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PART I

Washington, Tuesday, December 23, 1958

TITLE 5—ADMINISTRATIVE
PERSONNEL

Chapter I—Civil Service Commission

PART 6—EXCEPTIONS FROM THE
COMPETITIVE SERVICE

DEPARTMENT OF THE ARMY

Effective upon publication in the
FeornaL REGISTER, subparagraph (1) of
§16.105 (d) is amended as sct out below.

£6.105 Departmentof the Army.* * *

(d) U, 8. Military Academy, West
Point, New York. (1) Civilian profes-
sors, instructors, teachers (except teach-
ers ot the Children’s School), hostesses,
chapel organist and the choirmaster,
librarian when fliled by an officer of the
Regular Army retired from active service,
and military secretary to the Superin-
tendent when filled by a Military Acad-
emy graduite retired as a regular com-
missioned officer for disability.

(R. 8. 1753, sec, 2, 22 Stat, 403, &5 amended;
§ U. 8. C. 631, 633)

Uniren Stares Civin Sgry-
ICE COMMISSION,
Wwm. C. Hunn,
Ezecutive Asgistant.
[F. R, Doo, 58-10905; Flled, Dec. 22, 10568;
8:47a.m.)

[sear)

Parr 6—ExcePrioNs FROM THE
COMPETITIVE SERVICE

DEPARTMENT OF COMMERCE

P Elfective upon publication In the
FeospaL Recister, subparagraph (1) of
§6.112 (e) is amended as set out below.

R §.6.112 Deparlment o©of Commerce.

(@) National Bureaw of Standards.
(1) Scientific and professional research
a5sociate positions when filled on a tem-
borary or intermittent basis by persons
having a doctoral degree in physical
&cience or related fields of study, for
Tesearch activities of mutual interest to
the appointee and the Bureau, Total
'-'m'ploymmt under this provision may
uot exceed 20 positions at any one time,
Including those at the headquarters and
&t the Boulder, Colorado, Laboratories of
the Bureau. Employment under this
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This issue is divided into two parts
bound together. Part 1l contains a
republication of the regulations of
the Agricultural Research Service,
Department of Agriculture, Title 8,
Chapter 1, of the Code of Federal
Regulations.

provision shall not exceed one year in
any individual case; Provided, That such
employment may, with the approval of
the Commission, be extended for not to
exceed an additional year.

(R. 8, 1763, sec. 2, 22 Stat. 403, as amended;
5U. 8.C. 031, 633)

UNITED STATES CIVIL SERV~
10 COMMISSION,
Wi, C. Huny,
Execulive Assistant.
|F. R. Doc. §8-10800; ¥iled, Dec. 22, 1958;
B:47a.m.|

[seaL)

TITLE 7—AGRICULTURE

Chapter IX—Agricultural Marketing
Service (Marketing Agreements and
Orders), Department of Agriculture

Subchopter A—Marketing Orders
[1015.302, Amdt. 3]

Part 1015—CucuMsErs GROWN IN
Fromioa

LIMITATION OF SHIPMENTS

Findings. (1) Pursuant to Marketing
Agreement No. 118 and Order No. 115 (7
CFR Part 1015) regulating the handling
of cucumbers grown in Florida, effective
under the applicable provisions of the
Agricultural Marketing Agreement Act
of 1937, as amended (48 Stat. 31, as
amended; T U, 8. C. 601 ¢t seq.; 68 Stat.
806, 1047), and upon the basis of the
recommendations and information sub-
mitted by the Florida Cucumber Com-
mittee, established pursuant to said

Marketing Agreement and Order, and’

upon other avaflable information, it is
hereby found that the amerndment to the
limitation of shipments, as hereinafter
provided, will tend to effectuate the de-
clared policy of the act.

(Continued on p. 9875)
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Tuesday, December 23, 1958

(2) It Is hereby found that it is im-
practicable, unnecessary, and contrary
to the public interest to give preliminary
notice and engage in public rule making
nrocedure, and that good cause exists for
not postponing the effective date of this
amendment for 30 days or any other
period beyond the date specified (5
U. S. C. 1001 et seq.) In that (i) the time
intervening between the date when in-
formation upon which this amendment
{5 based became avallable and the time
when this amendment must become ef-
fective In order to effectuate the declared
policy of the act is insufficient, (i) more
orderly marketing in the public interest,
than would otherwise prevail, will be
promoted by regulating the shipment of
cucumbers, in the manner set forth be-
low, on and after the effective date of
this amendment, (i) compliance with
this amendment will not require any
special preparation on the part of han-
dlers which cannot be completed by the
effective date, (iv) reasonable;time is
permitted under the circumstances for
such preparation, (v) information re-
garding the committee's recommenda-
tions has been made available to pro-
ducers- and handlers in the production
area, and (vi) this amendment relieves
restrictions on the handiing of cucum-
bers grown in the production area.

Order, as amended. The provisions of
§1015.302 (b) (1) (23 F. R. 7836, 8655,
9171) are hereby amended as follows:

(1) Grade. (1) During the period from
December 18, 1058 through July 31, 1959,
no person may handle cucumbers, except
for conversion into pickles or relishes,
unless the cucumbers meet the require-
ments of the U, S. No, 2, or better grade,
and (i) during the period November 10,
1958, through July 31, 1959, both dates
inclusive, the requirements of this sub-
paragraph, except for decay, shall not be
applicable to cucumbers of the Kirby,
MR 17, and other pickling type cucum-
bers of similar varietal characteristics.
(Sec. 5, 49 sm‘m. as amended; 7 U. 8. C,
608¢)

Dated: December 17, 1958, to become
effective December 18, 1058.

[sEAL] S. R. SmutH,
Director,
Fruit and Vegetuble Division.

[¥. R. Doc. 58-10530; Flled, Dec. 22, 1958;
8:48 a. m.]

Subchopter B——Prohibitions of Imported
Commodities

| Cucumber Reg., Amdt, 2]
Part 1070—CUCUMBERS
IMPORT RESTRICTIONS

Pursuant to the requirements con-
tained In section 8e of the Agricultural
Marketing Agreement Act of 1937, as

amended (48 Stat, 31, as amended; 7

U. 8. C. 601 et seq.; 68 Stat. 906, 104T),
baragraph (b) Import restrictions of
§1070.2 Cucumber Regulation No. 2 (23
F. R. 8656, 9172) is hereby amended to
read as follows:

. (® Import restrictions. (l)kDurtnz
he period from December 18, 1958

FEDERAL REGISTER

through July 21, 19569, no person may
import cucumbers unless the .cucumbers
meet the requirements of the U. 8, No.
2, or better, grade, and (2) during the
period from November 10, 1958, through
July 31, 1959, the requirements of this
paragraph, except for decay, shall not
be applicable to cucumbers of the Kirby,
MR 17, and other pickling type cucum-
bers of similar varietal characteristics.

It is hereby found that it is imprac-
ticable, unnecessary, and contrary to
the public interest to glve preliminary
notice, engage in public rule r. -king pro-
cedure, and postpone the effective date
of this amendment (5 U. S, C. 1001 et
seq.) In that (1) the requirements estab-
lished by this amended Import regula-
tion are issued pursuant to section 8e
of the Agricultural Marketing Agreement
Act of 1937, as amended (48 Stat. 31, as
amended: 7 U. S, C. 601 et seq.; 68 Stat.
906, 1047), which make such amended
regulation mandatory; (ii) the regula-
tions hereby established for cucumbers
that may be imported into the United
States comply with grade, size, quality
and maturity restrictions imposed upon
domestic cucumbers under Marketing
Agreement No. 118 and Order No. 115
(§ 1015.302 of this chapter: 23 F, R.
7836, 8655, 9171 ) ; (ll) compliance with
this amended cucumber import regula-
tion should not require any special prep-
aration by importers which eannot be
completed by the effective date hereof;
and (iv) this amendment relieves re-
strictions on the Importation of cu-
cumbers.

(Bec, 5. 49 Stat. 753, as amended; TU. 8. C.
608c. Interprets or applies sec. 8e, 68 Stat,
907, ax amended; 7 U. 8. C. 608e-1)

Dated: December 17, 1058,

[searL] 8. R, SaaTH,
Director, Fruit and Vegelable
Division, Agricultural Market-
ing Service.

[F. R, Doc. 68-10540; Piled, Dec. 22, 1058;
8:40 8. ™)

TITLE 21—FOOD AND DRUGS

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

Subchapter A—General
PArT 8—CoLon CERTIFICATION

MISCELLANEOUS AMENDMENTS

Under the authority vested in the Sec~
retary of Health, Education, and Welfare
by the Federal Food, Drug, and Cosmetic
Act (sec. 701, 52 Stat. 1055, as amended;
21 U. 8. C. 371) and delegated to the
Commissioner of Focd and Drugs by the
Secretary (22 F. R. 1045), the regula-
tions for the certification of coal-tar
colors (21 CFR Part 9) are amended as
indicated below.

1. In §9.3 (b), the parenthetical ex-
planation following subparagraph (3) is
changed by deleting the reference to
“FD&C Orange No. 1" and substituting
therefor the term “FD&C Blue No, 1"

i 8ee P. R. Doc, 58-10539, supra.

9875

so that as changed the parenthetical
paragraph reads as follows:

/ (For example, the name of a lake pre-
pared By extending the aluminum salt
prepared from FD&C Blue No. 1 upon
the substratum would be FD&C Blue No.
1—Aluminum Lake.)

2a. In § 9.4 (a), under the item “D&C
Red No. 16,” the word “carboxyphyenyl-
az0" is corrected to read “carboxyphenyl-
azo",

b. In § 0.4 (a), under the item “Lakes,”
the references to *“§ 135.3" are changed
to “§ 9.3" in the three places at which
they oceur.

Since these changes are merely edi-
torial in nature, the requirements of sec-
tion 4 of the Administrative Procedure
are not applicable to this order,

Effective date. This order shall be-

come effective on the date of publica-
tion in the FepEraL REGISTER.
(Sec. 701, 62 .Stat, 1055, as amended; 21
U. B, C. 371. Interpret or apply secs. 406,
504, 604, 52 Stat, 1049, as amended, 1052,
1055; 21 U. 8. C. 340, 354, 964)

Dated: December 16, 1958.

[sean] Gzo. P, LARRICK,
Commissioner of Food and Drugs.

[¥F. R. Doec, 58-10514; Flled, Dec. 22, 1958;
8:45a.m.|

Subchopter C—Drugs
Par? 141c—CHLORTETRACYCLINE (OR TET-
RACYCLINE) AND CHLORTETRACYCLINE=
(OR TETRACYLINE-) CONTAINING DRUGS;
TESTS AND METHODS OF ASSAY

PART 146c—CERTIFICATION OF CHLORTET=
RACYCLINE (OR TEIRACYCLINE) AND
CHLONTETRACYCLINE- (OR TETRACY-
CLINE~) CONTAINING DRUGS

CHLORTETRACYCLINE SURGICAL POWDER

Under the authority vested in the Sec~
retary of Health, Education, and Wel-
fare by the Federal Food, Drug, and
Cosmetic Act (sec. 507, 59 Stat. 463, as
amended; sec. 701, 52 Stat, 1055, as
amended 72 Stat. 948; 21 U, S. C. 357,
371) and delegated to the Commissioner
of Food and Drugs by the Secretary (22
F. R. 1045), the regulations for the cer-
tification of antibiotic and antibiotic-
containing drugs (21 CFR 141c.211,
146¢.211; 21 CFR, 1957 Supp., 146¢.211)
are amended as indicated below:

1. Section 141c.211 is revised to read
as follows:

§ 141c.211 Chlortetracycline surgical
powder (chlortetracycline hydrochloride
surgical powder); tetracycline hydro-
chloride surgical powder—(a) Polency—
(1) Dry powder. II it is chlortetracy-
cline, proceed as directed In § 141¢.201
(a), and if it is tetracycline hydrochlo-
ride proceed as directed In §141c.218
(n). The potency is satisfactory if it
contains not less than 85 percent of the
number of milligrams of chlortetracy-
cline hydrochloride or tetracyecline hy-
drochloride that it Is represented to
contain, -

(2) Powder packaged with inert gases.
Proceed as directed in § 141¢.230 (a) (2).
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The potency is satisfactory if it contains
not less than 85 percent of the number
of milligrams of chlortetracycline hydro=
chloride or tetracycline hydrochloride
that it is represented to contaln,

(b) Sterility. Use approximately 40
milligrams from each container, except
that if it is packaged with Inert gases,
thoroughly cléanse the wvalve (do not
fiame) of each container to be tested
with a suitable disinfectant and care-
fully spray approximately 40 milligrams
into each tube. Proceed as directed in
514122 of this chapler, except that
neither penicillinase nor the control tube
is used.

(¢) Moisture, Proceed as directed In
§ 141a.5 (a) of this chapter, except that
if it is packaged with inert gases proceed
as directed In §141b.117 (¢) of this
chapter.

2, Section 146¢.211 Chlortetracycline
surgical powder * * * is amended in
the following respects:

a. Paragraph (b) is amended to read
as follows:

(b) Packaging. In all cases the im-
mediate containers shall be tight con-
tainers as defined by the U. S. P,, shall
be sterile at the time of filling and clos-
ing, shall be so sealed (unless it contains
inert gases) that the contents cannot be
used without destroying the seal, and
shall be of such composition as will not
cause any change in the strength, qual-
ity, or purity thereof beyond any lmit
therefor in applicable standards, except
that minor changes 50 caused that are
normal and unavoidable in good pack-
aging, storage, and distribution practice
shall be disregarded. Each such con-
tainer may contain one or more suitable
and harmless inert gases.

b. In paragraph (¢c) Labeling, subpara~
graph (1) (i) is amended by changing
the semicolon at the end thereof to a
comma and adding the following clause:
“, or If It is packaged with one or more
ineért gases, the number of grams that
shall be ejected when used as directed in
the labeling;"”.

c. In paragraph (d) Request for cer-
tification; samples, subparagraph (3)
(1) (a) is amended by changing the
words “5 immediate containers” to read:
“5 immediate containers (or if it is pack-
aged with inert gases, not less than 7
immediate containers)”. As amended,
;:amgmph d) (3) ) (a) reads as fol-
OWS:

(@) For all tests except sterility: One
immediate container for each 5,000 im-
mediate containers in the batch, but in
no case less than 5 immediate containers
tor if it is packaged with inert gases, not
less than 7 Immediate containers) or
more than 12 immediate containers, col-
lected by taking single immediate con-
tainers at such intervals throughout the
entire time of packaging the batch that
the quantities packaged during the inter-
vals are approximately equal.

Notice and public procedure are not
necessary prerequisites to the promulga-
-tion of this order, and I so find, since it
was drawn in collaboration with inter-
ested members of the affected industry
and since it would be against public In-

RULES AND REGULATIONS

térest to delay providing for these
amendments.

Eflective date. 'This order shall be-
come eflective upon publicasion in the
FepERarL REGISTER, since both the public
and the affected Industry will beneflt
1l;ydt.he earliest effective date, and I so

nd.

(Seo. 701, 52 Stat 1055, as amended; 21

U, 8 C, 871, Interpret or apply sec. 507, &9
Stat, 463, as nmendled; 21 U, 8, C. 3567)

Dated: December 17, 1958,

[sEAL] GEeo. P. LARRICK,
Commissioner of Food and Drugs.

[F. R, Doc. 58-10534; Filed, Dec. 23, 1958;
8:48 a, m.]

—

PART 146—GENERAL REGULATIONS FOR CER-
TIFICATION OF ANTIBIOTIC AND ANTI-
BIOTIC-CONTAINING Drucs

ANIMAL FEED CONTAINING ANTIBIOTIC DRUGS

Under the authority vested in the Sec-
retary of Health, Education, and Welfare
by the Federal Food, Drug, and Cosmetic
Act (sec. 507, 59 Stat. 463, as amended;
sec, 701, 52 Stat. 1055, as amended; 21
U. 8. C. 357, 371) and delegated to the
Commissioner of Food and Drugs by the
Secretary (22 F. R. 1045), the general
regulations for the certification of anti-
biotic and antibiotic-containing drugs
t()i:l; F. R, 6421) are amended as indicated

ow:

Section 146.26 Animal feed containi:x\g
penicillin * * * is amended in the fol-
lowing respects:

1, Paragraph (b) (21) (1) is changed
to read as follows:

(21) 1) It is intended for promoting
distribution of fat in chickens and tur-
keys; its labeling bears adequate direc-
tions and warnings for such use, includ-
ing & warning against its use in laying
hens and & warning that its use must be
discontinued 24 hours before the treated
chickens or turkeys are slaughtered for
human consumption; and it contains
dienestrol diacetate In a quantity, by
weight of feed, of not less than 0.0023
percent and not more than 0.007 per-
cent; and there has been submitted to
the Commissioner, In triplicate, adequate
information of the kind described in
§ 146.7 to establish the safety and ef-
ficacy of the article and to guarantee its
identity, strength, quality, and purity.
The exemption shall expire at the be-
ginning of any act changing the com-
position or labeling of such drug or the
methods used in and the facilities and
controls used for its manufacturing,
processing, and packaging, or In its
labeling, unless the person who obtained
the exemption has submitted to the
Commissioner, in triplicate, amended in-
formation describing such proposed
changes, and such amendment has been
accepted by the Commissioner.

2. Paragraph (b) (21) (vi) is amended
by adding at the end thereof the fol-
lowing new sentence: “If it contains one
of the arsenic compounds prescribed In
paragraph (a) of this section, its label-
ing must bear a warning that it must be
discontinued 5 days (instead of 24 hours

as required In this subparagraph) before
the treated chickens or turkeys are
slaughtered for human consumption.”

Notice and public procedure are not
necessary prerequisites to the promulgn-
tion of this order, and I so find, since it
was drawn in collaboration with in-
terested members of the affected indus-
try, since it relaxes existing require-
ments, and since it would be against
public interest to delay providing for
these amendments,

I further find that animal feed con-
tainlng antibiotic drugs and complying
with the requirements in these amend-
ments need not comply with the require-
ments of sections 502 (1) and 507 of the
Federal Food, Drug, and Cosmetic Act
in order to Insure its safety and efficacy.

Efective date. ‘This erder shall be-
come effective upon publication in the
Feoerat, REGISTER, since both the pubiic
and the affected industry will benefit by
the earliest-effective date, and I so find,
(Sec, 701, 52 Stat. 1055, ns amended: 21
U. 8. C. 371. Interprets or applics sec. 502,

52 Stat. 1051, as amended; see 507, 60 Stat.
463, ns amended; 21 U, 8. C, 352, 357)

Dated: December 18, 1958.
[sEAL) Gro. P. LARRICK,
Commissioner of Food and Drugs.

IP. R. Doc. 58-10615; Ffled, Dec, 22, 1058
8:45 A, m.]

PArT 146—GENESAL REGULATIONS FOR
CERTIFICATION OF ANTIBIOTIC AND ANTI-
BIOTIC-CONTAINING Drucs

ANIMAL FEED CONTAINING ANTIBIOTIC DRUGS

Under the authority vested in the Sec-
retary of Health, Education, and Wel-
fare by the Federal Food, Drug, and Cos-
metic Act (sec. 507, 59 Stat. 463, as
amended; sec. 701, 52 Stat. 1055, as
amended; 21 U. 8. C. 357, 371) and dele-
gated to the Commissioner of Food and
Drugs by the Secretary (22 F. R. 1045),
the general regulations fof the certifica-
tion of antibiotic and antibiotic-contain-

Ling drugs (28 F. R, 6421) are amended o5
indicated below:

In § 146.26 Animal feed containing pen-
icillin * * *, paragraph (b) is amended
by adding thereto the following new sub-
paragraph (42):

(42) It is intended for use solely as an
aid in the prevention of mycosis or in the
treatment of myeotic diarrhea and as an
aid In stimulating growth in turkey
flocks; Its labeling bears adequate direc-
tions and warnings for such use, includ-
ing a warning that eggs are to be uscd
for hatching purposes only, if such fecd
is Intended for use in laying hens; and it
contains nystatin in a quantity, by
weight of feed, of 50 grams per ton if
intended for the prevention of mycosis,
or 100 grams per ton if intended for the
treatment of mycotic diarrhea; it con-
tains less than 50 grams of additional
antibiotics per ton of feed; and there
has been submitted to the Commissioner,
in triplicate, adequate information of the
kind described in § 146.7 to establish the
safety and efficacy of the article and to
guarantee its identity, strength, quality,
and purity, The exemption shall expue
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at the beginning of any act changing the
composition or labeling of such drug, or
the methods used In and the facilities
and controls used for its manufacturing,
processing, and packaging or in its label-
ing, unless the person who obtained the
exemption has submitted to the Commis-
sioner, In triplicate, amended informa-
tion desoribing such proposed changes,
and such amendment has been accepted
by the Commissioner.

Notice and public procedure are not
necessary prerequisites to the promulga-
tion of this order, and I so find, since it
was drawn in collaboration with inter-
ested members of the affected Industry,
since it relaxes existing requirements,
and since it would be against public in-
terest to delay providing for these
amendments.,

I further find that animal feeds con-
taining antibiotic drugs and conforming
with the conditions prescribed in this
order need not comply with the require-
ments of sections 502 (1) and 507 of the
Federal Food, Drug, and Cosmetic Act in
order to insure their safety and efficacy.

Effective date. This order shall become
effective upon publication in the FEpERAL
RecIsTER, since both the public and the
alfected industry will benefit by the
earliest effective date and I so find.
(Sec. 701, 52 Stat, 1065, sa amended; 21
U. 8. C. 871. Interprets or applies sec. 502;
52 Stat. 1050, as amended, sec, 507, 50 Stat,
463, as amonded; 21 U. 8. C. 352, 357)

Dated: December 17, 1958.

[sEAL] Geo. P. LARRICK,
Commisgioner of Food and Drugs.

|[F. R. Doc, 58-10533; Filed, Dec, 22, 19563;
8:48 o. m.]

TITLE 24—HOUSING AND
HOUSING CREDIT

Chapter l—Federal Home Loan Bank
Board

[No.12104]

Subchapler A—General Regulations of the
Federal Home Loon Bonk Boord

AMENDMENT AND REDESIGNATION OF
GENERAL REGULATIONS

Resolved that, effective December 23,
1058, the Federal Home Loan Bank
Board, upon the basis of consideration by
it of the advisability of amendment and
redesignation of the General Regulations
of the Federal Home Loan Bank Board
(24 CFR Subtitle B, Chapter I, Sub-
chapter A) as hereinafter set forth, and
for the purpose of effecting such amend-
ment and redesignation, hereby amends
sald General Regulations of the Federal
Home Loan Bank Board to read as set
forth in Subchapter A of Exhibit A to
this resolution (which exhibit is filed in
Minute Exhibit File No. 670 and is also
Exhibit A to Federal Home Loan Bank
Board Resolutions Nos. 12.105, 12,106,
and FSLIC-573), and hereby redesig-
nates sald regulations, as so amended,
for publication in the Code of Federal
Regulations as Subchapter A of Chapter
V of Title 12 of said Code?

——e—

! See Title 12, Chapter V, supra.
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- Resolved further that, as none of the
amendments made by this resolution are
of a major nature and as said redesigna-
tion has no substantive effect, the Board
hereby finds that notice and public pro-
cedure on said amendments and redesig-
nation are unnecessary under the provi-
sions of §108.12 of the General Regula-
tions of the Federal Home Loan Bank
Board (24 CFR 108.12) or section 4 (a)
of the Administritive Procedure Act and,
as nope of said amendments are of a
major nature and as sald redesignation
has no substantive effect, deferment of
the effective date thercof is not required
under section 4 (¢) of said Act.

Dated: December 17, 1958,

[No. 12105)
Subchapter B—Federal Home Loan Bank System

AMENDMERT AND REDESIGNATION OF
REGULATIONS

Resolved that, effective December 23,
1958, the Federnl Home Loan Bank
Board, upon the basis of consideration
by it of the advisability of amendment
and redesignation of the Regulations for
the Fedéral Home Lonn Bank System (24
CFR Subtitle B, Chapter I, Subchapter
B) as hereinafter set forth, and for the
purpose of effecting such amendment
and redesignation, hereby amends said
Regulations for the Federal Home Loan
Bank System to read as set forth in Sub-
chapter B of Exhibit A to this resolution
(which exhibit is filed In Minute Exhibit
File No. 670 and is also Exhibit A to Fed-
eral Home Loan Bank Board Resolutions
Nos. 12104, 12106, and FSLIC-573), and
hereby redesignates said regulations, as
so amended, for publication in the Code

- of Federal Regulations as Subchapter B

of Chapter V of Title 12 of said Code.?
Resolved further that, as none of the
amendments made by this resolution are
of @ major nature and as said redesigna-
tion has no substantive effect, the Board
hereby finds that notice and public pro-
cedure on sajid amendments and redes-
ignation are unnecessary under the
provisions of % 108.12 of the General
Regulations of the Federal Home Loan
Bank Board (24 CFR 108.12) or section
4 (a) of the Administrative Procedure
Act and, as none of said amendments are
of a major nature and as said redesigna-
tion has no substantive effect, deferment
of the effective date thereof is not re-
quired under section 4 (¢) of said Act.

Dated: December 17, 1958,

[No. 12108]
Subchopler C—Federal Sovings and Loan System

AMENDMENT AND REDESIGNATION OF RULES
AND REGULATIONS

Resolved that, effective December 23,
1958, the Federal Home Loan Bank
Board, upon the basis of consideration
by it of the advisabllity of amendment
and redesignation of the Rules and Reg-
ulations for the. Federal Savings and
Loan System (24 CFR Subtitle B, Chap-
ter I, Subchapter C) as hereinafter set
forth, and for the purpose of effecting

such amendment and redesignation,’

hereby amends said Rules and Regula-
tions for the Federal Savings and Loan
System to read as set forth in Subchap-

-
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ter C of Exhibit A to this resolution
(which exhibit is filed in Minute Exhibit
File No. 670 and is also Exhibit A to Fed-
eral Home Loan Bank Board Resolutions
Nos. 12104, 12105, and FSLIC-573), and
hereby redesignates said rules and regu-
lations, as so amended, for publication
in the Code of Federal Regulations as
Subchapter C of Chapter V of Title 12 of
said Code

Resolved further that, as none of the
amendments made by this resolution are
of 2 major nature and as said redesigna-
tion has no substantive effect, the Board
hereby finds that notice and public pro-
cedure on said amendments and redes-
ignation are unnecessary under the
provisions of § 108.12 of the General
Regulations of the Federal Home Loan
Bank Board (24 CFR 108.12) or section
4 (a) of the Administrative Procedure
Act and, as none of said amendments are
of a major nature and as said redesigna-
tion has no substantive effect, deferment
of the effective date thercof is not re-
quired under section 4 (¢) of said Act.

Dated: December 17, 1958,

{No, PSLIC-§73]

Subchapler D—Federal Savings and Loan
Insuronce Corperation

AMENDMENT AND REDESIONATION OF RULES
AND REGULATIONS FOR INSURANCE OF
ACCOUNTS

Resolved that, effective December 23,
1958, the Federal Home Loan BEank
Board, upon the basis of .consideration
by it of the advisability of amendment
and redesignation of the Rules and Reg-
ulations for Insurance of Accountis (24
CFR Subtille B, Chapter I, Subchapter
D) as hereinafter set forth, and for the
purpose of effecting such amendment
and redesignation, hereby amends sald
Rules and Regulations for Insurance of
Accounts to read as set forth in Sub-
chapter D of Exhibit A to this resolution
(which exhibit is filed in BB Minute Ex-
hibit File No. 670 and is also Exhibit A to
Federal Home Loan Bank Board Resolu-
tions Nos. 12,104, 12,105, and 12,106}, and
hereby redesignates said rules and regu-
Jations, as so amended, for publication
in the Code of Federal Regulations as
Subchapter D of Chapter V of Title 12
of said Code}

Resolved further that, as none of the
smendments made by this resolution are
of a major nature and as sald redesigna-
tion has no substantive effect, the Board
hereby finds that notice and public pro-
cedure on said amendments and redesig-
nation are unnecessary under the pro-
visions of § 108:12 of the General Regu-~
lations of the Federal Home Loan Bank
Board (24 CFR 108.12) or section 4 (a)
of the Administrative Procedure Act and,
as none of said amendments are of a
major nature and as said redesignation
has no substantive effect, deferment of
the effective date thereof s not required
under section 4 (¢) of said Act.

Dated: December 17, 1958.
By the Federal Home Loan Bank
Board '

-

[seaL) Hanny W. CAULSEN,
Secretary.
[F. R. Doc. 58-10658; Flled, Dec. 22, 1958;
8:54a. m.)
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TITLE 12—BANKS AND
BANKING

Chapter V—Federal Home Loan Bank
Board

REPURLICATION OF RECULATIONS

Chapter I, Federal Home Loan Bank
Board, of Title 24, Is transferred to Title
12'and redesignated Chapter V. Follow-
ing 15 a republication of the regulations
of the Federal Home Loan Bank Board
as redesignated.

Subchopter A—General

Pupctional organization and authority.

Operations.

Avallabllity and character of records.

Bonds and debentures.

Hoarings,

Promulgntion of reguiations and
amendmenta,

Rules of practice and procedure; ad-
Judieations under Administrative
Procedure Act,

Subchapter B—Federal Home Loon Bank System

621 Definitions,

622 Organization of the banks,
5§23 Members of banks,

524 Operations of the bankn,
525 Advances.

Subchapter C—Federal Savings ond Loon System

541 Definitions,

542 Amendment of rules and regulations;
hearings,

543 Incorporution, organization, and con-
version.

544 Charter and bylaws,

546 Operations,

548 Moerger, dirsolution, and reorganisation,

Appolntment of conpervators, receivers,
and suparvisory reprosentatives In
charge.

Powers of conservator and conduct of
conpervatorships,

Powers-of receiver and conduct of re-
celverships, -

Service of process upon board.

Subchopter D—Federal Savings ond loon
Insyrance Corporalion

Definitions.

Applientions for Insurance.

Operations,

Settloment of Insurance.

Termination of Insurancs,

Amendment of rules and regulntions;
hearings,

Service of process upon Corporation.

SUBCHAPTER A—GENERAL

Pant 500—FUuNCTIONAL ORGANIZATION
AND AUTHORITY

§ 500.10 Assessments, Each semian-
nual assessment under the provisions of
subsection (b) of section 18 of the Fed-
eral Home Loan Bank Act, a5 amended,
to meet the estimated expenses of the
Federal Home Loan Bank Board (re-
ferred to in this subchapter as “Board™)
shall be made on the following basis:
Each Federal Home Loan Bank will be
assessed such amount as may be neces-
sary to meet the Board’'s expenses, such
assessment to be upon the several Banks
in the same proportion as the total gross
operating income of the rezpective Banks
for the 6 months' period next preceding,
hereinafter prescribed, bears to the total
gross operating income of all the Banks
for the same period of time. For the as-
sessment for the first half of a calendar
year, total gross operating income shall

.
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be determined from information con-

tained In the reports of the respective
Banks for each month during the period
from June 1 through November 30, and
for the assessment for the last half of a
calendar year such cetermination shall
be made from Information contained in
the reports of the respective Banks for
each month during the period from
December 1 throtigh May 31.

(Sec, 17, 47 5tat. 730, ns amended; 12 U. 8. C.
1437, Reorg. Plan No. 3 of 1847, 12 P, R, 4081,
3 CFR, 1947 Supp. Interprets or appilles gec.
18, 47 Stat, 737; 12 U. S, C, 1438)

ParT 501-~OPERATIONS
See,
501.10 OfMicers as ngonts.
§01.11 President ns agent.

Avuraomrry: §§501.10 and 8501.11 issued
under seo. 17. 47 Stat. 738, as amended; 12
U. 8, C. 1437, Roorg. Plnn No. 3 of 1947, 12
FP. R. 4081, 3 CFR, 19047 Supp. Interpret or

_apply seca. 402, 403, 45 Stat, 1250, as nmended,

1257, as amonded; 12 U. 8. C. 1725, 1726.

§ 50110 Officers as agents, For the
following purposes, officers and employ-
eés of & Federal Home Loan Bank, when
designated by the Board, shall be the
agents of the Board and the Paderal Sav-
ings and Loan Insurance Corporation
and the counsel of the Bank shall render
to sald agents such legal services as may
be necessary to enable them properly to
carry out such duties:

(a) It shall be the specific duty of said
agents to give consideration to applica-
tions pertaining to organization of Fed-
eral savings and loan associations, con-
versions, and insurance of accounts by
the Federal Savings and Loan Insurance
Corporation, together with-such supple-
mental information as may be available
to them, and promptly to make com-

 ments and recommendations upon such

applications, Sald agents shall transmit
such applications to the Board, together
with their comments and recommenda-
tions thereon. Such comments and rec-
ommendations shall be signed by the
agoents fayoring same, and any agent dis-
agreeing therewith shall make a sepa-
rate report which shall be forwarded at
the same time. An agent shall forward
Lo applicants advices of actions taken by
the Board and the Federal S8avings and
Loan Insurance Corporation upon appli-
cations, and instructions and other com-
munications from the Board and the
Federal Savings and Loan Insurance
Corporation.

§ 501,11 President as-agent. For the
following purposes, the President of each
Federal Home Loan Bank shall be the
agent of the Board and the Federal Sav-
ings and Loan Insurance Corporation
and the counsel of the Bank shall render
to sald agent such legal services as may
be necessary to enable him properly to
carry out such duties: Provided, how-
ever, That when designated by the Board,
some officer &r employee of the Bank
other than, or in addition to, the Presi-
dent, may act as agent of the Board and
the Federal Savings and Loan Insurance
Corporation. Said agent shall represent
the Board and the Federal Savings and
Loan Insurance Corporation in supervis-
ing Federal savings and loan associations

and other Institutions in the Bank's dis-
trict which are insured by the Federa!
Savings and Loan Insurance Corpora-
tion. When, in his opinion, such action
should be taken, he shall advise and en-
deavor to assist Federal savings and loan
associations and other insured institu-
tions in his Bank district to conduct their
operations in conformity with the stat-
utes and the rules and regulations gov-
erning them. He shall egnfer and neyo-
tiate, pursuant to instructions from the
Board and the Federal Savings and Loan
Insurance Corporatipn, with applicants
and with officers, directors, members or
creditors of applicant institutions, indi-
vidually or in group meetings, and other-
wise as the Board and the Federal Sav-
ings and Loan Insurance Corporation
may request in writing. He shall see that
all Faderal savings and loan associations

, and other insured institutions in his

Bank district submit to him for his con-
sideration such matters as applications
for Board approval of amendments to
charters or bylaws, petitions for Board
permission to establish branch offices, ap-
plications for Board approval of the pur-
chase of assets or of consolidations, dis-
solutions, or mergers, and such other
similar matters as are required to be ap-
proved by the Board or the Federal Sav-
ings and Loan Insurance Corporation
under the statutes and rules and regula-
tions. When these matters come to the
attention of sald agent he shall, after
glving them due consideration, submit
them, together ywith such supplemental
information as may be available to him,
to the Board with his recommendations
thereon. After the issuance by the Board
of a charter for a Pederal savings and
loan assoclation, said agent shall follow
up the corporate actions taken by the
association in the completion of its or-
ganizaticn, and shall require the associ-
ation to comply with the laws, the rules
and regulations made thercunder, and
such other requirements as may be ap-
plicable thereto. Upon recelving from
the District Examiner two copies of a
report of a supervisory examination of a
Federal savings and loan assoclation or
other insured institution, together with
the District Examiner's analysis thereof,
sald agent shall make a careful study of
such report and analysis, and shall trans-
mit to the institution examined its copy
of the report of the examination, and, if
necessary, a supervisory letter on sta-
tionery provided by the Board and the
Federal Savings and Loan Insurance
Corporation for such purposes. Szid
agent shall forward promptly to the
Board copies of all transmittal and other
supervisory letters, and reports of super-
visory conferences or meetings with of-
ficers or directors of Federal sayings and
loan assoclations and other insured In-
stitutions. The Board will consider the
documents so forwarded and will advise
the said agent concerning such matters
a5 may appear to be appropriate. Any
instructions or recommendations from
the Board to the said agent with respect
to his duties as agent of the Board
and the Federal Savings and Loan Insir-
ance Corporation shall be acted upod
promptly. ~
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Pant 505—AVAILABILITY AND CHARACTER OF
RECORDS

Records In control of the Federal
Home Loan Bank Board.

Records in control of agents, ete.

Confidentinl charscter, -

Avatlability of opinions, orders, rules

and regulations for publio Inspec-
tion.
505.14 Classification as confidential.

Avrnorrry: §§ 505,10 to 60514 Issued un-
der sec. 17, 47 Stat. 736, as amended: 12
U. 8. C. 1437, Rearg. Plan No. 3 of 1947, 12
F. R. 4981, 3 CFR, 1047 Supp.

$505.10 Records in control of the
Federal Home Loan Bank Board. All re-
quests to inspect official records shall be
in writing and delivered to the Office of
the Secretary, Federal Home Loan Bank
Beard, Federal Home Loan Bank Board
Bullding, 101 Indiana Avenue NW.,
Washington 25, D, C., with a statement
of the name or names of the party or
parties making such request and the con-
cern of sald party or parties in the mat-
ter,  All records of the Board are in its
custody and contral for purposes relating
to the powers, duties and authorities of
the Board, under the provisions of the
Federal Home Loan Bank Act, as amend-
ed, the Home Owners' Loan Act of 1933,
as amended, and Reorganization Plan
No. 3 of 1947, 3 CFR, 1847 Supp., Chap-
ter IV. No officer or employee has any
control over such records and no discre-
tion with regard to permitting the use
of them for any other purpose. All
such officers and employees are hereby
prohibited from giving out any cofficial
information obtained by any one of them
on behalf of the Board, or any of such
records, to any private person or to any
local officer or to any court, including
the production of such records or copies
thereof made pursuant to their official
duties, whether in answer to & subpoena
duces tecum or otherwise. Whenever
any such subpoena shall have been
served upon any of them, they will ap-
pear in court in answer thereto, and
respectiully decline to produce the rec-
ords called for, on the ground of being
prohibited therefrom by the rules and
regulations in this part.

£ 50511 Records in control of agents,
ete.  All records in the control of any
person, including any of the Federal
Home Loan Banks or the Federal Sayvings
and Loan Insurance Corporation, in the
capacity as agents of the Board, or in
the hands of any officer or employee of
the Board, must be considered deemed
0 be privileged and confidential, and
such records are in their custody and
control for purposes relating to the
powers, duties and authorities of the
Board under the provisions of the Fed-
¢ral Home Losn Bank Act, as amended,
the Home Owners' Loan Act of 1933, as
amended, and Reorganization Plan No. 3
ol 1947, They have no control over them
and no diseretion with regard to per-
mitting the use of them for any purpose.
All such agents are hereby prohibited
‘f‘Om glving out any official informa-
lon obtained by any one of them on
behalf of the Board, or any of such rec-
ords, to any private person or to any
local officer or to any court, including
the production of such records or coples

Sec,
505.10

505,11
505,12
505.13
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thereof made pursuant to their official
duties, whether In answer to a subpoena
duces tecum or otherwise. Whenever
any such subpoena shall have been
served upon any of them, they will ap-
pear in court in answer thereto, and
respectfully decline to produce the rec-
ords called for, on the ground of being
prohibited therefrom by the rules and
regulaﬁons in this part.

§ 505.12 Confidential character. The
giving out of any such records or infor-
mation, or documents relative thereto, by
any of the persons referred to In §§ 505.10
and 505.11 is held to be contrary to public
policy by reason of its privileged and con-
fidential character involving delicate
and sensitive matters relating to the con-
dition and affairs of financial institutions
and not to be permitted. In all cases
where any such documents or records, or
copies thereof, are desired by, or on be-
half of, any private party, or parties to
a suit, whether in a court of the United
States or any other, such information or
coples shall be furnished only upon the
writien authorization or approval of the
Board, or such person or perspns as may
be authorized by it to grant such au-
thorization or approval.

§ 505.13 Availability of opinions, or-
ders, rules and regulations for public in-
spection, Notwithstanding any provi-
sion of §§ 505.10, 505.11 and 505.12, all
final opinions or orders in the adjudica-
tion of cases, and all rules and regula-
tions for the Federal Home Loan Bank
System now or hereafter in force and
effect except such final opinions and
orders as are required for good cause to
be held confidential and not cited as
precedents, shall be made available for
public inspection at the Office of the
Secretary, Federal Home Loan Bank
Board, Federal Home Loan Bank Board
Building, 101 Indiana Avenue NW.,
Washington 25, D. C.

§ 505.14 Classification as confidential.
The classification of final opinions or
orders In the adjudication of cases as
final opinions and orders which are re-
quired to be held confidential and not
cited as precedents shall be made only
by the Board or such person or persons
as it may designate for that purpose and
shall be in writing. Any change in such
classification may be made only by the
Board or such person or persons as it
may designate for that purpose and shall
be in writing.

Part 506—BoNDS AND DEBENTURES

Sec.

506.1
506.2
5063

Issuance of consolidated bonda.

Form of congolidated bonds.

Transsctions In oonsolidated bonds
(transfers, exchanges, redemptions,
eto,).

Lost, stolen, destroyed, mutilated, or
defaced bonds.

Adminlstrative provisfon,

Reservation of right to revoke or
amend; limitations thereon,

Avrnonrrry: §§ 5081 to 5066 lssued under
sec. 17, 47 Stat. 730, s amended; 12 U, 8. C,
1437, Reorg. Plan No. 3 of 1047, 12 P. R, 4981,
3 CFR, 1947 Supp. Interpret or apply zec,
11, 47 Stat. 733, as amended; 12 U, 8. O, 1431,

506.4

508.5
500.6

§ 506.1 Issuance of consolidated bonds.
The Board will determine and authorize
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the issuance of all consolidated Federal
Home Loan Bank bonds, dates of issue,
maturities, rates of interest, terms and
conditions thereof, and the manner in
which such bonds shall be issued, subject
to the provisions of section 303 of the
Government Corporation Control Act so
far as applicable, The Board shall not
issue consolidated bonds in excess of
12 times the total paid-in capital stock
and reserves under section 16 of the
Federal Home Loan Bank Act, as
amended, of all the Federal Home Loan
Banks. The Federal Home Loan Banks
shall at all times maintain assets of the
following types, free from any lien or
pledge, In a total amount at least equal
to the amount of consolidated bonds out-
standing: (a) Cash; (b) obligations of
or fully guaranteed by the United States;
(¢) secured advances; and (d) mortgages
as to which one or more Federal Home
Loan Banks have any guaranty or in-
surance, or commitment therefor, by the
United Siates or any agency thereof,

§506.2 Form of conzolidated bonds.
Consolidated Federal Home Loan Bank
bonds shall be issued In series and all
consolidated bonds of the same series
shall be of like date, tenor, and effect
except as to denominations, which shall
be in such amounts as may be authorized
by the Board. The form of each con-
solidated bond shall be preseribed by the
Board. The Board may, in its discretion,
from time to time, Issue interim certifi-
cates temporarily in lieu of definitive
consolidated bonds. Consolidated bonds
issued with maturities of 1 year or less
may be designated consolidated notes.

§508.3 Transactions in consolidated
bonds (transfers, exchanges, redemp-
tions, ete,). The general regulations of
the Treasury Department now or here-
after in force governing transactions in
United States securities are hereby
adopted, so far as applicable and as
necessarily modified to relate to consoli-
dated Federal Home Loan Bank bonds,
as the regulations of the Board for simi-
lar transactions in consolidated Federal
Home Loan Bank bonds.

§506.4 Lost, stolen, destroyed, muli-
lated, or defaced bonds. The statutes of
the United States, now or hereafter in
force, and the regulations of the Treas-
ury Department, now or hereafter in
force, governing rellef on account of the
loss, theft, destruction, mutilation, or de-
facement of United States securities, so
far as applicable and as necessarily
maodified to relate to consolidated Federal
Home Loan Bank bonds, are hereby
adopted as the regulations. of the Board
for the issuance of substitute consoli-
dated Federal Home Loan Bank bonds or
the payment of lost, stolen, destroyed,
mutilated, or defaced consolidated Fed-
eral Home Loan Bank bonds.

§ 506.5 Administrative provision.
The Secretary of the Treasury, or the
Acting Secretary of the Treasury, is
hereby authorized and empowered, as
the agent of the Board and the Federal
Home Loan Banks, to administer the
regulations of the Board adopted by
§5 6506.3 and 506.4, and to delegate such
authority at his discretion to other offi-
cers, employees, and agents of the United
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States Treasury Department. Any such
regulations may be waiyved on behalf of
the Board and the Federal Home Loan
Banks by the Secretary of the Treasury
or the Acting Secretary of the Treasury
or by an officer of the United States
Treasury Department authorized to
walve similar regulations with respect to
United States securities, but only in any
particular case in which & similar regu-
lation, with respect to United States
securities would be waived. The terms
“securities” and “bonds" as used in this
section shall, uniess the context other-
wise requires, include and apply to eyu-
pons and interim certificates.

§ 506.6 Reservation of right to revoke
or amend; limitations theéreon. ‘The
right to revoke or amend this part, or
to prescribe and issue supplemental or
amendatory rules and regulations, is
hereby reserved: Provided, however,
That no revocation or relaxation of any
of the restrictions or requirements con-
tained in or imposed by the last two
sentences of §506.1 shall be effected
unless there are no consolidated Federal
Home Loan Bank bonds then outstand-
ing or unless there shall have been
deposited with the Treasurer of the
United States, for the payment of the
principal and interest to date of maturity
(or to date designated for redemption in
the case of consolidated bonds which are
callable and have been called for re-
demption) of all consolidated Federal
Home Loan Bank bonds the holders of
which have not consented to such revo-
cation or relaxation, funds sufficient to
pay in full said principaland interest to
date of maturity or to such date desig-
nated for redemption.

ParT 507—HEARINGS

Sec.

507.10 Hearings on regulntions for Federal
Home Loan Banks,

507.11 Recommendations and representa-
tions at hearings by persons other
than those requesting hearing.

Avrnonrry: 5§ 507.10 and 507.11 issued un-

dor sec., 17, 47 Stat. 730, as smonded; 12

U. 8. C. 1437. Interpret or apply sec. 6, 47

Stat, 727, as amended; 12 U. 8. C, 1426,

$ 507.10 Hearings on regulations for
Federal Home Loan Banks. After re-
ceipt of written requests therefor to the
Secretary to the Board of at least seven
members of the Federal Savings and
Loan Advisory Councll, or of at least four
of the Federal Home Loan Banks (ac-
companied by certified resolutions of the
boards of directors thereof), or of at least
25 members of the Federal Home Loan
Bank System (accompanied by certified
resolutions of the boards of directors
thereof), the Board will fix & time
and place for a hearing on a proposed
amendment or upon an existing regu-
lation relating to Federal Home Loan
Banks to which petitioners object. The
Secretary to the Board will give written
notice of the time and place of such hear~
ing to all the members of the Federal
Savings and Loan Advisory Council, to
the president of each of the Banks, and
to each of the members of the Federal
Home Loan Bank System which re-
quested such hearing. The filing of a
request for a hearing upon an existing
regulation to which petitioners object
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shall not suspend the operation of such
regulation. Any interested person, in-
stitution or association may appear in

.

‘person at such hearing before the Board

or may be represented at such hetring by
any of its directors, officers, employees,
agents, or attorneys-at-law; and may
offer evidence and examine witnesses.

§ 507.11 Recommendations and rep-

esentations at hearings by persons other
than those requesting hearing. No
hearing upon a proposed amendment,
rule, or existing regulation relating to
Federal Home Loan Banks to which the
petitioners object will be confined to
persons requesting such hearing; but
each such hearing will be open to any
interested persons or to representatives
of any Federal Home Loan Bank or mem-
ber of the Federal Home Loan Bank Sys-
tem. Recommendations of other per-
sons or institutions that may be affected,
or from an organized trade association,
may be filled with the Secretary to the
Board either prior to or during any hear-
ing, and such persons, institutions or
associations may appear in person at
such hearing before the Board, or may
be represented at such hearing by any of
their directors, officers, employees,
agents, or attorneys-at-law, and be en-
titled to be heard.

PART 508—PROMULGATION OF RECULATIONS
AND AMENDMENTS

Sec.

508,10

508.11

Reservation of right to amend.
Amendments of regulations without
notice.

Notice of proposed amendments or
regulations not within § 508.11,
Participation of interested persons

in a proposed amendment or rtle.
508.14 Repeal of rules and regulations.
508156 Coardination of subchapters.

Avraonrry: §§ 508.10 to 508.15 {ssued under
sec. 17, 47 Stat. 736, as amended; 12 U. 8. C.
1437, Reorg. Plan No. 8 of 1947, 12 F. R. 4081,
3 CFR, 1047 Supp. ny

§ 508,10 Reservation of right to
amend.' The Board expressly reserves
the right to amend (including the right
to alter or repeal) the regulations set
forth in Subchapters A, B, C and D of
this chapter.

§$508.11 Amendments of regulations
without notice. Any proposed amend-
ment or rule may be adopted by the
Board without compliance with the re-
quirements of §§507.10 and 507.11, of
this subchapter, and £8%508.12 and
508.13, which involves any matter relat-
ing to Board management or personnel
or to public property, loans, grants, bene-
fits, or contracts, or which is deemed to
apply to interpretative rules, general
statements of policy, rules of Board or-
ganization, procedure, or practice, or
unless all persons subject to any such
proposed amendment or rule are named
and either personally or otherwise have
actual notice thereof in accordance with
law, or in any situation in which the
Board for good cause finds (and incor-
porates the findings and a brief state-
ment of the reasons therefor in the
amendments or rules issued) that notice
and public procedure thercon are im-
practicable, unnecessary or contrary to
the public interest.

508.12
508,13

§508.12 Notice of proposed amend-
ments or regulations not within § 508.11,
Excepting any proposed amendment or
rule adopted pursuant to § 508.11 no pro-
posed amendment or rule (except any
substantive rule granting or recogniz-
ing exemption or relieving restriction)
will be adopted by the Board until at
least 30 days have elapsed after pub-
lication in the Feperar Recrstes of gen-
eral notice of such proposed amendment
or rule including (a) a statement of the
time, place, and nature of public rule-
making proceedings, (b) reference to the
authority under which the amendment
or rule is proposed, and (¢) either the
terms or substance of the proposed
amendment or rule or a description of
the subjects and Issues involved. Notice
of such proposed amendment or rule
shall also be mailed to each member of
the Federal Savings and Loan Advisory
Council and to the President of each
Federal Home Loan Bank.

§ 508.13 Participation of interested
persons in a proposed amendment or
rule. At any time within 30 days after
publication In the Feprnarn Recister of
general notice of a proposed amendment
or rule as prescribed in §508.12, In-
terested persons may participate in the
making of such a proposed anfendment
or rule through the submission of
written data, views, or arguments therc-
on delivered within the prescribed time
to the Sccretary to the Federal Home
Loan Bank Board, 101 Indiana Avenue
NW., Washington 25, D. C. Interested
persons may also petition for the issu-
ance, amendment, or repeal of an
amendment or rule and deliver any such
petition to the Secretary to the Board at
the address given 1 this section.

§ 508.14 Repeal of rules and regula-
tions. This subchapter together with
Subchapter B of this chapter repeals all
prior rules and regulations, resolutions,
orders and Instructions of the Board in-
consistent herewith,

§ 508,15 Coordination of subchapters.
This subchapter shall be applied in con-
junction with any related provisions of
Subchapters B, C and D of this chap-
ter together with such other material
not Inconsistent therewith as may be
filed now or hereafter by the Board or
Federal Savings and Loan Insurance
Corporation pursuant to section 5, 49
Stat. 501, 44 U. 8. C, 305, and sections
3 and 4, 60 Stat. 238, 5 U. 8. C. 1002, 1003.

Part 509—RULES OF BRACTICE AND PRO-
CEDURE; ADJUDICATIONS UNDER ADMINIS-
TRATIVE PROCEDURE ACT

8eo.

508.1 Scope of regulations.

5002 Service, filing of papers, ete,

5003 Notlce of hearing.

5004 Attendance at hegrings.

509.5 Conduct of hearings.

5006 Rules of evidence,

5097 Transcriptof testimony.

5008 Proposed findings and econcluslons
and recommended docisions.

5000 Exceptions; filing of briefs.

509,10 Decision of the Board. /

AAvTitorrry: §§ §09.1 to 509.10 jssued oo
sec. 17, 47 Stat. 730, as amended; 12 U. 8. &
1437, Reorg. Plan. No. 3 of 1947, 12 P. R. 4981,
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3 CFR, 1047 Supp. Interpret or spply sec. 6,
47 Stat. 727, as amended, secs. 5, 407, 48 Stat.
132, as amended, 1260, as amended; 12U. 8. C.
1426, 1464, 1730, -

$500.1 Scope of regulations. The
provisions of this part shall govern hear-
ings to determine whether cause exists,
under the provisions of section 6 (1) of
the Federal Home Loan Bank Act, as
smended (12 U. S. C. 1426 (1)), for the
removal of any member of a Federal
Home Loan Bank from membership or
for depriving any nonmember borrower
of the privilege of obtaining advances
from a Federal Home Loan Bank; hear-
ings under the provisions of section 5 (d)
of the Home Owners' Loan Act of 1933,
as nmended (12 U, 8, C. 1464 (d)), in-
volving alleged violations of law or regu-
lation by a Federal savings and loan as-
socintion and upon the existence of
grounds for the appointment of a con-
servator or receiver for a Federal savings
and loan association; and hearings to de-
termine whether cause exlsts for the ter-
mination of the insured status of any
institution insured by the Federal Sav-
ings and Loan Insurance Corporation,
as provided in section 407 of the National
{«Iousing Act, as amended (12 U. 8. C.

730),

$509.2 Service, filing of papers, etc.—
(a) Proof of service. All documents or
papers required to be sgerved by the
Board on the institution involved shall
bc_ served by the Secretary unless some
other person shall be designated for such
purpose by the Board. Such service,
shall be made by personal service or by
registered mail addressed to the last
known address as shown on the records
of the Board, on the attorney or repre-
sentative of record of the institution
involved, provided that {f there is no at-
torney or representative of record, such
service shall be made upon the institu-
tion involved at the last known address,
25 shown on the records of the Board.
'ﬂ:c‘ term Secretary as used in this part
€hall mean the Secretary and any As-
Eistant Secretary to the Board.

() Filing of papers. All material re-
quired to be filed with the Board or the
Secretary to the Federal Home Loan
Bank Board in any proceedings shall be
filed with the Secretary, Federal Home
Loan Bank Board, Washington 25, D. C.
Any such papers may be sent to the Sec-
retary by mall or express but must be
recelved by the Secretary in the office
of the Board in Washington, D. C., or be
postmarked, within the time limited for
the particular filing.

‘¢) Form. All papers filed under this
part must include at the head thereof
or on the title page, the name of the
Board, the name of the institution
S7ainst which such action is being
brought, the number of the resoclution
2lving notice of the hearing, and the
Subject matter of the particular paper.
All such papers shall be typewritten,
n}lmmg_'raphed. or printed, and must be
E-ﬂﬁf‘-'-‘d in the case of the Board by Coun-
filc for the Board or, in the case of the
lu,mutlon inyolved, by such institution,
s duly authorized agent or attorney,
'“-‘{d must show the address of the signer.

d) Copies, Unless otherwise specifi-
¢ally provided in the notice of hearing,
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an original and 7 coples of all documents
and papers required or permitted to be
filed or served under this part, except
the transcript of testimony and exhibits,
shall be furnished to the Secretary.

(e) Computing time. In computing
any period of time prescribed or allowed
by this part, the date of the act, event
or default from which the designated
period of time begins to run is not to be
included. The last day so computed is
to be included, unless it is a Saturday,
Sunday or legal holiday in the District
of Columbia, in which event the period
shall run until the end of the next day
which is neither a Saturday, Sunday nor
legal holiday. Intermediate Saturdays,
Sundays and legal holidays shall be in-
cluded in the computation unless the
time within which the act is to be per-
formed is 10 days or less in which event
Saturdays, Sundays and legal holidays
shall not be included. Half holidays
shall be considered as other days and
not as holidays.

§ 500.3 Notice of hearing. Whenever
a hearing I5s ordered by the Board in any
proceedings a notice of hearing shall be
given by the Secretary to the Board to
- the institution involved. Such notice
shall designate the time and place of
the hearing and the nature thereof,
shall specify the charges, and shall be
served by delivering the same personally
or by registered mail to the home office
of the institution involved, at its last
known address as shown on the records
of the Board. No hearing shall be held
upon less than 30 days’ notice except that
hearings held pursuant to section 5 (d)
of the Home Owners' Loan Act of 1933,
as amended, may be held upon not less
than 20 days' notice,

§509.4 Atlendance at hearings. Al
hearings shall be private and shall be at-
tended only by the institution involved
and its representative or counsel, rep-
resentatives and counsel of the Board,
witnesses, and other persons having an
official interest In the proceedings: Pro-
vided, towever, That on the written re-
quest of the institution, or counsel for
the Board, or on its own motion, the
Board may permit other persons to at-
tend any such hearing or may order the
hearing to be public.

§$ 5095 Conduct of hearings, Each
hearing shall be held before a Trial Ex-
aminer, one or more Members of the
Board, or the Board (referred to in this
part as Presiding Officer, which term
shall be construed to include whichever
of the three shall preside at a hearing
hercunder, except as otherwise specified
in the text), as determined by the Board.
The Presiding Officer who shall be desig-
nated to conduct any hearing shall have
complete charge of such hearing; have
authority to permit the examination of
witnesses, to recelve evidence, rule upon
the admission of evidence, allow and
deny motions, except that in the case of
any hearing which is held before a Pre-
siding Officer other than the Board,
such Presiding Officer shall not have
power to decide any motion to dismiss
the proceedings or other motion which
results in final determination of the
merits of the proceedings; and to ad-
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journ such hearing from time to time
and, as permitted by law or agreed to by
the parties, from place to place. The
Presiding Officer shall have power to
administer oaths and afirmations and,
to issue subpenas and subpenas duces
tecum, as authorized by law, and shall
issue such at the request of any Inter-
ested party. The Presiding Officer may
hold conferences before or during the
hearing for the settlement or simplifica-
tion of issues by consent of the parties,
Without limitation on the foregoing the
Presiding Officer shall, subject to the
provisions of this part have all the au-
thority of section 7 (B) of the Admin-
istrative Procedure Act.

§509.6 Rules of evidence. Any party
to the hearing shall have the right to
present his case or defense by oral and
documentary evidence, to submit rebut-
tal evidence and conduct such cross-ex-
amination as may be required for a clear
and true disclosure of the facts. Im-
material, frrelevant or unduly repeti-
tious evidence shall be excluded. Objec~
tions to the admission or exclusion of
evidence shall state the grounds of objec-
tion relied upon but no argument thereon
shall be permitted, except as may be or-
dered or requested by the Fresiding Ofi-
cer. Rulings on such objections and all
other matters shall be part of the tran-
seript. Fallure timely to object to the
admission or exclusion of evidence or to
any ruling shall be considered a waiver
of such objection.

§500.7T Transcript of {testimony.
Hearings shall be recorded and tran-
seripts will be made available to the in-
stitution involved upon payment there-
for at the reasonable cost thereof and, in
the event the hearing is puble, or the
Board shall so authorize, shall be fur-
nished on similar payment to other per-
sons. A copy of the transcript of the
testimony taken at any hearing, duly cer-
tified by the Reporter, together with all
exhibits and any briefs or memoranda
of law theretofore filed in the cause shall
be filed with the Secretary to the Board,
The Secretary shall by registered mail
notify the institution of such filing. The
Presiding Officer shall have authority to
rule upon motions to correct the record.

$ 500.8 Proposed findings and conclu-
sions and recommended decisions—(a)
Proposed findings and cofclusions by
parties. Each party to a hearing shall
have a period of 15 days or such further
time as the Presiding Officer for good
cause shall determine, running from the
date of the notice of the filing of the
transeript to file with the Secretary, for
submission to the Presiding Officer of
proposed findings and conclusions, which
may be accompanied by a brief or memo-
randum in support thereof. A copy of
all such material shall be delivered by the
Secretary to the Presiding Officer and to
the other party to the proceedings, and
all such proposals, briefs and memoranda
shall become a part of the record.

(b) Recommended decision and filing
of record. The Presiding Officer, unless
such Presiding Officer shall be the Board,
shall, within 15 days after the expiration
of the time allowed for the flling of pro-
posed findings and conclusions or within
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such further time as the Board for good
cause shall determine, file with the Sec~
retary and certify to the Board for deci-
sion the entire record of the hearing,
which shall include his findings and con-
clusions and his recommended decision,
the transcript, exhibits (including on re-
quest of the parties concerned any ex-
hibits excluded from evidence or tenders
of proof), exceptions, rulings, and all
briefs and memoranda filed in connec-
tion with the hearing.

§ 500.9 Exceplions; filing of briefs.
Promptly upon the filing of the record
the Secretary shall serve on the in-
stitution involved a notice of such
filing together with a copy of the Presid-
ing Officer’s findings, conclusions and
recommended decision. Each party shall
have a period of 15 days from the date of
such notice, or such further time as the
Board for good cause shall determine, to
file with the Secretary exceptions to the
findings, conclusions, and recommended
decision or any part thereof, or to the
failure to make any finding, conclusion,
or recommendation, or to the admission
or exclusion of evidence, or other ruling
of the Presiding Officer, supported by
such brief as may appear advisable. A
copy of any exceptions filed by counsel
for the Board and of any brief filed by
such counsel shall promptly be served
upon the institution. A reply brief may
be filed with the Secretary by counsel for
the Board within tén days after the filing
of the Institution's brief, and a reply
brief may be filed with the Secretary by
the institution within ten days after the
date of service by the Secretary upon the
institution of a copy of the brief of coun-
sel for the Board. Further briefs may be
filed only with permission of the Board.

§500.10 Decision of the Board. A
copy of the decision of the Board shall be
furnished by the Secretary to the insti-
tution involved and if directed by the
Board to any appropriate governmental
supervisory authority.

SUBCHAPTER B—FEDERAL HOME LOAN BANK

SYSTEM
PART 521—DEFINITIONS

Sec,
521.1 Act.
8212 Bank.
5213 Board.
5214 Creditor labllities,
5216 Deposits in banks or trust companies.
5216 Home mortgage.
5217 Member,
53218  Netassets,
5219 Obligations of the United States.
521.10 State.
521.11 Paid-In value.

AvtHonrry: 5§ 521.1 to 521.11 {ssued under
seo. 17, 47 Swat, 736, as nmended; 12 U, 8. C.
1437, Reorg, Pian No. 8 of 1047, 12 P, R, 4081,
3 OFR, 1047 Supp. .

§521.1 Act. The term “act” means

the Federal Home Loan Bank Act, as
amended,

§521.2 Bank. The term *“Bank”
means & Federal Home Loan Bank estab-
lished under the authority of the act.

§ 56213 Board. The term “Board”
means the Federal Home Loan Bank
Board or one or more of its officials who
has been duly authorized by the Federal
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Home Loan Bank Board to act in its
behalf, .

§ 5224 Creditor liabilities. The term
“creditor liabilities” means every form
of obligation or debt, secured or unse-
cured, including deposits, investment
certificates, certificates of indebtedness,
and all taxes, which the member s di-
rectly obligated to pay. H

§ 5215 Deposits in banks or trust
companies. The term "deposits in banks
or trust companies” includes a cheoking
account maintained by a Federal Home
Loan Bank with the Treasurer of the
United States, or a deposit in another
Federal Home Loan Bank.

§521.6 Home mortgage. The term
“home mortgage” Includes real estate
sales contracts, and such other classes of
first liens as are commonly given to se-
cure indebtedness on real estate by insti-
tutions authorized under the act to be-
come members, under the laws of the
State in which the real estate is located,
together with the credit instruments, if
any, secured thereby.

§521.7 Member. The term “mem-
ber” means an institution which has been
admitted to-membership iIn a Federal
Home Loan Bank.

§521.8 Net assets. The term “net
assets'” means gross assets less:

(a) An amount equivalent to the book
value, of shares pledged in connection
with loans of the share account sinking
fund type;

(b) An amount equivalent to unap-
plied credits on mortgage loans;

(¢) An amount equivalent to mort-
gages In process carried as a liability;

(d) An amount equivalent to unas-
sumed mortgages on real estate owned if
carried as a ligbllity;

(e) Inter-series loans;

() Delinquent dues;

(g) An amount equivalent to reserves
for depreciation on office building and
furniture and fixtures unless these assets
are carried at net figures with the re-
serves shown as a deduction from the
original cost;

(h) An amount equivalent to special
reserves established pursuant to § 545.18
of Subchapter C of this chapter and
similar reserves established by State-
chartered institutions pursuant to rules
and regulations of State supervisory
authorities;

(1) Current expenses;

(§) Any other similar contra item of
an off-setting, bookkeeping nature,

§ 5219 Obligations of the United
States. The term “obligations of the
United States" means all evidences of in-
debtedness issued by the United States
or fully guaranteed as to principal and
interest by the United States.

§ 521.10 State. Except as defined In
§ 52246 of this subchapter, the term
“State” means any one of the States,
the District of Columbia, Puerto Rico,
the Virgin Islands of the United States,
Guam, or the Territory of Alaska or of
Hawali.

§521.11 Paid-in value. The term
*“paid-in value” of stock in a Federal

Home Loan Bank means the aggregate
par value of stock in such Bank which is
fully d, and the sum of payments on
the par value of stock-which is not fully

PaART 522—ONGANIZATION OF THE BANKS
INCORPORATION

Charter,

Sec.
b22.1
CAPITAL

Par value and price of stock.
Dividends,

Issuance of stock certificates.

Stock certificates in consolidations.
Stock certificates in reorganizations,
Lost or destroyed certificates,

DIRECTONS

Appolntment.

Election.

Voting qualifications,

Class directors,

Directors-at-large.

Canduct of slection.

Notifieation ¢f nomination and c¢las-
sification.

Nominating certificates,

Notification to nominees,

Nominations for more than one dl-
rectorship.

First-election ballots,

Balloting.

State representation,

First election resulty,

Designation of directorship for States
Inndequately represented.

Declaration and notification of first
election results,

Final election ballots,

Final balloting.

Declarntion and notification of final
eloction results, T

Tie vote.

Malling of nominating certificates
and balloting material,

Opening, retention and inspection of
ballots,

Prohibition of actions influencing
votes,

Polling time,

52244 Dircctorship vacancy.

52245 Definition of "State".

COMPENSATION AND DUTIES OF DIRECTORS
62260 Compensation,
52261 Dutles.
SELECTION AND COMPENSATION OF OFFICERS
AND EMPLOYEES

Selection.
Compensation,
Indemnification,

DUTIES OF OFFICERS

52276 In general,
52296 President,

- VISCAL AGENT

52280 Belection,

52281 Duties.

522,82 Compensation and expenses.
AvrHonrry: §§522,1 to 52282 lssued un-

dor seo. 17, 47 Stat, 736, aa amended: 19

U, 8. C. 1437, Reoryg. Plan No, 3 of 1047, 12

F. R, 4081, 3 CFR, 1847 Supp.

INCORPORATION

§5221 Charter. An organization
certificate made and filed by a Bank pur-
suant to the provisions of section 12 of
the act shall be deemed its charier.

CAPITAL

$ 5225 Par value and price of stock:
The capital stock of each Bank, in €%=

5225
5220
522,10
522.11
522.12
52213

52220
522,21
52222
522.23
522.2¢4
522.25
53226

52227
522.28
52229

52230
52231
52232
53233
52234

52235
52236
52237
52238

522.39
52240

652241
52242
52243

522.70
522.71
522,712

cess of its minimum capital as estab-
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lished pursuant to the authority con-
tained in section 6 (a) of the act, shall
be sold at par unless a price in excess of
par has been designated by the Board.

£ 522.6 Dividends, The board of di-
rectors of & Bank may, with the approval
of the Board, declare dividends out of
net earnings or undivided profits to
stockholders of record at the close of
business on June 30 and/or December 31
upon the paid-in value of capital stock
outstanding on such record date pay-
able on a date to be specified in the res-
olution declaring said dividend. On pay-
ments made on account of stock during
the dividend period (after deducting
amounts of any stock repurchased), div-
{dends shall be computed for the time
such payments were invested in the
Bank's stock.

§ 522,10 Issuance of stock certificates.
When o Bank receives advice that an in-
stitution has been approved for member-
thip by the Board, it shall issue as of
the effective date of such membership,
in the name of such member, a certificate
of stock for ‘the full amount of such
member's stock subscription and upon
the issuance of such certificate, such
member shall be deemed a stockholder of
record; but where such member has not
made full and final peyment on account
of its stock subseription, the Bank shall
hold the stock certificates so issued until
full payment therefor has been recefved
by the Bank. Upon the change in the
name of & member, it shall surrender to
the Bank its stock certificate or certifi-
cates, which shall be promptly can-
celed and a new certificate or certiflcates
issued in lieu thereof.

1522.11 Stock certificates in consoli-
dations, Upon the consolidation of two
or more member institutions into a single
institution operating under the charter
0'! one of the consolidating institutions,
the Institutions other than the one sur-
viving shall surrender thelr stock cer-
tificates to the Bank of which they are
members, and upon the cancellation of
such certificates by the Bank, the stock
subseriptions of such institutions may be
refunded to the consolidated institution
alter adjustment to the minimum num-
ber of shares required to be held by the
cansolidated institution under the pro-
Vislons of section 6 (¢) and/or section 10
(¢) of the act.

_§522.12  Stock certificates in reorgan~
izations. If a member institution reor-
gznizes by transferring all of its assets
to another institution or by transferring
8 partion of its assets to such institution
and retaining the remainder for liqui-
dating, the member shall surrender its
Slock certificate to the Bank, and upon
the cancellation of sueh-certificate the
B.mk» shall, subject to the approval of
u:e Board, and providing no advances
n::.: outstanding necessitating the hold-
1{1.{ of the stock as collateral, either re-
‘uxgc} to the member the value thereof
n‘;u.ch shall not exceed the amount paid
o, or, at its discretion, to the institution
“_c.f-.un'ma the assets; except, however, in
(u 4 of the latter, if the institution ac-
;;;Idngg the assets has made application
s 48 been approved for membership,

ank is authorized to apply as a pay-
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ment on the stock subscription of such
institution the refund value of the
liguidating member's stock.

§ 522.13 Lost or destroyed certificates.
The Banks are autherized to issue cer-
tificates of stock to replace certificates
lost or destroved, upon presentation by
the member of satisfactory evidence of
such loss or destruction, and such cer-
tificates shall show cn the face thereof
that they are duplicates.

DIRECTORS

§ 52220 Appointment. Four direc-
tors of each Bank will be appointed by
the Federal Home Loan Bank Board
(referred to in this part as the “Board").

$522.21 Election. Not less than
elght nor more than eleven directors of
each Bank will be elected In accordance
with the provisions of §§522.21 to
522,45,

§522.22 Voting qualifications. As
provided in section 7 of the act, the elec-
tive directors of each Bank shall be
elected by the members thereof, pro-
vided such members hold at least $1,000,-
000 of the capital stock of the Bank at
the time nominations are required.
Members shall be deemed to hold $1,000,-
000 of the capital stock of a Bank when
they have subscribed to a total of
$1,000,000 par value of such stock, made
the statutory payments thereon, such
subscriptions have been accepted and
the subscribers have been notified.

§ 522.23 Class directors. Two of the
elective directors shall be known as Class
A directors, two as Class B and two as
Class C, and shall hold office for terms
of two years: Provided, That, in the case
of the Federal Home Loan Bank of San
Francisco, there shall be three elective
directors in each of the aforesald classes,
Each of these directors shall be a citizen
of the United States, a bona fide resident
of the district in which the Bank is lo-
cated; shall be an officer or director of &
member of the Bank in the group elect-
ing him and shall be deemed to be from
m:egtnce in which such member is lo-
cated,

§ 52224 Directors-at-large. Two of
the elective directors shall be known as
directors-at-large, shall be elected by the
membership-at-large, without regard to
classes, and shall hold office for terms
of two years, Each of these directors
shall be a citizen of the United States, a
bona fide resident of the Bank district
and if amliated, as an officer or director,
with a member of the Bank, shall be
decmed to be from the State in which
such member is located. Each of these
directors who is not afliated, as an offi-
cer or director, with a member of the
Bank, shall be deemed to be from the
State in which he has established & bona
fide residence,

§52225 Conduct of ‘election. 'The
election of directors shall be held an-
nually and shall be conducted by mail
under the supervision of the Board. No
nominations shall be accepted from
members which were admitted to mem-
bership within the 10 days prior to the
date nomination certificates are to be
forwarded to members as set forth In
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§ 522.26 and no votes for the election of
candidates shall be accepted from mems-
bers which were admitted to membership
within the 10 days prior to the date
election ballots are to be forwarded to
members as set forth in §§ 522.30 and
52236, respectively.

§ 522.26 Notification of nomination
and classification. Not later than Jan-
uary 15 of each year the Board will mail
to members, as of the immediately
preceding December 31, forms upon
which each member shall report the ag-
gregate unpaid principal of its home
mortgage loans at the close of said De-
cember 81. The forms shall be duly
executed and mailed so as to be received
by the Secretary to the Board not later
than February 15. On the basis of the
size of the members, as determined from
the aggregate unpald principal of each
member's home mortgage loans appear-
ing on such forms, the Board will estab-
lish lines of class demarcation for, and
divide the members of each Bank into,
classes A, B, and C. In the event the
above described form shall not have
been recelved from a member before the
time limit specified in this section, the
size of such member will be determined
from the unpaid principal of its home
mortgage loans appearing on the most
recent report in the possession of the
Board on the Immediately preceding
December 31. Any institution admitted
to membership subsequent to the sald
December 31 will be classified on the
basls of the unpa!d principal of its
home mortgage loans as of the date of
admittance., The Board will then notify
each member not later than August 1
of each year of its classification and of
its right to nominate and will furnish
each member with a list of the members
in its class and a list of those holding
directorships at that time in the Bank
of which it is a member, reflecting each
class directorship and each director-
ship-at-large and containing the name
of each director, the date of expiration
of the term of ench director, the name
and address of the member -institution
of which each class director is an officer
or director and his title, the name and
address of the institution with which
each director-at-large is afMliated and
his title, or, if not aMiiated with an
institution, his present or former occu-
pation and the city and State of which
he is a bona fide resident, At the same
time each member will be furnished
with a copy of the regulations in this
part governing the nomination and elec-
tion of Bank directors and the neces-
sary nominating certificate and will he
notified of each directorship to be filled
from the membership-at-large and of
each directorship to be filled in its class,

§ 522,27 Nominating certificates.
Upon receipt of the nominating certifi-
cate each member, by resolution of its
governing body, may nominate, or au-
thorize one of its directors and one of
its officers to nominate, a suitably quali-
fled person for each directorship to be
filled ‘In its class and each directorship
to be filled from the membership-at-
large. The certificate shall then be duly
executed and malled to the Secretary to
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the Board, so as to be delivered to his
office in Washington, D. C,, not later
than August 31,

§ 522.28 Notification to nominees. A
letter will be forwarded to each nominee
under registered malil so as to reach his
address, as shown by the Board's records,
before September 9, informing him of
his nomination: Provided, however, That
no such letter shall be forwarded to any
nominee holding & class directorship or
a directorship-at-large whose term does
not expire until after the close of the
calendar year during which the election
is being held or to any nominee holding
an appointive directorship, unless the
Secretary to the Board has received from
him before September 1 notice of his in-
tention to be a candidate for a class
directorship or directorship-at-large.
With such letter each such nominee will
be forwarded s list of nominees reflect-
ing the directorship or directorships for
which each was nominated, a copy of
these regulations governing the nomina-
tion and election of Bank directors and
a questionnaire which will contain,
among other things, a request for a brief
blography and questions to ascertain
whether the nominee s eligible for the
directorship for which he has been nomi-
nated and whether he is willing to serve~
if elected. Such questionnaire must be
completely filled in and mailed so as to
be delivered to the office of the Secretary
to the Board not later than September
20 in order for the nominee to have his
name placed on an election ballot. No
candidate shall be eligible for election to
a directorship unless he is nominated
and his name placed on an election bal-
lot pursuant to the provisions of this
sectlon and § 522.29.

§522.20 Nominations for more than
one directorship, In the event any per-
son is nominated for two directorships,
he will be so informed by the Board in
the letter referred to In §522.28 and
given an opportunity to state which of
sald directorships he prefers; or in the
event any person is nominated for more
than two directorships, he will be so
informed by the Board by said letter
and given the opportunity to express his
order of preference for the directorships
for which he has been nominated. In
each such case the nominee will be in-
formed by said letter that it is necessary
that the Board receive from him, not
later than September 15, an expression
of preference in order to have his name
placed on an election ballot, In each
such case where the Board has received
from & nominee an expression of prefer-
ence within the time referred to and the
other information as required in this
part, the Board will, in accordance with
the preference expressed, designate the
directorship for which the nominee shall
be a candidate; however, if it appears
to the Board that such action would
impair, or result in such nominee have
ing no chance of being elected on ac-
count of, the representation per State as
set forth in § 522.32, the Board will des-
ignate such person as a candidate only
for the directorship which appears to

the Board to be the most suitable, if it -

also appears to the Board such person
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has a chance of being elected to such
directorship. If it appears to the Board
that a candidate has no chance of being
elected to a directorship or to any of the
directorships for which he has been
nominated, on account of the representa-
tion per State as set forth in § 52232,
the name of such eandidate will not be
placed on an election ballot if he has
made a request that his name not be so
placed in such event.

§ 522.30 First election Dallots, On or
before October 1, the Board will mafl
to each member the first election ballots
which will contain in alphabetical order
the name of each candidate for each
directorship to be filled in its class and
from the membership-at-large who has
complied with the provisions of §§ 522.28
and 522.29. Each ballot for a class di-
rectorship will also reflect the title of
each candidate and the name and ad-
dress of the member Institution of which
he i5 an oMcer or director, Each ballot
for a directorship-at-large will also re-
flect the title of each candidate and the
name and address of the institution with
which he is affiliated or, if not afliated
with an institution, his present or for-
mer occupation and the city and State
of which he Is a bona fide resident. In
the event a candidate for a directorship-
at-large is aMliated with an institution
which is not a member of the Bank such
fact will be recorded on the ballot,

$522.31 Balloting. Each member, by
resolution of its governing body, may
cast its vote or authorize one of its di~
rectors and one of its officers to cast its*
vote for each directorship to be filled in
its class and for each directorship-at-
iarge to be filled by votes from the mems-
bership-at-large. The ballots shall be
properly marked and the envelope of
certification properly executed, and both
mailed to the Secretary to the Board so
as to be delivered at his office in Wash-
ington, D. C., not later than October 31.

$522.32 Staterepresentation. Inde-
termining the resuits of balloting by the
members, the Board will, subject to the
provisions of §§ 522.23, 522.33 and 522.34,
see that each State is represented on the
new board of directors by at least the
number of elective directors set forth
below: Provided, There has been an eli-
gible candidate from such State who has
been voted for:

Fedoral Home Loan Bank of—
Boston
New York
Pittsburg!
Or boro

Clnelnnat!

Indianapolis

Chicago .

Des Molnes

Little Roock

Topeka

San Francisoo:
Callfornia
Each other State.

And provided further, That
of the Federal Home Loan
Francisco, there shall not be more
three elective directors from any
States.

§ 52233 First election resulls. Be-
fore November 15 the Board will deter-

per State:

5 e e R

1

=3
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mine the results of the first election bal-
lots. In case of each directorship subject
to‘the election, any candidate having a
majority of all votes cast for a director-
ship will be declared elected, provided
the required minimum representation
per State will not be impaired therchy.
If the required minimum representation
per State will not be maintained on the
new board of directors, the Board will
designate for each State which appar-
ently would otherwise be inadequately
represented the directorship or direclor-
ships to be filled only by a candidate
from such State, provided there has
been a properly qualified candidate from
each of such States who has been voted
for for the directorship so designated.

§ 52234 Designation of directorsiip
for States inadequately represented. (a)
In making each such designatioh the
Board will first ascertain the director-
ships for which a candidate from the
State which apparently would otherwise
be inadequately represented has been
voted for and which can be reserved for
such State without impairing the neces-
sary representation of any other State
more entitled to representation. From
the directorships thus ascertained to be
available for designation, the Board will
designate for each State which appar-
ently would otherwise be inadequately
represented the dirvecforship for which
a candidate from such State has received
more votes than any other candidate for
such directorship. If no candidate from
such State has geceived such a plurality
and the leading candidates for all of the
available directorships are, therefore,
from other States, the Board will, from
the available directorships, designate the
directorship for which the leading cean-
didate has a lesser percentage of votes
than any of the leading candidates for
other available directorships. This pro-
cedure will eliminate from further con- .
sideration all candidates from other
States for such directorship reserving it
for candidates from the State which ap-
parently would otherwise be inade-
quately represented.

(b) If after designating a directorship
to be filled from a State which appar-
ently would otherwise be inadequntely
represented, the Board finds that only
one candidate from such State has re-
ceived a vote or votes for such director-
ship, such candidate will be declared
elected. Otherwise, a final election ballot
will be required involving only cancdidates
from such State for such directorship,
who are to be selected in accordance with
§ 522.36.

§ 52235 Declaration and notification
of first election results. Upon determin-
ing the results of the first election bal-
lots, the Board will declare elected tho
candidates who -should be declared
elected in sccordance with the provi-
sions of §§ 522.21 to 522,45. The Board
will thereupon spread said results upon
its minutes and notify the directors
elected of their election, The Board will

advice as to any directorship or direc~
torships which are to be subject to &
final election, The Fesults of the frst
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election ballots shall reflect the name
of each candidate, the name and ad-
dress of the institution with which he is
amliated, the number of votes he re-
celved, the number of members eligible
to vote for the directorship for which
he was & candidate and the candidate
declared elected. Upon the request of a
candidate the Board will furnish him
with the number of votes each candidate
received for the directorship for which
he was & candidate and the number of
members eligible to vote for the direc-
torship for which he was a candidate.

§ 522.36 Final election ballots. On
or before November 15, the names of the
two highest candidates for each direc-
torship not filled will be placed on final
election ballots and such ballots for-
warded to the members entitled to vote
for such directorships: Provided, how-
ever, That in the event more than two
candidates receive the same number of
votes for a directorship and such number
iz greater than the votes of any of the
other candidates for such directorship,
the names of all said candidates receiv-
Ing an equal number of votes shall be
placed on the final election ballot: Pro-
vided further, That in the event one
candidate receives more votes than any
other candidate for the directorship and
the next highest number of votes for the
directorship is held by two or more
candidates, the names of all said can-
didates receiving the two highest number
of votes for the directorship shall be
piaced on the final election ballot.
There will be shown on each final elec-
tion ballot the same information with
respect to each candidate which will
be shown on each first election ballot
with respect to each candidate as set
forth in § 522.30.

§522.37  Final balloting. Each mem-
ber, by resolution of its governing body,
may cast its vote or authorize one of its
directors and one of its officers to cast its
vote for each directorship to be filled as
the result of the final election ballots.
The ballots shall be properly marked and
the envelope of certification properly ex-
ecuted, and both mailed to the Sécretary
to the Board so as to be delivered at his

office in Washington, D. C., not later than
December 15,

£52238 Declaration and notification
o/ final election results. Upon deter-
mining the results of the final election
ballots, the Board will declare elected
the candidates recelving the highest
number of votes. The Board will there-
Upon spread said results upon its minutes
and notify the directors elected of their
electlon, The Board will furnish each
Bank member with the results of the
election of directors for that Bank. The
Tesults of the final election ballots shall
reflect the name of each candidate, the
Dame and address of the institution with
which he is afllliated, the number of
Votes he received, the number of nrem-
bers eligible to vote for the directorship
for which he was a candidate and the
candidate declared elected. Upon the
Tequest of & candidate the Board will
furnish him with the number of votes
ach candidate received for the director-
ship for which he was a candidate and
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the number of members eligible to vote
for the directorship for which he was a
candidate,

§ 522.39 Tie vote. In the event the
voting for those whose names appear on
& final election ballot résults in a tie,
the Board will determine which of the
leadé:: candidates shall be declared
elected.

§ 52240 Mailing of nominating cer-
tiflcates and balloting material. Al
nominating and balloting material sent
to members shall be forwarded by regu-
lar mall, except that such material sent
to members In Puerto Rico, the Virgin
Islands, Alaska and Hawali shall be for-
warded by airmail. Each Bank will be
furnished with copies of all nominating
certificates, ballots and other election
material which has been forwarded to its
members.,

§ 52241 Opening, retention and in-
spection of ballots. No election ballots
will be opened until after the close of the
polis. No ballots will be considered ex-
cept ballots exeouted on forms supplied
by the Board. No change in any ballot
will be permitted aftér it has been deliv-
ered to the Secretary to the Board. All
ballots and envelopes of certification
shall be preserved by the Secretary o the
Board until the end of the ensuing cal-
endar year and shall be subject to inspec-
tion only by a member of the Board.

§ 522,42 Prohibition of actions influ-
encing voles., Neither an officer, attor-
ney, employee or agent of the Board nor
a Board of Directors, Executive Commit-
tee, officer, attorney, employee or agent
of a Bank shall take any action which
would tend to influence. votes for any
candidate for a directorship in a Bank,
The Board, after hearing, may consider a
violation of the provisions of this section
as grounds for dismissal or may declare
,:hoe directorship involved as vacant, or

th.

§ 52243 Polling time. In the event
any date specified in §§ 522.22 to 522.37
falls on & Sunday or a holiday, the next
business day shall be Included in the time
allowed. All polls shall be closed on the
dates specified at 5:00 p. m., e. 8. t. No
nominating certificate, questionnaire or
ballot shall be considered unless deliv-
ered at the office of the Secretary to the
Board, Washington, D. C., at or before
the time speg.ned.

§ 52244  Directorship. vacancy. In
the event of a vacancy In any elective
directorship the Board will, If it con-
siders it feasible to do so, fill such va-
cancy by an appointment for a period
to expire at the end of the calendar year
in which the vacancy occurs and, at the
next regular election, a director shall be
elected to hold office for the unexpired
portion of the term, if any. The Board
will also determine any other matters
concerning the election and appointment
of directors which are not provided for
in §5 52221 to 522.45.

§ 52245 Definition of “Slate”. As
used with respect to the election of direc~
tors for the Federal Home Loan Banks,
the term “State” means any one of the
States or the District of Columbia.
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COMPENSATION AND DUTIES OF DIRECTORS

§ 522.60 Compensation. Directors'
feea shall be established by each Bank,
subject to the approval of the Board.

§ 522,61 Duties. Individually and
collectively, It shall be the specific duty
of the directors of each Bank to have the
Bank comply with the provisions of the
act and of the regulations in this part
relating to the operation of the Bank.
The directors shall hold such meetings
and perform such other duties as are set
out in the Bank's bylaws.

SELECTION AND COMPENSATION OF OFFICERS
AND EMPLOYEES

§522.70 Selection. The election or
appointment of the officers, legal counsel
and employees of a Bank shall be in ac-
cordance with the bylaws of such Bank,
No full-time cfficer or employee of any
Bank shall sact in any capacity for any
member or institution which is insured
by the Federal Savings and Loan Insur-
ance Corporation under any understand-
ing providing for continuous or repeated
services nor act in any capacity for any
institution in connection with any peti-
tion, application, or matter in which any
action is required by the Bank or any of
its officers, whether the Bank or such
person will be acting for the Bank or as
agent of the Board, or Federal Savings
and Loan Insurance Corporation, except
when employed by, or with the consent
of, the Federal Savings and Loan Insur-
ance Corporation in cases involving pay-
ment of insurance, loans, purchases of
assets or contributions by said Corpora-
tion under section 405 or 406 of the Na-
tional Housing Act, as amended, The
prohibitions as to employment set forth
in the preceding sentence shall apply to
the counsel and attorneys of any Bank,
whether employed on a salary, fee, re-
tainer or other basis, except that, with
the prior consent of the Board, and to the
extent of such consent, any such per-
son may act as counsel or attorney for
any institution in connection with any
matters covered by such prohibitions,
The Board disapproves the practice of
nepotism in the selection of personnel.

§ 52271 Compensation., The board of
directors of each Bank shall adopt appro-
priate resolutions annually showing the
contemplated compensation of officers
and legal counsel, to be effective during
the next calendar year. Such resolutions
shall be forwarded to the Board so as to
reach it not later than November 1. The
Board will, for each Bank, either approve
or disapprove, in whole or in part, such
proposed compensation and will advise
the Bank of its action relating thereto.
Each Bank may establish the amount
and form of compensation of all other
employees within the limits set forth in
its approved budget. No bonus shall be
pald by any Bank to any director, officer,
employee or other person.

§ 52272 Indemnification. A Federal
Home Loan Bank which has duly adopted
a bylaw so providing shall indemnify or
reimburse each present and future di-
rector, officer or employee of the bank
(and his heirs, executors and administra-
tors) against all reasonable expenses
(subject to approval by the Board as to
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the reasonableness thereof), and against
all liabllitles to third persons, incurred
by him in connection with or arising out
of any action, suit or proceeding brought
against him by reason of any act or omis-
glon in the performance of his official
duties as such director, officer or em-
ployee of the bank (whether or not he
continues to be a director, officer or em-
ployee at the time of incurring such ex-
penses or liabilities). Such expenses and
Habilities shall Include, but not be limited
to, court costs and attorneys’ fees, judg-
ments, and the costs of reasonable settle-
ments, The bank shall not, however, in-
demnify such director, officer or employee
against either expenses or liabllitles with
respect to matiers as to which he shall be
finally adjudged in any such action, suit
or proceeding to be liable for negligence
or wilful misconduct in the performance
of his officinl duties as such director,
officer or employce, or shall be finally
adjudged or shall agree by way of settle-
ment to be liable to the bank for any
reason. Indemnification in the event of
& settlement or compromise shall be sub-
ject to prior approval by the Board and
shall be had only where it is determined
that such director, officer or employee is
not liable for negligence or wilful mis-
conduct in the performance of his offi-
cial duties with respect to the matters
involyed and that such settlement or
compromise is In the best interest of the
bank. The foregoing right of indemnifi-
cation shall not be exclusive of other
rights to which any director, officer or
gnployee may be entitled as a matter of
W.
DUTIES OF OFFICERS

§52275 In general. The President
shall be the chief administrative officer
of the Bank. The President and other
officers shall have such powers and duties
as are prescribed in the Bank's bylaws
and in the regulations in this part.

§52276 President. The President
shall endeavor to ascertain whether each
member of the Bank is complying with
the provisions of the act and of the regu-
lations 'in this subchapter relating to
such member. If the President finds
that a member institution is not con-
ducting its affairs in accordance with the
foregoing, he shall request the member
so to do. In the event the member does
not comply with such request, the Presi-
dent shall report the matter, or cause it
to be reported, to the board of directors.

FISCAL AGENT

§522.80 Seiéction. There shall be a
Fiscal Agent of the Banks who shall be
appointed by and whose compensation
shall be established by the Presidents of
the Banks, subject to the approval of the
Board.

§ 52281 Duties, (a) The Fiscal Agent
shall (1) conduct all negotintions relat-
ing to the public or private offering and
sale of consolidated Federal Home Loan
Bank obligations, az may be authorized
by the Board; (2) conduct all negotin-
tions for the purchase and/or sale of any
securities in behalf of a Federal Home
Loan Bank, as may be requested by such
Bank after receiving the approval of the
Board in the event such approval is re-
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quired or as may be requested by the
Board; and (3) perform such other re-
lated duties as may be requested of him
by & Federal Home Loan Bank or Banks
and/or the Board,

(b) The Fiscal Agent shall maintain
in a checking account in a commercial
bank approved by the Banks an “imprest
fund”, in such maximum amount as may
be approved by the Banks, Such bank
account shall be subject to withdrawal
by check or draft signed by either the
Fiscal Agent, or by another person or
persons designated by him with the ap-
proval of the Banks. Each Bank shall
from time to time forward to the Fiscal
Agent its check for the amount repre-
senting its prorata share of thé expendi-
tures made by him during & designated
period from the funds received fromithe
Banks, promptly upon receipt of state-
ments from him of such amounts, All
of the foregoing receipts from the Banks
are to be deposited by the Fiscal Agent
in the bank account referred to in this
section and are to be disbursed as pro-
vided in § 522.82.

§522.82 Compensation and expenses.
The Bank Presidents shall appoint a
budgét committee consisting of three
Bank Presidents. The Fiscal Agent shall
annually submit to such committee a
budget for the following calendar year
containing proposed allotments for the
expenses of maintaining and operating
his office. After such budget has been
approved by at least two members of the
committee and by a majority of the
Presidents of the Banks, it shall be for-
warded to the Board so as to reach it on
or before the first day of December.
The action of & President concerning
such proposed budget shall be reported
by him to the next scheduled meeting
of the Bank’s Board of Directors. After
such budget has been approved by the
Board, the Fiscal Agent may make dis-
bursements thereunder from the funds
provided for In § 522,81 (b). The Flscal
Agent may, without further authority,
make'a transfer from an excess allot-
ment, in the budget referred to, to an
insuficient allotment. However, trans-
fers to allotments for compensation or
rent of banking quarters, as well as any
proposed changes which would Increase
the total of the approved budget, shall
be submitted by the Fiscal Agent for
approval in the same manner as the
original budget was submitted, In addi-
tion the Fiscal Agent shall, upon the
direction of the Board, make disburse-
ments from the funds provided for in
§ 52281 (b), in payment of such other
expenses which will not be covered-by
the approved budget and which are
deemed appropriate.

PART 523—MEeEMBERS OF BANKS
APPLICATION POR MEMBEZISHIP

Sec.
523.1 Applieation form.
5232 Examinstion and review of appllca~
tion. <
5233 Board action on applieations.
STOCK SUBSCRIFTION
5234 Subscription form.
523.5 Minimum stock subscription.
5236  Adjustments in atock holdings.

N\

Bec.
523.7 Excess stock subscriptions.
623.8 Paymentson stock subseription.

5239 ‘Transfer or hypothecation of stock

HOLDINGS OF CASM AND OBLICATIONS OF THY
UNITED STATES

523.12 Holdings of cash and obligations of
the United States by members,
REPORTS
523.15 Reports.

EXAMINATIONS

523.20 PExaminations of members.
523.25 OfMcial memberahip insignia,

WITHDRAWAL AND AEMOVAL FROM MEMBERSIIIP

523.30 Procedure for withdrawal,
52331 Cancellation of withdrawal notice.
52332 Procedure for removal.

Aurnonrry: 3§ 523.1 to 533.32 lssued under
#00. 17, 47 Stat, 736, as amended; 12 U, 8. C,
1437, Reorg. Pian No. 3 of 1947, 12 P. R. 4081,
3 CFR, 1947 Supp. Statutory provisions in-
terpreted or applled are cited to text In
parentheses,

APPLICATION FOR MEMBERSHIP

§523.1 Application form. Applica-
tions for membership shall be made on
forms approved by the Board. Any in-
stitution desiring to become & member
of a Bank shall obtain application forms
from and file the same in duplicate with
the Bank of the district In which it is
located.

§ 5232 Examination and repiew of
application. The officers of the Bank
designated by its board of directors shall
promptly consider the application for
membership and shall endeavor to obtain
such supplemental information as they
may deem appropriate. They shall re-
port their recommendations thereon to
the board of directors or to the executive
commitiee of the Bank, which shall
consider the officers’ report and, after
obtaining any additional information
with respect to the application as it may
desire, shall then transmit the applica-
tion to the Board with its recommenda-
tion thereon. The board of directors
may authorize the said designated offi-
cers to transmit applications for mem-
bership to the Board with their recom-
mendations thereon, during the periods
between meetings of the board of direc-
tors or executive committee of the Bank,
provided such action is in accordance
with the Bank's bylaws. Each such
action shall ba reported to the next meet~
ing of the board of directors or executive
commitiee, whichever shal! first occur.

§523.3 Board action on applications.
The Board, after considering the appii-
cation and the recommendation of the
Bank, will inform the Bank of its action
thereon. The Bank will inform the ap-
plicant of such action, and, if the appli-
cation is approved, transmit to the appii-
cant the membership certificate received
from the Board.

STOCK SURSCRIFTION

§ 523.4 Subscription form. Duly ex-
ecuted subseription for stock shall b':
made by the applicant at the time o
filing application for membership.

§523.5 Minimum stock subscription.
When a member has filed with the BﬂD:
the report required by § 523.15, the Bao
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shall notify the member if an additional
subscription to_its capital stock is re-
quired in order to comply with the act.

£ 523.8 Adjustments in stock holdings,
The board of directors of any Bank may
increase or decrease the amount of stock
of any member from time to time so that
the stock held by each member shall
conform to the provisions of section 6
(1) of the act. In any case in which the
amount of stock held by . member is
decreased upon proper application of
such member, the Bank shall pay for
each share of stock, upon its surrender,
an amount equal to the value thereof,
which value shall be determined as pro-
vided in section 6 (i) of.the act, or, at
its election, apply the whole or any part
of such payment as a credit upon the
indebtedness of the member to the Bank.
A Bank may require a member to give
30 days' written notice of its Intention
to make an application to the Bank for &
decrease in the amount of stock held by
it. In no case shall there be a reduction
in the amount. of stock held by any
member to an amount less than that re-
quired by section 10 (¢) of the act. The
board of directors of any Bank may, by
resolution, designate the duly consti-
tuted executive committee or any officer
of such Bank to exercise the powers
granted by this section.,

1523.7 Ezcess stock subscriptions. A
member, subject to the approval of the
Bank, may subscribe to the capital stoek
of the Bank of which.it {s a member In
such larger amount than the minimum
amount specified by the provisions of
section 6 (¢) of the act as it may desire,
subject to the provisions of the law un-
der which such member operates,

§523.8 Pduyments on stock subscrip-
tion. An applicant may pay for stock
subscribed in Installments, as provided
In section 6 (d) of the aet. In the event
of substantial delay between the time of
filing of the application and notification
of such applicant’s admission to mem-
bership, provided the applicant has fur-
Dished all [nformation required and
complied with applicable laws and the
regulations of the Board, such applicant
may be allowed to make its second pay-
ment upon admission and succeeding
payments as above provided. All other
subscriptions to a Bank’s stock shall be
paid in full not later than the time the
lock certificates therefor are issued.

K .§23.9 Transfer or hypothecation of
Hock. A member desiring to dispose of
Or transfer its stock shall make appli-
cation for Board approval through the
Bank of which it is a member,

HOLDINGS OF CASH AND OBLIGATIONS OF THE
UNITED STATES

£523.12 Holdings of cash and obli-
vations of the United States by members.
No member Insurance company shall
make or purchase any loan, other than
loans on the company’s insurance poli-
cles, at any time when the aggregate of
s cash and obligations of the United
States is not at least equal to 6 percent
;’f !'s policy reserve required by state
4%. No other member shall make or
Purchase any loan, other than advances
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on the sole security of its withdrawable
accounts, at any time when its cash and
obligations of the United States are not
at least equal to 6 percent of the obliga-
tion of the member on wimdgwablo

(a) A loan shall be deemed to have
been made as of the date of the note or
bond evidencing the same, and a loan
shall be deemed to have been
as of the date of payment therefor;

(b) The term “cash” shall mean cash
on hand, and cash on deposit in banks,
including Federal Home Loan Banks,
which is not pledged as security for in.
debtedness; and

(¢) The term *“obligations of the
United States” shall mean 21l unpledged
evidences of indebtedness issued by the
United States and all unpledged evi-
dences of indebtedness issued by any
agency or instrumentality of the United
Statés which are by statute fully guar-
anteed as to principal and interest by
the United States.

REPORTS

§ 523.15 Reports. Each member shall
make an annual report of its affairs as
of the end of its fiscal year, or as of a
date which may be mutually agreed upon
by the Bank and such member, upon
forms approved by the Board, Two
copies of such annual reports shall be
forwarded to the member's Bank within
30 days after the end of such reporting
year (unless the Bank shall establish a
longer period not exceeding sixty days),
One copy of such report shall be trans-
mitted by the Bank to the Board.

EXAMINATIONS

§523.20 Erxaminations of members.
Examinations of members, when re-
quired on account of the inadequacy of
State examinations for the purposes of
the Banks, shall be made at least annu-
ally, as prescribed by the Board, and the
cost of any such examination, as deter-
mined by the Board, shall be paid by
the member.

§523.25 Official membership insignia,
Each member is authorized to display the
approved design of insignia of member-
ship on its letterheads, share accounts
books, advertising, and similar material
and to display the insignia on its win-
dows or the exterior of its quarters.
Members are likewise authorized to use
the words “Member Federal Home Loan
Bank System" in plain lettering in simi-
lar instances.

WITHDRAWAL AND REMOVAL FROM
MEMBERSHIP

§ 523.30 Procedure for withdrgiwal,
When a member shall have filed with a
Bank notice of its intention to withdraw
from membership, the Bank shall sub-
mit such notice to the Board.

§ 52331 Cancellation of withdvawal
notice. A member, having filed notice
of intention to withdraw from member-
ship, may cancel such notice by notify-
ing the Board at any time prior to the
effective date of withdrawal, as fixed by
the Board.

§523.32 Procedure for removal—(a)
Grounds for removal, The grounds for
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the removal of a member from member-
ship in a Federal Home Loan Bank or to
deprive any nonmember borrower of the
privilege of obtaining further advances
from a Bank shall consist of any one or
more of the following:

(1) The failure of the member or non-
member borrower to comply with any
provision of the act.

(2) The fallure of the member or non-
member borrower to comply with any
regulation of the Board adopted pur-
suant to the act.

(3) The insolvency of the member or
nonmember borrower. Any member
which is a building and loan association,
savings and loan association, cooperative
bank or homestead assoclation will be
deemed insolvent if its assets are less
than its obligations to creditors and
others, including the holders of its with-
drawable accounts.

(4) The management or home-financ-
ing policy of the member or nonmember
borrower is of a character inconsistent
with sound and economical home financ-
ing or with the purposes of the act.

(b) Hearing. In the event the Board
is of the opinion that one or more of
the grounds enumerated in paragraph
(a) of this section exists for the removal
of any member from membership or the
depriving of any nonmember borrower
of the privilege of obtalning further ad-
vances, the Board will give such member
or nonmember borrower at least 30 days’
written notice of its intention to termi-
nate such membership or to deprive such
nonmember borrower of the privilege of
obtaining further advances, which no-
tice shall state the grounds for such ac-
tion and the time and place of a hearing
at which the member or nonmember bor-
rower may appear and be heard. Such
notice shall be served upon the member
or nonmember borrower in the manner
provided by Part 509 of this chapter,
The hearing shall be conducted in ac-
cordance with the provisions of said Part
509 of this chapter.

(Bac. 6, 47 Stat. 727, ns amended; 12 U. 8, C.
1426)

PART 524—OPERATIONS OF THE BANKS

See,

524.1 Bank quarters,

5242 Investmenta.

5248 Transfer of funds between banks.

5244 Deposits from mombers,

5245 Trustee powers.

52486 Budgets,

5247 Surety bonds.

5248 Insurange.

5249 Safe-keeping nccounts.

52410 Securitics held In trust or as col-
Iateral.

524.11 Deposltaries,

524.12 Donations.

524.13 Accounting,

AvtHomriTY: §§ 524.1 to 524.13 tssued under
pec, 17, 47 Stat. 736, ns nmended; 12 U. 8, O,
1437, Reorg. Plan No. 3 of 1047, 12 P, R. 4081,
8 CPR, 1047 SBupp.

§5241 Bank quarters. Neither a
Bank nor the Fiscal Agent of the Banks
shall enter into any contract for the lease
of quarters until such proposed contract
shall have been approved by the Board.

£§524.2 Investments. (a) Ordinarily
the acquisition and/or disposition of
securities shall originate with the Banks,
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The Board of Directors of a Bank may
authorize one or more officers of the
Bank to scguire and/or to dispose of
such securities which mature or are re-
deemable within thirteen months as in
the judgment of such officer or officers is
necessary in the operation of the Bank.
The proposed acquisition and/or dispo-
sition of all other securities by a Bank
shall be authorized in advance by 8 ma-
jority of the members of its Board of
Directors, Executive Committee, or In-
vestment Committee consisting of not
less than three members at least a
majority of whom shall be directors of
the Bank; such authorization shall be
either: (1) For each acquisition and/or
disposition, or (2) for acquisitions and/
or dispositions of securities not exceed-
ing the maximum amount stated in the
authorization and not having maturity
dates beyond that specified theremn,
which asuthorization shall be for a
period not exceeding ninety days, and
under which one or more of the Bank’s
officers designated by its Board of Direc-
tors may consummate such security
transactions as in his or thelr judgment
are necessary in the operation of the
Bank. Acquisitions and/or dispositions
of securities may be made by any Bank
without the prior approval of the Board
or a designated representative of said
Board, only when such security trans-
actions are In conformity with policies
established by said Board and trans-
mitted to the Banks or authorizations of
sald Board or said representative of the
Board.

(b) The principal amount of obliga-
tions of the United States shall be used
as the basis In determining compliance
with the provisions of sections 11 and 16
of the act,

(c) Advances to members maturing
within 1 year on the .security of home
mortgages or obligations of the United
States may be deemed investments in
compliance with section 11 (g) of the act.

(d) The temporary holding of cash
awaiting a propitious opportunity for the
investment of reserves under the provi-
slons of section 16 of the act is held to be
not a violation thereof,

§5243 Transfer of funds between
banks. Interbank borrowing shall be
through the medium of unsecured de-
posits. Such deposits shall bear interest
at rates established by the Board.

§ 5244 Deposits from members. (a)
Banks may accept demand deposits from
members, but no interest shall be paid
thereon.

(b) Banks may accept time deposits
from members but shall reserve the right
to require, in writing, at least 30 days’
notice of intention to withdraw such de-
posits or any part thereof. The rates of
interest to be paid on such deposits as
remain unwithdrawn for periods of 30
days or more may be established by the
board of directors of each Bank, within
the range established by the Board.

~ §$5245 Trustee powers. Each Bank
is authorized to act as trustee in any
trust affecting the business of any mems-
ber, nonmember insured institution, any
fnstitution or any group making applica-
tion for membership in a Bank or for
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insurance of accounts, or any group mak-
ing application for a charter for a Fed-
eral Savings and Loan Association: Pro-
vided, That such trusts are limited to
those which are created or which arise
for the benefit of the institution as such
or for the beneflt of its savers, investors
or-borrowers and/or are in the Interest of
the promotion of sound and economical
home financing: And provided further,
That Banks shall cease to act as trustees
in the case of applicants if the applica-
tion is withdrawn or rejected, The
Banks are authorized to make reasonable
charges for services rendered in con-
nection with such trusts.

§ 5246 Budgets. Each Bank shall
prepare and submit to the Board for its
approval a budget of operations in the
manner and according to the procedure
prescribed in its bylaws. Each Bank
shall submit to the Board with its budget
a certificate signed by its president as to
the compliance by each of its ofilcers,
legal counsel and employees with the
provisions of §522.70 of this subchapter
and a properly certified copy of the reso-
Jutions of its board of directors electing
officers and appointing legal counsel,
The Board will either approve the budget
as submitted by each Bank or approve
such budget with such adjustments
therein as to it appear proper. A Bank
may at any time adopt and request the
Board's approval of an amendment to
its approved budget; and upon approval
of any such amendment by the Board,
such Bank shall be operated within such
amended budget.

§5247 Surety bonds.. Each Bank
shall maintain adequate surety bonds
covering all officers, employees, attor-
neys, or agents having control over or
access to monies or securities owned by
each Bank or in its possession, in com-
panies approved by the Board. The form
and amount of such bonds shall be sub-
ject to the approval of the Board. All
such bonds and evidence of their con-
tinuation shall be held in the custody of
the Board.

§5248 Insurance. Each Bank shall
comply with all provisions of law as to
the maintenance of liability, compensa-
tion or other insurance, and may main-
tain such additional forms and amount
of insurance as in the opinion of its board
of directors is necessary to protect the
interests of the Bank.

§ 5249 Safe-keeping accounts. All
securities owned by each Bank shall be
held in either the Federal Reserve Bank
of New York or the Federal Reserve Bank
of Chicago, subject to the order of the
Secretary of the Treasury, who will
promptly transmit to the Federal Re-
serve Bank concerned all orders affecting
such safe-keeping accounts which have
been delivered to him by the Board: Pro-
vided, however, at any Bank may
make arrangements with a Federal Re-
serve Bank or with one of its depositary
commercial banks to hold in safe-keep-
ing United States Treasury Bills and/pr
Certificates of Indebtedness owned by it
subject only to its order. Without re-
gard to the provisions of this section, any
special series United States Treasury
Notes held by or for the account of any

Bank may be held with the Treasurer of
the United States or with such depositary
or depositaries as may be deslgnated by
the Board.

§ 524.10 Securities held in trust or as
collateral. Bonds and negotiable secu-
rities held by a Bank as collateral or in
trust shall be placed in the custody of a
Federal Reserve Bank or branch thereof,
a financial institution which is a member
of the Federal Rescerve System or of the
Federal Deposit Insurance Corporation,
or under such other arrangement as may
be approved by the Board: Provided,
however, That this section shall not ap-
ply to bonds and negotiable securities
held in custody pursuant to the plan for
the handling of security transactions of
member institutions approved August 13,
1943.

§524.11 Depositaries, Each Bank
shall maintain a checking account with
the Treasurer of the United States. The
board of directors of a bank shall desig-
nate such further depositaries as the
convenient operation of the Bank shall
require: Provided, That such depositaries
shall, unless otherwise authorized, be
members of the Federal Reserve System
or of the Federal Deposit Insurance
Corporation.

§ 524.13 Donations. Since a Bank Is
not a local institution, but s concerned
with the affairs of all communities in its
district and since it would be impracti-
cable to make donations to charitable
organizations without exercising a pref-
erence in favor of some communities as
against others, and in the complete ab-
sence of any authority at law for Banks
to make contributions to charitable or-
ganizations, no such donations are to be
made by the Banks.

§ 524.13 Accounting. The accounting
system for each of the Banks and all ac-
counting forms used by the Banks shall
be subject to the approval of the Board.

PART 525-—ADVANCES
GENERAL PROVISIONS RESPECTING ADVANCES
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52532 Advances for not more than 30 days
or for not more than 6 months,
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52534 Eligible institutions,

52535 Rates of interest.

52536 Applications for advances,
Avrnonrry: §§ 5251 to 52536 fasued under

seo. 17, 47 Stat. 736, ns amended; 12 U, 8. C.

1437, Reorg. Plan No. 3 of 1947, 12 P, R. 4681,

3 CPFR, 1047 Supp.

CENERAL PROVISIONS RESPECTING ADVANCES

§ 525.1 Limitations on advances. A
Bank shall not, unless otherwise directed
by the Board, advance to any member
an aggregate amount in excess of the
amount for which such member can
legally obligate itself or 50 percent of
such member's net assets or 50 percent
of such member's liability for shares and
deposits, whichever is the least..

§526.2 Lines of credit. The board
of directors or executive committee of
each Bank may establish a line of credit
for each member not In excess of the
member's borrowing capacity. Within
the lines of credit so established, the
executive officers of each Bank may make
advances to such members (subject to
compliance by the member with all legal
requirements), but a report of advances
so made shall, Insofar as practicable, be
submitted at the next meeting of the
board of directors or executive commit-
tee of the Bank, whichever meets first:
Provided, howeper, That advances au-
thorized under §525.32 shall be made
only in accordance with the specific lim-
itations set forth in such section. Lines
of credit shall be reviewed at least every
15 months by the board of directors or
exccutive committee of each Bank, and
ghall be revised when necessary. Lines
of credit shall lapse at the end of 15
months from the date authorized If cur-
rent information regarding the condi-
tion of the member is not available, and
thereafter no advances shall be made ex-
cept upon the specific approval of the
board of directars or executive commit-
tee of the Bank. In establishing a line
of credit for & member, the board of di-
rectors or executive committee of the
Bank may indicate the amount thereof
that may be advanced without pledge of
collateral. Reviews of lines of credit
shall be comprehensive enough to de-
:irminc the current condition of a mem-

-

§5253 Interest rates. The rates of
Interest on advances to members shall
be established by the board of directors
of each Bank, within the range estab-
lished by the Board.

15254 Bank stock collateral. The
Bank’s actual possession of fully paid
certificates of stock is not un-
:'!er the provisions of section 10 (¢) of
the act before making an advance to a
member, However, the assignment of
Such stock should be in the note or other
form of obligation used.

ADVANCES SECURED BY HOME MORTGAGES OR
OBLIGATIONS OF THE UNITED STATES
R 1525.10 Terms of advances. The
anks may make advances to members
No.240—3
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on the security of home mortzages
and/or obligations of the United States,
as provided In section 10 of the act, for
periods of not to exceed ten years, on a
monthly or quarterly amortization basis,
with interest thereon payable monthly
or quarterly, except that advances for
periods not exceeding one year need not
be amortized: Provided, however, That
Banks may, with the prior approval of
the Board, also make such advances on
a nonamortizable basis to members for
periods in excess of one year and not
exceeding ten years, subject to such
terms, conditions and limitations as the
Board may, by resolution or otherwise,
prescribe,

§ 525.11 Determination of value of
morigage collateral.- Subject to the lim-
itations prescribed by the act, each Bank
shall exercise its judgment in deter-
mining the coliateral value of each mort.
gage.

§525.12 Joint home and business
property, A first mortgage on real estate
upon which is located a dwelling or
dwellings for not more than four fam-
ilies, if otherwise eligible, does not be-
come ineligible because the real estate
also has other improvements thereon, as
in the case of what is commonly termed
“Joint home and business” property.

§525.13 Mortgages exceeding $35,000.
A home mortgage which was originally
written for more than $35,000 but which
has been reduced to $35,000, or less, may
be accepted as collateral, if otherwise
eligible,

§525.14 Pastdue mortgages. A home
mortgage is held to be “past due more
than 6 months when presented" if, (a)
that date is more than 6 months after
{ts final maturity date, or (b) If at that
date, 6 months or more have elapsed
since the holder has declared a default
of the home mortgage, or (¢) if at that
date a sum has accrued and remains un-
pald equivalent to the required contract
payments for a period of 6 months be-
yond the time when the holder of the
mortgage has an option to declare the
whole of the debt due and collectible.

§525.15 Curing of delinquencies on
past due morigages. A mere walver by
the holder of a mortgage of contracted
amortization payments shall not consti-
tute a cancellation of such delinquency,
but the parties thereto may enter into
a written contract modifying the terms
of repayment, the effect of which may be
to make the mortgage eligible as col-
lateral,

§ 525,16 Mortgage moratoria laws.
The Banks may give full faith and credit
to acts of State legislatures in reference
to extending home mortgage indebted-
ness,

§525.17 Morigage collateral becom-~
ing past due. A home mortgage which
becomes more than 6 months past due
while held by a Bank as collateral, may
be retalned, but the Bank in such cases
shall ecall for such additional collateral
as to the Bank may appear to be appro-
priate for the full and adequate security
of its loan.
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§ 525.18 Mortgages subject to prior
taxr Mens. 'The Banks are authorized to
accept and retain as collateral, home
morigages on property on which there
exists a prior tax lien, provided there is
not reasonable danger that such property
will be sold for taxes. Full consideration
shall be given to such unpaid taxes, if
any, when fixing the collateral value of
such mortgages.

§ 525.19 Reports on mortgage col-
lateral. At least annually, each borrow-
ing member shall be required to furnish
its Bank with a report of the current
status of each home mortgage pledged
to sald Bank as collateral. The form of
the report shall be subject to the ap-
proval of the Board.

§525.20 Split mortpages. In the case
of a so-called "split mortgage”, where
two or more mortgages are written upon
identical property but where the con-
tract or contracts provide that a portion
of such indebtedness shall be carried as a
straight mortgage and a portion as an
amortized mortgage, then, if the mort-
gage is otherwise eligible, that portion
which is amortized may be accepted as
collateral under the provisions of section
10 (a) (2) or (3) of the act, as the Bank
may elect, but that portion which is not
amortized may be accepted only under
the provisions of section 10 (a) (3) of the
act. However, no “split mortgage” shall
be accepted as collateral unless the entire
mortgage debt is pledged.

£525.21 Additional collateral, 1If,
during the time an advance is outstand-
ing, a deficiency of eligible collateral
should develop, and & satisfactory, cor-
responding reduction in the amount of
the advance cannot be obtained, a Bank
may protect its interests by obtaining
any collateral which will strengthen its
position.

§525.25 Advances secured by other
securities. Advances to members se-
cured by securities other than obliga-
tions of the United States may be made
by each Bank for periods not to exceed
1 year, under the provisions of section
11 (g) (37 of the act: Provided, (a) That
the securities so held as collateral con-
stitute an investment in which the mem-
ber Is legally authorized to invest its
funds; (b) that such securities have a
readily accertainable market value; and
(e¢) that such securities are not in de-
fault with respect to payments of inter-
est or principal. Advances under this
section shall not be made in an amount
in excess of 80 percent of the market
value or principal amount of such se-
curities, whichever is less, provided that
advances in amounts not in excess of
face value may be made upon the se-
curity of consolidated Federal Home
Loan Bank obligations,

§525.26 Advances secured by mem-
bers' deposits., Advances for periods
not exceeding 1 year may be made to'a
member under the provisions of section
11 (g) (3) of the act, on the security of
time deposits of such member, in an
amount not exceeding the total amount
of sald deposits,
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UNSECURED ADVANCES

§ 526.30 Acceleration of wmaturity.
Unless otherwise authorized by the
Board, each note representing an ad-
vance under the provisions of section 11
(2) (4) of the act shall provide that in
the event the creditor Habilities of the
borrower, excepting its liabllities to the
Bank, are increased in any manner to an
amount exceeding 5 percent of its net
assets, the Bank shall have the option of
declaring the note Immediately due and
payable.

§ 52531 Advancesto pay debls. Ad-
vances under section 11 (g) (4) of the
fct may be made to 2 member whose
creditor liabilities (not including ad-
vances from the Bank) are in excess of
9 percent of its net assets, provided the
Bank shall determine that as a result
of any such advance the creditor liabili-
ties (not including advances from the
Bank) of such member will be reduced to
an amount not in excess of § percent of
its net assets,

§ 52532 Advances for not more than
30 days or for not more than 6 months.
In addition to unsecured or secured ad-
vances with a maturity of not to exceed
1 year which may be made under the
provisions of section 11 (g) (4) of the
act, advances for not more than 30 days,
on an unsecured basis or on any kind
of security that may be readily available,
may be made to members under the pro-
visions of section 11 (g) (3) of the act,
provided the same have been unani-
mously approved by the executive com-
mittee of a Bank or by a majority of the
directors or by two officers of the Bank:
Such advances shall either be paid at
maturity or refunded with eligible collat-
eral. Advances under the foregoing
provisions of this section may also be
made with maturity of more than thirty
days but not more than six months, pro-
vided the resulting aggregate of advances
made undeyr this sentence, together with
the unpaid principal of any other ad-
vanees having an unexpired maturity of
more than thirty days, except advances
made in accordance with or secured as
provided In § 125.10, § 125.25, or § 125.26,
does not exceed 5 per centum of the
member's withdrawable accounts. The
provisions of the second sentence of this
section shall also apply to advances so
made,

ADVANCES TO NON-MEMBER MORTGAGEES

§ 525.33 Lines of credit. The board
of directors or executive committee of
each Bank may establish g line of credit
for each prospective non-member mort-
gagee borrower under the provisions of
section 10b of the act, which, in the opin-
ion of such board of directors or execu-
tive committee, may be safely extended.

§525.34 Eligible institutions. The
term “'chartered institutions having suc-
cession and subject to the inspection
and supéervision of some governmental
agency” as used in section 10b of the act
is deemed to mean institutions which
are, by law, subject to the continuous
examination and supervision of some
governmental agency having legal power
and authority to inspect and supervise,
An institution may not qualify merely
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by contracting with the Federal National
Mortgage Association, the Federal Hous-
ing Administration, or a similar agency
of the Government to furnish audits or
to permit examinations.

§ 525356 Rates of interest, In view of
the fact that such non-member mort-
gagees are not required to maintain an
investment in the capital stock of a Bank
as Is required of members, the rates of
interest to be charged on advances to
non-member mortgagees shallbe not less
than one-half of 1 per centum nor more
than 1 per centum higher than the rates
of interest chiArged to members on ad-
vances of like character,

§$525.38 Applications jJor advances.
Applications for such advances shall be
made in writing on forms prescribed by
the Board. A Bank may at its discretion
deny such applications, or may grant
them on terms and conditions which are
no more liberal than those applicable to
advances to members.

SUBCHAPTER CFEDERAL SAVINGS AND LOAN
SYSTEM

ParT 541—DEFINITIONS

See,
541.1 Board,
6312 Federal Association.
5413  Capltal,
5414 SBavingsaccount.
5415 Short-term savings account.
5416 Withdrawal value,
541.7 Goemeral reserves,
5418 Surplus.
5419 Loana on the security of first lons.
541.10 Home.
§41.11 Combination of home and business
property.
541.12 Other improved renl estate.
541.18 Improved real estate,
541.14 Installment loan. .
541.15 Insured loan,
641.16 Guaranteed loan.
AvTmonrry: §§ 5411 to 541.168 issued un-

der sec. 5, 48 Stat, 132, s amended; 12U. 8. C.
1464, Reorg, Plan No. 38 of 1947, 12 P, R. 4081,
3 CFR, 1947 Supp.

§ 56411 Board. The term *“Board"
means the Federal Home Loan Bank
Board or one or more of its officials who
has been duly authorized by the Federal
Eer;lmelnanBankBoardtoactmxts

.

§$541.2 Federal Association. The
term “Federal association” means a Fed-
eral savings and Joan association char-
tered by the Board as provided In section
5 of the Home Owners' Loan Act of 1933,
&s amended.

§541.3 Capital. The term “capital”
means the aggregate of the payments on
savings accounts in & Federal associa-
tion, plus earnings credited thereto, less
Iawful deductions therefrom.

§5414 Savings account. The term
“savings account” means the monetary
interest of the holder thereof in the capi-
tal of a Federal association and consists
of the withdrawal value of such Interest,

§541.56 Short-term savings account.
The term “short-term savings account”
means a savings account in a Federal
association which is to be withdrawn in
less than twenty-four months from the
date on which such account is opened, or
& savings account in a Federal assocla~

tion established for the purpose of ac-
cumulating funds to pay taxes or in-
surance premiums, or both, in connection
with a loan on the security of & lien on
real estate,

§541.6 Withdrawal value. The term
“withdrawal value” means the amount
paid on a savings account In a Federal
association, plus earnings credited there-
to, less lawful deductions therefrom. .

$541.7 General reserves. The term
“general reserves” means the aggregate
amount of reserves of a Federal associa-
tion established by such assocjation for
the sale purpose of meeting losses,

§541.8 Surplus. The term “surplus”
means the undistributed earnings of a
Federal assoclation which are held as
unaliocated reserves for general corpo-
rate use.

§541.0 Loans on the security of first
liens. The term “loans on the security
of first liens™ means loans on the security
of any instrument (whether a mortgage,
deed of trust, or land contract) which
makes the interest in the real estate de-
scribed therein (whether in fee or In &
leasehold extending or renewable auto-
matically for a period of at least 50
years) specific security for the payment
of the obligation secured by such instru-
ment, provided the instrument 1§ of such
nature that, In the event of default, the
real estate described in such instrument
could be subjected to the satisfaction of
such obiigation with the same priority as
a first mortgage or a first deed of trust in
:he ged-uﬂsdlcuon where the real estate is
ocal

§ 54110 Home. The term “home”
means real estate upon which there is
located a dwelling or dwellings for not
more than four families.

¥ 541.11 Combination of home and
business property. The term “combina-
tlon of home and business property”
means real property which Is used in
part for business purposes and In part
for residence purposes for not more than
four families, provided the use as a resi-
dence is of a bona fide character.

§541.12 Other tmproved real estate.
The term “other improved real estate”
means real estate other than a home or
combination home and business prop-
erty which, because of its state of
improvement, produces sufficient income
to maintain the property and retire
the loan in accordance with the terms
thereof,

£ 541.13 Improved real estale, 'The
term “improved real estate” means real
estate which is, or which from the pro-
ceeds of the loan will become, a home,
combination of hame and business prop-
erty, or other improved real estate.

§541.14 Installment loan. 'The term
“installment loan” means any loan re-
payable in regular periodic payments,
equal or unequal, suflicient to retire the
debt, interest and principal, within the
contract period: Provided, however, That
the loan contract shall not require any
subsequent periodic principal payment to
be greater than any previous periodic
principal payment,
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1 541.15 Insured loan, The term “in-
sured loan™ means a loan that is insured,
or a5 to which the mortgagee is Insured,
or as to which a commitment for any
such fnsurance has been made under the
provisions of either the National Housing
Act or the Servicemen's Reaojustment
Act of 1944, as now or hereafter amended.

£ 541.16 Guaranteed loan. The term
“ruaranteed loan™ means a loan that is
guaranteed or as to which a commitment
to guarantee has been made under the
provisions of the Servicemen's Readjust-
ment Act of 1944, as now or hereafter
amended.

Pany 542—AMENDMENT OF RULES AND
REGULATIONS; HEARINGS
Sec.
5421 Amendment of rules and regulations,
5422 Hearings.
5423 Hearings; compliance with law and
reguiations.

Avrnorrry: §1 642.1 to 5423 lssued under
sec. 5, 48 Stat. 132, as amended; 12 U. 8, C.
1464, Reorg. Plan No. & of 1047, 12 F. R, 4081,
3 OFR, 1047 Supp.

§ 542.1 Amendment of rules and regu-
lations. The rules and regulations in
this subchapter, subject to any specific
provisions contained in this subchapter,
may be amended in whole or in part at
any time in accordance with the provi-
slons set forth in Subchapter A of this
chapter,

§ 5422 Hearings. Any person who
has made an application or petition to
the Board pursuant to any provision of
Parts 543, 544, 545, or 546 of this sub-
chapter may request a hearing thereon,
provided such application or petition
has been denied or disapproved by the
Board. = At any time after the filing of
any such application or petition and be-
fore consideration thereof by the Board,
any Interested person may request a
hearing upon such application or peti-
tion. The Board may order a hearing
In connection with the consideration of
any matter arising under any provision
of the rules and regulations in this sub-
chapter, whether or not any request
therefor has been made by any person.
The Board may deny any request for,
or dispense with, any hearing for which
this section provides when, in its judg-
ment, no need therefor exists.

§5423 Hearings; compliance with
law and regulations. 1If, in the opinion
of the Board, a Federal association is
in violation of any law or regulation to
which it Is subject, the Board in any
proceeding under the provisions of sec-
tion 5 (d) (1) of the Home Owners’ Loan
Act of 1033, as amended, shall, by formal
resolution, state the alleged violation of
law or regulation and give written no-
Uce to such Federal association of the
faots alleged to be such violation, ad-
dressed to its home office. 'Such notice
shall contain a statement that it is a
formal notice issued pursvant to this
section, In the event the Federal asso-
ciation does not correct such violation
of law or regulation or perform such
legal duty as it may be required to per-
form within 30 days after the date it
shall have been served with such notice,
the Board shall give such Federal asso-
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clation 20 days’ written notice of the
charges against {t and of the date on
which the Board will conduct a hearing
as to such alleged violation or failure to
perform. Unless the Federal association
consents to another place, the hearing
shall be held in the Federal judicial dis-

trict in which the home office of such/

association is located. Such hearing
shall be conducted In accordance with
the pertinent provisions of Part 509 of
this chapter. The cost of any hearing
pursuant to the provisions hereof, as de-
termined by the Board, may be

against the Federal association party to
such hearing unless it {s found, that such
Federal association was not gulity of any
of the alleged viclations of law, regula-
tion or duty.

PART 543—INCORPORATION, ORGANIZATION,

AND CONVERSION
Bee,
5431 Corporate title,

ONCANIZATION
5432 Appllieation for permission to or-
T oganizs,
5433 Subscription to capital.
5434 Petition for charter.
5428 Issuance of charter,
5438 Completion of organization.
5437 Limitations on transaction of bual-
ness.
CORVERSION

5438 Eligibility.
8439 Preliminary application,
543.10 Approval by members.
543.11 Forma! application.
543.12 Organization after conversion.

Avurnonrry: $1'543.1 to 543.12 issued under

gec. 5, 48 Stat, 132, as amended; 12 U, 8. C.-

1464, Reorg. Plan No. 8 of 1047, 12 . R, 4081,
3 CFR. 1047 Supp.

§543.1 Corporate title. The full cor-
porate title of each Federal association
shall include the words “Federal Savings
and Loan Association”, which shall be
preceded by @& suitable descriptive word
and may be followed by the words “of
e S *, using the name of the
place in which such associntion is or-
ganized or at which its home office Is
located: Provided, That the name of the
place, if used, shall not include the name
of the State: And grovided further, That
the Board shall have the right to change
the name requested if, in the Board’s
judgment, such name is inappropriate or
is not suitable,

ORCANIZATION

§ 543.2 Appiication for permission tp
organize—(a) Form. Persons who de-
sire to organize a Pederal association
shall first execute in triplicate an appli-
cation, in form prescribed by the BEoard,
for permission to organize such an asso-
ciation before taking any other action in
connection therewith. (The Board has
prescribed a form of Application for Per-
mission to Organize; coples may be ob-
talned from the Federnl Homé Loan
Bank Board, Washington, D. C,; or from
any Federal home loan bank.)

(b) Filing. Upon execution of an ap-
plication for permission to organize by 5
responsible citizens (referred to in this
part as the “applicants”) the original and
two coples thereof shall be submitted to
the Board through the Federal home

loan bank of the district in which it Is*
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intended to organize such assoctiation.
The applicants shall submit with their
application statements, exhibits, maps,
and other data, together with an affidavit
that the representations made thereby
are consistent with the facts to the best
of the applicants’ information and bellef,
which data shall be sufficiently detatled
and comprehensive to enable the Board
to pass upon the application as to (1) the
character and responsibility of the ap-
plicants; (2) the necessity for such Fed-
eral assoclation In the commimity to be
served: (3) reasonable probablility of its
usefulness and success; and (4) whether
or not such Federal association can be
established without undue injury to
properly conducted existing Jocal thrift
and home-financing institutions,

(¢) Hearing. If the Board does not
deny the application on the basis of
the data submitted by the applicants

~ and any other information in Its pos-

session without & hearing, it will set &
date on which a hearing may be held
and the applicants will be directed to
have published at least 20 days before
such date in a newspaper printed in the
English language of general circulation
in the county in which the proposed
Federal assoclation will have Its office,
a notice in the following form, unless
another form Is prescribed by the Board:

Notice is hereby given that the applicants
Jsted below have applied to the Federal
Home Loan Bank Board for permission to
organize & Federal association to be located
in

(City) (State)
A hearing will be held on the application
B cmmmmmmeee O'clOCk In the ... MOOD OD
e Pt v 10_ .., In Room 827, Federal

Home Loan Bank Board Bullding, Washing«
ton, D, O, if written notice of intention to
appear in person or by attorney to protest
the application is recelved by the Federal
Home Loan Bank Board from one or more
persons at least 10 days before that date. If
no such notice has been roceived by the Fed-
eral Home Loan Bank Board at least 10 days
before sald date, the hearing will be dis-
pensed with unless otherwiss ordered by the
sald Booard.

The applicants shall file with the Board
at least 10 days before the date sct for
the hearing an afiidavit of publication
of the notice giving the date of publica-
tion and the name of the rewspaper in
which it was published. The applicants
shall also promptly, after receipt of a
copy of the resojution providing for the
hearing, cause & copy of the notice to
be mailed to the state supervisor of insti-
tutions of a similar type of the state in
which the proposed Federal ociation
will be Jocated, If at least 10 days before
the date set for the hezring the Board
has received no written statements of
intention to appear in person or by at-
torney to protest the application from
one or more parties, the hearing will be
dispensed with unless otherwise ordered
by the Board. The Board will notify the
applicants at least § days before the date
of the hearing whether or not a hear-
ing will be held. Notwithstanding any
other provisions of this subchapter, the
Board may at any time dispense with
any hearing on an application for per-
mission to organize a Federal association,

(d) Approval. If the Board approves
the application it will establish, as con-
ditions to be met prior to the issuance of
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a charter, requirements as to (1) mini-
mum number of subscribers to the as-
soclation’s capital; (2) minimum amount
of capital to be paid into the association's
savings accounts upon issuance of a
charter to it; (3) guarantee by the organ-
izers or others of the assoclation’s organ-
ization and operating expenses; and (4)
such other requirements as it deems nec~
essary or desirable. Approval of an ap-
plication for permission to organize a
Federal assoclation will not in any man-
ner obligate the Board to issue a charter.

§543.3 Subscription to capital. Upon
approval by the Board of an application
for permlssion to organize a Federal as-
sociation, the applicants shall consti-
tute the organization committee and
shall perfect a temporary organization
by electing a chairman, vice-chairman,
and a secretary, who shall act as the
temporary officers of such association
until their successors are duly elected
and qualified. Such temporary oflicers
may thereupon proceed to effect com-
pliance with any conditions prescribed
by the Board, Including the securing of
subscriptions to such Federal assocla-
tion’s capital In the following form
(referred to in this part as “subscription
to capital):

(City) (State)

(Date)

)
Feoxral Homs Loan Banik Boanp,
Washington, D. C,

Having been given permission to organize
& Federal nssoclation, the underasigned here-
by subscribe for the amount of capital indi-
cated below, and contract to pay Into a save
ings account, upon the issuance of a char-
ter, the nmount of cash stated opposite thelr
respective names below. We sgreo to co-
operate in the development of stich an as-
soclation for the promotion of local save
ings and home-financing.

(Name) (Addross)

(Amount of capital to be pald in cash upon
issuance of charter)

e — -~ —— 1 0

§543.4 Petition for charter—(a)
Form. When the required minimum
number of persons shall have subscribed
for the required minimum amount of
capital and shall have agreed to pay such
amount in cash upon issuance of a
charter by the Board, and when any
other conditions prescribed by the Board
shall have been met, & petition addressed
to the Board shall be signed by the tem-
porary officers, as provided in §543.3,
requesting the Board to issue a charter
under a name chosen by the petitioners
or such other name as the Board may
deem appropriate. Such petition for
charter shall state that (I) the appif-
cants have complied {n all respects with
the Home Owners’ Act of 1933, as
amended, and with the rules and regula=
tions governing the organization of a
Federal association; (2) the applicants
have incurred no expense in connection

with the formation of such association .

© (a) Organization meeting.

RULES AND REGULATIONS

which is chargeable to it and that no
such expenses will be incurred; (3) no
money will be collected on account of
such association prior to issuance of a
charter to it by the Board; (4) an or-
ganization committee has been created
(naming such committee and the officers
thereof) ; and (5) the organization com-
mittee will organize such association
upon the issuance of a charter by the
Board and will serve as temporary officérs
of such association until oficers thereof
are elected by such association’s board
of directors as provided in § 543.6.

(b) Filing. The petition for charter,
together with evidence of compliance
with the conditions prescribed by the
Board in approving the application for
permission to organize, including the
original and a duplicate copy of subscrip-
tions to capital, shall be promptly sub-
mitted in duplicate to the Board through
the Federal home loan bank of the dis-
trict in which such association is to be
located,

§543.5 Issuanice of charter, The
Board will take action Issuing or denying
a charter after receipt of evidence as to
compliance by the applicants with the
conditions preseribed by the Board. The
action of the Board shall be final. If a
petition for charter is approved by the
Board a charter will be issued as pro-
vided in § 544.1 of this'subchapter,

§ 5643.6 Completion of organization—
Promptly
upon receipt of a charter for a Federal
association, the temporary officers
thereof shall call & meeting of the sub-
scribers to such association’s capital; the
notice of such meeting shall be mailed
to each such subscriber at Jeast 6 days
prior to the date of such meeting. Sub-
scribers who have subscribed for a
majority of such Federal association’s
capital, presenl In person or by proxy,
shall constitute 8 quorum for the trans-
action of business. At such organization
meeting directors of such Federal asso-
ciation shall be elected according to the
provisions of the association’s charter
and bylaws, and such other action may
be taken by such subscribers as is per-
mitted by such charter and bylaws; any
action taken at any such meeting under
such charter and bylaws shall be deemed
an acceptance by such Federal associa-
tion of its charter, and of the bylaws,
which shall be In the form provided in
§ 544.5 of this subchapter,

(b) First meeting of directors. Im-
mediately after election, as hereinabove
provided, the board of directors of such
Federal association shall hold its first
meeting and shall at that time elect of-
ficers of the assoclation as prescribed by
its charter and bylaws and shall take
such other action as may be necessary
to permit such assoclation to be oper-
ated In accordance with section 5 of the
Home Owners' Loan Act of 1933, as
amended, the association's charter and
bylaws, and these rules and regulations,
When such officers have been bonded
as provided In § 545.12 of this subchapter,
they shall forthwith collect the sums due
on subscriptions to such Federal asso-
ciation’s capital,

(c) Membership in Federal home loan
bank, Upon issuance of a charter to a

Federal assoclation it shall promptly
qualify as g member of a Federal home
loan bank,

(d) Insurance of accounts. Upon the
issuance of a charter to a Federal asso-
ciation it shall promptly meet all re-
quirements necessary to obtain Insur-
ance of its accounts by the Federal
Savings and Loan Insurance Corporation.

(e) Failure to complete, The organi-
zation of a Federal assoclation is not com-
pleted until the organization meeting of
subscribers to its capital and the first
meeting of {ts directors have been held,
as hereinabove provided, and the perma-
nent officers have been bonded and such
assoclation 15 In possession of the mini-
mum amount of cash required to be pald
in on subscriptions to its capital: Pro-
vided, That the Board may specify addi-
tional requirements before organization
shall be deemed to have been completed.
In the event that the organization of a
Federal association is not so completed
within a period of six months after the
Issuance of {ts charter, such charter shall
become void and all amounts collected by
such assoclation on subscriptions to its
capital shall thereupon be returned to the
respective subscribers to such capital or
to thelr assigns.

§ 543.7 Limitations on transaction of
business. No person shall proceed to or-
ganize a Federal association or to collect
any money from others for such purpose,
or represent himself as authorized so to
do, and no Federal assoclation shall
transact any business prior to the com-
pletion of the organization thereof, ex-
cept as provided in this part.

CONVERSION

§ 543.8 Elgibility. Any member of a
Federal home loan bank may convert
itsell into a Federal assoclation upon such
terms and conditions as the Board may
prescribe and upon a vote of not less than
51 percent of the votes cast at a legal
meeting called to consider such action:
Provided, That such member shall com-
ply with all laws, If any, of its jurisdiction
which expressly provide for conversion
into a Federal association, and with the
rules and regulations in this subchapter.

§543.9 Preliminary application—(a)
Form. Any member of a Federal home
loan bank that desires to convert into a
Federal assoclation, hereinafter referred
to as “applicant”, may, after approval by
Its board of directors, file its preliminary
application for conversion in form pre-
scribed by the Board; any Institution
which is not & member of a Federal home
loan bank but which is eligible to apply
for such membership may lkewlise flle
simultaneously its application for such
membership and its preliminary applica-
tion for conversion. (The Board has pre-
scribed a form of “Preliminary Applica-
tion for Conversion into a Federal Asso-
ciation”, copies of which may be obmmcg
from the Federal Home Loan Bank
Board, Washington, D. C., or from any
Federal home loan bank,)

(b) Filing., A preliminary application
for conversion into a Federal association
shall be filed in duplicate with the Board
through the Federal home loan bank of
which the applicant is or proposes to be-
come a member. The applicant shall
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submit such financial statements and
such other information as the Board may
require and shall pay all costs, as deter-
mined by the Board, arising out of the
Board’'s consideration of the applica-
tion; the applicant shall also submit
with its preliminary application a state-
ment showing the plan of conversion,
which shall expressly provide for (1)
appropriate reserveseand surplus for the
Federal association; (2) satisfaction in
full or assumption by the Federal asso-
ciation of all creditor obligations of the
applicant; (3) issuance by the Federal
assoclation of {ts savings accounts to the
holders of withdrawable accounts of the
applicant in an amount equivalent to the
value of their accounts, including the
present value of any preferences to which
any of such holders are entitled; and (4)
Issuance by the Federal association of its
savings accounts to all holders of guar-
antee, permanent, reserve fund, or other
nonwithdrawable capital stock of the
applicant in an amount equivalent to the
value of such stock,

(¢) Board action. The Board will con-
sider the_preliminary application for
conversion, together with such informa-
tion and reports of examination, audit
snd appraisal as may have been sub-
mitted to or required by the Board, and
will either approve or disapprove such
application; approval may be conditional,

£ 543.10 Approval by members. Upon
approval by the Board of a preliminary
application for conversion into a Fed-
eral association the applicant shall pro-
ceed promptly to eomply with all condi-
tions preseribed in such approval and to
obtain the vote of its members required
by the laws of the jurisdiction to which
the applicant Is subject, if any, which
expressly provide for conversion into a
Federal association, and in any event to
obtain the vote required by section 5 (1)
of the Home Owners' Loan Act of 1933, as
amendéd, in favor of the plan of conver-
slon as approved by the Board, and to
comply with all other necessary legal for-
malities; the Board reserves the right to
cancel its approval of a preliminary ap-
plication for conversion into a Federal
association in the event an applicant
falls to obtain promptly the approval of
its members as provided in this section,

$1543.11 Formal application—(a)
Form. Upon approval by its members of
the plan of conversion, as provided in
¥ 543.10, the applicant'may file its formal
application for conversion into a Federal
assoclation in form prescribed by the
Board. (The Board has prescribed a
form of “Application for Conversion into
& Federal Association”, copies of which
may be obtained from the Federal Home
Loan Bank Board, Washington, D. C., or
from any Federal home loan bank.)

(b) Filing. The formal application
for conversion into a Federal association
shall be filed in duplicate with the Board
through the Federal home loan bank of
which the applicant is or proposes to
become a member: such application shall
be accompanted by evidence satisfactory
to the Board showing compliance by the
Applicant with all conditions prescribed
:Jy the Board in its approval of the pre-
Iminary application for conversion into
& Federal association and, unless the
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applicant s Insured by the Federal Sav-
ings and Loan Insurance Corporation, by
formal application for Insurance of
atcounts,

(¢) Issuance of charter. No formal
application for conversion into a Federal
association will be approved by the Board
unless the applicant shall have been ap-
proved for membership in a Federal
home loan bank. Upon approval by the
Board of & formal application for con-
version into & Federal association, the
Board will issue a Charter, as provided
in § 544.1 of this subchapter; conversion
into a Federal association is completed
upon the Issuance of such charter and
upon compliance with all relevant re-
quirements of law, if any, which expressly
provide for such conversion.

§ 543.12 Organization ajfter conver-
~sion. Upon Issuance of a Federal cHar~
ter, as provided in § 543.11, a legal meet-
ing of the members of such Federal
association shall be held promptly, after
due notice unless held upon a valid ad-
dournment of a previous legal meeting.
At such meeting directors shall be elected
and such other action shall be taken as
is necessary fully to carry Into effect the
conversion as approved by the Board and
to operate such Federal association in
accordance with the law and the rules
and regulations in this subchapter. Im-
mediately thereafter the board of direc-
tors shall meet, elect officers, and trans-
act such other business as may be nec-
essary and proper. Such association
shall not represent itself as a Federal
association until the meetings have been
held and the required actions taken as
provided in this part.

ParT 544 —CHARTER AND BYLAWS

CIARTER
Beo.
5441
0442
6448

Issuance of charter,

Pending applications.

Adoption of Charter N or Charter K
{rev.). g

Evidence of corporate existence.

BYLAWS

Prescribed form.,
Amendment to bylawa.

. AVAILADILITY

5444

5445
6446

65447 In oMoes of association.
5448 Amendment of Charter K.

Aurronrry: §§ 544.1 to 5448 Issued under
soc. 5, 48 Stat, 132, as amended; 12 U, 8, O,
1464, Reorg. Plan No. 3 of 1947, 12 F. R, 4081,
3 CFR, 1947 Supp.

CHARTER

§544.1 Issuance .of charter—{a)
Charter N. Except as provided in para-
graph (b) of this section and in § 544.2,
the following form of charter, which
shall be known as Charter N, will be is-
sued on and after the effective date of
the rules and regulations in this sub-
chapter, upon approval by the Board of
any petition for a charter for a Federal
assoclation pursuant to the provisions of
subsections (a) or () of section 5 of
Home Owners' Loan Act of 1933, as

amended:
) Caanren N
1, Corporate title. The full corporate titls
of the Federal association hereby chartered

ia
Savings and Loan ASSOCIAtION w e eeeccannans
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2. Ofice. The home office shall be located
nt in the County of
ae e reenns e DUIUD Of wnmvnorerbbeeasses

3. Objeots and powers, The objects of the
assoclation are to promote thrift by providing
a convenlent and safe method for people to
save and Invest money and to provide for the
sound and economical financing of homes;
and, in the sccomplishment of such objects,
it ahall have perpetual succession and power:
(1) To act as fiscal agent of the United States
when designated for that purpose by the
Secretary of the Treasury, under such regula-
tions as he may prescribe, and shall perform
all such reasonable dutles as fiscal sgent of
the United States as he may require and to
oct ns agent for any other instrumentality of
the United States when designated far that
purpose by any such instrumentality; (2) To
sue and be sued, complain and defend In any
court of law or equity; (3) To have a corpo-
rate geal, affixed by imprint, facsimile or
otherwise; (4) To appoint officers and agents
as {ta business shall require, and allow them
sultable compensation; (5) To adopt byluws
not inconalstent with the Constitution or
lows of the United States and rules and rogu-
Intions adopted thereunder and this charter;
(0) TO ralse its capital, which shall be uniim-
ited, by nccepting payments on savings ace
counts representing share Interesta In the
assoclation; (7) To borrow money: (8) To
lend and otherwise Invest its funds; (9) To
wind up and dissolve, merge, consolidate,
convert, or reorganize; (10) To purchase,
hold, and convey real and personal estate
consistent with its objects, purposes, and
powers; (11) To mortgage or lease any real
and personal estate and take such property
by gift, devise, or bequest; and (12) To exer=
cise all powers conferred by law. In sddition
to the foregoing powers expressly enumerated,
this assoclation shall have power to do all
things reasonably incldent to the nccomplishe
ment of its express objects and the performs
ance of Its It shall exerclse
its powera in conformity with all Iaws of the
United States as they now are, or ss they may
hereafter be amended, and with all rules and
regulations which are not in conftict with thiis
charter now or hereafter mmde thereunder.

4. Members., All holders of the associa-
tion's savings accounts and all borrowers
therefrom are members. In the considern-
tion of all questions requiring action by the
members of the association, each holder of
a savings account shall be permitted to cast
one vote for each 8100, or fraction thereof,
of the withdrawal value of his account. A
borrowing member shall be permitted, as a
borrower, to cast one vote, and to cant the
number of votes to which he may be entitled
aa the holder of a savings account, No mem-
ber, however, shall cast moré than 50 votes,
Voting may be by proxy. Any number of
maombers present at a regular or special meet-
ing of the moembers shall  constitute a
quorum, A majority of all votes caat at
any meeting of members shall determine
any question. The members who shall be
entitled to vote at any meeting of the mem-
bers ahall be those owning sivings accounts
and borrowing members of record on the
books of the associntion at the end of the
calendar month next preceding the date of
such meeting. The number of wotes which
each member shall be entitled to cast at
any meeting of the members shall be deter-
mined from the books of the assoclation as
of the end of the calendar month next pre-
ceding the date of such meéting. Those who
were members at the end of the calendar
month next preceding the date of a meeting
of members but who shall have ceased to
be members prior to such meeting shall not
be entitied to vote therent. All savings ac«
counts shall be nonassessable.

0. Directors. The association shall be
under the direction of a board of directors of
not less than 5 nor more than 15, as fixed
in the assoclation’s bylaws or, ln the absence
of any such bylaw provision, as from time to
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time determined by resolution of
the associntion’s members. Each director of
the assoclation shall be s member of the as-
soclation, and a director shall cease to be a
director when he ceases to be a member,
Directors of the assoclation shall be elected
by ita members by ballot: Provided, That In
the event of & vacancy in the directorate, in-
cluding vacancies created by an increase in
the number of directors, the board of direc-
tors may fill such vacancy, If the members
of the assoclation fall g0 to do, by electing a
director to serve until the next annual meet-
ing of the members. Directors shall be
elected for perfods of 8 years and until thelr
successors are elected and qualified, but pro-
vision shall be made for the election of ap-
proximately one-third of the board of direc-
tors each year.

6. Withdrawals. The association shall
have the right to pay the withdrawal value
of its savings accounts at any time upon
applioation therefor and to pay the holdera
thereof the withdrawal value thereof. Upon
recelpt of a written request from any holder
of o savings account of the association for
the withdrawal from such account of all or
any part of the withdrawnal value thereof,
the assoclation shall within 30 days pay the
amount requested; Provided, That if the ns-
soclation 15 unable to pay all withdrawals
requested at the end of 30 days from the
date of such requests, it shall then pay all
withdrawals requested In nocordance with
such methods and procedures as to amounts
and allotments of funds for such purposes
as shall be provided in regulations made by
the Federal Home Loan Bank Board in effect
at the date of the request for withdrawal,
Holders of savings accounta for which appli-
cation for withdrawal has been made shall
remain holders of savings accounts until pald
and shall not become creditors,

7. Redemption. At any time sufcient
funds are on hand, the assoclation shall have
the right to redeem, by lot or otherwise as
the board of directors may determine, all or
any part of any of its savings accounts on
June 30 or December 31, by giving 30 days'
notioe of such redemption by registered mall
addressed to the holder of each such savings
account at his last address as recorded on the
books of the umssoclation. The assocliation
may not redeem any of its savings sccounts
when there is an Impairment of its capital
or when it has any request for withdrawal
which has been on file and unpald for more
than 30 days. The redemption price of each
savings account redeemed shall be the full
value thereof, as determined by the board of
directors, but In no event shall the redemp-~
tion price be less than the withdrawal
amount of such savings sccount. If a save
ings account which is redeemed is entitled
to participate In any reserve for bonus, the
amount in such reserte for bonus which is
properly allocable to such savings account
shall be pald as part of the redemption price
thereof., If any notice of redemption shall
have been duly glven, and if the funds neces-
sary for such redemption shall have been
set aside 80 ns to be and to continue to be
avallable for that purpose, earnings upon
such account shall ceass to poorue from and
after the date specified as the redemption
date and all rights with respect to each such
account shall forthwith, after such redemp-
tion date, terminate, except only the right
of the holder of record of such savings
secount to recelve the redemption price
thereof without earnings.

8. Loans and investments. The nssocia-
tion may make any loan or investment aue-
thorized by statute and the rulés and regu-
lations made by the Home Loan Bank Board
and in effect on August 15, 1949; it may make
such additional loans and inVestments ns
may thereafter be authorized by amendments
of the sald rules and regulations. '

9. Power to borrow. The association may
borrow money in an aggregate amount not
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excoeding one-half of its capital; the amount
which may be borrowed from sources other
than a Federal home loan bank shall not
exceed one-tenth of such capital. Notwithe-
standing the'foregoing limitations, the asso-
ciation may, with prior approval by the Fed-
eral Home Loan Bank Board, borrow from a
Federal home loan bank or from any Federal
agency or instrumentality without Iimita-
tion, upon such terms and conditions as may
be required by such bank or agency. The
association may pledge and otherwise en-
cumber any of its asaets to secure its debtas,

10. Reserves, surpius, and distribution of
earnings. The assoclation shall malntain
general reserves for the sole purpose of meet-
ing losses; such. reserves shall include the
reserve required for Insurance of accounta.
Any losses may be charged against general
reserves. If and whenever the genoral re-
serves of the pssoclation are not equal to at
least 10 percent of its caplital, it ahall, as of
June 30 and December 31 of each year, credit
to such rescrves an amount equivalent to at
least § percent of its net earnings for the 6
months’ period, or such amount as may be
required by the Federal Savings and Loan In-
surance Corporation, whichever is greater,
until such reserves are equal to at least 10
percent of the assoclation’s capital. As of
June 30 and December 81 of each year, after
payment or provision for payment of all ex-
penses, credits to general reserves and such
credits to surplus as the board of directors
may determine, and provision for bonus on
savings accounts as authorized by regulations
made by the Federal Home Loan Bank Board,
the board of directors of the association shall
cause the remainder of the net earnings of
the nssociation for the 6 montha' period to be
distributed promptly on Its savings nccounts,
ratably, as declared by the board of directors,
to tha withdrawal value thereof; ih lieu of or
in addition to such net earnings, any of the
association’s surplus funds may be likewise
distributed, Such net earnings shall be cred-
ited to savings accounts or pald, as directed
by the owner. All holders of savings accounts
shall participate at the samse rate and on the
same basis In the distribtution of earnings:
Provided, That the association is not required
to distribute earnings on short-term savings
nccounts or on accounts of $10 or less,
Except ns provided above, earninga sball be
declared on all savings sacoounts of record at
the close of each such 6 months’ perlod, on
the withdrawal value of each such account
at the beginning of the sald 6 montha® period,
plus the payments made thereon during such
period (less amounts withdrawn, and, for
purposes of participation in earnings, de-
ducted from the latest previous payments),
computed at the declared rate for the time
invested, determined as provided below. The
date of investment shall be the date of actual
receipt of such payments by the association,
unless the board of directors fixes a date, not
later than the tenth of the month, for deter-
mining the date of Investment of payments
on savings accounts or designated classes
thereof. Payments, affected by such deter-
mination date, receilved by the association
on or before such determination date shall
receive earnings as if invested on the first of
such month, Paymenta, affected by such de-
termination date, recetved subsequent to
such determination date shall receive ocarn-
ings as If invested on the first of the next
succeeding month, Notwithstanding any
other provision of its charter, the association
may distribute net earnings on Its savings
accounts on such other basls and In acoord«
ance with such other terms and conditions
a3 may from time to time be nuthorized by
regulations made by the Federal Home Loan
Bank Board, All holders of savings accounts
of the association shall be entitled to equal
distribution of ussets, pro rita to the value of
thelr savings recounts, in the event of volun-
tary or Involuntary liquidation, dissolution,
or winding up of the assoclation.

11, Amendment of charter, No amendment,
addition, alteration, change, or repeal of this
charter shall be made unless =uch proposal
1s made by the board of directors of the as-
sociation, and submitted to and approved by
the Foderal Home Loan Bank Board, and is
thereafter submitted to and approved by the
members at a legal meeting. Any amend-
mont, addition, alteration, change, or repea!
£0 acted upon and approved shall be effective,
if filed with and approved by the Federal
Home Loan Bank Board, as of the date of the
final approval of, or as fixed by, the members,

Froxrat, HoMe LoaN Baxk Boano,
s N R e L S T ST
(Chalirman)
Attess:

(Secretary)

(b) Charter K (rev.). If expressly
requested in the Petition for Charter, or
in the Application for Canversion into
a Federal assoclation, the Board, in lieu
of Charter N, will issue a Charter K
{rev.), reading as follows:

Crxantex K (Rzv.)

1. Corporate title. The full corporate title
of the Federal nssoclation hereby chartercd
18 e Federal Savings and Loan Asso-
clation o .. ... %

2. Office. The home office shall be located
B eeeaas, 10 the COUDLY Of oo,
BN 00 e i

8. Objects and powers. The obiecta of the
assoclation are to promote thrift by provid-
Ing a convenlent and safe method for peoplo
to save and Invest money and to provide for
the sound and economlical financing of
homes; and, in the accomplishment of guch
objects, it shall have perpetual succession
and power: (1) To act as fiscal agent of the
United States when designated for that pur-
pose by the Secretary of the Treasury, “mder
such regulations as he may prescribe, and
shall perform all such reasonable duties os
fiscal agent of the United States as he moy
require and to act as agent for any other
instrumentality of the United States when
designated for that purpose by any such
instrumentality; (2) To sue and be nued,
complain and defend in any court of law or
equity; (3) To have a corporate seal, affixed
by imprint, facsimile or otherwise; (4) To
appoint officers and agents as its business
shall require, and allow them suitable com-
pensation; (5) To adopt bylaws not incon-
sistent with the Constitution or laws of the
United States and rules and regulations
adopted thereunder and this charter; (6) To
ralse its capital, which shall be unlimited,
by accepting payments on savings accounts
representing share Interests in the sssocla-
tlon; (7) To borrow money; (8) To lend and
otherwise Invest its funds; (9) To wind up
and dissolve, merge, consolidate, convert,
or reorganize; (10) ‘mnz?chua hold, and
convey real and porso estate consistent
with its objects, purposes, and powers; (11)
To mortgage or lease any real and personal
estate and take such property by gift, deviso,
or bequest; and (12) To exercise all powers
conferred by law. In addition to the fore-
golng powers expressly enumerated, thils
association shall have power to do all things
reasonably incident to the acoomplishment
of its express objects and the ormance
of ita express powers. It shall exerclse its
powers in conformity with all laws of the
United States as they how are, or as they moy
hereafter be amended, and with all rules and
regulations which are not in conflict with
this charter now or hereafter made there-
under,

4. Members, All holders of the associa-
tion’s savings accounts and all borrowers
therefrom are members. In the consider-
ation of all questions requiring action by the
members of the associstion, each holder of
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a eavings account chall be permitted to cast
one vote for/each 8100, or fraction thereof,
of the withdrawal value of hiis account, A
borrowing member shall be permitted, as &
borrower, to cast one vote, and to cast the
number of votes to which he may be entitled
as the holder of s savings account. No
member, however, shall cast more than 50
votes. Voting may be by proxy. Any num-
ber of members present at o regular or
special meeting of the members shall consti-
tute & quprum. A majority of all votes cast
st any meeting of moembers shall determine
any question, The members who shall be
entitled to vote st any meeting of the mem-
bers shall be those owning savings accounts
and borrowing members of record on the
books of the association at the end of the
calendar month next preceding the date of
such meeting. The number of votes which
each member shall be entitled to cast at any
meeting of the members shall be determined
from the books of the association ss of the
end of the calendar month next preceding
the date of such meeting. Those who were
members at the end of the calendar month
next proceding the date of a meeting of menr-
bers but who shall have ceased to be mem-
bers prior to such meeting shall not be
entitled to vote thereat. All savings ac-
counts shall be nonassessable,

B. Directors, The aasociation shall be
under the direction of a board of directors
of not less than § nor more than 15, as fixed
in the pssociation’s bylaws or, in the absence
of sny such bylaw provision, as from time
to time expressly determined by resolution
of the nssociation’s membera, Each director
of the sssocintion.shall be n member of the
sssociation, and a director shall cease to be
n director when he ceases to be a member,
Directors of the assoclation shall be elected
by its members by ballot: Provided, That in
the eyent of n vacancy in the directorate,
including vacancies created by an incroase
In the number of directors, the board of
directors may fill such vacancy, if the mems-
bers of the assoclation fall =o to do, by
clecting a director to serve until the next
annual meeting of the members., Directors
shall be elocted for periods of 8 years and
until thelr successors are eclected and quall-
fled, but provision shall be made for the
cloction of approximately one-third of the
bonrd of directors each year.

6, Withdrawals. The sssociation shall have
the right to pay the withdrawal value of its
eavings accounts at any time upon applica~
tion therefor and to pay the holders thereof
the withdrawal value thereof. Upon receipt
of a wrigfen request from any holder of &
suvings sccount of the assoclation for the
withdrawal from such account of all or any
part of the withdrawal! wvalue thereof, the
nssoclation shall within 30 days pay the
amount requested: Provided, That if the as-
sociation ia unable to pay all withdrawals
requested at the end of 30 days from the
date of such requests, it shall then proceed
In the following manner while any with<
g;a:u request remains unpald for more than

nys:

Withdrawal requests ghall be pald In the
order received and if any holder of a savings
fccount or accounts has r the with-
drawal of more than 81,000, he shall be pald
81,000 In order when reached and his with-
drawal request shall be charged with such
Amount. aa pald and shall be renumbered
ind placed at the end of the list of with-
drawal requests, and thereafter, upoh again
belng reached, shall be pald a like amount,
but not exceeding the withdrawal value of
his savings mocount, and until such with-
drawal request shall have been pald in full,
shall eontinue to be so pald, renumbered, and
replaced at the end of the withdrawal re-
Quests on file: Provided, That whon any such
fequest 1s reached for payment, the associne
:lon Shall 50 advise the holder of such save-
Tgs sccount by registered mall to his last
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address as recorded on tho books of the
association and, unless such holder shall
apply in person or in writing for the payment
of such withdrawal request within 30- days
from the date of the malling of such notice,
no payment on account of such withdrawal
request shall be made snd such request shall
be cancelled: And provided further, That the
board of directors shall have absolute right
to pay on an equitable basis an amount not
exceeding 8200 to any holder of a savings
account or accounts in any calendar month
and without regard to any other provision
of this section.

When the association is unable to pay all
withdrawal requesta within a period not ex-
ceeding 30 days from the date of receipt of
written request therefor it shall allot to the
payment of such requests the romainden of
the association's receipts from ail sources
after deducting from total receipts appro-
priate mmounts for expenses, required pay-
ments on indebtedness, earnings distributa-
ble in cazh to holders of savings accounts,
and a fund for general corporate purposes
equivalent to not more than 20 percent of
thoe association's recelpts from holders of its
savings accounts and from its borrowers,
Holders of savings accounts for which appit-
catlon for withdrawal has been mado shall
remain holders of savings accounts until
paid and shall not become creditors.

7. Redemption. At sny time sufficlent

funds are on hand, the association shall
have the right to redeem, by lot or otherwise
as the board of directors may determine, all
or any part of any of its savings sccounts on
June 30 or December 31, by giving 80 days'
notice of such redemption by registered mail
nddressed to the holder of each such saviugs
account at his last address as recorded on
thoe books of the association. The nssocine
tion may not redeem any of ita savings ace
counts when there is an Impalrment of its
capital or when It has any request for with«
drawnl which has been on file and unpald for
more than 30 days. The redemption price
of ench savinga account redeemed shall be
the rull value thereof, ns determined by the
board of directors, but in no event shall the
redemption price be leas than the withdrawal
amount of such savings account. If a save
ings ncoount which is redeemed 1s entitied to
participate in any reserve for bonus, the
amount in such reserve for bonus which is
properly allocable to such savinga account
shall be paid as part of the redemption price
thereof. If any notice of redemption shall
have been duly given, and if the funds neces-
wary for such redemption shall have been sot
aside s0 ps to be and to continue to be
available for that purpose, earnings upon
such account shall cease to accrue from and
after the dnte specified as the redemption
date and all rights with respect to each such
account shall forthwith, after such redemp-
tion date, terminate, except only the right of
the holder of record of such savings account
to recelve the redemption price thereof with-
out earnings,
8. Loans and investments. The assoclis-
tion may make any loan or investment au-
thorized by statute and the rules and
regulations made by the Home Loan Bank
Board and in effect on August 15, 1049; It
may make such additional loans and in-
vestments as may thereafter be authorized by
amendments of the sald rules and reguln-
tions.

9. Power to borroto. The association may
borrow money in an te amount not
excoeding one-half of ita capital; the amount
which may be borrowed from sources other
than a Federal home loan bank shall not
exceed one-tenth of such capital. Notwith.
standing the foregolng limitations, the asso-
clation may, with prior approval by the
Federal Home Loan Bank Board, borrow from
a Federal home Joan bank or from any Fod-
eral agency or instrumen ality without limie
tation, upon such terms and conditions as
may be required by such bank or sgency,
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The association may pledge and otherwise
encumber any of {ta assets to secure its debts,

10, Reserves, surpius, and distribution of
earnings. ‘The assoclation shall malntaln
general reservea for the sole purpose of
meeting losses; such reserves shall include
the reserve required for insurance of ac-
counts., Any losses may be charged against
general reserves. If and whenever the gen-
eral reseryves of the association are not equal
to at least 10 percent of its capital, 1t shall,
as of June 30 and December 31 of each
year, credit to such reserves an amount
equivalent to at lesat § percent of Its net
earnings for the 8 months' perlod, or such
amount as may be required by the Federal
Savings and Loan Insurance Corporation,
whichever is greater, until such reserves are
equnl to at least 10 percent of the aseo-
ciation's capital. As of June 30 and Decem~
ber 31 of each year, after payment or pro=
vision for payment of all expenses, credits
to general reserves and such credits to sur-
plus as the board of directors may deter-
mine, and provision for bonus on savings
accounts as authorized by regulations made
by the Federal Home Loan Bank Board, the
board of directors of the association shall
cause the remainder of the net earnings of
the assoclation for the 6 mpnths' period to be
distributed promptiy. on 1ts savings sc-
counts, ratably, as decinred by the bonrd
of directors, to the withdrawal value thereof;
in lieu of or in addition to such net earn-
ings, any of the association's surplus funds
may be llkewlse distributed. Such net earn-
inga shall be credited to savings accounts
or pald, as directed by the owner, All
bolders of savings accounts shall participats
&t the same rate and on the same basis
in the distribution of earnings: Provided,
That the association s not required to dias-
tribute earnings on short-torm savings ace
counts or on accounts of $10 or less. Except
as provided above, earnings shall be declared
on all savings accounts of record at the

close of each such 6 months' period, on

the withdrawal value of each such account
at the beginning of the sald 6 months'
period, plus the payments made thereon
during such period (less "amounts with-
drawn, and, for purposes of participation
in earnings, deducted from the Iatest pre-
vious payments), computed at the declared
rate for the time Invested, determined as
provided below. The date of investment
shall be the date of actual recelpt of such
payments by the assoclation, unless the
board of tors fixes o date, not later
than the fenth of the month, for deter-
mining the date of investment of payments
on savings accounta or dealgnated classes
thereo!f. Payments, affected by such deter-
mination date, recelved by the association
on or before such determination date, shall
receive earnings as if invested on the firat
of such month. Payments, affected by such
determination date, received subsequent to
such determinntion date, shall recelve
earnings as If invested on the first of the
next ‘succeeding month. Notwithstanding
any other provision of its charter, the asso-
clation may distribute net earnings on its
savings accounis on such other basis and
in accordance with such other terma and
conditions as may from time to timo bo
authorized by regulations made by the Fed-
eral Home Loan Bank Board. All holders of
savings accounts of the assoclation shall be
entitied to equal distribution of assets, pro
rata to the value of thelir savings accounts, in
the event of voluntary or involuntary Mqui-
dation, dissolution, or winding up of the
association.

11. Amendment of charter. No amend-
ment, addition, alteration, change, or repeal
of this charter shall be made unless such
proposal is made by the board of directors
of the assoclation, and submitted to and
approved by the Federal Home Loan Bank
Board, and is thercafter submitted to and
approved by the members at o legal meeting,
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Any amendment, addition, slteration,
change, or repeal 50 acted upon and approved
shall be effective, 1f filed with and approved
by the Federal Home Loan Bank Board, as of
the date of the final approval of, or as fixed
by, the membors.

Fromual HoMe LOAN BANXKX BOamb,
By
(Chalrman)

Attest:

(Socretary)

§$ 544.2 Pending applications, All per-
tinent provisions of Part 542 of this sub-
chapter in effect prior to the effective
date hereof shall remain in full force and
effect as to any formal applications made
prior to such date for permission to
organize a Federal association under the
provisions of section 6 ()), or to con-
vert to a Federal association under the
provisions of section 5 (1), of the Home
Owners' Loan Act of 1933, as amended.

§5443 Adoption of Charter N or
Charter K (rev.). A Federal association
that has a Charter E or a Charter K
may amend such charter in its entirety
to read In the form of Charter N or
Charter K (rev.), by majority vote of
such association's members present at
any duly called regular or special meet-
ing of members and the members of a
Charter N Federal association may simi-
larly amend such association's charter
in its entirety to read in the form of
Charter K (rev.) : Provided, That, in the
case of a Federal association that has a
Charter K or Charter N, the board of
directors of such association shall first
have proposged such amendment, and the
provisions of this section shall be deemed
to be the approval by the Board of such
proposal, Upon receipt of the following
petition from a Federal association that
has amended its charter as provided in
this section, the Board will issue to such
Federal association, as requested by it a
Charter N or a Charter K (rey,) in the
same name and showing the same loca=
tion of home office as is prescribed in
such association’s present charter, unless
the Board when petitioned approves a
change in such name or location:

Fropnar Home Loaxn Baxx Boanp,
Washington, D. C.

The undersigned, pursuant to §5443 of
the rules and rogulations for the Federal
Savings and Loan System, respectfully peti-
tions the Board to Issue an amended charter
in the form of Charter (insert “N" or “K
{rev.)", as voted by tho members), to the
undersigned, ixing the name and home office
of the undersigued which its present charter

bes,

The undersigned, by its secretary, hereby
certifies that the members st a meeting duly
calied and held adopted the following reso-
Jution:

Be it resolved, That the present charter of
this assoclation be amended to read in the
form of Charter (insert “N" or “K (rev.)™,
as voted by the members) as sot forth In
§ 544.1 of the rules and regulations for the
Federal Savings and Loan System, prescrib-
ing the present name and home office fixed
by the present charter of this assoclation,

In witness whereof, the Secretary of the
underzigned has hereunto aflixed his hand
and the seal of the undersigned this ...
GAY Of ascoavinanns 1D eawar

FroenaAr SAvINGS AND
LoAN ASSOCIATION
[conroraTE sEAL] By

RULES AND REGULATIONS

§ 5444 Evidence of corporate exist-
ence. The issuance of a charter to a
Federal association shall constitute the
incorporation of such Federal association
by the Board; the charter of a Federal
assoclation, or & certified copy thereof
under the seal of the Board, shall be evi-
dence of the corporate existence of such
Federal association.

BYLAWS

§ 5445 Prescribed form. A Federal
association that kas a Charter N or Char-
ter K (rev.) shall operate under the fol-
lowing prescribed bylaws, unless and
until such bylaws are amended in ac-
cordance with the procedure therein set
forth:

1. Annual meetings of members. The an-
nual moeting of the members of the #sso-
clation for the election of directors and for
the transaction of any other business of the
association shall be held at its home office
at 2 o'clock in the afternoon on the third
Wednesday in January of each year, If not &
legal holiday, or If a legal holiday then on
the next succeeding dny not o legul hollday.
The annual meeting may be held at such
other time on such day or at such other place
in the same community as the board of
directors may determine. At each annual
meeting. the officers shall make a full re-
port of the fAnancial condition of the asso-
ciation and of Ita progress for the
year, and shall outline a program for the suc-
ceeding year. Annual meetings of the mem-
bers shall be conducted in accordance with
Roberts’ Rules of Order,

2. Special moectings of membders. Bpecial
meotings of the members of the assoclation
may be called at any time by the president
or the board of directors, and ahall be calied
by the prealdent, a vice president, or the
secretary upon the written request of mem-
bers holding of record in the saggregate at
least one-tenth of the capital of tho associa-
tion. Such written request shall state the
purposes of the meoting and shall be dolive
ered at the home office of the association
addressed to the president. Special meetings
of the members shall be conducted In accord-
ance with Roberts” Rules of Order,

8. Notice of meeting of members. (a)
Notice of each annual meeting shall be either
published once a week for the two successive
calendar weeks (In each lnstance on any day
of the week) Immediately prior to the week
in which such annual meeting shall convens,
in a newspaper printed in the English lan-
guage and of goneral circulation in the city
or county in which the home office of the
assoclation 1s located, or malled postage
propaid at least 15 days and not more than
30 days prior to the date on which such
annual meeting shall convene to each of
its members of record at his last address
appearing on the books of the sssociation.
Such notice shall state the name of the as-
soclation, the place of the annual meeting
and the time whon 1t shall convene. A simi~
lar notice shall bo posted in a conspicuocus
place In ench of the offices of the association
during the 14 days immediately preceding the
date on which such annual meeting shall
convene, If any member, in person or by
attorney thereunto suthorized, ahall watve in
writing notice of any annual meeting of
members, notice thereof need not be given to
such member.

(b) Notice of each special meeting shall
be elther published once a week for the two

consecutive calendar woeks (in esch instance '

on any day of the week) Immediately prior
to the week in which such special

shall convene, in a newspaper printed in the
English language and of general circulation
in the clty or county in which the home
oflice of the assoclation is located, or mailed
postage prepald at least 16 days and not more

than 30 days prior to the date on which such
special meeting ghall convene to each of ita
menibers of record at his last address appear-
Ing on the books of the association., Such
notice shall state the name of the associa-
tion, the or for which the
meeting is called, the place of the special
mecting and the time when it shall con-
verie, A similar notice shall be posted In a
conspicucus place in each of the offices of
the association during the 14 days fmmedi-
ately preceding the date on which such spe-
clal meeting shall convene. If any member
in person or by attorney thereunto muthor-
ized, shall walve In writing notice of any
special meeting of members, notice thereof
need not be given to such member.

4. Meetingy of the board of directors. The
board of directors shall meet regularly with-
out notice at the home office of the associn-
tion at least once each month at the hour
and date fixed by resolution of the board
of directors, provided that the place of meet-
ing may be changed by the directors. Special
meetings of the board of directors may be
held at any place in the territory in which
the assoclation may make loans specified in
a notice of stuch meeting and shall be called
by the secretary upon the written request
of the president, or of three directors. Al
special meetings shall be held upon at least
8 days' written notios to each director uniess
notice be walved In writing before or after
such meeting. Such notice shall state the
place, time, and purposes of such meeting,
A majority of the directors shall constitute
a quorum for the transaction of business,
The act of A majority of the directors present
at any meefing at which there is & quorum
ehall be the nct of the board of directors,
All meetings of the board of directors shall
be conducted in accordance with Roberts'
Rules of Order.

5. Officers, employees, and agents, An-
nuaily at the meeting of the board of direc-
tors of the assoeiation next following the
annual meeting of the members of the ssso-
ciation, the board of directors shall elect s
president, one or more vice presidents, a sec-
retary, and a treasurer; Provided, That the
offices of socretary and treasurer may be held
by the same person, and a vice president moy
also be either the secretary or the treasurer.
The board of directors may appoint such sd-
ditional officers and such employees and
agents as it may from time to time determine.
The term of office of all officers shall be one
year or until their respective successors are
elected and qualified; but any officer may be
removed at any time by the board of di-
rectors. In the absence of designation from
time to time of powers and dutles by the
board of directors, the officers shall have such
powers and duties as generally pertaln to
their respective offices,

8. Resignation of directors. Any dl-
rector may resign at any time by sending a
written notice of such resignation to the
office of the association dellvered to the sec-
retary. Unless otherwise specified therein,
such resignation shall toke effect upon re-
ceipt thereof by the secretary, More than
three consecutive absences from regular
meetings of the board of directors, unless ex-
cused by resolutfon of the board of directors,
shall sutomatically constitute a resignation,
effective when such resignation is sccepted
by the board of directors.

7. Powers of the board. The board of di-
rectors shall have power—

() To appoint and remove by resoluticn
the members of an executive committeo, the
members of which shall be directors, which
committee shall have and exercise the powers
of the board of directors between the meet-
ings of the board of directors;

(b) To appoint and remove by resolution
the members of such other committees 83
may be deemed nocessary and prescribe the
dutles thereof;

(¢) To fix the compensation of directors
officers, and employees; and to remove &ny
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ofcer or employee at any time with or with-
out cause;

(d) To extend lenfoncy and indulgence to
porrowing members who are in distress and
generally to compromise and settls any debta
sud olmima;

(e) To limit payments on capital which
may be accepted;

(1) To reject any spplication for savings
secounts or membership; and

the charter to the members.

8 Erecution of instruments, generally.
All documents and instruments or wrl
of any nature shall be signed, executed, -
fled, acknowledged, and delivered by such
officers, ngents, or employees of the nssocia-
tion or any one of them and in such manner
8 from time to time may be determined by
resolution of the board of directors. All
notes, drafts, acceptances, checks, endorse-
ments, and all evidences of Indebtedness of
the associntion whatsoever shall be signed
by such officer or officers or such agent or
agents of the association and in such man-
nor a8 the board of directors may from time
to time determine. Endorsements for de-
posit to the credit of the assoclation In any
of {ta duly suthorized depositaries shall be
made In such manner as the board of di-
rectors may from time to time determine.
Proxies to vote with respect to shares or ac-
counts of other associations or stock of other
carporations owned by or standing in the
name of the association may be executed
And delivered from time to time on behalf
of the nssoclation by the president or a’vice
president and the socretary or an assistant
secretary of the association or by any other
person or persons thereunto authorized by
the board of directors.

9. Savings account certificates. Such of-
ficers or employees an may be designated by
the board of directors shall deliver to each
person upon the Initial payment on his sav-
ings account in the assoolation an account
book or other written evidence of such
acoount,

10. Seal. The soal shall be two concentrio
clrcles betwoen which shall be the name of
the assoclation. The year of incorporation,
the word “Incorporated”, or an emblem may
appear in the center.

11. Amendment. These bylaws may be
tmended st any time by a two-thirds afirma-
tive vote of the board of directors, or by a
Yoto of the members of the assoclation,
Exch and every amendment shall be sub-
Ject to the approval of the Federal Home
Losn Bank Board, and shall be ineffective
until such approval shall be given: Provided,
That, without the approval of the Federal
Home Lonn Bank Board, section 1 of the
bylaws may be amended so that the time of
day for convening the annual meeting may
be fixed at any hour not earlier than 10 . m.,
or later than @ p, m., and a section providing
for & bonus may be added or repealed os
provided in the rules and regulations for the
Foderal Savings and Loan Systern.

Y5448 Amendment to bylaws. This
fection constitutes approval by the Board
of any one or more of the following
amendments to the bylaws of any Fed-
eral assoclation, upon the valid adoption
of any such amendment by such associa-
tion's directors or members as provided
In its bylaws, effective when so adopted:

(a) Nominating commitice. The pres-
Ident, at least 80 days prior to the date
of each annual meeting, shall appolnt
:ggmlnaung committee of three persons

are members of the association.

(Such committee shall make n ons

tgf directors in writing, and deliver to

“ﬁ’ such written nominations

. cast 15 days prior to the date of the

inual meeting, which nominations shall
No. 240— 4
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forthwith be posted in a prominent place
in the home office for the 15 days’ pe-
riod prior to the date of the annual
meeting. Provided such committee is
appointed and makes such nominations,
no nominations for directors except those
made by the nominating committee shall
be voted upon at the annual meeting un-
less other nominations by members are
made in writing and delivered to the
secretary of the assoclation at least 10
days prior to the date of the annual
meeting, which nominations shall forth-
with be posted iIn & prominent place
in the home office for the 10 days’ period
prior to the date of the annual meet-
ing. Ballots bearing the names of all
pérsons nominated by the nominating
commitiee and by other members prior
to the annual meeting shall be provided
for use by the members at the annual
meeting, If at any time the president
shall fall to appoint such nominating
committee, or the nominating commitice
shall fall or refuse to act at least 15 days
prior to the annual meeting, nomina-
tions for directors may be made at the
annual meeting by any member and shall
be voted upon,

(b) New business. Any new business
to be taken up at the annual meeting,
including any proposal to increase or
decrease the number of directors of the
association, shall be stated In writing
and flled with the secretary of the as-
sociation on or before 30 days before the
date of the annual meeting, and all busi-
ness so stated, proposed and filed shall be
considered at the annual meeting, but no
other proposal shall be acted upon at the
annual meeting. Any member may
make any other proposal at the annual
meeting and the same may be discussed
and considered, but unless stated in
writing and filed with the secretary 30
days before the meeting such proposal
shall be lald over for action at an ad-
Journed, special or regular meeting of
the members taking place 30 days or
more thereafter. This provision shall
not prevent the consideration and ap-
proval or disapproval at the annual
meeting of the reports of officers and
committees, but in connection with such
reports no new business shall be acted
upon at such annual meeting unless
stated and filed as herein provided.

(¢) Voling by proxy. Voting at any
annual or special meeting of the mem-
bers may be made by proxy, it being
provided that no proxies shall be yoted
at any meeting unless such proxies ‘shall
have been placed on file with the secre-
tary of the association, for verification,
at least 5 days prior to the date on which
such meeting shall convene.

(d) Number of directors.
lt:r of directors of the

(e) Bonus accounts. The association
shall be obligated to pay a bonus for
regular payments on savings accounts
upon the bonus plan set forth in the
rules and regulations made by the Fed-
eral Home Loan Bank Board.

AVAILABILITY
$5447 In offices of association. A
Federal association shall cause a true

copy of its charter and bylaws, including
any amendments thereto, to be at all

The num-~
shall
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times avallable to the members of such
association In each of its offices, and shall
deliver a copy of such charter and by-
laws to any member upon request.

§ 5448 Amendment of Charter K.
The provisions of this section shall con-
stitute the approval by the Board of the
proposal by the board of directors of any
Federal association that has a Charter K
of the following amendments to said
Federal assoclation’s charter: Provided,
That such Federal association follows
the requirements of section 16 of its
charter in adopting such amendments:
Amendment of the tenth sentence of sec~
tion 8 by striking the period at the end
thereof and adding: *“: Provided further,
That the association may provide for
bonus payments in accordance with sec-
tion 10 hereof.”; together with the
amendment of section 10 to read as fol-
lows: “10. Payment of bonus on share
accounts. The association may pay a
bonus upon its share accounts asauthor-
ized by regulations made by the Federal
Home Loan Bank Board.”

ParT 545-—OPERATIONS

CAPITAL

Sec.

545.1 Savings accounts,

545.1-1 Distribution of earnings.

535.1-2 Quarterly disteibution of earnings
by Charter N or K (rov.) Federal
associations upon resolution of
board of directors.

5453 Evidence of ownerabip.

5453 Boanus on savings accounts,

545 4 Withdrawals.

LOANS -

5456 Real estate loans,

545.0-1 Lending powers under sections 13
and 14 of Charter K.

545.0-2 Lending powers under sections 11
and 12 of Charter E.

545.6-8 Lending powers under other charter
provisions.

545.6-4 Participation loans.

545.6-4a Participation Joans on real estate

beyond regular lending area.

Purchaxe of loans.

Lending area.

Real estate loans and Investments
subject to 20-percent-of-assots
Hmitation,

Louns to directors, officers, or em-
ployees.

545.6-0  Appralsala,

545.6-10 Initial loan charges,

545.6-11 Loan contract,

545.6-8

545.6-12 Loan payments.
545.6-13 Reserve for uncollected interest,
6457 Loans on savings accounts,
5458 Unsecured loans.
646.8-2 Cash and Government obligations,
OTHER INVESTMENTS
5469  Stooks und securities,
545.10 Office bullding.
BROKERAGE DUSINESS AND SALE OF LOANS
54511 Restrictions,
FIDELITY DONDS

545.12 Bonds for directors, officers, eme

ployees, and agents,

OFFICES
5456.13 Home office,
545.14 Hranch office. o
545.15 Agency.
§45.16 Change of office location,
FISCAL AGENCY

54517 Powers and dutles,
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BOOXK VALUE OF ASSETS
Sec.
545.18 Adjustments,
545,19 Real estate owned.

RECORDS AND REPORTS
54520 Accounting.
545.21 Aunnual reports, =
54622 Monthly reports.
54523 Statement of condition,

EXAMINATIONS AND AUDITS
54524 Supervisory examinations,
54526 Audita,
54526 Coat.
ANNUAL MEETINGS OF MEMBERS

54527 Notice.

Avrnonrry: §f 545.1 to 54527 lssued under
gec. 5, 48 Stat, 182, aa amended; 12 U. 8. O,
1464, Reorg. Plan No. 8 of 1047, 12 F. R, 4981,
8 CFR, 1947 Supp.

CAPITAL

§ 545.1 Savings accounts. The capital
of a Federal association may be raised
through payments on its savings ac-
counts in the form of cash, or of prop-
erty in which such Federal association
is authorized to invest, and In the abe-
sence of actual fraud in the transaction,
the value of such property, as determined
by the board of directors of such Federal
association, shall be conclusive. The
- savings accounts of a Federal association
that has a Charter E or a Charter K and
which amends such charter to read in
the form of Charter N or Charter K
(rev,) shall continue to have the same
rights and privileges and to be subject
to the same duties and liabilities as were
provided in the charter in effect at the
time such savings accounts were created,
until exchange for a savings account
issued under the provisions of Charter
N or Charter K (rev.). No sales
commission shall be paid by any Federal
association to any of its officers or
directors for the sale of its savings ac-
counts: Provided, That any such associa-
tion may distribute prizes In cash or
otherwise to any of its officers or direc-
tors in connection with any drive or con-
test authorized by the assoclation’s board
of directors for the increase of the asso-
clation’s capital by the development of
new savings accounts. Except to the ex-
tent expressly authorized by Charter E,
no Federal assoclation shall directly or
indirectly charge any membership ad-
misslon, repurchase, withdrawal, or any
other fee or sum of money, for the priv-
{lege of becoming, remaining, or ceasing
to be a holder of a savings account of
such Federal association.

§ 545.1-1 Distribution of earnings.
A Federal association that has Charter
N or Charter K (rev.) is not required to
distribute earnings on savings accounts
of $10 or less: Provided, however, That
where State-chartered savings and loan
associations are specifically authorized
by law not to distribute earnings on
savings accounts of less than $50, any
such Federal association located in such
a State may, by resolution of its board
of directors, provide that such Federal
association shall not distribute earnings
on savings accounts of less than $50
except that the amount so fixed shall not
exceed that specifically authorized by
State law to such State-chartered savings
and loan associations.

RULES AND REGULATIONS

§ 545.1-2 Quarierly distribution of
earnings by Charter N or K (rev.) Fed-
eral associations upon resolution of board
of directors—(a) A Federal savings
and loan association shall close its books
as of June 30 and December 31 of each
year, or as of the last business day of
each June and December; and shall, at
each of such dates, make such credits
to its reserves and to its undivided profits
account, and shall make such distribu-
tion of the remainder of its earnings, as
are provided by such association’s char-
ter: Provided, That, a Federal associa-
tion which has a charter In the form of
Charter N or Charter K (rev,) and has
its home office in a State, district, or ter-
ritory where building and loan or savings
and loan associations, homestead asso-
ciations, cooperative banks, or mutual
savings banks, are authorized or permit-
ted by the laws of such State, district, or
territory to distribute earnings quarterly,
and where any such building and
loan or savings and loan association,
homestead asgsociation, cooperative bank
or mutual savings bank has on,
or after, the last previous dividend date
of such Federal association, dis-
tributed earnings on a quarterly basis,
may, following adoption by its board of
directors of the following resolution, dis-
tribute earnings as of March 31, June 30,
September 30, and December 31 of each
year, or as of the last business day of each
March, June, September, and December,
after providing as of March 31 and Sep-
tember 30 for the payment of expenses,
and for the pro rata portion of credits
to reserves required by section 10 of
Charter N and Charter K (rev.) for the
six-month period ending on June 30 and
December 31, respectively, next suc-
ceeding:

Be It resclved, that the association shall
distribute net earnings (as ‘defined in sec~
tion 10 of the Charter) as of March 81,
June 30, September 30 and December 31
of each year, In accordance with, and sub-
Jeet to, the provislans of §5645.1-2 of the
rules and regulations for the Federal Say-
ings and Loan System. =

Provided further, That immediately
after the adoption of such resolution a
copy thereof certified as follows, shall
be sent to the Director, Division of
Supervision, Federal Home Loan Bank
Board, Washington 25, D, C., and to the
President of the Federal Home Loan
Bank in the district in which sald Fed-
eral association is located:

The undersigned, by its secretary, hereby
certifies that the above resolution was
adopted at & meeting of the board of direc-
tors duly called, and held O cc o cacaaee oy

< T |- B

In witness whereof, the gecretary of the
undersigned has hereunto affixed his hand
and the seal of the undersigned this ... day

(. SSEEC A [ FSS
3 Federal
Savings and Loan Association,

[ CosroRaTE SeaL]

(b) In the event that, subsequent to
the adoption of a resolution providing
for quarterly distribution of earnings,
legislation is enacted in the State, dis-
trict or territory in which such Federal
assoclation is located specifically pro-

hibiting the distribution of earnings for
any period less than semi-annually, the
board of directors of such Federal asso-
clation shall, not later than the next
following July 1 or January 1 occurring
not less than 30 days after the effective
date of such legislation, duly rescind the
resolution authorizing quarterly distri-
bution of earnings.

(¢) In the event the resolution pro-
viding for quarterly distribution of earn-
ings Is rescinded for any reason, a
certified copy of such resolution of re-
scission shall immediately, upon adop-
tion, be sent to said Director, and said
President.

(d) As used in this section, the term
“State, district, or territory”, includes
Puerto Rico, Guam, and the Virgin
Islands,

§ 5452 Evidence of ownership—(a)
Signature card. In connection with the
issuance of g savings account a Federal
association shall obtain & card contain-
ing the signature of the owner of such
account or his duly authorized represent-
ative and shall preserve such signature
card In the records of the association:

(b) Account books and certificates. A
Federal assoclation that has Charter N
or Charter K (rev.) shall issue to each
holder of its savings accounts an account
book, or a separate certificate, evidencing
the ownership of the account and the

Anterest of the holder thereof in the cap-

ital of such Federal association; except
as hereinafter provided, each such cer-
tificate shall be in form prescribed by
the Board. (The Board has prescribed
for use by all Federal associations that
have Charter K, forms of certificates
evidencing the ownership of savings
share accounts, short-term savings
share accounts, and investment share
accounts; and has prescribed for use by
all Federal associations that have Charter
N or Charter K (rev.) forms of certifi-
cates evidencing ownership of savings
accounts. Illustrative copies of these
forms may be obtained from the Federal
Home Loan Bank Board, Washington,
D. C., or from any Federal home loan
bank.) Any Federal association that
has a Charter E may, until otherwise
provided by the Board, continue to use
the forms of share certificates being is-
sued by such association as of the eflec-
tive date hereof: Provided, That no such
form is in conflict with any express
provision of such association’s charter or

laws.

(c) Ownership of record. A Federal
association may treat the holder of rec-
ord of a savings account as the owner
for all purposes without being affected
by any notice to the contrary unless such
Federal association has acknowledged In
writing notice of a pledge of such savings
account. Savings accounts of a Federal
association shall be transferable only
upon the books of the association and
upon proper application by the trans-
feree and the acceptance of the trans-
feree as & member upon terms approved
by the board of directors.

(d) Duplicate account books and cer-
tificates. Upon flling with a Federal as-
sociation by the holder of record as
shown by the books of the association.
or by his legal representative, of an
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afMdavit to the effect that the certificate
or account book evidencing his savings
gccount with the association has been
lost or destroyed, and that such certifi-
cate or account book has not been
pledged or assigned in whole or in part,
such Federal associntion shall issue a
new certificate or account book evidenc-
fng such savings account in the name
of the holder of record: Provided, That
the board of directors shall, if In its
judgment it 1s necessary, require a bond
in an amount sufficient to indemnify the
association agajnst any loss which might
result from the issuance of such new
certificate or account book.

£ 545.3 Bonus on savings accounts—
(a) Creation of bonus plan. The
members of a Federal association
which has a charter not Inconsistent
with the provisions of this section may,
by bylaw provision, obligate the associa-
tion to pay a bonus for regular payments
on savings accounts, Therealter, any
member of such association desiring a
bonus shall agree to meke regular
monthly payments of a specified amount
on a savings account untll the with-
drawal value thereof {s equal to at least
200 times the agreed monthly paymernt,
and if the agreed monthly payments are
made each and every month thereafter
until the withdrawal value of such sav-
ings account is equal to at least 200 times
the agreed monthly payment, without a
delay of more than 60 days in the pay-
ment of any monthly payment and with-
out any prepayment of more than 12
months, and i{f within such period no
application has been made for with-
drawnl of any part of such savings ac-
count, the bonus £hall be payable on the
date on which the withdrawal value of
such savings account equals or exceeds
200 times the agreed monthly payment.
The bonus rale on such savings account
shall be 1 percent per annum and the
amount of the bunus shall be determined
as follows:

Divide the dollar amount of each semi-
annual distribution of earnings on such
savings account by a figure equal to the
annual rate of each such semiannual
distribution; and'the amount of the
bonus shall be the sum of the quotients
obtained: Provided, however, That if &
member who has agreed to-make regular
monthly payments on a savings account
under this plan shall apply for the with-
drawal of such account in part or in full,
or shall fail to meet any of the other
terms of the bonus agreement after such
account shall have reached (1) &t least
60, but less than 100, times the agreed
monthly payment on such account in ace
cordance with.the terms of the agree-
ment, such member shall be entitled to
receive, in addition to the withdrawal
value of such account, a bonus equiva-
lent to 25 percent of the amount of the
Teserve for bonus which is, at the time of
such withdrawal, properly allocable to
such account; (2) at Jeast 100, but less
than 150, times the agreed monthly pay-
ment, 50 percent of such amount; and
(3) at least 150, but less than 200, times
the agreed monthly payment, 75 percent
of such amount.

‘D) Existing bonus rights. ‘The holder
ol a savings account of a Federal assocla~
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tion which has a Charter K and which
amends such charter by the adoption of
Charter N shall, upon the exchange of
such savings account for a savings ac-
count issued under Charter N, have the
rights and privileges, and be subject to
the duties and liabilities, provided in this
section, as if originally greated under the
provisions hereof: Provided, That the
savings account so exchanged entitled
the holder thereof, at the time of such
exchange, to an interest in any reserve
for bonus created under the provisions of
such Charter XK.

(¢) Bonus operations. A Federal as-
sociation that has a Charter not incon-
sistent with the provisions of this section
may credit to the accounts of all mem-
bers holding bonus accounts in good
standing, that amount in the bonus re-
serve to which they would be entitled if
their bonus accounts were withdrawn at
the time of such credit, and may transfer
to surplus or to other rescrves any other
amounts in any Reserve for Bonus, and
further bonus earnings shall be credited
to the accounts of the members tiiereto
entitled.-

(d) Abolition of bonus plan. The
members of a Federal association may,
by amendment of such association’s by-
laws, abolish any honus plan as to sav-
fngs accounts opened after the cilective
date of such action.

§ 545.4 Withdrawals. When a Fed-
eral assoclation that has a Charter N
{s unable to pay all withdrawal requests
within a period of 30 days from the date
of receipt of written request therefor,
the association shall then number and
file all withdrawal requests in the order
received and shall proceed in the follow-
ing manner while any withdrawal request
remains unpaid for more than 30 days:

(a) Withdrawal requests shall be pald
in the order received and if any holder of
& savings account or secounts has re-
quested the withdrawal of more than
$1.000, he shall be paid $1.000 in order
when reached and his withdrawal re-
quest shall be charged with such amount
as paid and shall be renumbered and
placed at the end of the list of with-
drawal requests, and thereafter, upon
again being reached, shall be paid a like
amount, but not exceeding the with.
drawal value of his savirgs account, and
until such withdrawal request shall have
been paid in full, shall continue to be so
paid, renumbered, and replaced at the
end of the withdrawal requests on file:
Provided, That when any such request is
reached for payment, such association
shall so advise the holder of such savings
account by registered mall fo his last
address as recorded on the books of the
association and, unless such holder shall
apply in person or in writing for the
payment of such withdrawal request
within 30 days from the date of the mail-
ing of such notice, no payment on ac-
count of such withdrawal request shall
be made and such request shall be can-
celled: And provided further, That the
board of directors shall have absolute
right to pay on an equltable basis an
amount not exceeding $200 to any holder
of a savings account ar accounts in any
calendar month and without regard to”
any other provision of this section;
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() When a Federal association that
has a Charter N is unable to pay ail with-
drawal requests within a period not ex-
ceeding 30 days from the date of receipt
of written request therefor it shall allot
to the payment of such requests the re-
mainder of the association’s recelipts
from all sources after deducting from
total receipts appropriate amounts for
expenses, required payments on indebt-
edness, earnings distributable in cash to
holders of savings accounts, and a fund
for general corporate purposes equivalent
to not more than 20 percent of the as-
soclation’s receipts from holders of its
savings accounts and from its borrowers.

LOANS .
§ 546.6 Real estale loans.

§ 545.6-1 Lending powers under sec-
tions 13 and 14 of Charter K. Any Fed-
eral association which has Charter K
may, under sections 13 and 14 thereof,
make the following types of loans on
the security of first liens on Improved
real estate and the use by such an as-
sociation of loan plans, practices, and
procedures which comply with the ap-
plicable provisions of §§ 545.6 to 545.6-
13, are hereby approved by the Board:

(a) Homes or combination of homes
and business property—(1) Monthly in-
stallment loans, Installment loans may
be made on homes or combination of
bomes and business property for an
amount not in excess of 75 percent of the
value thereof, repayable monthly with-
in 25 years or, if an insured or guaran-
teed Ioan, within the period acceptable
to the insuring or guaranteeing agency:
Provided, That, when the members of
such an association have authorized
loans to be made for an amount exceed-
ing 76 percent of the value, such loans
may be made up to the percentage of
value authorized by the members but
not in excess of:

(1) 80 percent of the value, If the loan
s not-an insured or guaranteed loan;

(i) The maximum percentage of the
value acceptable to the insuring agency,
if an insured loan;

(1i) 80 percent of the value, plus the
amount guaranteed if a guaranteed loan.

(2) Other installment loans, Loans
of any type that such an association may
make on a monthly installment basis
may also be made with Interest payable
at least semi-annually and with regular
perlodic principal installments payable at
least annually in an amount sufficient to
retire the- debt, interest and principal,
within 5 years, or, subject to the limita-
tions of § 545.6-7 (for which purpose all
such loans as are not fully repayable
within 5 years shall be deemed “Non-
instal!lment Loans”), within 15 years:
Provided, That insured or guaranteed
loans may be repayabie upon such terms
as are acceptable to the Insuring or guar-
anteeing agency.

(3) Loans without full amortization,
Loans of any type that such an associa-
tion may make on a monthly installment
basis may 2lso be made without full
amortization of principal: Provided,
That except for insured or guaranteed
loans, interest shall be payable at least
semi-annually and any such loan may be
made for an amount not in excess of 50




amount not in excess of 60 percent of the
value and for a term of not more than 3
years: And provided further, That, if the
members have authorized loans to be
made without full amortization up to
such higher percentage, such loans, if
made for the purpose of construction,
may be made for an amount not in ex-
cess of 80 percent of the value and for a
term of not more than one year.

(4) Loans in excess of 80 percent of
value.” The limitation of 80 percent set
forth in subdivision (i) of subparagraph
(1) of this paragraph shall be 90 percent
in the case of any loan with respect to
which the following requirements are
met:

(i) The association, at the time of any
disbursement on the loan, has general
reserves and surplus equal to at least
3 percent of the association’s capital;

(i) The loan is made upon the se-
curity of a first lien upon Yeal estate
upon which there is located a structure
designed for residential -use for one
family, the construction of which has
been completed prior to the date on
which the security instrument securing
the loan is executed and prior to the date
on which any disbursement on the loan
is made, and upon which there is not lo-
cated any other structure designed or
used in whole or in part for use as a
dwelling or any structure designed or
used in whole or In part for any business
use or for any use not ancillary to the
residential use aforesaid;

(i) The principal obligation of the
loan is specified in the security instru-
ment securing the loan and does not ex-
ceed (a) $18,000, (1) 90 percent of the
yalue of the rea) estate, or (¢) 80 percent
of the purchase price set forth in the
certification specified in subdivision (vii)
of this subparagraph, whichever is
lowest;

(iv) The loan contract requires that,
In addition to interest and principal pay-
ments on the loan, the equivalent of one-
twelfth of the estimated annual taxes,
assessments, and Insurance premiums on
the real estate security be pald monthly
in advance to the association:

(v) The barrower has executed, not
earlier than the date on which the secu-
rity instrument securing the loan s ex-
ecuted and not later than the date on
which any disbursement on the loan is
made, a certification in writing to the
association stating (a) that the loan is
sought for the purpose of enabling the
borrower to purchase the security prop-
erty from a vendor or vendors named
therein; (b) that no lien or charge upon
such property, other than the lien of
the association or llens o~ charges which
will be discharged from the proceeds of
the loan, has been given or executed by
the borrower or has been contracted or
agreed to be so given or executed; and
(¢) that the borrower is actually occupy-
ing the property as a dwelling or that
the borrower in good faith intends to do
S0,
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(yi) The vendor or vendors have exe-
cuted, not earlier nor later than the
dates specified In subdivision (v) of this
subparagraph, a certification in writing
to the association stating that no lien
or charge upon such property, other than
the llen of the association or liens or
charges which will be discharged from
the proceeds of the loan, has been given
or executed to the vendor or vendors by
the borrower or has been contracted or
agreed to be s0 glven or executed;

(vil) The borrower and the vendor or
vendors have jointly executed, prior to
approval of the loan, a certification in
writing to the association stating (a) the
purchase price of the security property
and the items comprising such price and
(b) that there Is outstanding a contract
or agreement between the vendor or
vendors and the borrower that the secu-
rity property vill be conveyed to the
borrower;

(viil) The association has obtained,
prior to approval of the loan, a written
report on the credit standing of the
borrower and the financial ability of the
borrower to undertake and -pay off the
obligation involved in the loan; and

(Ix) The resulting aggregate of the
principal amount of such loan as spec-
ified in accordance with subdivision (iii)

-of this subparagraph and of the asso-

ciation’s investment in the principal
amount of all other loans made under
this subparagraph, exclusive of any loan
with respect to which the assoclation’s
investment in the principal amount
thereof does not exceed 80 percent of the
value of the property according to the
appraisal on which such loan was made
(or 80 percent of the purchase price set
forth in the certification specified In sub-
division (vi{) of this subparagraph, if
such purchase price is less than such
value), does not, at the time of any dis-
bursement on such loan, exceed 10 per-
cent of the association's capital,

The record of each such loan shall show
the date and amount of the appraisal on
which the loan was made and the date of
approval of the loan, and the association
shall, so long as the loan is outstanding
and In any event for a period of at least
three years from the date of any dis-
bursement on the loan, retain in its rec-
ord of the loan the foregoing data and
all reports and certifications referred to
in this subparagraph. Notwithstanding
any other provision of this part, a Fed-
eral association, without the prior writ-
ten approval by the Board, may not par-
ticipate in the making of, and may not
purchase or sell, any loan, and may not
purchase or sell any participation in any
loan, made under the provisions of this
subparagraph: Provided, That the pro-
visions of this sentence shall not apply
to any loan the unpaid principal of which
does not exceed 80 percent of the value
of the property according to the ap-
praisal on which such loan was made
and does not exceed 80 percent of the
purchase price set forth in the certifi-
cation specified in subdivision (vil) of
this subparagraph.

(b) Other improved real estate.

(1) Monthly installment loans. In-
stallment loans may be made on other
improved real estate for an amount not

in excess of 50 percent of the valye
thereof, repayable monthly within 25
years or, if an insured or guaranteed
loan, within the period acceptable to the
insuring or guaranteeing agency: Pro-
vided, That, when the members of such
an association have authorized loans to
be made upon such security for an
amount exceeding 50 percent of the
value, such loans may be made up to the
percentage of value authorized by the
members but not in excess of ;

(1) The maximum percentage accept-
?ble to the insuring agency, if an insured
oan ;

(11} 75 percent of the value of five-
family or six-famlly residential prop-

erty;

(i) '60 percent of the value of resi-
dential property for more than six fami-
Hes but for not more than twelve
families;

(iv) 6625 percent of the value of prop-

erty designed or used primarily for resi-
dential purposes: Provided, That the
loan is an installment loan repayable
monthly within 15 years: Provided fur-
ther, That the foregoing limitations of
662 percent and 15 years in this sub-
division ghall be 70 percent and 20 vears
in the case of such a loan on property
designed or used primarily for residential
purposes for more than twelve families:
Provided further, That, where & govern-
mental entity certifies to the Federal
,association, in advance of the making
of the loan, that the development,
alteration, repair, or improvement of
such property is essential to, or In
furtherance of the objectives of, a
program of slum clearance or urban
renewal which has been or is expected
to be undertaken In whole or in part by
such governmental entity, the loan may
be an installment loan repayable monthly
within 25 years;

(v) 60 percent of the value of resl
estate which Is improved by an income-
producing structure thereon: Provided,
That the loan is an installment loan re-
payable monthly within a perlod of 16
years;

(vl) The percentage of value that such
an assoclation may otherwise lend under
this paragraph plus the amount guaran-
teed, If a guaranteed loan: Provided,
That any percentage of value may be
loaned If at least 20 percent of the loan
is guaranteed.

(2) Other loans. Loans of any type
that such an association may make on &
monthly Installment basis may also be
made upon any other plan of repay-
ment: Provided, That, except for insured
or guaranteed loans, interest shall be
payable at least semiannually and any
such loan may be made for an amount
not in excess of 50 percent of the value
and for a term of not more than 5 years:
And provided further, That, If the mem-
bers have authorized loans to be made
without full amortization up to such
higher percentage of the value of other
improved real estate used primarily for
residential purposes, such loans may be
made for an amount not In excess of 60
percent of the value thereof and for &
term of not more than 3 years.

§545.6-2 Lending powers under sec+
tions 11 and 12 of Charter E. Any Fed-
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ern]l association which has Charter E
may, under sections 11 and 12 thereof,
mske monthly installment loans, re-
payable in not less than § nor more than
20 vears, on the security of first liens on
homes or combination of homes and
business property for an amount not in
excess of 75 percent of the value thereof,
and on other improved real estate for an
amount not in excess of 50 percent of the
value thereof.

§ 545,6-3 FLending powers under other
charter provisions. Any Fedeéral asso-
clation that has amended Charter K by
the addition thereto of section 14.1 and
any Federal assoclation which has a
charter in any other form not inconsist-
ent with the provisions of $35456 to
5465.6-13, may upon authorization by
its board of directors and without further
action by its members, make the follow-
ing types of loans and the use by any
such association of the applicable loan
plans, practices, procedures, and maxi-
mum lending percentages s hereby ap-
proved by the Board:

(n) Any loan that a Federal assocla-
tion which has Charter K may make
under §545.6-1;

(b) Any guaranteed loan on the se-
curity of a lien other than a first lien
on real estate: Provided, At least 20 per-
cent of the loan is guaranteed.

§ 545.6-4 Participation loans, Any
Federal association may participate with
other lenders in making loans of any

type that such an association may other-,

wise make: Provided, That:

() The real estate security is located
within such association’s regular lending
area; ’

(b) Each of the lenders is elther an
instrumentality of the United States
Government or 1s insured by the Federal
Savings and Loan Insurance Corpora-
tion or by the Federal Deposit Insurance
Corporation, >

§ 645.6-4a  Participation loans on real
estate beyond regular lending area. In
addition to its authority under § 545.6-4,
any Federal association may, to the ex-
tent that it has under statute and its
charter legal authority to do so, partici-
pate in making a loan, secured by first
lien upon a home located beyond the as-
soclation’s regular lending area, of any
type that it may make under this part,
provided each of the lenders is an in-
etitution the accounts of which are in-
sured by the Federal Savings and Loan
Insurance Corporation, or purchase from
any such institution a participation in
such a loan. Any Federal association
may, to the extent that it has under
satute and its charter legal authority to
do s0, gell to any such institution, with-
out regard to the provisions of § 545.11,
& participating Interest in any loan, and
fuch sale shall not be regarded as a sale
of 2 loan within the meaning of § 545.11,

{ 545.6-5 Purchase of loans, Any

deral association may purchase loans
of any type that it may make; it may
:150 purchasé any insured loan secured
by & home or combination of home and
siness property located outside of its
fezular lending area, at an investment
°f not more than $35,000: Provided, That
U0 loan may be purchased from an
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affiliated institution without the prior
approval of the Board, or from a director,
officer or employee of such association,
or from any person or firm regularly
serving such association in the capacity
of attorney-at-law: And provided fur-
ther, That if such an association in-
creases its savings accounts as a part of
any such purchase it shall obtain such
approval as is required by the rules and
regulations for insurance of accounts.

$ 545.6-6 Lending area, ‘The regular
lending amrea of a Federal association
conslsts of the area within a radius of
fifty miles from such association’s home
office and, in the case of a Federal asso-
ciation which s converted from a State-
chartered institution, that territory be-
yond fifty miles from its home office in
which such association made loans while
operating under State charter. Any
Federal association may make loans in
its regular lending area and, within the
20-percent-of-assets limitation as de-
fined in §545.6-7, In other territory:
Provided, That such association shall
comply with the provisions of the rules
and regulations for insurance of &c-
counts with respect to loans on the se-
curity of real estate located more than
fifty miles from the association’s home
office. Each converted association that
desires to continue to make loans beyond
fifty miles from its home office in terri-
tory In which it made loans while oper-
ating under State charter shall file with
the Board a map showing the territory
within which such association made
loans while operating under State char-
ter. For the purpose of this section a
county Is the unit of “territory” in which
a converted association mede loans be-
yond & radius of 50 miles from its home
office while operating under BState
charter,

§ 545.6-T Real estate loans and in-
vestments subject to 20-percent-of-as=-
sets limitation. Any Federal association
may make loans of the types enumerated
in paragraphs (a) through (d) of this
section on the security of first llens on
improved real estate only when the re-
sulting aggregate amount of the follow-
ing investments does not exceed 20 per-
cent of the association’s assets:

(a) Loans in excess of $35,000, after
deducting each part of any such loan, if
secured by a blanket mortgage, which is
apportionable in an amount not exceed-
ing $35,000 to each home or combination
of home and business property which is
a part of the security;

(b) Loans on other improved real
estate;

(c) Loans on Improved real estate
located beyond the assoclation’s regular
lending area;

(d) Non-installment loans; ’

(e) Real estate owned, except

(1) Property owned and occupled by
the association as an office;

(2) Homes or combination of homes
and business property which are located
within the regular lending area and
which have a book value of not more
than $35,000 eagh:

Provided, That any guaranteed loan, at
least 20 percent of which is guaranteed,
made by any Federal association that
has amended Charter K by the addition

9901

thereto of section 14.1, or by any Federal
assoclation which has a Charter in any
other form not inconsistent with the
provisions of §5545.6 to 545.6-13 and
any insured loan purchased by any such
Federal association secured by a home
or combination of home and business
property outside of its regular lending
area at an investment of not more than
£35,000, is exempt from the limitations
of this section.

§ 545.6-8 Loans fo directors, officers,
or employees. A Federal association may
not make a real estate loan to a director,
officer or employee of the association,
or to any attorney or flrm of attorneys,
regularly serving the association in the
capaclty of attorney-at-law, or to any
partnership in which any such director,
officer, employee, attorney or firm of
attorneys has any Interest, and no real
estate loan shall be made to any corpora-
tion in which any of such parties are
stockholders, except that with the prior
approval of its board of directors a real
estate loan may be made to a corporation
in which no such party owns more than
fifteen percent of the total outstanding
stock and in which the stock owned by
all such parties does not exceed twenty-
five percent of the total outstanding
stock: Provided, That nothing in this
section shall prohibit a Federal assocla-
tion from making loans on the securily
of a first lien on the home or combination
of home and business property owned
and occupied by a director, officer or em-
ployee of an association, or by &an at-
torney or member of & firm of attorneys
regularly serving the association in the
capacity of attorney-at-law.

§ 545.6-9 Appraisals. No loan shall
be made by any Federal assoclation until
at least two qualified persons designated
by its board of directors shall have sub-
mitted a signed appraisal of the real
estate security; or, if an insured or
guaranteed loan, until two qualified per-
sons designated by the board of directors
(one of whom may be the appraiser ac-
cepted by the Insuring or guaranteeing
agency) shall have concurred in or ap-
proved, in writing, the valuation assigned
to the real estate security by the ap-
praiser accepted by the insuring or
guaranteeing agency: Provided, That
any Federal association which has
amended its Charfer by the addition
thereto of section 14.1 and any Federal
association which has a charter In any
other form not Inconsistent with the
provisions of §§ 545.6 to 545.6-13, may,
when authorized by its board of direc-
tors, make any loan after a qualified
person designated by such board of
directors shall have submitted a signed
appralsal of the real estate security and
may make any Insured or guaranteed
loan on the basis of a valuation of the
real estate security furnished to such
Federal association by the insuring or
guaranteeing agency.

§ 545.6-10 Initial loan charges. No
director, officer, or employee of a Federal
association, and no person or firm reg-
ularly serving such association in the
capacity of attorney-at-law, may receive
from the association or from any other
source any fee or other compensation
of any kind in connection with the pro-
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curing of any particular loan from or by
such association. Borrowers may be re-
quired to pay the necessary Initial
charges in connection with the making of
a loan, including the actual costs of title
examination, appraisal, credit report,
survey, drawing of papers, closing of the
loan, and other necessary incldental
services and costs' in such reasonable
amounts as may be fixed by the board of
directors; such necessary initial charges
may be collected by the association from
the borrower and paid to any persons,
Including any such director, officer, em-
ployee, attorney or firm rendering such
services: Provided, That no discount, re-
bate, or commission on any such charge
may be received by any director, officer,

or employee of a Federal association, or

by any person or firm regularly

such association in the capacity of attor-
ney-at-law, but such discounts, rebates,
or commissions, when allowed as com-
pensation for services performed, may be
received and retained by the association.
Upon the closing of the loan, the asso-
ciation shall furnish the borrower a loan
settlement statement showing in detail
the charges or fees the borrower has
paid or obligated himself to pay to the
association or to any other person in
connection with such loan; and a copy
of such loan settlement statement shall
be retained in the records of the asso-
ciation.

$ 545.6-11 Loan contract. Each loan
shall be evidenced by note, bond, or other
instrument and shall be secured by such
security instrument as is in keeping with
sound lending practices In the locality.
The loan contract shall provide for full
protection to the Federal assoclation and
shall be recorded; it shall provide spe-
cifically for full protection with respect
to insurance, taxes, assessments, other
governmental levies, maintenance, and
repairs, and it may provide for an assign-
ment of rents and for such other protec-
tion as may be lawful or appropriate.
Buch Federal association may pay taxes,
assessments, Insurance premiums, and
other similar charges for the protection
of its Interest in the property on which
it has Joans; all such payments may,
when lawful, be added to the unpaid bal-
ance of the loan. A Federal assoclation
may require life insurance to be assigned
to it by its borrowers as additional collat-
eral for loans on the security of real
estate; such association may advance
premiums on any such life insurance and,
when lawful, mayg add the premium so
advanced to the unpaid balance of the
joan. A Federal assoefation may require
that the equivalent of one-twelfth of the
estimated annual taxes, assessments, in-
surance premiums, and other charges on
real estate security, or any of them, be
pald In advance to such association in
addition to interest and principal pay-
menis on its loans, to enable the assocla-
tion to pay such charges as they become
due from the funds so received. A Fed-
eral association shall keep a record of the
status of taxes, assessments, insurance
premiums, and other charges on all real
estate on which such association has
loans or which is owned by it. All loan
instruments shall comply with applicable
provisions of law, governmental regula-
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tions, and the Federal association’s
charter.

$ 545.6-12 Loan payments, Payments
on the principal indebtedness of all loans
on real estate security shall be applied
direct to the reduction of such indebted-
ness, Payments on all monthly install-
ment loans, other than construction
loans, insured loans, and guaranteed
loans, shall begin not later than sixty
days after the advance of the loan; in-
sured loans and guaranteed loans may be
repayable upon terms acceptable to the
insuring or guaranteeing agency and the
Board hereby approves for use by any
Federal association a loan plan wherein
payments on any construction loans that
such assoclation may otherwise make un-
der $5545.6 to 545.6-13 shall begin not
later than 12 months after the date of
the first advance. Borrowers from Fed-
eral associations shall have the right to
prepay their loans without penalfy ex-
cept that the Board hereby approves for
use by any Federal association, other
than Federal associations that have
Charter E, a loan plan wherein the asso-
ciation may require payment of not more
than six months' advance interest on
that part of the aggregate amount of all
prepayments made on a loan in any one
year which exceeds 20 percent of the
original principal amount of the loan:
Provided, That the loan contract makes
express provision therefor.

§ 545.6-13 Reserve for uncollected in-
terest. A "Reserve for Uncollected In-
terest” shall be maintained equivalent
:,’o all Interest In default more than 90

ays.

§ 5457 Loans on savings accounts.
Any Federal association may make loans
on the security of its savings accounts,
whether or not the borrower is the owner
of such account: Provided, That the as-
sociation obtains a llen upon, or a pledge
of, such savings account as security
therefor. No such loan may exceed the
withdrawal amount of the savings ac-
count securing the loan or the maximum
percentage thereof which the association
is authorized by its charter to lend upon
such security, whichever is less, and no
such loan may be made when the asso-
ciation has any application for with-
drawal which has been on {ll¢ more than
30 days and not reached for payment.

§ 5458 Unsecured loans. Any Fed-
eral association that has amended Char-
ter K by the addition thereto of section
14.1 and any Federal association which
has a charter in any other form not in-
consistent with the provisions of this sec-
tion may, upon adoption of such a loan
plan by its board of directors, make or
purchase:

(a) Any unsecured loan at least 20
percent of which is guaranteed under the
provisions of the Servicemen's Readjust-
ment Act of 1944, as now or hereafter
amended;

(b) Simple-interest, discount, or
gross-charge loans for property sltera-
tion, repair, or improvement without the
security of a lien upon such property:
Provided, That:

(1) The net proceeds of any such loan
do not exceed $3,500;

(2) The property islocated in such as.
sociation’s regular lending area as de-
fined In § 545.6-6;

(3) Each such loan is evidenced by
one or more negotiable notes, bonds, or
other written evidences of debt;

(4) The resulting aggregate amount
of all such loans does not exceed an
semount equal to 15 percent of such as-
soclation’s assets;

(5) Each such loan is repayable in

regular monthly installments within a
period of § years:
And provided further, That any such
loan for property alteration, repair, or
improvement that is accepted for insur-
ance under the provisions of the National
Housing Act, &5 now or hereafter
amended, or for insurance or guarantee
under the provisions of the Service-
men’'s Readjustment Act of 1944, as now
or hereafter amended, may be made for
such amount and repayable upon such
terms and within such periods as are
acceptable to the insuring or guarantee-
ing agency: Provided, That no Federal
association may make any unsecured
loan to a director, officer, or employee
of the association, or to any person or
firm regularly serving the association in
the capacity of attorney-at-law, except
for the alteration, repair, or improve-
ment of the home or combination of
home and business property owned and
occupled by such borrowing director, of-
ficer, employee, attorney, or firm.

§5458-2 Cash and Government ob-
lipations. A Federal assoclation shall
not make or purchase any loan, other
than advances on the sole security of its
savings accounts, at any time when its
cash and obligations of the United States
are not at least equal to 6 percent of the
association’s capital. For the purposes
of this section:

(a) A loan shall be deemed to have
been made as of the date of the note or
bond evidencing the same, and a loan
shall be deemed to have been purchased
as of the date of payment therefor;

(b) The term *“cash” means cash on
hand, and cash on deposit in banks, in-
cluding Federal Home Loan Banks,
which is not pledged as security for in-
debtedness; and

(c) The term “obligations of the
United States™ means all unpledged evi-
dences of Indebtedness issued by the
United States and all unpledged evi-
dences of indebtedness issued by any
agency or instrumentality of the United
States which are by statute fully guar-
anteed as to principal and interest by
the United States.

OTHER INVESTMENTS

§ 645.9 Stocks and securities. A Fed-
eral association may invest in the obli-
gations of, or obligations guaranteed as
to principal and interest by, the United
States; in obligations of Federal home
loan banks; In obligations of the Federal
National Mortgage Association; in stock
of a Federal home loan bank; and in
stock of the Federal National Mortgage
Association through making nonrefund-
able capital contributions as provided
in section 303 (b) of the National Hous-
ing Act, as amended.
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£ 545.10 Office building, A Federal
associntion may invest in an office bulld-
ing or buildings, and appurtenances, for
the transaction of such assoclation’s
pusiness, or for the transaction of such
pusiness and for-rental; Provided, That
no such investment may be made without
the prior approval of the Board if the
total amount of the investment exceeds
the aggregate amount of the association’s
general reserves and surplus. A Federal
association may not purchase an office
bullding, or any part thereof, or land
upon which to erect an office building,
from an affiliated institution, from an
officer, director or employee of such asso-
ciation, or trom & corporation or associa-
tion in which any officer, director or em=-
ployee {8 a stockholder or is an officer,
director or emiployee, or from a partner-
ship in which any officer, director or em-
ployee {5 a partner, without the prior
approval of the Board.

EROKERAGE BUSINESS AND SALE OF LOANS

§ 545.11 Restrictions. A Federal asso-
ciation may not engage in the mortgage
brokerage business. A Fgderal associa-
tion may sell any loan at any time if the
total dollar amount of loans sold, includ-
Ing such sale, within the calendar year
beginning January 1 immediately pre-
ceding the date of such sale, does not
exceed a sum equivalent to 20 percent
of the dollar amount of all loans held by
such Federal assoclation at the begin-
ning of such calendar year. The limita-
tion upon the sale of loans may be
adjusted in the case of any Federal as-
sociation upon application to and ap-
proval by the Board. All loans sold shall
be sold without recourse, and if under a
contract to service the same, then on a
basis to provide sufficient compensation
to the Federal association to reimburse
it for expenses incurred under its service
contract.

FIDELITY BONDS

$545.12 Bonds for directors, officers,
employees, and agents, Each Federal
association shall provide and maintain
a fidelity bond covering its directors, of-
ficers, employées, and agents in the form
and amount required by the Federal Sav-
Ings and Loan Insurance Corporation.

OFFICES

1545.13 Home office. The home office
of & Federal association is the office es-
tablished by such association's charter;
such association shall be operated from
its home office and all branch offices and
agencles thereof shall be subject to di-
rection therefrom. A Federal associa-
tion shall maintain at its home office a
complete record of all business
acted at such office and control records
of all business transacted at each of its
branch offices and agencies.

154514 Branch office. No Federal
association may establish or maintain a
branch office without the prior written
fpproval of the Board. Each application
by & Federal association for permission
to establish or maintain a branch office
shall state the need for such branch of-
fice; the functions to be performed; the
bersonnel and office facilities to be pro-
;ided: the estimated annual volume of

usiness, income, and expenses of such
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branch office; and shall be accompanied
by a proposed annual budget of such as-
sociation. Any business of a Federal
association, except the approval of loans,
may be transacted at a branch office, as
authorized by its board of directors. A
detailed record of all transactions of any
branch office of a Federal association
shall be maintained at such office and
such control records as may be neces-
sary for the proper conduct of such asso-
ciation’s business shall be furnished by
such branch office to its home office,

§ 545.15 Agency. Subject to prior
approval by the Board as herefnafter
provided, a Federal association may
establish and maintain one or more
agencies at which any agent of such
association may transact its business to
the extent authorized by its board of
directors: Provided, That no loans may
be approved and no savings accounts
may be opened at any agency of a Fed-
eral association. Each application for
approval by the Board of the establish-
ment or mrintenance of a place of busi-
ness as an agency of a Federal associa-
tion shall state the need for such agency;
the functions to be performed; the per-
sonnel and office facilities to be pro-
vided; and the estimated annual volume
of business and expenses of such agency.
A Federal association may, without ap-
proval by the Board, establish or main-
tain any agency the functions of which
are limited to the servicing of loans and
contracts, or to the management or sale
of real estate owned, or to any combina-
tion of such functions; temporary or
incidental agencies may likewlse be es-
tablished for individual transactions or
for special, temporary purposes. An
original record of all business of a Fed-
eral association transacted at any
agency thereof shall be kept by such
agency and such reports of business so
transacted shall be made to & branch
office or to the home office of such asso-
clation as are required for the proper
conduct and control of the association’s
affalrs,

§ 545.16 Change of office location. A
Federal association may not move any
office from its immediate vicinity with-
out prior approval by the Board. A move
of more than one mile or move outside
of the municipality in which the officé
is located will constitute a move of an
office from its immediate vicinity. If a
Federal association changes the location
of its home office, as fixed in such asso-
ciation's charter, such charter shall be
appropriately amended in accordance
with the provisions thereof. Each ap-
plication to the Board by a Federal
assoclation for permission to move any
office of such association from its imme-
diate vicinity shall be supported with
a statement showing the need for such
change of location, and the estimated
expense of removal to and of mainte-
nance at the new location. The pro-
visions of the second sentence of this
section shall not be applicable with re-
spect to any Federal association which
prior to April 18, 1951, in connection
with a change of the location of any
office not involving a move from the im-
mediate vicinity of such office within

“ the meaning of these rules and regula-
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tions and charter provisions in force and
effect on such date, had purchased or
leased or had legally bound itself to pur-
chase or lease, the office quarters at the
proposed new location of such office.

FISCAL AGENCY

§ 545.17 Powers and duties. When
designated for that purpose by the Sec-
retary of the Treasury, a Federal nsso-
ciation shall perform all such reasonable
duties as flscal agent of the Govern-
ment specified by the Secretary of the
Treasury. Such a Federal assoclation
shall exercise only such powers and
privileges as a flscal agent of the Gov-
ernment as are enumerated in regula-
tions prescribed by the Secretary of the
Treasury. When the designation for that
purpose by any other instrumentality
of the United States has been approved
by the Board, a Federal association, upon
qualification Tor such employment, shall
perform the duties as agent of such in-
strumentality specified by such Instru-
mentality of the United States. Such a
Federal association shall exercise only
such powers and privileges as an agent
of any other instrumentality of the
United States as are prescribed by such
gther instrumentality of the United

tates.

BOOK VALUE OF ASSETS

§ 54518 Adjustments. The Board
may require that any asset of a Federal
association be charged off, to the extent
that it has depreciated in value, or that
a special reserve or reserves equal to such
depreciation in value be set up.

§ 545.19 Real estate owned. A Fed-
eral association shall appraise each par-
cel of real estate at the time of acquisi~
tion thereof and shall keep a signed copy
of such appraisal in its records. A Fed-
eral association may not carry real estate
on its books for a sum in excess of the
total amount invested by the association
on account of such real estate, including
advances, costs, and improvements, but
excluding accrued but uncollected In-
terest,

RECORDS AND REPORTS

§ 545.20 Accounting. A Federal as-
sociation shall maintain a complete rec-
ord of all business transacted by it and
shall use such forms and follow such ac-
counting practices as the Board may
from time to timeé require. A Federal
assoclation shall close its books on June
30 and December 31 of each year,

§ 54521 Annual reports. Each Fed-
eral assoclation shall make an annual
report of its affairs as of December 31
of each year, on forms provided by the
Board; and shall forward two coples of
each such report to the Federal] home
loan bank of which the association is &
member, within thirty days following the
date as of which the report {s made.

§ 54522 Monthly reports. The offi-
cers of each Federal assoclation shall
make a monthly report to the associa-
tion’s board of directors on forms pre-
seribed by the Board; and shall forward
one copy of each such report to the Fed-
eral home loan bank of which the asso=-
ciation Is a member and two coples to
the Federal Home Loan Bank Board,
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Washington, D. C. (The Board has ap-
proved & form of “Monthly Report,”
coples of which any Federal association
may obtain from any Federal home loan
bank.)

5§ 54523 Statement of condition,
Within the month of January of each
year, each Federal association shall
either mail to each of its members, at
his last address appearing on the assocl-
ation's books, or publish in a newspaper
printed in the English language and of
general circulation In the county in which
the assoziation’s home office is located, a
statement of condition of the association
as of December 31 immediately preced-
ing, in form prescribed by the Board.
(The Board has prescribed a form of
“Statement of Condition,” an {llustrative
copy of which may be obtained from any
Federal home loan bank or from the
Federal Home Loan Bank Board, Wash-
ington, D. C.). Within five days after
each such statement of condition has
been so mailed or published, a certifica-
tion to such effect, signed by an executive
officer of such Federal assoclation, to-
gether with a copy of the statement of
condition, shall be transmitted by the
association to the Federal Home Loan
Bank Board, Washington, D, C., and to
the Federal home loan bank of which
the association is a member,

EXAMINATIONS AND AUDITE

§ 545.24 Supervisory examinations.
Each Federal assoolation shall be ex-
amined periodically by the Board, with
appraisals when deemed advisable, in
accordance with general policles from
time to time established by resolution
of the Board.

§ 545.25 Audits. If a Foderal asso-
clation has neither been audited by in-
dependent auditors and in a manner
satisfactory to the Board within the 12-
month period immediately preceding the
date of the supervisory examination
(provided for by § 545.24) or within the
period that has elapsed since the last
preceding supervisory examination,
whichever 15 greater, nor adopted and
maintained an internal audit program
acceptable to the Board, the examination
of the association made pursuant to the
provisions of §545.24 shall include an
audit, A Federal association shall
promptly file with the Board, through
the Chief Examiner of the Federal Home
Loan Bank District in which it is located,
two copies of every report of its inde-
pendent audit, which reports must be
certified by the independent auditors.
Notwithstanding any of the foregoing
provisions hereof, a Federal association
may be audited at any time by the Board.

£545.26 Cost. The cost, as deter-
mined by the Board, of each examination
of a Federal assoclation, including office
analysis thereof, audit, and any apprais-
als made in connection therewith, and
of other supervision by the Board, shall
bz pald by such association.

ANNUAL MEETINGS OF MEMBERS

§ 545.27 Notice. A Federal association
shall either publish a notice of its annual
meeting of members once a week for the
two successive calendar weeks (in each
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instance on any date of the week) im-
mediately prior to the week in which
such annual meeting shall convene, In a
newspaper printed in the English lan-
guage and of general circulation in the
city or county in which the home office
of the Federal association is located, or
malil a copy of such notice, postage pre-
paid, at least 15 days and not more than
30 days prior te the date on which such
annual meeting shall convene to each
of its members of record at his last ad-
dress appearing upon {its books. Such
notice shall state the name of the Federal
association, the place of the annual
meeting and the time when it shall con~
vene. A similar notice shall be posted
in & conspicuous place in each office of
such Federal association during the 14
days immediately preceding the cate on
which such annual meeting
convene.

PartT 546—Mzroer, DISSOLUTION, AND
REORGANIZATION

Bec.

540.1

54642

Definitions.

Procedure; effective date,

5463 Tranafer of assets upon merger,
5464 Voluntary dissolution.

Avraonrry: §§ 6461 to 5464 lssued under
seo. 5, 48 Stat. 132, ss amended; 12 U. 8. C.
1464, Reorg. Plan No. 3 of 1847, 12 P. R, 4081,
3 CFR, 1947 Supp. Interpret or apply sec,
400, 48 Stat, 1250, ns smended; 12 U. 8, C.
1729.

§ 546.1 Definitions. AsusedIn § 5462
and 546.3, the term (a) “association”
means a Federal association and any
building and loan association, savings
and loan association, cooperative bank
or homestead association organized un-
der the laws of any of the States or Ter-
ritories of the United States or of the
District of Columbla: Provided, That any
such institution under the laws of the
jurisdiction of its creation is empowered
to merge or consolidate with a Federal
association; (b) “merging association™
means any association absorbed by
merger; and (¢) “resulting association™
means the Federal association which
continues Its corporate existence after
absorbing one or more merging associa-
tions in a merger effected under the pro-
visions of the rules and regulations in
this subchapter,

§ 546.2 Procedure; effective date. (a)
Two or more associations may merge in
the manner set forth in this part: Pro-
vided, That any merging association
which is not & Federal association shall
first (a) elther be or become a member
of a Federal home loan bank; (b) com-
ply with the requirements of Iaw of the
jurisdiction of its creation; and (¢) ob-
tain the vote to convert required by sub-
section (D)of section 5 of Home Owners'
Loan Act of 1933 (48 Stat. 134; 12U. 8. C.
1464 (1)), a8 amended:

(b) Each association, by a majority
vote of its board of directors, shall ap-
prove a plan of merger evidenced by s
merger agreement. The merger agree-
ment shall state that it shall not be effec-
tive unless and until approved by the
Board and shall specify (a) which of the
assocliations is to be the resulting asso-
ciation; (b) the name to be used by the
resulting association; (¢) the location of
the home office of the resulting associa-

tion; (d) the basis upon which the sav-
ings accounts of the resulting association
shall be issued; and (e) the number of
and the names and residence
addresses of all persons chosen to serve
as directors of the resulting association,
together with the term for which each
such director shall serve, Application
for approval by the Board of the merger
as provided by the said merger agree-
ment shall be made by filing with the
Federal home loan bank of which st
least one of the assoclations is @ member
two coples of the merger agreement,
properly executed in the name of the
respective associations, and two certified
coples of the minutes of all of the meet-
ings of the respective boards of directors
at wy!ch the plan of merger was consid-
ered’and approved; and, if any of the
merging assoclations is not a Federal
assoclation it shall submit a preliminary
application for conversion as provided in
§ 543.9 of this subchapter. Upon receipt
of such application the Board will (a)
disapprove the merger; (b) approve the
merger: or (¢) recommend modifica-
tions of the plan of merger as submitted;
if the modifications recommended by the
Board are accepted by the directors of
each of the associations, they shall
thereupon amend such merger agree-
ment accordingly and shall submit the
amended merger agreement in the same
manner as hereinabove provided.

(¢) For the purposes of this section,
the approval of a merger involying a
merging association which is not a Fed-
eral asspciation shall, without the issu-
ance of a charter, constitute the approval
by the Board of the conversion of such
merging-association into a Federal asso-
ciation. In the event that any plan of
merger provides for a change of name or
change of location of thé home office of
the resulting association, the charter of
such resulting assoclation shall be
amended accordingly. The charters of
all merging Federal assoclations shall be
surrendered to the Board for cancelln-
tion. The effective date of & merger shall
be the date on which the merger is ap-
proved by the Board unless otherwise
stated in such approval; approval of the
mergerautomatically cancels the Federal
charter of eéach of the merging associa-
tions as of the eflective date of the
mMerger,

§ 5463 Transfer of assels upon merg-
er. Upon the effective date of the meri-
er, as provided in § 546.2, all of the as-
sets and property of every kind and char-
acter, real, personnl and mixed, tangihle
and intangible, choses in action, rights,
and coredits then owned by the merging
associations, or which would inure to
any of them, shall immediately by oper-
ation of law and without any conveyance
or transfer and without any further act
or deed, be vested in and become the
property of the resulting assoclation,
which shall have, hold, and enjoy the
same In its own right as fully and to the
same extent as if the same were pos-
sessed, held, and enjoyed by the merg-
ing associations prior to such merger;
and the resulting assoclation shall be
deemed to be and shall be a continuation
of the entity and identity of the Fed-
eral assoclation, which absorbed tbe

5
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merging associations; and all of the
rights and obligations of the merging
sssociations shall remain unimpaired,
and the resulting association, on the ef-
fective date of such merger, shall suc-
ceed to all of such rights and obliga~
tions and the duties and labilitles con-
nected therewith.

$ 5464 Valuntary dissolution. The
board of rs of any Federal asso-
ciation may propose & plan for the dis<
solution of such association. Such plan
may provide for (a) the Federal Sav-
Ings and Loan Insurance Corporation to
be appointed, in accordance with the
provisions of section 406 of the National
Housing Act, as amended, and section 5,
Home Owners' Loan Act of 1933, as
amended, and pertinent regulations of
such corporation, as recelver for the pur-
pose of liquidation; (b) all assets of the
association to be transferred to snother
thrift and home-financing institution
under Federal or State charter for a
sufficient amount of cash to pay all ob-
ligations of the association and to retire
all outstanding share accounts up to the
amount credited thereto; (¢) the trans-
fer of all assets to another thrift and
home-financing institution under Fed-
eral or State charter in consideration of
the payment of all outstanding obliga~
tions of the association and the issuance
of share accounts or other evidence of
interest to the members of the Federal
association on & pro rata basis; or (d)
dissolution in such other manner as may
be proposed by the directors and which
to them appears to be to the best interest
of all concerned. Such plan shall there-
upon be submitted to the Board for
approval, together with a statement of
the reasons for proposing dissolution and
the reasons for the plan submitted. If it
appears to the Board that dissolution is
advisable and that the plan of dissolu-
tion submitted is in the interest of all
concerned, the Board will approve the
plan; if the plan submitted appears to
be inadvisable, the Board will either
make recommendations to the associa~
lon concerning the plan or disapprove it.
When a plan of dissolutica has been ap-
proved by the board of directors of a
Federal association and by the Board,
fuch plan shall be submitted to the
members of such association at a duly
called meeting and, when approved by
& majority of the votes cast at such
meeting, shall become effective. When
dissolution has been consummated in
fccordance with the plan approved by
the Board, a certificate evidencing that
Tact, supported by such evidence as the
Board may require, shall forthwith be
filed with the Board. Upon receipt of
evidence satisfactory to the Board that
such dissolution has been so consum-
mated, the Board will terminate the
Corporate existence of the dissolved
Federal association and its charter shall
thereby be cancelled.

Panr 547—ApporNTMENT OF Cousnvn-

TOBS, RECEIVERS, AND SUPERVISORY
REPRESENTATIVES IN CHARGE
Beg,

%71 Grounds for appolntment of recelver
Or conservator.

No, 240——5

FEDERAL REGISTER

Bee.
5472

5473
6474
5475
5470
5479

Appolntment of supervisory repro-
sentative in charge.

sory representative in charge,
Consent to appointment of conservs-

tor or recelver.

Appointment ©of conservator or re-
celver; hearings,
Possession by conservator or receiver,
5478 Surrender of possession by conservator
or recelver.
5479 Costa of hearings,

Auvrpoarry: §f 547.1 to 5479 lssued under
sec, 5, 48 Stat. 182, as amended; 12 U, 8. C,
1464, Reorg. Plan No. 3 of 1947, 12 P, R, 4081,
8 CFR, 1947 Supp.

§547.1 Grounds jor appointment of
receiver or conservator. The grounds for
the appointment of a conservator or re-
ceiver for a Federal association shall
consist of the existence of any one or
more of the following: 3

(a) Insclvency of the Federal associa=
tion, in that its assets are less than its
obligations to its creditors and others,
including its members;

(b) Violation of law or of a regula-
tion;

(¢} The concealment of the books,
records or assets of the Federal associa-
tion or the refusal to submit its books,
papers, records or affalrs for inspection
to any examiner or lawful agent ap-
pointed by the Board;

(d) Unsafe or unsound operation.

§ 547.2 Appointment of supervisory
representative in charge. In the event
the Board is of the opinion that one or
more grounds enumerated In §547.1
exist for the appointment of a conserva-
tor or réceiver for a Federal association
and determines that an emergency exists
requiring immediate action, the-Board
may, by order, appoint, ex parte and
without notice, a supervisory represent-
ative in charge who shall forthwith, or
at such time as may be fixed by the
Board, take charge of said Federal asso-
ciation and its affairs, and such super-
visory representative In charge shall,
to the extent authorized by the Board,
have and exercise the same powers as a
conservator or a receiver. The formal
resolution of the Board so appointing
any such supervisory representative in
charge shall state the ground or grounds
which, in the opinion of the Board, exist
for the appointment of & conservator or
receiver and the reason or reasons which
the Board determines exist requiring
such immediate action. The Secretary
to the Board shall mail a certified copy
of such resolution to the address of the
association as it shall appear on the
records of the Board and to each
director of the association known by
the Secretary to be such, at the last
address of each as the same shall ap-
pear on the records of the Board. Unless
sooner removed by the Board, such
supervisory representative in charge
shall hold office until a conservator or
receiyer appointed by the Board takes
charge of such Federal association and
its affairs, or for six months, or until
thirty days after the termination of an
administrative hearing and final pro-
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ceedings as provided in paragraph 2 of
subsection (d) of section 5 of the Home
Owners’ Loan Act of 1933, as amended
(12 U. 8, C. 1464 (d)), or until sixty
days after the final termination of
any litigation affecting such temporary
appointment, whichever {s longest.
Upon the expiration of a period of six
months from the date of the appoint-
ment by the Board of a supervisory rep-
resentative in charge for a Federal
association, the Board will restore such
Federal association to its management
unless, prior to the expiration of such
period, the supervisory representative
in charge shall have been discharged,
the Board shall have adopted a formal
resolution providing for an administra-
tive hearing upon the appointment of a
conservator or recelver for such Federal
association, or there is pending litigation
affecting the appointment of the super-
visory representative in charge.

§ 547.3 Possession by Supervisory Rep-
resentative in Charge. A supervisory
representative in charge shalil forthwith
upon appointment as such for a Federal
association, or at such time as may be
fixed by the Board, take possession of
such association and, at the time he shall
demand posscssion, shall serve a certified
copy of the resolution of the Board ap-
pointing him assupervisory representa-
tive In charge upon the officer or em=-
ployee of the assoclation, if any, who
shall be in the home office of the asso-
ciation and appear to be in charge of
such office. Immediately upon taking
possezsion of such Federal assoclation
the supervisory representative in charge
shall succeed to all the rights, powers and
privileges of the members of the Federal
assoclation, its officers and directors, or
any of them. Such members, officers and
directors shall not thereafter, except as
hereinafter expressly provided, have or
exercise any such rights, powers or
priviléges, or act in connection with any
assets or property of any nature of the
association: Provided, however, That the
board of directors of such assoclation, s
such, shall have the right to appear and
be heard at any administrative hearing
fixed by the Board for a determination
upon the question of whether or not a
conservator or receiver should be ap-
pointed for such Federal association, and
the officers, directors, or the members of
the Federal association, or any of them,
may, from time to time, communicate
with the Board with respect to the dis-
charge of such supervisory representa-
tive in charge and the release of the asso-
clation from his control: Provided fur-
ther, That the members of the associn-
tion or the board of directors thereof,
may by resolution consent to the ap-
pointment of a conservator or recelver
for such association. The Board may,; at
any time, direct the supervisory repre-
sentative in charge to return the Federal
association to its management; may pro-
vide for a meeting or meetings of the
members for any purpose, including,
without any limitation on the general-
ity of the foregoing, an increase in the
number of directors, the election of addi-
tional directors or an entire new board,
and may provide for a meeting or meet-
ings of the directors for any purpose,
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including, without any limitation on the
generality of the foregoing, the filling of
vacanocies on the board of directors, the
election of new officers, or both. Any
such meeting of members or of di-
rectors may, as provided by the Board, be
supervised or conducted by a representa-
tive of the Board. Such supervisory rep-
resentative in charge shall furnish bond
in form and amount and with surety ac-
ceptable to the Director. The expenses
incurred by a supervisory representative
in charge during the period that he con-
tinues in charge of any Federal associa-
tion, including the cost of his bond and
charges for his services, as determined
by the Director, shall be paid out of the
assets of the Federal association, In ad-
dition, all” expenses incurred by the
Board arising out of the appointment
and affecting such appointment shall be
paid by the association to the Board.

The term “Director”, when used in this”

part, shall mean the Director and any

Assoclate or Assistant Director of the

Division of Supervision of the Board and

the term “Secretary to the Board” shall

g:: !;mm any Assistant Secretary to the
rd.

§ 5474 Surrender of possession by
supervisory representative in charge—
(a) To the association. In the event the
Board shall restore a Federal association
which is in the hands of a supervisory
representative in charge to its manage-
ment, such action, except as the Board
may otherwise provide, shall restore the
rights, powers and privileges of its mem-
bers, officers and dircctors, all as of the
time specified by the Board.

(b) To a conservator or receiver. In
the event a supervisory representative
in charge is In charge of a Federal asso-
clation and its affairs at the time of the
appointment of a conseryvator or receiver
for such association, such supervisory
representative in charge shall, as may
be required by the Board, surrender his
control and management of such asso-
clation and its affairs to such conserva-
tor or receiver.

(¢) Reports, final report and disoharge.
A supervisory representative in charge
shall make such reports to the Board as
the Board may require and at the time he
shall surrender possession of a Federal
association of which he has been placed
in charge, shall make such final report
and accounting to the Board as the Board
shall require, The Board may at any
time require an examination or audit, or
both, of the affairs-of a Federal associa~
tion under the control of & supervisory
representative in charge, Upon a de-
termination by the Board thata final
accounting to a supervisory representa-
tive in charge is satisfactory, the Board
will grant to such supérvisory represent-
ative in charge, a complete and final
release and discharge.

$5475 Consent to appoiniment of
conservator or receiver. Intheeventthe
board of directors or members of any
Federal assoclation, by appropriante reso-
lution, consent to the appointment of a
conservator or receiver for such asso-
ciation, the Board may, in its discretion,
appoint such conservator or receiver.
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§ 5476 Appointment of conservator
or receiver; hearings. In the event the
Board is of the opinion that any of the
grounds specified In §547.1 exist for
the appointment of a conservator or re-
ceiver for a Federal association, the
Board will, by formal resolution, state
the ground or grounds which, in its
opinion, are causg for the appointment
of a conservator or receiver for such Fed-
eral association and provide therein an
opportunity for an administrative hear-
ing upon the matter &t which the
Federal association may appear and
show cause why such conservator or re-
celver should not be appointed. Such
resolution shall state the time and
place of such hearing, which hearing
shall be held in the Federal judicial dis-
trict In which the home office of the
Federal association I8 Jocated, unless such
association consents to another place.
Any such hearing shall be subject to re-

‘view as provided in the Administrative

Procedure Act, and any review by a
court shall be upon the weight of the
evidence. Noti¢e of opportunity to ap-
pear and be heard at such administrative
hearing shall be given to the Federal
association by the Secretary to the
Federal Home Loan Bank Board who
shall forthwith, upon the action of the
Board providing for such hearing, mafl
an authenticated copy of the formal
resolution-of the Board, by registered
malil, to the last address of the Federal
association as it shall appear on the
records of the Board and to each director
of the association known by the Secre-
tary to be such, at the last known address
of each, as the same shall appear on the
records of the Board. The bhoard of
directors of the Federal association,
whether such association is in charge of
a& supervisory representative in charge
or otherwise, may, by the adoption of
a resolution and the filing of a certified
copy thereof with the Board within fif-
teen days after the mailing of ngtice of
hearing, demand a more definite state-
ment of the ground or grounds stated
in the resolution for the appointment of
a conservator or a receiver of the Fed-
eral Home Loan Bank Board. Any ine-

terested party may, at any time prior™

to the date fixed for the hearing, submit
for consideration facts, arguments, of-
fers of settlement and proposals of ad-
Jjustment. In the event the’ Federal
association does not appear at the
administrative hearing and show cause
why a conservator or receiver should not
be appointed, the Board may forthwith
appoint a conservator or receiver for
such Federal association. In the event
the Federal association shall appear at
such administrative hearing, such hear-
ing shall be held in the manner provided
in Part 509 of this chapter and in ac-
cordance with the Administrative Pro-
cedure Act, as In force and effect at the
time such hearing is held. In'the event
the final decision of the Board shall be
that a conservator or receiver should be
appointed, the action of the Board in
appointing such conservator or receiver
shall provide that such conservator or
receiver shall take possession of the as-
sociation immediately or at such time as
may be fixed by the Board. A copy of

such final decision of the Board shall
be furnished by the Secretary to the
Federal Home Loan Bank Board to each
party appearing at the hearing, either
in person or by registered mall, addressed
to such Interested party at his last ad-
dress as the same shall appear on the
records of the Board. Notice of appoint-
ment of a recelver or conservator shall
forthwith be filed for publication in
the FeoErAL RecisTER. The appointment
of a receiver shall be for the purpose of
liquidation.

§ 6471 Possession by conservator or
receiver. A conservator orreceiver shall
take possession of the Federal associa-
tion for which he has been 50 appointed
in accordance with the terms of such
appointment and, at the time he shall
demand possession, notify the officer or
employgee of the association, if any, who
shall be in the home office of the asso-
ciation and appears to be in charge of
such office, of the action of the Board.
Immediately upon taking possession of
such Federal association, such conserva-
tor or receiver shall forthwith take pos-
sesslon of the books, records and assets
of every description of such association
and (a) a conservator shall sueceed to
all the rights, powers and privileges of
its members, its officers and directors, or
any of them, and (b) a receiver, by
operation of law and without any con-
veyance and other instrument, act or
deed shall succeed to all the rights, titles,
powers and privileges of the Federal as-
sociation and shall succeed to the rights,
powers and privileges of its members,
its officers and directors, or any of them
Such members, officers, or directors, or
any of them, shall not thereafter, ex-
cept as hereinafter expressly provided,
have or exercise any such rights, powers
or privileges, or act in connection with
any assets or property of any nature of
the association: Provided, however, That
any officer, director or member of such
association shall have the right from
time to time to communicate with the
Board with respect to such conservator-
ship or receivership. Such conseérvator
or receiver shall furnish bond in form
and amount and with surety acceptable

‘to the Director. The Board may, at any

time, direct the conservator or receiver
to return the Federal association to its
previous or a newly constituted manage-
ment; may provide for a meeting or
meetings of the members for any pur-
pose, including, without any limitation
on the generality of the foregoing, the
election of directors or an increase In
the number of directors, or both, or the
clection of an entire new board; and may
provide for a meeting or meetings of the
directors for any purpose, including,
without any limitation on the generality
of the foregoing, the fllling of vacancies
on the board of directors, the removal
of officers, and the election of new ofli-
cers, or for any of such purposes. Any
such meeting of members or of direc-
tors may, as provided by the Board, be
supervised or conducted by a representa-
tive of the Board. The may, with-
out further hearing, replace a conserva-
tor by appointing the Federal Savings
and Loan Insurance Corporation as re=
celver for the purpose of lguidation,
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whether such conservator was appointed
pursuant to a hearing or by consent.

£547.8 Surrender of possession by
conservator or receiver. () To the
association, In the event the Board shall
restore o Pederal association which is in
the hands of a conservator or receiver to
its management, such action except as
the Board may otherwise provide, shall
restore the rights, powers and privileges
of its members, officers and directors, all
as of the time specified by the Board.
The return of a Federal association to
its management from the possession of
a receiver shall, by operation of law and
without any conveyance or other instru-
ment, sct, or deed, revest in such Fed-
ernl association the title to all its prop-
erty.

(b) To a receiver. In the event a con-
gervator is in possession of a Federal
assoclation and its affairs at the time of
appointment of a receiver for such asso-
ciation, such conservator shall, as may
be required by the Board, surrender pos-
session of such association and its affairs
to such receiver.

$ 5479 Costls of hearings. Costs, as
determined by the Board, of hearings
held pursuant to § 547.6 may be assessed
against the Federal association party to
such hearing unless it is found, upon
such hearing, that grounds did not exist
for the appointment of a conservator or
receiver.

Panr 548—Powenrs or CONSERVATOR AND
Coxpuct oF CONSERVATORSHIFS

Procedure upon taking possesalon.

Powers and duties of conservator.

Creditors,

Share intorests,

Examinations, inventories, reports,
coats and expenses,

Final discharge and release of con-
seryataor,

Inspection of reporta.

Delegation by conservator.

Avrnomrry: §3 548.1 to 5488 lssued under
sec, 5§, 48 Stat. 132, as amended; 12 U. 8. C.
1464, Reorg, Plan No. 3 of 1947, 12 P. R. 4881,
3 CFR, 1047 Supp.

£ 548.1 Procedure upon taking pos-
session, Upon taking possession, pursu-
ant {o § 547.7 of this subchapter, of such
Federal association, the conservator shall
forthwith:

(a) Notify, by written notice served
bersonally or by registered mail or tele-
graph, all banks, trust companies and all
other individuals, partnerships, corpora-
tions, and associations known to such
conservator to be holding or in posses-
sion of any assets of such association,

(b) File with the Secretary to the
Board @ statement (1) that he has taken
Possession, pursuant to §547.7 of this
subchapter, of such Federal association
&nd (2) of the time of such taking of
Possession; and such statement shall be
Conclusive evidence of such taking of
bossession and of the time of such tak-
ng of possession, and
X '¢) In the event one of the grounds
‘or the appointment of the conservator
s that set forth in §547.1 (a) of this
t‘;bchﬂpber. post a notice in substantially

¢ following form on the door of the
home office of such association:

FEDERAL REGISTER
et S S <<~ Federal Savings and Loan

mmeemaeaee==s 18 10 the possession and charge
of the undersigned ns conservatar under
appointment by the Federal Home Loan Bank
Board. -

(Conservator)

§ 548.2 Powers and duties of con-
servator. The conservator, subject to
the direction and supervision of the Di-
rector, shall, after taking possession,
pursuant to § 547.7 of this subchapter,
take such action as may be necessary to
conserve the assets of the association
pending further disposition of its affairs,
The term “Director”, when used in this
part shall mean the Director and any
Associate or Assistant Director of the
Division of Supervision of the Board.
The conservator shall forthwith in his
name, in the name of the association, in
the name of both, or otherwise, collect
all obligations and money due the 8550~
ciation, and in his name, in the name of
the assoclntion, In the name of both, or
otherwise:

(a) May do all things desirable or ex-
pedient In his discretion to carry on the
business of the association to an extent
consistent with his appointment and to
preserve and conserve the assets and
property of every nature of such associa-
tion, but shall not declare, credit, pay or
distribute dividends on its savings ac-
counts except with the approval of the
Board or of the Director;

(b) May exercise all the rights and
powers of such association, including,
without any limitation on the generality
of the foregoing, any rights and powers
under any mortgage, deed of trust, chose
in action, option, collateral note, con-
tract, judgment or decree, share or cer-
tificate of share of stock, or instrument
of any nature;

(c) May, with the approval of the
Board or of the Director, pay off and dis-
charge any taxes, assessments, liens,
claims, or charges of any nature against
the association or the conservator or any

_assets or property of any nature of such

association;

(d) May pay out and expend such
sums as he shall deem necessary or
advisable:

(1) For or in connection with the
preservation, maintenance, conservation
or protection of any asset or property of
such association, or

(2) With the approval of the Board or
the Director, for or in connection with
the remodeling, repair, rehabilitation or
improvement not necessary for such
preservation, maintenance, conservation
or protection of any asset or property of
such association;

(e) May, with the approval of the
Board or the Director:

(1) Pay out and expend such sums as
he shall deem necessary or advisable for
or in connection with the preservation,
maintenance, conseryation or protection
of, or

(2) Pay off and discharge any taxes,
assessments, liens, claims or charges of
any nature against, any asset or prop-
erty of any nature on which the associa-
tion or conservator has a lien by way of
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mortgage, deed of trust, pledge or other-
wise, or in which the association or
conservator has an interest of value of
any nature;

(f) May, under the direction and su-
pervision of the General.Counsel of the
Board, institute, prosecute, maintain,
defend, intervene, and otherwise par-
ticipate in any and all actions, suits or
other legal proceedings by and against
the conservator or assoclation or in
which the conservator, the association,
or its creditors or members, or any of
them, shall have an interest, and in every
way to represent such association, its
members and creditors;

(g) (1) May, with the approval of the
Director, employ such assistants and em-
ployees as he may deem necessary for
the proper administration of the con-
servatorship, and shall by bond cover all
such assistants and employees in form
satisfactory to such conservator and to
the said Director, the cost of the same
and the cost of the conservator's bond
to be paid out of the assets of the asso-
ciation in the possession of the con-
servator; and

(2) Shall employ any attorney or at-
torneys designated by the General Coun-
gel of the Board, in connection with 1itl-
gation or otherwise to give legal advice
and assistance, for the conservatorship
generally or in particular instances, and
pay retainers and compensation of such
attorney or attorneys, together with all
expenses, including, but not limited to,
the costs and expenses of any litigation,
as approved by said General Counsel, out
of the assets of the association;

(h) May' execute, acknowledge, and
deliver any and all deeds, contracts,
leases, assignments, bills of sale, releases,
extensions, satisfactions, and other in-
struments necessary or proper for any
purposes, Including, without limitation
on the generality of the foregoing,
the effectuation or termination of any
sale, lease or transfer of real, personal or
mixed property. Any deed or other in-
strument executed pursuant to the au-
thority hereby given shall be as valid
and effectual for all purposes as if the
same had been executed, as the act and
deed of the association or otherwise, by
the oflicers of such association by author-
ity of its board of directors;

() The conservator shall close such
bank accounts and open such additional
bank accounts for the association as he
shall deem advisable subject to the ap-
proval of the Director, but no account
shall be retained or opened in a bank
which is not insured by the Federal De~
posit Insurance Corporation or in any
Federal Home lLoan Bank except with
the approval of the Board;

(J) (1) May, with the approval of the
Board or the Director, sell for cash any
mortgage, deed of trust, chose in action,
bond, note, contfact, judgment or de-
cree, or share or certificate of share of
stock or debt, owing to such association,
at not Jess than the actual amount owing
the association thereon or the face or
par value thereof, and

(2) May, with the approval of the
Board, or on terms and conditions ap-
proved by the Board, sell for cash or on
terms, or exchange or otherwise dispose
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of, at less than the amount owing the
association thereon or the face or par
value thereof, in whole or in part, any
mortgage, deed of trust, chose in action,
bond, note, contract, judgment or de-
cree, share or certificate of share of
stock or debt, owing to such association;

(k) (1) May lease on a month to
month basis, or for a term of not to
exceed one year, and

(2) Mgy, with the approval of the
Board, or on terms and conditions ap-
proved by the Board, sell for cash or on
terms, lease for a period of more than
one year, exchange or otherwise dispose

of, in whole or in part, any or all of the |

assets and property of the association,
real, personal, and mixed, tangible and
intangible, of any nature;

(1) May, with the approval of the
Board or the Director, or on terms and
conditions approved by the Board or the

Director, surrender, abandon, and re-
lease any choses in action, or other assets
or property of any nature, whether the
subject of pending litigation or not, and
reject or repudiate any lease or contract
which he considers burdensome;

(m) May, with the approval of the
Board, or on terms and conditions ap-
proved by the Board, settle, compromise,
or obiain the reléase of, for cash or other
considerations, claims and demands
against such association or the con-
servator;

(n) May, with the approval of the
Board, or on terms and conditions ap-
proved by the Board, settle, compromise,
or release, for cash or other considera-
tions, claims and demands in favor of
the association or the conservator;

(o) May, with the approval of the
Board or the Director, borrow money in
any amount and from any source and
in any manner, and execute, acknowl-
edge and dellver nofes, certificates, and
other evidence of indebtedness therefor
and secure the repayment thereof by
the mortgage, pledge, assignment in trust
or hypothecation of any or all of the
property, whether real, personal, or
mixed, of such association, and such bor-
rowing may be for any purpose, includ-
ing, without any limitation on the gen-
erality of the foregoing, protecting or
preserving the assets in his possession,
declaring and paying dividends to mem-
bers and creditors, providing for the ex-
pense of administration, or alding in the
réeopening or reorganization of such
assoclation;

(p) May pay out of the nssets of the
conservatorship all costs and expenses
of the conservatorship and all costs of
carrying out or exercising his rights,
powers, privileges and duties as con-
servator, all as determined by him, ex-
cept as otherwise provided herein; and

(q) May do such things, and have such
rights, powers, privileges, Immunities,
and duties, whether or not otherwise
granted In these rules and regulations,
as shall be authorized, directed, con-
ferred, or imposed from time to time in
specific cases by order of the Board or
by amendment of these rules and
regulations.

For the purposes of this section, assets
and property, without limitation on the
generality thereof and including any
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mortgage, deed of chose In action,
bond, note, contract, ju ent or decree,
share or certificate of share of stock, or
debt of the association, shall include any
such asset or property of the conseryator,

§548,3 Credilors. 'The conservator
may, after certification by the conserva-
tor to the Board that the assets of the
association will be sufficlent to meet all
creditor obligations and that the condi-
tion of the association justifies, out of
the assets in his possession:

(a) With the approval of the Director,
make disbursements which the associa-
tion was obligated to make on loan com-
mitments and other vald contracts;

(b) With the approval of the Director,
pay salaries due officers or employees of
the association, permit the payment of
outstanding checks given in connection
with valid creditor obligations, and pay
valid creditor obligations, or, in the ab-
sence of such certification or approval,
may, out of the assets of the association
in his possession, pay creditor obliga-
tions and make disbursements which the
association was obligated to make on
loan commitments, to the extent deter-
mined by the Director to be compatible
with the condition of the association and
the proper conduct of its affairs.

£5484 Share interests. ‘The con-
servator shall not accept any payments
on or purchases, or make any repur-
chases, of share accounts, unless the
Board shall otherwise direct by order,
which order, or orders, shall be posted in
& conspicuous place in the principal office
of the conservator for conducting the af-
fairs of the association, and such pay-
ments or purchases shall be accepted, or
such repurchases made, only to the ex-
tent and in the manner, and with segre-
gation to the extent, that the same, if
any, may be directed in such order or
orders.

§548.5 Examinations inventories, re-
ports, costs and expenses—(a) Inven-
tory. As soon as practicable after tak-
ing possession, the conservator shall
make an inventory of the assets of such
association as of the date of such taking
possession, showing the value ds carried
on the books of the association, and the
securily therefor, {f any, in whatever
form the same shall exist, with a brief
description of each such asset and such
security. Such assets may be listed in
such groups or classes as shall, to the sat-
isfaction of the Director, afford full in-
formation as to their character and book
value, and the inventory shall include a
record of the creditor and share llabili-
ties of the association, Two coples of
such inventory shall promptly be filed
with the Secretary to the Board, one
copy with the Director, and one copy
shall during the conservatorship be re-
tained in the principal office of the
association,

(b) Ezxzaminations and audits, Each
Federal association for which a con-
servator has been appointed may be
examined and/or audited (with ap-
praisals when deemed advisable by the
Board) by the Division of Examinations
of the Board as directed by the Board.
The cost, as determined by the Board, of
examinations including office analysis

thereof, audits, and any appraisals made

m eo tion therewith, shall be' pald
assets of the assoclation unless

ot.herwise ordered by the Board.

(e) F and reports. The conseérva-
tor shall follow such accounting prac-
tices a5 may, from time to time, be pre-
scribed by the Director. The conservator
shall make such reports as may be re-
quired by the Board or the Director.

§ 548.6 Final discharge and release
o/ conservator—(a) Final report. At
such time as the conservator be relieved
of his duties, the conservator shall file
with the Board a detalled report in form
satisfactory to the Board.

(b) Final discharge. Unless other-
wise directed by the Board, upon the
completion of the duties of the conserva-
tor or at such time as the conservator
shall be otterwise relieved of his duties,
an examination and audit may be di-
rected by the Board in connection with
the report of the conservator hereinbe-
fore required. The accounts of the
conservator shall be approved or disap-
proved by the Board, and, if approved,
the conservator shall thereupon be given
a4 complete and final release,

£ 648.7 Inspection of reports. All in-
ventories, statements and reports of the
conservator shall be in at least four
copies unlass otherwise directed by the
Board or the Director. Two coples shall
be filed with the Secretary to the Board,
one copy with the Director, and each of
the inventories, statements, and reports
shall constitute permanent records of
each conservatorship open for inspection
at such times and on such conditions
as may be from time to time directed by
the Board or, in the absence of such di-
rections, whenever the office of the Sec-
retary to the Board shall be open for
business.

§$ 5488 Delegation by conservator.
The conservator may delegate to such
persons as he may designate any or all
of the powers and authorities vested in
the conservator by or under §§548.2,
548.3 and 548.4.

JPart 549—PowERs oF RECEIVER AND COXN-

DUCT OF RECEIVERSHIPS

Sec,

5491
549.2
5403
5494
5495
5408

po;
5497 Pinal discharge and release of recelver.
549.8 Inspeotion of reporta,

Aurnomrty: §§ 540.1 to 540.8 lssued under
sec. 5, 48 Stat. 132, as nmended; 12 U. 8. C.
1464, Reorg. Plan No, 3 of 1847, 12 P, R, 4581,
3 CPR, 1947 Supp.

55491 Procedure upon taking posses-
sion., Upon taking possession, pursuant
to § 547.7 of this subchapter, the receiver
shall forthwith:

(a) Post a notice In substantially the
following form on the door of the home
office of such association:

....... --- Federal Savings and Loan
Anoc!nlon ...........................
18 in the hands of the Foderal savinp and
Loan Insurance Corporation as recelver under

Procedure upon taking possession.

Disposition.

Powers and dutles of receiver.

Creditor clalms,

Share Interegt claims,

Inventories, examinations,
rts.

and re-




Tuesday, December 23, 1958

asppointment by the Federal Home Loan
Bank Board.
FEOFRAL SavINGS AND LOAN
INSURANCE  CORPORATION
AS RECEIVER,

(Title)

(b) Notify, by written notice served
personally or by registered mail or tele-
graph, all banks, trust companies, and
all other individuals, partnerships, cor-
porations and assoclations known to it to
be holding or in possession of any assets
of such associations; and

(¢) File with the Secretary to the
Board a statement (1) that it has taken
possession, pursuant to §547.7 of this
subchaptér, of such Federal association,
and (2) of the posting and time of post-
ing of the notice pursuant to the provi-
slons of paragraph (a) of this section,
together with a copy of such notice; and
such statement shall be conclusive evi-
dence of the posting and time of posting
of such notice. Notlce of appointment
of a receiver or conservator shall forth-
with be filed for publication in the Feo-
ERAL REGISTER.

§ 548.2 Disposition. Unless the Board
shall otherwise order, the receiver shall,
within 20 days of its appointment, rec-
ommend to the Board a plan for the
reorganization, consolidation, merger,
liquidation or other disposition of the
association. Such recommended plan
may provide that the receiver as such
may (a) take over the assets of and op-
erate the association, (b) take such
action as may be necessary to put it in
a tound and solvent condition, (¢c) merge
it with another insured institution, (d)
organize a new Federal savings and loan
association to take over its assets, or (e)
proceed to lquidate its mssets in an or-
derly manner. The Board shall there-
upon adopt a plan which may provide
for the reorganization, consolidation,
merger, liquidation or other disposition
of the associantion, which plan, including
any amendments thereto and substitu-
tions therefor ordered at any time by the
Board, shall be carried into effect by the
receiver, The facilitles of the Board

g}ﬂy be availed of in carrying out the
an.

£540.3 Powers and duties of receiver.,
The recelver, after posting notice pur-
fuant to § 549.1, shall, in its name, in the
name of the association, in the name of
both, or otherwise, collect all obligations
and money due such association, and
may, in {ts name, in the name of the
essociation, in the name of both, or
otherwise:

(a) Do all things desirable or ex-
pedient in its discretion to carry on the
business of such association to an extent
consistent with its appointment and to
breserve and conserve the assets and
property of every nature of such asso-
clation, but shall not declare, credit, pay
or distribute dividends on its savings ac-
tounts except with the approval of the
Bonl:d or of the Director;

(b)
¢rs of such assoclation, including, with=
out any limftation on the generality of
the foregoing, any rights and powers

Exercise all the rights and pow- -

FEDERAL REGISTER

under any mortgage, deed of trust, chose
in action, option, collateral note, con-
tract, judgment or decree, share or cer-
tificate of share of stock, or instrument
of any nature;

(¢c) Pay off and discharge any taxes,
assessments, liens, claims, or charges of
any nature against the association or the
recelver or any asset or property of any
nature of such association;

(d) Pay out and expend such sums as
it shall deem necessary or advisable for
or in connection with the preseryation,
maintenance, conservation, protection,
remodeling, repair, rehabilitation, or im-
provement of any asset or property of
any nature of such association;

(e) Pay out and expend such sums as
it shall deem netessary or advisable for
or in connection with the preservation,
maintenance, conservation, or protection
of, or pay off and discharge any taxes,
assessments, liens, claims, or charges of
any nature against, any asset or prop-
erty of any nature on which the asso-
ciation or the receiver has a lien by way
of mortgage, deed of trust, pledge or
otherwise, or in which the association or
receiver has an interest of value of any
nature;

(f) Institute, prosecute, maintain, de-
fend, intervene, and otherwlise partici-
pate in any and all actions, suits, or other
legal proceedings by and against the
receiver or assoclation or in which the

, receiver, the association, or its creditors
or members, or any of them, shall have
.an interest, and in every way to represent
such association, its members and
creditors;

(g) Employ any attorney or attorneys
designated by, or acceptable to, the Gen-
eral Counsel of the Federal Home Loan
Bank Board in connection with litigation
or otherwise to give legal advice and as-
sistance, for the recelvership generally
or in particular instances, and pay re-
tainers and. compensation of such at-
torney or attorneys, together with all
expenses, including, but not limited to,
the costs and expenses of any litigation,
as approved by sald General Counsel, out
of the assets of the association;

(h) Execute, acknowledge, and dellver
any and all deeds, contracts, leases, as-
signments, bills of sale, releases, exten-
slons, satisfactions, and other instru-
ments necessary or proper for any pur-
poses, Including, without any limitation
on the generality of the foregoing, the
effectuation or termination of any sale,
lease or transfer of real, personal or
mixed property, or that shall be neces-
sary or proper to liquidate or carry on
the business of such association. Any
deed or other instrument executed pursu-
ant to the'authority hereby given shall be
as valid and effectual for all purposes as
if the same had been executed as the act
and deed of the association or otherwise,
by the officers of such association by au-

¥ of its board of directors;
pOSIt the moneys and funds in
: insured by the Federal
arance Corporation or in any
¢ Loan Bank, or any other

‘other depositories approved for
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and Loan Insurance Corporation, Re-
ceiver for
Association.';

(j) Sell for cash or on terms, ex-
change, or otherwise dispose of, in whole
or in part, any mortgage, deed of trust,
chose in action, bond, note, contract,
Judgment or decree, share or certificate
of share of stock or debt, owing to such
association;

(k) Sell for cash or on terms, ex-
change or otherwise dispose of, in whole
or in part, any or all of the assets and
property of the association, real, per-
sonal, and mixed, tangible and intan-
gible, of any nature;

(1) Surrender, abandon, and release
any choses in action, or other assets or
property of any nature, whether the
subject of pending litizgation or not, and
reject or repudiate any lease or contract
which it considers burdensome;

(m) Settle, compromise, or obtain the
release of, for cash or other considera-
tions, claims and demands against such
association or the receiver;

(n) Settle, compromise, or release, for
cash or other considerations, claims and
demands in favor of the association or
the receiver;

(0) With the approval of the Board
and on terms and conditions approved
by the Board, borrow money in any
amount and from any source and in any
manner, and execute, acknowledze and
deliver notes, certificates, and other evi-
dence of indebtedness therefor and se-
cure the repayment thereof by the mort-
gage, pledge, assignment in trust or hy-
pothecation of any or all of the property,
whether real, personal, or mixed, of
such assoclation, and such borrowing
may be for any purpose, including,
without any limitation on the generality
of the foregoing, facilitating liquidation,
carrying on the business of such asso-
cintion, protecting or preserving the
assets In its possession, declaring and
paying dividends to members and cred-
itors, providing for the expense of ad-
ministration and liquidation, or aiding
in the reopening or reorganization of
such association;

(p) Pay out of the assets of the re-
ceivership all costs and expenses of the
receivership and all costs of carrying out
or exercising its rights, powers, privileges
and duties as receiver, all as determined
by it, except as otherwise provided in
this section; and

(q) Do such things, and have such
rights, powers, privileges, immunities,
and duties, whether or not otherwise
granted in the rules and regulations in
this chapter, as shall be authorized, di-
rected, conferred, or imposed from time
to time in specific cases by order of the
Board, or by amendment of the rules
and regulations in this chapter. For the
purposes of this section, assets and prop~
erty, without limitation on the generality
thereof and including any mortgage, deed
of trust, chose in action, bond, note, con~
tract, judgment or decree, share or cer=
tificate of share of stock, or debt of the
assoclation, shall include any such asset
or property of the receiver,

§ 5494 Creditor claitms. (a) In the
event the Board shall adopt & plan pro-
viding for the liguidation of the associa-
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tlon, as provided in §549.2, the receiver
shall promptly publish, in a newspaper
printed in the English language and of
general circulation in the city or county
in which the home office of such Federal
associntion is located, a notice to all
creditors of such Federal association to
present their claims with proof thereof
to such receiver on or before a date speci-
fied in such notice. The date specified in
such notice shall be at least 90 days after
the date of the first publication of such
notice (Sundays and holldays included).
Such notice shall be similarly published
on dates approximately one month and
two months respectively after the date
of such first publication. Claims not
filed within such period shall be dis-
allowed, except as they may thereafter
be approved by the Board for payment
in whole or in part out of the assets of
sald Federal association remaining un-
distributed at the time of such approval,
The receiver shall mail a similar notice
to any creditor, shown to be such on the
books of the association, at the last ad-
dress of such creditor as'the same shall
appear on such books.

(b) Any claim proved to the satisfac-
tion of the receiver shall be allowed by
the receiver except as provided in para-
graph (a) of this section. The receiver
may disallow in whole or in part or reject
in whole or in part any creditor claim or
claim of security, preference or priority
not proved Lo its satisfaction, and notice
of such disallowance or rejection to-
gether with the reason therefor shall be
served by the recelver upon the claimant.
The malling of notice of such disallow-
ance or rejection to the last known ad-
dress of any claimant appearing on the
books or the proof of claim shall be
deemed sufficient for the purposes here-
of. Unless such claimant shall within 30
days after the mailing of such notice
(Sundays and holidays included) file
with the Board written request for pay-
ment regardless of such disallowance or
rejection by the receiver, such disallow-
ance or rejection shall be final except
as the Board may otherwise determine
in its discretion.

(¢) Upon the expiration of the time
fixed for the presentation of creditor
claims by the notice provided for in par-
agraph (a) of this section, the receiver
shall cause to be filed with the Board a
full and complete list of such claims pre-
sented. Such list shall indicate the
character of each claim therein listed
and whether or not allowed by the re-
celver. At such other date or dates as
may be ordered by the Board or deter-
mined by the receiver, a list of claims
presented before such date shall be filed
with the Board,

(d) Allowed creditor claims, and
creditor claims approved for payment by
the Board regardless of disallowance or
non allowance by the receiver, shall be
paid by the receiver, from time to time,
to the extent that funds are available, in
such manner and amount &8s may be
directed by the Board.

§ 5495 Share interest claims, (a)
In the event the Board shall adopt a
plan providing for the liquidation of the
association, as provided in §549.2, the
receiver shall, within six months from
the date of the adoption of such plan,

. written request for pay '
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publish, in a newspaper printed in the
English language and of general circu-
lation In the city or county in which
the home office of such Federal associa-
tion Is located, & notice to sll sharehold-
ers of such Federal nssociation to
present their sworn proofs of claim of
ownership thereof to such receiver on
or before a date specified in such notice.
The date specified In such notice shall
be 3 years after the date of the appoint-
ment of the receiver. Such notice shall
urge that claims of ownership be pre-
sented promptly and shall be similarly
published on dates approximately 1 year
and 2 years respectively after the date
of such first publication. Claims of
ownership not flled within the period
stated {n the notice shall be disallowed,
except as they may thereafter be ap-
proved by the Board for payment in
whole or in part out of the assets of said
Federal association remaining undis-
tributed at the time of such approval.
‘The receiver shall mail a similar notice
to any shareholder, shown to be such
on the books of the association in the
possession of the recelver, at the last
address of such shareholder as the same
shall appear on such books: Provided,
however, That such notice need not be
mailed to the holder of a share account
that has been surrendered and trans-
ferred to, or is in the process of being sur-
rendered and transferred to, the Federal
Savings and Loan Insurance Corpora-
tion. At the time of the decldration of
the first liquidating dividend, the re-
ceiver shall credit to a special reserve
the proportionate shares of such liqui-
dating dividend otherwise payabie tp the
holders of unclaimed share accounts
shown on the bocks of the association
which appear to be outstanding and
valid, and similar ecredits shall from
time to time be made for any subse-
quent liquldating dividends as the same
may be declared before the date speci-
fled in the notice provided for in this
paragraph, The final liguidating divi-
dend to sharcholders whose claims of
ownership have been allowed may in-
clude any sums held in such accounts or
any portion thereof, but such dividend
shall in no event be pald before the date
specified in the notice provided in this
paragraph.

(b) Any share ownership proved to
the satisfaction of the receiver shall be
allowed by the receiver. The receiver
may disallow in whole or in part any
claim of share interest not proved to
its satisfaction, and notice of such dis-
allowance together with reason therefor
shall be served by the receiver upon the
claimant. The mailing of notice of such
disallowance to the last known address
of any claimant appearing on the books
or proof of claim shall be deemed suffi-
cient for the purposes hereof. Unless
such claimant shall file with the Board
‘ ess

of such disallowance
receiver within 30 day?
of such notice (S Ry
cluded), such disallowan
shall be final except as
otherwise determine in its
(¢) Upon the expiration
fixed for the presentation o
share interest by the notice pro

. the Board on forms
~ Board or the receiver, and such other

g

in paragraph (a) of this section, the
receiver shall cause to be filed with the
Board a full and complete list of such
claims presented. Such list shall indi-
cate the character of each claim therein
listed and whether or not allowed by the
receiver, At such other date or dates
as may be ordered by the Board or deter-
‘mined by the receiver, a list of claims
presented before such date shall be filed
with the Board.

(d) Upon the payment of insurance to
the holder of a share interest, the trans-
fer to the Federal Savings and Loan In-
surance Corporation of the insured
account, and the subrogation of the Fed-
eral Savings and Loan Insurance Corpo-
ration with respect to such Insured
account to the extent provided by law,
shall be noted on the hooks of the
receivership.

(e) Allowed claims of share interest
to which the Federal Savings and Loan
Insurance Corporation has become sub-
rogated; uninsured claims of share in-
terest allowed by the receiver, and claims
of share interest approved for payment
by the Board regardless of disallowance
or nonallowance by the receiver, shall
be paid by the recelver in liquidating
dividends declared from time to time by
the Board, to the extent that funds are
available, in such manner and amounts
as may be directed by the Board.

§549.6 Inventories, ezxaminations,
and reports—(a) Inventory. As soon as
practicable after taking possession, the
receiver shall make an inventory of the
assets of such association as of the date
of such taking possession, showing the
value as carried on the books of the
association, and the security therefor, if
any, In whatever form the same shall
exist, with a brief description of each
such asset and such security. Such as-
sets may be listed in such groups or
classes as shall, to the satisfaction of
the Board, afford full information as to
their character and book value, and the
receiver shall Include a record of the
creditor and share labilities of the as-
sociation. One copy of such inventory
shall promptly be filed with the Secretary
to the Board, one copy with the Federal
Savings and Loan Insurance Corpora-
tion, and one copy shall be retained in
the principal office for lguidation of
the association, so long as such office is
maintained,

(b) Examinations and audits. Each
Federal assoclation for which a receiver
has been appointed shall be examined
and audited (with appraisals when
deemed advisable by the Board) at least
annually by the Examining Division of
the Board or as otherwise directed by
‘the Board. The cost, as determined by
the Board, of examinations, including
office analysis thereof, audits, and any
appralsals made in connection therewith,
shall be pald from the assets of the
association. S

(¢) Forms and reports. The receiver
may, from time to time, prescribe the
accounting practices to be followed. The
receiver shall make an annual report of

_its affairs as of June 30 of each year to
prescribed by the

‘eports as may be from time to time
required by the Board or the recelver
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and shall accompany each recommenda-
tion for the declaration and payment of
a liquidating dividend with a report
showing the available assets. One copy
of the reports required in this section
shall be filed with the Secretary to the
Board, one copy shall be retained by
the Federal Savings and Loan Insurance
Carporation, and one copy shall be re-
tained in the principal office for the
liquidation of the association, so long as
such is maintained.

§ 5497 Final discharge and release of
receiver—(a) Final report. At such time
as the receiver shall recommend a final
distribution of the assets or at such time
as the receiver shall be otherwise relieved
of its duties, the receiver shall file with
the Board a detailed report in form satis-
factory to the Board.

(b) Final discharge, Unless other-
wise directed by the Board, upon the final
liquidation of the receivership, or the
completion of the duties of the receiver
or at such time as the receiver shall be
otherwise relieved of its duties, an exam-
ination and audit of the assoclation in
receivership shall be conducted. The
accounts of the recelver shall thereupon
be approved or disapproved, and, if ap-
proved, the receiver shall thereupon be
Si}'t:n a complete and final discharge and
reiease,

§ 540.8 Inspection of reports, All In-
ventories, statements and reports of the
receiver shall be in at least as many
coples as required by the regulations in
this chapter or as shall be ctherwise di-
rected by the Board., One copy shall be
filed with the Board and a duplicate shall
be filed with the Federal Savings and
Loan Insurance Corporation, and each
of the inventories, statements, and re-
ports shall constitute permanent records
of each liquidation open for inspection
at such times and on such conditions as
may be from time to time directed by
the Board or, in the absence of such
directions, whenever the office of the
Secretary to the Board shall be open for
business,

Part 5561—SErvIcE oF Process UPoN
Boanp

§551.1 Agents for service of process.
Any Federal association desiring to serve
brocess upon the Board {n sny jurisdic-
tion may obtain the name and address
of the proper agent by communicating
with the Secretary of the Federal Home
Loan Bank Board, Washington, D. C., or
the President of the Federal Home Loan
Bank in the district in which such Juris-
diction {s located. Upon a request for
the name of an agent upon whom service
of process may be made, the Board shall
promptly designate such an agent in any
jurisdiction where there is not at that
time such an agent.

(Bec, 5, 48 Stat, 152, as amended; 12 U. 8. O,

1464, Reorg, Plan No. 8 of 1947, 12 P. R, 4981,
3 CPR, 1047 Bupp.)

SUBCHAPTER D—FEDERAL SAVINGS AND LOAN
INSURANCE CORPORATION

e PArT 561 —DEFINITIONS

fun Insured institution.
Y612 Insured member,
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Sec.

5013
5614
561.6

Joint account; community property,
Insured account.

Account of an insured member,
561.6 All Insured accounts.

B661.7 Principal ofice,

Avrnonrry: §§ 561.1 to 561.7 issued under
necs, 402, 403, 48 Stat. 1256, as amended, 1257,
as amended; 12 U, 8. O. 1725, 1728, Reorg.
Plan No. 3 of 1047, 12 F. R, 4081, 3 CFR, 1947
Supp. Interpret or upply sec. 401, 48 Stat,
1255, ss amended; 12 U. 8. C, 1724,

§561.1 Insured institution. An “in-
sured institution” is a Federal savings
and loan association, a bullding and loan,
savings and loan, or homestead associa-
tion, or a cooperative bank, whose ac-
counts are insured by the Federal Sav-
Ings and Loan Insurance Corporation,
referred to in this subchapter as the
“Corporation”. The Federal Home Loan
Bank Board is referred to in this sub-
chapter as the “Board"”,

§561.2 Insured member. An “in-
sured member” may be an individual, &
partnership, an association, or a corpo=
ration holding an insured account.
Each officer, employee, or agent of the
United States, of any State of the United
States, of the District of Columbia, of
any Territory-of the United States, of
Puerto Rico, of the Virgin Islands, of any
county, of any municipality, or of any
political subdivision thereof, herein
called “public unit,"” having official cus-
tody of public funds and lawfully invest-
ing the same in an insured account is an
insured member In such custodial capac-
ity separate and distinct from any other
officer, employee, or agent of the same or
any public unit having official custody of
public funds and lawfully investing the
same in the same insured institution in
custodial capacity, Each wvalld trust
estate invested by the fiduciary in an in-
sured account is an insured member sep-
arate and distinct from any other valld
trust estate invested by the same or an-
other fiduciary In the same insured in-
stitution. If the owner or the benefici-
ary of any such trust estate has any
other investment in the same insured in-
stitution, held in a different capacity
and right, he s, as to such investment,
an insured member separate and distinct
from such trust estate., In the event the
funds of more than one trust estate, such
trust estate being the interest of each
beneflclary in such trust funds, are in-
vested by the fiduclary in one insured
account in an insured institution and the
interest of each particular trust estate in
such insured account is disclosed upon
the records of the insured institution or
upon the records of the fiduciary main-
tained in good faith and in the regular
course of business, each such trust estate
will be considered as a separate insured
account as disclosed upon such records.
In the event a fiduciary invests in one
insured account funds of more fhae
trust estate which are comming
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§561.3 Joint account; community
property. An insured account held
jointly or as community property is in-
sured in the same manner as an in.
sured account held by a partnership, up
to but not exceeding $10,000 jointly to
the holders thereof. Each of such hold-
ers may in addition hold a separate
account in the institution, which is in-
sured up to but not exceeding $10,000.

§ 5614 Insuredaccount. An“insured
account” is a withdrawable or repurchas-
able share, investment certificate, de-
posit, or savings account held by an
insured member In an institution in-
sured by the Corporation, up to but not
exceeding $10,000 to any insured mem-
Accounts which by the terms of
the contract of the holder with the in-
stitution or by provigions of state law
cannot be withdrawn or the value
thereof paid to the holder until all of
the labllities, including other classes of
share liabilities, of the institution have
been fully liquidated and pald upon the
winding up of the institution are not
insurable, and are hereinafter referred
to as “nonwithdrawable accounts”,

§561.5 Account of an insured mem=
ber, An “account of an insured member”
is the total amount credited (or when div-
idends are not credited, apportionable
after having been apportioned to a series)
to any member in withdrawable or re-
purchasable accounts, whether or not
such accounts are subject to any pledge,
whether or not such accounts are insured
in full, and whether or not dividends are
subject to recapture, The total insur-
ance which any insured member may
have In any one insured institution is
$10,000, whether the insured member has
one or more insurable accounts. If such
insurable accounts are of different char-
acter, the Corporation reserves the right
to determine upon payment of insurance
which of such accounts shall carry the
$10,000 aggregate of Insurance,

§561.6 All insured accounts. The
term “all insured accounts” means the
aggregate of all Insured accounts of
$10,000 or under, plus the sum of $10,000
:% gggh insured account of more than

§ 5617 Principal office. 'The term
“principal office” means the home office
of an institution established as such in
conformity with the laws under which
the insured institution is organized.

PART 562—APPLICATIONS POR INSURANCE

8ec.

5621  Applications for Insurance.

5622 Forms, procedurs, requesta for exame-
ination, audit and appraisal.

5623  Eligibllity for insurance.

5034 Recommendations regarding prereq-

ulsites to insurance,

Costs of examination, audit and ap-
praisal.

Corporation action on application for
Insurance.

Effective date of insurance; initial
premium payment, lssuance of cer-
tificats of Insurance.

Prompt compliance with conditions
precedent to insurance required.
Prohibition against advertising pro-
spective insurance, ¥

Lending area,
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Avrnomrry: 1§ 562.1 to 562.10 lssued under
secs. 402, 403, 43 Stat. 1256, as amended, 1257,
as amended; 12 U. 8. C. 1725, 1726, Reorg.
Flan No, 8 of 1047, 12 F. R. 4081, 38 CFR, 1047
Supp.

§ 5621 Applications for insurance—
(a) Federal savings and loan associa-
tions. Upon the grant of a charter to a
Federal savings and loan association, it
shall promptly do all things required by
the rules and regulations in this part to
obtain insurance.

(b) Other eligible institutions, Other
eligible Institutions may apply at any
time.

§562.2 Forms, procedure, requests for
eramination, audit and appraisal, Ap-
plicants for insurance shall proceed as
follows:

(a) Upon the grant of a charter to a
Federal savings and loan association it
shall promptly request the Federal home
loan bank of the district in which it is
Jocated to supply it with appropriate
forms of application for insurance.

(b) A State-chartered Institution
shall request the Federal home Joan bank
of the district in which it is located to
supply it with appropriate forms of ap-
plication for insurance.

(¢) Each epplicant shall file In dupli-
cate the following with the Federal home
loan bank of the district in which it is
located:

(1) Duly executed formal application
for insurance.

(2) Certified resolution adopted by its
board of directors requesting the Cor-
poration to make such examination and
audit of its affairs and books and such
appraisal of its assets as the Corporation
shall consider advisable and necessary in
order to determine applicant’s eligibility
for insurance.

(d) In cases where it is apparent that
the financial condition of an applicant
for insurance is such that it cannot
qualify for insurance without segrega-
tion of its assets or a readjustment of its
capital, such applicant may file its ap-
plication for insurance, and its request
for examination, audit and appraisal in
the manner indicated in paragraph (¢)
of this section.

(e) The reports of examination, audit
and appraisal prepared in compliance
with the provisions of paragraphs (c)
and (d), as well as all other supple-
mentary documentary evidence obtained
relating to its officers, directors, operat-
ing practices, financial and management
policies and other phases of its affalrs
shall.be considered the same as though
such detalled information had been sub-
mitted by the applicant in support of
such application.

The Corporation is the sole judge of
the eligibility of each applicant for in-
surance.

§ 5623 Eligibitity for insurance—(a)
Rejection of impaired or unsafe institu-
tion, ‘The Corporation will refect the ap-
plication of any applicant if it finds that

RULES AND REGULATIONS

cant if it finds that the character of the
management of the applicant or its
home-financing policy is inconsistent
with economical home-financing or with
the purposes of insurance of accounts.

(¢) Rejection of institution because of
inability to operate normally; joint ofice
guarters. The Corporation may reject

-the application of any applicant unless

it finds that the applicant will be able
within a reasonable time after being in-
sured to operate in a normalmanner with
respect to earnings, dividends, with-
drawals, or repurchases, and the attrac-
tion of new insurable accounts. With-
out the prior written approval of the
Corporation no insured (nstitution shall
occupy office quarters which are also oc-
cupied by any individual or business
organization engaged in accepling sav-
ings or Invesiment funds from the public
or in making loans of a character which
the Institution is authorized to make.

§ 5624 Recommendations regarding
prerequisites to insurance. If the Cor-
poration finds that any applicant is not
insurable, it may recommend such
changes, adjustments, or conditions, as
the Corporation deems prerequisite to
the insurance of accounts.

5625 Costs of eramination, audit
and appraisel. 'The cost, as computed
by the Corporation, of all examinations,
including analysis of the application and
reports, audits, and a , overhead,
per diem and traveling expenses, shall be
paid by the applicant, whether or not
insurance of accounts is granted.

§ 562.6 Corporation action on appli-
cation for insurance. Upon receipt by
the Corporation of an application for
insurance, properly authorized and ex-
ecuted, the applicant will be informed,
either:

(a) That such application for insur-
ance is approved, or

(b) That such application for insur-
ance will be approved when the associa-
tion has submitted evidence showing
compliance in 8 mannep satisfactory to
the Corporation with such conditions as
are deemed necessary to enable the ap-
plicant institution to qualify for Insur-
ance, or

{¢) That such application for insur-

ance is disapproved. In the latter event,
the applicant will be furnished with a
brief summary of the reasons for such
disapproval.
An applicant institution (other than
a Federal savings and ioan assoclation)
may withdraw its application either
prior to or following the completion of
the required -eligibility examination,
audit and appraisals, but it shall, never-
theless, pay the cost as computed by the
Corporation, of all such examinations,
audits, and appralsals,

the capital of the applicant is impaired ¢ ,. ‘ T

or that its financial policles or manage-
ment are unsafe.

(b) Rejection of institution because of
the character of its management or its
home-financing policy. The Corporation
may reject the application of any appli-

§562.8 Prompt compliance with con-
ditions precedent to insurance required,

_Frilure to proceed promptly to comply

with conditions imposed or otherwise to
complete the insurance of an association
after its application has been approved
by the Board may result in the cancela-
tion of such approval by the Board. In
case such approval Is canceled, the
Board may require a new examination
at the expense of the applicant If the
applicant should desire to resume its in-
surance procedure at a later date.

$ 5629 Prohibition against advertis-
ing prospective insurance. NoO applicant
for insurance may advertise or publicize
its prospective insurance by the Corpora-
tion, without written approval of such
advertising or other publicity by the
Board. No applicant shall advertise or
otherwice puhlicize that its sccounts are
insured until the issuance of the certifi-
cate of insurance to it. '

§$562.10 Lending arca. Every appli-
cant which on June 27, 1834, made loans
on real estate situated more than fifty
miles from {ts principal office must file
with its appilcation:

(n) A map showing the territory in
which the applicant was operating on
June 27, 1934,

(b) A statement of the number and
amount of loans located beyond fifty
miles of applicant’s principal office which
are outstanding at time of application.

(e) A complete statement describing
its present methods of originating, ap-
praising, closing, and servicing of loans
beyond fifty miles from {ts principal of-
fice, and any limitations in character of
loans or in amount of percentage of total
assets or other base,

Parr 563 —OPERATIONS

Beo.

563.1 Forms of certificates and passbooks;
approval of forma of investment
contracts and bylaws; furnlshing
members with copy of charter and -
bylaws.

5632 Simple form of cerilficate; pass-
books,

5033 Long form af membership certificate.

65634 ‘Tranafer of recurities.

5635 Certificates evidencing nonwithdraw-
able necounts.

56368 Deomand securities.

5637 Definite maturity and rate; securi-
ties with definite maturity or rate
outstanding at time of appiication
for insurance.

5638 Limitation upon borrowing.

5630 Loans and Investments; general
powers,

583.9-1 Participation loans.

563.10 Appraisal requirements,

§663.11 Setilng up, designation, and purpos
of Federal insurance reserve.

563.12 Original credit to Federal Insurance
resérve account,

563.13 Required amounts and maintenance
of Federal insurance reserve.

56314 Charging of losses and payment of
dividends,

563.15 Premiums and their uses; amount;
payment,

583.16 Additional premiuny in mergers, con-
noxmuona. or purchases of bulk

563.17 mmlmmonr examination and
audit; cost of same.

563,18 Reporta to the Corporation.
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See.

56310 "Bonds for directors, officers, em-
ployees, and pgents; persons covs
ered by, form of, and amount of
bonds

503,20
563.21
563.22

Bonds for agents.

Safe deposit business,

Merger, consolidation, or purchase of
arsets,

Brokerage business and sale of loans,

Sales plans and practices; use of
salesmen, sales agencles, surplua
certificates, or other sales plans.

Sales commissions,

Callection of sales commizsions,

Advertising must be accurate.

Advertising of insurance of accounts.

Name of association.

Reservation of right concerning ad~
vertiaing.

Avrrorrry: §§ 563.1 to 503.30 tssued under
socs. 402, 403, 49 Stat. 1250, as amended, 1257,
as amended; 12 U, 8 ©. 1725, 1728, Reorg.
Plan No. 8 of 1947, 12 P. R. 4081, 3 COFR, 1047
Supp. Interpret or apply socs. 404, 405, 48
Stat, 1258, as amended, 1250, as smended;
12 U, 8 C, 1727, 1728,

§563.1 Forms of certificates and
passbooks; approval of forms of invest-
ment coniracts and bylaws; furnishing
members with copy of charter and by-
laws. At the time of the application for
insurance, every applicant (except a
Federal savings and loan association)
shall submit to the Corporation for ap-
proval copies of all savings account,
share, membership, stock and deposit
certificates, passbooks, and other forms
of Investment contracts proposed to be
Issued by the applicant as an insured
institution; it shall also submit for such
approval its charter, constitution, and
bylaws, and all amendments thereto,
affecting its securities and investment
contracts, No insurad institution (ex-
cept a Federal savings and loan associa-
tion) shall issue any form of savings
account, share, stock, membership or
deposit certificate, passbook, or other {n-
vestment contract which has not been
approved in writing by the Corporation.
No insured institution except a Federal
gavings and loan assoclation shall amend
its charter, constitution, or bylaws af-
fecting {ts securities or investment con-
tracts, without the prior written approval
of the Corporation. Except with the
written approval of the Corporation, no
Insured institution may issue or have
outstanding any class of insured account
having preference, either as to time or
amount in the event of liquidation, over
any other class of insured account: Pro-
vided, That: where there may be a
change from one type of account to an-
other, & reasonable time, to be deter-
mined by the Corporation, may be
ellowed to effect such change. FEach
insured institution shall cause a true
Copy of its charter and bylaws and all
amendments thereto to be avallable to
members at all times in each office of
the institution, and shall upon request
deliver to any member a copy of such
charter, constitution, bylaws, and
amendments,

£563.2 Stmple form of certificate;
aa!sbooks. An insured mutual institu-
l-On which, in accordance with State
W, Includes in its charter, constitution,
Or bylaws, a clear provision that all
tharcholders are members and shall
share equally tn earnings and in assets

No.240—¢ >

563.23
56324

563.25
86326
563.27
503.28
5€3.20
56330
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(except for bonus payments under &
bonus plan) pro rata to pald in value,
plus credited dividends, and that the in-
stitution shall not directly or indirectly
charge any membership, admission, re-
purchase, withdrawal, or any other fee
or sum of money for the privilege of
becoming, remaining or ceasing to be a
member of the Institution, may issue a
simple form of savings or investment
certificate or a passbook, approvéd by
the Corporation, which need not contain
any membership certificate or any state-
ment of the dividend, withdrawal, or
other rights of members.

§5683.3 Long form of membership cer=
tificate., Every share, membership, or
deposit certificate, passbook, or other
instrument evidencing a withdrawable
investment hereafter issued by an In-
sured institution, which pays or proposes
to pay a different rate of dividends or in-
terest upon different classes of shares or
securities, which prefers, or proposes to
prefer, either as to time or amount of
participation in earnings or assets (ex-
cept by way of a bonus plan), any one
or more classes of shares or securities, or
which charges directly or indirectly any
membership, admission, repurchase,
withdrawal, or any other fee or sum of
money for the privilege of becoming, re-
maining, or ceasing to be a saver or
investor In the institution, must, unless
the Corporation specifically permits
omission of one or more of such recitals,
include In its provisions, and display in
easily read type, a full and understand-
able statement of the method of matur-
ing such contracts, the rate of Interest
paid, or the dividend provisions, or both,
under which the Institution operates,
and the charge or charges/Af any, for the
privilege of becoming, remaining, or
ceasing to be a saver or investor in the
institution.

§ 563.4 Transfer of securities. All se-
curities Issued by an insured institution
shall be made transferable only on the
books of the {nsured Institution.

§ 563.5 Certificates cvidencing mnon-
withdrawable accounts. If certificates
evidencing nonwithdrawable saccounts
(as defined in § 561.4 of this subchapter)
are Issued hereafter by an insured insti-
tution, every such certificate must in-
clude in its provisions a clear statement
that such accounts are not of an insura-
ble type and are not insured by the
Federal Savings and Loan Insurance
Corporation.

§563.6 Demand securities. No In-
sured institution may issue any demand
securities or advertise or represent that
it will pay holders of its securities on
demand.

§ 563.7 Definite maturity and rate;
securities with definite maturity or rate
outstanding at time of application for
insurance, No application for Insurance
will be rejected because, at the time of
application, the applicant has outstand-
ing savings accounts, certificates of de-
posit, or other securities upon which it
has contracted for a definite rate of

sTeturn, or & definite maturity: Provided,
That it appears to the Corporation that
the applicant will be able to meet its
obligations.
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§ 563.8 Limitation upon bdborrowing.
No insured institution shall borrow in
excess of the aggregate amount author-
fzed by the law under which such In-
sured Institution operates. No insured
institution shall borrow an aggregate
amount exceeding one-half the amount
pald in and credited on shares, share
accounts, savings accounts, stock, cer-
tificates of deposit and investment cer-
tificates; nor, within such borrowing
limit, an amount aggregating more than
one-fifth thereof from sources other
than a Federal home loan bank or a
State-chartered central reserve institu-
tion; except that with prior approval of
the Board, any such association may
borrow from a Federal home loan bank
or from any Federal agency or instru-
mentality without limitation upon such
terms and conditions as may be required
by such bank or agency. No sction of
an insured institution in obtaining funds
through borrowing, in accordance with
the provisions of this section, shall be
deemed a violation hereof, should its
aggregate borrowings exceed the limi-
tation of this section because of a sub-
sequent reduction in the amounts pald In
and credited on shares, share accounts,
savings accounts, stock, certificates of
deposit and investment certificates,

§563.9 Loans and investments; gen-
eral powers. Insured Institutions may
lend and otherwise Invest their funds to
the extent and In the manner authorized
by law: Provided, That, except as here-
inafter authorized, no insured institu-
tion may make, or invest its funds In,
loans on the security of real estate lo-
cated more than fifty miles from its
principal office and outside the territory
within which the institution was operat-
ing on June 27, 1934, without the prior
written approval of the Corporation.
Each application to the Corporation for
authority to make, or Invest in, loans on
the security of real estate located more
than fifty miles from the institution’s
principal office and outside the territory
within which the institution was oper-
ating on June 27, 1934, shall be supported
by & map showing the area In which the
institution desires to lend and invest its
funds; shall state the type and charac-
ter of loans to be made, including the
maximum percentages of loans to ap-
praisals; shall show the need for such
facilities In such territory; and shall
establish that such operation is consist-
ent with sound and ecgnomical home
financing, and that .the applicant is
equipped to service the loans adequately.
Every loan made pursuant to any ap-
proval by the Corporation of any such
application shall comply with the terms
and conditions of such approval: Pro-
vided, That

(a) Any insured institution may with-
out approval of the Corporation, to the
extent it has legal power to do so, make
or invest its funds in, any loan at least
twenty percent of which Is guaranteed
or as to which a commitment to guar-
antee has been made under the provi-
sions of the Servicemen's Readjustment
Act of 1944, as now or hereafter amended;

(b) Any insured institution may, to
the extent it has legal power to do so
gg without approval of the Corpora-
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(1) Purchase any loan secured by &
first lien on a home or a combination
home and business property which is
used in part for business purposes and in
part for bona fide residential purposes
for not more than four families, located
in other territory more than 50 miles
from its principal office; and

(2) Make, or invest its funds in, loans
secured by real estate located in other
territory more than 50, but not more
than 100, miles from its principal office:
Provided, That, the total amount so in-
vested under this subparagraph shall
not exceed fifteen percent of its assets:

Provided, That as to each loan made or
otherwise acquired under this para-
graph, such insured institution will be
protected by insurance as provided in
the National Housing Act or the Service-
men’s Readjustment Act of 1944, as now
or hereafter amended. .

§ 563.9-1 Participation loan s—(a)
General provisions. The approval of the
Corporation to the making of Joans
beyond fifty miles from the principal
office of an insured institution as set
forth in Title IV of the National Housing
Act is hereby granted to each insured
institution to the extent set forth in
this section. Subject to the provisions
of this section, any insured institution
may, to the extent it has legal power to
do so, participate with another lender or
lenders in making a lokn secured by first
lien upon a home located more than
fifty miles from its principal office and
outside the territory aforesaid, provided
each of the lenders Is an insured insti-
tution, or purchase from any insured
institution a participation in such a loan.

(b) Retafnage. No insured institu-
tion shall participate in the making of a
loan pursuant to the approval granted
by this section unless the property se-
curing the loan is located within fifty
miles from the principal office of another
lender which participates to the extent
of at least fifty percent in the making
of such loan. No Insured institution
shall purchase a participation in a loan
pursuant to the approval granted by this
section unless the property securing ‘the
loan is located within fifty miles from
the principal office of the seller and the
seller, at the close of the sale, has a
participation of at least fifty percent in
such loan.

(c) Percentage of assets. No insured
institution shall participate in the mak-
ing of a loan pursuant to the approval
granted by this section or purchase &
participation in a loan pursuant to such
approval if the resulling aggregate
amount of such institution's investments
made pursuant to such approval would
exceed twenty percent of the insured
institution’s assets.

(d) Applicability of other provisions.
The participation by an Insured institu-
tion in the making of a loan pursuant to
the approval granted by this section, or
the purchase by an insured institution
of a participation in a loan pursuant to
such approval, shall not be subject to the
provisions of §563.10. A sale by an in-
sured institution to another insured in-
stitution of a participation in a loan shall
not be regarded as a sale of a loan or of
a mortgage within the meaning of
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§$563.23 and shall not be subject to the
provisions of § 563.23.

(e) Definition. Asused in this section,
the term “home" means real estate
which is, or which from‘the proceeds of
the loan will become, real estate upon
which there is located a structure or
structures designed principally for res-
idential use for not more than four
families in the aggregate,

§ 563.10 Appraisal requirements. No
insured institution shall grant, maske,
disburse any portion of, or invest its
funds in, any loan on the security of
real estate Jocated more than fifty miles
from its principal office and outside the
territory within which the institution
was operating on June 27, 1934, until

(n) At least one qualified person,
whose compensation shall not be affected
in any way by the approval or declining
of the loan, has appraised the real estate
gecurity; and

(b) The signed appraisal or appraisals
have been approved in writing by the
board of directors or the loan committee
of the insured Institution, In whose
records the appraisal reports as ap-
proved by the board of directors or the
Joan committée shall be kept;

Provided, That the requirements of this
section shall not apply to any loan upon
the security of improved real estate,
which is insured, or at least twenty per-
cent of which is guaranteed, or as to
which such institution is insured, or as
to which a commitment for any such
insurance or guaranty has been made
under the provisions of the Servicemen’s
Readjustment Act of 1944, as now or
hereafter amended, or the provisions of
the National Housing Act, as now or
hereafter amended,

$£563.11 Setting up, designation, and
purpose of Federal insurance reserve.
Each insured institution shall set up a
Federal insurance reserve account which
shall be used solely for the purpose of
absorbing losses. No insured institution
may pay dividends from its Federal in-
surance reserve account. Any insured
state-chartered institution may by reso-
lution of its board of directors or by other
appropriate corporate action deslgnate
as its Federal insurance reserve account
any reserve account which under the
provisions of state law is established for
the sole purpose of absorbing losses,
Evidence of such action shall be filed
with the Corporation. With the prior
written approval of the Corporation, any'
other reserve account which by specific
and adequate corporate action of an in-
sured institution is made subject to
charges for losses only, may be desig-
nated as its Federal insurance reserve
account. The general reserves of Fed-
eral savings and loan associations oper-
ating under Charter K, Charter K (rev.)
or Charter N are deemed to meet the re-
quirements of this section.

§ 563,12 Original credit to Federal
fnsurance reserve account. During the
fiscal year in which a certificate of in-
surance is issued to an insured institu-
tion, it shall credit to its Federal
insurance reserve account an amount at
least equal to that fraction of 3j, of 1
percent of all Insurable accounts on the

date of Its latest financial statement or
report in support of its a tion for
insurance which the unexpired portion
of its fiscal year from the date of such
certificate is to its full fiscal year, cal-
culated to the nearest month,

$ 563.13 Required amounts and main-
tenance of Federal insurance reserve—
(a) Prior to and at expiration of twenty
vears from date of insurance. Each in-
sured institution shall, except as pro-
vided in § 563.12, during each of the
fiscal years immediately following the
date of insurance of its accounts credit
to its Federal insurance reserve account
an amount equal to at least %o of 1 per-
cent of all insured accounts at the be-
ginning of such fiscal year; and shall
bulld up such reserve account so that,
at the closing on the closing date next
preceding the stated anniversary of the
date of insurance of accounts, such re-
serve account shall be at least equal to
the following percentage of all insured
accounts at the beginning of the fiscal
year in which such closing date occurs:

1.25 percent at the fifth anniversary.

1.50 percent at the sixth anniversary.

1.75 percent at the seventh anniversary.
2.0 percent at the eighth anniversary.

2.25 percent at the ninth anniversary.

2.50 percent at the tenth anniversary.

2.75 percent at the eleventh anniversary.
3.0 percent at the twellth anniversary,

3.25 percent at the thirteenth anniversary.
3.50 percent at the fourteenth anniversary.
3.75 percent at the fifteenth anniversary.
4.0 percont at the sixteenth anniversary.
4.25 percent at the soventeenth annlversary.
4.50 percent at the eighteenth anniversary.
4.75 percent at the nineteenth anniversary.

Provided, That if at any such time the
amount of the Federal insurance reserve
account of an insured institution is less
than the amount required by the preced-
ing requirements such institution shall
credit to such reserve account, at such
time and at each closing date thereafter,
an amount at least equal to 25 percent of
its net income or such part of such 25
percent as may then be sufficient to
cause the amount of such reserve ac-
count to equal at least the amount
required by the requirements of this
paragraph, until the amount of such
reserve account equals at least the
amount required by the requirements of
this subsection (but the amount eredited
during any fiscal year ghall be at least
equal to %o of 1 percent of all insured
accounts at the beginning of such fiscal
year) : Provided further, That credits to
the Federal insurance reserve account
need not be made under the foregoing
provisions of this paragraph at any clos-
ing date if, 4t the closing on such closing
date, the Federal insurance reserve ac-
count equals or exceeds 5 percent of all
insured accounts at the close of business
on such closing date: Provided further,
That, notwithstanding any other provi-
sion of this section except paragraph (1),
each insured institution shall have a Fed-
eral insurance reserve account at least
equal to 5 percent of all insured accounts
at the beginning of that half of the insti-
tution’s fiscal year in which occurs the
twentieth anniversary of the date of In-
surance of the institution’s accounts.
The term “closing date” as used In this
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section includes any annual, semiannual,
or other closing date.

(b) Earmarking of undivided profits.
1f, at the beginning of that half of an
{nsured institution’s fiscal year in which
occurs the twentieth anniversary of the
date of insurance of the institution's ac-
counts, the Federal insurance reserve ac-
count of such institution is less than &
percent but not less than 3 percent of all
insured accounts, such institution, for
the purpose of the twenty-year require-
ment, may earmark undivided profits in
an amount which, when combined with
thé the amount in its Federal insurance
reserve account, will equal 5 percent of
21l insured accounts. The funds 50 ear-
marked shall be considered a part of the
Federal insurance reserve and be subject
to all the limitations which apply thereto
until such reserve account exclusive of
the undivided profits so earmarked equals
b percent of all insured accounts: Pro-
vided, That, at the closing of any fiscal
year, untivided profits so earmarked may
be released from such earmarking to the
extent that the aggregate amount of the
Federal insurance reserve account and
such earmarked undivided profits exceeds
the sum of 5 percent of all insured ac-
counts at the close of such fiscal year and
10 percent of the net income of the in-
sured institution for each fiscal year sub-
sequent to the fiscal year in which occurs
the twentieth anniversary of the date of
insurance of the institution's accounts.
References in this paragraph and in
paragraph (¢) of this section to ear-
marked undivided profits include ear-
marked undivided profits which were
earmarked under prior regulations.

(c) After expiration of twenty pears
from date of insurance. After the fiscal
year in which occurs the twentieth anni-
versary of the date of insurance of its
accounts, each insured institution that
has a Federal insurance reserve account
which, together with any undivided prof-
its earmarked as provided in paragraph
(b) of this section, is, at the closing of
any flscal year, equal to at least 5 percent
of all insured accounts at the beginning
of such fiscal year shall, during such
fiscal year, credit from net income, or
from surplus or undivided profits not so
carmarked, to its Federal insurance re-
serve account or to other reserve ac-
counts irrevocably established for the
sole purpose of absorbing losses, an
amount equal to st least 10 percent
of its net income or the amount by
Which the total of such reserve accounts
and of nonwithdrawable accounts (as
defined in §561.4), undivided profits,
surplus, and reserve for bad debts is, at
the close of such fiseal year, less than
12 percent of all insured accounts at the
close of such fiscal vear: Provided, That
&ny such insured institution may reduce
the amount of credit required by the
éOfmolnc provisions of this sentence

uring any fiscal year to the extent that
the total amount of credits made to such
Y_t‘st‘rvc accounts subsequent to the fiscal
¥ear in which occurs the twentieth anni-
Versary of the date of insurance of the
Institution’s accounts, but within a pe-
Tiod of not more than five years imme-
diately preceding the fiscal year in which
&uch credit Is reduced, less the amount of
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any such earmarked undlvided profits
released from earmarking during such
period, exceeds the requirements of this
paragraph exclusive of this proviso, and
for the purpose of determining the
amount by which the credit

by this sentence may be reduced the
requirements of this paragraph, as
amended, shall be deemed to have been
in effect during the whole of such period.
If for any reason the Federal insurance
reserve account, together with any un-
divided profits earmarked pursuant to
paragraph (b) of this section, of any
insured institution which has passed the
twentieth anniversary of the date of In-
surance of its accounts and which has
buflt up its Federal insurance reserve
account (including undivided profits, if
any, so earmarked) to an amount equal
to at least § percent of all insured nc-
counts is, at the closing of any fiscal
year, less than an amount equal to 5
percent of all insured accounts at the
beginning of such fiscal year, such insti-
tution shall either (1) credit to its Fed-
eral insurance reserve account, during
such fiscal year, an amount equal to at
Jeast 25 percent of its net income, or (2)
credit to its Federal Insurance reserve
account, during such fiscal year, an
amount at léast equal to such part of
such 25 percent as may be sufficient to
cause the amount of such reserve ac-
count (including undivided profits, if
any, so earmarked) at the close of such
fiscal year to equal at least 5 percent of
all insured accounts at the beginning of
such fiscal year and (if such fiscal year
is after that in which occurs the twen-
tieth anniversary of the date of insurance
of its accounts) credit, during such fiscal
year, from net income, or from surplus
or undivided profits not so earmarked,
to the Federal insurance reserve account
or to other reserve accounts irrevocably
established for the sole purpose of ab-
sorbing losses, an amount equal to at
least (1) the remainder of such 25 per-
cent, (1) 10 percent of its net income,
or (i) the amount by which the total
of such reserve accounts and of nonwith-
drawable accounts (as defined in § 561.4
of this subchapter), undivided profits,
surplus, and reserve for bad debis is, at
the close of such fiscal year, less than 12
percent of all insured accounts at the
close of such fiscal year.

(d) Applicability of this section as
amended. This section as amended by
the amendments adopted on July 17,
1956, effective August 21, 1956, and on
November 30, 1956, effective December
15, 1856, shall be applicable to all fiscal
years ending after December £1, 1856.
The provisions of this section In effect
prior to August 21, 1956, shall remain in
effect with respect to all fiscal years end-
ing on or after August 21, 1956, but prior
to January 1, 1957.

$5683.14 Charging of losses and pay-
ment of dividends. No insured institu-
tion which has charged losses fo its
Federal insurance reserve account shall
declare any dividends or pay any interest
on savings unless the amount standing to
the credit of such account, after deduc-
tion of all charges, is equal to at least

the amounts required under §563.13: be

Provided, That, for any year dividends
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may be declared or interest on savings
paid when losses are charged to such re-
serve, If the declaration of such divi-
dends or the payment of such interest
on savings is first approved by the Cor-
poration: And provided further, That
the Corporation hereby approves, for any
such insured institution which has been
insured for a period of 20 years or
more and whose Federal insurance re-
serve account, prior to the charging of
such losses, equalled at least 5 percent
of all insured accounts, the declaration
of dividends and the payment of inter-
est on savings if such insured institution
shall have first transferred not less than
25 percent of {ts net income for the same
dividend period to its Federal insurance
reserve account. As used in this section
and in §563.13 the term “net income"
means the gross income of an insured in-
stitution from all sources after deduction
of operating expenses, including interest
on Federal Home Loan Bank advances
and borrowed money, and losses of every
kind charged to income (rather than to
reserves or undivided profits), but before
deduction of interest or dividends on
withdrawable accounts and on nonwith-
drawable accounts as defined in § 561.4
of this chapter.

§ 5663.15 Premiums and their uses;
amount; payment: Each Iinstitution
whose application for insurance is ap-
proved by the Corporation shall pay to
the Corporation & premium charge for
such insurance at the rate fixed by
statute, determined from the latest re-
port of the insured institution filed with
the Corporation. One-half of the first
annual premium shall be paid at the
fime the certificate of insurance is issued
by the Corporation. The balance of the
first annual premium shall be pald six
months later, Thereafter, each annual
premium charge shall be paid in two
equal Installments, the first at the be-
ginning of each insurance year and the
second six months later, until a reserve
fund has been established by the Cor-
poration equal to 5 percent of all in-
sured accounts and creditor obligations
of all insured institutions. Such annual
premiums shall be determined from the
latest report of the insured institution
filed with the Corporation or, if the
Institution has failed to file such report
within 60 days prior to any date upon
which its annual premium becomes due,
from the latest report of the institution
made or published pursuant to the re-
quirements of law or regulations. Any
amount contained i any such report
covering interest accrued, but not due
and payable, or dividends declared, but
not due and distributable, upon an ac-
count of an insured member will not be
included in the computation of pre-
miums.

§ 563.16 Additional premium in merg-
ers, consolidations, or purchases of bulk
assets. In the event of the approval by
the Corporation of the purchase of bulk
assets or of the absorption by an insured

~applicant of another institution through
merger or consolidation and the issu-
ance of accounts of an Insurable type in
connection therewith, the applicant will
billed for an additional premium
based upon the aggregate of the Increase
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of its accounts of an insurable type is-
sued in connection with such transac-
tion. Such premium shall be computed
at the rate prescribed by law and shall
be that proportion of the amount so
computed which the unexpired portion
of the applicant’s Insurance year bears
to its entire Insurance year: Provided,
however, That if the Institution which is
absorbed by applicant by such merger,

consolidation or purchase of bulk assets

is an Insured institution, the applicant
shall receive a credit upon its future
premiums of the unearned portion of
any premium theretofore paid to the
Corporation by such absorbed institution.

§ 563.17 Exraminations; ezamination
and audit; cost of same. For the protec-
tion of its insured members and other
insured institutions each Insured insti-
tution shall maintain safe and sound
management, pursue financial policies
that are safe and consistent with eco-
nomical home financing and the pur-
poses of insurance of accounts and shall
be examined periodically by the Corpora-
tion, with appralsals when deemed ad-
visable, in accordance with general
policies from time to time established BY
resolution of the Board. Each insured
institution shall be audited periodically
by auditors and in a manner satisfactory
to the Corporation, and may be audited
at any time by the Corporation. The
insured institution shall promptly file
with the Corporation, through the Chief
Examiner of the Federal Home Loan
Bank District in which it is Jocated, a
copy of every report of its independent
audit, which reports must be certified by
the independent auditors. If the asso-
ciation has neither been audited by in-

dependent auditors within the 12-month-

period immediately preceding the date of
such examination or within the period
that has elapsed since such last preced-
ing examination, whichever is greater,
nor adopted and maintained an internal
audit program accéptable to the Corpo-
ration, the examination by the Corpora-
tion shall include an audit. The cost,
as computed by the Corporation, of any
such audit or examination, or both, in-
cluding office analysis thereof, and ap-
praisals made in connection therewith,
overhead, per diem, and travel expenses,
shall be paid by the Institution examined
or audited. The Corporation may obtain
at any time, at its expense, such ap-
praisals of any of the assets of an insured
institution as it deems appropriate.

§ 563.18 Reports to the Corporation.
Every insured Institution shall make an
annual report of its affairs as of the end
of its fiscal year upon forms prescribed
by the Corporation. Two copies shall
be filed with the Corporation through
the Federal home loan bank of the dis-
trict in which the Institution is located,
within 30 days after the end of the
fiscal year. The officers of each insured
institution shall make a monthly report
to the board of directors on forms pre-
scribed by the Corporation, copies of
which shall be filed as follows: One copy
shall be forwarded to the Federal home
loan bank of the district in which the
insured Institution is located and two
g:plc;:a to the Corporation, Washington,
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§$ 563.19 Bonds for directors, officers,
employees, and agents; persons
by, form of, and amount of bonds. Each
insured institution shall provide and
maintain a fidelity bond in form accept-
able to the Corporation covering each
director, officer, agent or employee
who has control over or access to
cash or securities of the institution.
Such bond coverage may be in the form
of Individual bonds, a schedule fidelity

bond, or a blanket bond, covering all
such persons and protecting the institu-
tion exclusively. Each such bond shall
be executed by a responsible surety com-
pany or other surety acceptable to the
Corporation, in minimum amounts com-
puted upon a base consisting of the as-
sets of the institution plus the unpald
balance of mortgages which it has con-
tracted to service for others, as follows:

Not over $300,000.ceeeee.-
$100,000,
$300,001 to $1,000000......

$1,000,001 to $10,000,000....

$2,000,000.
$10,000,001 to $30,000,000...
' $15,000,000.
$30.000,001 to $60,000.000...

$10,000 plus 85,000 for each $100,000 or fraction thereof over
$30,000 plus $10,000 for each $100.000 or fraction thereof over
$100,000 s §50,000 £0r sach $1,000,000 oF fraction thereol over
£300,000 pius 840,000 for each $5,000,000 or fraction thereof over
$470,000 plus $50,000 for each $10.000,000 or fraction therco!

over $40,000,000.

$60,000,001 to $100,000,000.. $630,000 plus 850,000 for each $15,000,000 or fraction thercof
over $70,000,000.

$100,000,001 and OVer.eeee.. $820,000 plus $70,000 for each $25,000,000 or fracilon thereof
over £126,000,000;

Provided, That no insured institution
shall be required to provide and main-
tain a fidelity bond in an amount greater
than $2,000,000. Such bond shall be ap-
proved by the Board of Directors of the
insured institution and the premium
ghall be paid by it.

§ 563.20 Bonds for agents. In lien of
the bond provided in § 563.19 In the case
of agents appointed by an insured in-
stitution, a fidelity bond may be provided
in an amount &t least twice the average
monthly collections of such agents, pro-
vided such agents shall be required to
make settlement with the insured in-
stitution at least monthly, and provided
such bond is approved by the board of
directors of the insured institution, No
bond need be obtained for any agent
which is an insured Institution or a bank
insured by the Federal Deposit Insur-
ance Corporation.

§$563.21 Safe deposit business. The
bond or bonds required by this section
shall protect the insured Institution with
respect to the operation of any safe de-
posit business transacted by such {nsured
institution. Each such institution shall
either (1) validly limit the replacement
or loss value of the contents of each box
to an amount not more than $1,000 or
(b) carry additional Insurance of a type
protecting the association agsainst any
and all legal liabilities arising out of the
rental of safe deposit boxes in minimum
amounts as follows: $25.000 for any
number of boxes up to 100, plus $1,000 for
each additional 20 boxes, or fraction
thereof, available for rent, up to a maxi-
mum coverage of $100,000; and shall not
contractually incur liabilities beyond the
general liabilities incident to the conduct
of such business.

§ 56322 Merger, consolidation, or
purchase of assets. No Insured institu-

tion may at any time increase its ac-

counts of an insurable type in an amount
in excess of 25 percent of such accounts
as a part of any merger or consolidation
with another institution or through the
purchase of bulk assets, without the ap-
proval of the Corporation. Application

for such-approval shall be upon forms
preseribed by the Corporation and such
information shall be furnished therewith
as the Corporation may require,

% 563.23 Brokerage business and sale
of loans. No insured Institution shall
engage In the mortgage brokerage busi-
ness: Provided, however, That any in-
sured institution may seil any loan at any
time if the total dollar amount of loans
sold, including such sale, within the cal-
endar year beghhming January 1 immedi-
ately preceding the date of such sale, does
not exceed & sum equivalent to 20 per-
cent of the dollar amount of all loans
held by such insured institution at the
beginning of such calendar year. The
limitation upon the sale of loans may be
adjusted in case of any insured institu-
tion upon application to and approval
by the Corporation. All mortgages sold
shall be sold without recourse, and if
under a contract to service the same,
then on a basis to provide sufficient com-
pensation to the insured institution to
reimburse it for expenses incurred under
its service contract.

$563.24 Sales plans and practices;
use of salesmen, sales agencics, surplus
certificates, or other sales plans. Every
applicant for insurance which uses sales-
men, sales agencies, surplus certificates,
or other sales plans shall submit, with
its application, full details thereof for
approval by the Corporation. An insured
institution shall not give for the opening
of, or increasing the amount of, any ac~
count any give-away that has a monetary
value in excess of $2.50. The monetary
value of any give-away so given shall be
the cost thereof to the Insured institution
and the insured institution shall keep in
its records for a period of at least Lwo
years suitable evidence of such cost. I
the give-away Is purchased or obtained
by the insured institution together with,
in connection with, or at the same time
as another {tem or other items from the
same supplier, not identical therewith,
such value shall be deemed to be the
then current regular selling price O
charge of the supplier on separate sales
or dispositions thereof in the quantity
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included, and the insured institution
shall in such case obtain, and keep in its
records for a period of at least two years,
a signed statement by such supplier of
such regular selling price or charge. As
used in the foregoing provisions of this
section, the term “give"” means to give, to
sell or dispose of for less than full mone~
tary value as hereinbefore defined, or
with any agreement or undertak.ng, con-
tingent or otherwise, for repurchase or
redemption, whether-total or partial, or
to offer, promise, or agree to do any of
the foregoing; the term *give-away”
means any money, property, service, or
other thing of value, whether tangible or
intangible; and the term “account”
means an account of an insurable type.

§563.25 Sales commissions. Sales
commissions shall conform to the laws
under which the insured institution op-
erates, but in no event shall the sales
commission exceed two percent of the
par or maturity value of the securities
sold, and in no case shall such commis-
sion (except on full-pald shares and cer-
tificates) be charged to any shareholder
or investor, In excess of $25.00.

§ 563.26 Collection of sales commis-
sions. All sales commissions shall be
collected by the Insured Institution and
by it pald to the salesmen. No sales
commission shall be paid by any insured
Institution to any of its officers or di-
rectors for the sale of a withdrawable or
repurchasable share, Investment certifi-
cate, deposit or savings account issued
by such Institution, except that insured
associgtions may distribute prizes in cash
or otherwise to officers and employees
engaged in new savings or account drives
or contests conducted by the assoclation.,

156327 Advertising must be accu-
rate. No Insured institution shall use
ndvertising (whether printed, radio, dis-
play, or of any other nature) or make
any representation which is inaccurate

in any particular or which in way
misrepresents its services, contracts, in-
vestments, or financial condition, When

an Insured institution is operating a
branch office or offices outside of the
municipality in which its principal office
is located, all advertising of, or by, any
such branch office, shall state clearly the
location of the prinecipal office of such
Insured institution.

§563.28 Advertising of insurance of
Gccounts, An insured institution may
advertise {tself as a “member” of the
P“udcral Savings and Loan Insurance
Corporation.

1563.29 Name of dssociation. No in-
sured Institution shall advertise under a

name which includes the word “insured”
in the name,

$563.30 Reservation of right concern=-
n0 advertising. The Corporation re-
terves the right to prescribe the form in
Which insurance of accounts may be
fdvertised.

Pant 564—SETTLEMENT OF INSURANCE

de’ 564.1 Seftlement of insurance upon
. Jault, In the event of a default by an
lsured institution, the Corporation will
lb’l‘Ompt.ly determine the insured mem-
€5 thereof and the amount of their
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insured accounts. The amount of each
insured account will be determined from
the security contract and from the books
and records of the insured institution as
of the last dividend or apportionment
date, plus payments on, and less repur-
chases and withdrawals from such in-
sured account subsequent to such date
without regard to (a) the actusal value of
the assets of the insured Institution, (b)
provisions of the security contract which
authorize the insured Institution, in the
event of veluntary withdrawal or repur-
chase, to retain or deduct any amount
on account of premature withdrawal or
repurchase, (¢) whether or not dividends
are subject to recapture, and (d) whether
or net dividends are credited or appor-
tioned to a serles (being apportionable
to each share account of the series). The
Corporation will give to each insured
member of an insured institution in de-
fault, written notice of the time and place
of payment of Insurance, by mail at the
last known address as shown by the
books of the insured institution.

{Secs, 402, 405, 48 Stat, 1256, as amended,
1260, as amended; 12 U. 8. C. 1735, 1728,
Reorg, Plan No. 3 of 1947, 12 F, R. 4081, 3 CFR,
1847 Supp. Interpreta or applies gecs, 401,
400, 48 Stat, 1255, as amended, 1259, as
amended; 12 U, 8, C. 1724, 1729)

PART 565—TERMINATION OF INSURANCE

See,

565.1
565.2
565.3
565.4
5856.5

Effective date of termination.

Voluntary ternvination,

Termination by the Board,

Notice to insured moembers,

Cessation of existence; mergers and
consclidations.

5656 Cessation of existence; other cases.

5656.7 Surrender of Insurance certificate,
Avrponrry: $§ 5851 to 565.7 fssued under

secs, 402, 407, 48 Stat, 1266, as amended, 1260,

a8 amended; 12 U, 8. C, 1725, 1730, Reorg.

Plan No. 8 of 1947, 12 P. R. 4081, 8 CFR, 1947

Supp. Interpret or apply sec. 404, 48 Stat,

1258, as amended; 12 U. 8. C. 1727,

§ 565.1 Eflective date of termination.
The effective date of termination of the
insured status of an institution under
the provisions of §§ 565.2 and 565.3 shall
be the date of the written notice pro-
vided for therein.

§565.2 Voluntary termination. Any
insured instifution other than a Federal
savings and loan association may ter-
minate its status as an insured institu-
tion by written notice to the Corporation.
Evidence of legal and valld action to
effect termination of its Insurance must
be submitted by the Insured institution
to the Corporation with such notice,

§565.3 Termination by the Board—
(a) Grounds. The grounds for termi-
nation of insurance of accounts of any
insured institution shall consist of any
one.or more of the following:

(1) The violation by the insured in-
stitution of any of its duties as an in-
sured institution;

(2) Continued unsafe or unsound
practices by the Insured institution in
conducting its business; or

(3) The permitting by the insured in-
stitution, either knowingly or negli-
gently, of any of its officers or agents to
violate any provision of any law or
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regulation to which such insured insti-
tution is subject.

(b) Hearing. In the event the Board
is of the opinion that one or more of
the grounds enumerated in paragraph
(a) of this section exists for the termi-
nation of insurance of any insured insti-
tution, the Board will furnish to the
appropriate governmental authority hav-
ing supervision of such insured institu-
tion a statement with respect to such
practices or violations and furnish a
copy thereof to the insured institution:
Provided, That, In the event there is no
such supervisory authority over an in-
sured institution operating under state
law, such statement shall be sent directly
to the insured institution. The Insured
institution shall have a period of 120
days, or such shorter period of time as
the governmental authority having su-
pervision of such insured institution, if
any, may require, within which to cor-
rect such practice or violation. If satis-
factory correction has not been effected
by the insured institution within the
specified period of time, the Board, if it
shall determine to proceed further with
the matter, will give the insured institu-
tion at least 30 days’ written notice of in-
tention fo terminate iis status as an
<insured institution; and such notice shall
state the grounds for such termination
and the time and place of a hearing at
which the insured institution may ap-
pear and be heard. Such notice shall be
served upon the insured institution in
the manner provided in Part 509 of this
chapter, Unless such insured institu-
tion ghall appear at such hearing by duly
authorized representative, it shall be
deemed to have consented to the termi-
nation of its status as an insured insti-
tution. The hearing shall be conducted
in the manner provided in said Part 509
and in accordance with the provisions of
the Administrative Procedure Act as in
!orcel :nd effect at the time such hearing
is held.

§ 5654 Notice to insured members.
Upon any termination of the status of
any institution as an insured institution,
such institution shall submit to the Cor-
poration, within 60 days from the date
of such termination, satisfactory evi-
dence of the giving of notice of termi-
nation of insurance of accounts to its
insured members, as provided by law, to-
gether with & copy of the notice given.
In the event of the failure of any such
institution to submit such evidence with-
in the 60-day period or in the event the
Corporation determines the form of no-
tice given by such institution is unsatis-
factory, the Corporation may give such
notice to the insured members of the in-
stitution of the termination of its status
as an insured institution as the Corpora-
tion determines appropriate,

§ 5665,6 Cessation of existence; merg-
ers and consolidations. Subject to the
provisions of § 563.16 of this subchapter
the termination of the existence of an
insured institution by merger or con-
solidation shall terminate, as of the
effective date of such merger or con-
solidation, the insured status of such in-
sured institution and all rights of its
insured members to insurance by this
Corporation and its llability for insur-
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ance premiums, except premiums still
unpaid (Including current annual pre-
mium) shall cease as of such date.

§ 585.8 Cessation of existence; other
cases. In connection with any other
case of cessation of existence of an In-
sured institution, by lapse of charter,
dissolution, voluntary liquidation, or
otherwise than by reason of a default,
the insured status of the insured insti-
tution, all rights of its Insured members
to insurance by this Corporation and its
liability for insurance premiums, except
premiums still unpaid (including current
annual premium) shall cease, as of the
date of the distribution of its final liqul-
dating dividend.

§ 565.7 Surrender of insurance cer-
tificate. Upon termination of insurance
of any insured institution under this
part, the certificate of insurance shall
be surrendered to the Corporation for
cancellation:

PArRT 567—AMENDMENT OF RULES AND
REGULATIONS; HEARINGS

Bec.
567.1 Amendment of rules and regulations,
5672 Hearings.

Avrnoriry: §8 567.1 and 5672 issued under
sec. 402, 48 Stat. 12586, as amended; 12 U. 8. C.
1725, Reorg. Plan No. 3 of 1047, 12 F. R. 4981,
8 CFR, 1947 Supp. Interpret or apply seccs,
403, 404, 407, 48 Stat, 1257, na amended, 1258,
as amended, 1260, as amended; 12 U, 8. C,
1726, 1737, 1730,

$567.1 Amendment of rules and reg-
ulations. The rules and regulations in
this subchapter, subject to any specific
provision contained in this subchapter,
may be amended in whole or In part at
any time in accordance with the provi-
sions set forth in Subchapter A of this
chapter.

$ 5672 Hearings. Any person who
has made an application or petition to
the Board pursuant to any provision of
Paris 562, 563, 564, or 565 of this sub-
chapter may request a hearing thereon:
Provided, That such application or peti-
tion has been denied or disapproved by
the Board. At any time after the filing
of any such application or petition and
before consideration thereof by the
Board, any interested person may request
a hearing upon such application or peti-
tion. The Board may order a hearing in
connection with the consideration of any
matter arising under any provision of
the rules and regulations in this sub-
chapter, and, subject to §567.1, under
Title IV of the National Housing Act, as
amended, whether or not any request
therefor has been made by any person.
The Board may deny any request for, or
dispense with any hearing for which this
section provides when, in its judgment,
no need therefor exists, This section
shall not apply to hearings upon action
taken by the Corporation to terminate
the status of an insured institution as
such, under the provisions of section 407
of the National Housing Act, as amended.

PArr 568—SEnvice or Process UroN
CORPORATION

§ 568.1 Agents for service of process,
Persons desiring to serve process upon
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the Federal Savings and Loan Insurance
Corporation in any jurisdiction may
obtain the name and address of the
proper agent by communicating with the
Secretary of the Federal Home Loan
Bank Board, Washington, D. C,, or the
President of the Federal Home Loan
Bank in the district in which such juris-
diction is located. Upon a request -for
the name of an agent upon whom service
of process may be made, the Federal

Savings and Loan Insurance Corporation

shall promptly designate such an agent
in any jurisdiction where there is not at
that time such an agent.

(Sec, 402, 48 Stat. 1256, as amended; 12
U. 8. C. 1725, . Plan No. 3 of 1047, 12
PF. R. 4981, 3 CFR, 1047 Supp.)

Dated: December 17, 1958,

By the Federal Home Ioan Bank
Board.

[sear) Harry W. CavLSEN,
Secrelary.
|P. R. Do¢. 58-10558; Filed, Dec. 22, 1058;

8:54 a. m.]

TITLE 30—MINERAL RESOURCES

Chapter l1l—Office of Minerals Explo-
ration, Department of the Interior

PAnr 301 —REGULATIONS FOR OBTAINING
FEDERAL ASSISTANCE IN FINANCING EXx-
PLORATIONS FOR MINERAL RESERVES, EX~
CLUDING ORGANIC FUELs, I UNITED
STATES, ITs TERRITORIES AND POSSES-
SIONS I

There was published in the Feperan
Recrsten of September 17, 1958 (23 F. R.
7181), & notice and text of proposed reg-
ulations to be codified in Chapter III of
Title 30, Code of Federal Regulations,
prescribing the manner for obtaining and
conditions governing Federal assistance
in financing explorations for mineral
reserves.

Interested persons were allowed 30
days after publication of the notice to
submit written comments, suggestions,
or objections _gm.h respect to the proposed
regulations,

Some objections were received to the
requirement in section 4 (b) for furnish-
ing evidence with an application that
funds were not avallable from private
sources at reasonable terms. However, as
the requirement is a statutory one, it has
not been deleted from the regulations.

Several objections were received to the
proposalin section 12 to compound inter-
est. The proposal was reconsiderad and
provision has been made for computing
interest as simple interest.

All other comments were fully consid-
ered preliminary to adopting the regula-
tions In the present form, as set forth
below.

Fuep A, SpATON,
Secretary of the Interior,

DzceEmser 17, 1858.
GENERAL PROVISIONS

Sec.

301.1 Purpose.

3012 Definitions.

8013 [Elgible minerals or mineral prod-
ucts.

301.4 Operator's property righta,

APPLICATIONS
Sec.
8015 Form and filing,
301.6 Information required.
301.7° Criteria.
3018 Approval
EXPLORATION CONTRACTS
3010 ° Government participation.
301,10 Allowable costa.
30111 Repayment by operator.
30112 Interest on amount of Government
participation.
301.13 Limitation on amount of Govern-
ment participation,
301.14 Covernment not obligated to buy.
301,156 Title to and disposition of prop-

erty.

Avrronity: $§301.1 to 301.15, issued un-
der sec. 2, 72 Stat. 700; 30 U, 8. C. 642,

GENERAL PROVISIORS

£301.1 Purpose. The regulations in
this part govern, the obtaining of Fed-
eral financial assistance in conducting
exploration for mineral reserves, exclud-
ing organic fuels, in the United States,
its territories or possessions,

§ 3012 Definitions. As used in this
part:

(a) “Exploration” means the search,
including related development work, for
new or unexplored mineral deposits
within a specified area or parcel of
ground where geologic conditions favor
their occurrence, Exploration using rec-
ognized and sound procedures, including
standard geophysical and geochemical
methods, may be conducted from the
surface or underground to obtain perti-
nent geological and mineralogical in-
formation. The work shall not go
beyond & reasonable delineation and
sampling of a mineral deposit, and shall
not be conducted primayrily for mining or
preparation for mining.

(b) “Operator” means an individual
partnership, corporation, or other legal
entity that is party to an exploration
contract with the Government,

(o) “Secretary” means the Secretary
of the Interior, or his authorized repre-
sentative.

(d) “Government® and “Federal”
mean the United States of America.

(e) “Commercial sources’” means
banking institutions.

§$301.3 Eligible minerals or mineral
products. 'x‘he fouowmz are eligible for

Anumony.

Asbestos (strateglc).
Bauxite,

Beryl.

Cadmium,

Chiromite,

Cobalt.

Columbjium,

Copper.

Corundum.

Diamond (industrial).
Fluorspar.,

Graphite (crucible flake).
EKyanite (strategic).
Lead.

Manganese,

Moeroury.

Mica (strategic).
Molybdenum.

Monazite,

Nickel.

Platinum group motals,
Quartz Crystal (piezoelectric).
Rare Earths,
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Rutile—Bookite.
Beloniumy

Tale (block steatite).
Tuntalum,

Morium,

Tin.

Uranium,

Zine.

1301.4 Operator's property rights,
The operator must have and preserve the
right to possession of the land (as owner,
lessee, or otherwise) for a term at least
sufficlent to complete the exploration
work. (See §301.11 (D), regarding repay-
ment.) The operator shall devote the
land and all existing improvements, fa-
cilities, bulldings, installations, and ap-
purtenances necessary to the purposes
of the exploration,

APPLICATIONS

§3015 Form and filing. An applica-
tion for Federal financial assistance must
be submitted in quadruplicate on forms
which may be obtained from and filed
with either:

The Office of Minerals Exploration, Depart-
ment of the Interjor, Washington 25, D, C,

or, the Office of Minerals Exploration
Executive Officers. The regions which
they serve and thelir Post Office addresses
are as follows:

Reglon I: Idaho, Montana, Oregon, Wash-
Ington, and Alaska—OME, South 157 Howard
Street, Spokane 4, Washington. Applicants
for Alnskan projects may file applications
with the United States Bureau of Mines,
P, O. Box 2088, Juneau, Alaskn, for forward-
ing to the Executive Officer, Region I.

Reglon II: Oallfornin and Nevada—OME,
1605 Evans Avenue, Reno, Neyada,

Region III: Arizona, Colorado, Nebrazka,
New Mexico, North Dakota, South Dakots,
Utah, and Wyoming—OME, 224 New Custom=
house Bullding, Denver 2, Colorado.

Reglon IV: Arkansas, Kansss, Louislann,
Mississippl, Missouri, Oklahoma, and Texas—
OME, Room 303, Post Office Bullding, P, O,
Box 431, Joplin, Missourt,

Reglon V: Alasbama, Connecticut, Dela-
wire, Florida, Georgia, Illinols, Indiana,
Towa, Kentucky, Matne, Maryland, Magsachu-
&otis, Michigan, Minnesota, New Hampshire,
New Jersey, New Ydrk, North Carolina, Ohlo,
Pennsylvania, Rhode Island, South Carolina,
Tennessee, Vermont, Virginia, West Virginia,
rnd Wisconsin—OME, Room 2B, Post Office
Building, Knoxville 2, Tennessce.

13016 Information required. (a)
Each application shall fully describe the
proposed exploration, and shall include
all detalled data called for by the appli-
cation form, The Secretary may require
the filing of additional information, in-
cluding financial statements, reports,
maps or charts, and exhibits, and such
Physical onsite examination as he
deems necessary,

(b) The application must contain evi-
dence that funds for the exploration are
Unavailable on reasonable terms from
commercial sources. The evidence shall
Include information as to the names of
banks (including applicant’s bank of
account) to which applications were
Mmade for a loan, the amount and terms
Tequested, and the reasons why the loan
Was not obtained,

£301.7 Criteria. The following fac-
wrsvv:m be considered and weighed in
Passing upon applications:

FEDERAL REGISTER

(a) The strategic importance of the
mineral involved and the criticalness
thereof.

(b) The geologic probability of a sig-
nificant discovery being made.

(o) The estimated cost of the explora-
tion in relation to the size and grade of
the potential deposit.

(d) The plan and method of conduct-
ing the exploration.

(e) The accessibility of the project
area,

(I) The background and operating ex-
perience of the applicant.

§301.8 Approval. If the application
is approved, the Government may enter
into an exploration contract with the
applicant upon terms and conditions
which the Secretary deems necessary
and appropriate as set forth in the con-
tract form furnished by the Government.

EXPLORATION CONTRACTS

§ 3019 Government participation,
The Government will contribute fifty
(60) percent of the total allowable costs
of the exploration specified by the terms
of the contract.

§ 301.10 Allowadle costs. (a) The
Government, to the extent provided in
the exploration contract, will contribute
wo

il) The necessary, reasonable and di~
rect actual costs of performing the ex-
ploration, Including the costs of: labor,

supervision, and consultants; operating’

materials, supplies and equipment; ini-
tial rehabilitation or repair of existing
buildings, installations, fixtures, and
operating equipment; construction of
buildings, fixed improvements, and in-
stallations; repairs and maintenance of
operating equipment; analytical work,
accounting, payroll and sales taxes, and
employees' lability insurance; payments
by the operator to independent contrac-
tors; and such other necessary, reason-
able, and direct actual costs as may be
approved by the Government in the
course of work; and

(2) The fixed unit costs agreed upon
by the operator and the Government in
terms of units of work to be performed
(per foot of drifting, per foot of drilling,
ete.) in Heu of actual costs.

(b) The Government will not con-
tribute to costs Incurred before the date
of the contract, or to costs of or incident
to:

(1) Acquiring, using, or possessing
Jand and any existing improvements, fa-
cilities, buildings, installations, and ap-
purtenances, or the depreciation and
depletion thereof;

(2) General overhead, corporate - an-
agement, Interest and taxes (other than
payroll and sales taxes) ;

(3) Insurance (other than employees’
liabllity insurance) ; and

(4) Damages to persons or property
(other than authorized repair to or re-
placement of equipment or other prop-
erty used in the work).

§301.11 Repayment by the operator.
(8) If the Secretary considers that, as
a result of the exploration, minercl or
metal production from the area covered
by the contract may be possible, he shall
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so certify in writing to the operator
within the time specified in the contract.

(b) When the Secretary determines
not to certify, he shall promptly so notify
the operator provided the operator has
completed all obligations under the con-
tract,

(¢) The operator shall pay the Gov-
ernment & royalty on all minerals or
metals produced from the land described
in the contract:

(1) Irrespective of any certification of
possible production—{rom the date of
the contract to the date of notice that
certification will not be made, or until
the total amount contributed by the Gov-
ernment with interest is fully repaid,
whichever occurs first; or

(2) Irrespective of any certification of
possible production—if the Secretary,
deeming it necessary and in the public
interest, enters into an agreement to
provide for royalty payments,

(3) If a certification of possible pro-
duction is issued—for a period of ten
years (or other period fixed by the con-
tract not exceeding 25 years) from the
date of the contract, or until the total
amount contributed by the Government,
with interest, is fully repaid, whichever
occours first,

(d) The Government’s royalty shall
be 5 percent of the operator’s “gross pro-
ceeds” (including any bonuses, pre-
miums, allowances, or other benefits)
from the production sold, in the form
sold (ore, concentrate, metal, or equiv-
alent) at the point of delivery (the
f. 0. b. point); except, that charges of
the buyer (not the operator) arising in
the regular course of his business, and
shown on the buyer's settlement sheets
as deductions (such as treatment proc-
esses performed by the buyer, sampling
and assaying to determine the value of
the production sold, and freight payable
by the buyer to a carrier (not the op-
erator)) shall be allowed as deductions
in arriving at the “gross proceeds” as
that term is used in this section. No
costs of the operator are deductible in
arriving at the “gross proceeds” as that
term Is used in this section. The term
“treatment processes”, as used in this
paragraph means those processes (such
as milling, concentrating, smelting, re-
fining, or equivalent) applied to the crude
ore or other production after it is ex-
tracted from the ground to put it into
a commercially marketable form, ex-
cluding fabricating or manufacturing.

(e) If any production (ore, concen-
trate, metal or equivalent) remains un-
sold or is not used by the operator in
integrated manufacturing or fabricating
operations (for instance, if it is stock-
piled) after the lapse of six months from
the date it is extracted from the ground,
the Government, at its option, may re-
quire the computation and payment of
its royalty on the value of such produc-
tion in the form (ore, concentrate, metal,
or equivalent) it is in at the time the
Government elects to exercise its option.
If any production is used by the operator
in integrated manufacturing or fabricat-
ing operations, the Government’s royalty
on such production shall be computed on
the “value” thereof in the form in which
and at the time when it is used. “Value”
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as used in this section means what is or
would be gross income from mining
operations for percentage depletion pur-
poses in Federal Income tax determinn-
tion, or the market value, whichever is
greater.

(f) (1) To secure the payment of the
Goyvernment's royalty, the contract shall
provide for a len upon the operator’s
interest in the land, upon any production
from the land and upon any interests in
the land other than the operator's inter-
est. However, the Secretary may accept
the undertaking of a surety company or
third person in lieu of a lien upon inter-
ests in the land other than the operator’s
interest, In circumstances where the
Secretary deems it to be in the public
interest, the requirement for a lien or
other undertaking concerning interests
in land, other than the lien upon the
operator's interest, may be omitted from
the contract.

(2) If the cperator is not the producer
(for example, if the operator transfers
or does not retain his Interest In produc-
tion or in the land), the operator shall
remain liable for the payment of the
Government’s royalty.

(g) If, in any particular case, the
Secretary finds that it would be more
economical or practicable to compute the
Government's royalty upon some basis
other than “gross proceeds”.or '“value”,
as those terms are used in this section, or
upon the production in some form other
than that in which ‘it is sold, held, or
used in integrated operations, he may
agree with the operator, either in the
original exploration contract or by an
amendment thereof, upon some other
basis of computation.

(h) Nothing in this part shall be con-
strued as imposing any obligation on the
operator to engage in any mining or pro-
duction operations.

(i) The Secretary may modify and ad-
just the terms and conditions of any
contract to reduce the amount and terms
of any royalty payment when he shall
determine that such action is necessary
and in the public Interest.

§301.12 Inlerest on amount of Gov-
ernment participation. (a) Simple in-
terest, computed annually, shall accrue
from the date Federal funds are made
available until the period specified for
royalty payment expires or until the
amount of Federal funds contributed,
including inferest, is fully repaid by
royalty on production.

(b) The rate of interest shall be fixed
by the Secretary at not less than the rate
the Department of the Interior would be
required to pay if it borrowed from the
Treasury, plus a two percent interest
charge in lleu of the actual cost to the
?ovemment of administering the con-
ract.

(¢) Paragraphs (a) and (b) of this
section shall not be construed to increase
the rate of royalty or to extend the period
for which the royalty is payable as set
forth in § 301.11.

§301.13 Limitation on the amount of
Government participation. No single
contract shall authorize Government
participation In excess of $250,000,
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§ 301.14 Government not obligated fo
buy. Nothing in this part or in any
contract entered into pursuant to this
part shall be construed as imposingany
(obligation on the Government to pur-
chase any materials mined or produced
from the land which is the subject of
such contract.

. $301.15 Tille to and disposition of
property. All facilities, buildings, fix-
tures, equipment, or other items, or
groups of items (such as pipe, rail, steel,
ete.), costing more than $50.00 each, paid
for or purchased with funds contributed
jointly by the operator and the Govern-
ment, although title may be taken in the
name of the operator, shall belong to the
operator and the Government jointly, in
proportion to their respective contribu-
tion and the exploration contract shall
make suitable provisions for their dis-
posal for the joint account of the opera-
tor and the Government.

[F. R. Doc, 58-10535; Filed, Dec, 22, 19568;
8:48 o, m.)

TITLE 31—MONEY AND
FINANCE: TREASURY

Chapter ll—Fiscal Service, Depart-
ment of the Treasury

Subchapter A—Bureau of Accounts

PART 205—DIsSPOSITION OF CERTIFICATES
or DEpPOSIT

PART 209—SEPARATION OF DEPOSITS OF UN-
EXFENDED BALANCES Frow ALL OTHER
CLASSES oF DEPOSITS

PART 212—PAYMENT THROUGH DEPOSITARY
Banks or Funps WITHHELD AS TAXES IN
ACCORDANRCE. WITH THE PROVISIONS OF
THE CURRENT TAX PAYMERT ACT OF 1943

PART 220—PLACING OF PREMIUM RATES ON
FioxLiry BoNDs

DELETION OF PARTS

Parts 205, 209, 212 and 220 are de-
leted from Subchapter A, Chapter II,
Subtitle B, Title 31 of the Code of Federal
Regulations of the United States.

(R. 8. 161, as amended; 5 U. 8. C. 22)
Dated: December 17, 1958,

[sEaLl JULIAR B. BAIRD,
Acting Secretary of the Treasury.

[F. R, Doc. 58-10520; Flled, Dec. 22, 1058;
8:47 a. m.)

PArRT 240—OrPERs 1IN COMPROMISE OF
Cramvs Unper Scrion 194, TiTie 31,
UNITED STATES CODE*

Part 240, Subchapter A, Chapter IT,
Subtitle B, Title 31, of the Code of Fed-
eral Regulations of the United States
(appearing also as Treasury Department

1 By section 5 of Executive Order No, 6166
of June 10, 1033, jurisdiction under this law,
with respect to any case referred to the De-
partment of Justice for prosecution or de-
fense In the courts, was transferred to the
"Department of Justice,

Clrcular No, 39, Revised, dated May 25,
1936) is hereby revised effective Decem-
ber 31, 1858 (the revised regulations ap-
pearing also as Treasury Department
Circular No. 39, Third Revision, dated
December 17, 1958), to read as follows:
Sec.

240.0
240.1

General.

Compromise with General Counscl's
recommendation forwarded to Sec-
rotary of the Treasury.

Remittances on account of offers in
compromise,

Deposit of sums offered In compromise,

Power to withdraw or amend regula-
tions,

AvrTRonrry: §§ 2400 to 240.4 issued under
R. S. 161; 5§ U. B, 0. 22. Interpret or apply
R. 8. 3460, aa amended; 31 U. S, C. 194,

Souvmce: §1 2400 to 240.4 contalned In De-
partment Circular No, 38, third revision,
dated December 17, 1058,

§ 240.0° General. The rules and regu-
lations in this part are prescribed in
connection with section 194, Title 31,
United States Code (R. S. 3469), which
provides as follows:

Upon a report by a United States attorney,
or any special attorney or agent having
charge of any clatm In favor of the United
States, showing in detall the condition of
such claim, and the terms upon which the
same may be compromised, and recommend-
ing that it be compromised upon the terms
%0 offered, and upon the recommendation
of the General Counsel for the Department
of the Treasury, the Secrotary of the Treasury
is authorized to compromise such clalm ac-
cordingly. But the provistons of this gection
thall not apply 10 dny claim arising undoes
the postal lawe.

§ 240.1 Compromise with General
Counsel's recommendation forwarded to
Secretary of the Treasury. ‘The report
of the special attorney or agent having
charge of any claim in favor of the
Unijted States, which has not been re-
ferred to the Department of Justice for
prosecution or defense in the courts, in
which an offer in compromise is made,
except clalms arising under the postal
laws, must be presented to the Genernl
Counsel for the Department of the Treas-
ury, who will forward the réport, with
his recommendation, to the Secretary of
the Treasury for final action.

§ 2402 Remittances on account of of-
fers in compromise. Remittances on
account of such offers in compromise
will not be accepted unless they are free
of all conditions, Remittances in the
form of checks, drafts or money orders
&hould be made payable to the ord:r of
the Treasurer of the United States. No
offer of « specific sum of money in com-
promise of any claim will be considered
under the above statute until such sum
shall have been received by the Treasury
and credited to Deposit Fund Account
“20X6870—OfTers in Compromise, Office
of the Secretary of the Treasury"”, and
the General Counsel is notified of such
credit, »

§240.3 Deposit of sums offered in
compromise. Moneys received in Wash-
ington, D. C., on account of offers in
compromise should be submitted by the
attorney or special agent having charse

2402

2403
2404
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of the claim along with the related docu-
ments to the General Counsel for the
Department of the Treasury. Moneys
received outside of Washington, D. C;,
on account of offers in compromise
should be deposited with a Federal Re-
serve bank or branch, or with a bank
deslgnated as a general depositary for
public moneys by the Secretary of the
Treasury, under regular procedures by
the attorney or special agent having
chayge of the claim, for credit to the
Deposit Fund Account “20X6870—Offers
in Compromise, Office of the Secretary
of the Treasury”. Certifizate of Deposit,
Standard Form No. 219, should be pre-
pared to show that the deposit is made
for account of the Investments Branch,
Division of Deposits and Investments,
Treasury Department, Washington 25,
D. C. At the time of the deposit the
related documents, including copy of the
Certificate of Deposit, should be for-
warded to thé General Counsel for the
Department of the Treasury. However,
if the attorney or agent having charge
of the claim elects to deposit the pro-
ceeds of the offer In compromise in the
Treasury to the credit of a suspense ac-
count under the control of his agency, a
check drawn on such account payable
to the T er of the United States
in the amount of the offer in compro-
mise should be forwarded with the re-
Inted documents to the General Counsel
for the Treasury Department. If the
offer in compromise is rejected, the
money will be returned to the proponent;
if accepted, it will be covered into the
Treasury.

. §2404 Power to withdraw or amend

regulations. The Secrelary of the Treas-
ury may withdraw or amend at any time
or from time to time tny of the fore-
going rules and regulations with or with-
out previous notice, and may make such
special orders as he may deem proper
in any case.

Dated: December 17, 1958.

[sear] JULIAN B, Bambp,
Acting Secretary of the Treasury.

[F. R. Doc. 58-10630; Filed, Dec. 22, 10588;
8:47 .1

ParT 250—PAYMENT ON ACCOUNT .OF
AWARDS OF THE FOREIGN CLAIMS SETTLE-
MENT COMMISSION OF THE UNITED
STaTES

FOREIGN CLATMS SETTLEMENT COMMISSION

The heading and § 250,1 of Part 250,
Subchapter A, Chapter II, Subtitle B,
Title 31 of the Code of Federal Regula-
tions of the United States, are revised by
substituting the words "“Foreign Clalms
§ettlcment Commission” for the words
“International Claims Commission®,

(R. 5, 161, as amended; 5 U. 8. C. 22)

Dated: December 17, 1958.

[sEAL] JuLiax B. Bamp,
Acting Secretary of the Treasury.
[P. B, Doc, 58-10531; Filed, Dec. 22, 1058;
847 a. m.}
No.240—7
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TITLE 36—PARKS, FORESTS, AND
MEMORIALS

Chapter lll—Corps of Engineers,
Department of the Army

ParT 311—PusLic Use oF CERTAIN
RESERVOIR AREAS

MISCELLANEOUS AMENDMENTS

The Secretary of the Army having de-
termined that the use of the Blakely
Mountain Reservoir Area,  Ouachita
River, Arkansas and the Cherry Creek
Reservolr Area, Colorndo, by the gen-
eral public for boating, swimming, bath-
ing, fishing and other recreational pur-
poses will not be contrary to the public
interest and will not be inconsistent with
the operation and maintenace of the
reservoirs for their primary purposes,
hereby prescribes rules and regulations
for their public use, pursuant to the pro-
visions of section 209 of the Flood Con-
trol Act of 1954 (68 Stat, 1266) and
amends the rules and regulations gov-
erning the public use of the Hord. Creek
Rezervolr Area, Texas, as follows:

1. Add new paragraphs (qqq)
(rrr) to §311.1:

v

§311,1 Areascovered. * * *

(qqq) Blakely Mountain Reservoir
Area (Lake Ouachita), Ouachita River,
Arkansas,

(rrr) Cherry Creck Reservoir Area,
Cherry Creek, Colorado.

2. In § 3114, add new subparagraphs
(45) and (46) to paragraph (a):

$311.4 Houseboals. (a) * * *

(45) Cherry Creek Reservoir Area,
Cherry Creek, Colorado.

(46) Hords Creek Reservoir Area,
Hords Creek, Texas.
|Regs. Dec. 2, 1958, ENGWO]
Stat. 1266; 16 U. 8, C, 4604)

[sEaL] R, V. Lee,
Major General, U. S. Army,
The Adjutant General,

|F. R. Doa: 58-10513; Piled, Doc, 22, 1958;
8:45a. m.}

and

(Sec. 200, 68

TITLE 33—NAVIGATION AND
NAVIGABLE WATERS

" Chapter Il—Corps of Engineers,
Department of the Army

PART 202—ANCHORACE RECULATIONS
NEWPORT BAY HARBDOR, CALIF,

Pursuant to the provisions of section 7
of the River and Harbor Act of March 4,
1015 (38 Stat. 1053; 33 U. 8. C. 471),
§ 202.212 establishing anchorage
in Newport ‘Bay Harbor, California, is
hereby amended by revising paragraph
(a) (2) redesignating the boundaries of
Temporary Anchorage C-2 and by add-
ing paragraph (a) (3) establishing
Anchorage C-3 for recreational.and
other small craft, as follows:

$202212 Newport Bay Harbor,
Calif —(a) The anchorage grounds.
L

(2) Temporary Anchorage C-2. A
parallelogram-shaped area, 100 feet wide
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and 400 feet long, lying 100 feet bayward
from and parallel to the existing pler-
head line, and adjoining and on the
north side of Anchorage C-3 described
in subparagraph (3) of this paragraph,

(1) Vessels may anchor temporarily in
Temporary Anchorages C-1 and C-2
when necessary and space permits, but
shall move promptly when the necessity
passes or upon order of the harbor
master.

(i) Vessels anchoring in: Temporary
Anchorages C-1 and C-2 shall comply
with all applicable Pilot Rules, including
that requiring anchor lights at night,

(iil) Floats or buoys for marking an-
chors or mooring in place and fixed
mooring piles or stakes are prohibited.

(3) Anchorage C-3. A parallelogram-
shaped area, 100 feet wide and 500 feet
long, lying 100 feet bayward from and
parallel to the existing plerhead line, and
c4joining and on the south side of Tem-
porary Anchorage C-2 described In sub-
paragraph (2) of this paragraph,

(1) This area is reserved for recreca-
tional and other small craft.

(i1) Fore and aft moorings will be al-
lowed In this area conforming to Orange
County Harbor Ordinance No. 490 and
other local harbor regulations for recrea-
tional and small eraft of such size and
alinement as permitted by the harbor
master,

(iii) All vessels using this area are re-
quired to maintain anchor lights from
sunset to sunrise,

{Regs., Dec. 10, 1958, 800212 (Newport Bay
Harbor, Callf.)—ENGWO| (Sec, 7, 38 Stat,
1053; 33 U, 8. C, 471)

[sear) R. V. Lee,
Major General, U. S. Army,

The Adjutant General,

[P. R. Doc. 58-10512; Filed, Dec. 22, 1058;
8:45 n. m.)

TITLE 39—POSTAL SERVICE

Chapter 1—Post Office Department

ParT 16—BULK MAILINGS
Pant 22-—SECOND CLASS

Pant 24—THirD CLASS
MISCELLANEOUS AMENUMENTS

The followink amendments shall be
effective January 1, 1059, except as other-
wise specifically provided therein,

1. In §16.1 Second-class publications
make the following changes:

a. Amend subdivision (v) of para-
graph (¢) (4) to read as follows:

(v) Divide the total advertising units
by the total units.

b. In subparagraph (6) of paragraph
(f) strike out the words “and the 1 cent
for each four ounce rate to Canada
(§22.1 (d) €1) of this chapter)”, which
appear in the second sentence thereof.

Note: The corresponding Postal Manual
sections are 126.154, 126.106.

(R. 8. 161, as amended, 396, as amended; §
U,8.C.22,369)

2. In Part 22 make the following
changes:
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a, In § 22.1 Second-class rates amend
paragraph (b) to read as follows:

(b) Outside the county of publica-
tion—(1) Al publications, except those
accepted at the special rate, or classroom
rate,

Jan. 3, Jan. 1, Jan, 1,
1950 100 1961
(conta per|(cents por; (oonts per
pound or | pound or | pound or
fraction | fraction | fraction
thareof)! | thureof)? | theevof)?
Nomadvortising portion. 21 2.3 28
Advertising portion:
First and second zones, 23 26 30
Third 2006 oo e 30 3.5 4.0
Fourth rons 4.5 52 6.0
Fitth rone.. 6.0 7.0 %0
Sixth gono, . 7 8.7 10.0
Eoventh zono. . L. 9.2 1.0 12.0
Elghth 2000 . coueeeas Lo 2.5 140

T Minimom M eent per copy,
M inimum S% cent per copy,
? Minlmum 34 cont per copy,

(2) Special rate publications, Issued
by religious, educational, scientific, phil-
anthropic, agricultural, labor, veterans',
or Ifraternal organizations or associa-
tions not organized for profit and none
of the net income of which inures to
the benefit of any private stockholder
or individual, when specifically author-
ized by the Department: Reading and
advertising portions combined: 1'% cents
per pound (minimum % cent per copy).

(3) Classroom pubdblications. Rell-
glous, educational, or scientific publica~
tions designed specifically for use in
school classroom or in religious instruc-
tion classes:

Cents per
pound

Nonadyvertising portion. e cmccacecas 1.6

Advertising portion: *

First and second 2ONeS. e emeewen 1.6
Gy ] R A A PR e 2
R R e o i i e 3
a0 e RS GRS R 4
BIXth BONe oo caaee 5
Seventh mone.. 6
BIBRED NG et 7

I Minimum 1, cent per copy.

b. In §22.3 Applications for second-
class privileges amend subparagraphs
(1) and (2) of paragraph (¢) to read as
follows:

(1) Publishers of newspapers or perl=
odicals of nonprofit religious, educa-
tional, scientific, philanthropic, agricul-
tural, labor, veterans’, or fraternal
organizations or associations may file ap-
plications by letter to the postmaster for
the special rate. See §22.1 (b (2).
They must submit evidence to establish
their nonprofit status, and to show that
they come within one of the categories
stated.

(2) Publishers of religious, educa-
tional, or scientific publications de-
signed for use in school classrooms or in
religious instruction classes may file ap-
plications by letter to the postmaster for
the special rates for such publications.
See §22.1 (b) (2). They must also sub-
mit evidénce showing that thelr publie
cations are of this character and for the
uses stated.

RULES AND REGULATIONS
Nore: The corresponding Postal Manual
sections are 132.12, 152.33,

(R. 8. 161, as amended, 396, as amended, see,
2, 65 Stat. 672, as amended; 5 U. 8. C. 23,

chang

3. In Part 24 make the following
(- H
a. Amend § 24.1 Rates to read as fol-
ows:

369; 89 U. 8. C, 280a) §24.1 Rates.
Rate
Kind of mail - SINGLE XATE

Books and catalogs, having 24
puges or more (at least 22 of
which sre printed); seeds,
cuttings, bulbs, rocts, clons,
and planta,

fraction,

per pisce,

3 cents first 2 ounces, 14 conts each additional ounce or

BULK RATE (see §24.4 (b))

10 cents each pound or fraction; 2 cents minimum charge

(Effective July 1, 1060, the minimum charge

per plece will be 214 cents.)
If 5 pleces welgh—
1 pound or less pay 2 ¢ents each plece,
‘More than 1 pound pay 10 centg each pound.

For authorized nonprofit arganizations
10 cents each pound or fraction; 1 cent minimum charge

peor piece,

per plecoe will be 114 cents,)
If 10 pleces welgh—

(Effective July 1, 1960, the minimum charge

1 pound or less, pay 1 cent each plece.
More than 1 pound pay 10 cents each pound.

Ciroulars and other printed
matter, merchandise,

SINGLE RATE

3 cents first 2 ounces; 1} cents each additional ounce or
Ifraction of an ounce.

BULK RATE (see § 244 (b))

16 cents each pound or fraction; 2 cents minlmum charge

per plecs,

(Effective July 1, 1960, minimum charge per

plece will be 214 cents.)
If 8 ploces weigh—
1 pound or less, pay 2 cents each plece,
More than 1 pound, pay 16 cents each pound.

For authorized nonprofit organizations
16 cents each pound or fraction; 1 cent minimum charge

per plece,

(Effective July 1, 1060, the minimum charge

per plece will be 14§ cents.)
If 16 pleces welgh—
1 pound or less, pay 1 cent each plece,
More than 1 pound, pay 16 cents each pound.

Rate

Any article of odd size or form. 3 cents minimum per plece (applicable only when regular

charge does not exceed 3 cents),

(Effective May 1, 16569,

the minimum charge per plece will be 6 cents.)

Keys and identification devices
(mailed without cover under
conditions in §24.2 (a) (3)).

Transient coples of Congres-
sional Record malled at
Washington, D. C.

5 cents ench 2 ounces.

1 cent per copy (unsealed)

b. In $§242 Classification subpara-
graph (3) of paragraph (b), as amended,
effective July 1, 1959, by Federal Register
Document 54-4729, 22 F. R. 4053, is fur-
ther amended to read as follows, effec-
tive July 1, 1959:

(3) The minimum charge for pleces of
odd size or form applies to articles mailed
singly or in bulk when:

(i) The address side exceeds 9 inches
in width or 12 inches in length.

(i1) The address side of articles other
than envelopes or cards is less than 23§
inches in width or 4 inches in length.
See § 243 (b) for minimum size for en-
velopes and cards.

(i) They are not rectangular.

(iv) Their contents cause a hump or
other uneven surface which prevents
stacking or tying in packages.

(v) They are enclosed in bags.
ta(m They are addressed by means of

5.

c. In § 243 Weight and size limitations
paragraph (b), as amended, effective
July 1, 1959, by Federal Register Docu-
ment 57-4729, 22 F. R. 4053, and by Fed-
eral Register Document 58-8131, 23 F. R,
7671, is further amended to read as fol-
lows, effective July 1, 1959:

(b) Size. Envelopes and cards which
measure less than 23§ by 4 inches In
either dimension are nonmailable, There
are no other size restrictions.

d. In §24.4 Payment of postage and
markings required amend paragraphs
(a) and (b) to read as follows:

(a) Single-piece mailings. Malilers
of third-class mall at other than bulk
rates may: (1) Use any method of pay-
ing postage; and (2) mail any number of
pleces at one time, unless permit imprints
are used. See § 34.5 of this chapter.

(b) Bulk mailings Third-class mat-
ter mailed at bulk ra.es may not be reg-
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fstered or insured, and it may not be sent
CcOD or as certified mall, Instructions
for mailing are contained in § 16.2 of this
chapter. The following fees, permits,
and markings are required:

(1) Annual fee. A fee of $20 must be
paid each calendar year. Lettershops
must pay the $20 fee for each customer
for whom mailings are made, unless each
customer pays it. This fee is separate
from the $10 fee that must be pald for o
permit to mall under the permit imprint
system. See §34.1 (a) of this chapter.

(2) Postage permits required. Postage
must be prepald by:

FEDERAL REGISTER

(1) Meter stamps. See Part 33 of this
chapter,

(i) Precanceled stamps or precan-
celed stamped envelopes. See Part 32 of

chapter.

(iii) Permit imprints (cash). Seec Part
34 of this chapter.

(3) Markings regquired. JIdentifying
words as follows must be printed either
{n or immediately adjacent to permit im-
prints, meter stamps, or precanceled
stamps:

(i) Bulk rate or the abbreviation “Blk.
RU.” by mallers other than nonprofit
organizations,
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(i) Nonprofit Organization or the ab-
breviation “Nonprofit Org.” by author-
ized nonprofit organizations which mail
at the 50 percent reduction in the mini-
mum per piece charge.

Nore: The corresponding Postal Manual
sections are 134.1, 134.22, 134 32, 134.41, 134.42.
(R, 8. 161, as amended, 396, as amended,
gec. 3. 65 Stat. 073, as amended; 5 U. 8. C.
22, 309; 39 U. 8. C. 200n-1)

[seavn) Heaoert B, WARRURTON,
General Counsel,

[F. R. Doc. 58-10523; Filed, Dec. 22, 1058;
8:46 a. m. ]

PROPOSED RULE MAKING

DEPARTMENT OF THE TREASURY
Internal Revenue Service
[ 26 CFR (1954) Part 401

MANUFACTURERS AND ReTArLERS EXCISE
TaAxES

NOTICE OF HEARING ON PROPOSED
REGULATIONS

Proposed regulations under sections
4141, 4142, 4151 and 4152 of the Internal
Revenue Code of 1954, relating to ex-
cise tax on radio and television sets,
phonographs, phonograph records and
musical instruments, and under section
4220 of the 1954 Code relating to exemp-
tion from excise tax for articles sold for
use In further manufacture, were pub-
lished In the issue of the Feperan REGIS-
Ten for Friday, October 10, 1958. In re-
sponse to these notices of proposed rule
making, one or more interested parties
have submitted comments and sugges-
tiong pertaining to these proposed regu-
lations, and have requested an opportu-
nity to comment orally at a public hear-
ing on these proposed regulations.

Notice is hereby given that a public
hearing on these proposed regulations
will be held on Thursday, January 8,
1959, at 10:00 &, m,, e. 8. t,, iIn Room 3313,
Internal Revenue Building, 12th and
Constitution Avenue NW., Washington,
D. C. Al interested persons who plan
to attend the hearing are requested to
50 notify the Commissioner of Internal
Revenue, Attention: T:P, Washington
25, D. C,, at least three days prior to the
date fixed for the hearing.

[sEav) MAavrice LEWIS,
Director,
Technical Planning Division,
Internal Revenue Service,

[F. R Doc, 58-10516; Filed, Dec. 22, 1058;
8:45 a, m.}

[ 26 CFR (1954) Part 40 ]

MANUFACTURERS AND RETAILERS EXCISE
TAXES

NOTICE OF HEARING ON PROPOSED
RECULATIONS

wl’mpoeed regulations under sections
61, 4062 and 4063 of the Internal Rev-

enue Code of 1954, relating to excise tax
on motor vehicles were published in the
{ssue of the FeperaL Rroister for Satur-
day, November 8, 1958, In response to
this notice of proposed rule making, one
or more interested parties have sub-
mitted comments and suggestions per-
taining to the proposed regulations, and
have requested an opportunity to com-
ment orally at a public hearing on the
proposed regulations.

Notice is hereby given that a public
hearing on the proposed regulations will
be held on Wednesday, January 7, 1959,
at 10:00 a. m., e. s. £, in Room 3313, In-
ternal Revenue Building, 12th and Con-
stitution Avenue NW., Washington, D. C.
All interested persons who plan to at-
tend the hearing are requested to so
notify the Commissioner of Internal
Revenue, Attention: T:P, Washington
23, D. C., at least three'days prior to the
date fixed for the hearing.

[sEAL] MAURICE LEwWrs,
Director,
Technical Planning Division,

Internal Revenue Service.

[F. R. Doc, §8-10517; Filed, Dec, 22, 1958;
8:45 n. m.)

DEPARTMENT OF AGRICULTURE
Agricultural Marketing Service

[ 7 CFR Parts 925, 1008 1
[Docket Nos. AO-275-A4, AO-226-AS5]

MiLx 1N INLAND EMPIRE AND PUGET SOUND,
WASHINGTON, MARKETING AREAS

DECISION WITH RESPECT TO PROPOSED
AMENDMENTS TO TENTATIVE MARKETING
ACREEMENTS AND TO ORDERS

Pursuant to the provisions of the
Agricultural Marketing Agreement Act
of 1937, as amended (7 U. 8, C. 601 et
seq.), and the applicable rules of prac-
tice and procedure governing the formu-
lation of marketing agreements and
marketing orders (7 CFR Part 900), a
public hearing was held at. Seattle,

' Washington, on September 30, 1958, pur-

suant to notice thereof issued on Seplem-
ber 11, 1958 (23 F. R. 7136).

Upon the basis of the evidence intro-
duced at the hearing and the record
thereof, the Deputy Administrator, Agri-

cultural Marketing Service, on November
13, 1958 (23 F. R. 8989) filed with the
Hearing Clerk, United States Depart-
ment of Agriculture, his recommended
decislon containing notice of the oppor-
tunity to file written exceptions thereto,

The material issues on the record of
the hearing relate to:

(1) Revision of the provisions-of each
order relating to the computation of
value of milk, as such provisions apply
to Class I milk distributed from a Puget
Sound regulated plant to outlets in the
Inland Empire marketing areq.

(2) Modification of the supply-de-
mand adjuster to the Class I price in the
Inland Empire marketing area.

(3) Revision of the Inland Empire
order to remove the seasonal limitation
on the disposal of skim milk for livestock
feed as Class IT milk.

(4) Modification of the delivery per-
formance requirements for pool status
under the Inland Empire order.

(5) The need for emergency action
justifying omission of a recommended
decision.

In view of the conclusions reached
herein, no amendments to the Puget
Sound, Washington, order are adopted
on this record,

Findings and conclusions, The fol-
Jowing findings and conclusions on the
material issues are based on evidence
presented at the hearing and the record
thereof:

(1) The respective orders should not
be revised to accommodate payments
into the producer-settlement fund of the
Inland Empire order of certain monies
accruing from the distribution of fluid
milk in the present Inland Empire mar-
keting area from a plant subject to the
Puget Sound order.

A grocery chain operating retail stores
in both the Puget Sound and Inland
Empire marketing areas has announced
its Intention to begin supplying milk to
stores in the Inland Empire market from
its Nluid milk processing plant located
at Bellevue, Washington, in District No,
1 of the Puget Sound marketing area.
Such milk would be packaged under the
brand name used by the grocery chain,
Heretofore, all milk distributed through
such company’s stores in the Inland
Empire market has been processed by
other Inland Empire handlers and sold
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from the stores under the individual
brand names of such handlers. For
some time in the future, at least, the
grocery chain would continue to display
not less than one brand In addition to its
own at the stores in the Inland Empire
market. With no change in order pro-
visions the expected result of this change
{n company policy is a loss of market for
@ portion of the Inland Empire producer
milk supply and a corresponding gain
in Class I sales for Puget Sound pro-
ducers, who furnish the milk supply for
the company’s processing plant at
Bellevue.

Because of these circumstances pro-
ducer organizations in the Inland Em-
pire market propose that “credits” to
handlers under § 100870 (a) (7) be
broadened to apply to milk transferred
from a Puget Sound order plant on
routes or to stores in the Inland Empire
market. Under the proposal such credits
would not apply at any time the Puget
Sound market is short of a full supply
to cover its own needs. The purpose of
the proposal is to mitigate the impact
on the returns to Inland Empire pro-
ducers of the loss of sales expected.

This proposal was supported in its
major aspects by the principal producer
organizations in the Puget Sound market
through a proposal to effect necessary
correlating amendments to the Puget
Sound order. As the result of the re-
specotive proposals, producers in the In-
land Empire market would receive the
Inland Empire order Class I price com-
puted for the location of the bottling
plant in the Puget Sound marketing area
with respect to Class I milk distributed,
as Indicated above, from a Puget Sound
bottling plant on routes or through store
outlets In the present Inland Empire
market, and the difference between such
zone location Class I price and the Class
I price under the Puget Sound order
would be pald to Puget Sound producers.
It was estimated by proponents that the
Puget Sound producers of the milk so
distributed would net approximately 60
cents per hundredweight more than the
Puget Sound Class II price with respect
to such mitk as compared with the $1.65
differential over the Class II price re-
celved on other Class I milk distributed
from plants in District No, 1 of the
marketing area.

The immediate volume of milk to be
involyed in the contemplated movements
from the Puget Sound market to store
outlets in the Inland Empire market is
estimated at 4,100 gallons or 35,260
pounds per week. Other things equal,
the immediate impact on the Inland
Empire uniform price from loss of this
volume would amount to 2.5 cents per
hundredweight (not including the effect
resulting from a necessary change in the
supply-demand adjustment). The pro-
posal, as made by producer groups,
allows, however, for a location adjust-
ment to the Bellevue, Washington, plant
Jocation. Such location adjustment was
calculated, on the basis of the above
volume, at 0.8 of a cent on the Inland
Empire uniform price. The net reduc~
tion in the Inland Empire uniform price,
after consideration of this adjustment,
would be 1.7 cents per hundredweight.

PROPOSED RULE MAKING

Proponents do not contend that the
Puget Sound plant operator has a price
advantage in the distribution of milk in
the Inland Empire market. In fact, they
stated that the relationship of current
order prices in the two markets is such
that transportation costs for the dis-
tance between the markets probably
would prohibit effectively the establish-
ment of routes by Puget Sound handlers
in the Inland Empire market on a com-
petitive basis, since the location Class I
price under the Inland Empire order,
i. e., f. 0. b. Bellevue, Washington, is less
than the Puget Sound Class I price at
that point.

The Inland Empire order, as in the
case of other orders of this type, affords
price protection to producers for the
milk they dellver to handlers. The order
does not guarantee, however, any pro-
ducer, or group of producers, of 8 market
outlet for mlilk or a particular level of
Class I sales. Given price protection at
a reasonable level, nearby producers
must compete for market outlets with
other milk fairly priced. Under its com-
pensatory payment provisions the In-
land Empire order prevents milk com-
pletely unregulated and unpriced to take
price advantage of producer milk in the
regulated market. The pricing of milk
by the Puget Sound order similarly pro-
tects the Inland Empire producer from
price disadvantage in relation to that
market,

Class and weighted average uniform
prices to producers under the Inland
Empire order have varied from month
to month since the o#der has been in
effect (by as much as 29 cents per hun-
dredweight from one month to the next)
and will continue to do s0. The delivery
of 2 percent more milk by producers
would have as great an Impact on the
uniform price as the decrease in sales
anticipated from the importation of
Puget Sound milk. Changes in the sup-
ply-Class I sales relationship is affected
by many factors, some of which may be
fully as important in determining the
ultimate level of producer returns as the
loss of the sales outlet complained of in
this proceeding. For example, the gain
or loss of an institutional contract for
Class I milk by a regulated handler
could have as significant an effect on
the uniform price, and the gain or loss
of s:les involved could be equally perma-
nent.

At the present time Class I milk sales
are increasing in relation to supplies in
the Inland Empire market 2s evidenced
by recent plus supply-demand adjust-
ments (of 20 cents in October and 10
cents in November) to the Class I price,
official notice of which Is teken. A plus
adjustment reflects a supply level for the
month less than that determined as
needed to fulfill all market requirements
for Grade A milk. Thus, the severity of
the problem presented 15 minimized by
recent events,

In view of the above considerations,
it is concluded that proposals Nos. 1 and
5 set forth in the notice of hearing should
not be adopted.

Proponents further testified that if
such proposals were not adopted, it
would be necessary to move producer

this end, if necessary.

milk from the Inland Empire market to
the Bellevue plant in the Puget Sound
market for processing, such milk to be
returned by the grocery company to the
Inland Empire marketing area in botiled
form for sale in its stores there. The
grocery chain representative indicated
the willingness of his company to coop-
erate with Inland Empire producers to
Milk =0 moved
would travel approximately 300 miles
from farm to processing plant and an
equal distance from processing plant to
point of sale in bottled form. On the
other hand, by utilizing milk produced
in the Puget Sound milkshed for this
purpose some farm to plant transporta-
tion expense on milk could be avoided.

Amendment of the Puget Sound order
to accommodate movements of produc-
ers' milk from the Inland Empire mar-
ket for processing in a Puget Sound
plant, without inélusion of such milk in
the Puget Sound pool, could be con-
strued as intending to encourage such
movements. Such practice, which un-
doubtedly would be & costly arrangement
to both.the Inland Empire producers
and the Puget Sound handler involved.
would place such producers and handler
in an adverse position relative to other
producers and handlers, respectively, in
the Inland Empire market, and the
record does not reveal how such an ar-
rangement could be expected to solve
the problem over the long term.

(2) The Inland Empire order should
not be revised to provide for inclusion
of Class I sales in the marketing arca
by nenpool plants in the computation of
the supply-demand adjuster to the Class
I price.

The Inland Empire order provides that
when the supply-demand ratio (as com-
puted from receipts and Class I sales of
the second and third preceding months)
varies from the standard utllization
factor, the Class I price shall be in-
creased or decreased, as the case may be,
five cents per hundredweight for each
full percentage point of such variation
with the limitation that the Class I
price shall not be inereased or decreased
more than 50 cents per hundredweight
for any month because of the supply-
demand adjuster,

Producers from the Inland Empire
marketing area proposed that provision
be made to include Class I sales made in
the marketing area from nonpool plants
in computation of the supply-demand
ratio, in order to reduce the impact on
producer prices resulting from the loss
of Class I sales anticipated if the gro-
cery chain, as referred to above, carries
out its announced intention to procure
milk from its Puget Sound pool plant.
In support of their proposal Inland Em-
pire producers stated that the greatest
impact on producer returns reésulting
from effectuation of the announced
change in procurement policy would be
brought about through the operation of
the supply-demand adjuster, by suddenly
reducing the Class I price for all Class
I milk to a level below that warranted
by the loss of the store sales involved and
without providing opportunity for pro-
ducers to make an adjustment to the new
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conditions so as to maintain producer
returns at a satisfactory level.

The primary purpose of the supply-
demand adjuster is to equate as nearly
as practicable market supply and de-
mand of Grade A milk. To relate regu-
lar Class I sales made from another
major market to producer supplies in
this market in determining the Class I
price would tend to create supplies for
which no -market for local producers
exists, and thus increase their surplus
disposal problem.

If the grocery chalin initiates its an-
nounced procurement program, the
Class I price under the Inland Empire
order may be lowered somewhat as a
result of the supply-demand adjuster.
It is not possible at this time to appraise
wifh any certainty the effect that the
contemplated change will have on the
Inland Empire situstion. Neither is It
possible to appraise the extent to which
handlers may find additional outlets for
Class T milk in the near future or the
extent to which production will change
in relation to demand. As previously
pointed out, local production is relatively
low in relation to Class I sales at this
time. Even if the change in procure-
ment policy Is adopted, it would not, at
the outset at least, put production seri-
ously out of balance with the remainder
of Ciass I sales in the market. In view
of these circumstances, it is concluded
that no action should be taken to revise
the supply-demand formula at this time.

Should & greater change than that an-
ticipated occur and the need arise to
assist producers In making appropriate
adjustment. to the new condition in
order that stable and orderly marketing
may be maintained, measures to deal
with such  an occurrence could be con-
sldered at that time.

(3) The conditions under which skim
milk disposed of for livestock feed may
be classified as Class II milk should be
revised.

At the last hearing on order amend-
ments, producer organizations supported
the year-round classification as Class II
milk of skim milk dumped on the basis
that price hardship could be imposed on
handlers with relatively small volumes of
excess milk at any given time, It is not
ecconomically feasible in this market to
move small quantities of skim milk the
distances required to effect disposition
to a nonpool plant for manufacturing
purposes,

At the present time, skim milk dis-
posed of for livestock feed may be classi-
fied as Class II milk only if so disposed
of during April, May, June or July. Pro=-
ducers contend that skim milk for live-
stock feed should be treated on the same
classification basis as skim milk dumped
and so intended by their’testimony at
the prior hearing. The record of such
hearing, however, did not disclose the
application of such testimony to the
matter now under consideration. Pro-
ducers now clarify their case and point
also to the probability that additional
volumes of skim milk will be available
for surplus disposal because of the con-
templated loss of Class I sales to milk
imported from the Puget Sound market=
Ing area previously discussed in this
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1t is concluded that adoption of the
proposal, which would provide for tHe
inclusion of skim milk for livestock feed
in Class IT milk each month of the year,
will assist in the orderly marketing of
reserve supplies of milk.

(4) The dellvery performance stand-
ards applicable to distributing plants for
pool plant status should be modified.

The order was amended on October
1, 1857, to provide certain delivery per-
formance standards for plants to qualify
for pool status. In this commection it
was concluded that, to qualify as a pool
plant, a distributing plant should be re-
quired to have distribution on routes in
the marketing area to the extent of 20
pércent or more of its monthly receipts
of Grade A milk from dairy farmers and
other plants. In addition, such a plant
must have at least 50 percent of its Class
I milk distributed on routes either inside
or outside the marketing area. Official
notice is taken of the supporting reasons
for such provisions as set forth in the
decision of the Assistant Secretary issued
September 10, 1957 (22 F. R. 7326).

A producer organization now proposes
that the 50 percent requiremént on Class
I milk disposition for a distributing plant
be reduced to 40 percent of such disposi-
tion in any month. As an alternative,
the proposal would reduce the percentage
requirement in this manner during the
months of seasonally large milk deliv-
eries by producers. Proponent states
that the 40 percent minimum require-
ment would be more appropriate in the
future in view of seasonal production
changes on the part of regular producers
and the probability of shipments to the
market from the Puget Sound area for
Class I use, as previously discussed.

At one time when suppliés were season-
ally large, certain of the handlers im-
posed a quota system on their producers
and restricted dairy farm receipts of
milk. This was done in order to avoid
faliing below the 50 percent requirement,
and thus having thelr plants eliminated
from the pool. Undue hardship on both
the producers and handler involved
could result from repetition of such oc-
currence. On the other hand, the re-
quirement should not be so lax as to
induce unnecessary quantities of milk
for the purpose of diluting the pool.

In view of past temporary restrictions -

placed on producer deliveries, and the
adjustments which will have to be made
by producers and thelr organizations to
meet the new circumstance of packaged
milk receipts from the Puget Sound area
to be sold in competition with locally-
produced milk, it is concluded that the
performance requirements for distribut-
ing plants should be relaxed In part- A
reduction for the period February
through August, inclusive, in the Class I
disposition requirement to 40 percent
of the distributing plant’s receipts of
Grade A milk from producers in lieu of
50 percent of such plant's total yreceipts
of Grade A milk will accomplish the de-
sired objective and yet not cause undue
dilution of the pool by attracting supplies
not normally associated with the market.
Omission of receipts from other plants
in the percentage calculation will facill-
tate the interplant movement of milk
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when necessary for its disposition in
Class IT uses. It isso provided.

(5) The need for emergency action
does not justify omission of the recom-
mended decision in this proceeding.

The notice of hearing stated that con-
sideration would be given to the question
of whether economic and marketing con-
ditions require emergenty action with
respect to any or all the amendments |
deemed necessary as the result of the
hearing., Action under the promulga-
tion procedure described above was re-
quested at the hearing and no opposition
was registered to the use of such emer-
gency procedure. However, in view of
the conclusions reached with respect to
the principal proposals considered at the
hearing and the nonemergency nature
of the other proposals, It is determined
that emergency promulgation procedure
should not be adopted.

Rulings on proposed findings and con-
clusions. A brief and proposed findings
and conclusions were filed on behalf of
certain interested parties in the market,
The brief, proposed findings and con-
clusions and the evidence in the record
were considered in making the findings
and conclusions set forth above, To the:
extent that the suggested findings and
conclusions filed are inconsistent with
the findings and conclusions set forth
herein, the request to-make such findings
or reach such conclusions is denied for
the reasons previously stated in this
decision,

General findings. The findings and
determinations hereinafter set forth are
supplementary and in addition to the
findings and determinations previeusly
made in connection with the issuance of
the Inland Empire order (No. 108), and
of the previously issued amendments
thereto; and all of said previous findings
and determinations are hereby ratified
and affirmed, except Insofar as such find-
ings and determinations may be in con-
flict with the findings and determina-
tions set forth herein.

(@) The tentative marketing agree-
ment and the order, as hereby proposed
to be amended, and all of the terms and
conditions thereof, will tend to effectu-
ate the declared policy of the Act;

(b) 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, available supplies of feeds, and
other economic conditions which affect
market supply and demand for milk In
the marketing area, and the minimum
prices specified in the proposed market-
ing agreement and the order, as hereby
proposed to be amended, are such prices
as will reflect the aforesaid factors, in-
sure & sufficient quantity of pure and
wholesome milk, and be in the public
interest; and

(o) The tentative marketing agree-
ment and the order, as hereby proposed
to be amended, will regulate the han-
dling of milk in the same manner as, and
will be applicable only to persons in the
respective classes of industrial and com-
mercial activity specified in, a marketing
agreement upon which a hearing has
been held.

Rulings on erceptions. In arriving at
the findings and conclusions, and the
regulatory provisions of this decision, *
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each of the exceptions received was care-
fully and fully considered in conjunction
with the record evidence pertaining
thereto. To the extent that the findings
and conclusions, and the regulatory
provisions of this decision are at variance
with any of the exceptions, such excep-
tlons are hereby overruled for the rea-
sons previously stated in this decision,

Marketing agréeement and order. An-
nexed hereto and made a part hereof are
two documents entitled, respectively,
“Marketing Agreement Regulating the
Handling of Milk in the Inland Empire
Marketing Area”, and “Order Amending
the Order Regulating the Handling of
Milk in the Inland Empire Marketing
Area”, which have been decided upon as
the defailed and appropriate means of
effectuating the foregoing conclusions.

No marketing agreement or order
amendment relating to the Puget Sound,
Washington, Order No, 25 is annexed
hereto since it has been determined in
the decision that no change should be
made in such regulation as the result of
this hearing.

It is hereby ordered, That all of this
decision, except the attached marketing
agreement, be published in the Feperan
Recister. The regulatory provisions of
said Inland Empire marketing agreement
are identical with those contained in the
order as hereby proposed to be amended
by the attached order which will be ptib-
lished with this declsion.

Determination of representative period,
The month of October 1958 is hereby
determined to be the representative
period for the purpose of ascertaining
whether the issuance of the attached
order amending the order regulating the
handling of milk in the Inland Empire
marketing area, is approved or favored
by producers, as defined under the terms
of the order as hereby proposed to be
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amended, and who, during such repre-
sentative period, were engaged in the
production of milk for sale within the
aforesaid marketing area.

Issued at Washington, D, C., this 18th
day of December 1958.

[sEAL] True D. MORse,
Acting Secretary.

Order® Amending the Order Regulating
the Handling of Milk in the Inland
Empire Marketing Area

§ 10080 Findings and determinations.
The findings and determinations herein-
after set forth are supplementary and in
addition to the findings and determina-
tions 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 aflirmed, except insofar as such find-
ings and deferminations may be in con=
flict with the findings and determina-
tions set forth herein.

(a) PFindings upon the dbasis of the
hearing record. Pursuant to the provi-
sions of the Agricultural Marketing
Agreement Act of 1937, as amended (7
U. 8. 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 Inland Empire marketing area,
Upon the basis of the evidence introduced

“at such hearing and the record thereof,

1t Is found that:

(1) The said order as hereby amended,
and all of the terms and conditions
thereof, will tend to effectuate the de-
clared 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, available supplies of feeds,
and other economic conditions which
affect market supply and demand for
milk in the said marketing area, and the
minimum prices specified in the order as
hereby amended are such prices as will
reflect the aforesaid factors, insure a
sufficient quantity of pure and whole-
some milk, and be in the public interest:

(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
industrial or commercial activity speci-
fled In, a marketing agreement upon
which a hearing has been held.

Order relative to handling. It is
therefore ordered, that on and after the
effective date hereof, the handling of
milk in the Inland Empire marketing
area shall be in conformity to and in
compliance with the terms and condi-
tions of the aforesald order, as herchy
amended, and the aforesaid order is
hereby amended as follows:

1. Delete the proviso in §1008.8 (n)
and substitute therefor the following:
“Provided, That the total quantity of
Class I milk disposed of from such plant
during the month either inside or outside
the marketing area on routes {s not less
than 40 percent of such plant's receipts
of milk from producers in any of the
months of February through August, in-
clusive, and not less than 50 percent of
such plant's receipts of milk from pro-
ducers in any of the months of Septem-
ber through January, inclusive; or"

2. Delete from § 100841 (b) (2) the
words “during the months of April, May,
June or July.”

[¥. R. Doc. 58-10538; Filed, Dee, 22, 1058;
8:48 a.m.]

DEPARTMENT OF THE TREASURY

Foreign Assets Control

HAIR OF CERTAIN ANIMALS, COTTON AND
S1LK WAsTE AND CARPET WOOL IMPORTA-
TION FROM COUNTRIES NOT IN AUTHOR-
I1zED TRADE TERRITORY

APPLICATIONS FOR LICENSES

Notice is hereby given that the Treas-
ury Department is now prepared to con-
sider applications for licenses under the
Foreign Assets Control Regulations (31
CFR 500,101 to 500.808) for the impor-
tation during 1959 of limited quantities
of the following commodities from coun-
tries (other than Communist China and
North Korea) not in the authorized trade
territory: y
Badger hair,

Camel hatr.

Carpet wool.

Cotton waste.

Goat halr,

Hors¢ mane halr, horse tall halr and other
horse hair,

NOTICES

Silk waste.
Yak hair,

Applications must be filed on or before
January 5, 1959.

Any person interested in importing any
of the above-named commodities from a
country (othér than Communist China
and North Korea) not in the authorized
trade territory may obtain additional
information and license application
forms from the Forelgn Assets Cantrol,
Treasury Department, Washington 25,
D.C.

Attention is directed to the fact that
the term “authorized trade territory” is
defined in § 500.322 of the Foreign Assets
Control Regulations and that the term
“countries (other than Communist China
and North Korea) not in the authorized
trade territory” as used herein includes

iThis order shall not become effective
unless and until the requiremonts of § 900.14
of the rules of practice and procedure gov-
erning proceedings to formulsate marketing
agreements and marketing orders have been
met.

Albania, Bulgaria, Czechoslovakia, the
Eastern Zone of Germany, the Eastern
Sector of Berlin, Estonia, Hungary, Lat-
via, Lithuania, Outer Mongolia, Poland,
Rumania, the Union of Soviet Socialist
Republics, and Viet-Nam (only those
areas under Communist control) .
[sEAL] EvLTiNe ARNoLD,
Acting Director,
Foreign Assets Control.

[F. B. Doc, 68-10609; Filed, Dec. 22, 1008;
8:54 n, m.)

DEPARTMENT OF COMMERCE

Maritime Administration

TrADE RoUTE No. 6; U, S, NortH Ar-
LANTIC/SCANDINAVIA AND BALTIC

NOTICE OF ADOPTION OF CONCLUSIONS AND
DETERMINATIONS REGARDING ESSENTIAL-
ITY AND UNITED STATES FLAG SERVICE RE-
QUIREMENTS

Notice is hereby given that the Marl-
time Administrator has adopted as final,
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his tentative conclusions and determina-
tions reg the essentiality and
United States flag service requirements
of Trade Route No. 6, as published in the
FroeraL REcIsTER issue of October 24,
1058 (23 F. R. 8213).

Dated: December 18, 1058,

By order of the Maritime Administra-
tor.

[sEAL] James L, PIMPER,
Secretary.
|P. R. Doc. 58-10535; Piled, Dec, 23, 1958;

8:48 a. m.]

CIVIL AERONAUTICS BOARD
[Docket No, 10067}
DomesTic CARGO-MAIL SERVICES
NOTICE OF PREHEARING CONFERENCE

Notice is hereby given that a prehear-
ing conference in the above-entitled in-
vestigation (see Order No. E-13272) Is
assigned to be held on January 8, 1959,
at 10:00 a. m., e. s, t, in Room E-224,
Temporary Building No. 5, 16th Street
and Constitution Avenue NW,, Washing-
ton, D. C.,, before Examiner F, Merritt
Ruhlen.

Dated at Washington, D, C., December
17, 1958.

[sEaL) Francis W. Brows,
Chief Examiner,
[P, R. Doc, 58-10541; Filed, Dec, 22, 1958;
8:49 a. m.)

[Docket No, 9628

NATIONAL AIRLINES, INC.: ENFORCEMENT
PROCEEDING

NOTICE OF POSTPONEMENT OF HEARING

In the matter of contest activities of
National Alirlines, Ine., enforcement
proceeding,

Notice Is hereby given that the hear-
ing in the above-entitled matter is post-
poned until January 12, 1959 at 10 a. m.,,
2. 8. L, in Room E-224, Temporary Bulld-
ing No. 5, 16th Street and Constitution
Avenue NW., Washington 25, D. C., be-
fore Examiner F. Merritt Ruhlen.

Dated at Washington, D. C., December
17, 1058,

[sEAL) Fraxcis W. Brows,
Chief Examiner.
(F. R. Doc. 58-10542; Plled, Dec. 22, 1068;
8:40 a. m.)

FEDERAL. COMMUNICATIONS

COMMISSION _

[Docket No, 9308 ote.. FCO 58M-1453]
GrALLA AND GRALLA ET AL
ORDER CONTINUING HEARING

_In re applications of Isador Gralla
“nd Jay Gralla, d/b as Gralla and Gralla,
Tujunga, California, Docket No. 9398,
File No. BP-§763; Cannon System, Ltd.
NKIEW. Glendale, California, Docket
B 9401, Pile No. BP-7260; South Coast

roadeasting Co., Laguna Beach, Cali-

’

FEDERAL REGISTER

fornia, Docket No. 12640, File No. BP-
9912; Robert D. Lamb and Charles R.
Dooley, d/b as Southland Communica-
tions Co., Anaheim, California, Docket
No. 12641, File No. BP-10725; J. J. Flan-
fgan, Fontana, California, Docket No.
12642, Pile No. BP-10867;, Gordon A.
Rogers, Colton, California, Docket No.
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WTVW, Evansville, Indiana, should not
be modified to specify operation on
Channel 31 in leu of Channel 7; Docket
No. 11757,

Upon verbal request of all counsel:
It is ordered, This 17th day of December
1958, that the hearing now scheduled to
commence December 19, 1058, is hereby

12643, File No. BP-11209; San Luis Rey™ rescheduled to January 8, 1959, at 10:00

Broadcasting Company, Inc, Newport
Beach, California, Docket No. 12644, File
No. BP-11728; Donald C. McBain, How-
ard G. Hoegsted, George W. Irwin and
Arthur B. Balinger, d/b as Upland
Broadcasting Company, Upland, Cali-
fornis, Docket No. 12645, File No. BP-
11942; Robert Burdette & Associates,
Ine,, West Covina, California, Docket No.
126890, Pile No. BP-12471; for construc-
tion permits.

The hearing in the above-entitled
matter is now scheduled for December
19, 1958; and

It appearing that the Examiner's
schedule will not accommodate hearing
on that date;

It is ordered, This 17th day of Decem-
ber 1958, that hearing is continued; that
a pre-hearing conference will be held
at 10:00 a. m., January 6, 1959; and that
at that conference hearing date will be
established. :

Relegsed: December 17, 1958,
FEDERAL COMMUNICATIONS

COMMISSION,
[sear) MARY JANE MORRIS,
Secretary.
[P. R. Doc. 58-10543; Piled, Dec, 22, 1858;
8:49 a, m.]

| Docket No. 11314; FCC 58M-1441)
SpPARTAN RaADIOCASTING CoO. (WSPA-TV)
ORDER SCHEDULING HEARING CONFERENCE

In re application of The Spartan
Radiocasting Company (WSPA-TV),
Spartanburg, South Carolina, Docket
No. 11314, File No. BMPCT-2042; for
modification of construction permit,

It is ordered, This 15th day of Decem-
ber 1858, on the Examiner’s own motion,
that a hearing conference in the above-
entitled proceeding will be held in the
Offices of the Commission, Washington,
D. C., commencing at 10:00 a. m., Mon~
day, December 20, 1958.

Released: December 16, 1958,
Froprar COMMUNICATIONS

COMMISSION,
[seaLl MarY JANE MORRIS,
Secrefary.
|P. R. Doc. 58-10544; Plled, Dec, 22, 1858:
B:49a.m.|

| Docket No. 11757; FCC 58M-1458]
EvassviuLe Terevision, Inc.
ORDER CONTINUING HEARING

In the matters of amendment of § 3.606
Table of assignments, Television Broad-
cast Stations (Evansville, Indiana, and
Loulsville, Kentucky) and order direct-
ing Evansville Television, Inc., to show
cause why its authorization for Station

2. m. in the Commission’s offices, Wash-
ington, D. C,

Released: Decémber 18, 1958,
FeEpERaL COMMUNICATIONS

COMMISSION,
[seaLl MArY JANE MORRIS,
; Secretary,
|F. R. Doc, 58-10545; Flled, Dec. 22, 1058;
8:49a, m.|

| Docket No, 12024 #te.; FCC 58M-1442]
Russern G. SanTer, INC., ET AL,
ORDER CONTINUING HEARING

In re applications of Russell G. Salter,
Ine, Dixon, Illinois, Docket No. 12024,
File No. BP-10858; David M, Taylor tr/as
Dixon Broadcasting Co., Dixon, Illinois,
Docket No. 12652, File No. BP-11298;
WRAC, Inc. (WRAC), Racine, Wisconsin,
Docket No. 12853, File No, BP-11846;
for construction permits.

The Hearing Examiner having under
consideration the above-entitied pro-
‘ceeding and the agreements reached
herein by the parties at the prehearing
conference held on December 12, 1958;

It is ordered, This 15th day of De-
cember 1958 that\a further prehearing
conference shall be held on the 19th day
of January 1959 and that the hearing
herein presently scheduled to commence
on January 9, 1959, Is continued to a
date to be determined at the further
prehearing conference.

Released: December 16, 1958.
FEDERAL COMMUNRICATIONS

COoMMISSION,
[szav]) Mary JANE Moanis,
Secretary.
[F. R. Doc. 68-10546; Filed, Dec, 22, 1958;
- B:49a.m.]

[Docket No. 12203 ete.; FOC 58M-1440]
HaLL Broapcasting Co,, Inc.
ORDER SCHEDULING HEARING

In re application of Hall Broadcasting

Company, Inc., Los Angeles, California,™

~Docket No. 12203, File No. BPH-2175;
for construction permit FM Channel 274
(102.7Mc) .

The Hearing Examiner has under con-
sideratfon a motion filed December 8,
1058, on behalf of Hall Broadeasting
Company, Inc, requesting that the fur-
ther evidentiary hearing in the sbove-
entitled proceeding be scheduled to be-
gin on January 22, 1958, and that the
evidence to be received be submitted In
writing.

The matter to be resolved at the fur-
ther hearing relates to the terms and
canditions of an agreement entered into
by Hall Broadcasting Company, Inc. and




9928

Richard C. Simonton on February 28,
1058, pursuant to which Richard C.
Simonton was granted certain rights or
privileges under such contract,

There 1s no objection on the part of
the Chief, Broadcast Bureau to granting
the motion to specify a date for .nie fur-
ther hearing or in so far as it requests
that the affirmative evidence be sub-
mitted In written form. The Broadcast
Bureau, in the absence of an opportunity
to examine the written showing, does not
at this time waive the right to request
the presence of one or more witnesses
to testify in support of the written case
or to be available for cross-examination,

It is ordered, This the 16th day of
December 1958, that the above-entitled
motion is granted to the extent shown
herein: The written aliirmative showing
by the applicant and Richard C. Simon-
ton will be exchanged by the parties on
or before January 22, 1958, and the evi-
dentiary hearing will be held on Mon-
day, February 2, 1959, beginning at
10:00 a. m. in the offices of the Com-
mission, Washington, D, C.

Released: December 17, 1958,
FEDERAL COMMUNICATIONS

COMMISSION,
[searLl MAry JANE MORRIS,
Secretary.
[F. R. Doc. 58-10647; Filed, Deo. 22, 1958;
8:40a.m.]

[Docket No. 12344 etc.; FCC S56M-1444)
L. E. U. Broancasting Co, ET AL,
ORDER CONTINUING HEARING

In re applications of L. E. U. Broad-
casting Co,, Erie, Pennsylvania, Docket
No. 12344, File No. BPCT-2362; The Jet
Broadcasting Company, Inc., Erie, Penn-
sylvania, Docket No. 12345, File No.
BPCT-2388; WERC Broadcasting Cor-
poration, Erie, Pennsylvania, Docket No.
12346, File No. BPCT-2402; for construc-
tion permits for new television broadcast
stations,

It is ordered, This 15th day of Decem-
ber 1958, on the Hearing Examiner’s own
motion, that the further hearing con-
ference now scheduled for December 22,
1958, is continued to January 12, 1959, at
10:00a. m.

Relecased: December 16, 1958.
FEDERAL COMMUNICATIONS

CoMMISSION,
[sEaL] MarY JANE MoRRIs,
Secretary.
[P. R. Doc. B8-10548; Flled, Dec. 22, 1058;
8:40 0, m.]

[Docket No. 12562; FCC 58M-1454]
INTERCONTINENTAL BROADCASTING Conp.
ORDER CONTINUING HEARING

In the matter of assignment of call
Ietters KOFY to Intercontinental Broad-
casting Corp. for its standard broadcast
station at San Mateo, California; Docket
No, 12562.

By agreement of the parties: It is or-
dered, This 16th day of December 1958,

NOTICES

that the hearing in the above-entitled
proceeding presently scheduled for 9:00
a. m., December 18, 1958, is hereby con-
tinued to 8:00 a. m., January 14, 1959.

Released: December 17, 1958.
FrepERAL COMMUNICATIONS

CoMMISSION,
[szaL] MARY JANE MORRIS,
Secretary.
[F. R. Doc. 58-10540; Filed, Dec. 22, 1958;
8:48 a. m.]

s

[Docket Nos. 12608, 12606; FCC 58M-1450]

WanAsH VALLEY BROADCASTING CORP, AND
Livesay BroApcasTING Co., INC,

ORDER CONTINUING HEARING

In re applications of Wabash Valley
Broadcasting Corporation (WTHI-TV),
Terre Haute, Indiana, Docket No. 12605,
File No. BRCT-193; for renewal of li-
cense; Livesay Broadcasting Co., Inc.,
Terre Haute, Indiana, Docket No. 12606,
File No. BPCT-2514; for construction
permit for New Television Broadcast
Station (Channel 10).

Because of the pendency of various
pleadings: It is ordered, This 16th day
of December 1958, that the hearing now
scheduled for NMecember 22, 1958, is fur-
ther continued to Tuesday, January 20,
1959, at 10 a. m., in the offices of the
Commission, Washington, D. C,

Released: December 17, 1958.
FEDERAL COMMUNICATIONS

COMMISSION,
[sEAL] MAny JANE MORRIS,
Secretary.
[F. R. Doec. 58-10550; Piled, Dec. 22, 1658;
8:50 a.m.]

[Docket No, 12646; FCCO 56M-1447)
SurpeMe BroapcasTing Co., INC,
ORDER CONTINUING HEARING

In re application of Supreme Broad-
casting Company, Inc., (KK2XFW)
Channel 12, New Orleans, Louisiana,
Docket No. 12646, File No. BMPEX-49;
for modification of construction Permit
(BPEX-144) for an experimental tele-
vision broadcast station.

Upon oral request of counsel for Su-
preme Broadcasting Company in the
above-entitled matter, and with the con-
sent of the Commission's Broadeast Bu-
reau and Capitol Broadeasting Company,

It is ordered, This 16th day of Decem-
ber 1958, that the hearing in the above-
entitled matter presently scheduled for
December 19, 1958, is rescheduled to
commence at 10:00 a. m,, December 22,
1958, iIn the Commission's offices in
Washington, D. C.

Released: December 16, 1058,
FEDERAL COMMUNICATIONS

COMMISSION,
[sEAL] Manry JANE MORRIS,
Secretary.
[F. R. Doc. 58-10551; Filed, Dec. 22. 1058;
8:50 a. m.}

[Docket Nos. 12650, 12651; FOC 58M-1459]

OzroviLLE Broapcasters (KMOR) AxD
James E. WaLLEY

ORDER CONTINUING HEARING.

In re applications of Oroville Broad-
casters (KMOR), Oroville, California,
Docket No. 12650, File No. BR-1926; for
renewal of license; James E. Walley,
Oroville, California, Docket No. 12651,
File No. BP--11655; for construction per-
mit for new standard broadcast station.

The Hearing Examiner having under
consideration a petition filed on Decem-
ber 12, 1958, by the Broadcast Bureau,
requesting that the time for filing plead-
ings in response to 'Petition to Dismiss
Application” and “Petition to Modify
Issues” filed on December 1, 1858, by
James E. Walley, applicant in the above-
entitled proceeding, be extended from
December 15, 1958, to 10 days from the
date when the Commission may act upon
& petition which will be filed shortly by
the Breadceast Bureau, requesting that
the application of Oroville Broadcasters
be dismissed; °

It appearing from the petition that
counsel for James E. Walley has infor-
mally agreed to a walver of the provisions
of § 1.43 and has no objection to a grant
of the requested extensfon;

It further appearing that the action
upon the pending petition to dismiss the
application of Oroville Broadcasters may
have a substantial effect uponthe issues
in the evidentiary hearing:

1t is ordered, This 16th day of Decem-
ber 1958, pursuant to sections 0.231 and
1.41 of the Commission’s rules, that the
aforesaid petition is granted, and the
time for filing replies is extended from
December 15, 1958, to 10 days from the
date when the Commission may act upon
the Broadeast Bureau's petition to dis-
miss the application of James E. Walley.

It is further ordered, That the hearing
in the above-styled proceeding now
scheduled for January 7, 1959, be and the
same is hereby continued to a date to be
fixed by an order to be Issued subsequent
to the date of action on the above-men-
tioned petitions to dismiss,

Released: December 18, 1958,
FEpERAL COMMUNICATIONS

., COMMISSION,
[seAr] Mary JANE MORRIS,
Secretary.
[F. R. Doc. 58-106562; Piled, Doc. 22, 1058;
8:50 &, m.}

[Docket No, 12665, etc,, FCC 58M-1443)
Gzerico INVESTMENT Co. (WITV)
ORDER CONTINUING HEARING

In re applications of Gerico Investment
(WITV), Miami, Florida,
Docket No. 12665, File No. BPCT-2374;
Publix Television Corporation, Perrine,
Florida, Docket No. 12666, File No.
BPCT-2393; South Florida Amusement
Co., Inc., Perrine, Florida, Docket No.
12687, File No. BFCT-2410; Coral Tele-
vision Corporation, South Miami, Flor-
ida, Docket No. 12668, File No. BPCT-
2493; for construction permits for tele-
vision broadcast stations (Channel 6).
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A prehearing conference in the above-
entitled matter having been held on De-
cember 12, 1958, and it appearing from
the record made therein that certain
agreements were made which properly
should be formalized in an order;

It is ordered, This 156th day of Decem-
ber 1958 that:

(1) The parties, including the Broad-
cast Bureau, shall hold an informal con-
ference on January 6, 1959, or at such
other date @&s is found to be mutually
satisfactory;

(2) Petitions to Enlarge Issues based
on the information presently contained
in the applications to include an issue as
to the sufficiency of funds shall be filed
on or before January 15, 1859, and re-
sponse thereto shall be filed on or before
February 2, 1959;

(3) Exhibits shall be exchanged by
the parties on March 16, 1959;

(4) Copies of the exhibits exchanged
shall be supplied the Commission’s
Broadcast Bureau and the Hearing Ex-
aminer on March 16, 1959;

(5) A further prehearing conference
shall be held herein on March 30, 1959,
commencing at 10:00 a. m. .

It is further ordered, That the hear-
ing. in this matter presently scheduled
to commence on January 15, 1959, is con-
tinued to a date to be determined at the
rl;’x;mcr prehearing conference ordered
ROOVE,

Released: December 18.A1958.
PEDERAL COMMUNICATIONS

CoMMISSION,
[sEAL) Mary JaNE Monris,
Secretary.
[P. R. Doc. 58-10553; Filed, Dec. 22, 1958;
8:50 o, m.]e

[Docket Nos. 12680, 12081; POC 58M-1460)

Kixnsas BROADCASTERS, TNC., AND SALINA
Rab10, Inc,

ORDER FOR PREHEARING CONFERENCE

In re applications of Kansas Broad-
casters, Inc., Salina, Kansas, Docket No.
12680, Pile No. BP-11527; Salina Radio,
Inc., Salina, Kansas, Docket No. 12681,
Fille No. BP-11802; for construction
permits,

A prehearing conference in the above-
entitled proceeding will be held on Tues-
day, January 6, 1959, bezinning at 10:00
4. m. in the offices of the Commission,
Washington, D. C. This conference is
called pursuant to the provisions of
§ 1.111 of the Commission’s rules and the
matters to be considered are those speci~
fled In that section of the rules.

It is s0 ordered, This the 17th day of
December 1958,

Released: December 18, 1958,
FroeraL COMMUNICATIONS

COMMISSION,
[sxar) Many JANE MORRIS,
Secretary.
[F. B. Doc. 58-10554: Filed, Dec. 22, 1958;
8:50 a. m.]

No.249—8
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[Docket Nos. 12682, 12683; FCC 58M-1457]
Texas Two-WAY COMMUNICATIONS
ORDER CONTINUING HEARING

In the matter of applications of J. E.
Moore, Jr., Wm. R. Lastinger, and J. L.
Sheerin d/b as Texas Two-Way Commu-
nications, Docket No, 12682, File No. 11-
C2-P-59; for a construction permit to
establish a new two-way common carrier
station in the Domestic Public Land Mo-
bile Radlo Service In Dallas, Texas (call
sign KKT409); and Docket No. 12683,
Rile No. 13-C2-P-59; for a construction
permit to establish a new two-way com-
mon carrier station in the Domestic Pub-
lic Land Mobile Radio Service in Fort
Worth, Texas (call sign KKT410).

It i3 ordered, This 17th day of Decem-
ber 1058, in accordance with the under-
standing at the prehearing conference
today, that the hearing now scheduled
for December 29, 1958, ntinued to a
date to be set by spbsequent order.

Released: December 18, 1958,
FEDERAL COMMUNICATIONS

COMMISSION,
[sEaL] MARY JANE MORRIsS,
Secretary.
[F. R, Doc, 58-10555; Flled, Dec. 22, 1858;
8:50 . 'm.]

[Docket No. 12704
Harrny WILLIAMS
ORDER TO SHOW CAUSE

In the matter of Harry Williams, 60
Home Street, Malverne, New York,
Docket No. 12704, order to show cause
why there should not be revoked the
license for radio station WE-2788 aboard
the v “Calamity Jane.”

There being under consideration the
matter of certain alleged violations of
the Commission’s rules in connection
with the operation of the above-cap-
_tioned station;

It appearing that pursuant to § 1.61 of
the Commission’s rules, written notice of
violation of the Commission’s rules was
served upon the above-named licensee
as follows: Notice mailed August 19,
1058, alleging that on August 10, 1958,
at 1707 hours, GMT, the subject radio
station transmitted other than safety or
operational communications on the fre-
quency 2638 kilocycles, in violation of
§8a358 (a) of the Commission’s rules;
an

It further appearing that the above-

licensee having falled to make
satisfactory réply thereto, the Commis-
sion, by letter dated September 20, 1058,
and sent by Certifled Mail, Return Re-
ceipt Requested (No. 7922715), brought
this matter to the attention of the li-
censee and requested that such licensee
respond to the Commission’s letter within
fifteen (15) days from the date of its
receipt stating the measures which had
been taken, or were belng taken, in order
to bring the operation of the radio sta-
tion into compliance with the Commis-
sion’s rules, and warning the licensee
that his failure to respond to such letter
might result in the institution of pro-
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ceedings for the revocation of the radio
station license; and

It further appearing that receipt of
the Commission’s letter was acknowl-
edged by the signature of the licensee’s
agent, Jane Williams, on October 4, 1958,
to a Post Office Department return re-
ceipt; and

It further appearing that although
more than fifteen (15" days have elapsed
since the licensee’s receipt of the Com=-
mission’s letter, no response therceto has
been received ; and

It further appearing that in view of
the foregoing, the licensee has willfully
violated § 1.61 of the Commission’s rules;

‘It is ordered, This 18th day of Décem=-
ber 1958, pursuant to section 312 (a) (4)
and (¢) of the Communications Act of
1034, as amended, and section 0.281 (b) »
(8) of the Commission’s Statement of
Delegations of Authority, that the sald
licensee show cause why the license for
the above-captioned Radio Station
should not be revoked and appear and
give evidence in respect thereto at a
hearing * to be held at a time and place
to be specified by subsequent order; and

It i3 further ordered, That the Secre-
tary send a.copy of this order by Certi-
fied Mail, Return Receipt Requested to
the said licensee.

Released: December 18, 1958.
FEDERAL COMMUNICATIONS

COMMISSION,
[sEAL) Mary JanNE Mormis,
Secretary.
[P. R, Doc, 58~10557; Filed, Dec, 22, 1958;
8:50 a. m.]

[ Docket Nos, 12701, 12702; FCC 58M-1446]

ToMaH-MAUSTON Broapcastmng Co., INc.
(WTMB)
NOTICE OF PREHEARING CONFERENCE

In re applications of Tomah-Mauston
Broadcasting  Company Incorporated

1Section 162 of the Commission’s rules
provides that a licensee, in order to Avall
himself of the opportunity to be heard, shall,
in person or by his attorney, file with the
Commission, within thirty (30) days of the
receipt of the order to aliow cause, n written
statement stating that he will appear at the
hearing and present evidence on the matter
specified In the order. If the licennce falls
to file such an appearnnce within the time
specified, the right to s hearing shall be
deemed to have been walved., Where a hear-
ing is walved, s written statoment in mitiga- «
tion or justification may be submitted within
thirty (30) days of the receipt of the order
to show cause. If such statement contains,
with particularity, factual allegations deny-
ing or Justifying the facts upon which the
show cause order is based, the Hearing
Examiner may call upon the submitting
party to furnish additional Information, and
ghall request all opposing parties to flle an
answer to the written statement and/or ad-
ditional information. The record will then
be closed and an initial declsion lssued on
the basis of such procedure. Where a hear-
ing is walved and no written statement has
been filed within the thirty (30) duys of the
receipt of the order to show cause, the
allegations of fact contained In the: order
to show cause will be deoemed na correct and
the sanctions specified in the order to show
cause will be invoked.
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(WTMB), Tomah, Wisconsin, Docket No.
12701, File No. BP-11615; for construc-
tion permit; Docket No. 12702, File No.
BMP-8306; for modification of permit,

A prehearing conference will be held
Monday, January 12, 1858, at 10 a. m.,
in the offices of the Commission, Wash-
ington, D. C,

Dated: December 15, 1958,
Released: December 16, 1958.
“FEDERAL COMMUNICATIONS

COMMISSION,
[sEAL] Manry JANE Mornis,
Secrelary.
[F. R. Doc. 58-10656; Filed, Dec. 22, 1058;
8:50 a. m.)

.FEDERAL POWER COMMISSION
| Docket No, G-16026)

NATURAL Gas PrrerLing COMPANY OF
AMERICA

ORDER GRANTING PETITION FOR RECONSIDERA~
TION, VACATING ORDER DENYING MOTION
TO SHORTEN SUSFENSION PERIOD, SHORT=-
ENING SUSPENSION PERIOD, AND ALLOWING
SUBSTITUTION OF REVISED TARIFF SHEETS

DeceMsenr 15, 1958,

Natural Gas Pipeline Company of
America (Natural) on December 9, 1958,
filed a petition for reconsideration of our
December 8, 1958, order denying its mo-
tion to shorten the suspension period in
this proceeding as determined by our
August 21, 1958, order suspending pro-
posed revised tariff sheets and deferring
their use until January 25, 1959. Concur-
rently, on December 9, 1958, Natural
tendered for filing proposed substitutes
for the tariff sheets under suspension in
this proceeding. The proposed substi-
tute tariff sheets are designated as Sixth
Revised Sheets Nos. 5 and 6, Fourth Re-
vised Sheet No. 7, and Second Revised
Sheet No. 27 to Natural’s FPC Gas Tariff,
First Revised Volume No, 1, issued on
December 8, 1958.

The proposed substitute tariff sheets
provide for the following rate:

Demand charge—$§2.16 per Mcf per month,
Commodity charge—20.00 cents per Mof,

The rate now under suspension contains
a monthly demand charge of $2.68 per
Mcf and a commodity charge of 20.00
cents per Mcf. The lower substitute rate
represents an estimated decrease of ap-
proximately $4,500,000 per year in the
revenues Natural would collect in the
“future under the now suspended rate.

Subsequent to the filing by Natural of
its petition for reconsideration, the City
of Chicago advised the Commission that
it was withdrawing its previously filed
objections to Natural's motion to shorten
the suspension period.  The City of Chi-
cago has withdrawn its objections in
consideration of an agreement between
Natural and-the City that the bases and
principles utilized in determination of
cost, of service (excepting as to rate of
return) approved by the Commission’s
June 20, 1958, order in Docket Nos.
G-3123 and G-12157, 10 FPC 1002, shall
be applied in the determination of the
cost of service hereln; and an agreement
between Peoples Gas Light & Coke Com-
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pany and the City that a certain adjust-
ment for change in cost of natural gas
purchased shall not become effective un-
til January 25, 1959. The withdrawal of
the objections is also subject to the
proviso that the increase in rates effec-
tive December 15, 1958, shall be subject
to undertaking and refund and that the
City shall have ample opportunity to
cross-examine all witnesses and present
evidence as to the reasonable. cost of
service which should be allowed in this
proceeding. The conditions of this pro-
viso will be met by the action which the
Commission is taking by this order.’
The - petition for reconsideration
alleges that Natural will incur an in-
crease in its cost of service in excess of
$13,500 per day beginning on December

15, 1958, when facilities authorized in -

Docket No. G-12399 are placed in opera-
tion, and that the rate increase proposal
was designed to permit Natural to re-
cover these additional costs. The peti-
tion further alleges that unless the
petition for reconsideration is granted
and the suspension period is shortened
to December 15, 1958, Natural will lrre-
trievably lose these additional revenues,
All of Natural's customers have indicated
that they have no objection to the short-
ening of the suspension period:as re-
quested by Natural.

The revised tariff sheets and above
reduced rates which Natural seeks to
substitute for those now under suspen-
sion in this proceeding reflect the sub-
stantial decrease in construction costs
of the facilities authorized in Docket No.
G--12399, and the decrease in the unit
cost of service that will result from the
enlargement of Natural’s peak day sales
capacity by approximately 185,000 Mecf,
as authorized by the Commission on De-
cember 2, 1958, in Docket No. G-12399,
in lieu of an increase of approximately
100,000 Mecf, which was the basis of the
rate changes previously filed,

The Commission finds:

(1) Natural’s petition for reconsidera-
tion of our December 8, 1958, order deny-
ing motion to shorten suspension period
should be granted.

(2) Upon reconsideration, it appears
that good cause exists for granting Nat-
ural’s motion to shorten to December 15,
1958, the suspension period prescribed
by our August 21, 1958, order, and that
our December 8, 1958, order denying mo-
tion to shorten suspension period should
be vacated. >

(3) Good cause exists for permitting
Natural to substitute Sixth Revised
Sheets Nos. 5 and 6, Fourth Revised
Sheet No. 7, and Second Revised Sheet
No. 27 to its FPC Gas Tariff, First Re-
vised Volume No, 1, issued December 8,
1858, and tendered for filing December 9,
1958, for the tariff sheets of the same
designation, issued July 25, 1958, and
heretofore tendered for filing on August
5, 1958, and suspended by our August 21,
1958, order, subject to the provisions of
sald suspension order as herein modified,

The Commission orders:

(A) Natural's petition for reconsider=
ation of our order denying motion to
shorten suspension period, issued De-
cember 8, 1958, is hereby granted.

“Commission.

(B) Our order denying motion to
shorten suspension period, issued De-
cember 8, 1958, is hereby vacated.

(C) Natural's motion to shorten sus-
pension period is hereby granted, and the
period of suspension prescribed by our
order suspending proposed revised tariff
sheets and providing for hearing, issued
August 21, 1958, is hereby shortened to
December 15, 1958, and until such further
time as such proposed revised tariff
sheets are made effective in the manner
prescribed by the Natural Gas Att,

(D) Sixth Revised Sheets Nos. 5 and
6, Fourth Revised Sheet No. 7, and Sec-
ond Revised Sheet No. 27 to Natural's
FPC Gas Tarlff, First Revised Volume
No. 1, issued December 8, 1958, and
tendered for filing December 9, 1958, are
hereby substituted for the tariff sheets
of the same designation, issucd July 25,
1958, and heretofore tendered for filing
on August 5, 1958, and suspended by cur
order issued August 21, 18958, and such
proposed revised tariff sheels, as sub-
stituted, are hereby made subject to the
provisions of said suspension order and
are suspended for the shortened period
prescribed in paragraph (C) above.

By the Commission.®

[sEAL] Josgrn H.; GUTRIDE,
. Secretary.
[P. R. Doc. 58-10518; Filed, Dec. 22, 1058:

§:46 5. m.)

[Docket No. G-17220]
FALCON SEABOARD DRILLING CO, ET AL,

ORDER FOR HEARING AND SUSPENDING
PROPOSED CHANGE IN RATE

Decemsxr 16, 1958.

Falcon Seaboard Drilling Company
(Operator) et al. (Falcon Seaboard)
on November 3, 1958, tendered for filing
a proposed change in its presently effec-
tive rate schedule for the sale of natural
gas subject to the jurisdiction of the
The proposed change,
which constitutes an increased rate and
charge, is contained in the following
designated filing:

Description: Notice of Change, dated Oc-
tober 30, 1958,

Purchaser: Tennessee Gas Transmission
Company. )

Rate schedule designation: Supplement
No. 2 to Falcon Seaboard's FPC Gas Rate
Schedule No. 6.

Effective date: January 1,7 1850 (efrective
date Is that proposed by Falcon Seaboard).

In support of the proposed redeter-
mination rate increase, Falcon Seaboard
submits coples of Tennessee Gas Trans-
mission Company’s price redetermina-
tion Jetter and cites the contract pro-
vision therefor. Falcon Seaboard also
states that without such price determina-
tion provisions to insure receipt of the
market price for gas in the area it would
not have executed the 20-year contract.
Further, Falcon Seaboard states that the
increase is necessary to effect increases
in costs of materials, equipment, and

i Commissioner Connole dissents as to para-
graphs (A), (B) and (C) and concurs as o
paragraph (D) of the above order.
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labor: and thatthe increased price is just
and reascnable and denial thereof would
be discriminatory. Jn addition, Falcon
ceabioard submitted cost data pur-
portedly covering the subject rate sched-
ule. However, since several features of
the cost data submitted are questionable,
it is not an acceptable justification of
the proposed Increased rate.

The increased rate and charge so pro-
posed has not been shown to be justified,
and may be unjust, unreasonable, unduly
discriminatory, or preferential, or other-
wise unlawful.

The Commission finds: It is necessary
and proper in the public interest and to
aid in the enforcement of the provisions
of the Natural Gas Act that the Com-
mission enter upon a hearing concerning
the lawfulness of the said propesed
change, and that Supplement No. 2 to
Falcon Seaboard’s FPC Gas Rate Sched-
ule No. 8 be suspended and the use there-
of deferred as hereinafter ordered.

The Commis<ion orders:

(A) Pursuant to the authority of the
Natural Gas Act, particularly séctions 4
and 15 thereof, the Commission’s rules
of practice and procedure, and the regu-
lations under the Natural Gas Act (18
CFR Ch. I), a public hearing be held
upon & date to be fixed by notice from the
Seeretary. concerning the lawfulness of
the proposed inoreased rate and charge
contained in Supplement No. 2 to Falcon
Seaboard’s FPC Gas Rate Schedule No. 6.

(B) Pending such hearing and decision
thereon, shid supplement be and it here-
by is suspended and the use thereof de-
ferred until June 1, 1959, and until such
further time as {t Is made effective In the
:mmer prescribed by the Natural Gas

ct.

(C) Neither the supplement hereby
suspended nor the rate schedule sought
to be altered thercby shall be changed
until this proceeding has been disposed
of or until the peried of suspension has
expired, unless otherwise ordered by the
Commission.

(D) Interested State commissions may
participate as provided by §§ 1.8 and 1,37
() of the Commission’s rules of practice
and procedure (18 CFR 1.8 and 1.37 (ID).

By the Commission.

[sgar) Jossr H, GUTRIDE,
Secretlary.
[F. R. Doe, §8-10510; Flled, Dec. 22, 1058;

8:46 a. m.]

[Docket No, G-4737]
Ross W. Cok, Ji., ET AL,

ROTICE OF APPLICATION AND DATE OF
HEARING

Decemeer 16, 1958.

Take notice that Ross W. Coe, Jr.,
et al' (Applicant), an independent pro-
ducer with its principal place of business
In Ardmore, Oklahoma, filed on Novem-
ber 8, 1054, an application for a certifi-
e —

' Other parties are Charles R. Coe, Ellza-
beth Cos Evans, J. A. Heenan, Thelma

Heonan Knight, Frank Heenan, and Euna
Mae Heenan,

FEDERAL REGISTER

cate of public convenience and necessity,
pursuant to section 7 (c) of the Natural
Gas Act, authorizing the Applicant to
sell natural gas as hereinafter described,
subject to the jurisdiction of the Com-
mission, all as more fully represented in
the application which is on file with the
usc.mmmn and open to public inspec-

n.

Applicant proposes to sell natural gas
to Colorado Interstate Gas Company
(Colorado) from the Keys Field, Cimar-
ron and Texas Counties, Oklahoma,
under a contract dated August 30, 1954,
between Applicant and Robert A. Hefner,
Jr., as seller, and Colorado as buyer, on
flle the Commission as Ross W. Coe,
Jr., et FPC Gas Rate Schedule No. 1.

‘This matter is one that should be dis-
posed of as promptly as possible under
the applicable rules and regulations and
to that end: :

Take further notice that, pursuant to
the authority contained in and subject
to the jurisdiction conferred upon the
Federal Power Commission by sections
7 and 15 of the Natural Gas Act, and the
Commission’s rules of practice and pro-
cedure, & hearing wiil be held on January
29, 1959 at 9:30 a. m,, e, 8 L., in a Hear-
ing Room of the Federal Power Commis~
sion, 441 G Street, NW., Washington,
D. C., concerning the matters involved
in and the issues presented by such ap-
plication; Provided, however, That the
Commission may, after a non-contested
hearing, dispose of the proceedings pur-
suant to the provizions of § 1.30 (¢ (1)
or (2) of the Commission’s rules of prac-
tice and procedure. Under the procedure
herein provided for, unless otherwise ad-
vised, it will be unneccessary for Appli-
cants to appear or be represented at the
hearing.

Protests or petitions to intervene may
be filed with the Federal Power Commis-
sion, Washington 25, D, C., In accord-
ance with the rules of practice and pro-
cedure (18 CFR 1.8 or 1.10) on or before
January 16,:1959. Fallure of any party
to appear at and participate in the hear-
ing shall be construed as waiver of and
concurrence in omission herein of the
intermediate decision procedure in cases
where & request thercfor is made.

[sEan) Josern H. Gurrine,
Secredary.
[P. R. Doc. 58-10520; Filed, Dec. 22, 1958;

8:464a.m.]

SECURITIES AND EXCHANGE
COMMISSION
{Pile No. 812-1190]
Fronma Growrn Funn, IRC.

NOTICE OF FILING OF APPLICATION FOR EX-
EMPTION OF FURCHASE OF SECURITIES
DURING EXISTENCE OF UNDERWRITING
SYNDICATE

Decemoer 17, 1958,
Wotice is hereby given that Florlda

Growth Fund, Inc. (“Applicant™) a “eg-

istered open-end diversified investment

company has filed an application pursu-
ant to section 10 (f) of the Investment

Company Act of 1940 (“Act™) for an or=

der of the Commission exempting from
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the provisions of section 10 (I) of the
Act the purchase of $50,000 principal
amount of 6 percent Convertible Capital
Debentures of Union Finance Corpora-
tion (*Unlon").

Union, through wholly-owned subsidl-
aries, {5 engaged in the consumer loan
and financing business in the States of
Florida, North Carolina and Georgia, A
registration statement filed under the
Securities Act of 1933 proposing the offer
of $5300,000 principal amount of 6 per-
cent Convertible Capital Debentures be=
came effective on December 9, 1958.
The offering was underwritten by n
group of underwriters which includes
Frank B. Bateman, Ltd., Applcant's
principal underwriter., Frank B. Bate-
man and Willinm M. Bateman, general
partners of Frank B. Bateman, Ltd., are
directors and, respectively, president and
secretary of Applicant. The underwrit-
ing commissions on Debentures offered
to the public amount to 8 percent of
principal amount. The Debentures are
convertible, at the option of the holder,
into shares of common stock of Union
at prices ranging from $8 per share to
$14.10 per share during stated periods
prior to October 15, 1973,

If the Applicant were to purchase all
of the $50,000 principal amount of De-
bentures, it would acquire approxi-
mately 10 percent of the total offering,
and at the public offering price of 100
percent of principal amount, the pur-
chase would represent an investment of
approximately 5 percent of the iotal
assets of Applicant available for invest-
ment as at August 15, 1958. The pro-
posed purchases are stated to be con-
sistent with Applicant's investment pol-
jcy as filed with the Commission and
have been approved by its board of di-
rectors,

Section 10 (f) of the Act provides,
among other things, that no registered
investment company shall knowingly
purchase or otherwise acquire, during
the existence of any underwriting or
selling syndicate, any security (except a
security of which such company is the
issuer) a principal underwriter of which
is a person of which a director or invest-
ment adviser of such registered company
is an affiliated person, unless the Com~
mission by order Zrants an exemptlion
therefrom as consistent with the protec-
tion of investors. By reason of the affill-
ations as stated above, the proposed pur-
chases are prohibited by the provisions
of section 10 (f) of the Act.

Notice is further given that any inter-
ested pergon may, not later than Decem-
ber 30, 1958, at 1:30 p. m., submit to the
Commission in writing any facts bearing
upon the desirability of a hearing on the
matters and may request that a hearing
be held, such request stating the nature
of his interest, the reason for such re-
quest and the issues, if any, of fact or
law proposed to be controverted, or he
may request that he be notified if the
Commission should order a hearing
thereon. Any such communication or
request should be addressed: Secretary,
Securities and Exchange Commission,
Washington 25, D. C. At any time after
said date, the applications may be
granted as provided in Rule N-5 of the
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rules and regulations promulgated under
the Act.

By the Commission. 3

[SEAL] OrvaL L. DuBors,
Secretary.
[F. R. Doc, 53-10521; Piled, Dec. 22, 1058;

8:46a.m.]

| File No. 70-3747)

WiLLIAM ZECKENDORF AND WEDB & KNAPP,
Inc,, PROFIT SHARING TRUST

NOTICE OF APPLICATION FOR APPROVAL OF
ACQUISITION OF STOCK OF HOLDING
COMPANY

Drcemeen 16, 1958,

Notice is hereby given that Willlam
Zeckendorf (“Zeckendorf”), an individ-
ual and one of three trustees of Webb &
Knapp, Inc. Profit Sharing Trust
(“Trust”) and Trust have filed a joint
application with this Commission, pur-
suant to the Public Utility Holding Com-~
pany Act of 1935 (“Act™), for an order
approving the acquisition of certain
shares of the common stock of Chesa-
peake Industries, Inc. (“Chesapeake™),
a holding company exempt by order
under section 3 (a) (1) of the Act, and
have designated sections 9 and 10 of the
Act as applicable to the proposed trans-
actions.

All interested persons are referred to
the joint application on file at the office
of the Commission for a statement in
respect of the transactions and the cir-
cumstances related thereto, which are
summarized as follows:

Chesapeake has a number of sub-
sidiaries among which the only public
utility company is the Portsmouth Gas
Company (“Portsmouth”) which is en-
gaged in the business of the purchase
and distribution at retall of natural gas
in Portsmouth, Ohio and environs,
Chesapeake owns all of the outstanding
securities of Portsmouth. Chesapeake
and its subsidiaries are presently exempt
from the provisions of the Act by virtue
of an order issued December 22, 1955
under section 3 (a) (1) of the Act (Hold-
ing Company Act Release No. 13072):
and Chesapeake and its wholly owned
subsidiary, Theta Enterprises, Inc. (a
company purposing to become & holding
company) have pending an application
(File No. 31-656), pursuant to section 3
() (1) of the Act, for an exemption of
them, as holding companies, and of thelr
subsidiaries, as such, from the provisions
of the Act.

On February 20, 1957 Zeckendorf pur-
chased from Robert R. Young (deceased)
186,038 shares of the common stocl: of
Chesapeake, %S & result of which Zecken-
dorf became the owner of 303,000 shares,
or in excess of 5 percent of the outstand-
ing voting securities of Chesapeake,

Bubsequent to February 20, 1957, Zeck-
endor! acquired from time to time addi-
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tional shares of the common stock of
Chesapeake and now owns 423,424 shares
thereof. In addition members of Zecken-
dorf’s family acquired and now own
shares of the common stock of Chesa-
peake, as follows: Marion G. Zeckendorf
(wife) 83,823 shares, William Zeckendorf
(8on) 99,123 shares, and Susan Nicholson,
nee Zeckendorf (daughter),83,823 shares.

On July 25, 1947 Webb & Knapp, Inc.
organized Trust, a profit sharing trust
for the benefit of certain of the employ-
ecs of Webb & Knapp, Inc. On Septeme-
ber 24, 1958 Trust purchased on the
over-the-counter market-5,200 shares of
common stock of Chesapeake, as & re-
sult of which Trust became the owner of
163,900 such shares, or in excess of 5
percent of the outstanding voting secu-
rities of Chesapeake. Subsequent to Sep-
tember 24, 1038, Trust acquired addi-
tional shares of the common stock of
Chesapeake and now owns 229,200 shares
of such stock,

Applicants state that at the time of the
acquisitions by Zeckendorf and Trust, of
the shares of common stock of Chesa-
peake purchased on February 20, 1957
and September 24, 1958, respectively, they
were not aware that such acquisitions
would constitute each of them an affiliate
of a public-utility company and of a
holding company within the meaning of
section 9 (a) (2) of the Act, and, there-
fore, did not seek approval of such acqui-
sitions as required by said section of the
Act. Approval of such acquisitions is
being sought by the instant application.

The application states that applicants
do not know of any State commission or
Federal commission, other than this
Commission, which has jurisdiction over
the acquisitions described above, No
fees, commissions or other compen-
sations have been or will be paid or
incurred, directly or indirectly in con-
nection with the acquisitions of the Ches-
apeake stock, except normal brokerage
fees pald by Trust, and counsel fees to be
paid by Zeckendorf in connection with
this proceeding which latter are esti-
mated at not to exceed $1.000.

Notice is further given that any inter-
ested person may, not later than Janu-
ary 5, 1959, request the Commission in
writing that a hearing be held on such
matters, stating the nature of his inter-
ests, the reasons for such request, and
the issues of fact or law raised by said
application which he desires to contro-
vert, or he may request that he be noti-
fied if the Commission should order a
hearing thereon. Any such request
should be addressed: Secretary, Securi-
tles and Exchange Commission, Wash-
ington 25, D, C. At any time after said
date the application, as filed or as it may
be hereafter amended, may be granted
as provided In Rule 23 of the rules and
regulations promulgated under the Act,
or the Commission may grant exemption
from its Rules 20 (a) and 100 thereof, or

take such other action as it may deem
appropriate.
By the Commission.

[sEan) OrvaLt L. DuBois,
Secretary.

[P. R, Doo. 68-10522; Filed, Dec. 32, 1058;
8:465.m.]

FEDERAL RESERVE SYSTEM

NORTHWEST BANCORPORATION

NOTICE OF TENTATIVE DECISION ON APPLICA-
TION FOR APPROVAL OF ACQUISITION OF
VOTING SHARES OF A BANK

Notice is hereby given that, pursuant
to section 3 (a) of the Bank Holding
Company Act of 1956 (“the Act”), North-
west Bancorporation, Minneapolis, Min-
nesota (“Applicant'’) , has applied for the
Board's prior approval of action whereby
Applicant would sacquire 1,085 of the
1,200 outstanding voting shares of The
First National Bank at Eveleth, Eveleth,
Minnesota., Information contained in
the application and other Information
relied upon by the Board in making its
tentative decision &re summarized in the
Board's Tentative Statement of this date,

" which is attached hereto and made a part
hereof, and is on file with the Federa]
Register Division and available for in-
spection at the office of the Board’s Sec-
retary and at the Federal Reserve Banks.

The record in this proceeding to date
consists of the application, the views and
recommendations of the Comptroller of
the Currency, this Notice of Tentative
Decision, and the facts set forth in the
Board's Tentative Statement.

For the reasons set forth in the Tenta-
tive Statement, the Board proposes to
grant the application.

Notice is further given that any inter-
ested person may, not later than fifteen
(15) days after the publication of this
notice in the FepErAL RecisteR, fille with
the Board In writing any comments on or
objections to the Board's proposed action,
stating the nature of his Interest, the
reasops for such comments or objections,
and the issues of fact or law, if any,
presented by said application which he
desires to controvert. Such statement
should be addressed; Secretary, Board
of Governors of the Federal Reserve
Bystem, Washington 25, D, C.

Following expiration of the said 15-dny
period, the Board's tentative decision will
be made final by order to that eflect,
unless for good cause shown other action
is deemed appropriate by the Board snd
is so ordered.

Dated at Washington, D. C,, this 17th
day of December 1958,

By the Board of Governors.

[sEaL) MERRITT SHERMAN,
Secretary.

[F. R. Doc. 58-10532; Piled, Dec. 22, 1908
8:48 a, m.]
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TITLE 9—ANIMALS AND
ANIMAL PRODUCTS

Chapter l—Agricultural Research
Service, Department of Agriculture

REPUBLICATION OF REGULATIONS

Chapter T of Title 9 is republished to
read as set forth below, Since its origi-
nal codification, there have been numer-
ous amendments and sdditions to the
chapter. To facilitate the use of this
material the various amendments and
additions are brought together in their
entirety.

This republication is made solely for
editorial and codification purposes, and
no substantinl change is made in the
text of the regulations.

Done at Washington, D. C., this 19th
day of December 1958.

[sEAL) M. R. CLARKSON,
Acting Administrator,
Agricultural Research Service.

Subchapter A—Meat Inspection Regulations
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Animals and Animal Products
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(excépt caslngs), and hay and straw,
offered for entry into the United
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animal casings offered for entry into
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Overtime services relating to imports
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Liconses and permits to import blologl-
oal products.

Sanitation nt lHeensed establishments,
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Organisms and vectors,
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Subchapter F—Poultry Improvement

National Poultry improvement plan
(chickens and certain other poultry).

Nationsl turkey Improvement plan
(turkeys and certain other poultry),

Auxiliary provisions on national poul-
try and turkey improvement plans.

Subchapter G—Animal Breeds

151 Recognition of bresds nnd books of rec-
ord of purchred animals,

Subchapter H—Voluntery Inspection ond
Certificotion Service
155 Cortified products for dogs, cats, and
other carnlvora; inspaction, certifica-
tion, and {dentification as to class,
quality, quantity, and condition.
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byproducts.

Subchapter |—Fur Bearing Animals
160 Almaka fur farming regulations.

Subchapter J—Process or Renovaled Butter

171 Sanitary Inspection of process or reno-
vated butter.

SUBCHAPTER A—MEAT INSPECTION
REGULATIONS

PART 1—DEFINITIONS

§ 1.1 Definitions. For the purposes
of Parts 1 through 29 of this subchapter
the following words, phrases, names, and
terms shall be construed, respectively, to
mean: 4

(a) The Meat Inspection Act, An act
making appropriations for the Depart-
ment of Agriculture, for the fiscal year

9933

145
146
147
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ending June 30, 1907, approved June 30,
1906 (34 Stat, 674-6709), as re-enacted by
an act making appropriations for the
Department of Agriculture for the fiscal
year ending June 30, 1808, approved
March 4, 1907 (34 Stat. 1260-1265), as
amended and extended (21 U, 8. C. 71~
91, 96).

(b) The I'mported-Meat Act. Section
306 of an act entitled “An act to provide
revenue, to regulate commerce with for-
eign countries, to encourage the indus-
tries of the United States, to protect
American labor, and for other purposes,”
approved June 17, 1930 (46 Stat, 639; 19
U.S.C. 1306).

(c) The Department. The United
States Department of Agriculture,

(d) Agricultural Research Service.
The Agricultural Research Service of the
U. S. Department of Agriculture.

(e) Administrator. The Administra-
tor of the Agricultural Research Service,

(f) Division. The Meat Inspection
Division of the Agricultural Research
Service.

(g) Imnspector. An inspector of the
Division,

(h) Division employees. Inspectors
and all other individuals employed in
the Division who are authorized by the
Director of Division to do any work or
perform any duty in connection with

meat inspection,
(1) Ofiicial  establishment. Any
slaughtering, meat canning, curing,

smoking, salting, packing, rendering, or
other similar establishment at which
inspection is maintained under the regu-
lations in Parts 1 through 29 of this
subchapter,

(}) Official station. One or more offi-
cial establishments Included under a
single supervision.

(k) “Inspected and passed,” or "U. S.
inspected and passed,” or “U. S. inspected
and passed by Department of Agricul-
ture,” or any authorized abbreviations
thereof. The meat, meat byproducts, or
meat food products so marked have been
inspected and passed under the regula-
tions in Parts 1 through 29 of this sub-
chapter, and at the time they were in-
spected, passed, and so marked they were
found to be sound, healthful, wholesome,
and fit for human food.

(1) “U. S. passed for cooking.” The
meat and meat byproducts so marked
have been inspected and passed on con-
dition that they be rendered into lard,
rendered pork fat, or tallow, as pre-
scribed by Part 15 of this subchapter,
or otherwise cooked by a method ap-
proved by the Director of Division.

(m) “U. S. passed for refrigeration.”
The meat and mesat byproduct so iden-
tified have been Inspected and passed on
condition that they be refrigerated or
otherwise handled as prescribed by Part
11 of this subchapter, or by a method
approved by the Director of Division.

n) “U. 8. inspected and condemned”
or any authorized abbreviation thereof.
The carcass, viscera, part of carcass,
meat, meat byproduct, or meat food
product, so marked or so {dentified; is
unsound, unhealthful, unwholesome, or
otherwise unfit for human food.

(0) “U. 8. retained.”” The carcass,
viscera, part of carcass, meat, meat by-
product, meat food product, or other ar-

RULES AND REGULATIONS

ticle so marked or identified is held for
further examination by an inspector to
determine its disposal.

(p) "“U. S. suspect.” The animal so
marked is suspected of being affected
with a disease or condition which may
require {ts condemnation, in whole or in
part, when slaughtered, and is subject to
further examination by an inspector to
determine its disposal.

Q) “U. S. condemned.” The animal
so marked has been inspected and found
to be in a dying condition, or to be af-
fected with any other condition or dis-
ease that would require condemnation
of ils carcass.

(r) Inspection legend. A mark or a
statement, authorized by the regulations
in Parts 1 through 29 of this subchapter,
on a product or on the container of a
product indicating that the product has
been Inspected and passed for food by an

inspector.

(s) Animal, Cattle, sheep, swine, or
goat.

(t) Carcass. Al parts, including vis-

cera, of a slaughtered animal that are
capable of being used for human food.

(W) Meat. The edible part of the mus-
cle of cattle, sheep, swine, or goats which
is skeletal or which Is found in the
tongue, in the diaphragm, in the heart,
or in the esophagus, with or without the
accompanying and overlying fat, and
the portions of bone, skin, sinew, nerve,
and blood vessels which normally ac-
company the muscle tissue and which are
not separated from it in the process of
dressing. It does not include the muscle
found In the lips, snout or ears.

(V) Meat byproduct. ‘Any edible part
other than meat which has been derived
from one or more cattle, sheep, swine, or
goats. .

(w) Meat food product. Any article
of food, or any article intended for or
capable of being used as human food
which is derived or prepared, in whole or
in substantial and definite part, from
any portion of any cattle, sheep, swine,
or goat, except such articles as organo-
therapeutic substances, meat juice, meat
extract, and the like, which are only for
medicinal purposes and are advertised
only to the medical profession.

(x) Product. Any part or all of meat,
meat byproduct, and meat food product.

(y) Immediate container or true con-
tainer. . The unit can, pot, tin, canvas,
or other receptacle or covering in which
any product is customarily shipped.

(z) Shipping container or outside con-
tainer. The box, bag, barrel, erate, or
other receptacle or covering enclosing
any product packed in one or more im-
mediate or true containers,

(aa) Person. Natural person, indi-
vidual, firm, partnership, corporation,
company, society, and association, and
every officer, agent or employee thereof.
This term shall import either the singu-
lar or the plural as the case may be.

(34 Stat. 1204, sec. 306, 46 Stat. 689; 19
U. §. C, 1306, 21 U. 8. C. 89)

Parr 2—Scork OF INSPECTION

Sec.

2.1 Establishments requiring inspection.

2.2 Animals and product entering inspected
establishments,

See,
23 Horse slaughtering establishments re-
quiring inspection.
Avrnonrry: §§2.1 to 2.3 lssued under 34

Stat. 1264, sec. 306, 46 Stat. 680; 19 U. 5. ©.
1306, 21 U. 8. C. 89.

§2.1 Establishments requiring in-
spection. Every establishment in which
cattle, sheep, swine, or goats are slaugh-
tered for transportation or sale as
articles of interstate or foreign com-
merce, or in which  meat, meat byprod-
ucts, or meat food products of, or derived
from, cattle, sheep, swine, or goats are,
wholly or in part, canned, cooked, cured,
smoked, salted, packed, rendered, or
otherwise prepared for transportation or
sale as articles of interstate or foreign
commerce, which are capable of being
used as food for man, shall have inspec-
tion under the regulations in Parts 1
through 28 of this subchapter, except as
expressly exempted by Part 4 of this sub-
chapter,

§22 Animals and product entering
inspected establishments. Al cattle,
sheep, swine, and goats and all product
entering an establishment at which in-
spection is required by Parts 1 through
29 of this subchapter, and all product
prepared, In whole or in part, therein,
shall be inspected, handled, prepared,
marked, and labeled as required by the
regulations in Parts 1 through 29 of this
subchapter,

§ 23 Horse slaughtering establish-
ments requiring inspection. Every es-
tablishment in which horses are slaugh-
tered for transportation or sale as arti-
cles of interstate or forelgn commerce, or
in which carcasses, parts of carcasses,
meat, meat byproducts, or meat food
products of, or derived from, horses are,
wholly or in part, canned, cured, smoked,
salted, packed, rendered, or otherwise
prepared for transportation or sale as
articles of interstate or foreign com-
merce, which are capable of being used
as food for man, shall have inspection in
accordance with the terms presecribed in
Part 29 of this subchapter.

PART 4—APPLICATIONS FOR INSPECTION OR
EXEMPTION; RETAIL BUTCHERS, RETAIL
DEeALERS, AND FARMERS

Seo,

4.1 Application for Inspection or exemption,

42 Inspection; drawings, information to be
furnished, subsidiary establighments,
notice of grant of inspection, falie
statementas,

Exemption.

Exemption; holders of, limited to sup-
Pplying own customers.

45 Shipments of farm dressed meat.

4.6 Inspection for violations,

Avrnonrry: §§4.1 to 4.6 issued under 34

Stat, 1264, sec, 306, 46 Stat, 689; 19 U, B. C.

1306, 21 U. 8. C. 89,

§4.1 Application for inspection or ex-
emption. (a) The proprietor or opera-
tor of each establishment of the kind
specified in § 2.1 of this subchapter shall
make application to the Director of Divi-
slon for inspection or for exemption from
inspection.

(b) The proprietor or operator of each
establishment of the kind specified in
§ 2.3 of this subchapter shall make appli~

43
44
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cation to the Director of Division for
Inspeotion,

(0) Every application under this sec-
tion shall be made on a form furnished
by the Division, Washington, D. C. In
cases of change of ownership or change
of location, a new application shall be
made.

§ 4.2 Inspection; drawings, informa-
tion to be furnished, subsidiary estab-
lishments, motice of grant o) inspec-
tion, fjalse statements. (a) Triplicate
copies of complete drawings, with speci-
fications, consisting of floor plans show=
ing the locations of such features as the
principal pieces of equipinent, foor
drains, prineipal drainage lines, hand
washing basins, and hose connections for
cleanup purposes; roof plans; elevations;
cross and longitudinal sections of the
various bulldings showing such features
as principal pieces of equipment, helghts
of ceilings, conveyor rails, and character
of floors and ceilings; and a plot plan
showing such features as the limits of
the plant’s premises, locations in outline
of bulldings on the: premises, cardinal
points of the compass, and roadways and
railroads serving the plant, properly
drawn to scale, shall accompany appli-
cations for inspection. Applicants for
inspection may request Information from
the Director of Division concerning the
requirements before submitting plans.

(b) Each application shall specify the
names, addresses, and forms of organiza-
tion of subsidiaries for which Inspection
Is requested to do any of the business
described In §§2.1 or 2.3 of this sub-
chapter.

(¢) Notice in writing shall be given
to each spplicant granted- inspection,
specifying the establishment to which
the same applies.

(d) The Director of Division is hereby
authorized to determine whether appli-
cations for inspection or for exemption
from Inspection shall be granted or re-
fused, and fo revoke his prior approval
of any applieation if he determines that
any false statement was made in such
application,

143 Ezemption. (a) Retail butch-
ers and retall dealers in product, supply-
Ing their customers as provided in the
Meat Inspection Act,'upon making ap-
plication, pursuant to §4.1, may be ex-
empted from inspection, To each one so
exempted a numbered certificate of ex-
emption shall be furnished. No certifi-
cate of exemption shall be issued unless
all the premises on which the products
Are prepared and handled are main-
tained in a sanitary condition. Failure
by certificate holders to maintain sani-
tary conditions or to conform to such of
the regulations in Parts 1 through 29 of
this subchapter as apply to them shall
be cause for withdrawal of exemption
and the cancellation of certificates.
Such exempted establishments shall
conform to the same regulations as gove
e officlal establishments to the extent
that such regulations are applicable, in-
cluding but not limited to those regula-
tions regarding labeling, the use of dyes,
chemicals, and preservatives, and the
brescribed treatment of pork to destroy

trichinae as
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(b) On request of the Director of
Division, or an employee designated by
him, an exempted establishment shall
furnish such information concerning its
business and operations as has a bearing
on the exemption of the establishment
from inspection.

(¢) The Director of Division is hereby
authorized to withdraw exemption from
any exempted establishment which falls
to comply with any applicable provision
of the Meat Inspection Act or of the reg-
ulations made pursuant thereto.

(d) A certificate of exemption will be
issued only in one name at one location.
A certificate will not be issued if any
business is transacted at the location in
the name of anyone other than the ap-
plicant for the certificate of exemption,
for example, in the name of & parent
company, subsidiary, or tenant of the
applicant.

£ 44 Ezxemption; holders of, limited.

to supplying own customers. No estab-
lishment holding a certificate of exemp-~
tion shall use the same for any purpose
except to supply its own customers, as
provided in the Meat Inspection Act,

$45 Shipments of form dressed
meat. The carcasses and products of
animals slaughtered by any farmer on
the farm: Provided, They can be identi-
fied as such and are sound, healthful,
wholesome, and fit for human food, and
otherwise meet the requirements of the
applicable regulations In Parts 1 through
29 of this subchapter, may be trans-
ported in Interstate or foreign commerce
under the provisions of § 25.11 of this
subchapter., A farmer need not apply
for exemption from inspection in order
to procure the transportation of such
carcasses and products.

~ $46 Inspection jor violations. The
issuance of certificates of exemption
shall be conditioned on the granting of
permission by the holder thereof to in-
spectors to make inspections to ascer-
tain whether any of the regulations in
Parts 1 through 29 of this subchapter
have been violated. Inspectors shall
make inspections to ascertain whether
any of the regulations in Parts 1 through
29 of this subchapter applying to refail
butchers, retail dealers, farmers or other
persons have been violated.

PART 5—OFFICIAL NUMBERS AND
. INAUGURATION OF INSPECTION

E

OMeial numbers; subsidiary establish-
ments.

Separation of official from unofficial
entablishment.

Sanitation and adequate facilities,

Inauguration of inspection.

55 Wl;bdrawnl‘gf faspection for violatfons

of rogulations,
8.6 Reports of violations of regulations,

AvrrorirY: §§5.1 to 5.8 lssued under 34
Stas. 1264, sec, 306, 40 Stat, 689; 19 U, 8, C,
1306, 41 U, 5. C. 89.

§5.1 Official numbers; subsidiary
establishments, (a) To each establish-
ment granted inspection an official num-
ber shall be assigned. Such number
shall be used to identify all inspected
and passed products prepared in the
establishment, More than one number

51
52

53
54
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Mlt not be assigned to an establish-
ment.

(b) Two or more official establish-
ments under the same ownership or
control may be granted the same official
number, provided a serial letter is added
in each case to identify each establish-
ment and the products thereof,

(c) When inspection has been granted
to a person at an establishment, it shall
not be granted to any other person at
the same establishment, except that &
subsidiary of the grantee, doing sny of
the business described In §2.1 of this
subchapter may apply for and receive
inspection.

§5.2 Separation of oficial from un-
official establishment. (a) Each official
establishment shall be separate and dis-
tinct from any other official establish-
ment, from any unofficial establishment
in which any product is handled, and
from any other unofficial establishment
at the discretion of the Director of
Division.

(b) Inspection shall not be inaugu-
rated in any building any part of which
15 used as living quarters, uniess the part
for which inspection is requested is sepa-
rated from such quarters by floors, walls,
and cellings of solid concrete, brick, or
similar material, and the floors, walls,
and cellings are without opening that
directly or indirectly communicates with
any part of the bullding used as living
quarters. '

§ 5.3 Sanitation and adequate facil-
ities. Inspection shall not be begun if an
establishment is not in a sanitary condi-
tion nor unless the establishment agrees
to maintain such condition and provides
adequate facilities for conducting such
inspection.

§54 Inauguration of inspection.
When an application for inspection is
granted, the inspector in charge shall,
at or prior to the inauguration of inspec-
tion, inform the proprietor or operator of
the establishment of the requirements of
these regulations. If the establishment,
at the time inspection is inaugurated,
contains any product which has not
theretofore been inspected, passed, and
marked in complinnce with the regula-
tions in Parts 1 through 29 of this sub-
chapter, the identity of the same shall be
maintained, and it shall not be trans-
ported or offered for transportation in
interstate or forelgn commerce, or other- .
wise dealt with as inspected and passed
under the regulations in Parts 1 through
29 of this subchapter. The establish-
ment shall adopt and enforce all neces«
sary measures, and shall comply with
all such directions as the Inspector in

charge may prescribe, for carrying out

the purposes of this section.

£55 Withdrawal of inspection for
violations of regulations. The Director of
Division i3 hereby authorized to with-
draw inspection from any official estab-

“lishment which fa'ls to comply with any

provision of the Meat Inspection Act or
of the regulations made pursuant there-
to. \

$5.6 Reports of violations of regula-
tions. Inspectors and other division em-
ployees shall report to the inspector in
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charge all violations and faflures under
§55 of which they have knowledge,
and the inspector in charge shall report
the same to the Director of Division,

Parr 6—ASSIGNMENT OF DIVISION
e EMPLOYEES

6.1 . Designation of inspector In charge and
assistants

62 Division employees to have access to ea-
tablishments at all times.
Badge ns dentification of Inspectors,
Assignment of inspectors where mom-
bers of family employed: soliciting
employment,
Avrionrry: §§ 6.1 to 64 lssued under 34
Stat. 1264, sec. 306, 46 Stat, 680; 19 U. 8. C.
1306, 21 U. 8. C. 89.

§6.1 Designation of inspector in
charge and assistants, The Director of
Division shall designate an inspector in
charge of the inspection at each official
station, and assign to said inspector such
assistants as may be necessary.

§ 6.2 Division employees to have ac-
cess to establishments at all times. For
the purpose of any examination or in-
spection necessary to enforce any of the
provisions of the regulations contained
in Parts 1 through 29 of this subchapter,
Diyision employees shall have access at
all times, by day or night, whether the
establishment i5 operated or not, to every
part of any officlal ent to
which they are assigned.

§6.3 Badge as identification of in-
spectors, Each Division employee will
be furnished with a numbered official
badge, which he shall not allow to leaye
his possession, and which he shall wear
in such manner and at such times as
the Director of the Division may pre-
scribe. This badge shall be sufficient

63
G4

identification to entitle him to admit-

tance at all regular entrances and to all
parts of the establishment and premises
to which he is assigned.

§ 64 Assignment of inspectors where
members of family employed; solicit-
ing employment. Except as specifi-
cally authorized by the Director of Divi-
slon, no Division employee shall be de-
tailed for duty at an establishment where
any member of his family is employed by
the establishment, nor shall any inspec-
tor in charge or other employee acting
in a supervisory capacity be continued
on duty at an official station where any
member of his family {s employed by any
establishment under his jurisdiction.
Division employees are forbidden to
solicit, for any person, employment at
any official establishment, or by any offi-
cer, manager, or employee thereof.

PART T—FACILITIES FOR INSPECTION

Facilities for Division employees.

Hours of operation of official establish-
mente.

Designation of days and hours of opera-
tion by inspector in charge.

Overtime work of meat inspection em-
ployees.

Facllities and conditions to be provided
by establishment.

Inspectors to furnish Implements and
maintain hands and implements in
sanitary condition,
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Avrronrry: §§7.1 to 7.8 issued under 34

Stat. 1204, sec. 306, 46 Stat. 689, 19 U. 8, O,

1300, 21 U. 8. C, 89.

£ 7.1 Facilities for Division employ-
ees, Furnished office room, including
light, heat, and janitor service, shall be
provided by official establishments, rent
free, for the exclusive use for official pur-
poses of the inspector and other Division
employees assigned thereto. The room
or rooms set apart for this purpose shall
meet with the approval of the Inspector
in charge and shall be conveniently lo-
cated, properly ventilated, and provided
with lockers sultable for the protection
and storage of Division supplies and
with facilities suitable for Division em-
ployees to change clothing. Laundry
service for inspectors’ outer work cloth-
ing shall be provided by establishments.

§7.2 Hours of overation of official
establishments. Each official establish-
ment shall inform the inspector in
charge, or his assistant, when work in
each department has been concluded for
the day, and of the day and hour when
work will be resumed therein. When-
ever any product-1s to be overhauled or
otherwise handled in an official estab-
lishment during unusual hours, the es-
tablishment shall, a reasonable time in
advance, notify the inspector in charge,
or his assistant, of the day and hour
when such work will be commenced, and
such articles shall not be so handled ex-
cept after such notice has been given.
No department of an official establish«
ment shall be operated except under
the supervision of a Division employce.
All slaughtering of animsals and prepa-
ration of products shall be done within
reasonable hours, and with reasonable
speed, the facilities of the establish-
ment being considered. No shipment of
any product shall be made from an of-
ficial establishment until after due
notice has been given to the inspector in
charge or his assistant,

£73 Designation of days and hours
of operation by inspector in charge.
When one inspector is detailed to con-
duct the work at two or more official
establishments where few animals are
slaughtered or where but a small quan-
tity of any product is prepared, the in-
spector in charge may designate the
hours of the day and the days of the
week during which such establishments
may be operated, _

§74 Overtime work of meat inspec-
tion employees. The management of an
official establishment, an importer, or an
exporter desiring to work under condi-
tions which will require the services of
an employee of the Division on any Sat-
urday, Sunday, or holiday, or for more
than 8 hours on any other day, shall,
sufficiently in advance of the period of
overtime, request the inspector in charge
or his assistant to furnish inspection
service during such overtime period, and
shall pay the Administrator therefor an
amount sufliclent to reimburse the Sery-
ice for the cost of the inspection services
50 furnished. It will be administratively
determined from time to time which
days constitute holidays.

- $7.5 Facilities and conditions o be
provided by establishment. When re-
quired by the Director of Division or the
inspector in charge, the following facili-
ties and conditions, and such others as
may be essential to eflicient conduct of
inspection and maintenance of sanitary
conditions, shall be provided by each
official establishment:

(a) Satisfactory pens, equipment, and
sssistants for conducting ante-mortem
inspection and for separating, marking,
and holding apart from passed animals
those marked “U. S. suspect™ and those
marked “U. 8. condemned™, Pens, alleys,
and runways shall be paved, drained, and
supplied with adequate hose connections
for cleanup purposes. Sufficient light
shall be provided for the inspection.

(b) Sufcient natural light and abun-
dant artificial light at all places and
such times of the day when natural
light may not be adequate for proper
conduct of inspection, Rooms shail be
kept sufficiently free of steam and va-
pors for inspection to be properly made.
Equipment or substances which generate
gases or odors shall not be used except
as specifically permitted by the Director
of Division,

(¢) Racks, receptacles, or other suit-
able devices for retaining such parts as
the head, tongue, tail, thymus gland,
and viscera, and all parts and blood to
be used in the preparation of meat food
products or medical products, until after
the post-mortem examination is com-
pleted, in order that they may be identi-
fled in case of condemnation of the car-
cass; equipment, trucks, and receptacles
for the handling of viscera of slaughtered
animals so as to prevent contact with
the floor; trucks, racks, marked recep-
tacles, tables, or other necessary equip-
ment for the separate and sanitary han-
diing of carcasses or parts passed for
cooking.

(d) Tables, benches, and other equip-
ment on which inspection Is performed,
of such design, material, and construc-
tion as to enable Division employees to
conduct their inspection in a ready, efli-
clent and.cleanly manner,

(e) Watertight metal trucks or re-
ceptacles for holding and handling dis-
eased carcasses and parts, so constructed
as to be readily cleaned; such trucks or
receptacles to be marked in a conspleuous
manner with the phrase “U. S. con-
demned” in letters not less than 2 inches
high, and, when required by the inspec-
tor in charge, to be equipped with facili-
ties for locking or sealing.

() Adequate arrangements; including
liquid soap and cleansers, for cleansing
and disinfecting hands, for sterilizing all
implements used in dressing diseased
carcasses, floors, and such other articles
and places as may be contaminated by

carcasses or otherwise.

(g) In establishments in which slaugh-
tering is done, rooms, compartments, or
specially prepared open places, to be
known as “final inspection places”, nf
which the final inspection of retained
carcasses may be conducted. Competent
assistants for handling retained carcas-
ses and parts shall be provided by the
establishment. Final inspection places




Tuesday, December 23, 1958

shall be adequate In size and thelr rail
errangement and other equipment shall
be sufliclent to prevent carcasses and
parts, passed for food or cooking, from
belng contaminated by contact with con-
demned carcasses or parts. They shall
be eguipped with hot water, lavatory,
sterilizer, tables, and other equipment re-
quired for ready, efficient, and sanitary
conduct of the inspection. The floors
shall be of such construction as to facili-
tate the maintenance of sanitary condi-
tions and shall ‘have proper drainage
connections, and when the final inspec-
tion place is part of a larger floor, it shall
be separated by a curb, railing, or other-
wise, ®

(h) Rooms, compartments, and recep-
tacles in which carcasses and product
may be held for further inspection,
These shall be in such number and in
such locations as the needs of the in-
spection in the establishment may re-
quire. They shall be equipped for secure
Jocking and shall be held under locks
furnished by the department, the keys
of which shall not leave the custody of
Division employees. Every such room,
compartment, or receptacle shall be
marked conspicuously with the phrase
“U. 8, retained” in letters pot less than
two inches high. Rooms or compart-
ments for these purposes shall be secure
and susceptible of being kept clean, in-
;ﬂudmg a sanitary disposal of the floor
Iquids.

() Adequate facilities, including de-
naturing materials, for the proper dis-
posal of condemned articles in accord-
ance with the regulations in Parts 1
through 29 of this subchapter. Tanks
or other rendering equipment which,
under the regulations in Parts 1 through
29 of this subchapter, must be sealed,
shall be properly equipped for sealing
as may be specified by the Director of
Divislon,

(J) Docks and receiving rooms, to be
designated by the establishment, with
the approval of the inspector in charge,
for the receipt and inspection of all prod-
ucts as provided in §18.4 of this sub-
chapter,

(k) Suitable lockers in which brands
bearing the inspection legend shall be
kept when not in use. All such lockers
z:.h.lll be equipped for locking with locks
‘0 be supplied by the department, the
keys of which shall not leave the custody
of Division employees.

§7.6 Inspectors to furnish imple-
ments and maintain” hands and imple-
ments in sanitary condition. Inspectors
shall furnish their own work clothing
and implements, such as knives, steels,
flashlights, and triers, for conducting
Inspection and shall cleanse their hands
and implements as prescribed by § 8.8
(¢) of this subchapter.

PART 8—SANITATION

Examination and spocifications for
equipment and sanitation prior to
granting Inspection,

Drawings and specifications to be fur-
nished {n advance of construction.

Establishments; sanitary condition; re-
quirements,

Sanitary faclilities and accommodae~
tions; specific requirements,
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Equipment to be easily cleaned; that
for Inedible products to be marked.

Scabbards for knives,

Rooms, compartments, ete,, to be clean
and sanitary.

Operations, procedures, rooms, cloth-
ing, utensils, etc, to be clean and
sanitary.

Protective coverings for product,

Slack barrels and almilar containers
and vehicles and cars for product;
paper In contact with product,

Burlap  wrapping for meat; meat
wrapped in, to be previously wrapped
in paper or cloth.

Becond-hand tubs, barrels, other con-
talners and tank cars; Inspection
and cleaning.

Inedible operating and storage rooms;
outer premises, docks, drivewnys, ap-
proaches, pens, alieys, eto,; fiy-breed-
ing material; nulsances.

Employment of diseased persons.

Tagging insanitary equipment, uten-
sils; rooms, or compartments.

Avrnonrry: §§ 8.1 to 8.15 issued under 34

Stat. 1264, soc, 306, 46 Stat, 680; 10 U. 8. C.
1306, 21 U. 8. C. 89,

§8.1 Examination and specifications
Jor equipment and sanitation prior
to granting inspection. Prior to the
inauguration of Inspection, an examina-
tion of the establishment and premises
shall be made by a Division craployee and
the requirements for sanitation and the
ggesary facilities for Inspection specl-

$8.2 Drawings and specifications to
be furnished in advance of construction.
Triplicate copies of drawings and speci-
fications, complete as contemplated in
§4.2 of this subchapter, for remodeling
plants of official establishments and for
new structures shall be submitted to the
Director of Division and approval ob-
tained for the plans in advance of con-
struction.

§ 8.3 Establishments; sanitary condi-
tion; requirements. (a) Official estab-
lishments and premises on or in which
any product is prepared or handled by or
for persons to whom certificates of ex-
emption have been issued, shall be main-
tained in sanitary condition, and to this
end the requirements of paragraphs (b)
to (h), inclusive, of this section shall be
complied with,

(b) There shall be sbundant light,
both natural and artificial, of good qual-
ity and well distributed, and sufficient
ventilation for all rooms and compart-
ments to insure sanitary condition.

(¢) There sheall be an efficient drain-
ege and plumbing system for the estab-
lishment and premises, and all drains
and gutters shall be properly installed
with approved traps and vents:

(d) (1) The water supply shall be
ample, clean, and potable, with adequate
facilities for its distribution in the plant
and its protection against contamination
and pollution, Every establishment shall
make known and, whenever required,
shall afford opportunity for inspection
of the source of its water supply, the
storage facilities, and the distribution
system. Equipment using potable water
shall be so installed as to prevent back-
siphonage into the potable water system.
Nonpotable water is permitted only in
those parts of official establishments
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where no edible product is handled or
prepared, and then only for limited pur-
poses such as on ammonia condensers not
connected with the potable water supply,
in vapor lines serving inedible product
rendering tanks, in connection with
equipment used for hashing and wash-
ing inedible products preparatory to
tanking, and in sewer lines for moving
heavy solids in the sewage. Nonpotable
water is not permitted for washing floors,
areas, or equipment involved in trucking
materials to and from edible products de~
partments, nor is it permitted In hog
scalding vats, dehairing machines, or
vapor lines serving edible product ren-
dering equipment, or for clean-up of
ghackling pens, bleeding areas, or run-
ways within the slaughtering depart-
ment, In all cases, nonpotable water
lines shall be clearly identified and shall
not be cross-connected with the potable
water supply uniess this is necessary for
fire protection and such connection is of
a type with an adequate break to assure
against accidental contamination, and is
approved by local authorities and by the
Director of Division.

(2) Inspectors in charge may permit

the reuse of water in vapor lines leading
from deodorizers used in the preparation
of lard and similar edible product and
in equipment used for the chilling of
canned product after retorting, pro-
vided the reuse is for the ldentical orig-
inal purpose and the following precau-
tions are taken to protect the water that
is reused:
(1) Al pipe lines, reservoirs, tanks,
cocling towers, and like equipment em-
ployed in handling the reused water are
go constructed and installed as to facili-
tate their cleaning and inspection.

(i) Complete draining and disposal of
the reused wster, effective cleaning of
the equipment, and renewal with fresh
potable water is accomplished at such
intervals as may be necessary to assure
an acceptable supply of water for the
purpoge intended.

({il) Effective chlorination (not less
than spproximately 1 part per million

“of residual chlorine at any point within

the cooling system) of the reused water
utilized for cooling canned product is
maintained but with the understanding
that chlorination alone is not to be re-
lled upon entirely or to be accepted in
lieu of the requirements listed in sub-
divisions (1) and (i) of this subpara-
graph.

(3) An ample supply of water at not
less than 180° F. shall be furnished and
used for the cleaning of inspection
equipment and other equipment, floors,
walls, and the like, which are subjeoct to
contamination by the dressing or han-
dling of diseased carcasses, their viscera
and parts. Whenever necessary to de-
termine compliance with this require-
ment, conveniently located thermome-
ters shall be installed to show the tem-
perature of the water at the point of use.

(4) Hot water for cleaning rooms and
equipment other than those mentioned
in subparagraph (3) of this paragraph
shall be delivered under pressure to suf-
flelent convenient outlets and shall be of
such temperature as to accomplish a
thorough cleanup,
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(e) The floors, walls, ceilings, parti-
tions, posts, doors, and other parts of all
structures shall be of such materials,
construction, and finish as will make
them susceptible of being readily and
thoroughly cleaned. 'The floors shall be
kept watertight, The rooms and com-
partments used for edible products shall
be separate and distinct from those used
for inedible products.

(f) The rooms and compartments in
which any product is prepared or han-
dled shall be free from dust and from
odors from dressing and toilet_rooms,
catchbasins, hide cellars, casing rooms,
inedible tank and fertilizer rooms, and
livestock pens.

{g) Every practicable precaution shall
be taken to exclude flies, rats, mice, and
other vermin from establishments. The
use of polsons for any purpose In rooms
or compartments where any unpacked
product is stored or handled is forbidden,
except under such restrictions and pre-
cautions as the Director of Division may
preseribe. The use of bait polsons in
hide cellars, inedible compartments, out-
buildings, or similar places, or in store-
rooms containing canned or tierced
products is not forbidden but only those
approved by the Director of Division may
be used. So-called rat viruses shall not
be used In any part of an establishment
or the premises thereof,

(h) Dogs and cats shall be excluded
from establishments.

§ 8.4 Sanitary Jjacilities and accom-
modations; specific requirements. Ade-
quate sanitary facilities and accommo-
dations shall be furnished by every offi-
cial establishment. Of these the follow-
ing are specifically required:

{(a) Dressing rooms, toilet rooms, and
urinals shall be sufficlent in number,
ample in size, and conveniently located.
The rooms shall be provided with win-
dows to admit direct, natural light and
shall have adequate facilities for artifi-
cial light. They shall be properly ven-
tilated, and meét all requirements as to
sanitary construction and equipment.
They shall be soparate from the rooms
and compartments in which products are
prepared, stored, or handled. Where
both sexes are employed, separate facil-
ities shall be provided.

(h) Modern lavatory accommodations,
including running hot and cold water,
soap, towels, ete. These shall be placed
in or near tollet and urinal rooms and
also at such other places in the estab-
lishment as may be essential to assure
cleanliness of all persons handling
product,

(c) Tollet soil lines shall be separate
from house drainage lines to a point out-
side the buildings and drainage from
toilet bowls and urinals shall not be dis-
charged into a grease catchbasin,

(d) Properly located Tfacilities for
cleansing and disinfecting utensils and
hands of all persons handling any
product,

$ 8.5 Equipment to be easily cleaned;
that for inedible products to be
marked. Equipment and utensils used
for preparing, processing, and otherwise
handling any product shall be of such
materials and construction as will make
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them susceptible of being readily and
thoroughly cleaned and such as will in-
sure strict cleanliness in the preparation
and handling of all products. So far as is
practicable, such equipment shall

made of metal or other impervious mate-
rial. Trucks and receptacles used for
inedible materials shall be of similar
construction and shall bear some con-
spicuous and distinctive mark, and shall
not be used for handling edible products.

$8.6 Scabbards for knives. Scab-
bards and similar devices for the tempo-
rary retention of knives, steels, triers,
ete,, by workers and others at inspected
establishments shall be constructed of
rust-resisting metal or other impervious
material, shall be of a type that may be
readily cleaned, and shall be kept clean.

§ 87 Rooms, compartments, elc., to
be clean and sanitary. Rooms, com-
partments, places, equipment, and uten-
sils used for preparing, storing, or other-
wise handling any product, and all other
parts of the establishment, shall be kept
clean and in sanitary condition. There
shall be no handling or storing of mate-
rials which create an objectionable con-
dition In rooms, compartments, or places
where product is prepared, stored, or
otherwise handled.

§8.8 Operations, procedures, rooms,
clothing, utensils, ete., to be clean and
sanitary. (a) Operations and proce-
dures involving the preparation, storing,
or handling of any product shall be
strictly in accord with cleanly and sani-
tary methods.

(b) Rooms and compartments in
which inspections are made and those in
which animals are slaughtered or any
product is processed or prepared shall be
kept sufficiently free of steam and vapors
to enable Division employees to make in-
spections and to insure cleanly opera-
tions. The walls, cellings, and overhead
structures of rooms and compartments
in which product is prepared, handled, or
stored shall be kept reasonably free from
moisture.

(¢) Butchers and others who dress or
handle diseased carcasses or parts shall,
before handling or dressing other car-
casses or parts, cleanse thelr hands with
llquid soap and hot water, and rinse
them in clean water. Implements used
in dressing diseased carcasses shall be
thoroughly cleansed in boiling water, or
in a prescribed disinfectant followed by
rinsing in clean water. The employees
of the establishment who handle any
product shall keep their hands clean,
and In all cases after visiting the toilet
rooms or urinals shall wash their hands
before handling any product or imple-
ments used in the preparation of product.

(d) Aprons, frocks, and other outer
clothing worn by persons who handle any
product shall be of material that is read-
fly cleansed and only clean garments
shall be worn.

(e) Such practices as spitting on
whetstones; spitting on the floor; placing
skewers, tags, or knives in the mouth; in-
flating lungs or casings, or testing with
air from the mouth such receptacles as
tierces, kegs, casks, and the like, contain-
ing or Intended as containers of any
product, are prohibited. Only mechani-

cal means may be used for testing. Care
shall be taken to prevent the contamina-
tion of products with perspiration, hair,

cosmetics, medicaments and the like,

§89 Protective coverings for prod-
uct. Inspectors in charge shall require
the use of such protective coverings for
product as it is distributed from official
establishments as will afford adequate
protection for the product against dust,
dirt, insects and the like, considering the
means intended to be employed in trans-
porting the product from the establish-
ment,

§ 8.10 Slack barrels and similar con-
tainers and vehicles and cars for prod-
uct; paper in contact with product. (a)
When necessary to avold contamination
of product with wood splinters and the
like, slack barrels and similar containers
and vehicles and cars shall be lined with
suitable material of good quality before

packing.

(b) Slack barrels and similar contain-
ers and vehicles and cars in which any
product is transported shall be kept in a
clean and sanitary condition.

(¢) Paper used for covering or lining
slack barrels and similar containers and
vehicles and cars shall be of a kind which
does not tear during use but remains in-
tact when moistened by the product and
does not disintegrate.

§$8.11 Burlap rwrapping for meat;
meat wrapped in, to be previously
wrapped in paper or cloth, Since burlap
used without any other material as a
wrapping for meat deposits liat on the
meat and does not sufficiently protect it
from outside contamination, the use of
burlap as a wrapping for meat will not
be permitted unless the meat is first
wrapped with a good grade of paper or
cloth of a kind which will prevent con-
tamination with lint or other foreign
matter,

§8.12 Second - hand tubs, barrels,
other containers and tank cars; inspec-
tion and  cleaning. (a) Second-hand
tubs, barrels, and boxes intended for use
as containers of any product shall be in-
spected when received at the establish-
ment and before they are cleaned.
Those showing evidence of misuse ren-
dering them unfit to serve as containers
for food products shall be rejected. The
use of those showing no evidence of pre-
vious misuse may be allowed after they
have been thoroughly and properly
cleaned. Steaming, after thorough
scrubbing and rinsing, is essential to
cleaning tubs and barrels,

(b) Interiors of tank cars about to be
used for the transportation of any prod-
uct shall be carefully inspected for clean-
liness even though the last previous con-
tent was edible. Lye and soda solutions
used in eleaning must be thoroughly re-
moved by rinsing with clean water. In
their examinations Division employees
shall enter the tank with a light and
examine all parts of the interior.

§8.13 Inedible operating and stor-
age rooms; outer premises, docks, drive-
ways, approaches, pens, alleys, ete.; fiv-
breeding material; nuisances, All oper-
ating and storage rooms and depart-
ments of official establishments used for
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incdible materials shall be maintained in
acceptably clean condition. The outer
premises of every official establishment,
embracing docks and areas where cars
and vehicles are loaded, and the drive-
ways, approaches, yards, pens, and alleys,
shall be properly paved and drained and
kept in ¢lean and orderly condition. All
catehbasins on the premises shall be of
such construction and location and shall
pe given such attention as will insure
their being kept in acceptable condition
a5 regards odors and cleanliness. Catch-
basins shall not be located in depart-
ments where product is prepared, han-
dled, or stored, The accumulation on the
premises of establishments of any ma-
terial in which flies may breéed, such as
hog hair, bones, paunch contents, or
manure, is forbidden. No nuisance shall
be allowed in any establishment or on its
premises.

§8.14 Employment of diseased per-
sons. No establishment shall employ, in
any department where any product is
handled or prepared, any person affected
with tuberculosis or othér communicable
disease in & transmissible stage.

§8.15 Tagging insanitary equipment,
ulensils, rooms, or comparitments.
When, in the opinion of a Division em-
ployee, any equipment, utensil, room, or
compartment at an official establishment
is unclean or its use would be in viclation
of any of the regulations in this sub-
chapter, he will attach a “U, 8. Rejected”
tng thereto. No equipment, utensil
room, or compartment so tagged shall
ogain be used until made acceptable,
Such tag so placed shall not be removed
by anyone other than a Division
employee,

PART 9—ANTE-MORTEM INSPECTION
Sec,
9.1 Ante-mortom Inspection in pens of offi-

clal establishments; suspects.

Animaly suspected of belng diseased;
disposition of on post-mortem in-
spection or otherwise; marking sus-
pects;  temperatires where disease
suspected,

Marking anlmals "U. 8. condemned™
x«l)und diseased, or In dylng ocondi-
tion.

Cripples and downers.,

Immature animals.

Anlmals showing symptoms of an-
aplasmosls, leptosplrosts, 1isterellosls,
parturient paresls, rables, rallroad
sickness, or tetanus.

Hog cholera; swine Injected with hog
cholera virus.

Epitheiloma of the eye of cattle,

Animals affected with anthrax; clean-
ing and disinfection of infected lve-
stock pens and driveways,

Cattle affected with anasarca or gen-
ernlized edema.

Tuberculin test reactors.

Swine erysipelas,

Pregnancy or recent parturition,

Vacelne animals,

Entlergency alaughter; inspection prior
0.

Disposition of condemned animals,
.17 Brucellosis-renctor goats,
918 Vesicular diseases,

5 Avrowrry: §§9.1 to 0.18 issued under
U4 Stat, 1264, sec. 308, 46 Stat. 689; 19
- 8. C. 1306, 21 U, S. O, 80.

§9.1 Ante-mortem inspection in pens
o/ official establishments; suspects.

02

N ]

08
09

2.10

a1
0.12
h1a
b.14
0.15

8.1

FEDERAL REGISTER

(a) An ante-mortem examination and
inspection shall be made of all cattle,
sheep, swine, and goats about to be
slaughtered In an official establishment
before their slaughter shall be allowed.
Such inspection shall be made on the
day of slaughter.

(b) Such ante-mortem inspection
shall be made in pens on the premises of
the establishment in which the animals
are about to be slaughtered. When the
holding pens of an official establishment
are located in a public stock yard and
are reserved for the exclusive use of the
establishment, such pens shall be re-
garded as part of the premises of that
establishment and the establishment
shall be responsible therein for all re-
quirements of Parts 1 through 29 of
this subchapter.

(¢) Every animal required to be
marked as a suspect on ante-mortem in-
spection in the pens of an official estab-
lishment shall be set apart, and, except
as hereinafter provided, shall be slaugh-
tered separately from other animals at
that establishment unless disposed of as
otherwise provided in this part,

§9.2 Animals suspected of being
diseased; disposition of on post-mortem
inspection or otherwise; marking sus-
pects; temperatures where disease sus-
pected. (&) Any animal which, on ante-
mortem Inspection, does not plainly
show, but is suspected of being affected
with, any disease or condition that, un-
der Parts 1 through 20 of this subchapter,
may cause condemnation of the carcass
on post-mortem inspection, and any ani-
mal which shows, on anfe-mortem in-
spection, any disease or condition that,
under Parts 1 through 29 of this sub-
chapter, would cause condemnation of
only part of the carcass on post-mortem
inspection, shall be so marked as to re-
tain its identity as a suspect until final
post-mortem inspection, when the car-
cass shall be marked and disposed of as
provided elsewhere in Parts 1 through
20 of this subchapter, or until disposed
of as otherwise provided for in this part.

(b) All animsals required by Parts 1
through 29 of this subchapter to be
treated as suspects, or to be marked as
suspects, or to be marked so as to retain
their identity as suspects, shall be
marked by or under the supervision of a
Division employee "U. S. suspect”, or
with other distinctive mark or marks to
indicate that they are suspects as the
Director of Division may adopt, such
as provided under § 9.11. No such mark
shall be removed except by a Division
cmployee,

(¢c) Each animal marked “U. 8. sus-
pect” on ante-mortem inspection, and
animals treated as suspects such as pro-
vided under §9.11, when presented for
slaughter shall be accompanied with a
Form MI 402-2, on which shall be re-
corded the suspect tag number and any
other identifying tag numbers present
and a brief description of the animal and
of the disease or condition for which the
animal was classed as a suspect, includ-
ing its temperature when the tempera-
ture of such animal might have a bearing
on the disposition of the carcass on post-
mortem inspection.
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{(d) Any swine having a temperature
of 106° F, or higher and any cattle, sheep
or goats having a temperature of 105* F.
or higher shall be marked "U. 8. Con-
demned”. In case of doubt as to the
cause of the high temperature, or when
for other reasons such action appears
warranted, any such animals may be
held for a reasonable time, under the
supervision of a Division employee, for
further observation and taking of tem-
perature before final disposition of such
animals is determined.

{e) When any animal tagged "U. 8.
suspect” is released for any purpose or
reason, as provided In this part, the tag
shall be removed by a Division employee
and his action reported to the inspector
in charge.

§83 Marking animals “U. S. con-
demned” found disecased, or in dying
condition, (a) All animals plainly show-
ing on ante-mortem inspection any dis-
ease or condition that, under Parts 1
through 29 of this sub-chapter, would
cause condemnation of thelr carcasses on
post-mortem inspection shall be marked
“U. S. condemned” and disposed of in ac-
cordance with § 9.16,

(b) Animals received for slaughter
and found in a dying condition on
premises of an official establishment
shall be marked “U. S. condemned” and
disposed of in accordance with § 9.16,

(¢) Reactors to the tuberculin test,
required by this section to be condemned,
should be autopsied and the findings
made the subject of a special report,

(d) Any animal found in a comatose
or semi-comatose condition or affected
with any condition not otherwise coy-
ered In this part, which would not war-
rant release of the animal for slaughter
for food shall be marked “U. S. con-
demned” and disposed of in accordance
with §9.16 except that such animal
may be set apart and held for further
observation or treatment under Division
or other responsible official supervision,

§9.4 Cripples and downers. Al se-
riously crippled animals and animals
commonly termed “downers” if not
marked “U. 8. Condemned,” as required
elsewhere in this part, shall be marked
and treated as suspects in accordance
with §98.2,

$£95 Immature animals. Animals
which are offered for ante-mortem in-
spection under this part, and which are
regarded as immature, =hall be marked
“U. 8. suspect”, and, if slaughtered, the
disposition of their carcasses shall be de-
termined by the post-mortem findings
in connection with the ante-mortem con-
ditions. If not slaughtered as suspects,
such animals shall be held under Divi-
sion or other responsible official super-
vision, and after sufficient development
may be released for slaughter, or may be
released for any other purpose, provided
they have not been exposed to any in-
fectious or contagious disease.

§0.6 Animals showing symptoms of
anaplasmosis, leplospirosis, listereliosis,
parturient paresis, rabies, railroad sick-
ness, or tetanus. (a) All animals show-
ing on ante-mortem inspection symp-
toms of anaplasmosis, leptospirosis,
Hsterellosis, parturient paresis, -rables,
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railroad sickness, or tetanus shall be
marked “U. 8. condemned” and disposed
of in accordance with § 9.16, except that
cattle showing symptoms of anaplas-
mosis, leptospirosis, listerellosis, parturi-
ent paresis, or railroad sickness may be
set apart and held for treatment under
Division or other responsible official
supervision. If, at the expiration of the
treatment period, animals upon exam-
ination are found to be free from disease,
they may be released for any purpose in
accordance with § 9.16, except that when
released for slaughter at the official
establishment, animals which have been
previously affected with listerellosis shall
be marked “U. S. suspect.”

(b) Animals which have reacted to a
test for leptospirosis, but which show no
symptoms of the disease, shall be marked
“U. S. suspect.”

§ 9.7 Hog cholera; swine injected with
hog cholera virus. (a) All hogs plainly
showing on ante-mortem -inspection
that they are affected with hog cholera
shall be marked “U. S, condemned" and
disposed of in accordance with § 9.16,

(b) If & hog has a temperature of
106" F. or higher, and is of a lot in which
there are symptoms of hog cholera, in
case of doubt as to the cause of the high
temperature, after being marked for
identification, it may be held for a rea-
sonable time, under the supervision of a
Division employee for further observa-
tion and taking of temperature. Any
hog so held shall be reinspected on the
day it is slaughtered. If, upon such re-
inspection, or, when not held for further
observation and taking of temperature,
then on the original inspection, the hog
has & temperature of 106" F. or higher,
it shall be condemned and disposed of
in accordance with §9.16.

(¢) All hogs, even though not them-
selves marked as suspecis, which are of
lots one or more of which have been con-
demned or marked as suspects for hog
cholera, shall, so far as possible, be
slaughtered separately and apart from
all other animals passed on ante-mortem
inspection.

(d) A hog suspected of being affected
with hog cholera may be set apart and
held for treatment under Division or
other responsible official supervision. If
at the expiration of the treatment pe-
riod, the animal, upon examination, is
found to be free from disease, it may be
released for any purpose, including
slaughter,

(e) Swine, other than hyperimmune
swine, shall be condemned on ante-mor-
tem inspection if offered for slaughter
within 28 days after injection with hog-
cholera virus, y

(f) Swine, other than hyperimmune
swine, offered for slaughter after 28 days
following Injection with hog-cholera vi-
rus shall be given ante-mortem Inspec-
tion In conformity with Parts 1 through
20 of this subchapter without reference
to the injected virus,

(g) Hyperimmune swine shall be con-
demned on ante-mortem inspection if
offered for slaughter within 10 days after
hyperimmunization.

(h) Hyperimmune swine offered for
slaughter after 10 days following hyper-
Immunization shall be given ante-mor-
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tem inspection in conformity with Parts
1 through 29 of this subchapter without
reference to the injected virus.

§ 9.8 Epithelioma of the eye of cattle.
(a) Any animal found on ante-mortem
inspection to be affected with epithe-
lioma of the eye and of the orbital region
in which the eye has been destroyed or
obscured by neoplastic tissue and which
shows extensive Infection, suppuration,
and necrosis, usually accompanied with
foul odor, or any animal affected with
epithelioma of the eye or of the orbital
region which, regardless of extent, is
accompanied with cachexia shall
marked “U. 8. condemned” and disposed
of in accordance with § 9.16.

(b) Any animal found on ante-mortem
inspection to be affected with epithelioma
of the eye or of the orbital region to a
lesser extent than in (4) shall be marked
“U. 8. suspect” and disposed of as pro-
vided in Parts 1 through 29 of this sub-
chapter,

£ 99 Animals affected with anthrax;
cleaning and disinfection of infected
livestock pens aend driveways. (a) Any
animal found on ante-mortem inspection
to be affected with anthrax shall be
marked “U, 8. condemned” and disposed
of in accordance with § 9.16.

(b) No animal of a lot in which an-
thrax is found on ante-mortem inspec-
tion shall be presented for post-mortem
inspection until it has been determined
by a careful ante-mortem inspection that
no infected animal remains in the lot.
Apparently healthy animals other than
hogs shall be held as provided for in
paragraph (¢) of this section. If desired,
all apparently healthy animals of the
lot may be segregated and held for treat-
ment by a competent veterinarian under
Division or other responsible official su-
pervision, No anthrax vaccine (live or-
ganisms) shall be used on the premises
of an official establishment.,

(c) Apparently healthy animals of a
lot of cattle, calves, sheep, or goats in
which anthrax Is detected, and animals
which have been treated with anthrax
biologicals which do not contain living
anthrax organisms, =hall not be pre-
sented for post-mortem inspection in
less than 21 days following the last treat-
ment or the last death. Treatment with
anthrax vaccine (live organisms) must
be elsewhere than on the official premises
and subject to the conditions stated In
paragraph (d) of this section,

(d) Animals which have been Injected
with anthrax vaccines (live organisms)
within six weeks, and those bearing evi-
dence of reaction to such treatment, such
as inflammation, tumefaction, or edema
at the site of the injection, shall be con-
demned on ante-mortem inspection, or
such animals may be held under Division
or other responsible official supervision
until the expiration of the six-week pe-
riod and the disappearance of any reac-
tion to the treatment.

(e) When animals are found on ante-
mortem inspection to be affected with
anthrax, the cleaning and disinfection of
exposed livestock pens and driveways of
the official establishment shall consist of
promptly and thoroughly removing and
burning all straw, litter, and manure,
This should be followed immediately by

& thorough disinfection of the exposed
premises by soaking the ground, fences,
gates, and all exposed material with a 5
percent solution of sodium hydroxide or
commercial lye prepared as outlined in
§10.9 (e) (1) of this subchapter, or
other disinfectant approved by the Direc-
tor of Division specifically for this pur-
pose.

§9.10 Cattle affected twith anasarca
or generalized edema. (a) All cattle
found on ante-mortem inspection to be
aflected with anasarca in advanced
stages and characterized by an extensive
and generalized edema shall be marked
“U. S, condemned" and disposed of in ac-
cordance with § 9.16.

(b) Cattle found on ante-mortem in-
spection to be affected with anasarea to
a lesser extent than in paragraph (a) of
this section shall be marked “'U. 8. sus-
pect” and disposed of as provided else-
where in Parts 1 through 29 of this sub-
chapter.

(¢) An animal suspected of being af-
fected with anasarca may be set apart
and held for treatment under Division or
other responsible official supervision. If
at the expiration of the treatment period
the animal upon examination is found to
be free from disease, it may be released
for any purpose,

£ 9.11 Tuberculin test reactors. Ani-
mals which are known to have reacted
to the tuberculin test and which are to be
slaughtered at an official establishment
shall be marked and treated as suspects
in accordance with § 9.2, except that
animals bearing an official “USBAI
Reacted" or similar State reactor tag
should not be tagged “U, 8. suspect”.

§9.12 Swine erysipelas, (a) All hogs
plainly showing on ante-mortem inspec-
tion that they are affected with acute
swine erysipelas shall be marked “U. S.
condemned” and disposed of In accord-
ance with §9.16.

(b) All hogs suspected on ante-mor-
tem Inspection of being affected with
swine erysipelas shall be marked and
treated as suspects and disposed of in
accordance with Parts 1 through 29 of
this subchapter.

(¢) A hog suspected of being affected
with swine erysipelas may be set apart
and held under Division or other respon-
sible official supervision for treatment.
If at the expiration of the treatment
period the animal upon examination (s
found to be free from disease, it may be
released for any purpose,

§9.13 Pregnancy or recent parturi-
tion. The slaughter of an animal which
has been marked as a suspect on account
of advanced pregnancy or on account
of having recently given birth to young,
and which has not been exposed to any
infectious or contagious disease, is not
required. Such animal, together with its
young, may be released for breeding or
dalry purposes, and when released shall
be removed promptly from the stock-
yards or premises of the establishment
where inspected. Such animals may be
held at the establishment for a period of
not less than 10 days. At the completion
of this holding period if the animals ap-
pear normal and have not been exposed
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to contagious or infectious disease, they
may be released for slaughter or for any
other purpose.

§9,14 Vaccine animals. Vaccine
animals with unhealed lesions of vac-
einia, accompanied with fever, which
have not been exposed to any other in-
fectious or contagious disease, are not re-
quired to be slaughtered and may be re-
leased for removal from the premises,

§9.15 Emergency slaughter: inspec-
tion prior to. In all cases of emergency
slnughter, except as provided in §11.29
of this subchapter, the animals shall be
inspected immediately before slaughter,
whether theretofore inspected or not.
When the necessity for emergency
slaughter exists, the establishment shall
notify the Inspector in charge or his as-
e.istsnt, so that such inspection may be
made.

§0.16 Disposition of condemned ani-
mals, Except as otherwise provided in
this part, animals marked “U. 8. con-
demned” shall be killed by the official
establishment, if not already dead. Such
animals shall not be taken into an
establishment to be slaughtered or
dressed; nor shall they be conveyed into
any department of the establishment
uzed for edible products; but they shall
be disposed of and tanked in the man-
ner provided for condemned carcasses
in Part 14 of this subchapter. The
“U. 8. condemned" tag shall not be re-
moved from, but shall remain on, the
carcass until it goes into the tank, at
which time the tag may be removed by
& Division employee only, The number
of such tag shall be reported to the in-
spector In charge by the inspector who
aflixed it, and also by the inspector who
fupervised the tanking of the carcass.
Any animal condemned on account of
hog cholera, swine erysipelas, vesicular
exanthema, vesicular stomatitis, rail-
road sfckness, parturient paresis,
anasarca, anaplasmosis, leptospirosis,
listerellosis, or inflammatory condition
including pneumonia, enteritis, and peri-
tonitis, may be set apart and held for
treatment under Division or other re-
sponsible official supervision, The “U. 8.
condemned” tag will be removed by &
Division employee either when the ani-
mal is released to a responsible official
for treatment, or following treatment
under Division supervision if the animal
{s found to be free from disease. When
an animal under the provisions of these
regulations is to be released for a pur-
pose other than slaughter, the official
establishment or the owner of the ani-
mal shall first obtain permission for the
movement of such animal from the local
State or Federal livestock sanitary offi-
clal having jurisdiction.

£9.17 Brucellosis-reactor goats,
Goats which have reacted to & test for
brucellosis shall not be slaughtered in an
official establishment.

19.18 Vesicular diseases. (a) Im-
mediate notification shall be given to the
local state and Pederal livestock sanitary
;;lﬂa\;‘i:;lst hnv(iinu Jurisdiction when an ani-

oun -

Sl : to be affected with a vesic
= (b) No animal under quarantine by
‘ale or Federal livestock sanitary offi-
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cials on account of a vesicular disease
will be given ante-mortem inspection.

(¢) If no quarantine is invoked, or if
a quarantine is invoked and later lifted,
xll:tc-mortcm inspection shall be as fol-

WS

(1) Any animal affected with veslcular
exanthema or vesicular stomatitis in the
acute stages, as evidenced by acute and
active lesions or an elevated tempera-
ture, shall be marked “U. S. condemned"
and disposed of in accordance with
§9.16.

(2) Any animal affected with vesic-
ular exanthema, or vesicular stomatitis,
but which has recovered to the extent
that the lesions are in process of heal-
ing, the temperature is within normal
range, and the animal shows a return
to normal appetite and activity, shall be
marked “U. 8. suspect” and disposed of
in accordance with § 9.2, except that if
desired, such animal may be set apart
and held under Division or other re-
sponsible officlal supervision for treat-
ment. If the animal is set aside for
treatment, the “U. 5. suspect” tag will
be removed by a Division employee,
cither when the animal is released for
treatment to a responsible official, or,
following treatment while under the cus-
tody of a Division employee if the animal
is*found to be free from disease, Such
animal, found to be free from disease,
may be released for slaughter or for pur-
poses other than slaughter, provided
that In the latter instance, the official
establishment or the owner of the animal
shall first obtain permission from the
local state or Federal Hvestock sanitary
official having jurisdiction of the move-
ment of such animal.

PART 10—PosT-MORTEM INSPECTION

Sec,

10.1 Extent and time of post-mortem in-
spection.

Organs and parts to be held pending
final Inspection of carcanses.

Carcasses and parts In certain in-
stances to be retalned.

Identification of carcasses and parts;
tagging,

Condemned carcasses and parts to be
s0 marked; tanking: separation.
Carcagses and parts passed for cook-

ing: marking.

Disposal of parts showing localized
leslons; removal of spermstic cords
and plexies.

Passing and marking of carcasses and
parts.

Anthrax; carcasses not to be eviscer-
ated; carcasses affected to be tanked
immediately: hides, hoofs, horns,
halr, viscern and contents, and fat
to be tanked; handling of blood and
scalding vat water; goneral clean-
up and disinfection.

Carcasses with skin or hide on; clean«
Ing before evisceration; removal of
larvae of oestrus bovis.

Cleaning of hog carcasses before ine
clst

102
103
104
105
106
10.7

108
109

10,10

1011

ng.

Sternum to be split; nbdominal and
thoracic viscera to be removed.

Carcasses or parts thereof not to bo
inflated; transferring caul or other
iat,

Handling of bruised parts,

Skins from diseased swine; removal
from establishments; disinfection;
soparnte compartments,

Hyperimmune swine bled before en-
tering officlal establishments,
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10.14
10.16

1016

9911

Sec.

10,17 Inspection of cattle, e¢alf and sheep
jungs; hog lungs not to be saved ns
ectible,

1018 Inspection of mammary glands.

Avrriorryy: §§ 101 to 10.18 lssued under

34 Stat. 1284, sec. 300, 46 Stat, 680; 19
U. 8 C, 1308, 21 U. S, C, 89,

§ 10,1 Extent and time of post-mor-
tem inspection. A careful post-mortem
examination and Iinspection shall be
made of the carcasses and parts thereof
of all cattle, sheep, swine, and goats
slaughtered at ofiicial establishments.
Such Inspection and examination shall
be made at the time of slaughter, except
In cases of emergencies provided for in
§11.29 of this subchapter,

$10.2 Organs and parts to de held
pending final inspection of carcasses.
The head, tongue, tail, thymus gland,
and all viscera, and all parts and blood
to be used in the preparation of meat
food products or medical products, shall
be held in such manner as to preserve
their identify until after post-mortem
examination has been completed, in or-
der that they may be identified in case
the carcass is condemned, passed for
cooking, or held for refrigeration.

§10.3 Carcasses and parts in certain
fnstances to be retained, Each carcass,
including all detached parts and organs
thereof, in which any lesion or other con-
dition is found that might render the
meat or any part or organ unfit for food
purposes, and which for that reason
would require a subsequent inspection,
shall be retained by the Division em-
ployee at the time of inspection. The
fdentity of every such retalned carcass,
detached part, and organ thereof shall
be maintained until the final inspection
has been completed. Retained carcasses
shall not be washed or trimmed unless
authorized by the Inspector.

§10.4 Identificalion of carcasses and
parts; tagging. Such devices and meth-
ods as may be approved by the Director
of Division may be used for the tempo-
rary identification of retained carcasses,
parts, or organs. In all cases the iden-
tification shall be further established by
aflixing “U. S. retained” tags as soon as
practicable and before final inspection,
These tags shall not be removed except
by a Division employee.

§ 105 Condemned carcasses and paris
to be so marked; tanking; separation.
Each carcass or part which is found
on final inspection to be unsound, un-
healthful, unwholesome, or otherwise
unfit for human food shall be consplcu-
ousiy marked on the surface tissues
thereof by a Division employee at the
time of inspection “U. 8. inspected and
condemned”. Condemned detached
parts and organs of such character that
they cannot be so marked shall be placed
immediately in trucks or receptacles
which shall be kept plainly marked “U. 8.
inspected and condemned"”, in letters not
less than 2 inches high. All condemned
carcasses, parts, and organs shall remain
in the custody of a Division employee
and shall be tanked as required in the
regulations in Parts 1 through 29 of this
subchapter at or before the close of the
day on which they are condemned.
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$ 10.6 Carcasses and parts passed for
cooking; marking. Carcasses and parts
passed for cooking shall be marked con-
spicuously on the surface tissues thereof
by « Division employee at the time of in-
spection, “U. S. passed for cooking”.
All such carcasses and parts shall be
cooked in accordance with Part 15 of
this subchapter, and until s0 cooked shall
remain in the custody of a Division em-
ployee.

§10.7 Disposal of wparts showing
localized lesions; removal’of spermatic
cords and pizzies. (a) In all cases where
carcasses showing localized lesions are
passed for food or for cooking, the dis-
ecased parts shall be removed before the
“U. 8. retained" tag is taken from the
carcass, and such parts shall be con-
demned.

(b) Spermatic cords shall be removed
from hog carcasses, and pizzles from all
carcasses,

§10.8 Passing and marking of car-
casses and parts. Carcasses and parts
found to be sound, healthful, wholesome,
and fit for human food shall be passed
and marked as elsewhere provided in
Parts 1 through 29 of this subchapter.

§10.9 Anthraz; carcasses not to be
epviscerated; carcasses affected to be
tanked tmmediately; hides, hoofs, horns,
hair, viscera and contents, and jat to be
tanked; handling of blood and scalding
vat water; general clean-up and disin-
Jection. (a) Carcasses found before
evisceration to be affected with anthrax
shall not be eviscerated but shall be re-
tained, condemned, and Immediately
tanked or otherwise disposed of as pro-
vided in Part 14 of this subchapter.

(b) All carcasses and all parts, includ-
ing hides, hoofs, horns, hair, viscera and
contents, blood and fat, found to be af-
fected with anthrax shall be condemned
and immediately disposed of as provided
in Part 14 of this subchapter, except
that the blood may be handled through
the usual blood cooking and drying
equipment.

(c) The part of any carcass contami-
nated with anthrax-infected material
fhrough contact with solled instruments
or otherwise shall be immediately con-
demned and’ disposed of as provided in
Part 14 of this subchapter.

(d) The scalding vat water through
which hog carcasses affected with an-
thrax have passed shall be tmmediately
drained into the sewer and all parts of
the scalding vat shall be cleaned and dis-
infected as provided In paragraph (e) of
this section.

(e) (1) That portion af the slaughter-
ing department (bleeding area, scalding
vat, gambrelling bench, floors, walls,
posts, platforms, saws, cleavers, knives,
hooks, and the like), as well as em-
ployees’ boots and aprons contaminated
through contact with anthrax-infected
material, shall, except as provided in sub-
paragraph (2) of this paragraph, be
cleaned immediately and disinfected
with one of the following disinfectants or
other disinfectant approved specifically
for this purpose by the Director of Di-
vision:

(1) A 5% solution of sodium hydrox-
ide or commercial Iye containing at least
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94% of sodium hydroxide. The solution
should be prepared freshly immediately
before use by dissolving 2% pounds of
sodium hydroxide or lye in 5% gallons
of hot water and should be applied as
near scalding hot as possible to be most
effective. (Owing to the extreme caus-
tic nature of sodium hydroxide solution,
precautionary measures such as the
wearing of rubber gloves and boots to
protect-the hands and feet, and goggles
_to protect the eyes, should be taken by
those engaged on the disinfection job.
It is also advisable to have an acld solu-
tion, such &s vinegar, in readiness in case
any of the sodium hydroxide solution
should come in contact with any part
of the body.)

(il) A solution of sodium hypochlorite
containing approximately one-half of
1% (5000 parts per million) of available
chlorine. The solution should be fresh-
ly prepared.

(iii) When a disinfectant solution has
been applied to equipment which will
afterwards contact meat, the equipment
shall be rinsed with clean_water before
again being used.

(2) In case anthrax infection is found
in the hog slaughtering department, an
immediate preliminary disinfection shall
extend from the head-dropper's statign
to the point where the disease is detected
and the affected carcasses shall be cut
down and removed from the room. Up-
on completion of the slaughtering of the
lot of hogs of which the anthrax-infected
animals were & part, slaughtering opera-
tions shall cease, and a thorough clean-
up and disinfection shall be made, as
provided in subparagraph (1) of this
paragraph. If the slaughter of the lot
has not been completed by the close of
the day, the clean-up and disinfection
shall not be deferred beyond the close of
the day on which anthrax was detected.

(3) The first and Indispensable pre-
cautionary step for persons who have
handled anthrax material is thorough
cleansing of the hands and arms with
liquid soap and running hot water. Itis
important that this step be taken im-
mediately after exposure, before vegeta~
tive anthrax organisms have had time to
form spores. In the cleansing, a brush
or other appropriate appliance should be
used to insure the removal of all con-
taminating material from under and
about the fingernails. This process of
cleansing is most effectlve when per-
formed in repeated cycles of lathering
and rinsing, rather than in spending the
same amount of time in scrubbing with
a single lathering., After the hands have
béen cleansed thoroughly and rinsed free
of soap, they may, if desired, be immersed
for about one minute in a 1:1,000 solu-
tion of bichloride of mercury, followed by

thorough rinsing In clean running water. .

Supplies of bichloride of mercury for the
purpose must be held in the custody of
the inspector in charge. As a precau-
tionary measure, all persons exposed to
anthrax infection should report prompt-
ly any susplicious condition (sore or car-
buncle) or symptom to a physician, in
order that anti-anthrax serum or other
me;ment may be administered as indi-
cated.
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§ 10.10 Carcasses with skin or hide
on; cleaning before evisceration; removal
of larvae of oestrus bovis, When a car-
cass 15 to be dressed with the skin or hide
left on, the skin or hide shall be thor-
oughly washed and cleaned before any
incision is made for the purpose of re-
moving any part thereof or evisceration,
except that where calves are siaughtered
by the kosher method, the heads shall
be removed from: the carcasses before
washing of the carcasses, The skin shall
be removed at the time of post-mortem
inspection from any calf carcass in-
fested with the larvae of the “ox-warble”
fiy (hypoderma lineata and hypodeérma
bovis).

§ 10.11 Cleaning of hog carcasses be-
fore inciging. All halr, scurf, and dirt,
including all hoofs and claws, shall be
removed from hog carcasses, and the car-
casses thoroughly washed and cleaned
before any incision is made for inspection
or evisceration.

§10.12 Sternum to be split; abdom-
inal and thoracic viscera to be removed.
The sternum of each carcass shall be
split and the abdominal and thoracie
viscera removed at the time of slaughter
in order to allow proper inspection,

§ 10.13 Carcasses or parts thereof
not to be inflated; transferring caul or
other fat. Carcasses or parts of car-
cases shall not be infiated with air.
Transferring the caul or other fat from a
fat to a lean carcass is prohibited,

$10.14 Handling of bruised parts.
When only a portion of a carcass is to be
condemned on account of slight bruises,
efther the bruised portion shall be re-
moved immediately and disposed of in
accordance with Part 14 of this sub-
chapter, or the carcass shall be promptly
placed in a retaining room and kept until
chilled and the bruised portion then re-
moved and disposed of as provided above.

§10.15 Skins Jrom diseased swine;
removal from establishments; disinfec-
tion; separate compariments, The skins
from swine condemned for tuberculosis
or any disease communicable to man or
other animal may be removed from the
establishment, except as proyvided In
§ 10,9, for tanning or other industrial
use; but they shall be removed for these
uses only after they have been disin-
fected, as follows: Each skin shall be
immersed for not less than five minutes
in a 5 percent solution of liquor cresolis
compositus, or a 5 percent solution of
scarbolic acid, or shall be otherwise

treated as prescribed by the Director
of Division. The process of skinning and
disinfecting shall be conducted In 2
specially prepared place approved by the
inspector in charge, and under the super-
vision of a Division employee.

$10.16 Hyperimmune swine bled
before entering official establishments.
Carcasses of hyperimmune swine which
have been given the final bleeding at &
serum plant under supervision of the
Animal Inspection and Quarantine Divi-
slon of the Department may be trans-
ferred to an official establishment for
dressing and post mortem inspection in
accordance with the provisions of this
part when authorized by the Director of
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the Divisfon. The transfer of such car-
casses to the official establishment shall
be made as promptly as possible and
their delivery to the scalding vat shall
be accomplished within one hour from
the time bleeding is completed. " The
identity of the carcasses of hyperimmune
swine shall be maintained in such man<
ner as to positively identify them and to
indicate the time of final bleeding. Pro-
cedures for maintaining this identity
shall be such as will serve the purposes
of the Animal Inspection and Quaran-
tine Division and the Meat Inspection
Division, and shall be formulated by the
inspectors in charge of the Divisions in-
volved. Each day that hyperimmune
swine are presented for post mortem in-
spection an ante-mortem report Form
MI 402-1 covering such swine shall be
rendered by the inspector at the serum
plant and furnished the inspector in
charge of meat inspection.

£10.17 Inspection of cattle, calf and
sheep tungs; hog lungs not to be saved as
edible. {(a) All cattle, call and sheep
lungs intended for food purposes shall be
inspected to determine whether foreign
matter is present in the air passages,
The main bronchi and branches shall be
slit by employees of the establishment as
required by the inspector, and, If ingesta
or other objectionable foreign matter has
entered these passages, the lungs shall be
condemned.

(b) Hog lungs shall not be saved as
edible produet, -

£1018 Inspection of mammary
glands, (a) Lactating mammary glands
and diseased mammary glands of cattle,
sheep, swine, and goats shall be removed
without opening the milk ducts or si-
nuses. If pus or other objectionable ma-
terial is permitted to come in contact
with the carcass, the parts of the carcass
thus contaminated shall be removed and
condemned.

(b) Cow udders may be saved for
food purposes, provided suitable facilities
for handling and inspecting them are
provided.

(¢) The inspection of udders from
cows which have been kept for breeding
burposes only shall consist of examina-
tion by palpation and, when necessary,
by incision. The inspection of udders
from cows which have been used for
dairy purposes shall include slicing in
sections sbout two inches in thickness,
This slicing shall be done by establish-
ment employees. The udders in the
sliced condition shall be glven a careful
examination by Division employees. The
Inspector will designate the udders
which are to be sliced. When there Is
any doubt as to whether the udder is
from & cow which has been used for
breeding purposes only, then the udder
ehall be sliced and inspected as provided
for udders from cows used for dairy pur-
poses.  Each udder shall be properly
ldentified with its respective carcass and
kept separate and apart from other
udders until its disposal has been de=~
termined, when it may be further han-
dled as the conditions warrant.

(d) The udders from cows officially
designated as “Bang’s disease reactors”
or as “mastitis ellmination cows” shall
1ot be utilized for edible purposes.
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(e) Lactating mammary glands of
swine intended for edible purposes shall
be handled and inspected In the same
manner as provided in paragaph (e) of
this section for the udders of cows used
for dairy purposes, except that the sliced
sections shall be about one inch in thick-
ness, Glands that are passed may be
distributed as such but their use in meat
food products is limited to the prepara-
tion of rendered pork fat.

PART 11—DIsPOSAL OF DISEASED
CARCASSES AND PARTS

Sec,

11.1 Disposal of diseased carcasses and
parts; general.

Tuberculosls; principles for guidance
in passing on carcasses affected.

Disposition when affected with tuber-
culosls,

Hog cholera; disposition of hog car-
casses on account of,

Curcasses of awine injected with hog
cholera virus.

Swine eryaipelas.

Diamond-skin disease.

Arthritis and polyarthritis

Cattle curcasses affectod with anasarca
or generalizad edeman,

Actinomyocosis and actinobacillosis;
disposition of carcéisacs and parts,

Anthrax, bacillary hemogiobinuria in
cattle, blackleg, bemorrhagic septl-
cemlis, lcterohematuria in sheep,
malignant epizootic catarrh, piro-
plasmosls, pyemis, septicemia, un-
healed waccine Ileslons; carcasses
affected with, to be condemned.

Malignant neoplaams: diaposition of
Organs, parts, or carcasses,

Epithellomna of the eye of cattle,

Cuarcasses showing diseaso such as gen-
eralized melanosls, etc., affecting
the system to be condemned,

Abraslons, bruises, tumors, abicesses,
pus, ete; disposition of carcosses
and parts,

Brucollosts.

Coarcasses 8o infected that consump-
tion of the meat may cause food
polisoning shall be condemned.

Necrobacilloats, pyemia, septicemin;
disposition of carcasses,

Caseous lymphadenitis; disposition of
carcasses and parts,

Icterus; disposition of carcasses,

Urine or sexual odor; disposition of
CArCHNSES.

Mange or scab; disposition of car-
CcRESCS.

Hogs affected with urticaria, tinea
topsurans, demodex follleunlorum or
erythema; disposition of carcasses,

Tapeworm oysts (cysticercus bovis);
methods of inspecting for; carcasses
and parts of cattie infested with;
disposition of carcasses and parts;
conditions under which refrigera-
tion permlifted; calves excepted.

Hogs affected with tapeworm coysts
(cysticercus collulosas) ; disposition,

Disposal of carcassos, , and
parts showing evidence of infesta-
tlon with parasites not transmis-
sible to man; sheéep carcasses af-
fected with tapeworm oysia; car-
casses Infested with gid Dbladder
worms; orgaus and parts Infested
with hydatid cysts; lvers Infested
with flukes,

Emaciated or anemio carcasses and
those showing slimy fat degenera-
tion or serous muscular infiltra-
tion.

Carcasses showing advanced preg-
nancy, ete.; disposition.

Sisughter of injured animals st un-
usual hours,
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119
118
119
11.10

1111

1112
1133
11,14
11,15

11.16
1117
11.18
11.19

11.20
11.21

1122
1123

1124

11.25
11.26

11.27

11.28
11.29
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11.30

1131
1132

1133

Carcasses of young calves, plgs, kids,
and lambs; when condemned.

Unborn and stillborn animals,

Condemnation of animals suffocated
and hogs scalded alive.

Livers affected with carotenosis; livers
designated as  “telanglectatic,”
“sawdust,” or “spotted”; disposal,

Vesloular ‘ exanthemna and  vesicular
stomatitis,

Anaplasmosis,

11.36. Listerellosis,

1137 Laptospirosis.

Avrrortry: §5 111 to 11.37 issued under

34 Stat. 1264, sec. 306, 48 Stat, 689; 19
U. 8. C. 1306, 21 U, 8. C. 89.

§ 11,1 Disposal of diseased carcasses
and parls; general. (a) The carcasses
or parts of carcasses of all animals
slaughtered at an official establishment
and found at the time of slaughter or at
any subsequent inspection to be affected
with any of the diseases or conditions
named In this part shall be disposed of
according to the section pertaining to the
disease or condition. Owing to the fact
that it is impracticable to formulate
rules covering every case and to desig-
nate at just what stage a process becomes
loathsome or a disease noxious, the deci-
slon as to the disposal of all carcasses,
parts, or organs not specifically covered
in Parts 1 through 29 of this subchapter
shall be left to the inspector in charge.

(b) In cases of doubt asto a condition,
a disease, or the cause of a condition, or
to confirm a diagnosis, representative
specimens of the affected tissues prop-
erly prepared and packaged should be
sent for examination to one of the lab-
oratories of the Biological Control Sec-
tion of the Division.

§11.2 Tuberculosis; principles for
guidance in passing on carcasses af-
fected. The following principles are de-
clared for guidance in passing on car-
casses affectod with tuberculosis:

fa) No mesat should be passed for food
if it contains tubercle bacilli, or if there
is a reasonable possibility that it may
contain tubercle bacilli, or if it is im-
pregnated with toxic substance of tu-
bereulosis or associated septic infections.

(b) Meat should not be destroyed if
the lesions are localized and not numer~
ous, if there is no evidence of distribu-
tion of tubercle bacilli through the blood
or by other means to the muscles or
to pawts that may be eaten with the
muscles, and {f the animal is well
nourished and in good condition, since
in this case there is no proof, or even
reason to suspect, that the flesh is un-
wholesome.

{(¢) Evidences of generalized tubercu-
Josis are to be sought in such distribution
and number of tuberculous lesions as can
be explained only upon the supposition
of the entrance of tubercle bacilli in con-
siderable number into the systemic
circulation, Significant of such general«
ization is the presence of numerous uni-
formly distributed tubercles throughout
both lungs, also tubercles in the spleen,
kidneys, bones, joints, and sexual glands,
and in the lymph glands connected with
these organs and parts, or in the splenie,
renal, prescapular, popliteal, and ingui-
nal glands, when several of these organs
and parts are coincidentally affected.

1134
11.35
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(d) Localized tuberculosis is tubercu-_

losis limited to a single or several parts

or organs of the body without evidence
of recent Invasion of numerous bacilll
into the systemic circulation.

§ 11.3 Disposition when affected with
tuberculosis. The carcasses of animals
affected with tuberculosis shall be dis-
posed of as follows:

(a8) The entire carcass shall be con-
demned if any of the following condi-
tions ocecur:; -

(1) When it was observed before the
animal was killed that it was suffering
with fever,

(2) When there is a tuberculous or
other cachexia.

(3) When the lesions of tuberculosis
are generalized, as shown by their pres-
ence not only at the usual seats of pri-
mary infection but also in parts of the
carcass or in the organs that may be
reached by the bacilli of tuberculosis
only when they are carried In the sys-
temic circulation. Tuberculous lesions
in any two of the following-men-
tioned organs are to be accepted as evi-
dence of generalization when they occur
in addition to local tuberculous lesions in
the digestive or respiratory tracts, in-
cluding the lymph glands connected
therewith: spleen, kidney, uterus, udder,
ovary, testicle, adrenal gland, and brain
or spinal cord or their membranes,
Numerous tubercles uniformly distrib-
uted throughout both lungs also afford
evidence of generalization,

(4) When the lesions of tuberculosis
are found in the muscles or infermus-
eular tissue or bones or joints, or in the
body lymph glands as a result of drain-
ing the muscles, bones, or joints.

(5) When the lesions are extensive in
one or both body cavities. .

(6) When the lesions are multiple,
acufe, and actively progressive, (Evi-
dence of active progress consists of signs
of acute inflammation about the lesions,
or liquefaction necrosis, or the presence
of young tubercles.)

(b) An organ or a part of a8 carcnss
shall be condemned under any of the
{following conditions:

(1) When it contains lesions of tuber-
culosis.

(2) When the lesion is localized but
immediately adjacent to the flesh as in
the case of tuberculosis of the parietal
pleura or peritoneum. In this cgse not
only the membrane or part affected but
also the adjacent thoracic or sbdominal
wall is to be condemned.

(3) When it has been contaminated
by tuberculous material through contact
with the floor or a soiled knife or other-
wise.

{(4) Heads showing lesions of tuber-
culosis shall be condembed, except that
when a head is from a carcass passed for
food or for cooking and the lesions are
slight, or calcified, or encapsulated, and
are confined to lymph glands in which
not more than two glands are involved,
the head may be passed for cooking after
the diseased tissues have been removed
and condemned.

(56) An organ shall be condemned when
ctl;f corresponding lymph gland is tuber-

0us.
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(6) Intestines and mesenteries show-
ing lesions of tuberculosis shall be con-
demned, except that when the lesions are
slight and confined to the lymph glands
and the carcass is passed without re-
striction, the Intestines may be passed
for use as casings and the fat passed for
rendering after the corresponding lymph
glands have been removed and con-
demned: Provided, That the fat and
intestines have not been contaminated
with tuberculous material.

(¢) Carcasses showing lesions of tu-
berculosis should be passed for food when
the lesions are slight, localized, and cal-
cified or encapsulated, or are limited to a

‘glox:fle or several parts or organs of the

y (except as noted in paragraph (a)
of this section), and there is no evidence
of recent invasion of tubercle bacilli into
the systemic circulation. Under this
paragraph carcasses showing such le-
sions as the following examples may be
passed, after the parts containing the le-
sions are removed and condemned in ac-
cordance with paragraph (b) of this
section:

(1) In the cervical lymph glands and
two groups of visceral lymph glands in a
single body cavity, such as the cervical,
bronechial, and mediastinal glands, or the
cervical, hepatic, and mesenteric glands.

(2) In the cervical lymph glands and
one group of visceral lymph glands and
one organ in a single body cavity, such
as the cervical and bronchial glands and
lungs, or the cervical and hepatic glands
and the liver.

(3) In two groups of visceral lymph
glands and one organ in a single body
cavity, such as the bronchial and medi-
astinal giands and the lungs, or the he-
{muc and mesenteric glands and the
iver.

(4) In two groups of visceral lymph
glands In the thoracic cavity and one
group in the abdominal cavity, or in one
group of visceral lymph glands in the
thoracic cayity and two groups in the
abdominal cavity, such as the bronchial,
mediastinal, and hepatic_glands, or the
bronchial, hepatie, and mesenteric
glands.

(5) In the cervical lymph glands and
one group of visceral lymph glands in
each body cavity, such as the cervical,
bronchial, and hepatic glands.

(6) In the cervical lymph glands and
one group of visceral lymph glands in
each body cavity, together with the liver
when the latter contains but few localized
foci. In this classof carcasses, which
will be chiefly those of hogs, the lesions
of the liver are considered to be primary,
as the disease is practically always of
alimentary origin.

(d) Carcasses which reveal lesions
more severe or more numerous than those
described for carcasses to be passed (par-
agraph (¢) of this section), but not so
severe nor so numerous as the lesions de-

soribed for carcasses to be condemned |

(paragraph (a) of this section), may be
rendered into lard, rendered pork fat, or
tallow, or otherwise cooked in accordance
with Part 15 of this subchapter, if the
distribution of the lesions is such that all
parts containing tuberculous lesions can
be removed,

§ 11.4 Hog cholera; disposition of hog
carcasses on account of. (a) The car-
casses of all hogs affected with acute
hog cholera shall be condemned,

(b) Inconclusive but suspicious symp-
toms of hog cholera observed during the
ante mortem inspection shall be duly
considered in connection with post mor-
tem findings and when the carcass of
such a “suspect™ shows lesions in the kid-
neys and the lymph glands which re-
semble lesions of hog cholera, they shall
be régarded as those of hog cholera and
the carcass shall be condemned.

(¢) Inasmuch as lesions resembling
lesions of hog cholera occur in the kid-
neys and lymph glands of hogs not af-
fected with hog cholera, carcasses of
hogs in the kidneys or lymph glands of
which appear any lesions resembling le-
sions of hog cholera shall be carefully
further inspected for corroborative lo-
sions. If on such further inspection the
carcass shows such leslons in the kidneys
or in the lymph glands or in both, accom-
panied by characteristic lesions in some
organ or tissue, then all lesions shall be
regarded as those of hog cholera and the
carcass shall be condemned.

$§115 Carcasses of swine injected
with hog cholera virus. (a) Carcasses
of swine, other than hyperimmune swine,
if presented for inspection after 28 days
following injection with hog cholera virus
shall be given post-mortem inspection in
conformity with this part-without refer-
ence to the injected virus,

(b) Carcasses of hyperimmune swine
1t presented for inspection after 10 days
following hyperimmunization shall be
given post-mortem inspection in con-
formity with this part without reference
to the injected virus.

§11.86 Swine erysipelas. Carcasses
affected with swine erysipelas which 5
acute or generalized, or which show sys-
temic change, shall be condemned.

$11.7 Diamond-skin disease., Car-
casses of hogs affected with diamond-
skin disease when localized and not as-
sociated with systemic change may be
passed for food after removal and con-
demnation of the affected parts, provided
such carcasses are otherwise in good
condition.

§11.8 Arthritis and polyarthritis.
(a) Carcasses affected with arthritis or
polyarthritis when localized and not as-
sociated with systemic change may bo
passed for food after removal and con-
demnation of all affected parts, provided
the carcasses are otherwise in good con-
dition. Affected joints with correspond-
ing lymph glands shall be removed and
condemned. In order to avoid contami-
nation of the meat which is passed a joint
capsule shall not be opened until after
the affected joint is remdyved.

(b) Carcasses affected with arthritis
or polyarthritis charncterized by the
presence of periarticular abscesses which
may or may not be connected with simi-
lar suppurative foci within the epiphyscs
of the bones shall be condemned In cases
manifesting suppurative leslbns in more
than one joint. Otherwise, the condem-
nations shall be restricted to the affected
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parts If such carcasses are otherwise in
good condition.

$11.9 Cattle carcasses aflected with
anasarca or generalized edema. (a)
Carcasses of cattle found on post-mor-
tem Inspection to be affected with
anasarea in advanced stages and charac-
terized by an extensive or well-marked
generalized edema shall be condemned.

(h) Carcasses of cattie, Including their
detached parts and organs, found on
post-mortem  inspection to be affected
with anasarca to a lesser extent than in
paragraph (a) of this section may be
passed for food after removal and con-
demnation of the affected tissues, pro-
vided the lesion is localized.

$11,10 Actinomycosis and actino-
bacillosis; disposition of carcasses and
parts. (@) The definition of general-
ization as outlined for-tuberculosis in
§11.3 () shall apply for actinomycosis
and actinobacillosis, and carcasses of
animals 50 nffected shall be condemned.

(b) Carcasses of animals in a well-
nourished condition showing uncompli-
cated localized lesions of actinomycosis
or actinobacillosis may be passed after
the infected organs or parts have been
removed and condemned, except as pro-
vided in paragraphs (¢) and (d) of this
section.

(¢) Heads affected with actinomycosis
or actinobacillosis, including the tongue,
ghnll be condemned, except that when
the disease of the jaw is slight, strictly
localized, and without suppuration, fistu-
lous tracts, or lymph gland involvement,
the tongue, if free from disease, may be
passed, or, when the disease is slight and
confined to the lymph glands, the head,
including the tongue, may be passed after
the affected glands have been removed
and condemned.

(d) When the disease is slight and
confined to the tongue, with or without
involvement of the corresponding lymph
glands, the head may be passed after re-
moval and condemnation of the tongue
and corresponding lymph glands.

11111 Anthrax, bacillary hemoglobi-
nuria in cattle, blackleg, hemorrhagic
septicemia, icterohematuria in sheep,
malignant epizootic catarrh; piroplas-
mosis, pyemia, septicemia, unhealed vac-
cine lesions; carcasses affected with, to
be condemned. Carcasses of animals af-
fected with or showing lesions of any of
the following-named diseases or condi-
tions shall be condemned:

(a) Anthrax,

(b) Baclllary hemoglobinuria in cattle.

(c) Blackleg. .

(d) Hemorrhagie septicemin.

(e) Icterchematuria in sheep.

(f) Malignant epiecotic catarrh. :

() Piroplasmosis.

(h) Pyemia,

(1) Bepticemia.

(J) Unhealed vaccine lesions (vaccinia).

1112 Malignant neoplasms; dispo-
&ition of organs, parts, or carcasses.
Any individual organ or part of a carcass
affected with a malignant neoplasm shall
bt condemned. In case the malignant
neoplasm involves any internal organ to
& marked extent, or affects the muscles,
skelefon, or body lymph glands, even pri-
marily, the carcass shall be condemned,
txcept as provided in § 1113, In case
No. 240——10
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of metastasis to any other organ or part
of a carcass, or if metastasis has not oc-
curred but there are present secondary
changes in the muscles (serous infiltra-
tion, flabbiness, or the like), the carcass
shall be co Carcasses of cat-
tle affected with epithelioma of the eye
shall be disposed of according to
§11.13.

$ 11,13 Epithelioma of the eye of cat-
tle. (a) Carcasses of animals affected
with epithelioma of the eye, of the or-
bital region, and/or of the corresponding
parotid lymph gland shall be condemned
in their entirety if one of the following
three conditions exists:

(1) The affection has involved the os-
seous structures of the head with exten-
sive infection, suppuration, and necrosis;

(2) There is metastasis from the eye,
the orbital region, and/or the corre-
sponding parotid lymph gland to other
lymph glands, internal organs, museles,
skeleton, or other structures, regardless
of the extent of the primary tumor; or

(3) The affection, regardiess of extent,
is as=sociated with cachexia or evidence
of absorption or secondary changes.

(h) Carcasses of animals affected with
epitheliomn of the eye, of the orbital
region, and/or of the corresponding
parotid lymph gland to a lesser extent
than in paragraph (a) of this section
may be passed for food after removal and
condemnation of the head, including the
tongue, provided the carcass is otherwise
in good condition.

$ 11,14 Carcasses showing disease
such as generalized melanosis, éete., af-
Jecting the system to be condemned.
Carcasses of animals showing any disease
such as generalized melanosis, leukemia,
pseudo-leukemia, lymphoma, and the
like, which affects the system of the ani-
mal, shall be condemnex.

§£11.15 Abrasions, bruises, tumors,
abscesses, pus, etc.; disposition of car-
casses and parts. All slight, well-lim-
ited abrasions on the tongue and inner
surface of the lips and mouth, when
without lymph-gland involvement, shall
be carefully excised, leaving only sound,
normal tissue, which may he passed.
Any organ or part of a carcass which is
badly bruised or which is affected by a
tumor, an abscess, or a suppurating sore,
shall be condemned; and when the le-
sions are of such character or extent as
to affect the whele carcass, the whole
carcass shall be condemned. Parts of
carcasses which are confaminated by pus
shall be condemned.

$11.16 Brucellosis. Carcasses af-
fected with localized lesions of brucel-
losis may be passed for food after the
affected parts are removed and con-
demned,

$11,17 Carcasses so injected that
consumption of the meat may cause food
poisoning shall be condemned. (a) All
carcasses of animals so infected that
consumption of the products thereof may
give rise to food poisoning shall be con-
demned. This includes all carcasses

showing signs of:

(1) Acute inflammation of the lungs,
pleura, pericardium, peritoneum, or
meninges.
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(2) Septicemia or pyemia, whether
puerperal, traumatie, or without any evi«
dent cause,

(3) Gangrenous or severe hemor-
rhagic enteritis or gastritis,

(4) Acute diffuse metritis or mam-
mitis,

(6) Phlebitis of the umbilical veins.

(6) Septic or purulent traumatic
pericarditis,

(7) Any acute inflammation, abscess,
or suppurating sore, if associated with
acute nephritis, fatty and degenerated
liver, swollen soft spleen, marked pulmo-
nary hyperemia, general swelling of
lymph glands, diffuse redness of the skin,
cachexia, icterie discoloration of the car-
cass, or the like, either singly or In com-
bination.

(b) Implements contaminated by con-
tact with carcasses affected with any of
the diseased conditions mentioned in this
section shall be thoroughly cleaned and
disinfected as prescribed elsewhere in
Parts 1 through 29 of this subchapter.
The equipment used in the dressing of
such carcasses, such as viscera trucks,
inspection tables, and the like, shall be
disinfected with hot water having a
minimum temperature of 180° F, Car-
casses or parts of carcasses contaminated
by contact with such discased carcasses
shall be condemned untess all contami-
;lmted tissues are removed within two

Ours.

§ 11.18 Necorobacillosis, pyemia, sep-
ticemia; disposition of carcasses. From
the standpoint of meat Inspection, necro-
bacillosis may be regarded as a local
affection at the beginning, and carcasses
in which the lesions are so localized may
be passed for food if in a good state of
nutrition, after removing and condemn-
ing those portions affected with necrotie
lesions. On the other hand, when
emaciation, cloudy swelling of the gland-
ular organs, or enlargement and discol-
oration of the lvmph glands are associ-
ated with the affection, it is evident that
the disease has progressed beyond the
condition of localization to a state of
toxemia, and the entire carcass should
therefore be condemned gas both innu-
tritious and noxious. Pyemis or septi-
cemin may intervene as a complication
of the local necrosis, and when present
the carcass shall be condemned In ac-
cordance with § 11.17.

§ 11.19° Caseous Ilymphadenitis; dis-
position of carcasses and parts. (a) A
thin carcass showing well-marked lesions
in the viscera and the skeletal lymph
glands, or such a carcass showing ex-
tensive lesions in any part shall be con-
demned. y

(b} A thin carcass showing well-
marked lesions in the viscera with only
slight lesions elsewhere or showing well-
marked leslons in the skeletal lymph
glands with only slight lesions elsewhere
may be passed for cooking.

(¢c) A thin carcass showing only slight
lesions in the skeletal lymph glands and
in the viscera may be passed without re-
striction.

(d) A well-nourished carcass showing
well-marked lesions in the viscera and
with only slight lesions elsewhere or
showing well-marked lesions confined to
the skeletal lymph glands with only
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slight lesions elsewhere may be passed
without restriction.

(e) A well-nourished carcass showing
well-marked lesions in the viscera and
the skeletal lymph glands may be passed
for cooking; but where the lesions in a
well-nourished carcass are both numer-
ous and extensive, it shall be condemned.

(f) All affected organs and glands of
carcasses passed without restriction or
passed for cooking shall be removed and
condemned. The term “thin” as used in
this section shall not +be held applicable
to te:l carcass which is anemic or emaci-
ated.

§ 11.20 Icterus; disposition of car-
casses. Carcasses showing any degree of
icterus with a parenchymsatous degener-
ation of organs, the result of infection or
intoxication, and those which show an
intense yellow or greenish-yellow discol-
oration without evidence of infection or
intoxication, shall be condemned. Car-
casses affected with icteric-like discolor-
ation, the result of conditions other than
those before stated in this section, but
which lose such discoloration on chilling,
shall be passed for food, while those
which do not so lose such discoloration
may be passed for cooking. No carcass
retained under this section may be passed
for food unless the final Inspection
thereof is completed under natural
light. Carcasses passed for cooking un-
der this section shall not be processed
other than by rendering,

§11.21 Urine or sexual odor; dispo-
sition of carcasses. Carcasses which
give off the odor of urine or a sexual odor
shall be condemned. When the final in-
spection of such carcasses is deferred
until they have been chilled, the disposal
shall be determined by the heating test,

$£11.22 Mange or scab; disposition of
carcasses. Carcasses of animals affected
with mange or scab in advanced stages,
showing cachexia or extensive inflamma-
tion of the flesh, shall be condemned.
When the disease s slight, the carcass
may be passed after removal of the af-
fected portlon,

§£11.23 Hogs affected with urticaria,
tinea tonsurans, demodex folliculorum or
erythema; disposition of carcasses. Car-
casses of hogs affected with urticaria
(nettle rash), tinea tonsurans, demodex
folliculorum, or erythema may be passed
after detaching and condemning the
affected skin, if the carcass is otherwise
fit for food.

§11.24 Tapeworm cysts (cysticercus
bovis) } methods of inspecting for; car-
casses and parts of cattle infested with;
disposition of carcasses and parts; con-
ditions under which refrigeration per-
mitted; calves ercepted—(a) Head.
Prior to inspection the tongue shall be
detached sufficiently from the head
bones, by an employee of the establish-
ment, to allow a proper inspection to be
made of the internal muscles of masti-
cation, These muscles shall be inspected
after incising them in such manner as to
split the muscles in a plane parallel with
the lower jawbone. The masseter mus-
cles also shall be incised, splitting the
entire external layer between the outer
and intermediate fascliae,
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(b) Heart. The preparation and in-
spection of hearts shall conform to one
of the following methods:

(1) The surface of the heart shall be
examined, and a longitudinal incision
made extending from base to apex
through the wall of the left ventricle and
the interventricular septum, after which
the cut surfaces and the inner surfaces
of the ventricles shall be examined.

(2) After the external surface of the
heart has been inspected the organ shall
be prepared for further inspection by an
establishment employee severing its at-
tachments and cutting through the in-
terventricular septum and such other
tissues as will permit him to evert the
organ completely. The inspector shall
then examine the interior surfaces and
make not more than four deep, length-
wise incisions into the muscles of the
septum and left ventricular wall, unless
the presence of cysts is suspected, when
more incisions shall be made, Under this
method care shall be taken not to cut
completely through the walls of hearts to
be passed without restriction. If neces-
sary to maintain the identity of hearts,
the establishment shall provide consec-
utively numbered tags and appropri-
ately mark the carcasses and hearts,

(¢) Final inspection of retained car-
casses: The external and internal mus-
cles of mastication, the heart, and the
muscular portion of the diaphragm in-
cluding its pillars, should be carefully
and thoroughly sliced to insure the find-
ing of all cysts. Prior to the inspection
of the diaphragm its peritoneum shall
be removed. The tongue shall be care-
fully inspected by palpation, and if the
presence of cysts in the muscles of this
organ is suspected, the tongue shall be
thoroughly siiced and all parts closely
examined for cysts. In addition to the
foregoing, the muscles of the cesophagus,
the exposed muscles, and cut muscular
surfaces of the split carcass shall be ex-
amined. Incisions may be made to ex-
pose additional surfaces for examination,
but unnecessary mutilation of carcasses
which may be passed shall be avoided.

(d) Carcasses of cattle (including the
viscera) infested with tapeworm cysts
known as cysticercus bovis shall be con-
demned if the infestation is excessive or
if the meat is watery or discolored. Car-
casses shall be considered excessively in-
fested if incisions in various parts of the
musculature expose on most of the cut
surfaces two or more cysts within an area
the size of the palm of the hand.

(e) A carcass In which Iinfestation
with cysticercus bovis is limited to one
dead and degenerated cyst may be passed
for food after removal and condemna-*
tion of the cyst.

(f) Carcasses of cattle showing a
slight or moderate infestation other than
that indicated in paragraph (e) of this
section but not so extensive as indicated
in paragraph (d) of this section, as de-
termined by & careful examination of the
heart, muscles of mastication, diaphragm
and its pillars, tongue, and of portions
of the carcass rendered visible by the
process of dressing, may be passed for
food after removal and condemnation of
the cysts, with the surrounding tissues:
Provided, That the carcasses and parts,
appropriately identified by retained

tags, are held in cold storage at a tem-
perature not higher than 15* F. con-
tinuously for a period of not less than
10 days: And provided further, That the
boned meat from such carcasses when in
boxes, tierces, or like containers, appro-
priately identified by retained tags, is
held at a temperature of not higher than
15* F. continuously for a period of not
less than 20 days. As an alternative to
retention in cold storage as herein pro-
vided, such carcasses and parts may be
heated throughout to a temperature of
at least 140° P,

(g) The edible viscera, (except the
Iungs, fat, muscles of the oesophagus,
and heart, which shall take the same dis-
position as the carcasses), of carcasses
passed for food or for refrigeration under
the provisions of paragaph (f) of this
section may be passed for food without
refrigerating or heating, provided they
are found to be free from infestation
upon final inspection. The intestines,
weasands, and bladders from beef car-
casses affected with cysticercus bovis,
which have been passed for food or for
refrigeration, may be used for casings
after they have been subjected to the
usual methods of preparation and may
be passed for such purpose upoi comple-
tion of the final inspection.

(h) The inspection for eysticercus
bovis may be omitted in the case of
calves under 6 weeks old. The routine
inspection of calves over 6 weeks old for
cysticercus bovis may be limited to a
careful examination of the surface of the
heart and such other surfaces as are
rendered visible by the process of
dressing.

§ 11.25 Hogs affected with tapeworm
cysts (cysticercus cellulosace); disposi-
tion., Carcasses of hogs affected with
tapeworm cysts (cysticercus cellulosae)
may be passed for cooking, but if the
infestation is excessive the carcass shall
be condemned.

§ 11.26 Disposal of carcasses, organs,
and parts showing evidence of infestation
with parasites not transmissible to man;
sheep carcasses aflected with tapeworm
cysta; carcasses infested with gia bladder
worms; organs and parts infested with
hydatid cysts; livers infested with flukes.
(a) In the disposal of carcasses, edible
organs, and parts of carcasses showing
evidence of infestation with parasites not
transmissible to man, the following gen-
eral rules shall govern: If the lesions are
localized in such manner and are of such
character that the parasites and the le-
sions caused by them may be radically
removed, the nonaffected portion of the
carcass, organ, or part of the carcass may
be passed for food after the removal and
condemnation of the affected portions.
If an organ or a part of a carcass shows
numerous lesions caused by parasites, or
if the character of the infestation is such
that complete extirpation of the parasites
and lesions is difficult and uncertainly
accomplished, or if the parasitic infesta-
tion or invasion renders the organ or part
in any way unfit for food, the affecte” or-
gan or part shall be condemned. If para-
sites are found to be distributed in a car-
cass in such & manner or to be of such &
character that their removal and the re-
moval of the lesions caused by them 5
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impracticable, no part of the carcass
shall be passed for food. If the infesta-
tion is excessive the carcass shall be con-
demned. If the infestation 1s moderate

the carcass may be passed for cooking, & o, ..o cceg of young calves, pigs, kids, and

but in case such carcass is not cooked as
required by Part 15 of this subchapter
it shall be condemned.

(b) In the case of sheep carcasses
affected with tapeworm cysts located in
the muscles (cysticercus ovis, so-called
sheep measles, not transmissible to man),
the carcass may be passed after the re-
moval and condemnation of the afTected
portions: Provided, however, That if
upon the final inspection of sheep car-
casses retained on account of measles the
total number of cysts found embedded
in muscle or in immediate relation with
muscular tissue, including the heart, ex-
ceeds five, this shall be taken to Indicate
that the cysts are so generally distributed
and 50 numerous that thelr removal
would be impracticable, and the entire
carcass shall be condemned or passed
for cooking, according to the degrée of
infestdation. If-not to exceed five cysts
are found upon final inspection, the car-
cass may be passed after the removal
and condemnation of the affected por-
tions,

(¢c) Carcasses of animals found in-
fested with gid bladder worms (coenurus
coerebralis, multiceps multiceps) may be
pussed after condemnaifon of the af-
fected organ (brain or spinal cord).

(d) Organs or parts of carcasses in«
fested with hydatid cysts (echinococ-
cus) shall be condemned.

(e) Livers infested with flukes or
fringed tapeworms shall be condemned.

§11.27 Emaciated or anemic car-
casses and those showing slimy fat de-
generation or serous muscular infiltra-
tion, Carcasses of animals too emaci-
ated or anemic to produce wholesome
meat, and carcasses which show a slimy
degeneration of the fal or a serous in-
filration of the muscles, shall be con-
demned, Mere leanness should not be
clazged as emaciation,

$11.28 Carcasses showing adpvanced
Pregnancy, ete.; disposition. Carcasses
of animals in advanced stages of preg-
nancy (showing signs of parturition),
also carcasses of animals which have
within 10 days given birth to young and
in which there is no evidence of septic
infection, may be passed for cooking and
handled as provided in Part 15 of this
gubchapter; otherwise, they shall be con-
demned,

£11.20 Slaughter of injured animals
of unusual hours. When it is necessary
for humane reasons to slaughter an in-
Jured animal at night or on Sunday or
a holiday when the inspector cannot be
obtained, the carcass and all parts shall
be kept for Inspection, with the head and
all viscera except the stomach, bladder,
and intestines held by the natural at-
t:xch.ments. If all parts are not so kept
lor inspection, the carcass shall be con-
demned. If on Inspection of a carcass
slaughtered in the absence of an inspec-
tor any lesion or condition s found indi-
tating that the animal was sick or
diseased, or if there is lacking evidence of
the condition which rendered cemergency
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slaughter necessary, the carcass shall be
condemned.

§11.30 Carcasses of wyoung calves,
pigs, kids, and lambs; when condemned,

lambs are unwholesome and shall be
condemned if (a) the meat has the ap-
pearance of being water-soaked, is loose,
flabby, tears easily, and can be per-
forated with the fingers; or (b) its color
i5 grayish red; or (ec) good muscular
development as a whole is lacking, espe-
cially noticeable on the upper shank of
the leg, where small amounts of serous
infiltrates or small edematous patches
are sometimes present between the
muscles; or (d) the tissue which later
develops as the fat capsule of the kid-
neys is edematous,; dirty yellow, or gray-
tsh-red, tough, and intermixed with is-
lands of fat. .

§11.31 Unborn and stillborn ani-
mals. All unborn and stillborn animals
shall be condemned and no hide or skin
thereof shall be removed from the car-
cass within a room in which edible
products are handled.

$11.32 Condemnuation of animals
suffocated and hogs scalded alive. Al
animals which have been suffocated in
any way and hogs which have entered
the scalding vat alive shall be con-
demned,

§ 11.33 Livers affected with caroteno-
sis; livers designated as “telangieclatic”,
“sawdust”, or “spotted”; disposal. (a)
Livers affected with carotenosis shall be
condemned.

(b) Cattle livers and calf livers show-
ing the conditions sometimes desig-
nated as "telangieetatic”, “sawdust”, or
“spotted™ shall be disposed of as follows:

(1) When any or all of the conditions
are extensive and involve one-half or
more of an organ, the whole organ shall
be condemned.

(2) When any or all of the conditions
are slight In an organ, the whole organ
shall be passed without restriction.

(3) When any or all of the conditions
involve the whole organ, and are less
severe than extensive, but more severe
than slight, the whole organ shall be
cooked.

(4) When any or all of the conditions
are less severe than extensive, but more
severe than slight in a portion of an
organ, while in the remainder of the or-
gan the conditions are slight the re-
mainder shall be passed without restrie-
tion and the other portion shall be
cooked.

(5) When any or all of the conditions
are extensive and Involve less than one-
half of the organ, while in the remainder
of the organ the conditions are slight,
the remainder shall be passed without
restriction and the other portion shall
be condemned. %

(6) When any or all of the conditions
are extensive and involve less than one-
half of the organ, while in any or all of
the remainder of the organ the condi-
tions are more severe than slight yet less
severe than extensive, all of the re-
mainder shall be cooked and the exten-
sively involved portion shall be con-
demned.
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(7) The division of an organ into but
two parts as contemplated in this para-
graph for disposition, shall be accom-
plished by one cut through the organ,
‘This, of course, does not prohibit inci-
sions which are necessary for inspection.

(c) Livers and parts of livers which
are required to be cooked shall be held
and cooked In the establishment where
produced. They shall be cooked sufll-
ciently to impart a cooked appearance
throughout the liver, After cooking, the
liver may be released for any purpose.

§11.34 Vesicular exanthema and ve-
sicular stomatitis. (a) any carvcass af-
fected with vesicular exanthema or ve-
sicular stomatitis shall be condemned if
the condition is acute or if the extent of
the condition is such that it affects the
entire carcass or there is evidence of ab-
sorption or secondary change.

(b) Any carcass affected with vesicu-
lar exanthema or vesicular stomatitis
to a lesser extent than in paragraph (n)
of this section may be passed after re-
moval and condemnation of affected
parts, if the carcass i{s otherwise in good
condition.

§11.35 Anaplasmosts. (a) Carcasses
of cattle and ealves found on post-mor-
tem inspection to be affected with ana-

shall be condemned.

(b) Carcasses of cattle and calves
which are classed as recovered cases of
anaplasmosis evidenced by the absence
of abnormal symptoms on ante-mortem
inspection but which show slight yellow
coloration of tissues on post-mortem
examination shall be passed for food pro-
vided the yellow coloration disappears on
chilling. Those carcasses which do not
loge such yeliow coloration on chilling
shall be condemned.

§11.36 Listerellosis. Carcasses of
animals marked “U. S. suspect” because
of a history of listerellosis shall be
passed for food after condemnation of
the head if the carcass is otherwise in
good condition.

§ 11.37 Leptospirosis. (a) Carcasses
of animals affected with leptospirosis
shall be condemned. _

(b) Carcasses of animals which have
reacted to a test for leptospirosis and
have been marked “U. 8. suspect” on
ante-mortem inspection shall be passed
for food when no evidence of the disease
is found on post-mortem examination
provided the carcasses are otherwise in
good condition,

PART 12— CARCASSES OF ANIMALS StAven-
TERED WITHOUT ANTE-MORTEM INSPEC=
TION

§12.1 Carcasses of animals slaugh-
tered without ante-mortem inspection.
No carcass of an animal slaughtered in
the United States which has not had
ante-mortem inspection by a Division
employee shall be brought into an of-
ficial establishment, except that car-
casses of cattle, sheep, swine, and goats,
slaughtered by a farmer on the farm, to
which the head and all viscera other
than the stomach, bladder, and intes-
tines, are held by the natural attach-
ments, may be received for inspection at
official establishments where there is a
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velerinary meat inspector, upon the con-
ditions prescribed in this section. After
receipt in an official establishment, every
such carcass shall be given a thorough
post-mortem inspection. If on inspec-
tion of any such carcass, there is found
any lesion or condition indicating that
the animal was sick or diseased, the car-
cass shall be condemned and disposed of
in accordance with Part 14 of this sub-
chapter. If on inspection the carcass is
found to be free from disease and other-
wise found healthful, wholesome, and fit
for human food, it shall be marked with
the inspection legend.

(34 Stat. 1264, sec. 306, 40 Stat. 689; 19
U, 8. C, 1306, 21 U. 8, C. 89)

PART 13—TANK ROOMS AND TANKS

Sec.

131 Tanks, roomas, and equipment used for
inedible products to be separate and
apart from those used for edible

ucts.,

Suppression of odors in preparing ine
edible products.

Carcasses of animals eondemned on
ante-mortem ingpection not to pass
through compartments for edible
products

Dead animal carcasses,

Inedible fats from outside of estabe
listments,

Avraomrry: §§13.1 to 135 lssued under

34 Stat. 1264, sec. 306, 46 Stat, 080; 19
U.S5.C.1306,21 U, 8, C. 80.

§13.1 Tanks, rooms, and equipment
used for inedible products to be separate
and apart from those used for edible
products. All tanks and equipment used
for rendering, preparing or storing in-
edible products shall be in rooms or com-
partments separate from those used for
rendering, preparing or storing edible
products. There shall be no connection
between rooms or compartments con-
taining inedible products and those con-
taining edible products, except that there
may be one connecting doorway between
the slaughtering or viscera separating
department and the tank charging room
of the inedible products rendering de-
partment. Pipes and chutes Installed in
accordance with the requirements of the
Director of Division may be used to con-
vey inedible and condemned material
from edible product departments to
inedible product departments.

§ 13.2 Suppression of odors in prepar-
ing inedible product. Tanks, fertilizer
driers, and other equipment used in the
preparation of inedible product shall be
properly equipped with condensers and
other appliances which will acceptably
suppress odors incident to such prepara-
tion.

§ 13.3 Carcasses of animals condemned
on ante~mortem inspection not to pass
through compartments for edible prod-
ucts. In conveying to the inedible prod-
uct tank carcasses of animals which have
been condemned on ante-mortem inspec-
tion, they shall not be taken through
rooms or compartments in which prod-
uct is prepared, handled, or stored.

$ 134 Dead animal carcasses. (a)
With the exception of dead animals
which have died en route and are re-
celved with animals for slaughter at an

132
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establishment, no dead animal may be
brought on the premises of an establish-
ment unless advance permission therefor
is obtained from the Director of Division.

(b) Under no circumstances shall the
carcass of any animal which has died
otherwise than by slaughter be brought
into any room or compartment in which
any product is prepared, handled or
stored.

§138 Inedible fats from outside of
establishments. Inedible fats from out-
side the premises of an official estab-
lishment shall not be received except
into the tank room provided for inedible
products, and then only when thelr re-
ceipt into the tank room produces no
insanitary condition on the premises,
nor shall such fats be received in such
velume as interferes with prompt dis-
posal of inedible or condemned ma-
terial produced at the establishment.
When received, they shall not enter any
room or compartment used for edible
products,

PART 14—TANKING AND DENATURING
CONDEMNED CARCASSES AND PARTS

Sec.

141 Condemned carcasses and product; dis-
posing of, by tanking; soaling of
tanks; denaturing of product,

Inedible rendered fats, E

Disposition of condemned meat or
product at official establishments
having no tanking facilities.

Specimens for educational, research,
and other purposes;, permits for, re-
quired.

Livers condemned because of parasitic
infestation and for other causes;
conditions under which may be dis-
posed of ay flah feed,

AvrHomrry: §§ 141 to 140 issued under
84 Stat, 1264, sec. 308, 45 Stat, 689; 19
U. 8. C. 1306, 21 U. 8. C. 80.

§141 Condemned carcasses and
product; disposing of, by tanking; seal-
ing of tanks; denaturing of product. (a)
Condemned’ carcasses and product at
official establishments having facllities
for tanking shall be disposed of by
tanking as follows:

(1) The lower opening of the tank
shall first be sealed securely by a Meat
Inspection employee, except when per-
manently connected with a blow line,
then the condemned carcasses and prod-
uct shall be placed in the tank in his
presence, after which the upper opening
shall also be sealed securely by such em-
ployee, who shall then see that the con-
tents of the tank are subjected to suf-
ficient heating for sufficient time to ef-
fectively destroy the contents for food

142
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purposes.

(2) The use of equipment such as
crushers or hashers for pre-tanking
preparation of condemned carcasses and
product in the inedible products depart-
ment has been found to give inedible
chargeter and appearance to the
material. Accordingly, if condemned
carcasses and product are so crushed or
hashed, conveying systems, rendering
tanks, and other equipment used in the
further handling of the crushed or
hashed material need not be locked or
sealed during the tanking operation. If
the rendering tanks or other equipment
contain condemned material not =o

crushed or hashed, the equipment shall
be sealed as prescribed in subparagraph
(1) of this paragraph. If the crushed
or hashed material is not rendered in
the establishment where produced it
;mn be denatured as provided for in

s L& T

(b) The seals of tanks shall be broken
only by a Diyision employee after the
contents of the tanks have been treated
as provided In paragraph (a) of this sec-
tion. The rendered fat derived from
condemned material shall be held until a
Division employee shall have had an op-
portunity to determine whether it con-
forms with the requirements of this
section. Samples shall be taken by Di-
vision employees as often as is necessary
to determine whether the rendered fat is
effectually denatured,

§ 142 Inedible Yendered jats. Ren-
dered animal fat derived from inedible
or condemned materials and possessing
the physical characteristics of color,
odor, and taste of an edible product shall
be denatured to effectually distinguish it
from an edible product efther with low
grade offal during the rendering or by
adding to, and mixing thoroughly with,
such fat denaturing oil, number 2 fuel
oil, or brucine dissolved in & mixture of
alcohol and pine oil or oil of rosemary.

§ 144 Disposition of condemned meat
or product at official establishments
having no tanking facilities. (a) Any
carcass or product condemned at an offi-
cial establishment which has no facilitles
for tanking shall be denatured with
crude carbollc acld, cresylic disinfectant,
or other prescribed agent, or be destroyed
by Incineration, under the supervision of
a Meat Inspection employee. When
such carcass or product is not incinerated
it shall be slashed freely with a knife,
before the denaturing agent is applied.

(b) Carcasses and products con-
demned on accoupt of anthrax, and the
materials identified in § 10.9 of this sub-
chapter which are derived therefrom at
establishments which are not equipped
with tanking facilities shall be disposed
of by (1) complete incineration, or (2)
by thorough denaturing with a pre-
scribed denaturant, and then disposed of
in accordance with the requirements of
the particular State or municipal au-
thorities, who shall be notified immedi-
ately by th‘e inspector in charge.

§ 145 Specimens for educational, re-
search, and other purposes; permits for,
required. (a) Specimens of diseased,
condemned, and inedible materials, in-
cluding pig or lamb embryos and spec-
imens. of animal parasites, may be
released for educational purposes by the
inspector in charge: Provided, That the
party desiring such specimens makes &
written application for same, stating the
use to be made of them; and Provided
Jurther, That the applicant arranges
with and receives permission from the
official establishment to obtain the speci-
mens. If the application is satisfac-
tory to the inspector in charge, he shall
issue a permit authorizing the removal
of the specimens. Such permits shall
be numbered and issued for not beyond
the then current calendar year,
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(b) Specimens of diseased, con-
demned, and inedible materials, includ-
ing pig or lamb embryos and specimens
of animal parasites, may be released for
rescarch and other purposes when au-
thorized by the Director of Division: Pro-
vided, That the applicant for such speei-
mens shall have arranged with and
received permission from the official
establishment to obtain them. The ap-
plication to the Division for the release
of such material for research purposes
should include the following Informa-
tion: (1) The name of the organization
or individual conducting the research,
(2) the name of the official establish-
ment from which the material is to be
obtained, and (3) the kind and amount
of material desired. In addition, the
application should contaln a statement
that the material will be used for re-
search purposes only and that the or-
ganization or individual conducting the
research assumes full responsibility for
the results of research involving this
material.

(¢) The collection and handling of the
specimens referred to in paragraphs (a)
and (b) of this section shall be at such
time and place and in such a manner as
not to interfere with the inspection or to
cause any objectionable condition.

5146 Livers condemned because of
parasitic {infestation and for other
causes; condilions under which may be
disposed of as fish feed, (a) Livers con-
demned on account of fluke infestation
may be forwarded eas fish feed if they
are first freely slashed, then denatured,
and then frozen. The dennturing shall
be accomplished by dipping the slashed
livers in & hot solution composed of one
part of FD&C Green #3 or Methyl Violet
to 5,000 parts of water, followed by
washing in fresh water until the wash-
ings are no longer colored, or by the
application of finely powdered charcoal.
Freezing shall be preceded by chilling
the livers to a temperature not sbove
40° P, Livers packed In containers not
more than 7 inches thick shall then be
held for a period of not less than 10 days
at a temperature not higher than 15° F.
or for a perlod of not less than flve days
at a temperature not higher than 10* F,
Livers packed in containers over 7 inches
but less than 27 inches thick shall be
held not less than 20 days at a tempera-
ture not higher than 15* F., or for not
less than ten days at a temperature not
higher than 10° F. In lleu of freezing,
the livers may be thoroughly cooked and
then slashed and denatured in the man-
ner indicated above. It is essential that
the livers be sufficiently denatured
through discoloration by the dye or char-
coal to preclude their use as human food.
Freezing may be accomplished in the
regular freezer in a properly separated
compartment or receptacle held under
Division lock.

(b) Livers condemned on account of
hydatids or fringed tapeworms may not
be forwarded as fish feed unless thor-
oughly cooked, slashed, and denatured
85 Indicated In paragraph (a) of this
scction,

(0) Livers econdemned on account of
Parasites other than flukes, hydatids, or
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fringed tapeworms may be forwarded as
fish feed without refrigeration or cooking
after slashing and denaturing as indi-
cated in paragraph (a) of this section.

(d) Livers condemned for telan-
glectasis, angioma, “sawdust’” condition,
cirrhosis, or other nonmalignant change,
benign abscesses, or contamination,
when these conditions are not associated
with infectious diseases in the carcasses,
may be forwarded as fish feed without
refrigeration or cooking: Provided, All
tissue affected with abscesses is removed
and destroyed within the establishment:
And provided further, That all livers are
slashed and denatured as Indicated In
paragraph (a) of this section,

(e) Livers specified in the foregoing
paragraphs shall be placed in containers
plainly marked “fish™ feed—inedible”,
and when shipped in interstate com-
merce shall be certified as required by
$25.14 of this subchapter.

ParT 15—RENDERING CARCASSES AND PARTS
InTO LaARD, RENDERED PORK FAT, AND
TALLOW, AND OTHER COOKING

Sec.

15.1 Carcasses and parts passed for cooking:
rendering into lard, rendered pork
fat, or tallow.

152 Carcasses and parts passed for cooking
not rendered into lard, rendered pork
fat or tallow; utilization of, for food
purposes after cooking.

153 Disposal of product passed for cooking
if not handled according to this part,

Avraonrrry: §§151 to 153 lssued under

34 Stat, 1264, sec, 306, 46 Stat, 689; 19

U. 8.C.13008, 21 U. 8. C. 0.

$15.1 Carcasses and parts passed jor
cooking, rendering into lard, rendered
pork fat, or tallow. Carcasses and parts
passed for cooking may be rendered into
lard or rendered pork fat in accordance
with § 17.8 (¢) (18) and (20) of this sub-
chapter or rendered into tallow, pro-
vided such rendering is done in the fol-
lowing manper:

(1) When closed rendering equipment
is used, the lower opening, except when
permanently connected with a blow line,
shall first be sealed securely by a Division
employee, then the carcasses or parts
shall be placed in such equipment in his
presence, after which the upper opening
will be securely sealed by such employee.
When the product passed for cooking in
the tank does not consist of a carcass or
whole primal part, the requirements for
sealing shall be at the discretion of the
inspector in charge. Such carcasses and
parts shall be cooked for a time sufm-
clent to render them effectually into
lard, rendered pork fat, or tallow, pro-
vided all parts of the product are heated
to a temperature not lower than 170°* ¥,
for a period of not less than 30 minutes.

(2) Establishments not equipped with
closed rendering equipment for render-
ing carcasses and parts passed for cook~
ing Into lard, rendered pork fat, and tal-
low may render such carcasses or parts
in open kettles under the direct super-
vision of a Division employee, Such
rendering shall be done during regular
hours of work and in compliance with
the requirements as to temperature and
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time specified in subparagraph (1) of
this paragraph.

§ 15.2 Carcasses and parts passed for
cooking not rendered into lard, rendered
pork fat or tallow; utilization of, for food
purposes after cooking. (m) Carcasses
and parts passed for cooking, except as
specified in § 11.20 of this subchapter,
may be used for the preparation of such
products as canned meat, sausage, cooked
or bolled meat, meat loayes, and similar
products, provided all parts of such car-
casses and parts which are so used are
heated to a temperature not lower than
170* F. for a period of not less than 30
minutes, either before being used in or
during the preéparation of the finished
product.

(b) When product passed for cooking
is used as an ingredient of a meat food
product as contemplated in paragraph
(a) of this section at least 50 per cent of
the meat and meat byproduct Ingredient
shall consist of product passed for cook-
ing. This requirement shall not apply
when the product passed for cooking has
been previously cooked as specified In
paragraph (a) of this section before be-
ing used as an Ingredient of a meat food
product,

§ 153 Disposal of product passed for
cooking if not handled according to this
part. Product passed for cooking if not
handled and processed under the provi-
sions of this part, shall be disposed of in
accordance with Part 14 of this sub-
chapter, :

PART 16—ManxiNg, BrANDING, AND
IDENTIFYING PRODUCTS

Sec.
16.1

Approval of abbreviations of marks of
inspection,

Preparation of marking devices bear-
ing inspection legend without ad-
vance approval prohibited; excep-
tion.

Use of inspection legend prohibited
exoept under supervision of Division
employee.

Brands and marking devices to be ap-
proved by Director of Diviaion; con-
trol of brands, ete,

Articles not to be removed from estab-
lishments unless marked in accord-
ance with reguiations,

Mirks of inspection to be carefully
applied,

Branding ink to be furnished by es-
tablishment; approval by Division,
color,

Control and use of brands and mark«
lng devices furnished by Division.
Brands and marking devices not to be
false or midleading; style and size

of lettering.

Carcasses, primal parts, and products;
marking with inspection legend.
Moving and handiing of primal parts

from one establizhment to another,

Handling of products too small to be
marked with brand,

Marking of meat food products In
casings,

Marking product with the lat of ine
gredients.

Marking of shipping containers; do-
mestic meat label.

Tank cars and tank trucks of edible
produocts,

Transferring Inspected and passed
product for export,

Denaturing of Inedible grease, ete.;
marking “inedible™.

162
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Auvrntomrry: §§ 16.1 to 1618 lsaued under
a4 Stat, 1264, seco. 306, 48 Stat, 689; 19
U. 8. C. 1808, 21 U. 8, C. &9.

Nore: Approvals prior to July 1, 1950, of
labpling muaterial for Imported meats, meat
byproducts, and ment food products were
cancelled effective April 1, 1957 (22 ¥, R, 738,
Feb. 6, 1067). Any person who proposes to
use labellng material, for meats, meat by-
products, or meat food products to be lm-
ported into the United States on or after
April 1, 19567, which was approved prior {9
July 1, 1950, and has not since been reap~
proved, must submit such labeling material
to the Director of the Meat Inspection Divie
sion for approval under the regulations cure
rently in efflect,

$16.1 Approval of abbreviations of
marks of inspection. The Director of
Division may approve and authorize the
use of abbreviations of marks of inspec-
tion under the regulations in Parts 1
through 20 of this subchapter. Such
abbreviations shall have the same force
and efféct as the respective marks for
which they are authorized abbrevia-
tions.

§ 162 Preparation of marking devices
bearing inspection legend without ad-
vance approval prohibited; exception,
Except for the purpose of submitting a
sample or samples of the same to the
Director of Divisiown for approval, no per-
son shall procure, make, or prepare, or
cause to be procured, made, or prepared,
Izbels, brands, or other marking devices
bearing the inspection legend or any
abbreviations, copy or representation
thereof, for use on any product without
the written authority therefor of the
Director of Division. However, when any
sample label, brand, or other marking
device is approved by the Director of
Division, nev. supplies of such labels and
new brands and other marking devices
of a character exactly similar to such
approved sample may be procured, made,
or prepared, for use in accordance with
the regulations in Parts 1 through 29 of
this subchapter, without further ap-
proval by the Director of Division.

$ 163 Use of inspection legend pro-
hibited except under supervision of Divi-
sion employee. (2) No person shall af-
fix or place, or cause to be affixed or
placed, the inspection legend, or any
abbréviation, copy, or representation
thereof, to or on any product, or con-
tainer thereof except under the super-
vision of a Division employee,

(b) No person shall fill, or cause to be
filled, in whole or in part, with any prod-
uct, any container bearing or intended
to bear, the Inspection legend, or any
abbreviation, copy, or reprezentation
thereof, except under the supervision
of & Division employee.

§ 164 Brands and marking devices to
be approved by Director of Division; con-
trol of VYrands, etc. Official establish-
ments shall furnish such ink brands,
burning brands, and lke devices for
marking products as the Director of
Division may require. The mark of in-
spection on such & device shall be in the
following form, as a facsimile of one of
the officlal brands, using the size best
suited for the purpose intended:

RULES AND REGULATIONS

In advance of manufacture, complete
and accurate descriptions end designs
of the snme shall be submitted to and
approved by the Director of Division.
Every such brand and device which
bears the inspection legend shall be de-
livered into the custody of the inspector
in charge of the establishment, and
shall be used only under the supervision
of a Division employee. When not in
use for marking inspected and passed
product, all such brands and devices
bearing the inspection legend shall be
kept locked in properly equipped lockers
or compartments, the keys of which
shall not leave the possession of a Di-
vision employee,

$ 165 Articles not to be removed from
establishments unless marked in accord-
ance with regulations. No person shall
remove or cause to be removed from an
official establishment any article which
the regulations in Parts 1 through 29 of
this subchapter require to be marked in
any way unless the same 15 clearly and
legibly marked in compliance with the
regulations in Parts 1 through 29 of this
subchapter.

§ 16.0 Marks of inspection to be care-
Jully applied. All marks of inspection
shall be carefully applied and securely
aflixed,

£ 167 Branding ink to be furnished
by establishment; approval by Division,
color. (a) Officlal establishment shall
furnish all ink for marking product.
Such ink must be made with harmless
ingredients that are approved for the
purpose by the Division. Samples of ink
shall be submitted to the meat inspection
lahoratory from time to time as may be
deemed necessary by the inspector in
charge.

(1) Only purple Ink approved for the
purpose shall be used to apply ink brands
bearing the marks of inspection to car-
casses and fresh meat cuts derived there-
from.

(2) Ink brands bearing the marks of
inspection used for purposes other than
in subparagraph (1) of this paragraph
may be applied with branding ink of any
calor and composition that will assure
ready legibllity and permanence of
marking, except as provided in subpara-
graph (3) of this paragraph. The color
of the ink shall provide acceptable con-
trast with the color of the product to
which it is applied.

(3) Product shall not be marked with
green ink except that, if desired by the
establishment, such ink may be used for
holiday markings and designs,

§16.8 Control and use of brands and
marking devices furnished by Division,
All brands and devices furnished by the
Division for marking articles with the in-
spection legend, including self-locking
seals, shall be used only under the super-
vizion of a Division employee, and, when
not in use for marking, shall be kept
locked in properly equipped lockers or
compartments, the keys of which shall
not leave the possession of a Division
employee.

£16.9 Brands and marking devices
not to be false or misleading; style and
size of lettering. No brand or device
shall be false or misieading. The letters
and figures thereon shall be of such style
and type as will make a clear and legible
impression,

§ 16.10 Carcasses, primal parts, and
products; marking with inspection leg-
end, (a) Each carcass which has been
inspected and passed in an official estab-
lishment shall be marked at the time of
inspestion with the inspection legend and
with the number of the establishment.

(b) Except as provided otherwise in
this part and in Part 25 of this sub-
chapter, each primal part of a- carcass,
the beef cod fat and beef kidney fat, and
each liver, beef tongue, and beef heart
which has been inspected and passed
shall be marked with the inspection leg-
end and the number of the establishment
before it leaves the establishment in
which it is first inspected and passed,
and each inspected and passed product »
susceptible of being marked shall be
marked with the inspection legend and
the number of the establishment where
it was last processed: Provided, That
skinned bacon intended for slicing need
not be so marked if packed in properly
marked containers. Additional marks of
inspection may be applied as desired to
meet local conditions.

(¢c) Beef livers shall be marked with
the inspection legend and the establish-
ment number on the convex surface of
the thickest portion of the organ.

§16.11 Moving and handling of pri-
mal parts from one establishment to an-
other. Primal parts of carcasses which
have been inspected and passed but do
not bear the inspection legend may be
transported from one official establish-
ment to another official establishment,
for further proceéssing, in a car, truck, or
other closed container, if the car, truck,
or container be sealed with a Division
seal bearing the inspection legend in
compliance with the regulations in Parts
1 through 29 of this subchapter.

§16.12 Handling of products too
small to be marked with brand. Any
product of such charficter or so small
that it cannot be marked with a brand,
and which has been inspected and passed
but does not bear the inspection legend,
may be removed from an official estab-
lishment for local or interstate transpor-
tation in closed containers bearing the
inspection legend and such other marks
as are required by the regulations in
Parts 1 through 29 of this subchapter
or in open containers bearing the inspec-
tion legend applied by means of a do-
mestic meat Iabel or trade label: Pro-
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vided, That upon removal from such
closed or open containers the product
may not be further transported in inter-
state or forelgn commerce unless rein-
spected by a Division employee and
packed under his supervision in a con-
tainer or contalners bearing the inspec-
tion legend and such other marks as are
required by the regulations in Parts 1
through 29 of this subchapter: And pro-
vided further, That unmarked product
shall not be brought into an official es-
tablishment in an open container, except
that which is returned to the establish-
ment, and this must be held separate
from other product pending removal
from the establishment for disposal in
intrastate trade only,

$16.18 Marking of meat food prod-
ucts ¥n casings. (a) Inspected and
passed sausage and other products in
casings, of the ordinary “ring"” variety or
Iarger, shall be marked with the inspec-
tion legend and the number of the estab-
lishment, Inspected and passed sausage
and other products in casings, of the
smaller varieties, shall bear one or more
inspection marks to each chain or two
or more of such marks to each bunch,
except in cases where such smaller va-
rieties of sausage and products leave
stablishments completely enclosed in
properly labeled cartons or wrappers,
having a capacity of 10 pounds or less
end containing a singe kind of product:
Provided, That the mark of inspection
need appear only twice throughout the
contents of containers, exceeding a ca-
pacity of 10 pounds, of sausages of the
smaller varieties shipped to another offi-
cinl establishment for further processing,
or to a governmental agency. When such
products are shipped to another official
establishment for further processing, the
inspector In charge at the point of origin
shall identify the shipment to the in-
spector in charge at destination.

(b) Meat food products in casings,
other than sausage, which possess the
characteristiés of or resemble sausage,
shall bear on each link or piece the word
“imitation” prominently displayed: Pro-
vided, That such products in casings as
coppa, capocollo, lachse bacon,
pork loins, pork shoulder butts, and
similar cuts of meat which are prepared
without added substances other than
curing materials or condiments, and
meat rolls, bockwurst, and similar prod-
ucts in casings which do not contain
cereal or vegetables, and headcheese,
souse, sulze, scrapple, blood pudding, and
liver pudding in casings need not be so
mnarked; other products in casings such
&s loaves, chili con carne, and meat and
cheese products when prepared with
sufeclent cheese to give definite charac-
leristics to the finished products, may
bear on each link or piece the true name
of the product in lieu of the word “imita~
tion"; and {mitation sausage packed in
Properly labeled containers having a ca-
pacity of 1 pound or less and of a kind
usually sold at retail intact, need not
bear the word “imitation” on each link
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or piece if no other marking or labeling
is applied to the product.

(¢c) When cereal, vegetable starch,
starchy vegetable flour, soya flour, dried
milk, or non-fat dry milk is added to
sausage within the limits prescribed
under Part 18 of this subchapter, the
product shall be marked with the name
of each of such added ingredients, as for
example, “cereal added”, “potato fliour
added"”, “cereal and potato flour added”,
“soya flour added"”, ‘“non-fat dry milk
added”, “cereal and non-fat dry milk
added”, etc., as the case may be. On
sausage of the smaller varieties, the
marking prescribed in this paragraph
may be limited to links bearing the
inspection legend.

(d) (1) When product is placed in cas-
ing to which artificial coloring is applied,
as permitted under Parts 1 through 29 of
this subchapter, the article shall be
legibly and conspicuously marked by
stamping or printing on the casing or
securely aflixing to the article the words
“artificially colored.”

(2) If the casing is removed from
product at an official establishment and
there is evidence of artificial coloring on
the surface of the product, the article
from which the casing has been removed
shall be marked by stamping directly
thereon or by securely affiixing thereto
the printed words “artificially colored."

(3) The casing containing product
need not be marked to show that it is
colored If it is colored prior to its use as
a covering for the product, and the color-
ing is of a kind and so applied as not to
be transferable to the product and not to
be misleading or deceptive with respect
to color, quality, or kind of product en-
closed in the casing.

(4) In the case of sausage of the
smaller varieties the marking prescribed
in this paragraph may be limited to
links bearing the inspection legend.

(e) When approved antioxidants are
added to unsmoked dried sausage in
casings the produoct shall be legibly and
conspicuously marked in an approved
manner to show their presence and the
purpose for which they are added, for
example, with the statement “oxygen
interceptor added to improve stability”.

(f) A cloth bag, artificial casing, or
similar container of sausage or other
product of a size larger than that cus-
tomarily sold at retall intact shall be
printed with the mark of inspection and
any other marks required under para-
graphs (b) through (e), near each end
of the product, so as to be clearly visible
to the consumer: Provided, That such
articles which are printed with a label
in conformity with Part 17 need not,
in addition, show markings other than
the mark of inspection near each end.

(g) The markings indicated in para-
graph (f) of this section shall be branded
near each end of sausage or similar prod-
uct prepared in animal casings when
the article is of a size larger than that
customarily sold at retail intact.

(h) All markings may be omitted from
sausage and other meat food products in
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casings when these articles are to be
processed in sealed containers.

§$16.14 Marking product with the list
of ingredients. A product fabricated
from two or more ingredients shall bear
a list of the ingredients, giving the com-
mon or usual names of the ingredients
arranged in the order of their pre-
dominance, except that spices may be
designated as “spices” or “‘flavorings',
and flavorings (including essential oils,
oleoresins, and other spice extractives)
may be designated as “flavorings™ with-
out naming each. The list of ingredients
shall be applied legibly and securely to
the product by means approved by the
Director of Division, such as stamping,
printing, or the use of paper bands, tags,
or tied-in paper or fabric flaps on stuffed
sausage, or tissue strips on loaf-like ar-
ticles: Provided, That product for which
a definition and standard of identity has
been preseribed under Part 28 of this
subchapter which conforms to such
definition and standard, and which bears
the name specified in the definition and
standard, together with such declaration
of optional ingredients and other labeling
features as are required by the applicable
definition and standard, need not bear a
list of ingredients: Provided Jfurther,
That bockwurst and sausages of the
smaller varieties, such as frankfurters
and pork sausage, shall bear the list of
ingredients at least once on each 2
pounds of product: Provided Jfurther,
That when such product Is distributed
from an official establishment in an im-
mediate or true container of a type and
size customarily sold at retail intact, the
list of ingredients on the label of the
package shall be sufficient: And provided
jurther, That when sausages of the
smaller varieties are shipped to another
official establishment for further proces-
sing, or to a governmental agency, the
list of Ingredients need appear only twice
throughout the contents of containers
and when so shipped may be omitted
from the contents of containers of 10«
pound size or less. When such products
are shipped to another official establish-
ment for further proPessing, the in-
spector in charge at the point of origin
shall identify the shipment to the in-
spector in charge at destination by
means of Form MI 408~1.

$16.15 Marking of shipping contain-
ers; domestic meat label. (a) Except as
provided in this part and Part 25 of this
subchapter, when any inspected and
passed product for domestic commerce is
moved from an official establishment, the
shipping container shall bear an ap-
proved mark of inspection, as prescribed
in Part 17 of this subchapter, or an
approved domestic meat label, which-
ever is appropriate. The domestic meat
label shall be 23; by 4 inches in size
and shall be in form and substance as
illustrated below, except that the name
and address of the establishment, or the
name only, may be printed on the label,
at the bottom thereof:
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RULES AND REGULATIONS

DOMESTIC MEAT LABEL

ESTABLISHMENT 38

THE MEAT OR MEAT FOOD PRODUCT
CONTAINED HEREIN HAS BEEN U, S.
INSPECTED AND PASSED EBY DEPART-
MENT OF AGRICULTURE.

The domestic meat label shall be
printed with black ink on white paper
of good quality, except that in the case
of fiberboard shipping containers it may
be printed directly on such containers in
black Ink on any color background, ex-
cept green, which offers suflicient con-
trast so that It is prominently and
informatively displayed.

(b) When any preduct prepared in an
official establishment for domestic com=-
merce has been inspected and passed
and is enclosed in a cloth wrapping, such
wrapping may bear. in lieu of the do-
mestic meat Jabel, the inspection legend
and establishment number applied by
the approved 23i-inch rubber brand:
Provided, The domestic meat label or
rubber brand meay be omitted in those
cases in which the inspection legend and
establishment number on the articles
themselves are clearly legible through
the wrapping or the wrapping is labeled

in accordance with Part 17 of this sube-.

chapter: Provided further, That plain
unprinted wrappings such as stockine
ettes, cheese cloth, paper and crinkled
paper bags for properly marked fresh
meat, Including-carcasses, and primal
parts thereof, which are used solely to
protect the product against soiling or
excessive drying during transportation
or storage need not bear the marks of
Inspection,

(¢) The shipping or outside contain-
ers of products for export shall be
marked in compliance with Part 24 of
this subchapter.

§16.18 Tank cars and tank trucks
of edible product. Each -tank car and
each tank truck carrying inspected and
passed product from an official establish«
ment shall bear a label containing the
true name of the product, the inspection
legend, the establishment number, and
the words “date of loading,” followed
by & suitable space for the insertion of
the date. The label shall be located
conspicuously and shall be printed on
material of such character and so afixed
as to preclude detachment or effacement
upon exposure to the weather, Before
the car or truck is removed from the
place where it is unloaded, the carrier
shall remove or obliterate such label.

$16.17 Transferring inspecled .and
passed product for export. When in-
spected and passed products for export
are transferred from tank cars to other
containers on boats, such transfer shall
be done in accordance with the provisions
outlined in Part 40 of this subchapter.

§16.18 Denaturing of inedible grease,
ete.; marking “inedible”, (a) Inedible
grease, ineditle tallow, or other inedible
animal fat, or mixture containing such
fat, having the physical characteris-
tics of an edible product shall be de-
natured or olherwise destroyed {for
food purposes. Containers of such in-
edible grease, inedible tallow, or other
inedible fat shall be marked conspicu-
ously with the word “Inedible”. Such
containers as tierces, barrels, and half
barrels shall have both ends painted
white with durable paint, if necessary,
to provide a contrasting background,
and the word “inedible” marked thereon
in letters not less than 2 inches high,
while on tank cars the letters shall be
not less than 4 inches high,

{(b) Inspected rendered animal fat
which for any reason il Is desired to
classify as inedible may be shipped inter-
state if handled as, provided in para-
graph (2) of this section for inedible fat
having the physical characteristics of an
edible product.

(¢) Uninspected non-exempt rendered
animal fat, or mixtures containing such
fat, having the physical characteristics
of an edible product .aay be shipped in-
terstate If handled as provided in para-
graph (a) of this section for inedible fat
having the physical characteristics of an
edible product.

Part 17—LABELING

Sec.

171 Labeling required; supervision by Di-
vision employee,

172 Labels: What to contain, when and
how used.

173 Labels to conform with definitions
and standards of 1dentity,

174 TLabels to be approved by Director of
Divislon.

175 Inspector In charge to permit certain
modifications of approved labels.

176 Approved labels to be used only on

products to which they are appli-
cable,

5

See,

177 Product for forelgn commerce; print-
ing Iabels In  foreign Inuguage
pormissible,

178 False or deceptive labeling and prac-
ticea,

179 Labeling product propared with arti-
ficial coloring, artifictdl fiavoring,
antioxidants, ar preservatives,

1710 Reuse of inspoction marks; reusoe of
containers bearing marks of in-
spection, labels, ete.; requirements
regarding. <

17.11 Labeling, fliling of contalners, han-
dling of labeled products to bo
only in compllunce with regula-
tionsa.

17.12  Relubeling product, requirements re-
garding,

17.18 Distribution of labels bearing an in-
speotion legend,

17.14 Rescindment of label approvals,

Avrionrry: 1§ 171 to 17.14 lssued under

34 Suat, 1264, sec. 800, 40 Stat. 680; 10
U. 8. C, 1306, 21 U. 8. C, 89,

Nore: Approvals prior to July 1, 1950, of
Inbeling material for Imported meats, ment
byproducts, and ment food products were
canceled effective April 1, 1957 (22 P, R, 733,
Feb. 6, 1057). Any person who propoges to
use labeling material, for meats, ment by-
products, or meat food products to be Im-
ported Into the United States on or after
April 1, 1957, which was approved prior to
July 1, 1950, and has not since been reap-
proved, must submit such Inbeling material
to the Director of the Mest Inspection Divi-
zion for approval under tho regulations cur-
rently in effect.

§$ 171 Labeling required; supervision
by Division employee. (a) When, in an
official establishment, any inspected and
passed product {s placed or packed in any
can, pot, tin, eanvas, or other receptacie
or covering constituting an immediate or
true container, there shall be affixed to
such container or covering a label &s
hereinafter described In this part: Pro-
vided, That plain wrappings for fresh
meat, such as dressed carcasses and pri-
mal parts thereof, which are used solely
to protect the product against solling or
excessive drying during transportation
or storage need not bear a label: Provided
Jurther, That uncolored transparent cov-
erings, such as cellophane, which bear no
printed or graphic matter and which en-
close any unpackaged or packaged prod-
uct bearing all required markings need
not bear a label if the required markings
are clearly legible through such cover-
ings: Provided further, That animal and
transparent artificial casings bearing no
morks or printed features other than
those required under Part 18 of this sub-
chapter need not bear additional label-
ing: And provided further, That stock-
inettes used ns “operative devices,” such
as those applied to cured meats in prep-
aration for smoking, need not bear labels
whether or not such stockinettes are re-
maoved following completion of the oper-
aulons for which they were applied.

(b) Polders and similar ocoverings
made of paper or like material, which do
not completely enclose the product and
which bear any printed word or state-
ment, shall bear all features required on
& label for an immediate or true cor-
tainer,

(¢) No container or covering which
bears or is to bear a label shall be filled, In
whole or in part, except with product
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whick has been inspected and passed in
complinnce with Parts 1 through 29 of
this subchapter, which is sound, helllith-
ful. wholesome, and fit for human food,
and which is strictly in sccordance with
the statements on the label. No such
container or covering shall be filled, in
whole or in part, and no label shall be
aflixed thereto, except under the super-
vision of a Division employee.

$17.2 Labels: What to contain, when
and how used. (a) Labels within the
meaning of this part shall include any
printing, lthographing, embossing, or
other marking on labels, stickers, seals,
wrappers, or receptacles.

(b) Labels shall contain, prominently
and informatively displayed, the true
name of the product; the word “in-
gredients” followed by a list of the in-
gredients when the product is fabricated
from two or more ingredients, except in
the case of products for which definitions
and standards of identity have been pre-
scribed under Part 28 of this subchap-
ter; the name and place of business of
the manufacturer, packer, or person for
whom the product is prepared; and an
inspection legend and the number of the
establishment in the following form, on
that portion of the label featuring the
name of the pr t, or, when there are
two or more panels, then on the prin-
cipal display panels:

u.s.

INSPECTED
AND PASSED BY
DEPARTMENT OF
AGRICULTURE

EST. 38

However, In lieu of showing the inspec-
tion legend and the establishment num-
ber in such form, in the case of large
size fiperboard immediate containers, &
domestic meat label may be printed di-
rectly on such containers in size, form
and substance as provided In § 18.15 (a)
of this subchapter for use on fiberboard
shipping containers; the name and place
of business of the manufacturer, packer,
or person for whom the product was pre-
pared may be omitted from labels for
product not required to be labeled under
$17.1; the establishment number may
be omitted from labels on cartons used
43 outer containers of edible fats, such
as lard and oleomargarine, when such
articles are enclosed in wrappers which
bear an inspection legend and establish-
ment number, and from a Jabel litho-
graphed directly on a can bearing the
embossed or lithographed establishment
number; and a metal container on
which an inspection legend is embossed
or lithographed may, with the approval
;J;s xt})lrelctor of the Division, bear an

on legend of different design and
I abbreviated form.

(1) The name of a product shall be
the common name, if any, and one which
No. 240—11
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clearly and completely identifies the
article. Product which has been pre-
pared by salting, smoking, drying, cock-
ing, chopping, and the like shall be so
described on the label unless the name
on the article implies, or the manner of
packaging shows, that the product was
subjected to such procedure or proce-
dures. The ified terms “meat”,
“meat byproduct”, “meat food product”,
and terms common to the meat indus-
try but not to consumers such as “pic-
mcu' "butt". "calﬂ". usquamn. nlouw.
"Spread". "dcught". «rouu- "p’ﬂte".
“Juncheon”, and “daisy" shall not be
used as names of articles unless accom=-
panled with terms descriptive of the
product or with a list of ingredients.

(2) The list of ingredients shall ap-
pear as part of or in addition to the
true name of the product and shall show
the common or usual names of the in-
gredients arranged in the order of their
predominance, except that spices may be
designated as “spices” or “flavorings”,
end flavorings (including essential olls,
oleoresins, and other spice extractives)
may be designated as “flavorings” with-
out naming each, The name of an in-
gredient shall not be a collective name

~but shall be a specific name, as, for

example, “beef”, “pork"”, “beef tripe”,
“sheep livers”, “pork snouts”, “flour”,
“corn flour”, “potato flour”, “water”,
‘nonfat dry milk"”, “tomato puree”, and
“beef broth": Provided, That when a
product i5 coated with pork fat, gelatin,
or other approved substance and a spe-
cific declaration of such coating appears
in connection with the name of product,
the ingredient statement need not make
reference to the Ingredientsof such coat-
ing: And provided further, That when
the label bears the designation “com-
pound” or “shortening"” the term “ani-
mal and vegetable fats” or “vegetable and
snimal fats” may be employed to desig-
nate the Ingredients of mixtures of such
edible fats. “Animal fats” as used here-
in means inspected and passed fat de-
rived from cattle, sheep, swine, or goats.

(3) The name of the manufacturer or
packer may appear without qualification
on the label or the container of product.
When the name of the manufacturer or
packer is not that under which inspec-
tion Is granted at the establishment but
is the name of a tenant operating in the
establishment, full Information identify-
Ing the tenant and the scope of his opera-
#ions shall be furnished to the Director of
Division. When product {s not prepared
by the person whose name _appears on
the label, the name shall be qualified by
& phrase which reveals the connection
such on has with such product, as
for eXxample, “Prepared for * * *.

(c) Stencils, box dies, Inserts, fags,
and like devices shall not bear an in-
spection legend or any abbreviation or
representation thereof: Provided, That
with the approval of the Director of Divi-
sion, box dies including the inspection
legend and establishment number may
be used in marking wooden boxes of light
material having a maximum capacity of
five pounds, fiber board containers, and
wood wire-bound boxes and crates with
at least 90 percent of the total wood sur-
faces being veneer wood not over one-
sixth of an inch thick and of such
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gagg that matter imprinted on it is
ible, N

(d) The establishment number shall
be either embossed or lithographed on
all sealed metal containers of inspected
and passed product filled in an official
establishment, except that such con-
tainers which bear labels lthographed
directly on the c¢an and In which the
establishment number is incorporated
need not have the establishment number
embosscé or lithographed thereon.
Labels shall not be aflixed to containers
s0 as to obscure the embossed or litho-
graphed establishment number.

(e) When any product is placed In a
carton or in & wrapper of paper or cloth
or in such other labeled container or
covering as the Director of Division may
approve, an inspection legand and the
establishment number, in form and sub-
stance as specified In paragraph (b) of
this section, may be embodied on a
sticker to be securely and prominently
affixed, along with the name of product,
at & place on the label reserved and des-
ignated for the purpose, In case there
are two-or more display panels featur-
ing the name of product, the Inspection
sticker shall be affixed to the principal
panel or panels. The inspection sticker
shall not be used without the approval
of the Director of Division and shall be
affixed to the label under the supervision
of a Division employee.

(f) Meat and meat food products
packaged in consumer size impervious
film containers which are usually dis-
played in sclf service refrigerated coun-
ters shall have a statement such as “Keep
Refrigerated” prominently displayed on
the principal display panel of the label.

8173 Labels to conform with defini-
tions and standards of identity. When
fnspected and passed products are la-
beled with the names of, or are repre-
sented as, articles for which definitions
and standards of {dentity have been pre-
seribed under Part 28 of this subchapter,
the labels shall conform to such defini-
tions and standards,

£ 174 Labels {o be approved by Di-
rector of Division. (a) Except as pro-
vided in paragraph (d) of this section no
label shall be uzed on any product until it
has been approved in its final form by the
Director of Division. For the conven-
ience of the establishment sketches or
proofs of new labels may be submitted
in triplicate through the inspector in
charge to the Division for approval and
the preparation of finished labels de-
ferred untll such approval is obtained.
All finished labels shall be submitted In
quadruplicate through the inspector in
charge to the Division for approval.

(b) In case of lithographed Ilabels,
paper take-offs in lieu of sections of the
metal containers shall be submitted for
approval. Such paper take-offs shall not
be in the form of a negative but shall be
a complete reproduction of the iabel a3
it will appear on the package, including
any color scheme involved. In case of
fiber containers, printed layers, such as
the kraft paper sheet, shall be submitted
for approval in lleu of the complete con-

(c) 'Inserts. tags, liners, pasters, and
like devices containing printed or graphic
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matiter and for use on, or to be placed
within, containers and coverings of
product shall be submitted for approval
in the same manner as provided for la-
bels in paragraph (a) of this section, ex~
cept that Inspectors in charge may per-
mit use of such devices which contain no
reference to product and bear no mis-
leading feature,

() Stenclls, labels, box dles, and
brands may be used on shipping contain-
ors and on such immediate containers as
tierces, barrels, drums, boxes, erates, and
large-size fiberboard containers provided
the markings are applicable to the
product, are not false or deceptive, and
are used with the approval of the inspec-
tor in charge. The Inspection legend
for use in combination with such mark-
ings shall be approved by the Director of
Division whether the legend is applied
in the form illustrated in § 17.2 or by
means of & domestic meat label,

§ 176 Inspector in charge to permit
certain modificalions of approved labels.
The inspector in charge may permit the
use of approved labels or other markings
modified as follows provided the labeling
or marking as modified Is s0 used as not
to be false or deceptive:

(a) When all features of the label or
marking are proportionately enlarged
and the color scheme remains the same.

(b) When changes are made in the
figures denoting the quantity of contents
or when there is substitution of such ab-
breviations as “1b.” for “pound”, “oz.” for
*ounce", or the word “pound” or “ounce”
is substituted for the abbreviation,

(c) When a master or stock label is
approved from which the name and ad-
dress of the distributor are omitted and
such name and address are applied be-
fore being used. The words *‘prepared
for” or similar statement must be shown
together with the blank space reserved
for the insertion of the name and address
when such labels are offered for approval.

(d) When, during Christmas and
other holiday seasons, wrappers or other
covers bearing floral or folinge designs
or illustrations of rabbits, chicks, fire-
works, of™other emblematic holiday de-
signs are used with approved labels or
markings. The use of such designs will
not make necessary the application of
labeling not otherwise required.

(@) When there Is a slight change in
arrangement of directions pertalning to
the opening of cans or the serving of the
product,

(f) When there {s a change in the
order of predominance of the ingredients
on the label corresponding with a change
in the formuls used to prepare the prod-
uct: Provided, That no new ingredients
are added and none are omitted, Noth-
ing in this paragraph shall be construed
to modify any requirement of these reg-
ulations which provides either minimum
or maximum limits for the use of certain
Inpredients.

£ 17.6 Approved labels to be used only
on products to which they are applicable,
Labels shall be used only on products for
which they are approved. They shall not
be applied to any product the container
or covering of which bears any statement
that is false or misleading or is so made,
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formed, or filled as to be deceptive or
misleading.

§ 17.7 Product for foreign commerce;
printing labels in foreign language per=-
missible. Labels to be affixed to packages
of product for foreign commmerce may be
printed in a foreign language and may
show the statement of the quantity of
contents in accordance with the usage
of the country to which exported. De-
viations from the form of labeling re-
quired under Parts 1 through 29 of this
subchapter may be approved by the Di-
rector of Division: Provided, (a) That
the proposed labeling accords to the
specifications of the foreign purchaser,
(b) That it is not in conflict with the
laws of the country to which it is in-
tended for export, and (¢) That the out-
side of the shipping package is labeled
to show that it is intended for export;
but if such product is sold or offered for
sale in domestic commerce all the re-
quirements of Parts 1 through 29 of this
subchapter apply. The inspection legend
and the establishment number shall in
all cases appear in English but, In addi-
tion, may appear literally translated in
a forcign language.

£178 Falze or deceptive labeling and
practices. (a) No product, and no con-
tainer thereof, shall be labeled with any
false or deceptive name, but established
trade names which are usual to such
articles and are not false or deceptive
and which have been approved by the
Director of Division may be used.

(b) A label for product which is in
Imitation of another food shall bear the
word “imitation” immediately preceding
the name of the food imitated and in the
same size and style of lettering as in that
name and immediately thereafter the
word “ingredients” and the names of
the Ingredients arranged in the order of
their predominance,

(¢) No statement, word, plcture, de-
sign, or device which conveys any false
impression or gives any false indication
of origin or quality shall appear on any
label. For example:

(1) Terms having geographical signif-
feance with reference to a locality other
than that in which the product is pre-
pared may appear on the label only when
qualified by the word “style,” “type,” or
“brand,” as the case may be, in the same
size and style of lettering as in the geo-
graphical term, and accompanied with a
prominent qualifying statement Identi-
fying the country, State, Territory, of
locality in which the product is prepared,
using terms appropriate to effect the
qualification. When the word “style” or
“type” is used, there must be a recog-
nized style or type of product identified
with and pecullar to the locality repre-
sented by the geographical term and the
product must possess the characteristics
of such style or type, and the word
“brand” shall not be used in such a way
as to be false or deceptive: Provided, That
& geographical term which has come into
general usage as a trade name and which
has been approved by the Director of Di-
vision as being a generic term may be
used without the qualifications provided
for in this paragraph. The terms
“frankfurter,” “vienna,” “bologna,” “leb-
anon bologna,"” “braunschweiger,” “thu-

ringer,” “genoca,” “leona,” “berliner”
“holstein,” “goteborg,” “milan,” “polish,”
and, their modifications, as applied to
sausages, the terms “brunswick” and
“irish" as applied to stews, and the term
“boston™ as applied to pork shoulder
butts, need not be accompanied with the
word “style,” “type,” or “brand” or a
statement identifying the locality in
which the product is prepared,

(2) Such terms as “farm", “country”,
and the like shall not be used on labels
in connection with products unless such
products are actually prepared on the
farm or In the country: Provided, That
if the product is prepared in the same
way as on the farm or in the country
these terms, if qualified by the word
“style” in the same size and style of
lettering, may be used: Provided further,
That the term “farm" may be used as
part of & brand designation when guali-
fied by the word "brand” in the same
size and style of lettering, and followed
with a statement identifying the locality
in which the product is prepared. Sau-
sage containing cereal shall not be la-
beled “farm style” or “country style”,
and lard not rendered In an open kettle
shall not be designated as “farm style”
or “country style”,

(3) The requirement that the label
shall contain the name and place of busi-
ness of the manufacturer, packer, or
distributor shall not be considered to re-
lieve any establishment from the re-
quirement that its label shall not be
misleading in any partioular,

(4) The term “spring lamb” or “gen-
uine spring lamb™ is applicable only to
carcasses of new-crop lambs slaughtered
during the period beginning in March
and terminating not beyond the close of
the week containing the first Monday in
October.

(5) Coverings shall not be of such
color, design, or kind as to be mislead-
ing or deceptive with respect to color,
quality, or kind of product to which they
are applied. For example, transparent
or semitransparent coverings for such
articles as sliced bacon or pork sausage
shall not bear lines or other designs of
red or other color which glve a false
impression of leanness of the product.

(6) The word “fresh" shall not be used
on labels to designate product which
contains any sodium nitrate, sodium
nitrite, potassium nitrate, or potassium
nitrite, or which has been saited for
preservation,

(7) The words “spice”, “spices"”, and
“spiced”, without qualification, shall not
be used unless they refer to genuine
natural spices,

(8) As used on labels of meat or prod-
uct, the term “gelatin® shall mean (D
the jelly prepared in official establish-
ments by cooking pork skins, tendons, or
connective tissue from inspected and
passed product, and (i) dry commercial
gelatin or the jelly resulting from its use.

(9) Product tother than canned prod-
uct) labeled with the term “loaf” as its
name or part of its name shall be pre-
pared in loaf form.

(10) The term “baked” shall apply only
to the product which has been cooked by
the direct action of dry heat and for &
sufficient time to permit the product to
assume the characteristics of a baked
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article, such as the formation of a brown
crust on the surtace, rendering out of
surface fat, and the caramelization of
the sugar if applied. Baked loaves shall
be heated to a temperature of at least
160* ¥, and baked pork cuts shall be
heated to an internal temperature of at
jeast 170*F.

(11) When product such as loaves Is

browned by dipping in hot edible oil or
by a flame, its label shall state such
fact, the words “Browned in Hot Cotton-
seed Of1” or “Browned by s Flame"”, as the
case may be, appearing as part of the
name of product.

(12) The term “meat” and the names
of particular kinds of meat, such as beef,
veal, mutton, lamb, and pork, shall not
be used In such manner as to be mislead-
ing or deceptive.

(13) The word “ham”, without any
prefix indicating the species of animal
from which derived, shall be used on
labels only in connection with pork hams.
Ham shanks as such or ham shank meat
as such or the trimmings aceruing in the
trimming and shaping of hams shall not
be labeled “ham" or “ham meat” without
qualification. When used in connection
with a chopped product the term “ham"
or “ham meat” shall not include the skin.

(14) The terms “shankless" and “hock-
less™ shall apply only to hams and pork
shoulders from which the shank or hock
has been completely removed, thus elimi-
nating the entire tibia and fibula, or
radius and ulna, respectively, together
with the overlying muscle, skin, and
other tissue,

(15) Such terms as ‘‘meat extraoct” or
“extract of beef” without qualification
ghall not be used on labels in connection
with products prepared from organs or
parts of the carcass other than fresh
meat, Extracts prepared from any parts
of the carcass other than fresh meat
ghall not be labeled “meat extract” but
may be properly labeled with the true
name of the parts from which prepared.
In the case of extract in fluld form, the
word “fluld” shall also appear on the
label, as, for example, “fluid extract of
beef”. Meat extract shall contain not
more than 25 percent of mofsture. Fluid
extract of meat shall contain not more
than 50 percent of moisture.

(16) When cereal, vegetable starch,
starchy vegetable dour, soya flour, dried
milk, or non-fat drymilk is added to sau-
sage within the limits preseribed under
Part 18 of this subchapter, therg shall
appear on the label in a prominent man-
ner, contiguous to the name of the prod-
uct the name of each such added in-
Sredwnt, as, for example, “cerenl added”,

with cereal”, “potato flour added”, “'ce-
real and potato flour added”, “soya flour
added", “non-fat drymilk added”, “cereal
and non-fat drymilk added”, as the case
may be,

(17) When any product is enclosed in
& container along with a packing sub-
stance such as brine, vinegar, or agar
ielly, a declaration of the packing sub-
stance shall be printed prominently on
the label in connection with the name of
Product, as for example, “frankfurts
Packed in brine,” “lamb tongue packed
In vinegar," or “beef tongue packed in
Agar jelly,” as the case may be: The
statement of the quantity of contents
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shall represent the weight of the drained
product when removed from the con-
tainer to the exclusion of the packing
substance. The packing substance shall
not be used in such a manner as will re-
sult in the container being so filled as to
be misleading.

(18) The term “lard” is applicable
only to the fat rendered from fresh,
clean, sound, fatty tissues from hogs in
good health at the time of slaughter
with or without lard stearin or hydro-
genated lard. The tissues do not include
bones, detached skin, head skin, ears,
tails, organs, windpipes, large blood ves-
sels, scrap fat, skimmings, settlings,
pressings, and the like, and are reason-
ably free from musecle tissue and blood.

(19) The term “leaf lard” is applicable
only tolard prepared from fresh leaf fat,

(20) The term “rendered pork fat" is
applicable to the fat other than lard,
rendered f{rom clean, sound carcasses,
parts of carcasses, or edible organs from
hogs in good health at the time of
glaughter, except that stomachs, bones

.from the head, and bones from cured or

cooked pork are not included. The tis-
sues rendered are usually fresh, but may
be cured, cooked, or otherwise prepared
and may contain some meat food prod-
ucts. Rendered pork fat may be hard-
ened by the use of lard stearin and/or
hydrogenated lard and/or rendered pork
fat stearin and/or hydrogenated ren-
dered pork fat, °

(21) When lard or hardened lard is
mixed with rendered pork fat or hard-
ened rendered pork fat, the mixture shall
be designated as “rendered pork fat” or
“hardened rendered pork fat”, as the
case may be.

(22) Ofl, stearin, or stock obtained
from beef or mutton fats rendered at a
temperature above 170" F. shall not be
designated as “oleo oil”, “oleo stearin”,
or "oleo stock™, respectively.

(23) When not more than 20 percent
of beef fat, mutton fat, oleo stearin, veg-
etable stearin, or hardened vegetable fat
is mixed with lard or with rendered pork
fat, there shall appear on the label, con-
tiguous to and in the same size and style
of lettering as the name of product, the
words “beef fat added”, “mutton fat
added™, “oleo stearin added”, “vegetable
stearin added”, or “hardened vegetable
fat added”, as the case may be.

(24) The designation “vegetable fat”
is applicable to vegetable oil, vegetabla
stearin, or a combination of such oil and
stearin, whereas the designations “vege-
table ofl” and “vegetable stearin™ shall
be applicable only to the oil and the
stearin, respectively.

(25) No rendered edible animal fat or
mixture of fats containing rendered
edible animal fat shall contain added
water, except that puff pastry shortening
may contain not more than 10 percent of
water, and oleomargarine may contain
water within the limits prescribed under
Part 28 of this subchapter.

(26) Containers of edible rendered an-
fmal fats and mixtures of edible fats
containing animal fats shall, before or
immediately after filling, be .legibly
marked with the true name of the

product.
(27) Product 1labeled *“Chilfi Con
Carne” shall contain not less than 40
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percent of meat computed on the weight
of the fresh meat. Head meat, cheek
meat, and heart meat exclusive of the
heart cap may be used to the extent of
25 percent of the meat ingredient under
specific declaration on the label. The
mixture may contain not more than 8
percent, Individually or collectively, of
cereal, vegetable starch, starchy vege-
table flour, soya flour, dried milk or non-
fat dry milk,

(28) Product labeled *Chill Con Carne
With Beans” shall contain not less than
25% of meat computed on the weight of
the fresh meat, Head meat, cheek meat,
and heart meat exclusive of the heart cap
may be used to the extent of 25% of the
meat ingredient under specific declara-
tion on the label.

(29) Product labeled “hash” shall con-
tain not less than 35 percent of mcat
computed on the weight of the cooked
and trimmed meat, The weight of the
cooked meat used in this calculation
shall not exceed 70 percent of the weight
of the uncooked fresh meat.

(30) Products labeled as meat stews,
for example, “beef stew", “lamb stew",
and the like, shall contain not less than
25 percent of meat computed on the
weight of the fresh meat,

(31) Product labeled “Tamales™ shall
be prepared with at least 25 percent meat
computed on the weight of the uncooked
fresh meat in relation to all ingredients
of the tamales, When tamales are
packed in sauce or gravy, the name of
the product shall include a prominent
reference to the sauce or gravy, for ex-
ample “Tamales With Sauce” or “Ta-
males With Gravy.” Product labeled
“Tamales With Sauce” or “Tamales With
Gravy” shall contain not less than 20
percent meat, computed on the welght of
the uncooked fresh meat in relation to
the total ingredients making up the
tamnales and sauce or the tamales and
Bravy.

(32) Spaghetti with meat balls and
sauce, spaghetti with meat and sauce;
and similar product, shall contain not
less than 12 percent of meat computed
on the weight of the fresh meat. The
presence of the sauce or gravy constitu-
ent shall be declared prominently on the
1abel as part of the name of the product,
Meat balls may be prepared with not
more than 12 percent, singly or collec=
tively, of farinaceouns malerial, soya
flour, non-fat dry milk, and the like.

(33) Spaghetti sauce with meat shall
contain not less than 6 percent of meat
computed on the weight of the fresh
meat.

(34) Scrapple shall contain not less
than 40 percent of meat and/or meat by-
products computed on the basis of the
fresh weight, exclusive of bone. The
meal or flour used may be derived from
grain and/or soybeans.

(35) Hamburger shall consist of
chopped fresh beef, with or without the
addition of beef fat as such and/or of
seasoning, and shall not contain more
than 30 percent of fat. |

(36) Liver sausage, liver loaf, liver
paste, liver cheese, liver pudding, liver
spread, and the like shall contain not
less than 309 of liver computed on the
welght of the fresh liver.
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(37) Product labeled “ham spread”
“tongue spread,” and the like, shall con-
taln not less than 50 percent of the meat
ingredient named computed on the
weight of the fresh meat. Other meat
and fat may be used to give the desired
spreading consistency provided it _does
noi detract from the character of the
named spread.

(38) Deviled ham may contain added
ham fat: Provided, That the total fat
content shall not exceed 359% of the fin-
ished product. The molsture content of
deviled ham, deviled tongue, and the like,
shall not exceed that of the fresh unproc-
essed meat,

(39) Potted meat food product and
deviled meat food product shall not
contain cereal, vegetable flour, non-fat
dry milk, or similar substance. The
amount of water added to potted meat
food product and deviled meat food
product shall be limited to that necessary
to replace molsture lost during process-
ing,

(40) Pork sausage and breakfast sau-
sage, whether fresh, smolked, or canned,
shall not be made with product which, in
the aggregate for each lot, contains more
than 50 percent trimmable fat: that is,
fat which can be removed by thorough,
practicable trimming and sorting.

(41) Cooked, cured, or pickled pigs
fect, pigs knuckles, and the like, shall be
labeled to show that the bones remain in
the product, if such is the case. The des-
ignation “semi-boneless” shall not be
used if less than 50 percent of the total
weight of bones has been removed.

(42) Canned product labeled “Corned
Beel" and canned product labeled “Roast
Beef Parbolled and Steam Roasted™ shall
be prepared so that the welght of the fin-
ished product shall not exceed 70 percent
by weight of the fresh beef, plus salt and
flavoring material included in the prod-
uct. Beef check meat and beef head
meat from which the overlying glandular
and connective tissues have been re-
moved, and beef heart meat, exclusive
of the heart cap may be used individually
or collectively to the extent of 5 percent
of the meat Ingredient In the preparation
of canned product labeled “Corned Boef”
and canned product labeled “Roast Beef
Parboiled and Steam Roasted”. When
beef cheek meat, beef head meat, and
beef heart meat are used in the prepara-
tion of these products, thelr presence
shall be reflected in the statement of
ingredients as required by this part,

(43) When monoglycerides and diglye-
erides are added to rendered animal fat
or i combination of such fat and vege-
table fat, there shall appear on the label
in a prominent manner and contiguous
to the name of the product a statement
such as "“"With Monoglycerides and Di-
glycerides”, “Monoglycerides and Diglyc-
erldes Added”, “With Diglycerides and
Monoglycerides” or “Diglycerides and
Jt::onoglyccrldm Added"” as the case may

(44) Canned product labeled “Tripe
With Milk" shall be prepared so that
the finished canned article, exclusive of
the cocked-out juices and milk, will
contaln at least 65 percent tripe. The
product shall be prepared with not less
than 10 percent milk,
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(45) Product labeled “Beans With
Frankfurters in Sauce,” “Sauerkraut
With Wieners and Juice,” and the like,
shall contain not less than 20 percent
frankfurters or wieners computed on
the welght of the smoked and cooked
sausage prior to its inclusion with the
beans or sauerkraut.

(46) Product labeled “Lima Beans
With Ham in Sauce,” “Beans With Ham
in Sauce,” “Beans With Bacon in Sauce,”
and the like, shall contain not less than
12 percent ham or bacon computed on
the weight of the smoked ham or bacon
prior to its inclusion with the beans and
sauce.

(47) Product labeled “Chow Mein
Vegetables With Meat” and “Chop Suey
Vegetables With Meat” shall contain not
legs than 12 percent meat computed on
the weight of the uncooked fresh meat
prior to its inclusion with the other
ingredients,

(48) Products labeled “Pork With
Barbecue Sauce” and *“Beef With Barbe-
cue Sauce” shall contain not less thap
50 percent meat computed on the weight
of the cooked and trimmed meat. The
weight of the cooked meat used in this
calculation shall not exceed 70 percent
of the uncooked weight of the meat, If
uncooked meat is used in formulating
the products, they shall contain at least
72 percent meat computed on the weight
of the fresh uncooked meat. When ce-
real, vegetable flour, non-fat dry milk or
similar substances are used {n preparing
the products, such fact shall be promi-
nently stated as a part of the name of
the product,

(49) The weight of smoked products
such as hams, pork shoulders, pork
shoulder picnics, pork shoulder butts,
beef tongues, and the like, except hams,
pork shoulder picnics, and similar prod-
ucts prepared for canning shall not ex-
ceed the welght of the fresh uncured
article. Hams, pork shoulder picnics,
and similar products prepared for can-
ning shall be prepared to conform to the
limitations provided in § 18.7 (n) of this
subchapter in the case of ham for
canning.

(60) The terms “Animal Fat” and
“Meat Fat” may be used synonymously
to identify rendered fats obtained from
cattle, sheep, swine, or goats in the name
of product and ingredient statement for
such meat food products as shortening
and uncolored oleomargarine. The
terms “Animal Fat” or “Meat Fat” shall
not be used to identify such well known
single commodities as lard, rendered
pork fat, oleo oil, oleo stearin, oleo stock
and the like when prepared and paclked
&8 such.

(51) “Beef with Gravy" and “Gravy
with Beef” shall not be made with beef
which, in the aggregate for each lot con-
tains more than 30 percent trimmable
fat, that is, fat which can be removed by
:.ggrouah practical trimming and sort-

(52) The application of euring solu-
tion to beef briskets shall not result in an
increase in the weight of the finished
cured product of more than 20 percent
over the weight of the fresh uncured
briskets. The application of curing solu-
tion to other beef cuts, such as navels,
olods, middle ribs, rumps and the like,

which are intended for bulk corned beef
shall not result in an increase in the
weight of the finished cured product of
more than 10 percent over the weight of
the fresh uncured meat.

(53) Colored oleomargarine or colored
margarine packed for refail sale shall
be in containers not exceeding one-
pound capacity.

() The word “oleomargarine” or
“margarine” shall appear on each prin-
cipal display panel of the container in
type or lettering at least as large and in
at least the same prominence as any
other type or lettering appearing on such
container,

(11) ‘A full and accurate statement of
all the ingredients contained in such
oleomargarine or margarine shall be
prominently and informatively displayed
contiguous to the word “oleomargarine”
or “margarine” wherever such word is
featured on the container., The ingredi-
ents shall be shown by their common or
usual name and be arranged in the order
of their predominance. Collective terms
such as “animal fat” and “vegetable fat"”
shall not be used but the specific fat,
oll or stearin shall be shown.

(iif) Each part of the contents of the
container shall be enclosed in a wrapper
bearing the word “oleomargarine" or
“margarine” In type or lettering not
smaller than 20-point type,

(v) Wrapped quarter pound sticks or
similar units of such oleomargarine or
margarine packaged together in a con-
tainer may constitute units for retail
sale and they shall be individually
wrapped and labeled in aceordance with
subdivisions (), (1), and (i) of this
subparagraph.

(54) The preparation of cooked cured
product such as hams, pork shoulders,
pork shoulder pienics, pork shoulder
butts, and pork loins, either by moist or
dry heat, shall not result in the finished
cooked article weighing more than the
fresh uncured product; that is, the
weight of the finished cooked article plus
the weight of the skin, bones, fat, and
trimmings removed during the prepara-
tion shall not exceed the weight of the
fresh uncured product,

(55) Product labeled “Pressed Ham,”
and “Pressed Ham With Natural Juices,”
may contain finely chopped ham shank
meat to the extent of 25 percent over
that normally present in the boneless
ham. The weight of the cured chopped
ham prior to processing shall not exceed
the weight of the fresh uncured ham,
exclusive of the bones and fat removed
in the boning operations, plus the weight
of the curing ingredients and 8 percent
moisture.

(56) When approved proteolytic en-
zymes are used on steaks or other meat
cuts which are frozen or cooked within
the official establishment where they are
produced, there shall appear on the la-
bels of the frozen or coocked cuts, con-
tiguous to the name of the products, 2
prominent descriptive statement such as
“Dipped in a Solution of Papain,” to
indicate the use of such enzymes.

(d) When a statement of quantity of
contents is shown on a label it shall not
be false or deceptive, Except as provided
in §17.7, it shall meet the following re-
quirements. It shall represent in terms
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of avoirdupols weight or liquid measure
the quantity of product in the package
exclusive of materials packed with it,
When no general consumer usage to the
contrary exists, the statement shall be in
terms of liquid measure, if the product is
liquid, or in terms of weight if the prod-
uct is solid, semisolid, viscous, or a mix-
ture of solid and liquid. Unless the
statement is so qualified as to show that
1. expresses the minimum gquantity, it
shall be taken to express the actual
quantity. When the statement expresses
the minimum quantity, no variation be-
low the stated minimum shall be per-
mitted, and variations above the stated
minimum shall bé no greater than con-
sistent with filling the container to the
stated minimum in accordance with good
commercial practice. When the state-
ment expresses actual quantity, varia-
tions incident to packaging in accordance
with good commercial practice shall be
allowed but the average shall not be less
than the quantity stated.,

$17.9 Labeling product prepared with
artificial coloring, art al flavoring,
antioridants, or preservatives. Product
which bears or contains any artificial
coloring, artificia’ flavoring, antioxi-
dants, or preservatives as permitted un-
der parts 1 through 29 of this subchapter
shall bear labeling stating that fact,

(n) Artificial coloring of edible fats
shall be declared on the label in a prom-
inent manner and contiguous to the
name of the product by the words
“artificially colored".

(b) (1) When product is placed in
casing to which artificial coloring 1s ap-
plied, as permitted under Parts 1
through 29 of this subchapter, there
shall appear on the label, in & prominent
manner and contiguous to the name of
ihe product, the words “artificially
colored.”

(2) If the casing is removed from
product at an official establishment and
there is evidence of the artificial coloring
on the surface of the product, there shall
appear on the label in a prominent man-
ner and contiguous to the name of the
product, the words, “artificially colored.”

(3) When the casing is colored prior
to its use as a covering for product, the
color shall be of a kind and so applied
4s not to be transferable to the product
and not to be misleading or deceptive
with respect to color, quality, or kind of
product enclozed in the casing, and no
lr;-‘f)gence to color neced appear on the

(¢} When any artificinl flavoring is
D)crmmed to be added to product there
shall appear on the label in prominent
letters and contiguous to the name of the
broduct the words “artificially flavored”,
and the ingredient statement shall iden-
Uiy it s an artificial favoring,

(d) When an antioxidant is added to
broduct as permitted under Parts 1
through 29 of this subchapter there shall
Avpear on the label in prominent letters
end contiguous to the name of product,
4 slatement showing that fact and the
Prrpose for which it is added, such as,

oxygen interceptor added to fmprove
stability™, except as otherwise provided
in Part 28 of this subchapter,
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(e) Containers of meat packed in bor-
ax or other preservative for export to
a foreign country which permits the use
of such preservative shall, at the time of
packing, be marked “for export”, fol-
lowed on the next line by the words
“packed in preservative”, or such equiva-
lent statement as may be approved for
this purpose by the Director of Division,
and directly beneath this there shall ap-
pear the word "establishment” or abbre-
viition thereof, followed by the number
of the establishment at which the
product is packed. The complete state-
ment shall be applied in & conspicuous
location and in letters not less than 1
inch in height,

§$17.10 Reuse of inspection marks;
reuse of containers bearing marks of in~
spection, labels, efc.; requiremenis re-
garding. (a) No inspection legend which
has been previously used shali be used
again for the identification of any prod-
uct, except as provided for in paragraph
(b) of this section,

(b) All stencils, marks, labels, or other
devices on previously used containers,
whether relating to any product or other-
wise, shall be removed or obliterated be-
fore such containers are used for any
product, unless such stencils, marks, la-
bels, or devices correctly indicate the
article to be packed therein and such
containers are refilled under the super-
vision of a Division employee.

§17.11 Labeling, filling of containers,
handling of labelcd products to be only
in compliance with regulations. (a) All
labeling of product required to be in-
spected by Division employees shall be In
compliance with the regulations in Parts
1 through 29 of this subchapter,

(b) No person shall apply or affix, or
cause to be applied or aflixed, any label
to any product prepared or received in
an official establishment, or to any con-
tainer thereof, except in compliance with
the regulations in Parts 1 through 29 of
this subchapter.

< (¢) No person shall, In an official es-

tablishment, fill or cause to be filled, in
whole or in part, any container with any
produet required by the regulations in
Parts 1 through 29 of this subchapter to
bear a label, except in compliance with
the regulations in Paris 1 through 29 of
this subchapter.

(d) No person shall remove or cause
to be removed from an officlal estabiish-
ment any product bearing a label unless
such label be in compliance with the
regulations in Parts 1 through 29 of this
subchapter,

£17.12 Relabeling prodyct, require-
ments regarding. When it is claimed by
an official establishment that some of {ts
labeled product which has been trans-
ported to a location other than an officlal
establishment, is in need of relabeling on
account of the labels having become
mutilated or otherwise damaged, the re-
quests for relabeling the product shall
be sent to the Director of Division and
accompanied with a statement of the
reasons therefor. Labeling material in-
tended for relabeling inspected and
passed product shall not be transported
from an official establishment until per«
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mission has been received from the Di-
rector of Division. The relabeling of
inspected and passed product with offi-
cial labels shall be done under the super-
vision of an Inspector of the Division,
The establishment shall reimburse the
Division, in accordance with regulations
of the United States Department of Agri-
culture, for any cost involved In super-
vising the relabeling of such product.

§17.13 Distribution of labels bear-
ing an inspection legend. Labels, wrap-
pers, and cartons bearing an Inspection
legend with or without the establish-
ment number may be transported from
one official establishment to another pro-
vided such shipments are made with the
permission and under the supervision of
the Inspector in charge at the station of
origin, who will notify the inspector in
charge at destination concerning the date
of shipment of the labeling material and
the character and quantity of the ma-
terinls involved. No such material shall
be used at the establishment to which it
is shipped unless it conforms with the
requirements of Parts 1 through 29 of
this subchapter.

§17.14 Rescindment of label approv-
@ls. Once a year, or oftener if neces-
sary, each official establishment should
submit to the Director of Division, in
aquadruplicate, a list of approvals for
labels that have become obsolete, accom-
panied with a statement that such ap-
provals are no longer desired. The
approvals shall be identified by the num-
ber, the date of approval, and the name
of product or other designation showing
the class of materisl.

PART 18—REINSPECTION AND PREPARATION
oF PRrRODUCTS
8ec.
18.1 Relnspection of products; frozen prods
ucts,
Tagging products “U. 8§, retained™ on
reinspection; disposition thereof.
Unsound product bearing inspection
mark found outside of official es-
tablishments,

Product entering official establishe
ment; identification as Inspected
and passed; disposition; shipping

182
183

184

f, in commerce.

185 Designation of places of receipt of
returned products for reinspection.:

Processes 1o be supervised; containgrs,
equipment, processes of munufac-
ture to be clean and sanitary; sube
stances to be clean and wholesome.

Use In preparation of meat food prod-
ucts of chemicals, antioxidants, cole
oring muatter, flavoring, water, ice,
ceronl, vegetable sturch, nonfat dry
milk, ete,

Preservatives and other substances
permitted in produot for export
only; handling: such product not
to be used for domestic food pur-

188

187
188

poses,

Samples of products, water, dyes,
chemicals, eto., to be taken for exe
amination,

18.10 Prescribed treatment of pork and
products containing pork to destroy
trichinae,

18,11 Canning with heat processing and

hermetically sealed containers;

cleaning contalners; closure; code
marking; heat processing; incubae
tion,

189




9958

Sec,

18.12 Preparntion of dog food or simlilar
uninapected article at official eatab-
lishiments; edible products depart-
ment; inedible products depart=
ment; denaturing.

Mixtures contalning product but not
amenable to Meat Inspection Act,
Contamination of product by flood

water, eto.; procedure for handiing.
Glands and organs for use in pre-
paring pharmaceutical, organother=
apeutic, or technical products,
Tagging chemicals, preservatives, ce-
roals, spices, ete, “U. S, retained.™
Product for educational uses, laborne-
tory examination; and other pur-
poses,
Avrnonrry: §§ 181 to 1817 issued under
34 Stat. 1264, scc. 306, 46 Stat, 689; 19
V. B, C. 1806, 21 U. 8. C. 89.

§ 18.1 Reinspection of products;
Jrozen products, (a) All products,
whether fresh, cured, or otherwise pre-
pared, even though previously inspected
and passed, shall be reinspected by Divi-
sion employees as often as may be neces-
sary in order to ascertain whether they
are sound, healthful, wholesome, and fit
for human food at the time they leave
official establishments, If upon rein-
spection any article is found tc have be-,
come unsound, unhealthful, unwhole-,
some, or in any way unfit for human
food, the original mark, stamp, or label
thereon shall be removed or defaced and
the article condemned: Provided, That:

(1) If an article becomes soiled or un-
clean by falling on the floor or in any
other accldental way, it may be cleaned
(including trimming, if necessary) and
presgented for reinspection.

(2) When an article is found to be af-
fected by any unsound or unwholesome
condition designated by the Director of
Division as being capable of rehandling
by approved methods for food purposes,
the official establishment may be per-
mitted to rehandle if necessary steps are
immediately taken in a manner pre-
scribed by him, Included are such condi-
tions as articles found to have absorbed
a foreign odor, to contain mold or sim-
ilar substance, and rendered animal fats
in which there is present tank water in
first stages of sourness. If upon final in-
spection the article is found to be sound

18.13
18.14
18.15

1816
1817

and wholesome it shall be passed for'

human food; otherwise it shall be con-
demned,

(b) Care shall be taken to see that
product is in good condition when placed
in freezers. If there is doubt as to the
soundness of any frozen product, the in-
spector will require the defrosting and
reinspection of a sufficient quantity
thereof to determine its actual condition.

(1) Product, such as pork tenderloins,
brains, sweetbreads, stews, chop suey,
ete,, shall not be packed in hermetically
sealed metal or glass containers, unless
subsequently heat processed or otherwise
treated to preserve the product in a
manner spproved by the Director of
Division.

(2) Frozen product may be defrosted
in water or pickle in a manner and with
the use of facilities which are acceptable
to the Inspector In charge. Before such
product is defrosted, a careful examina-
tion shall be made to determine its con-
ditlon, If necessary, this examination
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shall include defrosting of representative
saiunples by means other than In water or
pickle, .

(c) Attention should be given particu-
larly to the first draw-off from the bot-
toms of tank cars where a tank-water-
sour condition is sometimes found,

§182 Taguing products "U. S. re-
tained” on reinspection; disposition
thereof. A “U. 8. retained” tag shall be
placed by a Division employee at the time
of reinspection on all products or the
containers thereof which are suspected
on reinspection at an official establish-
ment or in the possession of such estab-
lishment of being unsound, unhealthful,
unwholesome, or in any way unfit for
buman food. The employee who aflixes
the tag shall record the tag number and
the kind and amount of the article re-
tained. Such tag shall accompany such
article to the retalning room or other
special place for final inspection, When
the final inspection is made, if the article
is condemned, the original mark, stamp,
or label thereon shall be removed or de-
faced and the inspector shall stamp on
or write across the face of the retained
tag the phrase “U, 8. inspected and con-
demned,” and this tag shall accompany
such article into the tank. The inspec-
tor shall make a complete record of the
transaction and shall report his action
to the inspector in charge. If, however,
upon final Inspection the article {5 passed
for food, the inspector shall remove the
retained tag, record the transaction, and
report his action to the inspector in
charge.

§ 183 Unsound product bearing in-
spection mark found outside of official
establishments. Division employees shall
inform local representatives of the Food
and Drug Administration, or responsible
state or municipal officials, and report to
the Director of Division regarding any
product which bears; or the container of
which bears, the inspection legend, dis-
covered by them outside of official estab-
lishments, and which is unsound, un-
healthful, unwholesome, or in any way
unfit for human food.

§ 18.4 Product entering official estab-
lishments; identification as inspected
and passed; disposition, shipping in com-
merce. (a) Except as provided in Part
12 of this subchapter, no product shall
be brought into an official establishment
unless it has been previously inspected
and passed by a Division employee, nor
unless it can be identified by marks, seals,
brands, or labels as having been so in-
spected and passed, nor, except as pro-
vided in Part 27 of this subchapter, if
it has been proceszed elsewhefe than in
an official establishment. All products
brought into an official establishment in
compliance with the regulations in Parts
1 through 29 of this subchapter shall be
identified and reinspected at the time of
receipt, and be subjected to further rein-
spection In such manner and at such
times as may be deemed necessary. If
upon such reinspection any article is
found to be unsound, unhealthful, un-
wholesome, or otherwise unfit for hu-
man food, the original mark, stamp, or
label shall be removed or defaced and the
article condemned. )

(b)Y Any product which has been in-
spected and passed under the regulations
in Parts 1 through 29 of this subchapter
and which bears the Inspection legend
may be shipped In interstate or foreign
commerce, provided it is sound, health-
ful, wholesome, and fit for human food
and has not been processed, reprocessed,
or changed elsewhere than in an official
establishment in any manner so as to
alter the character of the product,

§ 18.5 Designation of places of receipl
of returned products for reinspection,
Every officlal establishment shall desig-
nate, with the approval of the inspector
in charge, a dock or place at which re-
turned produets shall be received; and
such products shall be received only at
such dock or place and shall be inspected
there by a Division employee before fur-
ther entering the establishment,

$18.6 Processes to be supervised; con-
tainers, equipment, processes of man-
ufacture to be clean and sanitary; sub-
stances to be clean and wholesome, (a)
All processes used in curing, pickling,
rendering, canning, or otherwise pre-
paring any product in official establish-
ments shall be supervized by Division
employees. No fixtures or appliances,
such as tables, trucks, trays, tanks, vats,
machines, implements, cans, or con-
tainers of any kind, shall be used unless
they are of such materials and con-
struction as will not contaminate the
product and are clean and sanitary. All
steps in the processes of manufacture
shall be conducted carefully and with
strict cleanliness in rooms or compart-
ments separate from those used for in-
edible products.

(1) All containers which are intended
to be hermetically sealed shall be
washed as required under §18.11 im-
mediately before filling, except that the
hermetically sealed cans in which lard
is shipped may be examined iImmediately
before being filled and if found to be ac-
ceptably clean, need not be washed.

(2) Pumps, pipes, conductors, and
fittings used to conduct miik, skim milk,
cream, or mixtures of these in the man-
ufacture of oleomargarine shall be of
sanitary construction, with smooth
inner and outer surfaces of noncorrosive
material or conted with nickel, tin, or
other approved material, readily de-
mountable for cleaning, and shall be kept
clean and sanitary.

(3) Equipment may be used inter-
changeably for the preparation of lard
and rendered pork fat which are to be
labeled as such. The Director of Divi-
sion may grant permission for the re-
stricted dual use of such equipment for
the preparation of other products. The
pipes and equipment used for edible fats
shall be so arranged that the identity
of the product will be maintained until
the product is properly labeled.

(4) The only animal casings that may
be used as containers of product are
those from cattle, sheep, swine, or goals.

(5) Casings for products shall be care-
fully Inspected by Division employees.
Only those casings which have been
carefully washed and thoroughly flushed
with clean water immediately before
stuffing, are suitable for containers, are
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clean, and are passed on such inspection
ghall be used, except that preflushed an-
{mal casings packed in salt or salt and
glycerine solution or other approved me-
dium may be used without additional
flushing provided they are found to be
clean and otherwise acceptable and are
thoroughly rinsed before use. .

(6) Beef rounds, beef bungs, beef mid-
dles, beef bladders, calf rounds, hog
pbungs, hog middles, and hog stomachs
which are to be used as containers of
meat food product shall be presented
for inspection turned with the fat sur-
face

7y Portions of casings which show
infestation with Oesophagostomum or
other nodule-producing parasite, and
weasands infested with the larvae of
Hypoderma lineatum, shall be rejected,
except that when the Infestation is slight
and the nodules and larvae are removed,
the casing or weasand may be passed,

(8) The fermenting of intestines is
not permitted in official establishments.
The stripping and sliming of intestines
shall be performed in a clean manner.

(9) Hog and sheep casings intended
for use as containers of product may be
treated by soaking in or applying thereto
sound, fresh pineapple juice or a sound
solution containing fresh pineapple juice
or papain or bromelin or pancreatic ex-
tract to permit the enzymes contained in
these substances to act on the casings to
make them less resistant. The casings
shall be handled in a clean and sanitary
manner throughout and the treatment
shall be followed by washing and fiush-
ing the casings with water sufficiently to
effectively remove the substance used
and terminate the enzymatic action,

(b) All substances and Ingredients
used In the manufacture or preparation
of any product shall be clean, sound,
healthful, wholesome, and otherwise fit
for human food.

(1) On account of the invariable pres-
ence of bone splinters, detached spinal
cords shall not be used in the prepara-
tion of edible product other than for
rendering where they constitute a suita~
ble raw material.

(2) Care shall be taken to remove bones
and parts of bones from product which is
intended for chopping.

(3) Heads for use in the preparation
of meat food products shall be split and
the bodies-of the teeth, the turbinated
and ethmoid bones, ear tubes, and horn
butts removed, and the heads then thor-
oughly cleaned.

(4) Kidneys for use in the preparation
of meat food products shall first be freely
sectioned and then thoroughly soaked
and washed., All detached kidneys, in-
cluding beef kidneys detached with kid-
ney fat, shall be inspected before being
;;igrtlltm or shipped from the establish-

(5) Testicles if handled as an edible
broduct may be shipped from the estab-
lishment as such, but they shall not be
used as an ingredient of a meat food
Product,

(6) Cattle paunches and hog stom-
achs for use in the preparation of meat
food products shall be thoroughly cleaned
gn all surfaces and parts immediately
after being emptied of their contents,
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which shall follow promptly their re-
moval from the carcasses.

(7) Tonsils shall be removed and shall
not be used as ingredients of meat food
products,

(8) Hog blood shall not be used as.an
ingredient of meat food product. No
blood which comes in contact with the
surface of the body of an animal or is
otherwise contaminated shall be col-
lected for food purposes. Only blood
from animals the carcasses of which are
inspected and passed may be used for
meat food products. The defibrination
of blood intended for food purposes shall
not be performed with the hands.

(9) No prohibited dye, chemical, pre-
servative, or other substance shall be
brought into or kept in an official es-
tablishment for use as an ingredient of
human food or animal feed.

(10) Intestines shall not be used as
ingredients of meat food products.

(11) Clotted blood shall be removed
from hog hearts before they are shipped
from the establishment or used in the
preparation of a meat food product,

§ 18.7 Use in preparation of meat food
products of chemicals, antioridants, col-
oring matter, flavoring, water, {ce, cereal,
vegetdble starch, nonjat dry milk, ete,
(&) No product shall contain any sub-
stance which impairs its wholesomeness
or which is not approved by the Directof
of Division.

(b) There may be added to product,
with appropriate declaration as required
under Parts 16 and 17 of this subchapter,
common salt, approved sugars (sucrose
(cane or beet sugar), maple sugar, dex-
trose, invert sugar, honey, corn syrup
solids, corn syrup and glucose syrup),
wood smoke, vinegar, flavorings, spices,
sodium nitrate, sodium nitrite, potas-
sium nitrate (saltpetre) and potassium
nitrite.

(¢) Monoglycerides and diglycerides
may be added to rendered animal fat or a
combination of such fat and vegetable
fat with appropriate declaration as re-
quired in Part 17 of this subchapter.

(d) With appropriate declaration, as
provided in Part 17 of this subchapter,
the following antioxidants may be added,
in the amounts indicated, to rendered
animal fat or a combination of such fat
and vegetable fat:

(1) Resin guaiac not to exceed Yy of
1 percent; or

(2) Nordihydrogualaretic acid not to
exceed Yoo of 1 percent; or

(3) Tocopherols not to exceed ¥nn of
1 percent. (A 30-percent concentraticn
of tocopherols in vegetable oils shall be
used when added as an antloxidant to
products designated as “lard” or “ren-
dered pork fat”); or

(4) Lecithin: Provided, That nothing
in this paragraph shall prevent the use
of this substance as an emulsifier as ap-
proved by the Director of Division; or
| (5) Butylated hydroxyanisole (a mix-
ture of 2-tertiary butyl 4-hydroxyanisole
and 3-tertiary butyl 4-hydroxyanisole)
not to exceed Yoo of 1 percent; or

(6) Butylated hydroxytoluene (2,6 di-
tertiary butyl paracresol) (2,6 di-tertiary
butyl 4-methyl phenol) not to exceed
1400 of 1 percent; or
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(7) Propyl gallate not to exceed ijpo
of 1 percent; or :

(8) Combinations of two or more of
the antfoxidants listed In subparagraphs
(2), (6), (8) and (7 of this paragraph
not to exceed ¥ of 1 percent; or

(9) Citrie acid and/or phosphoric acid
and/or monoisopropyl citrate not to ex-
ceed Yoo of 1 percent, either alone or in
combination with the antioxidants listed
in subparagraphs (2), (§), (6), (T), or
(8) of this paragraph.

(e) To facilitate chopping and/or to
dissolve the usual curing ingredients,
water or ice may be used In the prepara-
tion of luncheon meat and meat loaf;
however, the total amount of water used
shall not exceed 3 percent of the ingre-
dients going into the preparation of the
product and its presence shall be de-
clared as required under Parts 16 and 17
of this subchapter.

(f) Except =as otherwlse provided,
sausage shall be prepared with meat,
or meat and meat byproduct, seasoned
with condimental proportions of condi-
mental substances.

(g) Under appropriate declaration as
required in Parts 16 and 17 of this sub-
chapter, sausage may contain not more
than 315 percent, individually or collec=
tively, of cereal, vegetable starch,
starchy vegetable flour, soya flour, non-
fat dry milk, or dried milk,

(h) For the purpose of facilitating
chopping and mixing, and under appro-
priate declaration as required under
Parts 16 and 17 of this subchapter,
water or ice may be used In the prepara-
tion of sausage which is not cooked, in
an amount not to exceed 3 percent of
the total ingredients used. Sausage of
the kind which is cooked, such as frank-
furter, vienna, and bologna, may contain
not more than 10 percent of added water
or molisture,

(i) Bicarbonate of soda, caustic soda,
sodium carbonate, dintomaceous earth,
fuller's earth, carbon, acetic acid, tan-
nic acid, agents used exclusively as cata-
Iyzers such as nickel preparations, and
such other substances as may be ap-
proved by the Director of Division, may
be used in the preparation of rendered
fats: Provided, That they are eliminated
during the process of manufacturing,

(§) Caustic soda, sodium carbonate
(soda ash or sal soda), trisodium phos-
phate, or sodium metasilicate, or a com=-
bination of these substances, or lime,
or a combination of lime and sodium car-
bonate, and/or a solution of hydrogen
peroxide, may be used in the prepara-
tion of tripe: Provided, That immedi-
ately following the treatment the tripe
is thoroughly washed with clear water
and the added substances removed.

(k) The use of sodium nitrite, potas-
sium nitrite, sodium nitrate or potas-
sium nitrate, or combinatlon of nitrite
and nitrate, shall not result in the pres-
ence of more than 200 parts per million
of nitrite in the finished product. Sup=-
plies of sodium nitrite and potassivm
nitrite and mixtures containing them
must be kept securely under the care of
a responsible employee of the establish-
ment, The specific nitrite content of
such supplies must be known and clearly
marked accordingly., The maximum
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amounts of sodium nitrite and /or potas-
sium nitrite which may be used are as
follows:

(1) 2 pounds in 100 gallons of pickle.

(2) 1 ounce for each 100 pounds of
mest in dry salt, dry cure, or box cure.

(3) 5 ounce in 100 pounds of chopped
ment and/or meat byproduots,

(1) Harmless synthetic flavoring may
bte added to products fo which they are
approved by the Director of Division, and
declared as "artificial flavoring™, as re-
quired under Parts 16 and 17 of this
subchapter.

{m) Coloring matter and dyes which
are approved by the Direclor of Division
when declared as required under Parts
16 and 17 of this subchapter may be
mixed with rendered fats, applied to ani-
mal and artificial casings, and applied to
such casings enclosing product: Pros
vided, That there is no penetration of
the coloring matter or dye into the prod-
uct: And provided further, That when
coloring matter or dyes are added to
meat fat shortening containing artificial
flavoring, the product shall be packed in
conventional, round, shortening con-
tainers having a capacity no greater than
3 1bs. The presence of a viaible ring of
dyed product appearing around the
periphery of the cut surface is evidence
of penctration. The following coloring
matters and dyes are acceptable:

(1) The natural coloring matters al-
kanet, annatto, carotene, cochineal,
green chlorophyl, saffron, and tumeric.

(2) Coal-tar dyes as follows, subject
also to certification by the manufacturer
and the furnishing of authoritative evi-
dence to the Inspector in charge that
the dyes have been certified under the
Federal Food, Drug, and Cosmetic Act
for use in connection with foods:

Name Former name
FD&C Blue No. 1. ... Brilllant Biue FCF
FD&C Blue No. 2. .. Indigotine
FD&C Green No, 1.... Guinen Green B
FD&C Green No, 2.... Light Green S§¢

Yellowizh
FD&C Green No. 3.... Fast Green FCF
FD&C Orange No, 1... Orange 1
FD&C Orauge No. 2... Orange 88
FD&C Red No, 1. Poneceau 3R
FDEC Red No. 2. o Amaranth
FD&C Red No. 3...... Erythrosine
FD&CO Red No. 4o e Ponceau 8X
FD&C Red No, 82...... Oil Red XO

FD&C Yellow No. 1...

Naphthol YellowsS |
FD&C Yellow No. 2...

Napthol Yollow S—
Potassium Salt

FD&C Yellow No. 3... Yellow AR
FD&C Yellow No. 4. Yellow OB
FD&C Yellow No, ... Tartrazine
FD&C Yellow No, 6... Sunset Yellow FCP

(3) Mixture of two or more dyes men-
tioned in subparagraphs (1) and (2), of
this paragraph, or a mixture of one or
more of the dyes with harmless inert
materials, such as common salt or sugar,

(n) The preparation of 8 ham for
canning shall not result in an in-
crease in weight of more than 8%
over the weight of the fresh uncured
ham; that is, the weight of the boneless
cured ham at the time of canning, plus
the weight of the skin, bones, fat, and
trimmings removed from the ham, shall
not exceed 1089 of the weight of the
fresh uncured ham.

(0) For the purpose of preventing
coagulation citric acid or sedium citrate
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with or without water, may be added to
fresh beef blood in an amount not to
exceed %9 of 19 of the total mixture,
When water is used to make a solution
of the citric acid or sodium citrate added
to the beef blood, not more thean two
parts of water to one part of citric acid
or sodium citrate shall be used.

(p) Harmless bacterial starters of the
acidophilus type may be used in the
preparation of such kinds of sausage as
thuringer, lebanon bologna, cervelat,
salaml and pork roll in an amount not
to exceed % of 1 percent. When used,
the harmless bacterial starter shall be
fncluded in the list of ingredients in the
order of its predominance as reqtilred by
Parts 16 and 17 of this subchapter.

(q) Corn syrup solids, corn syrup, or
glucose syrup shall not be used indi-
vidually or collectively in an amount ex-
ceeding 2 percent (calculated on a dry
basis) of all of the ingredients used in
preparing such meat food products as
sausage, hamburger, meat loaf, luncheon
meat, chopped ham, or pressed ham.

(r) Disodium phosphate, scdium hex-
ametaphosphate, sodium tripolyphos-
phate, sodium pyrophosphate, and so-
dium acid pyrophosphsate, may be added
to the pumping pickle for cured hams

‘and pork shoulder picnics and may be

used in the preparation of canned
chopped ham, provided such use shall
not result in more than 3 of 1 percent
of added phosphate in the finished prod-
uct and provided that the maximum
amount of such phosphate which may
be so used is as follows:

(1) Pumping pickle shall not contain
more than 5 percent of such phosphate.
When dissclved in pumping pickle, a
small quantity of & erystalline precipitate
material may be formed, Such pickle
shall be filtered or the precipitate al-
lowed to settle so that only the clear
solution is injected into product,

(2) With appropriate declaration as
required under Parts 16 and 17 of this
subchapter, such phosphate may be used
in the preparation of canned chopped
ham in an amount not to exceed 8 ounces
for each 100 pounds of the fresh uncured
comminuted ham.

(s) Ascorbic acid or sodlum ascorbate
may be used in the preparation of cured
pork and beef products and comminuted
meat food products as follows:

(1) Pickle used for pumping, curing,
or packing pork and beef products shall
not contain more than 7% ounces of
ascorbie acid or sodium ascorbate to each
100 gallons of pickle.

(2) With approprinte declaration as
required under Parts 16 and 17 of this
subchapter, ascorbic acld or sodium as-
corbate may be used in the preparation
of cooked, cured, comminuted meat food
products in amounts not to exceed 3%
ounce of ascorblc acid or 7% ounce of
sodium ascorbate for each 100 pounds
fresh meat or meat food product. A so-
lution containing not more than § per-
cent ascorbic acid or sodium ascorbate
in water or brine may be applied to the
outer surface of sliced or unsliced cured
pork and beef products and comminuted
meat food products prior to packaging.
The use of such solution shall not result
in the addition of a significant amount
of moisture to the product,

(t) With appropriate declaration as
required under Parts 16 and 17 of this
subchapter, not more than %o of 1 per-
cent of butylated hydroxyanisole and
Y000 of 1 percent of citric acid may be
used in unsmoked dry sausage which {5
held during preparation in a drying room
for purposes of trichinae treatment for
the periods prescribed in this subchapter.

§ 18,8 Presorvatives and other suyb-
stances permitted in product for export
only; handling; such product not to be
used jor domestic jood purposes. (a)
Preservatives and other substances nct
otherwise permitted in Parts 1 through
29 of this subchapter may be used in the
preparation and packing of product in-
tended for export provided the product
(1) accords to the specifications of the
forelgni purchaser, (2) I8 not in conflict
with the laws of the country to which
it Is Intended for export, and (3) Is
Jabeled on the outside of the shipping
container to show that it is intended for
export, and is otherwise labeled as re-
quired by Parts 1 through 29 of this
subchapter for such export product.

(b) The preparation and packing of
export product as provided for in para-
graph (a) of this section shall be done
in a manner scceptable to the inspector
in charge so that the i{dentity of the ex-
port product is maintained conclusively
and the preparation of domestic product
is adequately protected. The preserva-
tive or other substances not permitted in
domestic product shall be stored in a
room or compartment separate from
areas used to store other supplies and
shall be held under Diyision lock. Use
of the preservative or other substances
shall be under the personal supervision
of a Division employee.

(¢) The packing of all articles under
paragraph (a) of this section shall be
conducted under the personal supervi-
sion of a Division employee,

(d) No article prepared or packed for
export under paragraph (a) shall be sold
or offered for sale for domestic use or
consumption, but unless exported shall
be destroyed for food purposes under
the personal supervision of s Division
employee,

(e) The contents of the container of
any article prepared or packed for export
under paragraph (a) of this section shall
not be removed, in whole or in part, prior
to exportation, except under the super-
vision of a Division employee. If such
contents be removed prior to exportation,
then the article shall be either repacked,
in accordance with the provisions of par-
agraphs (b) and (¢) of this seotion, or
destroyed for food purposes under the
personal supervision of a Division em-
ployee.

(f) Permission must be obtained from
the Director of Division before meats
packed In borax are shipped from one
official establishment to another or (o
an unofficial establishment for storage,
except such meat prepared for the ac-
count of Federal agencies.

(g) At all times, the identity of meat
to which borax has been added shall be
effectively maintained. In no case shall
such meat, nor any trimmings or fat
derived from such meat, whether un-
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washed or washed, or otherwise treated,
be diverted to domestic use,

(h) Salt used for bulking meat pre-
viously packed in borax may not again
pe used in an edible products department
other than in connection with the pack-
ing of meat in borax. If available, only
metal equipment should be used for
handling such meat, Particularly effec-
tive cleansing will be required if wooden
equipment, such as trucks, washing vats,
ete,, is used. Boxes from which boraxed
meat has been removed may be used for
repacking meat in borax, but their use
us containers for other meat will be de-
pendent upon the effective removal of all
traces of borax.

(i) The following instructions pertain
to export cured pork packed in borax
for the account of Federal agencies:

(1) The meat may be packed in bo-
rax in a room in which there is borax-
{ree meat, provided proper care is taken
to see that the borax-free meat Is not
affected by the borax. Under the same
condition meat packed In borax may be
received, unpacked, defrosted, soaked,
washed, smoked, and repacked in a room
where there is other meat. However,
meat originally packed in borax shall at
all times be subject to the restrictions
of meat so packed, even though repacked
without borax. After packing or re-
packing, borax meat may be stored in
2 room with meat not packed in borax,
provided a reasonable degree of separa-
tion Is maintained between the two
classes of product.

§18.9 Samples of products, waler,
dyes, chemicals, ete,, to be taken for ex-
amination. Samples of products, water,
dyes, chemicals, preservatives, spices, or
other articles in any official or exempted
establishment shall be taken, without
cost to the Divislon, for examination, as
often as may be deemed necessary for
the efMcient conduct of the inspection.

§ 18,10 Prescribed trealment of pork
and products containing pork to destroy
trichinae, (a) All forms of fresh pork,
Including fresh unsmoked sausage con-
taining pork muscle tissue, and pork such
as bacon and jowls, other than those cov=
ered by paragraph (b) of this section, are
classed as products that are customarily
well cooked in the home or elsewhere
before being served to the consumer.
Therefore, the treatment of such prod=-
ucts for the destruction of trichinae is
not required.

() Products named in this para-
graph, and products of the character
thereof, containing pork muscle tissue
(including hearts, pork stomachs and
pork livers), or the pork muscle tissue
which forms an ingredient of such prod-
ucts, shall be effectively heated, refriger-
ated, or cured at a federally inspected
establishment to destroy any possible live
trichinae: Bologna; frankfurts; viennas;
=smoked sausage; knoblauch sausage;
mortadella; all forms of summer or dried
fmlsaee. including mettwurst; cooked
oaves; roasted, baked, boiled, or cooked
hams, pork shoulders, or pork shoulder
Dlgnlcs: Itallan-style hams; Westphalia-
Style hams; smoked boneless pork
shoulder butts; cured meat rolls; capo-
collo (capicola, capacola) ; coppa; fresh
Or cured boneless pork shoulder butts,
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hams, loins, shoulders, shoulder pienics,
and similar pork cuts, in casings or other
containers in which ready-to-eat delica-
tessen articles are customarily enclosed
(excepting Scotch-style hams); frozen
breaded pork products over 2 inch in
thickness; cured boneless pork loins;
boneless back bacon; smoked pork cuts
such as hams, shoulders, loins and pork
shouldér picniecs (excepting smoked
hams and smoked pork shoulder picnics
which are specially prepared for distri-
bution in tropical climates or smoked
hams delivered to the Armed Services).
Cured boneless pork loins shall be sub-
jected to prescribed treatment for de-
struction of trichinae prior to being
shipped from the establishment where
cured. ’

(¢) The trentment shall consist of
lh;catlng. refrigerating, or curing, as fol-

WS
(1) Heating. <) All parts of the pork
muscle tissue shail be heated to a tem-
perature not lower than 137* F., and the
method used shall be one known to
insure such a result. On account of dif-
ferences In methods of heating and in
welghts of products undergoing treat-
ment it is impracticable to specify details
of procedures for all cases,

(1) Procedures which insure the
proper heating of all parts of the product
shall be adopted. It is important that
each plece of sausage, each ham, and
other product treated by heating in water
be kept entirely submerged throughout
the heating period; and that the largest
picces in a lot, the innermost links of
bunched sausage or other massed arti-
cles, and pieces placed in the cooclest
part of a heating cabinet or compartment
or vat be included in the temperature
tests.

(2) Refrigerating. At any stage of
preparation and after preparatory chill-
ing to a temperature of not above 40° F.
or preparatory freezing, all parts of the
muscle tissue of pork or product con-
taining such tissue shall be subjected
continuously to a temperature not high-
er than one of those specified in Table 1,
the duration of such refrigeration at the
specified temperature being dependent
on the thickness of the meat or inside
dimensions of the container.

Taore 1-—Requined PERIOD OF FREEZING AT
v TEMPESATURE INDICATED

Tempersture | Group 1 Group 2
2 A Daye Days
5 bl bl
-10 10 R
- 0 i2
(1) Group 1 comprises product in

separate pieces not exceeding 6 inches in
thickness, or arranged on separate racks
with the layers not exceeding 6 inches in
depth, or stored in crates or boxes not
exceeding 6 inches in depth, or stored as
solidly frozen blocks not exceeding 6
inches in thickness.

(i) Group 2 comprises product in
pleces, layers, or within containers, the
thickness of which exceeds 6 inches but
not 27 Inches, and product in containers
including tierces, barrels, kegs, and car-
tons having & thickness not exceeding
27 Inches, )
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. (i) The product undergoing such
refrigeration or the containers therdof
shall be so spaced while in the freezer as
will insure a free circulation of air be-
tween the pleces of meat, layers, blocks,
boxes, barrels, and tierces in order that
the temperature of the meat throughout
will be promptly reduced to not higher
than 5* ¥, —10* F,, or —20" F,, as the
case may be.

(iv) During the period of refrigeration
the product shall be kept separate from
other products and in the custody of
the Division. Rooms or compartments
equipped for being made secure with
Division lock or seal shall be provided.
The rooms or compartments containing
product undergoing freezing shall be
equipped with accurate thermometers
placed at or above the highest level at
which the product undergoing treatment
is stored and away from refrigerating
colls. After completion of the prescribed
freezing of pork to be nsed in the prep-
aration of product covered by paragraph

ADb) of this scction, the pork shall be

kept under close supervision of an in-
spector untll it is prepared in finished
form as one of the products enumerated
in paragraph (b) of this section, or until
it is transferred under Division control to
another establishment for preparation
in such finished form. ;
(v) Pork which has been refrigerated
as specified in this subparagraph may be
transferred in sealed rallroad cars, sealed
motortrucks, sealed trallers, or sealed
closed containers to another officlal es-
tablishment at the same or another sta-
tion, for use in the preparation of
product covered by paragraph (b) of this
section. The sealing of closed contain-
ers, such as boxes and slack barrels, shall
be effected by cording and aflixing there-
to Division seais, and such containers as
tierces and kegs shsall be held in Division
custody by sealing with wax impressed

‘with a Division metal brand. Rallroad

cars, motortrucks, and trailers shall,
when necessary, be sealed with Division
car seals. Properly sealed and marked
closed containers may be shipped with
other meat in unsealed raliroad cars,
motortrucks, and trailers. Containers
such as boxes, barrels and tlerces shall
be plainly and conspicuously marked
with a label or stencil furnished by the
establishment, as follows: “Pork prod-
uct . degrees . - days’ refrigeration,”
indicating the temperature at which the
product was refrigerated and the length
of time so treated. For each consign-
ment there shall be promptly issued and
forwarded to the inspector in charge at
destination a report on the form entitled
“Notice of Unmarked Meats Shipped In
Scaled Cars,” appropriately modified to
show the character of the containers,
and that the contents are “Pork product
-. degrees F. .. days' refrigeration.” A
duplicate copy shall be retained in the
station file.

(3) Curing—(1) Sausage. Sausage
may be stuffed in animal casings, hytdro-
cellulose casings, or cloth bags. During
any stage of treating the sausage for the
destruction of iive trichinae, except as
provided in Method 5, these coverings
ghall not be coated with parafiin or like
substance, nor shall any sausage be
washed during any prescribed period of
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drying. In the preparation of sausage,
one of the following methods may be
used:

Method No. 1. The meat shall be ground
or chopped into pleces not exceeding three-
fourths of an inch in diamoter. A dry-cur-
ing mixture cantaining not less than 315
pounds of salt to each hundredweight of
thoe unstuffed sausage shall be thoroughly
mixéd with the ground or chopped ment.
After being stuffed, sausage having a diam-
eter not exceeding 33 inches, measured at
the time of stufing, shall be held In a drying
room not less than 30 days at a temperature
not lower than 456°* P., exoept that in sausage
of the varlety known as pepperoni, if In
casings not excooding 135 inches In dinmeter
measured at the time of stufing, the period
of drying may be reduced to 16 days. In no
case, however, shall the sausage be released
from the drying room In less than 25 days
from the time the curing materials are
added, except that sausage of the variety
known as pepperoni, if In casings not ex-
ceeding the size specified, may be released
at the expiration of 20 days from the time
the curing materinls are added. Sausage in
chsings exceeding 38! inches, but not. ex-
ceeding 4 inches, In diameter at the time of
stufing, shall be held In a drying room not
less than 35 days at a tomperature not lower
than 45* F,, and in no case shall the sausage
be relensed from the drying room in less than
40 days from the time the curing materials
are added to the meat,

Method No. 2, Tho meat shall be ground
or chopped into pleces not exceeding three-
fourths of an inch in diameter, A dry-cur-
ing mixture containing not less than 33
pounds of salt to each hundredwelight of the
unstuffed saussge shall be thoroughly mixed
with the ground or chopped meat. After
being stuffed, the sausage having a diameter
not exceeding 3% inches, moasured af the
time of stufling, shall be smoked not less
than 40 hours at a temperature not lower
than 80* F.,, and finally held in a drying room
not less than 10 days at a temperature not
lower than 45* F. In no case, however, ahall
the sausage be released from the drying room
in less than 18 days from thoe time the curing
materinls are added to the meat, Sausage
exceeding 38!'4 inches, but not exceeding 4
inches, In diameter at the time of stufing,
ahall be held In a drylng room, following
smoking as above indicated, not less than 25
days at a temperature not Jower than 45" F,,
and In no case shall the sausage be released
from the drying room in less than 33 days
from the time the curing materials are addead
to the meat,

Method No, 3. The meat shall be ground or
chopped into pleces not exceeding throe-
fourths of an inch in diameter. A dry-curing
mixture containing not less than 3'5 pounds
of salt to each hundredweight of the un-
stuffed sausage shall be thoroughly mixed
with the ground or chopped meat. After ad-
mixture with the salt and other curing ma-
terials and before stufing, the ground or
chopped meat shall be held at a temperatiure
not lower than 34* P. for not less than 36
hours. After being stuffed the sausage shall
be held at & temperature not lower than 34*
P, for an additional period of time sufficient
to make a total of not less than 144 hours
from the time the curing materials are added
to the meat, or the sausage shall be held for
the time specified in & pickle-curing medium
of not less than 50* strength (salometer
reading) st o temperature not lower than 44°*
F. Fioally, the sausage having a diameter
not exceeding 3% inches, measured at the
time of stuffing, shall be smoked for not less
than 12 hours. The temperature of the
smokehouse during this period st no time
shall be lower than 90* F,; and for 4 consecu=
tive hours of this period the smokehouse
ahall be maintained at a temperature not
lower than 128° F. Sausage exceeding 3'%5
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inches, but not exceeding 4 Inches, In diam-
eter it the time of stufing shall be smoked,
following the prescribed curing, for not less
than 15 hours, The temperature of the
smokehouse during the 15-hour pericd shall
at no time be lower than 90° F.,, and for 7
consecutive hours of this period the smoke-
house shall be maintained at a temperature
not lower than 128* P, In regulating the tam-
perature of tho smokebouse for the treat-
ment of sausage under this method, the
temperature of 128" F. shall be attained grad-
ually during & period of not less than 4 hours,

Method No, 4. The meat shall be ground
or chopped into ploces not exceeding one-
fourth of an inch in dinmeter. A dry-curing
mixture containing not less than 214 pounds
of salt to each hundredweight of the un-
stuffed sausage shall be thoroughly mixed
with the ground or chopped meat. After
asdmixture with the salt and other curing
materials and before stufling, the ground or
chopped sausage shall be held as a compact
maoss, not more than 6 incheés in depth, at &
temperature not lower than 36* F. for not
Jess than 10 daya. At the termination of the
holding perlod, the sausage shall be stuffed
In casings or cloth bags not exceeding 315
fnches In dinmeter, measured at the time of
stuffing. After being stuffed, the sausage
shall be held in a drying room At a tempera-
ture not lower than 45° F. for the remainder
of & 35-day period, messured from the time
the curing materials are added to the meat,
At any time after stuffing, If a concern deems
it desirable, the product may be heated in a
water bath for a period not to exceed 3 hours
at 8 tempersture not lower than 85" P, or
subjected to smoking at a temperature not
lower than 80" F., or the product may be
both heated and smoked as spocified. The
time consumed in heating and smoking, how-
ever, shall be in addition to the 35-day hold-
ing period specified.

Method No. 5. 'The meat shall be ground
or chopped Into pleced not exceeding three-
fourths of an inch In diameter. A dry-curing
mixture containing not less than 3% pounds
of ealt to each hundredweight of the un-
stuffed sausage shall be thoroughly mixed
with the ground or chopped meat, After
being stuffed the sausage shall be held for
not less than 65 days at o temperature not
lower than 45* F. The coverings for sausage
prepared according to this method may be
coated at any stage of the preparation before
or during the holding period with paraffin
or other substance approved by the Director
of Division.

(1) Capocollo (capicola, capacola).
Boneless pork butts for capocollo shall
be cured in a dry-curing mixture con-
taining not less than 44 pounds of salt
per hundredwelght of meat for a period
of not less than 25 days at a temperature
not lower than 36° F. If the curing ma-
terials are applied to the butts by the
process known as churning, a small
quantity of pickle may be added. Dur-
ing the curing period the butts may be
overhauled according to any of the usual
processes of overhauling, including the
addition of pickle or dry salt if desired.
The butts shall not be subjected during
or after curing to any treatment designed
to remove salt from the meat, except
that superficial washing may be allowed.
After being stuffed, the product shall be
smoked for a period of not less than 30
hours at a temperature not lower than
80° F,, and shall finally be held In a dry-
ing room not less than 20 days at a tem=-
perature not lower than 45° P,

(iii) Coppa. Boneless pork butts for
coppa shall be cured in a dry-curing mix-
ture containing not less than 415 pounds
of salt per hundredweight of meat for

a period of not less than 18 days at a
temperature not lower than 36° F. If
the curing mixture is applied to the bytts
by the process known as churning, a
small quantity of pickle may be added.
During the curing period the butts may
be overhauled according to any of the
usual processes of overhauling, includ-
ing the addition of pickle or dry salt if
desived, The butts shall not be subjected
during or after curing to any treatment
designed to remove salt from the meat,
except that superficial washing may be
allowed. After being stuffed, the product
shall be held in & drying room not less
than 35 days at a temperature not lower
than 45° P,

(iv) Hams. In the curing of hams
either of the following methods may be
used:

Method No. I. The hams shall be cured
by a dry-salt curing process not less than
40 days at a temperature not lower than 30°
¥, The hams shall be lald down in salt, not
s than 4 pounds to each hundrodwelght
of hams, the salt being applied in a thorough
manner to the lean meat of eéach ham.
When plsced fn cure the hams may be
pumped with pickle if desired. At least once
during the curing process the hams shall be
overhauled and additional salt applied, If
necessary, =0 that the lean meat of each ham
is thoroughly covered. After removal from
cure the hams may be soaked in water at o
tomperature not higher than 70* F, for not
more than 15 hours, during which time the
water may be changed once; but they shall
not be subjected to any other treatment de-
signed to remove salt from the meat, except
that superficinl washing may be allowed.
The hams shall finally be dried or smoked
not less than 10 days at a temperature not
lower than 95* P.

Method No, 2. The hams shall be cured
by a dry-ealt curing process at a tempernture
not Jower than 36° F. for a period of not less
than 3 days for each pound of weight (green)
of the individual hams. The time of cure of
each lot of hams placed in cure should be
calculated on & basis of the welght of the
heaviest ham of the lot. Hams cured by thia
method, before they are placed In cure, shall
be pumped with pickle solution of not less
than 100° strength (salometer), about 4
ounces of the solution being Injected Into
the shank and o like quantity along the flank
side of the body bone (femur). The hams
shall be lald down in salt, not less than 4
pounds of salt to each hundrodwelight of
hams, the galt belng sapplied in & thorough
manner to the lean meat of each ham, At
Jeast once during the curing the
hams shall be overhanuled and ndditions!
salt applied, If necessary, so that the lean
meat of each ham is thoroughly covered.
After removal from the cure the hams may be
soaked In water at a temperature not higher
than 70* P, for not more than 4 hours, but
shall not be subjected to any other treai-
ment designed to remove salt from tho meit.
except thut superficial washing may be ol-
lowed., The hams shall then be dried or
smoked not less than 48 hours at a tempers-
ture not lower than 80* F., and finally zhell
be held In & drying room not less than 20
days at o temperature not lower than 45° F.

(y) Boneless pork loins and loin ends.
In lieu of heating or refrigerating to de-
stroy trichinae in boneless loins, the loins
shall be cured for a period of not less
than 25 days at a temperature not lower
than 36° F. by the use of one of the fol-
Jowing methods:

Method No. 1. A dry-salt curing mixture

containing not less than 5 pounds of sall 10
each hundredwelght of meat.
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Method No. 2. A pickle solution of not less
than £20* strength (salometer) on the basis of
not less than 60 pounds of pickle to cach
pundredweight of meat,

Method No. 3. A pickle solution added to
tho approved dry-aalt cure provided the
plckle solution Is not less than 80° strength
(salomoter).

(yvl) After removal from cure, the loins
may be soaked in water for more
than 1 hour at a temperature not higher
than 70* F. or washed under a spray but
shall not be subjected, during or after
the curing process, to any other treat-
ment designed to remove salt.

(vii) Following curing, the loins shall
be smoked for not less thgn 12 hours,
The minimum temperature of the
smokehouse during this perlod at no
time shall be lower than 100° F., and for
4 consecutive hours of this period the
smokehouse shall be maintdained at a
temperature not lower than 125° F.

(viil) Finally, the product shall be
held In a drying room for a period of not
lezs than 12 days at a temperature not
lower than 45* F.

(d) General instructions. When nec-
essary to comply with these instructions,
the smokehouses, drying rooms, and
other compartments used in the treat-
ment of pork to destroy trichinae shall
be suitably equipped, by the establish-
ment, with accurate automatic recording
thermometers. Inspectors in charge are
authorized to approve for use in sausage
smokehouses, drying rooms, and other
compartments, such automatic recording
thermometers as are found to give satis-
factory service. To insure the effective
administration of this seetion, inspectors
who supervise the handling and treat-
nlxex;lt of pork to destroy live trichinae
Shall:

(1) Recognize the importance of safe-
puarding the consumer and follow care-
fully the instructions concerning the
treatment of pork to destroy trichinae.

(2) Check the internal temperatures,
with Division thermometers, of all prod-
ucts subjected to the heating method.

(3) Test frequently, with Division
thermometers, the reliability of estab-
lishment thermometers (including auto-
matic recording thermometers) and
reject for use any found to be inaccurate
and unreliable,

4) Observe Division thermometers
carefully in order that none be used
which have become defective or of ques-
tionable accuracy.

() Supervise in a methodical manner
the handling, in drying, refrigerating,
and curing departments, of pork product
inder treatment for the destruction of
live trichinge, and keep conveniently
available, at the official establishment
for Division use, such records as may be
necessary and informative of each lot of
broduct under treatment.

‘) The requirements of this section
to destroy possible live trichinae in the
vroducts of a kind enumerated in para-
Eraph (b) of this section apply to prod-
t;la which are exempted from Inspec-

n.

11811 Canning with heat processing
and hermetically sealed containers:
cleaning containers; closure; code mark=
n9; heat processing; incubation. (a)
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Containers shall be cleaned thoroughly
immediately before filling, and precau-
tion must be takeh to avoid solling the
inner surfaces subsequently,

(b) Containers of metal, glass, or
other material shall be washed in an
inverted position with running water at
a temperature of at least 180° F. The
container-washing equipment shall be
provided with a thermometer to register
the temperature of the water used for
cleaning the containers.

¢¢) Nothing less. than perfect closure
{s accaptable for hermetically sealed con=-
tainers. Heat processing shall follow
promptly after closing,

(d) Careful inspection shall be made
of the containers by competent estab-
lishment employees immediately after
closing, and containers which are defec-
tively filled, defectively closed or those
ghowing inadequate vacuum, shall not
be processed until the defect has been
corrected. The containers shall again be
inspected by establishment employces
when they have cooled sufliciently for
handling after processing by heating.
The contents of defective containers
shall be condemned unless correction of
the defect is accomplished within six
hours following the sealing of the con-
tainers or completion of the heat proc-
essing, as the case may be, except that
(1) if the defective condition is discov~
ered during an afternoon run the cans
of product may be held in coolers at a
temperature not exceeding 38° F. under
conditions that will promptly and effec-
tively chill them until the following day
when the defect may be corrected; (2)
short vacuum or overstuffed cans of
product which have not been handled
in accordance with the above may be in-
cubated under Division supervision, after
which the cans shall be opened and the
sound product passed for food; and (3)
short vacuumi or overstuffed cans of
product of a class permitted to be la-
beled, “Perishable, Keep Under Refrig-
eration” and which have been kept under
adequate refrigeration since processing
may be opened and the sound product
passed for food. 4

(e) Canned products shall not be
passed unless after cooling to atmos-
pheric temperature, they show the ex-
ternal characteristics of sound cans;
that is, the cans shall not be overfilled;
they shall have concave sides, excepting
the seam side, and all ends shall be con-
cave; there shall be no bulging; the sides
and ends shall conform to the product;
and there shall be no slack or Joose tin.

(f) All canned products shall be
plainly and permanently marked on the
containers by code or otherwise with the
identity of the contents and date of can-
ning. The code used and its meaning
shall be on record in the office of the
inspector in charge.

(g) Canned product must be processed
at such. temperature and for such period
of time as will assure keeping without
refrigeration under usual conditions of
storage and transportation when heating
is relied on for preservation, with the
exception of those canned products which
are processed without steam-pressure
cooking by permission of the director of
division and labeled “Perishable, Keep
Under Refrigeration.” -
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(h) Lots of canned product shall be
identified during their handling prepara-

_tory to heat processing by tagging the

baskets, cages or cans with a tag which
will change color on going through the
heat processing or by other effective
means S0 as to positively preciude fallure
to heat process after closing,

() Facilities shall be provided to in-
cubate at least representative samples
of the product of fully processed canned
product, The incubation shall consist of
holding the canned product for at least
10 days at about 98° F.

(1) The extent to which Incubation
tests shall be required depends on con-
ditions such as the record of the es-
tablishment in conducting canning
operations, the extent to which the es-
tablishment furnishes competent super-
vision and inspection in connection with
the canning operations, the character of
the equipment used, and the degree to
which such equipment is maintained at
maximum efficlency. Such factors shall
be considered by the Inspector in charge
in delermining the extent of incubation
testing at a particular establishment.

(2) In the event of failure by an estab-
iishment to provide suitable facilities for
incubation of test samples, the inspector
in charge may require holding of the
entire lot under such conditions and for
such period of time as may, in his discre-
tion, be necessary to éstablish the stabil-
ity of the product.

(3) The inspector in charge may per-
mit lots of eanned product to be shipped
from the establishment prior to comple-
tion of sample incubation when he has
no reason to suspect unsoundness in the
particular lots, and under circumstances
which will assure the return of the prod-
uct to the establishment for reinspection
should such saction be indicated by the
incubation results,

§18.12 Preparalion of dog food or
similar uninspected article at official es-
tablishments; edible products depari-
ment; inedible products department; de=-
naturing. (a) Wheén dog food, or similar
uninspected article is prepared in an
edible product department, there shall be
suflicient space allotted and adequate
equipment provided so that the prepara-
tion of the uninspected article in no way
interferes with the handling or prepara=
tion of products. Where necessary, sep-
arate equipment shall be provided for the
uninspected article. To assure themain-
tenance of sanitary conditions in the
edible product departments, the opera-
tions incident to the preparation of the
uninspected article will be subject to the
same sanitary requirements that apply
to all operations In edible product de-
partments. The preparation of the unin-
spected article shall be limited to those
hours during which the establishment
generally operates /under inspectional
supervision. That is, there shall be no
handling, other than receiving at the
establishment, of any of the meat, meat
byproducts, or meat food product ingre-
dient of the uninspected article, other
than during the regular hours of in-
spection. The materinls used in the
preparition of the uninspected article
ghall not be such as would interfere with
the Inspection of product or the mainte-
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nance of sanitary conditions in the de-
partment, The uninspected article may
be stored in, and distributed from, edible
product department: Provided, That
adequate facilities are furnished, that
there is no interference with the main-
tenance of sanitary conditions, and that
it is properly identified.

(b) When dog food or similar unin-
spected article is prepared in & part of
an official establishment other than an
edible product department, the area in
which the dog food is prepared shall be
separated from edible product depart-
ments in & manner similar to that re-
quired for separation between edible
product departments and inedible prod-
uct departments. Sufficient space must
be allotted and adequate equipment pro-
vided so that the preparation of the un-
inspected article does not interfere with
the proper functioning of the other op-
erations at the establishment. Nothing
in this paragraph shall be construed as
permitting any deviation from the re-
guirement that inedible materials, dead
animals, and the like, of whatever origin,
must be placed in the inedible product
rendering equipment, and without undue
delay. The preparation of the unin-
spected product must be such as not to
interfere with the maintenance of gen-
eral sanitary conditions on the premises,
and it shall be subject to inspectional
supervision similar to that exercised over
inedible product departments. There
shall be no return of any product to edi-
ble product departments, Trucks, bar-
rels, and other equipment shall be
cleaned before being returned to edible
product departments from inedible prod-
uct departments, Unoffensive material
prepared outside edible product depart-
ments may be stored in, and distributed
from, edible product departments only
if packaged in clean, properly identified,
sealed containers.

(¢) Dog food or other animal food pre-
pared, in whole or in part, from mate-
rials derived from cattle, sheep, swine,
goats, or horses, shall be distinguished
from articles of human food, so as to
avold the distribution of such animal
food as human food. To accomplish
this, labeling of hermetically sealed, re-
tort processed, conventional retail size
containers, as, for example, “dog food"
will be considered sufficient. If not in
such containers the product must not
only be properly identified, but it must
be of such character or so treated (de-
natured or decharacterized) as to be
readily distinguishable from an article
of human food. Dog food shall not be
represented as being a human food.

§ 18.13 Mixtures containing product
but not amenable to Meat Inspection Act,
Mixtures containing product but not
classed as coming under the Meat In-
spection Act shall not bear the inspec~
tion legend or any abbreviation or rep-
resentation thereof. When such article
is prepared in any part of an official es-
tablishment, the sanitation of that part
of the establishment shall be supervised
by Division employees and the prepara-
tion of such article shall not cause any
deviation from the requirement that no
uninspected products be brought into the
establishment.

RULES AND REGULATIONS

§ 18.14 Contamination of product by
food water, ete.; procedure for handling.
(a) Any product which has been con-
taminated by flood water, harbor water,
or like polluted water, shall be con-
demned.

(b) After flood water has receded, the
establishment shall, under the supervi-
sion of a Division employee, thoroughly
cleanse all walls, ceilings, posts, and
floors of the rooms and compartments
involved, including the equipment there-
in. An adequate supply of hot water,
under pressure, is essential for effective
cleansing of the rooms and equipment,
After cleansing, a solution of sodium
hypochlorite containing aproximately
3o of 1% available chlorine (5,000 parts
per million), or other disinfectant ap-
proved by the Director of Division should
be applied to the surface of the rooms,
Where the solution has been applied to
equipment which will afterwards contact
meat, the equipment shall be rinsed with
clean water before being used. All metal
should be rinsed with clean water to pre-
vent corrosion,

(c) Hermetically sealed containers of
product which has been submerged or
otherwise contaminated as in paragraph
(a) of this section shall be rehandled
promptly under supervision of a Division
employee as follows:

(1) Separate and condemn all product
the containers of which show extensive
rusting or corrosion, such as might ma-
terially weaken the container, as well as
any swollen, leaky, or otherwise suspi-
cious container,

(2) Remove paper labels and wash the
containers in warm soapy water, using a
brush where necessary to remove rust or
other foreign material, immerse in a
solution of sodium hypochlorite contain-
ing not less than 100 parts per million of
available chlorine or other disinfectant
approved specifically for this purpose by
the Director of Division, and rinse in
clean fresh water and dry thoroughly.

(3) After handling as in subparagraph
(2) of this paragraph, the containers
may be relacquered, if necessary, and
then relabeled with approved labels ap-
plicable to the product therein.

(4) The identity of the canned prod-
uct shall be maintained throughout all
stages of the rehandling operations, to
insure correct labeling of the containers,

§ 18.15 Glands and organs for use in
preparing pharmaceutical, organothera~
peutic, or technical products. (a) (1)
Glands and organs which are not used
as food products, such as cotyledons,
ovaries, prostate glands, tonsils, spinal
cords, and detached lymphatic, pineal,
pituitary, parathyrold, suprarenal, and
thyroid glands, may be shipped inter-
state either by establishments operating
under inspection or by those which do
not operate under inspection: Provided,
That the containers shall be plainly
marked “For pharmaceutical purposes,”
“For organotherapeutic purposes,” or
“For technical purposes,” without any
reference to inspection.

(2) Organs in this category may be
brought into and stored in edible product
departments of inspected establishments
or shipped with edible product if pack-
aged in suitable containers which will In

no way interfere with the maintenance
of sanitary conditions or constitute an
interference with inspection.

(b) Glands or organs which are re-
garded as food products, such as pan-
crentic glands, livers, testicles, and
thymus, may be shipped Interstate or
brought into official establishments for
pharmaceutical, organotherapeutic, or
techniocal purposes, only If U. S. inspected
and passed and so identified.

§18.16 Tagging chemicals, preserva-
tives, cereals, spices, ete, “U. S. re-
tained.” When any chemical, preserva-
tive, cereal, spice, or other substance is
presented for use in an officlal establish-
ment, it shall be examined by a Division
employee, and if found to be unfit or
otherwise unacceptable for the use in-
tended, or if final decislon regarding ac-
ceptance Is deferred pending laboratory
or other examination, the employee shall
attach a "U, 8. retained" tag to the
substance or container thereof. The sub-
stance so tagged shall be kept separate
from other substances as the inspector in
charge may require, shall not be used un-
til the tag Is removed, and such removal
shall be only by a Division employee after
a finding that the substance ¢an be ac-
cepted, or, In the case of an unaceeptable
substance, when it is removed from the
establishment.

§18.17 Product for educational uses,
laboratory examination, and othér pur-
poses. 'When authorized by the Directlor
of Division, product of speclal type or
kind may be shipped or transported from
official establishments for educational
uses, laboratory examination, and other
PUrposes.

ParT 20—REPORTS

Inspection reports.
Daily reports.
Establishments to furnish information
for reports,
204 Roports on sanitation.
AvurHORITY: §§20.1 to 204 lasued under
34 Stat. 1284, mec. 300, 48 Stat, 68, 1V
U, 8§ C. 1306, 21 U. 8. C, 89,

£20.1 Inspection reports. Reports of
the work of inspection carried on in every
official establishment and elsewhere shall
be forwarded to the Division by the in-
spector In charge, on such forms and in
such manner as may be specified by the
Director of Division.

$20.2 Daily reports. Division em-
ployees shall make daily reports of the
amounts of articles handled or prepared
in the subdivisions of the establishments
to which they are assigned and of sm;wh
other things as the Director of Division
or inspector in charge may reguire.

§$20.3 Establishments to furnish in-
Jormation for reports, Each officinl es-
tablishment shall furnish to Division em-
ployees accurate information as to ol
matters needed by them for making their
reports pursuant to §20.2.

§20.4  Reports on sanitation. Re-
ports on sanitation shall be made by the
Division employees assigned to the vari-
ous subdivisions of official establishments
to the Inspector in charge, and by the
inspector in charge to the Director of

See,
201
20.2
203
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Division or to the person designated by
him.

PART 21 —APPEALS
£ 21.1 Appeals from meat inspection
actions. Any appeal from a decision of
an employee of the Division shall be
made to his immediate superior having
jurisdiction over the subject matter of
the appeal.
(34 Stat, 1264, sec, 308, 46 Stat. 689; 19
U. 8. C. 1308, 21 U. 8, C. 89)

PART 22—CoOPERATION WITH LOCAL
AUTHORITIES

8ec.

221 Inspectors In charge to cooperate with
Federal, State, and other local su-
thorities,

222 Defnite cooperative arrangements to

be approved by the Division,

Avrmorrry: 1§ 22,1 and 222 issued under
34 Stat. 1264, sec. 308, 46 Stat, 689; 19
U. 8. C, 1306, 21 U. 8. C. 89,

§22.1 Inspectors in charge to co-
operate with Federal, State, and other
local authorities. Inspectors in charge
shall confer with Federal, State, munic-
ipal and other local officials at their sta-
tions and Inform them of the Federal
meat-inspection service, what the Divi-
sion Is accomplishing in that particular
locality, and, in turn, ascertain what is
being done by the local officials.

£222 Definite cooperative arrange-
ments to be approved by the Division. If
it be proposed to adopt a definite cooper-
ttive arrangement, the details thereof
ghall be submitted to and approved by
the Director of Division before it is put
into effect.

Part 23—Bringry, COUNTERFEITING, ETC.

8ec,

211 Bribes.

232 Inspection marks, ete; forging, coun=-
terfeiting, ete.; improper use and
handling.

AvrHomTy: §§ 231 and 23.2 fssued under
91 Stat. 1264, sec. 306, 46 Stat. 689; 10
U. 8 © 1306, 21 U, S. C. 89.

£231 Brives. (a) It i5s a felony,
punishable by fine and imprisonment, for
any person, firm, or corporation, or any
agent or employee thereof, to give, pay,
or offer, directly or indirectly, to any Di-
Vision employee authorized to perform
any duty preseribed by the Meat Inspec-
tion Act or the regulations in Parts 1
through 29 of this subchapter, any money
or other thing of value with intent to
Influence such employee in the discharge
of his duty. It is also a felony, punish-
able by discharge from office and by fine
#nd Imprisonment, for any Division em-
ployee engaged in the performance of
any duty prescribed by the Meat Inspec-
Uon Act or the regulations in Parts 1
}hmuz:h 29 of this subchapter to accept
Irom any person, firm, or corporation, or
T ?m any agent or employee of such per-
:3.1‘ firm, or corporation, any gift, money,
t‘ other thing of value given with intent
O Influence his official action, or to re=
Celve or aceept from any person, firm, or
:?rporallon engaged in interstate or for-
#n commerce any gift, money, or any

|
.
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other thing of value given for any pur-
pose or intent whatsoever.

(b) Division employees shall not pro-
cure product from an official establish-
ment except through the retail market
when such a market is maintained. In
the absence of such retail market, Divi-
sion employees shall not procure product
from an official establishment unless
such establishment sells such product di-
rect to its own employees. Division em-
ployees must obtain receipts for money
paid to officlal establishments for prod-
uct.

§ 23.2 Inspection marks, ele.; forg-
ing, counterfeiting, ete.; fmproper use
and handling. It is a misdemeanor,
punishable by fine and imprisonment, for
any person, firm, or corporation, or offi-
cer, agent, or employee thereof, to forge,
counterfeit, simulate, or falsely repre-
sent, or without proper authority to use,
fail to use, or detach, or knowingly or
wrongfully to alter, deface, or destroy,
or to fail to deface or destroy, any of
the marks, stamps, tags, labels, or other
identification devices provided for in the
Meat Inspection Act or in and as directed
by the regulations in Parts 1 through 29
of this subchapter, on any carcass, part
of carcass or the product or containers
thereof, subject to the provisions of the
Meat Inspection Act, or any certificate
in relation thereto authorized or re-
quired in the Meat Inspection Act or as
directed in the regulations in Parts 1
through 29 of this subchapter.

ParT 24 —EXPORT STAMPS AND
CERTIFICATES *

Manner of afixing stamps and marking
product for export,

Export stamps and certificates;
structions concerning issuance.

Export transportation without certifi-
cate prohibited; special procedure or
requirements ns to certification of
product for export to certain coun-

243 in-

243

- tries.

Special requirements as to product for
export to countries named in this
section,

Special requirements as to animal cns-
ings for export to countries named
in this section; certificates, stamps,
handling, ete,

Export casings bladders, hools, horns,
grease and similar inedible animal
products.

Uninspected tallow, stearin, oleo oll,
ote,; not to be exported unless ex-
porter certifies as Inedible,

Product packed with preservative for
export; required stamps and certifi-
cates; aflixing and removal of atamps,

Avritomary: §524.1 to 248 Issued under

34 Stiat. 1264, sec. 306, 46 Stat. 689 19
U. 8 C, 1300, 21 U, 8, C. 89, .

§£241 Manner of affixing stamps and
marking product for export. (a) A num-
bered meat-inspection stamp shall be af-
fixed to each outside container (except
cloth wrappings) of any inspected and
passed product for export except ship

245

246

247

248

* Attention fa directed to the requirements
of Part 25, of this subchapter, governing
transportation, and to the requirements of
§ 188 of this subchapter that articles pre-

under that section for export be de-
stroyed for food purposes before belng sold
or olfered for sale for domestic use,
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stores and small quantities exclusively
for the personal use of the consignee and
not for sale or distribution. So far as
possible stamps shall be issued serially.

(b) Such stamps shall be securely af-
fixed, and If the container be of wood
the stamps shall be placed either (1) in
a grooved space made by removing a por-
tion of the wood of sufficient size to ad-
mit the stamp, (2) on either end of the
package, provided that the sides thereof
are made to project at least one-elghth
of an inch to afford the necessary pro-
tection from abrasion, or (3) in some
other equally satisfactory manner ac-
ceptable to the inspector in charge.

(¢) The cloth wrapping used as an
outside container of any inspected and
passed product for export shall bear the
inspection legend and the establishment
number applied by the 2'5-inch rubber
brand, except that the cloth wrappings
used as outside containers of such ex-
portations to Great Britain are required
to bear numbered export meat-inspec-
tion stamps securely affixed. The export
mark of inspection may be applied by
means of the rubber brand to the cloth
coverings of inspected and passed prod-
uct for export account of any Federal
agency, regardless of the country of
destination, provided such marking in
lien of export stamps is authorized by
the agency concerned.

(d) A numbered meat Inspection
stampshall be affixed to each tank car of
inspected and passed lard or similar edi-
ble product, and to each door of each
railroad car or other closed vehicle con-
taining a full load of inspected and
passed loose meat shipped direct to Can-
ada, Cuba, or Mexico,

§242 Ezxrport stamps and certifi-
cales; instructions concerning issuance.
(a) Upon application of the exporter,
the inspector in charge is authorized to
issue certificates for shipments of in-
spected and passed product to any for-
eign country. Certificates should be {s-
sued at the time the articles leave the
establishments; if not issued at that time
they may be issued later only after
identification and reinspection of the
products.

(b) Export certificates shall be issued
in serial numbers and in triplicate form,
Quadruplicate certificates may be issued
for any exportation on request of the
exporter. Each certificate shall show
the names of the exporter and the con-~
signee, the destination, the numbers of
the stamps, if any, attached to the arti-
cles to be exported, the number and type
of packages, the shipping marks, the
kind of product, and the welght. On
certificates showing a Federal agency as
exporter, if desired by the agency con-
cerned, the words “For Export” may be
used in lieu of name of consignee and
destination, and the certificate should
also show (1) on the date line, the name
of the station at which they are issued,
(2) under “Description and Marks,” the
additional statement “Establishment
O J'and (3) the initials and num-
bers of the rallway cars in which the
products are forwarded from the con-
tractor's establishment,

{¢) Only one certificate shall be issued
for each consignment, except that for
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sufficlent reasons new certificates may be
issued by inspectors in charge. A cer-
tificate issued in lleu of another should
show in the left hand margin the nota-
tion “Issued in lieu ___.". A certificate
that Is cancelled when another is issued
in lleu thereof, shall show in the left
hand margin the number of the certifi-
cate which was issued in lieu, as follows:
*NO, ~.-- in leu”

(d) The original certificate shall be
dellvered to the shipper and shall be used
only for the purpose of effecting the
transportation and delivery of the con-
signment,

(e) The duplicate of the certificate
shall be delivered to the shipper and by
him delivered to the agent of the rail-
road or other carrier which transports
the consignment from the United States
otherwise than by water, or to the chief
officer of the vessel on which the export
shipment is made and without which no
clearance shall be given to any vessel
having aboard any product destined to

* countries listed in §243 (a), and shall
be used only by these agencies and for
the purpose of effecting the transporta-

tion of the consignment certified. The-

chief officer of the vessel shall file such
duplicate with the customs officer at the
time of filing the master’s manifest or
the supplemental manifest.

(f) The triplicate of the certificate
ghall be retained in the station file,

(g) Under no circumstances shall the
original or the triplicate of such certifi-
cate be used for the purpose for which it
is prescribed by paragraph (e) of this
section that the duplicate shall be used.

(h) Certificates and stamps may be
issued by Inspectors in charge, upon re-
quest, for export consignments of prod-
uct of official establishments not under
their supervision, provided the consign-
ments are first dentified as having been
*“U. S. inspected and passed” and are
found to be sound, healthful, wholesome,
and fit for human food.

(i) No erasures or alterations shall be
made on a certificate, All certificates
rendered useless through clerieal error
or otherwise and all certificates cancelled
for whatever cause shall be destroyed,

(3> All export certificates shall be so
executed that the data entered thereon
will appear in the proper spaces on each
copy of the certificate,

§.24.3 Export transportation without
certificate prohibited; special procedure
or requirements as to certification of
product for export to certain countries.
(a) No person opeérating any steam or
sailing vessel, and no railroad or other
carrier, shall receive for transportation
or transport from the United States to
Great Britain or Ireland, or any of the
countries of continental Europe, or to
Canada, Venezuela, Argentina, Peru,
Colombia, the French Antilles, Cuba,
Bermuda, or Algeria, any product, except
ship stores and small quantities exclu-
sively for the personal use of the con-
signee and not for sale or distribution,
unless and until a certificate of inspec-
tion covering the same has been issued
and delivered as provided in this part.
The requirement of export certificates is
waived for product exported to countries
other than those named in this para-
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graph. The walving of the requirement
of export certificates for product ex-
ported to certain countries docs not
waive the requirements of § 24.1.

(b) Export certificates for shipments
of inspected and passed product to Italy,
Argentina, Venezuela, Dominican Repub-
lie, Colombia, Ecuador, Haiti, Norway,
Poland, Guatemala, and Salvador shall
be visaed by the consul of the country of
destination at the place of origin or the
first port.

(¢) Porm MTI 412-8, which Is printed
in English on the obverse side and in

- French on the reverse side, shall be is-

sued for each consignment of product
destined to Algeria, Belgium, France,
and Poland, in addition to the regular
export certificate. The Form MI 412-8
shall be fully executed and signed on
both sides.

(d) Form MI 412-8 and Form MI 412-
9 must bear the official seal of the Divi-

sion inspector In charge who issues t.he\

certificates.

(e) Canada. (1) Export certificates
shall not be issued for shipments of livers
to Canada unless the portal lymph
glands-are intact.

(2) Export certificates shall not be is-
sued for any shipment of artificially col-
ored product for Canada.

(3) Export certificates for carload
shipments of inspected and passed prod-
uct in bulk to Canada shall show the car
numbers and initials.

(4) Regular export certificates shall
be issued in quadruplicate for product
destined to Canada.

(f) Colombia. Form MI 412-7, which
is printed in English on the obverse side
and in Spanish on the reverse side, shall
be issued in quintuplicate for lard des-
tined to Colombia, South America. The
certificate shall be fully executed and
signed on both sides. The fifth copy
ghall be retained in the station file.

(g) Dominican Repubdlic. Regular ex-
port certificates shall be issued in quad-
ruplicate for product destined to the
Dominican Republic,

(h) Ecuador. A special certificate on
an official letterhead shall be issued
lard destined to Ecuador, showing the
description and marks as well as the se-
rial number of the regular export certifi-
cate issued for the product and the state-
ment that the lard contains “no added
stearine” or "not more than 10 percent
added stearine” as the case may be. In-
spectors In charge are also directed to
issue an additional copy of the regular
and special export certificate for lard
destined to Ecuador,

(1) Italy. Oleo oil destined to Italy Is
required to contain exactly 5 percent of
sesame oil, and the export certificate
accompanying the product shall show in
the margin;

Oleo oll to which exactly 5 percent of
sesame oll has been added.

(j) Mezxico. Regular export certifi-
cates shall be issued in quintuplicate for
product destined to Mexico.

(k) Netherlands. (1) Export certifi-
cates shall be issued for fresh pork cuts
not smaller than a quarter of a carcass
destined to the Netherlands, with the fol-
lowing additional certification written

or

and signed by the inspector in charge on
the reverse side of the certificate:

The fresh pork described on the reverso
side of this certificate was refrigerated con-
tinuously for not less than 3 weeks at a tem-
perature not higher than 15° C. below
Ireezing.

(2) Form MT 412-9 shall be issued for
product destined to the Netherlands, n
addition to the regular export certificate,

(1) Switzerland. The certificate and
description of the shipment shall appenr
in the French language on the reverse
side of certificates lssued for shipments
of inspected and passed product o Switz-
erland.

§244 Special requirements as fto
product for export to countries named
in this section—(a) Canada. (1) The
uteri, vulvae, black gut, spleens, pre-
puces, udders, and testicles are pro-
hibited in food articles for Canada,

(2) Crowns shall be removed from hog
bungs used as containers of sausage for
Canada.

(3) Foreign products originating in
countries other than Argentina, Aus-
tralia, Brazil, Denmark, Eire, France,
Great Britain, New Zealand, Northern
Ireland, Paraguay, Sweden, Switzerland,
Union of South Africa, Uruguay, and the
United States, are not admitted into the
Dominion of Canada, and notwithstand-
ing the fact that products are admitied
into the United States from countries
other than those above-enumerated such
products from such other countries are
not acceptable in Canada even thouzh
accompanied with export certificates
issued in the United States.

(4) Officinl establishments shall ric-
idly observe the following definitions in
the preparation of meat, meat food prod-
ucts, and meat byproducts intended for
exportation to the Dominion of Canada.
Inspectors in charge are directed to see
that only meat, meat food products, and
meat byproducts which conform to these
definitions are certified for exportation
to the Dominion of Canada,

(1) Any descriptive terms applied to
any meat, meat byproduct, or to any
preparation of either of them upon the
label or otherwise, must be conslstent
with the definition of such terms as es-
tablished under the Meat and Canned
Foods Act of Canada,

(i) Preservatives othér than common
salt, sugar, dextrose, glucose, saltpeter,
wood smoke, vinegar, spices, alcohol, re-
fined sodium nitrate, and refined sodium
nitrite (not to exceed 200 parts per mil-
lion in the finished product), or coloring
matter, shall not be used in or upon meat,
meat byproducts, or any preparation of
cither of them.

(iil) Meat shall be the clean, sound,
properly dressed flesh of one or more
animals healthy at the time of slaughter
and shall include the heart, tongue, dia-
phragm, and oesophagus in addition (o
the skeletal musculature with attendant
tissues.

(iv) Fresh meat shall be meat from
animals recently slaughtered and prop-
erly cooled until delivered to the con-
sumer,

(v) Cold storage meat shall be meat
from animals recently slaughtered and
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preserved by refrigeration until dellvered
to the consumer,

(vl) Salted, pickled and smoked meats
shall be unmixed meats preserved by
salt, sugar, vinegar, spices and other
harmless substances, or smoke, singly or
in combination, whether in bulk or in
suitable containers.

(vil) Containers and wrappers in con-
tact with food products shall contain on
their surfaces in contact with food prod-
ucts, no lead, antimony, arsenie, zine, or
copper, or any compounds thereof or
any other poisonous or injurious sub-
stances. If the containers are made of
tin plate, they shall be outside scldered,
or if soldered inside, the solder used
shall consist of pure tin only; and the
plate in no place shall contain less than
one hundred and thirteen (113) milli-
grams of tin on a plece five (5) centl-
melers square or oné and eight-tenths
(1.8) grains on & piece of two (2) inches
square, This is equivalent to two (2)
pounds of tin per base box; but it must
be noted that the regulation requires not
only & minimum weight of tin per-base
box, but that this tin shall be evenly
distributed over the surface of the plate.
The Inner coating of the containers shall
be free from pin holes, blisters and
cracks, If the tin plate is lacquered, the
Jacquer shall completely cover the lined
surface within the container and yleld
to the contents of the container no lead,
antimony, arsenie, zinc or copper, or
any compounds thereof, or any other
poisonous or injurious substances.

(viii) Manufactured meats shall be
meats not included In subdivisions (iv),
(vi, and (vl) of this subparagraph,
whether simple or mixed, whole or com-
minuted, in bulk or in suitable contain-
ers, with or without the addition of salt,
vinegar, sugar spices, or other harmiless
substances, smoke, oils or rendered fat.
Il they bear names descriptive of kind,
composition, or origin, they shall corre-
spond thereto, and when bearing such
descriptive names, if force or flavoring
meats are used the kind and quantity
thereof shall be made known.

(Ix) Bausage, sausage pudding, ete.,

thall be a comminuted meat or & mixture
of such meats, either fresh, salted,
pickled or smoked, with added salt and
splees, and with or without the addition
of edible animal fats, cereals, beef tripe,
liver, blood or sugar, and with or without
subsequent smoking. The finished prod-
uct shall not contain a larger proportion
of water than the meats from which it
{5 prepared contain when in their fresh
condition and not more than five (5) per-
cent by welght of cereal, and if it contains
any cereal the proportion of water shall
not exceed sixty.(60) percent by weight,
If it bears & name descriptive of kind,
composition or origin, it shall correspond
tosuch descriptive name. All animal tis-
5:105 used as containers, such as casings,
Siomachs, ete,, hall be clean and sound
and impart to the contents no substance
other than salt,
(hm Blood sausage and blood pudding
o :111 be sauzaze to which has been added
¢ican, fresh blood from neat cattle in
£0od health at the time of slaughter.

(X} Canned meat shall be the cooked
meat of fowls, neat cattle, or swine, pre-

served in pac closed hermetically
Or otherwise, o iiinis
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(xii) Corned or cured meat shall be
meat cured or pickled with dry salt or
in brine, with or without the addition
of sugar or other harmless substances.

(xiii) Potted meat shall be comminuted
and cooked meat, with or without cereal,
salt, and spices, and enclosed In sultable
containers closed hermetically or other-
wise, Cereals when present must not ex-
ceed five (5) percent by weight.

(xiv) Meat loaf shall be a mixture of
comminuted cooked meat, with or with-
out cereal, salt, spices, milk, or eggs,
pressed into a loaf. If it bears a descrip-
tive name it shall correspond thereto.
Meat loaf shall not contain more than
five (5) percent of cereals,

(xv) Meat extract shall be the product
obtained by extracting fresh meat with
water and concentrating the liquid por-
tion by evaporation after the removal of
fat, and shall contain not less than sev~
enty-five (75) percent of total solids of
which not over twenty-seven (37) per-
cent shall be ash, and not over twelve
(12) percent shall be sodium chloride
(calculated from the total chlorine pres-
ent), not over six-tenths (0.6) percent
shall be fat, and not less than eight (8)
percent shall be nitrogen, The nitroge-
nous compounds shall contain not less
than forty (40) percent of meat bases
and not less than ten (10) percent of
creatin and creatinin,

(xvD) Fluid meat extract shall be
identical with meat extract except that
it shall be concentrated to a lower degree
and contain not more than seventy-five
(75) and not less than fifty (50) percent
of total solids,

(xvil) Bone extract or stock shall be
the product obtained by extracting clean,
fresh, trimmed bones of animals in good
health at the time of slaughter, with
bolling water and concentrating the
liquid portion by evaporation after re-
moval of the fat, and shall contain not
less than seventy-flve (75) percent of
totalsolids.

(xviif) Fluid bone extract shall be
identical with bone extract except that
it shall be concentrated to a lower degree
and contain not more than seventy-five
(75) and not less than fifty (50) percent
of total solids.

(xix) Meat juice shall be the fluid por-
tion of muscle fibre obtained by pres-
sure or otherwise, and may be concen-
trated by evaporation at a temperature
below the coagulating point of the solu-
ble proteins. The solids shall contain
not more than fifteen (15) percent of
ash, not more than two and five-tenths
(2.5) percent of sodium chloride (calcu-
lated from the total chlorine present),
not more than four (4) and not less than
two (2) percent of phosphoric acid
(P;O,), and not less than twelve (12)
percent of nitrogen. The nitrogenous
compounds shall contain not less than
thirty-five (35) percent of coagulable
proteins and not more than forty (40)
percent of meat bases.

(xx) Peptones shall be products pre-
pared by the digestion of protein mate-
rial by means of enzymes or otherwise,
and shall contain not less than ninety
(90) percent of proteoses and peptones.

(xx{) Gelatin (edible gelatin) shall be
the purified, dried, inodorous product of
the hydrolysis by treatment with boiling
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water, of certain tissues, as skin, liga-
ments, and bones, from sound animals,
and shall contain not more than two and
six-tenths (2.6) percent of ash and not
less than eighty-two (82) percent of
ash free solids.

(xxil) Lard shall be the rendered fat
from hogs in good health at the time of
slaughter, shall be clean, free from
rancidity, and contaln, necessarily in-
corporated in the process of rendering,
not more than one (1) percent of sub-
stance other than fatty acids and far.

(xxiii) Leaf lard shall be lard rendered
at moderately high temperature from the
internal fat of the abdomen of the hog,
excluding that adherent to the intes-
tines, and shall have an lodine number
not greater than sixty-five (65) and con-
tain not more than one (1) percent of
substances other than fatty aclds and
fat.

(xxiy) Compound Iard, lard com-
pound, ete., shall be a mixture of animal
and vegetable fats and oils, It shall be
free from rancidity, be made from sound
and pure materials and contain not more
than one (1) percent of substances other
than fatty acids and fat, and at least
filty-one (51) percent of actual lard shatl
be present in the article,

(xxv) Processed lard shall be the food
product made by adding to lard a small
proportion of a stabilizer consisting of
one or more of the following ingredients:
gum gualacum; vegetable ofl containing
tocopherols; lecithin; citric acld, tartaric
acld, ascorble acid; and propyl gallate.
Such stabllizers, singly or in combina-
tion, shall not exceed two-tenths of one
(0.2) percent by welght of the finished
product, except propyl gallate which
shall not exceed one-hundredth of one
(0.01) percent by weight of the finished
product. The label or marking of every
package or container in which processed
lard is offered for sale shall display a
statement In immediate conjunction
with the name of the product naming
the sta?luux- e, g "Contains propyl

(xxvl) Meat byproducts shall be the
clean, sound, edible parts other than
meat, derived from one or, more animals
healthy at the time of slaughter and
shall include the tissue residues from the
proceses whereby edible fats are ren-
dered.

(xxvil) Prepared meat byproducts
shall be wholesome articles made wholly
or in part from comminuted meat by-
products with or without cereal, season-
ing, common salt, sugar, saltpeter, wood
smoke, vinegar, acetic acid, spices, alco-
hol, refined sodium nitrate and refined
sodium nitrite (not to exceed 200 parts
per million In the finished product). All
prepared meat byproducts shall be
clearly and distinctly labeled as such,

(5) Canada prohibits the importation
or introduction into that country, either
dlrect or via other countries, of meat and
meat byproducts, other than cooked
canned meats, cook canned meat by-
products, edible tallow, and oleo stearin
from countries in which foot-and-mouth
disease, or rinderpest, has been known
to exist during the preceding twelve (12)
months.

(6) The marks of inspection shall be
placed on each ham, shoulder, back,
belly, and loin of hog carcasses, wiether
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split or unsplit, exported from the
United States to Canada. Care should
be token that such marks be applied so
that they will be clearly legible upon ar-
vival at destination,

(b) France. Pork livers which have
not been refrigerated at a temperature
of 15" below 0° C. for twenty (20) days
are eligible for Importation into France
only when destined to pate de foie
factories.

{¢c) Great Britain, (1) Only edible or-
gans which upon visual examination are

found without blemish are permitted ex--

portation to Great Britain.

(2) Except for meat prepared for a
Federal agency for export, the use of
borax on meat shipped from the United
States for consumption in England,
Wales, and Scotland, is prohibited.
However, preservative certifientes may
be issued at exporter’s risk for meat
packed in borax which is shipped to Eng-
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land, Wales, and Scotland: Provided,
That for each consignment the exporter
shows on his application Form MI 413-5
that the meat is intended for reexport
from England, Wales, and Scotland, in
accordance with the British regulations.

(3) The lymphatic glands and/or se-
rous membranes are required to be in
close anatomical relationship to fresh
meat cuts imported into England and
Wales.

(4) In order to Insure uniformity of
practice in administering the regulations,
the Association of Port Sanitary Author-
ities of the British Isles has considered
certain cuts of imported meat in regard
to which difficulties might arise and
adopted recommendations as to the in-
clusion in stich cuts of the lymphatic
glands and/or serous membrane in close
anatomical relationship thereto, The
1ist of cuts and recommendations is as
follows:

-

Porx Curs

Cut

* Recommendation

A, C, hams; pork 1eg8. e ceaeee All pork hams should have the popliteal gland, the
superficial Inguinal or supra-mammary glands in situ.

Bellles; Cumberiand oldes. o oeeno

Should have both pleura and peritonéum in situ.

Pork 10N e e me e +-= The pleura, peritoneum and the renal and lumbar lyme-
phatic glands should be left in situ.

Plenics; Boston butis (boneless);
Boston butts (bone in); pork
yoists; boneless shoulders.

Back fat

These are cuts from the shoulder and the prescapular
gland should be left in situ.

Consiste entirely of the rind and fat from the back.
There ure no lean, no bone, and no glands,

Complies

with the regulations and should be admitted.

Brzy Axp Murron Curs

With bone
Boef DUOCK e vnccnecnncme

Recommendation

The popliteal lymphatic gland and the superficial in-

guinal or supra-mammary gland should be left In situ,

Half of the prescapular gland should be left in situ.
The pleura and the dorso-costal iymphatic glands should

bo left In aitu.
Rib and pONY-cescmmesnnsnscnnnes Half the prescapular gland, the dorso-costal lymphatic
giands and the pleura should be left in situ.

Rump and 1000 cccaeecemeec e ian

The cut should be made through the precrural lymph

gland g0 that part of this gland is avallable for in-
spection in this cut, the other part being Included In

the thick flank.

In addition the illac, lumbar, and

renal lymphatic glands, the peritoneum and as far as
posaible half of the ischiatio Jymph gland should be
left In sita.

Baddie of MULLON. ccvnnna v I L Sas

The lliac, lumbar, renal glands and the peritoneum

should be Jeft In situ.

Without bone
Beel fillets; tenderloing. e eeea

Recommendation

Ehould be accepted in apite of the frot that neither

lymphatic glands nor peritonoum are avallable for
Inspection,

The popliteal gland ahould be loft In situ.
Half the prescapular giand should be included in this

cut. y
(b DRSS S Should be accepted though no giands are avallable for
inspection.
Silverside; topelde. o e eeo... Each should contaln half the popliteal lymphatie gland.
Bizloln  Duttse s cne s i s e Should be accepted though there are no glands or serous

membrane ayvailable for inspection.

Sirloin strips.

: All the pleura belonging to the part and as much peri-

topeum xs possible ghould be left In situ,

Spencer rolls.

In the preparation of this cut the pleura should be in-

. cised down the middle of each rib. The ribs should
then be removed without tearing away any of the
plourn, the cut edgea of which will fall together and
80 leave the whole surface of thls serous membrane
available for inspection.

Thick fank..

Half the precrural lymph gland should be left in situ.

Tongues: ox (short cut); sheep-_.. Should not be trimmed clogely. The fat In which the
submaxillary lymphatic glands e, together with such
glands should be left in situ.

Quarters of beef (fores and hinds). All lymphatic glands and all serous membranes should
be left in thelr natural positions.,

(5) England, Wales, Scotland, and
Northern Ireland prohibit the Importa-
tion of the following:

(1) Scrap meat, that is to say, meat
which consists of scraps, trimmings, or
other pieces (whether with or without
bone), of such shape or in such condl-
tion as to -afford insufficient means of
identificaiion with a definite part of a
careass,

(1) Meat comprising the wall of the
thorax or abdomen from which there has
been detached any part of the pleura or
(except-in the ease of meat derived from
a pig) the peritoneum, other than a part
necessarily ‘removed in preparing the
meat. -~

(i) Meat from which a lymphatic
gland, except a gland necessarily re-
moved in preparing the meat, has been
taken out.

(i) The head of an animal without
the submaxillary gland,

(6) No product from the carcasses of
sheep or lambs showing any lesions of
caseous lymphadenitis will be permitted
export to England, Wales, Scotland, and
Northern Ireland.

(d) Switzerland. Sausage prepared
from frozen meat is Ineligible for impor-
tation into Switzerland,

§ 245 Special requirements as to ani-
mal easings for export to countries
named in this section; certificates,
stamps, handling, efe. (a) A regular
blue animal-casings certificate may be
issued for -animal casings destined to
countries other than Australia, Austria,
Canada, France, Great Britain; Nether-
lands, New Zenland, Poland, and Union
of South Africa, upon request of ex-
porters.

(b) Form MI 415-5 shall be {ssued in
duplicate for animal casings destined to
Australia, Austria, Canada, Poland and
the Union of South Afriea, Upon the
request of the exporter, Form MI 415-5
may be issued to cover animal casings
destined to any foreign country if the
factual knowledge available justifies such
certification.

(¢) Form MI 412-8 shall be issued for
animal casings destined to Algeria and
Belgium. It shall also be issued for ani-
mal casings destined to Poland In addi-
tion to Form MI 415-5,

(d) Belgium: Containers of animal
casings destined to Belgium shall be
marked with the blue export animal cas-~
ing stamp (MI 415-7). Each exporta-
tion shall be covered by a “Sanitary
Certificate in French” (MI 412-8) with
the words “Animal Casings™ substituted
for the word “Products”. The certifi-
cate shall bear the serial number of the
export animal casings .stamps used.
Nodular casings shall be described on
the certificate as “Nodular (not clear)”.

(e) Canada: Animal casings for Can-
ada shall be marked with the name of
the product such as “green hog casings,
“finished beefl bungs,” etc., and & ship-
ping mark In diamond form enclosing
the initial or initials of the exporter.

(f) France: Form MI 412-8 shall be
{ssued in duplicate for each consignment
of animal casings destined to France.
Buch casings must be derived only from
animals which have been U. S. inspected
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and passed. When necessary, inspec-
tors will require aflidavits from exporters
covering the origin of animal casings.
The duplicate copy of the certificate is-
sucd for animal casings shall be retained
{n the station file,

(g) Great Britain: (1) Only animal
casings derived from animals slaugh-
tered in official establishments, which
have been handled in a sanitary manner
and have not been treated with and do
not contain any preservative, coloring,
or other substance not permitted by Part
18 of this subchapter, and which upon
exnmination by Division Inspectors are
found to be fit for sausage containers,
shall be exported to Great Britain,

(2) Inspectors will satisfy themselves
of the origin of the casings through affi-
davit of the exporter, and of the sanitary
handling by examination of the premises
and methods where the casings are
prepared.

(3) The containers of animal casings
for Great Britain shall be marked with
the regular export stamp, but the casings
need not be certified at the time of ex-
port, However, upon request of the ex-
porter, Form MI 415-5 may be issued in
duplicate to cover such exportation.

(h) Ireland: Containers of animal
casings consigned to Ireland shall be
marked with the regular export stamp
(MI 412-10). E=ach exportation shall be
covered by a certificate in the form of
MI 415-5.

(1) Netherlands: Forms MI-415-5
and MI-412-9 shall be issued for animal
casings destined to the Netherlands,

(J) New Zealand: The New Zealand
regulations governing the importation
Into that Dominion of sausage casings
of animal origin provide that these ar-
ticles may be admitted at the ports of
Auckland, Gisborne, Napier, New Plyms-
outh, Wanganui, Wellington, Lyttel-
ton, Timaru, Port Chalmers, Dunedin, or

luff, when accompanied with a certifi-
cate in the following form duly executed
by the exporter and Division inspector:

Form No. 1

(Give name and au-mu)

(Where casings produced or propared)

situnted &t or near

{Glve name of town)
I the country or AIStriot of o e eme- e
In the country or Stat6 0f mo oo oo oo, ’
€0 hiereby solemnly and sincerely declare that
the saumage casings more particularly de-

;Nbcd bolow to be shipped bY - i

Rt TP

céived ante-mortem and post-mortem vet~
trinnry inspection st the time of slaughter;

(D) Were found to be healthy and In every
Way sultable for human consumption;

(€} Are sound, healthful, wholesome, and
Otherwise fit for human consumption;

(4} Have not been treated with chemical
Preservatives or other foreign substances in-
Jarlous to health;

(¢) Have
Tantiar: mdbeen bhandled only in » sanitary

1) Were not exposed to contagion, prior
wcxmmt.lon.

No.249—13
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DYACRIFTION OF CANINGS

Number and de- of | Brandsand
w:::pw D‘m’ marks

And I make this solemn declaration con-
sclentiously belleving thoe same to be true,
and by virtue of the provisions of oo

(State here under what statutory provisions

the declaration is made)
Signed
Declared at ... this
day of 19...,
before me,

Signed

N. B~In any British country the dec-
laration ia to be made before a justice of the
peace, notary public, or other person au-
thorized to take it. In any country outside
the British Emplre tho declaration is to be
made before a British counsul or vice consul,
or before any other authorized person.)

Fosxt No, 2

Government Veterinarian's Certificate to Ac-
company Sausage Casings to New Zealand

B e it e s ot g a duly
qualified veterinarian, now employed by the
Government of hereby
cortify that I have no reason to doubt the
correctness of the above declaration in any

Vo ek Al B . this
19...

Veterinary Inspector In Charge,
Meat-Inspection Division.

Accordinply, a certificate as a single
document, including Form No. 1 and
Form No. 2, as above specified, shall be
furnished in duplicate fully executed by
the exporier and Division Inspector in
charge for each consignment of sausage
casings of animal origin destined to New
Zealand. The certificate forms shall be
supplied by the exporter. The wording of
the certificate limits certification to cas-
ings derived from animals slaughtered in
official establishments and handled only
in a sanitary manner. Inspectors will
satisly themselves of the origin of the
casings and the sanitary handling there-
of before issuing certificates. Further-
more, all such casings intended for ex-
portation to New Zealand shall first be
examined by Division inspectors and only
those found fit for use as sausage con-
tainers in official establishments shall be
certified. A copy of each certificate
shall be placed in the station file.

$248 Erport casings, bdladders,
hoofs, horns, grease and similar inedible
animal products. Numbered inedible-
product stamps and certificates of a dis-
tinctive color may be Issued, upon re-
quest of the shipper, for export shipments
of casings, bladders, hoofs, horns, grease,
and similar inedible animal products.

§247T Uninspected tallow, stearin,
oleo oil, ete.; not to be exported unless
exporter certifles as inedible. No tallow,
stearin, oleo ofl, or the rendered fat de-
rived from cattle, sheep, swine, or goats,
that has not been inspected, passed, and
marked in compliance with the regula-
tions in Parts 1 through 29 of this sub-
chapter shall be exported, unless the
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shipper files with the collector of cus-
toms at the port from which the export
shipment is made a certificate by the
exporter that such article is inedible,

§ 248 Product packed with preserva-
tive for export; required stamps and cer-
tificates; afiiving and removal of stamps.
(a) Numbered stamps and certificates of
a distinctive color, known as preservative
stamps and certificates, shall be issued
to identify all articles prepared or packed
with preservatives Tor export. The
stamps shall be securely affixed to con-
tainers of the article before they leave
the establishment, in the manner pre-
scribed by § 241 (b). Unless, upon spe-
cial application to him, the Director of
Division shall otherwise direct, the
certificates shall be issued before the
articles leave the establishment, and
shall be issued and used in the same way
and shall serve the same purposes, re-
spectively, as the certificates Issued pur-
suant to § 24.2. .

(b) Prior to export, no preservative
stamp required by this section shall be
detached from the container except un-
der the personal supervision of a Division
employee. If the preservative stamp Is
detached, then the article in the con-
tainer shall be handled in accordance
with the provisions of §188 of this
subchapter. =

PART 25—TRANSPORTATION

Interstate or forelgn transportation
prohibited without certificate; im-
ported articles prior to inspection
excepted if handled under seals,

Parcel post and ferries deemed
carriers,

Certifionte for product transported
within the United States as part of
forelgn movement,

Shipments by jobbers, wholesalors
and others; breaking bulk, repoack-
ing, shipping, ete,

Porm of ceortificate for Interstate or
foreign shipment of Inspected
product.

Unmarked Inspected product may be
tranpported in sealed cars between
officlal establishments for further
proceasing; transportation by truck,
WEgon, ¢t¢., under heal; breaking of
- seals,

Shipment of paunches between of-
ficial establishments under seal.

Loading or unlpading product in
sealed rallrond oars, trucks, wegons,
ete, en route prohibited,

Shipments of product requiring spe-
cinl supervision between official
establishments in sealed cnrs,
trucks, wagons, ete,

Exemption; certificate for shipment
of uninspected product.

Farmers; certificate for shipment of
uninspected product.

Waybllls, transfer bilia, etc., evidénce
of proper certification required for
shipment by connecting carrier;
form of statement,

Returned products; requirements per-
taining to.

Penaturing of uninspected or in-
spected meat known to be unsound,
grease, ete,, required prior to ship-
ment; certificate for shipment;
statement to eppear on waybills,
ete, of connecting carrler.

Certificates to be filed and retained by
carriers for one year.

2857
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Sec,

2516 Diverting of shipments, breaking of
seals and reloading by oarrier in
emergency; reporting to Directar of
Divislon.

2517 Provisions in this part do not apply
to spetimens for laboratory examdi-
nation, ete., or to inedible articlea
not having physical characteristics
of edible products,

Avrmonrry: §§ 2061 to 2517 lssued under

34 Stat. 1264, sec, 308, 46 Siat, 680; 19

U. 8, C. 1808, 21 U. 8. C. 89.

$25.1 Interstate or foreign transpor-
tation prohibited without certificate; im-
ported articles prior to inspection ex-
cepted if handled under seals! No
carrier shall transport or receive for
transportation from one State or Terri-
tory or the District of Columbia to an-
other State or Territory or the District
of Columbia, or to any place under the
jurisdiction of the United States, or to a
forelgn country, any article derived
wholly or in part from cattle, sheep,
swine, or goats unlezs and until a cer-
tificate is made and furnished to him in
one of the forms presceribed therefor in
this part: Provided, however, That any
such article offered for importation into
the United States may be transported
and received for transportation from one
State or Territory or the District of Co-
lumbia into another State or Territory
or the District of Columbia, without such
certificate, if such product is conveyed,
prior to inspection, in cars, wagons, ve-
hicles, or packages, sealed with special
import-meat seals of the Department of
Agriculture or with customs or consular
seals as provided in Part 27 of this sub-
chapter.

§ 25.2 Parcel post and ferries deemed
carriers. (a) For the purposes of Parts
1 through 29 of this subchapter, the
United States parcel post shall be deemed.
a carrier, and the proyisions of Parts 1
through 29 of this subchapter relating to
transportation by carrier shall apply, so
far as they may be applicable, to trans-
portation by parcel post,

(b) For the purposes of Parts 1
through 29 of this subchapler, every ferry
and ferry line shall be deemed a carrier,
and the provisions of Parts 1 through 29
of this subchapter relating to transpor-
tation by carrier shall apply to transpor-
tation by ferry or ferry line of any prod-
uct loaded on a truck, wagon, cart, or
other vehicle, or otherwise prepared for
transportation.

§ 253 Certificate for product trans-
ported within the United States as part
of Joreign movement. When any ship-
ment of any product is offered to any
carrier for transportation within the
United States as a part of a foreign
movement, the same certificate shall be
required as if the shipment were des-

* Attention Is directed to the fact that the
Meat Inspection Act prohibits the interstate
transportation of any product which does not
comply with the law or this subchapter, and
makes a violation of the act a criminal of-
fense punishable by a fine of not more than
$10,000 and Imprisonment for not more than
two years. Attention Is also directed to
the additional requirements of Part 24 of
this subchapter, governing export stamps and
certificates, and to §§ 16.16 and 1617 of this
subchapter, :

RULES AND REGULATIONS

tined to a point within the United
States.

§ 264 Shipments by jobbers, whole-
salers and others; breaking bulk, repack-
ing, shipping, efe. (a) Jobbers, whole-
salers, and others who do no slaughter-
ing or processing and who receive prod-
uct which has not been processed other
than under inspection in compliance
with the regulations in Parts 1 through
29 of this subchapter may break bulk, re-
pack, and ship the same in Interstate
commerce under §25.5: Provided, That
each article so shipped bears the inspec-
tion legend and is sound, healthful,
wholesome, and fit for human food at the
time of such shipment,

(b) Jobbers, wholesalers, and others
who do no slaughtering or processing and
who receive product which has not been
processed other than under inspection in
compliance with the regulations in Parts
1 through 20 of this subchapter may ship
such article in interstate commerce un-
der §255 in the original containers in
which the same were received by them:
Provided, That such containers bear the
inspection legend and the articles are
sound, healthful, wholesome, and fit for
human food at the time of such ship-
ment.

(¢) Jobbers, wholesalers, and others
who operate establishments in which
slaughtering or processing is done with-
out the inspection provided for in Paris
1 through 29 of this subchapter and who
recelve product which has not been proc-
essed other than under inspection in
compliance with Parts 1 through 29 of
this subchapter may ip from such
establishment in interstate or foreign
commerce under §25.5 any product
which bears the inspection legend and
is sound, healthful, wholesome, and fit
for human food and has not been proc-
essed, reprocessed, or changed In any
manner s0 as to alter the character of
the product,

(d) Nothing contained in this section
shall be construed as limiting the au-
thority of Divislon employees under other
parts of this subchapter to make inspec~
tions and reinspections of articles bear-
ing marks of inspection.

§25.5 Form of certificate for inter-
stale or foreign shipment of inspected
product, ‘When any product which has
been inspected and passed and bears the
inspection legend is offered to any carrier
for transportation from one State or
Territory or the District of Columbia, to
or through another State or Territory or
the District of Columbia, or to any place
under the jurisdiction of the United
States, or to a foreign country, the car-
rier shall require, and the shipper shall
make and deliver to the carrier, a certifl-
cate in the following form, except as
provided in § 25.6:

Name of carrler ...
Shipper

marked, and at this date are sound, health-
ful, wholesome, and fit for human food,

Kind of product Amount and weight

(Address of ahipper)

The signature of the shipper or of his
agent shall be written in full.  This cer-
tificate may be stamped upon or incor-
porated in any form which i8 ordinarily
used in the transportation of product.
Certificates in this form or copies thereof
need not be forwarded to the Meat In-
spection Divislon at Washington.

§25.6 Unmarked {inspected product
may be transported in scaled cars be-
tween official establishments jor further
processing; transportation by truck,
wagon, ele,, under seal; breaking of seals,
(a) Any product which has been in-
specled and passed may be transported
from one official establishment to any
other official establishment for further
processing without each article being
marked with the ipspection legend, if it
is placed in a railroad car which is
sealed ' by a Division employee with the
official seal of the department bearing
the inspection legend: Provided, That the
receiving establishment has railroad fa-
cilities for unloading the product directly
into the establishment. Unless 25 per-
cent or more of the contents of each car
consists of product not marked with the
inspection legend, transportation will not
be permitted under this paragraph.

() When articles are offered for
transportation under paragraphs (a)
and (¢) of this section, the carrier shall
require, and the shipper shall make and
deliver to the carrier, a certificate in du-
plicate in the following form: *

I O O T L e e v b s i s o
Establishment number of consignor ...~
Polnt of shipment oo v
Establishment number of consignee . .....-
Destination ... s
Car number and INILIAIS oo eaee

I hereby certily that the following de-
scribed meat or meat food products have
been’ U, 8. Inspected and passed by Depart-
ment of Agriculture. They are not marked
“U. 8, Inspected and passed,” but have beed
placed In the above car under the supervi-
slon of an employee of the Ment Inspection
Division and the car has been secaled DY
him with Government seals No&. ... and ...

Kind of product Amount and Weight

--------

——— -

~“(Signature of shipper)

B
e

(Address of shipper)

The signature of the shipper or of his
agent shall be written in full, This cer-
tificate shall be separate and apart from

Point of shipment
Consignee
Destination

I hereby certify that the following de-
scribed meat or meat food products, which
are offered for shipment In interstate or for-
elgn commerce, have been U, S, Inspected and
passed by Department of Agriculture, are so

UAttention s directed to the law which
provides a penalty of fine and imprisonment
for breaking m seal on such cars without
authority,

*For convenlence in filing it ls requested
that these certificates be made on paper
5% x 8 inches in size,
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any waybill, bill of Iading, or other form
ordinarily used in the transportation of
meat. The duplicate certificate shall be
forwarded immediately by the Initial
carrier to the Director of the Meat In-
spection Division, Washington, D. C. If
the product is transported by the shipper
Lhimself a certificate shall nevertheless
be forwarded by him to the Director of
the Meat Inspection Division. For the
purpose of the certificate under this
paragraph, ail articles in cars, trucks,
wagons, ete,, permitted by paragraphs
(a) and (¢) of this section to be sealed
shall be deemed to be “not marked,”

(c) Inspected and passed articlies may
be transported from one official estab-
iishment to any other official establish-
ment for further processing without each
article beinz marked with the inspec-
tion legend In a truck, wagon, etlc., se-
curely sealed by & Division employee with
the official seal of the department bear-
ing the inspection legend, Only vehicles
properly equipped for the purpose may
be sealed under this paragraph. Un-
less 25 percent or more of the contents
of each vehlcle consists of product not
marked with the inspection legend,
transportation will not be permitied un-
der this paragraph.

(d) When shipments are made under
this section, the inspector in charge at
the point of origin shall immediately
notify the inspector In charge at the
point of destination by means of Form
MI 408-1. One copy of the form shall
be placed In a sealed envelope and
tacked, or otherwise securely fastened,
to the inside of one of the doors of the
rallroad car, truck, wagon, etc., and one
copy shall be mailed to the inspector in
charge at destination immediately after
the vehicle has been sealed,

(e) Except as provided in § 25,16 (b),
eeals affixed under this section shall be
broken by Division employees, and no
person other than s Division employee
shall detach, break, change, or tamper
with any such seal in any way whatever,

1257 Shipment of paunches between
official establishments under seal. Cat-
tle and sheep paunches which have been
made clean and from which the mucous
membrane has not been removed may be
transported from one official establish-
ment to another official establishment
for further preparation only under of-
ficlal seal of the department bearing the
inspection legend. When paunches are
offered for transportation under this par-
agraph, the carrier shall require and the
shipper shall make and deliver to the
carrier a certificate In duplicate in the
form set out in §25.6 (b), appropri-
ately modified. If the product is trans-
ported by the shipper himself, a certifi-
cate shall nevertheless be forwarded by
him to the Director of the Meat Inspec-
tion Division,

. 258 Loading or unloading product
in sealed railroad cars, trucks, wagons,
elc., en route prohibited. Unloading
broduct from a sealed railrond ear,
‘ruck, wagon, etc., containing unmarked
broduct or loading product or any other
commodity in the vehicle while en route
from one official to another official es=
tablishment is not permitted.

FEDERAL REGISTER

$§259 Shipments of product requir-
ing special supervision bettween official
establishments in sealed cars, frucks,
wagons, ete. (n) Products requiring
special supervision, such as product
passed for cooking, pork that has been
refrigerated to destroy trichinae, and
beef that is to be refrigerated to de-
stroy cysticerci, may be shipped loose

- from one official establishment to any

other official establishment, for further
treatment, in sealed raflroad cars, trucks,
wagons, ete.: Provided, That there is no
other product in the vehicle: And pro-
vided further, That In the case of cars,
the receiving establishment has railroad
facilities for unloading the product di-
rectly into the establishment,

(b) When such restricted product Is
shipped from one official establishment
to another official establishment in the
same railrond car, truck, wagon, etc,
with other product, such restricted prod-
uct shall be packed in individunl closed
containers and the containers sealed in
aecordance with 518,10 (e) of this sub-
chapter, and marked “U. S. passed for
cooking” or “pork product ——* F, —
days refrigeration™ or “beef passed for
refrigeration,” as the case may be. In

“addition, a “U, 8. retalned” tag shall

be securely aflixed to each container of
product passed for cooking and of beef
passed for refrigeration. The car, truck,
wagon, ete,, should not be scaled unless
at least 25 percent of the other meat in
the vehlele s unmarked.

(¢) When a shipment is made In a
sealed ear, truck, wagon, ete., under this
section, the inspector in charge at the
point of origin shall immediately notify
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the inspector in charge at point of desti-
nation in accordance with instructions
in § 25.6 (d). When a shipment is made
under this section in properly sealed and
marked closed containars, the inspector
in charge at point of origin shall im-
medintely notify the inspector in charge
at destination by means of an appropri-
ately modified Form MI 408-1, furnish-
ing complete information,

(d) When articles are offered for
transportation under this section, the
carrier shall require and the shipper
shall make and deliver to the carrier n
certificate in duplicate in the form set
out in § 25.6 (), appropriately modified.
If the product Is transported by th