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Nominee

Tribal affiliation

Educational affiliation

Laverne Dallas .........cccccoeevcviiniiicnnens
Zachary Ducheneaux
Gus Kenne, Jr
David Germany
Anthony (Tony) Pivec
Dolores MCKEITY ......ccoevveiiieiiiiiiens
Waye Newell .........

Hopi Tribe .....ccoiiiiiiiiiieec,
Cheyenne River Sioux Tribe
Navajo Nation
Mississippi Band of Choctaw .
Cherokee Nation
Navajo Nation
Pasamaquoddy Tribe

President, Hopi School Board.

District 6 Representative, Cheyenne River Sioux Tribal Council.
Director of Education, Pine Hill School.

Education Planner, Choctaw Tribal School System.
Superintendent, Sequoyah High School.

Program Manager for North Central Association.

Director of Culture and Bilingual Education.

Mark Sorenson
Terry Yellow Fat
Wayne Waddoups
Linda Warner

Navajo Nation
Standing Rock Sioux Tribe
Shoshone-Bannock
Comanche Nation

Executive Director of Little Singer Community School.
Superintendent, Standing Rock Community School.
Superintendent, Shoshone Bannock School District # 512.

Chief Executive Officer, Indian Community School of Milwaukee.

Proposed Federal Committee Members

The Secretary proposes the following
Federal representatives for the
negotiated rulemaking committee:

Name

Affiliation

Theresa Rosier
Sharon Wells
Edith Blackwell ..
Bruce Steele
Michael Rossetti
Larry Byers

land Agency.

Office of the Assistant Secretary-Indian Affairs.

Special Assistant to the Deputy Director, School Operations, BIA.
Associate Solicitor, Division of Indian Affairs, Office of the Solicitor.
Principal of Polacca Day School, DIA-OIEP-Hopi Agency.

Counselor to the Secretary of the Interior.

Acting School Supervisor of Chemawa Indian School, BIA-OIEP—Port-

If you are a tribe with Bureau-funded
schools, an Indian education
organization, or an interested
individual, we invite you to comment
on the nominations in this notice or to
nominate other persons (or yourself) for
membership on the committee. Any
nomination you submit must include all
of the following:

(1) The nominee’s name, title,
business address, telephone number and
fax number;

(2) The nominee’s resume reflecting
experience and expertise in Indian
education issues;

(3) The interest(s) to be represented by
the nominee (based on the interests
listed above);

(4) Evidence that the nominee is
authorized to represent the tribal
interest(s) the nominee is proposed to
represent;

(5) The reasons that the proposed
members of the committee identified in
this notice do not represent the
interest(s) you identify in item (3); and

(6) Your name, address, telephone
number, and tribe or tribal organization.

We will consider only comments and
nominations that we receive by the
close of business on June 4, 2003, at the
location indicated in the ADDRESSES
section of this notice.

Dated: May 1, 2003.
Aurene M. Martin,
Acting Assistant Secretary—Indian Affairs.
[FR Doc. 03—11167 Filed 5-1-03; 2:54 pm]
BILLING CODE 4310-02-M

DEPARTMENT OF THE TREASURY

Internal Revenue Service

26 CFR Part 1
[REG-100420-03]
RIN 1545-BB90

Safe Harbor for Satisfying Statutory
Requirements for Valuation under
Section 475 for Certain Securities and
Commodities

AGENCY: Internal Revenue Service (IRS),
Treasury.

ACTION: Advance notice of proposed
rulemaking.

SUMMARY: This document describes and
explains a possible framework for a safe
harbor (including recordkeeping and
record retention requirements) that
would satisfy the statutory requirement
to value certain securities and
commodities under section 475 of the
Internal Revenue Code. This document
also invites comments from the public
on this safe harbor and other alternative
valuation methodologies. All materials
submitted will be available for public
inspection and copying.

DATES: Written or electronic comments
must be submitted by August 4, 2003.
ADDRESSES: Send submissions to:
CC:PA:RU (REG-100420-03), room
5226, Internal Revenue Service, POB
7604, Ben Franklin Station, Washington,
DC 20044. Submissions may be hand

delivered Monday through Friday
between the hours of 8 a.m. and 4 p.m.
to: CC:PA:RU (REG-100420-03),
Courier’s Desk, Internal Revenue
Service, 1111 Constitution Avenue NW.,
Washington, DC. Alternatively,
taxpayers may send electronic
comments directly to the IRS Internet
site at http://www.irs.gov/regs.

FOR FURTHER INFORMATION CONTACT:
Concerning submissions, LaNita Van
Dyke, (202) 622—7180; concerning the
proposals, Marsha Sabin or John W.
Rogers IIT (202) 622—3950 (not toll-free
numbers).

SUPPLEMENTARY INFORMATION:

A. Overview

Section 475(a) requires dealers in
securities to mark their securities to
market. If a security is inventory, it must
be included in inventory at its fair
market value. If a security is not
inventory and is held at the end of the
taxable year, it must be treated as if it
were sold for its fair market value on the
last business day of the taxable year.
Mark-to-market treatment is available on
an elective basis to commodities dealers
and to traders in securities or
commodities. See sections 475(e) and

Although the meaning of the term
“fair market value” has long been
established, it has been difficult for both
taxpayers and the IRS to determine fair
market value in certain situations. To
reduce the administrative burden on
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taxpayers and the IRS of determining
fair market value under section 475, the
IRS and the Treasury Department are
considering the publication of a notice
of proposed rulemaking that, by
allowing values used on a financial
statement to be used on the tax return,
would provide an elective safe harbor
for satisfying the statutory requirement
to value securities and commodities.

Three broad principles guide
eligibility for the safe harbor. First, any
mark-to-market methodology used on a
financial statement submitted for
financial reporting purposes would have
to be sufficiently consistent with the
mark-to-market methodology used
under section 475. Second, the financial
statement would have to be one for
which the taxpayer has a strong
incentive to report values fairly. Third,
if requested, the taxpayer would have to
timely provide the IRS with the
information and documents necessary to
verify the relationship between the
values reported on the financial
statement and the values used for
purposes of section 475.

B. Principle One: Mark-to-Market
Methodology for Financial Reporting

To qualify for the safe harbor, a mark-
to-market methodology used for
financial reporting should be
sufficiently consistent with the
requirements of a mark-to-market
methodology used for section 475.
Under section 475, a mark-to-market
methodology must (i) value securities
and commodities as of the last business
day of each taxable year, (ii) recognize
into income the gains and losses arising
from changes in value each year, and
(iii) compute gain or loss on disposition
by reference to the value at the end of
the prior year. To the extent that mark-
to-market methodologies for financial
reporting and section 475 differ, the IRS
and the Treasury Department request
comments identifying the differences
and addressing whether and how the
differences should affect the safe harbor.

The valuation standard under section
475 is fair market value, the price at
which property would change hands
between a willing buyer and willing
seller, neither being under any
compulsion to buy or sell and both
having reasonable knowledge of
relevant facts. The IRS and the Treasury
Department are considering whether to
use the fair value standard under U.S.
Generally Accepted Accounting
Principles (“GAAP”’) as a proxy for the
fair market value standard required for
tax purposes. In particular, the IRS and
the Treasury Department seek
comments on whether GAAP permits (i)
valuation of securities at the bid price,

(ii) downward adjustments from mid-
market values for future administrative,
hedging, or financing expenses, or (iii)
one or more redundant downward
adjustments from mid-market values for
credit risk. (In other words, if future
cash flows are discounted to present
value using a rate, such as LIBOR
(London Interbank Offered Rate), that
corresponds to the credit quality of the
counterparty, is there a need for any
additional credit adjustment?)

The IRS and the Treasury Department
are interested in receiving information
on the types of adjustments that are
currently used for financial statement
purposes and an explanation of these
adjustments. Comments are requested
on the Financial Accounting Standards
Board’s consideration of fair value
reporting of derivatives and the
valuation of projected cash flows and
any impact that has on how taxpayers
are reporting any valuation adjustments
for fair value purposes.

C. Principle Two: Financial Statements
and Business Use

Two factors are relevant in
establishing that the taxpayer has a
strong incentive to report values of the
securities and commodities fairly on the
financial statement: (i) reporting of
values on a financial statement; and (ii)
significant use of those reported values
in the taxpayer’s business.

As to the reporting of values, the IRS
and the Treasury Department are
considering various types of financial
statements for the safe harbor. Three
classes of financial statements under
consideration are:

(1) A financial statement required to
be filed with the Securities and
Exchange Commission (“SEC”’) (the 10—
K or the Annual Statement to
Shareholders);

(2) A financial statement required to
be provided to the Federal government
or any of its agencies (other than the
SEC or the IRS); and

(3) A certified audited financial
statement not required to be filed with
the SEC or another Federal agency.

In certain limited circumstances, it
may also be appropriate to consider
financial statements required to be filed
with a state government or any of its
agencies, a political subdivision of a
state, or possibly a foreign regulator.

It may also be relevant whether a
statement is provided to equity holders
or creditors.

Comments are requested on the extent
to which each of these various classes
of financial statements is appropriate for
the safe harbor and whether any other
classes of financial statements may be as
well.

As to significant use of reported
values in the taxpayer’s business,
potentially significant uses include
guiding the taxpayer’s pricing and risk
management decisions and determining
employee compensation.

Special considerations arise if
securities or commodities are held by a
party related to the issuer or if
derivatives in securities or commodities
(including forward contracts in cash
markets) exist between related parties.
Financial consolidation can cause these
securities or commodities (including
derivatives) to be either eliminated
(because of netting) or incompletely
reported on financial statements.
Additionally, in certain circumstances,
these related party transactions may not
receive the same level of regulatory
scrutiny. It is not clear, therefore,
whether the safe harbor would be
appropriate for securities or
commodities held by a party related to
the issuer or for derivatives in securities
or commodities that exist between
related parties.

D. Principle Three: Recordkeeping and
Record Production

Under the safe harbor, examinations
of returns would focus on how the
values used in the financial statements
relate to gain and loss on the tax returns.
Consequently, records would have to
clearly show: (1) That the same value
used on the financial statement was
used on the tax return; (2) that no
security subject to section 475 and
reported under the required
methodology on the financial statement
was excluded in the application of the
safe harbor; and (3) that only securities
or commodities subject to section 475
had been carried over to the tax return
under the safe harbor.

Given the complexity of the business
operations of many taxpayers,
comparing a single line on the financial
statement to a single line on the tax
return will not suffice to verify that the
same value used for the financial
statement was used on the tax return.
Therefore, a safe harbor will impose
specific verification and reconciliation
requirements.

The IRS and the Treasury Department
are concerned about valuation issues
that may arise from pooling of securities
and commodities. Comments are
requested on how securities and
commodities are pooled for purposes of
financial reporting, how they are pooled
for tax reporting, and how the
Commissioner can verify the basis
determination of a single position
contained in the pool if that position is
sold or settled in the year following the
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mark and other positions in the pool are
not sold.

The IRS and the Treasury Department
are similarly concerned about the
consolidation and de-consolidation of
the business structure. Comments are
requested on the impact of the
consolidation and de-consolidation on
determining whether the same securities
and commodities will be reflected on
both the financial statement and the tax
return.

The IRS and the Treasury Department
are considering rules that would require
electing taxpayers to maintain and, if
requested, provide to the Commissioner
in a timely manner the following
records: (1) Books and records clearly
establishing that the values used in
determining gain or loss under section
475(a) for eligible securities or
commodities were the values used in
the financial statement; (2) for taxpayers
filing a Form 1120, a reconciliation of
the amount of net income reported on
the financial statement to the amount
reported on line 1 of the Schedule M—

1 on the Form 1120, Corporate Income
Tax Return; and (3) for other taxpayers,
a similar reconciliation schedule. The
documents for reconciliation purposes
include supporting schedules, exhibits,
computer programs used in producing
the values and schedules, and
documentation of rules and procedures
governing determination of the values.
Books and records would include all
those that are required to be maintained
for financial or regulatory reporting
purposes, even if those books and
records are not specifically covered by
section 6001. Comments are requested
on whether less burdensome
recordkeeping requirements could be
developed that would still allow for
effective verification of conformity.

The IRS and the Treasury Department
are considering situations in which the
Commissioner should enter into
agreements with specific taxpayers
establishing which records would have
to be maintained, how the records
would have to be maintained, and how
long the records would have to be
retained. Because an agreement would
be tailored to a particular taxpayer’s
operations and environment, it is
expected that an agreement would arise
only after individual negotiations.
Although no taxpayer would be entitled
to an agreement, an agreement based on
an early understanding of a taxpayer’s
operations would be in the best interests
of tax administration and, therefore,
would be encouraged.

E. Eligible Taxpayers

The safe harbor is being considered
for dealers in securities under section

475(c)(1). Whether the safe harbor
would also be extended to securities
traders, dealers in commodities, and
commodities traders would largely
depend on whether the extension would
comport with the principles described
in the Overview.

F. Eligible Securities and Commodities

Section 475 applies to a wide variety
of securities and commodities. It is
relatively easy for both taxpayers and
the IRS to determine the fair market
value of positions for which pricing
information is readily available, such as
most actively traded personal property.
The need for a safe harbor is most
pressing for positions for which pricing
information is not readily available,
including more complex notional
principal contracts and derivative
instruments, and hedges described in
sections 475(c)(2)(D), (E), and (F).
Comments are requested on what
securities should be included in the safe
harbor.

Commodities raise problems similar
to those for securities, so the need for
a safe harbor is similarly pressing for
commodities (including commodities
derivatives) for which pricing
information is not readily available.
Comments are requested addressing
application of a safe harbor for
commodities.

G. Comments on Other Valuation
Methodologies and Safe Harbors

Comments are requested on whether
there are other methodologies for
determining fair market values under
section 475. Comments are also
requested on whether other safe harbors
could act as proxies for fair market
value under section 475.

Lon B. Smith,

Associate Chief Counsel (Financial
Institutions and Products).

[FR Doc. 03-11047 Filed 5—-2—-03; 8:45 am)|]
BILLING CODE 4830-01-P

FEDERAL MEDIATION AND
CONCILIATION SERVICE

29 CFR Part 1480
RIN 3076AA10

Access To Neutrals Initiative

AGENCY: Federal Mediation and
Conciliation Service.

ACTION: Proposed rule.

SUMMARY: The Federal Mediation and
Conciliation Service is proposing a new
regulation to establish an Access to
Neutrals Initiative. The main function of

the Access to Neutrals Initiative is to
provide a Registry of Neutrals—a list of
individual dispute resolution providers
who have documented their
qualifications according to criteria
outlined in the regulation in the
categories of ADR experience, ADR
education/training, substantive
education in the content area and
experience in the content area. The
proposed Access to Neutrals Initiative
also includes informational, ethical and
continuing education requirements for
individuals on the Registry of Neutrals
as wellas a consumer complaint process.
The proposed regulation provides for
clients to access the Registry by Web
site or by request from FMCS.

DATES: Written comments must be
submitted to the office listed in the
addresses section below on or before
July 7, 2003.

ADDRESSES: Send comments to Peggy A.
McNeive, Acting Director of the Access
to Neutrals Initiative, FMCS, 801
Walnut, Suite 501, Kansas City,
Missouri 64106.

FOR FURTHER INFORMATION CONTACT:
Peggy A. McNeive, Telephone: (816)
374-6215; Fax (816) 374-6026.
SUPPLEMENTARY INFORMATION: The
Federal Mediation and Conciliation
Service (“FMCS” or “the Agency”) is
experiencing rapid growth in demand
for its mediation and related alternative
dispute resolution (ADR) services that
may soon exceed the Agency’s capacity
to provide these services through its in-
house staff of 200 professional
mediators. Requests for ADR processes
by other federal agencies, state
governments, political subdivisions of
states (agencies, cities, school districts,
etc.) and other entities have added to
FMCS’ original mission to provide
assistance in labor collective bargaining.
Clients seek mediation and ADR
services from FMCS for many types of
disputes in addition to labor, including
employment, public policy and multi-
party regulatory negotiation disputes.
Even greater numbers and different
types of clients may seek assistance
from FMCS in the future because of the
leadership and credibility of FMCS in
the area of dispute resolution. To meet
the anticipated surge in demand, FMCS
is proposing this regulation to provide
its expanding base of clients with ready
access to a pool of professional, private-
sector neutrals equipped to handle
workplace and organizational disputes
arising outside of the labor/collective
bargaining arena.

The Access to Neutrals Initiative
(ANTI) embodied in the proposed
regulation would establish a registry of
highly qualified private-sector neutrals,
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