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This section of the FEDERAL REGISTER
contains regulatory documents having general
applicability and legal effect, most of which
are keyed to and codified in the Code of
Federal Regulations, which is published under
50 titles pursuant to 44 U.S.C. 1510.

The Code of Federal Regulations is sold by
the Superintendent of Documents. Prices of
new books are listed in the first FEDERAL
REGISTER issue of each week.

DEPARTMENT OF ENERGY

10 CFR Parts 708 and 710
RIN 1992-AA36

Hearing Officer and Administrative
Judge

AGENCY: Office of Hearings and Appeals,
Department of Energy (DOE).

ACTION: Final rule; technical
amendments.

SUMMARY: DOE is amending its
regulations which set forth the
procedures for processing complaints by
employees of DOE contractors alleging
retaliation by the employers for
disclosure of certain information, for
participation in congressional
proceedings, or for refusal to participate
in dangerous activities, and which set
forth the procedures for resolving
questions concerning eligibility for DOE
authorization to access classified matter
or special nuclear material by replacing
the term “Hearing Officer”” with
“Administrative Judge.”

DATES: This rule is effective on August
23, 2013.

FOR FURTHER INFORMATION CONTACT: Poli
A. Marmolejos, Director, Office of
Hearings and Appeals, HG—1, 1000
Independence Avenue SW, Washington,
DC 20585; Poli.Marmolejos@hq.doe.gov;
202-287-1566.

SUPPLEMENTARY INFORMATION:

I. Introduction

Regulations at 10 CFR part 708 set
forth the procedures for processing
complaints by employees of DOE
contractors alleging retaliation by their
employers for disclosure of information
concerning danger to public or worker
health or safety, substantial violations of
law, or gross mismanagement; for
participation in congressional
proceedings; or for refusal to participate
in dangerous activities. Various DOE

personnel are assigned specific duties in
this process. Currently, whenever the
parties fail to resolve complaints
informally and the complainant requests
a hearing under § 708.21, a “hearing
officer” presides over an evidentiary
administrative hearing.

Regulations at 10 CFR part 710 set
forth the criteria and procedures for
resolving questions concerning
eligibility for DOE access authorization
(or security clearance). Various DOE
personnel are assigned specific duties in
this process. Currently, a “hearing
officer” presides over an evidentiary
administrative review hearing when an
applicant for, or holder of, access
authorization requests such a hearing
under § 710.21.

Personnel in other agencies of the
Federal Government who perform
identical or similar duties, both in the
specific contexts of adverse employment
actions and security clearance and in
other areas, are commonly referred to as
“Administrative Judges.”

To accurately recognize the
adjudicative duties performed by DOE
hearing officers under parts 708 and
710, and for greater consistency with the
title employed by other Federal agencies
for positions that carry the same or
essentially identical duties and
responsibilities, this final rule replaces
all references to the term ‘“Hearing
Officer,” in both parts, with the term
“Administrative Judge.”

The regulatory amendments in this
final rule do not alter substantive rights
or obligations under current law.

II. Procedural Requirements

A. Review Under Executive Orders
12866 and 13563

It has been determined that this
nomenclature change is not “a
significant regulatory action,” as
defined in Executive Order 12866,
“Regulatory Planning and Review,” 58
FR 51735 (October 4, 1993).
Accordingly, this action is not subject to
review under Executive Order 12866 by
the Office of Information and Regulatory
Affairs of the Office of Management and
Budget (OMB).

DOE has also reviewed this regulation
pursuant to Executive Order 13563 (76
FR 3281 (Jan. 21, 2011)). Executive
Order 13563 is supplemental to, and
explicitly reaffirms the principles,
structures, and definitions governing,
the regulatory review established in

Executive Order 12866. To the extent
permitted by law, agencies are required
by Executive Order 13563 to: (1)
Propose or adopt a regulation only upon
areasoned determination that its
benefits justify its costs (recognizing
that some benefits and costs are difficult
to quantify); (2) tailor regulations to
impose the least burden on society,
consistent with obtaining regulatory
objectives, taking into account, among
other things, and to the extent
practicable, the costs of cumulative
regulations; (3) select, in choosing
among alternative regulatory
approaches, those approaches that
maximize net benefits (including
potential economic, environmental,
public health and safety, and other
advantages; distributive impacts; and
equity); (4) to the extent feasible, specify
performance objectives, rather than
specifying the behavior or manner of
compliance that regulated entities must
adopt; and (5) identify and assess
available alternatives to direct
regulation, including providing
economic incentives to encourage the
desired behavior, such as user fees or
marketable permits, or providing
information upon which choices can be
made by the public.

DOE emphasizes as well that
Executive Order 13563 requires agencies
to use the best available techniques to
quantify anticipated present and future
benefits and costs as accurately as
possible. In its guidance, the Office of
Information and Regulatory Affairs has
emphasized that such techniques may
include identifying changing future
compliance costs that might result from
technological innovation or anticipated
behavioral changes. DOE believes that
today’s rule is consistent with the
principles of Executive Order 13563.

B. Administrative Procedure Act

The regulatory amendments in this
notice of final rulemaking reflect a
nomenclature change that relates solely
to internal agency organization,
management, and personnel. As such,
pursuant to 5 U.S.C. 553(a)(2), this rule
is not subject to the rulemaking
requirements of the Administrative
Procedure Act, including the
requirements to provide prior notice
and an opportunity for public comment
and a 30-day delay in effective date.
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C. Review Under the Regulatory
Flexibility Act

The Regulatory Flexibility Act (5
U.S.C. 601 et seq.) requires preparation
of an initial regulatory flexibility
analysis for any rule that by law must
be proposed for public comment, unless
the agency certifies that the rule, if
promulgated, will not have a significant
economic impact on a substantial
number of small entities. As this rule of
agency organization, management, and
personnel is not subject to the
requirement to provide prior notice and
an opportunity for public comment
under 5 U.S.C. 553 or any other law,
this rule is not subject to the analytical
requirements of the Regulatory
Flexibility Act.

D. Review Under the Paperwork
Reduction Act

This final rule does not impose a
collection of information requirement
subject to the Paperwork Reduction Act
(44 U.S.C. 3501 et seq.).

E. Review Under the National
Environmental Policy Act

DOE has concluded that promulgation
of this rule will not individually or
cumulatively have a significant impact
on the human environment, as
determined by DOE’s regulations
implementing the National
Environmental Policy Act of 1969 (42
U.S.C. 4321 et seq.). Specifically, this
rule amends existing regulations
without changing the environmental
effect of the regulations being amended,
and, therefore, is covered under the
Categorical Exclusion in paragraph A5
of Appendix A to subpart D, 10 CFR
part 1021. Accordingly, neither an
environmental assessment nor an
environmental impact statement is
required.

F. Review Under Executive Order 13132

Executive Order 13132, “Federalism,”
64 FR 43255 (August 4, 1999) imposes
certain requirements on agencies
formulating and implementing policies
or regulations that preempt State law or
that have federalism implications.
Agencies are required to examine the
constitutional and statutory authority
supporting any action that would limit
the policymaking discretion of the
States and carefully assess the necessity
for such actions. The Executive Order
also requires agencies to have an
accountable process to ensure
meaningful and timely input by State
and local officials in the development of
regulatory policies that have federalism
implications. On March 14, 2000, DOE
published a statement of policy
describing the intergovernmental

consultation process it will follow in the
development of such regulations (65 FR
13735). DOE has determined that this
final rule does not preempt State law
and does not have a substantial direct
effect on the States, on the relationship
between the national government and
the States, or on the distribution of
power and responsibilities among the
various levels of government. No further
action is required by Executive Order
13132.

G. Review Under Executive Order 12988

With respect to the review of existing
regulations and the promulgation of
new regulations, section 3(a) of
Executive Order 12988, “Civil Justice
Reform” (61 FR 4729, February 7, 1996),
imposes on Federal agencies the general
duty to adhere to the following
requirements: (1) Eliminate drafting
errors and ambiguity; (2) write
regulations to minimize litigation; and
(3) provide a clear legal standard for
affected conduct rather than a general
standard and promote simplification
and burden reduction. Section 3(b) of
Executive Order 12988 specifically
requires that Executive agencies make
every reasonable effort to ensure that the
regulation: (1) Clearly specifies the
preemptive effect, if any; (2) clearly
specifies any effect on existing Federal
law or regulation; (3) provides a clear
legal standard for affected conduct
while promoting simplification and
burden reduction; (4) specifies the
retroactive effect, if any; (5) adequately
defines key terms; and (6) addresses
other important issues affecting clarity
and general draftsmanship under any
guidelines issued by the Attorney
General. Section 3(c) of Executive Order
12988 requires Executive agencies to
review regulations in light of applicable
standards in section 3(a) and section
3(b) to determine whether they are met
or it is unreasonable to meet one or
more of them. DOE has completed the
required review and determined that, to
the extent permitted by law, this final
rule meets the relevant standards of
Executive Order 12988.

H. Review Under the Unfunded
Mandates Reform Act of 1995

Title II of the Unfunded Mandates
Reform Act of 1995 (Pub. L. 104—4)
requires each Federal agency to assess
the effects of a Federal regulatory action
on State, local, and tribal governments,
and the private sector. DOE has
determined that today’s regulatory
action does not impose a Federal
mandate on State, local, or tribal
governments or on the private sector.

L. Review Under the Treasury and
General Government Appropriations
Act, 1999

Section 654 of the Treasury and
General Government Appropriations
Act, 1999 (Pub. L. 105-277) requires
Federal agencies to issue a Family
Policymaking Assessment for any rule
that may affect family well-being. This
final rule will not have any impact on
the autonomy or integrity of the family
as an institution. Accordingly, DOE has
concluded that it is not necessary to
prepare a Family Policymaking
Assessment.

J. Review Under the Treasury and
General Government Appropriations
Act, 2001

The Treasury and General
Government Appropriations Act, 2001
(44 U.S.C. 3501, et seq.) requires that
agencies review disseminations of
information to the public under
guidelines established by each agency
pursuant to general guideline issued by
OMB. OMB’s guidelines were published
at 67 FR 8452 (February 22, 2002), and
DOE’s guidelines were published at 67
FR 62446 (October 7, 2002). DOE has
reviewed this final rule under the OMB
and DOE guidelines and has concluded
that it is consistent with those
guidelines.

K. Review Under Executive Order 13211

Executive Order 13211, ‘““Actions
Concerning Regulations That
Significantly Affect Energy Supply,
Distribution, or Use,” 66 FR 28355 (May
22, 2001), requires Federal agencies to
prepare and submit to the Office of
Information and Regulatory Affairs
(OIRA) of the Office of Management and
Budget, a Statement of Energy Effects for
any proposed significant energy action.
A “significant energy action” is defined
as any action by an agency that
promulgated or is expected to lead to
promulgation of a final rule, and that:
(1) Is a significant regulatory action
under Executive Order 12866, or any
successor order; and (2) is likely to have
a significant adverse effect on the
supply, distribution, or use of energy, or
(3) is designated by the Administrator of
OIRA as a significant energy action. For
any proposed significant energy action,
the agency must give a detailed
statement of any adverse effects on
energy supply, distribution, or use
should the proposal be implemented,
and of reasonable alternatives to the
action and their expected benefits on
energy supply, distribution, and use.
This final rule is not a significant energy
action. Accordingly, DOE has not
prepared a Statement of Energy Effects.
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L. Congressional Notification

As required by 5 U.S.C. 801, DOE will
submit to Congress a report regarding
the issuance of today’s final rule. The
report will state that it has been
determined that the rule is not a “major
rule” as defined by 5 U.S.C. 804(2).

M. Approval by the Office of the
Secretary of Energy

The Office of the Secretary of Energy
has approved the issuance of this final
rule.

List of Subjects

10 CFR Part 708

Administrative practice and
procedure, Government contracts,
Whistleblowing.

10 CFR Part 710

Administrative practice and
procedure, Classified information,
Government contracts, Government
employees, Nuclear materials.

Issued in Washington, DC, on August 19,
2013.
Poli A. Marmolejos,
Director, Office of Hearings and Appeals.

For the reasons stated in the
preamble, DOE amends parts 708 and
710 of chapter III, title 10, Code of
Federal Regulations, as set forth below:

PART 708—DOE CONTRACTOR
EMPLOYEE PROTECTION PROGRAM

m 1. The authority citation for part 708
continues to read as follows:

Authority: 42 U.S.C. 2201(b), 2201(c),
2201(1), and 2201(p); 42 U.S.C. 5814 and
5815; 42 U.S.C. 7251, 7254, 7255, and 7256;
and 5 U.S.C. Appendix 3.

§§708.2, 708.24, 708.25, 708.26, 708.27,
708.28, 708.30, 708.31, and 708.32
[Amended]

m 2. Sections 708.2 (definition);
708.24(b); 708.25; 708.26; 708.27;
708.28(b); 708.30; 708.31; and 708.32(a)
and (c) are amended by removing the
words “Hearing Officer”” and adding in
their place the words “Administrative

Judge”.

PART 710—CRITERIA AND
PROCEDURES FOR DETERMINING
ELIGIBILTY FOR ACCESS TO
CLASSIFIED MATTER OR SPECIAL
NUCLEAR MATERIAL

m 3. The authority citation for part 710
continues to read as follows:

Authority: 42 U.S.C. 2165, 2201, 5815,
7101, et seq., 7383h-1; 50 U.S.C. 2401 et seq.;
E.O. 10450, 3 CFR 1949-1953 comp., p. 936,
as amended; E.O. 10865, 3 CFR 1959-1963
comp., p. 398, as amended, 3 CFR Chap. IV;
E.O. 13526, 3 CFR 2010 Comp., pp. 298-327

(or successor orders); E.O. 12968, 3 CFR 1995
Comp., p. 391.

§§710.5,710.21, 710.22, 710.25, 710.26,
710.27, 710.28, 710.29, 710.30, 710.32,
710.34, and 710.35 [Amended]

m 4. Sections 710.5(a); 710.21(b)(3)(ii)
and (6) through (8); 710.22(a)(1) through
(3); 710.25 section heading and (b)
through (f); 710.26(a) through (k), (1)
introductory text, (1)(2)(ii), and (p);
710.27; 710.28 section heading, (a)(1)
and (4), (b) introductory text, (b)(3), and
(c) introductory text; 710.29(i);
710.30(b)(1) and (2); 710.32(a) and (b)
introductory text; 710.34; and 710.35 are
amended by removing the words
“Hearing Officer” and adding, in their
place, the words “Administrative
Judge”.

[FR Doc. 2013-20597 Filed 8-22-13; 8:45 am]
BILLING CODE 6450-01-P

FEDERAL RESERVE SYSTEM

12 CFR Part 246
[Regulation TT; Docket No. R-1457]
RIN 7100-AD-95

Supervision and Regulation
Assessments for Bank Holding
Companies and Savings and Loan
Holding Companies With Total
Consolidated Assets of $50 Billion or
More and Nonbank Financial
Companies Supervised by the Federal
Reserve

AGENCY: Board of Governors of the
Federal Reserve System.

ACTION: Final rule.

SUMMARY: The Board of Governors of the
Federal Reserve System (Board) is
adopting a final rule to implement
section 318 of the Dodd-Frank Wall
Street Reform and Consumer Protection
Act (Dodd-Frank Act). Section 318
directs the Board to collect assessments,
fees, or other charges equal to the total
expenses the Board estimates are
necessary or appropriate to carry out the
supervisory and regulatory
responsibilities of the Board for bank
holding companies and savings and
loan holding companies with total
consolidated assets of $50 billion or
more and nonbank financial companies
designated for Board supervision by the
Financial Stability Oversight Council.
DATES: Effective date: The final rule is
effective October 25, 2013.

FOR FURTHER INFORMATION CONTACT:
Mark Greiner, Senior Supervisory
Financial Analyst (202-452-5290),
Nancy Perkins, Assistant Director (202—
973-5006), or William Spaniel, Senior

Associate Director (202—452—3469),
Division of Banking Supervision and
Regulation; Laurie Schaffer, Associate
General Counsel (202-452-2272), or
Michelle Moss Kidd, Attorney (202—
736-5554), Legal Division; Board of
Governors of the Federal Reserve
System, 20th and C Streets NW.,
Washington, DC 20551. Users of
Telecommunication Device for the Deaf
(T'TD) only, contact (202) 263-4869.
SUPPLEMENTARY INFORMATION:

Table of Contents

L. Introduction
II. Description of the Final Rule
A. Key Definitions
1. Assessed Companies
2. Total Assessable Assets
3. Assessment Periods
4. Assessment Basis
B. Apportioning the Assessment Basis to
Assessed Companies
1. Apportionment Based on Size
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Procedure
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D. Revisions to the FR Y-7Q
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B. Paperwork Reduction Act Analysis
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1. Introduction

On April 18, 2013, the Board
published in the Federal Register a
notice of proposed rulemaking (the NPR
or the proposal) seeking public
comment on the Board’s proposal to
implement section 318 of the Dodd-
Frank Act.? Section 318 directs the
Board to collect assessments, fees, or
other charges (assessments) from bank
holding companies (BHCs) and savings
and loan holding companies (SLHCs)
with $50 billion or more in total
consolidated assets, and from nonbank
financial companies designated by the
Financial Stability Oversight Council
(Council) pursuant to section 113 of the
Dodd-Frank Act for supervision by the
Board (Board-supervised nonbank
financial companies), (collectively,
assessed companies), equal to the
expenses the Board estimates are
necessary or appropriate to carry out its
supervision and regulation of those
companies. The proposed rule outlined
the Board’s assessment program,
including how the Board would: (a)
Determine which companies are
assessed companies for each calendar-
year assessment period, (b) estimate the
total expenses that are necessary or
appropriate to carry out the supervisory
and regulatory responsibilities to be

178 FR 23162 (April 18, 2013).
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covered by the assessment, (c)
determine the assessment for each
assessed company, and (d) bill for and
collect the assessment from the assessed
companies.

The proposal provided that each
calendar year would be an assessment
period (assessment period) and that a
BHC or SLHC would be an assessed
company for that assessment period if
the company’s average total
consolidated assets over the assessment
period met or exceeded $50 billion, and
a nonbank financial company would be
an assessed company if it was a Board-
supervised nonbank financial company
on December 31 of the assessment
period. The Board proposed to notify
assessed companies of the amount of
their assessment no later than July 15 of
the year following each assessment
period. After an opportunity for appeal,
each assessed company would have
been required to pay its assessment by
September 30 of the year following the
assessment period. The Board proposed
to collect assessments beginning with
the 2012 assessment period.

The Board received 16 comments on
the NPR from industry associations,
companies, individuals, and members of
the U.S. Congress. Certain commenters
expressed concerns with the Board’s
methodology for allocating its expenses
among assessed companies, as well as
with the Board’s determination of its
assessment basis. Commenters also
criticized the Board’s methodology for
assessing Board-supervised nonbank
financial companies and SLHCs that are
predominantly insurance companies. A
more detailed discussion of the
comments on particular aspects of the
proposal is provided in the remainder of
this preamble.

IL. Description of the Final Rule
A. Key Definitions
1. Assessed Companies

The proposed rule would have
defined assessed companies to be BHCs
and SLHCs with total consolidated
assets of $50 billion or more and Board-
supervised nonbank financial
companies. In particular, for each
assessment period, assessed companies
were defined as:

e A company that, on December 31 of
the assessment period, is a top-tier BHC,
as defined in section 2 of the Bank
Holding Company Act,? other than a
foreign BHC, that has total consolidated
assets of $50 billion or more as
determined based on the average of the
BHC'’s total consolidated assets reported
for the assessment period on its

212 U.S.C. 1841(a).

Schedule HC—Consolidated Balance
Sheet of the BHC’s Consolidated
Financial Statements for Bank Holding
Companies (FR Y-9C);

e A company that, on December 31 of
the assessment period, is a top-tier
SLHC, as defined in section 10 of the
Home Owners’ Loan Act,3 other than a
foreign SLHC, that has total
consolidated assets of $50 billion or
more as determined based on the
average of the SLHC’s total consolidated
assets reported for the assessment
period on the SLHC’s FR Y-9C, or on
the SLHC’s Quarterly Savings and Loan
Holding Company Report (FR 2320), as
applicable 4;

o A foreign company that, on
December 31 of the assessment period,
is a top-tier BHC that has total
consolidated assets of $50 billion or
more as determined based on the
average of the foreign banking
organization’s total consolidated assets
reported for the assessment period on
the Capital and Asset Report for Foreign
Banking Organizations (FR Y-7Q)
submissions 5;

e A foreign company that, on
December 31 of the assessment period,
is a top-tier SLHC that has total
consolidated assets of $50 billion or
more as determined based on the
average of the foreign SLHC'’s total
consolidated assets reported for the
assessment period on regulatory reports
required for the foreign SLHC6; and

312 U.S.C. 1467.

4The FR 2320 form is filed by top-tier savings and
loan holding companies exempt from filing Federal
Reserve regulatory reports, which include the Y-9C
form submitted by BHCs and SLHCs with total
consolidated assets of $500 million or more. Under
the proposal, for multi-tiered BHCs and multi-tiered
SLHCs in which a holding company owns or
controls, or is owned or controlled by, other
holding companies, the assessed company would be
the top-tier, regulated holding company. In
situations where two or more unaffiliated
companies control the same U.S. bank or savings
association and each company has average total
consolidated assets of $50 billion or more, each of
the unaffiliated companies would be designated an
assessed company. Generally, a company has
control over a bank, savings association, or
company if the company has (a) ownership, control,
or power to vote 25 percent or more of the
outstanding shares of any class of voting securities
of the bank, savings association, or company,
directly or indirectly or acting through one or more
other persons; (b) control in any manner over the
election of a majority of the directors or trustees of
the bank, savings association, or company; or (c) the
Board determines the company exercises, directly
or indirectly, a controlling influence over the
management or policies of the bank, savings
association, or company. See 12 U.S.C. 1841(a)(2)
(BHCs) and 12 U.S.C. 1467a(a)(2) (SLHCs).

5For annual filers of the FR Y-7Q, the proposal
provided that total consolidated assets would be
determined from the foreign banking organization’s
FR Y-7Q annual submission for the calendar year
of the assessment period.

6 At present, there are no foreign savings and loan
holding companies.

¢ A company that is a Board-
supervised nonbank financial company
on December 31 of the assessment
period.

In the proposal, the Board stated that
it believed that relying on the average of
assets reported in the financial reports
submitted over the entire yearly
assessment period, where available,
would reduce volatility in an assessed
company’s assets over the year and
avoid overreliance on any particular
quarter.”

The Board received comments
regarding this aspect of the proposal.
Several comments related to the Board’s
use of generally accepted accounting
principles (GAAP) in determining
whether a company is an assessed
company, noting that state insurance
law and regulations require U.S.
insurance companies to prepare their
financial statements in accordance with
statutory accounting principles (SAP)
and that some of those companies do
not prepare GAAP-based financial
statements in addition to their SAP
statements. Commenters asserted that
the Board should use financial
statements prepared in accordance with
SAP to determine whether a company is
an assessed company so that an assessed
company would not have to expend
significant financial and other resources
in order to provide GAAP financial
statements. In the final rule, for an
assessed company that reports its
consolidated assets under GAAP, the
Board is retaining the requirement that
the determination of that company’s
total consolidated assets will be based
on GAAP accounting requirements.
There are, however, a small number of
companies that only file financial
statements in accordance with SAP and
do not report consolidated financial
statements under GAAP. In response to
the comments received, to avoid
requiring companies that only file
financial statements in accordance with
SAP to undertake the full burden of
preparing GAAP financial statements,
such a company may request that the
Board permit the company to file
quarterly an estimate of its total
consolidated assets, which the Board
will consider. If a U.S.-domiciled
company does not report total

7 A four-quarter average of a company’s total
consolidated assets has also been used in the
definition of a covered company in the notice of
proposed rulemaking establishing enhanced
prudential standards and early remediation
requirements for covered companies, published in
the Federal Register, 77 FR 594 (January 5, 2012),
and the final rulemaking establishing the
supervisory and company-run stress test
requirements for covered companies, published in
the Federal Register, 77 FR 62378 (October 12,
2012).
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consolidated assets in its public reports
or uses a financial reporting
methodology other than GAAP, the
Board may use, at its discretion, any
comparable financial information that
the Board may require from the
company for the determination of
whether the company is an assessed
company.

One commenter stated that the Board
should detail the manner in which
information regarding nonpublic
companies would need to be reported to
the Board for purposes of the
assessment and that, to the extent such
information related to the assessment
process is non-public and exempt from
public disclosure, the Board should
make reference to the rules and
regulations regarding the confidential
treatment of such information. The
Board notes that the information used
for purposes of the assessment, in
general, is the type of information that
is already being provided to the Board.
Moreover, the FR Y-9C, FR Y-7Q), and
FR 2320 reporting forms each provide
that a reporting company may request
confidential treatment if the company
believes that disclosure of specific
commercial or financial information in
the report would likely result in
substantial harm to its competitive
position or that disclosure of the
submitted information would result in
unwarranted invasion of personal
privacy.

A few commenters argued that, when
determining which foreign companies
are subject to assessments, the Board
should not use a foreign company’s
worldwide assets but should instead
only consider the assets associated with
the company’s U.S. operations because
the Board is not the primary supervisor
of foreign companies. Another
commenter asserted that using a foreign
BHC’s worldwide assets to determine
whether it is an assessed company
exposes the company to double
assessment by the Board and the home
country supervisor. Another commenter
recommended that grandfathered
unitary SLHCs should be designated as
assessed companies only if the assets
associated with the savings association
and other financial activities were
greater than $50 billion, and another
asserted that separate accounts held at
insurance companies should be
excluded from total consolidated assets
for purposes of determining whether a
company should be an assessed
company. One commenter argued that
total consolidated assets should not
include foreign affiliates that are
consolidated for accounting and public
reporting purposes.

Section 318 of the Dodd-Frank Act
requires the Board to use total
consolidated assets for BHCs and SLHCs
to determine whether a company should
be an assessed company. In determining
whether a BHC or SLHC meets the $50
billion threshold, section 318 does not
provide a basis for treating foreign
companies that are BHCs or SLHCs
differently from domestic companies or
excluding specific types of assets from
the determination of a company’s total
consolidated assets. The statute states
that BHCs and SLHCs with total
consolidated assets of $50 billion or
greater will be subject to an assessment.
Therefore, the Board is not modifying its
definition of total consolidated assets in
response to these comments.

One commenter asserted that the
proposal does not account for foreign
BHCs that file on an annual basis on
form FR Y-7Q. Expressing concern that
this approach might overstate variations
in asset size, the commenter
recommended that, to treat foreign
BHCs that report total consolidated
assets annually in a similar manner to
assessed companies that report
quarterly, the foreign BHC’s total
consolidated assets should be based on
the average of its total consolidated
assets as reported in the FR Y-7QQ for
the assessment period and the year
immediately preceding the assessment
period. In response to this comment, for
a foreign BHC that files annually, the
Board will average its total consolidated
assets from the FR Y-7Q from the
assessment period and from the FR Y-
7Q) filed for the prior year to determine
whether the foreign BHC is an assessed
company. The Board notes that after the
proposed revisions to the FR Y-7Q
become effective, foreign BHCs that are
assessed companies will file on a
quarterly basis and both foreign and
domestic assessed companies will
generally be determined to be assessed
companies on the basis of a four-quarter
average of total consolidated assets.

Another commenter requested that
the Board index the $50 billion
threshold to inflation; however, section
318 of the Dodd-Frank Act requires the
Board to use a $50 billion threshold and
does not provide for the threshold to be
indexed.

The proposal provided that the
organizational structure and financial
information that the Board will use for
the purpose of determining whether a
company is an assessed company,
including information with respect to
whether a company has control over a
U.S. bank or savings association, will be
that information which the Board has
received on or before June 30 of the year
following that the applicable assessment

period. Because the Board is changing
the date on which it will notify assessed
companies of the assessment to June 30
from July 15, described further below,
the Board is clarifying that all
organizational structure and financial
information must be received by the
Board no later than June 15 to be
consistent with the revised date.

In the final rule, the Board also has
amended the proposal to reserve the
authority to avoid an inequitable or
inconsistent application of the rule.
Other than as noted above, the final rule
adopts the proposed definition of
assessed company without change.

2. Total Assessable Assets

The proposed rule defined the term
“total assessable assets” as the amount
of assets that would be used to calculate
an assessed company’s assessment. In
order to collect assessments that reflect
the expenses of the Board in performing
its role as the consolidated supervisor of
assessed companies, total assessable
assets included total assets for all
activities subject to the Board’s
supervisory authority as the
consolidated supervisor. For a U.S.-
domiciled assessed company, the
proposal provided that total assessable
assets would be the company’s total
consolidated assets of its entire
worldwide operations, determined by
using an average of the total
consolidated asset amounts reported in
applicable regulatory reports for the
assessment period.8 For a Board-
supervised nonbank financial company,
the proposal provided that total
assessable assets would be the average
of the nonbank financial company’s
total consolidated assets as reported
during the assessment period on such
regulatory or other reports as would be
determined by the Board.9 At such time
as a foreign SLHC would become an
assessed company, the proposal
provided that total assessable assets
would be the average of the foreign
SLHC’s total combined assets of U.S.
operations as reported during the
assessment period by the foreign SLHC.

For a foreign BHC, the proposal
provided that the total assessable assets

8For assessed companies that are grandfathered
unitary savings and loan holding companies, the
proposal included only assets associated with its
savings association subsidiary and its other
financial activities in total assessable assets.

9If the Board-supervised nonbank financial
company is a foreign company, the proposal
provided that its assessable assets would be the
average of the company’s U.S. assets as reported
during the assessment period. The Board may
evaluate its methodology for determining total
assessable assets for nonbank financial companies
as the Board gains experience supervising nonbank
financial companies.
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would be equal to the company’s total
combined assets of U.S. operations,1°
including U.S. branches and agencies,
as the Board is the consolidated
supervisor for the company’s U.S.
activities. Foreign BHCs do not
currently submit a single regulatory
reporting form that reports the total
combined assets of their U.S. operations
for which the Board has supervisory and
regulatory authority.1? In order to
determine a foreign BHC’s total
assessable assets for the 2012 and 2013
assessment periods, the proposal
provided that a foreign BHC’s total
assessable assets would be the average
of the total combined assets of U.S.
operations, net of U.S. intercompany
balances and transactions (as
allowed),12 from the regulatory reports
for, specifically:

e Top-tier, U.S.-domiciled BHCs and
SLHCs 13;

e U.S. branches and agencies 14;

10 The proposal provided that a foreign BHC’s
total assessable assets does not include the assets
of section 2(h)(2) companies as defined in section
2(h)(2) of the Bank Holding Company Act (12 U.S.C.
1841(h)(2)).

11 Currently, foreign BHCs, as foreign banking
organizations, report total consolidated assets of
worldwide operations on the FR Y-7Q. As
described further below, the proposal provided that
the FR Y-7Q would be amended to require a foreign
banking organization to report its total combined
assets of U.S. operations, in addition to its total
consolidated assets of worldwide operations.

12 The proposal provided that net intercompany
balances and transactions between a U.S. entity and
a foreign affiliate are not eliminated when
determining total assessable assets, as such balances
and transactions do not result in double counting
of assets on a U.S.-combined basis. Further, only
intercompany balances and transactions between
U.S.-domiciled affiliates, branches or agencies that
are itemized on a standalone regulatory report may
be eliminated in the calculation of total assessable
assets. For regulatory reports that do not distinguish
between (i) balances and transactions between U.S.
affiliates, and (ii) balances and transactions between
a U.S affiliate and a foreign affiliate, the proposal
provided that the Board will not eliminate any such
balances or transactions between affiliates reported
on the form because it would be impossible to
distinguish between assets that would result in
double counting and assets that would not result in
double counting.

13 The proposal provided that total assets for each
U.S.-domiciled, top-tier BHC or SLHC would be the
company’s total assets as reported on line item 12,
Schedule HC of the FR Y-9C, or as reported on line
item 1, column B, of the FR 2320, as applicable.

14 The proposal provided that total assets for each
branch or agency would be calculated as total
claims on nonrelated parties (line item 1.i from
column A on Schedule RAL) plus due from related
institutions in foreign countries (line items 2.a,
2.b(1), 2.b(2), and 2.c from column A, part 1 on
Schedule M), as reported on the Report of Assets
and Liabilities of U.S. Branches and Agencies of
Foreign Banks (FFIEC 002). Note that due from head
office of parent bank (line item 2.a, column A, part
1 on Schedule M) would be included net of due to
head office of parent bank (line item 2.a, column
B, part 1 on Schedule M) when there is a net due
from position reported for line item 2.a. A net due
to position for line item 2.a would result in no
addition to total assets with respect to line item 2.a,
part 1 on Schedule M.

e U.S.-domiciled nonbank
subsidiaries 15;

e Edge Act and Agreement
Corporations 16;

e U.S. banks and U.S. savings
associations '7; and

¢ Broker-dealers that are not reflected
in the assets of a U.S. domiciled parent’s
regulatory reporting form submission.18

Some commenters requested that the
Board refine its methodology for
calculating total combined assets of a
foreign assessed company prior to the
effective date of the modified FR Y-7Q
by excluding intercompany balances
reported in Form FFIEC 002, Schedule
M, amounts outstanding from related
nondepository majority-owned
subsidiaries in the U.S. The final rule
reflects this comment.1?

15 Under the proposal, for quarterly Financial
Statements of U.S. Nonbank Subsidiaries Held by
Foreign Banking Organizations (FR Y-N) filers, total
assets for each nonbank subsidiary would have
been calculated as total assets (line item 10,
Schedule BS), minus gross balances due from
related institutions located in the United States
(line item 4.a of Schedule BS-M) as reported on the
FR Y-7N. For annual Abbreviated Financial
Statements of U.S. Nonbank Subsidiaries Held by
Foreign Banking Organizations (FR Y-NS) filers,
total assets for each nonbank subsidiary are as
reported on line item 2 of the FR Y-7NS. Until
foreign assessed companies report on the revised
form FR Y-7Q described in this rule, the Board will
only include the assets of affiliates for which the
foreign assessed company is the majority owner, as
the Board would not have sufficient information to
accurately account for non-majority-owned
affiliates.

16 Under the proposal, total assets for each Edge
Act or agreement corporation would have been the
sum of claims on nonrelated organizations (line
item 9, “consolidated total” column on Schedule
RC of the Consolidated Report of Condition and
Income for Edge Act and agreement corporations
(FR 2886b)), and claims on related organizations
domiciled outside the United States (line items 2.a
and 2.b, column A on Schedule RC-M), as reported
on FR 2886b.

17 Under the proposal, total assets for each bank
or savings association that is not a subsidiary of a
U.S.-domiciled bank holding company or savings
and loan holding company would have been the
bank’s or savings association’s total assets as
reported on line item 12, Schedule RC of the
Balance Sheet of the Consolidated Reports of
Condition and Income (FFIEC 031 or FFIEC 041, as
applicable).

18 Under the proposal, total assets for each broker-
dealer would have been the broker-dealer’s total
assets as reported on the statement of financial
condition of the SEC’s FOCUS Report, Part II (Form
X-17A-5), FOCUS Report, Part Ila (Form X-17A—
5), or FOCUS Report, Part II CSE (Form X-17A-5).

19 Under the final rule, total assets for each U.S.
branch or agency will be calculated as total claims
on nonrelated parties (line item 1.i from column A
on Schedule RAL) plus net due from related
institutions in foreign countries (line items 2.a,
2.b(1), 2.b(2), and 2.c from column A, minus line
items 2.a, 2.b(1), 2.b(2) and 2.c from column B, part
1 on Schedule M), minus transactions with related
nondepository majority-owned subsidiaries in the
U.S. (line item 1 from column A, part 3 on Schedule
M), as reported on the Report of Assets and
Liabilities of U.S. Branches and Agencies of Foreign
Banks (FFIEC 002). Further, under the final rule, net
due from related institutions in foreign countries

As described above, there are a small
number of companies that only file
financial statements in accordance with
SAP and do not report consolidated
financial statements under GAAP. In
response to comments that urge the
Board to avoid requiring companies that
only file financial statements in
accordance with SAP to also provide
GAAP financial statements, such a
company may request the Board to
permit the company to file quarterly an
estimate of its total assessable assets,
which the Board will consider.

The final rule otherwise adopts the
methodology for calculating total
assessable assets for a foreign assessed
company for the 2012 and 2013
assessment periods as proposed. As
provided in the proposal, beginning
with the 2014 assessment periods, the
Board will modify the FR Y-7Q by
adding a line item for an FBO to report
the total combined assets of a foreign
banking organization’s U.S. operations
and base the determination of a foreign
BHC'’s assessable assets on that line
item.

A number of commenters criticized
how the Board proposed to calculate
total assessable assets. Several of these
commenters asserted that the final rule
should exclude an insurance company’s
separate accounts from the calculation
of total assessable assets, arguing that
separate account assets are not
indicative of insurer risk, and thus are
not the focus of consolidated Board
supervision and regulation. One
commenter argued that when the
Council assesses the systemic risk posed
by nonbank financial companies, the
Council excludes separate account
assets from the calculation of ““total
consolidated assets” for purposes of the
leverage ratio and short-term debt ratio
Stage 1 designation criteria, and
therefore such assets should be
excluded from total assessable assets.
The Board notes that the designation
criteria cited by the commenters are
screening thresholds only for the
purpose of determining whether to
subject a company to further review
under the Council’s interpretive
guidance, and, furthermore, the Council
does not exclude separate accounts from
the total consolidated assets Stage 1
designation criterion.20

(line items 2.a, 2.b(1), 2.b(2), and 2.c from column
A, minus line items 2.a, 2.b(1), 2.b(2) and 2.c from
column B, part 1 on Schedule M) are added to total
assets only when there is a net due from position.

A net due to related institutions in foreign countries
results in no reduction to total assets.

20 See 77 FR 21637 (April 11, 2012). The Council
approved a rule and interpretive guidance on the
“Authority To Require Supervision and Regulation
of Certain Nonbank Financial Companies” in April
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The Board believes that separate
accounts are appropriately included in
the calculation of total assessable assets.
The Board is the consolidated
supervisor of an assessed company that
is an insurance company or has one or
more subsidiaries that are insurance
companies that engages in the activities
that result in separate accounts.
Accordingly, the activities involving
separate accounts contribute to the cost
of the Board’s supervision for that
assessed company.

Some commenters also asserted that
the Board should exclude assets
attributable to nonfinancial activities of
an assessed company. One commenter
stated that the Board should resolve this
issue by promulgating an intermediate
holding company rule. As stated in the
proposal, and under the final rule, total
assessable assets for an assessed
company, including Board-supervised
nonbank financial company will be the
total consolidated assets of that
company because the Board would be
the consolidated supervisor for the
Board-supervised nonbank financial
company. The Board may evaluate its
methodology for determining total
assessable assets for such companies as
the Board gains experience supervising
nonbank financial companies. Thus, the
Board is adopting this aspect of the
proposal without change.

3. Assessment Periods

The proposal established each
calendar year as an assessment period.
For each assessment period, the Board
proposed to make a determination as to
whether an entity is an assessed
company for that assessment period.
The Board proposed to determine
whether a company, as of December 31
of the assessment period, is (i) a BHC or
SLHC with average total consolidated
assets equal to or exceeding the $50
billion threshold, as reported on the
relevant reporting form(s) or based on
such other information as the Board
might consider or (ii) a Board-
supervised nonbank financial company.
The Board is adopting this aspect of the
proposal without change.

4. Assessment Basis

The proposal defined the assessment
basis as the applicable estimated
expenses of the Board and the Reserve
Banks (to which the Board has delegated

2012. The interpretive guidance establishes six
thresholds that the Council uses to identify
nonbank financial companies for further evaluation.
The first threshold is $50 billion in total
consolidated assets, with no exclusion of separate
accounts. The fifth and sixth thresholds are the
leverage ratio and the short-term debt ratio
described by the commenter, both of which exclude
separate accounts.

supervisory responsibility) relating to
acting as the consolidated supervisor of
assessed companies. Under the
proposal, expenses are all operating
expenses, including support, overhead,
and pension expenses associated with
the consolidated supervision and
regulation of assessed companies. In
order to determine the annual
assessment basis, the proposal provided
that the Board would estimate its
aggregate expenses for activities related
to the supervision and regulation of all
assessed companies. These expenses
included: conducting onsite and offsite
examinations, inspections, visitations
and reviews; providing ongoing
supervision; meeting and corresponding
with assessed companies regarding
supervision matters; conducting stress
tests; assessing resolution plans;
developing, administering, interpreting
and explaining regulations, laws, and
supervisory guidance adopted by the
Board; engaging in enforcement actions;
processing and analyzing applications
and notices, including conducting
competitive analyses and financial
stability analyses of proposed bank and
BHC mergers, acquisitions, and other
similar transactions; processing
consumer complaints; and
implementing a macro-prudential
supervisory approach.2?

In addition, the proposal provided
that the estimated expenses in the
assessment basis would include a
proportion of expenses associated with
activities that are integral to carrying out
the supervisory and regulatory
responsibilities of the Board as
consolidated supervisor for assessed
companies, although those expenses are
not directly attributable to specific
companies. These activities include: (i)
The Shared National Credit Program,
which the Board and the other federal
banking agencies established in 1977 to
promote the efficient and consistent
review and classification of shared
national credits; (ii) the training of staff
in the supervision function; (iii)
research and analysis, which includes
library and subscription services, and
development of supervisory and
regulatory policies, procedures, and
products of the Board; (iv) collecting,
receiving, and processing regulatory

21 Under the proposal, the Board’s expenses with
respect to its direct supervision of state member
banks and branches and agencies of foreign banking
organizations are excluded from the assessment
basis because such expenses are not attributable to
the Board’s role as the consolidated supervisor of
the assessed company, which is the unique
supervisory role the Board serves among all federal
banking supervisors. Therefore, it is the expenses
associated with the Board’s consolidated
supervision and regulation of assessed companies
that provide the basis for the Board’s assessments.

reports received from institutions
supervised and regulated by the Board;
and (v) supervision and regulation
automation (e.g., information
technology) services. For these
activities, the Board noted in the
proposal that it would calculate the
relative proportion of its supervision
expenses that are attributable to
assessed companies divided by
expenses for those activities that are
attributable to all companies supervised
by the Board, and include that
proportion of expenses associated with
activities that are integral to carrying out
the Board’s supervisory and regulatory
responsibilities in the assessment basis.

Several commenters expressed
concern with the proposal’s description
of the Board’s procedures, accounting,
and methodology for arriving at the
assessment basis and asserted that the
Board had not provided sufficient detail
to assess whether the Board had met the
“necessary or appropriate”” standard
established by section 318 of the Dodd-
Frank Act. Other commenters argued
that the proposal did not distinguish
between the supervision and regulation
of assessed companies and the large
number of other institutions subject to
Board oversight. Some commenters
recommended that the Board publish a
report itemizing the expenses for each
assessment period by the type of
expenses. A few commenters asserted
that the Board should clarify and
publish for further comment the
methodology it plans to use to identify
and measure both those expenses that
are directly related to its consolidated
oversight of assessed companies, and
those expenses that are not directly
related to its consolidated oversight of
assessed companies but are included in
the assessment basis.

With respect to the comments that the
Board publish for comment more detail
with respect to the assessment basis, the
Board believes that the proposal
provided meaningful opportunity for
public comment. The proposal provided
a description of expenses related to
supervising and regulating assessed
companies and described how the Board
would also apply a proportion of
expenses related to activities that are
integral to carry out the supervisory and
regulatory responsibilities of the Board.
Nonetheless, the Board is clarifying for
commenters the manner in which it will
compute and apportion the assessment
basis.

The Board’s operating expenses are
published annually in the Board of
Governors’ Annual Report: Budget
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Review.22 For 2012, supervision and
regulation operating expenses at the
Board and the Reserve Banks totaled
$1,172 million, comprised of $1,057
million in supervision and regulation
operating expenses for the Federal
Reserve Banks (Reserve Banks) 23 and
$115 million in supervision and
regulation operating expenses for the
Board.24

The Reserve Banks’ operating
expenses are determined through a cost
accounting system that provides
uniform methods of accounting for
expenses, allowing each Reserve Bank
to determine the full cost of its and all
Reserve Bank services. The activities
involved in the supervision and
regulation of assessed companies are
used to identify the relevant expenses
for the assessment basis. For example:
employee-time data are analyzed to
determine the amount of time
employees spend supervising assessed
companies, and this analysis along with
other, similar analyses are used to
allocate salaries and other personnel
expenses.

Operating expenses for the assessment
basis include all expenses associated
with the supervision and regulation of
assessed companies, which are
comprised primarily of personnel
expenses, as well as those expenses for
related administrative processes,
support operations, and travel. Gertain
expenses associated with activities that
cannot be directly attributed to assessed
companies, but are integral to carrying
out the supervisory responsibilities of
the Reserve Banks, are added to the
assessment basis on a proportional
basis. For these expenses, the Board

22 See http://www.federalreserve.gov/
publications/budget-review/default.htm.

23 Refer to 2012 actual expenses in Table C.3.
Operating Expenses of the Federal Reserve Banks,
Federal Reserve Information Technology (FRIT),
and Office of Employee Benefits (OEB) by
operational area, as reported in the Board’s 2013
Annual Report: Budget Review. Reserve Bank
operating expenses include an allocation of all
direct, support, and overhead expenses.

24Refer to 2012 actual expenses in Table B.1.
Operating expenses of the Board of Governors, by
division, office or special accounts as reported in
the Board’s 2013 Annual Report: Budget Review.
The Board’s total operating expenses for 2012 was
$497 million. The Board’s supervision and
regulation operating expenses reflect the expenses
of the Division of Banking Supervision and
Regulation ($93 million) and the Division of
Consumer and Community Affairs ($22 million).
The total of $115 million for 2012, however, does
not include the contribution of expenses from other
divisions at the Board that also perform supervision
and regulation activities, including the Legal
Division and to some extent the divisions of
Research and Statistics, International Finance,
Monetary Affairs, and Office of Financial Stability
Policy and Research. The method for estimating the
Board’s expenses associated with the supervision
and regulation of assessed companies is described
below.

determines the proportion of expenses
directly attributable to the supervision
of those companies subject to
assessment, relative to the expenses
directly attributable to the supervision
of all financial institutions supervised
by the Board. This proportion is then
applied to the expenses for the activities
integral to carrying out the supervisory
responsibilities of the Reserve Banks 25
and the resulting proportion of expenses
is included in the assessment basis. For
2012, the Reserve Banks’ proportion of
expenses directly attributable to the
supervision of assessed companies was
about 34 percent of the $742 million
directly attributable to the Board’s cost
of supervising all financial institutions.

Since publishing the proposed rule,
the Board has revised its calculation of
the assessment basis for 2012 to
incorporate actual, rather than
budgeted, expenses for the assessment
year, and to adjust the assessment basis
in accordance with a change made to
the final rule.26 The 2012 expenses
associated with activities directly
attributable to the supervision of
assessed companies contribute about
$256 million to the assessment basis,
and the proportion of expenses (about
34 percent) for activities integral to
carrying out the supervisory
responsibilities of the Reserve Banks (a
total of about $240 million) adds about
$82 million. In addition, the Board
assigned to the assessment basis a
proportional share of pension expenses
of about $56 million. Thus, the total
estimated Reserve Bank operating
expenses (direct, related, and pension
expenses) attributed to the supervision
and regulation of assessed companies
for 2012 is about $394 million.

With respect to the operating
expenses of the Board, the Board groups
all divisions into one of two categories
for the purpose of determining the
contribution to the assessment basis—
those that perform supervision- and
regulation-related activities with respect
to assessed companies (direct) and those
that provide support to supervision and
regulation related activities (indirect).
Divisions that are categorized as direct
are Banking Supervision and
Regulation, Consumer and Community
Affairs, Research and Statistics,
International Finance, Monetary Affairs,
Office of Financial Stability Policy and
Research, and Legal. The remaining
divisions are classified as indirect based

25 Activities integral to carry out the supervisory
responsibilities of the Reserve Banks include staff
training and education, supervision policy and
projects, regulatory reports processing, and
supervision and regulation automation services.

26 This change, relating to the Shared National
Credit Program, is described below.

on the support they provide to the direct
divisions, necessary for the continuation
of normal operations.2”

Similar to the employee time data the
Reserve Banks use to estimate operating
expenses attributable to the supervision
and regulation of assessed companies,
the Board uses annual time surveys
from employees in the direct divisions
to determine the estimated proportion of
time attributable to the supervision and
regulation of assessed companies. For
2012, operating expenses of the direct
divisions totaled $246 million, of which
$29 million is directly attributable to the
cost of supervising and regulating
assessed companies. These totals are
comprised of (i) the Division of Banking
Supervision and Regulation, with total
operating expenses of $93 million, of
which about $22 million is directly
attributable to the supervision and
regulation of assessed companies; (ii)
the Division of Consumer and
Community Affairs with total operating
expenses of $22 million, of which about
$1 million is directly attributable to the
supervision and regulation of assessed
companies; (iii) the Legal Division with
total operating expenses of $20 million,
of which about $4 million is directly
attributable to the supervision and
regulation of assessed companies; and
(iv) the divisions of Research and
Statistics, International Finance,
Monetary Affairs and the Office of
Financial Stability Policy and Research
with total operating expenses of $111
million, of which about $2 million is
directly attributable to the supervision
and regulation of assessed companies.
The employee-time survey data are also
used to estimate the proportion of each
direct division’s non-personnel
expenses, such as travel expenses, that
is attributable to the supervision and
regulation of assessed companies.

To determine the proportion of the
indirect divisions’ expenses included in
the assessment basis, the Board
calculates the proportion of employee
time in the direct divisions attributable
to the supervision and regulation of
assessed companies relative to the total
employee time at the Board, which is
then applied to the total expenses of the
indirect divisions, and this proportion
of indirect division expenses is added to
the assessment basis. For the 2012
assessment period, the indirect
divisions’ expenses totaled $252
million, of which about 5 percent ($13
million) was added to the assessment

27 The indirect divisions include the Office of
Board Members, Office of the Secretary, Division of
Financial Management, Information Technology,
Office of the Chief Operating Officer, Office of the
Chief Data Officer, the Management Division, and
Reserve Bank Operations and Payment Systems.
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basis. The Board also includes in the
assessment basis a similarly calculated
proportion of the Board’s pension
expenses, which for 2012 was $4
million. Thus, the total estimated Board
operating expenses (direct, indirect and
pension expenses) attributed to the
supervision and regulation of assessed
companies for 2012 is about $46
million.

In total, the Board estimates that the
total expenses necessary or appropriate
to carry out its supervision and
regulation of assessed companies in
2012 is $440 million. The Board does
not anticipate changes to this estimate
before publishing the assessment basis
upon the effective date of this rule.
Should any changes become necessary,
the Board will provide explanation of
the changes within the publication of
the assessment basis and assessment
rate for the 2012 assessment.

In response to commenters’ requests
that the Board provide a detailed report
of its costs related to supervising and
regulating assessed companies for a
given assessment period, the Board will
provide, on the Board’s Web site each
year by June 30, a report similar to the
description contained in this preamble
containing the operating expenses,
together with the amount of those
expenses that the Board estimates are
attributable to supervision and
regulation of assessed companies.

One commenter asserted that some
Reserve Banks do not supervise or
regulate any assessed companies and,
therefore, the assessment basis should
not include the cost of support and
overhead for those offices. Although
certain Reserve Banks do not supervise
assessed companies, they may provide
support associated with the Board’s and
other Reserve Banks’ supervision and
regulation of assessed companies, such
as staff training and automation
services. In determining the assessment
basis, the Board includes only the
supervision and regulation expenses
attributable to the supervision and
regulation of assessed companies, as
described above. The Board does not
include support and overhead expenses
of any portion of the Reserve Banks’
operations that are not attributable to
the supervision and regulation of
assessed companies.

Some commenters asserted that costs
associated with functionally-regulated
subsidiaries of BHCs or SLHCs, such as
national banks and state non-member
banks, should not be included in the
assessment basis. As the consolidated
supervisor, the Board is charged with
the supervision and regulation of the
holding company parent, including its
capital, leverage, liquidity, and

enterprise-wide compliance risk
management, which are affected by and
may affect functionally regulated
subsidiaries. In fulfilling its role, the
Board relies to the fullest extent
possible on the supervisory activities
and reports of functional regulators.
Thus, the Board does incur some
expenses related to functionally
regulated entities, including working
with functional regulators to understand
the consolidated risk profile of the firm.
The Board believes it is appropriate to
include those expenses in the
assessment basis.

A few commenters asserted that the
Board’s cost of development of the
infrastructure for the supervision and
regulation of Board-supervised nonbank
financial companies should be excluded
from the assessment basis applicable to
BHCs and SLHCs. Some commenters
requested that costs associated with
investigations and enforcement actions
against BHCs should not be charged to
SLHGs or Board-supervised nonbank
financial companies. The Board,
however, believes that a simple
standard for apportioning all costs
across all assessed companies is the
most objective and transparent way to
allocate the costs of supervision and
regulation of assessed companies.
Therefore, all of the Board’s estimated
expenses that are necessary and
appropriate to carry out the supervisory
and regulatory responsibilities of the
Board with respect to assessed
companies are being apportioned across
all assessed companies.

Commenters also urged the Board to
exclude the cost of the Shared National
Credit Program from the assessment
basis. Upon consideration, the Board
agrees with commenters that it should
remove the proportion of expenses
related to the Shared National Credit
Program, which was approximately $6
million, from the assessment basis.

Some commenters asked whether
certain expenses included in the
assessment basis can be classified
properly as supervisory and regulatory,
such as the processing of applications,
competitive analyses, and the
processing of consumer complaints.
With respect to these commenters’
views, the Board reviewed its
determination that these expenses were
necessary or appropriate to be included
in the assessment basis. The Board is
clarifying that, while the processing of
consumer complaints is not included in
the assessment basis, the Board does
supervise and regulate an assessed
company’s enterprise-wide compliance
risk management. The Board’s
processing of applications and
competitive analyses are included as

part of the Board’s costs relating to its
supervision and regulation of assessed
companies because those activities are
required under the Bank Holding
Company Act and the Home Owners
Loan Act and are therefore part of the
Board’s role as consolidated supervisor
of assessed companies.

The Board also received comments
that supported the assessment basis as
reasonable given the intricacies
involved in monitoring, analyzing, and
ensuring the safety and soundness of
complex institutions. Other commenters
asserted that the methodology
appropriately recognizes the distinctive
nature of the different types of
companies subject to the assessment.

The proposal also provided that the
estimate of the Board’s expenses would
be based on an average of estimated
expenses over the current and prior two
assessment periods, with a transition
period for 2012, 2013, and 2014 during
which the Board would use the
assessment basis for the 2012
assessment period, with the effect of
using the same assessment rate for each
of those years. Thereafter, to mitigate
volatility in assessments and provide a
more stable basis from year to year, the
Board would calculate a three-year
rolling average of its estimated
expenses, and would determine
assessments for each year based on that
three-year average. The proposal also
noted that the Board expects to evaluate
the volatility in assessment fees
resulting from its methodology for
determining the assessment basis on an
ongoing basis and may refine its
methodology as appropriate through the
rulemaking process. The Board is
finalizing this portion of the
methodology for determining the
assessment basis without change.

B. Apportioning the Assessment Basis to
Assessed Companies

1. Apportionment Based on Size

As discussed in the proposal, total
expenses relating to the supervision of
a company generally are a function of
the size and associated complexity of
the company. Larger companies are
often more complex companies, with
associated risks that play a large role in
determining the supervisory resources
necessary in relation to that company.
The largest companies, because of their
increased complexity, risk, and
geographic footprints, usually receive
more supervisory attention.28

28 See, e.g., “‘Capital Plans,” final rule published
in the Federal Register, 76 FR 231 (Dec. 1, 2011),
and “Enhanced Prudential Standards and Early
Remediation Requirements for Covered

Continued
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Many commenters asserted that asset
size should not be used as a proxy for
the cost of supervision. For example,
some commenters argued that the rule
should provide for tailoring the
assessments based on complexity,
capital structure, risk, and
interconnectedness and less on asset
size. Some commenters asserted that an
asset size measure may not provide
adequate sensitivity for the types of
risks to which a company might be
exposed, and could result in less-
complex companies, which the
commenters asserted included smaller
assessed companies or SLHCs,
subsidizing the supervisory expenses for
more complex institutions. Some of
these commenters requested that the
Board allocate higher costs to the
nonbank operations of assessed
companies, since those operations
would not be subject to comprehensive
prudential regulation similar to banking
regulation. Some commenters urged the
Board to adopt a methodology for
apportioning expenses associated with
the supervision and regulation of
assessed companies on a company-
specific basis. A few commenters
suggested a tiered approach in which
the assessment basis would be
apportioned among assessed companies
based on the number of supervisory
activities to which the assessed
company is subject, with each
supervisory activity weighted based on
the expense or percentage of time the
Board devotes to that supervisory
activity. Some commenters, however,
supported the Board’s approach to

Assessment rate =

The proposal would have determined
the assessment rate by dividing the
assessment basis (minus the base dollar
amount covering nominal expenses
times the number of assessed
companies) by the total assessable assets
of all assessed companies to determine
a ratio of Board expenses to total assets
for each assessment period, and then
would have multiplied an assessed
company’s total assessable assets by the
resulting assessment rate. Thus, under
the proposal, a company with higher
total assessable assets would have been
charged a higher assessment than a

Companies,” proposal published in the Federal
Register, 77 FR 594 (January 5, 2012).

allocating assessments based on asset
size.

In the proposal, the Board stated that
it believes that apportioning the
assessment basis based on the total
assessable asset size of assessed
companies is generally reflective of the
amount of supervisory and regulatory
expenses associated with a particular
company, and is an approach based on
information that is well understood,
objective, transparent, readily available,
and comparable among all types of
assessed companies. The Board is
concerned that the alternatives
suggested by commenters could result
in assessment fees based upon
subjective, non-transparent criteria, and
would not provide assessed companies
with a means for evaluating whether the
Board is consistently or appropriately
allocating the assessment basis among
assessed companies. Moreover, the
Board is concerned that, if an assessed
company publicly reported the amount
of its assessment, a system of allocating
the assessment basis that is not
relatively straightforward and objective
could cause market participants and
counterparties to draw incorrect
inferences about one or more assessed
companies, to the potential detriment of
assessed companies and the efficient
functioning of markets.

Some commenters asserted that
apportioning the assessment basis using
size alone would result in SLHCs,
which are not subject to section 165 of
the Dodd-Frank Act (enhanced
prudential standards), having to
subsidize the Board’s cost of carrying
out enhanced prudential standards over
other assessed companies. The Board

notes that all assessed companies
present unique supervisory concerns
that require significant supervisory
attention, including SLHCs. In fact,
assessed companies that are SLHCs may
present supervisory concerns that are
not present for BHCs subject to
enhanced prudential standards. As
stated above, the Board believes that
size is a reasonable proxy for estimating
the amount of the Board’s costs for
regulating and supervising assessed
companies. The Board is finalizing this
aspect of the proposal without change.

2. Assessment Formula

The proposal would have apportioned
the assessment basis among assessed
companies by means of an assessment
formula that used the total assessable
assets of each assessed company. For
each assessment period, the assessment
formula applied to the assessed
companies was proposed to be:

Assessment = $50,000 + (Assessed
Company’s Total Assessable Assets
x Assessment Rate).

Under the proposal, each company’s
assessment would have been computed
using a base amount of $50,000 for each
assessed company. The Board stated in
its proposal that including this base
amount in each assessment would be
appropriate to ensure that the nominal
expenses related to the Board’s
supervision and regulation of such
companies are covered, particularly for
those companies that are near the $50
billion threshold. The proposal would
have determined the ““assessment rate”
for each assessment period according to
the following formula:

Assessment Basis — (Number of Assessed Companies x $50,000)

Total Assessable Assets of All Assessed Companies

company with lower total assessable
assets, which generally reflects the
greater supervisory and regulatory
attention and associated workloads and
expenses associated with larger
companies.

Some commenters suggested that an
assessed company should be assessed
on a pro-rata basis for the time within
the year that the company becomes one
of the types of companies listed in
section 318 (i.e., a BHC, SLHC or Board-
supervised nonbank financial company)
and falls under the Board’s supervisory
authority. In response to that comment,

the Board has determined that when a
company becomes a BHC, SLHC or
Board-supervised nonbank financial
company for the first time and it is also
an assessed company, its assessment
will be pro-rated based on the quarter in
which it became an assessed company.
For example, if, on August 30 of an
assessment period, a foreign banking
organization (that is not a BHC) with
greater than $50 billion in total
consolidated assets buys a U.S. bank
and becomes a BHC and an assessed
company for the first time, its
assessment will be pro-rated at 50
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percent to reflect the fact that the
foreign BHC was an assessed company
for two quarters. Additionally, if a
nonbank company is designated by the
Council for supervision by the Board on
April 30 of an assessment period, its
assessment will be pro-rated at 75
percent to reflect the fact that the Board-
supervised nonbank financial company
was an assessed company for three
quarters.

The proposal provided that over the
first three years of the program, the
assessment rate would be fixed, using
the 2012 assessment rate for calculating
the assessment for the following two
assessment periods, ending with the
assessments for 2014. Thereafter, for
each assessment period, the proposal
provided that the Board would calculate
an assessment rate by averaging the
Board’s relevant expenses for the past
three years in order to reduce year-to-
year fluctuations in assessments (i.e., for
the 2015 assessment period, the Board
would average the expenses for the
2013, 2014, and 2015 assessment
periods).

Some commenters requested that
Board-supervised nonbank financial
companies not be required to pay an
assessment until the first assessment
period following designation as a Board-
supervised company to allow such
companies to prepare and budget
accordingly. Considering that
assessments are collected the year
following an assessment period (for
example, assessments for the 2013
assessment period will be collected in
2014), the Board believes that a Board-
supervised nonbank financial company
will have sufficient time to prepare and
budget for its assessment.

Collection Procedures

1. Notice of Assessment and Appeal
Procedure

The proposal provided that the Board
would send a notice of assessment no
later than July 15 of the year following
the assessment period to each assessed
company stating: (1) That the Board had
determined the company to be an
assessed company, (2) the amount of the
company’s total assessable assets, and
(3) the amount the assessed company
must pay by September 30. The
proposal also provided that the Board
would, no later than July 15, publish on
its public Web site the assessment rate
for that assessment period.

Under the proposal, companies
identified as assessed companies would
have 30 calendar days from July 15 to
appeal the Board’s determination that
the company is an assessed company or
the company’s total assessable assets.

Companies choosing to appeal would
have been required to submit a request
for redetermination in writing and
include all the pertinent facts that the
company believed would be relevant for
the Board to consider. Grounds for
appeal would have been limited to (i)
that the assessed company is not an
assessed company (i.e., it is not a BHC
or SLHC with $50 billion in total
consolidated assets, or a Board-
supervised nonbank financial company
as of December 31 of the assessment
period), or (ii) review of the Board’s
determination of the assessed
company’s total assessable assets. The
proposal provided that the Board would
consider the company’s appeal and
respond within 15 calendar days after
the end of the appeal period with the
results of its review. A successful appeal
would not change the assessment for
any other company.

Several commenters recommended
that the Board send the notices no later
than June 30 rather than July 15 so that
the assessed companies would have
sufficient time to review and potentially
appeal the assessment before they might
be required to disclose the assessment
publicly under the securities laws or
respond to an investor question during
an earnings call. They also expressed an
interest in being able to incorporate the
assessment into second quarter
disclosures. In the final rule, in
response to commenters, the Board is
changing the date by which it will send
the notice of assessments from July 15
to June 30. In addition, consistent with
the amendment to the notification date
(from July 15 to June 30 in the final
rule), the Board will also adjust the date
by which it must receive payment from
September 30 to September 15. The
Board will publish on its public Web
site the assessment rate for that
assessment period and the description
of how the Board determined the
assessment basis no later than June 30.

In response to the proposal’s
notification and appeal procedure, some
commenters requested that the Board
informally communicate with assessed
companies before sending assessment
notices, or explain any variation in its
calculation of total assessable assets for
a foreign assessed company, and that
the Board notify assessed companies of
any material changes to the composition
of the assessment basis and provide
them a reasonable opportunity to
comment. One commenter suggested
that the Board deliver the notice of
assessment confidentially to each
assessed company and itemize the
Board’s expenses. The Board notes that
the rule as proposed provides the
assessed companies with a process for

appeal during which they may
communicate with the Board about the
assessment and that the assessment
would be based on an assessed
company’s asset size, not an itemized
list of expenses.

One commenter recommended that
the Board provide foreign assessed
companies with a detailed explanation
of the calculation of the foreign assessed
company’s total assessable assets during
the transition period. The Board notes
that the final rule provides the line
items from which the Board will
calculate a foreign assessed company’s
total assessable assets during the
transition period, and the Board will
follow that methodology each year
during the transition period.29 In
addition, the Board notes that the rule
as proposed provides the assessed
companies with a process for appeal
during which they may communicate
with the Board about the assessment.
Thus, the final rule adopts the appeal
procedure as proposed.

In addition, in the final rule, the
Board is amending the dates on which
it will notify assessed companies of, and
collect the 2012 assessment period. For
the 2012 assessment period only, the
Board will provide the date by which an
assessed company must pay it
assessment in the 2012 notice of
assessments, which the Board
anticipates will be sent out shortly after
the effective date of this rule. The Board
anticipates that the date by which an
assessed company must pay its
assessment will be sometime in
December and, in any event, will be no
later than December 15, 2013.
Thereafter, the Board will notify
assessed companies of their assessments
and collect the assessments according to
the dates set forth in the final rule.

2. Collection of Assessments

Under the proposal, each assessed
company would have been required to
pay its assessments using the Fedwire
Funds Service (Fedwire) to the Federal
Reserve Bank of Richmond. The
proposal provided that the assessments
would then be transferred to the U.S.
Treasury’s General Account. The
proposal provided that the assessments
would need to be credited to the Board
by September 30 of the year following
the assessment period. The proposal
provided that in the event that the
Board did not receive the full amount of
an assessed company’s assessment by
the payment date for any reason that is
not attributable to an action of the
Board, the assessment would have been
considered delinquent and the Board

29 See also discussion of changes to the FR Y-7Q.
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would have charged interest on the
delinquent assessment until the
assessment and interest, calculated
daily from the collection date and based
on the U.S. Treasury Department’s
current value of funds rate percentage,3°
were paid.

Several commenters asked the Board
to postpone the commencement of its
assessment program until 2014,
asserting that assessed companies
would need time to budget for the
expenses. Other commenters asked the
Board to charge the assessment
prospectively. The Board provided
notice of the assessment through its
publication of the notice of proposed
rulemaking on April 18, 2013. The
proposal provided adequate notice of
the Board’s intent to collect assessments
in 2013. Therefore, the Board believes
that the notice provided adequate time
for assessed companies to prepare for
expenses payable in the second half of
2013. The Board is otherwise adopting
this aspect of the proposal without
change.

Revisions to the FR Y-7Q

The FR Y-7Q requires each top-tier
foreign banking organization to file asset
and capital information. Currently, Part
1 of the report requires the filing of
capital and asset information for the
top-tier foreign banking organization,31
while Part 2 requires capital and asset
information for lower-tier foreign
banking organizations operating a U.S.
branch or an agency, or owning an Edge
Act or agreement corporation, a
commercial lending company, or a
commercial bank domiciled in the
United States.32 As explained in the
reporting instructions for the FR Y-7Q),
both Part 1 and Part 2 of the reporting
form collect capital and asset
information with respect to the foreign
banking organization’s worldwide
operations. However, neither Part 1 nor
Part 2 collects capital and asset
information with respect to only the

30 The current value of funds rate percentage is
issued under the Treasury Fiscal Requirements
Manual and published quarterly in the Federal
Register.

31 This form is reported annually by each top-tier
foreign banking organization if it or any foreign
banking organization in its tiered structure has not
elected to be a financial holding company, and is
reported quarterly by each top-tier foreign banking
organization if it or any foreign banking
organization in its tiered structure has elected to be
a financial holding company.

32Reported quarterly by each lower-tier foreign
banking organization (where applicable) operating a
branch or an agency, or owning an Edge Act or
Agreement corporation, a commercial lending
company, or a commercial bank domiciled in the
United States, if it or any foreign banking
organization in its tiered structure has financial
holding company status.

foreign banking organization’s U.S.
operations.

For the purpose of determining a
foreign assessed company’s total
assessable assets, the Board noted in the
proposal that combining the assets of
the foreign assessed company’s U.S.
branches and agencies with the total
assets of all U.S.-domiciled affiliates
reported on other regulatory reports
would likely not yield a result that is
comparable to the consolidated
approach required of U.S.-domiciled
assessed companies, which report total
consolidated assets on Schedule HC of
FR Y-9C according to standard rules of
consolidation. That is, not all reports
itemize separately the intercompany
balances and transactions between only
U.S. affiliates that would be netted out
on a U.S.-consolidated basis. Therefore,
in order to improve parity among all
assessed companies with respect to the
determination of total assessable assets
as set forth in the proposal, the Board
proposed to revise Part 1 of the FR Y—
7Q to collect the top-tier foreign banking
organization’s total combined assets of
U.S. operations,33 net of intercompany
balances and transactions between U.S.
domiciled affiliates, branches and
agencies.?* The amended instructions
for the amended FR Y-7Q would have
closely paralleled, to all practicable
extents, the instructions for the FR Y-
9C for consolidating assets of U.S.
operations, including with respect to
accounting for less-than-majority-owned
affiliates.

One commenter asserted that in
determining total assessable assets for
domestic BHCs, the Board should use
Schedule HC—K of the FR Y-9C, which
provides quarterly average numbers,
rather than quarter-end asset numbers.
To ensure consistency in reporting,
however, the Board believes that the
determination of total assessable assets
should rely on quarter-end asset
numbers so that the methodology used
should be consistent with that used for
other assessed companies 35 and for

33For purposes of the amended FR Y-7Q, total
combined assets do not include the assets of section
2(h)(2) companies as defined in section 2(h)(2) of
the Bank Holding Company Act (12 U.S.C.
1841(h)(2)).

34 For purposes of FR Y-7Q reporting, U.S.-
domiciled affiliates are defined as subsidiaries,
associated companies, and entities treated as
associated companies (e.g., corporate joint ventures)
as defined in the FR Y-9C.

35 The Board notes that regulatory reporting forms
used for determining the total assessable assets of
foreign-owned assessed companies do not
universally report quarterly averages, as reported on
Schedule HC-K of the FR Y-9C. Moreover, those
forms that do, such as the FFIEC 002, do not report
quarterly averages in a manner that is consistent
with the exclusion of intercompany balances
between only U.S.-domiciled affiliates.

similar rulemakings.3®¢ The Board
intends to implement the reporting
requirements as proposed.

The Board also proposed to revise
Part 1 of the FR Y-7Q to collect
information about certain foreign
banking organizations more frequently.
As mentioned above, only top-tier
foreign banking organizations with
financial holding company status file
Part 1 of the FR Y-7Q quarterly, while
a top-tier foreign banking organization
would report annually if the foreign
banking organization, or any foreign
banking organization in its tiered
structure, has not effectively elected to
be a financial holding company.
Accordingly, for purposes of
determining whether a foreign banking
organization is an assessed company
and the amount of a foreign assessed
company’s total assessable assets more
frequent than annually, the Board
proposed to revise the FR Y-7QQ
quarterly reporting requirements for Part
1 to include all top-tier foreign banking
organizations, regardless of financial
holding company designation, with total
consolidated worldwide assets of $50
billion or more as reported on Part 1 of
the FR Y-7Q. Once a foreign banking
organization has total consolidated
assets of $50 billion or more and begins
to report quarterly, the foreign banking
organization must continue to report
Part 1 quarterly unless and until the
foreign banking organization has
reported total consolidated assets of less
than $50 billion for each quarter in a
full calendar year. Thereafter, the
foreign banking organization may revert
to annual reporting, in accordance with
the FR Y-7Q reporting form’s
instructions for annual reporting of Part
1. If at any time, after reverting to
annual reporting, a foreign banking
organization has total consolidated
assets of $50 billion or more, the
Foreign Banking Organization (FBO)
must return to quarterly reporting of
Part 1. Regardless of size, all top-tier
foreign banking organizations that have
elected to be financial holding
companies at the foreign banking
organization’s top tier or tiered structure
would continue to report quarterly.

One commenter asserted that it was
unnecessary to expand the FR Y-7Q to
require quarterly filing from all top-tier
foreign banking organizations that are
not financial holding companies, or to
require all top-tier reporting entities to
report total combined U.S. assets.
However, the Board believes that

36 See, e.g., the final rulemaking establishing the
supervisory and company-run stress test
requirements for covered companies, published in
the Federal Register 77 FR 62378 (October 12,
2012).
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collecting comparable, more frequent
information from foreign assessed
companies will allow it to implement
the assessment program more equitably
among foreign and domestic assessed
companies. Quarterly filing from all
foreign banking organizations with more
than $50 billion in total consolidated
assets will provide the data necessary
for consistent determinations of whether
a potential assessed company should be
included in a given assessment period
and such company’s total assessable
assets, and will also provide for
consistent treatment between foreign
and domestic banking organizations.
Another commenter asked the Board
to clarify the effective date of the
revised FR Y-7Q. Companies required
to file on the FR Y-7Q will be required
to file on the amended form for the
reporting periods ending on or after
March 31, 2014. Finally, another
commenter asked the Board to replace
the “Examples of who must report”
section of the reporting form. However,
in the Board’s experience, filers did not
find the examples helpful, and the
Board does not intend to replace them
in the instructions to the reporting
requirements for the amended FR Y-7Q.
The Board intends to implement the
reporting requirements as proposed.

II1. Administrative Law Matters

A. Solicitation of Comments and Use of
Plain Language

Section 722 of the Gramm-Leach-
Bliley Act (Pub. L. 106-102, 113 Stat.
1338, 1471, 12 U.S.C. 4809) requires the
Federal banking agencies to use plain
language in all proposed and final rules
published after January 1, 2000. The
Board sought to present the proposed
rule in a simple and straightforward
manner and did not receive any
comments on the use of plain language.

B. Paperwork Reduction Act Analysis

In accordance with the Paperwork
Reduction Act of 1995 (PRA) (44 U.S.C.
3506; 5 CFR Part 1320 Appendix A.1),
the Board reviewed the final rule under
the authority delegated to the Board by
Office of Management and Budget
(OMB). The Board may not conduct or
sponsor, and a respondent is not
required to respond to, an information
collection unless it displays a currently
valid OMB control number. The final
rule contains reporting requirements
that are found in §§ 246.3(e)(3) and
246.5(b). The OMB control numbers for
these requirements are described below.
As discussed above, on April 18, 2013,
the Board published in the Federal
Register a notice of proposed
rulemaking seeking public comment on

its proposal to implement section 318 of
the Dodd-Frank Act.

Reporting Requirements in 246.3(e)(3)

Section 318 of the Dodd-Frank Act
directs the Board to collect assessments,
fees, or other charges from assessed
companies equal to the expenses the
Board estimates would be necessary and
appropriate to carry out its supervision
and regulation of those companies. An
assessed company is any company that,
on December 31 of the assessment
period, is: (1) A BHC (other than a
foreign BHC) with $50 billion or more
in total consolidated assets as
determined based on the average of the
BHC'’s total consolidated assets reported
for the assessment period on the BHC’s
Consolidated Financial Statements for
Holding Companies (FR Y-9C) (OMB
No. 7100-0128) forms; (2) an SLHC
(other than a foreign SLHC) with $50
billion or more in total consolidated
assets, as determined based on the
average of the SLHC’s total consolidated
assets as reported for the assessment
period on the FR Y-9C, on column B of
the Quarterly Savings and Loan Holding
Company Report (FR 2320; OMB No.
7100-0345), or based on an estimate
agreed to by the Board, (3) a top-tier
foreign company that is a BHC or SLHC
on December 31 of the assessment
period, with $50 billion or more in total
consolidated assets determined based
on the average of the foreign company’s
total consolidated assets reported during
the assessment period on the Capital
and Asset Report for Foreign Banking
Organizations (FR Y-7Q; OMB No.
7100—-0125), or, for annual filers of the
FR Y-7Q), the average of the company’s
total consolidated assets for the
assessment period and the year
preceding the assessment period, and
(4) a Board-supervised nonbank
financial company designated by the
Council pursuant to section 113 of the
Dodd-Frank Act, for supervision by the
Board. In order to improve parity among
all assessed companies with respect to
the determination of total assessable
assets, as set forth in the final rule, the
Board would revise Part 1 of the FR Y-
7Q to collect a new data item from top-
tier FBO’s—Total combined assets of
U.S. operations, net of intercompany
balances and transactions between U.S.
domiciled affiliates, branches and
agencies.

In addition, the Board would revise
the reporting panel for Part 1 of the FR
Y-7Q to collect information about
certain FBOs more frequently (from
annual reporting to quarterly reporting)
for purposes of determining whether a
FBO is an assessed company. All top-
tier FBOs, regardless of financial

holding company designation, with total
consolidated worldwide assets of $50
billion or more, as reported on Part 1 of
the FR Y-7Q), would be required to
submit data quarterly.

The Board estimates that 71 FBOs
would initially be required to change
from annual reporting to quarterly
reporting.3” The Board estimates that,
upon implementation of the new data
item, 109 FBOs would initially submit
the FR Y-7Q on a quarterly basis. In
addition, the Board estimates that 43
FBOs would initially submit the FR Y—
7Q on an annual basis upon
implementation of the new data item. In
the proposed rule, the Board estimated
that respondents affected by reporting
requirements would take, on average, 15
minutes to submit the new data item on
the FR Y-7Q. Upon a review of all these
matters, including the comment
received, described below, the annual
reporting burden associated with the FR
Y-7Q is estimated to be 404 hours.38

The Board received one comment
from an industry association in response
to the PRA estimate in the proposed
rule. The commenter asserted that the
Board’s PRA estimate to comply with
the new reporting requirement
contained in § 246.3(e)(3) appears to be
understated; however, the commenter
did not provide an alternative estimates.
In response, the Board recognizes that
the amount of time required of any
institution to comply with the reporting
requirement may vary; however, the
Board believes that estimates provided
are reasonable averages.

Reporting Requirements in § 246.5(b)

Under § 246.5(b) upon the Board
issuing the notice of assessment to each
assessed company, the company would
have 30 calendar days from June 30, or,
for the 2012 assessment period, 30
calendar day from the Board’s issuance
of a notice of assessment for that
assessment period, to submit a written
statement to appeal the Board’s
determination (i) that the company is an
assessed company; or (ii) of the
company’s total assessable assets. This
new collection would be titled the
Dodd-Frank Act Assessment Fees
Request for Redetermination (FR 4030;
OMB No. 7100—to be assigned).

The Board estimates that 7 assessed
companies would submit a written

37 Once an FBO reports total consolidated assets
of $50 billion or more and begins to report
quarterly, the FBO must continue to report Part 1
quarterly unless and until the FBO has reported
total consolidated assets of less than $50 billion for
each of all four quarters in a full calendar year.
Thereafter, the FBO may revert to annual reporting.

38 The burden estimate associated with 7100-
0125 does not include the current burden.
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request for appeal annually. The Board
estimates that these assessed companies
would take, on average, 40 hours (one
business week) to write and submit the
written request. The total annual PRA
burden for the new FR 4030 information
collection is estimated to be 280 hours.

The Board has a continuing interest in
the public’s opinions of our collections
of information. At any time, comments
regarding the burden estimate, or any
other aspect of this collection of
information, including suggestions for
reducing the burden, may be sent to:
Secretary, Board of Governors of the
Federal Reserve System, 20th and C
Streets NW., Washington, DC 20551;
and to the Office of Management and
Budget, Paperwork Reduction Project
(7100—to-be-assigned), Washington, DC
20503.

C. Regulatory Flexibility Act

In accordance with Section 4(a) of the
Regulatory Flexibility Act, 5 U.S.C. 604
(“RFA”), the Board is publishing a final
regulatory flexibility analysis for this
rulemaking. The RFA requires an
agency either to provide a regulatory
flexibility analysis with the final rule or
to certify that the final rule will not
have a significant economic impact on
a substantial number of small entities.

Based on its analysis and for the
reasons stated below, the Board believes
that this final rule would not have a
significant economic impact on a
substantial number of small entities.
Nevertheless, the Board is publishing a
final regulatory flexibility analysis.

As required by section 318 of the
Dodd-Frank Act, the Board is finalizing
a rule to assess BHCs and SLHCs with
assets of equal to or greater than $50
billion and nonbank financial
companies supervised by the Board for
the total expenses the Board estimates
are necessary or appropriate to carry out
the supervisory and regulatory
responsibilities of the Board with
respect to such companies. The Board
received no comments relating to its
regulatory flexibility analysis

Under regulations issued by the Small
Business Administration, a “small
entity” includes those firms within the
“Finance and Insurance” sector with
asset sizes that vary from $35 million or
less to $500 million or less.39 The final
rule, by definition, will affect BHCs and
SLHCs with assets of equal to or greater
than $50 billion. The final rule also will
affect nonbank financial companies
supervised by the Board under section
113 of the Dodd-Frank Act but it is
unlikely that such an institution would

3913 CFR 121.201.

be considered ‘““small” by the Small
Business Administration.

The Board’s final rule is unlikely to
impose any new recordkeeping,
reporting, or compliance requirements
or otherwise affect a small banking
entity.

The Board has not identified any
Federal rules that duplicate, overlap, or
conflict with the revisions of the final
rule.

The Board believes that no
alternatives to the final rule are
available for consideration.

List of Subjects in 12 CFR Part 246

Administrative practice and
procedure, Assessments, Banks,
Banking, Holding companies, Nonbank
financial companies, Reporting and
recordkeeping requirements.

For the reasons stated in the
preamble, the Board amends 12 CFR
Chapter II by adding part 246 to read as
follows:

PART 246—SUPERVISION AND
REGULATION ASSESSMENTS OF
FEES (REGULATION TT)

Sec.

246.1
246.2
246.3
246.4

Authority, purpose and scope.

Definitions.

Assessed companies.

Assessments.

246.5 Notice of assessment and appeal.

246.6 Collection of assessments; payment of
interest.

Authority: Pub. L. 111-203, 124 Stat.
1376, 1526, and section 11(s) of the Federal
Reserve Act (12 U.S.C. 248(s)).

§246.1 Authority, purpose and scope.

(a) Authority. This part (Regulation
TT) is issued by the Board of Governors
of the Federal Reserve System (Board)
under section 318 of Title III of the
Dodd-Frank Wall Street Reform and
Consumer Protection Act (the Dodd-
Frank Act) (Pub. L. 111-203, 124 Stat.
1376, 1423-32, 12 U.S.C. 5365 and
5366) and section 11(s) of the Federal
Reserve Act (12 U.S.C. 248(s)).

(b) Scope. This part applies to:

(1) Any bank holding company having
total consolidated assets of $50 billion
or more, as defined below;

(2) Any savings and loan holding
company having total consolidated
assets of $50 billion or more, as defined
below; and

(3) Any nonbank financial company
supervised by the Board, as defined
below.

(c) Purpose. This part implements
provisions of section 318 of the Dodd-
Frank Act that direct the Board to
collect assessments, fees, or other
charges from companies identified in
paragraph (b) of this section that are

equal to the total expenses the Board
estimates are necessary or appropriate to
carry out the supervisory and regulatory
responsibilities of the Board with
respect to these assessed companies.

(d)(1) Reservation of authority. In
exceptional circumstances, for the
purpose of avoiding inequitable or
inconsistent application of the rule, the
Board may require an assessed company
to pay a lesser amount of assessments
than would otherwise be provided for
under this Part.

(2) Use of comparable financial
information. The Board may use, at its
discretion, any comparable financial
information that the Board may require
from a company in considering whether
the company must pay to the Board an
assessment and the amount of such
assessment, pursuant to section 318 of
the Dodd-Frank Act.

§246.2 Definitions.

As used in this part:

(a) Assessment period means January
1 through December 31 of each calendar
year.

(b) Bank means an insured depository
institution as defined in section 3 of the
Federal Deposit Insurance Act (12
U.S.C. 1813).

(c) Bank holding company is defined
as in section 2 of the Bank Holding
Company Act of 1956 (12 U.S.C. 1841),
and the Board’s Regulation Y (12 CFR
part 225).

(d) Company means a corporation,
partnership, limited liability company,
depository institution, business trust,
special purpose entity, association, or
similar organization.

(e) Council means the Financial
Stability Oversight Council established
by section 111 of the Dodd-Frank Act
(12 U.S.C. 5321).

(f) Foreign bank holding company
means a foreign bank that is a bank
holding company and any foreign
company that owns such foreign bank.

(g) Foreign savings and loan holding
company means a foreign bank or
foreign company that is a savings and
loan holding company.

(h) GAAP means generally accepted
accounting principles, as used in the
United States.

(i) Grandfathered unitary savings and
loan holding company means a savings
and loan holding company described in
section 10(c)(9)(C) of the Home Owners’
Loan Act (“HOLA”) (12 U.S.C.
1467a(c)(9)(C)).

(j) Nonbank financial company
supervised by the Board means a
company that the Council has
determined pursuant to section 113 of
the Dodd-Frank Act shall be supervised
by the Board and for which such
determination is in effect.



Federal Register/Vol. 78, No. 164/Friday, August 23, 2013/Rules and Regulations

52403

(k) Notice of assessment means the
notice in which the Board informs a
company that it is an assessed company
and states the assessed company’s total
assessable assets and the amount of its
assessment.

(1) Savings and loan holding company
is defined as in section 10 of HOLA (12
U.S.C. 1467a).

(m) Savings association is defined as
in section 3 of the Federal Deposit
Insurance Act (12 U.S.C. 1813).

§246.3 Assessed companies.

An assessed company is any company
that:

(a) Is a top-tier company that, on
December 31 of the assessment period:

(1) Is a bank holding company, other
than a foreign bank holding company,
with $50 billion or more in total
consolidated assets, as determined
based on the average of the bank
holding company’s total consolidated
assets reported for the assessment
period on the Federal Reserve’s Form
FR Y-9C (“FR Y-9C"),

(2)(i) Is a savings and loan holding
company, other than a foreign savings
and loan holding company, with $50
billion or more in total consolidated
assets, as determined, except as
provided in paragraph (a)(2)(ii) of this
section, based on the average of the
savings and loan holding company’s
total consolidated assets as reported for

the assessment period on the FR Y-9C
or on the Quarterly Savings and Loan
Holding Company Report (FR 2320), as
applicable.

(ii) If a company does not calculate its
total consolidated assets under GAAP
for any regulatory purpose (including
compliance with applicable securities
laws), the company may request that the
Board permit the company to file a
quarterly estimate of its total
consolidated assets. The Board may, in
its discretion and subject to Board
review and adjustment, permit the
company to provide estimated total
consolidated assets on a quarterly basis.
For purposes of this part, the company’s
total consolidated assets will be the
average of the estimated total
consolidated assets provided for the
assessment period.

(b) Is a top-tier foreign bank holding
company on December 31 of the
assessment period, with $50 billion or
more in total consolidated assets, as
determined based on the average of the
foreign bank holding company’s total
consolidated assets reported for the
assessment period on the Federal
Reserve’s Form FR Y-7Q (“FR Y-7Q”),
provided, however, that if any such
company has filed only one FR Y-7Q
during the assessment period, the Board
shall use an average of the foreign bank
holding company’s total consolidated
assets reported on that FR Y-7QQ and on

the FR Y-7Q for the corresponding
period in the year prior to the
assessment period.

(c) Is a top-tier foreign savings and
loan holding company on December 31
of the assessment period, with $50
billion or more in total consolidated
assets, as determined based on the
average of the foreign savings and loan
holding company’s total consolidated
assets reported for the assessment
period on the reporting forms applicable
during the assessment period, provided,
however, that if any such company has
filed only one reporting form during the
assessment period, the Board shall use
an average of the foreign savings and
loan holding company’s total
consolidated assets reported on that
reporting form and on the reporting
form for the corresponding period in the
year prior to the assessment period, or

(d) Is a nonbank financial company
supervised by the Board.

§246.4 Assessments.

(a) Assessment. Each assessed
company shall pay to the Board an
assessment for any assessment period
for which the Board determines the
company to be an assessed company.

(b)(1) Assessment formula. Except as
provided in paragraph (b)(2) of this
section, the assessment will be
calculated according to the Assessment
Formula, as follows:

Column A

Column B

Column C Column D

Base Amount ($50,000) +

(Total Assessable Assets X

Assessment Rate) =

Assessment

(2) In any assessment period, if, at the
time a company becomes a bank holding
company or savings and loan holding
company, it also becomes an assessed
company, as defined in § 246.3, the
Board shall pro-rate that company’s
assessment for that assessment period
based on the number of quarters in
which such company is an assessed

Assessment rate =

company. For a nonbank financial
company supervised by the Board, for
the assessment period that the company
is designated for Board supervision,
Board shall pro-rate that company’s
assessment for that assessment period
based on the number of quarters the
company has been a nonbank financial
company supervised by the Board.

(c) Assessment rate. Assessment rate
means, with regard to a given
assessment period, the rate published by
the Board on its Web site for the
calculation of assessments for that
period.

(1) The assessment rate will be
calculated according to this formula:

Assessment Basis — (Number of Assessed Companies X $50,000)

(2) For the calculation set forth in
paragraph (c)(1) of this section, the
number of assessed companies and the
total assessable assets of all assessed
companies will each be that of the
relevant assessment period, provided,
however, that for the assessment periods
corresponding to 2012, 2013 and 2014,
the Board shall use the number of
assessed companies and the total

Total Assessable Assets of All Assessed Companies

assessable assets of the 2012 assessment
period to calculate the assessment rate.

(d) Assessment basis.

(1) For the 2012, 2013, and 2014
assessment periods, the assessment
basis is the amount of total expenses the
Board estimates is necessary or
appropriate to carry out the supervisory
and regulatory responsibilities of the

Board with respect to assessed
companies for 2012.1

1The categories of operating expenses that the
Board believes are necessary or appropriate include
but are not limited to (1) direct operating expenses
for supervising and regulating assessed companies
such as conducting examinations, conducting stress
tests, communicating with the company regarding
supervisory matters and laws and regulations, etc.;
Continued
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(2) For the 2015 assessment period
and for each assessment period
thereafter, the assessment basis is the
average of the amount of total expenses
the Board estimates is necessary or
appropriate to carry out the supervisory
and regulatory responsibilities of the
Board with respect to assessed
companies for that assessment period
and the two prior assessment periods.2

(e) Total assessable assets. Except as
provided in paragraph (f) of this section,
total assessable assets are calculated as
follows:

(1) Bank holding companies. For any
bank holding company, other than a
foreign bank holding company, total
assessable assets will be the average of
the bank holding company’s total
consolidated assets as reported for the
assessment period on the bank holding
company’s FR Y-9C or such other
reports as determined by the Board as
applicable to the bank holding
company,

(2) Foreign bank holding companies
and foreign savings and loan holding
companies.

(i) In general. For any foreign bank
holding company or any foreign savings
and loan holding company, with the
exception of the 2012 and 2013
assessment periods, total assessable
assets will be the average of the foreign
bank holding company’s or foreign
savings and loan holding company’s
total combined assets of its U.S.
operations, net of intercompany
balances and transactions between U.S.
domiciled affiliates, branches and
agencies, as reported for the assessment
period on the Part 1 of the FR Y-7Q) or
such other reports as determined by the
Board as applicable to the foreign bank
holding company or foreign savings and
loan holding company,

(ii) 2012 and 2013 assessment
periods. For the 2012 and 2013

and (2) operating expenses for activities integral to
carrying out supervisory and regulatory
responsibilities such as training staff in the
supervisory function, research and analysis
functions including library subscription services,
collecting and processing regulatory reports filed by
supervised institutions, etc. All operating expenses
include applicable support, overhead, and pension
expenses.

2The categories of operating expenses that the
Board believes are necessary or appropriate include
but are not limited to (1) direct operating expenses
for supervising and regulating assessed companies
such as conducting examinations, conducting stress
tests, communicating with the company regarding
supervisory matters and laws and regulations, etc.;
and (2) operating expenses for activities integral to
carrying out supervisory and regulatory
responsibilities such as training staff in the
supervisory function, research and analysis
functions including library subscription services,
collecting and processing regulatory reports filed by
supervised institutions, etc. All operating expenses
include applicable support, overhead, and pension
expenses.

assessment periods, for any foreign bank
holding company, total assessable assets
will be the average of the sum of the line
items set forth in this section reported
quarterly, plus any line items set forth
in this section reported annually for the
assessment period on an applicable
regulatory reporting form for the
assessment period for all of the foreign
bank holding company’s majority-
owned:

(A) Top-tier, U.S.-domiciled bank
holding companies and savings and
loan holding companies, calculated as:

(1) Total assets (line item 12) as
reported on Schedule HC of the FR Y-
9C and, as applicable;

(2) Total assets (line item 1, column
B) as reported on FR 2320;

(B) Related branches and agencies of
Foreign Banks in the United States,
calculated as: total claims on nonrelated
parties (line item 1.i from column A on
Schedule RAL) plus net due from
related institutions in foreign countries
(line items 2.a, 2.b(1), 2.b(2), and 2.c
from column A, minus line items 2.a,
2.b(1), 2.b(2) and 2.c from column B,
part 1 on Schedule M), minus
transactions with related nondepository
majority-owned subsidiaries in the U.S.
(line item 1 from column A, part 3 on
Schedule M), as reported on the Report
of Assets and Liabilities of U.S.
Branches and Agencies of Foreign Banks
(FFIEC 002);

(C) U.S.-domiciled nonbank
subsidiaries, calculated as:

(1) For FR Y-7N filers: total assets
(line item 10) as reported for each
nonbank subsidiary reported on
Schedule BS—Balance Sheet of the
Financial Statements of U.S. Nonbank
Subsidiaries Held by Foreign Banking
Organizations (FR Y-7N); minus
balances due from related institutions
located in the United States, gross (line
item 4.a), as reported on Schedule BS—
M—Memoranda, and, as applicable;

(2) For FR Y-=7NS (annual) filers: total
assets (line item 2) as reported for each
nonbank subsidiary reported on
abbreviated financial statements (page
3) of the Abbreviated Financial
Statements of U.S. Nonbank
Subsidiaries Held by Foreign Banking
Organizations (FR Y-7NS);

(D) Edge Act and agreement
corporations that are not reflected in the
assets of a U.S.-domiciled parent’s
regulatory reporting form submission,
calculated as claims on nonrelated
organizations (line item 9,
“consolidated total” column on
Schedule RC of the Consolidated Report
of Condition and Income for Edge and
Agreement Corporations (FR 2886b)),
plus claims on related organizations
domiciled outside the United States

(line items 2.a and 2.b, column A on
Schedule RC-M), as reported on FR
2886b;

(E) Banks and savings associations
that are not reflected in the assets of a
U.S.-domiciled parent’s regulatory
reporting form submission, calculated
as: total assets (line item 12) as reported
on Schedule RC—Balance Sheet of the
Consolidated Reports of Condition and
Income for a Bank with Domestic and
Foreign Offices (FFIEC 031), or total
assets (line item 12) as reported on
Schedule RC—Balance Sheet of the
Consolidated Reports of Condition and
Income for a Bank with Domestic
Offices Only (FFIEC 041), as applicable;
and

(F) Broker-dealers that are not
reflected in the assets of a U.S.-
domiciled parent’s regulatory reporting
form submission, calculated as: total
assets as reported on statement of
financial condition of the Securities and
Exchange Commission’s Form X-17A-5
(FOCUS REPORT), Part II line item 16,
Part Ila, line item 12, or Part Il CSE, line
item 18, as applicable.

(3)(i) Savings and loan holding
companies. For any savings and loan
holding company, other than a foreign
savings and loan holding company, total
assessable assets will be, except as
provided in paragraph (e)(3)(ii) of this
section, the average of the savings and
loan holding company’s total
consolidated assets as reported for the
assessment period on the regulatory
reports on the savings and loan holding
company’s Form FR Y-9C, column B of
the Quarterly Savings and Loan Holding
Company Report (FR 2320), or other
reports as determined by the Board as
applicable to the savings and loan
holding company. If the savings and
loan holding company is a
grandfathered unitary savings and loan
holding company, total assessable assets
will only include the assets associated
with its savings association subsidiary
and its other financial activities.

(i) If a company does not calculate its
total consolidated assets under GAAP
for any regulatory purpose (including
compliance with applicable securities
laws), the company may request that the
Board permit the company to file a
quarterly estimate of its total
consolidated assets. The Board may, in
its discretion and subject to Board
review and adjustment, permit the
company to provide estimated total
consolidated assets on a quarterly basis.
The company’s total assessable assets
will be the average of the estimated total
consolidated assets provided for the
assessment period.

(4) Nonbank financial companies
supervised by the Board. For a nonbank
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financial company supervised by the
Board, if the company is a U.S.
company, this amount will be the
average of the nonbank financial
company’s total consolidated assets as
reported for the assessment period on
such regulatory or other reports as are
applicable to the nonbank financial
company determined by the Board; if
the company is a foreign company, this
amount will be the average of the
nonbank financial company’s total
combined assets of U.S. operations, net
of intercompany balances and
transactions between U.S. domiciled
affiliates, branches and agencies, as
reported for the assessment period on
such regulatory or other reports as
determined by the Board as applicable
to the nonbank financial company.

§246.5 Notice of assessment and appeal.

(a) Notice of Assessment. The Board
shall issue a notice of assessment to
each assessed company no later than
June 30 of each calendar year following
the assessment period, provided,
however, that for the 2012 assessment
period, the Board shall issue a notice of
assessment as soon as reasonably
practical after publication of the final
rule in the Federal Register.

(b) Appeal Period.

(1) Each assessed company will have
thirty calendar days from June 30, or, for
the 2012 assessment period, thirty
calendar days from the Board’s issuance
of a notice of assessment for that
assessment period, to submit a written
statement to appeal the Board’s
determination:

(i) That the company is an assessed
company; or

(ii) Of the company’s total assessable
assets.

(2) The Board will respond with the
results of its consideration to an
assessed company that has submitted a
written appeal within 15 calendar days
from the end of the appeal period in
paragraph (b)(1) of this section.

§246.6 Collection of assessments;
payment of interest.

(a) Collection date. Each assessed
company shall remit to the Federal
Reserve the amount of its assessment
using the Fedwire Funds Service by
September 15 of the calendar year
following the assessment period, or, for
the 2012 assessment period, by a date
specified in the notice of assessment for
that assessment period.

(b) Payment of interest.

(1) If the Board does not receive the
total amount of an assessed company’s
assessment by the collection date for
any reason not attributable to the Board,
the assessment will be delinquent and

the assessed company shall pay to the
Board interest on any sum owed to the
Board according to this rule (delinquent
payments).

(2) Interest on delinquent payments
will be assessed beginning on the first
calendar day after the collection date,
and on each calendar day thereafter up
to and including the day payment is
received. Interest will be simple
interest, calculated for each day
payment is delinquent by multiplying
the daily equivalent of the applicable
interest rate by the amount delinquent.
The rate of interest will be the United
States Treasury Department’s current
value of funds rate (the “CVFR
percentage’’); issued under the Treasury
Fiscal Requirements Manual and
published quarterly in the Federal
Register. Each delinquent payment will
be charged interest based on the CVFR
percentage applicable to the quarter in
which all or part of the assessment goes
unpaid.

By order of the Board of Governors of the
Federal Reserve System, August 15, 2013.
Robert deV. Frierson,

Secretary of the Board.
[FR Doc. 2013-20306 Filed 8-22-13; 8:45 am|
BILLING CODE P

FEDERAL DEPOSIT INSURANCE
CORPORATION

12 CFR Part 390

Regulations Transferred From the
Office of Thrift Supervision

CFR Correction

m In Title 12 of the Code of Federal
Regulations, Parts 300 to 499, revised as
of January 1, 2013, in Appendix A to
Subpart Z of Part 390, at the bottom of
page 1015, reinstate footnotes 10
through 12, and at the bottom of page
1019, reinstate footnotes 28 through 32,
to read as follows:

Appendix A to Subpart Z to Part 390—
Risk-Based Capital Requirements—
Internal-Ratings-Based and Advanced
Measurement Approaches

* * * * *

10 Entities include securities, insurance
and other financial subsidiaries, commercial
subsidiaries (where permitted), and
significant minority equity investments in
insurance, financial and commercial entities.

11 Representing 50 percent of the amount,
if any, by which total expected credit losses
as calculated within the IRB approach exceed
eligible credit reserves, which must be
deducted from tier 1 capital.

12Including 50 percent of the amount, if
any, by which total expected credit losses as
calculated within the IRB approach exceed

eligible credit reserves, which must be
deducted from tier 2 capital.
* * * * *

28 Net unsecured credit exposure is the
credit exposure after considering the benefits
from legally enforceable netting agreements
and collateral arrangements, without taking
into account haircuts for price volatility,
liquidity, etc.

29 This may include interest rate derivative
contracts, foreign exchange derivative
contracts, equity derivative contracts, credit
derivatives, commodity or other derivative
contracts, repo-style transactions, and
eligible margin loans.

30 At a minimum, a State savings
association must provide the disclosures in
Table 11.7 in relation to credit risk mitigation
that has been recognized for the purposes of
reducing capital requirements under this
appendix. Where relevant, State savings
associations are encouraged to give further
information about mitigants that have not
been recognized for that purpose.

31 Credit derivatives that are treated, for the
purposes of this appendix, as synthetic
securitization exposures should be excluded
from the credit risk mitigation disclosures
and included within those relating to
securitization.

32 Counterparty credit risk-related
exposures disclosed pursuant to Table 11.6
should be excluded from the credit risk
mitigation disclosures in Table 11.7.

* * * * *

[FR Doc. 2013—-20707 Filed 8—-22—-13; 8:45 am]
BILLING CODE 1505-01-D

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA—-2013-0335; Directorate
Identifier 2012-NM-187-AD; Amendment
39-17549; AD 2013-16-11]

RIN 2120-AA64

Airworthiness Directives; Airbus
Airplanes

AGENCY: Federal Aviation
Administration (FAA), Department of
Transportation (DOT).

ACTION: Final rule.

SUMMARY: We are adopting a new
airworthiness directive (AD) for certain
Airbus Model A330-300, A340-200,
and A340-300 series airplanes. This AD
was prompted by a determination that
ballscrew rupture could occur on
certain trimmable horizontal stabilizer
actuators (THSAs). This AD requires
repetitive THSA ballscrew shaft
integrity tests, and replacement if
necessary. We are issuing this AD to
detect and correct ballscrew rupture,
which, along with corrosion on the
ballscrew lower splines, may lead to
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loss of transmission of THSA torque
loads from the ballscrew to the tie-bar
and consequent THSA blowback, which
could result in loss of control of the
airplane.

DATES: This AD becomes effective
September 27, 2013.

The Director of the Federal Register
approved the incorporation by reference
of certain publications listed in this AD
as of September 27, 2013.

ADDRESSES: You may examine the AD
docket on the Internet at http://
www.regulations.gov or in person at the
U.S. Department of Transportation,
Docket Operations, M—30, West
Building Ground Floor, Room W12-140,
1200 New Jersey Avenue SE.,
Washington, DC.

FOR FURTHER INFORMATION CONTACT:
Vladimir Ulyanov, Aerospace Engineer,
International Branch, ANM-116,
Transport Airplane Directorate, FAA,
1601 Lind Avenue SW., Renton,
Washington 98057-3356; telephone
(425) 227-1138; fax (425) 227-1149.
SUPPLEMENTARY INFORMATION:

Discussion

We issued a notice of proposed
rulemaking (NPRM) to amend 14 CFR
part 39 to include an AD that would
apply to the specified products. The
NPRM was published in the Federal
Register on May 2, 2013 (78 FR 25664).
The NPRM proposed to correct an
unsafe condition for the specified
products. The European Aviation Safety
Agency (EASA), which is the Technical
Agent for the Member States of the
European Community, has issued EASA
AD 2012-0210, dated October 11, 2012
(referred to after this as the Mandatory
Continuing Airworthiness Information,
or “the MCAI”), to correct an unsafe
condition for the specified products.
The MCAI states:

Since the issuance of EASA AD 2012-0061
which addresses the corrosion identified in
service on THSA [part number] P/N 47147—
500 and P/N 47147-700 at the level of the
ballscrew lower splines, further analyses
have been conducted to determine the need
for any additional action.

The ballscrew lower splines are not loaded
in normal operation, only in case of
ballscrew rupture. Analysis results have
shown that such rupture could happen
during the current inspection interval
imposed by the Maintenance Review Board
Report (MRBR), task 274000-12.

Corrosion on the lower splines, in case of
ballscrew rupture, may lead to loss of
transmission of THSA torque loads from the
ballscrew to the tie-bar and consequent
THSA blowback, which could result in loss
of control of the aeroplane.

For the reasons described above, this
[EASA] AD requires reduction of the check
interval of MRBR task 274000-12.

Required actions include repetitive
THSA ballscrew shaft integrity tests.
Corrective actions include replacement
of the THSA. You may obtain further
information by examining the MCAI in
the AD docket.

Comments

We gave the public the opportunity to
participate in developing this AD. We
received no comments on the NPRM (78
FR 25664, May 2, 2013) or on the
determination of the cost to the public.

Conclusion

We reviewed the available data and
determined that air safety and the
public interest require adopting this AD
as proposed—except for minor editorial
changes. We have determined that these
minor changes:

¢ Are consistent with the intent that
was proposed in the NPRM (78 FR
25664, May 2, 2013) for correcting the
unsafe condition; and

¢ Do not add any additional burden
upon the public than was already
proposed in the NPRM (78 FR 25664,
May 2, 2013).

Costs of Compliance

We estimate that this AD affects 30
products of U.S. registry. We also
estimate that it takes 7 work-hours per
product to comply with the basic
requirements of this AD. The average
labor rate is $85 per work-hour. Based
on these figures, we estimate the cost of
the AD on U.S. operators to be $17,850,
or $595 per product.

In addition, we estimate that any
necessary follow-on actions take about 8
work-hours and require parts costing up
to $722,556, for a cost of up to $723,236
per product. We have no way of
determining the number of products
that may need these actions.

Authority for This Rulemaking

Title 49 of the United States Code
specifies the FAA’s authority to issue
rules on aviation safety. Subtitle I,
section 106, describes the authority of
the FAA Administrator. “Subtitle VII:
Aviation Programs,” describes in more
detail the scope of the Agency’s
authority.

We are issuing this rulemaking under
the authority described in “Subtitle VII,
Part A, Subpart III, Section 44701:
General requirements.” Under that
section, Congress charges the FAA with
promoting safe flight of civil aircraft in
air commerce by prescribing regulations
for practices, methods, and procedures
the Administrator finds necessary for
safety in air commerce. This regulation
is within the scope of that authority
because it addresses an unsafe condition

that is likely to exist or develop on
products identified in this rulemaking
action.
Regulatory Findings

We determined that this AD will not
have federalism implications under
Executive Order 13132. This AD will
not have a substantial direct effect on
the States, on the relationship between
the national government and the States,
or on the distribution of power and
responsibilities among the various
levels of government.

For the reasons discussed above, I
certify that this AD:

1. Is not a “significant regulatory
action” under Executive Order 12866;

2. Is not a “‘significant rule” under the
DOT Regulatory Policies and Procedures
(44 FR 11034, February 26, 1979);

3. Will not affect intrastate aviation in
Alaska; and

4. Will not have a significant
economic impact, positive or negative,
on a substantial number of small entities
under the criteria of the Regulatory
Flexibility Act.

We prepared a regulatory evaluation
of the estimated costs to comply with
this AD and placed it in the AD docket.

Examining the AD Docket

You may examine the AD docket on
the Internet at http://
www.regulations.gov; or in person at the
Docket Operations office between 9 a.m.
and 5 p.m., Monday through Friday,
except Federal holidays. The AD docket
contains this AD, the MCAI, the
regulatory evaluation, any comments
received, and other information. The
street address for the Docket Operations
office (telephone (800) 647-5527) is in
the ADDRESSES section.

List of Subjects in 14 CFR Part 39

Air transportation, Aircraft, Aviation
safety, Incorporation by reference,
Safety.

Adoption of the Amendment

Accordingly, under the authority
delegated to me by the Administrator,
the FAA amends 14 CFR part 39 as
follows:

PART 39—AIRWORTHINESS
DIRECTIVES

m 1. The authority citation for part 39
continues to read as follows:

Authority: 49 U.S.C. 106(g), 40113, 44701.

§39.13 [Amended]
m 2. The FAA amends § 39.13 by adding
the following new AD:

2013-16-11 Airbus: Amendment 39-17549.
Docket No. FAA-2013-0335; Directorate
Identifier 2012—-NM-187-AD.
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(a) Effective Date

This airworthiness directive (AD) becomes
effective September 27, 2013.

(b) Affected ADs

None.
(c) Applicability

This AD applies to Airbus Model A330—
301, -302, -303, -321, —322, -323, —341,
—342, and —343 airplanes; and Model A340—
211,-212,-213, =311, 312, and —313
airplanes; certificated in any category; all
manufacturer serial numbers; if fitted with a
trimmable horizontal stabilizer actuator
(THSA) having part number (P/N) 47147-500
or P/N 47147-700.

(d) Subject

Air Transport Association (ATA) of
America Code 27, Flight Controls.

(e) Reason

This AD was prompted by a determination
that ballscrew rupture could occur on certain
THSAs. We are issuing this AD to detect and
correct ballscrew rupture, which, along with
corrosion on the ballscrew lower splines,
may lead to loss of transmission of THSA
torque loads from the ballscrew to the tie-bar
and consequent THSA blowback, which
could result in loss of control of the airplane.

(f) Compliance

You are responsible for having the actions
required by this AD performed within the
compliance times specified, unless the
actions have already been done.

(g) Repetitive Integrity Tests

At the later of the times specified in
paragraph (g)(1) or (g)(2) of this AD, as
applicable, do a THSA ballscrew shaft
integrity test, in accordance with the
Accomplishment Instructions of Airbus
Mandatory Service Bulletin A330-27-3191,
dated June 7, 2012; or Airbus Mandatory
Service Bulletin A340-27-4186, dated June
7,2012; as applicable. Repeat the integrity
test thereafter at intervals not to exceed
12,000 flight hours or 4,400 flight cycles,
whichever occurs first.

(1) At the latest of the times specified in
paragraph (g)(1)(1), (g)(1)(ii), or (g)(1)(iii) of
this AD.

(i) Within 12,000 flight hours since the
airplane’s first flight; or

(ii) Within 12,000 flight hours since the
most recent THSA ballscrew shaft integrity
test was done as specified in maintenance
review board report (MRBR) Task 274000-12;
or

(iii) Within 12,000 flight hours since the
most recent THSA ballscrew shaft integrity
test was done, as specified in Airbus
Mandatory Service Bulletin A330-27-3179
or Airbus Mandatory Service Bulletin A340—
27-4175, as applicable. (These service
bulletins specify testing in case of type II or
type III findings).

(2) Within 1,000 flight hours after the
effective date of this AD, but without
exceeding the latest of the times specified in
paragraph (g)(2)(i), (g)(2)(ii), or (g)(2)(iii) of
this AD.

(1) 16,000 flight hours since the airplane’s
first flight.

(ii) 16,000 flight hours since the most
recent THSA ballscrew shaft integrity test
was done, as specified in MRBR task 274000—
12.

(iii) 16,000 flight hours since the most
recent THSA ballscrew shaft integrity test
was done, as specified in Airbus Mandatory
Service Bulletin A330-27-3179, or Airbus
Mandatory Service Bulletin A340-27-4175,
as applicable. (These service bulletins specify
testing in case of type II or type III findings).

(h) Replacement

If the result from any test required by
paragraph (g) of this AD is not correct, as
specified in the Accomplishment
Instructions of Airbus Mandatory Service
Bulletin A330-27-3191, dated June 7, 2012;
or Airbus Mandatory Service Bulletin A340—
27-4186, dated June 7, 2012; as applicable:
Before further flight, replace the THSA with
a serviceable THSA, in accordance with the
Accomplishment Instructions of Airbus
Mandatory Service Bulletin A330-27-3191,
dated June 7, 2012; or Airbus Mandatory
Service Bulletin A340-27-4186, dated June
7, 2012; as applicable. Replacement of a
THSA, as required by this paragraph, with a
THSA having P/N 47147-500 or P/N 47147—
700, is not terminating action for the
repetitive tests required by paragraph (g) of
this AD.

(i) Other FAA AD Provisions

The following provisions also apply to this
AD:

(1) Alternative Methods of Compliance
(AMOCs): The Manager, International
Branch, ANM-116, Transport Airplane
Directorate, FAA, has the authority to
approve AMOG:s for this AD, if requested
using the procedures found in 14 CFR 39.19.
In accordance with 14 CFR 39.19, send your
request to your principal inspector or local
Flight Standards District Office, as
appropriate. If sending information directly
to the International Branch, send it to ATTN:
Vladimir Ulyanov, Aerospace Engineer,
International Branch, ANM-116, Transport
Airplane Directorate, FAA, 1601 Lind
Avenue SW., Renton, Washington 98057—
3356; telephone (425) 227-1138; fax (425)
227-1149. Information may be emailed to: 9-
ANM-116-AMOC-REQUESTS@faa.gov.
Before using any approved AMOGC, notify
your appropriate principal inspector, or
lacking a principal inspector, the manager of
the local flight standards district office/
certificate holding district office. The AMOC
approval letter must specifically reference
this AD.

(2) Airworthy Product: For any requirement
in this AD to obtain corrective actions from
a manufacturer or other source, use these
actions if they are FAA-approved. Corrective
actions are considered FAA-approved if they
are approved by the State of Design Authority
(or their delegated agent). You are required
to assure the product is airworthy before it
is returned to service.

(j) Related Information

Refer to Mandatory Continuing
Airworthiness Information European
Aviation Safety Agency Airworthiness
Directive 2012-0210, dated October 11, 2012,
for related information, which can be found

in the AD docket on the internet at http://
www.regulations.gov.

(k) Material Incorporated by Reference

(1) The Director of the Federal Register
approved the incorporation by reference
(IBR) of the service information listed in this
paragraph under 5 U.S.C. 552(a) and 1 CFR
part 51.

(2) You must use this service information
as applicable to do the actions required by
this AD, unless the AD specifies otherwise.

(i) Airbus Mandatory Service Bulletin
A330-27-3191, dated June 7, 2012.

(ii) Airbus Mandatory Service Bulletin
A340-27-4186, dated June 7, 2012.

(3) For service information identified in
this AD, contact Airbus SAS, Airworthiness
Office—EAL, 1 Rond Point Maurice Bellonte,
31707 Blagnac Cedex, France; telephone +33
561 93 36 96; fax +33 5 61 93 45 80; email
airworthiness.A330-A340@airbus.com;
Internet http://www.airbus.com.

(4) You may review copies of the service
information at the FAA, Transport Airplane
Directorate, 1601 Lind Avenue SW., Renton,
WA. For information on the availability of
this material at the FAA, call 425-227-1221.

(5) You may view this service information
that is incorporated by reference at the
National Archives and Records
Administration (NARA). For information on
the availability of this material at NARA, call
202-741-6030, or go to: http://
www.archives.gov/federal-register/cfr/ibr-
locations.html.

Issued in Renton, Washington, on August
1, 2013.
Jeffrey E. Duven,

Acting Manager, Transport Airplane
Directorate, Aircraft Certification Service.

[FR Doc. 2013—-19161 Filed 8-22-13; 8:45 am]|
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA-2013-0341; Directorate
Identifier 2012-SW-025-AD; Amendment
39-17557; AD 2013-16—19]

RIN 2120-AA64
Airworthiness Directives; Eurocopter
France Helicopters

AGENCY: Federal Aviation
Administration (FAA), DOT.
ACTION: Final rule.

SUMMARY: We are adopting a new
airworthiness directive (AD) for
Eurocopter France (Eurocopter) Model
EC120B and EC130B4 helicopters with
a certain emergency flotation gear (float)
installed. This AD requires inspecting
the float for chafing of the fabric
covering and adding protectors to the
float installation to prevent contact
between the float and the protruding
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sections of the installation. This AD was
prompted by a report of a float that
would not inflate during overhaul
because one of the float compartments
was punctured due to chafing. The
actions of this AD are intended to
prevent failure of float and subsequent
loss of control of the helicopter during
an emergency water landing.

DATES: This AD is effective September
27,2013.

The Director of the Federal Register
approved the incorporation by reference
of certain documents listed in this AD
as of September 27, 2013.

ADDRESSES: For service information
identified in this AD, contact American
Eurocopter Corporation, 2701 N. Forum
Drive, Grand Prairie, TX 75052;
telephone (972) 641-0000 or (800) 232—
0323; fax (972) 641-3775; or at http://
www.eurocopter.com/techpub. You may
review the referenced service
information at the FAA, Office of the
Regional Counsel, Southwest Region,
2601 Meacham Blvd., Room 663, Fort
Worth, Texas 76137.

Examining the AD Docket

You may examine the AD docket on
the Internet at http://
www.regulations.gov or in person at the
Docket Operations Office between 9
a.m. and 5 p.m., Monday through
Friday, except Federal holidays. The AD
docket contains this AD, the foreign
authority’s AD, any incorporated-by-
reference service information, the
economic evaluation, any comments
received, and other information. The
street address for the Docket Operations
Office (phone: 800-647-5527) is U.S.
Department of Transportation, Docket
Operations Office, M—30, West Building
Ground Floor, Room W12-140, 1200
New Jersey Avenue SE., Washington,
DC 20590.

FOR FURTHER INFORMATION CONTACT: Gary
Roach, Aviation Safety Engineer,
Regulations and Policy Group,
Rotorcraft Directorate, FAA, 2601
Meacham Blvd., Fort Worth, Texas
76137; telephone (817) 222-5110; email
gary.b.roach@faa.gov.

SUPPLEMENTARY INFORMATION:

Discussion

On April 15, 2013, at 78 FR 22213, the
Federal Register published our notice of
proposed rulemaking (NPRM), which
proposed to amend 14 CFR part 39 to
include an AD that would apply to
Eurocopter Model EC120B helicopters
with a left-hand (LH) emergency
flotation gear, part number (P/N)
215674-0, 215674-1, or 2156742
installed, fitted with a float, P/N
215481-0; or with a right-hand (RH)

emergency flotation gear, P/N 215675-0,
215675-1, or 215675-2 installed, fitted
with a float, P/N 215482—0; and Model
EC130B4 helicopters with a LH
emergency flotation gear P/N 217227-0
installed, fitted with a float P/N
217174-0; or with a RH emergency
flotation gear P/N 217228-0 installed,
fitted with a float, P/N 217195-0. The
NPRM proposed to require inspecting
the float for chafing of the fabric
covering and adding protectors to the
float installation to prevent contact
between the float and the protruding
sections of the installation. The
proposed requirements were intended to
prevent failure of float and subsequent
loss of control of the helicopter during
an emergency water landing.

The NPRM was prompted by AD No.
2011-0185, dated September 23, 2011
(AD 2011-0185), issued by the
European Aviation Safety Agency
(EASA), which is the Technical Agent
for the Member States of the European
Union. EASA issued AD 2011-0185 to
correct an unsafe condition for
Eurocopter Model EC120 and EC130
helicopters. EASA advises that during
overhaul of an emergency flotation gear
installation, it was impossible to inflate
the RH float according to the
instructions in the equipment
manufacturer’s manual. An
investigation revealed that one of the
compartments in the float was
punctured and several areas of the LH
and RH floats were damaged, caused by
chafing between the float and the
protruding sections of the supply bars
and banjo unions. To address this
potentially unsafe condition, EASA
issued AD No. 2009-0190, dated August
26, 2009 (AD 2009-0190), which
required repetitive inspections of the
floats to detect chafing. Aerazur, the
float manufacturer, later developed
protectors to be installed on the floats to
eliminate interference between the float
and the blunt parts of the installation.
EASA then issued AD 2011-0185,
which superseded AD 2009-0190 and
required installation of the protectors on
the floats as terminating action for the
repetitive inspections.

Comments

We gave the public the opportunity to
participate in developing this AD, but
we did not receive any comments on the
NPRM (78 FR 22213, April 15, 2013).

FAA’s Determination

These helicopters have been approved
by the aviation authority of France and
are approved for operation in the United
States. Pursuant to our bilateral
agreement with France, EASA, its
technical representative, has notified us

of the unsafe condition described in the
EASA AD. We are issuing this AD
because we evaluated all information
provided by EASA and determined the
unsafe condition exists and is likely to
exist or develop on other helicopters of
these same type designs and that air
safety and the public interest require
adopting the AD requirements as
proposed

Related Service Information

Eurocopter has issued Alert Service
Bulletin (ASB) No. 05A011, Revision 0,
dated June 8, 2009 (ASB 05A011), for
Model EC120B helicopters and ASB No.
05A008, Revision 0, dated June 8, 2009
(ASB 05A008), for Model EC130B4
helicopters. Both ASBs specify
inspecting the floats for deterioration
and chafing at specified intervals and, if
necessary, repairing the floats.

Eurocopter has also issued ASB No.
EC120-25A026, Revision 0, dated July
11, 2011 (ASB EC120-25A026), for
Model EC120B helicopters and ASB No.
EC130-25A042, Revision 0, dated July
11, 2011 (ASB EC130-25A042), for
Model EC130B4 helicopters. Both ASBs
specify modifying certain part-
numbered LH and RH emergency
flotation gear by adding protectors onto
the rear bracket and supply couplings of
the float installation. The ASBs specify
following procedures in Aerazur Service
Bulletin (SB) No. 25-69-87, dated
March 14, 2011, for floats installed on
Model EC120B helicopters and Aerazur
SB No. 25-69-58, dated March 14, 2011,
for floats installed on Model EC130B4
helicopters. Each Aerazur SB is
incorporated as an appendix to the
corresponding Eurocopter ASB.

Costs of Compliance

We estimate that this AD will affect
60 helicopters of U.S. Registry. Based on
an average labor rate of $85 per work-
hour, we estimate that operators may
incur the following costs to comply with
this AD. Inspecting the floats for chafing
will require about .5 hour, for a cost per
helicopter of $43, and a cost to U.S.
operators of $2,580. Modifying the floats
with protective covers will require
about 1 hour and required parts cost
about $500, for a cost per helicopter of
$585, and a cost to U.S. operators of
$35,100. The total estimated cost of this
AD is $628 per helicopter and $37,680
for the U.S. operator fleet.

Authority for This Rulemaking

Title 49 of the United States Code
specifies the FAA’s authority to issue
rules on aviation safety. Subtitle I,
section 106, describes the authority of
the FAA Administrator. Subtitle VII:
Aviation Programs, describes in more
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detail the scope of the Agency’s
authority.

We are issuing this rulemaking under
the authority described in Subtitle VII,
Part A, Subpart III, Section 44701:
“General requirements.” Under that
section, Congress charges the FAA with
promoting safe flight of civil aircraft in
air commerce by prescribing regulations
for practices, methods, and procedures
the Administrator finds necessary for
safety in air commerce. This regulation
is within the scope of that authority
because it addresses an unsafe condition
that is likely to exist or develop on
helicopters identified in this rulemaking
action.

Regulatory Findings

This AD will not have federalism
implications under Executive Order
13132. This AD will not have a
substantial direct effect on the States, on
the relationship between the national
government and the States, or on the
distribution of power and
responsibilities among the various
levels of government.

For the reasons discussed above, I
certify that this AD:

(1) Is not a ““significant regulatory
action” under Executive Order 12866;

(2) Is not a ““significant rule” under
DOT Regulatory Policies and Procedures
(44 FR 11034, February 26, 1979);

(3) Will not affect intrastate aviation
in Alaska to the extent that it justifies
making a regulatory distinction; and

(4) Will not have a significant
economic impact, positive or negative,
on a substantial number of small entities
under the criteria of the Regulatory
Flexibility Act.

We prepared an economic evaluation
of the estimated costs to comply with
this AD and placed it in the AD docket.

List of Subjects in 14 CFR Part 39

Air transportation, Aircraft, Aviation
safety, Incorporation by reference,
Safety.

Adoption of the Amendment

Accordingly, under the authority
delegated to me by the Administrator,
the FAA amends 14 CFR part 39 as
follows:

PART 39—AIRWORTHINESS
DIRECTIVES

m 1. The authority citation for part 39
continues to read as follows:

Authority: 49 U.S.C. 106(g), 40113, 44701.

§39.13 [Amended]

m 2. The FAA amends § 39.13 by adding
the following new airworthiness
directive (AD):

2013-16-19 Eurocopter France:
Amendment 39-17557; Docket No.
FAA-2013-0341; Directorate Identifier
2012-SW-025-AD.

(a) Applicability

(1) This AD applies to the following
helicopters, certificated in any category:

(i) Model EC120B helicopters with a left-
hand (LH) emergency flotation gear, part
number (P/N) 215674-0, 215674—1, or
215674—2 installed, fitted with a float, P/N
215481-0; or with a right-hand (RH)
emergency flotation gear, P/N 215675-0,
215675-1, or 2156752 installed, fitted with
a float, P/N 215482-0; and

(ii) Model EC130B4 helicopters with a LH
emergency flotation gear P/N 217227-0
installed, fitted with a float P/N 217174-0; or
with a RH emergency flotation gear P/N
217228-0 installed, fitted with a float, P/N
217195-0.

(b) Unsafe Condition

This AD defines the unsafe condition as
chafing of the float due to contact with the
protruding sections of the supply bars and
banjo sections of the emergency flotation gear
installation. This condition could result in
the float becoming punctured, failure of the
float to inflate, and subsequent loss of control
of the helicopter during an emergency water
landing.

(c) Effective Date

This AD becomes effective September 27,
2013.

(d) Compliance

You are responsible for performing each
action required by this AD within the
specified compliance time unless it has
already been accomplished prior to that time.

(e) Required Actions

(1) For emergency flotation gear that have
accumulated 250 or more hours time-in
service (TIS), within 50 hours TIS,
accomplish the following:

(i) Undo the Velcro tapes and remove the
break laces. Remove the caps from the cover
end. Unfold the cover.

(ii) Inspect each float area in contact with
the emergency flotation gear protruding parts
(supply bar, banjo union, and fittings) for
chafing as shown in Figure 1 of Eurocopter
Alert Service Bulletin (ASB) No. 05A011,
Revision 0, dated June 8, 2009, or Eurocopter
ASB No. 05A008, Revision 0, dated June 8,
2009, as appropriate for your model
helicopter.

(iii) If there is any chafing between the
protruding parts and the float fabric, before
further flight, inspect the flotation gear.

(A) Unfold and visually inspect the float
assemblies for any cuts, tears, punctures, or
abrasion. Replace the cover if the internal
polycarbonate sheet is cut or if the cover is
cut or punctured.

(B) Lightly inflate the floats to
approximately 50 hectopascals through the
manual inflating valve and inspect the fabric
panels and girts for any cuts, tears,
punctures, or abrasion. If there is a cut, tear,
puncture, or any abrasion, repair the float.

(2) For emergency floatation gear that have
accumulated less than 250 hours TIS, on or

before accumulating 300 hours TIS, inspect
the float gear as described in paragraph
(e)(1)(d) through (iii) of this AD.

(3) Within 300 hours TIS:

(i) For Model EC120B helicopters, install
protectors on and re-identify the P/N of each
LH and RH emergency floatation gear as
described in the Operating Instructions,
paragraph 2.C., of Aerazur Service Bulletin
(SB) No. 25-69-87, dated March 14, 2011.
The Aerazur SB is attached as an appendix
to Eurocopter Alert Service Bulletin (ASB)
No. EC120-25A026, Revision 0, dated July
11, 2011.

(ii) For Model EC130B4 helicopters, install
protectors on and re-identify the P/N of each
LH and RH emergency floatation gear as
described in the Operating Instructions,
paragraph 2., of Aerazur SB No. 25-69-58,
dated March 14, 2011. The Aerazur SB is
attached as an appendix to Eurocopter ASB
No. EC130-25A042, Revision 0, dated July
11, 2011.

(f) Alternative Methods of Compliance
(AMOCs)

(1) The Manager, Safety Management
Group, FAA, may approve AMOCs for this
AD. Send your proposal to: Gary Roach,
Aviation Safety Engineer, Regulations and
Policy Group, Rotorcraft Directorate, FAA,
2601 Meacham Blvd., Fort Worth, Texas
76137; telephone (817) 222-5110; email
gary.b.roach@faa.gov.

(2) For operations conducted under a 14
CFR part 119 operating certificate or under
14 CFR part 91, subpart K, we suggest that
you notify your principal inspector, or
lacking a principal inspector, the manager of
the local flight standards district office or
certificate holding district office before
operating any aircraft complying with this
AD through an AMOC.

(g) Additional Information

(1) The subject of this AD is addressed in
European Aviation Safety Agency AD No.
2011-0185, dated September 23, 2011, which
can be found in the AD Docket on the
Internet at http://www.regulations.gov.

(2) Eurocopter ASB No. EC120-25A026,
Revision 0, dated July 11, 2011, and
Eurocopter ASB No. EC130-25A042,
Revision 0, dated July 11, 2011, which are
not incorporated by reference, contain
additional information about the subject of
this AD. You may view this service
information at the FAA, Office of the
Regional Counsel, Southwest Region, 2601
Meacham Blvd., Room 663, Fort Worth,
Texas 76137. For information on the
availability of this material at the FAA, call
(817) 222-5110.

(h) Subject

Joint Aircraft Service Component (JASC)
Code: 3212: Emergency Flotation Section.

(i) Material Incorporated by Reference

(1) The Director of the Federal Register
approved the incorporation by reference
(IBR) of the service information listed in this
paragraph under 5 U.S.C. 552(a) and 1 CFR
part 51.

(2) You must use this service information
as applicable to do the actions required by
this AD, unless the AD specifies otherwise.
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(i) Aerazur SB No. 25-69-58, dated March
14, 2011, which is attached as an appendix
to Eurocopter ASB No. EC130-25A042,
Revision 0, dated July 11, 2011.

(ii) Aerazur SB No. 25-69-87, dated March
14, 2011, which is attached as an appendix
to Eurocopter ASB No. EC120-25A026,
Revision 0, dated July 11, 2011.

(iii) Eurocopter ASB No. 05A008, Revision
0, dated June 8, 2009.

(iv) Eurocopter ASB No. 05A011, Revision
0, dated June 8, 2009.

(3) For Eurocopter and Aerazur service
information identified in this AD, contact
American Eurocopter Corporation, 2701 N.
Forum Drive, Grand Prairie, TX 75052;
telephone (972) 641—-0000 or (800) 232-0323;
fax (972) 641-3775; or at http://
www.eurocopter.com/techpub.

(4) You may view this service information
that is incorporated by reference in the AD
Docket on the Internet at http://
www.regulations.gov.

(5) You may also view this service
information that is incorporated by reference
at the National Archives and Records
Administration (NARA). For information on
the availability of this material at NARA, call
(202) 741-6030, or go to: http://
www.archives.gov/federal-register/cfr/ibr-
locations.html.

Issued in Fort Worth, Texas, on August 2,
2013.
Lance T. Gant,

Acting Directorate Manager, Rotorcraft
Directorate, Aircraft Certification Service.

[FR Doc. 2013-19438 Filed 8-22—13; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA-2012-0887; Directorate
Identifier 2009-SW-02—-AD; Amendment 39—
17551; AD 2013-16-13]

RIN 2120-AA64

Airworthiness Directives; Eurocopter
Deutschland GmbH Helicopters

AGENCY: Federal Aviation
Administration (FAA), DOT.

ACTION: Final rule.

SUMMARY: We are adopting a new
airworthiness directive (AD) for
Eurocopter Deutschland GmbH (ECD)
Model BO-105A, BO-105C, BO-1058S,
BO-105LS A-1, BO-105LS A-3, MBB-
BK 117 A-1, MBB-BK 117 A-3, MBB-
BK 117 A-4, MBB-BK 117 B-1, MBB-
BK-117 B-2, and MBB-BK 117 C-1
helicopters to require inspections for
corrosion or thread damage to each tail
rotor balance weight (weight) and each
tail rotor control lever (lever). This AD
was prompted by a European Aviation
Safety Agency (EASA) AD and a

Transport Canada Civil Aviation (TCCA)
AD, both issued based on a report that
corrosion was detected on a weight in
the area of the attachment thread on a
model BO-105 helicopter. The actions
of this AD are intended to detect
corrosion and thread damage in the
threaded area of the weight and lever,
and to prevent failure of a weight or
lever, separation of tail rotor parts,
severe vibration, and subsequent loss of
control of the helicopter.

DATES: This AD is effective September
27,2013.

The Director of the Federal Register
approved the incorporation by reference
of certain documents listed in this AD
as of September 27, 2013.

ADDRESSES: For service information
identified in this AD, contact American
Eurocopter Corporation, 2701 N. Forum
Drive, Grand Prairie, TX 75052;
telephone (972) 641-0000 or (800) 232—
0323; fax (972) 641-3775; or at http://
www.eurocopter.com/techpub. You may
review the referenced service
information at the FAA, Office of the
Regional Counsel, Southwest Region,
2601 Meacham Blvd., Room 663, Fort
Worth, TX 76137.

Examining the AD Docket

You may examine the AD docket on
the Internet at http://
www.regulations.gov or in person at the
Docket Operations Office between 9
a.m. and 5 p.m., Monday through
Friday, except Federal holidays. The AD
docket contains this AD, the EASA and
TCCA ADs, any incorporated-by-
reference service information, the
economic evaluation, any comments
received, and other information. The
street address for the Docket Operations
Office (phone: 800-647-5527) is U.S.
Department of Transportation, Docket
Operations Office, M—30, West Building
Ground Floor, Room W12-140, 1200
New Jersey Avenue SE., Washington,
DC 20590.

FOR FURTHER INFORMATION CONTACT:
Sharon Miles, Aviation Safety Engineer,
Regulations and Policy Group,
Rotorcraft Directorate, FAA, 2601
Meacham Blvd., Fort Worth, TX 76137;
telephone (817) 222-5110; email
sharon.y.miles@faa.gov.
SUPPLEMENTARY INFORMATION:

Discussion

On August 29, 2012, at 77 FR 52265,
the Federal Register published our
notice of proposed rulemaking (NPRM),
which proposed to amend 14 CFR part
39 to include an AD that would apply
to ECD Model BO-105A, BO-105C, BO-
105S, BO-105LS A-1, BO-105LS A-3,
MBB-BK 117 A-1, MBB-BK 117 A-3,

MBB-BK 117 A—4, MBB-BK117 B-1,
MBB-BK 117 B-2, and MBB-BK 117 C-
1 helicopters with certain levers and
weights installed. The NPRM proposed
to require conducting repetitive visual
inspections of each weight and lever
and proposed procedures for installing
a weight or lever. Additionally, the
NPRM proposed allowable tolerances
for corrosion or thread damage on the
threaded portion of a weight or lever
and proposed to require that a part with
corrosion or mechanical damage in
excess of allowable tolerances be
replaced with an airworthy part. The
proposed requirements were intended to
detect corrosion and thread damage in
the threaded area of a weight or lever,
to prevent failure of a weight or lever,
separation of tail rotor parts, severe
vibration, and subsequent loss of control
of the helicopter.

The NPRM was prompted by AD No.
2008-0206, dated November 25, 2008,
issued by EASA, which is the Technical
Agent for the Member States of the
European Union, and AD No. CF-2009—
12, dated March 24, 2009, issued by the
TCCA, which is the aviation authority
for Canada. EASA issued AD No. 2008—
0206 to correct the unsafe condition for
ECD Model BO 105 A, BO 105 C, BO
105 LS A-1, BO 105 D, BO 105 DS, BO
105 DB, BO 105 DBS, BO 105 DB—4, BO
105 DBS—4, BO 105 DBS-5, BO 105 S,
MBB-BK 117 A-1, MBB-BK 117 A-3,
MBB-BK 117 A—4, MBB-BK 117 B-1,
MBB-BK 117 B-2, and MBB-BK 117 C—
1 helicopters. The TCCA issued AD No.
CF-2009-12 to correct the unsafe
condition for Eurocopter Model BO 105
LS A-3 helicopters. These ADs state
that during a periodical inspection,
corrosion was detected on the weights
in the area of the attachment thread.
Since the issuance of the Canadian AD,
the type certificate for the Model BO
105 LS A-3 has been transferred from
Eurocopter Canada Limited to
Eurocopter Deutschland (Germany).

Comments

We gave the public the opportunity to
participate in developing this AD, but
we did not receive any comments on the
NPRM (77 FR 52265, August 29, 2012).

FAA’s Determination

These helicopters have been approved
by the aviation authority of Germany
and are approved for operation in the
United States. Pursuant to our bilateral
agreement with Germany, EASA, its
technical representative, has notified us
of the unsafe condition described in the
EASA AD. We are issuing this AD
because we evaluated all information
provided by EASA and determined the
unsafe condition exists and is likely to
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exist or develop on other helicopters of
these same type designs and that air
safety and the public interest require
adopting the AD requirements as
proposed, except we are updating some
of the contact information to obtain
service information from American
Eurocopter Corporation and we are
incorporating the two figures by
reference instead of including them in
our AD to meet current publication
requirements. These minor changes are
consistent with the intent of the
proposals in the NPRM (77 FR 52265,
August 29, 2012) and will not increase
the economic burden on any operator
nor increase the scope of this AD.

Differences Between This AD and the
EASA and TCCA ADs

This AD does not provide an extra 60
flight hours or 6 months beyond the
repetitive compliance time of 600 flight
hours or 48 months for the repetitive
inspections. This AD only applies to
those model helicopters type-
certificated in the United States.

Related Service Information

Eurocopter issued Alert Service
Bulletin (ASB) No. ASB-MBB-BK117—
30-113, dated September 23, 2008, for
all MBB BK117 model “A-1 to C-1"
helicopters; ASB No. ASB BO105-30-
116, dated September 23, 2008, for all
Model BO105 helicopters “including
BO105 CB-3 and BO105 CBS-5 KLH;”
and Eurocopter Canada Limited issued
ASB No. ASB BO 105 LS 30-12, dated
December 12, 2008, for Model BO 105
LS A-3 helicopters. These ASBs specify
visually inspecting the weights and
levers to detect corrosion or mechanical
damage; corrosion at an advanced stage
could destroy the threads. These ASBs
also specify replacing damaged weights
and levers that exceed certain limits.
The actions described in the mandatory
EASA and TCCA ADs are intended to
correct the unsafe condition, identified
in these ASBs, to ensure the continued
airworthiness of these helicopters.

Costs of Compliance

We estimate that this AD will affect
33 helicopters of U.S. Registry. We
estimate that operators may incur the
following costs in order to comply with
this AD. It will take approximately 4
work-hours per helicopter to remove,
inspect, and install 2 lever assemblies
and 4 weights per helicopter at an
average labor rate of $85 per work-hour.
Based on these figures, we estimate the
inspection cost of this AD will cost $340
per helicopter or $11,220 on U.S.
operators per inspection cycle. The
required parts will cost about $5,332 per
helicopter. We estimate the cost for

replacement will be $5,672 per
helicopter, assuming both lever
assemblies and all 4 weights are
replaced.

Authority for this Rulemaking

Title 49 of the United States Code
specifies the FAA’s authority to issue
rules on aviation safety. Subtitle I,
section 106, describes the authority of
the FAA Administrator. Subtitle VII:
Aviation Programs, describes in more
detail the scope of the Agency’s
authority.

We are issuing this rulemaking under
the authority described in Subtitle VII,
Part A, Subpart III, Section 44701:
“General requirements.” Under that
section, Congress charges the FAA with
promoting safe flight of civil aircraft in
air commerce by prescribing regulations
for practices, methods, and procedures
the Administrator finds necessary for
safety in air commerce. This regulation
is within the scope of that authority
because it addresses an unsafe condition
that is likely to exist or develop on
helicopters identified in this rulemaking
action.

Regulatory Findings

This AD will not have federalism
implications under Executive Order
13132. This AD will not have a
substantial direct effect on the States, on
the relationship between the national
government and the States, or on the
distribution of power and
responsibilities among the various
levels of government.

For the reasons discussed above, I
certify that this AD:

(1) Is not a “significant regulatory
action” under Executive Order 12866;

(2) Is not a “significant rule” under
DOT Regulatory Policies and Procedures
(44 FR 11034, February 26, 1979);

(3) Will not affect intrastate aviation
in Alaska to the extent that it justifies
making a regulatory distinction; and

(4) Will not have a significant
economic impact, positive or negative,
on a substantial number of small entities
under the criteria of the Regulatory
Flexibility Act.

We prepared an economic evaluation
of the estimated costs to comply with
this AD and placed it in the AD docket.

List of Subjects in 14 CFR Part 39

Air transportation, Aircraft, Aviation
safety, Incorporation by reference,
Safety.

Adoption of the Amendment

Accordingly, under the authority
delegated to me by the Administrator,
the FAA amends 14 CFR part 39 as
follows:

PART 39—AIRWORTHINESS
DIRECTIVES

m 1. The authority citation for part 39
continues to read as follows:

Authority: 49 U.S.C. 106(g), 40113, 44701.

§39.13 [Amended]

m 2. The FAA amends § 39.13 by adding
the following new airworthiness
directive (AD):

2013-16-13 Eurocopter Deutschland GmbH
(ECD): Amendment 39-17551; Docket
No. FAA-2012-0887; Directorate
Identifier 2009—-SW—-02—AD.
(a) Applicability
This AD applies to Model BO-105A, BO—
105C, BO-105S, and BO-105LS A-1
helicopters, with a tail rotor control lever
(lever), part number (P/N) 105-317231, 105—
317365, 105-31736, 105-31767, 105—-31728,
or 1121-31730, with tail rotor balance weight
(Weight) P/N 117-31715.01, 117-31715.02,
105-31728.03, 105—-31732.07, or 105—
31732.08; Model BO-105LS A-3 helicopters,
with lever P/N 105-31736 or 105-31767,
with Weight P/N 117-31715.01, 117—
31715.02, B642M1011 201, or 105—
317171.10; and Model MBB-BK 117 A-1,
MBB-BK 117 A-3, MBB-BK 117 A—4, MBB—-
BK117 B-1, MBB-BK 117 B-2, and MBB-BK
117 C-1 helicopters, with lever P/N 117—
31730, 117-317361, or 105-31736, with
Weight P/N 117-31714.07, 117-31715.01,
117-31720.01, or 117—31730.02, certificated
in any category.

(b) Unsafe Condition

This AD defines the unsafe condition as
corrosion or thread damage in the threaded
area of a lever or weight. This condition
could result in failure of a weight or lever,
separation of a tail rotor part, severe tail rotor
vibration, and subsequent loss of control of
the helicopter.

(c) Effective Date

This AD becomes effective September 27,
2013.

(d) Compliance

You are responsible for performing each
action required by this AD within the
specified compliance time unless it has
already been accomplished prior to that time.

(e) Required Actions

Within 100 hours time-in-service (TIS) or
2 months, whichever occurs first, and
thereafter at intervals not to exceed 600 hours
TIS or 48 months, whichever occurs first:

(1) Remove the weights from the lever as
depicted in Figure 1 of Eurocopter Alert
Service Bulletin (ASB) No. ASB-MBB-
BK117-30-113, dated September 23, 2008;
ASB No. ASB BO105-30-116, dated
September 23, 2008; or ASB No. ASB BO 105
LS 30-12, dated December 12, 2008; as
applicable to your model helicopter. Apply
marks to the weights before they are removed
in order to be able to re-establish the correct
assignment and the old installation position
towards the lever when the weights are
installed.



52412

Federal Register/Vol. 78, No. 164/Friday, August 23, 2013/Rules and Regulations

(2) Visually inspect each weight and lever
for corrosion and damage in the threaded
areas as depicted in Figure 2 of ASB No.
ASB-MBB-BK117-30-113, dated September
23, 2008; ASB No. ASB BO105-30-1186,
dated September 23, 2008; or ASB No. ASB
BO 105 LS 30-12, dated December 12, 2008;
as applicable to your model helicopter.

(i) If there is no corrosion or thread damage
on either the weight or lever, before further
flight, reinstall the weight by following
paragraph (e)(3) of this AD.

(ii) If there is corrosion or thread damage
on the threaded portion of a weight:

(A) If the total area of corrosion or thread
damage, or both, covers less than 25 percent
of the length of the threaded area, the weight
can be threaded (screwed) onto the lever, and
the cylindrical mating surface has no
damage, before further flight, remove the
corrosion and reinstall the weight by
following paragraph (e)(3) of this AD.

(B) If the total area of corrosion or thread
damage, or both, covers 25 percent or more
of the length of the threaded area, the weight
cannot be threaded (screwed) onto the lever,
or the cylindrical mating surface has damage,
before further flight, replace the weight with
an airworthy weight by following paragraph
(e)(3) of this AD.

(iii) If there is corrosion or thread damage
on the threaded portion of the lever, polish
out the corrosion and thread damage using a
polishing cloth 600 and:

(A) If the thread depth does not exceed 0.3
millimeter (mm) and the diameter of the
lever in the area before the threaded area is
not less than 9.95 mm after polish out, before
further flight, install airworthy weights to the
lever by following paragraph (e)(3) of this
AD.

(B) If the thread depth is 0.3 mm or greater
or the diameter of the lever in the area before
the threaded area is less than 9.95 mm after
polish out, before further flight, replace the
lever with an airworthy lever.

(3) Apply corrosion preventive paste onto
the thread of the lever and install weights to
the lever as depicted in Figure 1 of ASB No.
ASB-MBB-BK117-30-113, dated September
23, 2008; ASB No. ASB BO105-30-1186,
dated September 23, 2008; or ASB No. ASB
BO 105 LS 30-12, dated December 12, 2008;
as applicable to your model helicopter.
Ensure during installation of the weights that
the weights are correctly assigned and
installed to the control lever in accordance
with the applied marks.

(f) Alternative Methods of Compliance
(AMOCs)

(1) The Manager, Safety Management
Group, FAA, may approve AMOCs for this
AD. Send your proposal to: Sharon Miles,
Aviation Safety Engineer, Regulations and
Policy Group, Rotorcraft Directorate, FAA,
2601 Meacham Blvd., Fort Worth, TX 76137;
telephone (817) 222—-5110; email
sharon.y.miles@faa.gov.

(2) For operations conducted under a 14
CFR part 119 operating certificate or under
14 CFR part 91, subpart K, we suggest that
you notify your principal inspector, or
lacking a principal inspector, the manager of
the local flight standards district office or
certificate holding district office, before

operating any aircraft complying with this
AD through an AMOC.

(g) Additional Information

The subject of this AD is addressed in
European Aviation Safety Agency (EASA) AD
No. 2008-0206, dated November 25, 2008,
and in Transport Canada Civil Aviation
(TCCA) AD No. CF-2009-12, dated March
24, 2009. You may view the EASA and the
TCCA AD on the Internet at http://
www.regulations.gov in Docket No. FAA—
2012-0887.

(h) Subject

Joint Aircraft Service Component (JASC)
Code: 6420, Tail Rotor Head.

(i) Material Incorporated by Reference

(1) The Director of the Federal Register
approved the incorporation by reference
(IBR) of the service information listed in this
paragraph under 5 U.S.C. 552(a) and 1 CFR
part 51.

(2) You must use this service information
as applicable to do the actions required by
this AD, unless the AD specifies otherwise.

(i) Eurocopter Alert Service Bulletin (ASB)
No. ASB-MBB-BK117-30-113, dated
September 23, 2008.

(ii) Eurocopter ASB No. ASB BO105-30—
116, dated September 23, 2008.

(iii) Eurocopter ASB No. ASB BO 105 LS
30-12, dated December 12, 2008.

(3) For Eurocopter service information
identified in this AD, contact American
Eurocopter Corporation, 2701 N. Forum
Drive, Grand Prairie, TX 75052; telephone
(972) 641-0000 or (800) 232—0323; fax (972)
641-3775; or at http://www.eurocopter.com/
techpub.

(4) You may view this service information
at FAA, Office of the Regional Counsel,
Southwest Region, 2601 Meacham Blvd.,
Room 663, Fort Worth, TX 76137. For
information on the availability of this
material at the FAA, call (817) 222-5110.

(5) You may view this service information
that is incorporated by reference at the
National Archives and Records
Administration (NARA). For information on
the availability of this material at NARA, call
(202) 741-6030, or go to: http://
www.archives.gov/federal-register/cfr/ibr-
locations.html.

Issued in Fort Worth, Texas, on August 2,
2013.
Lance T. Gant,

Acting Directorate Manager, Rotorcraft
Directorate, Aircraft Certification Service.

[FR Doc. 2013-19442 Filed 8-22—13; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA-2013-0020; Directorate
Identifier 2010-SW-107-AD; Amendment
39-17558; AD 2013-16-20]

RIN 2120-AA64

Airworthiness Directives; Eurocopter
Deutschland GmbH (ECD) Helicopters

AGENCY: Federal Aviation
Administration (FAA), DOT.

ACTION: Final rule.

SUMMARY: We are adopting a new
airworthiness directive (AD) for ECD
Model MBB-BK 117 C-2 helicopters.
This AD requires inspecting the rigging
of the power-boosted control system
and, if there is a nonparallel gap
between the rigging wedges and the
inner sleeves, performing a rigging
procedure. This AD was prompted by
the discovery, during rigging of the
main rotor controls, of movement of the
longitudinal main rotor actuator piston
after shut-down of the external pump
drive. Such movement could cause
incorrect rigging results. The actions of
this AD are intended to prevent
incorrect rigging results, which could
impair freedom of movement of the
upper controls and subsequent reduced
control of the helicopter.

DATES: This AD is effective September
27,2013.

The Director of the Federal Register
approved the incorporation by reference
of a certain document listed in this AD
as of September 27, 2013.

ADDRESSES: For service information
identified in this AD, contact American
Eurocopter Corporation, 2701 N. Forum
Drive, Grand Prairie, TX 75052,
telephone (972) 641-0000 or (800) 232—
0323, fax (972) 641-3775, or at http.‘//
www.eurocopter.com/techpub. You may
review the referenced service
information at the FAA, Office of the
Regional Counsel, Southwest Region,
2601 Meacham Blvd., Room 663, Fort
Worth, Texas 76137.

Examining the AD Docket

You may examine the AD docket on
the Internet at http://
www.regulations.gov or in person at the
Docket Operations Office between 9
a.m. and 5 p.m., Monday through
Friday, except Federal holidays. The AD
docket contains this AD, any
incorporated-by-reference service
information, the foreign authority’s AD,
the economic evaluation, any comments
received, and other information. The
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street address for the Docket Operations
Office (phone: 800—647-5527) is U.S.
Department of Transportation, Docket
Operations Office, M—30, West Building
Ground Floor, Room W12-140, 1200
New Jersey Avenue SE., Washington,
DC 20590.

FOR FURTHER INFORMATION CONTACT: Jim
Grigg, Manager, FAA, Rotorcraft
Directorate, Safety Management Group,
2601 Meacham Blvd., Fort Worth, TX
76137; telephone (817) 222-5110; email
jim.grigg@faa.gov.

SUPPLEMENTARY INFORMATION:

Discussion

On April 22, 2013, at 78 FR 23696, the
Federal Register published our notice of
proposed rulemaking (NPRM), which
proposed to amend 14 CFR part 39 to
include an AD that would apply to
Model MBB-BK 117 C-2 helicopters.
The NPRM proposed to require
inspecting the rigging of the power-
boosted control system and, if there is
a nonparallel gap between the rigging
wedges and the inner sleeves,
performing a rigging procedure. The
proposed requirements were intended to
prevent incorrect rigging results, which
could impair freedom of movement of
the upper controls and subsequent
reduced control of the helicopter.

The NPRM was prompted by AD No.
2010-0248, dated November 26, 2010
(AD 2010-0248), issued by the
European Aviation Safety Agency
(EASA), which is the Technical Agent
for the Member States of the European
Union. EASA issued AD 2010-0248 to
correct an unsafe condition for the ECD
Model MBB-BK 117 C-2 helicopter.
EASA advises that during rigging of the
main rotor controls, it was discovered
that the piston of the longitudinal main
rotor actuator had moved after shut-
down of the external pump drive.

Comments

We gave the public the opportunity to
participate in developing this AD, but
we did not receive any comments on the
NPRM (78 FR 23696, April 22, 2013).

FAA’s Determination

These helicopters have been approved
by the aviation authority of Germany
and are approved for operation in the
United States. Pursuant to our bilateral
agreement with Germany, EASA, its
technical representative, has notified us
of the unsafe condition described in the
EASA AD. We are issuing this AD
because we evaluated all information
provided by EASA and determined the
unsafe condition exists and is likely to
exist or develop on other helicopters of
these same type designs and that air
safety and the public interest require

adopting the AD requirements as
proposed.

Differences Between This AD and the
EASA AD

We do not require inserting temporary
changes into the performance section of
the Rotorcraft Flight Manual.

Related Service Information

ECD has issued Alert Service Bulletin
ASB MBB BK117 C-2-67A-012,
Revision 0, dated September 20, 2010
(ASB). The ASB specifies a one-time
verification of the correct adjustment of
the rigging of the main rotor controls
and provides the corresponding test
procedure. The ASB further provides an
improved rigging procedure as a
temporary revision to the ECD BK117C2
Aircraft Maintenance Manual. EASA
classified this ASB as mandatory and
issued AD 2010-0248 to ensure the
continued airworthiness of these
helicopters.

Costs of Compliance

We estimate that this AD will affect
108 helicopters of U.S. Registry.

We estimate that operators may incur
the following costs in order to comply
with this AD:

¢ $680 for 8 work hours per
helicopter to inspect the main rotor
control rigging at an average labor rate
of $85 per work hour;

¢ No additional costs are associated
with rigging adjustment, if necessary;
an

e $73,440 for the total cost of the AD
on U.S. operators.

Authority for this Rulemaking

Title 49 of the United States Code
specifies the FAA’s authority to issue
rules on aviation safety. Subtitle I,
section 106, describes the authority of
the FAA Administrator. Subtitle VII:
Aviation Programs, describes in more
detail the scope of the Agency’s
authority.

We are issuing this rulemaking under
the authority described in Subtitle VII,
Part A, Subpart III, Section 44701:
“General requirements.” Under that
section, Congress charges the FAA with
promoting safe flight of civil aircraft in
air commerce by prescribing regulations
for practices, methods, and procedures
the Administrator finds necessary for
safety in air commerce. This regulation
is within the scope of that authority
because it addresses an unsafe condition
that is likely to exist or develop on
helicopters identified in this rulemaking
action.

Regulatory Findings

This AD will not have federalism
implications under Executive Order

13132. This AD will not have a
substantial direct effect on the States, on
the relationship between the national
government and the States, or on the
distribution of power and
responsibilities among the various
levels of government.

For the reasons discussed above, I
certify that this AD:

(1) Is not a ““significant regulatory
action” under Executive Order 12866;

(2) Is not a ““significant rule” under
DOT Regulatory Policies and Procedures
(44 FR 11034, February 26, 1979);

(3) Will not affect intrastate aviation
in Alaska to the extent that it justifies
making a regulatory distinction; and

(4) Will not have a significant
economic impact, positive or negative,
on a substantial number of small entities
under the criteria of the Regulatory
Flexibility Act.

We prepared an economic evaluation
of the estimated costs to comply with
this AD and placed it in the AD docket.

List of Subjects in 14 CFR Part 39

Air transportation, Aircraft, Aviation
safety, Incorporation by reference,
Safety.

Adoption of the Amendment

Accordingly, under the authority
delegated to me by the Administrator,
the FAA amends 14 CFR part 39 as
follows:

PART 39—AIRWORTHINESS
DIRECTIVES

m 1. The authority citation for part 39
continues to read as follows:

Authority: 49 U.S.C. 106(g), 40113, 44701.

§39.13 [Amended]

m 2. The FAA amends § 39.13 by adding
the following new airworthiness
directive (AD):

2013-16-20 Eurocopter Deutschland GmbH
(ECD): Amendment 39—-17558; Docket
No. FAA-2013-0020; Directorate
Identifier 2010-SW-107—-AD.

(a) Applicability

This AD applies to Model MBB-BK 117 C—
2 helicopters, certificated in any category.

(b) Unsafe Condition

This AD defines the unsafe condition as
movement of the longitudinal main rotor
actuator piston after shut-down of the
external pump drive, during rigging of the
main rotor controls, causing an incorrect
rigging result. This condition could impair
freedom of movement of the upper controls
and subsequently reduce control of the
helicopter.

(c) Effective Date

This AD becomes effective September 27,
2013.
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(d) Compliance

You are responsible for performing each
action required by this AD within the
specified compliance time unless it has
already been accomplished prior to that time.

(e) Required Actions

Within 300 hours time-in-service:

(1) Inspect the rigging of the power-boosted
control system, referencing Figure 1 of
Eurocopter Alert Service Bulletin ASB MBB
BK117 C-2-67A—-012, Revision 0, dated
September 20, 2010 (ASB). Ensure the piston
of the longitudinal actuator (right-hand side)
is held in the fully extended position and the
piston of the lateral actuator (left-hand side)
is held in the fully retracted position against
the mechanical stop. Also, ensure the gauge
block is clamped between the sliding sleeve
and the support tube.

(2) Insert the rigging wedges with the 25.4
degree (item 8 of Figure 1 of the ASB) and
19.5 degree (item 7 of Figure 1 of the ASB)
markings in the “A” side of the guide grooves
of the rigging device (item 3 of Figure 1 of
the ASB).

(3) If the gap between the rigging wedges
(items 7 and 8 of Figure 1 of the ASB) and
the inner sleeves (item 9 of Figure 1 of the
ASB) is closed, the rigging is correct.

(4) If there is a nonparallel gap between the
rigging wedges (items 7 and 8 of Figure 1 of
the ASB) and the inner sleeves (item 9 of
Figure 1 of the ASB), the rigging is not
correct. Perform a rigging procedure.

(f) Alternative Methods of Compliance
(AMOCs)

(1) The Manager, Safety Management
Group, FAA, may approve AMOCs for this
AD. Send your proposal to: Jim Grigg,
Manager, Rotorcraft Directorate, 2601
Meacham Blvd., Fort Worth, TX 76137,
telephone (817) 222-5110, email Jim.Grigg@
faa.gov.

(2) For operations conducted under 14 CFR
part 119 operating certificate or under 14
CFR part 91, subpart K, we suggest that you
notify your principal inspector, or lacking a
principal inspector, the manager of the local
flight standards district office or certificate
holding district office before operating any
aircraft complying with this AD through an
AMOC.

(g) Additional Information

(1) For service information identified in
this AD, contact American Eurocopter
Corporation, 2701 N. Forum Drive, Grand
Prairie, TX 75052, telephone (972) 641-0000
or (800) 232-0323, fax (972) 641-3775, or at
http://www.eurocopter.com/techpub. You
may review the referenced service
information at the FAA, Office of the
Regional Counsel, Southwest Region, 2601
Meacham Blvd., Room 663, Fort Worth,
Texas 76137.

(2) The subject of this AD is addressed in
European Aviation Safety Agency (EASA) AD
No. 2010-0248, dated November 26, 2010.
You may view the EASA AD at http://
www.regulations.gov in Docket No. FAA—
2013-0020.

(h) Subject

Joint Aircraft Service Component (JASC)
Code: 6710 Main Rotor Control.

(i) Material Incorporated by Reference

(1) The Director of the Federal Register
approved the incorporation by reference
(IBR) of the service information listed in this
paragraph under 5 U.S.C. 552(a) and 1 CFR
part 51.

(2) You must use this service information
as applicable to do the actions required by
this AD, unless the AD specifies otherwise.

(i) Eurocopter Alert Service Bulletin ASB
MBB BK117 C-2-67A—-012, Revision 0, dated
September 20, 2010.

(ii) Reserved.

(3) For Eurocopter service information
identified in this AD, contact American
Eurocopter Corporation, 2701 N. Forum
Drive, Grand Prairie, TX 75052, telephone
(972) 641-0000 or (800) 232—-0323, fax (972)
641-3775, or at http://www.eurocopter.com/
techpub.

(4) You may view this service information
that is incorporated by reference at http://
www.regulations.gov in Docket No. FAA-
2013-0020.

(5) You may view this service information
that is incorporated by reference at the
National Archives and Records
Administration (NARA). For information on
the availability of this material at NARA, call
(202) 741-6030, or go to: http://
www.archives.gov/federal-register/cfr/ibr-
locations.html.

Issued in Fort Worth, Texas, on August 2,
2013.
Lance T. Gant,

Acting Manager, Rotorcraft Directorate,
Alrcraft Certification Service.

[FR Doc. 2013-19443 Filed 8-22-13; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA—2012-1076; Directorate
Identifier 2011-NM-274-AD; Amendment
39-17556; AD 2013-16-18]

RIN 2120-AA64

Airworthiness Directives; Airbus
Airplanes

AGENCY: Federal Aviation
Administration (FAA), Department of
Transportation (DOT).

ACTION: Final rule.

SUMMARY: We are adopting a new
airworthiness directive (AD) for certain
Airbus Model A320-214, —232 and —233
airplanes; and Model A321-211, -213,
and —231 airplanes. This AD was
prompted by a report of a missing
fastener between certain stringers of the
fuselage frame that connects the frame
to a tee. This AD requires an inspection
for a missing fastener, and a rototest
inspection and a modification or repair
of the fuselage frame at the affected area

if necessary. We are issuing this AD to
detect and correct cracking in the
fuselage that could result in reduced
structural integrity of the airplane.
DATES: This AD becomes effective
September 27, 2013.

The Director of the Federal Register
approved the incorporation by reference
of a certain publication listed in this AD
as of September 27, 2013.

ADDRESSES: You may examine the AD
docket on the Internet at http://
www.regulations.gov or in person at the
U.S. Department of Transportation,
Docket Operations, M—30, West
Building Ground Floor, Room W12-140,
1200 New Jersey Avenue SE.,
Washington, DC.

FOR FURTHER INFORMATION CONTACT:
Sanjay Ralhan, Aerospace Engineer,
International Branch, ANM-116,
Transport Airplane Directorate, FAA,
1601 Lind Avenue SW., Renton, WA
98057-3356; telephone (425) 227-1405;
fax (425) 227-1149.

SUPPLEMENTARY INFORMATION:

Discussion

We issued a notice of proposed
rulemaking (NPRM) to amend 14 CFR
part 39 to include an AD that would
apply to the specified products. The
NPRM was published in the Federal
Register on October 16, 2012 (77 FR
63270). The NPRM proposed to correct
an unsafe condition for the specified
products. The European Aviation Safety
Agency (EASA), which is the aviation
authority for the Member States of the
European Community, has issued EASA
Airworthiness Directive 2011-0229,
dated December 6, 2011 (referred to
after this as ‘“the MCAI”), to correct an
unsafe condition for the specified
products. The MCALI states:

During a quality check in production of an
A320 family aeroplane, it was discovered
that a fastener was missing at [frame] FR 24
between stringer (STRG) 25 and STRG 26 on
the right-hand (RH) side. The purpose of the
missing fastener, a 4 [millimeter] mm
diameter aluminum rivet, Part Number (P/N)
ASNA2050DX]J040, is to connect the FR 24 to
the FR 24 Tee. The hole where the fastener
was missing was not drilled.

Further investigations revealed that the
drilling was missing on the milling grid used
for frame assembly of a limited group of
aeroplanes.

This condition, if not corrected, could
impair the structural integrity of the affected
aeroplanes.

For the reasons described above, this
[EASA] AD requires a special detailed
inspection (SDI) [rototest inspection for
cracking] of the affected area, and the
accomplishment of the associated corrective
actions [modification and/or repair].

You may obtain further information by
examining the MCAI in the AD docket.


http://www.archives.gov/federal-register/cfr/ibr-locations.html
http://www.archives.gov/federal-register/cfr/ibr-locations.html
http://www.archives.gov/federal-register/cfr/ibr-locations.html
http://www.eurocopter.com/techpub
http://www.eurocopter.com/techpub
http://www.eurocopter.com/techpub
http://www.regulations.gov
http://www.regulations.gov
http://www.regulations.gov
http://www.regulations.gov
http://www.regulations.gov
http://www.regulations.gov
mailto:Jim.Grigg@faa.gov
mailto:Jim.Grigg@faa.gov

Federal Register/Vol. 78, No. 164/Friday, August 23, 2013/Rules and Regulations

52415

Comments

We gave the public the opportunity to
participate in developing this AD. We
considered the comment received.

Request To Include Latest Revision of
Service Information

Airbus requested that we revise the
NPRM (77 FR 63270, October 16, 2012)
to reflect the latest revision of the
service information to add an inspection
for a missing fastener that is included in
that revised service information. Airbus
stated that the rototest inspection is
required only when it is confirmed that
the fastener is missing.

We agree with the commenter’s
request. Airbus has issued Airbus
Mandatory Service Bulletin A320-53—
1247, Revision 01, dated October 15,
2012. That service bulletin was revised
to include procedures for a general
visual inspection for a missing fastener.
For airplanes on which no fastener is
missing, the rototest inspection would
no longer be necessary. We have
changed paragraph (g) of this final rule
to provide instructions for
accomplishing the general visual
inspection, which if accomplished and
no fastener is missing, would eliminate
the need for the rototest inspection. We
have included the repair and
modification that were part of paragraph
(g) of the NPRM (77 FR 63270, October
16, 2012) as new paragraph (h) of this
final rule and changed subsequent
identifiers accordingly.

Conclusion

We reviewed the available data,
including the comment received, and
determined that air safety and the
public interest require adopting this AD
with the changes described previously—
and minor editorial changes. We have
determined that these changes:

e Are consistent with the intent that
was proposed in the NPRM (77 FR
63270, October 16, 2012) for correcting
the unsafe condition; and

¢ Do not add any additional burden
upon the public than was already
proposed in the NPRM (77 FR 63270,
October 16, 2012).

Costs of Compliance

We estimate that this AD will affect
111 products of U.S. registry. We also
estimate that it will take about 6 work-
hours per product to comply with the
basic requirements of this AD. The
average labor rate is $85 per work-hour.
Required parts will cost about $85 per
product. Where the service information
lists required parts costs that are
covered under warranty, we have
assumed that there will be no charge for
these parts. As we do not control

warranty coverage for affected parties,
some parties may incur costs higher
than estimated here. Based on these
figures, we estimate the cost of this AD
to the U.S. operators to be $66,045, or
$595 per product.

We have received no definitive data
that would enable us to provide cost
estimates for the on-condition actions
specified in this AD. We have no way
of determining the number of products
that may need these actions.

Authority for This Rulemaking

Title 49 of the United States Code
specifies the FAA’s authority to issue
rules on aviation safety. Subtitle I,
section 106, describes the authority of
the FAA Administrator. “Subtitle VII:
Aviation Programs,” describes in more
detail the scope of the Agency’s
authority.

We are issuing this rulemaking under
the authority described in ““Subtitle VII,
Part A, Subpart III, Section 44701:
General requirements.” Under that
section, Congress charges the FAA with
promoting safe flight of civil aircraft in
air commerce by prescribing regulations
for practices, methods, and procedures
the Administrator finds necessary for
safety in air commerce. This regulation
is within the scope of that authority
because it addresses an unsafe condition
that is likely to exist or develop on
products identified in this rulemaking
action.

Regulatory Findings

We determined that this AD will not
have federalism implications under
Executive Order 13132. This AD will
not have a substantial direct effect on
the States, on the relationship between
the national government and the States,
or on the distribution of power and
responsibilities among the various
levels of government.

For the reasons discussed above, I
certify that this AD:

1. Is not a “significant regulatory
action” under Executive Order 12866;

2. Is not a “significant rule”” under the
DOT Regulatory Policies and Procedures
(44 FR 11034, February 26, 1979);

3. Will not affect intrastate aviation in
Alaska; and

4. Will not have a significant
economic impact, positive or negative,
on a substantial number of small entities
under the criteria of the Regulatory
Flexibility Act.

We prepared a regulatory evaluation
of the estimated costs to comply with
this AD and placed it in the AD docket.

Examining the AD Docket

You may examine the AD docket on
the Internet at http://

www.regulations.gov; or in person at the
Docket Operations office between 9 a.m.
and 5 p.m., Monday through Friday,
except Federal holidays. The AD docket
contains this AD, the regulatory
evaluation, any comments received, and
other information. The street address for
the Docket Operations office (telephone
(800) 647-5527) is in the ADDRESSES
section.

List of Subjects in 14 CFR Part 39

Air transportation, Aircraft, Aviation
safety, Incorporation by reference,
Safety.

Adoption of the Amendment

Accordingly, under the authority
delegated to me by the Administrator,
the FAA amends 14 CFR part 39 as
follows:

PART 39—AIRWORTHINESS
DIRECTIVES

m 1. The authority citation for part 39
continues to read as follows:

Authority: 49 U.S.C. 106(g), 40113, 44701.
§39.13 [Amended]

m 2. The FAA amends § 39.13 by adding
the following new AD:

2013-16-18 Airbus: Amendment 39—-17556.
Docket No. FAA-2012-1076; Directorate
Identifier 2011-NM-274—AD.

(a) Effective Date

This airworthiness directive (AD) becomes
effective September 27, 2013.

(b) Affected ADs
None.

(c) Applicability

This AD applies to Airbus Model A320—
214, —232, and —233 airplanes; and Model
A321-211, -213, and —231 airplanes;
certificated in any category; manufacturer
serial numbers 4338, 4371, 4374, 4375, 4377,
4381 through 4384 inclusive, 4386, 4387,
4388, 4390 through 4402 inclusive, 4404
through 4409 inclusive, 4411 through 4417
inclusive, 4419, 4420, 4421, 4423, 4424,
4426, 4429 through 4436 inclusive, 4438
through 4443 inclusive, 4445 through 4450
inclusive, 4453, 4454, 4456 through 4469
inclusive, 4471, 4472, 4474 through 4481
inclusive, 4483 through 4498 inclusive, 4500,
4504, 4505, 4506, and 4509.

(d) Subject

Air Transport Association (ATA) of
America Code 53, Fuselage.

(e) Reason

This AD was prompted by a report of a
missing fastener between certain stringers of
the fuselage frame that connects the frame to
a tee. We are issuing this AD to detect and
correct cracking in the fuselage that could
result in reduced structural integrity of the
airplane.
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(f) Compliance

You are responsible for having the actions
required by this AD performed within the
compliance times specified, unless the
actions have already been done.

(g) Inspections

Before the accumulation of 24,000 total
flight cycles since first flight of the airplane,
or within 30 days after the effective date of
this AD, whichever occurs later, do the
actions specified in paragraph (g)(1) or (g)(2)
of this AD.

(1) Do a general visual inspection for a
missing fastener between the two fasteners at
fuselage frame (FR) 24 between stringer 25
and stringer 26 right-hand side, in
accordance with the Accomplishment
Instructions of Airbus Mandatory Service
Bulletin A320-53—-1247, Revision 01, dated
October 15, 2012.

(1) If the fastener is not missing, no further
action is required by paragraph (g) of this AD.

(ii) If the fastener is missing, before further
flight, do the actions required by paragraph
(g)(2) of this AD.

(2) Do a rototest inspection for cracking of
the two adjacent fastener holes at

fuselage FR 24 between stringer 25 and
stringer 26 right-hand side, in accordance
with the Accomplishment Instructions of
Airbus Service Bulletin A320-53—-1247,
dated July 15, 2011; or Airbus Mandatory
Service Bulletin A320-53—-1247, Revision 01,
dated October 15, 2012.

(h) Repair

(1) If, during the rototest inspection
specified by paragraph (g)(2) of this AD, any
crack is found, before further flight, repair
using a method approved by the Manager,
International Branch, ANM-116, Transport
Airplane Directorate, FAA; or the European
Aviation Safety Agency (EASA) (or its
delegated agent).

(2) If, during the rototest inspection
specified by paragraph (g)(2) of this AD, no
crack is found, before the accumulation of
24,000 total flight cycles since first flight of
the airplane, or within 30 days after the
effective date of this AD, whichever occurs
later: Modify fuselage FR 24 between stringer
25 and stringer 26 right-hand side, in
accordance with the Accomplishment
Instructions of Airbus Service Bulletin A320-
53-1247, dated July 15, 2011; or Airbus
Mandatory Service Bulletin A320-53-1247,
Revision 01, dated October 15, 2012.

(i) Other FAA AD Provisions

The following provisions also apply to this
AD:

(1) Alternative Methods of Compliance
(AMOCs): The Manager, International
Branch, ANM-116, has the authority to
approve AMOG:s for this AD, if requested
using the procedures found in 14 CFR 39.19.
In accordance with 14 CFR 39.19, send your
request to your principal inspector or local
Flight Standards District Office, as
appropriate. If sending information directly
to the International Branch, send it to ATTN:
Sanjay Ralhan, Aerospace Engineer,
International Branch, ANM-116, Transport
Airplane Directorate, FAA, 1601 Lind
Avenue SW., Renton, WA 98057-3356;

telephone (425) 227-1405; fax (425) 227-
1149. Information may be emailed to: 9-
ANM-116-AMOC-REQUESTS@faa.gov.
Before using any approved AMOGC, notify
your appropriate principal inspector, or
lacking a principal inspector, the manager of
the local flight standards district office/
certificate holding district office. The AMOC
approval letter must specifically reference
this AD.

(2) Airworthy Product: For any requirement
in this AD to obtain corrective actions from
a manufacturer or other source, use these
actions if they are FAA-approved. Corrective
actions are considered FAA-approved if they
are approved by the State of Design Authority
(or their delegated agent). You are required
to assure the product is airworthy before it
is returned to service.

(j) Related Information

Refer to mandatory continuing
airworthiness information (MCAI) EASA
Airworthiness Directive 2011-0229, dated
December 6, 2011, for related information.
The MCAI may be viewed on the Internet at
http://ad.easa.europa.eu/ad/2011-0229.
EASA ADs are at http://ad.easa.europa.eu/.

(k) Material Incorporated by Reference

(1) The Director of the Federal Register
approved the incorporation by reference
(IBR) of the service information listed in this
paragraph under 5 U.S.C. 552(a) and 1 CFR
part 51.

(2) You must use this service information
as applicable to do the actions required by
this AD, unless the AD specifies otherwise.

(i) Airbus Mandatory Service Bulletin
A320-53-1247, Revision 01, dated October
15, 2012.

(ii) Airbus Service Bulletin A320-53-1247,
dated July 15, 2011.

(3) For service information identified in
this AD, contact Airbus, Airworthiness
Office—EIAS, 1 Rond Point Maurice
Bellonte, 31707 Blagnac Cedex, France;
telephone +33 5 61 93 36 96; fax +33 5 61
93 44 51; email account.airworth-
eas@airbus.com; Internet http://
www.airbus.com.

(4) You may review copies of the service
information at the FAA, Transport Airplane
Directorate, 1601 Lind Avenue SW., Renton,
WA. For information on the availability of
this material at the FAA, call 425-227-1221.

(5) You may view this service information
that is incorporated by reference at the
National Archives and Records
Administration (NARA). For information on
the availability of this material at NARA, call
202-741-6030, or go to: http://
www.archives.gov/federal-register/cfr/ibr-
locations.html.

Issued in Renton, Washington, on August
2, 2013.
Jeffrey E. Duven,

Acting Manager, Transport Airplane
Directorate, Aircraft Certification Service.

[FR Doc. 2013-19459 Filed 8-22—13; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA-2013-0092; Directorate
Identifier 2012-NM-067-AD; Amendment
39-17560; AD 2013-16-22]

RIN 2120-AA64

Airworthiness Directives; Embraer S.A.
Airplanes

AGENCY: Federal Aviation
Administration (FAA), Department of
Transportation (DOT).

ACTION: Final rule.

SUMMARY: We are adopting a new
airworthiness directive (AD) for certain
Embraer S.A. Model ERJ 170 and ERJ
190 airplanes. This AD was prompted
by reports of chafing between the
auxiliary power unit (APU) electronic
starter controller (ESC) power cables
and the airplane tail cone firewall. This
AD requires a detailed inspection for
damage to the insulation and inner
conductors of the APU ESC power
cables, installing a new grommet
support in the tail cone firewall, and
corrective actions if necessary. We are
issuing this AD to detect and correct
damage to the APU ESC power cable
harness, which if not corrected, could
result in reduced structural integrity of
the fuselage and empennage in the event
of fire penetration through the firewall.
DATES: This AD becomes effective
September 27, 2013.

The Director of the Federal Register
approved the incorporation by reference
of certain publications listed in this AD
as of September 27, 2013.

ADDRESSES: You may examine the AD
docket on the Internet at http://
www.regulations.gov or in person at the
U.S. Department of Transportation,
Docket Operations, M—30, West
Building Ground Floor, Room W12-140,
1200 New Jersey Avenue SE.,
Washington, DC.

FOR FURTHER INFORMATION CONTACT:
Cindy Ashforth, Aerospace Engineer,
International Branch, ANM-116,
Transport Airplane Directorate, FAA,
1601 Lind Avenue SW., Renton, WA
98057—-3356; telephone (425) 227-2768;
fax (425) 227-1149.

SUPPLEMENTARY INFORMATION:

Discussion

We issued a notice of proposed
rulemaking (NPRM) to amend 14 CFR
part 39 to include an AD that would
apply to the specified products. That
NPRM was published in the Federal
Register on February 22, 2013 (78 FR
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12256). That NPRM proposed to correct
an unsafe condition for the specified
products. The Agéncia Nacional de
Aviagdo Civil (ANAC), which is the
airworthiness authority for Brazil, has
issued Brazilian Airworthiness
Directives 2012—03-03 and 2012-03-04,
both effective April 13, 2012 (referred to
after this as the Mandatory Continuing
Airworthiness Information, or “the
MCAI”), to correct an unsafe condition
for the specified products. The MCAI
states:

It has been found the occurrences of
chafing between the Auxiliary Power Unit
(APU) Electronic Starter Controller (ESC)
power cables (harness W205) and the
airplane tail cone firewall due to the
grommet installed in the tail cone firewall
moves out of its place. This condition, if not
corrected, may result in reduced structural
integrity of the fuselage and empennage in an

event of fire penetration through the firewall.
* * %

The required actions include a
detailed inspection for damage to the
harness insulation and inner conductors
of the APU ESC power cables, installing
a new grommet support in the tail cone
firewall, and corrective actions if
necessary. Corrective actions include
repairing the harness W205 insulation
or replacing the harness W205 of the
APU ESC power cables with a new
harness. You may obtain further
information by examining the MCAI in
the AD docket.

Comments

We gave the public the opportunity to
participate in developing this AD. We

have considered the comments received.

Request To Add Credit for Actions
Accomplished in Accordance With
Previous Service Information

Embraer S.A. requested that we revise
the NPRM (78 FR 12256, February 22,
2013) to allow credit for work done
prior to the effective date of the
proposed AD using Embraer Service
Bulletin 170-53-0093, dated February
28, 2011; Embraer Service Bulletin 190—
53-0054, dated February 28, 2011; or
Embraer Service Bulletin 190LIN-53—
0059, dated March 29, 2011; which are
now all at Revision 01, dated March 16,
2012. Embraer notes that the
instructions contained in the original
issue of the service information
combined with the instructions Embraer
has provided to operators on a case-by-
case basis are equivalent.

We disagree with the commenter’s
request because the FAA has no
familiarity with the individual repair or
replacement instructions provided by
Embraer to each operator and cannot
evaluate them for equivalence to the

instructions in the required service
information. The MCAI also does not
allow credit for work performed using
previous versions of the service
information. Operators may apply for an
alternative method of compliance
(AMOOQC) for these actions in accordance
with the provisions of paragraph (i)(1) of
this AD. We have not changed the AD

in this regard.

Explanation of Additional Changes
Made to This AD

We have revised the wording of
paragraph (g) of this AD, which
previously required a detailed visual
inspection instead of a detailed
inspection. We have also added
paragraph (h) of this AD, which
includes the definition of a detailed
inspection.

Conclusion

We reviewed the available data,
including the comment received, and
determined that air safety and the
public interest require adopting this AD
as proposed—except for minor editorial
changes. We have determined that these
minor changes:

o Are consistent with the intent that
was proposed in the NPRM (78 FR
12256, February 22, 2013) for correcting
the unsafe condition; and

¢ Do not add any additional burden
upon the public than was already
proposed in the NPRM (78 FR 122586,
February 22, 2013).

Costs of Compliance

We estimate that this AD will affect
253 products of U.S. registry. We also
estimate that it will take about 15 work-
hours per product to comply with the
basic requirements of this AD. The
average labor rate is $85 per work-hour.
Required parts will cost about $0 per
product. Where the service information
lists required parts costs that are
covered under warranty, we have
assumed that there will be no charge for
these parts. As we do not control
warranty coverage for affected parties,
some parties may incur costs higher
than estimated here. Based on these
figures, we estimate the cost of this AD
to the U.S. operators to be $322,575, or
$1,275 per product.

Authority for This Rulemaking

Title 49 of the United States Code
specifies the FAA’s authority to issue
rules on aviation safety. Subtitle I,
section 106, describes the authority of
the FAA Administrator. “Subtitle VII:
Aviation Programs,” describes in more
detail the scope of the Agency’s
authority.

We are issuing this rulemaking under
the authority described in ““Subtitle VII,
Part A, Subpart III, Section 44701:
General requirements.” Under that
section, Congress charges the FAA with
promoting safe flight of civil aircraft in
air commerce by prescribing regulations
for practices, methods, and procedures
the Administrator finds necessary for
safety in air commerce. This regulation
is within the scope of that authority
because it addresses an unsafe condition
that is likely to exist or develop on
products identified in this rulemaking
action.

Regulatory Findings

We determined that this AD will not
have federalism implications under
Executive Order 13132. This AD will
not have a substantial direct effect on
the States, on the relationship between
the national government and the States,
or on the distribution of power and
responsibilities among the various
levels of government.

For the reasons discussed above, I
certify that this AD:

1. Is not a “significant regulatory
action” under Executive Order 12866;

2. Is not a “significant rule” under the
DOT Regulatory Policies and Procedures
(44 FR 11034, February 26, 1979);

3. Will not affect intrastate aviation in
Alaska; and

4. Will not have a significant
economic impact, positive or negative,
on a substantial number of small entities
under the criteria of the Regulatory
Flexibility Act.

We prepared a regulatory evaluation
of the estimated costs to comply with
this AD and placed it in the AD docket.

Examining the AD Docket

You may examine the AD docket on
the Internet at http://
www.regulations.gov; or in person at the
Docket Operations office between 9 a.m.
and 5 p.m., Monday through Friday,
except Federal holidays. The AD docket
contains this AD, the regulatory
evaluation, any comments received, and
other information. The street address for
the Docket Operations office (telephone
(800) 647-5527) is in the ADDRESSES
section.

List of Subjects in 14 CFR Part 39

Air transportation, Aircraft, Aviation
safety, Incorporation by reference,
Safety.

Adoption of the Amendment

Accordingly, under the authority
delegated to me by the Administrator,
the FAA amends 14 CFR part 39 as
follows:
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PART 39—AIRWORTHINESS
DIRECTIVES

m 1. The authority citation for part 39
continues to read as follows:

Authority: 49 U.S.C. 106(g), 40113, 44701.

§39.13 [Amended]

m 2. The FAA amends § 39.13 by adding
the following new AD:

2013-16-22 Embraer S.A: Amendment 39—
17560. Docket No. FAA-2013-0092;
Directorate Identifier 2012-NM-067-AD.

(a) Effective Date

This airworthiness directive (AD) becomes
effective September 27, 2013.

(b) Affected ADs

None.

(c) Applicability

This AD applies to the airplane models
identified in paragraphs (c)(1) and (c)(2) of
this AD.

(1) Embraer S.A. Model ERJ 170-100 LR,
—100 STD, —100 SE., and —100 SU airplanes;
and Model ERJ 170-200 LR, —200 SU, and
—200 STD airplanes; certificated in any
category; as identified in Embraer Service
Bulletin 170-53-0093, Revision 01, dated
March 16, 2012.

(2) Embraer S.A. Model ER] 190-100 STD,
—100 LR, —100 ECJ, and —100 IGW airplanes;
and Model ERJ 190-200 STD, —200 LR, and
—200 IGW airplanes; certificated in any
category; as identified in Embraer Service
Bulletin 190-53-0054, Revision 01, dated
March 16, 2012; and Embraer Service
Bulletin 190LIN-53-0059, Revision 01, dated
March 16, 2012.

(d) Subject

Air Transport Association (ATA) of
America Code 53, Fuselage.

(e) Reason

This AD was prompted by reports of
chafing between the auxiliary power unit
(APU) electronic starter controller (ESC)
power cables and the airplane tail cone
firewall. We are issuing this AD to detect and
correct damage to the APU ESC power cable
harness, which could result in reduced
structural integrity of the fuselage and
empennage in the event of fire penetration
through the firewall.

(f) Compliance

You are responsible for having the actions
required by this AD performed within the
compliance times specified, unless the
actions have already been done.

(g) Detailed Inspection, Installation, and
Corrective Actions

Within 3,000 flight hours or 18 months
after the effective date of this AD, whichever
occurs first: Do a detailed inspection for
damage to the insulation and inner
conductors of the APU ESC power cables
(harness W205), in accordance with the
Accomplishment Instructions of Embraer
Service Bulletin 170-53—0093, Revision 01,
dated March 16, 2012 (for Model ERJ 170

airplanes); Embraer Service Bulletin 190-53—
0054, Revision 01, dated March 16, 2012 (for
Model ER]J 190 airplanes except for Model
ERJ 190-100 ECJ airplanes); and Embraer
Service Bulletin 190LIN-53-0059, Revision
01, dated March 16, 2012 (for Model ER]
190-100 ECJ airplanes).

(1) If no damage is found, before further
flight, install a new grommet support having
part number (P/N) 191-21716-003 in the tail
cone firewall, in accordance with the
Accomplishment Instructions of Embraer
Service Bulletin 170-53—-0093, Revision 01,
dated March 16, 2012 (for Model ER] 170
airplanes); Embraer Service Bulletin 190-53—
0054, Revision 01, dated March 16, 2012 (for
Model ER]J 190 airplanes except for Model
ERJ 190-100 ECJ airplanes); or Embraer
Service Bulletin 190LIN-53-0059, Revision
01, dated March 16, 2012 (for Model ER]
190-100 ECJ airplanes).

(2) If any damage is found during any
inspection required in paragraph (g) of this
AD that affects only the insulation of harness
W205 of the APU ESC power cables: Before
further flight, repair the insulation and install
a new grommet support having P/N 191—
21716-003 in the tail cone firewall, in
accordance with the Accomplishment
Instructions of Embraer Service Bulletin 170—
53—-0093, Revision 01, dated March 16, 2012
(for Model ER]J 170 airplanes); Embraer
Service Bulletin 190-53—0054, Revision 01,
dated March 16, 2012 (for Model ER] 190
airplanes except for Model ER]J 190-100 ECJ
airplanes); or Embraer Service Bulletin
190LIN-53-0059, Revision 01, dated March
16, 2012 (for Model ERJ 190-100 EC]J
airplanes).

(3) If any damage is found during any
inspection required in paragraph (g) of this
AD that affects the insulation of harness
W205 of the APU ESC power cables and the
inner conductors: Before further flight,
replace the harness with a new harness and
install a new grommet support having P/N
191-21716—003 in the tail cone firewall, in
accordance with the Accomplishment
Instructions of Embraer Service Bulletin 170—
53—0093, Revision 01, dated March 16, 2012
(for Model ER]J 170 airplanes); Embraer
Service Bulletin 190-53—0054, Revision 01,
dated March 16, 2012 (for Model ER]J 190
airplanes except for Model ERJ 190-100 ECJ
airplanes); or Embraer Service Bulletin
190LIN-53-0059, Revision 01, dated March
16, 2012 (for Model ER] 190-100 ECJ
airplanes).

(h) Definition of Detailed Inspection

For the purpose of this AD, a detailed
inspection is: An intensive examination of a
specific item, installation or assembly to
detect damage, failure or irregularity.
Available lighting is normally supplemented
with a direct source of good lighting at an
intensity deemed appropriate. Inspection
aids such as mirrors, magnifying lenses, etc.,
may be necessary. Surface cleaning and
elaborate access procedures may be required.

(i) Other FAA AD Provisions

The following provisions also apply to this
AD:

(1) Alternative Methods of Compliance
(AMOCs): The Manager, International

Branch, ANM-116, Transport Airplane
Directorate, FAA, has the authority to
approve AMOG:s for this AD, if requested
using the procedures found in 14 CFR 39.19.
In accordance with 14 CFR 39.19, send your
request to your principal inspector or local
Flight Standards District Office, as
appropriate. If sending information directly
to the International Branch, send it to ATTN:
Cindy Ashforth, Aerospace Engineer,
International Branch, ANM-116, Transport
Airplane Directorate, FAA, 1601 Lind
Avenue SW., Renton, WA 98057-3356;
telephone: (425) 227-2768; fax (425) 227—
1149. Information may be emailed to: 9-
ANM-116-AMOC-REQUESTS@faa.gov.
Before using any approved AMOC, notify
your appropriate principal inspector, or
lacking a principal inspector, the manager of
the local flight standards district office/
certificate holding district office. The AMOC
approval letter must specifically reference
this AD.

(2) Airworthy Product: For any requirement
in this AD to obtain corrective actions from
a manufacturer or other source, use these
actions if they are FAA-approved. Corrective
actions are considered FAA-approved if they
are approved by the State of Design Authority
(or their delegated agent). You are required
to assure the product is airworthy before it
is returned to service.

(j) Related Information

Refer to Mandatory Continuing
Airworthiness Information (MCAI) Brazilian
Airworthiness Directives 2012—-03-03 and
2012-03-04, both effective April 13, 2012,
for related information. This MCAI may be
found in the AD docket on the Internet at
http://www.regulations.gov.

(k) Material Incorporated by Reference

(1) The Director of the Federal Register
approved the incorporation by reference
(IBR) of the service information listed in this
paragraph under 5 U.S.C. 552(a) and 1 CFR
part 51.

(2) You must use this service information
as applicable to do the actions required by
this AD, unless the AD specifies otherwise.

(i) Embraer Service Bulletin 170-53—0093,
Revision 01, dated March 16, 2012.

(ii) Embraer Service Bulletin 190-53-0054,
Revision 01, dated March 16, 2012.

(iii) Embraer Service Bulletin 190LIN-53—
0059, Revision 01, dated March 16, 2012.

(3) For service information identified in
this AD, contact Embraer S.A., Technical
Publications Section (PC 060), Av. Brigadeiro
Faria Lima, 2170—Putim—12227-901 Sao
Jose dos Campos—SP—BRASIL; telephone
+55 12 3927-5852 or +55 12 3309-0732; fax
+55 12 3927-7546; email distrib@
embraer.com.br; Internet http://
www.flyembraer.com.

(4) You may review copies of the service
information at the FAA, Transport Airplane
Directorate, 1601 Lind Avenue SW., Renton,
WA. For information on the availability of
this material at the FAA, call 425-227-1221.

(5) You may view this service information
that is incorporated by reference at the
National Archives and Records
Administration (NARA). For information on
the availability of this material at NARA, call
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202-741-6030, or go to: http://
www.archives.gov/federal-register/cfr/ibr-
Iocations.html.

Issued in Renton, Washington, on August
2,2013.
Jeffrey E. Duven,

Acting Manager, Transport Airplane
Directorate, Aircraft Certification Service.

[FR Doc. 2013-19463 Filed 8-22—13; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA—-2012-0931; Directorate
Identifier 2011-NM-128-AD; Amendment
39-17555; AD 2013-16-17]

RIN 2120-AA64
Airworthiness Directives; The Boeing
Company Airplanes

AGENCY: Federal Aviation
Administration (FAA), DOT.

ACTION: Final rule.

SUMMARY: We are adopting a new
airworthiness directive (AD) for all The
Boeing Company Model 727, 727C, 727—
100, 727-100C, 727-200, and 727—-200F
series airplanes. This AD was prompted
by a structural re-evaluation by the
manufacturer, which identified
elements within the wing trailing edge
flap area that qualify as structural
significant items (SSIs). This AD
requires revising the maintenance
inspection program to include
inspections that will give no less than
the required damage tolerance rating
(DTR) for certain SSIs, and repairing any
cracked structure. We are issuing this
AD to detect and correct fatigue
cracking of the wing trailing edge
structure, which could result in
compromised structural integrity of the
airplane.

DATES: This AD is effective September
27, 2013.

The Director of the Federal Register
approved the incorporation by reference
of certain publications listed in the AD
as of September 27, 2013.

ADDRESSES: For service information
identified in this AD, contact Boeing
Commercial Airplanes, Attention: Data
& Services Management, P. O. Box 3707,
MC 2H-65, Seattle, WA 98124-2207;
telephone 206-544-5000, extension 1;
fax 206-766-5680; Internet https://
www.myboeingfleet.com. You may
review copies of the referenced service
information at the FAA, Transport
Airplane Directorate, 1601 Lind Avenue
SW., Renton, WA. For information on

the availability of this material at the
FAA, call 425-227-1221.

Examining the AD Docket

You may examine the AD docket on
the Internet at http://
www.regulations.gov; or in person at the
Docket Management Facility between 9
a.m. and 5 p.m., Monday through
Friday, except Federal holidays. The AD
docket contains this AD, the regulatory
evaluation, any comments received, and
other information. The address for the
Docket Office (phone: 800-647-5527) is
Document Management Facility, U.S.
Department of Transportation, Docket
Operations, M—30, West Building
Ground Floor, Room W12-140, 1200
New Jersey Avenue SE., Washington,
DC 20590.

FOR FURTHER INFORMATION CONTACT:
Berhane Alazar, Aerospace Engineer,
Airframe Branch, ANM-120S, FAA,
Seattle Aircraft Certification Office
(ACO), 1601 Lind Avenue SW., Renton,
Washington 98057-3356; phone: 425—
917-6577; fax: 425-917-6590; email:
Berhane.Alazar@faa.gov.

SUPPLEMENTARY INFORMATION:
Discussion

We issued a notice of proposed
rulemaking (NPRM) to amend 14 CFR
part 39 to include an AD that would
apply to the specified products. That
NPRM published in the Federal
Register on September 6, 2012 (77 FR
54856). That NPRM proposed to require
revising the maintenance inspection
program to include inspections that will
give no less than the required damage
tolerance rating for certain SSIs, and
repairing cracked structure.

Comments

We gave the public the opportunity to
participate in developing this AD. The
following presents the comments
received on the proposal (77 FR 54856,
September 6, 2012) and the FAA’s
response to each comment.

Request To Add Compliance Time
Allowance

Boeing requested that we add a
compliance time allowance to paragraph
(c)(2) of the NPRM (77 FR 54856,
September 6, 2012) for the
determination of the alternative
inspection requirements for each SSI
affected by a repair or alteration that
prohibits the ability to accomplish the
inspections required by paragraph (g) of
the NPRM. Boeing requested that we
add to paragraph (c) of this AD a
compliance period of 12 months and
associated language similar to that in
paragraph (j) of AD 2008-11-03,
Amendment 39-15525 (73 FR 29407,

May 21, 2008). Boeing justified its
request by stating that the following
ADs allow up to 12 months to determine
the alternative inspection requirements
should a repair or alteration prohibit the
required inspection, and that including
similar language in the NPRM will assist
the operator.

e Paragraph (e) of AD 98-11-03 R],
Amendment 39-10983 (64 FR 989,
January 7, 1999).

e Paragraph (j) of AD 2008-11-03,
Amendment 39-15525 (73 FR 29407,
May 21, 2008).

e Paragraph (i) of AD 2008-09-13,
Amendment 39-15494 (73 FR 24164,
May 2, 2008).

We partially agree with the
commenter’s request. We agree with
adding an allowance similar to that
requested by the commenter because
operators might have existing repairs
that affect the ability to accomplish the
SSI inspections. We disagree with
adding that allowance to paragraph
(c)(2) of this AD. That paragraph is an
applicability provision. We have added
a new paragraph (h) to this AD to
address SSIs that have been repaired or
altered before the effective date of this
AD such that the repair or design
change affects the ability to accomplish
the actions required by paragraph (g) of
this AD. We have reidentified
subsequent paragraphs accordingly.

Request To Add Repetitive Inspection
Wording

Boeing requested that we revise
paragraph (g)(2) of the NPRM (77 FR
54856, September 6, 2012) to add the
following wording:

Repeat the applicable inspection thereafter
at the intervals necessary to obtain the
required DTR specified in Boeing Document
D6-48040-2, Supplemental Structural
Inspection Document For Model 727
Airplanes, Appendix A, dated December
2010.

Boeing stated that the NPRM does not
address the repetitive inspection
requirements after the initial
inspections are accomplished. Boeing
requested the wording revision in order
to maintain consistency with the
wording contained in paragraph (i) of
AD 2008-11-03, Amendment 39-15525
(73 FR 29407, May 21, 2008); and
paragraph (h) of AD 2008-09-13,
Amendment 39-15494 (73 FR 24164,
May 2, 2008).

We do not agree with the commenter’s
request because the repetitive
inspection and methodology
requirements are specified in the DTR
forms of Boeing Document D6—48040-2,
Supplemental Structural Inspection
Document for Model 727 Airplanes,
Appendix A, dated December 2010. By


http://www.archives.gov/federal-register/cfr/ibr-locations.html
http://www.archives.gov/federal-register/cfr/ibr-locations.html
http://www.archives.gov/federal-register/cfr/ibr-locations.html
https://www.myboeingfleet.com
https://www.myboeingfleet.com
http://www.regulations.gov
http://www.regulations.gov
mailto:Berhane.Alazar@faa.gov

52420

Federal Register/Vol. 78, No. 164/Friday, August 23, 2013/Rules and Regulations

requiring incorporation of inspections
into the maintenance program that
provide no less than the required DTR,
we are ensuring that the appropriate
repetitive inspections will be
accomplished. We have not changed
this final rule in this regard.

Request To Address Transferred
Airplanes

Boeing requested that we add a new
section to the NPRM (77 FR 54856,
September 6, 2012) titled “Inspection
Program for Transferred Airplanes,” and
the associated language similar to that
in paragraph (1) of AD 2008-11-03,
Amendment 39-15525 (73 FR 29407,
May 21, 2008); and paragraph (k) of AD
2008-09-13, Amendment 39—-15494 (73
FR 24164, May 2, 2008); in order to
maintain consistent language
throughout these ADs.

The AD paragraphs referenced by the
commenter refer to the establishment of

a maintenance program for
accomplishing the required inspections
before a transferred airplane can be
added to an air carrier’s operation. We
disagree with the commenter’s request
because this is not necessary. This AD
is a threshold-based program for all
airplanes referenced in the AD
applicability. This AD mandates a
maintenance program, and new
operators would be required to comply
with paragraph (g) of this AD, which
requires revising the maintenance
program. Operators may request
approval of an alternative method of
compliance (AMOC) for transferred
airplanes under the provisions of
paragraph (k) of this AD. We have not
changed this final rule in this regard.

Conclusion

We reviewed the relevant data,
considered the comments received, and
determined that air safety and the

ESTIMATED COSTS

public interest require adopting this AD
with the changes described previously
and minor editorial changes. We have
determined that these minor changes:

e Are consistent with the intent that
was proposed in the NPRM (77 FR
54856, September 6, 2012) for correcting
the unsafe condition; and

¢ Do not add any additional burden
upon the public than was already
proposed in the NPRM (77 FR 54856,
September 6, 2012).

We also determined that these
changes will not increase the economic
burden on any operator or increase the
scope of this AD.

Costs of Compliance

We estimate that this AD affects 206
airplanes of U.S. registry.

We estimate the following costs to
comply with this AD:

Cost on
Action Labor cost iirstts C?gélﬁ);r u.s.
P operators
Revise maintenance program ...... 1 work-hour x $85 per hour = $85 .......ccceveiriniiereeeeee e $0 $85 $17,510

Compliance with this AD is a method
of compliance with the FAA aging
airplane safety final rule (AASFR) (70
FR 5518, February 2, 2005) (http://
www.faa.gov/aircraft/air _cert/design
approvals/transport/Aging Aircraft/
media/
AgingAirplaneSafetyFinalRule.pdf) for
certain baseline structure of Model 727,
727C, 727-100, 727-100C, 727-200, and
727-200F series airplanes. The AASFR
requires certain operators to incorporate
damage tolerance inspections into their
maintenance inspection programs.
These requirements are described in
paragraph (c)(1) of section 121.1109 of
the Federal Aviation Regulations (14
CFR 121.1109 (c)(1)) and paragraph
(b)(1) of section 129.109 of the Federal
Aviation Regulations (14 CFR
129.109(b)(1)). Accomplishment of the
actions required by this AD will meet
the requirements of these regulations for
certain baseline structure. The costs for
accomplishing the inspection portion of
this AD were accounted for in the
regulatory evaluation of the AASFR.

We have received no definitive data
that would enable us to provide cost
estimates for the on-condition actions
specified in this AD.

Authority for This Rulemaking

Title 49 of the United States Code
specifies the FAA’s authority to issue

rules on aviation safety. Subtitle I,
section 106, describes the authority of
the FAA Administrator. Subtitle VII:
Aviation Programs, describes in more
detail the scope of the Agency’s
authority.

We are issuing this rulemaking under
the authority described in Subtitle VII,
Part A, Subpart III, Section 44701:
“General requirements.” Under that
section, Congress charges the FAA with
promoting safe flight of civil aircraft in
air commerce by prescribing regulations
for practices, methods, and procedures
the Administrator finds necessary for
safety in air commerce. This regulation
is within the scope of that authority
because it addresses an unsafe condition
that is likely to exist or develop on
products identified in this rulemaking
action.

Regulatory Findings

This AD will not have federalism
implications under Executive Order
13132. This AD will not have a
substantial direct effect on the States, on
the relationship between the national
government and the States, or on the
distribution of power and
responsibilities among the various
levels of government.

For the reasons discussed above, I
certify that this AD:

(1) Is not a “significant regulatory
action” under Executive Order 12866,

(2) Is not a “significant rule” under
DOT Regulatory Policies and Procedures
(44 FR 11034, February 26, 1979),

(3) Will not affect intrastate aviation
in Alaska, and

(4) Will not have a significant
economic impact, positive or negative,
on a substantial number of small entities
under the criteria of the Regulatory
Flexibility Act.

List of Subjects in 14 CFR Part 39

Air transportation, Aircraft, Aviation
safety, Incorporation by reference,
Safety.

Adoption of the Amendment

Accordingly, under the authority
delegated to me by the Administrator,
the FAA amends 14 CFR part 39 as
follows:

PART 39—AIRWORTHINESS
DIRECTIVES

m 1. The authority citation for part 39
continues to read as follows:

Authority: 49 U.S.C. 106(g), 40113, 44701.
§39.13 [Amended]

m 2. The FAA amends § 39.13 by adding

the following new airworthiness

directive (AD):

2013-16-17 The Boeing Company:
Amendment 39-17555 ; Docket No.
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FAA—-2012-0931; Directorate Identifier
2011-NM-128-AD.

(a) Effective Date
This AD is effective September 27, 2013.

(b) Affected ADs

None.

(c) Applicability

(1) This AD applies to all The Boeing
Company Model 727, 727C, 727-100, 727—
100C, 727-200, and 727—200F series
airplanes, certificated in any category.

(2) This AD requires revisions to certain
operator maintenance documents to include
new actions (e.g., inspections, methods, and
compliance times). Compliance with these
actions is required by 14 CFR 91.403(c). For
airplanes that have been previously
modified, altered, or repaired in the areas
addressed by these inspections, the operator
may not be able to accomplish the
inspections described in the revisions. In this
situation, to comply with 14 CFR 91.403(c),
the operator must request approval for an
alternative method of compliance (AMOC)
according to paragraph (k) of this AD. The
request should include a description of
changes to the required actions that will
ensure the continued operational safety of
the airplane.

(d) Subject

Joint Aircraft System Component (JASC)/
Air Transport Association (ATA) of America
Code 57, Wings.

(e) Unsafe Condition

This AD was prompted by a structural re-
evaluation by the manufacturer, which
identified elements within the wing trailing
edge flap area that qualify as structural
significant items (SSI). We are issuing this
AD to detect and correct fatigue cracking of
the wing trailing edge structure, which could
result in compromised structural integrity of
the airplane.

(f) Compliance

Comply with this AD within the
compliance times specified, unless already
done.

(g) Maintenance Program Revision

(1) Before the accumulation of 55,000 total
flight cycles, or within 12 months after the
effective date of this AD, whichever occurs
later: Revise the maintenance program to
incorporate inspections that provide no less
than the required damage tolerance rating
(DTR) for each SSI listed in Boeing Document
D6-48040-2, Supplemental Structural
Inspection Document For Model 727
Airplanes, Appendix A, dated December
2010. The required DTR value for each SSI
is identified in Boeing Document D6—48040—
2, Supplemental Structural Inspection
Document For Model 727 Airplanes,
Appendix A, dated December 2010. The
revision to the maintenance inspection
program must include and must be
implemented in accordance with the
procedures in Section 3.0, “Flap and Support
Structure (Flap Structure) SSI Information,”
of Boeing Document D6-48040-2,
Supplemental Structural Inspection

Document For Model 727 Airplanes,
Appendix A, dated December 2010; and in
accordance with the procedures in Section
5.0, “Damage Tolerance Rating (DTR) System
Application,” and Section 6.0, “SSI
Discrepancy Reporting,” of Boeing Document
D6-48040-1, Supplemental Structural
Inspection Document (SSID), Volume 1,
Revision H, dated June 1994.

(2) The initial compliance time for the
inspections is before the accumulation of
55,000 total flight cycles, or within 3,000
flight cycles after 12 months from the
effective date of this AD, whichever occurs
later.

(h) Actions for SSI Items Repaired or
Altered Before the Effective Date of This AD

For any SSI that has been repaired or
altered before the effective date of this AD
such that the repair or design change affects
the ability to accomplish the actions required
by paragraph (g) of this AD: Before further
flight, obtain FAA approval of an alternate
inspection, in accordance with the
procedures specified in paragraph (k) of this
AD, or do the actions specified in paragraphs
(h)(1) and (h)(2) of this AD as an approved
method of compliance for the requirements
of paragraph (g) of this AD.

(1) At the initial compliance time specified
in paragraph (g) of this AD, identify each
repair or design change to that SSI.

(2) Within 12 months after the
identification of a repair or design change
required by paragraph (h)(1) of this AD,
assess the damage tolerance characteristics of
each SSI affected by each repair or design
change to determine the effectiveness of the
applicable SSID inspection for that SSI and,
if not effective, incorporate a revision into
the maintenance inspection program to
include a damage-tolerance-based alternative
inspection program for each affected SSI.
Thereafter, inspect the affected structure in
accordance with the alternative inspection
program. The inspection method and
compliance times (i.e., threshold and
repetitive intervals) of the alternative
inspection program must be approved in
accordance with the procedures specified in
paragraph (k) of this AD.

(i) Repair

If any cracked structure is found during
any inspection specified in Boeing Document
D6-48040-2, Supplemental Structural
Inspection Document For Model 727
Airplanes, Appendix A, dated December
2010, before further flight, repair the cracked
structure using a method approved in

accordance with the procedures specified in
paragraph (k) of this AD.

(j) No Alternative Actions or Intervals

After accomplishing the revision required
by paragraph (g) of this AD, no alternative
actions (e.g., inspections) or intervals may be
used other than those specified in Boeing
Document D6—-48040-2, Supplemental
Structural Inspection Document For Model
727 Airplanes, Appendix A, dated December
2010, unless the actions or intervals are
approved as an AMOC in accordance with
the procedures specified in paragraph (k) of
this AD.

(k) Alternative Methods of Compliance
(AMOCs)

(1) The Manager, Seattle Aircraft
Certification Office (ACO), FAA, has the
authority to approve AMOCs for this AD, if
requested using the procedures found in 14
CFR 39.19. In accordance with 14 CFR 39.19,
send your request to your principal inspector
or local Flight Standards District Office, as
appropriate. If sending information directly
to the manager of the ACO, send it to the
attention of the person identified in the
Related Information section of this AD.
Information may be emailed to: 9-ANM-
Seattle-ACO-AMOC-Requests@faa.gov.

(2) Before using any approved AMOC,
notify your appropriate principal inspector,
or lacking a principal inspector, the manager
of the local flight standards district office/
certificate holding district office.

(3) An AMOC that provides an acceptable
level of safety may be used for any repair
required by this AD if it is approved by the
Boeing Commercial Airplanes Organization
Designation Authorization (ODA) that has
been authorized by the Manager, Seattle
ACO, to make those findings. For a repair
method to be approved, the repair must meet
the certification basis of the airplane, and the
approval must specifically refer to this AD.

(1) Related Information

For more information about this AD,
contact Berhane Alazar, Aerospace Engineer,
Airframe Branch, ANM-120S, FAA, Seattle
Aircraft Certification Office (ACO), 1601 Lind
Avenue SW., Renton, WA 98057-3356;
phone: 425-917-6577; fax: 425—-917-6590;
email: Berhane.Alazar@faa.gov.

(m) Material Incorporated by Reference

(1) The Director of the Federal Register
approved the incorporation by reference
(IBR) of the service information listed in this
paragraph under 5 U.S.C. 552(a) and 1 CFR
part 51.

(2) You must use this service information
as applicable to do the actions required by
this AD, unless the AD specifies otherwise.

(i) Section 5.0, “Damage Tolerance Rating
(DTR) System Application,” of Boeing
Document D6—48040-1, Supplemental
Structural Inspection Document for Model
727 Airplanes, Volume 1, Revision H, dated
June 1994. The revision date of this
document is identified on only the title page
of this document.

(ii) Section 6.0, “SSI Discrepancy
Reporting,” of Boeing Document D6—48040—
1, Supplemental Structural Inspection
Document for Model 727 Airplanes, Volume
1, Revision H, dated June 1994. The revision
date of this document is identified on only
the title page of this document.

(iii) Boeing Document D6-48040-2,
Supplemental Structural Inspection
Document For Model 727 Airplanes,
Appendix A, dated December 2010. The date
appears only on the title page of this
document.

(3) For Boeing service information
identified in this AD, contact Boeing
Commercial Airplanes, Attention: Data &
Services Management, P.O. Box 3707, MC
2H-65, Seattle, Washington 98124-2207;
telephone 206-544-5000, extension 1; fax
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206-766-5680; Internet https://
www.myboeingfleet.com.

(4) You may view this service information
at FAA, Transport Airplane Directorate, 1601
Lind Avenue SW., Renton, WA. For
information on the availability of this
material at the FAA, call 425-227-1221.

(5) You may view this service information
that is incorporated by reference at the
National Archives and Records
Administration (NARA). For information on
the availability of this material at NARA, call
202-741-6030, or go to: http://
www.archives.gov/federal-register/cfr/ibr-
locations.html.

Issued in Renton, Washington, on August
1, 2013.
Jeffrey E. Duven,

Acting Manager, Transport Airplane
Directorate, Aircraft Certification Service.

[FR Doc. 2013-19460 Filed 8-22—13; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 71

[Docket No. FAA-2013-0565; Airspace
Docket No. 13—AEA-11]

Amendment of Class D and E
Airspace; Wrightstown, NJ

AGENCY: Federal Aviation
Administration (FAA), DOT.
ACTION: Final rule, technical
amendment.

SUMMARY: This action amends Class D
and E Airspace at Wrightstown, NJ, by
updating the geographic coordinates
and changing the city identifier of
McGuire Air Force Base (AFB) to aid in
the navigation of our National Airspace
System. This action is necessary for the
continued safety and management of
instrument flight rules (IFR) operations
within the Wrightstown, NJ airspace
area.

DATES: Effective date 0901 UTC, October
17, 2013. The Director of the Federal
Register approves this incorporation by
reference action under Title 1, Code of
Federal Regulations part 51, subject to
the annual revision of FAA Order
7400.9 and publication of conforming
amendments.

FOR FURTHER INFORMATION CONTACT: IOhIl
Fornito, Operations Support Group,
Eastern Service Center, Federal Aviation
Administration, P.O. Box 20636,
Atlanta, Georgia 30320; telephone (404)
305—-6364.

SUPPLEMENTARY INFORMATION:

The Rule

This amendment to Title 14, Code of
Federal Regulations (14 CFR) part 71

amends Class D airspace and E airspace
designated as an extension to a Class D
surface area at McGuire AFB,
Wrightstown, NJ, at the request of FAAs
Aeronautical Products. The geographic
coordinates of the airport are updated to
be in concert with the FAAs
aeronautical database and the city
designation is changed from
Wrightstown McGuire AFB, NJ, to
Wrightstown, NJ. Accordingly, since
this is an administrative change, and
does not affect the boundaries, altitudes,
or operating requirements of the
airspace, notice and public procedures
under 5 U.S.C. 553 (b) are unnecessary.

The Class D and E airspace
designations are published in Paragraph
5000 and 6004 respectively of FAA
Order 7400.9W, dated August 8, 2012,
and effective September 15, 2012, which
is incorporated by reference in 14 CFR
71.1. The Class D and Class E airspace
designations listed in this document
will be published subsequently in the
Order.

The FAA has determined that this
regulation only involves an established
body of technical regulations for which
frequent and routine amendments are
necessary to keep them, operationally
current, is non-controversial and
unlikely to result in adverse or negative
comments. It, therefore, (1) Is not a
“significant regulatory action’” under
Executive Order 12866; (2) is not a
“significant rule” under DOT
Regulatory Policies and Procedures (44
FR 11034; February 26, 1979); and (3)
does not warrant preparation of a
Regulatory Evaluation as the anticipated
impact is so minimal. Since this is a
routine matter that only affects air traffic
procedures and air navigation, it is
certified that this rule, when
promulgated, does not have a significant
economic impact on a substantial
number of small entities under the
criteria of the Regulatory Flexibility Act.

The FAA’s authority to issue rules
regarding aviation safety is found in
Title 49 of the United States Code.
Subtitle I, Section 106 describes the
authority of the FAA Administrator.
Subtitle VII, Aviation Programs,
describes in more detail the scope of the
agency’s authority.

This rulemaking is promulgated
under the authority described in
Subtitle VII, Part A. Subpart I, Section
40103. Under that section, the FAA is
charged with prescribing regulations to
assign the use of airspace necessary to
ensure the safety of aircraft and the
efficient use of airspace. This regulation
is within the scope of that authority as
it amends controlled airspace for the
Wrightstown, NJ airspace area.

Environmental Review

The FAA has determined that this
action qualifies for categorical exclusion
under the National Environmental
Policy Act in accordance with FAA
Order 1050.1E, “Environmental
Impacts: Policies and Procedures,”
paragraph 311a. This airspace action is
not expected to cause any potentially
significant environmental impacts, and
no extraordinary circumstances exist
that warrant preparation of an
environmental assessment.

List of Subjects in 14 CFR Part 71

Airspace, Incorporation by reference,
Navigation (Air).

Adoption of the Amendment

In consideration of the foregoing, the
Federal Aviation Administration
amends 14 CFR Part 71 as follows:

PART 71—DESIGNATION OF CLASS A,
B, C, D, AND E AIRSPACE AREAS; AIR
TRAFFIC SERVICE ROUTES; AND
REPORTING POINTS

m 1. The authority citation for Part 71
continues to read as follows:

Authority: 49 U.S.C. 106(g); 40103, 40113,
40120; E.O. 10854, 24 FR 9565, 3 CFR, 1959—
1963 Comp., p. 389.

§71.1 [Amended]

m 2. The incorporation by reference in
14 CFR 71.1 of Federal Aviation
Administration Order 7400.9W,
Airspace Designations and Reporting
Points, dated August 8, 2012, effective
September 15, 2012, is amended as
follows:

Paragraph 5000 Class D Airspace

* * * * *

AEANJD Wrightstown, NJ [Amended]

McGuire AFB, NJ
(Lat. 40°00°56” N., long. 74°35"30” W.)

That airspace extending upward from the
surface to and including 2,600 feet MSL
within a 4.5-mile radius of McGuire AFB.

Paragraph 6004 Class E Airspace
Designated as an Extension to a Class D
Surface Area.

* * * * *

AEA NJ E4 Wrightstown, NJ [Amended]

McGuire AFB, NJ

(Lat. 40°00°56” N., long. 74°35"30” W.)
McGuire VORTAC

(Lat. 40°00°34” N., long. 74°3547” W.)

That airspace extending upward from the
surface within 1.8 miles each side of the
McGuire VORTAC 350° radial extending
from the 4.5-mile radius of McGuire AFB to
6.1 miles north of the VORTAC and within
1.8 miles each side of the McGuire VORTAC
051° radial extending from the 4.5-mile
radius of the airport to 6.1 miles northeast of
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the VORTAC and within 1.8 miles each side
of the McGuire VORTAC 180° radial
extending from the 4.5-mile radius of the
airport to 5.2 miles south of the VORTAC and
within 1.8 miles each side of the McGuire
AFB ILS localizer southwest course
extending from the 4.5-mile radius of the
airport to 7 miles southwest of the localizer.

Issued in College Park, Georgia, on August
16, 2013.
Kip B. Johns,
Manager, Operations Support Group, Eastern
Service Center, Air Traffic Organization.

[FR Doc. 2013-20497 Filed 8-22—13; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 71
[Docket No. FAA-2013-0276; Airspace
Docket No. 13-AEA-5]

Amendment of Class E Airspace;
Plattsburgh, NY

AGENCY: Federal Aviation
Administration (FAA), DOT.
ACTION: Final rule.

SUMMARY: This action amends Class E
Airspace at Plattsburg, NY, as the
Clinton County Airport has closed and
controlled airspace removed. New Class
E Airspace at Plattsburgh International
Airport is created to accommodate
standard instrument approach
procedures developed at the airport.
Airspace reconfiguration is necessary
for the safety and airspace management
of Instrument Flight Rules (IFR)
operations at the airport.

DATES: Effective 0901 UTC, December
12, 2013. The Director of the Federal
Register approves this incorporation by
reference action under title 1, Code of
Federal Regulations, part 51, subject to
the annual revision of FAA Order
7400.9 and publication of conforming
amendments.

FOR FURTHER INFORMATION CONTACT: ]ohn
Fornito, Operations Support Group,
Eastern Service Center, Federal Aviation
Administration, P.O. Box 20636,
Atlanta, Georgia 30320; telephone (404)
305—-6364.

SUPPLEMENTARY INFORMATION:

History

On May 7, 2013, the FAA published
in the Federal Register a notice of
proposed rulemaking (NPRM) to remove
controlled airspace at Clinton County
Airport, Plattsburgh, NY, due to the
airport’s closure, and establish Class E
airspace at Plattsburgh International
Airport, Plattsburgh, NY (78 FR 26557).

Interested parties were invited to
participate in this rulemaking effort by
submitting written comments on the
proposal to the FAA. No comments
were received.

Class E airspace designations are
published in paragraph 6005 of FAA
Order 7400.9W dated August 8, 2012,
and effective September 15, 2012, which
is incorporated by reference in 14 CFR
71.1. The Class E airspace designations
listed in this document will be
published subsequently in the Order.

The Rule

This amendment to Title 14, Code of
Federal Regulations (14 CFR) part 71
amends Class E airspace extending
upward from 700 feet above the surface
by removing the controlled airspace for
Clinton County Airport due to the
airport’s closure, and creates controlled
airspace within a 12.6-mile radius of
Plattsburgh International Airport,
Plattsburgh, NY. Airspace
reconfiguration is necessary for the
continued safety and management of
IFR operations at the airport.

The FAA has determined that this
regulation only involves an established
body of technical regulations for which
frequent and routine amendments are
necessary to keep them operationally
current, is non-controversial and
unlikely to result in adverse or negative
comments. It, therefore, (1) Is not a
“significant regulatory action” under
Executive Order 12866; (2) is not a
“significant rule” under DOT
Regulatory Policies and Procedures (44
FR 11034; February 26, 1979); and (3)
does not warrant preparation of a
Regulatory Evaluation as the anticipated
impact is so minimal. Since this is a
routine matter that only affects air traffic
procedures and air navigation, it is
certified that this rule, when
promulgated, does not have a significant
economic impact on a substantial
number of small entities under the
criteria of the Regulatory Flexibility Act.

The FAA’s authority to issue rules
regarding aviation safety is found in
Title 49 of the United States Code.
Subtitle I, Section 106 describes the
authority of the FAA Administrator.
Subtitle VII, Aviation Programs,
describes in more detail the scope of the
agency’s authority. This rulemaking is
promulgated under the authority
described in Subtitle VII, Part A,
Subpart I, Section 40103. Under that
section, the FAA is charged with
prescribing regulations to assign the use
of airspace necessary to ensure the
safety of aircraft and the efficient use of
airspace. This regulation is within the
scope of that authority as it amends

controlled airspace for the Plattsburgh,
NY, airspace area.

Environmental Review

The FAA has determined that this
action qualifies for categorical exclusion
under the National Environmental
Policy Act in accordance with FAA
Order 1050.1E, “Environmental
Impacts: Policies and Procedures,”
paragraph 311a. This airspace action is
not expected to cause any potentially
significant environmental impacts, and
no extraordinary circumstances exist
that warrant preparation of an
environmental assessment.

Lists of Subjects in 14 CFR Part 71

Airspace, Incorporation by reference,
Navigation (Air).

Adoption of the Amendment

In consideration of the foregoing, the
Federal Aviation Administration
amends 14 CFR Part 71 as follows:

PART 71—DESIGNATION OF CLASS A,
B, C, D, AND E AIRSPACE AREAS; AIR
TRAFFIC SERVICE ROUTES; AND
REPORTING POINTS

m 1. The authority citation for Part 71
continues to read as follows:

Authority: 49 U.S.C. 106(g); 40103, 40113,
40120; E.O. 10854, 24 FR 9565, 3 CFR, 1959—
1963 Comp., p. 389.

§71.1 [Amended]

m 2. The incorporation by reference in
14 CFR 71.1 of Federal Aviation
Administration Order 7400.9W,
Airspace Designations and Reporting
Points, dated August 8, 2012, effective
September 15, 2012, is amended as
follows:

Paragraph 6005 Class E Airspace Areas
Extending Upward from 700 feet or More
Above the Surface of the Earth.

* * * * *

AEA NY E5 Plattsburgh, NY [Amended]
Plattsburgh International Airport, NY
(Lat. 44°39°03” N., long. 73°28705” W.)
That airspace extending upward from 700
feet above the surface within a 12.6-mile
radius of Plattsburgh International Airport.
Issued in College Park, Georgia, on August
16, 2013.
Kip B. Johns,
Manager, Operations Support Group, Eastern
Service Center, Air Traffic Organization.
[FR Doc. 2013-20498 Filed 8-22-13; 8:45 am)]
BILLING CODE 4910-13-P
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DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 71

[Docket No. FAA-2013-0073; Airspace
Docket No. 13—AS0-2]

Amendment of Class E Airspace;
Dayton, TN, Establishment of Class E
Airspace; Cleveland, TN, and
Revocation of Class E Airspace;
Bradley Memorial Hospital, Cleveland,
TN

AGENCY: Federal Aviation
Administration (FAA), DOT.

ACTION: Final rule.

SUMMARY: This action amends Class E
Airspace at Dayton, TN, as the
Hardwick Non-Directional Beacon
(NDB) has been decommissioned and
new Standard Instrument Approach
Procedures (SIAPs) have been
developed at Mark Anton Airport. Also,
Hardwick Field Airport has closed;
therefore, the controlled airspace area is
removed. This action also establishes
Class E Airspace at Cleveland Regional
Jetport, Cleveland, TN, to accommodate
area navigation (RNAV) global
positioning system (GPS) SIAPs at the
airport. Information regarding Bradley
Memorial Hospital is added to the
Cleveland, TN, airspace description and
removed from both the Dayton, TN,
regulatory text as well as its listing as
Bradley Memorial Hospital, Cleveland,
TN, to correct an erroneous reference.

DATES: Effective 0901 UTC, October 17,
2013. The Director of the Federal
Register approves this incorporation by
reference action under title 1, Code of
Federal Regulations, part 51, subject to
the annual revision of FAA Order
7400.9 and publication of conforming
amendments.

FOR FURTHER INFORMATION CONTACT: ]ohn
Fornito, Operations Support Group,
Eastern Service Center, Federal Aviation
Administration, P.O. Box 20636,
Atlanta, Georgia 30320; telephone (404)
305—-6364.

SUPPLEMENTARY INFORMATION:

History

On May 1, 2013, the FAA published
in the Federal Register a notice of
proposed rulemaking (NPRM) to amend
Class E airspace at Mark Anton Airport,
Dayton, TN, establish Class E airspace at
Cleveland Regional Jetport, Cleveland,
TN, and remove designation of Class E
airspace at Bradley Memorial Hospital,
Cleveland, TN, (78 FR 25403). Interested
parties were invited to participate in
this rulemaking effort by submitting

written comments on the proposal to the
FAA. No comments were received.

Class E airspace designations are
published in paragraph 6005 of FAA
Order 7400.9W dated August 8, 2012,
and effective September 15, 2012, which
is incorporated by reference in 14 CFR
71.1. The Class E airspace designations
listed in this document will be
published subsequently in the Order.

The Rule

This amendment to Title 14, Code of
Federal Regulations (14 CFR) part 71
amends Class E airspace extending
upward from 700 feet above the surface
within a 9.8-mile radius of Mark Anton
Airport, Dayton, TN, to accommodate
new standard instrument approach
procedures due to the decommissioning
of the Hardwick NDB and cancellation
of the NDB approach. Additionally, this
action establishes Class E airspace 700
feet above the surface within a 7.4 mile
radius at Cleveland Regional Jetport,
with a segment extending from the 7.4-
mile radius to 12-miles southwest of the
Jetport, to accommodate RNAV (GPS)
standard instrument approach
procedures for instrument flight rules
(IFR) operations. Also, Hardwick Field
Airport has closed, and controlled
airspace removed. Information regarding
Bradley Memorial Hospital is added to
the Cleveland, TN, airspace description
and removed from the Dayton, TN,
regulatory text as well as its listing as
Bradley Memorial Hospital, Cleveland,
TN, to correct an erroneous reference.
This action enhances the safety and
airspace management of IFR operations
in the Dayton, TN, and Cleveland, TN,
airspace areas.

The FAA has determined that this
regulation only involves an established
body of technical regulations for which
frequent and routine amendments are
necessary to keep them operationally
current, is non-controversial and
unlikely to result in adverse or negative
comments. It, therefore, (1) Is not a
“significant regulatory action’” under
Executive Order 12866; (2) is not a
“significant rule” under DOT
Regulatory Policies and Procedures (44
FR 11034; February 26, 1979); and (3)
does not warrant preparation of a
Regulatory Evaluation as the anticipated
impact is so minimal. Since this is a
routine matter that only affects air traffic
procedures and air navigation, it is
certified that this rule, when
promulgated, does not have a significant
economic impact on a substantial
number of small entities under the
criteria of the Regulatory Flexibility Act.

The FAA’s authority to issue rules
regarding aviation safety is found in
Title 49 of the United States Code.

Subtitle I, Section 106 describes the
authority of the FAA Administrator.
Subtitle VII, Aviation Programs,
describes in more detail the scope of the
agency’s authority. This rulemaking is
promulgated under the authority
described in Subtitle VII, Part A,
Subpart I, Section 40103. Under that
section, the FAA is charged with
prescribing regulations to assign the use
of airspace necessary to ensure the
safety of aircraft and the efficient use of
airspace. This regulation is within the
scope of that authority as it amends
controlled airspace in the Dayton, and
Cleveland, TN, airspace areas.

Environmental Review

The FAA has determined that this
action qualifies for categorical exclusion
under the National Environmental
Policy Act in accordance with FAA
Order 1050.1E, “Environmental
Impacts: Policies and Procedures,”
paragraph 311a. This airspace action is
not expected to cause any potentially
significant environmental impacts, and
no extraordinary circumstances exist
that warrant preparation of an
environmental assessment.

Lists of Subjects in 14 CFR Part 71

Airspace, Incorporation by reference,
Navigation (Air).

Adoption of the Amendment

In consideration of the foregoing, the
Federal Aviation Administration
amends 14 CFR Part 71 as follows:

PART 71—DESIGNATION OF CLASS A,
B, C, D, AND E AIRSPACE AREAS; AIR
TRAFFIC SERVICE ROUTES; AND
REPORTING POINTS

m 1. The authority citation for Part 71
continues to read as follows:

Authority: 49 U.S.C. 106(g); 40103, 40113,
40120; E.O. 10854, 24 FR 9565, 3 CFR, 1959—
1963 Comp., p. 389.

§71.1 [Amended]

m 2. The incorporation by reference in
14 CFR 71.1 of Federal Aviation
Administration Order 7400.9W,
Airspace Designations and Reporting
Points, dated August 8, 2012, effective
September 15, 2012, is amended as
follows:

Paragraph 6005 Class E Airspace Areas
Extending Upward from 700 feet or More
Above the Surface of the Earth.

* * * * *

ASO TN E5 Dayton, TN [Amended]

Mark Anton Airport, TN
(Lat. 35°29'10” N., long. 84°55'52” W.)
Bledsoe County Hospital, Pikeville, TN, Point
in Space Coordinates
(Lat. 35°37°34” N., long. 85°10"38” W.)
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That airspace extending upward from 700
feet above the surface within a 9.8-mile
radius of the Mark Anton Airport, and that
airspace within a 6-mile radius of the Point
in Space Coordinates (lat. 35°37’34” N., long
85°10’38” W.) serving Bledsoe County
Hospital, Pikeville, TN.

* * * * *

ASO TN E5 Cleveland, TN [New]

Cleveland Regional Jetport, TN

(Lat. 35°12°41” N., long. 84°47’59” W.)
Bradley Memorial Hospital, TN, Point in

Space Coordinates

(Lat. 35°10’52” N., long. 84°52’56” W.)

That airspace extending upward from 700
feet above the surface within a 7.4-mile
radius of Cleveland Regional Jetport, and
within 2-miles each side of the 209° bearing
from the airport, extending from the 7.4-mile
radius to 12-miles southwest of the airport,
and within a 6-mile radius of the Point in
Space Coordinates (lat. 35°10’52” N.,
long.84°52’56” W.) serving Bradley Memorial
Hospital.

* * * * *

ASO TN E5 Bradley Memorial Hospital,
Cleveland, TN [ Removed]

Issued in College Park, Georgia, on August
16, 2013.

Kip B. Johns,

Manager, Operations Support Group, Eastern
Service Center, Air Traffic Organization.

[FR Doc. 2013-20499 Filed 8-22—13; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 71
[Docket No. FAA-2013-0002; Airspace
Docket No. 12-AS0-46]

Establishment of Class E Airspace;
Umatilla, FL

AGENCY: Federal Aviation
Administration (FAA), DOT.
ACTION: Final rule.

SUMMARY: This action establishes Class
E Airspace at Umatilla, FL, to
accommodate the Area Navigation
(RNAV) Global Positioning System
(GPS) Standard Instrument Approach
Procedures at Umatilla Municipal
Airport. This action enhances the safety
and airspace management of Instrument
Flight Rules (IFR) operations within the
National Airspace System.

DATES: Effective 0901 UTC, December
12, 2013. The Director of the Federal
Register approves this incorporation by
reference action under title 1, Code of
Federal Regulations, part 51, subject to
the annual revision of FAA Order
7400.9 and publication of conforming
amendments.

FOR FURTHER INFORMATION CONTACT: John
Fornito, Operations Support Group,
Eastern Service Center, Federal Aviation
Administration, P.O. Box 20636,
Atlanta, Georgia 30320; telephone (404)
305-6364.

SUPPLEMENTARY INFORMATION:

History

On June 4, 2013, the FAA published
in the Federal Register a notice of
proposed rulemaking (NPRM) to
establish Class E airspace at Umatilla,
FL (78 FR 33265) Docket No. FAA—
2013—-0002. Interested parties were
invited to participate in this rulemaking
effort by submitting written comments
on the proposal to the FAA. No
comments were received. Class E
airspace designations are published in
paragraph 6005 of FAA Order 7400.9W
dated August 8, 2012, and effective
September 15, 2012, which is
incorporated by reference in 14 CFR
71.1. The Class E airspace designations
listed in this document will be
published subsequently in the Order.

The Rule

This amendment to Title 14, Code of
Federal Regulations (14 CFR) part 71
establishes Class E airspace extending
upward from 700 feet above the surface
within a 6.7-mile radius of the airport at
Umatilla, FL, providing the controlled
airspace required to accommodate the
new RNAYV (GPS) Standard Instrument
Approach Procedures developed for
Umatilla Municipal Airport. This action
is necessary for the safety and
management of IFR operations at the
airport.

The FAA has determined that this
regulation only involves an established
body of technical regulations for which
frequent and routine amendments are
necessary to keep them operationally
current, is non-controversial and
unlikely to result in adverse or negative
comments. It, therefore, (1) Is not a
“significant regulatory action”” under
Executive Order 12866; (2) is not a
“significant rule” under DOT
Regulatory Policies and Procedures (44
FR 11034; February 26, 1979); and (3)
does not warrant preparation of a
Regulatory Evaluation as the anticipated
impact is so minimal. Since this is a
routine matter that only affects air traffic
procedures and air navigation, it is
certified that this rule, when
promulgated, does not have a significant
economic impact on a substantial
number of small entities under the
criteria of the Regulatory Flexibility Act.
The FAA’s authority to issue rules
regarding aviation safety is found in
Title 49 of the United States Code.
Subtitle I, Section 106 describes the

authority of the FAA Administrator.
Subtitle VII, Aviation Programs,
describes in more detail the scope of the
agency’s authority. This rulemaking is
promulgated under the authority
described in Subtitle VII, Part A,
Subpart I, Section 40103. Under that
section, the FAA is charged with
prescribing regulations to assign the use
of airspace necessary to ensure the
safety of aircraft and the efficient use of
airspace. This regulation is within the
scope of that authority as it establishes
controlled airspace at Umatilla
Municipal Airport, Umatilla, FL.

Environmental Review

The FAA has determined that this
action qualifies for categorical exclusion
under the National Environmental
Policy Act in accordance with FAA
Order 1050.1E, “Environmental
Impacts: Policies and Procedures,”
paragraph 311a. This airspace action is
not expected to cause any potentially
significant environmental impacts, and
no extraordinary circumstances exist
that warrant preparation of an
environmental assessment.

Lists of Subjects in 14 CFR Part 71

Airspace, Incorporation by reference,
Navigation (Air).

Adoption of the Amendment

In consideration of the foregoing, the
Federal Aviation Administration
amends 14 CFR Part 71 as follows:

PART 71—DESIGNATION OF CLASS A,
B, C, D AND E AIRSPACE AREAS; AIR
TRAFFIC SERVICE ROUTES; AND
REPORTING POINTS

m 1. The authority citation for Part 71
continues to read as follows:

AuthOI‘ity: 49 U.S.C. 106(g); 40103, 40113,
40120; E.O. 10854, 24 FR 9565, 3 CFR, 1959—
1963 Comp., p. 389.

§71.1 [Amended]

m 2. The incorporation by reference in
14 CFR 71.1 of Federal Aviation
Administration Order 7400.9W,
Airspace Designations and Reporting
Points, dated August 8, 2012, effective
September 15, 2012, is amended as
follows:

Paragraph 6005 Class E Airspace Areas
Extending Upward from 700 feet or More
Above the Surface of the Earth

* * * * *

ASO FL E5 Umatilla, FL [New]
Umatilla Municipal Airport, FL
(Lat. 28°55’27” N., long. 82°39°07” W.)
That airspace extending upward from 700
feet above the surface within a 6.7-mile
radius of Umatilla Municipal Airport.
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Issued in College Park, Georgia, on August
16, 2013.

Kip B. Johns,
Manager, Operations Support Group, Eastern
Service Center, Air Traffic Organization.

[FR Doc. 2013-20512 Filed 8-22-13; 8:45 am]
BILLING CODE 4910-13-P

COMMODITY FUTURES TRADING
COMMISSION

17 CFR Part 1

RIN 3038—AD64

Retail Commodity Transactions Under
Commodity Exchange Act

AGENCY: Commodity Futures Trading
Commission.
ACTION: Interpretation.

SUMMARY: On December 14, 2011, the
Commodity Futures Trading
Commission (‘““Commission’ or
“CFTC”) issued in the Federal Register
an interpretation (“Interpretation’’)
regarding the meaning of the term
“actual delivery,” as set forth in the
Commodity Exchange Act. The
Commission also requested public
comment on whether the Interpretation
accurately construed the statutory
language. In response to the comments
received, the Commission has
determined to clarify its Interpretation.
DATES: Effective August 23, 2013.

FOR FURTHER INFORMATION CONTACT:
Rosemary Hollinger, Regional Counsel,
Division of Enforcement, 312—-596—0538,
rhollinger@cftc.gov, or Martin B. White,
Assistant General Counsel, Office of the
General Counsel, 202—418-5129,
mwhite@cftc.gov, Commodity Futures
Trading Commission, Three Lafayette
Centre, 1155 21st Street NW.,
Washington, DC 20581.
SUPPLEMENTARY INFORMATION:

I. Background

On July 21, 2010, President Obama
signed the Dodd-Frank Wall Street
Reform and Consumer Protection Act
(“Dodd-Frank Act).t Title VII of the
Dodd-Frank Act2 amended the
Commodity Exchange Act (“CEA”)3 to
establish a comprehensive new
regulatory framework for swaps and
security-based swaps. The legislation
was enacted to reduce risk, increase

1 See Dodd-Frank Wall Street Reform and
Consumer Protection Act of 2010, Public Law 111—
203, 124 Stat. 1376 (2010). The text of the Dodd-
Frank Act may be accessed at http://www.cftc.gov/
LawRegulation/OTCDERIVATIVES/index.htm.

2Pursuant to section 701 of the Dodd-Frank Act,
Title VII may be cited as the “Wall Street
Transparency and Accountability Act of 2010.”

37 U.S.C. 1 et seq.

transparency, and promote market
integrity within the financial system by,
among other things: (1) Providing for the
registration and comprehensive
regulation of swap dealers and major
swap participants; (2) imposing clearing
and trade execution requirements on
standardized derivative products; (3)
creating robust recordkeeping and real-
time reporting regimes; and (4)
enhancing the Commission’s
rulemaking and enforcement authorities
with respect to, among others, all
registered entities and intermediaries
subject to the Commission’s oversight.

In addition, section 742(a) of the
Dodd-Frank Act amends section 2(c)(2)
of the CEA to add a new subparagraph,
section 2(c)(2)(D) of the CEA 4 entitled
“Retail Commodity Transactions.” New
CEA section 2(c)(2)(D) broadly applies
to any agreement, contract, or
transaction in any commodity that is
entered into with, or offered to (even if
not entered into with), a non-eligible
contract participant or non-eligible
commercial entity on a leveraged or
margined basis, or financed by the
offeror, the counterparty, or a person
acting in concert with the offeror or
counterparty on a similar basis.5 New
CEA section 2(c)(2)(D) further provides
that such an agreement, contract, or
transaction shall be subject to CEA
sections 4(a),® 4(b),” and 4b 8 as if the
agreement, contract, or transaction was
a contract of sale of a commodity for
future delivery.?

New CEA section 2(c)(2)(D) excepts
certain transactions from its application.
In particular, new CEA section
2(c)(2)(D)(ii)(IIT)(aa) 1° excepts a contract
of sale that results in actual delivery
within 28 days or such other longer
period as the Commission may
determine by rule or regulation based
upon the typical commercial practice in
cash or spot markets for the commodity
involved.1!

On December 14, 2011, the
Commission issued an Interpretation
inviting public comment on whether its
stated interpretation of the term ““actual
delivery,” as used in new CEA section

47 U.S.C. 2(c)(2)(D).

57 U.S.C. 2(c)(2)(D)(1).

67 U.S.C. 6(a) (prohibition against off-exchange
contracts of sale of a commodity for future
delivery).

77 U.S.C. 6(b) (regulation of foreign boards of
trade with United States participants).

87 U.S.C. 6b (prohibition against fraud).

97 U.S.C. 2(c)(2)(D)(iii).

107 U.S.C. 2(c)(2)(D)(ii)(II)(aa).

11 The Commission has not adopted any
regulations permitting a longer actual delivery
period for any commodity pursuant to new CEA
section 2(c)(2)(D)(ii)(IIT)(aa). Accordingly, the 28-
day actual delivery period set forth in this provision
remains applicable to all commodities.

2(c)(2)(D)(ii)(IIT)(aa), accurately
construes the statutory language.?2 The
Commission received several public
comments on the Interpretation. After
thoroughly reviewing those comments,
the Commission has determined to
clarify its Interpretation in response to
the comments received.

II. Summary of Comments

A. Comments Generally

The Commission received 13
comments in response to its
Interpretation.3 The comments
included 11 comment letters that
addressed the Interpretation. These 11
comment letters were submitted by
entities representing a broad range of
interests, including a self-regulatory
organization,14 precious metals dealers
and depository companies,? law
firms,16 trade associations comprised of
energy producers and suppliers,?” and
electricity and natural gas suppliers.18

Of the 11 comment letters addressing
the Interpretation, two voiced general
support for the Interpretation. For
example, NFA stated:

NFA fully supports the Commission’s
proposed interpretation of the term [actual
delivery] and believes that it is consistent
with the statutory language.

The comment letter submitted by
DGG expressed its appreciation of the
Commission’s efforts to “curtail any
fraudulent retail commodity
transactions occurring by unscrupulous
actors.” DGG further urged the
Commission to consider delivery of
precious metals to affiliates of the seller,
but not to the seller itself, as
constituting actual delivery under new
CEA section 2(c)(2)(D)(ii)(II)(aa), stating
that “[w]hile we understand the CFTC’s
desire to ensure, among other things,
that the seller actually has the
commodity to deliver, an affiliate of one
of the limited types of depositories
described in Example 2 [of the
Interpretation] are unlikely to be the

12Retail Commodity Transactions Under
Commodity Exchange Act, 76 FR 77670 (Dec. 14,
2011).

13 The comment file may be accessed at http://
comments.cftc.gov/PublicComments/
CommentList.aspx?id=1124.

14 National Futures Association (NFA).

15 Dillon Gage Group (DGG) and Monex Deposit
Company and its affiliate (MDC).

16].B. Grossman P.A. (JBG), Greenberg Traurig,
LLP (GBT), and Rothgerber Johnson & Lyons LLP
(RJL).

17 National Energy Markets Association (NEM),
Retail Energy Supply Association (RESA), and
Commercial Energy Working Group (CEWG).

18 Constellation NewEnergy, Inc., Green
Mountain Energy Company, Direct Energy Services,
LLC, Exelon Energy Company, Reliant Energy Retail
Holdings, LLG, Liberty Power Corporation, and
Champion Energy Services, LLC.


http://comments.cftc.gov/PublicComments/CommentList.aspx?id=1124
http://comments.cftc.gov/PublicComments/CommentList.aspx?id=1124
http://comments.cftc.gov/PublicComments/CommentList.aspx?id=1124
http://www.cftc.gov/LawRegulation/OTCDERIVATIVES/index.htm
http://www.cftc.gov/LawRegulation/OTCDERIVATIVES/index.htm
mailto:rhollinger@cftc.gov
mailto:mwhite@cftc.gov
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seller ‘fraudsters’ Senator Lincoln had
in mind.”

Two of the comment letters submitted
by law firms generally did not support
the Interpretation. GBT stated that
neither the Dodd-Frank Act nor its
legislative history indicated Congress’s
desire to limit the depositories to which
actual delivery could be made, and JBG
voiced its view that delivery in the
context of precious and industrial
metals requires only transfer of title to
metal, not physical delivery of metal.

The third comment letter submitted
by a law firm, RJL, was submitted on
behalf of precious metals dealers. RJL
requested clarification of when the
Commission will consider the 28 days
in new CEA section 2(c)(2)(D)(ii)(III)(aa)
to begin and urged the Commission to
allow for delivery of precious metals to
additional depositories beyond those
described in the Interpretation. RJL also
requested clarification, as did MDC, a
retail precious metals dealer, of whether
the offset of a precious metals purchase
prior to transfer of title to the customer
and delivery of the precious metals to a
depository within 28 days would cause
the original purchase to become a
prohibited transaction under new CEA
section 2(c)(2)(D).

Finally, four of the comment letters
were submitted by energy suppliers or
trade associations comprised of energy
producers and suppliers, and they
generally requested clarification of
whether new CEA section 2(c)(2)(D)
and/or its exceptions apply to the sale
and delivery of physical energy
commodities, such as electricity and
natural gas, to industrial, commercial,
and/or retail customers on a recurring
basis. For example, NEMA requested:

that the Commission clarify that the type of
transactions which its retail energy marketer
members typically enter into with residential
and commercial customers, in which they
contract with the customer to provide
physical energy supply (electricity or natural
gas) for terms that regularly in the course of
business contemplate delivery of the physical
energy commodity in excess of 28 days, were
not intended and should not be interpreted
to constitute ‘retail commodity transactions’
under the Act.

B. Specific Comments

1. Functional Approach and Relevant
Factors

Significantly, no commenters
criticized, expressed disagreement with,
or questioned the underlying foundation
for the Commission’s approach in
determining whether “actual delivery”
has occurred, as set forth in the
Interpretation: “The determination of
whether ‘actual delivery’ has occurred
within the meaning of new CEA section

2(c)(2)(D)(ii)(IIT)(aa) requires
consideration of evidence regarding
delivery beyond the four corners of
contract documents;” and “‘in
determining whether actual delivery has
occurred within 28 days, the
Commission will employ a functional
approach and examine how the
agreement, contract, or transaction is
marketed, managed, and performed,
instead of relying solely on language
used by the parties in the agreement,
contract, or transaction.” 19 Further, no
comment letters criticized, expressed
disagreement with, or questioned the
relevant factors the Commission
enumerated in the Interpretation:
Ownership, possession, title, and
physical location of the commodity
purchased or sold, both before and after
execution of the agreement, contract, or
transaction; the nature of the
relationship between the buyer, seller,
and possessor of the commodity
purchased or sold; and the manner in
which the purchase or sale is recorded
and completed.2? Accordingly, the
Commission will assess whether any
given transaction results in actual
delivery within the meaning of new
CEA section 2(c)(2)(D)(ii)(III)(aa) by
employing the functional approach and
considering the factors set forth in the
Interpretation.

2. When the 28-Day Period Begins

In response to the comment from RJL,
the Commission is clarifying when it
will consider the 28-day period in new
CEA section 2(c)(2)(D)(ii)(III)(aa) to
begin. The Commission has determined
that the most practical point at which to
begin counting the 28 days is the date
on which the agreement, contract, or
transaction is entered into. This
approach is consistent with the
functional approach the Commission
will take in determining whether actual
delivery has occurred, and it should
provide industry participants and the
public with a readily ascertainable date
for determining whether actual delivery
has occurred within the meaning of new
CEA section 2(c)(2)(D)(ii)(III)(aa).

3. Interpretation Examples

The Interpretation included five
examples to illustrate how the
Commission would determine whether
actual delivery has occurred within the
meaning of new CEA section
2(c)(2)(D)(ii)(III)(aa), and several
comment letters urged the Commission
to allow for delivery of commodities to
depositories beyond those described in
Example 2 or expressed disagreement

1976 FR 77670, 77672 (Dec. 14, 2011).
20]d.

with any limitation imposed on
acceptable depositories or the precise
form of delivery. The Commission has
considered these comments and has
determined to clarify the intent behind
these examples.

The examples are non-exclusive and
are included to provide the public with
guidance on how the Commission will
apply the relevant factors enumerated in
the Interpretation in making its
determination of whether actual
delivery has occurred within the
meaning of new CEA section
2(c)(2)(D)(ii)(II)(aa). Examples 1 and 2
do not encompass all scenarios in which
the Commission may determine that
actual delivery has occurred, nor do
Examples 3, 4, and 5 encompass all
scenarios in which the Commission may
determine that actual delivery has not
occurred. Specifically, with regard to
Example 2, the Commission may
determine that actual delivery has
occurred if a commodity is delivered to
an affiliate of the seller or is already
physically located at a depository, so
long as the commodity is otherwise
delivered in accordance with the
methods described in Example 2, if a
careful consideration of the other
relevant factors enumerated in the
Interpretation demonstrates that the
purported delivery is not simply a sham
and that actual delivery has occurred
within the meaning of new CEA section
2(c)(2)(D)(ii)(I)(aa). Conversely, the
Commission may determine that actual
delivery has not occurred if a
commodity is purportedly delivered to
an affiliate of the seller, but the
Commission is unable to obtain
sufficient assurances within a
reasonable period of time that the
purported delivery is not simply a
sham.

4. Offsetting of Transactions

Two commenters, in response to
Example 5 of the Interpretation,
requested clarification of whether the
offset of a precious metals purchase
prior to transfer of title to the customer
and delivery of the precious metals to a
depository within 28 days would cause
the original purchase to become a
prohibited transaction under new CEA
section 2(c)(2)(D). After careful
consideration of this comment, the
Commission has determined that
Example 5 accurately illustrates the
Commission’s views of whether actual
delivery will have occurred under the
circumstances described in Example 5.
However, the Commission recognizes
that a customer may request to cancel a
purchase of a commodity prior to actual
delivery of the commodity within 28
days due to extraordinary market
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circumstances. Accordingly, the
Commission will not prosecute a seller
for permitting such a cancellation,
provided that the seller does so only on
limited occasions and at the customer’s
request, and further provided that the
customer does not enter into a
subsequent transaction within three
business days of such cancellation.

5. Energy Producers and Suppliers

Four comment letters requested
clarification of whether new CEA
section 2(c)(2)(D) and/or any of its
exceptions apply to the sale and
delivery of physical energy commodities
to industrial, commercial, and/or retail
customers on a recurring basis.
Specifically, under the scenario
described in these comment letters,
energy firms enter into fixed price
contracts with customers to supply
electricity or natural gas to the
customer’s residence or business for a
period of one or more years. The
customer consumes the electricity or
natural gas and subsequently pays for
that usage, along with all applicable
taxes, on a periodic basis. The
Commission is not of the view that new
CEA section 2(c)(2)(D) applies to this
scenario, particularly in light of the fact
that the customer regularly receives
delivery of and consumes the physical
energy commodity over the term of the
contract and periodically pays for that
usage.

III. Commission Interpretation of
‘“Actual Delivery”

In consideration of the foregoing, the
Commission issues the following
interpretation to inform the public of
the Commission’s views as to the
meaning of the term “‘actual delivery” as
used in new CEA section
2(c)(2)(D)(ii)(II)(aa) and to provide the
public with guidance on how the
Commission intends to assess whether
any given transaction results in actual
delivery within the meaning of the
statute. This interpretation does not
address the meaning or scope of new
CEA section 2(c)(2)(D)(ii)(III)(bb) 21 or
any exception to new CEA section
2(c)(2)(D) other than new CEA section
2(c)(2)(D)(ii)(I)(aa). Similarly, this
interpretation does not address the
meaning or scope of contracts of sale of
a commodity for future delivery, the
forward contract exclusion from the
term ““future delivery” set forth in CEA
section 1a(27),22 or the forward contract
exclusion from the term “swap” set
forth in CEA section 1a(47)(B)(ii).23 Nor

217 U.S.C. 2(c)(2)(D)({i)(I1)(bb).
227 U.S.C. 1a(27).
237 U.S.C. 1a(47)(B)(ii).

does this interpretation alter any
statutory interpretation or statement of
Commission policy relating to the
forward contract exclusion.24

In the view of the Commission, the
determination of whether “actual
delivery” has occurred within the
meaning of new CEA section
2(c)(2)(D)(ii)(IIT)(aa) requires
consideration of evidence regarding
delivery beyond the four corners of
contract documents. This interpretation
of the statutory language is based on
Congress’s use of the word “‘actual” to
modify “delivery” and on the legislative
history of new CEA section
2(c)(2)(D)(ii)(II)(aa) described above.
Consistent with this interpretation of
the statutory language, in determining
whether actual delivery has occurred
within 28 days of the date the
agreement, contract, or transaction is
entered into, the Commission will
employ a functional approach and
examine how the agreement, contract, or
transaction is marketed, managed, and
performed, instead of relying solely on
language used by the parties in the
agreement, contract, or transaction. This
approach best accomplishes Congress’s
intent when it enacted section 742(a) of
the Dodd-Frank Act and gives full
meaning to Congress’s term “‘actual
delivery.”

Relevant factors in this determination
include the following: Ownership,
possession, title, and physical location
of the commodity purchased or sold,
both before and after execution of the
agreement, contract, or transaction,
including all related documentation; the
nature of the relationship between the
buyer, seller, and possessor of the
commodity purchased or sold; and the
manner in which the purchase or sale is
recorded and completed. The
Commission provides the following
non-exclusive examples to illustrate
how it will determine whether actual
delivery has occurred within the
meaning of new CEA section
2(c)(2)(D)(ii)(IIT)(aa). The Commission
may also determine that actual delivery
has occurred in circumstances beyond
those described in the first two
examples if it can readily determine
within a reasonable period of time that
the purported delivery is not simply a
sham and that actual delivery has
occurred within 28 days within the
meaning of new CEA section
2(c)(2)(D)(ii)(I1T)(aa).

Example 1: Actual delivery will have
occurred if, within 28 days, the seller has: (1)
Physically delivered the entire quantity of

24 See, e.g., Statutory Interpretation Concerning
Forward Transactions, 55 FR 39188 (Sept. 25, 1990)
(“Brent Interpretation”).

the commodity purchased by the buyer,
including any portion of the purchase made
using leverage, margin, or financing, into the
possession of the buyer; and (2) has
transferred title to that quantity of the
commodity to the buyer.

Example 2: Actual delivery will have
occurred if, within 28 days, the seller has: (1)
Physically delivered the entire quantity of
the commodity purchased by the buyer,
including any portion of the purchase made
using leverage, margin, or financing, whether
in specifically segregated or fungible bulk
form, into the possession of a depository
other than the seller and its parent company,
partners, agents, and other affiliates, that is:
(a) A financial institution as defined by the
CEA; (b) a depository, the warrants or
warehouse receipts of which are recognized
for delivery purposes for any commodity on
a contract market designated by the
Commission; or (c) a storage facility licensed
or regulated by the United States or any
United States agency; and (2) has transferred
title to that quantity of the commodity to the
buyer.25

Example 3: Actual delivery will not have
occurred if, within 28 days, a book entry is
made by the seller purporting to show that
delivery of the commodity has been made to
the buyer and/or that a sale of a commodity
has subsequently been covered or hedged by
the seller through a third party contract or
account, but the seller has not, in accordance
with the methods described in Example 1 or
2, physically delivered the entire quantity of
the commodity purchased by the buyer,
including any portion of the purchase made
using leverage, margin, or financing, and
transferred title to that quantity of the
commodity to the buyer, regardless of
whether the agreement, contract, or
transaction between the buyer and seller
purports to create an enforceable obligation
on the part of the seller, or a parent company,
partner, agent, or other affiliate of the seller,
to deliver the commodity to the buyer.

Example 4: Actual delivery will not have
occurred if, within 28 days, the seller has
purported to physically deliver the entire
quantity of the commodity purchased by the
buyer, including any portion of the purchase
made using leverage, margin, or financing, in
accordance with the method described in
Example 2, and transfer title to that quantity
of the commodity to the buyer, but the title
document fails to identify the specific
financial institution, depository, or storage
facility with possession of the commodity,
the quality specifications of the commodity,
the identity of the party transferring title to

25Based on Examples 1 and 2, an agreement,
contract, or transaction that results in “physical
delivery” within the meaning of section
1.04(a)(2)(i)—(iii) of the Model State Commodity
Code would ordinarily result in “actual delivery”
under new CEA section 2(c)(2)(D)(ii)(IlT)(aa), absent
other evidence indicating that the purported
delivery is a sham. See Model State Commodity
Code § 1.04(a)(2)(i)—(iii), Comm. Fut. L. Rep.
Archive (CCH) { 22,568 (Apr. 5, 1985). Conversely,
an agreement, contract, or transaction that does not
result in “physical delivery”” within the meaning of
section 1.04(a)(2)(i)—(iii) of the Model State
Commodity Code is highly unlikely to result in
“actual delivery” under new CEA section
2(c)(2)(D)(iD)(I11)(aa).
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the commodity to the buyer, and the
segregation or allocation status of the
commodity.

Example 5: Actual delivery will not have
occurred if, within 28 days, an agreement,
contract, or transaction for the purchase or
sale of a commodity is rolled, offset, or
otherwise netted with another transaction or
settled in cash between the buyer and the
seller, but the seller has not, in accordance
with the methods described in Example 1 or
2, physically delivered the entire quantity of
the commodity purchased by the buyer,
including any portion of the purchase made
using leverage, margin, or financing, and
transferred title to that quantity of the
commodity to the buyer, regardless of
whether the agreement, contract, or
transaction between the buyer and seller
purports to create an enforceable obligation
on the part of the seller, or a parent company,
partner, agent, or other affiliate of the seller,
to deliver the commodity to the buyer.

Issued in Washington, DC, on August 20,
2013, by the Commission.
Christopher J. Kirkpatrick,
Deputy Secretary of the Commission.

Appendix to Retail Commodity
Transactions Under Commodity
Exchange Act—Commission Voting
Summary

On this matter, Chairman Gensler and
Commissioners Chilton, O’Malia, and Wetjen
voted in the affirmative. No Commissioners
voted in the negative.

[FR Doc. 2013—-20617 Filed 8-22—13; 8:45 am]

BILLING CODE 6351-01-P

DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Food and Drug Administration

21 CFR Parts 510, 520, and 558
[Docket No. FDA-2013—-N-0839]

New Animal Drugs; Withdrawal of
Approval of New Animal Drug
Applications; Diethylcarbamazine;
Nicarbazin; Penicillin

AGENCY: Food and Drug Administration,
HHS.

ACTION: Final rule.

DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Food and Drug Administration

21 CFR Part 175

Indirect Food Additives: Adhesives
and Components of Coatings

CFR Correction

In Title 21 of the Code of Federal
Regulations, Parts 170 to 199, revised as
of April 1, 2013, on page 196, in
§ 175.320, in paragraph (c), in the first
sentence, revise ‘“tables 1 and 2 of
§176.17(c)” to read “‘tables 1 and 2 of
§176.170(c)”.

[FR Doc. 2013-20702 Filed 8-22—13; 8:45 am]
BILLING CODE 1505-01-D

SUMMARY: The Food and Drug
Administration (FDA) is amending the
animal drug regulations to reflect the
withdrawal of approval of three new
animal drug applications (NADAs) at
the sponsors’ request because the
products are no longer manufactured or
marketed.

DATES: This rule is effective September
3, 2013.

FOR FURTHER INFORMATION CONTACT:
David Alterman, Center for Veterinary
Medicine (HFV-212), Food and Drug
Administration, 7519 Standish P1.,
Rockville, MD 20855, 240—453—6843,
email: david.alterman@fda.hhs.gov.

SUPPLEMENTARY INFORMATION: Phibro
Animal Health Corp., 65 Challenger Rd.,
3d Floor, Ridgefield Park, NJ 07660 has
requested that FDA withdraw approval
of NADA 098-371 for use of nicarbazin,
penicillin, and roxarsone in 3-way,
combination drug Type C medicated
feeds for broiler chickens and NADA
098-374 for use of nicarbazin and
penicillin in 2-way, combination drug
Type C medicated feeds for broiler
chickens because the products are no
longer manufactured or marketed.
Accordingly, 21 CFR 558.366 and
558.460 are being amended to reflect the
withdrawal of approval.

R. P. Scherer North America, P.O. Box
5600, Clearwater, FL. 33518 has
requested that FDA withdraw approval
of NADA 123-116 for
Diethylcarbamazine Citrate Capsules
used in dogs for the prevention of
heartworm disease because the product
is no longer manufactured or marketed.
Accordingly, 21 CFR 520.622d is being
amended to reflect the withdrawal of
approval.

Following this withdrawal of
approval, R. P. Scherer North America
is no longer the sponsor of an approved
application. Accordingly, 21 CFR
510.600(c) is being amended to remove
the entries for these firms.

Elsewhere in this issue of the Federal
Register, FDA gave notice that approval

of NADA 098-371, NADA 098-374, and
NADA 123-116, and all supplements
and amendments thereto, is withdrawn.
As provided in the regulatory text of
this document, the animal drug
regulations are amended to reflect these
voluntary withdrawals of approval.

This rule does not meet the definition
of “rule” in 5 U.S.C. 804(3)(A) because
it is a rule of “particular applicability.”
Therefore, it is not subject to the
congressional review requirements in 5
U.S.C. 801-808.

List of Subjects

21 CFR Part 510

Administrative practice and
procedure, Animal drugs, Labeling,
Reporting and recordkeeping
requirements.

21 CFR Part 520
Animal drugs.
21 CFR Part 558

Animal drugs, Animal feeds.

Therefore, under the Federal Food,
Drug, and Cosmetic Act and under
authority delegated to the Commissioner
of Food and Drugs and redelegated to
the Center for Veterinary Medicine, 21
CFR parts 510, 520, and 558 are
amended as follows:

PART 510—NEW ANIMAL DRUGS

m 1. The authority citation for 21 CFR
part 510 continues to read as follows:

Authority: 21 U.S.C. 321, 331, 351, 352,
353, 360b, 371, 379e.
§510.600 [Amended]

m 2.In §510.600, in the table in
paragraph (c)(1), remove the entry for
“R. P. Scherer North America”; and in
the table in paragraph (c)(2), remove the
entry for “011014”.

PART 520—ORAL DOSAGE FORM
NEW ANIMAL DRUGS

m 3. The authority citation for 21 CFR
part 520 continues to read as follows:

Authority: 21 U.S.C. 360b.

§520.622d [Removed]
m 4. Remove §520.622d.

PART 558—NEW ANIMAL DRUGS FOR
USE IN ANIMAL FEEDS

m 5. The authority citation for 21 CFR
part 558 continues to read as follows:

Authority: 21 U.S.C. 360b, 371.

§558.366 [Amended]

m 6.In §558.366, in the table in
paragraph (d), in the entry for “90.8 to
181.6 (0.01 to 0.02 pct)”’, remove the
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entries for “Penicillin 2.4 to 50 and
“Penicillin 2.4 to 50 and roxarsone 22.7
to 45.4”.

§558.460 [Amended]
m 7.In §558.460, remove and reserve
paragraph (d)(2)(iv).

Dated: August 19, 2013.
Bernadette Dunham,
Director, Center for Veterinary Medicine.
[FR Doc. 2013—-20540 Filed 8-22-13; 8:45 am]|
BILLING CODE 4160-01-P

DEPARTMENT OF HEALTH AND
HUMAN SERVICES

Food and Drug Administration

21 CFR Parts 510 and 558
[Docket No. FDA-2013-N-0002]

Withdrawal of Approval of New Animal
Drug Applications; Quali-Tech
Products, Inc.; Bambermycins;
Pyrantel; Tylosin; Virginiamycin

AGENCY: Food and Drug Administration,
HHS.
ACTION: Final rule.

SUMMARY: The Food and Drug
Administration (FDA) is amending the
animal drug regulations to reflect the
withdrawal of approval of four new
animal drug applications (NADAs), held
by Quali-Tech Products, Inc., at the
sponsor’s request because the products
are no longer manufactured or
marketed.

DATES: The rule is effective September
3, 2013.

FOR FURTHER INFORMATION CONTACT:
David Alterman, Center for Veterinary
Medicine (HFV-212), Food and Drug
Administration, 7519 Standish P1.,
Rockville, MD 20855, 240-453-6843,
david.alterman@fda.hhs.gov.

SUPPLEMENTARY INFORMATION: Quali-
Tech Products, Inc., has requested that
FDA withdraw approval of the
following four NADAs because the
products, used to manufacture Type C
medicated feeds, are no longer
manufactured or marketed: NADA 097-
980 for Quali-Tech TYLAN-10 (tylosin
phosphate) Premix, NADA 118-815 for
Q.T. BAN-TECH (pyrantel tartrate),
NADA 132-705 for FLAVOMYCIN
(bambermycins), and NADA 133-335
for STAFAC (virginiamycin) Swine Pak
10.

Elsewhere in this issue of the Federal
Register, FDA gave notice that approval
of NADAs 097-980, 118-815, 132-705,
and 133-335, and all supplements and
amendments thereto, is withdrawn. As
provided in the regulatory text of this
document, the animal drug regulations
are amended to reflect these voluntary
withdrawals of approval.

Following these withdrawals of
approval, Quali-Tech Products, Inc.,
will no longer be the sponsor of an
approved application. Accordingly, 21
CFR 510.600(c) is being amended to
remove the entries for this firm.

This rule does not meet the definition
of “rule” in 5 U.S.C. 804(3)(A) because
it is a rule of “particular applicability.”
Therefore, it is not subject to the
congressional review requirements in 5
U.S.C. 801-808.

List of Subjects

21 CFR Part 510

Administrative practice and
procedure, Animal drugs, Labeling,
Reporting and recordkeeping
requirements.

21 CFR Parts 558

Animal drugs, Animal feeds.

Therefore, under the Federal Food,
Drug, and Cosmetic Act and under
authority delegated to the Commissioner

of Food and Drugs and redelegated to
the Center for Veterinary Medicine, 21
CFR parts 510 and 558 are amended as
follows:

PART 510—NEW ANIMAL DRUGS

m 1. The authority citation for 21 CFR
part 510 continues to read as follows:

Authority: 21 U.S.C. 321, 331, 351, 352,
353, 360b, 371, 379e.

§510.600 [Amended]

m 2.In §510.600, in the table in
paragraph (c)(1), remove the entry for
“Quali-Tech Products, Inc.”; and in the
table in paragraph (c)(2), remove the
entry for “016968”".

PART 558—NEW ANIMAL DRUGS FOR
USE IN ANIMAL FEEDS

m 3. The authority citation for 21 CFR
part 558 continues to read as follows:

Authority: 21 U.S.C. 360b, 371.

m 4.In § 558.95, revise paragraphs (a),
(d)(2), (d)(2), (d)(3), (d)(4)(i), and
(d)(4)(ii) to read as follows:

§558.95 Bambermycins.

(a) Approvals. See sponsors in
§510.600(c) of this chapter for use of
Type A medicated articles as in
paragraph (d) of this section:

(1) No. 016592: 2, 4, and 10 grams per
pound for use as in paragraphs (d)(1),
(d)(2), (d)(3), and (d)(4) of this section.

(2) Nos. 012286 and 017790: 2 grams
for use as in paragraph (d)(2) of this
section and 0.4 and 2 grams per pound
for use as in paragraph (d)(3).

(d) * *x %

(1) Chickens. Use in medicated feed as
follows:

Bambermycins in —_— R
grams/ton Indications for use Limitations Sponsor
()1102 (i, Broiler chickens: For increased rate of weight | Feed continuously as the sole ration ............... 016592.
gain and improved feed efficiency.

(i) [Reserved].

(2) Turkeys. Use in medicated feed as
follows:

Bambermycins in Indications for use Limitations Sponsor

grams/ton

Growing turkeys: For improved feed efficiency

Growing turkeys: For increased rate of weight
gain and improved feed efficiency.

Feed continuously as the sole ration

Feed continuously as the sole ration

012286, 016592,
017790.

012286, 016592,
017790.
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(3) Swine. Use in medicated feed as
follows:
Bambermycins in I L
grams/ton Indications for use Limitations Sponsor
(1) 2 e Growing-finishing swine: For increased rate of | Feed continuously as the sole ration ............... 012286, 016592,
weight gain and improved feed efficiency. 017790.
(iJ2t04 .. Growing-finishing swine: For increased rate of | Feed continuously as the sole ration ............... 012286, 016592,
weight. 017790.
(4) Cattle. Use in medicated feed as
follows:
Bambermycins in I N
grams/ton Indications for use Limitations Sponsor
(i)1t04 e, Cattle fed in confinement for slaughter: For in- | Feed continuously at a rate of 10 to 20 milli- | 016592.
creased rate of weight gain and improved grams per head per day.
feed efficiency.
(i) 2t040 ..oocvvvrnnee. Pasture cattle (slaughter, stocker, and feeder | Feed continuously at a rate of 10 to 40 milli- | 016592.
cattle, and dairy and beef replacement heif- grams per head per day in at least 1 pound
ers): For increased rate of weight gain. and not more than 10 pounds of feed. Daily
bambermycins intakes in excess of 20 mg/
head/day have not been shown to be more
effective than 20 mg/head/day.
* * * * *

§558.485 [Amended]

m 5. In paragraph (b)(3) of § 558.485,
remove ‘“Nos. 016968, and 017790’ and
in its place add “No. 017790"".

§558.625 [Amended]

m 6.In §558.625, remove and reserve
paragraph (b)(14).
§558.635 [Amended]
m 7. In paragraph (a)(2) of § 558.635,
remove ‘046573, 016968, and 017790”
and in its place add 046573 and
017790,

Dated: August 20, 2013.
Bernadette Dunham,
Director, Center for Veterinary Medicine.
[FR Doc. 2013—-20616 Filed 8-22-13; 8:45 am]|
BILLING CODE 4160-01-P

DEPARTMENT OF THE INTERIOR

Office of Natural Resources Revenue

30 CFR Part 1218

[Docket No. ONRR-2013-0001; DS63610300
DR2PS0000.CH7000 134D0102R2]

RIN 1012-AA14

Amendments to ONRR’s Service of
Official Correspondence

AGENCY: Office of the Secretary, Office
of Natural Resources Revenue (ONRR),
Interior.

ACTION: Direct final rule.

SUMMARY: This rule will update the
Service of Official Correspondence
regulations in title 30 of the Code of
Federal Regulations (CFR) to allow
ONRR to serve official correspondence
using any electronic method of delivery
that provides for a receipt of delivery,
or, if there is no receipt, the date of
delivery otherwise documented.

DATES: This rule becomes effective on
October 22, 2013 unless adverse
comment is received by September 23,
2013. If adverse comment is received,
ONRR will publish a timely withdrawal
of the rule in the Federal Register.
ADDRESSES: You may submit comments
on the rulemaking by any of the
following methods. Please use the
Regulation Identifier Number (RIN)
“1012—AA14” as an identifier in your
comment. See also Public Availability of
Comments under Procedural Matters.

¢ Electronically, go to http://
www.regulations.gov. In the entry titled
“Enter Keyword or ID,” enter “ONRR-—
2013-0001" and then click “Search.”
Follow the instructions to submit public
comments. ONRR will post all
comments.

e Mail comments to Armand
Southall, Regulatory Specialist, ONRR,
P.O. Box 25165, MS 61030A, Denver,
CO 80225.

e Hand-carry comments, or use an
overnight courier service, ONRR. Our
courier address is Building 85, Room A—
614, Denver Federal Center, West 6th
Ave. and Kipling St., Denver, Colorado
80225.

FOR FURTHER INFORMATION CONTACT: For
questions on technical issues, contact

Tim Calahan, Supervisor, ONRR,
telephone (303) 231-3036, or email
Timothy.Calahan@onrr.gov . For a paper
copy of this rule, contact Armand
Southall, Regulatory Specialist, ONRR,
telephone (303) 231-3221; or email
Armand.Southall@onrr.gov. The authors
of this direct final rule are Sarah
Inderbitzin and Timothy Calahan.
SUPPLEMENTARY INFORMATION:

I. Background

On August 31, 2006, the Mineral
Management Service (MMS) established
30 CFR part 218, subpart H—Service of
Official Correspondence. 71 FR 51749
(August 31, 2006). On September 30,
2010, by Secretarial Order No. 3306, the
Secretary of the Department of the
Interior transferred the royalty
management functions of the Minerals
Revenue Management, former arm of
MMS, to the Office of Natural Resources
Revenue (ONRR). As part of that
reorganization, ONRR recodified the
former 30 CFR part 218, subpart H, of
chapter II to a new chapter XII in 30
CFR as part 1218, without substantive
change. 75 FR 61051 (Oct. 4, 2010).
Section 1218.540(a) deals specifically
with methods of service of official
correspondence on companies and
reporting entities.

II. Explanation of Amendments

This direct final rule adds a new
paragraph (4) to 30 CFR 1218.540(a)
updating the Service of Official
Correspondence regulations to allow
ONRR to serve official correspondence
using any electronic method of delivery
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that provides for a receipt of delivery,
or, if there is no receipt, the date of
delivery otherwise documented. ONRR
will use electronic methods, such as
“MessageWay,” that assure the
information transmitted is encrypted
and secure. ONRR also will make a
necessary corresponding change to 30
CFR 1218.540(d) regarding constructive
service.

ONRR does not make any substantive
changes in this direct final rule to the
regulations or requirements in 30 CFR
1218.540(a) or (d). It simply updates
procedures for ONRR’s service of
official correspondence and revises
existing ONRR procedures to conform to
those changes. We also merely make any
necessary corresponding technical
corrections. ONRR already has the email
addresses of the employees and agents
designated as points of contact by each
company and reporting entity from
Forms ONRR—4444, so this regulation
can be implemented quickly and with
minimal effort. The greater speed and
ease with which official correspondence
can be sent electronically, coupled with
the reduced cost of postage, means that
this rule will increase efficiency.

This is a direct final rulemaking with
request for comments. We have
provided a 30-day comment period for
this direct final rule. We believe that 30
days is sufficient time for comments
because this rulemaking is
noncontroversial. If we receive no
significant adverse comment during the
30-day comment period, this rule will
go into effect 30 days after the end of the
comment period. However, if ONRR
receives a significant adverse comment,
we will withdraw the rule by publishing
a notice of withdrawal in the Federal
Register within 30 days after the public
comment period closes and will publish
a notice of proposed rulemaking. A
significant adverse comment is a
comment where the commenter
explains why the rule would be
inappropriate, including challenges to
the rule’s underlying premise or
approach or would be ineffective and
unacceptable without a change.

II1. Procedural Matters

Regulatory Planning and Review
(Executive Orders 12866 and 13563)

Executive Order (E.O.) 12866 provides
that the Office of Information and
Regulatory Affairs (OIRA) will review
all significant rules. OIRA has
determined that this rule is not
significant.

Executive Order 13563 reaffirms the
principles of E.O. 12866 while calling
for improvements in the Nation’s
regulatory system to promote

predictability, to reduce uncertainty,
and to use the best, most innovative,
and least burdensome tools for
achieving regulatory ends. E.O. 13563
directs agencies to consider regulatory
approaches that reduce burdens and
maintain flexibility and freedom of
choice for the public where these
approaches are relevant, feasible, and
consistent with regulatory objectives.
E.O. 13563 emphasizes further that
agencies must base regulations on the
best available science and that the
rulemaking process must allow for
public participation and an open
exchange of ideas. We have developed
this rule in a manner consistent with
these requirements.

Regulatory Flexibility Act

DOI certifies that this direct final rule
does not have a significant economic
effect on a substantial number of small
entities under the Regulatory Flexibility
Act (5 U.S.C. 601 et seq.). This direct
final rule will impact large and small
entities but will not have a significant
economic effect on either because this is
a technical rule updating the Service of
Official Correspondence regulations to
allow for service using any electronic
method of delivery that provides for a
receipt of delivery, or, if there is no
receipt, the date of delivery otherwise
documented.

Small Business Regulatory Enforcement
Fairness Act

This direct final rule is not a major
rule under 5 U.S.C. 804(2), the Small
Business Regulatory Enforcement
Fairness Act. This direct final rule:

a. Does not have an annual effect on
the economy of $100 million or more.

b. Will not cause a major increase in
costs or prices for consumers,
individual industries, Federal, State, or
local government agencies, or
geographic regions.

c. Does not have significant adverse
effects on competition, employment,
investment, productivity, innovation, or
the ability of U.S.-based enterprises to
compete with foreign-based enterprises.

This is only a technical rule updating
the Service of Official Correspondence
regulations to allow for service using
any electronic method of delivery that
provides for a receipt of delivery, or, if
there is no receipt, the date of delivery
otherwise documented.

Unfunded Mandates Reform Act

This direct final rule does not impose
an unfunded mandate on State, local, or
tribal governments, or the private sector
of more than $100 million per year. This
direct final rule does not have a
significant or unique effect on State,

local, or tribal governments, or the
private sector. We are not required to
provide a statement containing the
information that the Unfunded
Mandates Reform Act (2 U.S.C. 1531 et
seq.) requires because this is a technical
rule updating the Service of Official
Correspondence regulations to allow for
service using any electronic method of
delivery that provides for a receipt of
delivery, or, if there is no receipt, the
date of delivery otherwise documented.

Takings (E.O. 12630)

Under the criteria in section 2 of
Executive Order 12630, this direct final
rule does not have any significant
takings implications. This direct final
rule applies to Outer Continental Shelf
(OCS), Federal onshore, and Indian
onshore leases. It does not apply to
private property. This direct final rule
does not require a Takings Implication
Assessment.

Federalism (E.O. 13132)

Under the criteria in section 1 of
Executive Order 13132, this direct final
rule does not have sufficient federalism
implications to warrant the preparation
of a Federalism summary impact
statement. This is a technical rule
updating the Service of Official
Correspondence regulations to allow for
service using any electronic method of
delivery that provides for a receipt of
delivery, or, if there is no receipt, the
date of delivery otherwise documented.

Civil Justice Reform (E.O. 12988)

This direct final rule complies with
the requirements of E. O. 12988, for the
reasons outlined in the following
paragraphs.

a. This rule meets the criteria of
section 3(a), which requires that we
review all regulations to eliminate errors
and ambiguity and write them to
minimize litigation.

b. This rule meets the criteria of
section 3(b)(2), which requires that we
write all regulations in clear language
with clear legal standards.

Consultation With Indian Tribes (E.O.
13175 and Department Policy)

DOI strives to strengthen its
government-to-government relationship
with Indian Tribes through a
commitment to consultation with Indian
Tribes and recognition of their right to
self-governance and tribal sovereignty.
Under DOI’s consultation policy and the
criteria in E.O. 13175, we have
evaluated this direct final rule and
determined that it has no substantial
direct effects on federally recognized
Indian tribes. Therefore, we are not



Federal Register/Vol.

78, No. 164 /Friday, August 23, 2013/Rules and Regulations

52433

required to complete a consultation
under DOI’s tribal consultation policy.

Paperwork Reduction Act

This direct final rule does not contain
any information collection
requirements, and does not require a
submission to OIRA under the
Paperwork Reduction Act of 1995 (44
U.S.C. 3501 et seq.).

National Environmental Policy Act

This rule does not constitute a major
Federal action significantly affecting the
quality of the human environment. We
are not required to provide a detailed
statement under the National
Environmental Policy Act of 1969
(NEPA) because this rule qualifies for
categorical exclusion under 43 CFR
46.210(i) and the DOI Departmental
Manual, part 516, section 15.4.D: “(i)
Policies, directives, regulations, and
guidelines: That are of an
administrative, financial, legal,
technical, or procedural nature.” We
have also determined that this rule is
not involved in any of the extraordinary
circumstances listed in 43 CFR 46.215
that would require further analysis
under NEPA. The procedural changes
resulting from these amendments have
no consequences with respect to the
physical environment. This rule will not
alter in any material way natural
resource exploration, production, or
transportation.

Information Quality Act

In accordance with the Information
Quality Act, DOI has issued guidance
regarding the quality of information that
it relies on for regulatory decisions. This
guidance is available on DOI's Web site
at http://www.doi.gov/ocio/information_
management/iq.cfm.

Effects on the Energy Supply (E.O.
13211)

This direct final rule is not a
significant energy action under the
definition in E.O. 13211, and therefore,
does not require a Statement of Energy
Effects.

List of Subjects in 30 CFR Part 1218

Continental shelf, Electronic funds
transfers, Geothermal energy, Indians—
lands, Mineral royalties, Oil and gas
exploration, Public lands—mineral
resources, Reporting and recordkeeping
requirements, Service of official
correspondence.

Dated: August 15, 2013.
Rhea Suh,

Assistant Secretary, Policy, Management and
Budget.

Authority and Issuance

For the reasons discussed in the
preamble, under the authority provided
by the Reorganization Plan No. 3 of
1950 (64 Stat. 1262) and Secretarial
Order No. 3306, ONRR amends part
1218 of title 30 CFR, chapter XII,
subchapter A, as follows:

PART 1218—COLLECTION OF
ROYALTIES, RENTALS, BONUSES,
AND OTHER MONIES DUE THE
FEDERAL GOVERNMENT

m 1. The authority citation for part 1218
continues to read as follows:

Authority: 5 U.S.C. 301 et seq., 25 U.S.C.
396 et seq., 396a et seq., 2101 et seq.; 30
U.S.C. 181 et seq., 351 et seq., 1001 et seq.,
1701 et seq.; 31 U.S.C. 3335; 43 U.S.C. 1301
et seq., 1331 et seq., and 1801 et seq.

m 2. Amend § 1218.540 to revise
paragraphs (a) and (d) to read as follows:

§1218.540 How does ONRR serve official
correspondence?
* * * * *

(a) Method of service. ONRR will
serve all official correspondence to the
addressee of record by one of the
following methods:

(1) U.S. Postal Service mail;

(2) Personal delivery made pursuant
to the law of the State in which the
service is effected;

(3) Private mailing service (e.g.,
United Parcel Service, or Federal
Express), with signature and date upon
delivery, acknowledging the addressee
of record’s receipt of the official
correspondence document; or

(4) Any electronic method of delivery
that keeps information secure and
provides for a receipt of delivery or, if
there is no receipt, the date of delivery
otherwise documented.

* * * * *

(d) Constructive service. If we cannot
make delivery to the addressee of record
after making a reasonable effort, we
deem official correspondence as
constructively served 7 days after the
date that we mail or electronically
transmit the document. This provision
covers situations such as those where no
delivery occurs because:

(1) The addressee of record has moved
without filing a forwarding address or
updating its Form ONRR-4444 as
required under paragraph (b) of this
section;

(2) The forwarding order has expired;

(3) The addressee of record has
changed its email address without

updating its Form ONRR—4444 as
required under paragraph (b) of this
section;

(4) Delivery was expressly refused; or

(5) The document was unclaimed and
the attempt to deliver is substantiated
by either:

(i) The U.S. Postal Service;

(ii) A private mailing service, as
described in this section;

(iii) The person who attempted to
make delivery using some other method
of service; or

(iv) A receipt or other documentation
that ONRR attempted electronic service.
[FR Doc. 2013-20634 Filed 8-22—13; 8:45 am]
BILLING CODE 4310-T2-P

FEDERAL COMMUNICATIONS
COMMISSION

47 CFR Part 1

[MD Docket No. 13—140; MD Docket No. 12—
201; MD Docket No. 08-65; FCC 13—-110]

Assessment and Collection of
Regulatory Fees for Fiscal Year 2013

AGENCY: Federal Communications
Commission.

ACTION: Final rule.

SUMMARY: In this document the
Commission revises its Schedule of
Regulatory Fees to recover an amount of
$339,844,000 that Congress has required
the Commission to collect for fiscal year
2013. Section 9 of the Communications
Act of 1934, as amended, provides for
the annual assessment and collection of
regulatory fees under sections 9(b)(2)
and 9(b)(3), respectively, for annual
“Mandatory Adjustments” and
“Permitted Amendments” to the
Schedule of Regulatory Fees.

DATES: Effective August 23, 2013.
Payment of regulatory fees is due
September 20, 2013.

FOR FURTHER INFORMATION CONTACT:
Roland Helvajian, Office of Managing
Director at (202) 418—0444.
SUPPLEMENTARY INFORMATION: This is a
summary of the Commission’s Report
and Order (R&O), FCC 13-140, MD
Docket No. 12-201; MD Docket No. 08—
65; FCC 13-110, adopted on August 8,
2013 and released on August 12, 2013.

I. Procedural Matters

A. Final Paperwork Reduction Act of
1995 Analysis

1. This Report and Order does not
contain any new or modified
information collection requirements
subject to the Paperwork Reduction Act
of 1995 (PRA), Public Law 104-13. In
addition, therefore, it does not contain


http://www.doi.gov/ocio/information_management/iq.cfm
http://www.doi.gov/ocio/information_management/iq.cfm

52434

Federal Register/Vol. 78, No. 164/Friday, August 23, 2013/Rules and Regulations

any new or modified information
collection burden for small business
concerns with fewer than 25 employees,
pursuant to the Small Business
Paperwork Relief Act of 2002, Public
Law 107-198, see 44 U.S.C. 3506(c)(4).

B. Congressional Review Act Analysis

2. The Commission will send a copy
of this Report and Order to Congress
and the Government Accountability
Office pursuant to the Congressional
Review Act, see 5 U.S.C 801(a)(1)(A).2

C. Final Regulatory Flexibility Analysis

As required by the Regulatory
Flexibility Act of 1980 (“RFA”’),2 the
Commission has prepared a Final
Regulatory Flexibility Analysis
(“FRFA”) relating to this Report and
Order. The FRFA is set forth in the
section entitled Final Regulatory
Flexibility Analysis.

I1. Introduction

3. This Report and Order concludes
the rulemaking proceeding initiated to
collect $339,844,000 in regulatory fees
for Fiscal Year (FY) 2013, pursuant to

TABLE 1—LIST OF COMMENTERS

section 9 of the Communications Act of
1934, as amended (the Act or
Communications Act) 3 and the FY 2013
Further Continuing Appropriations
Act.* These regulatory fees are due in
September 2013.

4. In addition to proposing the FY
2013 regulatory fees, the FY 2013
NPRMS5 (78 FR 34612, June 10, 2013)
requested comment (see Table 1 below)
on a number of proposals to revise the
regulatory fee program to more
accurately reflect the regulatory
activities of current Commission full
time employees (FTEs).6

Commenter Abbreviation
Initial Comments
AMENICAN Cable ASSOCIALION .......eeiiiiieiiiieeeeee e et et e e e e e et e e e st e e e seeeeasneeeeasseeeaasseeeeseeaesnseeeaseeeeanseeeeanseeeannseeeaneeenan ACA.
ATRT SEIVICES, INC. oottt et e et e e e ettt e e e ett e e e eaeeeeeateeeeabaeeeeseeaeasseseaassseeansaeeeasbesessseeesnsseesanseeesasseeessanas AT&T.
Competitive Carriers ASSOCIAHION .........ciiiiiiiiiii ittt sttt et h e et e esaeeeabeaaaeeenbeesaeeeabeesabeebeesnseenbeesnteaseean CCA.
Critical Messaging Association .. CMA.
DIRECTV, LLC . ettt ettt et e ettt e e s te e she e e ate e bee e s beeeseeeaseeeabe e seeeabeeeaeeeabe e s seenbeeaneeenseesnbeaseesnbeesneesnseenns DIRECTV.
CTIA—The WireleSs ASSOCIAHON® .......cciuiiiiiiiiiieitie ittt et e st et e e te e e bt e saee e bt e sabeabeeaabeesaeeaabeesaseebeesnseenbeesnteaseean CTIA.
EchoStar Satellite Operating Company and Hughes Network Systems, LLC and DISH Network LLC . EchoStar and DISH.
Fireweed Communications LLC and Jeremy LanSman .........ccccooieieiinieniiieneseeesieere e Fireweed.
International Carrier Coalition . ICC.
Intelsat License LLC ..........cccueennee. Intelsat.
Independent Telephone & Telecommunications Allian ITTA.
Minority Media and Telecommunications Council ............... MMTC.
National Association of Broadcasters ................... NAB.
North American Submarine Cable Association ................... NASCA
SES Americom, Inc., Inmarsat, Inc., and Telesat Canada ...........ccoceeieeriieiiiiieeee et SES.
Satellite INAUSTIY ASSOCIATION .......oiitiiiiiiitie ittt ettt ettt et b e e a et e bt e sa bt et e e eab e e saeeeabeesabeebeesaaeeabeesateeseean SIA.
Sarkes Tarzian, Inc. and SKy TelEVISION, LLC .......coiuiiiiiiiieiii ettt ettt b e sttt sb e e nbeeseeesneesnteesneean Sarkes Tarzian and Sky
Television.
QLI LS L =T = o - SR Telesat.
Telstra Incorporated and Australia-Japan Cable (Guam) Limited .. . | Telstra.
United States TeleCOM ASSOCIATION .........oiiiiiiiiiiieie ettt ettt e st e bt e s bt e e bt e nateebeesaneenneesaneenas USTA.
LIV U T TR =V [OOSR PPRPNS Martin D. Wade.
Reply Comments
AMETCAN Cable ASSOCIAHION .....co.uiiiiiiiie ittt et et e e bt e sate e beeeabeesbeeembeeeaeeeabeaaseeenbeesmeeeseeanbeeaseeanns ACA.
Arkansas Broadcasters Association and Christian Broadcasting System, LTD .. ABA.
Clearwire Corporation ... Clearwire.
CTIA—The Wireless Association CTIA.
DIRECTV, LLC oottt et ettt e s ae e et esat e e te e s as e e st e saseeseeeabeeaseeenseesaeesaseeasseenseenseeannes DIRECTV.
EchoStar Satellite Operating Company and Hughes Network Systems, LLC and DISH Network LLC ............ccce...... EchoStar and DISH.
[ LYoo L= T o 1= 1 VoS P PP Google.
International Carrier Coalition . ICC.
P. RANAAII KNOWIES ... ..ttt ettt e e et e e s e e e st e e e s et e e sas e e e e aane e e e amne e e e ne e e e ennneesanneeeeanneeeannee Knowles.

1See 5 U.S.C. 801(a)(1)(A). The Congressional
Review Act is contained in Title II, 251, of the
CWAAA; see Public Law 104121, Title II, 251, 110
Stat. 868.

2 See 5 U.S.C. 603. The RFA, see 5 U.S.C. 601—
612, has been amended by the Small Business
Regulatory Enforcement Fairness Act of 1996

(“SBREFA”), Public Law 104-121, Title II, 110 Stat.

847 (1996). The SBREFA was enacted as Title II of
the Contract With America Advancement Act of
1996 (“CWAAA”).

3 Procedures for Assessment and Collection of
Regulatory Fees; Assessment and Collection of
Regulatory Fees for Fiscal Year 2013, Notice of
Proposed Rulemaking and Further Notice of
Proposed Rulemaking in MD Docket Nos. 12-201,
13-140, and 08-05, 28 FCC Rcd 7790 (2013) (FY
2013 NPRM). Section 9 regulatory fees are
mandated by Congress and collected to recover the

regulatory costs associated with the Commission’s
enforcement, policy and rulemaking, user
information, and international activities. 47 U.S.C.
159(a).

4In FY 2013, the Consolidated and Further
Continuing Appropriations Act, Public Law 113-6
(2013) at Division F authorizes the Commission to
collect offsetting regulatory fees at the level
provided to the Commission’s FY 2012
appropriation of $339,844,000. See Financial
Services and General Government Appropriations
Act, 2012, Division C of Public Law 112-74, 125
Stat. 108—9 (2011). The sequester effectuated by the
Budget Control Act of 2011, Public Law 112-15,
101, 125 Stat. 241 (2011) reduced the Commission’s
budget for salary and expenses to $322,747,807. See
Budget Control Act of 2011, Public Law 112-15,
101, 125 Stat. 241 (2011) (amending 251 of the
Balanced Budget and Emergency Deficit Control Act
of 1985, Public Law 99-177, 99 Stat. 1037 (2005).

However, the Budget Control Act does not alter the
congressional directive set out in the Further
Continuing Appropriations Act to collect
$339,844,000 in regulatory fees for FY 2013.

5Table 1 contains a list of commenters and their
abbreviated names. We have used the same
abbreviations in referring to those commenters
where we discuss previous comments filed by the
same parties. Where previous comments are cited
we have added the date of the filing to clarify that
the comment was filed to an earlier notice of
proposed rulemaking.

60ne FTE, a “Full Time Equivalent” or “Full
Time Employee,” is a unit of measure equal to the
work performed annually by a full time person
(working a 40 hour workweek for a full year)
assigned to the particular job, and subject to agency
personnel staffing limitations established by the
U.S. Office of Management and Budget.



Federal Register/Vol. 78, No. 164/Friday, August 23, 2013/Rules and Regulations 52435
TABLE 1—LIST OF COMMENTERS—Continued
Commenter Abbreviation

(2 TCY gL oL A ] o] o SRSt Kobb.

National Cable & Telecommunications Association NCTA.

Satellite Industry AssOCIation ...........cccceoeeviniiiinicieieee SIA.

SES Americom, Inc., Inmarsat, Inc., and Telesat Canada . SES.

VEriZON @NA VEMHZON WIIEIESS ....ooeiiieiitieiee ettt e e e ettt e e e e e e et e e e eeeeeaeasaaeeeeessassssaeeaeeeasssbaseeeeeseassraeneeeaeans Verizon.

5. In this Report and Order we look
to current data to determine the number
of FTEs working on regulation and
oversight of Interstate
Telecommunications Service Providers
(ITSPs) 7 and other fee categories and
revise the calculation of direct FTEs in
the International Bureau. We also adopt
a 7.5 percent limit to any increase in
regulatory fee assessments to industry
segments resulting from such
reallocation of FTEs based on current
data.2 We will require Digital Low
Power, Class A, and TV Translators/
Boosters licensees simulcasting in both
an analog or digital mode to pay only a
single regulatory fee for the analog
facility and its corresponding digital
component. We conclude that these
measures, which will take effect in FY
2013, will better align regulatory fees
with regulatory work performed without
imposing undue economic hardship on
certain regulatees.

6. This Report and Order also adopts
several changes that will take effect in
FY 2014. Among these, UHF and VHF
television stations will be consolidated
into one regulatory fee category. We will
assess regulatory fees on Internet
Protocol TV (IPTV) licensees and we
will create a new fee category that will
include both cable television and IPTV.
Beginning in FY 2014, we will also
require that all regulatory fee payments
be made electronically and we will no
longer mail out initial regulatory fee
assessments to CMRS licensees. Finally,
beginning in FY 2014, unpaid regulatory
fees will be transferred for collection to
the U.S. Department of the Treasury at
the end of the payment period rather
than 180 days thereafter.

7. The FTE reallocations and the cap
on fee increases we adopt today are
interim measures that constitute the first
step in comprehensively examining and
reforming our regulatory fee program so
that the fees paid by all licensees will
more accurately reflect the current cost
of regulating them. Various other issues
relevant to revising our regulatory fee

7ITSPs are interexchange carriers (IXCs),
incumbent local exchange carriers (LECs), toll
resellers, and other IXC service providers regulated
by the Wireline Competition Bureau.

8 The updated FTE data are current as of Sept. 30,
2012.

program were also raised in either the
FY 2013 NPRM or in comments
submitted in response to it. Because we
require further information to best
determine what action to take on these
complex issues, we will consolidate
them for consideration in a Second
Further Notice of Proposed Rulemaking
that we will issue shortly. We recognize
that these are complex issues and that
resolving them will be difficult.
Nevertheless, we intend to conclusively
readjust regulatory fees within three
years.

III. Background

8. Each year the Commission derives
the fees that Congress requires it to
collect by determining the full-time
equivalent number of employees
performing the regulatory activities
specified in section 9(a), “‘adjusted to
take into account factors that are
reasonably related to the benefits
provided to the payer of the fee by the
Commission’s activities. . . .”’9
Regulatory fees must also cover the
costs the Commission incurs in
regulating entities that are statutorily
exempt from paying regulatory fees,1°
entities whose regulatory fees are
waived,!? and entities that provide
nonregulated services.12 To calculate
regulatory fees, the Commission
allocates the total amount to be
collected among the various regulatory
fee categories. This allocation is based
on the number of FTEs assigned to work
in each regulatory fee category. FTEs are
categorized as “direct” if they are
performing regulatory activities in one
of the “core” bureaus, i.e., the Wireless

947 U.S.C. 159(b)(1)(A). When section 9 was
adopted, the total FTEs were to be calculated based
on the number of FTEs in the Private Radio Bureau,
Mass Media Bureau, and Common Carrier Bureau.
(The names of these bureaus were subsequently
changed.) Satellites and submarine cable were
regulated through the Common Carrier Bureau
before the International Bureau was created.

10 Assessment and Collection of Regulatory Fees
for Fiscal Year 2004, Report and Order, 19 FCC Red
11662, 11666, para. 11 (2004) (FY 2004 Report and
Order). For example, governmental and nonprofit
entities are exempt from regulatory fees under
section 9(h) of the Act. 47 U.S.C. 159(h); 47 CFR
1.1162.

1147 CFR 1.1166.

12 F.g., broadband services, non-U.S.-licensed
space stations.

Telecommunications, Media, Wireline
Competition, and International Bureaus.
All other FTEs are considered
“indirect.” 13 The total FTEs for each fee
category is determined by counting the
number of direct FTEs regulating
licensees in that fee category, plus a
proportional allocation of indirect FTEs.
Finally, each regulatee within a fee
category pays its proportionate share
based on an objective measure, e.g.,
revenues, subscribers, or licenses.14

9. We began our regulatory fee reform
analysis in the FY 2008 Further Notice
of Proposed Rulemaking.'® In that
proceeding, we discussed the need to
revise and improve our regulatory fee
process to better reflect industry,
regulatory, and Commission
organizational changes.1® We sought
comment on several issues, e.g.,
reviewing FTE allocations,'? adding
wireless providers to the ITSP
category,!8 adding a category for IPTV,19

13 The indirect FTEs are the employees from the
following bureaus and offices: Enforcement Bureau,
Consumer and Governmental Affairs Bureau, Public
Safety and Homeland Security Bureau, Chairman
and Commissioners’ offices, Office of Managing
Director, Office of General Counsel, Office of the
Inspector General, Office of Communications
Business Opportunities, Office of Engineering and
Technology, Office of Legislative Affairs, Office of
Strategic Planning and Policy Analysis, Office of
Workplace Diversity, Office of Media Relations, and
Office of Administrative Law Judges, totaling 967
FTEs.

14 For a fuller description of this process, see
Assessment and Collection of Regulatory Fees,
Notice of Proposed Rulemaking, 27 FCC Rcd 8458,
8461-62, paras. 8—11 (2012) (FY 2012 NPRM). The
current numbers of direct FTEs are as follows:
International Bureau, 119; Media Bureau, 171;
Wireline Competition Bureau, 160; and Wireless
Telecommunications Bureau, 98. FTEs involved in
section 309 auctions, 194 FTEs, are not included in
this analysis because auctions activities are funded
separately.

15 See Assessment and Collection of Regulatory
Fees for Fiscal Year 2008, Report and Order and
Further Notice of Proposed Rulemaking, 24 FCC
Rcd 6388 (2008) (FY 2008 FNPRM).

16 FY 2008 FNPRM, 24 FCC Rcd at 6402, para. 30.

17 FY 2008 FNPRM, 24 FCC Rcd at 6405, para. 41.
USTA proposed updating the FTE calculations.
USTA Comments (9/25/08) at 2—4. ITTA advocated
an annual update of FTE data. ITTA Comments (9/
25/08) at 7-9.

18 FY 2008 FNPRM, 24 FCC Rcd at 6404, para. 40.
ITTA advocated combining the wireless and ITSP
categories. ITTA Comments (9/25/08) at 7-9.

19 FY 2008 FNPRM, 24 FCC Rcd at 6406—07,
paras. 48—49.
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and adopting a per-subscriber fee for
direct broadcast satellite (DBS).20
Lacking a sufficient record, we did not
take any further action on general
industry-wide regulatory fee reform at
that time; although we took a significant
step in regulatory fee reform in the
subsequent Submarine Cable Order
wherein we adopted a new submarine
cable bearer circuit methodology for
assessing regulatory fees on a cable
landing license basis.21

10.In 2012, a report on the
Commission’s regulatory fee program
issued by the Government
Accountability Office provided support
for a fundamental reevaluation of how
to align regulatory fees more closely
with regulatory costs.22 In the FY 2012
NPRM,23 we acknowledged that the FTE
allocations were outdated; that revising
the allocations based on FTEs, without
other adjustments, would drastically
increase the regulatory fees for
International Bureau regulatees; and we
suggested that not all International
Bureau FTEs should be considered
direct FTEs. Comments filed to the FY’
2012 NPRM were similar to those filed
by those commenters in this
proceeding.24

20 F'Y 2008 FNPRM, 24 FCC Rcd at 6407, para. 50.
NCTA recommended adopting a per-subscriber
based regulatory fee for all multichannel video
programming distributors (MVPDs). NCTA
Comments (9/25/08) at 2—4.

21 This methodology allocates international bearer
circuit costs among service providers without
distinguishing between common carriers and non-
common carriers, by assessing a flat per cable
landing license fee for all submarine cable systems,
with higher fees for larger submarine cable systems
and lower fees for smaller systems. Assessment and
Collection of Regulatory Fees for Fiscal Year 2008,
Second Report and Order, 24 FCC Rcd 4208, 4213,
para. 11 (2009) (Submarine Cable Order).

22 See GAO, Federal Communications
Commission, “Regulatory Fee Process Needs to be
Updated,” Aug. 2012, GAO-12-686 (GAO Report).

23 FY 2012 NPRM, 27 FCC Rcd 8458.

24For example, some commenters argued, in both
proceedings, that the Commission should update its
FTEs in each core bureau (AT&T Comments (9/17/
12) at 3—4, CTIA Reply Comments (10/23/12) at 2—
4, Frontier Communications Reply Comments (10/
23/12) at 2—-6, NCTA Reply Comments (10/23/12) at
3-6, USTA Comments (9/17/12) at 2—7, Verizon
Comments (9/17/12) at 2—4, ITTA Ex Parte (2/11/
13) at 1-2); that DBS providers should pay
regulatory fees to cover Media Bureau activities
(ACA Reply Comments (10/23/12) at 4—12); that
DBS providers should not pay regulatory fees to
cover Media Bureau activities (DIRECTV Ex Parte
(11/9/12) at 1-18); and that satellite and submarine
cable operators should not be required to pay
regulatory fees based on the total number of FTEs
in the International Bureau but that the fees should
instead be lower (America Movil Comments (9/17/
12) at 2-6, Globalstar Reply Comments (10/17/12)
at 1-2, Global VSAT Forum Reply Comments (10/
23/12) at 4-7, Hughes Network Systems Ex Parte (8/
1/12) at 1, Intelsat Reply Comments (10/23/12) at
2-10, (ICC Comments (9/17/12) at 5-17, NASCA
Comments (9/17/12) at 4-30, SES Ex Parte (3/8/13)
at 1-2, SIA Comments (9/17/12) at 12—15, Sirius
XM Radio Inc. Reply Comments (10/23/12) at 2—5,

11. In the FY 2013 NPRM, we
tentatively concluded that our
methodology of assigning direct and
indirect FTEs should be revised to use
current FTE data and that we should
reexamine how the direct and indirect
costs of our current regulatory activities
are allocated among various categories
of Commission licensees.25 Because any
change in the allocation of the
regulatory fee amount for one category
of fee payors necessarily affects the fees
paid by payors in all other fee
categories, we also proposed that such
revisions should take into account the
impact on all regulatees. We proposed
that the International Bureau should no
longer be entirely classified as a “core
bureau.” 26 We sought comment on
specific proposals to revise the
allocation of direct and indirect FTEs as
well as on more general policy and
procedural proposals to assure that
regulatory fees are equitable,
administrable, and sustainable.2”

IV. Discussion

A. Using Current FTE Data

12. As discussed in the FY 2013
NPRM, the current allocations of direct
and indirect FTEs are taken from FTE
data compiled in FY 1998 and may no
longer accurately reflect the time that
Commission employees devote to these
activities.28 For example, using 1998
FTE data results in ITSPs paying 47
percent of the total annual regulatory fee
collection, while the Wireline
Competition Bureau employs 29.2
percent of the Commission’s direct
FTEs. To address this anomaly, in the
FY 2013 NPRM we proposed to use
current FY 2012 FTE data.29 Several
commenters, e.g., ITTA, AT&T, CTIA,
and USTA, generally supported this
proposal.3? NAB and other commenters
suggest that we defer using this data
until we complete an examination of the
effects of implementing it.3* We find

Telstra Comments (9/17/12) at 3). To the extent that
the FY 2012 and FY 2013 NPRMs raised the same
issues for comment, we have considered herein the
comments filed in response to both NPRMs.

25 FY 2013 NPRM, 28 FCC Rcd at 7797, para. 16.

26 FY 2013 NPRM, 28 FCC Rcd at 7799, para. 19.

27 FY 2013 NPRM, 28 FCC Rcd at 7798-7807,
paras. 17-40.

28 'Y 2013 NPRM, 28 FCC Rcd at 7794-95, para.
9.

29 FY 2013 NPRM, 28 FCC Rcd at 7798, para. 17.

30 See, e.g., ITTA Comments at 3—7; CTIA
Comments at 10; USTA Comments at 2—4; AT&T
Comments at 1-2.

31NAB Comments at 6 (requesting that “the
Commission temporarily defer the implementation
of the proposals set forth in the Notice to allow time
for additional analysis.”). See also ACA Comments
at 12 (“it would be prudent and fair for the
Commission to do what it can to maintain the
regulatory fee status quo until decisions are made
on implementing the pending reforms affecting the

that it is consistent with section 9 of the
Act to better align, to the extent feasible,
regulatory fees with the current costs of
Commission oversight and regulation
and that the critical issue, noted by NAB
and other commenters, is how to
equitably resolve the issues of fairness
and administrability the use of the new
data will bring about.

13. We next consider an allocation
methodology for direct and indirect
FTEs to better align regulatory fees with
the level of current regulation and we
make the allocation more transparent.32
Using FY 2012 FTE data,33 without
other significant changes in our
methodology, would reduce the
percentage of regulatory fees allocated
to Wireline Competition Bureau
regulatees from 47 percent to 29.2
percent and increase the percentage of
fees allocated to International Bureau
regulatees from 6.3 percent to 22
percent.34 Therefore, substituting
current FTE data for FY 1998 FTE data,
without other adjustments, would
subject international service providers
to significant fee increases.35

14. We find no persuasive argument
for perpetuating the use of 14 year-old
FTE data as the basis for regulatory fees
in FY 2013, and we therefore adopt our
proposal to use current FY 2012 FTE
data to calculate FY 2013 regulatory
fees. Instead, the critical issue, noted by
NAB and other commenters, is whether
and to what extent we should adjust the
new fees that result from using the
current FTE data to assure that our goals
of fairness, sustainability, and
administrability are met.

B. Adjustments to Revised Fees

15. Reallocation of International
Bureau FTEs. It is not surprising that
changes in the scope and focus of
Commission regulation since FY 1998
produce substantial shifts in the
allocation of regulatory fees when
current FTE data is used. In the FY 2013
NPRM we analyzed these in detail.3¢
The largest shifts would occur in the
fees paid by International Bureau and
Wireline Competition Bureau licensees:
Fees paid by the former would triple,
and fees paid by the latter would

fees paid by cable operators.”); ABA Reply
Comments at 3 (urging the Commission to maintain
the current allocations for FY 2013).

32 The GAO noted the lack of transparency of the
regulatory fee process and was particularly
concerned with the regulatory fee allocations for the
International Bureau and the Wireline Competition
Bureau. See GAO Report at p. 23.

33The FTEs used herein are determined as of
Sept. 30, 2012.

34 FY 2012 NPRM, 27 FCC Rcd at 8467, para. 25.

35]d.

36 F'Y 2013 NPRM, 28 FCC Rcd at 7795-98, paras.
11-17.
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decrease by about 40 percent. The fees
paid by wireless and media service
licensees would also change, but to a
lesser extent.37

16. The first issue we face is how the
Commission should address these
fluctuations in setting regulatory fees for
FY 2013. One way would be to take a
fresh look at how direct and indirect
FTEs are allocated to determine whether
these allocations accurately reflect the
regulatory activities performed by FTEs
in the core bureaus. As we have
previously noted, this analysis is
complicated by the convergence of
digitally-based services, which can have
the practical effect of causing the work
of FTEs in one bureau to tangentially
benefit licensees in another bureau. In
one singular case, however, the work of
a bureau’s FTEs primarily benefits
licensees regulated by other bureaus. As
we discussed at length in the FY 2012
and FY 2013 NPRMs, the International
Bureau is exceptional compared to the
other licensing bureaus in that the work
of many of its FTEs predominantly
benefits other bureaus’ licensees rather
than its own.38 We incorporate that
analysis by reference herein. Based on
the facts and analysis we presented, we
adopt our proposal, with one slight
modification. Specifically, as proposed
in the FY 2013 NPRM, we reallocate the
FTEs in the International Bureau’s
Strategic Analysis and Negotiation
Division (SAND), as well as all but 27
direct FTEs in the Policy and Satellite
Divisions as indirect FTEs. In addition,
we allocate one FTE from the Office of
the Bureau Chief as direct.?9 As
commenters suggest, we find that, based
on further examination of the work done
in the Office of the Bureau Chief, it is
not appropriate to treat the entire office
as indirect.#® We therefore now find a
more appropriate number representing
the direct FTEs actually engaged in the
regulation and oversight of International
Bureau licensees is 28.41

17. Not all commenters agreed with
these proposals, although commenters
did agree that we should not assign all

37 FY 2012 NPRM, 27 FCC Rcd 8458, 8467, para.
25.

38 F'Y 2012 NPRM, supra at paras. 26—27; FY
2013 NPRM, 28 FCC Rcd at 7799-7803, paras. 19—
28.

39 Most commenters agree with our proposal. See,
e.g., ICC Comments at 2—-3 & Reply Comments at 3—
4 (supports FY 2013 NPRM proposal for
International Bureau); Intelsat Comments at 2—3
(same); AT&T Comments at 2 (same); Telstra
Comments at 2 (same); SES Comments at 2 (same);
SIA Comments at 4-9 & Reply Comments at 2—-5
(same); EchoStar and DISH Comments at 6 & Reply
Comments at 2—4 (same); NASCA Comments at 3—
8 (same).

40 See CTIA Comments at 10-11.

41For this reason, the International Bureau would
remain a core bureau, in part.

of the International Bureau FTEs as
direct FTEs. USTA suggests that we
follow the proposal in the FY 2012
NPRM and remove only one division,
SAND, from the “core” International
Bureau.42 Several commenters agree
that many of the FTEs in the
International Bureau should not be
considered direct, but observe that
similar situations occur in other bureaus
and urge us to take a closer look at all
bureaus.43

18. NAB and ABA recommend that
we should not limit our analysis to the
International Bureau, but should
consider all such cross-cutting work
throughout the Commission before
revising our FTE reallocations.44
Commenters have provided specific
suggestions for other reallocations, e.g.,
assigning Enforcement Bureau and
Consumer & Governmental Affairs FTEs
as direct costs to the Wireline
Competition Bureau, Wireless
Telecommunications Bureau, and Media
Bureau 45; assigning some Media Bureau
FTEs to the Wireless
Telecommunications Bureau 46;
reallocating regulatory fees among
International Bureau regulatees in order
to lower the submarine cable system
fee 47; as well as assessing Media Bureau
costs to DBS providers.48

19. We recognize that there is
substantial convergence in the industry

42USTA Comments at 6-7.

43 See, e.g., ITTA Comments at 5—-6 (Wireline
Competition Bureau’s work on Universal Service
Fund issues benefits regulatees in the wireless,
cable, and satellite industries); CCA Comments at
6 (the Commission “should review the functions
and activities of all Bureaus rather than just the
International Bureau.”’); Comments of EchoStar and
DISH at 7 & Reply Comments at 4 (Commission
should “apply the same type of enhanced scrutiny
... to bureaus and offices currently categorized as
consisting of ‘indirect’ FTEs’ ).

44NAB Comments at 4—5 (‘“The Commission
should either undertake a complete accounting or
the actual functions of FTEs in the core bureaus,
and allocate regulatory fees accordingly, or consider
retaining the existing process of allocating fees
based on the percentages of FTEs in the core
bureaus.”); ABA Reply Comments at 2—3.

45 SIA Comments at 10-11 & Reply Comments at
5-6.

46 NAB Comments at 4 (some Media Bureau FTEs
work on spectrum and wireless-related issues).

47NASCA Comments at 8—9; Telstra Comments at
2-3; ICC Reply Comments at 2.

48 We sought comment on this issue and intend
to address it in a subsequent proceeding. See FY
2013 NPRM, 28 FCC Rcd at 6407, para. 50. See, e.g.,
AT&T Comments at 4-5 (recommending a single
MVPD fee category that would include all MVPDs);
ACA Comments at 13—18 (same) & Reply Comments
at 1-6 (“‘this much-needed regulatory reform will
ensure regulatory parity between cable operators
and DBS providers”); NCTA Reply Comments at 2—
5 (“All MVPDs are subject to some level of
regulation administered by the Media Bureau and
they all benefit from the Bureau’s regulation of
other entities.”); DIRECTV Comments at 1-20
(opposing including DBS in such a category);
EchoStar and DISH Comments at 18—20 & Reply
Comments at 4—6 (same).

and organizational change in the
Commission that may support
additional FTE reallocations after
further analysis. The high percentage of
indirect FTEs is indicative of the fact
that many Commission activities and
costs are not limited to a particular fee
category and instead benefit the
Commission as a whole. Even without
the changes we adopt today, the number
of non-core bureau FTEs are almost
double the number of core bureau (non-
auction) FTEs, demonstrating that our
common costs far outweigh costs
assigned to a particular core bureau.

20. CTIA contends that “selective
reallocation”” would be “arbitrary and
capricious” 42 upending the regulatory
fee structure in contravention of section
9 of the Act.5° CTIA further maintains
that the Commission’s proposal reflects
a system of cost allocation that does not
depend on the cost of Commission
regulation but rather on a “fair share”
rationale that is incompatible with the
Act.51 This would cause “a tremendous
amount of complexity and uncertainty”
and, if applied broadly, would
“threaten| | the administrability of the
regulatory fee program.” 52 We disagree
with these arguments. Section 9(a) and
(b)(1)(A) in relevant part directs the
Commission to establish regulatory fees
based on the number of FTEs engaged
in regulatory activities within the
named bureaus “and other offices of the
Commission.” Thus, the plain wording
of the statute requires the Commission
to calculate fees based on what FTEs are
doing, not on where they are located.
Nowhere does the statute explicitly or
implicitly limit the Commission’s
ability to reassign FTEs, and the costs
they represent, among the various
bureaus. Furthermore, because the
“benefits provided” to fee payors by
International Bureau FTEs inure mainly
to licensees in other bureaus, the

49 CTIA Comments at 12 (“It would be arbitrary
and capricious for the Commission to implement
any reallocation of FTEs in the WCB without
providing parties sufficient time and information to
adequately consider the proposal.”)

50 CTIA Comments at 7. CTIA states that ““the
Commission’s proposal to subject wireless
regulatees to the ITSP regulatory fee category does
not satisfy the necessary conditions set forth in
Section 9.” Id.

51CTIA Comments at 3. CTIA contends that the
wireless industry’s overall contribution to the
Commission’s budget includes spectrum auction
proceeds. Id.

52CTIA’s concern is that the FY 2013 NPRM does
not “provide a governing standard and, if applied
broadly, would upend the regulatory fee structure.”
CTIA Comments at 11. The only specific example
given by CTIA to support this argument is that the
FY 2013 NPRM ““fails to explain why all FTEs in
the IB front office would be treated to a different
standard than front office personnel in other core
bureaus, none of whom are considered indirect
FTEs.” Id.
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reallocation of these FTEs to the other
bureaus is consistent with section
9(b)(1)(A) and is not arbitrary and
capricious. Limiting reassignments to
the FTEs in SAND as USTA proposes
would also not be appropriate because
further analysis has shown that the
work of some FTEs in the International
Bureau’s Policy and Satellite Divisions
also predominantly benefits the
licensees of other bureaus.

21. Nor can we agree with NAB that
we must toll all FTE reassignments until
we have reexamined the allocation of
FTEs throughout the Commission. As
EchoStar and DISH observe, the fact that
we have not yet examined all bureaus
on a division or branch level should not
prevent us from adopting our
proposal.53 As we have noted, the extent
to which the International Bureau’s
FTEs are engaged in activities that
primarily benefit licensees regulated by
other bureaus is sui generis, and no
commenter in this proceeding has
submitted any facts that contradict this
finding. Moreover, our analysis shows
that the digitally-driven convergence of
formerly separate services will make a
similar examination of possible FTE
reallocations among the other licensing
bureaus a much more difficult and
lengthy task. It would be inconsistent
with section 9 to delay reallocating the
International Bureau FTEs, where the
reallocation is clearly warranted, while
we engage in painstaking examinations
of less clear and more factually complex
situations in the other bureaus. Finally,
because the International Bureau’s
situation is exceptional, we do not
perceive how, as CTIA would argue,
that the proposed reallocation can
constitute a “slippery slope.” 3¢ For
these reasons we conclude it is
reasonable and consistent with section 9
of the Act to readjust the assignment of
FTEs in the bureau where the record
demonstrates the clearest case for
reassignment.

22. At the same time, however, we
recognize that a reexamination of how
FTEs are allocated throughout the
Commission is an indispensable part of
comprehensively revising the
Commission’s regulatory fee program.
For this reason as stated in paragraph 5
above, we will issue a Second Further
Notice of Proposed Rulemaking in the
near future to examine these, and other
related issues.

23. Limiting Fee Increases. As noted
in para. 13 above, using current FTE
figures causes shifts in the allocation of
regulatory fee collection among the

53 EchoStar and DISH Reply Comments at 4.

54 CTIA Reply Comments at 5, quoting USTA
Comments at 7.

Bureaus and, consequently, the fees
their licensees will pay. Because we are
required by statute to set regulatory fees
that will recover the entire amount of
our appropriation, any reduction in the
proportion of all regulatory fees paid by
licensees in one fee category will
necessarily result in an increase in
regulatory fees paid by licensees in
others. For the same reason, limiting fee
increases for licensees in some fee
categories will necessarily limit fee
decreases that licensees in other fee
categories would otherwise receive.
With these considerations in mind, and
to avoid sudden and large changes in
the amount of fees paid by various
classes of regulatees, we proposed in the
FY 2013 NPRM to cap increases in FY
2013 fees to no more than 7.5 percent.55
24. USTA strongly opposes this
limitation on fee rate increases or any
other transition to fully normalized fees,
contending that such proposals try to
insure fairness to other fee payors while
ignoring the fact that ITSPs have been
paying a disproportionate share of
regulatory fees for a decade.?6 ITTA
argues that any cap should only be
applied in FY 2013.57 AT&T contends
that a cap on increases would be
unnecessary if the Commission fairly
accounted for FTE distribution among
all the core bureaus.>8 The International
Carrier Coalition agreed with our
finding that limiting fee increases would
have the unavoidable effect of also
limiting fee decreases, and stated that
for that reason ‘“‘the proposed 7.5% cap
on increases/decreases of regulatory fees
should be an interim measure only.” 59
25. We disagree with the commenters
objecting to the imposition of the 7.5%

55 FY 2013 NPRM, 28 FCC Rcd at 7803—-04, paras.
30-31.

56 USTA Comments at 4—5. Several commenters
agree that a limitation on fee increases is needed to
prevent economic hardship. See, e.g., CCA
Comments at 6 (“any fee increases resulting from
the use of updated data should be capped to limit
the severity of the impact on payors”); Echostar and
DISH Comments at 13—14 (“‘a reasonable approach
would be for the Commission to establish a
guideline providing for a multi-year phase in of any
fee increase where the change would exceed the
rate of inflation”’); NASCA Comments at 10 (a 7.5%
“cap on fee increases is consistent with the
requirements of Section 9”’); ACA Comments at 11
(supporting the proposed 7.5% cap); SIA Reply
Comments at 9-10 (a cap on fee increases is
needed); ICC Reply Comments at 4 (the proposed
cap should be an interim measure only); ABA Reply
Comments at 2 (even with the 7.5% cap, the fee
increase will cause ““irreparable injury” to small
broadcasters). See also NAB Comments at 6 (“We
also urge the Commission to be cognizant of the
burden that regulatory fees impose on some
Commission licensees, particularly the smallest
broadcast stations, which may have a few as two or
three permanent staff.”).

57ITTA Comments at 2.

58 AT&T Comments at 2.

59]CC Comments at 7. Also see note 69 below.

cap on fee increases. As an initial matter
we note that the imposition of a cap on
fee increases is not unprecedented. In
1997 we imposed a 25 percent cap to
avoid the prospect of “fee shock”
resulting from large and unpredictable
fluctuations in fees.6° Today, a different
set of circumstances supports the
imposition of a more modest, interim
cap. The regulatory fees we adopt today
reflect only the first of a series of
changes that we will consider in the
comprehensive revision of our
regulatory fee program. As we noted in
the FY 2013 NPRM, and in para. 5
above, there are unresolved regulatory
fee reform initiatives on which we will
seek comment and which could be
adopted and implemented in setting
regulatory fees in FY 2014.61 Capping
fee increases at 7.5% is a conservative
interim approach to assure that any fee
increases resulting from use of the new
FTE data will be reasonable as we
transition to a revised regulatory fee
program in which regulatory fees will
more closely reflect the current costs
and benefits of Commission regulation.

26. USTA and other commenters have
pointed out that ITSPs will be most
affected by any limitation on fee
increases. USTA opposes the 7.5% cap
on fee increases, contending that ITSPs
have been paying ‘“‘an inordinate share
of regulatory fees, paying 47 percent of
the total fees while only 29.2 percent of
the direct FTEs are assigned to the
Wireline Competition Bureau.” 62

27. We agree with USTA’s contention
that ITSP fees should be reduced to
more accurately reflect the regulatory
costs that the industry currently
generates, and thus the interim fees we
adopt today give ITSPs a significant
reduction in their FY 2013 fees.
However, we cannot “flash cut” to
immediate, unadjusted use of the FY
2012 FTE data without engendering
significant and unexpected fee increases
for other categories of fee payors. As
noted above, the cap we impose on fee
increases for some licensees will
unavoidably limit the fee reductions
other licensees, like ITSPs, would
otherwise enjoy; simply put, capping fee
increases reduces the amount of money
available to effectuate all of the

60 See Assessment and Collection of Regulatory
Fees for Fiscal Year 1997, Report and Order, 12 FCC
Red 17161, 17176, para. 37 (1997). The fee shock
the Commission sought to avoid was caused by the
use of employee time sheet entries to calculate
direct and indirect FTEs, a methodology that was
ultimately abandoned as unworkable.

61 FY 2013 NPRM, 28 FCC Rcd at 7803, para. 30.

62USTA Comments at 4-5. AT&T contends that
a cap on increases should be unnecessary if the
Commission would fairly account for FTE
distribution among the core bureaus. AT&T
Comments at 2.
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reductions in this fiscal year. We are
satisfied, however, that as an interim
measure the limitations on fee increases
are reasonable, and the resulting fee
changes are likewise reasonable.
Moreover, as this is an interim measure,
we commit to revisit these issues and
make whatever further fee reductions
are warranted in the course of adopting
further revisions to our regulatory fee
program.63

28. Limiting Fee Decreases. We are
confronted with somewhat different
issues in evaluating whether to cap the
amount of the fee decrease that any
class of fee payors might otherwise
receive as a result of our use of current
FTE data. The revised FY 2013 fee
calculations appearing at Attachment B
of the FY 2013 NPRM reflect both a 10%

cap on decreases, as well as a 7.5% cap
on increases.?* Although the caption to
Attachment B clearly stated that the fees
resulted from the imposition of a 7.5%
cap, it did not state that the fees also
reflected a 10% cap on decreases. The
text of the FY 2013 NPRM did not
reference this fact, however, nor did it
request comment on the issue of
capping fee decreases. Although we
requested comment on the general
issues of limiting fee increases and
adopting possible measures to address
the impacts of such limits, no party
specifically addressed the issue of an
offsetting limit to decreases in
comments.®5 Under these
circumstances, we cannot find that
interested parties were afforded an

adequate opportunity to comment on
the issue of capping fee decreases.
Although this situation would normally
be addressed by requesting comments
on this issue, here we would not be able
to receive and analyze further comments
in time to publish and collect fees by
the end of FY 2013. Further, as stated
above, we find the FY 2013 fee changes
resulting from imposition of a 7.5% cap
on fee increases to be reasonable. For
these reasons we find it necessary to
adopt revised FY 2013 fee calculations
that reflect only the application of a
7.5% cap on fee increases and no cap on
fee decreases. The revised fees are set
forth in Table 2 and Table 3 below. The
sources of the units for the fees appear
in Table 4.

TABLE 2—REVISED FTE (AS OF 9/30/12) ALLOCATIONS,> FEE RATE INCREASES CAPPED AT 7.5%; CALCULATION OF FY
2013 REVENUE REQUIREMENTS AND PRO-RATA FEES
[The first ten regulatory fee categories in the table below are collected by the Commission in advance to cover the term of the license and are

submitted at the time the application is filed.]

Rounded &

FY 2013 FY 2012 Y oos | P capped Expected

Fee category payment units Years revenue revenue regulatory FY 2013 FY 2013

estimate requirement fee regtf.l‘laztory revenue
PLMRS (EXCIUSIVE USE) ...coeiiiiieiiiieeieie e 1,400 10 490,000 605,350 43 40 560,000
PLMRS (Shared USE) ......cccoerueiieieiieeienie e 15,000 10 2,250,000 2,897,033 19 15 2,250,000
MICTOWAVE ...ceiiiiiiiiiieeiie e e 13,200 10 2,640,000 2,853,794 22 20 2,640,000
218-219 MHz (Formerly IVDS) . 5 10 3,500 4,324 86 75 3,750
Maring (SHIP) ..eeoeeieeeeee e 6,550 10 655,000 951,265 15 10 655,000
GIMRS e 7,900 5 192,500 345,914 9 5 197,500
Aviation (Aircraft) . 2,900 10 290,000 432,393 15 10 290,000
Marine (Coast) .... 285 10 142,500 172,957 61 55 156,750
Aviation (Ground) ... 900 10 135,000 172,957 19 15 135,000
Amateur Vanity Call Signs 14,300 10 214,500 259,436 1.81 1.61 230,230
AM Class A4 ....ccooveenn 65 1 250,100 294,808 4,536 4,400 286,000
AM Class B4 ... e 1,510 1 3,125,875 3,664,040 2,427 2,275 3,435,250
AM Class C?4 ..ot 890 1 1,107,975 1,305,578 1,467 1,350 1,201,500
AM Class D4 .... 1,500 1 3,698,400 4,337,887 2,892 2,575 3,862,500
FM Classes A, B1 & C34 ..o 3,075 1 7,764,750 8,970,581 2,917 2,725 8,379,375
FM Classes B, C, CO, C1 & C24 .....cooieiiireeeeeeeeee 3,140 1 9,513,000 11,034,236 3,514 3,375 10,597,500
AM Construction Permits 51 1 35,750 42,115 826 590 30,090
FM Construction Permits 1 190 1 84,000 421,154 2,217 750 142,500
Satellite TV 125 1 178,125 210,577 1,685 1,525 190,625
Satellite TV Construction Permit ..........cccceeeevvveeevireeeeenns 3 1 3,580 4,212 1,404 960 2,880
VHF Markets 1-10 .....cccceeeene 23 1 1,761,650 2,366,150 102,876 86,075 1,979,725
VHF Markets 11-25 23 1 1,836,875 2,454,013 106,696 78,975 1,816,425
VHF Markets 26-50 ... 39 1 1,512,400 2,034,276 52,161 42,775 1,668,225
VHF Markets 51-100 .... 61 1 1,255,500 1,757,149 28,806 22,475 1,370,975
VHF Remaining Markets .. 137 1 798,025 1,020,393 7,448 6,250 856,250
VHF Construction Permits ! ........cccccoiieieiiiiieieie e 1 1 11,650 6,250 6,250 6,250 6,250
UHF Markets 1—10 ....oooiiiiiiiiiicecsieseee e 112 1 3,853,150 4,248,631 37,934 38,000 4,256,000
UHF Markets 11-25 109 1 3,458,250 3,781,729 34,695 35,050 3,820,450
UHF Markets 26-50 ... 140 1 2,959,875 3,232,818 23,092 23,550 3,297,000
UHF Markets 51-100 .... 239 1 2,868,750 3,099,301 12,968 13,700 3,274,300
UHF Remaining Markets .. 247 1 845,975 916,915 3,712 3,675 907,725
UHF Construction Permits ' . 4 1 23,975 14,700 3,675 3,675 14,700
Broadcast AuXiliaries ..........ccocvveineiiieenieeeeee e 25,400 1 248,000 336,923 13 10 254,000
LPTV/Translators/Boosters/Class A TV ....cccccccecvvveeennnenn. 3,725 1 1,436,820 1,684,616 452 410 1,527,250
CARS Stations .......ccccceveveeerereneennn. 325 1 178,125 210,634 648 510 165,750
Cable TV Systems 60,000,000 1 59,090,000 69,719,942 1.162 1.02 61,200,000
Interstate Telecommunication Service Providers . $39,000,000,000 1 148,875,000 118,979,384 0.00305 0.00347 135,330,000
CMRS Mobile Services (Cellular/Public Mobile) ... 326,000,000 1 53,210,000 63,105,583 0.194 0.18 58,680,000
CMRS Messag. SEIVICES ......ccurveeriririeeiiiieeienieseeeennes 3,000,000 1 272,000 240,000 0.0800 0.080 240,000

63]TTA proposes a 14% limitation, for one year.
ITTA Ex Parte Communication (July 11, 2013) at 2.
For the reasons discussed above, we disagree with
ITTA’s proposal.

6428 FCC Red 7790, 7823, Attachment B,
“Revised FTE (as of 9/30/12) Allocations, Fee Rate
Increases Capped at 7.5%, Prior to Rounding.”

65 As noted at para. 22 supra, ICC in its comments
referred to “the proposed 7.5% cap on fee
increases/decreases,” but in context ICC was simply

addressing the fact, discussed above, that limiting
fee increases will necessarily limit fee decreases as
well. ICC did not discuss the specific issue of
whether fee decreases should be capped and, if so,
at what level.
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TABLE 2—REVISED FTE (AS OF 9/30/12) ALLOCATIONS,5 FEE RATE INCREASES CAPPED AT 7.5%; CALCULATION OF FY
2013 REVENUE REQUIREMENTS AND PRO-RATA FEES—Continued

[The first ten regulatory fee categories in the table below are collected by the Commission in advance to cover the term of the license and are
submitted at the time the application is filed.]

Rounded &
FY 2013 FY 2012 Y oos | P capped Expected
Fee category payment units Years revenue revenue regulatory FY 2013 FY 2013
estimate requirement fee reg?;eétory revenue
BRS 2 Lt
LIMDS e e 920 1 451,250 693,680 754 510 469,200
170 1 225,625 128,180 754 510 86,700
Per 64 kbps Int'| Bearer Circuits Terrestrial (Common)

& Satellite (Common & Non-Common) ..........ccceceeneen. 3,823,249 1,157,602 1,066,139 279 27 1,032,277
Submarine Cable Providers (see chart in Appendix C)3 39.19 8,150,984 7,504,167 191,494 217,675 8,530,139
Earth Stations .........cccceiiiiriiiiice e 3,400 893,750 824,068 242 275 935,000
Space Stations (Geostationary) ....... . 87 11,560,125 10,646,958 122,379 139,100 12,101,700
Space Stations (Non-Geostationary) ...... . 6 858,900 791,105 131,851 149,875 899,250
Total Estimated Revenue to be Collected .. 340,568,811 339,844,006 | .. . 339,965,741
Total Revenue Requirement ................... .. 339,844,000 339,844,000 | .. . 339,844,000
{1 (=1 (=Y o Loy RSO OP 724,811 [ T S B 121,741

1The VHF and UHF Construction Permit revenues were adjusted to set the regulatory fee to an amount no higher than the lowest licensed fee for that class of
service. Similarly, reductions in the VHF and UHF Construction Permit revenues are offset by increases in the revenue totals for VHF and UHF television stations, re-
spectively.

2MDS/MMDS category was renamed Broadband Radio Service (BRS). See Amendment of Parts 1, 21, 73, 74 and 101 of the Commission’s Rules to Facilitate the
Provision of Fixed and Mobile Broadband Access, Educational and Other Advanced Services in the 2150-2162 and 2500-2690 MHz Bands, Report & Order and Fur-
ther Notice of Proposed Rulemaking, 19 FCC Rcd 14165, 14169, para. 6 (2004).

3The chart at the end of Table 3 lists the submarine cable bearer circuit regulatory fees (common and non-common carrier basis) that resulted from the adoption of
the following proceedings: Assessment and Collection of Regulatory Fees for Fiscal Year 2008, Second Report and Order (MD Docket No. 08-65, RM—-11312), re-
leased March 24, 2009; and Assessment and Collection of Regulatory Fees for Fiscal Year 2009 and Assessment and Collection of Regulatory Fees for Fiscal Year
2008, Notice of Proposed Rulemaking and Order (MD Docket No. 09—65, MD Docket No. 08-65), released on May 14, 2009.

4The fee amounts listed in the column entitled “Rounded New FY 2013 Regulatory Fee” constitute a weighted average media regulatory fee by class of service.
The actual FY 2013 regulatory fees for AM/FM radio stations are listed on a grid located at the end of Table 3.

5The allocation percentages represent FTE data as of September 30, 2012, and include the proposal to use 28 Direct FTEs (rather than 119 FTEs) for the Inter-
national Bureau.

TABLE 3—REVISED FTE (AS OF 9/30/12) ALLOCATIONS,! FEE RATE INCREASES CAPPED AT 7.5%; FY 2013 SCHEDULE
OF REGULATORY FEES

[The first eleven regulatory fee categories in the table below are collected by the Commission in advance to cover the term of the license and
are submitted at the time the application is filed.]

Annual regulatory
Fee category fee
(U.S. $'s)
PLMRS (per license) (Exclusive Use) (47 CFR Part 90) .....oociiiiiiiiiiiieiie sttt sttt b e sie et e saaeebeessaeesbeesaeeenbeeebeesneeennes 40
Microwave (per license) (47 CFR part 101) ..oocooiiiiiiieeceeeeseee s .. | 20
218-219 MHz (Formerly Interactive Video Data Service) (per license) (47 CFR part 95) . .. | 75
Marine (Ship) (per station) (47 CFR part 80) ........cccceoerieriiieniiieieseeese e .. | 10
Marine (Coast) (per license) (47 CFR part 80) .....c.cccccevveenenne ... | 55
General Mobile Radio Service (per license) (47 CFR part 95) ........cocovvieiieviieennen. 5
Rural Radio (47 CFR part 22) (previously listed under the Land Mobile category) . .. |15
PLMRS (Shared Use) (per license) (47 CFR PArt 90) .....cciiiiiiriiiiiieiie ettt sttt ss et sttt e s e bt e san e beeean e nneeeanas 15
Aviation (Aircraft) (per station) (47 CFR PAM 87) ....cciiiiiiieiieiere ettt r e n e s b e s b e e n e r e n e nnenan e nre s 10
Aviation (Ground) (per license) (47 CFR part 87) ............ .. |15
Amateur Vanity Call Signs (per call sign) (47 CFR PArt 97) ....ooiiiiiiiiiiiiee ettt ettt te e ae e e sbe e sateesbeeenbeesseeennes 1.61
CMRS Mobile/Cellular Services (per unit) (47 CFR parts 20, 22, 24, 27, 80 and 90) .......ccccceeriiirrieiieenie et 18
CMRS Messaging Services (per unit) (47 CFR parts 20, 22, 24 and 90) .........c..c..... ... | .08
Broadband Radio Service (formerly MMDS/MDS) (per license) (47 CFR part 27) .. ... | 510
Local Multipoint Distribution Service (per call sign) (47 CFR, part 101) ......ccecvenene ... | 510
AM Radio Construction PermitsS ..........cccccoeiiiriiiiiiniiiieesieeec e ... | 590
FM Radio CONSIIUCHON PEIMILS .......eiuiiiiiieiieeeste ettt r e e s bt e s e et e e s e e e eae e e e s aeesneemeennesreennesreenenreens 750
TV (47 CFR part 73) VHF Commercial:
1= U= €T e PSPPI 86,075
Markets 11-25 ... ... | 78,975
Markets 26-50 ... 42,775
Markets 51-100 ... 22,475
Remaining Markets .. ... | 6,250
(070 g1 U Ted 1o] o I ==Y 11 011 ¢SS PRRROPPPP 6,250
TV (47 CFR part 73) UHF Commercial:
[ =T =) 6T R O SRRSO PRSPPI 38,000
Markets 11-25 ... 35,050
Markets 26-50 ... 23,550
Markets 51-100 .... 18,700
Remaining Markets .. .. | 3,675
Construction Permits ..........ccccceeennee ... | 3,675
Satellite Television Stations (All MArKEIS): ......eeiiiiiiiiie ettt et esae e e bt e s s e e b e e eareenneenareenane s 1,525
Construction Permits—Satellite TeleviSion STAtIONS ..........ccoiiiiiiiiiee e nre e 960
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TABLE 3—REVISED FTE (AS OF 9/30/12) ALLOCATIONS,! FEE RATE INCREASES CAPPED AT 7.5%; FY 2013 SCHEDULE

OF REGULATORY FEES—Continued

[The first eleven regulatory fee categories in the table below are collected by the Commission in advance to cover the term of the license and

are submitted at the time the application is filed.]

Annual regulatory
Fee category fee
(U.S. $'s)
Low Power TV, Class A TV, TV/FM Translators & Boosters (47 CFR Part 74) ........cccoiiiiiiiiininereeeesie e 410
Broadcast Auxiliaries (47 CFR part 74) ......cooceeeicee e 10
CARS (47 CFR PArt 78) ....coeeeececeeeeeeeceeeeeeeeeeeeeaeseeeesasee e 510
Cable Television Systems (per subscriber) (47 CFR part 76) .............. 1.02
Interstate Telecommunication Service Providers (per revenue dollar) .... .00347
Earth Stations (47 CFR PAI 25) ......oiiiiiiieeiiieciiie et ee e et e e sttt easaee e e s aeeeeastaeesasseeeasseeeeasseeeeasaeeeesseeeanseeeeassaneeasseneansseeeansseeennsenannnes 275
Space Stations (per operational station in geostationary orbit) (47 CFR part 25) also includes DBS Service (per operational | 139,100
station) (47 CFR part 100).

Space Stations (per operational system in non-geostationary orbit) (47 CFR part 25) 149,875
International Bearer Circuits—Terrestrial/Satellites (per 64KB circuit) .........ccccccceeernneen. 27
International Bearer Circuits—SubmMaring Cable ............coouiiiiiiiiiiiie ettt ettt n e See Table Below

1The allocation percentages represent FTE data as of September 30, 2012, and include the proposal to use 28 Direct FTEs (rather than 119

FTEs) for the International Bureau.

FY 2013 RADIO STATION REGULATORY FEES

FM FM
Population served AM glass AM glass AM 8Iass AM glass 2Ia§$e§ é)lacssce(s)

‘c3 c1&cC2
25,000 ottt e e e e e — e e e ert e e reaaaan $775 $645 $590 $670 $750 $925
25,001-75,000 ...... 1,550 1,300 900 1,000 1,500 1,625
75,001-150,000 .... 2,325 1,625 1,200 1,675 2,050 3,000
150,001-500,000 ........ 3,475 2,750 1,800 2,025 3,175 3,925
500,001-1,200,000 ..... 5,025 4,225 3,000 3,375 5,050 5,775
1,200,001-3,000,00 .... 7,750 6,500 4,500 5,400 8,250 9,250
>3,000,000 ...coiiiiiiieeeeeeeeeee et ————————————————————— 9,300 7,800 5,700 6,750 10,500 12,025

FY 2013 SCHEDULE OF REGULATORY FEES: FEE RATE INCREASES CAPPED AT 7.5%
[International Bearer Circuits—Submarine Cable]

Submarine cable systems (capacity as of
December 31, 2012) Fee amount Address
< 2.5 GDPS oo $13,600 | FCC, International, P.O. Box 979084, St. Louis, MO 63197-9000.
2.5 Gbps or greater, but less than 5 Gbps 27,200 | FCC, International, P.O. Box 979084, St. Louis, MO 63197-9000.
5 Gbps or greater, but less than 10 Gbps 54,425 | FCC, International, P.O. Box 979084, St. Louis, MO 63197-9000.
10 Gbps or greater, but less than 20 108,850 | FCC, International, P.O. Box 979084, St. Louis, MO 63197-9000.
Gbps.
20 Gbps or greater .........cccceeeveerieenieenene. 217,675 | FCC, International, P.O. Box 979084, St. Louis, MO 63197-9000.

Table 4—Sources of Payment Unit
Estimates for FY 2013

In order to calculate individual
service fees for FY 2013, we adjusted FY
2012 payment units for each service to
more accurately reflect expected FY
2013 payment liabilities. We obtained
our updated estimates through a variety
of means. For example, we used
Commission licensee data bases, actual
prior year payment records and industry
and trade association projections when
available. The databases we consulted
include our Universal Licensing System
(“ULS”), International Bureau Filing
System (“IBFS”), Consolidated Database
System (“CDBS”’) and Cable Operations

and Licensing System (“COALS”), as
well as reports generated within the
Commission such as the Wireline
Competition Bureau’s Trends in
Telephone Service and the Wireless
Telecommunications Bureau’s
Numbering Resource Utilization
Forecast.

We sought verification for these
estimates from multiple sources and, in
all cases; we compared FY 2013
estimates with actual FY 2012 payment
units to ensure that our revised
estimates were reasonable. Where
appropriate, we adjusted and/or
rounded our final estimates to take into
consideration the fact that certain
variables that impact on the number of

payment units cannot yet be estimated
with sufficient accuracy. These include
an unknown number of waivers and/or
exemptions that may occur in FY 2013
and the fact that, in many services, the
number of actual licensees or station
operators fluctuates from time to time
due to economic, technical, or other
reasons. When we note, for example,
that our estimated FY 2013 payment
units are based on FY 2012 actual
payment units, it does not necessarily
mean that our FY 2013 projection is
exactly the same number as in FY 2012.
We have either rounded the FY 2013
number or adjusted it slightly to account
for these variables.
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Fee category

Sources of payment unit estimates

Land Mobile (All), Microwave, 218-219 MHz,
Marine (Ship & Coast), Aviation (Aircraft &
Ground), GMRS, Amateur Vanity Call Signs,
Domestic Public Fixed.

CMRS Cellular/Mobile Services

CMRS Messaging Services

AM/FM Radio Stations

UHF/VHF Television Stations

AM/FM/TV Construction Permits

LPTV, Translators and Boosters, Class A Tele-
vision.

Broadcast Auxiliaries

Cable Television Relay Service (“CARS”) Sta-
tions.
Cable Television System Subscribers

Interstate Telecommunication Service Providers

Earth Stations ........ccccceeeeieiieee e
Space Stations (GSOs & NGSOs) .
International Bearer Circuits
Submarine Cable Licenses

Based on Wireless Telecommunications Bureau (“WTB”) projections of new applications and
renewals taking into consideration existing Commission licensee data bases. Aviation (Air-
craft) and Marine (Ship) estimates have been adjusted to take into consideration the licens-
ing of portions of these services on a voluntary basis.

Based on WTB projection reports, and FY 12 payment data.

Based on WTB reports, and FY 12 payment data.

Based on CDBS data, adjusted for exemptions, and actual FY 2012 payment units.

Based on CDBS data, adjusted for exemptions, and actual FY 2012 payment units.

Based on CDBS data, adjusted for exemptions, and actual FY 2012 payment units.

Based on CDBS data, adjusted for exemptions, and actual FY 2012 payment units.

Based on actual FY 2012 payment units.

Based on WTB reports and actual FY 2012 payment units.

Based on WTB reports and actual FY 2012 payment units.

Based on data from Media Bureau’s COALS database and actual FY 2012 payment units.

Based on publicly available data sources for estimated subscriber counts and actual FY 2011
payment units.

Based on FCC Form 499-Q data for the four quarters of calendar year 2012, the Wireline
Competition Bureau projected the amount of calendar year 2012 revenue that will be re-

ported on 2013 FCC Form 499-A worksheets in April, 2013.
Based on International Bureau (“IB”) licensing data and actual FY 2012 payment units.

Based on IB data reports and actual FY 2012 payment units.

Based on IB license information.

Based on IB reports and submissions by licensees.

29. The most significant shifts
between the recalculated fees we adopt
today and the fees that appear in
Attachment B of the FY 2013 Notice
affect International Bureau licensees.
The reallocation of FTEs from the
International Bureau, combined with a
10% cap on decreases, would have
provided licensees of Earth Stations,
Geostationary Orbit Space Stations,
Non-Geostationary Orbit Satellite
Systems, and Submarine Cable Systems
with reductions of 3.85% to 10.01%
from the fees they paid in FY 2012.66
Removing the 10% cap on decreases

66 The specific reductions would have been
10.91% for Earth Stations, 10.01% for Geostationary
Orbit Space Stations, Non-Geostationary Orbit
Satellite Systems, and Submarine Cable Systems,
and 3.85% for International Bearer Circuits.

causes the fees these licensees will pay
in FY 2013 to increase between 2.31%
and 4.70% over the fees they paid in FY
2012.57 Although at variance from the
results we had projected, we find that
these modest increases in the fees
international service licensees will pay
this year are unlikely to affect their
ability to continue offering the services
for which the Commission has licensed

67 The specific increases will be Geostationary
Orbit Space Stations, 4.68%, Non-Geostationary
Orbit Satellite Systems, 4.70%), International Bearer
Circuits, 3.85%, and Submarine Cable Systems,
2.31%. Fees for Earth Stations will not increase.
Applying the other adjustments we adopt today
while removing the 10% cap on decreases means
that ITSPs’ FY 2013 fees will be reduced by 7.47%
instead of 4.27%.

them.%8 Moreover, we emphasize again
that the adjustments reflected in all the
fees we adopt today are but an initial
step in the process of comprehensively
reforming the way we assess regulatory
fees, a process that we anticipate will
lead to further significant changes in the
regulatory fees Commission licensees
will pay in FY 2014 and beyond.

30. The new allocations that result
from the International Bureau FTE
reassignments and the imposition of the
7.5 percent cap are as follows:69

68 The Commission’s rules allow any individual
licensee unable to pay its regulatory fees to request
and obtain a waiver, reduction, or deferral of
payment for good cause shown. See 47 CFR 1.1166.

69 The allocations before imposition of a 7.5% cap
on increases are 6.13%, 37.42%, 35.01%), and
21.44% respectively.
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International BUureau ...........ccccceeeeeeiicveieeeeeeennens

Media Bureau
Wireline Competition Bureau
Wireless Telecommunications Bureau

Formerly 6.3%
Formerly 30.2% ...
Formerly 46.7%
Formerly 16.8%

FY 2013 6.91%.

FY 2013 33.69%.
FY 2013 39.81%.
FY 2013 19.59%.

C. Changes to the Fee Categories, Using
Revised FTE Data

31. As we discussed above in
paragraph 18, we intend to further
examine other possible FTE
reallocations. We have concluded that
the International Bureau is exceptional
in that most of its activities benefit the
regulatees of other bureaus and offices
instead of its own regulatees, and none
of the commenters have shown that this
is the case to the same extent with
regard to any other core bureau. If
parties can show that other bureaus’
activities directly benefit licensees of
different bureaus as disproportionately
as the International Bureau'’s activities
do, or that a non-core bureau’s activities
benefit only certain bureaus or
regulatees, we will consider those
showings in setting regulatory fees in
FY 2014. We will continue to examine
these suggestions as we continue our
regulatory fee reform, as well as our
proposals that we do not reach in this
Report and Order: to combine the ITSP
and wireless categories,” to use
revenues in calculating all regulatory
fees,”* and to include DBS providers in
a new MVPD category.”2 We find
additional time is necessary and
appropriate to examine these proposals
under Section 9 of the Communications
Act and analyze how these proposals
account for changes in the
communications industry and the
Commission’s regulatory processes and
staffing.”3

70ITTA supports this proposal. ITTA Comments
at 3—7. Other commenters, however, do not. See,
e.g., CTIA Comments at 6—8 & Reply Comments at
3; AT&T Comments at 3; CCA Comments at 3—6;
Verizon Reply Comments at 1-2.

71ITTA supports a revenue-based assessment for
wireline and wireless voice services. See ITTA
Comments at 7-9. Fireweed supports a revenue-
based assessment, with a discount for broadcasters.
See Fireweed Comments at 3—6. Several
commenters oppose this proposal. See, e.g., ACA
Comments at 8-9; CTIA Comments at 8 & ex parte
(7/15/13) at 1-2; DIRECTV Comments at 18—19;
EchoStar and DISH Comments at 10-12; NASCA
Comments at 13—14; NCTA Reply Comments at 5—
6; SES Comments at 2; SIA Reply Comments at 8.

72 See, e.g., AT&T Comments at 4-5; ACA
Comments at 13-18 & Reply Comments at 1-6;
NCTA Reply Comments at 2—5. DIRECTV and
EchoStar and DISH oppose this proposal. See
DIRECTV Comments at 1-20; EchoStar and DISH
Comments at 18-20 & Reply Comments at 4—6.

73 See, e.g., NAB Comments at 6 (requesting that
“the Commission temporarily defer the
implementation of the proposals set forth in the
Notice to allow time for additional analysis.”); ACA
Comments at 12 (“it would be prudent and fair for
the Commission to do what it can to maintain the

D. Other Telecommunications
Regulatory Fee Issues

1. Combining UHF/VHF Television
Regulatory Fees Into One Fee Category
Effective FY 2014

32. Regulatory fees for full-service
television stations are calculated based
on two, five-tiered market segments for
Ultra High Frequency (UHF) and Very
High Frequency (VHF) television
stations. After the transition to digital
television on June 12, 2009, we
proposed that the Commission combine
the VHF and UHF regulatory fee
categories.”4 In response, Fireweed
argued that we should base the
regulatory fee structure on three tiers
and Sky Television, LLC, Spanish
Broadcasting System, Inc., and Sarkes
Tarzian argued that instead of six
separate categories for both VHF and
UHF we should combine all television
stations into a single six-tiered category
based on market size, thus eliminating
any distinction between VHF and
UHF.75 In its most recent comments,
Sarkes Tarzian and Sky Television
support our proposal to combine the
VHF and UHF fee categories within the
same market area into one fee category
but suggests that the Commission
implement this proposal in FY 2013
rather than FY 2014.76 In a recent Notice
of Ex Parte Presentation, filed by Sarkes
Tarzian and Sky Television on February
15, 2013, these parties argued that
because VHF stations are less desirable
than UHF stations it is unfair to levy
higher fees on them.

33. Historically, analog VHF channels
(channels 1-13) were coveted for their
greater prestige and larger audience, and
thus the regulatory fees assessed on
VHF stations were higher than
regulatory fees assessed for UHF
(channels 14 and above) stations in the
same market area. After the digital

regulatory fee status quo until decisions are made
on implementing the pending reforms affecting the
fees paid by cable operators.”); ABA Reply
Comments at 3 (urging the Commission to maintain
the current allocations for FY 2013).

74 See Assessment and Collection of Regulatory
Fees for Fiscal Year 2010, Report and Order, 25 FCC
Red 9278, 9285-86, at paras. 18—20 (2010) (FY 2010
Report and Order).

75 See also Notice of Ex Parte Presentation, filed
by Sarkes Tarzian and Sky Television (Feb. 15,
2013) (arguing that VHF stations are less desirable
than UHF stations and it was unfair to have higher
fees for such stations; instead the fee categories
should be combined).

76 See Sarkes Tarzian and Sky Television
Comments at 2-5.

conversion, it became evident that VHF
channels were less desirable than digital
UHF channels, and thus there may no
longer be a basis in which to assess a
higher regulatory fee on VHF channels.
Therefore, in the FY 2013 NPRM we
proposed to combine the VHF and UHF
stations in the same market area into
one fee category beginning in FY 2014
and eliminate the fee disparity between
VHF and UHF stations. For the reasons
given in the FY 2013 NPRM, we adopt
our proposal to combine UHF and VHF
full service television station categories
into one fee category.

34. Sarkes Tarzian and Sky Television
also request that the Commission
implement this proposal in FY 2013.77
With respect to this request, we note
that section 9(b)(3) directs the
Commission to add, delete, or reclassify
services in the fee schedule to reflect
additions, deletions, or changes in the
nature of its services ‘‘as a consequence
of Commission rulemaking proceedings
or changes in law.” 78 Combining UHF
and VHF full-service television stations
into one fee category constitutes a
reclassification of services in the
regulatory fee schedule as defined in
section 9(b)(3) of the Act,”® and
pursuant to section 9(b)(4)(B) must be
submitted to Congress at least 90 days
before it becomes effective.8? The
Commission will not have sufficient
time to implement this change before
September 30, 2013 and therefore we
will implement this change in FY 2014.

2. Including Internet Protocol TV in
Cable Television Systems Category, for
FY 2014

35. IPTV is digital television delivered
through a high speed Internet
connection, instead of by the traditional
cable method. IPTV service generally is
offered bundled with the customer’s
Internet and telephone or VoIP services.
In the FY 2008 Report and Order we
first sought comment on whether this
service should be subject to regulatory
fees.81 In the FY 2013 NPRM, we

77 See Sarkes Tarzian and Sky Television
Comments at 2—-5.

7847 U.S.C. 159(b)(3).

7947 U.S.C. 159(b)(3).

8047 U.S.C. 159(b)(4)(B).

81 F'Y 2008 FNPRM, 24 FCC Rcd at 6406—07,
paras. 48—49. We observed that “[flrom a customer’s
perspective, there is likely not much difference
between IPTV and other video services, such as
cable service.” Id.
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observed that by assessing regulatory
fees on cable television systems, but not
on IPTV, we may place cable providers
at a competitive disadvantage.82
Commenters addressing this issue agree
that we should assess regulatory fees on
that service.83 IPTV and cable service
providers benefit from Media Bureau
regulation as MVPDs.84 We agree that
IPTV providers should be subject to the
same regulatory fees as cable providers.
36. We intend to revisit the issue of
whether DBS providers should be
included in this category; we are not
including such additional services at
this time.85 Therefore, we adopt the
proposal in the FY 2013 NPRM and
broaden the cable television systems
category to include IPTV in the new
category: “‘cable television systems and
Internet Protocol TV service providers.”
This will continue to be calculated on
a per subscriber basis. In this new
category we assess regulatory fees on
IPTV providers in the same manner as
we assess fees on cable television
providers; we are not stating that IPTV
providers are cable television providers.
As this is a “permitted amendment,” it
will go into effect for FY 2014.86

3. Regulatory Fee Obligations for Digital
Low Power, Class A, and TV
Translators/Booster

37. The digital transition to full-
service television stations was
completed on June 12, 2009, but the
digital transition for Low Power, Class

82 'Y 2013 NPRM, 28 FCC Rcd at 7806, para. 37.

83 See, e.g., ACA Comments at 2-9 (“The
Commission is correct to assume that IPTV service
providers should pay regulatory fees to support
video-related activities of the Commission”); see
also ACA Reply Comments at 1-6. But see Google
Reply Comments at 2—3 (IPTV regulatory fees
should be less than what cable operators pay
because the Media Bureau has fewer
responsibilities with regard to IPTV providers than
with cable operators). While we agree that the
services are not identical, and we are not
categorizing IPTV as a cable television service, we
are not persuaded that the relatively small
difference from a regulatory perspective described
by Google would justify a different regulatory fee
methodology and rate.

84 Some IPTV providers consider the service a
“cable service” and currently pay the same
regulatory fees as cable providers; others do not.
ACA Comments at 7-8. MVPD, defined in section
76.1000(e) of our rules, is “an entity engaged in the
business of making available for purchase, by
subscribers or customers, multiple channels of
video programming.” 47 CFR 76.1000(e).

85 AT&T Comments at 4-5 (recommending a
single MVPD fee category that would include all
MVPDs); NCTA Reply Comments at 2—5 (proposes
including all MVPDs); ACA Comments at 13—-18
(same); DIRECTV Comments at 1-20 & Reply
Comments at 2-10 (opposing including DBS in a
MVPD category); EchoStar and DISH Comments at
18-20 & Reply Comments at 4-6 (same). This
Report and Order does not adopt a MVPD fee
category.

8647 U.S.C. 159(b)(3).

A, and TV Translators/Boosters still
remains voluntary with a transition date
of September 1, 2015. In the context of
regulatory fees, we have historically
considered the digital transition only
with respect to regulatory fees
applicable to full-service television
stations, and not to Low Power, Class A,
and TV Translators/Boosters. Because
the digital transition for these services is
still voluntary, some of these facilities
may transition from analog to digital
service more rapidly than others. During
this period of transition, licensees of
Low Power, Class A, and TV Translator/
Booster facilities may be operating in
analog mode, in digital mode, or in an
analog and digital simulcast mode.
Therefore, for regulatory fee purposes,
we will assess a fee for each facility
operating either in an analog or digital
mode. In instances in which a licensee
is simulcasting in both analog and
digital modes, a single regulatory fee
will be assessed for the analog facility
and its corresponding digital
component, but not for both facilities.
As greater numbers of facilities convert
to digital mode, the Commission will
provide revised instructions on how
regulatory fees will be assessed.

4. Commercial Mobile Radio Service
(CMRS) Messaging

38. CMRS Messaging Service, which
replaced the CMRS One-Way Paging fee
category in 1997, includes all
narrowband services.8” Initially, the
Commission froze the regulatory fee for
this fee category at the FY 2002 level to
provide relief to the paging industry by
setting an applicable rate of $0.08 per
subscriber beginning in FY 2003.88 At
that time we noted that CMRS
Messaging units had significantly
declined from 40.8 million in FY 1997
to 19.7 million in FY 2003—a decline of
51.7 percent.8® Commenters argued that
this decline in subscribership was not
just a temporary phenomenon, but a
lasting one. Commenters further argued
that, because the messaging industry is
spectrum-limited, geographically
localized, and very cost sensitive, it is
difficult for this industry to pass on

87 See Assessment and Collection of Regulatory
Fees for Fiscal Year 1997, Report and Order, 12 FCC
Recd 17161, 17184-85, para. 60 (1997) (FY 1997
Report and Order).

88 Assessment and Collection of Regulatory Fees
for Fiscal Year 2003, Report and Order, 18 FCC Red
15985, 15992, para. 22 (2003) (FY 2003 Report and
Order).

89 F'Y 2003 Report and Order, 18 FCC Red at
15992, para. 21. The subscriber base in the paging
industry declined 92 percent from 40.8 million to
3.2 million between FY 1997 and FY 2012,
according to FY 2012 collection data as of Sept. 30,
2012.

increases in costs to its subscribers.?0 In
response to our FY 2013 NPRM, one
commenter supported maintaining the
CMRS Messaging fee rate at $.08 per
subscriber, but urged the Commission to
adopt an even lower fee rate in the
future, suggesting a ratio of 1 to 7
(messaging/paging monthly ARPU to
wireless telephony ARPU) to calculate
the messaging regulatory fee rate.91

39. The Commission has frozen the
CMRS Messaging fee rate since FY 2003.
By doing so, the Commission has
provided the CMRS Messaging industry
some level of regulatory fee stability. As
our earlier discussion on FTE allocation
has indicated, the fee burden of
regulatory fee categories is determined
by FTEs, and not by comparative ARPUs
or other forms of measurement. By
maintaining the CMRS Messaging rate at
$.08 per subscriber for a decade, the
CMRS Messaging industry has in effect
been paying a fee rate of .07 percent
(.0007) of all fees, compared to its
allocated share of .32 percent (.0032).92
As in previous years, the Commission in
FY 2013 will maintain the CMRS
Messaging fee rate at $.08 per
subscriber. The Commission, however,
will continue to examine the impact of
regulatory fees on CMRS Messaging and
similar declining industries.

E. Excess Fees

40. Commenters recommend that the
Commission obtain Congressional
approval to refund excess regulatory
fees or alternatively apply the excess
fees to FY 2014 collections.?3 The
Commission’s annual appropriations,
since 2008, have prohibited the use of
any excess fees from current or previous
fees without an appropriation from
Congress. Should Congress decide to
examine this issue or any other issues
regarding regulatory fees, the
Commission is committed to providing
whatever information they request.94

F. Fee Decisions and Waiver Policies

41. The Commission received two
unsolicited comments regarding its fee
decisions and waiver policies. MMTC
urges the Commission “to waive
application fees for small businesses
and nonprofits and to provide

90 F'Y 2003 Report and Order, 18 FCC Rcd at
15992, para. 22.

91 See CMA Comments at 1, 3, and 5.

921f the fee rate were not frozen at $.08 per
subscriber, the actual fee rate for the CMRS
Messaging fee category would have been $.39 per
subscriber, thereby raising $1,170,000 in projected
revenues (.34% of all fees) compared with $240,000
in projected revenues (.07%).

93 See, e.g., USTA Comments at 8-9; Verizon
Reply Comments at 1-2; SIA Reply Comments at
10.

94 See GAO Report at pp. 44—45.
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regulatory fee relief for certain broadcast
entities.” 95 In addition, MMTC explains
that the Commission has the authority
to “waive, reduce, or defer payment of

a fee in any specific instance of good
cause shown, where such action would
promote the public interest.” 26 MMTC
contends that the Commission should
adopt a rebuttable presumption that a
certain class of entities need, and are
eligible, for regulatory fee relief.97
MMTC also urges the Commission to
exercise its statutory authority and grant
a one-year waiver of certain application
fees.98

42. The issues raised by MMTC
relating to application fees are beyond
the scope of this proceeding. We
emphasize that all waivers, including a
reduction and deferral of fees, are
considered on a case-by-case basis
under the statute. These include
instances in which financial hardship is
presented, as well as instances in which
the public interest will be promoted.
The Commission can exercise some
discretion in providing relief on
waivers, but this relief can only be
provided within the confines of the
statutory law that governs that
particular waiver.

43. The Commission also received a
comment requesting the Commission
publish redacted financial data from fee
decisions.?? Fireweed also contends that
the Commission has hidden decisions
from public view.100 The Commission
intends to consider this issue as it
reviews its current policy of publishing
fee decisions. However, the publishing
of fee decisions, including redacted
financial data, must adhere to the
Commission’s privacy rules and
guidelines.

44. Fireweed also contends that we
should not require parties to support a
waiver request with tax returns.101
Fireweed has not, however, suggested
an alternative method to substantiate
financial hardship. Tax returns or
audited financial statements are
generally used by parties before the
Commission to demonstrate financial

hardship.
G. Administrative Issues

45. In FY 2009, the Commission
implemented several procedural
changes that simplified the payment
and reconciliation processes for FY
2009 regulatory fees. The Commission’s

95 MMTC Comments at 1.

96 MMTC Comments at 4.

97 MMTC Comments at 4-5.
98 MMTC Comments at 5.

99 Fireweed Comments at 6.
100 Fireweed Comments at 7.
101 Fireweed Comments at 8.

current regulatory fee collection
procedures can be found in the Report
and Order on Assessment and
Collection of Regulatory Fees for FY
2012.102 In FY 2013, the Commission
will continue to promote greater use of
technology (and less use of paper) in
improving our regulatory fee
notification and collection process.
These changes and their effective dates
are discussed in more detail below.
Specifically, beginning on October 1,
2013, in FY 2014, we will no longer
accept checks and hardcopy Form 159
remittance advice forms to pay
regulatory fee obligations. In FY 2014,
we will also transfer electronic
invoicing and receivables collection to
the Treasury. Finally, in FY 2014, we
will no longer mail out initial CMRS
assessments, and will instead require
licensees to log into the Commission’s
Web site to view and revise their
subscriber counts.

1. Discontinuation of Mail Outs of
Initial CMRS Assessments, FY 2014

46. In FY 2014, as part of the
Commission’s effort to become more
“paperless,” the Commission will no
longer mail out its initial CMRS
assessments but will require licensees to
log into the Commission’s Web site to
view and revise their subscriber counts.
A system currently exists for providers
to revise their CMRS subscriber counts
electronically after the CMRS
assessments are mailed, and it is
possible that this system can be
expanded to include letters that can be
downloaded to serve as the initial
CMRS assessment letter. The
Commission will provide more details
in future announcements as this system
is modified to accommodate this task.

2. Discontinuation of Paper and Check
Transactions Beginning October 1, 2013
(FY 2014)

47. Together with the U.S.
Department of Treasury, the
Commission is taking further steps to
meet the OMB Open Government
Directive.193 A component part of the
Treasury’s current flagship initiative
pursuant to this Directive is moving to
a paperless Treasury, which includes
related activities in both disbursing and
collecting select federal government

102 See Assessment and Collection of Regulatory
Fees for Fiscal Year 2012, Report and Order, 27 FCC
Rcd 8390, 8395-97, paras. 17-20, 24-26 (2012) (FY
2012 Report and Order).

103 Office of Management and Budget (OMB)
Memorandum M-10-06, Open Government
Directive, Dec. 8, 2009; see also http://
www.whitehouse.gov/the-press-office/2011/06/13/
executive-order-13576-delivering-efficient-effective-
and-accountable-gov.

payments and receipts.1%4 Going
paperless is expected to produce cost
savings, reduce errors, and improve
efficiencies across government.
Accordingly, beginning on October 1,
2013, the Commission will no longer
accept checks (including cashier’s
checks) and the accompanying
hardcopy forms (e.g., Form 159’s, Form
159-B’s, Form 159-E’s, Form 159-W'’s)
for the payment of regulatory fees. This
new paperless procedure will require
that all payments be made by online
ACH payment, online credit card, or
wire transfer. Any other form of
payment (e.g., checks) will be rejected
and sent back to the payor. So that the
Commission can associate the wire
payment with the correct regulatory fee
information, an accompanying Form
159-E should still be transmitted via fax
for wire transfers. This change will
affect all payments of regulatory fees
made on or after October 1, 2013.105

3. Transfers to Treasury, FY 2014

48. Under section 9 of the Act,
Commission rules, and the debt
collection laws, a licensee’s regulatory
fee is due on the first day of the fiscal
year and payable at a date established
by our annual regulatory fee Report and
Order. The Commission will work with
Treasury to facilitate end-to-end billing
and collections capabilities for our
receivables in the pre-delinquency
stage. Under these revised procedures,
the Commission will begin transferring
appropriate receivables (unpaid
regulatory fees) to Treasury at the end
of the payment period instead of waiting
for a period of 180 days from the date
of delinquency to transfer a delinquent
debt to Treasury for further collection
action.196 Accordingly, we anticipate
that the transfer of FY 2013 debts to
Treasury will occur much sooner than
our current process. Regulatees,
however, will not likely see any
substantial change in the current
procedures of how past due debts are to
be paid. The Commission expects to
modify its guidance and amend its rules
accordingly.

104 See U.S. Department of the Treasury, Open
Government Plan 2.1, Sept. 2012.

105 Payors should note that this change will mean
that to the extent certain entities have to date paid
both regulatory fees and application fees at the
same time via paper check, they will no longer be
able to do so as the regulatory fees payment via
paper check will no longer be accepted.

106 See 31 U.S.C. 3711(g); 31 CFR 285.12; 47 CFR
1.1917.
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V. Procedural Matters
A. Assessment Notifications

1. CMRS Cellular and Mobile Services
Assessments

49. For regulatory fee collection in FY
2013, we will continue to follow our
current procedures for conveying CMRS
subscriber counts to providers. We will
mail an initial assessment letter to
Commercial Mobile Radio Service
(CMRS) providers using data from the
Numbering Resource Utilization
Forecast (NRUF) report that is based on
“assigned” number counts that have
been adjusted for porting to net Type 0
ports (“in”” and “‘out”).107 The letter will
include a listing of the carrier’s
Operating Company Numbers (OCNs)
upon which the assessment is based.108
The letters will not include OCNs with
their respective assigned number
counts, but rather, an aggregate total of
assigned numbers for each carrier.

50. A carrier wishing to revise its
subscriber count can do so by accessing
Fee Filer after receiving its initial CMRS
assessment letter. Providers should
follow the prompts in Fee Filer to
record their subscriber revisions, along
with any supporting documentation.109
The Commission will then review the
revised count and supporting
documentation and either approve or
disapprove the submission in Fee Filer.
If the submission is disapproved, the
Commission will contact the provider to
afford the provider an opportunity to
discuss its revised subscriber count and/
or provide additional supporting
documentation. If we receive no
response or correction to the initial
assessment letter, or we do not reverse
our initial disapproval of the provider’s
revised count submission, we expect the
fee payment to be based on the number
of subscribers listed on the initial
assessment letter. Once the timeframe
for revision has passed, the subscriber
counts are final and are the basis upon
which CMRS regulatory fees are
expected to be paid. Providers can also
view their final subscriber counts online
in Fee Filer. A final CMRS assessment
letter will not be mailed out.

51. Because some carriers do not file
the NRUF report, they may not receive

107 See Assessment and Collection of Regulatory
Fees for Fiscal Year 2005 and Assessment and
Collection of Regulatory Fees for Fiscal Year 2004,
MD Docket Nos. 05-59 and 04-73, Report and
Order and Order on Reconsideration, 20 FCC Rcd
12259, 12264, paras. 38—44 (2005).

108 Id

109n the supporting documentation, the provider
will need to state a reason for the change, such as
a purchase or sale of a subsidiary, the date of the
transaction, and any other pertinent information
that will help to justify a reason for the change.

an initial assessment letter. In these
instances, the carriers should compute
their fee payment using the standard
methodology that is currently in place
for CMRS Wireless services (i.e.,
compute their subscriber counts as of
December 31, 2012), and submit their
fee payment accordingly. Whether a
carrier receives an assessment letter or
not, the Commission reserves the right
to audit the number of subscribers for
which regulatory fees are paid. In the
event that the Commission determines
that the number of subscribers paid is
inaccurate, the Commission will bill the
carrier for the difference between what
was paid and what should have been

paid.
B. Payment of Regulatory Fees

1. Lock Box Bank

52. All lock box payments to the
Commission for FY 2013 will be
processed by U.S. Bank, St. Louis,
Missouri, and payable to the FCC.
During the fee season for collecting FY
2013 regulatory fees, regulatees can pay
their fees by credit card through
Pay.gov,110 by check, money order, or
debit card,? or by placing their credit
card number on Form 159-E
(Remittance Advice form) and mailing
their fee and accompanying Form 159—
E to the following address: Federal
Communications Commission,
Regulatory Fees, P.O. Box 979084, St.
Louis, MO 63197-9000. Additional
payment options and instructions are
posted at http://transition.fcc.gov/fees/
regfees.html.

2. Receiving Bank for Wire Payments

53. The receiving bank for all wire
payments is the Federal Reserve Bank,
New York, New York (TREAS NYC).
When making a wire transfer, regulatees

110n accordance with U.S. Treasury Financial
Manual Announcement No. A-2012-02, the U.S.
Treasury will reject credit card transactions greater
than $49,999.99 from a single credit card in a single
day. This includes online transactions conducted
via Pay.gov, transactions conducted via other
channels, and direct-over-the counter transactions
made at a U.S. Government facility. Individual
credit card transactions larger than the $49,999.99
limit may not be split into multiple transactions
using the same credit card, whether or not the split
transactions are assigned to multiple days. Splitting
a transaction violates card network and Financial
Management Service (FMS) rules. However, credit
card transactions exceeding the daily limit may be
split between two or more different credit cards.
Other alternatives for transactions exceeding the
$49,999.99 credit card limit include payment by
check, electronic debit from your bank account, and
wire transfer.

111]n accordance with U.S. Treasury Financial
Manual Announcement No. A-2012-02, the
maximum dollar-value limit for debit card
transactions will be eliminated. It should also be
noted that only Visa and MasterCard branded debit
cards are accepted by Pay.gov.

must fax a copy of their Fee Filer
generated Form 159-E to U.S. Bank, St.
Louis, Missouri at (314) 418—4232 at
least one hour before initiating the wire
transfer (but on the same business day)
so as not to delay crediting their
account. Regulatees should discuss
arrangements (including bank closing
schedules) with their bankers several
days before they plan to make the wire
transfer to allow sufficient time for the
transfer to be initiated and completed
before the deadline. Complete
instructions for making wire payments
are posted at http://transition.fcc.gov/
fees/wiretran.html.

3. De Minimis Regulatory Fees

54. Regulatees whose total FY 2013
regulatory fee liability, including all
categories of fees for which payment is
due, is less than $10 are exempted from
payment of FY 2013 regulatory fees.

4. Two Additional Fee Categories Will
Be Established as Bills in FY 2013

55. Presently, the Commission
establishes bills for a select group of
regulatory fee categories: ITSPs,
Geostationary (GSO) and Non-
Geostationary (NGSO) satellite space
station licensees,112 holders of Cable
Television Relay Service (CARS)
licenses, and Earth Station licensees.113
In FY 2009, the Commission stopped
sending hardcopy bills to licensees, and
made them electronically available in
Fee Filer, the Commission’s electronic
filing and payment system. During the
FY 2013 regulatory fee collection
period, the Commission will expand its
number of billing categories to include
BRS/LMDS and Television Stations.
There will be no change in the
procedures of how BRS/LMDS and
television station licensees view and
pay their regulatory fees. The only
noticeable difference will be that a bill
number will be associated with each
record for the BRS/LMDS and television
station fee categories. This bill number
will enable the Commission to

112 Geostationary orbit space station (GSO)
licensees received regulatory fee pre-bills for
satellites that (1) were licensed by the Commission
and operational on or before October 1 of the
respective fiscal year; and (2) were not co-located
with and technically identical to another
operational satellite on that date (i.e., were not
functioning as a spare satellite). Non-geostationary
orbit space station (NGSO) licensees received
regulatory fee pre-bills for systems that were
licensed by the Commission and operational on or
before October 1 of the respective fiscal year.

113 A bill is considered an account receivable in
the Commission’s accounting system. Bills reflect
the amount owed and have a payment due date of
the last day of the regulatory fee payment window.
Consequently, if a bill is not paid by the due date,
it becomes delinquent and is subject to our debt
collection procedures. See also 47 GFR 1.1161(c),
1.1164(f)(5), and 1.1910.
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determine more quickly those entities
that have not paid their FY 2013
regulatory fees. This initiative is part of
the Commission’s effort to streamline
and expedite the process of regulatory
fee collection and accounting.

5. Standard Fee Calculations and
Payment Dates

56. The Commission will accept fee
payments made in advance of the
window for the payment of regulatory
fees. The responsibility for payment of
fees by service category is as follows:

e Media Services: Regulatory fees
must be paid for initial construction
permits that were granted on or before
October 1, 2012 for AM/FM radio
stations, VHF/UHF full service
television stations, and satellite
television stations. Regulatory fees must
be paid for all broadcast facility licenses
granted on or before October 1, 2012. In
instances where a permit or license is
transferred or assigned after October 1,
2012, responsibility for payment rests
with the holder of the permit or license
as of the fee due date.

e Wireline (Common Carrier)
Services: Regulatory fees must be paid
for authorizations that were granted on
or before October 1, 2012. In instances
where a permit or license is transferred
or assigned after October 1, 2012,
responsibility for payment rests with the
holder of the permit or license as of the
fee due date. Audio bridging service
providers are included in this
category.114

o Wireless Services: CMRS cellular,
mobile, and messaging services (fees
based on number of subscribers or
telephone number count): Regulatory
fees must be paid for authorizations that
were granted on or before October 1,
2012. The number of subscribers, units,
or telephone numbers on December 31,
2012 will be used as the basis from
which to calculate the fee payment. In
instances where a permit or license is
transferred or assigned after October 1,
2012, responsibility for payment rests
with the holder of the permit or license
as of the fee due date.

e The first eleven regulatory fee
categories in our Schedule of Regulatory
Fees (see Table 3 pay “‘small multi-year
wireless regulatory fees.” Entities pay
these regulatory fees in advance for the
entire amount of their five-year or ten-
year term of initial license, and only pay
regulatory fees again when the license is
renewed or a new license is obtained.
We include these fee categories in our
Schedule of Regulatory Fees to
publicize our estimates of the number of

114 Audio bridging services are toll
teleconferencing services.

“small multi-year wireless” licenses
that will be renewed or newly obtained
in FY 2013.

e Multichannel Video Programming
Distributor Services (cable television
operators and CARS licensees):
Regulatory fees must be paid for the
number of basic cable television
subscribers as of December 31, 2012.115
Regulatory fees also must be paid for
CARS licenses that were granted on or
before October 1, 2012. In instances
where a permit or license is transferred
or assigned after October 1, 2012,
responsibility for payment rests with the
holder of the permit or license as of the
fee due date.

o International Services: Regulatory
fees must be paid for earth stations,
geostationary orbit space stations, and
non-geostationary orbit satellite systems
that were licensed and operational on or
before October 1, 2012. In instances
where a permit or license is transferred
or assigned after October 1, 2012,
responsibility for payment rests with the
holder of the permit or license as of the
fee due date.

e International Services: Submarine
Cable Systems: Regulatory fees for
submarine cable systems are to be paid
on a per cable landing license basis
based on circuit capacity as of December
31, 2012. In instances where a license is
transferred or assigned after October 1,
2012, responsibility for payment rests
with the holder of the license as of the
fee due date. For regulatory fee
purposes, the allocation in FY 2013 will
remain at 87.6 percent for submarine
cable and 12.4 percent for satellite/
terrestrial facilities.

e International Services: Terrestrial
and Satellite Services: Regulatory fees
for International Bearer Circuits are to
be paid by facilities-based common
carriers that have active (used or leased)
international bearer circuits as of
December 31, 2012 in any terrestrial or
satellite transmission facility for the
provision of service to an end user or
resale carrier, which includes active
circuits to themselves or to their
affiliates. In addition, non-common
carrier satellite operators must pay a fee
for each circuit sold or leased to any
customer, including themselves or their

115 Cable television system operators should
compute their number of basic subscribers as
follows: Number of single family dwellings +
number of individual households in multiple
dwelling unit (apartments, condominiums, mobile
home parks, etc.) paying at the basic subscriber rate
+ bulk rate customers + courtesy and free service.
Note: Bulk-Rate Customers = Total annual bulk-rate
charge divided by basic annual subscription rate for
individual households. Operators may base their
count on “a typical day in the last full week” of
December 2012, rather than on a count as of
December 31, 2012.

affiliates, other than an international
common carrier authorized by the
Commission to provide U.S.
international common carrier services.
“Active circuits” for these purposes
include backup and redundant circuits
as of December 31, 2012. Whether
circuits are used specifically for voice or
data is not relevant for purposes of
determining that they are active circuits.
In instances where a permit or license

is transferred or assigned after October
1, 2012, responsibility for payment rests
with the holder of the permit or license
as of the fee due date. For regulatory fee
purposes, the allocation in FY 2013 will
remain at 87.6 percent for submarine
cable and 12.4 percent for satellite/
terrestrial facilities.

C. Enforcement

57. To be considered timely,
regulatory fee payments must be
received and stamped at the lockbox
bank by the due date of regulatory fees.
Section 9(c) of the Act requires us to
impose a late payment penalty of 25
percent of the unpaid amount to be
assessed on the first day following the
deadline date for filing of these fees.116
Failure to pay regulatory fees and/or any
late penalty will subject regulatees to
sanctions, including those set forth in
section 1.1910 of the Commission’s
rules 117 and in the Debt Collection
Improvement Act of 1996 (DCIA).118 We
also assess administrative processing
charges on delinquent debts to recover
additional costs incurred in processing
and handling the related debt pursuant
to the DCIA and section 1.1940(d) of the
Commission’s rules.11® These
administrative processing charges will
be assessed on any delinquent
regulatory fee, in addition to the 25
percent late charge penalty. In case of
partial payments (underpayments) of
regulatory fees, the payor will be given
credit for the amount paid, but if it is
later determined that the fee paid is
incorrect or not timely paid, then the 25
percent late charge penalty (and other
charges and/or sanctions, as
appropriate) will be assessed on the
portion that is not paid in a timely
manner.

11647 U.S.C. 159(c).

117 See 47 CFR 1.1910.

118 Delinquent debt owed to the Commission
triggers application of the ‘“red light rule” which
requires offsets or holds on pending disbursements.
47 CFR 1.1910. In 2004, the Commission adopted
rules implementing the requirements of the DCIA.
See Amendment of Parts 0 and 1 of the
Commission’s Rules, MD Docket No. 02—-339, Report
and Order, 19 FCC Rcd 6540 (2004); 47 CFR part
1, subpart O, Collection of Claims Owed the United
States.

11947 CFR 1.1940(d).
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58. We will withhold action on any
applications or other requests for
benefits filed by anyone who is
delinquent in any non-tax debts owed to
the Commission (including regulatory
fees) and will ultimately dismiss those
applications or other requests if
payment of the delinquent debt or other
satisfactory arrangement for payment is
not made.120 Failure to pay regulatory
fees can also result in the initiation of
a proceeding to revoke any and all
authorizations held by the entity
responsible for paying the delinquent
fee(s).

59. As a final matter, we note that
providing a 30 day period after Federal
Register publication before this Report
and Order becomes effective as required
by 5 U.S.C. 553(d) will not allow
sufficient time for the Commission to
collect the FY 2013 fees before the end
of FY 2013 on September 30, 2013. For
this reason, pursuant to 5 U.S.C.
553(d)(3) the Commission finds there is
good cause to waive the requirements of
Section 553(d), and this Report and
Order will become effective upon
publication in the Federal Register.
Because payments of the regulatory fees
will not actually be due until the middle
of September persons affected by this
Order will still have a reasonable period
in which to prepare to make their
payments and thereby comply with the
rules established herein.

VI. Conclusion

60. In this Report and Order we
reallocate regulatory fees to more
accurately reflect the subject areas
worked on by current Commission FTEs
for FY 2013. We consider this our first
step toward reforming the regulatory fee
process and will continue to refine our
regulatory fee methodology to achieve

equitable results that are consistent with
section 9 of the Act.

Table 5—Factors, Measurements, and
Calculations That Determines Station
Signal Contours and Associated
Population Coverages

AM Stations

61. For stations with nondirectional
daytime antennas, the theoretical
radiation was used at all azimuths. For
stations with directional daytime
antennas, specific information on each
day tower, including field ratio, phase,
spacing, and orientation was retrieved,
as well as the theoretical pattern root-
mean-square of the radiation in all
directions in the horizontal plane
(“RMS”) figure (milliVolt per meter
(mV/m) @ 1 km) for the antenna system.
The standard, or augmented standard if
pertinent, horizontal plane radiation
pattern was calculated using techniques
and methods specified in sections
73.150 and 73.152 of the Commission’s
rules.121 Radiation values were
calculated for each of 360 radials
around the transmitter site. Next,
estimated soil conductivity data was
retrieved from a database representing
the information in FCC Figure R3.122
Using the calculated horizontal
radiation values, and the retrieved soil
conductivity data, the distance to the
principal community (5 mV/m) contour
was predicted for each of the 360
radials. The resulting distance to
principal community contours were
used to form a geographical polygon.
Population counting was accomplished
by determining which 2010 block
centroids were contained in the
polygon. (A block centroid is the center
point of a small area containing
population as computed by the U.S.
Census Bureau.) The sum of the

population figures for all enclosed
blocks represents the total population
for the predicted principal community
coverage area.

FM Stations

62. The greater of the horizontal or
vertical effective radiated power
(“ERP”’) (kW) and respective height
above average terrain (“HAAT”) (m)
combination was used. Where the
antenna height above mean sea level
(“HAMSL”’) was available, it was used
in lieu of the average HAAT figure to
calculate specific HAAT figures for each
of 360 radials under study. Any
available directional pattern information
was applied as well, to produce a radial-
specific ERP figure. The HAAT and ERP
figures were used in conjunction with
the Field Strength (50-50) propagation
curves specified in 47 CFR 73.313 of the
Commission’s rules to predict the
distance to the principal community (70
dBu (decibel above 1 microVolt per
meter) or 3.17 mV/m) contour for each
of the 360 radials.223 The resulting
distance to principal community
contours were used to form a
geographical polygon. Population
counting was accomplished by
determining which 2010 block centroids
were contained in the polygon. The sum
of the population figures for all enclosed
blocks represents the total population
for the predicted principal community
coverage area.

Table 6—FY 2012 Schedule of
Regulatory Fees

The first eleven regulatory fee
categories in the table below are
collected by the Commission in advance
to cover the term of the license and are
submitted at the time the application is

filed.

Fee category

Annual regulatory

PLMRS (per license) (Exclusive Use) (47 CFR part 90)

Microwave (per license) (47 CFR part 101)

218-219 MHz (Formerly Interactive Video Data Service) (per license) (47 CFR part 95) ..
Marine (Ship) (per station) (47 CFR part 80) ....

Marine (Coast) (per license) (47 CFR part 80)

General Mobile Radio Service (per license) (47 CFR part 95) .......cccccceveeiieenieeenienn.
Rural Radio (47 CFR part 22) (previously listed under the Land Mobile category) ..
PLMRS (Shared Use) (per license) (47 CFR part 90)
Aviation (Aircraft) (per station) (47 CFR part 87)
Aviation (Ground) (per license) (47 CFR part 87)
Amateur Vanity Call Signs (per call sign) (47 CFR part 97) ......ccccocoiiiiiiiiniiiieeieeee
CMRS Mobile/Cellular Services (per unit) (47 CFR parts 20, 22, 24, 27, 80 and 90) .
CMRS Messaging Services (per unit) (47 CFR parts 20, 22, 24 and 90) ...........c........
Broadband Radio Service (formerly MMDS/MDS) (per license) (47 CFR part 27) ...
Local Multipoint Distribution Service (per call sign) (47 CFR, part 101)

AM Radio Construction Permits

120 See 47 CFR 1.1161(c), 1.1164(f)(5), and 1.1910.
12147 CFR 73.150 and 73.152.

122 See Map of Estimated Effective Ground
Conductivity in the United States, 47 CFR 73.190
Figure R3.

12347 CFR 73.313
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Fee category

Annual regulatory

fee
(U.S. $'s)

FM Radio Construction Permits
TV (47 CFR part 73) VHF Commercial:
Markets 1-10
Markets 11-25
Markets 26-50
Markets 51-100
Remaining Markets ...
Construction Permits
TV (47 CFR part 73) UHF Commercial:
Markets 1-10
Markets 11-25 ....
Markets 26-50 ....
Markets 51-100
Remaining Markets ...
Construction Permits
Satellite Television Stations (All Markets)

Construction Permits—Satellite Television Stations
Low Power TV, Class A TV, TV/FM Translators & Boosters (47 CFR part 74) ....

Broadcast Auxiliaries (47 CFR part 74) ...
CARS (47 CFR part 78)

Cable Television Systems (per subscriber) (47 CFR part 76)
Interstate Telecommunication Service Providers (per revenue dollar) ..

Earth Stations (47 CFR part 25)

Space Stations (per operational station in geostationary orbit) (47 CFR part 25) also includes DBS Service (per operational

station) (47 CFR part 100).

Space Stations (per operational system in non-geostationary orbit) (47 CFR part 25)
International Bearer Circuits—Terrestrial/Satellites (per 64KB circuit)

International Bearer Circuits—Submarine Cable

700

80,075
73,475
39,800
20,925
5,825
5,825

35,350
32,625
21,925

132,875

143,150
.26
See Table Below

FY 2012 RADIO STATION REGULATORY FEES

FM FM
. AM Class | AM Class | AM Class | AM Class | Classes Classes
Population served A B ¢ D A B1& | B.C,Co,
C3 C1 &C2
<= 25,000 ..euiiieeiee e e e e e ae e s e e e e e aaae e e earaeeenraeas $725 $600 $550 $625 $700 $875
25,001-75,000 .... 1,475 1,225 850 950 1,425 1,550
75,001=150,000 ...ooooviieeiiieeeiiee e et e e e e e e e e enr e e e enaeas 2,200 1,525 1,125 1,600 1,950 2,875
150,001-500,000 ....oovmerrmerunininnineeuiie e e eas 3,300 2,600 1,675 1,900 3,025 3,750
500,001=1,200,000 .....eiiiieiiieieeateesiee et e e e e se e b nae e saee e 4,775 3,975 2,800 3,175 4,800 5,525
1,200,001=3,000,00 ...cceoeirieiriieiieeiiiecieesieeesreeeeeeste e aeesreesraeeeseesneenseaennas 7,350 6,100 4,200 5,075 7,800 8,850
53,000,000 ...cviiiiiieiiee ettt e e et e e et e aeeeareeeteeeareereean 8,825 7,325 5,325 6,350 9,950 11,500

FY 2012 SCHEDULE OF REGULATORY FEES

[International Bearer Circuits—Submarine Cable]

Submarine cable systems

(capacity as of December 31, 2011) Fee amount Address
< 2.5 GDPS o $13,300 | FCC, International, P.O. Box 979084, St. Louis, MO 63197-9000.
2.5 Gbps or greater, but less than 5 Gbps 26,600 | FCC, International, P.O. Box 979084, St. Louis, MO 63197-9000.
5 Gbps or greater, but less than 10 Gbps 53,200 | FCC, International, P.O. Box 979084, St. Louis, MO 63197-9000.
10 Gbps or greater, but less than 20 106,375 | FCC, International, P.O. Box 979084, St. Louis, MO 63197-9000.

Gbps.
20 Gbps or greater .........ccccoeeviieiiiiiinnnns 212,750 | FCC, International, P.O. Box 979084, St. Louis, MO 63197-9000.

Final Regulatory Flexibility Analysis

1. As required by the Regulatory
Flexibility Act of 1980, as amended
(RFA),124 an Initial Regulatory
Flexibility Analysis (IRFA) was

1245 U.S.C. 603. The RFA, 5 U.S.C. 601-612 has
been amended by the Small Business Regulatory
Enforcement Fairness Act of 1996 (SBREFA), Public
Law 104-121, Title I, 110 Stat. 847 (1996).

included in the FY 2013 NPRM. The
Commission sought written public
comment on the proposals in the FY
2013 NPRM, including comment on the
IRFA. This Final Regulatory Flexibility
Analysis (FRFA) conforms to the
IRFA.125

1255 U.S.C. 604.

A. Need for, and Objectives of, the
Report and Order

2. In this Report and Order, we
conclude the Assessment and Collection
of Regulatory Fees for Fiscal Year (FY)
2013 proceeding to collect $339,844,000
in regulatory fees for FY 2013, pursuant
to Section 9 of the Communications
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Act 126 and the FY 2013 Continuing
Appropriations Resolution.127 These
regulatory fees will be due in September
2013. Under section 9 of the
Communications Act, regulatory fees are
mandated by Congress and collected to
recover the regulatory costs associated
with the Commission’s enforcement,
policy and rulemaking, user
information, and international
activities.128 In the F'Y 2013 NPRM we
sought comment on our annual process
of assessing regulatory fees to cover the
Commission’s costs to offset the
Commission’s FY 2013 appropriation, as
directed by Congress. We also sought
comment in the FY 2013 NPRM on
reforming and revising our regulatory
fee schedule for FY 2013 and beyond to
take into account changes in the
communications industry and changes
in the Commission’s regulatory
processes and staffing in recent years.

3. The FY 2013 NPRM sought
comment on, among other things,
reallocating: (1) Direct FTEs 129
currently allocated to the Interstate
Telecommunications Service Providers
(ITSPs) fee category and other fee
categories to reflect current workloads
devoted to these subject areas; and (2)
FTEs in the International Bureau to
more accurately reflect the
Commission’s regulation and oversight
of the International Bureau regulatees,
because many of the International
Bureau FTEs devote their time on issues
international in nature, but not
necessarily pertaining to the
International Bureau regulatees. The
Report and Order adopts these
proposals, together with a limit on any
increase in assessments to 7.5 percent to
avoid fee shock to industry segments
paying higher regulatory fees as a result
of reallocation. In addition, for FY 2014,
the Report and Order adds Internet
Protocol TV (IPTV) to the cable
television category because by assessing
regulatory fees on cable television
systems but not on IPTV, we may place

126 47 U.S.C. 159(a).

127In FY 2013, the Consolidated and Further
Continuing Appropriations Act, Public Law 113-6
(2013) at Division F authorizes the Commission to
collect offsetting regulatory fees at the level
provided to the Commission’s FY 2012
appropriation of $339,844.00. See Financial
Services and General Government Appropriations
Act, 2012, Division C of Public Law 112-74, 125
Stat. 108-9 (2011).

12847 U.S.C. 159(a).

129 One FTE, typically called a “Full Time
Equivalent,” is a unit of measure equal to the work
performed annually by a full time person (working
a 40 hour workweek for a full year) assigned to the
particular job, and subject to agency personnel
staffing limitations established by the U.S. Office of
Management and Budget. Any reference to FTE or
“Full Time Employee” used herein refers to such
Full Time Equivalent.

cable providers at a competitive
disadvantage. The Report and Order
also combines UHF and VHF fee
categories, also for FY 2014, because
after the digital conversion there was no
longer a basis in which to assess a
higher regulatory fee on VHF channels.

4. The Report and Order also clarifies
that licensees of Digital Low Power,
Class A, and TV Translators/Boosters
should pay only one regulatory fee on
their analog or digital station, but not
both. During the transition from analog
to digital, licensees of Low Power, Class
A, and TV Translator/Booster facilities
may be operating in analog mode, in
digital mode, or in an analog and digital
simulcast mode. Therefore, for
regulatory fee purposes, the
Commission will assess a fee for each
facility operating either in an analog or
digital mode. In instances in which a
licensee is simulcasting in both analog
and digital modes, a single regulatory
fee will be assessed for the analog
facility and its corresponding digital
component, but not for both facilities. In
addition, the Report and Order
announces that effective in FY 2014 all
regulatory fee payments must be made
electronically. The Report and Order
also states that beginning in FY 2014 the
Commission will no longer mail out
initial regulatory fee assessments to
CMRS licensees. Finally, the
Commission will refer to the
Department of the Treasury end-to-end
billing and collection beginning in FY
2014.

B. Summary of the Significant Issues
Raised by the Public Comments in
Response to the IRFA

5. Fireweed Communications and
Jeremy Lansman filed joint comments to
the IRFA. They contend that the
proposals in the FY 2013 NPRM greatly
increase the reporting burden on small
broadcasting entities requesting a fee
waiver.130 They also contend that the
IRFA does not describe significant
alternatives to the proposed rules or
exemptions for small entities.?3? The
Schedule of Regulatory Fees to be paid
by radio and television broadcasters,
which appears at 47 CFR 1153, takes
into account the size of the market and/
or size of the population served by the
various classes of television and radio
stations. Thus, consideration for smaller
stations is already built in to the
Commission’s regulatory fee structure.
Any station experiencing financial
hardship from the fee increase adopted
today can file for a waiver pursuant to

130 Comments of Fireweed Communications and
Jeremy Landsman at 2.
131 [d,

47 CFR 1.116. This Report and Order
makes no change in the fee waiver
procedure for any entities seeking a
waiver. We have not proposed any
changes in our regulatory fee process for
small entities. We have not increased
the reporting burden on small entities in
this proceeding. These commenters
appear to be seeking a change in the
waiver process, which is outside the
scope of this proceeding.

C. Description and Estimate of the
Number of Small Entities to Which the
Rules Will Apply

6. The RFA directs agencies to
provide a description of, and where
feasible, an estimate of the number of
small entities that may be affected by
the proposed rules and policies, if
adopted.?32 The RFA generally defines
the term ““small entity” as having the
same meaning as the terms ‘““small
business,” “small organization,”” and
“small governmental jurisdiction.” 133
In addition, the term “‘small business”
has the same meaning as the term
“small business concern” under the
Small Business Act.134 A “small
business concern” is one which: (1) Is
independently owned and operated; (2)
is not dominant in its field of operation;
and (3) satisfies any additional criteria
established by the SBA.135 Nationwide,
there are a total of approximately 27.9
million small businesses, according to
the SBA.136

8. Wired Telecommunications
Carriers. The SBA has developed a
small business size standard for Wired
Telecommunications Carriers, which
consists of all such companies having
1,500 or fewer employees. Census data
for 2007 shows that there were 31,996
establishments that operated that year.
Of those 31,996, 1,818 operated with
more than 100 employees, and 30,178
operated with fewer than 100
employees.137 Thus, under this size
standard, the majority of firms can be
considered small.

9. Local Exchange Carriers (LECs).
Neither the Commission nor the SBA

1325 U.S.C. 603(b)(3).

1335 U.S.C. 601(6).

1345 U.S.C. 601(3) (incorporating by reference the
definition of “small-business concern” in the Small
Business Act, 15 U.S.C. 632). Pursuant to 5 U.S.C.
601(3), the statutory definition of a small business
applies ‘“‘unless an agency, after consultation with
the Office of Advocacy of the Small Business
Administration and after opportunity for public
comment, establishes one or more definitions of
such term which are appropriate to the activities of
the agency and publishes such definition(s) in the
Federal Register.”

13515 U.S.C. 632.

136 See SBA, Office of Advocacy, “Frequently
Asked Questions,” http://www.sba.gov/sites/
default/files/FAQ_Sept 2012.pdf.

137 See id.
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http://www.sba.gov/sites/default/files/FAQ_Sept_2012.pdf
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has developed a size standard for small
businesses specifically applicable to
local exchange services. The closest
applicable size standard under SBA
rules is for Wired Telecommunications
Carriers. Under that size standard, such
a business is small if it has 1,500 or
fewer employees.138 According to
Commission data, census data for 2007
shows that there were 31,996
establishments that operated that year.
Of those 31,996, 1,818 operated with
more than 100 employees, and 30,178
operated with fewer than 100
employees.139 The Commission
estimates that most providers of local
exchange service are small entities that
may be affected by the rules and
policies proposed in the FY 2013
NPRM.

10. Incumbent LECs. Neither the
Commission nor the SBA has developed
a small business size standard
specifically for incumbent local
exchange services. The closest
applicable size standard under SBA
rules is for the category Wired
Telecommunications Carriers. Under
that size standard, such a business is
small if it has 1,500 or fewer
employees.140 According to
Commission data, 1,307 carriers
reported that they were incumbent local
exchange service providers.141 Of these
1,307 carriers, an estimated 1,006 have
1,500 or fewer employees and 301 have
more than 1,500 employees.142
Consequently, the Commission
estimates that most providers of
incumbent local exchange service are
small businesses that may be affected by
the rules and policies proposed in the
FY 2013 NPRM.

11. Competitive Local Exchange
Carriers (Competitive LECs),
Competitive Access Providers (CAPs),
Shared-Tenant Service Providers, and
Other Local Service Providers. Neither
the Commission nor the SBA has
developed a small business size
standard specifically for these service
providers. The appropriate size standard
under SBA rules is for the category
Wired Telecommunications Carriers.
Under that size standard, such a
business is small if it has 1,500 or fewer
employees.143 According to
Commission data, 1,442 carriers
reported that they were engaged in the

13813 CFR 121.201, NAICS code 517110.

139 See id.

14013 CFR 121.201, NAICS code 517110.

141 See Trends in Telephone Service, Federal
Communications Commission, Wireline
Competition Bureau, Industry Analysis and
Technology Division at Table 5.3 (Sept. 2010)
(Trends in Telephone Service).

142]d.

14313 CFR 121.201, NAICS code 517110.

provision of either competitive local
exchange services or competitive access
provider services.14¢ Of these 1,442
carriers, an estimated 1,256 have 1,500
or fewer employees and 186 have more
than 1,500 employees.145 In addition, 17
carriers have reported that they are
Shared-Tenant Service Providers, and
all 17 are estimated to have 1,500 or
fewer employees.146 In addition, 72
carriers have reported that they are
Other Local Service Providers.147 Of the
72, seventy have 1,500 or fewer
employees and two have more than
1,500 employees.148 Consequently, the
Commission estimates that most
providers of competitive local exchange
service, competitive access providers,
Shared-Tenant Service Providers, and
Other Local Service Providers are small
entities that may be affected by rules
adopted pursuant to the proposals in
this FY 2013 NPRM.

12. Interexchange Carriers (IXCs).
Neither the Commission nor the SBA
has developed a small business size
standard specifically applicable to
interexchange services. The applicable
size standard under SBA rules is for the
Wired Telecommunications Carriers.
Under that size standard, such a
business is small if it has 1,500 or fewer
employees.149 According to
Commission data, 359 companies
reported that their primary
telecommunications service activity was
the provision of interexchange
services.150 Of these 359 companies, an
estimated 317 have 1,500 or fewer
employees and 42 have more than 1,500
employees.151 Consequently, the
Commission estimates that the majority
of interexchange service providers are
small entities that may be affected by
rules adopted pursuant to the FY 2013
NPRM.

13. Prepaid Calling Card Providers.
Neither the Commission nor the SBA
has developed a small business size
standard specifically for prepaid calling
card providers. The appropriate size
standard under SBA rules is for the
category Telecommunications Resellers.
Under that size standard, such a
business is small if it has 1,500 or fewer
employees.?52 Census data for 2007
show that 1,716 establishments
provided resale services during that
year. Of that number, 1,674 operated
with fewer than 99 employees and 42

144 See Trends in Telephone Service, at tbl. 5.3.
145 Id

146 Id.

147 Id'

148 Id

14913 CFR 121.201, NAICS code 517110.

150 See Trends in Telephone Service, at tbl. 5.3.
151 Id

15213 CFR 121.201, NAICS code 517911.

operated with more than 100
employees.153 Thus under this category
and the associated small business size
standard, the majority of these prepaid
calling card providers can be considered
small entities. According to Commission
data, 193 carriers have reported that
they are engaged in the provision of
prepaid calling cards.154 Of these, all
193 have 1,500 or fewer employees and
none have more than 1,500
employees.155 Consequently, the
Commission estimates that the majority
of prepaid calling card providers are
small entities that may be affected by
rules adopted pursuant to the FY 2013
NPREM.

14. Local Resellers. The SBA has
developed a small business size
standard for the category of
Telecommunications Resellers. Under
that size standard, such a business is
small if it has 1,500 or fewer
employees.156 Census data for 2007
show that 1,716 establishments
provided resale services during that
year. Of that number, 1,674 operated
with fewer than 99 employees and 42
operated with more than 100
employees.157 Under this category and
the associated small business size
standard, the majority of these local
resellers can be considered small
entities. According to Commission data,
213 carriers have reported that they are
engaged in the provision of local resale
services.158 Of these, an estimated 211
have 1,500 or fewer employees and two
have more than 1,500 employees.159
Consequently, the Commission
estimates that the majority of local
resellers are small entities that may be
affected by rules adopted pursuant to
the proposals in this FY 2013 NPRM.

15. Toll Resellers. The SBA has
developed a small business size
standard for the category of
Telecommunications Resellers. Under
that size standard, such a business is
small if it has 1,500 or fewer
employees.160 Census data for 2007
show that 1,716 establishments
provided resale services during that
year. Of that number, 1,674 operated
with fewer than 99 employees and 42
operated with more than 100

153 http://factfinder2.census.gov/faces/
tableservices/jsf/pages/
productview.xhtmlI?pid=ECN 2007 US
51SSSZ2&prodType=table.

154 See Trends in Telephone Service, at tbl. 5.3.

155 Id.

15613 CFR 121.201, NAICS code 517911.

157 http://factfinder2.census.gov/faces/
tableservices/jsf/pages/
productview.xhtmlI?pid=ECN 2007 US
51SSSZ2&prodType=table.

158 See Trends in Telephone Service, at tbl. 5.3.

159 Id.

16013 CFR 121.201, NAICS code 517911.
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http://factfinder2.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ECN_2007_US_51SSSZ2&prodType=table
http://factfinder2.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ECN_2007_US_51SSSZ2&prodType=table
http://factfinder2.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ECN_2007_US_51SSSZ2&prodType=table
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employees.161 Thus, under this category
and the associated small business size
standard, the majority of these resellers
can be considered small entities.
According to Commission data, 881
carriers have reported that they are
engaged in the provision of toll resale
services.162 Of these, an estimated 857
have 1,500 or fewer employees and 24
have more than 1,500 employees.163
Consequently, the Commission
estimates that the majority of toll
resellers are small entities that may be
affected by our proposals in the FY 2013
NPRM.

16. Other Toll Carriers. Neither the
Commission nor the SBA has developed
a size standard for small businesses
specifically applicable to Other Toll
Carriers. This category includes toll
carriers that do not fall within the
categories of interexchange carriers,
operator service providers, prepaid
calling card providers, satellite service
carriers, or toll resellers. The closest
applicable size standard under SBA
rules is for Wired Telecommunications
Carriers. Under that size standard, such
a business is small if it has 1,500 or
fewer employees.164 Census data for
2007 shows that there were 31,996
establishments that operated that year.
Of those 31,996, 1,818 operated with
more than 100 employees, and 30,178
operated with fewer than 100
employees.165 Thus, under this category
and the associated small business size
standard, the majority of Other Toll
Carriers can be considered small.
According to Commission data, 284
companies reported that their primary
telecommunications service activity was
the provision of other toll carriage.16¢ Of
these, an estimated 279 have 1,500 or
fewer employees and five have more
than 1,500 employees.167 Consequently,
the Commission estimates that most
Other Toll Carriers are small entities
that may be affected by the rules and
policies adopted pursuant to the FY
2013 NPRM.

17. Wireless Telecommunications
Carriers (except Satellite). Since 2007,
the SBA has recognized wireless firms
within this new, broad, economic
census category.168 Prior to that time,
such firms were within the now-
superseded categories of Paging and
Cellular and Other Wireless

161 http://factfinder2.census.gov/faces/
tableservices/jsf/pages/productview.xhtml?pid=
ECN_2007_US_51SSSZ2&prodType=table.

162 Trends in Telephone Service, at tbl. 5.3.

163 Id'

16413 CFR 121.201, NAICS code 517110.

165 Id'

166 Trends in Telephone Service, at tbl. 5.3.

167 Id'

168 13 CFR 121.201, NAICS code 517210.

Telecommunications.16® Under the
present and prior categories, the SBA
has deemed a wireless business to be
small if it has 1,500 or fewer
employees.170 For this category, census
data for 2007 show that there were
11,163 establishments that operated for
the entire year.171 Of this total, 10,791
establishments had employment of 999
or fewer employees and 372 had
employment of 1000 employees or
more.172 Thus, under this category and
the associated small business size
standard, the Commission estimates that
the majority of wireless
telecommunications carriers (except
satellite) are small entities that may be
affected by our proposed action.

18. Similarly, according to
Commission data, 413 carriers reported
that they were engaged in the provision
of wireless telephony, including cellular
service, Personal Communications
Service (PCS), and Specialized Mobile
Radio (SMR) Telephony services.173 Of
these, an estimated 261 have 1,500 or
fewer employees and 152 have more
than 1,500 employees.174 Consequently,
the Commission estimates that
approximately half or more of these
firms can be considered small. Thus,
using available data, we estimate that
the majority of wireless firms can be
considered small.

19. Cable Television and other
Program Distribution. Since 2007, these
services have been defined within the
broad economic census category of
Wired Telecommunications Carriers;
that category is defined as follows:
“This industry comprises
establishments primarily engaged in
operating and/or providing access to
transmission facilities and infrastructure
that they own and/or lease for the
transmission of voice, data, text, sound,
and video using wired
telecommunications networks.

169 J.S. Census Bureau, 2002 NAICS Definitions,
517211 Paging,” available at http://www.census.
gov/cgibin/sssd/naics/naicsrch?code=517211&
search=2002%20NAICS%20Search; U.S. Census
Bureau, 2002 NAICS Definitions, 517212 Cellular
and Other Wireless Telecommunications,” available
at http://www.census.gov/cgi-bin/sssd/naics/
naicsrch?code=517212&search=2002%20NAICS
%20Search.

17013 CFR 121.201, NAICS code 517210. The
now-superseded, pre-2007 CFR citations were 13
CFR 121.201, NAICS codes 517211 and 517212
(referring to the 2002 NAICS).

1711.8S. Census Bureau, Subject Series:
Information, Table 5, “Establishment and Firm Size:
Employment Size of Firms for the United States:
2007 NAICS Code 517210” (issued Nov. 2010).

172 ]d. Available census data do not provide a
more precise estimate of the number of firms that
have employment of 1,500 or fewer employees; the
largest category provided is for firms with “100
employees or more.”

173 Trends in Telephone Service, at tbl. 5.3.

174 Id.

Transmission facilities may be based on
a single technology or a combination of
technologies.” 175 The SBA has
developed a small business size
standard for this category, which is: all
such firms having 1,500 or fewer
employees.176 Census data for 2007
shows that there were 31,996
establishments that operated that year.
Of those 31,996, 1,818 had more than
100 employees, and 30,178 operated
with fewer than 100 employees. Thus
under this size standard, the majority of
firms offering cable and other program
distribution services can be considered
small and may be affected by rules
adopted pursuant to the FY 2013 NPRM.

20. Cable Companies and Systems.
The Commission has developed its own
small business size standards, for the
purpose of cable rate regulation. Under
the Commission’s rules, a ““small cable
company’’ is one serving 400,000 or
fewer subscribers, nationwide.177
Industry data indicate that, of 1,076
cable operators nationwide, all but
eleven are small under this size
standard.1”8 In addition, under the
Commission’s rules, a “small system” is
a cable system serving 15,000 or fewer
subscribers.179 Industry data indicate
that, of 6,635 systems nationwide, 5,802
systems have under 10,000 subscribers,
and an additional 302 systems have
10,000-19,999 subscribers.180 Thus,
under this second size standard, most
cable systems are small and may be
affected by rules adopted pursuant to
the FY 2013 NPRM.

21. All Other Telecommunications.
The Census Bureau defines this industry
as including “establishments primarily
engaged in providing specialized

1751.S. Census Bureau, 2007 NAICS Definitions,
“517110 Wired Telecommunications Carriers”
(partial definition), available at http://www.census.
gov/cgi-bin/sssd/naics/naicsrch?code=517110&
search=2007%20NAICS%20Search.

176 13 CFR 121.201, NAICS code 517110.

177 See 47 CFR 76.901(e). The Commission
determined that this size standard equates
approximately to a size standard of $100 million or
less in annual revenues. See Implementation of
Sections of the 1992 Cable Television Consumer
Protection and Competition Act: Rate Regulation,
MM Docket Nos. 92-266, 93—215, Sixth Report and
Order and Eleventh Order on Reconsideration, 10
FCC Rcd 7393, 7408, para. 28 (1995).

178 These data are derived from R.R. BOWKER,
BROADCASTING & CABLE YEARBOOK 2006,
“Top 25 Cable/Satellite Operators,” pages A—8 & C—
2 (data current as of June 30, 2005); WARREN
COMMUNICATIONS NEWS, TELEVISION &
CABLE FACTBOOK 2006, “Ownership of Cable
Systems in the United States,” pages D-1805 to D—
1857.

179 See 47 CFR 76.901(c).

180 WARREN COMMUNICATIONS NEWS,
TELEVISION & CABLE FACTBOOK 2006, “U.S.
Cable Systems by Subscriber Size,” page F-2 (data
current as of Oct. 2007). The data do not include
851 systems for which classifying data were not
available.


http://factfinder2.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ECN_2007_US_51SSSZ2&prodType=table
http://factfinder2.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ECN_2007_US_51SSSZ2&prodType=table
http://factfinder2.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ECN_2007_US_51SSSZ2&prodType=table
http://www.census.gov/cgi-bin/sssd/naics/naicsrch?code=517212&search=2002%20NAICS%20Search
http://www.census.gov/cgi-bin/sssd/naics/naicsrch?code=517212&search=2002%20NAICS%20Search
http://www.census.gov/cgi-bin/sssd/naics/naicsrch?code=517212&search=2002%20NAICS%20Search
http://www.census.gov/cgi-bin/sssd/naics/naicsrch?code=517110&search=2007%20NAICS%20Search
http://www.census.gov/cgi-bin/sssd/naics/naicsrch?code=517110&search=2007%20NAICS%20Search
http://www.census.gov/cgi-bin/sssd/naics/naicsrch?code=517110&search=2007%20NAICS%20Search
http://www.census.gov/cgibin/sssd/naics/naicsrch?code=517211&search=2002%20NAICS%20Search
http://www.census.gov/cgibin/sssd/naics/naicsrch?code=517211&search=2002%20NAICS%20Search
http://www.census.gov/cgibin/sssd/naics/naicsrch?code=517211&search=2002%20NAICS%20Search
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telecommunications services, such as
satellite tracking, communications
telemetry, and radar station operation.
This industry also includes
establishments primarily engaged in
providing satellite terminal stations and
associated facilities connected with one
or more terrestrial systems and capable
of transmitting telecommunications to,
and receiving telecommunications from,
satellite systems. Establishments
providing Internet services or Voice
over Internet Protocol (VoIP) services
via client-supplied telecommunications
connections are also included in this
industry.” 181 The SBA has developed a
small business size standard for this
category; that size standard is $30.0
million or less in average annual
receipts.182 According to Census Bureau
data for 2007, there were 2,623 firms in
this category that operated for the entire
year.183 Of these, 2478 establishments
had annual receipts of under $10
million and 145 establishments had
annual receipts of $10 million or
more.184 Consequently, we estimate that
the majority of these firms are small
entities that may be affected by our
action. In addition, some small
businesses whose primary line of
business does not involve provision of
communications services hold FCC
licenses or other authorizations for
purposes incidental to their primary
business. We do not have a reliable
estimate of how many of these entities
are small businesses.

D. Description of Projected Reporting,
Recordkeeping and Other Compliance
Requirements

22. This Report and Order does not

adopt any new reporting, recordkeeping,
or other compliance requirements.

E. Steps Taken To Minimize Significant
Economic Impact on Small Entities, and
Significant Alternatives Considered

23. The RFA requires an agency to
describe any significant alternatives that

it has considered in reaching its
approach, which may include the
following four alternatives, among
others: (1) The establishment of
differing compliance or reporting
requirements or timetables that take into
account the resources available to small
entities; (2) the clarification,
consolidation, or simplification of
compliance or reporting requirements
under the rule for small entities; (3) the
use of performance, rather than design,
standards; and (4) an exemption from
coverage of the rule, or any part thereof,
for small entities.185

24. This Report and Order does not
adopt any new reporting requirements.
Therefore no adverse economic impact
on small entities will be sustained based
on reporting requirements. There may
be a regulatory fee increase on small
entities, in some cases and in some
industries, but if so it would be
specifically in furtherance of the reform
measures proposed in the Notice to
better align regulatory fees with
Commission FTEs in core bureaus, as
required under section 9 of the Act. We
are mitigating fee increases to small
entities, and other entities, by, for
example, limiting or capping the annual
increase in regulatory fees to 7.5
percent. Absent a cap, the cable fee
would increase approximately an
additional 15 percent. In keeping with
the requirements of the Regulatory
Flexibility Act, in paragraphs 10 to 28
of this Report and Order, we have
considered certain alternative means of
mitigating the effects of fee increases to
a particular industry segment. In
addition, the Commission’s rules
provide a process by which regulatory
fee payors may seek waivers or other
relief on the basis of financial hardship.
47 CFR 1.1166

F. Federal Rules That May Duplicate,
Overlap, or Conflict With the Proposed
Rules

26. None.

VII. Ordering Clauses

63. Accordingly, it is ordered that,
pursuant to Sections 4(i) and (j), 9, and
303(r) of the Communications Act of
1934, as amended, 47 U.S.C. 154(i),
154(j), 159, and 303(r), this Report and
Order is hereby adopted.

64. It is further ordered that, as
provided in paragraph 59, this Report
and Order shall be effective upon
publication in the Federal Register.

65. It is further ordered that the
Commission’s Consumer and
Governmental Affairs Bureau, Reference
Information Center, shall send a copy of
this Report and Order, including the
Final Regulatory Flexibility Analysis, to
the Chief Counsel for Advocacy of the
U.S. Small Business Administration.

List of Subjects in 47 CFR Part 1

Practice and procedure.

Federal Communications Commission.
Gloria J. Miles,
Federal Register Liaison.

Rule Changes

For the reasons discussed in the
preamble, the Federal Communications
Commission amends 47 CFR part 1 as
follows:

PART 1—PRACTICE AND
PROCEDURE

m 1. The authority citation for part 1
continues to read as follows:

Authority: 15 U.S.C. 79 et seq.; 47 U.S.C.
151, 154(i) , 154(j) , 155, 157, 225, 303(r) ,
309, and 310. Cable Landing License Act of
1921, 47 U.S.C. 35-39, and the Middle Class
Tax Relief and Job Creation Act of 2012,
Public Law 112-96.

m 2. Section 1.1152 is revised to read as
follows:

§1.1152 Schedule of annual regulatory
fees and filing locations for wireless radio
services.

Exclusive use services (per license)

Fee amount?

Address

1. Land Mobile (Above 470 MHz and 220 MHz Local, Base

Station & SMRS) (47 CFR part 90)
(a) New, Renew/Mod (FCC 601 & 159)

(b) New, Renew/Mod (Electronic Filing) (FCC 601 &

159).
(c) Renewal Only (FCC 601 & 159)

(d) Renewal Only (Electronic Filing) (FCC 601 & 159) ..
220 MHz Nationwide (a) New, Renew/Mod (FCC 601 &

159).

(b) New, Renew/Mod (Electronic Filing) (FCC 601 &

159).

1817J.S. Census Bureau, ‘2007 NAICS Definitions:
517919 All Other Telecommunications,” available
at http://www.census.gov/cgi-bin/sssd/naics/
naicsrch?code=517919&search=2007 % 20NAICS
%20Search.

$40.00
40.00

FCC, P.O.
FCC, P.O.

40.00
40.00
40.00

FCC, P.O.
FCC, P.O.
FCC, P.O.

40.00 | FCC, P.O.

18213 CFR 121.201, NAICS code 517919.
1837J.S. Census Bureau, 2007 Economic Census,

Subject Series: Information, Table 4, “‘Establishment

and Firm Size: Receipts Size of Firms for the United

Box 979097, St.
Box 979097, St.

Box 979097, St.
Box 979097, St.
Box 979097, St.

Box 979097, St.

Louis, MO 63197-9000.
Louis, MO 63197-9000.

Louis, MO 63197-9000.
Louis, MO 63197-9000.
Louis, MO 63197-9000.

Louis, MO 63197-9000.

States: 2007 NAICS Code 517919” (issued Nov.
2010).

184 Id‘

1855 1.S.C. 603(c)(1)—(c)(4).
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