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January 8, 1980

NOTE: .

Due to a shortage of newsprint, today’s Federal
Register is printed on a higher quality paper. As
supplies become available, the Federal Register
will resume the use of newsprint.

Highlights

1587  Tariff reduction on certain products to carry out
trade agreements with Indonesia, Trinidad, and
Tobago and the Cartegena Agreement
Presidential proclamation

1585  Financial assistance for Jordan Presidential
determination

1673  University Coal Research Laboratories Program
DOE/ERQ announces cancellation of fossil energy
and related programs due to funding limitations;
effective 12-14-79, proposals by 3-1-80

1844 Summer Food Service Program USDA/FNS
issues rule giving State agencies authority to
determine “rural” pockets in Standard Metropolitan
_S!alisitical Areas; effective 1~1-80 (Part VII of this
issue

1840 Metric System Interagency Committee on Metric
Policy gives notice of conversion policy for Federal
agencies (Part VI of this issue)

1642 Federal Employment Labor proposes standards
for part-time career employment; comments by
3-10-80
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Age Discrimination State/ICA/AID proposes
nondiscrimination on basis of age in programs or
activities receiving Federal financial assistance
from foreign affairs agencies; comments by 3-10-80

Business and Industrial Loans USDA/FMHA
announces insured loan interest rates of 12%2
percent; effective 1-8-80

National Research Service Awards HEW/PHS
expands scope of regulations, liberalize service and
financial payback requirements, and make technical
changes; effective 1-8-80 (Part III of this issue)

Privacy Act DOD/Army/DMA/NSA/FHLBB
publish documents affecting the systems of records;
effective 1-8 and 2-7-80 (4 documents)

Securities SEC proposes request for confidential
treatment of records obtained by the Commission;
comments by 3-5-80

Federal Old-Age, Survivors, and Disablility
Insurance  HEW/SSA explains new formula for
determining maximum amount of benefits that can
be paid; effective 1-8-80, reduction provision
effective 1-1~79

Federal Old-Age, Survivors, and Disabllity
Insurance HEW/SSA issues rules regarding new
methods to compute basic benefits, minimum
benefits, and cost-of-living increases, and to
recompute the basic benefit amount; effective
1-8-80, new methods effective 1~1-79

Pesticides USDA/FS invites comments on policy
on criteria for use of 2,4,5-T or other pesticides
containing TCDD and 2,4-D; comments by 3-10-80

Civil Aircraft Agreement Treasury/Customs
proposes to amend Customs Regulations; comments
by 3-10-80

Anti-Inflation Price Standards CWPS issues
interim rules on standards for financial institutions
and for providers of insurance; effective 1-1-80,
comments by 2-7-80 (Part II of this issue)

Sunshine Act Meetings
Separate Parts of this Issue

Part Il CWPS

Part lil HEW/PHS

Part IV Treasury/Secretary

Part V Labor/Secretary

Part Vi Interagency Committee on Metric Policy
Part Vil USDA/FNS
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The President Commerce Department

ADMINISTRATIVE ORDERS

Jordan, financial assistance [Presxdentlal
Determination No. 80-9 of Dec. 20, 1979)
PROCLAMATIONS

Tariff reduction on certain products to carry out
trade agreements with Indonesia, Trinidad and
Tobago and the Cartegena Agreement (Proc. 4711)

Executive Agencies

Agency for International Development
PROPOSED RULES .
Nondiscrimination:
Age discrimination in federally-assisted
programs; cross reference

Agricultural Marketing Service

RULES

‘Walnuts grown in Calif.

PROPOSED RULES

Oranges {navel) grown in Ariz. and Calif.

Agriculture Department

See Agricultural Marketing Service; Agricultural
Stabilization and Conservation Service; Animal
and Plant Health Inspection Service; Farmers
Home Administration; Food and Nutrition Service;
Forest Service; Soil Conservation Service.

Agricultural Stabilization and Conservation

Service

NOTICES

Corn, sorghum, barley, oats, rye, and soybean; 1980
program determination

Air Quality National Commission
NOTICES

Meetings

Animal and Plant Health Inspection Service

PROPOSED RULES

Livestock and pouliry disease control:
Tuberculosis; indemnity payment for animals
destroyed

Plant quarantine, domestic:
Scleroderris canker (European strain)

Army Department

See also Engineers Corps.
NOTICES

Privacy Act; systems of records

Civil Aeronautics Board

NOTICES

Hearings, etc.:
Domestic service mail rates investigation, et al.
Kansas City-New York/Buffalo/Philadelphia/
Pittsburgh route authority

1657

1657
1657

1657

1633

1663
1663

1660

1655

1664

1667
1669
1672
1778

1673

See Economic Development Administration;
Industry and Trade Administration; National
Bureau of Standards; National Oceanic and
Atmospheric Administration; National Technical
Information Service.
NOTICES
Committees; establishment, renewals, terminations,
etc.
Mid-Atlantic Fishery Management Council
Advisory Panel, et al.
Meetings:
Commerce Technical Advisory Board
Privacy Act; systems of records; annual
publication; correction

Commodity Futures Trading Commission

NOTICES

Futures contracts, proposed; availability:
Commodity Exchange, Inc.

Customs Service
PROPOSED RULES
Air commerce and arlicles conditionally free,
subject to reduced rates, etc.:
Civil aircraft agreement

Defense Department
See also Army Department; Defense Mapping
Agency; Engineers Corps; National Security
Agency.
NOTICES
Meetings:

Defense Intelligence Agency Advisory Committee
Per diem rates; civilian personnel; changes

Defense Mapping Agency
NOTICES
Privacy Act; systems of records

Economic Development Administration
NOTICES
Import determination petitions:

Wexler Knitting Mills, et al.

Economic Regulatory Administration
NOTICES
Canadian allocation pro :
Crude oil, January through March; 1980 allocation
period
Consent orders:
Azmi Younis Service, et al.
Bartell's Mobil, et al.
Coline Gasoline Corp.
Natural gas importation; applications:
Columbia Gas Transmission Corp.
Remedial orders:
Bragg Service Center, et al.
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Education Department NOTICES .
NOTICES 1780  Meetings; Sunshine Act
1777  Intergovernmental Advisory Council on Education;
request for nominations Federal Energy Regulatory Commission
NOTICES
Employment and Training Administration 1;22’ Meetings; Sunshine Act (3 documents)
NOTICES 1
1697 Employment transfer and business competition
determinations; financial assistance applications :ggli;asl Home Loan Bank Board
Energy Department 1681  Privacy Act; systems of records
See Economig Regulatory Administration; Energy Federal Maritime Commission
Research Office. NOTICES
. 1683  Agreements filed, etc.
Energy Research Office Freight forwarder licenses:
NOTICES . L 1683 Carmichael Forwarding Service
Coal research laboratories program, university: Rate increases, etc.; investigations and hearings,
1673 Program announcement; cancellation etc.:
1685 Far Eastern Shipping Co.
Engineers Corps 1683  Tariffs; classification as inactive; list
NOTICES
Environmental statements; availability, etc.: Federal Reserve System
1659 Yazoo area pump project, Miss. NOTICES
Applications, etc.:
Environmental Protection Agency 1688 Citicorp et al.
PROPOSED RULES 1687 First Bloomington Corp.
Air quality control regions, criteria and control 1688 First Citizens Financial Corp. of Vivian, Inc.
techniques: 1687 First Financial Group of New Hampshire, Inc.
1647 Attainment status designations; Nevada 1687 Mercantile Texas Corp.
Air quality implementation plans; approval and 1688 New Richmond Bancorporation
promulgation; various States, etc.: 1687 Republic of Texas Corp.
1643 Oregon 1687 SBT COI‘p. .
NOTICES 1688 Waupaca Bancorporation
Environmental statements; availability, etc.: 1781  Meetings; Sunshine Act (2 documents)
1678 Agency statements, weekly receipts
Pesticides; experimental use permit applications: Federal Trade Commission
1677 Southern Forest Experiment Station, Miss., et al. NOTICES . . )
Pesticides; tolerances in animal feeds and human Premerger notification waiting periods; early
food: terminations:
1673 E. L. du Pont de Nemours & Co. 1689 CIBA-GEIGY Ltd.
Toxic and hazardous substances control: 1781  Meetings; Sunshine Act
167 i i . .
1672, Premanufacture notices receipts (2 documents}) Food and Drug Administration
RULES
Farm Credit Administration Animal drugs, feeds, and related products:
RULES 1613 Procaine penicillin G in oil; correction
Organization and functions: Foods, acidified: _
1594 Deputy Governor, et al.; farm credit securities 1612 Emergency permit control; effective date
loss, applicants for relief confirmation L
1612  Orange juice and concentrated orange juice with
Farmers Home Administration preservative; identity standards; effective date
RULES confirmation
: NOTICES
1593 Gl;?:éléiig;gifl rga?iznflg; conditional Food additives, petitions filed or withdrawn:
commitment to guarantee form removal from 1690 E.L du Pont de Nemours & Co.
CFR 1690 Olin Corp.
NOTICES 1690 R. T. Vanderbilt Co., Inc.
1650 ?e?tselsness and industrial loans, insured; interest Food and Nutrition Service
RULES
Federal Communications Commission 1844  Summer Food Service Program for Children
NOTICES .
e
1780  Meetings; Sunshine Act (2 documents) :g;lcsétsServme
. 1650  Pesticide use and criteria for 2,4,5-T or 2,4-D;
:sfgal Deposit Insurance Corporation policy; inquiry
Practice and procedure:
1594 Forms, instructions, reports, and loans by

correspondent banks; correction
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1759
1725

1776

1724
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General Services Administration
NOTICES
Authority delegations:

Defense Department Secretary

Health, Education, and Welfare Department
See also Food and Drug Administration; Public
Health Service; Social Security Administration.
NOTICES
Meetings:
Financing Elementary and Secondary Education
Advisory Panel

Heritage Conservation and Recreation Service
NOTICES
Historic Places National Register; additions,
deletions, etc.:

Arkansas, et al.

Industry and Trade Administration
RULES
Agency nomenclature change; correction

Interior Department

See also Heritage Conservation and Recreation
Service; Land Management Bureau; National Park
Service; Water and Power Resources Service.
NOTICES

Alaska Native Claims Settlement Act; valid

existing rights

International Communication Agency
PROPOSED RULES
Nondiscrimination:
Age discrimination in federally-assisted
programs

International Trade Administration

RULES

Export licensing:
Foreign policy export controls; identification and
continuation; interim rule and request for
comments

NOTICES

Meetings:
Telecommunications Equipment Technical
Advisory Committee; date change

International Trade Commission
NOTICES
Meetings; Sunshine Act

Interstate Commerce Commission
NGTICES
Hearing assignments
Motor carriers:
Agricultural cooperative transportation; filing
notices
Permanent authority applications
Petitions, applications, finance matters (including
temporary authorities), alternate route deviations,
intrastate applications, gateways, and pack and
crate
Railroad car service orders; various companies:
Kansas City Terminal Railway Co.
Railroad services abandonment:
Chicago & North Western Transportation Co.
Marinette, Tomahawk & Western Railroad Co.

1725

1696

1836

1642

1697
1698
1698
1698
1699
1699
1704
1700
1700
1700
1701
1701
1702
1703
1703
1704
1704
1705
1705
1705
1706

1691

1709

1712

1840

1656

1778

Southern Pacific Transportation Co.

Justice Department
NOTICES
Meetings:

Role of Courts Council

Labor Department
See also Employment and Training Administration;
Pension and Welfare Benefit Programs Office.
RULES
Nondiscrimination:
Complaint procedures under Federal employee
protection statutes
PROPOSED RULES
Employees part-time career employment
NOTICES
Adjustment assistance:
Annetla of Calif., Inc.
Baros Coat and Suit Corp.
Creations by Kenscott, Inc.
Custom Casuals, Inc.
Delaware Trucking Co., Inc.
Gem Sportswear, Inc.
Genesco, Inc.
Guyan Service Co., Inc.
Henry Friedricks & Co.
Huntingdon Apparel Manufacturing Co.
D'Leo Fashions, Inc., et al.
Elgin Joliet & Eastern Railway Co., et al.
Leemar Corp.
Leon Clothing Manufacturing, Inc.
Parflex Rubber Thread Corp.
Roller Fabrics, Inc.
Seaside Blouse Manufacturing Corp.
Skyland Virginia Corp.
Timex Clock Co.
Ware Knitters North, et al.
Zenith Radio Corp. (2 documents)

Land Management Bureau

NOTICES

Motor vehicles, off-road, etc.; area closures:
Oregon

Library of Congress
NOTICES
Meetings:
American Folklife Center Board of Trustees

Management and Budget Office
NOTICES
Privacy Act; reports of agency systems of records

Metric Policy Interagency Committee
NOTICES
Metric conversion policy for federal agencies

National Bureau of Standards
NOTICES
Meetings:

Visiting Committee

National Highway Traffic Safety Administration
NOTICES
Meeting:
Safety, Bumper, and Consumer Information
Programs
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National Oceanic and Atmospheric Postal Service
Administration RULES
RULES Organization and administration:
Fishery conservation and management: 1613 Inspection Service authority; false representation,
1613 Tanner crab off Alaska lottery, and fictitious name or address orders
National Park Service Public Health Service
NOTICES RULES . .
Environmental statements; availability, etc.: Fellowships, internships, training:
1692 Fort Washington Marina, Piscataway Park, Md.; 1822 National Research Service awards; technical
development concept plan; hearing amendments
1692 Lincoln Boyhood National Memorial, Ind.
Securities and Exchange Commission
National Science Board RULES -
NOTICES 1601  Auditing standards; accountant liability for reports
1781  Meetings; Sunshine Act g:oggzggi;%ﬂgterim financial information
. 1627  Freedom of Information; implementation;
sg::g:: I Security Agency confidential treatment of records obtained by the
1662  Privacy Act; systems of records Sg;l:;:lsssmn
National Technical Information Service 1714 Heé’;iﬁgfi)g‘gas System, Inc., et al.
NOTICES S, 1716 Eastern Utilities Associates et al.
1656  Inventions, Government-owned; availability for 1717 General Public Utilities Corp. et al.
licensing 1717 Jersey Central Power & Light Co.
Nuclear Regulatory Commission sgifl-]rgigslleatory organizations; proposed rule
PROPOSED RULES . . 1714 Boston Stock Exchange Clearing Corp.
Dlomtestlc élcentsn}gland physical protection of 1718 Municipal Securities Rulemaking Board
plants and materials: " :
1625 Strategic special nuclear material transient 1722 New England Securities Depository Trust Co.
shipments
NOTICES ﬁg?élESusiness Administration
Applications, etc.: ’ .
1710 Carolina Power & Light Co. 1722 Dn(s)aks]t:}x;oa:;(;as.
1711 Commonwealth Edison Co. et al.
1710 Duquesne Light Co. et al. :
1711 Houston Lighting & Power Co. et al. gggg' Security Administration
1711 Northern Indiana Public Service Co. Social Security benefits:
1711 Northern States Power Co. 1605 Basic computation of benefits and lump sums,
1712 Pacific Gas & Electric Co. new methods
1709 Export qf nuclear facilities or materials; license 1611 Maximum monthly amount payable for years
applications . after 1978; new formula
Safety analysis reports, safety evaluation reports;
availability, etc. Social Security National Commission
1712 Westinghouse Electric Corp, NOTICES Y
1709 Meetings: location ch
Parole Commission eetings: focation cllange
NOTICES . Soll Conservation Service
1782  Meetings; Sunshine Act NOTICES
Environmental statements; availability, etc.:
Pension and Welfare Benefit Programs Office 1652 Bear-Tilda Bogue Watershed, Miss.
NOTICES 1652 East Central Vermont R.C. & D. Area Critical
Employee _beneﬁt plans: . Area Treatment Measures, Vt.
1707 Prohibition on transactions; exemption 1653 Northern Vermont R.C. & D. Area Critical Area
proceedings, application, hearings, etc. Treatment Measures, Vt.
. Watershed projects; deauthorization of funds:
Personnel Management Office 1652 Abbotts Creek Watershed, N.C.
RULES 1652 Juniper Swamp Watershed, N.C.
Civil Service Reform Act: 1653 Mud Creek Watershed, N.C.
1591 Absence and leave; exception for individuals 1653 Stoney Creek Watershed, N.C.
under appointment to the Senior Executive 1653 Tallulah Creek Watershed, N.C.
Service 1654 Upper Bay River Watershed, N.C.
1591  Merit pay system; correction
Political participation by Federal employees in
local elections; designations:
1592 Manassas, Va.
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-
State Department CANCELLED MEETING
PROPOSED RULES
Nondiscrimination: COMMERCE DEPARTMENT
1638 Age discrimination in federally-assisted Office of the Secretary—
programs 1657 Commerce Technical Advisory Board, 1-10 and
1-11-80

1828

1816

1819

1693

Transportation Department
See National Highway Traffic Safety
Administration.

Treasury Department
See also Customs Service.

* NOTICES

National Environmental Policy Act; implementation

Wage and Price Stability Council

RULES

Wage and price guidance; anti-inflation program:
Financial institutions and insurance providers;
interim standards and requests for comments

NOTICES

Noninflationary pay and price behavior: request for

submission of Form CO-1

Water and Power Resource Service

NOTICES

Floodplain management and wetlands protection;
instructions and guidance, final procedures;
changes to reflect agency nomenclature change,
etc.

MEETINGS ANNOUNCED IN THIS ISSUE

1656

1663

1689

1696

1709

1709

1778

COMMERCE DEPARTMENT

National Bureau of Standards—

National Bureau of Standards’ Visiting Committee,
2-5-80

DEFENSE DEPARTMENT

Office of the Secretary—

Defense Intelligence Agency Advisory Committee,
2-7 and 2-8-80

HEALTH, EDUCATION, AND WELFARE DEPARTMENT
Office of the Assistant Secretary for Education—
Financing Elementary and Secondary Education
Advisory Panel, 1-24 and 1-25-80

JUSTICE DEPARTMENT

Improvements in the Administration of Justice
Office—

Council on the Role of Courts, 1-25 and 1-26-80

LIBRARY OF CONGRESS
American Folklife Center, Board of Trustees,
1-29-80

NATIONAL COMMISSION ON AIR QUALITY
Meeting, 1-28-80

TRANSPORTATION DEPARTMENT

National Highway Traffic Safety Administration—
Safety, Bumper, and Consumer Information
Programs, 1-23-80

CHANGED MEETING

COMMERCE DEPARTMENT
International Trade Administration—

1656 Telecommunications Equipment Technical
Advisory Committee, 2-7-80

HEARING CHANGE

NATIONAL COMMISSION ON SOCIAL SECURITY
1709  Hearing relocated, 1-18-80
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Presidential Documents

Title 3—

The President

[FR Doc. 80-639
Filed 1-4-80; 1:48 pm]
Billing code 3185-01-M

Presidential Determination No. 80~-9 of December 20, 1979

Determination Under Section 25 of the International Security
Assistance Act of 1979—Assistance for Jordan

Memorandum for the Secretary of State

Pursuant to the authority vested in me by section 25 of the International
Security Assistance Act of 1979, I hereby determine that Jordan is acting in
good faith to achieve further progress toward a comprehensive peace settle-
ment in the Middle East, and that the expenditure of funds appropriated or
otherwise available to carry out chapters 2 and 5 of part II of the Foreign
Assistance Act of 1961, as amended, and the Arms Export Control Act, for
Jordan in the fiscal year 1980 will serve the process of peace in the Middle
East.

You are requested to report this determination to the Congress on my behalf,
as required by law.

This determination shall be published in the Federal Register.

» %/,4__
23
THE WHITE HOUSE, d ’7

Washington, December 20, 1979.
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Presidential Documents

Proclamation 4711 of January 4, 1980

Staged Reduction of Rates of Duty on Certain Products To
Carry out Trade Agreements With Indonesia, Trinidad and
Tobago and With the Countries Forming the Cartegena
Agreement ;

A
By the President of the United States of America

A Proclamation

1. I have determined, pursuant to section 101(a) of the Trade Act of 1974 (the
Trade Act) (19 U.S.C. 2111(a)), that certain existing duties of the United States
are unduly burdening and restricting the foreign trade of the United States and
that one or more of the purposes of the Trade Act would be promoted by
entering into. the trade agreements identified in the third recital of this
proclamation,

2. Sections 131(a), 132, and 133, 134, 135, and 161(b) of the Trade Act (13 U.S.C.
2151(a), 2152, 2153, 2154, 2155 and 2211(b)) and section 4{c) of Executive Order
No. 11846 of March 27, 1975, have been complied with.

3. Pursuant to Title I of the Trade Act (19 U.S.C. 2111 et seq.), I have, through
my duly empowered representative, entered into product-specific trade agree-
ments with Indonesia, on November 29, 1979, with Trinidad and Tobago on
December 19, 1979, and with the countries forming the Cartegena Agreement
on December 14, 1979, pursuant to which United States rates of duty on
certain products would be modified as hereinafter proclaimed and as provided
for in the annexes to this proclamation, in exchange for certain measures
which will benefit United States interests.

4. In order to implement the trade agreements referred to in the third recital of
this proclamation it is necessary to modify the Tariff Schedules of the United
States (TSUS) (18 U.S.C. 1202) as provided for in the annexes to this proclama-
tion, attached hereto and made a part hereof.

5. Pursuant to section 855(a) of the Trade Agreements Act of 1979 (93 Stat.
295), I have determined that, in the case of bitters containing spirits classified
under item 168.12 of the TSUS, adequate reciprocal concessions have been
received, under the trade agreement identified in the third recital of this
proclamation which was entered into under the Trade Act of 1974, with
Trinidad and Tobago, for the application of the rate of duty appearing in rate
column numbered 1 for such item on January 1, 1979, for the comparable item
determined on a proof gallon basis.

6. Each modification of existing duty proclaimed herein which provides with
respect to an article for a decrease in duty below the limitation specified in
section 101{b)(i) of the Trade Act of 1974 (19 U.S.C. 2111 (b)(i)) is authorized by
one or more of the following provisions or statutes:

(a) Section 101(b)(2) of the Trade Act of 1974 (19 U.S.C. 2111(b)(2)), by virtue of
the fact that the rate of duty existing on January 1, 1975, applicable to the
article was not more than 5 percent ad valorem (or ad valorem equivalent};

(b) Section 109(b) of the Trade Act of 1974 (19 U.S.C. 2119(b)), by virtue of the
fact that I have determined, pursuant to that section, that the decrease
authorized by that section will simplify the computation of the amount of duty
imposed with respect to the article; and

(c) Section 855(a) of the Trade Agreements Act of 1979 (93 Stat. 295) by virtue
of the authority in such section for specified concessions based on reciprocity.
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7. Pursuant to the Trade Act, I determine that the modifications or continu-
ances of existing duties hereinafter proclaimed are required or appropriate to
carry out the trade agreements identified in the third recital of this proclama-
tion.

NOW, THEREFORE, I, JIMMY CARTER, President of the United States of
America, acting under the authority vested in me by the Constitution and the
statutes, including sections 101, 105, 109, and 604 of the Trade Act (19 U.S.C.
2111, 2115, 2119, and 2483), and Titles V and VIII of the Trade Agreements Act
of 1979 (93 Stat. 250) do proclaim, subject to any applicable provisions of the
agreements identified in the third recital of this proclamation and of the
United States law, that—

(1) The TSUS is modified as provided in Annexes I and II to this proclamation.

(2) Each of the modifications to the TSUS made by this proclamation shall be
effective as to articles entered, or withdrawn from warehouse, for consump-
tion on and after January 1, 1980.

(3) The rate of duty applicable to TSUS item 168.12 has been reduced under
section 101 of the Trade Act of 1974 (19 U.S.C. 2111), as indicated in Annex II,
from the rate of duty appearing in rate column numbered 1 on January 1, 1979,
for the comparable item determined on a proof gallon basis.

IN WITNESS WHEREOF, I have hereunto set my hand this fourth day of
January, in the year of our Lord nineteen hundred and eighty, and of the
Independence of the United States of America the two hundred and fourth.

= (e

AnNex |
Notes:

1. A rate of duty specifically set forth in this Annex which does not reflect a
concession granted in the Trade Agreement with Indonesia is enclosed in
brackets. Additional bracketed matter is included to assist in the understand-
ing of proclaimed modifications.

2. The items and superior descriptions in this annex are set forth in columnar
form, and material in such columns is inserted in the columns designated.
“Item”, “Articles”, “Rates of Duty 1", and “Rates of Duty 2", respectively, in
the Tariff Schedules of the United States.

Subject to the above notes and to the insertion, as indicated herein, of the
appropriate rates of duty set forth in Annex II to this proclamation, the Tariff
Schedules of the United States are modified as follows:

Schedule 1, Part 13
1. Item 170.65 is superseded by:

"Cigarettes:
170.63 Containing clove........... [See Annex II} ... [$4.50 per b, +
25% ad val.]
170.64 (71 ,7-1 SR [$1.06 per lb.+  [$4.50 per Ib.+
5% ad val.] 25% ad val.]™;

Schedule 1, Part 15, Subpart B

2. Schedule 1, part 5A is modified by adding the following new item in
numerical sequence:

“182.49 Shrimp chips .ccceerernrrrversensenes [See Annex I1] ... [20% ad val.]".
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{FR Doc. 80-845
Filed 1-4-80; 2:49 pm]
Billing code $185-01-M

Ezch rato m tho folowng tablo, for 2n cem in tho Tardt SchediZes of ha Urated States (TSUS) entfied theremn, o mcerted m
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This section of the FEDERAL REGISTER
contains regulatory documents having
general applicability and legal effect, most
of which are keyed to and codified in
the Code of Federal Regulations, which is
published under 50 titles pursuant to 44
U.s.C. 1510.

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

OFFICE OF PERSONNEL
MANAGEMENT

5 CFR Part 540

Merit Pay System; Implementation

AGENCY: Office of Personnel
Management.

ACTION: Final Regulations; Correction.

SUMMARY: Final regulations published in
the Federal Register (44 FR 52161-8)
September 7, 1979, provided for an
effective date of October 1, 1980 or 1981,
for the Merit Pay System. Title V of the
Civil Service Reform Act of 1978, on the
other hand, specified an effective date
for the Merit Pay System of the first day
of the first applicable pay period which
begins on or after October 1, 1981, or
earlier as prescribed by the Office of
Personnel Management. The regulations
are therefore being revised to comply
with the language in Title V.

DATE: These regulations are effective on
January 8, 1980, although the Merit Pay
System will not become operational
before October 1980.

FOR FURTHER INFORMATION CONTACT:
Barbara L. Fiss, Merit Pay Program
Manager (202) 254-8960.

SUPPLEMENTARY INFORMATION: The
revised regulations also make it clear
that the date for initial merit pay
determinations will be the same date as
that on which the system is
implemented, or no more than 60 days
after that date, rather than the normal
October 1st date.

The Director of the Office of
Personnel Management has determined
there is good cause to make these
regulations effective immediately upon .
publication to ensure continuity of
program operations.

Office of Personnel Management.
Beverly M. Jones,
Issuance System Manager.

Accordingly, the Office of Personnel
Management is revising § 540.110, Title
5, Code of Federal Regulations, to read
as follows:

PART 540—MERIT PAY SYSTEM

§540.110 Implementation.

(a) Except as provided in paragraph
(b) of this section, the Merit Pay System
shall be effective on the first day of the
first applicable pay period which begins
on or after October 1, 1981.

(b) An agency may implement the
Merit Pay System for any group or
category of supervisors or management
officials in positions classified in GS-13,
14, or 15 on the first day of the first
applicable pay period which begins on
or after October 1, 1980, provided that
the agency advises the Office of
Personnel Management of such
implementation not later than March 31,
1980.

(c) Notwithstanding section 540.104(a)
of this part, the first merit pay
determination shall be made for each
employee initially covered under the
Merit Pay System on the date the Merit
Pay System is effective for that
employee under paragraph (g) or (b) of
this section, or on the closest date after
that date that is determined by the
agency to be administratively feasible
but in no event more than 60 days after
that date.

5 U).S.C. 5401-5405; Pub. L. 85-454, Section
504,

[FR Doc. 80-584 Filed 1-7-50: 8:45 am)

BILLING CODE 6325-01-M

5 CFR Part 630

Absence and Leave

AGENCY: Office of Personnel
Management.

ACTION: Final Regulations.

SUMMARY: These regulations implement
section 410 of the Civil Service Reform
Act of 1978 which provides that annual
leave may be accumulated without
limitation by an individual while serving
under an appointment in the Senior
Executive Service (SES).

EFFECTIVE DATE: July 13, 1979,

FOR FURTHER INFORMATION CONTACT:
Betty J. Roth, 202-632-4684.
SUPPLEMENTARY INFORMATION: On
August 7, 1979 (44 FR 46288), the Office
of Personnel Management published
proposed regulations to implement
section 6304(f) of title 5, United States
Code, by adding § 630.301 to Title 5,
Code of Federal Regulations. The :
proposed regulations provided a 63-day
period for public comment. The Office
received written and oral comments
from 10 agencies and individuals. Most
of the comments offered specific
recommendations for clarifying or
modifying specific provisions of the
proposed regulations. As a result, the
Office has modified the final regulations,
as discussed below. The Office will also
supplement the regulations with
guidance issued through the Federal -
Personnel Manual System which will
address certain other concerns
expressed during the public comment
period.

One commenter recommended that
the reference in § 630.301(a) and (b} to a
limitation imposed by 5 U.S.C. 6304(c)
should be eliminated since section
6304{c) contains only “saving
provisions"” which specifically
accommodated an employee, who at the
end of the 1952 leave year, had
accumulated annual leave under the
provisions of earlier statutes greater
than the prescribed ceiling of the
Annual and Sick Leave Act of 1951 or
who had accumulated between 31 and
45 days of leave while under a 45-day
ceiling and then moved to a position
with a 30-day ceiling. Section 6304(c)
provides that this excess leave remains
to the credit of the employee until used
and, in this respect, it is a “*saving
provision." However, the leave is
retained by the employee as a personal
or Individual leave ceiling and, while
this ceiling is reduced only if the
employee uses more annual leave in a
leave year than is actually accrued
during that year, the employee is limited
to that ceiling for leave accumnlation
purposes. The Office of Personnel
Management, therefore, believes the
reference to a limitation imposed by &
U.S.C. 8304(c) is appropriate and the
original language in § 830.301(a) and (b)
has been retained.

In relation to this issue and as an
alternative to the elimination.of the
reference to 5 U.S.C. 6304(c}) in -

§ 630.301(a) and (b), the commenter



1592

Federal Register / Vol. 45, No. 5 / Tuesday, January 8, 1980 / Rules and Regulations

suggested that the wording of the
proposed 5 CFR 630.301(c) be modified
to clarify that the procedures to be
followed in administering excess leave
accumulations of former SES employees
are prescribed by regulatjons of the
Office of Personnel Management rather
than by law since the Office could have
selected some other procedures for this
purpose and still have complied with
section 410 of the Civil Service Reform
Act of 1978. The second alternative
suggested was a legislative amendment
to 5 U.S.C. 6304(c) providing for such
procedures. In recognition of the need
for clarification, the Office has adopted
the first alternative and modified

§ 630.301(c) to read “* * * shall be
subject to reduction under procedures
identical to those described in
subsection (c) of section 6304.”

Eight comments objected to or
expressed concern over the proposed
§ 630.301(b) which requires a proration
of annual leave for any pay period
during which only a portion is served
while under the SES. The concern
centered on the administrative problems
and expenses caused by the proration
when an employee is appointed in, or
separated from, the SES without a break
in service at other than the beginning of
a pay period.

One organization noted that annual
leave is accrued on a biweekly basis. In
conjunction with this accrual basis and
to alleviate the need for prorating, it was
suggested that all personnel actions
placing employees in the SES be made
at the beginning of a pay period. It was
also suggested that, if this provision is
unduly restrictive, where personnel
actions placing employees in the SES
are made other than the beginning of a
pay period, the annual leave earned
during that pay period be applied to the
former position and annual leave
accrual for SES purposes begin at the
beginning of the following pay period.

Another commenter suggested that
leave should be earned according to the
employee’s status at the end of the pay
period. This approach is followed
elsewhere in our leave regulations
which determine the maximum leave
accumulation of employees returning to
the United States from an overseas post.
It should be noted, however, that these
regulations were promulgated in the
absence of an express statutory
provision governing this matter.

On the other hand, the law (5 U.S.C.
6304(f)) is specific in that it provides that
there will be no maximum limitation on
annual leave accrued “while serving in a
position in the Senior Executive
Service.” An employee begins serving in
a position the day of appointment and
ceases serving in that position the day

of separation, or the day before the
effective date of a transfer,
reassignment, etc. It appears, then, that
proration is unavoidable under the
language of the statutory requirement.

Additionally, the Office of Personnel
Management has carefully considered
the comments expressing concern for
the additional administrative burden or
work load involved in such proration.
With regard to these comments, the
Office wishes to point out that leave
regulations providing for prorating leave
in similar situations have been in effect
since July 22, 1955. Under the provisions
of 5 CFR 630.204, an employee is entitled
to a pro rata credit for fractional pay
periods which occur within the
continuity of employment, e.g., a period
immediately prior to or following a
period during which the employee is in
receipt of compensation payments from
the Office of Workers' Compensation
Programs. A pro rata table, which may
be used as a guide in determining the
amount of pro rata credit for leave, is
published in FPM Supplement 990-2,
Book 630, Subchapter S2-3c.

The Director of Office of Personnel
Management has determined that good
cause exists for making these
regulations effective July 13, 1979, as
required by statute.

Office of Personnel Management.
Beverly M. Jones,
Issuance System Manager.

Accordingly, the Office of Personnel
Management is adding 5 CFR 630.301 as
set out below:

PART 630—ABSENCE AND LEAVE
Subpart C—Annual Leave

§630.301 Annual leave accumulation—
Senior Executive Service.

(a) In accordance with subsection (f)
of section 6304 of title 5, United States
Code, the limitations on accumulation of
annual leave imposed by subsections
(a), (b), and (c) of section 6304 do not
apply to leave accrued by an individual
while serving under an appointment to
the Senior Executive Service under
subchapter VIII of chapter 33 of such
title 5.

(b) Annual leave accrued for any pay
period during only a portion of which
the employee served under an
appointment to the Senior Executive
Service shall be prorated, and only that
portion of the leave that is attributable
to the service in the Senior Executive
Service shall not be subject to the
limitations on accumulation of annual
leave imposed by subsections (a), (b),
and (c}) of section 8304 of title 5, United
States Code.

(c) When an individual who has been
serving under an appointment to the
Senior Executive Service moves to a
position in which he or she is no longer
in the Senior Executive Service, any
annual leave which was accumulated
while serving in the Senior Executive
Service, and which is in excess of the
amount allowed by subsection (a), {b),
or (c) of section 6304 of title 5, United
States Code, shall remain to the
employee’s credit and shall be subject to
reduction under procedures identical to
those described in subsection (c) of
section 6304.

{5 U.S.C. 6311)
[FR Doc. 80-545 Filed 1-7-80; 8:45 am)
BILLING CODE 6325-01-M

5 CFR Part 733

Political Participation by United States
Government Employees in Local
Elections in the City of Manassas

AGENCY: Office of Personnel
Management,

ACTION: Final rule.

SUMMARY: In response to a request from
the Mayor of the City of Manassas, OPM
is designating that municipality as one
where Government employees may
participate in local elections subject to
the limitations established by OPM,
pursuant to the Hatch Act.

EFFECTIVE DATE: January 8, 1980.

FOR FURTHER INFORMATION CONTACT:
Ann Wilson, Office of the General
Counsel, Office of Personnel
Management, 1900 E Street, NW,,
Washington, D.C. 20415, (202} 632-5524.

SUPPLEMENTARY INFORMATION: On July
20, 1979, OPM published (44 FR 42708) a
proposed rule to grant Federal
Government employees in the City of
Manassas partial exemption from the
political activity restrictions of the
Hatch Act, 5 U.S.C. 7321 et seq. The
exemption permits Federal employees to
participate in local elections as or on
behalf of independent candidates. OPM
has received only one comment on the
proposed rule, and that comment was
favorable.

5 U.S.C. 553(d)(1) provides: “The
required publication or service of a
substantive rule shall be made not less
than 30 days before its effective date,
except a substantive rule which grants
or recognizes an exemption or relieves a
restriction.” The Director of OPM has
determined that the Hatch Act
exemption does not require a notice
period before its effective date and that
no public interest is served by delaying
the effective date. Therefore, the Hatch
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Act exemption for the City of Manassas
will become effective immediately.

Accordingly, OPM hereby revises 5
CFR 733.124{b) by adding the City of
Manassas to the designated Virginia
localities with Hatch Act exemptions, to
be listed after Loudoun County and
before Portsmouth.

Office of Personnel Management.
Beverly M. Jones,
Issuance System Manager.

[FR Doc. 80-547 Filed 1-7-82; 8:45 am}
BILLING CODE 6325-01-H

DEPARTMENT OF AGRICULTURE
Agricultural Marketing Service
7 CFR Part 584

Walnuts Grown in California; Free and
Reserve Marketing Percentages for
the 1979-80 Marketing Year

AGENCY: Agricultural Marketing Service,
USDA.

AcTIoR: Final Rule.

SUMMARY: This rule would establish
marketing percentages for California

walnuts for the 1979-80 marketing year.

The 1979 walnut production is expected
to exceed domestic market requirements
and the percentages are intended to
tailor the supply to these needs. The
excess would be set aside, chiefly for
export. )

EFFECTIVE DATES: August 1, 1979 through
July 31, 1980.

FOR FURTHER INFORMATION CONTACT:
William J. Higgins, Chief, Specialty
Crops Branch, Fruit and Vegetable
Division, Agricultural Marketing
Service, USDA, Washington, DC 20250,
(202) 447-5053.

SUPPLEMENTARY INFORMATION: This rule
establishes free and reserve percentages
of 75 percent and 25 percent,
respectively, for the 1979-80 marketing
year. That year began August 1, 1979.
The establishment would be in
accordance with § 984.49 of the
marketing agreement and Order No. 984,
both as amended (7 CFR Part 984),
regulating the handling of walnuts
grown in California, The amended
marketing agreement and order are
effective under the Agricultural
Marketing Agreement Act of 1937, as
amended (7 U.S.C. 601-674).

The marketing percentages were
recommended by the Walnut Marketing
Board pursuant to § 984.48 of the
marketing agreement and order
program. The Board is established under
the order as the agency to administer its
terms and provisions, under USDA
supervision. The Board's

recommendation is based on estimates
for the 1979-80 marketing year of supply,
and inshell and shelled trade demands
adjusted for handler carryover. The total
1979-80 supply subject to regulation is
estimated at 180.2 million pounds
kernelweight. Inshell and shelled trade
demands adjusted for handler carryover
are estimated at 33.3 and 107.5 million
pounds kernelweight, or a total adjusted
trade demand of 140.8 million pounds
kernelweight.

The regulation would establish the
supply of merchantable walnuts
available to the domestic inshell and
shelled markets at maximum quantities
that reasonably can be expected to be
utilized during the 1978-80 marketing
year, and provide an ample supply of
walnuts for use next marketing year
until the 1980 crop is available for
market. Merchantable walnuts in excess
of 1979-80 domestic needs would be
chiefly for export.

After consideration of all relevant
matter presented, including the
information and recommendation of the
Board, and other available information,
it is found that establishment, under
§ 984.49 of the marketing agreement and
order program, of the free and reserve
percentages for the 1979-80 marketing
year, as hereinafter set forth, will tend
to effectuate the declared policy of the
act.

It is further found that it is
impractical, unnecessary, and contrary
to the public interest to give preliminary
notice, engage in public rulemaking, and
postpone the effective time of this action
until 30 days after publication in the
Federal Register (5 U.S.C. 553} in that:
(1) The percentages established herein
for the 1979-80 marketing year apply to
all walnuts certified as merchantable
from the beginning of that marketing
year; (2) handlers and other interested
persons were given the opportunity to
submit information and views on the
percentages at an open meeting of the
Board; (3) handlers are aware of the
Board's recommendation to the
Secretary and have been marketing their
1979 crop walnuts in anticipation of the
percentages; and (4) no useful purpose
would be served by permitting further
public comment and delaying the
effective date until 30 days after the
date of publication.

Further, in accordance with
procedures in Executive Order 12044,
the emergency nature of this action
warrants publication without
opportunity for further public comment.
Much of the 1979 walnut crop is already
in marketing channels and handlers
need to know with certainty the
percentages applicable to the marketing
of walnuts during the 1978-80 marketing

year so that they can comply therewith,
and plan their marketing strategies for
the balance of the marketing year. A
determination has been made that this
action should be classified “significant”.
An impact analysis is available from
‘William J. Higgins, (202) 447-5053.

The free and reserve percentages are -
as follows:

§984.225 Fres and reserva percentages
for Callfornla walnuts during the 1979-80
marketing year.

The free and reserve percentages for
California walnuts during the marketing
year beginning August 1, 1979, shall be
75 percent and 25 percent, respectively.
(Secs. 1-18, 48 Stat. 31, as amended; 7 US.C.
601-674)

Dated: January 3, 1980.

D. S. Kuryloski,

Deputy Director, Fruit and Vegetable
Division.

[FR Doc. £0-553 Filad 1-7-80; 845 am]

BILLING CODE 3$10-02-H

Farmers Home Administration
7 CFR Part 1843

Farmer Loans

AGENCY: Farmers Home Administration,
USDA.

AcTION: Final Rule.

SuMMARY: The Farmers Home
Administration deletes regulations from
the CFR. This action is taken to remove
unnecessary regulations from the CFR in
accordance with Executive Order 12044
and is taken as a result of an
administrative decision.
EFFECTIVE DATE: January 8,-1930.
FOR FURTHER INFORMATION CONTACT:
Mr. John W. Sones, Jr., Phone 202447-
36486.
SUPPLEMENTARY INFORMATION: The
Farmers Home Administration deletes
§ 1843.10 (a) of Part 1843, Chapter XVIII,
Title 7 in the Code of Federal
Regulations and deletes the heading
only of § 1843.10 (b), Part 1843, Chapter
XV, Title 7. This section refers to the
use of Form FmHA 449-9 *Request For
Conditional Commitment to Guarantee
Loan" which was used in loan making.
This form is no longer used. The other
form referred to in this section is Form
FmHA 449-11 “Certificate of Acquisition
or Construction”. This Form is still used
in servicing actions and is referenced
section 1980.129 of Subpart B of Part
1980, Chapter XVIN, Title 7. The removal
of the heading of §1843.10 (b) is simply
editorial.

Executive Order 12044 (43 FR 12661)
directed executive agencies to review




1594

Federal Register / Vol. 45, No. 5 / Tuesday, January 8, 1980 / Rules and Regulations

their existing regulations and consider
whether or not there is a continued need
for the regulations. As a part of an
overall review of its regulations, FmHA
has determined that § 1843.10 (a) of Part
1843 is no longer needed. It is the policy
of this Department that rules relating to
public property, loans, grants, benefits,
or contracts shall be published for
comment notwithstanding the
exemption in 5 U.S.C. 553 with respect
to such rules. This deletion, however, is
not published for proposed rulemaking
since the change is internal and
administrative, only deletes obsolete
regulations, and will have no effect on
the public. This determination has been
made by Mr. Gordon Cavanaugh,
Administrator.

Therefore, § 1843.10 {a) of Part 1843,
Chapter XVIII, Title 7 is hereby deleted
from the Code of Federal Regulations
and reserved as follows:

§ 1843.10 Loan making and servicing.
[Amended]
(a) [Deleted and Reserved]

* * ® *

The words *(b) Construction or
development.” are deleted in § 1843.10
(b).
This final rule has been reviewed
under the USDA criteria established to
implement Executive Order 12044,
“Improving Government Regulations.” A
determination has been made that this
action should not be classified
“gignificant” under those criteria. A
Final Impact Statement has been
prepared and is available from the
Office of the Chief, Directives
Management Branch, Farmers Home
Administration, U.S. Department of
Agriculture, Room 6348, Washington,
D.C. 20250.

This document has been reviewed in

accordance with FmHA Instruction
1801-C “Environmental Impact
Statements”. It is the determination of
FmHA that the proposed action does not
constitute a major Federal action
significantly affecting the quality of the
human environment and in accordance
with the National Environmental Policy
Act of 1989, Pub. L. 91-190, an
Environmental Impact Statement is not
required.
(6 U.S.C. 801; delegation of authority by the
Secretary of Agriculture, 7 CFR.2.23;
delegation of authority by the Assistant
Secretary for Rural Development, 7 CFR 2.70)

Dated: November 23, 1978,

Gordon Cavanaugh,
Administrator, Farmers Home
Administration.

[FR Doc. 80-852 Filed 1-7-80; 8:45 am]
BILLING CODE 3410-07-M

FEDERAL DEPOSIT INSURANCE
CORPORATION

12 CFR Parts 304 and 349

Implementation of Reporting
Requirements of the Financial
Institutions Regulatory and Interest
Rate Control Act of 1978

Correction

In FR Doc. 79-38787, appearing at
page 74801 in the issue for Tuesday,
December 18, 1979, the authority citation
for new Part 349 which appears on page
74808 is incorrect. Reference to Title VII
of the Act should be to Title VIII of the
Act. The corrected authority citation
reads as follows:

Authority: Title VII of the Financial
Institutions Regulatory and Interest Rate
Control Act of 1978 (“FIRICA”, Pub. L. 95-830,
12 U.S.C. 1972(2)), and under authority of
sections 7(a) and 9{Tenth) of the Federal
Deposit Insurance Act, 12 U.S.C. 1817(a)},
1819(Tenth). Title VIII of FIRICA (cited in this
Part 349 as “Title VIII") specifically
authorizes the FDIC to promulgate
regulations establishing procedures
necessary for its implementation. 12 U.S.C,
1972(2)(F)(vi).

BILLING CODE 1505~01-1

FARM CREDIT ADMINISTRATION
12 CFR Parts 600, 615

Miscellaneous Amendments

AGENCY: Farm Credit Administration.
ACTION: Final rule.

SUMMARY: The Farm Credit
Administration publishes amendments
to its general regulations relating to the
organization of the Farm Credit
Administration. These amendments
reflect recent organizational changes
made within the structure of the Farm
Credit Administration.

EFFECTIVE DATE: December 3, 1979.

FOR FURTHER INFORMATION CONTACT:
Sanford A. Belden, Deputy Governor,
Office of Administration, Farm Credit
Administration, 480 L'Enfant Plaza,
S.W., Washington, DC 20578 (202-755-
2181).

Chapter VI of Title 12 of the Code of

Federal Regulations is amended as
follows:

PART 600—ORGANIZATION AND
FUNCTIONS

1. Section 6004 is amended by
deleting paragraph (e) and revising
paragraphs (a) through (d) as follows:

§ 600.4 Senlor Deputy Governor, Deputly
Governors and General Counsel,
* * * * L ]

{a) The Office of Supervision, headed
by a Deputy Governor, is responsible for
the regulation and supervision of the
extension and administration of credit
by, and the operating and fiscal policies
and practices of, the banks and
associations of the Farm Credit System.
It also is responsible for the regulation
and supervision of the financing
activities of the banks and their Fiscal
Agency.

(b) The Office of Administration,
headed by a Deputy Governor, provides
resources and services to enable other
units of the Farm Credit Administration
to carry out their responsibilities in
supervision, finance and examination. It
also performs security accounting
functions in connection with securities
issued by the Farm Credit banks,
supervises information and personnel
programs of the banks and associations,
and conducts current and long-range
research in the areas of agricultural
credit and finance.

{c) The Office of Examination, headed
by a Deputy Governor and Chief
Examiner, examines and audits the
banks and associations of the Farm
Credit System, and, in limited instances,
investigates alleged violations of
Federal criminal statutes and conflicts
of interest regulations which relate to
System institutions.

(d) The Office of General Counsel,
headed by the General Counsel,
provides legal services for the Federal
Farm Credit Board, the Governor, and
Staff, and provides leadership to legal
counsel for the Farm Credit banks in
interpreting the Farm Credit Act of 1971
and regulations and bylaws issued to
implement the Act.

2. Paragraphs (a) and (b) and the
introductory paragraph of (c) of § 600.5
are revised to read as follows:

§ 600.5 Other administrative units.

(a) In the Office of Supervision, there
are an Associate Deputy Governor for
Field Supervision, an Assistant Deputy
Governor for Finance and Bank
Services, and 7 divisions, each of which
is headed by a director.

(1) The Marketing and Funding
Division, which reports directly to the
Deputy Governor, monitors financial
markets and is responsible for
supervising the issuance and marketing
of securities of the Farm Credit banks.

(2) Four divisions report to the
Associate Deputy Governor for Field
Supervision. These are as follows:

(1) Eastern Division which supervises
the banks and associations in the
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Springfield, Baltimore, New Orleans and
Columbia Farm Credit districts.

(ii) Central Division which supervises
the banks and associations in the
Louisville, St. Louis, Wichita and Texas
Farm Credit districts.

(iii) Western Division which
supervises the banks and associations in
the St. Paul, Omaha, Sacramento and
Spokane Farm Credit districts.

(iv) Credit Risk Evaluation Division
which evaluates risks associated
primarily with large banks for
cooperative loans.

(3) Two divisions report to the
Assistant Deputy Governor for Finance
and Bank Services. These are as
follows:

(i) Finance Division which is "
responsible for supervision of the banks
and associations in the areas of debt
management, capitalization, cash and
investment management, financial
planning, loss sharing, and interest
rates.

(ii) Bank Services Division is
responsible for supervision of the banks
and associations in the areas of property
acquisitions, data management,
accounting and reports, and financially-
related services. It also is responsible
for charter amendments, bylaws, and
regulation processing.

{b) In the Office of Administration are
the following divisions, each of which is
headed by a Director:

(1) Personnel Division which plans,
develops and administers agency
personnel programs; provides guidance
on administration of System personnel
programs; reviews and approves district
retirement programs; and reviews and
approves salary ranges for bank
employees.

(2) Administrative Division which
plans, directs, and participates in FCA
budget development, supervises all
administrative services including FCA
accounting, voucher, auditing, payroll,
procurement, supplies, general files,
mail, messenger, space utilization, and
supervises district director elections. It
also oversees the principal and interest
accounts on bonds issued by all banks
in the System and the general operating
accounts associated therewith,

{3) Public Affairs Division which plans
and implements FCA public information
programs, produces information
materials including news releases,
annual reports, broadcast tapes, visual
materials, publications, exhibits, and
others, and assists and helps coordinate
information programs of the Farm Credit
System.

{4) Economic Analysis Division which
plans, coordinates and conducts current

and long range studies in financing the
Farm Credit System and in areas of
agricultural credit to farmers,
cooperatives, and rural homeowners.

{5) Congressional Affairs Division
which prepares reports to congressional
committees and monitors pending
legislation which may have an impact
upon the operations of the Farm Credit
System.

(c} In the Office of Examination are
the following divisions, each of which is
headed by a Director to carry out a
program of examinations and audits in
four of the twelve Farm Credit Districts:

* * * * *

PART 615-—-FUNDING AND FISCAL
AFFAIRS

3. Paragraph (b) of § 615.5495 is
revised to read as follows:

§615.5495 Lost, stolen, destroyed,
mutilated or defaced Farm Credit
Securities, Including coupons.

* * * * *

(b) Applicants for relief under
paragraph (a)} shall present claims and
proof of loss (1) to the Claims Branch of
the Securities Operations Division,
Bureau of Public Debt, Department of
the Treasury, Washington, DC 20226 in
the case of consolidated or System-wide
obligations of the Farm Credit banks
other than consolidated System-wide
notes, or (2) to the Cash and Securities
Section, Administrative Division, Office
of Administration, Farm Credit
Administration, Washington, DC 20578,
in the case of consolidated System-wide
notes.

{Secs. 5.9, 5.12, 5.18, 85 Stat. 618, 620, 821).
Donald E. Wilkinson,

Governor.

[FR Doc. 80-503 Filed 1-7-80; 845 am)

BILUING CODE 6705-01-M ¢

International Trade Administration

15 CFR Parls 371, 373, 376, 385, and
399

Revislons To Reflect Identification and
Continuation of Forelgn Policy Export
Controls

AGENCY: Office of Export
Administration, Bureau of Trade
Regulation, U.S. Department of
Commerce.

ACTION: Interim final rule.

DEPARTMENT OF COMMERCE
Industry and Trade Adminlistration
15 CFR Chapter il

Change in Chapter Heading
Correction

In FR Doc, 78-39920 appearing on
page 77182, the file line should read as
follows:

* [FR Doc. 78-39320 Filed 12-28-7%; 11:32 2} ”
BILLING CODE 1505-01-M

SUMMARY: Asg authorized in section 6 of
the Export Administration Act of 1579
(hereinafter “the Act™), the President
determined on December 29, 1979, that
certain export controls maintained for
foreign policy purposes continue beyond
December 31, 1879, The controls fall into
the following seven categories: human
rights, South Africa and Namibia, _
terrorism, regional stability, embargoes
of communist countries, petroleum
equipment to the U.S.SR., and nuclear
non-proliferation.

DATES: This rule is effective as of
Jjanuary 1, 1980, but may be further
revised in light of any comments
received. Comments must be received
by the Department before noon,
February 29, 1980.

ADDRESS: Written comments (six copies
when possible) should be sent to:
Richard J. Isadore, Acting Director,
Operations Division, Office of Export
Administration, U.S. Department of
Commerce, P.O. Box 7138, Ben Franklin
Station, Washington, D.C. 20044.

FOR FURTHER INFORMATION CONTACT:
Mr, Archie M. Andrews, Telephone:
(202) 377-5247.

SUPPLEMENTARY INFORMATION: Section
13(a) of the Act exempts regulations
promulgated under the Act from the
public participation in rulemaking
procedures of the Administrative
Procedures Act. Because they relateto a
foreign affairs function of the United
States, it has also been determined that
these regulations are not subject to
Department of Commerce
Administrative Order 218-7 {44 FR 20382
et seq., January 8, 1979) and the Industry
and Trade Administration
Administrative Instruction 1-6 (44 FR
2093 et seq., January 8, 1978} which
implement Executive Order 12044 (43FR
12661 et seq., March 23, 1978),
“Improving Government Regulations.”
Publication of these regulations in
proposed form has been determined to
be impracticable because these controls
must be effective as of January 1, 1980.
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However, because of the importance
of the issues raised by these regulations
and the intent of Congress set forth in
section 13(a) of the Act, these
regulations are issued in interim form
and comments will be considered in
developing the final regulations.
Accordingly, interested persons who
desire to comment are encouraged to do
so at the earliest possible time to permit
the fullest consideration of their views,
Comments may take the form of
proposed regulatory language, narrative
discussion, or any other appropriate
format. Comments will be evaluated and
acted upon in the same manner as if this
document were a proposal. Until such
time as any further changes are made,
however, the changes to 15 CFR Parts
368 et seg. as set forth hereafter shall
remain in effect.

The period for submission of
comments will close at noon, February
29, 1980. No comments received after the
close of the comment period will be
accepted or considered by the
Department in the development of the
final regulations. Business data which
any party desires to submit in
confidence shall be submitted on
separate sheets bearing at the top of
each sheet the clear legend
“Confidential Business Information.” By
submitting data identified as
“Confidential Business Information,” the
petitioner or other party represents that
the information is exempted from public
disclosure, either by the Freedom of
Information Act or by a specific
statutory exemption. Any request for
confidential treatment must be
accompanied at the time of filing by a
statement justifying nondisclosure and
referring to the specific legal authority
claimed. However, the Office of Export
Administration may refuse to accept as
“confidential” any information which
clearly is not intended to be protected
under the law. Any information which
the Office of Export Administration
refuses to accept as “confidential” may
be submitted as non-confidential, or
may be withdrawn and will not be
consgidered.

All public comments to be considered
in any further revision to these
regulations, except those submitted on a
confidential basis as described above,
will be a matter of public record and
will be available for public inspection
and copying. In the interest of accuracy
and completeness, comments in written
form are preferred. If oral comments are
received, the Department official
receiving such comments will prepare a
memorandum summarizing the
substance of the comments and
identifying the individual making the

comments, as well as the person on
whose behalf they purport to be made.
All such memoranda will also be a
matter of public record and will be
available for public review and copying.
This procedure shall not, however, apply
to communications from agencies of the
United States Government or foreign
governments.

The public record concerning these
regulations will be maintained in the
International Trade Administration
Freedom of Information Records
Inspection Facility, Room 3012, U.S.
Department of Commerce, 14th Street
and Constitution Avenue, NW,,
Washington, D.C. 20230. Records in this
facility, including written public
comments and memoranda summarizing
the substance of oral communications,
may be inspected and copied in
accordance with regulations published
in Part 4 of Title 15 of the Code of
Federal Regulations. Information about
the inspection and copying of records at
the facility may be obtained from Mr.
Patricia L. Mann, the International
Trade Administration Freedom of
Information Officer, at the above
address or by calling (202) 377-3031.

SUBSTANCE OF REGULATORY CHANGES:
In accordance with the authority
contained in section 6 of the Export
Administration Act of 1979 (Pub. L. 96-
72 of September 29, 1979}, the President
has continued certain foreign policy
export controls beyond December 31,
1979, The Export Administration
Regulations (15 CFR 368 et seq.) are
revised to reflect the President’s
determination. With reference to section
4(c) of the Act, the President has
determined that adequate evidence has
been presented demonstrating that,
notwithstanding foreign availability, the
absence of these controls would prove
detrimental to the foreign policy of the
United States.

I. Human Rights

Pursuant to section 6(j) of the Act, a
validated license is required for the
export to all destinations except
members of the North Atlantic Treaty
Organization, Japan, Australia, and New
Zealand of crime control and detection
instruments and equipment (and related
technical data, excluding that
authorized for export under General
License GTDA) as defined in § 399.1
Commodity Control List (CCL) entries
2018A, 1118A, 2408A, 5480B, 15024,
1505A, 1516A, 1585A (£)(3), 4585B(e),
45978, 55978, 2603A, 5680B, 1746A(d)
(protective garments and devices only),
47998, 5998B, and 5999B.

Applications for validated export
licenses will generally be considered

favorably on a case-by-case basis
unless there is evidence that the
government of the importing country
may have violated internationally
recognized human rights and that the
judicious use of export controls would
be helpful in deterring the development
of a consistent pattern of such violations
or in distancing the United States from
such violations.

II. South Africa and Namibia Only

Controls continue as described in
§ 385.4(a). However, applications for
validated export licenses will generally
be considered favorably on a case-by-
case basis for medicines, medical
supplies, and medical equipment not
primarily destined to military or police
entities or for their use.

Foreign policy controls continue to
apply to the export to any consignee for
aircraft and helicopters as defined in
CCL entries 1460A (a) and (b), 5460F and
6460F. Applications for validated
licenses will generally be considered
favorably on-a case-by-case basis for
the export of aircraft and helicopters for
which adequate written assurances
have been obtained against military,
paramilitary, or police use.

Foreign policy controls continue to
apply to the export to government
consignees of computers as defined in
CCL entry 1565A, excluding those
described under 1565A Note 7 in
Supplement No. 1 to Part 385.
Applications for validated licenses will
generally be considered favorably on a
case-by-case basis for the export of
computers which would not be used to
support the South African policy of
apartheid.

IIL. Terrorism

As authorized by section 6 of the Act,
a validated license is required for the
export to Libya, Iraq, People's
Democratic Republic of Yemen, and
Syria of crime control and detection
equipment per section I above (which
includes vehicles designed for military
purposes); and of aircraft and
helicopters as defined in CCL entries
1480A(a), 1460A (D) (if valued at $3
million each or more), and 5460F.

Applications for validated export
licenses will generally be considered
favorably on a case-by-case basis if
issuance of the licenses would be
consistent with the policies set forth in
subsections 3(4), 3(8), and 3(10) of the
Act and subject to the requirement in
subsection 6(i) of the Act to notify
Congressional committees of
transactions valued at more than $7
million,
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IV. Regional Stability

A validated license is required for the
export to Libya of off-highway wheel
tractors of carriage capacity of 10 tons
or more, as defined in CCL entry 6490F,
Applications for validated licenses will
generally be considered favorably on a
case-by-case basis for the export of such
tractors in reasonable quantities if for
civil use, such as transportation of oil
field equipment.

V. Embargoes of Communist Countries

Controls continue on exports to North
Korea, Vietnam, Cambodia, and Cuba as
described in § 385.1. Applications for
validated licenses for exports on a non-
commercial basis to meet emergency
needs will be considered on a case-by-
case basis. General license provisions
are revised to exempt from the
embargoes foreign policy control of -
technical data generally available to the
public and educational materials;
personal baggage, crew baggage, vessels
and aircraft on temporary sojourn, ship
stores and plane stores; foreign origin
items in transit through the United
States; shipments for U.S. Government
personnel and agencies; and gift parcels
not exceeding $200 of commodities such
as food, clothing (non-military), and
medicines.

VL Petroleum Equipment to the U.S.S.R.

Controls continue on the export to the
USSR of oil and gas exploration and
production equipment as defined in CCL
entries 6098F, 6191F, 6390F, 6391F, 6598F,
and 6779F. Also included in the scope of
this control are technical data (other
than that authorized under General
License GTDA) related to oil and gas
exploration and production, and other
commodities that require a validated
export license for shipment to the Soviet
Union and that are intended for use in
oil or gas exploration or production.

VII. Nuclear Non-Proliferation

With reference to section 17(d) of the
Act, section 309(c) of the Nuclear Non-
Proliferation Act of 1978 {Pub. L. 95-242
of March 10, 1978), and Part 378 of the
Export Administration Regulations,
nuclear non-proliferation export controls
continue. A validated license is required
for the export to all countries of the
following commodities and related
technical data (excluding technical data
authorized for export under General
License GTDA):

1. Commodities which could be of
significance for nuclear explosive
purposes; and

2. Any commodities which the
exporter knows or has reason to know
will be used directly or indirectly for:

a. Designing, developing, or
fabricating nuclear weapons or nuclear
explosive devices:

b. Devising, carrying out, or evaluating
nuclear weapons tests or nuclear
explosions;

c. Designing, constructing, fabricating,
or operating the following facilities or
components for such facilities:

i. Facilities for the chemical
processing of irradiated special nuclear
or source material;

ii. Facilities for the production of
heavy water;

iii, Facilities for the separation of
isotopes of source and special nuclear
material; or

iv. Facilities for the fabrication of
nuclear reactor fuel containing
plutonium,

In reviewing applications for
validated licenses, the following
considerations are among those which
will be taken into account:

1. The stated end-use of the
component; )

2. The sensitivity of the particular
component and its availability
elsewhere;

3. The types of assurances or
guarantees given in the particular case;
and

4, The non-proliferation credentials of
the recipient country.

Exporters are cautioned that absence
of foreign policy controls does not
necessarily mean that shipment may
now be made without a validated
license. Commodities or technical data
may continue under control for national
security or short supply purposes.
Exporters should consult the Commedity
Control List for current licensing
requirements.

Accordingly, the Export
Administration Regulations (15 CFR Part
368 ef seq.) are amended to read as
follows:

PART 371—GENERAL LICENSES

1. Section 371.4(a)(2) is revised to read
as follows:

§371.4 Generallicense GIT: Intransit
shipments.
a] * & &

(2) Only those exports of foreign
origin which, if of United States origin,
could be made to Country Group S, W,
or Y under a general license may be
exported to those destinations under
General License GIT. Only those
exports of foreign origin which, if of
United States origin, could be made to
Country Group Y under a general
license may be exported to Country
Group Z (excluding Cuba) under
General License GIT,

* * * - *

2. Section 371.7(a) is amended to read
as follows: te

§371.7 Generalllcense G-FTZ: exports of
petroleum commodities from U.S. foreign-
trade zones and from Guam.

(a) Scope. A general license
designated G-FIZ is established. This
license authorizes the export from a
United States Foreign-Trade Zone or the
Territory of Guam, of any petroleumn
commodity listed in Supplement No. 2 to
Part 377 other than a Group A
commodity, to any destination:
Provided, That the petroleum
commodity was refined from foreign-
origin crude petroleum in such zone or

Territory and is being exported
therefrom.
- * * * »

3. Section 371.8{(a}(1) and introductory
text of (a)(2) are amended to read as
follows. Section 371.9(b) (1), (3) and (4}
are deleted and reserved.

§371.9 Generallicense ship stores.

(8) . % &

(1) Dunnage necessary and
appropriate to stow or secure cargo on
the outgoing and immediate return
voyage of an exporting carrier, when
exporting solely for use as dunnage, may
be exported to any destination under
this General License SHIP STORES.

(2) The items listed below may be
exported subject to the conditions set
forth in § 371.9(b) below for use on
board a vessel of any registry during the

outgoing and immediate return voyage:
* & %

(b} Restrictions on Exports of
Petroleum and Petroleum Products.

(1) [Reserved).

(2 * & A

(3) [Reserved).

(4) [Reserved].

4, Section 371.10(a)(1) and
introductory text of (a)(2), are amended
to read as follows. Section 371.10{(b){1) is
deleted and reserved.

§371.10 General license plane stores.

[a] % h

{1) Dunnage necessary and
appropriate to stow or secure cargo on
the outgoing and immediate return flight
of an exporting carrier, when exported
solely for use as dunnage, may be
exported to any destination under this
General License PLANE STORES.

(2) The following commaodities may be
exported, subject to the conditions set
forth § 371.10(b) below, for use or
consumption on board an aircraft of any
registry, during the outgoing and
immediate return flight—

* - » L ¢ *



1598

Federal Register / Vol. 45, No. 5 [/ Tuesday, January 8, 1980 / Rules and Regulations

{b) Restrictions on Petroleum and
Petroleum Products for Use on Aircraft.
{1) [Reserved].

* * * *

5. Section 371.11(b} (4) and (5) are
amended to read as follows. Section
371.11(b) (6) and (7) are deleted and
reserved.

§ 371.11 General license crew.

* * * * *
(b) Limitations
* * * * *

(4) not intended for resale; and

(5) not exported under a bill of lading
as cargo.

(8) [Reserved].

(7} [Reserved].
* * * * *

6. Section 371.15(b) is amended to
read as follows:

§ 371.15 General license GTF-U.S.; goods
imported for display at U.S. exhibitions or
trade fairs.

* * * * *

(b} Return to Country from Which
Imported. Such commodities may be
returned to the country from which
imported into the United States.
However, no commodities may be
returned to a Country Group S or Z
unless the United States Government
had licensed the import from that
country.

* * * *

7. Section 371.18(a)(1) is amended to
read as follows:

- -

§ 371.18 General license gift: shipments of
gift parcels.

(a) Scope. (1) A general license
designated GIFT is established, subject
to the provisions of § 371.18, authorizing
the export of gift parcels by an
individual in the United States (donor)
addressed to an individual, ora
religious, charitable, or educational
organization (donee) located in any
destination for the use of the donee or
the donee's immediate family. The gift
parcel must be provided free of charge
to the donee. However, the payment by
the donee of any handling charges or of
any fees levied by the importing country
(e.g., import duties, taxes, etc.) is not
considered to be a cost to the donee for
purposes of this definition of “gift
parcel,” !

* * * w* *

8.1In § 371.19(a), the introductory
clause and the introductory text of (b)(1)
are amended to read as follows:

§ 371.19 General license GATS: aircraft on

temporary sojourn,
* * * L *
‘Many * * *

(a) Foreign Registered Aircraft. An
operating civil aircraft of foreign registry
that has been in the United States on a
temporary sojourn may depart from the
United States under its own power for
any destination: Provided, That:

* * * * *

(b} U.S. Registered Aircraft. (1) A civil
aircraft of U.S. registry operating under
an Air Carrier Operating Certificate,
Commercial Operating Certificate, or
Air Taxi Operating Certificate issued by
the Federal Aviation Administration or
conducting flights under operating
specifications approved by the Federal
Aviation Administration pursuant to
Part 129 of the regulations of the Federal
Aviation Administration, may depart
from the United States under its own
power for any destination: Provided,
That—

* * * * *

PART 373--SPECIAL LICENSING
PROCEDURES

9. Section 373.3(a)(2} is revised to read
as follows:

§ 373.3 Distribution license.

* * * * *

(a) Eligible countries. * * *
(2) All countries in Country Group V.
* * * * *

Supplement No. 1 [Amended]

10. Supplement No. 1 to Part 373 is
amended to revise the first entry
numbered 1460 & 4460 to read as
follows:

1460, 4460, 5460, and 6460 Nonmilitary
aircraft designed to carry a maximum of 25
persons, including crew. {Shipments of these
aircraft may be made under the Distribution
License Procedure to all normally eligible
countries, except the Republic of South
Africa and Namibia. No aircraft valued at $3
million or more each may be exported under
the Distribution License Procedure to Syria,
Iraq, Libya, or the People’s Democratic
Republic of Yemen.)

* * * * *

PART 376—SPECIAL COMMODITY
POLICIES AND PROVISIONS

11. Section 376.14(a) is amended to
read as follows:

§ 376.14 Crime control and detection
commodities.

(a) Export License Requirements.
Pursuant to section 6(j) of the Export
Administration Act of 1979, an
individual validated export license is
required for foreign policy purposes to
export crime control and detection
instruments and equipment and related
technical data except that authorized
under General License GTDA (Part

379.3) to any distination except
Australia, Belgium, Canada, Denmark,
France, the Federal Republic of
Germany (including West Berlin),
Greece, Iceland, Italy, Japan,
Luxembourg, The Netherlands, New
Zealand, Norway, Portugal, Turkey and
the United Kingdom. Commodities
affected by this requirement are
identified on the Commodity Control
List under CCL listings 2018A, 1118A,
2408A, 5480B, 15024, 15054, 1516A,
1585A(f)(3), 4585B(e), 45978, 55978,
2603A, 56808, 1746A(d) (protective
garments and devices only), 4799B,
5998B, and 5999B. Applications for
validated export licenses will generally
be considered favorably on a case-by-
case basis unless there is evidence that
the government of the importing country
may have violated internationally
recognized human rights and that the
judicious use of export controls would
be helpful in deterring the development
of a consistent pattern of such violations
or in distancing the United States from

such violations.
* * * * *

PART 385—SPECIAL COUNTRY
POLICIES AND PROVISIONS

12. Section 385.1 is revised to read as
follows:

§385.1 Country Group Z;! North Korea,
Vietnam, Cambodia and Cuba,

As authorized by section 6 of the
Export Administration Act of 1979 and
by the Trading With the Enemy Act of
1917 as amended by Pub. L. 95-223, a
validated license is required for foreign
policy purposes for the export and
reexport of virtually all U.S.-origin
commodities and technical data to
destinations in Country Group Z.
Certain exceptions are contained in
Parts 371 and 379, and in CCL entries
6599G and 6999G. Except as noted
below, the general policy is to deny all
applications or requests to export or
reexport U.S.-origin commodities and
technical data to these destinations.
Exports on a non-commercial basis to
meet emergency needs will be
considered on a case-by-case basis.
With regard to Cuba, on August 21, 1975,
the U.S, Government announced
modifications in those aspects of U.S.
restrictions on trade with Cuba which
affect third countries, in order to bring
them into accord with the policy of the
Organization of American States to
allow each member state to determine
for itself the nature of its economic and
dipolmatic relations with the
Government of Cuba. In this context, the

1See * * *
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Department of Commerce generally w1ll
consider favorably on a case-by-case
basis requests for authorization for the
use of an insubstantial proportion of
U.S.-origin materials, parts, or
components in nonstrategic foreign-
made products to be exported to Cuba,
where local law requires, or policy in
the third country favors, trade with
Cuba. U.S.-origin content will generally
be considered insubstantial when it
amounts to 20 percent or less of the
value of the product to be exported from
the third country. Approval of requests
for authorization for the use of U.S.-
origin materials, parts, or components
amounting to more than 20 percent by
value of the foreign-made product to be
exported from the third country to Cuba
will be less likely. Requests for
authorization to utilize U.S.-origin
materials, parts, or components in
“products manufactured in foreign
countries and destined for Cuba should
be addressed in letter form to the Office
of Export Administration, U.S.
Department of Commerce, Washington,
D.C. 20230 (Atin; Parts and
Components), and should set forth all
pertinent details of the transaction
including, as a minimum, descriptions of
the foreign-made product and the U.S.
materials, parts, or components; the
appropriate Commodity Control List
entry for each; the respective values of
each; and the identity of the end user in
Cuba, if known.
13. Section 385.2 is amended to add a

new paragraph (c) to read as follows:

§385.2 Country groups Q, W, and Y3
U.S.S.R., East European Communist
Countries, Laos, and People’s Republic of
China.

* +* * * *

{c) As authorized by section 6 of the
Export Administration Act of 1979, a

1Gpe * ¢ *

§399.1 [Amended]

vahdated license is required for foreign
policy purposes for the export to the
U.S.SR. of oil and gas exploration and
production equipment as defined in CCL
entries 6098F, 6191F, 6390F, 6391F, 6598F,
and 6779F. Also included in the scope of
this control are technical data (other
than that authorized under General
License GTDA) related to oil and gas
exploration and production and other
commodities that require a validated
export license for shipment to the Soviet
Union and that are intended for use in
oil or gas exploration or production.

14. Section 385.4 (a) is revised;
paragraph (a}{7)-(8) and paragraphs (d)
and {e) are added to read as follows:
§385.4 CountrygroupV.

(a) Republic of South Africa and
Namibia. In conformity with the United
Nations Security Council Resolutions of
1963 and 1977, relating to exports of
arms and munitions to the Republic of
South Africa, and consistent with U.S.
foreign policy toward the Republic of
South Africa and Namibia, the
Department of Commerce has
established, as authorized by section 6
of the Export Administration Act of
1979, the following special policies for
commodities and technical data under
its licensing jurisdiction.

* * * - *

(7) Applications for validated licenses
will generally be considered favorably
on a case-by-case basis for the export of
medicines, medical supplies, and
medical equipment not primarily
destined for military or police entities or
for their use.

(8) A validated license is required for
the export to all consignees of aircrait
and helicopters, Applications will
generally be considered favorably ona
case-by-case basis for such exports for
which adequate written assurances
have been obtained against military,
paramilitary, or police use.

(9) A validated license is required for
the export to government consignees of

PART 399—COMMODITY CONTROL LIST

computers as defined in CCL entry
15654, excluding those described under
1585A Note 7 in Supplement No. 1 to
Part 385. Applications for validated
licenses will generally be considered
favorably on a case-by-case basis for
the export of computers which would
not be used to support the Sonth African
policy of apartheid.
- - L ] * *

(d) Libya, Iraq, Pecple’s Democratic
Republic of Yemen, and Syria. As
authorized by section 6 of the Export
Administration Act of 1979, a validated
license is required for foreign policy
purpases for the export to Libya, Iraq,
People’s Democratic Republic of Yemen,
and Syria (countries which have
repeatedly provided support for acts of
international terrorism) of crime control
and detection equipment {Section 6.14)
{which includes vehicles designed for
military purposes—CCL entry 2406A)
and of aircraft and helicopters as
defined in CCL entry 1460A(a), 1460A(b)
if valued at $3 million each or more, and
5460F. Applications for validated export
licenses will generally be considered
favorably on a case-by-case basis if
issuance of the licenses would be
consistent with the policies set forth in
subsections 3(4), 3(8), and 3(10) of the
Act and subject to the requirement in
subsection 6(i) of the Act to notify
Congressional committees of
transactions valued at more than $7
million.

(e} Libya. As authorized by section 6
of the Export Administration Act of
1979, a validated license is required for
foreign policy purposes for the export to
Libya of off-highway wheel tractors of
carriage capacity of 10 tons or more, as
defined in CCL entry 6490F.
Applications for validated licenses will
generally be considered favorably on a
case-by-case basis for the export of such
fractors in reasonable quantities if for
civil use, such as transportation of oil
field equipment.

15. In § 399.1, the Commodity Control List, incorporated by reference is amended as follows:
a. The following entries are established, and inserted in appropriate numerical order:

GLV dollar value imits
Export control commodity number and commodity description Urit Processing codo Vaidated Ecenso required
\ Q
* - L . L] L 2 -
S5460F Other nonmilitary aircraft and demlitarized military aircraft MG SZ, Syra, trag, Liya, Peoplo’s
valued at $3,000,000 each or more. Democratie Repudie of Yemen,
Repubts of South Alrica and
Nambia,
47998 Chemical agents, including tear gas, mace, and smoke MG QsTV, WYZ * 0 0 [}
bombs; and fingerprint powders, dyes, and inks. (Specify by
name.) (See §376.14.)
* * * . L] » -

1A validated Ecense /s not required for export of these

dties to Bet [

gum, 1k, Franco, tho Foderal Repubie of Germany (ncluding West Berfin), Greece, Iceland, it
Japan, Luxembourg, the Netherlands, New Zealand, Norway, Potwga!.kaey and tboUnEled Kingdom. - ¥.
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b. Entries 2018A, 1118A, 2406A, 15024, 1505A, 1516A, and 2603A are amended to delete the values in the “GVL $ Value
Limits"” columns, and insert “0,” and add footnotes as shown below.
For the “V” column, the following footnote is added for entries 20184, 1118A, 15024, 1505A, 1516A and 2603A:

The GLV § value fimit for the following ¢ is $500: A lia, Belgium, D rk, France, the Federal Republic of Germany (including West Berlin), Greeco, Icoland, ltaly, Japan,
Luxembourg, the Netherlands, New Zealand, Norway, Portugal, Turkey and the United Kingdom.

For the “V” column, the following footnote is added for entry 2606A:

The GLV $ value fimit for the following countries is $1,000: A lia, Belgium, Denmark, France, the Federal Republic of Germany (including West Berlin), Gresce, Iceland, Haly, Japan,
Luxembourg, the Netherlands, New Zealand, Norway, Portugal, Turkey and the United Kingdom.

c. Entry 1585A is amended to add the following footnote to the “T” and “V” columns under “GLV $ Value Limits™:

For subitem (f)(3) of this entry, General License GLV applies only to exports to Australia, Belgium, Denmark, France, the Federal Republic of G y (including West Berlin), Greoce,
Iceland, Italy, Japan, Luxembourg, the Netherlands, New Zeatand, Norway, Portugal, Turkey and the United Kingdom.

d. Entry 4585B is amended to add the following footnote to the “T” and “V” columns under “GLV $ Value Limits":

For subitem (e) of this entry, General License GLV applies only to exports to Australia, Belgium, Denmark, France, the Federal Republic of G y (including West Berlin), Greece, lceland,
Htaly, Japan, Luxembourg, the Netherlands, New Zealand, Norway, Portugal, Turkey and the United Kingdom.

e. For entry 1746A, a footnote is added to the “I” and “V" columns under “GLV $ Value Limits” as follows:

For protective vests and devices manufactured of aromatic polyamides described in subitem (d), General Licensa GLV applies only to experts to A jlia, Belgium, D &, France, tho
Federal Republic of Germany (including West Berlin), Greece, Iceland, Italy, Japan, Luxembourg, the Netherlands, New Zealand, Norway, Portugal, Turkey and the United Kingdom.

f. The following entries are revised to read as follows:

GLYV dolfar value limits
T v Q

Export control commodity number and commodity description Unit Processing code Validated li ired

13 - . * 3 » .

558782 Polygraphs (except biomedical recorders dasigned for use in (%]
medical faciliies for monitoring biological and neurophysical re-
sponses); fingerprint equip and ly fingerprint and
identification cameras and equipment; automated fingerprint and
identification retrieval sy (whether or not computerized)
psychological testing machines; infrared and uitraviolst film and
plates and other photo anodized plates, sensitized and unex-
posed; and specially designed parts and accessories, n.o.s.

6680B * Nonmilitary protective vasts, helmets, leg irons, shackl EE QSTV, WYZ 2,....rvemmmmerasraresnses 0 0 0

, , and saps.
59968 * Nonmilitary shotguns, bame! length 18 inches or over; and MG, QSTV, WYZ ...
nonmilitary arms, discharge type {for example, stun-guns, shock
batons, immunization guns and projectiles, etc.), except ams de-
signed solely for signal, flare, or saluting use; and parts, n.e.s.
699982 Nonmilitary gas masks designed for protection against tear MG, QSTV, WYZ2..ieriemmansessnsrossssenne 0 0 0
gas and other chemical saps; ight jackets; bullet and

blast resi g he! and shields; and parts and ac-
cassories, n.e.s.
6460F Other aircraft and helicopters as follows: MG SZ and tho Republic of South 0 0 0
(a) Military aircraft, demilitarized (not specifically equipped or Africa and Namibia.
modified for military operations), the following only:
(1) Cargo, “C-45 through C-118" inclusive,
and “C-121",
(2) Trainors, bearing a “T" designation and
using piston engines,
(3) Utility, bearing a “U" designation and using
piston engines,
(4) Uaison, bearing an “L" designation, and
(5) Observation, bearing an 0" designation
and using piston engines; and
(b) Other nonmilitary heficopters and aircraft.
(Specify make and mode!l. See Supplement No. 2
to Part 370 or entry No. 1485 or 1501 for aircraft
which are not covered under this entry.)
§510C Doppler sonar navigation equipment; and paris and MG, Qswyz? $500
accessories therefor.
6599G ! Other electronic and precision instruments, including photo- EE Lrad
graphic equipment and film, n.e.s.; and parts and accessories,
n.e.s., except exposed and developed microfiim reproducing in
whole or In pari, the content of printed books, pamphlets, and
el publications includi spapers and periodical
children'’s picture and painting books, music books, shest music,
and calendars; motion picture film and sound track, exposed and
de d, and advertising printed matter exclusively related

therato.

L] * * - . * .

? A validated license also is required for export to the Republic of South Africa and Namibia if intended for delivery to or for use by or for military or police entities in these dostinations or for
use In servicing equipment owned, controlled, or used by or for these entities. See § 371.2(c)(11) and §385.4(a).

* . - . * . .
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8. Entry 4597B is amended to add the following footnote to the “Validated License Required” column:

A vatidated Licenss #5 nof required for export of theso commodities to Austratia, Belgum, Denmark, France, the Federal Repud’e of Gemmany (ncluding West Bail'n), Greece, lceland, taly,
Japan, bourg, the Netherlands, New Zeland, Norway, Portugal, Turkey and the United Kingdom,

h. The following entry is deleted, and the commodities are covered by CCL entry 6499G:

GLV dolar value Brits
Export control commodity number and commodity description Unlt Prosessing code VaTdated Leenso required v
Q
6485F Other aircraft fight and navigation Instruments, n.e.s; and MG SZ
parts and accessories, n.es. (Specify by nams and moda!
number.) (Ses § 393.2, Interpretation 20)
" i. The following entries are deleted, and the commodities are covered by CCL entry 6599G:
GLV dollar value Emits
Export control commodity number and commodity description Unit Processing codo Vardsted Foonca required p v .
6451F Aircraft intemnal combustion engines; and parts and  &ic] SZ ord tha Republe of South
accessories, n.e.s. Africa and RamZia,
6531F Other transmitters or transcelvers having more than 100 EE jov4

channels and designed to provide a multiplicity of alternative
output frequencies controfled by a lesser number of plazoelectic
crystals, except those forming muttiples of a common central fre-
quency; and parts and sccessories, n.e.s. (Specily by name and
model number)

j. Footnote 4 to entry 6999G is revised as follows:
A valtidated license is nof required for export of maps, hydrographic charts, atlases, grzoisers, globo covers, and globes (lemestrial or eelastal), and commercial phonograph recerds, recerd-
ed, to North Korea, Vistnam, Cambodia, and Cuba.
Saving Clause

Shipments of commodities removed from general license as a result of changes set forth above which were on dock for
lading, on lighter, laden aboard an exporting carrier, or in transit to a port of export pursuant to actual orders for export prior
to 12:01 a.m., January 14, 1980, may be exported under the previous general license provisions up to and including January 28,
1980. Any such shipment not laden aboard the exporting carrier on or before January 28, 1980, requires a validated license for
export.

{Secs. 6, 15 and 21, Pub. L. 95-72, 93 Stat. 503, {50 U.S.C. app. 2401 ef seq.); B.O. 12002, 3 CFR 133 {1878), Sec. 309(c), Pub. L. 85-242, 42 U.S.C.
2139%a Department Organization Order 10-3, as amended, dated December 4, 1977, 42 FR 64721: and International Trade Administration
Organization and Function Order 45-1, as amended, dated December 4, 1977, 42 FR 647186)

Robin B. Schwartzman, Acting Deputy Assistant Secretary

for Trade Regulation.
[¥R Doc. 80-585 Filed 1-4-80; 8:45 am]
BILLING CODE 3510-25-M

— nma—

SECURITIES AND EXCHANGE
COMMISSION

17 CFR Part 230
[Release No. 33-6173; AS-274]1

Accountant Liablility for Reports on
Unaudited interim Financial
Information Under Securities Act of
1933

AGENCY: Securities and Exchange
Commission.
acTion: Final rules.

suMnARY: The Commission is adopting
a rule which provides that a report
prepared or certified by an accountant
within the meaning of Sections 7 and 11
of the Securities Act of 1933 shall not
include a report by an independent
accountant on a review of unaudited
interim financial information (“SAS No.

24 report"), thereby having the effect of
excluding accountants issuing such
reports from Section 11(a) liability. The
rule is being adopted, in part, to further
the Commission's goals of encouraging
increased auditor involvement with
interim financial information and
greater usage of reports containing a
limited statement of assurance by
accountants concerning unaudited
financial information or other matters
for which a full audit has not been
undertaken. The Commission wishes to
emphasize that it will closely monitor
the rule as well as other matters relating
to excluding accountants from liability
under Section 11 for similar reports on
unaudited data and that the rule
adopted is not necessarily a final
resolution of this matter.

EFFECTIVE DATE: The rule is effective
December 28, 1979.

FOR FURTHER INFORMATION CONTACT:
James J. Doyle or James L. Russell {202~
272-2130), Office of the Chief
Accountant, Mary Margaret Hammond
(202-272-3059), Division of Corporation
Finance, or Robert Chira {202-272-2437),
Special Advisor, Office of the General
Counsel, Securities and Exchange
Commission, 500 North Capitol Street,
‘Washington, D.C. 20549.

SUPPLEMENTARY INFORMATION: The
Securities and Exchange Commission is
adopting a rule which amends 17 CFR
230.436 to exclude from the definition of
a "report” for the purposes of Sections 7
and 11 of the Securities Act of 1933 SAS
No. 24 reports by independent
accountants on reviews of unandited
interim financial information. The rule
will have the effect of excluding
accountants from potential liability
under Section 11(a) of the Securities Act
of 1933 for SAS No. 24 reports included



1602

Federal Register / Vol. 45, No. 5 [ Tuesday, January 8, 1980 / Rules and Regulations

in Securities Act filings. The rule is
based upon one of the two alternative
rule formulations proposed in Securities
Act Release No. 6127 (September 20,
1979) (44 FR 55894). The rule is being
adopted, in part, to further the
Commission’s goals of encouraging
increased auditor involvement with
interim financial information and
greater usage of reports containing a
limited statement of assurance by
accountants concerning unaudited
financial information or other matters
for which a full audit has not been
undertaken.

The Commission has also approved
issuance of a related release in which
the Commission will propose, for
comment, a similar rule for reports by
independent accountants on reviews of
unaudited supplemental information on
the effects of changing prices required to
be included in a document containing
financial statements.!

I. Background
A. SAS No. 24

In March 1979, the Auditing Standards
Board of the AICPA issued Statement on
Auditing Standards No. 24 2which
delineates procedures to be followed by
accountants with respect to reviews of
unaudited interim financial information
and which sets forth standards for
reports based on such reviews. The
procedures prescribed by SAS No. 24
are limited to inquiries and review
procedures which are substantially less
than an audit.

A report under SAS No. 24 consists of
the following:

(1) A statement that the review of
interim financial information was made
in accordance with established
professional standards for such reviews;
(2) an identification of the interim
financial information reviewed; (3) a
description of the procedures for a
review of interim financial information;
(4) a statement that a review of interim
financial information is substantially
less in scope than an examination in
accordance with generally accepted
auditing standards, the objective of
which is an expression of opinion
regarding the financial statements taken
as a whole, and, accordingly, no such
opinion is expressed; and (5) a
statement about whether the accountant
is aware of any material modifications
that should be made to the

! See Statement of Financial Accounting
Standards No. 33, “Financial Reporting and
Changing Prices,” FASB, September 1979.

2SAS No. 24, “Review of Interim Financial
Information,” AICPA, March 1978. SAS No. 24
superseded SAS No. 10, “Limited Review of Interim
Financial Information,” AICPA, December 1875; and
SAS No. 13, "Reports on a Limited Review of
Interim Financlal Information,” AICPA, May 1876.

accompanying financial information so
that it conforms with generally accepted
accounting principles.?

The Commission has encouraged
increased auditor involvement with
interim financial information and
greater usage of reports containing a
limited statement of assurance by
accountants concerning unaudited
financial information or other matters
for which a full audit has not been
undertaken.* SAS No. 24 reports
represent the first type of public
reporting, applicable to public
companies, by independent accountants
containing such limited assurances
based on procedures less than an audit.

B. Statutory Framework

Section 11({a)(4) of the Securities Act
imposes civil liability for material
misstatements or omissions in
registration statements upon “every
accountant * * * who has, with his
consent, been named as having
prepared or certified any part of the
registration statement, or as having
prepared or certified any report or
valuation which is used in connection
with the registration statement * * *3
Section 7 of the Securities Act deals
with the matter of consent by requiring
the filing of a written consent with the
registration statement by any
accountant who is named as having
prepared or certified a report for use in
connection with the registration
statement. Section 7 establishes a
separate requirement for reports which
are used in a registration statement but
which were prepared by the accountant
for some other purpose; here, written
consent is required “unless the
Commission dispenses with such filing
as impracticable or as involving undue
hardship on the person filing the
registration statement.” ¢

3See Id., paragraph 17.

4See, e.g., Securities and Exchange Commission
Report to Congress on the Accounting Profession
and the Commission’s Oversight Role, U.S.
Government Printing Office, July 1979, pages 241~
243.

5 Section 11(a} in imposing civil liability for
material misstatements or omissions in registration
statements applies to:

(4} every accountant, engineer, or appraiser, or
any person whose profession gives authority to a
statement made by him, who has with his consent
been named as having prepared or certified any
part of the registration statement, or as having
prepared or certified any report or valuation which
is used in connection with the registration
statement, with respect to the statement in such
registration statement, report, or valuation, which
gurports to have been prepared or certified by

‘m * & '.

$The pertinent language of Section 7 is:

If any accountant, engineer, or appraiser, or any
person whose profession gives authority to a
statement made by him, is named as having
prepared or certified any part of the registration
statement, or is named as having prepared or

An important consequence of Section
11(a) liability is that a plaintiff who
makes a showing of a material
misstatement or omission in a
registration statement will have met his
burden of proof. The burden will then
shift to the defendant under Section
11{b)(3)(B)(i) to demonstrate that he
believed the statement was true and not
misleading after conducting a
“reasonable investigation” and that he
had reasonable ground for this belief,”

Accountants have heretofore
considered their duty to conduct a
“reasonable investigation” under
Section 11 to have been met when they
performed a full audit ® and not when
only limited procedures are involved as
in SAS No. 24 reviews.

As a consequence of the
interrelationship between Sections 7
and 11, concern had been expressed that
accountants issuing SAS No. 24 reports,
who subsequently consent under
Section 7 to being named in a
registration statement which
incorporates their report by reference,
could be held subject to Section 11(a)
which imposes liability on every
accountant “who has with his consent
been named as having prepared * * *
any report * * *.”

Since SAS No. 24 was only recently
issued, the question of whether
accountants could be held liable under
Section 11(a) for SAS No. 24 reports

certified a report or valuation for use in connection
with the registration statement, the written consent
of such person shall be filed with the registration
statement. If any such person is named as having
prepared or certified a report or valuation (other
than a public official document or statomont) which
is used in connection with the registration
statement, but is not named as having prepared or
certified such report or valuation for use in
connection with the registration statoment, the
written consent of such person shall be filod with
the registration statement unless the Commission
dispenses with such filing as impracticable or as
involving undus hardship on the person filing the
registration statement.

?Section 11(b){3) provides a defense to Section
11(a) liability for every person named in Section
11(a), other than an issuer, if such person sustains
the burden of proof that:

(B) as regards any part of the registration
statement purporting to be made upon his authority
as an expert or purporting to be a copy of or extract
from a report or valuation of himself as an expert,
(i} he had, after reasonable investigation,
reasonable ground to believe and did beliovo, at the
time such part of the registration statement became
effective, that the statements theroln were true and
that there was no omission to state a material fact
required to be stated thereln or necessary to make
the statements thereln not misleading, or (i1) such
part of the reglstration statement did not fairly
represent his statement as an expert or was not a
fair copy of or extract from his report or valuation
as anexpert * * *,

*E.g., Codification of Statements on Auditing
Standards, AU § 830.02, in the context of “Letter to
Underwriters” states: *The accountant’s reasonable
investigation must be premised upon an audit; it
caonot be accomplished short of an audit.”
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included with the consent of the
accountants pursuant to Section 7 in
Securities Act filings has not yet been
tested in the courts. Under existing case
law, Section 11(a) liability of an
accountant who has consented to being
named in a registration statement has
been limited to audited financial
statements which have been certified by
him. See Escott v. Bar Chris
Construction Corp., 283 F. Supp. 643
{S.D.N.Y. 1968), and Grimm v. Whitney-
Fidalgo Seafoods, Inc., (1977-78 Transfer
Binder)} CCH Fed. Sec. L. Rep. {96,029
(SD. N.Y. 1973). These cases arose,
however, before the issuance of SAS No.
24 reports and their inclusion in
Securities Act filings with the
accountant’s consent to being named as
having prepared them. As a result of the
different facts presented by issuance of
SAS No. 24 ieports, absent the rule
adopted, the accountant's consent and
issuance of such a report may have been
found to come within the language of
Section 11{a)(4) which imposes liability
on an accountant “who has with his
consent been named as having prepared
or certified * * * any report or valuation
which is used in connection with the
registration statement* * *." Therefore,
absent the rule adopted, additional
uncertainty would exist, if Section
11{a)(4) were applicable to accountants
for SAS No. 24 reports, as to whether
SAS No. 24 limited procedures would
constitute a reasonable investigation
defense in the circumstances under

Section 11(b)(3)(B}().
II. Purpose

The rule is being adopted, in part, to
further the Commission’s goals of
encouraging increased auditor
involvement with interim financial
information and greater usage of reports
containing a limited statement of
assurance by accountants concerning
unaudited financial information or other
matters for which a full audit has not
been undertaken. In this connection, an
impetus for proposing the rules was
concern that, if SAS No. 24 reports are
used by registrants in connection with
Securities Act registration statements,
there may be reluctance on the part of
accountants to issue reports on the basis
of the limited review procedures
specified in SAS No. 24 because of their
potential liability under Section 11{a) of
the Securities Act; and that,
alternatively, if accountants perform
significantly expanded procedures,
much closer to a complete audit, in order
to meet potential liability concerns
under Section 11{a), substantial
increased costs to issuers could result.

The Commission expects that
directors and underwriters will continue

to exercise due diligence in a vigorous
manner with respect to SAS No. 24
reports. In any suit for damages under
Section 11(a), the directors and
underwriters in defense should not be
able to rely on SAS No. 24 reports on
interim financial data included in a
registration statement as statements
“purporting to be made on the authority
of an expert * * * which they had no
ground to believe * * * were untrue
* * *4 ynder Section 11(b)(3)(C).?
Rather, directors and underwriters
should be required, as has previously
been the case whenever unaudited
financials are included in a registration
statement, to demonstrate affirmatively
under Section 11(b)(3)(A) that, after
conducting a reasonable investigation,
they had reasonable ground to believe,
and did believe, that the interim
financial data was true.!®

It should be emphasized that
accountants will nevertheless remain
subject to liability under Section 17(a) of
the Securities Act of 1933 for SAS No. 24
reports used in connection with
registration statements.* This section

?Section 11(b)(3) provides a defense to Section
11(a) lability to every person named in Section
11(a), other than an Issucr, If such persen sustains
the burden of proof that:

(C}) As regards any part of the registration
statement purporting to be made on the authority of
an expert (other than himself) or purporting tobe a
copy of or extract from a report or valuation of an
expert (other than himself), he had no reasonsble
ground to believe, and did not believe, at the tims
such partof the registration statement became
effective, that the statements therein were untrue or
that there was an omission to stats a materiol fact
required to be stated thereln or necessary to make
the statements therein not misleading, or that such
part of the registration statement did not falrly
represent the statement of the expert orvasnota
fair copy of or extract from the report or valuntion
of the expert* * *.

19Section 11(b)(3) provides a defense to Section
11(a) liability to every person named In Section
11(a), other than en issuer, if such person shall
sustain the burden of proof that:

(A) as regards any part of the registration
statement not purporting to be made on the
authority of any expert and not purporting tobe o
copy of or extract from a report or valuntion of an
expert, and not purporting to be mads on the
authority of a public official document or statement,
he kad, after reasonable investigation, reasonable
ground to believe and did believa, at the tims such
part of the registration statement became effective,
that the statements therein were true and that thera
was no omission to state a material fact required to
be stated therein or necessary to make the
statements therein not migleading * * °.

1 Gection 17(a) of the Securities Act provides in
its entirety:

It shall be unlawful for any person fn the offer or
sale of any securities by the use of any means or
instruments of transportation or communication in
interstate commerce or by the use of the malls,
directly or indirecty——

{1) to employ any device, scheme, or artifice to
defraud, or

{2} to obtain money or property by means of any
untrue stalement of a material fact or any omission
to state a material fact necessary in order to make

provides a vehicle for securing many of
the protections afforded under Section
11 of the Securities Act,*2although there
are significant differences between the
two sections. ’

IIL. Other Considerations

The Commission recognizes that,
although, as a result of this rule,
accountants will not be liable to
shareholders in action under Section 11,
there are other remedies available to
aggrieved shareholders including those
under common law, state statutes, and
the general anti-fraud provisions of the
federal securities statutes. For example,
a shareholder may bring an action under
Section 10(b) of the Securities Exchange
Act of 1934 and Rule 10b-5 thereunder,
although the plaintiff will have the
burden of proving scienter in that case.??
As to directors and underwriters who
rely on the accountant’s SASNo. 24 .
report on interim financial information,
they also can bring actions under other
applicable laws.

In addition, the Commission wishes to
emphasize that the adoption of this rule
excluding accountants from potential
liability under Section 11 for SAS No. 24
reporis is not its final view as to the
proper resolution of this matter. The
Commission has also approved issnance
of a related release in which the
Commission will propose a rule
excluding accountants from potential
liability under Section 12 for reports on
reviews of unaudited supplemental
information on the effects of changing
prices.**In that release the Commission

tha stalements made, in the light of the
circumstances under which they were made, not
misleading, or

{3} to engage In any transaction, practice, or
courze of business which operates or would operate
as a fraud oz decelt upon the purchaser.

122 With respect to Commission enforcement
actions, Section17{a) has gzoerally been interpreted
by tha courts to impoae civil Hability without
sclenter. Securities and Exchange Commission v.
World Radio Mission, 654 F. 2d 535 (1st Cir. 1976)%
Securilies and e Commission v. Coven, 581
F. 2d 120 (2d Clr. 1978). cert. denied, 47 USLW.
3568 (1979); Securitles and Exchange Commission v.
Aaron, CCH Fed., Sec. L. Rep. § 86,800 (2d Cir.1978),
cert. granted, October 15, 1579, Docket Number 79—
68; Securities and Exchange Commission v.
American Realty Trust, {1978] CCH Fed. Sec. L. Rep.
{ 96,605 (4th Cir. 1978). Therefore, Insofar as
material misstatements or omissions are made by
accountants in SAS No. 24 reports used in
registration statements, the Commission may take
appropriate enforcement action against such
accountants under Section 17{a). Of course, where
an accountant’s report s found to be frandnlent,
and the frand has occurred in connection with the
purchase or sale of a security, civil liability would
also arise pursuant to Section 10{b) of the Securities
Exchange Act of 1834, 15 U.S.C. 78j(b), and Rula
10b-5 thereunder, 17 CFR 240. 10b-5. See. e.g., Blue
(Cg!éflamps v. Meanor Drug Stores, 421 US.723

1

B See Emnst & Ernst v. Hochfelder, 425 US. 185
(1876)

M See note 1, supra.
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will specifically solicit the views of
registered companies, shareholders,
directors, underwriters, accountants and
their respective counsel, as well and
other interested parties, as to whether
exclusion of protential Section 11
liability for accountants is appropriate
and desirable in these circumstances.
Further, the Commission in that related
release will specifically solicit
comments on what effects such
exclusion of potential Section 11 liability
for accountants may have on the ability
of directors and underwriters to meet
their due deligence defense under
Section 11(b)(3)(A).*® Finally, the
Commission will solicit comments in the
related released as to whether
alternative approaches exist which are
more desirable. In any event, after
adopting this rule, the Commission will
closely monitor its working. In addition,
the Commission will review these issues
in connection with the rule being
proposed in the related release.

IV. Results of Comment Process
A. General

Twenty comment letters were
submitted in response to the proposal:
Eleven from accounting firms of
professional accounting bodies; four
from law firms or bar association
groups; three from registrants; and two
form individuals. All commentators
supported the appropriateness and
desirability of adoption by the
Commission of a rule which would have
the effect of excluding accountants
issuing SAS No. 24 reports from Section
11(a) liability.

B. Definitional Rule

The Commission proposed two
alternative rule formulations, either of
which it believed would have the effect
of excluding accountants from potential
liability under Sfiction 11(a) of the
Securities Act for SAS No. 24 reports
included in Securities Act filings.
Proposed Version “A” (the “exemptive
rule”} would have provided that the
written consent of an accountant
pursuant to Section 7 of the Act maybe
omitted, without specific application to
the Commission, in respect of a report
on unaudited interim financial
information prepared by an independent
account for other than use in a
registration statement when the
accountant has conducted a review of
and reported on such information in
accordance with SAS No. 24. The
Commission believed that a waiver of
the consent requirement should operate
to insulate the accountant from Section

1*See note 10, supra.

11(a) liability if such SAS No. 24 report
is included in a Securities Act filing.

Proposed Version “B”, which is the
formulation being adopted, in effect,
defines SAS No. 24 reports not to be
reports prepared or certified by an
accountant within the meaning of
Sections 7 and 11 of the Act.
Accordingly, the filing of a consent
under Section 7 will be unnecessary,
and accountants will not be liable for
such reports under Section 11(a).

In inviting public comment on which
rule would be preferable if either were
to be adopted, the Commission noted
that, among other considerations, the
exemptive rule appeared to be more
limited in that it would apply to
circumstances where SAS No. 24 reports
are prepared for uses other than
inclusion in the registration statement,
and not when prepared specifically for
use in a registration statement, while the
definitional rule would apply in either
case.

All commentators favored the
definitional rule. Most commentators
suggested that it is the nature of the
accountant's review of interim financial
information, not whether such review
was performed for purpose of a
registration statement, which should
determine whether as SAS No. 24 report
should expose an accountant to Section
11(a) liability. In addition, many
commentators pointed out that in many
instances it may be difficult to
determine whether or not an SAS No. 24
report has been prepared for use in a
registration statement.

The rule as adopted has been
broadened to ensure that Sections 7 and
11(a) do not apply to these reports. The
language of the proposed rule made
clear that an SAS No. 24 report does not
constitute a “report” which has
prepared or certified for use in
connection with a registration
statement. However, the relevant
provisions of Sections 7 and 11(a) also
apply to the preparation of “any part of
the registration statement.” In order to
ensure that SAS No. 24 reports do not
fall within the these provisions of
Sections 7 and 11(a), the rule as adopted
specifically states that “a report on
unaudited interim financial information
* * * ghall not be considered a part of
the registration statement prepared or
certified by an accountant * * *.”

C. Other Matters

In the opinion of many of the
commentators, an independent
accountant should have the ability to
control the use of his SAS No. 24 report
in a registration statement, and the
Commission’s staff should have a
vehicle to determine that the SAS No. 24

report has not been included in a
registration statement without the -
accountant's knowledge. While the rule
adopted eliminates the requirement of
Section 7 of the Act that accountants
consent to use of SAS No. 24 reports, the
Commission agrees with the
Commentators and believes that
independent accountants should
acknowledge their awareness that their
SAS No. 24 reports are being included in
a registration statement. The
Commission intends to adopt an
amendment to the exhibit requirements
applicable to appropriate forms for the
registration of securities. This
amendment will require issuers to file as
an exhibit to a registration statement a
letter from the independent accountants
which acknowledges their awareness of
the use in a registration statement of
any of their reports which are not
subject to the consent requirement of
Section. 7. This amended exhibit
requirement will therefore require an
acknowledgement whenever an issuer
makes use of an SAS No. 24 report in a
registration statement,1®

A number of the commentators
suggested that a prospectus include
disclosure about the independent
accountants’ role in preparing SAS No.
24 reports. The Commission agrees that
disclosure which clarifies the distinotion
between the role of accountants in
preparing SAS No. 24 reports as
opposed to their role in certifying
financial statéments is needed in order
to fully inform investors. Such disclosure
would correct any misleading
implication about the extent of
accountants’ involvement which might
otherwise arise from the inclusion of
both an SAS No. 24 report and a
certification in‘a registration statement
and thus satisfy the requirements of
Rule 408 of Regulation C under the
Securities Act, Accordingly, a
prospectus which includes a discussion
about the independent accountants’
involvement in a registration statement
should clarify that SAS No. 24 reports
included in such registration statement
are not "reports” or "parts” of the
registration statement within the
meaning of Sections 7 and 11 of the

}

¢ The Commission has proposed amendments to
Regulation S-K and certain forms for the
registrittion of securities under tho Securities Act of
1933 in order to integrate the exhibit flling
requirements and eliminate certain exhibit filing
requirements (Securities Act Release No. 6149,
November 16, 1679). The exhibit filing requiroment
relating to the accountant's acknowledgement of an
awareness that a report which is not subject to tho
consent requirement of Section 7 is includod in a
registration statement will be adopted at tho same
time as final action is taken on the amendments to
the exhibit requirements proposed in Securities Act
Release No. 6149.
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Securities Act. The fact that the
independent accountants’ Section 11
liability does not extend to such SAS
No. 24 reports should be specifically
stated.

V. Authority

The rule is adopted pursuant fo
Section 19(a) of the Securities Act of
1933 which grants the Commission
authority to define “accounting,
technical and trade terms used in this
title,”

VI. Text of Rule

In consideration of the foregoing, 17
CFR Chapter I is amended as follows:
Part 230 of Chapter H of Title 17 of the
Code of Federal Regulations is amended
by adding paragraphs (c) and (d) to
§ 230.436 as follows:

§230.436 Consents required in special
cases.
* * * * *

(c) Notwithstanding the provisions of
paragraph (b) of this section, a report on
unaudited interim financial information
{as defined in paragraph (d) of this
section) by an independent accountant
who has conducted a review of such
interim financial information shall not
be considered a part of a registration
statement prepared or certified by an
accountant or a report prepared or
certified by an accountant within the
meaning of sections 7 and 11 of the Act.

{d) The term “report on unaudited
interim financial information" shall
mean a report which consists of the
following: (1) A statement that the
review of interim financial information
was made in accordance with
established professional standards for
such reviews; (2} an identification of the
interim financial information reviewed;
{3} a description of the procedures for a
review of interim financial information;
{4) a_statement that a review of interim
financial information is substantially -
less in scope than an examination in
accordance with generally accepted
auditing standards, the objective of
which is an expression of opinion
regarding the financial statements taken
as a whole, and, accordingly, no such
opinion is expressed; and (5} a
statement about whether the accountant
is aware of any material modifications
that should be made to the
accompanying financial information so
that it conforms with generally accepted
accounting principles. '

By the Commission.
George A. Fitzsimmons,
Secretary.

December 28, 1979,
[FR Doc. 80-549 Filed 1-7-80; 8.45 am)
BILLING CODE £010-01-M

DEPARTMENT OF HEALTH, -
EDUCATION, AND WELFARE

Soclal Security Administration
20 CFR Part 404

Federal Old-Age, Survivors, and
Disability Insurance (1950—); Basic
Computation of Benefits and Lump
Sums; New Methods of Computing
Benefit Amounts

AGENCY: Social Security Administration,
HEW.

ACTION: Final rules.

‘SUMMARY: These rules state the new

methods that we use to compute the
basic benefits, minimum benefits, and
cost-of-living increases, and to
recompute the basic benefit amount.
These changes are required by the
Social Security Amendments of 1977.
The principal purpose of the new
methods is to stabilize for future
beneficiaries the relationship between
initial benefits and the worker's
earnings. This purpose will be achieved
mainly (1) by making a cost-of-living
increase apply only to persons eligibile
for benefits in the year of the increase
and (2) by computing benefits through
methods that adjust both a worker's
past earnings and the brackets in the
benefit formula to reflect changes in the
wage levels of all wage earners. The
new benefit computation methods thus
provide for adjustment of benefits,
earnings credits, and the benefit formula
to reflect increases in cost of living or
wage levels, They also reduce
substantially the long-range social
security deficit which resulted in large
part from unintended effects of the
automatic cost-of-living increase
provisions of the 1972 Social Security
Amendments.

EFFECTIVE DATE: These rules are
effective January 8, 1980. However, in
accordance with the law which these
rules reflect, the new methods are
effective beginning January 1, 1979.
FOR FURTHER INFORMATION CONTACT:
Jack Schanberger, Legal Assistant,
Office of Regulations, Social Security
Administration, 6401 Security
Boulevard, Baltimore, Maryland 21235,
telephone (301) 594-6785.
SUPPLEMENTARY INFORMATION: On
December 29, 1978, these rules were

published in the Federal Register (43 FR
60877) as interim regulations.

Background

The automatic cost-of-living benefit
increase provision of the 1972 Social
Security Amendments successiully
made inflation-proof the benefits of
persons on the social security benefit
rolls. This protection was assured by
increasing benefits as the Consumer
Price Index (CPI} went up. However,
since 1972 the automatic benefit
increase also applied to benefits which
would have been payable to persons
who were not yet eligible. As explained
below, applying cost-of-living increases
to future beneficiaries actually would
have overcompensated them for
inflation and resulted in a huge,
unnecessary drain on the Social Security
Trust Funds,

Benefits have traditionally been based
on a worker’s average earnings during
that worker's working life, so that as the
worker's earnings rise, the worker’s
potential future benefits also rise. Under
the 1972 Amendments, benefits for
future beneficiaries also increased
whenever the CPI rose, and price rises
far exceeded the rates expected by
Congress. Thus, as-wages increased to
reflect price increases and as prices
increased to reflect wage increases,
there was an upward spiralling of
benefit levels which placed a much
heavier burden on the Social Security
Trust Funds than was anticipated by
Congress.

If the pre-1977 Amendments method
for computing benefits had been
retained, benefit levels would have risen
by about 50 percent more than wages
over the next 75 years. As a result of
this rise in benefit levels, many workers
would have received old-age benefits
which were equal to or even greater
than their wage levels when they
retired. This unintended result
accounted for about one-half of the long-
range deficit of the trust funds.

Decoupling

The method provided in the 1977
Amendments for stabilizing the
relationship between benefit levels and
earnings levels is known as
“decoupling.” Under decoupling, cost-of-
living increases will continue to apply to
keep benefits inflation-proof, but only
after a worker either becomes eligible
for benefits, or dies before becoming
eligible in the case of survivor’s benefits.

Benefit Computations Based on Indexed
Earnings
Along with decoupling, the future

benefits of a worker not yet eligible will
be protected against inflation in two

-
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ways. One way is by adjusting or
“indexing” the worker's past earnings to
take into account the change in general
wage levels that has occurred during the
worker's years of employment. The
second way is by indexing the brackets
in the benefit formula to reflect changes
in the average wages of all workers
between 1977 and the second year
before the worker becomes eligible or
dies. These adjusted earnings and
benefit formulas, which will be
computed when the worker or the
worker's survivors file for benefits, will
be used to compute benefit amounts.
Pre-amendment computation methods
would have used the worker’s actual
earnings, without adjustment, and cost-
of-living increases were reflected in
statutory tables of benefit amounts to
take account of increases up to the time
the beneficiaries became entitled. The
1977 Amendments provide more direct
methods for computing benefits on the
basis of the updated value of amounts
earned in prior years.

Definition of Average of Total Wages

As provided by statute, wages are
indexed by applying a ratio to the
worker's earnings for each year
beginning with 1951, The ratio is the
“average wage"” earned by all wage
earners in the second year before the
year of the worker’s death or eligibility
for benefits, divided by the “average
wage" earned by all wage earners in the
year of past earnings being adjusted. For
instance, if a worker is credited with
earnings of $4,800 for 1962, and average
wage levels have doubled between then
and the second year before the worker's
death or eligibility for benefits, then the
worker's indexed earnings for 1962, for
benefit computation purposes, will be
$9,600.

In the computation of average wages,
individuals who worked for wages in
more than one job will be counted as
only one wage earner. To compute the
average wage in any given year,
therefore, it is necessary to know the
total wages earned in that year and the
total number of individuals who earned
those wages.

The Congress gave the Secretary
express authority to decide how to
compute the average wage for each year
beginning with 1951, using wages
reported to the Secretary of the
Treasury or his or her delegate. Average
wages for 1951-1977 were published on
December 29, 1978 (43 FR 61016}. We
determine the average wage figure as
described below.

1978 and Succeeding Years

As legislative history suggests, data
on total wages and total wage earners

will be obtained from W-2 Forms
submitted to the Internal Revenue
Service (IRS) for income tax purposes.
For 1978 and 1979, we will use averages
derived from data on wage amounts
reported on IRS Forms 1040. The number
of wage earners will be derived from the
W-2 Forms that are attached to those
Forms 1040. (Similar data for 1977 will
be obtained, so that the averages for
1978 and 1979 can be adjusted to make
them comparable to the averages for
1951-1977.) Beginning with average
wages for 1980, we plan to use all W-2
Forms submitted to IRS for income tax
purposes. (Again, similar data for 1979
will be obtained in order to adjust
average wages for 1951-1979 to the 1980
level.}

1973 through 1977

For each year, total wages and total
wage earners were determined from
reports of taxable wages earned during
the first quarter of the year, submitted to
SSA for social security tax purposes.
The average wage for the first quarter of
the year was multiplied by four to
obtain the average wage for the year.

For years before 1977, total wages
could be determined from IRS 1040
Forms, but not total wage earners. This
is because IRS did not process joint
returns for those years to indicate
whether the husband, wife, or both
earned the reported wages. Thus, the
best source of data on total wages and
total wage earners for these years is
SSA’s own records.

Total wages for the years 1973 through
1977 were determined by using taxable
wages earned during the first quarter of
the year rather than wages earned
during the entire year. The earnings in
the first quarter are considered to be
more appropriate, because many wage
earners reach the ceiling for reported
earnings for social security tax purposes
before the end of the year while
relatively few reach the ceiling in the
first quarter. For this reason, the first
quarter earnings have also been used by
SSA for other purposes under the
statute, such as the determination of the
contribution and benefit base, which is
the maximum annual amount of
earnings taxable and creditable toward
benefits under social security.

1957 through 1972

Data on average taxable wages
reported for all employees for the first
quarter of each year before 1973 are not
available on a 100-percent basis.
However, beginning with 1957, such
data are available from a statistical one-
percent sample of social security
workers containing information on
wages earned during the first quarter of

the year and submitted to SSA for social
security purposes. As for years 1973
through 1977, the average wage for the
first quarter was multiplied by four to
obtain the average wage for the year.

1951 through 1956

For each year, average taxable wages
were determined from a statistical 0.1%
sample containing data on wages earned
during the first quarter of the year and
submitted to SSA for social security tax
purposes. Again, as for years 1957
through 1977, the average wage for the
first quarter was multiplied by four to
obtain the average wage for the year.

In addition, appropriate adjustments
were made so that, despite the different
sources of data, the results for all years
are comparable. The following are some
examples of the differences in data for
various periods:

(a) For years beginning with 1980, all
'W-2 Forms will be used, while IRS Form
1040's will be used for 1978 and 1979.
The data from these two sources are
expected to be different since, for
example, persons with very low wages
may not file a Form 1040.

(b) Forms 1040 submitted to IRS will
be used for the years 1978 and 1979,
W-2 Forms wil{be used for years after
1979. Before 1978, wage reports to SSA
were used. Wages for all types of
employment are reported to IRS, but
before 1978, wages for some types of
employment were not reported to SSA.
All wages for the year are reported to
IRS, but before 1978, wages were
reported to SSA only up to the
maximum amount taxable for social
security purposes.

(c) Sampling will be used for years
before 1973,

Given that similar data on total wagos
and total wage earners are not available
for all years, it is believed that the data
and the adjustments that SSA uses will
produce fair and reliable results.

Publication of Wage Levels

Each year, the Secretary of Health,
Education, and Welfare will publish in
the Federal Register the current
information on general wage levels that
is needed to compute a person’s benefit,
On December 29, 1978, we published in
the Federal Register (43 FR 61016) the
average of the total wages for calendar
years 1951 through 1977.

When Wage Indexing Is Effective

Wage indexing is effective for
workers who after 1978 first become
eligible for old-age or disability benefits
or die before becoming eligible. If the
wage indexing method results in a lower
old-age benefit than would be payable
under pre-1977 Amendments methods,
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the former methods, slightly modified,
may be used for persons who become
eligible for an old-age benefit in the
years 1979 through 1983. Modified pre-
1977 Amendments methods may also be
used in computing benefits for survivors
of deceased workers who die after 1978
and attained age 62 in the years 1979
through 1983.

Minimum Benefit Frozen

The 1977 Amendments provide that
the minimum benefit amount will be
frozen at $122, That amount will then be
subject to cost-of-living increases only
for years in which a beneficiary is
entitled to payments. Freezing the
minimum benefit emphasizes the
Supplemental Security Income program
as a source of income for the needy. In
order to provide for the needy, the
minimum benefit has been increased
more rapidly in the past than benefits
generally. However, these increases
have often resulted in somewhat of a
windfall for persons who were not
needy, but were receiving the minimum
because they did not rely on earnings
covered by social security as their
primary means of support during their
working lifetime.

Special Minimum Benefit Increased

The special minimum benefit, which
applies to individuals who worked for
many years under social security for low
wages, will guarantee these workersa
benefit of at least $11.50, instead of $9,
for each year of coverage over 10 and up
to 30. The special minimum benefit was
recomputed in January 1979 for present
beneficiaries to take into account this
increase in the base figure from $9 to
$11.50. '

Cost-of-living increases will now
ap;ﬁy to the special minimum benefit, as
well. - -

Recomputations )

Workers whose benefits were
computed using wage indexing will be
able to have their basic benefit
recomputed if earnings after.entitlement
will result in a higher benefit, although
the additional earnings will not be
indexed.

The Final Rules

We have made some minor technical
corrections and additions to the rules
which were published in the interim
regulations. In addition, we have added
several clarifying changes as a result of
comments from the public; these are
discussed below. Finally, in § 404.212

- through § 404.212f, we have added an
introductory section and rearranged and
rewritten some of the material so that it
is easier to follow.

Comments on Interim Regulations

In the interim regulations, we allowed
60 days for interested persons to submit
comments. We received comments from
6 people, including 4 who represent
pension-consulting companies. The
commenters essentially requested
clarifications in certain sections of the
regulations. As a result of these
comments, we have made the following
changes:

1. In § 404.212f, which was
§ 404.212b(b)(2)(iii) in the interim
regulations, we indicate that benefits to
survivors can be computed under the
pre-1977 Amendments methods if the
deceased worker attained age 62 after
1978 and before 1984. We also point out
that the 1984 cut-off year does not apply
to certain seldom used computation
methods;

2. In § 404.212f{c}, which was
§ 404.212b(b)(3) in the interim
regulations, we have added an
explanation that the modified pre-1977
Amendments method can never be used
to compute disability insurance benefits,
but that certain disabled individuals can
choose from two methods under which
they want their benefits to be computed.
Accordingly, these amendments are
adopted with several editorial and
clarifying changes, as set forth below.

(Sections 205, 215, and 1102 of the Social
Security Act, as amended; 53 Stat. 1368, as
amended, 64 Stat. 506, as amended, 49 Stat.
647; 42 U.S.C, 405, 415, and 1302).
(Catalog of Federal Domestic Assistance
Progtams Nos. 13.802 Soclal Security-
Disability Insurance; 13.803 Social Security-
Retirement Insurance; 13.805 Social-
Retirement Insurance; 13.805 Social Security-
Survivors Insurance.)

Dated: October 81, 1979.
Stanford G. Ross,
Commissioner of Social Security.

Approved: December 31, 1979.
Patricia Roberts Harris,
Secretary of Health, Education, and Welfare.

Part 404 of Chapter I of Title 20 of
the Code of Federal Regulations is
amended as follows:

1. Section 404.203 is amended as
follows: In paragraph (a), “or average
indexed monthly earnings,” is added
after “average monthly wage”; in
paragraphs (d) and (f), the period is
deleted after “average monthly wage"
and “or average indexed monthly
earnings.” is added; and paragraphs (m)
and (n) are added to read as follows:

§ 404.203 Delfinition of terms.
* L 4 * * *

(m) The average of the total wages.
As used in this subpart, “the average of
the total wages" (the average wage)
means: ‘

{1) For years after 1977, all
remuneralion reported as wages on
Form W--2 to the Internal Revenue
Service for all employees for income tax
purposes, divided by the number of
wage earners, except that for 1978 and
1978, we will use averages derived from
data on wage amounts reported on IRS
Forms 1040. The number of wage
earners will be derived from the W-2
Forms attached to those Forms 1040. We
will adjust those averages to make them
comparable to the averages for 1951~
1977. For years after 1977, the term
includes remuneration for services not
covered by social security and
remuneration for covered employment
in excess of that which is subject to
FICA contributions.

(2) For the years 1951 through 1977,
four times the amount of average
taxable wages that were reported to the
Social Security Administration for the
first calendar quarter of each year for
social security tax purposes. For years
prior to 1973, these average wages are
determined from a sampling of these
reportls.

(n) Averaoge indexed monthly earnings
(AIME). The “average indexed monthly
earnings” (AIME) are the average of the
insured individual's monthly creditable
earnings in the benefit computation
years, as adjusted or “indexed.” The
adjustment is intended to reflect
increases in the average wages of all
wage earners from 1951 through the
second year before the year the worker
dies or becomes eligible for benefits.

§404.205 [Amended]

2. Section 404.205 is amended by
inserting after “Act,” in the third
sentence “from the individual's average
indexed monthly earnings (§ 404.212c),
from the individual's primary insurance
benefit if the the individual had earnings
in years before 1951 (§ 404.213),".

§404.207 [Amended]

8. Section 404.207 is amended by
inserting after “higher" in the first
sentence of paragraph (a) “or unless the
wage indexing method in the
Amendments of 1977 applies,”.

4. Pollowing § 404.211, new §§ 404.212,
404.212a, 404.212b, 404.212c, 404.212d,
404.212¢ and 404.212f are added to read
as follows:

§ 404.212 Changes resulting from the
Social Security Amendments of 1977.

{a) In §§ 404.212a-404.212f, we discuss
the new methods for computing benefit
amounts as a result of the 1977
Amendments. Seclion 404.212a explains

how we select the proper computation
method.
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{b) The basic new method for
computing benefit amounts under the
1977 Amendments is “wage indexing”. It
applies generally where an insured
individual after 1978 attains age 62,
becomes disabled, or dies before age 62.
This method uses the worker's earnings
after they have been adjusted, or
“indexed”, in proportion to the average
increase in wages of all workers. Using
this method, we determine the worker's
Average Indexed Monthly Earning
(AIME). (See § 404.212c.) We then
compute the primary insurance amount
(PIA), using the worker’s AIME and also
adjusting the brackets in the
computation formula to reflect changes
in general wage levels. (See § 404.212b).
As required by law, we will publish in
the Federal Register each year the
information needed to compute the PIA
under the new method. (See § 404.212d.}

(c) If the insured individual after 1978
attains age 62, becomes disabled, or dies
before age 62, but was previously
entitled to a disability insurance benefit,
we use different methods to compute
benefits. We explain these methods in
§ 404.212e.

(d) In certain situations where the
1977 Amendments apply, we use
modified pre-1977 Amendments
computations if the resulting PIA is
higher than the PIA computed under the
1977 Amendments. We discuss these
methods and the situations in which
they apply in § 404.212a(c) and
§ 404.212f.

§ 404.212a Selecting the proper
computation method.

(a) When we compute benefits under
the 1977 Amendments. We compute
benefits under the provisions of the
Social Security Amendments of 1977
where an insured individual after 1978:
(1) Atiains age 62, (2) becomes disabled,
or (3) dies before age 62. The
computation methods under the 1977
Amendments are explained in
§§ 404.212b, 404.212¢ and 404.212d. For
exceptions to use of these methods, see
paragraphs {b) and (c) of this section.

(b) Prior entitlement to disability
insurance benefits. If an insured
individual after 1978 attains age 62,
becomes disabled, or dies before age 62,
and was previously entitled to a
disability insurance benefit, we compute
benefits using the methods explained in
§ 404.212e.

(c) When we use modified
computations under prior law. In certain
situations we use modified pre-1977
Amendments computations, if the
resulting primary insurance amount
{(PIA) is higher than the PIA computed
under the 1977 Amendments. In general,
we may use these modified methods

where an insured individual attains age
62 in the years 1979 through 1983, or dies
after 1978 and attained age 62 in the
years 1979 through 1983. We may use
these methods to compute old-age
insurance benefits and related
dependents’ benefits and, where the
individual has died, to compute
survivors' benefits. We may not
ordinarily use these methods to compute
disability insurance benefits and related
dependents’ benefits. The methods used
and the situations to which they apply
are explained in detail in § 404.212f,

§ 404.212b Computing an individual's
primary insurance amount (PIA) under the
1977 Amendments.

(a) PIA based on the average indexed
monthly earnings (AIME). Under the
1977 Amendments, the primary
insurance amount is the sum of three
separate percentages of portions of the
average indexed monthly earnings. (See
§ 404.212¢ for an explanation of the
AIME))

(1) For individuals who first become
eligible for old-age insurance benefits
{OAIB) or disability insurance benefits
(DIB) in 1979 or who die in 1979 before
becoming eligible for OAIB or DIB, the
PIA is computed by adding the
following:

(i) 90 percent of the first $180 of the
AIME;

(ii) 32 percent of the AIME over $180
and through $1,085; and

(iii) 15 percent of the AIME over
$1,085.

(2) If the sum of these amounts is not a
multiple of $.10, it is rounded to the next
higher multiple of $.10.

(3) For individuals who after 1979 first
become eligible for OAIB or DIB or die
before becoming eligible, the same
formula is used except that $180 and
$1,085 are adjusted as explained in
paragraph (b} of this section.

{4) If, after adjustment for the cost-of-
living increase, the PIA based on the
AIME is less than $122 (as adjusted for
the cost of living), which is the minimum
amount in column IV of the benefit table
that was in effect in December 1978,
rounded to the next higher dollar, or is
less than the special minimum PIA
computed for the individual (as adjusted
for the cost of living), then the PIA to be
used is the larger of these two minimum
amounts.

(b) Adjusting $180 and $1,085 in the
PIA formula after 1979. For an
individual who after 1979 either first
becomes eligible for OAIB or DIB or dies
before becoming eligible, the amounts of
$180 and $1,085 in paragraph (a){(1) of
this section are adjusted. The
adjustment updates the amounts to
reflect the change in average wages of

all wage earners which has occurred
between 1977 and the second year
before the year of first eligibility or
death. This is done first by dividing the
average of the total wages for the
second year before the year in which the
insured individual dies or first becomes
eligible for benefits, by the average of
the total wages for 1977 (the second year
before 1979). The answer is multipled by
$180 and by $1,085 to obtain the revised
figures for purposes of computing the
PIA. The revised figures are rounded to
the nearer dollar, For example, the
amount of $210.49 is rounded to $210.00;
and $210.50 is rounded to $211.00.

Example. An insured worker becomes
eligible for benefits in 1981. The estimated
average of the total wages for 1979, the
second year before the worker became
eligible, is $11,494.44 and the average of the
total wages for 1977 is $9,779.44. Thus, $160
and $1,085 are adjusted as follows:

$11,494.44

% $180=5212,
$9,779.44

$11,494.44

x $1,085=$1,275.
$9,779.44

§404.212c Computing an individual's
average indexed monthl