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PUBLIC WELFARE
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COST ALLOCATION CONSISTENCY

CASB publishes proposed interpretation.... ... ... .. 5134

NEW ANIMAL DRUGS

HEW/FDA approves use of amoxicillin tablets for dogs

and tylosin in swinefeed (2 documents); effective
2-4-76 . . 5093
FDA wanves certam requnrements for some swmefeeds
containing erythromycin thiocyanate; effective 2—4-76.. 5094

MEDICAID
HEW/SRS proposes prohibition against reassignment
of claims; comments by 3-3-76...... R AR ST RN 5i31

CROP INSURANCE

USDA/FCIC issues provisions for sunflowers and Florida

citrus (2 documents)... - et e s 53045 5106
FCIC clarifies contractual language = S aprnog s .. 5105

SELF REGULATORY ORGANIZATIONS
SEC issues notice of proposed rules and rule changes
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AGRICULTURE DEPARTMENT

See Federal Crop Insurance Cor-
poration; Farmers Home Ad-
ministration; Forest Service;
Rural Electrification Adminis-
tration.

AIR FORCE DEPARTMENT

Notices

Meetings:

Scientific Advisory Board (6
documents) 5138

ALCOHOL, TOBACCO, AND FIREARMS
BUREAU

Rules

Liquor dealers; adjusted rate of
interest

ARMY DEPARTMENT

See also Engineers Corps.

Notices

Meetings:
Historical Advisory Committee.
Military History Research Col-

lection Advisory Committee.

Winter Navigation Board __._

CENSUS BUREAU

Notices

Census Advisory Committee on
State and Local Area Statistics;
establishment

CIVIL AERONAUTICS BOARD
Notices
Hearings, etc.:
Des Moines/Milwaukee-Phoenix
route proceeding
Frontier Airlines, InCov oo~
Garuda Indonesian Airways...
International Air Transport
Association (2 documents) __
Various carriers; fare increase
for domestic passengers_..._.

CIVIL SERVICE COMMISSION

Rules

Excepted service:
Department of Justice. .. ____

COMMERCE DEPARTMENT

See also Census Bureau; Maritime
Administration; National Bu-
reau of Standards.

Notices

Voting age population estimates
for D e e S e

CONSUMER PRODUCT SAFETY
COMMISSION

Notices

Flammable Fabrics Act; enforce-
ment proceeding; Slumber King
Manufacturing Corp. and
Charles Damron.____________._ 5144

COST ACCOUNTING STANDARDS BOARD

Proposed Rules

Cost accounting standards:
Consistency in allocation costs

incurred for the same pur-
pose; interpretations._ .. ____

DEFENSE DEPARTMENT
See Air Force Department; Army
Department; Engineers Corps.

5103

5138

5139
5139

5163

5142
5143
5143

5144
5142

5103

5164
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Meetings:
Advisory Group on Electron De-
vices

EDUCATION OFFICE
Notices

Meetings:
National Council on Bilingual
Education

ENGINEERS CORPS
Proposed Rules

Navigation regulations:
St Marys Falls Canal and Locks,

Michigan 5129
ENVIRONMENTAL PROTECTION AGENCY
.Notices

Ambient air monitoring; reference
method designation_ ...

FARMERS HOME ADMINISTRATION

Rules
Association, community facility
loans:
Community facility loans; cor-
b o i1 Lo 8 T S L e e e 5109

Proposed Rules
Loans and grants:

Community facilities develop-
ment, conservation and utili-
zation

Notices
Disaster areas:

5129

5141

FEDERAL AVIATION ADMINISTRATION
Rules
Airworthiness directives:
Piper (2 documents) v ev o
BIROTBIY . s it wcss Lo
ContIol ZonNes. <o~ coLca o iy
Standard instrument approach
proceduresisninte S el 5092

FEDERAL BUREAU OF INVESTIGATION

Notices
Meetings:
National Crime Information
Center Advisory Policy
B OB P o o N i 5139
FEDERAL CROP INSURANCE
CORPORATION
Rules i
Crops insurance, designated coun-
ties in certain states:
[ @¢1119) § Qb R R e SRR - LN 5104
ST e ) ISt O 5104
3T e [0y v e T L NN, 5104

Crop insurance; standard policy

to clarify contractual lan-
T T e e e T Tt e 5105
Florida citrus crop insurance... 5106

FEDERAL ENERGY ADMINISTRATION
Rules
Mandatory petroleum price regu-
lations:
Banked costs, proportionate al-
location of costs and pass-

through of cost decreases... 5111
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FEDERAL INSURANCE ADMINISTRATION
Rules

Areas eligible for sale of insur-
ance
National flood insurance program:
Special hazard areas___.______

FEDERAL MARITIME COMMISSION
Notices
Agreements filed, ete.:

Witen . B len Rt

FEDERAL POWER COMMISSION
Notices

Hearings, ete.:
Atlantic Richfield Co., et al____

5089
5090

5146

5146

FEDERAL RESERVE SYSTEM
Rules

Truth-in-lending:
Fair credit billing, deseription
of transactions; correction__
Real estate settlement proce-
dures; rescission.___ .. _._
Proposed Rules
Bank holding companies:
Nonbanking activities__.__._____
Notices
Applications, ete.:
American Bancorporation._.__
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Financial General Bancshares,
0 & o [, O e T S S S e
Kaskaskia Baneshares, Inc____
Southland Bancorporation ___

5098
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5149

5151
5150
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FEDERAL TRADE COMMISSION
Rules
Prohibited trade practices:
Main Street Furniture, Inc., et
B e 5124
FISCAL SERVICE
Notices
Surety companies acceptable on
Federal bonds:

Bankers & Shippers Insurance
Co. of New York; termina-
o)y = O S i S T

Michigan Mutual Insurance Co.

5137
5137
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Rules
Animal drugs, feeds and related
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Erythromycin thiocyanate_____ 5094
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Notices
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Notices
Regulatory reports review; pro-
PO s e e o 5151
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GENERAL SERVICES ADMINISTRATION
Rules

Property management:
Federal (2 documents) . ___. 5097

HEALTH, EDUCATION, AND WELFARE
DEPARTMENT

See Education Office; Food and
Drug Administration; Public
Health Service; Social and Re-
habilitation Service.

HOUSING AND URBAN DEVELOPMENT
DEPARTMENT

See Federal Insurance Adminis-
tration.

IMMIGRATION AND NATURALIZATION
SERVICE

Rules

Miscellaneous amendments to
(1137401 7 ot O o SO

INDIAN AFFAIRS BUREAU
Rules
Contracts and grants under Indian

Self-Determination and Educa-

tion Act; education contracts

under Johnson-O'Malley Act;

(0] 5 gt 1 (o) ¢ QU S S = g o s

Proposed Rules
Judgment funds:

Per capita payment aspects for
minors, legal incompetents,
and deceased beneficiaries...

Notices
Judgment funds; plans for use and

5098

5129

5140
5140

INTERIOR DEPARTMENT

See also Indian Affairs Bureau;
Land Management Bureau;
Mines Bureau. .

Notices

Meetings:

Committee on Enhanced Recov-
ery Techniques. for Oil and
Gas in the United States__.__ 5141

INTERNAL REVENUE SERVICE
Rules
Income tax:

Deductions from gross income. .

Reinsurance transactions.____.

Disposition of qualified low-
income housing_____________

5099
5099

INTERSTATE COMMERCE COMMISS!ON
Notices

Abandonment of lines:
Oregon-Washington Railroad
and Navigation Company and

Union Pacific Railroad Co__. 5165
Financial interest statements:

Manion, Raymond R ... __. 5165
Hearing assignments__ __________ 5166
Motor carriers:

Alternate route deviations_ ... 5195

Applications and other proceed-

T et Sk e 5167

Bulk Grain in Bargelands, Mid-

dlewest, South and South-
WeRl Ot s sl asns 5166
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Intrastate applications._.____.. 5198
Irregular-route carriers of prop-
erty; elimination of gateway. 5174

Temporary authority applica-
tions (3 documents).._. 5166, 5172
Transfer proceedings._.________ 5194

JUSTICE DEPARTMENT

See Federal Bureau of Investiga-
tion; Immigration and Naturali-
zation Service.

LAND MANAGEMENT BUREAU
Notices
Meeting:
Redding
Board

LEGAL SERVICES CORPORATION
Notices

Grants or contracts;
applications

MARITIME ADMINISTRATION
Notices
War risk insurance values; interim

District Advisory

receipt of

binders as of July 1, 1975 ____ 5233
MINES BUREAU
Notices
Meetings:
Advisory Committee on Coal
Mine Safety Research_______ 5141

NATIONAL BUREAU OF STANDARDS
Notices
Voluntary product standards:
Coffee grinds; simplified prac-
tice recommendation; intent

N p b e Te s o A R S T 5164

NATIONAL SCIENCE FOUNDATION
Notices
Meetings:
Advisory Panel for Science Edu-
cation Projects.._..—__.__._

PUBLIC HEALTH SERVICE
Rules
Grants:

Health Services Research Cen-
ters

5152

5225

RENEGOTIATION BOARD

Rules

Privacy Actof 1974 . _.____
Notices

Privacy Act; system of- records;
correction

5095

5152

RURAL ELECTRIFICATION
ADMINISTRATION
Notices
Environmental statements; avail-
ability, ete.:
Oglethorpe Electric Member-
5142

SECURITIES AND EXCHANGE
COMMISSION

Proposed Rules
Securities Exchange Act:
Temporary exemption from bro-

ker-dealer registration..._.... 5135

Notices
Self regulatory organizations; pro-
posed rule changes:
American Commonwealth Fi-
paneial  Corh. - nrerene— e 5152
American Stock Exchange, Inc. 5161
Boston Stock Exchange, Inc..... 5159
Milwaukee Equity Fund, Inc.._. 5160
Municipal Securities Rulemak-
Mg Board e s 5152
National Association of Securi-
ties Dealers, Inc_ .. 5153

New York Stock Exchange, Inc.
(2 documents) _______.__ 5155-5157
Northeast Fidelity Investment

0 bt by ATy 5 e 5160
Options Clearing Corp_ .. ___ 5159
PBW Stock Exchange, Inc...__ 5161
Research Automation Corp__.. 5161

SMALL BUSINESS ADMINISTRATION

" Rules

Small business size standards:
Small business government con-
tractors
Notices

Meetings:
Hato Rey District Advisory
ot e s S s
Small Business investment com-
panies:
SC Opportunities, Inc_...____ 5163

SOCIAL AND REHABILITATION SERVICE
Proposed Rules
Medical assistance program:
Prohibition against reassign-
mentofclaims______________
Public assistance programs:
Special section 1115 demonstra-
tion projects under Titles I,
IV, XIV, XVI, XIX, and
XX of the Social Security
V0 e e e o il i S gl S 5132

5123

5163

5131

SOCIAL SECURITY ADMINISTRATION

Notices

Supplemental Security Income
Study Group; avallability of
YOROIT e ot B s e 5142

STATE DEPARTMENT

Notices

Meetings:
Advisory Panel on Academic

Music

Advisory Panel on Folk Music

5137

51317
Shipping Coordinating Commit-

tee 5137

TRANSPORTATION DEPARTMENT

See Federal Aviation Administra-
tion.

TREASURY DEPARTMENT

See Alcohol, Tobacco and Firearms
Bureau; Fiscal Service; Inter-
nal Revenue Service.

VETERANS ADMINISTRATION
Rules

Bonds and insurance; revocation. 5097

FEBRUARY 4, 1976




list of cfr parts affected

The following numerical guide is a list of the parts of each title of the Code of Federal Regulations affected by documents published in today’s
jssue. A cumulative list of parts affected, covering the current month to date, follows beginning with the second issue of the month.

A Cumulative List of CFR Sections Affected is published separately at the end of each month. The guide lists the parts and sections affected
by documents published since the revision date of each title.
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The following numerical guide is a list of parts of each title of the Code of
Federal Regulations affected by documents published to date during February.
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reminders

(The items in this list were editorially compiled as an ald to Feperar RecisTen users. Inclusion or exclusion from this list has no legal
significance. Since this list is intended as a reminder, it does not include effective dates that occur within 14 days of publication.)

Rules Going Into Effect Today

Nore: There were no items published after
October 1, 1972, that are eligible for inclusion
in the list of Ruies Gomwe INTO EFFECT
TODAY.

Next Week’s Deadlines for Comments
On Proposed Rules

AGRICULTURE DEPARTMENT
Agricultural Marketing Service—

Grade standards for fresh tomatoes;
comments by 2-15-76........ 2090;
1-14-76

Hops of domestic production; han-
dling; comments by 2-11-76.

3093; 1-21-76

Increase in payment rates for cer-
tain services on reserve tonnage
raisins produced from grapes
grown in California; comments by
2-13-76 ... ... 4293; 1-29-76

Food and Nutrition Service—

Child care food program; interim
implementation provisions; com-
ments by 2-15-76............ 60057;

12-31-75

Summer food service program for

children; comments by 2-15-76.
1078; 1-6-76

ENVIRONMENTAL PROTECTION AGENCY

Implementation plans for Ohio; com-
ment by 2-13-76 .. 2099;
1-14-76

EXPORT-IMPORT BANK

Book-entry procedures; comments by

2-15-76 ........ . 1086; 1-6-76
FEDERAL COMMUNICATIONS
COMMISSION

Amateur radio service; volunteer ex-
aminers; examinations; comments by
2-12-76 ........... 59602; 12-29-75

FM broadcast stations; table of assign-
ments; comments by 2-9-76.. 1088;

1-6-76

Television broadcast stations; table of

assignments; comments bty 2-13-76.
59601; 12-29-75

FEDERAL ENERGY ADMINISTRATION
Consumer Product Test Procedures;

comments by 2-13-76 3121;
1-21-76
HOUSING AND URBAN DEVELOPMENT

DEPARTMENT
Federal Insurance Administration—
Statewide “Fair”’ plans; comments by
2-9-76 .. ............... 1499; 1-8-76
Sale of insurance and adjustment of

claims; notice to policyholders;
comments by 2-9-76... ... . 1500;
1-8-76
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INTERIOR DEPARTMENT

National Park Service—
National Capital Parks; demonstra-
tions and special events; comments
by 2-17-76...... 58651; 12-18-75

Office of the Secretary—
Freedom of information; uniform fee
schedule for request for informa-

tion and records; comments by
2-10-76 ............. 2826; 1-20-76

JUSTICE DEPARTMENT
Drug Enforcement Administration—

Records of manufacturers; comments
by 2-11-76........ . 1498; 1-8-76

SMALL BUSINESS ADMINISTRATION

Surety bond guarantee; policy and fees;
comments by 2-9-76.. 1608; 1-9-76

TRANSPORTATION DEPARTMENT
Federal Aviation Administration—

Aircraft security; comments by
2-9-76 .. . ... 1085; 1-6-76
Transition area; St. Marys, Penn.;
comments by 2-9-76. 1605;
1-9-76
National Highway Traffic Safety

Administration—
Motor vehicle safety regulations; used
components in trailer manufactur-
ing; extension of comment period

to 2-12-76..... ... 3485; 1-23-76
Originally published at.. . 58153;
12-15-76

Next Week’'s Meetings

ADMINISTRATIVE CONFERENCE OF
THE UNITED STATES
Committee on Judicial Review; to be
held in Washington, D.C. (open with
restrictions); 2-13-76 3502;
1-23-76

AGRICULTURE DEPARTMENT

Commodity Credit Corporation—

Commodity Credit Corporation Ad-
visory Board; to be held in Wash-

ington, D.C. (open); 2-9 and

2-10-76 ... .. 3766; 1-26-76
Forest Service—

Miguel District Grazing Advisory

Board; to be held in Montrose,
Colorado (open); 2-10-76._. 2269;
1-15-76

CIVIL RIGHTS COMMISSION

Nevada Advisory Committee; to be held
at Las Vegas, Nev. (open); 2-13-76.
59374; 12-23-75
Oregon Advisory Committee; to be held
at Portland, Oreg. (open); 2-9-76.
59374; 12-23-75

COMMERCE DEPARTMENT

Domestic and International Business
Administration—

Computer Systems Technical Ad-
visory Committee, Hardware Sub-
committee to be held in Washing-
ton, D.C. (open with restrictions);
2-10-76 ............ 52075; 11-7-75

Computer Systems Technical Ad-
visory Committee; to be held in
Washington, D.C. (open); 2-10-76.

1611; 1-19-76
National Oceanic and Atmospheric
Administration— :

Marine Petroleum and Minerals Ad-
visory Committee Deep Ocean
Mining Environmental Study Ad-
visory Panel; to be held in Wash-
ington, D.C. (open); 2-12 and
2-13-76 .............. 1506; 1-8-76

Sea Grant Advisory Panel; to be
held in Washington, D.C. (open);
2-10-76 ... oo 794; 1-5-76

COMMODITY FUTURES TRADING
COMMISSION

Advisory Committee on Definition and
Regulation of Market Instruments
(open); 2-9 thru 2-11-76.

3502; 1-23-76

DEFENSE DEPARTMENT

Navy Department—

Chief of Naval Operations Executive
Panel Advisory Committee; to be
held in Washington, D.C. (closed);
2-10 and 2-11-76 . 1502;

1-8-76

Chief of Naval Operations Industry
Advisory Committee for Telecom-
munications; to be held in San
Diego, Cal. (closed); 2-11 and
2-12-76 ... 3884; 1-27-76

Office of the Secretary—

Armed Forces Epidemiological Board;
to be held in Washington, D.C. (por-
tions open); 2-12 and 2-13-76.

; 2835; 1-20-76

DDR&E High Energy Laser Review
Group (HELRG); to be held at Red-
stone Arsenal, Alabama (closed);
2-11 and 2-12-76 .- 3325;

1-22-76

Wage Committee; to be held in Wash-

ington, D.C. (closed); 2-10-76.
60100; 12-31-75

ENVIRONMENTAL PROTECTION AGENCY

State-Federal FIFRA Implementation
Advisory Committee Working Group
on Registration and Classification
(open); 2-9 and 2-10-76...... 2111;

1-14-76

vil




HEALTH, EDUCATION, AND WELFARE

DEPARTMENT

Alcohol, Drug Abuse, and Mental Health
Administration—

Alcohol Research Review Committee;
to be held at Holiday Inn, Bethesda,
Maryland (open); 2-11 thru
2-13-76 ... 3330; 1-22-76

National Institutes of Health—

Advisory Committee to the Director;
to be held in Bethesda, Md. (open);
2-9 and 2-10-76.. 2105; 1-14-76

Maternal and Child Health Research
Committee; to be held in Bethesda,
Md. (open); 2-12-76........ 59610;

12-29-75

Mental Retardation Research Com-
mittee; to be held in Bethesda, Md.
(open); 2-13 and 2-14-76.

59610; 12-29-75

National Cancer Institute Advisory

Committees; to be held in Be-
thesda, Md. (portions open);
2-13-76 ............. 2107; 1-14-76

Primate Research Centers Advisory
Committee; to be held in Bethesda,
Md. (open); 2-13-76....... 59611;

12-29-75
Office of Assistant Secretary for
Health—

National Commission for the Protec-
tion of Human Subjects of Bio-
medical and Behavioral Research;
to be held in Elkridge, Md. (open
with restrictions); 2-13 thru 2-16—
76.ciccennn... 3499; 1-23-76

Office of Education—

National Advisory Council for Career
Education; to be held at Skyline
Inn, Washington, D.C. (open);
2-10-76 ........._....3336; 1-22-76

INTERIOR DEPARTMENT
Bonneville Power Administration—
West Burley, Idaho, Power Facility
location public information meet-
ing; to be held in Burley, Idaho
(open); 2-10-76...... 785; 1-5-76
Bureau of Land Management—
Rawlins District Advisory Board; to be
held in Rawlins, Wyoming (open);
2-13-76 .............. 3765; 1-26-76

REMINDERS—Continued

Office of the Secretary—

Outer Continental Shelf Advisory
Board; to be held in New Orleans,
Louisiana (open); 2-10-76.. 3765;

1-26-76

JUSTICE DEPARTMENT

Law Enforcement Assistance
Administration—

National Advisory Committee on
Criminal Justice Standards and
Goals; to be held at Sheraton Jet
Port, Orlando, Florida (open); 2—-13
and 2-14-76... ... 3325; 1-22-76

MANAGEMENT AND BUDGET OFFICE

American Statistical Association Ad-
visory Committee on Statistical
Policy; to be held at Washington, D.C.
(open); 2-13-76.. 59382; 12-23-75

NATIONAL SCIENCE FOUNDATION

Ad Hoc Group on Science Court of the
Advisory Group on Contributions of
Technology to Economic Strength; to
be held in Washington, D.C. (open);
2-9-76 .................... 3514; 1-23-76

Advisory Committee on Energy Facility
Siting; to be held in MclLean, Va.
(open); 2-12 and 2-13-76.... 3918;

1-27-76

Advisory Panel for Oceanography; to be
held in Washington, D.C. (closed);
2-11 and 2-12-76.. 3789; 1-26-76

Energy-Related Graduate Traineeships
Evaluation Subpanel; to be held in
Washington, D.C. (closed); 2—9 and
2-10-76 .................. 3515; 1-23-76

Undergraduate Instructional Scientific
Equipment Subpanel; to be held in
San Francisco, Cal. (closed); 2-12
thru 2-14-76... 3919; 1-27-76

STATE DEPARTMENT

Ocean Affairs Advisory Committee; to be
held in Washington, D.C. (open);
2-10-76 .................. 2102; 1-14-76

Shipping Coordinating Committee; to
be held in Washington, D.C. (open);
2-11-76 .. ... ... 3107; 1-21-76

SAINT LAWRENCE SEAWAY
DEVELOPMENT CORPORATION

Advisory Board; to be held in Washing-
ton, D.C. (open); 2-11-76...... 2880;
1-20-76

SMALL BUSINESS ADMINISTRATION

Denver District Advisory Council; to be,
held in Denver, Colorado (open);
2-13-76 ... 3505; 1-23-76

TRANSPORTATION DEPARTMENT
Coast Guard—

Chemical Transportation Industry
Advisory Committee; to be held in
Washington, D.C. (open); 2-11 and
2-12-76 ................ 1111; 1-6-76

Rules of the Road Advisory Commit-
tee; to be held in Washington, D.C.
(open); 2-10 and 2-11-76.. 2846;

1-20-76
Federal Aviation Administration—

Radio Technical Commission for
Aeronautics; to be held in Wash-
ington, D.C. (open); 2-12 and
and 2-13-76........ 3111; 1-21-76

National Highway Traffic Safety
Administration—

National Highway Safety Advisory
Committee; to be held in Washing-
ton, D.C. (open); 2-11 through
2-13-76 .............. 3769; 1-26-76

WATER RESOURCES COUNCIL

Standing State Advisory Committee; to
be held in Washington, D.C. (open);
2-13-76 .................. 4378; 1-29-76

VETERANS ADMINISTRATION

Cooperative Studies Evaluation Com-
mittee; to be held in Miami, Florida
(open with restrictions) on 2-9-76;
(closed) on 2-10-76...._..... 57407;

12-9-75

Daily List of Public Laws

NOTE: No acts approved by the Presi-
dent were received by the Office of the
Federal Register for inclusion in today's
LIST OF PUBLIC LAWS.
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rules and requlations

This section of the FEDERAL REGISTER contains regulatory documents having general applicability and legal effect most of which are
keyed to and codified in the Code of Federal Regulations, which is published under 50 titles pursuant to 44 U.S.C. 1510,
The Code of Federal Regulations is sold by the Superintendent of Documents. Prices of new books are listed in the first FEDERAL

REGISTER issue of each month.

Title 24—Housing and Urban Development

CHAPTER X—FEDERAL INSURANCE AD-
MINISTRATION, DEPARTMENT OF
HOUSING AND URBAN DEVELOPMENT

[Rpcket No. FI-860]

PART 1914—AREAS ELIGIBLE FCR THE
SALE OF INSURANCE

Status of Participating Communities

The purpose of this notice is to list
those communities wherein the sale of
flond insurance is authorized under the
National Flood Insurance Program (42
U.S.C. 4001-4128) .

Insurance policies can be obtained
from any licensed property imsurance
agent or broker serving the eligible com-
munity, or from the National Flood In-
surers Association servicing company
for the state (addresses are published at
40 FR 57210-212 and 41 FR 1062). A
list of servicing companies is also avail-

§1914.4 List of Eligible Communities.

County

Arkansas. .. . Baxter..

- Gassville, city of . P s ¢ o i g
Naw. York- ... . < haulauqun .......... C lmutuuqua, townof ...

Do.. d - Minn, townof___.._
Rose, town of ..
Wellsville, town of
- Castalia, village of
- Cherry, township of - _
- Choconut, township of.._.

able from the Federal Insurance Ad-
ministration (FIA), HUD, 451 Seventh
Street, S.W., Washington, D.C. 20410.

The Flood Disaster Protection Act of
1973 requires the purchase of flood in-
surance as a condition of receiving any
form of Federal or Federally related fi-
nancial assistance for acquisition or
construection purposes in a flood plain
area having special hazards within any
community identified by the Secretary
of Housing and Urban Development,

The requirement applies to all iden-
tified special flood hazard areas within
the United States, and no such financial
assistance can legally be provided for ac-
quisition or construction in these areas
unless the community has entered the
program. Accordingly, for communities
listed under this Part no such restric-
tion exists, although insurance, if re-
quired, must be purchased.

The Federal Insurance Administrator
finds that delayed effective dates would

be contrary to the public interest. The
Administrator also finds that notice and
public procedure under 5 U.S.C. 553(b)
are impracticable and unnecessary.

Section 19144 of Part 1914 of Sub-
chapter B of Chapter X of Title 24 of
the Code of Federal Regulations is
amended by adding in alphabetical se-
quence new entries to the table. In each
entry, a complete chronology of effec-
tive dates appears for each listed com-
munity. The date that appears in the
fourth column of the table is provided in
order to designate the effective date of
the authorization of the sale of flood
insurance in the area under the emer-
gency or the regular flood insurance
program. These dates serve notice only
for the purposes of granting relief, and
not for the application of sanctions,
within the meaning of 5 U.S.C. 551. The
entry reads as follows:

Location

Effective date of authorization of sale of flood

Hazard area  Commnnity

. - .

- New Milford, townshipof.. . .

IO e s S
New Hampshire

New York Cansan, town of..
Do.. O Laurens, village
Do.... . Ess -~ Schroon, town of._
North Carclina_ ... i
Pennsylvania. .. .. b I, TSR R S
DOo.. i Greene. Lo
b 7 TR A BT p | IR Jones, towmhip [ RPN

L\(omlng ......
Fork .

Wi 3)1\-'.

Franklin_ .

Effingham

Keokuk. .

........ Lincoln_.
- Morris..__
Franklin.
Fullou. i
Cass.

Perry.

Craw !ord

- Cambria_. -
Fayetto. .. ...

FEDEQAL REGISTER, VOL. 41,

Rush, townshipof. ... __ o = B
Thompson, borough of .. __._ B SO S

Eldon, town of-.
Pittsfleld, town ol

- Unineorporated umm_.
Coneord, township of . .
_ Cumberiand, township of

- Jorduu, township of___.
- Lewisberry, barough of.
Beott, township of .
Highgate, town ol..
Altamont, city of ..
.. What Cheer, city of ..
- Boothbay Harbor, town of.
254 . Chester, township of. ...
........ Burke, villageof ______
Nort.hsmc village of.__
. Kindred, clty [ SIS
* Jackson, townshi
: Rnndolph towns! I of
Wilmore, bomug of
(-ulluwa\ dty ofo......

insuranoe for area identified number

. Jun, 26, m,ﬂ.:-m. rgency. . Fob. 21,1975 050241
(| P 5 361071
361371

U087

360035
390053
122058

122076

122089

122000

205K

. 17,1073 100271

. 15,1974 330120

. Janusry 21, 1976, emergenc Nov. 1,1974 301313
- January 27, 1076, emergenc, Nov. 15 1974 361351
Dec. ”0 174 361158

- DBeS 27. 1974 370140

17, 1975 122410

Auvg. 30,1074 1188

21,1975 421612

24,2475 $ 22506

- Aug. 21974 120020

. Nov, 22,1974 429173

May 31,1974 500055
Mar. 22,1674 170228

Jan. 90,1974 190179

- Feb. 14,1975 330213

-- Dec. 6,1074 340555

. Jan. 38,1975 361479

10, 1975 361484

. Feb, 21,1975 380182
.................................................... D 421052
422393

420244

470048
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5090 RULES AND REGULATIONS
State County Location Effective date of authorization of sale of flood  Hazard area Community
insurance for srea identifled nomber
. - k2 - . -
we JOCKSOD. ot eimieiaaan Brownstown, town of. 180817

Otis

Clay, city of
l‘eld. town of....
Windsor, town of....
Richland, city of.._.
.. Romulus, town of...
Higginsport, village of

-. Burnside, township of
. Highland, township of.
Pine, townshi
Unincorporated areas
North Troy,

1310 KT 7 e S L L S S
Brandon, townof ...
Unincorporated areas
Nashville, town of _.

pof.

P S RRER ORE ST R SRS d

-. Oct, 22, 1971, emergency ..
Jan. 24, 1076, regular. ...

210222
SR

30677

421518
21600
422302
4181026
BO00ST
. .
cemreenmea DéCs 13,1074 270600
S .. Jan. 17,1975 361393
-« Dee, 27.%14 480463
May 31,8074 180018

(Natlonal Flood Insurance Act of 1968 (title XIII of the Housing and Urban Development Act of 1968) ; effective Jan. 28, 1969 (33 FR 17804,
Nov. 28, 1968), as amended, 42 U.S.C. 4001-4128; and Secretary’s delegation of authorlty to Federal Insurance Administrator, 3¢ FR 2680,
Feb, 27, 1969) as amended 39 FR 2787, Jan, 24, 1974.

Issued: January 22, 1976.

[Docket No. FI-861]
PART 1915—IDENTIFICATION OF SPECIAL
HAZARD AREAS

Administrative Withdrawal of Special Flood
Hazard Maps

The purpose of this notice is to amend
Part 1915 of Title 24 of the Code of
Federal Regulations to indicate periods
in which the insurance purchase require-
ment under the National Flood Insur-
ance Program, authorized by the Nation-
al Flood Insurance Act of 1968 (Pub. L.
90-448) as amended; and the Flood
Disaster Protection Act of 1973 (Pub. L.
92-234, December 31, 1973), 42 U.S.C.
4001-4128, was suspended.

The Flood Disaster Protection Act re-
quires the purchase of flood insurance on
and after March 2, 1974, as a condition
of receiving any form of Federal or
Federally-related financial assistance for
acquisition or construction purposes in
an identified flood plain area having spe-
cial flood hazards that are located within
any community currently participating
in the program.

Prior to July 1, 1975, the statutory re-
quirement for the purchase of flood in-
surance did not apply until and unless
the community entered the program and
the special flood hazard areas were
identified by the issuance of a flood
insurance map. However, after July 1,
1975, or one year after identification,
whichever is later, the requirement ap-
plies to all communities in the United
States that are identified as having spe-
cial flood hazard areas within their
community boundaries, so that, no such
financial assistance can legally be pro-
vided for buildings in these areas unless
the community has entered the program,
The denial of such financial assistance
has no application outside of the identi-
fied special flood hazard areas of such
flood-prone communities.

The insurance purchase requirement
with respect to a particular community
may be altered by the issuance or with-
drawal of the Federal Insurance Ad-
ministration’s (FIA's) official flood

FEDERAL REGISTER, VOL, 41,

[FR Doc.76-3233 Filed 2-3-76;8:45 am]

maps, the Flooé¢ Insurance Rate Map
(FIRM) or the Flood Hazard Boundary
Map (FHBM). A FHBM is designated
by the letter “H” preceding the map
number and a FIRM by the letter “I1”
preceding the map number. If the FIA
withdraws & FHBM for any reason the
insurance purchase requirement is sus-
pended during the period of withdrawal,
However, if the community is in the
Regular Program and only the FIRM is
withdrawn but a FHBM remains in ef-
fect, then flood insurance is still re-
quired for properties located in identi-
fied special flood hazard areas, but the
maximum amount of insurance avail-
able for new applications or renewal is
first layer coverage under the Emer-
gency Program, since the community’s
Regular Program status is suspended
while the map is withdrawn. (For defi-
nitions see 24 CFR Part 1909 et seq.)

As the purpose of this revision is the
convenience of the public, notice and
public procedure are unnecessary, and
cause exists to make this amendment

J. ROBERT HUNTER,

Acting Federal Insurance Administrator.

effective February 4, 1975. Accordingly,
Subchapter B of Chapter X of Title 24 of
the Code of Federal Regulations is
amended as follows:

Present § 1915.6 is revised to read as
follows:

§ 1915.6 Administrative withdrawal of
maps.

(a) Flood Hazard Boundary Maps
(FHBM'S) .

The following is a cumulative list of with-
drawals pursuant to this Part: 40 FR 5149,
40 FR 17015, 40 FR 20798, 40 FR 46102, 40
FR 53579, 40 FR 56672, 41 FR 1478, 41 FR
5090.

(b) Flood Insurance Rale Maps
(FIRM’s) .

The following is a cumulative 1ist of with-
drawals pursuant to this Part: 40 FR 17015,
41 FR 1478.

2. The following additional entries
(which will not appear in the Code of
Federal Regulations) are made pursuant
to § 1915.6:

Map Number and FEDERAL REGISTER Effective
State County Loeation Citatio: date of
withdrawal
Minnesots. ... RIOB e e vaae Faribanlt, city of 2____ H 270660A 01-04; Dee. 16,1075
> vol. 40, No. 183, P. 43222,
Rushford, city of . ... H 270! 130A 01; Do.
vol. 40, No 183, P. 4322,
Mississippl_.. ... Oktibbeha. .. .. Starkville, city of :.._. H mom Deo. 15,1976
vol. 40, No 162, P, 30322,
Missourd. ... .. 8t. Louls.._._... Bella Villa, townof 2.. H 2903%) Dee. 1,1075
vol. 30, No. 152, P, 28237
New York....... Schoharle....... Jefferson, town of 2._._ H 361196 01-05; Dec. 3,1075
vol. 40, No 18, P. 3088,
North Dakota... Richland....... Great Bend, city of .. H 8800[)9 Dec. 18,1075
39, No, 238, P. 43083.
Pennsylvanda_. .. Cambria_______. Portage, township of 2. H 4’0‘236 01-08; Dee. 12,1975

vol. 40, No. 7, P. 2187,

Reasons for withdrawal:

i The Flood Hazard Boundury Map (FHBM) contalned printing errors or was improperly distributed. A now

FUI)M will be prepared and distri

5 The FHBM does not nccumwly reﬂect the Community’s special flood hazard areas (1.o., sheet flow flooding,
extremely Inaccurate map, ete.). A new FHBM will be prepared and distributed.
(National Flood Insurance Act of 1968 (title XIIT of the Housing and Urban Development
Act of 1968), effective Jan. 28, 1969 (33 FR 17804, Nov. 28, 1968), as amended, 42 U.S.C. 4001~
4128; and Secretary's delegation of authority to Federal Insurance Administrator, 3¢ FR

2680, Feb. 27, 1969).
Issued: January 23, 1976,

J. RoBerT HUNTER,

Acting Federal Insurance Administrator.
[FR Doc.76-3234 Filed 2-3-76;8:45 am]
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Title 14—Aeronautics and Space

CHAPTER |—FEDERAL AVIATION ADMIN-
ISTRATION, DEPARTMENT OF TRANS-
PORTATION

[Docket No. 76-EA-6; Amdt. 30-2504]
PART 39—AIRWORTHINESS DIRECTIVES
Piper Aircraft

The Federal Aviation Administration
is amending §39.13 of Part 39 of the
Federal Aviation Regulations so as to
amend AD 75-26-18 applicable to Piper
PA-31 type airplanes.

AD 75-26-18 requires amendment to
add serial numbers of the PA-31P and
PA-31T series, and extend one block of
serial numbers.

In view of the foregoing and because
the deficiency is one which affects air
safety, notice and public procedure here-
on are impractical and good cause ex-
ists for making the amendment effective
in less than 30 days.

In consideration of the foregoing and
pursuant to he authority delegated to
me by the Administrator, 14 CFR 11.89
[31 FR 13697] §39.13 of Part 39 of
the Federal Aviation Regulations is
amended by amending AD 75-26-18 as
follows:

a. Revise the applicability paragraph
to read:

Applies to PA-31-310 and PA-31-325 alr-
planes, S/Ns 381-7300850 to 31-7612017 in-
clusive; PA-31-350 airplanes, S/Ns 31—
7305048, 81-7305049 and 31-7306052 to 31—
7652032 inclusive; PA-31-31P airplanes, 5/Ns
31P-7300128 to 31P-7630005 inclusive; and
PA~31-31T alrplanes, S/Ns 31T-7400002 to
31T-76220013 inclusive.

This amendment is effective Febru-
ary 9, 1976.
(Sections 313(a), 601 and 603, Federal Avi-
stion Act of 1958 [48 U.S.C. 1354(a), 1421
and 1423]; sec. 6(c), Department of Trans-
portation Act [49 U.8.C. 1655(¢) J)

Issued in Jamaica, N.¥., on January
23, 1976.
L. J. CARDINALYL,
Acting Director, Eastern Region.
[FR. Doc. 76-3268 Piled 2-3-76;8:456 am]

|FR Doc¢.76-3268 Filed 2-3-76;8:45 am]
PART 39—AIRWORTHINESS DIRECTIVES
Piper Aircraft

The Federal Aviation Administration
is amending § 39.13 of Part 39 of the
Federal Aviation Regulations so as to
issue an airworthiness directive appli-
cable to Piper PA-31T type airplanes.

There have been reports of excessive
play in the trim tab. It has been deter-
mined that this resulted from marginal
bearing area which allowed excessive
wear ab some joints.

Since this deficiency can exist or de-
velop in similar type airplanes, an air-
worthiness directive is being issued
which will require inspection and part
replacement,

In view of the foregoing and because
the deficiency is one which affects air
safety, notice and public procedure

RULES AND REGULATIONS

hereon are impractical and good cause
exists for making the amendment ef-
fective in less than 30 days.

In consideration of the foregoing and
pursuant to the authority delegated to
me by the Administrator, 14 CFR 11.89
[31 FR 136971 § 39.13 of Part 39 of the
Federal Aviation Regulations is amend-
ed by issuing a new Airworthiness Direc~
tive as follows:

PipEr: Applies to Model PA-31T, Serial Num-
bers 31T-7400002 through 31T-7620012
certificated in all categories.

To prevent possible hazards in flight asso-
clated with excessive play in the elevator
trim tab control system and damage to the
elevator support structure, accomplish the
following within the next fifty hours in serv-
ice from the effective date of this AD unless
previously accomplished.

(a) On Serial Numbers 317T-7400002
through 31T-7620007, install Piper Kit No.
760989, Elevator Control Tube and Trim Tab
System Modlification, or equivalent.

(b) On Serial Numbers 31T-7400002
through 31T-7520020, 31T-75620022 through
317-7520088, and 31T-7520040 through 317T-
7620012, inspect and alter the elevator sup-
port structure in accordance with para-
graphs one through six of the “Instructions™
section of Piper Service Bulletin No. 481A or
equivalent.

(c) All defectlve parts found during in-
spections in paragraphs three through five of
Piper Service Bulletin No. 481A must be
replaced prior to further flight except that
the alrplane may be flown in accordance with
FAR 21.197 to a base where a repair can be
made.

(d) Equivalent parts and inspections must
be approved by the Chief, Engineering and
Manufacturing Branch, FAA, Eastern Region,
(Piper Service Bulletins Numbers 477A and
481A refer to this subject.)

This amendment is effective Febru-
ary 9, 1976.
(Sections 313(a), 601 and 603, Federal
Aviation Act of 1958 [49 U.S.C. 1364(a), 1421
and 1423]; sec. 6(c), De t of Trans-
portation Act [49 U.S.C. 16566(c)]).

Issued in Jamaica, N.Y., on January 23,
1976.

E. J. CARDINALIT,
Actling Director, Eastern Region.

|FR Doc.76-3269 Filed 2-3-76;8:45 am]

[Docket No. 75-NE-24; Amdt, 39-2507]

PART 39—AIRWORTHINESS DIRECTIVES

Sikorsky S-61L, S-61N, S-61NM, and
S-61R Helicopters Certified in All Cate-
gories Including Military Types

Amendment 39-2202 (40 FR 24355,
AD 75-12-13, effective June 18, 1975, re-
quires a repetitive bolt torque inspection
to detect possible cracks in the NAS 577
barrel nuts which attach the transmis-
sion main gearbox to the fuselage on
S-61 series helicopters and replace-
ment of these nuts when minimum
torque requirements cannot be met.

After issuing Amendment 39-2202, the
ageney determined that the cause of the
cracks would be eliminated by replacing
the existing NAS 577-10 or NAS 577-10A
barrel nuts with RMLH 2577-108 barrel
nuts. Therefore, the AD is being super-
seded by a new AD that requires replace-
ment of the existing nuts with RMLH
2577-108 barrel nuts.

5091

Since a situation exists that requires
immediate adoption of this regulation,
it is found that notice and public pro-
cedure hereon are impracticable and
good cause exists for making this
amendment effective in less than 30
days.

In consideration of the foregoing,
and pursuant to the authority delegated
to me by the Administrator (31 FR
13697) § 39.13 of Part 39 of the Federal
Aviation Regulations is amended by add-
ing the following new airworthiness di-
rective:

SixoRsKY AIRCRAFT. Applies to S-61L, 5-81IN,
8-61NM, and S-61R helicopters certified
in all categories including Military CH-
3C, NH-3C, CH-3E, and NH-3E helicop~
ters using NAS 577-10 or NAS 577-10A
barrel nuts for attaching the transmis-
sion maln gearbox to the fuselage struc-
ture.

Compliance required as indicated.

To prevent fractures in the attaching nuts
accomplish the following:

Remove the NAS 577-10 or NAS 577-10A
barerl nuts and replace with RMLH 2577-108
barrel nuts within the next 30 days after
the effective date of this AD, unless al-
ready accomplished.

(Nores: Sikorsky Service Bulletin
61835-36B covers this subject.)

This supersedes Amendment 39-2202
(40 FR 24355) , AD 75-12-13,

This amendment becomes effective
February 17, 1976.
(Secs. 313(a), 601, and 603, Federal Aviation
Act of 1958 (49 U.S.C. 1354(e), 1421, and
1423); sec. 6(c), Department of Transpor-
tation Act (48 T.8.C. 1655(c)))

Issued in Burlington, Massachusetts,
on January 27, 1976.

QUENTIN S. TAYLOR,
Director, New England Region.

[FR D0c.76-3271 Filed 2-3-76;8:45 am|

No.

| Airspace Docket No. 75-NE-36]

PART 71—DESIGNATION OF FEDERAL
AIRWAYS, AREA LOW ROUTES, CON-
';g?#gb AIRSPACE ANV REPORTING

Alteration of Contrxl Zone and Transition
rea

On Page 56919 of the FEDERAL REGISTER
dated December 5, 1975 (40 FR 56919),
the Federal Aviation Administration pub-
lished a Notice of Proposed Rule Making
which would alter the Danbury, Connec~
ticut, Control Zone and the Danbury,
Connecticut, 700-foot Transition Area,

Interested parties were given thirty
(30) days after publication in which to
submit written data or views. No ob-
jections to the praoposed regulations have
been received.

In view of the foregoing, the proposed

regulations are hereby adopted effective
0901 G.m.t., March 25, 1976.
(Sec. 307(a), Federal Aviation Act of 1958 [72
Stat. 749; 49 U.S.C. 1348]; sec. 6(c) of the
Department of Transportation Act [49 U.S.C.
1655(¢e) |)

Issued in Burlington, Massachusetts,
on January 14, 1976.

QUENTIN 8. TAYLOR,
Director, New England Region.
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The Federal Aviation Administration,
having completed a review of the air-
space requirements for the terminal area
of Danbury, Connecticut, adopts the air-
space action hereinafter set forth:

§ 71171 [Amended]

1. Amend § 71.171 of Part 71 of the
Federal Aviation Regulations so as to
amend the description of the Danbury,
Connecticut, Control Zone by inserting
after the words “5-mile radius area to
the Carmel Vortac” the following:

‘Within 2.4 statute miles each side of a 262°
magnetic bearing from a point 41°25'05’* N,
73°18°45'* W, extending from the 5 statute
mile radius zone to 3 statute miles west of
sald point; within 2.5 statute miles each side
of a 082° magnetic bearing from a point
40°19'22’" N, 73°39°19"" W, extending from
the 5 statute mile radius zone to 3 statute
miles east of sald point.

1. Amend the control zone effective
hours to: 0700 to 2300 local time.

§ 71.181 [Amended]

2. Amend § 71.181 of Part 71 of the
Federal Aviation Regulations so as to
amend the description of the Danbury,
Connecticut, 700-foot Transition Area by
inserting after the words “11.5 miles
southwest of the Carmel Vortac” the
following:

Within 2.5 statute miles each side of a 262°
magnetic bearing from a point 41°25'05’’ N,
73°18’46"" W, extending from 1 statute mile
west of sald point to 9 statute miles west of
sald point; within 2.5 statute miles each
side of a 082" magnetic bearing from a point
41°19°22"" N, 73°39'19"" W, extending from 1
statute mile east of said point to 9 statute
miles east of said point.

[FR Doc.76-3270 Filed 2-3-76;8:45 am|

[Docket No. 15360; Amdt. No. 1006]

PART 97—STANDARD INSTRUMENT
APPROACH PROCEDURES

Recent Changes and Additions

This amendment to Part 97 of the
Federal Aviation Regulations incorpo-
rates by reference therein changes and
additions to the Standard Instrument
Approach Procedures (SIAPs) that were
recently adopted by the Administrator
to promote safety at the airports con-
cerned.

The complete SIAPs for the changes
and additions covered by this amend-
ment are described in FAA Forms 8260-3,
8260-4, or 8260-5 and made a part of the
public rule making dockets of the FAA
in accordance with the procedures set
forth in Amendment No. 97-696 (35 FR
5609) .

SIAPs are available for examination
at the Rules Docket and at the National
Flight Data Center, Federal Aviation
Administration, 800 Independence Ave-
nue, SW. Washington, D.C. 20591,
Copies of SIAPs adopted in a particular
region are also available for examina-
tion at the headquarters of that region.
Individual copies of SIAPs may be pur-
chased from the FAA Public Informa-
tion Center, AIS-230, 800 Independence
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Avenue, SW., Washington, D.C. 20591 or
from the applicable FAA regional office
in accordance with the fee schedule pre-
scribed in 49 CFR 7.85. This fee is pay-
able in advance and may be paid by
check, draft, or postal money order pay-
able to the Treasurer of the United
States. A weekly transmittal of all SIAP
changes and additions may be obtained
by subscription at an annual rate of
$150.00 per annum from the Superin-
tendent of Documeénts, U.S. Government
Printing Office, Washington, D.C. 20402.
Additional copies mailed to the same
address may be ordered for $30.00 each.

Since a situation exists that requires
immediate adoption of this amendment,
I find that further notice and public
procedure hereon is impracticable and
good cause exists for making it effective
in less than 30 days.

In consideration of the foregoing, Part
97 of the Federal Aviation Regulations
is amended as follows, effective on the
dates specified:

1. Section 97.23 is amended by origi-
nating, amending, or canceling the fol-
lowing VOR-VOR/DME SIAPs, effective
March 25, 1976,

Sacramento, CA—=Sacramento Metro. Arpt.,
VOR/DME-B, Original, cancelled

Waco, TX—Waco-Madison Cooper Arpt.,
VOR Rwy 14, Amdt. 16
Waco, TX—Waco-Madison Cooper Arpt.,

VOR/DME Rwy 32, Amdt, 8

* * * effective March 18, 1976

Effingham, IL—Efingham County Memorial
Arpt., VOR Rwy 1, Original

Effingham, IL—Efiingham County Memorial
Arpt., VOR/DME-A, Amdt. 1, cancelled

Grayslake, IL—Campbell Arpt., VOR-A, Orig-
inal

Grayslake, IL—Campbell Arpt., VOR/DME-
A, Amdt. 1, cancelled

Fort Wayne, IN—Fort Wayne Muni. Arpt.
(Baer Field), VOR Rwy 4 (TAC), Amdt. 12

Fort Wayne, IN—Fort Wayne Muni. Arpt.
(Baer Field), VOR Rwy 9, Amdt. 7

Marshfield, MA—Marshfield Arpt., VOR-A,
Amdt, 1

Rolla/Vichy, MO—Rolla National Arpt., VOR
Rwy 22, Amdt. 4

Rolla/Vichy, MO—Rolla Natlonal Arpt,
VOR/DME Rwy 4, Original, cancelled
Rolla/Vichy, MO—Rolla National Arpt,,

VORTAC Rwy 4, Original

* * % effective February 19, 1976
Dillon, SC—Dillon County Arpt., VOR/DME

Rwy 6, Amdt. 1

2. Section 97.25 is amended by origi-
nating, amending, or canceling the fol-
lowing SDF-LOC-LDA SIAPs, effective
March 25, 1976,
Waco, TX—Waco-Madison Cooper

LOC(BC) Rwy 1, Amdt. 6

* * * effective February 19, 1976
Philadelphia, PA—Philadelphia Int’l Arpt.,

LOC Rwy 27R, Original, cancelled

* * * effective February 12, 1976
Greer, SC—Greenville-Spartanburg Arpt.,

LOC Rwy 21, Original

3. Section 97.27 is amended by origi-
nating, amending, or canceling the fol-
lowing NDB/ADF SIAPs, effective
March 25, 1976.

Arpt.,

Meade, ES—Meade Munl, Arpt., NDB Rwy 17,
Original

Waco, TX—Waco-Madison Cooper Arpt., NDB
Rwy 19, Amdt. 11

8t. George, UT—Salnt George Muni. Arpt,
NDB-A, Amdt. 2

* * * effective March 18, 1976

McRae, GA—Telfair-Wheeler Arpt., NDB Rwy
20, Amdt. 3, cancelled

St. Joseph, MO—Rosecrans Memorial Arpt.,
NDB Rwy 35, Amdt. 23

Columbus, OH—Ohio State Unlversity Arpt,,
NDB Rwy 27L, Amdt. 8

Columbus, OH—Ohio State University Arpt.,
NDB-A, Amdt. 6

Philipsburg, PA—Mid-State Arpt.,, NDB Rwy
16, Amdt, 2

* * = effective February 26, 1976

Bastrop, LA—Moorehouse Memorial Arpt.,
NDB Rwy 34, Original

Big Sandy, TX-—Ambassador Field, NDB Rwy
8, Original

* * * effective February 19, 1976

Dillon, SC—Dillon County Arpt., NDB Rwy
6, Original

* * * effective February 12, 1976
Greer, SC—Greenville-Spartanburg Arpt.,
NDB Rwy 3, Amdt. 8

Christiansted, St. Crolx, VI—Alexander Ham-
ilton Arpt., NDB Rwy 9, Amdt. 6

4, Section 97.29 is amended by origi-
nating, amending, or canceling the fol-
lowing ILS SIAPs, eflective March 25,
1976.

Waco, TX—Waco-Madison Cooper Arpt., ILS
Rwy 19, Amdt. 8

* * * effective March 18, 1976

Fort Wayne, IN—Fort Wayne Muni. Arpt.
(Baer Field), ILS Rwy 4, Amdt. 2

St. Joseph MO-—Rosecrans Memorial Arpt.,
ILS Rwy 35, Amdt. 24

Cleveland, OH—Cleveland Hopkins Int'l
Arpt., ILS Rwy 5R, Amdt. 2

Philipsburg, PA—Mid-State Arpt., ILS Rwy
16, Amdt. 2

* = » effective February 19, 1976

Philadelphia, PA—Philadeiphia Int’l Arpt.,
ILS Rwy 27R, Original

Charlotte Amalie, St. Thomas, VI—Harry S.
Truman Arpt., ILS Rwy 9, Original

* * * effective February 12, 1976

Greer, SC—Greenville-Spartanburg Arpt., ILS
Rwy 3, Amdt. 11

Jackson, WY—Jackson Hole Arpt., ILS Rwy
18, Amdt. 1

5. Section 97.31 is amended by origi-
nating, amending, or canceling the fol-
lowing RADAR SIAPs, effective March
18, 1976.

Fort Wayne, IN—Fort Wayne Muni. Arpt.

(Baer Field), RADAR-1, Amdt. 12
Buffalo, NY—Greater Buffalo Int'l Arpt., RA-

DAR-1, Amdt. 10

Correction

In Docket Number 15336, Amendment
1004, to Part 97 of the Federal Aviation
Regulations published in the FeDERAL
REec1sTER dated January 21, 1976, on page
3075 * * * under § 97.27, effective March
4, 1976, Staunton-Waynesboro-Harrison-
burg, VA—Shenandoah Valley Arpt.,
NDB Rwy 4, Amdt. 3, is rescinded and
Amdt. 2 remains in effect. * * * under
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§ 97.29, effective March 4, 1976, Staun-
ton-Waynesboro-Harrisonburg, VA—
Shenandoah Valley Arpt., ILS Rwy 4,
Amdt. 1, is rescinded and original proce-
dure remains in effect.

(Secs. 807, 813, 601, 1110, Federal Aviation
Act of 1958; (49 U.S.C. 1438, 1354, 1421, 1510);
sec. 6(¢) Department of Transportation Act,
(49 U.S.0. 16565(c) ) )

Issued in Washington, D.C., on Janu-

ary 29, 1976.
James M. VINES,
Chief,
Aireraft Programs Division.

Nore: Incorporation by reference provi-
slons in §§97.10 and 97.20 (35 FR 5610) ap-
proved by the Director of the Federal Register
on May 12, 1969,

|FR Do¢.76-3267 Filed 2-3-76;8:45 am|

Title 21—Food and Drugs

CHAPTER I—FOOD AND DRUG ADMINIS-
TRATION, DEPARTMENT OF HEALTH,
EDUCATION, AND WELFARE

SUBCHAPTER E—ANIMAL DRUGS, FEEDS, AND
RELATED PRODUCTS

PART 510—NEW ANIMAL DRUGS

Subpart G—Sponsors of Approved
Applications

PART 558—NEW ANIMAL DRUGS FOR USE
IN ANIMAL FEEDS

Tylosin

The Commissioner of Food and Drugs
has evaluated a new animal drug appli-
cation (101-905V) filed by Waterloo
Mills Co., 2050 Mitchell Ave., Waterloo,
1A 50704, proposing safe and effective use
of a tylosin premix for the manufacture
of swine feed. The application is ap-
proved, effective February 4, 1976.

The Commissioner is amending Parts
510 and 558 (21 CFR Parts 510 and 558)
to reflect this approval.

In accordance with §514.11(¢e) (2) (ii)
(21 CFR 514.11(e) (2) (ii)) of the ani-
mal drug regulations, a summary of the
safety ana effectiveness data and in-
formation submitted to support the ap-
proval of this application is released
publicly. The summary is available for
public examination at the office of the
Hearing Clerk, Rm. 4-65, 5600 Fishers
Lane, Rockville, MD 20852, Monday
through Friday from 9 am. to 4 p.m,,
except on Federal legal holidays.

Therefore, under the Federal Food,
Drug, and Cosmetic Act (sec. 512(i), 82
Stat. 347 (21 U.S.C. 360b(i) )) and under
authority delegated to the Commissioner
(21 CFR 2.120), Parts 510 and 558 are
amended as follows:

1. In Part 510 by adding to § 510.600 a
new sponsor alphabetically to paragraph
(e) (1) and numerically to paragraph
(¢) (2) to read as follows:

§ 510.600 Names, addresses, and code

numbers of sponsors of approved ap-
plications.
L ] L » > ®

(c) L B 2

(1) LN 3
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Drug
listing
Firm name and address: No.
L . . - -

Waterloo Mills Co., 2050 Mitchell
Ave., Waterloo, Towa 50704.._. 017139

L L - . -
2NN
Drug listing No.  Firm name and address
. . - - .
017189 cucernnn Waterloo Mills Co., 2050
Mitchell Ave,, Water-
100, Towa 50704,
L - - L -

2. In Part 558 by adding to § 558.625
new paragraph (b) (45) to read as fol-
lows:

§ 558.625 Tylosin.
L - T »

() aun
(45) To 017139: 4 and 10 grams per
pound, paragraph (f) (1) (vi) (a) of this
section.
L] v * » .
Effective date. This regulation shall be
effective February 4, 1976.
(Sec. 512(1), 82 Stat. 347 (21 U.S.C. 360b(1) ) .)
Dated: January 27, 1976.
C. D. VaN HOUWELING,
Director, Bureau of
Veterinary Medicine.

[FR Doc.76-3289 Filed 2-3-76;8:45 am|]

PART 540—PENICILLIN ANTIBIOTIC
DRUGS FOR ANIMAL USE

Amoxicillin Tablets

The Commissioner of Food and Drugs
has evaluated a new animal drug appli-
cation (55-078V) filed by Beecham Lab-
oratories, Division of Beecham, Inc.,
Bristol, TN 37620, proposing safe and ef-
fective use of amoxicillin tablets in dogs
for treating certain bacterial infections
of the respiratory tract, genitourinary
tract, gastrointestinal tract, and skin
and soft tissues. The application is ap-
proved, effective February 4, 1976.

The Commissioner is amending Part
540 (21 CFR Part 540) to reflect this
approval,

In accordance with § 514.11(e) (2) (i1
(21 CFR 514.11(e) (2) (ii) ) of the animal
drug regulations, & summary of the safe-
ty and effectiveness data and informa-
tion submitted to support the approval
of this application is released publicly.
The summary is available for public ex-
amination at the office of the Hearing
Clerk, Rm. 4-65, 5600 Fishers Lane,
Rockville, MD 20852, Monday through
Friday from 9 a.m. to 4 p.m., except on
Federal legal holidays.

Therefore, under the Federal Food,
Drug, and Cosmetic Act (sec. 512(¢i), 82
Stat. 347 (21 U.S.C. 360b(i))) and un-
der authority delegated to the Commis~
sioner (21 CFR 2.120), Part 540 is
amended by adding new §§ 540.103 and
540.103a to read as follows:
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§ 540.103 Amoxicillin oral dosage forms.
§ 540.103a Amexicillin trihydrate film-

coated tablets.

(a) Requirements for certification—
(1) Standards of identity, strength, qual-
ity, and purity. Amoxicillin trihydrate
film-coated tablets are film-coated tab-
lets composed of amoxicillin trihydrate
with one or more suitable and harmless
lubricants, diluents, binders, and color-
ings. Each tablet contains amoxicillin
trihydrate equivalent to 50, 100, or 200
milligrams of amoxicillin. Its potency is
satisfactory if it contains not less than
90 percent and not more than 120 per-
cent of the amount of amoxicillin that it
is represented to contain. The moisture
content is not more than 7 percent. Tab-
lets shall disintegrate within 30 minutes.
They pass the identity test. The amoxi-
cillin trihydrate used conforms to the
requirements of § 440.3(a)(1) of this
chapter.

(2) Labeling. It shall be labeled in ac-
cordance with the requirements of para-
graph (¢) of this section and § 510.55 of
this chapter; in addition, this drug shall
be labeled “amoxicillin tablets”.

(3) Requests for certification; samples.
In addition to complying with the re-
guirements of §431.1 of this chapter,
each request shall contain:

(i) Results of tests and assays on:

(@) The amoxicillin trihydrate used
in making the batch for potency, safety,
moisture, pH, amoxicillin content, con-
cordance crystallinity, and identity.

(b) The batch for potency, moisture,
disintegration time, and identity.

(ii) Sample required for:

(a) The amoxicillin trihydrate used in
making the batch: 12 packages, each
containing approximately 300 milligrams.

(b) The batch: A minimum of -30
tablets.

(b) Tests and methods of assay—(1)
Potency. Assay for potency by either of
the following methods; however, the re-
sults obtained from the ilodometric as-
say shall be conclusive:

(i) Microbiological agar diffusion as-
say. Proceed as directed in § 436.105 of
this chapter, preparing the sample for
assay as follows: Place a representative
number of tablets into a high-speed glass
blender jar containing sufficient 0.1M po-
tassium phosphate buffer, pH 8.0 (solu-
tion 3), to give a stock solution of con-
venient concentration. Blend for 3 to 5
minutes. Remove an aliquot and further
dilute with solution 3 to the reference
concentration of approximately 0.1 mi-
crogram of amoxici'lin per milliliter.

(ii) Iodomelric assay. Proceed as di-
rected in § 436.204 of this chapter, pre-
paring the sample as follows: Place the
contents of a representative number of
tablets into a high-speed glass blender
jar and add sufficient distilled water to
give a convenient concentration. Blend
for 3 to 5 minutes. Further dilute an
aliquot with distilled water to the pre-
scribed concentration.

(2) Moisture. Proceed as directed in
§ 436.201 of this chapter.

FEDERAL REGISTER, VOL. 41, NO. 24-—WEDNESDAY, FEBRUARY 4, 1976




5094

(3) Disintegration time. Proceed as di-
rected in § 436.212 of this chapter, using
the procedure described in paragraph (e)
(1) of that section.

(4) Identity. Proceed as directed in
§ 436.311 of this chapter, preparing the
sample solution as follows: Dissolve an
accurately weighed portion of the amoxi-
cillin tablet contents in 0.1N hydrochlorie
acid to give a solution containing 4 milli-
grams of amoxicillin per milliliter.

(¢) Conditions of wmarketing—(1)
Specifications. The drug conforms to the
requirements of paragraph (a) of this
section.

(2) Sponsor.No. 000029 in § 510.600(c)
of this chapter.

(3) Conditions of use. (i) Dogs: The
drug is used for the treatment of infec-
tions of the respiratory tract (tonsillitis,
tracheobronchitis), genitourinary tract
(eystitis), gastrointestinal tract (bacte-
rial gastroenteritis), and soft tissues
(abscesses, lacerations, wounds), caused
by susceptible strains of Staphylococcus
aureus, Streptococcus spp., Escherichia
coli, and Proteus mirabilis, and bacterial
dermatitis caused by Staphylococcus
aureus, Streptococcus spp., and Proteus
mirabilis.

(ii) It is administered as follows: 5
milligrams per pound of body weight
administered twice a day, continued for
5 to 7 days or 48 hours after all symp-
toms have subsided.

(ii1) Federal law restricts this drug to
use by or on the order of a licensed
veterinarian.

Effective date. This regulation shall be
effective February 4, 1976.

(Sec. 512(1), 82 Stat. 347 (21 US.C. 360b
(1)).)

Dated: January 27, 1976.

C. D. VAN HOUWELLING,
Director, Bureau of
Veterinary Medicine.

{FR Doc.76-3287 Filed 2-3-76;8:45 am]

PART 121—FOOD ADDITIVES

PART 558—NEW ANIMAL DRUGS FOR
USE IN ANIMAL FEEDS

Erythromycin Thiocyanate

The Commissioner of Food and Drugs
has evaluated a supplemental new ani-
mal drug application (41-955V) filed by
Agricultural and Veterinary Products Di~
vision, Abbott Laboratories, Abbott Park,
North Chicago, IL 60064, proposing that
the manufacture of swine starter feeds
containing 10 to 70 grams per ton eryth-
romycin thiocyanate (9.25 to 64.75
grams erythromycin) and swine grower
finisher feeds containing 10 grams per
ton erythromycin ° thiocyanate (9.25
grams erythromyein) not be required to
comply with the requirements of section
512(m) of the act when processed from
premixes containing 2.2 percent (10
grams per pound) erythromycin thiocy-
anate. The supplemental application is
approved, effective February 4, 1976.

The Commissioner is deleting from
Part 121 (21 CFR Part 121) the portion

-
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of the regulation concerning the use of
erythromycin in swine feeds and recodi-
fying it by amending Part 558 (21 CFR
Part 558) to provide for its use and to
reflect this approval.

The current regulation as published
June 19, 1971 (36 FR 11811), inadcert-
ently indicates the amount of erythro-
mycin thiocyanate rather than erythro-
mycin. The recodified regulation is
amended to provide for the amount of
erythromycin permitted.

Erythromycin as the sole drug premix
meets the uniform criteria set’ forth in
1971 Bureau of Veterinary Medicine
memoranda for administrative waiver of
the ministerial requirements of section
512(m) of the Federal Food, Drug, and
Cosmetic Act (21 U.S.C. 360b(m) ). The
pertinent provisions of the memoranda
indicate that waiver is appropriate if:

(1) The feeding of 15X to 2X the
level of the product in the complete feed
does not have an impacs on the tissue
residue picture, ie, an impact on an
existing withdrawal period or a toler-
ance.

(2) The product is not a known car-
cinogen or is not classed with a family
of known carcinogens.

(3) Appropriate documentation cover-
ing animal safety is on file. This will
not require additional generation of data
in that this documentation is by defini-
tion a part of the new animal drug ap-
plication (NADA).

(4) The margin of safety to the animal
and safety to the consumer is such that
the product label does not have to con-
tain a statement such as “use as the sole
source of * * *”

(5) Data are on file to demonstrate
that the product is efficacious over the
approved range. This data should gen-
erally satisfy current standards for the
demonstration of efficacy.

(6) Except under special clrcum-
stances, the product has been used at
least 3 years in the target species with-
out significant complaints related to or
assoclated with it. Applications of this
criterion require a review of the avail-
able drug experience reports.

The 1971 memoranda go on to make
explicit that because waiver of the min-
isterial requirements of section 512(m)
is only permitted for specific efficacy
claims or at specific levels of the drugs,
distinet products with corresponding la-
beling for those claims or levels should
exist. This is necessary to cover those
premixes that can be made into finished
feeds with various concentrations of
drugs.

The foregoing criteria established in
the 1971 memoranda constitute an in-
terim agency policy, which is under re-
view. The Bureau of Veterinary Medicine
is preparing a proposed regulation, based
on the criteria listed in the memoranda,
governing waiver of the registration of
the facility that prepares the finished
feed. This proposed regulation will be
published in the FeperaL REGISTER for
comment in the near future. In waiving
the ministerial requirements of section
512(m), the agency has not waived the

current good manufacturing practice re-
quirements under 21 CFR Part 225 for
feed mills mixing such feeds.

In accordance with § 514.11(e) (2) (ii)
(21 CFR 514.11(e) (2) (ii)) of the animal
drug regulations, a summary of the
safety and effectiveness data and infor-
mation submitted to support the ap-
proval of this application is released pub-
licly. The summary is available for pub-
lic examination at the office of the Hear-
ing Clerk, Rm. 4-65, 5600 Fishers Lane,
Rockville, MD 20852, Monday through
Friday from 9 am. to 4 p.m., except on
Federal legal holidays.

Therefore, under the Federal Food,
Drug, and Cosmetic Act (sec. 512(i), 82
Stat. 347 (21 U.S.C. 360b(i) )), in accord-
ance with §510.6, and under authority
delegated to the Commissioner (21 CFR
2.120), Parts 121 and 558 are amended
as follows:

§ 121.292 [Amended]

1. In Part 121, Subpart C, by delet-
ing item 6.1 from the table in paragraph
(d) of §121.292 Erythromycin thiocy-
anate and marking it “IReserved].”

2. In Part 558, by adding
§ 558.248 to read as follows:

§ 558.248 Erythromycin.

(a) Specifications. Erythromyein Iis
the antibiotic substance produced by the
growth of Streptomyces erythreus or the
same antibiotic substance produced by
any other means, and for the purposes
of this section refers to erythromycin
as a specified salt. The quantity of anti-
biotic listed refers to the weight of ery-
thromycin master standard. For erythro-
myecin thiocyanate, 1 gram is equivalent
to 0.925 gram of erythromycin master
standard.

(b) Approval. Premix level of 2.2 per-
cent erythromycin thiocyanate granted
to No. 043731 in §510.600(c) of this
chapter.

(¢) Assay limits. Complefe feed must
contain not less than 75 percent nor
more than 125 percent of the labeled
amount of the drug.

(d) Special considerations, Complete
swine feeds processed from premixes
that contain not more than 10 grams
of erythromycin thiocyanate (9.25 grams
of erythromycin) per pound and conform
to the requirements of this section are
not required to comply with the provi-
sions of section 512(m) of the act (21
U.S.C. 360b(m) ).

(e) Related tolerances. See § 556.230
of this chapter.

(f) Conditions of use. It is used in
complete swine feed as follows:

(1) Amount per ton. Swine starfer
feed, 9.25 to 64.75 grams of erythromycin
per ton; swine grower-finishing feed, 9.25
grams of erythromycin per ton.

(2) Indications for use. For increase in
rate of weight gain and improved feed
efficiency in starter and grower-finishing

new

pigs.

(3) Limitations. Swine starter ration
for animals up to 35 pounds of body
weight.
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Effective date. This regulation shall be
effective February 4, 1976.

(Sec, 512(1), 82 Stat. 347 (21 U.S.C.860b(1)).)

Dated: January 27, 1976.

C. D. VaN HOUWELING,
Director, Bureau of
Veterinary Medicine.

[FR Doc.76-3288 Filed 2-3-76;8:45 am]|

Title 32—National Defense
CHAPTER XIV—THE RENEGOTIATION
BOARD

SUBCHAPTER B—RENEGOTIATION BOARD
REGULATIONS
PART 1481—REGULATIONS PERTAINING
TO THE PRIVACY OF INDIVIDUALS AND
SYSTEMS OF RECORDS MAINTAINED
BY THE BOARD

On September 17, 1975, the Renegotia-
tion Board issued a notice of proposed
rule making, proposing to establish a new
Part 1481 to implement provisions of the
Privacy Act of 1974, 5 U.S8.C. 552a (Pub.
L. 93-579, 88 Stat. 1896). Among other
things, the proposed rules specified (1)
the procedures whereby an individual
can be advised whether the Board main-
tains any systems of records which con-
tain records pertaining to him; (2) the
procedures for gaining access to those
records; and (3) the procedures whereby
an individual can seek to amend the con-
tents of records that pertain to him.

The Board invited any persons inter-
ested in the proposed regulations to sub-
mit their views and comments to the
Board on or before October 14, 1975. No
comments were received. The Board has
considered the rules as proposed and has
decided to adopt the rules as published
in the FEpERAL REGISTER (40 FR 42997-
43000), subject to some technical
changes.

Accordingly, the new Part 1481, as
adopted, reads as set forth below.

Dated January 29, 1976.

R. C. HOLMQUIST,
Chairman.

Chapter XIV of Title 32 of the Code of
Federal Regulations is amended by add-
ing a new Part 1481, reading as follows:

See.

1481.1 Purpose and scope.

1481.2 Definitions.

1481.3 Procedures for requests pertaining
to individual records in a record
system.

14814 Times, places and requirements for
identification of individuals mak-
ing requests.

1481.6  Disclosure of requested Information
to individuals.

148186 Accounting for disclosure, and re-
quests for such accountings.

14817 Request for correction or amend-
ment to record.

14818 Agency review of request for cor-
rection or amendment of record.

14819 Appeal of initial adverse agency de-
termination on correction or
amendment, or other request.

1481.10 Exemptions.

1481.11 [Reserved.]

1481,12 Fees.

1481.13 Penalties.
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AvurHORITY: The provisions of this Part
1481 issued under sec. 109, 65 Stat. 22; 50
U.S.C. App. 1219; 88 Stat. 1896, 5 U.S.C. 552a.

§ 1481.1 Purpose and seope.

(a) This Part is promulgated to imple-
ment the Privaey Act of 1974 (Pub. L.
93-579, 5 U.S.C. 552a) by establishing
procedures whereby an individual can, as
to all systems of records maintained by
the Board except those set forth in
§ 1481.10 as exempt from disclosure:

(1) Request notification of whether the
Board maintains a record pertaining to
him in any system of records; (2) re-
quest access to such a record or to an
accounting of its disclosure; (3) request
that the record be amended or corrected;
and (4) appeal an initial adverse deter-
mination of any such request. This part
also establishes those systems of records
that are specifically exempt from disclo-
sure and from other requirements.

(b) The procedures of this Part apply
only to requests by an individual as de-
fined in § 1481.2. Except as otherwise pro-
vided, they govern only records contain-
ing personal information in systems of
records for which notice has been pub-
lished by the Board in the FEpErRAL REG-
1STER pursuant to section 3(e) (4) of
fhe Privacy Act of 1974 (5 US.C. 552a
(e) (4)) and which are neither exempt
from the provisions of this section nor
contained in government-wide systems of
personnel records for which notice has
been published in the FEDERAL REGISTER
by the Civil Service Commission. Re-
quests for notification, access, and
amendment of personnel records which
are containcd in a system of records
for which notice has been given by the
Civil Service Commission are governed
by the Civil Service Commission’s no-
tices, 5 CFR Part 297, Access to records
which are not subject to the require-
ments of the Privacy Act are governed by
Part 1480 of this subchapter.

§ 1481.2 Definitions.

(a) “Agency’” means each authority
of the government of the United States
as defined in 5§ U.S.C. 551(1) and shall
include any executive department, mili-
tary department, government corpora-
tion, government controlled corporation
or other establishment in the executive
branch of government or any independ-
ent regulatory agency.

(b) “Board” means the Renegotiation
Board.

(¢) “Individual” means a citizen of
the United States or an alien lawfully
admitted for permanent residence to
whom a record pertains.

(d) “Maintain” includes
collect, use, or disseminate.

(e) “Record” means any item of per-
sonal information relating to an indi-
vidual as opposed to information con-
cerning a business entity or activity,

(f) “Routine use” means (with re-
spect to the disclosure of a record), the
use of such record for a purpose which
is compatible with the purpose for which
it was collected.

maintain,
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(g) “Statistical record” means a ree-
ord in a system of records maintained
for statistical research or reporting pur-
poses only and not used in whole or
in part in making any determination
about an identifiable individual.

(h) “System of records” means a
group of any records under the control of
the Board from which information is re-
ceived by the name of the individual
or by some identifying number, symbol
or other identifying particular assigned
to the individual.

§ 1481.3 Procedures for requests per-
taining to individual records in a rec-
ord system.

The Renegotiation Board may not dis-
close any record to any person or other
agency, except pursuant to a written
request by, or with the prior written con-
sent of, the individual to whom the
record pertains, provided the record
under the control of the Board is main-
tained in a system of records from which
information is retrieved by the name of
the individual or by some identifying
number, symbol, or other particular as-
signed to such individual. Written con-
sent is not required if the disclosure is:
(a) To officers or employees of the Re-
negotiation Board who require the infor-
mation in the official performance of
their duties; (b) required under 5 U.S.C.
552, Freedom of Information Act; (e¢)
for a routine use compatible with the
purpose for which it was collected; (d)
to the Bureau of the Census for uses
pursuant to Title 13, U.S. Code; (e) to
a recipient who has provided the Board
with advance adequate assurance that
the record will be used solely as a statis-
tical research or reporting record and
that it is to be transferred in a form not
identifiable; or (f) pursuant to the order
of a court of competent jurisdiction.

§ 1481.4 Times, places, and require-
ments for identification of individ-
uals making requests.

(a) All requests for access to records
must reasonably describe the system of
records and the individual’s record with-
in the system of records in sufficient de-
tail to permit identification of the re-
quested record. Specific information re-
garding the svstem name (the Office of
the Federal Register has compiled the
system names by agencies), the individ-
ual’s full name, and other information
helpful in identifying the records shall
be included.

(b) All requests for access to vecords
shall be made in writing addressed to
the Director, Office of Administration,
Renegotiation Board, 2000 M Street,
N.W., Washington, D.C. 20446. The re-
quest shall clearly state on the envelope
and in the letter that it is a “Privacy
Act Request.” Actual receipt by the Di-
rector, Office of Administration, or his
designee, shall constitute receipt.

(¢) The requester’s identity must be
verified before the release of any record
except as exempted under the Freedom
of Information Act. An individual who
files a request through the mails shall
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accompany such request with a certifi-
cate of a notary public or equivalent
officer empowered to administer oaths.
(d) A requester may wish to have a
person of his choice accompany him to
review the requested record. Prior to
the release of the record, the Board will
require the requester to furnish the
Director, Office of Administration, or his
designee, with a written statement au-
thorizing disclosure of the record in the
accompanying person’s presence.

§ 1481.5 Disclosure of requested infor-
mation to individuals.

(a) Responses to requests pursuant to
§ 1481.3 will be made by the Director,
Office of Administration, or his designee,
with reasonable dispatch. An acknowl-
edgement of the request will normally
be sent within 10 days (excluding Satur-
days, Sundays and legal public holidays)
of its receipt and will indicate when the
requested notification or disclosure will
be sent, when and where the records will
be available for personal inspection, and
if a copy of a record has been requested,
the number of pages the Board will copy
to comply with the individual's request
and that the copy will be mailed to the
individual or held at the Board for the
individual upon receipt of a check or
money order payable to the Board for
any sum that may be due for copying
these documents.

(b) The Director, Office of Administra-
tion, or his designee, shall notify the
individual in writing with respect to any
adverse determination of a request pur-
suant to § 1481.3, shall specify the rea-
sons therefor, and shall advise of the
procedure for appealing such adverse
determination to the General Counsel as
specified in § 1481.9.

§ 1481.6 Accounting for disclosure, and
requests for such accountings.

(a) The Director, Office of Administra-
tion, shall establish a system of account-
ing for all disclosures of information or
records concerning individuals and con-
tained in the system of records, made
outside the Board. Accounting procedures
may be established in the least expensive
and most convenient form that will per-
mit the Director to advise Individuals,
promptly upon request, of the persons
or agencies to which records concerning
them have been disclosed. However, no
accounting need be made for disclosures
to officers or employees of the agency that
maintains the record who have a need
for the information in the official per-
formance of their duties, and no account-
ing need be made if disclosure is required
under the provisions of the Freedom of
Information Act (5 U.S.C. 552).

(b) Accounting records, at a mini-
mum, shall include the identification of
the particular record or information dis-
closed, the name and address of the per-
son or agency to whom disclosure was
made, and the date of the disclosure.
When records are transferred to the
National Archives and Records Service
for storage in records centers, the ac-

counting pertaining to those records
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shall be transferred with the records
themselves.

(c) Any accounting made under this
section shall be retained for at least five
years or the life of the record, whichever
is longer, after the disclosure for which
the accounting is made.

(d) At the time of his request for ac-
cess or correction or at any other time,
an individual may request an accounting
of disclosures made of his record outside
the Board. Requests for accounting shall
be directed to the Director, Office of Ad-
ministration. Any available accounting,
whether kept in accordance with the re-
quirements of the Privacy Act or under
procedures established prior to Septem-
ber 27, 1975, shall be made available to
the individual except that an accounting
need not be made available if it relates
to: (1) A disclosure made pursuant to
the Freedom of Information Act, 5
U.S.C. 552; (2) a disclosure made with-
in the Board; (3) a disclosure made to a
law enforcement agency pursuant to 5
U.S.C. 552a(b)(T); (4) a disclosure
which has been exempted from the pro-
visions of 5 U.S.C. 552a(c) (3) pursuant
to 56 U.S.C. 552a (j) or (k).

§ 1481.7 Request for
amendment to record.

An individual may request amend-
ment of a record pertaining to him in a
system of records subject to this part by
mailing or delivering to the Director, Of-
fice of Administration, a written request
concerning such system of records main-
tained by the Board. Such written re-
quest shall conform to the requirements
of § 1481.3 and shall also state the nature
of the information in the record the in-
dividual believes to be inaccurate or in-
complete and the amendment desired,
and shall state concisely the reasons
therefor.

correction or

§ 1481.8 Agency review of request for
correction or amendment to record.

(a) Not later than 10 days (excluding
Saturdays, Sundays and legal public
holidays) after the date of receipt of a
request to amend a record, the Director,
Office of Administration, shall acknowl-
edge in writing such receipt and, if a de-
termination has not been made, inform
the individual when he may expect to
be advised of action taken on the request.

(b) If the Director, Office of Admin-
istration, determines not to grant all or
any portion of the request to amend a
record, he shall notify the individual in
writing and shall specify the reasons
therefor, and shall advise of the proce-
dure for appealing such adverse deter-~
mination to the General Counsel, as
specified in § 1481.9 or to the appropriate
Civil Service Commission official,

§ 1481.9 Appeal of initial adverse agency
determination on correction, or
amendment or other request.

(a) Not more than 10 days (excluding
Saturdays, Sundays and legal public
holidays) after receipt by an individual
of an adverse determination by the Di-
rector, Office of Administration, con-
cerning any request made under this

Part which is subject to appeal within
the Board, the Individual may appeal to
the General Counsel who has been dele-
gated authority by the Chairman to
make determinations on such appeals,
The appeal shall be by letter, mailed
or delivered to the General Counsel, the
Renegotiation Board, 2000 M Street,
N.W., Washington, D.C. 204468. The let-
ter shall identify the records involved
in the same manner as they were iden-
tified to the Director, Office of Admin-
istration, shall indicate the dates of the
request and adverse determination, and
shall indicate the expressed basis for
that determination. In addition, the let-
ter of appeal shall state briefly and suc-~
cinctly the reasons why the adverse de-
termination should be reversed.

(b) The General Counsel shall deter-
mine the appeal. Such determination
shall be made not later than 30 days
(excluding Saturdays, Sundays and legal
public holidays) from the date the in-
dividual’s letter of appeal is received,
unless. the Board, for good cause shown,
extends such 30-day period. If the 30-
day period is so extended, the individual
shall be notified of the reasons for the
extension and the date on which a final
determination may be expected.

(c) If the General Counsel determines
that the adverse determination will not
be reversed, the individual shall be noti-
fied in writing of that determination, the
reasons therefor, and of his right to seek
judicial review of the decision pursuant
to section 3(g) of the Privacy Act [5
U.S.C. 552a(g)]. If the adverse deter-
mination sustained by the General
Counsel denies a request to amend a rec-
ord, the individual shall also be advised
of his right to file a concise statement of
his reasons for disagreeing with the re-
fusal to amend which may contain in-
formation which the individual believes
should be substituted. Statements of dis-
agreements shall ordinarily not exceed
one page. Such statements shall be filed
with the Director, Office of Administra-
tion, within 30 days (excluding Satur-
days, Sundays and legal public holidays)
of notification of the refusal to amend a
record.

(d) A decision by the General Coun-
sel pursuant to paragraph (¢) of this
section is final and will not be subject to
petition for reconsideration. It is sub-
ject to judiclal review in the district
court of the United States in which the
complainant resides, or has his principal
place of business, or in which the Board
records are situated, or in the District of
Columbia.

(e) The record about which a state-
ment of disagreement has been filed will
clearly note which part of the record is
disputed and the Board will provide
copies of the statement of disagreement
and, if the Board deems it appropriate,
provide a concise statement of its reasons
for refusing to amend or correct the rec-
ord, to persons or other agencies to whom
the record has been or will be disclosed.

§ 1481.10 Exemptions.

. ‘The Board reserves the right, pursuant
to section 3(k) of the Privacy Act [5

FEDERAL REGISTER, VOL. 41, NO. 24—WEDNESDAY, FEBRUARY 4, 1976




U.8.C. 552a(k) ], to promulgate rules to
exempt any system of records main-
tained by the Board.

§148L.11 [Reserved.]
§ 1481.12 Fees.

No fees shall be charged for providing
the first copy of a record or any portion
thereof to individuals to whom the rec-
ord pertains. The fee for additional copies
is the same as that appearing in § 1480.12
of this subchapter.

§1481.13 Penalties.

Section 3(1) (3) of the Privacy Act [5
U.S.C. 552a(l) (3)1, makes it a misde-
meanor, subject to a maximum fine of
5,000, to knowingly and willfully request
or obtain any record concerning an indi-
vidual under false pretenses. Section
3(1) (1) and (2) of the Privacy Act (5
US.C. 552a() (1) and (2)1, provide
penalties for violations by agency em-
ployees of the Privacy Act or regulations
established thereunder. Title 18 U.S.C.
1001, Crimes and Criminal Procedures,
makes it a criminal offense, subject to a
maximum fine of $10,000 or imprison-
ment for not more than 5 years or both,
to knowingly and wilifully make or cause
to be made any false or fraudulent state-
ments or representations in any matter
within the jurisdiction of any agency of
the United States.

[FR Doc.76-3345 Filed 2-3-76;8:456 am]

Title 41—Public Contracts and Property
Management

CHAPTER 8—VETERANS
ADMINISTRATION

PART B-10—BONDS AND INSURANCE
Revocation

Chapter 8, Title 41, Code of Federal
Regulations, Is amended as set forth be-
low.

In BSubpart 8-10.1, Bonds, §§8-
10.103-1, 8-10.103-3 and 8-10.104-1 are
revoked. Material formerly contained in
these sections can be found in §§ 1-
18,1001 and 1-10.104-1 of the Federal
Procurement Regulations and in the in-
structions on Standard Form 24, Bid
Bond.

It is the general policy of the Veterans
Administration to allow time for inter-
ested parties to participate in the rule
making process (§ 1.12, Title 38, Code of
Federal Regulations). However, the
amendments herein concern agency pro-
cedure and practices. Therefore, the
public rule making process Is deemed
unnecessary in this instance.

§§ 8-10.103-1 and 8-10.103-3
voked]
1. Sections 8-10.103-1 and 8-10,103-3
are revoked.
§ 8-10.104-1 [Revoked]

2. Section 8-10.104-1 is revoked.

Effective date. These revocations are
effective February 4, 1976.

[Re-
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Approved: January 28, 1976.
By direction of the Administrator.

[sEAL] OpeELLt W. VAUGHN,
Deputy Administrator.

[FR Doc,76-3208 Filed 2-3-76;8:45 am]

CHAPTER 101—FEDERAL PROPERTY
MANAGEMENT REGULATIONS

[Temp. Reg. E-44]

PART 101-26—PROCUREMENT SOURCES
AND PROGRAMS

Revised Procedures for Reporting Quality
Deficiencies

Correction

In FR Doc. 76-1771 appearing on page
3293 in the issue of Thursday, Janu-
ary 22, 1976, make the following changes:

On page 3298 in the table in the middle
of the page; the entry following “Clas-
sified” in line 1 should have read
“RUEBHGB”. The entry following “Clas-
sified” in line 6 should have read
“RUEBHGG”.

[FPMR Amdt. H-95]

PART 101-45—SALE, ABANDONMENT,
. OR DESTRUCTION OF PERSONAL
PROPERTY

Sales of Special Classes of Property

This regulation amends instructions
for the sale of explosives and adds in-
structions for the sale of ammunition
components, safes, and locking file cabi-
nets.

The table of contents for Part 101-45
is amended by adding the following new
entry:

Sec.
101-45.309-10 Safes and locking file cabinets.

Subpart 101-45.3—Sale of Personal
Property

1. Section 101-45.309-2 is amended by
revising paragraph (a), amending para-
graph (b), and adding paragraph (c), as
follows:

§ 101-45.309-2 Dangerous property.

(a) General. No property shall be dis-
posed of that is dangerous to public
health or safety without rendering in-
nocuous such property or providing ade-
quate safeguards therefor.

(b) Ezxplosives. For the purpose of this
section, the term “explosive’” means any
chemical compound, mixture, or device,
the primary or common purpose of which
is to function by explosion. The ferm in-
cludes, but is not limited to, dynamite
and other high explosives, black powder,
pellet powder, initiating explosives, deto-
nators, safety fuses, squibs, detonating
cord, igniter cord, igniters, and any other
items appearing in the Explosives List
promulgated by the Secretary of the
Treasury (18 U.S.C. 841(d)). The Ex-
plosives List is published and revised at
least annually in the FEDERAL REGISTER
by the Director, Bureau of Alcohol, To-
bacco and Firearms, Department of the
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Treasury, pursuant to 27 CFR 181.23, The
following procedures shall apply in any
disposal of explosives:

(¢) Ammunition components. The term
“ammunition components” means am-
munition or cartridge cases, primers,
bullets, or propellent powder designed for
use in any firearm.

(1) Usable ammunition components.
Ammunition components sold as usable
property fall under the Gun Control Act
of 1968, which requires that purchasers
be licensed to handle such property. So
that bidders will be notified of the special
requirements concerning the purchase
and transportation of usable ammunition
components, the following statements
shall be included in the invitation for bid
and shall be made & part of the contract
by including in it the bid form to be sub-
mitted by the bidder:

(1) Item No. ———._ containing ammu-
nition components offered for sale in this
invitation is subject to the requirements
of the Gun Control Act of 1968 (18 U.S.C.
921 et seq.) and any regulations issued
pursuant to such act. The undersigned
represents, warrants, and certifies that
he will comply with such act and all other
applicable local, State, and Federal laws
and regulations. His license(s) num-=-
ber(s) is/are ______.

(il) The transportation of hazardous
materials (primers or propellent powder)
is governed by the Hazardous Materials
Regulations (49 CFR 170-189) promul-
gated by the Department of Transporta-
tion. Purchasers of such materials are re-
sponsible to certify, based on their ecwn
examination, that the materials are
properly classified, described, packaged,
marked, and labeled and are in proper
condition for transportation in accord-
ance with the Hazardous Materials Reg-
ulations. Hazardous materials sold by the
Department of Defense (DOD) in pack-
ings not marked in accordance with the
Hazardous Materials Regulations may
be shipped from DOD installations, pro-
vided DOD certifies that the packing is
equal to or greater in strength and effi-
ciency than the packing prescribed in
the above regulations.

(2) Scrap aemmunitionr components.
Ammunition components not usable or
suitable for reuse as components of am-
munition which are reported and sold as
scrap (for basic material content) do not
fall under the Gun Control Act of 1968.
With regard to the sale of ammunition
components as scrap, the following state-
ment shall be included in the invitation
for bid and shall be made a part of the
contract:

h O S , certify that ammunition
components purchased by me as Item No.
.............. will not be used for the orig-
inal manufactured purpose.

2. Section 101-45.309-10 is added as
follows:

§ 101-45.309-10 Safes and locking file
cabinets,

Safes and locking file cabinets shall

not be accepted for sale in a locked con-
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dition, and no safe or locking file cabinet
shall be offered for sale pursuant to this
Part 101-45 unless empty and unlocked.
When available, combinations should be
taped and/or keys strapped to the out-
side front of the safe or cabinet.

(Sec. 205(c), 63 Stat. 390; 40 U.S.C. 486(c))

E flective date. This regulation is effec~
tive February 4, 1976.

Dated: January 26, 1976.

JACK ECKERD,
Administrator of General Services.

|FR Doc.76-3316 Filed 2-3-76;8:45 am]

Title 12—Banks and Banking

CHAPTER II—FEDERAL RESERVE SYSTEM

SUBCHAPTER A—BOARD OF GOVERNORS OF
THE FEDERAL RESERVE SYSTEM

[Reg. Z]
PART 226—TRUTH IN LENDING

Disclosures Regarding Real Estate Settle-
ment Procedure, Disclosure of Closing
Costs; Rescission

Pursuant to its obligations under the
Real Estate Settlement Procedures Act
of 1974 (RESPA), Pub. L. 93-533, the Of-
fice of the Secretary of the Department
of Housing and Urban Development pub-
lished on May 22, 1975, in FR Doc. 75—
13260 at Vol. 40, No. 100 of the FEDERAL
REGISTER, beginning on page 22448, Reg-
ulation X, including a form (designated
HUD 1) to be used to disclose real estate
closing costs. As part of that form (Ex-
hibit B on page 22457) a Truth in Lend-
ing Statement was prescribed pursuant
to section 4 of RESPA. On May 16, 1975,
by FR Doc. 75-12895 in Vol. 40, No. 96
of the FEpErAL REGISTER, beginning at
page 21470, the Board of Governors of
the Federal Reserve System (Board)
published, as an interpretation of Reg-
ulation Z, § 226.102, which was designed
to eliminate confusion concerning the
use of the Truth in Lending form pre-
seribed in Regulation X and to clarify
the interrelationship between the Truth
in Lending Act and RESPA. On January
2, 1976, Pub. L. 94-205 became effective.
This law amends section 4 of RESPA in
such a way as to no longer require the
use of the Truth in Lending statement
prescribed by Regulation X. Accordingly,
the Board finds that § 226.102 is not
necessary and hereby rescinds it effective
June 30, 1976. The Board understands
that HUD will require the use of the first
two pages of the HUD 1 form for trans-
actions subject to RESPA until June 30,
1976. It is the Board’s purpose in re-
scinding § 226.102 effective June 30, 1976,
to enable creditors to use, on a permissive
basis, the Truth in Lending disclosure
statement as prescribed by Regulation X
prior to January 2, 1976. Although the
use of the Truth in Lending disclosure
statement formerly prescribed by Regu-
lation X is not required, Truth in Lend-
ing disclosures as preseribed by Regula-
tion Z must be made. Until June 30, 1976,
§ 226.102 applies only to the Truth in
Lending statement (as provided in the

above referenced Exhibit B) when used

RULES AND REGULATIONS

in conjunction with the Settlement
Statement required by the Department
of Housing and Urban Development un-
der Regulation X. If Truth in Lending
disclosures are made in this manner, they
must be made in accordance with the
time requirements of Regulation Z. If
some other method of making Truth in
Lending disclosures is used by the cred-
itor, § 226.102 has no applicability.

On October 30, 1975, (40 FR 50507),
the Board published amendments to
Regulation Z designed to provide dis-
closure of closing costs in certain real
estate transactions. These amendments
were adopted in order to implement the
provisions of section 121(c) of the Act
which were added by section 409 of Title
IV of Pub. L. 93—495, On January 2, 1976,
section 121(c) was repealed by the pas-
sage of Pub. L. 94-205. Accordingly, the
Board finds that the amendments to
Regulation Z enacted to implement sec-
tion 409 are unnecessary and are hereby
rescinded.

Pursuant to 5 U.S.C. 533, the Board
finds that prior notice of this rulemak-
ing is unnecessary and that public par-
ticipation is impractical since, in its
view, time is of the essence in rescind-
ing the regulations following the repeal
of their statutory authority.

In consideration of the foregoing:

§§ 226.2 and 226.8 [Amended]

1. 12 CFR 226.2 (mm), (nn), (00),
(pp) and (gq), and 226.8(r) are hereby
rescinded.

§ 226.102 [Removed]

2. 12 CFR 226.102 is rescinded effec-
tive June 30, 1976.

§226.8 [Amended]

3. 12 CFR 226.8(a) is amended by
deleting “Except as provided in para-
graph (r) of this section,” from the
fourth sentence thereof and by capitaliz-
ing the letter “a” in the word “all” im-
mediately following the deleted matter,
go that the fourth sentence of § 226.8(a),
through the colon, reads “All of the dis-
closures shall be made together on
either:".

Except as otherwise provided herein,
the effective date of these changes is
January 21, 1976.

By order of the Board of Governors,
January 21, 1976.

[sEAL] THEODORE E. ALLISON,
Secretary of the Board.

| FR Doc.76-3305 Flled 2-3-76;8:45 am|

[Reg. Z]
PART 226—TRUTH IN LENDING

Fair Credit Billing, Description of
Transactions; ion

In FR Doc. 75-24962 appearing at page
43200 in the FEDpERAL REGISTER of Sep-
tember 19, 1975, paragraph (e) of
§ 226.14 appearing on page 43210 is cor-
rected in the nineteenth line of that
paragraph by adding the words “to pay”
immediately following the words “the

same number of days thereafter" and
immediately before the word *“as”,

Pursuant to 5 U.S.C. 533, the Board
finds that prior notice of this rulemak-
ing is unnecessary and that public par-
ticipation is impractical since, in its view,
the change is in the nature of a eorrec-
tion. These words were inadvertently
omitted from the final regulation as pub-
lished on September 19. No substantive
change is made hereby.

By order of the Board of Governors,
January 21, 1976.
[SEAL] THEODORE E. ALLISON,
Secretary of the Board.
| FR Doc.76-3306 Filed 2-3-76;8:45 am|

Title 25—Indians

CHAPTER |—BUREAU OF INDIAN AF-
FAIRS, DEPARTMENT OF THE INTERIOR
SUBCHAPTER Y—INDIAN SELF-DETERMINATION
AND EDUCATION ASSISTANCE ACT PROGRAMS
CONTRACTS AND GRANTS UNDER INDIAN

SELF-DETERMINATION AND EDUCA-
TION ASSISTANCE ACT; EDUCATION
CONTRACTS UNDER JOHNSON-
O'MALLEY ACT

Revocation, Redesignation and Issuance of
Regulations; Correction

Janvary 27, 1976.

This notice is published in the exercise
of authority delegated by the Secretary
of the Interior to the Commission of
Indian affairs by 230 DM 2.

In FR Doc. 75-29301 appearing at page
51282 in the FEpErRAL REGISTER of Tues-
day, November 4, 1975, the following
changes should be made:

1. On page 51288, in the fourth line of
§ 271.2(s), the word “on” is corrected to
read “in".,

2, On page 51288, in the second and
third lines of § 271.2(t), the words “the
retect’” are corrected to read “to protect”.

. 3. On page 51289, in the fifth and tenth
lines of § 271.14(m), the phrase “Appen-
dix B of Part 276" is corrected to read
“§ 276.7".

4. On page 51290, in the fourth line of
§ 271.16(b) (3), the word “a” is inserted
after the words “Provided, That”.

5. On page 51292, in the third line of
§ 271.26, the phrase “Board of Indian
Appeals” is corrected to read “Director,
Office of Hearings and Appeals”,

6. On page 51299, in the seventh line
of §271.75(e), a semicolon and the
phrase “notice that the tribal organiza-
tion will be given at least” are inserted
after the word “provide”.

7. On page 51304, in the last line of
§ 273.2(h), the words “in paragraph (uw"
are corrected to read “in paragraph (v)".

8. On page 51305, in the third line of
§ 273.11(c) (4), the reference “through
273.39” is corrected to read “through
273.38".

9. On page 51312, in the fourth line of
§274.13(j) (4) (v), the word “arrangt-
ment” is corrected to read “arrange-
ment”.

10. On page 51316, in the first line of
§ 275.3(a), the word “Iidian” is cor-
rected to read “Indian”,
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11. On page 51319, in the sixth line of
§ 276.10(a) (1), the amount of “$250,000”
is corrected to read “$120,000",

12. On page 51327, in the fifth and
sixth lines of section C.1.a.(1) of Ap-
pendix B of Part 276, the phrase “have
the bursement (paragraph 2 a)” is cor-
rected to read “have the option of not re-
quiring a Financial Status Report when
a request for advance or reimbursement
(paragraph 2a)”.

13. On page 51328, in the fourth line
and last line of §277.12(c), the word
“representatives” is corrected to read
“representative”.

14. On page 51328, in the last line of
§277.13(b), the word “includes” is cor=-
rected fo read “include”.

MOoRrrIS THOMPSON,
Commissioner of Indian Affairs.

[FR Doc.76-3318 Filed 2-3-76;8:45 am]

Title 26—Internal Revenue

CHAPTER I—INTERNAL REVENUE SERV-
ICE, DEPARTMENT OF THE TREASURY

SUBCHAPTER A—INCOME TAX
[(T.D. 7399]

PART 1—INCOME TAX; TAXABLE YEARS
BEGINNING AFTER DECEMBER 31, 1953

Deductions From Gross [ncome

By notices of proposed rule msaking
appearing in the Feperar REecisTer for
May 6, 1972 (37 FR 9295), February 21,
1975 (40 FR 7661), April 30, 1975 (40 FR
18798) and October 31, 1975 (40 FR
50720) amendments to the Income Tax
Regulations (26 CFR Part 1) under sec-
tion 62 of the Internal Revenue Code of
1954 were proposed in order to conform
the regulations to section 531(b) of the
Tax Reform Act of 1969 (83 Stat. 655),
sections 2002(a)(2) and 2005(c)(9) of
the Employee Retirement Income Secu-
rity Act of 1974 (88 Stat. 859 and 992)
and section 6 of the Act of October 286,
1974 (88 Stat. 1458).

The purpose of these amendments is
to provide certain deductions from gross
income with respect to pension, etc.,
plans of electing small business corpo-
rations, retirement savings, certain por-
tion of lump sum distributions for pen-
sion plans under section 402(e), and
penalties forfeited because of premature
withdrawal of funds from time savings
accounts on deposit.

There were no written comments re-
ceived in response to those proposed
?mendments and no public hearings were
eld,

Adoption of amendments to regula-
tions. Amendments to § 1.62 and § 1.62-1
(c) of the Income Tax Regulations (26
CFR Part 1) as proposed by paragraphs
(1) and (2) of notices of proposed rule
making for May 6, 1972 (37 FR 9295),
February 21, 1975 (40 F.R. 7661), April
30, 1975 (40 FR 18798), and October 31,
1875 (40 FR 50720) are hereby adopted.
The remaining paragraphs contained in
the appendices of the notices of proposed
rule making for May 6, 1972, February 21,
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1975 and April 30, 1975 are to remain
outstanding.

(Sec. 7805 of the Internal Revenue Code of
1954 (68A Stat, 917; 26 U.S.C. 7805)).

DonaLp C. ALEXANDER,
Commissioner of Internal Revenue.

Approved: January 29, 1976.

Davip F. BRADFORD,
Acting Assistant Secretary
of the Treasury.

Paragraph 1. Section 1.62 is amended
by adding paragraphs (9), (10), (11), and
(11) [(12) ] and by revising the historical
note. These added and revised provisions
read as follows:

§ 1.62 Swatutory provisions; deductions
from adjusted gross income.

Sec. 682. Adjusted gross income defined. For
purposes of this subtitle, the term “adjusted
gross income' means, in the case of an In-
dividual, gross income minus the following
deductions:

(9) Pension, ete., plans of electing ‘small
business corporations. The deduction allowed
by section 1379(Db) (3).

(10) Retirement savings. The deduction
allowed by section 219 (relating to deduction
for certain retirement savings).

(11) Certain portion of lump-sum distri-
butions from pension plans taxed under sec-
tion 402(e). The deduction allowed by sec-
tion 402(e) (3).

(11) [(12) ] Penalties forfeited because of
premature withdrawal of funds from time
savings accounts or deposits. The deductions
allowed by section 185 for losses incurred in
any transaction entered Into for profit,
though not connected with a trade or busi-
ness [,] to the extent that such losses in-
clude amounts forfeited to a bank, mutual
savings bank, savings and loan association,
building and loan association, cooperative
bank or homestead assoclation as a penalty
for premature withdrawal of funds from a
time savings account, certificate of deposit,
or similar class of deposit.

[Sec. 62 as amended by sec. 7(b), Self-
Employed Individuals Tax Retirement Act
1962 (76 Stat. 828); sec. 213(b), Rev. Act 1964
(78 Stat. 52); sec. 531(b) Tax Reform Act
1969 (83 Stat. 655); secs. 2002(a)(2) and
2005(c) (8), Employee Retirement Income
Security Act 1974 (88 Stat. 959, 0992); sec. 6
(a) Act of Oct. 26, 1974 (Pub. L. 93-483, 88
Stat. 1458) |

Par. 2, Section 1.62-1(¢) is amended
by adding at the end thereof paragraphs
(12), (13), (14) and (15). The added pro-
visions to read as follows:

§ 1.62-1 Deductions from adjusted
gross income,
- L L - -

(c) > * »

(12) The deduction allowed by section
1379(b) (3) to an individual or his bene-
ficiaries upon the termination of rights
to receive benefits prior to excludable
recovery of amounts which were includ-
ed in the gross income of a shareholder-
employee as excess employer contribu-
tions to a pension, etc, plan of an
electing small business corporation;

(13) The deduction allowed by section
219 for contributions to an individual re-
tirement account described in section
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408(a), for an individual retirement an-
nuity described in section 408(b), or for
a retirement bond described in section
409.

(14) The deduction allowed by sec-
tion 402(e) (3) for the ordinary income
portion of & lump sum distribution.

(15) For taxable years beginning after
December 31, 1972, the deduction allowed
by section 165 for losses incurred in any
transaction entered into for profit
though not connected with a trade or
business, to the extent that such losses
include amounts forfeited to & bank, mu~
tual savings bank, savings and loan as-
sociation, building and loan association,
cooperative bank or homestead associa-
tion as a penalty for premature with-
drawal of funds from a time savings ac-
count, certificate of deposit or. similar
class of deposit.

[FR Doc.76-3346 Filed 2-3-76:8:45 am]

[T.D. 7401]

PART 1—INCOME TAX; TAXABLE YEARS .
BEGINNING AFTER DECEMBER 31, 1953

Reinsurance Transactions

By a notice of proposed rule making
appearing in the FeEperAL REGISTER for
August 14, 1975 (40 FR 34128), an
amendment to the Income Tax Regula-
tions (26 CFR Part 1) was proposed in
order to modify example (1) as sef forth
in § 1.817-4(d) (3) relating to reinsurance
transactions, to revise § 1.817-4(d)(2)
and to add a new example (3) under
§ 1.817-4(d) (3) in order to clarify the
change made in example (1),

Several comments were received on
the proposed regulations and a public
hearing was held on November 6, 1975.

Adoption of amendments to the regu-
lations. On August 14, 1975, a notice of
proposed rule making was published in
the FEpERAL REGISTER (40 FR 34128), re-
lating to deductions made pursuant to
reinsurance transactions by life insur-
ance companies. After consideration of
all relevant matter presented by inter-
ested persons regarding the proposed
rules, the proposed amendment of the
regulations is hereby adopted as pro-
posed.

(Sec. 7805 of the Internal Revenue Code of
1964 (68A Stat. 917, 26 U.S.C. 7805) .)

DonaLp C. ALEXANDER,
Commissioner of Internal Revenue.

Approved: January 17, 1976,

CHARLES M. WALKER,
Assistant Secretary
of the Treasury.

By a notice of proposed rule making
appearing in the FeperaL RecisTer for
August 14, 1975 (40 FR 34128), an
amendment to the Income Tax Regula-
tions (26 CFR Part 1) was proposed in
order to modify example (1) as set forth
in § 1.817-4(d) (3) relating to reinsur-
ance transactions, to revise § 1.817-4(d)
(2) and to add a new example (3) under
§ 1.817-4(d) (3) in order to clarify the
change made in example (1),
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Several comments were received on
the proposed regulations and a public
hearing was held on November 6, 1975.

Adoption of amendments to the regu-
lations. On August 14, 1975, a notice of
proposed rule making was published in
the FEDERAL REGISTER (40 FR 34128), re-
lating to deductions made pursuant to
reinsurance transactions by life insur-
ance companies. After consideration of
all relevant matter presented by inter-
ested persons regarding the proposed
rules, the proposed amendment of the
regulations is hereby adopted as pro-
posed.

Paragraph 1. Paragraph (d) of § 1.817-
4 is amended as follows: Paragraph (d)
(2) is revised by redesignating (iii) as
(iv), amending (ii) and adding a new
(iii) ; paragraph (d)(3) is revised by
redesignating examples (3) and (4) as
examples (4) and (5), respectively, re-
vising example (1), and adding a new
example (3). The revised and added
provisions read as follows:

§ 1.817-4 Special rules.

[} * - . L -

(d) Certain other. reinsurance trans-
actions. * * *

(2) *t * =%

(ii) In connection with an assump-
tion reinsurance (as defined in para-
graph (a) (7) (i) of §1.809-5) transac-
tion, a reinsurer shall in any taxable
vear beginning after December 31, 1957—

(A) Treat the consideration received
from the reinsured in any such taxable
year as an item of gross amount under
section 809(c) (1), and

(B) Treat any amount paid to the re-
insured for the purchase of such con-
tracts, to the extent such amount meets
the requirements of section 162, as a de-
ferred expense that may be amortized
over the reasonably estimated life (as
defined in paragraph (d) (2) (iv) of this
section) of the contracts reinsured and
treat the portion of the expense so
amortized in each taxable year as a de-
duction under section 809(d) (12) ir-
respective of the taxable year in which
such amount was paid to the reinsured.

(iii) For purposes of paragraph (d)
(2) (i) of this section where the rein-
sured transfers to the reinsurer in con-
nection with the assumption reinsurance
transaction a net amount which is less
than the increase in the reinsurer’s re-
serves resulting from the transaction,
the reinsurer shall be treated as—

(A) Having received from the rein-
sured consideration in an amount equal
to the net amount of the increase in the
reinsurer’s reserves resulting from the
transaction, and

(B) Having paid the reinsured an
amount for the purchase of the contracts
equal to the excess of the amount of
such increase in the reinsurer’s reserves
over the net amount received from the
reinsured.

(3) L L

Ezample (1). On June 30, 1959, X, a life
insurance company, reinsured a portion of
its insurance contracts with ¥, a life insur-
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ance company, under an agreement whereby
Y agreed to assume and to beecome solely
liable under the contracts reinsured. The
reserves on the contracts reinsured by X
were $100,000. Under the reinsurance agree-
ment X agreed to pay Y $100,000 for as-
suming such contracts and Y agreed to
pay X $17,000 for the right to receive future
premium payments under this block of con-
tracts. Rather than exchange payments of
money, X agreed to pay Y a net amount of
$83,000 in cash. Assuming that the reasonably
estimated life of the contracts reinsured is 17
years, that there are no other insurance
transactions hy X or Y during the taxable
year, and assuming that X and Y compute
the reserves on the contracts reinsured on
the same basis, X has Income of $100,000
under section 809(c) (2) as a result of the
net decrease in its reserves. X has a net de-
duction of 83,000 ($100,000—817.000) under
section 809(d) (7). For the taxable year 1959,
Y has income of $100,000 under section 809
(¢)(1) as a result of the consideration re-
ceived from X and a deduction of $100,000
under section 809(d) (2) for the net increase
in reserves and $1,000 ($17,000 divided by 17,
the reasonably estimated life of the con-
tracts reinsured), under section 809(d) (12).
The remaining $16,000 shall be amortized
over the next 16 succeeding taxable years
(16x$1,000=816,000) under section 809(d)
(12) at the rate of $1,000 for each such tax-
able year,

. » " £l "

Ezample (3). The facts are the same as in
Example (1), except that the reinsurance
agreement does not specifically provide that
X agreed to pay Y $100,000 for assuming the
contracts reinsured and Y agreed to pay X
$17,000 for the right to receive future pre-
mium payments under such contracts. In-
stead, X agreed to pay Y a net amount of
$83,000 in cash for assuming such contracts.
Nevertheless, Y is treated as having received
from X conslderation equal to $100,000, the
amount of the increase in Y's reserves, and
as having paid $17,000 ($100,000 less $83,000)
for the purchase of such contracts. There-
fore, for the taxable year 1959, Y has income
of $100,000 under section 809(c¢) (1). Y also
has a deduction of $100,000 under section
809(d) (2) for the net increase in its reserves
and an amortization deduction under section
809(d) (12) of $1,000 (817,000 divided by 17,
the reasonably estimated life of the contracts
reinsured). The remaining $16,000 shall be
amortized by Y over the next 16 succeeding
years at the rate of $1,000 for each such year.
For 1859, X has income of $100,000 under
section 809 (c) (2) as a result of the net de-
crease in its reserves and a deduction of
$83,000 under section 809(d) (7) for the net
amount of consideration paid to ¥ for as-
suming the contracts reinsured.

|[FR Doc.76-3347 Filed 2-3-76:8:45 am]

['T.D. 7400]

PART 1—INCOME TAX; TAXABLE YEARS
BEGINNING AFTER DECEMBER 31, 1953

Disposition of Qualified Low-Income
Housing

Preamble. By notice of proposed rule
making published in the FEDpERAL REG-
1sTER for June 20, 1975 (40 FR 26040),
amendments to the Income Tax Regula-
tions (26 CFR Part 1) were proposed in
order to conform such regulations to the
provisions of section 910(b) of the Tax
Reform Act of 1969, relating to gain from
dispositions of certain qualified low-
income housing projects. A notice of cor-

rection appeared in the FEeDpERAL Rrc-
1sTER for July 2, 1975 (40 FR 27943), cor-
recting two typographical errors in the
proposed amendments.

Section 910(b) of the Act amends sec-
tion 1250 of the Internal Revenue Code to
provide that if qualified low-income
housing is disposed of and gain is not
recognized in whole or in part under
section 1039 of the Code (relating to
certain sales of low-income housing proj-
ects), then the amount of gain recognized
under section 1250(a) is limited to the
greater of (1) the amount of gain recog-
nized on the disposition (determined
without regard to section 1250), or (2)
the excess of the amount of gain that
would be taken into account under sec-
tion 1250(a) over the cost of the section
1250 property acquired in the transaction.

Section 1039 of the Code, which was
added by section 910(a) of the Act, limits
the amount of gain (if the taxpayer so
elects) recognized from certain sales of
low-income housing projects to the
tenants of such projects, provided that
the taxpayer constructs, reconstruets, or
acquires another qualified housing proj-
ect within a specified period. Regula-
tions under section 1039 have already
been promulgated.

The amendments to the regulations
set forth the statutory requirements and
give several examples of how the statute
applies in particular factual situations.

Section 1.1250-3(h) (3) (i) of the pro-
posed amendments, relating to the de-
termination of the basis of the replace-
ment housing project, has been revised.
The revision makes it clear that the basis
of the replacement property that is not
section 1250 property is not reduced
below zero by certain gain not recog-
nized in the disposition of the first hous-
ing project, and that the basis of the
“additional cost element” (as defined in
§ 1.1250-3(h) (2)) of the replacement
property is determined by taking into
account the remaining amount (if any)
of nonrecognized gain. A conforming
change is made to example (3) _in
§ 1.1250-3(h) (3) (ii) .

Adoption of amendments to the regu-
lations. On June 20, 1975, notice of pro-
posed rule making with respect to the
amendment of the Income Tax Regula-
tions (26 CFR Part 1) to conform the
regulations to the provisions of section
910(b) of the Tax Reform Act of 1969
(83 Stat. 720), relating to gain from dis-
positions of certain low-income housing
projects, was published ir the FEDpERAL
REGISTER (40 FR 26040) . A notice of cor-
rection with respect to two typographical
errors in the proposed amendments was
published in the FepErRAL REGISTER for
July 2, 1975 (40 FR 27943). No written
comments were received with respect to
the proposed regulations and no public
hearing was held. The amendments as
proposed are hereby adopted, subject to
the following changes:

Section 1.1250-3(h) (3) is amended by
revising the third, fourth, and fifth sen-
tences of subdivision (1), and by adding
a new sentence at the end of example
(3) in subdivision (ii). The revision and
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the additional sentence read as set forth
below:

(Secs. 1260(d) (8) (F) (1i) and 7805 of the In-
ternal Revenue Code of 1954 (83 Stat. 721,
68A. Stat. 917; 26 U.S.C. 1250(d) (8) (¥) (i1),
7808).) :

DonNALD C. ALEXANDER,
Commissioner of Internal Revenue.

Approved: January 28, 1976.

WiLLizam M. GOLDSTEIN,
Acting Assistant
Secretary of the Treasury.

1, Section 1.1039-1(a) is amended by
adding two new sentences immediately
before the last sentence, to read as
follows:

§ 1.1039~1 Certain sales of low-income
housing projects.

(a) Nonrecognition of gain.* * *
However, notwithstanding section 1039,
gain may be recognized by reason of the
application of section 1245 or 1250 to the
sale or disposition. (See § 1.1245-6(b)
and § 1.1250-3¢h).) * * *

- - - - .

2. Section 1.1245-6(b) is amended by
revising the first sentence to read as
follows:

§ 1.1245—6 Relation of section 1245 to
other sections.
. - ° ° -«

(b) Nonrecognition sections overrid-

den. The nonrecognition provisions of

subtitle A of the Code which section 1245

overrides include, but are not limited to,
sections 267(d), 311(a), 336, 337, 501(a),
512(b) (5), and 1039. * * *

* * K - -

3. Section 1.1250-3 is amended by add~
ing the following new paragraph (h) at
the end thereof:

§ 1.1250-3 Exeeptions and limitations.

- L - - *

(h) Limitation for disposition of qual-
ified low-income housing—(1) Limita-
tion on gain. (1) Under section 2250(d)
(8) (A), if section 1250 property is dis-
posed of and gain (determined without
regard to section 1250) is not recognized
in whole or in part under section 1039
(relating to certain sales of low-income
housing projects), then the emount of
gain recognized by the transferor under
section 1250 (a) shall not exceed the
greater of—

(@) The amount of gain recognized
under section 1039 (determined without
regard to section 1250), or

(b) The excess, if any, of the amount
of gain which would, but for section
1250(d) (8) (A), be taken into account
under section 1250(a), over the cost of
the section 1250 property acquired in the
transaction.

For purposes of this paragraph the
term “qualified housing project”, “ap-
proved disposition”, “reinvestment pe-
riod”, and “net amount realized” shall
hayve the same meaning as in section 1039
and § 1.1039-1.

(ii) The principles of this subpara-
graph may be illustrated by the follow=-
ing examples:
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Ezample (1). (1) Taxpayer A owns a quali-
fled housing project and makes an approved
disposition of the project on January 1, 1971,
The net amount realized upon the disposi-
tion is 550,000, of which $475,000 is attrib-
utable to section 1250 property. The ad-
Justed basis of the section 1250 property is
$250,000 and the gain realized on the disposi-
tion of section 1250 property is $225,000. The
additional depreciation for the property is
$100,000, the applicable percentage is 48 per-
cent, and if section 1250(d)(8) (A) did not
apply to the disposition, $48,000 of gain
would be recognized under section 1250(a).
Within the reinvestment period, A purchases
a replacement qualified housing project at a
cost of $525,000, of which $425,000 is attrib-
utable to section 12560 property. A prop-
erly elects under section 1039(a) and the
regulations thereunder to limit the recogni-
tion of gain (determined without regard to
section 1250) to $25,000, that is, the excess
of the net amount realized ($550,000) over
the cost of the replacement housing project
($525,000) .

(i1) The amount of galn recognized under
section 1250(a) is limited to $25,000, that is,
the greater of (a) the amount of gain recog-
nized without regard to section 1250(a)
(825,000), or (b) the excess of (I) the
amount of gain which would be taken into
account under section 1250(a) if section
1250(d) (8)(A) did not apply ($225,000),
over (2) the cost of the replacement section
1250 property ($425,000), or zero.

Ezample (2).The facts are the same as in
example (1) except that only $180,00" of the
cost of the replacement housing project is
attributable to section 1250 property. Thus,
the galn recognized under section 1250(a) is
limited to $45,000, the greater of (a) the ex-
cess of (1) the amount of gain which would
be taken into account under section 1250(a)
if section 1250(d)(8)(A) did not apply
($225,000), over (2) the cost of the replace-
ment section 1260 property ($180,000), or
(b) the amount of gain recognized without
regard to section 1250 ($25,000).

(2) Replacement project consisting of
more than one element. (i) If [(h) (1)
(1) 1(a) section 1250 property is disposed
of, [(h)(1) (@) 1(b) any portion of the
gain which would have been recognized
under section 1250(a) is not recognized
by reason of section 1250(d) (8) (A), and
(c) the cost of the replacement section
1250 property constructed, reconstructed,
or acquired during the reinvestment pe-
riod exceeds the net amount realized at-
tributable to the section 1250 property
disposed of, then the section 1250 prop-
perty shall consist of two elements. For
purposes of this paragraph, the “rein-
vestment element’ is that portion of the
section 1250 -property constructed, re-
constructed, or acquired during the rein-
vestment period the cost of which does
not exceed the net amount realized at-
tributable to the section 1250 property
disposed of, reduced by any gain recog-
nized with respect to sucn property. The
“additional cost element” is that portion
of the section 1250 property constructed,
reconstructed, or acquired during the re-
investment period whose cost exceeds the
net amount realized attributable to the
section 1250 property disposed of.

(ii) The principles of this subpara-
graph may be illustrated by the follow-
ing example:

Ezample. (1) (i) Taxpayer B disposes of a
qualified housing project consisting of sec-
tion 1250 property with an adjusted basis of
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$500,000 and land with a basis of 8100,000.
The amount realized on the disposition ia
$750,000 of which $650,000 is attributable to
the section 1250 property. B constructs a re-
placement housing project at a cost of
$1,000,000 of which $850,000 is attributable to
section 1250 property. B elects in accordance
with the provisions of section 1039(a) and
the regulations thereunder not to recognize
the $150,000 gain realized.

(i1) Under section 1250(d) (8) (A) no gain
is recognized under section 1250(a). The re-
placement section 1250 property consists of
the two elements. The reinvestment element
has a cost of $650,000, {.e., that portion of the
replacement section 1250 property the cost
of which does not exceed the amount realized
attributable to the section 1250 property dis-
posed of (8$650,000), reduced by any gain
recognized with respect to such property
(zero). The additional cost element has a
cost of $200,000, that is, the excess of the
cost of the replacement section 1250 property
($850,000) over the amount realized attrib-
utable to the section 1250 property disposed
of ($650,000).

(3) Basis of property acquired. (i) If
section 1250 property is disposed of and
gain (determined without regard to
section 1250) is not recognized in whole
or in part under section 1039 (relating to
certain sales of low-income housing
projects), then the basis of the section
1250 property and other property ac-
quired in the transaction shall be deter-
mined in accordance with the rules of
this subparagraph. Generally, the basis
of the property acquired in a transaction
to which section 1039(a) applies is its
cost reduced by the amount of any gain
not recognized attributable to the prop-
erty disposed of (see section 1039(d)), In
a case where the replacement section
1250 property constructed, reconstructed,
or acquired within the reinvestment pe-
riod is treated as consisting of more than
one element under section 1250(d) (8)
(E), the aggregate basis of the property
determined under section 1039(d) shall
be allocated as follows: first, to the rein-
vestment element of the section 1250
property, in an amount equal to the
amount determined under section 1250
(d) (8) (E) (1) reduced by the amount of
any gain not recognized attributable to
the section 1250 property disposed of;
second, to the other replacement prop-
erty (other than section 1250 property)
in an amount equal to the amount of its
cost reduced (but not below zero) by any
remaining amount of gain not recog-
nized; and finally, to the additional cost
element of the section 1250 property, in
an amount equal to the amount deter-
mined under section 1250(d) (8) (E) (ii)
reduced by any amount of gain not recog-
nized which has not been taken into
account in determining the basis of the
reinvestment element and the other re-
placement property that is not section
1250 property. See paragraph (h)(2) of
this section for definition of the terms
“reinvestment element” and “additional
cost element”.

(ii) The principles of this subpara-
graph may be illustrated by the follow-
ing examples:

Ezample (1). The facts are the same as in

example (1) of subparagraph (1) (ii) of this
paragraph., The basis of the replacement
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section 1250 property 1s $225,000, the amount
of the reinvestment element (8425,000)
minus the gain not recognized attributable
to the section 1250 property disposed of
($200,000) .

Ezxample (2). Taxpayer C disposes of a
qualified housing project on January 1, 1871,
The adjusted bas’s for the project is $3,800,-
000, of which $3,000,000 is attributable to
section 1250 property and $800,000 is at-
tributable to land. The amount realized on
the disposition is $5,000,000, of which $4,000,~
000 is attributable to the section 1250 prop-
erty and $1,000,000 is attributable to the
land. The gain realized upon the disposition
is $1,200,000, that is, amount realized ($5.-
000,000) minus adjusted basis ($3,800,000),
of which $1,000,000 is attributable to the
section 1250 property disposed of. Within
the reinvestment period, C purchases another
qualified housing project at a cost of $5,500,-
000, of which 84,000,000 is attributable to
section 1250 property and $1,500,000 is at-
tributable to other property. C makes an
election under section 1039(a) and the regu-~
lations thereunder and none of the $1,200,~
000 gain realized on the disposition is rec-
ognized (determined without regard to
section 1250). Under section 1250(d) (8) (A),
none of the gain realized is recognized under
section 1250(a). The basis of the replacement
section 1250 property is $3,000,000, that is,
the amount of the reinvestment element
($4,000,000) less the amount of gain not
recognized attributable to section 1250 prop-
erty disposed of ($1,000,000). The basis of
the other property acquired is $1,300,000,
that is, its cost ($1,500,000) reduced by the
remaining gain not recognized ($200,000).

Ezample (3). The facts are the same as in
example (2) except that the cost of the re-
placement section 1250 property is $4,500,000
and the cost of the other property is $1,000,-
000. Thus, the replacement section 1250
property consists of two elements under
section 1250(d) (8) (E). The reinvestment
element (section 1250(d)(8)(E)(1)) has a
basis of $3,000,000, that is, $4,000,000 (that
portion of the section 1250 property acquired
the cost of which does not exceed the net
amount realized attributable to the section
1250 property disposed of. This amount
(8500,000) is not reduced by any amount of
galn not recognized because all of the gain
not recognized has already been taken into
account in determining the basis of the re-
investment element and the other replace-
ment property that is not section 1250
property.

(4) Additional depreciation for prop-
erty acquired. (i) If a qualified housing
project is disposed of in a transaction
to which section 1039(a) applies, the
additional depreciation for the replace-
ment property immediately after the
transaction shall be an amount equal to
(a) the amount of additional deprecia~
tion for the property disposed of, minus
(b) the amount of additional deprecia-
tion necessary to produce the amount
of gain recognized under section 1250(a).
Thus, if no gain is recognized upon a
disposition of a qualified housing proj-
ect, the additional depreciation for the
property acquired will be the same as
for the property disposed of. On the
other hand, if upon disposition of a proj-
ect, gain of $40,000 was recognized under
section 1250(a), and if the additional
depreciation for the project and the ap-
plicable percentage were $100,000 and
80 percent, respectively, the additional
depreciation for the replacement hous-

RULES AND REGULATIONS

ing project would be $50,000, that is,
$100,000 minus $50,000, the amount of
additional depreciation necessary fto pro-
duce $40,000 of recognized gain where
the applicable percentage is 80 percent.

(ii) If the property acqguired in the
transaction consists of more than one
element of section 1250 property by rea-
son of section 1250(d) (8) (E), the addi-
tional depreciation under subdivision (i)
of this subparagraph shall be allocated
solely to the reinvestment element.

(5) Additional limitation. If, in a
transaction to which section 1039(a) ap-
plies, gain is recognized by the taxpayer,
the amount of gain recognized which is
attributable to section 1250 property dis-
posed of is, under section 1250(d) (8) (F)
(i), limited to an amount equal to the
net amount realized attributable to the
section 1250 property disposed of reduced
by the greater of (i) the adjusted basis
of the section 1250 property disposed of,
or (ii) the cost of the section 1250 prop-
erty acquired. The limitation of section
1250(d) (8) (F) (i) may be illustrated by
the following example:

Ezample. Taxpayer D owns property con-
stituting a qualified housing project under
sectfon 1039(b)(1). In an approved disposi-
tion, the project Is sold for $225,000. The net
amount realized on the disposition Is $225,000
of which $175,000 is attributable to the sec~
tion 1250 property disposed of. The adjusted
basis of such property is $150,000 and thus
the gain realized upon the disposition of the
section 1250 property is $25,000. Assume that
the total gain realized upon disposition of
the project is $45,000. Within the reinvest-
ment period, D purchases another qualified
housing project at a cost of $200,000, of
which $160,000 is attributable to section 1250
property. D elects, In accordance with section
1039(a) and the regulations thereunder, to
limit the recognition of gain to $25,000, that
is, the net amount reallzed ($225,000), minus
the cost of the replacement housing project
(£200,000) . Under this subparagraph, $15,000
of the $25,000 gain recognized is attributable
to the section 1250 property disposed of, that
is, the net amount realized attributable to
the section 1250 property disposed of ($175,~
000), reduced by $160.000, the greater of the
adjusted basis of the section 1250 property
disposed of (8150,000) or the cost of the
section 1250 property acquired ($160,000).

(6) Allocation rule. (i) I, in a trans-
action to which paragraph (h) (1) of this
section applies, the section 1250 prop-
erty disposed of is treated as consisting
of more than one element by reason of
the application of section 1250(d) (8) (E)
with respect to a prior transaction, then
the amount of gain recognized, the net
amount realized, and the additional de-
preciation with respect to each such ele-
ment shall be allocated to the elements
of the replacement section 1250 property
in accordance with the provisions of this
subparagraph. ;

(ii) The portion of the net amount
realized upon such a disposition which
shall be allocated to each element of the
section 1250 property disposed of is that
amount which bears the same ratio to
the net amount realized attributable to
all the section 1250 property disposed of
in the transaction as the additional de-
preciation for that element bears to the

total additional depreciation for all ele-
ments disposed of. If any gain is rec-
ognized upon disposition of the section
1250 property, such gain shall be allo-
cated to each element in the same pro-
portion as the gain realized for that ele-
ment bears to the gain realized for all
elements disposed of. The additional de-
preciation for each reinvestment ele-
ment of the replacement section 1250
property shall be the same as for the
corresponding element of the property
disposed of, decreased by the amount of
additional depreciation neecessary to
produce the amount of gain recognized
for such element. The additional de-
preciation for any additional cost ele-
ment shall be zero,

(iif) The principles of this subpara-
graph may be illustrated by the follow-
ing example:

Ezample. Taxpayer E disposes of a quali-
fied housing project in an approved disposi-
tion. The net amount realized is 81,090,000
of which $300,000 is attributable to section
1260 property. The section 1250 property
consists of (1) a reinvestment element with
an adjusted basis of $300,000, additional de-
preciation of $100,000, and an applicable
percentage of 50 percent, and (2) an addi-
tlonal cost element with an adjusted basis
of $200,000, additional depreciation of $50,-
000, and an applicable percentage of 80 per-
cent, Gain of 400,000 is realized on tke dis-
position of the section 1250 property, that
is, amount realized ($800,000) minus ad-
justed basis (8$500,000). Within the reinvest-
ment perfod, E purchases another qualified
housing profect at a cost of $1,000,000 of
which $840,000 is attributable to section 1250
property. E elects, in accordance with sec-
tion 1039 and the regulations thereunder, to
limit recognition of gain (determined with-
out regard to section 1250) to $90,000, that
is, the excess of the net amount realized
($1,090,000) over the cost of the replace-
ment project ($1,000,000). Under section 1250
(d) (8) (A), the amount of galn recognized
under section 1250(a) is limited to $80,000
(see subparagraph (1) of this paragraph).
Under section 1250(d) (8) (F)(il) and this
subparagraph, $600,000 of the $900,000 net
amount realized attributable to the section
1250 property Is allocated to the reinvestment
element, that is, additional depreciation for
the element ($100,000) over total addi-
tional depreciation (8$150,000) times the net
amount realized (£900,000). The remaining
$300,000 is allocated to the additional cost
element. Thus, the gain reallzed attributable
to the reinvestment element is £300,000, that
is, net amount realized (8$600,000) minus ad-
Justed basis ($300,000). The gain realized
attributable to the additional cost element
is $100,000, that is, net amount realized
($300,000) minus adjusted basis ($200,000).
Under subparagraph (5) of this paragraph,
the gain recognized attributable to the sec-
tion 1250 proverty Is limited to $60,000, thst
is, the net amount realized attributable to
the section 1250 property disposed of ($900,-
000) minus the greater of the adjasted basis
of such preperty ($500,000) or the cost of
the section 1250 prozerty acquired in the
transaction ($840,000). Under section 1250
(d) (8) (P) (11) and this subparagraph,
$45,000 of the $60,000 gain recognized is at-
tributable to the reinvestment element, that
is, $60,000 multiplied by a fraction whose
numerator is the gain realized attributable
to the reinvestment element ($300,000) and
whose denominator 1s the total gain realized
attributable to all the section 1250 property
($400,000). The remaining $15,000 of the
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gain recognized is attributable to the addi-
tional cost element. The new property ac-
quired has no additional cost element. The
reinvestment element of the new property
acquired consists of 2 subelements corre-
sponding to the reinvestment element and
additional cost element of the property dis-
posed of. The subelement corresponding to
the relnvestment element has additional de-
rreciation of $10,000, that is, its additional
depreciation immediately before the disposi-
tion (£100,000), minus $90,000, the amount
of additional depreciation necessary to pro-
duce $45,000 of section 1250(a) gain where
the applicable percentage is 50 percent. The
subelement corresponding to the additional
cost element has additional depreciation of
#31,250, that is, its additional depreciation
immediately before the disposition ($50,-
000), minus $18750, the amount of addi-
tional depreciation necessary to produce
$15,000 of section 1250(a) gain where the ap-
plicable percentage Is 80 nercent.

4. Section 1.1250-4 is amended by add-
ing a new paragraph (f) to read as
follows:

§ 1.1250-4 Holding period.

- - . - -

(f) Qualified low-income housing proj-
ect acquired in certain transactions, The
holding period of a “reinvestment ele-
ment” (and of subelements thereof) of
section 1250 property (as defined in para-
graph (h) (2) of § 1.1250-3) acquired in
3 transaction to which sections 1039(a)
and 1250(d) (8) (A) apply includes the
holding period of the corresponding ele-
ment of the section 1250 property dis-
posed of. See section 1250(e)(4). The
holding period of the “additional cost
element” (as defined in paragraph (h)
(2) of § 1.1250-3) begins on the date the
replacement project is acquired. The
holding period of a “reinvestment ele-
ment"” of section 1250 property does not
include the period beginning on the day
after the date of the disposition and end-
ing (1) on the date of the acquisition
of the replacement housing project, or
(2) on the date the replacement hous-
ing project constructed or reconstructed
by the taxpayer is placed in service.

. - - L L

5. Section 1.1250-5 is amended by re-
vising paragraph (¢) (1) and by redes-
ignating paragraph (c)(6) as (¢)(7)
and adding a new paragraph (c)(6).
These revised and added provisions read

as follows:

§ 1.1250-5 Property with two or more
clements,

- - - - -

(¢c) Element—(1) General. For pur-
poses of this section, in the case of sec-
tion 1250 property there shall be treated
as separate elements the separate im-
provements, units, remaining property,
special elements, and low-income hous-
ing elements which are respectively re-
ferred fo in paragraphs (¢) (2), (3),
(4), (5), and (8) of this section.

RULES AND REGULATIONS

(6) Low-income housing elements. If,
in an approved disposition of a qualified
housing project, a replacement qualified
housing project is treated as consisting
of more than one element of section 1250
property by reason of section 1250(d)
(8) (E) (see paragraph (h)(2) of
§ 1.1250-3), the elements determined un-
der such section shall be treated as ele-
ments for purposes of this section. For
definition of the terms *“qualified hous-
ing project” and “approved disposition”,
see section 1039(b) and the regulations
thereunder.

» k) . - *

[FR Doc,76-3348 Filed 2-3-76:8:45 am]

Title 27—Alcohol, Tobacco Products and
Firearms

CHAPTER |—BUREAU OF ALCOHOL, TO-
BACCO AND FIREARMS, DEPARTMENT
OF THE TREASURY

[T.D. ATF-24]
PART 194—LIQUOR DEALERS
Adjusted Rate of Interest

Under Public Law 93-625, effective
July 1, 1975, a new rate of interest on
taxpayment deficiencies and excesses of
9% was established. Further, the Public
Law provided for future adjusted rates
of interest to be established by the Sec-
retary of the Treasury or his delegate.

In the November 10, 1975, issue of the
Internal Revenue Bulletin, there was
published Revenue Ruling 75-487, which
established an adjusted rate of interest
of 7% effective February 1, 1976. This
rate will remain in effect until at least
January 31, 1978, As prescribed by law,
the new rate is equal to the adjusted
prime rate charged by banks (rounded
to the nearest full percent) in Septem-
ber, 1975.

The purpose of the amendments made
by this Treasury decision is to imple-
ment the new adjusted interest rate. Ac-
cordingly, 27 CFR 194.110 is revised to
reflect the new 7 percent interest rate.
As revised, § 194.110 reads as follows:

§ 194.110 Interest on unpaid tax.

(a) General. Interest is due on delin-
quent special tax from the date the tax
is required to be paid to the date paid.

(b) Rates of interest. (1) An annual
rate of 6 percent shall apply to interest
accruing before July 1, 1975.

(2) An annual rate of 9 percent shall
apply to interest aceruing within the pe-
riod commencing July 1, 1975, through
January 31, 1976.

(3) An annual rate of 7 percent shall
apply to interest accruing on or after
February 1, 1976. This rate shall apply to
interest accruing up to the effective date
of any future adjusted rate of interest
established under 26 U.S.C. 6621(a).

(c) Example. A retail liquor dealer
fails to pay its $54.00 special tax for the
period July 1, 1974, through June 30,
1975. If the retailer pays the delinquent
special tax on January 1, 1977, interest
would be computed as follows:
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(1) The 6 percent rate would be as-
sessed on $54.00 from the date the special
tax was due, July 1, 1974, to the effective
date of the 9 percent rate, July 1, 1975.

(3) The 7 percent rate would be as-
sesed on $54.00 from July 1, 1975, to the
effective date of the T percent rate, Feb-
ruary 1, 1976.

(2) The 9 percent rate would be as-
sessed on $54.00 from February 1, 1976
to the date the tax was paid, January 1,
1977.

In this example, the retail liquor dealer
would pay a total of $9.54 in interest: 6
percent of $54.00 for one year ($3.24)
plus 9 percent of $54.00 for seven months
($2.84) plus 7 percent of $54.00 for eleven
months ($3.46) .

(Sec. 7, Pub. L. 03-625, 88 Stat. 2114 (26
U.8.C. 6621); 68A Stat. 817 (26 U.S.C. 6601))

Because this Treasury decision merely
implements the interest rate adjustment
prescribed in accordance with statutory
provisions, it is found that it is unneces-
sary to issue this Treasury decision with
notice and public procedure thereon
under 5 U.S.C. 553(b) or subject to the
effective date limitations of 5 U.S.C.
553(d).

Accordingly, this Treasury decision
skall become effective on February 1,
1976, which is the date on which the ad-
justed interest rate is to take effect.

This Treasury decision is issued under
the authority contained in 26 U.S.C. 7805
(68A Stat. 917).

Signed: January 20, 1976.

REX D. Davis,
Director.

Approved: January 30, 1976.

Davip R. MACDONALD,
Assistant Secretary of the Treasury.

[FR Doc.76-3410 Filed 2-3-76;8:45 am|

Title 5—Administrative Personnel
CHAPTER I—CIVIL SERVICE COMMISSION
PART 213—EXCEPTED SERVICE
Department of Justice

Section 213.3310 is amended to show
that one position of Secretary and Con-
fidential Assistant to the U.S. Attorney is
reestablished under Schedule C.

Effective February 4, 1976, § 213.3310
(0) (1) is amended as set forth below:

§ 213.3310 Department of Justice,
# & = L] *

(0) Office of the U.S. Attorney.
(1) Secretary and Confidential Assist-
ant to the U,S. Attorney (24 positions).

(b U.S.C. 8301, 3302; EO 10577, 3 CFR 19854-
1958 Comp., p. 218)

UNITED STATES CIviL SERV-
ICE COMMISSION,
JAMES C. SPry,
Executive Assistant
to the Commissioners.

[FR Doc.76-8299 Filed 2-3-76;8:45 am]

[SEAL]
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Title 7—Agriculture

CHAPTER IV—FEDERAL CROP INSUR-
ANCE CORPORATION, DEPARTMENT OF
AGRICULTURE

PART 401—FEDERAL CROP INSURANCE

Subpart—Regulations for the 1969 and
Succeeding Crop Years

APPENDIX—DISCONTINUANCE OF INSURANCE
IN COUNTIES PREVIOUSLY DESIGNATED FOR
COTTON CROP INSURANCE

The counties listed below are hereby
deleted from the list of counties pub-
lished in the FEpERAL REGISTER on Sep-
tember 29, 1975 (40 FR 44539-44540),
which were designated for cotton crop
insurance for the 1976 crop year pursu-
ant to the authority contained in 7 CFR
§401.101 of the above identified regula-
tions.

LOUISIANA
East Carroll Red River
NorTH CAROLINA
Cleveland Lincoln
TEXAS
Culberson

(Secs. 506, 516, 52 Stat. 73, as amended, 77,
as amended; 7 U.8.C., 1606, 1518)

[sEAL] M. R. PETERSON,
Manager, Federal
Crop Insurance Corporation.

[FR Doc.76-3279 Filed 2-3-76;8:45 am]

PART 401—FEDERAL CROP INSURANCE
Subpart—Regulations for the 1969 and
Succeeding Crop Years

APPENDIX—DISCONTINUANCE OF INSURANCE
IN COUNTIES PREVIOUSLY DESIGNATED FOR
SOYBEAN CROP INSURANCE
The counties listed below are hereby

deleted from the list of countiles pub-

lished in the FEepERAL REGISTER on No-
vember 11, 1975 (40 F.R. 52589), which
were designated for soybean crop insur-
ance for the 1976 crop year pursuant to
the authority contained In 7 CFR.
$ 401.101 of the above identified regula-

tions.
LoUisIANA

East Carroll Red River

(Secs. 506, 516, 52 Stat. 738, as amended, 77,
as amended; 7 U.8.C. 1506, 1516)

[sEAL] M. R. PETERSON,
Manager, Federal
Crop Insurance Corporation.

| FR Doc.76-3280 Filed 2-3-76;8:45 am]

[Amdt. No. 72]
PART 401—FEDERAL CROP INSURANCE
Subpart—Regulations for the 1969 and
Succeeding Crop Years; Sunflowers

Pursuant to the Authority contained
in the Federal Crop Insurance Act, as
amended, the above-identified regula-
tions are amended effective beginning
with the 1976 crop year in the following
respects:

RULES AND REGULATIONS

§401.103 [Amended]

1. The list of closing dates contained
in §401.103(a) is amended by adding at

the end thereof the following:
L - - - -
SUNFLOWERS

Minnesota and North Dakota. .. .- April 80
2. The following section is added:
§ 401.152 The Sunflower Endorsement.

The provisions of this endorsement,
which shall be applicable for the 1976
and Succeeding Crop Years, are as
follows:

1. Insured Crop. The Insured crop shall be
sunflower seed (hereinafter referred to as
“sunflowers”) planted for harvest as sun-
flowers, as determined by the Corporation,
except any varieties of such seed shown 8s
uninsurable on the county actuarial table
(hereinafter called “actuarial table”). In-
surance shall not attach on (1) acreage
planted in rows not far enough apart to
permit cultivation with a row cultivator, as
determined by the Corporation, or (2) acre-
age to which sunflowers, potatoes, or dary
beans have been planted in either of the
preceding two crop years or upon which soy-
beans, rape, mustard, or red clover have been
grown the preceding crop year.

Insurence shall not attach to any unit if
the acreage of insurable sunflowers thereon
is less than 20 acres.

2. Production guarantee. The production
guarantee per acre shown on the actuarial
table shall be increased by 100 pounds'for
any harvested acreage from which the
amount harvested is 100 pounds or more per
acre.

3. Insurance period. Insurance on any in-
sured acreage shall attach at the time the
sunflowers are planted and shall cease upon
final adjustment of a loss or harvest, which-
ever occurs first; but in no event shall in-
surance remain in effect later than
November 30 of the calendar year in which
the sunflowers are normally harvested.

4. Claims for loss. (a) Any claim for loss
on an insurance unit (hereinafter called
“unit") shall be submitted to the Corpora-
tion, on a form prescribed by the Corpora-
tion, not later than 60 days after the time
of 1o0ss. The Corporation reserves the right
to provide additional time if it defermines
that circumstances beyond the control of
either party prevent compliance with this
provision.

(b) It shall be a condition precedent to
the payment of any loss that the insured
establish the production of the insured erop
on the unit and that such loss has been di-
rectly caused by one or more of the hazards
insured against during the insurance period
for the crop year for which the loss Is
clalmed, and furnish any other Information
regarding the manner and extent of loss as
may be required by the Corporation.

(¢) Losses shall be determined separately
for each unit. The amount of loss with re-
spect to any unit shall be determined by (1)
multiplying the Insured acreage of sun-
flowers on the unit by the applicable pro-
duction guarantee per acre, which product
shall be the production guarantee for the
unit, (2) subtracting therefrom the total
production to be counted for the unit, (3)
multiplying the remainder by the applicable
price for computing indemnities, and (4)
multiplying the result obtained in (3) by
the insured interest: Provided, That if for
the unit the insured falls to report all of
his Insurable acreage or Interest, the amount
of loss shall be determined with respect to
all of his Insurable acreage and interest; but
in such cases or otherwise, if the premium

» computed on the basis of the insurable acre-
age and interest exceeds the premium on the
reported acreage and interest, or the acre-
age and Interest when determined by the
Corporation under section 3 of the policy,
the amount of loss shall be reduced propor-
tionately. :

(d) The total production to be counted
for a unit shall be determined by the cor-
poration and, subject to the provisions
hereinafter, shall include all harvested pro-
duction and any appraisals made by the
Corporation for unharvested or potential
production, poor farming practices, unin-
sured causes of loss, or for acreage aban-
doned or put to another use without the
written consent of the Corporation: Pro-
vided, That the total production to be
counted on any acreage of sunflowers which
is unharvested or from which the produc-
tion harvested ls less than 100 pounds per
acre shall be the appraised production and
the harvested production In excess of 100
pounds per acre, except that, as to acreage
which is abandoned or put to another use
without prior written consent of the Cor-
poration, or which is damaged solely by an
uninsured cause, the production to be
counted shall be not less than the produc-
tion guarantee provided for such acreage.
The total production to be counted shall in-
clude any harvested production from acre-
age initially planted for purposes other than
for harvest as sunflowers, as determined by
the Corporation. The Corporation reserves
the right to determine the amount of pro-
duction of unharvested sunflowers standing
in the field on the basis of a fleld appraisal
immediately after the end of the insurance
period.

(e) Notwithstanding any other provision
of this section for determining production to
be counted, the production to be counted of
any harvested sunflowers which do not
grade'No. 2 or better, as defined by the
North Dakota Grain Inspection Service In-
corporated, on the basis of test weight or
seed damage, due to Insurable causes oc-
curring within the insurance period shall be
adjusted by (1) dividing the value per
pound of the damaged sunfiowers as deter-
mined by the Corporation, by the market
price per pound at the local market for sun-
flowers grading No. 2 at the time the loss is
adjusted, or If the damaged sunflowers have
been sold, by dividing the price per pound
recelved by the Insured, by the applicable
No. 2 price on the date of sale at the local
market, or, if the damaged sunflowers were
grown and have been or will be dellvered
under contract, by dividing the price per
pound provided under the contract for such
damaged sunflowers by the No. 2 contract
price, and (2) multiplying the result thus
obtained by the number of pounds of such
damaged sunflowers. If the sunflowers grade
No. 2 or better on the basis of test weight
and damaged seed and it i{s determined that
the production contains a moisture content
of 13 percent or more such production shall
be reduced 1 percent for each whole percent
of moisture above 12 percent.

5. Cancellation and termination for in-
debtedness dates. For each year of the con-
tract the cancellation date shall be the De-
cember 31 and the termination date for in-
debtedness shall be the April 30 immediately
preceding the beginning of the crop year for
which the cancellation or the termination is
to become effective.

6. Meaning of terms. For purposes of in-
surance on sunflowers the term:

(a) “Harvest” means the mechanical
severance from the land of mature sunflowers
for combining or threshing.

(Secs. 506, 516, 52 Stat. 73, as amended, 77,
as amended; 7 U.S.C. 1606, 1516)
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The rules herein ‘do not fall within the
criteria set forth in the Department of
Agriculture’s interim guidelines relating
to the Inflationary Impact Statement re-
quired by the Office of Management and
Budget Circular A-107.

Coverage under the proposed endorse-
ment will be in the terms of pounds per
acre of sunflower seeds planted for sun-
flowers with a production guarantee of
100 pounds increase per acre for any har-
vested acreage from which the amount
harvested is 100 pounds or more per acre.
The adjustment formula is based on
Grade No. 2 Sunflower seed, as deter-
mined by the North Dakota Grain In-
spection Service Incorporated, a private
organization licensed by the State of
North Dakota on behalf of producer as-
sociations in both Minnesota and North
Dakota to set the standards for the in-
dustry. Such determination is to be used
in the absence of similar grading stand-
ards for sunflowers by the U.S. Depart-
ment of Agriculture. It is contemplated
that sunflower crop insurance under this
endorsement will be offered beginning
with the 1976 crop year in a few selected
counties and applications will be taken
in the near future. Upon approval of the
proposed amendment there is additional
and lengthy administrative detail work
to be accomplished prior to the accept-
ance of applications, all of which must be
completed by April 15, 1976, the date
upon which changes must be on file in
the office for the county.

Under the circumstances, the Board of
Directors found that it would be imprac-
ticable and contrary to the public interest
to follow the procedure for notice and
public participation prescribed by 5
U.8.C. 553 (b) and (c¢), as directed by the
Secretary of Agriculture in a Statement
of Policy executed July 20, 1971 (36 FR
13804), prior to its adoption. According-
ly, sald amendment was adopted by the
Board of Directors on January 21, 1976.

[sEaL] PETER F. COLE,
Secretary,

Federal Crop Insurance Corporation.

Approved on January 29, 1976.

EarL L. Burz,
Secretary.

[FR Doc.76-3341 Filed 2-3-76;8:45 am]

[Amadt. No. 73]

PART 401—FEDERAL CROP INSURANCE

Subpart—Regulations for the 1969 and
ing Crop Years

Policy

Pursuant to the authority contained
In the Federal Crop Insurance Act, as
amended, the above-identified regula-
tions are amended effective beginning
with the 1977 crop year in the following
respects:

1. Section 6 of the policy as shown in
£401.111 is amended to read as follows:

§401.111 The Policy.

* L] * - L]
6, Annual Premium. (a) The annual
Premium for an insured crop shall be earned
and payable when the crop is planted.
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(b) Except as otherwise provided in this
subsection, the total annual premium for
an insured crop on all insurance units shall
be reduced as follows for consecutive years
of insurance, without a loss for which an in-
demnity was pald on any insurance unit
(hereinafter called “unit”), immediately pre-
ceding the crop year for which the reduction
is applicable (eliminating any year in which
& premium was not earned):

B Consecutive
years
with

Percent premium reduction: no loss

b after 1

Do 2
10 after 3

P e B Ll s et B 4
15 after. o v 5
20 after -] L3
26 after..__ = 17

17 yr. or more,

If an insured has a loss on a crop for which
an indemnity is paid, the number of con-
secutive years of insurance on such crop
without a loss for which an indemnity was
pald shall be reduced by 3 years, except that,
where the Insured has 7 or more such years,
& reduction to 4 shall be made and where
the insured has 3 or less such years, a re-
duction to zero shall be made.

Except on crops In counties where the
county actuarial table provides for adjust-
ments In coverage based on contract experi-
ence of each insured crop, if at any time the
cumulative indemnities paid on & crop ex-
ceed the cumulative premiums earned from
the start of the insuring experience through
the previous crop year, the §, 10, and 15
percent premium discounts In this section
shall not thereafter be applicable until such
cumulative premiums equal or exceed the
cumulative indemnities. (Premiums and In-
demnities used for this determination shall
be In bushels for wheat and in dollars for
all other crops.)

If there is no break in continuity of par-
ticipation, any premlum reduction earned
hereunder shall be transferred to (1) the
contract of the Insured's estate or surviving
spouse in case of death of the insured, (2)
the contract of the person who succeeds the
insured as the Insured's transferee in operat-
ing only the same farm or farms, if the
Corporation finds that such transferee has
previously actively participated in the farm-
ing operation involved, or (3) the contract of
the same insured who stops farming In one
county and starts farming In another county,
or who changes to a separate crop contract
from a combined crop contract.

(c) Any unpaid amount due the Corpora~-
tion by the Insured may be deducted from
any indemnity payable to the insured by the
Corporation, or from any loan or payment to
the insured under any act of Congress or pro-
gram administered by the U.S. Department of
Agriculture, when not prohibited by law.

2. Section 19(e) of the policy as shown
in §401.111 is amended $0 read as
follows:

(e) “Insurance unit” means all the insur-
able acreage of the insured crop in the county
at the time of planting (1) in which the
insured has a 100 percent Interest, (2) which
is owned by one person and operated by the
insured as a tenant, or (3) which is owned
by the insured and rented to one tenant.
Land rented for cash or for a fixed com-
modity payment or for any constderation
other than a share in the crop on such land
only shall be considered as owned by the
lessee.

The Corporation and insured may agree in
writing before the date established by the
Corporatlo/n in section 3 hereof, in any crop
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year, to divide the insured’s insurable acreage
of the insured crop in the county into two
or more units.

The Corporation shall determine units as
herein defined when adjusting a loss, not-
withstanding what is shown on the acreage
report, and reserves the right to consider any
acreage and interest reported by or for the
insured's spouse, child, or any member of
his household, to be the bona fide interest
of the insured or any other person having
the bona fide interest.

3. Section 19(1) of the policy as shown
in §401.111 is amended to read as
follows:

(1) “Time of loss” means the earller of (1)
the date harvest Is completed on the unit (2)
the calendar date for the end of the Insur-
ance period or (3) the date the entire crop
on the unit is destroyed, as determined by
the Corporation.

(Secs. 508, 518, 52 Stat. 73, as amended, 77, a8
amended; 7 U.S.C. 1506, 1516)

The foregoing amendment incorpo-
rates three changes in the policy for crop
insurance and is applicable for all crops
effective beginning with the 1977 crop
yvear. Under the terms of the current
Standard Policy, premium discounts of
5, 10, and 15 percent are allowable even
though cumulative indemnities may ex-
ceed cumulative premiums earned. It is
felt that the practice of allowing such
premium discounts under these condi-
tions is not justifiable. The proposed
amendment would make these premium
discounts non-applicable in such cases
where the cumulative indemnities ex-
ceed the cumulative premiums earned
from the start of the insuring experience
through the previous crop vear, vet would
permit such premium discount benefits
for those insureds who continue to have
good insuring experience. The other
changes proposed by the foregoing
amendment merely clarify the language
for determining a time in which the in-
sured and the Corporation can agree to
divide the insurable acreage into two or
more units, and further, clarifies the
meaning of the term “Time of Loss.”

The rules herein do not fall within the
criteria set forth in the Department of
Agriculture’s interim guidelines relating
to the Inflationary Impact Statement re-~
quired by the Office of Management and
Budget.

It is desirable that this amendment be-
come effective with the 1977 crop year.
Notice of changes must be given to pres-
ent insureds as early as March 1, 19786,
and some applications have already been
accepted for the 1977 crop year winter
wheat crops. It would therefore be im-
possible to follow both the procedure for
notice and public participation pre-
scribed by 5 U.S.C. 553 (b) and (¢) prior
to the adoption of this amendment and to
comply with the contractual provisions
with respect to filing such changes in
time to be effective on the earliest date
of March 1, 1976. Under the circum-
stances, the Board of Directors found
that it would be impracticable and con-
trary to the public interest to follow the
procedure for notice and public partici-
pation prescribed by 5 U.S.C. 553 (b) and
(c), as directed by the Secretary of Agri-
culture in a Statement of Policy, executed
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July 20, 1971 (36 FR 13804), prior to its
adoption.

Accordingly, said amendment was
adopted by the Board of Directors on
January 21, 1976.

[SEAL] PETER F. COLE,

Secretary,
Federal Crop Insurance Corporation.
Approved on January 29, 1976.
EARL L. BuTz,
Secretary.
[FR Doc.76-3342 Filed 2-3-76;8:45 am |

PART 410—FLORIDA CITRUS CROP
INSURANCE

Subpart—Regulations for the 1976 and
Succeeding Crop Years

Pursuant to the authority contained
in the Federal Crop Insurance Act, as
amended, the Florida Citrus Crop In-
surance Regulations for the 1970 and
Succeeding Crop Years which shall re-
main in full force and effect for the 1975
erop year, are hereby superseded for the
1976 and Succeeding Crep Years by the
regulations set forth below. The provi-
stons of this subpart shall apply until
amended or superseded to all continuous
Florida citrus crop insurance contracts
as they relate to the 1976 and Succeed-
ing Crop Years.

Subpart—Regulations for the 1976 and

S Succeeding Crop Years

410.1 Availability of Florida citrus crop
insurance.

Premium rates and amounts of insur-
ance.

Application for insurance.

Public notice of indemnities paid.

4105 Credltors.

410.6 The Application and the Pollcy.

AvrHoriTyY: Secs 506, 516, 52 Btat. 73, as
amended; 77, as amended; 7 US.C. 1506, 1516.

§410.1 Availability of Florida Citrus
Crop Insurance.

Citrus crop insurance shall be offered
for the 1976 and Succeeding Crop Years
under the provisions of § 410.1 through
§410.6 in counties in Florida within
limits prescribed by and in accordance
with the provisions of the Federal Crop
Insurance Act, as amended. The counties
ghall be designated by the Manager of
the Corporation from a list of counties
approved by the Board of Directors of
the Corporation for citrus crop insur-
ance. The counties designated by the
Manager shall be published by appendix
to this section.

§410.2 Premium rates and amounts of
insurance.

(a) The Manager shall establish pre-
mium rates and the amounts of insur-
ance per acre which shall be shown on
the county actuarial table on file in the
office for the county. Such premium rates
and amounts of insurance may be
changed from year to year.

(b) The following shall apply to the
transfer of any premium reduction
earned under the provisions of section 7

410.2

4103
4104
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of the Application and Policy set forth in
§ 410.6 if the insured is a partnership,
Corporation, or any other joint enter-
prise and there is no break in continuity
of participation. Upon dissolution of such
enterprise, such premium reduction may
be credited to the contract of any mem-
ber or stockholder thereof if the Cor-
poration determines such person is op-
erating only land formerly operated by
the dissolved enterprise. Upon forma-
tion of a joint enterprise, the smallest
premium reduction (zero if none), which
the Corporation determines would have
been applicable to any insurable acreage
brought into the enterprise if the enter-
prise had not been formed, may be
credited to the joint enterprise contract.

§ 410.3 Application for insurance.

Application for insurance may be sub-
mitted, as provided in § 410.6 at the office
for the county for the Corporation. The
Corporation reserves the right to discon-
#inue the taking of applications in any
county upon its determination that the
insurance risk involved is excessive or
limit the amount of insurance prior to
the closing date for the filing of applica-
tions. Such closing date shall be August 15
of the crop year. The Corporation fur-
ther reserves the right to reject any ap-
plication or to exclude any definitely
identified acreage for any crop year of
the contract if upon inspection it deems
the risk on such acreage is excessive. If
any acreage is to be excluded, the in-
sured shall be notified of such exclusion
before insurance attaches for the crop
year for which the acreage is to be ex-
ciuded. The Manager of the Corporation
is authorized in any crop year to extend
the closing date for acceptance of appli-
cations in any county, by publishing a
notice in the FEDERAL REGWSTER, upon his
determination that no adverse selectiv-
ity will result during the period of such
extension: Provided, however, That if
adverse conditions should develop during
such period the Corporation will discon-
tinue acceptance of applications.

§410.4 Public notice of mdemnities
paid.

The Corporation shall provide for
posting annually in each county at the
county courthouse a listing of the in-
demnities paid in the county.

§ 410.5 Creditors.

An interest of a person other than the
insured in an insured crop existing by
virtue of a lien, mortgage, garnishment,
levy, execution, bankruptey, or any in-

voluntary transfer shall not entitle the
holder of the interest to any benefit un-
der the contract other than as provided
in the Application and Policy set forth
in § 410.6.

§ 410.6 The Application and the Policy.

The provisions of the Application and
Policy for Florida Citrus Crop Insurance
for the 1976 and Succeeding Crop Years
are as follows:

Application and Policy
Form FCI-812-Florida Citrus

UNITED STATES DEPARTMENT OF AGRICULTURE
Federal Crop Insurance Corporation

APPLICATION AND POLICY FOR FLORIDA CITRUS
CROF INSURANCE

(For 19._. __ and Succeeding Crop Years)

(Address of Insured)

(Zip Code)

(County)

(Identification Number)

1. The undersigned applicant (herein also
called the “insured™), subject to the ap-
plicable provisions of the regulations of the
Federal Crop Insurance Corporation (here-
in called the “Corporation'), hereby applies
to the Corporation for insurance on his -
terest as a producer in citrus crops of the
insurable types designated below (herein-
after called the “insured crop"”) located in
the above identified county (hereinafter
called “the county"). The applicant applies
for the amount of insurance for the appli-
cable type shown below which shall be an
amount shown on the county actuarial table
(hereinafter called the “actuarial table')
The amounts of insurance available each
crop year and prescribed premium rates for
each erop year are shown by types on the ac-
tuarial table from year to year. The insured
may with the consent of the Corporation
change the amount of Insurance which was
in effect for a prior crop year and elect a new
amount of insurance per acre by notifying
the office for the county in writing prior to
the date Insurance attaches for the crop year
for which the change is to become effective
The amount of insurance per acre in effect
for & crop year shall be the amount of In-
surance most recently elected by the insured
and shown on & form prescribed for such
purpose but the amount of insurance shall
not exceed the maximum dollar amount per
acre shown on the actuarial table for such
crop year. The insured hereby elects the re-
spective amounts of insurance entered be-
low for the type of citrus on which insur-
ance is applied for:

Type Orop(s Amount per

e P acre (dollars)
1 Early and midseason OTGDERS . . oo o ocveenrrravmmrammmsransnssenne

DU P N e S S S SIS S S e e SR

T Orepalral e L SRS A ST

IV Navel oranges, tangelos, and tangerines '
V‘{ ;' t honey and t } i

1T horeby eloct to exelude from Insurance Robinson tangerines by cheeking this bex. 0
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This application, when executed by a per-~
son as an individual, shall not cover his in-
terest in & crop produced by a partnership
or other entity.

2. Causes of loss imsured against. The in-
surance provided is against unavoldable loss
resulting from freeze, hall, hurricane, or tor-
nado occurring within the insurance period.
No insurance is provided against loss or
damage to blossoms or trees.

3. Insured crop. (a) Unless otherwise pro-
vided on the county actuarial table, appll-
cation for insurance may be made with re-
spect to any one or more types of citrus,
as defined In section 22 hereof, produced by
the insured on trees that have reached at
least the tenth growing season after being
set out. Citrus produced on trees that have
not reached the 10th growing season will be
insured only if so provided on the county
actuarial table, unless the acreage of such
citrus is excluded because of risk as here-
inafter provided, The Insured may, subject
to the approval of the Corporation, elect to
insure or exclude from insurance for any
crop year any definitely described and des-
ignated insurable acreage having a poten-
tial of less than 100 standard field boxes per
acre. Acreage so excluded with approval of
the Corporation shall be disregarded for all
purposes of this contract for the crop year
involved. If the Insured falls to report, elect,
and designate any defined acreage, the Cor-
poration will disregard such acreage if the
minimum potential is not produced thereon.
However, if the production meets the mini-
mum, the Corporation shall determine the
percent of damage on all of the insurable
acreage for the insurance unit (hereinafter
called *“unit") but will not permit the per-
cent of damage for the unit to be Increased
by reason of the use of such undesignated
acreage. The potential to be used to deter-
mine the percent of damage for a unit under
section 14 shall never be less than 100 stand-
ard fleld boxes per acre. Except as otherwise
provided herein, the insured acreage for each
crop year shall be all that acreage in the
county of the type(s) of citrus for which
the insured has applied for insurance, which
is shown on the actuarial table and not ex-
cluded otherwise because of risk, and in
which the insured has an interest on the
date insurance attaches.

(b) Insurance for each crop year of the
contract shall cover only citrus fruit which
can be expected to mature in the normal
maturity period for the varlety for such
crop year,

4. Responsibility of insured to report
acreage and interest. The insured at the time
of filing his application shall also file on a
form prescribed by the Corporation a report
of all the acreage of the Insured crop in the
county In which he has an interest and show
his interest therein. Such report shall include
& designation of all the acreage of citrus
which is uninsurable or any acreage not in-
sured under the provisions of the preceding
section. This report shall be revised for any
crop year before insurance attaches if the
acreage to be insured, or interest therein, has
changed and the latest report filed shall be
considered as the basis for continuation of
Insurance from year to year, subject to re-
vision as provided herein. The acreage and
Interest insured shall be the acreage and
interest reported by the Insured or as deter-
mined by the Corporation, whichever the
Corporation may elect.

5. The contract. Upon acceptance of this
application by the Corporation, the contract
shall be in effect for the crop year specified

RULES AND REGULATIONS

above and shall continue for each succeeding
crop year until canceled or terminated in ac-
cordance with the applicable provisions of the
contract. This application and policy, and
amendments thereto, if any, and the actu-
arial table for each crop year shall constitute
the contract for citrus insurance. Any
changes made In the contract shall not affect
the continuity from year to year.

6. Insurance period. For each crop year in-
surance shall attach on the first May 1 of the
crop year, except that for the first crop year
if the application is submitted to the office
for the county after that date and is ac~
cepted by the Corporation, insurance shall
attach on the tenth day after the submission
of the application, and as to any portion of
the citrus crop shall cease upon harvest but
in no event shall the insurance remain in
effect later than June 30 (January 31 for
tangerines and navel oranges) of the calen-
dar year following the calendar year in which
the insurance period begins,

7. Annual premium. (a) The annual pre-
mium shall be considered as earned on the
date insurance attaches and shall be deter-
mined by multiplying the applicable amount
of insurance for the insured acreage on the
unit by the applicable premium rate and
multiplying the product thereof by the in-
sured’'s interest at the time insurance at-
taches.

(b) The insured’s annual premfum shall be
adjusted as provided on the county actuarial
table, If such provision is made on the actu-
arial table. If no such provision 1s made on
the actuarial table, the total annual premi-
um for the contract shall be reduced as fol-
lows for consecutive years of Iinsurance,
without a loss for which an indemnity was
pald on any unit, immediately preceding the
crop year for which the reduction is appli-
cable (eliminating any year in which & pre~
mium was not earned) :

(Code No.)
0. R

(Witness to Signature)

ded for D by:

o (Corporation Representative)

T ate)
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Consecutive
years
with no loss

Percent premium
reduction:
b after.

Do

10 after.

Do

15 after...
20 after
25 after— .

If an insured has a loss on a crop for which
an indemnity is paid, the number of con-
secutive years of insurance on such crop
without a loss for which an indemnity was
pald shall be reduced by 3 years, except that,
where the insured has 7 or more.such years,
a reduction to 4 shall be made and where the
insured has 3 or less such years, a reduction
to zero shall be made,

(c) If there is no break in continuity of
participation, any premium reduction earned
hereunder shall be transferred to (1) the
contract of the insured’s estate or surviving
spouse in case of the death of the insured,
(2) the contract of the person who succeeds
the insured as the insured’s transferee in on-
erating only the same farm or farms, {f the
Corporation finds that such transferee has
previously actively participated in the farm-
ing operation involved, or (3) the contract of
the same insured who stons farming in one
county and starts farming in another
county.

8. Premium note. In consideration hereof,
the insured promises to pay to the order of
the Federal Crop Insurance Corporation each
year of the contract the annual premium
and further agrees that any amount due the
Corporation by the insured may be deducted
from any indemnity payable to the msured
and when not prohibited by law, from any
loan or payment otherwise due the insured
under any program administered by the
United States Department of Agriculture.

10

SOUTR LN

ADDRESS OF OFFICE FOR COUNTY
PHONE:

LOCATION OF HEADQUARTERS
PFHONE:

11. Lije of contract, The contract is non=-
cancelable for the first crop year and shall
continue in effect for each succeeding crop
year until either the Insured or Corporation
cancels the contract by giving written notice
to the other by the April 30 immediately pre-
ceding the beginning of the crop year for
which the cancellation is to become effec~
tive. If, however, the Corporation limits the
amount of insurance, or any acreage is ex-
cluded from insurance under the contract by
the Corporation because of the risk involved,
after the April 15 immediately preceding the
beginning of the crop year for which such
Iimitation or exclusion is to become effective,
the insured shall have the right to cancel the
contract within 15 days after notice thereof
is malled to the Insured by the Corporation,
If the premium is not paid by the April 30
of the crop year in which the premium was
earned, the contract shall terminate for non-
payment of premium effective beginning with
the next crop year,

12. Contract changes. After the first crop
year the Corporation reserves the right to
amend or change the terms of this contract

from year to year, Any such amendment or
change shall be mailed to the insured or
made avallable at the office for the county
by the April 15 immediately preceding the
beginning of the crop year for which such
amendment or change is to become effective.
Acceptance of such amendment or change
will be conclusively presumed In the absence
of any notice from the Insured fo cancel the
contract as provided In section 11 hereof.

13. Notice of damage or loss. (a) It shall
be a condition precedent to payment of any
indemnity on any unit hereunder that the
insured report in writing each damage to the
insured crop from an insured cause to the
office for the county immediately after such
damage becomes apparent, giving the date
of such damage, If not so reported within 7
days, the Corporation reserves the right to
reject any claim arising out of such
on the unit if it determines that it has been
prejudiced by such fallure to report or by
fallure to give notice as required in para-
graph (b) of this sectlon.

(b) If damage occurs within the 7 day pe~
riod before the beginning of harvest, or dur= |
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ing harvest, and a loss is to be claimed, writ-
ten notice shall be given immediately to the
office for the county.

14. Amount of loss and proof of loss. (a)
Any claim for any loss on any unit shall be
submitted to the Corporation on a form pre-
scribed by the Corporation within 60 days
after harvesting of the insured crop Is com-
pleted on the unit, but not later than 60
days after the applicable calendar date for
the end of the insurance period shown in
section 6, The Corporation reserves the right
to provide additional time if it determines
that circumstances beyond the control of
either party prevent compliance with this
provision.

(b) Losses shall be adjusted separately
for each unit. The amount of loss with re-
spect to any unit shall be determined by (1)
multiplylng the insured acreage of citrus on
the unit by the applicable amount of insur-
ance per acre, (2) multiplying the result
thus obtained by the average percent of dam-
age (determined in accordance with sub-
sections (¢), (d), and (e) of this section) in
excess of 10 percent (i.e., average damage
45% —10%=35% payable) and (3) multiply-
ing the result by the insured interest.

(c) Subject to the provisions of subsec-
tions (d) and (e) of this section, the aver-
age percent of damage to the insured crop
on any unit shall be the ratio of the number
of standard field boxes of the crop lost from
an Insured cause to the total number of
standard fleld boxes which otherwise would
have been produced (herein called the “po-
tential”). The potential for the unit shail
not be less than the product of 100 standard
field boxes multiplied by the number of acres
in the unit and shall include citrus which
(1) was picked before the insured damage
occurred, (2) remained on the trees after the
damage occurred, (3) was lost from an in-
sured cause, and (4) any other citrus covered
by insurance not included in items (1)
through (8), including citrus lost from causes
not insured agalnst other than normal
dropping but not including citrus lost before
insurance attached or any tangerines the
Corporation determines normally would not
meet the 246 pack size under U.S. Standards
{2%¢ Inches minimum diameter) by the end
of the insurance period for tangerines.

(d) As determined by the Corporation,
cltrus lost from an insured cause shall in-
clude any citrus which is unmarketable
either as fresh fruit or for juice due to an
insurable cause, and any citrus which is
partially damaged by freeze as provided in
subsection (e).

If any portion of the insured crop on any
unit is seriously damaged by freeze as de-
termined wunder the applicable provisions
of the Florida Citrus Code and could not be
marketed as fresh frult within the pre-
scribed tolerance for freeze damage (includ-
ing adulteration) such portion of the crop
shall be deemed to be unmarketable as fresh
fruit.

If any portion of the insured crop on any
unit is damaged by any Insured cause to the
extent that it could not be marketed either
as fresh fruit or for juice because it 1s Im-
mature, unwholesome, decomposed, adul-
terated, or otherwise unfit for human con-
sumption, that portion of the crop shall be
deemed to be unmarketable as fresh fruit
or for juice.

Any portion of the insured crop harvested
prior to inspection by the Coropration or
which is or could be marketed as fresh fruit
shall be considered undamaged.

Any citrus harvested within 7 days after
a freeze will not be considered damaged by
freeze.

Any fruit on the ground as a result of an
insured cause of loss which is not picked
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up and marketed shall be deemed to be 90
percent lost if due to freeze and totally lost
if due to an insured cause other than freeze.

If unmarketable as fresh fruit due to
freeze damage, pink and red grapefruit of
citrus Type III and citrus of Types IV and
V shall be deemed to have 50 percent damage
unless the Corporation determines by tne
same cut method as used under subsection
14(e) (4) that the juice loss has been greater
than 50 percent, except that damage in ex-
cess of 50 percent for tangerines of Type IV
shall be the actual percent of damaged fruit
above 50 percent determined by a fresh fruit
cut.

(e) If any portion of the Insured citrus
crop of Types I, II. III (excluding pink and
red grapefruit), and VI is unmarketable as
fresh fruit due to freeze but may be proc-
essed by the canning or processing plants,
1t shall be considered as marketable for juice
and the extent of damage, whether partial
or total, shall be determined as follows sub-
ject to the applicable provisions of the pre-
ceding section:

(1) From the 8th through the 30th day
after the freeze, any portion of the insured
crop which has a sufficient number of freeze
damaged fruits therein to make it unmarket-
able as fresh frult under the provisions of
the Florida Citrus Code shall, If marketed
for juice, be considered damaged the smaller
of 30 percent or the actual percent of freeze
damaged fruit as determined by the Corpo-
ration by sampling representative fruits by
a fresh fruit cut method. (In the event there
are successive freezes, the 30-day period shall
be considered to have its beginning from the
date of the freeze that results in the citrus
becoming unmarketable as fresh fruit as de-
termined by the Corporation.)

(2) Beginning with the 31st day after the
freeze, citrus lost from freeze shall include
any citrus which is unmarketable, either as
fresh fruit or for juice due to freeze and any
citrus which is partially damaged by freeze.

(3) Citrus shall be considered as having
been partially damaged from an insured
cause only if the cause of such damage is
freeze and then only if the citrus is not
harvested within 30 days after the partial
damage, and if before harvest the citrus has
dried to the extent that the amount of dam-
age can be determined.

(4) The percent of damage due to a freeze
in an individual fruit sampled by a cut meth-
od shall be determined by the Corporation
as follows: (a) If the Corporation deter-
mines that there is less than 16 percent juice
loss, the fruit shall be considered undamaged,
(b) If the Corporation determines that as
much as 16 percent, but less than 50 percent
of the juice has been lost due to freeze, the
fruit shall be considered as 40 percent dam-
aged, or (¢) if the Corporation determines
that 50 percent but less than 75 percent of
the juice has been lost due to freeze, the fruit
shall be considered as 70 percent damaged,

If the Corporation determines by the cut
method that 75 percent or more of the
juice has been lost due to freeze, the fruit
shall be considered as totally lost.

(f) In the event that any c¢laim for in-
demnity under the provisions of the con-
tract Is denied by the Corporation, an action
on such claim may be brought against the
Corporation under the provisions of 7 US.C,
1508(c) : Provided, That the actlon must be
brought within one year after the date notice
of denial is mailed to and received by the
insured.

15. Payment of indemnity. (a) Any indem-~
nity will be payable within. 30 days after
& claim for loss is approved by the Corpo-
ration: Provided, That in no event shall the
Corporation be liable for Interest or damages
in connection with any claim for indemnity

whether such claim be approved or disap-
proved by the Corporation.

(b) If the insured is an entity other than
an individual and is dissolved or is an in-
dividual who dies or is judicially declared in-
competent before insurance attaches in any
crop year, the contract shall terminate as of
the date of dissolution, death, or judicial
declaration, but if such an event occurs after
insurance attaches in any crop year the con-
tract shall terminate at the end of such crop
year and any Indemnity payable shall be
pald to the perscn(s) the Corporation deter-
mines to be beneficially entitled thereto.

(¢) For the purposes of subsection (b
hereof, death of a partner in a partnership
shall dissolve the partnership unless the
partnership agreement provides otherwise. 1
two or more persons having a joint interes:
are insured jolntly, death of one of the parties
shall terminate the contract.

168, Insured interest. For the purpose of de-
termining the amount of indemnity, the in-
terest insured shall not exceed the interest
of the insured at the time of damage, as de-
termined by the Corporation.

17. Abandonment of crop. There shall be
no abandonment of the insured crop or por-
tion thereof to the Corporation.

18. Misrepresentation and jraud. The Cor-
poration may vold the contract without
affecting the insured’s llabllity for premiums
or walving any right or remedy Including the
right to collect any unpaid premiums If at
any time, either before or after any loss, the
insured has concealed or misrepresented any
material fact or committed any fraud relat-
ing to the contract, and such voidance shal)
be effective as of the beginning of the crop
year with respect o which any such act o
omission occurred.

19. Collateral assignnrent—Transfer of In-
terest. The right to an indemnity in any crop
year may be assigned by the insured onlv
as security uvon prior approval by the
Corporation. If the insured transfers his in-
terest in the insured crop in any crop year
he may, upon prior approval of the Corpo-
ration, transfer his right to an indemnity for
such crop year with respect to the trans-
ferred interest in the insured crop. Any as-
signment or transfer shall be made on
assignment or transfer forms prescribed by
the Corporation and shall be subject to all
the terms set forth thereon and to the
terms hereof,

20. Subrogation. The insured (including
his assignee or transferee) assigns to the
Corporation all rights of recovery against any
person for loss or damage to the extent that
payment hereunder is made and shall exe-
cute all papers required and take appropri-
ate actlon to secure such rights.

21. Forms. Conles of forms referred to in
the contract are available at the office for
the county.

22, Meaning of terms, For purposes of lu-
surance on citrus the terms:

(a) “County actuarial table” means the
actuarial forms and related material (in-
cluding the crop insurance maps where ap-
plicable) which are-approved by the Corpo-
ration, which are on file for public inspection
in the office for the county, and which show
the applicable amounts of insurance, pre-
mium rates, and related information with
respect to citrus crop insurance for the crop
year in the county.

(b) "Office for the county"” means the
Corporation’s office serving the county shown
in this application and policy, or such office
as may be designated by the Corporation
from time to time, and may serve more than
one county.

(c) “County" means the area shown on the
actuarial table which may include insurable
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acreage located in a local producing area
bordering on the county.

(d) “Crop year" means the period begin-
ning May 1 and extending through June 30
of the following calendar year and shall be
designated by reference to the calendar year
in which the insurance period begins.

(e) “Harvest’”” means any severance of
citrus from the tree either by pulling or
picking, or picking the marketable fruit from
the ground,

(f) “Insurance unit" means all insurable
acreage in the county of any one of the six
citrus types (see (g) below) (1) in which
type of citrus the insured has 100 percent
interest on the date insurance atfaches for
the crop year and which is located on con-
tiguous land under the same ownership, or
(2) in which type of citrus two or more per-
sons have 100 percent Interest on the date
insurance attaches for the crop year and
which type is located on contiguous land
under the same ownership, excluding any
other acreage of such type of citrus in which
such persons do not have 100 percent inter-
est in such citrus on such date. Land rented
for cash or for a fixed commodity payment
shall be considered as owned by the lessee.
Contiguous land shall Include only land that
is touching at any point except that land
that is separated only by a public or private
way shall be considered contiguous.

(g) “Types of citrus” means any of the
six types of fruit as follows: Type I, Early
and midseason oranges: Type II, Late
oranges; Type III, Grapefrult; Type IV, Navel
oranges, tangelos, and tangerines; Type V,
Murcott honey oranges (also known as Honey
tangerines) and Temple oranges; and Type
VI Lemons, Oranges commonly known as
“Sour oranges” and “Clementines” shall not
be deemed to be included in any of the in-
surable types of citrus.

(h) “Standard field box" means a stand-
ard field box as prescribed in the Florida
Citrus Code.

23. Access to insured acreage. Any persons
designated by the Corporation shall have
access to the insured acreage for purposes
relating to the contract.

(Secs, 506, 518, 52 Stat. 73, as amended, 77,
as amended; 7 U.8.C. 1606, 1518)

Nore, The reporting requirements con-
tained herein have been approved by the
Bureau of the Budget in accordance with the
Federal Reports Act of 1042.

The proposed amendment to revise the
Florida Citrus Crop Insurance Regula-
tlons is intended to incorporate three
previous amendments, add another type
of citrus to the coverage being offered,
provide for a premium adjustment table,
and provide for access to the insured
acreage.

The previous amendments are (a)
Amendment No, 1 which provides that
all claims must be submitted to the Cor-
poration within 60 days after harvest-
ing but not later than 60 days after the
final calendar date for the end of the
Insurance period (35 FR 9998), (b)
Amendment No. 2 which provides for a
reduction in the amount pink and red
grapefruit is considered damaged if un-
marketable as fresh fruit from 70 to
50 percent and changes minimum in-
surable age of trees from 6 to 10 years
(37 FR 6565), and (¢) Amendment No. 3
which provides that Insureds may in-
sure citrus produced on trees that have
reached the 7th growing season in those
counties where so provided on the actu-
arial table, and makes provision that
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any pink or red grapefruit, or citrus of
Types IV (except ftangerines) and V
which is unmarketable as fresh fruit
will be considered damaged 50 percent
unless percent of juice loss is greater.

In addition to the above, the proposed
amendment would add Type VI Lemons
in response to requests from growers as
an insurable crop, make provisions for
Corporation personnel to have access to
insured acreage for purposes that relate
to the contract, and provide for a pre-
mium adjustment table which would
establish the insured’s premium pay-
ments based on the individual grove in-
surance experience.

The rules herein do not fall within the
criteria set forth in the Department of
Agriculture’s inferim guidelines relating
to the Inflationary Impact Statement
required by the Office of Management
and Budget Circular A-107.

It is desirable that the above regula-
tions become effective with the 1976 crop
vear. Notice of changes must be given
insureds by April 15, 1976, and applica-
tions for insurance will be taken in the
near future. In addition, considerable
administrative detail must be effected in
those counties where citrus insurance is
offered before such changes may go into
effect.

Under the circumstances, the Board
of Directors found that it would be im-
practicable and contrary to the public
interest to follow the procedure for no-
tice and public participation prescribed
by 5 U.S.C. 553 (b) and (¢), as directed
by the Secretary of Agriculture in a
Statement of Policy, executed July 20,
1971 (36 FR 133804), prior to its adoption.
Accordingly, said amendment was
adopted by the Board of Directors on
January 21, 1976.

[SEAL] PETER F. COLE,

Secretary,
Federal Crop Insurance Corporation.

Approved on January 29, 1976.

EarL L. Burz,
Secretary.

[FR Doc.76-3343 Filed 2-3-76;8:45 am|

CHAPTER XVIII—FARMERS HOME AD-
MINISTRATION, DEPARTMENT OF AGRI-
CULTURE

[FmHA Ins. 442.1]

PART 1823—ASSOCIATION LOANS AND
GRANTS—COMMUNITY FACILITIES, DE-
VELOPMENT, CONSERVATION, UTILIZA-
TION

Community Facility Loans; Correction

FR Doc. 75-18015 appearing at pages
29263-29264 in the issue for Friday,
July 11, 1975, is corrected by the follow-
ing editorial change: Page 29263, in the
fourth sentence of the preamble, by
changing “paragraphs (h) through (g)
without change.” to read “paragraphs
(d) through (g) without change.”

Dated: January 29, 1976.

FrANK B. ELLIOTT,
Administrator,
Farms Home Administration,

[FR Doc.76-3254 Filed 2-3-76;8:45 am]
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Title 8—Aliens and Nationality

CHAPTER |—IMMIGRATION AND NATU-
RALIZATION SERVICE, DEPARTMENT
OF JUSTICE

MISCELLANEOUS AMENDMENTS TO
CHAPTER

Pursuant to section 552 of Title 5 of
the United States Code (80 Stat. 383), as
amended by Public Law 93-502 (88 Stat.
1561), and the authority contained in
section 103 of the Immigration and Na-
tionality Act (66 Stat. 173; 8 U.S.C.
1103), 28 CFR 0.105(b) and 8 CFR 2.1,
miscellaneous amendments, as set forth
herein, are prescribed in Parts 100, 103,
214, 238, and 336 of Chapter I of Title 8
of the Code of Federal Regulations.

A new position of Assistant Commis-
sioner for Information Services has been
established under the Associate Commis-
sioner for Management. Accordingly, in
Parts 100 and 103, §§ 100.2(a) and 103.1
(c) are amended to include a reference
thereto.

Existing §214.2(f) (6) provides, in
part, that if a nonimmigrant student re-
quests permission to accept part-time
employment because of economic neces-
sity, he must establish that the neces-
sity is due to unforeseen circumstances
arising subsequent to entry, or subse-
quent to change to student classification.
Since the term “subsequent to entry”
would include the last entry of a non-
immigrant student who had been grant-
ed permission to accept part-time em-
ployment and had thereafter been ab-
sent from the United States for a short
period of time, and could result in a mis-
carriage of justice, § 214.2(f) (6) is being
amended to provide that a nonimmi-
grant student’s application for permis-
sion to continue previously authorized
part-time employment may be adjudi-
cated without regard to any short ab-
sence from the United States interven-
ing since the original employment au-
thorization.

An agreement for preinspection at Vic-
toria, B.C., Canada, of voyages of British
Columbia Steamship Company (1975)
Ltd. destined to the United States, has
been entered into between that line and
the Commissioner of Immigration and
Naturalization pursuant to sections 103
and 238(b) of the Immigration and Na-
tionality Act. Accordingly, §238.4 is
amended by adding “British Columbia
Steamship Company (1975) Ltd.” to the
listing of transportation lines which have
entered into agreements for the prein-
spection of their passengers and crewmen
at the designated places outside the
United States.

In Part 238, § 238.4 is further amended
by deleting “Wardair Canada Ltd."” from
the listing of transportation lines which
have entered into agreements for pre-
inspection of their passengers and crews
at Vancouver, B.C., Canada, since the
agreement authorized preinspection for a
single flight only and was not subject to
listing in 8 CFR 238.4.

Current § 336.11 provides that final
naturalization hearings or other natural-
ization proceedings shall, whenever prac-
ticable, be atttended by naturalization
examiners or other members of the Serv-
ice. Section 336.11 is being amended to
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clarify that naturalization examiners or
other Service officers shall personally at-
tend all final naturalization hearings and
other naturalization proceedings.

In light of the foregoing, the following
amendments fo Chapter I of Title 8 of
the Code of Federal Regulations are
hereby prescribed:

PART 160—STATEMENT OF
ORGANIZATION

In §100.2(a), the third and fourth
sentences are amended. As amended,
§ 100.2(a) reads as follows:

§ 100.2 Organization and delegations.

(a) The Attorney General has dele-
gated to the Commissioner, the principal
officer of the Immigration and Natural-
ization Service, authority to direct the
administration of the Service and en-
force the Act and all other laws relat-
ing to immigration and naturalization,
except the authority delegated to the
Board of Immigration Appeals. The Dep-
uty Commissioner is authorized to exer-
cise all power and authority of the Com-
missioner unless any such power or au-
thority is required to be exercised by the
Commissioner personally or has been ex-
clusively delegated to another immigra-
tion official or class of immigration of-
ficer. Subject.to the general supervision
of the Commissioner and the direction
of the Deputy Commissioner, the Asso-
ciate Commissioners have responsibility
for Service program development, coor-
dination, evaluation and counseling re-
lating to Service policy and recommen-
dations within their program areas of
activity and general direetion of the As-
sistant Commissioners with technical re-
sponsibility for each of the program
areas as follows: The Associate Commis-
sioner, Examinations, the Adjudieation
and Inspection programs and general di-
rection of the Assistant Commissioners
for Adjudication and Inspection; the As-
sociate Commissioner, Enforcement, the
Border Patrol, Investigations, and De-
tention and Deportation programs and
general direction of the Assistant Com-
missioners for Border Patrol, Investiga-
tions, and Detention and Deportation;
the Associate Commissioner, Manage-
ment, the Administrative, Records and
Information, Personnel, and Citizenship
and Naturalization programs and gen-
eral direction of the Assistant Commis-
sioners for Administration, Information
Services, Personnel, and Naturalization.
The Assistant Commissioners have re-
sponsibility for planning, coordinating,
evaluating, and technical counseling re-
lating to their program areas as follows:
The Assistant Commissioner for Adjudi-
rations, the Adjudicative programs; and
the Assistant Commissioner for Inspec-
tions, the Inspection programs; the As-
sistant Commissioner for Border Patrol,
the Border Patrol programs; the Assist-
ant Commissioner for Investigations, the
Investigations programs; the Assistant
Commissioner for Detention and Depor-
tation, the Detention and Deportation
programs; the Assistant Commissioner
for Administration, the Administrative
programs; the Assistant Commissioner
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for Information Services, the Records
Administration and Information, Statis-
tics, and Automated Data Processing
programs; the Assistant Commissioner
for Personnel, the Personnel programs;
the Assistant Commissioner for Natural-
ization, the Citizenship and Naturaliza-
tion programs.

- - s " .

PART 103—POWERS AND DUTIES OF
SERVICE OFFICERS; AVAILABILITY OF
SERVICE RECORDS

Section 103.1(c) is amended in the
following respects: paragraph (¢) is
amended to include a reference to the
Assistant Commissioner for Information
Services; subparagraph - (c) (1) is
amended by deleting the reference to
“statistics” and “records” activities; a
new subparagraph (c) (2) is added; and
existing subparagraphs (e) (2) and (c)
(3) are redesignated (c¢) (3) and (¢) (4),
respectively. As amended, § 103.1(c)
reads as follows:

§ 103.1 Delegations of authority.

* . - L .

(¢) Associate Commissioner, Manage-
ment. The Administrative, Records and
Information, Personnel, and Citizenship
and Naturalization programs and gen-
eral direction of the Assistant Commis-
sioners for Administration, Information
Services, Personnel, and Naturalization.

(1Y Assistant Commissioner for Ad-
ministration. The fiscal, procurement,
communication, and engineering activ-
ities.

(2) Assistant Commissioner for Infor-
mation Services. The Records Adminis-
tration and Information, Statistics, and
Automated Data Processing programs.

(3) Assistant Commissioner jor Per-
sonnel. The Personnel programs.

(4) Assistant Commissioner for Nat-
uralization. The Citizenship and Nat-
uralization programs.

» » * * »

PART 214—NONIMMIGRANT CLASSES

In §214.2¢0) (6), the existing third
sentence is revised and a new sentence
added between the revised third sentence
and the existing fourth sentence to read
as follows:

§214.2 Special requirements for admis-
sion, extension, and maintenance of
status,

- . - » *

() Student. * * *

(8) Employment. * * * If a student
requests permission to accept part-time
employment because of economic neces~
sity, he must establish that the necessity
is due to unforeseen circumstances aris-
ing subsequent to entry, or subsequent to
change to student classification; if his
request is for permission to continue pre-
viously authorized part-time employ-
ment, his application may be adjudicated
without regard to any short absence from
the United States intervening since the
original grant of permission. In either
case, an authorized school official must
certify that part-time employment will

not. interfere with the student’s ability
to carry successfully a full eourse of
study. * » *

PART 238—CONTRACTS WITH
TRANSPORTATION LINES

§238.4 [Amended]

In §238.4 Preinspection oulside the
United States, the listing of transporta-
tion lines under “At Victoria” is amended
by adding thereto in alphabetical se-
quence the following transportation line:
“British Columbia Steamship Company
(1975) Ltd.”, and the listing of transpor-
tation lines under “At Vancouver” is
amended by deleting therefrom the fol-
lowing transportation line: “Wardair
Canada Ltd.”.

PART 336—PROCEEDINGS BEFORE
NATURALIZATION COURT

In §336.11, the title and the existing
third sentence are revised, and the exist-
ing fourth sentence is deleted. As
amended, §336.11 reads as follows:

§ 336.11 Personal representation of Gov-
ernment at naturalization proceed-
ings.

At least 30 days prior to the holding of
any naturalization proceedings referred
to in section 336(d). of the Act, the clerk
of the naturalization court shall give
written notice to the appropriate district
director of the time, date, and place of
such proceedings. Such notice may be
waived by the district director. Final
naturalization hearings and other natu-
ralization proceedings shall be attended
personally by naturalization examiners
or other officers of the Service, who shall
interrogate each petitioner or applicant
regarding pertinent developments occur-
ring subsequent to the date of filing of
the petition or application, and shall, if
not affected by the interrogation, present
to the court the views and recommenda-
tions of the designated examiner and the
regional commissioner, as appropriate. If
the recommendation of the regional com-
missioner does not agree with that of the
designated examiner, a member of the
Service other than the person who con-
ducted the preliminary examination
shall, whenever practicable, represent
the Service before the court. Such a rep-
resentative may cross-examine the peti-
tioner and his witnesses and may call
other witnesses and produce evidence
concerning any matter affecting the peti-
tioner’s eligibility for naturalization
When necessary, the representative in
attendance shall have a stenographic re-
port made of the testimony.

(Sec..103, 66 Stat. 173; 8 U.S.C.1102)

Compliance with the provisions of sec-
tion 553 of Title 5 of the United States
Code (80 Stat. 383) as to notice of pro-
posed rule making and delayed effective
is unnecessary in this instance and sould
serve no useful purpose hecause the
amendments to §§ 100.2¢(a) and 103.1(¢c)
relate to agency organization and man-
agement; the amendment to § 214.2(f)
(6) is clarifying in nature and confers a
benefit on the persons affected thereby:
the amendments to § 238.4 adds and de-

FEDERAL REGISTER, VOL. 41, NO. 24—WEDNESDAY, FEBRUARY 4, 1976




letes a transportation line from the list-
ing and the amendment to § 336.11 is
clarifying in nature and relates to agency
procedure.

Effective date. The amendments made
in this order shall become effective Feb-
ruary 4, 1976.

Dated: January 30, 1976,

L. F. Caarman, Jr.,
Commissioner of
Immigration and Naturalization,

[FR Doc.76-3349 Filed 2-3-76;8:456 am]

Title 10—Energy

CHAPTER II—FEDERAL ENERGY
ADMINISTRATION

PART 212—MANDATORY PETROLEUM
PRICE REGULATIONS

Banked Costs, Proportionate Allocation of
Costs, and Passthrough of Cost De-
creases; Implementation of the Energy
Policy and Conservation Act

I. BACKGROUND

On January 7, 1976, the Federal Energy
Administration (“FEA”) issued a Notice
of Proposed Rulemaking and Public
Hearing (41 FR 1680, January 9, 1976)
containing proposed revisions to the reg-
ulations in 10 CFR Part 212 applicable
to refiners, resellers, and retailers in
order to reflect the pricing policies of
sections 401 and 402 of the Energy Pol-
icy and Conservation Act (Pub. L. 94-163,
“EPCA”). The EPCA requires that these
revisions be effective as of February 1,
1976.

Section 401 of the EPCA amends the
Emergency Petroleum Allocation Act of
1973 (“EPAA”) by adding a new section
9, which makes explicit FEA's current
implicit requirements for the dollar-for-
dollar passthrough of any decreases in
the costs of crude oil, residual fuel oil,
and refined petroleum products. Section
402 of the EPCA amends section 4(b) of
the EPAA by adding certain limitations
with respect to the time allowed for re-
coupment of net crude oil cost increases
and the amounts of any unrecouped or
“banked” costs which may be passed
through in prices charged, by refiners.
Section 402 further requires the “pro-
portionate distribution” of the increased
costs of crude oil incurred by refiners to
prices for aviation fuel of a kerosene or
naphtha type, propane refined from
crude oil, and No. 2 oils.

On January 26, 1976 a public hearing
was held. Oral statements were made by
16 persons, and 45 written comments
were submitted. FEA has carefully con-
sidered those comments in developing
the regulations adopted today.

II. PASSTHROUGH OF COST DECREASES

Section 401(a) of the EPCA amends
L'hlel EPAA by adding a new section 9 as
follows:

Not later than the first day of the second
full calendar month following the date of
enactment of this section, the regulation
under section 4(a) shall provide for a dollar-
for-dollar passthrough in prices at all levels
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of distribution from the producer through
the retail level of decreases in the costs of
crude oil, residual fuel oil, and refined pe-
troleum products (including decreases in
costs which result from a reduction in the
price of crude oll produced in the United
States because of the amendment to such
regulation required under section 8(a)).

The conference Report on the EPCA
states with respect to this provision:

Under current regulations, the opportunity
is provided for a refiner or marketer to pass
through its increased crude oll or product
costs, This is done by allowing the maximum
lawfull selling price of each seller to be in-
creased upward to reflect increases incurred
in the cost of crude ofl or products purchased.
The Conference Substitute requires that de-
creases in a firm's cost of crude ofl, residual
fuel oil, or refined petroleum products be
fully taken into account in computing that
firm's maximum lawful selling prices.

Until now such a provision has been un-
necessary because few, If any, firms have
enjoyed a reduction in their Input costs, The
pricing provisions contained in the Confer-
ence Substitute and the removal of import
fees should, however, result initially in a
significant reduction in the actual weighted
average first sale price of domestic crude oil.
This provision of the Conference Substitute
will help to assure that as much of the
crude oil price reduction as is possible will
be passed through the various levels of re-
fining and distribution to the consumer level,
Of course, it cannot realistically result in a
full and immediate dollar-for-dollar reduc-
tion of any seller's current selling price if
that seller is already below its maximum
lawful prices and if the Federal Energy Ad-
ministration does not alter the rules regard-
ing so-called “banked costs". Conf. Rep. No.
94-518, 94th Cong., 1st Sess. (1976) p. 195,

As the Conference Report states,
implementation of the new domestic
crude oil price regulations adopted today
in a concurrent rulemaking will result
in an overall decrease in the weighted
average first sale price of domestic crude
oil. However, the result of such decrease
in the cost of crude oil to refiners, in
terms of the prices which may be charged
under FEA price regulations for residual
fuel oil and refined petroleum products,
depends in part on the extent to which
previously incurred higher costs of crude
oil or purchased petroleum products
(i.e., higher product costs) have already
been passed through in prices charged
for products.

As discussed in the January 7, 1976
notice of proposed rulemaking, to the ex-
tent that refiners, resellers, or retailers
have charged prices for products that
have been less than those that would
have resulted from passing through all
of their increased product costs, they
have unrecovered increased product
costs. Those unrecovered increased prod-
uct costs may be carried forward pursu-
ant to §§ 212,83 or 212.93 of the regula-
tions and, subject to certain limitations,
passed through in future prices. Al-
though amendments to the provisions on
the carryforward of unrecovered in-
creased product costs (or “banked”
costs) by refiners are also adopted in
this rulemaking, the carryforward rules
will confinue to permit refiners that do
not pass through all their increased
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product costs on a current basis to carry
forward unrecovered increased product
costs for recovery in a future period, sub-
ject to certain limitations. Thus, the ex=
istence of the carryforward rules and
the amounts carried forward by each
particular firm will necessarily affect
how soon decreases in the cost of crude
oil and purchased products will be passed
through as reductions in the selling
prices of products by each firm.

The resellers’ and retailers’ regulations
already explicitly require that decreases
in costs be passed through. See § 212.93
(¢) (1). Moreover, current FEA refiner
price regulations operate so as to auto-
matically provide for the dollar-for-
dollar passthrough of decreases in costs
of crude oil in prices allowed to be
charged for products, except to the ex-
tent that unrecovered increased product
costs are used to offset those decreases.
Although as noted in the Conference Re-
port, FEA refiner price pregulations ex-
pressly only provide for a dollar-for-
dollar passthrough of increased product
costs, and are silent with respect to de-
creased product costs, increased product
costs are generally defined in the regula-
tions as the difference between current
costs and May 1973 costs. Thus, any re-
duction in current cost levels from the
cost levels of the preceding month auto-
matically results in a reduction in the
amount of increased costs available for
passthrough and, hence, in a reduction
in a firm’s maximum lawful prices. In
other words, although the term “reduced
product cost” does not appear in the re-
finers’ regulations, any reduction in
product costs automatically constitutes a
lesser amount of “increased product
costs” (since such increases are measured
from May 1973 levels) , except in the un-
likely event a firm were to incur costs
currently that were below May 1973
levels.

FEA, nevertheless, proposed to add an
express provision to its price regulations
stating that current decreases in the cost
of crude oil, residual fuel oil, or refined
petroleum products (i.e., reductions in
the amount of increased costs—over
May 1973 levels—in a current month
from the amount of increased costs—
over May 1973 levels—for the prior
month) automatically result in a reduc-
tion in the amount of increased costs
available for passthrough.

No further amendments to implement
this aspect of the EPCA were proposed
in the oral or written comments received
by FEA, nor were any persuasive reasons
for not adopting the proposed amend-
ment advanced. It should be noted, how-
ever, that, as discussed more fully be-
low, one of the amendments to the pre-
vious regulations on the carryforward
of unrecovered increased costs of crude
oil that is being made today (deletion
of the provision permitting use of such
costs to maintain prices at. their levels
in the previous month) will further as-
sure that crude oil cost decreases are
passed through.

FEA therefore adopts as proposed the
amendments to its refiners’, resellers’,
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and retailers’ price regulations which
state that current decreases in the cost
of erude oil, residual fuel oil, or refined
petroleum products automatically result
in a reduction in the amount of increased
costs available for passthrough.

III. LIMITATIONS ON REFINERS’ USE OF
“BangEDp” COSTS

Section 402 of the EPCA amends sec-
tion 4(b) (2) of the EPAA to read, in
pertinent part, as follows:

(2) In specifying prices (or prescribing the
manner for determining them), the regula-
tion under subsection (a)—

(B) (1) shall not permit any net crude oil
cost increases—

(I) which are incurred by a refiner during
the calendar month immediately preceding
the effective date of this paragraph, or in
any month thereafter, and

(1II) which are not passed through in prices
charged pursuant to such regulation in the
2 calendar months following the calendar
month in which such crude oil cost increases
were Incurred,

to be passed through by such refiner In any
month subsequent to the 2 calendar months
following the ealendar month in which such
crude oil cost increases were Incurred, unless
the President makes the findings specified In
clause (i1) (IT) (aa), and such passthrough is
consistent with the requirements specified in
clause (ii) (IX) (bb).

(11) shall not permit the passthrough in
any month of—

(I) any net crude oll cost Increases in-
curred by a refiner not later than the last
day of the calendar month which begins two
months prior to the effective date of this
paragraph and not passed through by the
end of the last calendar month prior to the
effective date of this paragraph unless such
passthrough is not in excess of 10 percent of
the total amount of such Increased crude
ofl costs not passed through as of the last
day of the last calendar month prior to the
effective date of the amendment promul-
gated under section 8(a);

(IX) any net crude oil cost increases In-
curred by a refiner after the effective date of
this paragraph, which net crude oil cost
increases were not passed through within the
2 calendar months following the calendar
month in which such crude oil cost increases
were incurred, unless—

(aa) the President finds, and reports to
the Congress with respect to such finding,
that a passthrough of such crude oil in-
creases is to alleviate the impact
on refiners, marketers, or consumers of signif-
icant increases In costs, to provide for equi-
table cost recovery consistent with the at-
tainment, to the maximum extent practi-
cable, of the objective specified in paragraph
(1), or to avold competitive disadvantage;
and

(bb) such passthrough in any month of
such crude ofl cost increases is not in excess
of 10 percent of the total amount of such
crude ofl cost Increases as of the end of the
calendar month in which the effective date
of this paragraph occurs or any month there-
after;

The pricing policy set forth in section
4(b) (2) (B) of the EPAA imposes cer-
tain statutory requirements with respect
to the carryforward of unrecovered or
“banked” increased costs of crude oil by
refiners. FEA’s analysis of the comments
on the implementation of this provision
focused on the following issues:
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A, extension of the EPCA limitations
on the passthrough by refiners of “crude
oil costs increases” to the passthrough of
increased costs of purchased products,

B. modification of the EPCA two-
month limitation on the passthrough of
crude oil cost increases by appropriate
findings,

C. application of the EPCA ten percent
limitation on the passthrough of crude
oil cost increases not recovered within
two months, and

D. the order of recoupment of in-
creased costs.

Each of those issues is discussed sep-
arately below.

A. EXTENSION OF THE EPCA LIMITATIONS ON
THE PASSTHROUGH BY REFINERS OF “CRUDE
OIL COST INCREASES” TO THE PASS-
THROUGH OF INCREASED COSTS OF PUR~-
CHASED PRODUCTS

The EPCA distinguishes in its require-
ments between fthe treatment of in-
creased costs of crude oil incurred
through December 31, 1975, and not re-
covered in prices charged through Janu-
ary 31, 1976, and the treatment of in-
creased costs of crude oil incurred in
January 1976, and thereafter. Essentially,
the differing treatment is for unrecov-
ered increased costs accumulated prior
to the effective date of this aspect of the
EPCA, and such costs as may accumulate
after the effective dafe. The amendments
adopted today reflect this distinction.

First, with respect to increased costs
of crude oil incurred through Decem-
ber 31, 1975, and not recovered in prices
charged through January 31, 1976 (i.e.,
that portion of a refiner’s total “banked”
costs as of January 31, 1976 which is at-
tributable to increased costs of crude oil
but not to increased costs of purchased
products), section 4(b) (2) (B) (ii) (I) of
the EPAA provides that the passthrough
of such unrecouped increased costs in
any month beginning with February 1976
shall not exceed 10 percent of the total
January 31, 1976 amount.

FEA proposed that the limitation be
applied to the entire amount of “banked”
costs as of January 31, 1976, including
the portion, if any, attributable to in-
ereased costs of purchased products. Al-
though the proposed amendment was
therefore more restrictive than the stat-
utory requirement, the comments re-
ceived confirmed FEA’s initial view that
great administrative complexities would
be introduced in attempting to segregate
unrecouped increased costs as of Jan-
uary 31, 1976 attributable to increased
costs of crude oil from those attribut-
able to increased costs of products pur-
chased for resale. The amendment is,
therefore, adopted as proposed in this
respect, and applies to all “banked’”
costs computed as of January 31, 1976.

Second, with respect to increased
costs of erude oil incurred during Jan-
uary 1976 or any month thereafter, sec-
tion 4(b) (2) (B) (i) of the EPAA pro-
vides that net crude oil cost increases
which are not passed through in prices
charged in the two calendar months
following the calendar month in which

they were incurred may not be passed
through in any month following the two
calendar months in which they were in-
curred, unless certain findings are made
pursuant to section 4(b) (2) (B) (i) (I1)
(aa) of the EPAA and subject to the
Iimitations on the amount of such later
passthrough of section 4(b)(2) (B) (i)
(IT) (bb) of the EPAA.

As to this limitation on costs incurred
beginning in January 1976, FEA also
proposed that it be applied to the entire
amount of unrecouped or “banked”
costs, whether attributable to crude oil
or purchased products. The proposal was
made in that form, although more re-
strictive than the statutory requirement,
for purposes of administrative simplicity,
but comments were requested as to
whether increased costs of crude oil
should be segregated from increased
costs of purchased produets for purposes
of complying with this aspect of the
EPCA limitation on the earryforward of
unrecovered increased costs of erude oil.
On the basis of the comments received,
FEA has concluded that it is not only
possible, but necessary to maximize fu-
ture equity in pricing, to segregate unre-
couped increased costs of crude ofl from
the unrecouped costs attributable to pur-
chased products.

The original FEA proposal s, there-
fore, not adopted in this respect. FEA
instead hereby adopts certain modifica-
tions to the definitions of “inecreased cost
of ... products . .. purchased or landed"”
(represented by the letter “B” in the re-
finers’ price formulae) and the definition
of the so-called “banked costs” (repre-
sented by the letter “G” in the refiners’'
price formulae) contained in § 212.83(c)
and to the related portions of § 212.83

. (e). These modifications serve prospec-

tively to distinguish the treatment of
crude oil costs from the treatment of
costs of purchased products for the pur-
pose of computing separately unre-
couped amounts of each to be carried
orward.

£

It should be noted that these amend-
ments do not affect the use of the term
“increased product costs” as defined in
§212.83(h) to Include both Increased
erude oil costs and increased costs of
purchased products.

E. MODIFICATION OF THE EPCA TWO-MONTH
LIMITATION: ON THE PASSTHROUGH OF
CRUDE OIL COST INCREASES BY APPRO-
PRIATE FINDINGS

In order fo permit passthrough of in-
creased crude oil costs which are not re-
covered within two months of the month
in which they were incurred, section
4(b) (2) (B) (D) (II) (aa) of the EPCA re-
quires findings to be made that such
passthrough “is necessary to alleviate
the impact on refiners, marketers, or
eonsumers, of significant increases in
costs, to provide for equitable cost re-
covery . . ., or to avoid competitive dis-
advantage . . .” This requirement is
stated in the alternative, and making
any one of the three findings is sufficient
to support permitting such passthroughs.
After analysis of all written comments
and oral presentations at the hearing,
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FEA has concluded that all three con-
sequences would result if crude oil cost
increases were required to be recouped,
if at all, within two months, and there-
fore has made the necessary findings.
These findings are attached to this rule-
making and are simultaneously being
submitted by FEA to the Congress as
required in section 402 of the EPCA.

Although the required findings are be-
ing made, section 4(b)(2)(B) (iD) (XD
(bb) of the EPAA further limits the
amount of any passthrough of banked
costs so that it cannot exceed, in any
month, ten percent of the highest total
amount of such umrecovered crude oil
cost increases measured as of the end of
any month beginning with February
1976, through the month for which the
computation is being made. In conjunc-
tion with the findings, therefore, amend-
ments to §212.83(e) limiting in this
manner the passthroughs of increased
costs of crude oil more than two months
after they were incurred are adopted.

In this regard, it should be noted that
a number of the comments referred to
§212.83(c) (5)  of the regulations then
in effect, which generally limited the
amount of “banked” costs which could
be used in any month to: €¢1) The
amount needed to maintain the previ-
ous month’s prices, plus (2) ten percent
of the highest amount of “banked” costs
in any month since October 1974. Those
comments noted that the FEA proposed
to implement the EPCA restrictions on
the use of “banked” costs by omitting
the first provision, which permitted use
of “banks” in whatever amounts needed
to maintain prices. However, this “price
maintenance’ provision is no longer per-
missible under the new limitations im-
posed by the EPCA and is therefore pur-
posely revoked.

C. APPLICATION OF THE EPCA TEN PERCENT
LIMITATION ON THE PASSTHROUGH OF
CRUDE OIL COST INCREASES NOT RECOV-
ERED WITHIN TWO MONTHS

FEA proposed to apply the statutory
ten percent limitation on use of unre-
covered costs on a product category
basis, although not required to do so by
the EPCA. FEA’s notice stated that re-
finers had been, in effect, required to
compute “banks” for each of the products
or product categories represented by the
symbol “i” in the §212.83(c) refiners’
formulae—at that time gasoline, No. 2
oils, and general refinery products—and
that the ten percent limitation was pro-
posed to be applied so that ne more than
ten percent of any of the separate
“banks" attributable to individual prod-
uct categories could be used in any one
month. Comments were requested, how-
ever, on whether the ten percent limi-
tation should be applied only to the ag-
gregate amount of unrecovered increased
crude oil costs, rather than to individ-
ual product categories.

The amendment adopted today re-
stricts the application of the limitation
fo the total amount of all such unrecoy-
ered net crude oil cost increases in ac-
cordance with the statutory language,
rather than applying the limitation on a
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product category basis. Comments re-
ceived in this proceeding indicated that
this approach was necessary to provide
added pricing flexibility which, in turn,
would help serve to alleviate serious
disincentives to normal build-up of in-
ventory for seasonal products, such as
No. 2 oils. Thus, any or all of each par-
ticular product’s or product category’s
“banks,” (i.e., (1) unrecouped increased
costs attributable to crude oil and pur-
chased product computed as of Janu-
ary 31, 1976 or (2) costs of crude oil not
recouped within two months of the
month in which incurred) may be used
in a month, provided only that ten per-
cent of each refiner’s total amount of all
such “banked” costs may be used in one
month.

D. THE ORDER OF RECOUPMENT OF INCREASED
COSTS

Many of the comments received by
FEA pointed out that the proposed reg-
ulations were silent as to the order in
which the various categories of increased
costs would be deemed to have been
recouped by refiners in their prices for
covered products. A new § 212.85 is there-
fore being adopted, stating the order in
which increased costs will be deemed to
have been recouped.

Under FEA price regulations (both
prior to today’s amendment and as
amended), refiners determine their “in-
creased product costs™ (coraposed of in-
creased crude oil and purchased product
costs) on a calendar month basis, by tak-
ing the difference between their May
1973 weighted average crude oil (and
product) cost per barrel and their
weighted average crude oil (and prod-
uet) cost per barrel for the month for
which increased costs are being meas-
ured, and then multiplying each per bar-
rel amount by the number of barrels of
crude oil (and product) purchased in
that month (exclusive of certain
amounts, such as crude oil and other
covered products to be used as refinery
fuel). The total dollar amount of in-
creased crude oil (and product) costs
which is thus determined for a calendar
month may not be passed through in
prices for products which are above a re-
finer's May 15, 1973 prices until the cal-
endar month following the month in
which they were incurred and measured.

To the extent that the total amount of
a refiner’s increased costs of crude oil
incurred in one calendar month (the
“month of measurement”) is not re-
covered in prices charged during the fol-
lowing calendar month (the “current
month"), such increased costs may be
carried forward or “banked” and passed
through in prices charged in subsequent
months, subject to certain limitations.
Non-product costs may not be “banked”
and are therefore considered to be re-
couped only after all available “increased
product costs” (increased costs of crude
oil and of purchased products) have been
applied to establish “base prices.”

Many refiners commented on the nec-
essary interaction of the permitted
order of recoupment of the categories of
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increased costs with the EPCA provision
that increased costs of crude oil incurred
as of January 1976 and thereafter may
only be recouped without limitation dur-
ing the first two months after the month
in which they were incurred. If FEA
were not to distinguish the one-month-
old-costs *“bank™ from other “banks,”
and simply required that month of meas-
urement costs be recouped hefore one-
month-old “banked” costs attributable
to crude oil, the comments correctly ex-
pressed concern that the two-month lim-
itation of the EPCA would be effectively
converted to a one-month limit on re-
coupment of costs. FEA therefore has, in
the amendments adopted today, dis-
tinguished among the various categories
of unrecovered increased costs, and spec-
ified the required order of recoupment.

Except for the complexities introduced
by the statutory two-month and ten per-
cent limitations, the order specified in the
new § 212.85 is the same as that under
the regulations previously in effect. The
month for which prices are being deter-
mined is referred to in the refiner’s price
regulations as the “current month” or
“u;"” the prior month is referred to as
the “month of measurement” or “t.” For
purposes of the new regulations, the
month two months prior to the current
month is now referred to as “t-1.” In-
creased costs will be considered to be
recouped in the current month as fol-
lows:

First. All increased costs of crude oil
incurred during the month two months
before the current month (“t-1") and
not passed through in the immediately
preceding month (“t"),

Second. All increased costs of crude
oil incurred in the month of measure-
ment (“t"),

Third. (a) Increased costs of crude oil
incurred after December 31, 1975 and
three or more months before the current
month and mnot previously passed
through, provided that the amount
passed through in the current month
does not exceed ten percent of the high-
est total such amount as of the end of
any month after February 1976 (no such
costs will exist until March 31, 1976),

(b) Increased product costs (crude oil
or purchased products) incurred through
December 31, 1975 and not passed
through as of January 31, 1976, and not
passed through in any subsequent month
through the immediately preceding
month (“t*), Provided, That the amount
passed through in the current month
does not exceed ten percent of the total
such amount as of January 31, 1976,

Fourth. Increased costs attributable to
purchased products incurred in January
1976 or thereafter, and represented by
the revised symbol “B” in the formulae in
§ 212.83(c), may be passed through in
any month after the month in which
they were incurred, and

Fifth. Increased non-product costs,
which must be recouped last.

Refiners are required to calculate, as
of the last day of each month, for each
product or group of products represented
by the symbol “i” in the § 212.83(c)
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formulae, the amount of each of the five
types of costs used in computing prices
for that month and the extent to which
they were recouped. Records of such
computations must be maintained and
kept available for use by FEA auditors.

E. SUMMARY OF AMENDMENTS TO REFLECT
THE EPCA LIMITATIONS ON THE CARRY~
FORWARD OF TUNRECOUPED INCREASED
CRUDE OIL COST

Pursuant to the amendments adopted
today, the following requirements are
made effective:

First, refiners are required to compute
unrecouped increased costs of crude oil
and costs of purchased products, as of
January 31, 1976 and unrecouped in-
creased costs of crude oil as of the end
of every month thereafter.

Second, refiners are permitted to use
“increased product costs” (whether at-
tributable to crude oil or purchased prod-
uct) in computing prices only subject to
the following limitations:

(a) Increased crude oil costs incurred
in any month beginning as of January
1976 (and thereafter) may be recouped
without limitation during the two imme-
diate subsequent months:

(b) Increased crude oil costs incurred
during January 1976 or any month there-
after and not recouped within two
months after the month in which they
were incurred may be recouped in any
month after those two months, provided
that the portion recouped in any such
following month is not more than ten
percent of the highest total amount of
all of such unrecouped increased crude
oil costs computed as of the end of any
month;

(¢) Increased purchased product costs
incurred during January 1976 or any
month thereafter may be recouped with-
out limitation during any subsequent
month; and

(d) Not more than ten percent of all
unrecouped increased crude oil and pur-
chased product costs (which have under
previous regulations been computed as a
single amount) computed as of January
31, 1976 may be recouped in product
prices in any future month,

IV. PROPORTIONATE ALLOCATION OF COSTS

Section 402 of the EPCA also amends
section 4(b) (2) of the EPAA to include
the following new provision with respect
to the distribution of increased costs:

(2) In specifying prices (or prescribing
the manner for determining them), the
regulation under subsection (a)—

(D) shall not permit more than a direct
proportionate distribution (by volume) to
Number 2 ofls (Number 2 heating oil and
Number 2-D diesel fuel), aviation fuel of &
kerosene or naphtha type, and propane pro=-
duced from crude oil, of any increased costs
of crude oil incurred by a refiner; except that
the President may, by amendment to the
regulation under subsection (a) or by order,
permit deviation from such proportionate
distribution of costs, if the President finds
that refinery operations justify such deviation
and further finds that to permit such devia-
tion is consistent with the attainment of the
objectives in paragraph (1) and would not
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result in inequitable prices for any class of
users of such product,

Under FEA regulations in effect until
these amendments, refiners allocated in-
creased crude oil costs to three categories
of products: No. 2 oils, gasoline, and gen-
eral refinery products (which includes all
covered products other than gasoline and
No. 2 oils) . No more than a proportionate
allocation of costs could be attributed to
the categories of No. 2 oils and general
refinery products, as well as the product
propane which was included in the cate-
gory of general reflnery products but
subject to a “special rule.” Gasoline, how-
ever, could receive a disproportionate
share of increased crude oil costs which
would otherwise be attributed on a pro-
portionate basis to the categories of No.
2 oils or general refinery products. Simi-
larly, within the general refinery prod-
ucts category, all products except pro-
pane could receive a disproportionate
share of the costs attributed to that
product category.

With respect fo the new EPAA provi-
sion on proportionate pricing, it should
be noted first that the Conference Com-
mittee, as stated in the Conference Re-
port, fully intended to preserve the ex-
isting flexibility to assign less than a
proportionate amount of increased costs

-to propane or home heating oil, as for

example, in the existing regulations,
which permit more than proportionate
amounts of increased costs to be assigned
to gasoline. See: Conf. Rep. No. 94-516,
94th Cong., 1st Sess., (1975) , p. 198.

It should also be noted that FEA has
concluded that the new provision is sat-
isfled by a price rule which measures
the proportionality of increased crude
oil costs apportioned to a particular
product category on an annual basis, as
has been required under the provisions
of the special propane rule (See discus-
sion under “Propane Refined from Crude
O1il,” below). This new provision of the
EPAA merely adds “aviation fuel of a
kerosene or naphtha type” to the prod-
ucts or product categories to which not
more than a proportionate amount of
increased crude oil costs may be as-
signed, and elevates the current regu-
latory requirement with respect to No. 2
oils and propane produced from crude
oil to the level of a statutory require-
ment.

The proposed amendments regarding
proportionate pricing of aviation jet
fuel and propane refined from ecrude oil,
and the method for allocating increased
crude oil costs among product categories
are discussed separately.

A. AVIATION JET FUEL

Under the refiner price regulations in
effect at the time of the proposed amend-
ments, aviation fuels constituted one of
the several products or product cate-
gories within the category of “general
refinery products”. Refiners are per-
mitted under § 212.83(c) (1) (ii) to ap-
portion ‘the total amount of increased
product costs attributable on a volu-
metric basis to the category of general

refinery products among particular prod-
ucts (except propane) within that cate-
gory in whatever amounts they deem
appropriate.

To implement the proportionate pric-
ing provision of section 4(b) (2) (D) of
the EPAA, FEA adopts essentially as pro-
posed the amendments fo §§ 212.31 and
212.83 of the regulations applicable to
aviation fuels of a kerosene or naphtha
type, as follows:

First, a new defined term, “aviation
jet fuel,” is adopted, to mean “aviation
fuel (kerosene-type) and aviation fuel
(naphtha-type).”

Second, the same proportionate pric-
ing provisions as are now applicable to
No. 2 oils are made applicable to “avia-
tion jet fuel,” with “aviation gasoline”
to remain a general refinery product.

Third, with respect to unrecovered in-
creased product costs attributable to
general refinery products which have
been incurred through December 31, 1975
and not recovered in prices charged
through January 31, 1976, not more then
a proportionate amount will be permitted
to be carried forward for application to
prices for the new category of aviation
jet fuel, The proportion of such costs
which may be applied to aviation jet
fuel prices will be not more than the
ratio which a refiner’s total dollar sales
of aviation jet fuel bore to its total dol-
lar sales of all products in the general
refinery products category during cal-
endar year 1975, The portion of a re-
finer’s January 31, 1976 “banked” costs
which may be applied to future prices
of aviation jet fuel is to be determined
according to 1975 dollar sales, rather
than by reference to 1975 sales by vol-
ume, in order to simplify the calcula-
tion of this amount. Also, the amend-
ment makes clear that the amount of
the January 31, 1976 “bank” allocable
to aviation jet fuel is a maximum, and
need not be applied to aviation jet fuel
if the refiner decides, instead, to apply
some or all of that amount to general
refinery products.

A separate amount of unrecouped in-
creased crude oil and purchased product
costs, as of January 31, 1976 and of un-
recouped increased crude ofl costs for
each month thereafter, will be computed
for aviation jet fuel, just as is now and
was previously required with respect to
No. 2 oils.

It should be noted that the new defini-
tion of “aviation jet fuel” does not affect
the use of the term “aviation fuels,” as
it appears in § 212.93(h) of the regula-
tions, pertaining to increases in prices
by resellers and retailers to reflect non-
product cost increases for all aviation
fuels including aviation gasoline.

Fourth, a clarifying amendment has
been made in the price rule for aviation
jet fuel. The word “item” has been de-
leted, since comments received by FEA
suggested that that word had been mis-
understood by refiners after its intro-
duction in April 1974. (39 FR 12995, April
10, 1974). The term “covered product”
has been used in this rule to clarify that
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no distinetion in the application of in-
creased product costs is permitted to be
made between the two types of jet fuels.

B. PROPANE REFINED FROM CRUDE OIL

1. FEA Proposal, In order to imple-
ment the proportionate pricing provision
of section 4(b) (2) (D) of the EPAA, FEA
proposed amendments to §212.83 of the
regulations applicable to propane pricing
as follows. For purposes of Subpart E of
Part 212, propane refined from crude oil
was proposed to be treated separately
from propane purchased or recovered
from natural gas or natural gas liquids
by the same firm. In general, the same
proportionate pricing provisions as were
applicable to No. 2 oils (and which have
been made applicable to aviation jet
fuel) were proposed to be made appli-
cable to propane refined from crude oil,

with all other propane to remain.a gen-

eral refinery product.

In order to accomplish this change,
that portion of a refiner's unrecovered
increased costs of crude oil attributable
to general refinery products which were
incurred through December 31, 1975 and
not recovered in prices charged through
January 31, 1976, which could be applied
to propane refined from crude oil was
proposed to be calculated in the same
way as the portion of the general re-
finery products “bank” which is deter-
mined to be attributable to aviation jet
fuel.

Propane recovered from natural gas or
natural gas liquids would have continued
to be a general refinery product. It would
also have continued to be subject to the
provisions of the current annually-
measured “special propane rule.” Under
former FEA regulations regarding the
pricing of propane, including § 212.83(c)
(1) (ii1), the “special propane rule,” and
§212.167(e) as those regulations have
been proposed to be extended (see 40 FR
49122, October 21, 1975), no more than a
proportionate amount of increased costs
was permitted to be apportioned to pro-
pane during a twelve-month period from
August through July, whether the pro-
pane was purchased, recovered from na-
tural gas, or refined from crude oil.

2. Special Propane Rule. After further
consideration, FEA has concluded that
the provisions of the special propane rule
comport with the requirements of § 4(b)
(2) of the EPAA as amended by section
402 of the EPCA. In explaining the “pro-
portionate pricing” requirement, the
Conference Report states:

This provision also prohibits the distribu-
tion by volume any increase in the cost of
crude oil to Number 2 oils, aviation fuel, and
propane produced from crude ofl in greater
than a directly porportionate amount. Under
current regulations, refiners are not per-
mitted to pass-through crude oil cost in-
creases on a greater than directly propor-
tionate by volume basis to Number 2 oils,
heating oll and diesel fuel and propane. This
provision adds aviation fuel to this propor-
tlonate pricing formula and elevates the reg-
ulatory scheme to statutory status. (Em-
phasis added.) Conf. Rep. No. 94-516, 94th
Cong., 1st Sess. (1975), p. 198.
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It should, however, be noted that, fol-
lowing the paragraph quoted above the
conferees included a further statement
which might be construed as requiring a
more complex method of measuring pro-
portionality than that required under
FEA's annualized special propane rule:

Such proportionality in cost passthroughs
pertaining to these three categories of re-
fined petroleum products applies to all net
increases in the cost of crude ofl, Including
those Incurred in the month preceding the
effective date of the conference substitute’s
pricing formula and passed through within
the allowable 80 days, those incurred In the
month preceding the effective date and
passed through after the 60 day limitation,
pursuant to the appropriate Presidential
findings, and the ten percent limitation, and
all such costs incurred before the effective
date of the Act's pricing program and subject
to the appropriate ten percent passthrough
limitations. Conf. Rep., p. 188.

FEA believes that this paragraph de-
scribes three generic categories of in-
creased crude oil costs as to which pro-
portionate passthrough is required; that
is, that the paragraph states that the
various kinds of “banks” are not real-
locable among products to avoid the pro-
portionate pricing restraint, but that the
paragraph does not set forth any par-
ticular time period over which propor-
tionality is to be measured. A possible
construction of the paragraph, however,
might be that the “proportionate pric-
ing” requirements of the EPCA be meas-
ured with respect to each product for
each of the three time periods described.
However, the meaning of the paragraph
is ambiguous, at best, and there is noth-
ing in the text of the EPCA to indicate
that the proportionate pricing require-
ment is not met by the existing “special
propane” rule requiring proportionality
on an annual basis. Nevertheless, if a
contrary construction were to prevail, an
annual special propane rule would not be
sufficient to comply with the statutory
requirements.

However, even if section 4(b) (2) of the
EPAA were construed as requiring a reg-
ulation measuring the proportionate
passthrough of the increased costs of
crude oil over some period shorter than
the annual period referenced in the spe-
cial propane rule, section 4(h) (2) (D) of
the EPAA permits the regulation re-
quired under section 4(a) of the EPAA to
deviate from the proportionate distribu-
tion of costs requirement of section 4(b)
(2) of that Act upon a finding that: (1)
Such deviation is justified by refinery
operations; (2) the deviation adopted is
consistent with the attainment of the
objectives of section 4(b)(1) of the
EPAA; and (3) the deviation will not re~
sult in inequitable prices for any class of
user of the product.

FEA requested specific comments in
this rulemaking proceeding that would
tend to support the findings required
under section 4(b) (2) (D) of the EPAA,
particularly with respect to propane.
Upon analysis of the comments sub-
mitted in this proceeding and other avail-

able data, the FEA has determined that
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its current special propane rule, which
requires proportionate pricing on an an-
nual basis, should be maintained. Fur-
ther, to the extent that continuation of
this rule might be construed as incon-
sistent with the proportionate pricing
requirement of section 4(b)(2) of the
EPAA, FEA has made the following find-
ings necessary to permit deviation from
the requirement of that section.

(A) JUSTIFICATION OF DEVIATION FROM PRO-
PORTIONATE PRICING REQUIREMENT BASED
ON REFINERY OPERATIONS

The demand for propane fluctuates
widely on a seasonal basis. The period
of November through February has his-
torically represented the peak demand
period for this fuel. Overall demand for
propane during each of the past three
winter seasons has exceeded the total of
U.S. production and imports of the fuel
during the same time periods by millions
of barrels. This is due in large measure
to the fact that refinery and gas plant
production of propane remains relatively
stable throughout the year. In order to
meet demand during the winter, refiners
have stored large volumes of propane
produced during the off-season, when
demand is less than U.S. production and
imports. This inventory build-up has not
been discouraged under prior FEA price
regulations, in part because increased
product costs (including the increased
cost of crude oil attributable on a vol-
umetric basis to propane refined from
crude oil which remain unrecovered in
prices charged during the off-season)
were permitted to be carried forward for
recovery in propane prices charged dur-
ing the peak season. In addition, by plac-
ing propane in the category of general
refinery products, prior regulations per-
mitted increased product costs to be
disproportionately applied to propane
prices during the winter, provided that
no more than a directly proportionate
amount by volume of such costs was
gpplleg to propane prices on an annual

asis.

The limitations now placed by the
EPCA upon the carryforward of unre-
covered increased crude oil costs could
operate as a disincentive for refiners to
continue inventory build-ups of propane
during the off-season, if applied so that
refiners were not assured that the entire
amount of costs attributable to such in-
ventory would be permitted to be re-
covered during the peak demand period.
The limitation on the apportionment of
increased crude oil costs to propane
prices, if applied on a monthly basis,
would operate as a further disincentive
in this regard.

The proposed monthly proportionate
pricing provision for propane refined
from crude oil, when coupled with the
cost carryforward limitation, would op-
erate as an incentive to maintain high
propane prices during the off-season to
ensure recovery by refiners of as great
an amount as possible of their increased
crude oil costs attributable to propane.

Such prices would, in turn, operate as a
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disincentive to propane marketers to
increase their propane stocks during the
off~season. The probable result would be
that inventory levels during the winter
would be insufficient to compensate for
the excess of demand over production,
from refinery and gas plant operations,
during the peak season. Thus, the impact
of the proposed monthly proportionate
limitation on the apportionment of in-
creased crude costs to propane would be
twofold: jeopardy for refiners in their
efforts to recover the entire amount of
their increased costs attributable to pro-
pane; and dislocation of the historical
supply pattern for propane during the
peak season. By extending the special
propane rule, which measures propor-
tionate distribution of costs on an annual
basis, the FEA intends to provide re-
finers the necessary flexibility to vary
propane prices to refiect seasonal de-
mand fluctuations and thereby to con-
tinue current price incentives for the
build-up and maintenance of inventories
sufficient to meet demand during the
winter.

(B) ATTAINMENT OF THE OBJECTIVES SPECI~
FIED IN SECTION 4(b) (1) OF THE EPAA,

The objectives of the EPAA listed in
section 4(b) (1) require, in part, that
FEA regulations shall, to the maximum
extent practicable, provide for:

(A) protection of public health, safety,
and welfare (including maintenance of
residential heating, such as individual
homes, apartments, and similar occupied
dwelling units), and the national
defense;

- * » « »

(C) maintenance of agricultural oper-
ations, including farming, ranching,
dairy, and fishing activities, and services
directly related thereto;

(D) preservation of an economically
sound and competitive petroleum indus-
try; including the priority needs to re-
store and foster competition in the pro-
ducing, refining, distribution, marketing,
and petro-chemical sectors of such in-
dustry, and to preserve the competitive
viability of independent refiners, small
refiners, nonbranded independent mar-
keters, and branded independent mar-
keters;

. * . L ®

(F) equitable distribution of crude oil,
residual fuel oil, and refined petroleum
products at equitable prices among all
regions and areas of the United States
and sectors of the petroleum industry,
including independent refiners, small
refiners, nonbranded independent mar-
keters, branded independent marketers,
and among all users;

- - - . »

(H) economic efficiency; and

(I) minimization of economic distor=
tion, inflexibility, and unnecessary inter-
ference with market mechanisms.

In light of the circumstances deseribed
in section (a) above, the FEA has found
that requiring the proportionate alloca«
tion to propane of the increased costs
of crude oil to be measured on a monthly
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basls would impair the attainment of
each of the EPAA section 4(b) (1) objec-
tives listed above. Preservation of an
economically sound and competitive pe~
troleum industry, the promotion of eco-
nomic efficiency, the minimization of
economic distortion, inflexibility, and
unnecessary interference with market
mechanisms would necessarily be im-
paired whenever the recovery of.a sub-
stantial amount of increased costs is
jeopardized.

Moreover, the maintenance of residen-
tial heating and agricultural operations
during the heating and crop drying sea-
sons, as well as the equitable distribution
of propane, would be impaired by the
possibility of supply dislocations, result-
ing from a decline of historic propane
inventory levels. Accordingly, the FEA
has defermined that extension of the spe-
cial propane rule in its prior form is
both consistent with and necessary to
the attaiment of the 4(b) (1) objectives.

(C) EQUITABLE PRICES TO ALL USERS OF
PROPANE

The ‘“‘special propane rule” extended
today deviates from the rule proposed
in FEA’s January 7, 1976 Notice only in
the period over which the measurement
of the proportionate distribution of in-
creased costs is to be made. Proportionate
distribution of increased product costs
to prices charged for propane is a pri-
mary requirement of the propane price
rule. Moreover, the rule requires that all
increased product costs attributable to
propane, including erude oil costs, natu-
ral gas shrinkage costs, natural gas
ligquids costs, and purchased propane
costs, be aggregated for apportionment
to a refiner’s propane prices to all classes
of purchaser. Thus, the rule adopted to-
day permits no deviation from the prior
price rules respecting allocation of costs
to prices charged to various classes of
purchaser of propane. It should also be
noted that during the long course of the
operation of the special propane rule,
FEA has never had reason to conclude
that it in any manner permitted inequi-
table prices to be charged to users of
propane.

3. Amendments adopted. Although
FEA hereby adopts the annual “special
propane rule” essentially as first pro-
posed in its October 21, 1975 Notice of
Proposed Rulemaking, FEA has not yet
completed that rulemaking proceeding.
The various issues raised in the October
1975 proceeding will continue to be con-
sidered by FEA. Specifically, the use of
August 1 as the beginning of the annual
period, and the requirement (in para-
graph (d) below) that refiners not carry
over unrecovered increased costs from
one annual period into the next will be
further considered. Since refiners are
required under the EPCA and the regu-
lations adopted today to compute
“banks” as of January 31, 1976 and re-
coup each month only up to ten percent
of such “banks,” some modifications in
the provision deseribed in paragraph (d)
below may be required.

Under § 212.83(¢) (1) (iiD), as proposed
in October 1975 to be extended and

adopted today, a refiner in computing
prices for propane, on an annual basis
for prices set from August 1 through
July 31:

(a) may not apportion to propane
prices a greater percentage of the in-
creased costs of crude oil incurred during
July 1 through June 30 than the per-
centage that the volume of propane sold
during August 1 through July 31 which
is produced from crude oil is to the total
volume of all produets produced from
crude oil and sold by that refiner during
August 1 through July 31,

(b) may apportion to propane the in-
creased cost of propane purchased, dur-
ing July 1 through June 30,

(¢) may apportion to propane the in-
creased product costs of propane pro-
duced from natural gas, during July 1
through June 30,

(d) may not include in propane prices
any increased product costs incurred
prior to July 1 and not recovered by
July 31.

As stated in Section III above, FEA
hereby adopts a new § 212.85, to specify
the order in which various categories of
increased costs will be deemed to have
been recovered. Paragraph (b) of
§ 212.85 specifies that firms that are both
refiners of propane from crude oil and
processors of propane recovered from
natural gas will be deemed to have re-
covered increased costs attributable to
propane in the following manner.

Refiner/processors are required to
combine and recoup all “increased prod-
uct costs” calculated pursuant to Sub-
parts E and K, before recouping any
increased non-product costs pursuant to
either Subpart. Refiner/processors are
also required as of the last day of each
month to calculate and keep records of
what amounts of each of the various
categories of costs were used in com-
puting prices for that month and what
amounts of each category were recouped,

C. INCREASED CRUDE OIL COST ALLOCATOR

FEA also proposed to modify the
method whereby the proportionate
amount of increased costs of crude oil
attributable to particular products is de-~
rived. Under the regulations then in ef-
fect, the proportion was derived, in es-
sence, by multiplying a refiner’s total
amount of increased cost of crude oil
for a month by the ratio that the volume
of the product in question estimated to be
sold in the current month hears to the
volume of all covered products estimated
to be sold in the current month. This ra-
tio was set forth in the price formulae
of § 212.83(c) (2) as the term “V,*/V"."

The estimated sales volumes expressed,
in both the numerator of the fraction
(V1*) and the denominaotr (V*) include
(except with respect to propane), sales
attributable to products which are pur-
chased and resold by a refiner, as well as
the sales attributable to products re-
fined by that refiner. Although use of
total sales for the purpose of allocating
the increased cost of crude oil simplifies
the regulations—refiners are not re-
quired to compute subtotals of their
sales according to whether the product
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was purchased or refined—and does not,
in most cases, make any significant dif-
ference in the ratio that is used, it nev-
ertheless introduces a certain amount
of distortion into the allocation of in-
creased costs of crude oil among prod-
ucts, particularly for certain small re-
finers with large volumes of purchased
product. Increasing both the numerator
and the denominator of the fraction, by
the amount of product purchased for re-
sale, has the effect of allocating a greater
proportion of increased crude oil costs
to those products where a refiner supple-
mented its production with product pur-
chased for resale than would be allocakle
if the refiner made no such purchases.

Accordingly, in order to assure a more
representative volumetric allocation of
the increased cost of crude oil, FEA pro-
posed to amend the definitions of the
allocator factor of the §212.83(c)(2)
price formulae to be “R1“/R"’, defined
to include only the estimated sales vol-
umes of products refined by the refiner
concerned, and to exclude sales volumes
attributable to products purchased by
the refiner.

A number of comments were received
from refiners objecting to the proposed
mandatory use of the “R,/R"” ferm.
Those refiners opposed the added com-
plexity the new term would introduce,
stated that the difference between the
terms was negligible, or maintained that
it was not possible to segregate sales
volumes in a particular month accord-
ing to source—whether refined or pur-
chased. Other refiners reiterated the neg-
ative impact of the current “V,"/V"" al-
locator on their pricing policies. FEA,
therefore, proposes to permit each re-
finer, as of February 1, 1976, to choose
one allocator or the other. Once an al-
locator fraction is chosen, no other may
be chosen except as discussed in para-
graph B of section V. below.

On the basis of the comments received,
FEA has determined that the allocator
factor initially proposed is, however, too
imprecise. Thus a factor “R.'/R'” is
adopted, but is defined as the volume of
the covered product or products of the
type “i"” refined by or on behalf of the
refiner during the period “t” divided by
the total volume of products refined dur-
ing the period “t.”

V. MISCELLANEOUS AMENDMENTS

A. Assignment of costs as units are
refined. A number or refiners commented
that the FEA regulations (as they existed
prior to this amendment and as
amended) distribute crude oil costs in-
curred both to product produced and
sold and to product produced and placed
in inventory. Amounts not recouped be-
cause product produced and sold is priced
at less than base prices, as well as
amounts not recouped because some pro-
duction is placed in inventory, are cur-
rently included In the computations of
“banks.” Refiners commented that un-
recouped increased costs of crude oil
purchased and held in inventory before
refining are also currently included in
the computation of ‘“banks.” FEA be-
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lieves that the unrecouped increased
costs or “banks" associated with crude
oil held in inventory and with production
placed in inventory are distinguishable
from underrecoupments because of sell-
ing prices set below base prices and need
not be subjected to the carryforward
limitations contained in Section 402 of
the EPCA. Adoption of changes to the
regulations which would permit main-
taining such distinctions in computa-
tions under the formulae in § 212.83(¢)
are very complex, however, and are still
being considered for possible proposal by
FEA in a subsequent rulemaking pro-
ceeding.

B. Definitions of “Cost of Crude Oil”
and “Unfinished Oils.”” The definition of
the “cost of crude oil” in § 212.83(b)
is revised to reflect the amendments to
the domestic crude oil price regulations
issued today and to delete increased costs
of natural gas liquids as an element of
the increased cost of crude oil. Increased
costs of natural gas liquids are not sub-
jeet to the EPCA carryforward limita-
tions. To the extent that natural gas
liquids are processed in a crude oil re-
f.iery, their increased cosfs are to be
treated as an increased cost of purchased
product pursuant to the “B" factor of the
refiners’ price formulae, Increased costs
of natural gas liguids processed in a gas
plant are calculated pursuant to Subpart
K

The definition of unfinished oils is re-
vised to substitute the more precise term
“refining” for “processing.”

C. Non-product costs. FEA is consid-
ering issuing a notice of proposed rule-
making and public hearing to address a
number of the issues regarding non-
product costs raised in comments during
this rulemaking. Those issues include
the definition of “non-product costs” and
whether such costs should also be sub-
ject to the carryforward of unrecouped
increased costs provisions of the regula-
tions.

D. Disproportionate allocaiion of in-
creased crude oil costs to gasoline. Sub-
stantial complexities are introduced by
the limitations imposed with respect to
the increased cost of crude oil (repre-
sented by the symbol “A” in the refiners’
price formulae in § 212.83), the definition
of increased cost of purchased products
(represented by the symbol “B” in the
refiners’ price formulae in § 212.83), and
the provisions relating to the carryfor-
ward of unrecouped increased costs of
crude oil, Because of those complexities,
the optional disproportionate allocation
of “increased product costs” to gasoline
has been revised to pérmit only the op-
tional disproportionate allocation of in-
creased erude oil costs to gasoline.

VI. FURTHER COMMENTS

FEA recognizes that the statutory time
requirements of the EPCA have necessi-
tated an expedited rulemaking proceed-
ing on new and more complex price regu-
lations while additional time for public
consideration and comment would have
been desirable. Therefore, FEA welcomes
any further comments with respect to
improvements respecting FEA’s price
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rules that may be submitted in connec-
tion with the public hearings during Feb~
ruary on the Reevaluation of the Man-
datory Petroleum Allocation and Price
Regulations (Notice issued January 28,
1976, 41 FR 4727, January 30, 1976).
(Emergency Petroleum Allocation Act of
1973, Pub, L. 93-159, as amended, Pub. L. 83—
511, Pub. L. 94-99, Pub. L. 94-133 and Pub.
1. 94-163; Federal Energy Administration Act
of 1974, Pub, L. 93-275; Energy Policy and
Conservation Act, Pub, L, 84-163; E.O, 11780,
39 FR 23185).

In consideration of the foregoing, Part
212 of Chapter II, Title 10 Code of Fed-
eral Regulations is amended as sef forth
helow, effective immediately.

Issued in Washington, D.C., Febru-
ary 1, 1976.

MicHAEL ¥. BUTLER,
General Counsel,
Federal Energy Administration.

1. Section 212.31 is amended to revise
the definition of “unfinished oils” and
to add a definition of “aviation jet fuel”
as follows:

§ 212.31 Definitions.

* L * . .

“Aviation jet fuel” means aviation fuel
(kerosene-type) and aviation fuel
(naphtha-type).

» * - b .

“Unfinished oils” means all oils re-
quiring further refining {i.e., any opera-
tion except mechanical blending or use
as an additive.

2. Section 212.82 is amended by re-
vising paragraph (b) (1) and (3) as
follows:

§212.82 Price rule.
» « e . .

(b) Base price—(1) Definition. The
base price for sales of an item by & re-
finer is the weighted average price at
which the item was lawfully priced in
transactions with the class of purchaser
concerned on May 15, 1973, plus in-
creased product costs incurred between
the month of measurement and fthe
month of May 1973 and measured pur-
suant to the provisions of § 212.83. (De-
creases in product costs in successive
months of measurement are reflected in
reductions in the amount of increased
product costs incurred in such months
of measurement.) In computing the base
price, a firm may not exclude any tem-
porary special sale, deal or allowance
in effect on May 15, 1973.

(3) Aviation fet fuel. For purposes of
computing the base price pursuant to
this paragraph, aviation jet fuel shall
be treated as a single covered product.

< - - » -
§212.83 [Amended]

3. Section 212.83 is amended in para-
graph (b) by revising the definition of
“cost of crude oil” to read as follows:

(b) Definitions, For purposes of this
section—“Cost of crude oil” means (1)
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For purposes of domestic crude oil, the
first sale price or the purchase price if
the transaction occurs after the first
sale, provided that the first sale price
or purchase price conforms with the re-
quirements of Part 212, plus the cost
of transportation. The cost of domestic
crude oil also includes the cost of un-
finished oils which are used in refining
and are further refined and which are
covered products. (2) For purposes of
imported crude oil, the landed cost.

. * - - .

4, Section 212.83 is amended by revis-
ing paragraphs (¢) (1) (D, (e) (1) (iD) (B),
(e) (1) (iid) (A), (&) (D) vy, (e)(2) )
and (ii), and portions of (c) (2) (iil) to
read as follows:

(¢) Allocation of increased product
cost—(1) General rule—(i) No. 2 oils,
aviation jet fuel, and gasoline, In com=-
puting base prices for sales of No. 2
oils, aviation jet fuel, and gasoline, a
refiner may increase its May 15, 1973
selling price to each class of purchaser
each calendar month beginning with No-
vember 1973 by an amount to reflect the
increased product costs attributable to
sales of that covered product using the
differential between the month of meas-
urement and the month of May 1973
provided that the amount of increased
costs used in computing a base price is
calculated by use of the formula set forth
in paragraph (c)(2) (1) of this section,
and that the formula of paragraph (c)
(2) (1) of this section is computed sepa-
rately for No. 2 oils, for aviation jet fuel,
and for gasoline, and that the ainount of
increased product costs included in com-
puting base prices of No. 2 oils, of avia~
tion jet fuel, and of gasoline is equally
applied to each class of purchaser.

(ii) General refinery products. * * *

(B) For purposes of this section, each
of the following products 0r product
categories shall constitute “a particular
general refinery product”: aviation gaso~
line, benzene, butane, gas oil, greases,
hexane, kerosene, lubricant base oil
stocks, lubricants, naphthas, natural gas
liguids, natural gasoline, No. 1 heating
oil and No. 1-D diesel fuel, No. 4 fuel
oil and No. 4-D diesel fuel, propane, re-
sidual fuel oil, special naphthas (solv-
ents), toluene, unfinished oils, xylene,
and other finished products. A blend of
two or more particular covered products
is considered to be that particular cov-
ered product constituting the major pro-
portion of the blend.

(iil) Propane—(A) Special Propane
Rule. Notwithstanding the provisions of
paragraph (c) (1) (ii) of this section and
in addition to the requirements of para-
graph (e) of this section, a refiner in
computing base prices of propane for
each twelve-month period of August 1
through July 31:

(1) may not apportion to propane a
greater percentage of Increased cost of
crude oil purchased or landed in the
corresponding  twelve-month  period
July 1 through June 30 than the per-
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centage that the volume of propane sold
during the twelve-month period Au-
gust 1 through July 31 that was produced
by that refiner from crude oil is of the
total volume of all products (including
other than covered products) sold by it
during the same twelve-month period
that were produced by that refiner from
crude oil; and

(ii) may apportion to propane the in-
creased cost of propane purchased or
landed in the corresponding twelve-
mo(;lth period of July 1 through June 30;
an

(iii) may apportion to propane the in-
creased product costs attributable to
propane produced from natural gas dur-
ing the corresponding twelve-month
period July 1 through June 30, as de-
termined pursuant to the provisions of
§ 212.166; and

(i) may not apportion to propane
any increased product costs incurred
prior to July 1 of any year and not re~
covered through July 31 of that year.

(iv) Reallocalion of increased costs of
crude oil among product categories, as
of February 1, 1976. Increased costs of
crude oil allocable to No. 2 oils, aviation
jet fuel, and gasoline pursuant to para-
graph (¢) (1) (i) of this section and to
general refinery producfs pursuant to
paragraph (e) (1) (ii) of this section or
carried forward pursuant to paragraph
(e) of this section may be reallocated
among product categories each month
only as follows:

(A) General refinery products. To the
extent that a refiner does not allocate
its increased costs of crude oil for gen-
eral refinery products to base prices for
such products, it may instead allocate
that part of its increased costs of crude
oil for general refinery products only to
base prices for gasoline. No increased
costs of crude oil for general refinery
products may be reallocated to bhase
prices for No. 2 oils or aviation jet fuel.

(B) No. 2 oils. To the extent that a re-
finer does not allocate its increased costs
of crude oil for No. 2 oils to base prices
for No. 2 oils, it may instead allocate that
part of its increased costs of crude oil
for No. 2 oils only to base prices for gaso-
line. No increased costs of crude oil for
No. 2 oils may be reallocated to base
prices for general refinery products or
aviation jet fuel.

(C) Aviation jet fuel. To the extent
that a refiner does not allocate its in-
creased costs of crude oil for aviation jet
fuel to base prices for aviation jet fuel,
it may Instead allocate that part of its
increased costs of crude oil for aviation
jet fuel only to base prices for gasoline.
No increased costs of crude oil for avia-
tion jet fuel may be reallocated to base
prices for No. 2 oils or general refinery
products.

(D) Gasoline. No increased costs of
crude oil for gasoline may be reallocated
to base prices for general refinery prod-
ucts, aviation jet fuel, or No. 2 oils.

(2) Formulae—(i) No. 2 oils, avialion
jet juel, and gasoline.

For No. 2 oils, aviation jet fuel, and |

gasoline (i=1, i=2, and 1=3): 4
A‘(VT'.:)-FB‘-I-G;‘&H"
div=
Ve
or

A(BEY 1Bt Gesn
R sty &
Vi

Provided, That the formula elected to
be used, once elected, shall continue to be
used.

(ii) General refinery products.

For general refinery products (i=4):

d.-“ =

D= A(“’,—‘) Byt Gt — Hes
or
D= A F5 )+ Bt Go—Her

Provided, That the formula elected to be
used, once elected, shall continue to be
used.

(iii) Definitions. For purpose of para-
graphs (¢) (2) () and (e) (2) (il) of this
section:

d,*=The dollar increase that may be ap-
plied in the period “u'" to the May 15, 1973
selling price of the covered product or prod-
ucts of the type "i" to each class of pur-
chaser to ‘compute the base price to each
class of purchaser, except that the dollar in-
crease that may be applied’in the period “u"
to the May 15, 1973 selling price of gasoline
ito compute the base prices to the classes of
purchaser that purchase gasoline at retail
from a refiner at any service station operated
by employees of the refiner may be “d,""” plus
a maximum of $.03 per gallon of gasoline
provided that, In computing *“d,»* for gaso-
line, the numerator of the formula in clause
(1) of .this subparagraph is reduced by an
amount equal to the product of the actual
amount of cents per gallon increase added
to “d,"" above multiplied by the estimated
number of gallons of gasoline to be sold dur-
ing the period “u” at retail through service
stations operated by employees of the re-
finer. The formula for “d,*" must be com-
puted separately for i=1, for {=2, and for
=3,
D,*=The total dollar amount & refiner may
apportion in the period “u" to general re-
finery products (1=4) In whatever amounts
it deems appropriate to each particular gen-
eral refinery product, provided that the total
dollar amount for i=4 shall be reduced by
an amount equal to the total number of gal-
lons of benzene and toluene sold by the
refiner during the month of May 1973 multi-
plied by $£.20 and further multiplied by an
amount equal to the total number of barrels
of refinery input to crude ofl distillation
units processed during the month of meas-
urement and measured In accordance with
Bureau of Mines form 6-1300-M divided by
the total number of such barrels processed
during the month of May 1973. The formula
for “D,"" must be computed only once for
i=4 (all general refinery products).

Vt=The total volume of all covered prod-
ucts (other than propane, which shall be
included to the extent that it was refined by
the refiner from crude ofl) and all products
refined from crude oil other than covered
products estimated to be sold in the period
g
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,'=The total volume of a specific covered
produet or products of the type “i{” (other
than propane, which shall be included to the
extent that it was refined by the refiner from
crude oil) estimated to be sold in the period
o

R!'="The tfotal volume of all covered prod-
ucts refined by the refiner from crude oil and
all products refined by the refiner from crude
oil other than covered products in the period
wp

R,'=The total volume of & specific covered
product or products of the type “i” refined by
the refiner from crude oil in the period “t."”

. . - - *
B,=B,'+B,!»

“B,” Is, for i=1, 1=2, 1=38, and i=4, the
sum of the increased costs of the specific
covered product or products of the type “i"
purchased or landed on or after January 1,
1976 and prior to or during the period “t—1"
and not recovered in sales of that product
through the period “t” and the increased
costs of the specific covered product or prod-
ucts of the type “i”" purchased or landed on
or after January 1, 1876 in the period “t."”

B t=c*—c;*—¥, (q,"—4q,°)

“B,*" is the total increased cost of the
specific covered product or products of the
type “i” purchased or landed in the period
“t," provided such cost is not included In
computing “A'”. The cost of a specific cov~
ered product or products of the type “1" shall
include the cost of a specific covered product
or products not of the type “i" that are pur-
chased and refined or blended and that are
attributable to the production of the covered
product or products of the type "i". The cost
and quantity of covered products purchased
or landed that are consumed as refinery fuel
shall be excluded from this amount.

Where:

¢,°=The total cost of a covered product or
products of the type “i"” purchased or landed
in the period “o".

¢,'=The total cost of a covered product or
products of the type *i" purchased or landed
in the period *“t”.

q,°="The total quantity or volume of a cov-
ered product or products of the type “i" pur-
chased or landed in the period ‘0",

q,'=The total quantity or volume of & cov-
ered product or products of the type “i’* pur-
chased or landed in the pertod *“t"".

Y,=The lowest price at or above which at
least 10 percent of the product or products of
type “i" were priced in transactions during
the month of May 1973 or, if none occurred In
that month, the month next preceding May
1973 in which such transactions occurred.

Alternatively, the cost of the covered prod-
uct or products concerned during the month
of May 1973 may be used if computed by the
use of accounting procedures generally ac-
cepted and consistently and historically ap-
plied by the firm concerned, and provided
that the FEA has approved In writing of the
cost figures used.

“B,t-5* is the total increased cost of the
specific covered product or products of the
type “1" computed under “B *" for all months
through the month preceding the month of
measurement “t—1" beginning on or after
January 1, 1976 but not recovered In sales of
that product through the period “t."”

Gt =Tt — K, L ¢

“G,™ is, as of February 1, 1976, either: (1)

the total dollar amount of increased costs of
crude oll attributable to the covered product
or products of the type “i” to the period “t"
not recovered In sales of that product
through the period “t", that have been car-
ried forward pursuant to paragraph (e) of
this section; or (i) the total dollar amount
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by which increased costs of crude oil attrib-
utable to the covered product or products of
the type “i” to the period "t" have been
over-recovered in sales of that product
through the period *“t”, that must be sub-
tracted pursuant to paragraph (e) of this

‘Where:

Jit=The total dollar amount of increased
costs of crude oil attributable to the covered
product or products of the type “i” from Jan-
uary 1, 1976 to the period “t”,

Ki'=The total dollar amount of increased
costs of crude oil attributable to the covered
product or products of the type “1" and re-
covered by sales, from February 1, 1978
through the period “t" by adjusting the
May 15, 1973 selling prices pursuant to the
provisions of this subpart.

Li*=The total dollar amount of non-
product costs attributable to includable
amounts of commissions incurred during the
period “t” beginning with January 1, 1976
with respect to sales through consignee-
agents of the covered product or products
of the type “i". The includable amount of
commission incurred with respect to each
item sold through each consignee-agent is
the dollar amount per unit of volume by
which the commission in the period "t" ex-
ceeds the commission in effect on May 15,
1978, provided that the includable amount
shall be an amount reasonably intended to
cover increased non-product costs of the con-
signee-agent, and that it shall not exceed
the amount of the non-product cost price in-
crease that would be permitted if the con-
signee-agent ook title to the product it dis-
tributes and were a seller subject to § 212,93
(b) of this part.

And where:

Hy*=For i=1, {=2, and i1=—4, the portion,
if any, of the total dollar amount available
in the period “u” for inclusiomn in price ad-
justments to the product of the type “i" that
pursuant to paragraphs (e¢) (1) (iv) or (e) of
this section the refiner elects to include in
prices of gasoline for the period “u” (in
which case “Hi*” shall be subtracted); for
i=38, the portion, if any, of the total dollar
amount available in the period "u” for in-
clusion in price adjustments to No. 2 oils,
aviation jet fuel, or general refinery products
that pursuant to paragraphs (c¢) (1) (iv) or
(e) of this section the refiner elects to in-
clude In the price of gasoline for the period
“u” (in which case “Hi*" shall be added).

The type of covered product or products is
referenced by the subscript i:

i=1 represents No. 2 oils.

1 =2 represents aviation jet fuel.

i=3 represents gasoline.

i1=4 represents all general refinery prod-
uets.

The time period for measurement Is refer-
enced by the superscript; where:

o=the month of May 1973.

t=the month of measurement (the month
of measurement is the month preceding the
current month).

t-1=the month preceding the month of
measurement.

t-n=all months preceding the month of
measurement,

u=the current month. Quantities calcu-
lated for the current month will be estimates,
which shall be based on the best available
data.

5. Section 212.83 is amended by redes-
ignating paragraph (e) (3) as paragraph
(e) (8), by redesignating paragraph (e)
(6) as paragraph (e)(9), by adopting
new paragraphs (e) (3) and (e) (6), and
by revising paragraphs (e) (1), (e)(2),
(e)(4), (e)(5), and (e)(7) to read as
follows:

* * - - -
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(e) Carryover of costs—(1) Computa-
tion of amounts of increased product
costs carried over as of January 31,
1976—) For No. 2 oils and gasoline.
For purposes of calculating the total
amount of unrecouped increased product
costs of covered products of the type i=1
and i=3 that may be added to May 15,
1973 selling prices under the “G,*” factor
of the general formulae of paragraph
(¢) (2) of this section, subject to the
limitations of paragraph (e) (4) of this
section, as of January 31, 1976 (for
t=January, 1976), each firm shall cal-
culate the total amount of unrecouped
increased product costs of covered prod-
uets of the type i=1 and i=2 as defined
in paragraph (c) of this section as that
section existed on January 31, 1976. The
total amounts of unrecouped increased
product costs so calculated shall be at-
tributed to the product or products of
the type i=1 and i=3, respectively, as
defined in paragraph (c) of this section
as amended on February 1, 1976.

(ii) For general refinery products. For
purposes of calculating the total amount
of unrecouped Increased product costs
of covered products of the type i—4 that
may be added to May 15, 1973 selling
prices under the “G,"" factor of the gen-
eral formulae of paragraph (c¢) (2) of this
section, subject to the limitations of
paragraph (e) (4) of this section, as of
January 31, 1976 (for t=January 1976),
each firm shall calculate the total
amount of unrecouped increased product
costs of covered products of the type
i—3 as defined in paragraph (c¢) of this
section as that section existed on Janu-
ary 31, 1976. The firm shall then sub-
tract that amount of unrecouped in-
creased product costs attrivuted to avia-
tion jet fuel (1=2) pursuant to para-
graph (e) (1) (ii) of this section as
amended on February 1, 1976, The total
amount of remaining unrecouped in-
creased product costs so calculated shall
be attributed to the product or products
of the type i=4 as defined in § 212.83(¢)
as amended on February 1, 1976.

(iii) For aviation jet fuel. For pur-
poses of calculating the total amount of
unrecouped increased product costs of
covered products of the type i=2 that
may be added to May 15, 1973 selling
prices under the “G*" factor of the gen-
eral formulae of paragraph (e¢)(2) of
this section, subject to the limitations
of paragraph (e) (4) of this section, as
of January 31, 1976 (for t=January
1976), a firm shall (A) calculate the
total amount of unrecouped increased
product costs of covered products of the
type i=3 pursuant to § 212.83(e) as that
section existed on January 31, 1976 and
then (B) multiply by a fraction, the
numerator of which shall be the dollar
volume of aviation jet fuel sold during
1975, and the denominator of which shall
be the dollar volume of all general re-
finery products sold during 1975. Not
more than the total amount of unre-
couped increased product costs so cal-
culated may be attributed to the product
of the type i=2 as defined in paragraph
(¢) of this section as amendec on Feb-
ruary 1, 1976.
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(2) Computation of amounts of in-
creased costs of crude oii carried over as
of February 29, 1976 and thereufter. Be=-
ginning with February 29, 1976 (for
t=February 1976) and at the end of
each month thereafter, each refiner shall
calculate the total amount of unrecouped
increased costs of crude oi: incurred in
January 1976 or any month thereafter
attributable to the covered product or
products of the type “i” that may be
added to May 15, 1973 selling prices for
such products of the type “i"” under the
“G*" factor of the general formula of
paragraph (¢) (2) of this section as fol-
lows:

(1) ¥ in any month a refiner charges
prices for the covered product or prod-
ucts of the type “i” that result in the
recoupment of less than the total dollar
amount of increased costs of crude oil
calculated for such products of the type
“I" pursuant to the “A'” factor of the
general formulae of paragraph (c¢) (2)
of this section, the unrecouped amount
of increased costs of crude oil for the
covered product or products of the type
“i" may be added to the May 15, 1973
selling prices for such products of the
type “i” to compute base prices for that
covered product or products for the im-
mediately subsequent month, and

(i) any remaining amount of such
unrecouped increased costs of crude oil
computed for the covered product or
products of the type “1" for such month
that is not recovered in the immediately
subsequent month may be added to
May 15, 1973 selling prices to compute
-the base prices for that covered product
for any month after such immediately
subsequent month, subject to the limi-
tations of paragraph (e)(5) of this
section.

(3) Compulation of amounts of in-
creased costs of purchased products car-
ried over as of February 29, 1976 and
thereafter. The total amount of unre-
couped increased cost of purchased
product incurred beginning on Janu-
ary 1, 1976 (t=January 1976), shall be
calculated pursuant to the “B” factor of
the general formulae of paragraph (c)
(2) of this section.

(4) Limitation on use of amounts car-
ried over pursuant to paragraph (e)
(1) . Beginning February 1, 1976 the por-
tion of the total amount of unrecouped
increased product costs calculated as
of January 31, 1976 pursuant to para-
graph (e) (1) of this section and not re-
couped through the period “t” which
may be added to the May 15, 1973 selling
prices to compute the base prices for the
covered product or products of the type
“i" for any month shall not exceed in
any month, ten percent of the total such
amount calculated as of January 31,
1976 for all covered products.

(5) Limitation on use of amounts car-
ried over pursuant to paragraph (e)(2)
(i) . Beginning February 1, 1976 the
total amount of unrecouped increased
crude oil costs calculated pursuant to

paragraph (e)(2) (i) of this section
which may be added to the May 15, 1973
selling prices to compute the base prices
for all covered products of the type “I”
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for any month shall not exceed in any
month, ten percent of the highest
amount calculated pursuant to para-
graph (e) (2) (if) of this section for all
covered products as of the end of any
month on or after March 31, 1976.

(8) Corrections for over-recoupment.
If in any month beginning with Febru-
ary 1976 a firm charges prices for No. 2
oils, aviation jet fuel, gasoline, or for
general refinery products that result in
the recoupment of more than the total
dollar amount of increased product costs
ealeulated for that covered product pur-
suant to the general formula and allow-
able under paragraphs (e¢)(1) and (c)
(2) of this section, the excess revenues
received must be subtracted from the
May 15, 1973 selling prices to compute
base prices for that covered product in
a subsequent month.

(7) Reallocation of increased product
costs and amounts carried over. (i) All or
any portion of the unrecouped amount
of increase product costs or increased
costs of crude oil carried over pursuant
to paragraphs (e) (1) or (e)(2) of this
section may be reallocated from the cov-
ered product or products of the type =1,
i=2, or i=4, to the covered product of the
type i=3.

(ii) The total amount allowable under
this paragraph for No. 2 oils (i=1), avia-
tion jet fuel (i=2), or general refinery
products (I=4) may not include any
amount represented by the symbol “H"
in the formulae in paragraph (¢)(2) of
this section that the refiner has elected to
include in a prior month in the calcula-
tion of the maximum permissible amount
that may be used to adjust base prices
of gasoline (i=3) pursuant to paragraph
(e) (1) (iv) of this section.

- - . . »

6. A new § 212.85 is added to read as
follows:

§212.85 Seq

costs,

(a) Refiners subject only to Subpart
E. For purposes of calculating recoup-
ment of increased costs under §212.83,
costs shall be deemed to have been recov-
ered in prices charged in any current
month “u” only in the following se-
quence:

(1) All increased costs of crude oil in-
curred during the month two months be-
fore the current month (“t=1") and not
passed through in the immediately pre-
ceding month (“t"),

(2) All increased costs of crude oil in-
curred in the month of measurement
("t” ).

(3) (1) Increased costs of crude oil in-
curred three or more months before the
current month (“u’) and not passed
through by the immediately preceding
month (“t”), Provided, That the portion
of such amount deemed to have been
recovered in the current month (“u”)
shall not exceed 10 percent of the highest
total such amount as of the end of any
month prior to the current month “u”
(no such costs will exist until March 31,
1976), and

(i) Increased costs of crude ofil in-
curred through December 31, 1975 and

-'Ofm.. t of

not passed through as of January 31,
1976, and not passed through by the
immediately preceding month (“¢'"), Pro-
vided, That the portion of such amount
deemed to have been passed through in
the current month “u” shall not exceed
10 percent of the total such amount as
of January 31, 1976,

(4) The amount of increased costs at-
tributable fo products purchased aftet
December 31, 1975 and not recovered
through the month of measurement
(“t’"), represented by the symbol “B”
in the formulae in § 212.83(¢), and

(5) Increased non-product costs.

(b) Refiners subject to Subparts E and
K in sales of propane. For purposes of
calculating recoupment of increased costs
under § 212.83, costs shall be deemed to
have been recovered in any current
month “u” only in the following se-
quence:

(1) Increased costs of crude oil appor-
tioned to propane pursuant to the pro-
visions of Subpart E; and increased prod-
uct costs attributable to propane pur-
suant to the provisions of Subpart K
and increased costs attributable to prod-
ucts purchased for resale or blending,
represented by the revised symbol “B”
in the formulae in §212.83(c); and

(2) Increased non-product costs,

7. §212.92 is amended to read as fol-
lows:

§ 212.92 Definitions.

“Increased costs' means the difference
between the weighted average unit cost
of a product in inventory and the
weighted average unit cost of that
product in inventory on May 15, 1973.
(Decreases in the weighted average unit
cost of a product in inventory in suc-
cessive months of measurement are re-
flected in reductions in the amount of
increased costs incurred in such month
of measurement.) If a particular product
was not in inventory on May 15, 1973, the
date for computing the cost is the most
recent day preceding May 15, 1973, when
the seller had the product in inventory.

8. A new § 212.132 is added to read as
follows:

§ 212.132 Records on Sequence of Cost
Recoupments.

(a) Refiners. Refiners are required to
calculate and keep records as of the last
day of each calendar month for each
product or group of products repre-
sented by the symbol “i” in the formulae
contained in § 212.83(¢) of what amount
of each of the five types of costs set forth
in §212.85(a) were used in computing
prices for that month, and of the alloca-
tion of increased product costs to pro-
pane pursuant to § 212.83(¢) (1) (iif) (A).

(b) Refiners that are also processors
of natural gas. Refiner processors are re-
quired to calculate and keep records as
of the last day of each calendar month of
what amount of each of the types of
costs set forth in §212.85(b) were used
in computing prices for that month, and
of the allocation of increased product
costs to propane pursuant to § 212.83(c)
(1) (i) (A).
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FINDINGS

EnenGy POLICY AND CONSERVATION AcCT, SEC-
0N 402 (a) LIMITATIONS ON PRICING Pouicy

LIMITATIONS ON THE CARRYFORWARD OF UN-
RECOUPED INCREASED PRODUCT COSTS, SECTION
4(b) (2) (b) (u) (11) (aa) axD (bb)

Section 402 of the Energy Policy and Con-
servation Act ("EPCA”) amends section 4(b)
(2) of the Emergency Petroleum Allocation
Act of 1973 (“EPAA") to read, in pertinent
part, as follows:

(2) In specifying prices (or prescribing the
manner for determining them),K the regula-
tion under subsection (a)—

* * - . -

(B) (1) shall not permit any net crude oil
cost increases—

(I) which are incurred by a refiner during
the calendar month immediately preceding
the effective date of this paragraph, or in any
month thereafter, and

(II) which are not passed through in prices
charged pursuant to such regulation in the
2 calendar months following the calendar
month {n which such crude oil cost increases
were incurred,
to be passed through by such refiner in any
month subsequent to the 2 calendar months
following the calendar month in which such
crude oil cost increases were Incurred, un-
less the President makes the findings specified
in clause (i1) (II) (aa), and such passthrough
is consistent with the requirements specified
in clause (i1) (II) (bb).

(11) shall not permit the passthrough in
any month of—

L] el - 3 T

(II) any net crude ofl cost increases In-
curred by a refiner after the effective date
of this paragraph, which net crude oil cost
increases were not passed through within
the 2 calendar months following the calen-
dar month in which such crude oill cost
increases were incurred, unless—

(aa) the President finds, and reports to
the Congress with respect to such finding,
that a passthrough of such crude oil in-
creases is necessary to alleviate the impact
on refiners, marketers, or consumers of sig-
nificant increases in costs, to provide for
equitable cost recovery consistent with the
attainment, to the maximum extent prac-
ticable, of the objectives specified in para-
graph (1), or to avoid competitive disad-
vantage; and

{bb) such passthrough In any month of
such crude oil cost Increases Is not in ex-
cess of 10 percent of the total amount of
such crude oil cost increases as of the end
of the calendar month in which the effective
date of this paragraph occurs or any month
thereafter.

The provisions of section 4(b) (2) (B)
(1) would, if implemented by regulation,
prohibit the recovery of increased crude
oil costs incurred by a refiner but not
recovered within two months of the
month in which incurred. The findings
required to be made under section 4(b)
(2) (B) (iD) (II) (aa) in order to permit
any such passthrough after two months
are that such passthrough “is necessary
to alleviate the impact on refiners, mar-
keters, or consumers, of significant in-
creases in costs, to provide for equitable
cost recovery . . ., or to avoid competi-
tive disadvantage . . .” It should be noted
that the required findings are stated in
the alternative; therefore, if FEA makes
any one of the three findings, FEA may
permit unrecouped increased costs of
crude oil to be passed through subject
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to the 10 percent limitation described
in section 4(b) (2) (B) (i) (II) (bb).

The FEA solicited advice as to whether
such findings could be made from all

rulemaking
proceeding by both submission of writ-
ten comments and participation in a
public hearing held on January 26, 1976.
Forty-five written comments were re-
ceived and sixteen people made oral
statements at the public hearing. Com-
ments were submitted by major and
small refiners, several major national
airlines, and airline trade associations.
FEA had requested comments as to
whether there are any reasons to find
that a later passthrough of net crude
oil cost increases (beyond the sixty day
passthrough period) was warranted. FEA
also reviewed the results of a prior rule-
making proceeding in September 1974
which dealt in part with the issue of the
carryforward of unrecovered increased
product costs (39 F.R. 39259, Novem-
ber 6, 1974).

After carefully reviewing all written
and oral comments from all groups that
addressed the impact of a two month
“use or lose” rule, FEA is persuaded that
significant adverse effects on all mar-
keting levels for petroleum products
would result from imposition of such a
rule and that the rule should be modified
as permitted in section 4(b) (2) (B) (ii)
(ID (bb), which permits carryforward of
unrecouped costs after two months with
certain limitations.

FEA finds that a later passthrough of
crude oil cost increases not recouped
within two months is necessary in order
to alleviate the impact on refiners, mar-
keters, or consumers of significant in-
creases in costs, to provide for equitable
cost recovery consistent with the attain-
ment, to the maximum extent practi-
cable, of the objectives specified in sec-
tion 4(b) (1) of the EPAA, and to avoid
competitive disadvantage to refiners and
marketers.

FEA has concluded, on the basis of the
comments received during the rulemak-
ing, that the impact, on refiners, mar-
keters and consumers of imposing the
refiners’ two month “use or lose” rule
would:

(1) Pressure refiners to raise prices to
the maximum levels to reflect fully and
on a current basis all increased costs of
crude oil incurred;

(2) Produce fluctuations in prices
within each “cycle” of two months’ costs
incurred and then lost;

(3) Cause fluctuations in prices be-
tween sequential two-month *“cycles”;

(4) Cause price disparities among
competing refiners and among mar-
keters;

(5) Pressure refiners to recover at
least part of the increased crude oil costs
attributable to products placed into in-
ventory, by selling these products at dis-
tress prices and, ultimately, create dis-
incentives to build such inventories for
later use during peak demand for sea-
sonal product;

(6) Discourage refiners, particularly
small refiners, from supplementing
stable customary crude oil supplies with
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spot purchases of crude oil unless the
spot shipments can be timed precisely;

(7) Impose unreasonable, unavoidable
losses on refiners’ recoupment of costs
associated with product inventories ac-
cumulated to offset shutdowns, either
unexpected or for planned maintenance;
and

(8) Work unfair disadvantage upon
refiners with limited product purchases,
to the competitive benefit of refiners
whose main source of a product is pur-
chases.

The findings described in section 4(b)
(2) (B) (ii) (II) (aa) of the EPCA are
discussed individually below.

A, ALLEVIATING THE IMPACT ON REFINERS,
MARKETERS, OR CONSUMERS OF SIGNIFI-
CANT INCREASES IN COST

The FEA has determined that the two-
month limitation would provide undesir-
able inflationary effects by creating pres-
sure on refiners to recover crude oil costs
at the earliest possible time after they
are incurred. This pressure on refiners
quickly to recoup, or lose, crude oil cost
increases would create wide price dispar-
ities among refining competitors and re-
sult in rapid price increases to marketers
and consumers. Thus, the ten percent
passthrough provision available under
section 4(b) (2) (B) (ii) (XD (bb) imple-
mented in the regulations permits a more
steady and predictable pricing pattern
by refiners.

This determination is consistent with
an earlier FEA conclusion that “the reg-
ulations on carryforward of unrecovered
increased product costs should be re-
tained in essentially their [then] existing
form, but with a limitation imposed on
the amount of such increased costs which
could be passed through in a single
month.”

One of the reasons FEA stated in
arriving at that earlier conclusion was
that to require increased costs to be
passed through on a current basis, or not
at all, would have given sellers an incen-
tive to recover the maximum amount of
inereased product costs as soon as possi-
ble, thus encouraging higher prices. FEA
concluded that such a requirement would
also have made product costs recovery
impracticable for those refiners that had
large fluctuations in the costs incurred
from month to month, or that had signif-
icant disparities between the volumes
of products for which costs were incurred
and the volumes of product sold. (39 FR
39259, November 6, 1974.) These same
conclusions continue to be valid now.

Many refiners commented that they
increase inventories of such seasonal
products as propane, middle distillates,
and residual fuel oil in the summer and
fall, and increase inventories of gasoline
in the late winter and spring, in order
to have adequate supplies available for
the peak-use season of the particular
product.

Table I shows the high and low inven-
tories (stated as supply available to meet
demand during the months) for major
categories of petfroleum products, and
the month iIn which the high and low
occurred. The figures show actual in-
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ventory levels during the calendar year
1974 and are derived from the FEA
Monthly Energy Review for November
1975.

TasLe I
Distillate: Days
RIOW N CAPDEL) = v s e et e s 47
High (AUguUSt) oo e 95
Natural gas liquids (including pro-
pane) :
Low (February) e eccccnna b7
High (September) .. .o ... 98
Residual fuel ofl:
IOW. (FODTUATY) w reemnnrdannrns 15
High (December). .- 25
Aviation jet fuel:
Low (November) .o . . __.. 29
IR (Mey) = osoete ety 81
Gasoline: .
PO TN ) (RS Lo 31
High (September) .o 36

Table IT shows the change between low
and high inventories, expressed as a per-
centage of the high inventory, for
selected products for the years 1972-
1975,

TasLe II
[In percent]
1972 1973 1974 1975
45.2 43.9 34.3
44.9 323 24.5
21.8 30,0 23.3
13.1 8.4 8.9
6.6 4.3 181
Distillate fuel oils and natural gas
liquids, as may be expected, show the

Distillates

Millions of barrels

1973

1974 BOM
ves 1975 BOM
s=e 1975 FEA

These charts demonstrate that inven-
tories are at their height just prior to the
seasonal demand surge, when product
must be available to satisfy peak needs
during a period which may exceed three
months.

If the two-month limitation were ap-
plied to these products, costs of crude
oil associated with these seasonal prod-
uct build-ups could never be recovered.
One company estimated that the impact
of this provision, measured on propane
alone for five months during 1975 would
result in its being unable to recoup actual
crude oil costs of more than $5 million.

In addition, without the passthrough,
refiners producing a full line of products
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greatest variation in inventory levels
because of their seasonal use as heating
fuels. Inventories of gasoline and avia-
tion jet fuel tend to remain more stable
because of their non-seasonal nature and
of the comparatively constant demand
patterns.

For gasoline, aviation jet fuel, and to
a lesser extent, residual fuel oil, inven-
tories are maintained that may last one
full month or more. Maintaining these
inventories, would have the effect of de-
ferring recoupment of the associated
costs of crude oil for from 15 to 98 days.
This would reduce, by the same number
of days, the time available for the re-
finer to recover its increased cost of
crude oil attributable to the product at
the time the product enters inventory.
For those products where more than two
months’ supply is normally kept in inven-
tory, imposition of the two-month
limitation would be punitive.

An overwhelming majority of refiners
who submitted comments to FEA during
the rulemaking process stated that they
anticipate customer needs by building up
inventory of No. 2'0ils and propane dur-
ing the summer and early fall in antic-
ipation of recovering their increased
costs in sales of these fuels during the
winter months. Information available to
FEA verifies these statements. Distillate
fuel oil and propane stocks build steadily
during the spring through fall and then
drop dramatically during the winter
heating season. The following FEA
charts indicate this seasonal stockpiling:

Natural Gas Liquids

140 |~

Millions of barrels

wen 1973
— 1974
we. 1975

might well attempt to recoup these in-
creased costs associated with products
placed in inventory from current sales of
other products, or might refrain from
building inventory for a seasonal prod-
uct's peak season.

The only alternative to building
domestic inventories is to meet seasonal
demand by importing refined petroleum
products with corresponding reductions
in domestic refinery runs over the year.

The adoption of the modification to
the two-month rule would, therefore,
serve the vital function of permitting an
eventual recovery, although at a rate
limited by the ten percent provision, of
increased crude oil costs on product

stored for months past the two-month
recoupment period.

The amount of unrecouped increased
costs attributable to inventories and
lost because of the two-month limitation
can be reduced principally by two meth-
ods, each of which creates serious con-
sequences. One is by recouping these
costs in sales of other products during
the period of seasonal build-up de-
scribed. This is difficult to accomplish
because:

(1) Many small refiners do not produce
an array of products to afford such flexi-
ble distribution of costs;

(2) Proportionate cost distribution is
now required for a variety of products,
reducing the refiner’'s choice of products
to bear the inventoried products’ costs;
and

(3) Costs cannot necessarily be re-
couped in gasoline sales. During the
period when fuel inventories are increas-
ing, gasoline sales are declining.

Moreover, even if the refiner has some
ability to redistribute such costs, two
months is insufficient time to recoup
them.

A second method to reduce “lost” costs
is to decrease inventories by reducing
refinery runs. This will create shortages,
force the market to bear the costs of
crude oil incurred on a current basis, and
reduce consumption of domestically-
produced petroleum products at the
“high” points of their seasonal demand.
Since demand will exceed domestic re-
fining capability, imports of refined
petroleum products would be increased
above current levels.

By waiving the two-month rule, sub-
ject to the ten percent limitation, some
of these adverse effects on product in-
ventories will be eliminated, Without
such relief, however, inventories will de-
crease, prices of other products will rise,
as will prices of the product being stored,
and shortages will occur in periods of
high demand.

A further impact on refiners is caused
by their inability to control delivery on
purchases of foreign crude oil. Several
comments, particularly of small refiners,
noted that crude oil purchased abroad
often takes 30 days or more merely to
arrive in the United States and is loaded
and shipped under conditions not within
the company’s control. FEA regulations
provide that the costs are incurred at the
time the crude oil is purchased. During
this time, part or all of the two-month
Iimitation on such crude oil cost re-
coveries may have lapsed, and yet the
crude oil has not yet been received and
refined by the company.

If faced with company-wide losses, re-
finers might ultimately consider unre-
covered costs as a factor which would
discourage or eliminate investment to
increase refinery capacity.

Resellers would also be harmed by im-
position of the two-month lmitation.
These marketers depend on steady and
adequate supplies of seasonal products at
predictable prices. Decreased inventory
buildups of seasonal products by refiners
prior to the high use season, resulting
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from their inability to recover ultimately
all increased product costs, would pre-
vent resellers from meeting demand dur-
ing peak-season use through normal sup-
ply channels. These shortages would
cause prices to rise. The customers of
these resellers, the consumers of sea-
sonally-priced products, would be victims
of such marketing disruptions—deprived
of needed products and charged higher
rices.

} Since the two-month limitation applies
only to refiners, desire to avoid unre-
couped costs will create a tremendous
incentive to transfer refined products to
resellers, not on the basis of the resellers’
need for the product at that time but on
the basis of the refiners’ need to time
recoupment of increased costs.

FEA has concluded that, ic the face
of this inability to recover costs of crude
oil associated with inventory build-up
for seasonal and other products, refiners
would take steps either to avoid the in-
curring of such costs or to recover those
costs in current market sales of other
products. Refiners that reduce crude oil
purchases, would of course, reduce their
crude oil costs, but as noted, this reduces
the quantity of domestically refined
products that will thereafter be avail-
able and leads to increased product im-
ports.

Efforts to recover such costs in current
market sales will have the obvious effect
of driving up product costs to marketers
and consumers. FEA data, gathered from
its cost reporting system, show that about
$1.4 billion of refiners' costs (crude oil
and purchased product) were “banked”
at the start of 1976. This is approximately
five percent of the increased cost of crude
oil incurred in 1975. Pressure to immedi-
ately recover corresponding amounts of
costs during 1976 would induce substan-
tial and immediate price increases at
all downstream marketing and consum-
ing levels. By modifying the two-month
rule, subject to the ten percent limita-
tion, FEA may stem these upward price
pressures and reasonably assure con-
tinued inventory build-up during the off-
season.

B. ProvininG EQUITABLE COST RECOVERY
CONSISTENT WITH THE ATTAINMENT OF
THE OBJECTIVES SPECIFIED IN SECTION
4(b) (1) or THE EPAA

The multiple objectives of the EPAA,
listed at § 4(b) (1) state, in part, that
FEA regulations, shall, to the maximum
extent practicable, provide for:

- - “ - -

(D) preservation of an economically sound
and competitive petroleum industry; includ-
Ing the priority needs . . . to preserve the
competitive viability of independent refiners,
small refiners, nonbranded Iindependent
;narkem-s. and branded independent mar-

eters;

- L d . - -

(F) equitable distribution of crude ofl,
residual fuel oil, and refined petroleum prod-
ucts at equitable prices among all regions
and areas of the United States and sectors
of the petroleum industry, including inde-
pendent refiners, small refiners, nonbranded
independent marketers, branded independ-
ent marketers, and among all users;
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(H) economic efficlency; and

(I) minimization of economic distortion,
inflexibility, and unnecessary interference
with market mechanisms.

As described above in section A, the
restrictions imposed upon the recovery of
increased crude oil costs by application
of the two-month rule would have an ad-
yerse impact upon inventory supplies and
upon refiners’ overall ability to recover
such costs. The particular impact of these
restrictions in creating market distor-
tions was suggested in & number of com-
ments received in the rulemaking. These
comments observed that, under the two-
month rule, wide fluctuations in prices of
products would occur as costs of crude
oil build, are all or in part passed
through during any two-month period,
and then are suddenly unavailable to be
passed through. The adoption of a ten
percent permitted passthrough of these
crude oil costs, under similar market sit-
uations, would, at least, offer a stabilizing
factor in recovery of crude oil costs
through prices charged in sales beyond
any 60-day “cycle.”

Particularly for small and independent
refiners, this stability is vital. Since small
and independent refiners are often highly
dependent upon purchased crude oil
(while major refiners produce much of
the crude oil they require) the impact of
crude oil price increases is more severe
on small and independent refiners. Any
inability to recoup amounts of increased
crude oil costs would seriously jeopardize
the competitive posture of these his-
torically valuable entities.

FEA received many recommendations
to modify the two-month rule because re-
turn on refinery operations is already
steadily decreasing. These comments
pointed out that FEA regulations and
market conditions presently cause an in-
ability to recover refining expenses (e.g.,
certain increased non-product costs can-
not be recouped under present regula-
tions). If crude oil costs not recovered
fully within two months can never be re-
covered, refinery operating costs cannot
be met. FEA has already noted that full
recovery cannof reasonably be expected
on two-month cycles because of inven-
tory practices, crude oil availability, and
market conditions. If market restric-
tions on product cost recovery and exist-
ing FEA restrictions on non-product cost
passthrough were to be further com-
pounded by application of the two-month
rule, refinery revenues may not be suf-
ficient to justify continued refinery op-
erations and expansion.

Refinery operations are also periodi-
cally stopped to provide for regular
maintenance work. Often shut-downs
occur for unplanned reasons such as
physical breakdown. During the rule-
making, refiners commented that
planned down time often lasts for up to
six weeks. Product inventories are nor-
mally accumulated over several months
in anticipation of shutdowns. During this
accumulation period, the costs of crude
ofl would be subject to the two-month
limitation, effectively depriving the re-
finer of the opportunity to recover these
costs, Although some refiners may have
the ability to refine increased amounts of
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crude oil at other plants while one is shut
down, there is little protection against
such loss of crude oil costs for small and
independent refiners with a single re-
finery or major refiners having one re-
finery much larger than the rest.

C. AvoIING COMPETITIVE DISADVANTAGE

Under current regulations and market
conditions, refiners are unahle to recover
fully the increased costs of crude oil and
of purchased products. Small refiners,
whose dependence on crude oil sources
other than their own is greatest, would
be discouraged from engaging in pur-
chases of crude oil (for current or later
use) if recoupment of the increased costs
attributable to that crude oil within two
months was uncertain. This would se-
verely disadvantage the independent re-
finer’s ability to compete in product
sales with other refiners.

In addition, the two-month rule would
penalize the refiner that produces its own
crude oil, and purchases minimum guan-
tities of refined products. This refiner
would be competitively disadvantaged
compared to the refiner that has pur-
chased greater volumes of refined prod-
ucts to meet demand. The refiner pur-
chasing more refined products would be
able to carry forward more of its unre-
covered product costs without fear of
losing them, while the refiner relying on
crude oil refining for its products would
be compelled to forego crude oil costs not
recovered within two months.

D, CONCLUSION

For the foregoing reasons, FEA is
adopting a regulation pursuant to section
4(b) (2(B) (i3} (IT) (aa) and (bh) of the
EPAA, which would permit the pass-
through of crude oil costs for more than
two months after the month in which
they were incurred, subject to the ten
percent monthly limitation of clause (ii)
(IT) (bh) . Adopting such regulation is
necessary to alleviate the impact on re-
finers, marketers, or consumers of sig-
nificant increases in costs, to provide for
equitable cost recovery consistent with
the attainment, to the maximum extent
practicable, of the objectives specified in
section 4(b) (1), of the EPAA, and to
avold competitive disadvantage to re-
finers and marketers.

[FR Doc.76-3370 Filed 2-2-76;9:01 am)

Title 13—Business Credit and Assistance

CHAPTER I—SMALL BUSINESS
ADMINISTRATION

{Rev. 13, Amdt. 8]

PART 121—SMALL BUSINESS SIZE
STANDARDS

Definition of Small Business Government
Subcontractors

On December 1, 1975, there was pub-
lished in the FepEraL REGISTER (40 FR
55680) a notice that the Small Business
Administration proposed to amend the
definitions of small business subcontrac-
tors (§ 121.3-12 of Part 121, Chapter I,
Title 13 of the Code of Federal Regula-
tions), by substituting the figure $10,000
for the $2,500 figure currently set forth
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therein to distinguish the small subcon-
fracts to which a 500-employee standard
applies regardless of the industry in-
volved. Interested parties were given 30
days in which to comment thereon.

No significant objection was received
with respect to the proposal and, there~-
fore, we have determined that the pro-
posal should be adopted. Accordingly,
§ 121.3-12 of Part 121, Chapter I, Title
13 of the Code of Federal Regulations is
hereby revised to read as follows:

§ 121.3-12 Definition of small business
Government subcontractors.

(a) Any concern in connection with
subcontracts of $10,000 or less which re-
late to Government procurements will be
considered a small business concern if,
including its affiliates, its number of em-
ployees does not exceed 500 persons.

(b) Any concern in connection with
subcontracts exceeding $10,000 which
relate to Government procurements will
be considered a small business concern
if it qualifies as such under Section
121.3-8: Provided, however, That a non-
manufacturer is considered as small
business for the purpose of Government
subcontracting if, including its affiliates,
its number of employees does not exceed
500 persons.

Eflective date: This amendment shall
become effective April 5, 1976.

(Catalog of Federal Domestic Assistance Pro-
gram No. 59.009, Procurement Assistance to
Small Business)

Dated: January 26, 1976.

Lours F. Lavun,
Acting Administrator.

[FR Doc.76-3325 Filed 2-3-76;8:45 am]

Title 16—Commercial Practices

CHAPTER |—FEDERAL TRADE
COMMISSION

[Docket C-2772]

PART 13—PROHIBITED TRADE PRAC-
TICES, AND AFFIRMATIVE CORRECTIVE
ACTIONS

Main Street Furniture, Inc., et al.

Subpart—Advertising falsely or mis-
leadingly: § 13.10 Advertising falsely or
misleadingly; 13.10-1 Availability of
merchandise and/or facilities; §13.15
Business status, advantages or connec-
tions; 13.15-20 Business methods and
policies; 13.15-70 Financing activities;
§ 13.70 Fictitious or misleading guaran-
tees; § 13.71 Financing; § 13.73 Formal
regulatory and statutory requirements;
13.73-92 Truth in Lending Act; § 13.125
Limited offers or supply; § 13.115 Prices;
13.155-5 Additional charges unmen-
tioned; 13.155-10 Bait; 13.155-15 Com-
parative; 13.155-35 Discount savings:
13.155-70 Percentage savings; 13.155-
95 Terms and conditions; 13.155-95(a)
Truth in Lending Act; § 13.160 Promo-
tional sales plans; § 13.170 Qualities or
properties of product or service; 13.170-
30 Durability or permanence; § 13.180
Quantity; 13.180-30 In stock; 13.180-35
Offered; §13.205 Scientific or other
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relevant facts; §13.235 Source or ori-
gin; 13.235-80 Place; 13.235-60(a)
Domestic products as imported; § 13.240
Special or limited offers; § 13.255 Sur-
veys; § 13.272 Type or variety; § 13.285
Value. Subpart—Contractin for sale in
any form binding on buyer prior to spec-
ified time period: § 13.527 Contract-
ing for sale in any form binding on
buyer prior to end of specified time pe-
riod. Subpart—Corrective actions and/
or requirements: § 13.533 Corrective
actions and/or requirements; 13.533-20
Disclosures; 13.533-25 Displays, in-
house; 13.533-40 Furnishing informa-
tion to media; 13.533-55 Refunds, re-
bates and/or credits. Subpart—Delaying
or withholding corrections, adjustments
or action owed: §13.675 Delaying or
withholding corrections, adjustments or
action owed; § 13.677 Delaying or fail-
ing to deliver goods or provide services
or facilities. Subpart—Disparaging prod-
ucts, merchandise, services, etc.: § 13.-
1042 Disparaging products, merchan-
dise, services, etc. Subpart—Enforcing
dealings or payments wrongfully: § 13.-
1045 Enforcing dealings or payments
wrongfully. Subpart—Failing to main-
tain records: § 13.1051 Failing to main-
tain records; 13.1051-20 Adequate. Sub-
part—Misbranding or mislabeling: § 13.-
1325 Source or origin; 13.1325-70 Place;
13.1325-70(a) Domestic product as im-
ported. Subpart—Misrepresenting one-
self and goods—Business status, advan-
tages or connections: §13.1395 Con-
nections and arrangements with others;
§ 13.1417 Financing activities; § 13.1490
Nature; § 13.1520 Personnel or staff;
§13.15563 Services, —Goods: § 13.1572
Availability of advertised merchandise
and/or facilities; § 13.1623 Formal reg-
ulatory and statutory requirements;
13.1623-95 Truth in Lending Act; § 13.-
1647 Guarantees; §13.1685 Nature;
§ 13.1715 Quality; §13.1720 Quantity;
§ 13.1740 Scientific or other relevant
facts; §13.1745 Source or origin; 13.-
1745-70 Place; 13.1745-70(a) Domestio
products as imported; § 13.1747 Special
or limited offers; § 13.1760 Terms and
conditions; 13.1760-50 Sales contract.
—Prices: §13.1778 Additional costs
unmentioned; § 13.1779 Bait; § 13.1785
Comparative; § 13.1823 Terms and con-
ditions; 13.1823-20 Truth in Lending
Act.—Promotional sales plans: § 13.1830
Promotional sales plans.—Services
§13.1843 Terms and conditions. Sub-
part—Neglecting, unfairly or deceptively,
to make material disclosure: § 13.1845
Composition; § 13.1852 Formal regula=
tory and statutory requirements; 13.-
1852-75 Truth in Lending Act; § 13.-
1855 Identity; § 13.1857 Instruments’
sale to finance companies; § 13.1863
Limitations of product; § 13.1870 Na-
ture; §13.1876 Notice of third party
sale of contract; § 13.1882 Prices; 13.-
1882-10 Additional prices unmen-
tioned; § 13.1886 Quality, grade or type;
§ 13.1892 Sales contract, right-to-can-
cel provisions; §13.1895 Scientific or
other relevant facts; § 13.1900 Source
or origin; §13.1905 Terms and condi-
tions; 13.1905-50 Sales contract; 13.-

1905-60 Truth in Lending Act. Sub-
part—Offering unfair, improper and de-
ceptive inducements to purchase or deal:
§13.2000 Limited offers or supply:
§ 13,2063 Scientific or other relevant
facts. Subpart—Securing signatures
wrongfully: §13.2175 Securing signa-
tures wrongfully. Subpart—Simulating
another or product thereof: § 13.2208
Court documents. Subpart—Threatening
suits, mot in good faith: § 13.2264 De-
linquent debt collection. Subpart—Using
deceptive techniques in advertising:
§ 13.2275 Using deceptive techniques in
advertising. Subpart—Using misleading
name—Goods: §13.2280 Composition.
—Vendor: § 13.2435 Personnel or staff.
(Sec. 6, 38 Stat. 721; 15 U.S.C. 46. Interpret
or apply sec. 5, 38 Stat. 719, as amended; 82
Stat. 146, 147; 15 U.8.C. 45, 1601, et seq.)

In the Matter of Main Street Furniture,
Inc.,, a Corporation, and Samuel
Goldstein, Raymond Goldstein, and
Chester E. Brost, individually and as
Officers of said Corporation

Consent order requiring a South Bend,
Ind., furniture retailer, among other
things to cease using bait and switch
tactics; making price and/or savings
misrepresentations; misrepresenting
guarantees, furniture and service nature
and quality, time limitations on offers to
sell, and foreign origin; making false pic-
torial representations; failing to disclose
additional charges and material facts
and failing to make credit cost disclo-
sures required by Regulation Z of the
Truth in Lending Act.

The order to cease and desist, includ-
ing further order requiring report of
compliance therewith, is as follows:'

ORDER 1

It is ordered, That respondents Main
Street Furniture, Inc., a corporation, its
successors and assigns, and its officers,
and Samuel Goldstein, Raymond Gold-
stein and Chester E. Brost, individually
and as officers of said corporation, and
respondents’ representatives, agents, and
employees, directly or through any cor-
poration, subsidiary, division or any
other device in connection with the pur-
chasing, advertising, offering for sale,
sale and distribution of furniture and ap-
pliances, or any other produects, in or
affecting commerce, as “commerce” is
defined in the Federal Trade Commis-
sion Act, do forthwith cease and desist
from:

1. Using, in any manner, & sales plan,
scheme, or device wherein false, mislead-
ing, or deceptive statements or represen-
tations are made in order to obtain leads
or prospects for the sale of merchandise.

2. Making representations, directly or
indirectly, orally or in writing, purport-
ing to offer merchandise or services for
sale when the purpose of the representa-
tion is not to sell the offered merchan-
dise or services but to obtain leads or
prospects for the sale of other merchan-
dise or services at higher prices.

1Coples of the Complaint, Decision and
Order, filed with the original document.
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3. Discouraging in any manner the
purchase of any merchandise or services
which are advertised or offered for sale.

4. Failing to maintain and produce for
inspection and copying for a period of
three years adequate records to docu-
ment for the entire period during which
each advertisement was run and for a
period of six weeks after the termina-
tion of its publication in press or broad-
cast media:

a. The cost of publishing each adver-
tisement including the preparation and
dissemination thereof;

b. The volume of sales made of the
advertised product or service at the ad-
vertised price; and

c. A computation of the net profit from
the sales of each advertised product or
service at the advertised price.

5. Using the words “Sale”, “Savings
Fantastic”, “Spectacular Value”, or any
other words of similar import or mean-
ing not set forth specifically herein, un-
less the immediately preceding price at
which bona fide sales have been made of
the merchandise being offered for sale
is disclosed or can be readily ascertained
by disclosure of the stated dollar or per-
centage price and the price of said mer-
chandise constitutes a recent reduction,
in an amount not so insignificant as to
be meaningless, from the immediately
preceding price or unless a disclosure is
made that such merchandise was offered
for sale at the immediately preceding
price in the recent regular course of re-
spondents’ business, and that no sales
were made at that price or at any other
price in the recent past.

6. (a) Representing, directly or in-
directly, orally or in writing, that by
purchasing any of respondents’ mer-
chandise, customers are afforded savings
amounting to the difference between re-
spondents’ stated price and respondents’
former price unless the former price is
respondents’ immediately preceding
price for the advertised merchandise
and bona fide sales have been made by
respondents at that price in the recent
past or unless a disclosure is made that
said merchandise was offered for sale
at the former price for a reasonably
substantial peried of time in the recent
regular course of respondents’ business
and that no sales were made at that
price or at any other price in the recent
past.

(b) Representing, directly or indi-
rectly, orally or in writing that by pur-
chasing any of respondents’ merchan-
dise, customers are afforded savings be-
tween respondents’ stated price and a
compared price for said merchandise in
respondents’ trade area unless respond-
enis' merchandise and*the nature of the
compared price are explicitly identified
in advertising and at the point of sale
through the use of shelf tags or similar
means and a substantial number of the
prineipal retail outlets in the trade area
regularly sell such merchandise at the
compared price or some higher price in
the regular course of their business.

(¢) Representing, directly or indi-
rectly, orally or in writing, that by pur-
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chasing any of respondents’ merchan-
dise, customers are afforded savings
amounting to the difference between re-
spondents’ stated price and a compared
value price for comparable merchandise
unless the compared value price is ex-
plicitly identified in advertising and at
the point of sale through the use of shelf
tags or similar means and respondents
have in good faith conducted a market
survey or obtained a similar representa-
tive sample of prices for comparable
merchandise of like grade and quality
in their trade area to establish that a
substantial number of the principal re-
tail outlets in the trade area regularly
sell comparable merchandise of like
grade and quality at the compared value
price in the regular course of their busi-
ness.

7. Failing to maintain and produce for
inspection or copying, for a period of
three years, adequate records (a) which
disclose the facts upon which any savings
claims, sale claims and other similar
representations as set forth in Para-
graphs Five and Six of this order are
based, and (b) from which the validity
of any savings claims, sale claims and
similar representations can be deter-
mined.

8. Representing, directly or indirectly,
orally or in writing, that respondents
have “HUNDREDS” or any other given
number of furniture suites in stock un-
less respondents have the stated number
of furniture suites available for immedi-
ate sale and delivery; or misrepresenting
in any manner the colors, style, kind or
quantity of furniture in stock and avail-
able for sale or delivery.

9. Failing to make full disclosure either
in its advertising or at the time of sale
and prior to consummation of the sale
that in addition to the price quoted in
respondents’ advertising, certain other
charges, as applicable, are made, such
as, delivery, set-up or assembly, service,
and warranty charges.

10. Failing to disclose clearly and con-
spicuously within each advertisement for
an advertised product each reservation,
if any, as to suitability or durability of
such advertised product for normal
usage by the customers who may buy
such product or service.

11. Representing, directly or indirect-
1y, that any of respondents’ products are
guaranteed unless the nature and extent
of the guarantee, the identity of the
guarantor, and the manner in which the
guarantor will perform thereunder are
clearly and conspicuously disclosed; and
unless respondents promptly and fully
perform all of their obligations and re-
quirements, directly or impliedly repre-
sented, under the terms of each such
guarantee.

12. Representing, directly or by impli-
cation, that any of respondents’ offers
to sell merchandise are limited as to
time or restricted or limited in any other
manner, unless such represented limita-
tions or restrictions are actually in force
and in good faith adhered to.

13. Using the terms “Italian”, “French”
or “Spanish”, or any other unqualified
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terms of similar import or meaning not
set forth specifically herein, orally or
in writing, to describe respondents’
furniture when such furniture is of do-
mestic origin, unless a clear and con-
spicuous disclosure is made in advertis-
ing and on the furniture that such
furniture was manufactured in the
United States by means of such state-
ments as “Made in U.S.A.” or “manufac-
tured by’ followed by the name and ad-
dress of the domestic manufacturer.

14, Representing, directly or indirect-
ly, orally or in writing, that purchasers
of respondents’ merchandise are granted
easy or asured credit terms, by respond-
ents; or misrepresenting in any manner,
the amount, type, extent of any other
facet of the credit terms respondents
arrange or may arrange for their pur-
chasers.

15. Representing, directly or indi-
rectly, orally or in writing, that respond-
ents’ merchandise is “walnut finished”,
or using any other terms of comparable
import or meaning not set forth specifi-
cally herein, to describe respondents’
furniture, unless a clear and conspicuous
disclosure is made in advertising and
on the furniture that such terms are
merely descriptive of the color and/or
grain design or other simulated finish
that is applied to the exposed surfaces
of such furniture.

16. Using any wood names or any
names that suggest wood, orally or in
writing, to describe any materials, simu-
lating wood in respondents’ furniture,
unless a clear and conspicuous disclosure
is made in advertising and on the furni-
ture that such wood names are merely
descriptive of the color and/or grain de-
sign or other simulated finish that is ap-
plied to the exposed surfaces of such
furniture.

17. Using pictorial representations of
two or more items of furniture in con-
junction with a stated price when all
of the furniture in the pictorial repre-
sentations is not being offered at the
stated price, unless a disclosure is made
in immediate conjunction and with
equal prominence that all of the illus-
trated furniture is not being offered at
the stated price and that an additional
charge is made for certain items that
are clearly identified in the illustrations,

18. Offering merchandise for sale by
means of any form of pictorial advertise-
ment when such merchandise is not in
stock and available in quantities suffici-
ent to meet reasonably anticipated de-
mands for sale to the public at or below
the advertised price for the period in
which the prices are advertised to be
effective.

19. Failing to inform, orally, all custo-
mers at the time of sale and provide in
writing on the face of all order forms,
sales contracts and invoices executed by
customers, with such conspicuousness
and clarity as is likely to be read and
understood, that the customer has the
right and eption to cancel the contract
and obtain a refund of all monies, by
notifying respondents, in writing, within
ten (10) days from the date of actual

FEDERAL REGISTER, VOL. 41, NO. 24—WEDNESDAY, FEBRUARY 4, 1976




5126

delivery of the merchandise, where fur-
niture and/or appliances are delivered
in a defective or damaged condition;
Provided, however, That the provisions
of Paragraphs 19 and 20 of the order
shall not apply to merchandise sold “as
is”, eonspicuously designated as such on
order forms, sales contracts and invoices
executed by the customers who have
knowledge of damage to, or defects in,
particular merchandise and have given
written consent to purchasing same in
its stated condition.

20. Failing to refund immediately all
monies to customers who have requested
contract cancellation in writing within
ten (10) days from the date of actual
delivery of defective or damaged mer-
chandise; Provided however, That, in lieu
of making such a refund, respondents
may, with the written consent of, and
with no additional cost to the customer
replace or repair defective or damaged
merchandise, such replacement or repair
to be fully, satisfactorily and promptly
performed, in accordance with Para-
graph 21 of this Order I. In such a case,
the customer who consents to accept re-
placement or repair in lieu of a refund,
may cancel the contract with the refund
of all monies by notification to respond-
ents in writing within ten (10) days from
the date of actual delivery or redelivery
of any replacement or repaired mer-
chandise that is itself defective or
damaged.

21. Failing to make all refunds or to
obtain the voluntary written consent of
the customer for replacement or repair,
as provided for in this order, within one
(1) week of the receipt of the customer’s
request for cancellation; or to complete
all repairs, pursuant to a written consent
for repairs, within two (2) weeks from
the date of such written consent, or to
make full replacements, pursuant to a
written consent for replacement, within
thirty (30) days from the date of such
written consént. In all other instances,
where a customer has requested repairs
or replacements, orally or in writing,
within ten days following the delivery
of defective, damaged or nonconforming
merchandise, respondents shall investi-
gate such complaints forthwith and com-
plete repairs within three (3) weeks and
replacements within forty (40) days of
the receipt of such request.

22. Failing to notify the customer,
orally and in writing, and at least five
(5) business days prior to the scheduled
completion date, that respondents are
unable to complete repairs or replace-
ment within the time specified by this
order and to cancel the contract with a
full refund of all monies to the customer
within one week, or in lieu thereof and
at the option of the customer, to obtain
the customer’s voluntary written consent
for an extension of the date set for com-
pletion, setting forth a date certain for
completion, which shall be a date by
which respondents actually expect to
complefe performance.

23. Failing to maintain and produce
for inspection or copying, for a period
of two (2) years, adequate records which
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disclose the facts pertaining to the re-
ceipt, handling and disposition of each
and every communication from a custo-
mer, oral or written, requesting con-
tract cancellation, refund, replacement
or repalir.

24. Failing to make a clear and con-
spicuous disclosure on furniture, or a tag
or label prominently attached thereto,
that veneers, plastics or other materials
having the appearance of wood, leather,
slate or marble have been used in the
manufacture of such merchandise; or
failing to make a clear and conspicuous
disclosure of any material facts relating
to the true composition of furniture
where materials or products that simu-
late other materials or products are used
in the manufacture of such furniture.

25. Inducing or causing purchasers or
prospective purchasers of respondents’
products, installations or services to sign
blank or partially filled in completion
certificates or other legal instruments or
documents; or misrepresenting, in any
manner, the true nature or effect of such
legal instruments or documents.

26. Contracting for any sale whether
in the form of trade acceptance, condi-
tional sales contract, promissory note, or
otherwise which shall become binding
on the buyer prior to midnight of the
third day, excluding Sundays and legal
holidays, after the date of execution.

27. Failing to furnish the buyer with a
fully completed receipt or copy of any
contract pertaining to such sale at the
time of its execution, which is in the
same language, e.g., Spanish, as that
principally used in the oral sales pres-
entation and which shows the date of
the transaction and contains the name
and address of the seller, and in immedi-
ate proximity to the space reserved in
the contract for the signature of the
buyer or on the front page of the receipt
if a contract is not used and in bold face
type of a minimum size of ten (10)
points, a statement in substantially the
following form: “YOU, THE BUYER,
MAY CANCEL THIS TRANSACTION
AT ANY TIME PRIOR TO MIDNIGHT
OF THE THIRD BUSINESS DAY
AFTER THE DATE OF THIS TRANS-
ACTION, SEE THE ATTACHED NO-
TICE OF CANCELLATION FORM FOR
AN EXPLANATION OF THIS RIGHT.”

28. Failing to furnish each buyer, at
the time he signs the sales contract or
otherwise agrees to buy consumer goods
or services from the seller, a completed
form, in duplicate, captioned “NOTICE
OF CANCELLATION”, which shall be
attached to the contract or receipt and
easily detachable, and which shall con-
tain in ten point bold face type the fol-
lowing information and statements in
the same language, e.g., Spanish, as that
used in the contract:

NOTICE OF CANCELLATION
(Enter date of transaction)

YOU MAY CANCEL THIS TRANSACTION,
WITHOUT ANY PENALTY OR OBLIGATION,
WITHIN THREE BUSINESS DAYS FROM
THE ABOVE DATE.

IF YOU CANCEL, ANY PROPERTY
TRADED IN, ANY PAYMENTS MADE BY
YOU UNDER THE CONTRACT OR SALE,
AND ANY NEGOTIABLE INSTRUMENT EX-
ECUTED BY YOU WILL BE RETURNED
WITHIN 10 BUSINESS DAYS FOLLOWING
RECEIPT BY THE SELLER OF YOUR CAN-
CELLATION NOTICE, AND ANY SECURITY
INTEREST ARISING OUT OF THE TRANS-
ACTION WILL BE CANCELLED.

IF YOU CANCEL, YOU MUST MAKE
AVAILABLE TO THE SELLER AT YOUR
RESIDENCE, IN SUBSTANTIALLY AS GOOD
CONDITION AS WHEN RECEIVED, ANY
GOODS DELIVERED TO YOU UNDER THIS
CONTRACT OR SALE: OR YOU MAY IF YOU
WISH, COMPLY WITH THE INSTRUCTIONS
OF THE SELLER REGARDING THE RE-
TURN SHIPMENT OF THE GOODS AT THE
SELLER'S EXPENSE AND RISK.

IF YOU DO MAKE THE GOODS AVAIL-
ABLE TO THE SELLER AND THE SELLER
DOES NOT PICK THEM UP WITHIN 20
DAYS OF THE DATE OF YOUR NOTICE OF
CANCELLATION, YOU MAY RETAIN OR
DISPOSE OF THE GOODS WITHOUT ANY
FURTHER OBLIGATION. IF YOU FAIL TO
MAKE THE GOODS AVAILABLE TO THE
SELLER, OR IF YOU AGREE TO RETURN
THE GOODS TO THE SELLER AND FAIL TO
DO SO, THEN YOU REMAIN LIABLE FOR
PERFORMANCE OF ALL OBLIGATIONS
UNDER THE CONTRACT.,

TO CANCEL THIS TRANSACTION, MAIL
OR DELIVER A SIGNED AND DATED COPY
OF THIS CANCELLATION NOTICE OR ANY
OTHER WRITTEN NOTICE, OR SEND A
TELEGRAM, TO (name of seller), AT
(address of seller's place of business), NOT
LATER THAN MIDNIGHT OF (Date).

I HERBY CANCEL THIS TRANSACTION.

(Buyer’s Sighature)

29. Failing, before furnishing copies
of the “Nofice of Cancellation” to the
buyer, to compete both copies by enter-
ing the name of the seller, the address
of the seller's place of business, the date
of the transaction, and the date, not
earler than the third business day fol-
lowing the date of the transaction, by
which the buyer may give notice of
cancellation.

30. Including in any sales contract or
receipt any confession of judgment or
any waiver of any of the rights to which
the buyer is entitled under this order in-
cluding specifically his right to cancel
the sale in accordance with the pro-
visions of this order,

31. Failing to inform each buyer orally,
at the time he signs the contract or pur-
chases the goods or services, of his right
to cancel.

32. Failing or refusing to honor any
valid notice of cancellation by a buyer
and within ten (10) business days after
the receipt of such notice, to (a) refund
all payments made under the contract of
sale; (b) return any goods or property
traded in, in substantially as good con-
dition as when received by the seller; (c)
cancel and return any nego‘iable instru-
ment executed by the buyer in connec-
tion with the contract or sale and take
any action necessary or appropriate to
terminate promptly any security inter-
ested created in the transaction.
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33. Negotiating, transferring, selling,
or assigning any note or other evidence
of indebtednes to a finance company or
other third party prior to midnight of
the fifth business day following the day
the contract was signed or the goods or
services were purchased.

34. Failing, within ten (10) business
days of receipt of the buyer’'s notice of
cancellation, to notify him whether the
seller intends to reposssess or to abandon
any shipped or delivered goods.

35. Assigning, selling or otherwise
transferring respondents’ notes, con-
tracts or other documents evidencing a
purchaser’s indebtedness, unless any
rights or defenses which the purchaser
has and may assert against respondents
are preserved and may be asserted
against any assignee or subsequent
holder of such note, contract or other
document evidencing the indebtedness.

36. Failing fo include the following
statement clearly and conspicuously on
the face of any note, contract or other
instrument of indebtedness executed by
or on behalf of respondents’ customers:

NOTICE

Any holder takes this Instrument subject
to the terms and conditions of the contract
which gave rise to the debt evidenced hereby,
any contractual provision or other agree-
ment to the contrary notwithstanding.

ORDER IT

It is further ordered, That respondents
Main Street Furniture, Inc., a corpora-
tion, its successors and assigns, and its
officers, and Samuel Goldstein, Raymond
Goldstein and Chester E. Brost, indi-
vidually and as officers of said corpora-
tion, and respondents’ agents, represent-
atives and employees, directly or through
any corporation, subsidiary, division or
any other device, in connection with the
collection of, or attempt to collect, ac-
counts in or affecting commerce, as
“commerce” is defined in the Federal
Trade Commission Act, do forthwith
cease and desist from:

1. Representing or causing to be rep-
resented by any means, directly or indi-
rectly, that respondents have instructed,
are instructing, or will instruct an at-
torney to file suit against an alleged
debtor unless the alleged debt is immedi-
ately paid in full or a specified amount
is paid thereon unless the respondents
have already instituted the aforesaid
suit.

2. Representing by any means, directly
or indirectly, that:

(a) Legal action has been
against the debtor; or

(b) Legal action is being taken against
the debtor; or

(¢) Legal action will be taken against
the debtor unless the respondents have
already instituted said legal action,

3. Representing by any means, di-
rectly or indirectly, that the post judg-
ment rights of a creditor to attach prop-
erty or garnish wages of a debtor are as
specifically represented unless such is the
fact in the jurisdiction in which vollec-
tion is sought.

taken
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4. Informing a debtor of a creditor’s
right after judgment without disclosing
at the same time that no judgment may
be entered against the debtor unless the
debtor has first been given notice and an
opportunity to appear and defend him-
self in a court of law.

5. Representing, directly or indirectly,
by any means to a debtor that it is im-
possible to escape a judgment.

6. Using fictitious job titles or organi-
zational designations or desecriptions by
any means in connection with respond-
ents’ business or misrepresenting in any
manner any departmentalization of re-
spondents’ business.

7. Using fictitious official titles or des-
fgnations or descriptions by any means
in connection with the repossession of
furniture and/or appliances from delin-
quent accounts.

8. Representing by any means, directly
or indirectly, that the repossession of
furniture and/or appliances is being ac-
complished pursuant to a court order,
unless a court order was lawfully ob-
tained from the local court in the area
and the delinquent account had first been
given notice and an opportunity to ap-
pear and defend himself prior to the
issuance of such court order; or mis-
representing, in any manner, respond-
ents’ repossession procedures.

9. Using any unofficial or unauthorized
document which simulates or is repre-
sented by any means to be a document
authorized, issued, or approved by a court
of law or any other official or legally con~
stituted or authorized authority, or mis-
representing, in any manner, the source,
authorization, or approval of any docu-
ment.

10. Failing to give notification of the
commencement of legal action by re-
spondents against a customer by mailing
a summons and complaint to such cus-
tomer’s last known address, and failing
to obtain {rom the post office a certificate
of such mailing. Such notice shall be in
addition to any other notification or
service required by law, practice or cus-
tom. Such summons and complaint to be
sent by first class mail by respondents
or their attorney with instructions on
the face of the envelope “Do not for-
ward. Address Correction Requested”, In
the event that such mail is returned as
undeliverable by the Post Office or if the
residence address of the defendant is un-
known, the summons is to be mailed to
the customer, care of the employer or
place of employment of the customer if
known, in a sealed envelope not indicat-
ing on the outside thereof, directly or
indirectly by the return address or other-
wise, that the communication is from an
attorney or concerns an alleged debt.

Orper IIT

It is further ordered, That respond-
ents Main Street Furniture, Inc., a cor-
poration, its successors and assigns, and
its officers, and Samuel Goldstein, Ray-
mond Goldstein and Chester E. Brost,
individually and as officers of said cor-
poration, and respondents’ representa-
tives, agents and employees, directly or
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through any corporation, subsidiary,
division or other device, in connection
with any extension of consumer credit,
or any advertisement to aid, promote or
assist directly or indirectly any extension
of consumer credit, or any advertisement
to aid, promote or assist, directly or in-
directly, any extension of consumer
credit, as “consumer credit” and “adver-
tisement” are defined in Regulation Z (12
CFR Part 226) of the Truth in Lending
Act (Pub. L. 90-321, 15 U.S.C. 1601, et
seq.) , do forthwith cease and desist from:

1. Failing to furnish to the customer,
before the transaction is consummarted, a
duplicate of the instrument or other
statement containing the disclosures re-
quired by § 226.8 of Regulation Z, as re-
quired by § 226.8(a) of Regulation Z.

2. Failing to disclose the conditions
entitling a customer to a partial refund
of the finance charges as required by
§ 226.8(b) (7) of Regulation Z.

3. Failing to accurately disclose the
date on which the finance charge begins
to accrue, as prescribed by § 226.8(b) (1)
of Regulation Z.

4. Failing to accurately state the
“annual percentage rate”, as prescribed
by § 226.8(b) (2) of Regulation Z.

5. Failing to disclose the *‘total of pay-
ments”, as prescribed by § 226.8(b) (3) of
Regulation 2.

6. Failing to accurafely disclose the
number, amount, and due dates, or
periods of payment, scheduled to repay
the indebtedness, as prescribed by § 226.8
(b) (3) of Regulation Z. .

7. Failing to state the “unpaid balanee
of cash price”, as prescribed by § 226.8
(¢) (3) of Regulation Z.

8. Failing to disclose the “amount
financed"”, as prescribed by § 226.8(¢) (7)
of Regulation Z.

9. Failing to disclose the “deferred
payment price”, as prescribed by § 226.8
(c) (8) (il) of Regulation Z.

10. Failing to itemize and include in
the finance charge, for purposes of dis-
closure of the finance charge and com-
putation of the annual percentage rate,
any and all charges for risk of loss insur-
ance unless the customer was given a
clear, conspicuous and specific written
indication of the cost of such insurance
coverage from respondents and stating
that the customer may choose the source
through which the insurance is to be
obtained as prescribed by § 226.4(a) (6)
of Regulation Z.

11. Failing to itemize and include in
the finance charge, for purposes of dis-
closure of the finance charge and com-
putation of the annual percentage rate,
any and all charges or premiums for
credit life, accident, or health insurance
unless respondents have obtained a spe-
cific dated and separately signed affirma-
tive written indication of the customer’s
desire for such insurance coverage as
prescribed by § 226.4(2) (5) (ii) of Regu-
lation Z.

12. Failing, in any consumer credit
transaction or advertisement, to make
all disclosures determined in accordance
with §§ 226.4 and 226.5 of Regulation Z,
in the manner, form and amount re-
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quired by §§ 226.6, 226.7, 226.8, 226.9 and
226.10 of Regulation Z.

It is jurther ordered, That for a period
of one year respondents post in a promi-
nent place in each salesroom or other
area wherein respondents sell furniture
or other products and services and a copy
of this cease and desist order’ with a
notice that any customer or prospective
customer may receive a copy on demand.

It is further ordered, That respondents
forthwith distribute a copy of this order
to each of their operating divisions or
departments,

It is further ordered, That respondents
prominently display the following notice
in two or more locations in that portion
of respondents’' business premises most
frequented by prospective customers, and
in each location where customers nor-
mally sign consumer credit documents
or other binding instruments. Such no-
tice shall be considered prominently dis-
played only if so positioned as to be
easily observed and read by the intended
individuals:

NOTICE TO CREDIT CUSTOMERS

IF THE DEALER IS FINANCING OR AR~
RANGING THE FINANCING OF YOUR PUR-~
CHASE, YOU ARE ENTITLED TO CON-
SUMER CREDIT COST DISCLOSURES AS
REQUIRED BY THE FEDERAL TRUTH IN
LENDING ACT. THESE MUST BE PROVIDED
TO YOU IN WRITING BEFORE YOU ARE
ASKED TO SIGN ANY DOCUMENT OR
OTHER PAPERS WHICH WOULD BIND
YOU TO SUCH A PURCHASE.

This notice required by order of the Fed-
eral Trade Commission.

It is further ordered, That no provi-
sion of this order shall be construed in
any way to annul, invalidate, repeal,
terminate, modify or exempt respondents
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from complying with agreements, orders
or directives of any kind ob*ained by any
other agency or act as a defense to ac-
tions instituted by municipal or state
regulatory agencies. No provision of this
order shall be construed to imply that
any past or future conduct of respond-
ents complies with the rules and regula-
tions of, or the statutes administered by,
the Federal Trade Commission.

It is further ordered, That respond-
ents deliver a copy of this order to cease
and desist to all present and future per-
sonnel of respondents engaged in the
consummation of any consumer credit
transaction or in any aspect of prepara-
tion, creation or placing of advertising,
and to all personnel of respondents re-
sponsible for the sale or offering for sale
of all products covered by this order, and
that respondents secure a signed state-
ment acknowledging receipt of said order
from each person.

It is further ordered, That respond-
ents, for a period of one year from the
effective date of this order, shall fur-
nish each newspaper or other advertis-
ing medium which is utilized by the re-
spondents to obtain leads for the sale of
merchandise, or to advertise, promote, or
sell merchandise, with a copy of the
Commission’s News Release setting forth
the terms of this order.

It is further ordered, That respond-
ents notify the Commission at least 30
days prior to any proposed change in the
corporate respondent such as dissolu-
tion, assignment or sale resulting in the
emergence of & successor corporation,
the creation or dissolution of subsidiaries
or any other change in the corporation
which may affect compliance obligations
arising out of the order.

It s further ordered, That in the event
that the corporate respondent merges
with another corporation or transfers all
or a substantial part of its business or
assets to any other corporation or to any
other person, said respondents shall re-
quire such successor or transferee to file
promptly with the Commission a written
agreement to be bound by the terms of
this order; Provided, That if said re-
spondents wish to present to the Com-
mission any reasons why said order
should not apply in its present form to
sald successor or transferee, they shall
submit to the Commission a written
statement setting forth said reasons
prior to the consummation of said suc-
cession or transfer.

It is further ordered, That the individ-
ual respondents named herein promptly
notify the Commission of the discon-
tinuance of their present business or em-
ployment and of their affiliation with a
new business or employment. Such notice
shall include respondents’ current busi-
ness or employment in which they are
engaged as well as a description of their
duties and responsibilities.

It is further ordered, That the respond-
ents herein shall within sixty (60) days
after service upon them of this order, file
with the Commission a report, in writ-
ing, setting forth in detail the manner
and form in which they have complied
with this order,

The Decision and Order was issued by
the Commission December 23, 1975.

VERGINIA M. HARDING,
Acting Secretary.

[FR Doc.76-3315 Filed 2-3-76;8:45 am]
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proposedrules

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 DEFENSE
Corps of Engineers
[33CFR207]

ST. MARYS FALLS CANAL AND LOCKS,
MICHIGAN

Navigation Regulations

Nofice is hereby given that pursuant
to Section 7 of the River and Harbor Act
of August 8, 1917 (40 Stat. 266; 33 U.S.C.
1) the regulations set forth in tentative
form below are proposed by the Secre-
tary of the Army (acting through the
Chief of Engineers) to govern. the use,
administration and navigation of the St.
Marys Falls Canal and Locks, Michigan.
It is proposed to amend the present reg-
ulations with respect only to paragraph
(v) in 33 CFR 207.440 to permit the
transit of vessels of a length up to 767
feet through the MacArthur Lock for the
pveriod March 1, 1976 through April 4,
1976.

For a number of years the Department
of the Army, acting through tlLe Chief of
Engineers, has worked as the lead agency
with other Federal agencies, state agen-
cies, industry organizations and others
in conducting an Extended Navigation
Season Demonstration Program on the
Great Lakes. A major element of Corps
of Engineers participation has been to
provide for lockage through the St.
Marys Falls Locks during a period ex-
tending beyond the normal navigation
season which is from April 1, to mid-
December. Due to improved fleet opera-
tion techniques, Increased structural sta-
bility of vessels and favorable weather,
it has been possible to sail without in-
terruption all of last wirter and, to date,
this winter.

The Great Lakes fleet has been dedi-
cated to continue operations throughout
the winter provided the Government will
continue to provide passage through the
locks at the St. Marys Falls Canal. Two
of the ships involved in the program are
767 ft. long and the others are less than
730 ft. long.

In the past this fleet has been accom-
modated at the Poe Lock chamber which
is presently authorized to transit vessels
up to 1,000 ft. in length. The Poe Lock
must be closed for repairs from March 1,
1976 through April 4, 1976 to assure that
it will be in condition for full operation
during the spring through fall months.
The only other lock in the St. Marys
Falls complex capable of handling ships
of the necessary draft is the MacArthur
Lock whose chamber is 80 ft. vride by 870
ft. long measured from the upper gate to
the lower downstream gate. However, 33
CFR, 207.440 (v), restricts the maxi-
mum size vessel in the MacArthur cham~
ber to 730 £t. in length.

Maintenance of & channel through the
ice is dependent in large measure on the
number of vessels plying the channel and
the vessel horsepower. As traffic declines,
maintenance becomes progressively more
difficult. The number of low horsepower
vessels that can move is directly corre-
lated to the number of high horsepower
vessels available to lead the traffic. In
the Great Lakes dedicated fleet, only the
two 767 ft. vessels are of sufficient horse-
power to lead the traffic, so that it be-
comes essential to the continuation of the
Demonstration Program that special ar-
rangements be made to transit the 767 ft,
vessels through the MacArthur chamber.

Prior to the adoption of the proposed
regulations consideration will be given to
any comments, suggestions or objections
thereto which are submitted in writing
to the Office of the Chief of Engineers,
Forrestal Building, Washington, D.C.
20314, Attention: DAEN-CWO-M on or
before March 5, 1976.

Section 207.440 is amended by revising
paragraph (v) as follows:

§207.440 St. Marys Falls Canal and
Locks, Michigan; use, administration,
and navigation.

L - - » .

(v) The maximum overall dimensions
of vessels that will be permitted to transit
MacArthur Lock are T30 feet in length
and 75 feet in width; provided, however,
that subject to a final decision by the
Lock Master, vessels having an overall
length up to a maximum of 767 feet will
be permitted to transit the MacArthur
Lock during the period March 1, 1976
through April 4, 1976 using special pro-
cedures to be posted at the lock. Further,
any vessel of greater length than 660
feet must be equipped with deck winches
adequate to safely control the vessel in
the lock under all conditions including
that of power failure.

- - - - L

Dated: January 30, 1976.

Marvin W. REES,
Colonel, Corps of Engineers,

Ezxecutive Director of Civil
Works.

[{FR Doc.76-3408 Flled 2-2-76;1:35 pm]

DEPARTMENT OF THE INTERIOR
Bureau of Indian Affairs
[ 25 CFR Parts 60, 104 ]

PER CAPITA PAYMENT ASPECTS OF
INDIAN JUDGMENT FUNDS

Protection of Shares of Minors, Legal In-
competents, and Deceased Beneficiaries;
Extension of Comment Period

JANUARY 27, 1976.
This notice is published in exercise of
authority delegated by the Secretary of

the Interior to the Commissioner of In-
dian Affairs by 230 DM 2.

The deadline for comments on the pro-
posed revisions to 25 CFR Part 60 and
104 relating to the per capita payment
aspects of Indian Judgment Funds pub-
lished at 40 FR 53593-53594 on November
19, 1975, is hereby extended to April 5,
19786.

Requests for an extension of time have
been made by a number of tribal delega-
tions because the time limitation estab-
lished has not allowed the tribal officials
to consult with their respective tribal
members regarding the impact of the
proposed revisions. Accordingly, inter-
ested persons may submit written com-
ments, suggestions or objections regard-
ing the proposed revisions to the Com-
missioner of Indian Affairs, Washington,
D.C. 20245, no later than April 5, 1976.

Morris THOMPSON,
Commissioner of Indian Affairs.

[FR Doc.76-3319 Filed 2-3-76;8:45 am]

DEPARTMENT OF AGRICULTURE
Farmers Home Administration
[ 7 CFR Part 1823 ]
[FmHA Instruction 442.1]

ASSOCIATION LOANS AND GRANTS—
COMMUNITY FACILITIES, DEVELOP-
MENT CONSERVATION, UTILIZATION

Proposed Miscellaneous Amendments

Notice is hereby given that the Farm-
ers Home Administration has under con-
sideration proposed amendments of
§§ 1823.7, 1823.23, 1823.26, 1823.27, 1823.-
29, 1823.30, 1823.32, and 1823.33 of Sub-~
part A of Part 1823, Title 7, Code of Fed-
eral Regulations (38 FR 29025; 39 FR
12728; 39 FR 41830; 40 FR 29263). As
proposed, the changes to incorporate cer-
tain editorial and procedural changes
read as follows:

1. Section 1823.7(a) (1) (ii) is amended
and subdivisions (A), (B), (C), and (D)
are added to provide that individual va-
cant property owners may be considered
in certain instances when determining
project feasibility.

2. Section 1823.7(a) (1) (iii) is added to
provide that income from vacant prop-
erty owners other than as authorized in
§ 1823.7(a) (1) (ii) will be considered only
as extra income,

3. Section 1823.7(b) (2) is amended to
provide that an escrowed security de-
posit may be used to assure loan repay-
ment in certain instances for service to
new or developing communities or areas.

4. Section 1823.23 is amended by add-
ing reference to meeting Federal re-
quirements when applicable.

5. Section 1823.23(e) (2) is amended to
require that each system will be in com-
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pliance with appropriate health depart-
ment or environmental quality require~
ments.

6. Section 1823.26 is amended to in-
clude reference to community facility
guides.

7. Section 1823.27 is revised and ex-
panded to further explain the use of
construction contract forms and to in-
clude names and addresses of associa-
tions from which contract documents
may be obtained.

8. Section 1823.29(b) (2) is amended
and expanded to further explain pro-
curement transaction proceedings.

9. Section 1823.29(d) (3) is amended
to require that FmHA be named as co-
obligee on performance and payment
bonds unless prohibited by state law.

10. Section 1823.29(d) (9) is added to
explain that supplemental general con-
ditions will be used for contracts in ex-
cess of $2,500.

11. Section 1823.30 is amended to in-
clude reference to the resident inspector
at the preconstruction conference.

12. Section 1823.32 is amended to
further explain the requirements con-
cerning the resident inspector.

13. Section 1823.32(a) (5) is added to
explain an additional use of the inspec-
tor’s daily diary including its availability
to FmHA personnel.

14. A new § 1823.32(b) has been added
to provide for prefinal inspection in order
to list items necessary for project com-
pletion. The former § 1823.32(b) has
been redesignated § 1832.32(c) without
change.

15. Section 1823.33 has been revised
and expanded to further explain the re-
quirements concerning changes in de-
velopment plans.

Interested persons are invited to sub-
mit written comments, suggestions or
objections regarding the proposed
amendment to the Chief, Directives
Management Branch, Farmers Home
Administration, U.8. Department of
Agriculture, Room 6316, South Building,
Washington, D.C. 20250, on or before
March 1, 1976.

All written submissions made pursu-
ant to this notice will be made available
for public inspection at the office of the
Chief, Directives Management Branch
during regular business hours. (8:15
am-4:45 pm.)

As proposed, the various amendments
and additions read as follows:

1. Section 1823.7 is amended by adding

- paragraph (a) (1) (i) (A), (B), (C), (D),
and (iii) and by revising paragraph (b)
(2) as follows:

§ 1823.7 Economic feasibility require-
ments.

" * . . .

(a) - » -

(Liifet =%

(ii) User agreements from individual
vacant property owners will not be con-
sidered when determining project fea-
sibility unless:

(A) The owner has plans to develop
the property in a reasonable period of
time and become a user of the facility;
and
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(B) The owner agrees in writing to
make a monthly payment at least equal
to the proportionate share of debt service
attributable to the vacant property until
the property is developed and the facility
is utilized on a regular basis; and

(C) A bond or escrowed security de-
posit is provided to guarantee the
monthly payment required by paragraph
(a) (1) (ii) (B) of this section and to
guarantee an amount at least equal to
the owners proportionate share of con-
struction costs. If a bond is provided, ¥
must be executed by a surety company
that appears on the Treasury Depart-
ment's most current list (circular 570,
as amended) and be authorized to trans-
act business in the State where the proj-
ect is located. The guarantee shall be
payable jointly to the borrower and the
Farmers Home Administration; and

(D) Such guarantees will mature not
later than 4 years from date of execu-
tion and will be finally due and payable
upon default of a monthly payment or
at maturity, unless the property covered
by the guarantee has been developed and
the facility is being utilized on a regular
basis.

(iii) Income from vacant property
owners other than those authorized by
paragraph (a) (1) (ii) of this section will
be considered only as extra income.

L » L 3 L -

(b

(2) Developers providing a bond or es-
crowed security deposit in accordance
with paragraph (a) (1) (ii) of this sec~
tion sufficient to meet expenses attribut-
able to the area in question until a suf-
ficient number of the bullding sites are
occupied and connected to the facility
to provide enough revenue to meet op-
erating, maintenance, debt service and
reserve requirements; or

2. Section 1823.23 is amended by re-
vising the introductory text and para-
graph (e) (2) as follows:

§ 1823.23 Design policies.

Facilities financed by the Farmers
Home Administration (FmHA) will be
designed and constructed in accordance
with sound engineering and architec-
tural practices, and meet the require-
ments of applicable Federal, State and
local agencies having jurisdiction in
such matters.

* - * - *
(e)
(2) Each system will be in compli-
ance with appropriate State and local
Department of Health or environmental
quality requirements.
- L] - - .
3. Section 1823.26 is revised to read as
follows:

¥ o &

« 3 @

§ 1823.26 Preliminary engineering and
architectural reports.

Reports shall be prepared in accord-
ance with customary professional stand-
ards. FmHA has guides for preparing
preliminary  architectural/engineering
reports for water, sewer, solid waste,

storm sewer projects, and other com-
munity facilities.
4, Section 1823.27 is revised as follows:

§ 1823.27 Construction contract forms,

Standard contract documents pre-
scribed for use by borrowers and
grantees in Federally assisted projects
may be used for all community facility
projects including water and waste dis-
posal systems and buildings, such as
hospitals and nursing homes, These
standard documents are published by
FmHA as guide 19, “Agreement,” with
attachments 1 through 9. These docu-
ments may be reviewed at the local
FmHA office. Applicants may obtain
copies of the documents from the Amer-
ican Consulting Engineers Council, 1155
15th Street NW. Washington, D.C.
20005; Associated General Contractors
of America, 1957 E Street NW., Wash-
ington, D.C. 20006; and the National So-
ciety of Professional Engineers, 2029 K
Street NW., Washington, D.C. 20006.
When these standard contract docu-
ments are used, it will normally not be
necessary to obtain prior approval of the
Office of General Counsel.

(a) For those projects where a per-
formance and payment bond is not pro-
vided, Guide 17, “Construction Contract
Documents,” may be used. This guide
may be obtained from the local FmHA
office.

(b) Contract documents of the Amer-
ican Institute of Architects (AIA) may
be used for appropriate projects when
modified to comply with this part and
by including FmHA supplemental gen-
eral conditions. ATA documents must be
submitted for prior review and approvai
by the Regional Attorney.

5. Section 1823.29 is amended by re-
vising paragraph (b)(2) and (d) (3)
and by adding paragraph (d)(9) as
follows:

§1823.29 Procurement, bidding, and
contract awards.
- * - L

. s 00

(b)

(2) All procurement transactions re-
gardless of whether negotiated or ad-
vertised and without regard to dollar
value shall be conducted in a manner so
as to provide maximum open and free
competition. The borrower should be
alert to organizational conflicts of in-
terest or mnoncompetitive practices
among contractors which may restrict
0. eliminate competition or otherwise
restrain trade. Performance specifica-
tions and the term “or equal” may be
usec. for equipment and materials. In
specifying pipe, however, the acceptable
material(s) should be designed into the
project to assure proper installation of
the material chosen and to avoid uncer-
tainty and misunderstanding. This can
be done in the following ways:

(i) By reference to nationally known
materials standards such as the Amer-
ican Standard Testing Materials
(AS.T.M.), American Water V/orks As-
sociation (A.W.W.A.), and Federal spec-
ifications and standards, or the stand-
ards of similar agencies. In referring to
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standards, however, care must be ex-
ercised to assure that the desired type
of material is selected since many
standards cover two or more types.

(i1) By specifying two or more mate-
rials, any one of which is acceptable to
the owner.

(iii) By specifying the particular ma-
terial required for the project. In specify-
ing materials, the owner and his con-
sultant will consider all materials suit-
able for the project. Where materials
which would normally be suitable are not
included for bidding, the owner and his
consultant must be prepared to justify
the selection of the material used.

- * - . -

(d) L

(3) Inall contracts for construction or
facility improvements awarded in excess
of $100,000, the borrower shall require
bonds assuring performance and pay-
ments of 100 percent of the contract
costs. For contracts of lesser amounts the
borrower may require such bonds. When
a performance and payment bond is not
provided, contractors will furnish evi-
dence of payment in full for all materials,
labor, and any other items procured
under the contract. Form FmHA 424-10,
“Release by Claimants,” and Form
FmHA 424-9, “Certificate of Contractor’s
Release,” may be obtained at the local
FmHA office and used for this purpose.
When a performance and payment bond
is provided, the United States acting
through the Farmers Home Administra-
tion will be named as co-obligee in these
bonds unless prohibited by state law.

(9) Each confract in excess of $2,500
shall contain FmHA supplemental gen-
eral conditions. These conditions are
contained in the FmHA Guide 18, “Sup-
plemental General Conditions,” and may
be obtained from the local FmHA office.

£ . * L4 -

6. Section 1823.30 is revised as fol-
lows:

§1823.30 Preconstruction conference,

Prior to beginning construction,
FmHA will review the planned develop-
ment with the applicant, its engineer,
resident inspector, attorney, contrac-
tors, and other interested parties. The
conference will thoroughly cover the
items included in Form FmHA 424-186,
“Record of Preconstruction Confer-
ence,” and all discussions and agree-
ments will be documented on the form.

7. Section 1823.32 is amended by re-
vising the introductory paragraph, add-
Ing paragraph (a) (5), redesignating the
bresent paragraph (b) as paragraph
(c) and by adding a new paragraph (b)
as follows:

§1823.32 Resident inspection.

Full-time resident inspection is re-
Quired for all construction unless a writ-
ten exception is made by FmHA. Unless
otherwise agreed, the resident inspec-
tor will be provided by the consulting
architect/engineer. Prior to the precon-
struction conference, the architect/
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engineer will submit a resume of quali-
fications of the resident inspector to
the applicant and to PmHA for accept-
ance in writing. If the applicant provides
the resident inspector, it must submit a
resume of the inspector’s qualifications
to the project architect/engineer and
FmHA for acceptance in writing prior to
the preconstruction conference. The resi-
dent inspector will attend the precon-
struction conference where his duties
and responsibilities will be fully dis-
cussed. The resident inspector will work
under the general supervision of the
project architect/engineer. A guide for=-
mat for preparing daily inspection re-
ports and Form FmHA 424-18, “Partial
Payment Estimate,” are available on re-
quest from FmHA.

(a) . "

(5) The daily diary will be made avail-
able to FmHA personnel and will be re-
viewed during project inspections.

(b) Prefinal inspections. A prefinal in-~
spection will be made by the borrower,
resident inspection, project architect/
engineer, representatives of other agen-
cies involved in project financing, the
Counfy Supervisor, the FmHA represent-
ative designated by the State Director
to assist the County Supervisor in proj-
ect development, and a member of the
FmHA State Office staff, preferably the
State Staff architect/engineer. A list of
items necessary for project completion
will be developed and agreed upon dur-
ing the prefinal inspection. The inspec-
tion results will be recorded by the mem-
ber of the State Office staff on Form
FmHA 424-12, “Inspection Report,” and
a copy provided all appropriate parties.

L - L - .
8. Section 1823.33 is revised as follows:
§ 1823.33 Changes in development plans.

(a) Changes in development plans
may be approved by FmHA when re-
quested by borrowers, Provided :

(1) Funds are available to cover any
additional costs;

(2) The change is for an authorized
loan purpose; and

(3) It will not adversely affect the
soundness of the facility operation or
PFPmHA's security.

(b) Changes will be recorded on Form
FmHA 424-7, “Contract Change Order.”
Change orders must be approved by the
FmHA Sfate Director or his designated
representative.

(¢) Changes should be accomplished
only after FmHA approval and all
changes which affect the work shall be
authorized only by means of a contract
change order. The change order will in-
clude items such as:

(1) Any changes in labor and mate-
rials and their respective costs.

(2) Changes in facility design.

(3) Any decrease or increase in quanti-
ties based on final measurements that are
different from those shown in the bidding
schedule.

(4) Any increase or decrease in the
time to complete the project.
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(d) All changes shall be recorded on
a chronologically numbered contract
change order as they occur. Change or-
ders will not be included in payment
estimates until approved by all parties.
(7T U.S.C. 1989; delegation of authority by the
Sec. of Agri., T CFR 2.23; delegation of au-
thority by the Asst. Sec. for Rural Deyvelop-
ment 7 CFR 2.70).

Dated: January 26, 1976.

(It is hereby certified that the economic and
inflationary impacts of this proposed regula-
tion have been carefully evaluated in accord-
ance with OMB Circular A-107).

Frank B. ELLioTT,
Administrator,
Farmers Home Administration.

[FR Doc.76-2931 Filed 2-3-76:8:45 am]|

DEPARTMENT OF HEALTH,
EDUCATION, AND WELFARE

Social and Rehabilitation Service
[ 45CFR Part 249 ]
MEDICAL ASSISTANCE PROGRAM

Proposed Prohibition Against
Reassignment of Claims

Notice is hereby given that the regula-
tions set forth in tentative form below
are proposed by the Administrator, Social
and Rehabilitation Service, with the ap-
proval of the Secretary of Health, Educa-
tion, and Welfare. The purpose of these
regulations is to clarify and expand the
regulations governing prohibition against
reassignment of claims to payment in the
medical assistance program administered
under title XIX, Social Security Act,
which were published in final form on
April 9, 1974, and became effective ou
June 24, 1974. These changes are made
to provide additional safeguards against
illegal payments in the Medicaid pro-
gram. The basis for this proposal is the
Department’s belief, based on its experi-
ence in administering this provision
which implements section 1902¢a) (32) of
the Social Security Act, that these addi-
tional safeguards are necessary to carry
out the objectives of this State plan re-
quirement.

The amendments set forth below make
clear that the prohibition covers, in addi-
tion to physicians, dentists and other in-
dividual practitioners, all providers who
are not reimbursed on a reasonable cost
basis.

In addition, they provide that pay-
ments to such providers as specified may
not be made to or through a factor or
his agent. As defined in these regulations,
the term “factor” does not include bona-
fide business representatives, such as
billing agents or accounting firms, which
render statements and receive payments
in the name of the individual provider.

Prior to the adoption of the proposed
regulations, consideration will be given
to written comments, suggestions, or
objections thereto addressed to the Ad-
ministrator, Social and Rehabilitation
Service, Department of Health, Educa-
tion, and Welfare, P.O. Box 2366, Wash-~

FEDERAL REGISTER, VOL. 41, NO. 24—WEDNESDAY, FEBRUARY 4, 1976




5132

ington, D.C. 20013, and received on or
before March 5, 1976.

Such comments will be available for
public inspection in Room 5223 of the
Department’s offices at 330 C Street SW.,
Washington, D.C., beginning approxi-
mately two weeks after publication of
this Notice in the FEDERAL REGISTER on
Monday through Friday of each week
from 8:30 a.m, to 5 p.m. (area code 202-
245-0950) .

(Section 1102, 49 Stat. 647 (42 U.S.C. 1302)).

(Catalog of Federal Domestic Assistance Pro-
gram No, 13.714, Medical Assistance Program)

Dated: November 4, 1975.

JOHN A, SVAHN,
Acting Administrator,
Social and Rehabilitation Service.

Approved: January 28, 1976.

Dayip MATHEWS,
Secretary.

Section 249.31 of Part 249, Chapter II,
Title 45, Code of Federal Regulations, is
revised to read as follows:

§ 249.31 Prohibition against reassign-
ment of claims to benefits.

(a) Meaning of terms. For purposes of
this section:

(1) “Facility” is a hospital or other in~-
stitution which makes provision for
furnishing health care services to inpa-
tients.

(2) “Organized health care delivery
system” is a public or private organizar
tion for delivering health services which
may include, but is not limited to, a
clinic or a group practice prepaid capi-
tation plan. :

(3) “Factor” is an organization, i.e.,
collection agency or service bureau,
which, or an individual who, advances
money to a provider for his accounts re-
ceivable which have been assigned or
sold, or otherwise transferred, to such
organization or individual for an added
fee or a deduction of a portion of such
accounts receivable.

(b) State plan regquirements. A State
plan for medical assistance under title
XTIX of the Social Security Act must pro-
vide that (1) no payment under the plan
for any care or service provided to a pa-
tient by a physician, dentist, other in-
dividual practitioner, or any other pro-
vider who is not reimbursed on a reason-
able cost basis, shall be made to anyone
other than such patient (who is eligible
to receive such payments in accordance
with § 249.32) or to such physician, den-
tist, practitioner, or any other provider
who is not reimbursed on a reasonable
cost basis. However, with respect to phy~-
sicians, dentists, or other individual prac-
titloners, direct payment may be made:

(1) To the employer of the physician,
dentist, or other practitioner if the prac-
titioner is required as a condition of his
employment to turn over his fees to his
employer; or

(ii) Where the care or service was
provided in a facility, to the facility in
which the care or service was provided,
if there is a contractual arrangement
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between the practitioner and the facility
whereby the facility submits the claim
for reimbursement; or

(iii) To a foundation, plan, or similar
organization, including a health main-
tenance organization, which furnishes
health care through an organized health
care delivery system if there is a con-
tractual arrangement between the or-
ganization and the person furnishing the
service under which the organization
bills or receives payments for such per-
son’s services; (2) payment under the
plan for any care or service furnished
to an individual by providers as speci-
fied in paragraph (b) (1) of this section
shall not be made to or through a factor.

[FR Doc.76-3284 Filed 2-3-76;8:45 am|

[ 45 CFR Part 282 ]

SPECIAL SECTION 1115 DEMONSTRATION
PROJECTS

Notice of Proposed Rulemaking

Notice is hereby given that the regu-
lations set forth in tentative form below
are proposed by the Acting Administra-
tor, Social and Rehabilitation Service,
with the approval of the Secretary of
Health, Education, and Welfare. The
proposed regulations relatc to special
demonstration projects under Section
1115 of the Social Security Act to im-
prove the methods and techniques for
providing financial and medical assist-
ance and related services.

The purpose of the regulations is to
formalize the requirements and proce-
dures which are now contained in the
Handbook of Public Assistance Adminis-
tration, Part IV 8400-8499; to add & pro-
vision (§ 282.6(e)) for carry-over of un-
expended funds, a policy which has been
in effect for several years; and to add
(§282.12) general administration re-
quirements which are applicable, pur-
suant to 45 CFR Parl 74, to grants
provided under section 1115 of the Act.

The bases for the regulations are the
provisions of the Handbook and of 45
CFR Part 74, and the experience gained
in the administration of section 1115.

Prior to the adoption of the proposed
regulations, consideration will be given
to any comments, suggestions or objec-
tions thereto which are received in writ-
ing by the Administrator, Social and Re-
habilitation Service, Department of
Health, Education, and Welfare, P.O.
Box 2366, Washington, D.C. 20013, on or
before-March 5, 1976. Comments received
will be available for public inspection in
Room 5324 of the Department’s offices at
330 C Street, 5.W,, Washington, D.C. on
Monday through Friday of each week
from 8:30 a.m. to 5:00 p.m. (area code
202-245-0950) .

(Catalog of Federal Domestic Assistance Pro-
gram No. 13.766, Public Assistance Research.)

Dated: September 17, 1975.

JOHN A, SVAHN,
Acting Administrator,
Social and Rehabilitation Service,

Approved: January 28, 1976.
Davip MATHEWS,
Secretary.
Chapter II of title 45 of the Code of

Federal Regulations is amended by
adding a new Part 282 as follows:

PART 282—SPECIAL SECTION 1115
DEMONSTRATION PROJECTS

Sec.
282.1 Purpose.
282.2 Basic provisions,
282.3 Eligibility and types of projects.
2824  Applications.
2825 Criteria for approval.
282.6 Federal financial participation.
282.7 Reports.
2828 Patent policy.
2829 Publication and copyright policy.
282.10 Project direction.
282.11 Project revisions.
282.12 General administrative require-
ments,
AurHORITY: Sec. 1102, 49 Stat. 647 (42
U.S.C. 1302)

§ 282.1 Purpose.

The purpose of section 1115 of the Act
is to promote the objectives of titles I.
1IV-A, X, XIV, XVI (AABD), XIX and XX
through developing and improving meth-
ods and techniques providing assistance
and services designed to help needy per-
sons to achieve self-support or self-care;
to maintain and strengthen family life;
to remedy or prevent neglect, abuse, or
exploitation of children or adults unable
to protect their own interests; to prevent
or reduce inappropriate institutional
care by providing for community based.
home-based or other forms of less inten-
sive care; to secure referral or admission
for institutional care when other forms
of care are not appropriate; or to pro-
vide services to individuals in institu-
tions.

§282.2 Basie provisions.

Section 1115 authorizes the Secretary
to:

(a) Waive compliance with any of the
requirements under sections 2, 402, 1002,
1402, 1602, 1802, 2002, 2003 or 2004 of the
Act to the extent and for the purpose
found necessary for the State to carry
out a project. Under this authority, the
Secretary will not approve requests for
waiver of the provisions of section 2003
(d) (1) (A), (E),or (F),

(b) Provide Pederal financial par-
ticipation in the project costs (whether
they involve assistance, service, training
or administration) which would not
otherwise be included as public assistance
expenditures under the regular reim-
bursement formulas under sections 4, 403,
1003, 1403, 1603, 1903 or 2002 of the Act,
and which are not included as part of the
costs of a project under section 1110 of
the Act (Cooperative Research and Dem-
onstration Projects) to the extent and
for the period prescribed by him; and

(¢) Grant special Federal project
funds to finance part or all of the State’s
share in the coct of a project not covered
by payments under the titles I, IV-A, X,
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XIV, XVI, XIX or XX of the Act and not
included as part of the cost of a project
under section 1110.

§282.3 Eligibility and types of projects.

(a) State agencies administering or
supervising programs under State plans
may submit application for demonstra-
tion projects.

(b) Projects must be of special sig-
nificance to one State, a group of States,
or of National importance.

(¢) Projects of the following types
will be considered:

(1) Pilot or experimental projects
which introduce new methods or ap-
proaches to delivery of assistance and
services;

(2) Demonstration projects which test
whether a method successful in other
fields can be applied to an assistance
program or can be made more effective
when used in the assistance program;

(3) Methods of reducing dependency,
such as:

(1) Provision of assistance to needy
people who would not otherwise be elig-
ible; b

(iI) Increase in the level of assistance
payment; or

(iii) Provision of social services not
otherwise available.

(4) Testing of new patterns for de-
livery of medical care or social services;

(6) Testing of new methods for im-
proving administration; or

(6) Testing of new approaches to staff
training.

§282.4 Applications.

(a) Application may be made for any
or all the following:

(1) Waiver of any requirements spe-
cified in § 282.2(a) ;

(2) Federal financial participation in
expenditures which could not other-
wise be included as authorized expendi-
tures under a State plan or under sec-
tion 2002 of the Act as specified in
§282.2(b); and

(3) Special project funds as specified
in § 282.2(c).

(b) Applications shall be made in the
form and detail prescribed by the Ad-
ministrator, and shall include:

(1) A statement of the problem or is-
sue fo be resolved;

(2) A precise description of the ob-
lectives, the concepts to be tested, a
work plan with task statements and
milestones and the methodology to be
used in completing the tasks; 3

(3) A description of the methodology
to be used for evaluating the project, in-
cluding evaluation design, evaluation
gisks. impact measures, and data collec-

on;

(4) Provision for qualified and ade-
quate staff, including a project director,
totaccompllsh the purpose of the proj=-
ect;

(5) The proposed budget and duara-
tion of the project;

(6) A full description of any plan to
use a contractor or sub-contractor to
carry out any part of the project, in-
cluding the scope of work, tasks, cost for
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each task, personnel required, and, for
sole source procurements, & copy of the
contract and justification;

(7) A description of the intended use
of the final product and proposed meth-
ods for communicating and disseminat-
ing the findings of the project; and

(8) A statement specifying which of
the items described in paragraph (a) of
this section are requested.

(¢) A preapplication, in the form and
detail prescribed by the Administrator,
may be submitted to determine if the
project can compete with similar pro-
posals from other applicants.

(d) In addition to any other require-
ments imposed under the Act, the appli-
cant shall provide assurance that the
State agency:

(1) Has the legal authority to conduct
the project;

(2) Will be responsible for the devel-
opment and execution of the demonstra-
tion project whether it is carried out by
the State agency itself or by a county or
local agency;

(3) Will comply with all requirements
of the Act and the implementing regula-
tions which pertain to the categorical
assistance programs and are applicable
to the project, except as specifically
waived.

§ 282.5

Applications will be reviewed for con-
sistency with the purposes set forth in
§ 282.1. In addition, the following will
be considered:

(a) The conceptual development and
clarity of measurable objectives, and
their relationship to a demonstration
issue:

(b) Congruence with demonstration
priorities articulated by the SRS, which
will be included in the application kit,
or can be obtained from the SRS:

(c) The relationship of the proposal
to other similar demonstrations already
completed or in progress;

. (d) Previous experience of the appli-
cant in conducting demonstration proj-
ects and knowledge of demonstration
efforts;

(e) The consistency of the evaluation
plan with the objectives;

(f) The adequacy of the work plan;
and

(g) The degree of commitment to
continue the successful project activ-
itles or methods after the project is
terminated.

§ 282.6 Federal financial participation,

(a) Limitations. Federal financial par-
ticipation shall be available only for
those activities approved in a project
grant award, in accordance with the ap-
plicable provisions of the Act and regu-
lations and only in the total amount ap-
proved in the award.

(b) Effective date. Federal financial
participation is available only with re-
spect to project activities that take place
after the State agency has received offi-
cial notification of SRS approval of the
project.

Criteria for approval.
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(¢) Duration of support. Ordinarily,
Federal financial participation is limited
to not more than three years. Approval
must be secured every 12 months.

(d) Participation from regular public
assistance grants. When the Secretary,
using the authority of section 1115(a)
and (b) approves matching from reg-
ular public assistance funds, the rate of
Federal financial participation in project
cost is generally the same as the rate for
ongoing expenditures for services, staff
training, assistance, medical care, or ad-
ministration. under the State plan, or
under section 2002 of the Act.

(e) Special Federal project funds. (1)
Special Federal project funds shall be
authorized only for the approved budget
period and cannot be carried over from
one budget period to another, unless
authorized by the SRS in the award for
a subsequent budget period;

(2) Such funds shall not be trans-
ferred from one section 1115 project to
another section 1115 project:

(3) Such funds shall be available for -
paying part or all of the State’s share of:

(1) Assistance payments;

(ii) Medical payments;

(iii) Social services;

(iv) Administrative costs which may
cover salaries, fringe benefits, travel of
personnel working on a project, and
costs for outside consultants and con-
tractors;

(v) Consumable supplies, such as office
supplies and building maintenance ma-
terials utilized on a project;

(vi) Rental or purchase of special
equipment necessary to complete a
project;

(vil) Cost of rent, use allowance or
depreciation, light, heat, and mainte-
nance if additional space is required for
the project and the project is to last for
more than one year.

; (4) Such funds shall not be available
or:

(i) Purchase of motor vehicles, unless
a special vehicle is required to carry out
a project and the State can give assur-
ance that the project’s innovative activ-
ity will be continued when special Fed-
eral funds cease;

(i) Construction or remodeling:

(iii) Continuation of projects previ-
ously financed from other sources, upon
termination of the original financing,
since they would no longer be new
projects.

§ 282.7 Reporis,

The State agency shall submit reports
preseribed in the grant award including:

(a) Quarterly financial reports (OA.-
41.13(a) and 41.13(b) —see instructions
for SRS-OA-41 series) .

(b) An annual Financial Status Re-
port (HEW-601T).

(¢) Periodic progress and interim
evaluation reports.

(d) A final project report which shall
contain at a minimum:

(1) Identification of the project di-

rector, grant number, grantee and title
of the project;
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(2) A complete description of the ini-
tial hypotheses and objectives, findings,
and results of the evaluation including
assessment of the variables;

(3) A list of and copies of publications
resulting from the project;

(4) Acknowledgement of the support
received from the Social and Rehabilita~
tion Service (SRS), including a dis-
claimer to the effect that the findings do
not necessarily reflect official policies of
the SRS.

§282.8 Patent policy.

In accordance with Department Reg-
ulations (45 CFR Subtitle A, Parts 6 and
8), all inventions made in the course of
or under any grant or contract under
this part shall be promptly and fully re-
ported to the Assistant Secretary for
Health, Department of Health, Educa-
tion, and Welfare. The project director
and other project staff shall neither have
nor make any commitments or obliga-
tions which conflict with the require-

«ments of this policy. Determination as to
ownership and disposition of rights to
such inventions shall be made pursuant
to 45 CFR 74.139.

§ 282..9 Publication and copyright pol-
icy.

Grantees may publish the results of
any project supported by the Social and
Rehabilitation Service without prior re-
view. Such publication must acknowl-
edge the support received under the
grant including a disclaimer to the effect
that the Social and Rehabilitation Serv-
ice does not necessarily endorse the find-
ings, conclusions or opinions contained
therein. Copies must be furnished to the
Social and Rehabilitation Service. Where
a grant results in a book or other copy-
rightable material, the grantee is free to
copyright the work, but the SRS reserves
a royalty-free, nonexclusive, and irre-
vocable license to reproduce, publish, or
otherwise use, and to authorize others
to use, all copyrightable or copyrighted
material resulting from the grant sup-
ported activity. Publications must also
acknowledge such license.

§ 282.10 Project direction,

Whenever the project director desig-
nated in the grant application is no
longer responsible for the conduct of the
project, the State agency director shall
assume that responsibility until a new
director, considered qualified by the SRS,
is designated.

§ 282.11 Project revisions.

(a) Prior written approval of the SRS
is required for any material change in
an approved project (see Subpart L of
Part 74 of this Title).

(b) Project revisions may be initiated
by the Administrator if on the basis of
reports it appears that Federal funds are
not being used effectively, or if changes
are made in Federal appropriations, laws,
regulations, or policies governing these
grants.

PROPOSED RULES
§282.12 General administrative require-

ments.

With the following exceptions, the
provisions of Part 74 of this title, estab-
lishing uniform administrative require-
ments and cost principles, shall apply to
all grants under this part:

(a) 45 CFR Part 74:

(1) Subpart G, Matching and Cost Shar-
Seic

g:
(2) Subpart I, Financial Reporting Re-
quirements,

[FR Doc.76-3285 Filed 2-3-76,8:45 am]

COST ACCOUNTING STANDARDS
BOARD

[ 4 CFR Part402 ]

CONSISTENCY IN ALLOCATING COSTS
INCURRED FOR THE SAME PURPOSE

Notice of Proposed Interpretation
INTERPRETATION No. 1

Notice is hereby given that the Cost
Accounting Standards Board is consid-
ering the issuance of Interpretation No.
1, to Part 402, Cost Accounting Standard,
Consistency in Allocating Costs Incurred
for the Same Purpose (4 C¥R, Part 402).
Section 402.40 provides that, “All costs
incurred for the same purpose, in like
circumstances, are either direct costs
only or indirect costs only with respect to
final cost objectives.” A number of ques-
tions have been raised by both the Gov-
ernment and contractors as to how Cost
Accounting Standard 402 is to be applied
to the accounting for proposal costs,

The proposed Interpretation being
published today deals with the applica-
tion of § 402.40 to proposal costs. The
proposed Interpretation recognizes that
not all costs incurred in preparing pro-
posals are incurred for the same purpose,
i1, like circumstances. Costs incurred in
preparing proposals required by the spe-
cific provisions of an existing contract
are incurred in different circumstances
from the circumstances in which costs
are incurred in preparing proposals
which are not specifically required.

The Board has stated its willingness
in an appropriate case to issue an in-
terpretation. This proposal marks the
first occasion that a question sufficiently
serious and widespread has arisen which
in the Board’s opinion warrants issu-
ance of an interprefation. The proposed
Interpretation responds to what the
Board understands to be the questions
which have arisen. If anyone believes
that it does not, or believes that it does
not do so clearly enough, the Board
would welcome comments.

Comments should be mailed to arrive
at the Board's offices by April 12, 1976.
After receipt of any comments submit-
ted, the Board will take final action on
this proposed Interpretation.

INTERPRETATION No. 1, ParT 402, Cost Ac-
COUNTING STANDARD, CONSISTENCY IN
ALLOCATING C0STS INCURRED FOR THE
SaME PURPOSE

Part 402, Cost Accounting Standard,
Consistency in Allocating Costs Incurred

for the Same Purpose, provides, in Sec-
tion 402.40, that “. . . no final cost ob-
Jective shall have allocated to it as a di-
rect cost any cost, if other costs incurred
for the same purpose, in like circum-
stances, have been included in any indi-
rect cost pool to be allocated to that or
any other final cost objective.”

Questions have arisen with respect to
the way Part 402 is to be applied to the
treatment of costs incurred in preparing,
submitting, and supporting proposals. In
essence the questions are addressed to
whether or not, under the Standard, all
such costs are incurred for the same pur-
pose, in like circumstances.

Under Part 402, costs incurred in pre-
paring, submitting, and supporting pro-
posals pursuant to a specific requirement,
of an existing contract can be consid-
ered fo have been incurred in different
circumstances from the circumstances
under which costs are incurred in pre-
paring proposals which do not result
from such specific requirement. The cor-
tracting parties can determine that the
circumstances are different because the
costs of preparing a proposal specifically
required by the provisions of an existing
contract are deemed to relate only to
that contract while proposal costs in the
latter circumstances are considered to
relate to all work of the contractor.

The fact that the circumstances under
which proposal costs are incurred in pre-
paring a proposal required by a specific
provision of an existing contract are de-
termined to be different from the cir-
cumstances under which costs are
incurred in preparing proposals which
do not result from such specific provi-
sions does not, by itself, mean that all
such costs cannot be allocated indi-
rectly. The cost accounting practices used
by the contractor, however, must be fol-
lowed consistently and the allocation
method used to reassign such costs, of
course, must provide an equitable dis-
tribution to all final cost objectives.

ARTHUR SCHOENHAUT,
Ezxecutive Secretariy.

| FR Doc.76-3310 Filed 2-3-76;8:45 am]

FEDERAL RESERVE SYSTEM

[12CFR Part 225 ]
[Reg. Y]
BANK HOLDING COMPANIES
Nonbanking Activities

By notice of proposed rulemaking pub-
lished in the FEDERAL REGISTER on Sep-
tember 19, 1974 (39 FR 33741), and re-
vised with respect to the date and scope
of the oral presentation on October 31,
1974 (39 FR 38423), the Board of Gover-
nors proposed, in connection with an ap-
plication * filed pursuant to section 4(c¢)
(8) of the Bank Holding Company Act
(12 U.S.C. 1843(c) (8)) and § 225.4(b) (2)
of the Board’s Regulation ¥ (12 CFR
225.4(b) (2)), to add to the list of activ-

1 Application by Pirst Bancorp, Inc., Cor-
slcana, Texas, to retain First Travel Agency.
Corsicana, Texas.
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ities that it has determined to be closely
related to banking or managing or con-
trolling banks (§ 225.4(a) of Regulation
Y), the operation of a travel agency. An
oral presentation considering possible
rulemaking with respect to the proposal
was held on January 14, 1975.

The Board has considered all com-
ments received prior to the oral presen-
tation, the record of the oral presenta-
tion, and all comments submitted in con-
nection with, and subsequent to, the oral
presentation. After considering all rele-
vant aspects of the proposal to add the
operation of a travel agency to the list of
closely related activities, the Board has
determined not to adopt this activity as
permissible for bank holding companies
under § 225.4(a) of Regulation Y.

Operation of a travel agency requires
the offering of a broad range of services,
including but not limited to the sale of
travelers checks,* procuring carrier pas-
sage and other travel accommodations
by acting as agent for passengers and
carriers, and acting as collection agent
for airline, railroad, steamship or other
companies. In addition, travel agents
must have specialized knowledge con-
cerning such diverse matters as pass-
ports, visas, inoculations, and taxing
regulations, as well as familiarity with
local and regional social customs.’ In
effect, a travel agency is “a personalized
department store of travel.” *

Before the Board may authorize a bank
holding company to engage in a new
activity pursuant to section 4(c) (8) of
the Bank Holding Company Act, there
are two major issues that must be re-
solved. These are whether the activity is
closely related to banking or managing
or controlling banks, and, if so, whether
it is a proper incident thereto. It is in the
second of these tests that the weighing
of the public benefits is of significance.

In a recent decision by the United
States Court of Appeals, for the District
of Columbia, National Courier Associa-
tion ». Board,” that Court commented
on the kinds of connections that may
qualify an activity as “closely related to
banking.” The Court stated there were
at least three kinds of connections which
could qualify an activity as closely re-
lated: first, that banks generally have
At the present time, the number of banks
currently providing travel agency serv-
ices number only about 150 or less than

*The sale of travelers checks has been
found by the Board to be a closely related
activity (see Board Order of June 14, 1973,
approving application of BankAmerica Cor-
poration, San Francisco, California, to en-
gage de novo in issuance and sale of travelers
checks) .

*There are certain unique licensing re-
quirements that a travel agency must meet
In order to be eligible to sell transportation
tickets for member carriers of airline asso-
cations, Principal among these assoclations
are the Air Traffic Conference (ATC) (which
appoints, or licenses, travel agents to sell
domestic air travel) and the International
Alr Transport Assoclation (IATA).

‘Arnold Tours, Inc, v. Camp, 338 F. Supp,
721, 728 (1972).

PROPOSED RULES

in fact provided the proposed service;
second, that banks generally provide
services that are operationally or func-
tionally so similar to the proposed serv-
ices as to equip them particularly well
to provide the proposed services; and
third, that banks generally provide serv-
ices that are so integrally related to the
proposed services as to require their pro-
vision in a specialized form.

On the basis of the record in this pres-
ent proceeding before the Board, it ap-
pears that the only standard under the
criteria previously applied by the Board,
and as set forth by the Court of Appeals
in the Courier decision, that might be
regarded as being applicable is that re-
lating to whether banks generally have
provided the proposed service. However,
the character of the services offered by
travel agencies, as it has evolved to the
present day, has departed from that of-
fered over a century ago to accommodate
people immigrating to the United States.®
one percent of all commercial banks in
the United States, and they account for
less than two percent of all travel agen-
cies in the nation. Furthermore, nearly
two-thirds of the travel agencies affili-
ated with banking organizations have
been established within the past fifteen
years.'

It is the Board's view, in light of the
above and other facts of record, that
there exists an insufficient historical re-
lationship between the proposed activity
and the general nature of banking activi-
ties to meet the closely related test of
section 4(c) (8). Neither does the Board
conclude that the proposed activity is
functionally or integrally related to other
banking activities which have been previ-
ously found to be permissible within the
tests set forth in the Courier decision.
Accordingly, the Board finds that the
operation of a travel agency is no% closely
related to banking or managing or con-
trolling banks. Since the Board has
found that the operation of a travel
agency is not closely related, the Board
does not reach the further questior. of the
potential public benefits resulting from
performance of the proposed activity.®

By order of the Board of Governors,
effective January 26, 1976.

[sEAL] THEODORE E. ALLISON,
Secretary of the Board.

[FR Doc.76-3307 Filed 2-3-76;8:46 am]

5516 F. 2d 1229, 1287 (1975).

S Arnold Tours, Inc. v, Camp, 472 F. 2d
427, 434 (1972).

" Based on data submitted by the Associa~
tion of Bank Travel Bureaus.

8 Proponents of and opponents to adding

this activity to the permissible list have
presented arguments regarding the nature of
the public benefits involved in approving this
activity; however, as discussed above, the
Board's finding that the proposed activity
is not closely related to banking precludes
any weighing of public benefits.
Thus, the Board has determined not to
add the operation of a travel agency to
the list of permissible activities in Regu-~
lation Y.

SECURITIES AND EXCHANGE
COMMISSION

[ 17 CFR Part 240 ]
[Release No. 84-12063; File No. S7-612]

TEMPORARY EXEMPTION FROM BROKER-
DEALER REGISTRATION

Certain Exchange Members

The Commission today published for
comment proposed Rule 15a-4 under
Section 15(a) (2) of the Securities Ex-
change Act of 1934 (the “Act”) which
would provide a temporary exemption
from the broker-dealer registration re-
quirement contained in Section 15 of the
Act for certain members of national se-
curities exchanges.

The Securities Acts Amendments of
1975 (Pub. L. No. 94-29 (June 4, 1975))
amended Section 15 of the Act, in ef-
fect, to require by December 1, 1975,
persons effecting transactions exclu-
sively on a national securities exchange
to register with the Commission as
broker-dealers. Proposed Rule 15a-4 is
designed to providz: a temporary exemp-
tion from the broker-dealer registration
requirement for a member of an ex-
change who becomes disassociated from
a registered broker-dealer and who has
filed Form BD. The exemption would per-
mit the exchange member to continue,
with the written consent of the ex-
change submitted to the Commission
with Form BD, to transact business on
the floor of the exchange prior to the
time that an order granting such reg-
istration as a broker-dealer has been
issued by the Commission. Such exemp-
tion would not be available to any per-
son while there is pending before the
Commission any proceeding pursuant to
Section 15(b) (1) (B) involving such
person.

The text of proposed Rule 15a—4 is as
follows:

§ 1504 Forty-five day exemption from
Registration for Certain Members of
National Securities Exchanges.

(a) A natural person who is a mem-~-
ber of a national securities exchange
shall, upon termination of his associa-
tion with a registered broker-dealer, be
exempt, for a period of forty-five days
after such fermination from the regis-
tration requirement of Section 15(a) of
the Act solely for the purpose of con-
tinuing to effect transactions on the
floor of such exchange if (1) such per-
son has filed with the Commission an
application for registration as a broker-
dealer and such person complies in all
material respects with rules of the Com-
mission applicable to registered brokers
and dealers and (2) such exchange has
filed with the Commission a statement
that it has reviewed such application
and that there do not appear to be
grounds for its denial.

(b) The exemption from registration
provided by this rule shall not be avail-
able to any person while there is pend-
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ing before the Commission any proceed-
ing involving any such person pursuant
to Section 15(b) (1) (B) of the Act.

Interested persons are invited to sub-
mit written views, data and arguments
concerning proposed Rule 15a—4 before
March 26, 1976. Persons desiring to make
written submissions should file six copies
thereof with the Secretary of the Com-
mission, Securities and Exchange Com-
mission, Washington, D.C. 20549, All
submissions should refer to File Number
S7-612.

By the Commission.

GEORGE A. FITZSIMMONS,
Secretary.
JANUARY 27, 1976.

[FR Doc.76-3264 Filed 2-3-76;8:45 am]
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DEPARTMENT OF STATE
[Public Notice CM-6/13]

ADVISORY PANEL ON ACADEMIC MUSIC
Meeting

Pursuant to Public Law 92-463, the
Federal Advisory Committee Act, notice
is hereby given that the Advisory Panel
on Academic Music has scheduled a
meeting to be held on Monday, March 1,
1976, in Room 507 at the Department of
State, Annex 2, 515 22nd Street NW.,
Washington, D.C. The meeting hours will
be from 10:00 a.m. to 12:30 p.m. and
from 2:00 p.m. to 5:00 p.m.

The sessions will be open to the public.
The agenda is:

(1) Review of program policles and guide-

lines;

Review of recent overseas tours In the

music field sponsored by the Department

of State;

(3) Evaluation of tapes and records of aca-
demic performing arts groups which are
planning tours abroad, and other col-
lege/university performing groups which
wish to be considered as candidates for
grants, sponsorship or other assistance
in connection with overseas tours,

Members of the public in attendance
who wish to comment on the agenda
items may do so, subject to restrictions
of time and direction of the Chair.

For the purpose of fulfilling building
security requirements, it is requested
that persons wishing to attend this open
sesslon advise the Executive Secretary,
Beverly Gerstein, by telephone before
February 26; the telephone number is
(area code 202) 632-2848,

The meeting room has a seating ca-
pacity of 30, so the public will be ad-
mitted on & first-come, first-served basis.

Dated: January 28, 1976.

Guy E. CORIDEN,
Director, Office of
International Arts Affairs.

[FR Doe.76-3329 Filed 2-3-76;8:45 am]

(2

{Public Notice CM-8/14]

ADVISORY PANEL ON FOLK MUSIC
AND JAZZ

Meeting

Pursuant to Public Law 92-463, the
Federal Advisory Committee Act, notice
Is hereby given that the Advisory Panel
on Folk Music and Jazz has scheduled
& meeting to be held on Wednesday,
March 3, 1976, in Room 507 at the De-
partment of State, Annex 2, 515 22nd
Street NW., Washington, D.C. The meet-
ing hours will be from 10:00 a.m. to 12:30
b.m, and from 2:00 p.m. to 5:00 p.m.

The sessions will be open to the public.
The agenda is:

(1) Review of program policies and guide-
lines;

(2) Review of recent overseas tours in the
jazz and folk music field sponsored by
the Department of State;

Evaluation of tapes and records of jazz,
folk and popular performing arts groups
which are planning tours abroad, and
other jazz and folk music groups which
wish to be considered as candidates for
grants, sponsorship or other assistance
in connection with overseas tours.

(3)

Members of the public in attendance
who wish to comment on the agenda
items may do so, subject to restrictions
of time and directior. of the Chair.

For the purpose of fulfilling building
security requirements, it is requested
that persons wishing to attend this open

‘session advise the Executive Secretary,

Beverly Gerstein, by telephone before
March 1; the telephone number is (area
code 202) 632-2846.

The meeting room has a seating capac-
ity of 30, so the public will be admitted
on a first-come, first-served basis.

Dated: January 28, 1976.

Guy E. CORIDEN,
Director, Office of
International Arts Affairs.

[FR Doc.76-3330 Filed 2-3-76;8:45 am)

[Public Notice CM-8/15]

SHIPPING COORDINATING COMMITTEE
SUBCOMMITTEE ON SAFETY OF LIFE
AT SEA

Meeting

The working group on bulk chemicals
of the Subcommittee on Safety of Life
as Sea, a subcommittee of the Shipping
Coordinating Committee, will hold an
open meeting at 10:00 a.m. on Tuesdsay,
February 24, 1976, in Room 8332 of the
Department of Transportation, 400 Sev=
enth Street SW., Washington, D.C.

The purpose of the meeting is to dis-
cuss preparations for the First Session of
the Subcommittee on Bulk Chemicals of
the Intergovernmental Maritime Consul-
tative Organization (IMCO) to be held
in London May 17-21, 1976. The agenda
for the First Session of the Subcom-
mittee on Bulk Chemicals follows:

—Adoption of the agenda.

—Decisions of the Maritime Safety Commit~
tee and the Marine Environment Protec~
tion Committee.

—Consideration of terms of reference, work
programme, and methods of work.

—Gas carrier codes and related matters (pri-
ority ttem).

—Bulk chemical code and related matters.

—Hazard evaluation of noxious substances
(priority item).

—Procedures and arrangements for the dis-
charge of noxious liquid substances (pri-
ority item).

—Reception facilities for noxious liguid sub-
stances (priority item).

—Future work programme and date of next
session.

—Any other business.

—Conslderation of the report of the session.

Requests for further information on
the meeting should be directed to Mr. R.
J. Lakey, United States Coast Guard. He
may be reached by telephone on (area
code 202) 426-2170.

The Chairman will entertain com-
ments from the public as time permits.

Dated: January 26, 1976.

SamvueEL V. SMITH,
Acting Director,
Office of Maritime Affairs.

[FR Doe.76-3328 Filed 2-3-76;8:45 am |

DEPARTMENT OF THE TREASURY

Fiscal Service
[Dept. Cire. 570, 1975 Rev., Supp. No. 12]

BANKERS AND SHIPPERS INSURANCE
COMPANY OF NEW YORK

Surety Companies Acceptable on Federal
Bonds; Termination of Authority

Notice is hereby given that the Certifi-
cate of Authority issued by the Treasury
to Bankers and Shippers Insurance Com-~
pany of New York, Burlington, North
Carolina, under Sections 6 to 13 of Title
6 of the United States Code, to qualify as
an acceptable surety on Federal bonds is
hereby terminated, effective this date.

The company was last listed as an ac-
ceptable surety on Federal bonds at 40
FR 29248, July 10, 1975.

Bond-approving officers of the Gov-
ernment should, in instances where such
action is necessary, secure new bonds in
lieu of bonds executed by Bankers and
Shippers Insurance Company of New
York,

Dated: January 29, 1976.

[sEAL] Davip Mosso,
Fiscal Assistant Secretary.

[FR Doc.76-3332 Flled 2-3-76;8:45 am]

[Dept. Circ. 570, 1976 Rev., Supp. No. 11]
MICHIGAN MUTUAL INSURANCE CO.
Surety Companies Acceptable on Federal

Bonds

A Certificate of Authority as an ac-
ceptable surety on Federal bonds has
been issued by the Secretary of the
Treasury to the following company under
Sections 6 to 13 of Title 6 of the United
States Code. An underwriting limitation
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of $4,009,000 has been established for
the company.

Name of company, location of principal
executive office, and State in which
incorporated:

Michigan Mutual Insurance Company
Detroit, Michigan
Michigan

Certificates of Authority expire on
June 30 each year, unless sooner revoked,
and new Certificates are issued on July 1
so long as the companies remain qualified
(31 CFR Part 223). A list of qualified
companies is published annually as of
July 1 in Department Circular 570, with
details as to underwriting limitations,
areas in which licensed to transact surety
business and other information. Copies
of the Circular, when issued, may be ob-
tained from the Treasury Department,
Bureau of Government Financial Opera-
tion, Audit Staff, Washington, D.C. 20226.

Dated: January 28, 1976.

[SEAL] Davip Mosso,
Fiscal Assistant Secretary.

[FR Doc.76-3331 Piled 2-3-76;8:45 am]

DEPARTMENT OF DEFENSE
Department of the Air Force
USAF SCIENTIFIC ADVISORY BOARD
Meeting

JANUARY 30, 1976.

The USAF Scientific Advisory Board
Scvience and Technology Advisory
Group, Standing Committee on Research,
will hold meetings on February 24, 1976
from 9:00 am. to 5:00 pm. and Feb-
ruary 25, 1976 from 8:00 a.m. to 4:00 p.m,
at the Air Force Office of Scientific Re-
search, Bolling AFB, Washington, D.C,,
Room 210, Building 410.

The Committee will receive briefings
and participate in discussions relating to
the review, selection, and funding proc-
esses for the Air Force Research Program
for the coming year.

The meetings concern matters listed in
Section 552(b) of Title 5, United States
Code, specifically subparagraph (5)
thereof, and accordingly the meetings
will be closed to the public.

The briefings will include pre-procure-
ment funding information which, if re-
leased to the general public, would allow
potential bidders a preferential position
in competing for up-coming contracts
and grants.

For further informaiton contact the
Scientific Advisory Board Secretariat at
(202) 697-8404.

JAMES L. ELMER,
Major, USAF, Executive,
Directorate of Administration.

|FR Doc.76-3293 Piled 2-3-76,8:45 am |

USAF SCIENTIFIC ADVISORY BOARD
Meeting
JANUARY 30, 1976,

NOTICES

posites will hold meetings on February
22-23, 1976 at Wright-Patterson AFB,
Ohio. The meetings will convene at 8:00
a.m. and adjourn at 5:00 p.m. on both
days. A

The Committee will review the Aero-
nautical Systems Division/Air Force
Wright Aeronautical Laboratories ad-
vanced composites program.

The meeting will be open to the public.

For further information contact the
Scientific Advisory Board Secretariat at
(202) 697-8845.

JAMES L, ELMER,
Major, USAF, Executive,
Directorate of Administration.

[FR Doc.76-3294 Filed 2-3-76;8:46 am|

USAF SCIENTIFIC ADVISORY BOARD
Meeting

JANUARY 29, 1976.

The USAF Scientific Advisory Board
Electronics Panel will hold meetings at
the Armament Development and Test
Center (ADTC), Eglin Air Force Base,
Florida, on February 26-27, 1976 from
8:00 a.m. to 5:00 p.m., both days.

The Panel will receive classified brief-
ings and hold classified discussions on
the capabilities of ADTC and key Air
Force munitions programs.

The meetings concern matters listed
in Section 552(b) of Title 5, United
States Code, specifically subparagraph
(1) thereof, and accordingly the meet-
ings will be closed to the public.

For further information contact the
Scientific Advisory Board Secretariat at
(202) 697-8404.

James L. ELMER,
Major, USAF Ezecutive,
Directorate of Administration.

[FR Doc¢.76-3295 Filed 2-3-76,8:45 am

USAF SCIENTIFIC ADVISORY BOARD
Meeting
JANUARY 29, 1976.

The USAF Scientific Advisory Board
Aeronautical Systems Division Advisory
Group will hold a meeting on Febru-
ary 27, 1976 from 8:30 a.m. to 5:00 p.m.
in Room 316, Building 52, Area B,
Wright-Patterson Air Force Base, Ohio.

The Group will receive briefings and
hold discussions on the current struc-
tural status eof the C-5 wing and the
proposed redesign modification thereto.
The meeting will be open to the public.

For further information contact the
Scientific Board Secretariat at 202-697-
8404,

JaMmes L. ELMER,
Major, USAF, Execulive,
Directorate of Administration.

| FR Doc.76-3286 Filed 2-3-76;8:45 am |

USAF SCIENTIFIC ADVISORY BOARD
Meeting
JANUARY 29, 1976.

The USAF Scientific Advisory Board ‘The USAF Scientific Advisory Board

ad hoc Committee on Advanced Com-

Armament Development and Test Cen-

ter Advisory Group will hold meetings
on February 26-27, 1976 from 8:00 a.m.
to 5:00 p.m., both days, at Eglin AFB,
Florida, in Building 1, Room 118,

The Group will receive and discuss
classified matters related to Armament
Management, Development and Acqui-
sition.

The meetings concern matters listed
in Section 552(b) of Title 5, United
States Code, specifically subparagraph
(1) thereof, and that accordingly the
meetings will be closed to the public.

For further information contact the
Scientific Advisory Board Secretariat at
(202) 697-8404.

JAMES L. ELMER,
Major, USAF, Ezecutive,
Directorate of Administration.

|FR Doc.76-3297 Filed 2-3-76;8:45 am |

USAF SCIENTIFIC ADVISORY BOARD
Meeting

JANUARY 26, 1976.

The USAF Scientific Advisory Board
TOA/DME Steering Group will hold a
meeting in the Pentagon, Room 5C-1040,
on March 3, 1976, from 9:30 a.m. to 5:00
p.m.

The Group will receive classified briei-
ings and hold classified discussions on
current and future ECM/ECCM and
TOA/DME technology programs. The
group will meet in Executive Session to
discuss future efforts/tasks.

The meeting concerns matters listed in
Section 552(b) of Title 5, United States
Code, specifically subparagraph (1)
thereof, and that accordingly the meet-
ing will be closed to the public.

For further information contact the
Scientific Advisory Board Secretariat at
(202) 697-8845.

James L. ELMER,
Major USAF, Executive,
Directorate of Adminisiration.

[FR Doc.76-8311 Filed 2-3-76;8:45 am]

Department of the Army

ARMY HISTORICAL ADVISORY
COMMITTEE

Meeting
JANUARY 26, 1976.

In accordance with section 10(A) (2}
of the Federal Advisory Committee Act
(Pub. L. 92-463) announcement is made
of the following committee meeting:
Name: Department of the Army Historica

Advisory Committee.

Date: 9 April 1976. )

Place: Conference Room, 6A-097, Forresia
Building, Washington, DC 20314.

Time: 1000-1140, 1345-1515.

Proposed Agenda: 1000-1140—Review of his-
torical activities, 1345-1515—Discussion of
activities and executive session of the
committee.

Purpose of meeting: The commiltee
will review the past year’s historical ac-
tivities based on reports and manu-
seripts received throughout the year and
formulate recommendations to the Sec-
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retary of the Army for advancing the
purposes of the Army Historical Pro-
ram.

: Meetings of the Advisory Committee
are open to the public. Public attend-
ance depending on available space, may
be limited to those persons who have no-
tified the Advisory Committee Manage-
ment Office in writing, at least five days
prior to the meeting of their intention to
attend the April 9 meeting.

Any member of the public may file a
written statement with the Committee
before, during or after the meeting. To
the extent that time permits the Com-
mittee Chairman may allow public pres-
entations of oral statements at the
meeting.

All communications regarding this
Advisory Committee should be addressed
to LTC D. A. Roberts, Advisory Com-
mittee Management Officer for the Chief
of Military History, Room 6B-018, For-
restal Building, Washington, DC 20314.

By authority of the Secretary of the
Army:
RoBERT G. FLOWERS, JT.,
Lt. Colonel, U.S. Army,
Chief, Plans Office, TAGO.

[FR Do¢.76-3312 Flled 2-3-76,8:45 am]

MILITARY HISTORY RESEARCH
COLLECTION ADVISORY COMMITTEE

Meeting

JANUARY 26, 1976.

In accordance with section 10(A) (2)
of the Federal Advisory Committee Act
(Pub. L. 92-463) announcement is made
of the following committee meeting:
Name: U.S. Army Military History Research

Collection Advisory Committee.

Date: 12-13 April 1976.

Place: Upton Hall, Carlisle Barracks, Penn-
sylvania.

Time: 1300-1645, 12 April 1976, 0900-1130,
13 April 1976.

Proposed Agenda: 1300-1645, 12 April 1976:
Review of Military History Research Col-
lection activities; 0900-1000, 13 April 1976:
Continuation of Review: 1000-1130, 13
April 1976: Executive Session.

Purpose of Meeting: The Committee
will review the activities of the US Army
Military History Research Collection
(MHRC) activities during the past year
based on reports and records and will
formulate a recommendation to the Sec-
retary of the Army for the advancement
and development of MHRC.

Meetings of the Advisory Committee
are open to the public. Public attend-
ance, depending on available space, may
be limited to those persons who have no-
tified the Advisory Committee Manage-
ment Officer in writing, at least 5 days
brior to the meeting of their intention
to attend the April 12 or 13 meetings.

Any person may file a written state-
ment with the Committee before, during
or after the meeting. To the extent that
time permits the Committee Chairman
may allow public presentation of oral
statements at the meeting.

All communications regarding this Ad-
visory Committee meeting should be ad-
dressed to:

NOTICES

LTC Charles Hanson,

Advisory Committee Management Officer for
the U.S. Army Military History Research
Collection, USAMHRC,

Carlisle Barracks, Pennsylvania 17013.

By Authority of the Secretary of the
! ROBERT G. FLOWERS, Jr.,

Lt. Colonel, U.S. Army
Chief, Plans Office, TAGO.

[FR Doc.76-3313 Filed 2-3-76;8:45 am|

WINTER NAVIGATION BOARD ON GREAT
LAKES—ST. LAWRENCE SEAWAY

Notice of Meeting

Pursuant to section 10(a)(2) of the
Federal Advisory Committee Act (Public
Law 92-463), notice is hereby given of a
meeting of the Winter Navigation Board
to be held on 2 March 1976 at the Host
International Hotel at Detroit Metro-
politan Airport in Romulus, Michigan.
The meeting will be in session from 10:00
A.M, until approximately 4:00 P.M.

The Winter Navigation Board is a
multi-agency organization which in-
cludes representatives of Federal agen-
cies and non-Federal public and private
interests. It was established to direct the
Great Lakes-St. Lawrence Seaway
navigation season extension investiga-
tions being conducted pursuant to Pub.
L. 91-611 and 93-251.

The primary purpose of the meeting is
to discuss future plans for the extended
season program. Discussion will include
the FY-76 and Transition Quarter Pro-
grams, the Demonstration Program Re-
port to Congress, future Board activities
and Interim Feasibility Study public
meetings held in February 1976.

The meeting will be open to the public
subject to the following limitations:

a. As the seating capacity of the
meeting room is limited, it is desired that
advance notice of intent to attend be
provided. This will assure adequate and
appropriate arrangements for all at-
tendants.

b. Written statements, to be made part
of the minutes, may be submitted prior
to, or up to 10 days following the meet~
ing, but oral participation by the public
is limited because of the time schedule,

Inquiries may be addressed to Mr.
David Westheuser, U.S. Army Engineer
District, Detroit, Corps of Engineers, P.O.
Box 1027, Detroit, Michigan 48231, tele-
phone (313) 226-6770.

By Authority of the Secretary of the
Army.

Dated: January 28, 1976.

ROBERT G. FLOWERS, Jr.,
Lt. Colonel, U.S. Army,
Chief, Plans