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Presidential Documents

Title 3—

The President

[FR Doc. 84-17344
Filed 6-26-84; 10:44 am]
Billing code 3195-01-M

Executive Order 12483 of June 25, 1984

Amending the Generalized System of Preferences

By the authority vested in me as President by the Constitution and statutes of
the United States of Amenica, including Title V of the Trade Act of 1974, as
amended (19 U.S.C. 2461 et seq.), as amended (the*Trade Act"), and sections
503 and 604 of the Trade Act (19 U.S.C. 2463 and 2483), and 1n order to adjust
the origmal designation of eligible articles for purposes of the Generalized
System of Preferences (GSP), it 1s hereby ordered as follows:

Section 1. The articles provided for 1n item 706.39 of the Tariff Schedules of the
United States (TSUS) are hereby removed from the list of eligible articles for
purposes of the GSP

Sec. 2. Annex III of Executive Order No. 11888 of November 24, 1975, as
amended, listing articles that are eligible for benefits of the GSP when
mmported from all designated beneficiary developing countries except those
specified 1 general headnote 3(c)(iii) of the TSUS, 1s further amended by
deleting item 706.39.

Sec. 3. General headnote 3(c)(iii) of the TSUS, listing articles that are eligible
for benefits of the GSP except when imported from the beneficiary developing
countries listed opposite those articles, 1s modified by deleting the following
TSUS item number and countrnes: **708.39 Hong Kong, Republic of Korea,
and Taiwan" -

Sec. 4. The amendments made by this Order shall be effective with respect to
articles both: (1) imported on and after January 1, 1976, and (2) entered, or
withdrawn from warehouse for consumption, on or after June 25, 1984.

(R s Rragee

THE WHITE HOUSE,
June 25, 1984.
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The Code of Federal Regulations is sold
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DEPARTMENT OF AGRICULTURE

Animal and Plant Health Inspection
Service

[Docket to. 83-345]
7 CFR Part 301

Pink Bollworm Quarantine and
Regulaticns

AGENCY: Amimal and Plant Health
Inspection Service, USDA.

ACTION: Interim rule.

SUMMARY: This document amends the
Pink Bollworm Quarantine and
Regulations by quarantiming the States
of Arkansas and Mississipp1 because of
the pink bollworm and by designating
certam areas within Desha County in
Arkansas and Washington County in
Mississipp: as suppressive areas. This
action 18 necessary as an emergency
measure in order to prevent the artificial
spread of the pmk bollworm through the
mterstate movement of regulated
articles. The effect of this action s to
mmpose certain conditions on the
mterstate movement of regulated
articles moved from suppressive areas.
DATES: Effective date of the mterim rule
1s June 27, 1984, Written comments
concermmng this interim rule must be
received on or before August 27, 1934,
ADDRESSES: Written comments should
be submitted to Thomas O. Gessel,
Director, Regulatory Coordination Staff,
Animal and Plant Health Inspection
Service, U.S, Department of Agniculture,
6505 Belcrest Road, Room 728 Federal
Building, Hyattsville, MD 20782. Written
comments received may be mspected at
Room 728 of the Federal Building
between 8:00 a.m. and 4:30 p.m. Monday
through Friday, except holidays.

FGR FURTHER INFORMATION CONTACT:
Michael J. Shannon, Staff Officer, Field
Operations Support Staff, Plant

Protection and Quarantine, Amumal and
Plant Health Inspection Service, U.S.
Department of Agriculture, 6505 Belcrest
Road, Room 683 Federal Building,
Hyattsville, MD 20782, (301) 436-8295.

SUPPLEMENTARY INFORMATION:
Emergency Action

Harvey L. Ford, Deputy Admimistrator
of the Amumal and Plant Health
Inspection Service for Plant Protection
and Quarantine, has determined that an
emergency situatién exists which
warrants publication of this interim rule
without prior opportunity for public
comment. Due to the possibility that
pnk bollworm could be artificially
spread mterstate to nomnfested areas of
the United States, a situation exists
requiring immediate action to prevent
the artificial spread of this pest.

Further, pursuant to the
admimstrative procedure provisions in 5
U.S.C. 553, it 18 found upon good cause
that notice and other public procedure
with respect to this mnterim rule are
mmpracticable and contrary to the public
nterest; and good cause 1s found for
making this interim rule effective less
than 30 days after publication of this
document 1n the Federal Register.
Comments will be solicited for 60 days
after publication of this document, and a
final document discussing comments
received and any amendments requred
will be published 1n the Federal Register
as soon as possible.

Background

The pink bollworm, Pectinophora
gossypiella (Saunders), is one of the
most destructive and widespread insect
pests of cotton in the world. This insect
spread to the United States from Mexico
1n 1917 and now occurs throughout most
of the cotton-producing State west of the
Mississippi River.

Prior to the effective date of this
document, the Pink Bollworm
Quarantine and Regulations (referred to
Jbelow as Regulations; 7 CFR 301.52-1
through 301.52-10) quarantined the
States of Arnizona, Califorma, Louisiana,
New Mexaco, Nevada, Oklahoma, and
Texas because of the pink bollworm.
The quarantine and regulations restrict
the interstate movement of regulated
articles from regulated areas in
quarantined States 1n order to prevent
the artificial spread of the pink
bollworm.

Under the Regulations, an area must
be designated as a “regulated area” if it
is an area in which the pink bollworm
has been found, orin which'there1s
reason to believe that the pink bollworm
15 present, or which it is deemed
necessary to regulate because of its
proxamity to infestation or its
inseparability for quarantine
enforcement purposes from infested
localities. Regulated areas are classified
as either “suppressive areas™ or
“generally infested areas” Suppressive
areas are regulated areas n which
eradication of the pink bollworm is
undertaken as an objective. Generally
infested areas are all regulated areas
not designated as suppressive areas.
Restrictions are imposed on the
interstate movement of regulated
articles from both generally infested
areas and suppressive areas m order to
prevent the artificial movement of the
pink bollworm into nomnfested areas,
and to prevent the reinfestation of
suppressive areas of the pink bollworm.

Specifically, § 301.52(b) (1) through
(12} of the Regulations [7 CFR
301.52(b)(1}-(12)] lists articles which are
regulated for the pink bollworm. Further,
% 301.52-3 (a), (b), and (c) of the
regulations [7 CFR 381.52-3 (a}, (b), and
(c)] permit the interstate movement of
articles designated as regulated articles
from regulated areas under the folloving
conditions:

(c) From any regulated area, with
certificate or permit 1ssued and attached m
accordance with §§ 301.524 and 301.52-7 if ©
moved:

(1) From any regulated area into or through
any point outside of the regulated areas; oz

(2) From any generally infested area mto or
through any suppressive area; or

{3) Between any noncontisuous suppressive
areas; or

(4) Batween contiguous suppressive areas
when it i3 determuned by the mnspactor that
the regulated articles present a hazard of the
spread of the pink bollworm and the parson
In possession thereof has been so notified; or

(b) From any regulated area, without
certificate or parmit if moved;

(1) Under the provisions of § 301.52-2b
which exempts certain articles from
certificate and permit requirements; or

(2) From a generally mfested area to a
contiguous generally mfested area; or

(3) From a suppressive area to a contiguons
generally infested area; or

(4) Between contiguous suppressive areas
unless the parson in possession of the articles
has been notified by an inspector thata
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hazard of spread of the pink bollworm exists;

or

(5) Through or reshipped from any
regulated area if the articles origmated
outside of any regulated area and if the point
of ongin of the articles 1s clearly indicated,
their 1dentity has been maintained and they
have been safeguarded against infestation
while in the regulated area in a manner
satisfactory to the inspector; or

(c) From any area outside the regulated
areas, without a certificate or permit if the
regulated articles are exempt under the
provisions of § 301.52-2b or if the point of
origin of such movement 1s clearly indicated
on the articles or shipping document which
accompanies the articles and if the movement
18 not made through any regulated area.

These regulations are designed to
restrict the interstate movement of
regulated articles from regulated areas
1n those circumstances where there
would be a risk of spread of the'pink
bollworm. A certificate or limited permit
1s authorized to be 1ssued based on
treatment of a regulated article or based
on a determmation that movement of a
regulated article without treatment
would not result in the spread of the
pink bollworm.

This document quarantines the States
of Arkansas and Mississipp1 and
designates certain areas in Arkansas or
Mississipp1 as suppressive areas
because of the pink bollworm. This
action has been taken because
mspectors of the U.S. Department of
Agriculture and State officials of
Arkansas and Mississipp: have
determined, based on recent surveys
conducted 1n Arkansas and Mississipp;,
that there 15 reason to believe that the
pink bollworm 1s present within the
areas designated as suppressive areas in
Arkansas and Mississipp1. The following
areas are designated as suppressive
areas:

Arkansas

(1) Generally infested area. None.

(2) Suppressive area.

Desha County. That area of the
county lying south and southwest of the
Arkansas River.

Mississippi

(1) Generally infested area. None

(2) Suppressive area. -

Washington County. That portion of
sec. 11 and 14, T.18 N., R. 7 W. lying
northwest of old U.S. Highway 61.

That portion of sec. 12, T.18 N,,R. 7
W. lying west of county road 269 and
that portion of said section lying south
of county road 268 and northwest of old
U.S. Highway 61.

That portion of sec. 8, T.18 N, R.7 W.
lying east of county road 253 and north
of the northern most Illinois Central Gulf
Railroad track.

That portion of sec. 17, T.18 N, R. 7
W. lying east of U.S. Highway 253.

That portion of sec. 22, T.18 N, R. 7
W. lying north of U.S. Highway 82 and
west of old 1J.S. Highway 61.

Sec.32,33,and 34, T.19N,,R. 7 W.

Sec. 3,4, 5,9,10,15, and 16, T. 18 N.,
R.7W.

Executive Order 12291 and Regulatory
Flexibility Act

This interum rule 1s 1ssued in
conformance with Executive Order
12291, and has been determined to be
not a “major rule.” Based on information
compiled by-the Department, it has been
determined that this interim rule will
have an estimated annual effect on the
economy of less than $30,000; will not
cause a major mcrease 1n cost or prices
for consumers, individual industres,
Federal, State or local government
agencies, or geographic regions; and will
not cause significant adverse effects on
competition, employment, investment,
productivity, innovation, or on the
ability of United States-based
enterprises to compete with foreign-
based enterprises in domestic or export
markets.

For this rulemaking action, the Office
of Management and Budget has waived
the review process required by
Executive Order 12291.

Mr. Bert W. Hawkins, Adminmstrator
of the Anmimal and Plant Health
Inspection Service, has determined that
this action will not have a significant
economic 1mpact on a substantial
number of small entities. This action
affects the interstate movement of
regulated articles from specified areas in
Desha County 1n Arkansas and
Washington County in Mississippa.
There are hundreds of small entities that
move such articles interstate from
nonregulated areas in the United States.
However, based on information
compiled by the Department, it has been
determined that fewer than 20 small
entities move such articles interstate
from the affected areas in Desha
County, Arkansas, and Washington
County, Mississipp1. Further, the overall
economic impact from this action 1s
estimated to be less than $30,000.

List of Subjects in 7 CFR Part 301

Agricultural commodities, Plant
diseases, Plant pests, Plants
(agriculture), Quarantine,
Transportation, Pink bollworm.

PART 301-—DOMESTIC QUARANTINE
NOTICES
§301.52 [Amended]

Accordingly, under the circumstances
described above, §§ 301.52(a) and

301.52-2a of the regulations in
“Subpart—Pink Bollworm", Chapter Ill,
Title 7 of the Code of Federal .
Regulations (7 CFR 301.52(a) and 301.52~
2a) are amended as follows:

1. In § 301.52(a) the States of
Arkansas and Mississippt are added in
alphabetical order to the list of States
quarantined.

2. The list of regulated areas for
Arkansas and Mississipp: in § 301.52-2q
are added in alphabetical order to read
as follows:

§301.52-2a Regulated areas; suppressive
and generally infested areas.

* * * *

ARKANSAS }

(1) Generally infested area. None,

(2) Suppressive area.

Desha County. That area of the
county lying south and southwest of the
Arkansas River.

* * * - *

MISSISSIPPI

(1) Generally infested area. None.

(2) Suppressive area.

Washington County. That portion of
sec.11 and 14, T. 18 N,, R. 7 W. lying
nothwest of old U.S. Highway 61.

That portion of sec. 12, T. 18 N,, R. 7
W. lying west of county road 269 and
that portion of said section lying south
of county road 268 and northwest of old
U.S. Highway 61.

That portion of sec. 8, T.18 N, R. 7 W.
lying east of county road 253 and north
of the northern most Illinois Central Gulf
Railroad track.

That portion of sec. 17, T. 18 N,, R. 7
W. lying east of U.S, Highway 253,

That portion of sec. 22, T.18 N,, R, 7
W. lying north of U.S. Highway 82 and
west of old U.S. Highway 61.

Sec.32,33,and 34, T.19N.,R. 7 W,

Sec. 3,4, 5, 9,10, 15, and 16, T. 18 N,,
R.7W.

* * - * *

(Sec. 106, 71 Stat. 33; (7 U.S.C 150¢e}); Secs. 8,
9, 37 Stat. 318 as amended; (7 U.S.C. 161, 162});
7 CFR 2.17, 2.51, 371.2(c))

Done at Washington, D.C. this 22nd day of

June 1984.

Harvey L. Ford,

Deputy Admunistrator, Plant Protection and
Quarantine, Animal and Plant Health
Inspection Service.

{FR Doc. 8417035 Filed 6-26-84; 8:45 am)

BILLING CODE 3410-34-M
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Federal Crop Insurance Corporation

7 CFR Part 411
[Docket No. 1694S; Amdt. No. 3]

Grape Crop Insurance Regulations

AGENCY: Federal Crop Insuranc
Corporation, USDA. -
ACTION: Final rule.

SUMMARY: The Federal Crop Insurance
Corporation (FCIC) hereby amends the
Grape Crop Insurance Regulations (7
CFR Part 411), effective for the 1984 and
succeeding crop years, by (1) changing
the policy to make it easter to read; (2}
providing for insurance on grapes grown
for processing as wine or juice; (3)
adding a provision which permits -
determination of indemnities based on
the acreage report rather than at loss
adjustment time; (4) requring a report of
a stand if it 1s less than 90 percent of the
ongnal stand; {5) providing a coverage
level if the msured does not select one;
(6} adding a provision regarding the end
of the msurance period of unharvested
acreage as the date harvest should have
started on the unit; (7} adding a 60-day
claun for indemnity provision; (8) adding
a section which allows for quality
adjustment for grapes which do not
meet the mmimum requirements for
processing of wine or juice and have a
value of less than 75 percent of the
market price; (9) adding a section
regarding appraisals following the end
of the mnsurance period for unharvested
acreage; (10) adding a hail/fire provision
for appraisals of uninsured causes; (11)
changing the cancellation/termnation
dates to conform to farming practices;
{12) providing that any change 1n the
policy will be available 1n the service
office by a certain date; (13) adding a
definition of “service office;” (14)
providing for unit determination when
the acreage report 1s filed; (15) adding
sections concerning “descriptive
headings,” “notices,” and
“deterrnation”; and (16) redesignating
Appendix B to Part 411 as Appendix A,
listing the counties wherein Grape Crop
Insurance 1s authorized to be offered.

In addition, FCIC 1ssues a new
subsection mn the grape crop msurance
regulations to contamn the control
numbers assigned by the Office of
Management and Budget (OMB) to
mformation collection requirements of
these regulations. The mntended effect of
this rule 1s to update the policy for
msuring grapes in accordance with
Departmental Regulation 1512-1
(December 15, 1983), requiring a review
of the regulations as to need, currency,
clarity, and effectiveness, and to comply
with OMB regulations requiring

publication of OMB control numbers
assigned to information collection
requirements in these regulations.

EFFECTIVE DATE: July 27, 1934.

FOR FURTHER (NFORMATION CONTACT:
Peter F. Cole, Secretary, Federal Crop
Insurance Corporation, U.S. Department
of Agriculture, Washington, D.C., 20250,
telephone (202) 447-3325.
SUPPLEMENTARY INFORMATION: This
action has been reviewed under
procedures established in Departmental
Regulation 1512-1 (December 15, 1983).
This action constitutes a review under
such procedures as to the need,
currency, clarity, and effectiveness of
these regulations. The sunset review
date established for these regulations 1s
April 1, 1988,

Merritt W. Sprague, Manager, FCIC,
has determined that this action (1) is not
a major rule as defined by Executive
Order No. 12291 (February 17, 1981),
because it will not have an annual effect
on the economy of $100 million or more,
and (2) will not increase the Federal
paperwork burden for individuals, small
businesses, and other persons.

The title and number of the Federal
Assistance Program to which these
regulations apply are: Title—Crop
Insurance; Number 10.450.

As set forth 1n the notice related to 7
CFR Part 3015, Subpart V (48 FR 29118,
June 24, 1983), the Federal Crop
Insurance Corporation's program and
activities, are excluded from the
provisions of Executive Order No. 12372
which requires intergovernmental
consultation with State and local
officials.

It has been determined that this action
18 exempt from the provisions of the
Regulatory Flexibility Act; therefore, no
Regulatory Flexibility Analysis was
prepared.

On Thursday, October 20, 1933, FCIC
published a notice of proposed
rulemalang to amend the Grape Crop
Insurance Regulations (7 CFR Part 411),
as outlined 1n the summary to this
document. The public was given €0 days
1 which to submit written comments,
data, and opimons on this proposed rule,
but none were received. Therefore, the
proposed rule as published is hereby
adopted with mmor clerical and
nonsubstantive changes &s a final rule,
effective with the 1984 and succeeding
Crop years.

List of Subjects 1n 7 CFR Part 411
Crop insurance, grape.
PART 411—[AMENDED]

Accordingly, pursuant to the authority
contamed 1n the Federal Crop Insurance
Act, as amended (7 U.S.C. 1501 et scg.),

the Federal Crop Insurance Corporation
hereby amends the Grape Crop
Insurance Regulations, effective for the
1981 and succeeding crop years, mn the
following 1nstances:

1. The Authority citation for 7 CFR
Part 41115:

Autharity: Secs. 508, 516, Pub. L. 75-430, 52
Stal. 73, 77 as amended (7 U.S.C. 1596, 1516).

2.7 CFR 411.315 added to read as
follows: 7 CFR 411.3 OMB control
numbers.

The 1information collection
requirements contained 1n these
regulations (7 CFR Part 411) have been
approved by the Office of Management
and Budget (OMB) under the provisions
of 44 U.S.C. Chapter 35 and have been
assigned OMB Nos. 05630003 and 0563—
0007,

3.7 CFR 411.7(d) 18 revised to read as
set forth below:

§411.7 The application and pollcy.
» * L 3

* *

(d) The application for the 1934 and
succeeding crop years 18 found at
Subpart D of Part 400—General
Administrative Regulations {7 CFR
400.37, 400.38; first published at 48 FR
1023, January 10, 1983) and may be
amended from time to time for
subsequent crop years. The provisions
of the Grape Insurance Policy for the
1934 and succeeding crop years, are as
follows:

DEPARTMENT OF AGRICULTURE
Federal Crop Insurance Corporation
Graps—Crop Insurance Policy

(This is a continuous contract. Refer to
Section 15.)

Agrecment to Insure: We will provide the
insurance described in this policy in return
for the premium and your compliance with all
applicable provisions.

Throughout this policy, “you” and “your”™
refer to the insured shown on the accepted
Application and *“we,” “us” and “our” refer to
tke Federal Crop Insurance Corporation.
Terms and Conditions

1. Causes of lass.

a. The Insurance provided 18 agamst
unavoidable locs of production resulting from
the following causes occurnng within the
insurance period:

(1) Adverse weather conditions;

(2) Fire;

(3) Wildlife;

(4) Earthquake;

(5) Volcanic eruption;

(5) Direct MMediterranean Fruit Fly damage;
or

(7) Failure of the imgation water supply
from an unavoidable cause occurring after
insurance attaches,
unlesa those causes are excepted, excludad,
or limited by the actuanal table or section
82(6). Direct Mediterranean Fruit Fly damage
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shall be actual physical damage to the grapes
on the unit which causes such grapes to be
unmarketable and shall not include
unmarketability of such grapes as a direct
result of a quarantine, boycott, or refusal to
accept the grapes by any entity without
regard to actual physical damage to such
grapes.

b. We shall not insure against any loss of
production due to:

(1) The neglect, mismanagement or wrong
doing of you, any member of your household,
your tenants or employees;

(2) The failure to follow recogmzed good
grape management practices;

(3) The impoundment of water by any
governmental, public or private dam or
reservoir project; or

{4) Any cause not specified 1n section 1a as
an insured loss.

2. Crop, acreage, and share msured.

a. The crop msured will be any insurable
vanety of grapes which are grown for wine,
juice, ra1sins, or canmng on insured acreage,
and for which a guarantee and premium rate
are provided by the actuaral table,

b, The acreage insured for each crop year
will be grapes grown on nsurable acreage as
designated by the actuanal table and in
which you have a share, as reported by you
or as determmned by us, whichever we elect.

c. The insured share will be your share as
landlord, owner-operator, or tenant in the
insured grapes at the time insurance attaches.

d. We do not insure any acreage:

(1) On which the vines, after being set out,
have not reached the number of growing
seasons designated by the actuarnal table;

s

(2) Which has not produced an average of 2
tons of grapes per acre; or

(3) With less than 90 percent of a stand of
bearing vines based on the ongnal planting,
unless inspected by us and we agree in
writing to insure such acreage, (the actuaral
table may provide exceptions to this clause).

e. Where 1mnsurance 18 provided for an
irrigated practice:

(1) You must report as irrigated only the
acreage for which you have adequate
fatilities and water to carry out a good grape
wrigation practice at the time mnsurance
attaches; and .

(2] Any loss of production caused by
failure to carry out.a good grape irigation
practice, except failure of the water supply
from an unavoidable cause occurring after
wnsurance attaches, will be considered as due
to an uninsured cause, The failure or
breakdown of irmgation equipment or
facilities will not be considered as a failure of
the water supply from an unavoidable cause.

f. We may limit the insured acreage to any
acreage limitation established under any Act
of Congress, if we advise you of the limit
prior to the time insurance attaches.

3. Report of acreage, share, yield, and
practice.

You must report on our form:

a. All the acreage of grapes mn the county in
which you have a share;

b. The practice;

c. Your share at the time insurance
attaches; .

d. The number of bearing vines {if less than
80 percent of a stand based on the onginal
planting pattern); and

PREMIUM ADJUSTMENT TABLE 1

e. The most recent year's production for
insurable acreage on each unit.

You must designate separately any acreage
that is not insurable. You must report if you
do not have a share 1n any grapes grown in
the county. This report must be submitted
annually on or before the reporting date
established by the actuarial table. All
indemnities may be determined on the basis
of information you have submitted on this
report. If you do not submit this report by the
reporting date, we may elect to determine by
unit the insured acreage, share, and practice
or we may deny liability on any unit. Any
report submitted by you may be revised only
upon our approval,

4. Production guarantees, coverage lovels,
and prices for computing indemnities,

a. The production guarantees, coverage
levels, and prices for computing indemnitios
are contamned in the actuarial table,

b. Coverage level 2 will apply if you do not
elect a coverage level.

c. You may change the coverage level and
price election on or before the closing date
for submitting applications for the crop your
as established by the actuanal table.

5. Annual premium,

a. The annual premium is earned and
payable at the time insurance attaches, The
amount is computed by multiplying the
production guarantee times the price election,
times the premum rate, times the insured
acreage, timea your share at the time
msurance attaches, times the applicable
premium adjustment percentage contained in
the following table,

TPercent adjustments for favorable conti i xp )}
Numbers of years continuous experience through prevnous year
0 1 2 3 4 5 [} 7 8 9 10 1" 12 13 14 :r?o?or
Percentage adjustment factor for current crop year
Loss ratio 2 through previous crop year
.00 to .20 100 95 95 90 90 85 80 75 70 70. 65 65 60 60 65 50
.21 10.40 100 100 95 95 80 80 90 85 80 80 7% 75 70 70 €5 60
4110 .60 100| 100 85 95 85 95 95 90 20 80 85 85 B0 80 s 70
.61 to .80 100| 100 95 B5 95 85 95 95 90 20 90 90 85 85 85 80
81 to 1.09 100 1100( 100| 1to00{ 100] 00| 100] 100} 100] 00| 100} 00| 100} 100} 100 100
[Percent adjustments for unfavoyable Insurance experiencel
Numbers of loss years through previous year s
o 1 la2]asla]sJeflrs s JoJowo][unlwe]n]u] s
Percentage adjustment factor for current crop yaar
Loss ratio * through previous crop year
1.10 to 1.19 10} 00| 100] 02| 104| 1087 108] 110} 112] 114] 18} 118| 120 122]| 124 128
1.20 to 1.39 100 100 100 104 108 112 116 120 124 128 132 138 140 144 148 162
1.40 to 1.69 00| 100 100| 108] 116| 124 132| 140] 48| 158| 184 172 80| 188 106 204
1.70 to 1,99 00| 100] 00| +412] 122| 132} 142| 152| 162| 172] 182 192] 202 212] 222 232
2,00 to 2.49 100 100 1001 118} 128 140) 152 164| 176 1688| 200} 2121 224] 2306| =248 260
2.50 to 3.24 100| 100]| 100 120} 34| 148} 162| 176| 180]| 204 | 218] 232} 246| 260]| 274 289
3.26 to 3.99 100 1007 105| 124) 40| 156 72| 188} 204]| 220| 238} 252| 269| 284| 300 300
4.00 to 4.99 100 100} 110| 128| 148 164| 182] 200| 218| 236 254| 272| 290] S800| 800 300
6.00 to 5.89 100 | 100} 15| 132] <1521 4172) 192| =212 292 252 272| 292| 300 300 300 300
6.00 and up 100 100 20| 136{ 158| 80| 202 224| 248| 268} 200f 300f 00| 300} 300 300

4 For premium adjustment purposes, only the ysars dunng which pfemluTs were earned shall be considered.

2 Loss Ratio means the ratio of i )

U

to p 3)
2 Only tha most recent 15 crop years shall be used to determine the number of “Loss Years™ (A crop year is determined to be a “Loss Year” when the amount of indemnity for the yoar

exceeds the premum for the yoar.)
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b. Interest will accrue at the rate of one
and one-half percent (1%%) simple nterest
per calendar month, or any part thereof, on
any unpard premium balance starting on the
first day of the month following the first
premium billing date.

¢. Any premium adjustment applicable to
the contract will be transferred to:

(1) The contract of your estate or surviving
spouse m case of your death;

(2) The contract of the person who
succeeds you if such person had previously
participated 1n the vineyard operation; or

(3} Your contract if you stop vineyerd
operations m one county and start vineyard
operations in another county.

d. If participation 1s not continuous, any
premum will be computed on the basis of
previous unfavorable msurance experience
but no premium reduction under section 5a
will be applicable.

6. Deductions for debt.

Any unpaid amount due us may be
deducted from any indemnity payable to you
or from any loan or payment due you under
any Act of Congress or program admimistered
by the United States Department of
Agriculture or its Agencies.

7. Insurance period.

a. Insurance attaches each crop year on:

(1) February 1 1n Califorma;

(2) November 21 1n Washington; and

{3) December 11 1n all other stdtes.

b. Insurance ends at the earliest of:

(1) Total destruction of the grapes on the
unit;

(2) The date harvest should have started on
the unit, on any acreage which1s not
harvested;

(3) Harvest;

{4) Final adjustment of a loss; or

(5) December 10 (November 1n Washington
and Califorma) of the calendar year n which
the grapes are normally harvested.

¢. In New York, Pennsylvama and Oho, if
you purchase any msurable acreage on or
before January 5 of any crop year and if we
mspect, consider acceptable, and agree in
writing to msure such acreage, msurance will
be considered to have attached to such
acreage on the preceding December 11. In
New York, Pennsylvama and Oho, if you sell
any acreage of grapes on or before January 5
of any crop year, insurance will not be
considered to have attached to such acreage
for that crop year.

8. Notice of damage or loss.

a. In case of damage or probable loss:

(1) You must give us written notice if during
the period before harvest, the grapes on any
unit are damaged and you decide not to
further care for or harvest any part of them.

(2) You must give us notice:

{a) At least 15 days before the begmmng of
harvest if you anticipate a loss on any unit; or

(b) Immediately, if damages occurs within
15 days pnor to harvest or during harvest.

{3) If you are going to claim an mdemnity
on any unit, notice must be given not later
than 48 hours:

{a) After total destruction of the grapes on
the unit;

(b) After discontinuance of harvest on the
unit; or

(c) Before harvest would normally start if
any acreage on the unitisnottobe
harvested.

{4) Unless notice has been given under
subsection (3} above, and in addition to the
other notices required by this section, if you
are gomng to claim an indemnity on any unit,
we must be given notice not later than 30
days after the earlier of:

(a) Harvest of the unit; or

(b) The calendar date for the end of the
msurance period.

b. You must obtain vritten consent from us
before you destroy any of the grapes which
are not to be harvested.

¢. We may reject any claim for indemnity if
any of the requirements of this section or
section 9 are not complied with.

9. Claim for indemnity.

a. Any claim for indemnity on a unit must
be submitted to us on our form not later than
60 days after the earliest of:

(1) Total destruction of the grapes on the

unit;
{2) harvest of the unit; or
(3) The calendar date for the end of the
mnsurance period.
b. We will not pay indemnity unless you:
(1) Establish the total production of grapes

-on the unit and that any loss of production

has been directly caused by one or more of
the insured causes during the insurance
period; and

(2) Furnish all information we require
concerning the loss.

c. The indemnity will be determined on
each unit by:

(1) Multiplying the insured acreage by the
production guarantee;

(2) Subtracting therefrom the total
production of grapes to be counted (see
section 9e);

() Multiplying the remainder by the price
election; and

(4) Multiplying this product by your share.

d. If the information reported by you results
1n a lower premium than the actual premium
determuned to be due, the indemnity will be
reduced proportionately.

e. The total production to be counted fora
unit will include all harvested and appraised
production:

(1) Grape production:

(a) Which, due to insurable causes, does
not meet the minimum sugar colids and/or
quality requirements of the receiving
processor and has a value of less than 75
percent of the market price for grapes
meeting the mmmum requirements or would
not meet these requirements if properly
handled, will be adjusted by:

(i) Divading the value par ton of such
grapes, by the hughest price election available
for such grapes; and

(ii) Multiplying the result (not to exceed 1)
by the number of tons of such grapes,

(2) Appraised production to be counted will
mncluede:

(a) Unharvested production on harvested
acreage and potential production lost due to
unimsured causes and failure to follow
recogmzed gocd grape management
practices;

(b) Not less than the guarantes for any
acreage which is abandoned, damaged solely
by an umnsured cause or destroyed by you
without our consent;

(c) Any appraised production on
unharvested acreage.

(3) Any appraisal we have made on msured
acreage will be considered production to
count unless such appraised production:

(a) Is not harvested before the harvest of
grapes becomes general 1n the county;

(b) Is harvested; or

(c) Is further damaged by an insured cause.

(4) I any grapes are harvested before
normal maturity, the production of such
grapes will be increased by the factor
obtaned by dividing the price per ton
recewved for such grapes by the price per ton
for fully matured grapes.

(5) The amount of production of any
unharvested grapes may be determined on
the basis of field appraisals conducted after
discontinuance of harvest or the end of the
insurance period.

(6) When you have elected to exclude hail
and fire as insured canses of loss and the
grapes are damaged by hail or fire, appraisals
for uninsured causes will be maden
occordance with Form FCI-78, “Request to
Exclude Hail and Fire”

(?) The commingled preduction of units will
be allocated to such units in proportion to our
liability on the harvested acreage of each
unit.

{. You must not abandon any acreage to us.

8. You may not bring suit or action agamst
us unless you have complied with all policy
provisions. If a claim is demied, you may sue
us in the United States District Court under
the provisions of 7 U.S.C. 1503(c). You must
bring suit within 12 months of the date notice
of denial i3 mailed to and received by you.

h. We will pay the loss withun 30 days after
we reach agreement with you orentry of 2
final judgment. In no event will we be liable
for interest or damages mn connection with
any claim for indemnity, whether we aporove
or disapprove such claim.

i. If you die, disappear, or are judically
declared incompetent, or if you are an entity
other than an individual and such entity 13
dissolved after insurance attaches for any
crop year, any indemnity will be paid to the
person(s) we determne to be benefically
entitled thereto.

j. If you have other fire insurance, fire
damage cccurs dunng the insurance penod,
and you have not elected to exclude fire
insurance from this policy, we will be liable
for loss due to fire only for the smaller of

(1) The amount of indemnity determmed
pursuant to this contract without regard to
any other insurance; or

(2) The amount by which the loss from fire
exceeds the indemnity paid or payable under
such other mnsurance. For the purposes of this
section, the amount of loss from fire will be
the difference between the farr market value
of the praduction on the unit before the fire
and after the fire.

10. Concealment of fraud.

We may void the contract on all erops
insured without affecting your liability for
premiums or waiving any nght, mmcluding the
nght to collect any amount due us if, at any
time, you have concealed or msrepresented
any matenal fact or committed any fraud
relating to the contract, and such voidance
will be effective as of the beginming of the
crop year with respect to which such act or
omusston occurred.
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11. Transfer of night to indemnity or msured
share,

If you transfer any part of your share
during the crop year, you may transfer your
right to an indemnity. The transfer must be on
our form and approved by us. We may collect
the premum from either you or your
transferee or both. The transferee will have
all rights and responsibilities under the
contract.

12. Assignment of indemnity.

You may assign to another party your right
to an indemnity for the crop year, only on our
form and with ourapproval. The assighee
will have the right to submit the loss notices
and forms required by the ¢ontract.

13. Subrogation. (Recovery of loss from a
third party.)

Because you may be able to recover all or a
part of your loss from someone other than us,
you must do all you can to preserve any such
nights. If we pay you for your loss then your
night.of recovery will at our option belong to.
us. If we recover more than we paid you plus
our expenses, the excess will be paid to you.

14. Records and access to farm.

You must keep, for two years after the time
of loss, records of the harvesting, storage,
shipment, sale or other disposition of all
grapes produced on each unit including
separate records showing the same
information for production from any
umnsured acreage. Any person designated by
us will have access to such records and the
farm for purposes related to the contract.

15. Life of contract: Cancellation and
termination.

a. This contract will be 1n effect for the
crop year specified on the application and
may not be canceled for such crop year.
Thereafter, the contract will continue n force
for each succeeding crop year unless
canceled or terminated as provided n this
gectign.

b. This contract may be canceled by either
you or us for ahy succeeding crop year by
giving written notice on or before the
cancellation date preceding such crop year.

c. This contract will terminate as to any
crop year if any amount due us on this or any
other contract with you 18 not paid on or
before the termination date preceding such
crop year for the contract on which the
amount 18 due. The date of payment of the
amount due:

(1) If deducted from an indemnity will be
the date you sign the claim; or

(2) If deducted from payment under another
program admimstered by the United States
Department of Agriculture will be the date
such payment was approved.

d. The cancellation and termination dates
are:

Canceliation and termination
State dates
California..... January 31.
..... g N ber 20,
All other states.... | December 10.

e. If you die or are judicrally declared
incompetent, or if you are an entity other
than an individual and such entity is
dissolved, the contract will terminate as of
the date of death, judicial declaration, or
dissolution, However, if such event occurs

after insurance attaches for any crop year,
the contract will continue 1n force through the
crop year and terminate at the end thereof.
Death of a partner i a partnership will
dissolve the partnership unless the
partnership agreement provides otherwise: If
two or more persons having a joint interest
are msured jointly, death of one of the
persons will dissolve the joint entity.

f. The contract will termnate if no premium
is earned for five consecutive years.

16. Contract changes.

‘We may change any terms and provisions
of the contract from year to year. If your price
election at which indemnities are computed
is no longer offered, the actuanal table will
provide the price election which you are
deemed to have elected. All contract changes
will be available at your service office by
August 31 preceding the cancellation date for
counties with a November 20 or December 10
cancellation date, and by October 31
preceding the cancellation date for all other
counties. Acceptance of any changes will be
conclusively presumed in the absence of any
notice from you to cancel the contract.

17. Meaning of terms.

For the purposes of grape crop insurance:

a. “Actuanal table” means the forms and
related materal for the crop year approved
by us which are available for public
mspection 1n your service office, and which
show the production guarantees, coverage
levels, premium rates, prices for computing
indemnities, practices, insurable and
uninsurable acreage, and related information
regarding grape insurance 1n the county.

b. “Contiguous land" means land which is
touching at any point, except that land which
18 separated by only a public or private right-
of-way shall be considered contiguous.

c¢. “County” means the county shown on
the application and any additional land
located 1n a local producing area bordering
on the county, as shown by the actuanal
table,

d. “Crop year” means the peniod beginmng
with the date insurance attaches and
extending through normal harvest time and
will be designated by the calendaryear in
which the grapes are normally harvested.

e. “Harvest” means picking the grapes from
the vines. -

f. “Insurable acreage” means the land
classified as insurable by us and shown as
such by the actuanal table.

8. “Insured” means the person who
submitted the application accepted by us.

h. “Person” means an individual,
partnership, association, corporation, estate,
trust, or other business enterpnse or legal
entity, and wherever applicable, a State, a
political subdivision of a State, or any agency
thereof.

1. "Service office” means the office
servicing your contract as shown on the
application for insurance or such other
approved office as may be selected by you or
designated by us.

). “Tenant” means a person who rents land
from another person for a share of the grapes
or a share of the proceeds therefrom.

k. “Ton” means 2000 pounds.

L “Unit” means all insurable acreage of
grapes in the county, located on contiguous
land, on the date insurance attaches for the
crop year:

(1) In which you have a 100 percent share;

or

(2) Which 15 owned by one entity and
operated by another entity on a share basls,

Land rented for cash, a fixed commodity
payment, or any consideration other than a
share 1n the grapes on such land will be
considered as owned by the lessee. Land
which would otherwise be one unit may be
divided according to applicable guldelines on
file 1 your service office or by written
agreement between you and ug, Units as
herein defined will be determined when the
acreage is reported. Errors in reporting such
units may be corrected by us to conform to
applicable guidelines when adjusting a loss.
‘We may consider any acreage and share
thereof reported by or for your spouse or
child or any member of your household to be
your bona fide share or the bona fide share of
any other person having an interest therein,

18. Descriptive headings.

The descriptive headings of the various
policy terms and conditions are formulated
for convenience only and are not intended to
affect the construction or meaning of any of
the provisions of the contract.

19. Determinations.

All determinations required by the policy
will be made by us. If you disagree with our
determinations, you may obtain
reconsideration of or appesl those
determinations in accordance with Appeal
Regulations.

20. Notices.

All notices required to be given by you
must be in writing and received by your
service office within the designated time
unless otherwise provided by the notice
requirement. Notices required to be given
immediately may be by telephone or in
person and confirmed in writing, Time of the
notice will be determined by the time of our
receipt of the written notice.

4.7 CFR Part 411 is further amended by
redesignating Appendix B as Appendix A.

Done in Washington, D.C., on May 7, 1984,

Dated: June 19, 1984. .
Peter F. Cole,
Secretary, Federal Crop Insurance
Corporation.

Approved by:
Edward Hews,
Acting Manager.
[FR Doc. 84-17023 Filed 6-20-84; 6:45 am]
BILLING CODE 3410-08-M

7 CFR Part 431
[Docket No. 1088S; Amdt. No. 1]
Soybean Crop Insurance Regulations

.AGENCY: Federal Crop Insurance

Corporation, USDA.
ACTION: Final rule.

sUMMARY: The Federal Crop Insurance
Corporation (FCIC) hereby amends the
Soybean Crop Insurance Regulations (7
CFR Part 431), effective for the 1984 and
succeeding crop years by: (1) Changing
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the policy to make it easier to Tead; (2)
adding a provision fo permit
determination of indemmities based on
the acreage report rather than at loss
adjustment time; {3} adding a provision
to provide a coverage level if the mnsured
does not select one; {4) providing that, mn
the event of a probable less, a
represeniative sample of the
unharvested crop be left ntact for 15
days after notice of loss 1s given; (5)

-revismg the hail/fire prowision for
appraisals of uminsured causes of loss;
{6) changing the cancellation/
termination dates to conform with
farming practices; {7) providing that any
changes n the policy will be available
m the service office by a certain date; {8)
changing unit guidelines 1n certain
mstances; (9) provading for a reduction
m guarantee for double cropped
soybean; and (10) limiting the guarantee,

In addition, FCIC 1ssues a new
subsection mn the soybean crop
ansurance regulations to contain the
control numbers assigned by the Office
of Management and Budget {OMB] to
mformation collection requirements of
these regulations. The intended effect of
this rule 18 to update the policy for
msuring soybeans m accordance vith
Deparimental Regulation 15121,
(December 15, 1983) requring a review
of the regulations as to need, currency,
clarity, and effectiveness, and to comply
with OMB regulations requiring
publication of OMB control numbers
assigned to information collection
requrements in these regulations.
EFFECTIVE DATE: July 27, 1984,

FOR FURTHER INFORMATION CONTACT:
Peter F. Cole, Secretary, Federal Crop
Insurance Corporation, U.S. Department
of Agriculture, Washington, DB.C. 20250,
telephone (202) 447-3325.
SUPPLEMENTARY INFORMATION: This
action has been remiewed under USDA
procedures established in Departmental
Regulation {(December 15, 1983). This
action constitutes a review under such
procedures as to the need, currency,
clarity, and effectiveness of these
regulations. The sunset review date
established for these regulations 1s April
1,1988.

Merritt W. Sprague,Manager, FCIC,
has determined that this action {1) is not
a major rule as defined by Executive
Order No. 12291 (February 17, 1981},
because it will not have an annual effect
on the economy of $100 million or more,
and (2) will not increase the Federal
paperwork burden for individuals, small
busmesses, and other persons.

The title and number of the Federal
Assistance Program to which these
regulations apply are: Title—Crop.
Insurance; Number 10.450.

As set forthn the notice related to 7
CFR Part 3015, Subpart V (48 FR 29116,
June 24, 1983), the Federal Crop
Insurance Corporation's program and
activities, are excluded from the
provisions of Executive Order No. 12372
which requires intergovernmental
consultation with State and local
officials.

It has been determuned that this action
15 exempt from the provistons of the
Regulatory Flexibility Act; therefore, no
Regulatory Flexibility Analysis was
prepared.

On Wednesday, July 27, 1283, FCIC
published a notice of propoced
rulemaking 1n the Federal Register at 48
FR 34047, to amend the Soybean Crop
Insurance Regulations. The public was
given 60 days i which to submit written
comments, data, and opimons, but none
were recewved. On Thursday, March 8,
1984, a Supplemental Notice of Proposed
Policy Rulemaking and Extension of
Comment Period was published in the
Federal Register at 49 FR £620. The
supplemental notice proposed to further
amend the Soybean Crop Insurance
Regulations by (1) offering soybean crop
insurance only on the unit basis
provided in the policy for insurance,
with guidelines providing no further unit
division 1n those states with a
cumulative loss ratio of at least 1.30, and
a cumulative premium income of at least
$1 million; (2) providing for a reduction
in guarantee of 15 percent (15%) on any
practice of double-cropped soybeans;
and (3) providing that soybeans will not
be insured at more than 100 percent
{1003) of the guarantee based on the
county average yeld. The public was
given 15 additional days in which to
submit comments on the proposed rule,
but none were recerved. Therefore, both
proposed rules as published and
described above, ara hereby adopted as
a final rule effective with the 1924 and
succeeding crop years, and are
mcorporated herewn.

List of Subjects in 7 CFR Part 431
Crop msurance, Soybean.
Final Rule

PART 431—~[AMENDED]

Accordingly, pursuant to the authority
contamned 1n the Federal Crop Insurance
Act, as amended (7 U.S.C. 1501 et scq.),
the Federal Crop Insurance Corporation
hereby amends the Soybean Crop
Insurance Regulations (7 CFR Part 431),
effective for the 1984 and succeeding
crop years, in the following instances:

1. The Authority citation for 7 CFR
Part 4311s:

Authority: Secs. 508, 516, Pub. L. 75430, 52
Stat. 73, 77 as amended (7 U.S.C. 1509, 1510).

2.7 CFR 431313 added toread as
follows:

§431.3 OMB control numbers.

The information collection
requrements contamed mn these
regulations {7 CFR Part 431) have been
approved by the Office of Management
and Budget (OMB) under the provisions
of 44 U.S.C. Chapter 35 and have bzen
assigned OMB Nos. 0563-0003 and 0563~
0007.

3.7 CFR 431.7(d) 15 revised toread as
set forth below:

§431.7 Theapplication and policy.

4 - * * »*

{d) The application for the 1934 and
succeeding crop years 1s found at
Subpart D of Part 400—General
Admmstrative Regulations (7 CFR
400.37, 400.38; and may be amended
from time to time for subsequent crop
years. The provisions of the Soybean
Insurance Policy for the 1924 and
succeeding crop years, are as follows:

DEPARTMENT OF AGRICULTURE
Federal Crop Insurance Corporation

Soybean—Crop Insurance Policy

(This i3 a continuous contract. Refex to
Saction 15.)

AGREEMENT TO INSURE: We will
provide the insurance deseribad m this palicy
in return for the premum and your
compliance with all applicable provisions.

Throughout this policy, “you” and “your™
refer to the insured shown on the accepted
Application and “we,” “us” and “ow" refer to
the Fedcral Crop Insurance Corporation.

Terms and Conditions

1. Causes of loss.

a. The insurance provided 15 agamst
unavoidable loss of production resulting from
the following causes occurring within the
insurance period:

(1) Adverse weather conditions;

(2} Fires

{3) Insects; ~

(4) Plant diseace;

(5) wildlife;

(6) Earthquake;

(7) Volcanic eruption; or

(8) Failure of the water supply from an
unavoidable cause occurnng after the
beginning of planting, unless those causes are
excepted. excluded, or limited by the
actuarial table or section Sf{5).

b. We shall not insure agamnst any loss of
production due to:

(1) The neglect, mismanagement or wrong
doing of you, any member of your housshold,
your tenants or employees;

(2) The failure to follovw recogmzed good
soybean farming practices:

(3) The impoundment of water by eny
governmental, public or private dam or
seservelr project: or

(4) Any cause not spzcified in szction1a as
annsured loss.

2. Crop, acreage, and share msured.
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a. The crop insured will be soybeans which
are planted for harvest as beans and which
are grown on insured acreage and for which a
guarantee and pfemium rate are provided by
the actuanal table.

b. The acreage insured for each crop year
will be soybeans planted on msurable
acreage as designated by the actuanal table
and 1n which you have a share, as reported
by you or as determined by us, whichever we
will elect.

c. The msured share will be your share as
landlord, owner-operator, or tenant in the
msured soybeans at the time of planting.

d. We do not mnsure any acreage:

(1) Where the farming practices carried out
are not 1n accordance with the farming
practices for which the premium rates have
been established;

(2) Which 1s irngated and an irnigated
practice 18 not provided by the actuarial table
unless you elect to msure the acreage as
nonirngated by reporting it as insurable
under section 3;

(3) Which 1s destroyed, we determine it 1s
practical to replant to soybeans and such
acreage 18 not replanted;

(4) Initially planted after the final planting
date contaned 1n the actuarnal table, unless
You sign an option form agreeing to coverage
reduction;

(5) Of volunteer soybeans;

(6) Planted to a type or variety of soybeans
not established as adapted to the area or
excluded by the actuarnal table;

(7) Planted with a crop other than
soybeans; or

(8) Of a second soybean crop followimng a
soybean crop harvested 1n the same crop
year.

e. Where insurance 1s provided for an
urngated practice:

(1) You must report as irrigated only the
acreage for which you have adequate
facilities and water to carry out a good
soybean 1rmgation practice at the time of
planting;and

(2) Any loss of production caused by
failure to carry out a good soybean irngation
practice, except Tailure to the water supply
from an unavoidable cause occurring after
the beginning of planting, will be considered
as due to an uninsured cause. The failure or
breakdown of irngation equipment or
facilities will not be considered as a failure of
the water supply from an unavordable cause.

f. Unless otherwise provided 1n the
actuanal table, insurance will attach only on
acreage mitially planted 1n rows far enough
apart to permit cultivation but, if such msured
acreage 18 destroyed and replanted, whether
mn the same manner or by broadcasting,
drilling, or 1n rows too close to permit
cultivation, it will be regarded as insured
acreage and not as acreage put to another
use.

g. Acreage planted for the development or
production of hybnd seed or for expenmental
purposes 1s not insured unless we agree 1n
writing to msure such acreage.

h. We may limit the insured acreage to any
acreage limitation established under any Act
to Congress, if we advise you of the limit
prior to planting,

3. Report of acreage, share, and practice. -

You will report on our form:

PREMIUM ADJUSTMENT TABLE 1

a. All the acreage of soybeans in the
county in which you have a share;

b. The practice; and

c. Your share at the time of planting.

You must designate separately any acrouge
that 1s not insurable. You must report if you
do not have a share in any soybeans planted
i the county. This report must be submitted
annually on or before the reporting date
established by the actuarial table. All
indemnities may be determined on the basis
of information you have submitted on this
report. If you do not submit this report by the
reporting date, we may elect to determine by
unit the msured acreage, share, and practice
or we may deny liability on any unit. Any
report submitted by you may be revised only
upon our approval.

4. Production guarantees, coverage lavels,
and prices for computing indemnities.

a. The production guarantees, coverage
levels, and prices for computing indemnitios
are contained 1n the actuanal table.

b. Coverage level 2 will apply if you have
not elected a coverage level,

c. You may change the coverage level and
price election before the closing date for
submitting applications for the crop year as
established by the actuarial table.

5. Annual premium.

a. The annual premium 18 earned and
payable at the time of planting. The amount
18 computed by multiplying the production
guarantee times the-price election, times the
premium rate, times the ingured acreage,
times your share at the time of planting, times
the applicable premium adjustment
percentage contained in the following table.

{Percent adjustments for favorable i Xp
Numbers of years i P through p yoar
o v | 2|3 |a|sfe ]| 7|8 |9 |[1w0]n|z]1n|a]lse
Loss ratio # through previous crop year Percentage adjustment factor for current crop year
.00 t0.20 100 95 95 90 90 85 80 75 70 70 85 65 60 60 55 50
.21 10 .40 100 100 S5 95 90 90 $0| 85 80 80 75 75 70 70 €5 60
41 to .60 100 100 95 95 95 95 95 90 90 80 85 85 80 80 75 70
-6110.80 100 100 95 95 95 95 95 95 80 20 90 80 85 85 85 80
“ .81t01.09 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100
{Percent adj for unf ble i p )|
Numbers of loss years through pravious year ¥
o [+ ] 2] sJalsTe[7]s o Jw][u][w]na]u] s
Loss ratio 2 through previous crop year Percentage adjustment factor for current crop year
1.10 10 1.19 100 100 100 102 104 106 108 110 12 114 116 118 120 122 124 120
1.20 to 1.39 100 100 100 104 108 12 116 120 124 128 132 133 140 144 148 162
1.40 to 1.69 100 100 100 108 116 124 132 140 148 156 164 172 180 188 196 204
1.70 to 1.89 100 100 100 112 122 132 142 152 162 172 182 192 202 212 222 202
2.00 to 2.49 100 100 100 116 128 140 152 164 176 188 200 212 224 236 248 260
2.50 to 3.24 , 100 100 100 120 134 148 162 176 180 204 218 232 248 260 274 268
3.25 to 3.99 100 100 105 124 140 156 172 188 204 220 236 252 268 284 300 300
4,00 t0 4.89 100 100 110 128 146 164 182 200 218 236 254 272 290 300 300 300
5.00 to 5.99 100 100 115 132 152 172 192 212 232 252 272 292 300 300 300 300
6.00 and up 100 100 120 136 158 180 202 224 246 268 280 300 300 300 300 300

! For premium adjustment purposes, only the years dunng which premums were earned shall be considered.

2 Loss Ratio means the ratio of indemnity(ies) paid to premwum(s) eamed.

2 Only the most recent 15 crop years shall be used to determine the number of “Loss Years™ (A crop year is dsterminad to be a “Loss Year™ when the amount of Indemnity for the yoar
exceeds the premium for the year.)
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b. Interest will accrue at the rate of one
and one-half percent (1%%) simple mterest
per calendar month, or any part thereof, on
any unpaid premum balance starting on the
first day of the month follovng the first
premium billing date.

¢. Any premium adjustment applicable to
the contract will be transferred to:

(1) The contract of your estate or surviving
spouse 1n case of your death;

{2) The contract of the person who
succeeds you if such person had previously
paricpated in the farming operation; or

{3) Your contract if you stop ferming in one
county and start farming 1n another county.

d. If participation 1s not continuous, any
premium will be computed on the basis of
previous unfavorable insurance experience
but no premium reduction under section 5a
will be applicable.

8. Deductions for debt.

Any unpaid amount due us may be
deducted from any mdemnity payable to you
or from any loan or payment due you under
any Act of Congress or program admimstered
by the United States Department of
Agniculture or its Agencies.

7. Insurance penod.

Insurance attaches when the soybeans are
planted and ends at the earliest of:

a. Total destruction of the soybeans;

b. Combining, threshing or removal from
the field;

c. Final adjustment of a loss; on

d. The date immediately following planting
as follows:

(1) Alabama, Arkansas, Florida, Georgia,
Lows:ana, Mississippi, North Carolina, South
Carolina, Texas and Virgima, December 20;

(2) All other states, December 10.

8. Notice of damage or loss.

a. In case of damage or probable loss:

(1) You must give us written notice ifs

{a) You want our consent to replant
soybeans damaged due to any 1nsured cause.
(To qualify for a replanting payment, the
acreage replanted must be at least the lesser
of 10 acres or 10 percent of the mnsured
acreage on the unit.);

(b) During the peniod before harvest, the
soybeans on any unit are damaged and you
decide not to further care for or barvest any
part of them;

{c] You want our consent to put the acreage
to amother use; or

(d) After consent to put acreage to another
use 18 given, additional damage oceurs.

Insured acreage may not be put to ancther
use until we have appraised the soybeans
and given written consent. We will not
consent to another use until it1s too late to
replant. You must notify us when such
acreage 15 replanted or put to another use.

{2) You must give us notice at least 15 days
before the beginning of harvest if you
anticipate a loss on any unit.

(3) If probable loss 18 later determined,
immediate notice must be given and a
representative sample of the unharvested
soybeans {at least 10 feet wide and the entire
length of the field) must be left intact fora
period of 15 days from the date of notice,
unless we give you written consent to harvest
the sample.

{4) In addition to the notices requred by
thus section, if you are going to claum an

indemnity on any unit, we must be given
ngtice not later than 30 days after the earlicst
of:
(2) Total destruction of the soybeans on the
unit;

(b) Harvest of the unit; or

(c) The calendar date for the end of the
msurance pericd.

b. You may not destroy or replant any of
the soybeans on which a replanting payment
wilt be claimed until we give concent.

c. You must obtain writtcn consent from us
before you destroy any of the soybeans
whzch are not to be harvested.

d. We may reject any claim for indemnity if
any of the requirements of this section or
section 9 are not complied with.

9. Claim for indemnity.

a. Any claim for indemnity on a unit must
be submitted to us on our form not later than
60 days after the earliest of:

(1) Total destruction of the coybeans on the

unit;

(2) Harvest of the unit; or

(3) The calendar date for tho end of the
insurance pericd.

b. We will not pay any indemnity unless

you:

(1) Establish the total production of
soybeans on the unit and that any loss of
production has been directly caused by one
or more of the mnsured causes during the
msurance period; and

(2) Furmsh all information wa require
concerning the loss.

c. The indemnity will be determined on
each unit by:

(1) Multiplying the insured acreage by the
production guarantee;

(2) Subtracting therefrom the total
production of soybeans to ba counted [see
section 9f);

{3) Multiplying the remainder by tho price
election; and

{4) Multiplying this result by your share.

d.If the informetion reported by you results
in a lower premium than the actual premium
determuned 1o be due, the indemnity will be
reduced proportionately.

e. The indemnity will be reduced by the
amount of any replanting payment.

f. The total production to be counted fora
unit will include all harvested and appraised
production.

{1) Mature soybean production:

[2) Which otherwise is not eligible for
quality adjustment and which grades No. 4 or
better will be reduced 12 percent for each 1
percentage point bf moistura in excess of 14.0
percent; or

(b) Which, due to Insurable causes, docs
not grade No. 4 or better in accordance with
the Official United States Grain Standards,
will be adjusted by:

(i) Divding the value per bushel of such
soybeans, by the price per bushel of U.S. No.
2 soybeans; an:

{ii) Multiplying the result by the number of
bushels of such soybeans.

The applicable price for No. 2 soybeans
will be the local market price on the earlier
of: the day the loss is adjusted or the day
such soybeans were sold.

{2) Appraised production to be counted will
mclude:

{2) Unharvested production on harvested
acreage and potential production lost due to

unnsured causes and failure to follow
recogmzed good soybean farmung practizes;

(b) Not less than the goarantee for any
acreage which 15 abandoned or pat to ansther
use without our prnior written consent or
damaged eolely by an umnsured cause;

(c) Any appraised production on
unharvested acreage.

(3) Any appraisal we have made on insured
acreage for which we have given vaitlen
consent to be put to another use will be
connidered production unless such acreage:

() Is not pat to ansther use before harvest
of soybzans becomes general in the county:

(b) Is harvested; or

{c) Is further damaged by an mnsured cause
before the acreage 13 put to another use.

{4) \We may dztermune the amount of
production of any unharvested eoybeans on
th= basis of field appraisals conducted after
the end of the insurance pertod.

{5) When you have elected to exclude hail
and fite as insured causas of loss and the
soybeans are damaged by hail or fire,
apprasals will be made 1n accordance with
Form FC1-78, “Request to Exclude Hail and
Firell

{6) The commungled production of units will
be allocated to such units in proportion to oot
liobility on the harvested acreage of each
unit.

g A replanting payment may be made on
any insured soybeans replanted after vie
have given consent and the acreage replanted
is at least the lesser of 10 acres or 10 percent
of the insured acreage for the unit.

(1) No replanting payment will be made o
acreaga:

{c) On which our appraisal exceeds 3
percent of the guarantee;

{b) Initinlly planted pnor to the date we
determine reasonable; or

(c) On which a replanting payment has
been made dunng the current crop year.

(2) The replanting payment per acre will ba
your actual cost per acre for replanting, but
v:ill not exceed 3 bushels multiplied by the
price election the product of which is
multiplied by your share.

1f the information reported by you results
in a lower premium than the actual premum
determined to be due, the replanting payment
will bareduced proportionately.

(3) Any replanting payment will be
considercd as an indemnity.

h. You must not abandon any acreage to us.

f. You may not bnng suit or action against
us unless you have complied with all palicy
provisions. If a claim 1s demed, you may sze
us 1n the United States Distnct Court under
the provisions of 7 U.S.C. 1503{c). You must
bring suit within 12 months of the date notice
of denial is mailed to and recewved by you.

§. We will pay the loss within 30 days after
werecach agreement with you arentry of a
finol judzment. In no instance shall we be
liable for interest or damages i connegtion
with any claim for indemnity, whether we
approve or disapprove such claim.

k. If you die, disappear, or are yudicrally
declared mncompatent, or if you are &n entity
other than an individual and such entity1s
dissolved after the soybeans are planted for
any crop year, any indemnity will be paid to
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the person(s) we determine to be beneficially
entitled thereto.

1. If you have other fire insurance, fire
damage occurs during the insurance period,
and you have not elected to exclude fire
insurance from this policy, we will be liable
for loss due to fire only for the smaller of:

(1) The amount of indemnity determmned
pursuant to this contract without regard to
any other insurance; or

(2) The amount by which the loss from fire
exceeds the indemnity paid or payable under
such other 1nsurance. For the purposes of this
section, the amount of loss from fire will be
the difference between the fair market value
of the production on the unit before the fire
and after the fire.

10. Concealment or fraud.

We may void the contract on all crops
mnsured without affecting your liability for
premiums or waiving any right, including the
right to collect any amount due us if, at any
time, you have concealed or misrepresented
any maternal fact or committed any fraud

-relating to the contract, and such voidance
will be effective as-of the beginning of the
crop year with respect to which such act or
omission occurred.

11. Transfer of nght to indemnity on
insured share.

If you transfer any part of your share
during the crop year, you may transfer your
right to an indemnity. The transfer must be on
our form and approved by us. We may collect
the premuum from either you or your
transferee or both. The transferee will have
all rights and responsibilities under the
contract.

12, Assignment of indemnity.

You may assign to another party your nght
to an indemnity for the crop year, only on our
form and with our approval. The assignee
will have the nght to submit the loss notices
and forms required by the contract.

13. Subrogation. {Recovery of loss from a
third party.)

Because you may be able to recover all or a
part of your loss from someone other than us,
you must do all you can to preserve any such
nights. If we pay you for your loss then your
night of recovery will at our option belong to
us. If we recover more than we paid you plus
our expenses, the excess will be paid to you.

14. Records and access to farm.

You must keep, for two years after the time
of loss, records of the harvesting, storage,
shipment, sale or other disposition of all
soybeans produced on each unit including
separate records showing the same
information for production from any
uninsured acreage. Any person designated by
us will have access to such records and the
farm for purposes related to the contract.

15. Life of contract: Cancellation and
termmnation.

a. This contract will be 1n effect for the
crop year specified on the application and
may not be canceled for such crop year.
Thereafter, the contract will conlinue 1n force
for each succeeding crop year unless
canceled or terminated as provided 1n this
section.

b. This contract may be canceled by either
you or us for any succeeding crop year by
giving written notice on or before the
cancellation date preceding such crop year.

v\ Reeves, Loving, Winkler, Ector, Upton,

c. This contract will terminate as to any
crop year if any amount due us on this or any
other contract with you 1s not paid on or
before the termination date preceding such
crop year for the contract on which the
amount 18 due. The date of payment of the
amount due:

(1) if deducted from'an indemnity will be
the date you sign the claim; or

(2) if deducted from payment under another
program admirustered by United States
Department of Agriculture will be the date
such payment was approved.

d. The cancellation and termination dates
are:

Cancesllation and
termination

Stats and county o
tas

Jackson, Victona, Gollad, Bes, Live Oak,
McMullen, La Salle, and Dimmit Coun-
ties, Texas and a!l Texas counties lying
south thereof.

Alabama; Anzona; Arkansas; California;
Florida; Georgia; Lowsana; Mississippy
Nevada; North Carolina; South Carolina
and El Paso, Hudspsth, Culbsrson,

Feb. 15.

Mar. 31,

Reagan, Sterfing, Coke, Concho,
McCulloch, San Saba, Mills, Hamilton,
Bosqus, Johnson, Tamant, Wise, Cooke
Counties, Texas and all Texas counties
lying south and east thereof to and
including Mavenck, Zavala, Frio, Atas-
cosa, Kames, Gonzales, Lavaca, Whar-
ton and Matagorda Countiss, Texas.

All other Texas counties and all other | Apr. 15.
states.

e. If you die or are judicially declared
mcompetent, or if you are an entity other
than an individual and such entity 1s
dissolved, the contract will terminate as of
the date of death, judicial declaration, or
dissolution. However, if such event occurs
after msurance attaches for any crop year,
the contract will continue 1n force through the
crop year and terminate at the end thereof.
Death of a partner m a partnershup will
dissolve the partnership unless the
partnership agreement provides otherwise. If
two or more persons having a joint interest
are insured jomntly, death of one of the
persons will dissolve the joint entity.

f. The contract will termmate if no premium
18 earned for five consecutive years.

16. Contract changes.

‘We may change any terms and provisions
of the contract from year to year. If your price
election at which indemnities are computed
18 1o longer offered, the actuarial table will
provide the price election which you are
deemed to have elected. All contract changes
will be available at your service office by
December 31, preceding the cancellation date
for counties with an April 15 cancellation
.date and by November 30 preceding the
cancellation date for all other counties.
Acceptance of any changes will be

~conclusively presumed 1n the abgence of any
notice from you to cancel the contract.

17. Meaning of terms.

For the purposes of soybean crop
nsurance:

a. “Actuaral table” means the forms and
related matenal for the crop year approved
by us which are available for public
mspection 1n your service office, and which
show the production guarantees, coverage

levels, premum rates, prices for computing
indemnities, practices, insurable and
ununsurable acreage, and related information
regarding soybean insurance in the county.

.b. “County” means the county shown on
the application and any additional land
located in a local producing area bordoring
on the county, as shown by the actuarial
table.

c. “Crop year” means the period within
which the soybeans are normally grown and
will be designated by the calendar year in
which the soybeans are normally harvested,

“ d, "Harvest” means the completion of
combining or threshing of soybeans on the
unit,

e. “Insurable acreage” means the land
classified as insurable by us and shown as
such by the actuanal table.

f. “Insured"” means the person who
submitted the application accepted by us.

g. “Person” means an individual,
partnership, association, corporation, estate,
trust, or other business enterprise or logal
entity, and wherever applicable, a State, a
political subdivision of a State, or any agoncy
thereof,

h. “Replanting” means performing the-
cultural practices necessary to replant
insured acreage to soybeans.

1. “Service office” means the office

~ servicing your contract as shown on the
application for mnsurance or such othor
approved office as may be selected by you or
designated by us. .

j. “Tenant” means a person who rents land
from another person for a share of the
soybeans or a share of the proceeds
therefrom,

k. “Unit” means all insurable acreage of
soybeans in the county on the date of
planting for the crop year:

(1) In whuch you have a 100 percent share;
or

(2) Whuch is owned by one entity and
operated by another entity on a share basis.

Land rented for cash, a fixed commeodity
payment, or any consideration other than a
share in the soybeans on such land will be
considered as owned by the lessee, Land
which would otherwise be one unit may be
divided according to applicable guidelines on
file m your service office or by written
agreement with us, We will determine units
as herem defined when the acreage is
reported. Errors in reporting units may be
corrected by us to conform to applicable
guidelines when adjusting a loss. We may
consider any acreage and share thereof
reported by or for your spouse or child or any
member of your household to be your bona
fide share or the bona fide share of any other
person having an interest therein,

18. Descriptive headings.

The descnptive headings of the various
policy terms and conditions are formulated
for convenience only and are not intended to
affect the construction or meaning of any of
the provisions of the contract.

19. Determinations.

All determinations required by the policy
will be made by us. If you disagree with our
determinations, you may obtain
reconsideration of or appeal those
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determinations 1n accordance with Appeal
Regulations.

20. Notices.

All notices required to be given by you
must be 1n writing and received by your
service office within the designated time
unless otherwise provided by the notice
requirement. Notices required to be given
immediately may be by telephone orin
person and confirmed in writing. Time of the
notice will be determined by the time of our
receipt of the written notice.

Done in Washington, D.C., on May 7, 1984.
Peter F. Cole,

Secretary, Federal Crop Insurance
Corporation.

Dated: June 19, 1984,
Approved by:
Edward Hews, ¢
Acting Manager.
{FR Doc. £4-17020 Filed 8-28-8%; 8:45 am]
BILLING CODE 3410-08-8

7 CFR Part 435
[No. 1096S; Amendment No. 3]

Tobacco (Quota Plan) Crop Insurance
Regulations

AGENCY: Federal Crop Insurance
Corporation, USDA.

ACTION: Final rule.

SUMMARY: The Federal Crop Insurance
Corporation {FCIC) hereby amends the
Tobacco (Quota Plan) Crop Insurance
Regulations {7 CFR Part 435), effective
for the 1984 and succeeding crop years:
by (1) Changing the policy to make it
easier to read; (2) elimnating reference
to tobacco types 14 and 13 regarding
support price establishment, stalk
mspection requirements, etc.; (3) adding
volcanic eruption as an insured cause of
loss; (4) adding a provision regarding
msurability of irngated acreage where
no wrrigated practice 1s established on
the actuanal table; (5) adding a
provision permitting the determination
of indemnities based on the acreage
report rather than at time of loss
adjustment; (6) providing for a coverage
level when the mnsured does not select
one; (7) providing procedures for
reporting a probable loss; (8) adding a
60-day claim for indemnity provision; (9)
adding a hail/fire provision for
appraisals of umnsured causes; (10}
adding a section regarding appraisals
following the end of the insurance
period for unharvested acreage; (11)
changing the cancellation/termination
dates to conform to farming practices;
(12) providing that any change in the
policy will be available in the service
office by a certain date; (13) adding a
definition for “service office!” (14)

providing for a unit determination when
the acreage report 1s filed; (15) adding
sections concerming “descriptive
headings” “determinations" and
“notices;” and (16) redesignating
Appendix B to Part 435 as Appendix A.
- In addition, FCIC 1ssues a new
subsection 1n the tobacco (Quota Plan)
crop wsurance regulations to contain
the control numbers assigned by the
Office of Management and Budget
(OMB]) to information collection
requirements of these regulations. The
mtended effect of this rule 15 to updaté
the policy for insuring tobacco (Quota
Plan} in accordance with Departmental
Regulation 1512-1, requiring a review of
the regulations as to need, currency,
clarity, and effectiveness, and to comply
with OMB regulations requiring
publication of OMB control numbers
assigned to information collection
requirements in these regulations.

EFFECTIVE DATE: July 27, 1984.

FOR FURTHER INFORMATION CONTACT:
Peter F. Cole, Secretary, Federal Crop
Insurance Corporation, U.S. Department
of Agriculture, Washington, D.C. 20250,
telephone (202) 447-3325.

SUPPLEMENTARY INFORMATION: This
action has been reviewed under USDA
procedures established in Departmental
Regulation 1512-1 (December 15, 1983).
This action constitutes a review under
such procedures as to the need,
currency, clarity, and effectiveness of
these regulations. The sunset review
date established for these regulations 1s
April 1, 1988, o

Merritt W. Sprague, Manager, FCIC,
has determined that thig action (1) 1s not
a major rule as defined by Executive
Order No. 12291 (February 17, 1981},
because it will not have an annual effect
on the economy of $100 million or more,
and (2} will not increase the Federal
paperwork burden for individuals, small
businesses, and other persons.

The title and number of the Federal
Assistance Program to which these
regulations apply are: Title—Crop
Insurance; Number 10.450.

As set forth in the notice related to 7
CFR Part 3015, Subpart V (48 FR 29116,
June 24, 1983), the Federal Crop
Insurance Corporation's program and
activities, are excluded from the
provisions of Executive Order No. 12372
requiring intergovernmental
consultation with State and local
officials.

Thus action 15 exempt from the
provisions of the Regulatory Flexibility
Act; therefore, no Regulatory Impact
Statement was prepared.

On Thursday, November 17, 1983,
FCIC published a notice of proposed

rulemaking to amend the Tobacco
{Quota Plan) Crop Insurance regulations
(7 CFR Part 435) as outlined 1n the
summary to this document. The public
was given 60 days 1n which to submit
writlen comments, data, and opintons on
the proposed rule, but none were
received. Therefore, the proposed rule
with minor style changes 1s hereby
adopted as a final rule, effective for the
1984 and succeeding crop years.

List of Subjects in 7 CFR Part 435

Crop nsurance, Tobacco (Quota
Plan).

Final Rule

PART 435—[AMENDED]

Accordingly, pursuant to the authority
contamned 1n the Federal Crop Insurance
Act, as amended (7 U.S.C. 1501 ef seg.).
the Federal Crop Insurance Corporation
hereby amends the Tobacco (Quota
Plan) Crop Insurance Regulations,
effective for the 1934 and succeeding
crop years, 1n the following instances:

1. The Authority citation for 7 CFR
Part 4351s:

Authority: Secs. 508, 516, Pub. L. 75430, 52
Stat. 73, 77 as amended (7 U.S.C. 1506, 1516).

2.7 CFR 435.315 added toread as
follows:

§435.3 OMB control numbers.

The information collection
requirements contamed in these
regulations (7 CFR Part 435) have been
approved by the Office of Management
and Budget (OMB) under the provisions
of 44 U.S.C. Chapter 35 and have been
assigned OMB Nos. 0563-0003 and 0363~
0407

3.7 CFR 435.7(d} 1s revised to read as
set forth below:

§435.7 The application and policy.

. * » » *

{d) The application for the 1984 and
succeeding crop years 1s found at
Subpart D of Part 4060—General
Admnistrative Regulations (7 CFR
400.37, 400.38; first published at 48 FR
1023, January 10, 19383} and may be
amended from time to time for
subsequent crop years. The provisions
of the Tobacco (Quota Plan) Insurance
Policy for the 1984 and succeeding crop
years, are as follows:

Department of Agnculture
Federal Crop Insurance Corporation
Quota Plan of Tobacco Crop Insurance

Policy B
(This 1s a continuous contract. Refer to
Section 15.)

AGREEMENT TO INSURE: We vvill
provide the insurance described in this policy
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1n return for the premum and your
compliance with all applicable provisions.

Throughout this policy, “you” and “your”
refer to the insured shown on the accepted
Application and “we,” “us” and “our” refer to
the Federal Crop Insurance Corporation.

Terms and Conditions

1. Causes of loss.

a. The insurance provided 18 agamst
unavotdable loss of production resulting from
the following causes occurnng within the
msurance period:

(1) Adverse weather conditions;

(2) Fire;

(3) Insects;

(4) Plant disease;

(5) Wildlife;

(8) Earthquake;

(7) Volcanic eruption; or

(8) Failure of the water supply from an
unavoidable cause occurning after the
beginning of planting,
unless those causes are excepted, excluded,
or limited by the actuanial table or section
9d(8).

b. We do not msure agamst any loss of
production due to:

(1} The neglect, mismanagement, or wrong
doing of you, any member of your household,
your tenants or employees;

(2) The failure to follow recognized good
tobacco farming practices;

(3) Damage resulting from the
impoundment of water by any Governmental,
public or private dam or reservorr project; or

(4) Any cause not specified i section 1a as
an insured loss,

2. Crop, acreage, insured poundage quota,
and share insured.

a. The crop insured will be tobacco of the
type shown as nsurable by the actuarial
table, which 1s grown on insured acreage, and
for which a premium rate 1s provided by the
actuarial table,

b. The acreage msured for each crop year
will be an insurable type of tobacco planted
on insurable acreage and mn which you have a
share, as reported by you or as determmned
by us, whichever we elect.

¢. The insured share will be your share as
landlord, owner-operator, or tenant 1n the
insured tobacco at the time of planting.

d. We do not mnsure any acreage:

(1) Where the farming practices carred out
are not in accordance with the farming
practices for which the premium rates have
been established;

(2) On which the tobacco was destroyed
for the purpose of conforming with any.other
program admimstered by the United States
Department of Agriculture;

(3) Which is destroyed, it 18 practical to
replant to tobacco, and such acreage 1s pot
replanted;

{4) Initially planted after the final planting
date contamed 1n the actuanal table, unless
Yyou agree to coverage reduction on our form;

(5) Planted to tobacco of a discount varety
under provisions of the tobacco price support
program;

(6) Planted to a type or varnety of tobacco
not established as adapted to the area or
excluded by the actuanal table;

(7) Designated as uninsurable by the
actuanal table; or

(8) Planted for experimental purposes.

e. The insured poundage quota for each
crop year.will be the effective poundage
marketing quota applicable to the unit as
provided under ASCS Tobacco Marketing
Quota Regulations for the crop year plus any
additional poundage you intend to produce
on the.unit that crop year, as reported by you
or as determuned by us, whichever we will
elect. However:

(1) The mnsured poundage quota will not
mclude any amount which would be subject
to a marketing quota penalty under ASCS
Tobacco Marketing Quota Regulations;

(2) The poundage marketing quota may be
reduced for any carryover tobacco to be
marketed under the poundage quota
applicable to the unit when such poundage
reduction 18 clearly specified by you i filing
the acreage and quota report;

(3) The nsured poundage quota will never
exceed the pounds obtained by multiplying
the mnsured acres by the applicable farm yield
per acre; and .

(4) Unless otherwise provided by the
actuarnal table, for any crop year 1n which
tobacco poundage marketing quota
regulations are not 1n effect, the insured
poundage quota will be the pounds obtained
by multiplying the applicable farm yreld per
acre times the lower of the reported or
msured acreage on the unit.

f. Where insurance 1s provided for an
ngated practice: o

{1) You will report as irngated only the
acreage for which you have adequate
facilities and water to carry out a good
tobacco irmigation practice at the time of
planting; and

(2) Any loss of production caused by
failure to carry out a good tobacco irmgation
practice, except failure of the water supply
from an unavoidable cause occurnng after
the beginming of planting, will be considered
as due to an uninsured cause. The failure or
breakdown of irngation equipment or
facilities will not be considered as a failure of
the water supply from an unavoidable cause.

Insurance will not attach on an irrigated
basis to acreage otherwise msurable on such
basis unless it 1s reported and designated as
rngated at the time the acreage 18 reported.

8 We may limit the insured acreage to any
acreage limitation established under any Act

of Congress, if we advise you of the limit
prior to planting.

3. Report of acreage, share, and poundage
quota.

You must report on our form:

a. All the acreage of insurable types of
tobacco in the county in which you have a
share;

b. Your share at the time of planting; and

c. The effective poundage marketing quota
applicable to the unit as provided under
ASCS Tobacco Marketing Quota Regulations
plus any additional poundage you intend to
produce on the unit in that crop year. Such
poundage marketing quota may be reduced
for any carryover tobacco to be marketed
under the poundage quota applicable to the
unit provided such poundage reduction is
clearly specified in filing the acreage and
quota report. The quota so reported will not
be subject to change by you.

You must designate separately any acreago
that 1s not insurable. You must report if you
do not have a share in any tobacco planted in
the county. This report must be submitted
annually on or before the reporting date
established by the actuarial table. All
mdemnities may be determined on the basis
of information you have submitted on this
report. If you do not submit this report by the
reporting date, we may elect to determine by
unit the insured acreage, share, and practica
or we may deny liability on any unit, Any
report submitted by you may be revised only
upon our approval,

4. Amounts of insurance and coverage
levels.

a. The coverage levels are contained in tho
actuanal table,

b. The amount of insurance for a unit will
be the dollar amount determined by
multiplying the msured poundage quota for
the unit by the percentage guarantee for the
applicable coverage level established by the
actuanal table and multiplying this product
by the current year’s support price for type 31
tobacco (rounded to the nearest cent) less six
cents per pound for warehouse charges.

c. Coverage level 2 will apply if you do not
elect a coverage level. -

d. You may change the coverage level on or
before the closing date for submitting
applications for the crop year as established
by the actuarial table.

5. Annual premium.

a. The annual premium is earned and
payable at the time of planting. The amount
is computed by multiplying the amount of
msurance for the unit times the prem{um rate,
times your share at the time of planting, timos
the applicable premium adjustment
percentage contained in the following table,
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PREMIUM ADJUSTMENT TABLE !
{Percent adiustments for favoralle contnucys Insuranto expenantol
Numbers of yoars contnucus experionze threush pravous year
o | 1|2 |aslals|es]z|e]s|w]ujz]n]}]lS
Loss ratio * through pravious cxop year Percontaz adjstment fastor fo Curtent €2 your
.00 to .20 100 85 85 80 N 85 8 s 70 70 83 €5 4 €0 &5 £
21 t0 .40 100 100 85 95 o] b=} -2 85 .a] -] 75 5 70 70 €S €0
41 1o 60. 100 100 95 85 95 85 75 9 -] 9 85 85 82 80 75 70
6110 80 100} wo| 85| ses| 95] es| ses| ses| o | ) e} 8sf esp &5 €0
8110 1.09 100] t00| 10| 10| 100} 19| 10| 0| 19| 19| 19] 1w0] 100} 100§ 10O 100
fPercent adiustments for un', e i 8 8XporAnse)
Numbers of ixss years theoush previcus year?
o [ 1] z2]3 ]« s ]oe]7]s]oew]|njefjnalulss
Loss ratio * through previous crop year Percenaze adjusimant fastar fac curmeat crop year

1.10t0 1.19 100 100 100 102 104 105 13 110 1121 114 18 118 120 122} 124 126
1.20t0 139 100 100 100 104 108 12 118 129 124 128 132 1361 149 144 143 152
140 t0 1.69 100} 100] 100] 108 16| 124] 132| 1] e8| s} 184} 72| 18O} 183} 1% 204
1.70 t0 1.99 100 100 100 132 12 13 142 182 162| 172 182 192 202§ 212} 222 232
20010 249 100 100 100 118 128 140 152 164 178 188 200 212] 224) 26 248 €0
250 t0 3.24 100 100 100 120 134 148 162 176 1] 24 21B) 22| 248 2€0| 274 228
32510399 100 160 105 124 140 158 172 €3] 04 20} 6] 252 28| 284 30 3C0
40010 4.93 100 100 110 128 148 164 182 291 218 o8| 254] 2r2| 230 O} 300 3%0
5.00 to 598 100 100 151 132 152 172 1092 212 262 252| 272 252 a0 3Of 3O 30
*6.00 and up 100 100 120 138 158 180] 202 o4 248) 268 20| 3o} sy sl so o

1 For premum adjustment purposes, only the years d:

which premeums wers samed shal be consdered.

unng
2 oss Ratio means the ratio of indemnityfies) pa’d to premum(s) eamod.

3 Only the most recent 15 crop years shall be used to determune

exceeds the premuum for the year.)

b. Interest will accrue at the rate of one
and one-half percent (1¥2%) simple interest
per calendar month, or any part therof, on
any unpaid premum balance starting on the
first day of the month following the first
premium billing date.

c. Any premium adjiustment applicable to
the contract will be transferred to:

(1) The contract of your estate or surviving
spouse 1n case of your death;

(2) The contract of the person who
succeeds you if such person had previously
participated 1n the farming operation; or

(3) Your contract if you stop farming in one
county and start farming 1n another county.

d. If participation 1s not continuous, any
premium will be computed on the basis of
previous unfavorable insurance experience
but no premium reduction under section 5a
will be applicable.

6. Deductions for debt.

Any unpaid amount due us may be
deducted from any indemnity payable to you
or from any loan or payment due you under
any Act of Congress or program admnistered
by the United States Department of
Agriculture or its Agencies.

7. Insurance period.

Insurance attaches when the tobacco 1s
planted and ends at the earliest of:

a. Total destruction of the tobacco;

b. Weighing-in at the tobacco warehouse;

c. Removal of the tobacco from the unit
(except for curing, grading, packing or
immediate delivery to the tobacco
warehouse);

d. Final adjustment of a loss: or

e. February 28, immediately following the
normal harvest pertod.

8. Notice of damage or loss.

a. In case of damage or probable loss:

{1) You must give us wrilten notice if:

{a) During the period before harvest, the
tobacco on any unit 18 damaged and you
decide not to further care for or harvest any
partof it;

(b) You want our consent to put the
acreage to another use; or

(c) After consent to put acreage to another
use 18 given, additional damage occurs.

Insured acreage may be put to another use
until we have appraised the tobacco and
given wrilten consent. We will not consent to
another use until it 15 too late to replant. You
must notify us when such acreage is put to
another use.

{2) You must give us notice at least 15 days
before the beginning of harvest if you
anticipate a loss on any unit.

(3) If probable loss is later determined,
immediate notice will be given. Where
harvest of the unit is to be completed within 7
days of the date notice of probable loss is
gwen, a representalive sample of the tobacco
(at least 10 feet wide and the entire length of
the field) must be left intact for a period of 15
days from the date of notice, unless we give
you written consent to harvest the sample.

(4) Notice must be given immediately if any
tabacco is destroyed or damaged by fire
dunng the insurance pericd.

(5) Where tobacco is not to be sold through
auction warehouses and an indemnity is to
be claimed, notice must be given to allow us

the number of “Loss Years™ (Aq-opyeubde:ammdbbol'tm\'w’mn&ammd&.domlfumem

sufficient time to inspect the cured tobacco
ptior to its sale or other disposition.

(6) In addition to the notices requred by
this section, if you are going to claim an
indemnity on any unit, we must be given
notice not later than 30 days after the earliest
of:

(a) Total destruction of the tobacco on the
unit:

(b) The date marketing or other disposal of
the insured tobacco on the unit 13 completed;

or

{c) The calendar date for the end of the
insurance penicd.

b. You must obtamn wrilten consent from us
before you destroy any of the tobacco which
is not to be harvested.

¢. We may reject any claim for indemnity if
any of the requirements of this section or
section 8 are not complied with.

9. Claim for indemnity.

a. Any claim for indemnity on a unit must
be submitted to us on our foim not later than
60 days after the earliest of:

{1) Total destruction of the tobacco on the
unit;

(2) The date marketing or other disposal of
the insured tobacco on the unit 13 completed:

or

(3) The calendar date for the end of the
insurance pentod.

b. We will not pay any indemnity unless

you:

(1) Establish the total production of
tobacco on the unit and that any loss of
production has been directly caused by one
or more of the insured causes dunng the
insurance peniod; and
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(2) furmsh all information we require
concerning the loss.

¢. The indemnity will be determined on
each unit by:

(1) Subtracting from the amount of
nsurance for the unit, the value of the total
production of tobacco to be counted (see
section 9d); and

(2) Multiplying the remainder by your
share,

d. The value of the total production to be
counted for a unit will include the value of all
harvested and appraised production:

(1) Production to count will include:

(a) The gross returns (less six cents per
pound for warchouse charges) from tobacco
sold on the warehouse floor;

(b) The fair market value of the tobacco
sold other than on the warehouse floor:

(c) The fair market value of the tobacco
harvested-and not sold;

(d) The fair market value of any
unharvested tobacco as if such tobacco were
harvested and cured; and

{e) The appraised value of lost production
caused by poor farmung practices or
uninsured causes of loss using the current
year's support price per pound (less six cents
per pound for warehouse charges). However,
if a price support program 1s not n effect,
such appraised production will be valued at
the market price for the current crop year.

(2) To enable us to determine the fair
market value of tobacco not sold through
auction warehouses, we will be given the
opportunity to inspect such tobacco before it
is sold, contracted to be sold, or otherwise
disposed of and, if the best offer you receive
for any such tobacco 1s considered by us to,
be inadequate, to obtain additional offers on
your behalf.,

{3) The value of appraised production to be
counted will mclude:

(a) The value of unharvested production on
harvested acreage and potential production
lost due to uninsured causes and failure to
follow recognized good tobacco farming
pracuces;

(b) Not less than the average amount of
insurance per insured acre in the unit for any
acreage which 1s abandoned or put to another
use without our prior written consent or
damaged solely by an uninsured cause;

(c) Not less than 35 percent of the average
amount of insurance per insured acre 1n the
unit tor all other unharvested acreage.

\4) Any appraisal we have made on mnsured
acreage for which we have given written
consent to be put to another use will be
considered production unless such acreage:

(a) Is not put to another use before harvest
of tobacco becomes general 1n the county;

{b) Is harvested; or

(c) Is further damaged by an insured cause
before the acreage 1s put to another use.

(5) We may determine the amount of
production of any unharvested tobacco on
the basis of field appraisals conducted after
the end of the normal harvest period.

(6) When you have elected to exclude hail
and fire as insured causes of loss and the
tobacco 18 damaged by hail or fire, appraisals
for uninsured causes shall be made in
accordance with Form FCI-78, "Request to
Exclude Hail and Fire"”

(7) The commingled production of units will
be allocated to such units in proportion to our

liability on the harvested acreage of each
unit.

e. You must not abandon any acreage to us.

f. You may not bring suit or action against
us unless you have complied with all policy
provisions. If a claim 1s denied, you may sue
us 1n the United States District Court under
the provisions of 7 U.S.C. 1508(c). You must
bring suit within 12 months of the date notice
of demial 1s mailed to and received by you.

g. We will pay the loss within 30 days after
we reach agreement with you or entry of a
final judgment. In no instance will we be
liable for interest or damages i connection
with any claim for mdemnity, whether we
approve or disapprove such claim.

h. If you die, disappear, or are judicially
declared incompetent, or if you are an entity
other than an individual and such entity 1s
dissolved after the tobacco 1s planted for any
crop year, any mdemnity will be paid to the
person(s) we determune to be beneficially
entitled thereto.

1. If you have other fire insurance, fire
damage occurs dunng the insurance period,
and you have not elected to exclude fire
msurance from this policy, we will be liable
for loss due to fire only for the smaller of:

(1) The amount of indemnity determined
pursuant to this contract without regard to
any other insurance; or

(2) The amount by which the loss from fire
exceeds the indemnity paid or payable under

-such other msurance. For the purposes of this

section the amount of loss from fire will be
the difference between the fair market value
of the production on the unit before the fire
and after the fire.

10. Concealment or fraud.

‘We may vod the contract on all crops
msured without affecting your lability for
premiums or waiving any right, including the
night to collect any amount due us if, at any
time, you have concealed or misrepresented
any matenal fact or committed any fraud
relating to the contract, and such voidance
will be effective as of the beginning of the
crop year with respect to which such act or
omission occurred.

11. Transfer of rght to indemnify on
msured share.

If you transfer any part of your share
during the crop year, you may transfer your
night to an mndemnity. The transfer must be on
our form and approved by us. We may collect
the premium from either you or your
transferee or both. The transferee will have
all nghts and responsibilities under the
contract.

12. Assignment of indemnity.

You may assign to another party your nght
to an indemnity for the crop year, only on our
form and with our approval. The assignee -
shall have the night to submit the loss notices
and forms required by the contract.

13, Subrogation. (Recovery of loss from a
third party.)

Because you may be able to recover all or a
part of your loss from someone other than us,
you must do all you can to preserve any such
nghts. If we pay you for your loss then your
right of recovery will at our option belong to
us. If we recover more than we paid you plus
our expenses, the excess will be paid to you.

14. Records and access to farm.

You will keep, for two years after the time
of loss, records of the harvesting, storage,

shipment, sale or other disposition of all
tobacco produced on each unit including
separate records showing the same
information for production from any
umnsured acreage. Any person designated by
us will have access to such records and the
farm for purposes related to the contract.

15. Life of Contract: Cancellation and
termination.

a. This contract will be in effect for the
crop year specified on the application and
may not be canceled for such crop year.,
Thereafter, the contract will continue in force
for each succeeding crop year unless
canceled or terminated as provided in this
section.

b. This contract may be canceled by either
you or us for any succeeding crop year by
giving written notice on or before the
cancellation date preceding such crop year.

c. This contract will terminate as to any
crop year if any amount due us on this or any
other contract with you 1s not paid on or
before the termination date preceding such
crop year for the contract on which the
amount 1s due. The date of payment of the
amount due:

(1) If deducted from an indemnity will be
the date you sign the claim; or '

(2) If deducted from payment under another
program admimistered by the United States
Department of Agniculture will be the date
such payment was approved.

d. The cancellation and termination dates
are April 15 for all states.

e. If you die or are judicially incompetent,
or if you are an entity other than an
individual and such entity is dissolved, the
contract will terminate as of the date of
death, judicial declaration, or dissolution.
However, if such event occurs after insurance
attaches for any crop year, the contract will
continue 1n force through the crop year and
terminate at the end thereof. Death of a
partner 1n a partnership will dissolve the
partnership unless the partnership agreement
provides otherwise. If two or more persons
having a joint interest are insured jointly,
death of one of the persons will dissolve the
joint entity.

f. The contract will terminate if no prem{um
18 earned for five consecutive years.

16. Contract changes.

‘We may change any terms and provisions
of the contract from year to year. All contract
changes will be available at your service
office by December 31 preceding the
cancellation date. Acceptance of any changes
will be conclusively presumed in the absence
of any notice frdm you to cancel the contract.

17. Meaning of terms.

For the purposes of quota tobacco crop
insurance:

a. “Actuaral table' means the forms and
related matenal for the crop year approved
by us which are available for public
nspection 1n your service office, and which
show the coverage levels, premium rates,
practices, msurable and uninsurable acreage,
and related information regarding tobacco
msurance 1n the county.

b. “ASCS" means the Agricultural
Stabilization and Conservation Service of the
United States Department of Agriculture.
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c. “Carzyover tobacco™ means any tobacco
on hand from the previous year's production.
d. “County” means the county shown on

the application and any additional land
located in a-local producing area bordering
on the county, as shown by the actuanal
table.

e. “Crop year" means the period within
which the tobacco 1s normally grovn and will
be designated by the calendar year in which
the tobacgo 1s normally harvested.

£ “Effective farm marketing quota™ means
the farm marketing quota as established and
recorded by .ASCS.

g. “Farm yield” means the yield per acre
used by ASCS 1n establishing the basic farm
marketing poundage quota for the tobacco
farm, unless we have established a yield for
the farm by the actuanal table.

h. “Harvest” means:

(1) The completion of cutting of tobacco on
any acreage; and

(2) From which acreage at least 20 percent
of the amount of tobacco 1n-pounds per acre
{obtamned by multiplying the applicable
msured poundage quota for the unit by the
applicable percentage of guarantee shown 1n
the actuarial table for such acreage and
dividing this result by the insured acreage in
the unit) 1s cut.

1. “Insurable acreage™ means that acreage
planted to an msurable type of tobacco
excluding any acreage designated as
nomnsurable by the actuarial table.

). “Insured” means the person who
submitted the application accepted by us.

k. “Market Price” for a crop year means the
average auction price for the applicable type
{less six cents per pound for warehouse
charges) in the belt or area. The market price
will be filed with the actuanal table.

L “Person” means an mndividual,
partnership, association, corporation, estate,
trust, or other business enterprise or legal
entity, and wherever applicable, a State, a
political subdivision of a State, or any agency
thereof.

m. “Planting” means transplanting the
tobacco plant from the bed to the field.

n. “Rounded” means rounding up for %
and above and rounding down for less than
Y.

0. “Service office” means the office
servicing your contract as shown on the
application for msurance or such other

approved office as may be selected by you or
designated by us. .

. “Support price per pound” means the
average price support level per pound for the
msured type of tobacco as announced by the
United States Department.of Agriculture
under the tobacco price support program. For
any crop year mn which a price support for the
msured type 1s not mn effect, the market price
for that crop year will be used m lieu thereof.

q. “Tenant” means a person who rents land
from another person for a share of the
tobacco or a share of the proceeds therefrom.

r. “Unit" means all insurable acreage 1n the
county of an insurable type of tobacco
planted on a farm or farms for which a single
poundage marketing quota for the insurable
type of tobacco 18 established on the date of
planting for the crop year: ¢

(1) In which you have a 100 percent share;
or

(2} Which 1s cwwned by one entity and
operated by another entity on a ghare basis.

If a tobacco price support prozram1s not in
effect for the insurable type of tobacco for
any crop year, the words “planted on a farm
or farms for vhich a single poundage quota
for the 1nsurable type of tobacco is
establiched" shall be disregarded. Land
rented for cash, a fixed commodity payment,
or any consideration other than a share in the
tobacco on such land will be considered as
owned by the lessee. Poundage quolas leased
and combined with other quotas undera
leasing arrangement providing compensation
to the lessor on some other bas:s than a
specified share 1n the production from a unit
shall be considered to be the 100 percent
mnterest of the lessee. Land which would
otherwise be one unit may be divided
according to applicable gudelines en file in
your service office or by written agreement
with us. Units as herein defined will ba
determined when the acreage is reported,
Errors mn reporting units may be corrected by
us to conform to applicable guidelines when
adjusting a loss. We may consider any
acreage and share therzof reported by or for
vour spouse or child or any member of your
household to be your bona fide share or the
bona fide share of any other person having
an interest therein.

18. Descniptive headings.

The descriptive headings of the vanious
policy terms and conditions are formulated
for convemence only and are not intended to
affect the construction or meamng of any of
the provisions of the contract.

19. Determinations.

All determinations required by the policy
will be made by us. If you disagrez with cur
determinations, you may obtain
reconstderation of or appeal thece
determmnations 1n accordance with Appeal
Regulations.

20. Notices.

All notices required to be given by you
must be 1n writing and received by your
service office within the designated time
unless otherwise provided by the notice
requrement. Notices required to be given
inmediately may be by telephone orin
person and confirmed 1n writing. Time of the
notice will be determined by the time of our
receipt of the written notice.

4. The appendix to § 435.7 18 revised.
gppanm B [Redesignated as] Appendix

5. Appendix B1s redesignated as
Appendix A.

Done in Washington, D.C., en May 7, 1824,
Peter F. Cole,
Secretary, Federal Crop Insurance
Corporation.

Dated: June 19, 1884.

Approved by:
Edward Hews,
Actling Mangger.
{FR Doz, 84-17021 Filed 6-25-84; 845 2]
BILLING CODE 3410-08-M

7 CFR Part 435
[Docket No. 1035S]

Tobacco (Quota Pian) Crop Insurance
Regulations

AGENCY: Federal Crop Insurance
Corporation, USDA.

ActioN: Final rule.

SUMMARY: This action makes final
Amendment No. 2 to the Tobacco
(Quota Plan) Crop Insurance
Regulations, effective for the 1982 and
succeeding crop years. The amendment
to these regulations was implemented
by the Federal Crop Insurance
Corporation (FCIC} on an intenim basis
to allow nsureds sufficient time to
consider changes in the regulations for
insunng tobacco msured under the
quota plan of insurance. The mtended
effect of this action 15 to confirm the
ntenm rule as published.

EFFECTIVE DATE: June 27, 1934.

FOR FURTHER INFORMATION CONTACT:
Peter F. Cole, Secretary, Federal Crop
Insurance Corporation, U.S. Department
of Agniculture, Washington, D.C. 20250,
telephone (202) 447-3325.

SUPPLEMENTARY INFORMATION: On
March 30, 1982, FCIC published an
intenm rule in the Federal Register at 47
FR 13320, amending the Tobacco (Quota
Plan) Crop Insurance Regulations (7 CFR
Part 435), effective for the 1932 and
succeeding crop years. The public was
given €0 days after publication of the
mtenm rule in which to submit
comments, data, and opinions on the
rule and the rule was scheduled for
review 1n crder to provide for any
amendments made necessary by such
public comment, but no comments were
received.

Merritt W. Sprague, Manager, FCIC,
has determuned that this action (1) is not
a major rule as defined by Executive
Order No. 12291 (February 17, 1981},
because it will not have an annual effect
on the economy of $100 million or more,
and (2) will not increase the Federal
paperwork burden for individuals, small
businesses, and other persons.

The title and number of the Federal
Assistance Program to which these
regulations apply are: Title—Crop
Insurance; Number 10.450.

As set forth in the notice related to 7
CFR Part 3015, Subpart V (48 FR 29116,
June 24, 1833), the Federal Crop
Insurance Corporation’s program and
activities, are excluded from the
provisions of Executive Order No. 12372
which requires intergovernmental
consultation with State and local
officials.
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Thus action 18 exempt from the
provisions of the Regulatory Flexibility
Act; therefore, no Regulatory Flexibility
Analysis was prepared.

This action has been reviewed under
USDA procedures established
Departmental Regulation No. 1512-1
(December 15, 1983). This action
constitutes a review under such
procedures as to the need, currency,
clarity, and effectiveness of these
regulations. The sunset review date
established for these regulations 1s April
1, 1987

List of Subjects in 7 CFR Part 435
Crop msurance, Tobacco (quota plan).

PART 435—[AMENDED]

Accordingly, under the authority
contaned m the Federal Crop Insurance
Act, as amended (7 U.S.C. 1501 et segq.),
the Interim Rule, amending the Tobacco
(Quota Plan) Crop Insurance
Regulations as published in the Federal
Register at 47 FR 13320 on March 30,
1982, 18 hereby adopted as final.

Done in Washington, D.C., on May 7, 1984.
Dated: June 19, 1984.
Peter F. Cole,

Secretary, Federal Crop Insurance
Corporation.

Approved by:
Edward Hews,
Acting Manager.
[FR Doc. 84-17022 Filed 6-26-84; 8:45 am}
BILLING CODE 3410-03-M

i

Agricultural Marketing Service
7 CFR Part 1207

Potato Research and Promotion Plan,
Amendment of Rules and Regulations

AGENCY: Agricultural Marketing Service,
USDA.

ACTION: Final rule.

SUMMARY: This amends the Rules and
Regulations 13sued pursuant to the
Potato Research and Promotion Plan.
The Plan authonzes a national potato
promotion program. The amendment
authorizes the Potato Board, the
industry agency which admmmsters the
program, to levy an assessment rate of
two cents per hundredweight of
potatoes-handled to fund program
operations, and requires that
admimstrative expenses of the program
mcurred by the Department be
remmbursed. The provisions effectuate a
recent amendment of the Plan which
provided for these changes.

EFFECTIVE DATE: June 27, 1984.

FOR FURTHER INFORMATION CONTACT:
Kurt Kimmel, Vegetable Branch, F&V,
AMS, USDA, Washington, D.C. 20250,
(202) 447-2681. :

SUPPLEMENTARY INFORMATION:
Paperwork Reduction Act.

Information collection requirements
contamned m this regulation (7 CFR Part
1207) have been approved by the Office
of Management and Budget under the
provisions of 44 U.S.C, Chapter 35 and
have been assigned OMB #0581-0093.

Thus rule has been reviewed under
Secretary’s memorandum 1512-1 and
Executive Order 12291 and has been
designated a “nonmajor” rule. Pursuant
to requirements set forth 1n the
Regulatory Flexibility Act (RFA).
William T. Manley, Deputy
Admimstrator, Agricultural Marketing
Service, has certified that this action
would not have a significant economc
mmpact on a substantial number of small
entities.

The Potato Board 1s the administrative
agency established by the Potato
Research and Promotion Plan (7 CFR
Part 1207). The plan 1s effective under
the Potato Research and Promotion Act,
as amended (7 U.S.C. 2611-2627).

Recently, the Act and the Plan were
amended to change the maximum
authorized rate of assessment from one
cent per hundredweight to one-half of
one percent of the past ten year U.S.
average price received for potatoes by
growers, and to provide for
remmbursement of the Department for
admiistrative expenses. Although a 2.3
cent assessment rate 1s currently
authorized, the Board recommended
assessing growers two cents per
hundred weight at its March 16 annual
meeting. It concluded this would be
sufficient to fund an effective and
appropriate program of marketing -
research, promotion, advertising and
export development and the Rules and
Regulations are proposed to be amended
accordingly.

The amendment also adds a new
“§ 1207.508 USDA costs” specifying the
responsibilities of the Potato Board to
remmburse the Department for
admimstrative expenses mcurred 1n the
conduct of its duties as authorized 1n the
Plan, and determined by the Secretary.
It further specifies that such expenses
shall be reimbursed promptly upon
billing by the Department, This
provision merely implements those
requirements 1 the Act and Plan.

After consideration of all relevant
matters, mcluding the amendments to
the Act and Plan which authonze these
provisions, it 1s found that the following
amendment should be approved.

It 18 further found that good cause
exasts for not postpomng the effective
date of this section until 30 days after
publication in the Federal Register (5
U.S.C. 553) 1n that (1) this amendment
should become effective as soon as
possible so that the Potato Board may
implement its promotion program for FY
1985, which begins July 1, 1984, (2) this
amendment does not impose any
additional requirements on handlers or
producers, and (3) potato producers and
handlers have been notified that
authonzation for these changes was
being considered since October 20, 1983,
when a notice of hearing to consider
these changes was 19sued.

These provisions will effectuate a
recent amendment of to the Plan which
provided for these changes.

List of Subjects 1n 7 CFR Part 1207

Adminstrative practice and
procedure, Advertising, Agricultural
research, Potatoes.

PART 1207—[AMENDED]

The amendment 1s as follows:
1. Add a new § 1207.508 to read:

§ 1207.508 USDA costs.

Pursuant to § 1207.341 of the Plan the
Board shall pay those admmstrative
costs incurred by the U.S. Department of
Agriculture for the conduct of its duties
under the Plan as are determined
penodically by the Secretary:Payment
shall be due promptly after billing for
such costs.

2. Revise § 1207.510 Levy of
assessment to read:

§ 1207.510 Levy of assessment,

During the effective pertod of this
subpart, an assessment of two cents per
hundredweight shall be levied on all
potatoes for ultimate consumption as
human food and seed. Potatoes used for
other nonhuman food purposes,
mncluding starch, are exempted from
assessment but subject to the safeguard
provisions of § 1207.515 of this subpart.
No more than one such assessment shall
be made on any potatoes. No
assessments shall be levied on potatoes
grown by producers of less than five
acres of potatoes.

(Title 11 of Pub. L. 91-670; 84 Stat. 2041; 7
U.S.C. 2611-2627; as amended)

Dated: June 22, 1984, to become effective

upon publication.

Charles R. Brader,

Director, Fruit and Vegetable Division,
Agricultural Marketing Service.

[FR Doc. 84-17107 Filed 6-26-84: 8:45 sm)

BILLING CODE 3410-02-M



-

.Federal Register { Vol. 49,~No: 125 / Wednesday,*June 27,-1984 / Rules and Reguldtions < 26203

Commodity Credit Corporation
7 CFR Part 1430

1983-84 Milk Price Support Pregram

AGENCY: Commodity Credit Corporation,
USDA.

ACTION: Final rule.

SUMMARY: This final rule amends
regunlations (7 CFR 1430.320 et seg.)
governing the reduction from mitk
proceeds authorzed by the Dawry and
Tobacco Adjustment Act of 1283 (Pub. L.
98-180) by reassigning certain
admmmstrative functions onder the
regulations from the Executive Vice
President, Commodity Credit
Corporation {CCC), and the Controller,
CCC, to the Vice-President of CCGwho
also serves as the Admmstrator of the
Agncultural Marketing Service (AMS) of
the Department of Agriculture (USDA)
and to the Director of the Dairy Division,
AMS. These functions are being
consolidated in order to provide for
more effective program operations.
EFFECTIVE DATE: June 26, 1984,

FOR FURTHER INFORMATION CONTACT:
David Cauthon, Fiscal Divisoin, ASCS-
USDA, 6716-South Building, P.O. Box
2415, Washington, D.G. 20013, {202-382—
8263).

SUPPLEMENTARY INFORMATION: This rule
has been reviewed 1n accordance with
Executive Order 12291 and
Departmental Regulation 1521-1 and has
been classified as “not major.” It has
been determined that this rule wil not
resultin: (1) An annual effect on the
economy of $100 million or more; {2) a
major increase in costs or prices for
consumers, individual industres,
Federal, State, or local government
agencies, or geographic regions; or (3)
significant adverse effects on
competition, employment, investment
productivity, innovation, or-on the
ability of United States-based
enterprises to compete with foreign-
based enterpnises in domestic or export
markets.

The titleand number of the federal
assistance program to which this notice
applies are: Title—Commodity Loans
and Purchases: Number—10.051 as
found 1 the Catalog of Federal

—Domestic Assistance.

The Regulatory Flexibility Act 1s not
applicable to this rule since the CCC1s
not required by 5 U.S.C. 553 or.any other
provision of law to publish & notice of
proposed rulemaking with respect to the
subject matter of this rule.

This notice 1s not expected to have
any significant 1mpact on the quality of
the humah environment. In addition, this
action will not adversely affect

environmental factors such as wildlife
habitat, water quality, awr quality, or
land use and appearance, Accerdingly,
neither an Environmental Assessment
nor an Environmental Impact Statement
1s needed.

Section 261(d) of the Agricultural Act
of 1949, which was amended by the
Dairy and Tobacco Adjustment Act of
1983, provides that, effective for the
period December 1, 1983, through March
31, 1985, the Secretary of Agriculture 1s
requured to collect a fifty-cent reduction
from the proceeds of all milk produced
m the forty-eight contiguous States of
the continental United States and
marketed by producers for commerctal
use. Regulations (7 U.S.C. 1430.320 &
seq.) implementing the deduction
program were published on January 3,
1984 (49 FR 2). The regulations required
payment of the reduction to CCC, an
instrumentality of the Department of
Agriculture (USDA). The regulations
contemplated and provided that some
program functions would be handled
directly by CCC while other program
functions would be handled for CCC by
USDA’s Agnicultural Marketing Service
{AMS). In order to provide for more
effective program operations, it has been
determined that there should be a
consolidation of normal program
operations, other than setoffs and
withholdings, with AMS. In order to
accomplish this, the regulations are
amended i this rule by reassigung
certain functions 1n the regulations from
the Executive Vice President, CCC, and
the Controller, CCC, to the Vice
President of CCC who also serves as the
Administrator of AMS, and to the
Director of AMS's Dairy Division. These
reassignments relate to subpoenas,
penalties, and admnsstrative review of
disputes. The consolidation of these
functions should improve program
service by centralizing the public's
dealings under the pragram, in most
stances, with one agency. Also, since
AMS has handled and will continue to
handle staff work for billings and audits,
the consolidation should help expedite
‘the consideration and disposition of
assessment and penalty disputes ansing
1n connection with the program.

Since the purpose of these
amendments relate to agency
management and procedure, it has been
determined that no further public
rulemaking 1s required. Accordingly, this
rule shall become effective upon the
date of filing with the Director, Office of
the Federal Register.

List of Subjects in 7 CFR Part 1430

Milk, Agriculture, Dairy support
programs, Darry products.

Final Rule

PART 1430—[AMENDED]

Accordingly, 7 CFR Part 143015
amended as follows:

§§ 1430.322, 1430.326 and 1430.329
[Amended]

1.7 CFR 1430.322, 1430.325 and
1450.329 are amended by removing the
words “Executive Vice President, CCC”
and mnserting in lien thereof the words
"Vice-President, CCC, who is the
Admimstrator, Agricultural Marketing
Service” wherever they appear.

§1430.329 [Amended]

2.7 CFR 1430.329 15 further amended
by: (a) Removing m the first sentence
the words “Controller, CCC” and
inserting 1n lieu thereof the words
“Director of the Dairy Division who
shall be a CCC Claims Official for such
purposes™; and (b) removing in the
second sentence the word *“Controller”
and nserting 1n lieu thereof the words
“Director of the Dairy Division”

Authority: (Section 201{d]) of the
Agricultural Act of 1349, as amended (7
1.5.C. 1448); Commodity Credit Corporation
Char)ter Act, as amended (15 U.S.C. 714 ef
5eq.)).

Signed at Washington, D.C., on Junz 29,
1924.

Richard E. Lyng,

Acting Sscrelary of Agriculture.
[FR Doz 0417143 Fled 6-23-01: 45 a)
BILLING CODE 3410-C5-M

DEPARTMENT OF JUSTICE

Immlgration and Naturalization
Service

8 CFR Part 238

Contracts With Transportation Lines;
Addition of Pro Alr Services

AGENCY: Immugration and Naturalization
Service, Justice.

ACTION: Final rule.

SUMMARY: This rule amends the listing
of carriers which have entered mto
agreements with the Service for the
prewmnspection of their passengers and
crews at locations outside the United
States by adding the name of Pro Air
Services.

EFFECTIVE DATE: June 11, 1934.

FOR FURTHER INFORMATION CONTACT:
Loretta J. Shogren, Director, Policy
Directives and Instructions, Immigration
and Naturalization Service, 425 I Street,
NW., Washington, D.C. 20536,
Telephone: (202) 633-3048.

-
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SUPPLEMENTARY INFORMATION: The
Commussioner of Immgration and
Naturalization entered into an
agreement with Pro Air Services on June
11, 1984 to provide for the premspection
of its passengers and crews as provided
by section 238(b) of the Immigration and
Naturalization Act, as amended (8
U.S.C. 1228(b)). Premspection outside
the United States facilities processing
passengers and crews upon arnival at a
U.S. port of entry and 1s a convemence
to the traveling public.

Compliance with 5 U.S.C. 553 as to
notice of proposed rulemaking and
delayed effective date 18 unnecessary
because the amendment merely adds an
air carrier's name to the present listing
and 1s editorial in nature. ’

Tlus order constitutes a notice to the
public under 5 U.S.C. 552 and 1s not a
rule within the definition of section 1(a)
of E.O. 12291.

List of Subjects in 8 CFR Part 238

Air carriers, Awrlines, Aliens,
Government contracts, Inspections.

Accordingly, Chapter I of Title 8 of the
Code of Federal Regulations 1s amended
as follows:

PART 238—CONTRACTS WITH
TRANSPORTATION LINES

§238.4 [Amended]

Section 238.4 1s amended by adding
the name “Pro Air Services” under “At
Nassau”

(Secs. 103 and 238 of the immigration and

Nationality Act, as amended; (8 U.S.C. 1103
and 1228))

Dated: June 21, 1984.
Andrew J. Carmuchael, Jr.,
Associate Commussioner, Examinations,
Immigration and Naturalization Service.
[FR Doc. 84-17052 Filed 6-26-84; 8:45 am])
BILLING CODE 4410-10-M

DEPARTMENT OF THE TREASURY
Comptroller of the Currency

12CFR Part 8
[Docket No. 84-19]

Assessment of Fees; National Banks;
District of Columbia Banks~

AGENCY: Comptroller of the Currency,
Treasury.
ACTION: Final rule.

SUMMARY: The Office of the Comptroller
of the Currency (“Office”) 1s revising the
semannual assessment schedule for
national banks, District of Columbia
banks, and federally licensed branches
and agencies. The revision mcreases by

12 percent the assessment fees to be
paid by such entities on or before July
31, 1984 and January 31, 1985. The
increase 18 necessary for the Office to
continue its effective supervision of the
national banking system. -~

EFFECTIVE DATE: June 27, 1984.

FOR FURTHER iNFORMATION CONTACT:
Peter Struck, Manager, Economic and
Policy Analysis Division, (202) 447-1924
or Chan Anhouse, Attorney, Legal
Advisory Services Division, (202) 447~
1880, Office of the Comptroller of the
Currency, 490 L'Enfant Plaza East, SW.,
Washington, DC 20219.
SUPPLEMENTARY INFORMATION: The
Office was created by Federal
legislation for the purpose of regulating
the natiortal banking system. Under the
National Bank Act, 12 U.S.C. 1 et segq., it
has a responsibility to take every
necessary and appropriate step to
ensure that all national banks are 1n
compliance with-the varied laws
enacted by Congress and the States.

On May 10, 1984, the Office published
a notice of proposed rulemaking (Docket
No. 84~15) ma the Federal Register, 49 FR
19828, concerning the assessment
schedule to be applitable to all national
banks. This Office 1s authonzed by 12
U.S.C. 482 and 12 U.S.C. 3102 to assess
national banks, District of Columbia
banks, and federal branches and
agencies of foreign banks 1n order to
recover examination and related
expenses. Section 482 requres that
these assessments be made 1n
proportion to a bank’s assets or
resources and that the rate of
assessments be the same for all banks of
the same asset size. The current
assessment schedule fulfills this
statutory requirement. First National
Bank of Milaca v. Heimann, 572 F.2d
1244 (8th Cir. 1978).

Concurrent with the filing of the
notice of proposed rulemaking
concerning § 8.2 with the Federal
Register, the Office sent a Banking
Bulletin contaming the proposal to the
chief executive officer of each national
bank. The purpose of that Banking
Bulletin, dated May 9, 1984, was to
ensure that each national bank received
direct and timely notice of the proposed
changed and to explain the reasons for
the change 1n detail.

As stated 1n the proposal, the
pricipal reason for the assessment
increase 1s that Office expenses have
been nsing at a faster rate than Office
revenues. Indeed, since the last
assessment schedule revision in 1978,
expenses have mcreased 90 percent,
while assessment revenues have
mcreased 67 percent. As a consequence,
the Office experenced a $7.4 million

dificit 1n 1983 and faces a larger doficit
1 1984, This situation 1s attributable to
several factors. Primary among these
factors are:

* Anncrease i the number of
national banks requiring special
supervisory attention as a result of the
recent recession.

* Anincrease n regulatory
responsibilities that have required
expanded supervisory activities; and,

* A slowdown 1n assessment revenue
growth due to inflation, The current
assessment schedule provides for
declining marginal agsessment rates,
consistent with declimng marginal
examnation costs, as bank size
increases. Over time, therefore, growth
in bank agsets generates proportionately
smaller increases in Office revenue,
However, when asset growth and Office
costs rise due to inflation, the economies
of scale 1n the examination process are
not realized and assessments cover a
decreasing portion of examination costs,

Comments

Comments on the proposal were
solicited both by the Federal Register
notice of proposed rulemaking and by
the 1ssuance of the Banking Bulletin to
each national bank. It was requested
that comments be received no later than
June 11, 1984. In response, 28 comments,
all opposed to the proposal as drafted,
were received from national banks,
Several specific concerns were raised by
the commenters. The commenters
generally believed that the additional
costs incurred by the Office to examine
banks requinng special supervisory
attention should not be paid by clean,
well-run banks, that the Office should
recommend statutory change to allow
assessments to be related directly to the
actual cost of an examination, and that
there 1s need for better control over
Office costs.

Twenty-three of the 28 commenters
focused primarily on the 1ssue that well-
run banks must pay the cost of special
supervisory attention of problem banks,
Three of those commenters also
believed that banks entering
nontraditional activities should pay
additional costs associated with those
activities. Specifically, most suggested
that the assessment schedule should be
based on the direct costs attributable to
examning a particular bank, not its

‘asset s1ze. It was implied that such a

method would elimmate any inequities
1n allocating supervision costs to banks.
This Office 13 aware of the situation
1dentified by these commenters, As the
statute currently reads, the Office is not
duthonzed to charge a higher
assessment to banks that are
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expernencing difficulties. Revising the
assessment schedule to a direct cost
basis would require an amendment to 12
U.S.C. 482, and a statutory change was
suggested by four commenters. Although
a statutory change 1s not feasible as an
alternative to the current proposal, the
Office intends to review its long-term
revenue needs and statutory change will
be considered as part of that review.

Nine commenters questioned whether
the Office had been diligent enough 1n
controlling costs. As explained 1n the
proposal, in the face of increased
responsibilities, the Office has prudently
restructured its operation to employ
resources more effectively and to
provide better service. In fact, it has
been estimated that without the
restructuring, the Office would have
needed a much larger staff to carry out
its responsibilities. Moreover, to limit
the scope of its operations or cease to
meet its responsibilities solely because
of cost considerations would be
moconsistent with the Office’s mission to
foster the safety and soundness of the
national banking system.

In the same vein, a few of these
commenters thought Office expenses
should be lower because their
mstitutions are receiving full scale,
comprehensive examinations less
frequently. These comments refer to the
Office's restructured examination
priority schedule that allows on-site
exammations less frequently for smaller,
well-run banks and more frequently for
large and/or special supervision banks.
However, 1n conjunction with the
examnation priority schedule came a
commitment to move toward more off-
site monitormg of bank performance.
This required a large nitial investment
1 systems and computer hardware that
will produce cost savings for both banks
and the Office 1n the years ahead.

After careful consideration of the
1ssues raised by the commenters, it1s
clear that most of the commenter
suggestions reqwre changes in the law.
The current deficit position of the Office
requires prompt action. Therefore, the
Office, 1n order to meet its revenue
requirements on an mterim basis, 15
1mposing a 12 percent increase 1n the
assessment fees to be paid by national
banks on or before July 31, 1984, and on
or before January 31, 1985. Because it
affects banks of similar asset size 1n the
same manner, and it 1s necessary for the
Office to recover its costs, the revision
fulfills the requirements of 12 U.S.C. 482.

Reason for Immediate Effective Date

Thus final rule was made effective
mmmediately in order to provide
adequate lead time for national banks to
calculate their July 31, 1984 assessment

fee payments, and to elimnate any
confusion about the amount due.
Unnecessary burden, including
additional commumcation, the
preparation of an additional check, and
possibly interest expense could be borne
by a bank that does not apply the
procedure required wn this final rule to
its July 31, 1984 assessment fee
calculation.

Executive Order 12291

The Office has examined the impact
of this final rule and estimates that the
aggregate effect on the economy will be
slightly over $8 million 1n 1984 and 1985.
This amount represents the difference 1n
expected assessment revenues between
the current schedule with and without
the increase. Because the aggregate
amount will be spread among all
national banks, D.C. banks, and federal
branches and agencies of foreign banks,
the expected impact of the rule on those
banks' earmings 1s mimmal. Institutions
of similar size will incur the same
mecrease. Thus, the effect of the revision
15 unlikely to put competing imnstitutions
at a disadvantage with one another or
with other competing suppliers of
financia) services. Finally, this final rule
1s not expected to have a significantly
adverse effect on the ability of U.S.-
domiciled national banks to compete
with foreign entities. Thus 15 due to the
fact that, generally, only the largest of
mstitutions in the national banking
system compete directly with foreign
banks. The effect of the rule on therr
earmngs 1s slight. Accordingly, this
Office has concluded that the rule does
not meet any of the conditions set forth
m Executive Order 12291 for designation
as a major rule. Consequently, a
regulatory impact statement was not
prepared.

Regulatory Flexibility Act

Pursuant to section 605(b) of the
Regulatory Flexibility Act (Pub. L. No.
06-354, 94 Stat. 1164, 5 U.S.C. €01-612), it
15 certified that the assessment fee
mcrease will not have a significant
impact on a substantial number of small
entities. The regulation does not :ampose
additional reporting or recordkeeping
requirements on any bank subject to the
jurisdiction of this Office, nor does it
have a substantial impact on smailer
banks. This Office anticipates that the
necessary increase in fees payable by
any individual bank 18 sufficiently small
as to have no appreciable effect on the
mdividual bank's financial stability.
Consequently, a regulatory flexibility
statement was not prepared.

List of Subjects 1n 12 CFR Part 8
National banks, Assessment of fees.

For the reasons set forth above, 12
CFR Part 815 amended as follows:

1. The authority citation for 12 CFR
Part 8 reads as follows:

Authority: R.S. 5240, as amended, 12 U.S.C.
481, 482,12 U.S.C. 3102, and sec. 3, 47 Stat.
1558, 28 D.C. Cade 102

2. Section 8.2 13 amended by adding a
new paragraph {c) to read as follows:

§8.2 Semlannualassessment.
» - * »

(c) The assessement fee due to be
paxd on or before July 31, 1984, and
January 31, 1985, under paragraphs (a)
and (b) of this section shall be 112
percent of the amount computed under
those paragraphs.

Dated: June 13, 1924.

C. T. Conover,

Comptroller of the Currency.
[FR De= 8417110 2 6-25-84; 845 0m)
BILLING CODE 4812-33-M

DEPARTMENT OF TRANSPORTATION
Federal Aviation Administration

14 CFR Part 71

[Alrspace Docket No. 83-AGL~23]

Alteration of Transition Area

AGENCY: Federal Aviation
Admunustration (FAA), DOT.

ACTION: Final rule.

SUMMARY: The nature of this Federal
action 18 to establish a separate
transition area for Mt. Vernon, Oho,
and to redescribe and reduce the
awrspace currently designated for Knox
County Aarport (formerly Mt. Vernon
Aarport). A Notice of Proposed
Rulemaking (NPRM]) was published in
the Federal Register on December 29,
1983 (48 FR 57311), to alter this
transition area. Subsequent to its
publication, an additional area was
1dentified for inclusion to accommodate
amended mstrument approach
procedure requirements. This action
cancels the previously published NPRM.
The intended effect of this action 1s to
mnsure segregation of the aircraft using
approach procedures mn instrument
weather conditions from other aircraft
operating under visual weather
conditions 1n controlled arspace.
EFFECTIVE DATE: August 30, 1984.
FOR FURTHER INFORMATION CONTACT:
Edward R. Heaps, Awrspace, Frocedures,
and Automation Branch, Air Traffic
Division, AGL-530, FAA, Great Lakes
Region, 2300 East Devon Avenue, Des
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Plaines, Illinois 60018, telephone (312)
694-7360.

SUPPLEMENTARY INFORMATION: This
action redescribes the airspace
associated with Knox County Airport to
accommodate existing awrspace
requirements. The new description
removes the current airspace
designation from the Columbus, Ohio,
transition area and establishes a
separate transition area for Knox
County Airport 1n order to simplify both
descriptions. The new description also
reduces the radius of designated
arspace by 1.5 miles from 8 miles to 6.5
miles and designates an additional
amount of controlled arspace
approximately 7 miles by 6.5 miles
located southwest of Knox County
Airport excluding the portion overlying
the Newark, Ohio, transition area.
Additionally, the description corrects
the name of the associated airport from
Mt. Vernon Airport to Knox County
Airport.

Minmimum descent altitudes may be
established below the floor of the 700-
foot controlled airspace.

Aeronautical maps and charts will
reflect the defined areas which will
enable other arrcraft to circumnavigate
the area 1n order to comply with
applicable visual flight rule
requirements, ¢

History

On page 14969 of the Federal Register
dated April 16, 1984, the FAA proposed
to amend § 71.181 of the Federal
Aviation Regulations (14 CFR Part 71) so
as to alter the transition area near Mt.
Vernon, Ohio. Interested parties were
mvited to participate in this rulemaking
proceeding by submitting written
comments on the proposal to the FAA.
No objections were received as a result
of the Notice of Proposed Rulemaking.

Except for editorial changes, this
amendment 1s the same as that
proposed 1n the notice. Section 71.181 of
Part 71 of the Federal Aviation
Regulations was published in FAA
Order 7400.6, Part 1, dated January 3,
1984,

List of Subjects 1n 14 CFR Part 71

Transition areas, Aviation safety.
Adoption of the Amendment

PART 71—[AMENDED]

Accordingly, pursuant to the authority
delegated to me, § 71.181 of Part 71 of
the Federal Aviation Regulations (14
CFR Part 71} 1s amended, effective 0901
G.M.T., August 30, 1984, as follows:

Mt. Vernon, OH

That airspace extending upward from 700
feet above the surface within a 6.5-mile
radius of the Knox County Airport {lat.
40°19'42" N,, long. 82°3122" W.); within 3.5
miles either side of the 197° bearing from the
arport extending to the Appleton, Ohio,
VORTAC (lat. 40°09'04" N., long. 82°35'18"
W.), excluding that portion overlying the
Newark, Ohio, transition area.

(Secs. 313(a), 314(a), 601 through 610, and
1102 of the Federal Aviation Act of 1958 (49
U.S.C. 1354(a), 1421 through 1430, and 1502);
49 U.S.C. 108(g) (Revised, Pub. L. 97449,
January 12, 1983))

Note.—The FAA has determmed that this
regulation only mnvalves an established body
of technical regulations for which frequent
and routine amendments are necessary to
keep them operationally current. Therefore, it
18 certified that this—({1) 18 not a “major rule”
under Executive Order 12291; (2} 1s not a
“significant rule” under DOT Regulatory
Policies and Procedures (44 FR 11034;
February 26, 1979); and (3) does not warrant
preparation of a regulatory evaluation as the
anticipated impact 18 so minimal. Since this 1s
a routine matter that will only affect air
traffic procedures and air navigation, it1s
certified that this rule will not have a
significant economic 1mpact on a substantial
number of small entities under the criteria of
the Regulatory Flexibility Act.

Issued 1n Des Plames, Illinois, on June 15,
1984.

Paul K. Bohr,

Director, Great Lakes Region.
(FR Doc. 84-17033 Filed 6-26-84; 8:45 am)
BILLING CODE 4910-13-M

14 CFR Part 71

[Airspace Docket No. 84-AGL~2]
Designation of Transition Area
AGENCY: Federal Aviation
Admmstration (FAA), DOT.
ACTION: Final Rule.

SUMMARY: The nature of this Federal
action 1s to designate a new controlled
airspace area near Lexington, Ohio, to
accommodate a new VOR/DME
Runway 26 instrument approach
procedure mto Perry County Airport.
This designation 1s based on a request
from the Perry County Airport officials
to provide that facility with instrument
approach capability.

EFFECTIVE DATE: August 30,1984, "

FOR FURTHER INFORMATION CONTACT:
Edward R. Heaps, Airspace, Procedures,
and Automation Branch, Arr Traffic
Diwvision, AGL-530, FAA, Great Lakes
Region, 2300 East Devon Avenue, Des
Plaines, Illinois 60018, telephone (312)
694-7360.

SUPPLEMENTARY INFORMATION: The floor
of the controlled arspace 1n this area
will be lowered from 1200" above ground
to 700’ above ground. The development

of the proposed instrument procedure
requires that the FAA lower the floor of
the controlled airspace to msure that the
procedure will be contained within
controlled arspace. The mmmum
descent altitude for this procedure may
be established below the floor of the
700-foot controlled airspace.

Aeronautical maps and charts will
reflect the area of the instrument
procedure which will enable other
arrcraft to circumnavigate the area in
order to comply with applicable vjsual
flight rule requirements.

History

On page 10939 of the Federal Register
dated March 23, 1984, the FAA proposed
to amend § 71.181 of the Federal
Awation Regulations (14 CFR Part 71} so
as to establish a new 700-foot controlled
airspace transition area near New
Lexington, Ohio. Interested parties were
mvited to participate in this rulemaking
proceeding by submitting written
comments on the proposal to the FAA.,
No objections were received as a result
of the Notice of Proposed Rulemaking,

Except for editorial changes, this
amendment 1s the same as that
proposed in the notice. Section 71.181 of
Part 71 of the Federal Aviation
Regulations was published in FAA
Order 7400.6, Part 1, dated January 3,
1984.

List of Subjects in 14 GFR Part 71
Transition areas, Aviation safety.
Adoption of the Amendment

PART 71—[AMENDED]

Accordingly, pursuant to the authority
delegated to me, § 71.181 of Part 71 of
the Federal Aviation Regulations (14
CFR Part 71) 13 amended, effective 0901
G.m.t., August 30, 1984, as follows:

New Lexington, OH

That airspace extending upward from 700
feet above the surface within a 7.5-mile
radius of the Perry County Airport (lat.
39°41'29" N, long. 82°11'52" W,) »

(Sec. 313(a), 314(a), 601 through 610, and 1102
of the Federal Aviation Act of 1958 (49 U.S.C.
1354(a), 1421 through 1430, and 1502); 49
U.S.C. 106(g) (Revised, Pub. L. 7-449, January
12, 1983)

Note.—The FAA has determined that this
regulation only involves an established body
of technical regulations for which frequent
and routine amendments are necessary to
keep them operationally current. Therefore, it
18 certified that this—(1) is not a “major rule”
under Executive Order 12291; (2) is not a
“significant rule” under DOT Regulatory
Policies and Procedures (44 FR 11034;
February 286, 1979); and (3} does not warrant
preparation of a regulatory evaluation as the
anticipated impact is so minimal. Since this is
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a routine matter that will only affect air
traffic procedures and air navigation, it1s
certified that this rule will not have a
significant econonuc umpact.on a substantial
number of small entities under the critena of
the Regulatory Flexibility Act.

Issued 1n Des Plaines, Illinois, on June 15.
1984.
Paul K. Bohr, -
Director, Great Lakes Region.
[ER Doc. 84-17036 Filed 6-26-84: 8:45 am])
BILLING CODE 4910-13-M

14 CFR Part 71
[Airspace Docket No. 84-AGL~1}

Alteration of Transition Area

AGENCY: Federal Aviation
Admimstration {FAA), DOT:

ACTiON: Final rule.

‘SUMMARY: The nature of this Federal
action 1s to alter the Sturgis, Michigan,
transition area to accommodate a new
MLS Runway 18 instrument approach
procedure to Kirsch Mumcipal Airport
and to revise/reduce the airspace
currently designated for the transition
area.

The 1ntended effect of this action 1s to
msure segregation of the aircraft using
approach procedures n instrument
weather conditions from other aircraft
operating under visual weather
conditions in controlled airspace.
EFFECTIVE DATE: August 30, 1984.

FOR FURTHER INFORMATION CONTACT:
Edward R. Heaps, Awrspace, Procedures,
and Automation Branch, Air Traffic
Division, AGL-530, FAA, Great Lakes
Region, 2300 East Devon Avenue, Des
Plaines, Hlinois 60018, telephone (312)
694-7360.

SUPPLEMENTARY INFORMATION: The
development of a new MLS instrument
approach procedure requires that the
FAA alter the designated airspace to
nsure that the procedure will be
contained within controlled airspace.
The additional airspace designated will
be an area approximately 3 miles by 2
miles, located northeast of the airport.
The mimmum descent altitudes for this
procedure may be established below the
floor of the 700-foot controlled airspace.

The fiew procedure has also
necessitated redesigning the transition
area to return a portion of controlled
airspace determined unnecessary to a
noncontrolled status. The portion being
returned will be an area approximately
7.5 miles by 7 miles, located northeast of
the arrport.

Aeronautical maps and charts will
reflect the defined areas which will

enable other aiwrcraft to circumnavigate
the area 1n order to comply with
applicable visual flight rule
requirements.

History

On page 14968 of the Federal Register
dated April 16, 1984, the FAA proposed
to amend § 71.181 of the Federal
Aviation Regulations (14 CFR Part 71) so
as to alter the transition area near
Sturgis, Michigan. Interested parties
were nvited to participate n this
rulemaking proceeding by submitting
written comments on the proposal to the
FAA. No objections were received as a
result of the Notice of Proposed
Rulemaking.

Except for editonial changes, this
amendment 1s the same as that
proposed 1n the notice. Section 71.181 of
Part 71 of the Federal Aviation
Regulations was published in FAA
Order 7400.6, Part 1, dated January 3,
1984,

List of Subjects in 14 CFR Part 71
Transition areas, Aviation safety.
Adoption of the Amendment

PART 71—{AMENDED]

Accordingly, pursuant to the authority
delegated to me, § 71.181 of Part 71 of
the Federal Aviation Regulations (14
CFR Part 71) 18 amended, effective 0301
GMT, August 30, 1984; as follows:

Sturgus, MI

That airspace extendingwpiward from 700
feet above the surface within a §.5-mile
radius of the Kirsch Municipal Airport (lat.

41°48'35" N, long. 85°2610" W.);

within 3 miles west of the 341° bearing from
the airport and 5 miles east of the 341°
beaning from the airport extending from the
5.5-mile radius area to 8 miles northwest of
the airport.

(Sections 313(a), 314{a), €01 through 610, and
1102 of the Federal Aviation Act of 1958 (49
U.S.C. 1354(a), 1421 through 1430, and 1502);
49 U.S.C. 108{g) (Revised, Pub. L. 57449,
January 12, 1833)

Note.—The FAA has determined that this
regulation only involves an established bady
of techmical regulations for which frequent
and routine amendments are necessary to
keep them operationally current. Therefore, it
15 certified that this—(1) is not a “major rule"
under Execulive Order 122081; (2) is not a
“significant rule” under DOT Regulatory
Policies and Procedures (44 FR 11034;
February 26, 1979); and (3) does not warrant
preparation of a regulatory evaluation as the
anticipated impact 15 so mimmal. Since this s
a routine matter that will only affect air
traffic procedures and air navigation, it is

certified that this rule will not have a
significant economic impact on a substantial
number.of small entities under the critena of
the Regulatory Flexibility Act.

Issued in Des Plaines, Hlinms, on June 15,
1824.
Paul K. Bohr, ~
Director, Great Lakes Region.
[FR D2z 8417057 Filed 6-28-84: 845 am}
BILUHG CODE 4910-13-M

14 CFR Part75
[Alrspace Docket No. 83~AAL-9]

Establishment of J-529, Fort Yukon,
AK

AGENCY: Federal Awviation
Admimstration (FAA), DOT.

ACTION: Final rule.

SUMMARY: This amendment establishes
new Jet Route J-529 between Fort
Yukon, AK, and Shingle Point
nondirectional beacon (NDB), Yukon
territory, Canada. This new jet route1s
part of a planned new polar route across
Canada. This action designates
controlled airspace 1n a area where no
FAA radar coverage exists and
wmproves flight planmng.

EFFECTIVE DATE: August 30, 1984.

FOR FURTHER INFORMATION CONTACT:
Lewis W. Still, Awrspace and Air Traffic
Rules Branch (ATT-230), Awrspace—
Rules and Aeronautical Information
Diwvision, Arr Traffic Service, Federal
Awiation Admimstration, 800
Independence Avenue, SW.,
‘Washington, D.C. 20591; telephone: (202)
426-8783.

SUPPLEMENTARY INFORMATION:
History

On March 21, 1984, the FAA proposed
to amend Part 75 of the Federal Aviation
Regulations (14 CFR Part 75) to establish
new Jet Route J-529 between Fort
Yukon, AK, and Shingle Point NDB,
Yukon Territory, Canada (49 FR 10552).
The International Awrline Transportation
Association (IATA) requested a new
polar route across canadian territory
and the FAA 1s cooperating with the
Canadian Government by implementing
the initial phase of the route in the Fort
Yukon area. Interested parties were
invited to participate 1n this rulemaking
proceeding by submitting written
comments on the proposal to the FAA.
No comments objecting to the proposal
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were received, Except for editoral
changes, this amendment 1s the same as
that proposed in the notice. Section
75.100 of Part 75 of the Federal Awviation
Regulations was republished in
Handbook 7400.6 dated [anuary 3, 1984.

The Rule

This amendment to Part 75 of the
Federal Aviation Regulations
establishes new Jet Route ]-529 between
Fort Yukon, AK, and Shingle Point NDB,
Yukon Territory, Canada. This jet route
18 a segment of a new polar route across
Canada. This action designates
controlled airspace 1n an area where no
FAA radar coverage exists and
improves flight planmng.

List of Subjects in 14 CFR Part 75
Jet routes, Aviation safety.
Adoption of the Amendment

PART 75—[AMENDED]

Accordingly, pursuant to the authority
delegated to me, § 75.100 of Part 75 of
the Federal Aviation Regulations (14
CFR Part 75) 1s amended, effective 0901
GMT, August 30, 1984, as follows:

J-529 [New]

From Fort Yukon, AK, via 049° radial; to
Shingle Point NDB, YT, Canada. The airspace
within Canada 1s excluded.

(Secs. 307(a) and 313(a}, Federal Aviation Act
of 1958 (49 U.S.C. 1348(a} and 1354(a)); (49
U.S.C. 106(g) (Revised, Pub. L, 97-449, January
12, 1983)); and 14 CFR 11.69)

Note.—The FAA has determuined that this
regulation only mvolves an established body
of techmical regulatons for which frequent
and routine amendments are necessary to
keep them operationally current. It,
therefore—(1) 18 not a “major rule” under
Executive Order 12291; (2) 18 not a
“significant rule” under DOT Regulatory
Policies and Procedures (44 FR 11034;
February 26, 1979); and (3) does not warrant
preparation of a regulatory evaluation as the
anticipated impact 18 so mummal. Since this 1s
a routine matter that will only affect air
traffic procedures and air navigation, it1s
certified that this rule will not havea
significant economic impact on a substantial
number of small entities under the criteria of
the Regulatory Flexibility Act.

Issued in Washington, D.C., on June 19,
1984.

John W. Baier,

Acting Manager, Airspace—Rules and
Aeronautical Information Division.

{FR Doc. 84-17034 Filed 6-26-84; 8:45 am}

BILLING CODE 4910-13-M

DEPARTMENT OF LABOR

Employment and Traming
Administration

20 CFR Part 655

Labor Certification Process for the
Temporary Employment of Aliens in
Agriculture: Adjustments to Piece
Rates

AGENCY: Employment and Training
Administration, Labor.

ACTION: Withdrawal of rule-related
notice and reinstatement of effective
date.

SUMMARY: On September 14, 1983, the
Department of Labor published a rule-
related notice on piece rates adjustment
in the temporary alien agricultural labor
certification program. The Order
requiring the notice was vacated, and it
18 withdrawn.

EFFECTIVE DATE: September 2, 1983.

FOR FURTHER INFORMATION CONTACT:
Mr. Harry L. Shemnfeld. Telephone: 202~
523-7836.

SUPPLEMENTARY INFORMATION: On
September 2, 1983, the Department of
Labor (DOL) published 1n the Federal
Register a final rule revising 20 CFR
655.207 (b} and (c), effective on
publication. 48 FR 40168. Section
655.207(c) relates to the adjustment of
prece rates for employment covered by
the temporary alien agncultural labor
certification program.

On September 8, 1983, the U.S. District
Court for the District of Columbia
suspended indefinitely the effective date
of revised § 655.207(c), pending further
order of the court, and ordered that
notice of the Order’s terms be published
in the Federal Register. NAACP,
Jefferson County Branch v. Donovan,
Civ. No. 82-2315. The rule-related notice
was published at 48 FR 41154
(September 14, 1983).

On June 12, 1984, the U.S. Court of
Appeals for the Distnict of Columbia
Circuit vacated

the district court’s order of September 8, 1983
1n its entirety, and thereby reinstate[d] the
regulation promulgated by DOL on
September 2, 1983. See 48 FR 40,168 (1983) {to
be codified at 20 CFR 655.207).

NAACP, Jefferson County Branch v.
Donovan, Nos. 83-1919 and 83-2165, Slip
Opmion at 14.

Accordingly, the rule-related notice
published by DOL at 48 41154
(September 14, 1983} 13 hereby
withdrawn; and the final rule revising 20
CFR 655.207(c) published September 2,
1983 {48 FR 40168) and effective on that
date 1s renstated on September 2, 1983.

Signed at Washinglon, D.C,, this 20th day
of June 1984,

Patnick J. O'Keefe,

Deputy Assistant Secretary for Employment
and Training.

[FR Doc. 84-17016 Filed 8-26-84: 8:45 am]
BILLING CODE 4510-30-M

DEPARTMENT OF THE TREASURY
Internal Revenue Service

26 CFR Part 1

[T.D.7961],

Income Tax: Taxable Years Beginning
After December 31, 1953; Limitation on
Foreign Tax Credit for Forelgn Oil and
Gas Taxes

AGENCY: Internal Revenue Service,
Treasury.

AcTtoN: Final regulations.

suMmMARY: This document contains final
regulations relating to the limitation on
the foreign tax credit with respect to
taxes paid on foreign oil related income.
Changes to the applicable tax law were
made by the Tax Reduction Act of 1975,
the Tax Reform Act of 1976, and the
Revenue Act of 1978. The regulations
would provide the public with the
gurdance needed to comply with these
Acts and would affect all taxpayers
claiming a foreign tax credit for taxes
paid with respect to foreign oil related
mcome. This document does not reflect
the changes made 1n section 907 by the
Tax Equity and Fiscal Responsibility
Act 0of 1982 (TEFRA). -

DATES: These regulations apply to
taxable years ending after December 31,
1974, and begimning before January 1,
1983.

FOR FURTHER INFORMATION CONTACT:
Mary Frances Pearson of the Office of
the Chief Counsel, Internal Revenue
Service, 1111 Constitution Avenue, NW.,
Washington, D.C. 20224, Attention:
CC:LR:T. 202-566-9050.
SUPPLEMENTARY INFORMATION:

Background

On November 17, 1980, the Federal
Register published proposed
amendments to the Income Tax
Regulations (26 CFR Part 1) under
section 807 of the Internal Revenue
Code of 1954 (45 FR 75695). These
amendments were proposed to conform
the regulations to section 601(a) of the
Tax Reduction Act of 1975 (89 Stat. 54),
section 1035 of the Tax Reform Act of
1976 (90 Stat. 1630), and section
301(b)(14) of the Revenue Act of 1978 (92
Stat. 2822). A public hearing was held on
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May 28, 1981. After consideration of all
comments from interested persons
regarding the proposed regulations, they
are adopted with revisions. This
Treasury decision 1s 1ssued under the
authority contained 1n section 7805 of
the Internal Revenue Code of 1954 (68A
Stat. 917; 26 U.S.C. 7805).

General Explanation

The United States imposes an income
tax on its citizens, residents, and.
corporations on a worldwide basis. The
U.S. system prevents international
double taxation through the allowance
of a foreign 1ncome tax credit. Such a
system accords the country where
mncome 1s earned the first night to tax it.
The United States taxes this same
mcome only to the extent the U.S. tax
exceeds the foreign income tax on the
ncome.

The foreign tax credit mechanism
raises a number of problems. One
problem 1s that not every payment made
to a foreign -country constitutes a
creditable tax. Only a foreign income
tax 1s creditable agamst the U.S. income
tax. Whether a particular foreign
payment constitutes an income tax s
frequently difficult to determine. This
difficulty 1s especially true 1n the case of
the development of a foreign country’s
natural resources which the foreign
sovereign owns. In these cases the
distinction between creditable income
taxes and other deductible payments,
such as royalties, bonuses, other
constderation for the mght to & mineral
concession, or a purchase price for the
minerals, can become blurred.

Other problems anse under the
section 904 limitation. Generally, section
804 limits the foreign tax credit to a
taxpayer's pre-credit U.S. tax on
worldwide income and further limits the
credit to the U.S, tax on foreign-source
taxable income, 1.e., the tax base of the
foreign mcome under U.S. law. If for a
taxable year the foreign taxes imposed
on the income base as determined under
foreign law exceed the U.S. taxes
mmposed on that income base
determmed under U.S. law, the unused
foreign tax credits, or excess credits,
may be used in certain other taxable
years m which the U.S. tax exceeds the
foreign taxes on foreign-source mcome.

Currently, section 804 allows the
averaging of low-tax foreign income and
high-tax foreign mcome, referred to as
the overall limitation. Under the overall
limitation, the U.S. tax on imncome from
sources n a low-tax country may be
reduced by foreign taxes that exceed the
U.S. tax on mncome from a ligh-tax
country. Section 904 limits the benefits
-of the overall limitation to a certamn
extent through the creation of separate

~

limitations which requre the separation
of foreign income 1nto various classes of
foreign-source income. The foreign taxes
paid on one class may not reduce the
U.S. tax imposed on another class.

Problem

Prior to the enactment of section 807,
the U.S. oil companies operating in
foreign countries were accumulating
large amounts of unused foreign tax
credits attributable to foreign oil and gas
extraction activities. Under section 904,
the oil companies could only use foreign
taxes as credits aganst their U.S. tax
liability to the extent of the U.S. tax
computed on foreign-source taxable
mcome,. In 1974, the Treasury
Department estimated that the excess
credits generated 1n that year might
exceed $16 billion. H. Rept. No. 93-1502,
93d Cong., 2d Sess. 62 (1974). These
excess credits were attributable to a
number of reasons explained below.

The foreign countries imposing the
taxes retamed the nghts to the oil in the
ground. The sovereign could demand a
royalty payment, impose an income tax,
or collect royalties and taxes. When
U.S. corporations began their foreign oil
operations, they usually paid the
sovereign only a royalty because there
frequently was no general income tax
system in producing countries. When the
sovereigns later sought to increase thewr
revenue, they structured income tax
systems. The foreign income taxes grew
while the royalty payments remained
relatively modest. The U.S. oil
compames would be 1n better after-tax
positions with higher foreign income
taxes as contrasted with higher
royalties, since the former are creditable
agamnst U.S. taxes while the latter are
only deductible 1n arriving at the U.S.
tax base, Since foreign governments
acted as sovereigns 1n 1mposing taxes
and as proprietors 1n collecting
royalties, what producers claimed as
creditable income taxes may have been
1n fact deductible royalties.

Another reson for excess credits was
the existence 1n oil producing countries
of stated tax rates 1n excess of the U.S.
tax rates, Furthermore, besides
increasing their stated tax rates, some
foreign countries found ways to increase
the effective tax rates by increasing the
mcome base under foreign law upon
which the stated foreign tax rate
applied. The producing country could
limit deductions that are allowed 1n the
United States and they could overstate
the gross mcome of the oil companies by
basing the tax on an artificially high
posted or tax reference price rather than
the market price.

Because of the reasons above, the oil
compames were left with excess credits

they could not use. Some oil compames
therefore found it desirable to acquire
other lines of low-taxed foreign
enterprises wholly unrelated to the
production or distribution of oil and gas.

Technical Explanation

Prior to TEFRA, section 607 handled
the two problems noted above—the
existence of excess credits and their use
against the U.S. tax on foreign income
from activities unrelated to oil and gas—
1n two primary ways that are explained
below. Section 807, as added to the
Code by the Tax Reduction Act of 1875
(1875 Act), was amended by the Tax
Reform Act of 1976 (1976 Act) and tha
Revenue Act of 1978.

1975 Act

Section 907(a) reduces otherwise
creditable foreign income taxes imposad
on “foreiga oil and gas extraction
mcome” to a certain precentage of this
income. The applicable percentages are
52.8 and 50.4 for taxable years ending 1n
1975 and 1976, respectively. Under the
1975 Act, the applicable percentage for
years ending after 1976 was 50. Section
807{c)(1) defines foreign oil and gas
extraction mcome as foreign-source
taxable mncome denved from the
extraction of mmnerals from oil or gas
wells or the sale or exchange of assets
used 1n that activity.

Section 807(b) creates a separate
section 904 limitation for “foraign oil
related mncome™ Section 807(c)(2)
defines foreizn oil related income to
wnclude extraction imncome as well as
foreign-source taxable mcome froma
“downstream” trade or business, such
as the processing of mnerals from oil or
gas wells into primary preducts,
marketing and transporting the mnerals
or pnmary products, or the selling or
exchanging of assets used 1n these
trades or busmnesses.

Section 807(a) applies before section
807(b). To summanize, section 907(a)
1nitially reduces creditable foreign oil
and gas extraction taxes to a certan
percentage of the foreign oil and gas
extraction ncome. Section 907(b), on the
other hand, 1n essence then provides
that the extraction taxes as reduced by
section 807(a) along with the creditable
taxes on the income from downstream
trades or busmesses can only be used
under section 904 to reduce the U.S. tax
on foreign oil related mcome. Szction
807(a) does not reduce the creditable
foreign taxes imposed on the ncome
from downstream trades or businesses.

Section 207(c){3) mncludes dividends
(including deemed dividends) and
interest from a foreign corporation m the
definitions of foreign oil related income
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and foreign oil and gas extraction
income if the taxpayer could be deemed
to pay the corporation's foreign taxes
under sections 802 or 960 (Subpart F).
Also included 1n the definitions are
foreign-source dividends from a
domestic corporation and a taxpayer's
distributive share of partnership income.
However, interest from a foreign
corporation and dividends from a
domestic corporation can only be oil
related income in applying section
907(b) and not extraction income mn
applying section 907(a).

Section 907(c)(4) mn essence provides
that extraction losses from sources
one foreign country are not offset
against extraction imncome earned m
other foreign countries 1n applying
section 807(a). However, those losses do
reduce foreign oil related mcome m
applying section 907(b).

Section 907(d) provides that mn
determining foreign oil and gas
extraction income the fair market value
of oil or gas s to be used if the oil 1s
disposed of, or 1s acquired other than
from a foreign country, at a posted price
or other pricing arrangement which
differs from that value.

Section 907(e) 1s a transitional rule
that serves two functions. First, it limits
the carryover of unused foreign taxes
from pre-effective date (pre-1975) years
to post-effective date years by assuming
that section 907(a) was 1n effect in the
pre-1975 years. This agsumption does
not affect the credits claimed 1n the pre-
1975 years. Second, section 807 divides
the carryovers that remain between
foreign oil related income and other
foreign-source mcome for purposes of
applying the separate section 904
limitations in the post-effective date
years.

1976 Act

Section 1035 of the 1976 Act made
three amendments to section 907 The
first reduced the section 907(a)
limitation percentage that would have
applied to post-1976 years by two
percentage points {Z.e., from 50 to 48).

The second amendment added section
907(f) which generally provides that
unused foreign extraction taxes
represented by the two percentage point
reduction 1n the section 907(a) limitation
percentage may be carried back or over
1n certain circumstances. Briefly, a
taxpayer may only carry those unused
foreign extraction taxes to another year
in which the foreign extraction taxes
paid are less than that other year’s
section 907(a) limitation level and 1n
which the foreign oil related taxes paid
are less than the U.S. tax on foreign oil
related income (excess limitation tnder
gection 904).

The third amendment added section
907 (c)(5) which defined foreign
extraction taxes as otherwise creditable
taxes paid or accrued (or deemed to
have been paid under sectibns 802 or
960) with respect to foreign oil and gas _
extraction mcome or foreign oil and gas
extraction loss.

1978 Act

The 1978 Act reduced the limitation
percentage under section 907(a) from 48
to 46. The change applies to taxable
years beginming after December 31, 1978,
and was necessary to-conform section
907(a) to the effective date of a
reduction in the maximum corporate tax
rate.

TEFRA~—Separate Document

Section 211 of TEFRA amended
section 907 i a number of ways.
Generally, for taxable years beginmng
after December 31, 1982, TEFRA
repealed both the separate section 904
limitation for foreign oil related mmcome

!

-m section 207(b) and the per-country

loss rule mn section 807(c)(4). It added,
however, a rule (sunilar to section
904{f)) for the re-sourcing of extraction
mcome as other foreign-source mncome
to “recapture” an overall foreign
extraction loss. TEFRA also added
certain transitional rules for the
carryover and carryback of unused
foreign tax credits and dropped the 2-
percent limitation that previously
applied under section 907(f).

In addition, TEFRA modified the
definition of foreign oil related income
1 section 907(c)(2) so that it no longer
mcludes extraction mcome but now
specifically includes the performance of
any related service. Nonextraction oil
related mcome may also be “Subpart F
mcome”

The final regulations do not apply to
taxable years for which the changes
made by TEFRA apply. Regulations for
those years reflecting those changes will
be proposed 1n a separate document.

Individuals

The final regulations contain general
rules that will apply to individuals.
However, they do not contain other
rules that apply exclusively to
mdividuals because the Treasury
believes that these rules follow directly
from the statute.

Explanation of Changes

The Treasury made a number of
changes 1n the proposed regulations in
response to public comments.

The more important changes in the
proposed regulations are discussed
below. Furthermore, the reasons for not

making certam other suggested changes
are also discussed below.

Year of Use Rule

Proposed § 1.907(b)-2(d) reduced the
carryover of unused foreign oil related
income taxes by splitting the carryover
mnto its component parts, ..e., the unused
extraction tax and unused nonextraction
tax elements, and by applying to the
unused extraction tax the lower
limitation percentage of section 907(a)
for the year to which the taxes were to
be carned and used. The rule would
have applied to unused taxes arising in
post-1974 years and also to those arsing
1n pre-1975 years which are subject to
the transitional rules in section 907(e)
(proposed § 1.907(e)-1(a)). The final
regulations elimmnate the rule and, with
it, a major source of regulations’
complexity.

Amount of Extraction Income

Proposed § 1.907(c)-1(b)(1) calculated
foreign oil and gas extraction income as
the gross income from the property
within the meanng of § 1.613-3(a) less
certain deductions. Encompassed within
the reference to § 1.613-3(a) 1s the
notion of the representative market or
field price 1n the immediate vicinity of
the well. Commentators pointed out that
the determnation of the representative
market or field price 18 difficult in
foreign oil and gas operations because
of a lack of comparable sales in the
immediate vicinity of the well.
Taxpayers urged the Treasury to
provide a facts and circumstances test
and they also requested the use of
various formulas, such the proportionate
profits and rate of return methods, in
applying this test to determme the
wellhead price.

In foreign oil operations, the foreign
government usually retains the
ownership of the oil or gas in the
ground. The foreign sovereign usually
grants a concession to an oil company
giving the latter the night to extract and
export the crude oil. Frequently, the
producing country will retain a share of
the crude oil that 1s extracted. In some
cases, the oil company that is granted
the concession will purchase this
“nonequity” oil from the foreign
government while in other cases the
foreign government will sell the oil to
other oil compames. When the crude oil
18 extracted,.the mineral usually has to
be transported some distance through
pipelines to a tank farm or a port before
it can be sold, refined, or loaded onto

- tankers for export. The facilities beyond
the wellhead are usually owned by the
oil company. This pattern of operations
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raises the following questions and
considerations.

First, the foreign government usually
establishes a posted price for the equity
oil for purposes of computing the taxes
to be paid to the sovereign. This price 1s
usually a port price, not a wellhead
price, and it may or may not be
comparable to the “fair market value” of
the oil at the port. Section 807(c) (1) and
(2} require a distinction between the
foreign oil and gas extraction income
and the foreign income from the
transportation of the oil through the oil
company'’s pipeline, r.e.,, a downstream
activity. The question becomes what, if
any, value 1s added to the crude oil
beyond the wellhead in the particular
producing country.

Second, the oil compames not only
pay taxes on the basis of a port price for
equity oil, but also may pay royalties to
the foreign government on the very same
basis. If any significant value 1s added
to the crude oil in the producing country
beyond the wellhead because of
transportation through the oil company’s
pipeline or other factors, it 1s surprising
that a part of this added value has to be
paid back to the foreign sovereign 1n the
form of increased royalties.

Thurd, the oil company with the
concession may buy a significant part of
the foreign sovereign's nonequity oil.
The government sets the price and
again, the price 1s usually a port price.
The price may directly or indirectly
reflect some fee for the use of the oil
company’s facilities 1 lifting the oil and
transporting it to the port pnor to its
purchase. However, that fee may, or
may not, be an arm’s-length amount.

Finally, fair market value may differ
from a representative market or field
price 1n certamn cases, at least in the
domestic context. The proposed
regulations mcorrectly assumed that the
representative price would be the same
as fair market value 1n foreign
operations. The reason for the use of a
representative price rather than fair
market value in domestic contexts 1s to
protect independent producers. {See
United States v. Cannelton Sevver Pipe
Co., 364 U.S. 76, 87 (1950)). This reason
simply does not exist in foreign oil and
gas operations.

The final regulations rely on the fair
market value of the oil or gas in the
unmediate vicinity of the well to
determine the gross mcome from
extraction. This reliance 1s consistent
with complimentary provisions, such as
section 807(d) and section 801(f) which
was also added to the Code by section
601 of the 1975 Act (89 Stat. 57).
Moreover, the determunation of fair
market value necessarily results n the
case-by-case analysis that was

requested by commentators. In some
cases, analysis of the arrangements
associated with the producer's
extracting, transporting, and later
purchasing of the host country's
nonequity oil could provide a
reasonable basis for reachung fair
market value at the wellhead. In other
cases, the fair market value could be
negotiated on audit. This flexibility
seems to be the only way to protect the
mterests of both the Government and
taxpayers and, perhaps, 18 the most that
can be done 1n this area. Resolution of
the valuation 1ssue wn Buffalo Tool & Die
Mjfg. Co. (74 T.C. 441, 451 (1930)) seemed
“more properly suited for the sive and
take of the settlement process than
adjudication.” The valuation 1ssues in
this particular area also seem suited for
resolution through the settlement
process.

Trading Income

Other commentators pointed out that
extraction mcome should include
trading income and they objected to the
rule (proposed § 1.907(c)-{1){b})(5)) that
extraction income does not include
mncome derived 1n a transaction 1n
which the foreign income taxes would
not be creditable under section 801(f).
This rule has not been changed.
Charactenzing trading as an extraction
activity would be inconsistent with
section 207(c)(2)(D) which clearly
mdicates that taxable mncome from the
distribution of oil or gas primary
products i5 foreign oil related income
and not foreign oil and gas extraction
mcome. Furthermore, setion 901(f)
applies only if a person does not have
an economic iiterest in the minerals and
was added to the Cade to disallow
foreign tax credits 1n cases vrhere, after
nationalization of oil operations in
various foreign countries, the oil
companies no longer extract their o
crude oil but instead purchase and sell
crude oil. After nationalization, the oil
companies cease to be producers. See,
H. Rept. No. 92-120, 83th Cong., 1st Sess.
69 {1975), and 121 Cong. Rec. 8920
(March 26, 1975).

Taxes

Proposed § 1.807(c}-{3)(2) (1) and (2)
relied on rules 1n § 1.801-3(a)(2})(i) to
determne foreign oil related and foreign
extraction taxes. Commentators argued
that these rules produced distorted
results 1n many cases whera it1s
necessary under sections 907 and €34 to
distingwsh between foreign oil and gas
extraction mncome, foreign oil related
mncome other than extraction income,
and other foreign-source income. They
claim that the rule was unworkable
where the tax rates for different

categones of income were not the same,
where there 1s a loss 1n any of the
relevent categores, or where the foreign
tax was determined on the basis of 2
posted price. Moreover, the proposed
regulations, it was argued, neither
specified whether the extraction taxes
or foreign oil related taxes should be
computed first nor sugzested a method
to apportion the foreign taxes between
the exraction and other foreign oil
related categories. The commentators
urged that the taxes be charactenzed
and apportioned on the basis of the
relative amounts of taxable income, as
determuned under U.S. standards, mn the
vandus categones of income.

The final regulations clarify the
charactenzation of taxes in number of
ways. First, mncreased foreign taxes that
are paid or accrued by reason of the use
of a posted price 1n excess of a market
price are n effect charactenzed as
extraction taxes. The Treasury balieves
that thus rule follows from both the
language and the ntent of section
807(d). The excess posted price1s {or at
least was) a part of the income base
upon which the foreign country levied
taxes which, of necessity, have to be
charactenzed in applying section 507
under U.S. law. The exastence of the
posted price system was one of the
major reasons for the exastence of
excess credits which section 807(a) was
designed to limit. See H.R. Rep. No. 93—
1502, 93d Cong., 2d Sess. 60-65 (1974).

Second, the characterization and
apportionment of taxes among the
classes of foreign-source income 1s to be
made without regard to the amount of
U.S. taxable mcome 1n each class. Any
other rule would ignore the difference
between the foreign tax base and the
U.S. tax base, another difference which
the Congress considered may have
contributed at least in part to the excess
credits which section 807 was mtended
to limit. (See H.R. Rep. No. 93-1502,
sugra, at 61-62). Furthermore, any other
rule would 1gnore section 807(c)(5)
which clearly mndicates that'a taxpayer
can pay or accrue extraction taxes even
thoush it has an extraction loss under
U.S. law.

Thurd, if foreign law taxes what the
United States charactenzes as foreizn
oil and gas extraction ncome and
forexan oil related income other than
extraction income (other oil related
income) under separate tax bases; the
taxes v:ill be charactenzed m
accordance with the separate foreign
tax bases. If foreign law treats these two
classes of income as 1n a single tax
base, then the charactenzation of the
foreign gross imncome base as extraction
or other oil-related income will Ge
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governed by general principles of U.S.
tax law.

Fourth and last, the final regulations
clarify the tax allocation 1n cases where
there 1s a non-oil loss that reduces under
foreign law and foreign oil related taxes
or where foreign law imposes on various
classes of income a single income tax
under a progressive system.

Income Definitions

Some commentators suggested that
income which 15 mncidental 1n nature or
amount (sale of tires, batteries and
repair services by a service station, for
example) to the conduct of the trades or
busmesses described 1n section 907(c)
(1) or (2) be considered extraction or oil
related income. Another commentator
suggested that the separate section 904
limitation for oil related income under
section 907(b) should not apply to a
taxpayer that had substantial oil-related
imncome but only de minimus extraction
mcome. The Treasury Department does
not have the authority under section
907(c) (1) or (2) to adopt these
suggestions.

Other commentators suggested that
mgome which s directly related to
activities 1n section 907(c) (1) or (2)
should be extraction or oil related
icome. The final regulations reserve
part of § 1.907(c)~1 that would classify
certain “directly related income” as
extraction or oil related income. The
rules that are reserved are set outn a
notice of proposed rulemaking 1n the
Proposed Rules Section of this 1ssue of
the Federal Register. The proposed rules
relate to service mncome and certain
“passive” income (such as interest or
rents). -

Sale of Stock

Many taxpayers objected to the rule
in proposed § 1.907(c)-1(d)(2) that
prohibited gain (other than section 1248
gain) on the sale or exchange of stock
from inclusion 1n foreign oil and gas
extraction income and foreign oil related
income. Commentators urged that the
regulations provide that gain on stock
dispositions are includible under the
*look-through” rule in section 807(c)(3)
which generally characterizes certain
dividends and interest as extraction
mcome or oil related income and 1n
effect treats the owners of an entity as if
they conduct the activities that the
entity actually conducts. Taxpayers
argued that section 907(c)(3) 1s not an
exclusive list and, they contended, the
provision avoids discrimination
between taxpayers that carry on the
relevant activities through branches of
domestic corporations on the one hand
or through foreign subsidiaries on the
other hand. Alternatively, commentators

urged that the regulations nterpret the
term “assets used by the taxpayer in the
trade or business” of extraction or oil
related activities as embracing stock.
See section 907(c)(1){B) and (c)(2)(E).

The Treasury Department does not
believe that section 907(c)(3) mncludes
gam from a stock disposition in
extraction or oil related income. While
dividends from a foreign corporation
may be extraction or oil related income,
interest from the same corporation may
only be oil related 1ncome under section
907(c)(3). Moreover, dividertds from
domestic corporations may be oil
related, but not extraction, income and
mterest from such a corporation 1s
neither oil related nor extraction
mcome. Thus, section 907(c)(3)
distinguishes between a taxpayer that
conducts its activities through a
domestic subsidiary and one conducting
its activities through a foreign
subsidiary. Furthermore, if the Treasury
were to include gam on a stock
disposition 1 section 907(c)(3), could the
gam be both extraction income and oil
related mcome, or could it only be oil
related income? Would the
characterization of gain on the
disposition of stock in a domestic or
foreign corporation be the same or
would the Treasury be forced to create
distinctions similar to those drawn by
section 907(c)(3) 1n the case of other
types of income realized by the
shareholders of domestic or foreign
corporations? These distinctions and
questions are legislative, and riot
regulatory. Had Congress intended to
include 1n oil related or extraction
income under section 907(c)(3} gain on
the sale or exchange of stock 1n any
corporation, it would have done so.
Compare section 907(c)(3) with section
954(f}(1), which relates to forejgn base
company shipping income and which
was also added by the 1975 Act.

The analysis 18 different for stock

which 18 exclusively a “business” asset
(V.e., not a capital asset). Such stock

could be an asset used by a taxpayer
under section 907(c)(1)(B) or {c)(2)(E).
The pattern of section 907(c} suggests
that this interpretation 1s correct and, if
gain on a stock disposition 1s includible,
it would be under section 907(c) (1) or
).

Finally, losses on stock dispositions
will be allocated to and reduce the same
class of income (extraction, oil related,
or other mmcome) which would be
increased if the stock disposition
produced a gain.

Carrybacks to Pre-1975 Years

Proposed § 1.907(e}-1(c) prohibits the
carryback of unused foreign oil related
taxes to taxable years ending before

January 1, 1975. One commentator
objected to this rule but the final
regulations retain it.

The rule itself follows from the
creation of a separate section 904
limitation for foreign oil related income,
e, unused foreign oil related taxes may
not reduce an excess limitation on
mcome other than foreign oil rolated
come. It 15 not clear whether the
unused taxes would be determined
without regard to section 907(a),
whether the amount of unused oil
related taxes which could be carried
back would be determined with or
without regard to the creation by
section 907(b) of the separate section
904 limitation for foreign oil related
ncome or, more importantly, whether
one should assume that section 907(b)
was 1n effect 1n pre-effective date years
to which unused taxes are carned. See
the transitional rule for carryovers
under section 907(e) (1) and (2), the
transitional rules for carrybacks under
section 904(f}(4) (as 1n effect on the day
before the enactment of the 1976 Act). In
the absence of a statute, the Treasury
declines to fashion a transitional rule
for carrybacks and, 1n any event,
believes it has no authority to do so.

Interest From Foreign Corporations

Section 807(c)(3)(A) 1n effect providas
that interest paid by a foreign
corporation may be foreign oil related
mcome if the corporation 15 one whose
foreign income taxes {paid or deemed
paid would be deemed paid by the
“taxpayer” under section 902. Section
907(c)(3)(A) also applies to dividends
from a foreign corporation but the
dividends can be extraction or oil
related income. Although a foreign
corporation is not necessarily a
“taxpayer”, it 1s necessary to classify
the income a