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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 TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA-2012-0810; Directorate
Identifier 2011-NM-195-AD; Amendment
39-17420; AD 2013-08-03]

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 A330-200, A330-300,
A340-200 and A340-300 series
airplanes. This AD was prompted by a
report that revealed the wheel axles of
the main landing gear (MLG) were
machined with a radius as small as 0.4
millimeters. This AD requires replacing
the wheel axle of the MLG with a
serviceable part. We are issuing this AD
to prevent fatigue of the wheel axle of
the MLG, which could adversely affect
the structural integrity of the airplane.

DATES: This AD becomes effective May
23, 2013.

The Director of the Federal Register
approved the incorporation by reference
of certain publications listed in this AD
as of May 23, 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. That
NPRM was published in the Federal
Register on August 27, 2012 (77 FR
51729). That NPRM proposed to correct
an unsafe condition for the specified
products. The Mandatory Continuing
Airworthiness Information (MCAI)
states:

EASA [European Aviation Safety Agency]
has received a report via Airbus and Messier-
Bugatti-Dowty Ltd, from a Maintenance
repair organisation, concerning a specific
repair, accomplished on certain MLG wheel
axles. Investigations revealed that the axles
have been machined with a radius as small
as 0.4 mm.

This condition, if not corrected, has a
detrimental effect on the fatigue lives of these
parts, possibly affecting the structural
integrity of the aeroplane. Fatigue analyses
were performed, the results of which
indicated that the life limit of the affected
MLG wheel axles must be reduced to below
the one stated in the A330 and A340 Airbus
Airworthiness Limitation Section (ALS) Part
1.

For the reasons described above, this
[EASA) AD [2011-0170, dated September 7,
2011] requires the replacement of the MLG
wheel axles before reaching the new reduced
demonstrated life limit.

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 (77
FR 51729, August 27, 2012), or on the
determination of the cost to the public.

Explanation of Changes Made Since
NPRM (77 FR 51729, August 27, 2012)
Was Issued

Since the NPRM (77 FR 51729,
August 27, 2012) was issued, we have
reviewed Airbus Alert Operators
Transmission (AOT) A330-32A—-3256,
Revision 01, including Appendix 1,
dated October 18, 2012 (for Model
A330-200 and —300 series airplanes);
and Airbus AOT A340-32A—4292,
Revision 01, including Appendix 1,
dated October 18, 2012 (for Model

A340-200 and —300 series airplanes).
This service information includes
additional wheel axle serial numbers
and corrects an incorrectly listed serial
number. We have revised paragraphs
(g), (h), and (k) (paragraph (j) of the
NPRM) of this AD to refer to the new
service information. We have
coordinated this change with EASA.

We have also added new paragraph
(j), “Credit for Previous Actions,” to this
AD to provide credit for actions
performed before the effective date of
this AD using Airbus All Operator Telex
A330-32A3256, including Appendix 1,
dated August 24, 2011; and Airbus All
Operator Telex A340-32A4292,
including Appendix 1, dated August 24,
2011.

Conclusion

We reviewed the available data, and
determined that air safety and the
public interest require adopting the 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
51729, August 27, 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 51729,
August 27, 2012).

Costs of Compliance

We estimate that this AD will affect
59 products of U.S. registry. We also
estimate that it will take about 48 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 $153,443
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
$9,293,857, or $157,523 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
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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
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 the NPRM (77 FR 51729,
August 27, 2012), 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. Comments will be available in
the AD docket shortly after receipt.

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:

2013-08-03 Airbus: Amendment 39—17420.
Docket No. FAA-2012-0810; Directorate
Identifier 2011-NM-195—-AD.

(a) Effective Date

This airworthiness directive (AD) becomes
effective May 23, 2013.

(b) Affected ADs

None.
(c) Applicability

This AD applies to Airbus Model A330—
201, -202, -203, —223, —243, -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, except those on which Airbus
modification 54500 has been embodied in
production.

(d) Subject

Air Transport Association (ATA) of
America Code 32: Landing Gear.

(e) Reason

This AD was prompted by a report that
revealed the wheel axles were machined with
aradius as small as 0.4 millimeters. We are
issuing this AD to prevent fatigue of the
wheel axle of the main landing gear (MLG),
which could adversely affect the structural
integrity 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) Definitions

(1) For the purpose of this AD, an affected
MLG wheel axle is defined as a MLG axle
having a part number and serial number
specified in Part 1 of Appendix 1 of Airbus
Alert Operators Transmission (AOT) A330—
32A-3256, Revision 01, dated October 18,
2012 (for Model A330-200 and —300 series
airplanes); or Airbus AOT A340-32A—4292,
Revision 01, dated October 18, 2012 (for
Model A340-200 and —300 series airplanes).

(2) After removal from an airplane, an
affected MLG wheel axle that has reached its
life limit is considered an unserviceable part.

(3) The term “‘life limit” used in this AD
means a post-repair life limit.

(h) Replacement

At the later of the times specified in
paragraph (h)(1) or (h)(2) of this AD: Replace
all affected MLG wheel axles with
serviceable parts, in accordance with the
instructions of Airbus AOT A330-32A-3256,
Revision 01, including Appendix 1, dated
October 18, 2012 (for Model A330-200 and
—300 series airplanes); or Airbus AOT A340-
32A—4292, Revision 01, including Appendix
1, dated October 18, 2012 (for Model A340—
200 and —-300 series airplanes).

(1) Before the accumulation of the
applicable landings or flight hours specified
in table 1 to paragraph (h)(1) of this AD. The
“Post-repair MLG Wheel Axle Life Limit”
must be counted from the date of installation
of the MLG wheel axle on an airplane which
occurs after the date of repair specified in
Part 1 of Appendix 1 of Airbus AOT A330—
32A-3256, Revision 01, dated October 18,
2012 (for Model A330-200 and —300 series
airplanes); or Airbus AOT A340-32A-4292,
Revision 01, dated October 18, 2012 (for
Model A340-200 and —300 series airplanes).

TABLE 1 TO PARAGRAPH (h)(1) OF THIS AD—POST-REPAIR MLG WHEEL AXLE LIFE LIMIT

Affected airplanes

Post-repair MLG wheel axle life limit,
whichever occurs first (see paragraph
(h)(1) of this AD)

Model A340-311, —312, and —313 airplanes, weight variant (WV) 00
Model A340-211, —212, and —213 airplanes, WV00
Model A340-313 airplanes, WV02 and WVO05 ...
Model A330-301, —321, —322, —341, and —342 airplanes, WV00 and WVO01 ...

Model A330-201, —202, —203, —223, and —243, WV02, WV05, and WV06 ...............

Model A330-301, —302, —303, —323, —342, and —343 airplanes, WV02 and WV05

4,700 landings or 22,250 flight hours.
4,600 landings or 29,000 flight hours.
3,950 landings or 16,900 flight hours.
5,050 landings or 15,200 flight hours.
4,450 landings or 17,900 flight hours.

5,150 landings or 13,450 flight hours.

(2) Within 24 months after the effective
date of this AD without exceeding the

applicable landings or flight hours specified
in table 2 to paragraph (h)(2) of this AD. The

“Post-repair MLG Wheel Axle Flight Hours
or Landings, . . . not to be Exceeded” must


http://www.regulations.gov
http://www.regulations.gov

Federal Register/Vol. 78, No. 75/ Thursday, April 18, 2013/Rules and Regulations

23107

be counted from the date of installation of the

MLG wheel axle on an airplane, which

occurs after the date of repair specified in the

Part 1 of Appendix 1 of Airbus AOT A330—
32A-3256, Revision 01, dated October 18,
2012 (for Model A330-200 and —300 series

airplanes); or Airbus AOT A340-32A-4292,
Revision 01, dated October 18, 2012 (for
Model A340-200 and —300 series airplanes).

TABLE 2 TO PARAGRAPH (h)(2) OF THIS AD—POST-REPAIR MLG WHEEL AXLE FLIGHT HOURS OR LANDINGS

Affected airplanes

Post-repair MLG wheel axle flight hours or
landings, whichever occurs first, not to be
exceeded (see paragraph (h)(2) of this
AD)

Model A340-311, —312, and —313 airplanes, WV00
Model A340-211, —212, and —213 airplanes, WV0O0 ..

Model A340-313 airplanes, WV02 and WV05

Model A330-301, —321, —322, —341, and —342 airplanes, WV00 and WVO01
Model A330-201, —202, —203, —223, and —243 airplanes, WV02, WV05, and WVO06 ..
Model A330-301, —302, —303, —323, —342, and —343 airplanes, WV02 and WV05

..... 7,830 landings or 37,080 flight hours.

7,660 landings or 48,330 flight hours.
6,580 landings or 28,160 flight hours.
8,410 landings or 25,330 flight hours.
7,410 landings or 29,830 flight hours.

8,580 landings or 22,580 flight hours.

(i) Parts Installation Limitation

As of the effective date of this AD: An
affected MLG wheel axle may be installed on
an airplane, provided the MLG wheel axle
has not exceeded the limits specified in table
1 to paragraph (h)(1) of this AD and it is
replaced with a serviceable part before
reaching the life limit defined in table 1 to
paragraph (h)(1) of this AD.

(j) Credit for Previous Actions

This paragraph provides credit for the
actions required by paragraph (h) of this AD
with respect to the affected MLG wheel axle
defined in paragraph (g)(1) of this AD, if
those actions were performed before the
effective date of this AD using the applicable
service information specified in paragraph
(§)(1) or (j)(2) of this AD, which is not
incorporated by reference in this AD.

(1) Airbus All Operator Telex A330—
32A3256, including Appendix 1, dated
August 24, 2011 (for Model A330-200 and
—300 series airplanes).

(2) Airbus All Operator Telex A340—
32A4292, including Appendix 1, dated
August 24, 2011 (for Model A340-200 and
—300 series airplanes).

(k) 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 AMOC: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 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.

(1) Related Information

(1) Refer to MCAI European Aviation
Safety Agency Airworthiness Directive 2011—
0170, dated September 7, 2011, and the
service information specified in paragraphs
(D(1)@1) and (1)(1)(ii) of this AD, for related
information.

(i) Airbus AOT A330-32A-3256, Revision
01, including Appendix 1, dated October 18,
2012.

(ii) Airbus AOT A340-32A—4292, Revision
01, including Appendix 1, dated October 18,
2012.

(2) 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.

(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) Airbus Alert Operators Transmission
(AOT) A330-32A—-3256, Revision 01,
including Appendix 1, dated October 18,
2012. The Document number and revision
level are not identified on pages 2—5 of this
AOT; the revision date is identified on only
page 1 of this AOT and the first page of
Appendix 1 of this AOT.

(ii) AOT A340-32A—-4292, Revision 01,
including Appendix 1, dated October 18,
2012. The Document number and revision
level are not identified on pages 2—5 of this
AOT; the revision date is identified on only
page 1 of this AOT and the first page of
Appendix 1 of this AOT.

(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 April 5,
2013.
Ali Bahrami,

Manager, Transport Airplane Directorate,
Aircraft Certification Service.

[FR Doc. 2013-08741 Filed 4-17-13; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA—-2012-1087; Directorate
Identifier 2009-SW-32—-AD; Amendment 39—
17424; AD 2013-08-07]

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 (ECF) Model
AS332C, L, and L1 helicopters to
require an initial and repetitive
inspections of the outer skin, butt strap,
and fuselage frame for a crack and
modification of the helicopter. This AD
was prompted by an AD issued by the
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European Aviation Safety Agency
(EASA), which is the Technical Agent
for the Member States of the European
Union, which states that a crack was
discovered in a fuselage frame during a
daily check. The actions of this AD are
intended to detect a crack, to prevent
loss of airframe structural integrity and
subsequent loss of control of the
helicopter.

DATES: This AD is effective May 23,
2013.

The Director of the Federal Register
approved the incorporation by reference
of a certain document listed in this AD
as of May 23, 2013.

ADDRESSES: For service information
identified in this AD, contact American
Eurocopter Corporation, 2701 N. Forum
Drive, Grand Prairie, Texas 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 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 October 16, 2012, at 77 FR 63262,
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 certain ECF Model
AS332C, L, and L1 helicopters without
modification (MOD) 0722907. That
NPRM proposed to require an initial
and repetitive visual inspections for a
crack in the outer skin and the butt strap

in the sliding cowling right-hand and
left-hand rail attachment areas on Frame
5295, and if there is a crack, inspecting
for a crack in Frame 5295 and repairing
any cracked part. The NPRM also
proposed to require modifying each
helicopter with MOD 0726478R2 on the
sliding cowling rails and shims in the
attachment areas on Frame 5295. The
proposed requirements were intended to
detect a crack, to prevent loss of
airframe structural integrity and
subsequent loss of control of the
helicopter.

EASA issued EASA AD No. 2008—
0035-E, dated February 21, 2008, to
correct an unsafe condition for the ECF
Model AS 332 C, C1, L, and L1
helicopters. EASA advises that a crack
was discovered on an ECF Model
AS332L helicopter in fuselage frame
5295, which has plates and angles
assembled by riveting that corresponds
to the first generation frame (before
MOD 0722907). The crack in the frame
was found because of a crack in the
outer skin and in the butt strap where
the rail of the main gear box (MGB)
sliding cowling is attached to the frame.

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 63262, October 16, 2012).

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, except we have updated the
contact information for American
Eurocopter Corporation. This minor
editorial change is consistent with the
intent of the proposals in the NPRM (77
FR 63262, October 16, 2012) and will
not increase the economic burden on
any operator nor increase the scope of
the AD.

Differences Between This AD and the
EASA AD

This AD requires you to repair Frame
5295 before further flight rather than
contacting the manufacturer. This AD
refers to a check as an inspection to be
performed by a mechanic versus a check

that a pilot can do if specifically
allowed by the AD. This AD also does
not list the Model AS332C1 in the
applicability because this model is not
type certificated in the U.S. This AD
also does not allow further flight with
the outer skin or butt strap cracked
unless it is a ferry flight to a repair
facility.

Related Service Information

Eurocopter has issued Alert Service
Bulletin No. 05.00.76, Revision 0, dated
February 20, 2008 (ASB), which
specifies checking for a crack on the
outside of the helicopter, on the skin,
and the butt strap near the sliding
cowling rail attachment. If a crack is
found in the outer skin or butt strap, the
ASB specifies visually checking for a
crack in Frame 5295. The ASB specifies
doing MOD 0726478R2, which consists
of cutting out a section of the sliding
cowling rails. This cut-out exposes the
splice near the rail attachment holes,
making it easier to detect a crack in the
frame during the 10-hour repetitive
inspection and thus reducing the risks
of a crack going undetected in Frame
5295. Also, the ASB specifies contacting
the manufacturer for the “appropriate
repair sheet according to how the crack
is situated” if there is a crack in Area
1 of Frame 5295. EASA classified this
ASB as mandatory and issued AD No.
2008-0035-E, dated February 21, 2008,
to ensure the continued airworthiness of
these helicopters.

Costs of Compliance

We estimate that this AD will affect 5
helicopters of U.S. Registry. We estimate
that operators may incur the following
costs in order to comply with this AD.
We estimate that it will take about 4.25
work-hours per helicopter to initially
inspect for a crack and to modify the
MGB sliding cowling rails. Each 10-hour
repetitive inspection will take about
0.25 work-hour. The average labor rate
is $85 per work-hour and required parts
will cost about $1,793 per helicopter.
Based on these figures, we estimate the
cost of this AD on U.S. operators will be
$17,145 or $3,429 per helicopter,
assuming 60 repetitive inspections will
be performed each year and assuming
the entire fleet is modified and no
cracks are found.

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.
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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):

2013-08-07 Eurocopter France:
Amendment 39-17424; Docket No.

FAA—-2012-1087; Directorate Identifier
2009-SW-32—-AD.

(a) Applicability

This AD applies to all Model AS332C, L,
and L1 helicopters without modification
(MOD) 0722907, except helicopters with

serial numbers 2078 and 2102, certificated in
any category.

(b) Unsafe Condition

This AD defines the unsafe condition as a
crack in the outer skin, butt strap, or fuselage
frame, which could result in loss of airframe
structural integrity, and subsequent loss of
control of the helicopter.

(c) Effective Date
This AD becomes effective May 23, 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) Within 10 hours time-in-service (TIS)
for helicopters that have 8,800 or more hours
TIS or before or upon reaching 8,810 hours
TIS for helicopters that have less than 8,800
hours TIS, and thereafter at intervals not to
exceed 10 hours TIS, visually inspect for a
crack on the outer skin and the butt strap in
the sliding cowling right-hand and left-hand
rail attachment areas on Frame 5295 as
shown in Figure 2 of Eurocopter Alert
Service Bulletin No. 05.00.76, Revision 0,
dated February 20, 2008 (ASB).

(i) If there is a crack in the outer skin or
in the butt strap per paragraph (e)(1) of this
AD, before further flight, inspect for a crack
in Frame 5295 in the areas shown in Figure
3, Area 1, and Figure 4, of the ASB.

(ii) If there is a crack in the outer skin, the
butt strap, or in Frame 5295 in the areas
inspected as required by this AD, before
further flight, repair the part in accordance
with a method approved by the FAA.

(2) Within 300 hours TIS, for each
helicopter that has 8,800 or more hours TIS,
modify the sliding cowling rails and shims in
the attachment areas on Frame 5295
(corresponds to MOD 0726478R2), as
depicted in Figure 5 and by following the
Accomplishment Instructions, paragraph
2.B.3., of the ASB.

(f) Special Flight Permits

A special flight permit is permitted for a
helicopter with a crack in the outer skin or
butt strap to operate the helicopter to a
location where the requirements of this AD
can be accomplished. A special flight permit
is not permitted for a helicopter with a crack
in Frame 5295.

(g) Alternative Methods of Compliance
(AMOCs)

(1) The Manager, Safety Management
Group, FAA, may approve AMOGs 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.

(h) Additional Information

The subject of this AD is addressed in
European Aviation Safety Agency (France)
AD No. 2008-0035-E, dated February 21,
2008.

(i) Subject

Joint Aircraft Service Component (JASC)
Code: 5311, Fuselage, Main Frame.

(j) 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 No.
05.00.76, Revision 0, dated February 20,
2008.

(ii) Reserved.

(3) For Eurocopter service information
identified in this AD, contact American
Eurocopter Corporation, 2701 N. Forum
Drive, Grand Prairie, Texas 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, Texas 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 April 8,
2013.
Kim Smith,

Directorate Manager, Rotorcraft Directorate,
Aircraft Certification Service.

[FR Doc. 2013—-08763 Filed 4—17-13; 8:45 am]
BILLING CODE 4910-13-P
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DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA-2012-0932; Directorate
Identifier 2012-NM-014-AD; Amendment
39-17426; AD 2013-08-09]

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 certain
The Boeing Company Model 777-200,
—200LR, —300, —300ER, and 777F series
airplanes. This AD was prompted by a
report that during a test of the oxygen
system, an operator found that the
passenger oxygen masks did not
properly flow oxygen, and that a loud
noise occurred in the overhead area,
which was caused by the flex line
separating from the hard line due to a
missing clamshell coupler. This AD
requires, for certain airplanes,
performing a detailed inspection of
certain areas of the airplane oxygen
system to ensure clamshell couplers are
installed and fully latched, and
corrective actions if necessary. For all
airplanes, this AD requires performing
and meeting the requirements of the low
pressure leak test. We are issuing this
AD to prevent the oxygen system flex
line from separating from the hard line,
which could cause an oxygen leak and
a drop in the oxygen system pressure,
resulting in improper flow of oxygen
through the passenger masks and injury
to passengers if emergency oxygen is
needed.

DATES: This AD is effective May 23,
2013.

The Director of the Federal Register
approved the incorporation by reference
of a certain publication listed in the AD
as of May 23, 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, Washington 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, Washington.
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:
Susan Monroe, Aerospace Engineer,
Cabin Safety and Environmental
Systems Branch, ANM-150S, FAA,
Seattle Aircraft Certification Office,
1601 Lind Avenue SW., Renton, WA
98057-3356; phone: 425-917-6457; fax:
425-917-6590; email:
susan.l.monroe@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 11, 2012 (77 FR
55768). That NPRM proposed to require,
for certain airplanes, performing a
detailed inspection of certain areas of
the airplane oxygen system to ensure
clamshell couplers are installed and
fully latched, and corrective actions if
necessary. For all airplanes, that NPRM
proposed to require performing and
meeting the requirements of the low
pressure leak test.

Comments

We gave the public the opportunity to
participate in developing this AD. The
Boeing Company and Kristopher
Charles Kleiner supported this final
rule. The following presents the
comment received on the NPRM (77 FR
55768, September 11, 2012) and the
FAA’s response to the comment.

Request Clarification of Note 1 to
Paragraph (i) of NPRM (77 FR 55768,
September 11, 2012)

Air New Zealand requested
clarification of Note 1 to paragraph (i) of
the NPRM (77 FR 55768, September 11,
2012). Air New Zealand asked if the
FAA intended to state a specific
revision for the installation of the
clamshell coupler in Subject 35-00-00,
Oxygen, of Chapter 35, Oxygen, of Part
II, Practices and Procedures, of the
Boeing 777 Aircraft Maintenance
Manual, Revision 65, dated May 5,
2012, knowing that it will be revised
within the time frame of this NPRM. Air
New Zealand also asked if an alternative
method of compliance (AMOC) will be
required if an operator intends to use a
later revision of the maintenance
manual.

We agree to provide clarification of
Note 1 to paragraph (i) of the NPRM (77
FR 55768, September 11, 2012). Note 1
to paragraph (i) of the NPRM is
provided as guidance and is not an AD
requirement; therefore, approval of an
AMOC will not be required for using
later revisions of the maintenance
manual. Since we issued the NPRM, the
aircraft maintenance manual has been
revised. We have updated Note 1 to
paragraph (i) of this AD with the latest
revision. We have changed this AD
accordingly.

Conclusion

We reviewed the relevant data,
considered the comment received, and
determined that air safety and the
public interest require adopting the AD
with the change 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
55768, September 11, 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 55768,
September 11, 2012).

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

Costs of Compliance

We estimate that this AD affects 6
airplanes of U.S. registry.

We estimate the following costs to
comply with this AD:


https://www.myboeingfleet.com
http://www.regulations.gov
http://www.regulations.gov
mailto:susan.l.monroe@faa.gov

Federal Register/Vol. 78, No. 75/ Thursday, April 18, 2013/Rules and Regulations 23111
ESTIMATED COSTS
Action Labor cost Parts cost %?géﬁcetr Cgf,;?;‘tolﬁ'ss'
Detailed inspection and leak test .............ccceeveenee. 26 work-hours x $85 per hour = $2,210 ................ $0 $2,210 $13,260

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):

2013-08-09 The Boeing Company:
Amendment 39-17426; Docket No.
FAA-2012-0932; Directorate Identifier
2012-NM-014—-AD.

(a) Effective Date
This AD is effective May 23, 2013.

(b) Affected ADs

None.
(c) Applicability

This AD applies to The Boeing Company
Model 777-200, —200LR, —300, —300ER, and
777F series airplanes; certificated in any
category; as identified in Boeing Special
Attention Service Bulletin 777-35-0024,
dated September 1, 2011.

(d) Subject

Joint Aircraft System Component (JASC)/
Air Transport Association (ATA) of America
Code 35, Oxygen.

(e) Unsafe Condition

This AD was prompted by a report that
during a test of the oxygen system, an
operator found that the passenger oxygen
masks did not properly flow oxygen and that
a loud noise occurred in the overhead area,
which was caused by the flex line separating
from the hard line due to a missing clamshell
coupler. We are issuing this AD to prevent
the oxygen system flex line from separating
from the hard line, which could cause an
oxygen leak and a drop in the oxygen system
pressure, resulting in improper flow of
oxygen through the passenger masks and
injury to passengers if emergency oxygen is
needed.

() Compliance

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

(g) Inspection

Within 36 months after the effective date
of this AD, do the applicable actions in
paragraph (g)(1) or (g)(2) of this AD.

(1) For Groups 1-6, 8, and 9 airplanes, as
identified in Boeing Special Attention
Service Bulletin 777-35-0024, dated
September 1, 2011: Do a detailed inspection
of certain areas of the airplane oxygen system
to ensure clamshell couplers are installed
and fully latched, and perform and meet the
requirements of the low pressure leak test, in
accordance with the Accomplishment
Instructions of Boeing Special Attention
Service Bulletin 777-35—-0024, dated
September 1, 2011.

(2) For Group 7 airplanes, as identified in
Boeing Special Attention Service Bulletin
777-35-0024, dated September 1, 2011:
Perform and meet requirements of the low
pressure leak test, in accordance with the
Accomplishment Instructions of Boeing
Special Attention Service Bulletin 777-35—
0024, dated September 1, 2011.

(h) Corrective Action if Clamshell Coupler Is
Not Fully Latched

If, during any inspection required by
paragraph (g) of this AD, any clamshell
coupler is not fully latched: Before further
flight, latch the clamshell coupler, in
accordance with the Accomplishment
Instructions of Boeing Special Attention
Service Bulletin 777-35—-0024, dated
September 1, 2011.

(i) Corrective Action if Clamshell Coupler Is
Not Installed

If, during any inspection required by
paragraph (g) of this AD, any clamshell
coupler is not installed: Before further flight,
install a clamshell coupler.

Note 1 to paragraph (i) of this AD:
Guidance on installation of the clamshell
coupler may be found in Subject 35—-00-00,
Oxygen, of Chapter 35, Oxygen, of Part II,
Practices and Procedures, of the Boeing 777
Aircraft Maintenance Manual, Revision 67,
dated January 5, 2013.

(j) Alternative Methods of Compliance
(AMOCs)

(1) The Manager, Seattle Certification
Office (ACO), 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 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,
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or lacking a principal inspector, the manager
of the local flight standards district office/
certificate holding district office.

(k) Related Information

For more information about this AD,
contact Susan Monroe, Aerospace Engineer,
Cabin Safety and Environmental Systems
Branch, ANM-150S, FAA, Seattle Aircraft
Certification Office, 1601 Lind Avenue SW.,
Renton, WA 98057-3356; phone: 425-917—
6457; fax: 425-917-6590; email:
susan.l.monroe@faa.gov.

(1) 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) Boeing Special Attention Service
Bulletin 777-35-0024, dated September 1,
2011.

(ii) Reserved.

(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
206-766-5680; Internet https://
www.myboeingfleet.com.

(4) You may review copies of the
referenced service information at the FAA,
Transport Airplane Directorate, 1601 Lind
Avenue SW., Renton, Washington. 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 April 5,
2013.
Ali Bahrami,

Manager, Transport Airplane Directorate,
Aircraft Certification Service.

[FR Doc. 2013-08907 Filed 4—17-13; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA-2013-0013; Directorate
Identifier 2012-CE-046—-AD; Amendment
39-17421; AD 2013-08-04]

RIN 2120-AA64
Airworthiness Directives; Grob-Werke
Airplanes

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

ACTION: Final rule.

SUMMARY: We are adopting a new
airworthiness directive (AD) for Grob-
Werke Model G115EG airplanes. This
AD results from mandatory continuing
airworthiness information (MCAI)
issued by an aviation authority of
another country to identify and correct
an unsafe condition on an aviation
product. The MCAI describes the unsafe
condition as cracks in the elevator trim
tab arms on several Grob G 115
airplanes, which could result in failure
of the part and consequent loss of
control. We are issuing this AD to
require actions to address the unsafe
condition on these products.

DATES: This AD is effective May 23,
2013.

The Director of the Federal Register
approved the incorporation by reference
of a certain publication listed in the AD
as of May 23, 2013.

ADDRESSES: You may examine the AD
docket on the Internet at http://
www.regulations.gov or in person at
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 service information identified in
this AD, contact Grob Aircraft AG,
Lettenbachstrasse 9, D-86874
Tussenhausen-Mattsies, Germany;
telephone: +49 (0) 8268 998 139; fax:
+49 (0) 8268 998 200; email:
productsupport@grob-aircraft.de;
Internet: www.grob-aircraft.com/
index.php/g-115e.html. You may review
copies of the referenced service
information at the FAA, Small Airplane
Directorate, 901 Locust, Kansas City,
Missouri 64106. For information on the
availability of this material at the FAA,
call (816) 329-4148.

FOR FURTHER INFORMATION CONTACT:
Taylor Martin, Aerospace Engineer,
FAA, Small Airplane Directorate, 901
Locust, Room 301, Kansas City,
Missouri 64106; telephone: (816) 329—
4138; fax: (816) 329—-4090; email:
taylor.martin@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 was published in the Federal
Register on January 15, 2013 (78 FR
2910). That NPRM proposed to correct
an unsafe condition for the specified
products. The MCALI states:

On several Grob G 115 aeroplanes, elevator
trim tab arms Part Number (P/N) 115E-3758
have been found cracked, from a rear
mounting hole (either L/H or R/H) to the rear
edge of the trim tab arm.

This condition, if not detected and
corrected, could lead to further crack
propagation, possibly resulting in failure of
the part and consequent loss of control of the
aeroplane.

For the reasons described above, this AD
requires repetitive inspections of the elevator
trim tab arm to detect cracks and, if detected,
replacement of the part with a serviceable
part.

This AD also provides an optional
terminating action for the repetitive
inspections.

The Model G115EG airplane is the
only airplane type-certificated in the
United States with the same part
numbers and similar configuration as
the airplane model described in the
MCAL

Comments

We gave the public the opportunity to
participate in developing this AD. We
received no comments on the NPRM (78
FR 2910, January 15, 2013) or on the
determination of the cost to the public.

Conclusion

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

e Are consistent with the intent that
was proposed in the NPRM (78 FR 2910,
January 15, 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 2910,
January 15, 2013).

Costs of Compliance

We estimate that this AD will affect 0
products of U.S. registry. We also
estimate that it would take about 3
work-hours per product to comply with
the basic requirements of this AD. The
average labor rate is $85 per work-hour.
Required parts would cost about $372
per product.

Based on these figures, we estimate
the cost of this AD on U.S. operators to
be $627 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.
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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 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.

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 the NPRM, the
regulatory evaluation, any comments
received, and other information. The
street address for the Docket Office
(telephone (800) 647—-5527) is in the
ADDRESSES section. Comments will be
available in the AD docket shortly after
receipt.

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:

2013-08-04 Grob-Werke: Amendment 39—
17421; Docket No. FAA-2013-0013;
Directorate Identifier 2012—CE-046—AD.

(a) Effective Date

This airworthiness directive (AD) becomes
effective May 23, 2013.

(b) Affected ADs
None.
(c) Applicability
This AD applies to GROB-WERKE G115EG

airplanes, all serial numbers, certificated in
any category.

(d) Subject

Air Transport Association of America
(ATA) Code 55: Stabilizers.

(e) Reason

This AD was prompted by the discovery of
cracks in the elevator trim tab arms on
several Grob G 115 airplanes, which could
result in failure of the part and consequent
loss of control. The Model G115EG airplane
is the only airplane type-certificated in the
United States with the same part numbers
and similar configuration as the airplane
model described in the MCAIL We are issuing
this proposed AD to detect cracks and
prevent the part from failing.

(f) Actions and Compliance

Unless already done, do the following
actions following Grob Aircraft Service
Bulletin No. MSB1078-186/3, dated August
3, 2012.

(1) Within the next 50 hours time-in-
service (TIS) after May 23, 2013 (the effective
date of this AD) and repetitively thereafter at
intervals not to exceed 200 hours TIS, inspect
both left hand (L/H) and right hand (R/H)
elevator trim tab arms, part number (P/N)
115E-3758, using a nondestructive testing
(NDT) method such as a dye-penetrant or
eddy-current that is beyond just a visual
inspection.

(2) If during any inspection required in
paragraph (f)(1) of this AD a crack is found,
before further flight, replace the affected
elevator trim tab arm with P/N 115E-3758/

1. The replacement of an elevator trim tab
arm with P/N 115E-3758/1 will terminate the
repetitive inspection requirement for that
trim tab arm. Replacement of both R/H and
L/H trim tab arms with P/N 115E-3758/1 will
terminate the repetitive requirement in
paragraph (f)(1) of this AD.

(3) Replacement at any time of an elevator
trim tab arm with P/N 115E-3758/1 will
terminate the repetitive requirement in
paragraph (f)(1) of this AD for that elevator
trim tab arm. Replacement of both R/H and
L/H trim tab arms with P/N 115E-3758/1 will

terminate the repetitive requirement in
paragraph (f)(1) of this AD.

(g) Credit for Actions Accomplished in
Accordance With Previous Service
Information

This AD provides credit for the actions
required in this AD if already done before the
effective date of this AD following Grob
Aircraft Service Bulletin No. MSB1078-186/
2, dated March 28, 2012; Grob Aircraft
Service Bulletin No. MSB1078-186/1, dated
March 8, 2012; or Grob Aircraft Service
Bulletin No. MSB1078-186, dated February
15, 2012.

(h) Other FAA AD Provisions

The following provisions also apply to this
AD:

(1) Alternative Methods of Compliance
(AMOCs): The Manager, Standards Office,
FAA, has the authority to approve AMOCs
for this AD, if requested using the procedures
found in 14 CFR 39.19. Send information to
ATTN: Taylor Martin, Aerospace Engineer,
FAA, Small Airplane Directorate, 901 Locust,
Room 301, Kansas City, Missouri 64106;
telephone: (816) 329-4138; fax: (816) 329—
4090; email: taylor.martin@faa.gov. Before
using any approved AMOC on any airplane
to which the AMOC applies, notify your
appropriate principal inspector (PI) in the
FAA Flight Standards District Office (FSDO),
or lacking a PI, your local FSDO.

(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.

(3) Reporting Requirements: For any
reporting requirement in this AD, a federal
agency may not conduct or sponsor, and a
person is not required to respond to, nor
shall a person be subject to a penalty for
failure to comply with a collection of
information subject to the requirements of
the Paperwork Reduction Act unless that
collection of information displays a current
valid OMB Control Number. The OMB
Control Number for this information
collection is 2120-0056. Public reporting for
this collection of information is estimated to
be approximately 5 minutes per response,
including the time for reviewing instructions,
completing and reviewing the collection of
information. All responses to this collection
of information are mandatory. Comments
concerning the accuracy of this burden and
suggestions for reducing the burden should
be directed to the FAA at: 800 Independence
Ave. SW., Washington, DC 20591, Attn:
Information Collection Clearance Officer,
AES-200.

(i) Related Information

Refer to MCAI European Aviation Safety
Agency (EASA) AD No.: 2012—0155, dated
August 20, 2012; Grob Aircraft Service
Bulletin No. MSB1078-186/2, dated March
28, 2012; Grob Aircraft Service Bulletin No.
MSB1078-186/1, dated March 8, 2012; or
Grob Aircraft Service Bulletin No. MSB1078—
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186, dated February 15, 2012; for related
information.

(j) 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) Grob Aircraft Service Bulletin No.
MSB1078-186/3, dated August 3, 2012.

(ii) Reserved.

(3) For Grob Aircraft AG service
information identified in this AD, contact
Grob Aircraft AG, Lettenbachstrasse 9, D—
86874 Tussenhausen-Mattsies, Germany;
phone: +49 (0) 8268 998 139; fax: +49 (0)
8268 998 200; email: productsupport@grob-
aircraft.de; Internet: www.grob-aircraft.com/
index.php/g-115e.html.

(4) You may view this service information
at FAA, Small Airplane Directorate, 901
Locust, Kansas City, Missouri 64106. For
information on the availability of this
material at the FAA, call (816) 329-4148.

(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 Kansas City, Missouri, on April
8, 2013.
Earl Lawrence,

Manager, Small Airplane Directorate, Aircraft
Certification Service.

[FR Doc. 2013—-08771 Filed 4-17-13; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA-2012-1127; Directorate
Identifier 2010-SW-035-AD; Amendment
39-17423; AD 2013-08-06]

RIN 2120-AA64

Airworthiness Directives; Bell
Helicopter Textron Canada (Bell)
Helicopters

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

SUMMARY: We are adopting a new
airworthiness directive (AD) for Bell
Model 430 helicopters, which requires
replacing certain components of the air
data system. This AD was prompted by
the discovery of incorrect indicated
airspeed when the helicopter was tested
to the cold temperature limits (—40
degrees centigrade) required for

Category A operations. The actions of
this AD are intended to correct the
published Vne and to correct the
indicated airspeed.

DATES: This AD is effective May 23,
2013.

ADDRESSES: For service information
identified in this AD, contact Bell
Helicopter Textron Canada Limited,
12,800 Rue de I’Avenir, Mirabel, Quebec
J7J1R4, telephone (450) 437—-2862 or
(800) 363—8023, fax (450) 433-0272, or
http://www.bellcustomer.com/files/.
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 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:
Mark F. Wiley, Aviation Safety
Engineer, FAA, Rotorcraft Directorate,
Regulations and Policy Group, 2601
Meacham Blvd., Fort Worth, Texas
76137, telephone (817) 222-5110, fax
(817) 222-5110, email
mark.wiley@faa.gov.

SUPPLEMENTARY INFORMATION:

Discussion

On October 22, 2012, at 77 FR 64439,
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 Bell Model 430 helicopters. That
NPRM proposed to require replacing
certain components of the air data
system. The proposed requirements
were intended to correct the published
Vne and to correct the indicated
airspeed.

The Transport Canada Civil Aviation
(TCCA), which is the aviation authority
for Canada, has issued Canadian AD No.
CF-2005-30, dated August 3, 2005, to
correct an unsafe condition for the Bell
Model 430 helicopters. Discrepancies in
the processing and display of air data
were revealed when testing at low

temperatures to minus 40 degrees
Centigrade (—40°C). The TCCA advises
that modification to the instrumentation
is required to reflect the Vne airspeed
values tested at temperatures to —40°C.
The TCCA states “This modification
affects the software in the Vne
Overspeed Warning computer (required
for Category A operations) and in the
AFCS [Automatic Flight Control
System] Air Data Computer.” TCAA
issued AD CF—2005-30 to require the
procedures in Bell Alert Service
Bulletin (ASB) No. 430-05-35, dated
June 21, 2005, for replacing the affected
instruments. Bell also issued ASB No.
430-01-22, dated April 30, 2001 (ASB
430-01-22), which provided a
temporary Rotorcraft Flight Manual
Supplement and placards with
information on airspeed corrections.
TCCA did not issue an AD to mandate
the provisions of ASB 430-01-22.

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 64439, October 22, 2012).

FAA’s Determination

These helicopters have been approved
by the TCCA and are approved for
operation in the United States. Pursuant
to our bilateral agreement with Canada,
TCCA has notified us of the unsafe
condition described in the Canadian
AD.

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

Differences Between This AD and the
TCCA AD

We do not use the compliance date of
July 31, 2007.

Costs of Compliance

We estimate that this AD will affect
52 helicopters of U.S. registry. We
estimate that operators may incur the
following costs in order to comply with
this AD:

e $680 to replace the overspeed
warning computer, pilot and copilot
airspeed indicators, Vne converter, and
AFCS air data computer adapter module
for each helicopter, assuming 8 work
hours for each helicopter at an average
labor rate of $85 per work hour, and

e $46,074 per helicopter for the
required parts.
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Based on these figures, we estimate
the total cost impact of the AD on U.S.
operators to be $2,431,208 for the 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
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, 1
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):

2013-08-06 Bell Helicopter Textron
Canada: Amendment 39-17423; Docket
No. FAA-2012-1127; Directorate
Identifier 2010-SW-035—-AD.
(a) Applicability
This AD applies to Model 430 helicopters:
serial number (S/N) 49001 through 49103,
with Overspeed Warning Kit, part number (P/
N) 430-706—-004—-101 or P/N 430-706—004—
103, installed; S/N 49001 through 49100,
with Single Automatic Flight Control System
(AFCS) with Flight Director Kit, P/N 430-
705-009-103, -105, =109, —-111, -115, =117,
or P/N 430-705-011-109, -111, —121, or
—123, installed; and S/N 49001 through
49100, with Dual AFCS with Flight Director
Kit, P/N 430-705-011-103, -105, —115, -117,
-125,-127,-129, -133, =135, or —137,
installed, certificated in any category.

(b) Unsafe Condition

This AD defines the unsafe condition as
inability of the helicopters, based on testing,
to operate at the published V,. indicated
airspeeds within the cold temperature limits
(—40 degrees centigrade) required for
Category A operations.

(c) Effective Date
This AD becomes effective May 23, 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 1 year:

(1) For helicopters with an Overspeed
Warning System, replace the Overspeed
Warning Computer, P/N 430-375-013-103,
with the Overspeed Warning Computer, P/N
430-375-013-105; the V,. Converter, P/N
ADI-21280-000, with the V,. Converter, P/N
ADI-21280-100; and the pilot and copilot
Airspeed Indicator, P/N 222—-375-027-117,
with the pilot and copilot airspeed Indicator,
P/N 222-375-027-119;

(i) If installed, remove the decal, P/N 430—
075—-070-103, from below the pilot and
copilot airspeed indicators;

(ii) Leak test the pilot pitot static system;
and

(iii) Operationally test the overspeed
warning system.

(2) For helicopters with a Single or Dual
AFCS with a Flight Director, replace the
AFCS Air Data Computer Adapter Module, P/
N 065-05041-0021, with P/N 065-05041—
0031;

(i) If installed, remove the decal, P/N 430—
075—-070-101, from above the pilot and

copilot electronic attitude direction
indicators airspeed indicators;
(ii) Leak test the pilot pitot static system;
(iii) Power-up test the altimeter/vertical
speed indicator (ALT/VSI) and self-test the
ALT/VSI of the AFCS air data computer.

(f) Alternative Methods of Compliance
(AMOCQ)

(1) The Manager, Rotorcraft Standards
Staff, FAA may approve AMOCs for this AD.
Send your proposal to: Mark F. Wiley,
Aviation Safety Engineer, Rotorcraft
Directorate, Regulations and Policy Group,
2601 Meacham Blvd., Fort Worth, Texas
76137, telephone (817) 222-5110, fax (817)
222-5961, email mark.wiley@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) Bell Helicopter Textron Alert Service
Bulletin (ASB) No. 430-05-35, dated June 21,
2005, and ASB No. 430-01-22, dated April
30, 2001, which are not incorporated by
reference, contain additional information
about the subject of this AD. For service
information identified in this AD, contact
Bell Helicopter Textron Canada Limited,
12,800 Rue de I’Avenir, Mirabel, Quebec
J7J1R4, telephone (450) 437-2862 or (800)
363-8023, fax (450) 433-0272, or http://
www.bellcustomer.com/files/. You may
review the 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
Transport Canada Civil Aviation AD No. CF
2005-30, dated August 3, 2005.

(h) Subject

Joint Aircraft System/Component Code:
3417 Air Data Computer.

Issued in Fort Worth, Texas, on April 8,
2013.
Kim Smith,
Directorate Manager, Rotorcraft Directorate,
Aircraft Certification Service.
[FR Doc. 2013-08762 Filed 4-17-13; 8:45 am|]
BILLING CODE 4910-13-P
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DEPARTMENT OF THE TREASURY

Internal Revenue Service

26 CFR Parts 1 and 602
[TD 9616]
RIN 1545-BK05; RIN 1545-BL47

Basis Reporting by Securities Brokers
and Basis Determination for Debt
Instruments and Options; Reporting
for Premium

AGENCY: Internal Revenue Service (IRS),
Treasury.

ACTION: Final and temporary
regulations.

SUMMARY: This document contains final
regulations relating to reporting by
brokers for transactions involving debt
instruments and options. These final
regulations reflect changes in the law
made by the Energy Improvement and
Extension Act of 2008 that require
brokers when reporting the sale of
securities to the IRS to include the
customer’s adjusted basis in the sold
securities and to classify any gain or
loss as long-term or short-term. These
final regulations also implement the
requirement that a broker report gross
proceeds from a sale or closing
transaction with respect to certain
options. In addition, this document
contains final regulations that
implement reporting requirements for a
transfer of a debt instrument or an
option to another broker and for an
organizational action that affects the
basis of a debt instrument or an option.
Moreover, this document contains final
regulations relating to the filing of Form
8281, “Information Return for Publicly
Offered Original Issue Discount
Instruments,” for certain debt
instruments with original issue discount
and temporary regulations relating to
information reporting for premium. The
text of the temporary regulations in this
document also serves as the text of the
proposed regulations (REG-154563—-12)
set forth in the Proposed Rules section
in this issue of the Federal Register.
DATES: Effective Date: These regulations
are effective on April 18, 2013.
Applicability Dates: For dates of
applicability, see §§1.1275-3(c)(4),
1.6045—1(a)(15)(i)(C) through 1.6045—
1(a)(15)(i)(F), 1.6045-1(a)(18), 1.6045—
1(c)(3)(vii)(C) and (D), 1.6045-1(c)(3)(x),
1.6045-1(c)(3)(xiii), 1.6045-1(d)(2),
1.6045-1(d)(5), 1.6045-1(d)(6)(ii)(A),
1.6045—1(m), 1.6045—1(n), 1.6045A—
1(d), 1.6045B-1(j), and 1.6049-9T(a).
FOR FURTHER INFORMATION CONTACT:
Pamela Lew of the Office of Associate
Chief Counsel (Financial Institutions

and Products) at (202) 622—3950 (not a
toll-free number).

SUPPLEMENTARY INFORMATION:
Paperwork Reduction Act

The collection of information
contained in these final regulations
related to the furnishing of information
in connection with the transfer of
securities has been reviewed and
approved by the Office of Management
and Budget in accordance with the
Paperwork Reduction Act of 1995 (44
U.S.C. 3507(d)) under control number
1545-2186. The collection of
information in these final regulations in
§§1.6045-1(c)(3)(xi)(C) and 1.6045A—1
is necessary to allow brokers that effect
sales of transferred covered securities to
determine and report the adjusted basis
of the securities and whether any gain
or loss with respect to the securities is
long-term or short-term in compliance
with section 6045(g) of the Internal
Revenue Code (Code). This collection of
information is required to comply with
the provisions of section 403 of the
Energy Improvement and Extension Act
of 2008, Division B of Public Law 110—
343 (122 Stat. 3765, 3854 (2008)) (the
Act).

In addition, the collection of
information contained in § 1.6045—
1(n)(5) of these final regulations related
to the furnishing of information in
connection with the sale or transfer of
a debt instrument that is a covered
security is an increase in the total
annual burden under control number
1545-2186. Under section 6045(g), a
broker is required to determine and
report the adjusted basis upon the sale
or transfer of a debt instrument that is
a covered security. If a sale has
occurred, a broker must also determine
and report whether any gain or loss with
respect to the debt instrument is long-
term or short-term in compliance with
section 6045(g). The holder of a debt
instrument is permitted to make a
number of elections that affect how
basis is computed. To minimize the
need for reconciliation between
information reported by a broker to both
a customer and the IRS and the amounts
reported on the customer’s tax return, a
broker is required to take into account
certain specified elections in reporting
information to the customer. A
customer, therefore, must provide
certain information concerning an
election to the broker in a written
notification, which includes a writing in
electronic format. The adjusted basis
information will be used for audit and
examination purposes. The likely
respondents are recipients of Form
1099-B.

Estimated total annual reporting
burden is 1,417 hours.

Estimated average annual burden per
respondent is 0.12 hours.

Estimated average burden per
response is 7 minutes.

Estimated number of respondents is
11,500.

Estimated total frequency of responses
is 11,500.

This collection of information is
required to comply with the provisions
of section 403 of the Act.

The burden for the collection of
information contained in the
amendment to § 1.1275-3 will be
reflected in the burden on Form 8281,
“Information Return for Publicly
Offered Original Issue Discount
Instruments,” when revised to request
the additional information in the
regulations. The burden for the
collection of information contained in
the other amendments to § 1.6045—1
will be reflected in the burden on Form
1099-B, “Proceeds from Broker and
Barter Exchange Transactions,” when
revised to request the additional
information in the regulations. The
burden for the collection of information
contained in the amendments to
§ 1.6045B-1 will be reflected in the
burden on Form 8937, “Report of
Organizational Actions Affecting Basis
of Securities,” when revised to request
the additional information in the
regulations. The burden for the
collection of information contained in
§1.6049-9T will be reflected in the
burdens on Form 1099-INT and Form
1099-0ID when revised to request the
additional information in the
regulations. The information described
in this paragraph is required to enable
the IRS to verify that a taxpayer is
reporting the correct amount of income
or gain or claiming the correct amount
of losses or deductions.

An agency may not conduct or
sponsor, and a person is not required to
respond to, a collection of information
unless it displays a valid control
number assigned by the Office of
Management and Budget.

Books or records relating to a
collection of information must be
retained as long as their contents may
become material in the administration
of any internal revenue law. Generally,
tax returns and tax return information
are confidential, as required by 26
U.S.C. 6103.

Background

This document contains amendments
to the Income Tax Regulations (26 CFR
part 1) relating to information reporting
by brokers and others as required by
section 6045 of the Code. This section



Federal Register/Vol. 78, No. 75/ Thursday, April 18, 2013/Rules and Regulations

23117

was amended by section 403 of the Act
to require the reporting of adjusted basis
for a covered security and whether any
gain or loss upon the sale of the security
is long-term or short-term if gross
proceeds reporting is required with
respect to such security. The Act also
requires the reporting of gross proceeds
for an option that is a covered security.
In addition, the Act added section
6045A, which requires certain
information to be reported in
connection with a transfer of a covered
security to another broker, and section
6045B, which requires an issuer of a
specified security to file a return
relating to certain actions that affect the
basis of the security. Final regulations
under these provisions relating to stock
were published in the Federal Register
on October 18, 2010, in TD 9504 (the
2010 final regulations).

On November 25, 2011, the Treasury
Department and the IRS published in
the Federal Register (76 FR 72652)
proposed regulations (REG-102988-11)
relating to information reporting by
brokers, transferors, and issuers of
securities under sections 6045, 6045A,
and 6045B for debt instruments and
options. Written and electronic
comments responding to the notice of
proposed rulemaking were received and
are available for public inspection at
http://www.regulations.gov or upon
request. A public hearing was held on
March 16, 2012.

After considering the comments, the
Treasury Department and the IRS adopt
the proposed regulations as amended by
this Treasury decision. The comments
and revisions are discussed in this
preamble.

Summary of Comments

A. Effective Dates and Penalty Relief

The proposed regulations had a
proposed effective date for both debt
instruments and options of January 1,
2013. The Treasury Department and the
IRS received numerous requests to delay
the proposed effective dates for both
debt instruments and options. Brokers
and other interested parties maintained
that the proposed effective date of
January 1, 2013, did not provide them
sufficient time to build and test the
systems required to implement the
reporting rules for debt instruments and
options. In response to these requests,
Notice 2012-34 (2012-21 I.R.B. 937)
was issued to announce that the
effective dates in the final regulations
would be postponed to January 1, 2014.

A number of commenters also
requested relief related to various
aspects of reporting under sections
6045, 6045A, and 6045B. One

commenter requested a 36-month
general penalty relief period to allow
brokers to test and refine their reporting
systems.

In response to these comments, as was
announced in Notice 2012-34, the
effective date of these final regulations
is postponed so that basis reporting is
required for debt instruments and
options no earlier than January 1, 2014.
Moreover, these final regulations
implement the reporting requirements
for debt instruments in phases, as
described in more detail later in this
preamble. These final regulations also
implement transfer reporting in phases.
These features of the regulations are
intended to give brokers ample time to
develop and implement reporting
systems.

Another commenter requested a safe-
harbor for good faith reliance upon debt
instrument data that is provided by
third-party vendors for purposes of both
basis and transfer reporting. With
respect to information from third-party
vendors, §§1.6045-1(d)(2)(iv)(B) and
1.6045A~1(b)(8)(ii) of the 2010 final
regulations provide that a broker is
deemed to rely upon the information
provided by a third party in good faith
if the broker neither knows nor has
reason to know that the information is
incorrect (§ 1.6045A-1(b)(8)(ii) is
redesignated in these final regulations
as §1.6045A—-1(b)(11)(ii)). Therefore,
because the 2010 final regulations
already address the concerns raised by
these comments, no change on this issue
is needed in these final regulations.

Several commenters requested a safe-
harbor for purposes of both basis and
transfer reporting for good faith reliance
upon information received on a section
6045A transfer statement. With respect
to basis reporting, § 1.6045—
1(d)(2)(iv)(A) of the 2010 final
regulations provides for penalty relief if
a broker relies upon transferred
information when preparing a return
under section 6045. With respect to
transfer reporting, § 1.6045A—1(b)(8)(i)
of the 2010 final regulations
(redesignated in these final regulations
as § 1.6045A-1(b)(11)(i)) provides for
penalty relief if a broker relies upon
transferred information when preparing
a transfer statement under section
6045A. Because the 2010 final
regulations already address the concerns
raised by these comments, no change on
this issue is needed in these final
regulations.

B. Debt Instruments

1. Scope of Debt Instrument Reporting
and Phased Implementation

The proposed regulations required
basis reporting for all debt instruments,
other than a debt instrument subject to
section 1272(a)(6) (in general, a debt
instrument with principal subject to
acceleration). Numerous commenters
requested that the final regulations
narrow the scope of basis reporting for
debt instruments. Many commenters
requested permanent exemptions from
basis reporting for debt instruments that
the commenters believe present data
collection or computational difficulties,
including convertible debt instruments,
debt instruments denominated in non-
U.S. dollar currencies, contingent
payment debt instruments, variable rate
debt instruments, municipal obligations,
tax credit bonds, payment-in-kind (PIK)
bonds, certificates of deposit, debt
instruments issued by foreign persons,
U.S. Treasury strips and other stripped
debt instruments, inflation-indexed debt
instruments, privately placed debt
instruments, commercial paper, hybrid
securities, investment units, debt
instruments subject to put or call
options, debt instruments with stepped
interest rates, factored bonds, and short-
term debt instruments. Alternatively,
some commenters suggested that basis
reporting be deferred for debt
instruments until data is more readily
available for some of the instruments
described in the preceding sentence.
One commenter renewed a request for
exempting corporate trustees from basis
reporting for registered debt instruments
issued in a physical form. Some
commenters asked for a permanent
exemption or deferred reporting for debt
instruments because, unlike the rules
for equity, there are numerous rules in
the Code and regulations, including
holder elections, that affect the adjusted
basis of a debt instrument, such as the
rules relating to original issue discount
(OID), bond premium, market discount,
and acquisition premium.

Several commenters requested that
the final regulations provide a specific
list of the debt instruments subject to
basis reporting rather than a list of the
debt instruments not subject to basis
reporting. Other commenters suggested
limiting basis reporting to a debt
instrument that has a fixed yield and
fixed maturity date. One commenter
indicated that fixed yield, fixed
maturity date debt instruments
comprise approximately 90% of the
reportable debt instrument transactions.

Section 6045(g) by its terms requires
basis reporting by brokers with respect
to any note, bond, debenture, or other
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evidence of indebtedness that is a
covered security. After consideration of
the comments, however, the Treasury
Department and the IRS appreciate that
the proper implementation of broker
basis reporting for debt instruments will
require time to build and implement
reporting systems, especially for debt
instruments with more complex
features. Thus, to facilitate an orderly
transition to basis reporting for debt
instruments, these final regulations
implement basis reporting for debt
instruments in phases.

For a debt instrument with less
complex features, these final regulations
require basis reporting by a broker if the
debt instrument is acquired on or after
January 1, 2014, consistent with Notice
2012-34. This category of less complex
debt instruments includes a debt
instrument that provides for a single
fixed payment schedule for which a
yield and maturity can be determined
for the instrument under § 1.1272-1(b),
a debt instrument that provides for
alternate payment schedules for which
a yield and maturity can be determined
for the instrument under §1.1272-1(c)
(such as a debt instrument with an
embedded put or call option), and a
demand loan for which a yield can be
determined under § 1.1272-1(d).
Commenters requested delayed
reporting for any debt instrument with
an embedded put or call option. The
Treasury Department and the IRS
believe that brokers should be able to
implement reporting for a debt
instrument with an embedded option
that entitles the issuer to call or the
holder to put the debt instrument prior
to its scheduled maturity. Moreover,
because an embedded put or call option
is a common feature of debt
instruments, delaying basis reporting for
debt instruments with such a feature
could delay basis reporting for an
unduly large proportion of debt
instruments.

Some debt instruments with a fixed
yield and a fixed maturity date
nevertheless pose challenges for
information reporting. For these debt
instruments and for more complex debt
instruments that do not have a fixed
yield and a fixed maturity date, these
final regulations require basis reporting
for debt instruments acquired on or after
January 1, 2016. The Treasury
Department and the IRS believe that
brokers may need additional time to
implement basis reporting for these debt
instruments because of their more
complex features or the lack of public
information for the debt instruments.
Fixed yield, fixed maturity debt
instruments that are subject to reporting
if they are acquired on or after January

1, 2016, include a debt instrument that
provides for more than one rate of stated
interest (such as a debt instrument with
stepped interest rates), a convertible
debt instrument, a stripped bond or
coupon, a debt instrument that requires
payment of either interest or principal
in a non-U.S. dollar currency, certain
tax credit bonds, a debt instrument that
provides for a PIK feature, a debt
instrument issued by a non-U.S. issuer,
a debt instrument for which the terms
of the instrument are not reasonably
available to the broker within 90 days of
the date the debt instrument was
acquired by the customer, a debt
instrument that is issued as part of an
investment unit, and a debt instrument
evidenced by a physical certificate
unless such certificate is held (whether
directly or through a nominee, agent, or
subsidiary) by a securities depository or
by a clearing organization described in
§1.1471-1(b)(18). Other debt
instruments that do not have a fixed
yield and fixed maturity date but are
subject to reporting if they are acquired
on or after January 1, 2016, include a
contingent payment debt instrument, a
variable rate debt instrument, and an
inflation-indexed debt instrument.

As noted earlier in this preamble, due
to the difficulties in implementing basis
reporting, the proposed regulations
provided that a debt instrument
described in section 1272(a)(6) (in
general, a debt instrument with
principal subject to acceleration) would
not be subject to basis reporting. In
response to favorable comments on this
exception, these final regulations retain
this exception from basis reporting.

A number of commenters requested
delayed reporting or no basis reporting
for short-term debt instruments (that is,
debt instruments with a fixed maturity
date not more than one year from the
date of issue). One commenter argued
that the application of the OID, bond
premium, market discount, and
acquisition premium rules to a short-
term debt instrument, including the
numerous elections applicable to short-
term debt instruments, is complicated,
that the effects on the basis of a short-
term debt instrument would be
marginal, and that basis reporting for
short-term debt instruments may impose
a significant burden on brokers and
provide little benefit to taxpayers or the
IRS. Because the Treasury Department
and the IRS agree with this comment,
these final regulations except short-term
debt instruments from basis reporting.

Another commenter requested that
the rules pertaining to short-term debt
instruments be extended to all debt
instruments that are acquired with a
remaining term of one year or less. This

exemption from information reporting
would apply to a debt instrument
originally issued with a term of greater
than one year and acquired in a
secondary market purchase when there
is a remaining term of one year or less.
The request to extend the short-term
debt instrument rules to a long-term
debt instrument with one year or less
until maturity is not adopted because
the rules that govern a debt instrument
with a term over one year do not change
when the maturity has declined to one
year or less. While the potential for
significant gain or loss on the debt
instrument usually diminishes in the
final year, the reporting is useful to the
customer and the IRS, and all
information required for reporting will
be available to the broker.

One commenter requested that the
final regulations exempt from reporting
securities issued in connection with a
bankruptcy restructuring because it is
not always clear if a particular security
is a debt instrument. After consideration
of the comment, this request was not
adopted because these final regulations
provide that a security is treated as debt
for reporting purposes only if the issuer
has classified the security as debt or, if
the issuer has not classified the security,
if the broker knows that the security is
reasonably classified as debt under
general Federal tax principles.

2. Lack of Industry Consistency Could
Affect Reporting

A number of commenters raised
concerns and suggestions about how to
make reporting more consistent, both
between transferring and receiving
brokers and between brokers and
customers. Many commenters expressed
a strong desire to ensure that a customer
who transfers a security from one broker
to another will receive consistent
reporting from the two brokers. Many
commenters also asked for assistance in
minimizing the amount of potential
reconciliation between an amount
reported by a broker to a customer and
the IRS and the amount reported by that
customer on a tax return.

a. Support of Taxpayer Elections

The proposed regulations attempted
to simplify reporting requirements by
specifying the elections brokers were to
assume to compute OID, market
discount, bond premium, and
acquisition premium reported to
holders, and not permitting brokers to
support alternative customer elections.
A number of commenters, however,
indicated a desire by brokers to support
debt instrument elections made by their
customers rather than rely on
assumptions provided in the
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regulations. Some commenters stated
that they already support some or all
elections for debt as a service to their
customers, and these commenters
predict that similar customer service
demands will eventually require all
brokers to support customer elections,
just as they support customer elections
with respect to stock. Other commenters
pointed out that the default assumptions
in the proposed regulations might be
preferred by most individual taxpayers,
but other customers, such as trusts or
partnerships, might not prefer the
default assumptions. One commenter
noted that the reporting rules provided
in the proposed regulations would make
computations by brokers simpler, but
that educating customers about
permissible elections, and the
computations that each election would
entail if an election is made, would
become critical. This commenter
recommended permitting a broker to
support customer elections in the future
as systems are upgraded.

However, other commenters indicated
that some of the statutory defaults were
generally simpler to apply and
produced economic results that were
only negligibly different than the
defaults prescribed by the proposed
regulations. For example, while the
proposed regulations would have
required reporting of market discount
using a constant yield method, several
commenters indicated a preference for
reporting accrued market discount using
a straight line method.

The Treasury Department and the IRS
also received comments regarding the
treatment of amortizable bond premium
under section 171. One commenter
requested that the section 171 election
not be mandatory for reporting purposes
because most taxpayers have not made
the election, but suggested that a broker
be required to support the section 171
election if a customer informs the broker
that the election was or will be made.

After consideration of all the
comments, the Treasury Department
and the IRS have concluded that the
best way to balance certainty and
flexibility is to require brokers to report
information using the default
assumptions provided in the relevant
statute and regulations, except in the
case of the section 171 election, but to
require brokers to accommodate
elections by taxpayers that choose to
depart from the defaults. Under these
final regulations, upon written
notification by a customer, a broker
must take into account the following
elections for basis reporting purposes:
the election to accrue market discount
using a constant yield; the election to
include market discount in income

currently; the election to treat all
interest as OID; and the spot rate
election for interest accruals with
respect to a covered debt instrument
denominated in a currency other than
the U.S. dollar. The Treasury
Department and the IRS do not
anticipate that many taxpayers will
make these elections. As a practical
matter, by removing short-term debt
instruments from the basis reporting
rules, the number of elections available
for a covered security has been reduced
to a manageable number, and it is
reasonable to require that the remaining
debt instrument elections be supported.

These final regulations make an
exception to the general rule requiring
brokers to use the default elections
provided in the statute and regulations
in the case of bond premium. Section
171 generally requires taxpayers to
affirmatively elect to amortize bond
premium on taxable bonds, which then
offsets interest income on the bond.
Except in the rare case of a holder that
prefers a capital loss, the election to
amortize bond premium generally will
benefit the holder of a debt instrument.
Thus, consistent with the proposed
regulations, these final regulations
require brokers to assume that
customers have made the election to
amortize bond premium provided in
section 171 when reporting basis, unless
the customer has notified the broker
otherwise.

The rules regarding basis reporting for
bond premium in the proposed
regulations prompted a number of
commenters to request that the rules for
reporting interest income associated
with a bond acquired at a premium be
conformed to the rules regarding basis
reporting for these same debt
instruments. In response to these
commenters, this document contains
temporary regulations addressing
reporting of premium under section
6049. See Part H of this preamble for
additional discussion of this issue.

The Treasury Department and the IRS
considered making broker support of
debt instrument elections a permitted,
but not required, activity, but the
additional administrative problems that
can arise if a transferring broker
supports certain elections while the
receiving broker does not support the
same elections made a permissive
approach problematic. For example, if
the receiving broker did not support the
same elections as the transferring
broker, and the customer properly made
one of the elections permitted with
respect to a debt instrument and
notified the transferring broker of the
election, the information provided by
the receiving broker on the relevant

Form 1099 would not reflect the
customer’s election, requiring the
customer to provide a reconciliation on
the customer’s income tax return. These
administrative problems lead to the
conclusion that brokers should be
required to support either all of the
permitted elections for debt instruments
or none of them. Given the numerous
requests to support customer elections,
coupled with requests to reduce the
need for a customer to reconcile tax
return data to the data provided by a
broker, the Treasury Department and the
IRS decided that support for customer
debt instrument elections would be
beneficial to taxpayers and would not
impose an undue burden on brokers. It
should be noted that supporting
customer elections will require
additional transfer statement
information to advise a receiving broker
of any elections that were used to
compute the information provided.

b. Industry Conventions

Several commenters pointed out that
brokers do not necessarily use common
terms or conventions for debt
instrument computations. For example,
30 days per month/360 days per year,
actual days per month/360 days per
year, and actual days per month/365
days per year are possible interest
computation day count conventions.
Different brokers may use different
amortization and accretion assumptions,
different accrual periods, and different
rounding conventions.

The proposed regulations prescribed
conventions to determine the accrual
period to be used for reporting
purposes. These final regulations
generally adopt the conventions in the
proposed regulations. Under these final
regulations, a broker must use the same
accrual period that is used to report OID
or stated interest to a customer under
section 6049. In any other situation, a
broker is required to use a semi-annual
accrual period unless the debt
instrument provides for scheduled
payments of principal or interest at
regular intervals of less than six months
over its term, in which case a broker
must use an accrual period equal in
length to this shorter interval. In
response to a comment, these final
regulations use a semi-annual accrual
period rather than an annual accrual
period as the default accrual period.

These final regulations do not
prescribe a particular day count
convention brokers must use for basis
reporting. Instead, these final
regulations provide that a broker may
use any reasonable day count
convention. The terms of a debt
instrument, however, generally include
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the day count convention that the issuer
will use to compute interest payments.
The Treasury Department and the IRS
expect that a broker generally will
choose to use this day count convention
to determine the accruals of interest and
OID on the debt instrument and the
related basis adjustments, which will
facilitate reconciliation of the accruals
with the amount of cash received by a
broker and distributed to a customer.
These final regulations also do not
prescribe a particular rounding
convention.

Commenters also indicated
disagreement on the effect of puts and
calls on calculations associated with a
debt instrument. One commenter asked
for clarification about whether issuer
choice or holder choice will govern the
treatment of put and call dates and
recommended amortizing all callable
debt instruments to their maturity dates
rather than call dates. Another
commenter requested standardizing the
deemed maturity date and limiting the
application of the put/call rules to cases
in which the broker has actual
knowledge of payment terms that could
result in a different maturity date if the
put/call rules are applied.

These final regulations continue the
approach taken in the proposed
regulations. The basis reporting rules
are not intended to, and do not, change
the substantive rules applicable to debt
instruments. Thus, when assessing the
effect of an embedded put or call option
on a debt instrument, a broker must
apply the rules described in § 1.1272—
1(c)(5) or § 1.171-3(c)(4), whichever is
applicable, to determine the correct date
to be used in accrual calculations. The
rules described in §1.1272-1(c)(5) have
been in effect since 1994 and the rules
described in § 1.171-3(c)(4) have been
in effect since 1997. Both rules provide
a clear and workable framework for
determining the effect, if any, of an
embedded put or call option on a debt
instrument.

One commenter requested that, to the
extent brokers are not required to report
using a single set of assumptions and
computation conventions, explicit
language should be added to the
regulations covering transfer statements
to require transfer of all information
needed for a receiving broker to
compute adjustments in a manner
consistent with the transferor broker,
including payment terms and
assumptions used by the transferor
broker, as well as any taxpayer elections
that were supported by the transferor
broker. These final regulations adopt
this comment by expanding the
information that must be included in a
transfer statement for a debt instrument.

3. Other Issues

One commenter stated that there
could be problems tracking the
adjustments for discount and premium
if different measurement periods are
used (for example, a daily period versus
a period ending on payment dates),
especially for a customer that has
purchased debt from the same issue at
a discount and at a premium. The
commenter indicated that tracking OID,
market discount, bond premium, and/or
acquisition premium adjustments for
multiple lots of a single issue will be
complex.

One commenter, noting that reporting
to the IRS and taxpayers is only
required once a year, asked whether a
duty exists to compute the debt
instrument accruals and display them
more frequently than once each year,
such as for each accrual or payment
period. Another commenter indicated
that to facilitate the preparation of
transfer statements at any time during a
year, it may be necessary to compute all
debt instrument accruals each day.

These final regulations generally
continue the approach taken in the
proposed regulations regarding
computations that affect the basis of a
debt instrument. In particular, these
final regulations do not require a broker
to compute debt instrument accruals
more than once per year unless a
transfer takes place during a tax year, in
which case the transferring broker must
provide a transfer statement to the
receiving broker. If a broker’s systems
generate more frequent computations to
support transfer statements, the broker
is permitted to compute the accruals
more than once per tax year.

The proposed regulations require
accrued market discount to be reported
upon the sale of a debt instrument. One
commenter asked whether accrued
market discount should be reported at
the time of a call or at maturity. The
commenter also noted that two rules in
the proposed regulations relating to
market discount may have required the
filing of a Form 1099-INT and a Form
1099-B to report accrued market
discount. The commenter recommended
that accrued market discount be
reported only on a Form 1099-B,
“Proceeds from Broker and Barter
Exchange Transactions,” and associated
with a specific sale.

For purposes of section 6045,
§1.6045-1(a)(9) defines a sale to include
any disposition of a debt instrument,
which includes a retirement of a debt
instrument at or prior to its stated
maturity. These final regulations do not
change this definition of a sale with
respect to a debt instrument; however,

these final regulations clarify that a sale
for purposes of section 6045 includes a
partial principal payment. Moreover,
under these final regulations, in the case
of a sale, accrued market discount will
be reported only on the Form 1099-B,
which would associate the accrued
market discount with a specific sale of
a single security. In connection with
this comment, these final regulations
amend the rule in § 1.6045-1(d)(3) for
reporting accrued stated interest on a
Form 1099-INT when a debt instrument
is sold between interest payment dates
to make it clear that the rule does not
apply to accrued market discount.

A number of comments were received
that address narrower issues. One
commenter requested guidance about
how to determine and translate interest
income or expense (including OID) on
certain non-functional currency debt.
Rules regarding the determination and
translation of interest income and
expense on certain debt instruments
denominated in a non-functional
currency are explicitly addressed in the
regulations under section 988. See, for
example, § 1.988-2(b).

During the preparation of these final
regulations, the Treasury Department
and the IRS reviewed the existing
reporting requirements for short-term
debt instruments. Based on this review,
these final regulations exempt from
gross proceeds reporting all short-term
debt instruments. This exemption is
consistent with the existing exemption
from reporting for certain short-term
debt instruments in § 1.6045—
1(c)(3)(vii)(C), and the provisions in
these final regulations that exempt
short-term debt instruments from basis
reporting. Moreover, almost all income
related to short-term debt instruments is
captured through the income reporting
rules under section 6049 and any capital
gain or loss related to a short-term debt
instrument is expected to be very small.

C. Comments on Option Transactions

1. Scope of Option Reporting

In general, under the proposed
regulations, basis and gross proceeds
reporting applied to the following
options granted or acquired on or after
January 1, 2013: an option on one or
more specified securities, including an
option on an index substantially all the
components of which are specified
securities; an option on financial
attributes of specified securities, such as
interest rates or dividend yields; and a
warrant or a stock right on a specified
security. The scope provisions in these
final regulations are generally the same
as the scope provisions in the proposed
regulations, except that these final
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regulations explicitly exclude a
compensatory option. As announced in
Notice 2012—34, these final regulations
generally apply to an option granted or
acquired on or after January 1, 2014.

One commenter asked for clarification
of the concept of “financial attributes”
in the scope provision. After reviewing
the proposed language, the Treasury
Department and the IRS believe that the
list of items provided in § 1.6045—
1(m)(2)(i)(B) provides adequate detail to
describe the concept.

Commenters also requested that the
regulations not apply to options that are
subject to section 1256. As explained
immediately below, this comment was
not adopted in these final regulations.

2. Option Transactions Subject to
Section 1256

Numerous comments were received
related to nonequity options that are
covered by section 1256(b)(1)(C)
(“section 1256 options”), which
includes a listed option on a stock index
that is not a narrow-based security
index. Several commenters noted that
the substantive rules that apply to
section 1256 options are different from
the rules that apply to non-section 1256
options and asked for different reporting
treatment for the two types of options.
Some commenters requested an
exemption from reporting for all section
1256 options. The commenters
suggested that if a blanket exemption
from reporting is not provided, the IRS
should consider extending the reporting
rules for regulated futures contracts
described in § 1.6045-1(c)(5) to section
1256 options. One commenter noted
that although the current rules only
require reporting for regulated futures
contracts on Form 1099-B, some brokers
may already be reporting section 1256
options in a similar manner.

The Treasury Department and the IRS
agree that there should be different
reporting rules for section 1256 options
and non-section 1256 options. In
general, an option is subject to reporting
under section 6045 only if the option
references one or more specified
securities. For a nonequity option
described in section 1256(b)(1)(C) on
one or more specified securities, a
broker will apply the reporting rules
that apply to a regulated futures
contract, which are described in
§ 1.6045-1(c)(5). For an option on one or
more specified securities that is not
described in section 1256(b)(1)(C), a
broker will report gross proceeds and
basis in accordance with the rules in
these final regulations for a non-section
1256 option, which are described later
in this preamble.

a. Scope Issues Related to Section 1256
Options

A number of comments focused on
potential difficulties in distinguishing
between an option on a broad-based
index, which would be covered by
section 1256, and an option on a
narrow-based index, which would be
treated in the same manner as an option
on a single equity. Commenters
requested guidance about how to
determine whether an index is broad-
based or narrow-based, and some
commenters requested that the IRS
annually publish a list of what
constitutes a section 1256 option.
Alternatively, the commenters requested
complete exclusion of all stock index
options. These final regulations do not
provide substantive rules on index
options. Rather, to determine whether
an index substantially all the
components of which are specified
securities is a broad-based index under
section 1256(g)(6)(B), a broker must look
to rules established by the Securities
Exchange Commission and the
Commodities Futures Trading
Commission that determine which
regulator has jurisdiction over an option
on the index. An option on a broad-
based index is a nonequity option
described in section 1256(b)(1)(C).

Several commenters requested broker
penalty relief for good faith
determinations of section 1256 status for
index options. The Treasury Department
and the IRS appreciate the difficulty in
making determinations of section 1256
status. Therefore, these final regulations
grant relief under sections 6721 and
6722 if a broker determines in good faith
that an index is, or is not, a narrow-
based index described in section
1256(g)(6) and reports in a manner
consistent with that determination.

One commenter asked for an
exemption from basis reporting for
options on foreign currency and
suggested that foreign currency be
treated as a commodity. Because
commodities and foreign currency are
not specified securities, basis reporting
by a broker for an option on foreign
currency or an option on a commodity
is not currently required under section
6045. Accordingly, no change is made
in these final regulations in response to
this comment.

b. Other Issues Related to Section 1256
Options

A number of commenters asserted
that neither the wash sale rules under
section 1091 nor the short sale rules
described in section 1233 should apply
to a section 1256 option. One
commenter asked for clarification about

how holding period adjustments due to
application of the wash sale provisions
should be applied to section 1256
options. These comments have not been
adopted because the changes requested
are substantive in nature and outside
the scope of the reporting rules.

3. Non-Section 1256 Options

Comments were also received on the
rules in the proposed regulations
relating to non-section 1256 options.
Several commenters asserted that there
are administrative issues involved in
reporting over-the-counter (OTC)
options and asked that OTC options be
exempted from reporting. One
commenter suggested that if exemptions
were not granted, the IRS should create
a “best efforts”” safe harbor for OTC
options. The Treasury Department and
the IRS believe that it is reasonable to
expect a broker to know the information
required to report on an OTC option
when it is entered into or when it is
transferred into a customer’s account.
Moreover, the regulations under section
6045A require the transferor of an OTC
option to provide detailed information
to a receiving broker sufficient to
describe the option. This could include
data about the underlying asset, contract
size, non-standardized strike price, and
expiration date. These final regulations
therefore apply to any OTC option on a
specified security.

For a cash settled non-section 1256
option, the proposed regulations
required a broker to adjust gross
proceeds related to an option
transaction by increasing gross proceeds
by the amount of any payments received
for issuing the option and decreasing
gross proceeds by the amount of any
payments made on the option. A
number of commenters requested that,
instead of decreasing gross proceeds by
amounts paid out, brokers be permitted
to report gross amounts paid and
received with respect to the option.
Under this approach, the gross proceeds
box on Form 1099-B would include all
payments received, and the basis box on
Form 1099-B would reflect any
payments made. These commenters
noted that some broker systems already
deal with equity options this way. This
suggestion has not been adopted
because it is not consistent with the
overall concept of gross proceeds and
basis reporting, which applies to all
covered securities. The rules in these
final regulations for a cash settled
option are based upon the basic idea
that costs related to the acquisition of a
position affect basis, while the costs
related to the sale or closeout of a
position affect gross proceeds. This is
consistent with the changes to the
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definition of gross proceeds in the
proposed regulations.

Under these final regulations,
expenses related to the sale of an asset
must be deducted from gross proceeds
and may not be added to basis. For a
purchased option, the basis in the
option will include the premium paid as
well as any commissions, fees, or other
transaction costs related to the
purchase. Gross proceeds on the cash
settlement of the purchased option
should be adjusted to account for any
commissions, fees, or other transaction
costs related to the cash settlement. In
the case of a written option, a broker
must determine the amount of
reportable proceeds by subtracting from
the amount of the premium received for
writing the option any settlement
payments, commissions, or other costs
related to the close out or cash
settlement. At the suggestion of several
commenters, a clarification has been
added that the basis under this scenario
should be reported as $0.

One commenter requested that for
cash-settled options, acquisition costs
be treated as adjustments to gross
proceeds and that no adjustments be
made to basis for acquisition costs. This
comment has not been adopted because
it is contrary to the requirements of
§1.263(a)-4(c), which require that
acquisition costs be treated as part of
basis.

One commenter requested that if
multiple option contracts are bundled
into a single investment vehicle and the
components cannot be separately
exercised, the investment will be treated
as a single instrument with a single
basis. These final regulations do not
adopt this comment because the basis of
each financial instrument is required to
be accounted for separately.

Another commenter asked that the
regulations explicitly address whether a
broker must take into account the
straddle rules under section 1092,
including the qualified covered call
rules in section 1092(c)(4). Consistent
with the approach taken for broker basis
reporting for stock, these final
regulations explicitly provide that a
broker will not take section 1092 into
consideration when determining basis
of an option that is a covered security.

Several comments were received
asking for guidance in determining
which options would be considered
substantially identical for the purpose of
applying the wash sale rules under
section 1091. The 2010 final regulations
only require a broker to apply the wash
sale rules when the transaction involves
covered securities with the same CUSIP
number, and these final regulations do
not change this rule.

4. Stock Acquired Through the Exercise
of a Compensatory Option

The proposed regulations provided
that a broker was permitted, but not
required, to increase a customer’s initial
basis in stock for income recognized
upon the exercise of a compensatory
option or the vesting or exercise of other
equity-based compensation
arrangement. The preamble to the
proposed regulations also stated that the
IRS might add a field to Form 1099-B
to indicate when stock was acquired via
the exercise of a compensatory option.
In response, commenters asked that
there be no change to the Form 1099—

B to reflect compensation status or,
alternatively, that using the indicator be
permitted, but not required. These
commenters indicated that
compensation information is not
accessible to most brokers, and
extensive reprogramming for both the
underlying database and the reporting
process would be required. The
commenters also expressed concerns
that, in many situations, a broker would
have to accept customer-provided
information in order to track the
compensation-related status.

After consideration of the comments,
the Treasury Department and the IRS
agree a compensation-related field
should not be added to the Form 1099—
B. The lack of a mechanism to
communicate whether the basis of stock
has been adjusted for the exercise of a
compensatory option coupled with a
system involving discretionary broker
adjustments for compensatory options
would, however, be unworkable.
Therefore, these final regulations
provide that brokers are not permitted to
adjust basis to account for the exercise
of a compensatory option that is granted
or acquired on or after January 1, 2014.
This approach will eliminate confusion
and uncertainty for an employee who
has exercised a compensatory option.
Under the permissive adjustment rule in
the proposed regulations, without an
indicator on Form 1099-B, an employee
would not necessarily know whether
the basis of the stock acquired through
the exercise of a compensatory option
had been adjusted by a broker to
account for any income recognized by
the employee due to the option exercise.
By prohibiting adjustment by a broker,
an employee will know that the basis
number reported by the broker only
reflects the strike price paid for the
stock and that a basis adjustment may
be necessary to reflect the full amount
paid by the employee.

5. Backup Withholding for Option
Transactions

One commenter asked for guidance on
how to implement backup withholding
for option transactions. In particular, the
commenter asked for clarification about
whether a rule similar to
§ 31.3406(b)(3)-2(b)(4) applies,
permitting a broker to withhold at either
the time of sale or upon a closing
transaction or lapse. The commenter
also asked how to apply backup
withholding to several situations
involving physically settled options or
when the taxpayer transfers an option or
ends up closing out an option
transaction at a loss. This comment is
not adopted because backup
withholding rules are outside the scope
of these final regulations.

6. Stock Rights and Warrants Under
Sections 305 and 307

Several commenters requested that
stock rights and warrants be excluded
from basis reporting. Several other
commenters addressed issues under
sections 305 and 307. One commenter
pointed out some administrative
problems with the taxpayer election to
allocate basis under section 307,
including the fact that the election to
allocate basis can be made after a
broker’s Form 1099-B reporting window
closes. This commenter recommended
requiring basis adjustments to reflect the
issuance of stock rights or warrants only
when section 307 requires allocation of
basis because the value of the stock right
or warrant represents 15% or more of
the fair market value of the old stock.
Another commenter noted that
distributions of stock rights or warrants
representing 15% or more of the value
of the old stock are uncommon and
recommended that brokers should not
make an adjustment for the effects of
section 307.

One commenter requested a
clarification of the rules for a stock right
or warrant that terminates other than by
exercise or actual sale, so that a closing
transaction that results in $0 proceeds is
not a sale subject to reporting on a Form
1099-B. The commenter was concerned
that in many cases a broker would have
to report a lapse of a stock right or
warrant by reporting $0 as proceeds on
the Form 1099-B, even in situations
where there is no basis to report.

After consideration of the comments,
these final regulations provide that a
broker is permitted, but not required, to
apply the rules of sections 305 and 307
when reporting the basis of a stock right
or warrant or any stock related to a stock
right or warrant. This rule will permit
the industry to deploy its resources
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most efficiently. A broker who already
supports adjustments under sections
305 and 307 will not need to reprogram
its systems, while a broker who does not
currently support the adjustments can
decide to do so later, or not at all. Note
that, under these final regulations, a
stock right or a warrant purchased from
the original recipient is treated as an
option.

D. Other Financial Instruments Subject
to Reporting

One commenter asked for an explicit
exemption from reporting for single
stock futures that fall under section
1234B or for guidance on how to apply
section 1234B. This request was not
adopted; instead, these final regulations
add section 1234B contracts to the
definitions of specified security and
covered security. The Treasury
Department and the IRS believe that
there is no reason to exclude single
stock futures on a specified security
from information reporting when
information reporting is generally
required on stock, options on stock, and
regulated futures contracts.

E. Transfer Reporting Under Section
6045A

Numerous comments were received
related to transfer reporting for debt
instruments, as required by section
6045A. Many comments focused on the
information that was to be included on
the transfer statement. Some
commenters argued for the transfer of
original purchase information related to
debt instruments because some brokers
will recompute OID, market discount,
bond premium, and acquisition
premium through the transfer date and
will use the recomputed numbers,
instead of the numbers provided by the
prior broker, to populate their data
systems. Other commenters argued that
only adjusted basis needs to be
transferred to provide for subsequent
accrual computations; these
commenters point out that some
adjustments, such as wash sale loss
deferrals and holding period
adjustments, will be reported accurately
if adjusted basis is reported on a transfer
statement, but may not be reflected if
basis is recomputed based on original
purchase information. Further, to the
extent that a transferor broker might
have used a computational method that
is different from the method used by the
receiving broker, as long as each broker
is internally consistent in reporting
income and adjusting basis, permitting
the receiving broker to start from
adjusted basis will help ensure that
there is no duplication or omission of
income and adjustments. Another

commenter argued that the market
discount, acquisition premium, and
bond premium amounts should be
implicit in the combination of adjusted
issue price and adjusted cost basis, and
transfer of the details is not needed. One
commenter suggested treating each
transfer as though it were a new
purchase. This would entail comparing
the reported adjusted basis to the
adjusted issue price, determining new
amounts of bond premium, market
discount, or acquisition premium, and
then basing all further accruals on these
numbers.

After consideration of the comments,
the Treasury Department and the IRS
believe that brokers and customers are
better served when all relevant
information is provided when a security
is transferred. These final regulations
therefore generally require the
information specified in the proposed
regulations, and have expanded the list
of information that must be provided to
support the new requirement that a
broker support customer debt
instrument elections. It is not
anticipated that a particular receiving
broker will necessarily use all of the
information received. For example, if a
receiving broker’s systems are set up to
recompute debt instrument accruals
from the issue date, that broker may not
find the data for adjusted issue price as
of the transfer date to be useful.

Several commenters also expressed
concerns about transferring data
purchased from third-party vendors.
One commenter suggested that
communicating the CUSIP identifier for
a debt instrument might be sufficient to
enable a receiving broker to retrieve
information that applies to all debt
instruments in a particular issue, such
that some of the data described in the
proposed regulations might not be
necessary. Another commenter argued
that data specific to a customer, such as
initial purchase price and date, and the
CUSIP should provide a receiving
broker with all information needed to
properly compute debt instrument
accruals.

These final regulations, like the
proposed regulations, require that a
transferor broker provide all information
necessary to allow a receiving broker to
comply with its information reporting
obligations. Consistent with the
comments, if providing a CUSIP number
or similar security identifier is adequate
to enable the receiving broker to obtain
some of the required information, a
transferring broker is permitted to
supply the CUSIP number or security
identifier as a substitute for that
information. For example, data that
applies to all debt instruments in an

issue, such as issuer name, issue date,
coupon rate, coupon payment dates, or
issue price, might be data that could be
derived from a CUSIP or other security
identifier. However, under these final
regulations, like the proposed
regulations, a receiving broker may
request to receive the information
specified in the regulations from the
transferor broker. Further, data specific
to a customer, such as price paid by the
customer, the acquisition date, or yield,
must be transmitted separately as these
data will be different for each customer
and cannot be derived from the CUSIP
number.

A few commenters focused
specifically on the list of debt
instrument-specific data that was
included in proposed § 1.6045A—-1(b)(3).
One commenter asked if the amount of
acquisition premium already amortized
should be added to the list, pointing out
that accrued market discount and
amortized bond premium are already
reportable. One commenter asked that
the date through which the transferor
broker made adjustments be added to
the list. These final regulations adopt
these comments and add these data to
the list of transfer statement items.

One commenter asked whether, when
complying with the transfer statement
rules under section 6045A for a section
1256 option, a broker may report the
adjusted basis instead of the original
basis for a position that has been
marked to market. Section 1.6045A—
1(b)(1)(vii) of the 2010 final regulations
requires a broker to report the adjusted
basis of a specified security. Therefore,
no change is needed to address this
comment.

One commenter asked for penalty
relief for transfer reporting analogous to
the relief that was provided for transfer
reporting for stock in Notice 2010-67,
2010-43 I.R.B. 529. Under Notice 2010—
67, although broker reporting for basis
began for some stock acquired on or
after January 1, 2011, transferring
brokers were given penalty relief if they
did not provide transfer statements for
transfers occurring during 2011, and
receiving brokers were instructed to
treat a transfer during 2011 for which no
transfer statement was received as the
transfer of a noncovered security.
Instead of penalty relief, the Treasury
Department and the IRS believe that it
is appropriate to provide additional
time for brokers to phase in transfer
reporting for transfers of debt
instruments, options, and securities
futures contracts, and the final
regulations provide that transfer
reporting for debt instruments, options,
and securities futures contracts will be
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applicable no earlier than January 1,
2015.

F. Issuer Reporting Under Section 6045B

A number of comments were received
concerning returns relating to issuer
actions affecting the basis of securities
under section 6045B. Several
commenters asked whether certain
types of events would be reportable
under section 6045B, including the
issuance of a debt instrument, a
reissuance of a debt instrument, and a
reorganization in bankruptcy where new
debt instruments are issued for old debt
instruments. Section 6045B only applies
to an issuer action that affects basis. The
issuance of a debt instrument generally
is not an issuer action affecting the basis
of a debt instrument. Accordingly, in
many cases, the issuance of a debt
instrument is not subject to section
6045B. The legislative history, however,
indicates that reorganizations, such as
mergers and acquisitions, are among the
organizational actions that can trigger
reporting under section 6045B. Thus, for
example, the issuance of a debt
instrument in a recapitalization,
including a recapitalization resulting
from a significant modification or a
bankruptcy reorganization, can be an
issuer action affecting the basis of a debt
instrument for purposes of section
6045B.

One commenter pointed out that a
REMIC regular interest is excluded from
being a covered security, but is not
excluded from being a specified
security. With respect to reporting
under section 6045B, the commenter
requested that if a specified security is
not subject to basis reporting, issuer
reporting under section 6045B should
not be required. These final regulations
clarify that a REMIC regular interest is
not a specified security and, therefore,
is not subject to reporting under section
6045B.

Section 1.6045B—1(a)(3) of the 2010
final regulations provides that an issuer
may meet its reporting obligation under
section 6045B by posting a copy of Form
8937 to its public Web site. One
commenter renewed a request that the
IRS permit an issuer to provide the
information required by section 6045B
on a Web site without posting a copy of
Form 8937. The regulations do not
adopt this suggestion because posting a
copy of Form 8937 ensures consistent
presentation of the reported
information. Another commenter noted
that posting a copy of Form 8937 could
facilitate identity theft because the
written signature of the certifying
company official would be widely
available. These final regulations allow
an issuer to publicly post a Form 8937

with an electronic signature as an
alternative to a written signature.

One commenter requested that a
clearing organization involved in
clearing exchange-traded options be
treated as an issuer rather than a writer
for purposes of section 6045B. Other
commenters suggested language to
clarify the identification of the party
responsible for reporting in the case of
an OTC option. In response to the
commenters, these final regulations
specify that a clearing organization that
is the counterparty to an exchange-
traded option is the issuer of the option
for purposes of section 6045B, and the
writer of an OTC option is the issuer for
purposes of section 6045B.

One commenter pointed out that
currently there is no safe harbor for
modifications to non-debt instruments,
so any modification of an option
technically might result in a taxable
event. The commenter recommended
providing an assumption for brokers
that changes to option terms do not
result in a taxable event if section 1001
does not apply. This request is outside
the scope of the current project and so
no changes were made to these final
regulations in response to this comment.
It should be noted, however, that under
these final regulations, an option issuer
only needs to comply with § 1.6045B—1
if the change in the underlying asset
results in a different number of option
contracts. If the terms of the option are
changed to reflect a corporate event, but
the number of option contracts does not
change, a section 6045B event has not
occurred.

G. Foreign Intermediaries

One commenter requested that foreign
entities that are not U.S. payors and are
either qualified intermediaries or
participating foreign financial
institutions be excluded from basis
reporting requirements. The Treasury
Department and the IRS intend to issue
future guidance coordinating the
reporting requirements applicable to
qualified intermediaries and
participating foreign financial
institutions under chapter 61 (including
section 6045) with the applicable
chapter 4 reporting requirements.

H. Temporary Regulations Related to
Reporting of Bond Premium and
Acquisition Premium

As noted earlier in this preamble, a
number of commenters requested that
the rules for reporting interest income
associated with a debt instrument
acquired at a premium be conformed to
the rules regarding basis reporting for
these same debt instruments. Under the
current information reporting rules

under section 6049, interest income is
reported without adjustment for bond
premium or acquisition premium.

Under section 171(e) (which was
added to the Code in 1988) and §1.171—
1 (which was amended in 1997 to reflect
the addition of section 171(e)),
amortized bond premium offsets stated
interest payments. As a result, only the
portion of a stated interest payment that
is not offset by the amortized premium
is treated as interest for federal income
tax purposes. Under section 6049(a), the
Secretary can prescribe regulations to
implement the reporting of interest
payments, which includes the
determination of the amount of a
payment that is reportable interest.
Similarly, notwithstanding section
6049(d)(6)(A)(i), under section 6049(a),
the Secretary can prescribe regulations
to implement the reporting of OID,
which includes the determination of the
amount reportable as OID (interest).

The Treasury Department and the IRS
believe that the income reporting and
basis reporting rules should be
consistent. Therefore, to improve
consistency between income reporting
and basis reporting and to provide
immediate guidance to brokers and
investors, this document adds
temporary regulations under section
6049 to require broker reporting of
interest (OID) income to reflect amounts
of amortized bond premium or
acquisition premium for a covered debt
instrument.

Under the temporary regulations, for
purposes of section 6049, a broker will
assume that a customer has elected to
amortize bond premium unless the
broker has been notified that the
customer has not made the election. It
should be noted that this change applies
only to the information reported by the
broker to its customer. Thus, a customer
that does not prefer to make the section
171 election can report interest on the
customer’s income tax return
unadjusted for bond premium because
the information reporting rules do not
change the substantive rules affecting
bond premium (or any of the other rules
pertaining to OID, market discount, or
acquisition premium). Moreover, a
customer can notify a broker that the
customer has not made or has revoked
a section 171 election, and the broker is
required to reflect this fact on the Form
1099-INT and the Form 1099-B. If a
broker is required to report amounts
reflecting amortization of bond
premium, the temporary regulations
allow a broker to report either a gross
amount for both stated interest and
amortized bond premium or a net
amount of stated interest that reflects
the offset of the stated interest payment
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by the amount of amortized bond
premium allocable to the payment.

In addition, under the temporary
regulations, for purposes of section
6049, a broker must report OID adjusted
for acquisition premium in accordance
with § 1.1272-2 by assuming that a
customer has not elected to amortize
acquisition premium based on a
constant yield. However, if the broker
has been notified that the customer has
made an election to amortize acquisition
premium based on a constant yield, the
broker is required to reflect this fact on
the Form 1099-0OID and the Form 1099-
B. The temporary regulations allow a
broker to report either a gross amount
for both OID and acquisition premium,
or a net amount of OID that reflects the
offset of the OID by the amount of
amortized acquisition premium
allocable to the OID.

1. Form 8281

Under § 1.1275-3(c) of the current
final regulations, an issuer of a publicly
offered debt instrument issued with OID
must file a Form 8281, “Information
Return for Publicly Offered Original
Issue Discount Instruments,” within 30
days after the issue date of the debt
instrument. The information from Form
8281 is used to develop the tables of
OID information that are part of
Publication 1212, “Guide to Original
Issue Discount (OID) Instruments.” To
be publicly offered, a debt instrument
generally must be registered with the
Securities and Exchange Commission as
of the instrument’s issue date. In many
instances, a debt instrument issued in a
private placement is registered with the
Securities and Exchange Commission
after the issue date. As a result, a Form
8281 is not required to be filed with the
IRS and, therefore, the OID information
generally does not appear in the
Publication 1212 tables. A number of
commenters on the proposed
regulations asked that OID information
on more debt instruments be provided
in the tables to Publication 1212. In
response to these comments, the
regulations under § 1.1275-3(c) are
amended to require the filing of a Form
8281 for a debt instrument that is part
of an issue the offering of which is
registered with the Securities and
Exchange Commission after the issue
date of the debt instrument. The Form
8281 is required to be filed within 30
days of the date the offering is registered
with the Securities and Exchange
Commission.

J. Consideration of Administrative
Burdens Related to Basis Reporting

A number of commenters indicated
that compliance with basis reporting

requirements and the use of basis and
other information reported by brokers
will require considerable resources and
effort on the part of return preparers and
information recipients. The Treasury
Department and the IRS are continuing
to review all aspects of the information
reporting process and are exploring
ways to reduce the compliance burden
for both brokers and for information
recipients.

Effective/Applicability Dates

These regulations are effective when
published in the Federal Register as
final regulations. In general, the
regulations regarding reporting of basis
and whether any gain or loss on a sale
is long-term or short-term under section
6045(g) apply to certain debt
instruments acquired on or after January
1, 2014. See §1.6045—1(n)(2). In general,
for all other debt instruments, the
regulations apply to debt instruments
acquired on or after January 1, 2016. See
§1.6045-1(n)(3). The regulations
regarding reporting of gross proceeds,
basis, and whether gain or loss on a sale
is long-term or short-term under section
6045(h) apply to options granted or
acquired on or after January 1, 2014.
The regulations regarding reporting of
basis and whether any gain or loss on
a sale is long-term or short-term apply
to securities futures contracts entered
into on or after January 1, 2014. In
general, the regulations regarding
transfer reporting for certain debt
instruments, options, and securities
futures contracts apply to transfers
occurring on or after January 1, 2015.
The regulations regarding transfer
reporting for more complex debt
instruments apply to transfers occurring
on or after January 1, 2017. See
§1.6045A-1(d). The regulations
regarding reporting for issuer actions
that affect the basis of certain debt
instruments, options, and securities
futures contracts apply to issuer actions
occurring on or after January 1, 2014.
The regulations regarding reporting for
issuer actions that affect the basis of
more complex debt instruments apply to
issuer actions occurring on or after
January 1, 2016. See § 1.6045B—1(j). The
final regulations regarding the filing of
Form 8281 apply to a debt instrument
that is part of an issue the offering of
which is registered with the Securities
and Exchange Commission on or after
January 1, 2014. The temporary
regulations under section 6049 relating
to the reporting of premium apply to
covered securities acquired on or after
January 1, 2014.

Special Analyses

It has been determined that this
rulemaking is not a significant
regulatory action as defined in
Executive Order 12866, as
supplemented by Executive Order
13563. Therefore, a regulatory
assessment is not required. It also has
been determined that section 553(b) of
the Administrative Procedure Act (5
U.S.C. chapter 5) does not apply to these
regulations, and because the temporary
regulations do not impose a collection
of information on small entities, the
Regulatory Flexibility Act (5 U.S.C.
chapter 6) does not apply to the
temporary regulations.

Pursuant to the Regulatory Flexibility
Act (5 U.S.C. chapter 6), it is hereby
certified that the final regulations in this
document will not have a significant
economic impact on a substantial
number of small entities. Any effect on
small entities by the rules in the final
regulations flows directly from section
403 of the Act.

Section 403(a) of the Act modifies
section 6045 to require that, when
reporting the sale of a covered security,
brokers report the adjusted basis of the
security and whether any gain or loss
with respect to the security is long-term
or short-term. The Act also requires
gross proceeds reporting for options. It
is anticipated that these statutory
requirements will fall only on financial
services firms with annual receipts
greater than $7 million and, therefore,
on no small entities. Further, in
implementing the statutory
requirements, the final regulations
generally limit reporting to information
required under the Act.

Section 403(a) of the Act requires a
broker to report the adjusted basis of a
debt instrument that is a covered
security. The holder of a debt
instrument is permitted to make a
number of elections that affect how
basis is computed. To minimize the
need for reconciliation between
information reported by a broker to both
a customer and the IRS and the amounts
reported on the customer’s tax return,
the final regulations require a broker to
take into account certain specified
elections in reporting information to the
customer. Therefore, under the final
regulations, a customer must provide
certain information concerning an
election to the broker in a written
notification, which includes a writing in
electronic format. It is anticipated that
this collection of information will not
fall on a substantial number of small
entities. Further, the final regulations
generally implement the statutory
requirements for reporting adjusted
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basis. Moreover, any economic impact is
expected to be minimal because it
should take a customer no more than
seven minutes to satisfy the
information-sharing requirement in
these final regulations.

Section 403(c) of the Act added
section 6045A, which requires
applicable persons to furnish a transfer
statement in connection with the
transfer of custody of a covered security.
The modifications to § 1.6045A—-1
effectuate the Act by giving the broker
who receives the transfer statement the
information necessary to determine and
report adjusted basis and whether any
gain or loss with respect to a debt
instrument or option is long-term or
short-term as required by section 6045
when the security is subsequently sold.
Consequently, the final regulations do
not add to the impact on small entities
imposed by the statutory scheme.
Instead, it limits the information to be
reported to only those items necessary
to effectuate the statutory scheme.

Section 403(d) of the Act added
section 6045B, which requires issuer
reporting by all issuers of specified
securities regardless of size and even
when the securities are not publicly
offered. The modifications to § 1.6045B—
1 limit reporting to the additional
information for debt instruments and
options necessary to meet the Act’s
requirements. Additionally, the final
regulations, as modified, retain the rule
that permits an issuer to report each
action publicly instead of filing a return
and furnishing each nominee or holder
a statement about the action. The final
regulations therefore do not add to the
statutory impact on small entities but
instead eases this impact to the extent
the statute permits.

Therefore, because the final
regulations in this document will not
have a significant economic impact on
a substantial number of small entities, a
regulatory flexibility analysis is not
required.

Pursuant to section 7805(f) of the
Code, the proposed regulations
preceding the final regulations in this
document were submitted to the Chief
Counsel for Advocacy of the Small
Business Administration for comment
on their impact on small business, and
no comments were received. In
addition, the proposed regulations
accompanying the section 6049
temporary regulations in this document
have been submitted to the Chief
Counsel for Advocacy of the Small
Business Administration for comment
on their impact on small business.

Drafting Information

The principal author of these
regulations is Pamela Lew, Office of
Associate Chief Counsel (Financial
Institutions and Products). However,
other personnel from the IRS and the
Treasury Department participated in
their development.

List of Subjects
26 CFR Part 1

Income taxes, Reporting and
recordkeeping requirements.
26 CFR Part 602

Reporting and recordkeeping
requirements.
Amendments to the Regulations

Accordingly, 26 CFR part 1 is
amended as follows:

PART 1—INCOME TAXES

m Paragraph 1. The authority citation for
part 1 is amended by adding an entry in
numerical order to read in part as
follows:

Authority: 26 U.S.C. 7805 * * *

Section 1.6049-9T also issued under
26 U.S.C. 6049(a). * * *

m Par. 2. Section 1.1271-0(b) is
amended by adding an entry for
§1.1275-3(c)(4) to read as follows:

§1.1271-0 Original issue discount;
effective date; table of contents.

* * * * *
(b) * k%
* * * * *

§1.1275-3 OID information reporting
requirements.

* * * * *

(C] * * *

(4) Subsequent registration.
* * * * *

m Par. 3. Section 1.1275-3 is amended
by adding paragraph (c)(4) to read as
follows:

§1.1275-3 OID information reporting
requirements.

(C] * % %

(4) Subsequent registration. Except as
provided in paragraph (c)(3) or (d) of
this section, the information reporting
requirements of paragraph (c)(1) of this
section apply to any debt instrument
that has original issue discount if the
instrument is part of an issue the
offering of which is registered with the
Securities and Exchange Commission
(SEC) after the issue date of the debt
instrument. For example, this paragraph
(c)(4) applies to a newly issued debt
instrument (B bond) exchanged for an

otherwise identical non-SEC-registered
debt instrument (A bond) if the B bond
is part of an issue the offering of which
is registered with the SEC and the B
bond has an issue date that is the same
as the issue date of the A bond for
federal tax purposes because the
exchange is not a realization event
under § 1.1001-3. If a debt instrument is
subject to this paragraph (c)(4), the
prescribed form (Form 8281 or any
successor) must be filed with the
Internal Revenue Service within 30 days
after the date the offering is registered
with the SEC. This paragraph (c)(4)
applies to a debt instrument that is part
of an issue the offering of which is
registered with the SEC on or after
January 1, 2014.

* * * * *
m Par. 4. Section 1.6045—-1 is amended
by:

m 1. Revising paragraphs (a)(3)(v) and
(a)(3)(vi) and adding paragraphs
(a)(3)(vii) and (a)(3)(viii).

m 2. Revising paragraphs (a)(8) and
(a)(9).

m 3. Revising paragraphs (a)(14) and
(a)(15)(1)(A).

m 4. Redesignating paragraph
(a)(15)(i)(C) as paragraph (a)(15)({i)(G)
and adding new paragraphs (a)(15)(i)(C)
through (a)(15)()(F).

m 5. Adding a new sentence at the end
of paragraph (a)(15)(ii).

m 6. Adding new paragraphs (a)(17) and
(a)(18).

m 7. Adding two new sentences at the
end of paragraph (c)(3)(vii)(C) and
adding a new sentence at the end of
paragraph (c)(3)(vii)(D).

m 8. Adding a new sentence at the end
of paragraph (c)(3)(x) and revising the
first two sentences in paragraph
(c)(3)(x1)(C).

m 9. Adding new paragraph (c)(3)(xiii).
m 10. Revising the last sentence of
paragraph (c)(4) Example 9 (i).

m 11. Adding two new sentences at the
end of paragraph (d)(2)(i) and revising
paragraph (d)(2)(ii) and the first
sentence of paragraph (d)(2)(iii).

m 12. Revising paragraph (d)(3).

m 13. Removing the first four sentences
of paragraph (d)(5) and adding six
sentences in their place.

m 14. Revising the second sentence and
adding two new sentences at the end of
paragraph (d)(6)(i).

m 15. Removing the first three sentences
of paragraph (d)(6)(ii)(A) and adding
five sentences in their place.

m 16. Revising the heading for paragraph
(d)(6)(i1)(B).

m 17. Revising the last sentence of
paragraph (d)(6)(iii)(A).

m 18. Revising paragraph (d)(6)(iv).

m 19. Revising paragraph (d)(6)(vii)
Example 4.



Federal Register/Vol.

78, No. 75/ Thursday, April 18, 2013/Rules and Regulations

23127

m 20. Revising the second sentence of

paragraph (d)(7)(i).

m 21. Removing the first sentence of

paragraph (d)(8)(i)(A) and adding a

sentence and a parenthetical phrase in

its place.

m 22. Adding paragraphs (m) and (n).
The additions and revisions read as

follows:

§1.6045-1 Returns of information of
brokers and barter exchanges.

(a) L

(3) * k%

(v) An interest in or right to purchase
any of the foregoing in connection with
the issuance thereof from the issuer or
an agent of the issuer or from an
underwriter that purchases any of the
foregoing from the issuer;

(vi) An interest in a security described
in paragraph (a)(3)(i) or (iv) of this
section (but not including executory
contracts that require delivery of such
type of security);

(vii) An option described in paragraph
(m)(2) of this section; or

(viii) A securities futures contract.

* * * * *

(8) The term closing transaction
means a lapse, expiration, settlement,
abandonment, or other termination of a
position. For purposes of the preceding
sentence, a position includes a right or
an obligation under a forward contract,
a regulated futures contract, a securities
futures contract, or an option.

(9) The term sale means any
disposition of securities, commodities,
options, regulated futures contracts,
securities futures contracts, or forward
contracts, and includes redemptions of
stock, retirements of debt instruments
(including a partial retirement
attributable to a principal payment
received on or after January 1, 2014),
and enterings into short sales, but only
to the extent any of these actions are
conducted for cash. In the case of an
option, a regulated futures contract, a
securities futures contract, or a forward
contract, a sale includes any closing
transaction. When a closing transaction
for a contract described in section
1256(b)(1)(A) involves making or taking
delivery, there are two sales, one
resulting in profit or loss on the
contract, and a separate sale on the
delivery. When a closing transaction for
a contract described in section 988(c)(5)
involves making delivery, there are two
sales, one resulting in profit or loss on
the contract, and a separate sale on the
delivery. For purposes of the preceding
sentence, a broker may assume that any
customer’s functional currency is the
U.S. dollar. When a closing transaction
in a forward contract involves making or
taking delivery, the broker may treat the

delivery as a sale without separating the
profit or loss on the contract from the
profit or loss on the delivery, except that
taking delivery for United States dollars
is not a sale. The term sale does not
include entering into a contract that
requires delivery of personal property or
an interest therein, the initial grant or
purchase of an option, or the exercise of
a purchased call option for physical
delivery (except for a contract described
in section 988(c)(5)). For purposes of
this section only, a constructive sale
under section 1259 and a mark to fair
market value under section 475 or 1296
are not sales.

* * * * *

(14) The term specified security
means:

(i) Any share of stock (or any interest
treated as stock, including, for example,
an American Depositary Receipt) in an
entity organized as, or treated for
Federal tax purposes as, a corporation,
either foreign or domestic (provided
that, solely for purposes of this
paragraph (a)(14)(i), a security classified
as stock by the issuer is treated as stock,
and if the issuer has not classified the
security, the security is not treated as
stock unless the broker knows that the
security is reasonably classified as stock
under general Federal tax principles);

(ii) Any debt instrument described in
paragraph (a)(17) of this section, other
than a debt instrument subject to section
1272(a)(6) (certain interests in or
mortgages held by a REMIC, certain
other debt instruments with payments
subject to acceleration, and pools of
debt instruments the yield on which
may be affected by prepayments) or a
short-term obligation described in
section 1272(a)(2)(C);

(iii) Any option described in
paragraph (m)(2) of this section; or

(iv) Any securities futures contract.

(15] * % %

(i) * *x %

(A) A specified security described in
paragraph (a)(14)(i) of this section
acquired for cash in an account on or
after January 1, 2011, except stock for
which the average basis method is
available under § 1.1012-1(e).

* * * * *

(C) A specified security described in
paragraphs (a)(14)(ii) and (n)(2)(i) of this
section (not including the debt
instruments described in paragraph
(n)(2)(ii) of this section) acquired for
cash in an account on or after January
1, 2014.

(D) A specified security described in
paragraphs (a)(14)(ii) and (n)(3) of this
section acquired for cash in an account
on or after January 1, 2016.

(E) An option described in paragraph
(a)(14)(iii) of this section granted or

acquired for cash in an account on or
after January 1, 2014.

(F) A securities futures contract
described in paragraph (a)(14)(iv) of this
section entered into in an account on or
after January 1, 2014.

* * * * *

(ii) * * * Acquiring a security in an
account includes granting an option and
entering into a short sale.

* * * * *

(17) For purposes of this section, the
terms debt instrument, bond, debt
obligation, and obligation mean a debt
instrument as defined in §1.1275-1(d)
and any instrument or position that is
treated as a debt instrument under a
specific provision of the Internal
Revenue Code (for example, a regular
interest in a REMIC as defined in
section 860G(a)(1) and §1.860G—1).
Solely for purposes of this section, a
security classified as debt by the issuer
is treated as debt. If the issuer has not
classified the security, the security is
not treated as debt unless the broker
knows that the security is reasonably
classified as debt under general Federal
tax principles or that the instrument or
position is treated as a debt instrument
under a specific provision of the
Internal Revenue Code.

(18) For purposes of this section, the
term securities futures contract means a
contract described in section 1234B(c)
whose underlying asset is described in
paragraph (a)(14)(i) of this section and
which is entered into on or after January
1, 2014.

* * *

* x %

* * The preceding sentence

does not apply to a debt instrument
issued on or after January 1, 2014. For

a short-term obligation issued on or after
January 1, 2014, see paragraph
(c)(3)(xiii) of this section.

(D) * * * The preceding sentence
does not apply to a debt instrument
issued on or after January 1, 2014.

* * * * *

(x) Certain retirements. * * * The
preceding sentence does not apply to a
debt instrument issued on or after
January 1, 2014.

(Xi) EE

(C) Short sale obligation transferred to
another account. If a short sale
obligation is satisfied by delivery of a
security transferred into a customer’s
account accompanied by a transfer
statement (as described in § 1.6045A—
1(b)(7)) indicating that the security was
borrowed, the broker receiving custody
of the security may not file a return of
information under this section. The
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receiving broker must furnish a
statement to the transferor that reports
the amount of gross proceeds received
from the short sale, the date of the sale,
the quantity of shares, units, or amounts
sold, and the Committee on Uniform
Security Identification Procedures
(CUSIP) number of the sold security (if
applicable) or other security identifier
number that the Secretary may
designate by publication in the Federal
Register or in the Internal Revenue
Bulletin (see §601.601(d)(2) of this
chapter). * * *

* * * * *

(xiii) Short-term obligations issued on
or after January 1, 2014. No return of
information is required under this
section with respect to a sale (including
a retirement) of a short-term obligation,
as described in section 1272(a)(2)(C),
that is issued on or after January 1,
2014.

(4) * % %

Example 9. (i) * * * N indicates on the
transfer statement that the transferred stock
was borrowed in accordance with § 1.6045A—
1(b)(7).

* * * * *

(d)* * *

(2) Transactional reporting—(i)
Required information. * * * In
addition, for a sale of a covered security
on or after January 1, 2014, a broker
must report on Form 1099-B whether
any gain or loss is ordinary. See
paragraph (m) of this section for
additional rules related to options and
paragraph (n) of this section for
additional rules related to debt
instruments.

(ii) Specific identification of
securities. Except as provided in
§ 1.1012-1(e)(7)(ii), for a specified
security described in paragraph
(a)(14)(i) of this section sold on or after
January 1, 2011, or for a specified
security described in paragraph
(a)(14)(ii) of this section sold on or after
January 1, 2014, a broker must report a
sale of less than the entire position in
an account of a specified security that
was acquired on different dates or at
different prices consistently with a
customer’s adequate and timely
identification of the security to be sold.
See §1.1012-1(c). If the customer does
not provide an adequate and timely
identification for the sale, the broker
must first report the sale of securities in
the account for which the broker does
not know the acquisition or purchase
date followed by the earliest securities
purchased or acquired, whether covered
securities or noncovered securities.

(iii) Sales of noncovered securities. A
broker is not required to report adjusted
basis and the character of any gain or

loss for the sale of a noncovered security
if the return identifies the sale as a sale
of a noncovered security. * * *

* * * * *

(3) Sales between interest payment
dates. For each sale of a debt instrument
prior to maturity with respect to which
a broker is required to make a return of
information under this section, a broker
must show separately on Form 1099 the
amount of accrued and unpaid qualified
stated interest as of the sale date that
must be reported by the customer as
interest income under § 1.61-7(d). See
§1.1273-1(c) for the definition of
qualified stated interest. Such interest
information must be shown in the
manner and at the time required by
Form 1099 and section 6049.

* * * * *

(5) Gross proceeds. For purposes of
this section, gross proceeds on a sale are
the total amount paid to the customer or
credited to the customer’s account as a
result of the sale reduced by the amount
of any qualified stated interest reported
under paragraph (d)(3) of this section
and increased by any amount not paid
or credited by reason of repayment of
margin loans. In the case of a closing
transaction (other than a closing
transaction related to an option) that
results in a loss, gross proceeds are the
amount debited from the customer’s
account. For sales before January 1,
2014, a broker may, but is not required
to, reduce gross proceeds by the amount
of commissions and transfer taxes,
provided the treatment chosen is
consistent with the books of the broker.
For sales on or after January 1, 2014, a
broker must reduce gross proceeds by
the amount of commissions and transfer
taxes related to the sale of the security.
For securities sold pursuant to the
exercise of an option granted or
acquired before January 1, 2014, a
broker may, but is not required to, take
the option premiums into account in
determining the gross proceeds of the
securities sold, provided the treatment
chosen is consistent with the books of
the broker. For securities sold pursuant
to the exercise of an option granted or
acquired on or after January 1, 2014, or
for the treatment of an option granted or
acquired on or after January 1, 2014, see
paragraph (m) of this section. * * *

(6) Adjusted basis—(i) In general.

* * * A broker is not required to
consider transactions or events
occurring outside the account except for
an organizational action taken by an
issuer during the period the broker
holds custody of the security (beginning
with the date that the broker receives a
transferred security) reported on an
issuer statement (as described in

§1.6045B—1) furnished or deemed
furnished to the broker. Except as
otherwise provided in paragraph (n) of
this section, a broker is not required to
consider customer elections. For rules
related to the adjusted basis of a debt
instrument, see paragraph (n) of this
section.

(ii) Initial basis—(A) Cost basis. For a
security acquired for cash, the initial
basis generally is the total amount of
cash paid by the customer or credited
against the customer’s account for the
security, increased by the commissions
and transfer taxes related to its
acquisition. A broker may, but is not
required to, take option premiums into
account in determining the initial basis
of securities purchased or acquired
pursuant to the exercise of an option
granted or acquired before January 1,
2014. For rules related to options
granted or acquired on or after January
1, 2014, see paragraph (m) of this
section. A broker may, but is not
required to, increase initial basis for
income recognized upon the exercise of
a compensatory option or the vesting or
exercise of other equity-based
compensation arrangements, granted or
acquired before January 1, 2014. A
broker may not increase initial basis for
income recognized upon the exercise of
a compensatory option or the vesting or
exercise of other equity-based
compensation arrangements, granted or
acquired on or after January 1, 2014.
R

(B) Basis of transferred securities
* * %

* * * * *

(iii) Adjustments for wash sales—(A)
In general. * * * The broker must
increase the basis of the purchased
security by the amount of loss

disallowed on the sale transaction.
* * * * *

(iv) Certain adjustments not taken
into account. A broker is not required to
apply section 1259 (regarding
constructive sales), section 475
(regarding the mark-to-market method of
accounting), section 1296 (regarding the
mark-to-market method of accounting
for marketable stock in a passive foreign
investment company), or section 1092
(regarding straddles) when reporting
adjusted basis.

* * * * *

(Vll) * Kk %

Example 4. R, an employee of C, a
corporation, participates in C’s stock option
plan. On April 2, 2014, C grants R a
nonstatutory option under the plan to buy
100 shares of stock. The option becomes
substantially vested on April 2, 2015. On
October 2, 2015, R exercises the option and
purchases 100 shares. On December 2, 2015,
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R sells the 100 shares. Under paragraph
(d)(6)(ii)(A) of this section, C is required to
determine adjusted basis from the amount R
pays under the terms of the option. Under
paragraph (d)(6)(ii)(A) of this section, C is not
permitted to adjust basis for any amount R
must include as wage income with respect to
the October 2, 2015, stock purchase.

(7) Long-term or short-term gain or
loss—(i) In general. * * * A broker is
not required to consider transactions,
elections, or events occurring outside
the account except for an organizational
action taken by an issuer during the
period the broker holds custody of the
security (beginning with the date that
the broker receives a transferred
security) reported on an issuer
statement (as described in § 1.6045B—1)
furnished or deemed furnished to the
broker.

* * * * *

(8) Conversion into United States
dollars of amounts paid or received in
foreign currency—(i) Conversion rules—
(A) When a payment other than a
payment of interest is made in a foreign
currency, a broker must determine the
U.S. dollar amount of the payment by
converting the foreign currency into
U.S. dollars on the date it receives,
credits, or makes the payment, as
applicable, at the spot rate (as defined
in §1.988-1(d)(1)) or pursuant to a
reasonable spot rate convention. (For
interest payments, see paragraph
(n)(4)(v) of this section concerning a

customer’s spot rate election.) * * *
* * * * *

(m) Additional rules for option
transactions—(1) In general. This
paragraph (m) provides rules for a
broker to determine and report the
information required under this section
for an option that is a covered security
under paragraph (a)(15)(i)(E) of this
section.

(2) Scope—(i) In general. Paragraph
(m) of this section applies to the
following types of options granted or
acquired on or after January 1, 2014:

(A) An option on one or more
specified securities (which includes an
index substantially all the components
of which are specified securities);

(B) An option on financial attributes
of specified securities, such as interest
rates or dividend yields; or

(C) A warrant or a stock right.

(ii) Delayed effective date for certain
options. Notwithstanding paragraph
(m)(2)(i) of this section, if an option,
stock right, or warrant is issued as part
of an investment unit described in
§1.1273-2(h), paragraph (m) of this
section applies to the option, stock
right, or warrant if it is acquired on or
after January 1, 2016.

(iii)) Compensatory option.
Notwithstanding paragraphs (m)(2)(i)
and (m)(2)(ii) of this section, paragraph
(m) of this section does not apply to
compensatory options.

(3) Option subject to section 1256. If
an option described in paragraph (m)(2)
of this section is also described in
section 1256(b), a broker must apply the
rules described in paragraph (c)(5) of
this section by treating the option as if
it were a regulated futures contract and
must report the information required
under paragraph (c)(5) of this section. A
broker is permitted, but not required, to
report the amounts for options and the
amounts for regulated futures contracts
determined under paragraph (c)(5) of
this section as a net amount for each
reportable item.

(4) Option not subject to section 1256.
The following rules apply to an option
that is described in paragraph (m)(2) of
this section but is not also described in
paragraph (m)(3) of this section:

(i) Physical settlement. For purposes
of paragraph (d) of this section, if a
specified security (other than an option)
is acquired or disposed of pursuant to
the exercise of an option, the broker
must adjust the basis of the acquired
asset or the gross proceeds amount as
appropriate to account for any payment
related to the option, including the
premium.

(ii) Cash settlement. For purposes of
paragraph (d) of this section, for an
option that is settled for cash, a broker
must reflect on Form 1099-B all
payments made or received on the
option. For a purchased option, a broker
must report as basis the premium paid
plus any costs (for example,
commissions) related to the acquisition
of the option and must report as
proceeds the gross proceeds from
settlement minus any costs related to
the settlement of the option. For a
written option, a broker must report as
proceeds the premium received
decreased by any amounts paid on the
option and report $0 as the basis of the
option.

(iii) Rules for warrants and stock
rights acquired in a section 305
distribution. For a right (including a
warrant) to acquire stock received in the
same account as the underlying security
in a distribution that is described in
section 305(a), a broker is permitted, but
not required, to apply the rules
described in sections 305 and 307 when
reporting or accounting for the basis of
the option and the underlying equity. If
a stock right or warrant is acquired from
the initial distributee, the buyer or
transferee must treat it as an option
covered by either paragraph (m)(4)(i) or
(m)(4)(ii) of this section.

(iv) Examples. The following
examples illustrate the rules in this
paragraph (m)(4):

Example 1. (i) On January 15, 2014, C, an
individual who is neither a dealer nor a
trader in securities, writes a 2-year exchange-
traded option on 100 shares of Company X
through Broker D. C receives a premium for
the option of $100 and pays no commission.
In C’s hands, the option produces capital
gain or loss and Company X stock is a capital
asset. On December 16, 2014, C pays $110 to
close out the option.

(ii) D is required to report information
about the closing transaction because the
option is a covered security as described in
paragraph (a)(15)(i)(E) of this section and was
part of a closing transaction described in
paragraph (a)(8) of this section. Under
paragraph (m)(4)(ii) of this section, D must
report as gross proceeds on C’s Form 1099—
B -$10 (the $100 received as option premium
minus the $110 C paid to close out the
option) and report $0 in the basis box on the
Form 1099-B. Under section 1234(b)(1) and
paragraph (d)(2) of this section, D must also
report the loss on the closing transaction as
a short-term capital loss.

Example 2. (i) On January 15, 2014, E, an
individual who is neither a dealer nor a
trader in securities, buys a 2-year exchange-
traded option on 100 shares of Company X
through Broker F. E pays a premium of $100
for the option and pays no commission. In
E’s hands, both the option and Company X
stock are capital assets. On December 16,
2014, E receives $110 to close out the option.

(ii) F is required to report information
about the closing transaction because the
option is a covered security as described in
paragraph (a)(15)(i)(E) of this section and was
part of a closing transaction described in
paragraph (a)(8) of this section. Because the
option is on the shares of a single company,
it is an equity option described in section
1256(g)(6) and is not described in section
1256(b)(1)(C). Therefore, the rules of
paragraph (m)(3) of this section do not apply,
and F must report under paragraph (m)(4) of
this section. Under paragraph (m)(4)(ii) of
this section, F must report $110 as gross
proceeds on the Form 1099-B for the gross
proceeds E received and $100 in the basis
box on the Form 1099-B to reflect the $100
option premium paid. Under section
1234(b)(1) and paragraph (d)(2) of this
section, F must also report the gain on the
closing transaction as a short-term capital
gain.

(5) Multiple options documented in a
single contract. If more than one option
described in paragraph (m)(2) of this
section is documented in a single
contract, a broker must separately report
the required information for each option
as that option is sold.

(6) Determination of index status.
Penalties will not be asserted under
sections 6721 and 6722 if a broker in
good faith determines that an index is,
or is not, a narrow-based index
described in section 1256(g)(6) and
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reports in a manner consistent with this
determination.

(n) Reporting for debt instrument
transactions—(1) In general. For
purposes of this section, this paragraph
(n) provides rules for a broker to
determine and report information for a
debt instrument that is a covered
security under paragraph (a)(15)(i)(C) or
(D) of this section. Neither a debt
instrument subject to section 1272(a)(6)
nor a short-term obligation described in
section 1272(a)(2)(C) is subject to this
paragraph (n) because neither is a
specified security under paragraph
(a)(14)(ii) of this section (a requirement
for a debt instrument to be a covered
security).

(2) Debt instruments subject to
January 1, 2014, reporting—(i) In
general. For purposes of paragraph
(a)(15)(i)(C) of this section, except as
provided in paragraph (n)(2)(ii) of this
section, a debt instrument is described
in this paragraph (n)(2)(i) if the debt
instrument is one of the following:

(A) A debt instrument that provides
for a single fixed payment schedule for
which a yield and maturity can be
determined for the instrument under
§1.1272-1(b);

(B) A debt instrument that provides
for alternate payment schedules for
which a yield and maturity can be
determined for the instrument under
§1.1272-1(c); or

(C) A debt instrument for which the
yield of the debt instrument can be
determined under § 1.1272-1(d).

(ii) Exceptions. A debt instrument is
not described in paragraph (n)(2)(i) of
this section if the debt instrument is one
of the following:

(A) A debt instrument that provides
for more than one rate of stated interest
(including a debt instrument that
provides for stepped interest rates);

(B) A convertible debt instrument
described in §1.1272-1(e);

(C) A stripped bond or stripped
coupon subject to section 1286;

(D) A debt instrument that requires
payment of either interest or principal
in a currency other than the U.S. dollar;

(E) A debt instrument that, at one or
more times in the future, entitles a
holder to a tax credit;

(F) A debt instrument that provides
for a payment-in-kind (PIK) feature (that
is, under the terms of the debt
instrument, a holder may receive one or
more additional debt instruments of the
issuer);

(G) A debt instrument issued by a
non-U.S. issuer;

(H) A debt instrument for which the
terms of the instrument are not
reasonably available to the broker
within 90 days of the date the debt

instrument was acquired by the
customer;

(I) A debt instrument that is issued as
part of an investment unit described in
§1.1273-2(h); or

(J) A debt instrument evidenced by a
physical certificate unless such
certificate is held (whether directly or
through a nominee, agent, or subsidiary)
by a securities depository or by a
clearing organization described in
§1.1471-1(b)(18).

(iii) Remote or incidental. For
purposes of paragraphs (n)(2)(i) and
(n)(2)(ii) of this section, a remote or
incidental contingency (as determined
under § 1.1275-2(h)) is ignored.

(iv) Penalty rate. For purposes of
paragraph (n)(2)(ii)(A) of this section, a
debt instrument does not provide for
more than one rate of stated interest
merely because the instrument provides
for a penalty interest rate or an
adjustment to the stated interest rate in
the event of a default or similar event.

(3) Debt instruments subject to
January 1, 2016, reporting. For purposes
of paragraph (a)(15)(i)(D) of this section,
a debt instrument is described in this
paragraph (n)(3) if it is described in
paragraph (n)(2)(ii) of this section or it
otherwise is not described in paragraph
(n)(2)(i) of this section. For example,
this paragraph (n)(3) applies to variable
rate debt instruments, inflation-indexed
debt instruments, and contingent
payment debt instruments because these
instruments are not described in
paragraph (n)(2)(i) of this section.

(4) Holder elections. For purposes of
this section, a broker is required to take
into account an election described in
this paragraph (n)(4), and the broker
must take the election into account in
accordance with the rules in paragraph
(n)(5) of this section. A broker, however,
may not take into account any other
election.

(i) Election to amortize bond
premium. An election under section 171
and §1.171—4 to amortize bond
premium on a taxable debt instrument
(this election applies to all taxable debt
instruments held by a taxpayer during
the taxable year the election is effective
and thereafter; this election may be
revoked with the consent of the
Commissioner).

(ii) Election to currently include
accrued market discount. An election
under section 1278(b) to include market
discount in income as it accrues (this
election applies to all debt instruments
acquired by a taxpayer during the
taxable year the election is effective and
thereafter; this election may be revoked
with the consent of the Commissioner).

(iii) Election to accrue market
discount based on a constant yield. An

election under section 1276(b)(2) to
compute accruals of market discount
using a constant yield method (this
election is generally made on an
instrument-by-instrument basis and
must be made for the earliest taxable
year for which the taxpayer is required
to determine accrued market discount
on the debt instrument; this election
may not be revoked).

(iv) Election to treat all interest as
OID. An election under §1.1272-3 to
treat all interest on a taxable debt
instrument (adjusted for any acquisition
premium or premium) as original issue
discount (this election is generally made
on an instrument-by-instrument basis
and must be made for the taxable year
the debt instrument is acquired by the
taxpayer; this election may be revoked
with the consent of the Commissioner).

(v) Election to translate interest
income and expense at the spot rate. An
election under § 1.988—2(b)(2)(iii)(B) to
translate interest income and expense at
the spot rate on the last day of the
interest accrual period or, in the case of
a partial accrual period, the last day of
the taxable year (this election applies to
all taxable debt instruments held by a
taxpayer during the taxable year the
election is effective and thereafter; this
election may be revoked with the
consent of the Commissioner).

(5) Broker assumptions and customer
notice to brokers—(i) Broker
assumptions if the customer does not
notify the broker. Except as provided in
paragraph (n)(5)(ii)(A) of this section, a
broker must report the information
required under paragraph (d) of this
section by assuming that a customer has
made the election to amortize bond
premium described in paragraph
(n)(4)(i) of this section. In addition,
except as provided in paragraph
(n)(5)(i1)(B) of this section, a broker
must report the information required
under paragraph (d) of this section by
assuming that a customer has not made
an election described in paragraph
(m)(4)(ii), (n)(4)(iii), (n)(4)(iv), or (n)(4)(v)
of this section.

(ii) Effect of customer notification of
an election or revocation—(A) Election
to amortize bond premium. If a
customer notifies a broker in writing
that the customer does not want the
broker to take into account the election
to amortize bond premium, the broker
must report the information required
under paragraph (d) of this section
without taking into account the election
to amortize bond premium. The
customer must provide this notification
to the broker by the end of the calendar
year for which the customer does not
want to amortize bond premium. If for
a subsequent calendar year, the
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customer wants the broker to take into
account the election to amortize bond
premium, the customer must notify the
broker in writing by the end of the
calendar year that the customer wants to
amortize bond premium. If the customer
provides such notification, the broker
must report the information required
under paragraph (d) of this section as if
the customer made the election to
amortize bond premium for that year.

(B) Other debt elections. If a customer
notifies a broker in writing that the
customer has made or will make an
election described in paragraph
(n)(4)(ii), (iii), (iv), or (v) of this section,
the broker must report the information
required under paragraph (d) of this
section by taking into account the
election. A customer must notify the
broker in writing of the election by the
end of the calendar year in which a debt
instrument subject to the election is
acquired in, or transferred into, an
account with the broker or, if later, by
the end of the calendar year for which
the election is effective. If a customer
has revoked or will revoke an election
described in paragraph (n)(4)(ii),
(n)(4)(iv), or (n)(4)(v) of this section for
a calendar year, the customer must
notify the broker of the revocation in
writing by the end of the calendar year
for which the revocation is effective. If
the customer provides such notification,
the broker must report the information
required under paragraph (d) of this
section by taking into account the
revocation.

(iii) Electronic notification. For
purposes of paragraph (n)(5)(ii) of this
section, the written notification to the
broker includes a writing in electronic
format.

(6) Reporting of accrued market
discount. In addition to the information
required to be reported under paragraph
(d) of this section, if a debt instrument
is subject to the market discount rules
in sections 1276 through 1278, a broker
also must report the information
described in paragraph (n)(6)(i) or
(n)(6)(ii) of this section, whichever is
applicable. Such information must be
shown in the manner and at the time
required by Form 1099 and section
6045.

(i) Sale. A broker must report the
amount of market discount that has
accrued on a debt instrument as of the
date of the instrument’s sale, as defined
in paragraph (a)(9) of this section. See
paragraph (n)(5) of this section to
determine whether the amount reported
should take into account a customer
election under section 1276(b)(2). See
paragraph (n)(8) of this section to
determine the accrual period to be used
to compute the accruals of market

discount. This paragraph (n)(6)(i) does
not apply if the customer notifies the
broker under the rules in paragraph
(n)(5) of this section that the customer
elects under section 1278(b) to include
market discount in income as it accrues.

(ii) Current inclusion election. If a
customer notifies a broker under the
rules in paragraph (n)(5) of this section
that the customer elects under section
1278(b) to include market discount in
income as it accrues, the broker is
required to report to the customer the
amount of market discount that accrued
on a debt instrument during a taxable
year while held by the customer in the
account. The broker also must adjust
basis in accordance with section
1278(b)(4). If a customer notifies a
broker under the rules in paragraph
(n)(5) of this section that the customer
is revoking its election under section
1278(b), the broker will not report the
market discount accrued during the
taxable year of the revocation and
thereafter and will cease to adjust basis
in accordance with section 1278(b)(4).
See paragraph (n)(8) of this section to
determine the accrual period to be used
to compute the accruals of market
discount.

(7) Adjusted basis. For purposes of
this section, a broker must use the rules
in paragraph (n) of this section to
determine the adjusted basis of a debt
instrument.

(i) Original issue discount. If a debt
instrument is subject to the original
issue discount rules in sections 1271
through 1275, section 1286, or section
1288, a broker must increase a
customer’s basis in the debt instrument
by the amount of original issue discount
that accrued on the debt instrument
while held by the customer in the
account. See paragraph (n)(8) of this
section to determine the accrual period
to be used to compute the accruals of
original issue discount.

(ii) Amortizable bond premium—(A)
Taxable bond. A broker is required to
adjust the customer’s basis for any
taxable bond acquired at a premium and
held in the account in accordance with
§1.1016-5(b). If a customer, however,
informs a broker under the rules in
paragraph (n)(5)(ii)(A) of this section
that the customer does not want to
amortize bond premium, the broker
must not adjust the customer’s basis for
any premium.

(B) Tax-exempt bonds. A broker is
required to adjust the customer’s basis
for any tax-exempt obligation acquired
at a premium and held in the account
in accordance with § 1.1016-5(b).

(iii) Acquisition premium. If a debt
instrument is acquired at an acquisition
premium (as determined under

§1.1272-2(b)(3)), a broker must
decrease the customer’s basis in the debt
instrument by the amount of acquisition
premium that is taken into account each
year to reduce the amount of the
original issue discount that is otherwise
includible in the customer’s income for
that year. See § 1.1272-2(b)(4) to
determine the amount of the acquisition
premium taken into account each year.
However, if a customer informs a broker
under the rules in paragraph (n)(5) of
this section that the customer elects
under § 1.1272-3 to use a constant yield
to amortize the acquisition premium,
then the broker must decrease the
customer’s basis in the debt instrument
by the amount of acquisition premium
that is taken into account each year to
reduce the amount of the original issue
discount that is otherwise includible in
the customer’s income for that year in
accordance with §1.1272-2(b)(5) and
§1.1272-3.

(iv) Market discount. See paragraph
(n)(6) of this section for rules to
determine the adjusted basis of a debt
instrument with market discount.

(v) Principal and certain other
payments. A broker must decrease the
customer’s basis in a debt instrument by
the amount of any payment made to the
customer during the period the debt
instrument is held in the account, other
than a payment of qualified stated
interest as defined in §1.1273-1(c).

(8) Accrual period. For purposes of
this section, a broker generally must use
the same accrual period that is used to
report any original issue discount or
stated interest to a customer under
section 6049 for a debt instrument. In
any other situation, a broker must use a
semi-annual accrual period or, if a debt
instrument provides for scheduled
payments of principal or interest at
regular intervals of less than six months
over the entire term of the debt
instrument, a broker must use an
accrual period equal in length to this
shorter interval. For example, if a debt
instrument provides for monthly
payments of interest over the entire term
of the debt instrument, the broker must
use a monthly accrual period. The rules
in § 1.1272-1(b)(4)(iii) apply for
purposes of an initial short accrual
period. In computing the length of an
accrual period, any reasonable counting
convention may be used (for example,
30 days per month/360 days per year, or
actual days per month/365 days per
year).

(9) Premium on convertible bond. If a
customer acquires a convertible bond
(as defined in §1.171-1(e)(1)(iii)(C)) at a
premium (as determined under §1.171-
1(d)), then, solely for purposes of this
section and § 1.6049-9T, a broker must
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assume that the premium is attributable
to the conversion feature. Based on this
assumption, no portion of the premium
is amortizable for purposes of this
section and §1.6049-9T.

(10) Effect of broker assumptions on
customer. The rules in this paragraph
(n) only apply for purposes of a broker’s
reporting obligation under section 6045.
A customer is not bound by the
assumptions that the broker uses to
satisfy the broker’s reporting obligations
under section 6045. In addition, a
notification to the broker under
paragraph (n)(5) of this section does not
constitute an effective election or
revocation under the applicable rules
for the election.

* * * * *
m Par. 5. Section 1.6045A—-1 is amended
by:

m 1. Adding new paragraph (a)(1)(vi)
and revising paragraph (b)(1)
introductory text and paragraph
(b)(1)(v).
m 2. Revising the second sentence of
paragraph (b)(1)(vii).
m 3. Redesignating paragraphs (b)(2)
through (b)(9) as paragraphs (b)(5)
through (b)(12) respectively.
m 4. Redesignating paragraph (b)(1)(viii)
as paragraph (b)(2).
m 5. Revising the introductory text to
newly redesignated paragraph (b)(2).
m 6. Adding new paragraphs (b)(3) and
(b)(4).
m 7. Revising newly redesignated
paragraph (b)(5).
m 8. Revising the first and last sentences
of newly redesignated paragraph (b)(6).
m 9. Revising newly redesignated
paragraph (b)(8)(ii).
m 10. Revising the first sentence of
newly redesignated paragraph (b)(9)(ii).
m 11. Revising the introductory text to
newly redesignated paragraph (b)(9)(iii),
the fifth sentence of paragraph (b)(9)(iii)
Example 1, and the second sentence of
paragraph (b)(9)(iii) Example 2.
m 12. Revising the last sentence of newly
redesignated paragraph (b)(10).
m 13. Redesignating the text of newly
redesignated paragraph (b)(12) as
paragraph (b)(12)(i), adding a heading
for newly redesignated paragraph
(b)(12)(i), and adding new paragraph
(b)(12)(ii).
m 14. Revising paragraph (d).

The additions and revisions read as
follows:

§1.6045A—-1 Statements of information
required in connection with transfers of
securities.

(a) * x %
(1 * x %

(vi) Section 1256 options. A transferor
of an option described in § 1.6045—
1(m)(3) is not required to furnish a
transfer statement.

(b) Information required—(1) In
general. For all specified securities,
each transfer statement must include the
information described in this paragraph
(b)(1).

* * * * *

(v) Security identifiers. The
Committee on Uniform Security
Identification Procedures (CUSIP)
number of the security transferred (if
applicable) or other security identifier
number that the Secretary may
designate by publication in the Federal
Register or in the Internal Revenue
Bulletin (see §601.601(d)(2) of this
chapter), quantity of shares, units, or
amounts, and classification of the
security (such as stock or debt).

(vii) Adjusted basis and acquisition
date.* * * The transferor must
determine this information as provided
under §§ 1.6045-1(d), 1.6045—1(m), and
1.6045-1(n), including reporting the
adjusted basis of the security in U.S.
dollars.* * *

(2) Examples. The following examples
illustrate the rules of paragraph (b)(1) of
this section:

(3) Additional information required
for a transfer of a debt instrument. In
addition to the information required in
paragraph (b)(1) of this section, for a
transfer of a debt instrument that is a
covered security, the following
additional information is required:

(i) A description of the payment terms
used by the broker to compute any basis
adjustments under § 1.6045—1(n);

(ii) The issue price of the debt
instrument;

(iii) The issue date of the debt
instrument (if different from the original
acquisition date of the debt instrument);

(iv) The adjusted issue price of the
debt instrument as of the transfer date;

(v) The customer’s initial basis in the
debt instrument;

(vi) Any market discount that has
accrued as of the transfer date (as
determined under § 1.6045-1(n));

(vii) Any bond premium that has been
amortized as of the transfer date (as
determined under § 1.6045-1(n));

(viii) Any acquisition premium that
has been amortized as of the transfer
date (as determined under § 1.6045—
1(n)); and

(ix) Whether the transferring broker
has computed any of the information
described in this paragraph (b)(3) by
taking into account one or more
elections described in § 1.6045-1(n),
and, if so, which election or elections
were taken into account by the
transferring broker.

(4) Additional information required
for option transfers. In addition to the

information required in paragraph (b)(1)
of this section, for a transfer of an option
that is a covered security, the following
additional information is required:

(i) The date of grant or acquisition of
the option;

(ii) The amount of premium paid or
received; and

(iii) Any other information required to
fully describe the option, which may
include a security identifier used by
option exchanges, or details about the
underlying asset, quantity covered,
exercise type, strike price, and maturity
date.

(5) Format of identification. An
applicable person furnishing a transfer
statement and a broker receiving the
transfer statement may agree to combine
the information required in paragraphs
(b)(1), (b)(3), and (b)(4) of this section in
any format or to use a code in place of
one or more required items. For
example, a transferor and a receiving
broker may agree to use a single code to
represent the broker instead of the
broker’s name, address, and telephone
number, or may use a security symbol
or other identification number or
scheme instead of the security identifier
required by paragraphs (b)(1), (b)(3), and
(b)(4) of this section. As another
example, a transferor and a receiving
broker may agree to use a security
identifier for an exchange-traded option
if that information would be sufficient
to inform the receiving broker of the
terms for that option.

(6) Transfers of noncovered securities.
The information described in
paragraphs (b)(1)(vii), (b)(3), (b)(4),
(b)(8), and (b)(9) of this section is not
required for a transfer of a noncovered
security if the transfer statement
identifies the security as a noncovered
security. * * * For purposes of this
paragraph (b)(6), a transferor must treat
a security for which a broker makes a
single-account election described in
§1.1012-1(e)(11)(i) as a covered
security.

* * * * *

(8) * *x %

(ii) Transfers of securities to satisfy a
cash legacy. If a security is transferred
from a decedent or a decedent’s estate
to satisfy a cash legacy, paragraphs
(b)(1), (b)(3), and (b)(4) of this section
apply and paragraph (b)(8)(i) of this
section does not apply.

(9) * * %

(ii) Subsequent transfers of gifts by the
same customer. If a transferor transfers
to a different account of the same
customer a security that a prior transfer
statement reported as a gifted security,
the transferor must include on the
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transfer statement the information
described in paragraph (b)(9)(i) of this
section for the date of the gift to the
customer. * * *

(iii) Examples. The following
examples illustrate the rules of this
paragraph (b)(9):

Example 1. * * * Under paragraph (b)(9)(i)
of this section, S must provide a transfer
statement to T that identifies the securities as
gifted securities and indicates X’s adjusted
basis and original acquisition date. * * *

Example 2. * * * Under paragraph
(b)(9)(ii) of this section, T must provide a
transfer statement to U that identifies the
securities as gifted securities and indicates
X’s adjusted basis and original acquisition
date of the stock. * * *

(10) * * * If the customer does not
provide an adequate and timely
identification for the transfer, a
transferor must first report the transfer
of any securities in the account for
which the transferor does not know the
acquisition or purchase date followed
by the earliest securities purchased or
acquired, whether covered securities or

noncovered securities.
* * * * *

(12) Failure to receive a complete
transfer statement—(i) In general. * * *

(ii) Transition rules for transfers of
debt instruments, options, and
securities futures contracts. If an option
described in § 1.6045-1(a)(14)(iii), a
securities futures contract described in
§1.6045-1(a)(14)(iv), or a debt
instrument described in § 1.6045—
1(a)(15)(i)(C) is transferred in 2014 and
no transfer statement is received, the
receiving broker is not required to
request a transfer statement from the
transferor and may treat the security as
a noncovered security. If a debt
instrument described in § 1.6045—
1(a)(15)(i)(D) is transferred in 2016 and
no transfer statement is received, the
receiving broker is not required to
request a transfer statement from the
transferor and may treat the security as

a noncovered security.
* * * * *

(d) Effective/applicability dates. This
section applies to:

(1) A transfer on or after January 1,
2011, of stock other than stock in a
regulated investment company within
the meaning of § 1.1012-1(e)(5);

(2) A transfer on or after January 1,
2012, of stock in a regulated investment
company;

(3) A transfer on or after January 1,
2015, of an option described in
§1.6045-1(a)(14)(iii), a securities
futures contract described in § 1.6045—
1(a)(14)(iv), or a debt instrument
described in § 1.6045-1(a)(15)(i)(C); and

(4) A transfer on or after January 1,
2017, of a debt instrument described in
§1.6045-1(a)(15)(i)(D).

m Par. 6. Section 1.6045B-1 is amended
by:

lyl. Adding two new sentences at the
end of paragraph (a)(3).

m 2. Redesignating paragraph (h) as
paragraph (j), adding new paragraph (h),
adding and reserving paragraph (i), and
revising newly-designated paragraph (j).

The additions and revisions read as
follows:

§1.6045B—1 Returns relating to actions
affecting basis of securities.

(a] R

(3) Exception for public reporting.
* * * An issuer may electronically sign
a return that is publicly reported in
accordance with this paragraph (a)(3).
The electronic signature must identify
the individual who attests to the

declaration in the jurat.
* * * * *

(h) Rule for options—(1) In general.
For an option granted or acquired on or
after January 1, 2014, if the original
contract is replaced by a different
number of option contracts, the
following rules apply:

(i) If the option is an exchange-traded
option, any clearinghouse or clearing
facility that serves as a counterparty is
treated as the issuer of the option for
purposes of section 6045B.

(ii) If the option is not an exchange-
traded option, the option writer is
treated as the issuer of the option for
purposes of section 6045B.

(2) Examples. The following examples
illustrate the rules of paragraph (h)(1) of
this section:

Example 1. On January 15, 2014, F, an
individual, purchases a one-year exchange-
traded call option on 100 shares of Company
X stock, with a strike price of $110. The call
option is cleared through Clearinghouse G.
Company X executes a 2-for-1 stock split as
of April 1, 2014. Due to the stock split, the
terms of F’s option are altered, resulting in
two option contracts, each on 100 shares of
Company X stock with a strike price of $55.
All other terms remain the same. Under
paragraph (h)(1)(i) of this section,
Clearinghouse G is required to prepare an
issuer report for F.

Example 2. On January 31, 2014, J, an
individual, purchases from K a non-exchange
traded 7-month call option on 100 shares of
Company X stock, with a strike price of $110.
Company X executes a 2-for-1 stock split as
of April 1, 2014. Due to the stock split, the
terms of J’s option are altered, resulting in
one option contract on 200 shares of
Company X stock with a strike price of $55.
All other terms of the option remain the
same. Under paragraph (h)(1) of this section,
because the number of option contracts did
not change, K is not required to prepare an
issuer report for J.

(i) [Reserved]

(j) Effective/applicability dates. This
section applies to—

(1) Organizational actions occurring
on or after January 1, 2011, that affect
the basis of specified securities within
the meaning of § 1.6045-1(a)(14)(i) other
than stock in a regulated investment
company within the meaning of
§1.1012-1(e)(5);

(2) Organizational actions occurring
on or after January 1, 2012, that affect
the basis of stock in a regulated
investment company;

(3) Organizational actions occurring
on or after January 1, 2014, that affect
the basis of debt instruments described
in §1.6045-1(n)(2)(i) (not including the
debt instruments described in § 1.6045—
1(n)(2)(ii));

(4) Organizational actions occurring
on or after January 1, 2016, that affect
the basis of debt instruments described
in § 1.6045-1(n)(3);

(5) Organizational actions occurring
on or after January 1, 2014, that affect
the basis of options described in
§1.6045—1(a)(14)(iii); and

(6) Organizational actions occurring
on or after January 1, 2014, that affect
the basis of securities futures contracts
described in § 1.6045-1(a)(14)(iv).

m Par. 7. Section 1.6049-9T is added to
read as follows:

§1.6049-9T Premium subject to reporting
for a debt instrument acquired on or after
January 1, 2014 (temporary).

(a) General rule. Notwithstanding
§1.6049-5(f), for a debt instrument
acquired on or after January 1, 2014, if
a broker (as defined in § 1.6045-1(a)(1))
is required to file a statement for a debt
instrument under § 1.6049-6, the broker
generally must report any bond
premium (as defined in §1.171-1(d)) or
acquisition premium (as defined in
§1.1272-2(b)(3)) for the calendar year.
This section, however, only applies to a
debt instrument that is a covered
security as defined in § 1.6045-1(a)(15).

(b) Reporting of bond premium
amortization. Unless a broker has been
notified in writing in accordance with
§1.6045—-1(n)(5) that a customer does
not want to amortize bond premium
under section 171, the broker must
report the amount of any amortizable
bond premium allocable to a stated
interest payment made to the customer
during the calendar year. See §§1.171—
2 and 1.171-3 to determine the amount
of amortizable bond premium allocable
to a stated interest payment. Instead of
reporting a gross amount for both stated
interest and amortizable bond premium,
a broker may report a net amount of
stated interest that reflects the offset of
the stated interest payment by the
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amount of amortizable bond premium
allocable to the payment. In this case,
the broker must not report the
amortizable bond premium as a separate
item. This paragraph (b) also applies to
amortizable bond premium on a tax-
exempt obligation, which is required to
be amortized under section 171.

(c) Reporting of acquisition premium
amortization. A broker must report the
amount of any acquisition premium that
reduces the amount of original issue
discount includible in income by the
customer during a calendar year. Unless
a broker has been notified in writing in
accordance with §1.6045-1(n)(5) that a
customer has made an election under
§1.1272-3 to use a constant yield to
amortize the acquisition premium, the
broker must use the rules in §1.1272—
2(b)(4) to determine the amount of
acquisition premium. Instead of
reporting a gross amount for both
original issue discount and acquisition
premium, a broker may report a net
amount of original issue discount that
reflects the offset of the original issue
discount includible in income by the
customer for the calendar year by the
amount of acquisition premium
allocable to the original issue discount.
In this case, the broker must not report
the acquisition premium as a separate
item. This paragraph (c) does not apply
to a tax-exempt obligation.

(d) Expiration date. The applicability
of this section expires on or before April
15, 2016.

PART 602—OMB CONTROL NUMBERS
UNDER THE PAPERWORK
REDUCTION ACT

m Par. 8. The authority citation for part
602 continues to read as follows:

Authority: 26 U.S.C. 7805.

m Par. 9.In §602.101, paragraph (b) is
amended by adding the following entry
in numerical order to the table to read
as follows:

§602.101 OMB Control numbers.
* * * * *
(b) * % %

CFR part or section where Current OMB

identified and described control No.
1.6045-1(N)(5) evvevreeeirreireans 1545-2186

Steven T. Miller,

Deputy Commissioner for Services and
Enforcement.

Approved: April 11, 2013.
Mark J. Mazur,
Assistant Secretary of the Treasury (Tax
Policy).
[FR Doc. 2013-09085 Filed 4-17-13; 8:45 am)]
BILLING CODE 4830-01-P

DEPARTMENT OF LABOR

Mine Safety and Health Administration

30 CFR Part 48

Training and Retraining of Miners

CFR Correction

In Title 30 of the Code of Federal
Regulations, Parts 1 to 199, revised as of
July 1, 2012, on page 246, in § 48.6,
paragraph (b)(10) is corrected to read as
follows:

§48.6 Experienced miner training.
* * * * *

(b) * % %

(10) Health. The course must include
instruction on the purpose of taking
dust, noise, and other health
measurements, where applicable; must
review the health provisions of the Act;
and must explain warning labels and
any health control plan in effect at the

mine.
* * * * *

[FR Doc. 2013—-09269 Filed 4-17-13; 8:45 am]
BILLING CODE 1505-01-D

DEPARTMENT OF LABOR

Mine Safety and Health Administration

30 CFR Part 48

Training and Retraining of Miners

CFR Correction

In Title 30 of the Code of Federal
Regulations, Parts 1 to 199, revised as of
July 1, 2012, on page 241, in §48.3,
paragraph (a) introductory text is
corrected to read as follows:

§48.3 Training plans; time of submission;
where filed; information required; time for
approval; method of disapproval;
commencement of training; approval of
instructors.

(a) Except as provided in paragraphs
(0) and (p) of this section, each operator
of an underground mine shall have an
MSHA approved plan containing
programs for training new miners,
training experienced miners, training
miners for new tasks, annual refresher

training, and hazard training for miners
as follows:
* * * * *

[FR Doc. 2013—-09264 Filed 4-17-13; 8:45 am]
BILLING CODE 1505-01-D

DEPARTMENT OF HOMELAND
SECURITY

Coast Guard

33 CFR Part 117
[Docket No. USCG—-2013-0223]
Drawbridge Operation Regulations;

Townsend Gut, Boothbay Harbor and
Southport, ME

AGENCY: Coast Guard, DHS.

ACTION: Notice of deviation from
drawbridge regulation.

SUMMARY: The Coast Guard is issuing a
temporary deviation from the regulation
governing the operation of the
Southport SR27 Bridge across
Townsend Gut, mile 0.7, between
Boothbay Harbor and Southport, Maine.
The bridge owner, Maine Department of
Transportation, will be performing
structural repairs at the bridge. This
deviation allows the bridge to operate
on a temporary schedule for eight weeks
to facilitate scheduled bridge
maintenance.

DATES: This deviation is effective from
April 27, 2013 through June 28, 2013.

ADDRESSES: Documents mentioned in
this preamble as being available in the
docket are part of docket USCG-2013—
0223 and are available online at
www.regulations.gov, inserting USCG—
2013-0223 in the “Keyword” and then
clicking “Search”. They are also
available for inspection or copying at
the Docket Management Facility (M-30),
U.S. Department of Transportation,
West Building Ground Floor, Room
W12-140, 1200 New Jersey Avenue SE.,
Washington, DC 20590, between 9 a.m.
and 5 p.m., Monday through Friday,
except Federal holidays.

FOR FURTHER INFORMATION CONTACT: If
you have questions on this deviation,
call or email Mr. John McDonald,
Project Officer, First Coast Guard
District, telephone (617) 223-8364,
john.w.mcdonald@uscg.mil. If you have
questions on viewing the docket, call
Barbara Hairston, Program Manager,
Docket Operations, telephone 202-366—
9826.

SUPPLEMENTARY INFORMATION: The
Southport SR27 Bridge, across
Townsend Gut, mile 0.7, between
Boothbay Harbor and Southport, Maine,
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has a vertical clearance in the closed
position of 10 feet above mean high
water and 19 feet above mean low
water. The bridge operating regulations
are listed at 33 CFR 117.537.

The waterway is transited by
recreational and commercial fishing
boats. There is an alternate route for
navigation around Southport.

The bridge owner, Maine Department
of Transportation, requested a
temporary deviation from the normal
operating schedule to facilitate deck
repairs at the bridge.

Under this temporary deviation, the
Southport SR27 Bridge shall operate as
follows: From April 27, 2013, through
May 27, 2013, between 6 a.m. and 6
p.-m., Monday through Friday, except
holidays, the draw shall open on signal,
every two hours, at 6 a.m., 8 a.m., 10
a.um., 12 p.m., 2 p.m., 4 p.m., and 6 p.m.

From May 28, 2013, through June 28,
2013, between 6 p.m. and 6 a.m.,
Monday through Friday, except
holidays, the draw shall open on signal
at 6 p.m., 8 p.m., 10 p.m., 2 a.m., and
6 a.m.

In accordance with 33 CFR 117.35(e),
the bridge must return to its regular
operating schedule immediately at the
end of the designated time period. This
deviation from the operating regulations
is authorized under 33 CFR 117.35.

Dated: April 4, 2013.
Gary Kassof,

Bridge Program Manager, First Coast Guard
District.

[FR Doc. 2013-09054 Filed 4-17-13; 8:45 am]
BILLING CODE 9110-04-P

DEPARTMENT OF HOMELAND
SECURITY

Coast Guard

33 CFR Part 165

[Docket No. USCG—-2013-0095]

RIN 1625-AA00

Safety Zone; Blue Water Resort &

Casino West Coast Nationals; Parker,
AZ

AGENCY: Coast Guard, DHS.
ACTION: Temporary Final rule.

SUMMARY: The Coast Guard is
establishing a temporary safety zone
within the Lake Moovalya region of the
navigable waters of the Colorado River
in Parker, Arizona for the Blue Water
Resort & Casino West Coast Nationals.
This temporary safety zone is necessary
to provide for the safety of the
participants, crew, spectators, and
participating vessels. Persons and

vessels are prohibited from entering
into, transiting through, or anchoring
within this safety zone unless
authorized by the Captain of the Port or
his designated representative.

DATES: This rule is effective from 6 a.m.
on April 20, 2013, until 6 p.m. on April
21, 2013. It will be enforced from 6 a.m.
to 6 p.m. daily on April 20 and 21, 2013.
ADDRESSES: Documents mentioned in
this preamble are part of docket USCG—
2013-0095. To view documents
mentioned in this preamble as being
available in the docket, go to http://
www.regulations.gov, type the docket
number in the “SEARCH” box and click
“SEARCH.” Click on Open Docket
Folder on the line associated with this
rulemaking. You may also visit the
Docket Management Facility in Room
W12-140 on the ground floor of the
Department of Transportation West
Building, 1200 New Jersey Avenue SE.,
Washington, DC 20590, between 9 a.m.
and 5 p.m., Monday through Friday,
except Federal holidays.

FOR FURTHER INFORMATION CONTACT: If
you have questions on this rule, call or
email Petty Officer Bryan Gollogly,
Waterways Management, U.S. Coast
Guard Sector San Diego; Coast Guard;
telephone 619-278-7656, email
d11marineventssd@uscg.mil. If you
have questions on viewing the docket,
call Barbara Hairston, Program Manager,
Docket Operations, telephone (202)
366—-9826.

SUPPLEMENTARY INFORMATION:
Table of Acronyms

DHS Department of Homeland Security
FR Federal Register
NPRM Notice of Proposed Rulemaking

A. Regulatory Information

The Coast Guard is issuing this final
rule without prior notice and
opportunity to comment pursuant to
authority under section 4(a) of the
Administrative Procedure Act (APA) (5
U.S.C. 553(b)). This provision
authorizes an agency to issue a rule
without prior notice and opportunity to
comment when the agency for good
cause finds that those procedures are
“impracticable, unnecessary, or contrary
to the public interest.” Under 5 U.S.C.
553(b)(B), the Coast Guard finds that
good cause exists for not publishing a
notice of proposed rulemaking (NPRM)
with respect to this rule because delay
would be impracticable. The Coast
Guard did not receive necessary
information from the event sponsor in
time to publish a notice of proposed
rulemaking. The event is scheduled to
take place, and as such, immediate
action is necessary to ensure the safety

of vessels, spectators, participants, and
others in the vicinity of the marine
event on the dates and times this rule
will be in effect.

Under 5 U.S.C. 553(d)(3), for the same
reasons mentioned above, the Coast
Guard finds that good cause exists for
making this rule effective less than 30
days after publication in the Federal
Register. Delaying the effective date
would be impracticable and contrary to
the public interest, since immediate
action is needed to ensure public safety.

B. Basis and Purpose

The legal basis for this temporary rule
is the Ports and Waterways Safety Act,
which authorizes the Coast Guard to
establish safety zones (33 U.S.C.
sections 1221 et seq.).

RPM Racing Enterprises is sponsoring
the Blue Water Resort & Casino West
Coast Nationals, which is held in
Parker, Arizona. This temporary safety
zone is necessary to provide for the
safety of the participants, crew,
spectators, sponsor vessels, and other
vessels and users of the waterway. This
event involves powerboats racing along
a closed course. The size of the boats
varies from eight to sixteen feet in
length. Approximately 100 boats will be
participating in this event. The sponsor
will provide two patrol and two rescue
boats to help facilitate the event and
ensure public safety.

C. Discussion of Rule

The Coast Guard is establishing a
safety zone that will be enforced from 6
a.m. to 6 p.m. on April 20, 2013, and
April 21, 2013. This safety zone is
necessary to provide for the safety of the
crews, spectators, participants, and
other vessels and users of the waterway.
Persons and vessels will be prohibited
from entering into, transiting through, or
anchoring with this safety zone unless
authorized by the Captain of the Port, or
his designated representative. This
temporary safety zone includes the
waters of the Colorado River between
Headgate Dam and 0.5 miles north of
the Blue Water Marina in Parker,
Arizona. Before the effective period, the
Coast Guard will publish a Local Notice
to Mariners (LNM).

D. Regulatory Analyses

We developed this rule after
considering numerous statutes and
executive orders related to rulemaking.
Below we summarize our analyses
based on these statutes and executive
orders.

1. Regulatory Planning and Review

This rule is not a significant
regulatory action under section 3(f) of
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Executive Order 12866, Regulatory
Planning and Review, as supplemented
by Executive Order 13563, Improving
Regulation and Regulatory Review, and
does not require an assessment of
potential costs and benefits under
section 6(a)(3) of Executive Order 12866
or under section 1 of Executive Order
13563. The Office of Management and
Budget has not reviewed it under those
Orders.

We expect the economic impact of
this rule to be so minimal that a full
Regulatory Evaluation is unnecessary.
This determination is based on the size,
timeframe, and location of the safety
zone. Commercial vessels will not be
hindered by the safety zone.
Recreational vessels may transit through
the established safety zone during the
specified times if they obtain
authorization from the Captain of the
Port or his designated representative.

2. Impact on Small Entities

The Regulatory Flexibility Act of 1980
(RFA), 5 U.S.C. 601-612, as amended,
requires federal agencies to consider the
potential impact of regulations on small
entities during rulemaking. The term
“small entities”” comprises small
businesses, not-for-profit organizations
that are independently owned and
operated and are not dominant in their
fields, and governmental jurisdictions
with populations of less than 50,000.

The Coast Guard certifies under 5
U.S.C. 605(b) that this rule will not have
a significant economic impact on a
substantial number of small entities.

This rule will affect the following
entities, some of which might be small
entities: the owners or operators of
vessels intending to transit or anchor in
the impacted portion of the Colorado
River from 6 a.m. to 6 p.m. on April 20,
2013, and April 21, 2013.

This safety zone will not have a
significant economic impact on a
substantial number of small entities for
the following reasons. This safety zone
will only be enforced for two twelve-
hour periods. Although the safety zone
will apply to the entire width of the
river, traffic will be allowed to pass
through the zone with the permission of
the Coast Guard Captain of the Port or
his designated representative. Before the
effective period, the Coast Guard will
publish a Local Notice to Mariners
(LNM).

3. Assistance for Small Entities

Under section 213(a) of the Small
Business Regulatory Enforcement
Fairness Act of 1996 (Pub. L. 104-121),
we want to assist small entities in
understanding this rule. If the rule
would affect your small business,

organization, or governmental
jurisdiction and you have questions
concerning its provisions or options for
compliance, please contact the person
listed in the FOR FURTHER INFORMATION
CONTACT, above.

Small businesses may send comments
on the actions of Federal employees
who enforce, or otherwise determine
compliance with, Federal regulations to
the Small Business and Agriculture
Regulatory Enforcement Ombudsman
and the Regional Small Business
Regulatory Fairness Boards. The
Ombudsman evaluates these actions
annually and rates each agency’s
responsiveness to small business. If you
wish to comment on actions by
employees of the Coast Guard, call 1-
888—REG-FAIR (1-888-734—3247). The
Coast Guard will not retaliate against
small entities that question or complain
about this rule or any policy or action
of the Coast Guard.

4. Collection of Information

This rule will not call for a new
collection of information under the
Paperwork Reduction Act of 1995 (44
U.S.C. 3501-3520).

5. Federalism

A rule has implications for federalism
under Executive Order 13132,
Federalism, if it has a substantial direct
effect on State or local governments and
would either preempt State law or
impose a substantial direct cost of
compliance on them. We have analyzed
this rule under that Order and have
determined that it does not have
implications for federalism.

6. Protest Activities

The Coast Guard respects the First
Amendment rights of protesters.
Protesters are asked to contact the
person listed in the FOR FURTHER
INFORMATION CONTACT section to
coordinate protest activities so that your
message can be received without
jeopardizing the safety or security of
people, places or vessels.

7. Unfunded Mandates Reform Act

The Unfunded Mandates Reform Act
of 1995 (2 U.S.C. 1531-1538) requires
Federal agencies to assess the effects of
their discretionary regulatory actions. In
particular, the Act addresses actions
that may result in the expenditure by a
State, local, or tribal government, in the
aggregate, or by the private sector of
$100,000,000 (adjusted for inflation) or
more in any one year. Though this rule
will not result in such an expenditure,
we do discuss the effects of this rule
elsewhere in this preamble.

8. Taking of Private Property

This rule will not affect a taking of
private property or otherwise have
taking implications under Executive
Order 12630, Governmental Actions and
Interference with Constitutionally
Protected Property Rights.

9. Civil Justice Reform

This rule meets applicable standards
in sections 3(a) and 3(b)(2) of Executive
Order 12988, Civil Justice Reform, to
minimize litigation, eliminate
ambiguity, and reduce burden.

10. Protection of Children

We have analyzed this rule under
Executive Order 13045, Protection of
Children from Environmental Health
Risks and Safety Risks. This rule is not
an economically significant rule and
does not create an environmental risk to
health or risk to safety that may
disproportionately affect children.

11. Indian Tribal Governments

This rule does not have tribal
implications under Executive Order
13175, Consultation and Coordination
with Indian Tribal Governments,
because it does not have a substantial
direct effect on one or more Indian
tribes, on the relationship between the
Federal Government and Indian tribes,
or on the distribution of power and
responsibilities between the Federal
Government and Indian tribes.

12. Energy Effects

This action is not a “significant
energy action” under Executive Order
13211, Actions Concerning Regulations
That Significantly Affect Energy Supply,
Distribution, or Use.

13. Technical Standards

This rule does not use technical
standards. Therefore, we did not
consider the use of voluntary consensus
standards.

14. Environment

We have analyzed this rule under
Department of Homeland Security
Management Directive 023—-01 and
Commandant Instruction M16475.1D,
which guide the Coast Guard in
complying with the National
Environmental Policy Act of 1969
(NEPA) (42 U.S.C. 4321-4370f), and
have determined that this action is one
of a category of actions which do not
individually or cumulatively have a
significant effect on the human
environment. This rule involves the
establishment of a safety zone. This rule
is categorically excluded, under figure
2—1, paragraph (34)(g), of the
Instruction.
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An environmental analysis checklist
and a categorical exclusion
determination are available in the
docket where indicated under
ADDRESSES.

List of Subjects in 33 CFR Part 165

Harbors, Marine safety, Navigation
(water), Reporting and recordkeeping
requirements, Security measures,
Waterways.

For the reasons discussed in the
preamble, the Coast Guard amends 33
CFR part 165 as follows:

PART 165—REGULATED NAVIGATION
AREAS AND LIMITED ACCESS AREAS

m 1. The authority citation for part 165
continues to read as follows:

Authority: 33 U.S.C. 1226, 1231; 46 U.S.C.
Chapter 701, 3306, 3703; 50 U.S.C. 191, 195;
33 CFR 1.05-1, 6.04-1, 6.04—6, and 160.5;
Pub. L. 107-295, 116 Stat. 2064; Department
of Homeland Security Delegation No. 0170.1.
m 2. Add § 165.T11-547 to read as
follows:

§165.T11-547 Safety zone; Blue Water
Resort & Casino West Coast Nationals,
Parker, AZ.

(a) Location. This temporary safety
zone includes the waters of the
Colorado River between Headgate Dam
and 0.5 miles north of the Blue Water
Marina in Parker, Arizona.

(b) Enforcement Period. This section
will be in enforced from 6 a.m. to 6 p.m.
on April 20, and 21, 2013. Before the
effective period, the Coast Guard will
publish a Local Notice to Mariners
(LNM). If the event concludes prior to

the scheduled termination time, the
Coast Guard will cease enforcement of
this safety zone and will announce that
fact via Broadcast Notice to Mariners.

(c) Definitions. The following
definition applies to this section:
designated representative means any
commissioned, warrant, or petty officer
of the Coast Guard on board Coast
Guard, Coast Guard Auxiliary, and
local, state, and federal law enforcement
vessels who have been authorized to act
on the behalf of the Captain of the Port.

(d) Regulations. (1) Entry into, transit
through or anchoring within this safety
zone is prohibited unless authorized by
the Captain of the Port of San Diego or
his designated representative.

(2) Mariners requesting permission to
transit through the safety zone may
request authorization to do so from the
Patrol Commander. The Patrol
Commander may be contacted on VHF—
FM Channel 16.

(3) All persons and vessels shall
comply with the instructions of the
Coast Guard Captain of the Port or his
designated representative.

(4) Upon being hailed by U.S. Coast
Guard patrol personnel by siren, radio,
a flashing light, or other means, the
operator of a vessel shall proceed as
directed.

(5) The Coast Guard may be assisted
by other federal, state, or local agencies.

Dated: March 20, 2013.
S.M. Mahoney,

Captain, U.S. Coast Guard, Captain of the
Port San Diego.

[FR Doc. 2013—-09057 Filed 4-17-13; 8:45 am]
BILLING CODE 9110-04-P

POSTAL SERVICE
39 CFR Part 111

Implementation of Full-Service
Intelligent Mail Requirements for
Automation Prices

AGENCY: Postal Service ™.

ACTION: Final rule.

SUMMARY: The Postal Service is revising
Mailing Standards of the United States
Postal Service, Domestic Mail Manual
(DMM®), throughout various sections to
modify eligibility requirements for
mailers to qualify for automation prices.
Effective January 26, 2014, use of “full-
service” Intelligent Mail® is required to
qualify for automation prices for
postcards (First-Class Mail® only),
letters, and flats when mailed using the
following services: First-Class Mail,
Standard Mail® and Periodicals®; and
for flats mailed at Bound Printed
Matter® prices. Additionally, the 10/24
transitional barcoded tray label format is
eliminated, and mailers are required to
use the 24-digit Intelligent Mail barcode
(IMb ™) format on tray, tub, and sack
labels.

DATES: Effective Date: January 26, 2014.
FOR FURTHER INFORMATION CONTACT:

Ana CikOWSKi .......eeevveeeviiiiieieeeieeciiiees
Himesh Patel ....
Garrett Hoyt

email: ana.cikowski@usps.gov
email: himesh.a.patel@usps.gov ..
email: garrett.m.hoyt@usps.gov

phone: 202-268-8079.
phone: 703-280-7498.
phone: 202-268-5714.

SUPPLEMENTARY INFORMATION: On
October 17, 2012, the Postal Service
published a Notice of Proposed
Rulemaking in the Federal Register (77
FR 63771-63781) to require use of full-
service Intelligent Mail to qualify for
automation prices when mailing First-
Class Mail (FCM), Standard Mail,
Periodicals, and Bound Printed Matter
(BPM) postcards, letters, or flats, as
applicable.

For questions regarding full-service
requirements, contact the Postal Service
by email at fullservice@usps.gov or call
the PostalOne! Help Desk at 800-522—
9085.

Background

In January 2009, the Postal Service
offered the mailing industry two
Intelligent Mail options for automation

discounts, which consisted of basic-
service and full-service. Currently, a
large number of mailers are using these
two options and reaping numerous
benefits and value.

Since the introduction of full-service
Intelligent Mail, the Postal Service has
worked closely with mailers, software
vendors, and mail service providers to
simplify, refine, and evolve full-service
offerings. While thousands of users
demonstrated the ability to meet the
requirements for full-service Intelligent
Mail, the Postal Service recognizes that
this initiative requires significant
changes for those mailers who currently
benefit from automation discounts but
are not presenting full-service mailings.
Therefore, the Postal Service is
continually working with the mailing

industry to simplify the transition to
full-service Intelligent Mail.

Full-Service Mailings

Full-service Intelligent Mail combines
the use of unique barcodes with the
provision of electronic information
regarding the makeup and preparation
of mail, which provides high-value
services and enables efficient mail
processing.

Mailings must bear Intelligent Mail
barcodes on mailpieces, trays, and
containers, where applicable. Also,
mailers must submit mailing
documentation electronically.

When preparing full-service mailings,
mailers are required to:

e Apply unique Intelligent Mail
barcodes (IMb) to identify each
postcard, letter, and flat mailpiece.
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Small mailings containing fewer than
10,000 pieces can use the same serial
number for all pieces, if postage is
affixed to each piece at the correct price,
or all pieces are of identical weight and
separated by price.

¢ Individually meet the eligibility
requirements for automation prices
accordin% to class and shape.

e Apply unique Intelligent Mail tray
barcodes (IMtb) on trays, tubs, and
sacks.

¢ Apply unique Intelligent Mail
container barcodes (IMcb) on placards
for containers, such as pallets, when
required.

e Schedule appointments through the
Facility Access and Shipment Tracking
system (FAST ®) if mail is accepted at
an origin facility and entered at a
downstream USPS ™ processing
facility.

e Use an approved electronic method
to transmit mailing documentation and
postage statements to the Postal Service.

o If the mailing is prepared or
presented on behalf of another entity,
the electronic documentation (eDoc)
must include additional information to
support the by/for mailing relationships.
Mail service providers (agents) do not
have to provide by/for data for mail
owners with 5,000 or fewer pieces in a
mailing. All other mailings must
include by/for information. The mail
owner and mailing agent are described
as follows:

Mail Owner: The mail owner is the
business entity, organization, or
individual who makes business
decisions regarding the mailpiece
content, directly benefits from the
mailing, and ultimately pays for postage
on the mailpiece directly or by way of
a mailing agent.

Mailing Agent: The mailing agent is a
business entity, organization, or
individual acting on behalf of one or
more mail owners by providing mailing
services for which the mail owners
compensate the mailing agent. A
business entity, organization, or
individual whose services define it as a
mailing agent may also be considered a
mail owner, but only for its own mail
or the mail of its subsidiaries. Mailing
agents include, but are not limited to the
following: Printer, letter shop, address
list provider/manager; mail preparer,
postage payment provider, mailing
logistics provider, mailing tracking
provider, ad agency, and mailing
information manager.

The Postal Service’s Vision

The strategic vision of the Postal
Service is to create 100 percent visibility
for mail in the mail stream. This
visibility provides full-service mailers

with near real-time data that specifies
the location of mailpieces within the
postal mail stream and the delivery day.

The Postal Service continues the
ongoing transformation of data visibility
and evolution of technological
innovations to achieve this vision.

The mailer’s use of full-service
Intelligent Mail is an integral part of the
Postal Service’s ongoing strategy to
provide cost-effective and service-
responsive mailing services. Efficient
use of postal resources can be achieved
with advance information about the
content and makeup of the mail. As
mail is processed and sorted, postal
sorting equipment captures volume and
destination information. The Postal
Service built and is refining systems
that make information available to
downstream postal facilities for use
with operational planning. The
planning data enabled through full-
service mailings provides significant
opportunities for improvements in
efficiency and service performance.

Benefits and Advantages

If all guidelines are followed and
requirements met, full-service
Intelligent Mail offers advantages to
mailers and the Postal Service.

Advantages for Mailers

o Mailers receive free undeliverable-
as-addressed information including
address correction service (ACS) and
nixie service. (A nixie is a mailpiece
that cannot be sorted or delivered
because of an incorrect, illegible, or
insufficient delivery address. Nixie
service enables the processing of mail
that cannot be forwarded or delivered as
addressed and notifies mailers
electronically of the specific reason for
non-delivery.)

¢ A mailer receives start-the-clock
information indicating when the mail
was accepted by the Postal Service.

e Mailers receive container, tray,
bundle, and mailpiece scans from
induction to destination processing.

e Mailers are able to more effectively
plan operations, assess the success of
advertising campaigns, and improve
customer interaction.

e Mailers are provided with
comprehensive information on the
status of mailings as they progress
through the postal mail stream.

¢ Visibility enables mailers to
respond more effectively to customer
inquiries on the status of bills,
statements, catalogs, and publications.

¢ A mailer’s annual mailing permit
fee is waived when the mailer enters 90
percent or more of full-service volume
using the associated permit within the
year.

e The “Mail Anywhere” program
allows the use of a single permit at any
PostalOne!® site for mailings containing
90 percent or more of full-service
mailpieces. This simplifies permit
management and enables the mailer to
maintain a single account to enter and
pay for mailings. Full-service mailers
may also use the ‘“Pay Anywhere”
program, which allows customers to
make deposits to their permit trust
accounts at any Point of Sale (POS)
retail site that supports business mail
entry unit (BMEU) transactions. The
Mail Anywhere and Pay Anywhere
processes are in pilot and will launch by
July 31, 2013. To sign up for the pilot
or the program after implementation,
contact the PostalOne! Help Desk at
800-522-9085. For additional
information about the programs, access
RIBBS by logging on to http://
ribbs.usps.gov.

e Simplified mail entry and
acceptance through programs enabled
by full-service including eInduction and
Seamless Acceptance.

Advantages for the Postal Service

¢ Visibility into the flow of mail
through the postal mail stream enables
enhanced diagnostics of service
performance. The ability to measure
service performance is available for each
full-service mailing.

e Scan data allows the Postal Service
to measure the number of hours and
minutes between operations.

e Scan data allows the Postal Service
to identify operational bottlenecks and
continue to improve service for
commercial First-Class Mail, Standard
Mail, Periodicals, and BPM.

o Ability to provide real-time alerts to
postal operations enables employees to
respond to and avoid potential service
failures.

¢ Advance notification of volume and
makeup of commercial mail enables
improved resource planning.

¢ Ability to accurately track mail
volumes as they move through the
postal network enables improved
management and staffing of operations.

e Simplified mail acceptance
processes increase productivity. With
the availability of full-service mailing
data and unique identifiers, the business
mail acceptance procedures are
streamlined with programs such as
eInduction and Seamless Acceptance.

Verification Procedures
Existing Automation Verifications

After January 26, 2014, acceptance
employees will continue to perform
existing verification and assessment
processes. Existing verifications include
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but are not limited to validation of the
mailpiece dimensions, shape, weight,
flexibility, barcode quality, content,
presort makeup, and automation
eligibility. Should a mailing fail existing
verifications, the mailer may choose to
have the disqualified mailing returned
for re-work or pay the additional
postage. The existing thresholds used to
verify and qualify automation mailings
will apply.

Full-Service Acceptance Verifications

In addition to the existing
verifications described above,
acceptance employees perform
additional verifications on full-service
mailings to ensure that Intelligent Mail
barcodes are present and readable on
mailpieces, trays, and containers where
applicable and that the mailing is
presented with proper eDoc. The
existing thresholds used to verify and
qualify full-service mailings for readable
barcodes and submission of eDoc will
apply. Should a mailing fail existing
verifications, the mailer may choose to
have the disqualified mailing returned
for re-work or pay the additional
postage to mail at a non-automation
price.

Full-Service Electronic Verification

In addition to the above verification
processes, the Postal Service performs
additional validations of the following
information contained in the eDoc
submitted with full-service mailings.
The Postal Service provides detailed
data from these verifications including
by/for information, service type ID,
mailer ID, unique barcodes (piece,
handling unit, container), entry facility,
and co-palletization information.

e Service Type ID: A service type ID
that is provided in the IMb and
contained in the eDoc is appropriate for
the class of mail and service level of the
mailpiece.

e Mailer ID: A mailer ID that is
provided in the IMb, IMtb, and/or IMcb
and contained in the eDoc is valid
(registered with the USPS Mailer ID
system).

e Unique Piece Barcode: An IMb
contained in the eDoc is unique across
mailings for 45 days. Exception: Small
mailings that have fewer than 10,000
pieces, where postage is affixed to each
piece at the correct price or each piece
is of identical weight and the mailpieces
are separated by price, can use the same
serial number for all pieces in the
mailing. In this case, uniqueness is
required for the serial number at the
mailing level. A different serial number
should be used for each mailing and the
serial number cannot be repeated within
45 days.

e Unique Tray Barcode: An IMtb that
contained in the eDoc is unique across
mailings for 45 days. Exception: Small
mailings that have fewer than 10,000
pieces can use the same serial number
for all trays in the mailing, if postage is
affixed to each piece at the correct price,
or the pieces are of identical weight and
separated by price.

¢ Unique Container Barcode: An
IMcb contained in the eDoc is unique
across mailings for 45 days.

o Co-Palletization: Co-palletized
mailings must have eDoc submitted by
both the origin facility and the
consolidator to describe the movement
of trays and sacks.

e Entry Facility: Entry facility
provided in eDoc (Locale key or ZIP
Code) is a valid USPS facility.

e By/For: Electronic documentation is
checked to ensure that the mail owner
and mailing agent identification are
accurately populated.

The results of additional full-service
electronic verifications are displayed in
reports aggregated over a one-month
period. The Postal Service continues to
work with the mailing industry to share
the results of these reports and address
issues and gaps. No assessments will be
made as a result of any additional full-
service electronic verification until July
1, 2014. To develop reasonable
thresholds and measure electronic
documentation quality, the Postal
Service will evaluate the data trends of
full-service electronic verifications.

Summary of Comments and USPS
Responses

The Postal Service received comments
from 52 respondents within the mailing
industry. These comments, in addition
to feedback from the Mailers Technical
Advisory Council (MTAC), Postal
Customer Councils (PCC), and other
outreach efforts, allowed the Postal
Service to develop initiatives that can
enable mailers to efficiently transition to
full-service Intelligent Mail.

The Postal Service appreciates all of
the valuable comments that were
provided. The following concerns were
expressed:

Pricing and Mail Preparation
Comments

Mailer Comment

How will the Postal Service verify the
90 percent requirement to obtain the
permit fee waiver? If the percentage
drops below 90, is the client be assessed
a charge?

Postal Service Response

The Postal Service verifies that every
individual mailing meets the 90 percent

full-service criteria by checking the full-
service percentage on the postage
statements as they are processed. If
every statement meets the 90 percent
full-service criteria, the permit fee will
not be activated and required when it is
due. If, however, a mailing fails to meet
the 90 percent full-service threshold, the
annual permit fee is required and
activated on the date of the failure to
process the mailing. The annual fee will
be good for one year.

In response to industry feedback, the
Postal Service reviewed an alternative
approach to consider waiving the
annual permit fee when the cumulative
volume throughout the year remains at
or over 90 percent full-service.

Mailer Comment

When a mailing fails to qualify for
full-service Intelligent Mail, the
penalties assessed are substantial. It is
imperative that the Postal Service be as
precise as possible about qualification
and verification requirements.

Please clarify what is measured to
validate that the full-service
requirements are being met. Is there a
threshold or tolerance of less than 100
percent of the pieces in a full-service
mailing, yet that mailing still qualifies
for automation prices?

Postal Service Response

After January 26, 2014, acceptance
employees will continue to perform
existing verification and assessment
processes. Existing verifications include
validation of the mailpiece dimensions,
shape, weight, flexibility, barcode
quality, content, presort makeup, and
automation eligibility. Should a mailing
fail existing verifications, the mailer
may choose to have the disqualified
mailing returned for re-work or pay the
additional postage. The existing
thresholds used to verify and qualify
automation mailings will apply.

In addition to the existing
verifications described above,
acceptance employees perform
additional verifications on full-service
mailings to ensure that Intelligent Mail
barcodes are present, readable, and
accurate on mailpieces, trays and
containers where applicable, and that
the mailing is presented with electronic
documentation. The existing thresholds
used to verify and qualify full-service
mailings will apply.

Should a mailing fail the existing
verifications, the mailer may choose to
have the disqualified mailing returned
for re-work or pay the additional
postage to mail at a non-automation
price.

Additionally, the Postal Service
performs validations of the information



23140 Federal Register/Vol.

78, No. 75/ Thursday, April 18, 2013/Rules and Regulations

that is submitted with full-service
mailings. The results of full-service
electronic verifications are displayed in
reports aggregated over a one-month
period. The Postal Service continues to
work with the mailing industry to share
the results of these reports and address
issues and gaps.

No assessments will be made as a
result of any full-service electronic
verification until July 1, 2014. To
develop reasonable thresholds and
measure electronic documentation
quality, the Postal Service evaluates the
data trends of full-service electronic
verifications.

Mailer Comment

Our organization is concerned about
the revision to DMM 705.24.1, “Full-
service automation mailings may
include automation-compatible pieces
without barcodes, with POSTNET
barcodes, or with Intelligent Mail
barcodes. Mailings of full-service
automation letters must not be
comingled in the same tray with
automation-compatible pieces without
barcodes, with POSTNET barcodes, or
with non-full-service Intelligent Mail
barcodes, and these pieces will not be
used to meet the eligibility standards for
full-service or receive associated
benefits.”

This revision seems to overlook the
realities of mail production operations.
It is simply not possible to validate and
ensure that every single mailpiece is 100
percent full-service. However, when
operations are finalized, all pieces can
be fully validated and identified in the
eDoc within an appropriate tolerance.

Postal Service Response

Based on customer feedback, this
language has been revised in the
Federal Register notice, final rule. Full-
service automation letters must not be
comingled in the same tray with pieces
without barcodes, pieces with
POSTNET barcodes, or pieces with an
IMb without a delivery point. Full-
service automation mailpieces may be
comingled in a tray with non-full-
service eligible pieces with an IMb
containing a delivery point.

PostalOne! and IT Systems Comments
Mailer Comment

Not all mailings eligible for
automation prices are currently
supported electronically by PostalOne!
e.g. FCM bundle-based flats and FCM
manifest mailings, etc. By 2014, will
PostalOne! electronically support all
mailings that are currently prepared for
automation prices? If not, what will the
Postal Service do regarding this issue

and will the mailings continue to
receive automation prices?

Postal Service Response

The Postal Service is working with
the mailing industry to resolve the
current technical issues preventing the
upload of eDoc for all full-service
automation mailings prior to January 26,
2014.

Mailer Comment

Due to technical limitations of the
current Mail.dat and PostalOne! system
architecture, mailers of Multi-line
Optical Character Reader (MLOCR)
bundle-based FCM flats are at risk of
being excluded from participating in
full-service Intelligent Mail, which
would not qualify them for automation
prices. How does the Postal Service plan
to address these technical limitations to
enable all MLOCR bundle-based mailers
to participate in full-service? If the
technical issues cannot be resolved
prior to January 2014, are the MLOCR
mailers exempted from the full-service
requirement and still able to qualify for
automation prices until the matter is
resolved?

Postal Service Response

The Postal Service is working with
the mailing industry to resolve the
current technical issues for MLOCR
bundled-based flats prior to January 26,
2014.

Mailer IDs (MIDs) and Customer
Registration IDs (CRIDs) Comments

Mailer Comment

How will the Postal Service focus
more attention and resources on
resolving issues regarding systems and
processes around CRID/MID assignment
and maintenance? Also, how does the
Postal Service plan to improve the
customer-facing processes and systems,
especially as it relates to CRID/MID
assignments and the BCG?

Postal Service Response

There are currently three methods
whereby mail service providers and
mail owners can acquire 9-Digit MIDs
and/or CRIDs. These methods were
described in the “Quick Step Guide to
Nine-Digit MID and/or CRID
Acquisition”, posted on RIBBS at
https://ribbs.usps.gov/
intelligentmail mail id app/
documents/tech guides/
MIDCRIDAcquisitionQuickStep.pdf.

Manual requests for MIDs and CRIDs
will be handled by the Postal Service
Help Desk, which allows mailers to
request a ticket number and track the
time to resolve issues.

In July 2013, the Postal Service will
implement functionality for a fourth
method that allows mail service
providers to obtain CRIDs and MIDs on
behalf of customers, through the
Business Customer Gateway (BCG)
interface. Additionally, there will be
enhancements to allow users to more
easily manage their profile when adding
or removing business locations and
services.

Mailer Comment

Our customers view the mail service
provider’s requests for MIDs/CRIDs as
harassment rather than help. In fact,
they have us log into the BCG on their
behalf to obtain a MID/CRID for mailing,
because they have no interest in setting
this up themselves.

The Postal Service established some
simpler ways for mail service providers
to obtain MIDs/CRIDs, but unfortunately
the methods established were not yet
responsive enough to meet the needs of
our customers, which force us to
continue the tedious process of creating
them individually. Often, we don’t have
24 hours to wait for MIDs/CRIDs.

Postal Service Response

There are currently three methods
through which mail service providers
and mail owners can acquire 9-Digit
MIDs and/or CRIDs. These methods
were described in detail in the “Quick
Step Guide to Nine-Digit MID and/or
CRID Acquisition”, posted on RIBBS at
https://ribbs.usps.gov/
intelligentmail mail id app/
documents/tech_guides/
MIDCRIDAcquisitionQuickStep.pdyf.

In July 2013, the Postal Service will
implement functionality for a fourth
method that allows mail service
providers to obtain CRIDs and MIDs on
behalf of their customers through the
BCG interface. In addition, there are
enhancements to allow users to more
easily manage their profile, when
adding or removing business locations
and services.

Mailer Comment

There are issues with the MIDs that
are required on the mailpieces, trays,
and pallets. Presently, the Postal Service
doesn’t verify that the MIDs used in
mailings are correct and authorized by
the MID owner for use in a particular
mailing, which could potentially lead to
data going to the wrong organization.

Postal Service Response

It is the responsibility of the mail
owner or mail service provider to ensure
that information provided is accurate
and complete. To help support mail
owners and mail service providers, the
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Postal Service will implement a
validation tool in July 2013 that allows
mail service providers to validate CRIDs
and MIDs. This tool enables a mail
service provider to identify/validate the
owner of a MID or CRID before it is used
in a mailing.

Further information on MIDs and
CRIDs can be found in the “Quick Step
Guide to Nine-Digit MID and/or CRID
Acquisition”, posted on RIBBS at
https://ribbs.usps.gov/
intelligentmail mail id_app/
documents/tech_guides/
MIDCRIDAcquisitionQuickStep.pdf.

By/For Requirements and Mail Quality
Errors & Reporting Comments

Mailer Comment

How much time will mailers be given
to take corrective action on mail quality
errors, and what are the penalties for
non-compliance?

Postal Service Response

After January 26, 2014, acceptance
employees will continue to perform
additional verifications on full-service
mailings to ensure that Intelligent Mail
barcodes are present and readable on
mailpieces, trays, and containers where
applicable, and that the mailing is
presented with proper eDoc. The
existing thresholds used to verify and
qualify full-service mailings to ensure
that barcodes are present and readable
and submission of eDoc will apply.
Should a mailing fail existing
verifications, the mailer may choose to
have the disqualified mailing returned
for re-work or pay the additional
postage to mail at a non-automation
price.

In addition to the full-service
verifications described above on the
physical mail, the USPS performs
validations of information contained in
the electronic documentation submitted
with full-service mailings. The results of
these full-service electronic verifications
are displayed in reports aggregated over
a one-month period. The USPS
evaluates the data trends of full-service
electronic verifications to develop
reasonable thresholds to measure
electronic documentation quality.
Results from electronic verifications
should be displayed to the mailer
within 48 hours of the postage statement
finalization. Mailers may use the Mailer
Scorecard report in the PostalOne!
microStrategy environment to review
the mailing electronic verification
quality and drill into detailed
information on each error.

No assessments will be made as a
result of any full-service electronic
verification until July 1, 2014.

Information on accessing and using the
Mailer Scorecard can be found on
RIBBS at http://ribbs.usps.gov.

Mailer Comment

Please provide clarity regarding how
the Postal Service plans to manage
quality errors — namely: What evidence
will be provided to the mailer? Are
mailers allowed to fix errors? Also, if
mail is disqualified from using full-
service Intelligent Mail, how can it re-
qualify? What is the timeframe in which
the Postal Service will communicate
quality errors to the mailer and mail
service provider?

Postal Service Response

After January 26, 2014, acceptance
employees will continue to perform
additional verifications on full-service
mailings to ensure that Intelligent Mail
barcodes are present, and readable on
mailpieces, trays, and containers where
applicable, and that the mailing is
presented with proper eDoc. The
existing thresholds used to verify and
qualify full-service mailings to ensure
that barcodes are present and readable
and submission of eDoc will apply.
Should a mailing fail existing
verifications, the mailer may choose to
have the disqualified mailing returned
for re-work or pay the additional
postage to mail at a non-automation
price.

In addition to the full-service
verifications described above on the
physical mail, the USPS performs
validations of the information contained
in the electronic documentation
submitted with full-service mailings.
The results of these full-service
electronic verifications are displayed in
reports aggregated over a one-month
period. The USPS evaluates the data
trends of full-service electronic
verifications to develop reasonable
thresholds to measure electronic
documentation quality. Results from
electronic verifications should be
displayed to the mailer within 48 hours
of the postage statement finalization.

Mailers may use the Mailer Scorecard
report in the PostalOne! microStrategy
environment to review the mailing of
electronic verification quality and drill
into detailed information on each error.

No assessments will be made as a
result of any full-service electronic
verification until July 1, 2014.
Information on accessing and using the
Mailer Scorecard can be found on
RIBBS: http://ribbs.usps.gov.

Testing Environment for Mailers (TEM)
and Electronic Documentation (eDoc)
Comments

Mailer Comment

How will the Postal Service continue
to improve systems and processes
around full-service testing?

Postal Service Response

The USPS worked with the mailing
industry to identify full-service gaps,
and is working to implement corrections
and enhancements. We implemented
changes to improve system throughput,
capacity, and performance. We have
also enhanced our testing environment
to support more production-like volume
for testing and performance.

The Postal Service developed a
process to authorize software vendors
for electronic documentation and full-
service capabilities. Use of authorized
software simplifies the onboarding
process for mailers. The Postal Service
published the list of authorized software
vendors on RIBBS at http://
ribbs.usps.gov.

Mailers using authorized software are
asked to submit a single file to TEM to
show they can use their software to
generate accurate eDoc. Mailers can
view the postage statements and
supporting documentation to ensure the
accuracy of the transaction in the TEM
environment. Once a mailer has
submitted and reviewed the single file,
the testing process is complete.

Documentation regarding the
simplified TEM process can be found on
RIBBS at https://ribbs.usps.gov.

Mailer Comment

By not offering a fully automated
TEM, the Postal Service unnecessarily
relies on processes that are not
extensible. Mailers will likely delay full-
service implementation until the end of
2013, which creates a bottleneck. The
current TEM is not set up to handle a
massive influx of mailers — what are
your plans to address this matter?

Postal Service Response

Since October 2012, the Postal Service
published a list of software products
authorized for eDoc and full-service
mailing scenarios. The TEM onboarding
process has been simplified for mailers
using an authorized software product.
Mailers submit a single file to TEM that
shows they are able to use the software
and generate accurate eDoc. Mailers can
view the postage statement and
supporting documentation to ensure
accuracy of the transaction in the TEM
environment. Once a mailer has
submitted and reviewed the single file,
the testing process is complete. Further
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documentation regarding the simplified
TEM process can be found on RIBBS.

In addition to TEM, the Postal Service
is establishing a pre-production
environment available for mailers to use
for testing. This environment is
available at the start of testing for an
upcoming release.

Mailer Comment

Please clarify the following
information regarding eDoc (Is this a
new or existing requirement?): “When
entering full-service mailings, eDoc is
required. A mailer’s eDoc identifies the
unique IMb applied to each mailpiece,
tray, tub, sack, and container; it
describes how mailpieces are linked to
handling units, such as trays, tubs, and
sacks; and identifies how mailpieces
and handling units are linked to
containers. Additionally, eDoc identifies
spoilage or shortage of pieces in a
mailing, the preparer of the mailing, and
the mailer for whom the mailing is
prepared (i.e., mail owner). Mail owner
identification is required for all pieces
in a full-service mailing.”

Postal Service Response

The use of detailed eDoc, including
nesting and by/for information, is an
existing requirement for full-service.
The Postal Service allows the use of
logical containers and trays to simplify
the requirements to track each mailpiece
to a handling unit and each handling
unit to a container. Logical containers/
trays allow all mail going to the same
destination at the same presort level to
be handled as a single logical entity.
Individual mailpieces can be traced to a
destination instead of a physical tray.
Additional technical details on the
requirements to complete eDoc for full-
service can be found on RIBBS in the
“Guide to Intelligent Mail for Letters
and Flats.”

Mailer Comment

We recommend that the Postal
Service provide a matrix of mailing
types that must comply with the eDoc
standards and those which are not
required to comply. Also, it is
recommended that the matrix identify
the requirements in which the non-
supported mailings must comply to
ensure automation prices. If the Postal
Service plans to transition those mailing
types to eDoc capabilities, then a
schedule should be provided.

Postal Service Response

The Postal Service plans to support
all full-service automation eligible
mailings with eDoc before January 26,
2014. The following classes and mail
types are covered by full-service: First-

Class Mail cards, letters, and flats;
Standard Mail letters and flats except
for Saturation ECR flats; Periodicals
letters and flats; and nonpresorted and
presorted Bound Printed Matter (BPM)
flats (except BPM flats entered at
destination delivery units “DDUs").
Full-service is an option but will not be
required for Standard Mail enhanced
carrier route (ECR) basic, high-density,
and high-density plus flats.

General Comments
Mailer Comment

Under appointment scheduling,
please explain “linking” container data.
Is this a different process from
“providing” container data?

Postal Service Response

“Linking” container data refers to
associating a container to a specific
FAST appointment to notify the Postal
Service that a container will arrive at a
facility on a specific date or by a
designated time.

Mailer Comment

Our organization is concerned about
the revision to DMM 705.24.4.4,
“Unless otherwise authorized,
documentation must describe how each
mailpiece is linked to a uniquely
identified tray or sack and how each
mailpiece and tray or sack is linked to
a uniquely identified container. Linking
to logical trays, sacks, and containers
via sibling records is an option when
linking to a specific tray, sack, or
container is not feasible.” Clarification
to the term “authorized” or at least
identification of the authorization
scenario is requested. For example,
authorization may be warranted because
of file submission methods, special
agreements, or as defined in a section of
the DMM or a specific guide. Similarly,
clarification is necessary regarding the
process to determine “‘feasibility” when
allowed to use the “logical” or physical
option. Is it a mailer or USPS decision?

Postal Service Response

Previously, the use of logical handling
units and containers was limited to
MLOCR mailers. Based on feedback
from the mailing industry, the Postal
Service will now make the logical
option available to all mailers in all
mailing environments. The decision to
present mail in physical or logical
containers is a mailer’s decision.

Transitioning to Full-Service Intelligent
Mail

The Postal Service continues to
develop enhancements, simplify
existing tools, streamline the processes
for mailers to prepare mailings, and

provide ease of use for all mailers to
transition to full-service Intelligent
Mail. The Postal Service also recognizes
there are costs for mailers associated
with converting to full-service
Intelligent Mail.
In support of the transition to full-
service Intelligent Mail, the Postal
Service offers the following incentives,
on-boarding simplifications, process
enhancements, and self-service tools:
= Full-Service Technology Credit
To encourage the adoption of full-
service Intelligent Mail, the Postal
Service will be offering a full-
service Technology Credit (Tech
Credit). Tech Credits will be
available for $2000, $3000, or $5000
and may be redeemed as a postage
credit after June 1, 2013, pending
the approval of the Postal
Regulatory Commission (PRC).
= Qualification Process

Each business location that exceeded
125,000 pieces of qualifying mail
volume from October 1, 2011,
through September 30, 2012, is
eligible to redeem one (1) Tech
Credit amount. All permits and
business locations have been
considered for the Tech Credit
program.

A mailer’s qualifying volume
includes:

» First-Class Mail automation cards,
letters, and flats.

» Standard Mail automation letters
and flats, which includes:

Letters—Automation and ECR
saturation, high-density, and basic.

Flats—Automation and ECR high
density and basic.

» Periodicals automation letters and
flats and carrier-route letters and flats.

= BPM barcoded flats: presorted non-
DDU, presorted DDU, and carrier route.

Tech Credit Amounts

= 125,001-500,000 qualifying pieces
= $2,000 postage credit.

= 500,001-2,000,000 qualifying
pieces = $3,000 postage credit.

= More than 2,000,000 qualifying
pieces = $5,000 postage credit.

Tech Credit Redemption

The Tech Credit redemption period
runs from June 1, 2013, through May 31,
2014. A qualified business location may
redeem its Tech Credit amount as a
postage credit when:

= The permit holder’s paying permit
is linked to a qualified business
location.

= The postage statement bears 90
percent or more full-service pieces.

= The postage statement submission
type is Mail.dat or Mail. XML.

Upon submission of an eligible
postage statement, the Tech Credit will
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be automatically applied in full. A
partial Tech Credit amount is applied to
the statement if the Tech Credit amount
is greater than the total postage for the
postage statement. The Remaining Tech
Credit amount will be applied to the
next eligible statement(s).

Resources & Timeline

Detailed information regarding the
Tech Credit program is available on
RIBBS at https://ribbs.usps.gov. All of
the Tech Credit information above is
subject to review and approval by the
PRC.
= Full-Service Certification Process for
Vendors
The Postal Service has developed a

process to authorize software
vendors for electronic
documentation and full-service
capabilities. Use of authorized
software simplifies the on-boarding
process for mailers. The Postal
Service published the list of
authorized software vendors on
RIBBS at http://ribbs.usps.gov.

» Simplified On-boarding for Mailers

Mailers using certified software are
asked to submit only a single file to
TEM to show they can use the software
to generate accurate eDoc. Mailers can
view the postage statements and
supporting documentation to ensure the
accuracy of each transaction in the TEM
environment. Once the mailer has
submitted and reviewed the single file,
the testing process is complete.
Documentation regarding the simplified
TEM process can be found on RIBBS at
http://ribbs.usps.gov.
= System Simplification

Other enhancements to the systems
include the following:

= The Mail.dat® and Mail. XML™

error messages from uploading eDoc
are standardized to provide
explanations of irregularities more
clearly and allow mailers to take
corrective action.

= The PostalOne! Dashboard is

continually enhanced, and includes
new functionalities that allow
mailer-initiated job cancellations,
so that mailers can cancel a job if
none of the statements in the job
have been finalized or accepted by
a postal acceptance clerk. Also, if
there is more than one statement in
a job, all of the statements
associated with the job are
cancelled through this user
interface.

= Intelligent Mail Small Business Tool

The Intelligent Mail Small Business

(IMsb) Tool is an online, self-
service option for business mailers,
which allows the production of a

unique IMb. This online tool is
accessible through the BCG. This
mailing option may be used for
mailings consisting of 5,000 or
fewer pieces with an annual
maximum threshold of 125,000
pieces. The tool may be used for
mailings of FCM and Standard Mail
cards, letters, or flats. Customers
may use the tool to qualify for the
full-service Mixed Automated Area
Distribution Center (MXD AADC)
and Mixed Area Distribution Center
(MXD ADC) automation prices.
Postage statements are submitted
electronically through Postage
Wizard®. More detailed information
regarding this tool is available on
RIBBS at http://ribbs.usps.gov

Requirements for Full-Service
Intelligent Mail

Full-service Intelligent Mail may
consist of mailpiece barcodes, tray
barcodes, and container barcodes as
follows:

e Mailpiece barcode. The IMb on
letter and flat mailpieces encodes up to
31 digits of mailpiece data into 65
vertical bars. The IMb contains
additional fields that encode ancillary
services, identify the mailer and the
class of mail, and allow unique
numbering/serialization of the
mailpiece. The Postal Service will issue
a unique MID to each mailer using full-
service Intelligent Mail, and the USPS-
assigned MID must be included in the
IMb. Mailers are required to uniquely
number each mailpiece in a mailing and
not reuse any of the numbers for a
period of 45 days from the date of
mailing, except for simple mailings
under 10,000 pieces. A MID can be
obtained through any of the three
methods described in detail in the
“Quick Step Guide to Nine-Digit MID
and/or CRID Acquisition”, posted on
RIBBS at https://ribbs.usps.gov/
intelligentmail mail id app/
documents/tech guides/
MIDCRIDAcquisitionQuickStep.pdf.

e Tray barcode. An IMtb is required
on full-service letter trays, flat tubs. and
sacks. Unlike the 10-digit tray barcode
containing only currently used routing
information, the 24-digit IMtb includes
additional fields to identify the mailer
and uniquely number each tray, tub, or
sack. The mailer’s USPS-assigned MID
must be included in the IMtb. Mailers
are required to uniquely number each
tray or sack in a mailing and not reuse
any of the numbers for a period of 45
days from the date of mailing, except for
simple mailings under 10,000 pieces.
Pieces inside each tray must be
electronically linked or nested to the

IMtb or to the corresponding logical

tray, tub, or sack.

e Container barcode. An IMcb is
required on all containers used to
transport and enter mail at postal
processing centers, such as pallets, all
purpose containers (APCs), rolling
stock, and gaylords. This 21-digit IMcb
includes fields to identify the mailer
and uniquely number each container.
Mailers must include their USPS-
assigned MID in the IMcb. Mailers are
required to uniquely number each
container in a mailing and not reuse any
of the numbers for a period of 45 days
from the date of mailing. Trays, tubs, or
sacks inside the container must be
electronically linked or nested to the
IMcb.

When automation mailings are not
required to be containerized (not
enough mail to require a pallet or rolling
stock) or the mailer does not choose to
containerize when not required to do so,
an IMcb is not required on placards nor
is submission of IMcb records required
in eDoc.

Container barcodes are not required
for a FCM mailing of less than 48 linear
feet of letter trays or 16 linear feet of flat
tubs.

Containers barcodes are required for
mailings of FCM when:

© The mailer has a customer service
agreement (CSA).

O The mailing is separated into
different containers by destination.

O The mailer chooses to containerize
the mailing according to DMM 705.8.0.

O The mail is entered at the dock of
a processing facility and meets the
following conditions:

—The mail is prepared in an all-purpose
container (APC), gaylord, or rolling
stock.

—The mail consists of greater than or
equal to 48 linear feet of letter trays,
16 linear feet of flats tubs,

—The mail is prepared on a pallet and
is greater than or equal to 72 linear
feet of letter trays or 24 linear feet of
flat tubs.

Container barcodes are required for a
Standard Mail, Periodicals, or BPM
mailing when:

O The mailing is more than 500
pounds of bundles/sacks.

O The mailing is more than 72 linear
feet of trays.

O The mailing is separated into
different destinations by container.

© The mailing is required to be
containerized under DMM 705.8.0.

O The mailer chooses to containerize
the mailing under DMM 705.8.0.

Description of Intelligent Mail Barcodes

Effective January 26, 2014, when
mailings are entered and full-service
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automation prices are claimed,
mailpieces must bear unique Intelligent
Mail barcodes. Full-service unique
Intelligent Mail barcodes must be
embedded with the following data:
Barcode Identifier and OEL information
(if printed on the mailpiece), Service
Type Identifier (showing class of mail),
Mailer Identifier, Unique Serial
Number, and Delivery Point Routing
Code (11-digit).

e Barcode Identifier: The barcode ID
is a 2-digit field reserved to encode the
presort identification printed in human-
readable form on the Optional
Endorsement Line (OEL). Should be left
as “00” if an OEL is not printed on the
mailpiece, except for automation-rate
eligible flat mail with an optional
endorsement line, when the IMb must
contain OEL coding corresponding to
the correct sortation level of each piece.

e Service Type Identifier: The service
type identifier (STID) indicates class of
mail and requested special services such
as scan information or ACS.

e Mailer Identifier: The MID is a
mandatory 6- or 9-digit identifier of the
mail owner/mailing agent assigned by
the Postal Service based upon
documented historical mail volume of
the owner/agent.

e Serial Number: The serial number
is complementary with the MID for a
combined total of 15 digits, which
leaves the mailer/agent with 6 or 9
digits for unique mailpiece
identification. A combination of the
MID and serial number within a mail
class must not be reused within 45 days
of the mailing date. Small mailings can
use the same serial number for all pieces
when: The mailing has fewer than
10,000 pieces, postage is affixed to each
piece at the correct price, and the pieces
are of identical weight and separated by
price. In this case, uniqueness is
required at the mailing level.

e Delivery Point Routing Code: The
delivery point routing code describes
the 5-, 9-, or 11-digit field that identifies
the delivery ZIP Code data in the
address.

To view final specifications and
detailed information on the IMb, access
RIBBS at http://ribbs.usps.gov.

Description of Intelligent Mail Tray
Barcodes

Effective January 26, 2014, when
mailings are entered and full-service
automation prices are claimed, mailers
must use tray labels that bear 24-digit
IMtb. An IMtb contains the following
information:

e ZIP Code™: A 5-digit ZIP Code
used to identify the destination of the
tray or sack.

e Content Identifier Number (CIN):
Describes tray or sack content, including
presort level and class.

e Content Label Source (L SRC):
Designates whether tray, tub, or sack
contents are automation compatible.

e Mailer ID: A 6- or 9-digit MID
assigned by the Postal Service for use in
the Intelligent Mail barcodes.

e Serial Number: A mailer uses this
field to uniquely identify individual
trays, tubs, or sacks. If a 6-digit MID is
assigned, the mailer has 8 digits to
uniquely identify the handling units. If
a 9-digit MID is assigned, the mailer has
5 digits to identify the handling units.
To participate in the full-service option,
the Serial Number field is populated
with a unique number for each handling
unit (tray or sack) in the mailing. For 45
days from the date of mailing, these
serial numbers must remain unique.
Small mailings that have fewer than
10,000 pieces can use the same serial
number for all trays in the mailing, if
postage is affixed to each piece at the
correct price, or the pieces are of
identical weight and separated by price.

e Label Type: Indicates MID field
length. To access automation prices
through the full-service option, mailers
are required to populate all fields in the
IMtb and include a unique serial
number.

To view the final specifications and
detailed information on the IMtb, access
RIBBS at http://ribbs.usps.gov/.

Description of Intelligent Mail Container
Barcodes

Mailers typically label containers of
mail deposited with the Postal Service.
For full-service, mailers must apply a
unique IMcb to container placards and
keep the barcode unique for at least 45
days from the date of mailing. This IMcb
includes fields to identify the mailer
and uniquely identify each container.
To comply with the full-service
standards, mailers must apply placards
to all containers such as pallets, APCs,
rolling stock, and gaylords separated by
destination, according to the CSA or the
pallet preparation standards in the
DMM. Situations in which containers
are not required are described above
under the full-service requirements.

The IMcb has two formats. The format
a mailer uses depends upon the MID
assigned by the Postal Service.

The IMcb label specifications are
available in two physical sizes for the
IMcb barcode labels: One is the 8” min
x 11” format available on RIBBS, and the
other size is the 4” x 7” self-adhesive
format, also available on RIBBS.

o Application ID (Appl ID): ©99”
indicates the source of the barcode.

e Type Indicator: “M” indicates a
mailer-generated barcode.

e Mailer ID: A 6- or 9-digit MID
assigned by the Postal Service for use in
the IMb.

e Serial Number: A mailer uses this
field to uniquely identify individual
containers. If a 6-digit MID is assigned,
the mailer has 12 digits to uniquely
identify the containers. If a 9-digit MID
is assigned, the mailer has 9 digits to
identify the containers. To participate in
the full-service option, the serial
number field is populated with a unique
number for each container in the
mailing. These unique serial numbers
must not be reused for 45 days from the
date of mailing. To access the
automation prices through the full-
service option, mailers are required to
populate all fields in the IMcb to
include a unique serial number. To view
the final specifications and detailed
information on the IMcb, access RIBBS
at http://ribbs.usps.gov.

Appointment Scheduling

All mailers whose mail is verified at
a detached mail unit (DMU)/BMEU and
transported by the mailer or their agent
to a USPS processing facility, including
mailings entered at origin and plant-
verified drop shipments (PVDS), are
required to schedule appointments
using the FAST system at postal
facilities where applicable. Mailers may
schedule appointments online using the
FAST Web site or they may submit
appointment requests through
PostalOne! FAST Web Services using
the Mail. XML specification. For
improved service performance
measurement, visibility, and operational
planning, the Postal Service
recommends that mailers link their
IMcb to FAST appointments. Mailers
must provide container barcodes as part
of the stand-alone content creation,
appointment creation, and update
processes through PostalOne! FAST
Web Services. Mailers can also receive
close-out data through FAST online
reports or PostalOne! FAST Web
Services. For more information, please
log on to RIBBS at http://ribbs.usps.gov.

Electronic Documentation

By submitting documents
electronically, mailers manage mailing
data more effectively and avoid the
creation of paper-based forms.
Additionally, electronic submission of
documents enables the Postal Service to
capture efficiencies.

When entering full-service mailings,
eDoc is required. A mailer’s eDoc
identifies the unique IMb applied to
each mailpiece, tray, tub, sack, and
container. It describes how mailpieces
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are linked to handling units, such as
trays, tubs, and sacks and identifies how
mailpieces and handling units are
linked to containers. Additionally, eDoc
identifies spoilage or shortage of pieces
in a mailing, the preparer of the mailing,
and the mailer for whom the mailing is
prepared (i.e., mail owner). Mail owner
identification is required for all pieces
in a full-service mailing except when a
mail owner contributed fewer than
5,000 pieces to the mailing.

The eDoc is transmitted to PostalOne!
and used for verification, acceptance,
payment, service performance
measurement, and induction planning
and processing. Also, PostalOne! can
use this information to automate postage
statement generation and payment
processing. PostalOne! has the
capability to provide mailers with
access to their mailing documentation
and financial transaction information 24
hours a day, 7 days a week. The
PostalOne! system translates the
customer-generated electronic
information into postage statements and
supporting documentation, such as
qualification and container reports,
which are used for verification,
acceptance, and induction processes.

Mailings With Fewer Than 10,000 Pieces

Full-service mailings with fewer than
10,000 pieces do not require the
submission of eDoc—only an electronic
postage statement is required. These
mailings may be electronically
submitted using the Postal Wizard,
Mail. XML, or Mail.dat. Mailings of
fewer than 5,000 pieces can also be
submitted using the IMsb tool.

For mailings of fewer than 10,000
pieces, when postage is affixed to each
piece at the correct price or each piece
is of identical weight and the mailpieces
are separated by price, the serial number
field of each IMb can be populated with
a mailing serial number unique to the
mailing but common to all pieces in the
mailing. This unique mailing serial
number must not be reused for a period
of 45 days from the date of mailing.
Mailers who enter such mailings are
required to submit an electronic postage
statement, instead of eDoc. Unique
mailing serial numbers must be
provided in the electronic
documentation.

Mailings With 10,000 Pieces or Greater

When full-service mailings with
10,000 or more pieces are entered,
mailers are required to use Mail.dat or
Mail. XML to electronically transmit
mailing documentation and postage
statements. eDoc must contain
information about the unique ID applied
to the mailpieces, placards, trays, tubs,

sacks, and containers. Also, the
information must describe how
mailpieces are linked to handling units
and how mailpieces and handling units
are linked to containers.

In addition, when mailings are co-
palletized, co-mingled, or combined in-
house or at a different plant, eDoc that
outlines the linkage among associated
containers, trays, tubs, and sacks is
required.

Submitting eDoc

The four methods for submitting eDoc
are described as follows:

Mail.dat: Mail.dat serves as a medium
for electronic data exchange, is part of
the overall PostalOne! Application, and
provides customers with the capability
to electronically submit mailing
documentation over a secure
connection. Mail.dat uses industry-
standard electronic file formats to
facilitate communication. Mailing
information is used to generate
documentation to support verification,
payment, and induction processes.
Mail.dat specifications are available on
RIBBS at http://ribbs.usps.gov.

Mail XML: The Mail. XML is an
overarching communication
specification that allows mailers to
transmit eDoc and manage
appointments with the Postal Service. It
provides mailing information to mailers
on quality, address corrections,
induction, and visibility. Mail. XML can
also enable communication between
mailers and consolidators/transporters.
It is part of the overall PostalOne!
application that enables a just-in-time
connection (sending information when
you are ready to share). The Mail. XML
Web Service uses a Simple Object
Access Protocol (SOAP) to submit
information in an Extensible Markup
Language (XML) format that ensures
data is sent and received by applications
written in various languages and
deployed on various platforms. Mailing
information is sent through Mail. XML to
the PostalOne! system, where the
information is stored and used to
generate documentation to support
verification and payment. Mail. XML
specifications are available on RIBBS at
http://ribbs.usps.gov.

Postal Wizard: The Postal Wizard is
an online tool that allows mailers to use
PostalOne! to securely enter their
postage statement information. Mailers
may access Postal Wizard through the
BCG at https://gateway.usps.com.

Postal Wizard verifies completed
information for an online postage
statement and automatically populates
the permit holder section of the postage
statement based on the account number
provided. It guides the user through

items needed to complete the statement.
Postal Wizard automatically calculates
postage and validates submitted
information. Once a postage statement is
completed online, the electronic
statement is submitted directly to the
acceptance unit. For full-service
mailings using the Postal Wizard, only
the owner of the mailing permit receives
start-the-clock feedback.

Intelligent Mail Small Business Tool:
The Intelligent Mail Small Business
(IMsb) Tool is an online, self-service
option for small business mailers, which
allows the production of a unique IMb.
This online tool is accessible through
the Business Customer Gateway (BCG).

PostalOne! Outage: When the
PostalOne! system is unavailable to
upload eDoc, mailers are still able to
enter their mailings and receive full-
service automation pricing. Mailers
must maintain a daily log of mailings
while the system is unavailable. Mailers
are expected to submit the electronic
documentation for mailings entered
while PostalOne! was unavailable
within three (3) business days of the
system becoming available.

Mailer System Outage: When a mailer
is unable to submit electronic
documentation to the PostalOne! system
due to an internal issue, the mailer may
still enter mailings and receive full-
service automation pricing. The mailer
must call the help desk and log a ticket
describing their technical issue,
impacted sites, and anticipated
resolution date. Mailers are expected to
submit the electronic documentation for
mailings entered while the system was
unavailable within three (3) business
days of system recovery.

For detailed information about
electronic mailing options, access
RIBBS at http://ribbs.usps.gov.

Additional Mailing Information
Available With Full-Service

As part of the full-service program,
the Postal Service is making the
following information available through
the online Postal Service BCG tool and
PostalOne! Web Services (Mail. XML):
Induction and processing scans for
containers, trays, and bundles; start-the-
clock information; address correction
data; and quality and documentation
error reporting information. Mailers can
query the information or obtain an
automated subscription. Piece scans are
also included in the full-service
program and available through the IMb
Tracing system at https://
mailtracking.usps.gov.


https://mailtracking.usps.gov
https://mailtracking.usps.gov
https://gateway.usps.com
http://ribbs.usps.gov
http://ribbs.usps.gov
http://ribbs.usps.gov
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Intelligent Mail Barcode Embedded
Data:

Address correction information is not
available for Standard Mail flats paid at
basic, high-density, high-density plus
ECR prices or BPM flats paid at
barcoded, presort DDU or barcoded,
carrier-route prices.

The Postal Service adopts the
following changes to the Mailing
Standards of the United States Postal
Service, Domestic Mail Manual (DMM),
which is incorporated by reference in
the Code of Federal Regulations. See 39
CFR 111.1.

List of Subjects in 39 CFR Part 111

Administrative practice and
procedure, Postal Service.

Accordingly, 39 CFR part 111 is
amended as follows:

PART 111—[AMENDED.]

m 1. The authority citation for 39 CFR
part 111 continues to read as follows:

Authority: 5 U.S.C. 552(a); 13 U.S.C. 301-
307; 18 U.S.C. 1692-1737; 39 U.S.C. 101,
401, 403, 404, 414, 416, 3001-3011, 3201-
3219, 3403-3406, 3621, 3622, 3626, 3632,
3633, and 5001.

m 2. Revise the following sections of
Muailing Standards of the United States
Postal Service, Domestic Mail Manual
(DMM), as follows:

Mailing Standards of the United States
Postal Service, Domestic Mail Manual
(DMM)

* * * * *

200 Commercial Letters and Cards

* * * * *

230 First-Class Mail
233 Prices and Eligibility

* * * * *

5.0 Additional Eligibility Standards
for Automation First-Class Mail Letters

5.1 Basic Standards for Automation
First-Class Mail Letters

[Revise the introductory text of 5.1 as

follows:]

All pieces in a First-Class Mail
automation mailing must meet full-

service standards in 705.24.0 and:
* * * * *

[Revise item 5.1e as follows:]

e. Bear an accurate unique Intelligent
Mail barcode encoded with the correct
delivery point routing code that matches
the delivery address and meet the
standards in 202.5.0 and 708.4.0,

whether on the piece or on an insert
showing through an envelope window.
* * * * *

[Delete current 5.2 in its entirety and
renumber current 5.3 through 5.5 as
new 5.2 through 5.4.]

* * * * *

240 Standard Mail
243 Prices and Eligibility

* * * * *

6.0 Additional Eligibility Standards
for Enhanced Carrier Route Standard
Mail Letters

6.1 General Enhanced Carrier Route
Standards

* * * * *

6.1.2 Basic Eligibility

All pieces in an Enhanced Carrier
Route or Nonprofit Enhanced Carrier
Route Standard Mail mailing must:

* * * * *

[Revise item 6.1.2g as follows:]

g. Meet the requirements for
automation letters in 201.3.0 and bear
an accurate unique Intelligent Mail
barcode encoded with the correct
delivery point routing code matching
the delivery address and meet the
standards in 202.5.0 and 708.4.0, except
for letters with simplified addresses or
as provided in 6.1.2h. Letters mailed at
automation carrier route (basic, high
density, or saturation) prices must be in
a mailing entered under full-service
Intelligent Mail standards in 705.24.0.
Pieces prepared with a simplified
address format are exempt from the full-
service, automation-compatibility, and
barcode requirements.

* * * * *

6.4 High Density and High-Density
Plus (Enhanced Carrier Route)
Standards

6.4.1 Additional Eligibility Standards
for High Density and High-Density
Prices

[Revise the text of 6.4.1 as follows:]

In addition to the eligibility standards
in 6.1, high density and high-density
plus letter-size mailpieces must be in a
full carrier route tray or in a carrier
route bundle of 10 or more pieces
prepared under 245.6.0. Except for
pieces with a simplified address, only
nonautomation high density and high-
density plus letter prices apply when
mailpieces are not: correctly barcoded
with an Intelligent Mail barcode under
202.5.0 and 708.4.0, automation-

compatible, and part of a full-service
mailing under 705.24.0.

* * * * *

6.5 Saturation ECR Standards

6.5.1 Additional Eligibility Standards
for Saturation Prices

[Revise the text of 6.5.1 as follows:]

In addition to the eligibility standards
in 6.1, saturation letter-size mailpieces
must be in a full carrier route tray or in
a carrier route bundle of 10 or more
pieces prepared under 245.6.0. Except
for pieces with a simplified address,
only nonautomation saturation letter
prices apply when mailpieces are not:
correctly barcoded with an Intelligent
Mail barcode under 202.5.0 and 708.4.0,
automation-compatible, and part of a
full-service mailing under 705.24.0.

* * * * *

7.0 Eligibility Standards for
Automation Standard Mail

7.1 Basic Eligibility Standards for
Automation Standard Mail

[Revise the introductory text of 7.1 as
follows:]

All pieces in a Regular Standard Mail
or Nonprofit Standard Mail automation
mailing must meet full-service
standards in 705.24.0 and:

* * * * *

[Revise item 7.1e as follows:]

e. Bear an accurate unique Intelligent
Mail barcode encoded with the correct
delivery point routing code, matching
the delivery address and meeting the
standards in 202.5.0 and 708.4.0, either
on the piece or on an insert showing
through an envelope window.

* * * * *

[Delete current 7.2 in its entirety and
renumber current 7.3 through 7.6 as
new 7.2 through 7.5.]

* * * * *

300 Commercial Flats

* * * * *
330 First-Class Mail

333 Prices and Eligibility

* * * * *
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5.0 Additional Eligibility Standards
for Automation First-Class Mail Flats

5.1 Basic Standards for Automation
First-Class Mail

[Revise the introductory text of 5.1 as
follows:]

All pieces in a First-Class Mail
automation flats mailing must meet full-
service standards in 705.24.0 and:

* * * * *

[Revise item 5.1¢e as follows:]

e. Bear an accurate unique Intelligent
Mail barcode encoded with the correct
delivery point routing code, matching
the delivery address and meet the
standards in 302.5.0 and 708.4.0, either
on the piece or on an insert showing
through an envelope window.

* * * * *

[Delete current 5.2 in its entirety and
renumber current 5.3 through 5.5 as
new 5.2 through 5.4.]

* * * * *

340 Standard Mail
343 Prices and Eligibility

* * * * *

7.0 Additional Eligibility Standards
for Automation Standard Mail Flats

7.1 Basic Eligibility Standards for
Automation Standard Mail

[Revise the introductory text of 7.1 as
follows:]

All pieces in a Regular Standard Mail
or Nonprofit Standard Mail automation
mailing must meet full-service
standards in 705.24.0 and:

* * * * *

[Revise item 7.1e as follows:]

e. Bear an accurate unique Intelligent
Mail barcode encoded with the correct

delivery point routing code, matching
the delivery address and meet the
standards in 302.5.0 and 708.4.0, either
on the piece or on an insert showing
through an envelope window.

* * * * *

[Delete current 7.2 in its entirety and
renumber current 7.3 through 7.4 as
new 7.2 through 7.3.]

* * * * *
360 Bound Printed Matter
363 Prices and Eligibility

* * * * *

4.0 Price Eligibility for Bound Printed
Matter Flats

4.1 Price Eligibility

* * * Price categories are as follows:
* * * * *

[Revise item 4.1d as follows:]

d. Barcoded Discount—Flats. The
barcoded discount applies to BPM flats
that meet the requirements for
automation flats in 301.3.0, bear an
accurate unique Intelligent Mail barcode
encoded with the correct delivery point
routing code, and are part of a full-
service mailing under 705.24.0. See 6.1

for more information.
* * * * *

6.0 Additional Eligibility Standards
for Barcoded Bound Printed Matter
Flats

6.1 Basic Eligibility Standards for
Barcoded Bound Printed Matter

[Revise the text of 6.1 as follows:]

The barcode discount applies only to
BPM flat-size pieces meeting the
standards under 301.3.0 and bearing a
unique Intelligent Mail barcode encoded
with the correct delivery point routing
code, matching the delivery address,
and meeting the standards in 302.5.0
and 708.4.0. The pieces must be part of
a full-service (under 705.24.0)
nonpresorted mailing of 50 or more flat-
size pieces or part of a full-service
Presorted mailing of at least 300 BPM
flats prepared under 365.7.0, 705.8.0,
705.14.0, and 705.24.0. The barcode
discount is not available for flats mailed
at Presorted DDU prices or carrier route
prices.
* * * * *

[Delete current 6.2 in its entirety and
renumber current 6.3 through 6.4 as
new 6.2 through 6.3.]

500 Additional Mailing Services

503 Extra Services

* * * * *

[Revise the title of 15.0 as follows:]

15.0 Intelligent Mail Barcode Tracing

* * * * *

15.1 Basic Information

* * * * *

15.1.1 General Information

[Revise the text of 15.1.1 as follows:]

Participation in Intelligent Mail
barcode (IMb) Tracing service is
available at no charge without a
subscription. Requirements for
participation in IMb Tracing include:

e Use of an IMb on mailpieces
entered as part of a full-service mailing
under 705.24.0.

¢ Use of a Mailer Identifier that has
been registered (through the Business
Customer Gateway, accessible on
usps.com) to receive scan data.

e Verification by the Postal Service
that the IMb as printed meets all
applicable postal standards.

* * * *

700 Special Standards

* * * * *

705 Advanced Preparation and
Special Postage Payment Systems

* * * * *

24.1 Description
[Revise the title of 24.0 as follows:]

24.0 Full-Service Automation
Standards

24.1 Description

* * * [Add three new sentences at the
end of the current text of 24.1 as
follows:]

Full-service automation mailings may
include automation-compatible pieces
without barcodes, with POSTNET
barcodes, or with non-full-service
Intelligent Mail barcodes, but these
pieces will not be used to meet the
eligibility standards for full-service or
receive associated benefits. Full-service
automation letters must not be
comingled in the same tray with pieces
without barcodes, pieces with
POSTNET barcodes, or pieces with an
IMb without a delivery point barcode.
Full-service automation mailpieces may
be comingled in a tray with non-full-
service eligible pieces (automation-
compatible under 201.3.0) with an IMb
containing a delivery point barcode.

[Delete current 24.1.1 and 24.1.2 in their
entirety.]

24.2 General Eligibility Standards

[Revise the introductory paragraph of
24.2 as follows:]

First-Class Mail, Periodicals, and
Standard Mail letters and flats meeting
eligibility requirements for automation
or carrier route prices (except for
Standard Mail ECR saturation flats), and
Bound Printed Matter flats (except for
Presorted DDU-entered and carrier route
flats) are potentially eligible for full-
service prices. All pieces entered under
full-service pricing must:

* * * * *
[Revise item 24.2c as follows:]

c. Be part of a mailing using unique
Intelligent Mail container barcodes on
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all destination-entry pallets and other
containers optionally or required to be
prepared under 8.0 or as part of a
customer/supplier agreement. Pallets or
approved alternate containers, with
unique Intelligent Mail container
barcodes, must also be used whenever a
mailing is entered at the dock of a
USPS-processing facility and meets
minimum container/pallet volume
requirements under 705.8.0. A
customer/supplier agreement is
authorized with a service agreement
signed by the mailer, the USPS District
Manager, Customer Service, and the
USPS Processing and Distribution
Center manager. The service agreement
contains provisions regarding mailer
and USPS responsibilities.

* * * * *

24.4 Preparation

* * * * *

24.4.2 Intelligent Mail Tray Labels

* * * [Revise the second sentence of
24.4.2 as follows:]

Mailing documentation, when
required, must associate each mailpiece
to a corresponding tray or sack, or to a
logical tray or sack, as described in
24.4.4.

* * * * *

24.4.3 Intelligent Mail Container
Placards

[Revise the second sentence of 24.4.3 as
follows:]

Mailing documentation, when
required, must associate each mailpiece
(and tray or sack, if applicable) to a
corresponding container (or a logical
container) as described in 24.4.4, unless
otherwise authorized by the USPS.

* * * * *

24.4.4 Electronic Documentation

[Revise the text of 24.4.4 as follows:]

Mailers must electronically submit
postage statements and mailing
documentation to the PostalOne!
system. Documentation must describe
how each mailpiece is linked to a
uniquely identified tray or sack and
how each mailpiece and tray or sack is
linked to a uniquely identified
container. Linking to logical trays,
sacks, and containers via sibling records
is an option when linking to a specific
tray, sack, or container is not feasible.
The documentation must also meet the
requirements in A Guide to Intelligent
Mail for Letters and Flats (at
ribbs.usps.gov). Mailers must transmit
postage statements and documentation

to the PostalOne! system using Mail.dat,
Mail. XML, or Postal Wizard (see 24.5.3).

* * * * *

24.5.3 Special Standards—Small
Volume Mailings

[Revise the text of 24.5.3 as follows:]

For mailings of fewer than 10,000
pieces, when postage is affixed to each
piece at the correct price or each piece
is of identical weight and the mailpieces
are separated by price, the serial number
field of each Intelligent Mail barcode
can be populated with a mailing serial
number that is unique to the mailing but
common to all pieces in the mailing.
This unique mailing serial number must
not be reused for a period of 45 days
from the date of mailing. These mailings
are not required to submit electronic
documentation for full-service, only an
electronic postage statement. Unique
mailing serial numbers must be
populated in the Postal Wizard entry
screen field or in the electronic

documentation.
* * * * *

707 Periodicals

* * * * *

13.0 Carrier Route Eligibility

* * * * *

13.4 Full-Service Intelligent Mail
Eligibility Standards

[Revise the introductory text of 13.4 as
follows:]

In addition to other requirements in
6.0, carrier route letters and flats eligible
for full-service Intelligent Mail prices
and address correction benefits under
705.24 must:

[Revise the last sentence of 13.4d as
follows:]

d. * * * Letters or flats with Intelligent
Mail barcodes entered under the full-
service automation option must also be
part of mailings that meet the standards
in 705.24.

* * * * *

14.0 Barcoded (Automation)
Eligibility
14.1 Basic Standards

[Revise the introductory text of 14.1 as
follows:]

All pieces in a Periodicals barcoded
(automation) mailing must meet the full-

service standards in 705.24.0 and:
* * * * *

[Revise the first sentence of item 14.1c
as follows:]

¢. Bear an accurate unique Intelligent
Mail barcode encoded with the correct

delivery point routing code, matching
the delivery address, and meeting the
standards in 202.5.0 (for letters), 302.4.0
(for flats), and 708.4.0, either on the
piece or on an insert showing through

a window.

* * * * *

14.2 Eligibility Standards for Full-
Service Automation Periodicals

[Revise the introductory text of 14.2 as
follows:]

All pieces entered under the full-
service automation standards must:
* * * * *

[Revise item 14.2b as follows:]

b. Be part of a mailing that meets the
standards in 705.24.0.

* * * * *

708 Technical Specifications

* * * * *

6.0 Standards for Barcoded Tray
Labels, Sack Labels, and Container
Placards

6.1 General
6.1.1 Tray and Sack Labels
[Revise the text of 6.1.1 as follows:]

Intelligent Mail tray labels are the
USPS-approved method to encode
routing, content, origin, and mailer
information on trays and sacks.
Intelligent Mail tray labels are designed
for optimum use with Intelligent Mail
barcoded mail and have the capacity to
provide unique identification
throughout postal processing, but are
required for use on all trays and sacks
in presorted mailings.

6.1.2 Container Placards

[Revise 6.1.2 by adding items “a” and
“b”” as follows:]

a. Intelligent Mail container placards
are not required for small mailings of
Standard Mail, Periodicals, and Bound
Printed Matter letters and flats when
entered at a BMEU, if the mailing is less
than 500 pounds of bundles or sacks
and fewer than 72 linear feet of trays.

b. Intelligent Mail container placards
are not required when entering mail at
a co-located BMEU within the service
area where mail is entered, if the
mailing consists of 100 but less than 250
pounds of bundles or sacks, and at least
12 but fewer than 35 linear feet of trays.

* * * * *

6.2 Specifications for Barcoded Tray
and Sack Labels

* * * * *
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6.2.2 Line 1 (Destination Line)

The destination line must meet these
standards:

a. Placement. The destination line
must be the top line of the label. An
exception is that one line of extraneous
information may appear above the
destination line on tray and sack labels
as provided in 6.3.2, and 6.3.2f. The
destination line must be completely
visible when placed in the label holder.
Visibility is ensured if the destination
line is no less than ¥ (0.125) inch
below the top of the label when the
label is cut and prepared.

[Delete Exhibit 6.2.2a, Barcoded 2-inch
Sack Labels, in its entirety.]

* * * * *

[Delete Exhibit 6.2.2b, Barcoded 1-inch
Sack Labels, in its entirety.]

* * * * *

6.2.5 Line 3 (Origin Line)

[Revise the first sentence of 6.2.5 as
follows:]

The origin line must appear below the
content line, except as allowed under
6.3.4 and 6.2.5a and 6.2.5b. * * *

* * * * *

[Delete current 6.3, Additional
Standards—Barcoded 2-Inch Sack
Labels and Barcoded Tray Labels, and
6.4, Additional Standards—Barcoded 1-
Inch Sack Labels, in their entirety.]

* * * * *

[Renumber current 6.5 as new 6.3 and
revise the title as follows:]

6.3 Specific Standards for Intelligent
Mail Tray Labels

6.3.1 Definitions

[Revise the text of renumbered 6.3.1 as
follows:]

Intelligent Mail tray labels are 2-inch
labels used on trays and sacks to
provide unique identification within
postal processing. 24-digit Intelligent
Mail tray labels include only a 24-digit
barcode printed in International
Symbology Specification (ISS) Code 128
subset C symbology (see Exhibit 6.3.3).
Intelligent Mail tray labels also include
a human readable field designed to
indicate the carrier route for carrier
route mailings, display an “AUTO”
indicator text for automation mailings,
or remain blank for nonautomation
mailings. Mailers using Intelligent Mail
tray labels must print labels in the 24-
digit Intelligent Mail tray label format.
Detailed specifications for the tray label
and barcode formats are at http://
ribbs.usps.gov.

[Delete current Exhibit 6.5.1, 10/24
Transitional Intelligent Mail Tray Label,
in its entirety.]

[Delete current 6.5.2, Transitional
Intelligent Mail Tray Label Format, in its
entirety.]

[Renumber current 6.5.3 through 6.5.7
as new 6.3.2 through 6.3.6.]

* * * * *

We will publish an amendment to 39
CFR part 111 to reflect these changes.

Stanley F. Mires,

Attorney, Legal Policy & Legislative Advice.
[FR Doc. 2013—-08721 Filed 4-17-13; 8:45 am]
BILLING CODE 7710-12-P

ENVIRONMENTAL PROTECTION
AGENCY

40 CFR Part 51
[EPA-HQ-OAR-2012-0393; FRL-9800-8]
RIN 2060-AQ38

Air Quality: Revision to Definition of
Volatile Organic Compounds—
Exclusion of trans 1-chloro-3,3,3-

trifluoroprop-1-ene [Solstice™
1233zd(E)]

AGENCY: Environmental Protection
Agency (EPA).
ACTION: Withdrawal of direct final rule.

SUMMARY: EPA published a direct final
rule, Air Quality: Revision to Definition
of Volatile Organic Compounds—
Exclusion of trans 1-chloro-3,3,3-
trifluoroprop-1-ene [Solstice™
1233zd(E)], on February 15, 2013, and a
parallel proposed rule to revise the
definition of volatile organic
compounds (VOCs) for purposes of
preparing state implementation plans
(SIPs) to attain the national ambient air
quality standards (NAAQS) for ozone
under title I of the Clean Air Act (CAA).
The direct final action added trans 1-
chloro-3,3,3-trifluoroprop-1-ene (also
known as Solstice™ 1233zd(E)) to the
list of compounds excluded from the
definition of VOCs on the basis that the
compound makes a negligible
contribution to tropospheric ozone
formation. Because EPA received one
adverse comment, we are withdrawing
the direct final rule.

DATES: Effective April 18, 2013, the EPA
withdraws the direct final rule
amendments published at 78 FR 11101
on February 15, 2013.

FOR FURTHER INFORMATION CONTACT:
David Sanders, Office of Air Quality
Planning and Standards, Air Quality
Policy Division, Mail Code C539-01,
Research Triangle Park, NC 27711;

telephone: (919) 541-3356; fax: (919)
541-0824; email address:
sanders.dave@epa.gov.

SUPPLEMENTARY INFORMATION: EPA
published in the Federal Register a
direct final rule at 78 FR 11101 and a
parallel proposed rule at 78 FR 11119
on February 15, 2013, to revise the
definition of VOCs for purposes of
preparing SIPs to attain the NAAQS for
ozone under title I of the CAA. If it had
become effective, this direct final action
would have added Solstice™ 1233zd(E)
to the list of compounds excluded from
the definition of VOCs on the basis that
the compound makes a negligible
contribution to tropospheric ozone
formation.

The direct final rulemaking action
announced that the direct final rule
would be withdrawn if EPA received
any adverse comments by April 1, 2013.
The EPA received one adverse comment
in a timely manner. With this notice,
EPA is withdrawing the February 15,
2013, direct final rulemaking action
pertaining to the exemption of
Solstice™ 1233zd(E) from the VOC
definition. All public comments that
were received will be addressed in a
final rulemaking action based on the
proposed rule.

List of Subjects in 40 CFR Part 51

Environmental protection,
Administrative practice and procedure,
Air pollution control, Ozone, Reporting
and recordkeeping requirements,
Volatile organic compounds.

Dated: April 10, 2013.

Bob Perciasepe,

Acting Administrator.

[FR Doc. 2013—09156 Filed 4-17-13; 8:45 am]
BILLING CODE 6560-50-P

ENVIRONMENTAL PROTECTION
AGENCY

40 CFR Part 98

Mandatory Greenhouse Gas Reporting
CFR Correction

In Title 40 of the Code of Federal
Regulations, Parts 96 to 99, revised as of
July 1, 2012, on page 768, in § 98.226,
in paragraph (n) introductory text, the
last sentence is removed.

[FR Doc. 2013-09263 Filed 4-17-13; 8:45 am]
BILLING CODE 1505-01-D
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FEDERAL COMMUNICATIONS
COMMISSION

47 CFR Parts 0, 1, 13, 80 and 87
[WT Docket No. 10-177; FCC 13-4]
Commercial Radio Operators

AGENCY: Federal Communications
Commission.

ACTION: Final rule.

SUMMARY: This document amends our
rules concerning commercial radio
operator licenses for maritime and
aviation radio stations in order to
reduce administrative burdens in the
public’s interest.

DATES: Effective May 20, 2013, except
for amendments to §§1.913(d)(1)(vi),
13.9(c), and 13.13(c), which contain
information collection requirements that
are not effective until approved by the
Office of Management and Budget
(“OMB”). The FCC will publish a
document in the Federal Register
announcing the effective date for those
sections.

FOR FURTHER INFORMATION CONTACT:
Stana Kimball, Mobility Division,
Wireless Telecommunications Bureau,
(202) 418-1306, TTY (202) 418-7233.

SUPPLEMENTARY INFORMATION: This is a
summary of the Federal
Communications Commission’s Report
and Order (R&0), WT Docket No. 10—
177, FCC 13-4, adopted January 8, 2013,
and released January 8, 2013. The full
text of this document is available for
inspection and copying during normal
business hours in the FCC Reference
Center, 445 12th Street SW., Room CY-
A257, Washington, DC 20554, or by
downloading the text from the
Commission’s Web site at http://
www.fcc.gov/Daily Releases/

Daily Digest/2013/130109.html. The
complete text also may be purchased
from the Commission’s duplicating
contractor, Best Copy and Printing, Inc.,
Portals II, 445 12th Street SW., Suite
CY-B402, Washington, DC 20554.
Alternative formats are available for
people with disabilities (Braille, large
print, electronic files, audio format), by
sending an email to FCC504@fcc.gov or
calling the Consumer and Government
Affairs Bureau at (202) 418-0530
(voice), (202) 418—-0432 (TTY).

1. The Federal Communications
Commission’s (Commission) rules
require that a person who operates,
maintains, or conducts the mandatory
inspection of certain maritime and
aviation radio stations hold an
appropriate commercial radio operator
license. The Commission initiated this
proceeding to amend the part 13

Commercial Radio Operator rules, and
related rules in parts 0, 1, 80, and 87
regarding certain functions performed
by licensed commercial radio operators,
to determine which rules could be
clarified, streamlined, or eliminated in
order to reduce administrative burdens
and make the rules easier to use. The
Commission takes the following
significant actions in the RO in WT
Docket No. 10-177: (1) Consolidating
the three classes of radiotelegraph
operator’s certificates; (2) eliminating
redundant and outdated restrictive
endorsements; (3) modifying certain
procedural and recordkeeping
requirements applicable to commercial
operator license examination managers
(COLEMs); and (4) clarifying the rules
that pertain to log-keeping
requirements. In addition, we decline to
change the current process for
maintaining question pools, and the
rules that pertain to equipment testing
intervals.

I. Procedural Matters

A. Paperwork Reduction Act Analysis

2. This document contains modified
information collection requirements
subject to the Paperwork Reduction Act
of 1995 (PRA), Public Law 104-13. It
has been submitted to the Office of
Management and Budget (OMB) for
review under section 3507(d) of the
PRA. OMB, the general public, and
other Federal agencies are invited to
comment on the new or modified
information collection requirements
contained in this proceeding. In
addition, the Commission notes that
pursuant to the Small Business
Paperwork Relief Act of 2002, Public
Law 107-198, see 44 U.S.C. 3506(c)(4),
it previously sought specific comment
on how it might further reduce the
information collection burden for small
business concerns with fewer than 25
employees.

3. In the present document, the
Commission has assessed the effects of
our requirements that COLEMs filing
applications on behalf of applicants
submit the information electronically,
and believe the burden will be minimal.
Therefore, we find that these modified
information collection requirements
will not impose a substantial burden on
businesses with fewer than 25
employees.

B. Report to Congress

4. The Commission will send a copy
of this R&°O in a report to Congress and
the Government Accountability Office
pursuant to the Congressional Review
Act, see 5 U.S.C. 801(a)(1)(A).

C. Final Regulatory Flexibility Analysis

5. As required by the Regulatory
Flexibility Act of 1980, as amended
(RFA), an Initial Regulatory Flexibility
Analysis (IRFA) was incorporated in the
Notice of Proposed Rule Making NPRM,
in WT Docket 10-177, at 75 FR 66709,
October 29, 2010. The Commission
sought written public comment on the
proposals in the NPRM, including
comment on the IRFA. This present
Final Regulatory Flexibility Analysis
(FRFA) conforms to the RFA.

Need for, and Objectives of, the Report
and Order

6. We believe it is appropriate to
review our regulations relating to
commercial radio operators to
determine which rules can be clarified,
streamlined or eliminated. In this R&O,
we make miscellaneous amendments
that are intended to clarify part 13 rules,
including the elimination of rules that
refer to outdated services, equipment,
and technology. Specifically, to reflect
advancements in the radio telegraph
technology, by this R&O, the
Commission ceases to grant new First
Class Radiotelegraph Operator’s
Certificates because the one-year
radiotelegraph experience requirement
is almost impossible to meet, and
consolidates the remaining two classes
of radiotelegraph operator’s certificates
in one. It also eliminates redundant and
outdated restrictive endorsements;
modifies certain procedural and
recordkeeping requirements applicable
to COLEMs; and clarifies the rules that
pertain to log-keeping requirements. In
addition, this R&°O makes changes to
rules contained in parts 0, 1, 80, and 87
that relate to commercial radio operator
services.

Summary of Significant Issues Raised by
Public Comments in Response to the
IRFA

7. There were no comments that
specifically addressed the IRFA.
Nonetheless, we have considered the
potential impact of the rules adopted
herein on small entities, and conclude
that such impact would be minimal, in
terms of measurable economic costs
associated with compliance with the
rules.

Description and Estimate of the Number
of Small Entities to Which Rules Will
Apply

8. 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 rules adopted. The RFA generally
defines the term ‘“‘small entity” as
having the same meaning as the terms


http://www.fcc.gov/Daily_Releases/Daily_Digest/2013/130109.html
http://www.fcc.gov/Daily_Releases/Daily_Digest/2013/130109.html
http://www.fcc.gov/Daily_Releases/Daily_Digest/2013/130109.html
mailto:FCC504@fcc.gov

Federal Register/Vol. 78, No. 75/ Thursday, April 18, 2013/Rules and Regulations

23151

“small business,” “small organization,”
and ‘“small governmental jurisdiction.”
In addition, the term “‘small business”
has the same meaning as the term
“small business concern’”” under the
Small Business Act. 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 Small Business
Administration (SBA).

9. Commercial radio licenses are
issued only to individuals. Individuals
are not “‘small entities” under the RFA.

10. Individual licensees are tested by
COLEMs. The Commission has not
developed a definition for a small
business or small organization that is
applicable for COLEMs. All or almost all
of the nine COLEM organizations would
appear to meet the RFA definition for
small business or small organization.

Description of Projected Reporting,
Recordkeeping, and Other Compliance
Requirements for Small Entities

11. COLEMs would be required to
retain certain records for three years,
instead of the existing one-year
retention period; but would submit that
information to the Commission only
upon request, instead submitting it on a
regular schedule as occurs presently.
This would effectively eliminate the
existing economic burden related to the
reporting requirement, and it would not
create any additional measurable
economic burden in connection with
the extended recordkeeping
requirement. COLEMs would also be
required to provide examination results
to examinees within three business
days, and to use electronic filing when
submitting applications on behalf of
examinees. Because almost all COLEMs
already meet both of these requirements,
this also would create no additional
economic burden on COLEMs.

Steps Taken To Minimize the
Significant Economic Impact on Small
Entities, and Significant Alternatives
Considered

12. The RFA requires an agency to
describe the steps it has taken to
minimize the significant economic
impact on small entities consistent with
the stated objectives of applicable
statutes, including a statement of the
factual, policy, and legal reasons for
selecting the alternative adopted in the
final rule and why each one of the other
significant alternatives to the rule
considered by the agency which affect
the impact on small entities was
rejected.

13. We believe the changes adopted in
this R&O will promote flexibility and

more efficient use of the spectrum,
without creating administrative burdens
on COLEMs. Many of the adopted
changes constitute clarification of
existing requirements or elimination of
reporting requirements and other rules
that are outdated. No commenter
identified any less burdensome
alternatives that would be consistent
with the item’s objectives and the

Commission’s goals and responsibilities.

F. Report to Congress

14. The Commission will send a copy
of the R&0 in WT Docket No. 10-177,
including the Final Regulatory
Flexibility Analysis, in a report to be
sent to Congress and the Congressional
Budget Office pursuant to the
Congressional Review Act. In addition,
the Commission will send a copy of the
R&O0 in WT Docket No. 10-177,
including the Final Regulatory
Flexibility Analysis, to the Chief
Counsel for Advocacy of the SBA. A
copy of the R&0O in WT Docket No. 10—
177 and the Final Regulatory Flexibility
Analysis (or summaries thereof) will
also be published in the Federal
Register.

List of Subjects

47 CFR Part 0

Organization and functions
(Government agencies).

47 CFR Part 1

Administrative practice and
procedure, Communications common
carriers, Telecommunications.

47 CFR Part 13

Communications equipment, Radio.
47 CFR Part 80

Communications equipment, Radio.
47 CFR Part 87

Air transportation, Communications
equipment, Radio.
Federal Communications Commission.
Marlene H. Dortch,
Secretary.

Final Rules

For the reasons discussed in the
preamble, the Federal Communications
Commission amends 47 CFR parts 0, 1,
13, 80, and 87 as follows:

PART 0—COMMISSION
ORGANIZATION

m 1. The authority citation for Part 0
continues to read as follows:

Authority: Secs. 5, 48 Stat. 1068, as
amended; 47 U.S.C. 155.

m 2. Section 0.111 is amended by

revising paragraph (e) to read as follows:

§0.111 Functions of the Bureau.
* * * * *

(e) Coordinate with and assist the
Wireless Telecommunications Bureau
with respect to the Commission’s
privatized ship radio inspection

program.
* * * * *

m 3. Section 0.131 is amended by
revising paragraph (j) and adding
paragraphs (r)(1) and (r)(2) to read as
follows:

§0.131 Functions of the Bureau.
* * * * *

(j) Administers the Commission’s
commercial radio operator program
(part 13 of this chapter); the
Commission’s program for registration,
construction, marking and lighting of
antenna structures (part 17 of this
chapter), and the Commission’s
privatized ship radio inspection
program (part 80 of this chapter).

*

* * * *

(r)(1) Extends the Communications
Act Safety Radiotelephony Certificate
for a period of up to 90 days beyond the
specified expiration date.

(2) Grants emergency exemption
requests, extensions or waivers of
inspection to ships in accordance with
applicable provisions of the
Communications Act, the Safety
Convention, the Great Lakes Agreement
or the Commission’s rules.

§0.314 [Amended]

m 4. Section 0.314 is amended by
removing paragraph (b), and
redesignating paragraphs (c) through (j)
as paragraphs (b) through (i).

m 5. Section 0.483 is amended by
revising paragraph (b) to read as follows:

§0.483 Applications for amateur or
commercial radio operator licenses.

* * * * *

(b) Application filing procedures for
commercial radio operator licenses are
set forth in part 13 of this chapter.

§0.489 [Removed and reserved].

m 6. Section 0.489 is removed and
reserved.

PART 1—PRACTICE AND
PROCEDURE

m 7. 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(x), and
309.

m 8. Section 1.85 is revised to read as
follows:
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§1.85 Suspension of operator licenses.

Whenever grounds exist for
suspension of an operator license, as
provided in § 303(m) of the
Communications Act, the Chief of the
Wireless Telecommunications Bureau,
with respect to amateur and commercial
radio operator licenses, may issue an
order suspending the operator license.
No order of suspension of any operator’s
license shall take effect until 15 days’
notice in writing of the cause for the
proposed suspension has been given to
the operator licensee, who may make
written application to the Commission
at any time within the said 15 days for
a hearing upon such order. The notice
to the operator licensee shall not be
effective until actually received by him,
and from that time he shall have 15 days
in which to mail the said application. In
the event that physical conditions
prevent mailing of the application
before the expiration of the 15-day
period, the application shall then be
mailed as soon as possible thereafter,
accompanied by a satisfactory
explanation of the delay. Upon receipt
by the Commission of such application
for hearing, said order of suspension
shall be designated for hearing by the
Chief, Wireless Telecommunications
Bureau and said suspension shall be
held in abeyance until the conclusion of
the hearing. Upon the conclusion of said
hearing, the Commission may affirm,
modify, or revoke said order of
suspension. If the license is ordered
suspended, the operator shall send his
operator license to the Mobility
Division, Wireless Telecommunications
Bureau, in Washington, DC, on or before
the effective date of the order, or, if the
effective date has passed at the time
notice is received, the license shall be
sent to the Commission forthwith.

m 9. Section 1.913 is amended by
revising paragraph (d)(1)(vi) to read as
follows:

§1.913 Application and notification forms;
electronic and manual filing.

* * * * *

(d) EE

(1) * x %

(vi) Part 13 Commercial Radio
Operators (individual applicants only;
commercial operator license
examination managers must file
electronically, see § 13.13(c) of this
part); and

* * * * *

PART 13—COMMERCIAL RADIO
OPERATORS

m 10. The authority citation for part 13
continues to read as follows:

Authority: Secs. 4, 303, 48 Stat. 1066,
1082, as amended; 47 U.S.C. 154, 303.

m 11. Section 13.5 is revised to read as
follows:

§13.5 Licensed commercial radio operator
required.

Rules that require FCC station
licensees to have certain transmitter
operation, maintenance, and repair
duties performed by a commercial radio
operator are contained in parts 80 and
87 of this chapter.

m 12. Section 13.7 is amended by
revising paragraphs (b) introductory
text, (b)(1) through (b)(3) and (c),,
redesignating paragraphs (b)(4) through
(b)(11) as paragraphs (b)(5) through
(b)(12), and adding a new paragraph
(b)(4).

The revisions and additions read as
follows:

§13.7 Classification of operator licenses
and endorsements.
* * * * *

(b) There are twelve types of
commercial radio operator licenses,
certificates and permits (licenses). The
license’s ITU classification, if different
from its name, is given in parentheses.

(1) First Class Radiotelegraph
Operator’s Certificate. Beginning May
20, 2013, no applications for new First
Class Radiotelegraph Operator’s
Certificates will be accepted for filing.

(2) Second Class Radiotelegraph
Operator’s Certificate. Beginning May
20, 2013, no applications for new
Second Class Radiotelegraph Operator’s
Certificates will be accepted for filing.

(3) Third Class Radiotelegraph
Operator’s Certificate (radiotelegraph
operator’s special certificate). Beginning
May 20, 2013, no applications for new
Third Class Radiotelegraph Operator’s
Certificates will be accepted for filing.

(4) Radiotelegraph Operator License.

* * * * *

(c) There are three license
endorsements affixed by the FCC to
provide special authorizations or
restrictions. Endorsements may be
affixed to the license(s) indicated in
parentheses.

(1) Ship Radar Endorsement (First and
Second Class Radiotelegraph Operator’s
Certificates, Radiotelegraph Operator
License, General Radiotelephone
Operator License, GMDSS Radio
Maintainer’s License).

(2) Six Months Service Endorsement
(First and Second Class Radiotelegraph
Operator’s Certificates, Radiotelegraph
Operator License)

(3) Restrictive endorsements relating
to physical disability, English language

or literacy waivers, or other matters (all

licenses).
* * * * *

m 13. Section 13.8 is amended by
revising paragraphs (a), (b), (d), (e), and
(f), and adding new paragraph (g), to
read as follows:

§13.8 Authority conveyed.

* * * * *

(a) A First Class Radiotelegraph
Operator’s Certificate conveys all of the
operating authority of the Second Class
Radiotelegraph Operator’s Certificate,
the Third Class Radiotelegraph
Operator’s Certificate, the
Radiotelegraph Operator License, the
Restricted Radiotelephone Operator
Permit, and the Marine Radio Operator
Permit.

(b) A Radiotelegraph Operator License
conveys all of the operating authority of
the Second Class Radiotelegraph
Operator’s Certificate, which conveys all
of the operating authority of the Third
Class Radiotelegraph Operator’s
Certificate, the Restricted
Radiotelephone Operator Permit, and
the Marine Radio Operator Permit.

* * * * *

(d) A General Radiotelephone
Operator License conveys all of the
operating authority of the Marine Radio
Operator Permit and the Restricted
Radiotelephone Operator Permit.

(e) A GMDSS Radio Operator’s
License conveys all of the operating
authority of the Marine Radio Operator
Permit and the Restricted
Radiotelephone Operator Permit.

(f) A GMDSS Radio Maintainer’s
License conveys all of the operating
authority of the General Radiotelephone
Operator License, the Marine Radio
Operator Permit, and the Restricted
Radiotelephone Operator Permit.

(g) A Marine Radio Operator Permit
conveys all of the authority of the
Restricted Radiotelephone Operator
Permit.

m 14. Section 13.9 is amended by
revising paragraphs (b), (c), (d)(1), (d)(2),
and (f)(4), and adding paragraph (d)(3)
to read as follows:

§13.9 Eligibility and application for new
license or endorsement.
* * * * *

(b) Each application for a new General
Radiotelephone Operator License,
Marine Radio Operator Permit,
Radiotelegraph Operator License, Ship
Radar Endorsement, Six Months Service
Endorsement, GMDSS Radio Operator’s
License, Restricted GMDSS Radio
Operator’s License, GMDSS Radio
Maintainer’s License, GMDSS Radio
Operator/Maintainer License, Restricted
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Radiotelephone Operator Permit, or
Restricted Radiotelephone Operator
Permit-Limited Use must be filed on
FCC Form 605 in accordance with

§ 1.913 of this chapter.

(c) Each application for a new General
Radiotelephone Operator License,
Marine Radio Operator Permit,
Radiotelegraph Operator License, Ship
Radar Endorsement, GMDSS Radio
Operator’s License, Restricted GMDSS
Radio Operator’s License, GMDSS Radio
Maintainer’s License, or GMDSS Radio
Operator/Maintainer License must be
accompanied by the required fee, if any,
and submitted in accordance with
§ 1.913 of this chapter. The application
must include an original PPC(s) from a
COLEM(s) showing that the applicant
has passed the necessary examination
Element(s) within the previous 365 days
when the applicant files the application.
If a COLEM files the application on
behalf of the applicant, an original
PPC(s) is not required. However, the
COLEM must keep the PPC(s) on file for
a period of 1 year. When acting on
behalf of qualified examinees, the
COLEM must forward all required data
to the FCC electronically.

(d) * * *

(1) An unexpired (or within the grace
period) FCC-issued commercial radio
operator license: Except as noted in
paragraph (d)(3) of this section, the
written examination and telegraphy
Element(s) required to obtain the license
held;

(2) An expired or unexpired FCC-
issued Amateur Extra Class operator
license grant granted before April 15,
2000: Telegraphy Elements 1 and 2; and

(3) An FCC-issued Third Class
Radiotelegraph Operator’s Certificate
that was renewed as a Marine Radio
Operator Permit (see § 13.13(b) of this
chapter) that is unexpired (or within the
grace period): Telegraphy Elements 1
and 2.

* * * * *

* % %

(4) The applicant held a FCC-issued
First Class Radiotelegraph Operator’s
Certificate, Second Class Radiotelegraph
Operator’s Certificate, or Radiotelegraph
Operator License during this entire six
month qualifying period; and
m 15. Section 13.10 is revised to read as
follows:

§13.10 Licensee address.

In accordance with § 1.923 of this
chapter, all applicants (except
applicants for a Restricted
Radiotelephone Operator Permit or a
Restricted Radiotelephone Operator
Permit-Limited Use) must specify an

address where the applicant can receive
mail delivery by the United States
Postal Service. Suspension of the
operator license may result when
correspondence from the FCC is
returned as undeliverable because the
applicant failed to provide the correct
mailing address.

m 16. Section 13.11 is amended by
revising paragraph (a) to read as follows:

§13.11 Holding more than one commercial
radio operator license.
(a) An eligible person may hold more

than one commercial operator license.
* * * * *

m 17. Section 13.13 is revised to read as
follows:

§13.13 Application for a renewed or
modified license.

(a) Each application to renew a First
Class Radiotelegraph Operator’s
Certificate, Second Class Radiotelegraph
Operator’s Certificate, Third Class
Radiotelegraph Operator’s Certificate, or
Radiotelegraph Operator License must
be made on FCC Form 605. The
application must be accompanied by the
appropriate fee and submitted in
accordance with § 1.913 of this chapter.
Beginning May 20, 2013, First and
Second Class Radiotelegraph Operator’s
Certificates will be renewed as
Radiotelegraph Operator Licenses, and
Third Class Radiotelegraph Operator’s
Certificates will be renewed as Marine
Radio Operator Permits.

(b) If a license expires, application for
renewal may be made during a grace
period of five years after the expiration
date without having to retake the
required examinations. The application
must be accompanied by the required
fee and submitted in accordance with
§1.913 of this chapter. During the grace
period, the expired license is not valid.
A license renewed during the grace
period will be effective as of the date of
the renewal. Licensees who fail to
renew their licenses within the grace
period must apply for a new license and
take the required examination(s).
Beginning May 20, 2013, no
applications for new First, Second, or
Third Class Radiotelegraph Operator’s
Certificates will be accepted for filing.

(c) Each application involving a
change in operator class must be filed
on FCC Form 605. Each application for
a commercial operator license involving
a change in operator class must be
accompanied by the required fee, if any,
and submitted in accordance with
§1.913 of this chapter. The application
must include an original PPC(s) from a
COLEM(s) showing that the applicant
has passed the necessary examination
Element(s) within the previous 365 days

when the applicant files the application.
If a COLEM files the application on
behalf of the applicant, an original
PPC(s) is not required. However, the
COLEM must keep the PPC(s) on file for
a period of 1 year. When acting on
behalf of qualified examinees, the
COLEM must forward all required data
to the FCC electronically.

(d) Provided that a person’s
commercial radio operator license was
not revoked, or suspended, and is not
the subject of an ongoing suspension
proceeding, a person holding a General
Radiotelephone Operator License,
Marine Radio Operator Permit, First
Class Radiotelegraph Operator’s
Certificate, Second Class Radiotelegraph
Operator’s Certificate, Third Class
Radiotelegraph Operator’s Certificate,
Radiotelegraph Operator License,
GMDSS Radio Operator’s License,
GMDSS Radio Maintainer’s License, or
GMDSS Radio Operator/Maintainer
License, who has an application for
another commercial radio operator
license which has not yet been acted
upon pending at the FCC and who holds
a PPC(s) indicating that he or she passed
the necessary examination(s) within the
previous 365 days, is authorized to
exercise the rights and privileges of the
license for which the application is
filed. This temporary conditional
operating authority is valid for a period
of 90 days from the date the application
is received. This temporary conditional
operating authority does not relieve the
licensee of the obligation to comply
with the certification requirements of
the Standards of Training, Certification
and Watchkeeping (STCW) Convention.
The FCG, in its discretion, may cancel
this temporary conditional operating
authority without a hearing.

(e) An applicant will be given credit
for an examination element as specified
below:

(1) An unexpired (or within the grace
period) FCC-issued commercial radio
operator license: Except as noted in
paragraph (e)(3) of this section, the
written examination and telegraphy
Element(s) required to obtain the license
held;

(2) An expired or unexpired FCC-
issued Amateur Extra Class operator
license grant granted before April 15,
2000: Telegraphy Elements 1 and 2; and

(3) An FCC-issued Third Class
Radiotelegraph Operator’s Certificate
that was renewed as a Marine Radio
Operator Permit (see § 13.13(b) of this
chapter) that is unexpired (or within the
grace period): Telegraphy Elements 1
and 2.

m 18. Section 13.15 is revised to read as
follows:
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§13.15 License term.

First Class Radiotelegraph Operator’s
Certificates, Second Class
Radiotelegraph Operator’s Certificates,
and Third Class Radiotelegraph
Operator’s Certificates are normally
valid for a term of five years from the
date of issuance. All other commercial
radio operator licenses are normally
valid for the lifetime of the holder.

m 19. Section 13.17 is amended by
removing paragraph (d), redesignating
paragraph (e) as paragraph (d), and
revising paragraphs (a), (b), and (c) to
read as follows:

§13.17 Replacement license.

(a) Each licensee or permittee whose
original document is lost, mutilated, or
destroyed may request a replacement.
The application must be accompanied
by the required fee and submitted to the
address specified in part 1 of the rules.

(b) Each application for a replacement
General Radiotelephone Operator
License, Marine Radio Operator Permit,
First Class Radiotelegraph Operator’s
Certificate, Second Class Radiotelegraph
Operator’s Certificate, Third Class
Radiotelegraph Operator’s Certificate,
Radiotelegraph Operator Certificate,
GMDSS Radio Operator’s License,
Restricted GMDSS Radio Operator’s
License, GMDSS Radio Maintainer’s
License, or GMDSS Radio Operator/
Maintainer License must be made on
FCC Form 605 and must include a
written explanation as to the
circumstances involved in the loss,
mutilation, or destruction of the original
document.

(c) Each application for a replacement
Restricted Radiotelephone Operator
Permit or Restricted Radiotelephone
Operator Permit-Limited Use must be on
FCC Form 605.

* * * * *

m 20. Section 13.19 is amended by
revising paragraph (b)(3) to read as
follows:

§13.19 Operator’s responsibility.

* * * * *

(b)* * *
(3) The class, serial number, and
expiration date (if applicable) of the
license when the FCC has issued the
operator a license; or the PPC serial
number(s) and date(s) of issue when the
operator is awaiting FCC action on an

application.
* * * * *

m 21. Section 13.201 is amended by
removing paragraphs (b)(1) and (b)(3),
redesignating paragraph (b)(2) as (b)(1
and paragraphs (b)(4) through (9) as
paragraphs (b)(2) through (7), and

revising redesignated paragraph (b)(1) to
read as follows:

§13.201 Qualifying for a commercial
operator license or endorsement.
* * * * *

(b) EE

(1) Radiotelegraph Operator License.
(i) Telegraphy Elements 1 and 2;
(ii) Written Elements 1 and 6.

* * * * *

m 22. Section 13.203 is amended by
revising paragraph (a)(1) and (a)(2), and
by removing paragraphs (a)(3), (b)(3),
and (b)(4), and redesignating paragraphs
(a)(4) through (8) as paragraphs (a)(3)
through (7) to read as follows:

§13.203 Examination elements.

(a] * *x *

(1) Element 1: Basic radio law and
operating practice with which every
maritime radio operator should be
familiar. Questions concerning
provisions of laws, treaties, regulations,
and operating procedures and practices
generally followed or required in
communicating by means of
radiotelephone stations.

(2) Element 3: General
radiotelephone. Questions concerning
electronic fundamentals and techniques
required to adjust, repair, and maintain
radio transmitters and receivers at
stations licensed by the FCC in the
aviation and maritime radio services.

* * * * *

m 23. Section 13.209 is amended by
revising paragraphs (d), and (g), and by
removing paragraph (e), and
redesignating paragraphs (f) through (j)
as (e) through (i) to read as follows:

§13.209 Examination procedures.
* * * * *

(d) Passing a telegraphy examination.
Passing a telegraphy receiving
examination is adequate proof of an
examinee’s ability to both send and
receive telegraphy. The COLEM,
however, may also include a sending
segment in a telegraphy examination.

(1) To pass a receiving telegraphy
examination, an examinee is required to
receive correctly the message by ear, for
a period of 1 minute without error at the
rate of speed specified in § 13.203(b).

(2) To pass a sending telegraphy
examination, an examinee is required to
send correctly for a period of one
minute at the rate of speed specified in
§13.203(b).

* * * * *

(g) No applicant who is eligible to
apply for any commercial radio operator
license shall, by reason of any physical
disability, be denied the privilege of
applying and being permitted to attempt

to prove his or her qualifications (by
examination if examination is required)
for such commercial radio operator
license in accordance with procedures
established by the COLEM.

* * * * *

W 24. Section 13.211 is amended by
revising paragraph (e) to read as follows:

§13.211 Commercial radio operator
license examination.
* * * * *

(e) Within 3 business days of
completion of the examination
Element(s), the COLEM must provide
the results of the examination to the
examinee and the COLEM must issue a
PPC to an examinee who scores a
passing grade on an examination
Element.

* * * * *

m 25. Section 13.217 is revised to read
as follows:

§13.217 Records.

Each COLEM recovering fees from
examinees must maintain records of
expenses and revenues, frequency of
examinations administered, and
examination pass rates. Records must
cover the period from January 1 to
December 31 of the preceding year and
must be submitted as directed by the
Commission. Each COLEM must retain
records for 3 years and the records must
be made available to the FCC upon
request.

PART 80—STATIONS IN THE
MARITIME SERVICES

m 26. The authority citation for part 80
continues to read as follows:

Authority: Secs. 4, 303, 307(e), 309, and
332, 48 Stat. 1066, 1082, as amended; 47
U.S.C. 154, 303, 307(e), 309, and 332, unless
otherwise noted. Interpret or apply 48 Stat.
1064—-1068, 1081-1105, as amended; 47
U.S.C. 151-155, 301-609; 3 UST 3450, 3 UST
4726, 12 UST 2377.

m 27. Section 80.59 is amended by
revising the note and table in paragraph
(a)(1), and paragraph (b) to read as
follows:

§80.59 Compulsory ship inspections.
(a) * *x %
(1) * *x %

Note: Nothing in this section prohibits
Commission inspectors from inspecting
ships. The mandatory inspection of U.S.
vessels must be conducted by an FCC-
licensed technician holding an FCC General
Radiotelephone Operator License, GMDSS
Radio Maintainer’s License, Second Class
Radiotelegraph Operator’s Certificate, First
Class Radiotelegraph Operator’s Certificate,
or Radiotelegraph Operator License in
accordance with the following table:
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Minimum class of FCC license required by private sector technician to conduct
inspection—only one license required

Radiotelegraph oper-
Category of vessel General radiotele- GMDSS radio ator Iicenge (Ff)orm%rly First class radio-
phone operator maintainer’s second class radio- telegraph operator’s
license license telegraph operator’s certificate.
certificate)

Radiotelephone equipped vessels subject to S S \/ N

47 CFR part 80, subpart R or S.
GMDSS equipped vessels subject 10 47 CFR | .....cccoceeiiiiiieeniieeee, N e | e,

part 80, subpart W.

* * * * *

(b) Inspection and certification of a
ship subject to the Great Lakes
Agreement. The FCC will not inspect
Great Lakes Agreement vessels. An
inspection and certification of a ship
subject to the Great Lakes Agreement
must be made by a technician holding
one of the following: an FCC General
Radiotelephone Operator License, a
GMDSS Radio Maintainer’s License, a
Second Class Radiotelegraph Operator’s
Certificate, a First Class Radiotelegraph
Operator’s Certificate, or a
Radiotelegraph Operator License. The
certification required by § 80.953 must
be entered into the ship’s log. The
technician conducting the inspection
and providing the certification must not
be the vessel’s owner, operator, master,
or an employee of any of them.
Additionally, the vessel owner,
operator, or ship’s master must certify
that the inspection was satisfactory.
There are no FCC prior notice
requirements for any inspection
pursuant to § 80.59(b).

* * * * *

m 28. Section 80.151 is amended by
revising paragraphs (b)(9) through (11),
adding a new paragraph (b)(12), and
revising paragraphs (c)(1) through (3) to
read as follows:

§80.151 Classification of operator
licenses and endorsements.
* * * * *

(b) EE I

(9) T-3. Third Class Radiotelegraph
Operator’s Certificate (radiotelegraph
operator’s special certificate). Beginning
May 20, 2013, no applications for new
Third Class Radiotelegraph Operator’s
Certificates will be accepted for filing.

(10) T-2. Second Class Radiotelegraph
Operator’s Certificate. Beginning May
20, 2013, no applications for new
Second Class Radiotelegraph Operator’s
Certificates will be accepted for filing.

(11) T-1. First Class Radiotelegraph
Operator’s Certificate. Beginning May
20, 2013, no applications for new First
Class Radiotelegraph Operator’s
Certificates will be accepted for filing.

(12) T. Radiotelegraph Operator
License.(c) * * *

(1) Ship Radar endorsement (First
Class Radiotelegraph Operator’s
Certificate, Second Class Radiotelegraph
Operator’s Certificate, Radiotelegraph
Operator License, General
Radiotelephone Operator License).

(2) Six Months Service endorsement
(First Class Radiotelegraph Operator’s
Certificate, Second Class Radiotelegraph
Operator’s Certificate, Radiotelegraph
Operator License).

(3) Restrictive endorsements; relating
to physical disabilities, English
language or literacy waivers, or other
matters (all licenses).

m 29. Section 80.157 is revised to read
as follows:

§80.157 Radio officer defined.

A radio officer means a person
holding a First Class Radiotelegraph
Operator’s Certificate, Second Class
Radiotelegraph Operator’s Certificate, or
Radiotelegraph Operator License issued
by the Commission, who is employed to
operate a ship radio station in
compliance with Part II of Title II of the
Communications Act. Such a person is
also required to be licensed as a radio
officer by the U.S. Coast Guard when
employed to operate a ship
radiotelegraph station.

m 30. Section 80.159 is amended by
revising paragraphs (a) and (b) to read
as follows:

§80.159 Operator requirements of Title Il
of the Communications Act and the Safety
Convention.

(a) Each telegraphy passenger ship
equipped with a radiotelegraph station
in accordance with Part IT of Title III of
the Communications Act must carry two
radio officers holding a First Class
Radiotelegraph Operator’s Certificate,
Second Class Radiotelegraph Operator’s
Certificate, or Radiotelegraph Operator
License.

(b) Each cargo ship equipped with a
radiotelegraph station in accordance
with Part II of Title II of the
Communications Act and which has a
radiotelegraph auto alarm must carry a

radio officer holding a First Class
Radiotelegraph Operator’s Certificate,
Second Class Radiotelegraph Operator’s
Certificate, or Radiotelegraph Operator
License who has had at least six months
service as a radio officer on board U.S.
ships. If the radiotelegraph station does
not have an auto alarm, a second radio
officer who holds a First Class
Radiotelegraph Operator’s Certificate,
Second Class Radiotelegraph Operator’s
Certificate, or Radiotelegraph Operator

License must be carried.
* * * * *

m 31. Section 80.165 is amended by
revising the table entry for “Ship Morse
telegraph” to read as follows:

§80.165 Operator requirements for
voluntary stations.

MINIMUM OPERATOR LICENSE

Ship Morse telegraph

* * * * *

m 32. Section 80.167 is amended by
revising the introductory text to read as
follows:

§80.167 Limitations on operators.

The operator of maritime radio
equipment other than T-1, T-2, T, or G

licensees must not:
* * * * *

m 33. Section 80.169 is amended by
revising paragraphs (a) and (b) to read
as follows:

§80.169 Operators required to adjust
transmitters or radar.

(a) All adjustments of radio
transmitters in any radiotelephone
station or coincident with the
installation, servicing, or maintenance
of such equipment which may affect the
proper operation of the station, must be
performed by or under the immediate
supervision and responsibility of a
person holding a First Class
Radiotelegraph Operator’s Certificate,
Second Class Radiotelegraph Operator’s
Certificate, Radiotelegraph Operator
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License, or General Radiotelephone
Operator License.

(b) Only persons holding a First Class
Radiotelegraph Operator’s Certificate,
Second Class Radiotelegraph Operator’s
Certificate, or Radiotelegraph Operator
License must perform such functions at
radiotelegraph stations transmitting
Morse code.

* * * * *

W 34. Section 80.203 is amended by
revising paragraph (b)(3) to read as
follows:

§80.203 Authorization of transmitters for
licensing.

(b) * k%

(3) Except as provided in paragraph
(b)(4) of this section, programming of
authorized channels must be performed
only by a person holding a First Class
Radiotelegraph Operator’s Certificate,

Second Class Radiotelegraph Operator’s
Certificate, Radiotelegraph Operator
License, or General Radiotelephone
Operator License using any of the

following procedures:
* * * * *

m 35. Section 80.401 is amended by
revising the table and note 5 to read as
follows:

§80.401 Station documents requirement.
* * * * *

‘puey

:preoqdiyg

Aunn duuely | seod/diyg
PaX1] ARAL] ~ BYSE[Y
PaXL] J1qnd — Byse]Y
15200 J1BALJ
(dHA) 15800-911q0d
Arejunjop
preog uQ

yoddng sumuep
Pax1] Jeuonead(
UOBUIULIR(] 01pEY

() 15800 dMjqngd

~(dH) 520D dqnd

10 98pUIg-01-a3puig 2U0YGIPL

TWIWRIY

oIpey Saxe] 1eain auoydaja),

SVI0OS ~ S|9553, Ja5Uasseg
K10331)) uoneIg oIpey
SINFWND0d
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Station License
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Appropriate Safety Convention Certificate

Communications Act Safety Certificate
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Great Lakes Radio Agreement Safety Certificate

Bridge to Bridge Act Safety Certificate

Part 80; FCC Rules and Regulations

Alphabetical List of Maritime Mobile Call Signs

List of Ship Stations
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Manual for Use by Maritime Mobile (M/M) Service & M/M Satellite Service

List of Coast Stations
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List of Radiodetermination and Special Services Stations

Station Equipment Records

GMDSS Master Plan

NGA Publication 117

Admiralty List of Radio Signals

SU|Su|s¥| ™

Y| Sd| Sy |Sd

IMO Cire. 7

Notes: * * *

5. The requirements for having the
GMDSS Master Plan, NGA Publication
117, Admiralty List of Radio Signals or

IMO Circ. 7 are satisfied by having any
one of those four documents.

m 36. Section 80.409 is amended by

and (f)(3) to read as follows:

revising paragraphs (e)(3) through (13),

(f) introductory text, (f)(1) introductory
text, (f)(1)1)(E), (f)(2) introductory text,
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§80.409 Station logs.
* * * * *

(e) * k%

(3) The time of any inadvertent
transmissions of distress, urgency and
safety signals including the time and
method of cancellation.

(4) An entry that pre-departure
equipment checks were satisfactory and
that required publications are on hand.
Daily entries of satisfactory tests to
ensure the continued proper functioning
of GMDSS equipment shall be made.

(5) A daily statement about the
condition of the required
radiotelephone equipment, as
determined by either normal
communication or test communication;

(6) A weekly entry that:

(i) The proper functioning of digital
selective calling (DSC) equipment has
been verified by actual communications
or a test call;

(ii) The portable survival craft radio
gear and radar transponders have been
tested; and

(iii) The EPIRBs have been inspected.

(7) An entry at least once every thirty
days that the batteries or other reserve
power sources have been checked and
are functioning properly.

(8) Results of required equipment
tests, including specific gravity of lead-
acid storage batteries and voltage
reading of other types of batteries
provided as a part of the compulsory
installation;

(9) Results of inspections and tests of
compulsorily fitted lifeboat radio
equipment;

(10) When the master is notified about
improperly operating radiotelephone
equipment.

(11) At the beginning of each watch,
the Officer of the Navigational Watch, or
GMDSS Operator on watch, if one is
provided, shall ensure that the
navigation receiver is functioning
properly and is interconnected to all
GMDSS alerting devices which do not
have integral navigation receivers,
including: VHF DSC, MF DSC, satellite
EPIRB and HF DSC or INMARSAT SES.
On a ship without integral or directly
connected navigation receiver input to
GMDSS equipment, the Officer of the
Navigational Watch, or GMDSS
Operator on watch, shall update the
embedded position in each equipment.
An appropriate log entry of these
actions shall be made.

(12) An entry describing any
malfunctioning GMDSS equipment and
another entry when the equipment is
restored to normal operation.

(13) A GMDSS radio log entry shall be
made whenever GMDSS equipment is
exchanged or replaced (ensuring that
ship MMSI identifiers are properly

updated in the replacement equipment),
when major repairs to GMDSS
equipment are accomplished, and when
annual GMDSS inspections are
conducted.

(f) Applicable radiotelephone log
entries. The log entries listed in
paragraph (e) of this section are
applicable as follows (vessels subject to
the Global Maritime Distress and Safety
System (GMDSS) should also refer to
subpart W of this Part for additional
guidance on maintenance of station
logs):

(1) Radiotelephony stations subject to
the Communications Act and/or the
Safety Convention must record entries
indicated by paragraphs (e)(1) through
(e)(13) of this section. Additionally, the
radiotelephone log must provide an
easily identifiable, separate section
relating to the required inspection of the
ship’s radio station. Entries must be
made in this section giving at least the
following information.

(i) * *x %

(E) The inspector’s signed and dated
certification that the vessel meets the
requirements of the Communications
Act and, if applicable, the Safety
Convention and the Bridge-to-Bridge
Act contained in subparts R, S, U, or W
of this part and has successfully passed

the inspection.
* * * * *

(2) Radiotelephony stations subject to
the Great Lakes Agreement and the
Bridge-to-Bridge Act must record entries
indicated by paragraphs (e)(1), (3), (5),
(6), (7), (8), (10), (11), and (13), and of
this section. Additionally, the
radiotelephone log must provide an
easily identifiable, separate section
relating to the required inspection of the
ship’s radio station. Entries must be
made in this section giving at least the
following information:

* * * * *

(3) Radiotelephony stations subject to
the Bridge-to-Bridge Act must record
entries indicated by paragraphs (e)(1),
(3), (5) (6), (7), (10), and (11) of this
section.

m 37. Section 80.415 is amended by

revising paragraph (b)(2) to read as
follows:

§80.415 Publications.

* * * * *

(b) * % %

(2) U.S. NGA Publication 117 may be
purchased from Superintendent of
Documents, P.O. Box 371954,
Pittsburgh, PA 15250-7954, telephone
202-512-1800.

* * * * *

m 38. Section 80.953 is amended by
revising paragraph (b) introductory text
to read as follows:

§80.953 Inspection and certification.
* * * * *

(b) An inspection and certification of
a ship subject to the Great Lakes
Agreement must be made by a
technician holding one of the following:
a General Radiotelephone Operator
License, a GMDSS Radio Maintainer’s
License, a Radiotelegraph Operator
License, a Second Class Radiotelegraph
Operator’s Certificate, or a First Class
Radiotelegraph Operator’s Certificate.
Additionally, the technician must not be
the vessel’s owner, operator, master, or
an employee of any of them. The results
of the inspection must be recorded in
the ship’s radiotelephone log and
include:

m 39. Section 80.1005 is revised to read
as follows:

§80.1005 Inspection of station.

The bridge-to-bridge radiotelephone
station will be inspected on vessels
subject to regular inspections pursuant
to the requirements of Parts II and III of
Title II of the Communications Act, the
Safety Convention or the Great Lakes
Agreement at the time of the regular
inspection. If after such inspection, the
Commission determines that the Bridge-
to-Bridge Act, the rules of the
Commission and the station license are
met, an endorsement will be made on
the appropriate document. The validity
of the endorsement will run
concurrently with the period of the
regular inspection. Each vessel must
carry a certificate with a valid
endorsement while subject to the
Bridge-to-Bridge Act. All other bridge-
to-bridge stations will be inspected from
time to time. An inspection of the
bridge-to-bridge station on a Great Lakes
Agreement vessel must normally be
made at the same time as the Great
Lakes Agreement inspection is
conducted by a technician holding one
of the following: a General
Radiotelephone Operator License, a
GMDSS Radio Maintainer’s License, a
Radiotelegraph Operator License, a
Second Class Radiotelegraph Operator’s
Certificate, or a First Class
Radiotelegraph Operator’s Certificate.
Additionally, the technician must not be
the owner, operator, master, or an
employee of any of them. Ships subject
to the Bridge-to-Bridge Act may, in lieu
of an endorsed certificate, certify
compliance in the station log required
by § 80.409(f).
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m 40. Section 80.1085 is amended by
revising paragraph (b) to read as follows:

§80.1085 Ship radio equipment-General.

* * * * *

(b) Ships must carry either the most
recent edition of the IMO publication
entitled GMDSS Master Plan of Shore-
Based Facilities, the U.S. NGA
Publication 117, or the Admiralty List of
Radio Signals Volume 5 Global
Maritime Distress and Safety System.
Notice of new editions will be
published on the Commission’s
Wireless Telecommunications Bureau
Web page under ‘“Marine Services” and
information will be provided about

obtaining the new document.
* * * * *

m 41. Section 80.1129 is amended by
revising paragraph (b) to read as follows:

§80.1129 Location and homing signals.

* * * * *

(b) Homing signals are those locating
signals which are transmitted by mobile
units in distress, or by survival craft, for
the purpose of providing searching units
with a signal that can be used to
determine the bearing to the
transmitting stations.

* * * * *

PART 87—AVIATION SERVICES

m 42. The authority citation for part 87
continues to read as follows:

Authority: 47 U.S.C. 154, 303 and 307(e),
unless otherwise noted.

m 43. Section 87.87 is amended by
redesignating paragraphs (b)(5) through
(6) as (b)(6) through (7), paragraph (b)(3)
as (b)(5), adding a new paragraph (b)(3),
and revising paragraphs (b)(1) through
(2) and (b)(4) to read as follows:

§87.87 Classification of operator licenses
and endorsements.

* * * * *

(b) L

(1) T-1. First Class Radiotelegraph
Operator’s Certificate. Beginning May
20, 2013, no applications for new First
Class Radiotelegraph Operator’s
Certificates will be accepted for filing.

(2) T-2. Second Class Radiotelegraph
Operator’s Certificate. Beginning May
20, 2013, no applications for new
Second Class Radiotelegraph Operator’s
Certificates will be accepted for filing.

(3) T-3. Third Class Radiotelegraph
Operator’s Certificate (radiotelegraph
operator’s special certificate). Beginning
May 20, 2013, no applications for new
Third Class Radiotelegraph Operator’s
Certificates will be accepted for filing.

(4) T. Radiotelegraph Operator
License.
* * * * *
[FR Doc. 2013-02372 Filed 4-17-13; 8:45 am]
BILLING CODE 6712-01-P

DEPARTMENT OF TRANSPORTATION

National Highway Traffic Safety
Administration

49 CFR Part 501

[Docket No. NHTSA-2013-0048]
RIN 2127-AL44

Organization and Delegation of Duties

AGENCY: National Highway Traffic
Safety Administration (NHTSA),
Department of Transportation (DOT).

ACTION: Final rule.

SUMMARY: National Highway Traffic
Safety Administration (NHTSA),
Department of Transportation (DOT) is
updating its regulations. These
regulations govern the organization of
the National Highway Traffic Safety
Administration and delegations of
authority from the Administrator to
Agency officers including the Deputy
Administrator, Chief Counsel, and
Senior Associate Administrators. This
rule is a publication of delegations made
by the Administrator to other Agency
officials.

DATES: This rule is effective April 18,
2013.

FOR FURTHER INFORMATION CONTACT: Ms.
Dana Sade, Office of the Chief Counsel,
National Highway Traffic Safety
Administration, 1200 New Jersey
Avenue SE., Washington, DC 20590.
Telephone: (202) 366—1834.

SUPPLEMENTARY INFORMATION:
I. Background

This final rule updates the Code of
Federal Regulations (CFR) sections that
set forth the organization of the National
Highway Traffic Safety Administration
(NHTSA) and delegations of authority
from the NHTSA Administrator to other
Departmental officials including the
Deputy Administrator, Chief Counsel,
and Senior Associate Administrators.
The purpose of this rule is to provide a
road map to the public and government
officials regarding how NHTSA
operates, which office is responsible for
which tasks, and the authority pursuant
to which Agency offices act.

The regulations set forth in 49 CFR
Part 501 are outdated and do not
accurately reflect how NHTSA operates.
For example, Part 501 still references an

Executive Director, a position that no
longer exists within the Agency. These
and other inaccuracies in Part 501 create
unnecessary confusion.

This rule amends Part 501 in three
ways. First, it removes positions that are
outdated and no longer exist within the
Agency. Second, it updates the
Administrator’s delegations to reflect
new statutory responsibilities and
organizational changes within the
Agency. Third, it clarifies the text and
updates citations in Part 501 to increase
transparency, accessibility, and
readability.

This final rule does not impose
substantive requirements. It simply
updates the CFR to represent the current
statutory and organizational posture of
the Agency. The final rule is ministerial
in nature and relates only to Agency
management, organization, procedure,
and practice. Therefore, the Agency has
determined that notice and comment are
unnecessary and that the rule is exempt
from prior notice and comment
requirements under 5 U.S.C.
553(b)(3)(A). As these changes will not
have a substantive impact on the public,
the Agency does not expect to receive
significant comments on the substance
of the rule. Therefore, the Department
finds that there is good cause under 5
U.S.C. 553(d)(3) to make this rule
effective less than 30 days after
publication in the Federal Register.

II. Executive Order 12866 and DOT
Regulatory Policies and Procedures

The final rule is not considered a
significant regulatory action under
Executive Order 12866 and DOT
Regulatory Policies and Procedures (44
FR 11034). It was not reviewed by the
Office of Management and Budget.
There are no costs associated with this
rule.

Executive Order 13132

This final rule has been analyzed in
accordance with the principles and
criteria contained in Executive Order
13132 (“Federalism’). This final rule
does not have a substantial direct effect
on, or sufficient federalism implications
for, the States, nor would it limit the
policymaking discretion of the States.
Therefore, the consultation
requirements of Executive Order 13132
do not apply.

Executive Order 13175

This final rule has been analyzed in
accordance with the principles and
criteria contained in Executive Order
13175 (“Consultation and Coordination
with Indian Tribal Governments’).
Because this final rule does not
significantly or uniquely affect the
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communities of the Indian tribal
governments and does not impose
substantial direct compliance costs, the
funding and consultation requirements
of Executive Order 13175 do not apply.

Regulatory Flexibility Act

Because no notice of proposed
rulemaking is required for this rule
under the Administrative Procedure
Act, 5 U.S.C. 553, the provisions of the
Regulatory Flexibility Act (5 U.S.C. 601
et seq.) do not apply. We also do not
believe this rule would impose any
costs on small entities as it makes non-
substantive corrections. Therefore, I
certify this final rule will not have a
significant economic impact on a
substantial number of small entities.

Paperwork Reduction Act

This rule contains no information
collection requirements under the
Paperwork Reduction Act of 1995 (44
U.S.C. 3501-3520).

Unfunded Mandates Reform Act

NHTSA has determined that the
requirements of Title II of the Unfunded
Mandates Reform Act of 1995 do not
apply to this rulemaking.

List of Subjects in 49 CFR Part 501

Authority delegations (Government
agencies), Organization and functions
(Government agencies).

In consideration of the foregoing,
NHTSA revises Title 49, Part 501 of the
Code of Regulations to read as follows:

PART 501—ORGANIZATION AND
DELEGATION OF POWERS AND
DUTIES

Sec.

501.1 Purpose.

501.2 General.

501.3 Organization and general
responsibilities.

501.4 Succession to Administrator.

501.5 Exercise of authority.

501.6 Secretary’s reservations of authority.

501.7 Administrator’s reservations of
authority.

501.8 Delegations.

Authority: 49 U.S.C. 105 and 322, and
delegations of authority at 49 CFR 1.95.

§501.1 Purpose.

This part describes the organization of
the National Highway Traffic Safety
Administration (NHTSA) through the
Deputy Administrator, Chief Counsel,
Senior Associate Administrator,
Associate Administrator, Regional
Administrator and Staff Office Director
levels and provides for the performance
of duties imposed on, and the exercise
of powers vested in, the Administrator
of the NHTSA (hereafter referred to as
the “Administrator”).

§501.2 General.

The Administrator is delegated
authority by the Secretary of
Transportation (49 CFR 1.95) to:

(a) Carry out the following chapters or
sections of Title 49 of the United States
Code:

(1) Chapter 301—Motor Vehicle
Safety.

(2) Chapter 303—National Driver
Register.

(3) Chapter 321—General.

(4) Chapter 323—Consumer
Information.

(5) Chapter 325—Bumper Standards.

(6) Chapter 327—Odometers.

(7) Chapter 329—Automobile Fuel
Economy.

(8) Chapter 331—Theft Prevention.

(9) Section 20134(a), with respect to
the laws administered by the National
Highway Traffic Safety Administrator
pertaining to highway, traffic and motor
vehicle safety.

(b) Carry out 23 U.S.C. chapter 4,
Highway Safety, as amended, except for
section 409.

(c) Exercise the authority vested in the
Secretary by section 210(2) of the Clean
Air Act, as amended (42 U.S.C. 7544(2)).

(d) Carry out the provisions of 23
U.S.C. 313, Buy America.

(e) Administer the following sections
of Title 23, United States Code, in
coordination with the Federal Highway
Administrator as appropriate:

(1) Section 153.

(2) Section 154.

(3) Section 158.

(4) Section 161.

(5) Section 163.

(6) Section 164.

(f) Carry out the consultation
functions vested in the Secretary by
Executive Order 11912 (3 CFR, 1976
Comp., p. 114), as amended, relating to
automobiles.

§501.3 Organization and general
responsibilities.

The National Highway Traffic Safety
Administration consists of a
headquarters organization located in
Washington, DC, and a unified field
organization consisting of ten
geographic regions. The organization of,
and general spheres of responsibility
within, the NHTSA are as follows:

(a) Office of the Administrator—

(1) Administrator.

(i) Represents the Department and is
the principal advisor to the Secretary in
all matters related to chapters 301, 303,
321, 323, 325, 327, 329 and 331 of Title
49 U.S.C.; 23 U.S.C. chapter 4, except
section 409; as each relates to highway
safety, sections 153, 154, 158, 161, 163,
164 and 313 of Title 23 U.S.C.; and such
other authorities as are delegated by the

Secretary of Transportation (49 CFR
sections 1.94 and 1.95);

(ii) Establishes NHTSA program
policies, objectives, and priorities and
directs development of action plans to
accomplish the NHTSA mission;

(iii) Directs, controls, and evaluates
the organization, program activities,
performance of NHTSA staff, program
and field offices;

(iv) Approves broad legislative,
budgetary, fiscal and program proposals
and plans; and

(v) Takes management actions of
major significance, such as those
relating to changes in basic organization
pattern, appointment of key personnel,
allocation of resources, and matters of
special political or public interest or
sensitivity.

(2) Deputy Administrator. Assists the
Administrator in discharging
responsibilities. Directs and coordinates
the Administration’s management and
operational programs, and related
policies and procedures at headquarters
and in the field.

(3) [Reserved]

(4) Director, Executive
Correspondence. Provides a central
facilitative staff that administers an
executive correspondence program and
maintains policy files for the
Administrator and Deputy
Administrator, and services and support
to committees as designated by the
Administrator.

(5) Director, Office of Civil Rights. As
principal staff advisor to the
Administrator and Deputy
Administrator on all matters pertaining
to civil rights, acts as Director of Equal
Employment Opportunity, Contracts
Compliance Officer and Title VI (Civil
Rights Act of 1964) Coordinator; assures
Administration-wide compliance with
related laws, Executive Orders,
regulations and policies; and provides
assistance to the Office of the Secretary
in investigating and adjudicating formal
complaints of discrimination.

(6) Director, Governmental Affairs,
Policy & Strategic Planning. As the
principal advisor to the Administrator
and Deputy Administrator on all
intergovernmental matters, including
communications with Congress,
communicates agency policy and
coordinates with the Senior Associate
Administrators and Chief Counsel on
legislative issues affecting the agency.
Also, coordinates Agency policy
discussions and activities and
coordinates with other operating
administrations and the Office of
Secretary on strategic planning efforts.

(b) Chief Counsel. As chief legal
officer, provides legal services for the
Administrator and the Administration;
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prepares litigation for the
Administration; effects rulemaking
actions; issues subpoenas; and serves as
coordinator on legislative affairs.

(c) Senior Associate Administrators—

(1) Senior Associate Administrator for
Policy and Operations. As the principal
advisor to the Administrator and Deputy
Administrator with regard to core
administrative and support services,
provides direction and internal
management and mission support for
such activities. Provides executive
direction over the Associate
Administrator for Planning,
Administrative and Financial
Management, the Chief Information
Officer, the Director of Human
Resources, the Director of Executive
Correspondence, the Associate
Administrator for Communications and
Consumer Information, and the
Emergency Coordinator.

(2) Senior Associate Administrator for
Vehicle Safety. As the principal advisor
to the Administrator and Deputy
Administrator with regard to
rulemaking, enforcement, vehicle safety
research and statistics and data analysis,
provides direction and internal
management and mission support for
such activities. Provides executive
direction over the Associate
Administrator for Rulemaking, the
Associate Administrator for
Enforcement, the Associate
Administrator for the National Center
for Statistics and Analysis, and the
Associate Administrator for Vehicle
Safety Research.

(3) Senior Associate Administrator for
Traffic Injury Control. As the principal
advisor to the Administrator and Deputy
Administrator with regard to programs
to reduce traffic injury, provides
direction and internal management and
mission support for such activities.
Provides executive direction over the
Associate Administrator for Research
and Program Development and the
Associate Administrator for Regional
Operations and Program Delivery.

§501.4 Succession to Administrator.

(a) The Deputy Administrator is the
“first assistant” to the Administrator for
purposes of the Federal Vacancies
Reform Act of 1998 (5 U.S.C. 3345—
3349d), and shall, in the event the
Administrator dies, resigns, or is
otherwise unable to perform the
functions and duties of the office, serve
as the Acting Administrator, subject to
the limitations in the Federal Vacancies
Reform Act of 1998.

(b) In the event of the absence or
disability of both the Administrator and
the Deputy Administrator, or in the
event that both positions are vacant, the

following officials, in the order
indicated, shall serve as Acting Deputy
Administrator and shall perform the
functions and duties of the
Administrator, except for any non-
delegable statutory and/or regulatory
functions and duties:

(1) Chief Counsel;

(2) Senior Associate Administrator for
Vehicle Safety;

(3) Senior Associate Administrator for
Traffic Injury Control;

(4) Senior Associate Administrator for
Policy and Operations.

(c) In order to qualify for the line of
succession, officials must be
encumbered in their position on a
permanent basis.

§501.5 Exercise of authority.

(a) All authorities lawfully vested in
the Administrator and reserved to him/
her in this Regulation or in other
NHTSA directives may be exercised by
the Deputy Administrator and, in the
absence of both Officials, by the Chief
Counsel, unless specifically prohibited.

(b) In exercising the powers and
performing the duties delegated by this
part, officers of the NHTSA and their
delegates are governed by applicable
laws, executive orders, regulations, and
other directives, and by policies,
objectives, plans, standards, procedures,
and limitations as may be issued from
time to time by or on behalf of the
Secretary of Transportation, the
Administrator, the Deputy
Administrator and the Chief Counsel or,
with respect to matters under their
jurisdiction, by or on behalf of the
Senior Associate Administrators,
Associate Administrators, Regional
Administrators, and Directors of Staff
Offices.

(c) Each officer to whom authority is
delegated by this part may redelegate
and authorize successive redelegations
of that authority subject to any
conditions the officer prescribes.
Redelegations of authority shall be in
written form and shall be published in
the Federal Register when they affect
the public.

(d) Each officer to whom authority is
delegated will administer and perform
the functions described in the officer’s
respective functional statements.

§501.6 Secretary’s reservations of
authority.

The authorities reserved to the
Secretary of Transportation are set forth
in §1.21 of Part 1 and in Part 95 of the
regulations of the Office of the Secretary
of Transportation in subtitle A of this
Title (49 CFR Parts 1 and 95).

§501.7 Administrator’s reservations of
authority.

The delegations of authority in this
part do not extend to the following
authority which is reserved to the
Administrator, except when exercised
pursuant to §§501.4 and 501.5(a):

(a) The authority under chapter 301—
Motor Vehicle Safety—of Title 49 of the
United States Code to:

(1) Issue, amend, or revoke final
federal motor vehicle safety standards
and regulations;

(2) Make final decisions concerning
alleged safety-related defects and
noncompliances with Federal motor
vehicle safety standards;

(3) Grant or renew temporary
exemptions from federal motor vehicle
safety standards; and

(4) Grant or deny appeals from
determinations upon petitions for
inconsequential defect or
noncompliance.

(b) The authority under 23 U.S.C.
chapter 4, as amended, to:

(1) Apportion authorization amounts
and distribute obligation limitations for
State highway safety programs under 23
U.S.C. 402;

(2) Award grants to the States under
the National Priority Safety Programs,
23 U.S.C. 405;

(3) Issue, amend, or revoke uniform
State highway safety guidelines and
rules identifying highly effective
highway safety programs under 23
U.S.C. 402;

(4) Fix the rate of compensation for
non-government members of agency
sponsored committees which are
entitled to compensation.

(c) The authority under chapters 303,
321, 323, 325, and 329 (except section
32916(b)) of Title 49 of the United States
Code to:

(1) Issue, amend, or revoke final rules
and regulations; and

(2) Assess civil penalties and approve
manufacturer fuel economy credit plans
under chapter 329.

§501.8 Delegations.

(a) Deputy Administrator. The Deputy
Administrator is delegated authority to
act for the Administrator, except where
specifically limited by law, order,
regulation, or instructions of the
Administrator. The Deputy
Administrator is delegated authority to
assist the Administrator in providing
executive direction to all organizational
elements of NHTSA.

(b) [Reserved]

(c) Director, Office of Civil Rights. The
Director, Office of Civil Rights is
delegated authority to:

(1) Act as the NHTSA Director of
Equal Employment Opportunity.
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(2) Act as NHTSA coordinator for
matters under Title VI of the Civil
Rights Act of 1964 (42 U.S.C. 2000d et
seq.), Executive Order 12250 (3 CFR,
1980 Comp., p. 298), and regulations of
the Department of Justice.

(d) Chief Counsel. The Chief Counsel
is delegated authority to:

(1) Exercise the powers and perform
the duties of the Administrator with
respect to setting of odometer
regulations authorized under 49 U.S.C.
chapter 327, and with respect to
providing technical assistance and
granting extensions of time to the states
under 49 U.S.C. 32705.

(2) Establish the legal sufficiency of
all investigations and enforcement
actions conducted under the authority
of the following chapters, including
notes, of Title 49 of the United States
Code Chapters 301, 303, 321, 323, 325,
327, 329 and 331; to make an initial
penalty demand based on a violations of
any of these chapters; and to
compromise any civil penalty or
monetary settlement in an amount of
$100,000 or less resulting from a
violation of any of these chapters.

(3) Exercise the powers of the
Administrator under 49 U.S.C. 30166(c),
(g), (h), (), and (k).

(4) Issue subpoenas, after notice to the
Administrator, for the attendance of
witnesses and production of documents
pursuant to chapters 301, 321, 323, 325,
327, 329 and 331 of Title 49 of the
United States Code.

(5) Issue authoritative interpretations
of the statutes administered by NHTSA
and the regulations issued by the
agency.

(e) Senior Associate Administrator for
Policy and Operations. The Senior
Associate Administrator for Policy and
Operations is delegated authority for
executive direction of the Associate
Administrator for Planning,
Administrative and Financial
Management; the Chief Information
Officer; the Director of Human
Resources; the Director of Executive
Correspondence; the Associate
Administrator for Communications and
Consumer Information; and the
Emergency Coordinator. To carry out
this direction, the Senior Associate
Administrator for Policy and Operations
is delegated authority, except for
authority reserved to the Administrator,
to direct the NHTSA planning and
evaluation system in conjunction with
Departmental requirements and
planning goals and to coordinate the
development of the Administrator’s
plans, budgets, and programs, and
analyses of their expected impact. The
Senior Associate Administrator for
Policy and Operations is also delegated

authority to exercise procurement
authority with respect to NHTSA
requirements; administer and conduct
NHTSA'’s personnel management
activities; administer NHTSA financial
management programs, including
systems of funds control and accounts
of all financial transactions; and
conduct administrative management
services in support of NHTSA missions
and programs.

(f) Senior Associate Administrator for
Vehicle Safety. The Senior Associate
Administrator for Vehicle Safety is
delegated authority for executive
direction of the Associate Administrator
for Rulemaking, the Associate
Administrator for Enforcement, the
Associate Administrator for the National
Center for Statistics and Analysis, and
the Associate Administrator for Vehicle
Safety Research. The Senior Associate
Administrator for Vehicle Safety
exercises executive direction with
respect to the setting of standards and
regulations for motor vehicle safety, fuel
economy, theft prevention, consumer
information, and odometer fraud. To
carry out this direction, the Senior
Associate Administrator for Vehicle
Safety is delegated authority, except for
authority reserved to the Administrator
or the Chief Counsel, to exercise the
powers and perform the duties of the
Administrator with respect to the setting
of motor vehicle safety and theft
prevention standards, fuel economy
standards, procedural regulations, the
National Driver Register, and the
development of consumer information
and odometer fraud regulations
authorized under Chapters 301, 303,
321, 323, 325, 327, 329, and 331 of title
49, United States Code. The Senior
Associate Administrator for Vehicle
Safety is delegated authority to develop
and conduct research and development
programs and projects necessary to
support the purposes of Chapters 301,
323, 325, 327, 329, and 331 of title 49,
United States Code, and Chapter 4 of
title 23, United States Code, as
amended, in coordination with the
appropriate Associate Administrators,
and the Chief Counsel. The Senior
Associate Administrator for Vehicle
Safety is also delegated authority to
respond to a manufacturer’s petition for
exemption from 49 U.S.C. Chapter 301’s
notification and remedy requirements in
connection with a defect or
noncompliance concerning labeling
errors; extend comment periods (both
self-initiated and in response to a
petition for extension of time) for
noncontroversial rulemakings; make
technical amendments or corrections to
a final rule; extend the effective date of

a noncontroversial final rule; administer
the NHTSA enforcement program for all
laws, standards, and regulations
pertinent to vehicle safety, fuel
economy, theft prevention,
damageability, consumer information
and odometer fraud, authorized under
Chapters 301, 323, 325, 327, 329, and
331 of title 49, United States Code; issue
regulations relating to the importation of
motor vehicles under sections 30141
through 30147 of title 49, United States
Code; and grant and deny petitions for
import eligibility determinations
submitted to NHTSA by motor vehicle
manufacturers and registered importers
under 49 U.S.C. 30141.

(g) Senior Associate Administrator for
Traffic Injury Control. The Senior
Associate Administrator for Traffic
Injury Control is delegated authority for
executive direction of the Associate
Administrator for Research and Program
Development and the Associate
Administrator for Regional Operations
and Program Delivery. To carry out this
direction, the Senior Associate
Administrator for Traffic Injury Control
is delegated authority, except for
authority reserved to the Administrator,
over programs with respect to: Chapter
4 of title 23, United States Code, as
amended; the authority vested by
section 210(2) of the Clean Air Act, as
amended (42 U.S.C. 7544(2)); the
authority vested by 49 U.S.C. 20134(a),
with respect to the laws administered by
the Administrator pertaining to
highway, traffic, and motor vehicle
safety; and the authority vested by
sections 153, 154, 158, 161, 163, and
164 of title 23, United States Code, in
coordination with the Federal Highway
Administrator as appropriate. The
Senior Associate Administrator for
Traffic Injury Control is also delegated
authority to exercise the powers and
perform the duties of the Administrator
with respect to State highway safety
programs under 23 U.S.C. 402 and
National Priority Safety Programs under
23 U.S.C. 405, including approval and
disapproval of State highway safety
plans and vouchers, in accordance with
the procedural requirements of the
Administration.

Issued in Washington, DC on: April 10,
2013. under authority delegated in 49 CFR
1.95

David L. Strickland,

Administrator.

[FR Doc. 2013-09122 Filed 4—17-13; 8:45 am]
BILLING CODE 4910-59-P
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This section of the FEDERAL REGISTER
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issuance of rules and regulations. The
purpose of these notices is to give interested
persons an opportunity to participate in the
rule making prior to the adoption of the final
rules.

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: Proposed rule.

SUMMARY: The Board of Governors of the
Federal Reserve System (Board) is
inviting comments on a proposed rule to
implement section 318 of the Dodd-
Frank Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act), which
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
(Council).

DATES: Comments should be received by
June 15, 2013.

ADDRESSES: You may submit comments,
identified by Docket No. 1457 and RIN
7100-AD-95, by any of the following
methods:

o Agency Web site: http://
www.federalreserve.gov. Follow the
instructions for submitting comments at
http://www.federalreserve.gov/
generalinfo/foia/ProposedRegs.cfm.

e Federal eRulemaking Portal: http://
www.regulations.gov. Follow the
instructions for submitting comments.

e Email:
regs.comments@federalreserve.gov.

Include docket and RIN numbers in the
subject line of the message.

e FAX:(202) 452—-3819 or (202) 452—
3102.

e Mail: Robert deV. Frierson,
Secretary, Board of Governors of the
Federal Reserve System, 20th Street and
Constitution Avenue NW., Washington,
DC 20551.

All public comments are available from
the Board’s Web site at http://
www.federalreserve.gov/generalinfo/
foia/ProposedRegs.cfm as submitted,
unless modified for technical reasons.
Accordingly, your comments will not be
edited to remove any identifying or
contact information. Public comments
may also be viewed electronically or in
paper form in Room MP-500 of the
Board’s Martin Building (20th and C
Streets NW.) between 9:00 a.m. and 5:00
p-m. on weekdays.

FOR FURTHER INFORMATION CONTACT:
Mark Greiner (202—452-5290), Nancy
Perkins (202-973-5006), or William
Spaniel (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 (TTD) only, contact (202) 263—
4869.

SUPPLEMENTARY INFORMATION:
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I. Overview of Proposed Rule
II. Description of the Proposal
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
2. Assessment Formula
C. Collection Procedures
1. Notice of Assessment and Appeal
Procedure
2. Collection of Assessments
D. Revisions to the FR Y-7Q
III. Administrative Law Matters
A. Solicitation of Comments and Use of
Plain Language
B. Paperwork Reduction Act Analysis
C. Regulatory Flexibility Act Analysis

I. Overview of Proposed Rule

Section 318 of the Dodd-Frank Act
directs the Board to collect assessments,

fees, or other charges (assessments) from
bank holding companies and savings
and loan holding companies with $50
billion or more in total consolidated
assets, and nonbank financial
companies designated by the Council
pursuant to section 113 of the Dodd-
Frank Act for supervision by the Board ?
(collectively, assessed companies) equal
to the expenses the Board estimates are
necessary or appropriate to carry out its
supervision and regulation of those
companies. This proposed rule outlines
the Board’s assessment program,
including how the Board would: (a)
Determine which companies would be
subject to an assessment 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 covered by the
assessment, (c) determine the
assessment for each of these companies,
and (d) bill for and collect the

assessment from these companies.

Under the proposal, each calendar
year would be an assessment period.
Companies would be covered by this
rule if the total consolidated assets for
the company meets or exceeds $50
billion or the company has been
designated for Board supervision by the
Council during the assessment period.
The Board proposes to notify those
companies of the amount of their
assessment no later than July 15 of the
year following each assessment period.
After an opportunity for appeal,
assessed companies would be required
to pay their assessments by September
30 of the year following the assessment
period. The Board is proposing to
collect assessments beginning with the
2012 assessment period. The Board
believes that initiating the assessment
program with the 2012 assessment
period is appropriate as the Board has
completed the development of a
framework for the estimation of
appropriate expenses and the collection
of assessments. Additionally, the 2012
assessment period would be the first full
calendar-year assessment period
subsequent to the effective date of
section 318 of Dodd-Frank.

The Board is inviting comments on all
aspects of this proposed rulemaking.

1To date, the Council has not designated any
nonbank financial company for Board supervision
under section 113 of the Dodd-Frank Act.
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II. Description of the Proposal
A. Key Definitions
1. Assessed Companies

The Board would make the
determination for each calendar-year
period (the assessment period) that a
company is a bank holding company or
savings and loan holding company with
total consolidated assets equal to or
exceeding $50 billion, or a nonbank
financial company designated for Board
supervision by the Council, based on
information reported by the company on
regulatory or other reports as
determined by the Board.2 In general,
for each assessment period, the proposal
would identify assessed companies as:

e A company that, on December 31 of the
assessment period, is a top-tier bank holding
company, other than a foreign bank holding
company, as defined in section 2 of the Bank
Holding Company Act,? that has total
consolidated assets of $50 billion or more as
determined based on the average of the bank
holding company’s total consolidated assets
reported for the assessment period on its
Schedule HC—Consolidated Balance Sheet of
the bank holding company’s Consolidated
Financial Statements for Bank Holding
Companies (FR Y-9C) forms;

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

2 All organizational structure and financial
information that the Board would 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, must have been
received by the Board on or before June 30
following that assessment period and must reflect
events that were effective on or before December 31
of the assessment period.

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

412 U.S.C. 1467.

5 Generally, for multi-tiered bank holding
companies and multi-tiered savings and loan
holding companies 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.
If a U.S.-domiciled company does not report total
consolidated assets in its public reports or uses a
financial reporting methodology other than U.S.
GAAP, the Board may use, at its discretion, any
comparable financial information that the Board
may require from the company for this
determination. 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

o A foreign company that, on December 31
of the assessment period, is a top-tier bank
holding company 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; ¢

o A foreign company that, on December 31
of the assessment period, is a savings and
loan holding company that has total
consolidated assets of $50 billion or more as
determined based on the average of the
foreign savings and loan holding company’s
total consolidated assets reported for the
assessment period on regulatory reporting
forms required for the foreign savings and
loan holding company; 7 and

e A company that is a nonbank financial
company designated for supervision by the
Board under section 113 of the Dodd-Frank
Act on December 31 of the assessment
period.

Relying on the average 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.8

Question 1: What alternative decision
criteria or procedures should the Board
consider for determining whether a
company is an assessed company, such
as considering a greater or lesser
number of regulatory reports, and why?

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)
(bank holding companies) and 12 U.S.C. 1467a(a)(2)
(savings and loan holding companies).

6 For annual filers of the FR Y-7Q, the 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.

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

8 A four-quarter average of a company’s total
consolidated assets also has been proposed for the
definition of a covered company in the notice of
proposed rulemaking for “Enhanced Prudential
Standards and Early Remediation Requirements for
Covered Companies” published in the Federal
Register 77 FR 594 (January 5, 2012). If an assessed
company has not reported its total consolidated
assets to the Board pursuant to one of the reporting
forms named above, the Board may also use, at its
discretion, other financial or annual reports filed by
the company to determine a company’s total
consolidated assets. For example, the Board may
use the Savings Association Holding Company
Report (FR H-(b)11), or any filing filed with the
Securities and Exchange Commission (SEC).

2. Total Assessable Assets

The term ““total assessable assets”
means the amount of assets that will be
used to calculate an assessed company’s
assessment. In order to collect
assessments that reflect the Board’s role
as the consolidated supervisor of
assessed companies, further described
in Section A.4, total assessable assets
would include total assets for all
activities subject to the Board’s
supervisory authority as the
consolidated supervisor. For a U.S.-
domiciled assessed company, 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.? For a
nonbank financial company supervised
by the Board, 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 determined by the Board.10
Similarly, at such time as any foreign
savings and loan holding company
becomes an assessed company, total
assessable assets would be the average
of the foreign savings and loan holding
company’s total combined assets of U.S.
operations as reported during the
assessment period on such regulatory
reports as are applicable to the foreign
savings and loan holding company.?

For a foreign bank holding company,
total assessable assets would be equal to
the company’s total combined assets of
U.S. operations,?2 including U.S.
branches and agencies, as the Board has
supervisory and regulatory
responsibilities for the company’s U.S.
activities. Foreign bank holding
companies do not currently submit a

9For assessed companies that are grandfathered
unitary savings and loan holding companies, the
Board would only include assets associated with its
savings association subsidiary and its other
financial activities.

10Tf the nonbank financial company supervised
by the Board under section 113 of the Dodd-Frank
Act is a foreign company, its assessable assets
would be the average of the foreign nonbank
financial company’s U.S. assets as reported during
the assessment period. As the Council begins to
designate nonbank financial companies under
section 113, the Board’s methodology for
determining the assessments for these companies
would be reviewed and, as needed, revised.

111f any foreign savings and loan holding
company becomes an assessed company, the
Board’s methodology for determining the
assessments for these companies would be
reviewed and, as needed, revised.

12 A foreign bank holding company’s total
assessable assets would 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)).
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single regulatory reporting form that
reports the total combined assets of their
U.S. operations for which the Board has
supervisory and regulatory authority.13
In order to determine a foreign bank
holding company’s total assessable
assets for the 2012 and 2013 assessment
periods, a foreign bank holding
company’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 14), from the stand alone
regulatory reporting form for,
specifically: 15

e A top-tier, U.S.-domiciled bank holding
company or U.S.-domiciled savings and loan
holding company; 16

e U.S. branches and agencies; 17

e U.S.-domiciled nonbank subsidiaries; 18

13 Currently, foreign bank holding companies, as
foreign banking organizations, report total
consolidated assets of worldwide operations on the
FR Y-7Q, which the proposal would use for
determining whether a foreign bank holding
company is an assessed company.

14 Net intercompany balances and transactions
between a U.S. entity and a foreign affiliate would
not be eliminated, as such balances and
transactions would not result in double counting of
assets on a U.S.-combined basis. If any standalone
regulatory reporting form does not itemize
intercompany balances and transactions between
U.S.-domiciled affiliates, branches or agencies, this
proposal would not eliminate intercompany
balances and transactions reported on that form
from the calculation of total assessable assets. For
regulatory reporting forms 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 Board
would 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.

15 The proposed approach would exclude from
the sum the assets of entities for which a stand-
alone regulatory report has been filed, but whose
assets are reflected in the consolidated balance
sheet of a U.S.-domiciled higher-tier regulatory
reporting form filer.

16 Total assets for each U.S.-domiciled, top-tier
bank holding company or savings and loan holding
company 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.

17 Total assets for each branch or agency would
be calculated as total claims of 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.

18 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 be calculated as total
assets (line item 10, Schedule BS), minus balances

e Edge Act and Agreement Corporations; 19
U.S. banks and U.S. savings associations; 20
and broker-dealers that are not reflected in
the assets of a U.S. domiciled parent’s
regulatory reporting form submission.2?

For assessment periods after 2013, the
Board proposes to modify the FR Y-7QQ
by adding a line item for reporting the
total combined assets of a foreign
banking organization’s U.S. operations,
consistent with the Board’s supervisory
and regulatory authority over foreign
banking organizations’ U.S. operations.

Question 2: What, if any, challenges
does the proposed approach present for
determining the total assessable assets
of an assessed company, foreign or
domestic?

Question 3: What, if any, specific
concerns arise for assessed companies
that are primarily non-depository firms,
and what method of determining total
assessable assets should be considered
for those companies and why?

3. Assessment Periods

Under the proposed rule, each
calendar year would be an assessment
period. For each assessment period, the
Board would make a determination as to
whether an entity is an assessed
company for that assessment period.
The Board anticipates that the
population of assessed companies will
be relatively stable, and it is likely that
an entity that is an assessed company
during one assessment period will be an
assessed company for following

due from related institutions located in the United
States, gross (line item 4.a of Schedule BS-M) of 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 would be
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 proposal, the Board
would 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.

19 Total assets for each Edge Act or agreement
corporation would be 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.

20 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 be 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).

21 Total assets for each broker-dealer would be 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).

assessment periods. Nevertheless, some
entities with average total consolidated
assets near the $50 billion threshold
might be included in one assessment
period and not in another.

The Board would determine which
companies, as of December 31 of the
prior calendar year, (i) were of the types
of entities enumerated in the rule (i.e.,
a bank holding company, savings and
loan holding company, or designated
nonbank financial company subject to
Board supervision) and (ii) had average
total consolidated assets equal to or
exceeding the $50 billion threshold, as
reported on the relevant reporting
form(s) or based on other information as
the Board may consider. The Board
would notify each company that it is an
assessed company by July 15 of each
calendar year following the assessment
period.

Question 4: What, if any, burdens are
created for assessed companies by the
Board’s use of December 31 as the “as
of” date for determining assessed
companies and notifying assessed
companies on July 15 of the following
year? What alternative dates or
methodologies should the Board
consider and why?

Question 5: For companies near $50
billion in total consolidated assets,
what, if any, concerns are associated
with not being certain whether the
company would be an assessed
company from one assessment period to
another and what alternatives might
mitigate those concerns?

4. Assessment Basis

The assessment basis means the
applicable estimated expenses 22 of the
Board and the Reserve Banks (to which
the Board has delegated supervisory
responsibility) as consolidated
supervisor of assessed companies. The
assessment basis would include
necessary or appropriate expenses
associated with consolidated regulation
and supervision of all assessed
companies. In order to determine the
assessment basis, the Board would
estimate its aggregate expenses for
activities related to the supervision and
regulation of the entire population of
assessed companies. These expenses
include, but are not limited to:
conducting onsite and offsite
examinations, inspections, visitations
and reviews; providing ongoing
supervision; meeting and corresponding
regarding supervision matters;
conducting stress tests; assessing
resolution plans; developing,
administering, interpreting and

22Expenses include all direct operating expenses,
including support, overhead, and pension expenses.
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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
bank holding company mergers,
acquisitions, and other similar
transactions; processing consumer
complaints; and implementing a macro-
prudential supervisory approach.23 In
addition, the estimated expenses for the
assessment basis would include a share
of expenses associated with activities
that are integral to carry out the
supervisory and regulatory
responsibilities of the Board, even when
those expenses are not directly
attributable to specific companies.2 For
those activities, the Board would
calculate the relative proportion of
expenses that are attributable to
assessed companies divided by
expenses for those activities that are
attributable to all companies and
entities supervised by the Board, and
apply that proportion to the shared
expenses.

For each assessment period, the
Board’s assessment basis would be the
Board’s estimate of the total expenses
necessary or appropriate to carry out the
supervisory and regulatory
responsibilities of the Board with
respect to the population of assessed
companies, based on an average of
estimated expenses over the current and
prior two assessment periods. For the
2012 assessment period, the Board
estimates that the assessment basis
would be approximately $440 million.
Thereafter, to mitigate volatility in
assessments and provide a more stable
basis from year to year, the Board would
calculate a three-year average of its
estimated expenses, and would
determine assessments for each year
based on that three-year average. Thus,

Assessment rate =

as an example, the assessment basis for
2015 would be the average of the
Board’s estimated expenses relating to
assessed companies from calendar years
2013, 2014, and 2015. For the
assessment bases for calendar years
2012, 2013, and 2014, the Board would
use the estimate of its expenses for
2012, the first year for which it will
collect assessments.25 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.

B. Apportioning the Assessment Basis to
Assessed Companies

1. Apportionment Based On Size

In general, total expenses relating to
the supervision of a company are a
function of the size and associated
complexity of the company. For
example, for companies with assets of
$50 billion or more, supervision
typically consists of onsite teams with a
continuous presence at the firm, offsite
surveillance and monitoring, and a
series of targeted onsite examinations
conducted throughout the year that
focus on individual areas of operations
and risk. Larger companies are often
more complex companies, with
associated risks that play a large role in
determining the supervisory resources
needed for that company. The largest
companies, because of their increased
complexity, risk and geographic
footprints, usually receive more
supervisory attention. For example, a
number of regulations in development
to implement provisions of the Dodd-
Frank Act are directed at financial
institutions with total consolidated
assets of $50 billion or more and
nonbank companies designated for
supervision by the Board, and some of

these regulations are tailored further
based on the size of a company.26
Apportioning the assessment basis
based on the total consolidated asset
size of the assessed companies is
generally reflective of the amount of
supervisory and regulatory expenses
associated with a particular company,
and generally is information that is well
understood, objective, transparent,
readily available, and comparable
among all types of assessed companies.
As a result, the Board proposes to
determine assessments based on the
assessed companies’ total assessable
assets for the assessment period.
Question 6: What, if any, alternatives
to a total consolidated assets measure
should the Board consider for
apportioning the assessment basis
among assessed companies and why?

2. Assessment Formula

The proposal would apportion the
assessment basis among assessed
companies by means of an assessment
formula that uses the total assessable
asset size of each assessed company. For
each assessment period, the assessment
formula applied to the assessed
companies is proposed to be:

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

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

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

Total Assessable Assets of All Assessed Companies

23 The Board’s costs with respect to supervising
state member banks and branches and agencies of
foreign banking organizations are excluded from the
assessment basis because such costs are not
attributable to the Board’s role as consolidated
supervisor of the parent company. However, as
such assets and the assets of the company’s other
depository institutions, nonbank subsidiaries, and
other similar entities contribute to the costs
incurred by the Board as the consolidated
supervisor, such assets are therefore included in
total assessable assets.

24 These activities include (i) the Shared National

Credit (SNC) 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, analysis, and development of supervisory

and regulatory policies, procedures, and products of

the Board; and (iv) collecting, receiving, and
processing regulatory reports received from
institutions supervised and regulated by the Board.

25 As explained further in section B.2, the Board
would also use the 2012 assessment rate to
calculate each assessed company’s assessment in
2013 and 2014.

26 See, e.g., “‘Capital Plans,” final rule published
in the Federal Register 76 FR 231 (Dec. 1, 2011),
“Credit Risk Retention,” proposal published in the
Federal Register 76 FR 83 (April 29, 2011), and
“Enhanced Prudential Standards and Early
Remediation Requirements for Covered
Companies,” proposal published in the Federal
Register 77 FR 594 (January 5, 2012).
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The assessment rate would be
determined by dividing the assessment
basis (minus the base amount that
covers 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 multiplies
an assessed company'’s total assessable
assets by the resulting assessment rate.
Thus, a company with higher total
assessable assets would be charged a
higher assessment than a company with
lower total assessable assets, which
generally reflects the greater supervisory
and regulatory attention and associated
workloads and expenses associated with
larger companies. The assessment
represents a cost to the assessed
companies. This cost, however, as
mandated by section 318 of the Dodd-
Frank Act, is for the purpose of
collecting the estimated expenses of
supervising and regulating assessed
companies.

Over the first three years of the
program, the assessment rate would be
fixed. After the Board determines the
assessment rate for 2012, it would use
that assessment rate for calculating the
assessment for the following two
assessment periods, ending with the
assessments for 2014. Thereafter, for
each assessment period, the Board
would calculate an assessment rate by
averaging the Board’s relevant expenses
for the past three years. Keeping the
same assessment rate for the first three
years and the subsequent three-year
average would reduce year-to-year
fluctuations in assessments.

Assessment Calculation Example

For purposes of illustration, using the
methodologies set forth in this proposal
and based on information as of the date
of this notice of proposed rulemaking,
the Board estimates that for 2012 there
would be approximately 70 assessed
companies with aggregate total
assessable assets of about $20 trillion
and that the assessment basis would be
about $440 million. Using these figures,
a company with total assessable assets
of $50 billion 27 would be required to
pay an assessment of approximately $1
million and a company with total
assessable assets of $1 trillion would be
required to pay an assessment of
approximately $22 million.

Question 7: What alternatives should
the Board consider for differentiating
assessments among assessed companies

27 Total assessable assets could be less than $50
billion for foreign companies with total
consolidated worldwide assets of $50 billion or
more, but total combined U.S. assets of less than
$50 billion.

(for example, a tiered fee structure), and
why?

Question 8: What alternative
approaches to the three-year average
should the Board consider for reducing
volatility in assessments for assessed
companies, and why?

Question 9: Does the Board’s proposal
to use the same assessment rate for the
first three years permit adequate
preparation for assessed companies,
and if not, what should the Board
consider in initiating its assessments
system?

C. Collection Procedures

1. Notice of Assessment and Appeal
Procedure

Under the proposal, the Board would
send a notice of assessment to each
assessed company no later than July 15
of the year following the assessment
period stating that the Board had
determined the company to be an
assessed company for the prior calendar
year, stating the amount of the
company’s total assessable assets and
the amount the assessed company must
pay by September 30. The Board would
also, no later than July 15, publish on
its Web site the assessment formula for
that assessment period. For the 2012
assessment period, the notice of
assessment and the date on which the
assessment is due may be adjusted
depending on the date of the issuance
of the final regulation.

Companies identified as assessed
companies would have 30 calendar days
from July 15 to appeal the Board’s
determination of the company as an
assessed company or the Board’s
determination of the company’s total
assessable assets. Under the proposal,
companies choosing to appeal must
submit a request for redetermination in
writing and include all the pertinent
facts the company believes would be
relevant for the Board to consider.
Grounds for appeal would be limited to
(i) whether the assessed company was
not properly considered an assessed
company (i.e., it is not a bank holding
company, savings and loan holding
company, or nonbank financial
company designated by the Council 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
Board would consider the company’s
request and respond within 15 calendar
days from the end of the appeal period
with the results of its review of any
properly filed appeal. A successful
appeal would not change the assessment
for any other company.

2. Collection of Assessments

Under the proposal, each assessed
company would pay its assessments
using the Fedwire Funds Service
(Fedwire) to the Federal Reserve Bank of
Richmond. The assessments will then
be transferred to the U.S. Treasury’s
General Account. Assessments must be
credited to the Board by September 30
of the year following the assessment
period.28 In the event that the Board
does 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 be considered
delinquent and the Board would charge
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, is paid.

Question 10: What alternative
approaches or additional factors should
the Board consider for the billing and
collection of assessments and why?

Revisions to the FR Y-7QQ

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,29
while Part 2 requires capital and asset
information for lower-tier foreign
banking organizations 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.30 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 or
Part 2 collects capital and asset
information with respect to only the

28 As stated above, this date may be adjusted for
the 2012 assessment period to accommodate the
final rulemaking.

29 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.

30Reported 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.
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foreign banking organization’s U.S.
operations.

For the purpose of determining a
foreign assessed company’s total
assessable assets, the Board believes 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 on a standalone basis
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
standalone 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,
the Board is proposing 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,3?
net of intercompany balances and
transactions between U.S. domiciled
affiliates, branches and agencies.32 The
instructions for the amended FR Y-7QQ
will closely parallel, to all practicable
extents, the instructions for the FR Y-
9C for consolidating assets of U.S.
operations, including for accounting for
less-than-majority-owned affiliates.

In addition, the Board is proposing 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 is
proposing to revise the FR Y-7QQ

31For purposes of the amended FR Y-7Q, total
combined assets would 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)).

32For purposes of FR Y-7Q reporting, U.S.-
domiciled affiliates would be defined as
subsidiaries, associated companies, and entities
treated as associated companies (e.g., corporate
joint ventures) as defined in the FR Y-9C.

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 of all four
quarters 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 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.

Question 11: What changes, if any,
should be made to the proposal to
ensure consistency and accuracy of
determining foreign bank holding
company assets in a manner that is
most comparable to U.S.-domiciled
bank holding companies?

Question 12: The Board requests
comment on all aspects of the proposed
rule. Specifically, what aspects of the
proposed rule present implementation
challenges and why? What, if any,
alternative approaches should the
Board consider? Responses should be
detailed as to the nature and impact of
these challenges and should address
whether the Board should consider
implementing additional transitional
arrangements in the rule to address
these challenges.

III. 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 invites comment on how to make
the proposed rule easier to understand.
For example:

o Is the material organized to suit your

needs? If not, how could the Board present
the rule more clearly?

o Are the requirements in the rule clearly
stated? If not, how could the rule be more
clearly stated?

e Do the regulations contain technical
language or jargon that is not clear? If so,
which language requires clarification?

e Would a different format (grouping and
order of sections, use of headings,
paragraphing) make the regulation easier to
understand? If so, what changes would
achieve that?

o Is this section format adequate? If not,
which of the sections should be changed and
how?

e What other changes can the agencies
incorporate to make the regulation easier to
understand?

B. Paperwork Reduction Act Analysis

In accordance with the Paperwork
Reduction Act of 1995 (PRA) (44 U.S.C.
3506; 5 CFR 1320 Appendix A.1), the
Board reviewed the proposed 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 proposed rule contains
requirements subject to the PRA. The
reporting requirements are found in
sections 246.3(e)(3) and 246.5(b).

1. 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.
Section 318 describes these companies
as (1) a bank holding company (BHC)
(other than a foreign bank holding
company) with total consolidated assets
of $50 billion or more determined based
on the average of the BHC’s total
consolidated assets reported during the
assessment period on its Schedule HC—
Consolidated Balance Sheet of the
BHC’s Consolidated Financial
Statements for Bank Holding Companies
(FR Y-9C) (OMB No. 7100-0128) forms;
(2) a savings and loan holding company
(SLHC) (other than a foreign savings and
loan holding company) with total
consolidated assets of $50 billion or
more, (3) a foreign company that is a
BHC or SLHC 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) and (4) a
nonbank financial company designated
for supervision by the Board under
section 113 of the Dodd-Frank Act. In
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order to improve parity among all
assessed companies with respect to the
determination of total assessable assets,
the Board proposes to 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 proposes to 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.33 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. The Board estimates that it would
take, on average, 15 minutes per
submission to report the new data item.
The total annual reporting burden
associated with the revisions to the FR
Y-7Q is estimated to be 393 hours.

2. Reporting Requirements in 246.5(b)

Under section 246.5(b) upon the
Federal Reserve issuing the notice of
assessment to each assessed company,
the company would have 30 calendar
days to submit a written statement to
appeal the Board’s determination of the
company as (i) a BHC, SLHC, foreign
bank holding company, or nonbank
financial company supervised by the
Board; (ii) the Board’s determination of
the company’s total consolidated assets,
or (iii) the Board’s determination of the
company’s total assessable assets, as set
forth in 246.4(e) of this rule. 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
request for appeal annually. The Board

33 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.

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.

Comments are invited on: (1) Whether
the proposed collection of information
is necessary for the proper performance
of the Board’s functions, including
whether the information has practical
utility; (2) the accuracy of the Board’s
estimate of the burden of the proposed
information collection, including the
cost of compliance; (3) ways to enhance
the quality, utility, and clarity of the
information to be collected; and (4)
ways to minimize the burden of
information collection on respondents,
including through the use of automated
collection techniques or other forms of
information technology. Comments on
the collection of information should be
sent to Cynthia Ayouch, Federal Reserve
Board Clearance Officer, Division of
Research and Statistics, Mail Stop 95-A,
Board of Governors of the Federal
Reserve System, Washington, DC 20551.
Copies of such comments may also be
submitted to the Office of Management
and Budget, 725 17th St. NW., #10235
(Docket FRB Docket No. R-1457),
Washington, DC 20503, Attn: Federal
Reserve Desk Officer.

C. Regulatory Flexibility Act

In accordance with Section 3(a) of the
Regulatory Flexibility Act, 5 U.S.C. 601
et seq. (“RFA”), the Board is publishing
an initial regulatory flexibility analysis
for the proposed rule. The RFA requires
an agency to provide an initial
regulatory flexibility analysis with the
proposed rule or to certify that the
proposed 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 proposed rule would not have
a significant economic impact on a
substantial number of small entities. A
final regulatory flexibility analysis will
be conducted after consideration of
comments received during the public
comment period if the Board determines
that the rule will have a significant
economic impact on a substantial
number of small entities.

1. Statement of the objectives of the
proposal. As required by section 318 of
the Dodd-Frank Act, the Board is
proposing a rule to assess bank holding
companies and savings and loan
holding companies 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.

2. Small entities affected by the
proposal. Under regulations issued by
the Small Business Administration, a
banking entity is considered ‘“‘small” if
it has $175 million or less in assets for
banks and other depository institutions;
and $7 million or less in revenues for
nonbank mortgage lenders.34 The
proposed rule, by definition, will affect
bank holding companies and savings
and loan holding companies with assets
of equal to or greater than $50 billion.
The proposed 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
be considered “small” by the Small
Business Administration. The Board
invites comment on the effect of the
proposed rule on small entities.

3. Recordkeeping, reporting, and
compliance requirements. The Board’s
proposed rule is unlikely to impose any
new recordkeeping, reporting, or
compliance requirements. As stated
above, a small banking entity is unlikely
to be affected by the proposed rule. The
Board seeks information and comment
on any changes in recordkeeping,
reporting, and compliance requirements
arising from the application of the
proposed rule to small entities.

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

5. Significant alternatives to the
proposed revisions. The Board believes
that no alternatives to the proposed rule
are available for consideration. The
Board nevertheless welcomes comments
on any significant alternatives,
consistent with the requirements of the
Dodd-Frank Act that would minimize
the impact of the proposed rule on small
entities.

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 proposes to amend
12 CFR chapter II as follows:

m 1. Add new Part 246 to read as
follows:

3413 CFR 121.201.
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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 Appe

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)).

Part A—In General

§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
subsection (b) 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.

§246.2 Definitions.

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

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

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

(d) Foreign bank holding company
means a foreign bank or company that
is a bank holding company.

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

(f) 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).

(g) 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.

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

(i) Savings association means a
savings association, as defined in 12
U.S.C. § 1813 of this title.

§246.3 Assessed Companies

(a) Assessed companies. An assessed
company is any company that:

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

(i) 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”),

(ii) 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 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 column B of the
Quarterly Savings and Loan Holding
Company Report (FR 2320), as
applicable,

(2) 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-7QQ”),

(3) 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, or

(4) the Council has determined under
section 113 of the Dodd-Frank Act (12
U.S.C. §5323) to be supervised by the
Board and for which such determination
is in effect as of December 31 of the
assessment period.

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

§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) Assessment formula. The
assessment will be calculated according
to the Assessment Formula, as follows:

Column A Column B Column C Column D
Base amount + (Total assessable assets X Assessment rate) = Assessment
$50,000 + ($B X C) = $D

The assessed company’s assessment
would be comprised of the base amount,
plus the amount of the assessed
company’s total assessable assets in

Column B times the assessment rate in
Column C.

(c) Assessment rate. Assessment rate
means, with regard to a given

assessment period, the rate published by

the Board for the calculation of
assessments for that period.

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

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

Total Assessable Assets of All Assessed Companies

(2) For the calculation set forth in (1),
above, 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 assessable assets of the
2012 assessment period to calculate the
assessment rate.

(d) Assessment basis. Assessment
basis means:

(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.

(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.

(e) Total assessable assets. Total
assessable assets are calculated in
accordance with this section as follows:

(1) Bank holding companies. For any
bank holding company, other than a
foreign bank holding company, total
assessable assets will be determined by
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 for any foreign
savings and loan holding company, with
the exception of the 2012 and 2013
assessment periods, this amount will be
the average of the foreign bank holding
company’s or savings and loan holding
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 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
assessment periods, for any foreign bank
holding company, total assessable assets
will be the average of the sum of the
respective line items reported quarterly,
plus any line items reported annually
for the assessment period on an
applicable regulatory reporting form for
the assessment period for all majority-
owned U.S.-domiciled affiliates,
branches and agencies of the foreign
bank holding company, as set forth in
this section:

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

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

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

(B) Related branches and agencies in
the United States (line items 1.i, column
A, on Schedule RAL of Report of Assets
and Liabilities of U.S. Branches and
Agencies of Foreign Banks (FFIEC 002)
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 FFIEC 002,
provided however that due from head
office of parent bank (line item 2.a,
column A, part 1 on Schedule M of
FFIEC 002) would be included net of
due to head office of parent bank (line
item 2.a, column B, part 1 on Schedule
M of FFIEC 002) when there is a net due
from position reported for line item 2.a.,
while 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 of FFIEC 002.

(C) U.S.-domiciled nonbank
subsidiaries:

(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); less balances
due from related institutions located in
the United States, gross (line item 4.a),
as reported on Schedule BS-M—
Memoranda.

(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) For Edge Act and agreement
corporations that are not reflected in the
assets of a U.S.-domiciled parent’s
regulatory reporting form submission,
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) For banks and savings associations
that are not reflected in the assets of a
U.S.-domiciled parent’s regulatory
reporting form submission, 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.

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

(4) 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 determined by
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.

(5) Nonbank financial companies
supervised by the Board. For a nonbank
financial company supervised by the
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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
July 15 of each calendar year following
the assessment period.

(b) Appeal Period.

(1) Each assessed company will have
thirty calendar days from July 15 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.

§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 30 of the calendar year
following the 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
State 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, April 12, 2013.
Robert deV. Frierson,

Secretary of the Board.
[FR Doc. 2013—09061 Filed 4-17-13; 8:45 am]
BILLING CODE P

BUREAU OF CONSUMER FINANCIAL
PROTECTION

12 CFR Part 1026

[Docket No. CFPB-2013-0009]

RIN 3170-AA37

Amendments to the 2013 Escrows

Final Rule Under the Truth in Lending
Act (Regulation Z)

AGENCY: Bureau of Consumer Financial
Protection.

ACTION: Proposed rule with request for
public comment.

SUMMARY: This rule proposes clarifying
and technical amendments to a final
rule issued by the Bureau of Consumer
Financial Protection (Bureau) on
January 10, 2013, which, among other
things, lengthens the time for which a
mandatory escrow account established
for a higher-priced mortgage loan
(HPML) must be maintained. The rule
also established an exemption from the
escrow requirement for certain creditors
that operate predominantly in “rural” or
“underserved” areas. The amendments
clarify the determination method for the
“rural” and “underserved” designations
and keep in place certain existing
protections for HPMLs until other
similar provisions take effect in January
2014.

DATES: Comments must be received on
or before May 3, 2013.

ADDRESSES: You may submit comments,
identified by Docket No. CFPB-2013—
0009 or RIN 3170-AA37, by any of the
following methods:

e Electronic: http://
www.regulations.gov. Follow the
instructions for submitting comments.

e Mail/Hand Delivery/Courier:
Monica Jackson, Office of the Executive
Secretary, Consumer Financial
Protection Bureau, 1700 G Street NW.,
Washington, DC 20552.

Instructions: All submissions should
include the agency name and docket

number or Regulatory Information
Number (RIN) for this rulemaking.
Because paper mail in the Washington,
DC area and at the Bureau is subject to
delay, commenters are encouraged to
submit comments electronically. In
general, all comments received will be
posted without change to http://
www.regulations.gov. In addition,
comments will be available for public
inspection and copying at 1700 G Street
NW., Washington, DC 20552, on official
business days between the hours of 10
a.m. and 5 p.m. Eastern Time. You can
make an appointment to inspect the
documents by telephoning (202) 435—
7275.

All comments, including attachments
and other supporting materials, will
become part of the public record and
subject to public disclosure. Sensitive
personal information, such as account
numbers or social security numbers,
should not be included. Comments will
not be edited to remove any identifying
or contact information.

FOR FURTHER INFORMATION CONTACT:
Whitney Patross, Attorney; Joseph
Devlin and Richard Arculin, Counsels;
Office of Regulations, at (202) 435-7700.
SUPPLEMENTARY INFORMATION:

I. Summary of Proposed Rule

In January 2013, the Bureau issued
several final rules concerning mortgage
markets in the United States pursuant to
the Dodd-Frank Wall Street Reform and
Consumer Protection Act (Dodd-Frank
Act) Public Law 111-203, 124 Stat. 1376
(2010) (2013 Title XIV Final Rules). One
of these rules was Escrow Requirements
Under the Truth in Lending Act
(Regulation Z) (2013 Escrows Final
Rule),! issued on January 10.2 The rule
expanded on an existing Regulation Z
requirement that creditors maintain
escrow accounts for higher-priced
mortgage loans and created an
exemption for certain loans made by

178 FR 4726 (Jan. 22, 2013).

2The other rules include: Ability-to-Repay and
Qualified Mortgage Standards under the Truth in
Lending Act (Regulation Z) (2013 ATR Final Rule),
78 FR 6407; High-Cost Mortgages and
Homeownership Counseling Amendments to the
Truth in Lending Act (Regulation Z) and
Homeownership Counseling Amendments to the
Real Estate Settlement Procedures Act (Regulation
X) (2013 HOEPA Final Rule), 78 FR 6855;
Disclosure and Delivery Requirements for Copies of
Appraisals and Other Written Valuations under the
Equal Credit Opportunity Act (Regulation B), 78 FR
7215; Mortgage Servicing Rules Under the Real
Estate Settlement Procedures Act (Regulation X), 78
FR 10695; Mortgage Servicing Rules Under the
Truth in Lending Act (Regulation Z), 78 FR 10901;
Appraisals for Higher-Priced Mortgage Loans
(issued jointly with other agencies) (2013
Interagency Appraisals Final Rule), 78 FR 10367;
Loan Originator Compensation Requirements under
the Truth in Lending Act (Regulation Z), 78 FR
11279.
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certain creditors that operate
predominantly in “rural” or
“underserved” areas. Three other of the
2013 Title XIV Final Rules also contain
provisions affecting certain loans made
in “rural” or “underserved” areas.

The Bureau is now proposing certain
clarifying and technical amendments to
the 2013 Escrows Final Rule, including
clarification of how to determine
whether a county is considered ‘“‘rural”
or “underserved” for the application of
the escrows requirement and the other
Dodd-Frank Act regulations.?
Specifically, the Bureau is proposing
changes to clarify how a county’s
“rural” and ‘“underserved” status may
be determined based on currently
applicable Urban Influence Codes
(UICs) established by the United States
Department of Agriculture, Economic
Research Service (USDA-ERS) (for
“rural”) or based on Home Mortgage
Disclosure Act (HMDA) data (for
“underserved”) and to provide
illustrations of the rule to facilitate
compliance.

In addition, the proposal would
restore certain existing Regulation Z
requirements related to the consumer’s
ability to repay and prepayment
penalties for HPMLs. The scope of these
protections is being expanded in
connection with the 2013 Title XIV
Final Rules to apply to most mortgage
transactions, rather than just HPMLs.
For this reason, the 2013 Escrows Final
Rule removed the regulatory text
providing these protections solely to
HPMLs. That final rule, however, takes
effect on June 1, 2013, whereas the new
ability-to-repay and prepayment penalty
provisions do not take effect until
January 10, 2014. To prevent any
interruption in applicable protections,
this proposal would establish a
temporary provision to ensure the
protections remain in place for HPMLs
until the expanded provisions take
effect in January 2014.

In addition, the Bureau is making
some technical corrections to enhance
clarity.

3 The specific provisions that rely on the “rural”
and “underserved’’ definitions are as follows: (1)
The §1026.35(b)(2)(iii) exemption to the 2013
Escrows Final Rule’s escrow requirement for
higher-priced mortgage loans; (2) the § 1026.43(f)
allowance for balloon-payment qualified mortgages;
(3) the § 1026.32(d)(1)(ii)(C) exemption from the
balloon payment prohibition on high-cost
mortgages; and (4) the § 1026.35(c)(4)(vii)(H)
exemption from the § 1026.35(c)(4)(i) HPML second
appraisal requirement for credit transactions made
by creditors located in a rural county.

II. Background

A. Title XIV Rulemakings Under the
Dodd-Frank Act and the 2013 Escrows
Final Rule

In response to an unprecedented cycle
of expansion and contraction in the
mortgage market that sparked the most
severe U.S. recession since the Great
Depression, Congress passed the Dodd-
Frank Act, which was signed into law
on July 21, 2010. In the Dodd-Frank Act,
Congress established the Bureau and,
under sections 1061 and 1100A,
generally consolidated the rulemaking
authority for Federal consumer financial
laws, including the Truth in Lending
Act (TILA), in the Bureau.* At the same
time, Congress significantly amended
the statutory requirements governing
mortgages with the intent to restrict the
practices that contributed to and
exacerbated the crisis. In January 2013,
the Bureau issued the 2013 Title XIV
Final Rules. The 2013 Escrows Final
Rule,? issued on January 10, was one of
these rules. Among the 2013 Title XIV
Final Rules in January were the 2013
ATR Final Rule, 2013 HOEPA Final
Rule, and 2013 Interagency Appraisals
Final Rule.

B. Implementation Plan for New
Mortgage Rules

On February 13, 2013, the Bureau
announced an initiative to support
implementation of the new mortgage
rules (Implementation Plan),® under
which the Bureau would work with the
mortgage industry to ensure that the
2013 Title XIV Final Rules can be
implemented accurately and
expeditiously. The Implementation Plan
included: (1) Coordination with other
agencies; (2) publication of plain-
language guides to the new rules; (3)
publication of additional interpretive
guidance and other updates regarding
the new rules as needed; (4) publication
of readiness guides for the new rules;
and (5) education of consumers on the
new rules.

This proposed rule is the first
publication of additional guidance and
updates regarding the 2013 Title XIV

4Sections 1011 and 1021 of the Dodd-Frank Act,
in title X, the “Consumer Financial Protection Act,”
Public Law 111-203, secs. 1001-1100H, codified at
12 U.S.C. 5491, 5511. The Consumer Financial
Protection Act is substantially codified at 12 U.S.C.
5481-5603. Section 1029 of the Dodd-Frank Act
excludes from this transfer of authority, subject to
certain exceptions, any rulemaking authority over a
motor vehicle dealer that is predominantly engaged
in the sale and servicing of motor vehicles, the
leasing and servicing of motor vehicles, or both. 12
U.S.C. 5519.

578 FR 4726 (Jan. 22, 2013).

6 Consumer Financial Protection Bureau Lays Out
Implementation Plan for New Mortgage Rules. Press
Release. Feb. 13, 2013.

Final Rules. Priority for this first set of
updates has been given to the 2013
Escrows Final Rule because the effective
date is June 1, 2013, and certainty
regarding compliance is a matter of
some urgency. Another update to
certain of the 2013 Title XIV Final Rules
will be proposed shortly, which will
affect provisions that take effect in
January 2014, and others will be issued
as needed.

III. Legal Authority

The Bureau is issuing this proposed
rule pursuant to its authority under
TILA and the Dodd-Frank Act. Section
1061 of the Dodd-Frank Act transferred
to the Bureau the “consumer financial
protection functions” previously vested
in certain other Federal agencies,
including the Federal Reserve Board
(Board) and the Department of Housing
and Urban Development (HUD). The
term ‘“‘consumer financial protection
function” is defined to include “all
authority to prescribe rules or issue
orders or guidelines pursuant to any
Federal consumer financial law,
including performing appropriate
functions to promulgate and review
such rules, orders, and guidelines.” 7
TILA, title X of the Dodd-Frank Act, and
certain subtitles and provisions of title
XIV of the Dodd-Frank Act are Federal
consumer financial laws.8 Accordingly,
the Bureau has authority to issue
regulations pursuant to TILA, title X,
and the enumerated subtitles and
provisions of title XIV.

The Bureau is proposing to amend the
2013 Escrows Final Rule.® This
proposed rule relies on the broad
rulemaking authority specifically
granted to the Bureau by TILA section
105(a) and title X of the Dodd-Frank
Act, as well as the exemption authority
in TILA section 129D(c). Additionally,
the proposed rule relies on the
rulemaking authority used in
connection with the 2013 HOEPA Final
Rule, 0 including RESPA section 19(a)
and TILA section 129(p).

712 U.S.C. 5581(a)(1).

8 Dodd-Frank Act section 1002(14), 12 U.S.C.
5481(14) (defining “Federal consumer financial
law” to include the “enumerated consumer laws”
and the provisions of title X of the Dodd-Frank Act);
Dodd-Frank Act section 1002(12), 12 U.S.C.
5481(12) (defining “enumerated consumer laws” to
include TILA), Dodd-Frank section 1400(b), 15
U.S.C. 1601 note (defining “‘enumerated consumer
laws” to certain subtitles and provisions of title
XI1V).

978 FR 4726 (January 22, 2013).

1078 FR 6856 (January 31, 2013).
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IV. Section-by-Section Analysis

Section 1026.35 Requirements for
Higher-Priced Mortgage Loans

35(b) Escrow Accounts
35(b)(1)

The Bureau is making a technical
correction to 1026.35(b)(1) to update a
citation.

35(b)(2) Exemptions
“Rural” or “Underserved” Designation

Four of the Bureau’s January 2013
mortgage rules included provisions that
provide for special treatment under
various Regulation Z requirements for
certain credit transactions made by
creditors operating predominantly in
“rural” or “underserved” areas: (1)
§1026.35(b)(2)(iii) provides an
exemption to the 2013 Escrows Final
Rule’s escrow requirement for HPMLs;
(2) §1026.43(f) provides an allowance to
originate balloon-payment qualified
mortgages under the 2013 ATR Final
Rule; (3) § 1026.32(d)(1)(ii)(C) provides
an exemption from the balloon payment
prohibition on high-cost mortgages
under the 2013 HOEPA Final Rule; and
(4) §1026.35(c)(4)(vii)(H) provides an
exemption from a requirement to obtain
a second appraisal for certain HPMLs
under the 2013 Interagency Appraisals
Final Rule. These provisions rely on the
criteria for “rural” and/or
“underserved” counties set forth in
§1026.35(b)(2)(iv)(A) and (B),
respectively, of the 2013 Escrows Final
Rule, which takes effect on June 1, 2013.

Two special provisions for creditors
operating predominantly in “rural” or
“underserved” areas were set forth in
the Dodd-Frank Act amendments to
TILA, but the terms were not defined by
statute. TILA section 129D, as added
and amended by Dodd-Frank Act
sections 1461 and 1462 and
implemented by § 1026.35(b), generally
requires that creditors establish escrow
accounts for HPMLs secured by a first
lien on a consumer’s principal dwelling,
but the statute also authorizes the
Bureau to exempt from this requirement
transactions by a creditor that, among
other criteria, “operates predominantly
in rural or underserved areas.” TILA
section 129D(c)(1). Similarly, the
ability-to-repay provisions in Dodd-
Frank Act section 1412 contain a set of
criteria with regard to certain balloon-
payment mortgages originated and held
in portfolio by certain creditors that
operate predominantly in rural or
underserved areas, allowing those loans
to be considered qualified mortgages.
See TILA section 129C(b)(2)(E), 15
U.S.C. 1639¢(b)(2)(E). In the 2013
Escrows and ATR Final Rules, the

Bureau implemented the HPML escrows
requirement and the section 1412
balloon-payment qualified mortgage
provision through §§ 1026.35(b)(2)(iii)
and 1026.43(f), respectively. In addition,
the Bureau adopted an exemption to the
general prohibition of balloon payments
for high-cost mortgages when those
mortgages meet the criteria for balloon-
payment qualified mortgages set forth in
§1026.43(f), as part of the 2013 HOEPA
Final Rule, in § 1026.32(d)(1)(ii)(C).
Finally, the Bureau and other Federal
agencies adopted § 1026.35(c)(4)(vii)(H),
which provides an exemption from a
requirement to obtain a second
appraisal for certain HPMLs under the
2013 Interagency Appraisals Final Rule
for credit transactions made by creditors
in rural counties.

Through the 2013 Escrows Final Rule,
the Bureau adopted
§1026.35(b)(2)(iv)(A) and (B) to define
“rural” and “underserved” respectively
for the purposes of the four rules
discussed above that contain special
provisions that use one or both of those
terms. The 2013 Escrows Final Rule also
provided comment 35(b)(2)(iv)-1 to
clarify further the criteria for “rural”
and “underserved” counties, and
provided that the Bureau will annually
update on its public Web site a list of
counties that meet the definitions of
rural and underserved in
§1026.35(b)(2)(iv). In advance of the
rule’s June 1 effective date, the Bureau
is proposing to amend
§1026.35(b)(2)(iv) and comment
35(b)(2)(iv)-1 to clarify how to
determine whether a county is rural or
underserved for the purposes of these
provisions.

35(b)(2)(iii)

The Bureau is proposing
modifications to § 1026.35(b)(2)(iii) and
comment 35(b)(2)(iii)-1.i for
clarification purposes and for
consistency with other provisions. As
adopted, § 1026.35(b)(2)(iii) and its
commentary state that the Bureau will
designate or determine which counties
are rural or underserved for the
purposes of the special provisions of the
four rules discussed above. This was not
the Bureau’s intent. Rather, the Bureau
intended to require determinations of
“rural” or “‘underserved” status to be
made by creditors as prescribed by
§1026.35(b)(2)(iv)(A) and (B), but also
intended for the Bureau to apply both
tests to each U.S. county and publish an
annual list of counties that satisfy either
test for a given calendar year, which
creditors may rely upon as a safe harbor.
The Bureau is proposing modifications
to §1026.35(b)(2)(iii)(A) and comment
35(b)(2)(iii)-1.i for the purposes of

clarification and consistency with these
provisions.

35(b)(2)(iv)(A)
“Rural”

As adopted, § 1026.35(b)(2)(iv)(A)
defines “‘rural” based on currently
applicable UICs established by the
USDA-ERS. The UICs are based on the
definitions of “metropolitan statistical
area’” and “micropolitan statistical area”
as developed by the Office of
Management and Budget (OMB), along
with other factors reviewed by the ERS
that place counties into twelve
separately defined UICs depending, in
part, on the size of the largest city and
town in the county. Based on these
definitions, §1026.35(b)(2)(iv)(A) as
adopted states that a county is “rural”
during a calendar year if it is neither in
a metropolitan statistical area nor in a
micropolitan statistical area that is
adjacent to a metropolitan statistical
area, as those terms are defined by OMB
and applied under currently applicable
UICs.

As adopted, comment 35(b)(2)(iv)-1.i
explains that, for the purposes of the
provision, the terms “metropolitan
statistical areas” and “micropolitan
statistical areas adjacent to a
metropolitan statistical area” are given
the same meanings used by USDA-ERS
for the purposes of determining UICs.
The USDA-ERS considers micropolitan
counties as “‘adjacent” to a metropolitan
statistical area for this purpose if they
abut a metropolitan statistical area and
have at least 2% of employed persons
commuting to work in the core of the
metropolitan statistical area.1? It is thus
implicit in this comment that
“adjacent” is given the same meaning
used by the USDA-ERS for the purposes
of § 1026.35(b)(2)(iv)(A).

Nevertheless, the Bureau believes
additional commentary that explains the
meaning of “adjacent” more directly
would be useful to facilitate compliance
with §1026.35(b)(2)(iv) and the
provisions that rely on it. Accordingly,
the Bureau is proposing to amend
comment 35(b)(2)(iv)-1.i. to state
expressly that “adjacent” entails
physical contiguity with a metropolitan
statistical area where certain minimum
commuting standards are also met, as
defined by the USDA-ERS. The Bureau
believes this is consistent with USDA—
ERS’s use of “adjacent” and better
explains the rule for compliance
purposes.

Similarly, the Bureau is proposing
language to specify under
§1026.35(b)(2)(iv)(A) how “‘rural” status

11 See http://www.ers.usda.gov/data-products/
urban-influence-codes/documentation.aspx.
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should be determined for a county that
does not have a currently applicable
UIC because it was created after the
USDA-ERS last categorized counties by
UIC. Because the USDA-ERS only
updates UICs decennially based on the
most recent census, it is possible that
new counties may be created that will
not have a designated UIC until after the
next census. In such instances,
clarification is needed to explain how
“rural” status would be determined.
The Bureau is proposing to amend
comment 35(b)(2)(iv)—1.i to address this
issue and explain that any such county
is considered ‘“‘rural” for the purposes of
§1026.35(b)(2)(iv) only if all counties
from which the new county’s land was
taken are themselves rural under the
rule.

The Bureau is also proposing
comment 35(b)(2)(iv)-2.i to provide an
example of how “rural” status is
determined. In addition, the Bureau is
making small technical changes to the
rule provision and commentary to
enhance clarity.

35(b)(2)(iv)(B)
“Underserved”

Section 1026.35(b)(2)(iii)(A) creates
an exemption from the HPML escrow
requirement for transactions by
creditors operating in rural or
underserved counties, if they meet
certain criteria involving the loans they
originated during the preceding
calendar year. Thus, the availability of
the rural or underserved exemption
always follows a year after the
origination activity that makes a creditor
eligible for the exemption.

As adopted by the 2013 Escrows Final
Rule, §1026.35(b)(2)(iv)(B) states that a
county is “underserved” during a
calendar year if, “according to Home
Mortgage Disclosure Act (HMDA) data
for that year,” no more than two
creditors extended covered transactions,
as defined in § 1026.43(b)(1), secured by
a first lien, five or more times in the
county. However, HMDA data typically
are released for a given calendar year
during the third or fourth quarter of
each subsequent calendar year. It is thus
not generally possible for creditors to
make determinations concerning
whether a county was underserved
during the preceding calendar year
based on that preceding year’s HMDA
data, because such data likely will not
be available until late in the following
year. In wording § 1026.35(b)(2)(iv)(B)
as it did, the Bureau did not intend to
require the use of HMDA data that is not
yet available at the time the
determination of a county’s
“underserved” status is made; the

Bureau’s intent was to provide for the
use of the most recent HMDA data
available at the time of the
determination.

The Bureau therefore is proposing to
amend § 1026.35(b)(2)(iv)(B) to clarify
that a county is considered
“underserved” during a given calendar
year based on HMDA data for ‘‘the
preceding calendar year” as opposed to
“that calendar year.”” This look-back
feature coordinates with the look-back
feature in the exemption itself at
§1026.35(b)(2)(iii)(A), so that a creditor
would rely on the underserved status of
a county based on HMDA data from two
years previous to the use of the
exemption, which are the most recent
data available for use as the Bureau
intended. The Bureau is also proposing
to amend comment 35(b)(2)(iv)-1.ii to
conform to this change, and to add
proposed comment 35(b)(2)(iv)-2.ii to
provide an example.

1026.35(e) Repayment Ability,
Prepayment Penalties

The Bureau is proposing language in
§1026.35(e) to keep in place existing
requirements contained in § 1026.35(b)
concerning assessment of consumers’
ability to repay an HPML and
limitations on prepayment penalties for
HPMLs. These provisions were
originally adopted by the Board in
2008,12 and will be supplanted by the
Bureau’s new rules implementing
similar Dodd-Frank requirements in
§1026.43 on January 10, 2014.

The 2013 Escrows Final Rule
inadvertently removed the existing
language of § 1026.35(b) between June 1,
2013 and the January 10, 2014, effective
date for the ability-to-repay and
prepayment penalty provisions in
§1026.43. This proposed rule would
restore this language at § 1026.35(e) and
keep it in effect during that intervening
period. The Bureau is also proposing to
update existing cross-references to the
§1026.35(b) HPML provisions.

V. Effective Date

The Bureau contemplates making the
proposed § 1026.35(e) effective from
June 1, 2013, through and including
January 9, 2014, and making the other
proposed amendments effective on June
1, 2013. Section 553(d) of the
Administrative Procedure Act generally
requires the effective date of a final rule
to be at least 30 days after publication
of a rule, except for (1) a substantive
rule which grants or recognizes an
exemption or relieves a restriction; (2)
interpretive rules and statements of
policy; or (3) as otherwise provided by

1273 FR 44522 (July 30, 2008).

the agency for good cause found and
published with the rule. 5 U.S.C. 553(d).
The Bureau believes the proposed
amendments would likely fall under
one or more of these exceptions to
section 553(d). The Bureau particularly
notes that making the proposed
amendments effective on June 1, 2013,
would ease compliance and reduce
disruption in the market, and ensure
that the protections of the rule are
uninterrupted.

VI. Section 1022(b)(2) of the Dodd-
Frank Act

A. Overview

The Bureau is considering the
potential benefits, costs, and impacts of
the proposed rule.13 The Bureau
requests comment on the preliminary
analysis presented below as well as
submissions of additional data that
could inform the Bureau’s analysis of
the benefits, costs, and impacts of the
proposed rule. The Bureau has
consulted, or offered to consult with,
the prudential regulators, SEC, HUD,
FHFA, the Federal Trade Commission,
and the Department of the Treasury,
including regarding consistency with
any prudential, market, or systemic
objectives administered by such
agencies.

The proposal would clarify how to
determine whether a county is
considered “rural” or “underserved” for
the application of the special provisions
adopted in certain of the 2013 Title XIV
Final Rules.1# These changes would not
have a material impact on consumers or
covered persons.

Other provisions of the proposed rule
are related to underwriting and features
of HPMLs. As described above, existing

13 Section 1022(b)(2)(A) of the Dodd-Frank Act,
12 U.S.C. 5521(b)(2), directs the Bureau, when
prescribing a rule under the Federal consumer
financial laws, to consider the potential benefits
and costs of regulation to consumers and covered
persons, including the potential reduction of access
by consumers to consumer financial products or
services; the impact on insured depository
institutions and credit unions with $10 billion or
less in total assets as described in section 1026 of
the Dodd-Frank Act; and the impact on consumers
in rural areas. Section 1022(b)(2)(B) of the Dodd-
Frank Act directs the Bureau to consult with
appropriate prudential regulators or other Federal
agencies regarding consistency with prudential,
market, or systemic objectives that those agencies
administer.

14 The special provisions that rely on the “rural”
and “underserved”’ definitions are as follows: (1)
The §1026.35(b)(2)(iii) exemption to the 2013
Escrows Final Rule’s escrow requirement for
higher-priced mortgage loans; (2) the § 1026.43(f)
allowance for balloon-payment qualified mortgages;
(3) the § 1026.32(d)(1)(ii)(C) exemption from the
balloon payment prohibition on high-cost
mortgages; and (4) the § 1026.35(c)(4)(vii)(H)
exemption from the § 1026.35(c)(4)(i) HPML second
appraisal requirement for credit transactions made
by creditors located in a rural county.
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Regulation Z contains requirements
related to the consumer’s ability to
repay and prepayment penalties for
HPMLs. The scope of these protections
is being expanded in connection with
the Dodd-Frank Act title XIV
rulemakings to apply to most mortgage
transactions, rather than just HPMLs.
For this reason, the 2013 Escrows Final
Rule removed the regulatory text
providing these protections solely to
HPMLs. That final rule, however, takes
effect on June 1, 2013, whereas the new
ability-to-repay and prepayment penalty
provisions do not take effect until
January 10, 2014. Absent a correction, as
proposed, the final rules issued in
January would inadvertently create an
interruption in applicable protections
for certain consumers obtaining HPMLs
effective June 1, and a corresponding
relaxation of the requirements for
lenders. This proposal would establish
a temporary provision to ensure the
protections remain in place for HPMLs
until the expanded provisions take
effect in January 2014. Because this
interruption was inadvertent, the
Bureau’s 1022 analyses in the 2013 Title
X1V Final Rules considered the impact
of the protections at issue in this rule as
if they were remaining in place.

B. Potential Benefits and Costs to
Consumers and Covered Persons

Compared to the baseline established
by the issuance of the final rules issued
in January 2013, the proposed rule
would offer consumers who obtain
HPMLs from June 1, 2013 through and
including January 9, 2014 the benefit of
the existing protections under
Regulation Z regarding ability-to-repay
and prepayment penalties.15 These
provisions are designed to limit
consumers’ exposure to collateral-based
lending, potentially harmful
prepayment penalties and other harms.
The price of HPMLs may be slightly
higher than they would be in the
absence of these protections; however,
these effects are likely to be minimal.

Compared to the same baseline,
covered persons issuing such mortgages
during this time period would incur any
costs related to the ability-to-pay
requirements and the restrictions on
certain prepayment penalties. These
costs would include the costs of
documenting and verifying the
consumer’s ability to repay and some
expected litigation-related costs. As
noted above, the evidence to date is that
these costs are quite limited. The 2013

15 The Bureau has discretion in any rulemaking
to choose an appropriate scope of analysis with
respect to potential benefits and costs and an
appropriate baseline.

ATR Final Rule and the Board’s earlier
2008 HOEPA Final Rule (73 FR 44522
(July 30, 2008)) discuss these costs and
benefits in greater detail. This rule
simply extends these impacts from June
1, 2013 through and including January
9, 2014. The Bureau also believes that
the proposed rule would benefit both
consumers and covered persons in
limiting unnecessary and possibly
disruptive changes in the regulatory
regime.

The proposed rule may have a small
differential impact on depository
institutions and credit unions with $10
billion or less in total assets as
described in Section 1026. To the extent
that HPMLs comprise a larger
percentage of originations at these
institutions, the relative increase in
costs may be higher relative to other
lenders.

The proposed rule would have some
differential impacts on consumers in
rural areas. In these areas, a greater
fraction of loans are HPMLs. As such, to
the extent that these added protections
lead to additional lender costs, interest
rates may be slightly higher on average;
however, rural consumers will derive
greater benefit from the proposed
provisions than non-rural consumers.

Given the small changes for the
proposed rule, the Bureau does not
believe that the proposed rule would
meaningfully reduce consumers’ access
to credit.

VII. Regulatory Flexibility Act Analysis

The Regulatory Flexibility Act (RFA)
generally requires an agency to conduct
an initial regulatory flexibility analysis
(IRFA) and a final regulatory flexibility
analysis (FRFA) of any rule subject to
notice-and-comment rulemaking
requirements.16 These analyses must
“describe the impact of the proposed
rule on small entities.” 17 An IRFA or
FRFA is not required if the agency
certifies that the rule will not have a
significant economic impact on a
substantial number of small entities,?8

165 U.S.C. 601 et. seq.

175 U.S.C. 603(a). For purposes of assessing the
impacts of the proposed rule on small entities,
“small entities” is defined in the RFA to include
small businesses, small not-for-profit organizations,

and small government jurisdictions. 5 U.S.C. 601(6).

A “‘small business” is determined by application of
Small Business Administration regulations and
reference to the North American Industry
Classification System (NAICS) classifications and
size standards. 5 U.S.C. 601(3). A “small
organization” is any ‘“‘not-for-profit enterprise
which is independently owned and operated and is
not dominant in its field.” 5 U.S.C. 601(4). A “‘small
governmental jurisdiction” is the government of a
city, county, town, township, village, school
district, or special district with a population of less
than 50,000. 5 U.S.C. 601(5).

185 U.S.C. 605(b).

or if the agency considers a series of
closely related rules as one rule for
purposes of complying with the IRFA or
FRFA requirements.1® The Bureau also
is subject to certain additional
procedures under the RFA involving the
convening of a panel to consult with
small business representatives prior to
proposing a rule for which an IRFA is
required.20

This rulemaking is part of a series of
rules that have revised and expanded
the regulatory requirements for entities
that offer HPMLs. In January 2013, the
Bureau adopted the 2013 Escrows Final
Rule and 2013 ATR Final Rule, along
with other related rules mentioned
above. Section VIII of the
supplementary information to each of
these rules set forth the Bureau’s
analyses and determinations under the
RFA with respect to those rules. See 78
FR 4749, 78 FR 6575. The Bureau also
notes because the potential interruption
in applicable protections created by the
issuance of the final rules in January
was inadvertent, its Regulatory
Flexibility analyses considered the
impact of the protections at issue in this
rule remaining in place for HPMLs until
the expanded provisions take effect in
January 2014. Because these rules
qualify as ““a series of closely related
rules,” for purposes of the RFA, the
Bureau relies on those analyses and
determines that it has met or exceeded
the IRFA requirement.

In the alternative, the Bureau also
concludes that the proposed rule would
not have a significant impact on a
substantial number of small entities.
The proposal would establish a
temporary provision to ensure the
protections remain in place for HPMLs
until the expanded provisions take
effect in January 2014. Since the new
requirements and liabilities that will
take effect in January 2014 as applied to
higher-priced mortgage loans are very
similar in nature to those that exist
under the pre-existing regulations, the
gap absent the proposed correction
would be short-lived and would affect
only the higher-priced mortgage loan
market. It is therefore very unlikely
absent the proposed correction that
covered persons would alter their
behavior substantially in the intervening
period.

The proposal would also clarify how
to determine whether a county is
considered “rural” or ‘“‘underserved” for
the application of the special provisions
adopted in certain of the 2013 Title XIV

195 U.S.C. 605(c).
205 U.S.C. 609.
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Final Rules.2® These changes would not
have a material impact on small entities.
As such, the Bureau affirms that the

proposal would not have a significant
impact on a substantial number of small
entities.

VIIL Paperwork Reduction Act

This proposed rule would amend 12
CFR part 1026 (Regulation Z), which
implements the Truth in Lending Act
(TILA). Regulation Z currently contains
collections of information approved by
OMB. The Bureau’s OMB control
number for Regulation Z is 3170-0015.
However, the Bureau has determined
that this proposed rule would not
materially alter these collections of
information nor impose any new
recordkeeping, reporting, or disclosure
requirements on the public that would
constitute collections of information
requiring approval under the Paperwork
Reduction Act, 44 U.S.C. 3501 et seq.

Comments on this determination may
be submitted to the Bureau as instructed
in the ADDRESSES section of this Notice
and to the attention of the Paperwork
Reduction Act Officer.

List of Subjects in 12 CFR Part 1026

Advertising, Consumer protection,
Mortgages, Recordkeeping requirements,
Reporting, Truth in lending.

Authority and Issuance

For the reasons set forth in the
preamble, the Bureau proposes to
further amend Regulation Z, 12 CFR
part 1026, as amended by the final rule
published on January 22, 2013, 78 FR
4726, as set forth below:

PART 1026—TRUTH IN LENDING
(REGULATION 2)

m 1. The authority citation for part 1026
continues to read as follows:

Authority: 12 U.S.C. 2601; 2603—-2605,
2607, 2609, 2617, 5511, 5512, 5532, 5581; 15
U.S.C. 1601 et seq.

Subpart C—Closed-End Credit

m 2. Section 1026.23 is amended by
revising paragraph (a)(3)(ii) to read as
follows:

§1026.23 Right of rescission.
(a) * *x %

21 The special provisions that rely on the “rural”
and “underserved’’ definitions are as follows: (1)
the § 1026.35(b)(2)(iii) exemption to the 2013
Escrows Final Rule’s escrow requirement for
higher-priced mortgage loans; (2) the § 1026.43(f)
allowance for balloon-payment qualified mortgages;
(3) the § 1026.32(d)(1)(ii)(C) exemption from the
balloon payment prohibition on high-cost
mortgages; and (4) the § 1026.35(c)(4)(vii)(H)
exemption from the § 1026.35(c)(4)(i) HPML second
appraisal requirement for credit transactions made
by creditors located in a rural county.

(3) I

(ii) For purposes of this paragraph
(a)(3), the term ‘“material disclosures”
means the required disclosures of the
annual percentage rate, the finance
charge, the amount financed, the total of
payments, the payment schedule, and
the disclosures and limitations referred
to in §§1026.32(c) and (d) and
1026.35(e)(2).

Subpart E—Special Rules for Certain
Home Mortgage Transactions

m 3. Section 1026.34 is amended by
revising paragraph (a)(4)(i) to read as
follows:

§1026.34 Prohibited acts or practices in
connection with high-cost mortgages.

(a] * % %

(4) )

(i) Mortgage-related obligations. For
purposes of this paragraph (a)(4),
mortgage-related obligations are
expected property taxes, premiums for
mortgage-related insurance required by
the creditor as set forth in § 1026.35(b),
and similar expenses.

m 4. Section 1026.35 is amended by
revising paragraphs (b)(1), (b)(2)(iii)(A)
and (b)(iv)(A) and (B), and adding

paragraph (e), to read as follows:

§1026.35 Requirements for higher-priced
mortgage loans.
* * * * *

(b) * * * For purposes of this
paragraph (b), the term “escrow
account” has the same meaning as
under Regulation X (12 CFR 1024.17(b)),
as amended.

(2) Exemptions. Notwithstanding
paragraph (b)(1) of this section:

* * * * *

(iii) Except as provided in paragraph
(b)(2)(v) of this section, an escrow
account need not be established for a
transaction if, at the time of
consummation:

(A) During the preceding calendar
year, the creditor extended more than 50
percent of its total covered transactions,
as defined by § 1026.43(b)(1), secured by
a first lien, on properties that are located
in counties that are either “rural” or
“underserved,” as set forth in paragraph
(b)(2)(@iv) of this section;

* * * * *

(iv) For purposes of paragraph
(b)(2)(iii)(A) of this section:

(A) A county is “rural” during a
calendar year if it is neither in a
metropolitan statistical area nor in a
micropolitan statistical area that is
adjacent to a metropolitan statistical
area, as those terms are defined by the
U.S. Office of Management and Budget
and as they are applied under currently

applicable Urban Influence Codes
(UICs), established by the United States
Department of Agriculture’s Economic
Research Service (USDA-ERS). A
creditor may rely as a safe harbor on the
list of counties published by the Bureau
to determine whether a county qualifies
as “rural” for a particular calendar year.

(B) A county is “underserved” during
a calendar year if, according to Home
Mortgage Disclosure Act (HMDA) data
for the preceding calendar year, no more
than two creditors extended covered
transactions, as defined in
§1026.43(b)(1), secured by a first lien,
five or more times in the county. A
creditor may rely as a safe harbor on the
list of counties published by the Bureau
to determine whether a county qualifies
as “underserved” for a particular
calendar year.

* * * * *

(e) Repayment ability, Prepayment
penalties. Higher-priced mortgage loans
are subject to the following restrictions:

(1) Repayment ability. A creditor shall
not extend credit based on the value of
the consumer’s collateral without regard
to the consumer’s repayment ability as
of consummation as provided in
§1026.34(a)(4).

(2) Prepayment penalties. A loan may
not include a penalty described by
§1026.32(d)(6) unless:

(i) The penalty is otherwise permitted
by law, including § 1026.32(d)(7) if the
loan is a mortgage transaction described
in §1026.32(a); and

(ii) Under the terms of the loan:

(A) The penalty will not apply after
the two-year period following
consummation;

(B) The penalty will not apply if the
source of the prepayment funds is a
refinancing by the creditor or an affiliate
of the creditor; and

(C) The amount of the periodic
payment of principal or interest or both
may not change during the four-year
period following consummation.

(3) Sunset of requirements on
repayment ability and prepayment
penalties. The requirements described
in paragraphs (e)(1) and (e)(2) of this
section shall expire on January 10, 2014.
m 5. In Supplement I to Part 1026—
Official Interpretations:

m A. Under Section 1026.32—
Requirements for Certain Closed-End
Home Mortgages, under Paragraph 32(d)
Limitations, paragraph 1 is revised.

m B. Under Section 1026.34—
Repayment Ability

m i. Under Paragraph 34(a)(4)
Repayment ability for high-cost
mortgages, paragraph 1 is revised.

m ii. Under Paragraph 34(a)(4)(i)
Mortgage-Related Obligations,
paragraph 1 is revised.
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m C. Under Section 1026.35—
Requirements for Higher-Priced
Mortgage Loans:

m i. Under Paragraph 35(b)(2)(iii),
paragraphs 1 and i are revised.

m ii. Under Paragraph 35(b)(2)(iv),
paragraphs 1, i, ii, 2, i, and ii are
revised.

m iii. The headings 35(e) Rules for
Higher-Priced Mortgage Loans and
Paragraph 35(e)(2)(ii)(C), and
paragraphs 1 and 2 are added.

Supplement I to Part 1026—Official
Interpretations

* * * * *

Subpart E—Special Rules for Certain
Home Mortgage Transactions

* * * * *

§ 1026.32—Requirements for Certain
Closed-End Home Mortgages

* * * * *

Paragraph 32(d) Limitations.

1. Additional prohibitions applicable
under other sections. Section 1026.34
sets forth certain prohibitions in
connection with mortgage credit subject
to §1026.32, in addition to the
limitations in § 1026.32(d). Further,

§ 1026.35 prohibits certain practices in
connection with transactions that meet
the coverage test in § 1026.35(a).
Because the coverage test in § 1026.35(a)
is generally broader than the coverage
test in §1026.32(a), most § 1026.32
mortgage loans are also subject to the
prohibitions set forth in § 1026.35 (such
as escrows), in addition to the
limitations in § 1026.32(d).

* * * * *

§ 1026.34—Prohibited Acts or Practices
in Connection with High-Cost Mortgages

* * * * *

Paragraph 34(a)(4) Repayment Ability.

1. Application of repayment ability
rule. The § 1026.34(a)(4) prohibition
against making loans without regard to
consumers’ repayment ability applies to
mortgage loans described in
§1026.32(a). In addition, the
§ 1026.34(a)(4) prohibition applies to
higher-priced mortgage loans described
in §1026.35(a). See § 1026.35(e)(1).

* * * * *

Paragraph 34(a)(4)(i) Mortgage-Related
Obligations.

1. Mortgage-related obligations. A
creditor must include in its repayment
ability analysis the expected property
taxes and premiums for mortgage-
related insurance required by the
creditor as set forth in § 1026.35(b), as

well as similar mortgage-related
expenses. Similar mortgage-related
expenses include homeowners’
association dues and condominium or
cooperative fees.

* * * * *

§ 1026.35—Requirements for Higher-
Priced Mortgage Loans

* * * * *

Paragraph 35(b)(2)(iii).

1. Requirements for exemption. Under
§1026.35(b)(2)(iii), except as provided
in §1026.35(b)(2)(v), a creditor need not
establish an escrow account for taxes
and insurance for a higher-priced
mortgage loan, provided the following
four conditions are satisfied when the
higher-priced mortgage loan is
consummated:

i. During the preceding calendar year,
more than 50 percent of the creditor’s
total first-lien covered transactions, as
defined in § 1026.43(b)(1), are secured
by properties located in counties that
are either ““rural” or “underserved,” as
set forth in § 1026.35(b)(2)(iv). Pursuant
to that section, a creditor may rely as a
safe harbor on a list of counties
published by the Bureau to determine
whether counties in the United States
are rural or underserved for a particular
calendar year. Thus, for example, if a
creditor originated 90 covered
transactions, as defined by
§1026.43(b)(1), secured by a first lien,
during 2013, the creditor meets this
condition for an exemption in 2014 if at
least 46 of those transactions are
secured by first liens on properties that
are located in such counties.

* * * * *

Paragraph 35(b)(2)(iv).

1. Requirements for “rural” or
“underserved” status. A county is
considered to be “rural” or
“underserved” for purposes of
§1026.35(b)(2)(iii)(A) if it satisfies either
of the two tests in § 1026.35(b)(2)(iv).
The Bureau applies both tests to each
county in the United States. If a county
satisfies either test, the Bureau will
include the county on a published list
of “rural” or “‘underserved” counties for
a particular calendar year. To facilitate
compliance with appraisal requirements
in § 1026.35(c), the Bureau will also
create a list of only those counties that
are “‘rural” but excluding those that are
only “underserved.” The Bureau will
post on its public Web site the
applicable lists for each calendar year
by the end of that year, thus permitting
creditors to ascertain the availability to
them of the exemption during the
following year. For 2012, however, the
list will be published before June 1,

2013. A creditor may rely as a safe
harbor, pursuant to section 130(f) of the
Truth in Lending Act, on the lists of
counties published by the Bureau to
determine whether a county qualifies as
“rural” or “underserved” for a
particular calendar year. A creditor’s
originations of covered transactions, as
defined by § 1026.43(b)(1), secured by a
first lien, in such counties during that
year are considered in determining
whether the creditor satisfies the
condition in § 1026.35(b)(2)(iii)(A) and
therefore will be eligible for the
exemption during the following
calendar year.

i. Under §1026.35(b)(2)(iv)(A), a
county is rural during a calendar year if
it is neither in a metropolitan statistical
area nor in a micropolitan statistical
area that is adjacent to a metropolitan
statistical area. These areas are defined
by the Office of Management and
Budget and applied under currently
applicable Urban Influence Codes
(UICs), established by the United States
Department of Agriculture’s Economic
Research Service (USDA-ERS).
Accordingly, for purposes of
§1026.35(b)(2)(iv)(A), “‘adjacent” has
the meaning applied by the USDA-ERS
in determining a county’s UIC; as so
applied, “adjacent” entails a county not
only being physically contiguous with a
metropolitan statistical area but also
meeting certain minimum population
commuting patterns. Specifically, a
county is “rural” if the USDA-ERS
categorizes the county under UIC 4, 6,
7,8,9, 10, 11, or 12. Descriptions of
UICs are available on the USDA-ERS
Web site at http://www.ers.usda.gov/
data-products/urban-influence-codes/
documentation.aspx. A county for
which there is no currently applicable
UIC (because the county has been
created since the USDA-ERS last
categorized counties) is rural only if all
counties from which the new county’s
land was taken are themselves rural
under currently applicable UICs.

ii. Under § 1026.35(b)(2)(iv)(B), a
county is underserved during a calendar
year if, according to Home Mortgage
Disclosure Act (HMDA) data for the
preceding calendar year, no more than
two creditors extended covered
transactions, as defined in
§1026.43(b)(1), secured by a first lien,
five or more times in the county.
Specifically, a county is “underserved”
if, in the applicable calendar year’s
public HMDA aggregate dataset, no
more than two creditors have reported
five or more first-lien covered
transactions with HMDA geocoding that
places the properties in that county. For
purposes of this determination, because
only covered transactions are counted,


http://www.ers.usda.gov/data-products/urban-influence-codes/documentation.aspx
http://www.ers.usda.gov/data-products/urban-influence-codes/documentation.aspx
http://www.ers.usda.gov/data-products/urban-influence-codes/documentation.aspx

23178

Federal Register/Vol. 78, No. 75/ Thursday, April 18, 2013/Proposed Rules

all first-lien originations (and only first-
lien originations) reported in the HMDA
data are counted except those for which
the owner-occupancy status is reported
as ‘“Not owner-occupied” (HMDA code
2), the property type is reported as
“Multifamily” (HMDA code 3), the
applicant’s or co-applicant’s race is
reported as “Not applicable” (HMDA
code 7), or the applicant’s or co-
applicant’s sex is reported as ‘“Not
applicable” (HMDA code 4). The most
recent HMDA data are available at
http://www.ffiec.gov/hmda.

2. Examples. i. A county is considered
“rural” for a given calendar year based
on the most recent available UIC
designations, which are updated by the
USDA-ERS once every ten years. As an
example, assume a creditor makes first-
lien covered transactions in County X
during calendar year 2014, and the most
recent UIC designations have been
published in the second quarter of 2013.
To determine ‘“‘rural” status for County
X during calendar year 2014, the
creditor will use the 2013 UIC
designations. However, to determine
“rural” status for County X during 2012
or 2013, the creditor would use the UIC
designations last published in 2003.

ii. A county is considered
“underserved” for a given calendar year
based on the most recent available
HMDA data. For example, assume a
creditor makes first-lien covered
transactions in County Y during
calendar year 2013, and the most recent
HMDA data is for calendar year 2012,
published in the third quarter of 2013.
To determine “underserved” status for
County Y in calendar year 2013 for the
purposes of qualifying for the “rural or
underserved”” exemption in calendar
year 2014, the creditor will use the 2012
HMDA data.

* * * * *

35(e) Rules for Higher-Priced Mortgage
Loans

Paragraph 35(e)(2)(ii)(C).

1. Payment change. Section
1026.35(e)(2) provides that a loan
subject to this section may not have a
penalty described by § 1026.32(d)(6)
unless certain conditions are met.
Section 1026.35(e)(2)(ii)(C) lists as a
condition that the amount of the
periodic payment of principal or
interest or both may not change during
the four-year period following
consummation. For examples showing
whether a prepayment penalty is
permitted or prohibited in connection
with particular payment changes, see
comment 32(d)(7)(iv)—-1. Those
examples, however, include a condition
that § 1026.35(e)(2) does not include:

the condition that, at consummation,
the consumer’s total monthly debt
payments may not exceed 50 percent of
the consumer’s monthly gross income.
For guidance about circumstances in
which payment changes are not
considered payment changes for
purposes of this section, see comment
32(d)(7)(iv)-2.

2. Negative amortization. Section
1026.32(d)(2) provides that a loan
described in § 1026.32(a) may not have
a payment schedule with regular
periodic payments that cause the
principal balance to increase. Therefore,
the commentary to § 1026.32(d)(7)(iv)
does not include examples of payment
changes in connection with negative
amortization. The following examples
show whether, under § 1026.35(e)(2),
prepayment penalties are permitted or
prohibited in connection with particular
payment changes, when a loan
agreement permits negative
amortization:

i. Initial payments for a variable-rate
transaction consummated on January 1,
2010, are $1,000 per month and the loan
agreement permits negative
amortization to occur. Under the loan
agreement, the first date that a
scheduled payment in a different
amount may be due is January 1, 2014,
and the creditor does not have the right
to change scheduled payments prior to
that date even if negative amortization
occurs. A prepayment penalty is
permitted with this mortgage
transaction provided that the other
§1026.35(e)(2) conditions are met, that
is: provided that the prepayment
penalty is permitted by other applicable
law, the penalty expires on or before
December 31, 2011, and the penalty will
not apply if the source of the
prepayment funds is a refinancing by
the creditor or its affiliate.

ii. Initial payments for a variable-rate
transaction consummated on January 1,
2010 are $1,000 per month and the loan
agreement permits negative
amortization to occur. Under the loan
agreement, the first date that a
scheduled payment in a different
amount may be due is January 1, 2014,
but the creditor has the right to change
scheduled payments prior to that date if
negative amortization occurs. A
prepayment penalty is prohibited with
this mortgage transaction because the
payment may change within the four-
year period following consummation.

* * * * *

Dated: April 11, 2013.
Richard Cordray,

Director, Bureau of Consumer Financial
Protection.

[FR Doc. 2013—09058 Filed 4-17-13; 8:45 am]|
BILLING CODE 4810-AM-P

DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

24 CFR Parts 5 and 202
[Docket No. FR-5536—P-01]
RIN 2502-AJ00

Federal Housing Administration (FHA)
Approval of Lending Institutions and
Mortgagees: Streamlined Reporting
Requirements for Small Supervised
Lenders and Mortgagees

AGENCY: Office of the Assistant
Secretary for Housing—Federal Housing
Commissioner, HUD.

ACTION: Proposed rule.

SUMMARY: This proposed rule would
streamline the FHA financial statement
reporting requirements for lenders and
mortgagees who are supervised by
federal banking agencies and whose
consolidated assets do not meet the
thresholds set by their supervising
federal banking agencies for submission
of audited financial statements
(currently set at $500 million in
consolidated assets). HUD’s regulations
currently require all supervised lenders
and mortgagees to submit annual
audited financial statements as a
condition of FHA lender approval and
recertification. Through this proposed
rule, in lieu of the annual audited
financial statements, small supervised
lenders and mortgagees would be
required to submit the unaudited
financial regulatory reports that align
with their fiscal year ends and are
required to be submitted to their
supervising federal banking agencies.
Small supervised lenders and
mortgagees would only be required to
submit audited financial statements if
HUD determines that the supervised
lenders or mortgagees pose heightened
risk to the FHA insurance fund.

This rule does not impact FHA’s
annual audited financial statements
submission requirement for
nonsupervised and large supervised
lenders and mortgagees. The rule also
does not impact those supervised
lenders and mortgagees with
consolidated assets in an amount that
requires that lenders or mortgagees
submit audited financial statements to
their respective supervising federal
banking agencies. Finally, HUD has
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taken the opportunity afforded by this
proposed rule to make three technical
changes to current regulations regarding
reporting requirements for FHA-
approved supervised lenders and
mortgagees.

DATES: Comment Due Date: June 17,
2013.

ADDRESSES: Interested persons are
invited to submit comments regarding
this proposed rule to the Regulations
Division, Office of General Counsel,
Department of Housing and Urban
Development, 451 7th Street SW., Room
10276, Washington, DC 20410-0500.
Communications must refer to the above
docket number and title. There are two
methods for submitting public
comments. All submissions must refer
to the above docket number and title.

1. Submission of Comments by Mail.
Comments may be submitted by mail to
the Regulations Division, Office of
General Counsel, Department of
Housing and Urban Development, 451
7th Street SW., Room 10276,
Washington, DC 20410-0500.

2. Electronic Submission of
Comments. Interested persons may
submit comments electronically through
the Federal eRulemaking Portal at
www.regulations.gov. HUD strongly
encourages commenters to submit
comments electronically. Electronic
submission of comments allows the
commenter maximum time to prepare
and submit a comment, ensures timely
receipt by HUD, and enables HUD to
make them immediately available to the
public. Comments submitted
electronically through the
www.regulations.gov Web site can be
viewed by other commenters and
interested members of the public.
Commenters should follow the
instructions provided on that site to
submit comments electronically.

Note: To receive consideration as public
comments, comments must be submitted
through one of the two methods specified
above. Again, all submissions must refer to
the docket number and title of the rule.

No Facsimile Comments. Facsimile
(FAX) comments are not acceptable.

Public Inspection of Public
Comments. All properly submitted
comments and communications
submitted to HUD will be available for
public inspection and copying between
8 a.m. and 5 p.m. weekdays at the above
address. Due to security measures at the
HUD Headquarters building, an
appointment to review the public
comments must be scheduled in
advance by calling the Regulations
Division at 202—-708-3055 (this is not a
toll-free number). Individuals with
speech or hearing impairments may

access this number via TTY by calling
the Federal Relay Service at 800-877—
8339. Copies of all comments submitted
are available for inspection and
downloading at www.regulations.gov.
FOR FURTHER INFORMATION CONTACT:
Richard Toma, Deputy Director, Office
of Lender Activities and Program
Compliance, Office of Housing,
Department of Housing and Urban
Development, 490 L’Enfant Plaza East
SW., Room P3214, Washington, DC
20024-8000; telephone number 202—
708-1515 (this is not a toll-free
number). Persons with hearing or
speech impairments may access this
number through TTY by calling the toll-
free Federal Relay Service at 800-877—
8339.

SUPPLEMENTARY INFORMATION

I. Background

As part of HUD’s efforts to strengthen
risk management of the FHA insurance
funds, HUD published a final rule on
April 20, 2010, entitled, “Federal
Housing Administration: Continuation
of FHA Reform—Strengthening Risk
Management Through Responsible

FHA-Approved Lenders” (75 FR 20718).

The April 20, 2010, final rule increased
the net worth requirements for FHA-
approved lenders and mortgagees,
eliminated HUD’s approval of loan
correspondents, and amended the
general approval standards for lenders
and mortgagees. The goal of increasing
the net worth requirements was to
ensure that FHA-approved lenders and
mortgagees are sufficiently capitalized.
To monitor compliance with the net
worth requirements, the April 20, 2010,
final rule requires all lenders and
mortgagees to provide annual audited
financial statements within 90 days of
their fiscal year ends as a condition of
FHA approval and recertification. The
requirement for the submission of
annual audited financial statements
applies to all FHA-approved lenders
and mortgagees, irrespective of their net
worth. Interested readers should refer to
the preamble of the April 20, 2010, final
rule for additional information
regarding the risk management
amendments to the FHA program
requirements.

II. This Proposed Rule

A. Streamlined Reporting Requirements
for Small Supervised Lenders and
Mortgagees

Since publication of the April 20,
2010, final rule, HUD has determined
that the FHA requirement for all
supervised lenders and mortgagees to
submit annual audited financial
statements may prove to be

prohibitively expensive for small
supervised lenders and mortgagees who
wish to participate in FHA programs.
While HUD takes its counterparty risk
management responsibilities seriously,
HUD seeks to balance its management of
risk with the execution of its mission. In
order to ensure that FHA products and
programs remain available in the
communities served by small
supervised lenders and mortgagees,
HUD proposes through this rule to
modify its annual audited financial
statements reporting requirement for
these institutions.

Lenders and mortgagees supervised
by the Board of Governors of the Federal
Reserve System; the Federal Deposit
Insurance Corporation (FDIC); and the
National Credit Union Administration
(NCUA) (collectively the “federal
banking agencies”), are required to
submit audited financial statements to
their respective supervising federal
banking agencies where the lenders’ or
mortgagees’ consolidated assets meet or
exceed the minimum thresholds
established by those federal banking
agencies; which thresholds are all
currently $500 million or more in
consolidated assets and are currently
codified at 12 CFR 363.1(a) and 12 CFR
715.4(c). Lenders and mortgagees whose
consolidated assets for the applicable
fiscal year are less than their
supervising federal banking agency’s
threshold for submission of audited
financial statements (hereinafter “small
lenders and mortgagees”’) are required to
submit unaudited financial regulatory
reports. These unaudited financial
regulatory reports currently include a
consolidated or fourth quarter Report of
Condition and Income (Federal
Financial Institutions Examination
Council forms 031 and 041, also known
as the “Call Report”), a consolidated or
fourth quarter Thrift Financial Report,
and a consolidated or fourth quarter
NCUA Call Report (NCUA Form 5300 or
5310).

In an effort to be consistent with the
financial reporting requirements
designated by the supervisory federal
banking agencies for small lenders and
mortgagees, HUD will no longer require
small supervised lenders or mortgagees
to submit audited financial statements.
Instead, HUD will require that small
supervised lenders and mortgagees
submit the unaudited financial
regulatory reports that they are required
to submit to their supervising federal
banking agencies. HUD has determined
that the financial regulatory reports
required by the federal banking agencies
contain sufficient information for HUD
to ensure that small supervised lenders
and mortgagees are suitably capitalized
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to meet potential needs associated with
their participation in FHA lending
programs, without the potentially
prohibitive financial burden of
preparing annual audited financial
statements.

In order to manage the risk to the FHA
insurance fund, HUD retains the right to
request additional financial
documentation, up to and including
audited financial statements, if HUD
determines that a small supervised
lender or mortgagee poses a heightened
risk to the FHA insurance fund. HUD
has determined that the following
factors are relevant, but not exhaustive,
in determining if a small supervised
lender or mortgagee poses a heightened
risk to the FHA insurance fund: (1)
Failing to provide required financial
submissions under § 202.6(c)(2) within
the required 90-day period following the
lender’s or mortgagee’s fiscal year end;
(2) maintaining insufficient adjusted net
worth or unrestricted liquid assets as
required by § 202.5(n); (3) reporting
opening cash and equity balances that
do not agree with the prior year’s
reported cash and equity balances; (4)
experiencing an operating loss of 20
percent or greater of the lender’s or
mortgagee’s net worth for the annual
reporting period as governed by
§202.5(m)(1); (5) experiencing an
increase in loan volume over the prior
12-month period, determined by the
Secretary to be significant; (6)
undertaking significant changes to
business operations, such as a merger or
acquisition; and (7) other factors that the
Secretary considers appropriate in
indicating a heightened risk to the FHA
insurance fund.

Consistent with the requirements of
the federal banking agencies, HUD will
continue to require audited financial
statements for supervised lenders and
mortgagees whose consolidated assets
meet or exceed the threshold set by the
federal banking agencies, presently
located at 12 CFR 363.1(a) and 12 CFR
715.4(c)—currently $500 million or
more in consolidated assets. Because the
asset threshold established by the
federal banking agencies may change
over time, this proposed rule references
the regulations of the federal banking
agencies instead of a numeric figure.
HUD specifically seeks comments from
small supervised lenders and
mortgagees on whether they are
required to provide annual audited
financial statement to any other
regulating body, such as a state agency.

B. Technical Amendments

HUD has taken the opportunity
afforded by this proposed rule to make
three conforming amendments to

current regulations regarding reporting
requirements for FHA-approved
supervised lenders and mortgagees.
These nonsubstantive amendments will
codify existing requirements and correct
a regulatory citation. The amendments
are as follows:

1. Audited financial statement for
large supervised lenders and
mortgagees. The regulations at
§202.7(b)(4) require that nonsupervised
lenders and mortgagees comply with
HUD’s uniform financial reporting
standards codified in 24 CFR part 5,
subpart H, and establish requirements
governing the contents of the required
audited financial statements. While the
April 20, 2010, final rule codified the
requirement that supervised lenders
also submit audited financial
statements, it did not specify that these
statements must be submitted in
accordance with the same requirements
as those applicable to nonsupervised
institutions under § 202.7(b)(4). Instead,
HUD clarified via mortgagee letter that
supervised lenders and mortgagees
should comply with the audit
requirements of § 202.7(b)(4).1 This
proposed rule would codify the
mortgagee letter guidance by adding a
new § 202.6(b)(4) to govern audited
financial statements submitted by
supervised lenders and mortgagees.
Consistent with existing practice, the
new provision mirrors the language of
§202.7(b)(4).

2. Technical correction to uniform
financial reporting standards. The
applicability section of HUD’s uniform
financial reporting regulations (§ 5.801)
was not updated by the April 20, 2010,
final rule. Accordingly, § 5.801(a)(5) of
those regulations still provides that the
uniform financial standards apply to
“nonsupervised lenders, nonsupervised
mortgagees, and loan correspondents.”
The April 20, 2010, final rule eliminated
HUD’s approval of loan correspondents
and clarified that supervised lenders
and mortgagees are also subject to the
uniform financial reporting
requirements. This proposed rule would
make the conforming amendments to
§5.801(a)(5).

3. Technical correction to § 202.3(b).
The regulation at § 202.3(b) incorrectly
refers to the yearly verification report
“required by § 202.5(n)(2).” As a result
of other changes made by the April 20,
2010, final rule, the verification report
requirement is now found in § 202.5(m).
This proposed rule corrects the outdated
citation.

1 See Mortgagee Letter 2009-31, issued on
September 18, 2009, and available at: http://
www.hud.gov/offices/adm/hudclips/Ietters/
mortgagee/2009ml.cfm.

III. Costs and Benefits of the Proposed
Rule

The total cost savings from the
reporting and recordkeeping burden for
small supervised lenders and
mortgagees would be approximately
$110,770. HUD currently has 1,471
approved supervised lenders and
mortgagees who are required to submit
annual audited financial statements, of
which HUD approximates that 857 are
small supervised lenders and
mortgagees whom this rule will benefit.
Under this proposed rule, small
supervised lenders and mortgagees
would no longer be required to
complete and submit the Online Annual
Financial Statements and Reports, but
would instead submit an electronic
copy of the unaudited financial
regulatory report that aligns with their
fiscal year end, as required by and
submitted to their supervising federal
banking agency. Currently it takes a
lender or mortgagee 3 hours to complete
the required Online Annual Financial
Statements and Reports submission.2
HUD estimates that this new
requirement would take .25 hours per
lender or mortgagee. Therefore, the
burden on each lender or mortgagee
would be reduced by 2.75 hours. The
cost to the lender or mortgagee to
complete the Online Annual Financial
Statements and Reports is $47 per
hour.? By submitting the unaudited
financial regulatory report required by
the lender’s or mortgagee’s supervised
federal banking agency, each small
supervised lender or mortgagee would
save $129.25, resulting in a total
industry savings for all 857 small
entities of approximately $110,770.
HUD recognizes that additional savings
may result for small supervised lenders
and mortgagees who no longer complete
annual audits as a result of this rule.

IV. Findings and Certifications
Paperwork Reduction Act

The information collection
requirements for this proposed rule
have been submitted to the Office of
Management and Budget (OMB) under
the Paperwork Reduction Act of 1995
(44 U.S.C. 3501—-3520). In accordance
with the Paperwork Reduction Act, an
agency may not conduct or sponsor, and
a person is not required to respond to,
a collection of information, unless the
collection displays a currently valid
OMB control number.

2PRA Submission 2502-0005, http://
www.reginfo.gov/public/do/
PRAViewDocument?ref nbr=200910-2502-005.
31d.
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This proposed rule would amend 24
CFR part 202. Part 202 currently
contains the collection of information
approved by OMB, and the OMB control
number is 2502—0005. The collection
title is, “HUD-FHA Title I/Title II
Lender Approval, Annual
Recertification, Noncompliance Forms,

Reports, Ginnie Mae Issuer Approval,
and Credit Watch Termination
Reinstatement.” As proposed below,
this rule would amend the collection of
information currently required by ““item
n,” the online submission of annual
audited financial statements by Title I
and Title II nonsupervised lenders,

REPORTING AND RECORDKEEPING BURDEN

supervised lenders and nonsupervised
loan correspondents, of OMB control
number 2502—-0005 (hereinafter, Annual
Audited Financial Statement). This
proposed rule is estimated to reduce the
burden in the existing information
collection requirement as follows:

Section reference

respondents

Number of annual audited financial statement

Estimated
average time Estimated total
for require- burden

ment (hours)

Current: 24 CFR part 202 requirements

Proposed: 24 CFR part 202 requirements .........

Percentage of Burden Change

All Lenders: 3,370 ..o 3.00 | 10,110 hours.
Large Supervised and all Nonsupervised Lenders: 3.00 | 7,753.25 hours
2,513. (7,539 hours

and 214.25
hours, respec-
tively).

Small Supervised Lenders: 857 .....cccccocieviiiieenieeenns .25

Estimated net reduction of burden 23%

In accordance 4 with 5 CFR 1320.8(d)(1),
HUD is soliciting comments from
members of the public and affected
agencies concerning this collection of
information to:

(1) Evaluate whether the proposed
collection of information is necessary
for the proper performance of the
functions of the agency, including
whether the information will have
practical utility.

(2) Evaluate the accuracy of the
agency’s estimate of the burden of the
proposed collection of information.

(3) Enhance the quality, utility, and
clarity of the information to be
collected.

(4) Minimize the burden of the
collection of information on those who
are to respond; including through the
use of appropriate automated collection
techniques or other forms of information
technology (e.g., by permitting
electronic submission of responses).

Interested persons are invited to
submit comments regarding the
information collection requirements in
this rule. Comments must refer to the
proposed rule by name and docket
number (FR-5583—P—-01) and must be
sent to:

HUD Desk Officer, Office of
Management and Budget, New
Executive Office Building,
Washington, DC 20503, Fax number:
202-395-6947; and

Reports Liaison Officer, Office of
Housing, Department of Housing and

4The current PRA states that 11,000 annual
audited financial statements are collected, but loan
correspondents are no longer HUD-approved and
required to submit annual audited financial
statements.

Urban Development, 451 7th Street
SW., Room 9128, Washington, DC
20410.

Interested persons may submit
comments regarding the information
collection requirements electronically
through the Federal eRulemaking Portal
at http://www.regulations.gov. HUD
strongly encourages commenters to
submit comments electronically.
Electronic submission of comments
allows the commenter maximum time to
prepare and submit a comment, ensures
timely receipt by HUD, and enables
HUD to make them immediately
available to the public. Comments
submitted electronically through the
http://www.regulations.gov Web site can
be viewed by other commenters and
interested members of the public.
Commenters should follow the
instructions provided on that site to
submit comments electronically.

Regulatory Review—Executive Orders
12866 and 13563

Under Executive Order 12866
(Regulatory Planning and Review), a
determination must be made whether a
regulatory action is significant and,
therefore, subject to review by OMB in
accordance with the requirements of the
order. Executive Order 13563
(Improving Regulations and Regulatory
Review) directs executive agencies to
analyze regulations that are “outmoded,
ineffective, insufficient, or excessively
burdensome, and to modify, streamline,
expand, or repeal them in accordance
with what has been learned.” Executive
Order 13563 also directs that, where
relevant, feasible, and consistent with
regulatory objectives and to the extent

permitted by law, agencies are to
identify and consider regulatory
approaches that reduce burdens and
maintain flexibility and freedom of
choice for the public. Accordingly, HUD
has determined that aligning FHA’s
financial reporting requirements for
small supervised lenders and
mortgagees with the financial reporting
requirements of the federal banking
agencies eliminates unnecessary
financial and administrative burdens
posed by FHA’s current requirement to
submit an audited financial statement,
and thereby enhances the ability of
small supervised lenders and
mortgagees to participate in FHA
programs. HUD has concluded that the
federal banking agencies have controls
in place through examination and
monitoring to takeover institutions
experiencing significant financial
distress that pose a risk to depositors.
Therefore, the information within the
financial regulatory reports being
provided to the federal banking agencies
is comprehensive and provides the data
necessary for FHA to analyze a small
supervised lender’s or mortgagee’s net
worth and assets to determine if
financial risk is posed to the FHA fund.
In a case where a small supervised
lender or mortgagee shows sign of
financial risk, HUD retains the right to
request additional financial
documentation, up to and including
audited financial statements. As a
result, this rule was determined to not
be a significant regulatory action under
section 3(f) of Executive Order 12866,
Regulatory Planning and Review, and
therefore was not reviewed by OMB.
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Regulatory Flexibility Act

The Regulatory Flexibility Act (RFA)
(5 U.S.C. 601 et seq.), generally requires
an agency to conduct a regulatory
flexibility analysis of any rule subject to
notice and comment rulemaking
requirements unless the agency certifies
that the rule will not have a significant
economic impact on a substantial
number of small entities. This proposed
rule would not have a significant
economic impact on a substantial
number of small entities because the
rule is specifically intended to ease the
regulatory burden on small entities. The
current regulations require full
independent audited financial
statements, over and above what is
required by federal banking agencies in
their oversight of these small supervised
lenders and mortgagees. This proposed
rule would bring HUD’s reporting
practices in line with that of the federal
banking agencies and, as discussed
above, reduce the cost of participating
in FHA programs by releasing small
supervised lenders and mortgagees from
the requirement to submit annual
audited financial statements. Instead the
rule would require the submission of
the unaudited financial regulatory
report already required by the small
supervised lender’s or mortgagee’s
supervising federal banking agency.

Notwithstanding HUD’s
determination that this rule would not
have a significant effect on a substantial
number of small entities, HUD
specifically invites comments regarding
any less burdensome alternatives to this
rule that would meet HUD’s objectives
as described in the preamble to this
rule.

Environmental Impact

This rule does not direct, provide for
assistance or loan and mortgage
insurance for, or otherwise govern or
regulate real property acquisition,
disposition, leasing, rehabilitation,
alteration, demolition, or new
construction. Nor does it establish,
revise, or provide for standards for
construction or construction materials,
manufactured housing, or occupancy.
This rule is limited to the procedures
governing the submission of financial
reports by small supervised lenders and
mortgagees applying to participate, or
recertifying for participation, in FHA’s
single-family programs. Accordingly,
under 24 CFR 50.19(c)(1), this rule is
categorically excluded from
environmental review under the
National Environmental Policy Act of
1969 (42 U.S.C. 4321).

Executive Order 13132, Federalism

Executive Order 13132 (entitled
“Federalism”) prohibits an agency from
publishing any rule that has federalism
implications if the rule either (1)
imposes substantial direct compliance
costs on state and local governments
and is not required by statute, or (2)
preempts state law, unless the agency
meets the consultation and funding
requirements of section 6 of the
Executive Order. This rule would not
have federalism implications and would
not impose substantial direct
compliance costs on state and local
governments or preempt state law
within the meaning of the Executive
Order.

Unfunded Mandates Reform Act

Title II of the Unfunded Mandates
Reform Act of 1995 (2 U.S.C. 1531—
1538) (UMRA) establishes requirements
for federal agencies to assess the effects
of their regulatory actions on state,
local, and tribal governments, and on
the private sector. This proposed rule
would not impose any federal mandates
on any state, local, or tribal
governments, or on the private sector,
within the meaning of the UMRA.

Catalogue of Federal Domestic
Assistance

The Catalogue of Federal Domestic
Assistance Number for the principal
FHA single-family mortgage insurance
program is 14.117.

List of Subjects
24 CFR Part 5

Administrative practice and
procedure, Aged, Claims, Crime,
Government contracts, Grant
programs—housing and community
development, Individuals with
disabilities, Intergovernmental relations,
Loan programs—housing and
community development, Low and
moderate income housing, Mortgage
insurance, Penalties, Pets, Public
housing, Rent subsidies, Reporting and
recordkeeping requirements, Social
security, Unemployment compensation,
Wages.

24 CFR Part 202

Administrative practice and
procedure, Home improvement,
Manufactured homes, Mortgage
insurance, Reporting and recordkeeping
requirements.

Accordingly, for the reasons stated in
the preamble, HUD proposes to amend
24 CFR parts 5 and 202 to read as
follows:

PART 5—GENERAL HUD PROGRAM
REQUIREMENTS; WAIVERS

m 1. The authority citation for part 5
continues to read as follows:

Authority: 42 U.S.C. 1437a, 1437c, 1437d,
14371, 1437n, 3535(d), Sec. 327, Pub. L. 109—
115, 119 Stat. 2936, and Sec. 607, Pub. L.
109-162, 119 Stat. 3051.

m 2. Revise § 5.801 paragraph (a)(5) to
read as follows:

§5.801 Uniform financial reporting
standards.

(a) I

(5) HUD-approved Title I and Title I
supervised and nonsupervised lenders

and mortgagees.
* * * * *

PART 202—APPROVAL OF LENDING
INSTITUTIONS AND MORTGAGEES

m 3. The authority citation for part 202
continues to read as follows:

Authority: 12 U.S.C. 1703, 1709 and 1715b;
42 U.S.C. 3535(d).

m 4. In § 202.3 paragraph (b), revise the
citation to “§202.5 (n)(2)”’ to read
“§202.5 (m)”.

m 5. Revise § 202.5 paragraph (g) to read
as follows:

§202.5 General approval standards.

* * * * *

(g) Financial statements. Except as
provided in § 202.6(c), the lender or
mortgagee shall furnish to the Secretary
a copy of its audited financial
statements within 90 days of its fiscal
year end, furnish such other information
as the Secretary may request, and
submit to an examination of that portion
of its records that relates to its Title I
and/or Title II program activities.

* * * * *
m 6.In § 202.6, add new paragraphs
(b)(4) and (c) to read as follows:

§202.6 Supervised lenders and
mortgagees.
* * * * *

(b) L

(4) Audit report. Except as provided
in paragraph (c) of this section, a lender
or mortgagee must:

(i) Comply with the financial
reporting requirements in 24 CFR part 5,
subpart H. Audit reports shall be based
on audits performed by a certified
public accountant, or by an independent
public accountant licensed by a
regulatory authority of a State or other
political subdivision of the United
States on or before December 31, 1970,
and shall include:

(A) Financial statements in a form
acceptable to the Secretary, including a
balance sheet and a statement of
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operations and retained earnings, a
statement of cash flows, an analysis of
the mortgagee’s net worth adjusted to
reflect only assets acceptable to the
Secretary, and an analysis of escrow
funds; and

(B) Such other financial information
as the Secretary may require to
determine the accuracy and validity of
the audit report.

(ii) Submit a report on compliance
tests prescribed by the Secretary.

(c) Financial statements requirements
for small supervised lenders and
mortgagees.

(1) Definitions. For the purposes of
this section, the following definitions
apply:

(i) Federal banking agency means the
Board of Governors of the Federal
Reserve System; the Federal Deposit
Insurance Corporation; and the National
Credit Union Administration; or any
successor agency thereof.

(ii) Small supervised lender or
mortgagee means a supervised lender or
mortgagee possessing consolidated
assets below the threshold for required
audited financial reporting as
established by the federal banking
agency that is responsible for the
oversight of that supervised lender or
mortgagee.

(2) Financial statement requirements.
Small supervised lenders and
mortgagees shall not be subject to the
requirement to submit a copy of an
audited financial statement under
§202.5(g) and the audit report
requirements under paragraph (b)(4) of
this section. Small supervised lenders
and mortgagees are required, within 90
days of their fiscal year end, to furnish
to the Secretary the unaudited financial
regulatory report—a consolidated or
fourth quarter Report of Condition and
Income (Federal Financial Institutions
Examination Council forms 031 and
041, also known as the “Call Report™),
a consolidated or fourth quarter Thrift
Financial Report, or a consolidated or
fourth quarter NCUA Call Report
(NCUA Form 5300 or 5310), or such
other financial regulatory report as may
be required—that aligns with the small
supervised lender’s or mortgagee’s fiscal
year end and that the small supervised
lender or mortgagee is required to
submit to their respective federal
banking agency.

(3) Requirement for audited financial
statement and other information based
on determination of heightened risk to
the FHA insurance fund. If the Secretary
determines that a small supervised
lender or mortgagee poses a heightened
risk to the FHA insurance fund, the
lender or mortgagee must provide upon
request, additional financial

documentation, up to and including an
audited financial statement, and other
information as the Secretary determines
necessary. The Secretary may determine
that a small supervised lender or
mortgagee poses a heightened risk to the
FHA insurance fund based upon, but
not limited to, one or more of the
following factors:

(i) Failing to provide required
financial submissions under
§ 202.6(c)(2) within the required 90-day
period following the lender’s or
mortgagee’s fiscal year end;

(ii) Maintaining insufficient adjusted
net worth or unrestricted liquid assets
as required by § 202.5(n);

(iii) Reporting opening cash and
equity balances that do not agree with
the prior year’s reported cash and equity
balances;

(iv) Experiencing an operating loss of
20 percent or greater of the lender’s or
mortgagee’s net worth for the annual
reporting period as governed by
§202.5(m)(1);

(v) Experiencing an increase in loan
volume over the prior 12-month period,
determined by the Secretary to be
significant;

(vi) Undertaking significant changes
to business operations, such as a merger
or acquisition; and

(vii) Other factors that the Secretary
considers appropriate in indicating a
heightened risk to the FHA insurance
fund.

Dated: March 25, 2013.
Carol J. Galante,

Assistant Secretary for Housing—Federal
Housing Commissioner.

[FR Doc. 2013—-09131 Filed 4-17-13; 8:45 am]
BILLING CODE 4210-67-P

DEPARTMENT OF THE TREASURY

Internal Revenue Service

26 CFR Part 1
[REG-154563-12]
RIN 1545-BL46

Reporting for Premium

AGENCY: Internal Revenue Service (IRS),
Treasury.

ACTION: Notice of proposed rulemaking
by cross-reference to temporary
regulations.

SUMMARY: In the Rules and Regulations
section of this issue of the Federal
Register, the IRS is issuing temporary
regulations relating to the reporting of
bond premium and acquisition
premium. The text of those regulations

also serves as the text of these proposed
regulations.

DATES: Written or electronic comments
must be received by July 17, 2013.
ADDRESSES: Send submissions to:
CC:PA:LPD:PR (REG-154563-12), room
5203, Internal Revenue Service, PO Box
7604, Ben Franklin Station, Washington,
DC 20044. Submissions may be hand-
delivered Monday through Friday
between the hours of 8 a.m. and 4 p.m.
to CC:PA:LPD:PR (REG-154563-12),
Courier’s Desk, Internal Revenue
Service, 1111 Constitution Avenue NW.,
Washington, DC, or sent electronically
via the Federal eRulemaking Portal at
www.regulations.gov (IRS REG-154563—
12).

FOR FURTHER INFORMATION CONTACT:
Concerning the proposed regulations,
Pamela Lew, (202) 622—3950;
concerning submissions of comments,
Oluwafunmilayo (Funmi) Taylor, (202)
622—-7180 (not toll-free numbers).

SUPPLEMENTARY INFORMATION:

Background and Explanation of
Provisions

Temporary regulations in the Rules
and Regulations section of this issue of
the Federal Register amend the Income
Tax Regulations (26 CFR part 1) relating
to section 6049. The temporary
regulations set forth information
reporting requirements related to bond
premium and acquisition premium. The
text of the temporary regulations also
serves as the text of these proposed
regulations.

Consideration of Administrative
Burdens Related to Basis Reporting

A number of commenters have
indicated that compliance with basis
reporting requirements and the use of
basis and other information reported by
brokers will require considerable
resources and effort on the part of return
preparers and information recipients.
The Treasury Department and the IRS
are continuing to review all aspects of
the information reporting process and
are exploring ways to reduce the
compliance burden for both brokers and
for information recipients.

Special Analyses

It has been determined that this notice
of proposed rulemaking is not a
significant regulatory action as defined
in Executive Order 12866, as
supplemented by Executive Order
13563. Therefore, a regulatory
assessment is not required. It also has
been determined that section 553(b) of
the Administrative Procedure Act (5
U.S.C. chapter 5) does not apply to these
regulations, and because the regulations
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do not impose a collection of
information on small entities, the
Regulatory Flexibility Act (5 U.S.C.
chapter 6) does not apply.
Pursuant to section 7805(f) of the
Internal Revenue Code, this notice of
proposed rulemaking has been
submitted to the Chief Counsel for
Advocacy of the Small Business
Administration for comment on its
impact on small businesses.

Comments and Request for Public
Hearing

Before these proposed regulations are
adopted as final regulations,
consideration will be given to any
written (a signed original and eight (8)
copies) or electronic comments that are
submitted timely to the IRS as
prescribed in the preamble under the
“ADDRESSES” heading. The Treasury
Department and the IRS welcome
comments on the clarity of the proposed
rules and how they can be made easier
to understand. All comments will be
available at www.regulations.gov for
public inspection and copying. A public
hearing may be scheduled if requested
in writing by any person that timely
submits written comments. If a public
hearing is scheduled, notice of the date,
time, and place for a public hearing will
be published in the Federal Register.

Drafting Information

The principal author of these
regulations is Pamela Lew, Office of
Associate Chief Counsel (Financial
Institutions and Products). However,
other personnel from the IRS and the
Treasury Department participated in
their development.

List of Subjects in 26 CFR Part 1

Income Taxes, Reporting and
recordkeeping requirements.

Proposed Amendments to the
Regulations

Accordingly, 26 CFR part 1 is
proposed to be amended as follows:

PART 1—INCOME TAXES

m Paragraph 1. The authority citation

for part 1 is amended by adding an entry
in numerical order to read in part as
follows:

Authority: 26 U.S.C. 7805 * * * Section
1.6049-9 also issued under 26 U.S.C. 6049(a).

m Par. 2. Section 1.6049-9 is added to
read as follows:

§1.6049-9 Premium subject to reporting
for a debt instrument acquired on or after
January 1, 2014.

[The text of proposed § 1.6049-9 is
the same as the text of § 1.6049-9T

published elsewhere in this issue of the
Federal Register].

Steven T. Miller,

Deputy Commissioner for Services and
Enforcement.

[FR Doc. 2013—09084 Filed 4-17-13; 8:45 am]
BILLING CODE 4830-01-P

ENVIRONMENTAL PROTECTION
AGENCY

40 CFR Part 721
[EPA-HQ-OPPT-2012-0740; FRL-9377-8]
RIN 2070-AB27

Proposed Significant New Use Rules
on Certain Chemical Substances

AGENCY: Environmental Protection
Agency (EPA).
ACTION: Proposed rule.

SUMMARY: EPA is proposing significant
new use rules (SNURs) under the Toxic
Substances Control Act (TSCA) for eight
chemical substances which were the
subject of premanufacture notices
(PMNs) P-11-327, P—11-328, P—11-329,
P-11-330, P-11-331, P-11-332, P-12—-
298, and P—12-299. This action would
require persons who intend to
manufacture, import, or process any of
the chemical substances for an activity
that is designated as a significant new
use by this proposed rule to notify EPA
at least 90 days before commencing that
activity. The required notification
would provide EPA with the
opportunity to evaluate the intended
use and, if necessary, to prohibit or limit
the activity before it occurs.

DATES: Comments must be received on
or before May 20, 2013.

ADDRESSES: Submit your comments,
identified by docket identification (ID)
number EPA-HQ-OPPT-2012-0740, by
one of the following methods:

e Federal eRulemaking Portal: http://
www.regulations.gov. Follow the online
instructions for submitting comments.

e Mail: Document Control Office
(7407M), Office of Pollution Prevention
and Toxics (OPPT), Environmental
Protection Agency, 1200 Pennsylvania
Ave., NW., Washington, DC 20460—
0001.

e Hand Delivery: OPPT Document
Control Office (DCO), EPA East Bldg.,
Rm. 6428, 1201 Constitution Ave. NW.,
Washington, DC. ATTN: Docket ID
Number EPA-HQ-OPPT-2012-0740.
The DCO is open from 8 a.m. to 4 p.m.,
Monday through Friday, excluding legal
holidays. The telephone number for the
DCO is (202) 564—8930. Such deliveries
are only accepted during the DCO’s

normal hours of operation, and special
arrangements should be made for
deliveries of boxed information.

Instructions: Direct your comments to
docket ID number EPA-HQ-OPPT—
2012-0740. EPA’s policy is that all
comments received will be included in
the docket without change and may be
made available online at http://
www.regulations.gov, including any
personal information provided, unless
the comment includes information
claimed to be Confidential Business
Information (CBI) or other information
whose disclosure is restricted by statute.
Do not submit information that you
consider to be CBI or otherwise
protected through regulations.gov or
email. The regulations.gov Web site is
an “anonymous access’’ system, which
means EPA will not know your identity
or contact information unless you
provide it in the body of your comment.
If you send an email comment directly
to EPA without going through
regulations.gov, your email address will
be automatically captured and included
as part of the comment that is placed in
the docket and made available on the
Internet. If you submit an electronic
comment, EPA recommends that you
include your name and other contact
information in the body of your
comment and with any disk or CD-ROM
you submit. If EPA cannot read your
comment due to technical difficulties
and cannot contact you for clarification,
EPA may not be able to consider your
comment. Electronic files should avoid
the use of special characters, any form
of encryption, and be free of any defects
or viruses.

Docket: All documents in the docket
are listed in the docket index available
at http://www.regulations.gov. Although
listed in the index, some information is
not publicly available, e.g., CBI or other
information whose disclosure is
restricted by statute. Certain other
material, such as copyrighted material,
will be publicly available only in hard
copy. Publicly available docket
materials are available electronically at
http://www.regulations.gov, or, if only
available in hard copy, at the OPPT
Docket. The OPPT Docket is located in
the EPA Docket Center (EPA/DC) at Rm.
3334, EPA West Bldg., 1301
Constitution Ave., NW., Washington,
DC. The EPA/DC Public Reading Room
hours of operation are 8:30 a.m. to 4:30
p.m., Monday through Friday, excluding
legal holidays. The telephone number of
the EPA/DC Public Reading Room is
(202) 566—1744, and the telephone
number for the OPPT Docket is (202)
566—0280. Docket visitors are required
to show photographic identification,
pass through a metal detector, and sign
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the EPA visitor log. All visitor bags are
processed through an X-ray machine
and subject to search. Visitors will be
provided an EPA/DC badge that must be
visible at all times in the building and
returned upon departure.

FOR FURTHER INFORMATION CONTACT: For
technical information contact: Kenneth
Moss, Chemical Control Division
(7405M), Office of Pollution Prevention
and Toxics, Environmental Protection
Agency, 1200 Pennsylvania Ave. NW.,
Washington, DC 20460-0001; telephone
number: (202) 564—9232; email address:
moss.kenneth@epa.gov.

For general information contact: The
TSCA-Hotline, ABVI-Goodwill, 422
South Clinton Ave., Rochester, NY
14620; telephone number: (202) 554—
1404; email address: TSCA-
Hotline@epa.gov.

SUPPLEMENTARY INFORMATION:
I. General Information
A. Does this action apply to me?

You may be potentially affected by
this action if you manufacture, import,
process, or use the chemical substances
contained in this proposed rule. The
following list of North American
Classification System (NAICS) codes is
not intended to be exhaustive, but rather
provides a guide to help readers
determine whether this document
applies to them. Potentially affected
entities may include:

e Manufacturers, importers, or
processors of one or more subject
chemical substances (NAICS codes 325
and 324110), e.g., chemical
manufacturing and petroleum refineries.

This action may also affect certain
entities through pre-existing import
certification and export notification
rules under TSCA. Chemical importers
are subject to the TSCA section 13 (15
U.S.C. 2612) import certification
requirements promulgated at 19 CFR
12.118 through 12.127; see also 19 CFR
127.28. Chemical importers must certify
that the shipment of the chemical
substance complies with all applicable
rules and orders under TSCA. Importers
of chemicals subject to a final SNUR
must certify their compliance with the
SNUR requirements. The EPA policy in
support of import certification appears
at 40 CFR part 707, subpart B. In
addition, any persons who export or
intend to export a chemical substance
that is the subject of a proposed or final
SNUR are subject to the export
notification provisions of TSCA section
12(b) (15 U.S.C. 2611(b)) (see § 721.20)
and must comply with the export
notification requirements in 40 CFR part
707, subpart D.

B. What should I consider as I prepare
my comments for EPA?

1. Submitting CBI. Do not submit this
information to EPA through
regulations.gov or email. Clearly mark
the part or all of the information that
you claim to be CBI. For CBI
information in a disk or CD-ROM that
you mail to EPA, mark the outside of the
disk or CD-ROM as CBI and then
identify electronically within the disk or
CD—-ROM the specific information that
is claimed as CBI. In addition to one
complete version of the comment that
includes information claimed as CBI, a
copy of the comment that does not
contain the information claimed as CBI
must be submitted for inclusion in the
public docket. Information so marked
will not be disclosed except in
accordance with procedures set forth in
40 CFR part 2.

2. Tips for preparing your comments.
When submitting comments, remember
to:

i. Identify the document by docket ID
number and other identifying
information (subject heading, Federal
Register date and page number).

ii. Follow directions. The Agency may
ask you to respond to specific questions
or organize comments by referencing a
Code of Federal Regulations (CFR) part
or section number.

iii. Explain why you agree or disagree;
suggest alternatives and substitute
language for your requested changes.

iv. Describe any assumptions and
provide any technical information and/
or data that you used.

v. If you estimate potential costs or
burdens, explain how you arrived at
your estimate in sufficient detail to
allow for it to be reproduced.

vi. Provide specific examples to
illustrate your concerns and suggest
alternatives.

vii. Explain your views as clearly as
possible, avoiding the use of profanity
or personal threats.

viii. Make sure to submit your
comments by the comment period
deadline identified.

II. Background
A. What action is the agency taking?

EPA is proposing these SNURs under
section 5(a)(2) of TSCA for eight
chemical substances which were the
subject of PMNs P-11-327, P-11-328,
P-11-329, P-11-330, P-11-331, P-11-
332, P-12-298, and P-12-299. These
SNURs would require persons who
intend to manufacture, import, or
process any of these chemical
substances for an activity that is
designated as a significant new use to

notify EPA at least 90 days before
commencing that activity.

In the Federal Register of November
2,2012 (77 FR 66149) (FRL-9366-7),
EPA issued direct final SNURs on these
eight chemical substances in accordance
with the procedures at § 721.160(c)(3)(i).
EPA received notices of intent to submit
adverse comments on these SNURs.
Therefore, as required by
§721.160(c)(3)(ii), EPA removed the
direct final SNURs in a separate
document, published in the Federal
Register of December 21, 2012 (77 FR
75566) (FRL 9373-8), and is now
issuing this proposed rule on the eight
chemical substances. The record for the
direct final SNURs on these chemical
substances was established as docket
number EPA-HQ-OPPT-2012-0740.
That record includes information
considered by the Agency in developing
the direct final rule and the notice of
intent to submit adverse comments.

B. What is the agency’s authority for
taking this action?

Section 5(a)(2) of TSCA (15 U.S.C.
2604(a)(2)) authorizes EPA to determine
that a use of a chemical substance is a
“significant new use.” EPA must make
this determination by rule after
considering all relevant factors,
including the four bulleted TSCA
section 5(a)(2) factors listed in Unit III.
Once EPA determines that a use of a
chemical substance is a significant new
use, TSCA section 5(a)(1)(B) requires
persons to submit a significant new use
notice (SNUN) to EPA at least 90 days
before they manufacture, import, or
process the chemical substance for that
use. Persons who must report are
described in § 721.5.

C. Applicability of General Provisions

General provisions for SNURs appear
in 40 CFR part 721, subpart A. These
provisions describe persons subject to
the rule, recordkeeping requirements,
exemptions to reporting requirements,
and applicability of the rule to uses
occurring before the effective date of the
rule. Provisions relating to user fees
appear at 40 CFR part 700. According to
§ 721.1(c), persons subject to these
SNURs must comply with the same
notice requirements and EPA regulatory
procedures as submitters of PMNs under
TSCA section 5(a)(1)(A). In particular,
these requirements include the
information submission requirements of
TSCA sections 5(b) and 5(d)(1), the
exemptions authorized by TSCA
sections 5(h)(1), (h)(2), (h)(3), and (h)(5),
and the regulations at 40 CFR part 720.
Once EPA receives a SNUN, EPA may
take regulatory action under TSCA
section 5(e), 5(f), 6, or 7 to control the
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activities for which it has received the
SNUN. If EPA does not take action, EPA
is required under TSCA section 5(g) to
explain in the Federal Register its
reasons for not taking action.

III. Significant New Use Determination

Section 5(a)(2) of TSCA states that
EPA’s determination that a use of a
chemical substance is a significant new
use must be made after consideration of
all relevant factors, including:

¢ The projected volume of
manufacturing and processing of a
chemical substance.

¢ The extent to which a use changes
the type or form of exposure of human
beings or the environment to a chemical
substance.

¢ The extent to which a use increases
the magnitude and duration of exposure
of human beings or the environment to
a chemical substance.

¢ The reasonably anticipated manner
and methods of manufacturing,
processing, distribution in commerce,
and disposal of a chemical substance.

In addition to these factors
enumerated in TSCA section 5(a)(2), the
statute authorized EPA to consider any
other relevant factors.

To determine what would constitute a
significant new use for the eight
chemical substances that are the subject
of this proposed rule, EPA considered
relevant information about the toxicity
of the chemical substances, likely
human exposures and environmental
releases associated with possible uses,
and the four bulleted TSCA section
5(a)(2) factors listed in this unit.

IV. Substances Subject to This Proposed
Rule

EPA is proposing significant new use
and recordkeeping requirements for
eight chemical substances in 40 CFR
part 721, subpart E. In this unit, EPA
provides the following information for
each chemical substance:

e PMN number.

e Chemical name (generic name, if
the specific name is claimed as CBI).

e Chemical Abstracts Service (CAS)
number (if assigned for non-confidential
chemical identities).

e Basis for the TSCA section 5(e)
consent order or, for non-section 5(e)
SNURs, the basis for the SNUR (i.e.,
SNURs without TSCA section 5(e)
consent orders).

e Tests recommended by EPA to
provide sufficient information to
evaluate the chemical substance (see
Unit VII. for more information).

e CFR citation assigned in the
regulatory text section of this proposed
rule.

The regulatory text section of this
proposed rule specifies the activities
designated as significant new uses.

This proposed rule includes PMN
substances P-11-327, P-11-328, P-11—
329, P-11-330, P-11-331, and P-11—
332, that are subject to a “risk-based”
consent order under TSCA section
5(e)(1)(A)(ii)(I) where EPA determined
that activities associated with the PMN
substances may present unreasonable
risk to human health or the
environment. This consent order
requires protective measures to limit
exposures or otherwise mitigate the
potential unreasonable risk. The so-
called “section 5(e) SNURs” on these
PMN substances are proposed pursuant
to § 721.160, and are based on and
consistent with the provisions in the
underlying consent order. The section
5(e) SNURs designate as a ‘“‘significant
new use” the absence of the protective
measures required in the corresponding
consent order.

This proposed rule also includes a
SNUR on PMN substances P—12-298
and P—12-299 that were not subject to
a consent order under TSCA section
5(e). In this case, EPA did not find that
the use scenario described in the PMNs
triggered the determinations set forth
under TSCA section 5(e). However, EPA
does believe that certain changes from
the use scenario described in the PMNs
could result in increased exposures,
thereby constituting a “‘significant new
use.” This so-called “non-section 5(e)
SNUR?” is proposed pursuant to
§ 721.170. EPA has determined that
every activity designated as a
“significant new use” in all non-section
5(e) SNURs issued under § 721.170
satisfies the two requirements stipulated
in § 721.170(c)(2), i.e., these significant
new use activities, ‘(i) are different from
those described in the premanufacture
notice for the substance, including any
amendments, deletions, and additions
of activities to the premanufacture
notice, and (ii) may be accompanied by
changes in exposure or release levels
that are significant in relation to the
health or environmental concerns
identified” for the PMN substance.

PMN Numbers P-11-327, P-11-328, P-
11-329, P-11-330, P-11-331, and P-11-
332

Chemical names: Distillates
(lignocellulosic), C5—-40 (P-11-327);
Paraffin waxes

(lignocellulosic) hydrotreated, C5—40-
branched, cyclic and linear (P-11—
328); Naphtha

(lignocellulosic), hydrotreated, C5-12-
branched, cyclic and linear (P-11-
329); Kerosene

(lignocellulosic), hydrotreated, C8—16-
branched, cyclic and linear (P-11-
330); Distillates

(lignocellulosic), hydrotreated, C8—26—
branched, cyclic, and linear (P—11—
331); and

Residual oils (lignocellulosic),
hydrotreated, C20—40- branched,
cyclic, and linear (P-11-332).

CAS numbers: 1267611-99-3 (P-11—
327), 1267611-06-2 (P-11-328),
1267611-35-7 (P-11-329), 1267611—
14-2 (P-11-330), 1267611-11-9 (P-11-
331), and 1267611-71-1 (P-11-332).

Effective date of TSCA section 5(e)
consent order: July 21, 2012.

Basis for TSCA section 5(e) consent
order: The PMN states that the generic
(non-confidential) uses of the PMN
substances will be as a distillation
feedstock after hydrotreatment (P-11—
327), as a feedstock (P-11-328), as a
blend-stock for conventional fossil fuels
(P-11-329, P-11-330, and P-11-331),
and use in a manner comparable to gas
oil as it is currently used in industry (P—
11-332). These PMNs are complex
mixtures and have been assessed based
on the toxic components within their
mixture. The most important and
primary component present is benzene.
Based on this analysis, EPA identified
concerns for oncogenicity,
immunosuppression, and skin
sensitization (defatting of the skin
tissue) to workers exposed to the PMN
substances. The EPA Maximum
Contaminant Level for benzene in
drinking water is 5 parts per billion
(ppb). The PMNs’ New Chemical
Exposure Limit (NCEL) is 0.32
milligram/cubic meter (mg/m3) as an 8-
hour time-weighted average. In
addition, based on ecological structure
activity relationship (EcoSAR) analysis
of test data on analogous neutral
organics, EPA predicts toxicity to
aquatic organisms may occur at
concentrations that exceed 82 ppb for
each of the following: P-11-329 and P-
11-331, and 180 ppb for each of the
following: P-11-327, P-11-328, P-11—
330, and P-11-332. However, EPA does
not expect risk to aquatic organisms at
the expected levels and duration of
exposure as described in the PMNs. The
consent order was issued under TSCA
sections 5(e)(1)(A)@1) and 5(e)(1)(A)@{E1)(I)
based on a finding that these substances
may present an unreasonable risk of
injury to human health and the
environment. To protect against these
risks, the consent order requires:

1. Use of personal protective
equipment including dermal protection
when there is potential dermal exposure
and a National Institute for
Occupational Safety and Health
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(NIOSH)-certified respirator with an
assigned protection factor (APF) of at
least 10,000, or compliance with a NCEL
of 0.32 mg/m? as an 8-hour time-
weighted average when there is
potential inhalation exposure.

2. No use of the substances resulting
in surface water concentrations
exceeding 5 ppb of the combination of
these PMN substances.

3. Establishment and use of a hazard
communication program. The SNUR
designates as a “‘significant new use”
the absence of these protective
measures.

Recommended testing: EPA has
determined that a combined chronic
toxicity/carcinogenicity test (OPPTS
Test Guideline 870.4300); a daphnid
chronic toxicity test (OPPTS Test
Guideline 850.1300); and fish early-life
stage toxicity test (OPPTS Test
Guideline 850.1400) would help
characterize the human health and
environmental effects of the PMN
substances. The order does not require
submission of the testing at any
specified time or production volume.
However, the order’s restrictions on
manufacture, import, processing,
distribution in commerce, use, and
disposal will remain in effect until the
order is modified or revoked by EPA
based on submission of that or other
relevant information.

CFR citations: 40 CFR 721.10612 (P—
11-327); 721.10613 (P-11-328);
721.10614 (P-11-329); 721.10615 (P—
11-330); 721.10616 (P-11-331); and
721.10617 (P-11-332).

PMN Numbers P-12-298 and P-12-299

Chemical name: Vinylidene ester
(generic).

CAS number: Not available.

Basis for action: The PMNs state that
the generic uses of the substances will
be adhesives. Based on EcoSAR analysis
of test data on analogous esters, EPA
predicts toxicity to aquatic organisms
may occur at concentrations that exceed
7 ppb of the PMN substances in surface
waters for greater than 20 days per year.
This 20-day criterion is derived from
partial life cycle tests (daphnid chronic
and fish early-life stage tests) that
typically range from 21 to 28 days in
duration. EPA predicts toxicity to
aquatic organisms may occur if releases
of the PMN substances to surface water
exceed releases from the use described
in the PMNs. For the described use in
the PMNs, significant environmental
releases are not expected because
environmental releases did not result in
surface water concentrations exceeding
7 ppb for more than 20 days per year.
Therefore, EPA has not determined that
the proposed manufacturing,

processing, or use of the substances may
present an unreasonable risk. EPA has
determined, however, that combined
production volume of the two PMN
substances exceeding 20,000 kilograms
per year could result in exposures
which may cause significant adverse
environmental effects. Based on this
information, the PMN substances meet
the concern criteria at
§721.170(b)(4)(ii).

Recommended testing: EPA has
determined that the results of a fish
acute toxicity test, freshwater and
marine (OPPTS Test Guidelines
850.1075); an aquatic invertebrate acute
toxicity test, freshwater daphnids
(OPPTS Test Guidelines 850.1010); and
an algal toxicity test (OCSPP Test
Guideline 850.4500) would help
characterize the environmental effects of
the PMN substances.

CFR citation: 40 CFR 721.10623.

V. Rationale and Objectives of the
Proposed Rule

A. Rationale

During review of the PMNs submitted
for the eight chemical substances that
are subject to these proposed SNURs,
EPA concluded that for six of the
substances, regulation was warranted
under TSCA section 5(e), pending the
development of information sufficient to
make reasoned evaluations of the health
and environmental effects of the
chemical substances. For two of the
eight substances, where the uses are not
regulated under a TSCA section 5(e)
consent order, EPA determined that one
or more of the criteria of concern
established at § 721.170 were met. The
basis for these findings is outlined in
Unit IV.

B. Objectives

EPA is proposing these SNURs for
specific chemical substances that have
undergone premanufacture review
because the Agency wants to achieve
the following objectives with regard to
the significant new uses designated in
this proposed rule:

e EPA would receive notice of any
person’s intent to manufacture, import,
or process a listed chemical substance
for the described significant new use
before that activity begins.

¢ EPA would have an opportunity to
review and evaluate data submitted in a
SNUN before the notice submitter
begins manufacturing, importing, or
processing a listed chemical substance
for the described significant new use.

e EPA would be able to regulate
prospective manufacturers, importers,
or processors of a listed chemical
substance before the described

significant new use of that chemical
substance occurs, provided that
regulation is warranted pursuant to
TSCA sections 5(e), 5(f), 6, or 7.

e EPA would ensure that all
manufacturers, importers, and
processors of the same chemical
substance that is subject to a TSCA
section 5(e) consent order are subject to
similar requirements.

Issuance of a SNUR for a chemical
substance does not signify that the
chemical substance is listed on the
TSCA Chemical Substance Inventory
(TSCA Inventory). Guidance on how to
determine if a chemical substance is on
the TSCA Inventory is available on the
Internet at http://www.epa.gov/opptintr/
existingchemicals/pubs/tscainventory/
index.html.

VI. Applicability of the Significant New
Use Designation

To establish a significant new use,
EPA must determine that the use is not
ongoing. The chemical substances
subject to this proposed rule have
undergone premanufacture review. In
cases where EPA has not received a
notice of commencement (NOC) and the
chemical substance has not been added
to the TSCA Inventory, no person may
commence such activities without first
submitting a PMN. Therefore, for
chemical substances for which an NOC
has not been submitted EPA concludes
that the designated significant new uses
are not ongoing.

When chemical substances identified
in this proposed rule are added to the
TSCA Inventory, EPA recognizes that,
before the final rule is issued, other
persons might engage in a use that has
been identified as a significant new use.
However, TSCA section 5(e) consent
orders have been issued for six of the
eight chemical substances, and the PMN
submitters are prohibited by the TSCA
section 5(e) consent orders from
undertaking activities which would be
designated as significant new uses. The
other two chemical substances
contained in this proposed rule are not
regulated with TSCA section 5(e)
consent orders. The identities of these
two chemical substances have been
claimed as confidential, and EPA has
received no post-PMN bona fide
submissions (per § 720.25 and § 721.11).
Based on this, the Agency believes that
it is highly unlikely that any of the
significant new uses described in the
regulatory text of this proposed rule are
ongoing.

If uses begun after the direct final rule
was published on November 2, 2012,
were considered ongoing rather than
new, any person could defeat the SNUR
by initiating the significant new use
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before the final rule was issued.
Therefore EPA designates November 2,
2012 as the cutoff date for determining
whether the new use is ongoing. Persons
who begin commercial manufacture,
import, or processing of the chemical
substances for a significant new use
identified as of that date would have to
cease any such activity upon the
effective date of the final rule. To
resume their activities, these persons
would have to first comply with all
applicable SNUR notification
requirements and wait until the notice
review period, including any
extensions, expires. If such a person met
the conditions of advance compliance
under § 721.45(h), the person would be
considered exempt from the
requirements of the SNUR. Consult the
Federal Register document of April 24,
1990 (55 FR 17376) for a more detailed
discussion of the cutoff date for ongoing
uses.

VII. Test Data and Other Information

EPA recognizes that TSCA section 5
does not require developing any
particular test data before submission of
a SNUN. The two exceptions are:

1. Development of test data is
required where the chemical substance
subject to the SNUR is also subject to a
test rule under TSCA section 4 (see
TSCA section 5(b)(1)).

2. Development of test data may be
necessary where the chemical substance
has been listed under TSCA section
5(b)(4) (see TSCA section 5(b)(2)).

In the absence of a TSCA section 4
test rule or a TSCA section 5(b)(4)
listing covering the chemical substance,
persons are required only to submit test
data in their possession or control and
to describe any other data known to or
reasonably ascertainable by them (see
§ 720.50). However, upon review of
PMNs and SNUNSs, the Agency has the
authority to require appropriate testing.
In cases where EPA issued a TSCA
section 5(e) consent order that requires
or recommends certain testing, Unit IV.
lists those tests. Unit IV. also lists
recommended testing for non-5(e)
SNURSs. Descriptions of tests are
provided for informational purposes.
EPA strongly encourages persons, before
performing any testing, to consult with
the Agency pertaining to protocol
selection. To access the OCSPP test
guidelines referenced in this document
electronically, please go to http://
www.epa.gov/ocspp and select “Test
Methods and Guidelines.”

The recommended tests specified in
Unit IV. may not be the only means of
addressing the potential risks of the
chemical substance. However,
submitting a SNUN without any test

data may increase the likelihood that
EPA will take action under TSCA
section 5(e), particularly if satisfactory
test results have not been obtained from
a prior PMN or SNUN submitter. EPA
recommends that potential SNUN
submitters contact EPA early enough so
that they will be able to conduct the
appropriate tests.

SNUN submitters should be aware
that EPA will be better able to evaluate
SNUNSs which provide detailed
information on the following:

e Human exposure and
environmental release that may result
from the significant new use of the
chemical substances.

o Potential benefits of the chemical
substances.

¢ Information on risks posed by the
chemical substances compared to risks
posed by potential substitutes.

VIII. SNUN Submissions

According to § 721.1(c), persons
submitting a SNUN must comply with
the same notice requirements and EPA
regulatory procedures as persons
submitting a PMN, including
submission of test data on health and
environmental effects as described in
§720.50. SNUNs must be submitted on
EPA Form No. 7710-25, generated using
e—PMN software, and submitted to the
Agency in accordance with the
procedures set forth in §§ 720.40 and
721.25. E-PMN software is available
electronically at http://www.epa.gov/
opptintr/newchems.

IX. Economic Analysis

EPA has evaluated the potential costs
of establishing SNUN requirements for
potential manufacturers, importers, and
processors of the chemical substances
during the development of the direct
final rule. EPA’s complete economic
analysis is available in the docket under
docket ID number EPA-HQ-OPPT-
2012-0740.

X. Statutory and Executive Order
Reviews

A. Executive Order 12866

This proposed rule would establish
SNUREs for eight chemical substances
that were the subject of PMNs, and in
six cases, a TSCA section 5(e) consent
order. The Office of Management and
Budget (OMB) has exempted these types
of actions from review under Executive
Order 12866, entitled Regulatory
Planning and Review (58 FR 51735,
October 4, 1993).

B. Paperwork Reduction Act (PRA)

According to the PRA, 44 U.S.C. 3501
et seq., an Agency may not conduct or
sponsor, and a person is not required to

respond to a collection of information
that requires OMB approval under PRA,
unless it has been approved by OMB
and displays a currently valid OMB
control number. The OMB control
numbers for EPA’s regulations in title 40
of the CFR, after appearing in the
Federal Register, are listed in 40 CFR
part 9, and included on the related
collection instrument or form, if
applicable. EPA would amend the table
in 40 CFR part 9 to list the OMB
approval number for the information
collection requirements contained in
this proposed rule, if the SNUR is
subsequently issued as a final rule. This
listing of the OMB control numbers and
their subsequent codification in the CFR
satisfies the display requirements of
PRA and OMB’s implementing
regulations at 5 CFR part 1320. This
Information Collection Request (ICR)
was previously subject to public notice
and comment prior to OMB approval,
and given the technical nature of the
table, EPA finds that further notice and
comment to amend it is unnecessary. As
aresult, EPA finds that there is “good
cause’ under section 553(b)(3)(B) of the
Administrative Procedure Act, 5 U.S.C.
553(b)(3)(B), to amend this table without
further notice and comment.

The information collection
requirements related to this action have
already been approved by OMB
pursuant to PRA under OMB control
number 2070-0012 (EPA ICR No. 574).
This action would not impose any
burden requiring additional OMB
approval. If an entity were to submit a
SNUN to the Agency, the annual burden
is estimated to average between 30 and
170 hours per response. This burden
estimate includes the time needed to
review instructions, search existing data
sources, gather and maintain the data
needed, and complete, review, and
submit the required SNUN.

Send any comments about the
accuracy of the burden estimate, and
any suggested methods for minimizing
respondent burden, including through
the use of automated collection
techniques, to the Director, Collection
Strategies Division, Office of
Environmental Information (2822T),
Environmental Protection Agency, 1200
Pennsylvania Ave., NW., Washington,
DC 20460-0001. Please remember to
include the OMB control number in any
correspondence, but do not submit any
completed forms to this address.

C. Regulatory Flexibility Act (RFA)

On February 18, 2012, EPA certified
pursuant to RFA section 605(b) (5 U.S.C.
601 et seq.), that promulgation of a
SNUR does not have a significant
economic impact on a substantial
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number of small entities where the
following are true:

1. A significant number of SNUNs
would not be submitted by small
entities in response to the SNUR.

2. The SNUR submitted by any small
entity would not cost significantly more
than $8,300. A copy of that certification
is available in the docket for this
proposed rule.

This proposed rule is within the
scope of the February 18, 2012
certification. Based on the Economic
Analysis discussed in Unit IX. and
EPA’s experience promulgating SNURs
(discussed in the certification), EPA
believes that the following are true:

e A significant number of SNUNs
would not be submitted by small
entities in response to the SNUR.

e Submission of the SNUN would not
cost any small entity significantly more
than $8,300.

Therefore, the promulgation of these
SNURs would not have a significant
economic impact on a substantial
number of small entities.

D. Unfunded Mandates Reform Act
(UMRA)

Based on EPA’s experience with
proposing and finalizing SNURs, State,
local, and Tribal governments have not
been impacted by these rulemakings,
and EPA does not have any reasons to
believe that any State, local, or Tribal
government would be impacted by this
proposed rule. As such, EPA has
determined that this proposed rule
would not impose any enforceable duty,
contain any unfunded mandate, or
otherwise have any effect on small
governments subject to the requirements
of UMRA sections 202, 203, 204, or 205
(2 U.S.C. 1501 et seq.).

E. Executive Order 13132

This action would not have a
substantial direct effect on 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, as specified in
Executive Order 13132, entitled
Federalism (64 FR 43255, August 10,
1999).

F. Executive Order 13175

This proposed rule would not have
Tribal implications because it is not
expected to have substantial direct
effects on Indian Tribes. This proposed
rule would not significantly nor
uniquely affect the communities of
Indian Tribal governments, nor would it
involve or impose any requirements that
affect Indian Tribes. Accordingly, the
requirements of Executive Order 13175,

entitled Consultation and Coordination
with Indian Tribal Governments (65 FR
67249, November 9, 2000), do not apply
to this proposed rule.

G. Executive Order 13045

This action is not subject to Executive
Order 13045, entitled Protection of
Children from Environmental Health
Risks and Safety Risks (62 FR 19885,
April 23, 1997), because this is not an
economically significant regulatory
action as defined by Executive Order
12866, and this action does not address
environmental health or safety risks
disproportionately affecting children.

H. Executive Order 13211

This proposed rule is not subject to
Executive Order 13211, entitled Actions
Concerning Regulations That
Significantly Affect Energy Supply,
Distribution, or Use (66 FR 28355, May
22, 2001), because this action is not
expected to affect energy supply,
distribution, or use and because this
action is not a significant regulatory
action under Executive Order 12866.

I. National Technology Transfer and
Advancement Act (NTTAA)

In addition, since this action would
not involve any technical standards the
National Technology Transfer and
Advancement Act (NTTAA), section
12(d) (15 U.S.C. 272 note), would not
apply to this action.

J. Executive Order 12898

This action does not entail special
considerations of environmental justice
related issues as delineated by
Executive Order 12898, entitled Federal
Actions to Address Environmental
Justice in Minority Populations and
Low-Income Populations (59 FR 7629,
February 16, 1994).

List of Subjects in 40 CFR Part 721

Environmental protection, Chemicals,
Hazardous substances, Reporting and
recordkeeping requirements.

Dated: April 12, 2013.

Maria J. Doa,

Director, Chemical Control Division, Office
of Pollution Prevention and Toxics.

Therefore, it is proposed that 40 CFR
part 721 be amended as follows:

PART 721—[AMENDED]

m 1. The authority citation for part 721
continues to read as follows:

Authority: 15 U.S.C. 2604, 2607, and
2625(c).

m 2. Add § 721.10612 to subpart E to
read as follows:

§721.10612 Distillates (lignocellulosic),
C5-40.

(a) Chemical substance and
significant new uses subject to reporting.
(1) The chemical substance identified as
distillates (lignocellulosic), C5—-40 (PMN
P-11-327; CAS No. 1267611-99-3) is
subject to reporting under this section
for the significant new uses described in
paragraph (a)(2) of this section.

(2) The significant new uses are:

(i) Protection in the workplace.
Requirements as specified in
§721.63(a)(1), (a)(3), (a)(4), (a)(6), (b)
(concentration set at 0.1 percent), and
(c). When determining which persons
are reasonably likely to be exposed as
required for § 721.63(a)(1) and (a)(4),
engineering control measures (e.g.,
enclosure or confinement of the
operation, general and local ventilation)
or administrative control measures (e.g.,
workplace policies and procedures)
shall be considered and implemented to
prevent exposure, where feasible. The
following National Institute for
Occupational Safety and Health
(NIOSH)-certified respirators with an
assigned protection factor (APF) of
10,000 meet the minimum requirements
for § 721.63(a)(4): Any NIOSH-certified
pressure-demand or other positive
pressure mode (e.g., open/closed circuit)
self-contained breathing apparatus
(SCBA) equipped with a hood or helmet
or a full facepiece.

(A) As an alternative to the respiratory
requirements listed in paragraph (a)(2)(i)
of this section, a manufacturer,
importer, or processor may choose to
follow the new chemical exposure limit
(NCEL) provisions listed in the TSCA
section 5(e) consent order for this
substance. The NCEL is 0.32 milligram/
cubic meter (mg/m?3) as an 8-hour time-
weighted average. Persons who wish to
pursue NCELs as an alternative to the
§ 721.63 respirator requirements may
request to do so under § 721.30. Persons
whose § 721.30 requests to use the
NCELs approach are approved by EPA
will receive NCELs provisions
comparable to those contained in the
corresponding section 5(e) consent
order.

(B) [Reserved]

(ii) Hazard communication program.
Requirements as specified in
§721.72(a), (b), (c), (d), (e)
(concentration set at 0.1 percent), (f),
and (g).

(iii) Release to water. Requirements as
specified in § 721.90 (a)(4), (b)(4), and
(c)(4) (where N=5 and 5 is an aggregate
of releases for the following substances:
Distillates (lignocellulosic), C5—40
(PMN P-11-327; CAS No. 1267611-99—
3); paraffin waxes (lignocellulosic)
hydrotreated, C5—40-branched, cyclic
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and linear (PMN P-11-328; CAS No.
1267611-06-2); naphtha
(lignocellulosic), hydrotreated, C5-12-
branched, cyclic and linear (PMN P-11-
329; CAS No. 1267611-35-7); kerosene
(lignocellulosic), hydrotreated, C8—16-
branched, cyclic and linear (PMN P-11-
330; CAS No. 1267611-14-2); distillates
(lignocellulosic), hydrotreated, C8—26-
branched, cyclic, and linear (PMNP-11—
331; CAS No. 1267611-11-9); and
residual oils (lignocellulosic),
hydrotreated, C20—-40-branched, cyclic,
and linear (PMN P-11-332; CAS No.
1267611-71-1)).

(b) Specific requirements. The
provisions of subpart A of this part
apply to this section except as modified
by this paragraph.

(1) Recordkeeping. Recordkeeping
requirements as specified in § 721.125
(a) through (h) and (k) are applicable to
manufacturers, importers, and
processors of this substance.

(2) Limitations or revocation of
certain notification requirements. The
provisions of § 721.185 apply to this
section.

m 3. Add § 721.10613 to subpart E to
read as follows:

§721.10613 Paraffin waxes
(lignocellulosic) hydrotreated, C5-40-
branched, cyclic and linear.

(a) Chemical substance and
significant new uses subject to reporting.
(1) The chemical substance identified as
paraffin waxes (lignocellulosic)
hydrotreated, C5-40-branched, cyclic
and linear (PMN P-11-328; CAS No.
1267611-06-2) is subject to reporting
under this section for the significant
new uses described in paragraph (a)(2)
of this section.

(2) The significant new uses are:

(i) Protection in the workplace.
Requirements as specified in
§721.63(a)(1), (a)(3), (a)(4), (a)(6), (b)
(concentration set at 0.1 percent), and
(c). When determining which persons
are reasonably likely to be exposed as
required for § 721.63(a)(1) and (a)(4),
engineering control measures (e.g.,
enclosure or confinement of the
operation, general and local ventilation)
or administrative control measures (e.g.,
workplace policies and procedures)
shall be considered and implemented to
prevent exposure, where feasible. The
following National Institute for
Occupational Safety and Health
(NIOSH)-certified respirators with an
assigned protection factor (APF) of
10,000 meet the minimum requirements
for § 721.63(a)(4): Any NIOSH-certified
pressure-demand or other positive
pressure mode (e.g., open/closed circuit)
self-contained breathing apparatus

(SCBA) equipped with a hood or helmet
or a full facepiece.

(A) As an alternative to the respiratory
requirements listed in paragraph (a)(2)(i)
of this section, a manufacturer,
importer, or processor may choose to
follow the new chemical exposure limit
(NCEL) provisions listed in the TSCA
section 5(e) consent order for this
substance. The NCEL is 0.32 milligram/
cubic meter (mg/ms3) as an 8-hour time-
weighted average. Persons who wish to
pursue NCELs as an alternative to the
§ 721.63 respirator requirements may
request to do so under § 721.30. Persons
whose § 721.30 requests to use the
NCELs approach are approved by EPA
will receive NCELs provisions
comparable to those contained in the
corresponding section 5(e) consent
order.

(B) [Reserved]

(ii) Hazard communication program.
Requirements as specified in
§721.72(a), (b), (c), (d), (e)
(concentration set at 0.1 percent), (f),
and (g).

(iii) Release to water. Requirements as
specified in § 721.90(a)(4), (b)(4), and
(c)(4) (where N=5 and 5 is an aggregate
of releases for the following substances:
Distillates (lignocellulosic), C5—40
(PMN P-11-327; CAS No. 1267611-99—
3); paraffin waxes (lignocellulosic)
hydrotreated, C5—-40-branched, cyclic
and linear (PMN P-11-328; CAS No.
1267611-06—2); naphtha
(lignocellulosic), hydrotreated, C5-12-
branched, cyclic and linear (PMN P-11—
329; CAS No. 1267611-35-7); kerosene
(lignocellulosic), hydrotreated, C8—16-
branched, cyclic and linear (PMN P-11-
330; CAS No. 1267611-14-2); distillates
(lignocellulosic), hydrotreated, C8-26-
branched, cyclic, and linear (PMN P-
11-331; CAS No. 1267611-11-9); and
residual oils (lignocellulosic),
hydrotreated, C20—40-branched, cyclic,
and linear (PMN P-11-332; CAS No.
1267611-71-1)).

(b) Specific requirements. The
provisions of subpart A of this part
apply to this section except as modified
by this paragraph.

(1) Recordkeeping. Recordkeeping
requirements as specified in § 721.125
(a) through (h) and (k) are applicable to
manufacturers, importers, and
processors of this substance.

(2) Limitations or revocation of
certain notification requirements. The
provisions of § 721.185 apply to this
section.

m 4. Add §721.10614 to subpart E to
read as follows:

§721.10614 Naphtha (lignocellulosic),
hydrotreated, C5-12-branched, cyclic and
linear.

(a) Chemical substance and
significant new uses subject to reporting.
(1) The chemical substance identified as
naphtha (lignocellulosic), hydrotreated,
C5-12-branched, cyclic and linear (PMN
P-11-329; CAS No. 1267611-35-7) is
subject to reporting under this section
for the significant new uses described in
paragraph (a)(2) of this section.

(2) The significant new uses are:

(i) Protection in the workplace.
Requirements as specified in § 721.63
(a)(1), (a)(3), (a)(4), (a)(6), (b)
(concentration set at 0.1 percent), and
(c). When determining which persons
are reasonably likely to be exposed as
required for § 721.63 (a)(1) and (a)(4),
engineering control measures (e.g.,
enclosure or confinement of the
operation, general and local ventilation)
or administrative control measures (e.g.,
workplace policies and procedures)
shall be considered and implemented to
prevent exposure, where feasible. The
following National Institute for
Occupational Safety and Health
(NIOSH)-certified respirators with an
assigned protection factor (APF) of
10,000 meet the minimum requirements
for § 721.63(a)(4): Any NIOSH-certified
pressure-demand or other positive
pressure mode (e.g., open/closed circuit)
self-contained breathing apparatus
(SCBA) equipped with a hood or helmet
or a full facepiece.

(A) As an alternative to the respiratory
requirements listed in paragraph (a)(2)(i)
of this section, a manufacturer,
importer, or processor may choose to
follow the new chemical exposure limit
(NCEL) provisions listed in the TSCA
section 5(e) consent order for this
substance. The NCEL is 0.32 milligram/
cubic meter (mg/m3) as an 8-hour time-
weighted average. Persons who wish to
pursue NCELs as an alternative to the
§721.63 respirator requirements may
request to do so under § 721.30. Persons
whose § 721.30 requests to use the
NCELs approach are approved by EPA
will receive NCELs provisions
comparable to those contained in the
corresponding section 5(e) consent
order.

(B) [Reserved]

(ii) Hazard communication program.
Requirements as specified in § 721.72
(a), (b), (c), (d), (e) (concentration set at
0.1 percent), (), and (g).

(iii) Release to water. Requirements as
specified in § 721.90(a)(4), (b)(4), and
(c)(4) (where N=5 and 5 is an aggregate
of releases for the following substances:
Distillates (lignocellulosic), C5—40
(PMN P-11-327; CAS No. 1267611-99—
3); paraffin waxes (lignocellulosic)
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hydrotreated, C5-40-branched, cyclic
and linear (PMN P-11-328; CAS No.
1267611-06-2); naphtha
(lignocellulosic), hydrotreated, C5-12-
branched, cyclic and linear (PMN P-11-
329; CAS No. 1267611-35-7); kerosene
(lignocellulosic), hydrotreated, C8—16-
branched, cyclic and linear (PMN P-11-
330; CAS No. 1267611-14-2); distillates
(lignocellulosic), hydrotreated, C8—26-
branched, cyclic, and linear (PMN P-
11-331; CAS No. 1267611-11-9); and
residual oils (lignocellulosic),
hydrotreated, C20—40-branched, cyclic,
and linear (PMN P-11-332; CAS No.
1267611-71-1)).

(b) Specific requirements. The
provisions of subpart A of this part
apply to this section except as modified
by this paragraph.

(1) Recordkeeping. Recordkeeping
requirements as specified in § 721.125
(a) through (h) and (k) are applicable to
manufacturers, importers, and
processors of this substance.

(2) Limitations or revocation of
certain notification requirements. The
provisions of § 721.185 apply to this
section.

m 5. Add § 721.10615 to subpart E to
read as follows:

§721.10615 Kerosene (lignocellulosic),
hydrotreated, C8-16-branched, cyclic and
linear.

(a) Chemical substance and
significant new uses subject to reporting.
(1) The chemical substance identified as
kerosene (lignocellulosic), hydrotreated,
C8-16-branched, cyclic and linear (PMN
P-11-330; CAS No. 1267611-14-2) is
subject to reporting under this section
for the significant new uses described in
paragraph (a)(2) of this section.

(2) The significant new uses are:

(i) Protection in the workplace.
Requirements as specified in
§721.63(a)(1), (a)(3), (a)(4), (a)(6), (b)
(concentration set at 0.1 percent), and
(c). When determining which persons
are reasonably likely to be exposed as
required for § 721.63(a)(1) and (a)(4),
engineering control measures (e.g.,
enclosure or confinement of the
operation, general and local ventilation)
or administrative control measures (e.g.,
workplace policies and procedures)
shall be considered and implemented to
prevent exposure, where feasible. The
following National Institute for
Occupational Safety and Health
(NIOSH)-certified respirators with an
assigned protection factor (APF) of
10,000 meet the minimum requirements
for § 721.63(a)(4): Any NIOSH-certified
pressure-demand or other positive
pressure mode (e.g., open/closed circuit)
self-contained breathing apparatus

(SCBA) equipped with a hood or helmet
or a full facepiece.

(A) As an alternative to the respiratory
requirements listed in paragraph (a)(2)(i)
of this section, a manufacturer,
importer, or processor may choose to
follow the new chemical exposure limit
(NCEL) provisions listed in the TSCA
section 5(e) consent order for this
substance. The NCEL is 0.32 milligram/
cubic meter (mg/ms3) as an 8-hour time-
weighted average. Persons who wish to
pursue NCELs as an alternative to the
§ 721.63 respirator requirements may
request to do so under § 721.30. Persons
whose § 721.30 requests to use the
NCELs approach are approved by EPA
will receive NCELs provisions
comparable to those contained in the
corresponding section 5(e) consent
order.

(B) [Reserved]

(ii) Hazard communication program.
Requirements as specified in
§721.72(a), (b), (c), (d), (e)
(concentration set at 0.1 percent), (f),
and (g).

(iii) Release to water. Requirements as
specified in § 721.90(a)(4), (b)(4), and
(c)(4) (where N=5 and 5 is an aggregate
of releases for the following substances:
Distillates (lignocellulosic), C5—40
(PMN P-11-327; CAS No. 1267611-99—
3); paraffin waxes (lignocellulosic)
hydrotreated, C5—-40-branched, cyclic
and linear (PMN P-11-328; CAS No.
1267611-06—2); naphtha
(lignocellulosic), hydrotreated, C5-12-
branched, cyclic and linear (PMN P-11—
329; CAS No. 1267611-35-7); kerosene
(lignocellulosic), hydrotreated, C8—16-
branched, cyclic and linear (PMN P-11-
330; CAS No. 1267611-14-2); distillates
(lignocellulosic), hydrotreated, C8-26-
branched, cyclic, and linear (PMN P-
11-331; CAS No. 1267611-11-9); and
residual oils (lignocellulosic),
hydrotreated, C20—40-branched, cyclic,
and linear (PMN P-11-332; CAS No.
1267611-71-1)).

(b) Specific requirements. The
provisions of subpart A of this part
apply to this section except as modified
by this paragraph.

(1) Recordkeeping. Recordkeeping
requirements as specified in § 721.125
(a) through (h) and (k) are applicable to
manufacturers, importers, and
processors of this substance.

(2) Limitations or revocation of
certain notification requirements. The
provisions of § 721.185 apply to this
section.

m 6. Add §721.10616 to subpart E to
read as follows:

§721.10616 Distillates (lignocellulosic),
hydrotreated, C8-26-branched, cyclic, and
linear.

(a) Chemical substance and
significant new uses subject to reporting.
(1) The chemical substance identified as
distillates (lignocellulosic),
hydrotreated, C8—26-branched, cyclic,
and linear (PMN P-11-331; CAS No.
1267611-11-9) is subject to reporting
under this section for the significant
new uses described in paragraph (a)(2)
of this section.

(2) The significant new uses are:

(i) Protection in the workplace.
Requirements as specified in
§721.63(a)(1), (a)(3), (a)(4), (a)(6), (b)
(concentration set at 0.1 percent), and
(c). When determining which persons
are reasonably likely to be exposed as
required for § 721.63(a)(1) and (a)(4),
engineering control measures (e.g.,
enclosure or confinement of the
operation, general and local ventilation)
or administrative control measures (e.g.,
workplace policies and procedures)
shall be considered and implemented to
prevent exposure, where feasible. The
following National Institute for
Occupational Safety and Health
(NIOSH)-certified respirators with an
assigned protection factor (APF) of
10,000 meet the minimum requirements
for § 721.63(a)(4): Any NIOSH-certified
pressure-demand or other positive
pressure mode (e.g., open/closed circuit)
self-contained breathing apparatus
(SCBA) equipped with a hood or helmet
or a full facepiece.

(A) As an alternative to the respiratory
requirements listed in paragraph (a)(2)(i)
of this section, a manufacturer,
importer, or processor may choose to
follow the new chemical exposure limit
(NCEL) provisions listed in the TSCA
section 5(e) consent order for this
substance. The NCEL is 0.32 milligram/
cubic meter (mg/m3) as an 8-hour time-
weighted average. Persons who wish to
pursue NCELs as an alternative to the
§ 721.63 respirator requirements may
request to do so under § 721.30. Persons
whose § 721.30 requests to use the
NCELs approach are approved by EPA
will receive NCELs provisions
comparable to those contained in the
corresponding section 5(e) consent
order.

(B) [Reserved]

(ii) Hazard communication program.
Requirements as specified in § 721.72
(a), (b), (c), (d), (e) (concentration set at
0.1 percent), (f), and (g).

(iii) Release to water. Requirements as
specified in § 721.90 (a)(4), (b)(4), and
(c)(4) (where N=5 and 5 is an aggregate
of releases for the following substances:
Distillates (lignocellulosic), C5—40
(PMN P-11-327; CAS No. 1267611-99-
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3); paraffin waxes (lignocellulosic)
hydrotreated, C5—40-branched, cyclic
and linear (PMN P-11-328; CAS No.
1267611-06-2); naphtha
(lignocellulosic), hydrotreated, C5—12-
branched, cyclic and linear (PMN P-11-
329; CAS No. 1267611-35-7); kerosene
(lignocellulosic), hydrotreated, C8—16-
branched, cyclic and linear (PMN P-11-
330; CAS No. 1267611-14-2); distillates
(lignocellulosic), hydrotreated, C8—26-
branched, cyclic, and linear (PMN P-
11-331; CAS No. 1267611-11-9); and
residual oils (lignocellulosic),
hydrotreated, C20—-40-branched, cyclic,
and linear (PMN P-11-332; CAS No.
1267611-71-1)).

(b) Specific requirements. The
provisions of subpart A of this part
apply to this section except as modified
by this paragraph.

(1) Recordkeeping. Recordkeeping
requirements as specified in
§ 721.125(a) through (h) and (k) are
applicable to manufacturers, importers,
and processors of this substance.

(2) Limitations or revocation of
certain notification requirements. The
provisions of § 721.185 apply to this
section.

m 7. Add § 721.10617 to subpart E to
read as follows:

§721.10617 Residual oils (lignocellulosic),
hydrotreated, C20-40-branched, cyclic, and
linear.

(a) Chemical substance and
significant new uses subject to reporting.
(1) The chemical substance identified as
residual oils (lignocellulosic),
hydrotreated, C20—40-branched, cyclic,
and linear (PMN P-11-332; CAS No.
1267611-71-1) is subject to reporting
under this section for the significant
new uses described in paragraph (a)(2)
of this section.

(2) The significant new uses are:

(i) Protection in the workplace.
Requirements as specified in
§721.63(a)(1), (a)(3), (a)(4), (a)(6), (b)
(concentration set at 0.1 percent), and
(c). When determining which persons
are reasonably likely to be exposed as
required for § 721.63(a)(1) and (a)(4),
engineering control measures (e.g.,
enclosure or confinement of the
operation, general and local ventilation)
or administrative control measures (e.g.,
workplace policies and procedures)
shall be considered and implemented to
prevent exposure, where feasible. The
following National Institute for
Occupational Safety and Health
(NIOSH)-certified respirators with an
assigned protection factor (APF) of
10,000 meet the minimum requirements
for § 721.63(a)(4): Any NIOSH-certified
pressure-demand or other positive
pressure mode (e.g., open/closed circuit)

self-contained breathing apparatus
(SCBA) equipped with a hood or helmet
or a full facepiece.

(A) As an alternative to the respiratory
requirements listed in paragraph (a)(2)(i)
of this section, a manufacturer,
importer, or processor may choose to
follow the new chemical exposure limit
(NCEL) provisions listed in the TSCA
section 5(e) consent order for this
substance. The NCEL is 0.32 milligram/
cubic meter (mg/m3) as an 8-hour time-
weighted average. Persons who wish to
pursue NCELs as an alternative to the
§ 721.63 respirator requirements may
request to do so under § 721.30. Persons
whose § 721.30 requests to use the
NCELs approach are approved by EPA
will receive NCELs provisions
comparable to those contained in the
corresponding section 5(e) consent
order.

(B) [Reserved]

(ii) Hazard communication program.
Requirements as specified in
§721.72(a), (b), (c), (d), (e)
(concentration set at 0.1 percent), (f),

and (g).

(iii) Release to water. Requirements as
specified in § 721.90(a)(4), (b)(4), and
(c)(4) (where N=5 and 5 is an aggregate
of releases for the following substances:
Distillates (lignocellulosic), C5—40
(PMN P-11-327; CAS No. 1267611-99—
3); paraffin waxes (lignocellulosic)
hydrotreated, C5—-40-branched, cyclic
and linear (PMN P-11-328; CAS No.
1267611-06—2); naphtha
(lignocellulosic), hydrotreated, C5—12-
branched, cyclic and linear (PMN P-11—
329; CAS No. 1267611-35-7); kerosene
(lignocellulosic), hydrotreated, C8—16-
branched, cyclic and linear (PMN P-11—
330; CAS No. 1267611-14-2); distillates
(lignocellulosic), hydrotreated, C8—26-
branched, cyclic, and linear (PMN P—
11-331; CAS No. 1267611-11-9); and
residual oils (lignocellulosic),
hydrotreated, C20—40-branched, cyclic,
and linear (PMN P-11-332; CAS No.
1267611-71-1)).

(b) Specific requirements. The
provisions of subpart A of this part
apply to this section except as modified
by this paragraph.

(1) Recordkeeping. Recordkeeping
requirements as specified in § 721.125
(a) through (h) and (k) are applicable to
manufacturers, importers, and
processors of this substance.

(2) Limitations or revocation of
certain notification requirements. The
provisions of § 721.185 apply to this
section.

m 8. Add § 721.10623 to subpart E to
read as follows:

§721.10623 Vinylidene ester (generic).

(a) Chemical substances and
significant new uses subject to reporting.
(1) The chemical substances identified
generically as vinylidene ester (PMNs
P-12-298 and P-12-299) are subject to
reporting under this section for the
significant new uses described in
paragraph (a)(2) of this section.

(2) The significant new uses are:

(i) Industrial, commercial, and
consumer activities. Requirements as
specified in § 721.80(s) (20,000
kilograms of the aggregate of the two
chemical substances).

(ii) [Reserved]

(b) Specific requirements. The
provisions of subpart A of this part
apply to this section except as modified
by this paragraph.

(1) Recordkeeping. Recordkeeping
requirements as specified in § 721.125
(a), (b), (c), and (i) are applicable to
manufacturers, importers, and
processors of this substance.

(2) Limitations or revocation of
certain notification requirements. The
provisions of § 721.185 apply to this
section.

[FR Doc. 2013-09155 Filed 4-17-13; 8:45 am]
BILLING CODE 6560-50-P

FEDERAL COMMUNICATIONS
COMMISSION

47 CFR Part 54
[WC Docket No. 10-90; DA 13-704]

Wireline Competition Bureau Adds
New Discussion Topic to Connect
America Cost Model Virtual Workshop

AGENCY: Federal Communications
Commission.

ACTION: Proposed rule.

SUMMARY: In this document, the
Wireline Competition Bureau adds a
new virtual workshop discussion topic,
entitled “Operating Expenses Input
Values” to seek public input.

DATES: Comments are due on or before
April 25, 2013.

If you anticipate that you will be
submitting comments, but find it
difficult to do so within the period of
time allowed by this notice, you should
advise the contact listed below as soon
as possible.

ADDRESSES: You may submit comments,
identified by WC Docket No. 10-90, by
any of the following methods:

» Federal eRulemaking Portal: http://
www.regulations.gov. Follow the
instructions for submitting comments.

= Federal Communications
Commission’s Web site: http://
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fijallfoss.fcc.gov/ecfs2/. Follow the
instructions for submitting comments.

» Virtual Workshop: In addition to
the usual methods for filing electronic
comments, the Commission is allowing
comments, reply comments, and ex
parte comments in this proceeding to be
filed by posting comments at http://
www.fcc.gov/blog/web-cost-model-
virtual-workshop-2012.

»  People with Disabilities: Contact
the FCC to request reasonable
accommodations (accessible format
documents, sign language interpreters,
CART, etc.) by email: FCC504@fcc.gov
or phone: (202) 418-0530 or TTY: (202)
418-0432.

For detailed instructions for submitting
comments and additional information
on the rulemaking process, see the
SUPPLEMENTARY INFORMATION section of
this document.

FOR FURTHER INFORMATION CONTACT:
Katie King, Wireline Competition
Bureau at (202) 418-7491 or TTY (202)
418-0484.

SUPPLEMENTARY INFORMATION: This is a
synopsis of the Wireline Competition
Bureau’s Public Notice in WC Docket
No. 10-90; DA 13-704, released April
11, 2013, as well as information posted
online in the Wireline Competition
Bureau’s Virtual Workshop. The
complete text of the Public Notice is
available for inspection and copying
during normal business hours in the
FCC Reference Information Center,
Portals II, 445 12th Street SW., Room
CY-A257, Washington, DC 20554.
These documents may also be
purchased from the Commission’s
duplicating contractor, Best Copy and
Printing, Inc. (BCPI), 445 12th Street
SW., Room CY-B402, Washington, DC
20554, telephone (800) 378-3160 or
(202) 863—2893, facsimile (202) 863—
2898, or via the Internet at http://
www.bcpiweb.com. In addition, the
Virtual Workshop may be accessed via
the Internet at http://www.fcc.gov/blog/
wcb-cost-model-virtual-workshop-2012.

1. On Tuesday, October 9, 2012, the
Wireline Competition Bureau (Bureau)
announced the commencement of a
virtual workshop to solicit input and
facilitate discussion on topics related to
the development and adoption of the
forward-looking cost model for Connect
America Phase II. To date, the Bureau
has sought comment on 22 different
topics in the virtual workshop.

2. Today, the Bureau adds a new
virtual workshop discussion topic,
entitled “Operating Expenses Input
Values.”” Responses should be submitted
in the virtual workshop no later than
April 25, 2013. Parties can participate in
the virtual workshop by visiting the

Connect America Fund Web page,
http://www.fcc.gov/encyclopedia/
connecting-america, and following the
link to the virtual workshop.

3. Comments from the virtual
workshop will be included in the
official public record of this proceeding.
The Bureau will not rely on anonymous
comments posted during the workshop
in reaching decisions regarding the
model. Participants should be aware
that identifying information from parties
that post material in the virtual
workshop will be publicly available for
inspection upon request, even though
such information may not be posted in
the workshop forums.

I. Procedural Matters

A. Initial Regulatory Flexibility Act
Analysis

4. As required by the Regulatory
Flexibility Act of 1980, as amended
(RFA), the Bureau prepared an Initial
Regulatory Flexibility Analysis (IRFA),
included as part of the Model Design
PN, 77 FR 38804, June 29, 2012, of the
possible significant economic impact on
a substantial number of small entities by
the policies and rules proposed in these
Public Notices and the information
posted online in the Virtual Workshops.
We have reviewed the IRFA and have
determined that is does not need to be
supplemented.

B. Paperwork Reduction Act

5. This document does not contain
proposed information collection(s)
subject to the Paperwork Reduction Act
of 1995 (PRA), Public Law 104-13. In
addition, therefore, it does not contain
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).

C. Filing Requirements

6. Comments and Replies. Pursuant to
sections 1.415 and 1.419 of the
Commission’s rules, 47 CFR 1.415 and
1.419, interested parties may file
comments and reply comments on or
before the dates indicated on the first
page of this document. Comments may
be filed using the Commission’s
Electronic Comment Filing System
(ECFS). See Electronic Filing of
Documents in Rulemaking Proceedings,
63 FR 24121, May 1, 1998.

» Electronic Filers: Comments may be
filed electronically using the Internet by
accessing the ECFS: http://
fijallfoss.fcc.gov/ecfs2/.

» Paper Filers: Parties who choose to
file by paper must file an original and

one copy of each filing. If more than one
docket or rulemaking number appears in
the caption of this proceeding, filers
must submit two additional copies for
each additional docket or rulemaking
number. Filings can be sent by hand or
messenger delivery, by commercial
overnight courier, or by first-class or
overnight U.S. Postal Service mail. All
filings must be addressed to the
Commission’s Secretary, Office of the
Secretary, Federal Communications
Commission.

= All hand-delivered or messenger-
delivered paper filings for the
Commission’s Secretary must be
delivered to FCC Headquarters at
445 12th Street SW., Room TW-
A325, Washington, DC 20554. The
filing hours are 8:00 a.m. to 7:00
p-m. All hand deliveries must be
held together with rubber bands or
fasteners. Any envelopes and boxes
must be disposed of before entering
the building.

» Commercial overnight mail (other
than U.S. Postal Service Express
Mail and Priority Mail) must be sent
to 9300 East Hampton Drive,
Capitol Heights, MD 20743.

= U.S. Postal Service first-class,
Express, and Priority mail must be
addressed to 445 12th Street SW.,
Washington DC 20554.

7. Virtual Workshop. In addition to
the usual methods for filing electronic
comments, the Commission is allowing
comments in this proceeding to be filed
by posting comments at http://
www.fcc.gov/blog/web-cost-model-
virtual-workshop-2012. Persons wishing
to examine the record in this proceeding
are encouraged to examine the record on
ECFS and the Virtual Workshop.
Although Virtual Workshop
commenters may choose to provide
identifying information or may
comment anonymously, anonymous
comments will not be part of the record
in this proceeding and accordingly will
not be relied on by the Commission in
reaching its conclusions in this
rulemaking. The Commission will not
rely on anonymous postings in reaching
conclusions in this matter because of
the difficulty in verifying the accuracy
of information in anonymous postings.
Should posters provide identifying
information, they should be aware that
although such information will not be
posted on the blog, it will be publicly
available for inspection upon request.

8. People with Disabilities. To request
materials in accessible formats for
people with disabilities (braille, large
print, electronic files, audio format),
send an email to fcc504@fcc.gov or call
the Consumer & Governmental Affairs
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Bureau at 202—418-0530 (voice), 202—
418-0432 (tty).

9. Availability of Documents.
Comments, reply comments, and ex
parte submissions will be publicly
available online via ECFS. These
documents will also be available for
public inspection during regular
business hours in the FCC Reference
Information Center, which is located in
Room CY-A257 at FCC Headquarters,
445 12th Street SW., Washington, DC
20554. The Reference Information
Center is open to the public Monday
through Thursday from 8:00 a.m. to 4:30
p.m. and Friday from 8:00 a.m. to 11:30
a.m.

Federal Communications Commission.
Kimberly A. Scardino,

Chief, Telecommunications Access Policy
Division, Wireline Competition Bureau.

[FR Doc. 2013—09154 Filed 4-17-13; 8:45 am]
BILLING CODE 6712-01-P

DEPARTMENT OF DEFENSE

GENERAL SERVICES
ADMINISTRATION

NATIONAL AERONAUTICS AND
SPACE ADMINISTRATION

48 CFR Parts 4, 12, 22, and 52

[FAR Case 2012-024; Docket 2012—-0024;
Sequence 1]

RIN 9000-AM49

Federal Acquisition Regulation;
Commercial and Government Entity
Code

AGENCY: Department of Defense (DoD),
General Services Administration (GSA),
and National Aeronautics and Space
Administration (NASA).

ACTION: Proposed rule.

SUMMARY: DoD, GSA, and NASA are
proposing to amend the Federal
Acquisition Regulation (FAR) to require
the use of Commercial and Government
Entity (CAGE) codes, including North
Atlantic Treaty Organization (NATO)
CAGE (NCAGE) codes for foreign
entities, for awards valued at greater
than the micro-purchase threshold. The
CAGE code is a five-character
identification number used extensively
within the Federal Government. The
proposed rule will also require offerors,
if owned or controlled by another
business entity, to identify that entity
during System for Award Management
(SAM) registration.

DATES: Interested parties should submit
written comments to the Regulatory

Secretariat at one of the addressees
shown below on or before June 17, 2013
to be considered in the formation of the
final rule.

ADDRESSES: Submit comments in
response to FAR Case 2012—-024 by any
of the following methods:

¢ Regulations.gov: http://
www.regulations.gov. Submit comments
via the Federal eRulemaking portal by
searching for “FAR Case 2012—024".
Select the link “Submit a Comment”
that corresponds with FAR Case 2012—
024. Follow the instructions provided at
the “Submit a Comment” screen. Please
include your name, company name (if
any), and “FAR Case 2012—024" on your
attached document.

e Fax:202-501-4067.

e Mail: General Services
Administration, Regulatory Secretariat
(MVCB), ATTN: Hada Flowers, 1275
First Street NE., 7th Floor, Washington,
DC 20417.

Instructions: Please submit comments
only and cite FAR Case 2012-024, in all
correspondence related to this case. All
comments received will be posted
without change to http://
www.regulations.gov, including any
personal and/or business confidential
information provided.

FOR FURTHER INFORMATION CONTACT: Mr.
Edward Loeb, Procurement Analyst, at
202-501-0650 for clarification of
content. For information pertaining to
status or publication schedules, contact
the Regulatory Secretariat at 202—501—
4755. Please cite FAR Case 2012—-024.

SUPPLEMENTARY INFORMATION:

I. Background

DoD, GSA, and NASA are proposing
to revise the FAR with a new provision
to require that offerors provide their
CAGE codes to contracting officers and
that, if owned or controlled by another
entity, offerors will provide, in a new
provision with their representations and
certifications, the CAGE code and name
of such entity or entities. For those
offerors located in the United States or
its outlying areas that register in SAM,
a CAGE code is assigned as part of the
registration process. Note: The text of
this proposed rule uses the new FAR
reference, SAM for CCR and ORCA, as
there is a pending FAR rule (FAR Case
2012-033, System for Award
Management Name Change, Phase 1
Implementation) which will make a
global update to all of the existing
references to CCR and ORCA throughout
the FAR to the SAM designation.

If registration is not required, a CAGE
code will be requested and obtained
from the Defense Logistics Agency,
Logistics Information Service. A CAGE

code is not required when a condition
described at FAR 4.605(c)(2) applies and
the acquisition is funded by an agency
other than DoD or NASA. Offerors
located outside the United States will
obtain an NCAGE from their NATO
Codification Bureau or, if not a NATO
member or sponsored nation, from the
NATO Maintenance and Supply Agency
(NAMSA).

The Federal procurement community
continues to strive toward greater
measures of transparency and reliability
of data, which facilitates achievement of
rigorous accountability of procurement
dollars and processes and compliance
with regulatory and statutory
acquisition requirements, e.g., the
Federal Funding Accountability and
Transparency Act of 2006 (Pub. L. 109—
282, 31 U.S.C. 6101 note). Increased
transparency and accuracy of
procurement data work to broaden the
Government’s ability to implement
fraud detection technologies restricting
opportunities for and mitigating
occurrences of fraud, waste, and abuse
of taxpayer dollars.

To further the desired increases in
traceability and transparency, this rule
proposes use of the unique
identification that a CAGE code
provides coupled with vendor
representation of ownership and owner
CAGE code. The CAGE code is a five-
character identification number used
extensively within the Federal
Government and will provide for
standardization across the Federal
Government. This proposed rule will—

e Support successful implementation
of business tools that seek insight into
Federal spending patterns across
corporations;

o Facilitate legal traceability in the
tracking of performance issues across
corporations;

¢ Provide insight on contractor
personnel outside the United States; and

e Support supply chain traceability
and integrity efforts.

II. Discussion and Analysis
A. Proposed Changes to FAR Part 4

At FAR 4.1202 a new provision for
ownership or control of offeror is added
to the list of representations and
certifications under FAR 52.204-8,
Annual Representations and
Certifications.

B. Proposed Addition of FAR Subpart
4.17—Commercial and Government
Entity Code

A new subpart is proposed to include
scope, policy, and definitions for the
subpart. Offerors are required to provide
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their CAGE code to the contracting
officer and to represent if they are
owned or controlled by another
business entity, unless a condition
listed at FAR 4.605(c)(2) applies and the
acquisition is funded by an agency other
than DoD or NASA. The subpart also
gives instruction to contracting officers
to verify the CAGE codes provided.

A definition of “Commercial and
Government Entity”’ code is provided.
The definition encompasses both CAGE
code, for entities located in the United
States and its outlying areas, and
NCAGE code if the code is assigned by
a NATO Codification Bureau or
NAMSA.

The rule proposes definitions of
ownership and intends their use only in
order to determine how entities relate to
one another in terms of hierarchical
relationship(s). The rule does not intend
to impact or supersede the definitions of
“contractor” or “‘ownership” as
described in other parts of the FAR (e.g.,
FAR part 19 for determination of small
business size status) or other regulations
including the Small Business
Administration’s affiliation rules in the
Code of Federal Regulations (CFR), Title
13. DoD, GSA, and NASA expect and
encourage public comments in order to
determine if these definitions, as
proposed, are understandable and
straightforward. Definitions proposed
are as follows:

“Highest-level owner” means the
business entity that owns or controls
one or more business entities that own
or control the offeror.

“Immediate owner”’ means the
business entity that has the most direct
and proximate ownership or control of
the offeror.

“Owner” means the entity, other than
the offeror, that is affiliated with the
offeror through control of the offeror as
described in this definition or, in the
case of a small business, as provided in
FAR part 19 and 13 CFR part 121.
Business concerns, organizations, or
individuals are affiliates of each other if,
directly or indirectly, either one
controls or has the power to control the
other, or a third party controls or has the
power to control both. The two types of
owners are immediate owners and
highest-level owners, respectively, and
these owners may be the same for some
entities. Indicators of control include,
but are not limited to, interlocking
management or ownership, identity of
interests among family members, shared
facilities and equipment, and the
common use of employees.

C. Proposed Changes to FAR Subpart
12.3

Changes to the list of other required
provisions and clauses at FAR 12.301(d)
are proposed to make CAGE code
reporting and maintenance applicable to
commercial items by including a new
provision, FAR 52.204-XX, Commercial
and Government Entity Code Reporting,
and a new clause, FAR 52.204-77,
Commercial and Government Entity
Code Maintenance.

D. Proposed Changes to FAR Subpart
22.10

Updates are provided to correct
paragraph numbers referencing the
provision 52.204—8.

E. Proposed Additions to FAR Part 52,
Solicitation, Provisions and Contract
Clauses

Two new provisions are proposed,
two existing provisions are amended,
and one new clause is proposed:

Provision FAR 52.204—-XX,
Commercial and Government Entity
Code Reporting, requires offerors to
provide their CAGE codes and contains
information on obtaining CAGE codes.

Provision FAR 52.204-YY,
Ownership or Control of Offeror, calls
for offerors to identify if they are owned
or controlled by another entity and to
provide the legal name and CAGE code
of such entity, if identified.

The proposed rule will amend FAR
52.204-8, Annual Representations and
Certifications, by including the new
provision FAR 52.204-YY, Ownership
or Control of Offeror, and FAR 52.212—
3, Offeror Representations and
Certifications—Commercial Items, by
including definitions and ownership or
control representations.

Clause FAR 52.204-ZZ, Commercial
and Government Entity Code
Maintenance, provides instructions to
contractors to maintain accurate CAGE
information in the CAGE file and to
inform their contracting officer if their
CAGE code changes.

I1I. Executive Orders 12866 and 13563

Executive Orders (E.O.s) 12866 and
13563 direct agencies to assess all costs
and benefits of available regulatory
alternatives and, if regulation is
necessary, to select regulatory
approaches that maximize net benefits
(including potential economic,
environmental, public health and safety
effects, distributive impacts, and
equity). E.O. 13563 emphasizes the
importance of quantifying both costs
and benefits, of reducing costs, of
harmonizing rules, and of promoting
flexibility. This is not a significant
regulatory action and, therefore, was not

subject to review under Section 6(b) of
E.O. 12866, Regulatory Planning and
Review, dated September 30, 1993. This
rule is not a major rule under 5 U.S.C.
804.

IV. Regulatory Flexibility Act

DoD, GSA, and NASA do not expect
this rule to have a significant economic
impact on a substantial number of small
entities within the meaning of the
Regulatory Flexibility Act 5 U.S.C. 601,
et seq. However, an Initial Regulatory
Flexibility Analysis (IRFA) has been
performed and it is summarized as
follows:

This rule would affect offerors that
currently do not have a CAGE code and/or
are owned by another entity. This proposed
rule would require those offerors without a
CAGE code and that do not register through
SAM, to request and obtain a CAGE code. In
FY2011, awards were made to 2,154 unique
vendors that were not required to register
through SAM. Of these, 741 were small
business vendors. In addition, the proposed
rule requires offerors to represent that, if
owned or controlled by another entity, they
have entered the CAGE code and the legal
name of that entity. The Federal Government
estimates that it received offers from 413,808
unique vendors in FY2011. Approximately
275,872 of these offers were by unique small
businesses and it is estimated that this
number of small businesses will be required
to respond to the proposed ownership
provision.

The Regulatory Secretariat has
submitted a copy of the IRFA to the
Chief Counsel for Advocacy of the Small
Business Administration. A copy of the
IRFA may be obtained from the
Regulatory Secretariat. DoD, GSA, and
NASA invite comments from small
business concerns and other interested
parties on the expected impact of this
rule on small entities.

DoD, GSA, and NASA will also
consider comments from small entities
concerning the existing regulations in
subparts affected by this rule consistent
with 5 U.S.C. 610. Interested parties
must submit such comments separately
and should cite 5 U.S.C 610 (FAR Case
2012-024), in correspondence.

V. Paperwork Reduction Act

The Paperwork Reduction Act (44
U.S.C. chapter 35) applies. The
proposed rule contains information
collection requirements. Accordingly,
the Regulatory Secretariat has submitted
a request for approval of a new
information collection requirement
concerning Commercial and
Government Entity Code (FAR Case
2012-024) to the Office of Management
and Budget.
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A. Annual Reporting Burden

Public reporting burden for this
collection of information is estimated to
average .25 hours per response to
request a CAGE code, .5 hours per
response to request an NCAGE code,
and .5 hours per response for ownership
reporting. These estimates include time
for reviewing instructions, searching
existing data sources, gathering and
maintaining the data needed, and
completing and reviewing the collection
of information. The estimates were
developed using FY2011 Federal
procurement data.

The annual reporting burden to obtain
CAGE codes is estimated as follows:

Respondents required to obtain a
CAGE code: 1,134.

Number of responses per respondent:
1.

Total annual responses: 1,134.

Preparation hours per response: .25.

Subtotal response hours: 284.

Respondents required to obtain an
NCAGE code: 1,020.

Number of responses per respondent:
1.

Total annual responses: 1,020.

Preparation hours per response: .5.

Subtotal response hours: 510.

Total CAGE response burden hours:
794 hours.

The annual reporting burden is
estimated as follows to respond to
ownership provision 52.204-YY
requirements:

Respondents: 413,808.

Responses per respondent: 1.

Total annual responses: 413,808.

Preparation hours per response: .5.

Total response burden hours: 206,904.

The combined total of the CAGE
hours and the ownership provision
hours are 207,698 response burden
hours.

B. Request for Comments Regarding
Paperwork Burden

Submit comments, including
suggestions for reducing this burden,
not later than June 17, 2013 to: FAR
Desk Officer, OMB, Room 10102, NEOB,
Washington, DC 20503, and a copy to
the General Services Administration,
Regulatory Secretariat Division (MVCB),
ATTN: Hada Flowers, 1275 First Street
NE., 7th Floor, Washington, DC 20417.

Public comments are particularly
invited on: whether this collection of
information is necessary for the proper
performance of functions of the FAR,
and will have practical utility; whether
our estimate of the public burden of this
collection of information is accurate,
and based on valid assumptions and
methodology; ways to enhance the
quality, utility, and clarity of the

information to be collected; and ways in
which we can minimize the burden of
the collection of information on those
who are to respond, through the use of
appropriate technological collection
techniques or other forms of information
technology.

Requesters may obtain a copy of the
supporting statement from the General
Services Administration, Regulatory
Secretariat (MVCB), ATTN: Hada
Flowers, 1275 First Street NE., 7th floor,
Washington, DC 20417. Please cite OMB
Control Number 9000-0185,
Commercial and Government Entity
Code in all correspondence.

List of Subjects in 48 CFR Parts 4, 12,
22, and 52

Government procurement.

Dated: April 15, 2013.
Laura Auletta,
Director, Office of Governmentwide
Acquisition Policy, Office of Acquisition
Policy, Office of Governmentwide Policy.
Therefore, DoD, GSA, and NASA
propose amending 48 CFR parts 4, 12,
22, and 52 as set forth below:

m 1. The authority citation for 48 CFR
parts 4, 12, 22, and 52 continues to read
as follows:

Authority: 40 U.S.C. 121(c); 10 U.S.C.
chapter 137; and 51 U.S.C. 20113.

PART 4—ADMINISTRATIVE MATTERS

m 2. Amend section 4.1202 by—

m a. Removing from the introductory
paragraph “Central Contractor
Registration” and adding “System for
Award Management” in its place;

m b. Redesignating paragraphs (e)
through (bb) as paragraphs (f) through
(cc), respectively; and
m c. Adding a new paragraph (e).

The added text reads as follows:

4.1202 Solicitation provision and contract
clause.
* * * * *

(e) 52.204-YY, Ownership or Control
of Offeror.

* * * * *

m 3. Add Subpart 4.17 toread as
follows:

Subpart 4.17—Commercial and Government
Entity Code

Sec.
4.1700
4.1701

Scope of subpart.

Definitions.

4.1702 Policy.

4.1703 Verifying CAGE codes prior to
award.

4.1704 Solicitation provisions and contract
clause.

Subpart 4.17—Commercial and
Government Entity Code

4.1700 Scope of subpart.

This subpart prescribes policies and
procedures for identification of
commercial and government entities
when it is necessary to—

(a) Exchange data with another
contracting activity, including contract
administration activities and contract
payment activities;

(b) Exchange data with another
system that requires the unique
identification of a contractor entity; or

(c) Identify when offerors are owned
or controlled by another entity.

4.1701

As used in this part—

Commercial and Government Entity
(CAGE) code means—

(1) An identifier assigned to entities
located in the United States and its
outlying areas by the Defense Logistics
Agency (DLA) Logistics Information
Service to identify a commercial or
government entity; or

(2) An identifier assigned by a
member of the North Atlantic Treaty
Organization (NATO) or by NATO’s
Maintenance and Supply Agency to
entities located outside the United
States and its outlying areas that DLA
Logistics Information Service records
and maintains in the CAGE master file.
This type of code is known as an
NCAGE code.

Highest-level owner means the
business entity which owns or controls
one or more business entities that own
or control the offeror.

Immediate owner means the business
entity which has the most direct and
proximate ownership or control of the
offeror.

Owner means the entity, other than
the offeror, that is affiliated with the
offeror through control of the offeror as
described in this definition or, in the
case of a small business, as provided in
FAR part 19 and 13 CFR part 121.
Business concerns, organizations, or
individuals are affiliates of each other if,
directly or indirectly, either one
controls or has the power to control the
other, or a third party controls or has the
power to control both. The two types of
owners are immediate owners and
highest-level owners, respectively, and
these owners may be the same for some
entities. Indicators of control include,
but are not limited to, interlocking
management or ownership, identity of
interests among family members, shared
facilities and equipment, and the
common use of employees.

Definitions.
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4.1702 Policy.

(a) Commercial and government entity
code. (1) Offerors shall provide the
contracting officer the commercial and
government entity (CAGE) code
assigned to that offeror’s location prior
to the award of a contract action above
the micro-purchase threshold, except
when—

(i) A condition listed at 4.605(c)(2)
applies; and

(ii) The acquisition is funded by an
agency other than DoD or NASA.

(2) The contracting officer shall
include the contractor’s CAGE code in
the contract and in any electronic
transmissions of the contract data to
other systems, when it is provided in
accordance with paragraph (a)(1) of this
section.

(b) Ownership or control of offeror.
Offerors, if owned or controlled by
another business entity, shall provide
the contracting officer with the CAGE
code and legal name of that business
entity prior to the award of a contract
action above the micro-purchase
threshold, except when—

(1) A condition listed at 4.605(c)(2)
applies; and

(2) The acquisition is funded by an
agency other than DoD or NASA.

4.1703 Verifying CAGE codes prior to
award.

(a) Contracting officers shall verify the
offeror’s CAGE code by reviewing the
entity’s registration in the System for
Award Management (SAM). Active
registrations in SAM have had the
associated CAGE codes verified.

(b) For entities not required to be
registered in SAM, the contracting
officer shall validate the CAGE code
using the CAGE code search feature at
http://www.dlis.dla.mil/
cage_welcome.asp.

4.1704 Solicitation provisions and
contract clause.

(a) Use the provision at 52.204—XX,
Commercial and Government Entity
Code Reporting, in all solicitations,
except when—

(1) A condition listed at 4.605(c)(2)
applies; and

(2) The acquisition is funded by an
agency other than DoD or NASA.

(b) Use the provision at 52.204-YY,
Ownership or Control of Offeror, in all
solicitations, except when—

(1) A condition listed at 4.605(c)(2)
applies; and

(2) The acquisition is funded by an
agency other than DoD or NASA.

(c) Use the clause at 52.204—77Z,
Commercial and Government Entity
Code Maintenance, in all contracts
resulting from solicitations containing
the provision at 52.204-XX.

PART 12—ACQUISITION OF
COMMERCIAL ITEMS

m 4. Amend section 12.301 by revising
paragraph (d) to reads as follows:

12.301 Solicitation provisions and
contract clauses for the acquisition of
commercial items.

* * * * *

(d) Other required provisions and
clauses. Notwithstanding prescriptions
contained elsewhere in the FAR, when
acquiring commercial items, contracting
officers shall be required to use only
those provisions and clauses prescribed
in this part. The provisions and clauses
prescribed in this part shall be revised,
as necessary, to reflect the applicability
of statutes and executive orders to the
acquisition of commercial items.

(1) Insert the provision at 52.204-XX,
Commercial and Government Entity
Code Reporting, as prescribed at
4.1704(a).

(2) Insert the clause at 52.204-727Z,
Commercial and Government Entity
Code Maintenance, as prescribed at
4.1704(c).

(3) Insert the clause at 52.225-19,
Contractor Personnel in a Designated
Operational Area or Supporting a
Diplomatic or Consular Mission outside
the United States, as prescribed in
25.301-4.

(4) Insert the provision at 52.209-7,
Information Regarding Responsibility
Matters, as prescribed in 9.104-7(b).

* * * * *

PART 22—APPLICATION OF LABOR
LAWS TO GOVERNMENT

22.1006 [Amended]

m 5. Amend section 22.1006 by—

m a. Removing from paragraph
(a@)(2)([1)(C) “52.204-8(c)(2)(iii) or (iv)”
and adding ““52.204-8(c)(2)(iv) or (v)” in
its place;

m b. Removing from paragraph (e)(2)(i)
52.204-8(c)(2)(iii)” and adding
“52.204-8(c)(2)(iv)” in its place; and
m c. Removing from paragraph (e)(4)(i)
“52.204-8(c)(2)(iv)” and adding
“52.204-8(c)(2)(v)” in its place.

PART 52—SOLICITATION PROVISIONS
AND CONTRACT CLAUSES

m 6. Amend section 52.204—8 by—

m a. Revising the date of the provision;

m b. Redesignating paragraphs (c)(2)(i)

through (c)(2)(vii) as paragraphs

(c)(2)(ii) through (c)(2)(viii),

respectively; and

m c. Adding a new paragraph (c)(2)(i).
The revised and added text reads as

follows:

52.204—8 Annual Representations and
Certifications.

* * * * *

Annual Representations and Certifications
(Date)

* * * * *

(e)2) * * =

(i) 52.204-YY, Ownership or Control of
Offeror. This provision applies to all
solicitations above the micro-purchase
threshold, except when a condition listed at
4.605(c)(2) applies.

* * * * *

m 7. Add section 52.204—-XX to read as
follows:

52.204-XX Commercial and Government
Entity Code Reporting.

As prescribed in 4.1704(a), use the
following provision:

Commercial and Government Entity Code
Reporting (DATE)

(a) Definition. As used in this provision—

Commercial and Government Entity
(CAGE) code means—

(1) An identifier assigned to entities
located in the United States and its outlying
areas by the Defense Logistics Agency (DLA)
Logistics Information Service to identify a
commercial or government entity, or

(2) An identifier assigned by a member of
the North Atlantic Treaty Organization
(NATO) or by NATO’s Maintenance and
Supply Agency (NAMSA) to entities located
outside the United States and its outlying
areas that DLA Logistics Information Service
records and maintains in the CAGE master
file. This type of code is known as an NCAGE
code.

(b) The offeror shall enter its CAGE code
in its offer with its name and address or
otherwise include it prominently in its
proposal. The CAGE code entered must be for
that name and address. Enter “CAGE” before
the number. The CAGE code is required prior
to award.

(c) CAGE codes may be obtained via—

(1) Registration in the System for Award
Management (SAM) at www.sam.gov. If an
offeror is located in the United States or its
outlying areas and does not already have a
CAGE code assigned, the DLA Logistics
Information Service will assign a CAGE code
as a part of the SAM registration process.
SAM registrants located outside the United
States and its outlying areas must obtain a
NCAGE code prior to registration in SAM
(see paragraph (c)(3) of this provision).

(2) The DLA Logistics Information Service.
If registration in SAM is not required for the
subject procurement, and the offeror does not
otherwise register in SAM, an offeror located
in the United States or its outlying areas may
request that a CAGE code be assigned by
submitting a request at to be determined.

(3) The appropriate country codification
bureau. Entities located outside the United
States and its outlying areas may obtain a
NCAGE code by contacting the Codification
Bureau in the foreign entity’s country if that
country is a member of NATO or a sponsored
nation. NCAGE codes may be obtained from
the NAMSA if the foreign entity’s country is


http://www.dlis.dla.mil/cage_welcome.asp
http://www.dlis.dla.mil/cage_welcome.asp
http://www.sam.gov
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not a member of NATO or a sponsored
nation. Points of contact for codification
bureaus and NAMSA, as well as additional
information on obtaining NCAGE codes, are
available at http://www.dlis.dla.mil/Forms/
Form_ AC135.asp.

(d) Additional guidance for establishing
and maintaining CAGE codes is available at
http://www.dlis.dla.mil/cage welcome.asp.

(e) Do not delay submission of the offer
pending receipt of a CAGE code.

(End of Provision)
m 8. Add section 52.204-YY to read as
follows:

52.204-YY Ownership or Control of
Offeror.

As prescribed in 4.1704(b), use the
following provision:

Ownership of Control of Offeror (DATE)

(a) Definitions. As used in this provision—

Commercial and Government Entity
(CAGE) code means—

(1) An identifier assigned to entities
located in the United States and its outlying
areas by the Defense Logistics Agency (DLA)
Logistics Information Service to identify a
commercial or government entity, or

(2) An identifier assigned by a member of
the North Atlantic Treaty Organization
(NATO) or by NATO’s Maintenance and
Supply Agency (NAMSA) to entities located
outside the United States and its outlying
areas that DLA Logistics Information Service
records and maintains in the CAGE master
file. This type of code is known as an NCAGE
code.

Highest-level owner means the business
entity that owns or controls one or more
business entities that own or control the
offeror.

Immediate owner means the business
entity which has the most direct and
proximate ownership or control of the
offeror.

Owner means the entity, other than the
offeror, that is affiliated with the offeror
through control of the offeror as described in
this definition or, in the case of a small
business, as provided in FAR part 19 and 13
CFR part 121. Business concerns,
organizations, or individuals are affiliates of
each other if, directly or indirectly, either one
controls or has the power to control the
other, or a third party controls or has the
power to control both. The two types of
owners are immediate owners and highest-
level owners, respectively, and these owners
may be the same for some entities. Indicators
of control include, but are not limited to,
interlocking management or ownership,
identity of interests among family members,
shared facilities and equipment, and the
common use of employees.

(b) The offeror represents that it [ ] is or
[ ]is not owned or controlled as described
in “Owner” definition in paragraph (a) of this
provision.

(c) If the offeror has indicated “is” in
paragraph (b) of this provision, enter the
following information:

Immediate owner CAGE code:
Immediate owner legal name:
(Do not use a “doing business as”” name)

Immediate owner is the same as highest-
level owner: [ ] Yes or [_] No.

(d) If the offeror has indicated “no” in
paragraph (c) of this provision, indicating
that the immediate owner is not the highest-
level owner, then enter the following
information:

Highest-level owner CAGE code: .
Highest-level owner legal name:
(Do not use a “doing business as” name)

(End of provision)
m 9. Add section 52.204—-ZZ to read as
follows:

52.204-ZZ Commercial and Government
Entity Code Maintenance.

As prescribed in 4.1704(c), use the
following clause:

Commercial and Government Entity Code
Maintenance (DATE)

(a) Definitions. As used in this clause—

Commercial and Government Entity
(CAGE) code means—

(1) An identifier assigned to entities
located in the United States and its outlying
areas by the Defense Logistics Agency (DLA)
Logistics Information Service to identify a
commercial or government entity, or

(2) An identifier assigned by a member of
the North Atlantic Treaty Organization
(NATO) or by NATO’s Maintenance and
Supply Agency (NAMSA) to entities located
outside the United States and its outlying
areas that DLA Logistics Information Service
records and maintains in the CAGE master
file. This type of code is known as an NCAGE
code.

(b) Contractors shall ensure that the CAGE
code is maintained throughout the life of the
contract. For Contractors registered in the
System for Award Management (SAM), the
DLA Logistics Information Service shall only
modify data received from SAM in the CAGE
master file if the contractor initiates those
changes via update of its SAM registration.
Contractors undergoing a novation or change-
of-name agreement shall notify the
Contracting officer in accordance with
subpart 42.12. The Contractor shall
communicate any change to the CAGE
number to the contracting officer within 30
days after the change, so that a modification
can be issued to update the CAGE data on the
contract.

(c) Contractors located in the United States
or its outlying areas that are not registered in
SAM shall submit written change requests to
the DLA Logistics Information Service.
Requests for changes shall be provided on a
DD Form 2051, Request for Assignment of a
Commercial and Government Entity (CAGE)
Code, to the address shown on the back of
the DD Form 2051. Change requests to the
CAGE master file are accepted from the entity
identified by the code.

(d) Contractors located outside the United
States or its outlying areas that are not
registered in SAM shall contact the
appropriate National Codification Bureau or
NAMSA to request CAGE changes. Points of
contact for National Codification Bureaus
and NAMSA, as well as additional
information on obtaining NCAGE codes, are

available at http://www.dlis.dla.mil/Forms/
Form_AC135.asp.

(e) Additional guidance for maintaining
CAGE codes is available at to be determined.

(End of Clause)

m 10. Amend section 52.212-3 by—
m a. Revising the date of the provision;
m b. Removing from the introductory
text of the provision “ORCA” and
“through (0)”” and adding ‘‘the System
for Award Management (SAM)” and
“through (p)” in its place, respectively;
m c. Amending paragraph (a) by adding,
in alphabetical order, the definitions
“Highest-level owner”, “Immediate
owner”’, and “Owner’’;
m d. Removing from paragraph (b)(1)
“Online Representations and
Certifications Application (ORCA)” and
adding “SAM?” in its place;
m e. Revising paragraph (b)(2);
m f. Removing from paragraph
(c)(10)(i)(A) “CCR” and adding “SAM”
in its place; and
m g. Removing from paragraph (1) “‘a
central contractor registration” and
adding “the SAM” in its place.
m h. Adding paragraph (p).

The revised and added text reads as
follows:

52.212-3 Offeror Representations and
Certifications—Commercial Items.
* * * * *

Offeror Representations and Certifications—
Commercial Items (DATE)

(a] * k% %

Highest-level owner means the business
entity which owns or controls one or more
business entities that own or control the
offeror.

* * * * *

Immediate owner means the business
entity which has the most direct and
proximate ownership or control of the
offeror.

* * * * *

Owner means the entity, other than the
offeror, that is affiliated with the offeror
through control of the offeror as described in
this definition or, in the case of a small
business, as provided in FAR part 19 and 13
CFR part 121. Business concerns,
organizations, or individuals are affiliates of
each other if, directly or indirectly, either one
controls or has the power to control the
other, or a third party controls or has the
power to control both. The two types of
owners are immediate owners and highest-
level owners, respectively, and these owners
may be the same for some entities. Indicators
of control include, but are not limited to,
interlocking management or ownership,
identity of interests among family members,
shared facilities and equipment, and the
common use of employees.

* * * * *

(b)(1) * * *
(2) The offeror has completed the annual
representations and certifications


http://www.dlis.dla.mil/Forms/Form_AC135.asp
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electronically via the SAM Web site accessed
through https://www.acquisition.gov. After
reviewing the SAM database information, the
offeror verifies by submission of this offer
that the representations and certifications
currently posted electronically at FAR
52.212-3, Offeror Representations and
Certifications—Commercial Items, have been
entered or updated in the last 12 months, are
current, accurate, complete, and applicable to
this solicitation (including the business size
standard applicable to the NAICS code
referenced for this solicitation), as of the date
of this offer and are incorporated in this offer
by reference (see FAR 4.1201), except for
paragraphs .

[Offeror to identify the applicable
paragraphs at (c) through (p) of this provision
that the offeror has completed for the
purposes of this solicitation only, if any.

These amended representation(s) and/or
certification(s) are also incorporated in this
offer and are current, accurate, and complete
as of the date of this offer.

Any changes provided by the offeror are
applicable to this solicitation only, and do
not result in an update to the representations
and certifications posted electronically on
SAM.]

* * * * *

(p) Ownership or Control of Offeror.
(Applies in all solicitations, except when a
condition listed at 4.605(c)(2) applies and the
acquisition is funded by an agency other than
DoD or NASA.)

(1) The offeror represents that it [ ] is or
[_]is not owned or controlled as described
in “Owner” definition in paragraph (a) of this
provision.

(2) If the offeror has indicated “is” in
paragraph (p)(1) of this section, enter the
following information:

Immediate owner CAGE code:
Immediate owner legal name:
(Do not use a “doing business as”” name)

Immediate owner is the same as highest-
level owner: [ ] Yes or [ ] No.

(3) If the offeror has indicated “no” in
paragraph (p)(2) of this section, indicating
that the immediate owner is not the highest-
level owner, then enter the following
information:

Highest-level owner CAGE code: .
Highest-level owner legal name:
(Do not use a “doing business as” name)
* * * * *

[FR Doc. 2013-09143 Filed 4-17-13; 8:45 am]
BILLING CODE 6820-EP-P

NATIONAL AERONAUTICS AND
SPACE ADMINISTRATION

48 CFR Parts 1834, 1841, 1846, 1851
and 1852

RIN 2700-AEO01
NASA FAR Supplement Regulatory
Review No. 1

AGENCY: National Aeronautics and
Space Administration.
ACTION: Proposed rule.

SUMMARY: NASA is updating the NASA
FAR Supplement (NFS) with the goal of
eliminating unnecessary regulation,
streamlining overly burdensome
regulation, clarifying language, and
simplifying processes where possible.
This proposed rule is the first in a series
and includes updates and revisions to
five NFS parts. On January 18, 2011,
President Obama signed Executive
Order 13563, Improving Regulations
and Regulatory Review, directing
agencies to develop a plan for a
retrospective analysis of existing
regulations. The revisions to this rule
are part of NASA’s retrospective plan
under EO 13563 completed in August
2011.

DATES: Interested parties should submit
comments to NASA at the address
below on or before June 17, 2013 to be
considered in formulation of the final
rule.

ADDRESSES: Interested parties may
submit comments, identified by RIN
number 2700—-AE01 via the Federal
eRulemaking Portal: http://
www.regulations.gov. Follow the
instructions for submitting comments.
Comments may also be submitted to
Leigh Pomponio via email at
leigh.pomponio@NASA.gov. NASA’s

full plan can be accessed at: http://www.

nasa.gov/pdf/581545main Final%20
Plan % 20for% 20Retrospective %20
Analysis%200f% 20Existing %20
Regulations.pdf.

FOR FURTHER INFORMATION CONTACT:
Leigh Pomponio, NASA, Office of
Procurement, email: leigh.pomponio@
NASA.gov.

SUPPLEMENTARY INFORMATION:

A. Background

The NASA FAR Supplement (NFS) is
codified at 48 CFR 1800. Periodically,
NASA performs a comprehensive
review and analysis of the regulation,
makes updates and corrections, and
reissues the NASA FAR Supplement.
The last reissue was in 2004. The goal
of the review and analysis is to reduce
regulatory burden where justified and
appropriate and make the NFS content
and processes more efficient and
effective, faster and simpler, in support
of NASA’s mission. Consistent with
Executive Order 13563, Improving
Regulations and Regulatory Review,
NASA is currently reviewing and
revising the NFS with an emphasis on
streamlining and reducing burden. Due
to the volume of the regulation, the
revisions to the regulation will be made
in increments. This proposed rule is the
first of three expected rules which
together will constitute the NFS update

and reissue. This rule includes revisions
to parts 1834, 1841, 1846, 1851, and
1852 of the NFS. Further, this rule
provides notice that no regulatory
changes will be made to parts 1814,
1815 (exclusive of subpart 1815.4),
1818, 1822, 1824, and 1843.

NASA analyzed the existing
regulation to determine whether any
portions should be modified,
streamlined, expanded, or repealed.
Special emphasis was placed on
identifying and eliminating or
simplifying overly burdensome
processes that could be streamlined
without jeopardizing Agency mission
effectiveness. Additionally, NASA
sought to identify current regulatory
coverage that is not regulatory in nature,
and to remove or relocate such coverage
to internal guidance. In addition to
substantive changes, this rule includes
administrative changes necessary to
make minor corrections and updates.
Specifically, the changes in this rule are
summarized as follows:

Part 1815: No regulatory changes to
Part 15 but note that two corresponding
clauses are revised. The pre-proposal
clause at 1852.215-77 is revised to add
additional information on security
information required for attendance at
conferences at NASA field locations.
The clause entitled Proposal Page
Limitations at 1852.215-81 is revised to
clarify the maximum acceptable
proposal page counts.

Part 1834:

1. Administrative changes are made to
policy on Earned Value Management
System which correct nomenclature and
Web site references.

2. In Notice of Earned Value
Management System provision at
1852.234-1, a requirement is added for
offerors to provide a matrix that
correlates each guideline in ANSI/EIA
748 (current version at time of
solicitation) to the corresponding
process in the offeror’s written
management procedures; the rule also
updates Web site and references in the
provision.

3. In Earned Value Management
System clause at 1852.234-2,
administrative changes are made to
correct nomenclature and add a Web
site reference.

Part 1841: Subpart 1841.5—
Solicitation Provision and Contract
Clauses, is deleted in its entirety. Clause
text at 1852.241-70, Renewal of
Contract, is removed. The prescription
and clause are removed because the
clause at FAR 52.217-9 is sufficient to
provide for a contract extension or
renewal. A NASA-unique clause to
address extension and renewal in a
utility contract is not necessary.


http://www.nasa.gov/pdf/581545main_Final%20Plan%20for%20Retrospective%20Analysis%20of%20Existing%20Regulations.pdf
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Part 1846:

1. Subpart 1846.6—Material
Inspection and Receiving Reports, is
revised to align with DFAR Appendix F,
facilitating comparison of NASA and
DoD practices and procedures with
regard to DD Form 250, especially for
contractors doing business with both
agencies. Administrative changes are
also made to this subpart to clarify DD
Form 250 preparation instructions.

2. The clause 1852.246-72, Material
Inspection and Receiving Report, is
revised slightly to clarify distribution
requirements.

Part 1851: Section 1851.102-70,
Contractor acquisition of filing cabinets,
is deleted because it is no longer
relevant or necessary.

Part 1852: Changes to clauses are
discussed above according to
corresponding NFS part.

B. Executive Orders 12866 and 13563

Executive Orders (E.O.s) 12866 and
13563 direct agencies to assess all costs
and benefits of available regulatory
alternatives and, if regulation is
necessary, to select regulatory
approaches that maximize net benefits
(including potential economic,
environmental, public health and safety
effects, distributive impacts, and
equity). E.O. 13563 emphasizes the
importance of quantifying both costs
and benefits, of reducing costs, of
harmonizing rules, and of promoting
flexibility. This rule is not a “significant
regulatory action” under section 3(f) of
Executive Order 12866. This rule is not
a major rule under 5 U.S.C. 804.

C. Regulatory Flexibility Act

NASA certifies that this proposed rule
will not have a significant economic
impact on a substantial number of small
entities within the meaning of the
Regulatory Flexibility Act, 5 U.S.C. 601
et seq. because it mainly clarifies or
updates existing regulations. In one
instance, it adds new requirements to
the Earned Value Management System
Clause, but that clause is rarely
applicable in contracts with small
businesses. In several instances, this
rule deletes requirements, but not to the
extent that small entities would be
significantly impacted.

D. Paperwork Reduction Act

The proposed rule contains a new
information collection requirement that
requires the approval of the Office of
Management and Budget under the
Paperwork Reduction Act (44 U.S.C.
Chapter 35). The collection is at
1852.215-77(c), Pre-proposal/pre-bid
conference, wherein attendees at pre-
proposal or pre-bid conferences will be

required to submit personal identity
information. NASA invites public
comments on the following aspects of
the proposed rule: (a) Whether the
proposed collection of information is
necessary for the proper performance of
the functions of NASA, including
whether the information will have
practical utility; (b) the accuracy of the
estimate of the burden of the proposed
information collection; (c) ways to
enhance the quality, utility, and clarity
of the information to be collected; and
(d) ways to minimize the burden of the
information collection on respondents,
including the use of automated
collection techniques or other forms of
information technology. The following
is a summary of the information
collection requirement.

Title: Security Checks for Attendance
at Pre-proposal Conferences. NASA FAR
Supplement 1852.215-77, Pre-proposal/
Pre-bid Conference

Type of Request: New collection.
Number of Respondents: 30.
Responses per Respondent: 12.
Annual Responses: 360.

Average Burden per Response: 0.25
hours.

Annual Burden Hours: 90.

Needs and Uses: This information
collection requires contractors to supply
personal identity information for
attendees at pre-proposal conferences
that are held at NASA facilities. The
information includes, but is not limited
to name, social security number, place
of birth, and citizenship. NASA will
utilize the information to perform
security checks for entrance to NASA
facilities. Without the collection of this
information, NASA will be unable to
permit entrance to NASA facilities for
attendance at pre-proposal conferences.

Affected Public: Businesses or other
for-profit and not-for-profit institutions.

Frequency: On occasion.

Written comments and
recommendations on the proposed
information collection should be sent to
NASA, Attn: Leigh Pomponio
leigh.pomponio@NASA.gov. Comments
can be received up to 60 days after the
date of this notice.

To request more information on this
proposed information collection or to
obtain a copy of the proposal and
associated collection instruments,
please write to NASA, Attn: Leigh
Pomponio, 300 E Street SW.,
Washington, DC 20546—0001.

List of Subjects in 48 CFR 1834, 1841,
1846, 1851, and 1852.

Government procurement.

William P. McNally,
Assistant Administrator for Procurement.

Accordingly, 48 CFR parts 1834, 1841,
1846, 1851, and 1852 are proposed to be
amended as follows:

PART 1834—MAJOR SYSTEM
ACQUISITION

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

Authority: 42 U.S.C. 2473(c)(1).

1834.201 [Amended]
m 2. Amend section 1834.201 to read as
follows:
m a. Amend paragraph (a) introductory
text by removing the word
“acquisitions” in the first sentence and
adding in its place the word
“contracts’’.
m b. Amend paragraph (a)(3) by adding
the phrase “Earned Value Management”
before the acronym EVM and adding
parentheses around EVM.
m c. Amend the first sentence of
paragraph (b), by removing the phrase
“earned value management” with
“EVM” and adding the phrase “a
schedule management system” with “an
Integrated Master Schedule (IMS)”.
m d. Amend paragraph (d) by adding the
phrase “and the applicable NASA
Center EVM Focal Point (http://
evm.nasa.gov/council.html)” between
“office” and “in determining”.
m e. Amend paragraph (e) by removing
“American National Standards Institute/
Electronics Industries Alliance
Standard” and the parentheses around
the existing acronym ANSI/EIA.
m f. Add paragraph (f).

The addition reads as follows:

1834.201 Policy.

(f) As a minimum, and in accordance
with NPD 7120.5, requirements
initiators shall ensure that EVMS
monthly reports are included as a
deliverable in the acquisition package
provided to the procurement office for
implementation into contracts where
EVMS applies. Additionally, the
acquisition package shall include a
Contract Performance Report (CPR), IMS
and a Work Breakdown Structure (WBS)
and the appropriate data requirements
descriptions (DRDs) for implementation
into the contract.

1834.203-70 [Amended]

m 3. Amend section 1834.203-70 by
removing “1834.201(a)(3)” and adding
in its place “1834.201(c)” in the first
sentence.
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PART 1841—ACQUISITION OF UTILITY
SERVICES

m 4. The authority citation for this
section continues to read as follows:

Authority: 42 U.S.C. 2473(c)(1).

Subpart 1841.5 [Removed and
Reserved].

m 5. Remove and reserve Subpart
1841.5.

PART 1846—QUALITY ASSURANCE

m 6. The authority citation continues to
read as follows:

Authority: U.S.C. 2473(c)(1).

m 7. Add Subpart 1846.1 to read as
follows:

Subpart—1846.1 General

1846.101 Definitions.

“Counterfeit goods” means an item
that is an unauthorized copy or
substitute that has been identified,
marked, and/or altered by a source other
than the item’s legally authorized source
and has been misrepresented to be an
authorized item of the legally
authorized source.

“Legally authorized source” means
the current design activity or the
original manufacturer or a supplier
authorized by the current design activity
or the original manufacturer to produce
an item.

1846.102 Policy.

(f) See NPR 8735.2, Section 2.1,
concerning quality assurance for critical
acquisition items. Generally, the quality
assurance requirements set forth in the
NPR for critical acquisition items are
not allowed under Part 12 procedures.
See FAR 12.208.

m 8. Section 1846.670—1 is revised to
read as follows:

1846.670-1 General.

This subpart contains procedures and
instructions for use of the DD Form 250,
Material Inspection and Receiving
Report (MIRR), (DD Form 250 series
equivalents, and commercial shipping/
packing lists used to document
Government contract quality assurance
(CQA).

m 9. Section 1846.670-2 is revised to
read as follows:

1846.670-2 Applicability.
(a) This subpart applies to supplies or
services acquired by or for NASA when
the clause at 1852.246-72, Material
Inspection and Receiving Report, is
included in the contract.
m 10. Section 1846.670-3 is revised to
read as follows:

1846.670-3 Use.

(a) The DD Form 250 is a
multipurpose report used for—

(1) Providing evidence of CQA at
origin or destination;

(2) Providing evidence of acceptance
at origin or destination;

(3) Packing lists;

(4) Receiving;

(5) Shipping; and

(6) Contractor invoice support.

(b) Do not use MIRRs for shipments—

(1) By subcontractors, unless the
subcontractor is shipping directly to the
Government; or,

(2) Of contract inventory.

(c) The contractor prepares the DD
Form 250, except for entries that an
authorized Government representative
is required to complete. The contractor
shall furnish sufficient copies of the
completed form, as directed by the
Government Representative.

m 11. Section 1846.670-5 is revised to
read as follows:

1846.670-5 Forms.

An electronic copy of the DD Form
250 may be downloaded from the
General Services Administration’s
Forms Library at http://www.gsa.gov/
portal/category/100000.

m 12.In 1846.672—1, paragraphs (a)(1),
(b), and (c) are revised to read as
follows:

1846.672-1 Preparation Instructions.
* * * * *

(1) Dates shall include nine spaces
consisting of the four digits of the year,
the first three letters of the month, and

two digits for the date (e.g., 2012SEP24).

* * * * *

(b) Classified information. Do not
include classified information on the
MIRR. MIRRs must not be classified.

(c) Block 1—PROCUREMENT
INSTRUMENT IDENTIFICATION
(CONTRACT NUMBER) Enter the ten-
character, alpha-numeric procurement
identifier of the contract.

(h) Block 6—INVOICE.

The contractor may enter the invoice
number and actual or estimated date on
all copies of the MIRR. When the date
is estimated, enter an “E”’ after the date.
Do not correct MIRRs to reflect the

actual date of invoice submission.
* * *

(j) Block 8—ACCEPTANCE POINT.
Enter an “S” for origin or “D”’ for
destination as specified in the contract
as the point of acceptance.

(k) Block 9—PRIME CONTRACTOR.
Enter the Commercial and Government
Entity (CAGE) code and address.

In section 1846.672, the first sentence
of paragraph (r)(1)(i) is amended by

removing the phrase “Federal” and
adding its place the phrase “national”
and removing the phrase “(FSN)”” and
adding in its place the phrase “(NSN)”.

j. In section 1846.672, paragraph (r)(3)
is revised by replacing “Command”
with “Agency”.

k. In section 1846.672, paragraph
(r)(4)(ii) is revised by replacing “FSN”
with “NSN”.

1. In section 1846.672, paragraph
(r)(4)(v) is revised by replacing “FSN”’
with “NSN”.

m. In section 1846.672, paragraph
(r)(4)(xi) is revised by replacing “‘shall”
with “will”.

* * * * *

1846.672-5 [Removed]
m 13. Section 1846.672-5 is removed.

1846.672—-6 and 1846.672—-7 [Redesignated
as 1846.672-5 and 1846.672—6]

Sections 1846.672—6 and 1846.672—7
are redesignated as 1846.672-5 and
1846.672—6.

m 14. Section 1846.674 is revised to read
as follows:

1846.674 Contract clause.

The contracting officer shall insert the
clause at 1852.246-72, Material
Inspection and Receiving Report, in
solicitations and contracts when there
will be separate and distinct
deliverables, even if the deliverables are
not separately priced. The clause is not
required for—

(1) Contracts awarded using
simplified acquisition procedures;

(2) Negotiated subsistence contracts;
or

(3) Contracts for which the deliverable
is a scientific or technical report. Insert
number of copies and distribution
instructions in paragraph (a).

PART 1851—USE OF GOVERNMENT
SOURCES BY CONTRACTORS

m 15. The authority citation continues to
read as follows:

Authority: 42 U.S.C. 2473(c)(1).

1851.102-70 [Removed and Reserved]

m 16. Remove and reserve section
1851.102-70.

PART 1852—SOLICITATION
PROVISIONS AND CONTRACT
CLAUSES

m 17. The authority citation continues to
read as follows:

Authority: 42 U.S.C. 2473(c)(1).
m 18. Section 1852.215.77 is amended

by adding paragraphs (c), (d), and (e) to
read as follows:


http://www.gsa.gov/portal/category/100000
http://www.gsa.gov/portal/category/100000
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1852.215-77 Preproposal/Pre-Bid
Conference.
* * * * *

PRE-PROPOSAL/PRE-BID
CONFERENCE [XX/XX]

* * * * *

(c) Offerors, individuals, or interested
parties who plan to attend the pre-
proposal/pre-bid conference must
provide the Contracting Officer in
writing, at a minimum, full name of the
attendee(s), identification of nationality
(U.S. or specify other nation
citizenship), Lawful Permanent
Resident Numbers in the case of foreign
nationals, affiliation and full office
address/phone number. Center-specific
security requirements for this pre-
proposal/pre-bid conference will be
given to a company representative prior
to the conference or will be identified in
this solicitation as follows: (fill-in).
Examples of specific identification
information which may be required
include state driver’s license and social
security number. Except for foreign
nationals, the identification information
must be provided at least (fill-in)
working days in advance of the
conference. This information shall be
provided at least (fill-in) working days
in advance of the conference for foreign
nationals due to the longer badging and
clearance processing time required.
However, the Center reserves the right
to determine foreign nationals may not
be allowed on the Government site. The
Government is not responsible for
offerors’ inability to obtain clearance
within sufficient time to attend the
conference. Due to space limitations,
representation of any potential Offeror
may not exceed (fill-in) company
representatives/persons per Offeror.
Any “lobbying firm or lobbyist” as
defined in 2 U.S.C. 1602(9) and (10), or
any Offeror represented by a lobbyist
under the Lobbying Disclosure Act of
1995 shall be specifically identified.

(d) Visitors on NASA Centers are
allowed to possess and use
photographic equipment (including
camera cell phones) and related
materials EXCEPT IN CONTROLLED
AREAS. Anyone desiring to use camera
equipment during the conference
should contact the Contracting Officer
to determine if the site(s) to be visited
is a controlled area.

(e) The Government will respond to
questions regarding this procurement
provided such questions have been
received at least five (5) working days
prior to the conference. Other questions
will be answered at the conference or in
writing at a later time. All questions,
together with the Government’s
response, will be transmitted to all

solicitation recipients via the
government-wide point of entry (GPE).
In addition, conference materials
distributed at the preproposal/pre-bid
conference will be made available to all
potential offerors via the GPE using the
NALIS Electronic Posting System.

(End of provision)
m 19 Section 1852.215-81 is amended
by:
m a. Paragraph (a) is amended by
removing the chart and replacing it to
read;
m b. Paragraph (b) is amended by adding
a sentence at the end of the paragraph.
m c. Paragraph (c) is revised.

The revisions read as follows:

1852.215-81 Proposal Page Limitations.
(a] * * %
Proposal
secton | Page limit | [Proposal
(List each (Specify (List each
volume or limit) subsection
section)
(e.g. Offeror's
Subcon-
tracting Plan
should not
exceed 20
pages)

(b) * * * Other limitations/
instructions identified as follows: (fill-
in, if there are other limitations/
instructions).

(c) Identify any exclusions to the page
limits that are excluded from the page
counts specified in paragraph (a) of this
provision (e.g. title pages, table of
contents) as follows: (fill-in). In
addition, the Cost section of your
proposal is not page limited. However,
this section is to be strictly limited to
cost and price information. Information
that can be construed as belonging in
one of the other sections of the proposal
will be so construed and counted
against that section’s page limitation.

(End of provision)

m 20. Section 1852.234—1 is amended as
follows:

m a. Paragraph (a) is amended by adding
the phrase “(current version at time of
solicitation).” After the word “Systems”
at the end of the paragraph.

m b. Paragraph (b)(1)(iii) and paragraph
(b)(1)(vii).

The revisions read as follows:

1852.234-1 Notice of Earned Value
Management System.

(b] * k%

(1) * * %

(iii) Provide a matrix that correlates
each guideline in ANSI/EIA 748
(current version at time of solicitation)
to the corresponding process in the

offeror’s written management

procedures;
* * * * *

(vii) If the value of the offeror’s
proposal, including options, is $50
million or more, provide a schedule of
events leading up to formal validation
and Government acceptance of the
Contractor’s EVMS. Guidance can be
found in the Department of Defense
Earned Value Management
Implementation Guide (https://
acc.dau.mil/
CommunityBrowser.aspx?id=19557) as
well as in the National Defense
Industrial Association (NDIA) Earned
Value Management Systems Acceptance
Guide (http://www.ndia.org/divisions/
divisions/procurement/pages/

programsystemcommittee.aspx).
* * * * *

m 21. Section 1852.234-2 is amended as
follows:
m a. By revising paragraph (a)(2) ;
m b. The first sentence in paragraph (b)
is amended by removing the phrase
““cost/schedule control system” and
adding “EVMS” in its place;
m c. Paragraph (c) is amended by adding
the sentence “See the NASA IBR
Handbook (http://evm.nasa.gov/
handbooks.html) for guidance.” at the
end of the paragraph:

The revisions read as follows:

1852.234-2 Earned Value Management
System.

(a) * *x %

(2) Earned Value Management (EVM)
procedures that provide for generation
of timely, accurate, reliable, and
traceable information for the Contract
Performance Report (CPR) and the
Integrated Master Schedule (IMS)
required by the data requirements

descriptions in the contract.
* * * * *

1852.241-70 [Removed and Reserved]

m 22. Remove and reserve section t
1852.241-70.

m 23.In §1852.246-72, Material
Inspection and Receiving Report,
paragraph (a) is revised to read as
follows:

1852.246-72 Material Inspection and
Receiving Report.
* * * * *

(a) At the time of each delivery to the
Government under this contract, the
Contractor shall prepare and furnish a
Material Inspection and Receiving
Report (DD Form 250 series). The
form(s) shall be prepared and
distributed as follows:



http://www.ndia.org/divisions/divisions/procurement/pages/programsystemcommittee.aspx
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(Insert number of copies and
distribution instructions.)
* * * * *
[FR Doc. 2013-06441 Filed 4-17-13; 8:45 am)]
BILLING CODE 7510-01-P
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public. Notices of hearings and investigations,
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AGENCY FOR INTERNATIONAL
DEVELOPMENT

Privacy Act of 1974, System of
Records

AGENCY: United States Agency for
International Development.

ACTION: Altered system of records.

SUMMARY: The United States Agency for
International Development (USAID) is
issuing public notice of its intent to alter
a system of records maintained in
accordance with the Privacy Act of 1974
(5 U.S.C. 552a), as amended, entitled
“USAID-09, Criminal Law Enforcement
Records System”. USAID is updating
this system of record for a non-
significant change, to reflect the address
change for the location of the system.
This action is necessary to meet the
requirements of the Privacy Act to
publish in the Federal Register notice of
the existence and character of record
systems maintained by the agency (5
U.S.C. 522a(e)(4)).

DATES: The 30-day public comment
period and 10-day additional OMB and
Congress review period is not required
for non-significant alterations.

ADDRESSES: You may submit comments:
Paper Comments

e Fax:(703) 666—5670.

e Mail: Chief Privacy Officer, United
States Agency for International
Development, 2733 Crystal Drive, 11th
Floor, Arlington, VA 22202.

Electronic Comments

e Federal eRulemaking Portal: http://
www.regulations.gov. Follow the
instructions on the Web site for
submitting comments.

e Email: privacy@usaid.gov.

FOR FURTHER INFORMATION CONTACT: For
general questions, please contact,
USAID Privacy Office, United States
Agency for International Development,
2733 Crystal Drive, 11th Floor,

Arlington, VA 22202. Email:
privacy@usaid.gov.

SUPPLEMENTARY INFORMATION: The
Criminal Law Enforcement Records
System, will now be electronically
stored and located in a new location.
The new location is: Terremark NAP of
the Americas, 2 S Biscayne Blvd.,
Miami, FL 33131.

Dated: March 15, 2013.
William Morgan,
Chief Information Security Officer—Chief
Privacy Officer.

USAID-09

SYSTEM NAME:

Criminal Law Enforcement Records
System

SECURITY CLASSIFICATION:
Sensitive But Unclassified.

SYSTEM LOCATION:

Terremark NAP of the Americas, 2 S
Biscayne Blvd., Miami, FL 33131.

CATEGORIES OF INDIVIDUALS COVERED BY THE
SYSTEM:

In connection with its investigative
duties, OIG maintains records in its
Criminal law Enforcement Records
System on the following categories of
individuals insofar as they are relevant
to any investigation or preliminary
inquiry undertaken to determine
whether to commence an investigation:
complainants; witnesses; confidential
and non-confidential informants;
contractors; subcontractors; recipients of
federal assistance or funds and their
contractors/subcontractors and
employees; individuals threatening
USAID employees or the USAID
Administrator; current, former, and
prospective employees of USAID;
alleged violators of USAID rules and
regulations; union officials; individuals
investigated and/or interviewed;
persons suspected of violations of
administrative, civil, and/or criminal
provisions; grantees,” sub-grantees;
lessees; licensees; and other persons
engaged in official business with
USAID.

CATEGORIES OF RECORDS COVERED BY THIS
SYSTEM:

The system contains investigative
reports and materials gathered or
created with regard to investigations of
administrative, civil, and criminal
matters by OIG and other Federal, State,

local, tribal, territorial, or foreign
regulatory or law enforcement agencies.
Categories of records may include:
complaints; request to investigate;
information contained in criminal, civil,
or administrative referrals; statements
from subjects, targets, and/or witnesses;
affidavits, transcripts, police reports,
photographs, and/or documents relative
to a subject’s prior criminal record;
medical records, accident reports,
materials and intelligence information
from other governmental investigatory
or law enforcement organizations;
information relative to the status of a
particular complaint or investigation,
including any determination relative to
criminal prosecution, civil, or
administrative action; general case
management documentation’ subpoenas
and evidence obtained in response to
subpoenas; evidence logs; pen registers;
correspondence, records of seized
property’ reports of laboratory
examination; reports of investigation;
and other data or evidence collected or
generated by OIG’s Office of
Investigations during the course of
conducting its official duties.

AUTHORITY FOR MAINTENANCE OF THE SYSTEM:

The Inspector General Act of 1978, 5
U.S.C. App. 3, as amended.

PURPOSE(S):

The records contained in this system
are used by OIG to carry out its statutory
responsibilities under the Inspector
General Act of 1978, as amended, to
conduct and supervise investigations
relating to programs and operations of
USAID; to promote economy, efficiency,
and effectiveness in the administration
of such programs and operations; and to
prevent and detect fraud, waste, and
abuse in such programs and operations.
The records are used in the course of
investigating individuals and entities
suspected of having committed illegal or
unethical acts, and in conducting
related criminal prosecutions, civil
proceedings, and administrative actions.

ROUTINE USE OF RECORDS MAINTAINED IN THE
SYSTEM, INCLUDING CATEGORIES OF USERS AND
THE PURPOSE OF SUCH USES:

USAID’s routine uses, see 42 FR
47371 (September 20, 1977) and 59 FR
52954 (October 20, 1994), apply to this
system of records. As additional routine
uses for this records system, USAID/OIG
may disclose information in this system
as follows:
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(a) Disclosure to the Department of
Justice (DQJ) or a legal representative
designated by a Federal Agency in
circumstances in which:

(1) USAID or OIG, or any component
thereof:

(2) Any employee of USAID or OIG in
his or her official capacity;

(3) Any employee of USAID or OIG in
his or her individual capacity, where
the DOJ has agreed to represent or is
considering a request to represent the
employee; or

(4) The United States or any of its
components is a party to pending or
potential litigation or has an interest in
such litigation, USAID or OIG will be
affected by the litigation, or USAID or
OIG determines that the use of such
records by the DOJ is relevant and
necessary to the litigation; provided,
however, that in each case, USAID or
OIG determines that disclosure of the
records to the DOJ is a use of the
information that is compatible with the
purpose for which the records were
collected.

(b) Disclosure to any source from
which additional information is
requested in order to obtain information
relevant to:

(1) A decision by either USAID or OIG
concerning the hiring, assignment, or
retention of an individual or other
personnel action;

(2) The issuance, renewal, retention,
or revocation of a security clearance;

(3) The execution of a security or
suitability investigation;

(4) The letting of a contract; or

(5) The issuance, retention, or
revocation of a license, grant, award,
contract, or other benefit to the extent
the information is relevant and
necessary to a decision by USAID or
OIG on the matter.

(c) Disclosure to a Federal, State,
local, foreign, tribal, territorial, or other
public authority in response to its
request in connection with:

(1) The hiring, assignment, or
retention, of an individual;

(2) The issuance, renewal, retention or
revocation of a security clearance;

(3) The execution of a security or
suitability investigation;

(4) The letting of a contract; or

(5) The issuance, retention, or
revocation of a license, grant, award,
contract, or other benefit conferred by
that entity to the extent that the
information is relevant and necessary to
the requesting entity’s decision on the
matter.

(d) Disclosure in the event that a
record, either by itself or in combination
with other information, indicates a
violation or a potential violation of law,
whether civil, criminal, or regulatory in

nature, and whether arising by general
statute or particular program stature, or
by regulation, rule, or order issued
pursuant thereto; or a violation or
potential violation of a contract
provision. In these circumstances, the
relevant records in the system may be
referred, as a routine use, to the
appropriate entity, whether Federal,
State, tribal, territorial, local or foreign,
charged with the responsibility of
investigating or prosecuting such
violation or charged with enforcing or
implementing the statute, rule,
regulation, order or contract.

(e) Disclosure to any source from
which additional information is
requested, either private or
governmental, to the extent necessary to
solicit information relevant to any
investigation, audit, or evaluation.

(f) Disclosure to a foreign government
pursuant to an international treaty,
convention, or executive agreement
entered into by the United States.

(g) Disclosure to contractors, grantees,
consultants, or volunteers performing or
working on a contract, service, grant,
cooperative agreement, job or other
activity for USAID or OIG, who have a
need to access the information in the
performance of their duties or activities.
When appropriate, recipients will be
required to comply with the
requirements of the Privacy Act of 1974
as provided in 5 U.S.C. 552a(m).

(h) Disclosure to representatives of the
Office of Personnel Management, the
Office of Special Counsel, the Merit
Systems Protection Board, the Federal
Labor Relations Authority, the Equal
Employment Opportunity Commission,
the Office of Government Ethics, and
other Federal agencies in connection
with their efforts to carry out their
responsibilities to conduct
examinations, investigations, and/or
settlement efforts, in connection with
administrative grievances, complaints,
claims, or appeals filed by an employee,
and such other functions promulgated
in 5 U.S.C. 1205-06.

(i) Disclosure to a grand jury agent
pursuant to a Federal or State grand jury
subpoena or to a prosecution request
that such record be released for the
purpose of its introduction to a grand
ury.

(j) Disclosure in response to a facially
valid subpoena for the record.

(k) Disclosure to the National
Archives and Records Administration
for the purpose of records management
inspections conducted under authority
of 44 U.S.C. 2904, 2906.

(1) Disclosure to the Departments of
the Treasury and Justice in
circumstances in which OIG seeks to
obtain, or has in fact obtained, and ex

parte court order to obtain tax return
information from the Internal Revenue
Service.

(m) Disclosure to any Federal official
charged with the responsibility to
conduct qualitative assessment reviews
of internal safeguards and management
procedures employed in investigative
operations for purposed of reporting to
the President and Congress on the
activities of OIF as contemplated by the
Homeland Security Act of 2002 (Pub. L.
107-296; November 25, 2002). This
disclosure category includes other
Federal offices of inspectors general and
members of the President’s Council on
Integrity and Efficiency, and officials
and administrative staff within their
investigative chain of command, as well
as authorized officials of DOJ and its
component, the Federal Bureau of
Investigation.

DISCLOSURE TO CONSUMER REPORTING
AGENCIES:

Not applicable.

POLICIES AND PRACTICES FOR STORING,
RETRIEVING, ACCESSING, RETAINING, AND
DISPOSING OF RECORDS IN THE SYSTEM:

STORAGE:

Paper records and all other media
(photographs, audio recordings,
diskettes, CD’s etc) are stored in GSA-
approved security containers with
combination locks in a secured area.
Electronic records are password
protected and maintained on a file
server in locked facilities that are
secured at all times by security systems
and video surveillance cameras.

RETRIEVABILITY:

Records are retrieved in a database by
name and or alias, as well as by non-
personally identifiable information,
such as case number.

SAFEGUARDS:

Access to paper records is restricted
to authorized OIG employees on a need-
to-know basis. At all times, paper
records are maintained in locked safes
in a secured area in offices that are
occupied by authorized OIG employees.
Access to electronic records is restricted
to authorized OIG staff members on a
need-to-know basis. Each person
granted access to the system must be
individually authorized to use the
system.

Disclosure of records maintained
electronically is restricted through the
use of passwords. The computer servers
in which records are stored are
password protected. Passwords are
changed on a cyclical basis. The
computer servers are located in locked
facilities that are secured at all times by
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security systems and video surveillance
cameras. The security systems provide
immediate notification of any attempted
intrusion to USAID Security personnel.
All data exchanged between the servers
and individual computers is encrypted.
Backup tapes are stored in a locked and
controlled room in a secure, off-site
location.

RETENTION AND DISPOSAL:

Records relating to persons covered
by this system are retained for two or
five years after the investigation is
closed. If an investigation does not
involve allegations against a senior level
USAID employee, is not of
congressional interest, or does not yield
a reportable result, the records within
the closed case file are maintained for
a period of two years from the date of
closing by OIG. If the investigation
yields a reportable result, has
congressional interest, or involves
allegations against a senior level USAID
employee, the records within the closed
case file will be retained for five years
from the date of closing by OIG. After
the applicable period (two or five years),
closed investigative files will be sent
from USAID, Office of Inspector
General, 1300 Pennsylvania Ave. NW.,
Washington, DC 20523, to the
Washington National Records Center in
Suitland, Maryland, where they will be
retained for fifteen years, and
subsequently destroyed. Any electronic
file that qualifies as a record will be
printed out and treated as a hard-copy
record for disposition purposes.

NOTIFICATION PROCEDURES:

Records in this system are exempt
from notification, access, and
amendment procedure in accordance
with subsections (j) and (k) of 5 U.S.C.
552a, and 22 CFR 215.13 and 215.14.
Individuals requesting notification of
the existence of records on themselves
should send their request to the System
Manager (see information above). The
request must be in writing and include
the requester’s full name, his or her
current address, his or her date and
place of birth, and a return address for
transmitting the information. The
request shall be signed by either
notarized signature or by signature
under penalty of perjury. Requesters
shall also reasonably specify the record
contents being sought.

RECORD ACCESS PROCEDURES:

Individuals wishing to request access
to a record on himself or herself must
submit the request in writing according
to the “Notification Procedures’ above.

CONTESTING RECORD PROCEDURES:

An individual requesting amendment
of a record maintained on himself or
herself must identify the information to
be changed and the corrective action
sought. Requests must follow the
“Notification Procedures” above.

RECORD SOURCE CATEGORY:

OIG collects information from a wide
variety of sources, including
information from USAID and other
Federal, State and local agencies,
subjects, witnesses, complainants,
confidential and/or non-confidential
sources, and other nongovernmental
entities.

EXEMPTIONS CLAIMED FOR THE SYSTEM:

Under the specific authority provided
by subsection (j)(2) of 5 U.S.C. 552a,
USAID has adopted regulations, 22 CFR
215.13 and 215.14, which exempt this
system from the notice, access, and
amendment requirements of 5 U.S.C.
552a, except subsections (b); (c)(1) and
(2); (e)(4)(A) through (F); (e)(6), (7), (9),
(10), and (11); and (i). If the provision
found at subsection (j)(2) of 5 U.S.C.
552a is held to be invalid, then, under
subsections (k)(1) and (2) of 5 U.S.C.
552a, this system is determined to be
exempt from the provisions of
subsections (c)(3); (d); (e)(1); (e)(4)(G),
(H), and (I); and (f) of 5 U.S.C. 552a. See
57 FR 38276, 38280—-81 (August 24,
1992). The reasons for adoption of 22
CFR 215.13 and 215.14 are to protect the
materials required by Executive order to
be kept secret in the interest of national
defense of foreign policy, to maintain
the integrity of the law enforcement
process, to ensure the proper
functioning and integrity of law
enforcement activities, to prevent
disclosures of investigative techniques,
to maintain the ability to obtain
necessary information, to prevent
subjects of investigation from frustrating
the investigatory process, to avoid
premature disclosure of the knowledge
of criminal activity and the evidentiary
basis of possible enforcement actions, to
fulfill commitments made to sources to
protect their identities and the
confidentiality of information, and to
avoid endangering these sources and
law enforcement personnel.

Meredith Snee,

Privacy Analyst.

[FR Doc. 2013-09103 Filed 4-17-13; 8:45 am]
BILLING CODE 6116-01-P

DEPARTMENT OF AGRICULTURE

Council for Native American Farming
and Ranching

AGENCY: Office of Tribal Relations,
USDA.

ACTION: Notice of public meeting.

SUMMARY: This notice announces a
forthcoming meeting of The Council for
Native American Farming and Ranching
(CNAFR) a public advisory committee of
the Office of Tribal Relations (OTR).
Notice of the meetings are provided in
accordance with section 10(a)(2) of the
Federal Advisory Committee Act, as
amended, (5 U.S.C. Appendix 2). This
will be the third meeting of the CNAFR
and will consist of, but not limited to:
hearing public comments; update of
USDA programs and activities;
discussion of committee priorities. This
meeting will be open to the public.

DATES: The meeting will be held on May
3,2013 from 1 p.m. to 5 p.m. EST. The
meeting will be open to the public. Note
that a period for public comment will be
held on May 3, 2013 4:00 p.m. to 5:00
p-m. EST

ADDRESSES: The meeting will be
conducted using webinar and
teleconference technology. This will not
be an in-person meeting. Webinar and
teleconference access information for
the meeting will be posted to the OTR
Web site at www.usda.gov/
tribalrelations.

Written Comments: Written comments
may be submitted to: John Lowery,
Tribal Relations Manager, Office of
Tribal Relations (OTR), 1400
Independence Ave. SW., Whitten Bldg.,
500—A, Washington, DC 20250; by Fax:
(202) 720-1058; or by email:
John.Lowery@osec.usda.gov.

FOR FURTHER INFORMATION CONTACT:
Questions should be directed to John
Lowery, Tribal Relations Manager, OTR,
1400 Independence Ave. SW., Whitten
Bldg., 500A, Washington, DC 20250; by
Fax: (202) 720-1058 or email:
John.Lowery@osec.usda.gov.

SUPPLEMENTARY INFORMATION: In
accordance with the provisions of the
Federal Advisory Committee Act
(FACA) as amended (5 U.S.C. App. 2),
USDA established an advisory council
for Native American farmers and
ranchers. The CNAFR is a discretionary
advisory committee established under
the authority of the Secretary of
Agriculture, in furtherance of the
settlement agreement in Keepseagle v.
Vilsack that was granted final approval
by the District Court for the District of
Columbia on April 28, 2011.
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The CNAFR will operate under the
provisions of the FACA and report to
the Secretary of Agriculture. The
purpose of the CNAFR is (1) to advise
the Secretary of Agriculture on issues
related to the participation of Native
American farmers and ranchers in
USDA farm loan programs; (2) to
transmit recommendations concerning
any changes to FSA regulations or
internal guidance or other measures that
would eliminate barriers to program
participation for Native American
farmers and ranchers; (3) to examine
methods of maximizing the number of
new farming and ranching opportunities
created through the farm loan program
through enhanced extension and
financial literacy services; (4) to
examine methods of encouraging
intergovernmental cooperation to
mitigate the effects of land tenure and
probate issues on the delivery of USDA
farm loan programs; (5) to evaluate other
methods of creating new farming or
ranching opportunities for Native
American producers; and (6) to address
other related issues as deemed
appropriate.

The Secretary of Agriculture selected
a diverse group of members representing
a broad spectrum of persons interested
in providing solutions to the challenges
of the aforementioned purposes. Equal
opportunity practices were considered
in all appointments to the CNAFR in
accordance with USDA policies. The
Secretary selected the members in May
2012. Interested persons may present
views, orally or in writing, on issues
relating to agenda topics before the
CNAFR.

Written submissions may be
submitted to the contact person on or
before April 26, 2013. Oral
presentations from the public will be
scheduled between approximately 4:00
p.m. to 5:00 p.m. on May 3, 2013. Those
individuals interested in making formal
oral presentations should notify the
contact person and submit a brief
statement of the general nature of the
issue they wish to present and the
names and addresses of proposed
participants by April 26, 2013. All oral
presentations will be given three (3) to
five (5) minutes depending on the
number of participants.

OTR will also make all agenda topics
available to the public via the OTR Web
site: http://www.usda.gov/tribalrelations
no later than 10 business days before the
meeting and at the meeting. In addition,
the minutes from the meeting will be
posted on the OTR Web site. OTR
welcomes the attendance of the public
at the CNAFR meetings and will make
every effort to accommodate persons
with physical disabilities or special

needs. If you require special
accommodations due to a disability,
please contact John Lowery, at least 10
business days in advance of the
meeting.

Dated: April 4, 2013.
Max Finberg,
Acting Director, Office of Tribal Relations.
[FR Doc. 2013-09051 Filed 4-17-13; 8:45 am]
BILLING CODE 3410-05-P

DEPARTMENT OF AGRICULTURE

Animal and Plant Health Inspection
Service

[Docket No. APHIS-2013-0020]

Availability of an Environmental
Assessment for Field Testing of a
Yersinia Pestis Vaccine, Live Raccoon
Poxvirus Vector

AGENCY: Animal and Plant Health
Inspection Service, USDA.

ACTION: Notice of availability.

SUMMARY: We are advising the public
that the Animal and Plant Health
Inspection Service has prepared an
environmental assessment concerning
authorization to ship for the purpose of
field testing, and then to field test, an
unlicensed Yersinia Pestis Vaccine, Live
Raccoon Poxvirus Vector. The
environmental assessment, which is
based on a risk analysis prepared to
assess the risks associated with the field
testing of this vaccine and related
information, examines the potential
effects that field testing this veterinary
vaccine could have on the quality of the
human environment. Based on the risk
analysis and other relevant data, we
have reached a preliminary
determination that field testing this
veterinary vaccine will not have a
significant impact on the quality of the
human environment, and that an
environmental impact statement need
not be prepared. We intend to authorize
shipment of this vaccine for field testing
following the close of the comment
period for this notice unless new
substantial issues bearing on the effects
of this action are brought to our
attention. We also intend to issue a U.S.
Veterinary Biological Product license for
this vaccine, provided the field test data
support the conclusions of the
environmental assessment and the
issuance of a finding of no significant
impact and the product meets all other
requirements for licensing.

DATES: We will consider all comments

that we receive on or before May 20,
2013.

ADDRESSES: You may submit comments
by either of the following methods:

e Federal eRulemaking Portal: Go to
http://www.regulations.gov/
#!documentDetail;D=APHIS-2013-0020-
0001.

e Postal Mail/Commercial Delivery:
Send your comment to Docket No.
APHIS-2013-0020, Regulatory Analysis
and Development, PPD, APHIS, Station
3A—-03.8, 4700 River Road Unit 118,
Riverdale, MD 20737-1238.

Supporting documents and any
comments we receive on this docket
may be viewed at http://
www.regulations.gov/
#!docketDetail;D=APHIS-2013-0020 or
in our reading room, which is located in
room 1141 of the USDA South Building,
14th Street and Independence Avenue
SW., Washington, DC. Normal reading
room hours are 8 a.m. to 4:30 p.m.,
Monday through Friday, except
holidays. To be sure someone is there to
help you, please call (202) 7997039
before coming.

FOR FURTHER INFORMATION CONTACT: Dr.
Donna Malloy, Operational Support
Section, Center for Veterinary Biologics,
Policy, Evaluation, and Licensing, VS,
APHIS, 4700 River Road Unit 148,
Riverdale, MD 20737-1231; phone (301)
851-3426, fax (301) 734-4314.

For information regarding the
environmental assessment or the risk
analysis, or to request a copy of the
environmental assessment (as well as
the risk analysis with confidential
business information removed), contact
Dr. Patricia L. Foley, Risk Manager,
Center for Veterinary Biologics, Policy,
Evaluation, and Licensing VS, APHIS,
1920 Dayton Avenue, P.O. Box 844,
Ames, IA 50010; phone (515) 337-6100,
fax (515) 337-6120.

SUPPLEMENTARY INFORMATION: Under the
Virus-Serum-Toxin Act (21 U.S.C. 151
et seq.), a veterinary biological product
must be shown to be pure, safe, potent,
and efficacious before a veterinary
biological product license may be
issued. A field test is generally
necessary to satisfy prelicensing
requirements for veterinary biological
products. Prior to conducting a field test
on an unlicensed product, an applicant
must obtain approval from the Animal
and Plant Health Inspection Service
(APHIS), as well as obtain APHIS’
authorization to ship the product for
field testing.

To determine whether to authorize
shipment and grant approval for the
field testing of the unlicensed product
referenced in this notice, APHIS
considers the potential effects of this
product on the safety of animals, public
health, and the environment. Using the
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risk analysis and other relevant data,
APHIS has prepared an environmental
assessment (EA) concerning the field
testing of the following unlicensed
veterinary biological product:

Requester: U.S. Geological Survey,
National Wildlife Health Center.

Product: Yersinia Pestis Vaccine, Live
Raccoon Poxvirus Vector.

Possible Field Test Locations:
Arizona, Colorado, Montana, New
Mexico, South Dakota, Texas, Utah, and
Wyoming.

The above-mentioned product
consists of a live recombinant raccoon
poxvirus vector expressing two Yersinia
pestis proteins. The vaccine is for the
oral vaccination of certain wildlife
species, specifically free-ranging prairie
dogs, as an aid in the prevention and
control of sylvatic plague.

The EA has been prepared in
accordance with: (1) The National
Environmental Policy Act of 1969
(NEPA), as amended (42 U.S.C. 4321 et
seq.), (2) regulations of the Council on
Environmental Quality for
implementing the procedural provisions
of NEPA (40 CFR parts 1500-1508), (3)
USDA regulations implementing NEPA
(7 CFR part 1b), and (4) APHIS’ NEPA
Implementing Procedures (7 CFR part
372).

Unless substantial issues with adverse
environmental impacts are raised in
response to this notice, APHIS intends
to issue a finding of no significant
impact (FONSI) based on the EA and
authorize shipment of the above product
for the initiation of field tests following
the close of the comment period for this
notice.

Because the issues raised by field
testing and by issuance of a license are
identical, APHIS has concluded that the
EA that is generated for field testing
would also be applicable to the
proposed licensing action. Provided that
the field test data support the
conclusions of the original EA and the
issuance of a FONSI, APHIS does not
intend to issue a separate EA and FONSI
to support the issuance of the product
license, and would determine that an
environmental impact statement need
not be prepared. APHIS intends to issue
a veterinary biological product license
for this vaccine following completion of
the field test provided no adverse
impacts on the human environment are
identified and provided the product
meets all other requirements for
licensing.

Authority: 21 U.S.C. 151-159.

Done in Washington, DC, this 15th day of
April 2013.

Kevin Shea,

Acting Administrator, Animal and Plant
Health Inspection Service.

[FR Doc. 2013—09144 Filed 4-17-13; 8:45 am]
BILLING CODE 3410-34-P

DEPARTMENT OF AGRICULTURE

Animal and Plant Health Inspection
Service

[Docket No. APHIS-2012-0053]

Importation of Fresh Oranges and
Tangerines From Egypt Into the United
States

AGENCY: Animal and Plant Health
Inspection Service, USDA.

ACTION: Notice of availability.

SUMMARY: We are advising the public
that we have prepared a pest list
associated with oranges and tangerines
from Egypt that identifies pests of
concern. Subsequently, we prepared a
commodity import evaluation document
to determine the risk posed by peach
fruit fly in oranges and tangerines from
Egypt. Based on that evaluation, we
have concluded that the application of
one or more designated phytosanitary
measures will be sufficient to mitigate
the pest risk. In addition, we are
advising the public that we have
prepared a treatment evaluation
document that describes a new
treatment schedule that can be used to
neutralize peach fruit fly and
Mediterranean fruit fly in oranges and
tangerines. We are making the pest list,
commodity import evaluation
document, and treatment evaluation
document available to the public for
review and comment.

DATES: We will consider all comments
that we receive on or before June 17,
2013.

ADDRESSES: You may submit comments
by either of the following methods:

e Federal eRulemaking Portal: Go to
http://www.regulations.gov/
#!documentDetail;D=APHIS-2012-0053-
0001.

e Postal Mail/Commercial Delivery:
Send your comment to Docket No.
APHIS-2012-0053, Regulatory Analysis
and Development, PPD, APHIS, Station
3A-03.8, 4700 River Road Unit 118,
Riverdale, MD 20737-1238.

Supporting documents and any
comments we receive on this docket
may be viewed at http://
www.regulations.gov/
#!docketDetail;D=APHIS-2012-0053 or
in our reading room, which is located in

room 1141 of the USDA South Building,
14th Street and Independence Avenue
SW., Washington, DC. Normal reading
room hours are 8 a.m. to 4:30 p.m.,
Monday through Friday, except
holidays. To be sure someone is there to
help you, please call (202) 799-7039
before coming.

FOR FURTHER INFORMATION CONTACT: Mr.
Tony Roman, Import Specialist, PPQ,
APHIS, 4700 River Road Unit 156,
Riverdale, MD 20737; (301) 851-2242.

SUPPLEMENTARY INFORMATION:
Background

Under the regulations in “Subpart—
Fruits and Vegetables” (7 CFR 319.56—
1 through 319.56-58), the Animal and
Plant Health Inspection Service (APHIS)
prohibits or restricts the importation of
fruits and vegetables into the United
States from certain parts of the world to
prevent the introduction and
dissemination of plant pests that are
new to or not widely distributed within
the United States.

Section 319.56—4 contains a
performance-based process for
approving the importation of
commodities that, based on the findings
of a pest risk analysis, can be safely
imported subject to one or more of the
designated phytosanitary measures
listed in paragraph (b) of that section.

Oranges (Citrus sinensis) from Egypt
were approved to be imported into the
United States in 1969, subject to cold
treatment for Mediterranean fruit fly
(Ceratitis capitata); however, imports of
oranges from Egypt were suspended in
July 2002 due to the establishment of
peach fruit fly (Bactrocera zonata),
which is also a pest of citrus in Egypt.
Currently, the importation of fresh
oranges and tangerines (Citris reticulata)
from Egypt is not authorized. We
received a request from the national
plant protection organization (NPPO) of
Egypt to consider the use of cold
treatment to mitigate for peach fruit fly
in oranges and tangerines (including
mandarins and clementines) based on
new treatment data the NPPO
developed. We determined that cold
treatment can be effective for this pest.

Because of the time that had passed
since importation of oranges from Egypt
was suspended, APHIS prepared a pest
list to identify pests of quarantine
significance that could follow the
pathway of importation of oranges and
tangerines from Egypt. Based on the pest
list, we then completed a commodity
import evaluation document (CIED) to
identify phytosanitary measures that
could be applied to mitigate the risks of
introducing or disseminating the
identified pests via the importation of
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oranges and tangerines from Egypt. We
have concluded that fresh oranges and
tangerines can safely be imported into
the United States from Egypt using one
or more of the five designated
phytosanitary measures listed in
§319.56—4(b). These measures are:

e The oranges and tangerines must be
treated in accordance with 7 CFR part
305 for C. capitata and B. zonata; and

e The oranges and tangerines must be
accompanied by a phytosanitary
certificate issued by the NPPO of Egypt
stating that the consignment has begun
or has undergone treatment for C.
capitata and B. zonata in accordance
with 7 CFR part 305, with an additional
declaration stating that the fruit in the
consignment was inspected and found
free of B. zonata.

Therefore, in accordance with
§ 319.56—4(c), we are announcing the
availability of our pest list and CIED for
public review and comment. The pest
list and CIED may be viewed on the
Regulations.gov Web site or in our
reading room (see ADDRESSES above for
instructions for accessing
Regulations.gov and information on the
location and hours of the reading room).
You may also request paper copies of
the pest list and CIED by calling or
writing to the person listed under FOR
FURTHER INFORMATION CONTACT.

After reviewing any comments we
receive, we will announce our decision
regarding the import status of fresh
oranges and tangerines from Egypt in a
subsequent notice. If the overall
conclusions of the analysis and the
Administrator’s determination of risk
remain unchanged following our
consideration of the comments, then we
will authorize the importation of fresh
oranges and tangerines from Egypt into
the United States subject to the
requirements specified in the CIED.

New Treatment

The phytosanitary treatments
regulations contained in part 305 of 7
CFR chapter III set out standards for
treatments required in parts 301, 318,
and 319 of 7 CFR chapter III for fruits,
vegetables, and other articles.

In § 305.2, paragraph (b) states that
approved treatment schedules are set
out in the Plant Protection and
Quarantine (PPQ) Treatment Manual.1
Section 305.3 sets out a process for
adding, revising, or removing treatment
schedules in the PPQ Treatment

1The Treatment Manual is available on the
Internet at http://www.aphis.usda.gov/
import_export/plants/manuals/ports/downloads/
treatment.pdf or by contacting the Animal and
Plant Health Inspection Service, Plant Protection
and Quarantine, Manuals Unit, 92 Thomas Johnson
Drive, Suite 200, Frederick, MD 21702.

Manual. In that section, paragraph (a)
sets out the process for adding, revising,
or removing treatment schedules when
there is no immediate need to make a
change.

The PPQ Treatment Manual does not
currently provide a treatment schedule
for B. zonata in oranges and tangerines.
In accordance with § 305.3(a)(1), we are
providing notice of a new cold
treatment schedule T107-1 that we have
determined is effective against B. zonata
in oranges and tangerines.

In addition to B. zonata, C. capitata
(Medfly) is another pest of concern in
oranges originating from Egypt. The new
cold treatment schedule T107-1 is more
stringent than the old treatment
schedule approved for C. capitata in
oranges and tangerines, T107—a, and
therefore we have determined that the
new cold treatment schedule is also
adequate to mitigate risks from C.
capitata.

The reasons for these determinations
are described in a treatment evaluation
document (TED) we have prepared to
support this action. The TED may be
viewed on the Regulations.gov Web site
or in our reading room. You may also
request paper copies of the TED by
calling or writing to the person listed
under FOR FURTHER INFORMATION
CONTACT.

After reviewing the comments we
receive, we will announce our decision
regarding the changes to the PPQ
Treatment Manual that are described in
the TED in a subsequent notice. If our
determination that it is necessary to add
new treatment schedule T107—1 remains
unchanged following our consideration
of the comments, then we will make
available a new version of the PPQ
Treatment Manual that reflects the
addition of T107-1.

Authority: 7 U.S.C. 450, 7701-7772, and
7781-7786; 21 U.S.C. 136 and 136a; 7 CFR
2.22, 2.80, and 371.3.

Done in Washington, DC, this 15th day of
April 2013.
Kevin Shea,

Acting Administrator, Animal and Plant
Health Inspection Service.

[FR Doc. 2013-09146 Filed 4-17-13; 8:45 am]
BILLING CODE 3410-34-P

DEPARTMENT OF AGRICULTURE

Animal and Plant Health Inspection
Service

[Docket No. APHIS-2011-0072]

Plants for Planting Whose Importation
Is Not Authorized Pending Pest Risk
Analysis; Notice of Addition of Taxa of
Plants for Planting To List of Taxa
Whose Importation Is Not Authorized
Pending Pest Risk Analysis

AGENCY: Animal and Plant Health
Inspection Service, USDA.

ACTION: Notice.

SUMMARY: We are advising the public
that we are adding 31 taxa of plants for
planting that are quarantine pests and
107 taxa of plants for planting that are
hosts of 13 quarantine pests to our lists
of taxa of plants for planting whose
importation is not authorized pending
pest risk analysis. A previous notice
made data sheets that detailed the
scientific evidence we evaluated in
making the determination that the taxa
are quarantine pests or hosts of
quarantine pests available to the public
for review and comment. This notice
responds to the comments we received
and makes available final versions of the
data sheets, with changes in response to
comments.

DATES: Effective Date: May 20, 2013.

FOR FURTHER INFORMATION CONTACT: Dr.
Arnold Tschanz, Senior Regulatory
Policy Specialist, Plants for Planting
Policy, RPM, PPQ, APHIS, 4700 River
Road Unit 133, Riverdale, MD 20737—
1236; (301) 851-2018.

SUPPLEMENTARY INFORMATION:
Background

Under the regulations in “Subpart—
Plants for Planting” (7 CFR 319.37
through 319.37-14, referred to below as
the regulations), the Animal and Plant
Health Inspection Service (APHIS) of
the U.S. Department of Agriculture
(USDA) prohibits or restricts the
importation of plants for planting
(including living plants, plant parts,
seeds, and plant cuttings) to prevent the
introduction of quarantine pests into the
United States. Quarantine pest is
defined in § 319.37—1 as a plant pest or
noxious weed that is of potential
economic importance to the United
States and not yet present in the United
States, or present but not widely
distributed and being officially
controlled.

In a final rule published in the
Federal Register on May 27, 2011 (76
FR 31172-31210, Docket No. APHIS—
2006-0011), and effective on June 27,
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2011, we established in § 319.37—-2a a
new category of plants for planting
whose importation is not authorized
pending pest risk analysis (NAPPRA) in
order to prevent the introduction of
quarantine pests into the United States.
The final rule established two lists of
taxa whose importation is NAPPRA: A
list of taxa of plants for planting that are
quarantine pests, and a list of taxa of
plants for planting that are hosts of
quarantine pests. For taxa of plants for
planting that have been determined to
be quarantine pests, the list will include
the names of the taxa. For taxa of plants
for planting that are hosts of quarantine
pests, the list will include the names of
the taxa, the foreign places from which
the taxa’s importation is not authorized,
and the quarantine pests of concern.
The final rule did not add any taxa to
the NAPPRA lists.

Paragraph (b) of § 319.37—2a describes
the process for adding taxa to the
NAPPRA lists. In accordance with that
process, we published a notice ! in the
Federal Register on July 26, 2011 (76 FR
44572-44573, Docket No. APHIS-2011-
0072) that announced our determination
that 41 taxa of plants for planting are
quarantine pests and 107 taxa of plants
for planting are hosts of 13 quarantine
pests. That notice also made available
data sheets that detail the scientific
evidence we evaluated in making the
determination that the taxa are
quarantine pests or hosts of a quarantine
pest.

We solicited comments concerning
the notice and the data sheets for 60
days ending September 26, 2011. We
reopened and extended the deadline for
comments until November 25, 2011, in
a document published in the Federal
Register on October 25, 2011 (76 FR
66033). We received 37 comments by
that date. They were from producers,
importers, researchers, and
representatives of State and foreign
governments. They are discussed below
by topic.

General Comments

Effective Date and Federal Orders

The July 26, 2011, notice indicated
that we would consider comments and
announce whether the taxa identified in
the data sheets would be added to the
NAPPRA lists in a subsequent notice.

One commenter stated that, due to the
risk of importing quarantine pests after
the initial notice is published, plants
that we determine to be quarantine pests
or hosts of quarantine pests should be

1To view the notice, the data sheets, and the
comments we received, go to http://
www.regulations.gov/#!docketDetail;D=APHIS-
2011-0072.

added to the NAPPRA list at the same
time as we publish the notice making
available the data sheets supporting that
determination. The notice could have a
public comment period allowing for
changes to the initial list of taxa.

Another commenter disagreed, stating
that APHIS must often make regulatory
decisions on the basis of incomplete
information, and a reasonable comment
period prior to action allows other
interested parties the opportunity to
present valid information and
perspectives that will help APHIS to
“get it right.” This commenter stated
that APHIS always has the ability to
issue emergency prohibitions or
restrictions, should the situation
warrant them.

We agree with the second commenter.
As described in the May 2011 final rule
establishing the NAPPRA category,
when we find evidence that the
importation of a taxon of plants for
planting that is currently being
imported poses a risk of introducing a
quarantine pest, we restrict or prohibit
its importation through the issuance of
a Federal import quarantine order, also
referred to as a Federal order. For other
taxa, we will issue a notice through the
NAPPRA process.

One commenter expressed concern
that the 60-day comment period on the
initial notice and subsequent
decisionmaking period may create
something of a “gold rush” effect in
which importers are forewarned to
import numerous specimens of risky
species before APHIS blocks further
imports. The commenter stated that the
May 2011 final rule did not fully
address this risk. The commenter
recommended we address this risk by
making liberal use of immediate
prohibition orders for the riskiest
species, such as was done in the May
30, 2008, Federal order that prohibited
imports of Lygodium microphyllum and
L. flexuosum,? and ensure a rapid
decisionmaking period after the close of
the comment period, to provide the
speedy protections the nation needs to
prevent new plant invasions.

We will issue a Federal order
prohibiting the importation of a taxon of
plants for planting that is currently
being imported whenever we determine
it to be necessary to prevent the
introduction of a quarantine pest. We
will also strive to ensure that we
complete our decisionmaking quickly
after the comment period has ended.
However, we will continue to monitor
imports of taxa that we have proposed

2 See http://www.aphis.usda.gov/plant_health/
plant_pest_info/weeds/downloads/federalorder-
Iygodiums.pdf.

to add to NAPPRA; if a ““gold rush”
effect occurs for any of them, we have
the option to issue a Federal order.

One commenter asked about the
relationship between Federal orders and
the NAPPRA category. The commenter
perceived some inconsistencies. For
example:

e Exemptions for specific host plant
material types (e.g., plant size, cuttings,
etc.) outlined in Federal orders are
inconsistent with NAPPRA.

¢ Exemptions for specific origins (i.e.,
pest not present/known to occur in
specified origin) outlined in Federal
orders are inconsistent with NAPPRA.

The importation of taxa that are hosts
of several of the quarantine pests
described in our data sheets has been
subject to Federal orders. In the July
2011 notice, we took comment on their
addition to the NAPPRA category. This
is consistent with our overall plan for
the relationship between Federal orders
and NAPPRA.

If a taxon of plants for planting is
currently being imported and we
determine that the taxon should be
added to the NAPPRA category because
it is a host of a quarantine pest, we will
issue a Federal order to restrict or
prohibit its importation. We will also
publish a notice announcing our
determination that the taxon is a host of
a quarantine pest and making available
a data sheet that details the scientific
evidence that we evaluated in making
our determination, including references
for that scientific evidence. We will
solicit comments from the public. If
comments present information that
leads us to determine that the
importation of the taxon does not pose
a risk of introducing a quarantine pest
into the United States, APHIS will
rescind the Federal order and not add
the taxon to the NAPPRA list.

As noted in the July 2011 notice, in
a few cases, taxa that are listed as
NAPPRA from most countries will be
allowed to be imported from countries
that are currently exporting the taxa to
the United States, subject to restrictions
in a Federal order that was issued
previously. We would continue to allow
such importation based on our
experience with importing those taxa of
plants for planting and our findings,
through inspection, that they are
generally pest-free, and based on our
determination that the restrictions in the
Federal order are sufficient to mitigate
the risk associated with the quarantine
pest in question. Each data sheet we
made available with the July 2011
notice included an “Action under
NAPPRA” section describing the
specific taxa and countries that would
be added to NAPPRA. These sections
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reflected our policy with respect to
current importation under Federal
orders, and the final versions of the data
sheets published along with this notice
continue to do so.

With respect to host plant material
types, the NAPPRA category does not
allow for exceptions for host material
types except for seed. Plant type-
specific restrictions are discussed
further later in this document under the
heading “Hosts of Quarantine Pests.”

With respect to the origin of imports,
the Federal order is specifically
designed to address current trade; the
NAPPRA category is designed to
prevent the importation of a taxon from
anywhere in the world until we can
conduct a pest risk analysis (PRA) to
determine what risks may be associated
with the importation of the taxon and
what means may be available to mitigate
those risks.

The commenter also asked how we
will ensure cohesion and consistency
between the Federal orders and the
NAPPRA list of plants, e.g., will the
Federal orders be updated to reflect the
new NAPPRA list.

If a taxon of plants for planting is on
the NAPPRA list for a given country, we
would no longer need to include it in a
Federal order for that country, and
would update the Federal order
accordingly. We are doing just that with
the pests that have been subject to
Federal orders and that are being
addressed by this action. The updated
Federal orders will note that the
importation of the taxa from some
countries is not allowed under
NAPPRA.

Pests for Consideration

Some commenters suggested pests for
consideration for future addition to the
NAPPRA lists. We are considering those
taxa for addition to NAPPRA. Interested
members of the public can also submit
suggestions for additions to the
NAPPRA lists at http://
www.aphis.usda.gov/import_export/
plants/plant_imports/Q37/nappra/
suggestions.shtml.

Future Regulatory Changes

One commenter described the goal of
the NAPPRA category as responding
more swiftly and effectively to prevent
the introduction of specific quarantine
pests from established trading partners.
In that case, the commenter stated,
APHIS should be prepared to remove a
plant taxon from NAPPRA if presented
with a mitigation proposal that
addresses the quarantine pest(s) for
which APHIS justified the NAPPRA
listing in the first place.

The commenter urged APHIS to
concurrently implement two other
components of the overhaul of our
regulations on the importation of plants
for planting. First, APHIS should
overhaul the permit system to allow for
swift, legal importation of limited
quantities of germplasm that is
restricted under NAPPRA for research,
development, and new variety
introduction, subject to appropriate
safeguards and oversight.

Secondly, the commenter urged
APHIS to establish the regulatory
framework for implementing integrated
measures programs, widely known and
referred to as systems approaches. The
commenter stated that integrated
measures approaches offer the promise
of mitigating the risk of various pests of
regulatory concern, and, as NAPPRA is
implemented, such approaches can and
should serve as a mechanism for
facilitating trade in plants that may be
restricted under NAPPRA as hosts of
quarantine pests. The commenter also
stated that implementation of those
systems approaches should not
necessarily require a full PRA, although
in some cases it may.

The commenter expressed concern
that restriction of horticulturally
significant plant taxa under NAPPRA
without concurrent attention to the
controlled import permit (CIP) and
integrated measures regulatory strategies
will discourage compliant trade and
encourage unauthorized importation
and could also subject APHIS to
challenge under international trade
agreements. By contrast, concurrent
implementation of those rules could
address the concerns one commenter
expressed that proposals to restrict
plants as NAPPRA may create
something of a “‘gold rush mentality” in
which various interests rush to import
them in advance of restrictions taking
effect.

We agree with the commenter
regarding the importance of these
regulatory strategies. As the commenter
noted, we published a proposed rule to
establish CIPs in the Federal Register on
October 25, 2011 (76 FR 65976—65985,
Docket No. APHIS-2008-0055).3 We are
considering the comments we received
on that proposal.

We are also developing a proposed
rule to reorganize the plants for planting
regulations and to establish a framework
for integrated measures programs. The
framework will be based on Regional
Standard for Phytosanitary Measures

3To view the CIP proposal and the comments we
received in response to it, go to http://
www.regulations.gov/#!docketDetail;D=APHIS-
2008-0055.

(RSPM) No. 24 4 of the North American
Plant Protection Organization, of which
APHIS is a member. The framework will
also be consistent with the recently
developed International Plant Protection
Convention (IPPC) standard for plants
for planting.® It is our hope that there is
sufficient interest in the industry in
developing functional integrated
measures for broad categories of pests
(insects, fungi, bacteria, etc.) that we
will be able to use these integrated
measures to facilitate trade in the
manner the commenter describes.

We are adding taxa to the NAPPRA
category before finalizing the CIP
proposal and the integrated measures
proposal because it is necessary to
protect U.S. agricultural and
environmental resources against the
introduction of the quarantine pests
identified and described in our data
sheets. However, it is our intention that
the two rules will provide increased
flexibility to safely import NAPPRA-
listed taxa in the manner the commenter
describes. In the meantime, limited
quantities of plant taxa on the NAPPRA
lists may be imported by the USDA for
experimental or scientific purposes
under controlled conditions in
accordance with the Departmental
permit provisions in § 319.37-2(c).

We would also like to note that the
goal of the NAPPRA category is not to
respond to specific quarantine pest risks
from established trading partners, but
rather to prevent the importation of taxa
that are quarantine pests or hosts of
quarantine pests while a PRA is
conducted to determine all the
quarantine pests associated with the
taxon and, if available, appropriate
mitigations. As described earlier, when
we find evidence that the importation of
taxa of plants for planting that are
currently being imported poses a risk of
introducing a quarantine pest, we
prohibit or restrict their importation
through the issuance of a Federal order.
The Federal order for such taxa may be
followed by a NAPPRA notice for the
countries from which the taxa are
imported if no mitigations are available
for the quarantine pest.

Potential Economic Effects

One commenter expressed concern
that the addition of taxa to the NAPPRA
lists could have a potentially marked
effect on importers and those who rely
on imported products to sell, as many
of the proposed taxa are commonly
traded. As an example, the commenter

4 Available at http://www.nappo.org/en/data/
files/download/PDF/RSPM24-16-10-05-e.pdf.

5 Available at https://www.ippc.int/file_uploaded/
1335957921 _ISPM_36_2012_En_2012-05-02.pdf.
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cited our determination that imported
plants of the genera Camelia,
Rhododendron, and Viburnum are hosts
of Anoplophora chiensis, the citrus
longhorned beetle (CLB). The
commenter quoted a summary of
imports from a Phytophthora ramorum
working group consisting of APHIS and
the National Plant Board, in which the
three genera named earlier plus Pieris
and Kalmia accounted for 584,285 units
of importation from the years 2004
through 2010.

As described earlier and in the initial
notice, in a few cases, taxa we identified
as hosts of quarantine pests that should
be added to the NAPPRA category
would be allowed to be imported from
countries that are currently exporting
the taxa to the United States, subject to
restrictions in a Federal order that was
issued previously. The hosts of CLB
were previously regulated under a
Federal order,® and the identified
NAPPRA restrictions for CLB took the
Federal order into account.

With respect to CLB hosts
specifically, we have re-examined our
import records in order to ensure that
all countries that have had significant
trade with the United States and that
generally supply pest-free plants for
planting in importation are not included
in the NAPPRA list. We found several
additional countries that needed to be
exempted for various host taxa.
Specifically:

e All CLB host taxa from Canada are
now exempted from the NAPPRA
action.

e New Zealand is now exempted from
the NAPPRA action for Acer spp.

¢ Netherlands is now exempted from
the NAPPRA action for Aralia spp.,
Cotoneaster spp., Fagus spp., Robinia
spp., and Styrax spp.

e Thailand is now exempted from the
NAPPRA action for Ficus spp.

e Israel is now exempted from the
NAPPRA action for Hedera spp. and
Robinia spp.

e France is now exempted from the
NAPPRA action for Hibiscus spp. and
Quercus spp.

¢ Japan is now exempted from the
NAPPRA action for Pinus spp. and
Rhododendron spp.

¢ Korea is now exempted from the
NAPPRA action for Pinus spp.

¢ United Kingdom is now exempted
from the NAPPRA action for Rubus spp.

The CLB data sheet has been amended
to reflect these changes; the amended
CLB data sheet is available on
Regulations.gov at the address listed

6 See http://www.aphis.usda.gov/import_export/
plants/plant_imports/federal_order/downloads/
2011/CitrusandALB2011-04-01.pdf.

under footnote 1. The importation of
these CLB host taxa from the specified
countries will continue to be allowed
under the conditions in the Federal
order. These changes are consistent with
our policy for implementing NAPPRA.

As noted earlier, the exemptions from
the NAPPRA action for hosts of CLB are
based on our trade records, and we
reexamined them in the process of
developing this final action. We issued
the first Federal order restricting
imports of CLB hosts in January 2009;
as the statistics cited by the commenter
reflect years of trade subject only to the
general restrictions in the plants for
planting regulations, those statistics
may not reflect recent trade patterns. In
addition, the statistics include genera
that were not included in the NAPPRA
action for CLB hosts. We have carefully
considered potential impacts on existing
trade in developing this action, and we
will do so for future NAPPRA actions as
well.

The commenter also stated that the
nursery industry is under a severe
contraction due to the national
economy, with many companies failing,
and that adding taxa to NAPPRA will
likely lead to many additional failures
and job loss. In addition, the commenter
stated, the action would affect many
sales orders and contracts that are in the
process of being filled. These are often
multi-year agreements, often with plant
material originating in multiple
countries with specific horticultural
traits. Without its intended market, the
commenter stated, this material will
likely be destroyed, creating a loss for
oversees trading partners and potential
litigation on U.S. importers.

The Plant Protection Act (7 U.S.C.
7701 et seq.), the authorizing statute for
APHIS’ plant health-related activities,
authorizes the Secretary of Agriculture
to prohibit or restrict the importation of
any plant product if the Secretary
determines that the prohibition or
restriction is necessary to prevent the
introduction of a plant pest or noxious
weed into the United States. We have
determined that adding the taxa
specified in this final notice to the
NAPPRA lists is necessary to prevent
the introduction of plant pests and
noxious weeds. The factors cited by the
commenter are not within our
decisionmaking authority under the Act.

In addition, the taxa we proposed to
add to the NAPPRA category have not
been imported into the United States in
significant amounts. As described
earlier, for those taxa that have been
imported in significant amounts, we are
using Federal orders to restrict their
importation, rather than adding them to
the NAPPRA category. These factors

indicate that our listings under
NAPPRA are not likely to cause
significant economic hardship to U.S.
growers.

Quarantine Pest Plants

As noted above, the NAPPRA category
includes plants that are quarantine pests
and plants that are hosts of quarantine
pests. The regulations in § 319.37-1
define quarantine pest as a plant pest or
noxious weed that is of potential
economic importance to the United
States and not yet present in the United
States, or present but not widely
distributed and being officially
controlled.

Two commenters generally addressed
the concept of plant presence in the
United States, asking us to adopt a clear
standard for determining whether a
plant is not yet present in the United
States, or present but not widely
distributed and being officially
controlled. One stated that a taxon
should be considered to be present in
the United States when the taxon can be
shown to have had multiple entries
through importation or when the taxon
is available in commercial trade. This
commenter also stated that there should
be a clearly defined standard against
which to judge presence if the record
shows one or multiple introductions of
the taxon, or natural occurrences for
plants whose native habitats exist near
the United States’ northern or southern
borders.

Another commenter agreed that any
taxon available in commercial trade
should be considered to be present, and
also indicated that plant taxa that are in
cultivation among specialists should be
considered to be present. This
commenter also stated that only a small
percentage of the people who use the
Internet ever post any information on it,
meaning that an online report from a
grower of a taxon probably represents 10
to 100 other growers who also grow the
plant. For that reason, any Internet
report of growth of a plant in the United
States would indicate that the plant was
present in the United States.

We consider a plant taxon to be
present in the United States if there is
evidence that it is being grown here.
Commercial trade, cultivation among
specialists, and multiple entries through
importation would be evidence that a
plant is being grown in the United
States. We agree with the second
commenter that Internet reports of
growth of a plant in the United States
would indicate that the plant taxon
described was present in the United
States. However, we have determined
that such information may not
necessarily indicate that the taxon is
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widely distributed within the United
States, which is another component of
the quarantine pest definition.

One commenter stated that taxa that
have had some entries into the United
States or natural occurrences within the
United States with no evidence of
invasiveness should not be considered a
problem. Another commenter stated that
plants that have been imported into the
United States sporadically in the past,
but that are not currently in cultivation,
are not present in the United States.
However, the commenter recommended
that we consider the fact that the plants
did not establish permanently in the
United States as evidence against their
invasiveness.

Noting that certain taxa that we
proposed to add to the NAPPRA
category appeared to be present in the
United States, one commenter
recommended that we put those species
under consideration for official control,
thus ensuring that they qualify as
quarantine pests under the definition.
This commenter stated that all species
added to the NAPPRA category should
be analyzed to determine whether they
qualify as Federal noxious weeds under
our regulations in 7 CFR part 360.

We generally agree with the first two
commenters that taxa that have
previously been imported into the
United States without problems would
not be likely to be considered
quarantine pests. However, sometimes
the potential economic importance of a
taxon’s effects on U.S. agricultural and
natural resources becomes apparent
after importation. New information may
also become available indicating that
the taxon may pose more of a threat to
U.S. agricultural and environmental
resources than previously thought. As
suggested by the last commenter, these
circumstances would spur us to
consider placing the taxon under official
control by adding it to the list of
noxious weeds in 7 CFR part 360.

We determine whether to place a
taxon under official control by
conducting a weed risk assessment
(WRA). If the WRA indicates that
official control is necessary, we add the
taxon to the list of noxious weeds. Taxa
that are present in the United States but
not widely distributed and under
consideration for official control are
potential additions to the NAPPRA
category, if they meet the other criteria
for being considered a quarantine pest.

We do not automatically conduct
WRAS for taxa on the NAPPRA list of
quarantine pest plants; people who
want a taxon to be removed from the
NAPPRA category need to request that
a risk analysis be conducted for its
removal, as provided in § 319.37-2a(e).

However, if we add a taxon to the
NAPPRA list of quarantine pest plants
in part because we are considering it for
official control, then the process of
conducting a WRA has already begun,
and our decision to remove the taxon
from the NAPPRA list or add it to the
list of noxious weeds would be based on
the results of the WRA.”

The first two commenters also
mentioned invasiveness as a criterion
for adding a plant taxon to NAPPRA.
We would like to note that invasiveness
in and of itself does not mean that a
plant taxon could be considered a
quarantine pest; rather, the damage
caused by a plant’s invasiveness would
have to be of potential economic
importance.

One commenter stated generally that
we should work with private growers
and gardeners to monitor plants that are
present in the United States and to react
quickly if one starts to become a
problem.

We agree. We have begun reaching
out to gardeners, plant enthusiast
societies, and others to share
information about plants. We expect
that these efforts will help to inform
future control efforts.

We made available data sheets
detailing the scientific evidence we
considered in making the determination
that 41 taxa of plants for planting are
quarantine pests. We received
comments on 21 of those taxa. The
comments are discussed below by
taxon.

Alstroemeria aurea. Four commenters
presented evidence that this species is
present in the United States. Three of
these commenters also stated that A.
aurea does not appear to have any
invasive tendencies that would warrant
designation as a quarantine pest. Based
on the evidence presented by the
commenters and our own analysis, we
have determined that A. aurea is widely
distributed in the United States, and we
are no longer considering A. aurea for
addition to the NAPPRA list of
quarantine pest plants.

Angelica sylvestris. Three commenters
presented evidence that this species is
present in the United States. Another
commenter expressed support for one of
these comments. Two of these
commenters also stated that A. sylvestris
does not appear to have any invasive
tendencies that would warrant
designation as a quarantine pest. We
have determined that A. sylvestris is
widely distributed in the United States,

71f the WRA indicated that it was not necessary

to list the taxon as a noxious weed, we would
conduct a pest risk analysis to determine whether
the taxon is a host of any quarantine pests as well.

and we are no longer considering A.
sylvestris for addition to the NAPPRA
list of quarantine pest plants.

Artemisia japonica. One commenter
presented evidence that this species is
present in the United States, specifically
that it is mentioned on herbal medicine
Web sites. Based on the comment, we
have reexamined the available evidence
and determined that A. japonica is
present in the United States and not
under official control. Therefore, we are
no longer considering A. japonica for
addition to the NAPPRA list of
quarantine pest plants.

Berberis glaucocarpa. One commenter
stated that this taxon is widely available
in the United Kingdom and that there is
a very good chance that it has been sold
to the United States. The commenter
also stated that B. glaucocarpa has not
been declared to be an invasive species
there.

The data sheet we prepared for B.
glaucocarpa indicated that it invades
forests, forest margins, scrub, and
disturbed areas. Its seedlings tolerate
shade and establish successfully,
shading out native plants and
preventing their regeneration. Birds
disperse its seeds. B. glaucocarpa is
naturalized in New Zealand, where it is
considered an environmental weed.
These factors led to our determination
that B. glaucocarpa is a quarantine pest.
In addition, we can find no information
indicating that B. glaucocarpa is
actually present in the United States.
Finally, we are evaluating B.
glaucocarpa for addition to the list of
noxious weeds in 7 CFR part 360,
meaning it is under consideration for
official control. Therefore, we are
adding B. glaucocarpa to the NAPPRA
list of quarantine pest plants.

Celtis sinensis. Four commenters
presented evidence that this species is
present in the United States. Another
commenter expressed support for one of
these comments. As the taxon is not
under consideration for official control,
we are no longer considering C. sinensis
for addition to the NAPPRA list of
quarantine pest plants.

Cestrum elegans. Three commenters
presented evidence that this species is
present in the United States, stating that
it is offered for sale in several States,
listed in guides to American
horticulture, and grown at several
arboretums and botanic gardens. We
have determined that C. elegans is
widely distributed in the United States,
and we are no longer considering C.
elegans for addition to the NAPPRA list
of quarantine pest plants.

Chrysanthemoides monilifera. One
commenter presented evidence that this
species is present in the United States,
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specifically that it has been sold in the
United States and was imported by the
USDA 100 years ago. The commenter
also stated that the species has been
grown under a synonym in the
Mediterranean region for about 100
years, and the commenter could find no
reports of invasiveness there. We have
determined that C. monilifera is widely
distributed in the United States, and we
are no longer considering C. monilifera
for addition to the NAPPRA list of
quarantine pest plants.

Cordia curassavica. One commenter
presented evidence that this species is
present in the United States, specifically
in Florida. Another commenter stated
that C. curassavica is native to tropical
America. This commenter also stated
that it has been noted that C.
curassavica seeds have a short viable
life and cannot withstand low
temperatures, characteristics that do not
make it a good candidate for
invasiveness.

However, as described in the data
sheet, C. curassavica is considered an
economically important foreign weed in
Trinidad and the Pacific Islands, and
there is no obvious reason why it would
not be economically important in the
warmer parts of the United States. We
do not have any evidence that the plant
is distributed outside Florida. In
addition, we are currently evaluating C.
curassavica for addition to the list of
noxious weeds in 7 CFR part 360,
meaning it is under consideration for
official control. Therefore, we are
adding C. curassavica to the NAPPRA
list of quarantine pest plants.

Echinochloa pyramidalis. One
commenter stated that the United
Nations’ Food and Agriculture
Organization (FAO) promotes this taxon
as a fodder grass for tropical Africa. The
commenter quoted the FAO Web page 8
on E. pyramidalis as stating that the
taxon is a heavy seed producer but
sometimes has low germination, so it is
propagated by cuttings. The page also
states that the taxon is not frost hardy.
The commenter stated that such a taxon
is not likely to be a quarantine pest in
the United States.

As stated in the data sheet, E.
pyramidalis has decidedly invasive
characteristics with its vigorous shoot
and rhizome growth and abundant seed
production. As an aquatic, it also has
the potential to be very damaging to
sensitive aquatic habitats. In Guyana, it
was first noticed in 1982 and increased
rapidly to become one of the most
troublesome weeds in the aquatic

8 See http://www.fao.org/ag/AGP/AGPC/doc/
Gbase/data/pf000231.htm.

system of the Guyana Sugar
Corporation.

The FAO Web page cited by the
commenter indicates that E. pyramidalis
is adapted to the wet and dry seasons of
Africa; the dry season would limit its
growth there. The Web page further
indicates that new growth is very
vigorous after the rains start. If the dry
stems are burned during the dry season,
vigorous growth from ground level
occurs without the incidence of rain.
The Web page further states that the
plant’s dense, tangled, floating stems,
rooting at the nodes, provide efficient
protection against wave action on the
walls of earthen dams or flood induced
erosion of river banks. These
characteristics indicate that the taxon
can grow vigorously and block
waterways, which would in turn
indicate that it is of potential economic
significance. This is consistent with the
information we cited in the data sheet
for E. pyramidalis.

For these reasons, we have
determined that the introduction of E.
pyramidalis would have potential
economic significance for the United
States, and we are adding E. pyramidalis
to the NAPPRA list of quarantine pest
plants. We are also evaluating it for
addition to the list of noxious weeds in
7 CFR part 360.

Gladiolus undulatus. Three
commenters presented evidence that
this species is present in the United
States. One of these commenters also
stated that G. undulatus does not appear
to have any invasive tendencies that
would warrant designation as a
quarantine pest. We have determined
that G. undulatus is widely distributed
in the United States, and we are no
longer considering G. undulatus for
addition to the NAPPRA list of
quarantine pest plants.

Gymnocoronis spilanthoides. One
commenter presented evidence that this
species is present in the United States.
We agree that G. spilanthoides is
present in the United States, and we are
no longer considering it for official
control. Therefore, we are no longer
considering G. spilanthoides for
addition to the NAPPRA list of
quarantine pest plants.

Hakea gibbosa. One commenter
presented evidence that this species is
present in the United States. We have
determined that H. gibbosa is present in
the United States, and we are no longer
considering H. gibbosa for official
control. Therefore, we are no longer
considering H. gibbosa for addition to
the NAPPRA list of quarantine pest
plants.

Hakea salicifolia. Two commenters
presented evidence that this taxon is

present in the United States, specifically
in California. Another commenter
acknowledged that H. salicifolia is
present in California but stated that the
plant was invasive. However, the taxon
does not appear to be distributed
beyond California within the United
States, and we are evaluating H.
salicifolia for addition to the list of
noxious weeds in 7 CFR part 360,
meaning it is under consideration for
official control. Therefore, we are
adding H. salicifolia to the NAPPRA list
of quarantine pest plants, as it is not
widely distributed and is under official
control.

Hakea servicea. One commenter
stated that H. servicea is listed by
several U.S. nurseries but is not
currently for sale, which means the
nurseries have trouble propagating it
and can offer it only sporadically. The
commenter stated that this indicates
that H. servicea is not likely to be
invasive.

The history of H. servicea elsewhere
indicates it is likely to be potentially
economically significant, thus
qualifying as a quarantine pest. As the
data sheet for H. servicea indicates, it is
included on a list of potentially invasive
garden plants in its native Australia.
The European Plant Protection
Organization categorizes it as an
invasive alien plant in New Zealand and
South Africa. In New Zealand, it is
listed among plants of concern on
conservation land. In South Africa, it
has proved highly invasive, is rated as
a serious weed, and is categorized as a
transformer and as a prohibited weed in
the most invasive Category 1. We do not
know exactly why U.S. nurseries only
list this taxon sporadically, but
substantial evidence indicates that the
introduction of this taxon would have
potential economic significance in the
United States. For that reason, we are
evaluating H. servicea for addition to
the list of noxious weeds in 7 CFR part
360, meaning it is under consideration
for official control. In addition, there is
no evidence indicating that the taxon is
widely distributed. Therefore, we are
adding H. servicea to the NAPPRA list
of quarantine pest plants.

Impatiens parviflora. One commenter
stated that this plant is growing in
California, without providing any
references to support this assertion.
Regardless of whether the taxon is
present in the United States, we have no
evidence indicating that it is widely
distributed, and we are evaluating I.
parviflora for addition to the list of
noxious weeds in 7 CFR part 360,
meaning it is under consideration for
official control. Therefore, we are
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adding I. parviflora to the NAPPRA list
of quarantine pest plants.

Limnobium laevigatum. Two
commenters stated that this taxon is
present in California and listed for
eradication by the State of California.
One commenter stated that the taxon is
a popular aquarium plant throughout
the United States.

Although the taxon may be in trade,
there is little information regarding the
extent of that trade; its distribution as a
naturalized plant is limited to
California. For that reason, we have
determined that L. laevigatum is not
widely distributed within the United
States. We are evaluating L. laevigatum
for addition to the list of noxious weeds
in 7 CFR part 360, meaning it is under
consideration for official control.
Therefore, we are adding L. laevigatum
to the NAPPRA list of quarantine pest
plants.

Nymphoides cristata. One commenter
stated that this taxon is a popular
garden plant, widely available in the
United States. The commenter also cited
a tropical botanical garden in Florida
that sells the plant.

The data sheet we prepared for this
taxon indicated that it is present in
Florida and South Carolina (meaning it
is not widely distributed) and that it is
under consideration for official control.
Indeed, we are evaluating N. cristata for
addition to the list of noxious weeds in
7 CFR part 360. Therefore, we are
adding N. cristata to the NAPPRA list of
quarantine pest plants.

Phyllanthus maderaspatensis. One
commenter stated that this taxon is
listed as threatened and endangered in
Australia.? The Australian Web page for
this taxon indicated that its threats are
competition from other summer-
growing annuals, clearing of floodplain
habitat, and roadside clearing. The
commenter stated that the fact that P.
maderaspatensis is listed as threatened
and endangered in Australia makes it
unlikely that the taxon is invasive in the
United States.

The data sheet we prepared for P.
maderaspatensis cited references
indicating that the taxon is a weed of
concern in its native area, southern
Africa, and Sudan, in addition to
Australia. Although the evidence the
commenter cites tends to dispute those
references, the evidence cited in the
data sheet has led us to determine that
it is necessary to evaluate P.

9 The link the commenter provided, http://
www.threatenedspecies.environment.nsw.gov.au/
tsprofile/profile.aspx?id=10623, no longer works,
but we found a cached version of the page at
http://web.archive.org/web/20090713032340/http://
threatenedspecies.environment.nsw.gov.au/
tsprofile/profile.aspx?id=10623.

maderaspatensis for addition to the list
of noxious weeds in 7 CFR part 360. To
prevent the introduction of P.
maderaspatensis during our evaluation,
we are adding P. maderaspatensis to the
NAPPRA list of quarantine pest plants.
If the evaluation indicates that P.
maderaspatensis is not a quarantine
pest or a host of a quarantine pest, we
will remove it from the NAPPRA list in
accordance with § 319.37—2a(e).

Rhamnus alaternus. Three
commenters presented evidence that
this taxon is present in the United
States. As we have determined that this
taxon is widely distributed in the
United States, we are no longer
considering R. alaternus for addition to
the NAPPRA list of quarantine pest
plants.

Senecio angulatus. One commenter
presented evidence that this taxon is
present in the United States, specifically
that it is sold in California. We did not
find any other indication that the taxon
is present in the United States,
indicating that it is not widely
distributed. We are evaluating S.
angulatus for addition to the list of
noxious weeds in 7 CFR part 360,
meaning that it is under official control.
Therefore, we are adding S. angulatus to
the NAPPRA list of quarantine pest
plants.

Wikstroemia indica. One commenter
stated that it might be best to find a way
for researchers to import this plant,
perhaps through a CIP, as it seems to be
the hot item for antiviral research and
a coumarin substitute.

We are adding W. indica to the
NAPPRA list of quarantine pest plants.
However, as the commenter suggests,
researchers will be able to import it
through a Departmental permit in
accordance with §319.37-2(c). If the
CIP proposal is finalized, we will be
able to make permits for research and
development in this taxon more widely
available.

Hosts of Quarantine Pests

Questions Regarding PRAs

In order to remove a taxon from the
NAPPRA category, we will conduct a
PRA for the taxon in accordance with
paragraph (e) of § 319.37—-2a. We
received a few questions on the PRA
process, all of which focused on the
importation of taxa of plants for
planting that we determine to be hosts
of quarantine pests.

One commenter asked whether the
PRAs will address only the pest for
which the taxon was added to the
NAPPRA category, or all quarantine
pests associated with the taxon and the
countries included in the PRA.

The PRAs will be comprehensive and
analyze all quarantine pests associated
with the taxon in the countries included
in the PRA, so that we can address all
the risks associated with the
importation of the plant taxon.

One commenter asked whether we
will consider proposals from foreign
national plant protection organizations
(NPPOs), accompanied by scientific and
technical justifications, for the
development of specific import
requirements for NAPPRA-listed plants
(e.g., systems approach, treatment, post-
entry quarantine, etc.) prior to the
initiation and completion of a PRA.

We would not authorize the
importation of a NAPPRA-listed taxon
prior to the completion of a PRA, except
under Departmental permit (or CIP, if
the proposed rule is finalized).
However, any information an exporting
country wishes to submit regarding
potential mitigations for the pests
associated with a taxon would be taken
into account during the development of
a PRA or the issuance of a Departmental
permit or CIP.

One commenter asked about how we
will prioritize PRAs, the type of
information that will be required for the
PRA process, timelines for completion
of PRAs, and what actions, if any, can
be taken by industry to facilitate the
process.

PRAs will be prioritized based on
whether we have received a request to
conduct them. Requests to remove a
taxon from the NAPPRA list must be
made in accordance with § 319.5. This
section, headed ‘“Requirements for
submitting requests to change the
regulations in 7 CFR part 319,” allows
anyone to submit a request to change
the regulations in 7 CFR part 319, but
requires the submission of information
from an NPPO before a PRA will be
prepared.

We strive to complete all PRAs in a
timely manner. However, the length of
time it takes to complete a PRA is
dependent on several factors, some of
which are not in APHIS’ control:

e The availability of data on the
taxon,;

¢ The timeliness with which the
foreign NPPO responds to our requests
for information; and

e Competition for APHIS’ limited
resources available for developing
PRAs.

These factors mean that we cannot
provide a timetable for preparation of a
PRA in response to a request to remove
a taxon from the NAPPRA category.
However, if a foreign country wishes to
be able to conduct trade in a taxon with
the United States, we would expect that
its NPPO would provide information to
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APHIS in a timely manner, thus helping
to reduce the time necessary to
complete the PRA. Industry could help
foreign NPPOs by working with them to
assemble and provide the necessary
information.

Distribution of Quarantine Pests

In most cases, under the “Action
under NAPPRA” heading in the data
sheets, we proposed to add taxa that are
hosts of quarantine pests to NAPPRA
from all countries, rather than just the
countries in which the quarantine pest
of concern is known to be present.

We received several comments on this
policy. One commenter asked whether
the pest status of individual countries of
origin would be taken into
consideration, as designated by the
NPPOs of those countries, in order to
remove them from the NAPPRA list.
Another commenter asked for
clarification to be provided on the
measures to be implemented in the case
of countries where the listed pests are
not known to be present.

Our policy in implementing the
NAPPRA category is to prevent the
importation of hosts from any country,
regardless of current pest status, with
the following exceptions:

¢ Taxa of hosts of quarantine pests
whose importation we proposed to
allow to continue under a Federal order,
as described earlier in this document;

e Taxa of hosts of quarantine pests
currently being imported from a country
in which the pest is not present; and

e Certain taxa from Canada, when
Canada is free of the quarantine pest for
which the taxa are hosts and when
Canada’s import regulations and our
restrictions specific to Canada ensure
that the pest would not be introduced
into the United States through the
importation of the taxa from Canada.

In general, it is appropriate to add
hosts of quarantine pests from all
countries to the NAPPRA category
because pests can spread quickly from
country to country through the
movement of plants for planting, and
the importation of plants for planting is
a high-risk pathway for the introduction
of quarantine pests.

Another commenter asked how our
policy of adding imports of taxa of hosts
of quarantine pests from all countries to
the NAPPRA list takes relevant IPPC
guidelines into account.

As described above, when a taxon that
is a host of a quarantine pest is currently
being imported, we take measures other
than addition to the NAPPRA category
to address the risk associated with that
taxon, when such measures are
available. For taxa that have not
previously been imported, we are

following IPPC guidelines by requiring
a PRA prior to the importation of a plant
taxon from a new country or region.

Cut Flowers

Under the “Action under NAPPRA”
heading, the data sheets for most of the
hosts of quarantine pests indicated that
the importation of cut flowers of those
taxa would be NAPPRA. One
commenter stated that cut flowers
should be included in the NAPPRA
category only where scientifically
justified, as cut flowers are generally
intended for consumption rather than
for introduction into the environment
and thus have historically, and
correctly, been regarded as posing a
level of risk different than that posed by
plants for planting.

The commenter expressed specific
concerns about including in the
NAPPRA category cut flowers from CLB
host taxa, one of which is the genus
Rosa, which includes roses. The
commenter asked that the action under
NAPPRA be modified to be consistent
with the Federal order, which
prohibited cut rose imports only of
stems greater than 10 millimeters (mm)
in diameter from certain countries. The
commenter also asked that we allow the
importation of cut roses of any stem
diameter from Canada, Denmark,
France, Germany, Netherlands, and the
United Kingdom. The commenter cited
data from USDA'’s Foreign Agricultural
Service indicating that the total value of
cut roses imported into the United
States was over $325 million and asked
that the proposed action be amended to
reflect existing trade patterns.

Another commenter agreed that stems
10 mm or smaller in diameter are not
likely to transport viable individuals of
CLB, but expressed concern regarding
larger stems of roses intended for
planting, even from the European
Union; the commenter stated that the
European Union lacks effective border
controls and that CLB is established in
Italy.

One commenter stated that CLB larvae
are not found in host plant material
smaller than 10 mm in diameter,
meaning such material should be
exempt from NAPPRA.

We agree that cut flowers are intended
for consumption rather than for
propagation. However, cut flowers can
be used for propagation, and if so used
can transmit quarantine pathogens. The
definitions of plant and regulated article
in § 319.37—1 allow us to regulate both
articles intended for propagation and
articles capable of propagation, as we
determine to be necessary. Indeed, for
taxa whose importation is prohibited
under § 319.37—2(a) due to their

potential to introduce plant pathogens,
we have historically prohibited the
importation of cut flowers of these taxa
as well, when they are capable of
propagation and a pathway for the
introduction of the quarantine pest.

Nevertheless, the commenter is
correct that it is important to evaluate
whether cut flowers of a taxon of plants
for planting are capable of introducing
the pest in question before including
them in the NAPPRA action for that
taxon. We reexamined the taxa we had
proposed to add to NAPPRA as hosts of
quarantine pests and found that the
insect quarantine pests (CLB;
Rhynchophorus ferrugineus, the red
palm weevil; and Rhynchophorus
palmarum, the giant palm weevil)
named in the NAPPRA data sheets are
not likely to infest cut flowers of their
host taxa. In addition, cut flowers of
hosts of the two palm weevils are not
used for propagation and so do not
present the same risks that cut flowers
of other taxa might.

We are updating the “Action under
NAPPRA” sections of the data sheets for
CLB and the palm weevils to reflect the
fact that cut flowers of taxa that are
hosts of these pests will not be regulated
under NAPPRA. However, the
importation of cut flowers from hosts of
all three of these quarantine pests is
restricted in Federal orders, and those
restrictions will remain in place. With
respect to CLB, the Federal order for
CLB exempts stems 10 mm and less in
diameter from regulation, as noted
earlier, and imposes production and
certification requirements on larger
stems and on other plants for planting
from countries where CLB is known to
occur (including the European Union).

The other quarantine pests addressed
in the data sheets are all pathogens, and
cut flowers from any of the host taxa can
serve as a pathway for the introduction
of the quarantine pest and can be used
for planting. For that reason, we are
adding cut flowers of those taxa (as well
as all other plant parts other than seed)
to the NAPPRA category.

We are not, however, exempting any
plant material less than 10 mm in
diameter from a CLB host taxon from
the NAPPRA category. Such plants are
likely intended for propagation, and in
order to authorize their importation
from a new source we would need to
conduct a PRA to analyze all the
relevant risks associated with their
importation.

Seed

Two commenters stated that seed
should be allowed to be imported if the
taxon is a host of a quarantine pest
(rather than a quarantine pest itself), the
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quarantine pest is an insect, and the
insect’s egg-laying habits are not
associated with the plant’s fruit or seed.

One commenter expressed concern
that our proposed addition of taxa such
as Solanum spp. and Capsicum spp. to
the NAPPRA list of hosts of quarantine
pests would be a problem for growers in
Guam who import seed from tropical
areas in Asia.

Two commenters expressed specific
concern about the designation of Rubus
spp- as a host of CLB and stated that,
since CLB does not target seeds, seeds
of Rubus spp. could be exempted from
NAPPRA restrictions.

We have recognized that seed poses
different risks than other plant parts. In
the May 2011 final rule, we stated that
we would continue to allow the
importation of seed from taxa that were
added to the NAPPRA list of hosts of
quarantine pests, unless there was
evidence that the quarantine pest could
be introduced via seed. The “Action
under NAPPRA” sections for all of the
taxa that we determined to be hosts of
quarantine pests (including Rubus spp.,
Solanum spp., and Capsicum spp.)
indicated that seed would continue to
be allowed to be imported.

One commenter stated that we should
take into account the size of the
importation, as small lots of seed are of
a decidedly lower order of risk than
bulk commercial shipments of plants or
seed.

We agree that the risk of introducing
a quarantine pest through imported
plants for planting increases with the
size of the shipment. However, for
plants for planting that are themselves
quarantine pests, a single seed could be
enough to introduce the quarantine pest
and allow it to establish. That is why,
for quarantine pest plants, the
importation of seed of those taxa is
NAPPRA. In addition, in the regulations
allowing the importation of small lots of
seed without a phytosanitary certificate
in § 319.37—4(d), we do not allow the
importation of small lots of seed from
taxa whose seed is listed as NAPPRA.

Tissue Culture and Roots

One commenter stated that tissue-
cultured plants from taxa listed as
NAPPRA should be allowed to be
imported, as scientific evidence
indicates that pests would not
accompany tissue-cultured material.

Two commenters stated that the
importation of in vitro tissue cultures of
Rubus spp. should be allowed under the
conditions currently in place in the
Federal order for CLB. These
commenters also stated that roots and
root segments of Rubus spp. should be
exempt from NAPPRA.

While properly tissue-cultured plants
are pest-free, plants that are infested
with disease prior to tissue culture are
likely to be infested when the plant
comes out of tissue culture as well.
Plants that are added to the NAPPRA
list as hosts of an insect quarantine pest
may be free of that pest, but there may
be other plant pests for which tissue
culturing is not an adequate mitigation,
or for which there may be special
requirements for tissue culturing. In
order to fully consider whether tissue
culture is an adequate mitigation for all
the pests associated with a taxon of
plants for planting, we would need to
conduct a PRA. Therefore, we cannot
allow the importation of tissue cultures
of plant taxa listed as NAPPRA.
Similarly, roots may be hosts for
additional pests for which we would
need to conduct a PRA, and we cannot
allow the importation of roots from
plant taxa listed as NAPPRA.

For Rubus spp. specifically, the only
countries with which the United States
has had significant trade over the past
few years in any kind of plants for
planting are Canada and the United
Kingdom. As noted earlier, both of these
countries are now excluded from the
NAPPRA action for Rubus spp., and
importation of Rubus spp. from these
countries, including tissue culture, will
continue to be regulated by the Federal
order for CLB and, in the plants for
planting regulations, paragraphs (e) and
(f) of §319.37-5.

Harmonization With Canada

Under the “Action under NAPPRA”
heading of the data sheets for taxa that
we determined to be hosts of quarantine
pests, we stated for some taxa that we
would continue to allow the
importation of the taxon from Canada.
We stated in the initial notice that we
would allow such importation when
Canada is free of the quarantine pest for
which the taxa are hosts and when
Canada’s import regulations and our
restrictions specific to Canada ensure
that the pest would not be introduced
into the United States through the
importation of the taxa from Canada.

One commenter, the NPPO of Canada,
asked us to allow the continued
importation from Canada of several taxa
that are hosts of quarantine pests in
addition to those specified in the initial
data sheets. Specifically, the NPPO of
Canada asked that we allow the
continued importation of hosts of CLB,
the red palm weevil, the giant palm
weevil, and the pests Bursaphelenchus
cocophilus, Ceratocystis manginecans,
Pseudomonas syringae pv. actinidae,
and Xanthomonas axonopodis pv.
punica. The NPPO of Canada stated that

these pests are not present in Canada
and that hosts of these pests are
imported into Canada primarily or
solely from the United States.
Furthermore, the commenter stated, the
NPPO of Canada intends to put in place
restrictions on the importation of hosts
of these pests from other countries that
are equivalent to the restrictions we
proposed to implement through adding
those host taxa to the NAPPRA category.

We agree with this commenter with
respect to hosts of CLB. Most host taxa
of CLB are commonly cultivated in
Canada, and Canada has put in place
restrictions on the importation of all
CLB host taxa from other countries. As
noted earlier in this document, the data
sheet for CLB has been updated to
indicate that the importation of hosts of
this pest from Canada is not restricted
under NAPPRA.

With respect to the hosts of the rest
of the pests the commenter named,
Canada has not yet implemented
regulations that are equivalent to adding
the host taxa to the NAPPRA category.
In addition, it is unlikely that hosts of
these pests would be cultivated in
Canada, as the pests affect tropical
plants, specifically kiwi, mango, palm,
and pomegranate plants. Therefore,
plants of these taxa that are present in
Canada would likely have been
imported; if they were imported from an
area other than the United States, they
could pose a risk of introducing a
quarantine pest into the United States,
should they be re-exported to the United
States. Accordingly, we will continue to
include Canada in the list of countries
from which the importation of hosts of
the red palm weevil, the giant palm
weevil, Bursaphelenchus cocophilus,
Ceratocystis manginecans,
Pseudomonas syringae pv. actinidae,
and Xanthomonas axonopodis pv.
punica is NAPPRA.

If Canada successfully imposes
equivalent import restrictions on hosts
of these pests in the future, we will
reevaluate our decisions.

CLB

One commenter, representing the
European Union, noted that 72 taxa of
plants for planting were designated as
hosts of CLB and thus potential
additions to the NAPPRA category, but
the pests and pest risks associated with
these taxa are well known, since the
pest of concern has already been
identified. The commenter asked us to
clarify the need for strengthening the
import requirements for these taxa from
the European Union.

We have identified the taxa listed in
the CLB data sheet as hosts of a
quarantine pest. This indicates that
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further analysis is necessary before
allowing their importation. While one
pest is sufficient for adding a taxon to
NAPPRA, there may be other quarantine
pests associated with the taxa in various
areas of the world where the plant may
be grown. In order to authorize the
importation of these host taxa when we
do not have any information about
importation of the taxon from a country,
we would need to develop a PRA that
determines all the pests associated with
the taxon in a specific country or area
and identifies an appropriate risk
mitigation strategy for all those pests. (It
is extremely likely that most of the taxa
of plants for planting identified as hosts
of CLB are also hosts to other quarantine
pests, for which we may or may not
have practical mitigations.) In the
meantime, we are being consistent with
IPPC guidelines by not allowing the
importation of the host taxa from areas
from which they have not recently been
imported without a PRA. As discussed
earlier, importation of CLB host taxa
from areas that have previously
exported those taxa to the United States
will continue to be regulated by the CLB
Federal order.

The commenter asked us to share our
technical documentation on the host
range of CLB as well as any data on
interceptions of CLB in plants from the
European Union.

The technical documentation on the
host range of CLB is presented in the
CLB data sheet. We do not have
interception data for CLB from the
European Union, for two reasons. First,
except for the specific countries from
which imports of certain CLB host taxa
will continue to be allowed, as
described in the amended data sheet
available with this final notice, the
countries in the European Union have
not exported significant quantities of
CLB host taxa to the United States.
Second, CLB is an internal borer, and
such pests are not readily apparent
through the visual inspection we
conduct at plant inspection stations,
which makes it all the more important
to develop other means to combat this
and any other quarantine pests
associated with the CLB host taxa,
through the PRA process. As discussed
earlier, the importation of CLB host taxa
has been subject to mitigations against
the introduction of CLB that are set out
in a Federal order, and any importation
of CLB host taxa that continues after the
publication of this notice will occur
under the same mitigations.

The data sheet for CLB listed CLB as
present in the European Union, among
other areas. The commenter stated that
most European Union Member States
can claim that CLB is not known to

occur, based on several years of
mandatory annual surveillance. The
commenter stated that areas where CLB
is established have been demarcated
officially, and measures are imposed to
ensure that no infested material can
leave these areas. The commenter
further stated that there are no
indications that CLB is present outside
demarcated areas, with the exception of
isolated findings that can be traced back
to imports. The commenter concluded
that the entire European Union should
not be listed as an area where CLB is
present.

As stated in this document, unless we
have had significant trade in CLB host
taxa with a country, imports of CLB host
taxa from all countries will be NAPPRA.
As previously established, the countries
that comprise the European Union have
not exported significant quantities of
CLB host taxa to the United States, with
limited exceptions as described in the
data sheets. Therefore, it does not matter
whether CLB is present in the entire
European Union or in certain areas for
the purposes of this action.

With respect to the assertions made
by the commenter, we note that, in the
European Union, CLB has been found in
the environment surrounding nursery
areas, suggesting that infested host
material was moved into previously
uninfested areas, and may also have
moved out of those areas. This would
indicate some potential deficiencies in
the European Union’s regulatory
program for this pest. We would
undertake a detailed review of the
European Union’s program for CLB if
the European Union requests that we
conduct a PRA to allow the importation
of CLB host taxa into the United States.

One commenter requested
clarification regarding the rationale for
adding Chaenomeles spp., Cydonia
spp., Malus spp., Prunus spp., and
Pyrus spp. to the NAPPRA category as
hosts of CLB. The commenter stated that
our previously established import
restrictions for fruit tree propagative
material into North America require
certification for specific pests of
concern, and prohibit importation from
non-approved sources. The commenter
stated that these measures should
mitigate the risk for most pests of
potential concern. Another commenter
similarly stated that many of the pest
species for which taxa were proposed to
be listed in the NAPPRA category are
already regulated by the United States,
including CLB.

We believe the measures the
commenter cited are those in paragraphs
(b) and (j) of § 319.37-5. These measures
specifically address pathogens that may
be associated with these genera of fruit

trees. They do not provide any
protection against CLB. In addition, they
do not address other insect or pathogen
pests that may be associated with these
genera. In order to comprehensively
address the risk associated with the
importation of these taxa, we need to
complete a PRA.

Several commenters expressed
concern regarding the potential impact
on the bonsai trade of listing Pinus spp.
and Rhododendron spp. as NAPPRA.
This trade has been regulated under
paragraph (q) of § 319.37-5, which
prescribes conditions for the
importation of artificially dwarfed
plants that are designed to prevent the
introduction of insect pests into the
United States. Some bonsai are also
imported under a bonsai pilot program
in which the bonsai are grown for a
period of time in postentry quarantine
under conditions equivalent to those in
§319.37-5(q).

The commenters stated that the
importation of Pinus spp. and
Rhododendron spp. as bonsai,
particularly from Japan but also from
China and Taiwan, is an important
business for them, with investments
made in production facilities in Japan
and postentry quarantine facilities in
the United States and per-tree values of
$50,000 or more. The commenters also
stated that bonsai are subject to intense
monitoring from agricultural officials
and have had no pest problems.

Based on these comments, we re-
examined our import records to
determine whether there was significant
trade in Pinus spp. and Rhododendron
spp.- from any country we had proposed
to list as NAPPRA for those taxa. As
noted earlier in this document under the
heading “Potential Economic Effects,”
we determined that there had been
significant trade with Japan (although
not China or Taiwan). As the conditions
in § 319.37-5(q) and in the bonsai pilot
program have been successful at
mitigating the risk of introducing other
quarantine pests into the United States,
and as the Federal order for CLB will
continue to govern the importation of
Pinus spp. and Rhododendron spp. from
Japan, we do not believe excluding
Japan from the NAPPRA action for these
taxa will increase the risk of introducing
quarantine pests into the United States.

Noting that the importation of bonsai
is regulated under § 319.37-5(q), one
commenter suggested we should
continue to allow the importation of any
taxon that is to be listed in NAPPRA as
a host of a quarantine pest if the taxon
is produced in accordance with a
USDA-approved systems approach.

The conditions in § 319.37-5(q) were
developed to address the risk posed by
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longhorned beetles, including CLB, in
artificially dwarfed plants. However,
those conditions apply only to
artificially dwarfed plants; it is
necessary to restrict the importation of
all plants that are hosts of CLB in order
to address the risk of introducing CLB.
Appropriate conditions for the
importation of those host plants can be
determined through the PRA process.
There may be other quarantine pests
associated with a taxon besides the pest
or pests addressed by a systems
approach and the pest for which the
taxon was added to the NAPPRA
category. Conducting a PRA will allow
us to identify all quarantine pests
associated with a taxon and develop
appropriate mitigations.

As discussed earlier, in cases where
we have experience with importing
artificially dwarfed plants under
§ 319.37-5(q) and the CLB Federal order
and have found, through inspection,
that they are generally pest-free, we
have allowed that trade to continue
under the conditions of the Federal
order.

One commenter, a company primarily
focused on the establishment and
management of short rotation
plantations of hybrid poplar in North
America, Europe, Asia, and South
America, expressed concern about the
listing of Populus, the genus containing
poplar species, as NAPPRA. The
commenter stated that its breeding and
hybridization work takes place in
Oregon, meaning the commenter needs
to import plant material in the form of
soil-free cuttings, seed, and pollen from
various countries. The commenter
stated that it has followed all
regulations for importing plants for
planting in the past, and such
importations have not resulted in the
introduction of any pests to the United
States.

The importation of seed of Populus
spp. will continue to be allowed. While
pollen may not be a pathway for CLB,
we need to evaluate all the quarantine
pests associated with this taxon besides
CLB as well, as there have not been
significant imports of Populus spp.
pollen or other plant parts into the
United States. Soil-free unrooted
cuttings, meanwhile, could easily serve
as a pathway for CLB depending on size,
and we would need to analyze CLB and
any other pests associated with Populus
spp. through the PRA process before
allowing the importation of such plants
for planting, as there have not been
significant imports of Populus spp. from
any country except Canada.

One commenter stated a desire to
establish a pest-free area for CLB and
the Asian longhorned beetle

(Anaplophora glabripennis, ALB) in
Netherlands to allow the importation of
fruit trees from that country.

As described in the CLB data sheet
that accompanied the July 2011 notice,
Malus spp. and Prunus spp., the two
principal genera of fruit trees, from
Netherlands will be allowed to be
imported under the current regulations
for their importation in § 319.37-5(b)
and under the conditions of the Federal
order. The Federal order includes
requirements for production in a pest-
free area, pest-free place of production,
or pest-free production site for CLB and
ALB. We fully support the
establishment of pest-free areas in
exporting countries, but it is the
responsibility of the exporting country’s
NPPO and local growers to establish and
maintain these pest-free areas.

Lachneulla willkommii

One commenter expressed surprise
that we had excluded Canada from
NAPPRA in the data sheet listing hosts
of the pest Lachneulla willkommii,
since, as the commenter stated, L.
willkommii is present in Nova Scotia
and New Brunswick.

Both Canada and the United States
have designated areas under quarantine
for this pest. We recognize Canada’s
quarantine, and Canada recognizes ours.
There is no need for further restrictions.

Therefore, in accordance with the
regulations in § 319.37—2a(b)(2), we are
adding 31 taxa of plants for planting
that are quarantine pests and 107 taxa
of plants for planting that are hosts of
13 quarantine pests to the list of taxa
whose importation is NAPPRA. A
complete list of those taxa and the
restrictions placed on their importation
can be found at the address in footnote
1 of this document or on the Plant
Protection and Quarantine Web page at
http://www.aphis.usda.gov/
import_export/plants/plant_imports/
Q37/nappra/index.shtml.

Authority: 7 U.S.C. 450, 7701-7772, and
7781-7786; 21 U.S.C. 136 and 136a; 7 CFR
2.22, 2.80, and 371.3.

Done in Washington, DC, this 15th day of
April 2013.
Kevin Shea,
Acting Administrator, Animal and Plant
Health Inspection Service.
[FR Doc. 2013—-09147 Filed 4-17-13; 8:45 am]

BILLING CODE 3410-34-P

DEPARTMENT OF AGRICULTURE
Forest Service

National Advisory Committee for
Implementation of the National Forest
System Land Management Planning
Rule

AGENCY: Forest Service, USDA.
ACTION: Notice of meeting.

SUMMARY: The National Advisory
Committee for Implementation of the
National Forest System Land
Management Planning Rule will meet in
Fort Collins, Colorado. The committee
operates in compliance with the Federal
Advisory Committee Act. The purpose
of the committee is to provide advice
and recommendations on the
implementation of the National Forest
System Land Management Rule. The
meeting is also open to the public. The
purpose of the meeting is to initiate
deliberations on formulating advice to
the Secretary on the Proposed Land
Management Planning Directives.
DATES: The meeting will be held on May
7-9, 2013, from 8:30 a.m. to 6:00 p.m.
on Tuesday, 8:30 a.m. to 5:30 p.m. on
Wednesday, and 8:30 a.m. to 1:30 p.m.
on Thursday, Mountain Time.
ADDRESSES: The meeting will be held at
the Hilton Fort Collins, 425 West
Prospect Road, Fort Collins, Colorado
80526.

Written comments may be submitted
as described under Supplementary
Information. All comments, including
names and addresses when provided,
are placed in the record and are
available for public inspection and
copying. The public may inspect
comments received at 1601 N Kent
Street, Arlington, VA 22209, 6th Floor.
Please contact ahead of time, Chalonda
Jasper at 202—260-9400,
cjasper@fs.fed.us, to facilitate entry into
the building to view comments.

FOR FURTHER INFORMATION CONTACT:
Chalonda Jasper, Ecosystem
Management Coordination, 202—-260—
9400, cjasper@fs.fed.us.

Individuals who use
telecommunication devices for the deaf
(TDD) may call the Federal Information
Relay Service (FIRS) at 1-800-877—-8339
between 8:00 a.m. and 8:00 p.m.,
Eastern Standard Time, Monday
through Friday.

SUPPLEMENTARY INFORMATION: The
following business will be conducted:
(1) Initial deliberations on formulating
advice for the Secretary on the Proposed
Land Management Planning Directives,
(2) discuss findings from committee
working groups, and (3) administrative
tasks. Further information, including
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the meeting agenda, will be posted on
the Planning Rule Advisory Committee
Web site at http://www.fs.usda.gov/
main/planningrule/committee.

Anyone who would like to bring
related matters to the attention of the
committee may file written statements
with the committee staff before the
meeting. Written comments must be
sent to USDA Forest Service, Ecosystem
Management Coordination, 201 14th
Street SW., Mail Stop 1104,
Washington, DC, 20250-1104.
Comments may also be sent via email to
Chalonda Jasper at cjasper@fs.fed.us, or
via facsimile to 703-235-0138. A
summary of the meeting will be posted
at http://www.fs.usda.gov/main/
planningrule/committee within 21 days
of the meeting.

Meeting Accommodations: If you
require sign language interpreting,
assistive listening devices or other
reasonable accommodation, please
submit request prior to the meeting by
contacting Chalonda Jasper at 202-260—
9400, cjasper@fs.fed.us. All reasonable
accommodation requests are managed
on a case-by-case basis.

Dated: April 11, 2013.
James W. Pena,

Associate Deputy Chief, National Forest
System.

[FR Doc. 2013-09110 Filed 4-17-13; 8:45 am]
BILLING CODE 3410-11-P

DEPARTMENT OF COMMERCE

Foreign-Trade Zones Board
[B-91-2012]

Foreign-Trade Zone 22—Chicago,
lllinois, Authorization of Production
Activity, Abbott Laboratories, Inc.,
AbbVie, Inc. (Pharmaceutical
Production), North Chicago, lllinois,
Area

On December 14, 2012, Abbott
Laboratories, Inc., and AbbVie, Inc.,
submitted a notification for expanded
production authority within Subzones
22F and 228, respectively, at sites
located in the North Chicago and Lake
County, Illinois, area.

The notification was processed in
accordance with the regulations of the
FTZ Board (15 CFR part 400), including
notice in the Federal Register inviting
public comment (77 FR 75610, 12—-21—
2012). The FTZ Board has determined
that no further review of the activity is
warranted at this time. The production
activity described in the notification is
authorized, subject to the FTZ Act and
the Board’s regulations, including
Section 400.14.

Dated: April 12, 2013.
Elizabeth Whiteman,
Acting Executive Secretary.
[FR Doc. 2013-09163 Filed 4-17-13; 8:45 am]
BILLING CODE P

DEPARTMENT OF COMMERCE

Foreign-Trade Zones Board
[B-92-2012]

Authorization of Production Activity,
Foreign-Trade Subzone 26L, Suzuki
Mfg. of America Corp. (All-Terrain
Vehicles), Rome, Jonesboro and
Cartersville, Georgia

On November 19, 2012, Georgia
Foreign-Trade Zone, Inc., grantee of FTZ
26, submitted a notification of proposed
production activity to the Foreign-Trade
Zones (FTZ) Board on behalf of Suzuki
Mfg. of America Corp.

The notification was processed in
accordance with the regulations of the
FTZ Board (15 CFR part 400), including
notice in the Federal Register inviting
public comment (77 FR 75972-75973,
12-26-2012). The FTZ Board has
determined that no further review of the
activity is warranted at this time. The
production activity described in the
notification is authorized, subject to the
FTZ Act and the Board’s regulations,
including Section 400.14.

Dated: April 11, 2013.
Andrew McGilvray,
Executive Secretary.
[FR Doc. 2013—09048 Filed 4-17-13; 8:45 am]
BILLING CODE P

DEPARTMENT OF COMMERCE

Foreign-Trade Zones Board
[B-31-2013]

Foreign-Trade Zone (FTZ) 230—
Piedmont Triad Area, North Carolina;
Notification of Proposed Production
Activity; Oracle Flexible Packaging,
Inc.; (Foil-Backed Paperboard);
Winston-Salem, North Carolina

The Piedmont Triad Partnership,
grantee of FTZ 230, submitted a
notification of proposed production
activity on behalf of Oracle Flexible
Packaging, Inc. (OFPI), located in
Winston-Salem, North Carolina. The
notification conforming to the
requirements of the regulations of the
FTZ Board (15 CFR 400.22) was
received on March 25, 2013.

The OFPI facility is located within
Site 28 of FTZ 230. The facility is used
for the production of aluminum foil-

backed paperboard and to laminate
plastic film (the laminating activity is
not “production” activity under the FTZ
Board’s regulations). Pursuant to 15 CFR
400.14(b), FTZ activity would be limited
to the specific foreign-status materials
and components and specific finished
products described in the submitted
notification (as described below) and
subsequently authorized by the FTZ
Board.

Production under FTZ procedures
could exempt OFPI from customs duty
payments on the foreign status materials
and components used in export
production. On its domestic sales, OFPI
would be able to choose the duty rates
during customs entry procedures that
apply to aluminum foil-backed
paperboard and aluminum scrap (free—
3.7%) for the foreign aluminum foil
noted below. Customs duties also could
possibly be deferred or reduced on
foreign status production equipment.

The components and materials
sourced from abroad include: aluminum
foil (not backed) and plastic (propylene)
film (duty rate ranges from 3.0 to 5.8%).

Public comment is invited from
interested parties. Submissions shall be
addressed to the FTZ Board’s Executive
Secretary at the address below. The
closing period for their receipt is May
28, 2013.

A copy of the notification will be
available for public inspection at the
Office of the Executive Secretary,
Foreign-Trade Zones Board, Room
21013, U.S. Department of Commerce,
1401 Constitution Avenue NW.,
Washington, DC 20230-0002, and in the
“Reading Room” section of the FTZ
Board’s Web site, which is accessible
via www.trade.gov/ftz.

For further information, contact Pierre
Duy at Pierre.Duy@trade.gov or (202)
482-1378.

Dated: April 9, 2013.
Andrew McGilvray,
Executive Secretary.
[FR Doc. 2013-09047 Filed 4-17-13; 8:45 am]
BILLING CODE P

DEPARTMENT OF COMMERCE

International Trade Administration
[A-428-840]

Lightweight Thermal Paper From
Germany: Final Results of
Antidumping Duty Administrative
Review; 2010-2011

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

SUMMARY: On December 11, 2012, the
Department of Commerce (the
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Department) published the preliminary
results of the administrative review of
the antidumping duty order on
lightweight thermal paper from
Germany.! The period of review (POR)
is November 1, 2010, through October
31, 2011. We invited interested parties
to comment on the preliminary results.
After reviewing the comments received,
we made no changes to the dumping
margin assigned to Papierfabrik August
Koehler AG (Koehler). Therefore, the
final results do not differ from the
preliminary results. The final dumping
margin for Koehler is listed below in the
section entitled “Final Results of
Review.”

DATES: Effective Date: April 18, 2013.
FOR FURTHER INFORMATION CONTACT:
David Goldberger or Terre Keaton
Stefanova, AD/CVD Operations, Office
2, Import Administration, International
Trade Administration, U.S. Department
of Commerce, 14th Street and
Constitution Avenue NW., Washington,
DG, 20230; telephone (202) 482—4136 or
(202) 482-1280, respectively.

Background

Since the publication of the
Preliminary Results, the following
events have occurred. In January 2013,
Koehler submitted a case brief, the
petitioner (Appleton Papers Inc.)
submitted its rebuttal brief, and both
parties requested a hearing. On February
13, 2013, we held a public hearing.

The Department has conducted this
administrative review in accordance
with section

751(a)(1) of the Tariff Act of 1930, as
amended (the Act).

Scope of the Order

The merchandise covered by the order
is lightweight thermal paper. The
merchandise subject to the order is
currently classified under the following
Harmonized Tariff Schedule of the
United States (HTSUS) subheadings:
3703.10.60, 4811.59.20, 4811.90.8000,
4811.90.8030, 4811.90.8040,
4811.90.8050, 4811.90.9000,
4811.90.9030, 4811.90.9035,
4811.90.9050, 4811.90.9080,
4811.90.9090, 4820.10.20, and
4823.40.00. Although the HTSUS
numbers are provided for convenience
and customs purposes, the written
product description, available in the
Order, remains dispositive.2

1 See Lightweight Thermal Paper from Germany;
Preliminary Results Antidumping Duty
Administrative Review; 2010-2011, 77 FR 73615
(December 11, 2012) (Preliminary Results).

2For a complete description of the scope, see
Antidumping Duty Orders: Lightweight Thermal
Paper from Germany and the People’s Republic of
China, 73 FR 70959 (November 24, 2008) (Order).

Application of Adverse Facts Available
(AFA)

In the Preliminary Results, we found
that Koehler: (A) Withheld information
that had been requested by the
Department; (B) failed to provide such
information in a timely manner or in the
form or manner requested; (C)
significantly impeded this proceeding;
and (D) provided information that
cannot be verified. In addition, we
found that Koehler did not act to the
best of its ability to respond to the
Department’s requests for information.
Therefore, pursuant to sections 776(a)
and (b) of the Act, we determined that
the use of AFA was appropriate as the
basis for the dumping margin for
Koehler.3 Having considered the
arguments raised by the parties in the
case and rebuttal briefs, we continue to
find that the application of AFA is
warranted and have assigned to Koehler
a dumping margin of 75.36 percent.

Analysis of Comments Received

All issues raised in the case and
rebuttal briefs by parties are addressed
in the memorandum entitled, “Issues
and Decision Memorandum for the
Final Results of the 2010-2011
Administrative Review on Lightweight
Thermal Paper from Germany (Issues
and Decision Memo),” which is dated
concurrently with, and adopted by, this
notice. A list of the issues which parties
raised and to which we respond in the
Issues and Decision Memo is attached to
this notice as Appendix I. The Issues
and Decision Memo is a public
document and is on file electronically
via Import Administration’s
Antidumping and Countervailing Duty
Centralized Electronic Service System
(IA ACCESS). IA ACCESS is available to
registered users at http://
iaaccess.trade.gov and in the Central
Records Unit (CRU), room 7046 of the
main Department of Commerce
building. In addition, a complete
version of the Issues and Decision
Memo can be accessed directly on the
Internet at http://www.trade.gov/ia/.
The signed Issues and Decision Memo
and the electronic version of the Issues
and Decision Memo are identical in
content.

See also Preliminary Results and accompanying
Decision Memorandum for Preliminary Results of
Antidumping Duty Administrative Review:
Lightweight Thermal Paper from Germany
(Preliminary Decision Memorandum).

3 See Preliminary Results, Preliminary Decision
Memorandum, and Memorandum to the File
entitled “Lightweight Thermal Paper from
Germany: Preliminary Results of Antidumping Duty
Administrative Review: Application of Total
Adverse Facts Available to Koehler,” dated
December 3, 2012.

Final Results of the Review

We made no changes to our
preliminary results. Therefore, we are
assigning the following dumping margin
to Koehler for the period November 1,
2010, through October 31, 2011.

Percent
Manufacturer/Exporter margin
Papierfabrik August Koehler AG .. 75.36

Assessment Rates

The Department will determine, and
U.S. Customs and Border Protection
(CBP) shall assess, antidumping duties
on all appropriate entries, in accordance
with 19 CFR 351.212(b). The
Department intends to issue appropriate
assessment instructions directly to CBP
15 days after publication of these final
results of review. For Koehler’s U.S.
sales, we will base the assessment rate
assigned to the corresponding entries on
AFA, as noted above.

Cash Deposit Requirements

The following cash deposit
requirements will be effective for all
shipments of lightweight thermal paper
from Germany entered, or withdrawn
from warehouse, for consumption on or
after the publication date of the final
results of this administrative review, as
provided by section 751(a)(2)(C) of the
Act: (1) The cash deposit rate for
Koehler will be the rate established in
the final results of this administrative
review; (2) for previously reviewed or
investigated companies not
participating in this review, the cash
deposit rate will continue to be the
company-specific rate published for the
most recent period; (3) if the exporter is
not a firm covered in this review, a
previous review, or the original less-
than-fair-value investigation, but the
manufacturer is, the cash deposit rate
will be the rate established for the most
recent period for the manufacturer of
the merchandise; and (4) the cash
deposit rate for all other manufacturers
or exporters will continue to be 6.50
percent, the all-others rate established
in the investigation.* These deposit
requirements, when imposed, shall
remain in effect until further notice.

Notification to Importers

This notice also serves as a final
reminder to importers of their
responsibility under 19 CFR 351.402(f)
to file a certificate regarding the
reimbursement of antidumping duties
prior to liquidation of the relevant
entries during this review period.
Failure to comply with this requirement

4 See Order.
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could result in the Secretary’s
presumption that reimbursement of
antidumping duties occurred and the
subsequent assessment of double
antidumping duties.

Notification to Interested Parties

This notice serves as the only
reminder to parties subject to
administrative protective order (APO) of
their responsibility concerning the
disposition of proprietary information
disclosed under APO in accordance
with 19 CFR 351.305(a)(3). Timely
written notification of return/
destruction of APO materials or
conversion to judicial protective order is
hereby requested. Failure to comply
with the regulations and the terms of an
APO is a sanctionable violation.

This administrative review and notice
are published in accordance with
sections 751(a)(1) and 777(i)(1) of the
Act and 19 CFR 351.221.

Dated: April 10, 2013.
Paul Piquado,
Assistant Secretary for Import
Administration.
Appendix I
List of Topics Discussed in the Issues and
Decision Memo

1. Application of Total Adverse Facts
Available (AFA).
2. Selection of the AFA Rate.

[FR Doc. 2013-09049 Filed 4-17-13; 8:45 am]
BILLING CODE 3510-DS-P

DEPARTMENT OF COMMERCE

International Trade Administration

[C-570-921]

Lightweight Thermal Paper From the
People’s Republic of China:
Rescission of Countervailing Duty
Administrative Review; 2011

AGENCY: Import Administration,
International Trade Administration,
Department of Commerce.

SUMMARY: The Department of Commerce
(“the Department”) is rescinding the
administrative review of the
countervailing duty order on
lightweight thermal paper from the
People’s Republic of China (“PRC”) for
the period January 1, 2011, through
December 31, 2011.

DATES: Effective Date: April 18, 2013.

FOR FURTHER INFORMATION CONTACT:
Mahnaz Khan, AD/CVD Operations,
Office 1, Import Administration,
International Trade Administration,
U.S. Department of Commerce, 14th
Street and Constitution Avenue NW.,

Washington, DC 20230; telephone: (202)
482—-0914.

SUPPLEMENTARY INFORMATION:
Background

The Department initiated an
administrative review of the
countervailing duty order on
lightweight thermal paper from the PRC
covering the period January 1, 2011,
through December 31, 2011, based on a
request by Appleton Papers, Inc.
(“Petitioner”). See Initiation of
Antidumping and Countervailing Duty
Administrative Reviews and Request for
Revocation in Part, 77 FR 77017
(December 31, 2012).

The review covers the following
companies: Guangdong Guanhao High-
Tech Co., Ltd.; Henan Province Jianghe
Paper Co., Ltd.; Jianghe Paper Co., Ltd.;
JHT Paper; New Pride Co., Ltd.; and
Shenzhen Taizhou Industrial
Development Co., Ltd. On April 1, 2013,
Petitioner withdrew its request for an
administrative review of these
companies.

Rescission of Review

Pursuant to 19 CFR 351.213(d)(1), the
Department will rescind an
administrative review, in whole or in
part, if the party that requested the
review withdraws its request within 90
days of the date of publication of the
notice of initiation of the requested
review. In this case, Petitioner withdrew
its request within the 90-day deadline
and no other parties requested an
administrative review of the
countervailing duty order. Therefore, we
are rescinding the administrative review
of lightweight thermal paper from the
PRC covering the period January 1,
2011, through December 31, 2011.

Assessment

The Department will instruct U.S.
Customs and Border Protection (“CBP”’)
to assess countervailing duties on all
entries of lightweight thermal paper
from the PRC during the POR at rates
equal to the cash deposit of estimated
countervailing duties required at the
time of entry or withdrawal from
warehouse for consumption, in
accordance with 19 CFR
351.212(c)(1)(i). The Department
intends to issue appropriate assessment
instructions to CBP 15 days after
publication of this notice.

Notifications

This notice serves as a final reminder
to importers of their responsibility
under 19 CFR 351.402(f)(2) to file a
certificate regarding the reimbursement
of countervailing duties prior to

liquidation of the relevant entries
during this review period.

This notice serves as a final reminder
to parties subject to administrative
protective order (“APO”’) of their
responsibility concerning the return or
destruction of proprietary information
disclosed under an APO in accordance
with 19 CFR 351.305(a)(3). Timely
written notification of the return or
destruction of APO materials or
conversion to judicial protective order is
hereby requested. Failure to comply
with the regulations and terms of an
APO is a violation that is subject to
sanction.

This notice is issued and published in
accordance with sections 751(a)(1) and
777(i)(1) of the Tariff Act of 1930, as
amended, and 19 CFR 351.213(d)(4).

Dated: April 11, 2013.
Christian Marsh,

Deputy Assistant Secretary for Antidumping
and Countervailing Duty Operations.

[FR Doc. 2013—09162 Filed 4-17-13; 8:45 am]|
BILLING CODE 3510-DS-P

DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric
Administration

RIN 0648—-XC630

Endangered and Threatened Species;
Take of Anadromous Fish

AGENCY: NOAA'’s National Marine
Fisheries Service (NMFS), National
Oceanic and Atmospheric
Administration (NOAA), U.S.
Department of Commerce.

ACTION: Issuance of a scientific research
permit.

SUMMARY: Notice is hereby given that
NMFS has issued scientific research
Permit 15610 to the Oregon State
University, Department of Fisheries and
Wildlife (OSU).

ADDRESSES: The permit application, the
permit, and related documents are
available for review, by appointment, at
the foregoing address at: Protected
Resources Division, NMFS, 501 W.
Ocean Blvd., Suite 4200, Long Beach,
CA 90802 phone: 562—-980-4026, fax:
562—980—4027, email at:
Matthew.McGoogan@noaa.gov). The
permit application is also available for
review online at the Authorizations and
Permits for Protected Species Web site
at https://apps.nmfs.noaa.gov.

FOR FURTHER INFORMATION CONTACT: Matt
McGoogan at 562—980-4026, or email:
Matthew.McGoogan@noaa.gov.

SUPPLEMENTARY INFORMATION:
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Authority

The issuance of permits, as required
by the Endangered Species Act of 1973
(16 U.S.C. 1531-1543) (ESA), is based
on a finding that such permits: (1) Are
applied for in good faith; (2) would not
operate to the disadvantage of the listed
species that are the subject of the
permits; and, (3) are consistent with the
purposes and policies set forth in
section 2 of the ESA. Authority to take
listed species is subject to conditions set
forth in the permits. Permits are issued
in accordance with and are subject to
the ESA and NMFS regulations (50 CFR
parts 222—-226) governing listed fish and
wildlife permits.

Species Covered in This Notice

This notice is relevant to the federally
endangered Southern California Distinct
Population Segment of steelhead
(Oncorhynchus mykiss).

Permit Issued

A notice of the receipt of an
application for Permit 15610 was
published in the Federal Register on
November 14, 2012 (77 FR 67796).
Permit 15610 was issued to OSU on
March 4, 2013. Permit 15610 authorizes
OSU to conduct a scientific study of
steelhead on several streams in the
Ventura River watershed in Ventura
County, California. The primary
objectives of this study are to (1)
determine if population genetic
structure exists in the steelhead and
rainbow trout subpopulations in the
Ventura Basin, (2) determine
smoltification patterns of steelhead and
rainbow trout in the Ventura Basin and
influence between the two life history
forms, and (3) determine downstream
migration patterns for steelhead and
rainbow trout and how those patterns
may be influenced by environmental
conditions.

Research activities include (1)
monitoring water temperature, (2)
capturing smolts and adult steelhead in
a migrant trap at the Robles Diversion
Dam, (3) capturing smolts and juvenile
steelhead using a seine in the Ventura
River estuary, (4) capturing smolts and
juvenile steelhead by electrofishing pre-
determined sample sites throughout the
Ventura River watershed, (5) recording
weight and length of smolts and
juvenile steelhead, (6) removing tissue
(gill and fin clip) samples from smolts
and juvenile steelhead, (7) analyzing fin
clips for genetic structure, (8) analyzing
gill samples for ATPase (decomposition
of adenosine triphosphate (ATP) into
adenosine diphosphate and a free
phosphate ion as an indicator of
smoltification, and (9) inserting Passive

Integrated Transponder (PIT) tags into
smolts and juvenile steelhead.

Permit 15610 authorizes the non-
lethal capture and release of up to 210
juvenile steelhead (30 juvenile steelhead
from 7 different sites) over the course of
1 year for the purpose of genetic
sampling (fin clip), the capture and
release of up to 684 steelhead smolts
(342 smolts annually over 2 years of
sampling) and 304 juvenile steelhead
(152 juvenile steelhead annually over 2
years of sampling) for the purpose of
PIT tagging and tissue (gill/ATPase)
sampling, capture and release of up to
10 adult steelhead (5 adults annually
over 2 years of sampling) for genetic
sampling (fin clip), and up to 40 tissue
samples (fin clip) from adult steelhead
carcasses (20 adult carcasses annually
over 2 years of sampling). The
authorized unintentional lethal take for
Permit 15610 is a total of 9 juvenile
steelhead and 16 steelhead smolts. All
mortalities will be sent to NMFS
Protected Resources Division in Long
Beach, California for genetic research
and processing. Field activities
associated with Permit 15610 began
after the permit was issued on March 4,
2013, and will cease when the permit
expires on May 31, 2015.

Dated: April 15, 2013.

Angela Somma,

Chief, Endangered Species Division, Office
of Protected Resources, National Marine
Fisheries Service.

[FR Doc. 2013—-09107 Filed 4-17-13; 8:45 am]
BILLING CODE 3510-22-P

DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric
Administration

RIN 0648-XC617

Mid-Atlantic Fishery Management
Council (MAFMC); Public Meeting

AGENCY: National Marine Fisheries
Service (NMFS), National Oceanic and
Atmospheric Administration (NOAA),
Commerce.

ACTION: Notice of a public meeting.

SUMMARY: The Scientific and Statistical
Committee (SSC) of the Mid-Atlantic
Fishery Management Council (Council)
will hold a meeting.

DATES: The meeting will be held on
Wednesday and Thursday, May 15-16,
2013. The meeting will begin at 9 a.m.
on Wednesday, May 15 and conclude by
4 p.m. on Thursday, May 16.
ADDRESSES: The meeting will be held at
Admiral Fell Inn, 888 S. Broadway,
Baltimore, MD 21231; telephone: (410)
522-7377.

Council address: Mid-Atlantic Fishery
Management Council, 800 N. State
Street, Suite 201, Dover, DE 19901;
telephone: (302) 674—2331.

FOR FURTHER INFORMATION CONTACT:
Christopher M. Moore Ph.D., Executive
Director, Mid-Atlantic Fishery
Management Council, 800 N. State
Street, Suite 201, Dover, DE 19901;
telephone: (302) 526-5255.
SUPPLEMENTARY INFORMATION: Agenda
items for the SSC meeting include:
review multi-year ABC specifications
for Loligo and Illex squid and Atlantic
mackerel; make ABC recommendation
for Atlantic butterfish (2014-15); make
multi-year ABC recommendations
(2014-16) for surfclams and ocean
quahogs; review criteria for establishing
multi-year ABC recommendations; and
establish research priorities for 2014.

Although non-emergency issues not
contained in this agenda may come
before this group for discussion, those
issues may not be the subject of formal
action during this meeting. Action will
be restricted to those issues specifically
listed in this notice and any issues
arising after publication of this notice
that require emergency action under
section 305(c) of the Magnuson-Stevens
Fishery Conservation and Management
Act, provided the public has been
notified of the Council’s intent to take
final action to address the emergency.

Special Accommodations

The meeting is physically accessible
to people with disabilities. Requests for
sign language interpretation or other
auxiliary aids should be directed to M.
Jan Saunders at the Mid-Atlantic
Council Office, (302) 526-5251, at least
5 days prior to the meeting date.

Dated: April 15, 2013.
Tracey L. Thompson,

Acting Deputy Director, Office of Sustainable
Fisheries, National Marine Fisheries Service.

[FR Doc. 2013—09112 Filed 4-17-13; 8:45 am]
BILLING CODE 3510-22-P

DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric
Administration

RIN 0648—-XC625

Marine Fisheries Advisory Committee
Meeting

AGENCY: National Marine Fisheries
Service (NMFS), National Oceanic and
Atmospheric Administration (NOAA),
Commerce.

ACTION: Notice of open public meeting.

SUMMARY: This notice sets forth the
schedule and proposed agenda of a
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forthcoming meeting of the Marine
Fisheries Advisory Committee
(MAFAC). The members will discuss
and provide advice on issues outlined
under SUPPLEMENTARY INFORMATION
below.

DATES: The meeting will be held May 9,
2013 from 1 p.m. to 5 p.m. and May 10,
2013, from 8 a.m. to 5 p.m.

ADDRESSES: On May 9, the meeting will
be held at the Mayflower Renaissance,
1127 Connecticut Avenue NW.,
Washington, DC 20036; 202—776-9145.
On May 10, the meeting will be at the
Courtyard Washington Embassy Row,
1600 Rhode Island Avenue NW.,
Washington, DC 20036; 202—293-8000.

FOR FURTHER INFORMATION CONTACT:
Mark Holliday, MAFAC Executive
Director; (301) 427—8004; email:
Mark.Holliday@noaa.gov.

SUPPLEMENTARY INFORMATION: As
required by section 10(a)(2) of the
Federal Advisory Committee Act, 5
U.S.C. App. 2, notice is hereby given of
a meeting of MAFAC. The MAFAC was
established by the Secretary of
Commerce (Secretary), and, since 1971,
advises the Secretary on all living
marine resource matters that are the
responsibility of the Department of
Commerce. The complete charter and
summaries of prior meetings are located
online at http://www.nmfs.noaa.gov/
ocs/mafac/.

Matters To Be Considered

This agenda is subject to change.

The meeting is convened to hear
presentations and discuss policies and
guidance on the following topics:
Fisheries certification and
sustainability, Endangered Species Act
and current protected resources issues,
outcomes of the Managing Our Nation’s
Fisheries 3 conference and next steps,
and NMFS budget. The meeting will
include discussion of various MAFAC
administrative and organizational
matters and may include meetings of the
standing subcommittees.

Special Accommodations

These meetings are physically
accessible to people with disabilities.
Requests for sign language
interpretation or other auxiliary aids
should be directed to Mark Holliday,
MAFAC Executive Director; 301-427—
8004 by April 26, 2013.

Dated: April 15, 2013.
Samuel D. Rauch III,
Deputy Assistant Administrator for
Regulatory Programs, performing the
functions and duties of the Assistant
Administrator for Fisheries, National Marine
Fisheries Service.
[FR Doc. 2013-09148 Filed 4-17-13; 8:45 am]
BILLING CODE 3510-22-P

DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric
Administration

RIN 0648-XC627

Fisheries of the South Atlantic; South
Atlantic Fishery Management Council;
Public Meeting

AGENCY: National Marine Fisheries
Service (NMFS), National Oceanic and
Atmospheric Administration (NOAA),
Commerce.

ACTION: Meetings of the South Atlantic
Fishery Management Council’s Habitat
& Environmental Protection Advisory
Panel (AP); Coral AP; Joint Meeting of
the Habitat & Environmental Protection
AP and Coral AP; and Deepwater
Shrimp AP.

SUMMARY: The South Atlantic Fishery
Management Council (SAFMC) will
hold the AP meetings in North
Charleston, SC.

DATES: The meetings will be held from
8:30 a.m. on Tuesday, May 7, 2013 until
5 p.m. on Thursday, May 9, 2013.
ADDRESSES: The meetings will be held at
the Hilton Garden Inn, 5265
International Boulevard, North
Charleston, SC 29418; telephone: (800)
445-8667 or (843) 308-9330; fax: (843)
308-9331.

Council address: South Atlantic
Fishery Management Council, 4055
Faber Place Drive, Suite 201, N.
Charleston, SC 29405.

FOR FURTHER INFORMATION CONTACT: Kim
Iverson, Public Information Officer,
SAFMC; telephone: (843) 571-4366 or
toll free: (866) SAFMC-10; fax: (843)
769—4520; email:
kim.iverson@safmc.net.

SUPPLEMENTARY INFORMATION: The items
of discussion in the individual meeting
agendas are as follows:

Habitat AP Agenda, Tuesday, May 7,
2013, 8:30 a.m. until 4:30 p.m.

1. Review draft Essential Fish Habitat
(EFH) policy statements.

2. Review status of developing a state
of the South Atlantic Habitat report.

3. Receive an update on regional
ecosystem coordination and South

Atlantic Habitat and Ecosystem Atlas/
Digital Dashboard.

4. Receive a project/permit update
from NOAA Fisheries Habitat
Conservation Division.

Coral AP Agenda, Tuesday, May 7,
2013, 1 p.m. Until 5 p.m.

1. Receive an update from NOAA
Fisheries Habitat Conservation Division.

2. Receive an update on Coral Nursery
Restoration Work and Utilization.

3. Receive an update on the status of
the Endangered Species Act (ESA)
listing of coral species.

4. Review Coral AP recommendations
in Coral Amendment 8, pertaining to
Coral Habitat Areas of Particular
Concern (HAPCs) and transit through
the Oculina HAPC.

5. Proceed with the election of a vice-
chair for the AP.

Joint Habitat & Environmental
Protection AP and Coral AP Agenda,
Wednesday, May 8, 2013, 8:30 a.m.
Until 12 p.m.

1. Receive an update on Vessel
Monitoring Systems (VMS) data.

2. Review Coral Amendment 8 and
recommendations for protecting
deepwater habitat complexes associated
with extension proposals for Coral
HAPCs.

Deepwater Shrimp AP Agenda,
Thursday, May 9, 2013, 9 a.m. Until 5
.m.

1. Receive and discuss Coral
Amendment 8, including a review of
spatial information on habitat mapping
and fishery activity for the modified
Coral HAPC area alternatives.

2. Receive a presentation on VMS
functionality from NMFS Office of Law
Enforcement.

Although non-emergency issues not
contained in this agenda may come
before this group for discussion, those
issues may not be the subject of formal
action during these meetings. Action
will be restricted to those issues
specifically identified in this notice and
any issues arising after publication of
this notice that require emergency
action under section 305(c) of the
Magnuson-Stevens Fishery
Conservation and Management Act,
provided the public has been notified of
the Council’s intent to take final action
to address the emergency.

Special Accommodations

These meetings are physically
accessible to people with disabilities.
Requests for auxiliary aids should be
directed to the council office (see
ADDRESSES) 3 days prior to the meeting.


http://www.nmfs.noaa.gov/ocs/mafac/
http://www.nmfs.noaa.gov/ocs/mafac/
mailto:Mark.Holliday@noaa.gov
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Note: The times and sequence specified in
this agenda are subject to change.

Dated: April 12, 2013.
William D. Chappell,

Acting Deputy Director, Office of Sustainable
Fisheries, National Marine Fisheries Service.

[FR Doc. 2013-09073 Filed 4—17-13; 8:45 am]
BILLING CODE 3510-22-P

DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric
Administration

RIN 0648-XV04

Endangered Species; File Nos. 14759-
01 and 16375-01

AGENCY: National Marine Fisheries
Service (NMFS), National Oceanic and
Atmospheric Administration (NOAA),
Commerce.

ACTION: Notice; receipt of applications
for permit modification.

SUMMARY: Notice is hereby given that
the North Carolina Cooperative Fish and
Wildlife Research Unit, North Carolina
State University, Raleigh, NC 27695
[Joseph Hightower: Responsible Party],
has applied in due form for permit
modifications to take shortnose sturgeon
(Acipenser brevirostrum) and Atlantic
sturgeon (Acipenser oxyrinchus
oxyrinchus) for purposes of scientific
research.

DATES: Written, telefaxed, or email
comments must be received on or before
May 20, 2013.

ADDRESSES: The application and related
documents are available for review by
selecting ‘“Records Open for Public
Comment” from the Features box on the
Applications and Permits for Protected
Species (APPS) home page, https://
apps.nmfs.noaa.gov, and then selecting
File Nos. 14759-01 and 16375-01 from
the list of available applications.

These documents are also available
upon written request or by appointment
in the following offices:

e Permits and Conservation Division,
Office of Protected Resources, NMFS,
1315 East-West Highway, Room 13705,
Silver Spring, MD 20910; phone (301)
427-8401; fax (301) 713-0376; and

¢ Southeast Region, NMFS, 263 13th
Avenue South, Saint Petersburg, Florida
33701; phone (727) 824-5312; fax (727)
824-5309.

Written comments on either
application should be submitted to the
Chief, Permits and Conservation
Division

¢ By email to
NMFS.Pr1Comments@noaa.gov (include

the File No. in the subject line of the
email);

e By facsimile to (301) 713-0376; or
e At the address listed above.

Those individuals requesting a public
hearing should submit a written request
to the Chief, Permits and Conservation
Division at the address listed above. The
request should set forth the specific
reasons why a hearing on the
application would be appropriate.

FOR FURTHER INFORMATION CONTACT:
Malcolm Mohead or Colette Cairns at
(301) 427-8401.

SUPPLEMENTARY INFORMATION: The
subject permit modifications are
requested under the authority of the
Endangered Species Act of 1973, as
amended (ESA; 16 U.S.C. 1531 et seq.),
and the regulations governing the
taking, importing, and exporting of
endangered and threatened species (50
CFR parts 222-226).

Permit No. 14759 was issued August
20, 2010 (75 FR 53278), and Permit No.
16375 was issued on April 6, 2012 (77
FR 21754) to the applicant listed above.
Each permit currently authorizes the
permit holder to assess the presence,
abundance, and distribution of
shortnose sturgeon and Atlantic
sturgeon, respectively, within North
Carolina rivers (Chowan, Roanoke, Tar-
Pamlico, Neuse, and Cape Fear) and
estuaries (Albemarle Sound) using non-
lethal sampling methods, using
hydroacoustic surveys (side-scan,
DIDSON) and gill nets. The permit
holder is now requesting authorization
to modify both permits to allow use of
artificial substrates for characterizing
spawning activity in the Roanoke and/
or Cape Fear Rivers. Specifically, it is
proposed that artificial substrates be
used for collecting up to 50 shortnose
sturgeon and 50 Atlantic sturgeon early
life stages (ELS) per river annually.
Proposed sampling for ELS would be
conducted up to the first impassible
dam, i.e., river kilometer 221 in the
Roanoke River and river kilometer 300
in the Cape Fear River. The artificial
substrates for collecting sturgeon ELS
would be made from floor buffing pads,
approximately 2 feet in diameter, and
these would anchored to the river
bottom and marked with a buoy. The
pads would be monitored at least twice
per week during suspected spawning
runs of either species. The
modifications would be valid until the
respective permits expire on August 19,
2015 (File No. 14759), and April 5, 2017
(File No. 16375).

Dated: April 15, 2013.
P. Michael Payne,

Chief, Permits and Conservation Division,
Office of Protected Resources, National
Marine Fisheries Service.

[FR Doc. 2013—09142 Filed 4-17-13; 8:45 am]|
BILLING CODE 3510-22-P

CORPORATION FOR NATIONAL AND
COMMUNITY SERVICE

Information Collection; Submission for
OMB Review, Comment Request

AGENCY: Corporation for National and
Community Service.
ACTION: Notice.

SUMMARY: The Corporation for National
and Community Service (CNCS) has
submitted a modification to a currently
approved public information collection
request (ICR) entitled Senior Corps
Grant Application for review and
approval in accordance with the
Paperwork Reduction Act of 1995,
Public Law 104-13, (44 U.S.C. Chapter
35). Copies of this ICR, with applicable
supporting documentation, may be
obtained by calling the Corporation for
National and Community Service,
Wanda Carney, at (202) 606—6934 or
email to wearney@cns.gov. Individuals
who use a telecommunications device
for the deaf (TTY-TDD) may call 1-800—
833—3722 between 8:00 a.m. and 8:00
p.m. Eastern Time, Monday through
Friday.

ADDRESSES: Comments may be
submitted, identified by the title of the
information collection activity, to the
Office of Information and Regulatory
Affairs, Attn: Ms. Sharon Mar, OMB
Desk Officer for the Corporation for
National and Community Service, by
any of the following two methods
within 30 days from the date of
publication in the Federal Register:

(1) By fax to: (202) 395-6974,
Attention: Ms. Sharon Mar, OMB Desk
Officer for the Corporation for National
and Community Service; and

(2) Electronically by email to:
smar@omb.eop.gov.

SUPPLEMENTARY INFORMATION: The OMB
is particularly interested in comments
which:

¢ Evaluate whether the proposed
collection of information is necessary
for the proper performance of the
functions of CNCS, including whether
the information will have practical
utility;

e Evaluate the accuracy of the
agency’s estimate of the burden of the
proposed collection of information,
including the validity of the
methodology and assumptions used;


https://apps.nmfs.noaa.gov
https://apps.nmfs.noaa.gov
mailto:NMFS.Pr1Comments@noaa.gov
mailto:wcarney@cns.gov
mailto:smar@omb.eop.gov
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¢ Propose ways to enhance the
quality, utility, and clarity of the
information to be collected; and

e Propose ways to minimize the
burden of the collection of information
on those who are to respond, including
through the use of appropriate
automated, electronic, mechanical, or
other technological collection
techniques or other forms of information
technology, e.g., permitting electronic
submissions of responses.

Comments

The 60-day Notice soliciting
comments was published on December
10, 2012 on page 73454. Five public
comments were received. All comments
received supported all changes that
would streamline language, remove
redundant text, and simplify and
reorder narrative questions to be clearer
for applicants to address.

Description: CNCS is seeking approval
of the Senior Corps Grant Application,
as revised. The Grant Application is
used by RSVP, Foster Grandparent and
Senior Companion Program grantees,
and for potential applicants. The Senior
Corps Grant Application is currently
approved through September 30, 2015.

Type of Review: Revision of a
currently approved collection.

Agency: Corporation for National and
Community Service.

Title: National Senior Corps Grant
Application.

OMB Number: 3045—0035.

Agency Number: None.

Affected Public: Current and potential
grantees of the RSVP, Foster
Grandparent, and Senior Companion
programs.

Total Respondents: 1,519.

Frequency: Annual.

Average Time Per Response: 5 hours.

Estimated Total Burden Hours: 7,595.

Total Burden Cost (capital/startup):
None.

Total Burden Cost (operating/
maintenance): None.

Dated: April 15, 2013.

Erwin J. Tan,

Director, Senior Corps.

[FR Doc. 2013-09136 Filed 4-17-13; 8:45 am]
BILLING CODE 6050-28-P

DEPARTMENT OF DEFENSE
Office of the Secretary
[Transmittal Nos. 13-10]

36(b)(1) Arms Sales Notification

AGENCY: Department of Defense, Defense
Security Cooperation Agency.

ACTION: Notice.

SUMMARY: The Department of Defense is
publishing the unclassified text of a
section 36(b)(1) arms sales notification.
This is published to fulfill the
requirements of section 155 of Public
Law 104—164 dated July 21, 1996.

FOR FURTHER INFORMATION CONTACT: Ms.
B. English, DSCA/DBO/CFM, (703) 601—
3740.

The following is a copy of a letter to
the Speaker of the House of
Representatives, Transmittals 13—-10
with attached transmittal, policy
justification, and Sensitivity of
Technology.

Dated: April 12, 2013.
Aaron Siegel,

Alternate OSD Federal Register Liaison
Officer, Department of Defense.
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DEFENSE SECURITY COOPERATION AGENCY

201 12TH STREET SOUTH, 8TE 203
ARLINGTON, VA 22202-5408

MAR 29 2013

The Honorable John A. Boehner

Speaker of the House

U.S. House of Representatives
Washington, DC 20515

Dear Mr. Speaker:

Pursuant to the reporting requirements of Section 36(b)(1) of the Arms Export Control Act,

as amended, we are forwarding herewith Transmittal No. 13-10, concerning the Department of

the Air Force’s proposed Letter(s) of Offer and Acceptance to the Republic of Korea for defense

articles and services estimated to cost $10.8 billion. After this letter is delivered to your office,

we plan to issue a press statement to notify the public of this proposed sale.

Enclosures:
1. Transmittal

Sincerely

{Dcbbeem §- méfi
William E. Landay II

Vice Admiral, USN
Director

2. Policy Justification
3. Sensitivity of Technology

Transmittal No. 13—10

Notice of Proposed Issuance of Letter

of Offer
Pursuant to Section 36(b)(1)
of the Arms Export Control Act, as
amended

(i) Prospective Purchaser: Republic of

Korea

(ii) Total Estimated Value:

Major Defense
Equipment*.

Other ..

$8.1 billion

$2.7 billion

$10.8 billion

&

(iii) Description and Quantity or
Quantities of Articles or Services under
Consideration for Purchase: (60) F-35
Joint Strike Fighter Conventional Take
Off and 