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This section of the FEDERAL REGISTER
contains regulatory documents having general
applicability and legal effect, most of which
are keyed to and codified in the Code of
Federal Regulations, which is published under
50 titles pursuant to 44 U.S.C. 1510.

The Code of Federal Regulations is sold by
the Superintendent of Documents.

BUREAU OF CONSUMER FINANCIAL
PROTECTION

12 CFR Part 1026

Truth in Lending (Regulation Z);
Screening and Training Requirements
for Mortgage Loan Originators With
Temporary Authority

AGENCY: Bureau of Consumer Financial
Protection.

ACTION: Interpretive rule.

SUMMARY: This interpretive rule
construes the Bureau’s Regulation Z,
which implements the Truth in Lending
Act (TILA). Generally, if a mortgage loan
originator organization employs an
individual loan originator who is not
licensed and is not required to be
licensed, Regulation Z requires the loan
originator organization to perform
specific screening of that individual
before permitting the individual to act
as a loan originator and to provide
certain ongoing training. Regulation Z is
ambiguous as to whether these
requirements apply to loan originator
organizations employing individual
loan originators who have temporary
authority to originate loans pursuant to
the Economic Growth, Regulatory
Relief, and Consumer Protection Act of
2018 (EGRRCPA) amendments to the
Secure and Fair Enforcement for
Mortgage Licensing Act of 2008 (SAFE
Act). These amendments take effect on
November 24, 2019. This interpretive
rule concludes that a loan originator
organization is not required to comply
with certain screening and training
requirements under Regulation Z if the
individual loan originator employee is
authorized to act as a loan originator
pursuant to the temporary authority
described in the SAFE Act.

DATES: This interpretive rule is effective
on November 24, 2019.

FOR FURTHER INFORMATION CONTACT:
Terry J. Randall, Senior Counsel, Office
of Regulations, at 202—-435-7700 or
https://

reginquiries.consumerfinance.gov/. If
you require this document in an
alternative electronic format, please
contact CFPB_Accessibility@cfpb.gov.
SUPPLEMENTARY INFORMATION:

I. Discussion

In 2010, the Dodd-Frank Wall Street
Reform and Consumer Protection Act
(Dodd-Frank Act) added TILA section
129B(b)(1), and imposed new
requirements for loan originators,
including the requirement for them to
be qualified.? In 2013, the Bureau
adopted amendments to Regulation Z,
implementing the mortgage loan
originator qualification requirements
under TILA. These Regulation Z
changes including adding
§1026.36(f)(3), which generally requires
a loan originator organization that
employs an individual loan originator
who is not licensed and is not required
to be licensed pursuant to the SAFE Act
to: (1) Complete certain screenings of
that individual prior to permitting the
individual to act as a loan originator on
a consumer credit transaction secured
by a dwelling, and (2) to provide
periodic training.2 In adding these
requirements, the Bureau took into
account the SAFE Act’s preexisting
screening and training requirements for
loan originators.3

The EGRRCPA amendments to the
SAFE Act take effect on November 24,
2019.4 These amendments permit
certain individuals who were previously
registered or State-licensed for a certain
period of time pursuant to the SAFE Act
to act as a loan originator in a State, if
they have applied for a loan originator
license in the State (“loan originators
with temporary authority”).5

Section 1026.36(f)(3) of Regulation Z
is ambiguous as to whether its screening
and training requirements for loan
originator organizations employing
individual loan originators who “‘are not
licensed and are not required to be

1Public Law 111-203, sec, 1402(a)(2), 124 Stat.
1376, 2139 (2010) (codified at 15 U.S.C. 1639b).

2Loan Originator Compensation Requirements
under the Truth in Lending Act (Regulation Z), 78
FR 11279, 11374-84, 11412-13 (Feb. 15, 2013)
(promulgating 12 CFR 1026.36(f)(3)), amended 78
FR 60382, 60441-42 (Oct. 1, 2013). These
requirements do not apply to loan originator
organizations that are government agencies or State
housing finance agencies. 12 CFR 1026.36(f).

378 FR at 11375.

4Public Law 115-174, title I, sec. 106(a), 132 Stat.
1296, 1302 (2018) (to be codified at 12 U.S.C. 5117).

512 U.S.C. 5117.

licensed”” apply to a loan originator
organization employing a loan
originator with temporary authority. As
discussed below, the Bureau believes
that interpreting these requirements not
to apply is consistent with Congress’s
objectives in amending the SAFE Act.
The Bureau also believes that
interpreting these requirements not to
apply is consistent with the agency’s
objectives in imposing the screening
and training requirements in

§ 1026.36(f)(3). Accordingly, the Bureau
concludes that if an individual loan
originator has temporary authority in a
particular State, the loan originator
organization does not need to satisfy the
screening and training requirements in
§ 1026.36(f)(3) with regard to that
individual’s loan origination activities
in that State.

The Bureau is issuing this interpretive
rule based on its authority to interpret
Regulation Z, including under section
1022(b)(1) of the Dodd-Frank Act, which
authorizes guidance as may be
necessary or appropriate to enable the
Bureau to administer and carry out the
purposes and objectives of the Federal
consumer financial laws.®

By operation of TILA section 130(f),
no provision of TILA sections 130,
108(b), 108(c), 108(e), or 112 imposing
any liability applies to any act done or
omitted in good faith in conformity with
this interpretive rule, notwithstanding
that after such act or omission has
occurred, the interpretive rule is
amended, rescinded, or determined by
judicial or other authority to be invalid
for any reason.” The Bureau plans to
incorporate the content of this
interpretive rule into the Official
Interpretations to Regulation Z at a later
date.?

Screening and Training for Licensed
Loan Originators Under the SAFE Act

The SAFE Act prohibits individuals
from engaging in the business of a loan
originator unless they are registered
loan originators under Federal law or
they obtain a State loan originator
license and registration.® The SAFE Act
requires loan originators who are
employees of a depository institution,

612 U.S.C. 5512(b)(1). The relevant provisions of
Regulation Z form part of Federal consumer
financial law. 12 U.S.C. 5481(12)(0), (14).

715 U.S.C. 1640(f).

812 CFR part 1026, supp. L.

912 U.S.C. 5103(a)(1).
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employees of a subsidiary that is owned
and controlled by a depository
institution and regulated by a Federal
banking agency, or employees of an
institution regulated by the Farm Credit
Administration (FCA) (“‘registered loan
originators”’) to register with the
Nationwide Mortgage Licensing System
and Registry (NMLSR).10 (The NMLSR
is a system for registering, licensing,
supervising, and tracking loan
originators).

The SAFE Act also generally requires
loan originators who are not registered
loan originators to obtain a State license
and to register with the NMLSR
(“licensed loan originators”).1* SAFE
Act licensing is implemented by States.
To grant an individual a SAFE Act-
compliant loan originator license,
section 1505 of the SAFE Act, 12 U.S.C.
5104, requires the State to conduct
certain screening and to ensure that the
loan originator has completed certain
education and testing requirements.
Generally speaking, section 1505
provides that the State must determine
that the individual has never had a loan
originator license revoked; has not been
convicted of enumerated felonies within
specified timeframes; has demonstrated
financial responsibility, character, and
fitness; has completed 20 hours of pre-
licensing education that the NMLSR has
approved; has passed a written test the
NMLSR has approved; and has met net
worth or surety bond requirements.
Licensed loan originators also must take
eight hours of continuing education
classes the NMLSR has approved and
must renew their licenses annually.12
States may impose additional or higher
minimum standards for licensing of
individual loan originators under their
SAFE Act-compliant licensing
regimes.13

In contrast, the SAFE Act does not
impose these specific screening or
education requirements on registered
loan originators. Section 1507 of the
SAFE Act, 12 U.S.C. 5106, generally
requires the Bureau to develop and
maintain a system for registering
individual loan originators who are
subject to registration. In connection
with loan originator registration, the

10 See 12 U.S.C. 5106.

1112 U.S.C. 5102(8) and (12). Regulation H, 12
CFR part 1008, which implements SAFE Act
standards applicable to State licensing, provides
that a State is not required to impose licensing and
registration requirements on certain individuals. 12
CFR 1008.103(e).

1212 U.S.C. 5105. In addition to other
requirements, the SAFE Act requires individuals
who are subject to SAFE Act registration or State
licensing to obtain a unique identification number
from the NMLSR. 12 U.S.C. 5103(a)(2).

1312 U.S.C. 5104 and 5105 (e.g., describing
“minimum standards’’).

SAFE Act specifies that the following
information must be furnished to the
NMLSR: (1) Fingerprints to the NMLSR
for a criminal history background check
and (2) personal history and experience,
including authorization for the NMLSR
to obtain information related to any
administrative, civil or criminal
findings by any governmental
jurisdiction.14

Screening and Training for Unlicensed
Loan Originators Under Regulation Z

In 2010, the Dodd-Frank Act added
TILA section 129B(b)(1), and imposed
new requirements for loan originators,
including the requirement for them to
be qualified.?® In 2013, the Bureau
amended Regulation Z to implement the
requirement that they be qualified by,
among other things,6 establishing
certain screening and training
requirements for unlicensed loan
originators.1” If an individual loan
originator is not required to be licensed
and is not licensed, §1026.36(f)(3)
requires a loan originator organization
to complete certain screening before
permitting the individual to act as a
loan originator in a consumer credit
transaction secured by a dwelling and to
provide periodic training. Generally, the

1412 U.S.C. 5106. In addition, Regulation G, 12
CFR part 1007, which implements SAFE Act
registration requirements, imposes an obligation on
the employing covered financial institution, among
other things, to adopt and follow written policies
and procedures that establish a process for
reviewing employee criminal history background
reports, taking appropriate action consistent with
applicable Federal law, including section 19 of the
Federal Deposit Insurance Act (FDIA), 12 U.S.C.
1829, section 206 of the Federal Credit Union Act,
12 U.S.C. 1786(i), and section 5.65(d) of the Farm
Credit Act of 1971, as amended, 12 U.S.C. 2277a—
14(d), and complying with certain recordkeeping
requirements. 12 CFR 1007.104(h). Regulation G
defines “covered financial institution” to mean any
national bank, member bank, insured State
nonmember bank, savings association, Farm Credit
System institution, or federally insured credit union
as any such term is defined in 12 CFR
1007.101(c)(1). Regulation G also specifies that
“covered financial institution” also includes a non-
federally insured credit union that registers subject
to the conditions of 12 CFR 1007.101(c)(3). 12 CFR
1007.102.

15 Public Law 111-203, sec. 1402(a)(2), 124 Stat.
1376, 2139 (2010) (codified at 15 U.S.C. 1639b).

16 In addition to the requirements described
above, § 1026.36(f)(1) requires a loan originator
organization to comply with all applicable State law
requirements for legal existence and foreign
qualification and § 1026.36(f)(2) requires a loan
originator organization to ensure that each
individual loan originator who works for the loan
originator organization is licensed or registered to
the extent the individual is required to be licensed
or registered under the SAFE Act, its implementing
regulations, and State SAFE Act implementing law.
The requirements in § 1026.36(f)(1)—(3) do not
apply to loan originator organizations that are
government agencies or State housing finance
agencies. 12 CFR 1026.36(f).

1712 CFR 1026.36(f)(3). See also 78 FR at 11374—
84.

loan originator organization must
obtain: (1) A criminal background check
about the individual; (2) a credit report,
and (3) certain information from the
NMLSR (or from the individual if the
individual is not a registered loan
originator) about any administrative,
civil, or criminal findings by any
government jurisdiction relating to the
individual, and make substantially the
same findings regarding the individual’s
criminal history, financial
responsibility, character, and general
fitness that the SAFE Act requires for
State loan originator licenses.18 Loan
originator organizations employing such
individual loan originators must also
provide periodic training for the loan
originators about Federal and State legal
requirements that apply to their loan
origination activities.1?

When the Bureau issued
§1026.36(f)(3), it generally applied only
to registered loan originators and
employees of bona fide nonprofit
organizations that a State exempted
from licensing under the criteria in
Regulation H.2° It did not apply to loan
originators that were also subject to
individual screening by a State as part
of the State’s consideration of an
application for a loan originator license.
The Bureau intended to define certain
minimum qualification standards for
loan originators to allow consumers to
be confident that loan originators meet
core standards of integrity and
competence, regardless of the type of
institution for which they work.21

Thus, by adopting § 1026.36(f)(3), the
Bureau established a scheme under
which States perform screening of
licensed loan originators and loan
originator organizations generally
perform the same screening of their
unlicensed loan originator employees.
Similarly, States ensure that licensed
loan originators complete specific
training and testing and loan originator
organizations generally provide training

1812 CFR 1026.36(f)(3)(i) and (ii). Regulation Z
excludes individual loan originators hired prior to
January 1, 2014, from these requirements unless
there were no applicable statutory or regulatory
background standards in effect at the time of hire
used to screen the individual or unless, based on
reliable information known to the loan originator
organization, the individual likely does not meet
the standards in § 1026.36(f)(3)(ii). 12 CFR
1026.36(f)(3); comment 36(f)(3)(ii).

1912 CFR 1026.36(f)(3)(iii).

20 Comment 36(f)(3)-1 (‘“Individual loan
originators who are not subject to SAFE Act
licensing generally include employees of depository
institutions and their Federally regulated
subsidiaries and employees of bona fide nonprofit
organizations that a State has exempted from
licensing under the criteria in 12 CFR
1008.103(e)(7).”).

2178 FR at 11378.
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for unlicensed loan originator
employees.

Loan Originators With Temporary
Authority Under EGRRCPA

The EGRRCPA amendments to the
SAFE Act add a new category of loan
originators, those with temporary
authority, effective November 24,
2019.22 The amendments, which are in
a section of the EGRRCPA titled
“Eliminating Barriers to Jobs for Loan
Originators,” among other things,
permit certain loan originators to act as
a loan originator in a State for a
temporary period of time while
applying for a license in the State.
Eligible loan originators include those
who are employed by a State-licensed
mortgage company, have applied for a
license in a new State, were previously
registered or licensed in a different State
for a certain period of time prior to
applying for the new license, and satisfy
certain criminal and adverse
professional history criteria.23

The SAFE Act amendments grant loan
originators who meet these criteria
“temporary authority to act as a loan
originator in the application State” for
a specified period of time, beginning
when an eligible individual submits
certain application information and
ending upon the occurrence of one of
four specified events (e.g., the State
grants the license).24 Thus, Congress
chose to allow individuals who meet
these criteria to engage in the business
of a loan originator before the State had
completed all of its processes for
granting or denying an application for a
loan originator license.

Screening and Training Requirements
Under Regulation Z for Loan Originator
Organizations Employing Loan
Originators With Temporary Authority

As discussed above, §1026.36(f)(3)
imposes certain screening and training
obligations on loan originator
organizations for “each of its individual
loan originator employees who [1] is not
required to be licensed and [2] is not
licensed as a loan originator pursuant to
§1008.103 of this chapter or State SAFE

22 Supra note 4.

2312 U.S.C. 5117(b) and (c). Criminal history and
adverse professional history criteria include that the
individual has not had an application for a loan
originator license denied, or a loan originator
license revoked or suspended in any governmental
jurisdiction; has not been subject to, or served with,
a cease and desist order in any governmental
jurisdiction or under section 1514(c) of the SAFE
Act, and has not been convicted of a misdemeanor
or felony that would preclude licensure under the
law of the application State. 12 U.S.C. 5117(b)(1)
and (c)(1)(A).

2412 U.S.C. 5117(b)(2) and (c)(2).

Act implementing law.” 25 This
language is ambiguous regarding
whether the individual loan originators
that it references include loan
originators with temporary authority.

Although it is ambiguous, the Bureau
believes that the most appropriate
interpretation of § 1026.36(f)(3) is that it
does not refer to a loan originator with
temporary authority. A loan originator
with temporary authority does not
satisfy the first condition in
§1026.36(f)(3), because he or she is not
an “individual loan originator
employee[ ] who is not required to be
licensed .. . .” He or she is an
employee who is required to be
licensed, although the employee can act
as a loan originator while seeking the
required license.

The Bureau’s interpretation of the
ambiguous text of § 1026.36(f)(3) is
based on the Bureau’s expertise in
understanding and carrying out the
objectives of the SAFE Act and
Regulation Z. First, interpreting
§1026.36(f)(3) not to refer to loan
originators with temporary authority
would further Congress’s objectives in
amending the SAFE Act. The Bureau
believes that Congress aimed to permit
a loan originator that satisfies certain
enumerated criteria and who is
transitioning to a new State to be able
to begin acting as a loan originator in
the application State with minimal
burden and delay and before the State
has completed all of its processes
relating to determining whether to grant
a State license. This purpose is evident
in the amendment’s authorizing eligible
loan originators to commence acting as
a loan originator upon submitting
certain application information and in
the title of the relevant section of the
EGRRCPA, “Eliminating Barriers to Jobs
for Loan Originators.” 26 Requiring loan
originator organizations to complete the
§1026.36(f)(3) screening before
permitting a loan originator with
temporary authority to begin acting as a
loan originator would impose an

2512 CFR 1026.36(f)(3). Generally, the loan
originator organization must obtain the individual’s
criminal background check, a credit report, and
certain information from the NMLSR (or from the
individual if the individual is not a registered loan
originator) about any administrative, civil, or
criminal findings by any government jurisdiction,
and make substantially the same findings regarding
the individual loan originator’s criminal history,
financial responsibility, character, and general
fitness that the SAFE Act requires for compliant
State-issued loan originator licenses. 12 CFR
1026.36(f)(3)(i) and (ii). Loan originator
organizations employing such individual loan
originators must also provide periodic training on
Federal and State legal requirements that apply to
the individual loan originator’s loan origination
activities. 12 CFR 1026.36(f)(3)(iii).

26 Supra note 4.

impediment on a loan originator from
beginning to act as a loan originator,
which would frustrate Congress’s
objective.

Likewise, Congress established
different and less onerous qualification
criteria for loan originators with
temporary authority than those required
by the SAFE Act for licensed loan
originators. For example, the SAFE Act
and § 1026.36(f)(3) require a finding of
financial responsibility before granting a
State license or permitting an individual
loan originator to act as a loan
originator. The EGRRCPA amendments
to the SAFE Act do not condition
temporary authority on a finding
concerning the individual’s financial
fitness. Applying through Regulation Z
the same SAFE Act standards to loan
originators with temporary authority
would be in tension with Congress’s
decision to apply less onerous
qualification criteria to these loan
originators. The Bureau believes that it
is most appropriate to instead read
Regulation Z in a manner that aligns
with Congress’s objectives in the SAFE
Act, by not imposing the relevant
Regulation Z requirements on loan
originators with temporary authority.

A second and independently
sufficient reason for interpreting
§1026.36(f)(3) to not include loan
originators with temporary authority is
that this reading is more consistent with
the scheme for loan originator screening
and training established by the Bureau.
As the Bureau explained when adopting
§1026.36(f)(3), the Bureau sought to
implement TILA section 129B(b)(1)’s
requirement that, subject to regulations
prescribed the Bureau, each loan
originator be “qualified,” by defining
certain minimum qualification
standards for loan originators.2” The
Bureau believed that those standards
provided important consumer
protections without imposing
significant burdens on loan originator
organizations.28 When the Bureau
adopted § 1026.36(f)(3), the category of
loan originators with temporary
authority under the SAFE Act did not
exist. Instead, the Bureau’s main focus
was on addressing the qualifications of
employees of depository institutions,
who are not subject to loan originator
licensing under the SAFE Act at any
point during their employment at those
institutions.2® Under the scheme the
Bureau adopted in Regulation Z, an
individual loan originator’s screening
and training was either completed by
the State (as part of reviewing an

2778 FR at 11378; 15 U.S.C. 1639b(b)(1).
2878 FR at 11378.
2978 FR at 11378.
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application for a license) or by the loan
originator organization employing the
individual loan originator (to comply
with §1026.36(f)(3)). Under that
scheme, both the State and the loan
originator organization did not have to
complete screening and training. If
§1026.36(f)(3) were interpreted to apply
to a loan originator organization that
employs a loan originator with
temporary authority, both the State (as
part of reviewing the loan originator’s
application for a license) and the loan
originator organization (to comply with
§1026.36(f)(3)) would have to obtain the
required criminal background and credit
history reports and make the required
criminal, financial responsibility, and
character and fitness findings at the
same time on the same individual.
Similarly, both the State and the loan
originator organization would have
responsibilities related to the loan
originator’s training. This duplication of
efforts would be inconsistent with the
Bureau’s purpose in issuing
§1026.36(f)(3), because such
duplication would not result in
additional consumer protections that
could justify these new burdens on loan
originator organizations.

For these reasons, the Bureau
concludes that the individual loan
originators described in § 1026.36(f)(3)
do not include the loan originators with
temporary authority described in
section 1518 of the SAFE Act, 12 U.S.C.
5117. Thus, if an individual loan
originator employee has temporary
authority to act as a loan originator in
a State, the loan originator organization
is not required to comply with the
screening and training requirements in
§1026.36(f)(3) to permit that employee
to act as a loan originator in that State.

Finally, the Bureau underscores that
loan originator organizations continue
to be subject to the obligation in
§ 1026.36(f)(2) to ensure that any
individual loan originator who works
for them is licensed or registered to the
extent required by the SAFE Act, its
implementing regulations, or State
SAFE Act implementing laws before
permitting the individual to act as a
loan originator on a consumer credit
transaction secured by a dwelling. Thus,
when satisfying the loan originator
organization’s obligations under
§1026.36(f)(2), the loan originator
organization must ensure that any
individual loan originator that works for
it is either registered or licensed as
required by the SAFE Act or excluded
from those requirements because the

individual may act as a loan originator
with temporary authority.30

I1. Effective Date

Because this rule is solely
interpretive, it is not subject to the 30-
day delayed effective date for
substantive rules under section 553(d)
of the Administrative Procedure Act.31
Therefore, this rule is effective on
November 24, 2019, the same date that
the EGRRCPA amendments to the SAFE
Act take effect.

III. Regulatory Requirements

This rule articulates the Bureau’s
interpretation of Regulation Z. As an
interpretive rule, it is exempt from the
notice-and-comment rulemaking
requirements of the Administrative
Procedure Act.32 Because no notice of
proposed rulemaking is required, the
Regulatory Flexibility Act does not
require an initial or final regulatory
flexibility analysis.33

The Bureau has determined that this
interpretive rule does not impose any
new or revise any existing
recordkeeping, reporting, or disclosure
requirements on covered entities or
members of the public that would be
collections of information requiring
approval by the Office of Management
and Budget under the Paperwork
Reduction Act.34

IV. Congressional Review Act

Pursuant to the Congressional Review
Act,35 the Bureau will submit a report
containing this interpretive rule and
other required information to the U.S.
Senate, the U.S. House of
Representatives, and the Comptroller
General of the United States prior to the
rule’s published effective date. The
Office of Information and Regulatory
Affairs has designated this interpretive
rule as not a “major rule” as defined by
5 U.S.C. 804(2).

Dated: November 12, 2019.
Kathleen L. Kraninger,

Director, Bureau of Consumer Financial
Protection.

[FR Doc. 2019-24944 Filed 11-18-19; 8:45 am]
BILLING CODE 4810-AM-P

30 The Bureau also reminds loan originator
organizations that they continue to be subject to
§1026.36(f)(1)’s obligation to comply with all
applicable State law requirements for legal
existence and foreign qualification.

315 U.S.C. 553(d).

325 U.S.C. 553(b).

335 U.S.C. 603(a), 604(a).

3444 U.S.C. 3501-3521.

3559 U.S.C. 801-808.

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA—-2019-0400; Product
Identifier 2019-NM-022-AD; Amendment
39-19776; AD 2019-21-10]

RIN 2120-AA64

Airworthiness Directives; Airbus SAS
Airplanes

AGENCY: Federal Aviation
Administration (FAA), Department of
Transportation (DOT).

ACTION: Final rule.

SUMMARY: The FAA is adopting a new
airworthiness directive (AD) for all
Airbus SAS Model A321-111, -112,
-131,-211, -212, -213, =231, and —232
airplanes. This AD was prompted by a
quality control review, which
determined that the wrong aluminum
alloy was used to manufacture several
structural parts. This AD requires a one-
time eddy current conductivity
measurement of certain structural parts
of the outer flaps to determine if the
incorrect alloy was used, and
replacement if necessary, as specified in
a European Aviation Safety Agency
(EASA) AD, which is incorporated by
reference. The FAA is issuing this AD
to address the unsafe condition on these
products.

DATES: This AD is effective December
24, 2019.

The Director of the Federal Register
approved the incorporation by reference
of a certain publication listed in this AD
as of December 24, 2019.

ADDRESSES: For the material
incorporated by reference (IBR) in this
AD, contact the EASA, Konrad-
Adenauer-Ufer 3, 50668 Cologne,
Germany; telephone +49 221 89990
1000; email ADs@easa.europa.eu;
internet www.easa.europa.eu. You may
find this IBR material on the EASA
website at https://ad.easa.europa.eu.
You may view this IBR material at the
FAA, Transport Standards Branch, 2200
South 216th St., Des Moines, WA. For
information on the availability of this
material at the FAA, call 206-231-3195.
It is also available in the AD docket on
the internet at https://
www.regulations.gov by searching for
and locating Docket No. FAA-2019—
0400.

Examining the AD Docket

You may examine the AD docket on
the internet at https://
www.regulations.gov by searching for
and locating Docket No. FAA-2019—


https://www.regulations.gov
https://www.regulations.gov
https://www.regulations.gov
https://www.regulations.gov
https://ad.easa.europa.eu
mailto:ADs@easa.europa.eu
http://www.easa.europa.eu
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0400; or in person at Docket Operations
between 9 a.m. and 5 p.m., Monday
through Friday, except Federal holidays.
The AD docket contains this final rule,
the regulatory evaluation, any
comments received, and other
information. The address for Docket
Operations is U.S. Department of
Transportation, Docket Operations, M—
30, West Building Ground Floor, Room
W12-140, 1200 New Jersey Avenue SE,
Washington, DC 20590.

FOR FURTHER INFORMATION CONTACT:
Sanjay Ralhan, Aerospace Engineer,
International Section, Transport
Standards Branch, FAA, 2200 South
216th St., Des Moines, WA 98198;
telephone and fax 206-231-3223.
SUPPLEMENTARY INFORMATION:

Discussion

The EASA, which is the Technical
Agent for the Member States of the
European Union, has issued EASA AD
2019-0012, dated January 24, 2019
(“EASA AD 2019-0012") (also referred
to as the Mandatory Continuing
Airworthiness Information, or ‘“‘the
MCATI”), to correct an unsafe condition
for all Airbus SAS Model A321-111,
-112,-131, =211, -212, =213, -231, and
—232 airplanes.

The FAA issued a notice of proposed
rulemaking (NPRM) to amend 14 CFR
part 39 by adding an AD that would
apply to all Airbus SAS Model A321—
111, -112,-131, -211,-212, -213, -231,
and —232 airplanes. The NPRM
published in the Federal Register on
June 7, 2019 (84 FR 26598). The NPRM
was prompted by a quality control
review, which determined that the
wrong aluminum alloy was used to
manufacture several structural parts.
The NPRM proposed to require a one-
time eddy current conductivity
measurement of certain structural parts
of the outer flaps to determine if the
incorrect alloy was used, and
replacement if necessary.

The FAA is issuing this AD to address
structural parts made of incorrect
aluminum alloy, which could result in
reduced structural integrity of the outer
flaps and reduced controllability of the
airplane. See the MCAI for additional
background information.

Explanation of Change to Format of
Paragraph Designation References

The FAA has revised the format used
for referring to paragraph designations
throughout this AD. This change is
necessary to meet Office of the Federal
Register’s drafting requirements. For
example, where the FAA used to say
paragraphs (g)(1) and (g)(2) of this AD,
the FAA now says paragraphs (g)(1) and
(2) of this AD. This change does not
affect the requirements of this AD.

Comment

The FAA gave the public the
opportunity to participate in developing
this final rule. The following presents
the comment received on the NPRM and
the FAA’s response.

Request To Revise Reporting
Requirement

American Airlines requested that
paragraph (h) of the proposed AD be
changed so operators would be required
to report only positive findings. The
commenter stated that negative findings
are not value added and only serve to
add unnecessary work for operators. In
addition, the commenter requested that
the compliance time for reporting
findings be extended from 30 days after
the inspection to 90 days after the
inspection. The commenter remarked
that it creates an undue burden for
operators to report inspection results
within 30 days after an inspection.

The FAA partially agrees with the
commenter’s request. The FAA agrees to
extend the compliance time in
paragraph (h)(4)(ii) of this AD, which
applies to inspections done before the
effective date of this AD. This extension
will provide flexibility to operators who
have done the inspections required by
this AD, but have not completed an
inspection report. However, the FAA
does not agree to change the compliance
time in paragraph (h)(4)(i) of this AD,
which applies to inspections done on or
after the effective date of this AD,
because the service information
referenced in EASA AD 2019-0012
requires reporting within 30 days after
the inspection is done. If the inspection
was done on or after the effective date
of this AD an operator must submit the

report within 30 days after the
inspection. If the inspection was done
before the effective date of this AD, an
operator must submit the report within
90 days after the effective date of this
AD.

The FAA does not agree with the
commenter’s request to require that only
positive findings be reported. Airbus
uses the information from all findings,
both positive and negative, to plan and
provide corrective actions for the unsafe
condition identified in this AD. The
FAA has not revised this AD in regard
to this issue.

Conclusion

The FAA reviewed the relevant data,
considered the comment received, and
determined that air safety and the
public interest require adopting this
final rule with the changes described
previously and minor editorial changes.
The FAA determined that these minor
changes:

e Are consistent with the intent that
was proposed in the NPRM for
addressing the unsafe condition; and

¢ Do not add any additional burden
upon the public than was already
proposed in the NPRM.

The FAA also determined that these
changes will not increase the economic
burden on any operator or increase the
scope of this final rule.

Related IBR Material Under 1 CFR Part
51

EASA AD 2019-0012 describes
procedures for a one-time eddy current
conductivity measurement of certain
structural parts on the outer flaps to
determine if an incorrect aluminum
alloy was used, and replacement of any
affected part with a serviceable part.

This material is reasonably available
because the interested parties have
access to it through their normal course
of business or by the means identified
in the ADDRESSES section.

Costs of Compliance

The FAA estimates that this AD
affects 29 airplanes of U.S. registry. The
FAA estimates the following costs to
comply with this AD:

ESTIMATED COSTS FOR REQUIRED ACTIONS *

Cost per Cost on U.S.
Labor cost Parts cost product operators
6 WOrk-hours x $85 Per NoUr = $510 ..cc.iciiiiiieieieceeeetece sttt nas $0 $510 $14,790

* Table does not include estimated costs for reporting.
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The FAA estimates that it will take
about one work-hour per product to
comply with the reporting requirement
in this AD. The average labor rate is $85
per hour. Based on these figures, the
FAA estimates the cost of reporting the
inspection results on U.S. operators to
be $2,465, or $85 per product.

The FAA has received no definitive
data that will enable the agency to
provide cost estimates for the on-
condition actions specified in this AD.

According to the manufacturer, some
or all of the costs of this AD may be
covered under warranty, thereby
reducing the cost impact on affected
individuals. The FAA does not control
warranty coverage for affected
individuals. As a result, the agency has
included all known costs in the cost
estimate.

Paperwork Reduction Act

A federal agency may not conduct or
sponsor, and a person is not required to
respond to, nor shall a person be subject
to penalty for failure to comply with a
collection of information subject to the
requirements of the Paperwork
Reduction Act unless that collection of
information displays a current valid
OMB control number. The control
number for the collection of information
required by this AD is 2120-0056. The
paperwork cost associated with this AD
has been detailed in the Costs of
Compliance section of this document
and includes time for reviewing
instructions, as well as completing and
reviewing the collection of information.
Therefore, all reporting associated with
this AD is mandatory. Comments
concerning the accuracy of this burden
and suggestions for reducing the burden
should be directed to Information
Collection Clearance Officer, Federal
Aviation Administration, 10101
Hillwood Parkway, Forth Worth, TX
76177-1524.

Authority for This Rulemaking

Title 49 of the United States Code
specifies the FAA’s authority to issue
rules on aviation safety. Subtitle I,
section 106, describes the authority of
the FAA Administrator. Subtitle VII:
Aviation Programs, describes in more
detail the scope of the Agency’s
authority.

The FAA is issuing this rulemaking
under the authority described in
Subtitle VII, Part A, Subpart III, Section
44701: “General requirements.” Under
that section, Congress charges the FAA
with promoting safe flight of civil
aircraft in air commerce by prescribing
regulations for practices, methods, and
procedures the Administrator finds
necessary for safety in air commerce.

This regulation is within the scope of
that authority because it addresses an
unsafe condition that is likely to exist or
develop on products identified in this
rulemaking action.

This AD is issued in accordance with
authority delegated by the Executive
Director, Aircraft Certification Service,
as authorized by FAA Order 8000.51C.
In accordance with that order, issuance
of ADs is normally a function of the
Compliance and Airworthiness
Division, but during this transition
period, the Executive Director has
delegated the authority to issue ADs
applicable to transport category
airplanes and associated appliances to
the Director of the System Oversight
Division.

Regulatory Findings

This AD will not have federalism
implications under Executive Order
13132. This AD will not have a
substantial direct effect on the States, on
the relationship between the national
government and the States, or on the
distribution of power and
responsibilities among the various
levels of government.

For the reasons discussed above, I
certify that this AD:

(1) Is not a “significant regulatory
action” under Executive Order 12866,

(2) Will not affect intrastate aviation
in Alaska, and

(3) Will not have a significant
economic impact, positive or negative,
on a substantial number of small entities
under the criteria of the Regulatory
Flexibility Act.

List of Subjects in 14 CFR Part 39

Air transportation, Aircraft, Aviation
safety, Incorporation by reference,
Safety.

Adoption of the Amendment

Accordingly, under the authority
delegated to me by the Administrator,
the FAA amends 14 CFR part 39 as
follows:

PART 39—AIRWORTHINESS
DIRECTIVES

m 1. The authority citation for part 39
continues to read as follows:

Authority: 49 U.S.C. 106(g), 40113, 44701.

§39.13 [Amended]
m 2. The FAA amends § 39.13 by adding

the following new airworthiness
directive (AD):

2019-21-10 Airbus SAS: Amendment 39—
19776; Docket No. FAA—-2019-0400;
Product Identifier 2019—-NM-022—-AD.

(a) Effective Date

This AD is effective December 24, 2019.

(b) Affected ADs

None.
(c) Applicability

This AD applies to all Airbus SAS Model
A321-111, A321-112, A321-131, A321-211,

A321-212, A321-213, A321-231, and A321—
232 airplanes, certificated in any category.

(d) Subject

Air Transport Association (ATA) of
America Code 57, Wings.

(e) Reason

This AD was prompted by a quality control
review, which determined that the wrong
aluminum alloy was used to manufacture
several structural parts. The FAA is issuing
this AD to address structural parts made of
incorrect aluminum alloy, which could result
in reduced structural integrity of the outer
flaps and reduced controllability of the
airplane.

(f) Compliance

Comply with this AD within the
compliance times specified, unless already
done.

(g) Requirements

Except as specified in paragraph (h) of this
AD: Comply with all required actions and
compliance times specified in, and in
accordance with, European Aviation Safety
Agency (EASA) AD 2019-0012, dated
January 24, 2019 (“EASA AD 2019-0012").

(h) Exceptions to EASA AD 2019-0012

(1) Where EASA AD 2019-0012 refers to its
effective date, this AD requires using the
effective date of this AD.

(2) The “Remarks” section of EASA AD
2019-0012 does not apply to this AD.

(3) Where paragraph (5) of EASA AD 2019—
0012 mandates a parts installation limitation,
this AD requires the following parts
installation limitation: From the effective
date of this AD, only serviceable parts as
defined in EASA AD 2019-0012 are allowed
to be installed on any airplane.

(4) Where any service information
referenced in EASA AD 2019-0012 specifies
reporting, this AD requires reporting all
inspection results at the applicable time
specified in paragraph (h)(4)() or (ii) of this
AD. If operators have reported findings as
part of obtaining any corrective actions
approved by Airbus SAS’s EASA Design
Organization Approval (DOA), operators are
not required to report those findings as
specified in this paragraph.

(i) If the inspection was done on or after
the effective date of this AD: Submit the
report within 30 days after the inspection.

(ii) If the inspection was done before the
effective date of this AD: Submit the report
within 90 days after the effective date of this
AD.

(i) Other FAA AD Provisions

The following provisions also apply to this
AD:

(1) Alternative Methods of Compliance
(AMOCs): The Manager, International
Section, Transport Standards Branch, FAA,
has the authority to approve AMOG:s for this
AD, if requested using the procedures found
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in 14 CFR 39.19. In accordance with 14 CFR
39.19, send your request to your principal
inspector or local Flight Standards District
Office, as appropriate. If sending information
directly to the International Section, send it
to the attention of the person identified in
paragraph (j) of this AD. Information may be
emailed to: 9-ANM-116-AMOC-REQUESTS@
faa.gov. Before using any approved AMOC,
notify your appropriate principal inspector,
or lacking a principal inspector, the manager
of the local flight standards district office/
certificate holding district office.

(2) Contacting the Manufacturer: For any
requirement in this AD to obtain instructions
from a manufacturer, the instructions must
be accomplished using a method approved
by the Manager, International Section,
Transport Standards Branch, FAA; or EASA;
or Airbus SAS’s EASA DOA. If approved by
the DOA, the approval must include the
DOA-authorized signature.

(3) Required for Compliance (RC): For any
service information referenced in EASA AD
2019-0012 that contains RC procedures and
tests: Except as required by paragraphs (h)(4)
and (i)(2) of this AD, RC procedures and tests
must be done to comply with this AD; any
procedures or tests that are not identified as
RC are recommended. Those procedures and
tests that are not identified as RC may be
deviated from using accepted methods in
accordance with the operator’s maintenance
or inspection program without obtaining
approval of an AMOG, provided the
procedures and tests identified as RC can be
done and the airplane can be put back in an
airworthy condition. Any substitutions or
changes to procedures or tests identified as
RC require approval of an AMOC.

(4) Paperwork Reduction Act Burden
Statement: A federal agency may not conduct
or sponsor, and a person is not required to
respond to, nor shall a person be subject to
a penalty for failure to comply with a
collection of information subject to the
requirements of the Paperwork Reduction
Act unless that collection of information
displays a current valid OMB Control
Number. The OMB Control Number for this
information collection is 2120-0056. Public
reporting for this collection of information is
estimated to be approximately 1 hour per
response, including the time for reviewing
instructions, completing and reviewing the
collection of information. All responses to
this collection of information are mandatory
as required by this AD; the nature and extent
of confidentiality to be provided, if any. Send
comments regarding this burden estimate or
any other aspect of this collection of
information, including suggestions for
reducing this burden to Information
Collection Clearance Officer, Federal
Aviation Administration, 10101 Hillwood
Parkway, Fort Worth, TX 76177-1524.

(j) Related Information

For more information about this AD,
contact Sanjay Ralhan, Aerospace Engineer,
International Section, Transport Standards
Branch, FAA, 2200 South 216th St., Des
Moines, WA 98198; telephone and fax 206—
231-3223.

(k) Material Incorporated by Reference

(1) The Director of the Federal Register
approved the incorporation by reference
(IBR) of the service information listed in this
paragraph under 5 U.S.C. 552(a) and 1 CFR
part 51.

(2) You must use this service information
as applicable to do the actions required by
this AD, unless this AD specifies otherwise.

(i) European Aviation Safety Agency
(EASA) AD 2019-0012, dated January 24,
2019.

(ii) [Reserved]

(3) For information about EASA AD 2019—
0012, contact the EASA, Konrad-Adenauer-
Ufer 3, 50668 Cologne, Germany; telephone
+49 221 89990 6017; email ADs@
easa.europa.eu; Internet
www.easa.europa.eu. You may find this
EASA AD on the EASA website at https://
ad.easa.europa.eu.

(4) You may view this material at the FAA,
Transport Standards Branch, 2200 South
216th St., Des Moines, WA. For information
on the availability of this material at the
FAA, call 206-231-3195. This material may
be found in the AD docket on the internet at
https://www.regulations.gov by searching for
and locating Docket No. FAA-2019-0400.

(5) You may view this material that is
incorporated by reference at the National
Archives and Records Administration
(NARA). For information on the availability
of this material at NARA, email fedreg.legal@
nara.gov, or go to: https://www.archives.gov/
federal-register/cfr/ibr-locations.html.

Issued in Des Moines, Washington, on
November 1, 2019.
Jeffrey E. Duven,

Director, System Oversight Division, Aircraft
Certification Service.

[FR Doc. 2019-24994 Filed 11-18-19; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA—-2018-0739; Product
Identifier 2015-NE-07-AD; Amendment 39—
19782; AD 2019-22-03]

RIN 2120-AA64

Airworthiness Directives; Pratt &
Whitney Canada Corp. Turboshaft
Engines

AGENCY: Federal Aviation
Administration (FAA), DOT.
ACTION: Final rule.

SUMMARY: The FAA is superseding
Airworthiness Directive (AD) 2015—20—
04 for certain Pratt & Whitney Canada
Corp. (P&WC) PT6B-37A turboshaft
engines. AD 2015-20-04 required initial
and repetitive inspections until
replacement of the No. 10 bearing, and
eventual replacement of the No. 9
bearing, both located in the engine

reduction gearbox (RGB) assembly. This
AD requires removal from service and
replacement of the No. 9 and No. 10
position bearings. This AD was
prompted by reports of incorrect engine
torque for PT6B—37A turboshaft
engines. The FAA is issuing this AD to
address the unsafe condition on these
products.

DATES: This AD is effective December
24, 2019.

The Director of the Federal Register
approved the incorporation by reference
of a certain publication listed in this AD
as of December 24, 2019.

ADDRESSES: For service information
identified in this final rule, contact Pratt
& Whitney Canada Corp., 1000 Marie-
Victorin, Longueuil, Quebec, Canada,
J4G 1A1; phone: 800-268—-8000; fax:
450-647-2888; website: https://
www.pwc.ca/en/. You may view this
service information at the FAA, Engine
and Propeller Standards Branch, 1200
District Avenue, Burlington, MA 01803.
For information on the availability of
this material at the FAA, call 781-238—
7759. It is also available on the internet
at https://www.regulations.gov by
searching for and locating Docket No.
FAA-2018-0739.

Examining the AD Docket

You may examine the AD docket on
the internet at https://
www.regulations.gov by searching for
and locating Docket No. FAA-2018—
0739; or in person at Docket Operations
between 9 a.m. and 5 p.m., Monday
through Friday, except Federal holidays.
The AD docket contains this AD, the
mandatory continuing airworthiness
information (MCAI), regulatory
evaluation, any comments received, and
other information. The address for
Docket Operations is U.S. Department of
Transportation, Docket Operations, M—
30, West Building Ground Floor, Room
W12-140, 1200 New Jersey Avenue SE,
Washington, DC 20590.

FOR FURTHER INFORMATION CONTACT:
Barbara Caufield, Aerospace Engineer,
ECO Branch, FAA, 1200 District
Avenue, Burlington, MA 01803; phone:
781-238-7146; fax: 781-238-7199;
email: barbara.caufield@faa.gov.
SUPPLEMENTARY INFORMATION:

Discussion

The FAA issued a notice of proposed
rulemaking (NPRM) to amend 14 CFR
part 39 to supersede AD 2015-20-04,
Amendment 39-18282 (80 FR 61717,
October 14, 2015), (“AD 2015-20-04").
AD 2015-20-04 applied to certain
P&WC PT6B-37A turboshaft engines.
The NPRM published in the Federal
Register on September 17, 2018 (83 FR
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46898). The NPRM was prompted by
reports of incorrect engine torque for
PT6B-37A turboshaft engines. The
NPRM proposed to require removal
from service and replacement of the No.
9 and No. 10 position bearings. The
FAA is issuing this AD to address the
unsafe condition on these products.

Transport Canada Civil Aviation,
which is the aviation authority for
Canada, has issued Transport Canada
AD CF-2015-01R1, dated November 18,
2016 (referred to after this as ‘“the
MCATI”’), to address the unsafe condition
on these products. The MCALI states:

Five incidents of incorrect engine torque
indication have been reported for PT6B—-37A
engine installations on AW119MKII
helicopters. A lower than actual engine
torque indication due to a faulty indication
system, particularly on a helicopter being
operated at max allowable torque (90 to
110%) range, may result in undetected over-
torque condition.

Repeat undetected over-torque conditions
that are not corrected in accordance with
conditional inspection requirements of
original equipment manufacturer (OEM)
Instructions for Continued Airworthiness
(ICAs), may have a negative impact on the
operational life of aircraft components.
Investigation by P&WC has determined the
root cause of the subject torque indication
anomaly to be an axial migration of the #9
and #10 bearings at the engine torque sensing
gear location.

P&WC has introduced a new bearing
configuration through its SB No. PT6B—
72-39108, Revision No. 1, dated
September 5, 2017, that effectively
addresses the axial movement issue at
No. 9 and No. 10 bearing positions. You
may obtain further information by
examining the MCAI in the AD docket

on the internet at https://
www.regulations.gov by searching for
and locating Docket No. FAA-2018—
0739.

Comments

The FAA gave the public the
opportunity to participate in developing
this AD. The following presents the
comments received on the NPRM and
the FAA’s response to each comment.

Support for the AD

An individual commenter expressed
support for the NPRM as written.

Miscellaneous Comments

An individual commenter provided
comments not relevant to this AD. The
FAA did not change this AD.

Update to the Service Information

The FAA determined the need to
incorporate the latest service
information in this AD. The FAA
revised the reference to PKWC SB No.
PT6B-72-39108 in the paragraph (g) of
this AD from the original issue, dated
September 30, 2016, to Revision No. 1,
dated September 5, 2017.

The FAA also updated the reference
in paragraph (g) of this AD to P&WC SB
No. PT6B-72-39092 from Revision No.
4, dated December 29, 2014, to Revision
No. 5, dated October 27, 2017.

Addition of Credit for Previous Action

The FAA determined the need to add
a Credit for Previous Action section to
allow credit for previous replacement of
the No. 9 and No 10 position bearings
if accomplished using P&WC SB No.
PT6B-72—-39108, dated September 30,
2016.

ESTIMATED COSTS

Conclusion

The FAA reviewed the relevant data,
considered the comments received, and
determined that air safety and the
public interest require adopting this AD
as proposed except for minor editorial
changes. The FAA has determined that
these minor changes:

e Are consistent with the intent that
was proposed in the NPRM for
addressing the unsafe condition; and

¢ Do not add any additional burden
upon the public than was already
proposed in the NPRM.

Related Service Information Under 1
CFR Part 51

The FAA reviewed P&WC SB No.
PT6B-72-39108, Revision No. 1, dated
September 5, 2017. The SB describes
procedures for replacing affected
bearings. This service information is
reasonably available because the
interested parties have access to it
through their normal course of business
or by the means identified in the
ADDRESSES section.

Other Related Service Information

The FAA reviewed P&WC SB No.
PT6B-72—-39092, Revision No. 5, dated
October 27, 2017. The service
information describes procedures for
removing affected bearings.

Costs of Compliance

The FAA estimates that this AD
affects 119 engines installed on
helicopters of U.S. registry.

The FAA estimates the following
costs to comply with this AD:

: Cost per Cost on U.S.
Action Labor cost Parts cost product operators
Remove and replace No. 9 and No. 10 bear- | 65 work-hours x $85 per hour = $5,525 ........ $37,874 $43,399 $5,164,481
ings.

Authority for This Rulemaking

Title 49 of the United States Code
specifies the FAA’s authority to issue
rules on aviation safety. Subtitle I,
Section 106, describes the authority of
the FAA Administrator. Subtitle VII,
Aviation Programs, describes in more
detail the scope of the Agency’s
authority.

The FAA is issuing this rulemaking
under the authority described in
Subtitle VII, Part A, Subpart III, Section
44701, “General requirements.” Under
that section, Congress charges the FAA
with promoting safe flight of civil

aircraft in air commerce by prescribing
regulations for practices, methods, and
procedures the Administrator finds
necessary for safety in air commerce.
This regulation is within the scope of
that authority because it addresses an
unsafe condition that is likely to exist or
develop on products identified in this
rulemaking action.

This AD is issued in accordance with
authority delegated by the Executive
Director, Aircraft Certification Service,
as authorized by FAA Order 8000.51C.
In accordance with that order, issuance
of ADs is normally a function of the
Compliance and Airworthiness

Division, but during this transition
period, the Executive Director has
delegated the authority to issue ADs
applicable to engines, propellers, and
associated appliances to the Manager,
Engine and Propeller Standards Branch,
Policy and Innovation Division.

Regulatory Findings

This AD will not have federalism
implications under Executive Order
13132. This AD will not have a
substantial direct effect on the States, on
the relationship between the national
government and the States, or on the
distribution of power and
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responsibilities among the various
levels of government.

For the reasons discussed above, I
certify that this AD:

(1) Is not a “significant regulatory
action” under Executive Order 12866,

(2) Will not affect intrastate aviation
in Alaska, and

(3) Will not have a significant
economic impact, positive or negative,
on a substantial number of small entities
under the criteria of the Regulatory
Flexibility Act.

List of Subjects in 14 CFR Part 39

Air transportation, Aircraft, Aviation
safety, Incorporation by reference,
Safety.

Adoption of the Amendment

Accordingly, under the authority
delegated to me by the Administrator,
the FAA amends part 39 of the Federal
Aviation Regulations (14 CFR part 39) as
follows:

PART 39—AIRWORTHINESS
DIRECTIVES

m 1. The authority citation for part 39
continues to read as follows:

Authority: 49 U.S.C. 106(g), 40113, 44701.

§39.13 [Amended]

m 2. The FAA amends § 39.13 by
removing Airworthiness Directive (AD)
2015—20-04, Amendment 39-18282 (80
FR 61717, October 14, 2015), and
adding the following new AD:

2019-22-03 Pratt & Whitney Canada Corp.:
Amendment 39-19782; Docket No.
FAA-2018-0739; Product Identifier
2015-NE-07-AD.

(a) Effective Date
This AD is effective December 24, 2019.

(b) Affected ADs

This AD replaces AD 2015-20-04,
Amendment 39-18282 (80 FR 61717, October
14, 2015).

(c) Applicability
This AD applies to Pratt & Whitney Canada
Corp. (P&WC) PT6B-37A turboshaft engines

with serial number (S/N) PCE-PU0275 or
earlier or with engine S/N PCE-PU0278.

(d) Subject

Joint Aircraft System Component (JASC)
Code 7210, Turbine Engine Reduction Gear.

(e) Unsafe Condition

This AD was prompted by reports of
incorrect engine torque for PT6B-37A
turboshaft engines. The FAA is issuing this
AD to prevent axial movement at the No. 10
bearing position in the engine reduction
gearbox (RGB) assembly. The unsafe
condition, if not addressed, could result in
engine overtorque, failure of the engine, in-
flight shutdown, and loss of the helicopter.

() Compliance

Comply with this AD within the
compliance times specified, unless already
done.

(g) Required Actions

(1) For affected engines that did not have
the bearings replaced in accordance with
P&WC Service Bulletin (SB) No. PT6B-72—
39092, Revision No. 5, dated October 27,
2017, or earlier revision: Remove from
service and replace the No. 9 and No. 10
position bearings at the next engine shop
visit after the effective date of this AD, but
no later than December 31, 2020, whichever
occurs first, in accordance with the
Accomplishment Instructions, paragraphs
3.A. and B., of P&WC SB PT6B-72—-39108,
Revision No. 1, dated September 5, 2017.

(2) For affected engines that had the
bearings replaced in accordance with P&WC
SB No. PT6B-72-39092, Revision No. 5,
dated October 27, 2017, or earlier revision:
Remove from service and replace the No. 9
and No. 10 position bearings before
December 31, 2020, in accordance with the
Accomplishment Instructions, paragraphs
3.A. and B., of P&WC SB PT6B-72—-39108,
Revision No. 1, dated September 5, 2017.

(h) Credit for Previous Action

You may take credit for the No. 9 and No.
10 position bearing replacement required by
paragraph (g) of this AD, if you performed the
replacement before the effective date of this
AD using P&WC SB No. PT6B-72-39108,
dated September 30, 2016.

(i) Definition

For the purpose of this AD, an “engine
shop visit” is the induction of an engine into
the shop for maintenance involving the
separation of pairs of major mating engine
flanges, or any removal of the RGB assembly.

(j) Alternative Methods of Compliance
(AMOCs)

(1) The Manager, ECO Branch, FAA, has
the authority to approve AMOGC:s for this AD,
if requested using the procedures found in 14
CFR 39.19. In accordance with 14 CFR 39.19,
send your request to your principal inspector
or local Flight Standards District Office, as
appropriate. If sending information directly
to the manager of the certification office,
send it to the attention of the person
identified in paragraph (k)(1) of this AD. You
may email your request to: ANE-AD-AMOC@
faa.gov.

(2) Before using any approved AMOC,
notify your appropriate principal inspector,
or lacking a principal inspector, the manager
of the local flight standards district office/
certificate holding district office.

(k) Related Information

(1) For more information about this AD,
contact Barbara Caufield, Aerospace
Engineer, ECO Branch, FAA, 1200 District
Avenue, Burlington, MA, 01803; phone: 781—
238-7146; fax: 781-238-7199; email:
barbara.caufield@faa.gov.

(2) Refer to Transport Canada AD CF—
2015-01R1, dated November 18, 2016, for
more information. You may examine the
Transport Canada AD in the AD docket on

the internet at https://www.regulations.gov
by searching for and locating Docket No.
FAA-2018-0739.

(1) Material Incorporated by Reference

(1) The Director of the Federal Register
approved the incorporation by reference
(IBR) of the service information listed in this
paragraph under 5 U.S.C. 552(a) and 1 CFR
part 51.

(2) You must use this service information
as applicable to do the actions required by
this AD, unless the AD specifies otherwise.

(i) Pratt & Whitney Canada Corp. (P&WC)
Service Bulletin No. PT6B-72-39108,
Revision No. 1, dated September 5, 2017.

(ii) [Reserved]

(3) For P&WC service information
identified in this AD, contact Pratt & Whitney
Canada Corp., 1000 Marie-Victorin,
Longueuil, Quebec, Canada, J4G 1A1; phone:
800-268—-8000; fax: 450—-647—-2888; website:
https://www.pwc.ca/en/.

(4) You may view this service information
at FAA, Engine and Propeller Standards
Branch, 1200 District Avenue, Burlington,
MA, 01803. For information on the
availability of this material at the FAA, call
781-238-7759.

(5) You may view this service information
at the National Archives and Records
Administration (NARA). For information on
the availability of this material at NARA,
email: fedreg.legal@nara.gov, or go to:
https://www.archives.gov/federal-register/cfr/
ibr-locations.html.

Issued in Burlington, Massachusetts, on
November 4, 2019.
Robert J. Ganley,

Manager, Engine and Propeller Standards
Branch, Aircraft Certification Service.

[FR Doc. 2019-25010 Filed 11-18-19; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Part 39

[Docket No. FAA-2019-0258; Product
Identifier 2018—-NM-134-AD; Amendment
39-19783; AD 2019-22-04]

RIN 2120-AA64

Airworthiness Directives; Airbus SAS
Airplanes

AGENCY: Federal Aviation
Administration (FAA), Department of
Transportation (DOT).

ACTION: Final rule.

SUMMARY: The FAA is superseding
Airworthiness Directive (AD) 96—25-04,
which applied to certain Airbus SAS
Model A320 series airplanes. AD 96—
25-04 required repetitive inspections of
the wire looms in the wing and the
horizontal stabilizer and in certain areas
of the main landing gear (MLG) bays;
repair or replacement, protection, and
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realignment, if necessary; installation of
protective sleeves; and realignment of
certain bundles. This AD partially
retains the requirements of AD 96—25—
04 and requires modification of the
wing electrical installation; as specified
in a European Aviation Safety Agency
(EASA) AD, which is incorporated by
reference. This AD was prompted by a
determination that there were issues
with protective sleeves previously
installed as specified in AD 96-25-04.
The FAA is issuing this AD to address
the unsafe condition on these products.
DATES: This AD is effective December
24, 2019.

The Director of the Federal Register
approved the incorporation by reference
of a certain publication listed in this AD
as of December 24, 2019.

ADDRESSES: For the material
incorporated by reference (IBR) in this
AD, contact the EASA, Konrad-
Adenauer-Ufer 3, 50668 Cologne,
Germany; telephone +49 221 89990
1000; email ADs@easa.europa.eu;
internet www.easa.europa.eu. You may
find this IBR material on the EASA
website at https://ad.easa.europa.eu.
You may view this IBR material at the
FAA, Transport Standards Branch, 2200
South 216th St., Des Moines, WA. For
information on the availability of this
material at the FAA, call 206-231-3195.
It is also available in the AD docket on
the internet at https://
www.regulations.gov by searching for
and locating Docket No. FAA-2019—
0258.

Examining the AD Docket

You may examine the AD docket on
the internet at https://www.regulations.
gov by searching for and locating Docket
No. FAA-2019-0258; or in person at
Docket Operations between 9 a.m. and
5 p.m., Monday through Friday, except
Federal holidays. The AD docket
contains this final rule, the regulatory
evaluation, any comments received, and
other information. The address for
Docket Operations is U.S. Department of
Transportation, Docket Operations, M—
30, West Building Ground Floor, Room
W12-140, 1200 New Jersey Avenue SE,
Washington, DC 20590.

FOR FURTHER INFORMATION CONTACT:
Sanjay Ralhan, Aerospace Engineer,
International Section, Transport
Standards Branch, FAA, 2200 South
216th St., Des Moines, WA 98198;
telephone and fax 206—-231-3223.
SUPPLEMENTARY INFORMATION:

Discussion

The EASA, which is the Technical
Agent for the Member States of the
European Union, has issued EASA AD

2018-0200, dated September 6, 2018
(“EASA AD 2018-0200"’) (also referred
to as the Mandatory Continuing
Airworthiness Information, or ‘‘the
MCALI”), to correct an unsafe condition
for certain Airbus SAS Model A320—
211,-212, and —-231 airplanes. EASA
AD 2018-0200 supersedes Direction
Générale de I’Aviation Civile (DGACQC)
AD 91-182—-020(B) R2, dated December
7, 1994 (which corresponds to FAA AD
96—25—-04, Amendment 39-9846 (61 FR
66881, December 19, 1996) (‘“AD 96—25—
04”)).

The FAA issued a notice of proposed
rulemaking (NPRM) to amend 14 CFR
part 39 to supersede AD 96—25—-04. AD
96—25—04 applied to certain Airbus SAS
Model A320 series airplanes. The NPRM
published in the Federal Register on
May 7, 2019 (84 FR 19885). The NPRM
was prompted by a determination that
there were issues with protective
sleeves previously installed as specified
in AD 96-25-04. The NPRM proposed
to partially retain the requirements of
AD 96-25-04 and require modification
of the wing electrical installation. The
FAA is issuing this AD to address
electrical short circuiting due to chafing
of the wire bundles in the wing,
horizontal stabilizer, or MLG bay, which
could result in a fire.

Comments

The FAA gave the public the
opportunity to participate in developing
this final rule. The following presents
the comments received on the NPRM
and the FAA’s response to each
comment. Air Line Pilots Association,
International (ALPA) indicated its
support for the NPRM.

Request To Clarify and Provide
Procedures for Previously Installed
Sleeves

Delta Air Lines (Delta) requested
clarification and further provisioning to
address previously installed protective
sleeves that are identified as having
issues in the NPRM and EASA AD
2018-0200. Delta requested that the
FAA explain the issue with the
previously installed protective sleeves
and specify corrective action referring to
the previous requirements of AD 96—25—
04. Delta stated that the instructions in
Airbus Service Bulletin A320-92-1115,
Revision 01, dated August 14, 2018, and
EASA AD 2018-0200 do not identify
procedures for removal of previously
installed protective sleeves and do not
explain the deficiency with those
sleeves.

The FAA agrees to clarify. Airbus
Service Bulletin A320-92-1115,
Revision 01, dated August 14, 2018,
does include instructions for removing

the previously installed heat shrink
tubing (wire loom protection) prior to
installation of new wire loom
protection. Airbus Service Bulletin
A320-92-1115, Revision 01, dated
August 14, 2018, also states the unsafe
condition associated with previously
installed wire loom protection, which
allowed the wire loom to be held in
contact with the edge of harness
breakout from conduits on wing trailing
edge harnesses. Subsequent vibration
initiated chafing and the eventual short
circuit.

The new modification requirement in
this AD introduces a full-length
protective sleeve to protect the wire
looms at harness breakout from conduits
on wing trailing edge harnesses in Zone
574 and Zone 674. As specified in
paragraph (13) of EASA AD 2018-0200,
doing the new modification terminates
inspections required by paragraph (1) of
EASA AD 2018-0200 (which retains the
requirements that correspond to
paragraph (c) of AD 96—25-04). The AD
has not been changed in this regard.

Request To Revise the Applicability

Delta requested the applicability of
the proposed AD be changed to only
include airplanes produced with the
unsafe condition. Delta noted that the
applicability exception statement (i.e.,
except those on which Airbus
modification (mod) 22626 has been
embodied in production) means the
proposed AD would be applicable to
any future production airplanes if mod
22626 is not embodied. Delta stated that
it assumed the certification basis of new
aircraft would address this unsafe
condition either through mod 22626 or
other mods or design features that
would address the unsafe condition.

The FAA agrees to clarify. As
specified in EASA AD 2018-0200, the
AD is applicable to Airbus SAS Model
A320-211, A320-212 and A320-231
airplanes, all manufacturer serial
numbers except those on which Airbus
modification 22626 has been installed
in production. The intent for airplanes
modified in production via modification
22626 is that they will not be de-
modified and therefore the unsafe
condition will not apply. The AD is not
applicable if production modification
22626 is installed; however, it is the
responsibility of operators to maintain
that modification in accordance with
the type design requirements of the
airplane. The AD has not been changed
in this regard.

Request To Clarify if Another AD Is
Affected

Delta requested clarification on
whether the proposed AD might affect
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AD 2016-19-02, Amendment 39-18651
(81 FR 64051, September 19, 2016) (“AD
2016—19-02"). Delta raised concerns
over the risk to inadvertently de-modify
the impacted airplanes identified in
EASA AD 2018-0200 and therefore no
longer be in compliance with AD 2016—
19-02. Delta stated that due to the
proximity of the modifications specified
in Airbus Service Bulletin A320-92—
1049, Revision 01, dated November 28,
2011 (referred to in AD 2016—19-02)
and Airbus Service Bulletin A320-92—
1115, Revision 01, dated August 14,
2018 (referred to in EASA AD 2018—
0200) there is potential for de-
modification of an AD requirement.
The FAA agrees to clarify. The
modifications specified in Airbus
Service Bulletin A320-92—1049,
Revision 01, dated November 28, 2011
(required by paragraph (h)(1) of AD
2016-19-02); and Airbus Service
Bulletin A320-92-1115, Revision 01,
dated August 14, 2018 (required by
paragraphs (7) through (9) of EASA AD
2018-0200), are in close proximity, but
the risk to inadvertently de-modify the
airplane is small. There is clearance

between the protective sleeve installed
using Airbus Service Bulletin A320-92—
1049, Revision 01, dated November 28,
2011, and the insert (protective sleeve)
installed using Airbus Service Bulletin
A320-92-1115, Revision 01, dated
August 14, 2018. In addition, Airbus
Service Bulletin A320-92-1115,
Revision 01, dated August 14, 2018,
does not include procedures to remove
the protective sleeve installed using
Airbus Service Bulletin A320-92-1049,
Revision 01, dated November 28, 2011.
The AD has not been changed in this
regard.

Conclusion

The FAA reviewed the relevant data,
considered the comments received, and
determined that air safety and the
public interest require adopting this
final rule as proposed, except for minor
editorial changes. The FAA has
determined that these minor changes:

e Are consistent with the intent that

was proposed in the NPRM for
addressing the unsafe condition; and

e Do not add any additional burden
upon the public than was already
proposed in the NPRM.

Related IBR Material Under 1 CFR Part
51

EASA AD 2018-0200 describes
procedures for repetitive inspections to
detect chafing, signs of overheating, and
misalignment of the wire looms
(bundles) in the wing and the horizontal
stabilizer and in certain areas of the
MLG bays; repair or replacement,
protection, and realignment, if
necessary; realignment of bundles that
are not guided centrally into the conduit
end fittings; and modification of the
wing electrical installation.

This material is reasonably available
because the interested parties have
access to it through their normal course
of business or by the means identified
in the ADDRESSES section.

Costs of Compliance

The FAA estimates that this AD
affects 27 airplanes of U.S. registry. The
FAA estimates the following costs to
comply with this AD:

ESTIMATED COSTS FOR REQUIRED ACTIONS

; Cost per Cost on U.S.
Action Labor cost Parts cost product operators
Retained actions from AD 96-25-04 ............. 62 work-hours x $85 per hour = $5,270 ........ Negligible ....... $5,270 $142,290
NEW aCtIONS ....evveeeieeieeieece e 25 work-hours x $85 per hour = $2,125 ........ () *2,125 *57,375

* The FAA has received no definitive data on the parts costs for the new actions.

The FAA has received no definitive
data that would enable us to provide
cost estimates for the on-condition
actions specified in this AD.

Authority for This Rulemaking

Title 49 of the United States Code
specifies the FAA’s authority to issue
rules on aviation safety. Subtitle I,
section 106, describes the authority of
the FAA Administrator. Subtitle VII:
Aviation Programs, describes in more
detail the scope of the Agency’s
authority.

The FAA is issuing this rulemaking
under the authority described in
Subtitle VII, Part A, Subpart III, Section
44701: “General requirements.” Under
that section, Congress charges the FAA
with promoting safe flight of civil
aircraft in air commerce by prescribing
regulations for practices, methods, and
procedures the Administrator finds
necessary for safety in air commerce.
This regulation is within the scope of
that authority because it addresses an
unsafe condition that is likely to exist or
develop on products identified in this
rulemaking action.

This AD is issued in accordance with
authority delegated by the Executive
Director, Aircraft Certification Service,
as authorized by FAA Order 8000.51C.
In accordance with that order, issuance
of ADs is normally a function of the
Compliance and Airworthiness
Division, but during this transition
period, the Executive Director has
delegated the authority to issue ADs
applicable to transport category
airplanes and associated appliances to
the Director of the System Oversight
Division.

Regulatory Findings

This AD will not have federalism
implications under Executive Order
13132. This AD will not have a
substantial direct effect on the States, on
the relationship between the national
government and the States, or on the
distribution of power and
responsibilities among the various
levels of government.

For the reasons discussed above, I
certify that this AD:

(1) Is not a “significant regulatory
action” under Executive Order 12866,

(2) Will not affect intrastate aviation
in Alaska, and

(3) Will not have a significant
economic impact, positive or negative,
on a substantial number of small entities
under the criteria of the Regulatory
Flexibility Act.

List of Subjects in 14 CFR Part 39

Air transportation, Aircraft, Aviation
safety, Incorporation by reference,
Safety.

Adoption of the Amendment

Accordingly, under the authority
delegated to me by the Administrator,
the FAA amends 14 CFR part 39 as
follows:

PART 39—AIRWORTHINESS
DIRECTIVES

m 1. The authority citation for part 39
continues to read as follows:

Authority: 49 U.S.C. 106(g), 40113, 44701.
§39.13 [Amended]

m 2. The FAA amends § 39.13 by
removing Airworthiness Directive (AD)
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96—25—-04, Amendment 39-9846 (61 FR
66881, December 19, 1996), and adding
the following new AD:

2019-22-04 Airbus SAS: Amendment 39—
19783; Docket No. FAA-2019-0258;
Product Identifier 2018—NM-134—AD.

(a) Effective Date
This AD is effective December 24, 2019.

(b) Affected ADs

This AD replaces AD 96—25-04,
Amendment 39-9846 (61 FR 66881,
December 19, 1996) (‘““‘AD 96—25-04"").

(c) Applicability

This AD applies to Airbus SAS Model
A320-211,-212, and —231 airplanes,
certificated in any category, as identified in
European Aviation Safety Agency (EASA) AD
2018-0200, dated September 6, 2018 (“EASA
AD 2018-0200").

(d) Subject

Air Transport Association (ATA) of
America Code 24, Electrical power.

(e) Reason

This AD was prompted by a report that
electrical short-circuiting could occur in the
wire bundles in the wing, horizontal
stabilizer, or main landing gear (MLG) bays.
This AD was also prompted by a
determination that there were issues with
protective sleeves previously installed as
specified in AD 96-25-04. The FAA is
issuing this AD to address electrical short
circuiting due to chafing of the wire bundles
in the wing, horizontal stabilizer, or MLG
bay, which could result in a fire.

(f) Compliance

Comply with this AD within the
compliance times specified, unless already
done.

(g) Requirements

Except as specified in paragraph (h) of this
AD: Comply with all required actions and
compliance times specified in, and in
accordance with, EASA AD 2018-0200.

(h) Exceptions to EASA AD 2018-0200

(1) Where EASA AD 2018-0200 refers to its
effective date, this AD requires using the
effective date of this AD.

(2) Where EASA AD 2018-0200 refers to
“the effective date of DGAC France AD 91—
182-020 at original issue” or refers to ‘“‘the
effective date of DGAC France AD 91-182—
020 at Rev.2,” this AD requires using January
27,1997 (the effective date of AD 96—-25-04).

(3) The “Remarks” section of EASA AD
2018-0200 does not apply to this AD.

(i) Other FAA AD Provisions

The following provisions also apply to this
AD:

(1) Alternative Methods of Compliance
(AMOCs): The Manager, International
Section, Transport Standards Branch, FAA,
has the authority to approve AMOCs for this
AD, if requested using the procedures found
in 14 CFR 39.19. In accordance with 14 CFR
39.19, send your request to your principal
inspector or local Flight Standards District

Office, as appropriate. If sending information
directly to the International Section, send it
to the attention of the person identified in
paragraph (j) of this AD. Information may be
emailed to: 9-ANM-116-AMOC-REQUESTS@
faa.gov. Before using any approved AMOC,
notify your appropriate principal inspector,
or lacking a principal inspector, the manager
of the local flight standards district office/
certificate holding district office.

(2) Contacting the Manufacturer: For any
requirement in this AD to obtain instructions
from a manufacturer, the instructions must
be accomplished using a method approved
by the Manager, International Section,
Transport Standards Branch, FAA; or EASA;
or Airbus SAS’s EASA Design Organization
Approval (DOA). If approved by the DOA,
the approval must include the DOA-
authorized signature.

(3) Required for Compliance (RC): For any
service information referenced in EASA AD
2018-0200 that contains RC procedures and
tests: Except as required by paragraph (i)(2)
of this AD, RC procedures and tests must be
done to comply with this AD; any procedures
or tests that are not identified as RC are
recommended. Those procedures and tests
that are not identified as RC may be deviated
from using accepted methods in accordance
with the operator’s maintenance or
inspection program without obtaining
approval of an AMOGC, provided the
procedures and tests identified as RC can be
done and the airplane can be put back in an
airworthy condition. Any substitutions or
changes to procedures or tests identified as
RC require approval of an AMOC.

(j) Related Information

For more information about this AD,
contact Sanjay Ralhan, Aerospace Engineer,
International Section, Transport Standards
Branch, FAA, 2200 South 216th St., Des
Moines, WA 98198; telephone and fax 206—
231-3223.

(k) Material Incorporated by Reference

(1) The Director of the Federal Register
approved the incorporation by reference
(IBR) of the service information listed in this
paragraph under 5 U.S.C. 552(a) and 1 CFR
part 51.

(2) You must use this service information
as applicable to do the actions required by
this AD, unless this AD specifies otherwise.

(3) The following service information was
approved for IBR on December 24, 2019.

(i) European Aviation Safety Agency
(EASA) AD 2018-0200, dated September 6,
2018.

(ii) [Reserved]

(4) For information about EASA AD 2018—
0200, contact the EASA, Konrad-Adenauer-
Ufer 3, 50668 Cologne, Germany; telephone
+49 221 89990 6017; email ADs@
easa.europa.eu; Internet
www.easa.europa.eu. You may find this
EASA AD on the EASA website at https://
ad.easa.europa.eu.

(5) You may view this material at the FAA,
Transport Standards Branch, 2200 South
216th St., Des Moines, WA. For information
on the availability of this material at the
FAA, call 206-231-3195. This material may
be found in the AD docket on the internet at

https://www.regulations.gov by searching for
and locating Docket No. FAA-2019-0258.

(6) You may view this material that is
incorporated by reference at the National
Archives and Records Administration
(NARA). For information on the availability
of this material at NARA, email fedreg.legal@
nara.gov, or go to: https://www.archives.gov/
federal-register/cfr/ibr-locations.html.

Issued in Des Moines, Washington, on
November 5, 2019.
Michael Kaszycki,

Acting Director, System Oversight Division,
Aircraft Certification Service.

[FR Doc. 2019-24995 Filed 11-18-19; 8:45 am]
BILLING CODE 4910-13-P

DEPARTMENT OF THE TREASURY

Internal Revenue Service

26 CFR Part 1
[TD 9883]
RIN 1545-BM90

Ownership Attribution for Purposes of
Determining Whether a Person Is
Related to a Controlled Foreign
Corporation; Rents Derived in the
Active Conduct of a Trade or Business

AGENCY: Internal Revenue Service (IRS),
Treasury.

ACTION: Final regulations.

SUMMARY: This document contains final
regulations regarding the attribution of
ownership of stock or other interests for
purposes of determining whether a
person is a related person with respect
to a controlled foreign corporation
(““CFC”) under section 954(d)(3). In
addition, the final regulations provide
rules for determining whether a CFC is
considered to derive rents in the active
conduct of a trade or business for
purposes of computing foreign personal
holding company income. This
document finalizes the proposed
regulations published on May 20, 2019.
The regulations affect United States
persons with direct or indirect
ownership interests in certain foreign
corporations.
DATES:

Effective Date: These regulations are
effective on November 19, 2019.

Applicability Date: For the dates of
applicability, see §§ 1.954-1(f)(3),
1.954-2(i)(2), and 1.958-2(h).
FOR FURTHER INFORMATION CONTACT:
Kristine A. Crabtree at (202) 317-6934.
SUPPLEMENTARY INFORMATION:

Background

On May 20, 2019, the Department of
the Treasury (“Treasury Department”)
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and the IRS published proposed
regulations (REG-125135-15) under
sections 954 and 958 in the Federal
Register (84 FR 22751) (the “proposed
regulations”). No public hearing was
requested or held. All written comments
received in response to the proposed
regulations are available at
www.regulations.gov or upon request.
Because no comments suggested
revisions to the proposed regulations,
this Treasury decision adopts the
proposed regulations as final regulations
without change.

Summary of Comments

The proposed regulations and the
final regulations limit the application of
the section 318(a)(3) constructive
ownership rules for purposes of the
definition of related person in section
954(d)(3) to avoid inappropriately
treating entities, including CFCs, that do
not have a significant relationship to
each other as related persons.
Comments agreed with the Treasury
Department and the IRS that limiting
the application of the downward
attribution rules of section 318(a)(3)(A)
incorporated by section 958(b) for
purposes of section 954(d)(3) avoids
inappropriate results, and one comment
urged the Treasury Department and the
IRS to provide a similar limitation on
the application of those rules for
purposes of determining whether a
foreign corporation is a CFC. The
Treasury Department and the IRS are
separately studying the application of
section 958(b) following the repeal of
section 958(b)(4) by the Tax Cuts and
Jobs Act, Public Law 115-97 (2017), and
the final regulations do not address the
application of the constructive
ownership rules of section 958(b) for
purposes other than section 954(d)(3).

Effect on Other Documents

Section 7(d) of Notice 2007-9, 2007—
1 C.B. 401, is obsoleted.

Special Analyses

OIRA has waived review of this final
rule in accordance with section
6(a)(3)(A) of E.O. 12866.

Because this rulemaking is an
interpretive rule and does not impose a
collection of information on small
entities, under 5 U.S.C. 603(a) the
provisions of the Regulatory Flexibility
Act (5 U.S.C. chapter 6) do not apply.
Accordingly, a regulatory flexibility
analysis under the Regulatory
Flexibility Act is not required.

Pursuant to section 7805(f), the notice
of proposed rulemaking preceding this
regulation was submitted to the Chief
Counsel for Advocacy of the Small
Business Administration for comment

on its impact on small businesses. No
comments were received.

Drafting Information

The principal author of the final
regulations is James Beatty of the Office
of Associate Chief Counsel (Income Tax
& Accounting). However, other
personnel from the Treasury
Department and the IRS participated in
the development of these proposed
regulations.

Statement of Availability of IRS
Documents

Notice 2007-9 is published in the
Internal Revenue Bulletin (or
Cumulative Bulletin) and is available
from the Superintendent of Documents,
U.S. Government Publishing Office,
Washington, DC 20402, or by visiting
the IRS website at http://www.irs.gov.

List of Subjects in 26 CFR Part 1

Income taxes, Reporting and
recordkeeping requirements.

Amendments to the Regulations

Accordingly, 26 CFR part 1 is
amended as follows:

PART 1—INCOME TAXES

m Paragraph 1. The authority citation
for part 1 continues to read in part as
follows:

Authority: 26 U.S.C. 7805 * * *

Section 1.954—1 also issued under 26
U.S.C. 954(b) and (c). Section 1.954—2 also
issued under 26 U.S.C. 954(b) and (c).

* * * * *

m Par. 2. Section 1.954—0 is amended in
paragraph (b) by adding entries for

§§ 1.954-1(f)(3), (f)(3)(i) through (iii),
(g), and (g)(1) through (4) and 1.954—
2(c)(2)(v) through (viii), (d)(2)(v), (i), and
(1)(1) through (3) to read as follows:

§1.954-0 Introduction.

* * * * *
(b) * k% %
§1.954-1 Foreign base company income.

3) Applicability dates.

i) General rule.

i) Option rule in paragraph
)(iv)(B)(2) of this section.

iii) Anti-abuse rule.

(g) Distributive share of partnership
income.

(1) Application of related person and
country of organization tests.

(2) Application of related person test
for sales and purchase transactions
between a partnership and its controlled
foreign corporation partner.

(3) Examples.

(
(
(
(i
(B2
(

(4) Effective date.

§1.954-2 Foreign personal holding
company income.
* * * * *
* *x %
2)) * *x %
v) Leased in foreign commerce.
vi) Leases acquired by the CFC lessor.

—~— —~ — — —

vii) Marketing of leases.
viii) Cost sharing arrangements
(CSAs).

* * * *

)

v) Cost sharing arrangements (CSAs).

i) Applicability dates.
) Paragraphs (c)(2)(v) through (vii).
) Paragraphs (c)(2)(iii)(B) and
(c)(2)(iv)(A) of this section.

(3) Other paragraphs.
m Par. 3. Section 1.954-1 is amended by
revising paragraph (f)(2)(iv) and adding
paragraph (f)(3) to read as follows:

§1.954-1 Foreign base company income.

* * * * *

(f) * % %

(2) * *x %

(iv) Direct or indirect ownership. For
purposes of section 954(d)(3) and this
paragraph (f), to determine direct or
indirect ownership—

(A) The principles of § 1.958-1 and
section 958(a) apply without regard to
whether a corporation, partnership,
trust, or estate is foreign or domestic or
whether an individual is a citizen or
resident of the United States; and

(B) The principles of § 1.958-2 and
section 958(b) apply, except that—

(1) Neither section 318(a)(3), nor
§1.958-2(d) or the principles thereof,
applies to attribute stock or other
interests to a corporation, partnership,
estate, or trust; and

(2) Neither section 318(a)(4), nor
§ 1.958-2(e) or the principles thereof,
applies to treat dividends, interest,
rents, or royalties received or accrued
from a foreign corporation as received or
accrued from a controlled foreign
corporation payor if a principal purpose
of the use of an option to acquire stock
or an equity interest, or an interest
similar to such an option, that causes
the foreign corporation to be a
controlled foreign corporation payor is
to qualify dividends, interest, rents, or
royalties paid by the foreign corporation
for the section 954(c)(6) exception. For
purposes of this paragraph
®(2)(1v)(B)(2), an interest that is similar
to an option to acquire stock or an
equity interest includes, but is not
limited to, a warrant, a convertible debt
instrument, an instrument other than
debt that is convertible into stock or an

* %
* %

N

(
(
(
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equity interest, a put, a stock or equity
interest subject to risk of forfeiture, and
a contract to acquire or sell stock or an
equity interest.

(3) Neither section 318(a)(4), nor
§ 1.958-2(e) or the principles thereof,
applies to treat a person that has an
option to acquire stock or an equity
interest, or an interest similar to such an
option, as owning the stock or equity
interest if a principal purpose for the
use of the option or similar interest is
to treat a person as a related person with
respect to a controlled foreign
corporation under this paragraph (f). For
purposes of this paragraph
D(2)(iv)(B)(3), an interest that is similar
to an option to acquire stock or an
equity interest includes, but is not
limited to, a warrant, a convertible debt
instrument, an instrument other than
debt that is convertible into stock or an
equity interest, a put, a stock or equity
interest subject to risk of forfeiture, and
a contract to acquire or sell stock or an
equity interest.

(3) Applicability dates—(i) General
rule. Except as otherwise provided in
this paragraph (f)(3), paragraph (f)(2)(iv)
of this section applies to taxable years
of controlled foreign corporations
ending on or after November 19, 2019,
and taxable years of United States
shareholders in which or with which
such taxable years end.

(ii) Option rule in paragraph
(f)(2)(iv)(B)(2) of this section. Paragraph
(f)(2)(iv)(B)(2) of this section applies to
taxable years of controlled foreign
corporations beginning after December
31, 2006, and ending before November
19, 2019, and taxable years of United
States shareholders in which or with
which such taxable years end.

(iii) Anti-abuse rule. Paragraphs
®(2)(1v)(B)(1) and (3) of this section
apply to taxable years of controlled
foreign corporations ending on or after
May 17, 2019, and to taxable years of
United States shareholders in which or
with which such taxable years end, with
respect to amounts that are received or
accrued by a controlled foreign
corporation on or after May 17, 2019 to
the extent the amounts are received or
accrued in advance of the period to
which such amounts are attributable
with a principal purpose of avoiding the
application of paragraph (f)(2)(iv)(B)(1)
or (3) of this section with respect to
such amounts.

* * * * *
m Par. 4. Section 1.954-2 is amended
by:

m 1. Revising paragraphs (c)(2)(iii)(B)
and (c)(2)(iv)(A).

m 2. Revising the heading of paragraph
(1).

m 3. Redesignating paragraph (i)(2) as
paragraph (i)(3).
m 4. Adding new paragraph (i)(2).

The revisions and addition read as
follows:

§1.954-2 Foreign personal holding
company income.

* * * * *

C]* * %

(
(2) * % %
(

i) % % %

iii)

(B) Deductions for amounts (including
rents and royalties) paid or incurred by
the lessor for the right to use the
property (or a component thereof) that
generated the rental income;

* * * * *

(iV) * * %

(A) Amounts (including rents and
royalties) paid or incurred by the lessor
for the right to use the property (or a
component thereof) that generated the
rental income;

* * * * *

* * %

(i) Applicability dates.

(2) Paragraphs (c)(2)(iii)(B) and
(c)(2)(iv)(A) of this section. Paragraphs
(c)(2)(iii)(B) and (c)(2)(iv)(A) of this
section apply for taxable years of
controlled foreign corporations ending
on or after November 19, 2019, and for
the taxable years of United States
shareholders in which or with which
such taxable years end.

m Par. 5. Section 1.958-2 is amended by
revising paragraph (d)(1) introductory
text and the first sentence of paragraph
(e) and adding paragraph (h) to read as
follows:

§1.958-2 Constructive ownership of
stock.
* * * * *

(d)* E

(1) * * * Except as otherwise
provided in paragraph (d)(2) of this
section and § 1.954—1(f)—

* * * * *

(e) * * * Except as otherwise
provided in § 1.954—1(f), if any person
has an option to acquire stock, such
stock shall be considered as owned by
such person. * * *

* * * * *

(h) Applicability date. Paragraphs
(d)(1) and (e) of this section apply for
taxable years of controlled foreign
corporations ending on or after
November 19, 2019, and for the taxable
years of United States shareholders in

which or with which such taxable years
end.
* * * * *

Sunita Lough,

Deputy Commissioner for Services and
Enforcement.

Approved: October 28, 2019.
David J. Kautter,
Assistant Secretary of the Treasury (Tax
Policy).
[FR Doc. 2019-24985 Filed 11-18-19; 8:45 am]
BILLING CODE 4830-01-P

ENVIRONMENTAL PROTECTION
AGENCY

40 CFR Part 52

[EPA-R05-OAR-2019-0032; FRL-10002—
26—-Region 5]

Air Plan Approval; lllinois; Emissions
Reduction Market System Sunsetting

AGENCY: Environmental Protection
Agency (EPA).
ACTION: Final rule.

SUMMARY: The Environmental Protection
Agency (EPA) is approving a State
Implementation Plan (SIP) revision
submitted by the Illinois Environmental
Protection Agency (Illinois EPA) on
January 11, 2019, concerning the State’s
Emissions Reduction Market System
(ERMS) program for the Chicago ozone
nonattainment area (NAA) in Illinois.
The revision sunsets the ERMS program
and removes 35 Illinois Administrative
Code (35 IAC) Part 205, from the SIP as
the ERMS program is no longer effective
in providing additional emissions
reductions or environmental benefit.
The submittal includes a demonstration
under section 110(1) of the Clean Air Act
(CAA) that addresses emission impacts
associated with the sunsetting of the
program.

DATES: This final rule is effective on
December 19, 2019.

ADDRESSES: EPA has established a
docket for this action under Docket ID
No. EPA-R05-0OAR-2019-0032. All
documents in the docket are listed in
the http://www.regulations.gov website.
Publicly available docket materials may
be obtained either from http://
www.regulations.gov, or from the person
identified in the FOR FURTHER
INFORMATION CONTACT section.

FOR FURTHER INFORMATION CONTACT:
Francisco J. Acevedo, Mobile Source
Program Manager, Control Strategies
Section, Air Programs Branch (AR-18]J),
Environmental Protection Agency,
Region 5, 77 West Jackson Boulevard,


http://www.regulations.gov
http://www.regulations.gov
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Chicago, Illinois 60604, (312) 886—6061,
acevedo.francisco@epa.gov.
SUPPLEMENTARY INFORMATION:
Throughout this document whenever
“we,” “us,” or “our” is used, we mean
EPA.

I. What is being addressed by this
document?

The ERMS program was originally
implemented in Illinois as a cap-and-
trade program designed to reduce the
emissions of volatile organic
compounds (VOC?) in the Chicago
ozone NAA below the levels required by
reasonably available control technology
(RACT) and other regulations. The
program was intended to achieve
additional emission reductions needed
for the post-1999 ozone Rate of Progress
(ROP) plan for the now-revoked 1979 1-
hour ozone standard, while providing
sources with more flexibility than is
typically present in other regulations.

The ERMS program was adopted by
Illinois in 1997 and approved as part of
the Illinois SIP by EPA on October 15,
2001 (66 FR 52343). The program was
amended in 2005 and approved by EPA
on July 7, 2008 (73 FR 38328).

Illinois has achieved all the
reductions needed under the ROP plan
for the Chicago NAA, and is now
terminating the ERMS program, as it is
no longer effective in providing
environmental benefit. Since the
implementation of ERMS in 2000, actual
emissions from sources in ERMS have
continued to decrease. These emissions
reductions are due to various factors,
including the shutdown of the original
affected sources. New sources and
emission units that have become subject
to ERMS do not emit at the rate of these
older, shut down sources. Additionally,
as discussed in EPA’s proposal, several
State and Federal regulations addressing
VOC emissions have been promulgated
since ERMS began, resulting in a
significant decline in both allowable
and actual emissions. As part of their
SIP submittal, Illinois EPA requested
EPA’s approval of the State’s action to
sunset the ERMS program as of April 30,
2018, which would therefore allow EPA
to remove 35 IAC Part 205 provisions
from the SIP. Illinois EPA submitted an
anti-backsliding analysis in accordance
with section 110(1) of the CAA to
demonstrate that the discontinuation of
the ERMS program as of April 30, 2018
will not interfere with attainment or

1llinois uses the term ‘“Volatile Organic
Material” (VOM) rather than VOC. The State’s
definition of VOM is equivalent to EPA’s definition
of VOC at 40 CFR 51.100. The two terms are
interchangeable when discussing volatile organic
emissions. For consistency with the CAA and EPA
policy, this rulemaking uses the term VOC.

maintenance of the ozone NAAQS in
the Chicago NAA.

II. What comments did we receive on
the proposed SIP revision?

Our August 19, 2019 proposed rule
provided a 30-day comment period (84
FR 42872). The comment period closed
on September 19, 2019. EPA received
one comment during the public
comment period. The comment
supported EPA’s proposed action to
allow the ERMS sunset in Illinois’ SIP
and encouraged EPA to make the SIP
revision effective as soon as possible.

ITI. What action is EPA taking?

EPA is approving the revision to the
Ilinois SIP submitted by the Illinois
EPA on January 11, 2019, because the
sunset of Illinois’ ERMS program in the
SIP meets all applicable requirements
and would not interfere with reasonable
further progress or attainment of the
ozone NAAQS. As a result, EPA is
removing the ERMS provisions (35 IAC
Part 205) from the SIP.

IV. Incorporation by Reference

In this document, EPA is finalizing
regulatory text that includes
incorporation by reference. As described
in the amendments to 40 CFR part 52 set
forth below, EPA is removing provisions
of the EPA-Approved Illinois
Regulations and Statutes from the
Mlinois SIP, which is incorporated by
reference in accordance with the
requirements of 1 CFR part 51. EPA has
made, and will continue to make the SIP
generally available through
www.regulations.gov and at the EPA
Region 5 Office (please contact the
person identified in the FOR FURTHER
INFORMATION CONTACT section of this
preamble for more information).

V. Statutory and Executive Order
Reviews

Under the CAA, the Administrator is
required to approve a SIP submission
that complies with the provisions of the
CAA and applicable Federal regulations.
42 U.S.C. 7410(k); 40 CFR 52.02(a).
Thus, in 