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any time after December 27, 2006, the
Commission may issue an order
granting the application, unless the
Commission orders a hearing.

For the Commission, by the Division of
Corporation Finance, pursuant to delegated
authority.

Nancy M. Morris,

Secretary.

[FR Doc. E6—-20310 Filed 11-30-06; 8:45 am]|
BILLING CODE 8011-01-P

SECURITIES AND EXCHANGE
COMMISSION

[Release No. 34-54816; File No. SR-NSCC-
2006-09]

Self-Regulatory Organizations;
National Securities Clearing
Corporation; Order Approving
Proposed Rule Change To Allow Cash,
Next Day, and Seller’s Option Equity
Trades To Be Processed in the
Continuous Net Settlement System
and To Modify the Clearing Fund
Formula To Mitigate the Risk
Associated With the Shorter
Settlement Cycle of Cash and Next Day
Settling Trades

November 27, 2006.

I. Introduction

On July 24, 2006, the National
Securities Clearing Corporation
(“NSCC”) filed with the Securities and
Exchange Commission (“Commission”)
proposed rule change SR-NSCC-2006—
09 pursuant to Section 19(b)(1) of the
Securities Exchange Act of 1934
(““Act”).® Notice of the proposal was
published in the Federal Register on
September 29, 2006.2 The Commission
received no comment letters. For the
reasons discussed below, the
Commission is approving the proposed
rule change.

II. Description

NSCC seeks to modify its procedures
for equity trade processing to enable
cash,? next day,* and seller’s option ®
equity trades received on a locked-in
basis from self-regulatory organizations
(“SROs”’) and Qualified Special
Representatives (“QSRs”) to be
processed in NSCC’s Continuous Net

115 U.S.C. 78s(b)(1).

2 Securities Exchange Act Release No. 54482
(September 22, 2006), 71 FR 57588.

3 A “cash trade” is a trade that settles on the same
day as the trade.

4 A “next day trade” is a trade that settles on the
day after the trade (“T+1").

5A “seller’s option trade” is a trade that gives the
seller the right to deliver the securities on a
specified date ranging from not less than two but
not more than 180 days after the trade.

Settlement (“CNS”’) system.® NSCC is
also proposing to add a new element to
its clearing fund formula to cover trades,
such as cash and next day settling CNS
trades, that settle in less than three
days.”

A. Cash, Next Day, and Seller’s Option
Equity Trades Processed in CNS

Currently, cash, next day, and seller’s
option equity trades are recorded or
compared, as applicable, and are
reported by NSCC to its members but
are not settled through NSCC'’s facilities.
Instead these trades currently settle on
a trade-for-trade basis directly between
counterparties.

When NSCC updated and revised
CNS in 2004 (referred to as the “CNS
Rewrite”), a major aspect included a
new platform for the system that
accommodates real-time updates,
including the capacity to add trades to
the settlement process on a real-time
basis for late input into CNS until noon
of settlement day.8 At that time, rule
changes were made to permit as-of
regular way equity trades, i.e., trades
settling on a T+3 basis that are either
recorded or compared after trade date,
to be submitted to NSCC up to the cut-
off time designated by NSCC on T+3 for
processing in CNS for settlement on
their originally designated settlement
dates. Given the system’s real-time
capabilities, members would now also
like to have cash, next day, and seller’s
option equity trades in CNS-eligible
CUSIPS made eligible for processing in
CNS. This would provide members with
the benefits of netting, automated trade
processing, and NSCC’s trade guaranty.
Accordingly, NSCC proposes to amend
its Procedure II (Trade Comparison and
Recording Service) to permit cash, next
day, and seller’s option equity
transactions submitted by SROs and
QSRs on behalf of members to be
processed for settlement through the
facilities of NSCC.

Cash trades submitted after the cut-off
time designated by NSCC, which is
currently 11:30 a.m., would only be
recorded and reported by NSCC and
would, as is the current situation, have
to be settled directly between the parties

6 Cash and next day trades in debt securities are
compared but are not settled through NSCC. NSCC
is not at this time seeking to make such trades
eligible for CNS.

7NSCC plans to implement the proposed rule
change in the first quarter of 2007. NSCC will notify
the Commission and issue an Important Notice
when it is prepared to implement the proposed rule
change.

8 Securities Exchange Act Release No. 50026 (July
15, 2004), 69 FR 43650 [File No. SR-NSCC-2004—
01].

outside of NSCC.? Next day as-of trades
if received prior to the applicable cut-
off time, would be processed for
settlement on their originally designated
settlement date.10 If such trades were
received after the applicable cut-off
time, the trade would be assigned the
next settlement day for settlement.
Seller’s option equity trades would be
accepted for processing so long as the
parties’ designated settlement date is
not more than 180 days beyond the
trade date. Finally, trades that are (i)
designated “‘special trades,” 11 (ii) in
non-CNS eligible securities, (iii) in
securities undergoing corporate actions,
or (iv) scheduled to settle between the
ex-dividend date and the record date
would continue to be processed on a
trade-for-trade basis outside NSCC’s
facilities.

Conforming changes as needed are
also being made to Procedure IV
(Special Representative Service),
Procedure V (Balance Order Accounting
Operation), and Procedure VII (CNS
Accounting Operation).

B. Shortened Process Trade Component
in the Clearing Fund Formula

NSCC is also proposing to modify its
clearing fund formula (Procedure XV)
by including an additional component
that is intended to mitigate the risk
associated with trades that are
processed on a settlement cycle shorter
than three days such as cash and next
day settling CNS trades. Because
NSCC'’s trade guaranty would attach to
these trades prior to the scheduled
collection of clearing fund monies, the
proposed new additional component is
intended to mitigate risk by calculating
an average clearing fund requirement for
this type of activity (referred to in the
proposed rules and this release as
“Specified Activity”’) based upon
historical activity.12

Specified Activity positions would be
isolated and a charge would be applied
using not less than two standard
deviations. The new component would
equal the average of a member’s charges
for Specified Activity on the three
highest days with the Special Activity
charges calculated over the most recent

9NSCC announced the 11:30 a.m. cut-off time in
its Important Notice A#6220, P&S#5790 (March 23,
2006), which is the same as the current cut-off time
for receipt of next day as-of trade input. Any
changes to the cut-off times would be announced
by NSCC through an Important Notice.

101d.

11 A “special trade” is defined in NSCC’s rules to
mean a transaction reported to NSCC involving a
security either which the parties thereto agree to
settle on a member-to-member basis or which NSCC
designates as settling on a member-to-member basis.

12 This component is also being added to
Appendix 1.
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20-day period. Specified Activity
includes cash trades, next day settling
trades, as-of trades compared or
recorded on T+3 (including trades
received after the applicable T+2 cut-off
time), and other similar transactions.

III. Discussion

Section 19(b) of the Act directs the
Commission to approve a proposed rule
change of a self-regulatory organization
if it finds that such proposed rule
change is consistent with the
requirements of the Act and the rules
and regulations thereunder applicable to
such organization. Section 17A(b)(3)(F)
of the Act requires that the rules of a
clearing agency be designed to promote
the prompt and accurate clearance and
settlement of securities transactions and
to assure the safeguarding of securities
and funds which are in its custody or
control or for which it is responsible.13
The Commission believes that NSCC’s
rule change is consistent with this
section because it should facilitate the
prompt and accurate clearance and
settlement of securities by expanding
the types of trades eligible for inclusion
in settlement through CNS. In addition,
the proposed rule change should help
assure the safeguarding of securities and
funds in NSCC'’s custody or control or
for which it is responsible by enabling
NSCC to more accurately determine and
collect collateral to cover the potential
additional exposures resulting from
trades that are processed on a settlement
cycle shorter than three days.

IV. Conclusion

On the basis of the foregoing, the
Commission finds that the proposed
rule change is consistent with the
requirements of the Act and in
particular section 17A of the Act and
the rules and regulations thereunder.

It is therefore ordered, pursuant to
section 19(b)(2) of the Act, that the
proposed rule change (File No. SR—
NSCC-2006—-09) be and hereby is
approved.

For the Commission by the Division of
Market Regulation, pursuant to delegated
authority.14

Nancy M. Morris,

Secretary.

[FR Doc. E6-20309 Filed 11-30-06; 8:45 am]
BILLING CODE 8011-01-P

1315 U.S.C. 78q—1(b)(3)(F).
1417 CFR 200.30-3(a)(12).

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration
[Summary Notice No. PE-2006-42]

Petitions for Exemption; Summary of
Petitions Received

AGENCY: Federal Aviation
Administration (FAA), DOT.

ACTION: Notice of petitions for
exemption received.

SUMMARY: Pursuant to FAA’s rulemaking
provisions governing the application,
processing, and disposition of petitions
for exemption part 11 of Title 14, Code
of Federal Regulations (14 CFR), this
notice contains a summary of certain
petitions seeking relief from specified
requirements of 14 CFR. The purpose of
this notice is to improve the public’s
awareness of, and participation in, this
aspect of FAA’s regulatory activities.
Neither publication of this notice nor
the inclusion or omission of information
in the summary is intended to affect the
legal status of any petition or its final
disposition.

DATES: Comments on petitions received
must identify the petition docket
number involved and must be received
on or before December 21, 2006.

ADDRESSES: You may submit comments
[identified by DOT DMS Docket Number
FAA-2006-24982] by any of the
following methods: Web site: http://
dms.dot.gov. Follow the instructions for
submitting comments on the DOT
electronic docket site. Fax: 1-202—-493—
2251. Mail: Docket Management
Facility; U.S. Department of
Transportation, 400 Seventh Street,
SW., Nassif Building, Room PL—401,
Washington, DC 20590-001. Hand
Delivery: Room PL—401 on the plaza
level of the Nassif Building, 400
Seventh Street, SW., Washington, DC,
between 9 a.m. and 5 p.m., Monday
through Friday, except Federal holidays.
Docket: For access to the docket to
read background documents or
comments received, go to http://
dms.dot.gov at any time or to Room PL—
401 on the plaza level of the Nassif
Building, 400 Seventh Street, SW.,
Washington, DC, between 9 a.m. and
5 p.m., Monday through Friday, except
Federal holidays.

FOR FURTHER INFORMATION CONTACT: Tim
Adams (202) 267-8033, Tyneka L.
Thomas (202) 267-7626, or Frances
Shaver (202) 267-9681, Office of
Rulemaking (ARM-1), Federal Aviation
Administration, 800 Independence
Avenue, SW., Washington, DC 20591.
This notice is published pursuant to 14
CFR 11.85 and 11.91.

Issued in Washington, DC, on November
27, 2006.
Pamela Hamilton-Powell,
Director, Office of Rulemaking.

Petitions For Exemption

Docket No.: FAA—2006-24982.

Petitioner: The Lightship Group.

Section of 14 CFR Affected: Part 121
appendices I and J.

Description of Relief Sought: The
Lightship Group is seeking relief from
part 121 appendices I and J to allow
Lightship employees that perform in
international events to be exempt from
random drug testing due to the
difficulty in reaching an approved lab
within the allotted time.

[FR Doc. E6-20354 Filed 11-30-06; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Motor Carrier Safety
Administration

[Docket No. FMCSA-2006-24925]

Establishment of the Commercial
Driver’s License (CDL) Advisory
Committee

AGENCY: Federal Motor Carrier Safety
Administration (FMCSA), DOT.

ACTION: Notice; Request for applications
for membership.

SUMMARY: The FMCSA announces
establishment of the Commercial
Driver’s License (CDL) Advisory
Committee. Section 4135 of the Safe,
Accountable, Flexible, Efficient
Transportation Equity Act: A Legacy for
Users (SAFETEA-LU) requires creation
of a “task force” to study and address
current impediments and foreseeable
challenges to the CDL Program’s
effectiveness and measures needed to
realize the full safety potential of the
Program. The FMCSA is chartering an
advisory committee under the Federal
Advisory Committee Act (FACA) to
satisfy this SAFETEA-LU requirement.
This Notice provides background and
details about the purpose and functions
of the CDL Advisory Committee, in
accordance with FACA, and discusses
the issues the CDL Advisory Committee
will study and address. The Secretary of
Transportation will appoint to the CDL
Advisory Committee 15 individuals,
representing stakeholders. The CDL
Advisory Committee will begin work by
the end of calendar year 2006.

DATES: Applications must be received
by January 2, 2007. FMCSA will
periodically call for applications, as
necessary.
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