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would it exclude any persons or groups
from participation in the voluntary shell
egg grading program, deny any persons
or groups the benefits of the grading
program, or subject any persons or
groups to discrimination.

Paperwork Reduction Act

In accordance with the Paperwork
Reduction Act of 1995 (44 U.S.C. 3501
et seq.), the Office of Management and
Budget (OMB) has approved the
information collection and
recordkeeping requirements included in
this rule, and there are no new
requirements. The assigned OMB
control number is 0581-0128.

List of Subjects in 7 CFR Part 56

Eggs and egg products, Food grades
and standards, Food labeling, Reporting
and recordkeeping requirements.

For reasons set forth in the preamble,
it is proposed that 7 CFR part 56 be
amended as follows:

PART 56—VOLUNTARY GRADING OF
SHELL EGGS

1. The authority citation for part 56
continues to read as follows:

Authority: 7 U.S.C. 1621-1627.

2. Amend §56.1 by revising the term
Eggs of current production and adding
a definition for the term Shipped for
retail sale to read as follows:

§56.1 Meaning of words and terms
defined.

* * * * *

Eggs of current production means
shell eggs that are no more than 15 days
old.

* * * * *

Shipped for retail sale means shell
eggs that are forwarded from the
processing facility for distribution to the
ultimate consumer.

* * * * *

In §56.40 paragraph (c) is revised to
read as follows:

§56.40 Grading requirements of shell
eggs identified with consumer grademarks.

* * * * *

(c) In order to be officially identified
with a USDA consumer grademark,
shell eggs shall:

(1) Be eggs of current production;

(2) Not possess any undesirable odors
or flavors; and

(3) Not have previously been shipped
for retail sale.

Dated: July 22, 1999.
Kenneth C. Clayton,

Acting Administrator, Agricultural Marketing
Service.

[FR Doc. 99-19093 Filed 7-26-99; 8:45 am]
BILLING CODE 3410-02-P

FEDERAL TRADE COMMISSION
16 CFR Part 312

Children’s Online Privacy Protection
Rule

AGENCY: Federal Trade Commission.
ACTION: Initial regulatory flexibility
analysis.

SUMMARY: The Commission is
publishing this initial regulatory
flexibility analysis to aid the public in
commenting upon the small business
impact of its proposed rule
implementing the Children’s Online
Privacy Protection Act (““COPPA” or
“the Act”).

DATES: Written comments must be
submitted on or before August 6, 1999.
ADDRESSES: Written comments should
be submitted to Secretary, Federal Trade
Commission, Room H-159, 600
Pennsylvania Avenue, NW, Washington,
DC 20580. The Commission requests
that commenters submit the original
plus five copies, if feasible. To enable
prompt review and public access,
comments also should be submitted, if
possible, in electronic form, on either a
5%a or a 32 inch computer disk, with

a disk label stating the name of the
commenter and the name and version of
the word processing program used to
create the document. (Programs based
on DOS or Windows are preferred. Files
from other operating systems should be
submitted in ASCII text format.)
Alternatively, the Commission will
accept comments submitted to the
following e-mail address
<kidsrule@ftc.gov>. Individual members
of the public filing comments need not
submit multiple copies or comments in
electronic form. All submissions should
be captioned: “Children’s Online
Privacy Protection Rule—IRFA
Comment, P994504.” Comments will be
posted on the Commission’s Web site:
<http://www.ftc.gov>.

FOR FURTHER INFORMATION CONTACT:
Toby Milgrom Levin, (202) 326-3156,
Loren G. Thompson, (202) 326—2049, or
Jill Samuels, (202) 326—2066, Division
of Advertising Practices, Bureau of
Consumer Protection, Federal Trade
Commission, 601 Pennsylvania Avenue
NW, Washington, DC 20580.
SUPPLEMENTARY INFORMATION: This
notice supplements the Commission’s

initial notice of proposed rulemaking,
64 FR 22750 (Apr. 27, 1999), for a
Children’s Online Privacy Protection
Rule, 16 CFR part 312, to implement the
requirements of the Children’s Online
Privacy Protection Act of 1998 (*‘the
Act™), title XIIlI, Omnibus Consolidated
and Emergency Supplemental
Appropriations Act, 1999, Pub. L. 105—
277,1112 Stat. 2681, ____ (Oct. 21,
1998). The Commission’s notice of
proposed rulemaking did not include an
initial regulatory flexibility analysis
pursuant to the Regulatory Flexibility
Act (5 U.S.C. 603) based on a
certification that the proposed rule will
not have a significant economic impact
on a substantial number of small entities
(5 U.S.C. 605). See 64 FR 22761.

In the Notice of Proposed
Rulemaking, the Commission concluded
that the proposed rule’s requirements
are expressly mandated by the COPPA.
In the Commission’s view, the Act’s
requirements account for most, if not,
all of the economic impact of the
proposed rule, and the Commission’s
proposal adds little, if any, additional
independent compliance burden to the
statutory requirements. For example, as
reiterated below, the proposed rule
consistently incorporates the overall
“performance” standards set forth in the
statute rather than mandating any
particular compliance method or
approach. See 5 U.S.C. 603(c)(3).
Moreover, certain provisions of the rule
(e.g., definitions taken directly from the
statute, enforceability of rule by the
Commission and the states, severability
of the rule’s provisions) would appear to
have no material effect on the costs or
burdens of compliance under the rule
for regulated entities, regardless of size.
Thus, the marginal cost, if any, that
would be imposed by the rule on
regulated entities, including small
entities, would not be substantial. Since
the Regulatory Flexibility Act does not
require an initial (or final) regulatory
flexibility analysis when a *‘rule” will
not have a significant economic impact
on a substantial number of small entities
(5 U.S.C. 605), such an analysis did not
accompany the proposed rule.
Nonetheless, in its Notice of Proposed
Rulemaking to implement the COPPA,
the Commission expressly invited
public comment on the proposed rule’s
effect on the costs, profitability,
competitiveness of, and employment in
small entities to ensure that no
significant economic impact on a
substantial number of small entities
would be overlooked. See 64 FR 22761.

In response, the Commission received
comments suggesting, among other
things, that the Commission publish an
initial regulatory flexibility analysis
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under the Regulatory Flexibility Act.t
While the Commission continues to
believe that such an analysis is not
technically required, the Commission
has decided to publish the following
analysis to provide further information
and opportunity for public comment on
the small business impact, if any, of the
rule. The Commission notes that it has
already afforded a period of public
comment on the proposed rule for such
comments, and will be conducting a
public workshop on July 20, 1999, on
the issue of obtaining parental consent
under the rule. See 64 FR 34595 (June
28, 1999). The workshop will provide
an additional opportunity for public
comment on how compliance with that
particular requirement might be
achieved, while minimizing the
potential impact of the requirement on
regulated entities, including small
entities, to the extent the Commission
has any discretion on that issue. The
July 30th deadline for comments in
response to the initial regulatory
flexibility analysis set forth below is
scheduled to coincide with the close of
the comment period that will follow the
public workshop described earlier.

Description of the reasons that action
by the agency is being considered. The
COPPA requires the Commission to
promulgate this rule not later than one
year after the date of enactment of the
Act. COPPA §1303(b)(1).

Succinct statement of the objectives
of, and legal basis for, the proposed
rule. To prohibit unfair and deceptive
acts and practices in connection with
commercial websites’ and online
services’ collection and use of personal
information from and about children by:
(1) Enhancing parental involvement in a
child’s online activities in order to
protect the privacy of children in the
online environment; (2) helping to
protect the safety of children in online
fora such as chat rooms, home pages,
and pen-pal services in which children
may make public postings of identifying
information; (3) maintaining the
security of children’s personal
information collected online; and (4)
limiting the collection of personal
information without parental consent.
The legal basis for the proposed rule is
the COPPA.

Description of and, where feasible, an
estimate of the number of small entities
to which the proposed rule will apply.
In general, the rule will apply to any
commercial operator of an online

1See Comment No. 74 submitted by the
Honorable George W. Gekas and James M. Talent of
the House of Representatives and Comment No. 91
submitted by Jere W. Gover, Jennifer A. Smith, and
Eric E. Menge, Office of Advocacy, U.S. Small
Business Administration.

service or Internet website directed to
children or a commercial operator of an
online service or Internet website who
has actual knowledge that he or she is
collecting personal information from a
child. See proposed Rule §312.3
(general requirements). The rule does
not apply to nonprofit entities. See
proposed Rule §312.2 (defining
‘“‘operator’’). A precise estimate of the
number of small entities that fall within
the rule is not currently feasible because
the definition of a website directed to
children turns on a number of factors
that will require a factual analysis on a
case-by-case basis.2 The Commission
seeks any information or comment on
these issues, as noted below.
Description of the projected reporting,
recordkeeping and other compliance
requirements of the proposed rule,
including an estimate of the classes of
small entities that will be subject to the
requirement and the type of professional
skills necessary for preparation of the
report or record. The statute and
proposed rule do not directly impose
any “‘reporting” or “‘recordkeeping”
requirements within the meaning of the
Paperwork Reduction Act, but would
require that operators make certain
third-party disclosures to the public,
i.e., provide parents with notice of their
privacy policies. See proposed Rule
8§8312.3(a) (notice on website or online
service), 312.4(a), (b), & (c) (format and
contents of notice), 312.5(c)(3) & (4)
(parental notification to obtain consent),
312.6(a)(1) (parental notification of
information being collected on
children). The Commission is seeking
clearance from the Office of
Management & Budget (OMB) for these
requirements and the Commission’s
Supporting Statement submitted as part
of that process is being made available
on the public record of this rulemaking.
The statute and proposed rule also
contain a number of compliance
requirements not subject to the
Paperwork Reduction Act, including but
not limited to obtaining verifiable
parental consent to collect personal
information from children, § 312.5(b);
allowing parents to have the
opportunity to review and make
changes to information provided by
their children, 8 312.6; and developing
and implementing methods for
maintaining the confidentiality,

2The proposed Rule (8§ 312.2) states that “In

determining whether a commercial website or
online service, or a portion thereof, is targeted to
children, the Commission will consider its subject
matter, visual or audio content, age of models,
language or other characteristics of the website or
online service, as well as whether advertising
promoting or appearing on the website or online
service is directed to children.”

security, and integrity of personal
information collected from children,
§312.8. These statutorily mandated
obligations do not require operators to
file reports or maintain records within
the meaning of the Paperwork
Reduction Act, although the
Commission recognizes that there are
potential compliance costs associated
with these requirements. As noted
above, the only class of small entities
that would be subject to the above-
described compliance requirements
would be commercial operators of
websites or online services directed to
children or those commercial operators
who have actual knowledge that they
are collecting information from
children, as discussed earlier.

Since the rule does not directly
mandate “‘reporting” or
“recordkeeping’ within the meaning of
the Paperwork Reduction Act, the rule
does not require professional skills for
the preparation of “reports’” or
“records” under that Act. The statute
and rule do require that certain third-
party disclosures (i.e., privacy policy
notices) may initially require
professional attorney and computer
programmer time to develop and post.
For purposes of its Supporting
Statement to OMB under the Paperwork
Reduction Act, the Commission
estimated approximately 60 hours per
site (83% attorney hours, 17%
programmer hours) in the first year and
six hours per web site in subsequent
years. However, the Commission as
noted below, seeks further comment on
the actual costs or expenditures, if any,
of developing and posting the required
privacy policy notices, and the extent to
which these costs may differ or vary for
small entities. (See the Supporting
Statement submitted by the Commission
to OMB at <http://www.ftc.gov/os/
1999/9906/childprivsup>) It is
important to note, however, that the
Commission anticipates that any
expenditures for professional attorney
or programmer time may be
significantly reduced or eliminated if
websites avail themselves of software or
other compliance tools or kits that make
it easier and less costly to meet the
rule’s notice requirements. A number of
industry groups have already developed
privacy policy toolkits which are
available online as part of their self-
regulatory efforts in the privacy area.
The Commission seeks further comment
on this issue.

Certain of the statute’s and rule’s
other non-Paperwork Reduction Act
requirements may require some clerical
or computer programmer time for
compliance. For example, an employee
may be required to review parental
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responses to the operator’s requests for
consent. Depending on the method
chosen by the operator to seek parental
consent, some employee training may be
required, e.g., training an employee
manning a toll-free telephone number to
recognize whether a child or adult is on
the line. Similar skills would be
required of employees responsible for
handling requests from parents who
want to review the information
provided by their children. Finally,
computer programming and security
expertise will be required to ensure that
the operator maintains the
confidentiality, security, and integrity of
the data collected from children.
Because the Commission currently has
no basis on which to determine the
number of hours required to conduct
such tasks and as these requirements are
not subject to the Paperwork Reduction
Act, the Commission has not attempted
here to provide an estimate in terms of
burden hours, but is instead seeking
reliable information and comment on
costs and burdens for small entities.

Identification, to the extent
practicable, of all relevant Federal rules
that may duplicate, overlap or conflict
with the proposed rule. The
Commission is unaware of any
duplicative, overlapping, or conflicting
Federal rules. As noted below, the
Commission seeks comments and
information about any such rules, as
well as any other state, local, or industry
rules or policies that require website
operators and online services to
implement business practices (e.g.,
notification, parental consent, security
measures, etc.) that would comply with
the requirements of the Commission’s
proposed rule.

Description of any significant
alternative to the proposed rule that
accomplish the stated objectives of
applicable statutes and that minimize
any significant economic impact of the
proposed rule on small entities,
including alternatives considered, such
as: (1) establishment of differing
compliance or reporting requirements or
timetables that take into account the
resources available to small entities; (2)
clarification, consolidation, or
simplification of compliance and
reporting requirements under the rule
for such small entities; (3) use of
performance rather than design
standards; (4) any exemption from
coverage of the rule, or any part thereof,
for such small entities. Under the
proposed rule, subject operators will be
free to choose one or more methods to
achieve the goals of the rule based on
their individual business models and
needs. In many instances the proposed
rule utilizes a performance standard to

permit as much flexibility as possible
for website operators to comply with the
rule. For example, proposed Rule
§312.4(b) minimizes the burden on
website operators and online service
providers by permitting the notice to be
posted by providing “links” to notices,
rather than requiring complete texts of
the notice, on each “‘page’ or other
location(s) where personal information
is collected from children. Likewise, the
requirements for parental notice
(proposed Rule §312.4(c)) are flexible
and open-ended for all entities, not just
small entities, requiring simply that the
operator make ‘‘reasonable efforts,
taking into account available
technology, to ensure” that notice
reaches parents. See also proposed Rule
§312.5 regarding parental consent.
Although these rules impose some
costs, it is important to recognize that
the requirements of notice, consent,
access and security are mandated by the
COPPA itself. Although the Commission
has sought to minimize the burden on
all businesses, including small entities,
by incorporating the statute’s flexible
“performance’” standards, the
Commission does not have the
discretion to provide for exemptions
from the COPPA based on size of the
operator. Likewise, the proposed rule
attempts to clarify, consolidate, and
simplify the statutory requirements for
all entities, including small entities, but
the Commission has little discretion, if
any, to mandate different compliance
methods or schedules for small entities
that might “‘take into account the
resources available to small entities” but
not comply with the statutory
requirements. For example, the COPPA
requires the posting of privacy policies
by websites and online services before
information is collected from children
and a waiver for small entities of that
prior notice requirement (e.g., by
permitting notice after the fact) would
be inconsistent with the statutory
mandate. See COPPA, Pub. L. No. 105—-
277, §1303(b)(1)(A) (i) and (ii).
Nevertheless, the Commission is
seeking to address the variability of
online businesses and to devise
performance standards to allow for
flexibility and innovation to achieve
compliance with the mandated COPPA
protections. Throughout the rulemaking
proceeding, the Commission has made
every effort to gather information
regarding the economic impact of the
COPPA'’s parental notice and consent
requirements on all operators, including
small entities. Thus, the Federal
Register notice announcing the
proposed rule included a number of
questions for public comment regarding
the costs and benefits associated with

these key requirements with respect to
small entities.

In addition, the agenda for the July
20th public workshop includes topics
designated to elicit economic impact
information, particularly as it would
affect small businesses. The workshop
will examine a wide range of
mechanisms to implement parental
consent so as to obtain a rich record of
how operators, including small entities,
can comply with the statutory
requirement.

Questions for Comment To Assist
Regulatory Flexibility Analysis

1. Please provide comment on any or
all of the provisions in the proposed
rule with regard to (a) the impact of the
provision(s) (including any benefits and
costs), if any, and (b) what alternatives,
if any, the Commission should consider,
as well as the costs and benefits of those
alternatives, paying specific attention to
the effect of the rule on small entities in
light of the above analysis. In particular,
please provide the above information
with regard to the following sections of
the proposed rule:

a. The requirement that notice be
placed on the website, § 312.4(b);

b. The requirement that notice be
provided to parents, § 312.4(c);

c. The requirement that operators
obtain verifiable parental consent,
§312.5;

d. The requirement that parents be
allowed to review and correct personal
information provided by their children,
§312.6;

e. The requirement that operators take
steps to ensure the confidentiality,
safety, and integrity of the information
provided to them, §312.8; and

f. Any other requirement not
mentioned above.

Costs to “implement and comply”
with the rule include expenditures of
time and money for: any employee
training; attorney, computer
programmer, or other professional time;
preparing relevant materials; processing
materials, including, for example,
processing parental consent materials or
requests for access to information; and
recordkeeping.

2. Please describe ways in which the
rule could be modified to reduce any
costs or burdens for small entities
consistent with the COPPA’s mandated
requirements.

3. Please describe whether and how
technological developments (such as the
development and implementation of
digital signatures) could reduce the
costs of implementing and complying
with the rule for small entities or other
operators.
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4. Please provide any information
quantifying the economic benefits to
website operators of collecting personal
information from or about children,
including any information showing:
advertising revenues based in part upon
the number of children registered at a
site; revenue derived from the sale or
rental of children’s personal or aggregate
information to others; efficiencies
resulting from marketing to a targeted
audience; or revenue resulting from
designing a customized and appealing
site.

5. Please identify all relevant Federal,
state or local rules that may duplicate,
overlap or conflict with the proposed
rule. In addition, please identify any
industry rules or policies that require
website operators and online services to
implement business practices (e.g.,
notification, parental consent, security
measures, etc.) that would already
comply with the requirements of the
Commission’s proposed rule.

By direction of the Commission.

Donald S. Clark,

Secretary.

[FR Doc. 99-19094 Filed 7-26—-99; 8:45 am]
BILLING CODE 6750-01-M

COMMODITY FUTURES TRADING
COMMISSION

17 CFR Part 5

Revised Procedures for Commission
Review and Approval of Applications
for Contract Market Designation and of
Related Contract Terms and
Conditions

AGENCY: Commodity Futures Trading
Commission.

ACTION: Proposed rulemaking.

SUMMARY: In 1997, the Commodity
Futures Trading Commission
(Commission) promulgated a new fast-
track procedure for the review and
approval of applications for contract
market designation in either ten or forty-
five days. In response to continued
expressions of industry concern that the
ability to list new contracts for trading
without delay is vital to the exchanges’
continued competitiveness, the
Commission is proposing a two-year
pilot program to permit the listing of
contracts for trading prior to
Commission approval.

The proposed procedure would
preserve the public interest in
Commission review and approval of
new contracts by providing that no more
than one year’s trading months may be
listed at any time prior to approval. Any
problems with a new contract could be

rectified within that initial listing
period. As proposed, exchanges would
retain the choice to proceed under the
current procedures for prior approval of
new contracts, including fast-track
application review.

The proposed listing of new contracts
prior to designation does not affect the
general requirement that proposed
exchange rules and changes to existing
exchange rules must be reviewed and
approved by the Commission prior to
implementation. Exchange rule changes,
including both changes to contract
terms and conditions and to rules of
broad application that are not contract
terms or conditions, can and do have an
impact on open positions. They may
affect the economic utility of contracts.
Moreover, exchange rule changes may
be the subject of divergent interests or,
potentially, conflicts of interest at an
exchange or raise broad public policy
issues, all of which require that
exchange rule changes be addressed
through the Commission’s statutory
process of prior review and approval.

DATES: Comments must be received
August 26, 1999.

ADDRESSES: Comments should be
mailed to the Commodity Futures
Trading Commission, Three Lafayette
Centre, 1155 21st Street, NW.,
Washington, DC 20581. Office of the
Secretariat; transmitted by facsimile at
(202) 418-5521; or transmitted
electronically at [secretary@cftc.gov].

FOR FURTHER INFORMATION CONTACT: Paul
M. Architzel, Chief Counsel, Division of
Economic Analysis, Commodity Futures
Trading Commission, Three Lafayette
Centre, 1155 21st Street, NW.,
Washington, DC 20581, (202) 418-5260,
or electronically, [PArchitzel@cftc.gov].

SUPPLEMENTARY INFORMATION:

I. Need for Additional Flexibility in
Listing New Contracts

The Commission thoroughly analyzed
the nature of global competition in the
futures industry in a major 1994 study
mandated by Congress as part of the
1992 amendments to the Act.? That
study analyzed the growth of futures
trading in non-U.S. markets and the
relative decline in the global market
share of U.S. exchanges. Although much
has changed since 1994 in the global
competitiveness of the futures industry,
including in particular the continued
evolution and development of new
electronic trading platforms, many of
the 1994 study’s major conclusions
remain valid today. The 1994 study

1 A study of the Global Competitiveness of U.S.
Futures Markets, Commodity Futures Trading
Commission, (April 1994)(‘‘1994 study”’).

concluded that U.S. exchanges remain
leaders in innovation and generally
have reached the global market first
with new products.2 Foreign exchanges,
by and large, have grown by developing
products tailored to their home markets
and by trading those products at the
same time of day as the underlying
foreign cash market.3 The study found
no evidence that disparities in the
regulatory frameworks of various
jurisdictions, including particularly
disparities in procedures for listing new
contracts, were a major factor explaining
the success of various exchanges in the
global market.4

The Commission also concluded in its
study that, “‘the U.S. regulatory system
must be responsive to changes in the
marketplace if U.S. markets are to
remain competitively robust. Consistent

2The Commission has been supportive, in
general, of initiatives of U.S. exchanges to become
more competitive both in terms of new products
and trading systems. For example, the Commission
has encouraged and supported industry-wide
innovation and modernization in trading systems,
sponsoring a round-table on October 16, 1996, to
highlight issues relating to electronic order routing
and trading systems. It has also amended many
rules to respond to industry requests and on its own
initiative to support the competitiveness of U.S.
exchanges. Specifically, the Commission has
promulgated rules to streamline applications for
contract market designation, 64 FR 29217 (June 1,
1999); to permit bunched orders for sophisticated
customers to be allocated after their execution, 63
FR 45699 (August 27, 1998); to permit futures-style
margining of commodity options, 63 FR 32726 (June
16, 1998); to eliminate the requirement that futures
commission merchants and introducing brokers
deliver the specified risk disclosure document
when opening accounts for sophisticated
customers, 63 FR 8566 (February 20, 1998); to
eliminate the short option value charge against a
future commission merchant’s net capital, 63 FR
32725 (June 16, 1998); to expand the use of
acceptable electronic storage media for required
records, 64 FR 28735 (May 27, 1999); to permit the
use of a two-part disclosure document, 63 FR 58300
(October 30, 1998); to permit the trading of
“exchange of futures for swaps’ on the New York
Mercantile Exchange, 63 FR 3708 (January 26,
1998); and to increase speculative position limits,
64 FR 24038 (May 5, 1999).

Moreover, the Commission has been very
supportive of industry efforts over the years to
introduce innovative futures and option contracts.
These include such innovative concepts as the
reintroduction of exchange-traded options, the
introduction of flexible options, the first cash-
settled futures contracts, the first futures contracts
on stock indexes and the first futures and option
contracts on natural gas, electricity crop yields,
pollution permits, and bankruptcy rates.

3For example, many foreign exchanges trade
interest-rate contracts based upon the sovereign
debt of the nation in which they are located.

4 Moreover, the trend among foreign authorities
has been to strengthen their regulatory regimes. The
Commission has been a world-leader in promoting
the strengthening of regulatory oversigh as futures
trading becomes more global in nature. This process
has accelerated in light of developments in
connection with the Barings, Plc. and Sumitomo
Corp. situations. See, Windsor Declaration issued
May 17, 1995, and London Communiqué on
Supervision of Commodity Futures Markets
(November 26, 1996).



