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July 16, 1980

Highlights

47731

47654

ATTT7

47675

47677

A7777

Grant Programs—Health HHS/HSA announces
that applications are now being accepted for FY
1980 grants for workshops, conferences or institutes
relating to Maternal and Child Health and Crippled
Children's Services; apply by 8-15-80

Grant Programs—Farm Labor Housing USDA/
FmHA amends policies, procedures, and authorities
regarding loan and grant programs; effective
7-16-80; comments by 9-15-80

Income Taxes Treasury/IRS provides notice of
availability of application packages for the 1981 Tax
Counseling for the Elderly program

Income Taxes Treasury/IRS provides final rules
relating to exception for certain pension plans
funded by insurance contracts from minimum
funding stendards

Forelgn Relations Treasury/FS updates
references to foreign assets control regulations by
deleting references to Zimbabwe and China and by
adding references to Iran; effective 7-8-80

imports Trade extends marketing agreements
regarding color television receivers and
subassemblies thereof from Taiwan and the
Republic of Korea

CONTIHUED IRSIDE
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FEDERAL REGISTER Published daily, Monday through Friday,
(not published on Saturdays, Sufidays, or on official holidays),
by the Office of the Féderal Régister, .National Archives and
Records Service, General’ S‘ervices,;\A'anifys‘tration, Washington;
D.C. 20408, under the Federal Register- Act’ (49'Stat. 500, as
amended; 44 US.C, Ch. 15) dnd 'the Tegulations of the
Administrative: Commiittee’ of the-Federal Regis‘te1; (1 CFR Ch. I).
Distribution 1s! made only by (ghe?Supdgnntendgng of Documents,
U.S. Governmernit-Printing'Office, :Washington, D.C. 20402.

The Federal Registe\r provides &f'unifor_gn‘ system, for mdking
available to the public regulatigis;afid-legal ngtices 1ssued by
Federal agencies. These clide” Presidential “proclamations and
Execu}ive Orders and Federal-agency dofuments having general
applicability and legal effect; documents required to be
published by Act of Congress and other Federal agency
documents of public mterest. Documents are on file for public
mspection n the Office of the Federal Register the day before
they are published, unless earlier filing 1s requested by the
1ssuIng agency.

The Federal Register will be furmshed by mail to subscribers,
free of postage, for $75.00 per year, or $45.00 for six months,
payable in advance. The charge for individual copies 1s $1.00
for each 1ssue, or $1.00 for each group of pages as actually
bound, Remit check or money order; made payable to the
Supenintendent of Documents, U.S. Government Printing Office,
Washington, D.C. 20402, B

There are no restrictions on the republication of matenal
appeaning in the Federal Register.

Questions and requests for specific information may be directed

to the telephone numbers listed under INFORMATION AND
ASSISTANCE in the READER AIDS section of this issue.
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47727
47814

47831

Hazardous Wastes EPA issues rule and proposed
rule identifying and listing additional hazardous
wastes; effective 1-16-81; comments by 8-15-80
(Part II of this issue) (2 documents) .

Petroleum Allocation DOE/ERA issues final rule
establishing an allocation level for m&il hauling by
or under contract to Postal Service and by firms in

" the business of transporting goods; effective 8-15-80

Electric Utilittes DOE/FERC proposes to revise
Annual Report for Electric Utilities, Licensees and
Others to eliminate certain elements no longer
needed; comments by 9-8-80

Coal Mining Interior/GS extends comment period
on regulations which delineate functions and
responsibilities for operations on Federal lands;
comments by 7-24-80

Imports ITC issués notice regarding pipes and
tubes of iron or steel from Japan

Government Procurement OMB issues
Supplement No. 1 regarding the Federal
procurement policy concerning energy conservation

Improving Government Regulations NCUA
publishes semiannual agenda of regulations;
effective 6-30-80 °

Exports Commerce/ITA has decided not to
institute formal export monitoring program for
ferrous scrap -

Wildlife Stamp Contest Interior/FWS announces
date and location of the 1980 migratory bird hunting
and conservation stamp contest along with several
changes; effective 7-16-80

Postal Service PS announces numerous
miscellaneous revisions of the Postal Contracting
Manual dealing with mail transportation
contracting; effective 8-15~80

Veterans VA issues final regulations regarding
miscellaneous amendments to medical benefits;
effective 7-7-80

Privacy Act Documents FTC
Sunshine Act Meetings
Separate Parts of This Issue

Part I, EPA
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47689

47653
47653

47693
47692

47730

47674

47698

47717

47717
47718
47718

47719

47814

47720

See also Peace Corps.

"'RULES

National security information program;
implementation; regulations transferred to Peace
Corps

Agricultural Marketing Service
RULES

Avocados and limes grown in Fla.
Potatoes (Irish) grown in Wash.
PROPOSED RULES

Celery grown in Fla.

Onions grown in Idaho and Oreg.

Agriculture Department
See Agricultural Marketing Service; Farmers
Home Administration; Forest Service

Alcohol, Drug Abuse, and Mental Health
Administration

NOTICES

Cooperative agreement with Rutgers University;
Documentation of World Scientific Alcohol
Literature program financial assistance

Civil Aeronautics Board

RULES

Trade agreements; CFR Part removed

PROPOSED RULES

Procedural regulations:
Merger applications {Section 408); information
reguirements

NOTICES

Hearings, etc.:
Northeast/Ohio Valley-Florida show-cause
proceeding

Civii Rights Commission

NOTICES

Meetings; State advisory committees:
Massachusetts (2 documents)
Vermont )
‘Washington

Commerce Department
See also International Trade Administration;
National Oceanic and Atmospheric Administration.
NOTICES
Meetings:

Commerce Technical Advisory Board

Commodity Futures Trading Commission
NOTICES
Meetings; Sunshine Act

- Delaware River Basin Commission

NOTICES
Comprehensive plan, water supply and sewage
treatment plant projects; hearings

47671

47783

47785

47782

47783

47720

47811

47782
47782

47682
47832

47835

47726

47725

47721

RULES
Petroleum allocation and price regulations:
Motor gasoline allocation; mail hauling,
assignments and adjustments to firms
NOTICES
Consent orders:
Qil California Exploration
Vallecitos Oil Co.
Motor gasoline; multiple allocation fractions;
applications, etc.:
Delta Petroleum Corp.
Powerplant and industrial fuel use; prohibition
orders, exemption requests, etc.:
Puget Sound Power & Light Co.; hearing

Education Department

HOTICES

Meetings:
Education of Disadvantaged Children National
Advisory Council

Energy Department
See also Economic Regulatory Administration;
Federal Energy Regulatory Commission.
NOTICES
Environmental statements; availability, etc.:
Bonanza, Utah et al.; surface oil shale retorting
processes
Inlernational atomic energy agreements; civil uses;
subsequent arrangements:
European Atomic Energy Community
Japan et al.

Environmental Protection Agency
RULES
Air quality implementation plans, approval and -
promulgation; various States, etc:
Colorado
Waste management, solid:
Hazardous waste; identification and listing; final
and interim rules, and request for comments

PROPOSED RULES

Waste management, solid:
Hazardous waste; identification and listing;
additions

NOTICES

Air pollution; standards of performance for new

stationary sources:
Schiller Station Power Plant of New Hampshire;
applicability determination

Air programs; fuel and fuel additives:
Conservation Consultants of New England, Inc.;
waiver application; withdrawal -

Environmental statements, availability, etc.:
Agency statements; review and comment
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Farmers Home Administration PROPOSED RULES .
RULES Endangered and thrgatened species:
Rural housing loans and grants: 47715 Huﬁ‘i%g‘:g dt‘g;lﬁi‘nvg“thdmwal
47654 Farm labor housing policies, procedures, and 1 Ing: . te
. authorizations; regillz)ations ar?d request for 47716  Las Vegas National Wildlife Refuge, N. Mex., ot
comments ‘ al.
Federal Communications COmmlssion Forest Service
NOTICES . NOTICES
47814 Meetings; Sunshine Act Meetings:
Federal Energy Regulatory Commission 47717  Coronado National Forest Grazing Advisory
Board
PROPOSED RIULES
Electric utilities: ) X )
47705 Annual reports (Form No. 1 class A and B); RGueLrét;ral Services Administration
elimination of unnecessary data requu'ements Procurement:
;flc:;;izs et 47685  Commerical organizations; contract cost/
47806 Alabama Electric Cooperative p rinciples
47806 _ Kansas Gas & Electric Co. ‘
47807 Mississippi River Transmission Corp. Geological Survey
47807 Natural Gas Pipeline Co. of America PROPOSED RULES .
47808  Panbandle Eastern Pipe Line Co. 47712 Coal mining operating rules; extension of time,
47808  Panhandle Eastern Pipe Line Co, et al. NOTICES
47809 Texas Gas Transmissior} Cox:p. {2 documents) ?;;f;@;’;“ﬁggg?},gﬁigt gﬂdggfégsgleg%}ll:;a'
47810 E;iﬁf;:gg;‘ental Gas Pipe Line Corp. (2 47733 Amoco Production Co.
47810 United Gas Pipe Lme Co. . ) 3;;32 g:;glog;" %% iI\nc.
47811 Valero Transmission Co. 47732 Shell Oil é o e
47816 Meetings; Sunshine Act (2 documents] q . .
Natural Gas Policy Act of 1978: s :;;gg gggigoln%d Exploration & Production
47786,  Jurisdictional agency determinations (2 ' t
47795  documents) Health, Education, and Welfare Department .
Federal Maritime Commission See Education Department; Health and Human
NOTICES Services Department.
Complaints filed: . . .
47727 Luigi Serra, Inc. - Health and Human Services Department
Environmental statements; availability, etc.: See also Alcohol, Drug Abuse, and Mental Health
47726  Japan Line, Ltd,, et al.; container yard lease with Administration; Health Services Administration.
Port of Seattle . NOTICES
47726 Shippers Stevedoring Co. et al,; land lease for 47729 Senior Executive Service Performance Review
stevedoring and general warehousing operations - Board; membership
with Bethlehem Steel Corp. )
Federal Procurement Policy Office . : I:eTallth Services Administration
NOTICES OTICES
Federal Procurement Regulations, Defense Committees; estabhshment renewals, terminations,
o e < pe ' : tc.:
Acquisition Regulation, etc.: e . .
47772 Energy conservation (Policy Letter 76-1) . 47731 Matgmal and (}}nld Health Research Grants
- Review Committee .
Federal Trade Commission Grants; availability, etc.:
RULES i 47731 Maternal and Child health and crippled
Prohibited trade practices: : . children’s services project
47674 Bob Rice Ford, Inc,, et al.” . -
PROPOSED RULES Historic Preservation, Advisory Council
47705 Food advertising; voluntary or regulatory action; NOTICES
request for comments and proposals; extensxon of 47731 Meetings
time -
NOTICES Interior Department
47727 Privacy Act; systems of records See Fish and Wildlife Service; Geological Survey;
Land Management Bureau; National Park Service;
:Ls'_:? Service , Surface Mining Office, Water and Power Resourco
47677 Zimbabwe, China, and Iran; removals and Service.
additions from list of restricted countries
) Internal Revenue Service
Fish and w:ldhfe Service RULES
RULES ? s Income taxes:
47689 47675 Pension plans funded by insurance contracts;

Migratory bird hunting and conservation stamp
contest .

exception from minimum funding standards

~
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47778

47777

47701

47718

47718
47718

47763
47768

47769,
47770
47763
47769

47769
47769

47734

47735,
47761
47736

47732

47964

47690

47719

NOTICES

Authority delegations:
Internal Security Division, Assistant
Commissioner and Director, et al.; issuance of
summonses, administer oaths, etc.

Elderly, tax counseling program for; application

packages, availability

International Trade Administration
PROPOSED RULES

Export monitoring and short supply controls;
petition receipts, hearings, etc.:

Ferrous scrap
NOTICES
Antidumping:

Industrial electric motors from Japan
Countervailing duty petitions and preliminary
determinations:

Carbon steel products from Belgium etc.
Export privileges, actions affecting:

Poeschl, Otto, et al.

International Trade Commission
NOTICES
Import investigations:
Airtight, case iron stoves
~ Coin operated audio visual games and
advertisement brochures
Food slicers and components (3 documents)

Hams and pork shoulders (canned} from
European communities

Pipes and tubes of iron or steel from Japan
Shell brim hats )
Tomato products from European Community

Interstate Commerce Commission

NOTICES

Motor carriers:
Agricultural cooperative transportation; filing
notices
Finance applications (2 documents)

Temporary authority applications

Land Management Bureau
NOTICES
Meetings:

Multiple Use Advisory Council

Management and Budget Office
See Federal Procurement Policy Office.

National Credit Union Administration

PROPOSED RULES

Improving Government regulations:
Regulatory agenda

National Oceanic and Atmospheric

Administration

RULES

Fishery conservation and management:
Alaska salmon; emergency regulations

NOTICES

Marine mammal permit applications, etc.:
Dolfinarium Harderwijk BV

47734

47816

A7674

47710

A7773

47816

47681

47774

47775

47816

47773,
ATTT74

A7773
A7775

A7775
47776
A7776
47776
47777

47712
47713

47777

National Park Service

NOTICES

Meetings:
Santa Monica Mountains National Recreation
Area Advisory Commission

Nuclear Regulatory Commission
NOTICES
Meetings; Sunshine Act

Peace Corps

RULES ,

National security information program;
implementation; regulations transferred from .
ACTION

PROPOSED RULES
National security information program;
implementation .

Postal Rate Commission
NOTICES
Mail classification schedules:
Basic reform schedule; conference
Meelings; Sunshine Act

Postal Service

RULES

Procurement of property and services:
Postal Contracting Manual; mail transportation
confracting

Securitles and Exchange Commission
NOTICES
Hearings, etc.:
New England Electric System et al.
Sundance Gold Mining & Exploration, Inc.
Meetings; Sunshine Act
Self-regulatory organizations; proposed rule
changes:
Midwest Stock Exchange, Inc. (2 documents)

Self-regulatory organizations; unlisted trading
privileges:

Boston Stock Exchange, Inc.

Philadelphia Stock Exchange

Small Business Administration
NOTICES
Applications, etc.:
Maine Capital Corp.
Omega Delta Investment Co., Inc.
Positive Enterprises, Inc.
Seafirst Capital Corp.
Sun Capital Corp.

Surface Mining Office

PROPOSED RULES

Permanent program submission; various States:
Missouri; public disclosure of comments
Missouri; reopening of comment period

Trade Representative, Office of United States

NOTICES

Import quotas: -
Color television receivers and subassemblies
from Taiwan and Korea
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VI
Treasury Department’ . DELAWARE RIVER BASIN COMMISSION:
See Fiscal Service; Internal Revenue Service, 47720 Applications for approval of projects as
) amendments-to Comprehensive: Plan, 7-23-80
Veterans: Administration POSTAL RATE COMMISSION
RULES 47773 Basic Mail Classification Reform Schedule, 1976,
Legal services, General Counsel: 8-27-80. 1
47678 Representatives, agents or attorneys of
. claimants; termination of recognition CHANGED HEARING
Medical benefits:

47679 Outpatient medical services to U.S. Veterans for COMMERCE DEPARTMENT
nonservice~connected conditions in Philippines; International Trade: Administration—
monthly in monthly income for domiciliary care 47719 Antidumping investigation of certaimr industrial
determinations; dental care, etc. electric motors from Japan, 7-23-80:

NOTICES
Envirommental statements; availability, etc.:
47779 _Bath, N.Y.; 208 bed domiciliary
47782 “Tampa, Fla 120 bed nursing home care unit
Water and Power Resources Service
NOTICES
Contract negotiations:
47734 Truckee-Carson Irrigation District

MEETINGS ANNOUNCED IN THIS ISSUE

47717

47717
47717
47718
47718

47719
47720

47811

47731

47732

47734

AGRICULTURE DEPARTMENT"
Forest Service—

Coronado National Forest Grazing Advisory Board,
9-16-80 .

‘CIVIL RIGHTS COMMISSION

Massachusetts Advisory Committee, 8-8-80
Massachusetts Advisary Committee, 9-15-80
Vermont Advisory: Committee, 8-8-80
Washington Advisory: Committee, 7-29-80.

-

.COMMERCE DEPARTMENT

Office of the Secretary—

Commerce Technical Advisory Board, 7-31 and:
8-1-80 '

EDUCATION DEPARTMENT
Education of Disadvantaged Children. National
Advisory Council, 8-12, 8-15 and 8-29-80

ENERGY DEPARTMENT"

Environmental Impact Statement regardmg surface
oil shale retorting processes in Colorado and Utah,
scoping meetings, 8-6.through 8-8-80..

HISTORIC PRESERVATION. ADVISORY COUNCIL
Meetings, 8-6 and 8-7-80

INTERIOR DEPARTMENT

Land Management Bureau—

Multiple Use Advisory Council, 8-14-80

National Park Service—

Santa Monica Mountains National Recreation Area
Advisory Commission, 7-23-80*

HEARINGS

47783

ENERGY DEPARTMENT
Economic Regulatory Commission—
Puget Sound Power & Light Co:, 8-18-80.
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Rules and Regulations

Federal Register
Vol. 45, No. 138

Wednesday, July 18, 1980

This section of the FEDERAL REGISTER
contains regulatory documents having
general applicability and legal effect, most
of which are keyed to and codified in
the Code of Federal Regulations, which is
published under 50 fitles pursuant to 44
U.S.C. 1510.

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

DEPARTMENT OF AGRICULTURE
‘Agricultural Marketing Service
7 CFR Parts 911 and 915

Limes Grown in Florida, Avocados
Grown in South Florida; Expenses and
Rates of Assessment

AGENCY: Agricultural Marketing Service,
USDA.

ACTION: Final rule.

SUMMARY: These actions authorize
expenses and rates of assessment for
the 1980-81 fiscal year, to be collected
from handlers to support activities of the
committees which locally administer the
Federal marketing orders covering
Florida limes and avocados, and
redesignate certain provisions under
“Subpart—Rules and Regulations" of
these orders, published in the Code of
Federal Regulations.

EFFECTIVE DATES: The 1980-81 fiscal
year beginning April 1, 1980, and ending
March 31, 1981.

FOR FURTHER INFORMATION CONTACT:
Malvin E. McGaha, Chief, Fruit Branch,
F&V, AMS, USDA, Washington, D.C.
20250 telephone 202-447-5975. The Final
Impact Analysis relative to this final
rule is available on request from the
above named individual.

SUPPLEMENTARY INFORMATION: These
final actions have been reviewed under
USDA procedures established in
Secretary’s Memorandum 1955 to
implement Executive Order 12044, and
have.been classified “not significant.”
This final rule is issued under Marketing
Orders 911 and 915, each as amended (7
CFR Parts 911 and 915), regulating the
handling of limes and avocados grown
in Florida. These agreements and orders
are effective under the Agricultural
Marketing Agreement Act of 1937, as
amended (7 U.S.C. 601-674). These

actions are based upon
recommendations and information
submitted by the committees

established under these marketing
orders, and other available information.
It is found that the expenses and rates of
assessment, as hereinafter provided,
will tend to effectuate the declared
policy of the act. )

These actions were recommended at
public meetings at which all present
could state their views. There is
insufficient time between the date when
information became available upon
which this final rule is based and when
the action must be taken to warrant a
60-day comment period as
recommended in E.O. 12044, and it is
impracticable and conltrary to the public
interest to give preliminary nolice,
engage in public rulemaking, and
postpone the effective date unitl 30 days
after publication in the Federal Register
(5 U.S.C. 553). These orders require that
the rates of assessment for a particular
fiscal year shall apply to all assessable
fruit handled from the beginning of such
year which began April 1, 1980. To
enable the committees to meet fiscal
obligations which are now accruing,
approval of the expenses and
assessment rates is necessary without
delay. It is necessary to effectuate the
declared purposes of the act to make
these regulatory provisions effective as
specified, and handlers have been
apprised of such provisions and the
effective time.

Therefore, new §§ 811.219 (M.O. 911)
and 915.219 (M.O. 915), are added to
read as follows: (§§ 911.219 and 915.219
expire March 31, 1981, and will not be
published in the annual Code of Federal
Regulations). In addition, in 7 CFR Part
911, § 911.204 is redesignated as
§ 911.142; and in 7 CFR Part 915,

§ 915.205 is redesignated as § 915.142.

Marketing Order §11

§911.219 Expenses, rate of assessment,
and carryover of unexpended funds.

(a) Expenses that are reasonable and
likely to be incurred by the Florida Lime
Administrative Committee during fiscal
year April 1, 1980, through March 31,
1981, will amount to $420,000.

{b) The rate of assessment for said
year payable by each handler in
accordance with § 811.41 is fixed at 35
cents per bushel of limes.

(c) Unexpended funds in excess of
expenses incurred during {iscal year

ended March 31, 1980, shall be carried
over as a reserve in accordance with

§ 911.42 and § 911.204 {redesignated as
§ 911.142).

Marketing Order 915

§915219 Expenses and rate of
assessment.

(a) Expenses that are reasonable and
likely to be incurred by the Avocado
Administrative Committee during fiscal
year April 1, 1980, through March 31,
1981, will amount to $300,000.

(b} The rate of assessment for said
year payable by each handler in
accordance with § 915.41 is fixed at 30
cents per bushe! of avocados.

(Secs. 1-19, 48 Stat. 31, as amended; 7 US.C.
0601-674)
Dated: July 10, 1980.
D. S. Kuryloski,
Acting Dirsctor, Fruit and Vegetable Division,
Agricultural Marketing Service.
[FR Doc. 60-21240 Piled 7-15-2G; &4S am}
BILLING CODE 3416-02-M

7 CFR Part 946

Irish Potatoes Grown in Washington;
Approval of Amendment No. 1 to
Handling Regulation

AGENCY: Agricultural Marketing Service,
USDA.

ACTION: Final rule.

SUMMARY: This amendment reduces the
minimum size for Norgold variety
potatoes shipped from Districts 1
through 4 from 2% inches to 2% inches
in diamaeter. It will permit handlers in
these districts to ship a greater quantity
of potatoes of acceptable quality to
retail outlets than would normally be
shipped during such a season of
expected shorter supplies.

EFFECTIVE DATE: July 11, 1980.

FOR FURTHER INFORMATION CONTACT:
Charles W. Porter, Chief, Vegetable
Branch, Fruit and Vegetable Division,
AMS, U.S. Department of Agriculture,
Washington, D.C. 20250. Telephone:
(202) 447-2815.

The final impact statement describing
the options considered in developing
this final rule and the impact of
implementing each option is available
from Mr. Porter.

SUPPLEMENTARY INFORMATION: This
final action has been reviewed under
USDA procedures established in
Secretary’s Memorandum 1955 to
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implement Executive Order 12044, and
has been classified “not significant.”

Marketing Agreement No. 113 and
Order No. 946, both as amended,
regulate the handling of Irish potatoes
grown.in the State of Washington. This
program is effective under the
Agricultural Marketing Agreement Act
of 1937, as amended (7 U.S.C. 601-674).
The State of Washington Potato
Committee, established under the order,
is responsible for its local
administration. '

At an open meeting at Moses Lake,
Washington, on July 8, 1980, the
committee voted to request the minimum
size requirements for Norgold variety
potatoes be reduced from 2% inches to
2% inches in diameter for potatoes
shipped from Districts 1 through 4. This
is the same size requirement in effect for
District No. 5. The fall crop is expected
to be down significantly this season due

at least in part to reduced plantings. The ~

committee believes that reducing the
minimum size requirements by % inch
may increase the quantity of potatoes
available for fresh market sales with no
reduction in overall quality level. This
should help to maintain adequate”
supplies at reasonable prices to
consumers while maintaining an
acceptable quality level at retail outlets.

Findings. After consideration of all
relevant matters, it is found that the
following amendment will tend to
effectuate the declared policy of the ach.

(b) It is hereby further found that it is
1mpract1cable and contrary to the public
interest to give preliminary notice or
engage in public rulemaking procedure,
and that good cause exists for not
postponing the effective date of this
section until 30 days after publication in
the Federal Register (5 U.S.C. 553) in
that (1) to maximize benefits to
producers, this amendment should apply
to as many shipments as possible during
the effective period, (2) compliance with
this amendment will not require any
special preparation on the part of
handlers, {3) information regarding the
committee’s recommendation has been
made available to producers and
handlers in the production area, and (4)
this amendment relieves restrictions on
the handling of production area potatoes
shipped to the fresh market.

The first sentence of paragraph -
(a](z)(u] of Handling regulation (45 FR
42590) is hereby changed to read as
follows:

§946.335 Handling regulation.
* * * * %

(a)(2)(i) * * *

(a)(2)(ii) Long varieties—Norgold
variety grown in Districts 1 through 4
must be 2% inches (54.0mm) minimum

diameter or 5 ounces minimum
weight, * * *
. * * * * %
(Secs. 1-~19, 48 Stat. 31, as amended; 7 U.5.C.
601-674)
Dated July 11, 1980 to become effective July
11, 1980,
D.S. Kuryloski
Deputy Director, Frmt and Vegetable
Division, Agncultural Marketing Service,
[FR Doc. 80-21201 Filed 7-15-80; 8:45 am]
BILLING CODE 3410-02-M

Farmers*Home Administration

7CFR Part 1944 =~ .

[FCDA No. 10.405, Farm Labor Housing
Loans and Grants]

Rural Housing; Farm Labor Housing
(LH) Loan and Grant Policies,
Procedures, and Authorities

AGENCY: Farmers Home Administration,
USDA. .

ACTION: Final rule.

SUMMARY: The Farmers Home

- Administration (FmHA) amends its

regulations regarding Farm Labor
Housing (LH) Loan and Grant programs.
The intended effect of this action is to
(1) remove undue restrictions for use of
the program by individual farmowners
and family farm corporations and
partnerships by restoring the LH
-procedures and policies in effect before
October 15, 1979, for such borrowers, -
~including provision for FmHA State
Office waiver of the LH Loan Agreement
when mdlwdual-type borrowers do not

- receive rental income from the LH unit

and agree to maintain and operate the
LH unit as part of their farm operation;
and (2) incorporate in these regulations
the restrictions on prepayment of LH
loans mandated by the Housing and
Community Development Amendments
of 1979, P.L. 96-153, Sec. 503, 93 Sfat.
1101 (1979). (This restriction in the LH
regulations apphes\only to new
borrowers. FmHA will issue regulations
at a later time concerning prepayment
by existing LH borrowers.) This action is
needed because of an inadvertent
implementation of undue restrictions on
individual farmowners and family farm
corporations and partnerships in the last
revision of the regulations, and because
of subsequent legislation.

EFFECTIVE DATES: Effective July 16, 1980,
FmHA will consider all comments
received on or before September 15,
1980.

ADDRESSES: Submit written comments
in duplicate to the Chief, Directives
Management Branch, Farmers Home
Administration, U.S. Department of

Agriculture, Rdom 6348, Washington,
D.C. 20250. All written comments made
pursuant to this notice will be available
for public inspection at the address

given above,

FOR FURTHER INFORMATION CONTACT:

Mr. John H. Pentecost, Loan Specialist, ~
Multiple Family Housing Special
Authorities Division, Farmers Home
Administration, USDA, Washington, DC

- 20250, (202) 447-7207.

SUPPLEMENTARY INFORMATION: This
final action has been reviewed under
procedures established in Secretary's
Memorandum 1955 to implement
Executive Order 12044, and has been
classified as “not significant”. The
emergency naturd of this action
warrants publication of this final action
without completion of a Final Impact
Statement. A Final Impact Statement
will be developed after public comments
have been received.

OMB Circular A-95 regarding State
and local clearinghouse review of
Federal and Federally-assisted programs
and projects is applicable to projects
funded under this program in

raccordance with FmHA regulations.

Gordon Cavanaugh, Administrator,
FmHA, has determined that an
emergency situation exists which
warrants publication without .
opportunity for a public comment perlod
on this final action because of the undue
difficulty and inappropriate restrictions
inadvertently imposed on individual
farmowners and family farm
corporations and partnerships by
FmHA’s previous revision of its LH
regulations. Further, incorporation of the
prepayment limitations is mandated by
Congress and all potential borrowers
must be aware of the limitations at the
time they make application for a LH
loan.

Further, pursuant to the
administrative procedure provis:ons in§
U.S.C. 558, it is found upon good cause
that notice and other public procedure
with respect to this emergency final
action are impracticable and contrary to
the public interest; and good cause is
found for making this emergency final
action effective less than 30 days after
publication of this document in the
Federal Register. Comments have been
solicited for 60 days after publication of
this document, and this emergency final
action will be scheduled for review so
that a final document discussing
comments received and any
amendments required can be published
in the Federal Register as soon as

{
’

“possible.

Accordingly, 7 CFR Part 1944,
§§ 1944.151-1944.200 are revised and
Exhibits A, A~1, and A-2 are revised as
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follows: (Exhibits A-3 through Iremain
unchanged)

SUBCHAPTER H~PROGRAM
REGULATIONS
-

PART 1944—HOUSING

Subpart D—Farm Labor Housing Loan and
Grant Policies, Procedures and
Authorizations

Sec. -

1944151 Purpose.

1944152 Objective.

1944.153 Delinitions.

1944.154 Responsibility for LH processing
and servicing.

1944.155-1944.156 [Reserved]

1944.157 Eligibility requirements.

1944158 Loan and grant purposes.

1944.158 Rates and terms.

1944.160-1944.162 [Reserved)

1944183 Conditions under which an LH

*  grantmay be made.

1944.164 Limitations and conditions.

1944.165-1944.167 [Reserved]

1944.168 Security requirements.

1944.169 Technical, legal, and other
services.

1944.170 Processing preapplications.

1944171 Preparation of completed loan
and/or grant docket.

1944172 [Reserved]

1944173 Loan and grant approval—
delegation of authority.

1944174 Distribution of loan and/or grant
approval documents.

.1944.175 Actions subsequent to loan and/or

grant approval.

1944176 Loan and/or grant closing.

1944.177 Coding loans and grants as to
initial or subsequent.

1944178 ,Complaints regarding
discrimination in use and occupancy of
LH.

1944.179-1944.180 {Reserved]

1944181 Loan servicing.

1944.182 Rental assistance.

1944.183 Exception authority.

1944.184-1944.199 [Reserved]

1944.200 Refinancing of LH loans approved
and closed prior to December 21, 1979.

Exhibit A—Labor Housing Loan and Grant
Application Handbook
Exhibit A-1—Information to be Submitted by
Organizations and Association of
Farmers for Labor Housing Loan or Grant
Exhibit A-2—Information to be Submitted by
Individual Farmowners and Family Farm
Corporations or Partnerships for Labor
Housing Loans . -
Authority: 420.5C §§ 1480(j), delegation of
authority by the Secretary of Agriculture, 7
CFR 2.23; delegation of authority by the
Assistant Secretary for Rural Development 7
CER 2.70.

Subpart D—Farm L.abor Housing Loan
and Grant Policies, Procedures and
Authorizations -

§ 1944.151 Purpose.

This Subpart sets forth the polices and
procedures and delegates authority for
making initial and subsequent insures

loans under Section 514 and grants
under Section 516 of the Housing Act of
1849, to provide housing and related
facilites for domestic farm labor.

§1944.152 Objective.

The basic objective of the Farmers
Home Administration (FmHA) in
making domestic Farm Labor Housing
(LH) loans is to provide decent, safe,
and sanitary housing and related
facilities for domestic farm labor to be
located in areas where a need exists
and in making LH grants when there is a
pressing need for such facilites in the
area and there is reasonable doubt that
the housing can be provided without the
grant assistance.

§ 1944.153 Definitions.

As used in this Subpart:

(a) Domestic farm laborer. Persons
who receive a substantial portion of
their income as laborers on farms in the
United States, Puerto Rico, or the Virgin
Islands and either (1) are citizens of the
United States, or (2) reside in the United
States, Puerto Rico, or the Virgin Islands
after being legaily admitted for
permanent residence, and may include
the immediate families of such persons.

Domestic Farm laborers may include
those laborers engaged in:

(1) the primary production of
agricultural commodities on a farm, or

{2) the handling of agricultural
commodities in the unprocessed stage
on or near the farm as long as the
employer of the laborer is the farmer
who produced the commodity being
handled.

Domestic Farm labor also includes
persons working in acquaculture
operations as defined in Subpart B of
Part 1945 of this Chapter. Retired or
disabled domestic farm laborers who
.are eligible tenants at the time of their
retirement or becoming disabled may
continue to occupy a project that they
initially occupied as an eligible domestic
farm laborer.

{b) Housing. New or existing
structures which are or will be suitable
for decent, safe, and sanitary dwelling
use by domestic farm labor. "Housing"
may include household furnishings and
related facilities where appropriate.

(c) Household furnishings. Such basic
durable items as stoves, refrigerators,
drapes, drapery rods, tables, chairs,
dressers, and beds. Items such as
bedding, linens, dishes, silverware, and
cocking utensils are not included in this
definition.

{d) Related facilities. Includes
community rooms or buildings,
cafeterias, dining halls, infirmaries, child
care facilities, assembly halls, and other
essential service facilities such as

central heating, sewerage, lighting
systems, clothes washing facilities, trash
disposal and safe domestic water
supply. All related facilities must be
reasonably necessary for proper use of
the housing as dwellings for domestic
farm labor occupants.

(e) Farmowner. A natural person or
persons who are the “owners” of a
“farm" as these two terms are further
defined in Subpart A of Part 1822 of this
Chapter (FmHA Instruction 444.1).

(f) Farmer. A person who is actually
involved in day to day on-site
operations of a farm and who devotes a
substantial amount of time to personal
participation in the conduct of the ’
operation of a “farm”.

(g) Family farm corporation or
partnership. A private corporation or
partnership in which at least 90% of the
stock or interest is owned and
controlled by members of the same
family. These family members must be
related by blood or law. If more than
three separate households are supported
by the farming operation, the family
farm corporation or partnership shall
not be eligible for assistance. The family
farm corporation or partnership must be
(1) legally organized and authorized to
own and operate a farm business within
the State, (2} legally able to carry out the
purposes of the loan, and (3) prohibited
from the sale or transfer of 90% of the
stock or interest to other than family
members by either the articles of
incorporation, bylaws or by agreement
between the stockholders or partners
and the corporation or partnership.

{(h) Association of farmers. Two or
more farmers acting as a single legal
entity. Association members may
include the individual members of
farming partnerships or corporations.

(i) Organization. A broad-based
nonprofit organizaton, a nonprofit
organization of farmworkers, federally
recognized Indian Tribe, or an agency or
political subdivision of State or local
government.

(i) Broad-based nonprofit
organization. An organization, public or
private, which (1} is incorporated within
the State, Puerto Rico, Virgins Islands,
or a Federally recognized Indian Tribe,
(2) is organized and operatedon a
nonprofit-basis, (3) is legally precluded
from distributing any profits or
dividends to its members, (4) is not
grower oriented (majority of board must
be nonfarmers), (5) pledges to
administer the housing as a community
service in the interest of the whole
community, and (6) has at least 25
members for projects with a total |
development cost of up to $100,000 and
additional members for projects costing
meore than $100,000. The membership
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must reflect a variety of interests of the
area where the housing will be located.
Organizations operating in more.than
one local area will have local
representation within its membership
from each area where it's housing
projects are located.

(k) Nonprofit organization of
farmworkers. A nonprofit organization
which is incorporated within the State,
Puerto Rico, or the'Virgin Islands, which
has local representation in the
membership, and whose membership is
composed of at least 51% farmworkers.

«{1) Construct or repair. To construct
new structures or facilites, or to acquire,
relocate, or repair or improve existing
structures or facilities. ’

(m) Members and membership.
Includes stockholders and stock when
appropriate, ‘

(n) Board and directors. Includes the
governing body and members of the
governing body of an organization.

(o) Promissory note. May include a
bond or other evidence of indebtedness.

(p) Mortgage. May include any
appropriate form of security instrument.

(q) Development cost. Includes the *
cost of constructing, purchasing,
improving, altering, or repairing new or
existing housing and related facilities,
buying household furnishings, and
purchasing or improving the necessary
land. It includes necessary architectural,
engineering, legal fees and charges, and
other.appropriate technical and
professional fees and charges. It does
not include fees, charges, or
commissions such as payments to

brokers, negotiators, or other persons for -

the referral of prospective applicants or
solicitations of loans. For all types of LH
applicants, other than the individual
farmowners, family farm corporation
and partnerships, and associations of
farmers, the development cost may
include initial operating expenses of up
to 2 percent of the permitted costs.

(r) Individual. A natural person. It
may include the spouse.

(s) Applicant. The applicant for or the
recipient of an LH loan or grant,

(t) LH fund(s). May include either loan
or grant monies or both in thi Subpart.
(u) Subsequent LH loan or grant, A

loan or grant to an applicant or
borrower to complete the units planned
with the initial loan or grant.

(v) Migrant. A domestic farmworker-
who works in any givenlocal area on a
seasonal basig and relocates his or her
place of residence as farmwork is
obtained during the year.

§ 1944.154 Responsiblility for LH
processing and servicing.

., AllLH loan and/or LH grant
application processing and servicing is

N

the responsibility of the FmHA District
Director. However, the State Director
may authorize the District Director to
delegate processing and servicing
functions on a case by case basis to the
appropriate County Supervisor. Such
delegation is limited to LH loans to
farmowners and family farm
corporations or partnerships when (1)
such an entity has another existing
FmHA loan(s), (2) the LH loan is
congidered part of the applicant's
farming operation, and (3) the delegation
is considered by the State Director to be
in the best interest of the borrower and
FmHA. -

§§ 1944.155-1944,156 [Reserved]

§ 1944.157 Eligibility requirements.
_{a) Eligibility of applicant for an LH
Ioan. To be eligible for an LH loan the

" applicant must:

{1) Be a farmowner, family farm

partnership, family farm corporation, or
“an association of farmers whose farming

operations demonstrate a need for farm
labor housing, or an organization, as
these terms are defined in § 1944.153,
which will own the housing and operate
it on a nonprofit basis.

(2) Except for State and local public
agencies, or a political subdivision
thereof, be unable to provide the -
necessary housing from their own

~ resources and be unable to obtain the

necessary credit from any other source
upon terms and conditions they could
reasonably be expected to fulfill. If an
association of farmers or family farm
corporation or partnership, the
individual members, individually and
jointly, must be unable to provide the
necessary housing by utilizing their own
resources and be unable, by pledging
their personal liability, to obtain other
credit that would enable them to
provide housing for farm workers at
rental rates they can afford to pay. The
individual resources of family farm
corporation or partnership members
with Jess than a ten percent corporate or
partnership interest need not be
considered.
The State Director may make an
exception to the requirement that an
individual farmowner, family farm
corporation, family farm partnership or
an association be unable to obtain the
necessary credit elsewhere when all of
the following conditions exist:

(i) There is a need in the area for
housing for domestic farmworkers who

- are migrants and that applicant will

provide such housing;

(ii) There are no qualified State or
political subdivisions or public or
private nonprofit organizations currently
available or likely to become available

within a reasonable period of time that
are willing and able to provide the
housing; and

(iii) The interest rate for such loans 1s
in accordance with Subpart A of Part
1810 of this Chapter (FmHA Instruction
440.1).

(3) Have sufficient initial operating
capital to pay costs such as property
and liability insurance premiums,
fidelity bond premiums if required,
utility hookup deposits, maintenance
equipment, moveable furnishings and
equipment, printing lease forms, and
other initial expenses. LH loans made to
nonprofit organizations and to State or
local public agencies or political
subdivisions thereof may include up to 2
percent of the development cost for-
initial operating expenses.

(4) After the loan is made, have
income sufficient to pay operating
expenses, make necessary capital
replacements, make the payments on the
loan and other authorized debts, and
accumulate reasonable reserves as
required.

{5) Possess the legal and actual
capacity, character, ability, and
experience to carry out the undertakings
and obligations required for the loan,
including the obligation to maintain and
operate the housing and related
facilities for the purpose for which the
loan is made. Organizations operating in
more than one local area will be
required to indicate their ability to
provide local management and *
supervision of the day-to-day opgration
of the housing project.

{6} Intend to use the housing for labor
to be used in the farming operations of
the applicant or farming operations of
its members if an individual farmowner,
family farm corporation or partnership,
or an association of farmers.

{7) Own the housing and related land
or become the owner when the loan is
closed. An owner may include, in
addition to the owner of full marketable
title, a lessee of a tract of land owned by
a State, political subdivision, public
body or public agency, or Indian tribal
lands which are not available for
purchase. It may also include a lease of
land when the State Director determines
that long-term leasing of sites by
nonpublic bodies is a well established
practice and such leaseholds are fully
marketable in the-area, provided:

(i) The applicant is unable to obtain
fee title to the property.

(ii) A recorded mortgage constituting a
valid and enforceable lien on the
applicant’s leasehold will be given as
security.

(iii} The amount of the LH loan
against the property will not exceed the
maximum security value determined in
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accordance with FmHA Instruction 422.3
which is available in any FmHA office,
and Subpart A of Part 1809 and Subpart
B of Part 1922 of this Chapter (FmHA
Instructions 422.1 and 1922-B}, as
appropriate.

{iv) The unexpired term of the lease
on the date of loan approval is at least
25 percent longer than the repayment
period of the loan and rental charged for
the lease should not exceed the rate
charged for similar leases in the area.

(v} The borrower's interest may not be
subject to summary foreclosure or
cancellation. )

(vi) The lease must:

(A) Not restrict the right to foreclose
the LH mortgage or to transfer the lease.

(B) Permit FmHA to bid at foreclosure
sale or to accept voluntary conveyance
of the security in lieu of foreclosure.

(C) Permit FmHA after acuiring the
leasehold through foreclosure, or
voluntary conveyance in lieu of

-foreclosure, or in event of abandonment
by the borrower, to occupy the property,
or to sublet the property and to sell the
leasehold for cash or credit.

{D} Permit the borrower, in the event
of default or inability to continue with
the lease and the LH loan, to transfer
the leasehold, subject to the LH
mortgage, to a transferee with
assumption of the LH debt and grant
obligation.

(vii) The advice of the Office of the
General Counsel (OGC) will be obtained
as to legal sufficiency of the lease.
When the State Director is uncertain as
to whether a loan can be made on.a
leasehold, the request should be
submitted to the National Office for
evaluation and instructions.

(8) If it is a private broad-based
nonprofit organization or a nonprofit
organization of farmworkers, meet the
following additional requirements:

(i) Be legally precluded from
distributing any dividends or net
earnings to its members or any private
individual during its corporate lifetime.

{ii) In the event of its dissolution, be
legally bound to transfer its net assets to
a ponprofit organization of a similar
type or a public body for use for
domestic farm labor housing or other
public purposes if the need for farm
labor housing no longer exists.

(iii) Responsibility for management of
the housing must be vested in the
applicant’s board of directors.

(A) A broad-based nonprofit
organization must be governed by a
board of directors of not less than five
members who are experienced in such
fields as real estate management,
finance, or related businesses and who
will not be users of the farm workers
housed in the project.

(B) A nonprofit organization of
farmworkers must have representation
on the board from the area where the
housing is located. Directors may be
elected who are not members of the
organization but are experienced in such
fields as real estate management,
finance, or related businesses provided
member directors represent a majority
of the board.

(iv) Be prohibited from requiring or
preventing employment on any
particular farm or farms as a condition
of occupancy.

(v} Except for an organization of
farmworkers, be certified as exempt
from Federal income taxation,

(9) Be an individual farmowner who is
a citizen of the United States, the
Commonwealth of Puerto Rico, the
Virgin Islands, the territories and
possessions of the United States, or the
trust territory of the Pacific Islands or
residents in one of the foregoing areas
after being legally admitted for
permanent residence or an indefinite
parole. If the applicant is an
organization, other than a State or
political subdivision, the majority of the
members and controlling interests must
be individuals who meet the citizenship
requirements for individual farmowners
as stated above.

(b) Eligibility of applicant for an LH
grant. To be eligible for an LH grant the
applicant must meet the applicable
requirements in § 1944.157 (a) and:

(1) Be an organization, as defined in
§ 1944.153(i) with an assured life over a
period of years sufficient to carry out
the purpose of providing low-rent
housing for domestic farm labor. This
should not be less than the anticipated
useful life of the project as suitable
housing for domestic farm labor,
assuming proper maintenance and
repair of the property. Ordinarily, this
should not be less than 50 years.

{2) When the grant is closed, be the
owner (as defined in this Subpart] of the
housing and related facilities, including
the site.

(3) Be unable to provide the necessary
housing from its own resources,
including any power to levy taxes,
assessments, or charges, and be unable
to obtain the necessary credit through
an LH loan or from other sources upon
terms and conditions the applicant could
reasonably be expected to fulfill.

(4) Possess the legal and actual
capacity, ability, and experience to incur
and carry out the undertakings and

_ obligations required, including the

obligations to maintain and operate the
housing and related facilities for the
purpose for which the grant is made.

{5) Legally obligate itself not to divert
income from the housing to any other
business, enterprise, or purpose.

(c) Authorized representative of
applicant. FmHA will deal only with the
applicant or its bona fide representative
and technical advisers. The authorized
representative of the applicant must be
a person who has no pecuniary interest
in the award of the architectural or
construction contracts, management
contracts, the purchase of equipment, or
the purchase of land for the housing site.

§ 1944.158 Loan and grant purposes.

LH loans and grants may be made to
qualified applicants to:

(a) Build, buy, improve or repair
housing as defined in § 1944.153(b).

(b) Purchase and improve the
necessary land on which the housing
will be located.

(1) The cost of land purchased with
loan or grant funds may not exceed its
present market value in its present
condition. Present market value will be
determined by a current appraisal in
accordance with Subpart B of Part 1922
of this Chapter.

(2) Loan or grants funds will not be
used to buy land from a member of an
applicant-organization, or from another
organization in which any member of
the applicant-organization has an
interest, without prior approval of the
State Director. In granting this approval
the State Director should be sure that
the purchase price does not exceed the
present market value.

(3) Loan or grant funds may not be
used to acquire land in excess of that
needed for the housing, including related
facilities, except when the applicant
cannot acquire only the needed land at
a fair price, can justify the acquisition,
agrees to sell the excess land as soon as
practicable and apply proceeds on the
loan, and has legal authority to acquire
and administer the land.

(c) Develop and install water supply,
sewage disposal, streets, storm water
retention facilities or areas, and heat
and light systems necessary in
connection with the housing. If the
facilities are located offsite, the
following requirements must be met:

(1) The applicant will hold the title to
the facility or have a legally assured
adequate right to use of the facility for
at least the life of the loan or grant and
such title or right can be transferred to
any subsequent owner of the site.

(2) The facilities are provided for the
exclusive use of the LH project or funds
are limited to the prorated part of the
total cost of the facility according to the
use and benefit to the project. The
applicant will agree in writing to the
application of extra payments on the LH
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loan of any subsequent collection by the
applicant from other users or
beneficiaries of the facility.

(3) Adequate security can be obtained

with or without a mortgage based on the
offsite facilities.

(d) Construct other related facilities in
” connection with the housing such as:

{1) Maintenance workshop and
storage facilities. ’

(2) Recreation center including lounge
if the project is large enough to justify
_such a facility.

(3) Central cooking and dmmg
facilities when the project is large
enough to justify such services.

(4) Small infirmary for emergency care
only when justified.

(5) Laundry room and equipment,
including clotheslines, if not provided in
the individual units.

(6) Appropriate outdoor recreational
facilities and other facilities to meet
essential needs.

(7) Child day care facilities when
needed and feasible.

(8) Trash retention areas if necessary

(8) Outdoor lighting in pedestrian
areas where use is anticipated after
sunset.

(e) Construct office and living quarters
for the resident manager and other
operating personnel if needed and
advantageous to the project and the
Government.

(f) Purchase and install ranges,
refrigerators, drapes, drapery rods,
clothes washers, and clothes dryers. If
individual washer and dryer hookups
are provided, clothes washers and
clothes dryers may be installed in
individual rental units only if the
inclusion of such items in individual
units is needed and is customary in the
area for the type of housing involved
and is consistent with the reqmrement
that the construction be undertaken in
an economical manner and not
constitute elaborate or extravagant
items, Otherwise, the clothes washers
and clothes dryers must be installed in a
central laundry room. The number of
washers and dryers must be adequate to
serve the tenant needs. Whenever
practical, this equipment should be
attached to the real property in a
manner to prevent easy removal.

(g) Purchase and install essential
equipment which upon'installation »
becomes a part of the real estate.

{(h) Provide landscaping, foundation-
planting, seeding or sodding of lawns,
and necessary facilities related to
buildings such as walks, yards, fences,
parking areas, and driveways.

(i) Pay related costs such as fees and '

charges for legal, architectural,
engineering, and other appropriate
technical and required services.

Ordinarily, FmHA will furnish the
needed guidance. for the development of
an LH loan docket and project.
However, the State Director may
authorize the use of loan funds to enable
a nonprofit corporation to pay a
qualified consulting organization or
foundation, operating on a nonprofit
basis, charges for necessary services,
provided the State Director determines

at:

(1) Either {a) the applicant, with
available FmHA assistance, cannot
meet all requirements for a sound loan
or grant without the services, or (b) the
services would permit significant
financial savings to the Government,
either directly or by hghtenmg the

workload involved in processing
applications, and

(2) The charges are reasonable in
amount, considering (a) the amount and
the purpose of the loan or grant, (b) the
payment ability of the borrower, and (c)
the cost of similar services in the same
or similar rural areas.

(i) Pay interest which will accrue
during the estimated construction
period.

(k} Pay normal charges necessary to
obtain interim financing.

{1) Pay initial operating expenses up to
2 percent of the development cost for
any type applicant except an individual
farmowner, family farm corporation or
partnership, or an association of
farmers.

(m) Pay for related costs incurred in
compliance with the Uniform Relocation
Assistance and.Real Property
Acquisition Act of 1970 and in

. accordance with § 1944.164{q) of this

Subpart.

§ 1944.159 Rates and terms.

(a) Amortization period. Each loan
will be scheduled for payment in
installments within a period, not to
exceed 33 years, as may be necessary to
assure that the loan will be adequately
secured, taking into account the
probable depreciation of the security.

(b) Interest rate. LH loans will be
made at interest rates specified in
FmHA Instruction 440.1; Exhibit B,
which is available in any FmHA office.

§5 1944.160-1944.162 [Reserved]

§ 1944.163 Conditions under which an LH
grant may be made.

A grant may be made to an eligible
applicant only when all of the following
requirements can be met:

(a) The applicant will contribute at
least one-tenth of the total development
cost, obtained from its own resources,
including any power to levy taxes,
assessments, or charges, with funds
from other sources, or with an LH loan.

The applicant's contribution must be
available at the time of grant closing If .
an LH loan is needed, the applicant will
file an application for a combination
loan and grant at the same time.

(b) The housing and related facilities
will fulfill a pressing need in the area in
which the housing is or will-be located
and there is reasonable doubt that such
housing can be provided without the
grant.

(1) The applicant will furnish FmHA
factual evidence of fulfilling a pressing
need. This need will be documented in .
accordance with Exhibits A-1 or A-2 of
this Subpart, as applicable, and using
Exhibit A4 as a guldelme if
appropriate.

{2) When appropriate, the District
Director may check with sources such as
the State Department of Labor, Bureau
of Employment Security, and other
reliable sources to verify the information
submitted.

{3) If, after evaluating the information-
furnished by the applicant and
additional information that may be
provided, the District Director
determines that the housing will fulfill a
pressing need and that a reasonable,
doubt exists that the housing can be’
provided without the grant, the District
Director will prepare a narrative
statement to support these conclusions.

(c) The housing will be constructed in
accordance with Exhibit A~3 of this
Subpart.

(d) The hausing will be constructed in
an economical manner and will not be
of elaborate or extravagant design or
material.

{e) The housing must be durable and
suitable for year-round use unless the
need for such housing is seasonal and
year-round occupancy is not practical
and will not be needed.

(f) Housing will be constructed and
designed with.the consideration given to
selecting the most economic, energy
efficient heating (and cooling, if
applicable) systems mcludmg, but not
limited to, insulation in excess of the
requirements of Exhibit D of Subpart A
of Part 1924 of this Chapter (FmHA
Instruction 1924-A, Exhibit D}; active/
passive solar design; building
orientation; and sun control measures.

§ 1944.164 Limitations and conditions.

(a) Limitations on use of loan and
grant funds. Amongthe purposes for
which loan and grant funds will not be
used are the following:

(1) Providing housing for the membars
of the immediate family of the applicant.
when the applicant is an individual
farmowner, family farm corporation, or
partnership, or an association of
farmers. (Immediate family in this

~
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instance includes mother, father,
brothers, sisters, sons and daughters of
applicant(s} and spouse.)

{2) Housing, related facilities, or
household furnishings which are
elaborate or extravagant in design or
material.

(3) Refinancing debts of the applicant.

{4) Moveable-type furnishings or
equipment except household furnishings
as defined in § 1944.153(c).

(5) Payment of any fees, charges, or
commissions to any broker, negotiator,
or other person for the referral of a
prospective applicant or solicitation of
the loan.

{6) Payment of any fee, salary,
commission, profit, or compensation to
an applicant, or any officer, director,
trustee, stockholder, member, or agent of
the applicant, except as provided'in
§ 1944.158(i).

(b) Priority in use of grant funds and
maximum amount of grant.

(1) Priority in use of grant funds.
Projects will be authorized for funding
by the National and State Offices based
on priority to:

{i) Locations where a long range and
pressing need exists for farm labor
housing because of labor intensive
agricultural crop production and a lack
of suitable housing.

(ii} Projects where occupants will
derive the highest portion of their
income from on-farm agricultural work.

(2) Maximum amount of grant, The
amount of any grant may not exceed the
lessor of:

(i) Ninety percent of the total
development cost, or

(ii) That portion of the total cash
development cost which exceeds the
sum of any amount the applicant can
provide from its own resources plus the
amount of a loan which the applicant
will probably be able to repay, with
interest, from income from rentals
within the financial reach of low:income
farmworker families. The availability of
rental assistance and Department of
Housing and Urban development (HUD)
section 8 subsidies will be considered in
determining the rentals that farm
workers will pay.

(c} Advance of grant funds. The times
for requesting Treasury Checks
representing LH grant funds and
depositing such checks in the applicant's
supervised bank account will be
determined in accordance with
§ 1944.175. When other funds to help
finance the labor housing are being
supplied by the applicant from its own
resources or from a loan, such other
funds will be used before a grant check
is requested from the Treasury or
deposited in or disbursed from the

supervised bank account, as appropriate
to comply with § 1944.175.

{d) Obligations incurred before loan
or grant closing. When the applicant
files an application for a loan or grant,
the District Director will advise the
applicant that construction must not be
started and obligations for work
materials or land must not be incurred
or made before the loan or grant is
closed, and that it is the policy of FmHA
not to permit loan or grant funds to be
used to pay such obligations or
reimburse the applicant for such
payments. If, nevertheless, the applicant
incurs expenses or makes payments for
such purposes before the loan or grant is
closed, the State Director may authorize
the use of loan or grant funds fo pay
such expenses or reimburse the
applicant only when the State Director
finds that all the following conditions
exist:

(1) The expenses were incurred: (a)
after the applicant filed a written
application for a loan with FmHA; or (b)
before the date of application as part of
a predevelopment loan specifically
intended as interim financing from a
public agency or nonprofit organization
and prior concurrence of the National
Office is obtained; or (¢} before the date
of application as part of a development
loan made to a State or local public
agency specifically intended as
temporary financing and prior
concurrence of the National Office is
obtained.

(2) The applicant is unable to pay
such expenses from its own resources or
from credit from other sources, and
failure to authorize the use of loan or
grant funds to pay such expenses or
reimburse the applicant would impair
the applicant’s financial position.

(3) The expenses were incurred or
payments were made for authorized
loan and grant purposes.

(4) Contracts, materials, construction
and any land purchase meet FmHA
standards.

(5) Payment of the expenses
will remove any liens which
have attached and any

" basis for liens that may attach to the

property on account of such expenses.

(e) Grant resolution. A resolution will
be adopted by the applicant's Board of
Directors and a certified copy included
in the grant docket before a grant is
approved.

(1) For a grant accompanied by an LH
loan, the form of resolution attached as
Exhibit E to this Subpart will be used
with any necessary changes required or
approved by OGC, For a grant not
accompanied by an LH loan, the form of
resolution will be provided or approved
by the National Office, following Exhibit
E as closely feasible.

(2) The form of resolution to be
adopted by the applicant will contain
policy and procedural requirements
which should be read and be fully -
understood by the applicant’s Board of
Directors and officers. Included in the
resolution will be provisions authorizing
FmHA to prescribe requirements
regarding the operation of the housing
and related facilities and other
provisions including the following:

(i) The rentals charged domestic farm
labor will not exceed such amounts as
are approved by FmHA after
considering the income of the occupants
and the necessary costs of operation,
debt service, and adequate maintenance
of the housing.

(ii} The housing will be maintained at
all times in a safe and sanitary
condition in accordance with standards
prescribed by State and local law, and
as required by FmHA.

(iii) In granting occupancy of the
housing an absolute priority will be
given at all times to domestic farm
labor. :

{3) The resolution will also authorize
the appropriate officers of the applicant
to execute a “Labor Housing Grant
Agreement,” in the format of Exhibit F
of this Subpart. If changes are required
in Exhibit F they must be approved by
OGC.

(f) Conditional obligations to repay
grants. The obligations incurred by the
applican! as a condition of the grant will
be in accordance with Exhibit F of this
Subpart.

(g) Loan resolution or loan agreement.

(1) An organization will have its
Board of Directors adopt a loan
resolution and furnish a certified copy
for the loan docket before loan
approval. The resolution will be
substantially in the format of Exhibit C
of this Subpart. Any necessary changes
must be approved by OGC.

(2) All other loan applicants will
execute a loan agreement in
substantially the same format as Exhibit
D of this Subpart. Any necessary
changes must be approved by OGC. The
State Director may waive the use of the
loan agreement when:

(i) The applicant receives no rental
income from its tenants, and

(ii) The applicant is an individual or
family farm corporation or partnership.
The applicant must agree, and so
indicate, that the operation and -
maintenance of the LH unit(s) are part of
the farm operation, and should use Form
FmHA 431-2, “Farm and Home Plan,”
for this purpose, which is available in
any FmHA office.

(h) Restrictions on conditions of
eccupancy. No organization borrower
other than an association of farmers or
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family farm corporation or partnership
will be permitted to require that an
occupant work on any particular farm or
for any any particular owner or interest
as a condition of occupancy of the
housing. Tenant selection should be in
accordance with Exhibit B of this
Subpart. No borrower or grantee will
discriminate, or permit descrimination
by any agent, lessee, or other operator in
the use of occupancy of the housing or
related facilities because of race, ¢olor,
religion, sex, national origin, age, marital
status, or physical or mental handicap
(must possess capacity to enter into
legal contract). Each borrower or
grantee will comply with Subpart E of _
Part 1901 of this Chapter and prepare
and submit Form HUD 935.2, Affirmative
Fair Housing Marketing Plan, which is
available in any FmHA office.

(i) Supervisory assistance:
Supervision will be provided borrowers
to the extent necessary to achieve the
objectives of the loan and to protect the
interests of the Government. The
provision of Subpart C of Part 1930 of
this Chapter (FmHA Instruction 1930-C)
will be followed.

{i) Location of housing.

(1) Multifamily type housing designed
for year-round occupancy will meet the
location requirements as explained in
Exhibit A-3 of this Subpart.

{2) Single family type housing
designed for year-round occupancy, as
explained in Exhibit A-3 of this Subpart,
will be located:

(i) On plotted lots within a
subdivision which complies with all
local requirements and is developed in
accordance with Supart D of Part 1804 of
this Chapter (FmHA Instruction 424.5),

. or

(ii) On scattered sites located to meet
the location requirements of Subpart A
of Part 1822 and Subpart D of Part 1804
of this Chapter (FmHA Instruction 444.1
and 424.5.)

(3) Housing designed for seasonal
occupancy, whether single family or
multifamily type housing may be located
on the farm as long as it is not located
near farm service buildings and will be
situated to allow for possible conversion
to full-year occupancy should the need
for migrant farmworkers in the area
change. -

(k) Implementation of OMB Circular
. A-95 concerning formulation,
evaluation, and review of Federal
programs and projects having
significant impact on area and
community development. Except for
Indian tribes, when projects have 10 or
more individual detached units or 25 or
more multiple units, the provisions of
Subpart H of Part 1901 of this Chapter
apply. ‘

(1) Guidelines for preparing
environmental assessment and
environmental impact statements. All
projects shall comply with Subpart G of
Part 1901 of this Chapter.

{(m) Guidelines for projects affecting
floodplains. The provigions of the
National Flood Insurance Act of 1968 as
amended by the Flood Disaster

- Protection Act of 1973 apply to FmHA-

authorities permitting financing of LH
now located in or to be located in
special flood or mudslide prone areas as
designated by the Federal Insurance

. Administration (FIA) of the Federal
Emergency Management Agency.
Subpart B of Part 1806 of this Chapter
(FmHA Instruction 426.2) applies. It
should be emphasized, however, that
FmHA's response to floodplain
development is not limited to the Flood
Insurance Program. Pursuant to
Executive Order 11988, “Floodplain
Management,” FmHA shall not fund any
housing projects which impact a
floodplain unless there is no practicable
alternative siting of the project.
Applicants, therefore, should
concentrate in the early planning stages
of this proposal to locating sites which
do not impact floodplains.

(n) LH loans to Indians secured by
trust or restricted land. Loans te-
individuals will be secured by a
morigage on the leasehold interest held
by the applicant. The leasehold interest
must meet the conditions of § 1822.7 (j)
of Subpart A of Part 1822 of thig chapter
(FmHA Instruction 444.1, paragraph VII
). Loans to tribes or tribal corporations
will be secured in accordance with .

§§ 1823.409 and 1823.414({a) of Subpart N
of Part 1823 of this Chapter (FinHA
Instruction 442.11, paragraphs IX and
XV A). - -

(o) Refinancing LH loans. Each
borrower must agree to refinance the
unpaid balance of the LH loan at the
request of FmHA whenever it appears to
FmHA that the borrower is unable to*
obtain a loan from responsible’
cooperative or private credit sources at
rates and terms which FmHA considers
reasonable, and still rent the units to
eligible occupants at rental rates within
their payment ability. The refinancing of
an LH loan must comply with the
restrictions indicated in § 1944.176(c)(2)
of this Subpart. For all loans closed prior
to December 21,'1979, the State Director
shall comply and the borrower agrees
to, the restrictive provisions of
§ 1944.200 of this Subpart as a condition
for the State Director’s approval or |

acceptance of prepayment of the FmHA

loan.

(p) Prepayment of LH loan. Borrowers
are expected to retain ownership of
units developed with LH loans for a

period of 20 years for the purpose of
housing farmworkers. Prepayment of the
LH loan is not permitted by law except
under special conditions relating to the
continued need for such housing. Thig
limitation will be made part of the
security instrument as detailed in

§ 1944.176 of this Subpart.

(q) Uniform Relocation Assistance
and Real Property Acquisition Act of
1970. Compliance with the requiremernts
of this Act applies to public bodies and
agencies which have the power of
emminent domain and/or
condemnation. It will be the
responsibility of the applicant to provide
assistance required for relocation of
displaced persons from the site on
which a LH project will be located.
FmHA loan funds may be incredsed to
cover costs incurred in the relocation of
displaced persons from the site over and
above the appraised value of the
property. Until national FmHA
instructions are published the
Department regulations found at Part 21
of this Chapter should be followed and
the National Office should be consulted
for guidance in developing an LH loan
for a project affected by this Act.
However, the following should be
considered:

(1) Generally, sites which will involve
relocation of displaced persons should
not be considered if alternative sites are
available.

(2) For the purpose of determining the
appraisal value of the site to be acquired
in respect to LH projects which involve
relocation of displaced persons, the
designated FmHA multiple family
housing appraiser or such other agency
designated appraiser shall be used.

§§ 1944.165-1944.167 [Reserved)

§ 1944.168 Security requirements.

(a) General. Each loan will be secured
to adequately protect the financial
interest of the Government in the loan
during its repayment period. The amount
of the loan may not exceed the value of
the security for the loan as determined
by an appraisal, less the unpaid
principal balance, plus past due interest
of any prior liens that will or will likely
exist against the security after the loan

_is closed. If the State Director

determines it necessary or advisable to
encumber household furnishings
purchased with loan funds, the State
Director will, with the advice of OGC,
issue appropriate instructions setling
forth the manner in which household
furnishings will be secured.

{b) Loan to an organization or an
association of farmers.

(1) A loan to an organization or an
association of farmers which can give a
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real estate mortgage will be secured by
a mortgage on good and marketable title
to the real estate including the housing,
the related facilities, and the site,
subject to any exceptions that may be
waived as provided in Section 1807.2 {d)
of Part 1807 of this Chapter {paragraph II
D of FmHA Instruction 427.1).

{2) If a first mortgage cannot be
obtained, a junior mortgage may be
taken provided:

{i) The prior mortgage as affected by
the State law does not contain such
provisions for future advances, payment
schedules, forfeiture or cancellation,
foreclosure without adequate notice to
junior lienholders, or other matters
which may jeopardize FmHA's security
position or the borrower's ability to pay
the loan; or

{ii) Such provisions are satisfactorily
limited, modified waived, or
subordinated.

{3) ¥ it is impossible for an applicant
which is a public or quasi-public
organization to give a real estate
mortgage, the security to be taken will
be determined by the National Office
. upon the recommendation of the State
Director. The State Director showdd
consult OGC as te whether the proposed
security is legally permissible

(4} In individual cases, additional
security may be adwvisable to ensure that
the loan objectives will be carried out.
For example, te provide for more
effective management and operation,
one or more of the fellowing types of
- security may be required.

(i) A morigage oa other real estate
owned by the applicant.

(ii) A pledge, assignment, mortgage, or
other security interest in income from
the housing.

(iii) A cosigner on the promissory
note, letter of credit, endorsements,
assessments, user agreements, personal
liability agreements, or membership
subscription agreements.

{5) As a general policy, personal
liability will be required of the members
of an assoeciation of farmers.

{c) Loan fo ar individual farmowner
or family form corporation or
parinership. For every loan to an
individual farmowmer or family farm
corporation or partnership, a real estate
mortgage will be taken on the farm,
whenever practicable, in accordance
with Part 1807 of this Chaptey, {(FmHA
Instruction 427.1). However, if requested
by the applicant, a mortgage may be
taken on the units and at least enough
land to clearly provide adequate
security for the loan as determined by
an appraisal. In such cases, the loan
must meet the following conditions:

(1) If the tract to be mortgaged is -
covered by a prior lien which also

applies to other land, the tract to be
given as security must either:

(i) Be released from the prior lien or
subordinated to permit a first lien for the
LH loan, or

(i) Provide adequate security for the
entire prior lien debt and the LH loan
and comply with Section 1822.10(b}(2) of
Subpart A of Part 1822 of this Chapter
{(paragraph X B 2 of FmHA Instruction
444.9).

{2) Personal liability will be required
of all stockholders or partners.

§ 1944.169
services.

(a) Appraisals.

{1) When real estate is taken as
security, the property will be appraised
by an FmHA employee authorized to
make real estate appraisals. Form
FmHA 426-1, “Valuation of Buildings,"
will be completed to show the .
depreciated replacement value of all the
buildings existing or to be constructed
on the property ta be taken as security.
When the security being offered is:

(i} A farm, an appraisal will be made
in accordance with Subpart A of Part
1809 of this Chapter (FmHA Instruction
422.1).

(ii) Other than a farm, and the units
are individual detached dwellings, an
appraisal will be made in accordance
with PFmHA Instruction 422.3 which is
available in any FmHA office.

(iii) Other than a farm, and involyves
multifemily or dormitory-type housing,
an appraisal will be made in accordance
with Subpart B of Part 1922 of this
Chapter.

(2) If the loan includes funds for
purchasing household furnishings or
equipment which will not become part
of the real estate, a narrative type
appraisal, identifying the items, will be
prepared by the employee preparing the
real estate appraisal. The value place on
such furnishings will be based on
comparable selling prices in the area.

(b) Architectural and engineering
services. Housing and related facilities
will be planned and designed to meet
the needs of the type of occupants who
will likely occupy it. A written contract
for architectural or engineering services
will be required as outlined in Subpart
A of part 1924 of this Chapter.

{c) Construction and development
policies.

(1) Planning and construction.
Housing and related facilities will be
planned in accordance with Subpart A
of Part 1924 of this Chapter and Exhibit
A-3 of this Subpart. Construction and
development will be performed in
accordance with Subpart A of Part 1924
of this Chapter.

=

;rechn!cal, fegal, and other

(2) Davis-Bacon Act. Construction
financed with the assistance of an LH
grant will be subject to Subpart D of
Part 1901 of this Chapter regarding the
Davis-Bacon Act and related
requirements.

(3) Compliance with local codes and
regulations. Planning construction, and
operation of housing finance with the
LH loan or grant will conform with all
applicable Federal, State, and local
laws, ordinances, codes, and regulations
governing such matters as zoning,
construction, heating, plumbing,
electrical installation, fire prevention,
health and safety, and sanitation. If
there are no local or State codes and
regulations governing these matters, the
State Director will issue appropriate
guidélines to insure that the facilities
meet all FmHA requirements.

{4) Land use objectives. Location of
projects shall, to the extent practicable,
result in the preservation of Important
Farmlands and Forestlands, Prime
Rangeland and Wetlands. State
Directors will assure that FmHA
actions, investments, and programs on
non-Federal lands are consistent with
State and local land use plans and
programs to the extent practicable. In
carrying this out, State Directors will:

(i) Attempt to integrate departmental
and State and local land use policies
and programs.

(ii) Identify and minimize to the extent
practicable adverse environmental,
economic, and social effects of FmHA
projects and programs.

(iii) Provide landholders and other
concerned people information about the
alternatives to, and the associated
environmental, social, and economic
implications of proposed actions.

(iv) Refrain from enabling others to
irreversibly convert these lands or
encroaching or enabling other
encroachments on flood plains unless
there are no practicable alternatives.

" (v) In unusual circumstances when the
State Director is unable to make a
determination regarding land
classification, the State Director will
request assistance from the
Administrator of the Soil Conservation
Service in Washington, D.C.

(d) Optioning of land. If a loan or
grant includes funds to purchase real
estate, an acceptable option to purchase
or purchase agreement will be included
in the application. After the loan is
approved, the District Director will have
Form FmHA 440-35, “Acceptance of
Option,” or other appropriate form of
acceptance, completed, signed, and
mailed to the seller.

(e) Insurance. The State Director will
determine the minimum amounts and
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types of insurance the applicant will
carry.

(1) Fire and extended coverage will be
required on all buildings included in the
security for the loan in accordance with
Subpart A of Part 1806 of this Chapter
(FmHA Instruction 426.1).

{2) Suitable Workman’s Compensation
Insurance will be carried by the
applicant for all its employees.

(3) The applicant will be advised of
the possibility of incurring liability and
encouraged, or may be required when
appropriate, to obtain liability
insurance. !

(f) Title clearance and legal services.
When the applicant is an organization,
or has special title or Joan closing
problems, title clearance and legal
services will be obtained in accordance
with instructions from the OGC. In other
cases, the provisions of Part 1807 of this
Chapter (FmHA Instruction 427.1)
regarding title clearance and legal
services apply. T

(g) Use of and accountability for loan
and grant funds. Loan and grant funds
and any funds furnished by the
borrower for authorized purposes will

.be deposited and handled in accordance
with Subpart A of Part 1902 of this
Chapter. s -

(1) Funds furnished by the borrower
for the purchase of special equipment
and furnishings to be used in connection
with the project, for which loan or grant
funds could not be used, should not be
deposited in the supervised bank
account with.loan or grant funds.

(2) For all organizations collateral will
be pledged by the depository bank for
any loan or grant funds or borrower -
contribution in accordance with Section
1902.7 of Part 1902 of this Chapter.

(3) Funds may be disbursed from the
supervised bank account only for
authorized loan or grant purposes.

. (h) Bond counsel. All public bodies
offering bonds as security for the LH
loan are required to obtain the services
of recognized bond counsel in the
preparation of evidence of indebtedness
in accordance with § 1942.19 of Subpart
A of Part 1942 of this Chapter except as
provided in paragraph 1 of Exhibit H of
this Subpart. ’

(i) Bonding. (1) The provisions of .
Subpart A of Part 1924 of this Chapter
pertaining to surety bonds are
applicable to LH loans and grants.

(2) If the applicant is an organization,
it will provide fidelity bond coverage for
the official(s) entrusted with the receipt,
custody, and disbursement of its funds
and the custody of any other negotiable
or readily saleable personal property.
The amount of the bond will be at least

equal to the maximum amount of money -.

that the applicant will have on hand at

any one time exclusive of loan or grant
funds deposited in a supervised bank
account. The United States will be
named co-obligee in the bond if not
prohibited by State law. Form FmHA
440-24, “Position Fidelity Schedule
Bond,” may be used if permitted by
State law.

(j) Contracts for legal services. On
projects requiring extensive legal
services, the applicant will be required
to have a written contract for these
services. All such contracts will be
subject to review and approval by
FmHA .and, therefore, should be
submitted to FmHA before execution by
the applicant. Contracts will provide for
the types of service to be performed and
the amount of the fees to be paid, either
in lump-sum on the completion of all
services or in installments as services
are performed. “Legal Service
Agreement,” Exhibit G of this Subpart,
may be used.

§ 1944.170 Processing preapplications.

(a) Preapplication. Form AD-621,
“Preapplication for Federal Assistance,”
with the additional information outlined
in Exhibit A-1 or A-2 of this Subpart, as
applicable, will be submitted to the
District Director. This information is
used to determine the applicant’s
eligibility and eliminate any proposals
which have little or no chance for
funding. The applicant should be
instructed not to prepare an application
until notified to proceed. General
guidance to applicants is provided in the
Labor Housing Loan and Grant
Application Handbook, Exhibit A.

(b) Actions by District Director. The
preapplication, with attachments, will

. be reviewed by the District Director.

The District Director will inspect the site
and consider its desirability if it appears
that the applicant is eligible. )

(1) If the preapplication proposes an
LH loan of a type and amount within the
approval authority of the District
Director according to Subpart A of Part
1901 of this Chapter, the District
Director should determine the
applicant's eligibility and execute Form
AD-622, “Notice of Preapplication
Review Action.”

(2) If the preapplication proposes an
LH loan and/or grant which requires
State Office approval, the
preapplication, including the comments,
and recommendations of the District
Director and any additional material
considered necessary, will be forwarded
to the State Director.

(c) Actions by State Director. (1) If the
applicant is an organization adopting
without change the “Articles and
Bylaws"” prescribed by State

supplements, the preapplication need
not be submitted to OGC.

(2) In all other cases involving loans
or grants to organizations, the docket,
with any questions or comments of the
State Director, will be submitted to OGC
for a preliminary opinion as to whether
the applicant and the proposed loan
meet or can meet the requirements of
State law and this Subpart.

'(3) Determining amount of grant.

{i) General. The State Director will
determine the amount the applicant can
obtain from other sources, including an
LH loan, and the amount of the grant to
be made, within the limits set forth in
§ 1944.164(b}(2). The State Director will
make this determination after
thoroughly analyzing the information in
the docket and receiving authorization |
from the National Office.

(i) Method of determining amount of
grant, '

(A) The State Director will examine
the income of the project based on the
estimated rental charges and operating
costs of the housing when in full
operation to determine the soundness of
the operations. When there is any doubt
as to the probable soundness due to
unrealistic planning of income or
operating expenses, or for other reasons,
the housing project and its operation
will be discussed with the applicant to
determine changes which can be made
to correct the deficiencies.

(B} When a sound plan of operation
has been agreed upon, the State Director
will determine the amount of funds that
can be expected to be available from
other sources, including an LH loan. The
State Director will also determine the
amount of income available for loan
repayments after allowing for
reasonable and necessary maintenance
costs, payments on debts of the .
applicant, and the orderly dccumulation
of an adequate reserve.

(C) The amount of the grants will be
the difference between the amount of
funds to be provided in accordance with
paragraph (c)(3)(ii)(B) of this section,
plus any funds available from the
applicant’s own resources and the total
development cost of the project. In no
case, however, may the amount of the
grant exceed 90 percent of the total
development cost.

(4) When the State Director considers
it necessary, any preapplication may be
sent to the National Office for
evaluation and instructions.

(5) The State Director will determine
the priority of the preapplication when
grant funds are applied for in
accordance with § 1944.164(b)(1) of this
Subpart. If in accordance with those
priorities, and after completing review
of the preapplication material and
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determining the amount of grant, the
State Director will notify the District
Directar of the Stafe Director's
determination and authorize the District
‘Director to prepare and execute Form
AD-622. The District Director will
forward the original to the applicant, a
copy to the State Director, and a copy to
the case file.

§ 1944.171 Preparation of completed loan
and/or grant docket.

{a) Information reeded. If the
applicant has been requested to file an
application, Form AD-625, “Application
for Federal Assistance (Short Form),”
and the additional information as
outlined in Exhibit A-1 or A-2, as
applicable, will be submitted to the
District Director.

(b} District Director’s responsibility.
As the information for the loan docket is
being developed, the District Director
will work closely with the applicant.
The District Director will review and
verify the information furnished for
correctness, adequacy, and

completeness. The District Director will
determine that the market survey is
adequate and that the market survey
report is accurate. The District Director
will evaluate the manner in which the
applicant plans to conduct its business
and financial affairs and comment on
the adequacy of the management.

(c) County Commiltee certification.
County Committees will not be used to
review LH loan and/or grant
applications.

(d) Assembly, review, and distribution
of complete loan and/or grant docket
items. When all items required for the
complete loan and/or grant docket have
been furnished, they will be examined
thoroughly by the FmHA official who
will approve the loan and/or grant to
make sure they are properly and
accurately prepared and are complete in
all aspects, including dates and
signatures. The loan and/or grant
docket items will be assembled in the
following order for distribution after
approval:

Form No Name of form or document mumber  bocrowse for dochit  bormower
ol copes
AD-621 P for Fedoral Assi S 3 1 2-081C 1-C
Exhiort A-1 {or Exhibit A-2)%. Inlotmabon\obe&xbrmtodlotuboﬂm {Kei] 2 0 1-0 1-C
. Loanor Grant.
Memorandum from the Navonal Office authonang de-  JSS— | B SO
“veiopment of loan docket 2nd loan or grant approv-
al ¥ requwed by § 1944.170(c)2
AD-622 . oo - —~ Nohce of Preapp o0 Bewew 3 - - 2C -0
AD-625.. ...___.__._.,__._Appbcahon for Faderal Assistance (Short Form)....... 3 1 2081C 1-C
Exhibt A-1 {or Exhibit A-2)2. Information 10 be Subxmetted for an LH Loan o Geant.. 2 o 1-0 1-C
FHA 444-5 e Mu!hpie Family Housing Fund Analysis W— 4 e . A-DBIC e en
FrHA 440-1 for Obkg ol Fmds 4 2-081C 3-082C 1
FmHA 400-1 Equai Ag [ 1-0 1.C
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FmHA 400-6. hance Stal 3 . e 20810 1-C
HUD 9352 2. — Afﬁrmahve Fax Housing Marketing Plan......om o 2 2-031C
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omernstrunmldownetshp or an ophon.

Proof of Organzahon (cedvrhiad copy of charter of art- 2 1 1-0 1-C
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Certified copres of bylaws or regulations *. 2 1 1-0 1-C
List of names and addresses of officers, deaciors, 2 1 -0 1-C
© and members and mombarsh interest held by
eacht
Cettﬁedoopydloan" . L. 1 1 30 e
Loan A 2 1 1-0 1-C
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cost estwnales, and proposed manner of construc-
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Exhibet A-5 Statement ol Budget, income, and Expense ... ... 2 1 1-0 1-C
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*When applicant 1S an organzabon
“Whan appicable.

(e) Submission of docket to State
Office. The loan and/or grant docket
needing State Office approval, including
comments and recommendations by the
District Director, will be submitted to
the State Office. The State Director will
prepare and include in the docket a
memorandum to the District Director
which will either require additional
information if the material submitted is
inadequate or will set forth the
conditions of loan approval. The advice
of OGC should be obtained for all loans
and/or grants to organizations and
associations of farmers and their
comments included in the memoradum
to the State Director. If the State
Director determines that the loan and/or
grant should be approved, the State
Director will approve the loan and/or
grant and sign the memorandum to the
District Director.

{f) Submission of docket to National

Office. The final loan and/or grant
docket need not be submitted to the
National Office unless required by an
authorizing memorandum resulting from
compliance with § 1944.170.

(g8) Press release. When itis
determined that a loan and/or grant can
be approved, a press release will be
prepared in accordarce with FmHA
Instruction 2015-C which is available in
the FmHA State and National Offices.

§ 1944.172 [Reserved]

§ 1944.173 Loan and grant approval—
delegation of authority.

The State Director and District
Director are authorized to approve loans
and/or grants in accordance with this
Subpart and Subpart A of Part 1901 of
this Chapter. The State Director may
delegate loan or grant approval in
writing to State Office employees other
than District Directors. No LH grant may

- be approved by the State Director

without the prior consent of the National
Office. -

(a) Action before loan or grant
approval. The loan or grant appmval
official is responsible for reviewing the
docket to determine that the proposed
loan and/or grant complies with all
pertinent regulations, instructions, and _
directives. In making this review, the
approval official-will determine that:

{1) The applicant is eligible.

{2} The funds are requested for
authorized purposes.

(3) The proposed‘loan or grant is
sound.

(4) The security is adequate for the
loan.

(5) All preapproval requirements have
been met.
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(6) Compliance with Title VI of the
Civil Rights Act will be met.

(7) All other requirements will be met.

(b) Approval of a loan or grant. When
a loan and/or grant is approved: -

(1) The approval official will prepare
and sign Form FmHA 440-1 in an
original and two copies. The State
Director or a designee will telephone the
-Finance Office Check Request Station
and request that loan and/or grant funds
for a particular project be obligated.

(2) Immediately after contacting the
Finance Office, the requesting official
will furnish the requesting office’s
security identification code. Failure to
furnish the security code will result in
the rejection of the request for
obligation. After the security code is
furnished, all information contained on -
Form FmHA 440-1 will be furnished the
Finance Office. Upon receipt of the
telephone request for obligation of
funds, the Finance Office will record all
information necessary to process the
request for obligation in addition to the
date and time of the request.

(3) The individual making the request
will record the date and time of the
request and sign Form FmHA 440-1 in
section 37,

(4) The Finance Office will termmally -
process telephone obligation requests.
Those requests for obligation received °
before 2:30 p.m. Central Time will be
processed on the date of the request.
Requests received after 2:30 p.m. Central
Time, to the extent possible, will be
processed on the date received;
however, there may be instances in
which a request will be processed on the
next working day.

(5) Each working day the Finance
Office will notify the State Office by
telephone of all projects for which funds
. were reserved during the previous
night's processing cycle and the date of
obligation. If funds cannot be reserved
for a project, the Finance Office will
notify the State Office that funds are not
available within the State allocation.
The obligation date will be 6 working
days from the date the request for
obligation is processed in the Finance
Office. The Finance Office will mail to
the State Offices Form FmHA 440-57,
“Acknowledgment of Obligated Funds/
Check Request,” confirming the
reservation of funds with the obligation
date inserted as required by item no. 9
on the Forms Manual Insert (FMI) for
Form FmHA 440-57. Form FmHA 440-57
will be prepared and distributed in
accordance with the FMI.

(6) After notification by the Finance
Office that the funds have been
reserved, the original only of Form
FmHA 444-5 accompanied by a copy of
any National Office memorandum

authorizing approval, will be mailed to
the Finance Office and a copy to the
National Office. Forms FmHA 440-1 for
those obligations requested by
telephone will not be mailed to the
Finance Office. Inmediately after
notification by telephone of the
reservation of funds for not-for-profit
organizations and public bodies, the
State Director will call the Information
Division in the National Office as
required by FmHA Instruction 2015-C.
Notice of approval to the applicant will
be accomplished by mailing the
applicant’s signed copy of Form FmHA
440-T on the obligation date. The State
Director or a designee will record the
actual date of applicant notification on
the original of Form FmHA 440-1 and
include the original of the form as a
permanent part of the District Office
project file with a copy in the State
Office file.

(7} Determine the maximum rental
rates to be charged domestic farm labor
for occupancy of the housing, and
advise the apphcant, by memorandum,
of these maximum rates. In determining
the maximum rental rates due
consideration must be given to the
income and earning capacity of the
prospective occupants of the housing ~
and the cost of operating and
maintaining such housing. As a general
guide, the rental charges should not
exceed 25 percent of the occupant
families’ estimated adjusted annual
income.

(c) Disapproval of or adverse action
on a loan or grant, When a loan and/or
grant is disapproved or if adverse action
is taken, the reasons for such action will
be shown on the original Form FmHA
440-1. Form FmHA 440-1 will be
initialed and dated. The District Director
will notify the applicant in writing of the
disapproval of or adverse action on the
loan or grant and the reasons therefore
and advise them of their right to appeal
in accordance with Subpart B of Part
1900 of this Chapter. The disapproved
docket will then be handled in
accordance with Form FmHA
Instruction 2033-A which is available in
any FmHA office. Any appeals as a
result of disapproval or adverse action
will be handled in accordance with
Subpart B of Part 1900 of this Chapter. .

§ 1944:174 Distribution of loan and/or
grant approval documents.

(a) OGC. For a loan to an
organization, or in special cases, the
approved loan or grant docket, including

* any title evidence, will be sent to OGC _,

by the State Office for preparation of
closing instructions and any special
legal documents required for closing.
The original executed, witnessed loan

and grant resolution, or a certified copy
of the required loan and grant resolution
must be supplied by the applicant in
time to be included in the loan or grant
docket. If applicable, the docket will
also include the proposed grant
agreement for OGC review. No docket
will be considered which fails to include
such a required resolution or proposed
agreement. OGC will route the docket,
including closing instructions and any
such legal documents, to the District
Office through the State Office for
review and for inclusion of any further
instructions needed in closing the loan,

(b} State Central Information
Reception Agency (SCIRA). Standard
Form 424, “Federal Assistance,” will be
prepared by the State Director within 7
days after approval of an initial or
subsequent grant or after a change in the
amount or purpose of a grant in
accordance with Subpart J of Part 1901
of this Chapter.

§ 1944.175 Actions subsequent to loun
and/or grant approval.

(a) Interim financing from
commercial sources. Interim financing
may be used when a loan or
combination loan and grant exceeds
$50,000 provided funds can be borrowed

. at reasonable interest rates from

commercial sources for the construction
period. When interim commercial
financing is used:

(1) The docket will be processed to
the stage where the FmHA loan or
combination loan and grant would
normally be closed. FmHA loan or
combination loan and grant funds will
be obligated before the applicant
proceeds with the final arrangements for
interim commercial financing.

(2) The State Director or District
Director may deliver a copy of Form
FmHA 440-57 as evidence of FmHA
commitment, if necessary, or a letter
stating that funds in specified amounts
have been obligated and will be
available to retire the interim financing
if the applicant complies with the
approval conditions. See Exhibit I of this
Sub(;laart for a sample letter that may be
used.

(3) FmHA will undertake similar
functions as if FmHA funds had been
advanced from the standpoint of
approving construction contracts and

- the monitoring of construction.

(4) The supervised bank account will
normally not be used for funds obtained
through interim commercial fmancing.
However, the District Director will
approve Form FmHA 424-18, “Partial
Payment Estimate;” to insure that funds
are used for authorized purposes.

{5) When the interim financing funds
have been expended, the FmHA loan or
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combination loan and grant will be
closed and permanent instruments will
be issued to evidence the FmHA
indebtedness. The FmHA loan or
combination loan and grant proceeds
will be used to retire the interim
commercial indebtedness.

{6) Before the FmHA loan or
combination loan and grant is closed,
the applicant will be required to provide
the district Director with statements
from the contractor(s), engineer, and
attorney that they have been paid in full
in accordance with their contracts or
other agreements and that there are no
unpaid obligations outstanding in
connection with the construction of the

- project. See in addition Section 1924.6 of

Subpart A of Part 1924.

{b) Multiple advances of LH loan
and/or grant funds. In the event FmHA
provides grant only assistance, or if
interim commercial financing is not
available for a loan or combination loan
and grant in excess of $50,000, multiple
advances will be used subject to the
following: - .

(1) When relatively large amounts of
funds are to be expended for purchases
of real estate or for other reasons at the
time of closing, separate checks for such
purposes may be ordered and endorsed
by the borrower to the seller or other
appropriate party. This will preclude the
necessity for depositing such funds in

. the supervised bank account and reduce

the amount of required collateral.

(2) Except as indicated in paragraph
{b) (1) of this section, advances will be
made only as needed to cover

disbursements required by the borrower «

for a 30-day period. Normally, the
advances should not exceed 24 in
number or extend longer than 2 years
beyond loan closing. The retained
percentage withheld from the contract
or to assure that construction will be
completed in accordance with the
contract documents will ordinarily be
included in the last advance. Advances
will be requested in sufficient amounts
to insure that ample funds will be on
hand to pay costs of construction, land
purchase, legal, engineering, or
architectural costs, interest, and other
expenses, as needed. The borrower will
prepare Form FmHA 440-11, “Estimate
of Funds Needed for 30-day Period
Commmencing ————" modified
as needed, to show the amount of funds
required during the 30-day period. This
form will be approved by the District
Director. After the District Director
determines that the estimate prepared
by the borrower is adequate, the District
Director will request the advance by
indicating the amount on Form FmHA
440-57 in accordance with the FMI and
forwarding it to the Finance Office, St.

Louis, Missouri. As an example, fora
loan and/or grant of $100,000, the
advances may be made as follows:
Assuming that the loan and/or grant
will be closed on July 1, the borrower
will complete Form FmHA 440-11 in
sufficient time so that the funds will be
available on the day of loan closing. The
estimates should be broken down for the
first advance in a manner similar to the

following:

Construction $30.000

Land &2q 5,000

Architeciural 4000

Legal 1,000
Tolal $40.000

An Advance in the amount of $40,000
would then be available on July 1, the
date of loan closing. The second
advance will also be based on the
borrower’s estimate prepared on Form
FmHA 440-11, and will be prepared in
sufficient time so that the estimated
amount of funds will be available on
August 1. This estimate of funds might

be broken down as follows:
Consiruction $20,000
Architechural, 1,000
Total $21,000
A copy of Form FmHA 440-57
specifying the amount then will be

forwarded to the Finance Office. The
same routine will be followed for each
advance until the project is completed.

(3) Any deviation from the multiple
advance procedure must have the prior
approval of the National Office.

{c) Requesting check. When loan
approval conditions can be met,
including any real estate lien required,
and a date for loan closing has been
agreed upon, the District Director will
determine the amount of funds needed
in accordance with either paragraph (a)
or (b} of this section. The District
Director or the District Director's
delegate will then order the loan and/or
grant check so that it will be available
on or just before the date set for loan
closing.

(d) Increase or decrease in the
amount of the loan. If it becomes
necessary for the amount of the loan

_and/or grant to be increased or

decreased before loan closing, the loan
approval official or District Director will
request that all distributed docket forms
be returned to the District Office. The
loan docket will be revised accordingly
and reprocessed.

(e) Cancellation of loan. Loans and/or
grants may be canceled after approval
and before loan closing as follows:

(1) The District Director will prepare
Form FmHA 440-10, "Cancellation of
Loan or Grant Check and/or
Obligation,” in an original and two

copies (3 copies if the check is received
in the District Office from the Regional
Disbursing Office]. The original and
copies will be sent to the State Director
with the reasons for requesting
cancellation. If the State Director
approves the request for cancellation,
the State Director will forward the
original request to the Finance Office
after making appropriate adjustments in
the records to control loan allocations.
A copy of Form FmHA 440-10 will be
sent to the National Office and the
District Office.

(2) If the loan or grant check is
received in the District Office, the
District Director will return it to the
Disbursing Center, U.S. Treasury
Department, Post Office Box 3329,
Kansas City, Kansas 66103, with a copy
of Form FmHA 440-10.

{3) All interested parties will be
notified of the cancellation as provided
in Part 16807 of this Chapter (FmHA
Instruction 427.1).

(f) Handling the loan or grant check.
The loan or grant check will be handled
in accordance with paragraph IV of
FmHA Instruction 102.1 which is
available in any FmHA office and
Subpart A of Part 1902 of this Chapter.

{g) Property insurance. Buildings will
be insured in accordance with Subpart
A of Part 1806 of this Chapter (FmHA
Instruction 426.1).

§1944.176 Loan and/or grant closing.

(a) Applicable instructions. LH loans
and/or grants will be closed in
accordance with applicable provisions
of Part 1807 of this Chapter (FmHA
Instruction 427.1) and State
supplements. Loan dockets for an
organization and loan dockets for an
individual in special cases will be sent
to OGC for additional closing
instructions. A family farm corporation
or partnership or an association of
farmers applicant may use its attorney
to close the loan in accordance with
applicable loan closing instructions
provided the attorney is not a member,
officer, director, trustee, stockholder, or
pariner of the applicant entity. Nonprofit
organizations may use an attorney who
is a member of their organization. The
cost incurred by the organization for
legal services must be reasonable and
competitive for the area.

(b) LH grant agreement. An LH grant
agreement, prepared and authorized as
provided in § 1944.164(e), will be dated
and executed by the applicant on the
date of grant closing. The executed
agreement will be filed with the
mortgage or other security instrument in
the County Office case file.

(c) Morigage. Unless the OGC
determines the form to be inappropriate,
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real estate mortgage Form FmHA 427-1
(State), “Real Estate Mortgage for

. will be used. For loans and/or
grants-to organizations, Form FmHA

427-1 will be modified as prescribed by

or with the advice of the OGC with
respect to the name, address, and other

identification of the borrower, style of -

execution, acknowledgment, and any
other provisions. :
(1) The mortgage or other instrument
will contain the following covenant:
“The property described herein was
obtained or improved through Federal
financial assistance. This property is subject

who are likely to be displaced due toa
change in the use of such housing and related
facilities, or to an increase in rental or other
charges likely to occur as a result of
prepayment.

(ii) and, in the case of housing or related
facilities contajning more than 10 dwelling
units, that the change likely to occur as a
result of such prepayment will nof have a
substantial adverse effect on the supply of
affordable, decent, safe, and sanitary housing
available to low- and moderate-income and
elderly or handicapped persons in the area in ,
which such housing and related facilities are
located. A tenant may seek enforcement of
this provision as well as the Government,”

to the provisions of title VI of the Civil Rights . Any borrower whose loan was

Act of 1964 and the regulations issued
pursuant thereto for so long as the property
continues to be used for the same or similar
putpose for which financial assistance was
extended or for so long as the purchaser
owns it, whichever is longer.”

{2) For all LH loans approved on or
after December 21, 1979, the following
language shall be included in the
mortgage: .

*The borrower and any successorsin

interest agree to use the housing for the
purpose of housing people eligible for

occupancy as provided in section 514 of Title

V of the Housing Act of 1949 and FmHA
regulationg then extant during-this 20 year
period beginning (the date the Jast
loan on the project is closed). No person
occupying the housing shall be required to
vacate prior to the close of such 20 year
period because of early repayment. The

borrower will be released during such period

from these obligations only when the
Government determines that there is no

longer a need for such housing or that Federal

or other financial assistance provided to the
residents of such housing will no longer be
provided. A tenant may seek enforcement of
this provision as well as the government”.

. (3) For all Section 514 loans approved

prior to December 21; 1979, and closed
after that date, you will include the
following language in the Mortgage and
Loan Resolution or Loan Agreement:

“The borrower and any successors in
interest agree as required by Section 502 .
(c)(2) of the Title of the Housing Act of 1949,
as amended, then extant, to use the housing

for the purpose of housing people eligible for
occupancy as provided in Section 514 of Title

V of the Housing Act of 1949, as amended
and FmHA regulations then extant during
this (15 year for unsubsidized and 20
years for subsidized loans) year period
beginning — (the date the last loan on
the project is closed). The borrower
understands that should an unsubsidized

project be converted to subsidized within 15 '

years from the date the last loan on the
project is closed, that the period will be
increased by 5 years. The borrower will be
released during such period from these
obligations only when the Government
determines that: i

(i) Affordable, decent, safe, and sanitary

alternative housing is available to the tenants

approved prior to December 21, 1979,

—and was closed on or after that date

with the prospective restrictive language
in the Mortgage, Loan Resolution or
Agreement should be notified that they
have the option of having these
instruments modified if they desire to do
s0. Any cost associated with the
modification must, however, be horne
by the borrower. Any action in this area
should be approved by the Office of the -
General Counsel.

(4) When a loan resolution or loan

agreement is used, an additional

paragraph will be included in the
mortgage to read as follows:

“This instrument also secures the .
obligations and covenants of Borrower set
forth in Borrower's Loan Resolution (Loan
Agreement) of (Date), which is hereby
incorporated herein by reference.” —~ *

(5) When a loan resolution orloan
agreement is not used, the following will
be included in the morigage:

(1) “Occupancy of the housing will be
limited to domestic farmworkers or
migrants as defined in this Subpart
unless the Government gives prior
written approval for other occupancy,
except that in no case will a member of
the borrower’s immediate family occupy
the housing.” . :

{ii) “The housing will be operated on a
nonprofit basis. The borrower will
provide any financial information
requested concerning income and
expenses connected with the housing.”

(6) When the borrower is an
organization the mortgage will include
the following provision:

“Borrower will not require any occupant of
the housing or related facilities, as a
condition of occupancy, to work or be
employed on any particular farm or other
place, or work for or be employed by any
particular person, firm, or interest.”

(7) For a grant made at the same time
as an LH loan, the mortgage securing the
loan will contain a provision making it
also secure the applicant’s obligations
under the LH grant agreement. For a
grant not made at the same time as an

LH loan, the type of security instrument
will be determined by the National
Office based upon the State Director's
recommendationt and the advice of
OGC. :

(d} Promissory Note.

(1) The total amount to be shown on
the note will be shown on Form FmHA
440-1. The note will be dated the date of
loan closing as authorized in
§ 1807.2(f)(8) of Part 1807 of this Chapter
(paragraph II F 8 of FmHA Instruction
42724). '

(2) Form FmHA 440-16, "Promissory
Note,” will be used for all LH loans.

. Payments on LH loans will be scheduled

on an annual basis and in accordance
with the FMIL Form FmHA 440-9 will be
used to schedule payments on a
monthly, quarterly, or semi-annual basis.
in accordance with the expected
schedule of income from the project.

(3) Deferred principal payments may
be permitted up to 2 years when .
determined to be necessary and
advisable. Accrued interest must be
paid annually; however, smaller than
regular payments of principal or no
payments of principal may be provided
for the first and second installments
after loan closing.

(4) The note(s) will be signed in
accordance with Part 1807 of this
Chapter (FmHA Instruction 427.1) and
any supplemental instructions from
OGC. : .

(5) Immediately after loan closing the
original notes and copies will be
distributed in accordance with the FMI

{6) For a loan to a public body the

Jorms of obligation will be determined in
accordance with § 1942.19 of Subpart A
of Part 1942 of this Chapter.

(e) Recorded mortgage. When the real
estate mortgage is returned by the
recording official, the District Director
will retain the original in the borrower's
case folder. If the original is retained by
the recording official for the county
records, a conformed copy including the
recording data showing the date and
place of recordation and book and page
number will be prepared and filed in the
borrower's case folder. A copy of the
mortgage, conformed as to all matters
gxcept the recording date, will be
delivered to the borrower.

(f) Date of closing—establishment of
account,

{1) An LH loan and/or grant is
considered closed when the security
instrument is filed of record or, if no
security instrument is filed of record,
when the loan or grant funds are |
deposited in the supervised bank
account or otherwise made available to
the borrower after the borrower
executes and delivers the note and any
other required instruments.
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(2) After the loan and/or grant is
closed, the account and case folder will
be established in accordance with
applicable FmHA regulations (FmHA
Instructions 405.1 which is available in
any FmHA office and FmHA Instruction
2033-B which is available in the FmHA
- State and National Offices.}

§ 1944.177 Coding loans and grants as to
initial or subsequent.

A borrower may obtain financing for
more than one project. Each project will
be coded as an initial loan or grant
when the total number of units are built
or purchased at one place at one time. A
subsequent loan or grant will be so
coded when an additional loan or grant
is necessary to complete the units
planned with the initial loan or grant, As
an example, the borrower may obtain
initial loans or grant for more than one
project in the same district, in different
counties under the same District Office
jurisdiction, or in more than one District
Office jurisdiction. Codes to be used will
be in accordance with the FMI for Forms

FmHA 440-1, FmHA 440-57, and FmHA ~

444-5.

§ 1944.178 Complaints regarding
discrimination in use and occupancy of LH.

Any occupant or applicant for
occupancy or use of such LH or related
facilities who believe they have been
discriminated against because of race,
color, religion, sex, national origin, age,
marital status, or physical or mental
handicap (must possess capacity to
enter into legal contract) may file a
complaint with the District Director or
State Director. Any complaint will be
referred through the State Director to the
National Office.

{a) The complaint should be in writing
and signed by the complainant. .
However, the complaint may be phoned
to a FmHA office. In any case, the
complaint should contain the following
information (the FmHA employees will
provide assistance as needed in
preparing the complaint).

(1) The name and address (including
telephone number) of the complainant.

(2) The name and address of the
person committing the alleged
discrimination.

(3) Date and place of the alleged
discrimination.

(4} Any other pertinent information
that will assist in the investigation and
resolution of the complaint.

(b) The District Director or State
Director will acknowledge receipt of the
complaint and promptly forward it to
the National Office.

(c) Attached to the complaint should
be a statement from the District Director
or State Director as to whether the

security instrument or other document
executed by the borrower contains a
nondiscrimination agreement. The
statement also should include any other
information which the State Director or
District Director has pertaining to the
complaint, The District Direclor or State
Director should delay a comprehensive
investigation of any complaint until
requested to conduct the investigation
by the National Office.

{d) The National Office will determine
whether discrimination did in fact occur.
If necessary, appropriate steps will be
taken to ascerlain the essential facts.

(e) If it is found that the borrower's
nondiscrimination agreement in the
security instrument orelsewhere was
violated, FmHA will inform the parties
of such finding and advise the violator
to take the aclion necessary to correct
the violation and to give appropriate
assurance of future compliance,

{f) If it is found that the complaint is
without substance, the parlies
concerned will be so notified.

(g) If the borrower fails to take such
corrective action and assure future
compliance, the Administrator may take
further appropriate action.

§§ 1944.179-1944.180 [Reserved]

§ 1944.181 Loan servicing.

LH loans and grants will be serviced
in accordance with Subpart B of Part
1924 of this Chapter and Subpart G of
Part 1802 of this Chapter (FmHA
Instruction 430.2). Requests for rent
increases will be processed in
accordance with Exhibit F of Subpart G
of Part 1802 of this Chapter (FmHA
Instruction 430.2, Exhibit F).

§ 1944.182 Rental assistance,

Rental assistance may be provided to
eligible tenants in LH projects in
accordance with Exhibit R of Subpart D
of Part 1822 of this Chapter (Exhibit R of
FmHA Instruction 444.5), Income will be
verified for LH tenants requesting rental
assistance from all easily identifiable
sources by using Form FmHA 410-5,
“Request for Verification of
Employment.” Income or portions of
income from sources that are not known
or not easily contacted will be verified
from the best information obtainable.
This may include copies of payroll
records, tenant's own records, contacls
with individuals who may be
knowledgeable of the tenant's income,
ar, if no other verifiable data is
available, a notarized affidavit from the
tenant attesting to his/her previous
year's income. The borrower and tenant
will execute Form FmHA 444-8, “Tenant
Certification." The borrower will be
expected to cerlify only that the income

is correctly stated based on the best
information available. The borrower
will be expected to have the tenants that
occupy the project year round and do
not have easily verifiable income report
monthly income to enable accurate
income certification at the end of one
year of occupancy.

§ 1944.183 Exception authority.

The Administrator of the Farmers |
Home Administration may, in individual
cases, make an exception to any
requirements of this Subpart not
required by the authorizing statute if the
Administrator finds that application of
such requirement would adversely affect
the interest of the Government, the
immediate health or safety of the
tenants or the community. The
Administrator will exercise the
authority only at the request of the State
Director. The State Director will submit
the request supported by data;
demonstrating the adverse impact;
identifying the particular requirement
involved: showing proper alternative
courses of action; and, identifying how
the adverse impact will be eliminated.

8§ 1944.184-1944.199 [Reserved]

§1944.200 Refinancing of LH loans
ap%oved and closed prior to December 21,
1979. ’

The State Director should notify by
certified mail to all borrowers of record
as of December 21, 1979, that the
Housing and Community Development
Amendments of 1979 contain restrictive
provisions for the prepayment of Section
514 loans. These restrictive provisions
will remain in effect for 15 years from
the date the loan was made in the case
of a nonsubsidized loan and 20 years for
subsidized loans. These borrowers
should be further informed that if they
do plan to prepay their loan, they should
counsel with FmHA prior to making any
commitments to determine the exact
requirements.

{a) The State Director may accept
offers to prepay after examining the
offer and its likely consequences or may
require graduation under Part 1865 of
this Chapter (FmHA Instruction 451.6}.
Unless the State Director determines:

(1) That due to a change in the use of
such housing and related facilities, or to
an increase in rental or other charges
likely to occur as a result of prepayment,
the low and moderate income and
elderly or handicapped tenants
occupying the assisted housing at the
time of such offer or request cannot
reasonably be expected to remain in
occupancy for such period. However,
notwithstanding such a determination,
such offer or request to prepay may be
processed only if affordable, decent,
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safe, sanitary, and nonassisted
alternative housing, or vacant assisted
units for which there is no-waiting list, is
available to the tenants who are likely
to be displaced as a result of such
change or increase, and

(2) in the case of housing or related
facilities containing more than10 -
dwelling units, that the changes likely to
occur as a result of such prepayment
will have a substantial adverse effect on
the supply of affordable, decent, safe,
and sanitary housing available to low-
and moderate-income and elderly or
handicapped persons in the area in
which such housing and related facilities
are located. .

(b) For transfers outside the program,
if the State Director makes an
affirmative determination under
paragraph {1) or (2) of this section, then
prepayment may be accepted only if a
clause is inserted in the deed. The
clause would read as follows:

“The purchaser agrees that the
housing located on this property will be
used -only as authorized under section
514 of the Housing Act of 1949 and
FmHA regulations then extant-until .
(insert date, 15 or 20 years from
the date the last loan on the project was
closed). A tenant may seek enforcement
of this provision as well as the United
States. No person occupying the housing
shall be required to vacate during such
period because of early repayment.”

(c) That, if the borrower wishes to

prepay and operate the property within -

the objectives of the program or to
transfer the loan to a transferee that will
keep the housing within the program, a-
document containing the restrictive
language that appears below must be
executed. In the case of transferees, the
restrictive language will be inserted in
the Assumption Agreement and Loan
Resolution or Loan Agreement. In the -
case of borrowers prepaying but not
transferring the property, the restrictive
language will be inserted in the deed of
release and filed for record.

“The borrower and any successors in
interest agree to use the housing for the
purpose of housing people eligible for
occupancy as provided in Section 514 of
Title V of the Housing Act of 1949 and
FmHA regulations then extant during
the year period beginning
(the date the last loan on the project is .
closed). The borrower also agrees that
no person occupying the housing shall
be required to vacate prior to the close
of such year period because of
early prepayment. The borrower will be
released from these obligations only
when the Government determines that
there is no longer a need for such
housing or that Federal or other
financial assistance provided to the

residents of such housing will no longer
be provided.”

Exhibit A—Labor Housing Loan and

Grant Application Handbook

Introduction.

Development of a proposal for a Labor
Housing (LH) loan and grant can be an
expensive proposition and the Farmers
Home Administration (FmHA),

"therefore, encourages applicants to

develop applications in two phases
which are termed preapplication phase |
and application phase. In development
of the items required for the
preapplication phase, applicants should
understand that the Government is in no

-way obligated to commit loan or grant

funds to the proposed project and
therefore, they should not, at this stage,
incur expenses for the optioning of land,
architectural services, engineering
services, or other purposes unless they
will be able to use their own funds to
pay these expenses. In addition, before
the development of a preapplication,
applicants should meet with the local
FmHA District Director to gain a basic
understanding of the eligibility and
other requirements of the LH loan and
grant program.. -

Applicants should also be aware that
rental assistance (RA) subsidies are
available to eligible projects to reduce
rents for low-income farmworkers. RA
may be used in conjunction with LH

grants to develop feasible LH projects to
- meet local farmworker housing needs.

When at all possible, apphcapts should
consider the use of RA in lieu of a full
90% grant for LH projects with year-
round occupancy.

Exhibit A-1—Information to be
Submitted by Organizations and
Associations of Farmers for Labor
Housing Loan or Grant

1. The following information should be
submitted with Form AD-621, B
“Preapplication for Federal Assistance™:

A. Eligibility:

1. Financial Statement—A current,
dated, and signed financial statement
showing assets and liabilities with
information on the repayment schedule
and status of all debts. If the applicant is
an association of farmers, a current
financial statement will also be required
from each member who holds an
interest in the association in excess of
10 percent. The applicant, must have or
be able to obtain initial operating
capital of at least 2 percent of the total

. development cost of the project. A

statement should, therefore, be included
explaining how such funds will be
provided. Loan or grant funds may be

used to provide the required initial
operating capital for nonprofit and State
or local public agencies.

2. All applicants, except State:and
local public agencies, must provide
evidence that they are unable to obtain
credit from other sources. Letters from
credit institutions who normally provide
real estate loans in the area should be
obtained and these letters should
indicate the rates and terms upon which
a loan might be provided.

3. If a Labor Housing (LH) grant is
requested, the applicant should provide
a statement on their projected use of
Rental Assistance (RA) and their need
for a LH grant. This statement should
include preliminary estimates of the
rents required with and without a grant
and the relative need for a grant if RA is
provided to supplement market rents for
eligible farmworkers. {LH grants and RA
are not available to associations of
farmers.]

4. A statement-of the applicant's
experience in operating LH or other
rental housmg If the applicant's
experience is limited, additional
information should be provided to
indicate how the applicant plans to
compensate for this limited experience.
(i.e., obtaining assistance and advice of
a management firm, non-profit group,
public agency, or other organization
which is experienced in rental
management and will be available on a
continuous basis).

5. A brief statement explaining the
applicant’s proposed method of
operation and management, This does
not have to be a full-fledged
management plan, as outlined by
Exhibit B of this Subpart; however, it
should generally explain haw the
applicant proposes to operate the
facility. (i.e., on-site manager,
contracting for management services,
etc.).

6. Applicants must provide a copy of
or an accurate citation to the special
provisions of State law under which the
applicant is or is to be organized, 4 copy

of the apphcant‘s charter, Articles of

Incorporation, bylaws, and other basic
authorizing documents; names,
occupations, and addresses of the
applicant's members, directors, and

. officers; and, if a member or subsidiary

of another organization, its name,
address, and principal business.

B. Need and demand.

A preliminary survey should be
conducted to identify the supply and
demand for LH in the area. This survey
should address or include the following
items:

1. The annual income level of
farmworker families in the area and the
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probable income of those farmworkers
who are most apt to occupy the
proposed unit.

2. A realistic estimate of the number
of farmworkers who are home-based in
the area and the number of farmworkers
who normally migrate into the area.
Information on migratory workers
should indicate the average number of
months the migrants reside in the area
and a7 indication of what type of family
groups are represented by the migrants
(i.e., single individuals as opposed to
families). Much of this information may
be available from the local office of the
Rural Manpower Services section of the
Department of Employment Services.

3. General information concerning the
type-of labor intensive crops grown in
the area and prospects for continued
demand for farm laborers (i.e., prospects
for mechanization etc.). Information may
be available from the local U.S.
Department of Agriculture (USDA)
Cooperative Extension Service office or
from the Agricultural Stabilization and
Conservation Service.

4. The overall occupancy rate for ~
comparable rental units in the area and
rents charged and customary rental
practices for these units (i.e., will they
rent to large families, do they require
annual leases, etc.). This information
may be available from census data,
local planning organizations, or local
housing authorities. '

5. The number, condition, adequacy,
ownership and rental rates for units
currently used or available to
farmworkers. This information may be
available from local farmworker
advocacy groups, Rural Manpower
Services, or social service agencies.

6. A general description of the units
proposed, including number, type, and
size and an estimate of the total
development cost and amount of
contribution by the applicant. This
should also include an estimated
projection of the rental rates to be
charged.

Note: The market survey is one of the
most important determinates of the
overall feasibility of the proposed
project. Therefpre, the applicant may
wish to do a more detailed study of the
market in accordance with item II'J
below. Endorsement of the proposal by
community leaders will not be required.

C. Environmental Information.

The applicant will complete Form
FmHA 449-10, “Applicant's
Environmental Impact Evaluation,” in
accordance with FmHA Instruction
1901-G. The applicant should provide all
information requested; the District
Office will provide any assistance
necessary in completing this form.

D. Affirmative Fair Housing Marketing
Plan,

Each applicant will prepare and
submit HUD 935.2, “Affirmative Fair
Housing Marketing Plan,” where they
propose developing five (5) or more
units. The plan will reflect that
occupancy is limited to their employees
and that they will not discriminate on
the basis of race, color, national origin,
sex, or marital status in regard to the
occupancy of these units.

E. Additional Information.

The following items should be
provided only if they are readily
available:

1. A map of the proposed site showing
the location of the site and supporting
information on the neighborhood and
available facilities, such as distance to
shopping, churches, schools, available
transportation, drainage, sanitation
facilities, water supply, and access to
other services such as doctors, dentists,
and hospitals.

2. Any available sketches or
schematics of the proposed housing
including plot plans, building layouts,
and construction {ypes.

The information required by the
preapplication will be carefully
reviewed for eligibility and feasibility by
appropriate Farmers Home
Administration (FmHA) officials. As
soon as a decision is reached, the
applicant will be advised of the
availability of funds for the project. via
Form AD-622, “Notice of Preapplication
Review Action.” :

Upon receipt of Form AD-822
indicating favorable action by FmHA,
the applicant, if proposing 10 or more
single detached units, or 25 or more
multifamily type units, should submit
Form AD-621 with required information
to the appropriate State and/or area-
wide clearinghouses so that required A-
95 reviews can be conducted and .
comments received from approptiate
State agencies before the final
application is submitted. Local FmHA
District or State Offices can provide
names and addresses of appropriate
clearinghouses and details on the
information which must be submitted.

II. Information to be Submitted with
Form AD-625, “Application for Federal
Assistance (Short Form)"

A. After the applicant has received
the signed Form AD-622 authorizing the
applicant to proceed to develop a final
application, the applicant and the
applicant's architect should meet with
the FmHA architect/engineer and other
officials responsible for loan processing.
During this preprocessing meeting

FmHA will discuss the services which
the applicant’s architect will be
expected to provide and wilt also
explain the items needed to complete
the final application.

If after &e preprocessing meeting the
applicant believes that the Labor
Housing (LH) project can be developed
within the guidelines required by FmHA,
the following information should be
submitted with Form AD-825:

B. If applicable, evidence that Form
AD-821 has been filed with the
appropriate State or local
clearinghouses for A-95 review along
with any comments received from the
clearinghouses.

C. Proposed contracts for
architectural, engineering, and legal
services as applicable. FmHA approval
of these contracts should be obtained
before execution of the contract.

D. A plot plan and detailed
preliminary drawings and specifications
prepared in accordance with Subpart A
of Part 1804 of this Chapter (FmHA
Instruction 1924-A). Exhibit A-3
provides FmHA’s general philosophy
and standards concerning the
construction of LH facilities.

E. A detailed cost breakdown of the
project for items such as land purchase,
right-of-ways, building construction,
equipment, utility connections, on-site
improvements, architectural and/or
engineering services, and legal services.
The cost breakdown should itemize
labor and material unit costs. If an LH
grant is proposed, construction will be
subject to the provisions of the Davis-
Bacon Act. LH grant applicants should,
therefore, obtain a copy of Subpart D of
Part 1901 of this Chapter which explains
the Davis-Bacon requirements.

F. Satisfactory evidence of review and
approval of the proposed housing,
including compliance with zoning
requirements by State and local
officials, as required by applicable State
or local laws, ordinances, or regulations.

G. If not already provided in the
preapplication submittal, a map of the
proposed site showing the location of
the site in relation to available facilities

-such as schools, shopping, churches,

hospitals, etc. In addition, supporting
information should be provided
indicating that essential utilities such as
sewer, water, electricity, etc., will be
available to the project. {See Exhibit A-
3 for FmHA's general requirements for
location of LH facilities).

H. A description of and justification
for any related facilities such as
community or multi-purpose type
buildings, cafeterias, dining halls,
infirmaries, child care facilities, etc. To
be included for funding by FmHA, the
facilities should not be of extravagant
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design and their size must be
commensurate with the needs of the
farmworkers who will occupy the -
housing facility. Any long-term
agreements which are contemplated
with other agencies for services such as
manpower training, migrant health
services, child care, and education
programs should be explained and
included as justification for the related
facilities. ’

+ 1. A detailed market analysis
addressing in detail the preapplication
information required under item I B
above, “Need and Demand,” should be
conducted in accordance with the
following: )

1. The market area (i.e., the area from
which tenants can reasonably be drawn
for'the project) should be clearly
identified.

2. Adequate existing units which are
currently available or which could
become available should be surveyed
and information obtained and recorded
in a format similar to Exhibit A—4.

3. Individual farmworkers and
farmworker groups should be contacted
and their ideas obtained concerning the
type of housing which would gain the
greatest acceptance. (This information
may not seem important at the outset of
the loan if there is a pressing need for
LH, however, to assure a long-term
demand for the project, consideration
should be given to the views of the
prospective tenants).

4. The above items should then be
correlated to arrive at a realistic
estimate of the total need for units, type
of units, estimated occupancy, maximum
rental rates which can be charged for
the units, and the type of amenities or
related facilities which should be
provided.

J-Proposed, detailed operating
budgets for: (1) the first year of
operation, and (2) a typical year’s
operation, The overall percentage of
occupancy should be based upon the
data collected in the market analysis.
Operating costs should be realistic and
should reflect somewhat higher than
normal maintenance costs and an
allowance for the establishment of a
reserve as required by the loan
agreement. The budget should be
prepared in a format similar to Exhibit
A-5. )

K. A management plan which includes
the applicable items of Exhibit B.

L. When the loan is to be secured by a
junior real estate lien, certain
agreements will be required from prior
lien holders. The local or State FmHA
Official will provide the applicable
agreements.

M. An option to purchase or other
evidence of ability to purchase or

evidence of ownership for the proposed
site. -

I Submission of final application.

When the final application is
assembled it should be submitted to the
local FmHA District Office for review
and submission to the State Office. As
soon as a final decision to approve the
loan is reached, the applicant will be

" notified and advised to proceed with the

preparation of final plans and
specifications, contract documents, and
other items needed to close the loan.
The applicant should not proceed with
bid advertisement or contract awards
until advised to proceed by FmHA.

Exhibit A-2~—Information to be
Submitted by Individuals, Farmowners
and Family Farm Corporations or
Partnerships for Labor Housing Loans

L. Information to be-submitted with Form
AD-621, “Preapplication for Federal
Assistance.”

A. Financial Statement. Show assets
and liabilities of the applicant, each
individual farmer, and each farming
partnership or corporation of which the

- individuals are members. Each

statement must be signed and dated.
Financial statements of family farm
corporation or partnership members
with less than a ten percent corporate or
partnership interest need not be
submitted to FmHA.

B. Other Credit. All applicants must
provide evidence that they are unable to
obtain credit from other sources.
Applicants should attach letters

- showing what rates, terms and

conditions are available for the project.
from private credit sources. In seeking
other credit, the assets and personal
liability of each of the members must be
offered if the applicant is a family farm
corporation or partnership.

C. Experience. Describe the
experience of each member in owning or
operating labor or rental housing. If
limited, describe other business
experience.

D. Operation. Describe the proposed
operation of the housing and its
relationship to the farm operation.
Include the proposed method of tenant
selection, unit maintenances, . )
determining rental charges (if any),
payment of utilities, etc.

E. Need. Describe the farming
operations in which the laborers to be
housed if the units will be used. Include

, acreages of each crop or details of other

operations. Discuss présent laborers and
their living arrangements and the
number and condition of labor housing
now provided.

F. Continuing Need. Discuss any
possible changes in mechanization or
shifts to other farm products that might
decrease the need for labor housing in
the future.

G. Proposed Security. If a mortgage is
not being given on the entire farm,
exXplain why not and describe the sitos
proposed as security. Attach a map
showing the site locations, shopping
areas, schools, doctors, hospitals,
nearest public water and sewer system,
and school bus stop.

H. Proposed Project. Describe the
housing proposed to be bought or built
(specify which) and the estimated cost.
If building sites are to be purchased,
show the cost of each. Attach any
options available. List any other
expenses expected. Show the total cost,

.the loan requested, and the applicant

contribution.

1. Environmental Information. The
District Office will advise the applicant
of the applicability of FmHA's
Environmental policies under FmHA
1901-G, which are primarily based on
the size of the proposed project. If
applicable, the applicant will complete
Form FmHA 449-10, “Applicant's
Environmental Impact Evaluation.”" The
District Office will provide assistance’
and guidance to the applicant in
completing this form.

J. Affirmative Fair Housing Markeling
Plan, Each applicant will prepare and
submit HUD 935.2, “Affirmative Fair
Housing Marketing Plan,” where they
proposed developing five (5) or more
units, The plan will reflect that
occupancy is limited to their employees

. and that they will not discriminate on
- the basis of race, color, national origin,

sex, or marital status in regard to the
occupancy of these units.

1L Information to be submitted with
Form AD-625, “Application for Federal
Assistant (Short Form)"

A. Supplemental. Any information
requested to clarify or augment
information supplied earlier with the
preapplication,

B. Site. Options to purchase or a copy
of deeds and mortgages on sites already
owned. < ‘

C. Surveys. When needed to identify
the site, a current survey showing
boundaries, geographical features,
access to public roads, and public utility
location.

D. Plans, Specifications, and Proposed
Contracts. Attach one copy-of each
complete set of building plans and
specifications and a bid or contract for
construction. A complete site planis
also required.

This document has been reviewed in
accordance with FmHA Instruction
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1801-G, “Environmental Impact
Statements.” It is the determination of
FmHA that the proposed action does not
constitute a major Federal action
significantly affecting the quality of the
human environment and in accordance
with the National Environmental Policy
Act of 1969, P.L. 91-190, an
Environmental Impact Statement is not
required

Dated: july 3, 1980.
Gordon Cavanaugh,
Administrator, Farmers Home
Administration.
{FR Doc. 80-20748 Filed 7-15-80; 8:45 am]
BILLING CODE 3410-07-M

DEPARTMENT OF ENERGY
Economic Regulatory Administration

10 CFR Part 211
{Docket No. ERA-R-80-1]

Mandatory Petroleum Allocation
Regulations

Assignments and Adjustments to
Firms; Allocation Level for Mail Hauling

AGENCY: Economic Regulatory
Administration, Department of Energy.

ACTION: Final rule.

SUMMARY: The Economic Regulatory
Administration (ERA) of the Department
of Energy (DOE) is issuing a final rule to
establish an allocation level of one
hundred (100) percent of base period use
not subject to an allocation fraction of
motor gasoline for all mail hauling by or
under contract to the United States
Postal Service (USPS) and by firms in
the business of transporting goods for a
fee at uniform rates available to all
persons. The rule also permits ERA, in
considering applications for allocation
assignments and adjustments, to treat as
a separate firm all or part of an
integrated business enterprise. The
amendments are being adopted in
response to reports that during last
summer’s shortfall, USPS vehicles were
unable to receive adequate volumes of
motor gasoline, and that this problem
may have been aggravated by certain
provisions of the allocation program.

EFFECTIVE DATE: August 15, 1980.

FOR FURTHER INFORMATION CONTACT:
‘William Webb {Office of Public

" Information), Economic Regulatory
Administration, Room B-110, 2000 M
Street, NW., Washington, D.C. 20461
(202) 653-4055;

Eric Hager (Regulations & Emergency
Planning), Economic Regulatory
Administration, Room 7202-H, 2000 M

Street, NW., Washington, D.C. 20461
(202) 653-3263;

Bill Funk or Sue D. Sheridan (Office of -
General Counsel}, Department of
Energy, Room 6A127, 1000
Independence Avenue, SW.,
Washington, D.C. 20585, (202) 252~
6736 or 252-6754.

SUPPLEMENTARY INFORMATION:

1. Background

II. Comments Received
IIL. Amendments Adopted
IV. Procedural Matters

1. Background

On January 24, 1980, we issued a
notice of proposed rulemaking (45 FR
6951, January 31, 1980) to provide for an
allocation of one hundred (100) percent
of base period use not subject to an
allocation fraction of motor gasoline for
mail hauling by the United States Postal
Service. We also proposed a change in
the definition of firm which would
permit ERA to treat individual
components, including sites and
facilities of an integrated business
enterprise, as separate firms in
considering applications for allocation
assignments and adjustments. We also
proposed to amend the definition of bulk
purchaser by deleting the category of
ultimate consumers that receive product
for use in cargo, freight and mail hauling
by truck from the definition. Thus, in
order to qualify for priority allocations
for the hauling of mail, cargo and freight,
a firm would have to receive delivery of
that product into a storage tank
substantially under the control of that
firm at a fixed location.

II. Comments Received

A public hearing was held in
Washington, D.C. on February 28, 1960.
Comments were accepted through April
4, 1980. A total of seventeen oral and _
written comments were submitted by
trade associations, refiners, private
firms and one government agency.

In general, the comments supported
our proposal to grant a first priority
allocation without regard to vehicle size
to the United States Postal Service
(USPS) and firms under contract with
the USPS. The USPS submitted oral and
written statements explaining the
difficulties it experienced last summer in
trying to obtain adequate supplies of
gasoline to fuel delivery vehicles. The
USPS was strongly supportive of our
proposal to eliminate the requirement
that mail hauling be conducted by
“truck”, as defined in section 211.103, in
aorder to receive a first priority
allocation, and to establish a priority for
mail hauling without reference to
vehicle size. The USPS stressed that, not
only are the vast majority of USPS

delivery vehicles too small to meet the
weight requirement under the current
definition of truck, but even if ERA were
to revise the definition to include % ton
postal trucks, the many passenger cars
used on city and rural routes would still
be ineligible for priority allocations.

Three refiners expressed opposition to
our postal to change the current method
of allocating for mail hauling. One
refiner contended that the USPS had
failed to demonstrate that its supply
difficulties of last summer were severe
enough to warrant amending the
regulations as proposed. Another felt
that it would be more appropriate to
retain the existing regulations and
require the USPS to reduce the
frequency of mail delivery in times of
shorlage, rather than amend the
regulations to ensure that adequate
supplies are available at all times.
Another commented that, in times of
shortage, the USPS could be required to
pursue relief through the exceptions
process, thereby avoiding the need to
establish a general priority for mail
hauling.

After reviewing these comments, we
have decided to adopt our proposal to
give the USPS a priority allocation
without regard to vehicle size. In both its
oral and written statements, the USPS
described the difficulties it encountered
last summer in obtaining adequate
gasoline supplies, including its reliance
on state set-aside programs to fuel its
delivery vehicles that did not qualify for
allocations. We do not believe that
adopting the suggestion that DOE
decline to establish the proposed
priority for mail hauling, and thereby
force the USPS to curtail deliveries in
times of shortage, would be consistent
with the DOE's mandate to maintain all
public services, as required by section
4(b)(1)(B) of the EPAA. For the same
reason, we believe it is necessary to
amend the current regulations to ensure
that adequate supplies are available to
the USPS, rather than require the USPS
to rely on the exceptions process for
appropriate relief.

Although our proposed new definition
of “mail hauling” would have only
granted a first priority allocation to
governmental postal systems, we
specifically requested comments on an -
alternative definition that would include
private firms engaged in similar
businesses, such as courier services or
parcel carriers. We received several
comments on the issue, and have
decided to adopt a somewhat broader
definition than was initially proposed.
While the USPS specifically expressed
no position in the matter, several private
carriers submitted comments urging
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DOE to assign a first priority for a
variety of private delivery services in
addition to mail hauling by the USPS.
Several firms argued in favor of a
definition for priority allocations that
would include the transportation of
currency, medical supplies, and other
“time-sensitive” articles. One trade
association advocated the establishment
of a first priority, category that would
include the activities of all commercial
carriers, regardless of the nature of the
items delivered.

We are not adopting these
suggestions, since our proposal dealt

with the relatively narrow issue of how

the regulations might be amended to
resolve certain supply problems
experienced by the USPS last summer.
Since the EPAA also requires DOE in
promulgating regulations to minimize
economic distortion and unnecessary
interference with market mechanisms,
we were concerned with the effect that
granting the USPS a priority without
regard to vehicle size would have on .
competing private firms.

We are amending the definition to _
include both the delivery of letters and
parcels by the USPS and the delivery of
parcels by certain private transportation
firms that are available for hire by the
public at yniform rates. In order to
qualify for a first priority allocation, the
parcels delivered by a private firm must
meet certain size and weight limitations
set forth in the regulation, In formulating
these specifications, we decided to
adopt the larger of the USPS’ and the
United Parcel Service's size and weight
limitations (the USPS accepts parcels up
to 84 inches combined length and girth
and 70 pounds, and, United Parcel
Service accepts parcels up to 108 inches
combined length and girth and 50
pounds.) These specifications should
therefore permit private firms

'principally in the business of competing
directly with the USPS to receive equal
treatment in terms of priority
allocations.

Two private carriers proposed that,
instead of just deleting the condition “by
truck” from the priority for mail hauling,
ERA should eliminate hauling “by truck”
as a criterion in determining allocation
priorities for all commercial
transportation activities. We decided
not to adopt this suggestion since, as
another commenter pointed out, to do so
would effectively upgrade all second
priority allocations for commercial
activities to first priority status. This
result is neither within the scope of our
proposal concerning mail hauling nor in
furtherance of the objectives set forth in
section 4(b)(1) of the EPAA.

As a conforming change, we also
proposed to amend the existing

definition of bulk purchaser by deleting
the category of ultimate consumers that
receive product for use in cargo, freight
and mail hauling by truck. Thus, in order
to be considered a bulk purchaser, an
ultimate consumer (other than ultimate
consumers that receive delivery for use
in agricultural production) must receive
delivery of product into a storage tank
substantially under the control of that
firm at a fixed location. Of the four
commenters that addressed this aspect
of our proposal, one supported the
proposed amendment to the bulk
purchaser definition on the basis that it
would help to eliminate confusion as to
whether truck stops and service stations
are obligated to give cargo.carriers 100%
of their base period supply. On the other
hand, a trade association representing
the trucking industry expressed
opposition to any change in the current
definition, which it interpreted as
unambiguously granting a first priority
to all cargo and freight hauling by truck.
Another commenter, representing the
armored car industry, suggested an
alternative definition under which a
given firm or division thereof without a
storage tank would qualify as a bulk
purchaser provided that it purchases
most or all of its requirements from one
or two retail suppliers. Finally, we
received comments from an association
of USPS contract carriers that expressed
concern that, despite this rule’s
proposed amendments to eliminate the
condition “by truck” from the priority
for mail hauling, and the new definition
of mail hauling that includes firms that

.contract with the USPS, the proposed

amendment to the definition of “bulk
purchaser” would again exclude 99% of
its members’ mail hauling vehicles.

We have decided to adopt the
amendment to the definition of bulk
purchaser as proposed. As we explained
at length in our proposal, we donot  °
believe that the allocation system can

., work smoothly if interpreted to require

retail outlets to provide all cargo
carriers with 100% of the base period
allocations. We believe that the only
practical method for providing cargo
freight carriers with a first priority is to
condition that priority status on the
requirement that the firm receive
delivery into a storage tank at a fixed
location. With regard to the concerns
expressed by the USPS contract carriers
association, this rulemaking was
initiated in order to remove the vehicle
weight restrictions on priority
allocations for USPS delivery vehicles.
There has been no change in the
prerequisite under § 211.102 that the
USPS, and accordingly its contractors,
qualify as a bulk purchasers in order to

receive priority allocations. For the
reasons discussed above, we do not
believe that a change in this basic
premise is appropriate.

The final amendment we proposed
concerned the treatment of an end-user
or a wholesale purchaser-consumer as a
firm eligible to receive allocations under
§ 211.11. We proposed to amend
§ 211.11(b) to permit ERA to treat as a
separate “firm”, in considering
applications by wholesale purchaser-

_ consumers and end-users for allocation

assignments, adjustments or other relief,
any part of the parent or consolidated or
unconsolidated entity which it controls,
including any site or facility. The

" proposed change would have given ERA

the same discretion with respect to
ultimate consumers and resellers.

This proposal received strong support
from the USPS, which had difficulty
during the past summer in obtaining
supply for new postal facilities. In
addition, two refiners that supported
adoption of this proposal suggested

--certain revisions. One refiner suggested

that we modify the proposed
amendment by specifying that, in order
to be considered for an independent
assignment or adjustment, the separato
part, site or facility of the parent firm
must be a “new" facility, and that the
regulation define the term “new" in
order to avoid future confusion. Another
refiner expressed strong concern about
the effect of this change on suppliers'
allocation fractions should ERA, by
adopting this amendment increase the
number of new assignments. An
incentive to apply for assignments for
individual facilities may be created
‘because additional bulk fueling
locations can often be a means of
reducing operational costs. This refinor
suggested that the rule be amended to
require ERA to take the following
factors into account in considering
applications: (1) Whether the
independent site or facility was
replacing an operation that was being
closed, (2) whether historical purchases
for the facility had previously been
made at the retail level, and (3) whethar
the entity had volumes available from
some other site that could be transferred
to the new facility.

While we believe these comments
have merit, they relate to the broader
question of allocation assignments to all
bulk purchasers. This aspect of the
rulemaking is concerned solely with the
issue of whether ERA may consider
entities of a single firm for purposes of
allocation assignments, The problems
that the commenters identified address
the question of when any bulk purchaser
should receive an allocation assignment.
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These considerations are more
properly taken into account in the
consideration of individual applications.
In any case, the bulk purchaser
assignment guidelines limit new
assignments to firms with first priority
allocation levels {44 FR 59268, October
15, 1979).

Our proposal also specifically
requested comments regarding the
alternative of providing this flexibility in
granting assignments and adjustments
only for end-users and wholesale
purchaser-consumers, and not for
resellers. Although we received no
comments on the issue, we have decided
to restrict the amendment to end-users
and wholesale purchaser-consumer. We
decided not to provide for similar
treatment for resellers.since their
allocation entitlements are determined
with reference to the entitlements of
their purchasers. Moreover, site specific
assignments to wholesale purchaser-
consumers and end-users would be
reflected in upward adjustments to the
supplying resellers.

III. Amendments Adopted

The rule we are adopting today
amends the provision in 10 CFR 211.103
providing for allocation levels of 100% of
base period use not subject to a fraction
for cargo, freight and mail hauling by
truck. Under the amended rule,

allocations not subject to a fraction will ~

be granted for all mail hauling activities
as defined under 10 CFR 211.102,
regardless of the type of vehicle used for

- delivery. Allocations not subject to an
allocation fraction will continue to be
granted for cargo and freight hauling by
truck.

The rule amends 10 CFR 211.102 by
changing the definitions of bulk
purchaser and by adding new
definitions for mail hauling and for
cargo and freight hauling. The definition
of bulk purchaser is amended by
deleting the category of ultimate
consumers that receive product for use
in cargo, freight and mail hauling by
truck. Thus, in order to qualify for
allocations for mail hauling and cargo
and freight hauling by truck, a firm must
receive delivery of product into tanks
substantially under that firm's control at
a fixed location. Cargo and freight
hauling is defined under the amended
rule as the transportation of goods in the
regular course of business. Mail hauling
is defined as the transportation and
delivery of letters, printed matter and
parcels by or under contract to the
United States Post Office or by firms
principally in the business of
transporting such items for a fee at

uniform rates available to all persons.
The term parcels is defined to include
items no heavier than seventy pounds
and no more than one hundred eight
inches combined length and girth.

In addition, the rule amends 10 CFR
211.11 to permit ERA, in considering
applications by end-users and wholesale
purchaser-consumers for assignments
and adjustments, to treat as a separate
firm any part of the parent or
consolidated or unconsolidated entities
that it controls, including any separate
site or facility.

IV. Procedural Matlters

A. Section 404 of the DOE Act.
Pursuant to the requirements of section
404 of the Department of Energy Act, a
copy of the proposed rule was sent to
the Federal Energy Regulatory
Commission (FERC) for review. The
FERC declined to determine that this
rule would significantly affect any of its
functions.

B. National Environmental Policy Act.
1t has been determined that this rule
does not constitute a “major Federal
action significantly affecting the quality
of the human environment" within the
meaning of the National Environmental
Policy Act (NEPA), 42 U.S.C. 4321 et
seq., and therefore an environmental
assessment or an environmental impact
statement is not required by NEPA and
the applicable DOE regulations for
compliance with NEPA.

(Emergency Petroleum Allocation Act of 1973,
{15 U.S.C. 751 et seq.), Pub. L. 93-159, as
amended, Pub. L. 93-511, Pub. L. 84-99, Pub.
L. 94-133, Pub. L. 84-163, and Pub. L. 84-385;
Federal Energy Administration Act of 1974,
(15 U.S.C. 787 et seq.), Pub. L. 93-275, as
amended, Pub. L. 84-332, Pub. L. 84-385, Pub.
L. 95-70, and Pub. L. 95-91; Energy Policy and
Conservation Act, (42 U.S.C. 6201 e! seq., Pub.
L. 94-163, as amended, Pub, L. 84-385, and
Pub. L. 95-70; Department of Energy
Organization Act, (42 U.S.C. 7101 ! seq.),
Pub. L. 95-91; E.O. 11790, 39 FR 23185; E.O.
12009, 42 FR 46267)

In corsideration of the foregoing, Part
211 of Chapter II of Title 10 of the Code
of Federal Regulations is amended as
set forth below, effective August 15,
1980.

Issued in Washington, D.C., July 10, 1980.
Hazel R. Rollins,
Administralor, Economic Regulalory
Administration.

1. Section 211.11 is amended by

adding a new subsection (b)(3) to regd
as follows:

§211.11 Basis for purchaser's entitiement
to allocation.
* * * & *

(b) End-users and wholesale i
purchasersasa firm. * * * ‘

{3) The ERA may, in considering
applications by end-users and wholesale
purchaser-consumers for assignments,
adjustments or other relief, treat as a
separate firm any part of the parent or
consolidated or unconsolidated entities
that it controls including any separate

site or facility.
» * * * *

2. Section 211.102 is amended by
revising the definition of “bulk
purchaser* and inserting the new
definitions of *‘cargo and freight
hauling” and “mail hauling” in the
appropriate alphabetical order to read
as follows:

§211.102 Definitions.

L ] ] L] * *

“Bulk purchaser” means any firm
which is an ultimate consurher which, as
part of its normal business practices,
purchases or obtains motor gasoline
from a supplier and either (a) receives
delivery of that product into a storage
tank substantially under the control of
that firm at a fixed location, or (b} with
respect to use in agricultural production,
receives delivery into a storage tank
with a capacity not less than 50 gallons
substantially under the control of that
firm.
“Cargo and freight hauling” means the
transporiation of goods in the regular
course of business.

“Mail hauling” means the
transporlation and delivery of letters,
printed matter and parcels by or under
contract to the United Postal Service or
by firms principally in the business of
transporling such items for a fee at
uniform rates available to all persons.
Parcels mean items which are no
heavier than seventy pounds and not
more than one hundred eight inches
combined length and girth.

L] » * * *

3. Section 211.103 is amended by
revising subsection (b)(8) to read as
follows:

§211.103 Allocation levels.

* * » - *

(b) Allocation levels not subject to an

allocation fraction.
» * * L 4 -
(8) Cargo and freight hauling by truck
and mail hauling.
» * * * *

it
[FR Doc. 80-21248 Filed 7-15-80; 815 am]
BILUING CODE 6450-01-M
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) CIVIL AERONAUT.ICS BOARD

14 CFR Part 225

[Economic Regulations Revocation of Part
225; ER-1186; Docket. 35392]

Trade Agreements

AGENCY: Civil Aeronautics Board
ACTION: Final rule.

SUMMARY: The CAB recently allowed
airlines to provide air transportation in
- exchange for goods and services without
restrictions. The CAB therefore revokes
its trade agreements rule that had
permitted such transactions on.a
restricted basis.
DATES:
Adopted: July 2, 1980
Effective: July 2, 1980. .
FOR FURTHER INFORMATION CONTACT:
David Schaffer, Office of the General
" Counsel, Civil Aeronautics Board, 1825
Connecticut Avenue, N.W., Washington,
D.C. 20428; 202~673-5442. .
SUPPLEMENTARY INFORMATION:
For the reasons stated in EDR-391, 44
FR 64429, November 7, 1979 and ER-
1181, 45 FR 46797, July 11, 1980, the
Board is revoking Part 225.
Accordingly, 14 CFR Part 225, Trade
Agreements, is revoked and reserved.
(Secs. 204, 403, 404, and 416 of the Federal
Aviation Act of 1958, as amended, 72 Stat,,
743, 758, 760, 92 Stat, 1731, 49 U.S.C. 1324
1373, 1374 and 1386)
By the Civil Aeronautics Board.
Phyllis T. Kaylor,
Secretary.
[FR Doc. 80-21212 Filed 7-15-80; 8:45 am]
BILLING CODE 6320-01-M,

FEDERAL TRADE COMMISSION

16 CFR Part 13
[Docket C-3026]

Bob Rice Ford, Inc., et al; Prohibited
Trade Practices, and Affirmative

Corrective Actions ¢

AGENCY: Federal Trade Commission. )
ACTION: Final order.

SUMMARY: In settlement of alleged
violations of federal law prohibiting
unfair acts and practices and unfair
methods of competition, this consent’
order requires, among other things, a
Boise, Idaho seller of new and used
motor vehicles and its corporate officer
- to make the text of written warranties
readily available to prospective buyers
and prominently display signs advising
consumers of such availability. Written
warranties have to include all statutorily

required information, and limited
warranties so designated. The firm is
also required to post signs stating that
all warranties are not the same and that
comparisons should be made prior to
purchase. All relief available to
purchasers under state laws has to be
provided; and affected customers, in
instances where implied warranties
were improperly waived, notified of
their implied warranty rights. Further,
the firm is barred from raising any
defenses pertaining to a disclaimer of
implied warranties in suits brought by
motor vehicle purchasers who were
issued written limited warranties
disclaiming implied warranties. The
company is additionally required to
instruct its employees as to their
statutory obligations, and maintain a
surveillance program deslgned to ensure
compliance with the provisions of the
order.

DATES: Complamt and order issued Tuly
1, 1980.1

FOR FURTHER INFORMATION CONTACT:
Thomas Armitage, Director, 10R, Seattle
Regional Office, Federal Trade
Commission, 28th Floor, Federal Bldg.,
915 Second Ave., Seattle, Wash. 98174,
(206) 442-4655. -

SUPPLEMENTARY INFORMATION: On
Thursday, April 24, 1980, there was
published in the Federal Register, 45 FR
27777, a proposed consent agreement
with analysis In the Matter of Bob Rice
Ford, Inc., a corporation, and Robert L.
Rice,-individually and as an officer of
said corporation, for the purpose of
soliciting public comment. Interested
parties were given sixty (60) days in
which to submit comments, suggestions
or objections regarding the proposed
form of order.

" No comments having been received,
the Commission has ordered the
issuance of the complaint in the form
contemplated by the agreement, made
its jurisdictional findings and entered its
order-to cease and desist, as set forth in
the proposed consent agreement, in
disposition of this proceeding.

The prohibited trade practices and/or
corrective actions, as codified under 16
CFR Part 13, are as follows: Subpart-
Corrective Actions and/or
Requirements: § 13.533 Corrective
actions and/or requirements; 13.533-20
Disclosures; 13.533-25 Displays, in-
house; 13.533-37 Formal regulatory and/
or statutory requirements; 13.533-45
Maintain records; 13.533-55 Refunds,
rebates and/or credits; 13.533-75
Warranties. Subpart-Failing To Comply
with Affirmative Statutory

- >

2Copies of the Complaint and Decision and Order
filed with the original document.

Requirements; § 13.1048 Failing to
comply with affirmative statutory
requirements; 13.1048-35 Magnuson-
Moss Warranty Act. Subpart-
Misrepresenting Oneself and Goods—
Goods: § 13.1623 Formal regulatory and
statutory requirements; § 13.1647
Guarantees. Subpart-Neglecting,
Unfairly or Deceptively, To Make
Material Disclosure: § 13.1852 Formal
regulatory and statutory rquirements;
13.1852-55 Magnuson-Moss Warranty
Act.

(Sec. 6, 38 Stat. 721; 15 U.S.C. 486; interpret or

apply sec. 5, 38 Stat. 719, ag amended; sec.
110(b), 88 Stat. 2190; 15 U.S.C. 2310)

Carol M. Thomas,

Secretary.

[FR Doc. 80-21188 Filed 7-15-80; 8:45 am)
BILLING CODE 6750-01-M

PEACE CORPS ]
22 CFR Part 301.

Public Accesé to Classlfied Materlal

AGENCY: Peace Corps.

ACTION: Acceptance of transfer of
regulations.

summMARY: This document accepts the
transfer to Part 301 of 22 CFR of the
regulations entitled “Declassification™
currently located in Part 1202 of 45 CFR
and transferred by notice, published

-elsewhere in today’s Federal Register

(see table on contents). This transfer is a
result of Executive Order 12137 (issued
May 16, 1979) wherein the status of
Peace Corps was changed from that of a
component of ACTION to an
autonomous agency within ACTION,
pursuant to the provisions of that Ordaer.
In light of this Executive Order, and due
to the fact that the authority to clasgsify
documents, from 1962-1972, was vested
in Peace Corps, it is deemed more
appropriate for these regulations to be
located in that Part of CFR reserved for

“Peace Corps regulations.

Also, published on this day in this
issue is a “Notice of Proposed
Rulemaking” whereby Peace Corps
proposes revisions in the present
regulations in order to bring such
regulations into compliance with
Executive Order 12085.

EFFECTIVE DATE: This acceptance of a
transfer of regulation becomes effective
on July 16, 1980.

FOR FURTHER INFORMATIQN CONTACT:
Louise E. Maillett, Assistant General
.Counsel, ACTION, 806 Connecticut
Avenue, NW,, Washmgton, D.C. 20526
(202) 254-8855.
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Accordingly, the transfer of 45 CFR
Part 1202 to 22 CFR Part 301 is hereby
accepted.

(Executive Order 12137, entitled: “The Peace
Corps™; 22 U.S.C. 2503(b))

William Sykes,

Acting Director of Peace Corps.

[FR Doc. 80-21284 Filed 7-15-00; 845 am}

BILLING CODE 6050-01-M

DEPARTMENT OF THE TREASURY
Internal Revenue Service

26 CFR Part 1
[T.D. 7706; EE-21-78]

Income Tax; Exception for Certain
Insurance Contract Plans From
Minimum Funding Standards

AGENCY: Internal Revenue Service,
Treasury.

ACTION: Final regulations.

SUMMARY: This document provides final
regulations relating to an exception for
certain pension plans funded
exclusively by insurance contracis from
the minimum funding standards.
Changes in the applicable tax law were
made by the Employee Retirement
Income Security Act of 1974. These
regulations provide necessary guidance
to the public for compliance with the
law and affect employees covered by

- those plans.
DATE: For plans in existence on January
1, 1974, the regulations are effective for
plan years beginning after December 31,
1975. For plans not in existence on
January 1, 1974, the regulations are
effective for plan years beginning after
September 2, 1974. .
FOR FURTHER INFORMATON CONTACT:
Richard J. Wickersham of the Employee
Plans and Exempt Organizations
Division, Office of the Chief Counsel,
Internal Revenue Service, 1111  °

Constitution Avenue, NW., Washington,

D.C. 20224 {Attention: CC:LR:T} (202~
566-3250} (not a toll-free number).
SUPPLEMENTARY INFORMATION:

Background

On February 6, 1975, the Federal
Register published proposed
amendments to the Income Tax
Regulations (26 CFR Part 1) under
section 412(i) of the Internal Revenue
Code of 1954 (40 FR 5535). The
amendments were proposed in order to
conform the regulations to section
1013(a) of the Employee Retirement
Income Security Act of 1974 (88 Stat.
914) and section 301(b) of such Act (88
Stat. 869). A public hearing was neither

requested nor held on these proposed
regulations. After consideration of all
comments regarding the proposed
amendments those amendments are
adopted as revised by this Treasury
decision,

Insurance Contract Plans

Section 412 of the Code prescribes
minimum funding standards which are
generally applicable to defined benefit
plans. Under section 412(h}(2} of the
Code, any insurance contract plan
described in section 412(i) of the Code
for a plan year is not subject to the
minimum funding requirements of
section 412 for that plan year. Section
412(i) of the Code sets forth certain
specified requirements which such a
plan must meet to qualify for this
exception from the minimum funding
requirements. Section 412(i} provides
further that a plan funded exclusively by
the purchase of group insurance
contracts which is determined under
regulations to have the same
characteristics as an individual
insurance contract plan will be treated
as a plan described in section 412(i).

Payment of Load Factors

Section 412(i) of the Code and § 1.412
(i) (b){2)(i) and {c){2)(i} of the
regulations, as proposed, require that an
insurance contract plan be funded
exclusively by the purchase of insurance
contracts, The final regulations make it
clear that this requirement is not
violated by payments which are made in
order to satisfy certain minimum vesting
requirements with respect to accrued
benefits derived from employee
contributions. Thus, for example, it will
be permissible for an employer to pay
the “load factor” on insurance contracts
in order for the plan to meet the
requirement (set forth in section 411 of
the Code) that an employee must be 100
percent vested in the accrued benefit
derived from his own contributions.

Premium Payments
Section 412(i) states that the insurance

. contract plan must provide for level

annual premium payments. The final
regulations clarify this requirement.
Employees who cease their participation
in the plan may pay premiums on their
own behalf if the contracts are
distributed to them upon their
termination of employment. The level
annual payment applies only to the
premiums on the insurance contracts.
Consequently, it is permissible for the
insurance company to apply such items
as experience gains and dividends
against premiums due on the contracts
without violating this requirement. -

Lapses and Loans

The final regulations have expanded
on the requirements necessary for a plan
to be reinstated after a lapse in premium
payments. Reinstatement must occur
prior to the time any participant’s
benefits would be reduced because of
the lapse.

Another requirement in the proposed-
regulations is the prohibition of policy
loans on the insurance contracts issued
under the plan. The final regulations
provide that an application of funds by
the issuer to pay premiums due on the
contracts will not be considered policy
loans for purposes of this prohibition if
certain conditions are satisfied.

Other Changes

The final regulations make it clear
that an imsurance contract plan may be
funded by a combination of individual
‘and group contracts if certain
requirements are satisfied. A clarifying
change was made to the final
regulations to make it clear that the
group contracts are being compared to
individual contracts which have been
approved for sale in the relevant state.

Drafting Information

The principal author of these
proposed regulations was Richard J.
Wickersham of the Employee Plans and
Exempt Organizations Division of the
Office of Chief Counsel, Internal
Revenue Service. However, personnel
from other offices of the Internal
Revenue Service and Treasury
Department participated in developing
the regulations, both on matters of
substance and style.

Adoption of Amendments to the
Regulations

Accordingly—

1. The proposed §§ 1.412(a), 1.412(b),
1.412(c), 1.412(d), 1.412(e), 1.412(f),
1.412(g), 1.412(h), and 1.412(i) are
withdrawn.

2. The other amendments to 26 CFR
Part 1 as proposed are hereby adopted,
subject to the changes set forth below.

Section 1.412(i)~1 is amended by
revising subdivisions (i}, (ii), (v), and
(vii) of paragraph (b)(2), by revising
subdivisions (i) and (iv) of paragraph
(3)[2). and by adding a new paragraph
(d).

These revised and added provisions
read as follows:

§ 1.412(i}-1 Certain insurance contract

plans.
* « * » E 3
(b) Individual insurance contract plans.
2] LI BN '

(i) The plan must be funded exclusively by
the purchase from an insurance company or
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companies (licensed under the law of a State
or the District of Columbia to do business
with the plan) of individual annuity or

" individual insurance contracts, or a
combination thereof. The purchase may be
made either directly by the employer or
through the use of a custodial account or
trust. A plan shall not be considered to be
funded otherwise than exclusively by the
purchase of individual annuity or individual
insurance contracts merely because the
employer makes a payment necessary to
comply with the provisions of section
411(c)(2) [relating to accrued benefit from
employee contributions).

(ii) The individual annuity or individual
insurance contracts issued under the plan
must provide for level annual, or more
frequent, premium payments to be paid under
the plan for the period commencing with the
date each individual participating in the plan
became a participant and ending not later
than the normal retirement age for that
individual or, if earlier, the date the
individual ceases his participation in the
plan. Premium payments may be considered -
to be level even though items such as
experience gains and dividends are applied
against premiums. In the case of an increase
in benefits, the contracts must provide for
level annual payments with respect to such
increase to be paid for the period-
commencing at the time the increase becomes
effective. If payment commences on the first
payment date under the contract occurring
after the date an individual becomes a
participant or after the effective date of an _
increase in benefits, the requirements of this
subdivision will be satisfied even though
payment does not commence on the date an
which the individual's participation
commenced or on the effective date of the
benefit increase; whichever is applicable. If
an individual accrues benefits after his
normal retirement age, the requirements of
this subdivision are satisfied if payment is
made at the time such benefits accrue. If the
provisions required by this subdivision are
set forth in a separate agreement with the
issuer of the individual contracts, they need
not be included in the individual contracts.

* * * * *

(v} Except as provided in the following
sentence, all premiums payable for the plan
year, and for all prior plan years, under the
insurance or annuity contracts must have
been paid before lapse. If the lapse has
occurred during the plan year, the
requirements of this subdivision will be
considered to have been met if reinstatement
of the insurance policy, under which the
individual insurance contracts are issued,
occurs during the year of the lapse and before
distribution is made or benefits commence to
any participant whose benefits are reduced
because of the lapse.

* * % * *

(vii} No policy loans, including loans to

- individual participants, on any of the
individual contracts may be outstanding at
any time during the plan year. This
subdivision shall not apply to contracts
which have been distributed to participants if
the loan is made after the date of distribution.
An application of funds by the issuer to pay
premiums due under the contracts shall be

deemed not to be a policy loan if the amount
of the funds so applied, and interest thereon,
is repaid during the plan year in which the
funds are applied and before distribution is
made or benefits commence top any
participant whose benefits are reduced -
because of such application.

(c) Group insurance contract plans.

(2) * & *

(i) The plan must be funded exclusively by
the purchase from an insurance company or
companies, described in paragraph (b){2)(i) of
this section, of group annuity or group
insurance contracts, or a combination
thereof. The purchase may be.made either
directly by the employer or through the use of
a custodial account or trust. A plan shall not
be considered {o be funded otherwise than
exclusively by the purchase of group annuity
or group insurance contracts merely because
the employer makes a payment necessary to
comply with the provisions of section
411(c)(2) (relating to-accrued benefit derived
from employee contributions).

* * * * *

* + A

{iv)(A) I the plan is funded by a group
annuity contract, the value of the benefits
guaranteed by the insurance company issuing
the contract under the plan with respect to
each participant under the contract must not
be less than the value of such benefits which
the cash surrender value would provide for
that participant under any individual annuity
contract plan satisfying the requirements of
paragraph (b) and approved for sale in the
State where the principal office of the planis
located. |

(B) If the plan is funded by a group
insurance contract, the value of the benefits
guaranteed by the insurance company issuing
the contract under the plan with respect to
each participant unider the contract must not
be less than the value of such benefits which
the cash surrender value would provide for
that participant under any individual
insurance contract plan satisfying the
requirements of paragraph {b) and approved
for sale in the State where the principal office
of the plan is located.

* * * * *

(d) Combination of plans. A plan which is
funded by a combination of individual
contracts and a group contract shall be
treated as a plan described ifi section 412(i)
for the plan year if the combination, in the
aggregate, satisfies the requirements of this
section for the plan year.

{Sec. 412(i), 7805 of the Internal Revenue
Code of 1954 {88 Stat. 919 and 68A Stat. 917;
(26 U.S.C. 412(i) and 7805)}}

Jerome Kurtz,

Commissioner of Internal Revenue.

Approved: June 24, 1980.

Donald C. Lubick, )
Assistant Secretary of the Treasury.

The following new § 1.412(i}-1 is

added to read as follows:

§ 1.412(i)-1 Certain insurance contract
plans.

. (a) In general. Under section 412(h){2)~
of the Internal Revenue Code of 1954, as
added by section 1013(a) of the

Employee Retirement Income Security
Act of 1974 (88 Stat. 914) (hereinafter
referred to as “the Act”). an insurance
contract plan described in section 412(i)
for a plan year is not subject to the
minimum funding requirements of
section 412 for that plan year.
Consequently, if an individual or group
insurance contract plan satisfies all of
the requirements of paragraph (b)(2) or
(c){2) of this section, whichever are
applicable, for the plan year, the plan is
not subject to the requirements of
section 412 for that plan year. The
effective date for section 412 of the Code
is determined under section 1017 of the
Act. In general, in the case of a plan
which was not in existence on January
1, 1974, this section applies for plan
years beginning after September 2, 1974,
and in the case of a plan in existence on
January 1, 1974, to plan years beginning

-after December 31, 1975.

{b) Individual insurance contract
plans. (1) An individual insurance
contract plan is described in section
412(i) during a plan year if the plan
satisfies the requirements of paragraph
(b)(2) of this section for the plan year.

(2) The requirements of this paragraph
are;

(i) The plan must be funded
exclusively by the purchase from an
insurance company or companies
(licensed under the law of a State or the
District of Columbia to do business with
the plan) of individual annuity or
individual insurance contracts, or a
combination thereof, The purchase may
be made either directly by the employer

-or through the use of a custodial account

or trust. A plan shall not be considered
to be funded otherwise than exclusively
by the purchase of individual annuity or
individual insurance contracts merely
because the employer makes a payment
necessary to comply with the provisions
of section 411(c)(2) (relating to accrued
benefit from employee conmbutlons)

(ii) The individual annuity or
individual insurance contracts issued
under the plan must provide for level
annual, or more frequent, premium for
the period commencing with the date
each individual participating in the plan
became a participant and ending not
later than the normal retirement age for
that individual or, if earlier, the date the
individual ceases his participation in the
plan. Premium payments may be
considered to be level even though items
such as experience gains and dividends
are applied against premiums. In the
case of an increase in benefits, the
contracts must provide for level annual
payments with respect to such increase
to be paid for the period commencing at
the time the increase becomes effective,
If payment commences on the first

x

-
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payment date under the contract
occurring after the date an individual
becomes a participant or after the
effective date of an increase in benefits,
the requirements of this subdivision will
be satisfied even though payment does
not commence on the date on which the
individual’s participation commenced or
on the effective date of the benefit
increase, whichever is applicable. If an
individual accrues benefits after his
normal retirement age, the requirements
of this subdivision are satisfied if
payment is made at the time such
benefits accrue. If the provisions
required by this subdivision are set forth
in a separate agreement with the issuer
of the individual contracts, they need
not be included in the individual
contracts.

(iii) The benefits provided by the plan
for each individual participant must be
equal to the benefits provided under his
individual contracts at his normal
retirement age under the plan
provisions.

{iv) The benefits provided by the plan
- for each individual participant must be ,

guaranteed by the life insurance
company, described in paragraph
(b)(2)(i) of this section, issuing the
individual contracts to the extent.
premiums have been paid.

{v) Except as provided in the
following sentence, all premiums
payable for the plan year, and for all
prior plan years, under the insurance or
annuity contracts must have been paid
before lapse. I the lapse has occurred
during the plan year, the requirements of
this subdivision will be considered to
have been met if reinstatement of the
insurance policy, under which the
individua] insurance contracts are
issued, occurs during the year of the
lapse and before distribution is made or
benefits commence to any participant
whose benefits are reduced because of
the lapse.

(vi) No rights under the individual
contracts may have been subject to a

" security interest at any time during the
plan year. This subdivision shall not
apply to contracts which have been
distributed to participants if the security
interest is created after the date of
distribution.

{vii) No policy loans, including loans
to individual participants, on any of the
individual contracts may be outstanding
at any time during the plan year. This
subdivision shall not apply to contracts
which have been distributed to
participants if the loan is made after the
date of distribution. An application of
funds by the issuer to pay premiums due
under the contracts shall be deemed not
to be a policy loan if the amount of the
funds so applied, and interest thereon, is

repaid during the plan year in which the
funds are applied and before
distribution is made or benefits
commence to any participant whose
benefits are reduced because of such
application.

{c) Group insurance contract plans. (1)
A group insurance contract plan is
described in section 412(i) during a plan
year if the plan satisfies the
requirements of subparagraph (2} for the
plan year.

(2) The requirements of this
subparagraph are:

(1) The plan must be funded
exclusively by the purchase from an
insurance company or companies,
described in paragraph (b)(2)(i) of this
section, of group annuity or group
insurance contracts, or a combination
thereof. The purchase may be made
either directly by the employer or
through the use of a custodial account or
trust. A plan shall not be considered to
be funded otherwise than exclusively by
the purchase of group annuity or group
insurance contracts merely because the
employer makes a payment necessary to
comply with the provisions of seclion
411 (c)(2) (relating to accrued benefit
derived from employee contributions).

{ii} In the case of a plan funded by a
group insurance contract or a group
annuity contract the requirements of
paragraph (b)(2)(ii) of this section must
be satisfied by the group contract issued
under the plan. Thus, for example, each
individual participant's benefits under
the group contract must be provided for
by level annual, or more frequent,
payments equivalent to the payments
required to satisfy such paragraph. The
requirements of this subdivision will not
be satisfied if benefits for any individual
are not provided for by level payments
made on his behalf under the group
contract.

(iii) The group annuity or group
insurance contract must satisfy the
requirements of clauses (iii), (iv}), (v),
(vi}, and (vii) of paragraph (b}(2}). Thus,
for example, each parlicipant’s benelfits
provided by the plan must be equal to
his benefits provided under the group
contract at his normal retirement age.

{iv)(A) If the plan is funded by a group
annuity contract, the value of the
benefits guaranteed by the insurance
company issuing the contract under the
plan with respect to each participant
under the contract must not be less than
the value of such benefits which the
cash surrender value would provide for
that participant under any individual
annuity contract plan satisfying the
requirements of paragraph (b) and
approved for sale in the State where the
principal office of the plan is located.

{B) If the plan is funded by a group
insurance contract, the value of the
benefits guaranteed by the insurance
company issuing the contract under the
plan with respect to each participate
under the contract must not be less than
the value of such benefits which the
cash surrender value would provide for
that participant under any individual
insurance contract plan satisfying the
requirements of paragraph (b) and
approved for sale in the State where the
principal office of the plan is located.

(v) Under the group annuity or group
insurance contract, premiums or other
consideration received by the insurance
company (and, if a custodial account or
trust is used, the custodian or trustee
thereof) must be allocated to purchase
individual benefits for participants
under the plan. A plan which maintains
unallocated funds in an auxiliary trust
fund or which provides that an
insurance company will maintain
unallocated funds in a separate account,
such as a group deposit administration
contract, does not satisfy the
requirements of this subdivision.

(d) Combination of plans. A plan
which is funded by a combination of
individual contracts and a group
contract shall be treated as a plan
described in section 412 {i) for the plan
year if the combination, in the aggregate,
satisfies the requirements of this section
for the plan year.

[FR Doc. 80-21197 Filed 7-15-80: &35 am)
BILLING CODE 4830-01-M

Fiscal Service
31 CFR Part 211

Amendment Updating References to

Foreign Assets Control Regulations by

Deleting References to Zimbabwe and

:o China and by Adding References to
ran

AGENCY: Bureau of Government
Financial Operations, Treasury.
AcTioN: Final rule.

suMMARY: The Department of the
Treasury has revoked all prohibitions on
transactions with Rhodesia (now
Zimbabwe) and unblocked assets in the
United States blocked because of an
interest therein of the People’s Republic
of China or its nationals. In addition, the
Department of the Treasury has
prohibited payments or transfers of
funds or other property to any person in
Iran. Therefore, the Department of the
Treasury amends its regulations at 31
CFR Part 211 (Treasury Department
Circular No. 655) to update references to
Foreign Assets Control regulations by
deleling references to Zimbabwe and to
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China and by adding references to Iran.
The effect of this amendment is to have
the information in the regulations at 31
CFR Part 211 correspond to current
Foreign Assets Control regulations.
EFFECTIVE DATE: July 9, 1980.

FOR FURTHER INFORMATION CONTACT:
Wade Robertson, Government
Accounting Systerhs Staff, Room 412,
Treasury Annex No. 1, Department of
the Treasury, Washington, D.C. 20226,
202-566~8374, .
SUPPLEMENTARY INFORMATION: Effective
December 17, 1979, the Department of
the Treasury's Office of Foreign Assets
Control revoked all prohibitions on
transactions with Rhodesia (now
Zimbabwe) in the Rhodesian Sanctions
Regulations (31 CFR Part 530), in order
to implement Executive Order 12183, 42
FR 74787, terminating United States
sanctions against Rhodesia. Effective
Januasy 31, 1980, the Office of Foreign
Assets Control amended the Foreign
Assets Control Regulations (31 CFR Part
500) to unblock assets in the United
States blocked because of an interest
therein of the People’s Republic of China
or its nationals, in order to implement
the Agreement Concerning the
Settlement of Claims entered into
between the United States and the
People’s Republic of China on May 11,
1979, as amended by an exchange of
notes on September 28, 1979. Effective
April 17, 1980, the Office of Foreign
Assets Control amended the Iranian
Assets Control Regulations (31 CFR Part
535) to prohibit payments or transfers of
funds or other property to any person in
Iran, in order to implement Executive
Order No. 12211, prohibiting these and
other transactions with Iran. The
Department of the Treasury's Fiscal
Service, therefore, amends its
regulations at 31 CFR Part 211 (Treasury
Department Circular No. 655) to update’
those sections which refer to regulations
of the Office of Foreign Assets Control
by deleting references to the Rhodesian
Sanctions Regulations and to China and
by adding references to the Iranian
Assets Control Regulations.

In addition, the amendment updates
the names of the countries on the list of
areas restricted from receiving a check
or warrant drawn against funds of the
United States to reflect the most current
names bejng used by the Department of
State. The amendment does not
otherwise alter the hst of restricted
areas.

The Department of the Treasury finds,
in accordance with 5 U.S.C. 553, that
notice and public procedure are not

* required since the amendment pertains
to a foreign affairs function of the
United States.

{31 U.5.C. 127 and 5 U.S.C. 301}
Accordingly, 31 CFR Part 211 is

amended as follows:

§211,1 [Amended]

1. Section 211.1(a) is amended to
update names of North Korea and

. Vietnam to reflect the most current

names being used by the Department of

- State. As amended, paragraph (a) reads:

(a) It is hereby determined that postal,
transportation or banking facilities in
general, or local conditions in the

. People’s Republic of Albania, the

.

Republic of Cuba, Democratic
Kampuchea, the Democratic People's

" . Republic of Korea (North Korea), the

Socialist Republic of Vietnam, the
German Democratic Republic, and the
Soviet Sector of Berlin, Germany, are
such that there is not a reasonable
assurance that a payee in those areas
will actually receive checks or warrants
drawn against funds of the United
States, or agencies or instrumentalities.
thereof, and be able to negotiate the
same for full value.
* * . * *

2. Section 211.1(c) is amended to
eliminate references to the People's
Republic of China and to the Rhodesian

_ Sanctions Regulations and to add

reference to the Iraniian Assets Control
Regulations. As amended, paragraph {c)
reads:

* * * * *

{c) Before a check or warrant drawn
against funds blocked pursuant to the
provisions of Executive Order No. 8389
(3 CFR, 1943 Cum. Supp.), as amended,
and which remain blocked under the
proviso clause of General License No.
101 of the Foreign Funds Control
Regulations (31 CFR 520:101) may be
released, it will be necessary for a
license authorizing the release to be’
issued by the Department of the
Treasury, Office of Foreign Assets
Control, pursuant to E.O, 8389, as
amended. In this regard, attention is
also directed to the following
regulations issued by the Secretary of
the Treasury: (1) The Foreign Assets
Control Regulations issued on December
17, 1950 (31 CFR Part 500), pursuant to
Executive Order 9193 (3 CFR, 1943 Cum.
Supp.), which prohibit transactions
involving payments to nationals of the
Democratic People’s Republic of Korea
(North Korea), the Socialist Republic of

‘Vietnam, and Democratic Kampuchea,

except to the extent that any such
payments have been authorized by
appropriate license, (2) the Cuban
Assets Control Regulations issued on
July 8, 1963 (31 CFR Part 515), pursuant
to the same authority, which prohibit
similar transactions with nationals of

Cuba unless licensed, and (3) the Iranian
Assets Control Regulations issued on
November 14, 1979 (31 CFR Part 535), as
amended on April 17, 1980, pursuant to
Executive Orders 12170 and 12211,
which prohibif transactions in properly
of the Iranian Government or its
instrumentalities and transfers of funds
to persons in Iran, except as authorized
by appropriate license.

§211.3 [Amended]

Section 211.3 is amended to eliminate
reference to the Rhodesian Sanctions
Regulations and to add reference to the
Iranian Assets Control Regulations. Ag
amended, § 211.3 reads:

The regulations of thispart do not
apply to payments to foreign
govemments, nor to checks or warrants
issued in payment of salaries or wages,
or for goods or services purchased by
the Government of the United States in
foreign countries, unless such payments
are subject to the Foreign Funds Control
Regulations (31 CFR Part 520), the
Foreign Assets Control Regulations (31
CFR Part 500), the Cuban Assets Control
Regulations (31 CFR Part 515), or the
Iranian Assets Control Regulations (31
CFR Part 535).

Dated: July 9, 1980.

Paul H. Taylor,
Fiscal Assistant Secretary.

[FR Doc. 80-21161 Filed 7-15-80; 8:45 am|
BILLING CODE 4810-35-M

VETERANS ADMINISTRATION
38 CFR Part 14

Representatives, Agents, or Attorneys,
Termination of Recognition

AGENCY: Veterans Administration.
ACTION: Final regulation.

suMMARY: This regulation sets forth
revised procedures for termination of
the recognition afforded by the Veterans
Administration to representatives,
agents, or attorneys of claimants in the
presentation and prosecution of claims
for veterans’ benefits. The regulation
has been revised to insure consistency

" with the statutory provisions regarding

such recognition and also to clarify such
individuals' rights and duties.
EFFECTIVE DATE: July 9, 1980,

FOR FURTHER INFORMATION CONTACT:
N. C. Paulson, Acting Assistant General
Counsel, Office of the General Counsel,
Veterans Administration, Washington,
DC 20420 (202-389-3004).
SUPPLEMENTARY INFORMATION: On
pages 22978 and 22979 of the Federal
Register of April 4, 1980, the Veterans
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Administration published a notice of a
proposed revision of § 14.633, Title 38,
Code of Federal Regulations. Interested
parties were given 30 days in which to
submit written comments, suggestions,
or objections regarding the proposed
revision. No written objections have
been received and the proposed
regulation is hereby adopted without
change and is set forth below:

Approved: July 9, 1980.

By direction of the Administrator.
Maury S. Crallé, Jr.,
Associate Deputy Administrator.

Section 14.633 is revised to read as
follows:

§ 14.633 Termination of recognition.

{a) Recognition may be canceled at
the request of an agent, attorney,
representative, or organization.

{b) Recognition shall be canceled at
such time a determination is made that
the requirements of § 14.629 are no
longer'met by an agent, attorney or
representative. )

. {c} Recognition shall be canceled upon
a finding by the General Counsel, by
clear and convincing evidence, of one of
the folowing:

(1) Violation or refusal to comply with
the laws administered by the Veterans
Administration or with the regulations
governing practice before the Veterans
Administration.

{2) Knowingly presenting or
prosecuting a fraudulent claim against
the United States.

(3) Demanding or accepting unlawful
compensation for preparing, presenting,
prosecuting, or advising or consulting,
concerning a claim.

(4) Any other unlawful, unprofessional
or unethical practice. (Unlawful,
unprofessional or unethical practice
shall include but not be limited to the
following—deceiving, misleading or
threatening a claimant or prospective
claimant, neglecting to prosecute a claim
for 6 months or more; failing to furnish
evidence within 90 days of request by
the Veterans Administration, or willfully
withholding an application for benefits.)

(d) As to cancellation of recognition
under paragraph {c) of this section, upon
receipt of information indicating
improper conduct, the District Counsel
of jurisdiction shall initiate an inquiry
into the matter.

(1) If the result of the inquiry does not

"justify further action, the District
Counsel will close the inquiry and
maintain the record for 3 years.

(2) If the result of the inquiry justifies
further action, the District Counsel shall
take the following action:

(i) As to representatives, suspend
recognition immediately and notify the

representalive of the suspension, stating
the reason(s) therefore. The National
Organization shall be notified of the
suspension. The notice to the
representative will also inform the
representative of a right to request a
hearing on the matter or to submit
additional evidence within 10 working
days following receipt of such notice.
Such time may be extended for a
reasonable period upon a showing of
sufficient cause.

(if) As to agents or attorneys, inform
the General Counsel of the result of the
inquiry and notify the agent or attorney
of an intent to cancel recognition. The
notice will also state the reason(s) for
the impending cancellation and inform
the party of a right to request a hearing
on the matter or fo submit additional
evidence within 10 working days of
receipt of such notice. Such time may be
extended for a reasonable period upon a
showing of sufficient cause.

(iii) In the event that a hearing is not
requested, nor additional evidence
submitted by the agent, atlorney or
representative, the District Counsel shall
forward the record to the General
Counsel for final determination.

(e) If a hearing is requested, a hearing
officer will be appointed by the Director

. of the regional office involved, The

hearing officer shall not be from the
Office of the District Counsel. The
hearing officer will have authority to
administer oaths. A member of the
District Counsel's office will present the
evidence. The party requesting the
hearing will have a right to counsel, to

_ present evidence, and to cross-examine

witnesses. The hearing shall be
conducted in an informal manner and
court rules of evidence shall not apply.
Testimony shall be recorded verbatim.
The District Counsel will then submit
the entire case within 10 working days
after the close of the hearing to the
General Counsel for decision.

(f) The decision of the General
Counsel is final. The effeclive date for
termination of recognition shall be the
date upon which a final decision is
rendered. The records of the case will be
mainfained in the General Counsel's
office for 3 years. (38 U.S.C. 3402, 3404,
3405).

[FR Doc. 80-21211 Filed 7-15-00: 845 am)
BILLING CODE 8320-01-M

38 CFR Part 17
Medical Benefits; Miscellaneous
Amendments

AGENCY: Veterans Administration.
ACTION: Final regulations.

SUMMARY: The VA (Veterans
Administration) has amended its ,

“Medical Series” of regulations: (1} To
clarify current VA regulations regarding
the furnishing of outpatient medical
services to U.S. veterans for nonservice-
connected conditions in the Republic of
the Philippines; (2} To increase from

265 a month to $415 a month the
income an individual has for his/her use
in determining eligibility for domiciliary
care: (3) To clarify that adjunct dental
treatment will only be provided for a
condition which is associated with and
is aggravating a disability resulting from
some other disease or injury which was
incurred in or aggravated by active
military, naval or air service; (4] To
delegate authority to the Chief Medical
Director from the Administrator to make
a determination on applications
received for grants to purchase _
equipment or pay for maintenance or

.repajr projects to Veterans Memorial

Center, Republic of the Philippines.
EFFECTIVE DATE: July 7, 1980.
FOR FURTHER INFORMATION CONTACT:
Joseph F. Fleckenstein (202-389-2989)
SUPPLEMENTARY INFORMATION: On
pages 5348 and 5349 of the Federal
Register of January 23, 1980, proposed
amendments were published for certain
sections of title 38, Code of Federal
Regulations from § 17.38 through
§ 17.355. Interested persons were given
30 days to submit comments,
suggestions or recommendations. No
comments were received regarding the
proposed regulations.
The proposed regulations are hereby
adopted without change and are set
forth below:

Approved: July 7, 1980,

By direction of the Administrator.
Rufus H. Wilson, Y
Deputy Administrator.

§17.38 [Amended]

1. Seclion 17.38 is amended by
deleting the word “his™ from the first
sentence of paragraph (e).

2. Section 17.39 is revised to read as
follows:

§ 17.39 Outpatient care in the Philippines
for United States veterans.

Outpatient care in the Republic of the
Philippines may be authorized for any
United States veteran eligible for such
care under § 17.60(a), (b). (c). or (d).
Care may also be provided for those
conditions adjunct to or held to be
aggravating a service-connected disease
or disability. (38 U.S.C. 624)

§17.43 [Amended]

3. Section 17.43 is amended by
dbeleﬁng the word “his"” from paragraph
(b).
4.1In § 17.48, paragraph (b} is revised
to read as follows:
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§ 17.48 Considerations applicablein -~
determining eligibility for hospital, nurslng
home or domiciliary care.

* * * * *

(b) Under paragraph (c)(3) of § 17.47:

“No adequate nieans of support"
when a applicant is receiving an income
of $415 or more per month from any
source for personal use, this fact will be
considered prima facie evidence of
adequate means of support. This is

ub]ect to rebuttal by a showing that

such income is not adequate to provide
the care required by reason of the
veteran’s disability or that the income is
not available for the veteran's use
because of other obligations such as
contributions in whole or in part to the
support of a spouse, child, mother, or
father. In all such cases of alleged
inadequate means of support, the
circumstances will be submitted to thg,
Director for decision.
* * * * *

5.In § 17.49, paragraphs (a)(3)(iii)(c),
(v), (vi), (ix), (x), (b) (2)(3), (iii), (iv), (v)

and (c) and the note following paragraph

(c) are revised to read as follows:

§ 17.49 Veterans Administration policy on
priorities for hospital, nursing home and
domiclliary care.

(a) Priorities for hospital tare. * * *

(3) Priority groups. * * *

(iif) Group IIl includes:

K * * * *

() Patients eligible under § 17.47(a) or
(b) currently hospitalized in an
appropriate Veterans Administration
facility nearest the point of application
who have requested a transfer at their
own expense to an appropriate Veterans
Administration facility nearer their
home, provided ¢linical findings indicate

" that such patient will require hospital
treatment for a period of 90 days or

more in the latter facility.
* * * * *

(v} Group V includes:

(@) Veterans eligible under § 17. 47[d)
or {e) admitted to a Veterans
Administration facility who
subsequently are determined to require
psychiatric care for more than 6 months
and transfer to another Veterans
Administration facility for such care has
been requested.

'(b) Patients eligible under § 17.47(c),
(d) or (e) who on application'were
admitted to a Veterans Administration
facility other than the appropriate one
nearest to the point of application.
These veterans may be transferred to
the appropriate facility which is nearest
to the point of application provided the
clinical findings indicate that they will
requlre 90 days or more of mpatxent care
in the latter facility.

(¢) Patients eligible under § 17.47(c),
(d) or (e) currently hospitalized in an
appropriate Veterans Administration
facility nearest the point of application
who have requested a transfer at their
own expense to an appropriate Veterans
Administration facility nearer their
home, provided clinical findings indicate
that such patients will require hospital
care for a period of 90 days or more in
the latter facility.

(vi) Group VI includes veterans
eligible under § 17.47(d) or (e} not
hospitalized by the Veterans
Administration (are not in hospitals or
are in non-Veterans Administration
hospitals but not under Veterans
Administration authorization).

* s * * *

{ix) Group IX includes patients in
Veterans Administration facilities who
have requested transfer, at their own
expense for personal reasons, to another
appropriate Veterans Administration
facility which is not nearest their home,
provided the clinical findings indicate
that such patients will require hospital

care for a-period of 6 months or more in

the latter facility. i

{x} Group X includes veterans eligible
under § 17.47(d) or (e) requiring hospital
care (a) for an occupational injury or
disease incurred in or as a result of their
employment who are entitled to
necessary medical and hospital
treatment elsewhere at no expense to
themselves by means of some form of
industrial coverage provided by their
employer or under a worker’s
compensation statute or law or (b) who
are entitled to necessary medical and
hospital tteatment elsewhere at no
expense to themselves by reason of
some other form of insurance. An
applicant will be classified in paragraph
{a)(3)(x)(a) or (b) of this section only
when an employer or insurer has
admitted liability and advised the
Veterans Administration in writing that
the veteran is eligible for the necessary
medical and hospital care at no expense
to himself/herself. If such information is
not available, the application will be
placed in group VI and no action will be
taken to ascertain liability prior to
admission of the veteran.
* * * * *

(b) Priorities for domiciliary care, * * *

(2) Priority for admission to
domiciliary care (except as noted in
paragraph (b)(1) of this section).

{i) Group I includes eligible patients
under § 17.47(c)(3), who are not absent
sick in hospital from domicile status,
awaiting admission from Veterans
Administration medical facilities.

* -k * * *

(iii) Group IIl includes patients eligible
under § 17.47(d) who are not absent sick
in hospital from domicile status,

- awaiting admission from Veterans

Administration medical facilities.

(iv) Group 1V includes applicants
eligible under § 17.47(d) who are in
receipt of less than $415 income a month
for their own use.

(v) Group V includes applicants
eligible under § 17.47(d) who are in
receipt of $415 or more income a month
for their own use.

* * * * *

(c) Priorities farnursmg home care.
Priorities for nursing home care will
follow- the same sequence as that
provided in paragraph (a} of this section

for hospital care, except in the case of
nursing home care for a service-
connected disability, prierity will be
given to veterans transferred from
hospital care to Veterans
Administration nursing home care over
veterans directly admitted.

Note.—The provisions of § 17.48(b)(1) will
apply in determining whether the veteran has

$415 income available for his or herc own
use,

6. In § 17.123, the introductory porfion
preceding paragraph’(a) is revised to
read as follows:

§ 17.123 Authorization of outpatient
dental treatment.

Outpatient dental treatment may be
authorized by the Chief, Dental Service,
for beneficiaries defined in § 17.60(a) to
(d) to the extent prescribed and in
accordance with the applicable
classification and provisions set forth in

this section.
* * * * *

§17.350 [Amended] ‘

7. Section 17.350 is amended by
deleting the words “Bureau of the
Budget” and inserting the words “Office
of Management and Budget” in the last
sentence.

§ 17.351 [Amended]

8. Section 17.351 is amended by
deleting thé word “he"” and inserting the
words “the Administrator” in the first
sentence.

§ 17.353 [Amended}

9, Section 17.353 is amended by
deleting the word "he" and inserling the
words “the Administrator” in the first
sentence.

10. Section 17.355 is revised to read as
follows:

§ 17.355 Awards procedures.

All applications for grants to the
Republic of the Philippines under the
provisions of § 17.351 or 17.353 shall be

\
N



Federal Register / Vol. 45, No. 138 / Wednesday, July 16, 1980 / Rules and Regulations

47681

submitted to the Chief Medical Director
or a designee for consideration. (38
U.S.C. 632)

{38 U.S.C. 201{c))

[FR Doc. 80-21210 Filed 7-16-80; &45 am)

BILLING CODE 8320-01-M

POSTAL SERVICE
39 CFR Part 601

Procurement of Property and Services;
Amendments to Postal Contracting
Manual

AGENCY: Postal Service.

ACTION: Amendments to the Postal
Contracting Manual.

SUMMARY: The Postal Service hereby
announces numerous miscellaneous
revisions of the Postal Contracting
Manual, section 19, which deals with
mail transportation contracting. The
revisions are explained below in the
Supplementary Information.

EFFECTIVE DATE: June 15, 1980.

FOR FURTHER INFORMATION CONTACT:
William J. Jones, (202) 245-4603.

SUPPLEMENTARY INFORMATION: The
Postal Contracting Manual, which has
been incorporated by reference in the
Federal Register (see 39 CFR 601.100),
has been amended by the issuance of
Transmittal Letter 32, dated May 15,
1980.

In accordance with 39 CFR 601.105,
notice of these changes is hereby
published in the Federal Register as an
amendment to that section and the text_
of the changes is filed with the Director,
Office of the Federal Register.
Subscribers of the basic Manual will
receive these amendments from the
Government Printing Office. (For other
availability of the Postal Contracting
Manual, see 39 CFR 601.104.)

Explanation of these amendments to
the Postal Contracting Manual follows:

Explanation

a. 19-105.3 has been revised to define
“air carrier” consistent with statute,

b. 18-105.3(b) has been deleted
because Public Law 95-58 (Airline
Deregulation Act of 1978) repealed
provisions relating to supplemental air
carriers and substituted “charter air
carrier.” -

¢. 19-105.3(c) has been deleted and
replaced with 18-105.3 (b), (c). (d) and
(e). The revisions provide definitions of
service available for the transportation
of mail as a result of recently enacted
laws.

d. 19-109.1 has been revised to clarify
the means by which the Postal Service

may obtain the transportation of mail by
air.

e, 19-113 has been revised to provide
instructions for use of the new clause
entitled Claims and Disputes in mail
transportation contracts.

f. 19-117.5(a}(i)(1) has been revised to
include commuter service.

8. 19-136 has been added to
incorporate, by reference, section 12,
part 10, Employment of the
Handicapped.

h. 18-137 has been added to
incorporate, by reference, section 12,
part 11, Employment of Disabled and
Vietnam Era Veterans.

i. 19-801 has been rewrilten to provide
conformity with other changes effected
by this transmittal letter.

j. 19-802.1 has been revised to
eliminate confusing provisions and
duplications.

k. 19-802.2 has been rewritten to
correct reference.

1. 19-802.3 has been revised to clarify

, use of uncertificated air route contracts

as authorized by law.

m, 19-803.21 has been revised to
differentiate with consistency the two
distinct types of air taxi mail
transportation services available.

n. 19-803.41 has been changed to
provide correct reference.

0. 19-806.1 has been revised to
establish separate proposal package for
Commuter Air Service,

p. 19-806.2(c) and 19-806.3(c) has been
changed to delete listing of Form 7407
which does not apply to air
transportation procurements,

q.19-808.2 (b) and (c) has been
changed by deletion of Form 7407
because it is not applicable to air
transportation procurements.

r. 19-808.3 (b) and (c) has been
changed by deletion of Form 7407
because it is not applicable to air
transportation contracts.

5. 19-810.1(2) has been revised to
provide for renewal of commuter service
contracts.

t. 19-810.14 has been revised to delete
Form 27501, an obsolete POD Form
which has not been replaced.

u. 19-810.15(a)(ii) has been revised to
establish dacumentation for renewal of
Air Commuter Contracts.

v. 19-810.2 has been revised to
reference 19-132.4.

w. 19-810.32 has been revised for
consistency with the terms of air
contracts.

X. 19-810.54(b) has been revised to
delete reference to *'19-810.53(d).”

y. 19-810.8 has been revised to delete
the words “operating at multi-element
rates.” The service described is
pursuant to contract rates.

L

z.19-811.3 has been revised to
preclude changes in certificated carrier
contracts because the Postal Service has
virtually no control over changes to such
service.

aa. 19-812 has been revised to
properly reflect the law or CAB
regulations.

bb. 18-813 has been reserved for
future use. The previous information
shown is properly addressed in
Handbook M-31, Air Service
instructions and there is no requirement
for this information to appear in the
Postal Contracting Manual.

cc. 19-814 has been reserved for future
use as the procedures previously shown
are no longer applicable because service
is now procured through contracting =
actions.

dd. 19-816 has been revised to correct
title of Transportation Handbook T-1.

ee. 19-504.2 has been revised to
update maritime transportation rates.

fi. The following revised forms have
been included in section 19 and must be
used immediately, where applicable:

(1) Form 7407, Apr. 1979—Basic
Surface Transportation Contract
General Provisions .

(2) Form 7463, Oct. 1979—Cost
Statement—Highway Transportation
Contracts .

(3) Form 7463-A, Oct. 1879—
Negotiated Cost Statement—Highway
Transportation Contracts

(4) Form Worksheet 7468-A, July
1979—Highway Transportation
Contract—Bid or Renewal Previous
editions of the above forms are obsolete
and must be destroyed.

gg. The remainder of the changes are
minor, editorial or technical in nature.

In consideration of the foregoing, 39
CFR 601 is amended by adding the
following to § 601.105:

§601.105 Amendments to the Postal

Contracting Manual.
Teansernttal FEDERAL
fetter Dated REGISTER
publicabon
» » - * - -
J2.ec. May 15, 1580 45 FR 47681

(5 U.S.C. 552(a), 39 U.S.C. 401, 404, 410, 411,
2008)

Fred Eggleston,

Assistant General Counsel, Legislative
Division.

[FR Doc. 80-21175 Filed 7-15-80; &45 am}

BILLING CODE 7710-12-M
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ENVIRONMENTAL PROTECTION
AGENCY

40 CFR Part 52 .
{FRL 1539-2]

Approval and Promulgation of State
Implementation Plans; Colorado

AGENCY: Environmental Protection
Agengcy.
ACTION: Final rule.

SUMMARY: Effective May 2, 1980 {45 FR
16486 and 45 FR 21634}, the carbon
monoxide and ozone portions of the
Colorado State Implementation Plan
(SIP) were disapproved by the
Environmental Protection Agency (EPA)
because of the State’s failure to adopt
and submit an acceptable automobile
exhaust emissions control program. This
disapproval action invoked the
stationary source construction
restrictions required by Section
110(a)(2)(I) of the Clean Air Act. At the
same time, EPA began exercising its
authority under Sections 176{a) and 316
of the Act to withhold certain federal
assistance from the affected
nonattainment areas.

On May 29, 1980, the Governor
submitted written evidence of the
State’s legal authority to implement and
enforce an automobile emissions control

‘program as well as schedules for
implementing that program and a
demonstration that it will achieve a 25%
reduction in exhaust emissions by 1987.
Today, EPA is approving this element of
the SIP and is removing the funding and
construction réstrictions which are
currently in effect.

EFFECTIVE DATE: July 16, 1980.

Under Section 307(b)(1) of the Clean
Air Act, judicial review of this final
rulemaking is available only by the
filing of a petition for review in the
United States Court of Appeals for the
appropriate circuit by September 15,
1980. Under Section 307(b)(2) of the
Clean Air Act, the requirements which
are the subject of today's notice may not
be challenged later in the civil or
criminal proceedings brought by EPA to
enforce these requirements.

FOR FURTHER INFORMATION CONTACT:
Robert R. DeSpain, Chief, Air Programs
Branch, Environmental Protection
Agency, 1860 Lincoln Street, Denver,
Colorado 80295, (303) 837-3471.

SUPPLEMENTARY INFORMATION: EPA
finds good cause exists for making the
action taken in this notice immediately
effective for the following reasons: (1)
implementation plan revisions are
already in effect under state law and
EPA poses no additional regulatory

burden, (2) EPA has a responsibility
under the Act to take final action on the
portion of the SIP which addresses Part
D requirements by July 1, 1979, or as
soon thereafter as possible, and (3) this
action removes federal funding and
construction restrictions which have
been in effect in certain nonattainment
areas in Colorado since May 2, 1980.

Background
On January 2, 1979, the-Governor of

* Colorado submitted a State -

Implementation Plan (SIP) revision in
response to the requirements of Part D
of the Clean Air Act {the “Act”), as
amended in 1977. In general, the SIP is
required to provide for the attainment
and maintenance of the national
ambient air quality standards for all
areas which have been designated
“nonattainment” pursuant to Section 107
of the Act. A critical portion of the
control strategy for attainment and
maintenance of the carbon monoxide
and ozone standards, in portions of
Colorado, is the implementation of an

“inspection and maintenance program.

“Inspection/Maintenance” (I/M) refers
to a program whereby motor vehicles
receive periodic inspections to assess
the functioning of their exhaust emission
control systems. Vehicles which have
excessive emissions must then undergo
mandatory maintenance. Generally, I/M
programs include passenger cars,
although other classes can be included
as well. Noncomplying vehicles can be
prohibited from operating by requiring
proof of compliance to purchase license
plates or to register a vehicle. In certain
cases, a windshield sticker system can
be used, much like many safety
inspection programs.

Section 172 of the Clean Air Act
requires that State Implementation Plans
which include nonattainment areas meet
certain criteria. These criteria have been
discussed in detail in the General
Preamble for Proposed Rulemaking on
Approval of Plan Revisions for
Nonattainment Areas, 44 FR 20377
(April 4, 1979), and its various
supplements, 44 FR 38583 (July 2. 1979},
44 FR 50371 [August 28, 1979), 44 FR
53761 {September 17, 1979), and 44 FR
67182 (November 23, 1979). For areas
which demonstrate that they will not be
able to attain the ambient air quality

standards for ozone or carbon monoxide _

by the end of 1982, despite the
implementation of all reasonably
available meastires, an extension up to
1987 may be granted. In such cases,
Section 172(b)(11)(B) requires that: “the
plan provisions shall establish a specific
schedule for implementation of a vehicle
emission control inspection and
maintenance program . . . In Colorado

the areas which are required to have an
1/M program are portions of Larimer,
Weld, Adams, Arapahoe, and El Pago
Counties, and the Counties of Denver,
Boulder, Douglas, and Jefferson.

EPA issued guidance on February 24,
1978, on the general criteria for SIP
approval including I/M, and on July 17,
1978, regarding the specific criteria for
1/M SIP approval. Both of these items
are part of the SIP guidance material
referred to in the General Preamble for

" Proposed Rulemaking (44 FR 20372,

20373, n 6). Although the July 17, 1978,
guidance should be consulted for
details, the key elements for 1/M SIP
approval are as follows:

Legal Authority. States or local
governments must have adopted the
necessary statutes, regulations,
ordinances, etc., to implement and
enforce the inspection/maintenance
program. (Section 172(b)(10).)

Commitment. The appropriate
governmental unit(s) must be committed
to implement and enforce the I/M
program. {Section 172(b)(10).)

Resources. The necessary finances
and resources to carry out the I/M
program must be identified and
committed. (Section 172(b){7).)

Schedule. A specific schedule to
establish the I/M program must be
included in the State Implementation
Plan. [Section 172(b}{11)(B).) Interim
milestones are specified in the July 17,
1978, memorandum in accordance with
the general requirement of 40 CFR
51.15(c).

Program effectiveness. As set forth in
the July 17, 1978, guidance
memorandum, the I/M program must
achieve a 256% reduction in passenger
car exhaust emissions of hydrocarbons
and a 25% reduction for carbon
monoxide. This reduction is measured
by comparing the levels of emissions
projected to December 31, 1987, with
and without the I/M program. This
policy is based on Section 172(b})(2) .
which states “the plan provisions . . .
shall . . . provide for the
implementation of all reasonably
available control measures . . ..

- Specific detailed requirements of
these five provisions are discussed
below:

To be acceptable, I/M legal authority
must be adequate to implement and
effectively enforce the program and
must not be conditioned upon further
legislative approval or any other
substantial contingency. However, the
legislation can delegate certain decision
making to an appropriate regulatory
body. For example, a state department
of environmental protection or
department of transpottation may be
charged with implementing the program,
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selecting the type of test procedure as
well as the type of program to be used,
and adopting all necessary rules and
regulations. I/M legal authority must be
included with any plan revision which
must include I/M (i.e., a plan which
establish an attainment date beyond
December 31, 1982) unless approved
extension to certify legal authority is
granted by EPA. The granting of such an
extension, however, is an exceptional
remedy to be utilized only when a state
legislature has had no opportunity to
consider enabling legislation.
Written evidence is also required to
establish that the appropriate
governmental bodies are “committed to
implement and enforce the appropriate
elements of a plan.” (Section 172(b)(10).}
Under Section 172(b)(7), supporting
commitments for the necessary financial
and manpower resources are also
required.
A specific schedule to establish an
inspection/maintenance program is
required. (Section 172(b}(11)(B).} The
July 17, 1978, guidance memorandum
established as EPA policy the key
milestones for the implementation of
various I/M programs. These milestones
were the general SIP requirement for
compliance codified at 40 CFR 51.15(c).
This section requires that increments of
progress be incorporated for compliance
schedules of over one year in length.
To be acceptable an I/M program
must achieve the requisite 25%
reductions in both hydrocarbon and
carbon monoxide exhaust emissions
. from passenger cars by the end of
calendar year 1987. The Act mandates
“Implementation of all reasonably
available control measures as
expeditiously as practicable.” (Section

- 172(b){2).} At the time of passage of the
Clean Air Act Amendments of 1977,
several inspection/maintenance
programs were already operating.
Mandatory programs in New Jersey and
Arizona provide for a stringency of
approximately 20%. (The stringency of a
program is defined as the initial
proportion of vehicles which would have
failed the program’s standards if the
affected fleet had not undergone I/M
before. Because some motorists tune
their vehicles before I/M tests, the
actual proportion of vehicle failing is
usually a smaller number than the
stringency of the program.} Depending
on the program type {private garage or
centralized inspection) a mandatory I/M
program may be implemented as late as
December 31, 1982, and the attainment
date may be as late as December 31,
1987. Based on an implementation date
of December 31, 1982, and a 20%
stringency factor, EPA predicts the

reductions of both CO and HC exhaust
emissions of 25% can be achieved by
December 31, 1987. Earlier
implementation of I/M will produce
greater emission reductions. Thus,
because of the Act's requirement for the
implementation of all reasonably
available control measures and because
New Jersey and Arizona have
effectively demonstrated practical
operation of I/M programs with a 20%
stringency factor, it is EPA policy to use
a 25% emission reduction as the
criterion to determine compliance of the
I/M portion with Section 172(b)(2).

In an October §, 1979, final rulemaking
on the Colorado SIP (44 FR 57401), EPA
stated that the State of Colorado had
satisfied the condition for an extension
of the deadline for certification of
adequate legal authority for a motor
vehicle exhaust emissions control
program. The reason for the extension
was confusion during the 1979
legislative session over the
approvability of the Bill under
consideration. During the closing days of
the 1979 Legislative Session, some of the
legislators misunderstood whether EPA
could approve the program established
in Senate Bill 1 which included a
commitment to study alternative
approaches to controlling motor vehicle
exhaust emissions and pass appropriate
additional legislation by March 1, 1980,
to meet requirements in the Clean Air
Act. Senate Bill 1 also established a
motor vehicle exhaust emissions control
program which would go into effect
automatically if the Legislature did not
adopt additional legislation by March 1,
1980. However, in the October 5, 1979,
rulemaking EPA indicated that the
program established in Senate Bill 1 was
not acceptable and noted specific
deficiencies (44 FR 57404-57405). EPA
conditionally approved this element of
the SIP with the provision that the State
certify and submit to EPA by March 1,
1980, evidence of adequate legal
authority for the required program and
corrections to other deficiencies noted in
the October 5, 1979, rulemaking. EPA
also notified the public of its intention to
impose the federal funding and new
source constructions restrictions,
authorized by Sections 176(a), 316, and
110(a}(2)(1) of the Act, if the State failed
to comply with this condition.

On March 14, 1980 {45 FR 16486), EPA
published a final rule disapproving the
carbon monoxide and ozone portions of
the Colorado State Implementation Plan,
thereby invoking the restrictions on
construction of major new or modified
stationary sources required by Seclion
110(a)(2)(1) of the Clean Air Act. In that
rule, EPA alsc announced that it would

~

4

begin exercising its authority under
Section 176{a) and 316 of the Act to
withhold certain federal assistance from
the affected nonattainment areas.

These aclions superseded EPA’s -
October 5, 1979, conditional approval of
the I/M portion of the SIP and were
based on the State of Colorada’s failure
to satisfy a condition of approval, i.e,,
failure to submit evidence of adequate
legal authority to implement and enforce
an acceplable autombile exhaust
emissions control program by March 1,
1980. See 44 FR 57401 (October 5, 1979}
and 45 FR 7801 (February 5, 1980). The
final rule was to be effective on March
14, 1980.

On March 13, 1980, the United States
Court of Appeals for the Tenth Circuit
ordered that “enforcement by the EPA
of all sanctions against the State of
Colorado is stayed to and including May
1, 1980.” Therefore, EPA amended the
final rule to respond to the Court order,
and stay the effective date of the action
published on March 14, 1980, to May 2,
1980 (45 FR 21634).

On May 2, 1960, the State had not yet
adopted legal authority for and
autombile exhaust emissions control
program. Therefore, the carbon
monoxide and ozone portions of the SIP
were disapproved and funding and
construction restrictions became
effective on that date.

State Submittal

On May 7, 1980, the legislature
adopted the Bill which is the subject of
this notice. On May 23, 1980, Governor
Richard Lamm signed the Bill into law
and on May 29, 1980, the State
submitted the Bill to the EPA together
with supporting documentation,
including detailed schedules for
implementation and a demonstration
that the program will achieve a 25%
reduction in exhaust emissions by 1987.
The supporting documentation
represen!s a commitment by the
Departments of Health and Revenue to
carry out and enforce the program, and
the resources necessary to do so are
also identified and committed. -

The law calls for annual emissions
inspection for 1968 and later model year
light duty vehicles including light duty
trucks in the Front Range area (basically
Denver, Boulder, Colorado Springs, Fort
Collins, and Greeley). The Health
Department will adopt emissions
standards for each model year.
Standards will be set so that at least
60% of 1968-1974 vehicles and at least
70% of 1975 and later vehicles can meet
the standards.

Cars will be tested using emissions
analyzers. If they comply with the
standards, they will be issued a
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certificate of emissions compliance.
Model year 1968-1980 vehicles which
fail to comply with the standards at the
time of testing will be adjusted to
manufacturers specifications and then
refested. If they still fail to meet
standards, they will be issued a
certificate of emissions adjustment and
no further repairs or maintenance will
be required, unless emissions control
devices have been altered, removed,
disabled or rendered inoperative. Visual
inspection of emission control devices
will be performed. Owners of model
year 1981 and later vehicles which fail
to comply with standards at the time of
testing will be required to repair their -
vehicles to meet standards. If these
vehicles still fail to meet standards after
expending up to $100 on emissions
related repair cost, they will be issued a
certification of emissions adjustment.

The high altitude performance
adjustments provided by Section 215 of
the Clean Air Act will be included as
part of the adjustments required.

The full program will begin on January
1, 1982, but a change of ownership and
voluntary program will begin July 1,
1981. The provisions of the program
requiring repairs on 1981 and later
model year vehxcles will begin July 1,
1982,

The emissions tests and adjustments
will be conducted by trained mechanics.
The mechanic training and licensing
prograni will be run by the Department
of Health and mechanics will have to
pass a competency test before being
licensed. The Department of Health will
also administer an information program
to insure public acceptance. -

The Department of Health will insure
quality control by:

(1) establishing specifications and
standards for emissions analyzers and
emissions analyzers to be used by
inspection stations will have to be
approved. by the Department;

(2) checking and calibrating the
analyzers on a regular basis;

(3) establishing procedures to be used
in conducting inspections and
performing adjustments; and

(4) periodically sending “unmarked”
vehicles through inspection stations to
evaluate program effectiveness.

The Department of Health will also
continuously evaluate the effectiveness
of the program :and make annual
recommendations to the Legislature
regarding needed program
improvements. The evaluation will focus
particularly on whether a significant
number of vehicles are failing to pass
the retest after adjustments are made
developing alternafive procedures to be
followed for repairing 1981 and later
vehicles which will not be ‘adjustable

and may require repairs or parts
replacement to comply with the
standards.

Enforcement of the program will be by
the Department of Revenue through the
safety irfspection program. If a vehicle
does nothave a valid certificate of
emissions control at the time of safety
inspection, no safety inspection sticker
may be issued and the vehicle will be
prohibited from operating. Penalty
provisions are included. The Department
of Revenue will also administer a
referee program.

Emissions standards for new vehicles

. sold at high altitudes have been-

proposed by EPA, effective with the
1982 model year. The existence of these
standards will result in the Colorado 1/
M program enabling warranty coverage
under Section 207(b} of the Clean Air
Act. Properly maintained 1982 and later
model year vehicles failing inspection
will have engine components affecting
emissions repaired at the expense of the
vehicle manufacturer for the first two
years. or 24,000 miles. Emission control
equipment will be covered for five years
or 50,000 miles.

Final Actionr . '

On June 13, 1980, (45 FR 40169) EPA
proposed approval of the Governor's
submittal and solicited comments on
this action. One comment was received;
however, it did not address the ,
adequacy of the state I/M program but
rather objected to EPA’s use of federal
fundirg and stationary source
construction restrictions to obtain State
compliance.

EPA believes its actions on an
adequate I/M program were clearly
authorized by Sections 176{a), 316 and
110(a){2){I) of the Act. Furthermore, EPA
believes the provisions of the Act
authorizing such actions are
constitutional. Federal funding
restrictions are the traditional method
used by Congress to gain State
cooperation in federal programs. The
construction moratorium is an interim
prohibition on private pollution sources
and is invoked solely for the purpose of
protecting public health. EPA’s position
on these issues are explained in more
detail in briefs and other documents
filed by the Agency in the Mountain
States Legal Foundation, et al., v. Costle
lawsuit (Case No. 79-2261, U.S. Court of
Appeals for the Tenth Circuit).

EPA is approving Colorado’s
automobile exhaust emissions control
program for inclusion in the State
Implementation Plan. Today’s action
supersedes EPA's earlier disapproval of
this portion of the SIP, and also removes
the federal funding and stationary
source consfruction restrictions

authorized by Sections 176(a), 316 and
110{a)(2)(1) of the Act, which have been
in effect since May 2, 1980.

Colorado’s law provides adequate

- legal authority to implement and enforce

an automobile exhaust emissions
control program beginning January 1,
1982. The law also represents a
commitment to implement and enforce
the program and identifies and commits
adequate financial and manpower
resources. The detailed schedules
provided by the State are also
acceptable.

Finally with respect to program °
effectiveness, the State has
demonstrated the required 25%
reduction in HC and CO light duty
vehicle exhaust emissions in 1987, Much
of this emission reduction will come
from the inspection and maintenance
program for 1981 and later models,
which features a 30% stringency with
full mechanic training. EPA is concerned
about the effectiveness of the adopted
adjustment program for pre-1981 modols,
especially the lack of a substantive
requirement to pass the retest. Should
the first annual program evaluation
indicate a substantial number of these
models are failing to pass the retest,
comphance with the 25% requirement
will be in jeopardy, and the State will
have to revise the program accordingly.

Under Executive Order 12044, EPA is
required to judge whether a regulation is
“significant” and therefore subject to the
procedural requirements of the Order or
whether it may follow other specializod
development procedures. EPA labels
these other regulations “specialized”. 1
have reviewed this regulation and
determined that it is a specialized
regulation not subject to the procedural
requirements of Executive Order 12044,

This notice of final rulemaking is
issued under the authority of Section
110, 176, and 316 of the Clean Air Act as
amended.

Dated: July 10, 1980.

Douglas M. Costle,
Administrator.

Title 40, Part 52 of the Code of the
Federal Regulation is amended as
follows:

Subpart G—Colorado

1. Section 52.320(c)(18) is revised as
follows:

§ 52.320 Identification of Plan.
* +* * * *
c * % *

{18) On May 29, 1980, the Governor
submitted written evidence of the
State’s legal authority to implement and
enforce an autorhobile emissions control
program as well as schedules for
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implementing that program and a
demonstration that it will achieve a 25%
reduction in exhaust emissions by 1987.

§52.324 [Amended]
2. In § 52.324, paragraph {c) is deleted.

§52.327 [Amended]
3. In § 52.327, paragraph (a) 1. is
deleted.

§52.328 [Amended]
4. In § 52.328, paragraph (a) 1. is
deleted.
(FR Doc. 80-21164 Filed 7-15-80: 8:45 am]
BILLING CODE 6560-01-h

GENERAL SERVICES
ADMINISTRATION

41 CFR Part 1-15

[FPR Amdt. 205]

Revisions to Cost Principles for
Commercial Organizations

AGENCY: General Services
Administration.

ACTION: Final rule.

SUMMARY: This regulation revises a
number of contract cost principles
applicable to commercial organizations.
The basis for the changes are the
treatment of the various principles in the
Defense Acquisition Regulation and new
approaches introduced by Cost
Accounting Standards. The intended
effect is to provide uniform contract cost
principles for Government-wide use.

EFFECTIVE DATE: August 25, 1980, but
‘may be observed earlier.

"~ FOR FURTHER INFORMATION CONTACT:

Philip G. Read, Director, Federal
Procurement Regulations Directorate,
Office of Acquisition Policy (703-557—
8947).

SUPPLEMENTARY INFORMATION:
Significant changes, proposed revisions
not adopted and other matters of
interest are discussed below:

1. Significant Changes

Significant changes introduced in this
amendment include the following:

(1) Cost Accounting Standard 406,
Cost Accounting Period, is incorporated
into the cost principles for application to
fully CAS-covered contracts, but
existing coverage is retained for
uncovered contracts and those subject
to modified CAS coverage.

(2) Unallowable sales promotion is
described and guidance for identifying
unallowable costs is provided.

(3) Contractors with contracts subject
to Cost Accounting Standard 409,
Depreciation of Tangible Capital Assets,

-

are permitled an election to adopt the
Standard for contracts not subject to
CAS 409.

(4) Conditions for the allowability of
insurance coverage in excess of the
acquisition cost of insured assets are set
forth in the insurance cost principle.
Late premium payment charges related
to employee deferred compensation plan
insurance are made unallowable.

{5) New allowability criteria are
provided for retainer fees related to
professional and consulting service
costs. The allowability of professional
and consulting service fees is
conditioned on the availability of
evidence supporting the nature and
scope of services furnished.

(6) Gains and losses from the sale,
retirement, or other disposition of
depreciable property are made a
consideration in contract costing as
adjustments of previously recognized
depreciation.

(7) Taxes incurred in connection with
reorganizations and funding deficiencies
or prohibited transactions involving
employee deferred compensation plans
are included among unallowable taxes.
New guidance is also provided dealing
with sitvations where {a) partial
exemplion from a tax is attributable to
Government contract activity, (b) taxes
are incurred on property used solely on
non-Government work, and (c) taxes are
incurred on property used for both
Government and non-Government work.

(8) New guidance is provided
concerning the allowability of education
expenses for persons other than
contractor employees and employee
dependents.

2. Praposed Revisions Not Adopted

Several proposed revisions that were
forwarded to agencies for comment
were not included in this amendment.
These proposed revisions and the
reasons for the deletion are as follows:

(1) Regulatory coverage perlaining to
capital leases, operating leases,
Financial Accounting Standard No. 13
{FAS-13) and related subjects was
proposed for inclusion in §§ 1-15.205-
9(j), 1-15.205-34, and 1-15.205~50. It
became apparent during the comment _
period that the Department of Defense
(DOD) was experiencing problems with
the revised coverage in the Defense
Acquisition Regulation (DAR) and that
revised DAR coverage was presently
under consideration. To avoid a
premature change to contract costing
procedures which will probably be
altered in the near future, revision of
FPR coverage on leasing is being
deferred pending further DOD action on
the depreciation, rental, and automatic

data processing equipment (ADPE}
leasing cost principles.

(2) A number of agencies objected to
the proposed incorporation of Cost
Accounting Standard (CAS) 405—
Accounting For Unallowable Costs into
§ 1-15.201-6 of the contract cost
principles and procedures. Concerns
were expressed that this action
extended burdensome accounting
requirements to contactors who are not
subject by law to the Cost Accounting
Standards. In consideration of this
position and those presented by others
that CAS 405: {a} is largely procedural,
(b) does not directly impact a particular
cost treated in § 1-15.205, and (c}
contains rules already covered to some
extent in existing FPR coverage, a
decision was made not to incorporate
the Standard into Subpart 1-15.2 at this
time.

(3) A proposed revision to § 1~15.205-
37(b) was also deleted from this
amendment. The revision would have
prohibited the allocation of selling costs
incurred in connection with foreign
military sales to U.S. Government .
contracts for U.S. Government
requirements. During the period allowed
for comments, it was learned that DOD
was reconsidering its interpretation of
the Arms Export Control Act, which
originally influenced this requirement in
the DAR, and that revised coverage was
under development. Therefore, a
decision was made to defer modification
of the FPR pending further DOD action
on this aspect of the selling cost
principle.

3. Other Matters of Interest

The views and recommendations of
agencies also were solicited on several
other matters pertaining to contract cost
principles. The matters at issue were:

(1) Desirability of revising the cost
principles on bidding costs (§ 1~15.205-
3) and research and development costs
(% 1-15.205-35),

(2) Whether or not to defer further
action on existing coverage of “facilities
capital cost of money” (see FPR
Temporary Regulation 40, dated October
1, 1976) pending profit policy direction
from the Office of Federal Procurement
Policy, and

(3) Need for an administrative
procedure similar to that included in
DAR § 15.206 and § 7-203.35 pertaining
to a “notice of intent to disallow or not
recognize costs.” In view of the fact that
there was no significant expression of
agency desire for change, no action is
being taken in these areas at this time.

1. The table of contents for Subpart 1-
15.2 is amended to revise 1-15.205-32 to
read as follows: .
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1-15.205-32 Gains and losses on disposition
of depreciable property or other capital
assets.

Sprart 1~-15.2—Contracts With
Commercial Organizations

2. Section 1-15.203 is amended by
revising paragraphs (c) and (e) to read
as follows: .

§ 1-15.203 Indirect costs.

* ok * * *

(c) Each grouping shall be distributed
to the appropriate cost objectives. This
necessitates the selection of a
distribution base common to all cost
objectives to which the grouping is to-be
allocated. The base should be selected
so as to permit allgcation of the
grouping on the basis of the benefits
acoruing to the several cost objectives,
This principle for selection is not to be
applied so rigidly as to unduly
complicate the allocation where
substantially the same results are
achieved through less precise methods.
Once an appropriate base for the
distribution of indirect costs has been
accepted, such base shall not be
" fragmented by the removal of individual
elements, Consequently, all items
properly includable in an indirect cost
base should bear a pro rata share of
indirect cost irrespective of their
acceptance as Government contract
costs. For example, when a cost input
base is used for the distribution of
general and administrative (G&A) costs,
all items that would properly be part of
the cost input base, whether allowable
or unallowable, shall be included in the
base and bear their pro rata share of
G&A costs. .

* * 'ﬁ * *

(e) A base period for allocation of -
indirect costs is the’cost accounting
period during which such costs are
incurred and accumulated for
distribution to work performed in that
period. The criteria and guidance set
forth in Cost Accounting Standard
(CAS) 408, Cost Accounting Period, for
selection of the cost accouting periods to
be used for allocation of indirect costs,
are incorporated in their entirety for
application to fully CAS covered
contracts. For contractors not having'
contracts subject to the Cost Accouting
Standards and: for those having
contracts subject to modified CAS
coverage, normally the base period will
be the contractor’s fiscal year; however,
use of a period shorter than the,
contractor’s fiscal year may be
appropriate (1) for contracts for which
performance involves only a minor

portion of the fiscal year, or (2) where it -

is general practice in the industry to use

a shorter period. In any event, the base
period or periods used shall avoid
creating inequities in the allocation of
indirect costs. When' a contract is
performedover an extended period, as
many base periods will be used as are
required to represent the period of -
contract performance.

* * * * *

"3, Section 1-15.204 is revised by
adding a new paragraph (a) and
redesignating the remaining paragraphs
as (b) through (d), as follows:

§ 1-15.204 Appllcatlon of principles and
procedures.

(a) Deviations from the cost principles
in this Subpart 1-15.2 shall be processed

- in accordance with the procedures in

§ 1-1.009.

(b) Costs shall be allowed to the
extent that they are reasonable (see § 1~
15.201-3), allocable (see § 1-15.201-4),
and determined to be allowable in view
of the other factors set forth in §§ 1~
15.201-2 and 1-15.205. These criteria
apply to all of the selected items of cost
which follow, notwithstanding that
particular guidance is provided in
connection with certain specific items
for emphasis or clarity.

(c) Costs incurred as reimbursements
or payments to a subcontractor under a
cost-reimbursement, fixed-price
incentive, or price redeterminable type
subcontract of any tier above the first
firm fixed-price or fixed-price escalation
subcontract are allowable to the extent
that allowance is consistent with the
subpart of this Part 1-15 which is

_ appropriate to the subcontract involved.

Thus, if the subcontract is for supplies,
such costs are allowable to the extent
that the subcontractor's costs would be
allowable if this Subpart 1-15.2 were
incorporated in the subcontract; if the
subcontract is for-construction, such
costs are allowable to the extent that
the subcontractor’s costs would be
allowable if Subpart 1-15.4 of this Part
1-15 were incorporated in the

. subcontract. Similarly, costs incurred as

payments under firm fixed-price or

fixed-price escalation subcontracts or

modifications thereto, when costs
analysis was performed pursuant to § 1~
3.807-10(b) shall be allowable only to
the extent that the price was negotiated
in accordance with the principles in § 1~
15.1086.

_ (d) Selected jtems of cost are treated
in § 1-15.205. However, § 1-15.205 does
not cover every element of cost and
every situation that might arise in a -
particular case. Failure to treat any item
of cost in § 1-15.205 is not intended to
imply that it is either allowable or
unallowable. With respect to all items,
whether or not specifically covered,

determination of allowability shall be
based on the principles and standards
set forth in this subpart and, when
appropriate, the treatment of similar or
related selected iteras.

4, Section 1-15.205-1 is amended by
revising paragraphs (a] and {c) to read ,
as follows:

§ 1-15.205-1 Advertising costs,

{a) Advertising costs mean the costs
of media advertising and directly
associated costs. Media advertising
.includes magazines, newspapers, radio
and television programs, direct mail,
trade papers, outdoor advertising, dealor
cards and window displays,
conventions, exhibits, free goods and
samples, and the like.

* * * * *

(c) Advertising costs other than those
specified in paragraph (b) of this section
are not allowable. Unallowable
advertising costs include those related
to sales promotion. Such advertising
involves direct payment for the use of
time or space to promote the sale of
products, either directly by stimulating
interest in a product or product line, or
indirectly by disseminating messages
calling favorable attention to the
advertiser for purposes of enhancing its
overall image to sell its products. In both
instances, the advertiser has control
over the form and content of what will
appear, the medium in which it will
appear, and when it will appear.

5. Section 1-15.205~2 is revised to read
as follows: s

§ 1-15.205-2 Bad debts.

Bad debts, including losses (whether
actual or estimated) arising from
uncollectable customers’ accounts and
other claims, related collection costs,
and related legal costs, are unallowable.

6. Section 1-15.205-9 is amended by

- revising paragraphs {(b)-(h) and by

adding a new paragraph (i) to read as
follows:

§ 1-15.205-9 'Depreciation.
* * * * *

(b) Contractors having contracts
subject to Cost Accounting Standard
(CAS) 409 (Depreciation of Tangible
Capital Assets) must adhere to the
provisions of the Standard for all fully
CAS-covered contracts, and may elect
to adopt the Standard for other
contracts. All provisions of CAS 409 are
applicable if the election is made. When
CAS 409 is applicable, its provisions
supersede any conflicting provisions of
this cost principle. Once electing to
adopt CAS-409 for uncovered contracts,
contractors must continue to follow its
provisions until notification is received
of final acceptance of all deliverable
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items on all open negotiated
Government contracts. The principles
which follow are applicable to those
contracts to which,CAS 409 is not
applied.

(c) Normal depreciation on a
contractor's plant, equipment, and other
capital facilities is an allowable element
of contract cost provided the contractor
is able to demonstrate that such costs
are reasonable and properly allocable to
the contract. Subject to paragraphs {d}
through (i) of this section:

{1) Depreciation will ordinarily be
considered reasonable if the contractor
follows depreciation policies and
procedures which:

(i) Are consistent with the policies
and procedures the contractor follows in
the same cost center in connection with
business other than Government
business; -

(ii) Are reflected in the contractor’s
books of account and financial
statements; and

(iii) Are used by the contractor for
Federal income tax purposes, and are
acceptable for such purposes.

(2) When the depreciation reflected on
a contractor’s books of account and
financial statements differs from that
used and acceptable for Federal income
tax purposes, reimbursement shall be
based upon the cost of the asset to the
contractor, amortized over the estimated
useful life of the property, using
depreciation method (straight line, sum
of the years’ digits, etc.) acceptable for
income tax purposes. Allowable
depreciation shall not exceed the
amounts used for book and statement
purposes and shall be determined in a
manner consistent with the depreciation
policies and procedures followed in the
same cost center in connection with the
contractor’s business other than
Government business. -

(3) Depreciation for reimbursement
purposes in the case of tax-exempt .
organizations shall be determined on the
basis outlined in paragraph {c}{2) of this
section. -

(d) Special considerations are
required for assets acquired before the
effective date of this principle where, on
the effective date of this principle, the
undepreciated balance of such assets,
resulting from depreciation policies and
procedures used previously for
Government contracts and subcontracts,
is different from the undepreciated

.balance of such assets on the books and
financial statements. Generally, the
undepreciated balance for contract cost
purposes shall be depreciated over the
remaining life using the methods and
lives followed for book purposes. The
apgregate depreciation on any asset
allowable after the effective date of this

@

§ 1-15.205-9 shall not exceed the cost
basis of the asset less any depreciation
allowed or allowable under prior

" procurement regulations.

(e) Depreciation should usually be
allocated to the contract and other work
as an indirect cost. The amount of
depreciation aliowed in any accounting
period may, consistent with the basic
objectives set forth in paragraph (a) of
this § 1-15.205~9, vary with volume of
production or use of multishift
operations.

(f) No depreciation, rental, or use
charge shall be allowed on property
acquired at no cost from the
Government by the contracior or by any
division, subsidiary, or affiliate of the
contractor under a common control.

(g) The depreciation on any item
which meets the criteria for allowance
at a “price” in accordance with
§ 1-15.205-22{e) may be based on such
price, provided the same depreciation
policies and procedures are used for
costing purposes for all business of the
using division, subsidiary, or
organization under common control.

(h) No depreciation or rental shall be
allowed on property fully depreciated
by the contractor or by any division,
subsidiary, or affiliate of the contractor
under a common control; however, a
reasonable charge for the use of fully
depreciated property may be agreed
upon and allowed (see § 1-15.107). In
determining this charge, consideration
should be given to cost, total estimated
useful life at time of negotiation, effect
of any increased maintenance charges
or decreased efficiency due to age, and
the amount of depreciation, if any,
previously charged to Government
contracts and subcontracts.

{i) For depreciation on idle facilities
and idle capacity, see § 1-15.205-12.

7. Section 1-15.205-16 is amended by

) revising paragraph (a)(2)(iii), and (v), by

adding a neW: paragraph (2)(2)(iii) and a
new paragraph {c) to read as follows:

§ 1-15.205-16 Insurance and
indemnification,

(a * * &

2 * & &

(iii) The cost of casualty insurance
premiums for insurance coverage in
excess of acquisition cost of the insured
assets is allowable: Provided, The
contractor has a formal written policy
assuring that in the event the insured
property is involuntarily converted, the
new asset shall be valued at the book
value of the replaced asset plus or minus
adjustments for differences between
insurance proceeds and actual
replacement cost. If the contractor does
not have such a formal writlen policy,
the cost of premiums for insurance

coverage in excess of the acquisition
cost of the insured asset is unallowable.

(iv} Costs of insurance or of any
provision for a reserve covering the risk
of loss of or damage to Government
property are allowable only to the
extent that the contractor is liable for
such loss or damage and such insurance
or reserve does not cover loss or
damage which results from willful
misconduct or lack of good faith on the
part of any of the contractor’s directors
or officers, or other equivalent
representatives, who have supervision
or direction of (A) all or substantially all
of the contractor’s business, or (B) all or
substantially all of the contractor’s
operations at any one plant or separate
location in which the contract is being
performed, or {C) a separate and
complete industrial operation in
connection with the performance of the
contracl;

(v} Provisions for a reserve under an
approved seli-insurance program are
allowable to the extent that the types of
coverage, extent of coverage, and the
rates and premiums would have been
allowed had insurance been purchased
to cover the risks, except that provisions
for known or reasonably estimated self-
insured liabilities, such as liabilities for
workmen's compensation, which do not
become payable for more than one year
after such provision is made, shall not
exceed the present value of the liability,
determined by using a rate of 6 percent
compounded annually; and

{vi) Costs of insurance on the lives of
officers, partners, or proprietors are
allowable only to the extent that the
insurance represents additional
compensation (see § 1-15.205-6).

- * L ] - *

(c) Late premium payment charges
related to employe deferred
compensation plan insurance, incurred
under section 4007 or section 4023 of the
Employee Retirement Income Security
Act of 1974, are unallowable.

8. Seclion 1-15.205~17 is revised to
read as follows:

§ 1-15.205-17 Interest and other financial
costs.

Interest on borrowings (however
represented), bond discounts, costs of
financing and refinancing capital {net
worth plus long-term liabilities), legal
and professional fees paid in connection
with the preparation of prospectuses,
costs of preparation and issuance of
stock rights, and costs related thereto,
are unallowable except for interest
assessed by State or local taxing
authorities under the conditions set forth
in § 1-15.205-41. (But see § 1-15.205-24.)
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9. Section 1-15.205-23 is revised to
read as follows:

§ 1-15.205-23 Organization costs.

Expenditures in connection with {a)
planning or executing the organization
or reorganization of the corporate
structure of a business, including
mergers and acquisitions, or (b) raising
capital (net worth plus long-term
liabilities), are unallowable. Such
expenditures include but are not limited
to incorporation fees and costs of
attorneys, accountants, brokers,
promoters and organizers, management
consultants, and investment counselors,
whether or not they are employees of
the contractor (see § 1-15. 205-47]
Unallowable “reorganization” costs
include the cost of any change in the
contractor’s financial structure,
excluding administrative costs of short-
term- borrowmgs for workmg capital,
resulting in alterations in the rights and -
interests of security holders whether or
not additional capital is raised.

10. Section 1-15.205-31 is amended by
revising paragraphs [a) and (c¢) and
adding a new paragraph (e} to read as
follows:

§ 1-15.205-31 Professional and consultant
service costs-legal accounting,
engineering, and other.

(a) Costs of professional and
consultant services rendered by persons
who are members of a particular
profession or possess a special skill and
who are not officers or employees of the
contractor are allowable, subject to
paragraphs (b), (c), (d}, and (e) of this -
§ 1-15.205-31, when reasonable in
relation to the services rendered and
when not contingent upon recovery of
the costs from the Government (see
§8§ 1-15.205-23 and 1-15. 205—26]

* * * * *

(c} In addition to the factorsin -

paragraph (b) of this § 1~15.205-31,
retainer fees to be allowable must be
supported by evidence that:

(1) The services covered by the
retainer agreement are necessary and
customary;

{2) The level of past services justifies
the amount of the retainer fees (if no
services were rendered, fees are not
automatically unallowable); and

(3) The retainer fee is reasonable in
comparison with maintaining an in-
house capability to perform the covered
services, considering factors such as
cost and level of expertise,

* * * * *
(e) Except for retainers (see par. (c) of
this section), fees for services rendered

shall be allowable only when supported
by evidence of the nature and scope of

the services furnished. (See also § 1~
15.205-37(c).)

11. Section 1-15.205-32 is revised to
read as follows:

§ 1-15.205-32 Gains and losses on
disposition of depreciable property or
other capital assets.

[(a) Gains and losses from the sale,
retirement, or other disposition (but see

. § 1-15.205-16) of depreciable property,
for purposes of computing contract
costs, shall be included in the year in
which they occur as credits or changes
to the cost grouping(s) in which the
depreciation or amortization applicable
to such assets was included (but see
paragraph (d) of this section).

(b) Gains and losses on disposition of
depreciable property shall be
considered as adjustments of
depreciation costs previously
recognized. The gain or loss for each
asset disposed of is the difference
between the net amount realized,
including insurance proceeds from
involuntary conversions, and its
undepreciated balance. The gain to be
recognized for contract costing purposes
shall be limited to the difference
between the acquisition cost of the asset
and its undepreciated balance, except
see paragraphs (c)(2) (i) or (ii) of this
section,

(c) Special considerations apply to
involuntary conversions. An involuntary
conversion of property occurs when a
contractor’s property is destroyed in
wholé or in part by events, over which
the owner has no control, such as fire,
windstorm, flood, accident, theft, etc,,
and an insurance award is recovered.
The following shall govern regarding
involuntary conversions:

(1) Where there is a cash award and
the converted asset is not replaced, gain
or loss will be recognized in the period
of disposition, but the gain recognized in
the period of disposition, but the gain
recognized for contract costing purposes
will be limited to the difference between
the original acquisition cost of the asset
and its undepreciated balance;

{2) Where the converted asset is
replaced, a contractor will either:

{i) Adjust the depreciable basis of the
new asset by the amount of the total
realized gain or loss; or

(ii) Recognize the gain or loss in the
period of disposition, in which case the
Government will participate to the same
extent as outlined in paragraph (c)) of
this section,

(d) Gains and losses on the
disposition of-depreciable property shall
not be recognized as a separate charge
or credit where:

(1) Such gains and losses are

- processed through the depreciation

- reserve account and are reflected in the

depreciation allowable under § 1~
15.205-9, or

(2) The property is given in exchange
as part of the purchase price of a similar
item and the gain or loss is taken into
consideration in the depreciation cost
basis of the new item.

(e) Gains and losses arising from masg
or extraordinary sales, retirements, or
other dispositions shall be considered
on a case-by-case basis,

(f) Gains and losses of any nature
arising from the sale or exchange of
capital assets other than depreclable
property shall be excluded in computing
contract costs.

12. Section 1-15.205-37 is amended by
revising paragraph (c) to read as
follows:

§ 1~15.205-37 Selling Costs.
*

%* * * *

(c) Notwithstanding paragraph (b) of
this section, salespersons' or agents’
compensation, fees, commissions,
percentages, retainer or brokerage fees,
whether or not contingent upon the
award of contracts, whether foreign or
domestic, are allowable only when paid
to bora fide employees (see § 1-1.504-4)
or bona fide established commercial or
selling agencies {see § 1-1.504-5)
maintained by the contractor for the

.purpose of securing business.

13. Section 1-15.205-40 is amended by
revising paragraph (d} to read as
follows:

§ 1-15.205-40 Special tooling and speclal
test equipment costs.
* * * * *

(d) Where items are disqualified as
special tooling because with less than
substantial modification or alteration
they can be made general purpose, and
where items are disqualified as special
test equipment because with relatively
minor expense they can be made
suitable for general purpose use and
have a value as such commensurate
with their value as special test
equipment, the cost of adapting the
items for use under the contract and the
cost of returning them to their prior
configuration will be allowable.

14, Section 1-15.205-41 is amended by
revising subparagraphs (a)(2), (a}(3),
(a)(5) and adding a new subparagraph
(a)(6) to read as follows:

§ 1-15.205-41 Taxes.

(a] * & &

(2) Taxes in connection with
financing, refinancing, refunding
operations or reorganizations (see §§ 1-
15.205-17 and 1-15.205-23);
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{3) Taxes from which an exemption is
available to the contractor directly or
available to the contractor based on an
exemption afforded the Government
except when the contracting officer
determines that the administrative
burden incident to obtaining the
exemption outweighs the corresponding
benefits accruing to the Government.
‘When partial exemption from a tax is
attributable to Government contract
activity, taxes charged to such work in
excess of that amount resulting from the
preferential treatment applicable thereto
shall be unallowable. The objective of
these provisions is to assure that any
tax preference attributable to
Government contract activity is realized
by the Government. The term
“exemption,” as used herein, means
freedom from taxation in whole or in
part and includes a tax abatement or
reduction resulting from mode of

assessment, method of calculation, or
otherwise;
* * * * *

{5) Taxes (including excises) on
property, real or personal, or on the
value, use, possession or sale thereof,
which is used solely in connection with
wark other than on Government
contracts. (Taxes on property used
solely in connection with either non-
Government or Government work
should be considered directly applicable
to the respective category of work
unless the amounts involved are
insignificant or comparable results
would otherwise be obtained; e.g., taxes
on contractor-owned work-in-process,
which is used solely in connection with
non-Government work, should be
allocated to such work; taxes on
contractor-owned work-in-process
inventory (and Government-owned
work-in-process inventory when taxed)
used solely in connection with
Government work should be charged to
such work.) The cost of taxes incurred
by reason of the use of property on both
Government and non-Government work
shall be apportioned to all such work on
the basis of the use of such property on
the respective final cost objectives; and-

(6) Taxes on accumulated funding
deficiencies of or prohibited

_transactions involving employee
deferred compensation plans under
section 4971 or section 4975 of the
Internal Revenue Code of 1954, as
amended, respectively.

15. Section 1-15.205-44 is amended by
adding a new paragraph (h) to read as
follows:

§ 1-15.205-44 Training and educational
costs.
* * * * *

(h) Costs of tuition, fees, textbooks,
and similar or related benefits provided
for other than bona fide employees are
unallowable except that;

(1) Such costs incurred for educating
employee dependents (primary and
secondary level students) when the
employee is working in a foreign country
where public education is not available
and where suitable private education is
inordinately expensive may be included
in overseas differential provided for in
§ 1-15.205-6(a)(1); or

(2) When a contractor, prior to the
effective date of this revision, has had
an employee dependent education plan
providing for the college education of
employee's dependents, the costs
incurred under such plans for students
already attending college under these
plans will be allowable until the
students have completed the equivalent
of four academic years of study under
the plan.
* * L 4 * *

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

Dated: July 7, 1980.
R. G. Freeman II,
Administrator of General Services.
[FR Doc. 20-21180 Filed 7-15-80; 845 am}
BILLING CODE 8820-51-M

ACTION
45 CFR Part 1202

Declassification: Transfer of
Regulations

AGENCY: ACTION.
AcTioN: Transfer of regulations.

SUMMARY: On May 16, 1879, Executive
Order 12137 was issued wherein the
status of Peace Corps was changed from
that of a component of ACTION to an
autonomous agency within ACTION,
pursuant to the provisions of the Order.
In light of this Executive Order, and due
to the fact that the authority, from 1962-
1972, to classify documents was vested
in Peace Corps, it is deemed more
appropriate for these regulations to be
located in that Part of the CF.R.
reserved for Peace Corps regulations.
This document transfers those
regulations relating to declassification of
documents to Title 22, Code of Federal
Regulations.

EFFECTIVE DATE: July 16, 1980.

FOR FURTHER INFORMATION CONTACT:
Louise E. Maillett, Assistant General
Counsel, ACTION, Telephone (202) 254
8855.

SUPPLEMENTARY INFORMATION:
Accordingly, 45 CFR Part 1202 is hereby
transferred to Title 22 CFR 301.

{Executive Order 12137, entitled “The Peace
Corps™; 42 U.S.C. 5042(14); 42 U.S.C. 5042(15))

Sam Brown,

Director, ACTION.

{FR Doc. 80-21286 Filed 7-15-80; 8:45 az)
BILLING CODE §050-01-M

DEPARTMENT OF THE INTERIOR
Fish and Wildilfe Service
50 CFR Part 91

Migratory Bird Hunting and
Conservation Stamp Contest

AGENCY: Fish and Wildlife Service,
Interior.

ACTION: Final rule, announcement of
contest.

SUMMARY: The Service issues several
changes in the annual migratory bird
hunting and conservation stamp contest.
The changes provide for a uniform mat
size for all entries, add swans as species
eligible for the dominant feature, and
modify the initial screening of entries by
the judges. The growing popularity of
this contest has resulted in significant
increases in the number of entries, with
over 1,300 entries in the 1979 contest.
The changes will improve
administrative and judging processes in
the contest. The Service also announces
the date and location of the 1980
contest.

DATES: This rule is effective July 16,
1980. This year's contest will be held on
November 6, 1980, beginning at 9 a.m.
ADDRESS: The 1980 contest will be held
in the Department of the Interior
Auditorium, 18th and C Streets NW.,,in
Washington, D.C.

FOR FURTHER INFORMATION CONTACT:
Mr. Robert Hines, Office of Audio
Visual, U.S. Fish and Wildlife Service,
Department of the Interior, Washington,
D.C. 20240, telephone (202) 343-5611.
SUPPLEMENTARY INFORMATION: The
annual Migratory Bird Hunting and
Conservation Stamp Contest is held by
the U.S. Fish and Wildlife Service to
select a design for the following year's
Migratory Bird Hunting and
Conservation Stamp, popularly known
as the Duck Stamp. Entries for the
November 6 contest must be postmarked
no later than midnight of October 15,
1980.

On June 10, 1980, the Service
published proposed changes to the rules
of the contest (45 FR 39317). The specific
reasons for each change were discussed
in the proposal and were primarily
intended to improve the administration
of the contest. The Servic received no
substantive comments on the proposed
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changes and has made no changes fronr
the proposal in the final rule: The
primary author of this rule is Bob Hines,
Office of Audio Visual. The:Department
has determined that thisis.nota . -
significant rule and does not require

- preparation of a-regulatory analysis
under Executive Order 12044 and 43
CFR Part 14,

Since this rule is administrative in
nature and benefits the public by adding
swans to the species eligible for. the
dominant feature, it will become.
effective July 16, 1980.

Accordingly,. the Service amends 50
CER Part 91 as shown below.

1. Revise the second and third |
sentences of § 91.13 to read as follows:

§91.13 Technical requirements for design
of entry.
* * - * s * +

It shall be matted with a. mat eight
inches by. ten:inches. No. scroll work,.
lettering, signature; or initials.may
appean on the design..

* * * -

2. Rev1se>the first sentence.of § 91.14

to read as follows: -

§91.14 Restrictions on subject matter of
entry.

A living species of North American
migratory ducks, geese, or swans must.
be the dominant feature.of any design.
* * * * *

3. Revise the last sentence of § 91.16
to read as.follows:

§91.16 Submission pracedures for entry.
* % * * *

Each contestant must also.sign,.
clearly print his orher name; and.submit
the:top portion of the Reproduction:
Rights Agreement.

4. Revise § 91.23 in its entirety to read
as follows:

§ 91.23 Display of entries for-contest*
selection. .

Entries chosen by the panel of judges
under the procedures of § 91.25 of this
part will'be displayed chronologicaily,
based on the date of receipt of the entry.
The only visible identificatiom mark o
each displayed entry will be the number
assigned to the eniry by the Contest
Coordinator (or authorized
representative).

5. Revise § 91.25 by deleting the
second sentence:and.replacing it with
the following text.

§91.25 Scoring procedure for'contest. -
* * * * *

All qualified entries will be shown
one at a time to the panel of judges by
the Contest Coordinator. The judges will
vote on each entry, those entries:
receiving a majority vote will receive:

further consideration. This screeing
process will continue: until 400 or fewer-
entries remain in the competition. These:
remaining entries. will be placed

‘together on display for publm viewing,

and further]udgmg..

* * *

6. Revise § 91.37 to.read as follows:

§ 91.31 Return of entries after contest,
All entries will be returned, certified,
to the particpating artists within 90.days

of completion of the contest.
Dated: July 1T, 1980, ~
Lynn A. Greenwalt;
Ditector; U.S. Fish and Wildlife Service.
[FR Doc. 80-21185 Filed 7-15-80; 8:45 am]

_ BILLING CODE 4310-55-M.

DEPARTMENT OF COMMERCE

National Oceanic and Atmospheric
Administration

50 CFR Part 764

Alaskan Salmon Troll Fishery;
Emergency Regulations

AGENCY: National Oceanic and
Atmospheric-Administration (NOAA)/
Commerce.

ACTION: Field order/emergency
regulations.

SUMMARY: The Director; Alaska Reglon,
(Regional Director), National Marine
Fisheries Service (NMFS) issues an
emergency regulation (Field Order)
applicable to fishing by vessels of the

‘United States in the Alaskan salmon

troll fishery, in accordance with the
fishery management plan (FMP) for the
“High Seas Salmorr Fishery Off the )
Coast of Alaska East of 175° East
Longitude,” and the emergency
regulations implementing the FMP (45
FR 44292).

This field order closes the:East
Management'Area to all. comimercial
fishing for-salmon for the period
begmmngat 12:01 a.m. Pacific Daylight
Time (PDTY) on Tuesday; July 15, 1980,
and Jasting until 11:59 p.m. PDT on.
Thursday, July'24; 1980, unless
superseded by a subsequent Field
Order.’

EFFECTIVE DATE: 12:01 a.m. PDT,
Tuesday, July 15, 1980. Public comments
are invited until September 12,.1980.
ADDRESS: Comments may be sent to:
Robert. W..Mcvey, Acting Director,
Alaska Region, National Marine
Fisheries Service, P.0..Box 1668, Juneau,
Alaska 99802, Telephone (807) 586-7221.
FOR FURTHER INFORMATION CONTACT:
William L. Rabinson at the above
address.

SUPPLEMENTARY INFORMATION: The
FMP, as amended in 1980 (45 FR 34020),
provides for a 10-day closure of the:
salmon troll fishery. in the FCZ off
Alaska to correspond with a State of
Alaska closure of the fishery in:
territorial waters. The closure is.
designed to assist in stabilizing or
reducing coastal and offshore effort on
coho salmon, consequently agsisting
catch and escapement inshore. It ig to
begimr om or-about July 10 unless
evaluation of the coho run indicates a
well above average magnitude and good.
movement inshore. The closure is to be
instituted pursuant to the procedures
described in Section'8.3.1.5 of the FMP
(44 FR 33250).

Section 8.3.1.5 of the FMP provides for
inseason adjustments to seagon and
area openings and closures, Regulations
implementing the FMP—promulgated on
an emergency basis omr May 15,1980 (45
FR 33638] and repromulgated on June 30,
1980 (45 FR 44292)—specify in § 674.22
that these decisions shall be made by
the Regional Director in accordance
with criteria set out in that section. On
June:17, 1980, the Assistant .
Administrator for Fisheries, NOAA,
with the approval of the Administrator,
NOAA, delegated to the Regianal
Director authority to promulgate Field
Orders making in-season adjustments.

The closure was adopted because
recent major shifts of troll effort and
harvest from the inshore figshery. districts
to the outer coastal fishing grounds have
reduced the number of coho salmon
reaching the-inshore districts. The shift
of effort, especially by the power troll
fleet, changed the allocation balance
bétween inshore and coustal fisheries
and applied greater fishing pressure to
mixed coho stocks further from their
natural streams. (T'ab]e 1), The result has
been reduced spawning escapements in
some streams as well as gregter
restrictions on net fishieries for pink,
sockeye, and chum salmon,

Table 1.—Coho Salmon Pawer Troll Calch From
Inside Versus Outsida Fishing Areas, 1976<79

Inside: Qutsido
No. Percert « No. Percont
1975 e " 121,333 70 51,813 30
1976.ccuesnes 201,281 “. 48 234,707 64
1977 ... - 189,836 54 164,27¢ 40
1978.ccne 240,865 35 463,792 65
L L:74: TN~ 141,832 20 531,379 80

Offshore power troll catches are

" averaging 20-25 coho per boat day,

about average for this time period. Coho
catches in the Icy Straits corridor, where
coho move from offshore to inshore,
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were very poor during the June 22-30
open fishing period.

Terminal area gillnet fisheries
throughout Southeast Alaska are all
experiencing below average catches
(Table 2). The cumulative catch for the
Taku-Snettisham gillnet fishery, a good
indicator of inshare coho abundance, is
149 coho to date compared to the 1970~
79 average of 710.

Table 2.—Terminal Gilinet Coho Harvests Through
July 4, 1980 (Week 27) by District

1980 1970-79 Average

Dists
No.andname  Week 27 Cumula- Week 27 Cumuia-
tive tive

1 Tree Pt 1,197 2,705 1,223 2,615
6 Prince of Wales. 329 748 950 1,694
8 Stikine. 13 17 160 228
11 Taku-
Snettisham........ g2 149 472 710
15 Lyna Canal..... O 14 147
1Closed during week 27.

In the sport fishery in the Juneau area,
the 1980 coho catch of 1.2 fish per 100
angler hours is 50 percent of the 1970-79
average. The sport fishery around
Ketchikan is the only area to date with
above average coho catches.

The seine fishery off Noyes Island, an
outside coastal net fishery, is currently
164 coho per boat compared to the 1970-
79 average of 138 fish. However, effort in
the seine fishery is at record high levels.

Although early coho catches from the
various fisheries cannot be used with
precision to predict the ultimate size, it
appears evident, at this time, that the
run is neither larger than average nor
has it yet moved into the inshore fishing
districts.

The Regional Director finds, on the
basis of the preceding considerations,
that adequate protection of the resource
makes public comment prior to issuance
of this Field Order impracticable and
contrary to the public interest, and that
there is good cause for waiving the
normal 30-day waiting period before it
takes effect. However, public comments
on the necessity for, and extent of, this
closure will be received by the Regional
Director for a period of 60 days after the
effective date of the Field Order.
(Address: Director, Alaska Region,
National Marine Fisheries Service, P.O.
Box 1668, Juneau, Alaska 99802). During
this 60-day period, the data and
information on which this decision is
based will be available for inspection
during business hours at the NMFS,
Alaska Regional Office, Federal
Building, Room 453, 709 West 8th Street,
Juneau, Alaska.

If comments are received during the
60-day period the Regional Director
shall, if appropriate, reconsider the
necessity for the closure and, as soon as

practicable after that reconsideration,
publish in the Federal Register either:

{A) a notice of continued effectiveness
of this closure; or

(B) a notice to modify or rescind the
closure.

An environmental impact statement
was prepared for the FMP and is on file
with the Environmental Protection
Agency.

Signed in Washington, D.C. this 11th day of
July, 1980. {16 U.S.C. 1801 e! seq.)

Winfred H. Meibohm,

Executive Director, National Morine
Fisheries Service.

In accordance with 50 CFR 674.22, 50
CFR 674.23(a)(2) is amended to read as

follows:
§674.23 Time and area limitations.
(a* * *

(2) East Area. (i) Commercial fishing
for chinook, chum, sockeye, and pink
salmon in the East Area is permitted
from April 15 to 12:00 midnight Pacific
Daylight Time (PDT) July 14, and from
12:00 midnight (PDT) July 24 to October
31 only.

(ii) Commercial fishing for coho
salmon in the East Area is permitted
from June 15 to 12:00 midnight (PDT) July
14 and from 12:01 a.m. (PDT) July 25 to
12:00 midnight-(PDT) September 30 only.
(FR Doc. 3021224 Filed 7-15-20; 835 am}

BILLING CODE 3510-22-M
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Proposed Rules

' Federal Register

Vol. 45, No. 138
Wednesday, July 18, 1980

This section of the FEDERAL REGISTER
contains notices to the public of the
proposed Issuance of rules and
regulations. The purpose of these notices
is to give interested persons an
opportunity to participate in the rule
making prior to the adoption of the final
rules. .

DEPARTMENT OF AGRICULTURE

Agricultural Marketing Service
7 CFR Part 958

Onions Grown in Certain Designated
Counties in Idaho and Malheur County,
Oreg.; Proposed Handling Regulation
AGENCY: Agricultural Marketing Service,
USDA.

ACTION: Proposed rule.

SUMMARY: This proposed regulation
would require fresh market shipments of
onions grown in certain designated

counties in Idaho and Malheur County, ~

‘Oregon, to be inspected and meet -
minimum quality and size requirements.
The regulation should promote orderly
marketing of such onibns and keep less
desirable qualities and sizes from being
shipped to consumers.

DATE: Comments due July 31, 1980.
ADDRESSES: Comments should be sent
to: Hearing Clerk, Room 1077-5, U.S.
Department of Agriculture, Washington,
D.C. 20250. Two copies of all written
comments shall be submitted, and they
will be made available for public
inspection at the Office of the Hearing
Clerk during regular business hours.
FOR FURTHER INFORMATION CONTACT:
Charles W. Porter, Chief, Vegetable
Branch, Fruit and Vegetable Division,
AMS, U.S. Department of Agriculture,
Washington, D.C. 20250, (202) 447-2615.
The Draft Impact Analysis describing

. the options considered in developing
this proposed rule and the impact of
implementing each option is available
on request from the above named
individual.

SUPPLEMENTARY INFORMATION: This
proposed action has been reviewed
under USDA procedures established in
Secretary's Memorandum 1955 to
implement Executive Order 12044, and
has been classified “not significant.”

Marketing Agreement No. 130 and

Order No. 958, both as amended (7 CFR-
Part 958), regulate the handling of onions
grown in certain designated counties in

Idaho and Malkeur County, Oregon. It is
effective under the Agricultural
Marketing Agreement Act of 1937, as
amended (7 U.S.C. 601-674). The Idaho-
Eastern Oregon Onion Committee,
established under the order; is
responsible for its local administration.

This notice is based uponr unanimous
recommendations made by the
committee at its public meeting in
Ontario, Oregon, on june 19, 1980: The
recommendations of the committee.
reflect its ‘appraisal of the composition
of the 1980 crop of Idaho-Eastern
Oregon onions and the marketing
prospects for this'season and are
consistent witlr the-marketing policy it
adopted..Harvesting:of onions is
expected to beginrabout August 1.

The:grade,.size pack, maturing and
inspection requirements proposed herein
are necessary to prevent onions of low
quality or less desirable sizes from being
distributed in fresh.market channels.
They would also provide consumers
with good quality onions consistent with
the overall quality-of.the crop, and
maximize returns to.producers for the
preferred quality and sizes.

Exceptions are proposed to certain of
these requirements to recognize special
situations in which such requirements
would be inappropriate or unreasonable.
Shipments would be allowed to certain
special purpose outlets without regard
to the grade, size, maturity, pack and
inspection requirements, provided that
safeguards were met to prevent such
onions from reaching unauthorized
outlets,

Special purpose shipments would be
allowed for planting, livestock feed,
charity, dehydration, extraction and
pickling since such shipments would not
normally enter the commercial fresh
market channels and no useful purpose
would be served by regulating such
shipments. Onions for canning and
freezing are exempt under the legislative
authority for this part.

To maximize the benefits of orderly
marketing the proposed regulation
should become effective on August 1,
when the marketing season is expected
to begin. Interested persons were given
an opportunity to comment on the
proposal at an open public meeting on
June 19, where it was unanimously
recommended by the committee. This
proposal is similar to regulations in
effect for past seasons. It is hereby
determined that the period allowed for

comments should be sufficient under
these circumstances and will tend to
effectuate the declared palicy of the act.

It is proposed that § 958.324 (44 FR
44470, July 30, 1979) be deleted and a
new § 958.325 be added as follows:

§ 958.325 Handling regulation,

During the period August 1, 1980,
through April 30, 1981, no person may
handle any lot of onions, except braided
red onions, unless such oniong are at
least “moderately cured,” as defined in

- paragraph (f) of this section, and meet

the requirements of paragraphs (a) and
(b) of this section, or unless such oniong
are handled in accordance with
paragraphs (c) and (d) or (e) of this
section.. ‘

{a) Grade and size requirements.

(1) White varieties. Shall be either:

(i) U. S. No: 2, 1 inch minimum to 2
inches maximum diameter;.or

(ii} U. S. No. 2, if not more than 30
percent of the lot is comprised of onions
of U. 8. No. 1 quality, and at least 1%
inches minimunt diameter; or

{iii) U. S. No. 1,.at least 1%z inches
minimum diameter. However, none of
these three categories of dnions may ber
commingled in the same bag or ather
container:

(2) Red varieties. U. S. No. 2 or better-
grade, at least 1% inches minimunm
diameter.

(3) All other varieties. Shall be either:

(i)Y U. S. No. 2 grade, at least 3 inches
minimum diameter, if not more than 30’
percent of the lot is comprised of onions
of U. S. No. 1 quality; or

(ii) U. S. No. 1, 1% inches minimum to
2% inches maximum diameter; or

{iii) U. S. No. 1, at least 2% inches
minimum diameter. However, none of
these three categories of onions may be
commingled in the same bag or other
container.

{b) Inspection.

No handler may handle any onions
regulated hereunder unless sush-oniony
are inspected by the Federal-State
Inspection Service and are covered by a
valid applicable ingpection certificate,
except when relieved of such
requirement pursuant to paragraphs {(c)

" or (e) of this section.

(¢} Special purpose shipments.

The minimum grade, size, maturity
and-inspection requirements of this
section shall not be applicable to
shipments of onions for any of the
following purposes:
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(1) planting; (2} livestock feed; (3)
charity; (4) deliydration; (5) canning; (8)
freezing; {7} extraction; and (8) pickling.

(d) Safeguards.

Each handler making shipments of
onions for dehydration, canning,
freezing, extraction or pickling pursuant
to paragraph (c) of this section shall:

(1) First apply te the committee for

_and obtain a Certificate of Privilege to
make such shipments;

(2) Prepare, on ferms furnished by the
committee, a report in quadruplicate on
each individual shipment to such outlets
authorized in paragraph (c} of this
section;

(3) Bill or consign each shipment
directly to the applicable processor; and

(4) Forward one copy of such report to
the committee offiece and two copies to

. the processor for signing and returning
one copy to the committee office. Failure
of the handler or processor to report
such shipments by promptly signing and
returning the applicable report to the
committee office may be cause for
cancellation of such handler’s
Certificate of Privilege and/or the
processor’s eligibility to receive further
shipments pursuant to such Certificate
of Privilege. Upon cancellation of any
such Certificate of Privilege the handler
may appeal to the committee for
reconsideration.

(e) Minimum quantity exemption.

Each handler may ship up to, but not
to exceed, one ton of onions each day
without regard to the inspection and
assessment requirements of this part, if
such onions meet minimum grade, size
and maturity requirements of this
section. This exception shall not apply
to any portion of a shipment that
exceeds one ton of onions.

(f) Definitions.

The terms “U. S. No. 1" and *U. S. No.
2" have the same meaning as defined in
the United States Standards for Grades
of Onions {Other Than Bermuda-
Granex-Grano and Creole Types), as
amended {7 CFR 2851.2830-2851.2854), or
the United States Standards for Grades
of Bermuda-Grarex-Grano Type Onions
(7 CFR 2851.3195-2851.3209), whichever
is applicable to the particular variety, or
variations thereof specified in this
section. The term “braided red ouions"
means onions of red varieties with tops
braided (interlaced). The term
“moderately cured” means the onions
are mature and are more nearly well
cured than fairly well cured. Other
terms used in this section have the same
meaning as when used in Marketing
Agreement No. 130 and this part.

(g) Applicability to imports. Pursuant
to § 8e of the act and § 980.117 “Import
regulations; onions” (43 FR 5499); onions
imported during the effective period of

this section shall meet the grade, size,

quality and maturity requirements

specified in the introductory paragraph

and paragraph (a) of this section.
Dated: July 11, 1980,

D. S. Kuryloski,

Deputy Director, Fruit and Vegelable

Division, Agricullural Marketing Service.

[FR Doc. 80-21199 Filed 7-15-8 45 am]

BILLING CODE 3416-02-M

7 CFR Part 967
Celery Grown in Florida; Proposed

. Handling Regulation

AGENCY: Agricultural Markeling Service,
USDA.

ACTION: Proposed rule.

SUMMARY: This proposed regulation
would establish the quantity of Florida
celery to be marketed fresh during the
1980-81 season, with the objective of
assuring adequate supplies and orderly
marketing.

DATE: Comments due July 31, 1980.
ADDRESSES: Comments should be sent
to: Hearing Clerk, Room 1077-S, U.S.
Department of Agriculture, Washington,
D.C. 20250. Two copies of all written
comments shall be submitted, and they
will be made available for public
inspection at the office of the Hearing
Clerk during regular business hours.

FOR FURTHER INFORMATION CONTACT:
Charles W. Porter, Chief, Vegetable
Branch, F&V, AMS, USDA, Washington,
D.C. 20250 (202) 447-2615. The Impact
Analysis describing the options
considered in developing this proposed
rule and the impact of implementing
each option is available on request from
Mr. Porter.

SUPPLEMENTARY INFORMATION: This
proposed action has been reviewed
under USDA procedures established in
Secretary's Memorandum 1955 to
implement Executive Order 12044, and
has been classified “not significant.”

Marketing Agreement No. 149 and
Order No. 967, both as amended (7 CFR
967 regulate the handling of celery
grown in Florida. It is effective under the
Agricultural Marketing Agreement Act
of 1937, as amended (7 U.S.C. 601-674).
The Florida Celery Committee,
established under the order, is
responsible for local administration.

This notice is based upon the
unanimous recommendations made by
the committee at its public meeting in
Orlando on June 11.

The committee recommended a
Marketable Quantity of approximately
8.6 million crates of fresh celery for the
1980-81 season. This recommendation is

based on the appraisal of the expected
supply and prospective market demand.

The recommended Marketable
Quantity is 10 percent more than the
approximately 7.8 million crates
expecled to be marketed fresh during
the current season ending July 31, 1980.
Each producer registered pursuant to
§ 967.37(f) would have an allotment
equal to 100 percent of his historical
marketings. This recommendation
provides the industry an opportunity to
{1) produce to its fullest capacity for the
benefit of the consumer, and (2)
determine its actual or potential
maximum production capacity.

As required by § 967.37(d](1} a reserve
of six percent of the 1979-80 total Base
Quantities is authorized for new
producers and for increases by existing
producers, with 277,700 crates to be
allotted to each category. One producer
submitted an application for 30,000
crates additional Base Quantity for use
during the upcoming season, and it was
approved. :

To maximize the benefits of orderly
marketing the proposed regulation
should become effective as early as
possible in August, when the marketing
year begins. Interested persons were
given an opportunity to comment on the
proposal at an open poblic meeting on
June 11, where it was unanimously
recommended by the committee. This
proposal is similar to regulations in
effect for past seasons. It is hereby
determined that the period allowed for
comments should be sufficient under
these circumstances and will effecutate
the declared policy of the act.

On the basis of all considerations it is
further determined that this proposed
regulation would tend to effectuate the
declared policy of the act.

The proposal is as follows:

§967.316 Handling Regulation;
Marketable Quantity; and Uniform
Percentage for the 1980-81 Season
beginning August 1, 1980.

(a) The Marketable Quantity
established under § 967.36(a) is 8,601,309
crates of celery.

(b) As provided in § 967.38{a), the
Uniform Percentage shall be 100 percent.

(c) Pursuant to § 967.36{(b}, no handler
shall handle any harvested celery unless
it is within the Marketable Allotment of
a producer who has a Base Quantity and
such producer authorizes the first
handler thereof to handle it.

{d) As required by § 967.37(d}{1) a
reserve of six percent of the total Base
Quantities is hereby authorized for (1)
new producers and (2} increases for
existing Base Quantity holders, with
277,700 crates allotted to each category.
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(€) Terms used herein shall have the
same meaning as when used in the said
marketing agreement and order.

Dated: July 11, 1980,
D. S. Kuryloski,
Deputy Director, Fruit and Vegetable
Division, Agricultural Marketing Service.
|FR Doc. 80-21200 Filed 7~15-80; 8:45 am)
BILLING CODE 3410-02-M

—— —

NATIONAL CREDIT UNION
ADMINISTRATION

12 CFR Chapter Vil

Executive Order No. 12044: lniproving ’
Government Regulations; Semi-Annual
Agenda of Regulations

AGENCY: National Credit Union ~
Administration.

ACTION: Publication of Semi-Annual
Agenda of Regulations.

SUMMARY: Pursuant to Executive Order
No. 12044: Improving Government
Regulations, NCUA is publishing a list
of regulations under consideration by
NCUA as of June 30,1980,

PATE: Effective June 30, 1980.

ADDRESS: National Credit Union
Administration, 1776 G Street, NW,
Washington, DC 20456.

FOR FURTHER INFORMATION CONTACT:

{a) On the Executive Order or the
Agenda, Robert Monheit, Senior
Attorney/Regulatory Development
Coordinator, Office of General Counsel,
National Credit Union Administration at
the above address. Telephone: (202) 357-
1030. (b) On a particular regulation,
contact the person named in the listing
for that regulation at the above address.

SUPPLEMENTARY INFORMATION: On
March 23, 1978, Executive Order No.
12044 was issued, directing each
executive agency to publish a report on
procedures to improve government
regulations. The Executive Order also
directed each agency to publish, twice a
year, a list of significant regulations
being considered, along with a
description of the regulation, its need
and legal basis, its status, the name and
telephone number of an agency official
familiar with the regulation and whether
a regulatory analysis is required for that
regulation. On May 31, 1978, NCUA
published its draft report for public
comment (43 FR 23688); NCUA'’s final

“report was published on March 23, 1979
(44 FR 17954).

The first Semi-Annual Agenda was
published on December 15, 1978 (43 FR
58654). Twelve regulations were listed
as being under development (from the
stage of preliminary review through the

issuance of a final regulation). In
addition, the first Agenda listed twenty
existing regulations to be reviewed in
the future, set forth a brief description of
the aim of the review, and gave the
name of an agéncy official to contact for
further information.

The second Semi-Annual Agenda was
published on July 2, 1979 (44 FR 38560).
Nineteen regulations were listed as
being under development. (Those
regulations listed in the first Agenda as
having been issued in final form were
not listed in the second Agenda.) The
list of existing regulations to be
reviewed was divided into two
categories. The first (“Regulations
Reviewed”) contained a list of nine
regulations where substantial progress
had been made in the review process
(from preliminary review through the
issuance of a final, revised, regulation).
The second group (“Regulations to be
Reviewed") listed eleven regulatlons yet
to be reviewed. .

The third Semi-Annual Agenda was

- published on December 19, 1979.

Seventeen regulations were listed as
being under development; four
regulations were listed ag being under
active review; and eleven regulations
were listed as to be reviewed in the
future.

. In this Agenda, the categones
(“Regulations Under Development”,
“Regulations Reviewed", and
“Regulations to be Reviewed") are
continued. In addition, target dates have
been established for the completion of a
“preliminary review membo” (setting
forth the need for the regulations and
alternatives to be considered) for each
regulation to be reviewed in the first
three year cycle under NCUA’s “Final-
Report”, Those regulations listed in the
third Agenda as having been issued in
final have not been included.

Agenda: Regﬁlations Under
Development

1. a. Part 711, Management Interlocks,
to regulate the practice of management
officials of credit unions serving as
management officials of other
depository institutions.

b. Need and Legal Basis: "Deposxtory
Institutions Management Interlocks
Act,” Title II, Pub. L. 95-630.

c. Status: Amendments issued in final

- April 9, 1980 (45 FR 24384}, effective

May 9, 1980.

d. For Further Information Contact:
Ross P. Kendall, Attorney-Advisor,
Office of General Counsel, telephone'
(20)2 357-1030.

2. a. NCUA Restructurmg to revise
NCUA'’s internal procedures and NCUA
regulations in light of the creation of a

three person Board to manage the
agency.

b. Need and Legal Basis: Title V, Pub.
L. 95-630, and 5§ U.S.C. 552b.

c. Status: Part 720, Subpart C—Public
Observation of Board Meetings Under 5
U.S.C. 552b, issued in final March 19,
1980 (45 FR 17565), effective April 18,
1980; Part 722—Rules of Board ¢
Procedure, issued in final March 19, 1980
(45 FR 17568), effective April 18, 1980,

d. For Further Information Contdact:
Robert S. Monheit, Senior Attorney, and
Beatrix D. Fields, Attorney-Advisor,
Office of General Counsel, telephone:
(202) 357-1030.

3. a.§ 701.21-6A Agency Relationship

“with Approved Morlgage Lender, to

permit Federal credit unions to act as
agents for approved mortgage lenders,

b. Need: To provide mortgage loans to
members of those Federal credit unions
that are unable to otherwise provide
such loans,

Legal Basis: 12 U.8.C. 1767(5)(A) and
(15); 12 U.S.C. 1768.

c. Status: Proposed regulation Issued:
August 30, 1979 (44 FR 50850); comment
penod closed November 7, 1979. Under
review by staff.

.d. For Further Information Contact:
Robert M. Fenner, Assistant General
Counsel or John L. Culhane, Jr,,
Attorney-Advisor, Office of General
Counsel, telephone: (202) 357-1030.

4. a. § 701:1 Organizing a Federal
Credit Union, setting forth the
requirements for chartering a Federal
credit union.

b. Need: To review, update, and
revise NCUA's chartering policies and
practices.

Legal Basis: 12 U.S.C. 1753, 1754, 1758,
1759, 1766 and 1789.

c¢. Status: Proposed regulation issued
July 26, 1979 (44 FR 43737); comment
period closed October 1, 1978; final
regulation issued Feb. 7, 1980 (45 FR

-8280), effective March 8, 1980.

d. For Further Information Contact:
Jon W. Lander, Chief, Chartering
Section, Office of Examination and
Insurance, telephone: (202) 357-1055.

5. a. Part 708 Mergers of Credit
Unions, amendment relieving certain
restrictions on the process of mergers of
credit unions.

b. Need: To provide for a more
democratic process by eliminating the
requirement that at least 20% of the total
membership participate in the merger
vote; and to permit the NCUA Board to
approve a merger as an alternative to
liquidation due to insolvency, without
membership approval.

Legal Basis: 12 U.S.C. 1766 and 1789.

¢. Status: Proposed regulation issued
October 24, 1979 (44 FR 61189); comment
period closed November 26, 1979, Final .
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regulation issued Dec. 12, 1979 (44 FR
71816), effective Dec. 12, 1979,

d. For Further Information Contact:
James J. Engel, Assistant General
Counsel, Office of General Counsel,
telephone: (202} 357-1030.

6. a. § 725.7 Special Share Accounts
of Agent Members, allowing the agent
members of the NCUA Central Liquidity
Facility to require their natural person
credit union members to maintain
special share accounts to cover CLF
stock subscription without substantially
adversely affecting their other financial
activities.

¢. Status: Proposed rule issued Jan. 30,
1980, (45 FR 6795); comment period
closed March 30, 1980. Final rule
drafted, and approved by NCUA Board
July 2, 1980.

d. For Further Information Contact:
Mike Fischer, Chief Accountant, Office
of Examination and Insurance,
telephone: {202) 857-1055; or David L. «
Moore, Staff Attorney, Office of General
Counsel, telephone: (202) 357-1030.

7. a. § 700.1 Definition of Risk Assets
and Gross Income, amendment
excluding from the definition of “risk
asset” any investment in the shares of
the NCUA Central Liquidity Facility,
and excluding from the definition of
“gross income” dividends received on
shares of the NCUA Central Liquidity
Facility, and interest received on CLF
loans up to the amount of interest paid
by Agent members on loans from the
facility.

b. Need: To relieve unnecessary
restrictions and thereby reduce the
reserve requirements of Agent members
of the NCUA Central Liquidity Facility.

Legal Basis: 12 U.5.C. 1766, 1789, and
1795f (2).

c. Status: Proposed rule issued Jan. 30,
1980 {45 FR 6795); comment period
closed March 30, 1980. Final rule
drafted, and approved by NCUA Board
July 2, 1980.

d. For Further Information-Contact:
Mike Fischer, Chief Accountant, Office
of Examination and Insurance,
telephone: {202) 357-1055; or David L.
Moore, Staff Attorney, Office of General
Counsel, telephone: (202) 357-1030.

8. a. §§ 701.21-1, 701.21-3, and
701.21-6 Loan Interest Rate
Amendments, to establish procedures
for Federal credit unions to increase
loan rates to 15% APR, and to change
existing regulations to reflect “finance
charges” rather than “service charges.”

b. Need: To implement amendments
to the Federal Credit Union Act; to
provide relief to Federal credit unions
whose lending programs are restricted
by present economic conditions; and to
simplify by eliminating the need for
calculating both service charges (for the

Federal Credit Union Act} and finance
charges (for the Truth In Lending Act).

Legal Basis: Pub. L. 96-221; 12 U.S.C.
§§ 1766 and 1789.

¢. Status: Proposed rule issued March
12, 1980 (45 FR 15939), comment period
closed March 31, 1980. Final rule issued
April 4, 1980 (45 FR 22888), effeclive
March'31, 1980.

d. For Further Information Contact:
Robert M. Fenner, Assistant General
Counsel, Office of General Counsel,
telephone: (202} 357-1030.

9. a. § 701.35(g) (2) and (), 12% Ceiling
on Variable Rate Share Certlificates,
limiting the rate of return on share
certificates. .

b. Need: To protect the financial
stability of Federal credit unions during
a period of very high interest rates and
to permit an orderly adjustment of credit
union portfolios to this new higher rate
environment,

Legal Basis: 12U.5.C. 1766 and 1788.

¢. Status: Final rule issued Feb. 29,
1980 (45 FR 13437), effective Feb. 28,
1980.

d. For Further Information Conlact:
Todd A. Okun, Senior Attorney, Office
of General Counsel, telephone: (202)
357-1030.

10. a. § 701.35(g) (2), (3), and {5),
Ceilings for Share Certificates Based On
2% Year U.S. Treasury Securities and 26
Week U.S. Treasury Bills.

b. Need: To adjust dividend rate
ceilings permitting Federal credit unions
to pay a competitive market rate of
return on share certificates.

Legal Basis: 12 U.S.C. 1766 and 1788.

c. Status: Final rule issued June 10,
1980 (45 FR 39241), effective June 2, 1980.

d. For Further Information Contact:
Todd A. Okun, Senior Attorney, Office
of General Counsel, telephone: (202}
357-1030.

11. a. § 701.35(c)(8)(ii), Payment of
Dividends on Renewed Share
Certificates, permitting the withdrawal
without penalty of dividends earned
during the previous qualifying period.

b. Need: To permit greater flexibility
in designing certificate account
programs, to benefit consumers, and to
avoid placing Federal credit unions at a
compelitive disadvantage with financial
institutions subject to a similar rule
issued by the Depository Institutions
Deregulation Committee.

Legal Basis: 12 U.S.C. 1757, 1766, and
1789.

c. Status: Final rule issued May 23,
1980 (45 FR 34870), effective May 21,
1980.

d. For Further Information Conlac!:
Todd A. Okun, Senior Attorney, Office
of General Counsel, telephone: (202)
357-1030.

g

12. a. § 701.35(c)(2)(ii), Grace Periods
on 26 Week, $10,000 Minimum Share
Certificates, permitting the payment of
dividends up to seven days after
malturity.

b. Need: To permit Federal credit
unions to use grace periods on this type
of account.

Legal Basis: 12 U.5.C. 1757, 1766, and
1789.

c. Status: Final rule issued May 23,
1980 (45 FR 34889), effective May 21,
1980.

d. For Further Information Contact:
Todd A. Okun, Senior Attorney, Office
of General Counsel, telephone: (202)
357-1030.

13. a. § 701.35(c)(2)(ii), Grace Periods
for All Share Certificates, limiting grace
periods uniformly to seven days after
maturity. ’

b. Need: To establish uniformity and
to facilitate equitable administration of
rate regulations for all financial
institutions.

Legal Basis: 12 'U.S.C. 1757, 1766, and
1789.

c. Status: Proposed rule issued June
10, 1980 (45 FR 39279), comment period
closes July 23, 1980.

d. For Further Information Contact:
Todd A. Okun, Senior Attorney, Office
of General Counsel, telephone: (202)
357-1030.

14. a. Part 745, Clarification and
Definition of Account Insurance
Coverage, increasing the amount of
insurance from $40,000 to $100,000 per
persom

b. Need: To protect savers, promote
the financial stability of federally
insured credit unions, and to implement
recent amendments to the Federal
Credit Union Act.

Legal Basis: § 308(c) of Pub. L. 96-221;
12 U.S.C. 1766 and 1789.

¢. Status: Final rule issued May 28,
1980 (45 FR 35802), effective March 31,
1980.

d. For Further Information Contact:
Todd A. Okun, Senior Attorney, or
Frederick S. Lipton, Staff Attorney,
Office of General Counsel, telephone:
(202) 357-1030.

15. a. § 701.38, Borrowed Funds From
Natural Persons, amendment repealing
limitation on borrowing from natural
persons who are not members of the
Federal credit union.

b. Need: To comply with the court
order ruling that NCUA could regulate
Federal credit union borrowing but
could not limit the source of borrowed
funds.

Legal Basis: 12 U.S.C. 1757, 1766, and
1789.

c. Status: Final rule issued May 2, 1980
(45 FR 29270), effective May 2, 1980.
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d. For Further Information Contact:
James J. Engel, Assistant General
Counsel, Office of General Counsel,
Telphone: (202) 357-1030.

16. a. Part 705, Community
Development Credit Union Program,
setting forth the purpose and
requirements of a special program to
provide technical and financial
assistance to selected credit unions
enabling them to deliver improved
services to, and aid in, the revitalization
and economic development of their
communities.

b. Need: To implement a revolving
capitalization fund and to provide
training and technical assistance to
make the selected credit unions a
growing force for community
betterment.

Legal Basis: 12 U.8.C. 1745, 1758, 1759;
and 1766(f); Section 161(g), Pub. L. 96~
123, 42 U.S.C. 2981 and 2985(e).

c. Status: Final rule issued March 10,
1980 (45 FR 15171); applications received
through June 6, 1980.

d. For Further Information Contact:
Wilmer Theard, Director, Division of
Communicty Development, Office of
Examination and Insurance, telephone:
(202) 357-1065.

17. a. §§ 701.37-1 and 701.37-2,
Federal Credit Unions Acting as
Depositories and Financial Agents of the
Government, setting forth the authority
of Federal credit unions to maintain
certain accounts specified by the U.S.
Treasury.

b. Need: To clanfy the authority of
Federal credit unions.

Legal Basis: 12 U.8.C. 1757(15), 1766,
1767, 1787(c)(2), 1789, and 1798.

c. Status: Final rule issued June 23,
1980 (45 FR 41903), effective June 11,
1980.

d. For Further Information Contact:
Layne L. Bumgardner, Chief, Credit
Union Operations Section, Office of
Examination and Insurance, telephone:
(202) 357-1085.

18. a. § 701.21-1(d), Deregulation of
Loan Interest Rate Classifications, to
permit Federal credit unions to vary
rates of interest on loans according to
reasonable classifications established
by their boards of directors. ~

b. Need: To permit greater flexibility
in establishing loan interest rates so as
to reduce costs and increase the ability
of the board of directors to manage the
credit union’s loan portfolio.

Legal Basis: 12 U.S.C. 1757, 17686, and
1789.

c. Status: Proposed rule issued April
17, 1980 (45 FR 26073); comment period
closed June 16, 1980.

d. For Further Information Con tact:
Thomas C. Buckman, Staff Accountant

(Analyst), Office of Examination and
Insurance, telephone: (202) 357-1065.

18. a, Premiums, Finders Fees and the
Payment of Dividends in Merchandise,
advance notice of proposed rulemaking
soliciting comments on proposals to
prohibit or limit the use of the practices
by Federal credit unions.

b. Need: To prohibit practices which
may result in returns on savings in
excess of rate limitations; to enable
consumers to better compare rate of
return on savings; and to determine
whether NCUA should adopt a rule
proposed by the Depository Institutions
Deregulation Committee. ‘

- Legal Basis: 12 U.S.C. 1766 and 1789.

c. Status: Advance notice of proposed
rulemaking issues May 27, 1980 (45 FR
35346); comment period extended to July
16, 1980 (45 FR 41438).

d. For Further Information Contact:
James J. Engel, Assistant General
Counsel, or Todd A. Okun, Senior
Attorney, Office of General Counsel,
telephone: (202) 357-1030.

20. a. §§ 701.34 and 701.35, Share,
Share Draft, and Share Certificate
Accounts; Part 761, Share Draft
Programs for Federally Insured State
Chartered Credit Unions, setting forth
the requirements for the establishment
and maintenance of share draft
accounts. )

b. Need: To relieve unnecessary
requirements and to update essential
requirements for the operation of share
draft programs.

Legal Basis: 12 U.8.C. 1766, 1785, and
1789.

. ¢. Status: Proposed rule drafted, to be
presented to NCUA Board on July 10,
1980. .

d. For Further Information Contact:
Todd A. Okun, Senior Attorney, Office
of General Counsel, telephone: (202)
357-1030, or Layne Bumgardner, Office
of Examination and Insurance,
telephone: (202) 357-1065.

21. a. Delinquent Consumer
Installment Loan Classification Palzcy,
advance notice of proposed rulemaking
concerning whether NCUA should adopt
a policy (for classifying delinquent loans
as losses) that is uniform with the
policies of the other Federal financial
institution regulatory agencies, or adopt
a different set of standards.

b. Need: To clearly define the policy
to be used by NCUA in determining
whether certain delinquent loans should
be considered to be losses.

Legal Basis: 12 U.S.C. 1766 and 1789.

c. Status: Advance notice of proposed
rulemaking issued March 28, 1980 {45 FR
20497), comment period closed May 30,
1980.

d. For Further Information Contact:
Thomas A. Straslicka, Chief,

Examination Section, Office of
Examination and Insurance, telephone:
(202) 357-1065.

22. a. § 701.35(d)(2), Withdrawals
From Share Certificate Accounts,
providing a minimum required penalty
for withdrawals prior to maturity.

b. Need: To simplify existing rule on
early withdrawals, to promote stability
in Federal credit unions by deterring
early withdrawals, and to establish
uniform rules for financial institutions.

Legal Basis: 12 U.S.C. 1766 and 1789,

¢. Status: Proposed rule issued June
25, 1980 (45 FR 42628); comment period
closes August 18, 1980,

d. For Further Information Contact:
Todd A. Okun, Senior Attorney, Office
of General Counsel, telephone (202) 367=
1030.

Review of Regulations

The following is a list of regulations to
be reviewed in the future. The purpose
of the review will be to update, clarify,
and simplify existing regulations, and to
eliminate redundant and unnecessary
provisions. These regulations are
divided into two groups. The first
grouping contains those regulations in
which substantial progress has been
made (since the last publication of the
Agenda) and includes a statement
concerning the status of the review. The
second grouping contains those
regulations yet to be reviewed. As a
new feature for this Semi-Annual
Agenda, each regulation’listed in the
second grouping contains a target date
for the submission of a “preliminary

* review memo” by the staff to the NCUA

Board. This memo will set forth the need
for the regulation, any needed changes,
and the alternatives to be considered.

A. Regulations Reviewed

1. a. § 701.1 Organizing a Federal
Credit Union, review to update and
revise NCUA's chartering policies and
practices.

b. Status: Final regulation issued, sae:
Regulations Under Development No. 4
(above).

c. For Further Informatlon Contact:
Jon W. Lander, Office of Examination
and Insurance, telephone: (202) 357~
1055.

2. a. § 701.21-1(d), Loan Interest Rate
Classification, review to deregulate and
to permit Federal credit unions to
establish their own classifications.

b. Status: Proposed regulation issued,
see: Regulations Under Development,
No. 18 (above).

c. For Further Information Contact:
Thomas C. Buckman, Office of
Examination and Insurance, telephone:
(202) 357-1085.



Federal Register / Vol. 45, No. 138 / Wednesday, July 16, 1980 / Proposed Rules

47697

3. a. § 701.34, Share Drafts, review to
relieve unnecessary requirements and
update essential requirements.

b. Status: Proposed amendments
drafted, see: Regulations Under
Development, No. 20 (above).

¢. For Further Information Contact:
Todd A. Okun, Senior Attorney, Office
of General Counsel, telephone: {202)
357-1030, or Layne Bumgardner, Chief,
Credit Union Operations Section, Office
of Examination and Insurance,
telephone: (202) 357-1065.

B. Regulations to Be Reviewed,

1. a. § 700.1, Definitions, review to
update and clarify.

b. Target Date: September 30, 1981.

c. For Further Information contact;
Layne Bumgardner, Office of
Examination and Insurance, telephone:
{202) 357-1065.

2. a. §§ 701.2 and 701.14, Incorporated
by Reference, to complete review of
these sections by reviewing the status of
the “Accounting Manual” and the
Federal Credit Union Bylaws.

b, Target Date: December 31, 1980.

c.For Further Information Contact:
On the “Accounting Manual”, Mike
Fischer, Office of Examination and
Insurance, telephone: (202} 357-1065; on
the “Bylaws”, Jon Lander, Office of
Examination and Insurance, telephone:
(202) 357-1060.

3. a. §8§ 701.3 and 701.4, Standard form
of Bylaws and Amendment of Bylaws, -
review to determine whether the
regulations on this subject are
necessary.

b. Target Date: September 30, 1981.

c. For Further Information Contact:
Jon Lander, Office of Examination and
Insurance, telephone: (202) 357-1060.

4, a. §8§ 701.5, Other Applications, and
§ 701.18, Petitions, review to consolidate
with other administrative rules.

b. Target Date: March 31, 1981.

¢. For Further Information Contact:
Robert S. Monbheit, Office of General
Counsel, telephone: (202) 357-1030.

5. a. §§ 701.11, and 701.13, Election
Report, and Financial and Statistical and
Other Reports, review to determine
whether the regulation is necessary to
require submission of needed reports.

- b. Target Date: March 31, 1981.

c. For Further Information Contact:
On the election report, Thomas
Straslicka, and on the financial and
statistical report, Mike Fischer, Office of
Examination and Insurance, telephone:
(202) 357~1065.

6. a. §§ 701.12, Supervisory Committee

- Audit, review to determine whether the
regulation on this subjett is necessary or
whether the subject might be covered in
a manual,

b. Target Date: June 30, 1981.

3

¢. For Further Information Contact:
Michael Fischer, Office Examination
and Insurance, telephone: (202) 357—
1085,

7. a. § 701.19, Retirement Benefits for
Employees of Federal Credit Unions,
review to update and revise if
necessary.

b. Target Dale: September 30, 1981.

c. For Further Information Confact:
Layne Bumgardner, Office of
Examination and Insurance, telephone:
(202) 357-1065.

8. a. §§ 701.20, Surety Bond and
Insurance coverage, review to update
and revise if necessary.

b. Target Date: December 31, 1980.

c. For Further Information Contact:
Thomas Straslicka, Office of
Examination and Insurance, telephone:
(202) 357-1065.

9. a. §§ 701.21-1 through 701.21-6,
Lending Regulations, review to update,
simplify, and revise if necessary.

b. Target Date: July 31, 1881.

c. For Further Information Conlact:
Thomas Buckman, Office of
Examination and Insurance, telephone:
{202) 357-1065, or John L. Culhane, Jr.,
Office of General Counsel, telephone:
(202) 357-1030.

10. a. § 701.21-7, Loan Parlicipations,
review to update and revise if
necessary.

b. Target Date: July 31, 1951,

c. For Further Information Contac!:
Thomas Buckman, Office of
Examination and Insurance, telephone:
(202) 357-1065.

11. a. §§ 701.22 and 701.23, Selling and
Cashing Checks and Money Orders,
review to determine whether the
regulations are necessary or whether the
subject may be covered in a manual.

b. Target Date: Seplember 30, 1980.

c. For Further Information Contact:
Layne Bumgardner, Office of
Examination and Insurance, telephone:
(202) 357-1065.

12. a. § 701.26, Credit Union Service
Center, review to update and revise if
necessary.

b. Target Date: November 30, 1980.

c. For Further Information Contact:
Layne Bumgardner, Office of
Examination and Insurance, telephone:
(202) 357-1065.

13. a. § 701.27-1, Purchase and Sale of
Accounting Services, review to update
and revise if necessary.

b. Target Date: November 30, 1980.

c. For Further Information Contact:
Layne Bumgardner, Office of
Examination and Insurance, telephone:
(202) 357-1065. :

14. a. § 701.28, Joint Operations,
review to update and revise if
necessary.

b. Target Date: November 30, 1980.

¢. For Further Information Contact:
Layne Bumgardner, Office of
Examination and Insurance, telephone:
(202) 357-1065.

15. a. § 701.32, Payment on Shares By
Public Units, review to update and
revise, and to determine whether subject
may be covered in a manual rather than
a regulation.

b. Target Date: August 31, 1981.

c. For Further Information Contact:
Thomas Buckman, Office of
Examination and Insurance, telephone:
(202) 357-1065.

16. a. § 701.35, Compensation of
Olficials, review to update and revise if
necessary.

b. Target Date: March 1, 1982.

c. For Further Information Contact:
Todd Okun, Office of General Counsel,
telephone: (20) 357-1030.

17. a. § 701.36, Federal Credit Union
Ownership of Fixed Assets, review to
update and revise if necessary

b. Target Date: Qctober 30, 1981.

c. For Further Information Contact:
Thomas Buckman, Office of
Examination and Insurance, telephone
(202) 357-1065.

18. a. Part 702, Reserves, review to
update and revise if necessary.

b. Target Date: June 30, 1981.

c. For Further Information Contact:
Randy Miller, Office of Policy Analysis,
telephone: (202) 357-1090.

19. a. Part 703, Investments and
Deposits, review to update and revise if
necessary. )

b. Target Date: November 30, 1980.

c. For Further Information Contact:
Robert Schafer, Oifice of Examination
and Insurance, telephone: {202} 357-
1065.

20. a. Parts 706 and 707, Conversion
from Federal to State Credit Union, and
Conversion from State to Federal Credit
Union, review to determine whether the
regulations on this subject are necessary
or whether the subject may be covered
in a manual.

b. Target Date: March 30, 1981.

¢. For Further Information Contact:
Jon Lander, Office of Examination and
Insurance, telephone: (202) 357~1060.

21. a. Parts 708 and 709, Mergers of
Credit Unions, Division of Assets,
Liabilities, and Capital, review to
determine whether regulations on these
subjects are necessary or whether they
may be covered in a manual.

b. Target Date: November 30, 1980.

c. For Further Information Contact:
Jon Lander, Office of Examination and
Insurance, telephone: (202) 357-1060.

22. a. Part 720, Description of Office,
Disclosure of Official Records, &
Availability of Information, and
Promulgation of Regulations, review to
update, simplify and revise if necessary.
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b. Target Date: March 30, 1981.

c. For Further Information Contact:
Robert Monheit, Office of Geperal
Counsel, telephone: (202} 357-1030.

23. a, Part 721, Incidental Powers,
review to update and revise if
necessary.

b. Target Date: December 31, 1980.

¢. For Further Information Contact:
Harry Blaisdell, Office of Consumer
Affairs, telephone: (202) 357-1080.

24. a. Part 735, Employee
Responsibility and Conduct, review to
update and revise.

b. Target Date: September 30, 1080.

c. For Further Information Contact:
James J. Engel, Office of General
Counsel, telephone: (202) 357-1030.

25, a. Part 740 Advertisement of
Insured Status, review to update,
simplify and revise if necessary.

b. Target Date: October 30, 1980.

* ¢. For Further Information Contact:
William Berens, Office of Examination
and Insurance, telephone: (202) 357-
1080,

28. a. Part 741, Requirements for
Insurance, review to update and revise
if necessary.

b. Target Date: September 30, 1980.
¢. For Further Information Contact:
William Berens, Office of Examination
and Insurance, telephone (202) 357- -

10860,

27. a. Part 745, Clarification and
Definition of Account Insurance
Coverage, review to update, simplify

and revise if necessary. .

b. Target Date: January 30, 1982.

c. For Further Information Contact:
James J. Engel, Office of General
Counsel, telephone: (202) 357-1030.

28, a. Part 746, Rebate Procedures for
Federally Insured Credit Unions, review
to update and revise if necessary.

b. Target Date: November 30, 1980.

c. For Further Information Contact: .
Phillip J. Daniels, Office of the
Comptroller, telephone: (202) 357-1025,

29. a. Part 748, Minimum Security
Devices and Procedures; § 701.30 Safe
Deposit Box Service, review to
consolidate, update and simplify.

b. Target Date: September 30, 1981.

c. For Further Information Contact: -

Thomas Straslicka, Office of
Examination and Insurance, telephone:
(202) 357-1065.

30. a. Part 749, Records Preservation
. Program, review to update and revise if
.hecessary.

b. Target Date: November 30, 1980.

c. For Further Information Contact:
Thomas Straslicka, Office of
Examination and Insurance, telephone:
(202) 357-1085.

31. a. Part 750—Tort Claims Agamst
the Government, review to update,
simplify and revise if necessary.

b. Target Date: December 31, 1980.
c. For Further Information Contact:
Jay C. Keithley, Office of General
Counsel, telephone: (202) 357-1030.
32. a. Part 760, Flood Insurance,
review to update and revise if
necessary.
. b. Target Date: December 31, 1980.
¢. For Further Information Contact:
Jobn L. Cuthane, Jr., Office of General
Counsel, telephone {202) 357--1030.
Rosemary Brady,
Secretary, National Credit Union
Administration Board.
July 10, 1980.
[FR Doc. 80-21116 Filed 7-15-80; 8:45 am]
BILLING CODE 7535-01-M

CIVIL AERONAUTICS BOARD
14 CFR Part 315

[Procedural Regulations Docket: 37970,
PDR-~71; Dated: July 11, 1980]

Information Submitted in Section 408
Applications

* AGENCY: Civil Aeronautics Board.

ACTION: Requests for comments on
interim rule.

SUMMARY: By an interim rule, adopted
April 2, 1980, the CAB set forth the
information that must be submitted with
a merger application. In this proceeding,
the CAB invites comments on the rule

" adopted, with a view to issuing a

revised rule later if necessary.

DATES: Comments by: September 15,
1980.

Comments and other relevant
information received after this date will
be considered by the Board only to the
extent practicable.

Requests to be put on the Service List
by: July 28, 1980

The Docket Section prepares the
Service List and sends it to each person
listed, who then serves his comments on

- others on the list.
.ADDRESSES: Twenty copies of comments

should be sent to Docket 37970, Civil
Aeronautics Board, 1825 Connecticut
Avenue, N.W., Washington, D.C. 20428.
Individuals may submit their views as
consumers without filing mulhple
copies. Copies may be examined in,
Room 711, Civil Aeronautics Board, 1825
Connecticut Avenue, N.-W., Washington,
D.C. as soon as they are received.

FOR FURTHER INFORMATION CONTACT:

" David E. Schaffer, Attorney-Advisor,

Office of the General Counsel, Civil
Aeronatics Board, 1825 Connecticut
Avenue, N.-W., Washington, D.C. 20428;
202-673-5442. N

SUPPLEMENTARY INFORMATION: By PR~
221, 45 FR 23646, April 8, 1980, the Board
adopted an interim rule governing the
information that must be submitted in
certain applications under section 408 of
the Act. The rule applies to any
proposed consolidation or acqmsntion of
control that is not exempt from section
408, and that directly or mdxrectly
involves either two U.S, air carriers or a
U.S. air carrier and a foreign air carrier,

As explained in PR-22, the short time
(6 months) now allowed the Board for
deciding merger cases required that
most of the necessary information be
submitted with the initial section 408
application rather than weeks laler in
response to evidence requests, as was
previously the practice. The interim rulo
was made immediately effective so that
a merger applicant would not be able to .
submit an application without the
required information while the
rulemaking was pending and thereby
undercut our efforts to comply with the
6-month deadline.

Although the rule continues in effect,
we consider it important to obtain the
vi