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NATIONAL FOUNDATION ON THE
ARTS AND THE HUMANITIES

Institute of Museum and Library
Services

2 CFR Part 3187
45 CFR Parts 1180 and 1183

RIN 3137-AA24

Uniform Administrative Requirements,
Cost Principles, and Audit
Requirements for Federal Awards

AGENCY: Institute of Museum and
Library Services (IMLS), NFAH.

ACTION: Final rule.

SUMMARY: The Institute of Museum and
Library Services (“IMLS”) finalizes its
portion of the uniform federal assistance
rule published by the Office of
Management and Budget.

DATES: This rule is effective on
September 21, 2015.

FOR FURTHER INFORMATION CONTACT:
Calvin D. Trowbridge III, Deputy
General Counsel, Institute of Museum
and Library Services, 1800 M Street
NW., 9th Floor, Washington, DC 20036.
Email: ctrowbridge@imls.gov.
Telephone: (202) 653—4675. Facsimile:
(202) 653-4610.

SUPPLEMENTARY INFORMATION: On
December 19, 2014, the Office of
Management and Budget published an
interim final rule that provided
comprehensive modifications to the
principles and requirements for federal
awards. 79 FR 75871. The uniform rules
were published as 2 CFR part 200. As
part of that rulemaking, IMLS adopted
part 200, along with an agency-specific
addendum in a new part 3187.

IMLS received no relevant comments
in response to the rule. Therefore, 2 CFR
part 3187, as described in the interim
final rule, is adopted with no changes.

Regulatory Findings

For the regulatory findings regarding
this rulemaking, please refer to the
analysis prepared by OIRA in the
interim final rule, which is incorporated
herein. 79 FR at 75876.
m Accordingly, the interim rule adding
2 CFR part 3187 and amending 45 CFR
parts 1180 and 1183, which was
published at 79 FR 75871 on December
19, 2014, is adopted as a final rule
without change.

Signed: September 14, 2015.
Andrew Christopher,
Associate General Counsel.
[FR Doc. 2015-23407 Filed 9-18-15; 8:45 am]
BILLING CODE 7036-01-P

OFFICE OF GOVERNMENT ETHICS

5 CFR Part 2641
RIN 3209-AA14
Post-Employment Conflict of Interest

Restrictions; Revision of Departmental
Component Designations

AGENCY: Office of Government Ethics.
ACTION: Final rule.

SUMMARY: The U.S. Office of
Government Ethics (OGE) is issuing this
rule to revoke the designation, for
purposes of the one-year post-
employment conflict of interest
restriction in the United States Code, of
an agency departmental component that
was abolished.

DATES: Effective December 21, 2015.
FOR FURTHER INFORMATION CONTACT:
Kimberly L. Sikora Panza, Assistant
Counsel, General Counsel and Legal
Policy Division, Office of Government
Ethics, Telephone: 202-482-9300; TTY:
800-877-8339; FAX: 202—482-9237.
SUPPLEMENTARY INFORMATION:

A. Substantive Discussion: Revocation
of Departmental Component

The Director of OGE (Director) is
authorized by 18 U.S.C. 207(h) to
designate distinct and separate
departmental or agency components in
the executive branch for purposes of 18
U.S.C. 207(c). The representational bar
of 18 U.S.C. 207(c) usually extends to
the whole of any department or agency
in which a former senior employee
served in any capacity during the year
prior to termination from a senior

employee position. However, 18 U.S.C.
207(h) provides that whenever the
Director determines that an agency or
bureau within a department or agency
in the executive branch exercises
functions which are distinct and
separate from the remaining functions of
the department or agency and there
exists no potential for use of undue
influence or unfair advantage based on
past Government service, the Director
shall by rule designate such agency or
bureau as a separate component of that
department or agency. As a result, a
former senior employee who served in
a ““parent” department or agency is not
barred by 18 U.S.C. 207(c) from making
communications to or appearances
before any employees of any designated
component of that parent, but is barred
as to employees of that parent or of
other components that have not been
separately designated. Moreover, a
former senior employee who served in
a designated component of a parent
department or agency is barred from
communicating to or making an
appearance before any employee of that
component, but is not barred as to any
employee of the parent, of another
designated component, or of any other
agency or bureau of the parent that has
not been designated.

Under 18 U.S.C. 207(h)(2), component
designations do not apply to persons
employed at a rate of pay specified in
or fixed according to subchapter II of 5
U.S.C. chapter 53 (the Executive
Schedule). Component designations are
listed in appendix B to 5 CFR part 2641.

The Director regularly reviews the
component designations and
determinations and, in consultation
with the department or agency
concerned, makes such additions and
deletions as are necessary. Specifically,
the Director ““shall, by rule, make or
revoke a component designation after
considering the recommendation of the
designated agency ethics official.”” 5
CFR 2641.302(e)(3). Before designating
an agency component as distinct and
separate for purposes of 18 U.S.C.
207(c), the Director must find that there
exists no potential for use of undue
influence or unfair advantage based on
past Government service, and that the
component is an agency or bureau,
within a parent agency, that exercises
functions which are distinct and
separate from the functions of the parent
agency and from the functions of other
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components of that parent. 5 CFR
2641.302(c)(1).

Pursuant to the procedures prescribed
in 5 CFR 2641.302(e), one department
forwarded a written request to OGE to
amend its listing in appendix B. After
carefully reviewing the requested
change in light of the criteria in 18
U.S.C. 207(h) as implemented in 5 CFR
2641.302(c), the Director has
determined to grant this request and
amend appendix B to 5 CFR part 2641
as explained below.

The Department of the Interior (DOI)
has requested that OGE remove the
Minerals Management Service (MMS)
from its list of component designations.
Pursuant to DOI Secretarial Order No.
3299 dated May 19, 2010, the Secretary
of the Interior divided MMS into three
independent entities and MMS ceased
to exist, effective that same date.
Because MMS no longer exists, the
Director is granting the request of the
Department of the Interior and is
amending the Department of the Interior
listing in appendix B to part 2641 to
remove MMS from the component
designation list.

As indicated in 5 CFR 2641.302(f),
revocation is effective 90 days after the
effective date of the rule that revokes the
designation. Accordingly, the
component designation revocation made
in this rulemaking will take effect
December 21, 2015. Revocations are not
effective as to any individual
terminating senior service prior to the
expiration of the 90-day period.

B. Matters of Regulatory Procedure
Regulatory Flexibility Act

As Director of OGE, I certify under the
Regulatory Flexibility Act (5 U.S.C.
chapter 6) that this final rule will not
have a significant economic impact on
a substantial number of small entities
because it affects only Federal
departments and agencies and current
and former Federal employees.

Paperwork Reduction Act

The Paperwork Reduction Act (44
U.S.C. chapter 35) does not apply to this
final rule because it does not contain
information collection requirements that
require the approval of the Office of
Management and Budget.

Unfunded Mandates Reform Act

For purposes of the Unfunded
Mandates Reform Act of 1995 (2 U.S.C.
chapter 25, subchapter II), this final rule
will not significantly or uniquely affect
small governments and will not result in
increased expenditures by State, local
and tribal governments, in the aggregate,
or by the private sector, of $100 million

or more (as adjusted for inflation) in any
one year.

Congressional Review Act

OGE has determined that this
rulemaking involves a non-major rule
under the Congressional Review Act (5
U.S.C. chapter 8) and will submit a
report thereon to the U.S. Senate, House
of Representatives and Government
Accountability Office in accordance
with that law at the same time this
rulemaking document is sent to the
Office of the Federal Register for
publication in the Federal Register.

Regulatory Planning and Review
(Executive Orders 12866 & 13563)

In promulgating this final rule, OGE
has adhered to the regulatory
philosophy and the applicable
principles of regulation set forth in
Executive Orders 12866 and 13563. This
rule has not been reviewed by the Office
of Management and Budget because it
deals with agency organization,
management, and personnel matters and
is not “‘significant” for purposes of
Executive Order 12866.

Executive Order 12988

As Director of OGE, I have reviewed
this final rule in light of section 3 of
Executive Order 12988, Civil Justice
Reform, and certify that it meets the
applicable standards provided therein.

List of Subjects in 5 CFR Part 2641

Conflict of interests, Government
employees.

Approved: September 14, 2015.
Walter M. Shaub, Jr.,
Director, Office of Government Ethics.

Accordingly, for the reasons set forth
in the preamble, OGE is amending 5
CFR part 2641 as follows:

PART 2641—POST-EMPLOYMENT
CONFLICT OF INTEREST
RESTRICTIONS

m 1. The authority citation for part 2641
continues to read as follows:

Authority: 5 U.S.C. app. (Ethics in
Government Act of 1978); 18 U.S.C. 207; E.O.
12674, 54 FR 15159, 3 CFR, 1989 Comp., p.
215, as modified by E.O. 12731, 55 FR 42547,
3 CFR, 1990 Comp., p. 306.

Appendix B to Part 2641 [Amended]

m 2. Appendix B to part 2641 is
amended by removing the Minerals
Management Service from the listing for
the Department of the Interior.

[FR Doc. 2015-23560 Filed 9-18-15; 8:45 am|
BILLING CODE 6345-03-P

DEPARTMENT OF ENERGY

10 CFR Part 431

[Docket Number EERE-2012-BT-STD-
0029]

RIN 1904-AC82

Energy Conservation Program: Energy
Conservation Standards for Packaged
Terminal Air Conditioners and
Packaged Terminal Heat Pumps;
Correction

AGENCY: Office of Energy Efficiency and
Renewable Energy, Department of
Energy.

ACTION: Final rule; correction.

SUMMARY: On July 21, 2015, the U.S.
Department of Energy published a final
rule amending energy conservation
standards for packaged terminal air
conditioners and packaged terminal
heat pumps. 80 FR 43162. This
correction addresses a table labeling
error in that final rule.

DATES: Effective Date: September 21,
2015.

FOR FURTHER INFORMATION CONTACT: Mr.
John Cymbalsky, U.S. Department of
Energy, Office of Energy Efficiency and
Renewable Energy, Building
Technologies Office, Mailstop EE-5B,
1000 Independence Avenue SW.,
Washington, DC 20585-0121.
Telephone: (202) 586—0371. Email:
pachaged terminal equipement@
ee.doe.gov.

Jennifer Tiedeman, U.S. Department
of Energy, Office of the General Counsel,
GC-33, 1000 Independence Avenue
SW., Washington, DC 20585—0121.
Telephone: (202) 287—-6111. Email:
Jennifer.Tiedeman@hq.doe.gov.
SUPPLEMENTARY INFORMATION: The U.S.
Department of Energy (DOE) published
a final rule in the Federal Register on
July 21, 2015 (“‘the July 2015 final rule”)
amending energy conservation
standards for packaged terminal air
conditioners and packaged terminal
heat pumps 80 FR 43162. This
correction addresses a table labeling
error in the regulatory text of the July
2015 final rule. The instruction
amending 10 CFR 431.97 in that rule
revised paragraph (c) and incorrectly
referenced the tables within as tables 4
and 5. This instruction put the table
numbers in conflict with a previous
amendment of July 17, 2015, which
incorporated table 4 into paragraph (b).
80 FR 42614. The substance of the tables
is correct, however, and is to be
retained. In order to remedy this error,
DOE is issuing a final rule correction to
eliminate any table number conflicts, as
set forth below.
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This rule corrects in 10 CFR 431.97,
paragraph (c) all references to Table 4
and Table 5 to read as Table 5 and Table
6, respectively. The effective date for
this rule is September 21, 2015.

Correction

In FR Doc. 2015-16897, published in
the issue of Tuesday, July 21, 2015 (80
FR 43162), on page 43212, in the second
column, amendatory instruction 2 is
corrected to read as follows:

m 2. Amend §431.97 by revising
paragraph (c) to read as follows:

§431.97 Energy efficiency standards and
their compliance dates.
* * * * *

(c) Each non-standard size packaged
terminal air conditioner (PTAC) and
packaged terminal heat pump (PTHP)
manufactured on or after October 7,
2010 must meet the applicable
minimum energy efficiency standard
level(s) set forth in Table 5 of this
section. Each standard size PTAC
manufactured on or after October 8,
2012, and before January 1, 2017 must
meet the applicable minimum energy

efficiency standard level(s) set forth in
Table 5 of this section. Each standard
size PTHP manufactured on or after
October 8, 2012 must meet the
applicable minimum energy efficiency
standard level(s) set forth in Table 5 of
this section. Each standard size PTAC
manufactured on or after January 1,
2017 must meet the applicable
minimum energy efficiency standard
level(s) set forth in Table 6 of this
section.

TABLE 5 TO §431.97—MINIMUM EFFICIENCY STANDARDS FOR PTAC AND PTHP

Compliance date: products

Equt;/%rgent Category Cooling capacity Efficiency level manufactured on and after

PTAC ............. Standard Size ............ <7,000 Btu/h ...ocoveiiiiiiiieeee EER = 11.7 i October 8, 2012.2
>7,000 Btu/h and <15,000 Btu/h .... | EER = 13.8—(0.3 x Cap ') QOctober 8, 2012.2
>15,000 Btu/h ..ooeveerieeene EER =93 . October 8, 2012.2

Non-Standard Size .... | <7,000 Btu/h .......ccocoeeeieiieiieecnns EER =94 ..., QOctober 7, 2010.

>7,000 Btu/h and <15,000 Btu/h .... | EER = 10.9—-(0.213 x Cap ) ........ October 7, 2010.

>15,000 Btu/h ....oooeeiieeeieeeie, EER = 7.7 e October 7, 2010.

PTHP ............. Standard Size ............ <7,000 Btu/h ...ocvveiiiiiiiieeee EER =119 .. October 8, 2012.

COP =33

Non-Standard Size ....

>7,000 Btu/h and <15,000 Btu/h ...
>15,000 Btuh ..o
<7,000 Btu/h ..o
>7,000 Btu/h and <15,000 Btu/h ...

>15,000 Btuh ..o

COP =29

COP =27

COP =25

EER = 14.0— (0.3 X Cap ") v,
COP =3.7—(0.052 x Cap 1)
EER=95 ..

EER =9.3 .
EER = 10.8—(0.213 x Cap ") .......
COP =2.9-(0.026 x Cap 1)

EER=7.6 ........

October 8, 2012.
October 8, 2012.
October 7, 2010.
October 7, 2010.

October 7, 2010.

1“Cap” means cooling capacity in thousand Btu/h at 95 °F outdoor dry-bulb temperature.
2 And manufactured before January 1, 2017. See Table 6 of this section for updated efficiency standards that apply to this category of equip-
ment manufactured on and after January 1, 2017.

TABLE 6 TO §431.97—UPDATED MINIMUM EFFICIENCY STANDARDS FOR PTAC

Equioment Compliance date: products
a ty%e Category Cooling capacity Efficiency level manufactured on and after
PTAC ........... Standard Size ............ <7,000 Btu/h ..o EER =119 ..o, January 1, 2017.
>7,000 Btu/h and <15,000 Btu/h .... | EER = 14.0—(0.3 x Cap) ............ January 1, 2017.
>15,000 Btu/h ....oooiiiiiiieee EER =95 ., January 1, 2017.

1“Cap” means cooling capacity in thousand Btu/h at 95 °F outdoor dry-bulb temperature.

* * * * *

Issued in Washington, DC, on September
16, 2015.
Kathleen B. Hogan,
Deputy Assistant Secretary for Energy

Efficiency, Energy Efficiency and Renewable
Energy.

[FR Doc. 2015-23624 Filed 9-18—15; 8:45 am|
BILLING CODE 6450-01-P

BUREAU OF CONSUMER FINANCIAL
PROTECTION

12 CFR Part 1026

Truth in Lending (Regulation Z) Annual

Threshold Adjustments (CARD ACT,
HOEPA and ATR/QM)

AGENCY: Bureau of Consumer Financial

Protection.

ACTION: Final rule; official
interpretation.

SUMMARY: The Bureau of Consumer

Financial Protection (Bureau) is issuing

this final rule amending the regulatory

text and official interpretations for
Regulation Z, which implements the
Truth in Lending Act (TILA). The
Bureau is required to calculate annually
the dollar amounts for several
provisions in Regulation Z; this final
rule reviews the dollar amounts for
provisions implementing amendments
to TILA under the Credit Card
Accountability Responsibility and
Disclosure Act of 2009 (CARD Act), the
Home Ownership and Equity Protection
Act of 1994 (HOEPA), and the Dodd-
Frank Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act). These
amounts are adjusted, where
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appropriate, based on the annual
percentage change reflected in the
Consumer Price Index in effect on June
1, 2015. The minimum interest charge
disclosure thresholds will remain
unchanged in 2016.

DATES: This final rule is effective
January 1, 2016.

FOR FURTHER INFORMATION CONTACT:
James Wylie, Counsel, Office of
Regulations, Consumer Financial
Protection Bureau, 1700 G Street NW.,
Washington, DC 20552 at (202) 435—
7700.

SUPPLEMENTARY INFORMATION: The
Bureau is amending the regulatory text
and official interpretations for
Regulation Z, which implements TILA,
to update the dollar amounts of various
thresholds that are adjusted annually
based on the annual percentage change
in the Consumer Price Index. The
adjusted dollar amount for the penalty
fees safe harbor in 2016 is $27 for a first
late payment and $37 for each
subsequent violation within the
following six months. For HOEPA loans,
the adjusted total loan amount threshold
is $20,350, effective January 1, 2016.
The adjusted statutory fee trigger for
HOEPA loans is $1,017, effective
January 1, 2016. Effective January 1,
2016, for the purpose of a creditor’s
determination of a consumer’s ability to
repay a transaction secured by a
dwelling, a covered transaction is not a
qualified mortgage unless the
transaction’s total points and fees do not
exceed 3 percent of the total loan
amount for a loan greater than or equal
to $101,749; $3,052 for a loan amount
greater than or equal to $61,050 but less
than $101,749; 5 percent of the total
loan amount for a loan greater than or
equal to $20,350 but less than $61,050;
$1,017 for a loan amount greater than or
equal to $12,719 but less than $20,350;
and 8 percent of the total loan amount
for a loan amount less than $12,719.

I. Background
A. CARD Act Annual Adjustments

In 2010, the Board of Governors of the
Federal Reserve System (Board)
published amendments to Regulation Z
implementing the CARD Act, which
amended TILA. Pub. L. 111-24, 123
Stat. 1734 (2009). Pursuant to the CARD
Act, the Board’s Regulation Z
amendments established new
requirements with respect to open-end
consumer credit plans, including
requirements for the disclosure of
minimum interest charge amounts and
the establishment of a safe harbor
provision allowing card issuers to
impose penalty fees for violating

account terms without violating the
restrictions on penalty fees established
by the CARD Act. See 75 FR 7658, 7799
(Feb. 22, 2010) and 75 FR 37526, 37527
(June 29, 2010). The final rule issued by
the Board required that these thresholds
be calculated annually using the
Consumer Price Index as published by
the Bureau of Labor Statistics (BLS).?

Minimum Interest Charge Disclosure
Thresholds

Sections 1026.6(b)(2)(iii) and
1026.60(b)(3) of the Bureau’s Regulation
Z provide that the minimum interest
charge thresholds will be re-calculated
annually using the Consumer Price
Index for Urban Wage Earners and
Clerical Workers (CPI-W) that was in
effect on the preceding June 1. When the
cumulative change in the adjusted
minimum value derived from applying
the annual CPI-W level to the current
amounts in §§ 1026.6(b)(2)(iii) and
1026.60(b)(3) has decreased by a whole
dollar, the minimum interest charge
amounts set forth in the regulation will
be decreased by $1.00. This adjustment
is based on the CPI-W index in effect on
June 1, 2015, which was reported on
May 22, 2015. The BLS publishes
consumer-based indices monthly, but
does not report a CPI change on June 1;
adjustments are reported in the middle
of the month. The CPI-W is a subset of
the CPI-U index (based on all urban
consumers) and represents
approximately 28 percent of the U.S.
population. The adjustment reflects a
0.8 percent decrease in the CPI-W from
April 2014 to April 2015 and is rounded
to the nearest $1 increment. This
decrease in the CPI-W when applied to
the current amounts in
§§1026.6(b)(2)(iii) and 1026.60(b)(3) did
not trigger a decrease in the minimum
interest charge threshold of at least
$1.00, and therefore the Bureau is not
amending §§ 1026.6(b)(2)(iii) and
1026.60(b)(3).

Penalty Fees Safe Harbor

The Bureau’s Regulation Z provides
that the safe harbor provision which
establishes the permissible fee
thresholds in § 1026.52(b)(1)(ii)(A) and
(B) will be re-calculated annually using

1The responsibility for promulgating rules under
TILA was generally transferred from the Board to
the Bureau effective July 21, 2011. The Bureau
restated Regulation Z on December 22, 2011, and
the Bureau’s Regulation Z is located at 12 CFR part
1026. 76 FR 79768 (Dec. 22, 2011). See sections
1061 and 1100A of the Dodd-Frank Act, Public Law
111-203, 124 Stat. 1376 (2010). 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.

the CPI-W that was in effect on the
preceding June 1. The BLS publishes
consumer-based indices monthly, but
does not report a CPI change on June 1;
adjustments are reported in the middle
of the month. This adjustment is based
on the CPI-W index in effect on June 1,
2015, which was reported on May 22,
2015. The CPI-W is a subset of the CPI-
U index (based on all urban consumers)
and represents approximately 28
percent of the U.S. population. When
the cumulative change in the adjusted
minimum value derived from applying
the annual CPI-W level to the current
amounts in § 1026.52(b)(1)(ii)(A) and (B)
has risen by a whole dollar, those
amounts will be increased by $1.00.
Similarly, when the cumulative change
in the adjusted minimum value derived
from applying the annual CPI-W level
to the current amounts in
§1026.52(b)(1)(ii)(A) and (B) has
decreased by a whole dollar, those
amounts will be decreased by $1.00. See
comment 52(b)(1)(ii)-2. The adjustment
to the permissible fee thresholds being
adopted here reflects a 0.8 percent
decrease in the CPI-W from April 2014
to April 2015 and is rounded to the
nearest $1 increment.

B. HOEPA Annual Threshold
Adjustments

On January 10, 2013, the Bureau
issued a final rule pursuant to, inter
alia, section 1431 of the Dodd-Frank
Act, which revised the loan amount
threshold for HOEPA loans. 78 FR 6856
(Jan. 31, 2013) (2013 HOEPA Final
Rule). The 2013 HOEPA Final Rule
adjusted the dollar amount threshold
used in connection with calculating
whether a transaction meets the
percentage point thresholds in the
points and fees coverage test to $20,000.
Specifically, under § 1026.32(a)(1)(ii)(A)
and (B), when determining whether a
transaction is a high cost mortgage, the
determination of the applicable points
and fees coverage test is based upon
whether the total loan amount is for
more or less than $20,000. The HOEPA
2013 Final Rule provides that this
threshold amount be recalculated
annually and the Bureau uses the
Consumer Price Index for All Urban
Consumers (CPI-U) index, as published
by the BLS, as the index for adjusting
the $20,000 figure. The CPI-U is based
on all urban consumers and represents
approximately 88 percent of the U.S.
population. The BLS publishes
consumer-based indices monthly, but
does not report a CPI change on June 1;
adjustments are reported in the middle
of each month. The adjustment to the
CPI-U index reported by BLS on May
22, 2015, was the CPI-U index in effect
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on June 1, and reflects the percentage
change from April 2014 to April 2015.
The adjustment to the $20,000 figure
being adopted here reflects a 0.2 percent
decrease in the CPI-U index for this
period and is rounded to whole dollars
for ease of compliance.

Pursuant to section 1431 of the Dodd-
Frank Act and §1026.32(a)(1)(ii)(B) as
amended by the 2013 HOEPA Final
Rule, implementation of the 2013
HOEPA Final Rule also changed the
HOEPA fee trigger to $1,000. The
HOEPA 2013 Final Rule provides that
this threshold amount will be
recalculated annually and the Bureau
uses the CPI-U index, as published by
the BLS, as the index for adjusting the
$1,000 figure. The adjustment to the
CPI-U index reported by BLS on May
22, 2015, was the CPI-U index in effect
on June 1, and reflects the percentage
change from April 2014 to April 2015.
The adjustment to the $1,000 figure
being adopted here reflects a 0.2 percent
decrease in the CPI-U index for this
period and is rounded to whole dollars
for ease of compliance.

C. Ability To Repay and Qualified
Mortgages Annual Threshold
Adjustments

On January 10, 2013, the Bureau
issued a final rule pursuant to, inter
alia, sections 1411 and 1412 of the
Dodd-Frank Act, which implemented
laws requiring mortgage lenders to
consider a consumer’s ability to repay
home loans before extending them
credit. 78 FR 6407 (Jan. 31, 2013) (2013
ATR/QM Final Rule). The 2013 ATR/
QM Final Rule established the points
and fees limits that a loan must not
exceed in order to satisfy the
requirements for a qualified mortgage.
Specifically, a covered transaction is not
a qualified mortgage unless the
transaction’s points and fees do not
exceed 3 percent of the total loan
amount for a loan amount greater than
or equal to $100,000; $3,000 for a loan
amount greater than or equal to $60,000
but less than $100,000; 5 percent of the
total loan amount for loans greater than
or equal to $20,000 but less than
$60,000; $1,000 for a loan amount
greater than or equal to $12,500 but less
than $20,000; and 8 percent of the total
loan amount for loans less than $12,500.
The 2013 ATR/QM Final Rule provides
that the limits and loan amounts in
1026.43(e)(3)(i) be recalculated annually
for inflation and the Bureau uses the
Consumer Price Index for All Urban
Consumers (CPI-U) index, as published
by the BLS, as the index for adjusting
the figures. The CPI-U is based on all
urban consumers and represents
approximately 88 percent of the U.S.

population. The BLS publishes
consumer-based indices monthly, but
does not report a CPI change on June 1;
adjustments are reported in the middle
of each month. The adjustment to the
CPI-U index reported by BLS on May
22,2015, was the CPI-U index in effect
on June 1, and reflects the percentage
change from April 2014 to April 2015.
The adjustment to the figures being
adopted here reflects a 0.2 percent
decrease in the CPI-U index for this
period and is rounded to whole dollars
for ease of compliance.

II. Adjustment and Commentary
Revision

A. CARD Act Annual Adjustments

Minimum Interest Charge Disclosure
Thresholds—§§ 1026.6(b)(2)(iii) and
1026.60(b)(3)

The minimum interest charge
amounts for §§ 1026.6(b)(2)(iii) and
1026.60(b)(3) will remain unchanged for
the year 2016. Accordingly, the Bureau
is not amending these sections.

Penalty Fees Safe Harbor—
§1026.52(b)(1)(ii)(A) and (B)

Effective January 1, 2016, the
permissible fee threshold amounts are
$27 for §1026.52(b)(1)(ii)(A) and $37 for
§1026.52(b)(1)(i1)(B). The $27 amount
provided for in § 1026.52(b)(1)(ii)(A) did
not change based on the decrease in
CPI-W, but the amount provided for in
§1026.52(b)(1)(ii)(B) did decrease by
one dollar. Accordingly, the Bureau is
revising § 1026.52(b)(1)(ii)(B) to state
that the fee imposed for violating the
terms or other requirements of an
account shall not exceed $37. The
Bureau is also amending comment
52(b)(1)(ii)-2.i to preserve a list of the
historical thresholds for this provision.

B. HOEPA Annual Threshold
Adjustment—Comments 32(a)(1)(ii)-1
and -3

Effective January 1, 2016, for purposes
of determining the total loan amount
threshold that determines whether a
transaction is a high cost mortgage when
the points and fees are either 5 percent
or 8 percent 2 is $20,350. Comment
32(a)(1)(ii)-3, which lists the
adjustments for each year, is amended
to reflect the new dollar threshold
amount for 2016.

Effective January 1, 2016, for purposes
of determining whether a consumer
credit transaction that is secured by a
consumer’s principal dwelling and is
not otherwise exempt is covered by

20r $1,017, whichever is lesser. See the
adjustment of the amount below for additional
discussion.

§1026.32 (based on the total points and
fees payable by the consumer at
consummation), a loan is covered if the
points and fees exceed $1,017 or 8
percent of the total loan amount,
whichever is lower. Comment
32(a)(1)(ii)—1, which lists the
adjustments for each year, is amended
to reflect the new dollar threshold
amount for 2016.

C. Ability To Repay and Qualified
Mortgages Annual Threshold
Adjustments

Effective January 1, 2016, for purposes
of determining whether a covered
transaction is a qualified mortgage, a
covered transaction is not a qualified
mortgage unless the transaction’s total
points and fees do not exceed 3 percent
of the total loan amount for a loan
amount greater than or equal to
$101,749; $3,052 for a loan amount
greater than or equal to $61,050 but less
than $101,749; 5 percent of the total
loan amount for loans greater than or
equal to $20,350 but less than $61,050;
$1,017 for a loan amount greater than or
equal to $12,719 but less than $20,350,
and 8 percent of the total loan amount
for loans less than $12,719. Comment
43(e)(3)(ii)-1, which lists the
adjustments for each year, is amended
to reflect the new dollar threshold
amounts for 2016.

III. Procedural Requirements

A. Administrative Procedure Act

Under the Administrative Procedure
Act (APA), notice and opportunity for
public comment are not required if the
Bureau finds that notice and public
comment are impracticable,
unnecessary, or contrary to the public
interest. 5 U.S.C. 553(b)(B). Pursuant to
this final rule in Regulation Z,
§1026.52(b)(1)(ii)(B) in subpart E is
amended and comments 32(a)(1)(ii)-3.ii,
43(e)(3)(ii)-1.ii, 52(b)(1)(ii)-2.i.C in
supplement I are added to update the
exemption thresholds. The amendments
in this final rule are technical and non-
discretionary, and they merely apply the
method previously established in
Regulation Z for determining
adjustments to the thresholds. For these
reasons, the Bureau has determined that
publishing a notice of proposed
rulemaking and providing opportunity
for public comment are unnecessary.
Therefore, the amendments are adopted
in final form.

B. Regulatory Flexibility Act

Because no notice of proposed
rulemaking is required, the Regulatory
Flexibility Act does not require an
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initial or final regulatory flexibility
analysis. 5 U.S.C. 603(a), 604(a).

C. Paperwork Reduction Act

In accordance with the Paperwork
Reduction Act of 1995 (44 U.S.C. 3506;
5 CFR 1320), the Bureau reviewed this
final rule. No collections of information
pursuant to the Paperwork Reduction
Act are contained in the final rule.

List of Subjects in 12 CFR Part 1026

Advertising, Consumer protection,
Credit, Credit unions, Mortgages,
National banks, Reporting and
recordkeeping requirements, Savings
associations, Truth in lending.

Authority and Issuance

For the reasons set forth in the
preamble, the Bureau amends
Regulation Z, 12 CFR part 1026, 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, 3353, 5511, 5512, 5532,
5581; 15 U.S.C. 1601 et seq.

Subpart G—Special Rules Applicable
to Credit Card Accounts and Open End
Credit Offered to College Students

m 2. Section 1026.52(b)(1)(ii)(B) is
revised to read as follows:

§1026.52 Limitations on fees.

* * *

(B) $37 if the card issuer previously
imposed a fee pursuant to paragraph
(b)(1)(i1)(A) of this section for a violation
of the same type that occurred during
the same billing cycle or one of the next
six billing cycles; or

m 3. In Supplement I to part 1026—
Official Interpretations:

m A. Under subpart E, Under Section
1026.32—Requirements for Certain
Closed-End Home Mortgages, 32(a)
Coverage, Paragraph 32(a)(1)(ii),
paragraph 1.ii is added.

m B. Under subpart E, Under Section
1026.32—Requirements for Certain
Closed-End Home Mortgages, 32(a)
Coverage, Paragraph 32(a)(1)(ii),
paragraph 3.ii is added.

m C. Under subpart E, Under Section
1026.43—Minimum Standards for
Transactions Secured by a Dwelling,
43(e) Qualified Mortgages, Paragraph
43(e)(3)(ii), paragraph 1.ii is added.

m D. Under subpart G, Under Section
1026.52—Limitations on Fees, 52(b)
Limitations on Penalty Fees, 52(b)(1)(ii)
Safe Harbors, subheading i, paragraph
2.1.C is added.

The additions read as follows:

SUPPLEMENT I TO PART 1026—OFFICIAL
INTERPRETATIONS

* * * * *

Subpart E—Special Rules for Certain Home
Mortgage Transactions
* * * * *

Section 1026.32—Requirements for Certain
Closed-End Home Mortgages

32(a) Coverage.

Paragraph 32(a)(1)(ii).

1. * X %

ii. For 2016, $1,017, reflecting a .2 percent
decrease in the CPI-U from June 2014 to June
2015, rounded to the nearest whole dollar.

* * * * *

3. * X %

ii. For 2016, $20,350, reflecting a .2 percent
decrease in the CPI-U from June 2014 to June
2015, rounded to the nearest whole dollar.

* * * * *

Section 1026.43—Minimum Standards for

Transactions Secured by a Dwelling

* * * * *

43(e)(3) Limits on Points and Fees for
Qualified Mortgages
* * * * *

Paragraph 43(e)(3)(ii)

1. * k%

ii. For 2016, reflecting a .2 percent decrease
in the CPI-U that was reported on the
preceding June 1, a covered transaction is not
a qualified mortgage unless the transactions
total points and fees do not exceed;

A. For a loan amount greater than or equal
to $101,749: 3 percent of the total loan
amount;

B. For a loan amount greater than or equal
to $61,050 but less than $101,749: $3,052;

C. For a loan amount greater than or equal
to $20,350 but less than $61,050: 5 percent
of the total loan amount;

D. For a loan amount greater than or equal
to $12,719 but less than $20,350; $1,017;

E. For a loan amount less than $12,719: 8
percent of the total loan amount.

* * * * *

Subpart G—Special Rules Applicable to
Credit Card Accounts and Open-End Credit
Offered to College Students

Section 1026.52—Limitations on Fees

* * * * *
52(b)(1)(ii) Safe harbors
* * * * *

2' * k%
i' * k* %

C. Card issuers were permitted to impose
a fee for violating the terms of an agreement
if the fee did not exceed $27 under
§1026.52(b)(1)(ii)(A) and $38 under
§1026.52(b)(1)(ii)(B), through December 31,
2015.

* * * * *

Dated: August 17, 2015.
Richard Cordray,

Director, Bureau of Consumer Financial
Protection.

[FR Doc. 2015-22987 Filed 9-18-15; 8:45 am|
BILLING CODE 4810-AM-P

DEPARTMENT OF COMMERCE

Bureau of Industry and Security

15 CFR Parts 740, 746, and 772
[Docket No. 150825774-5774—01]
RIN 0694-AG67

Enhancing Support for the Cuban
People

AGENCY: Bureau of Industry and
Security, Commerce.

ACTION: Final rule.

SUMMARY: This rule amends the Export
Administration Regulations (EAR) to
expand the scope of License Exception
Support for the Cuban People (SCP) to
facilitate engagement between the U.S.
and Cuban people; the free flow of
information to, from, and among the
Cuban people; and independent
economic activity generated by Cuba’s
private sector. It also makes temporary
sojourns of most vessels to Cuba eligible
for License Exception Aircraft, Vessels
and Spacecraft (AVS). Additionally, this
rule creates a case-by-case review policy
of license applications to export and
reexport to Cuba items to ensure the
safety of civil aviation and safe
operation of commercial passenger
aircraft. Finally, it amends the deemed
export and deemed reexport license
requirements for releases of technology
and source code to Cuban nationals;
removes certain unintended restrictions
on exports and reexports under License
Exception SCP and License Exception
Consumer Communications Devices
(CCD); and makes certain technical
corrections to License Exception
Agricultural Commodities (AGR).

DATES: This rule is effective September
21, 2015.

FOR FURTHER INFORMATION CONTACT:
Foreign Policy Division, Office of
Nonproliferation and Treaty
Compliance, Bureau of Industry and
Security, Phone: (202) 482—4252.

SUPPLEMENTARY INFORMATION:
Background

The United States maintains a
comprehensive embargo on trade with
Cuba. Pursuant to that embargo, all
items that are subject to the Export
Administration Regulations (EAR)
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require a license for export or reexport
to Cuba unless authorized by a license
exception. The Bureau of Industry and
Security (BIS) administers export and
reexport restrictions on Cuba consistent
with U.S. policy and relevant law.
Accordingly, BIS may issue specific or
general authorizations in the form of
licenses or license exceptions for
transactions that support the goals of
United States policy while the embargo
remains in effect.

On December 17, 2014, the President
announced that the United States is
taking steps to chart a new course in
bilateral relations with Cuba and to
further engage and empower the Cuban
people. The President explained that
these steps build upon actions taken
since 2009 that have been aimed at
supporting the ability of the Cuban
people to gain greater control over their
own lives and determine their country’s
future. On January 16, 2015, the
Commerce and Treasury Departments
took coordinated actions to implement
certain elements of this policy,
including changes to licensing policy
and license exceptions in the EAR that
are consistent with U.S. support for the
Cuban people (see 80 FR 2286 and 80
FR 2291). Additionally, BIS published a
rule implementing the May 29, 2015
rescission of Cuba’s State Sponsor of
Terrorism designation on July 22, 2015
(see 80 FR 43314).

The Commerce and Treasury
Departments are taking additional
coordinated actions in support of the
President’s Cuba policy. This rule
amends the terms of existing license
exceptions that are available for Cuba,
increases the number of license
exception provisions that are available
for Cuba, and creates a new licensing
policy in the EAR to further promote
private sector economic activity in
Cuba, facilitate travel to Cuba for
authorized purposes, and help ensure
safety in civil aviation and safe
operation of commercial passenger
aircraft. This rule also makes the
deemed export and deemed reexport
license requirements for Cuba consistent
with other sanctioned destinations.

Specific Changes Made by This Rule

Expansion of License Exception Support
for the Cuban People (SCP)

This rule revises § 740.21(b) and (d)(1)
of the EAR to remove a requirement that
items must be sold or donated when
exported or reexported to authorized
end-users in Cuba under License
Exception Support for the Cuban People
(SCP). Paragraph (b) authorizes certain
exports and reexports to improve living
conditions and support independent

economic activity in Cuba. Paragraph
(d)(1) authorizes certain exports and
reexports to improve the free flow of
information to, from, and among the
Cuban people. When License Exception
SCP was created in January 2015, BIS
included text regarding sales or
donations in paragraphs (b) and (d)(1) to
clarify that the provisions were not
limited to exports and reexports of
donated items. However, the
construction of the sentences addressing
sales or donations inadvertently
precluded other types of exports and
reexports intended to be covered under
the license exception, such as those
involving leased or loaned items.
Consequently, BIS is removing the
portions of paragraphs (b) and (d)(1) of
License Exception SCP that refer to sales
or donations of items to eliminate those
unintended restrictions.

This rule revises paragraph (c)(2) of
License Exception SCP to authorize
certain temporary reexports to Cuba.
Paragraph (c)(2) previously authorized
certain temporary exports of items to
Cuba from the United States for use in
scientific, archeological, cultural,
ecological, educational, historic
preservation, or sporting activities, or in
the traveler’s professional research. This
change authorizes travelers departing
the United States or a foreign country to
temporarily export or reexport
authorized items to Cuba for eligible
end-uses. Additionally, this rule adds
professional meetings to the list of
eligible end-uses in paragraph (c)(2).
This rule also introduces a requirement
that the items remain under the
traveler’s “‘effective control.” The
existing EAR definition of effective
control in § 772.1 applies to this use of
the term. Eligible items continue to be
limited to items subject to the EAR but
not specified in any Export Control
Classification Number (ECCN), i.e.,
EAR99) or controlled on the Commerce
Control List (CCL) only for anti-
terrorism reasons.

This rule adds a new paragraph (d)(4)
to License Exception SCP to authorize
exports and reexports of commodities
and software to individuals and private
sector entities in Cuba that will be used
to develop software that will improve
the free flow of information or that will
support the private sector activities
described in paragraph (b) of License
Exception SCP. The Cuban Government,
Cuban Communist Party and certain
officials thereof are designated as
ineligible end users for commodities
and software exported under paragraph
(d)(4). Existing text in paragraph (d)
limits the commodities and software
authorized for export or reexport under
this new paragraph (d)(4) to those that

are either EAR99 (i.e., items subject to
the EAR but not specified in any ECCN)
or controlled on the CCL for anti-
terrorism reasons only. For example, to
qualify for export or reexport under new
paragraph (d)(4), a general purpose
software development kit must be either
EAR99 or controlled in an ECCN where
the only reason for control that applies
to that kit is anti-terrorism and the kit’s
use in Cuba must be to develop software
that will improve the free flow of
communication and/or that will support
the private sector activities described in
paragraph (b) of License Exception SCP.

This rule adds a new paragraph (e) to
License Exception SCP. Paragraph (e)(1)
authorizes the export and reexport to
Cuba of certain items for use by United
States Persons (as defined in § 772.1 of
the EAR) to establish, maintain, or
operate a physical presence in Cuba.
Any resulting payments associated with
such a physical presence, such as lease
payments, are permitted only to the
extent authorized by §515.573 of the
Cuban Assets Control Regulations (31
CFR 515.573). To be eligible for the
exception under paragraph (e)(1), the
end-users must be (1) entities organizing
or conducting educational activities in
Cuba authorized by the Department of
the Treasury, Office of Foreign Assets
Control (OFAC) pursuant to 31 CFR
515.565(a); (2) entities providing mail or
parcel transmission services authorized
by OFAC pursuant to 31 CFR 515.542(a)
or providing cargo transportation
services in connection with trade
involving Cuba authorized by OFAC or
exempt from the prohibitions of 31 CFR
part 515 as specified in 31 CFR 515.206;
(3) religious organizations engaging in
religious activities in Cuba authorized
by OFAC pursuant to 31 CFR 515.566;
(4) persons engaged in transactions
authorized by OFAC pursuant to 31 CFR
515.559(b); (5) persons that export or
reexport items to Cuba that are exempt
from the prohibitions of 31 CFR part 515
as specified in 31 CFR 515.206; (6)
providers of travel services or carrier
services authorized by OFAC pursuant
to 31 CFR 515.572; or (7) persons that
export or reexport to Cuba pursuant to
a license issued by BIS or a license
exception authorized by § 746.2(a)(1) of
the EAR.

Items eligible for export and reexport
to Cuba pursuant to paragraph (e)(1) of
License Exception SCP are limited to
those designated as EAR99 (i.e., items
subject to the EAR but not specified in
any ECCN) or controlled on the CCL
only for anti-terrorism reasons.

Paragraph (e)(2) of License Exception
SCP authorizes the export and reexport
to Cuba of certain items for use by
certain additional eligible end-users to
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establish, maintain, and operate a
physical presence in Cuba. Any
resulting payments associated with such
a physical presence, such as lease
payments, are permitted only to the
extent authorized by § 515.573 of the
Cuban Assets Control Regulations (31
CFR 515.573). To be eligible for
paragraph (e)(2), the end-users must be
authorized by OFAC to provide
telecommunications services and
establish telecommunications facilities
pursuant to 31 CFR 515.542(b)—(e) or to
provide internet-based services
pursuant to 31 CFR 515.578, including
subsidiaries, branches, offices, joint
ventures, franchises, and agency or
other business relationships with any
entity or individual who is a national of
Cuba. The items authorized pursuant to
paragraph (e)(2) are limited to those
designated as EAR99 (i.e., items subject
to the EAR but not specified in any
ECCN) or controlled on the CCL only for
anti-terrorism reasons.

Paragraph (e)(3) of License Exception
SCP authorizes the export and reexport
to Cuba of certain items to be given
away for free as gifts for promotional
purposes, such as pens, notepads, hats,
and t-shirts. Items eligible for export or
reexport to Cuba pursuant to paragraph
(e)(3) are limited to those items of a type
normally given away for free as gifts for
promotional purposes that are
designated as EAR99.

BIS is creating paragraph (e) of
License Exception SCP to facilitate
engagement between the U.S. and
Cuban people; the free flow of
information to, from, and among the
Cuban people; and independent
economic activity in Cuba generated by
Cuba’s private sector.

This rule also creates new paragraph
(f) to License Exception SCP to
authorize certain temporary (not to
exceed one year) exports and reexports
to Cuba of EAR99 items and items
controlled on the CCL only for anti-
terrorism reasons. Paragraph (f)
authorizes exports and reexports of the
following:

e Commodities and software as tools
of trade for use by the exporters or
employees of the exporters to install,
service or repair items that are subject
to the EAR and that have been exported
or reexported to Cuba under a license or
license exception, or foreign-origin
items that are not subject to the EAR but
are owned and used exclusively by
individuals or private sector entities but
not the Cuban Government, the Cuban
Communist Party or certain officials
thereof in Cuba;

e Technology as tools of trade for use
by certain persons for the installation,
servicing or repair of items that are

subject to the EAR and that have been
exported or reexported to Cuba under a
license or license exception, or foreign-
origin items that are not subject to the
EAR but are owned and used
exclusively by individuals or private
sector entities but not the Cuban
Government, the Cuban Communist
Party or certain officials thereof in Cuba;

¢ Kits of replacement parts or
components for items that have been
exported or reexported to Cuba under a
license or license exception, or foreign-
origin items that are not subject to the
EAR but are owned and used
exclusively by individuals or private
sector entities but not the Cuban
Government, the Cuban Communist
Party or certain officials thereof in Cuba;

e Commodities and software for
exhibition or demonstration at trade
shows or to parties eligible to receive
items under License Exception SCP; and

¢ Containers that are necessary for
shipment of commodities being
exported or reexported to Cuba under a
license or license exception; BIS is
creating paragraph (f) of License
Exception SCP to help support
authorized travel and commerce.

Expansion of License Exception
Consumer Communications Devices
(CCD)

This rule revises § 740.19(a) of the
EAR to remove references to sales or
donations of eligible items authorized
under License Exception CCD. License
Exception CCD authorizes certain
exports and reexports to improve the
free flow of information to, from, and
among the Cuban and Sudanese people.
When License Exception CCD was
created in September 2009 to authorize
certain exports and reexports to Cuba,
the license exception included a
donation requirement. BIS revised
License Exception CCD in January 2015
to authorize sales, in addition to
donations, and to update the list of
eligible items. (Sudan was added as an
authorized destination in February
2015.) Instead of merely removing the
word ‘“‘donated” from paragraph (a) of
License Exception CCD, the January
2015 revision added the phrase “either
sold or” to that paragraph. That
phrasing inadvertently precluded other
types of exports and reexports intended
to be authorized by the license
exception, such as those involving
leased or loaned items. Consequently,
this rule removes phrase “either sold or
donated” from paragraph (a) to
eliminate that unintended restriction.

Availability of License Exception
Aircraft, Vessels and Spacecraft (AVS)

This rule revises § 746.2(a)(1)(x) of the
EAR to make paragraphs (b) and (d) of
License Exception AVS available for
Cuba. It also amends § 740.15(b) and (d)
of the EAR to add to License Exception
AVS paragraphs (b)(4) and (d)(6)
described below that apply only to
Cuba.

Paragraph (b) of License Exception
AVS authorizes certain exports and
reexports of equipment and spare parts
for permanent use on vessels and
aircraft departing the United States. The
paragraph also authorizes certain
exports of ship and plane stores for use
on board vessels and aircraft departing
the United States. Paragraph (d) of
License Exception AVS authorizes
certain exports and reexports of vessels
on temporary sojourn. Paragraph (a) of
License Exception AVS, which
authorizes certain exports and reexports
of aircraft on temporary sojourn, was,
prior to publication of this rule,
available for Cuba.

This rule adds a note to paragraph (a)
prohibiting an aircraft exported or
reexported to a country pursuant to that
paragraph from remaining in that
country for more than seven consecutive
days before it departs for a country to
which it may be exported without a
license or the United States.

This rule also adds new paragraph
(b)(4) to License Exception AVS to
specify that the commodities eligible for
export and reexport to Cuba pursuant to
paragraph (b) are limited to those
designated as EAR99 (i.e., items subject
to the EAR but not specified in any
ECCN) or controlled on the CCL only for
anti-terrorism reasons.

Additionally, this rule adds new
paragraph (d)(6) to License Exception
AVS. Paragraph (d)(6) provides that
only certain categories of vessels, when
engaged in specified activities are
eligible for the license exception when
destined for Cuba. The types of vessels
and activities eligible for temporary
sojourn to Cuba are as follows.

(1) Cargo vessels for hire for use in the
transportation of items.

(2) Passenger vessels for hire for use
in the transportation of passengers and/
or items. Vessels used to transport both
passengers and items to Cuba may
transport automobiles only if the export
or reexport of the automobiles has been
authorized by a separate license issued
by BIS (i.e., not authorized by license
exception). The export or reexport to
Cuba of personally owned vehicles is
not normally necessary to support
authorized travel. However, if the need
arises, the exporter or reexporter may
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submit a license application to BIS for
review pursuant to the licensing policy
in § 746.2 of the EAR.

(3) Recreational vessels destined for
Cuba that that are used in connection
with travel authorized by the
Department of the Treasury, Office of
Foreign Assets Control (OFAC).

Finally, this rule adds a note to
paragraph (d) prohibiting a vessel
exported or reexported to a country
pursuant to that paragraph from
remaining in that country for more than
14 consecutive days before it departs for
a country to which it may be exported
without a license or the United States.

BIS is making paragraphs (b) and (d)
of License Exception AVS available for
Cuba to help facilitate authorized travel
and commerce. For clarity, BIS is
adding notes to paragraphs (a) and (d)
specifying the amount of time an aircraft
or vessel exported or reexported to a
country pursuant to the paragraphs may
remain in that country. Previously, BIS
interpreted paragraph (a) to authorize
temporary sojourns consisting of only
one overnight stay while in-country (see
57 FR 30899, July 13, 1992). BIS
selected the time periods of seven days
for aircraft and 14 days for vessels based
on its experience in licensing aircraft
and vessels for temporary sojourn to
Cuba. The vast majority of such licenses
were for stays of seven days or less for
aircraft and 14 days or less for vessels.

New Licensing Policy for Civil Aviation
Safety

This rule amends the licensing policy
for Cuba in § 746.2 of the EAR to add
a policy of case-by-case review of
license applications for exports and
reexports of items to ensure safety in
civil aviation and safe operation of
commercial passenger aircraft. Items
that will be reviewed pursuant to this
policy include aircraft parts and
components related to safety of flight,
weather observation stations, airport
safety equipment, and commodities
used for security screening of
passengers. BIS is adding this licensing
policy to support international aviation
and passenger safety.

Scope of License Requirements for
Deemed Exports and Reexports

This rule amends the license
requirements for Cuba in § 746.2 of the
EAR to specify that a license is required
for the release of technology or source
code on the CCL to Cuban nationals in
the United States or a third country, but
not for the deemed export or deemed
reexport of technology or source code
designated as EAR99. As described in
§ 734.2(b), any release of technology or
source code subject to the EAR is

deemed to be an export to the home
country or countries of the foreign
national unless the foreign national is
lawfully admitted for permanent
residence in the United States or unless
the foreign national is a protected
individual under the Immigration and
Nationality Act (8 U.S.C. 1324b(a)(3)).
Additionally, any release of technology
or source code subject to the EAR to a
foreign national of another country is
deemed to be a reexport to the home
country or countries of the foreign
national unless the foreign national is
lawfully admitted for permanent
residence. Prior to this amendment, a
license was required for the deemed
export or deemed reexport of any
technology or source code subject to the
EAR to a Cuban national. BIS is making
this change for consistency with the
current deemed export and deemed
reexport license requirements for other
sanctioned destinations.

Technical Corrections to License
Exception Agricultural Commodities
(AGR)

On July 22, 2015, BIS published a rule
implementing the rescission of Cuba’s
State Sponsor of Terrorism designation
(80 FR 43314). Among other
amendments, that rule removed Cuba
from Country Group E:1 in Supplement
No. 1 to part 740 of the EAR, which
changed the general de minimis level for
Cuba from 10 to 25 percent. Although
the rule made certain technical and
conforming changes to the EAR, BIS
overlooked references to the former 10
percent de minimis level in paragraph
(b)(3) of License Exception Agricultural
Commodities (AGR) in § 740.18 of the
EAR. Consequently, this rule corrects
the de minimis percentages referenced
in paragraph (b)(3) of License Exception
AGR.

Conforming Changes to Definition of
U.S. Person

Paragraph (a) of the definition of U.S.
Person in § 772.1 of the EAR identifies
the EAR provisions to which the
definition applies. This rule adds a
reference to § 740.21(e)(1) to paragraph
(a) of the definition. Paragraph (b) of the
definition identifies EAR provisions that
have definitions that are specific to
those provisions. This rule adds a
reference to § 740.21(f)(2) to paragraph
(b) of the definition. Both changes are to
make those paragraphs conform to
changes that this rule makes to § 740.21.

Export Administration Act

Although the Export Administration
Act expired on August 20, 2001, the
President, through Executive Order
13222 of August 17, 2001, 3 CFR, 2001

Comp., p. 783 (2002), as amended by
Executive Order 13637 of March 8,
2013, 78 FR 16129 (March 13, 2013),
and as extended by the Notice of August
7, 2015, 80 FR 48233 (August 11, 2015),
has continued the Export
Administration Regulations in effect
under the International Emergency
Economic Powers Act. BIS continues to
carry out the provisions of the Export
Administration Act, as appropriate and
to the extent permitted by law, pursuant
to Executive Order 13222 as amended
by Executive Order 13637.

Rulemaking Requirements

1. Executive Orders 13563 and 12866
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). Executive Order 13563
emphasizes the importance of
quantifying both costs and benefits, of
reducing costs, of harmonizing rules,
and of promoting flexibility. This rule
has been designated a “significant
regulatory action,” although not
economically significant, under section
3(f) of Executive Order 12866.
Accordingly, the rule has been reviewed
by the Office of Management and
Budget (OMB).

2. Notwithstanding any other
provision of law, no person is required
to respond to, nor shall any person be
subject to a penalty for failure to comply
with, a collection of information subject
to the requirements of the Paperwork
Reduction Act of 1995 (44 U.S.C. 3501
et seq.) (PRA), unless that collection of
information displays a currently valid
OMB control number. This rule involves
a collection of information approved
under OMB control number 0694—
0088—Simplified Network Application
Processing+ System (SNAP+) and the
Multipurpose Export License
Application, which are the methods for
submitting all license applications,
commodity classification requests and
similar requests to BIS. The estimated
annual total burden of all of those
submissions is 31,833 hours. BIS
believes that this rule will slightly
reduce that burden because additional
transactions will be eligible for export or
reexport to Cuba pursuant to license
exception, thereby reducing the number
of license applications submitted to BIS.
Send comments regarding this burden
estimate or any other aspect of this
collection of information, including
suggestions for reducing the burden, to
Jasmeet K. Seehra, Office of
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Management and Budget, by email at
jseehra@omb.eop.gov or by fax to (202)
395-7285 and to William Arvin at
william.arvin@bis.doc.gov.

3. This rule does not contain policies
with Federalism implications as that
term is defined under Executive Order
13132.

4. The provisions of the
Administrative Procedure Act (5 U.S.C.
553) requiring notice of proposed
rulemaking, the opportunity for public
participation, and a delay in effective
date, are inapplicable because this
regulation involves a military or foreign
affairs function of the United States (See
5 U.S.C. 553(a)(1)). This rule is a part of
a foreign policy initiative to change the
nature of the relationship between Cuba
and the United States announced by the
President on December 17, 2014. Delay
in implementing this rule to obtain
public comment would undermine the
foreign policy objectives that the rule is
intended to implement. Further, no
other law requires that a notice of
proposed rulemaking and an
opportunity for public comment be
given for this rule. Because a notice of
proposed rulemaking and an
opportunity for public comment are not
required to be given for this rule under
5 U.S.C. 553, or by any other law, the
requirements of the Regulatory
Flexibility Act (5 U.S.C. 601 et seq.) are
not applicable.

List of Subjects

15 CFR Part 740

Administrative practice and
procedure, Exports, Reporting and
recordkeeping requirements.

15 CFR Part 746

Exports, Reporting and recordkeeping
requirements.

15 CFR Part 772

Exports.

For the reasons set forth in the
preamble, the Export Administration
Regulations (15 CFR parts 730 through
774) are amended as follows:

PART 740—[AMENDED]

m 1. The authority citation for 15 CFR
part 740 continues to read as follows:

Authority: 50 U.S.C. app. 2401 et seq.; 50
U.S.C. 1701 et seq.; 22 U.S.C. 7201 et seq.;
E.O. 13026, 61 FR 58767, 3 CFR, 1996 Comp.,
p- 228; E.O. 13222, 66 FR 44025, 3 CFR, 2001
Comp., p. 783; Notice of August 7, 2015, 80
FR 48233 (August 11, 2015).

m 2. Section 740.15 is amended by
adding:

m a. A note to paragraph (a);

m b. Paragraphs (b)(4) and (d)(6); and
m c. A note to paragraph (d).

The additions read as follows:

§740.15 Aircraft, vessels and spacecraft
(AVS).
* * * * *

(a] * *x %

Note to paragraph (a). An aircraft exported
or reexported to a country pursuant to this
paragraph (a) may not remain in that country
for more than seven consecutive days before
it departs for a country to which it may be
exported without a license or the United
States.

(b) * * *

(4) Cuba. Only items designated as
EAR99 or controlled on the Commerce
Control List (CCL) (Supplement No. 1 to
part 774 of the EAR) only for anti-
terrorism reasons (i.e., anti-terrorism
must be the only reason for control that
applies to the item as set forth in the
Export Control Classification Number
(ECCN) that controls the item) are
eligible for export or reexport to Cuba
pursuant to this paragraph (b).

* * * * *

(d) * x %

(6) Cuba. Only the types of vessels
listed in this paragraph (d)(6) departing
for Cuba for the purposes listed in this
paragraph (d)(6) may depart for Cuba
pursuant to this paragraph (d). Vessels
used to transport both passengers and
items to Cuba may transport
automobiles only if the export or
reexport of the automobiles to Cuba
have been authorized by a separate
license issued by BIS (i.e., not
authorized by license exception).

(i) Cargo vessels for hire for use in the
transportation of items;

(ii) Passenger vessels for hire for use
in the transportation of passengers and/
or items; and

(iii) Recreational vessels that are used
in connection with travel authorized by
the Department of the Treasury, Office
of Foreign Assets Control (OFAC).

Note to paragraph (d). A vessel exported
or reexported to a country pursuant to this
paragraph (d) may not remain in that country
for more than 14 consecutive days before it
departs for a country to which it may be
exported without a license or the United
States.

* * * * *

§740.18—[Amended]

m 3. Section 740.18 is amended by
removing the number “10% " wherever
it appears in paragraph (b)(3) and
adding in its place the number “25%”.

§740.19—[Amended]

m 4. Section 740.19 is amended by
removing “, either sold or donated,”
from paragraph (a).

m 5. Section 740.21 is amended by:

m a. Removing the third sentence from
paragraph (b) introductory text;

m b. Revising paragraph (c)(2)
introductory text;

m c. Redesignating paragraph (c)(2)(iii)
and (iv) as paragraphs (c)(2)(iv) and (v),
respectively;

m d. Adding paragraph (c)(2)(iii);

m e. Removing “, either sold or
donated,” from paragraph (d)(1); and
m f. Adding paragraphs (d)(4), (e), and
®

The revision and additions read as
follows:

§740.21 Support for the Cuban People
(SCP).
* * * * *

(C) * *x %

(2) The temporary export or reexport
to Cuba of items by travelers to Cuba for
the travelers’ use in scientific,
archeological, cultural, ecological,
educational, historic preservation, or
sporting activities, or professional
meetings or research. The following

requirements apply:
* * * * *

(iii) The items must remain under the
traveler’s “‘effective control” while in
Cuba.

* * * * *

(d)* * *

(4) The export or reexport to Cuba of
commodities or software that will be
used by individuals or private sector
entities to develop software that will
improve the free flow of information or
that will support the private sector
activities described in paragraph (b) of
this section.

The following are ineligible end-
users:

(i) The Cuban Government or the
Cuban Communist Party and
organizations they administer or
control;

(ii) Ministers and vice-ministers;
members of the Council of State;
members of the Council of Ministers;
members and employees of the National
Assembly of People’s Power; members
of any provincial assembly; local sector
chiefs of the Committees for the Defense
of the Revolution; Director Generals and
sub-Director Generals and higher of all
Cuban ministries and state agencies;
employees of the Ministry of the Interior
(MININT); employees of the Ministry of
Defense (MINFAR); secretaries and first
secretaries of the Confederation of Labor
of Cuba (CTC) and its component
unions; chief editors, editors and deputy
editors of Cuban state-run media
organizations and programs, including
newspapers, television, and radio; or
members and employees of the Supreme
Court (Tribuno Supremo Nacional); and
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(iii) Members of the Politburo; the
Central Committee; Department Heads
of the Central Committee; employees of
the Central Committee; and the
secretaries and first secretaries of
provincial Party central committees.

(e) Facilitating engagement,
communications, and commerce. This
paragraph (e) authorizes the export or
reexport to Cuba of certain items
intended to facilitate engagement
between the U.S. and Cuban people; the
free flow of information to, from, and
among the Cuban people; and
independent economic activity in Cuba.
The export or reexport must be within
one or more of the following categories:

(1) The export or reexport to Cuba of
items for use by eligible end-users to
establish, maintain, or operate a
physical presence in Cuba. The items
authorized pursuant to this paragraph
(e)(1) are limited to those designated as
EAR99 (i.e., items subject to the EAR but
not specified in any ECCN) or controlled
on the CCL only for anti-terrorism
reasons. To be eligible, the end-users
must be “U.S. Persons,” as defined in
§772.1 of the EAR, and must fall within
one of the following categories:

(i) Entities organizing or conducting
educational activities in Cuba
authorized by the Department of the
Treasury, Office of Foreign Assets
Control (OFAC) pursuant to 31 CFR
515.565(a);

(ii) Entities providing mail or parcel
transmission services authorized by
OFAC pursuant to 31 CFR 515.542(a) or
providing cargo transportation services
in connection with trade involving Cuba
authorized by OFAC or exempt from the
prohibitions of 31 CFR part 515 as
specified in 31 CFR 515.206;

(iii) Religious organizations engaging
in religious activities in Cuba
authorized by OFAC pursuant to 31 CFR
515.566;

(iv) Persons engaged in transactions
authorized by OFAC pursuant to 31 CFR
515.559(b);

(v) Persons that export or reexport
items to Cuba that are exempt from the
prohibitions of 31 CFR part 515 as
specified in 31 CFR 515.206;

(vi) Providers of travel services or
carrier services authorized by OFAC
pursuant to 31 CFR 515.572; or

(vii) Persons that export or reexport to
Cuba pursuant to a license issued by BIS
or a license exception authorized by
§746.2(a)(1) of the EAR.

(2) The export or reexport to Cuba of
certain items for use by eligible end-
users to establish, maintain, or operate
a physical presence in Cuba. To be
eligible for this paragraph (e)(2), the
end-users must be authorized by OFAC
to provide telecommunications services

and establish telecommunications
facilities pursuant to 31 CFR 515.542(b)
through (e) or to provide internet-based
services pursuant to 31 CFR 515.578,
including subsidiaries, branches,
offices, joint ventures, franchises, and
agency or other business relationships
with any entity or individual who is a
national of Cuba. The items authorized
pursuant to this paragraph are limited to
those designated as EAR99 (i.e., items
subject to the EAR but not specified in
any ECCN) or controlled on the CCL
only for anti-terrorism reasons.

(3) The export or reexport to Cuba of
items to be given away for free as gifts
for promotional purposes. Items
authorized pursuant to this paragraph
(e)(3) are limited to those items of a type
normally given away for free as gifts for
promotional purposes that are
designated as EAR99 (i.e., items subject
to the EAR but not specified in any
ECCN).

Note to paragraph (e). Any resulting
payments associated with establishing
maintaining or operating a physical presence
in Cuba, such as lease payments, are
permitted only to the extent authorized by
§515.573 of the Cuban Assets Control
Regulations (31 CFR 515.573).

(f) Temporary exports and reexports
to Cuba. This paragraph (f) authorizes
the export or reexport to Cuba, for
periods not exceeding one year, of
certain items designated as EAR99 or
controlled only for anti-terrorism
reasons on the CCL (i.e., anti-terrorism
must be the only reason for control that
applies to the item as set forth in the
ECCN that controls the item). If any
other reason for control applies to the
item, it is not authorized for export or
reexport by this paragraph. This
paragraph does not authorize any
transaction if the exporter or reexporter
has “knowledge” that the item is
intended to remain in Cuba for more
than one year; if an order to acquire the
item, such as a purchase order, has been
received before shipment; or when the
item is for subsequent lease or rental.
The export or reexport must be within
one or more of the following categories.

(1) Tools of trade—commodities and
software. Commodities or software to be
used by the exporter or reexporter or its
employees for the installation, servicing
or repair of items that are subject to the
EAR and that have been exported or
reexported to Cuba under a license or
license exception, or foreign-origin
items that are not subject to the EAR
that are owned and used exclusively by
private sector entities in Cuba, may be
exported or reexported under this
paragraph (f). The commodities or
software must remain under the
“effective control” of the exporter or

reexporter or its employees. Examples of
security precautions to help prevent
unauthorized access include the
following:

(i) Use of secure connections, such as
Virtual Private Network connections,
when accessing IT networks for
activities that involve the transmission
and use of the software authorized
under this license exception;

(ii) Use of password systems on
electronic devices that store the
software authorized under this license
exception; and

(ii1) Use of personal firewalls on
electronic devices that store the
software authorized under this license
exception.

(2) Tools of trade—technology.
Technology to be used by a ‘U.S. person’
exporter or reexporter or its employees
who are traveling to or on temporary
assignment in Cuba for the installation,
servicing or repair of items that are
subject to the EAR and that have been
exported or reexported to Cuba under a
license or license exception, or foreign-
origin items that are not subject to the
EAR that are owned and used
exclusively by private sector entities in
Cuba, may be exported or reexported
under this paragraph (f). For purposes of
this paragraph (f)(2), a ‘U.S. person’ is:
an individual who is a citizen of the
United States, an individual who is
“lawfully admitted for permanent
residence” in the United States as
defined by 8 U.S.C. 1101(a)(20) or an
individual who is a protected individual
as defined by 8 U.S.C. 1324b(a)(3). ‘U.S.
person’ also means any juridical person
organized under the laws of the United
States, or any jurisdiction within the
United States (e.g., corporation,
business association, partnership,
society, trust, or any other entity,
organization or group that is authorized
to do business in the United States). If
the employee who will use the
technology is not a ‘U.S. person,’ the
release of that technology to that
employee must either not require a
license or be authorized by a license or
a license exception other than this
section before it may be exported or
reexported to that employee under this
paragraph. The exporter or reexporter
and the recipient of the technology must
take security precautions to protect
against unauthorized release of the
technology while the technology is
being shipped or transmitted and used
overseas. Examples of security
precautions to help prevent
unauthorized access include the
following:

(i) Use of secure connections, such as
Virtual Private Network connections,
when accessing IT networks for email
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and other business activities that
involve the transmission and use of the
technology authorized under this
license exception;

(ii) Use of password systems on
electronic devices that will store the
technology authorized under this
license exception; and

(iii) Use of personal firewalls on
electronic devices that will store the
technology authorized under this
license exception.

(3) Kits of replacement “parts” or
“components.” Kits consisting of
replacement ‘““parts” or ‘“‘components”
for items that have been exported or
reexported to Cuba under a license or
license exception, or foreign-origin
items that are not subject to the EAR
that are owned and used exclusively by
private sector entities in Cuba, may be
exported or reexported under this
paragraph (f)(3) provided:

(i) The kits remain under “effective
control” of the exporter or reexporter or
its employees; and

(ii) All parts and components in the
kit are returned, except that one-for-one
replacements may be made in
accordance with the requirements of
License Exception Servicing and
Replacement of Parts and Equipment
(RPL) and the defective parts and
components returned (see Parts,
Components, Accessories and
Attachments in § 740.10(a)).

(4) Exhibition and demonstration.
Commodities or software for exhibition
or demonstration at trade shows, or to
any entity that would be eligible to
receive the commodities or software
under paragraphs (a) through (e) of this
section, may be exported or reexported
under this paragraph

(f). The commodities or software must
remain under the “effective control” of
the exporter or reexporter or its private
sector agent, may not be exhibited or
demonstrated at any one location for
more than 30 days and may not be used
for more than the minimum extent
required for effective exhibition or
demonstration.

(5) Containers. Containers that would
require a license for export or reexport
to Cuba but that are necessary for
shipment of commodities being
exported to Cuba under a license or
license exception may be exported or
reexported to Cuba. However, this
paragraph (f) does not authorize the
export of the container’s contents,
which, if not exempt from licensing,
must be separately authorized for export
or reexport under either a license or a
license exception.

PART 746—[AMENDED]

m 6. The authority citation for 15 CFR
part 746 continues to read as follows:

Authority: 50 U.S.C. app. 2401 et seq.; 50
U.S.C. 1701 et seq.; 22 U.S.C. 287c; Sec 1503,
Pub. L. 108-11, 117 Stat. 559; 22 U.S.C. 6004;
22 U.S.C. 7201 et seq.; 22 U.S.C. 7210; E.O.
12854, 58 FR 36587, 3 CFR, 1993 Comp., p.
614; E.O. 12918, 59 FR 28205, 3 CFR, 1994
Comp., p. 899; E.O. 13222, 66 FR 44025, 3
CFR, 2001 Comp., p. 783; E.O. 13338, 69 FR
26751, 3 CFR, 2004 Comp., p 168;
Presidential Determination 2003-23 of May
7, 2003, 68 FR 26459, May 16, 2003;
Presidential Determination 2007—7 of
December 7, 2006, 72 FR 1899 (January 16,
2007); Notice of May 6, 2015, 80 FR 26815
(May 8, 2015); Notice of August 7, 2015, 80
FR 48233 (August 11, 2015).

m 7. Section 746.2 is amended by
revising paragraphs (a) introductory text
and (a)(1)(x) and adding paragraphs
(a)(2) and (b)(6) to read as follows:

§746.2 Cuba.

(a) License requirements. As
authorized by section 6 of the Export
Administration Act of 1979, as amended
(EAA) and by the Trading with the
Enemy Act of 1917, as amended, you
will need a license to export or reexport
all items subject to the EAR (see part
734 of the EAR for the scope of items
subject to the EAR) to Cuba, including
any release of technology or source code
subject to the EAR to a Cuban national,
except as follows:

(1) R

(x) Aircraft, vessels and spacecraft
(AVS) for certain aircraft on temporary
sojourn; equipment and spare parts for
permanent use on a vessel or aircraft,
and ship and plane stores; or vessels on
temporary sojourn (see § 740.15(a), (b),
and (d) of the EAR).

* * * * *

(2) Deemed exports and deemed
reexports. A license is not required to
release technology or source code
subject to the EAR but not on the
Commerce Control List (i.e., EAR99
technology or source code) to a Cuban
national in the United States or a third
country.

(b) * % %

(6) License applications for exports or
reexports of items to ensure safety in
civil aviation, including the safe
operation of commercial passenger
aircraft will be considered on a case-by-
case basis.

* * * * *

PART 772—[AMENDED]

m 8. The authority citation for 15 CFR
part 772 continues to read as follows:

Authority: 50 U.S.C. app. 2401 et seq.; 50
U.S.C. 1701 et seq.; E.O. 13222, 66 FR 44025,

3 CFR, 2001 Comp., p. 783; Notice of August
7, 2015, 80 FR 48233 (August 11, 2015).

m 9.In §772.1, the definition of “U.S.
Person” is amended by revising
paragraphs (a) introductory text and (b)
to read as follows.

§772.1 Definitions of terms as used in the
Export Administration Regulations (EAR).

* * * * *

U.S. Person. (a) For purposes of
§§740.21(e)(1), 744.6, 744.10, 744.11,
744.12, 744.13, and 744.14 of the EAR,
the term U.S. person includes:

(b) See also §§740.9, 740.14, and
740.21(f)(2) and parts 746 and 760 of the
EAR for definitions of ““U.S. person”
that are specific to those sections and

parts.
* * * * *

Dated: September 14, 2015.
Kevin J. Wolf,

Assistant Secretary for Export
Administration.

[FR Doc. 2015-23495 Filed 9-18—15; 8:45 am]
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26 CFR Part 1
[TD 9739]
RIN 1545-BF51; 1545-BM78

Reorganizations Under Section
368(a)(1)(F); Section 367(a) and Certain
Reorganizations Under Section
368(a)(1)(F)

AGENCY: Internal Revenue Service (IRS),
Treasury.

ACTION: Final regulations and removal of
temporary regulations.

SUMMARY: This document contains final
regulations that provide guidance
regarding the qualification of a
transaction as a corporate reorganization
under section 368(a)(1)(F) by virtue of
being a mere change of identity, form,

or place of organization of one
corporation (F reorganization). This
document also contains final regulations
relating to F reorganizations in which
the transferor corporation is a domestic
corporation and the acquiring
corporation is a foreign corporation (an
outbound F reorganization). These
regulations will affect corporations
engaging in transactions that could
qualify as F reorganizations (including
outbound F reorganizations) and their
shareholders.
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DATES: Effective date: These final
regulations are effective on September
21, 2015.

Applicability date: For dates of
applicability, see §§1.367(a)-1(g)(4) and
1.368-2(m)(5).

FOR FURTHER INFORMATION CONTACT:
Douglas C. Bates, (202) 317-6065 (not a
toll-free number).

SUPPLEMENTARY INFORMATION:
Background
1. Introduction

This Treasury decision contains final
regulations (the Final Regulations) that
amend 26 CFR part 1 under sections 367
and 368 of the Internal Revenue Code
(Code). These Final Regulations provide
guidance relating to the qualification of
transactions as F reorganizations and
the treatment of outbound F
reorganizations.

In general, upon the exchange of
property, gain or loss must be
recognized if the new property differs
materially, in kind or extent, from the
old property. See § 1.1001-1(a); § 1.368—
1(b). The purpose of the reorganization
provisions of the Code is to except from
the general rule of section 1001 certain
specifically described exchanges that
are required by business exigencies and
effect only a readjustment of continuing
interests in property under modified
corporate forms. See § 1.368—1(b). These
exchanges, described in sections 354,
356, and 361, must be made in
pursuance of a plan of reorganization.
See §1.368—1(c).

Section 368(a)(1) describes several
types of transactions that constitute
reorganizations. One of these, described
in section 368(a)(1)(F), is ‘“‘a mere
change in identity, form, or place of
organization of one corporation,
however effected”” (a Mere Change). One
court has described the F reorganization
as follows:

[The F reorganization] encompass|es] only
the simplest and least significant of corporate
changes. The (F)-type reorganization
presumes that the surviving corporation is
the same corporation as the predecessor in
every respect, except for minor or technical
differences. For instance, the (F)
reorganization typically has been understood
to comprehend only such insignificant
modifications as the reincorporation of the
same corporate business with the same assets
and the same stockholders surviving under a
new charter either in the same or in a
different State, the renewal of a corporate
charter having a limited life, or the
conversion of a U.S.-chartered savings and
loan association to a State-chartered
institution.

Berghash v. Commissioner, 43 T.C. 743,
752 (1965) (citation and footnotes

omitted), aff’d, 361 F.2d 257 (2d Cir.
1966).

Although the statutory description of
an F reorganization is short, and courts
have described F reorganizations as
simple, questions have arisen regarding
the requirements of F reorganizations. In
particular, when a corporation changes
its identity, form, or place of
incorporation, questions have arisen as
to what other changes (if any) may
occur, either before, during, or after the
Mere Change, without affecting the
status of the Mere Change (that is, what
other changes are compatible with the
Mere Change). These questions can
become more pronounced if the
transaction intended to qualify as an F
reorganization is composed of a series of
steps occurring over a period of days or
weeks. Moreover, changes in identity,
form, or place of organization are often
undertaken to facilitate other changes
that are difficult to effect in the
corporation’s current form or place of
organization.

2. Related Regulations

On January 16, 1990, the Treasury
Department and the IRS published
temporary regulations (TD 8280) in the
Federal Register (55 FR 1406) under
sections 367(a), (b), and (e). A notice of
proposed rulemaking (INTL-704-87)
cross-referencing these temporary
regulations was published the same day
under RIN 1545—AL35 in the Federal
Register (55 FR 1472) (1990 Proposed
Regulations). No public hearing was
requested or held. Prior to the
publication of the 1990 Proposed
Regulations, the Treasury Department
and the IRS had issued two notices and
a revenue ruling providing that, in an
outbound F reorganization, the
transferor corporation’s taxable year
closes, and clarifying that, in such F
reorganizations, there is an actual or
constructive transfer of assets and an
exchange of stock. See Notice 88—50,
1988—1 CB 535; Notice 87-29, 1987—1
CB 474; Rev. Rul. 87-27, 1987-1 CB
134. The 1990 Proposed Regulations, in
relevant part, proposed the rules
described in Notice 88-50, Notice 87—
29, and Rev. Rul. 87-27. No comments
were received on this aspect of the 1990
Proposed Regulations. While this aspect
of the 1990 Proposed Regulations has
not yet been finalized, final regulations
(TD 8834) regarding the primary subject
of the 1990 Proposed Regulations—
guidance under sections 367(e)(1) and
367(e)(2) regarding outbound
distributions under sections 355 and
332—have since been issued. See, for
example, TD 8834, 64 FR 43072 (Aug.
9, 1999). A new RIN (RIN 1545-BM?78,
REG-117141-15) has been issued under

which the portion of the 1990 Proposed
Regulations relating to outbound F
reorganizations will be finalized.

On August 12, 2004, the Treasury
Department and the IRS published a
notice of proposed rulemaking (REG—
106889—-04) (2004 Proposed
Regulations) in the Federal Register (69
FR 49836) regarding the requirements
for F reorganizations. The 2004
Proposed Regulations are discussed in
more detail in section 3. of this
Background section of this preamble. In
the preamble to the 2004 Proposed
Regulations, the Treasury Department
and the IRS requested comments from
the public. One written comment was
received with respect to the 2004
Proposed Regulations. No public
hearing was requested or held.

On February 25, 2005, the Treasury
Department and the IRS published final
regulations (TD 9182) (2005
Regulations) in the Federal Register (70
FR 9219) adopting a portion of the 2004
Proposed Regulations. The 2005
Regulations provide that the continuity
of interest and continuity of business
enterprise requirements applicable to
reorganizations in general do not apply
to reorganizations under section
368(a)(1)(E) or section 368(a)(1)(F). The
preamble to the 2005 Regulations stated
that the Treasury Department and the
IRS would continue to study the other
issues addressed in the 2004 Proposed
Regulations and would welcome further
comments from the public. One written
comment was received with regard to
the 2005 Regulations.

3. The 2004 Proposed Regulations

A corporation that continues to
inhabit its corporate shell can change in
many respects. Although these changes
may have federal income tax
consequences, they do not result in the
corporation being treated for federal
income tax purposes as a new
corporation or as transferring its assets.
Nor do these changes cause the
corporation’s taxable year to close.
Unlike a partnership that might
terminate for federal income tax
purposes upon the transfer of a given
percentage of the partnership interests,
a corporation that continues to inhabit
a single corporate shell continues to
exist for federal tax purposes,
independent of the identity of its
shareholders or the composition of its
assets.

The underlying premise of the 2004
Proposed Regulations was that, if a
corporate enterprise changes its
corporate shell while adhering to four
proposed requirements for a Mere
Change, the resulting corporation
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should be treated as the functional
equivalent of the transferor corporation.

A. Mere Change

As noted in section 1. of this
Background, questions have arisen as to
whether other changes are compatible
with a Mere Change. In addressing these
questions, the 2004 Proposed
Regulations embraced the principles
derived from the language of section
368(a)(1)(F), the historic practice of the
IRS and courts in applying that statutory
definition, and functional differences
between F reorganizations and other
types of reorganizations.

Like other types of reorganizations, an
F reorganization generally involves, in
form, two corporations, one (a
Transferor Corporation) that transfers
(or is deemed to transfer) assets to the
other (a Resulting Corporation).
However, the statute describes an F
reorganization as being with respect to
““one corporation” and provides for
treatment that differs from that accorded
other types of reorganizations in which
assets are transferred from one
corporation to another (Asset
Reorganizations). As noted in the
preamble to the 2004 Proposed
Regulations, “an F reorganization is
treated for most purposes of the Code as
if the reorganized corporation were the
same entity as the corporation in
existence before the reorganization.”
Thus, the tax treatment accorded an F
reorganization is more consistent with
that of a single continuing corporation
in that (1) the taxable year of the
Transferor Corporation does not close
and includes the operations of the
Resulting Corporation for the remainder
of the year, and (2) the Resulting
Corporation’s losses may be carried back
to taxable years of the Transferor
Corporation.

Because an F reorganization must
involve “one corporation,” and
continuation of the taxable year and loss
carrybacks from the Resulting
Corporation to the Transferor
Corporation are allowed, the statute
cannot accommodate transactions in
which the Resulting Corporation has
preexisting activities or tax attributes.
See H. Rep. Conf. Rep’t. 97-760, 97th
Cong., 2d Sess., at pp. 540—41 (1982).
Accordingly, the 2004 Proposed
Regulations did not allow for more than
de minimis activities or very limited
assets or tax attributes in the Resulting
Corporation from sources other than the
Transferor Corporation. This is one of
the principal distinctions between F
reorganizations and Asset
Reorganizations. The proposed rule was
consistent with the historical

interpretation of the statute in this
regard.

Similarly, the requirement that there
be “one corporation” means that the
status of the Resulting Corporation as
the successor to the Transferor
Corporation must be unambiguous.
Accordingly, and consistent with the
historical interpretation of the statute,
the 2004 Proposed Regulations required
that, for a transaction to qualify as a
Mere Change, the Transferor
Corporation be liquidated for tax
purposes.

In Helvering v. Southwest
Consolidated Corp., 315 U.S. 194 (1942),
the Supreme Court noted that “a
transaction which shifts the ownership
of the proprietary interest in a
corporation is hardly a ‘mere change in
identity, form, or place of incorporation’
within the meaning of [the F
reorganization provision].” The 2004
Proposed Regulations also adopted this
principle by providing that an F
reorganization could not be used as a
vehicle to introduce new owners into
the corporate enterprise.

Based on these principles, the 2004
Proposed Regulations would have
imposed four requirements for an F
reorganization, with limited exceptions.
First, all the stock of the Resulting
Corporation, including stock issued
before the transfer, would have had to
be issued in respect of stock of the
Transferor Corporation. Second, a
change in the ownership of the
corporation in the transaction would not
have been allowed, except a change that
had no effect other than that of a
redemption of less than all the shares of
the corporation. Third, the Transferor
Corporation would have had to
completely liquidate in the transaction.
Fourth, the Resulting Corporation
would not have been allowed to hold
any property or possess any tax
attributes (including those specified in
section 381(c)) immediately before the
transfer.

As discussed in the preamble to the
2004 Proposed Regulations, the first two
requirements reflected the Supreme
Court’s holding in Helvering v.
Southwest Consolidated Corp., supra,
that a transaction cannot be a Mere
Change if it shifts the ownership of the
proprietary interests in a corporation.
These requirements would have
prevented a transaction involving the
introduction of a new shareholder or
new equity capital into the corporation
from qualifying as an F reorganization.
Notwithstanding these requirements,
the first requirement would have
allowed the Resulting Corporation to
issue a nominal amount of stock not in
respect of stock of the Transferor

Corporation to facilitate the organization
of the Resulting Corporation.

Under the second requirement (no
change in ownership), redemptions of
less than all the shares of the
corporation would have been allowed.
The law was not completely clear as to
the effect of redemptions on the
qualification of a transaction as an F
reorganization. Some authorities
supported the proposition that changes
in ownership resulting from
redemptions were compatible with an F
reorganization. See Reef Corp. v. U.S.,
368 F.2d 125 (5th Cir. 1966) (holding
that a redemption of 48 percent of the
stock of a corporation that occurred
during a change in place of
incorporation did not cause the
transaction to fail to qualify as an F
reorganization, because the redemption
was functionally separate from the F
reorganization even if coincident in
time); § 1.301-1(1) (relating in part to the
treatment of a distribution with respect
to stock that is in substance separate
from a reincorporation); Rev. Rul. 66—
284, 1966-2 CB 115 (concluding that a
transaction could qualify as an F
reorganization even though there was
less than a one percent change in a
corporation’s shareholders as a result of
stock held by dissenting shareholders
being redeemed in the transaction); cf.
Casco Products Corp. v. Commissioner,
49 T.C. 32 (1967) (reaching a
comparable result without finding an F
reorganization where a nine percent
shareholder was redeemed in the
transaction).

The third requirement and the fourth
requirement implemented the statutory
requirement that an F reorganization
involve only one corporation. Although
the third requirement was that the
Transferor Corporation completely
liquidate in the transaction, a legal
dissolution was not required. This
accommodation allowed the value of the
Transferor Corporation’s charter to be
preserved. Further, the Proposed
Regulations would have allowed the
Transferor Corporation to retain a
nominal amount of assets to preserve its
legal existence.

The fourth requirement would have
precluded the Resulting Corporation
from holding any property or having
any tax attributes immediately before
the transfer. Nevertheless, the Proposed
Regulations would have allowed the
Resulting Corporation to hold or to have
held a nominal amount of assets to
facilitate its organization or preserve its
existence, and to have tax attributes
related to these assets. In addition, the
Proposed Regulations provided that the
fourth requirement would not be
violated if, before the transfer, the
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Resulting Corporation held the proceeds
of borrowings undertaken in connection
with the transaction.

B. Related Transactions

i. Series of Transactions Constituting a
Mere Change

The Treasury Department and the IRS
concluded that the words “however
effected” in the statutory definition of F
reorganization reflect a Congressional
intent to treat as an F reorganization a
series of transactions that together result
in a Mere Change. The 2004 Proposed
Regulations reflected this view by
providing that a series of related
transactions that together result in a
Mere Change may qualify as an F
reorganization. This view is consistent
with the IRS’s historical interpretation
of the statute.

ii. Mere Change Within in a Larger
Transaction

The Treasury Department and the IRS
also recognized that an F reorganization
may be a step in a larger transaction that
effects more than a Mere Change. For
example, in Situation 1 of Rev. Rul. 96—
29, 1996-1 CB 50, the IRS ruled that a
reincorporation qualified as an F
reorganization even though it was a step
in a transaction in which the
reincorporated entity issued common
stock in a public offering and redeemed
preferred stock having a value of 40
percent of the aggregate value of its
outstanding stock immediately prior to
the offering. In Situation 2 of the same
ruling, the IRS ruled that a
reincorporation of a corporation in
another state qualified as an F
reorganization even though it was a step
in a transaction in which the
reincorporated entity acquired the
business of another entity.

Consistent with Rev. Rul. 96-29, the
2004 Proposed Regulations provided
that events occurring before or after a
transaction or series of transactions that
otherwise constitutes a Mere Change
and related thereto would not cause the
Mere Change to fail to qualify as an F
reorganization (the Related Events
Rule). The 2004 Proposed Regulations
further provided that the qualification of
the Mere Change as an F reorganization
would not alter the treatment of the
other events.

The Related Events Rule would have
operated in tandem with the proposal,
which was made a final rule in the 2005
Regulations, that the continuity of
interest and continuity of business
enterprise requirements of § 1.368-1(d)
and (e) that are generally applicable to
reorganizations under section 368 do
not apply to F reorganizations. These

rules, together, would have focused the
F reorganization analysis on the discrete
step or series of steps (to use the words
of many observers, those steps occurring
“in a bubble”’) that may satisfy the four
requirements for a Mere Change, even if
these steps constitute part of a larger
series of steps. In other words, these
rules rejected the application of step
transaction principles to integrate all the
steps of the overall plan or agreement to
accomplish the larger transaction and
thereby potentially prevent the
transaction from qualifying as an F
reorganization. See Rev. Rul. 75-456,
1975-2 CB 128 (F reorganization of the
acquiring corporation in a stock
reorganization under section
368(a)(1)(B) did not prevent that
provision’s “solely for voting stock”
requirement from being satisfied); see
also Rev. Rul. 79-250, 1979-2 CB 156 (F
reorganization of issuing corporation
immediately after forward triangular
merger did not prevent the transaction
from satisfying requirements of section

368(a)(2)(D)).

C. Net Effect of the Proposed
Regulations

Overall, the 2004 Proposed
Regulations would have found certain
changes occurring in connection with a
change in identity, form, or place of
organization to be compatible with the
Mere Change requirement. Some
changes could have been effected
simultaneously with the transaction or
series of transactions otherwise
qualifying as an F reorganization
because these changes would not have
violated any of the four proposed
requirements for a Mere Change. Thus,
for example, a corporation could have
bought, sold, or exchanged property,
borrowed money, or repaid debt because
the 2004 Proposed Regulations would
not have required an identity of assets
between the Transferor Corporation and
the Resulting Corporation. Other
changes could not have been effected
simultaneously with the potential F
reorganization, but could have occurred
before or after the F reorganization “in
a bubble,” for example, the issuance of
new equity capital or the transfer of
shares to new shareholders.

D. Distributions

Prior to the issuance of the 2004
Proposed Regulations, much
commentary had focused on whether
distributions of money or other property
in F reorganizations were distributions
to which section 356 applied, or
whether sections 301 and 302, and
related provisions, governed the
treatment of these distributions. The
Treasury Department and the IRS

believed it appropriate to treat these
distributions as transactions separate
from the F reorganization, even if they
occurred immediately before or
immediately after the F reorganization,
after some of the transactions making up
the F reorganization and before other
transactions making up the F
reorganization, or as part of the same
plan as the F reorganization. See, for
example, § 1.301-1(1). Accordingly, the
2004 Proposed Regulations provided
that, if a shareholder received money or
other property (including in exchange
for its shares) from the Transferor
Corporation or the Resulting
Corporation in a transaction that
constituted an F reorganization, the
money or other property would be
treated as distributed by the Transferor
Corporation immediately before the
transaction, and that section 356 would
not apply.

Explanation of Revisions
1. Overview

After consideration of the comments
received with respect to the 2004
Proposed Regulations and the 2005
Regulations, the Treasury Department
and the IRS are publishing, in this
Treasury decision, additional Final
Regulations regarding F reorganizations.
The Final Regulations generally adopt
the provisions of the 2004 Proposed
Regulations not previously adopted in
the 2005 Regulations, with changes
discussed in the remainder of this
preamble, and several clarifying, non-
substantive changes. The Final
Regulations also include rules regarding
outbound F reorganizations by adopting,
without substantive change, the
provisions of the 1990 Proposed
Regulations relating to section 367(a)
and making conforming revisions to
other regulations.

Like the 2004 Proposed Regulations,
the Final Regulations are based on the
premise that it is appropriate to treat the
Resulting Corporation in an F
reorganization as the functional
equivalent of the Transferor Corporation
and to give its corporate enterprise
roughly the same freedom of action as
would be accorded a corporation that
remains within its original corporate
shell. The Final Regulations provide
that a transaction that involves an actual
or deemed transfer of property by a
Transferor Corporation to a Resulting
Corporation is a Mere Change that
qualifies as an F reorganization if six
requirements are satisfied (with certain
exceptions). The Final Regulations
provide that a transaction or a series of
related transactions to be tested against
the six requirements (a Potential F
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Reorganization) begins when the
Transferor Corporation begins
transferring (or is deemed to begin
transferring) its assets to the Resulting
Corporation, and ends when the
Transferor Corporation has distributed
(or is deemed to have distributed) the
consideration it receives from the
Resulting Corporation to its
shareholders and has completely
liquidated for federal income tax
purposes. The concept of a Potential F
Reorganization was added to the Final
Regulations to aid in determining which
steps in a multi-step transaction should
be considered when applying the six
requirements to a potential mere change
(that is, which steps are “in the
bubble”).

In the context of determining whether
a Potential F Reorganization qualifies as
a Mere Change, deemed asset transfers
include, but are not limited to, those
transfers treated as occurring as a result
of an entity classification election under
paragraph § 301.7701-3(c)(1)(i), as well
as transfers resulting from the
application of step transaction
principles. One example of such a
transfer would be the deemed asset
transfer by the Transferor Corporation to
the Resulting Corporation resulting from
a so-called “liquidation-
reincorporation’ transaction. See, for
example, Davant v. Commissioner, 366
F.2d 874 (5th Cir. 1966); § 1.331-1(c)
(liquidation-reincorporation may be a
tax-free reorganization). Another
example of such a deemed asset transfer
would include the deemed transfer of
the Transferor Corporation’s assets to
the Resulting Corporation in a so-called
“drop-and-check” transaction in which
a newly formed Resulting Corporation
acquires the stock of a Transferor
Corporation from its shareholders and,
as part of the plan, the Transferor
Corporation liquidates into the
Resulting Corporation. See, for example,
steps (d) and (c) of Rev. Rul. 2015-10,
2015-21 IRB 973; Rev. Rul. 2004-83,
2004-2 CB 157; Rev. Rul. 67-274, 1967—
2 CB 141.

Four of the six requirements are
generally adopted from the 2004
Proposed Regulations, and the fifth and
sixth requirements address comments
received with respect to the Proposed
Regulations regarding “overlap
transactions” (for example, transactions
involving the Transferor Corporation’s
transfer of its assets to a potential
successor corporation other than the
Resulting Corporation in a transaction
that could also qualify for
nonrecognition treatment under a
different provision of the Code). Viewed
together, these six requirements ensure
that an F reorganization involves only

one continuing corporation and is
neither an acquisitive transaction nor a
divisive transaction. Thus, an F
reorganization does not include a
transaction that involves a shift in
ownership of the enterprise, an
introduction of assets in exchange for
equity (other than that raised by the
Transferor Corporation prior to the F
reorganization), or a division of assets or
tax attributes of a Transferor
Corporation between or among the
Resulting Corporation and other
acquiring corporations. An F
reorganization also does not include a
transaction that leads to multiple
potential acquiring corporations having
competing claims to the Transferor
Corporation’s tax attributes under
section 381.

Certain exceptions, similar to those of
the 2004 Proposed Regulations, apply to
these six requirements. Three of these
exceptions allow de minimis departures
from the six requirements for purposes
unrelated to federal income taxation.

2. F Reorganization Requirements and
Certain Exceptions

A. Resulting Corporation Stock
Issuances and Identity of Stock
Ownership

As in the 2004 Proposed Regulations,
the first and the second requirements of
the Final Regulations reflect the
Supreme Court’s holding in Helvering v.
Southwest Consolidated Corp, supra,
that a transaction that shifts the
ownership of the proprietary interests in
a corporation cannot qualify as a Mere
Change. Thus, the Final Regulations
provide that a transaction that involves
the introduction of a new shareholder or
new equity capital into the corporation
“in the bubble” does not qualify as an
F reorganization.

Consistent with the 2004 Proposed
Regulations, the first requirement in the
Final Regulations is that immediately
after the Potential F Reorganization, all
the stock of the Resulting Corporation
must have been distributed (or deemed
distributed) in exchange for stock of the
Transferor Corporation in the Potential
F Reorganization. The 2004 Proposed
Regulations focused on the issuance of
the stock of the Resulting Corporation in
respect of stock of the Transferor
Corporation. The Treasury and the IRS
believe, however, that a focus on the
distribution of the stock of the Resulting
Corporation better matches the
transactions that occur (or are deemed
to occur) in reorganizations.

Also consistent with the 2004
Proposed Regulations, the second
requirement is that, subject to certain
exceptions, the same person or persons

own all the stock of the Transferor
Corporation at the beginning of the
Potential F Reorganization and all of the
stock of the Resulting Corporation at the
end of the Potential F Reorganization, in
identical proportions.

Notwithstanding these requirements
and also consistent with the Proposed
Regulations, the Final Regulations allow
the Resulting Corporation to issue a de
minimis amount of stock not in respect
of stock of the Transferor Corporation,
to facilitate the organization or
maintenance of the Resulting
Corporation. This rule is designed to
allow, for example, reincorporation in a
jurisdiction that requires minimum
capitalization, two or more
shareholders, or ownership of shares by
directors. It is also intended to allow a
transfer of assets to certain pre-existing
entities, for reasons explained further in
section 2.B. of this Explanation of
Revisions.

In addition, the Final Regulations
allow changes of ownership that result
from either (i) a holder of stock in the
Transferor Corporation exchanging that
stock for stock of equivalent value in the
Resulting Corporation having terms
different from those of the stock in the
Transferor Corporation or (ii) receiving
a distribution of money or other
property from either the Transferor
Corporation or the Resulting
Corporation, whether or not in
redemption of stock of the Transferor
Corporation or the Resulting
Corporation. In other words, the
corporation involved in a Mere Change
may also recapitalize, redeem its stock,
or make distributions to its
shareholders, without causing the
Potential F Reorganization to fail to
qualify as an F reorganization. These
exceptions reflect the determination of
the Treasury Department and the IRS
that allowing certain transactions to
occur contemporaneously with an F
reorganization is appropriate so long as
one corporation could effect the
transaction without undergoing an F
reorganization. These exceptions also
reflect the case law, discussed in section
3.A. of the Background, holding that
certain transactions qualify as F
reorganizations even if some shares are
redeemed in the transaction, and rulings
by the IRS that a recapitalization may
happen at the same time as an F
reorganization. See, for example, Rev.
Rul. 2003-19, 2003—1 CB 468, and Rev.
Rul. 200348, 2003—1 CB 863 (both
providing that certain demutualization
transactions may involve both E
reorganizations and F reorganizations).
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B. Resulting Corporation’s Assets or
Attributes and Liquidation of Transferor
Corporation

As in the 2004 Proposed Regulations,
the third requirement (limiting the
assets and attributes of the Resulting
Corporation immediately before the
transaction) and the fourth requirement
(requiring the liquidation of the
Transferor Corporation) under the Final
Regulations reflect the statutory
mandate that an F reorganization
involve only one corporation. Although
the Final Regulations generally require
the Resulting Corporation not to hold
any property or have any tax attributes
immediately before the Potential F
Reorganization, as in the 2004 Proposed
Regulations, the Resulting Corporation
is allowed to hold a de minimis amount
of assets to facilitate its organization or
preserve its existence (and to have tax
attributes related to these assets), and
the Resulting Corporation is allowed to
hold proceeds of borrowings undertaken
in connection with the Potential F
Reorganization.

A commenter responding to the 2004
Proposed Regulations stated that the
Final Regulations should allow the
Resulting Corporation to hold, in
addition to the proceeds of borrowings,
cash proceeds of stock issuances before
the Mere Change. The Treasury
Department and the IRS do not believe
that the Resulting Corporation should be
allowed to issue more than a de minimis
amount of stock before a transaction
constituting a Mere Change because that
would allow a substantial investment of
new capital and/or new shareholders, or
an acquisition of assets from more than
one corporation. This rule does not,
however, preclude the Transferor
Corporation from issuing new stock
before a Potential F Reorganization
constituting an F reorganization. Nor
does it preclude the Resulting
Corporation from issuing new stock
after the Potential F Reorganization.

Under the fourth requirement in the
Final Regulations, the Transferor
Corporation must completely liquidate
in the Potential F Reorganization for
federal income tax purposes.
Nevertheless, as in the 2004 Proposed
Regulations, the Transferor Corporation
is not required to legally dissolve and is
allowed to retain a de minimis amount
of assets for the sole purpose of
preserving its legal existence.

C. One Section 381(a) Acquiring
Corporation, One Section 381(a)
Transferor Corporation

The fifth requirement under the Final
Regulations is that immediately after the
Potential F Reorganization, no

corporation other than the Resulting
Corporation may hold property that was
held by the Transferor Corporation
immediately before the Potential F
Reorganization, if such other
corporation would, as a result, succeed
to and take into account the items of the
transferor corporation described in
section 381(c). Thus, a transaction that
divides the property or tax attributes of
a Transferor Corporation between or
among acquiring corporations, or that
leads to potential competing claims to
such tax attributes, will not qualify as a
Mere Change.

The sixth requirement under the Final
Regulations is that immediately after the
Potential F Reorganization, the
Resulting Corporation may not hold
property acquired from a corporation
other than the Transferor Corporation if
the Resulting Corporation would, as a
result, succeed to and take into account
the items of such other corporation
described in section 381(c). Thus, a
transaction that involves simultaneous
acquisitions of property and tax
attributes from multiple transferor
corporations (such as the transaction
described in Rev. Rul. 58—-422, 19582
CB 145) will not qualify as a Mere
Change.

These requirements address a
comment received with respect to the
second requirement of the 2004
Proposed Regulations that there not be
a change in the ownership of the
corporation in the transaction, except a
change that has no effect other than a
redemption of less than all the shares of
the corporation. The comment stated
that allowing a corporation to distribute
property in redemption of less than all
of its shares could result in satisfying
both the requirements for an F
reorganization with respect to one
transferee corporation and the
requirements of another nonrecognition
provision with respect to a different
transferee corporation. The result would
be uncertainty as to which corporation
should succeed to the Transferor
Corporation’s tax attributes.

For example, assume that corporation
P owns all of the stock of corporation T,
and T operates two separate businesses,
Business 1 (worth $297) and Business 2
(worth $3). Further assume that T
merges into newly formed corporation
R, and that, pursuant to the merger
agreement, P receives Business 1 and all
of R’s stock in exchange for
surrendering all of the T stock, and R
receives Business 2. Under the 2004
Proposed Regulations, the transaction
could have qualified as an F
reorganization, with T as the Transferor
Corporation and R as the Resulting
Corporation, because the only change in

ownership is a redemption of less than
all of the T shares. However, because T
transfers 99 percent of its historic
business assets (Business 1) to P in
exchange for all of T’s stock, the
transaction might also qualify as a
complete liquidation under sections 332
and 337 or an upstream reorganization
under section 368(a)(1)(C) of T into P.
This overlap—with two potential
acquiring corporations—would present
unintended complexities. For example,
as discussed above, there would be
uncertainty as to which corporation
should succeed to T’s tax attributes.

Accordingly, notwithstanding the
overall flexibility provided with respect
to transactions occurring
contemporaneously with a Mere
Change, the Final Regulations provide
that a Mere Change cannot
accommodate transactions that occur at
the same time as the Potential F
Reorganization if those other
transactions could result in a
corporation other than the Resulting
Corporation acquiring the tax attributes
of the Transferor Corporation.

The same commenter requested
clarification of the treatment of
combinations of several corporations
into a single, newly-created corporation.
Consistent with the statutory language
of section 368(a)(1)(F), the Treasury
Department and the IRS believe that a
Mere Change involves only one
Transferor Corporation and one
Resulting Corporation. Thus, the Final
Regulations provide that only one
Transferor Corporation can transfer
property to the Resulting Corporation in
the Potential F Reorganization. If more
than one corporation transfers assets to
the Resulting Corporation in a Potential
F Reorganization, none of the transfers
would constitute an F reorganization.

3. Series of Transactions

In some cases, business or legal
considerations may require extra steps
to complete a transaction that is
intended to qualify as a Mere Change.
As discussed in section 3.B.i. of the
Background, the Treasury Department
and the IRS concluded that the words
“however effected” in the statutory
definition of F reorganization reflect a
Congressional intent to treat a series of
transactions that together result in a
Mere Change as an F reorganization,
even if the transfer (or deemed transfer)
of property from the Transferor
Corporation to the Resulting
Corporation occurs indirectly. The Final
Regulations confirm this conclusion by
providing that a Potential F
Reorganization consisting of a series of
related transactions that together result
in a Mere Change may qualify as an F
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reorganization, whether or not certain
steps in the series, viewed in isolation,
might, for example, be treated as a
redemption under section 304(a), as a
complete liquidation under section 331
or section 332, or as a transfer of
property under section 351. For
example, the first step in an F
reorganization of a corporation owned
by individual shareholders could be a
dissolution of the Transferor
Corporation, so long as this step is
followed by a transfer of all the assets
of the Transferor Corporation to a
Resulting Corporation. However, see
§1.368-2(k) for completed
reorganizations that will not be
recharacterized as a Mere Change as a
result of one or more subsequent
transfers of assets or stock, such as
where a Transferor Corporation transfers
all of its assets to its parent corporation
in liquidation, followed by the parent
corporation’s retransfer of those assets
to a new corporation. See also Rev. Rul.
69-617, 1969—2 CB 57 (an upstream
merger followed by a contribution of all
the target assets to a new subsidiary
corporation is a reorganization under
sections 368(a)(1)(A) and 368(a)(2)(C)).

4. Mere Change Within Larger
Transaction

As discussed in section 3.B.ii. of the
Background, the Treasury Department
and the IRS recognized that an F
reorganization may be a step, or a series
of steps, before, within, or after other
transactions that effect more than a
Mere Change, even if the Resulting
Corporation has only a transitory
existence following the Mere Change. In
some cases an F reorganization sets the
stage for later transactions by alleviating
non-tax impediments to a transfer of
assets. In other cases, prior transactions
may tailor the assets and shareholders of
the Transferor Corporation before the
commencement of the F reorganization.
Although an F reorganization may
facilitate another transaction that is part
of the same plan, the Treasury
Department and the IRS have concluded
that step transaction principles
generally should not recharacterize F
reorganizations because F
reorganizations involve only one
corporation and do not resemble sales of
assets. From a federal income tax
perspective, F reorganizations are
generally neutral, involving no change
in ownership or assets, no end to the
taxable year, and inheritance of the tax
attributes described in section 381(c)
without a limitation on the carryback of
losses. See, for example, Rev. Rul. 96—
29 (discussed in section 3.B.ii. of the
Background); § 1.381(b)-1(a)(2).

The Final Regulations adopt the
Related Events Rule of the 2004
Proposed Regulations, which provided
that related events preceding or
following the Potential F Reorganization
that constitutes a Mere Change generally
would not cause that Potential F
Reorganization to fail to qualify as an F
reorganization. Notwithstanding the
Related Events Rule, in the cross-border
context, related events preceding or
following an F reorganization may be
relevant to the tax consequences under
certain international provisions that
apply to F reorganizations. For example,
such events may be relevant for
purposes of applying certain rules under
section 7874 and for purposes of
determining whether stock of the
Resulting Corporation should be treated
as stock of a controlled foreign
corporation for purposes of section
367(b). See, for example, section
2.03(b)(iv), Example 2 in Notice 2014—
52, 2014-52 IRB 712; Rev. Rul. 83-23,
1983-1 CB 82.

The Final Regulations also adopt the
provision of the 2004 Proposed
Regulations that the qualification of a
Potential F Reorganization as an F
reorganization would not alter the
treatment of other related transactions.
For example, if an F reorganization is
part of a plan that includes a subsequent
merger involving the Resulting
Corporation, the qualification of a
Potential F Reorganization as an F
reorganization will not alter the tax
consequences of the subsequent merger.

5. Transactions Qualifying Under Other
Provisions of Section 368(a)(1)

A comment to the Proposed
Regulations stated that, in some cases,
an asset transfer that would constitute a
step in an F reorganization is also a
necessary step for characterizing a larger
transaction as a nonrecognition
transaction that would not constitute an
F reorganization. For example, assume
that corporation P acquires all of the
stock of unrelated corporation T in
exchange for consideration consisting of
$50 cash and P voting stock with $50
value (without making an election
under section 338), and, immediately
thereafter and as part of the same plan,
T is merged into corporation S, a newly-
formed corporation wholly owned by P.
Viewed in isolation, the merger of T into
S appears to constitute a Mere Change.
Provided the requirements for Asset
Reorganization treatment are otherwise
satisfied, however, the step transaction
doctrine is applied to integrate the steps
and treat the transaction as a statutory
merger of T into S in which S acquires
T’s assets in exchange for $50 cash, $50
of P voting stock and assumption of T’s

liabilities, and T distributes the cash
and P stock to its shareholders. This
merger qualifies as a reorganization
under section 368(a)(1)(A) by reason of
section 368(a)(2)(D), and P’s momentary
ownership of T stock is disregarded. See
Situation 2 of Rev. Rul. 2001-46, 2001—
2 CB 321 (same). The stock of S is not
treated as issued for the assets of T; the
historic shareholders of T are replaced
by P as the shareholder of the resulting
corporation (S); and the transaction is
not a Mere Change.

To clarify this and similar situations,
the Treasury Department and the IRS
have determined that, if the Potential F
Reorganization or a step thereof
involving a transfer of property from the
Transferor Corporation to the Resulting
Corporation is also a reorganization or
part of a reorganization in which a
corporation in control (within the
meaning of section 368(c)) of the
Resulting Corporation is a party to the
reorganization (within the meaning of
section 368(b)), the Potential F
Reorganization is not a Mere Change
and does not qualify as an F
reorganization. This rule will apply to
transactions qualifying as
reorganizations (i) under section
368(a)(1)(C) by reason of the
parenthetical language therein, (ii)
under section 368(a)(1)(A) by reason of
section 368(a)(2)(D), and (iii) under
sections 368(a)(1)(A) or (C) by reason of
section 368(a)(2)(C).

The IRS has long taken the position
that, if a Transferor Corporation’s
transfer of property qualifies as a step in
both an F reorganization and another
type of reorganization in which the
Resulting Corporation is the acquiring
corporation, the transaction qualifies for
the benefits accorded to an F
reorganization. See, for example, Rev.
Rul. 57-276, 1957—1 CB 126 (section
381(b) applies such that the parts of the
Transferor Corporation’s taxable year
before and after an F reorganization
constitute a single taxable year of the
Acquiring Corporation, notwithstanding
that the transaction also qualifies as
another type of reorganization under
section 368(a)(1)); Rev. Rul. 79-289,
1979-2 CB 145 (section 357(c) does not
apply to an F reorganization even if the
transaction also qualifies as another
type of reorganization to which section
357(c) applies); § 1.381(b—1(a)(2)
(providing for rules applicable to F
reorganizations, regardless of whether
such reorganizations also qualify as
another type of reorganization).

To avoid confusion in the application
of the reorganization provisions, the
Treasury Department and the IRS have
decided that, except as provided earlier
in this section 5. of the Explanation of
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Revisions, if a Potential F
Reorganization qualifies as a
reorganization under section
368(a)(1)(F) and would also qualify as a
reorganization under section
368(a)(1)(A), 368(a)(1)(C), or
368(a)(1)(D), then for all federal income
tax purposes the Potential F
Reorganization qualifies only as a
reorganization under section
368(a)(1)(F). This rule does not apply to
a reorganization within the meaning of
sections 368(a)(1)(E) (see Rev. Rul.
2003-19, 2003—-1 CB 468, and Rev. Rul.
2003-48, 2003—-1 CB 863 (providing that
certain demutualization transactions
may involve both E Reorganizations and
F reorganizations)) or 368(a)(1)(G) (see
section 368(a)(3)(C)).

6. Distributions

As described in section 3.D. of the
Background, the 2004 Proposed
Regulations provided that, if a
shareholder received money or other
property (including in exchange for its
shares) from the Transferor Corporation
or the Resulting Corporation in a
transaction that constituted an F
reorganization, the money or other
property would be treated as distributed
by the Transferor Corporation
immediately before the transaction, not
as additional consideration under
section 356(a). The preamble to the 2004
Proposed Regulations indicated that this
treatment would also be appropriate for
distributions of money or other property
in E reorganizations.

Although the Treasury Department
and the IRS considered whether a
distribution occurring during a Potential
F Reorganization should prevent it from
qualifying as an F reorganization, the
Treasury Department and the IRS
determined to allow flexibility for such
distributions. Nevertheless, unlike other
types of reorganizations, which
generally involve substantial changes in
economic position, F reorganizations are
mere changes in form. Accordingly, the
Treasury Department and the IRS have
concluded that any concurrent
distribution should be treated as a
transaction separate from the F
reorganization. See § 1.301-1(1); see also
Bazley v. Commissioner, 331 U.S. 737
(1947) (distribution in the context of a
purported E reorganization treated as a
dividend).

An F reorganization is a Mere Change
involving only one continuing
corporation and is neither an acquisitive
transaction nor a divisive transaction.
From a federal income tax perspective,
F reorganizations generally are neutral,
involving no change in ownership or
assets, no end to the taxable year, and
inheritance of the tax attributes

described in section 381(c). A
distribution that occurs at the same time
as a Mere Change is, in substance, a
distribution from one continuing
corporation and is functionally separate
from the Mere Change. The Treasury
Department and the IRS believe that a
distribution from one continuing
corporation should not be treated the
same as an exchange of money or other
property for stock of a target corporation
in an acquisitive reorganization. Instead,
the distribution should be treated as a
separate transaction occurring at the
same time. Although the 2004 Proposed
Regulations would have treated a
distribution as occurring immediately
before the transaction qualifying as an F
reorganization, the Treasury Department
and the IRS believe it is sufficient to
treat the distribution as a separate
transaction that occurs at the same time
as the F reorganization.

7. Entities Treated as Corporations for
Federal Tax Purposes

As explained in this preamble, the
first requirement of the Final
Regulations is that all of the stock of the
Resulting Corporation be distributed in
exchange for stock of the Transferor
Corporation. Certain entities may be
treated as corporations for federal tax
purposes even though they do not have
owners that could be treated as
shareholders for federal tax purposes to
whom the profits of the corporation
would inure (for example, some
charitable organizations described in
section 501(c)(3)). Nevertheless, these
entities may be able to engage in
corporate reorganizations. Thus, no
inference should be drawn from the use
of the terms “stock” or “‘shareholders”
in these Final Regulations with respect
to the ability of such entities to engage
in reorganizations under section
368(a)(1)(F).

8. Employer Identification Numbers

The Treasury Department and the IRS
are studying how to assign (or reassign)
employer identification numbers (EINs)
to taxpayers following an F
reorganization, including in cases in
which the Transferor Corporation
remains in existence as a disregarded
entity, and comments on this issue are
welcome.

Effective Date

These final regulations are effective
for transactions occurring on or after
September 21, 2015.

Effect on Other Documents

The following publications are
obsolete as of September 21, 2015.

Rev. Rul. 57-276, 1957—1 CB 126;
Rev. Rul. 58-422, 1958-2 CB 145; Rev.
Rul. 66-284, 1966—2 CB 115; Rev. Rul.
79-250, 1979-2 CB 156; Rev. Rul. 79—
289, 1979-2 CB 145; and Rev. Rul. 96—
29, 1996—1 CB 50; are obsoleted. Rev.
Rul. 87-27, 1987—1 CB 134; and Rev.
Rul. 88-25, 1988—1 CB 116; are
obsoleted in part (with respect to the
determination of whether a transaction
qualifies as a reorganization under
section 368(a)(1)(F)).

Special Analyses

Certain IRS regulations, including this
one, are exempt from the requirements
of Executive Order 12866, as
supplemented and reaffirmed by
Executive Order 13563. Therefore, a
regulatory impact assessment is not
required. It has also 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 these regulations 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 Code,
the proposed regulations preceding
these final regulations were submitted
to the Chief Counsel for Advocacy of the
Small Business Administration for
comment on their impact on small
businesses, and no comments were
received.

Drafting Information

The principal author of these final
regulations is Douglas C. Bates of the
Office of Associate Chief Counsel
(Corporate). However, other personnel
from the Treasury Department and the
IRS participated in their development.

Availability of IRS Documents

IRS revenue rulings, revenue
procedures, and notices cited in this
Treasury decision are made available by
the Superintendent of Documents, U.S.
Government Printing Office,
Washington, DC 20402.

List of Subjects in 26 CFR Part 1

Income taxes, Reporting and
recordkeeping requirements.

Adoption of 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 continues to read in part as
follows:

Authority: 26 U.S.C. 7805 * * *
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§1.269B-1 [Amended]

m Par. 2. Section 1.269B-1 is amended
by removing the language in paragraph
(c) “1.367(a)-1T(e), (f)” and adding
“1.367(a)-1(e), (f)” in its place.
m Par. 3. Section 1.367(a)-1 is amended
by:
m 1. Revising paragraph (d)(4) through
(d)(5).
m 2. Adding paragraphs (e) and (f).
m 3. Revising paragraphs (g)(1) through
©3).
m 4. Adding two sentences at the end of
paragraph (g)(4).

The additions and revisions read as
follows:

§1.367(a)-1 Transfers to foreign
corporations subject to section 367(a): In

general.
* * * * *
(d) * % %

(4) through (5) [Reserved]. For further
guidance, see § 1.367(a)-1T(d)(4)
through (5).

(e) Close of taxable year in certain
section 368(a)(1)(F) reorganizations. If a
domestic corporation is the transferor
corporation in a reorganization
described in section 368(a)(1)(F) after
March 30, 1987, in which the acquiring
corporation is a foreign corporation,
then the taxable year of the transferor
corporation shall end with the close of
the date of the transfer and the taxable
year of the acquiring corporation shall
end with the close of the date on which
the transferor’s taxable year would have
ended but for the occurrence of the
transfer. With regard to the
consequences of the closing of the
taxable year, see section 381 and the
regulations thereunder.

(f) Exchanges under sections 354(a)
and 361(a) in certain section
368(a)(1)(F) reorganizations—(1) Rule.
In every reorganization under section
368(a)(1)(F), where the transferor
corporation is a domestic corporation,
and the acquiring corporation is a
foreign corporation, there is considered
to exist—

(i) A transfer of assets by the
transferor corporation to the acquiring
corporation under section 361(a) in
exchange for stock (or stock and
securities) of the acquiring corporation
and the assumption by the acquiring
corporation of the transferor
corporation’s liabilities;

(ii) A distribution of the stock (or
stock and securities) of the acquiring
corporation by the transferor
corporation to the shareholders (or
shareholders and security holders) of
the transferor corporation; and

(iii) An exchange by the transferor
corporation’s shareholders (or

shareholders and security holders) of
their stock (or stock and securities) of
the transferor corporation for stock (or
stock and securities) of the acquiring
corporation under section 354(a).

(2) Rule applies regardless of whether
a continuance under applicable law. For
purposes of paragraph (f)(1) of this
section, it shall be immaterial that the
applicable foreign or domestic law treats
the acquiring corporation as a
continuance of the transferor
corporation.

(g)(1) through (3) [Reserved]. For
further guidance, see § 1.367(a)-1T(g)(1)
through (3).

(4) * * * The rules in paragraph (e)
of this section apply to transactions
occurring on or after March 31, 1987.
The rules in paragraph (f) of this section
apply to transactions occurring on or
after January 1, 1985.

m Par. 4. Section 1.367(a)-1T is
amended by revising paragraphs (e) and
(f) to read as follows:

§1.367(a)-1T Transfers to foreign
corporations subject to section 367(a): In
general (temporary).
* * * * *

(e) [Reserved]. For further guidance,
see §1.367(a)-1(e).

(f) [Reserved]. For further guidance,
see §1.367(a)-1(1).

* * * * *

m Par. 5. Section 1.368-2 is amended by
adding paragraph (m) to read as follows:

§1.368-2 Definition of terms.
* * * * *

(m) Qualification as a reorganization
under section 368(a)(1)(F)—(1) Mere
change. To qualify as a reorganization
under section 368(a)(1)(F), a transaction
must result in a mere change in identity,
form, or place of organization of one
corporation, however effected (a mere
change). A mere change can consist of
a transaction that involves an actual or
deemed transfer of property from one
corporation (a transferor corporation) to
one other corporation (a resulting
corporation). Such a transaction is a
mere change and qualifies as a
reorganization under section
368(a)(1)(F) only if all the requirements
set forth in paragraphs (m)(1)(i) through
(vi) of this section are satisfied. For
purposes of this paragraph (m), a
transaction or a series of related
transactions that can be tested against
the requirements set forth in paragraphs
(m)(1)(i) through (vi) of this section (a
potential F reorganization) begins when
the transferor corporation begins
transferring (or is deemed to begin
transferring) its assets, directly or
indirectly, to the resulting corporation,
and it ends when the transferor

corporation has distributed (or is
deemed to have distributed) to its
shareholders the consideration it
receives (or is deemed to receive) from
the resulting corporation and has
completely liquidated for federal
income tax purposes. For purposes of
this paragraph (m), deemed transfers
include, for example, those provided in
§301.7701-3(g)(1)(iv) of this chapter
(when an entity disregarded as separate
from its owner elects under paragraph

§ 301.7701-3(c)(1)(i) of this chapter to
be classified as an association, the
owner of the entity is deemed to transfer
all of the assets and liabilities of the
entity to the association in exchange for
stock of the association). Deemed
transfers also include those resulting
from the application of step transaction
principles. For example, step
transaction principles may disregard a
transitory holding of property by an
individual after a liquidation of the
transferor corporation and before a
subsequent transfer of the transferor
corporation’s property to the resulting
corporation. Step transaction principles
may also treat a contribution of all the
stock of the transferor corporation to the
resulting corporation, followed by a
liquidation (or deemed liquidation) of
the transferor corporation, as a deemed
transfer of the transferor corporation’s
property to the resulting corporation,
followed by a distribution of stock of the
resulting corporation in complete
liquidation of the transferor corporation.

(i) Resulting corporation stock
distributed in exchange for transferor
corporation stock. Immediately after the
potential F reorganization, all the stock
of the resulting corporation, including
any stock of the resulting corporation
issued before the potential F
reorganization, must have been
distributed (or deemed distributed) in
exchange for stock of the transferor
corporation in the potential F
reorganization. However, for purposes
of this paragraph (m)(1)(i) and
paragraph (m)(1)(ii) of this section, a de
minimis amount of stock issued by the
resulting corporation other than in
respect of stock of the transferor
corporation to facilitate the organization
of the resulting corporation or maintain
its legal existence is disregarded.

(ii) Identity of stock ownership. The
same person or persons must own all of
the stock of the transferor corporation,
determined immediately before the
potential F reorganization, and of the
resulting corporation, determined
immediately after the potential F
reorganization, in identical proportions.
However, this requirement is not
violated if one or more holders of stock
in the transferor corporation exchange
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stock in the transferor corporation for
stock of equivalent value in the
resulting corporation, but having
different terms from those of the stock
in the transferor corporation, or receive
a distribution of money or other
property from either the transferor
corporation or the resulting corporation,
whether or not in exchange for stock in
the transferor corporation or the
resulting corporation.

(iii) Prior assets or attributes of
resulting corporation. The resulting
corporation may not hold any property
or have any tax attributes (including
those specified in section 381(c))
immediately before the potential F
reorganization. However, this
requirement is not violated if the
resulting corporation holds or has held
a de minimis amount of assets to
facilitate its organization or maintain its
legal existence, and has tax attributes
related to holding those assets, or holds
the proceeds of borrowings undertaken
in connection with the potential F
reorganization.

(iv) Liquidation of transferor
corporation. The transferor corporation
must completely liquidate, for federal
income tax purposes, in the potential F
reorganization. However, the transferor
corporation is not required to dissolve
under applicable law and may retain a
de minimis amount of assets for the sole
purpose of preserving its legal existence.

(v) Resulting corporation is the only
acquiring corporation. Immediately after
the potential F reorganization, no
corporation other than the resulting
corporation may hold property that was
held by the transferor corporation
immediately before the potential F
reorganization, if such other corporation
would, as a result, succeed to and take
into account the items of the transferor
corporation described in section 381(c).

(vi) Transferor corporation is the only
acquired corporation. Immediately after
the potential F reorganization, the
resulting corporation may not hold
property acquired from a corporation
other than the transferor corporation if
the resulting corporation would, as a
result, succeed to and take into account
the items of such other corporation
described in section 381(c).

(2) Non-application of continuity of
interest and continuity of business
enterprise requirements. A continuity of
the business enterprise and a continuity
of interest are not required for a
potential F reorganization to qualify as
a reorganization under section
368(a)(1)(F). See §1.368—1(b).

(3) Related transactions—(i) Series of
transactions. A potential F
reorganization consisting of a series of
related transactions that together result

in a mere change of one corporation
may qualify as a reorganization under
section 368(a)(1)(F), whether or not
certain steps in the series, viewed in
isolation, could be subject to other Code
provisions, such as sections 304(a), 331,
332, or 351. However, see paragraph (k)
of this section for transactions that
qualify as reorganizations under section
368(a) and will not be recharacterized as
a mere change as a result of one or more
subsequent transfers of assets or stock.

(ii) Mere change within a larger
transaction. A potential F
reorganization that qualifies as a
reorganization under section
368(a)(1)(F) may occur before, within, or
after other transactions that effect more
than a mere change, even if the resulting
corporation has only transitory
existence. Related events that precede or
follow the potential F reorganization
generally will not cause that potential F
reorganization to fail to qualify as a
reorganization under section
368(a)(1)(F). Qualification of a potential
F reorganization as a reorganization
under section 368(a)(1)(F) will not alter
the character of other transactions for
federal income tax purposes, and step
transaction principles may be applied to
other transactions without regard to
whether certain steps qualify as a
reorganization or part of a
reorganization under section
368(a)(1)(F).

(iii) Distributions treated as separate
transactions. As provided in paragraph
(m)(1)(ii) of this section, a potential F
reorganization may qualify as a mere
change even though a holder of stock in
the transferor corporation receives a
distribution of money or other property
from either the transferor corporation or
the resulting corporation. If a
shareholder receives money or other
property (including in exchange for its
shares) from the transferor corporation
or the resulting corporation in a
potential F reorganization that qualifies
as a reorganization under section
368(a)(1)(F), then the receipt of money
or other property (including any
exchanged for shares) is treated as an
unrelated, separate transaction from the
reorganization, whether or not
connected in a formal sense. See
§1.301-1(1).

(iv) Transactions also qualifying
under other provisions of section
368(a)(1). In certain cases, a potential F
reorganization would (but for this
paragraph (m)(3)(iv)) qualify both as a
reorganization under section
368(a)(1)(F) and as a reorganization or
part of a reorganization under another
provision of section 368(a)(1). The
following rules determine which of
these overlapping qualifications applies.

(A) If the potential F reorganization or
a step thereof qualifies as a
reorganization or part of a
reorganization under another provision
of section 368(a)(1), and if a corporation
in control (within the meaning of
section 368(c)) of the resulting
corporation is a party to such other
reorganization (within the meaning of
section 368(b)), the potential F
reorganization will not qualify as a
reorganization under section
368(a)(1)(F).

(B) Except as provided in paragraph
(m)(3)(iv)(A) of this section, if, but for
this paragraph (m)(3)(iv)(B), the
potential F reorganization would qualify
as a reorganization under both section
368(a)(1)(F) and one or more of sections
368(a)(1)(A), 368(a)(1)(C), or
368(a)(1)(D), then for all federal income
tax purposes the potential F
reorganization will qualify as a
reorganization only under section
368(a)(1)(F).

(4) Examples. The following examples
illustrate the application of this
paragraph (m). Unless the facts
otherwise indicate, A, B, and C are
domestic individuals; P, S, T, X, Y, and
Z (and similar designations) are
domestic corporations; each transaction
is entered into for a valid business
purpose; all persons and transactions
are unrelated; and all other relevant
facts are set forth in the examples.

Example 1. Cash contribution and
redemption—no mere change. C owns all of
the stock of X, a State A corporation. The net
value of X’s assets and liabilities is
$1,000,000. Y, a State B corporation, seeks to
acquire the assets of X for cash. To effect the
acquisition, Y and X enter into an agreement
under which Y will contribute $1,000,000 to
Z, a newly formed corporation of which Y is
the sole shareholder, in exchange for Z stock
and X will merge into Z. In the merger, C
surrenders all of the X stock and receives the
$1,000,000 Y contributed to Z. C receives no
Z stock in the transaction. After the merger,
Y holds all of the Z stock, and Z holds all
of the assets and liabilities previously held
by X. Z stock is not distributed to the
shareholders of X in exchange for their stock
in X as required by paragraph (m)(1)(i) of this
section, and the transaction results in a
change in the ownership of X that does not
result from an exchange or distribution
described in paragraph (m)(1)(ii) of this
section. Therefore, the merger of X into Z is
not a mere change of X and does not qualify
as a reorganization under section
368(a)(1)(F).

Example 2. Cash redemption—mere
change. A owns 75%, and B owns 25%, of
the stock of X, a State A corporation. The
management of X determines that it would be
in the best interest of X to reorganize under
the laws of State B. Accordingly, X forms Y,
a State B corporation, and X and Y enter into
an agreement under which X will merge into
Y. A does not wish to own stock in Y. In the
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merger, A surrenders A’s X stock and
receives cash, and B surrenders all of B’s X
stock and receives all the stock of Y. The
change in ownership caused by A’s surrender
of X stock results from a distribution and
exchange described in paragraph (m)(1)(ii) of
this section. Therefore, the merger of X into
Y is a mere change of X and qualifies as a
reorganization under section 368(a)(1)(F).
Under paragraph (m)(3)(iii) of this section,
A’s surrender of X stock for cash is treated

as a transaction, separate from the
reorganization, to which section 302(a)
applies.

Example 3. Pre-transaction de minimis
stock issuance—mere change—other
provisions of section 368(a)(1). P owns all of
the stock of S, a Country A corporation. The
management of P determines that it would be
in the best interest of S to change its place
of incorporation to Country B. Under Country
B law, a corporation must have at least two
shareholders to enjoy limited liability. P is
advised by its Country B advisors that the
new corporation should issue 1% of its stock
to a shareholder that is not P’s nominee to
assure satisfaction of the two-shareholder
requirement. As part of an integrated plan, C,
an officer of S, organizes Y, a Country B
corporation with 1,000 shares of common
stock authorized, and contributes cash to Y
in exchange for ten of the common shares. S
then merges into Y under the laws of Country
A and Country B. Pursuant to the plan of
merger, P surrenders its shares of S stock and
receives 990 shares of Y common stock. The
ten shares of Y stock issued to C not in
respect of the S stock are de minimis and are
used to facilitate the organization of Y within
the meaning of paragraph (m)(1)(i) of this
section. Therefore, the issuance of this stock
to a new shareholder does not prevent the
merger of S into Y from qualifying as a mere
change of S. Accordingly, the merger is a
reorganization under section 368(a)(1)(F).
Without regard to the merger’s qualification
under section 368(a)(1)(F), the merger would
also qualify as a reorganization under both
section 368(a)(1)(A) and section 368(a)(1)(D).
Under paragraph (m)(3)(iv)(B) of this section,
if a potential F reorganization qualifies as a
reorganization under section 368(a)(1)(F),
and would also qualify under one or more of
sections 368(a)(1)(A) or 368(a)(1)(D), the
potential F reorganization qualifies only as a
reorganization under 368(a)(1)(F), and
neither section 368(a)(1)(A) nor section
368(a)(1)(D) will apply.

Example 4. Pre-transaction assets,
attributes—no mere change. A owns all of
the stock of P, and P owns all of the stock
of S, which is engaged in a manufacturing
business. P has owned the stock of S for
many years. P owns no assets other than the
stock of S. A decides to eliminate the holding
company structure by merging P into S.
Because it operates a manufacturing
business, the potential resulting corporation,
S, holds property and has tax attributes
immediately before the potential F
reorganization. Therefore, under paragraph
(m)(1)(iii) of this section, the merger of P into
S is not a mere change of P and does not
qualify as a reorganization under section
368(a)(1)(F). The same result would occur
under paragraph (m)(1)(iii) of this section if,

instead of P merging into S, S merged into
P, because P, the potential resulting
corporation, holds property (the stock of S)
and has tax attributes immediately before the
potential F reorganization.

Example 5. Series of related transactions—
mere change. P owns all of the stock of S1,
a State A corporation. The management of P
determines that it would be in the best
interest of S1 to change its place of
incorporation to State B. Accordingly, under
an integrated plan, P forms S2, a new State
B corporation; P contributes the S1 stock to
S2; and S1 merges into S2 under the laws of
State A and State B. Under paragraph
(m)(3)(i) of this section, a series of
transactions that together result in a mere
change of one corporation may qualify as a
reorganization under section 368(a)(1)(F).
The contribution of S1 stock to S2 and the
merger of S1 into S2 together constitute a
mere change of S1. Therefore, the potential
F reorganization qualifies as a reorganization
under section 368(a)(1)(F). Without regard to
its qualification under section 368(a)(1)(F),
the potential F reorganization would also
qualify as a reorganization under both section
368(a)(1)(A) and section 368(a)(1)(D). Under
paragraph (m)(3)(iv)(B) of this section, if a
potential F reorganization qualifies as a
reorganization under section 368(a)(1)(F) and
would also qualify under one or more of
sections 368(a)(1)(A) or 368(a)(1)(D), it
qualifies only as a reorganization under
368(a)(1)(F), and neither section 368(a)(1)(A)
nor section 368(a)(1)(D) will apply. The
result would be the same with respect to
qualification under section 368(a)(1)(F) if,
instead of merging into S2, S1 completely
liquidates.

Example 6. Post-transaction stock sale—
mere change. P owns all of the stock of S1,
a State A corporation. The management of P
determines that it would be in the best
interest of S1 to change its place of
incorporation to State B. Accordingly, P
forms S2, a new State B corporation. S1 then
merges into S2 under the laws of State A and
State B. Immediately thereafter, and as part
of the same plan, P sells all of its stock in
S2 to an unrelated party. Without regard to
P’s sale of S2 stock, the merger of S1 into S2
is a potential F reorganization that qualifies
as a mere change of S1 within the meaning
of paragraph (m)(1) of this section. Under
paragraph (m)(3)(ii) of this section, related
events that occur before or after a potential
F reorganization that qualifies as a mere
change generally do not cause that potential
F reorganization to fail to qualify as a
reorganization under section 368(a)(1)(F).
Therefore, P’s sale of the S2 stock is
disregarded in determining whether the
merger of S1 into S2 is a mere change of S1.
Accordingly, the merger of S1 into S2
qualifies as a reorganization under section
368(a)(1)(F). The result would be the same if,
instead of the S2 stock being sold by P, S2
merges into a previously unrelated
corporation and terminates its separate
existence.

Example 7. Post-transaction redemption—
mere change. A owns all of the stock of T.
P owns all of the stock of S. Each of T and
S is a State A corporation engaged in a
manufacturing business. The following

transactions occur pursuant to a single plan.
First, T merges into S with A receiving solely
stock in P. Second, P changes its state of
incorporation to State B by merging into
newly incorporated New P under the laws of
State A and State B. Third, New P redeems
all the New P stock issued to A in respect of
A’s P stock (initially issued to A in respect
of A’s T stock) for cash. Without regard to the
other steps, the merger of P into New P is a
potential F reorganization that qualifies as a
reorganization under section 368(a)(1)(F).
Under paragraph (m)(3)(ii) of this section,
related events that occur before or after a
potential F reorganization that qualifies as a
mere change generally do not prevent that
potential F reorganization from qualifying as
a reorganization under section 368(a)(1)(F).
Therefore, the merger of P into New P
qualifies as a reorganization under section
368(a)(1)(F). Under paragraph (m)(3)(ii) of
this section, the qualification of the merger
of P into New P as a reorganization under
section 368(a)(1)(F) does not alter the tax
treatment of the merger of T into S. Because
the P shares received by A in respect of the
T shares (exchanged for New P shares in the
mere change of P into New P) are redeemed
for cash pursuant to the plan, the merger of
T into S does not satisfy the continuity of
interest requirement of § 1.368—1(e) and
therefore does not qualify as a reorganization
under section 368(a).

Example 8. Series of related transactions—
mere change. P owns all of the stock of S, a
State A corporation. The management of P
determines that it would be in the best
interest of S to change its form from a State
A corporation to a State A limited
partnership but to continue to be treated as
a corporation for federal tax purposes.
Accordingly, P contributes 1% of the S stock
to newly formed LLC, a limited liability
company, in exchange for all of the
membership interests in LLC. P is the sole
member of LLC. Under §301.7701-3 of this
chapter, LLC is disregarded as an entity
separate from its owner, P. Then, under a
State A statute, S converts to a State A
limited partnership. In the conversion, P’s
interest as a 99% shareholder of S is
converted into a 99% limited partner
interest, and LLC’s interest as a 1%
shareholder of S is converted into a 1%
general partner interest. S also elects, under
§301.7701-3(c) of this chapter, to be
classified as a corporation for federal income
tax purposes, effective on the same day as the
conversion. Under paragraph (m)(3)(i) of this
section, the conversion of S from a State A
corporation to a State A limited partnership,
together with the election to treat S as a
corporation for federal tax purposes, results
in a mere change of S and qualifies as a
reorganization under section 368(a)(1)(F).

Example 9. Other acquiring corporation—
no mere change. P owns 80%, and A owns
20%, of the stock of S. A and the
management of P determine that it would be
in the best interest of S to completely
liquidate while A continues to operate part
of the business of S in corporate form.
Accordingly, S distributes 80% of its assets
to P and 20% of its assets to A; S dissolves;
and A contributes the assets it receives from
S to newly incorporated New S in exchange
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for all of the stock of New S. S’s distribution
of 80% of its property to P as part of the
complete liquidation of S meets the
requirements of section 332. Thus, section
381(a)(1) applies to P’s acquisition of 80% of
the property held by S immediately before
the transaction. Under paragraph (m)(1)(v) of
this section, the potential F reorganization in
which 20% of the property held by S
immediately before the transaction is
transferred to New S cannot be a mere change
of S, because section 381(a) applies to P’s
acquisition of property held by S
immediately before the potential F
reorganization. Accordingly, sections 331
and 336 apply to A’s acquisition of property
from S and S’s distribution of property to A,
and section 351 applies to A’s contribution
of that property to New S.

Example 10. Other acquiring corporation—
no mere change. P owns all of the stock of
S1. The management of P determines that it
would be in the best interest of S1 to merge
S1 into P. Accordingly, pursuant to a state
merger statute, S1 merges into P.
Immediately afterward and as part of the
same plan, P contributes 50% of the former
assets of S1 to newly incorporated S2 in
exchange for all of the stock of S2. The
transaction does not qualify as a complete
liquidation of S1 under section 332 (because
of the reincorporation of some of S1’s assets)
but does qualify as a reorganization under
section 368(a)(1)(A) by reason of section
368(a)(2)(C) and paragraph (k) of this section.
Under paragraph (m)(1)(v) of this section, the
potential F reorganization in which some of
the former assets of S1 are transferred (in
form) first to P, and then to S2, is not a mere
change of S1, because section 381(a) applies
to P’s acquisition of property held by S1
immediately before the potential F
reorganization. Furthermore, under
paragraph (m)(3)(iv)(A) of this section, P, the
corporation in control of S2 within the
meaning of section 368(c), is a party to the
reorganization within the meaning of section
368(b). Thus, the indirect transfer of property
from S1 to S2 does not qualify under section
368(a)(1)(F).

Example 11. Other acquiring corporation—
mere change. P owns all of the stock of S1.
S1’s only asset is all of the equity interest in
LLC2, a domestic limited liability company.
Under § 301.7701-3 of this chapter, LLC2 is
disregarded as an entity separate from its
owner, S1. Pursuant to an integrated plan to
undergo a reorganization under 368(a)(1)(F),
S1 and LLC2 undergo the following two state
law conversions. First, under state law LLC2
converts into S2, a corporation. Second,
under state law S1 converts into LLC1, a
domestic limited liability company. Under
§301.7701-3 of this chapter, LLC1 is
disregarded as an entity separate from its
owner, P. As a result of the two conversions,
S1 is deemed to transfer its assets to S2 in
exchange for all of the stock in S2 and then
distribute the S2 stock to P in complete
liquidation of S1. The two conversions,
viewed as a potential F reorganization,
constitute a mere change of S1, and that
potential F reorganization qualifies as a
reorganization under section 368(a)(1)(F).
The result would be the same if, instead of
converting into S2 pursuant to state law,

LLC2 elected under §301.7701-3(c) to
change its classification for federal tax
purposes and be treated as an association
taxable as a corporation, provided the
effective date of the election (and its resulting
deemed transactions) occurs before the
conversion of S1.

Example 12. Other acquiring corporation—
no mere change. The facts are the same facts
as in Example 11, except that S1 converts
into LLC1 prior to the conversion of LLC2
into S2. As a result of these conversions, S1
is deemed to distribute all of its assets to P
in exchange for all of P’s S1 stock, and P is
deemed to transfer all of those assets to S2
in exchange for all of the stock in S2. The
transaction does not qualify as a complete
liquidation of S1 under section 332 (because
of the reincorporation of S1’s assets), but
does qualify as a reorganization under
section 368(a)(1)(C) by reason of section
368(a)(2)(C) and paragraph (k) of this section.
Under paragraph (m)(1)(v) of this section, the
potential F reorganization in which the
former assets of S1 are deemed transferred,
first by S1 to P, and then by P to S2, is not
a mere change of S1 because section 381(a)
applies to P’s acquisition of property held by
S1 immediately before the potential F
reorganization. Furthermore, the corporation
in control of S2, within the meaning of
section 368(c), is a party to the reorganization
within the meaning of section 368(b). Thus,
the indirect transfer of property from S1 to
S2 does not qualify under section
368(a)(1)(F).

Example 13. Series of related
transactions—no mere change. X owns all of
the stock of T. P acquires all of the stock of
T in exchange for consideration consisting of
$50 cash and P voting stock with $50 value.
No election is made under section 338.
Immediately thereafter and as part of the
same plan, P forms S as a wholly-owned
subsidiary, and T is merged into S. Viewed
in isolation as a potential F reorganization,
the merger of T into S appears to constitute
a mere change of T. However, the acquisition
of the T stock by P and the merger of T into
S, viewed together, qualify as a
reorganization under section 368(a)(1)(A) by
reason of section 368(a)(2)(D). The step
transaction doctrine is applied treat the
transaction as a statutory merger of T into S
in exchange for $50 cash and $50 of P’s
voting stock (and S’s assumption of T’s
liabilities), P’s momentary ownership of T
stock is disregarded. Under paragraph
(m)(3)(@iv)(A) of this section, P, the
corporation in control of S, is a party to the
reorganization within the meaning of section
368(b). Thus, the transfer of property from T
to S does not qualify under section
368(a)(1)(F).

Example 14. Multiple transferor
corporations—no mere change. P owns all
the stock of S1 and S2. The management of
P determines it would be in the best interest
of S1 and S2 to operate as a single
corporation. P forms S3 and, under
applicable corporate law, S1 and S2
simultaneously merge into S3. Immediately
after the merger, P owns all the stock of S3.
Each of the mergers can be tested as a
potential F reorganization. However,
immediately after the simultaneous mergers,

the resulting corporation, S3, holds property
acquired from a corporation other than the
transferor corporation, and section 381(a)
would apply to the acquisition of such
property. Therefore, under paragraph
(m)(1)(vi) of this section, neither potential F
reorganization is a mere change, and neither
merger into S3 qualifies as a reorganization
under section 386(a)(1)(F). The result would
be different if the mergers were not
simultaneous. If S1 completed its merger into
S3 before S2 began its merger into S3, the
merger of S1 into S3 would qualify as a
reorganization under section 368(a)(1)(F), but
the merger of S2 into S3 would not so qualify
(although it would qualify as a reorganization
under sections 368(a)(1)(A) and 368(a)(1)(D)).

(5) Effective/Applicability Date. This
paragraph (m) applies to transactions
occurring on or after September 21,
2015.

§1.381(b)-1 [Amended]

m Par. 6. Section 1.381(b)-1 is amended
by removing the language in paragraph
(a)(1) “1.367(a)-1T(e)” and adding
“1.367(a)-1(e)” in its place.

John M. Dalrymple,

Deputy Commissioner for Services and
Enforcement.

Approved: September 9, 2015.
Mark J. Mazur,

Assistant Secretary of the Treasury (Tax
Policy).

[FR Doc. 2015-23603 Filed 9—18—15; 8:45 am]
BILLING CODE 4830-01-P

DEPARTMENT OF THE TREASURY

Office of Foreignh Assets Control

31 CFR Part 515

Cuban Assets Control Regulations

AGENCY: Office of Foreign Assets
Control, Treasury.

ACTION: Final rule.

SUMMARY: The Department of the
Treasury’s Office of Foreign Assets
Control (OFAC) is amending the Cuban
Assets Control Regulations to further
implement elements of the policy
announced by the President on
December 17, 2014 to engage and
empower the Cuban people. Among
other things, these amendments further
facilitate travel to Cuba for authorized
purposes (including authorizing by
general license the provision of carrier
services by vessel), expand the
telecommunications and Internet-based
services general licenses, authorize
certain persons subject to U.S.
jurisdiction to establish a physical
presence in Cuba, allow certain
additional persons subject to U.S.
jurisdiction to open and maintain bank



56916 Federal Register/Vol. 80,

No. 182/Monday, September 21, 2015/Rules and Regulations

accounts in Cuba to use for authorized
purposes, allow certain additional
financial transactions (including
removing the limit on donative
remittances to Cuba and unblocking
certain previously blocked remittances
and funds transfers), authorize all
persons subject to U.S. jurisdiction to
provide goods and services to Cuban
national individuals located outside of
Cuba, and allow a number of other
activities related to, among other areas,
legal services, imports of gifts sent to the
United States, and educational
activities. These amendments also
implement certain technical and
conforming changes.

DATES: Effective: September 21, 2015.

FOR FURTHER INFORMATION CONTACT: The
Department of the Treasury’s Office of
Foreign Assets Control: Assistant
Director for Licensing, tel.: 202—-622—
2480, Assistant Director for Policy, tel.:
202—-622-2746, Assistant Director for
Regulatory Affairs, tel.: 202-622-4855,
Assistant Director for Sanctions
Compliance & Evaluation, tel.: 202-622—
2490; or the Department of the
Treasury’s Office of the Chief Counsel
(Foreign Assets Control), Office of the
General Counsel, tel.: 202-622-2410.

SUPPLEMENTARY INFORMATION:

Electronic and Facsimile Availability

This document and additional
information concerning OFAC are
available from OFAC’s Web site
(www.treasury.gov/ofac). Certain general
information pertaining to OFAC’s
sanctions programs also is available via
facsimile through a 24-hour fax-on-
demand service, tel.: 202- 622—-0077.

Background

The Department of the Treasury
issued the Cuban Assets Control
Regulations, 31 CFR part 515 (the
“Regulations”), on July 8, 1963, under
the Trading With the Enemy Act (50
U.S.C. App. 5 et seq.). OFAC has
amended the Regulations on numerous
occasions.

Most recently, on January 16, 2015,
OFAC amended the Regulations, in a
coordinated action with the Department
of Commerce, to implement certain
policy measures announced by the
President on December 17, 2014 to
further engage and empower the Cuban
people (the “January 2015
amendments”). OFAC’s January 2015
amendments facilitated travel to Cuba
for authorized purposes, facilitated the
provision by travel agents and airlines
of authorized travel and carrier services
and the forwarding by certain entities of
authorized remittances, raised the limit
on certain categories of remittances to

Cuba, allowed U.S. financial institutions
to open correspondent accounts at
Cuban financial institutions to facilitate
the processing of authorized
transactions, authorized certain
transactions with Cuban nationals
located outside of Cuba, and allowed a
number of other activities related to,
among other areas, telecommunications,
financial services, trade, and shipping.
Today, OFAC and the Department of
Commerce are taking additional
coordinated actions in support of the
President’s Cuba policy. OFAC is
amending the Regulations to further
implement certain policy measures
announced by the President on
December 17, 2014 to engage and
empower the Cuban people. Among
other things, these amendments further
facilitate travel to Cuba for authorized
purposes (including authorizing by
general license the provision of carrier
services by vessel), expand the
telecommunications and Internet-based
services general licenses, authorize
certain persons subject to U.S.
jurisdiction to establish a physical
presence in Cuba to facilitate authorized
transactions, allow certain additional
persons subject to U.S. jurisdiction to
open and maintain bank accounts in
Cuba to use for authorized purposes,
allow certain additional financial
transactions (including removing the
limit on donative remittances to Cuba
and unblocking certain previously
blocked remittances and funds
transfers), authorize all persons subject
to U.S. jurisdiction to provide goods and
services to Cuban national individuals
located outside of Cuba, and allow a
number of other activities related to,
among other areas, legal services,
imports of gifts sent to the United
States, and educational activities. These
amendments also implement certain
technical and conforming changes.

Travel and Related Services

Carrier service by vessel and certain
lodging services. OFAC is amending
section 515.572 to authorize persons
subject to U.S. jurisdiction to provide
carrier services by vessel, without the
need for specific licenses from OFAGC,
and to add an authorization to provide
certain lodging services aboard such
vessels in connection with such
transportation. OFAC also is adding a
note to section 515.572 to clarify which
categories of persons may be transported
between Cuba and the United States.

Family visits. OFAC is amending
section 515.561 to allow persons subject
to U.S. jurisdiction and persons
traveling with them who share a
common dwelling as a family to visit a
close relative located in Cuba or

accompany a close relative traveling to
Cuba pursuant to sections 515.562
(official government business), 515.563
(journalistic activity), 515.564(a)
(professional research), 515.565(a)(1)
through (4) and (6) (educational
activities), 515.566 (religious activities),
515.575 (humanitarian projects), or
515.576 (activities of private
foundations or research or educational
institutes). OFAC is also removing a
restriction requiring that the authorized
traveler being visited or accompanied
must be in Cuba for more than 60 days
if that traveler is located in Cuba
pursuant to section 515.565(a)(1)—(4).
Bank accounts for authorized
travelers. OFAC is amending section
515.560 to allow all authorized travelers
to open and maintain bank accounts in
Cuba in order to access funds while
located in Cuba for authorized
transactions, and to close such accounts.

Telecommunications and Internet-
based Services

Subsidiaries, joint ventures, and other
business relationships with Cuban
individuals and entities. In order to
further enhance the free flow of
information to, from, and among the
Cuban people and to better provide
efficient and adequate
telecommunications services between
the United States and Cuba, OFAC is
amending sections 515.542 and 515.578
to authorize persons subject to U.S.
jurisdiction to establish and maintain a
business presence in Cuba, including
through subsidiaries, branches, offices,
joint ventures, franchises, and agency or
other business relationships with any
Cuban individual or entity, to provide
authorized telecommunications and
internet-based services. OFAC is also
authorizing persons subject to U.S.
jurisdiction to enter into licensing
agreements related to services
authorized by section 515.542(b)
through (d) and section 515.578(a), and
to market such services. OFAC is
amending section 515.505 to unblock
any entity, office, or other sub-unit
established pursuant to sections 515.542
and 515.578.

Mobile applications. To further
enhance the free flow of information to,
from, and among the Cuban people,
OFAC is adding a provision in section
515.578 to authorize the importation
into the United States of Cuban-origin
mobile applications. In addition, OFAC
is authorizing the employment of Cuban
nationals by persons subject to U.S.
jurisdiction to develop such mobile
applications.

Additional internet-based services
and services related to additional
authorized exports. In the January 2015
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amendments, OFAC authorized services
beyond those authorized in section
515.533 related to items exported
pursuant to the Commerce Department’s
License Exception Consumer
Communications Devices (CCD), certain
non-U.S.-origin items located outside
the United States, and certain software
not subject to the Export Administration
Regulations (15 CFR part 730 ef seq.).
These services include software design,
business consulting, information
technology management, and other
services to install, repair, and replace
such items. OFAC is amending section
515.578 to expand the permitted
services to include training related to
the installation, repair, or replacement
of such items. OFAC also is expanding
the authorization to extend to services
related to exports of consumer
communications devices not eligible for
License Exception CCD but authorized
pursuant to an individual license from
the Department of Commerce and to
services related to exports authorized
pursuant to the Commerce Department’s
License Exception Support for the
Cuban People (SCP) of certain
commodities and software that will be
used by individuals or private sector
entities to develop software that will
improve the free flow of information or
that will support certain private sector
activities. OFAC also is amending
section 515.578 to authorize persons
subject to U.S. jurisdiction to provide
services related to all such items that
were exported to Cuba from a third
country. OFAC is removing a restriction
relating to organizations administered or
controlled by the Government of Cuba
or the Cuban Communist Party with
respect to certain internet-based services
(such as instant messaging, chat and
email, and social networking)
authorized pursuant to section
515.578(a)(1), while maintaining this
restriction on provision of these services
to prohibited officials of the
Government of Cuba and prohibited
members of the Cuban Communist
Party.

Physical Presence in Cuba

Physical presence in Cuba for certain
persons. OFAC is amending section
515.573 to authorize certain persons
subject to U.S. jurisdiction to establish
a physical presence, such as an office or
other facility, in Cuba, to facilitate
authorized transactions. This
authorization covers the following:
news bureaus; exporters of goods
authorized for export pursuant to
sections 515.533 or 515.559; providers
of authorized mail and parcel
transmission services and cargo
transportation services; providers of

telecommunications or internet-based
services; entities organizing or
conducting certain educational
activities; religious organizations; and
providers of travel and carrier services.
In addition, OFAC is authorizing these
individuals and entities to open and
maintain bank accounts at financial
institutions in Cuba for use for
authorized transactions, and to close
such accounts. The prior provisions in
this section authorizing certain
transactions by news organizations have
been fully incorporated into the revised
section. OFAC is also amending section
515.505 to unblock any entity, office, or
other sub-unit established pursuant to
section 515.573, as well as to unblock
any individual authorized to establish
domicile in Cuba pursuant to section
515.573(a)(4).

Financial Transactions

Remittances. OFAC is amending
section 515.570(b) to remove the
limitation on donative remittances to
Cuban nationals who are not prohibited
officials of the Government of Cuba or
prohibited members of the Cuban
Communist Party. OFAC also is
amending section 515.560(c)(4)(i) to
remove the limitation on certain
authorized remittances that authorized
travelers may carry to Cuba, and section
515.560(d)(2) to remove the limitation
on the amount of remittances that a
Cuban national permanently resident in
Cuba who is departing the United States
may carry to Cuba.

Unblocking of certain previously
blocked remittances and funds
transfers. Prior to the January 2015
amendments, banks were required to
block remittances exceeding the then
$500 per quarter limit on authorized
periodic remittances to non-family
members. Following the January 2015
amendments, banks were required to
block remittances exceeding the revised
$2,000 per quarter limit on authorized
periodic remittances to non-family
members. OFAC is issuing a new
general license in section 515.570(h)
authorizing the unblocking and return
of such blocked remittances, provided
they would be authorized under the
current regulations. Similarly, OFAC is
adding a new general license in section
515.584(e) authorizing the unblocking
and return of previously blocked funds
transfers that could have been rejected
or processed pursuant to section
515.584(d)(1) or (d)(2) (certain wire
transfers), section 515.562(b) (official
business of the U.S. government, foreign
governments, and certain
intergovernmental organizations), or
section 515.579(b) (funds transfers for
third-country official missions and

certain intergovernmental
organizations), if those transfers could
be rejected or processed under current
regulations. Persons subject to U.S.
jurisdiction unblocking funds transfers
pursuant to these authorizations must
provide a report to OFAC within 10
business days from the date such funds
transfers are released.

Account access for Cuban nationals
present in the United States. Section
515.571 previously authorized
depository institutions to open and
maintain accounts for a Cuban national
who was present in the United States in
a non-immigrant status or pursuant to
other non-immigrant travel
authorization, subject to the
requirement that accounts not closed
prior to the departure of the Cuban
national from the United States be
blocked. OFAC is amending section
515.571 to add an authorization for
depository institutions to maintain these
accounts while the Cuban-national
account holder is located outside the
United States, provided that the account
holder may only access the account
while lawfully present in the United
States. In addition, prior to today’s
amendments, section 515.571
established a $250 cap on payments
from blocked accounts held by Cuban
nationals in the United States in a non-
immigrant status to use for living
expenses. OFAC is amending section
515.571 to remove this cap to more
adequately allow Cuban nationals
lawfully present in the United States to
access sufficient funds for living
expenses or other transactions
ordinarily incident to their presence in
the United States in a non-immigrant
status or pursuant to other non-
immigrant travel authorization issued
by the U.S. government.

Remittances from Cuba to the United
States. OFAC is adding a new general
license in section 515.587 authorizing
remittances from Cuba or from certain
Cuban nationals located in third
countries to the United States. OFAC is
making a conforming change to section
515.572(a)(3) to authorize banking
institutions, including U.S.-registered
brokers and dealers in securities and
U.S.-registered money transmitters, to
provide services in connection with the
receipt of such remittances.

Estate-related transactions. Prior to
today’s amendments, a specific license
was required for certain estate-related
transactions that were not generally
licensed, including to unblock shares of
a Cuban estate for a U.S. beneficiary and
remit the estate of a person subject to
U.S. jurisdiction to a Cuban national
who is not a close relative. OFAC is now
expanding a general license in section
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515.523 related to administering
decedents’ estates and a general license
in section 515.570(f) to allow the
unblocking of, and remittances related
to, estates in which a Cuban national
has an interest. OFAC is removing
section 515.522 and substantially
revising section 515.524 because most
transactions previously described in
those sections are now authorized by
general license. OFAC is also making
conforming edits to sections 515.407
and 515.525.

Commercial Transactions

Provision of goods and services to
Cuban nationals located in a third
country. OFAC is amending section
515.585 to expand the existing
authorization to allow all persons
subject to U.S. jurisdiction to provide
goods and services to Cuban national
individuals located in a third country.
In addition, OFAC is adding an
authorization to allow banking
institutions to open, maintain, and close
bank accounts for such Cuban nationals.

Other Amendments

Legal services. OFAC is amending
section 515.512 to generally authorize
receipt of payment for the provision of
authorized legal services to Cuba or a
Cuban national other than prohibited
officials of the Government of Cuba and
prohibited members of the Cuban
Communist Party. In addition, recent
amendments to certain OFAC sanctions
programs have included general licenses
authorizing payments from funds
outside the United States for legal
services provided to blocked
individuals, subject to certain
conditions. OFAC is adding this general
license in section 515.512(e) to
authorize payments from outside the
United States for the provision of
authorized legal services to or on behalf
of prohibited officials of the
Government of Cuba and prohibited
members of the Cuban Communist
Party. OFAC also is adding a new
authorization in section 515.588 to
permit persons subject to U.S.
jurisdiction to receive, and make
payments for, certain legal services from
Cuba or Cuban nationals, subject to
certain conditions.

Gift imports sent to the United States.
OFAC is amending section 515.544 to
generally authorize the importation into
the United States of merchandise from
Cuba or Cuban-origin merchandise from
a third country intended as gifts
provided that the value of the
merchandise is not more than $100, the
merchandise is of a type and in
quantities normally given as gifts
between individuals, the merchandise is

sent and not carried by a traveler, and
the merchandise is not alcohol or
tobacco products.

Educational activities. OFAC is
expanding the general license in section
515.565 to allow additional educational
activities that are authorized in other
sanctions programs administered by
OFAG, including the provision of
standardized testing services and
internet-based courses to Cuban
nationals, as well as to authorize U.S.
and Cuban universities to engage in
academic exchanges and joint non-
commercial academic research.

Ordinarily incident transactions.
OFAC is issuing interpretive guidance
in new section 515.421 to clarify that,
with certain exceptions, transactions
ordinarily incident to a licensed
transaction and necessary to give effect
thereto are also authorized. In response
to public inquiries, OFAC is providing
a specific example in this section to
clarify that ordinarily incident
transactions include payments made
using online payment platforms for
authorized transactions.

Air ambulances and emergency
medical services. OFAC has had a
favorable specific licensing policy and
has authorized on a case-by-case and
expedited basis air ambulances to travel
to and from Cuba and to evacuate
individuals requiring medical care. In
such exigent circumstances, OFAC has
allowed U.S. medical and other
essential personnel to provide services
to individual travelers in need of
medical attention, regardless of
nationality or the purpose of the
individual’s travel to Cuba. OFAC is
amending section 515.548 to generally
authorize such services. To clarify the
availability of nonscheduled emergency
medical services in the United States,
OFAGC also is adding a new general
license in section 515.589.

Humanitarian projects. OFAC is
amending section 515.575 to explicitly
include disaster relief and historical
preservation as authorized humanitarian
projects.

Cuban official missions. OFAC is
amending section 515.586 to authorize
funds transfers on behalf of official
missions of the Government of Cuba in
the United States.

Technical and Conforming
Amendments. OFAC also is making a
number of technical and conforming
amendments. Among other things,
OFAC is amending sections 515.533(d)
and 515.559(d) to make explicit that
those authorizations extend to such
additional transactions as are directly
incident to the installation in Cuba of
items consistent with the export or
reexport licensing policy of the

Department of Commerce, and
amending section 515.533(d) by
removing the reference to “sales” to
clarify that the authorization applies to
transactions related to donated exports.
OFAC is amending section 515.550 to
waive vessel restrictions for vessels
engaging in authorized trade in imports,
including those from Cuban
entrepreneurs, and carrying persons
engaging in authorized travel between
the United States and Cuba, and making
a conforming change to the Note to
section 515.207.

Public Participation

Because the amendments of the
Regulations involve a foreign affairs
function, Executive Order 12866 and the
provisions of the Administrative
Procedure Act (5 U.S.C. 553) requiring
notice of proposed rulemaking,
opportunity for public participation,
and delay in effective date are
inapplicable. Because no notice of
proposed rulemaking is required for this
rule, the Regulatory Flexibility Act (5
U.S.C. 601-612) does not apply.

Paperwork Reduction Act

The collections of information related
to the Regulations are contained in 31
CFR part 501 (the “Reporting,
Procedures and Penalties Regulations™)
and section 515.572 of this part.
Pursuant to the Paperwork Reduction
Act of 1995 (44 U.S.C. 3507), those
collections of information will be
covered by the Office of Management
and Budget under control numbers
1505-0164, 1505—0167, and 1505—0168.
An agency may not conduct or sponsor,
and a person is not required to respond
to, a collection of information unless the
collection of information displays a
valid control number.

List of Subjects in 31 CFR Part 515

Administrative practice and
procedure, Banking, Blocking of assets,
Carrier services, Cuba, Financial
transactions, Remittances, Reporting
and recordkeeping requirements,
Telecommunications, Travel
restrictions.

For the reasons set forth in the
preamble, the Department of the
Treasury’s Office of Foreign Assets
Control amends 31 CFR part 515 as set
forth below:

PART 515—CUBAN ASSETS
CONTROL REGULATIONS

m 1. The authority citation for part 515
continues to read as follows:
Authority: 22 U.S.C. 2370(a), 6001-6010,

7201-7211; 31 U.S.C. 321(b); 50 U.S.C. App
1-44; Pub. L. 101-410, 104 Stat. 890 (28
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U.S.C. 2461 note); Pub. L. 104-114, 110 Stat.
785 (22 U.S.C. 6021-6091); Pub. L. 105-277,
112 Stat. 2681; Pub. L. 111-8, 123 Stat. 524;
Pub. L. 111-117, 123 Stat. 3034; E.O. 9193,

7 FR 5205, 3 CFR, 1938-1943 Comp., p. 1174;
E.O. 9989, 13 FR 4891, 3 CFR, 1943-1948
Comp., p. 748; Proc. 3447, 27 FR 1085, 3
CFR, 1959-1963 Comp., p. 157; E.O. 12854,
58 FR 36587, 3 CFR, 1993 Comp., p. 614.

Subpart B—Prohibitions

m 2. Amend § 515.207 by revising the
Note to §515.207 to read as follows.

§515.207 Entry of vessels engaged in
trade with Cuba.

* * * * *

Note to § 515.207: For the waiver of the
prohibitions contained in this section for
vessels engaged in certain trade and travel
with Cuba, see §515.550.

Subpart D—Interpretations
m 3. Revise § 515.407 to read as follows.

§515.407 Administration of blocked
estates of decedents.

With respect to transactions incident
to the administration of the blocked
estate of a decedent, including the
appointment and qualification of
personal representatives, the collection
and liquidation of assets, the payment of
claims, and distribution to beneficiaries,
attention is directed to § 515.523, which
authorizes all transactions incident to
the administration and distribution of
the assets of blocked estates of
decedents.

m 4. Amend § 515.415 by revising
paragraph (b) to read as follows:

§515.415 Travel to Cuba; transportation of
certain Cuban nationals.
* * * * *

(b) Transactions incident to the travel
to the United States of Cuban nationals
who are traveling other than in a non-
immigrant status or pursuant to other
non-immigrant travel authorization
issued by the U.S. government are not
authorized under the provisions of
§515.571.

* * * * *

m 5. Add §515.421 to subpart D to read
as follows:

§515.421 Transactions ordinarily incident
to a licensed transaction.

(a) Any transaction ordinarily
incident to a licensed transaction and
necessary to give effect thereto is also
authorized, except:

(1) A transaction by or with a
prohibited official of the Government of
Cuba, as defined in §515.337, or a
prohibited member of the Cuban
Communist Party, as defined in
§515.338, where the terms of the

applicable general or specific license
expressly exclude transactions with
such persons;

(2) A transaction involving a debit to
a blocked account or a transfer of
blocked property that is not explicitly
authorized within the terms of the
license;

(3) A transaction prohibited by
§515.208; or

(4) In the case of export or reexport-
related transactions authorized by
§515.533(a), payment or financing that
is not explicitly authorized by that
section.

Note to paragraph (a)(4): See
§515.533(a)(2) for payment and financing
terms for exportations or reexportations
authorized pursuant to §515.533.

(b) Examples. (1) A specific license
authorizing a person to complete a
securities sale involving Cuban
Company A, whose property and
interests in property are blocked
pursuant to this part, also authorizes
other persons to engage in activities that
are ordinarily incident and necessary to
complete the sale, including
transactions by the buyer, broker,
transfer agents, and banks.

(2) A general license authorizing a
person to import certain goods from
independent Cuban entrepreneurs also
authorizes funds transfers or payments
that are ordinarily incident to the
importation, including payments made
using online payment platforms.

Subpart E—Licenses, Authorizations,
and Statements of Licensing Policy

m 6. Amend § 515.502 by revising
paragraph (b) to read as follows:

§515.502 Effect of subsequent license or
authorization.
* * * * *

(b) No regulation, ruling, instruction,
or license authorizes a transaction
prohibited under this part unless the
regulation, ruling, instruction, or license
is issued by the Treasury Department
and specifically refers to this part.

m 7. Amend § 515.505 by revising
paragraphs (a)(2) and (3) and adding
paragraphs (a)(4) and (5) to read as
follows:

§515.505 Certain Cuban nationals
unblocked.

(a] * * %

(2) Any individual national of Cuba
who has taken up permanent residence
outside of Cuba, provided that the
required documentation specified in
paragraph (c) of this section is obtained
and the individual is not a prohibited
official of the Government of Cuba, as
defined in § 515.337, or a prohibited

member of the Cuban Communist Party,
as defined in §515.338;

(3) Any entity that otherwise would
be a national of Cuba solely because of
the interest therein of one or more
persons licensed in this paragraph (a) as
an unblocked national;

(4) Any entity, office, or other sub-
unit authorized pursuant to §§515.542,
515.573, or 515.578; and

(5) Any individual authorized to
establish domicile in Cuba pursuant to
§515.573(a)(4).

* * * * *

m 8. Revise §515.512 to read as follows:

§515.512 Provision of certain legal
services authorized.

(a) The provision of the following
legal services to or on behalf of Cuba or
a Cuban national is authorized,
provided that receipt of payment of
professional fees and reimbursement of
incurred expenses must be authorized
by or pursuant to paragraph (d) or (e) of
this section, or otherwise authorized
pursuant to this part:

(1) Provision of legal advice and
counseling on the requirements of and
compliance with the laws of the United
States or any jurisdiction within the
United States, provided that such advice
and counseling are not provided to
facilitate transactions in violation of this
part;

(2) Representation of persons named
as defendants in or otherwise made
parties to legal, arbitration, or
administrative proceedings before any
U.S. federal, state, or local court or
agency;

(3) Initiation and conduct of legal,
arbitration, or administrative
proceedings before any U.S. federal,
state, or local court or agency;

(4) Representation of persons before
any U.S. federal, state, or local court or
agency with respect to the imposition,
administration, or enforcement of U.S.
sanctions against such persons; and

(5) Provision of legal services in any
other context in which prevailing U.S.
law requires access to legal counsel at
public expense.

(b) The provision of any other legal
services to Cuba or a Cuban national,
not otherwise authorized in this part,
requires the issuance of a specific
license.

(c) Entry into a settlement agreement
or the enforcement of any lien,
judgment, arbitral award, decree, or
other order through execution,
garnishment, or other judicial process
purporting to transfer or otherwise alter
or affect property in which Cuba or a
Cuban national has had an interest at
any time on or since 12:01 a.m., Eastern
Standard Time, July 8, 1963, is



56920 Federal Register/Vol. 80,

No. 182/Monday, September 21, 2015/Rules and Regulations

prohibited unless licensed pursuant to
this part.

(d) Receipts of payment—(1) Legal
services to or on behalf of certain
blocked persons. All receipts of
payment of professional fees and
reimbursement of incurred expenses for
the provision of legal services
authorized pursuant to paragraph (a) of
this section to or on behalf of a
prohibited official of the Government of
Cuba, as defined in §515.337, or a
prohibited member of the Cuban
Communist Party, as defined in
§515.338, must be specifically licensed
or otherwise authorized pursuant to
§515.512(e), which authorizes certain
payments from funds originating
outside the United States.

(2) Legal services to or on behalf of all
others. All receipts of payment of
professional fees and reimbursement of
incurred expenses for the provision of
legal services authorized pursuant to
paragraph (a) of this section to or on
behalf of Cuba or a Cuban national,
other than those described in paragraph
(d)(1) of this section, are authorized,
except that nothing in this section
authorizes the debiting of any blocked
account or the transfer of any blocked
property.

(e) Payments for legal services from
funds originating outside the United
States authorized. Receipts of payment
of professional fees and reimbursement
of incurred expenses for the provision of
legal services authorized pursuant to
§515.512(a) to or on behalf of a
prohibited official of the Government of
Cuba, as defined in §515.337, or a
prohibited member of the Cuban
Communist Party, as defined in
§515.338, are authorized from funds
originating outside the United States,
provided that:

(1) The funds received by persons
subject to U.S. jurisdiction as payment
of professional fees and reimbursement
of incurred expenses for the provision of
legal services authorized pursuant to
paragraph (a) of this section do not
originate from:

(i) A source within the United States;

(ii) Any source, wherever located,
within the possession or control of a
person subject to U.S. jurisdiction; or

(iii) Any person, other than the person
on whose behalf the legal services
authorized pursuant to paragraph (a) of
this section are to be provided, whose
property and interests in property are
blocked pursuant to any part of this
chapter other than part 515.

(2) Reports. (i) Persons subject to U.S.
jurisdiction who receive payments in
connection with legal services
authorized pursuant to paragraph (a) of
this section must submit annual reports

no later than 30 days following the end
of the calendar year during which the
payments were received providing
information on the funds received. Such
reports shall specify:

(A) The individual or entity from
whom the funds originated and the
amount of funds received; and

(B) If applicable:

(1) The names of any individuals or
entities providing related services to the
person subject to U.S. jurisdiction
receiving payment in connection with
authorized legal services, such as
private investigators or expert
witnesses;

(2) A general description of the
services provided; and

(3) The amount of funds paid in
connection with such services.

(ii) The reports, which must reference
this section, are to be mailed to:
Department of the Treasury, Office of
Foreign Assets Control, Attn: Licensing
Division, 1500 Pennsylvania Avenue
NW., Annex, Washington, DC 20220.

Note 1 to § 515.512: Persons subject to U.S.
jurisdiction who receive payments in
connection with legal services authorized
pursuant to § 515.512(a) do not need to
obtain specific authorization to contract for
related services that are ordinarily incident to
the provision of those legal services, such as
those provided by private investigators or
expert witnesses, or to pay for such services.
This does not authorize the hiring of Cuban
nationals. Additionally, persons subject to
U.S. jurisdiction do not need to obtain
specific authorization to provide related
services that are ordinarily incident to the
provision of legal services authorized
pursuant to § 515.512(a).

Note 2 to §515.512: See §§515.527 and
515.528 for general licenses authorizing fees
due to attorneys in connection with certain
intellectual property-related transactions. See
§515.588 for a general license authorizing
the receipt of, and payment for, certain legal
services from Cuba or a Cuban national.

§515.522 [Removed and Reserved]

m 9. Remove and reserve § 515.522.

m 10. Revise §515.523 toread as
follows:

§515.523 Transactions incident to the
administration of decedents’ estates.

All transactions incident to the
administration and distribution of the
assets of a blocked estate of a decedent
are authorized. Such transactions
include the appointment and
qualification of a personal
representative in the United States or
Cuba, collection and preservation of
assets by a personal representative and
associated fees, payment of funeral
expenses and expenses of the last
illness, transfer of title, and distribution

of assets pursuant to a valid
testamentary disposition or intestate
succession. All property distributed
pursuant to this section is unblocked,
provided that neither Cuba nor a Cuban
national (other than the decedent or a
person unblocked pursuant to
§515.505) has an interest in the
property.

Note to §515.523: See §515.570(f)(1) for a
general license authorizing funds deposited
in a blocked bank account in a banking
institution, as defined in §515.314, as a
result of certain administration of decedents’
estates to be remitted to a national of Cuba.

m 11. Amend § 515.524 by revising
paragraphs (a) and (b), removing
paragraph (c), redesignating paragraph
(d) as paragraph (c), and adding a Note
to paragraph (b) to read as follows:

§515.524 Payment from and transactions
in the administration of certain trusts.

(a) Any bank or trust company
incorporated under the laws of the
United States, or of any State, territory,
possession, or district of the United
States, or any private bank subject to
supervision and examination under the
banking laws of any State of the United
States, acting as trustee of a trust created
by gift, donation, or bequest and
administered in the United States, in
which one or more persons who are
designated nationals have an interest,
beneficial or otherwise, or are co-
trustees, is hereby authorized to engage
in the following transactions:

(1) Payments of distributive shares of
principal or income to all persons
legally entitled thereto.

(2) Other transactions arising in the
administration of such trust which
might be engaged in if no Cuban
national were a beneficiary or co-trustee
of such trust.

(b) This section does not authorize a
trustee to engage in any other
transaction at the request, or upon the
instructions, of any beneficiary or co-
trustee of such trust or other person who
is a Cuban national.

Note to paragraph (b): See §515.523 for a
general license authorizing transactions
incident to the administration of decedents’
estates. See §515.570(f)(1) for a general
license authorizing funds deposited in a
blocked bank account in a banking
institution as a result of certain
administration of decedents’ estates to be
remitted to a national of Cuba.

* * * * *

W 12. Revise § 515.525 to read as
follows:
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§515.525 Certain transfers as a
consequence of the existence or change of
marital status authorized.

Any transfer of any dower, curtesy,
community property, or other interest of
any nature whatsoever, provided that
such transfer arises solely as a
consequence of the existence or change
of marital status, is authorized.

m 13. Amend § 515.533 by revising
paragraph (d) to read as follows:

§515.533 Exportations from the United
States to Cuba; reexportations of 100%
U.S.-origin items to Cuba; negotiation of
executory contracts.

* * * * *

(d) General license for travel-related
transactions incident to exportation or
reexportation of certain items. The
travel-related transactions set forth in
§515.560(c) and such additional
transactions as are directly incident to
the conduct of market research,
commercial marketing, sales
negotiation, accompanied delivery,
installation, or servicing in Cuba of
items consistent with the export or
reexport licensing policy of the
Department of Commerce are
authorized, provided that the traveler’s
schedule of activities does not include
free time or recreation in excess of that

consistent with a full-time schedule.
* * * * *

m 14. Amend § 515.542 by revising
paragraph (a), redesignating paragraphs
(e), (f), (g), and (h) as paragraphs (g), (h),
(i), and (j), adding new paragraphs (e)
and (f), and revising Notes 1 and 2 to
§515.542 to read as follows:

§515.542 Mail and telecommunications-
related transactions.

(a) All transactions, including
payments, incident to the receipt or
transmission of mail and parcels
between the United States and Cuba are
authorized, provided that the
importation or exportation of such mail
and parcels is exempt from or
authorized pursuant to this part.

* * * * *

(e) Persons subject to U.S. jurisdiction
are authorized to enter into licensing
agreements related to services
authorized by paragraphs (b) through (d)
of this section, and to market such
services.

(f) Except for transactions prohibited
by §515.208, persons subject to U.S.
jurisdiction are authorized to engage in
all transactions necessary to establish
and maintain a business presence in
Cuba, including through subsidiaries,
branches, offices, joint ventures,
franchises, and agency or other business
relationships with any Cuban national,
and to enter into all necessary

agreements or arrangements with such
entity or individual, for the purpose of
engaging in the activities authorized in
paragraphs (b) through (e) of this
section.

* * * * *

Note 1 to § 515.542: For an authorization
of travel-related transactions that are directly
incident to the conduct of market research,
commercial marketing, sales negotiation,
accompanied delivery, installation, or
servicing in Cuba of items consistent with the
export or reexport policy of the Department
of Commerce, see §515.533(d). For an
authorization of travel-related transactions
that are directly incident to participation in
professional meetings, including where such
meetings relate to telecommunications
services or other activities authorized by
paragraphs (b) through (f) of this section, see
§515.564(a).

Note 2 to § 515.542: For a general license
authorizing a physical presence in Cuba for
certain persons, see §515.573. For an
authorization of certain internet-related
services, see §515.578.

m 15. Revise § 515.544 to read as
follows:

§515.544 Certain gifts sent to the United
States.

The importation into the United
States of merchandise from Cuba or
Cuban-origin merchandise from a third
country intended as gifts is authorized,
provided that the value of the
merchandise is not more than $100; the
merchandise is of a type and in
quantities normally given as gifts
between individuals; the merchandise is
sent and not carried by a traveler
(including as accompanied or
unaccompanied baggage); and the
merchandise is not alcohol or tobacco
products.

Note to § 515.544: See §515.533 for a
general license authorizing transactions
ordinarily incident to exports of items from
the United States that are licensed or
otherwise authorized by the Department of
Commerce, which may include gifts sent to
Cuba.

m 16. Revise § 515.548 toread as
follows:

§515.548 Overflight payments, emergency
landings, and air ambulance services
authorized.

(a) The receipt of, and payment of
charges for, services rendered by Cuba
or a Cuban national in connection with
overflights of Cuba or emergency
landings in Cuba by aircraft registered
in the United States or owned or
controlled by, or chartered to, persons
subject to U.S. jurisdiction are
authorized.

(b) Persons subject to U.S. jurisdiction
are authorized to engage in all

transactions necessary to provide air
ambulance and related medical services,
including medical evacuation from
Cuba, for individual travelers in Cuba,
regardless of nationality or the purpose
of the individual’s travel to Cuba.

Note to paragraph (b): Persons providing
air ambulance services authorized by
paragraph (b) are authorized to carry persons
who are close relatives, as defined in
§515.539, of the subject of the evacuation.

m 17. Amend § 515.550 by revising
paragraphs (a), (c), and (d), adding a
Note to paragraph (a), removing the
Note to paragraph (d), and adding
paragraph (e) to read as follows:

§515.550 Certain vessel transactions
authorized.
* * * * *

(a) Engaging or has engaged in trade
with Cuba authorized pursuant to this
part;

Note to paragraph (a): The authorization in
this paragraph includes, for example, trade
with Cuba authorized pursuant to §§515.533,
515.559, or 515.582, or by specific license.

* * * * *

(c) Engaging or has engaged in the
exportation or re-exportation to Cuba
from a third country of agricultural
commodities, medicine, or medical
devices that would be designated as
EAR99 under the Export Administration
Regulations (15 CFR parts 730 through
774), if they were located in the United
States;

(d) A foreign vessel that has entered
a port or place in Cuba while carrying
students, faculty, and staff that are
authorized to travel to Cuba pursuant to
§515.565(a); or

(e) Carrying or has carried persons
between the United States and Cuba or
within Cuba pursuant to the
authorization in § 515.572(a)(2) or, in
the case of a vessel used solely for
personal travel (and not transporting
passengers), pursuant to a license or
other authorization issued by the
Department of Commerce for the
exportation or reexportation of the
vessel to Cuba.

m 18. Amend § 515.559 by revising
paragraph (d) and Note 2 to §515.559 to
read as follows:

§515.559 Certain export and import
transactions by U.S.-owned or -controlled
foreign firms.

* * * * *

(d) General license. Travel-related
transactions set forth in § 515.560(c) and
such other transactions as are directly
incident to market research, commercial
marketing, sales negotiation,
accompanied delivery, installation, or
servicing of exports that are consistent
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with the licensing policy under
paragraph (a) of this section are
authorized, provided that the traveler’s
schedule of activities does not include
free time or recreation in excess of that

consistent with a full-time schedule.
* * * * *

Note 2 to §515.559: See §515.585 for
provisions related to certain transactions by
persons subject to U.S. jurisdiction with
certain Cuban nationals in third countries.

m 19. Amend § 515.560 by revising
paragraph (c)(4), adding paragraph (c)(6)
and a Note to paragraph (c)(6), and
revising paragraph (d)(2) to read as
follows:

§515.560 Travel-related transactions to,
from, and within Cuba by persons subject
to U.S. jurisdiction.

* * * * *

(C) * ok %

(4) Carrying remittances to Cuba. The
carrying to Cuba of any remittances that
the licensed traveler is authorized to
remit pursuant to §515.570 is
authorized, provided that no
emigration-related remittances
authorized by § 515.570(e) are carried to
Cuba unless a U.S. immigration visa has
been issued for each payee and the
licensed traveler can produce the visa
recipients’ full names, dates of birth,
visa numbers, and visa dates of

issuance.
* * * * *

(6)(i) Opening and maintaining bank
accounts. All transactions incident to
the opening and maintenance of
accounts, including the deposit of funds
in such accounts by wire transfer, at a
financial institution in Cuba are
authorized, provided that such accounts
are used only while the traveler is
located in Cuba and for the purpose of
accessing funds in Cuba for transactions
authorized pursuant to, or exempt from,
this part.

(ii) Closing bank accounts. All
transactions incident to the closing of
accounts opened pursuant to the
authorization in paragraph (c)(6)(i) of
this section are authorized, provided
that any transfer of funds may only be
effected by wire transfer to an account
maintained at a depository institution,
as defined in § 515.533, that is a person
subject to U.S. jurisdiction.

Note to paragraph (c)(6): Account(s)
authorized by this general license may only
be accessed while the account holder is
located in Cuba for travel authorized
pursuant to this part. The account(s) may not
be accessed or utilized by the account holder
unless the account holder is located in Cuba
and is engaging in authorized transactions.
The account(s) may be maintained but not
accessed while the account holder is located

outside of Cuba other than for the purpose of
funding or closing the bank account as
authorized in paragraph (c)(6).

(d) * % %

(2) Funds received as remittances
pursuant to § 515.570 by the Cuban
national during his or her stay in the
United States; and

* * * * *

m 20. Amend §515.561 by revising
paragraph (a) to read as follows:

§515.561 Family visits.

(a) General license. Persons subject to
the jurisdiction of the United States and
persons traveling with them who share
a common dwelling as a family with
them are authorized to engage in the
travel-related transactions set forth in
§515.560(c) and such additional
transactions as are directly incident to:
visiting a close relative, as defined in
§515.339, who is a national of Cuba or
a person ordinarily resident in Cuba; or
visiting a close relative located in Cuba
or accompanying a close relative
traveling to Cuba pursuant to the
authorizations in §515.562 (official
government business), §515.563
(journalistic activity), § 515.564(a)
(professional research), § 515.565(a)(1)
through (4) and (6) (educational
activities), § 515.566 (religious
activities), § 515.575 (humanitarian
projects), or § 515.576 (activities of
private foundations or research or
educational institutes).

Note to paragraph (a): Each person relying
on the general authorization in this
paragraph must retain specific records
related to the authorized travel transactions.
See §§501.601 and 501.602 of this chapter
for applicable recordkeeping and reporting
requirements.

* * * * *

m 21. Amend § 515.565 by:

m a. Revising the introductory text to
paragraph (a);

m b. Revising the Note to paragraph
(a)(5);

m c. Revising paragraph (a)(7);

m d. Redesignating paragraphs (a)(8) and
(9) as (a)(11) and (12);

m e. Adding new paragraphs (a)(8), (9),
and (10);

m f. Revising newly redesignated
paragraphs (a)(11) and (12);

m g. Revising Notes 1 and 2 to paragraph
(a); and

m h. Adding Note 3 to paragraph (a) to
read as follows:

§515.565 Educational activities.

(a) General license for educational
activities. Persons subject to U.S.
jurisdiction, including U.S. academic
institutions and their faculty, staff, and
students, are authorized to engage in

transactions, including the travel-related
transactions set forth in § 515.560(c),
that are related to the following
activities:

* * * * *

Note to paragraph (a)(5): See §515.571(a)
for authorizations related to certain banking
transactions by Cuban nationals present in
the United States in a non-immigrant status
or pursuant to other non-immigrant travel
authorization issued by the U.S. government.

* * * * *

(7) Sponsorship or co-sponsorship of
non commercial academic seminars,
conferences, symposia, and workshops
related to Cuba or global issues
involving Cuba and attendance at such
events by faculty, staff, and students of
a participating U.S. academic
institution;

(8) Establishment of academic
exchanges and joint non-commercial
academic research projects with
universities or academic institutions in
Cuba;

(9) Provision of standardized testing
services, including professional
certificate examinations, university
entrance examinations, and language
examinations, and related preparatory
services for such exams, to Cuban
nationals, wherever located;

(10) Provision of internet-based
courses, including distance learning and
Massive Open Online Courses, to Cuban
nationals, wherever located, provided
that the course content is at the
undergraduate level or below; or

(11) The organization of, and
preparation for, activities described in
paragraphs (a)(1) through (10) of this
section by employees or contractors of
the sponsoring organization that is a
person subject to U.S. jurisdiction;

(12) Facilitation by an organization
that is a person subject to U.S.
jurisdiction, or a member of the staff of
such an organization, of licensed
educational activities in Cuba on behalf
of U.S. academic institutions or
secondary schools, provided that:

(i) The organization is directly
affiliated with one or more U.S.
academic institutions or secondary
schools; and

(ii) The organization facilitates
educational activities that meet the
requirements of one or more of the
general licenses set forth in
§515.565(a)(1), (2), (3), and (6).

Note 1 to paragraph (a): See §515.560(c)(6)
for an authorization for individuals to open
and maintain accounts at Cuban financial
institutions; see § 515.573 for an
authorization for entities conducting
educational activities authorized by
§515.565(a) to establish a physical presence
in Cuba, including an authorization to open
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and maintain accounts at Cuban financial
institutions.

Note 2 to paragraph (a): The authorization
in this paragraph extends to adjunct faculty
and part-time staff of U.S. academic
institutions. A student enrolled in a U.S.
academic institution is authorized pursuant
to §515.565(a)(1) to participate in the
academic activities in Cuba described above
through any sponsoring U.S. academic
institution.

Note 3 to paragraph (a): The export or
reexport to Cuba of goods (including
software) or technology subject to the Export
Administration Regulations (15 CFR parts
730 through 774) may require separate
authorization from the Department of
Commerce.

* * * * *

m 22. Amend § 515.566 by revising the
Note to §515.566 to read as follows:

§515.566 Religious activities in Cuba.

* * * * *

Note to § 515.566: See §515.573 for an
authorization permitting religious
organizations engaging in activities
authorized pursuant to this section to
establish a physical presence in Cuba,
including an authorization to open and
maintain accounts at Cuban financial
institutions.

m 23. Amend § 515.570 by revising
paragraphs (b) and (f)(1), redesignating
paragraph (h) as paragraph (i), adding
new paragraph (h), and revising Note 2
to §515.570 to read as follows:

§515.570 Remittances.
* * * * *

(b) Donative remittances to Cuban
nationals authorized. Persons subject to
the jurisdiction of the United States are
authorized to make donative
remittances to Cuban nationals,
provided that:

(1) The remittances are not made from
a blocked source;

(2) The recipient is not a prohibited
official of the Government of Cuba, as
defined in §515.337, or a prohibited
member of the Cuban Communist Party,
as defined in §515.338;

(3) The remittances are not made for
emigration-related purposes.
Remittances for emigration-related
purposes are addressed by paragraph (e)
of this section; and

(4) The remitter, if an individual, is 18
years of age or older.

* * * * *
* % %

(1) Funds deposited in a blocked
account in a banking institution, as
defined in § 515.314, in the United
States held in the name of, or in which
the beneficial interest is held by, a
national of Cuba as a result of a valid

testamentary disposition, intestate
succession or payment from a life
insurance policy or annuity contract
triggered by the death of the policy or
contract holder may be remitted to that
national of Cuba, provided that the
remittances are not made for emigration-
related purposes. Remittances for
emigration-related purposes are
addressed by paragraph (e) of this
section .

* * * * *

(h) Unblocking of certain previously
blocked remittances authorized.
Banking institutions, as defined in
§515.314, are authorized to engage in
all transactions necessary to unblock
and return remittances if they would
have qualified as authorized had they
been sent under current paragraph (b) of
this section, provided that persons
subject to U.S. jurisdiction unblocking
remittances originally blocked on or
after August 25, 1997 pursuant to this
section must submit a report to the
Department of the Treasury, Office of
Foreign Assets Control, Attn: Sanctions
Compliance & Evaluation Division, 1500
Pennsylvania Avenue NW., Annex,
Washington, DC 20220 within 10
business days from the date such
remittances are released. Such reports
shall include the following:

(1) Where available, a copy of the
original blocking report filed with
OFAC pursuant to § 501.603(b)(1) of this
chapter.

(2) The date the unblocked remittance
was released;

(3) The amount of funds unblocked;

(4) The name of the party to whom the
remittance was released; and

(5) A reference to this section as the
legal authority under which the
remittance was unblocked and returned.
* * * * *

Note 2 to § 515.570: For the rules relating
to the carrying of remittances to Cuba, see
§515.560(c)(4). See §515.572 for an
authorization related to the collection,
forwarding, or receipt of certain remittances
to or from Cuba.

m 24. Amend § 515.571 by revising the
Note to paragraph (a)(5), redesignating
paragraphs (b) and (c) as paragraphs (c)
and (d), adding new paragraph (b), and
revising redesignated paragraph (c) to
read as follows:

§515.571 Certain transactions incident to
travel to, from, and within the United States
by Cuban nationals.

* * * * *

Note to paragraph (a)(5): This paragraph
authorizes depository institutions, as defined
in §515.333, to open and maintain accounts
solely in the name of a Cuban national who
is present in the United States in a non-

immigrant status or pursuant to other non-
immigrant travel authorization for use while
the Cuban national is located in the United
States in such status, and to close such
accounts prior to departure. See §515.571(b)
for an authorization for depository
institutions to maintain accounts opened
pursuant to this paragraph while the Cuban
national is located outside the United States.
* * * * *

(b) Maintenance of accounts opened
pursuant to paragraph (a)(5) of this
section while the Cuban-national
account holder is located outside the
United States is authorized, provided
that the Cuban-national account holder
may only access the account pursuant to
paragraph (a)(5) of this section when the
Cuban-national account holder is
lawfully present in the United States in
a non-immigrant status or pursuant to
other non-immigrant travel
authorization issued by the U.S.
government.

(c) Payments and transfers of credit in
the United States from blocked accounts
in domestic banking institutions held in
the name of a Cuban national who is
present in the United States in a non-
immigrant status or pursuant to other
non-immigrant travel authorization
issued by the U.S. government to or
upon the order of such Cuban national
are authorized, provided that such
payments and transfers of credit are
made only for the living, traveling, and
similar personal expenses in the United
States of such Cuban national or his or
her family, or other transactions
ordinarily incident to the Cuban
national’s presence in the United States
in a non-immigrant status or pursuant to
other non-immigrant travel
authorization issued by the U.S.

government.
* * * * *

m 25. Amend § 515.572 by revising
paragraphs (a)(2) and (3), adding new
paragraph (a)(4), revising paragraph (c),
and adding a new Note to §515.572 to
read as follows:

§515.572 Authorization to provide travel
services, carrier services, and remittance
forwarding services.

(a) * *x %

(2) Authorization to provide carrier
services. Persons subject to U.S.
jurisdiction are authorized to provide
carrier services, to, from, or within Cuba
in connection with travel or
transportation between the United
States and Cuba of persons, baggage, or
cargo authorized pursuant to this part.

* * * * *

(3) Authorization to provide
remittance forwarding services. Banking
institutions, as defined in §515.314,
including U.S.-registered brokers or
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dealers in securities and U.S.-registered
money transmitters, are authorized to
provide services in connection with the
collection, forwarding, or receipt of
remittances authorized pursuant to this
part.

(4) Authorization to provide lodging
services. Persons subject to U.S.
jurisdiction who are providing carrier
services by vessel authorized pursuant
to paragraph (a)(2) of this section are
authorized to provide lodging services
onboard such vessels to persons
authorized to travel to or from Cuba
pursuant to this part during the period
of time the vessel is traveling to, from,
or within Cuba, including when docked
at a port in Cuba.

* * * * *

(c) Specific licenses. Specific licenses
may be issued on a case-by-case basis
authorizing the provision of travel,
carrier, or remittance-forwarding
services other than those authorized by
paragraph (a) of this section.

Note to § 515.572: The following persons
may be transported between the United
States and Cuba by a person authorized to
provide carrier services:

(1) Persons subject to U.S. jurisdiction
who are traveling to or from Cuba
pursuant to a general license under one
of the 12 categories of travel listed in
§515.560 or under a specific license
from the Office of Foreign Assets
Control may be transported between the
United States and Cuba;

(2) Cuban nationals applying for
admission to the United States, as well
as third-country nationals, with a valid
visa or other travel authorization issued
by the U.S. government may be
transported to the United States from
Cuba;

(3) Cuban nationals present in the
United States in a non-immigrant status
or pursuant to other non-immigrant
travel authorization issued by the U.S.
government may be transported from
the United States to Cuba;

(4) Cuban nationals who have taken
up residence in the United States and
are licensed as unblocked nationals
pursuant to § 515.505(a)(1) are persons
subject to U.S. jurisdiction and may be
transported between the United States
and Cuba if they meet the criteria set out
in (1) above; and

(5) An individual, including a foreign
national, who is traveling on official
business of the U.S. government, a
foreign government, or an
intergovernmental organization of
which the United States is a member or
in which the United States holds
observer status—including an employee,
contractor, or grantee of such
government or intergovernmental

organization and any individual
traveling on a diplomatic passport, as
well as any close relative, as defined in
§515.339, accompanying the traveler—
may be transported between the United
States and Cuba.

m 26. Revise §515.573 toread as
follows:

§515.573 Physical presence in Cuba
authorized; Cuban news bureaus.

(a) All transactions necessary to
establish and maintain a physical
presence in Cuba by persons subject to
U.S. jurisdiction to engage in
transactions authorized pursuant to or
exempt from the prohibitions of this
part that are identified in paragraph (b)
of this section are authorized, including
the following:

(1) Leasing physical premises,
including office, warehouse, classroom,
or retail outlet space, and securing
related goods and services, including for
use in and to pay fees related to the
operation of the physical premises;

(2) Marketing related to the physical
presence;

(3) Employment of Cuban nationals in
Cuba; and

(4) Employment of individuals who
are persons subject to U.S. jurisdiction.

Note to paragraph (a)(4): Individuals who
are employed pursuant to §515.573(a)(4) are
authorized to engage in all transactions
necessary to establish domicile in Cuba,
including accessing U.S. assets, for the
duration of their employment.

(5)(i) Opening and maintaining bank
accounts at Cuban financial institutions
to engage in authorized transactions.
The opening and maintenance of
accounts, including the deposit of funds
in such accounts by wire transfer, at a
financial institution in Cuba, provided
that such accounts are used only for
transactions authorized pursuant to, or
exempt from, this part.

(ii) Closing bank accounts. The
closing of an account opened pursuant
to the authorization in paragraph
(a)(5)(i) of this section, provided that
any transfer of funds may only be
effected by wire transfer to an account
maintained at a depository institution,
as defined in § 515.333, that is a person
subject to U.S. jurisdiction.

Note to paragraph (a): Physical presence
includes through a local representative,
including an employee or contractor.

(b) The following persons subject to
U.S. jurisdiction may engage in the
transactions authorized pursuant to
paragraph (a) of this section, provided
that such transactions may only be
engaged in to support transactions
authorized by or exempt from the
prohibitions of this part:

(1) News bureaus whose primary
purpose is the gathering and
dissemination of news to the general
public authorized by paragraph (c) of
this section;

(2) Exporters of goods authorized for
export or reexport to Cuba by §515.533
or §515.559 or that are otherwise
exempt;

(3) Entities providing mail or parcel
transmission services authorized by
§515.542(a) or providing cargo
transportation services in connection
with trade involving Cuba authorized by
or exempt from the prohibitions of this
part;

(4) Providers of telecommunications
services authorized by § 515.542(b)
through (d) or persons engaged in
activities authorized by § 515.542(e);

(5) Entities organizing or conducting
educational activities authorized by
§515.565(a);

(6) Religious organizations engaging
in religious activities in Cuba
authorized by § 515.566;

(7) Providers of travel and carrier
services authorized by § 515.572; and

Note to paragraph (b)(7): This
authorization does not allow persons subject
to U.S. jurisdiction to establish a physical
presence in Cuba for the purpose of
providing lodging services in Cuba.

(8) Providers of services authorized by
§515.578.

(c) News bureaus. (1) All transactions
in Cuba related to the gathering and
dissemination of news to the general
public are authorized.

(2) Specific licenses may be issued
authorizing transactions necessary for
the establishment and operation of news
bureaus in the United States by Cuban
organizations whose primary purpose is
the gathering and dissemination of news
to the general public.

Note to § 515.573: The export or reexport
to Cuba of items subject to the Export
Administration Regulations (15 CFR parts
730 through 774) may require separate
authorization from the Department of
Commerce.

m 27. Amend § 515.575 by revising
paragraph (b) to read as follows:

§515.575 Humanitarian projects.
* * * * *

(b) Authorized humanitarian projects.
The following projects are authorized by
paragraph (a) of this section: medical
and health-related projects; construction
projects intended to benefit legitimately
independent civil society groups;
disaster relief; historical preservation;
environmental projects; projects
involving formal or non-formal
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educational training, within Cuba or off-
island, on the following topics:
entrepreneurship and business, civil
education, journalism, advocacy and
organizing, adult literacy, or vocational
skills; community-based grassroots
projects; projects suitable to the
development of small-scale private
enterprise; projects that are related to
agricultural and rural development that
promote independent activity;
microfinancing projects, except for
loans, extensions of credit, or other
financing prohibited by § 515.208; and

projects to meet basic human needs.
* * * * *

m 28. Amend § 515.578 by revising the
section heading and paragraphs (a)(2),
(a)(4), and (b)(1), redesignating
paragraph (c) as paragraph (f), and
adding new paragraphs (c), (d), and (e)
to read as follows:

§515.578 Exportation, reexportation, and
importation of certain internet-based
services; importation of certain software.

(a)* * %

(2) Services related to certain
exportations and reexportations. To the
extent not authorized by paragraph
(a)(1) of this section or by §515.533, the
exportation or reexportation of services,
including software design, business
consulting, and information technology
management services (including cloud
storage), that are related to the following
items, or of services to install, repair, or
replace such items, and training related
to installation, repair, or replacement of
such items:

(i) Items subject to the Export
Administration Regulations (15 CFR
part 730 through 774) (EAR). Items
exported or reexported to Cuba pursuant
to 15 CFR 740.19 (License Exception
Consumer Communication Devices
(License Exception CCD)), pursuant to
15 CFR 740.21(d)(4) (paragraph (d)(4) of
License Exception Support for the
Cuban People (License Exception SCP)),
or pursuant to an individual license
issued by the Department of Commerce
for the export of other consumer
communication devices that fall outside
License Exception CCD or commodities
or software used to develop software
that fall outside paragraph (d)(4) of
License Exception SCP;

(ii) Items not subject to the EAR
because they are of foreign origin and
are located outside the United States.
Items that are of a type described in
License Exception CCD provided that
the items would be designated EAR99 if
they were located in the United States
or would meet the criteria for
classification under the relevant ECCN
specified in License Exception CCD if
they were subject to the EAR or items

of a type described in paragraph (d)(4)
of License Exception SCP, provided that
the items would be designated EAR99 or
controlled on the Commerce Control
List for anti-terrorism reasons only if
they were located in the United States;
and

(iii) Software not subject to the EAR
because it is described in 15 CFR
734.3(b)(3). Software not subject to the
EAR because it is described in 15 CFR
734.3(b)(3) that is exported, reexported,
or provided, directly or indirectly, by a
person subject to U.S. jurisdiction to
Cuba and that is of a type described in
License Exception CCD or paragraph
(d)(4) of License Exception SCP.

* * * * *

(4) Exportation, reexportation, or
provision of certain internet-based
services to certain end-users. (i) The
exportation or reexportation, directly or
indirectly, from the United States or by
persons subject to U.S. jurisdiction, to a
prohibited official of the Government of
Cuba, as defined in §515.337, or a
prohibited member of the Cuban
Communist Party, as defined in
§515.338, of services described in
paragraphs (a)(1) or (2) of this section
provided that such services are widely
available to the public at no cost to the
user.

(ii) The exportation or reexportation,
directly or indirectly, from the United
States or by persons subject to U.S.
jurisdiction, to organizations
administered or controlled by the
Government of Cuba or the Cuban
Communist Party of the following
services:

(A) Services described in paragraph
(a)(1) of this section, and

(B) Services described in paragraph
(a)(2) of this section provided that such
services are widely available to the

public at no cost to the user.
* * * * *

(b) * % %

(1) The direct or indirect exportation
or reexportation of services with
knowledge or reason to know that such
services are intended for a prohibited
official of the Government of Cuba, as
defined in §515.337, or a prohibited
member of the Cuban Communist Party,
as defined in §515.338, or to
organizations administered or
controlled by the Government of Cuba
or the Cuban Communist Party, except
as specified in paragraph (a)(4) of this
section.

* * * * *

(c) Licensing and marketing. Persons
subject to U.S. jurisdiction are
authorized to enter into licensing
agreements related to services

authorized by paragraph (a) of this
section, and to market such services.

(d) Subsidiaries, joint ventures, and
other business arrangements. Except for
transactions prohibited by § 515.208,
persons subject to U.S. jurisdiction are
authorized to engage in all transactions
necessary to establish and maintain a
business presence in Cuba, including
through subsidiaries, branches, offices,
joint ventures, franchises, and agency or
other business relationships with any
Cuban national, and to enter into all
necessary agreements or arrangements
with such entity or individual, for the
purpose of engaging in the activities
authorized by paragraph (a) or (c) of this
section.

(e) Mobile applications. (1) The
importation into the United States of
Cuban-origin mobile applications is
authorized.

Note to paragraph (e)(1): This paragraph
does not authorize U.S.-owned or -controlled
firms in third countries to import goods of
Cuban origin into the authorized trade zone.
See §515.559.

(2) The employment of Cuban
nationals to develop mobile

applications is authorized.
* * * * *

§515.582 [Amended]

m 29. Amend § 515.582 by removing
Note 1 to §515.582 and redesignating
Note 2 to §515.582 as Note 1 to
§515.582.

m 30. Amend §515.584 by adding
paragraph (e) to read as follows:

§515.584 Certain financial transactions
involving Cuba.
* * * * *

(e) Unblocking of certain previously
blocked funds transfers authorized. Any
depository institution, as defined in
§515.533, that is a person subject to
U.S. jurisdiction is authorized to
unblock and return to the originator or
originating financial institution or their
successor-in-interest previously blocked
funds transfers that could have been
rejected or processed pursuant to
paragraphs (d)(1) or (2) of this section,
§515.562(b), or § 515.579(b) if the
rejection or processing of those transfers
would have been authorized had they
been sent under the current text of those
provisions, provided that persons
subject to U.S. jurisdiction unblocking
funds transfers originally blocked on or
after August 25, 1997, pursuant to this
section must submit a report to the
Department of the Treasury, Office of
Foreign Assets Control, Attn: Sanctions
Compliance & Evaluation Division, 1500
Pennsylvania Avenue NW., Annex,
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Washington, DC 20220 within 10
business days from the date such funds
transfers are released. Such reports shall
include the following:

(1) Where available, a copy of the
original blocking report filed with
OFAC pursuant to § 501.603(b)(1) of this
chapter.

(2) The date the unblocked funds
transfer was released;

(3) The amount of funds unblocked;

(4) The name of the party to whom the
funds were released; and

(5) A reference to this section as the
legal authority under which the funds
transfer was unblocked and returned.

m 31. Amend § 515.585 by revising the
section heading, designating the
undesignated paragraph as paragraph
(a), revising newly designated paragraph
(a), and adding paragraph (b) to read as
follows:

§515.585 Certain transactions with certain
Cuban nationals in third countries.

(a) Persons subject to U.S. jurisdiction
are authorized to provide goods and
services to a Cuban national located in
a third country who is an individual,
provided that the transaction does not
involve a commercial exportation,
directly or indirectly, of goods or
services to or from Cuba.

(b)(1) Opening and maintaining bank
accounts. Banking institutions, as
defined in § 515.314, are authorized to
open and maintain accounts, including
the deposit of funds in such accounts by
wire transfer, for a Cuban national
located in a third country who is an
individual, provided that such accounts
are used only while the Cuban national
is located outside of Cuba and may not
be used for transactions that involve a
commercial exportation of goods or
services to or from Cuba.

(2) Closing bank accounts. Banking
institutions, as defined in § 515.314, are
authorized to close an account opened
pursuant to the authorization in
paragraph (b)(1) of this section.

*

* * * *

m 32. Amend § 515.586 by revising
paragraph (c) to read as follows:

§515.586 Cuban official missions in the
United States.

* * * * *

(c) Depository institutions, as defined
in §515.333, are authorized to operate
accounts for, extend credit to, and
process funds transfers on behalf of the
official missions of the Government of
Cuba to the United States, and the
official missions of the Government of
Cuba to international organizations in
the United States, and employees
thereof, subject to the limitations in
paragraphs (a) and (b) of this section

and provided that any depository
institution making use of the
authorization in this section must
submit a report to the Department of the
Treasury, Office of Foreign Assets
Control, Attn: Sanctions Compliance &
Evaluation Division, 1500 Pennsylvania
Ave NW., Annex, Washington, DC
20220, no later than 30 days following
the establishment of the account. Such
report shall include the name and
address of the depository institution, the
name of the account holder, and the
account number.

m 33. Add §515.587 to subpart E to read
as follows:

§515.587 Remittances from Cuban
nationals to persons subject to U.S.
jurisdiction.

Persons subject to U.S. jurisdiction
are authorized to receive remittances in
the United States from Cuban nationals,
wherever located, provided that the
remitter is not a prohibited official of
the Government of Cuba, as defined in
§515.337, or a prohibited member of the
Cuban Communist Party, as defined in
§515.338.

Note to §515.587: See §515.572 for an
authorization to provide services related to
the receipt of remittances authorized by this
section.

m 34. Add § 515.588 to subpart E to read
as follows:

§515.588 Certain Cuban legal services
authorized.

(a) All transactions, including
payments, ordinarily incident to receipt
of the following legal services from
Cuba or from a Cuban national are
authorized: legal advice and counseling
on the requirements of and compliance
with the laws of Cuba or any
jurisdiction within Cuba, provided that
such advice and counseling relate to
transactions authorized by or exempt
from the prohibitions of this part.

(b) The receipt of any other legal
services from Cuba or a Cuban national,
not otherwise authorized in this part,
requires the issuance of a specific
license.

m 35. Add § 515.589 to subpart E to read
as follows:

§515.589 Authorization of emergency
medical services.

The provision of nonscheduled
emergency medical services in the
United States to Cuban nationals is
authorized.

Dated: September 16, 2015.
John E. Smith,

Acting Director, Office of Foreign Assets
Control.

[FR Doc. 2015-23587 Filed 9-18-15; 8:45 am]|
BILLING CODE 4810-AL-P

DEPARTMENT OF HOMELAND
SECURITY

Coast Guard

33 CFR Part 165
[Docket No. USCG—2015-0732]
RIN 1625-AA87

Security Zone, Delaware River;
Philadelphia, PA

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

SUMMARY: The Coast Guard is
establishing security zones in the waters
of the Delaware River and Schuylkill
River in Philadelphia, PA. These zones
are intended to restrict vessels from
portions of the Delaware River and
Schuylkill River during the 2015 Papal
visit on September 26, 2015, and
September 27, 2015. During the
enforcement period, no unauthorized
vessels or people will be permitted to
enter or move within the security zones
without permission from the Captain of
the Port or his designated
representative. This security zone is
necessary to provide security for Pope
Francis.

DATES: This rule will be effective and

enforced from 6:00 a.m. on September
25, 2015, to 12:00 p.m. on September

28, 2015.

ADDRESSES: Documents mentioned in
this preamble are part of docket [USCG—
2015-0732]. 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 Lieutenant Brennan Dougherty,
U.S. Coast Guard, Sector Delaware Bay,
Chief Waterways Management Division,
Coast Guard; telephone (215) 271-4851,
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email Brennan.P.Dougherty@uscg.mil. If
you have questions on viewing or
submitting material to the docket, call
Cheryl Collins, 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
COTP Captain of the Port

A. Regulatory History and Information

The Coast Guard is issuing this
temporary 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 the
final details for Pope Francis’ arrival
and departure were not known until
August 4, 2015. This late notification
precludes the Coast Guard from
publishing a NPRM while meeting the
security zone’s objectives of protecting
Pope Francis and accompanying high-
ranking government officials, and
protect against sabotage or terrorist
attacks to human life, vessels, mariners,
and waterfront facilities at or near this
event.

For similar reasons, under 5 U.S.C.
553(d)(3), the Coast Guard finds that
good cause exists for making this
temporary rule effective less than 30
days after publication in the Federal
Register.

B. Basis and Purpose

The legal basis and authorities for this
rule are found in 33 U.S.C. 1231; 50
U.S.C. 191; 33 CFR 1.05-1, 6.04-1,
6.04—6 and 160.5; and Department of
Homeland Security Delegation No.
0170.1., which collectively authorize
the Coast Guard to establish security
zones.

These temporary security zones are
necessary to provide for the security of
Pope Francis and accompanying high-
ranking government officials, and
protect against sabotage or terrorist
attacks to human life, vessels, mariners,
and waterfront facilities at or near this
event.

C. Discussion of the Final Rule

On September 26, 2015, Pope Francis
and accompanying high-ranking
government officials will be arriving in
Philadelphia, PA. The Coast Guard is
establishing several security zones in
portions of the Delaware River and
Schuylkill River in Philadelphia, PA.

The first security zone will be
enforced from September 26, 2015, at
6:00 a.m. until September 28, 2015, at
12:00 p.m. and includes all the waters
of the Delaware River from the New
Jersey shore line, to the Pennsylvania
shore line, beginning at the east end of
Little Tinicum Island extending in a
Northeasterly direction and ending at
the mouth of the Schuylkill River;

The second security zone will be
enforced from September 25, 2015, at
6:00 a.m. until September 28, 2015, at
12:00 p.m. and includes all the waters
of the Schuylkill River inside a
boundary described as originating from
the South 34th street Bridge north and
ending at the West Girard Avenue
Bridge.

The third security zone will be
enforced from September 25, 2015, at
6:00 a.m. until September 28, 2015, at
12:00 p.m. and includes all the waters
of the Schuylkill River inside a
boundary described as originating from
the mouth of the Schuylkill River and
ending 500 yards north of the George C.
Platt Memorial Bridge.

The fourth security zone will be
enforced from September 26, 2015, at
6:00 a.m. until September 28, 2015, at
12:00 p.m. and includes all waters of the
Delaware River adjacent to the Ben
Franklin Bridge bounded in the East by
the New Jersey shoreline, bounded in
the West by the Pennsylvania shoreline,
bounded in the South by Latitude
39°56”31” N., and bounded in the North
by Latitude 39°57723” N.

The fifth security zone will be
enforced on September 27, 2015, from
9:00 a.m. until 2:00 p.m. and includes
all water of the Delaware River adjacent
to Curran-Fromhold Correctional
Facility, in North-East Philadelphia, PA,
bounded from shoreline to shoreline,
bounded on the south by a line running
east to west from points along the
shoreline at latitude 40°00'54” N.,
longitude 075°01°00” W.; thence to
latitude 40°01’15” N., longitude
075°0119” W., and bounded on the
North by a line running east to west
from points along the shoreline at
latitude 40°01°58” N., longitude
074°59’24” W.; thence to latitude
40°02’15” N., longitude 074°59’55” W.

Access to these security zones will be
restricted during the specified date and
time period. Only vessels or people

specifically authorized by the Captain of
the Port, Delaware Bay or his designated
representative may enter or remain in
the regulated area.

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
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.

Although this regulation will restrict
access to the security zones, the effect
of this rule will not be significant
because: this rule will only be enforced
for a limited duration; vessels may be
granted permission to transit through
the zone on a case-by-case basis; and the
Coast Guard will make notifications via
maritime advisories so mariners can
adjust their plans accordingly.

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.
These security zones will not have a
significant economic impact on a
substantial number of small entities for
the reasons stated under paragraph D.1.,
Regulatory Planning and Review.

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
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concerning its provisions or options for
compliance, please contact the person
listed in the FOR FURTHER INFORMATION
CONTACT section 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 calls for no 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 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. We have
analyzed this rule under that Order and
determined that this rule 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 that do not
individually or cumulatively have a
significant effect on the human
environment. This rule involves the
establishment of a security zone and is
categorically excluded from further
review under paragraph 34(g) of Figure
2-1 of the Commandant Instruction. An

environmental analysis checklist
supporting this determination and a
Categorical Exclusion Determination are
not required.

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. 1231; 50 U.S.C. 191;
33 CFR 1.05-1, 6.04-1, 6.04—6, and 160.5;
Department of Homeland Security Delegation
No. 0170.1.

m 2. Add § 165.T05—0732 to read as
follows:

§165.T05-0732 Security Zone, Delaware
River; Philadelphia, PA.

(a) Locations and enforcement
periods. The Coast Guard is establishing
security zones in portions of the
Delaware River and Schuylkill River in
Philadelphia, PA.

(1) The first security zone will be
enforced from September 26, 2015, at
6:00 a.m. until September 28, 2015, at
12:00 p.m. and includes all the waters
of the Delaware River from the New
Jersey shore line, to the Pennsylvania
shore line, beginning at the east end of
Little Tinicum Island extending in a
Northeasterly direction and ending at
the mouth of the Schuylkill River;

(2) The second security zone will be
enforced from September 25, 2015, at
6:00 a.m. until September 28, 2015, at
12:00 p.m. and includes all the waters
of the Schuylkill River inside a
boundary described as originating from
the South 34th street Bridge north and
ending at the West Girard Avenue
Bridge.

(3) The third security zone will be
enforced from September 25, 2015, at
6:00 a.m. until September 28, 2015, at
12:00 p.m. and includes all the waters
of the Schuylkill River inside a
boundary described as originating from
the mouth of the Schuylkill River and
ending 500 yards north of the George C.
Platt Memorial Bridge.

(4) The fourth security zone will be
enforced from September 26, 2015, at
6:00 a.m. until September 28, 2015, at
12:00 p.m. and includes all waters of the
Delaware River adjacent to the Ben
Franklin Bridge bounded in the East by
the New Jersey shoreline, bounded in
the West by the Pennsylvania shoreline,
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bounded in the South by Latitude
39°56’31” N., and bounded in the North
by Latitude 39°57°23” N.

(5) The fifth security zone will be
enforced on September 27, 2015, from
9:00 a.m. until 2:00 p.m. and includes
all water of the Delaware River adjacent
to Curran-Fromhold Correctional
Facility, in North-East Philadelphia, PA,
bounded from shoreline to shoreline,
bounded on the south by a line running
east to west from points along the
shoreline at latitude 40°00°’54” N.,
longitude 075°01’00” W.; thence to
latitude 40°01°15” N., longitude
075°01°19” W., and bounded on the
North by a line running east to west
from points along the shoreline at
latitude 40°01’58” N., longitude
074°59’24” W.; thence to latitude
40°0215” N., longitude 074°59'55” W.

(b) Regulations. The general security
zone regulations found in 33 CFR part
165 subpart C apply to the security
zones created by this section.

(1) All persons and vessels are
prohibited from entering these security
zones, except as authorized by the Coast
Guard Captain of the Port or his
designated representative.

(2) To seek permission to transit any
of these security zones, the Captain of
the Port or his designated representative
can be contacted via Sector Delaware
Bay Command Center (215) 271-4940 or
on VHF-FM marine band radio channel
16 (156.8 MHz).

(3) Vessels granted permission to
transit through the security zones must
do so in accordance with the directions
provided by the Captain of the Port or
his designated representative to the
vessel.

(4) This section applies to all vessels
wishing to transit through the security
zones except vessels that are engaged in
the following operations:

(i) Enforcing laws;

(ii) Servicing aids to navigation; or

(iii) Emergency response vessels.

(5) No person or vessel may enter or
remain in a security zone without the
permission of the Captain of the Port;

(6) Each person and vessel in a
security zone shall obey any direction or
order of the Captain of the Port;

(c) Definitions in this section—(1)
Captain of the Port means the
Commander, Coast Guard Sector
Delaware Bay, or any Coast Guard
commissioned, warrant or petty officer
who has been authorized by the Captain
of the Port to act on his behalf.

(2) Designated representative means
any Coast Guard commissioned, warrant
or petty officer who has been authorized
by the Captain of the Port, Delaware Bay
to assist in enforcing the security zone

described in paragraph (a) of this
section.

(d) Enforcement officials. The U.S.
Coast Guard may be assisted by Federal,
State, and local agencies in the patrol
and enforcement of the zone.

Dated: September 8, 2015.
B.A. Cooper,

Captain, U. S. Coast Guard, Captain of the
Port, Delaware Bay.

[FR Doc. 2015-23631 Filed 9-18-15; 8:45 am]
BILLING CODE 9110-04-P

DEPARTMENT OF DEFENSE

Defense Acquisition Regulations
System

48 CFR Parts 204, 212, 213, 215, 216,
217, 219, 225, 239, and 252

Defense Federal Acquisition
Regulation Supplement; Technical
Amendments

AGENCY: Defense Acquisition
Regulations System, Department of
Defense (DoD).

ACTION: Final rule.

SUMMARY: DoD is making technical
amendments to the Defense Federal
Acquisition Regulation Supplement
(DFARS) to provide needed editorial
changes.

DATES: Effective September 21, 2015.

FOR FURTHER INFORMATION CONTACT: Ms.
Jennifer L. Hawes, Defense Acquisition
Regulations System,
OUSD(AT&L)DPAP(DARS), Room
3B941, 3060 Defense Pentagon,
Washington, DC 20301-3060.
Telephone 571-372-6115; facsimile
571-372-6094.

SUPPLEMENTARY INFORMATION: This final
rule amends the DFARS as follows—

1. Removes the phrase “and
contracts” in two places in the
prescription at DFARS 204.7304(a);

2. Revises cross references cited in
DFARS 212.301, 217.770, and
225.370(d);

3. Revises the heading for DFARS
subpart 213.5 to align with the Federal
Acquisition Regulation (FAR) subpart
13.5 heading;

4. Updates a hyperlink at DFARS
215.404-71-3(b)(7);

5. Updates an address at DFARS
216.504(c)(1)(ii)(D)(i1);

6. Directs contracting officers to
additional DFARS Procedures,
Guidance, and Information (PGI) by
adding a reference at DFARS 219.201;

7. Updates a reference to a DoD
Directive at DFARS 239.7102-1;

8. Updates a hyperlink in DFARS
clause 252.204-7012 and makes minor
editorial revisions; and

9. Corrects a cross reference in DFARS
clause 252.239-7009.

List of Subjects in 48 CFR 204, 212, 213,
215, 216, 217, 219, 225, 239, and 252

Government procurement.

Jennifer L. Hawes,
Editor, Defense Acquisition Regulations
System.

Therefore, 48 CFR parts 204, 212, 213,
215, 216, 217, 219, 225, 239, and 252 are
amended as follows:

m 1. The authority citation for 48 CFR
parts 204, 212, 213, 215, 216, 217, 219,
225, 239, and 252 continues to read as
follows:

Authority: 41 U.S.C. 1303 and 48 CFR
chapter 1.

PART 204—ADMINISTRATIVE
MATTERS

204.7304 [Amended]

m 2. Amend section 204.7304, paragraph
(a), by removing, in two places, the
phrase “solicitations and contracts” and
adding “solicitations” in both places.

PART 212—ACQUISITION OF
COMMERCIAL ITEMS

212.301 [Amended]

m 3. Amend section 212.301 by—

m a. In paragraph (f)(ii)(A), removing
“204.7304(b)” and adding ““204.7304(a)”
in its place;

m b. In paragraph (f)(ii)(B), removing
“204.7304(c)” and adding “204.7304(b)”
in its place;

m c. In paragraph (f)(ii)(D), removing
“204.7304(a)” and adding ““204.7304(c)”
in its place; and

m d. In paragraph (f)(x)(BB), removing
“10 U.S.C. 2327(b)”” and adding “10
U.S.C. 2279” in its place.

PART 213—SIMPLIFIED ACQUISITION
PROCEDURES

m 4. Revise the subpart 213.5 heading to
read as follows:

Subpart 213.5—Simplified Procedures
for Certain Commercial ltems

PART 215—CONTRACTING BY
NEGOTIATION

215.404-71-3 [Amended]

m 5. Amend section 215.404-71-3,
paragraph (b)(7), by removing the
hyperlink “(see http://
www.treasurydirect.gov/govt/rates/tcir/
tcir index opdirsemi.htm)” and adding
“(see https://www.fiscal.treasury.gov/
fsservices/gov/pmt/promptPayment/
rates.htm)” in its place.
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PART 216—TYPES OF CONTRACTS

216.504 [Amended]

m 6. Amend section 216.504, paragraph
(c)(1)(i1)(D)(i1), by removing “ATTN:
OUSD(AT&L)DPAP/CPIC, 3060 Defense
Pentagon, Washington, DC 20301-3060"
and adding ‘““via the
OUSD(AT&L)DPAP/CPIC email address
at osd.pentagon.ousd-atl.mbx.cpic@
mail.mil” in its place.

PART 217—SPECIAL CONTRACTING
METHODS

217.770 [Amended]

m 7. Amend section 217.770, paragraph
(a)(3), by removing “PGI 217.703(1)(iii)”
and adding “PGI 217.770(a)(3)” in its
place.

PART 219—SMALL BUSINESS
PROGRAMS

219.201 [Amended]

m 8. Amend section 219.201, paragraph
(c)(10)(B), by removing ‘“Small Business
Coordination Record;” and adding
“Small Business Coordination Record
(see PGI 253.219-70 for instructions on
completing the form);” in its place.

PART 225—FOREIGN ACQUISITION

225.370 [Amended]

m 9. Amend section 225.370, paragraph
(d), by removing ‘“PGI 225.370(c)”” and
adding “PGI 225.370(d)” in its place.

PART 239—ACQUISITION OF
INFORMATION TECHNOLOGY

m 10. Amend section 239.7102-1 by
revising paragraph (a)(7) to read as
follows:

239.7102-1 General.
(a) R
(7) DoD Directive 8140.01, Cyberspace

Workforce Management; and
* * * * *

PART 252—SOLICITATION
PROVISIONS AND CONTRACT
CLAUSES

252.204-7012 [Amended]

m 11. Amend section 252.204-7012 by—
m a. Removing the clause date “(AUG
2015)” and adding “(SEP 2015)” in its
place;

m b. In paragraph (b)(1)(ii) introductory
text, removing ‘“‘service of system” and
adding “service or system” in its place;
m c. In paragraph (b)(1)(ii)(A), adding a
quotation mark after “Organizations,”;
m d. In paragraph (c)(3), removing
“http://iase.disa.mil/pki/eca/
certificate.htm!” and adding
“http://iase.disa.mil/pki/eca/Pages/
index.aspx” in its place; and

m e. In paragraph (i)(4), removing
“32CFR 236" and adding “32 CFR part
236" in its place.

252.239-7009 [Amended]

m 12. Amend section 252.239-7009 by—
m a. Removing the clause date “(AUG
2015)” and adding “(SEP 2015)” in its
place; and

m b. In paragraph (b), removing
“paragraph (b)” and adding ‘“paragraph
(c)” in its place.

[FR Doc. 2015-23517 Filed 9-18-15; 8:45 am]
BILLING CODE 5001-06-P

DEPARTMENT OF DEFENSE

Defense Acquisition Regulations
System

48 CFR Part 239

Acquisition of Information Technology
CFR Correction

m In Title 48 of the Code of Federal
Regulations, Chapter 2, Parts 200 to 299,
revised as of October 1, 2014, on page
315, in section 239.7402, paragraph (c)
is reinstated to read as follows:

239.7402 Policy.
* * * * *

(c) Foreign carriers. For information
on contracting with foreign carriers, see
PGI 239.7402(c).

[FR Doc. 2015-23469 Filed 9-18-15; 8:45 am]
BILLING CODE 1505-01-D

DEPARTMENT OF DEFENSE

Defense Acquisition Regulations
System

48 CFR Part 252

Solicitation Provisions and Contract
Clauses

CFR Correction

m In Title 48 of the Code of Federal
Regulations, Chapter 2, Parts 200 to 299,
revised as of October 1, 2014, on page
466, in section 252.225-7036, in the
clause, paragraph (d) is reinstated to
read as follows:

252.225-7036 Buy American—-Free Trade
Agreements—-Balance of Payments
Program.

* * * * *

(d) The contract price does not
include duty for end products or
components for which the Contractor
will claim duty-free entry.

* * * * *
[FR Doc. 2015-23471 Filed 9-18-15; 8:45 am]
BILLING CODE 1505-01-D

DEPARTMENT OF DEFENSE

Defense Acquisition Regulations
System

48 CFR Part 252

Solicitation Provisions and Contract
Clauses

CFR Correction

m In Title 48 of the Code of Federal
Regulations, Chapter 2, Parts 200 to 299,
revised as of October 1, 2014, on page
493, in section 252.227-7013, in
Alternate II, revise the clause date
“(NOV 2009)” to read “(MAR 2011)”.
[FR Doc. 2015-23472 Filed 9-18-15; 8:45 am]
BILLING CODE 1505-01-D

DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric
Administration

50 CFR Part 622
[Docket No. 1206013412-2517-02]
RIN 0648-XE182

Reef Fish Fishery of the Gulf of
Mexico; 2015 Recreational
Accountability Measures and Closure
for Gulf of Mexico Greater Amberjack

AGENCY: National Marine Fisheries
Service (NMFS), National Oceanic and
Atmospheric Administration (NOAA),
Commerce.

ACTION: Temporary rule; closure.

SUMMARY: NMFS implements
accountability measures (AMs) for the
greater amberjack recreational sector in
the exclusive economic zone (EEZ) of
the Gulf of Mexico (Gulf) for the 2015
fishing year through this temporary rule.
NMEFS has determined that the
recreational annual catch target (ACT)
for Gulf greater amberjack will be
reached by September 27, 2015.
Therefore, NMFS is closing the
recreational sector for greater amberjack
in the Gulf EEZ on September 28, 2015.
This closure is necessary to protect the
Gulf greater amberjack resource.

DATES: This rule is effective from 12:01
a.m., local time, September 28, 2015,
until 12:01 a.m., local time on January
1, 2016.

FOR FURTHER INFORMATION CONTACT: Rich
Malinowski, NMFS Southeast Regional
Office, telephone: 727-824-5305, email:
rich.malinowski@noaa.gov.
SUPPLEMENTARY INFORMATION: NMFS
manages the reef fish fishery of the Gulf,
which includes greater amberjack,
under the Fishery Management Plan for
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the Reef Fish Resources of the Gulf
(FMP). The Gulf of Mexico Fishery
Management Council (Council)
prepared the FMP and NMFS
implements the FMP under the
authority of the Magnuson-Stevens
Fishery Conservation and Management
Act (Magnuson-Stevens Act) by
regulations at 50 CFR part 622. All
greater amberjack weights discussed in
this temporary rule are in round weight.

The 2015 recreational annual catch
limit (ACL) for Gulf greater amberjack is
1,299,000 lb (589,216 kg) and the
recreational ACT (recreational quota) is
1,130,000 1b (512,559 kg) as specified in
50 CFR 622.41(a)(2)(iii) and
622.39(a)(2)(ii), respectively.

Under 50 CFR 622.41(a)(2)(i), NMFS
is required to close the recreational
sector for greater amberjack when the
recreational ACT is reached, or is
projected to be reached, by filing a
notification to that effect with the Office
of the Federal Register. NMFS has
determined the 2015 recreational ACT
will be reached by September 27, 2015.
Accordingly, NMFS closes the
recreational sector for Gulf greater
amberjack effective 12:01 a.m., local
time, September 28, 2015, until 12:01
a.m., local time, January 1, 2016, the
start of the next fishing year.

During the recreational closure, the
bag and possession limits for greater
amberjack in or from the Gulf EEZ are
zero. The prohibition on possession in
the Gulf on board a vessel for which a
valid Federal charter vessel/headboat
permit for Gulf reef fish has been issued
applies regardless of whether greater
amberjack were harvested in state or
Federal waters.

The recreational sector for greater
amberjack will reopen on January 1,
2016, the beginning of the 2016
recreational fishing season.

Classification

The Regional Administrator,
Southeast Region, NMFS, has
determined this temporary rule is
necessary for the conservation and
management of Gulf greater amberjack
and is consistent with the Magnuson-
Stevens Act and other applicable laws.

This action is taken under 50 CFR
622.41(a)(2)(i) and is exempt from
review under Executive Order 12866.

These measures are exempt from the
procedures of the Regulatory Flexibility
Act because the temporary rule is issued
without opportunity for prior notice and
comment.

This action responds to the best
scientific information available. The
Assistant Administrator for Fisheries,
NOAA (AA), finds that the need to
immediately implement this action to

close the recreational sector for greater
amberjack constitutes good cause to
waive the requirements to provide prior
notice and opportunity for public
comment on this temporary rule
pursuant to the authority set forth in 5
U.S.C. 553(b)(B), because such
procedures are unnecessary and
contrary to the public interest. Such
procedures are unnecessary because the
rule establishing the closure provisions
was subject to notice and comment, and
all that remains is to notify the public
of the closure. Such procedures are
contrary to the public interest because
of the need to immediately implement
this action to protect greater amberjack.
Prior notice and opportunity for public
comment would require time and would
potentially allow the recreational sector
to exceed the recreational ACL.

For the aforementioned reasons, the
AA also finds good cause to waive the
30-day delay in the effectiveness of this
action under 5 U.S.C. 553(d)(3).

Authority: 16 U.S.C. 1801 et seq.
Dated: September 16, 2015.

Alan D. Risenhoover,

Director, Office of Sustainable Fisheries,
National Marine Fisheries Service.

[FR Doc. 2015-23605 Filed 9-16—15; 4:15 pm]
BILLING CODE 3510-22-P

DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric
Administration

50 CFR Part 622
[Docket No. 130312235-3658-02]
RIN 0648-XE186

Fisheries of the Caribbean, Gulf of
Mexico, and South Atlantic; 2015
Commercial Accountability Measure
and Closure for South Atlantic
Vermilion Snapper

AGENCY: National Marine Fisheries
Service (NMFS), National Oceanic and
Atmospheric Administration (NOAA),
Commerce.

ACTION: Temporary rule; closure.

SUMMARY: NMFS implements
accountability measures (AMs) for the
commercial sector for vermilion snapper
in the exclusive economic zone (EEZ) of
the South Atlantic. NMFS projects that
commercial landings for vermilion
snapper will reach the commercial
annual catch limit (ACL) for the July
through December 2015 period on
September 22, 2015. Therefore, NMFS
closes the commercial sector for
vermilion snapper in the South Atlantic
EEZ on September 22, 2015, and it will

remain closed until the start of the next
fishing season on January 1, 2016. This
closure is necessary to protect the South
Atlantic vermilion snapper resource.
DATES: This rule is effective 12:01 a.m.,
local time, September 22, 2015, until
12:01 a.m., local time, January 1, 2016.
FOR FURTHER INFORMATION CONTACT:
Britni LaVine, NMFS Southeast
Regional Office, telephone: 727-824—
5305, email: britni.lavine@noaa.gov.
SUPPLEMENTARY INFORMATION: The
snapper-grouper fishery of the South
Atlantic includes vermilion snapper and
is managed under the Fishery
Management Plan for the Snapper-
Grouper Fishery of the South Atlantic
Region (FMP). The FMP was prepared
by the South Atlantic Fishery
Management Council and is
implemented by NMFS under the
authority of the Magnuson-Stevens
Fishery Conservation and Management
Act (Magnuson-Stevens Act) by
regulations at 50 CFR part 622.

The commercial quota for vermilion
snapper in the South Atlantic is divided
into separate quotas for two 6-month
time periods each year, January through
June and July through December. For
the July through December 2015 period,
the commercial quota is 394,829 1b
(179,091 kg), gutted weight (438,260 lb
(198,791 kg), round weight), as specified
in 50 CFR 622.190(a)(4)(ii)(C).

On September 4, 2015 (80 FR 53473),
NMFS published a temporary rule in the
Federal Register to reduce the
commercial trip limit for vermilion
snapper in or from the EEZ of the South
Atlantic to 500 1b (227 kg), gutted
weight, effective 12:01 a.m., local time,
September 10, 2015, until January 1,
2016, or until the quota is reached and
the commercial sector closes, whichever
occurs first.

In accordance with regulations at 50
CFR 622.193(f)(1), NMFS is required to
close the commercial sector for
vermilion snapper when the commercial
quota for that 6-month portion of the
fishing year has been reached, or is
projected to be reached, by filing a
notification to that effect with the Office
of the Federal Register. NMFS has
determined that the commercial quota
for South Atlantic vermilion snapper for
the July through December 2015 period
will have been reached by September
22, 2015. Accordingly, the commercial
sector for South Atlantic vermilion
snapper is closed effective 12:01 a.m.,
local time, September 22, 2015, until
12:01 a.m., local time, January 1, 2016.
The commercial quota for vermilion
snapper in the South Atlantic is
388,703 1b (176,313 kg), gutted weight
(431,460 1b (195,707 kg), round weight),


mailto:britni.lavine@noaa.gov

56932 Federal Register/Vol. 80,

No. 182/Monday, September 21, 2015/Rules and Regulations

for the January 1 through June 30, 2016
period as specified in 50 CFR
622.190(a)(4)(1)(D).

The operator of a vessel with a valid
commercial vessel permit for South
Atlantic snapper-grouper having
vermilion snapper onboard must have
landed and bartered, traded, or sold
such vermilion snapper prior to 12:01
a.m., local time, September 22, 2015.
During the closure, the bag limit
specified in 50 CFR 622.187(b)(5) and
the possession limits specified in 50
CFR 622.187(c)(1), apply to all harvest
or possession of vermilion snapper in or
from the South Atlantic EEZ. During the
closure, the sale or purchase of
vermilion snapper taken from the EEZ is
prohibited. As specified in 50 CFR
622.190(c)(1)(i), the prohibition on sale
or purchase does not apply to the sale
or purchase of vermilion snapper that
were harvested, landed ashore, and sold
prior to 12:01 a.m., local time,
September 22, 2015, and were held in
cold storage by a dealer or processor.
For a person on board a vessel for which
a Federal commercial or charter vessel/
headboat permit for the South Atlantic
snapper-grouper fishery has been
issued, the bag and possession limits
and the prohibition on sale and
purchase apply regardless of whether
the fish are harvested in state or Federal
waters, as specified in 50 CFR
622.190(c)(1)(ii).

Classification

The Regional Administrator,
Southeast Region, NMFS, has
determined this temporary rule is
necessary for the conservation and
management of South Atlantic
vermilion snapper and is consistent
with the Magnuson-Stevens Act and
other applicable laws.

This action is taken under 50 CFR
622.193(f)(1) and is exempt from review
under Executive Order 12866.

This action responds to the best
scientific information available. The
Assistant Administrator for Fisheries,
NOAA (AA), finds that the need to
immediately implement this action to
close the commercial sector for
vermilion snapper constitutes good
cause to waive the requirements to
provide prior notice and opportunity for
public comment pursuant to the
authority set forth in 5 U.S.C. 553(b)(B),
as such procedures are unnecessary and
contrary to the public interest. Such
procedures are unnecessary because the
rule itself has been subject to notice and
comment, and all that remains is to
notify the public of the closure.
Allowing prior notice and opportunity
for public comment is contrary to the
public interest because of the need to

immediately implement this action to
protect vermilion snapper since the
capacity of the fishing fleet allows for
rapid harvest of the commercial quota.
Prior notice and opportunity for public
comment could result in a harvest well
in excess of the established commercial
quota.

For the aforementioned reasons, the
AA also finds good cause to waive the
30-day delay in the effectiveness of this
action under 5 U.S.C. 553(d)(3).

Authority: 16 U.S.C. 1801 et seq.
Dated: September 16, 2015.

Alan D. Risenhoover,

Director, Office of Sustainable Fisheries,
National Marine Fisheries Service.

[FR Doc. 2015-23616 Filed 9-16—15; 4:15 pm]
BILLING CODE 3510-22-P

DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric
Administration

50 CFR Part 622
[Docket No. 0907271173-0629-03]
RIN 0648-XE181

Fisheries of the Caribbean, Gulf of
Mexico, and South Atlantic; 2015
Commercial Accountability Measure
and Closure for South Atlantic Showy
Grouper

AGENCY: National Marine Fisheries
Service (NMFS), National Oceanic and
Atmospheric Administration (NOAA),
Commerce.

ACTION: Temporary rule; closure.

SUMMARY: NMFS implements
accountability measures (AMs) for
commercial snowy grouper in the
exclusive economic zone (EEZ) of the
South Atlantic. NMFS projects
commercial landings for snowy grouper
will reach the commercial annual catch
limit (ACL) (equivalent to the
commercial quota) by September 22,
2015. Therefore, NMFS closes the
commercial sector for snowy grouper in
the South Atlantic EEZ on September
22, 2015, and it will remain closed until
the start of the next fishing season on
January 1, 2016. This closure is
necessary to protect the snowy grouper
resource.

DATES: This rule is effective 12:01 a.m.,
local time, September 22, 2015, until
12:01 a.m., local time, January 1, 2016.
FOR FURTHER INFORMATION CONTACT:
Britni LaVine, NMFS Southeast
Regional Office, telephone: 727-824—
5305, email: britni.lavine@noaa.gov.
SUPPLEMENTARY INFORMATION: The
snapper-grouper fishery of the South

Atlantic includes snowy grouper and is
managed under the Fishery
Management Plan for the Snapper-
Grouper Fishery of the South Atlantic
Region (FMP). The FMP was prepared
by the South Atlantic Fishery
Management Council and is
implemented by NMFS under the
authority of the Magnuson-Stevens
Fishery Conservation and Management
Act (Magnuson-Stevens Act) by
regulations at 50 CFR part 622.

The final rule implementing
Regulatory Amendment 20 to the FMP
recently revised the commercial quota
(equivalent to the commercial ACL) for
snowy grouper in the South Atlantic to
115,451 1b (52,368 kg), gutted weight;
136,233 1b (61,794 kg), round weight, for
the remainder of the current fishing
year, ending December 31, 2015, as
specified in 50 CFR 622.190(a)(1) (80 FR
43033, July 21, 2015).

Under 50 CFR 622.193(b)(1), NMFS is
required to close the commercial sector
for snowy grouper when the commercial
quota (commercial ACL) is reached, or
is projected to be reached, by filing a
notification to that effect with the Office
of the Federal Register. NMFS projects
that commercial landings of South
Atlantic snowy grouper will reach the
commercial ACL by September 22,
2015. Accordingly, the commercial
sector for South Atlantic snowy grouper
is closed effective 12:01 a.m., local time,
September 22, 2015, until 12:01 a.m.,
local time, January 1, 2016.

The operator of a vessel with a valid
commercial vessel permit for South
Atlantic snapper-grouper with snowy
grouper on board must have landed and
bartered, traded, or sold such snowy
grouper prior to 12:01 a.m., local time,
September 22, 2015. During the
commercial closure, harvest and
possession of snowy grouper in or from
the South Atlantic EEZ is limited to the
bag and possession limits, as specified
in §622.187(b)(2)(ii) and (c)(1). Also
during the commercial closure, the sale
or purchase of snowy grouper taken
from the South Atlantic EEZ is
prohibited. The prohibition on sale or
purchase does not apply to the sale or
purchase of snowy grouper that were
harvested, landed ashore, and sold prior
to 12:01 a.m., local time, September 22,
2015, and were held in cold storage by
a dealer or processor.

For a person on board a vessel for
which a Federal commercial or charter
vessel/headboat permit for the South
Atlantic snapper-grouper fishery has
been issued, the bag and possession
limits and the sale and purchase
provisions of the commercial closure for
snowy grouper would apply regardless
of whether the fish are harvested in state
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or Federal waters, as specified in 50
CFR 622.190(c)(1)(ii).

Classification

The Regional Administrator,
Southeast Region, NMFS, has
determined this temporary rule is
necessary for the conservation and
management of snowy grouper and the
South Atlantic snapper-grouper fishery
and is consistent with the Magnuson-
Stevens Act and other applicable laws.

This action is taken under 50 CFR
622.193(b)(1) and is exempt from review
under Executive Order 12866.

These measures are exempt from the
procedures of the Regulatory Flexibility
Act, because the temporary rule is
issued without opportunity for prior
notice and comment.

This action responds to the best
scientific information available. The
Assistant Administrator for Fisheries,
NOAA (AA), finds that the need to
immediately implement this action to
close the commercial sector for snowy
grouper constitutes good cause to waive
the requirements to provide prior notice
and opportunity for public comment
pursuant to the authority set forth in 5
U.S.C. 553(b)(B), as such procedures
would be unnecessary and contrary to
the public interest. Such procedures are
unnecessary because the rule itself has
been subject to notice and comment,
and all that remains is to notify the
public of the closure. Such procedures
are contrary to the public interest
because of the need to immediately
implement this action to protect snowy
grouper since the capacity of the fishing
fleet allows for rapid harvest of the
commercial ACL (commercial quota).
Prior notice and opportunity for public
comment would require time and would
potentially result in a harvest well in
excess of the established commercial
ACL (commercial quota).

For the aforementioned reasons, the
AA also finds good cause to waive the
30-day delay in the effectiveness of this
action under 5 U.S.C. 553(d)(3).

Authority: 16 U.S.C. 1801 et seq.

Dated: September 16, 2015.
Alan D. Risenhoover,

Director, Office of Sustainable Fisheries,
National Marine Fisheries Service.

[FR Doc. 2015-23604 Filed 9-16—15; 4:15 pm]
BILLING CODE 3510-22-P

DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric
Administration

50 CFR Part 648
[Docket No. 140214138—-4482-02]
RIN 0648—-XE189

Fisheries of the Northeastern United
States; Bluefish Fishery and Summer
Flounder Fishery; Commercial Quota
Harvested for the State of
Massachusetts

AGENCY: National Marine Fisheries
Service (NMFS), National Oceanic and
Atmospheric Administration (NOAA),
Commerce.

ACTION: Temporary rule; closures.

SUMMARY: NMFS announces that the
2015 commercial bluefish and summer
flounder quota allocated to the
Commonwealth of Massachusetts has
been harvested. Vessels issued
commercial Federal fisheries permits for
these fisheries may not land bluefish or
summer flounder in Massachusetts for
the remainder of calendar year 2015,
unless additional quota becomes
available through a transfer from
another state. Regulations governing
these fisheries require publication of
this notice to advise Massachusetts that
the quota has been harvested, and to
advise Federal vessel and dealer permit
holders that no Federal commercial
quota is available to land bluefish or
summer flounder in Massachusetts.

DATES: Effective 0001 hours, September
17, 2015, through December 31, 2015 for
summer flounder and effective 0001
hours, September 19, 2015, through
December 31, 2015 for bluefish.

FOR FURTHER INFORMATION CONTACT: Reid
Lichwell, (978) 281-9112, or
Reid.Lichwell@noaa.gov.

SUPPLEMENTARY INFORMATION:
Regulations governing the bluefish
fishery and summer flounder fishery are
found at 50 CFR part 648. The bluefish
regulations require annual specification
of a commercial quota that is
apportioned on a percentage basis
among the coastal states from Florida
through Maine, while the summer
flounder regulations require annual
specification of commercial quota that is
apportioned based on a percentage basis
among coastal states from North
Carolina through Maine. The processes
to set the annual commercial quotas and
the percent allocated to each state are
described in §648.162 and § 648.102 for
bluefish and summer flounder,
respectively.

The initial coastwide commercial
quota for bluefish for the 2015 fishing
year is 5,241,202 1b (2,377,371 kg) (80
FR 46848, August 6, 2015). The percent
allocated to vessels landing bluefish in
Massachusetts is 6.7167 percent,
resulting in an initial commercial quota
of 352,036 1b (159,681 kg). The 2015
allocation was adjusted to 602,036 1b
(273,079 kg) to reflect quota transfers
from other states.

The initial coastwide commercial
quota for summer flounder for the 2015
fishing year was set at 11,069,410 1b
(5,021,000 kg) (79 FR 78311, December
30, 2014). The percent allocated to
vessels landing summer flounder in
Massachusetts is 6.82046 percent,
resulting in an initial commercial quota
of 754,985 1b (340,165 kg). The 2015
allocation was adjusted to 760,785 b
(345,086 kg) to reflect quota overages
from 2014 and quota transfers from
other states.

The Administrator, Greater Atlantic
Region, NMFS (Regional Administrator),
monitors the state commercial quotas
and determines when a state’s
commercial quota has been harvested.
NMEFS is required to publish a notice in
the Federal Register alerting Federal
commercial vessel and dealer permit
holders that, effective upon a specific
date, the state’s commercial quota has
been harvested and no commercial
quota is available to land bluefish or
summer flounder in that state. The
Regional Administrator has determined,
based upon dealer reports and other
available information, that
Massachusetts has harvested its quota
for 2015.

Section 648.4(b) provides that Federal
permit holders agree, as a condition of
the permit, not to land bluefish or
summer flounder in any state that the
Regional Administrator has determined
no longer has commercial quota
available. Therefore, vessels holding
Federal commercial permits are
prohibited from landing summer
flounder, effective 0001 hours,
September 17, 2015 and/or bluefish,
effective 0001 hours, September 19,
2015 for the remainder of the 2015
calendar year, unless additional quota
becomes available through a transfer
and is announced in the Federal
Register. Federally permitted dealers are
also notified that they may not purchase
summer flounder, effective 0001 hours,
September 17, 2015 and/or bluefish,
effective 0001 hours, September 19,
2015 from federally permitted vessels
that land in Massachusetts for the
remainder of the calendar year, or until
additional quota becomes available
through a transfer from another state.
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Classification

This action is required by 50 CFR part
648 and is exempt from review under
Executive Order 12866.

The Assistant Administrator for
Fisheries, NOAA (AA), finds good cause
pursuant to 5 U.S.C. 553(b)(B) to waive
prior notice and the opportunity for
public comment because it would be
contrary to the public interest. This
action closes the bluefish fishery and
summer flounder fishery for
Massachusetts until January 1, 2016,
under current regulations. The
regulations at § 648.103(b) require such
action to ensure that vessels do not
exceed state quotas. If implementation
of this closure was delayed to solicit
prior public comment, the quota for this
fishing year would be exceeded, thereby
undermining the conservation
objectives of the Atlantic Bluefish
Fishery Management Plan and the
Summer Flounder Fishery Management
Plan. The AA further finds, pursuant to
5 U.S.C. 553(d)(3), good cause to waive
the thirty (30) day delayed effectiveness
period for the reason stated above.

Authority: 16 U.S.C. 1801 et seq.
Dated: September 15, 2015.

Emily H. Menashes,

Acting Director, Office of Sustainable
Fisheries, National Marine Fisheries Service.

[FR Doc. 2015-23598 Filed 9—16-15; 4:15 pm]
BILLING CODE 3510-22-P

DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric
Administration

50 CFR Part 648

[Docket No. 140117052-4402—-02]

RIN 0648—-XE156

Fisheries of the Northeastern United
States; Scup Fishery; Adjustment to
the 2015 Winter Il Quota

AGENCY: National Marine Fisheries
Service (NMFS), National Oceanic and

Atmospheric Administration (NOAA),
Commerce.

ACTION: Temporary rule; inseason
adjustment.

SUMMARY: NMFS adjusts the 2015
Winter II commercial scup quota. This
action complies with Framework
Adjustment 3 to the Summer Flounder,
Scup, and Black Sea Bass Fishery
Management Plan, which established a
process to allow the rollover of unused
commercial scup quota from the Winter
I period to the Winter II period.

DATES: Effective November 1, 2015,
through December 31, 2015.

FOR FURTHER INFORMATION CONTACT: Reid
Lichwell, Fishery Management
Specialist, (978) 281-9112.

SUPPLEMENTARY INFORMATION: NMFS
published a final rule in the Federal
Register on November 3, 2003 (68 FR
62250), implementing a process to roll
over unused Winter I commercial scup
quota (January 1 through April 30) to be
added to the Winter II period quota
(November 1 through December 31).
This framework also allows adjustment
of the commercial possession limit for
the Winter II period dependent on the
amount of quota rolled over from the
Winter I period.

For 2015, the initial Winter II quota is
3,384,470 1b (1,535 mt), and the best
available landings information indicates
that 2,084,256 1b (945 mt) of the Winter
I quota remains unused. The 2015
Winter I quota was 9,578,008 1b (4,344
mt). Consistent with the intent of
Framework 3, the full amount of unused
2015 Winter I quota is transferred to
Winter II, resulting in a revised 2015
Winter II quota of 5,468,726 1b (2,481
mt). Because the amount transferred is
greater than 2,000,000 b (907 mt), the
per trip possession limit will increase
from 12,000 1b (5,443 kg) to 18,000 lb
(8,165 kg) during the Winter II quota
period, consistent with the final rule
that increased the Winter II trip limit,
published on May 22, 2014 (79 FR
29371).

Classification

This action is required by 50 CFR part
648 and is exempt from review under
Executive Order 12866.

The Assistant Administrator for
Fisheries, NOAA (AA), has determined
good cause exists pursuant to 5 U.S.C.
553(b)(B) to waive prior notice and the
opportunity for public comment on this
in-season adjustment because it is
impracticable and contrary to the public
interest. The landings data upon which
this action is based are not available on
a real-time basis and, consequently,
were compiled only a short time before
the determination was made that this
action is warranted. If implementation
of this in-season action is delayed to
solicit prior public comment, the
objective of the fishery management
plan to achieve the optimum yield from
the fishery could be compromised;
deteriorating weather conditions during
the latter part of the fishing year will
reduce fishing effort and could prevent
the annual quota from being fully
harvested. This would conflict with the
agency’s legal obligation under the
Magnuson-Stevens Fishery
Conservation and Management Act to
achieve the optimum yield from a
fishery on a continuing basis, resulting
in a negative economic impact on
vessels permitted to fish in this fishery.

Authority: 16 U.S.C. 1801 et seq.
Dated: September 16, 2015.
Alan D. Risenhoover,

Director, Office of Sustainable Fisheries,
National Marine Fisheries Service.

[FR Doc. 2015-23622 Filed 9-18—15; 8:45 am|
BILLING CODE 3510-22-P
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This section of the FEDERAL REGISTER
contains notices to the public of the proposed
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.

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 71

[Docket No. FAA-2015-3751; Airspace
Docket No. 15-ANM-20]

Proposed Amendment of Class D and
Class E Airspace; Salem, OR

AGENCY: Federal Aviation
Administration (FAA), DOT.

ACTION: Notice of proposed rulemaking
(NPRM).

SUMMARY: This action proposes to
modify Class D airspace, Class E surface
area airspace, and Class E airspace
extending upward from 700 feet above
the surface at McNary Field, Salem, OR.
After further review, the FAA found
some airspace unnecessary for Standard
Instrument Approach Procedures for
Instrument Flight Rules (IFR) operations
at the airport.

DATES: Comments must be received on
or before November 5, 2015.

ADDRESSES: Send comments on this
proposal to the U.S. Department of
Transportation, Docket Operations, M—
30, West Building Ground Floor, Room
W12-140, 1200 New Jersey Avenue SE.,
Washington, DC 20590; telephone (202)
366—9826. You must identify FAA
Docket No. FAA-2015-3751; Airspace
Docket No. 15—~ANM-20, at the
beginning of your comments. You may
also submit comments through the
Internet at http://www.regulations.gov.
You may review the public docket
containing the proposal, any comments
received, and any final disposition in
person in the Dockets Office between
9:00 a.m. and 5:00 p.m., Monday
through Friday, except Federal holidays.
The Docket Office (telephone 1-800—
647-5527), is on the ground floor of the
building at the above address.

FAA Order 7400.9Z, Airspace
Designations and Reporting Points, and
subsequent amendments can be viewed
online at http://www.faa.gov/air_traffic/
publications/. For further information,

you can contact the Airspace Policy and
ATC Regulations Group, Federal
Aviation Administration, 800
Independence Avenue SW.,
Washington, DC 29591; telephone: 202—
267-8783. The Order is also available
for inspection 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/code_of federal-
regulations/ibr_locations.html.

FAA Order 7400.9, Airspace
Designations and Reporting Points, is
published yearly and effective on
September 15.

FOR FURTHER INFORMATION CONTACT:
Steve Haga, Federal Aviation
Administration, Operations Support
Group, Western Service Center, 1601
Lind Avenue SW., Renton, WA 98057;
telephone (425) 203—4563.
SUPPLEMENTARY INFORMATION:

Authority for This Rulemaking

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

Comments Invited

Interested parties are invited to
participate in this proposed rulemaking
by submitting such written data, views,
or arguments, as they may desire.
Comments that provide the factual basis
supporting the views and suggestions
presented are particularly helpful in
developing reasoned regulatory
decisions on the proposal. Comments
are specifically invited on the overall
regulatory, aeronautical, economic,
environmental, and energy-related
aspects of the proposal.
Communications should identify both
docket numbers and be submitted in

triplicate to the address listed above.
Commenters wishing the FAA to
acknowledge receipt of their comments
on this notice must submit with those
comments a self-addressed, stamped
postcard on which the following
statement is made: “Comments to
Docket No. FAA-2015-3751; Airspace
Docket No. 15-~ANM-20.” The postcard
will be date/time stamped and returned
to the commenter.

Availability of NPRMs

An electronic copy of this document
may be downloaded through the
Internet at http://www.regulations.gov.
Recently published rulemaking
documents can also be accessed through
the FAA’s Web page at http://
www.faa.gov/airports_airtraffic/air_
traffic/publications/airspace
amendments/.

You may review the public docket
containing the proposal, any comments
received, and any final disposition in
person in the Dockets Office (see the
ADDRESSES section for the address and
phone number) between 9:00 a.m. and
5:00 p.m., Monday through Friday,
except federal holidays. An informal
docket may also be examined during
normal business hours at the Northwest
Mountain Regional Office of the Federal
Aviation Administration, Air Traffic
Organization, Western Service Center,
Operations Support Group, 1601 Lind
Avenue SW., Renton, WA 98057.

Persons interested in being placed on
a mailing list for future NPRMs should
contact the FAA’s Office of Rulemaking,
(202) 267-9677, for a copy of Advisory
Circular No. 11-2A, Notice of Proposed
Rulemaking Distribution System, which
describes the application procedure.

Availability and Summary of
Documents Proposed for Incorporation
by Reference

This document proposes to amend
FAA Order 7400.9Z, Airspace
Designations and Reporting Points,
dated August 6, 2015, and effective
September 15, 2015. FAA Order
7400.9Z is publicly available as listed in
the ADDRESSES section of this proposed
rule. FAA Order 7400.9Z lists Class A,
B, C, D, and E airspace areas, air traffic
service routes, and reporting points.

The Proposal

The FAA is proposing an amendment
to Title 14 Code of Federal Regulations
(14 CFR) Part 71 by modifying Class D
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airspace, Class E surface area airspace,
and Class E airspace extending upward
from 700 feet above the surface at
McNary Field, Salem, OR. A review of
the airspace revealed the expanded
airspace is not required for standard
instrument approach procedures for IFR
operations at the airport. Class D
airspace would extend upward from the
surface within a 4-mile radius northeast
of McNary Field, with a segment
extending from the 4-mile radius to 5
miles from the east to the northwest.
Class E surface area airspace would
extend upward from the surface within
a 4-mile radius northeast of McNary
Field, with a segment extending from
the 4-mile radius of the airport to 5
miles from the east to the northwest.
Class E airspace extending upward from
700 feet above the surface would be
modified to within a 6.2-mile radius
south to the northwest of McNary Field,
with segments extending to 6.7 miles to
the northeast, and 8.2 miles to the
southeast of the airport.

Class D and Class E airspace
designations are published in paragraph
5000, 6002, and 6005, respectively, of
FAA Order 7400.9Z, dated August 6,
2015 and effective September 15, 2015,
which is incorporated by reference in 14
CFR 71.1. The Class D and Class E
airspace designations listed in this
document will be published
subsequently in the Order.

Regulatory Notices and Analyses

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

Environmental Review

This proposal will be subject to an
environmental analysis in accordance
with FAA Order 1050.1E,
“Environmental Impacts: Policies and
Procedures” prior to any FAA final
regulatory action.

List of Subjects in 14 CFR Part 71

Airspace, Incorporation by reference,
Navigation (air).

The Proposed Amendment

Accordingly, pursuant to the
authority delegated to me, the Federal
Aviation Administration proposes to
amend 14 CFR part 71 as follows:

PART 71—DESIGNATION OF CLASS A,
B, C, D, AND E AIRSPACE AREAS; AIR

TRAFFIC SERVICE ROUTES; AND
REPORTING POINTS

m 1. The authority citation for 14 CFR
part 71 continues to read as follows:

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

§71.1 [Amended]

m 2. The incorporation by reference in
14 CFR 71.1 of FAA Order 7400.9Z,
Airspace Designations and Reporting
Points, dated August 6, 2015, and
effective September 15, 2015, is
amended as follows:

Paragraph 5000: Class D airspace.

* * * * *

ANM OR D Salem, OR [Modified]

Salem, McNary Field, OR (lat. 44°54"34”
N., long. 123°00'09” W.)

That airspace extending upward from the
surface to and including 2,700 feet MSL
within a 4-mile radius of McNary Field from
the 330° bearing from the airport clockwise
to the 074° bearing, and that airspace within
a 5-mile radius of McNary Field from the
074° bearing from the airport clockwise to the
330° bearing. This Class D airspace area is
effective during the specific dates and times
established in advance by a Notice to
Airmen. The effective date and time will
thereafter be continuously published in the
Airport/Facility Directory.

Paragraph 6002: Class E Airspace Designated
as Surface Areas.
* * * * *

ANM OR E2 Salem, OR [Modified]

Salem, McNary Field, OR (lat. 44°5434”
N., long. 123°00'09” W.)

That airspace extending upward from the
surface within a 4-mile radius of McNary
Field from the 330° bearing from the airport
clockwise to the 074° bearing, and that
airspace within a 5-mile radius of McNary
Field from the 074° bearing from the airport
clockwise to the 330° bearing.

Paragraph 6005: Class E Airspace areas
extending upward from 700 feet or more
above the surface of the earth.

* * * * *

ANM OR E5 Salem, OR [Modified]

Salem, McNary Field, OR (lat. 44°54"34”
N., long. 123°00'09” W.)

That airspace extending upward from 700
feet above the surface within a 6.2-mile

radius of McNary Field from the 164° bearing
from the airport clockwise to the 315°
bearing, and that airspace within a 6.7-mile
radius of McNary Field from the 315° bearing
from the airport clockwise to the 074°
bearing, and that airspace within a 8.2-mile
radius of McNary Field from the 074° bearing
from the airport clockwise to the 164° bearing
of the airport.

Issued in Seattle, Washington, on
September 11, 2015.
Johanna Forkner,

Acting Manager, Operations Support Group,
Western Service Center.

[FR Doc. 2015-23508 Filed 9—18—15; 8:45 am]
BILLING CODE 4910-13-P

SUSQUEHANNA RIVER BASIN
COMMISSION

18 CFR Part 806

Review and Approval of Projects

AGENCY: Susquehanna River Basin
Commission.

ACTION: Notice of proposed rulemaking;
notice of public hearing.

SUMMARY: This document contains
proposed rules that would amend the
regulations of the Susquehanna River
Basin Commission (Commission) to
simpli