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§ 73.1a Notice o f  quaran tine.
* * * * *

(b) Notice is hereby given that cattle 
in certain portions of the State of Ne­
braska are affected with scabies, a con­
tagious infectious, and communicable 
disease; and, therefore, the following 
areas in such State are hereby quaran­
tined because of said disease:

(1) That portion of Garden County 
comprised of sec. 13, T. 17 N., R. 45 W., 
School District 43.

(2) That portion of Kearney County 
comprised of sec. 12, T. 7 N., R. 16 W. in 
Blaine Precinct.

* * * * *
(Secs. 4-7, 23 Stat. 32, as amended; secs. 1 
and 2, 32 Stat. 791-792, as amended; secs. 
1-4, 33 Stat. 1264, 1265, as amended; secs. 3 
and 11. 76 Stat. 130, 132; (21 U.S.C. 111-113, 
115, 117, 120, 121, 123-126; 134b, 134f) ; 37 FR 
28464, 28477; 38 FR 19141.)

* * * * *
Effective date. The foregoing amend­

ment shall become effective May 14,1976.
The amendment relieves restrictions 

no longer deemed necessary to prevént 
the spread of cattle scabies and should be 
made effective promptly in order to be 
of maximum benefit to affected persons. 
It does not appear that public partici­
pation in this rulemaking proceeding 
would make additional relevant informa­
tion available to the Department.

Accordingly, under the administrative 
procedure provisions in 5 U.S.C. 553, it is 
found upon good cause that notice and 
other public procedure with respect to 
the amendment are impracticable and 
unnecessary, and good cause is found 
for making the amendment effective less 
than 30 days after publication in the 
F ed e r a l  R e g is t e r .

Done at Washington, D.C., this 14th 
day of May 1976.

P ie r r e  A .  C h a l o u x ,
Acting Deputy Administrator, 

Veterinary Services.
[FR  Doc.76-14705 Filed 5-20-76;8:45 am]

Title 12— Banks and Banking
CHAPTER V— FEDERAL HOME LOAN 

BANK BOARD
SUBCHAPTER C— FEDERAL SAVINGS AND 

LOAN SYSTEM
[No. 76-353]

PART 545— OPERATIONS 
Amendment Relating to Mortgage-Futures 

Transactions
S u m m a r y

M a y  13,1976.
The following summary of the amend­

ment adopted by this Resolution is in­
cluded for the reader’s convenience and 
is subject to the full explanation in the 
preamble and to the specific provisions 
in the regulations.

X. PROPOSED REGULATIONS

A. Would authorize Fédérais to engage 
in transactions in the GNMA futures 
market operated by the Chicago Board 
of Trade.
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B. Fédérais could only engage in such 
transactions for hedging purposes and 
in compliance with certain other re­
strictions.

C. Speculative transactions would be 
prohibited.

I I .  FINAL REGULATIONS

A. New eligibility requirements.
B. Limited anticipatory hedging au­

thorized; must be matched against firm 
commitments or anticipated reinvest­
ments of expected mortgage repayments 
(including principal and interest but ex­
cluding prepayments and penalties) over 
forthcoming 12-month period.

1. The term “firm commitments” ex­
panded to include FHLMC Mortgage 
Participation Certificates and similar ob­
ligations secured by mortgages in which 
Federal associations are authorized to 
invest.

C. Dollar amount of gross mortgage- 
futures contracts limited to association’s 
net worth; proposal would have allowed 
dollar amount of net mortgage-futures 
contracts to equal net worth.

D. New notification and record-keep­
ing requirements, including justification 
of anticipated commitments.

E. Deletion of 12-month limit on firm 
commitments to be matched against 
futures contracts.

F. New definitions.
I I I .  REASONS FOR MODIFICATIONS

More flexibility for association plan­
ning of future mortgage lending; greater 
safeguards and lower dollar amount of 
futures commitments in a new area of 
association activity.
Pursuant to the Commodity Futures 
Trading Commission Act of 1975 (P.L. 
94-16), the Commodity Futures Trading 
Commission recently authorized the Chi­
cago Board of Trade to begin operation 
of a futures market for mortgage-backed 
securities guaranteed by the Government 
National Mortgage Association 
(G N M A S ).

By Resolution No. 75-865 of Septem­
ber 30, 1975, the Federal Home Loan 
Bank Board proposed to amend Part 545 
of the Rules and Regulations for the 
Federal Savings and Loan System (12 
CFR Part 545) by amending § 545.9 
thereof and adding new § 545.29 thereto 
in order to enable Federal associations 
to engage in futures transactions with 
respect to GNMAS for the limited pur­
pose of obtaining protection against mar­
ket interest rate fluctuations.

Notice of such proposed rulemaking 
was duly published in the F ed e r a l  R e g ­
is t e r  on October 8, 1975 (40 F.R. 47149- 
47150), with an invitation for interested 
persons to submit comments by Novem­
ber 10, 1975. On the basis of all relevant 
material presented by interested persons 
and otherwise available, the Board 
hereby adopts proposed new § 545.29 with 
modifications as discussed below. The 
substance of the proposed amendment 
to § 545.9 is incorporated in this 
amendment.

The proposal would have permitted a 
Federal association to engage in mort­
gage-futures transactions involving

GNMAs subject to three conditions. 
First, the association would have been 
required to take a “hedged” position, 
with its net futures market position 
matched against its net cash market 
position in firm commitments to buy (or 
otherwise acquire) or sell mortgages and 
GNMAs (without regard to the maturi­
ties of the contracts and commitments 
constituting^ these positions). Second, 
an association would have been per­
mitted to take a hedged position in the 
mortgage-futures market only with re­
spect to firm commitments. As used in 
proposed § 545.29, the term “firm com­
mitment” referred to a binding written 
commitment to make, purchase, issue, or 
deliver mortgage loans or GNMAs at 
fixed interest rates or yields on or prior 
to a date specified in the contract and 
not later than one year from the date 
of commitment. Third, the arhount of an 
association’s total outstanding net mort­
gage-futures positions would not have 
been authorized to exceed its net worth 
at any time.

The final regulations adopted by the 
Board today continue to emphasize the 
importance of limiting mortgage-futures 
market trading to hedged positions, that 
is, obtaining protection against market 
interest rate fluctuations affecting cash 
market positions, but modifications have 
been made in a number of respects to 
broaden associations’ hedging flexibility 
while adding new safeguards and reduc­
ing the dollar amount of trading author­
ity. The Board believes that these 
changes will result in better and more 
detailed forecasting and planning for fu­
ture mortgage lending activities and will 
dampen the amplitudes of variations in 
fund flows into the housing markets.

New paragraph (a) sets forth the basic 
authorization for Federal associations 
to engage in certain mortgage-futures 
transactions.

New paragraph (b) establishes thresh­
old eligibility requirements for Federal 
associations engaging in mortgage- 
futures transactions. Associations must 
meet their net-worth requirements under 
§ 563.13(b) of the Rules and Regulations 
for Insurance of Accounts (12 CFR 563.- 
13(b)),  have scheduled items not in ex­
cess of 2.5% of specified assets, and have 
appraised losses offset by specified loss 
reserves as required under § 563.17-2 of 
the Rules and Regulations for Insurance 
of Accounts (12 CFR 563.17-2). The 
threshold eligibility requirements may 
be waived by the Board upon specific 
written request.

New paragraph (c) sets out invest­
ment limitations for associations en­
gaged in mortgage-futures transactions. 
Subparagraph (c) (2) provides that such 
transactions must be matched against 
either an association’s firm commit­
ments, or against anticipated reinvest­
ments in mortgages and mortgage-re­
lated securities of its expected mortgage 
repayments over the next 12-month 
period (without regard to matching of 
maturities); as noted above, the proposal 
would only have allowed matching 
against firm commitments. The Board is 
persuaded that it is desirable to permit
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more trading flexibility by allowing this 
limited type of anticipatory hedging, i.e., 
matching futures transactions against 
anticipated cash transactions which are 
based on expected future mortgage re­
payments. Under the recording require­
ments in new subparagraph (d) (2) , an 
association is required to show justifica­
tion for its expectations regarding future 
mortgage repayments.

The proposal employed the concept of 
"net” mortgage-futures positions with 
regard to the dollar limit of an associa­
tion’s transactions (net mortgagerfu- 
tures position not to exceed an associa­
tion’s net worth). Upon reconsideration, 
the Board believes it significant, that a 
"net” mortgage-futures position does not 
reflect number and dollar amounts of 
outstanding mortgage-futures contracts, 
and that “netted” contracts may have 
widely-separated due dates resulting in 
possible loss to the association on both. 
The Board believes that the "net mort­
gage-futures position” concept could per­
mit speculative trading situations rather 
than the hedged positions which are the 
focus of the Board’s regulations. The 
Board therefore adopts the concept of 
“outstanding gross mortgage-futures po­
sition” and provides in new subparagraph
(c)(1) that total outstanding gross mort­
gage-futures transactions may not. ex­
ceed an association’s net worth.

New paragraph (d ) establishes record­
keeping requirements for associations en­
gaging in mortgage-futures transactions, 
requiring them to maintain: (1) a regis­
ter of all outstanding futures contracts 
prepared in such a way as to show pres­
ent totals; (2) records kept of matched 
futures transactions and cash market 
transactions, along with a justification of 
expected mortgage repayments upon 
which anticipated cash market transac­
tions are based; (3) a record of all trans­
actions in due bills by the associations; 
and (4) a list of association personnel 
authorized to engage in mortgage-futures 
trading.

New paragraph (e) requires a Federal 
association to notify the District Direc­
tor-Examinations at its Federal Home 
Loan Bank district at the inception of its 
mortgage-futures trading activity, and 
report thereafter on a quarterly basis.

The proposal would have amended 
§ 545.9 of the Rules and Regulations for 
the Federal Savings and Loan System (12 
CFR 545.9), captioned Securities and 
other investments, to authorize a Fed­
eral association “to issue or purchase due 
bills in connection with § 545.29”. Due 
bills are the equivalent of depository 
collateral receipts for GNMA securities 
and are issued only in those infrequent 
instances when there is delivery on a 
mortgage-futures contract. The proposed 
amendment to § 545.9 did not authorize 
associations to trade in a secondary mar­
ket in due bills. The final amendment in­
cludes the proposed provision in para­
graph (f) of hew § 545.29; the provision 
is clarified to . provide that an associa­
tion may originate, deliver, receive, or 
redeem due bills in connection with its 
mortgage-futures transactions. Trading
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in a secondary market for due bills con­
tinues to be unauthorized for Federal as­
sociations.

New paragraph (g) of new § 545.29 de­
fines the terms “firm commitment”, 
“mortgage-futures transactions”, “mort­
gage-futures contract” ; “due bill”, 
“mortgage repayment”, and “mortgage- 
related security”. The first of these terms 
was defined in paragraph (a ) of the pro­
posal; the other definitions are new. The 
definition of “firm commitment” differs 
in two respects from the proposal: (1) 
the 1-year limitation on the firm com­
mitments is deleted in order to provide 
greater flexibility to associations in plan­
ning future mortgage lending activities; 
and (2) the definition is expanded to in­
clude Mortgage Participation Certificates 
of the Federal Home Loan Mortgage Cor­
poration and similar obligations secured 
by mortgages in which Federal associa­
tions are authorized to. invest.

The Board emphasizes that, while fu­
tures transactions which are conducted 
in a prudent and knowledgeable manner 
can provide an association with protec­
tion against market interest rate fluc­
tuations, engaging in such transactions 
without sufficient understanding of the 
function and operation of the futurës 
market is likely to result in loss to tile 
association.

Accordingly, the Board hereby amends 
Part 545 by adding a new § 545.29 there­
to, effective June 22,1976.
§ 545 .29 M ortgage -fu tu res transactions.

(a ) General rule. A  Federal association 
may only engage in mortgage-futures 
transactions subject to the requirements 
and limitations set forth hi this section.

(b) Eligibility requirements. An asso­
ciation engaging in a mortgage-futures 
transaction must meet the following eli­
gibility requirements at the time of such 
transaction, unless one or more of such 
requirements are waived by the Board 
upon specific written request:

(1) Its net worth meets the require­
ments of § 563.13(b) of this chapter (as­
sociations insured for less than 2 years 
must meet the net-worth requirements 
for those insured for 2 years) ;

(2) Its scheduled items do not exceed
2.5 percent of its specified assets; and

(3) All its appraised losses have been 
offset by specified loss reserves to the ex­
tent required by the Board under § 563.- 
17-2 of this chapter.

(c) Investment limitations. (1) An as­
sociation may only engage in a mort­
gage-futures transaction if the amount 
of its total outstanding gross mortgage- 
futures position (the arithmetic sum of 
its short and long positions in the fu­
tures market) do not exceed the amount 
of its net worth or would not exceed it as 
a result of such transaction; and

(2) Mortgage-futures transactions 
must be directly matched against an as­
sociation’s firm commitments, or against 
anticipated reinvestments in mortgages 
and mortgage-related" securities of its 
expected mortgage repayments over the 
forthcoming 12-month period: provided, 
that such matching need not include 
matching of maturities.
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(d) Record-keeping requirements. An 
association engaging in mortgage-fu­
tures transactions shall maintain the 
following:

(1) A  register of all its outstanding 
futures contracts, including brokers’ 
confirmations as received, prepared in a 
manner sufficient to enable the Board to 
determine at any time the association’s 
total outstanding gross mortgage-fu­
tures position;

(2) A  record of specific futures con­
tracts, the present or anticipated cash 
market transaction or transactions 
against which they are matched, and in 
the case of an anticipated transaction a 
statement of facts adequately justifying 
such anticipated transaction;

(3) A record of all transactions by the 
association in due bills;

(4) A  list of all association personnel 
authorized to engage in mortgage-fu­
tures transactions in the association’s 
behalf, and the duties, responsibilities, 
and limits of authority of each of them.

(e) Notification. Each association en­
gaging in mortgage-futures transactions 
shall notify the District Director-Exami­
nations at the Federal Home Loan Bank 
of which it is a member at the inception 
of such activity and thereaf ter on a quar­
terly basis shall notify said Director of its 
total outstanding gross mortgage-futures 
position on the date of such notification.

(f ) Due bills. A  Federal association 
may originate, deliver, receive, or redeem 
due bills in connection with its mort­
gage-futures transactions.

(g) Definitions. (1) The term “firm 
commitment” means a written commit­
ment to make, purchase, issue, or deliver 
mortgage loans or mortgage-related se­
curities at fixed interest rates on or prior 
to the date specified in the commitment 
contract.

(2) The term “mortgage-futures 
transaction” means the purchase or sale 
of a mortgage-futures contract under 
terms and conditions approved by the 
Commodity Futures Trading Commis­
sion.

(3) The term “mortgage-futures con­
tract” means a transferable agreement 
to receive or deliver due bills under terms 
and conditions approved by the Com­
modity Futures Trading Commission.

(4) The term “due bill” means an in­
strument redeemable for GNMA-guar­
anteed mortgage-backed securities which 
is a valid delivery instrument under a 
mortgage-futures contract.

(5) The term “mortgage repayment” 
includes principal and interest, but ex­
cludes expected prepayments and penal­
ties.

(6) The term “mortgage-related se­
curities” Includes GNMA-guaranteed 
mortgage-backed securities (as referred 
to in § 545.24-1), Mortgage Participation 
Certificates of the Federal Home Loan 
Mortgage Corporation, and similar obli­
gations secured by mortgages in which 
the association is authorized to invest.
(Sec. 6, 48 Stat. 182, as amended; 12 U.S.C. 
§ 1464. Reorg. Plan No. 8 o f 1947, 12 F.R. 4981, 
3 CFR, 1943-48 Comp., p. 1071.)
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By the Federal Home Loan Bank 
Board.

 ̂ J. J. F in n , 
Secretary.

[FR Doc.76-14975 Filed 5-20-76;8:45 am]

[No. 76-346]

PART 571— STATEMENTS OF POLICY
Amendment Relating to Auditors of Insured 

Institutions
Sum m ary

M a y  14, 1976.
The following summary of the amend­

ment adopted by this resolution is pro­
vided for the reader’s convenience and 
is subject to the full explanation in the 
following preamble and to the specific 
provisions of the regulations.

I. Existing Regulations— specify cer­
tain types of loans that an insured insti­
tution, or its affiliate or subsidiary, may 
make to a public accountant or internal 
auditor without preventing him from 
being considered independent.

II. Amendment— specifies additional 
such loans.

in. Purpose of Amendment—prescribe 
criteria for determining the independ­
ence of public accountants and internal 
auditors that reflect the present lending 
authority of insured institutions and 
their subsidiaries and affiliates.
The Federal Home Loan Bank Board 
considers it desirable to amend § 571.2 
of the Rules and Regulations for Insur­
ance of Accounts (12 CFR 571.2) for the 
purpose of prescribing criteria for de­
termining the independence of a public 
accountant or internal auditor that re­
flect the present lending authority of 
insured institutions and their subsidiar­
ies and affiliates.

Section 571.2(c) (3) (ii) presently 
specifies certain types of loans that an 
insured institution, or its affiliate or 
subsidiary, may make to a public ac­
countant or internal auditor without 
preventing him from being considered 
independent. This amendment adds 
thereto consumer loans which are un­
secured or secured by goods used or 
bought primarily for personal, family, 
or household purposes.

H ie Board finds that notice and pub­
lic procedure are unnecessary under 12 
CFR 508.11 and 5 UJ5.C. § 553(b), since 
the amendment relieves restriction, and 
that publication of said amendment for 
the 30-day period specified in 12 CFR 
508.14 and 5 U.S.C. § 553(d) prior to ef­
fective date is unnecessary for the same 
reason.

Accordingly, the Board hereby amends 
§ 571.2 of the Rules and Regulations for 
Insurance of Accounts, by deleting after 
paragraph (c) (3) (ii) (d) (2) and adding 
after paragraph (c) (3) (ii) (<f) (3) there­
of the word “or”, and by adding new 
paragraph (c> (3) (ii) (d) (4) thereto, to
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read as set forth below, effective May 21, 
1976.
§ 571.2 Audits o f  insured  institutions.

* * * * *
(c) Audits by public accountants or 

internal auditors.
* * * * *

(3) Independence of public account­
ant or internal auditor.

* * * * # -
(ii) A public accountant will not be 

considered to be independent if he:
* * * * *

(d) is a borrower from the institution 
or any of its subsidiaries or affiliates ex­
cept with respect to :

* * * * *
(2) a loan to make alterations, repairs, 

or improvements to his residence ;
(3) a loan secured solely by his savings 

credits in the institution; or
(4) a consumer loan either unsecured 

or secured by goods used or bought pri­
marily for personal, family, or household 
purposes.

* * * * *
(Sec. 402, 403, 407, 48 Stat. 1256, 1257, 1260, 
as amended; 12 U.S.C. 1725, 1726, 1730. Reorg. 
Plan No. 3 of 1947, 12 F.R. 4981, 3 CFR, 1943- 
48 Comp., p. 1071.)

By the Federal Home Loan Bank 
Board.

J. J. F in n , 
Secretary.

[FR Doc.76-14938 Filed 5-20-76;8:45 am]

[No. 76-354}

PART 571— STATEMENTS OF POLICY
Amendments Relating to Mortgage-Futures 

Transactions
S u m m ary

M ay 18, 1976.
The following summary of the amend­

ments adopted by this Resolution is pro­
vided for the reader’s convenience and 
is subject to the full explanation in the 
following preamble and to the specific 
provisions of the amendments.

I. The authority of State-chartered 
insured institutions to engage in transac­
tions in the GITMA futures market to 
be operated by the Chicago Board of 
Trade is primarily a matter of State law.

H. The Board strongly urges such in­
stitutions to only engage in such trans­
actions in accordance with § 545.29.
Pursuant to the Commodity Futures 
Trading Commission Act of 1975 (P i .  
94-16), the Commodity Futures Trading 
Commission recently authorized the 
Chicago Board of Trade to begin opera­
tion of a futures market for mortgage- 
backed securities guaranteed by the Gov­
ernment National Mortgage Association 
(G N M A ).

By Resolution No. 75-923 of October 3, 
1975, the Federal Home Loan Bank Board 
proposed to amend Part 571 of the Rules

and Regulations for Insurance of Ac­
counts (12 CFR Part 571) to add a new 
Statement of Policy at § 571.12 to be cap­
tioned Mortgage futures transactions, 
urging State-chartered insured institu­
tions to only engage in mortgage-futures 
transactions in accordance with the 
then-proposed § 545.29 of the Rules and 
Regulations for the Federal Savings and 
Loan System. Section 545.29, adopted by 
the Board today in companion Resolution 
76-353, provides that Federal associations 
may only engage in mortgage-futures 
transactions under certain conditions, 
which conditions should, in the Board’s 
view, also be complied with by any in­
sured institution engaging in such trans­
actions.

Notice of such proposed rulemaking 
was duly published in the F ederal 'R eg­
ister  on October 8, 1975 (40 F.R. 47151- 
47152), with an invitation to interested 
persons to submit comments by Novem­
ber 10, 1975. On the basis of all relevant 
material presented by interested persons 
and otherwise available, the Board here­
by adopts § 571.12 substantially as pro­
posed.

Accordingly, the Board hereby amends 
Part 571 by adding a new § 571.12 there­
to, effective June 22,1976.
§ 571.12 Mortgage-futuKC3 transactions.

The authority of State-chartered in­
sured institutions to engage in mortgage- 
futures transactions is primarily a matter 
of State law. However, the Board believes 
that engaging in such transactions for 
speculative purposes, or as a hedge 
against market interest rate fluctuations 
of other than mortgage loans and mort­
gage-related securities as defined in 
§ 545.29(g) (6) of this chapter may be 
an unsafe or unsound practice or other­
wise inconsistent with the purposes of 
Title TV of the National Housing Act, as 
amended. State-chartered insured insti­
tutions are therefore strongly urged not 
to engage in mortgage-futures transac­
tions other than in accordance with said 
§ 545.29. The Board’s examinations staff 
may take supervisory objection to mort­
gage-futures transactions by insured in­
stitutions not in accordance with said 
§ 545.29. In addition, the Board empha­
sizes that, while mortgage-futures trans­
actions in accordance with said § 545.29 
which are conducted in a prudent and 
knowledgeable manner can protect an in­
stitution against market fluctuations of 
interest rates of mortgages and mort­
gage-related securities, engaging in such 
transactions without sufficient under­
standing of the function and operation 
of the mortgage-futures market is likely 
to result in loss to the institution.
(Secs. 402, 403, 407, 48 Stat. 1256, 1257, 1260, 
as amended; 12 ÜS.C. 1725, 1726, 1730. Reorg. 
Plan No. 3 Of 1947, 12 F.R. 4981, 3 CFR, 1943- 
48 Comp., p. 1071.)

By the Federal Home Loan Bank 
Board.

J. J. F in n .
Secretary.

[FR Doc.70-14976 Filed 5-20-76;8:45 am]
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Title 17— Commodity and Securities 
Exchanges

CHAPTER II— SECURITIES AND 
EXCHANGE COMMISSION 

[Release No. 33-5708]

PART 200— ORGANIZATION; CONDUCT
AND ETHICS; AND INFORMATION AND
REQUESTS

Oil and Gas Rights
The Commission today announced the 

amendment, effective immediately, of its 
regulations governing delegation of au­
thority to the Director of the Division of 
Corporation Finance with respect to the 
Securities Act of 1933 and Regulation B 
(Rules 300-348) (17 CFR 230.300-230.- 
348) thereunder.

The availability of the exemption to 
the registration provisions of the Secu­
rities Act of 1933 (the “Act”) provided by 
Regulation B, pursuant to Section 3(b) 
of the Act, is dependent upon compli­
ance with certain terms and conditions. 
One of those terms and conditions is 
provided by Rule 316(a) (17 CFR 230.- 
316(a)), which requires that one copy of 
a Form 1-G (17 CFR 239.101(b) (1)1 re­
port be filed with the Commission. The 
form calls for a listing of the names and 
addresses of all purchasers of fractional 
undivided interests in oil and gas rights 
offered pursuant to the Regulation B 
exemption. Rule 316(a) (3) requires these 
reports to be kept confidential “unless 
the Commission shall order otherwise.”

As noted in Securities Exchange Act 
Release No. 11992 (January 8, 1976), 
various abuses in the marketing of these 
interests have become apparent. In an 
effort to determine compliance with state 
securities laws, several state authorities 
have requested access to certain Form 
1-G reports. The Commission has 
granted all such requests, subject to cer­
tain conditions designed to maintain the 
confidentiality of the reports. It is ex­
pected that more such requests will be 
received in the future. Inasmuch as these 
requests are of a routine nature and do 
not involve any policy considerations or 
novel questions, it is not necessary for 
the Commission to consider each request 
on an individual basis. The delegation 
of authority to respond to these requests 
to the Director of the Division of Cor­
poration Finance, by eliminating .any de­
lay caused by seeking Commission ap­
proval for release of the information, 
will also aid in the enforcement effort 
necessary to end abuse of the Regulation 
B exemption, and thus is in the public 
interest and for the protection of in­
vestors.

It should be noted that, pursuant to 
17 CFR 200.30-1, the Chairman of the 
Commission on October 23, 1975, des­
ignated the Associate Director of the 
Division of Corporation Finance to per­
form, under direction of the Director 
of the Division, the functions delegated 
to the Director pursuant to 17 CFR 
200.30-1. That designation by its own 
terms would also apply to the delegation 
of authority announced today.

To accomplish this delegation of au­
thority, the Commission hereby amends
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17 CFR 200-30-1 (by revising para­
graph (b) (6) and (7) and by adding 
paragraph (b) (8).
§ 200.30—1 Delegation o f authority to 

Director o f Division o f Corporation 
Finance.
* * * * *

(b) * * *
(6) To authorize the issuance of or­

ders declaring offering sheets effective, 
as amended, filed in accordance with the 
provisions in Rule 340 thereunder 
(§230.340 of this chapter) and Rule 
342(c) thereunder (§ 230.342(c) of this 
chapter) ;

(7) To authorize the issuance of or­
ders terminating the effectiveness of of­
fering sheets upon applications of per­
sons filing them in compliance with the 
provisions of Rule 346 thereunder (§ 230.- 
346 of this chapter) ; and I

(8) To authorize the granting of ap­
plications- for release of reports filed 
with .the Commission on Form 1-G  
(§ 239.101(b) (1) of this chapter) pur­
suant to Rule 316(a) thereunder 
(§ 230.316(a) of this chapter).

* * * * *
The Commission finds that the fore­

going action relates solely to agency 
management and personnel and that no­
tice and prior publication under 5 U.S.C. 
553 are not necessary. Accordingly, the 
foregoing action, which was taken pur­
suant to Pub. L. 87-592, 76 Stat. 394 
(15 U.S.C. 78d-l, 78d-2) becomes effec­
tive immediately.
(Secs. 1, 2, Pub. L. 87-592, 76 Stat. 394, 
395; (15 U.S.C. 78d-l, 78d-2) )

By the Commission.
G eorge A. F itzs im m o n s , 

Secretary.
M a y  18,1976.
[PR Doc.76—15054 Piled 5-20-76;8:45 am]

Title 20— Employees' Benefits
CHAPTER III— SOCIAL SECURITY ADMIN­

ISTRATION, DEPARTMENT OF HEALTH,
EDUCATION, AND WELFARE

[Regulations No. 5, further amended]
PART 405— FEDERAL HEALTH INSUR­

ANCE FOR THE AGED AND DISABLED
Social Security Amendments of 1972

On June 19, 1975, there was published 
in the F ederal R egister (40 FR 25938) 
a Notice of Proposed Rule Making which 
set forth proposed amendments to reg­
ulations relating to conditions of par­
ticipation for clinics, rehabilitation agen­
cies, and public health agencies as pro­
viders of outpatient physical therapy 
services. (A correction was published on 
September 3, 1975 (40F R 40537).) Those 
changes were proposed to implement the 
amendments to section 1861 (p ) of the 
Social Security Act (42 U.S.C. 1395x(p) ), 
which were enacted by section 251(a) (1) 
of Pub. L. 92-603, which covers physical 
therapy services furnished by physical 
therapists in independent practice; and 
Section 283 of Pub. L. 92-603, which pro­
vides for the inclusion of the outpatient 
speech pathology benefit. Interested par-
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ties were given the opportunity to sub­
mit in writing on or before July 21,1975, 
data, views, or arguments with regard to 
the proposed amendments. Comments 
and suggestions received after that date 
have also been considered.

Comments were received from a num­
ber of sources, including representatives 
of national, State, and local organiza­
tions. Following is a summary of the 
comments and suggestions with regard 
to the Notice of Proposed Rulemaking, 
responses thereto, and changes in the 
proposed regulations:

1. Although a variety of concerns were 
reflected, the majority of the comments 
dealt with certain conditions and stand­
ards related to the outpatient speech 
pathology benefit. A  large number of re­
spondents objected to the parallelism 
drawn between physical therapy and 
speech pathology and indicated that 
speech pathology is unique and distinct 
from physical therapy and that, tradi­
tionally, speech pathologists are not, as 
contrasted with physical therapists, de­
pendent upon a physician’s prescription. 
Section 405.1717 of the proposed regu­
lations required that the patient be 
.treated under a plan of care established, 
and periodically reviewed, by a physician, 
and was based on section 1861 (p) of the 
Social Security Act, as amended (42 
U.S.C. 1395x(p)), which reads in part as 
follows:

(p ) The term “outpatient physical therapy 
services” means physical therapy services 
furnished by a provider of services, a clinic, 
rehabilitation agency, or a public health 
agency, or by others under an arrangement 
with, and under the supervision of, such 
provider, clinic, rehabilitation agency, or 
public health agency to an individual as an 
outpatient—

(1) Who is under the care o f a physician 
(as defined in section 1861 (r) (1 ) ) ,  and

(2) With respect to whom a plan prescrib­
ing the type, amount, and duration of phys­
ical therapy services that are to be furnished 
such individual has been established, and is 
periodically reviewed, by a physician (as so 
defined);

« . * * * *
The term "outpatient physical therapy 

services”  also includes speech pathology 
services furnished by a provider of services, 
a clinic, rehabilitation agency, or by a public 
health agency, or by others under an ar­
rangement with, and under the. supervision 
of, such provider, clinic, rehabilitation agen­
cy, or public health agency to an individual 
as an outpatient, subject to the conditions 
prescribed in this subsection.

Since the Social Security Act provides 
for the similarity in requirements be­
tween the outpatient physical therapy 
and speech pathology benefits, § 405.1717 
is felt to be consistent with the Act. It 
should be noted that § 405.1717(b) of the 
proposed regulation did provide for in­
put by the speech pathologist as to the 
substantive plan of care through con­
sultation with the physician, and this 
has been retained (while a duplicative 
sentence on the physician’s role was 
deleted).

2. The proposed Medicare definition of 
“clinic” (§ 405.1702(b)) does not, in our 
opinion, create extreme hardship for 
speech pathology clinics, as has been
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suggested by some respondents, since the 
term does not apply to them. Those 
facilities primarily providing speech 
pathology services, and which are com­
monly referred to as speech pathology 
clinics, are considered rehabilitation 
agencies (§ 405.1702(h)) for purposes of 
the health insurance program and are 
expected to have little difficulty meeting 
that definition and complying with the 
regulations for such agencies. The term 
“rehabilitation agency” refers to an 
agency which provides social or voca­
tional adjustment services in addition to 
speech pathology or physical therapy 
services. The term “clinic” is generally 
applied to outpatient facilities in which 
medicine is taught by examination and 
treatment of patients in the presence of 
students, or where patients are treated 
by physicians who practice as a group. 
Speech and hearing organizations that 
identify themselves as speech pathology 
clinics are not expected to change that 
identity. Speech and hearing organiza­
tions, for Medicare purposes, are identi­
fied by the services they provide and not 
by name. These definitions of “clinic” 
and “rehabilitation agency” reflect those 
which are currently in effect and have 
been in effect since the promulgation of 
regulations implementing the outpatient 
physical therapy benefit included in the 
Social Security Amendments of 1967.

3. Comments received also questioned 
the justification for requiring a reha­
bilitation agency (§ 405.1702(h)) to pro­
vide either social or vocational adjust­
ment services in addition to physical 
therapy or speech pathology. This re­
quirement is already in effect under 
regulations implementing the 1967 Social 
Security Amendments at 20 CFR 405.- 
1701(c) (1). These amendments included 
clinics, rehabilitation agencies, and 
public health agencies among organiza­
tions and institutions permitted to pro­
vide covered outpatient physical therapy 
services. Only after consultation with 
representative's of organizations of reha­
bilitation facilities, and other profes­
sional consultants, was the term “re­
habilitation agency” defined as it 
presently appears in regulations. The 
authority to require that rehabilitation 
agencies furnish social or vocational ad­
justment services to clients is based on 
section 1861 (p) (4) (A ) (v ) of the Social 
Security Act, as amended (42 U.S.C. 
1395x(p) (4) (A ) (v ) ). In addition to the 
differentiation evident in the statutory 
language with regard to a rehabilitation 
agency and a clinic, the Secretary, in the 
interest of beneficiary health and safety, 
has determined that since the term “re­
habilitation agency” implies an agency 
with a rehabilitation program which of­
fers more than one restorative service to 
improve the mental or physical status of 
its clients in the pursuit of an objective of 
social or vocational adjustment, such an 
agency, by its very nature, must also 
provide social or vocational adjustment 
services. It is felt that these services are 
essential to complement other services 
provided by a rehabilitation agency. 
Since a clinic, however, provides pri-
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marily medical services and its function 
does not parallel that of a rehabilitation 
agency, regulations requiring a clinic to 
render social or vocational adjustment 
services are not appropriate.

4. As proposed, the definition of the 
physical therapist assistant (§ 405.1702
(e ) ) would have enabled individuals to 
be recognized for Medicare purposes by 
accumulating two years of appropriate 
experience as a physical therapist as­
sistant in addition to achieving a satis­
factory grade on a proficiency exami­
nation approved by the Secretary. In 
view of the lack of interest shown in a 
proficiency examination (to date an in­
significant number of inquiries request­
ing proficiency examination information 
has been received), the Secretary has 
determined that this alternative means 
of qualification for physical therapist 
assistants is not warranted. Therefore, 
the proficiency examination has been 
deleted from Subpart Q (§ 405.1702(e) 
(2>), (which is adopted and set forth 
below) and will subsequently be deleted 
from Subpart K  (§ 405.1101 ( r ) ), and 
Subpart L  (§ 405.1202(j)).

5. Suggestions were made to increase 
the frequency of the physical therapist 
supervisory visits to as often as once 
every 7 days in contrast to once every 
30 days as stated in § 405.1718(a), when 
physical therapy services are provided 
off the premises of the organization by 
a physical therapist assistant. One of 
the concerns expressed was that an in­
crease in supervision of the physical 
therapist assistant was necessary in 
order to ensure quality patient care. Al­
though patient well-being is of primary 
importance, strict adherence to a time­
table as- suggested by some respondents 
would nullify, to a great degree, effec­
tive utilization of the physical therapist 
assistant. The Department has consid­
ered potential difficulties that may arise 
from supervision that is either too fre­
quent or too infrequent, and believes 
that health insurance program experi­
ence to date with similar services fur­
nished by other providers of services 
justifies the requirement for onsite su­
pervisory visits at least once every 30 
days.

6. Continuation of the handrail re­
quirement in 1 405.1723(a)(4) of the 
proposed amendments was questioned, 
and regarded as unnecessary in an out­
patient institution. It was contended 
that the needs and abilities of resident, 
as opposed to non-resident, patients are 
different, and handrails, while being of 
value in a residential institution, are not 
essential in an outpatient institution 
where patients are more independent. 
The suggestion for deletion of the hand­
rail requirement was considered, and it 
was concluded that adequate substitu­
tions could be made for handrails where 
they were used to facilitate the move­
ment of disabled persons. Therefore, the 
suggestion was adopted.

7. With respect to the conditions for 
coverage for outpatient physical therapy 
services furnished by physical therapists 
in independent practice, objection was

expressed concerning the requirement 
that the physical therapist must main­
tain, at his own expense, an office and 
the necessary equipment to provide an 
adequate program of physical therapy 
(see § 405.1731(b) and § 405.1737). The 
report of the Committee on Ways and 
Means indicates that one of the purposes 
for this change in the law was to make 
outpatient physical therapy services, 
furnished by a physical therapist in his 
office, more readily available to the bene­
ficiary in cases where the therapist’s 
office might be more accessible than a 
provider’s facility and that the Secre­
tary, in establishing the health and 
safety conditions under which the serv­
ices of such practitioner must be fur­
nished, would be expected to assure the 
availability of an adequate program of 
physical therapy services in the ther­
apist’s office. Section 405.232(e) (2) (ii), 
effective August 9, 1974, requires that a 
physical therapist in independent prac­
tice maintain at his own expense an 
office or office space and the necessary 
equipment to provide an adequate pro­
gram of physical therapy. Therefore, 
conforming provisions in § 405.1731(b) 
as proposed, have been retained.

8. Sections 405.1230 and 405.232 are 
being published at this time to correct 
the cross-references to various sections 
in Subpart Q. Since these are only tech­
nical amendments, notice and public 
procedure thereon are unnecessary, and 
therefore good cause exists for dis­
pensing with Notice of Proposed Rule 
Making with respect to §§ 405.1230 and 
405.232.

9. Conformance to Subpart K  (§ 405.- 
1101 (t) (1 )) has been brought about by 
changes being made in § 405.1702(j). 
Subsequently, Subpart K  will be revised 
to delete “the publication of this provi­
sion” and insert “January 17, Í974”.

10. Various editorial and cross-refer­
ence changes have also been made in the 
interest of clarity.

Accordingly, with these changes and 
additions, the proposed amendments aré 
adopted as set forth below.
(Secs. 1102, 1861 (p ), and 1871 o f  the Social 
Security Act, 49 Stat. 647, as amended, 79 
Stat. 321, as amended, 79 Stat. 331; 42 U.S.C. 
1302, 1395x(p), 1395hh.)

Effective date. These amendments shall 
be effective June 21,1976. "
(Catalog o f Federal Domestic Assistance Pro­
gram No. 13.801, Health Insurance for the 
Aged and Disabled Program—Supplementary 
Medical Insurance.)

Dated: March 1,1976.
J. B. Cardw ell,

Commissioner of Social Security.
Approved: May 12,1976.

M arjorie L y n c h ,
Acting Secretary of Health, 

Education, and Welfare.
Regulations No. 5 of the Social Secu­

rity Administration, as amended (20 
CFR Part 405) are further amended as 
follows:

1. Subpart Q is revised to read as fol­
lows:
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Subpart Q— Conditions of Participation: Clinics, 
Rehabilitation Agencies, and Public Health 
Agencies as Providers of Outpatient Physical 
Therapy and/or Speech Pathology Services; 
and Conditions for Coverage: Outpatient Physi­
cal Therapy Services Furnished by Physical 
Therapists in Independent Practice

Conditions op Participation: Clinics, Re­
habilitation Agencies, and Public Health 
Agencies as Providers op Outpatient 
Physical T herapy and/or Speech Path­
ology Services

Sec.
405.1701

405-.1702

405.1715

405.1716

405.1717

405.1718

405.1719

405.1720

405.1721

405.1722

405.1723

405.1724

405.1725

405.1726

Conditions of participation—gen­
eral.

Definitions relating to clinics, re­
habilitation agencies, and public 
health agencies.

Condition o f participation—com­
pliance with Federal, State, and 
local laws.

Condition of participation—ad­
ministrative management.

Condition o f participation—physi­
cian’s direction and plan o f 
care.

Condition o f participation—physi­
cal therapy services.

Condition of participation—speech 
pathology services.

Condition o f participation—reha­
bilitation program.

Condition o f participation—ar­
rangements for physical therapy 
and speech pathology services to 
be performed by other than sal­
aried organization personnel.

Condition of participation—clini­
cal records.

Condition of participation—physi­
cal environment.

Condition o f participation—in- _ 
fection control.

Condition of participation— disas­
ter preparedness.

Condition of participation—pro­
gram evaluation.

Conditions for Coverage : Outpatient Ph ysi­
cal T herapy Services Furnished by 
Physical T herapists in  I ndependent 
Practice

405.1730 Conditions for coverage--—services
furnished by physical therapists 
in independent practice—gen­
eral.

405.1731 Definitions relating to physical
therapists in independent prac­
tice,

405.1732 Condition for coverage—compli­
ance with Federal, State, and 
local laws.

405.1733 Condition for coverage—physi­
cian’s direction and plan of care.

405.1734 Condition for coverage—physical
therapy services.

405.1735 Condition for coverage— coordina­
tion of services with other orga­
nizations, agencies, or individ­
uals.

405.1736 Condition for coverage— clinical
records.

405.1737 Condition for coverage—physical
environment.

Authority: Secs. 1102, 1861(p), 1871, 49 
Stat. 647, as amended, 79 Stat. 321, as 
amended, 79 Stat. 331, (42 U.S.C. 1302, 1395x 
(P), 1395hh).

Conditions of P ar tic ipatio n : Cl in ic s , 
R eh abilitatio n  A gencies, and P ublic  
H ealth  A gencies as P roviders of O u t ­
patient P h ys ic a l  T h erapy  and/or 
Speech P athology  Services

§ 405.1701 Conditions of participation—  
general.

and disabled as a provider of outpatient 
physical therapy and/or speech path­
ology services, a clinic, rehabilitation 
agency, or public health agency (other 
than a provider of services as defined in 
section 1861 (u) of the Social Security 
Act, 42 U.S.C. 1395x(u)) must meet the 
requirements set forth in section 1861 
(p ) (4) thereof, 42 U.S.C. 1395x(p)(4). 
This section of the law states a number 
of specific requirements which must be 
met by such participating providers and 
authorizes the Secretary of Health, Edu­
cation, and Welfare to prescribe by reg­
ulation other requirements relating to the 
health and safety of beneficiaries as may 
be found necessary.

(b) Section 1861 (p) provides in perti­
nent part as follows:

(p ) The term "outpatient physical therapy 
services” means physical therapy services 
furnished by a provider of services, a clinic, 
a rehabilitation agency, or a public health 
agency, or by others under an arrangement 
with, and under the supervision of, such 
provider, clinic, rehabilitation agency, or pub­
lic health agency to an individual as an out­
patient—

* * * * * 
excluding, however—

(3) Any item or service if it would not .be 
included under subsection (b ) i f  furnished 
to an inpatient o f a hospital; and

(4) Any such service—
(A ) I f  furnished by a clinic or rehabilita­

tion agency, or by others under arrange­
ments with such clinic or agency, unless such 
clinic or rehabilitation agency—

(i) Provides an adequate program of physi­
cal therapy services for outpatients and has 
the facilities and personnel required for such 
program or required for the supervision of 
such program, in accordance with such re­
quirements as the Secretary may specify.

(ii) Has policies, established by a group of 
professional personnel, including one or more 
physicians (associated with the clinic or re­
habilitation agency) and one or more quali­
fied physical therapists, to govern the serv­
ices (referred to in clause ( i ) )  it  provides,

(iii) Maintains clinical records on all pa­
tients,

(iv ) I f  such clinic or agency is situated in 
a State in which State or applicable local law 
provides for the licensing o f institutions of 
this nature, ( I )  is licensed pursuant to such 
law, or ( I I )  is approved by the agency of 
such State or locality responsible for licens­
ing institutions of this nature, as meeting the 
standards established for such licensing; and

(v ) Meets such other conditions relating 
to the health and safety of individuals who 
are furnished services by such clinic or agency 
on an outpatient basis, as the Secretary may 
find necessary, or

(B ) I f  furnished by a public health 
agency, unless such agency meets such other 
conditions relating to health and safety o f 
individuals who are furnished services by 
such agency on an outpatient basis, as the 
Secretary may find necessary.

* * * * *
The term "outpatient physical therapy serv­
ices” also includes speech pathology services 
furnished by a provider of services, a clinic, 
rehabilitation agency, or by a public health 
agency, or by others under an arrangement 
with, and under the supervision of, such pro­
vider, clinic, rehabilitation agency, or public 
health agency to an individual as an out­
patient, subject to the conditions prescribed 
in this subsection.

(a) in order to participate in the pro­
gram of health insurance for the aged

(c) The specific requirements included 
in the statute and the additional health

and safety requirements prescribed by 
the Secretary are set forth in the fol­
lowing Conditions of Participation for 
Clinics, Rehabilitation Agencies, and 
Public Health Agencies as Providers of 
Outpatient Physical Therapy and/or 
Speech Pathology Services.
§ 405 .1702 D efin itions re latin g  to 

clinics, rehabilitation  agencies, and  
p u b lic  health  agencies.

As used in §§ 405.1715-405.1726, the 
following definitions apply:

(a) Administrator. A person who has 
a bachelor’s degree and :

(1) Has experience or specialized 
training in the administration of health 
institutions or agencies; or

(2) Is qualified and has experience in 
one of the professional health disciplines.

(b ) Clinic. A facility established pri­
marily for the provision of outpatient 
physicians’ services. To meet this defi­
nition, an organization must meet the 
following test of physician participation:

(1) The medical services of the clinic 
are provided by a group of physicians 
(i.e., more than two) practicing medicine 
together; and

(2) A  physician is present in the clinic 
at all times during hours of operation to 
perform medical services (rattier than 
only administrative services).

(c) Organization. A  clinic, rehabilita­
tion agency, or public health agency.

(d) Physical therapist. A  person who 
is licensed as a physical therapist by the 
State in which he is practicing If the 
State licenses physical therapists, and

(1) Has graduated from a physical 
therapy curriculum approved by the 
American Physical Therapy Association, 
or by the Council on Medical Education 
and Hospitals of the American Medical 
Association, or jointly by the Council 
on Medical Education of the American 
Medical Association and the American 
Physical Therapy Association; or

(2) Prior to January 1,1966:
(i) Was admitted to membership by 

the American Physical Therapy Associa­
tion; or

(ii) Was admitted to registration by 
the American Registry of Physical 
Therapists; or

(iii) Has graduated from a physical 
therapy curriculum in a 4-year college 
or university approved by a State de­
partment of education; or

(3) Has 2 years of appropriate experi­
ence as a physical therapist and has 
achieved a satisfactory grade on a pro­
ficiency examination approved by the 
Secretary, except that such determina­
tions of proficiency shall not apply with 
respect to persons initially licenced by a 
State after December 31,1977, or seeking 
qualification as a physical therapist af­
ter such date; or

(4) (i) Was licensed or registered prior 
to January 1, 1966, and (ii) Prior to 
January 1, 1970, had 15 years of full­
time experience in the treatment of ill­
ness or injury through the practice of 
physical therapy in which services were 
rendered under the order and direction 
of attending and referring physicians; or

(5) I f  trained outside the United 
States:
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(i) Was graduated since 1928 from a 
physical therapy curriculum approved 
in the country in which the curriculum 
was located and in which there is a mem­
ber organization of the World Confed­
eration for Physical Therapy.

(ii) Meets the requirements for mem­
bership in a member organization of the 
World Confederation for Physical 
Therapy*

(iii) Has 1 year of experience under 
the supervision of an active member of 
the American Physical Therapy Associ­
ation, and

(iv) Has successfully completed a qual­
ifying examination as prescribed by the 
American Physical Therapy Association.

(e) Physical therapist assistant. A  
person who is licensed as a physical 
therapist assistant by the State in which 
he is practicing, if the State licenses 
such assistants, and has graduated from 
a 2-year college-level program approved 
by the American Physical Therapy As­
sociation.

(f  ) Psychologist. A  person who:
(1) Holds a doctoral degree in psy­

chology from a training program ap­
proved by the American Psychological 
Association; or

(2) Has attained certification or li­
censing by the State, or non-statutory 
certification by the State psychological 
association.

(g) Public health agency. An official 
agency established by a State or local 
government, the primary function of 
which is to maintain the health of the 
population served by performing en­
vironmental health services, preventive 
medical services, and in certain cases, 
therapeutic services.

(h ) Rehabilitation agency. An agency 
which provides an integrated multidis­
ciplinary program designed to upgrade 
the physical function of handicapped, 
disabled Individuals by bringing together 
as a team specialized rehabilitation per­
sonnel. At & minimum, a rehabilitation 
agency must provide physical therapy or 
speech pathology services, and a re­
habilitation program which in addition 
to physical therapy or speech pathology 
services, includes social or vocational 
adjustment services.

(i) Social worker. A  person who is li­
censed by the State in which he is prac­
ticing if the State licenses social workers, 
is a graduate of a school of social work 
accredited or approved by the Council on 
Social Work Education, and has 1 year 
of social work experience in a health­
care setting.

(j )  Speech pathologist. A person who 
is licensed by the State in which he is 
practicing, if the State licenses speech 
pathologists, and

(1) Is eligible for a certificate of 
clinical competence in speech pathology 
granted by the American Speech and 
Hearing Association under its require­
ments in effect on January 17, 1974; or

(2) Meets the educational require­
ments for certification, and is in the 
process of accumulating the supervised 
clinical experience required for certifica­
tion.
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(k) Supervision. Authoritative proce­
dural guidance by a qualified person for 
the accomplishment of a function or 
activity within such person’s sphere of 
competence, with initial direction and 
periodic inspection of the actual act of 
accomplishing the function or activity. 
Unless otherwise stated in this Part 405, 
such qualified person must be on the 
premises if the person performing the 
function or activity does not meet as­
sistant-level qualifications specified in 
this section.

(l) Vocational specialist. A  person who 
has a baccalaureate degree and:

(1) Two years experience in voca­
tional counseling in a rehabilitation 
setting such as a sheltered workshop, 
State employment service agency, etc.; 
or

(2) At least 18 semester hours in voca­
tional rehabilitation, educational or 
vocational guidance, psychology, social 
work, special education or personnel ad­
ministration, and 1 year of experience in 
vocational counseling in a rehabilitation 
setting; or

(3) A master’s degree in vocational 
counseling.
§ 405.1715 Condition of participation- 

compliance with Federal, State, and 
local laws.

The clinic, rehabilitation agency, or 
public health agency and its staff are in 
compliance with all applicable Federal, 
State, and local laws and regulations.

(a ) Standard: Licenpure of organiza­
tion. In any State in which State or ap­
plicable local law provides for the li­
censing of clinics, rehabilitation agen­
cies, or public health agencies, a clinic, 
rehabilitation agency, or public health 
agency is licensed pursuant to such law.

(b) Standard: Licensure or registra­
tion of personnel. Staff of the organiza­
tion are licensed or registered in accord­
ance with applicable laws.
§ 405.1716 Condition of participation- 

administrative management.
The clinic or rehabilitation agency has 

an effective governing body that is legally 
responsible for the conduct of the clinic 
or rehabilitation agency. The governing 
body designates an administrator, and 
establishes administrative policies.

(a ) Standard: Governing body. There 
is a governing body (or designated per­
sones) so functioning) which assumes 
full legal responsibility for the overall 
conduct of the clinic or rehabilitation 
agency and for compliance with appli­
cable laws and regulations. The name of 
the owner(s) of the clinic or rehabilita­
tion agency is fully disclosed to the State 
agency. In the case of corporations, the 
names of the corporate officers are made 
known.

’(b) Standard: Administrator. The 
governing body appoints a qualified full­
time administrator and delegates to the 
administrator the internal operation of 
the clinic or rehabilitation agency in ac­
cordance with established written poli­
cies. The administrator’s responsibilities 
for procurement and direction of per­

sonnel are clearly defined-. A  competent 
individual is authorized to act in the 
temporary absence of the administrator.

(c) Standard: Personnel policies. Per­
sonnel practices are supported by appro­
priate written personnel policies. Per­
sonnel records include job descriptions, 
qualifications, licensure, performance 
evaluations, and health examinations, 
and are kept current.

(d) Standard: Patient care policies. 
Patient care practices and procedures 
are supported by written policies estab­
lished by a group of professional per­
sonnel including one or more physicians 
associated with the clinic or rehabilita­
tion agency and one or more qualified 
physical therapists (if physical therapy 
services are provided) and one or more 
qualified speech pathologists (if speech 
pathology services are provided) to 
govern the outpatient physical therapy 
and/or speech pathology services and 
related services which are provided. 
These policies cover scope of services 
offered, admission and discharge poli­
cies, physician services, patient care 
plans and methods of implementation, 
care of patients in an emergency, clinical 
records, administrative records, use and 
maintenance of the plant and equipment, 
and program evaluation. The policies are 
reviewed at least annually by such group 
of professional personnel, and revised as 
necessary based upon this review.
§ 405.1717 Condition of participation—  

physician’s direction and plan of care.

Patients in need of outpatient physical 
therapy or speech pathology services are 
accepted for treatment only on the order 
of a physician who indicates anticipated 
goals and is responsible for the general 
medical direction of such services as part 
of the total care of the patient. For each 
patient, there is a written plan of care 
established and periodically reviewed by 
the physician. The organization has a 
physician available to furnish necessary 
medical care in case of emergency.

(a ) Standard: Medical findings and 
physician’s orders. The following is made 
available to the organization prior to or 
at the time of initiation of treatment:
(1) The patient’s significant past history,
(2) Current medical findings, (3) Diag- 
nosis(es), (4) Physician’s orders, (5) Re­
habilitation goals, if determined, (6) 
Contraindications, if any, (7) The extent 
to which the patient is aware of the diag- 
nosis(es) and prognosis, and (8) Where 
appropriate, the summary of treatment 
rendered and results achieved during 
previous periods of physical therapy or 
speech pathology services or institution­
alization.

(b) Standard: Plan of care. For each 
patient there is a written plan of care 
established by the physician which indi­
cates anticipated goals and specifies the 
type, amount, frequency, and duration of 
physical therapy or speech pathology 
services. Where appropriate, the plan is 
developed in consultation between the 
physical therapist(s) or speech patholo­
gists) and such attending or other phy­
sician. The plan of care and results of
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treatment are reviewed once every 30 
days, or more often if required, by the 
attending or other physician and appro­
priate professional staff, and tiie indi­
cated action is taken.

(c) Standard: General medical direc­
tion. The organization requires that the 
health care of every patient is under the 
general medical direction of a phy­
sician. The patient in need of physical 
therapy and/or speech pathology services 
is seen by the physician at least once 
every 30 days. The organization is re­
sponsible for contacting the physician if 
the patient has not been seen by the 
physician within a 30-day period. There 
is evidence in the clinical record of the 
physician’s services at appropriate 
intervals.

(d) Standard: Notification of physi­
cian. The attending physician, or where 
applicable, another responsible physi­
cian, is promptly notified of any changes 
in the patients condition. If changes are 
required in the plan of care, such 
changes are approved by su'ch physician 
and noted in the clinical record.

(e) Standard: Availability of physi­
cians for emergency. The organization 
provides for one or more physicians to be 
available on call to furnish necessary 
medical care in case of emergency. A  
schedule listing the names and tele­
phone numbers of these physicians and 
the specific days each is on call is posted. 
There are established procedures to be 
followed by personnel in an emergency 
which cover immediate care of the pa­
tient, persons to be notified and reports 
to be prepared.
§ 405.1718 Condition of participation—  

physical therapy services.
If physical therapy services are offered, 

the organization provides an adequate 
program of physical therapy and has an 
adequate number of qualified personnel 
and the equipment riecessary to carry 
out its program and to fulfill its ob­
jectives.

(a) Standard: Adequate program, (1) 
The organization will be considered to 
have an adequate outpatient physical 
therapy program if it can: (i) Provide 
services utilizing therapeutic exercise 
and the modalities of heat, cold, water, 
and electricity; (ii) Conduct patient 
evaluations; and (iii) Administer tests 
and measurements of strength, balance, 
endurance, range of motion, and ac­
tivities of daily living. (2) A qualified 
physical therapist is present or readily 
available to offer needed supervision to 
the physical therapist assistant when 
Physical therapy services are provided 
on or off the organization’s premises. 
Where a qualified physical therapist is 
aot on the premises diming all hours of 
operation, patients are scheduled in 
such a manner as to ensure the physical 
therapist’s presence when specific skills 
are needed (e.g., the evaluation and re- 
evaluation and to provide appropriate 
and needed supervision to the physical 
therapist assistant when providing serv­
ices. When physical therapy services are 
Provided off the premises of the organi­
zation by a qualified physical therapist

assistant, such services are provided un­
der thé supervision of a qualified physi­
cal therapist who makes an onsite super­
visory visit at least once every 30 days.

(b) Standard: Facilities and equip­
ment. The organization has the equip­
ment and facilities required to provide 
the range of services necessary in the 
treatment of the types of disabilities ac­
cepted for service.

(c) Standard: Personnel qualified to 
provide physical therapy services. Physi­
cal therapy services are provided by, or 
under the supervision of, a qualified 
physical therapist. The number of quali­
fied physical therapists and qualified 
physical therapist assistants is adequate 
for the volume and diversity of physical 
therapy services offered. A  qualified 
physical therapist is on the premises or 
readily available during the operating 
hours of the organization.

(d) Standard: Supportive personnel. 
If personnel are available to assist qual­
ified physical therapists by performing 
services incident to physical therapy that 
do not require professional knowledge 
and skill, such personnel are instructed 
in appropriate patient care services by 
qualified physical therapists who retain 
responsibility for the treatment pre­
scribed by the attending physician.
§ 44)5.1719 Condition of participation—  

speech pathology services.
If speech pathology services are of­

fered, the organization provides an ade­
quate program of speech pathology and 
has an adequate number of qualified 
personnel and the equipment necessary 
to carry out its program and to fulfill 
its objectives.

(a ) Standard: Adequate program. The 
organization will be considered to have 
an adequate outpatient Speech pathology 
program if it can provide the diagnostic 
and treatment services to effectively 
treat speech disorders.

(b ) Standard: Facilities and equip­
ment. The organization has the equip­
ment and facilities required to provide 
the range of services necessary in the 
treatment of the types of speech disor­
ders accepted for service.

(c) Standard: Personnel qualified to 
provide speech pathology services. 
Speech pathology services are given or 
supervised by a qualified speech pathol­
ogist and the number of qualified speech 
pathologists is adequate for the volume 
and diversity of speech pathology serv­
ices offered. At least one qualified speech, 
pathologist is present at all times when 
speech pathology services are rendered.
§ 405.1720 Condition of participation- 

rehabilitation program.
At a minimum, a rehabilitation agen­

cy provides physical therapy or speech 
pathology services, and a rehabilitation 
program which, in addition to physical 
therapy or speech pathology services, in­
cludes social or vocational adjustment 
services to all patients in need of such 
services by making provision for special, 
qualified staff to evaluate the social or 
vocational factors involved in a patient’s 
rehabilitation, to counsel and advise on
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social or' vocational problems arising 
from the patient’s illness or injury, and 
to make appropriate referrals for re­
quired services.

(a ) Standard: Qualification of staff. 
The agency’s social or vocational adjust­
ment services are rendered, as appli­
cable, by qualified psychologists, qualified 
social workers, or qualified vocational 
specialists. Social or vocational adjust­
ment services may be performed by a 
qualified psychologist or qualified social 
worker. Vocational adjustment services 
may be furnished by a qualified voca­
tional specialist.

(b ) Standard: Arrangements for so­
cial or vocational services. If a rehabili­
tation agency does not provide social or 
vocational adjustment services through 
salaried employees, it may provide such 

.adjustment services by means of a writ­
ten contract with others which provides 
for retention by the agency of respon­
sibility for, and control and supervision 
of, such services. The terms of the con­
tract:

(1) Provide that the regimen of soeial 
or vocational adjustment services to be 
furnished is developed in consultation 
between appropriate professional staff 
members and the patient’s attending 
physician;

(2) Specify the geographical areas in 
which the services are to be furnished;

(3) " Provide that such services are 
furnished by personnel meeting the 
qualifications in § 405.1702;

(4) Provide that personnel under con­
tract will participate as needed in con­
ferences required to coordinate patient 
care;

(5) Provide for the preparation of 
treatment records and notes, and for the 
prompt incorporation of such into the 
clinical records of the agency;

(6) Specify the period of time the 
contract is to bé in effect and the man­
ner of termination or renewal.
§ 405.1721 Condition of participation- 

arrangements for physical therapy 
and speech pathology services to be 
performed by other than salaried or­
ganization personnel.

When an organization provides out­
patient physical therapy and/or speech 
pathology services under an arrangement 
with others, such services are to be fur­
nished in accordance with the terms of 
a written contract, which provides for 
retention by the organization of profes­
sional and administrative responsibility 
for, and control and supervision of, such 
services.

(a) Standard: Contract provisions. 
The terms of the contract:

(1) Provide that physical therapy and/ 
or speech pathology services are to be 
furnished in accordance with the plan of 
care established by the physician respon­
sible for the patient’s care and may not 
be altered in type, amount, frequency, or 
duration by the physical therapist or 
speech pathologist (except in the case of 
an adverse reaction to a specific treat­
ment) ;

(2) Specify the geographical areas in 
which the services are to be furnished;
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(3) Provide that personnel and serv­
ices contracted for meet the same re­
quirements as those which would be ap­
plicable if the personnel and services 
were furnished directly by the clinic, 
rehabilitation agency, or public health 
agency;

(4) Provide that as needed the phys­
ical therapist or speech pathologist (as 
appropriate) will participate in confer­
ences required to coordinate the care of 
an individual patient;

(5) Provide for the preparation of 
treatment records, with progress notes 
and observations, and for the prompt in­
corporation of such into the clinical rec­
ords of the clinic, rehabilitation agency, 
or public health agency;

(6) Specify the financial arrange­
ments which provide that the contracting 
outside resource may not bill the patient 
or the health insurance program for cov­
ered services, since pursuant to section 
1861(w) of the Act (42 U.S.C. 1305x(w)), 
covered services furnished under ar­
rangements must be billed through the 
provider exclusively and receipt of pay­
ment by the provider for such services 
on behalf of an entitled individual dis­
charges the liability of sucli individual or 
any other person to pay for such serv­
ices; _

(7) Specify 'the period of time the 
contract is to be in effect and the man­
ner of termination or renewal;

(8) Except as provided in paragraph
(a) (9) of this section, provide that the 
services shall be performed in the pa­
tient’s home, on the premises of the 
clinic, rehabilitation agency, or public 
health agency making the arrange­
ments, or on the premises of an institu­
tion which meets the requirements of 
section 1861(e) (1) or section 1861 (j) (1) 
of the Act; and
. (9) In the case of a public health 
agency (including a public health agency 
which is certified by the health insurance 
program as a home health agency), may 
provide that physical therapy and/or 
speech pathology services may also be 
performed on the premises of the sup­
plier of such services but only under the 
following circumstances:

(i) The public health agency does not 
have the capacity to provide on its prem­
ises all of the (A ) Modalities of treat­
ment, tests, and measurements as speci­
fied in § 405.1718(a) (in the case of out­
patient physical therapy services), or
(B ) Diagnostic and treatment services 
as specified in § 405.1719(a) (in the case 
of outpatient speech pathology serv­
ices) ;

(ii) The services provided on the 
premises of the supplier include those as 
defined in § 405.1718(a) or § 405.1719(a), 
as appropriate, which the public health 
agency cannot provide on its premises, 
and these services are not provided on 
an outpatient basis in another accessible 
participating provider of services;

(iii) Services are provided on the 
premises of the supplier only in those in­
stances in which the patient’s treatment 
requires the use of a modality or regimen 
which is not available on the premises of 
the public health agency;

RULES AND REGULATIONS

(iv) The public health agency is re­
sponsible for advising the State agency 
of the name of each supplier with whom 
it contracts for the provision of services 
and makes the arrangements necessary 
in order for the State agency to survey 
the premises and organization of each 
supplier of services to determine compli­
ance with applicable regulations; and

(v) A  physician, qualified physical 
therapist, qualified speech pathologist, 
or supervising nurse employed by the 
public health agency reviews at least ev­
ery 2 weeks all records of the patients 
of the public health agency who have 
been treated on the premises of the sup­
plier.
§ 405.1722 Condition  o f  participation—  

clin ical records.

The organization maintains clinical 
records on all patients in accordance 
with accepted professional standards, 
and practices. The clinical records are 
completely and accurately documented, 
readily accessible, and systematically or­
ganized to facilitate retrieving and com­
piling information.

(a) Standard: Protection of clinical 
record information. The organization 
recognizes the confidentiality of clinical 
record information and provides safe­
guards against loss, destruction, or un­
authorized use. Written procedures 
govern the use and removal of records 
and the conditions for release of in­
formation. The patient’s written consent 
is required for release of information not 
authorized by law.

(b ) Standard: Content. The clinical 
record contains sufficient information to 
identify the patient clearly, to justify 
tiie diagnosis (es) and treatment, and to 
document the results accurately. All 
clinical records contain the following 
general categories of data:

(1) Documented evidence of the as­
sessment of the needs of the patient, of 
an appropriate plan of care, and, of the 
care and services provided,

(2) Identification data and consent 
forms,

(3) Medical history,
(4) Report of physical examinations, 

if any,
(5) Observations and progress notes,
(6) Reports of treatments and clinical 

findings, and
(7) Discharge summary including final 

diagnosis (es) and prognosis.
(c) Standard: Completion of records 

and centralization of reports. Current 
clinical records and those of discharged 
patients are completed promptly. All 
clinical information pertaining to a pa­
tient is centralized in the patient’s clini­
cal record. Each physican’s entries into 
the clinical record are signed by the ap­
propriate physician.

(d) Standard: Retention and preser­
vation. Clinical records are retained for a 
period of time not less than:

(1) That determined by the respective 
State statute, or the statute of limi­
tations in the State, or

(2) In the absence of a State statute:
(i) Five years after the date of dis­

charge, or (ii) In the case of a minor,

3 years after the patient becomes of age 
under State law or 5 years after the date 
of discharge, whichever is longer.

(e) Standard: Indexes. -Clinical re­
cords are indexed at least according to 
name of patient to facilitate acquisition 
of statistical medical information and 
retrieval of records for research or ad­
ministrative action.

(f ) Standard: Location and facilities. 
The organization maintains adequate 
facilities and equipment, conveniently 
located, to provide efficient processing of 
clinical records (reviewing, indexing, fil­
ing, and prompt retrieval).
§ 405.1723 Condition of participation- 

physical environment.
The building housing the organization 

is constructed, equipped, and maintained 
to protect the health and safety of pa­
tients, personnel, and the public and 
provides a functional, sanitary, and com­
fortable environment.

(а ) Standard: Safety of patients. The 
organization- satisfies the following re­
quirements :

(1) It complies with all applicable 
State and local building, fire, and safety 
codes.

(2) Permanently attached automatic 
fire-extinguishing systems of adequate 
capacity’are installed in all areas of the 
organization considered to have special 
fire hazards. Fire extinguishers are con­
veniently located on each floor of the or­
ganization. Fire regulations are promi­
nently posted. ■

(3) Doorways, passageways and stair­
wells negotiated by patients are: (i) Of 
adequate width to allow for easy move­
ment of all patients (including those on 
stretchers or in wheelchairs), (ii) free 
from obstruction at all times, and (iii) 
in the case of stairwells, equipped with 
firmly attached handrails on at least one 
side.

(4) Lights are placed at exits and in 
corridors used by patients and are sup­
ported by an emergency power source.

(5) A  fire alarm system with local 
alarm capability and, where applicable, 
an emergency power source,' is func­
tional.

(б) At least two persons are on duty 
on the premises of the organization 
whenever a patient is being treated.

(7) No occupancies or activities unde­
sirable or injurious to the health and 
safety of patients are located in the 
building.

(b) Standard: Maintenance of equip­
ment, building, and grounds. The orga­
nization establishes a written preventive- 
maintenance program to ensure:

(1) That equipment is operative, and 
is properly calibrated, and

(2) That the interior and exterior of 
the building are clean and orderly &nd 
maintained free of any defects which are 
a potential hazard to patients, person­
nel, and the public.

(c) Standard: Other environmental 
considerations. The organization pro­
vides a functional, sanitary, and com­
fortable environment for patients, per­
sonnel, and the public.
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( 1 )  P r o v i s i o n  i s  m a d e  f o r  a d e q u a t e  
a n d  c o m f o r t a b l e  l i g h t i n g  l e v e l s  i n  a l l  
a re a s ; l im i t a t i o n  o f  s o u n d s  a t  c o m f o r t  
le v e ls ;  a  c o m f o r t a b l e  r o o m  t e m p e r a t u r e ;  
a n d  a d e q u a t e  v e n t i l a t i o n  t h r o u g h  w i n ­
d ow s , m e c h a n ic a l  m e a n s ,  o r  a  c o m b in a ­
t io n  o f  b o t h .

(2) Toilet rooms, toilet stalls, and lav­
atories are accessible and constructed 
so as to allow utilization by nonambula­
tory and semiambulatory individuals.

(3) Whatever the size of the building, 
there is an adequate amount of space 
for the services provided and disabilities 
treated, including reception area, staff 
space, examining room, treatment areas, 
and storage.
§ 405.1724 Condition of participation—  

infection control.
The organization that provides outpa­

tient physical therapy services estab­
lishes an infection-control committee of 
representative professional staff with re­
sponsibility for overall infection control. 
All necessary housekeeping and mainte­
nance services are provided to maintain 
a sanitary and comfortable environment 
and to help prevent the development and 
transmission of infection.

(a) Standard: Infection-control com­
mittee. The infection-control committee 
establishes policies and procedures for 
investigating, controlling, and preventing 
infections in the organization and moni­
tors staff performance to ensure that the 
policies and procedures are executed.

(b) Standard: Aseptic and isolation 
techniques. Written effective procedures 
in aseptic techniques are followed by all 
personnel. Procedures are reviewed and 
revised annually for effectiveness and 
improvement.

(c) Standard: Housekeeping. The or­
ganization employs sufficient housekeep­
ing personnel and provides all necessary 
equipment to maintain a safe, clean, and 
orderly interior. A  full-time employee is 
designated as the one responsible for the 
housekeeping services and for supervi­
sion and training of such personnel. An 
organization that has a contract with an 
outside resource for housekeeping serv­
ices may be found to be in compliance 
with this standard provided the organi­
zation and/or outside resource meets the 
requirements of the standard.
• (d) Standard: Linen. The organiza­
tion has available at all times a quantity 
of linen essential for proper care and 
comfort of patients. Linens are handled, 
stored, processed, and transported in 
such a manner as to prevent the spread 
of infection.

(e) Standard: Pest control. The or­
ganization is maintained free from in­
sects and rodents through operation of a 
pest-control program.
§ 405.1725 Condition of participation- 

disaster preparedness.
The organization has a written plan, 

periodically rehearsed, with procedures 
to be followed in the event of an inter­
nal or external disaster and for the care 
of casualties (patients and personnel) 
arising from such disasters.
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(a) Standard: Disaster plan. The or­
ganization has an acceptable written 
plan in operation, with procedures to be 
followed in the event of fire, explosion, or 
other disaster. The plan is developed and 
maintained with the assistance of quali­
fied fire, safety, and other appropriate 
experts, and includes:

(1) Procedures for prompt transfer of 
casualties and records,

(2) Instructions regarding the loca­
tion and use of alarm systems and sig­
nals and of firefighting equipment,

(3) Information regarding methods 
of containing fire,

(4) Procedures for notification of ap­
propriate persons, and

(5) Specifications of evacuation routes 
and procedures.

(b) Standard: Staff training and drills. 
All employees are trained, as part of their 
employment orientation, in all aspects 
of preparedness for any disaster. The 
disaster program includes orientation 
and ongoing training and drills for all 
personnel in all procedures so that each 
employee promptly and correctly carries 
out his assigned role in case of a disaster.
§ 405.1726 Condition of participation—  

program evaluation.
The organization has procedures 

which provide for a systematic evalua­
tion of its total program to assure appro­
priate utilization of services and to de­
termine whether the organization’s poli­
cies are followed in providing services to 
patients through employees or under ar­
rangements with others.

(a ) Standard: Clinical-record review. 
A sample of active and closed clinical 
records is reviewed quarterly by the ap­
propriate health professionals to assure 
that established policies are followed in 
providing services.

(b) Standard: Annual statistical eval­
uation. An evaluation is conducted an­
nually of such statistical data as number 
of different patients treated, number of 
patient visits, condition on admission 
and discharge, number of new patients, 
number of patients by diagnosis(es), 
sources of referral, number and cost of 
units of service by treatment given, and 
total staff days or work hours by dis­
cipline.
Co nd itions  for Coverage: O u tpat ie n t

P h ysic al  T h erapy  Services F urnished
b y  P h ysic al  T herapists in  I ndepend­
e n t  P ractice

§ 405.1730 Conditions for coverage - 
services furnished by physical thera­
pists in independent practice——gen­
eral.

(a) In order to be covered under the 
program of health insurance for the aged 
and disabled as a supplier of outpatient 
physical therapy services, a physical 
therapist in independent practice must 
meet State licensure and requirements 
set forth in section 1861 (p) (4) of the 
Act, 42 U.S.C. 1395x(p) (4), and other re­
quirements established pursuant to this 
provision. This section of the law states 
specific requirements which must be met 
by such suppliers and authorizes the
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Secretary of Health, Education, and Wel­
fare to prescribe by regulation other re­
quirements relating to the health and 
safety of beneficiaries as may be found 
necessary.

(b) Section 1861 (p) provides in per­
tinent part as follows:

(p ) The term ‘outpatient physical therapy 
services’ means physical therapy services 
furnished by a provider o f services, a clinic, 
rehabilitation agency, or a public health 
agency, or by others under an arrangement 
with, and under the supervision of, such pro­
vider, clinic, rehabilitation agency, or public 
health agency to an individual as an outpa­
tient—

*  *  *  *  *

The term ‘outpatient physical therapy 
services’ also includes physical therapy serv­
ices furnished an individual by a physical 
therapist (in his office or in such individual’s 
home) who meets licensing and other stand­
ards prescribed by the Secretary in regula­
tions, otherwise than under an arrangement 
with and under the supervision of a provider 
of services, clinic, rehabilitation agency, or 
public health agency, if the furnishing of 
such services meets such conditions relating 
to health and safety as the Secretary may 
find necessary * * *"

(c) The requirements included in the 
statute and the additional health and 
safety requirements prescribed by the 
Secretary are set forth in the Conditions 
for Coverage for Outpatient Physical 
Therapy Services Furnished By Physical 
Therapists in Independent Practice (see 
§§ 405.1732-405.1737).
§ 405.1731 Definitions relating to physi­

cal therapists in independent practice.
As used in §§ 405.1732-405.1737, the 

following definitions apply:
(a ) Physical therapist. A person who 

is licensed as a physical therapist by the 
State in which he is practicing if the 
State licenses physical therapists, and

(1) Has graduated from a physical 
therapy curriculum approved by the 
American Physical Therapy Association, 
or by the Council on Medical Education 
and Hospitals of the American Medical 
Association, or jointly by the Council on 
Medical Education of the American 
Medical Association and the American 
Physical Therapy Association; or

(2) Prior to January 1, 1966:
(i) Was admitted to membership by 

the American Physical Therapy Asso­
ciation, or

(ii) Was admitted to registration by 
the American Registry of Physical Ther­
apists, or

(iii) Has graduated from a physical 
therapy curriculum in a 4-year college 
or university approved by a State de­
partment of education; or

(3) Has 2 years of appropriate expe­
rience as a physical therapist and has 
achieved a satisfactory grade on a pro­
ficiency examination approved by the 
Secretary except that such determina­
tions of proficiency shall not apply with 
respect to persons initially licensed by a 
State after December 31, 1977, or seek­
ing qualification as a physical therapist 
after such date; or
* (4) (i) Was licensed or registered prior 

to January 1, 1966, and
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(ii) Prior to January 1, 1970, had 15 
years of full-time experience in the treat­
ment of illness or injury through the 
practice of physical therapy in which 
services were rendered under the order 
and direction of attending and referring 
physicians; or

(5) If  trained outside the United 
States:

(1) Was graduated since 1928 from a 
physical therapy curriculum approved in 
the country in which the curriculum was 
located and in which there is a member 
organization of the World Confederation 
for Physical Therapy,

(ii) Meets the requirements for mem­
bership in a member organization of the 
World Confederation for Physical Ther­
apy,

(iii) Has 1 year of experience under the 
supervision of an active member of the 
American Physical Therapy Association, 
and

(iv) Has successfully completed a 
qualifying examination as prescribed 
by the American Physical Therapy As­
sociation.

(b) Physical therapist in independent 
practice: A  person who is licensed as a 
physical therapist by the State in which 
he is practicing, meets one of the quali­
fication requirements in paragraph (a) 
of this section, and furnishes services 
under the circumstances described in 
§ 405.232(e) (2) (ii).

(c) Supervision: The presence, at all 
times, of a qualified physical therapist 
when physical therapy services are ren­
dered in the physical therapist’s office or 
in the patient’s place of residence.
§ 405.1732 Condition for coverage - 

compliance with Federal, State, and 
local laws.

The physical therapist in independent 
practice and staff, if any, are in compli­
ance with all applicable Federal, State, 
and local laws and regulations.

(a ) Standard: Licensure of facility. In  
any State In which State or applicable 
local l&w provides for the licensing of the 
facility of a physical therapist, such fa­
cility is:

(1) Licensed pursuant to such law; or
(2) If not subject to licensure, is ap­

proved (by the agency of such State or 
locality responsible for licensing) as 
meeting the standards established for 
such licensing.

(b) Standard: Licensure or registra­
tion of personnel. The physical therapist 
in independent practice and staff, if any, 
are licensed or registered in accordance 
with applicable laws. _
§ 405.1733 Condition for coverage—  

physician’s direction and plan of 
care.

Patients in need of outpatient physical 
therapy services are accepted for treat­
ment by file physical therapist in inde­
pendent practice only on the order of a 
physician who indicates anticipated goals 
and is responsible for the general medi­
cal direction of such services as part of 
the total care of the patient. For each 
patient, there is a written plan of care 
established and periodically reviewed by 
the physician.
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(a ) Standard: Medical findings and 
physician's orders. The following is made 
available to the physical therapist, prior 
to or at the time of initiation of treat­
ment:

(1) The patient’s significant past 
history,

(2) Diagnosis(es),
(3) Physician’s orders,
(4) Rehabilitation goals and potential 

for their achievement,
(5) Contraindications, if any,
(8) The extent to which the patient is 

aware of the diagnosis (es) and prognosis, 
and

(7) Where appropriate, the summary 
of treatment rendered and results 
achieved during previous periods of phys­
ical therapy services or institutionaliza­
tion.

(b) Standard: Plan of care. For each 
patient there is a written plan of care 
established by the physician which indi­
cates anticipated goals and specifies the 
type, amount, frequency, and duration of 
physical therapy services. Where appro­
priate, the plan is developed in consulta­
tion between the physical therapist and 
the patient’s attending physician. The 
plan of care and results of treatment are 
reviewed once every 30 days, or more 
often if required, by the attending phy­
sician and the physical therapist; and 
the indicated action is taken.

(e) Standard: General medical direc­
tion. Patients are seen by a physician at 
least once every 30 days. General medical 
direction at appropriate intervals is evi­
dent from the clinical record.

(d) Standard: Notification of physi­
cian. The attending physician is.prompt- 
ly notified of any changes in the patient’s 
condition. If  changes are required in 
the plarrof care, such changes are ap­
proved by such physician and noted in 
the clinical record.
§ 405.1734 Condition for coverage - 

physical therapy services.
The physical therapist in independent 

practice provides an adequate program 
of physical therapy services and has the 
facilities and equipment necessary to car­
ry out the services offered.

(a) Standard: Adequate program:The 
physical therapist will be considered to 
have an adequate physical therapy pro­
gram when services can be provided, 
utilizing therapeutic exercise and the 
modalities of heat, cold, water, and elec­
tricity; patient evaluations are con­
ducted; and tests and measurements of 
strength, balance, endurance, range of 
motion, and activities of daily living are 
administered.

(b ) Standard: Supervision of physical 
therapy services. Physical therapy serv­
ices are provided by, or under the super­
vision of, a qualified physical therapist.
§ 405.1735 Condition for coverage— co­

ordination o f services with other or­
ganizations, agencies, or individuals.

The physical therapy services provided 
by the physical therapist in independent 
practice are coordinated with the health 
and medical services provided to the pa­
tient by organizations, agencies, or in­
dividuals.

(a) Standard: Exchange of clinical 
records and reports. When a patient is 
receiving or has recently received health 
and medical services from providers, or­
ganizations, physicians, or others that 
are related to and that may involve the 
physical therapy program, the physical 
therapist shall, on a regular basis, ex­
change with such providers, organiza­
tions, physicians, or others in accordance 
with § 405.1736(a) documented informa­
tion which has a bearing on the patient’s 
health and welfare so as to ensure that 
services effectively complement one an­
other.
§ 405.1736 Condition for coverage- 

clinical records.
The physical therapist in independent 

practice maintains clinical records on all 
patients in accordance with accepted 
professional standards and practices. The 
clinical records are completely and ac­
curately documented, readily accessible, 
and systematically organized to facilitate 
retrieving and compiling information.

(a ) Standard: Protection of clinical 
record information. Clinical-record in­
formation is recognized as confidential 
and is safeguarded against loss, destruc­
tion, or unauthorized use. Written pro­
cedures govern use and removal of rec­
ords and include conditions for release of 
information. A  patient’s written consent 
is required for release of information not 
authorized by law.

(b) Standard: Content. The clinical 
record information. Clinical record in­
record contains sufficient Information to 
identify the patient clearly, to justify the 
diagnosis (es) and treatment, and to doc­
ument the results accurately. All clini­
cal records contain the following general 
categories of data:

(1) Documented evidence of the assess­
ment of the needs of the patient, of an 
appropriate plan of care, and of the care 
and services provided,

(2) Identification data and consent 
forms,

(3) Medical history,
(4) Report of physical examination(s), 

if any,
(5 ) Observations and progress notes,
(6) Reports of treatments and clinical 

findings, and
(7) Discharge summary including final 

diagnosis (es) and prognosis.
(c) Standard: Completion of records 

and centralization of reports. Current 
clinical records and those of discharged 
patients are completed promptly. All 
clinical information pertaining to a pa­
tient is centralized in the patient’s clini­
cal record.

(d) Standard: Retention and preser­
vation. Clinical records are retained for 
a period of time not less than:

(1) That determined by the respective 
State statute or the statute of limita­
tions in the State, or

(2) In the absence of a State statute:
(i) 5 years after the date of discharge 
or, (ii) in the case of a minor, 3 years 
after the patient becomes of age under 
State law, or 5 years after the date of 
discharge, whichever is longer.
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(e) Standard: Indexes. Clinical rec­
ords are indexed at least according to 
Perrin of patient to facilitate acquisition 
of statistical clinical information and re­
trieval of records for administrative 
action.
§ 405.1737 Condition for coverage—  

physical environment.
The physical environment of the office 

and/or facility of the physical therapist 
in independent practice affords a func­
tional, sanitary, safe, and comfortable 
surrounding for patients, personnel, and 
the public.

(a) Standard: Building construction. 
The construction of the building housing 
the physical therapy office meets all ap­
plicable State and local building, fire, 
and safety codes.

(b) Standard: Maintenance of the 
physical therapy office and equipment. 
There is established a written preventive- 
maintenance program to ensure that 
equipment is operative and that the 
physical therapy office is clean and 
orderly. All essential mechanical, elec­
trical, and patient-care equipment is 
maintained in safe operating condition, 
and is properly calibrated.

(c) Standard: Other environmental 
considerations. The building housing the 
physical therapy office is accessible to, 
and functional for, patients, personnel, 
and the public. Written effective proce­
dures in aseptic techniques are followed 
by all personnel and such procedures are 
reviewed annually, and when necessary, 
revised.

(d) Standard: Emergency procedures. 
The physical therapist is aware of the 
possibility of the occurrence of fire and 
other non-medical emergencies and has 
documented: (1) A  means of providing 
for safe patient egress from the physical 
therapy office and the building housing 
the office, such means being demon­
strated by fire exit signs, etc., and (2) 
Other such provisions necessary to en­
sure the safety of patients.

2. Section 405.1230 is revised to read as 
follows:
§ 405.1230 Condition of participation: 

Qualifying to provide outpatient 
physical therapy or speech pathology 
services.

(a) Section 1861 (p) of the Social Secu­
rity Act provides in pertinent part as 
follows:

(p) The term “outpatient physical therapy 
services” means physical therapy services 
furnished by a provider of services, a clinic, 
a rehabilitation agency, or a public health 
agency, or by others under an arrangement 
with* and under-‘the supervision of, such 
provider, clinic, rehabilitation agency, or 
public health agency to an individual as an 
outpatient—.

* * * * *
The term “outpatient physical therapy 

services” also includes speech pathology 
services furnished by a provider o f services, 
a clinic, rehabilitation agency, or by a public 
nealth agency, or by others under an ar- 
angement with, and under the supervision 

or, such provider, clinic, rehabilitation 
gency, or public health agency to an individ- 

uai as an outpatient, subject to the condi- 
ous prescribed in this subsection.

(b ) As a provider of services, a home 
health agency may qualify to provide 
outpatient physical therapy or speech 
pathology services if such agency meets 
the statutory requirements of section 
1861(o) of the Act and complies with 
other health and safety requirements 
prescribed by the Secretary for, home 
health agencies, and, additionally, is in 
compliance with applicable health and 
safety requirements pertaining to rendi­
tion of outpatient physical therapy or 
speech pathology services. The applicable 
health and safety requirements pertain­
ing to outpatient physical therapy or 
speech pathology services are included in 
the conditions of participation in Sub­
part Q of this part. (See §§405.1717, 
405.17f8, 405.1719, 405.1721, 405.1723, and 
405.1725.)

3. Section 405.232(e) (2) (iii) is revised 
to read as follows:
§ 405.232 Medical and other health serv­

ices; conditions, limitations, and ex­
clusions.
* * * * 1 *

(e) * * *
(2) The outpatient physical therapy 

services described in § 405.231(1) (2) 
shall include only those items and serv- 
, ices:

* * * *
(iii) Furnished by a physical therapist 

licensed by the State in which the items 
and services were furnished and who 
meets the other qualifications set out in 
§ 405.1702(d).

* * * * *
[FR Doc.76-14707 Filed 5-20-76-8:45 am]

[Regulations No. 16]

PART 416— SUPPLEMENTAL SECURITY 
INCOME FOR THE AGED, BLIND, AND 
DISABLED

Reimbursement to States for Interim As­
sistance Payments, Cost-of-Living Adjust­
ments in Benefits
On November 12, 1975, there was pub­

lished in the F ederal R egister (40 FR  
52742) a Notice of Proposed Rule Making 
with proposed amendments to Subparts 
D and E and the establishment of a new 
Subpart S, Regulations No. 16. The 
amendments to Part 416 implement the 
interim assistance and cost-of-living 
provisions of Pub. L. 93-368, enacted 
August 7, 1974. Section 5 of Pub. L. 93- 
368 amends Section 1631 of the Social 
Security Act to permit the Social Secu­
rity Administration to enter into an 
agreement with a State whereby such 
State would be reimbursed for interim 
assistance payments made to or on behalf 
of an individual (subsequently deter­
mined to be eligible) during the period 
such individual’s application fof supple­
mental security income benefits is pend­
ing. Section 6 of Pub. L. 93-368 provides 
for cost-of-living adjustments in the sup­
plemental security income benefit stand­
ards in conjunction with and by the same 
percentage as benefits under Title II of 
the Act are increased in accordance with 
section 215 (i) of the Act. Interested per­
sons were given the opportunity to sub­

mit, within 30 days, data, views or argu­
ments with regard to the proposed 
changes.

The only comments received during 
the comment period concerned the new 
Subpart S. The following comments were 
made regarding the new Subpart:

1. One recommendation was for, an ad­
dition to Subpart S authorizing the So­
cial Security Administration to provide 
information to State and local govern­
ments on the status of supplemental se­
curity income cases where the applicant 
has applied for interim assistance. Fur­
nishing interim status reports would not 
be administratively feasible, and the de­
lays it would cause in processing time 
would only hinder the Social Security 
Administration’s ability to respond 
promptly to the needs of the individual. 
Also, a comment was made in response to 
§ 416.1906(c), which provides that an ap­
plicant’s written authorization to with­
hold benefits due him for purposes of 
reimbursing the State of the interim as­
sistance furnished him is in effect until 
fhe Social Security Administration has 
made a final determination on his claim. 
The commenter stated that if an appli­
cation is denied, no provision is made for 
informing the local social service dis­
tricts of this fact on a timely basis. How­
ever, current operating instructions pro­
vide for the notification of State and 
local governments whether a claim for 
supplemental security income has been 
allowed or denied. A sentence has been 
included in § 416.1906(c) to reflect this 
policy.

2. Two commenters recommended that 
the provisions of the interim assistance 
legislation be applied to all State or local 
funded assistance (e.g., AFDC) regard­
less of whether federal funding is also 
involved. However, section 1631(g) (3) of 
the Social Security Act and the related 
legislative history indicate that the term 
“interim assistance” with respect to any 
individual refers only to assistance 
financed totally from State or local funds. 
Therefore, no change has been made.

3. Section 416.1911(b)(1) provides 
that if payment to the State by the 
Social Security Administration in re­
imbursement for interim assistance for 
an individual is greater than the amount 
of the interim assistance granted, the 
State is required to pay the excess 
amount to the individual no later than 
ten working days from receipt of the 
payment. Two comments were made that 
in order to comply with this requirement, 
the award letter needs to accompany the 
payment. Administrative problems in 
this area are recognized and work is 
being done to assist the State to resolve 
them. Nevertheless, section 1631(g)(4)
(A ) of the Social Security Act expressly 
requires the State to pay the excess 
amount to the individual within ten 
working days.

4. A comment was made questioning 
the provision in § 416.1911(b) (2) which 
requires the State to refund the excess 
amount to the Social Security Admin­
istration if the State is unable to pay the 
excess to the individual. In the case of 
a deceased individual, the commenter
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felt that the excess should be paid to the 
decedent’s estate. Section 1631(b) of the 
Act provides that the Social Security Ad­
ministration can only pay on underpay­
ments involving supplemental security 
Income underpayments to the individual 
or his eligible spouse. There is no provi­
sion in the statute for paying supple­
mental security income benefits to an 
indiyidual’s estate. Accordingly, § 416.542
(b ) of the regulations provides that no 
underpayment may be paid to the estate 
of any underpaid recipient or to any sur­
vivor other than the living-with eligible 
spouse. Therefore, § 416.1911(b) (2) pro­
vides that if payment cannot be made to 
the individual the excess should be re­
turned to the Social Security Adminis­
tration so that it may be handled under 
the generally applicable rules.

5. One comment indicated that the 
States do not always receive reimburse­
ment when the Social Security Admin­
istration erroneously sends the initial 
benefit check to the individual instead of 
the State Agency. It was recommended 
that the Social Security Administration 
have the responsibility to ensure that 
reimbursement is made to the State, re­
gardless of whether the Social Security 
Administration can recoup those funds- 
erroneously sent to the individual. Sec­
tion 1631(g) of the Social Security Act 
only authorizes the Secretary, under cer­
tain conditions and if the applicant so 
elects to make the first payment of 
supplemental security income benefits, 
which he has determined to be due, to 
a  State or to a political subdivision. Even 
If the Social Security Administration 
makes a mistake and sends the first pay­
ment of supplemental security income 
benefits to the individual rather than to 
the State, there is no liability provided 
for in the agreements between the Secre­
tary and the State, nor does any such 
Federal liability seem to have been in­
tended by Congress when it enacted the 
interim assistance provisions.

After due consideration of the com­
ments received, the amendments are 
hereby adopted as so revised and are set 
forth below.
(Secs. 1102, 1611(b), 1617, 1631(d), and 1631
(g ) of the Social Security Act, 49 Stat. 647, 
as amended, 86 Stat. 1466, as amended, 88 
Stat. 422, 86 Stat. 1475, 88 Stat. 420; 42 UJS.C. 
1302, 1382(b), 1382(f), 1383(d), and 1383 
(g)->

Effective date. The amendments shall 
be effective May 21,1976.
(Catalog o f Federal Domestic Assistance Pro­
grams No. 13.807, Supplemental Security In ­
come Program.)

Dated: April 5,1976.
J. B. Cardw ell,

Commissioner of Social Security.
Approved: May 12,1976.

M arjorie L y n c h ,
Acting Secretary of Health, 

Education, and Welfare.
Part 416 of Chapter III  of Title 20 of 

the Code of Federal Regulations is 
amended as follows:

1. A  new § 416.405 is added to read as 
follows:

§ 416 .405 C ost-o f-liv ing  adjustm ents in  
benefits.

Whenever benefit amounts under title 
n  of the Act (Part 404 of this Chapter) 
are increased by any percentage effective 
with any month as a result of a deter­
mination made under section 215(i) of 
the Act, each of the dollar amounts in 
effect for such month under §§ 416.410, 
416.412, 416.413, 416.432(c) and 416.531, 
as specified in such sections or as previ­
ously increased under this section, shall 
be increased by the same percentage (and 
rounded on an annual basis, when not a 
multiple of $1.20 to the next higher 
multiple of $1.20), effective with respect 
to benefits for months after such month.

2. Section 416.410 is revised to read 
as follows:
§ 416.410 Amount of benefits; eligible 

individual.
The benefit under this part for an 

eligible individual who does not have 
an eligible spouse, who is not in an in­
stitution (see § 416.231), who is not liv­
ing in the household of another under 
the conditions set forth in § 416.1125, and 
who is not a qualified individual (as de­
fined in § 416.242), shall be payable at 
the rate of $1,680 per year ($420 per 
quarter, $140 per month) for the period 
ending June 30, 1974, at the rate of $1,- 
752 per year ($438 per quarter, $146 per 
month) for the period beginning July 1, 
1974, and ending June 30, 1975, and at 
the rate of $1892.40 per year ($473.10 per 
quarter, $157.70 per month) for the re­
mainder of 1975 and any calendar year 
thereafter (however, see § 416.405 with 
respect to cost-of-living, increases) re­
duced by the amount of such individual’s 
income not excluded pursuant to Sub- 
part K  of this part.

3. Section 416.412 is revised to read as 
follows:
§ 416.412 Amount of benefits; eligible 

couple.
The benefit under this part for an 

eligible couple neither of whom is in an 
institution (see § 416.231) nor is living in 
the household of another under the con­
ditions set forth in § 416.1125, nor is a 
qualified individual (as defined in 
§ 416.242), shall be payable at the rate of 
$2,520 per year ($630 per quarter, $210 
per month) for the period ending June 
30, 1974, at the rate of $2,628 per year 
($657 per quarter, $219 per month) for 
the period beginning July 1, 1974, and 
ending June 30, 1975, -and at the rate of 
$2,839.20 per year ($709.80 per quarter, 
$236.60 per month) for the remainder of 
1975 and any calendar year thereafter 
(however, see § 416.405 with respect to 
cost-of-living increases) reduced by the 
amount of income not excluded pursuant 
to Subpart K  of this part, of such in­
dividual and spouse. (See § 416.502.)

4. Section 416.413 is revised to read 
as follows:
§ 416.413 A m o u n t o f  ben e fits ; q u a li­

fied  ind ividual.

A  qualified individual (as defined in 
§ 416.242) will receive in addition to the

amount ' specified in § 416.410 or 
§ 416.412, as applicable, $70 per month 
for the period ending June 30, 1974, $73 
per month for the period beginning July 
1, 1974, and ending June 30, 1975, and 
$78.90 per month for the remainder of 
1975 and any calendar year thereafter 
(however, see S 416.405 with respect to 
cost-of-living increases) for each essen­
tial person (as defined in § 416.243) liv­
ing in his household. (See §§ 416.531 and 
416.532.)

5. In § 416.432 paragraph (c) is re­
vised-to read as follows:
§ 416.432 Change in eligibility status 

within a quarter involving a couple; 
eligibility exists in all months of the 
quarter.
* * * * *

(c) When one member of a couple is 
in an institution and subject to payment 
reduction for Medicaid (§416.231), and 
the other member of the couple is living 
in the household of another and receiv­
ing support and maintenance from that 
person, the rate of payment for such 
couple shall be $1,420 per year ($355 per 
quarter, $118.34 per month) for the pe­
riod ending June 30, 1974, at the rate of 
$1,468 per year ($367 per quarter, $122.34 
per month) for the period beginning 
July 1, 1974, and ending June 30, 1975, 
and at the rate of $1561.60 per year 
($390.40 per quarter, $130.14 per month) 
for the remainder of 1975 and any calen­
dar year thereafter (however, see § 416.- 
405 with respect to cost-of-living in­
creases) . These amounts are based on 
the sum of $25 and the reduction of the 
rate of payment for an individual by one- 
third (i/3). This rate of payment shall 
then be reduced by the amount of in­
come not excluded pursuant to Subpart 
K  of this part, of such individual and 
spouse and paid in accordance with 
§ 416.502. As in paragraph (b) of this 
section, no more than $25 shall be paid 
to the institutionalized member of the 
couple.

* * * # 8f8 *

6. A new § 416.525 is added to read as
follows: -
§ 416.525 Reimbursement to States for 

interim assistance payments.
Notwithstanding § 416.542, the. Social 

Security Administration may, in accord­
ance with the provisions of Subpart S 
of this part, withhold supplemental se­
curity income benefits due with respect 
to an individual and may pay to a State 
(or political subdivision thereof, if agreed 
to by tiie Social Security Administra­
tion and the State) from the benefits 
withheld, an amount sufficient to reim­
burse the State (or political subdivision) 
for interim assistance furnished on be­
half of the individual.

7. Section 416.531 is revised to read as 
follows:
§ 416.531 Standard of payment based 

on existence of an essential person.
In determining the amount of the sup­

plemental security income standard of 
payment to any qualified individual (see 
§ 416.242), for months after December
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1973, such standard shall be increased 
to take into account the needs of an 
essential person (see § 416.243). The 
amount of such increase shall be at the 
rate of $840 per year, in the case of any 
period prior to July 1974, at the rate of 
$876 per year for the period beginning 
July 1, 1974, and ending June 30, 1975, 
and at the rate of $946.80 per year 
($236.70 per quarter, $78.90 per month) 
for the remainder of 1975 and any calen­
dar year thereafter (however, see § 416.- 
405 with respect to cost-of-living in­
creases) . The total amount due the quali­
fied individual will be computed in ac­
cordance with section 1611 of the Act. 
The resulting monthly payment will be 
made to the qualified individual. If State 
records appropriately identify two or 
more essential persons for a qualified in­
dividual, an increment of $70 per month 
for the period ending June 30,1974, ($73 
for the period beginning July 1, 1974, 
and ending June 30, 1975, and $78.90 for 
the remainder of 1975 and any calendar 
year thereafter) shall be added to the 
qualified individual’s standard of pay­
ment for each such essential person 
(however, see § 416.405 with respect to 
cost-of-living increases).

8. Section 416.533 is revised to read as 
follows:
§ 416.533 Transfer or assignment of 

benefits.
Except as provided in § 416.525 and 

Subpart S of this part, the Social Secu­
rity Administration shall not certify pay­
ment of supplemental security income 
benefits to a transferee or assignee of a 
person eligible for such benefits under 
the Act. The Social Security Adminis­
tration shall not certify payment of sup­
plemental security income benefits to any 
person claiming such payment by vir­
tue of an execution, levy, attachment, 
garnishment, or other legal process or 
by virtue of any bankruptcy or insolven­
cy proceeding against or affecting the 
person eligible for benefits under the 
Act.

9. A new Subpart S is added to read 
as follows :

Subpart S— Interim Assistance Provisions: 
Agreements; Payments

Sec.
416.1901 Purpose and scope.
416.1906 General provisions and definitions. 
aio Uterini assistance agreements. 
416.1916 Effective period for reimbursement 

to States for Interim assistance. 
416.1921 Hearings and review.
416.1926 Term o f the agreement.

i r i ^ H° RITT: Secs- 1102’ 1611(b), 1617, 16 
h+ + 1661(g) o f the Social Security Act, 
»tat. 647, as amended, 86 Stat. 1466, 
^ en5ed, 88 Stat. 422, 86 Stat. 1475, 88 Sti 
1383(g) U S'° '  18° 2’ 1 3 8 2 1382f> 1383 (c

Subpart S— Interim Assistance Provisior 
Agreements; Payments

§ 416.1901 Purpose and scope.

subpart implements section 161 
pi,», r «  Ac* tedded by section .5 * 
S r«sL' 9J r368) which permits the S< 

ai Security Administration to enter ii 
to an agreement with a State wherel

such State (or a political subdivision of 
the State) would be reimbursed for in­
terim assistance payments furnished an 
applicant for supplemental security in­
come benefits upon the written authori­
zation of such applicant to withhold 
benefits due for the purpose of reimburs­
ing tiie State (or political subdivision) 
for the interim assistance furnished.
§ 416.1906 General provisions and defi­

nitions.
(a) General provisions. Notwithstand­

ing § 416.542, the Social Security Admin­
istration may, upon receipt of written 
authorization by an individual or a prop­
er party executing an application on his 
behalf (see §416.310), withhold supple­
mental security income benefits due with 
respect to that individual and may pay 
to a State (or political subdivision there­
of if agreed to by the Social Security 
Administration and the State) from the 
benefits withheld, an amount sufficient 
to reimburse the State (or political sub­
division) for interim assistance furnished 
on behalf of the individual.

(b) Definitions. For purposes of this 
subpart:

(1) “Authorization” means an author­
ization which is written and is in a form 
which is acceptable to the Social Secu­
rity Administration and legally accepta­
ble in the State from which, the individ­
ual received interim assistance;

(2) "Benefits” with respect to any in­
dividual means supplemental security in­
come benefits under title XVI of the 
Act, and any State supplementary pay­
ments under section 1616 of the Act or 
section 212 of Pub. L. 93-66 which the 
Social Security Administration makes on 
behalf of a State (or political subdivi­
sion thereof), that the Social Security 
Administration has determined to be 
due with respect to the individual at the 
time the Social Security Administration 
makes the first payment of benefits. A  
cash advance made pursuant to § 416.520 
shall not be considered as the first pay­
ment of benefits for purposes of the pre­
ceding sentence;

(3) “Interim assistance" with respect 
to any individual means assistance, in­
cluding vendor payments, financed from 
State or local funds and furnished for 
meeting basic needs during the period 
beginning with the month in which the 
individual filed an application for bene­
fits and for which such individual was 
eligible. Assistance payments financed in 
whole or in part from Federal funds (e.g., 
aid to families with dependent children) 
do not come within the meaning of in­
terim assistance.

(e) Effective life of authorization. An 
authorization is in effect until the Social 
Security Administration has made a final 
determination on the applicant’s claim. 
When an initial determination has been 
made, the Social Security Administration 
will notify the State (or political subdi­
vision) whether the applicant’s claim 
for supplemental security Income bene­
fits has been allowed or denied. I f  
the Individual’s supplemental security 
income application is denied, the denial 
is the final determination unless the in­

dividual files a timely appeal. I f  the in­
dividual applies again at a later time, a 
new authorization must be obtained.
§ 416.1911 Interim assistance agree­

ments.
In order for a State to receive reim­

bursement under the provisions of this 
subpart, the State shall have in effect 
an interim assistance agreement with 
the Social Security Administration 
which shall provide that:

(a ) The Social Security Administra­
tion will make payments to the State (or 
political subdivision) pursuant to the 
provisions of this subpart and § 416.525; 
and

(b) If the Social Security Administra­
tion makes payment to the State (or po­
litical subdivision) in reimbursement for 
interim assistance for an individual in 
an amount greater than the amount of 
interim assistance reimbursable under 
this subpart,

(1) The State (or political subdivision) 
shall pay to the individual the excess 
amount as soon as feasible but not later 
than 10 working days (or a shorter pe­
riod specified in the agreement) from 
the date the State (or political subdivi­
sion) receives the payment; or

(2) If the State is unable to pay the 
excess to the individual, the State shall 
refund the excess to the Social Security 
Administration; and

(c) The State will comply with such 
other rules as the Social Security Ad­
ministration finds necessary to achieve 
efficient and effective administration of 
this subpart, and to carry out the provi­
sions of this part, including the furnish­
ing of a notice to the individual of ac­
tion taken pursuant to paragraph (b) (1) 
of this section, and the protection of 
hearing rights (see § 416.1921) for any 
individual aggrieved by action taken by 
the State (or political subdivision) pur­
suant to this subpart.
§ 416.1916 Effective period for reim­

bursement to States for interim assist­
ance.

The provisions for reimbursement to 
States for interim assistance to an indi­
vidual in a State as set out in § 416.1911 
shall be effective with respect to author­
izations received by the Social Security 
Administration on or before the last day 
an agreement with such State under this 
subpart is in effect.
§ 416.1921 Hearings and review.

The provisions of Subpart N  of this 
part shall not be applicable to any dis­
agreement concerning payment by the 
Social Security Administration to a State 
Cor political subdivision) pursuant to the 
provisions of this subpart nor the 
amount retained by the State (or politi­
cal subdivision). The State shall provide 
an opportunity for a hearing to any in­
dividual aggrieved by action taken by 
the State (or political subdivision) pur­
suant to this subpart. However, provi­
sions of Subpart N  shall be applicable to 
any disagreement concerning the total 
amount of the payment made by the So­
cial Security Administration.
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§ 416.1926 Term of the agreement.
The Social Security Administration 

and the State shall mutually agree 
upon the term of agreement.

[PR  Doc.76-14708 Piled 5-20-76;8:45 am]

Title 21— Food and Drugs
CHAPTER I— FOOD AND DRUG ADMIN­

ISTRATION, DEPARTMENT OF HEALTH,
EDUCATION, AND WELFARE 

SUBCHAPTER B— FOOD AND FOOD PRODUCTS 

[Docket No. 76F-0147]

PART 121— FOOD ADDITIVES
Heptylparaben; Food Additives Permitted 

in Food for Human Consumption
The Food and Drug Administration is 

amending the food additive regulations 
to provide for safe use of heptylparaben 
in noncarbonated soft drinks and fruit- 
based beverages to inhibit microbiologi­
cal spoilage, effective May 21, 1976; ob­
jections by June 21, 1976.

Notice was given by publication in the 
F ederal R egister of October 28,1972 (37 
FR 23120), that a food additive petition 
(FAP 2H2805) had been filed by Mallinc- 
krodt Chemical Works, Washine Division, 
Lodi, NJ 07644, proposing that § 121.1186 
(21 CFR 121.1186) be amended to pro­
vide for safe use of n-heptyl p-hydroxy- 
benzoate in nonstandardized soft drinks 
and fruit-based beverages.

The Commissioner of Food and Drugs 
issued, in the F ederal R egister of Octo­
ber 30, 1974 (39 FR 38224), a regulation 
establishing “heptylparaben” as the com­
mon or usual name for n-heptyl p -hy- 
droxybenzoate.

The Commissioner, having evaluated 
the data in the food additive petition and 
other relevant material, concludes that 
§ 121.1186 (21 CFR 121.1186) should be 
amended as set forth below to provide 
for safe use of heptylparaben in noncar­
bonated soft drinks and fruit-based bev­
erages to inhibit microbiological spoilage.

Therefore, under the Federal Food, 
Drug, and Cosmetic Act (sec. 409(c) (1), 
72 Stat. 1786 (21 U.S.C. 348(c) (1 ) ) )  and 
under authority delegated to the Com­
missioner (21 CFR 2.120), § 121.1186 is 
revised to read as follows;
§ 121.1186 Heptylparaben.

(a ) The food additive heptylparaben is 
the chemical n-heptyl p-hydroxybenzo-

(b) It may be safely used to inhibit 
microbiological spoilage in accordance 
with the following prescribed conditions;

(1) In fermented malt beverages in 
amounts not to exceed 12 parts per mil­
lion.

(2) In noncarbonated soft drinks and 
fruit-based beverages In amounts not to 
exceed 20 parts per million, when stand­
ards of identity established under sec­
tion 401 of the act (21 U.S.C. 341) do not 
preclude such use..

Any person who will be adversely af­
fected by the foregoing regulation may 
at any time on or before June 21, 1976, 
file with the Hearing Clerk, Food and 
Drug Administration, Rm. 4-65, 5600

Fishers Lane, Rockville MD 20852, writ­
ten objections thereto. Objections shall 
show wherein the person filing will be ad­
versely affected by the regulation, spec­
ify with particularity the provisions of 
the regulation deemed objectionable, and 
state the grounds for the objections. If  
a hearing is requested, the objections 
shall state the issues for the hearing, 
shall be supported by grounds factually 
and legally sufficient to justify the relief 
sought, and shall include a detailed de­
scription and analysis of the factual in­
formation intended to be presented in 
support of the objections in the event 
that a hearing is held. Six copies of all 
documents shall be filed and should be 
identified with the Hearing Clerk docket 
number found in brackets in the head­
ing of this regulation. Received objec­
tions may be seen in the above office dur­
ing working hours, Monday through Fri­
day.

Effective date. This regulation shall be­
come effective May 21,1976.
(Sec. 409(c)(1), 72 Stat. 1786 (21 U.S.C. 
348 (c )(1 )).)

Dated; May 14,1976.
Sam  D. F in e ,

Associate Commissioner 
for Compliance.

[FR Doc.76-14879 Piled 5-20-76;8:45 am]

Title 24— Housing and Urban Development
CHAPTER III— GOVERNMENT NATIONAL 

MORTGAGE ASSOCIATION 
[Docket No. R-76-210]

PART 300— GENERAL 
List of Attorneys-in-Fact

Section 300.11 is amended to add addi­
tional names to the list of attomeys-in- 
fact authorized to act on behalf of the 
Association and to remove two names 
from the current list.

Notice ánd public procedure on this 
amendment are unnecessary and im­
practicable because of the large volume 
of legal documents that must be executed 
on behalf of the Association in connec­
tion with its recent auctions of 
mortgages.
§ 300.11 [Amended]

1. Paragraph (c) of § 300.11 is amended 
by deleting the following names from the 
current list of attomeys-in-fact:

Name and Region

Stephen C. Crabb, Dallas, Texas 
W. J. Gerard, Los Angeles, California

2. Paragraph (c) of § 300.11 is further 
amended by adding the following names 
in alphabetical sequence to the current 
list of attomeys-in-fact:

Name and Region

H. D. Banks, Atlanta, Georgia 
Diane E. Cozad, Los Angeles, California 
S. C. Crabb, Dallas, Texas 
Helen M. Eltzeroth, Atlanta, Georgia 
R. L. Shanteau, Atlanta, Georgia 
Mary Simpson, Dallas, Texas 
Samuel M. Smith, in, Atlanta, Georgia 
E. A. Taylor, Atlanta, Georgia

Effective date: This amendment shall 
be effective on May 21,1976.

It is hereby certified that the economic 
and inflationary impacts of this regula­
tion have been carefully evaluated in 
accordance with OMB Circular A-107,

D avid M . deW ild e , 
President, Government National 

Mortgage Association.
[PR Doc.76-14895 Piled 5-20-76;8:45 am)

Title 26— Internal Revenue
CHAPTER I— INTERNAL REVENUE SERV­

ICE, DEPARTMENT OF THE TREASURY
SUBCHAPTER A— INCOME TAX 

[T.D. 7421]

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

SUBCHAPTER F—  PROCEDURE AND 
ADMINISTRATION

PART 301— PROCEDURE AND 
ADMINISTRATION

Notification of Interested Parties Regarding 
Qualification of Certain Retirement Plans
Preamble. On June 4, 1975, a notice of 

proposed rule making with respect to 
the amendments of the Income Tax 
Regulations (26 CFR Part 1) relating to 
notification of interested parties regard­
ing the qualification of certain retire­
ment plans under section 7476 of the 
Internal Revenue Code of 1954, as added 
by section 1041(a) of the Employment 
Retirement Income Security Act of 1974 
(88 Stat. 949), was published in the 
F ederal R egister (40 FR 24011). A cor­
rection notice was published in the Fed­
eral R egister (40 FR 24527) on June 9, 
1975. On July 14, 1975, a notice of pro­
posed rule making with respect to the 
amendments of the Income Tax Regu­
lations (26 CFR Part 1) relating to the 
notice of determination regarding quali­
fication of certain retirement plans, also 
under section 7476 of the Internal 
Revenue Code of 1954, was published in 
the F ederal R egister (40 FR 29553).

Under section 3001 (a) of the Employee 
Retirement Income Security Act of 1974 
(88 Stat. 995), before the Internal Reve­
nue Service may issue an advance deter­
mination whether a pension, profit-shar­
ing or stock bonus plans, a trust which 
is a part of such a plan, an annuity plan, 
or bond purchase plan described in sec­
tion 401(a), 403(a), or 405(a) of the 
Code is exempt from taxation, the appli­
cant must provide the Internal Revenue 
Service with satisfactory evidence that 
such applicant has notified each em­
ployee qualifying as an interested party 
under the regulations prescribed under 
section 7476(b) (1) of the Code of the ap­
plication for such determination.

Under section 7476(b) (2) of the Code, 
if the petitioner for a declaratory judg­
ment concerning the status of certain re­
tirement plans was the applicant for an 
advance determination by the Internal 
Revenue Service of such status, the Tax 
Court may hold the filing of a pleading 
for such declaratory judgment to be pre­
mature unless the petitioner establishes 
to the satisfaction of the Tax Court that 
such petitioner has notified all interested 
parties of such application for an ad­
vance determination.
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