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8. Request by Napa County Employees FCU 
to Convert to a Community Charter.

t im e  a n d  d a t e : 9:00 a.m., Tuesday, July 
26,1988..
PLACE: Filene Board Room, 7th Floor, 
1776 G. Street, NW., Washington, DC 
20456.
s t a t u s : Closed..
MATTERS TO BE CONSIDERED:

1. Approval of minutes of previous closed 
meetings.

2. Requests for exemption from
§ 701.21(h){2){ii), NCUA rules and 
regulations. Closed pursuant to 
exemptions (8) and (9)(A)(ii).

3. Administrative action under section 208 of
the Federal Credit Union Act. Closed 
pursuant to exemptions (8) and (9)(A)(ii).

4. Administrative action under section 206 of
the Federal Credit Union Act. Closed 
pursuant to exemptions (5), (7), and (8).

5. Proposed reorganization of ADP Oversight
Committee. Closed pursuant to 
exemption (2).

6. NCUA’s FY 89 and FY 90 Budgets. Closed
pursuant to exemptions (2) and (9){B).

7. Personnel Actions. Closed pursuant to
exemptions (2) and (6).

FOR MORE INFORM ATION CONTACT: Becky 
Baker, Secretary of the Board,
Telephone (202) 357-1100.
Becky Baker,
S e cre ta ry  o f  th e B oa rd .
[FR Doc. 88-16457 Filed 7-18-88; 3:12 pmj 
BILLING CODE 7535-01-M



27450

Corrections

This section of the FEDERAL REGISTER 
contains editorial corrections of previously 
published Presidential, Rule, Proposed 
Rule, and Notice documents and volumes 
of the Code of Federal Regulations.
These corrections are prepared by the 
Office of the Federal Register. Agency 
prepared corrections are issued as signed 
documents and appear in the appropriate 
document categories elsewhere in the 
issue.

DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 

7 CFR Part 1079

I Docket No. AO-295-A38-; DA-88-111]

Milk in the Iowa Marketing Area; 
Hearing on Proposed Amendments to 
Tentative Marketing Agreement and 
Order

Correction
In proposed rule document 88-15877 

beginning on page 26446 in the issue of 
Wednesday, July,13,1988, make the 
following correction:

§ 1079.2 [Corrected]
On page 26446, in the third column, in 

§ 1079.2(c), in the first line, after 
“Clark,” insert “Grundy,”.
BILLING CODE 1505-01-D

DEPARTMENT OF AGRICULTURE

Agricultural Stabilization and 
Conservation Service
Commodity Credit Corporation

7 CFR Part 1421

Price Support and Production 
Adjustment Programs

Correction
In rule document 88-11362 beginning 

on page 20280 in the issue of Friday, 
June 3,1988, make the following 
corrections:

On page 20287, in the third column, in 
the 16th and 18th lines, “§ 1421.16” 
should read “§ 1421.18”.
BILLING CODE 1505-01-D

ENVIRONMENTAL PROTECTION 
AGENCY

[OPTS-41029; FRL-3381-7]

Twenty-second Report of the 
Interagency Testing Committee to the 
Administrator; Receipt of Report and 
Request for Comments Regarding 
Priority List of Chemicals

Correction
In notice document 88-11254 beginning 

on page 18196 in the issue of Friday,
May 20,1988, make the following 
corrections:

1. On page 18203, in the second 
column, in the ninth line, “B-Methyl” 
should read “B-Methyl”.

Federal Register 

Voi. 53, No. 139 

Wednesday, July 20, 1988

2. On page 18204, in the third column, 
in the sixth line under the equation, 
“<260'C” should read “> 260 'C ”.

3. On the same page, in the same 
column, in the 18th line under the 
equation, “Procter” was misspelled.

4. On page 18207, in the second 
column, the 19th line from the bottom 
should read: “Log Adsorption 
C oefficient (log

5. On page 18208, in the second 
column, in the first complete paragraph, 
the 21st line should read “0.35 ug/L of 
these compounds (Ref. 5,”.
BILLING CODE 1505-01-D

DEPARTMENT OF HEALTH AND 
HUMAN SERVICES

Food and Drug Administration
[Docket No. 88N-0242]

Hydrocortisone Acetate and 
Pramoxine Hydrochloride; Drugs for 
Human Use; Proposal To Withdraw 
Approval; Opportunity for a Hearing

Correction
In notice document 88-14876 beginning 

on page 25813 in thè issue of Friday, July
1,1988, make the following corrections:

1. On page 25013, in the first column, 
under s u m m a r y , in the 13th line, 
between “that”and “hydrochloride” 
insert “pramoxine”.

2. On the same page, in the third 
column, at the beginning of the fourth 
and sixth lines, “Cream” should read 
“Lotion”.
BILLING CODE 1505-01-D
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Department of the 
Treasury
Bureau of Alcohol, Tobacco and Firearms

27 CFR Part 55
Explosive Materials in the Fireworks 
Industry; Notice of Proposed Rulemaking
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DEPARTMENT OF THE TREASURY

Bureau of Alcohol, Tobacco and 
Firearms

27 CFR Part 55
[Notice No. 665; re Notice No. 530]

Explosive Materials in the Fireworks 
Industry

a g e n c y : Bureau of Alcohol, Tobacco 
and Firearms (ATF), Treasury. 
a c t io n : Notice of proposed rulemaking.

s u m m a r y : The Bureau of Alcohol, 
Tobacco and Firearms (ATF) proposes 
to amend regulations in 27 CFR Part 55 
to modify certain regulations and add 
new sections in Subpart K dealing with 
storage to specifically address the 
fireworks industry.

The proposed regulations are a result 
of increased concern about the number 
and severity of explosions which have 
occurred on the premises of special 
fireworks industry members and recent 
tests on certain stored fireworks 
explosive materials. 
d a t e : Written comments must be 
received by September 19,1988. 
a d d r e s s e s : Send written comments to: 
Chief, Firearms and Explosives 
Operations Branch, Bureau of Alcohol, 
Tobacco and Firearms, P.O. Box 189, 
Washington, DC 20044-0189. Copies of 
the written comments received in 
response to this notice will be available 
for public inspection during normal 
business hours at: ATF Reading Room, 
Room 4406, Ariel Rios Federal Building, 
1200 Pennsylvania Avenue, NW., 
Washington, DC.
FOR FURTHER INFORM ATION CONTACT: 
Lawrence White, ATF Specialist, 
Firearms and Explosives Operations 
Branch, Bureau of Alcohol, Tobacco and 
Firearms, (202) 566-7591. 
SUPPLEMENTARY INFO RM ATION: The 
Bureau of Alcohol, Tobacco and 
Firearms (ATF) has become increasingly 
concerned about the number and 
severity of explosions which have 
occurred on the premises of special 
fireworks plants. Serious explosions 
have occurred which resulted in multiple 
deaths, serious injuries, damage to 
surrounding property, and the partial or 
complete destruction of special 
fireworks factories.

ATF is particularly concerned about 
the safe storage of special fireworks 
explosive materials. These are large 
fireworks designed primarily for the 
purpose of producing visible or audible 
pyrotechnic effects by combustion, 
deflagration, or explosion. They are 
classified as Class B explosives by the

Department of Transportation in 49 CFR 
173.88(d).

Most explosions occur while 
explosive materials are held in a 
building or area during an assembly 
process. The quantity and type of 
special fireworks explosive materials 
allowed to be held outside an approved 
storage magazine and in a building or 
area during an assembly process have 
not been the subject of specific 
regulations.

During May of 1985, the Bureau of 
Mines conducted tests for ATF to 
determine the sensitivity of special 
fireworks explosive materials to an 
accidental explosion when in storage. 
The results of these tests showed that 
special fireworks explosive materials 
are more sensitive to an accidental 
explosion than previously believed. As a 
result of these tests and industry 
recommendations, ATF published ATF 
Rul. 85-13, A.T.F.Q.B. 1985-3,47, to 
provide that:

(1) No more than 10 pounds of flash 
powder used in special fireworks may 
be kept outside of an approved 
magazine and in any one processing 
building or area during a day’s 
assembling operations;

(2) No more than 500 pounds of other 
explosive materials may be kept outside 
of an approved magazine and ip any one 
processing building or area during a 
day’s assembling operations; and

(3) Holding up to 10 pounds of flash 
powder or 500 pounds of other explosive 
materials used in special fireworks 
beyond the completion of the workday 
will require that the processing building 
or area be located in accordance with 
the table of distance requirements of 27 
CFR 55.218.

The proposed regulations incorporate 
the provisions of this ruling by 
restricting the amount of flash powder 
and other explosive materials used in 
fireworks that may be kept outside of an 
approved magazine and in a processing 
building or area during a day’s 
manufacturing or assembling operations. 
Quantities in excess of these amounts 
are not within the exemption in 27 CFR 
55.205 for explosive materials “in the 
process of manufacture’’ and must be 
stored in approved magazines.

The proposed regulations also require 
that dry explosive powders and 
mixtures, and finished and unfinished 
special fireworks in a manufacturing, 
assembly, or processing premises at the 
conclusion of a day’s operations, are not 
“in the process of manufacture” or 
“being handled in the operating 
process” for the purposes of 27 CFR 
55.205. Thus, flash powder and other 
explosive materials used in fireworks 
must be stored in approved magazines.

ATF is also proposing by this notice to 
extend the high explosives classification 
to flash powder and bulk salutes for 
storage purposes since they can be 
made to detonate by means of a blasting 
cap when unconfined. Under the 
proposed regulations “bulk salutes^ 
means unfinished salutes and finished 
salutes which are segregated from other 
special fireworks. However, when 
finished salutes have been packed into 
shipping containers with other special 
fireworks, they are subject to the same 
storage requirements as for low 
explosives.

It is anticipated that the 
reclassification of flash powder and 
bulk salutes as high explosives for the 
purpose of storage will have an adverse 
economic impact on a number of 
fireworks industry members.

Specifically, some industry members 
will incur a one-time cost of upgrading 
or purchasing a magazine to store 
fireworks explosive materials. Further, 
certain industry members have premises 
where a magizine could not be located 
to comply with the American Table of 
Distances.

These industry members would need 
to relocate their plant premises, reduce 
capacity or purchase or lease magazines 
at a location other than their existing 
premises to and from which their 
explosive materials would be 
transported. Therefore, to lessen the 
impact on existing industry members, 
ATF is proposing to allow a 12-month 
period from the effective date of these 
regulations for existing industry 
members to comply with the high 
explosives storage requirements for 
flash powder and bulk salutes.

In addition to incorporating the 
provisions of ATF Ruling 85-13 and 
extending the high explosives 
classification to flash powder and bulk 
salutes, ATF is proposing by the notice
(1) to establish new "minimum 
separation of distance” tables 
applicable to fireworks plants, fireworks 
process buildings, and fireworks plant 
magazines, (2) to incorporate provisions 
of ATF Rul. 79-8, A.T.F.Q.B. 1979-1, 27, 
relating to the recording of the quantity 
and description of special fireworks, 
and (3) to remove the recordkeeping 
requirement for licensees and permittees 
selling or disposing of exempt quantities 
of black powder.

The proposal relating to black powder 
would implement provisions of Pub. L. 
No. 99-308,100 Stat. 449 (1986). Public 
Participation—Written Comments ATF 
is issuing this notice of proposed 
rulemaking to request comments 
concerning this proposed amendment of 
27 CFR Part 55 and the initial regulatory
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flexibility analysis. ATF is particularly 
interested in receiving any available 
detailed economic impact data during 
the comment period so that a final 
economic impact analysis can be made.

ATF will not recognize any material 
or comments as confidential. Comments 
may be disclosed to the public. Any 
material which the respondent considers 
to be confidential or inappropriate for 
disclosure to the public should not be 
included in the comment. The name of 
any person submitting a comment is not 
exempt from disclosure.

Any interested person who desires an 
opportunity to comment orally at a 
public hearing should submit his or her 
request, in writing, to the Director within 
the 60-day comment period. The request 
should include reasons why the 
respondent believes a public hearing is 
necessary. The Director reserves the 
right to determine whether a public 
hearing should be held.

Executive Order 12291
In compliance with Executive Order 

12291,46 F R 13193 (1981), ATF has 
determined that this final rule is not a 
“major rule” since it will not result in:

(a) An annual effect on the economy 
of $100 million or more;

(b) A major increase in costs or prices 
for consumers, individual industries, 
Federal, State or local government 
agencies, or geographic regions; or

(c) Significant adverse effects on 
competition, employment, investment, 
productivity, innovation, or on the 
ability of United States-based 
enterprises to compete with foreign- 
based enterprises in domestic or export 
markets.

Regulatory Flexibility Act
The provisions of the Regulatory 

Flexibility Act relating to an initial and 
final regulatory flexibility analysis (5 
U.S.C. 603,604) are applicable to this 
proposal. An initial regulatory flexibility 
analysis has been prepared and reads as 
follows.

Initial Regulatory Flexibility Analysis 
for Explosive Materials in the Fireworks 
Industry—Regulations (27 CFR Part 55)

Rationale fo r  Agency Action
The law (18 U.S.C. 841-848) sets forth 

a Federal responsibility over the 
importation, manufacture, distribution, 
and storage of explosive materials, 
Regulations implementing the law 
contain the procedural and substantive 
requirements relative to, among other 
things, the storage of explosive 
materials. There has been an increase in 
the number and severity of explosions 
on the premises of special fireworks

plants and ATF is particularly 
concerned about the safe storage of 
special fireworks, explosive materials. 
The quantity and type of special 
fireworks explosive materials allowed 
to be held outside an approved storage 
magazine and in a building or area 
during an assembly process have not 
been subject to specific regulations.

O bjective and Legal B asis o f  the 
Proposed Rule

A. O bjective basis. The objective 
basis of the proposed regulations is to 
extend the high explosives classification 
to certain special fireworks explosive 
materials for the purpose of storage and 
to establish new minimum separation of 
distance tables applicable to fireworks 
plants, fireworks process buildings, and 
fireworks plant storage magazines.

B. Legal basis. The legal basis for the 
proposed regulations is found in 18 
U.S.C. 847. This law gives the Secretary 
of the Treasury broad discretion to 
enact rules and regulations reasonably 
necessary for the importation, 
manufacture, distribution, and safe 
storage of explosive materials.

Further, Section 846 of Title 18 
authorizes the Secretary to prescribe 
precautionary measures to prevent the 
recurrence of accidental explosions in 
which explosive materials were 
involved. Treasury Department Order 
No. 120-01 dated June 6,1972, effective 
July 1,1972, (formerly No. 221) delegated 
to the Bureau of Alcohol, Tobacco and 
Firearms the function of administering 
such regulations.

C. Estim ate o f  num ber o f  sm all 
entities e ffec ted  and types. It is 
estimated that this document will affect 
about 300 small entities involved in the 
fireworks industry.

D etailed Estim ate and D escription o f  
the Reporting, R ecordkeeping and  
Com pliance Requirem ents A nticipated

A. Reporting requirem ents. The 
proposed regulations in this document 
will not affect reporting requirements.

B. R ecordkeeping requirem ents. The 
proposed regulations in this document 
will not affect recordkeeping 
requirements.

C. Com pliance requirem ents. The 
compliance requirements of the 
proposed regulations were determined 
by a survey conducted to determine the 
possible economic impact on the 
fireworks industry in requiring 
increased standards for the storage and 
handling of fireworks explosive 
materials. Approximately 50 percent of 
the 300 industry members were 
surveyed to arrive at projected costs in 
implementing the proposed regulations.

Two types of costs to fireworks 
industry members were projected in 
implementing the proposed regulations. 
A one time cost of upgrading or 
purchasing a magazine to store certain 
fireworks explosive materials would 
average about 2,500 dollars for an 
estimated 62 industry members for a 
total of 155,000 dollars.

The other cost, involving an estimated 
29 industry members, is more difficult to 
establish. These industry members have 
premises on which storage magazines 
could not comply with the American 
Table of Distances. Based on their 
current levels of operation, these 
industry members would need to 
relocate their plant premises or 
purchase or lease magazines at a 
location other than their existing 
premises to and from which the 
explosive materials would be 
transported. The recurring annual costs 
to each of these 29 industry members 
may be as much as 5,000 dollars per 
year.

Conflicting, D uplicative or Overlapping 
F ederal Rules

None of the requirements of these 
proposed regulations will conflict, 
duplicate, or overlap other Federal rules.

A lternatives

A. Multitiering. This concept was not 
used because the proposed regulations 
involve requirements protecting the 
public safety in the storage of special 
fireworks explosive materials applicable 
to all persons involved in the fireworks 
industry.

B. Sim plification o f  requirem ents. The 
requirements as they are proposed were 
determined to be the minimum 
necessary to improve the safe storage of 
special fireworks explosive materials.

C. Perform ance standards. This 
concept was utilized by recognizing the 
economic impact on any industry 
member required to upgrade an existing 
storage facility to the standards for high 
explosives or to acquire a new high 
explosives storage magazine. ATF is 
proposing to allow a 12-month period 
from the effective date of these 
regulations for existing industry 
members to comply with the high 
explosives storage requirements for 
flash powder and bulk salutes.
However, existing licensees or 
permittees who must file a new license 
or permit application for new or 
additional premises, or any new 
applicant desiring to enter into the 
fireworks business after the effective 
date of these regulations shall comply 
with the high explosives storage
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requirements before the application is 
approved.

D. Exemption o f sm all entities. The 
law does not authorize exemption of any 
entity from the requirements.

Paperwork Reduction Act

The provisions of the Paperwork 
Reduction Act of 1980, Pub. L. 96-511, 44 
U.S.C. Chapter 35, and its implementing 
regulations, 5 CFR Part 1320, do not 
apply to this notice because no 
requirement to collect information is 
proposed.

List of Subjects in 27 CFR Part 55

Administrative practice and 
procedure. Authority delegation, 
Customs duties and inspection, 
Explosives, Hazardous materials, 
Imports, Penalties, Reporting and 
recordkeeping requirements, Safety, 
Security measures, Seizures and 
forfeitures, Transportation, and 
Warehouses.

Drafting Information

The principal author of this document 
is Lawrence White, ATF Specialist, 
Firearms and Explosives Operations 
Branch, Bureau of Alcohol, Tobacco and 
Firearms.

Obsolete Explosive Materials Rulings

The provisions of the following ATF 
Rulings and Procedures are either 
incorporated into or are obsoleted by 
the proposed regulations: ATF Rul. 79-8, 
A.T.F.Q.B. 1979-1, 27; ATF Rul. 85-13, 
A.T.F.Q.B. 1985-3, 47; and Industry 
Circular 82-8, dated July 13,1982.

Authority and Issuance

27 CFR Part 55—Com m erce in 
Explosives is proposed to be amended 
as follows:

PART 55—[AMENDED]

Paragraph 1. The authority citation for 
Part 55 continues to read as follows:

Authority: 18 U.S.C. 847.

Par. 2. Section 55.11 is amended by 
revising the definition of ammunition to 
correct a misspelled word, and adding 
definitions for bulk salutes, bullet- 
sensitive explosive materials, common 
fireworks, fireworks, fireworks plant, 
flash powder, fireworks mixing building, 
fireworks nonprocess building, 
fireworks process building, fireworks 
plant warehouse, fireworks shipping 
building, pyrotechnic compositions, 
salute, screen barricade, and special 
fireworks to read as follows:

§ 55.11 Meaning of terms.

Ammunition. Small arms ammunition 
or cartridge cases, primers, bullets, or 
smokeless propellants designed for use 
in small arms, including percussion 
caps, and %2 inch and other external 
burning pyrotechnic hobby fuses. The 
term does not include black powder.
*  *  *  *  *

Bulk salutes. Salute components prior 
to final assembly into aerial shells, and 
finished salute shells held separately 
prior to being packed with other types of 
special fireworks.

Bullet-sensitive explosive m aterials. 
Explosive materials that can be 
exploded by 150-grain M2 ball 
ammunition having a nominal muzzle 
velocity of 2700 fps (824 mps) when fired 
from a .30 caliber rifle at a distance of 
100 ft (30.5 m), measured perpendicular. 
The test material is at a temperature of 
70 to 75 degrees F (21 to 24 degrees C) 
and is placed against a Vss inch (12.4 mm) 
steel backing plate.
★ *  *  *  *

Common firew orks. Any small 
firework device designed to produce 
visible effects by combustion and which 
must comply with the construction, 
chemical composition, and labeling 
regulations of the U.S. Consumer 
Product Safety Commission, as set forth 
in Title 16, Code of Federal Regulations, 
Parts 1500 and 1507. Some small devices 
designed to produce audible effects are 
included, such as whistling devices, 
ground devices containing 50 mg or less 
of explosive materials, and aerial 
devices containing 130 mg or less of 
explosive materials. Common fireworks 
are classified as Class C explosives by 
the U.S. Department of Transportation 
(DOT).
★  Up *  *  ★

Fireworks. Any composition or device 
designed to produce a visible or an 
audible effect by combustion, 
deflagration, or detonation, and which 
meets the definition of “common 
fireworks” or “special fireworks” 
described by U.S. Department of 
Transportation in 49 CFR 173.88 and 
173.100.

Firew orks mixing building. Any 
building or area used primarily for 
mixing and blending pyrotechnic 
compositions.

Firew orks nonprocess building. Any 
office building, fireworks plant 
warehouse, or other building or area in a 
fireworks plant where no fireworks, 
pyrotechnic compositions or explosive 
materials are processed or stored.

Firew orks plant. All land and 
buildings thereon used for or in 
connection with the assembly or 
processing of fireworks, including

warehouses used with or in connection 
with fireworks plant operations.

Firew orks plant warehouse. Any 
building or structure used exclusively 
for the storage of materials which are 
neither pyrotechnic compositions nor 
explosive materials used to assemble 
fireworks.

Firew orks process building. Any 
mixing building; any building in which 
pyrotechnic compositions or explosive 
materials is pressed or otherwise 
prepared for finish and assembly; any 
finishing or assembly building; or any 
building in which fireworks are 
prepared for shipment, or any area 
where such activities occur.

Firew orks shipping building. A 
building used for the packing of assorted 
special fireworks into shipping cartons 
for individual public displays and for the 
loading of packaged displays for 
shipment to purchasers.

Flash powder. An explosive material 
intended to produce an audible report 
and a flash of light when ignited and 
typically containing potassium 
perchlorate, sulfur or antimony sulfide, 
and aluminium metal.
★  * * # ♦

Pyrotechnic com positions. A chemical 
mixture which, upon burning and 
without explosion, produces visible, 
brilliant displays, bright lights, or 
sounds.
* * * * *

Salute. An aerial shell, classified as a 
special firework, that contains a charge 
of flash powder and is designed to 
produce a flash of light and a loud report 
as the pyrotechnic effect.

Screen barricade. Any barrier that 
will contain the embers and debris from 
a fire or deflagration in a process 
building, thus preventing propagation of 
fire to other buildings or areas. Such 
barriers may be constructed of metal 
roofing, V* to V2 inch (6 and 13 mm) 
mesh screen, or equivalent material. The 
barrier extends from floor level to a 
height such a straight line from the top 
of any side wall of the donor building to 
the eave line of any exposed building 
intercepts the screen at a point not less 
than 5 feet (1.5 m) from the top of the 
screen. The top 5 feet (1.5 m) of the 
screen is inclined towards the donor 
building at an angle of 30 to 45 degrees.★  * * * *

S pecial firew orks. Large fireworks 
designed primarily to produce visible or 
audible effects by combustion, 
deflagration, or detonation. This term 
includes, but is not limited to, salutes 
containing more than 2 grains (130 mg) 
of explosive materials, aerial shells 
containing more than 40 grams of



Federal Register /  Vol. 53, No. Wednesday, July 20, 1988 /  Proposed Rules 27455pyrotechnic compositions, and other display pieces which exceed the limits of explosive materials for classification as “ common fireworks.”  Special fireworks are classified as Class B explosives by the U .S . Department of Transportation.* _ * * * *Par. 3. Section 55.26(a)(2) is revised to 
read as follows:

§ 55.26 Prohibited shipment, 
transportation, or receipt of explosive 
materials.(a ) * * *
* * * * *

(2) The lawful purchase by a 
nonlicensee or nonpermittee of 
commercially manufactured black 
powder in quantities not to exceed 50 
pounds, if the black powder is intended 
to be used solely for sporting, 
recreational, or cultural purposes in 
antique firearms or in antique devices.
* * * * *

Par. 4. Section 55.105 is amended by 
revising paragraph (g) to read as 
follows:

§ 55.105 Distributions to nonlicensees and 
nonpermittees.
* * * * *

(g) A licensee or permittee disposing 
or surplus stock may sell or distribute 
commercially manufactured black 
powder in quantities of 50 pounds or 
less to a nonlicensee or nonpermittee if 
the black powder is intended to be used 
solely for sporting, recreational, or 
cultural purposes in antique firearms or 
in antique devices.Par. 5. Section 55.122 is amended by revising paragraphs (b)(4) and (5) and
(c)(4) and (5) and removing paragraph (f) to read as follows:
§ 55.122 Records maintained by licensed 
importers.
*  *  *  *  *(b) * * *
* * * * *

(4) Quantity (applicable quantity units, such as pounds of explosives, number of detonators, number or special fireworks, etc.).
(5) Description (dynamite (dyn), blasting agents (ba), detonators (det), special fireworks (sf), etc.) and size (length and diameter or diameter only of special fireworks).
(c) * * *

* * * * *
(4) Quantity (applicable quantity units, such as pounds of explosives, number of detonators, number of special fireworks, etc.).
(5) Description (dynamite (dyn), blasting agents (ba), detonators (det), special fireworks (sf), etc.) and size

(length and diameter or diameter only or 
special fireworks).
★ * * * *

Par. 6. Section 55.123 is amended by 
revising paragraphs (b)(3) and (4), (c)(4) 
and (5) and (d)(2) and (3) and by 
removing paragraph (g) to read as 
follows:

§ 55.123 Records maintained by licensed 
manufacturers.
* * * * *

(b) * * *
* * * * *

(3) Quantity (applicable quantity 
units, such as pounds or explosives, 
number of detonators, number of special 
fireworks, etc.).

(4) Name, brand name or description 
(dynamite (dyn), blasting agents (ba), 
detonators (det), special fireworks (sf), 
etc.) and size (length and diameter or 
diameter only of special fireworks).

(c) * * *
* * * * *

(4) Quantity (application quantity 
units, such as pounds of explosives, 
number of detonators, number of special 
fireworks, etc.).

(5) Description (dynamite (dyn), 
blasting agents (ba), detonators (det), 
special fireworks (sf), etc.) and size 
(length and diameter or diameter only of 
special fireworks). 
* * * * *(d ) * * ** * * * *

(2) Quantity (applicable quantity 
units, such as pounds of explosives, 
number of detonators, number of special 
fireworks, etc.).

(3) Description (dynamite (dyn), 
blasting agents (ba), detonators (det), 
special fireworks (sf), etc.) and size 
(length and diameter or diameter only of 
special fireworks). 
* * * * *

Par. 7. Section 55.124 is amended by 
revising paragraphs (b) (4) and (5) and
(c) (4) and (5) and by removing 
paragraph (g) to read as follows:

§55.124 Records maintained by licensed 
dealers.
* * * * *

(b) * * *
* * * * *

(4) Quantity (applicable quantity 
units, such as pounds of explosives, 
number of detonators, number of special 
fireworks, etc.).

(5) Description (dynamite (dyn), 
blasting agents (ba), detonators (det), 
special fireworks (sf), etc.) and size 
(length and diameter or diameter only of 
special fireworks).* * * * *

(c) * * *
* * * * *

(4) Quantity (applicable quantity 
units, such as pounds of explosives, 
number of detonators, number of special 
fireworks, etc.).

(5) Description (dynamite (dyn), 
blasting agents (ba), detonators (det), 
special fireworks (sf), etc.) and size 
(length and diameter or diameter only of 
special fireworks). 
* * * * *

Par. 8. Section 55.125 is amended by 
removing paragraph (b)(3) and 
paragraph (f), by revising paragraph (c) 
(4) and (5), and redesignating paragraph 
(g) as paragraph (f) to read as follows:

§ 55.125 Records maintained by licensed 
manufacturers-limited and permittees. 
* * * * *

(c) * * *
* * * * *

(4) Quantity (applicable quantity 
units, such as pounds of explosives, 
number of detonators, number of special 
fireworks, etc.).

(5) Description (dynamite (dyn), 
blasting agents (ba), detonators (det), 
special fireworks (sf), etc.) and size 
(length and diameter or diameter only of 
special fireworks). 
* * * * *

Par. 9. Section 55.127 is revised to 
read as follows:

§ 55.127 Daily summary of magazine 
transactions.

In taking the inventory required by 
§§ 55.122, 55.123, 55.124, and 55.125, a 
licensee or permittee shall enter the 
inventory in a record of daily 
transactions to be kept at each 
magazine of an approved storage 
facility; however, these records may be 
kept at one central location on the 
business premises if separate records of 
daily transactions are kept for each 
magazine. Not later than the close of the 
next business day, each licensee and 
permittee shall record by manufacturer’s 
name or brand name, the total quantity 
received in and removed from each 
magazine during the day, and the total 
remaining on hand at the end of the day. 
Quantity entries for special fireworks 
may be expressed as the number and 
size of individual special fireworks in a 
finished state or as the number of 
packaged display segments or packaged 
displays. Information as to the number 
and size of special fireworks contained 
in any one packaged display segment or 
packaged display shall be provided to 
any ATF officer on request. Any 
discrepancy which might indicate a theft 
or loss of explosive materials is to be 
reported in accordance with § 55.30.
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§ 55.130 [Removed]
Par. 10. Section 55.130 is removed.
Par. 11. Section 55.141(b) is revised to 

read as follows:

§ 55.141 Exemptions.
H  it  Hr Hr - . Hr

(b) Black powder. Except for the 
provisions applicable to persons 
required to be licensed under Subpart D, 
this part does not apply with respect to 
commercially manufactured black 
powder in quantities not to exceed 50 
pounds, percussion caps, safety and 
pyrotechnic fuses, quills, quick and slow 
matches, and friction primers, if the 
black powder is intended to be used 
solely for sporting, recreational, or 
cultural purposes in antique firearms, as 
defined in 18 U.S.C. 921(a)(16) or antique 
devices, as exempted from the term 
“destructive devices” in 18 U.S.C. 
921(a)(4).

Par. 12. Section 55.201 is amended by 
revising paragraph (a) and adding new 
paragraphs (d) and (e) to read as 
follows:

§ 55.201 General.
(a) Section 842(j) of the Act and 

§ 55.29 of this part require that the 
storage of explosive materials by any 
person must be in accordance with the 
regulations in this part. Further, section 
848 of this Act authorizes regulations to 
prevent the recurrence of accidental 
explosions in which explosive materials 
were involved. The storage standards 
prescribed by this subpart confer no 
right or privileges to store explosive 
materials in a manner contrary to State 
or local law.
Hr Hr Hr Hr *

(d) The regulations set forth in
§ § 55.221 through 55.224 pertain to the 
storage of special fireworks, pyrotechnic 
compositions and explosive materials 
used in assembling fireworks.

(e) The provisions of § 55.202(a) 
classifying flash powder and bulk 
salutes as high explosives are 
mandatory after (30-days from the date 
of publication of the final rule in the 
Federal Register): Provided, That those 
persons who hold licenses or permits 
under this part on that date shall, with 
respect to the premises covered by such 
licenses or permits, comply with the 
high explosives storage requirements for 
flash powder and bulk salutes by (12- 
months from the effective date of the 
final rule published in the Federal 
Register).

Par. 13. Section 55.202 is amended to 
revise paragraphs (a) and (b) to read as 
follows:

§ 55.202 Classes of explosive materials.
it it it  it it

(a) High explosives. Explosive 
materials which can be caused to 
detonate by means of a blasting cap 
when unconfined (for example, 
dynamite, flash powders, and bulk 
salutes). See also § 55.201(e).

(b) Low explosives. Explosive 
materials which can be caused to 
deflagrate when confined (for example, 
black powder, safety fuses, igniters, 
igniter cords, fuse lighters, and “special 
fireworks” defined as Class B 
explosives by U.S. Department of 
Transportation regulations in 49 CFR 
Part 173, except for bulk salutes).
*  *  *  it  *

Par. 14. Section 55.206 is amended by 
revising paragraph (b) to read as 
follows:

§55.206 Location of magazines.
♦  it it  Hr it

(b) Outdoor magazines in which low 
explosives are stored must be located no 
closer to inhabited buildings, passenger 
railways, public highways, or other 
magazines in which explosive materials 
are stored, than the minimum distances 
specified in the table of distances for 
storage of low explosives in § 55.219, 
except that the table of distances in 
§ 55.224 shall apply to the minimum 
distances for the storage of special 
fireworks from these locations. The 
distances shown in § 55.219 may not be 
reduced by the presence of barricades.
Hr Hr Hr Hr Hr

Par. 15. Section 55.221 is added to 
read as follows:

§ 55.221 Requirements for special 
fireworks, pyrotechnic compositions, and 
explosive materials used in assembling 
fireworks.

(a) Special fireworks, pyrotechnic 
compositions and explosive materials 
used to assemble fireworks shall be 
stored at all times as required by this 
subpart unless they are in the process of 
manufacture, assembly, packaging, or 
are being transported.

(b) No more than 500 pounds (227 kg) 
of pyrotechnic compositions or 
explosive materials are permitted at one 
time in any fireworks mixing building, 
any building or area in which the 
pyrotechnic compositions or explosive 
materials are pressed or otherwise 
prepared for finishing or assembly, or 
any finishing or assembly building. All 
pyrotechnic compositions or explosive 
materials not in immediate use will be 
stored in covered, non-ferrous 
containers.

.(c) The maximum quantity of flash 
powder permitted in any fireworks 
process building is 10 pounds (4.5 kg).

(d) All dry explosive powders and 
mixtures, partially assembled special 
fireworks, and finished special 
fireworks shall be removed from 
fireworks process buildings at the 
conclusion of a day’s operations and 
placed in approved magazines.

Par. 16. Sections 55.222 through 55.224 
are added to read as follows:

§ 55.222 Table of distances between 
fireworks process buildings and between 
fireworks process and fireworks 
nonprocess buildings.

Net weight of fireworks 
(pounds)1

Special
fireworks
(feet)2

Common 
fireworks 
(feet)3

0 to 100......................... 57 37
101 to 200..................... 69 37
201 to 300..................... 77 37
301 to 400...................... 85 M W  ' 37
401 to 500................ . 91 37
Above 500..................... Not Not

permit
ted 4 8

permit
ted4 8

1 Net weight is the weight of all pyrotechnic com
positions, and explosive materials and fuse only.

2 The distances in this column apply only with 
natural or artificial barricades. If such barricades are 
not used, the distances must be doubled.

3 While common fireworks in a finished state are 
not subject to regulation, explosive materials used to 
manufacture or assemble such fireworks are subject 
to regulation. Thus, fireworks process buildings 
where common fireworks are being processed must 
meet these requirements.

4 A maximum of 500 pounds of in-process pyro
technic compositions or explosive materials, either 
loose or in partially-assembled fireworks, is permitted 
in any fireworks process building. Finished special 
fireworks may not be stored in a fireworks process 
building.

8 A maximum of 10 pounds of flash powder, either 
in loose form or in assembled units, is permitted in 
any fireworks process building. Quantities in excess 
of 10 pounds must be kept in an approved maga
zine.

§ 55.223 Table of distances between 
fireworks process buildings and other 
specified areas.

Distance F rom Pa ssen g er  Railways, 
Public Highw ays, F irew o rks  Plant 
Buildings Used  To S to re  Common 
F irew o r k s , Magazines and F ire
w o r k s  S hipping B uildings, and In
habited  B uildings 1 2

Net weight of fireworks 
(pounds)3

Special
fireworks

(feet)

Common 
fireworks 
(feet)4

0 to 100................................. 200 25
101 to 200............................. 200 50
201 to 300............................. 200 50
301 to 400....................... .... 200 50
401 to 500............................. 200 50
Above 500................. „.......... Not Not

permitted permitted

1 This. table does not apply to the separation 
distances between fireworks process buildings (see 
§55.222) and between magazines (see §§55.218 
and 55.224).

2 The distances in this table apply with or without 
artificial or natural barricades or screen barricades.
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However, the use of barricades is highly recom
mended.

3 Net weight is the weight of all pyrotechnic com
positions, and explosive materials and fuse only.

4 While common fireworks in a finished state are 
not subject to regulation, explosive materials used to 
manufacture or assemble such fireworks are subject 
to regulation. Thus, fireworks process buildings 
where common fireworks are being processed must 
meet these requirements.

§ 55.224 Table of distances for the 
storage of special fireworks (except bulk 
salutes).

Net weight of fireworks 
(pounds)1

Distance
between
magazine

and
inhabited
building,
passen

ger
railway, 

or public 
highway 
(feet) 2 3

Distance 
between 
maga
zines 

(feet)4

0 to 1000............................... 150 100
1001 to 5,000....................... . 230 150
5001 to 10,000...................... 300 200
Above 10,000......................... Use table 

§55.218

1 Net weight is the weight of all pyrotechnic com
positions, and explosive materials and fuse only.

2 For fireworks storage magazines in use prior to 
(30-days from the date of publication of the final rule 
in the Fe d e r a l  Re g is t e r ), the distances in this 
table may be halved if property barricaded between 
the magazine and potential receptor sites.

3 This table does not apply to the storage of bulk 
salutes. Use table at § 55.218.

4 For the purposes of applying this table, the term 
"magazine" also includes fireworks shipping build
ings for special fireworks.

Signed: June 2,1988.
Stephen E. Higgins,
Director.

Approved: July 1,1988.
Salvatore R. Martoche,
Acting Assistant Secretary for Enforcement. 
[FR Doc. 88-16087 Filed 7-19-88; 8:45 am] 
BILLING CODE 4810-31-M
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DEPARTMENT OF DEFENSE

GENERAL SERVICES 
ADMINISTRATION

NATIONAL AERONAUTICS AND 
SPACE ADMINISTRATION

48 CFR Parts 5, 6, 9,13,14,15,17,19, 
22, 23, 25, 30, 31, 35, 42, 45, 47, 52, and 
53
[Federal Acquisition Circular 84-38]

Federal Acquisition Regulation (FAR); 
Miscellaneous Amendments
AGENCIES: Department of Defense (DoD), General Services Administration (GSA), and National Aeronautics and Space Administration (NASA).
ACTION: Interim rule with request for comments and final rule.
s u m m a r y : Federal Acquisition Circular 
(FAC) 84-38 amends the Federal 
Acquisition Regulation (FAR) with 
respect to the following: Research and 
Development Contract Procedures 
(Broad Agency Announcements); 
Changes to the Government 
Procurement Code; Subcontracting 
Plants; Fast Payment Procedures; 
Furnishing Foreign Items under Small 
Business-Small Purchase Set-Asides;
Use of Standard Form 99; Clarification 
of Status of Omission of Clean Air and 
Water Acts Clauses; Capitalization 
Threshold; Insurance Discount Factors; 
Symposia Costs; Parcel Post Shipments; 
Definition of Special Test Equipment;
Fly America Act Clause; Evaluation 
Factors; and Integrity of Unit Prices. 
d a te s : Effective Dates: August 19,1988, 
except as follows:Item II— (Section 5.301 and Parts 14,
15,17 and 25)—August 1,1988.

Items XIII and IX—(Sections 30.404-63 
and 30.416-63)—September 19,1988.

Comment Date: Comments on the 
interim rule, Section 5,301 and Parts 14, 
15,17, and 25, should be submitted to 
the FAR Secretariat at the address 
shown below on or before September
19,1988, to be considered in the 
formulation of a final rule. Please cite 
Item II, FAC 84-38, in all 
correspondence on this subject.
FOR FURTHER INFORMATION CONTACT:
Ms. Margaret A. Willis, FAR Secretariat, 
Room 4041, GS Building, Washington,
DC 20405, (202) 523-4755. 
SUPPLEMENTARY INFORMATION:

A. Paperwork Reduction Act
F A C  84-38, Item s I  thru X III. The 

Paperwork Reduction Act (Pub. L. 96- 
511) does not apply because these final 
rules do not impose any reporting or 
recordkeeping requirements or

collection of information from offerors, 
contractors, or members of the public 
which require the approval of OMB 
under 44 U.S.C. 3501, et seq.
B. Regulatory Flexibility Act

F A C  84-38, Item I. DoD, GSA, and 
NASA certify that this final rule will not 
have a significant economic impact on a 
substantial number of small entities 
under the Regulatory Flexibility Act, 5 
U.S.C. 601, et seq., because the rule is 
directed toward achieving uniformity in 
internal procedures used by Federal 
agencies in soliciting and awarding 
contracts for basic research, and in 
awarding contracts based upon receipt 
of unsolicited research proposals. 
Procedures will benefit small entities 
providing research services to multiple 
Federal agencies. An Initial Regulatory 
Flexibility Analysis was performed and 
submitted to the Chief Counsel for 
Advocacy of the Small Business 
Administration and comments were 
invited from small entities and other 
interested parties. No comments were 
received that addressed the Initial 
Regulatory Flexibility Analysis. 
Accordingly, the Councils have not 
prepared a Final Regulatory Flexibility 
Analysis for the final rule.

F A C 84-38, Item II. Executive Order 
12260 (December 31,1980) implemented 
the Agreement on Government 
Procurement pursuant to Title III of the 
Trade Agreements Act of 1979 (19 U.S.C. 
2511-2518 and Section 301 of Title 3 of 
the United States Code). By November
16,1987, final acceptance of certain 
amendments was notified by all parties 
to the Agreement on Government 
Procurement. The interim rule 
implements the changes in the Federal 
Acquisition Regulation. The changes 
pertain to the extension of the 
applicability of the Trade Agreements 
Act to leases of designated country end 
products, not just purchases. In addition, 
the determination of applicability of the 
Act to a particular acquisition is now 
based on the estimated value of the 
acquisition, not the offers received. 
Other corresponding changes are being 
made to comply with requirements for 
synopses of award and notification to 
unsuccessful offerors. This interim rule, 
therefore, is not expected to have a 
significant economic impact on a 
substantial number of small entities 
within the meaning of the Regulatory 
Flexibility Act, 5 U.S.C. 601, et seq. An 
Initial Regulatory Flexibility Analysis 
has, therefore, not been performed. 
Comments are invited from small 
businesses and other interested parties. 
Comments from small entities 
concerning the affected FAR sections 
will also be considered in accordance

with Section 610 of the Act. Such 
comments must be submitted separately 
and cite FAR Case 88-610 in all 
correspondence.

F A C  84-38, Items III, VI, VII, X I, X II, 
and X III. The Regulatory Flexibility Act 
(Pub. L. 96-354) does not apply because 
each revision is not a “significant 
revision” as defined in FAR 1.501-1; i.e., 
it does not alter the substantive meaning 
of any coverage in the FAR having a 
significant cost or administrative impact 
on contractors or offerors, or a 
significant effect beyond the internal 
operating procedures of the issuing 
agencies. Accordingly, and consistent 
with section 1212 of Pub. L. 98-525 and 
section 302 of Pub. L. 98-577 pertaining 
to publication of proposed regulations 
(as implemented in FAR Subpart 1.5, 
Agency and Public Participation), 
solicitation of agency and public views 
on the revisions is not required. Since 
such solicitation is not required, the 
Regulatory Flexibility Act does not 
apply.

F A C  84-38, Item IV . It is expected that 
this final rule will have a significant 
impact on a substantial number of small 
entities under the Regulatory Flexibility 
Act (5 U.S.C. 601, et seq.). A Final 
Regulatory Flexibility Analysis has been 
prepared and will be submitted to the 
Chief Counsel for Advocacy of the Small 
Business Administration.

F A C  84-38, Item V. DoD, GSA, and 
NASA certify that this final rule w'ill not 
have a significant economic impact on a 
substantial number of small entities 
under the Regulatory Flexibility Act (5 
U.S.C. 601, et seq.) because this final 
rule is considered to represent a 
clarification of the policy already in 
FAR 19.501(f)(2). No comments were 
received from small entities in response 
to the proposed rule.

F A C  84-38, Item s V III and IX . DoD, 
GSA, and NASA certify that the 
revisions to FAR Part 30, will not have a 
significant economic impact on a 
substantial number of small entities 
under the Regulatory Flexibility Act (5 
U.S.C. 601, et seq.) because the changes 
deal with Cost Accounting Standards 
(CAS) from which small business 
concerns are exempt.

F A C  84-38, Item X . DoD, GSA, and 
NASA certify that this final rule will not 
have a significant economic impact on a 
substantial number of small entities 
under the Regulatory Flexibility Act (5 
U.S.C. 601, et seq.) because meeting, 
conference, symposia, and seminar costs 
are not considered a significant cost of 
doing business in most situations. 
Furthermore, the revision to the current 
rule in this case is not a substantial one, 
but rather an elaboration and
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clarification of existing policy defining 
the types of costs that are allowable as 
contract costs. No comments were 
received from any small entities.

C. Determination to Issue an Interim 
Regulation

F A C  84-38, Item  II. A  determination 
has been made under the authority of 
the Secretary of the Defense (DoD), the 
Administrator of General Services 
(GSA), and the Administrator of the 
National Aeronautics and Space 
Administration (NASA) that this 
regulation must be issued as an interim 
regulation to promptly implement the 
February 14,1988, amendments to the 
Agreement on Government 
Procurement.

D. Public Comments
F A C  84-38, Hem L A  proposed rule 

was published in the Federal Register on 
May 6,1987 ,{52 FR 17280). The 
comments that were received as a result 
of the proposed rule were considered by 
the Civilian Agency Acquisition Council 
and the Defense Acquisition Regulatory 
Council in the development of this final 
rule.

FA C.84-38, Item IV . A  proposed rule 
was published in the Federal Register on 
December 9,1986 (51 FR 44419]. The 
comments that were received as a result 
of the proposed rule were considered by 
the Councils in the development of this 
final rule.

F A C  84-38, Item V. A  proposed rule 
was published in the Federal Register on 
July 29,1986 (51 FR 27129). The final rule 
was modified to clarify that both 
manufacturer and regular dealers are 
required to provide domestically 
produced or manufactured products.

F A C  84-38, Items V III and IX . See Part III—Preambles Published under the FAR'System, in Appendix A  to Part 30. The supplementary information under Preamble A to 30.404 and Preamble A to 
30.416 provides information concerning the publication of the proposed rules and the public comments that were received.

FA C  84-38, Item X . A  proposed rule 
was published in the Federal Register on 
May 13,1987 {52 FR 18158). Based upon 
analysis of the public comments, it was 
determined that the proposed rule struck 
a proper balance of all interests 
concerned, although some minor 
changes were made to further clarify the 
rule as suggested by the comments.

FA C  84-38, Item X II. A  proposed rule was published in the Federal Register on February 9,1987 (52 FR 4086). Both Councils reviewed and considered the comments and agreed to proceed with 
the final rule without change.

Lists of Subjects in 48 CFR Parts 5 ,6 ,9 , 
13,14,15,17,19, 22, 23, 25, 30, 31, 35,42, 
45,47,52, and 53.

Government procurement.
Dated: July 15,1988.

Harry S. Rosinski,
A c tin g  D irecto r, O ffic e  o f  F e d e ra l A c q u isitio n  
a n d  R e g u la to ry  P o lic y .

Unless otherwise specified, all 
Federal Acquisition Regulation {FAR) 
and other directive material contained 
in FAC 84-38 is effective August 10,
1988, except as follows:

Item II—(Section 5.301 and Parts 14,
15,17, and 25)—August t , 1988.

Items XIII and IX—{Sections 30.404-63 
and 30.416-63)—September 19,1988.
S.J. Evans,
A ssista n t A d m in istra to r fo r  P rocu rem en t, 
N A S A .

Eleanor R. Specior,
D ep u ty  A s sis ta n t S e c re ta ry  o f  D e fe n se  fo r  
P ro cu rem en t

John Alderson,
A c tin g  A d m in istra to r, G e n e r a l S e r v ic e s  
A d m in istra tio n .
July 14.1988.

Federal Acquisition Circular (FAC) 
84-38 amends the Federal Acquisition 
Regulation (FARJ as specified below:

Item I—Research and Development 
Contract Procedures (Broad Agency 
Announcements)

FAR 5.202, 6.003, 6.102, 6.302, 35.001, 
and 35.016 are revised to clarify 
procedures to be followed by agencies 
in awarding contracts based upon 
receipt of unsolicited research proposals 
by revising guidance contained within 
FAR Parts 5 end 6. These revisions are 
based, in part, upon clarifying 
amendments made to 10 U.S.C. 
2304(d)(1)(A) by section 923(b), Title IX, 
Pub. L. 99-500, enacted on October 18, 
1986. Additionally, this final rule 
amends FAR Part 35 and specifies 
procedures to be followed by agencies 
in soliciting and awarding contracts for 
basic research pursuant to general 
solicitations (broad agency 
announcements) as authorized by the 
Competition in Contracting Act of 1984, 
Pub. L. 98-369, and FAR 6.102(d)(2).

Item II—Changes to the .Government 
Procurement Code

FAR 5.301 and Parts 14,15,17, and 
Subpart 254 are revised to incorporate 
changes necessitated by a major 
renegotiation of the Government 
Procurement Code of the United States 
Trade Representative. The primary 
purpose of the renegotiation was to 
bring the practices of the Signatories 
more into line with U.S. practices. The 
Office of the U.S. Trade Representative

published a notice of these changes in 
the Federal Register on February 4,1988 
(53 FR 3285J.

Executive Order 12260 (December 31, 
1980) implemented the Agreement on 
Government Procurement pursuant to 
Title III of the Trade Agreements Act of 
1979 (19 U.S.C. 2511-2518 and 3 U.S.C. 
301). The Agreement on Government 
Procurement was revised with an 
effective date of February 14,1988. This 
item implements changes in Subpart 25.4 
and in various other sections. There are 
two principal changes to Subpart 25.4. 
They pertain to the extension of the 
application of the Trade Agreements 
Act coverage to leases of designated 
country end products, not just to 
purchases. In addition, the 
determination of applicability of the 
Trade Agreements Act coverage to a 
particular acquisition is now based on 
the estimated value of the acquisition, 
not the offers received. Changes are also 
being made to Part 5 regarding synopsis 
of awards; to Parts 14 and 15 regarding 
the content of the notification to 
unsuccessful offerors; and to Part 17 
regarding the use of options in 
calculating the estimated value of fire 
acquisition.

The requirements of this interim rule 
are effective for all solicitations issued 
on or after August 1,1988. Also, 
solicitations issued on or after February
14,1988, and for which the date 
established for receipt of offers does not 
expire prior to August 1,1988 shall be 
amended as appropriate to notify 
offerors of the application of the revised 
procedures in this interim rule.
Item III—Subcontracting Plans

FAR 9.104-3 and 19.705-6 are revised 
to clarify the requirements at Section 
8(d)(4)(c) of the Small Business Act that 
the prospective contractor’s compliance 
with subcontracting plans submitted on 
previous contracts be considered as a 
factor in determining contractor 
responsibility for future awards 
involving subcontracting plans; and to 
improve coordination and better define 
responsibilities of contracting officers 
and contract administration offices 
associated with administration of 
subcontracting plans.

Item IV—Fast Payment Procedure

FAR Subpart 13.3 and the related 
clause at 52.213-1, Fast Payment 
Procedure, are revised to implement 
requirements contained in Office of 
Management and Budget (OMB) Circular 
A-125, “Prompt Payment,” on use of fast 
payment methods. Specific revisions 
will (a) allow, rather than mandate, use 
of fast payment procedures; (b) more
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specifically describe the conditions that 
would justify use of the procedure; and 
(c) increase the period of time from 90 
days to 180 days for verifying contractor 
delivery of required supplies and for 
corrective action by the Government as 
necessary.

Item V—Furnishing Foreign Items Under 
Small Business-Small Purchase Set- 
Aside

FAR 19.508(a) and the clause at 
52.219-4, Notice of Small Business-Small 
Purchase Set-Aside, are revised to 
clarify that acquisitions for supplies are 
to be made from only either (a) small 
business concerns furnishing their own 
manufactured products or (b) small 
business concerns providing the product 
of another manufacturer. In either case, 
such products must be manufactured or 
produced in the United States, its 
territories or possessions, Puerto Rico, 
or the Trust Territory of the Pacific 
Islands.

Item VI—Use of Standard Form (SF) 99, 
Notice of Award of Contract

FAR 22.608-5(b) is deleted to 
eliminate the need to submit a Standard 
Form (SF) 99 to the Department of Labor 
(DOL) whenever SF 279 is not sent to the 
Federal Procurement Data System. In 
the Federal Register on March 2,1987 
(52 FR 6146), DOL revised their 
regulations to discontinue the use of 
Standard Form 99, Notice of Award of 
Contract, for contracts subject to the 
Walsh-Healey Public Contracts Act and 
eliminate the requirement for 
contracting agencies to report to DOL’s 
wage and hour division each contract 
award subject to Walsh-Healey Public 
Contracts Act.

Item VII—Clarification of Status of 
Omission of Clean Air and Water Acts 
Clauses

FAR 23.104 is revised to clarify that 
the exemptions listed thereunder pertain 
only to the actions prohibited under 
23.103(b).

Item VIII—Capitalization Threshold
FAR 30.404—40(b)(1), 30.404-60(a)(l), 

and 30.404-60(a)(l)(i), are modified to 
increase the minimum acquisition cost 
criterion for capitalization purposes 
from $1000 to $1500.

FAR 30.404-40(b)(l) provides that a 
contractor’s capitalization policy shall 
designate a minimum service life 
criterion, which shall not exceed two 
years, and a minimum acquisition cost 
criterion, which shall not exceed $1000. 
The modification increases the minimum 
acquisition cost criterion from $1000 to 
$1500 due to the impact of inflation. The 
purpose of the change is to only require

capitalization of those assets that are of 
significant value.

The effective date of this modification 
is September 19,1988.

This modification of the Cost 
Accounting Standards shall be followed 
by each contractor on or after the start 
of its next cost accounting period, 
beginning after receipt of a contract to 
which this modification is applicable.

Recipients of this modification are 
encouraged to keep the previous version 
of the Standard until further advised.

Item IX—Insurance Discount Factors
FAR 30.416—50(a)(3)(ii) is modified to 

delete the requirement to use stated 
rates in discounting certain self-insured 
losses to present value.

FAR 30.416—50(a)(3)(ii) provides that, 
in measuring certain self-insured losses, 
contractors are to discount these losses 
to present value where payments to the 
claimant will not take place for over a 
year after the loss occurs. If a state 
provides a discount rate for computing 
lump-sum settlements, the Standard 
requires that the state rate be used for 
computing present value. Otherwise, the 
Pub. L. 92-41 Treasury Rate is to be 
used. The modification to FAR 30.416- 
50(a)(3)(ii) requires use of the Treasury 
Rate in all cases. The purpose of the 
modification is to provide a more 
accurate valuation of the contractor’s 
liability.

The effective date of this modification 
is September 19,1988.

This modification of the Cost 
Accounting Standards shall be followed 
by each contractor on or after the start 
of its next cost accounting period 
beginning after receipt of a contract to 
which this modification is applicable.

Recipients of this modification are 
encouraged to keep the previous version 
of the Standard until further advised.
Item X—Symposia Costs

There has been a proliferation of non- 
Federal Government sponsored 
symposia resulting in possibly 
unreasonable costs being charged 
against Government contracts. In 
addition, Government contracting 
officers and auditors have found that the 
previous cost principle at FAR 31.205-43 
did not address the attendance of 
company employees at such activities, it 
did not describe the circumstances in 
which the cost of attendance by 
individuals who are not employed by 
the contractor might be allowable, and it 
did not distinguish between setting up or 
sponsoring meetings, conferences, 
symposia, and seminars and attending 
those events. This revised allowability 
rule clarifies the policy of the 
Government with respect to these costs,

and describes more specifically the 
nature of costs which are allowable. The 
revisions do not reflect or result from a 
change in allowability policy.

Item XI—Parcel Post Eligible Shipments

FAR 42.1404-1 is revised to 
incorporate additional procedures and 
limits for the use of parcel post eligible 
shipments. This will reduce handling 
cost and avoid additional delays in 
delivery of these shipments.

Item XII—Definition of Special Test 
Equipment

FAR 45.101 and the clause at 52.245- 
18, Special Test Equipment, are revised 
to reduce the possibility of 
misclassification of test equipment as 
either or special or general purpose. The 
clause and definition now provide a 
positive statement that general purpose 
components may be considered special 
when they are interconnected and 
interdependent.

Item XIII—Fly America Act Clause

FAR 47.405 and the clause 52.247-63, 
Preference for U.S.-Flag Air Carriers, are 
revised to clarify the statement of 
existing Government policy and when 
the clause should be included in 
contracts. This final rule clarifies that 
the clause should be included in 
contracts whenever international air 
transportation of Government-owned 
property may occur under the contract 
and not just when such transportation is 
required under the contract.

Therefore, 48 CFR Parts 5, 6, 9,13,14, 
15,17,19, 22, 23, 25, 30, 31, 35, 42, 45, 47, 
52 and 53 are amended as set forth 
below.

The interim rules in FAC 84-28, 
published in the Federal Register on 
June 9,1987 (52 FR 21884), amending 
section 15.605 pertaining to Item III, 
Evaluation Factors, and amending 
section 15.812 and the clause at 52.215- 
26 pertaining to Item IV, Integrity of Unit 
Prices, are hereby adopted as final rules 
without change.

1. The authority citation for 48 CFR 
Parts 5, 6, 9 ,13 ,14 ,15 ,17 ,19 , 22, 23, 25,
30, 31, 32, 35, 42, 45, 47, 52, and 53 
continues to read as follows:

Authority: 40 U.S.C. 486(c); 10 U.S.C. 
Chapter 137; and 42 U.S.C. 2473(c).

PART 5—PUBLICIZING CONTRACT 
ACTIONS

2. Section 5.202 is amended by 
revising paragraph (a)(8) to read as 
follows:

5.202 Exceptions.
(a) * * *
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(8) The contract action results from 
the acceptance of an unsolicited 
research proposal that demonstrates a 
unique and innovative concept (see 
6.003) and publication of any notice 
complying with 5.207 would improperly 
disclose the originality of thought or 
innovativeness of the proposed 
research, or would disclose proprietary 
information associated with the 
proposal. This exception does not apply 
if the contract action results from an 
unsolicited research proposal and 
acceptance is based solely upon the 
unique capability of the source to 
perform the particular research services 
proposed (see 6.302-l(a)(2)(i);
ft : 1 ft ft * ★

3. Section 5.301 is amended by 
revising the first sentence in paragraph
(a) and by adding paragraph (c) to read 
as follows:

5.301 General.
(a) Except for contract actions 

described in paragraph (b) of this 
section, contracting officers shall 
synopsize in the Commerce Business 
Daily (CBD) awards exceeding $25,000 
that (1) are subject to the Trade 
Agreements Act (see 25.402 and 25.403), 
or (2) are likely to result in the award of 
any subcontracts. * * *
ft ft ft * *

(c) With respect to acquisitions 
subject to the Trade Agreements Act, 
contracting officers shall submit 
synopses in sufficient time to permit 
their publication in the CBD not later 
than 60 days after award.

PART 6—COMPETITION 
REQUIREMENTS

4. Section 6.003 is amended by adding 
in alphabetical order the definition 
“Unique and innovative concept” to 
read as follows:

6.003 Definitions.
* ft ft ft ft“Unique and innovative concept,” when used relative to an unsolicited research proposal, means that, in the opinion and to the knowledge of the Government evaluator, the meritorious proposal is the product of original thinking submitted in confidence by one source; contains new novel or changed concepts, approaches, or methods; was not submitted previously by another; and, is not otherwise available within the Federal Government. In this context, the term does not mean that the source has the sole capability of performing the research.

5. Section 6.102 is amended by 
revising paragraph (d)(2) to read as 
follows:

6.102 Use of competitive procedures.
ft ft ft ft ft

(d) * * *
(2) Competitive selection of basic and 

applied research and that part of 
development not related to the 
development of a specific system or 
hardware procurement is a competitive 
procedure if award results from—
* * * * *

6. Section 6.302-1 is amended by 
revising paragraph (a)(2)(i) to read as 
follows:

6.302-1 Only one responsible source and 
no other supplies or services will satisfy 
agency requirements.

(a) * * *
(2) * * *
(i) Supplies or services may be 

considered to be available from only 
one source if the source has submitted 
an unsolicited research proposal that 
(A) demonstrates a unique and 
innovative concept, or, demonstrates a 
unique capability of the source to 
provide the particular research services 
proposed; (B) offers a concept or 
services not otherwise available to the 
Government; and (C) does not resemble 
the substance of a pending competitive 
acquisition. (See 10 U .S .C . 2304(d)(1)(A) 
and 41 U .S .C . 253(d)(1)(A).)
* * * * *

PART 9—CONTRACTOR 
QUALIFICATIONS

7. Section 9.104-3 is amended by 
adding a fourth sentence in paragraph
(c) to read as follows:

9.104-3 Application of standards.
ft ft ft * ★

(c) * * * prior compliance with 
subcontracting plans required by 
Subpart 19.7 shall be considered in 
determining the responsibility of an 
offeror bidding on a contract requiring a 
subcontracting plan.
ft ft ft ft ft

PART 13—SMALL PURCHASE AND 
OTHER SIMPLIFIED PURCHASE 
PROCEDURES

8. Section 13.301 is amended by 
revising the first sentence of the 
introductory text to read as follows:

13.301 General.
The fast payment procedure allows 

payment under limited conditions to a 
contractor prior to the Government’s 
verification that supplies have been 
received and accepted. * * * 
* * * * *

9. Section 13.302 is amended by 
revising both the introductory text and 
paragraph (a); by redesignating the

existing paragraphs (b) and (c) as (c) 
and (d); and by adding new paragraphs
(b), (e), and (f) to read as follows:

13.302 Conditions for use.
If the conditions in paragraphs (a) 

through (f) of this section are present, 
the fast payment procedure may be 
used, provided that use of the procedure 
is consistent With the other conditions of 
the purchase. The conditions for use of 
the fast payment procedure are as 
follows:

(a) Individual orders do not exceed 
$25,000 except that executive agencies 
may permit higher dollar limitations for 
specified activities or items on a case- 
by-case basis.

(b) Deliveries of supplies are to occur 
at locations where there is both a 
geographical separation and a lack of 
adequate communications facilities 
between Government receiving and 
disbursing activities that will make it 
impractical to make timely payment 
based on evidence of Government 
acceptance. Use of the fast payment 
procedure would not be indicated, for 
example, for small purchases by an 
activity if material being purchased is 
destined for use at that activity and 
contract administration will be 
performed by the purchasing office at 
that activity.
* * * * . *

(e) The purchasing instrument is a 
firm-fixed-price contract, a purchase 
order, or a delivery order for supplies.

(f) A system is in place to ensure: (1) 
documenting evidence of contractor 
performance under fast payment 
acquisitions, (2) timely feedback to the 
contracting officer in case of contractor 
deficiencies, and (3) identification of 
suppliers who have a current history of 
abusing the fast payment procedure. 
(Also see Subpart 9.1.)

PART 14—SEALED BIDDING

10. Section 14.408-1 is amended by 
revising paragraph (a) to read as 
follows:

14.408-1 Award of unclassified contracts.
(a)(1) The contracting officer shall as 

a minimum (subject to any restrictions 
in Subpart 9.4)—

(i) Notify unsuccessful bidders 
promptly that their bids were not 
accepted;

(ii) Extend appreciation for the 
interest the unsuccessful bidders have 
shown in submitting a bid; and

(iii) When award is made to other 
than a low bidder, state the reason for 
rejection in the notice to each of the 
unsuccessful low bidders.
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(2) For acquisitions subject to the 
Trade Agreements Act (see 25.405(e)), 
within 7 working days after a contract 
award, agencies shall give unsuccessful 
offerors from designated countries 
written notice stating—

(1) That their offers were not accepted;
(ii) That a contract has been awarded;
(iii) The dollar amount of the 

successful offer; and
(iv) The name and address of the 

successful offeror.
* * * * *

PART 15—CONTRACTING BY 
NEGOTIATION

11. Section 15.1001 is amended by 
revising paragraph (c)(2) to read as 
follows:

15.1001 Notifications to unsuccessful 
offerors.
* * * * *

(c) * * *
(2) For acquisitions subject to the 

Trade Agreements Act (see 25.405(e)), 
provide the information in subparagraph
(c)(1) of this section within 7 working 
days after a contract award to 
unsuccessful offerors from designated 
countries.
* * * * *

PART 17—SPECIAL CONTRACT 
METHODS

12. Section 17.203 is amended by 
adding paragraph (h) to read as follows:

17.203 Solicitations. 
* * * * *

(h) See 25.402(a)(4) regarding use of 
options in calculating the estimated 
contract amount for application of the 
Trade Agreements Act threshold.

PART 19—SMALL BUSINESS AND 
SMALL DISADVANTAGED BUSINESS 
CONCERNS

19.508 [Amended]
13. Section 19.508 is amended by 

inserting the word “or” before the words 
“the Trust Territory” and by removing in 
paragraph (a)(1) the words “or the 
District of Columbia,”.

14. Section 19.705-6 is amended by 
adding paragraph (e) to read as follows:

19.705-6 Postaward responsibilities of the 
contracting officer.
* * * * *

(a) Forwarding a copy of each plan, or 
a determination that there is no 
requirement for a subcontracting plan, 
to the cognizant contract administration 
office.

PART 22—ACQUISITION OF LABOR 
LAWS TO GOVERNMENT 
ACQUISITIONS

15. Section 22.608-5 is revised to read 
as follows:

22.608-5 Award.
When a contract subject to the Act is 

awarded, the contracting officer, in 
accordance with regulations or 
instructions issued by the Secretary of 
Labor and individual agency 
procedures, shall furnish to the 
contractor DOL Publication WH-1313, 
Notice to Employees Working on 
Government Contracts.

PART 23—ENVIRONMENT, 
CONSERVATION, AND 
OCCUPATIONAL SAFETY

16. Section 23.104 is amended by 
revising paragraphs (a) and (c) to read 
as follows:

23.104 Exemptions.
(a) Except as provided in paragraphs

(b) and (c) of this section, contracts and 
subcontracts are not subject to the 
restriction in 23.103(b) if they are (1) 
$100,000 or under; or (2) for indefinite 
quantities and the contracting officer 
believes that the amount ordered in any 
year under the contract will not exceed 
$100,000.
* * * * *

(c) The agency head may exempt any 
contract, subcontract, or class of 
contracts or subcontracts from the 
requirement in 23.103(b) for 1 year when 
it is in the paramount interest of the 
United States to do so. 
* * * * *

PART 25—FOREIGN ACQUISITION
17. Section 25.105 is amended by 

adding paragraph (d) to read as follows:

25.105 Evaluating offers. 
* * * * *

(d) The evaluation in paragraph (a) of 
this section shall not be applied to offers 
of Israeli end products at or above 
$50,000 (see 25.402(a)(2)),

18. Section 25.402 is amended by 
revising paragraph (a)(1); by adding 
paragraphs (a)(3), (a)(4), and (f); and by 
revising paragraphs (c) and (d) to read 
as follows:

25.402 Policy.
(a)(1) Executive Order 12260 requires 

the U.S. Trade Representative to set the 
dollar threshold for application of the 
Trade Agreement Act. The threshold 
will be published in the Federal Register 
and will be distributed through agency 
procedures on an expedited basis. When 
the value of the proposed acquisition of

an eligible product is estimated to be at 
or over the dollar threshold, agencies 
shall evaluate offers for an eligible 
product without regard to the 
restrictions of the Buy American Act 
(see Subpart 25.1) or the Balance of 
Payments Program (see Subpart 25.3). 
When the value of the proposed 
acquisition is estimated to be below the 
Trade Agreements Act threshold, the 
restrictions of the Buy American Act or 
the Balance of Payments Program shall 
be applied to foreign offers, except as 
noted in subparagraph (a)(2) of this 
section (see 25.105).
* * * * *

(3) To determine whether the Trade 
Agreements Act applies to the 
acquisition of products by lease, rental, 
or lease-purchase contract (including 
lease-to-ownership, or lease-with- 
option-to purchase), the contracting 
officer shall calculate the estimated 
acquisition value as follows:

(i) If a fixed-term contract of 12 
months or less is contemplated, use the 
total estimated value of this acqusition.

(ii) If a fixed-term contract of more 
than 12 months is contemplated, use the 
total estimated value of the acquisition 
plus the estimated residual value of the 
leased equipment at the conclusion of 
the contemplated term of the contract.

(iii) If an indefinite-term contract is 
contemplated, use the estimated 
monthly payment multiplied by 48.

(iv) If there is any doubt as to the 
contemplated term of the contract, use 
the estimated monthly payment 
multiplied by 48.

(4) If a contemplated acquisition 
includes an option clause (see Subpart 
17.2), when calculating the threshold for 
application of Trade Agreements Act 
provisions include the value of all 
options.
* * * * *

(c) Except when waived under section 
302(b)(2) of the Trade Agreements Act, 
there shall be no acquisition of foreign 
end products subject to the Act unless 
the foreign end products are designated 
country end products or Caribbean 
Basin country end products.

(d) No requirement for the acquisition 
of eligible products shall be divided with 
the intent of reducing the estimated 
value of the acquisition below the dollar 
threshold addressed in paragraph (a) of 
this section.
* * * * *

(f) Subject to the provisions of U.S. 
law and regulation, a supplier 
established in a designated country 
shall not be accorded less favorable 
treatment than is accorded to another
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supplier established in that country on 
the basis of—

(1) Foreign ownership or affiliation, or
(2) Where the goods being supplied 

were produced, provided that the 
country of production is a designated 
country.

19. Section 25.403 is amended by 
revising paragraphs (a) and (b); and by 
removing and reserving paragraph (k) to 
read as follows:

25.403 Exceptions.
*  it it h  ■ . - ★

(a) An acquisition of an eligible 
product where the estimated value of 
the acquisition falls below the Trade 
Agreements Act dollar thresholds 
discussed in 25.402(a);

(b) Products of countries (1) not listed 
in 25.401, or (2) barred by 25.402(c);
*  , v i t  *  *

(k) [Reserved]
* * * * *

20. Section 25.405 is amended by 
revising the introductory text and 
paragraph (e) to read as follows:

25.405 Procedures.
When the Trade Agreements Act 

applies, the following procedures shall 
be used:
*  ★  *  it h

(e) Within 7 working days after a 
contract award for an eligible product, 
agencies shall give unsuccessful offerors 
from designated countries written notice 
in accordance with 14.408-1(a) (2) and 
15.1001 (c) (2).

PART 30—COST ACCOUNTING 
STANDARDS

21. Section 30.307 is amended by 
revising the first, fifth, and sixth 
sentences to read as follows:

30.307 Cost Accounting Standards 
Preambles.

Appendix A of this part contains the 
nonregulatory preambles to the Cost 
Accounting Standards, preambles to 
related Rules and Regulations, and 
preambles published under the FAR 
System. * * * Part I, Preambles to the 
Cost Accounting Standards, and Part II, 
Preambles to the Related Rules and 
Regulations, published by the Cost 
Accounting Standards Board, were 
originally published in Title 4 of the 
Code of Federal Regulations and are 
only published in the looseleaf edition of 
the FAR. Part III contains preambles 
published under the FAR system that 
are published in the Appendix A to Part 
30 of Title 48, as well as in the looseleaf 
version of the FAR.

22. Sections 30.401-62 and 30.401-63 
are added and reserved to read as 
follows:

30.401- 62 Exemption. [Reserved]

30.401- 63 Effective date. [Reserved]
23. Sections 30.402-62 and 30.402-63 

are added and reserved to read as 
follows:

30.402- 62 Exemption. [Reserved]

30.402- 63 Effective date. [Reserved]
24. Sections 30.403-62 and 30.403-63 

are added and reserved to read as 
follows:

30.403- 62 Exemption. [Reserved]

30.403- 63 Effective date. [Reserved]

30.404- 40 [Amended]
25. Section 30.404-40 is amended in 

paragraph (b)(1) by removing in the 
second sentence the figure “$1,000” and 
inserting in its place the figure "$1,500.”

30.404- 60 [Amended]
26. Section 30.404-60 is amended by 

removing in the second sentence of 
paragraph (a)(1) the figure “$1,000” and 
inserting in its place the figure “$1,500”; 
and by removing in the first sentence of 
paragraph (a)(l)(i) the figure “$1,200” 
and inserting in its place the figure 
“$1,700”.

27. Sections 30.404-61 and 30.404-62 
are added and reserved to read as 
follows:

30.404- 61 Interpretation. [Reserved]

30.404- 62 Exemption. [Reserved]
28. Section 30.404-63 is added to read 

as follows:

30.404- 63 Effective date.
The effective date of the modifications 

to 30.404-40 (b) (1), 30.404-60 (a)(1), and
30.404- 60 (a)(l)(i), which increase the 
minimum acquisition cost criterion for 
capitalization of tangible capital assets 
to $1,500, is September 19,1988. The 
modification shall be applied to accrued 
expenditures for acquisition of tangible 
capital assets on or after the start of the 
contractor’s next cost accounting period, 
beginning after receipt of a contract to 
which the modification is applicable.

29. Sections 30.405-61, 30.405-62, and
30.405- 63 are added and reserved to 
read as follows:

30.405- 61 Interpretation. [Reserved]

30.405- 62 Exemption. [Reserved]

30.405- 63 Effective date. [Reserved]
30. Sections 30.406-61, 30.406-62, and

30.406- 63 are added and reserved to 
read as follows:

30.406- 61 interpretation. [Reserved]

30.406- 62 Exemption. [Reserved]

30.406- 63 Effective date. [Reserved]
31. Sections 30.407-61, 30.407-62, and

30.407- 63 are added and reserved to 
read as follows:

30.407- 61 interpretation. [Reserved]

30.407- 62 Exemption. [Reserved]

30.407- 63 Effective date. [Reserved]
32. Sections 30.408-61, 30.408-62, and

30.408- 63 are added and reserved to 
read as follows:

30.408- 61 Interpretation. [Reserved]

30.408- 62 Exemption. [Reserved]

30.408- 63 Effective date. [Reserved]
33. Sections 30.409-61, 30.409-62, and

30.409- 63 are added and reserved to 
read as follows:

30.409- 61 Interpretation. [Reserved]

30.409- 62 Exemption. [Reserved]

30.409- 63 Effective date. [Reserved]
34. Sections 30.410-61, 30.410-62, and

30.410- 63 are added and reserved to 
read as follows:

30.410- 61 interpretation. [Reserved]

30.410- 62 Exemption. [Reserved]

30.410- 63 Effective date. [ Reserved ]
35. Sections 30.411-61, 30.411-62, and

30.411- 63 are added and reserved to 
read as follows:

30.411- 61 Interpretation. [Reserved]

30.411- 62 Exemption. [ Reserved ]

30.411- 63 Effective date. [Reserved]
36. Sections 30.412-61, 30.412-62, and

30.412- 63 are added and reserved to 
read as follows:

30.412- 61 Interpretation. [ Reserved ]

30.412- 62 Exemption. [ Reserved ]

30.412- 63 Effective date. [Reserved]
37. Sections 30.413-61, 30.413-62, and

30.413- 63 are added and reserved to 
read as follows:

30.413- 61 Interpretation. [Reserved]

30.413- 62 Exemption. [Reserved]

30.413- 63 Effective date. [ Reserved ]

30.414- 61 [Redesignated as 30.414-62]
38. Section 30.414-61 is redesignated 

as 30.414-62 and sections 30.414-61 and
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30.414- 63 are added and reserved to 
read as follows:

30.414- 61 Interpretation. [Reserved]
★  * * * *

30.414- 63 Effective date. [Reserved]
39. Sections 30.415-61, 30.415-62, and

30.415- 63 are added and reserved to 
read as follows:

30.415- 61 Interpretation. [Reserved]

30.415- 62 Exemption. [Reserved]

30.415- 63 Effective date. [Reserved]
40. Section 30.416-50 is amended by 

revising paragraph (a](3)(ii) to read as 
follows:

30.416- 50 Techniques for application.
(a) * * *
(3) * * *
(ii) If a loss has been incurred and the 

amount of the liability to a claimant is 
fixed or reasonably certain, but actual 
payment of the liability will not take 
place for more than 1 year after the loss 
is incurred, the amount of the loss to be 
recognized currently shall be the present 
value of the future payments, 
determined by using a discount rate 
equal to the interest rate as determined 
by the Secretary of the Treasury 
pursuant to Pub. L. 92-41, 85 Stat. 97, in 
effect at the time the loss is recognized. 
Alternatively, where settlement will 
consist of a series of payments over an 
indefinite time period, as in workmen’s 
compensation, the contractor may 
follow a consistent policy of recognizing 
only the actual amounts paid in the 
period of payment.
Hr Hr Hr ★  Hr

41. Sections 30.416-61 and 30.416-62 
are added and reserved to read as 
follows:

30.416- 61 Interpretation. [Reserved]

30.416- 62 Exemption. [Reserved]
42. Section 30.416-63 is added to read 

as follows:

30.416- 63 Effective date.
The effective date of the modification 

deleting the reference to state discount 
rates at 30.416—50(a)(3)(ii), is September
19,1988. The modification shall be 
followed by each contractor on or after 
the start of its next cost accounting 
period beginning after the receipt of a 
contract to which the modification is 
applicable.

43. Sections 30.417-61, 30.417-62, and
30.417- 63 are added to read as follows:

30.417- 61 Interpretation. [Reserved]

30.417- 62 Exemption. [Reserved]

30.417- 63 Effective date. [Reserved]

30.418- 61 [Redesignated as 30.418-62]
44. Section 30.418-61 is redesignated 

as 30.418-62 and sections 30.418-61 and
30.418- 63 are added and reserved to 
read as follows:

30.418- 61 Interpretation. [Reserved]
Hr Hr Hr Hr ★

30.418- 63 Effective date. [Reserved]

30.420- 61 [Redesignated as 30.420-62]
45. Section 30.420-61 is redesignated 

as 30.420-62 and new sections 30.420-61 
and 30.420-63 are added and reserved to 
read as follows:

30.420- 61 Interpretation. [Reserved]

30.420- 63 Effective date. [Reserved]
46. Appendix A to Part 30 is added to 

read as follows:

Appendix A  to Part 30— Preambles to 
the Cost Accounting Standards

Part I—Preambles to the Cost Accounting 
Standards Published by the Cost Accounting 
Standards Board

Note: Preambles to the Cost Accounting 
Standards published by the Cost Accounting 
Standards Board appear in Title 4 of the Code 
of Federal Regulations and are republished in 
the looseleaf edition of the FAR.

Part II—Preambles to the Related Rules and 
Regulations Published by the Cost Accounting 
Standards Board

Note: Preambles to the Related Rules and 
Regulations published by the Cost 
Accounting Standards Board appear in Title 4 
of the Code of Federal Regulations and are 
republished in the looseleaf edition of the 
FAR.

Part III—Preambles Published Under the FAR 
System

Preamble A  to 30.404, Capitalization o f 
Tangible A ssets

This final rule, in Federal Acquisition 
Circular (FAC) 84-38, revises 30.404-40(b){l), 
30.404-60(a)(l), and 30.404-60(a)(l)(i).
Summary

Section 30.404 requires that contractors 
have written policies for capitalization which 
must include a minimum acquisition cost 
criterion of $1000. The Standard is being 
amended to raise the threshold to $1500. The 
purpose of the change is to permit contractors 
to adopt practices appropriated in today’s 
economy. E fffective date. The effective date 
of this modification is September 19,1988.
Supplementary Information:

Background
The CAS Board established the minimum 

acquisition cost criterion for capitalization at 
$500 when it originally promulgated CAS 404

in 1973. The Board’s initial $500 limitation 
encompassed the practices of 97 percent of 
the companies whose Disclosure Statements 
were filed with the Board. In the 
promulgation comments to the Standard, the 
Board recommended that the special limits in 
the standard “. . . may need to be reviewed 
in the future . . . (and will be revised) 
promptly if developments warrant a change.”

On March 3,1980, the Board did  revise the 
limitation upward to $1000 as it recognized 
that circumstances had changed significantly 
since the promulgation of Standard 404. The 
Board found that the performance of several 
official indices showed increases from 60 to 
80 percent and a survey of companies not 
influenced by the limitation of Standard 404 
showed a significant number using $1000 as 
the minimum cirterion for capitalization.

The impact of inflation has continued over 
the 7 years since 1980, although at a lower 
level. Indices from the Commerce Department 
for the implicit price deflators on 
nonresidential structures and machinery and 
equipment showed increases from 30 to 35 
percent over the period 1979 through 1985. 
When applied to the current $1000 criterion, 
this yields values from $1300 to $1350. In 
addition, economic projections showed 
inflation levels rising slightly from 1986 
through 1989. Consequently, this change 
increases the minimum acquisition cost 
criterion for capitalization of tangible capital 
assets to $1500 to cover both actual and 
projected price increases.

The amendment which is now being 
promulgated is derived directly from the 
proposed rule which was published in the 
Federal Register on July 9,1986 (51 FR 24971), 
with an invitation for interested parties to 
submit comments.

Four letters of comment were received on 
the July 9,1986, proposal. Only one letter 
directly addressed the appropriateness of the 
proposed revisions to 30.404. That comment 
stated that inflation should not be the 
motivating factor in determining significant 
costs for capitalization, but rather materiality 
of the cost should be the factor in 
determining significance.

The CAS Board’s comments in the CAS 404 
preamble and its action to increase the 
capitalization threshold based upon inflation, 
discussed above, indicate that the Board 
considered the materiality and significance of 
asset acquisition cost to be directly related to 
the level of prices in the economy. The 
Defense Acquisition Regulatory Council and 
the Civilian Agency Acquisition Council 
agree with the CAS Board’s outlook on this 
matter and expect the increase in 
capitalization threshold provided in this 
modification to 30.404 will be beneficial to 
Government contract costing by not requiring 
capitalization of assets that are of 
insignificant value.

Preamble A  to 30.416, Accounting for 
Insurance Costs

This final rule, in Federal Acquisition 
Circular (FAC) 84-38, revises 30.418- 
50(a)(3)(ii).
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Summary

FAR 30.416-50(a)(3)(ii) revisions delete the 
requirement to use state rates in discounting 
certain self-insured losses to present value.

Effective date: The effective date of this 
modification is September 19,1988.

This modification shall be followed by 
each contractor on or after the start of its 
next cost accounting period, beginning after 
receipt of a contract to which this 
modification is applicable.

Supplementary Information

Background
Section 30.416 provides that the amount of 

insurance cost to be assigned to a cost 
accounting period is the projected average 
loss (PAL) for that period plus insurance 
administration expense in that period. The 
PAL is either the insurance premium, where 
the risk of loss is covered by the purchase of 
insurance, or a self-insurance charge, where 
the exposure to risk is not covered by the 
purchase of insurance. Where it is probable 
that the actual amount of losses will not 
differ significantly from the PAL, the actual 
amount of losses may be considered to 
represent the PAL for the period as the self- 
insurance charge.

In self-insurance, when the actual amount 
of losses is being used to represent the PAL, 
contractors are to discount those losses to 
present value, where payments to the 
claimant will not take place for over a year 
after the loss occurs. If a state provides a 
discount rate for computing lump-sum 
settlements, 30.416 requires that the state rate 
be used for computing present value. 
Otherwise, the Pub. L. 92-41 Treasury rate is 
to be used. The differing rates specified by 
the states, and the lack of specified rates in 
some states, result in inconsistent treatment 
of self-insurance charges on defense 
contracts.

The purpose of requiring a present value 
computation for contract cost accounting 
purposes is to recognize the time value of 
money for funds advanced to and used by the 
contractor for extended periods before being 
disbursed. The Pub. L. 92-41 Treasury rate is 
generally specified for this purpose. The 
majority of state laws covering worker’s 
compensation insurance specify a discount 
rate in the range of 3-6 percent. The use of a 
low rate results in a larger settlement than 
would use of a current money market rate.
The purpose of low state rates is to 
discourage lump-sum settlements. This 
purpose is unrelated to that of fair valuation 
for contract cost accounting purposes. The 
use of state rates may produce inaccurate 
measures of present values and will most 
certainly create inconsistencies in the pricing 
of contracts due to the lack of consistent 
determinations of present values. 
Consequently, the proposed rule, published in 
the Federal Register on July 8,1986 (51 FR 
24788), deleted the reference to state discount 
rates at 30.416—50(a)(3)(ii) and required use of 
the Pub. L. 92-41 Treasury rate in all cases.

Four comments were received in response 
to the proposed rule. None of the comments 
directly challenged the appropriateness of the 
proposed revision. Therefore, no changes 
were made to the proposed rule as a result of 
the public comments.

PART 31—CONTRACT COST 
PRINCIPLES AND PROCEDURES

47. Section 31.205-43 is amended by 
revising paragraph (c) to read as 
follows*.

31.205- 43 Trade, business, technical and 
professional activity costs.
*  *  *  *  *

(c) When the principal purpose of a 
meeting, conference, symposium, or 
seminar is the dissemination of trade, 
business, technical or professional 
information or the stimulation of 
production or improved productivity:

(1) Costs of organizing, setting up, and 
sponsoring the meetings, symposia, etc., 
including rental of meeting facilities, 
transportation, subsistence, and 
incidental costs;

(2) Costs of attendance by contractor 
employees, including travel costs (see
31.205- 46); and

(3) Costs of attendance by individuals 
who are not employees of the 
contractor, provided  (i) such costs are 
not also reimbursed to the individual by 
the employing company or organization, 
and (ii) the individuars attendance is 
essential to achieve the purpose of the 
conference, meeting, symposium, etc.

PART 35—RESEARCH AND 
DEVELOPMENT CONTRACTING

35.001 [Amended]
48. Section 35.001 is amended by 

adding in alphabetical order the 
definition “Broad agency 
announcement” to read as follows: 
* * * * *

“Broad agency announcement” means 
a general announcement of an agency’s 
research interest including criteria for 
selecting proposals and soliciting the 
participation of all offerors capable of 
satisfying the Government’s needs (see 
6.102(d)(2)).
* * * * *

49. Section 35.016 is added to read as 
follows:

35.016 Broad agency announcement.
(a) General This paragraph 

prescribes procedures for the use of the 
broad agency announcement (BAA) 
with Peer or Scientific Review (see 
6.102(d)(2)) for the acquisition of basic 
and applied research and that part of 
development not related to the 
development of a specific system or 
hardware procurement. BAA’s may be 
used by agencies to fulfill their 
requirements for scientific study and 
experimentation directed toward 
advancing the state-of-the-art or 
increasing knowledge or understanding 
rather than focusing on a specific

system or hardware solution. The BAA 
technique shall only be used when 
meaningful proposals with varying 
technical/scientific approaches can be 
reasonably anticipated.

(b) The BAA, together with any 
supporting documents, shall—

(1) Describe the agency’s research 
interest, either for an individual program 
requirement or for broadly defined areas 
of interest covering the full range of the 
agency’s requirements;

(2) Describe the criteria for selecting 
the proposals, their relative importance 
and the method of evaluation;

(3) Specify the period of time during 
which proposals submitted in response 
to the BAA will be accepted; and

(4) Contain instructions for the 
preparation and submission of 
proposals.

(c) The availability of the BAA shall 
be published in the Commerce Business 
Daily and, if authorized pursuant to 
Subpart 5.5, may also be published in 
noted scientific, technical, or 
engineering periodicals. The notice shall 
be published no less frequently than 
annually.

(d) Proposals received as a result of 
the BAA shall be evaluated in 
accordance with evaluation criteria 
specified therein through a peer or 
scientific review process. Written 
evaluation reports on individual 
proposals will be necessary but 
proposals need not be evaluated against 
each other since they are not submitted 
in accordance with a common work 
statement

(e) The primary basis for selecting 
proposals for acceptance shall be 
technical, importance to agency 
programs, and fund availability. Cost 
realism and reasonableness shall also 
be considered to the extent appropriate.

(f) Synopsis under Subpart 5.2, 
Synopses of Proposed Contract Actions, 
of individual contract actions based 
upon proposals received under the BAA 
is not required. The notice published 
pursuant to subparagraph (c), of this 
section, fulfills the synopsis 
requirement.

PART 42—CONTRACT 
ADMINISTRATION

50. Section 42.1404-1 is amended by 
revising the section title and by adding a 
new third and a new fourth sentence to 
paragraph (a)(1) to read as follows:

42.1404-1 Parcel post eligible shipments.
(a)(1) * * * Parcel post eligible 

shipments for overseas destinations will 
not be sent via Small Package Delivery 
services or parcel post to CONUS 
military air or water terminals. These
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shipments will be mailed through the 
APO or FPO to the overseas user. * * * 
* * * * *

PART 45—GOVERNMENT PROPERTY
51. Section 45.101(a) definition 

“Special test equipment” is revised to 
read as follows:

45.101 Definitions. 
* * * * *

"Special test equipment,” as used in 
this part, means either single or 
multipurpose integrated test units 
engineered, designed, fabricated, or 
modified to accomplish special purpose 
testing in performing a contract. It 
consists of items or assemblies of 
equipment, including standard or 
general purpose items or components, 
that are interconnected and 
interdependent so as to become a new 
functional entity for special testing 
purposes. It does not include material, 
special tooling, facilities (except 
foundations and similar improvements 
necessary for installing special test 
equipment), and plant equipment items 
used for general plant testing purposes. 
* * * * *

PART 47—TRANSPORTATION
47.405 [Amended]

52. Section 47.405 is amended in the 
first sentence by removing the words 
“be required” and inserting in their 
place the word “occur”.

PART 52—SOLICITATION 
PROVISIONS AND CONTRACT 
CLAUSES

53. Section 52.213-1 is amended by 
inserting a colon in the introductory text 
following the word “clause” and 
removing the remainder of the sentence; 
by removing in the title of the clause the 
date “(April 1984)” and inserting in its

place the date “(JUL1988)”; by revising 
the last sentence in paragraph (b); and 
by removing both derivation lines 
following “(End of clause)” to read as 
follows:

52.213-1 Fast Payment Procedure. 
* * * * *

(b) * * * The Contractor shall either 
replace, repair, or correct those supplies 
promptly at the Contractor’s expense, but 
only if instructions to do so are furnished by 
the Contracting Officer within 180 days from 
the date title to the supplies vests in the 
Government.
* * * * *

54. Section 52.219-4 is revised to read 
as follows:

52.219-4 Notice of Small Business-Small 
Purchase Set-Aside.

As prescribed in 19.508(a), insert the 
following provision:
Notice of Small Business-Small Purchase Set- 
Aside (Jul 1988)

Quotations under this acquisition are 
solicited from small business concerns only. 
If this purchase is for supplies, it will be 
made only from a small business concern 
furnishing its own manufactured product, or 
from a small business concern providing the 
product of another manufacturer. In either 
case, such product must be manufactured or 
produced in the United States, its territories 
or possessions, Puerto Rico, or the Trust 
Territory of the Pacific Islands>. Quotations 
that are not from a small business shall not 
be considered and shall be rejected.
(End of provision)

55. Section 52.225-3 is amended by 
removing in the title of the clause the 
date “(APR 1984)” and inserting in its 
place the date “(JUL 1988)”; by revising 
paragraph (b)(4); and by removing both 
derivation lines following “(End of 
clause)” to read as follows:

52.225-3 Buy American Act—Supplies. 
* * * * *

(b) * * *

(4) For which the agency determines the 
cost to be unreasonable (see section 25.105 of 
the Federal Acquisition Regulation). 
* * * * *

56. Section 52.245-18 is amended by 
inserting in the introductory text a colon 
following the word “clause” and 
removing the remainder of the sentence; 
by removing in the title of the clause the 
date "(APR 1984)” and inserting in its 
place the words “(JUL 1988)”; by 
revising paragraph (a) of the clause; and 
by removing the derivation line 
following “(End of clause)” to read as 
follows:

52.245-18 Special text equipment.
(a) "Special test equipment,” as used in this 

clause, means either single or multipurpose 
integrated test units engineered, designed, 
fabricated, or modified to accomplish special 
purpose testing in performing a contract. It 
consists of items or assemblies of equipment, 
including standard or general purpose items 
or components, that are interconnected and 
interdependent so as to become a new 
functional entity for special testing purposes. 
It does not include material, special tooling, 
facilities (except foundations and similar 
improvements necessary for installing special 
test equipment), and plant equipment items 
used for general plant testing purposes. 
* * * * *

52.247-63 [Amended]
57. Section 52.247-63 is amended in 

the first sentence of the introductory 
text by inserting a colon following the 
word “clause” and removing the . 
remainder of the paragraph.

PART 53—FORMS

53.222 [Amended]
58. Section 53.222 is amended by 

removing in paragraph (b) the words 
“(See 22.608-5(b).)”.
[FR Doc. 88-16269 Filed 7-19-88; 8:45 am] 
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