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IUIqI_.MI_TAUW INFORMA'IION:

_ Backgroun d . _ -" . ..-_.

; A Federal lyslem ior recordation of.
instruments transfelTing or mf_SC/ing
interests 1!!lircrifl was first estaW/s_ed

. by Coagrees/n 193& Currently sac/ion
503 of the Federal Aviation Act of 1958
{the Act) requires the FAA to establish
and maintain n system for recording .

- - conveyances affecting title to, or inten_lt
in, c/vii aircraft. These documents

• inclmJe bills of sole; contracts of
_ conditional aale. mortgages, and other
- security agreements. The Act also
- provides that no conveyance shall be

valid against any person other than the
• persons involved in the conveyance, or
• a person who has actual notice, until the

conveyance affecting the aircraft is
• recorded with the FAA.

Under the Act, en aircraft may only be
registered by its owner. Since 1939, as a
result of the O'Conner decision (1

C.A.A. 5,1939). the regulations have
• recognized the buyer of an aircraft

under a contract of conditional sale as

the owner for registration purposes. This
is true even though the conditional seller

DEPARTMENT OF TRANSPORTATION retains legal title until the buyer meets
the conditions of the contracL The FAA

Federal Aviation AdmlNstmtion considers certain leases with option to
purchase, and bailment leases, aa

14 CFIRPacts 47 and 49 defined in 49 U.S.C. 1301{19),
"conditional sales", to be equivalent to

lDocket No. 20349; AmdL Nos. 47-_I mid conditional sales and wherever the
4HI terms "conditional sales'Lor

"conditional sales contract"are used,

Recordabon of Conveyances Affecting they/nc[ude those leases with option
Title to, or In kntorm_t in, AWcraft . and bailment leases.

_YJ/_'__ j (_1 Parts 47 ,d 49 of the Federal
AviationAGENCY."Federal Aviation Regulations (FARe) historically

.'_dministration, DOT. . / _v have recognized this spec/al character of
s contract ofcondit/onal sale. Section

"mc'rm_.Final rule. 47.11,Evidence of Ownership, requires

SUMMARY:.These amendments adopt the transferee under a contract of "
rules affecting aircraft registration and conditional sale to submit the contract
the recordat/on of conveyances" by (unless it is already recorded at the FAA
eliminatin 8 the requirement for a " Aircraft Registry (Registry)} and the
conditional sakes vendee to have the transfer from the original buyer, bailee,
consent or e releeee from the lessee, or prior transferee. The transfer
conditional sales vendor before must hear the written assent of the
transferring the ownership of the seller, bailor, lessor, or transferee
aircraft. The amendments are in keeping thereof under the original oontraCt. To
with the express language of the obtain a cortificate of aircraft
Uniform Commercial Code. The registration under (i 47.$1, the applicant
amendments ere in response to petitions must subndt evidence of ownership
for rulemakin 8 filed by Cessna Finance acceptable under | 47.11.

'Corporatiem and the Ai_,raft Finance In addition, |t 47.11 and 49.17 prox;|de
Associat|o_, -, that u trender of the conditional buyer's

• EFI_t_I'IVE DAI"E:February 25. 19B&, interest cannot be recorded and theaircraft cannot be registeredto the
FOreIRml"HI_ ulFoliJt1'Imi ¢omr_'T:. buyer's transfeve_ without the consent '
Ms, Agree M. lores, Aircraft of the conditional seller. However. ira

•Registration Branch, (AAC-ZS0), Airmen person holds any other kind of security
and Aircraft Registry, Aeronautical interest in an aircraft, such as a security
Center, P.O. Box 25082, Oklahoma City, agreement, ors chattel mortgage, the

: .Oklahoma 73125: Telephone (405} 686- consent of the secured party is not
•2284. required for recordation of the transfer
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and registration of the aircraft to the - consistent with the U.C,C._ ANPRM had pointed out that the U.C.C.
transferee. , administratively reasonable, and also has eliminated the distinction between

The Uniform Commercial Code . ' afford protection to persons who hold : conditional vendors and other Secured '
(U.C.C.or the code) makes no ,; . :_, _ security interests in, aircraft, ._ ,. _ ' _:creditors. In view of this virtu_ally..... '
distinction between contracts of ....... _-,. ! Subsequent to the publication ofthe _ ,_ uniform policy of state law, the FAA
conditional sale and othereecurity ', _.: ,..;ANPRM,the Aircraft Finance _ _- , ,"_stated, asit did in'the ANPRM, that the
earaements. Section 1-201(37} of/he: _ ,!-Association (AFA) filed a petition for _:,__i.distinction should be abolished for ...... _'
code states that the retention.or :_. �P�œ�_/'ulemakin8,dated March76, ..1979, ....... :_'purpoSesof aircrs_ftregistration and "
reservation of t/tle by a seller, ...... _ . !proposing the same requirement as CFC _'__recordat/on. The NPRMpointed to the
notwithstanding delivery of the property requested. It did not specify, however, policy of the U.C.C.that debtor's•riahts '!

• to the buyer, is limited in effect to a when the burden wouldfall Upon the in collateral be freely transferable • •
reservation of a "security interest". As buyer of the aircraft to obtain the .... notwithstanding a provision in a ' '
provided in section 9--306of the U.C.C., consent or release of the security _ security agreement making such a "
a perfected security interest continues in interest by the creditor and when it transfer a default. The notice concluded
the collateral regardless of sale or would fall upon the seller. _ ..... that it would be contrary to the policy of
exchanae by the debtor. Section 9--311 the U.C.C. to restrain such transfers by

•/further states that the debtor's riahis in NPRM "_ " requiring, as a condition of aircraft
_ collateral may be voluntarily or In response to the AFA petition and in reaistration and recordation, the_assent
• Involuntarily transferred (by way of further response to the CFC pet/t/on, the " of the secured creditorto s conveyance

sale, creation of a security interest, FAA published notice of proposed of the aircraft. The FAA stated that it is
attachment, levy, garnishment, or other ndemaking (NPRM}No. 80-.9 on May 22, improper to override these state laws, in
judicial process) notwithstanding a !980 (45 FR34286). The notice proposed the absence of specific Federal statutory
provision in the security agreement to deleaata reaulations affording special authority, unless it is necessary to'carry
prohibiting any transfer of making the consideration to conditional sales out the provisions of a Federal statute or
transfer constitute a default, contracts in view of modem state

statutes which, in accordance with the treaty. ' '_
ANPRM .. U.C.C., treat alike all instruments Response to the NPRM

On Angust 11,1975, the Cessna executed for security purposes as they Forty-seven comments were receivedFinance Corporet/on {CFC)submitted a concern the r/ahts, duties, and remedies
petition for mlemaking to the FAA. The of the parties. Specifically, the not/ce • In response to the NPRM.Thirty-seven
CFC petition asks that Parts 47 and 49 proposed to amend § 47.11(a) by commenters oppose the FAA proposal.Twenty of those 37commenters ask that
be changed to remove the distinction eliminat/_ the requirement that the CFC's proposal be implemented.between the FAA's handling of transferee under a contract of
conditional sales contracts and its conditional sale submit with an Aircraft Six commenters point out that
handling of other security instruments. Registration Application,' Writtenasse_3t insurance becomes invalid if ownership
This would be done by requiring consent of the seller, ballot, lessor,•or assianee . is h'ensferred without the lienholder's
of the holder of every outstandin8 thereof, under the oriainal contract, to knowledae. However, maintenance of
recorded security interest prior to the assignment. It also proposed to appropriate insurance is the
recording any bill of sale or other amend § 49.77 to eliminate the consent responsibility of the owner of the .
transfer from the debtor to a third party, • of the conditional seller and consolidate aircraft end is not an FAA requirement.
as a prerequisite to issuing a certificate the recording requirements for While operation of aircraft with
of aircraft registration to the transferee, instruments executed for.security appropriate insurance coverage is
-The CFCpetition prompted the FAA purposes, desirable, and aircraft transfers do ' ;

to issue an advance notice of proposed In support of the proposal, _e i_AA ; affect insurance coveraae and the
rulemakin8 (ANPRM}on October 20, made the following observations. For security of the aircraft as collateral, the

•" 1977 (Notice No. 77-24; 42 FR&5897). _ ' many years, the special character of the proposed reaulat/ons would not affect
This notice, in keeping with the intent of contract of conditional sale, i.e., the the owner's responsibilities as to
/he U.C.C. proposed to abolish the retention of ieaal title by the vendor, insurance.
distinction between contracts of was thonght to have warranted the _ Twenty-four commenters contend that
conditional sale and other security special protection of consent to transfer, the proposed amendments wo_d
interests recorded with the FAA. The However, the Act does not spo¢ificaUy • adversely affect aircraft financing and
FAA proposed to accomplish this, not in authorize the Administrator to refuse to commerce. They contend that .....

:the manner requested by CFC, but by record a conveyance affecting title to, or implementation of the changes proposed "
eliminating the requirement of written an interest in, air.aft in the absence of in the NPRMwould relieve the
consent of the conditional vendor to the a secured creditor's assent to that • mortangor (conditional buyer, lessee, ..... •

__ _'ansf_ of the original buyer's interest conveyance. Section 503|¢:]of the Act " bailee, etc.} of the responsibility of "_ _
":. before.._cordin8 the transfer and leaves the determination of the _"providing either a release of the security
":_iregistedn 8 the aircraft. The FAA substantive validity ofany conv_eyance aareement or a consent from the
• _explained inthe ANPRM that an to state law, specifically, the law of the ' security holder, allowing the free

;_amendment similar to the one proposed state where the inatnonent b d,_livered, transfer of the debtor's interest. The
by CFC would discourage transfer of the To the extent that the Act does'not _ commenters believe that the effect .

• ;,-' buyer's tnterast in the aircraft and thus tabulate the riahts of parties _to,and _ would be that the security holder miaht
be contrary to the intent of the U.C.C. In third parties affected by, ihbs_ ;_ __ _;'then not be aware of the impending
addition, the amendment would involve transactions, security interests in " transfer, and miaht not be able to
a substantial increase in the aircraft are controlled by Article g of the protectits interests or be assured of the
administrative costs and workload of U.C.C., which has been adopted in 49 of continued safety of its collateral. - ....
thelReatstryIThe ANPRM further . , the 50 states. • Althouah the NPRMinvited interested
solicited sugaestions of alternative __ '_ The NPRM noted tlmt the CFC, the persons to submit data concerning any
r.ourses of action which would be .... .....AFA, and the commentate to the possible impact, no commenter did so.
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: As state,din theHPRM. approximately remediesof the port/u to the rightto have_hesecurityIn the
i - 15 pm_e_ of _ _ouudty•re•sections •transactions.. .-- --' ,"_,ollateralcontinuenoiwithstendin8 the
i filed with the Registryare contractsof ' Three comma•tarss/atedthat _zey, :., sale,norchangespecificcontract • "

conditional ,,ale,1lie majorityof those .. did notbelievesecurityIn•ere••sin , . ' language,if thecontractcontainsany.... :
which require a release or consent to the .aircraft were covered by the U.C.C. .... _. language to the effect that a sale may be
sale of such aircrsft have the required : becensesectiong-30_3)speci_iesthat _..._aneventofdefaull.ThePAA'recosnlies
release or consentattached.Set]erawho .-.the filing of a financingtotems•t, ". : that • sateby e.condition•|push•set'-, "
do notsubmit• releaseor.coosenl w/th .. otherwiserequiredby Article 9 of the . may result in the ludierIs•in8 track of.. :.....
other documentationof the salemeetbe code,is no1necessaryoreffectiveto - the collateral,butsincethe Registry "
advisedof the rsqui_t, and.this ' " _perfecta securityInterestin property • -recordsoreopen tothe public, the _ler.
placesan additionalburdenoa the subjectto astatute ortreaty of the or other securityho|dercan checkon
Registry.This _s impedes UnitedStateswhich provide0for • the currentregistrationst any time.The
expeditious re8istratlon to s new buyer, national or interne|load reglstsatlon or FAA places its records at the disposal of
By removing the _equlreme_t, • _ specifies a different piece for fiIL_ s "the public free of charge and in as
significant amoum of rimew|1} beeaved :_ security interest. The F,_ does not - expeditious •manna: as passible.
by the seller, the security holder, and the have • provision for thefi_ of s As • lesssweep'ms alternative, some
FAA in documentlngand precessi_ - - "notice z' of interest in tircrsft [the -: commenters suggest that noJJfication be
suchsalesand the regis•rat/onto • - • ' - £mancin8statement},but-rathersection madeto eft lie•holders when
subsequent beyers. • .... 503(a)(1}of the Act provides for the registration is transferred [as opposed to

Nbthing theFAA can do will chtnge recording of the conveyance.whir.h .:____ • refeaai to transfer}.-However; the •
the prospect that collateral'may be sold contains aU of the termsand p_vision_i i: implementat/o_of_ch an alternative
out of trust, with or without the secur/ty of the transaction affecting an inte_st in would be ahaost identical to •
holders consent.While this fmal rule aircraft. The Act provides • preempted implementation of the complete CFC
'.may remove ••obstacle tO_tsale'out of lace|is• for recording sacra'it3'interests, . proposal insofar as increased workload
trust, the agency [s not persuaded that but othewlse does not displace the .... . is concerned, w/_h qnestioneble gsln to
this wifl have an appreciable effect on _ U.C.C. as to any subs|am/re or - the lien/aider, to whom an after-the-fact
secured transactions gen_ally. Some proc,edur•l_ghtJ.Philkoy.SbookeL 103 -notificatio_mybeno_/mely,
commentersSuggestthatramovL,_ the S.CLZ476(z_13J.In m_ry A/rcroy_.6Sl Three_ntm favor the
release or consent requirement would F_.d 36S[5th Cir. 1982.).Znre Holiday offered in the NPRkLAll three oppo_ :
increase the amoont of down payment ' " A/dines, 620 F.2d 731 {gth CAr.1980}. The the coat of implementi_ and
required in •Scored sales, or Increase validity of any lmttnuaent is determined maintaining the pror,edures requestedby
the amount of interest charged the ':by state law;mad in the event of default. CFC, mid two object to the Gave•meat
buyer, or increase secured party losses, remedies are in acc4Kdanc,e w/th ;&e • taking over the respmm/btlity of
_r all thee. However, no L_o, mation in provisions of the security inJ_ " furnishing/oforraation or • metrics
terms of actual trite'eases oreven_ of _and state law. . presently available from _ private
transfer which result in loss m The FAA dam not expect the ..... _:sector. Le.the sarv/ces of erie|lea 41tie
provided by the commented, so these :adoption.of the amendment to lave an . searehFinally, fin o0mmmte_ farm, ..anticipated .losses must be ce_tdered appreciable effect on the ekoice of .
speculative at this time. - : security fommts av_sble to fame:era continul_ the present procedure. Yam

and their casteme/'_Therelation#, . state that maintsin/u_the .s/atns qua" '
' One comae•tar Matesthat the oblige|leak and rights of the parflt are is profmahle IOth_ "Jmlfway" meamm_ .

proposed rule will •fleet a $6 billkm -- matters of mutual q_'eement.The ' raqmsted by the C_ and dmm_s
industry. Other banks and a/rc_ft - agency settee in tmatimq;all seoudty _ . . should be made only if iseoanm of •. -.
f/nancin8 concerns also commented that transact/ms alike should not have been "clear and absolutely dean" title .
their respective involvement may total an advet_ effect amthe reciproca_ replaced the present _ystem. 1'we others
over sue-half billion della• • year. .... dattesof the parties.Most Security ....... _/ant no change only ff CFCWocedtmm _,

-Many ef these concerns stAtsthat timy agreements, by whatever name they are could not be implemented. The fifth
are currently c,arryin8_zO-100million in called, r.oatain provistons restr/ctins , advocates mechange, saying the CFC
outstanding obligations. However, no transfers, perhaps rem_tin8 _ base or proposal wou/d ouly in•rose the
cam•enter states what proportion e_ home location of dw aircraft, and backlog and prolong the time span .-_
their transactions were conditional specifying events of dofaulL F&A required to Issue a certificate of aircraft
sales, if any, or how many conditional , regulations and this ameadmen_ do as| regis|mS/on.
sales were affected by sales out a_ trust, chaage these IxovSstons; the ob_gattons . The FAA kas carefully eonsiderad all

One co•mentor, citing section 9-104 of the parties remain the same. It should comments. However, since the U.C.C.
of the U.C,C..stated that. the U.C.C.does not be the responsibility of the FAA to has virtually eliminated any distinction

- not apply to aircraft because • security , .participate in enforcing the terms of a between forms of security/ntereMs and
interest in a/rcraft-is subject to a statute financ/n8 transection, but rather the the Act provides no basis for such •
of the United States Which 8ave•s: the .parties 4he•selves should select the -distinction, the FAA Is not just/fled in
rights of the parties to,and thirdpa.rt_., securityfor•st..with its Concomitant.. ,..perpetuat/ng by_eS_lal/ou,_ ,
affected by, the.treosactinn. Section _.- . default and redress el••ms, most ...... distinction in one singular typeof
1o3[3}(a} specifically names airplanes as appropriate te the wishes and seeds of .-transaction. The FAA is now fully • "
one of the mobllegood_ covered by the , the parties. " . persuaded that, since the validity of the ,.
code. The Act provides a central It appears that only the PAA has the . instraments is governed by ate law,
location whereby recorded con_eyanees :., _quirement for submission of ace•sent : end since state law prescribes that. _.-
and instruments shall.be t_alidas to,aH;;_/,_,_r release prior 4orecognition of a sale,.. ::;._pollateralsludl be fully _xammferable,:__.'."__ :
persons wit_t fm'thet.or4_tlwr. _ .,,_._._....Such s requirement would seem to be. _,,_._:.re6mlaflonsshould be chsnged to reflect i _....

•recordatlon:,law, yet, .it_..m)t_ .i:._....._ ._:.anenforceeble_tder auy Mate4sw:The ..-__:this law. Without_amandment to_the'. _"
prescribe the ri_hts.obl/g_tioas., aud. i.: : final rule does_motel•agatha baldy's -_/--;_ct specifically m_thoHzL'_it to do so_.....
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the agen,_y cannot continue an arr,haic " instruments, regardless ofthe historical, 'i -individual eviati#n ]enders:.ue,of this
practice that has been:ape_iflcally _ ._." "_- name: names are notcritical los' _ -i"*.-••" type ofcontra_t format isv.ei'y:ak.etcby.

cha_ed in intent,and infact by th_ "::" recording.purposes. S/milady, Where_/er' it appears thai pej'hapsabout half,a.. ....
U.C.C. .... - _: --_--_ :_- _. " referancei0.made,t.o_:FAArecorded.._. :: dozen_viati6nlenders_aves'jq_ni.fi_n(

The expressed purpose of th_ ._.... . .:- document humber, that ,ischanged to' .i.... volume of _hditional _|eS contrafJtSo"_._
Administration's regulatory prOgramis" "' "FAA recorded conveyancenumber" iA "- The FAA exDe_ts that a_I0bU0no_Ibe

to place less. not more, responsibility m/" accordance with _n_ Re_is.lXy .,'!-_'/' proposal W0el(i fac'.dita.t_"&e:saleof.. =
the G0vernment fo_'levying _, _......_.. prac,t!ce."_.,,._.:_."_. "_ _'"_:' _ '. ::_.':'_!."i usedair,raft by i_iUiring,lebs '.... • .
requiremezitS on the public'and .... _.,_. .. _dmough the NPRM_.tated that:the' " docum'entati0nfor at/aircrafttra_fer, i

enforci_ those _quirementz. By proposed amendmentwould not affect subject to a previously recorded .....
requiring less documentation for an . § 47.47{a), which deals With the - : . conditional sales contract. As noted .
aircraft transfer, which is subject t0 a" • " _requirements of.the Convention on - . above, aovroximatelv ZS_ercent 0f all
conditional sales contract, the .... .International Recognition of Rights in -- i securiiy _n"tractsarecond" itional ules
amendment will place alltra_sfe/_'t =' : Aircraft{4.U.S:T. l&_o},editoi.iai .: :. :" : .. which requirethe additional• •
and all huldem, of security interests on Cbeizges are made to remove.dzose '.i . :" documentation Another expected • "
an equal footing; that is, nothing more. "_requirements|n that:S_Ctionthat . _ "-" ' benefit of this'amendment is'_sreduced
will be required of persons selling an : " distinguish conditional sales conti-act Workloadfor the Reeistrvbecause it
aircraft subject to a conditional sales. "" •from other security inbtruments.Under 'would _lim,,_t_ ,he_ee_ for'_-turnino
contract than of persons, selling an ..: _.-| 47.47(a) therequirembnt remains -_- "and resubmi"--it"in_-t_ansferd'_0"c'mnents"_
aircraft subject to a chattel mortgage or exactly the same: All recorded security when the ne_s'ary consents are ......
deed of trust. Similarly. a person holding instruments must be released or have lacking_This Saving intfme is not
a security interestcalled aconditional the consent to cancel registration from " expected to be Very significant, _ ;. i "
sales contract will be in no different a the holder of the instrument. This is. however, in view of the fact.that 0n!y S '
position than the holder of any other meant to be an editorial change only, percen{ of all conditional sales transfer
agreement.- and no suhstantivechange is Intended. documents_(or less.than 250 per yea'r)

Without specific statutory authority to Benefit-CostAnalysis : "........ mustbe i'eturned by the I_AAbemusecontinuethe currant'practice,the FAA . " ." -" - " - _ ""- the requiredreleases havenot been
has concluded that.Parts 47 and 49 - - - The FAA is amending Parts 47 and 49 obteined_ ........ . . .

_should be amended by deleting the of the FAR's to eliminate thecurrent -_ _ .... Another benefit Of this rule isrequirement for:a release.or consent of requirement for a release or consent _,-: • ....
the holder Ofa conditional sales security, from the holdei- ofa cohditi0nal sales •_consistent treatment of loan collateral
interest prior to registration of an security interest to registration of an .... -involved in conditional sales of aircraft
aircraft to a buyerwho purchases from a aircraft to a conditional sales buyer. :'between Federal regulation and the
conditional sales vendee, or to record a These amendments would treat --- -- state U.C.C.'s. The U,C.C.makes no

distinction betwee_ contracts oftransfer from the same individual, conditional sales contract the same as
Paragraph (a)(2)of § 47.47, other security agreements in which the conditional sale and other forms of

Concel/otion of Certiflcote for Export FAA does not require the consent of the security agreements. The validity of the
Purposes, is being revised to eliminate secured party to record the.transfer and loan instruments is guve.rned by state
an unnecessary distinction between registration of the ai_raft to the bayer, law and becaizse stare'law prescribes
contracts of conditional sale and other A conditional sales contract is one in that collateral shall be fully
security agreements. These which the buyer and seller agree to . transferable, the Federal regulation
amendments, however, do not change -- .fulfill certain conditions; e4_.,observe should be consistent. -_. _ .
the requirement for a release or consent warranties, provide proper maintenence, A half dozen conditional sales lenders
from the holders of all recorded rights meet a payment schedule. The buyer . Werecontacted by the FAA. They prefer
when the aircraft registration is to be takes possession of the aircraft and conditional sales contracts because of
cancelled for export purposes. This registers it with the FAA even_thongh the additional protection of the
requirement implements the Convention - the seller retains legal title until all the collateral in the form of"registration _
on the International Recoguition of conditions of the contract are satisfied, around liens", Underwhich the FAA will
Rights in Aircraft (4 U.S.T. 1830) Registry experience is that about 15 not change registration of an aircraft
{Convention), and is set out in | 47.47 of percent of aircraft security documents without the consent of the lienholder.
the FARs. In 1985.over 2.000 U.S. are conditional sales contracts. Under a standard loan arrangement, the
registered aircraft were exported, and _Benerallyinvolving 4,725 aircraft on an FAA does not require such a consent
consents or releases were provided in annual basis. Althongh this proportion is priorto registering the aircraft in the
•all cases where the aircraft were subject small it appears that some of the major name of the purchaser. Some lenders are
to recorded rights. This requirement is • lenders in the industry rely heavily on critical of the proposed rule, claiming-it
placed on all exported aircraft this type of financial arrangement. Both -would increase their risk exposure. The
regardless of whether the aircraft is Cessna Finance and Chase Manhattan lenders assert that they would otherwise
being exported to a country which is Aircraft Finance, which acquired Piper have no indication that the borrower
also a aiguatory to the Convention. Acceptance Corporation in 1985, have was attempting to sell or had sold the

• indica'ted that the bulk of their aviation " collateral and would therefore be forced
Editorial Changes From theNPRM " lending consists of conditional sales to search the Registry records to

Editorial chan_es have been made to contracts. Both of those companies also determine if a sale had in fact occurred.
the Part49 amendmen'1from the indicated that 20 percent of these Also lenders might lose their collateral
language of the NPRMin the followin_ contracts were to the dealer for insurance because policies terminate
manner:,all references to"mortgage", or: . inventory Fmancin8 and 80 percent went ' with the se]e of aircraft. Lenders aseert
"'chattel mortgage", have been changed ' _to the end User. In.itze case of an end _ • they WoUldbe f0rced tO_:hang_fhe "
to the more generic term, "seCurity..... :_ _ user coizdlt!bKalsale's cot,tract; the ....... _"' terms on airer_z_'10ans_byincreasing "
agreement'. This is the term generally _i_ deale_ will _assiFji"_the contract to the'_ " rates/,nd down'p_/yment req.uite_z_ents
accepted by the U.C.C. to refer t0a/zch _-'.-_lender: Althodgh info_l.zilafibh-0n!......... _-__'__-which Wouldultimately"red'uc_the" " _
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overail volume of thelr a_/istl0n loaii . i_ of loans will be adverse.ly/Jtffectedby,,:..:.-,- obtained from the p_rmn.Identified" ._:/_-
portfoli0s. They indicated tha1,_e :.' __.. the implementai|0_n''Ofthj'sp_._..i.. _. under the caption
degree of this changn would deper/d_':, i:
largely'0n their loss experie'nct_*t0hic_i"_/ Regulatory Flexlblll_ Amly_is: _:_::-::_"* ')on lqm_En mF_A'nOm cowr_r_'.
cannotbe p_dictedat'_|s time:;._ ........: " The FAA has.deterS. "ne_ t_.'t th.e,: ..,_- . ...., ....

The FAA does no!.eX'_ctthe""_i_ '! .... rulemaklng action _ not have.a .... . ,..,. 14 CkTiport #7 - ..._: ....: ,:..-.,".-;_,;:,__
adopti0ofthe : signifinteconomicimpactona .... '.,
significant effect onth_ i-_,_kexp_o_'_'_{i! substantial number 9.f:emal!entities;;-.:_., agreements;TransportatiOn. " ........ :_"

•aviation lenders using_thecoh_/iii0i_|'" .... As noted above, the risks of _ ........ .,,
sales format, however_ Inthefirst plac_; _ conditional sales agreements Involving_. 14 CFR Port,lg
the protection of collateral afforded by aircraft dealers would probably not be Aircraft, Recordation, Security
the FAA requirement for the consent of affected. The cost of new aircraft to agreements, Transportation.
the lien-holder is not available in the commercial operators of all sizes, which
case of conditionalsalescontractto to someextentreflectsthe financing., .. Den_ OfPetitionsandAdoptionof
dealers for inventoryfinancingbecause costsof dealers,would thereforenot be Amendment
the lien wouldnot be enforceableunder affected.Any possibleeffectson the For thereasonssetout in the
the state U.C.C.'s after the dea]er'sells to" cost of used aircraft are likely to be _ preamble, the petitions of Cessna
an end user. Under the U.CIC.,a person minimal in view of the prevalence of the Finance Corporation and Aircraft
who buys an aircraft from a dealer takes, standard "chattel" loan format inthe .- Finance Association are denied, and14
title to the aircraft freeand clear ofany . aircraft purchase financing Industry • :- CFR. Parts 47and 49 are amended as set "
security Interest in the aircraft. [U,C.C. _ which would not be affected by this forth below. ....
9--_07(1}.) ' • . ' : _ : action. " * _ : '

On the otherhand.a person who _ ......... PART 47_AIRCRAFT REGISTRATION
purchases an aircraft froma person who : International Trade Impacts
is not in the business of selling aircraft, The Registry is aware of only one 1. The authority citations following
i.e., the original purchaser would be foreign aircraft manufacturer which sections in Part 47 are removed and the
legally obligated to release thecollateral specifically selected the conditional sale authority citation for Part47is revised
to the lender in the event the conditional format for sales to its U,S. dtstribu(ors tn to read as follows:
buyer of the aircraft, i.e., the debtor. " order to take advantage of the Authority.49U_.C.10e{8).1554.1401.1403,
defaulted on his payments. Effects of requirement for a release or consent 140s,140e.and1_ t U.S,T.1830.

this proposal therefore •appearlimited to before further transfer would be § 47,1t {_emktdl
"end user" loans. " : recognized. However. since a purchaser

Conditional sales lenders have from a dealer takes possession free end 2. Section 47.11(a) is amended by
expressed concern that implemematio, clear of any dealer financing, regardless removing the phrase ". that bears the" written assent of the seller, ballot.
of the proposal would force them to of FAA's requirements, no impact can
institute replevin proceedings (which be shown other than in those situations lessor,.or as,_ignee thereof, under the
would take up to 2 years} to recover the where the distributor transfers the original contract." .....
coUaleral in the event of a default, aircraft to another dealer. This 3, Saclion 47.47(a)(2} is revised to re_d
thereby delaying the process and manufacturer did not comment on the as follows: .

increasing their cost and risk exposurei proposed rule change. Accordingly. the | 47A7 CuN_ion of _ for
The FAA maintains that the lenders FAA has determined that the economic export Imqmm. ..... '-
would not generally be required to impact of the amendment.on ....... {a) .... • : .
follow this protracted course because International trade would be minimal (2) Evidence satisfactory to the
state laws entitle them to repossess ._ and imposes no signiflcunt barrier. ...... Adn_inistrator that each holder of s
property 0n which they hold a lien
without breachin8 the peace. Replevin Conclusion ..... recorded righthas been satisfied Orhasconsented to the transfer.......
proceedings are not likely to increase This amendment will provide . . ., , ..,
since the law presumes that the buyer consistent treatment of aircraft subject . : ,._
has knowledge of any debt or security to security agreements and result in a PART 49--RECORDATION OF ""
agreement recorded by the Registry that minimal cost benefit by requiring less AIRCRAFT TITLE AND SECURITY"
may encumber any purchased aircraft. • .documentation for the registration of DOCUMENTS ....

In summary, the adoption of the certain used aircraft, It is not expected ....
proposal is not expected to have a .-to have a significant impact on the risk 4. ,Theauthority citation for Part 49 is
significant impact on the risk exposure .. exposure of lenders. For these masons. -,revised to read as follows: . _
of the lenders. Even if the aircraft is sold the FAA has determined that this &uthodty:49U_.C.106(g}.135&1401,1403,

. out of trust, the lender re_ains a lien of amendment is not major under: z40s, _40e,and zso_ 4 U3.T. 1e30,
record on the aircraft in the case of Executive Order 1229'1or significant : 5. Section 49.17ia amended by "
nondealer sales and remains in/he same under the Department of Transportatiou . removing paragraph(e} and revisin8
priority with respect to other persons Regulatory Policies and Procedures (44 paragraph (d} to read as follows:
asserting rights in the aircraft. While the FR 11034;February 26,1979). For the
possibility exists that FAA may register same reasons, it is certified that,under | 49.i7 con_ _ i . . ..
aircraft to buyers from conditional the criteria of the Regulatory Flexibility . " .....
vendees, thereby creating legal .... " Act this amendment will not have a _ (d) The following rules apply to _"
problems for some lenders, lenders can _ significant economic impact, positive.or. ,_.con.veyances executed ,forsecurity .,' ,._,'
adequa(ely protect rights"{othe ..... :' - :i negative, on a substantial number,of ._..---i purp0s_esand nuignmentsthereof: _ _,_..,
collateral by Specifying th_ obligaiions _ entities. A copy of the final regulat0ry /-_: (1) A secorityiagreement must be ....... .,
of the p_trtiesin the loan _igreeme_'s, i ,_:, :. evaluation prepared for this project may i signedby theldebtor, ff the'debtor is not:
The FAA is not persuaded :thai thete_'s be examined in the publicdocket or the registered owner of the aircraft, the
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securityasreemesdma_tbe .... IssuedinWad/In81mLOC,maimam,7t2.
accompaniedby the debtor's . 1988....
Applicatim_LorAmn'zfl _egiszrationand T. Allms!dcArtoc " " - ..
evidence of ownership,as.prescribedin Administrator. ..... •,
Part 47of thischapter,unless:the .... IFRDoc.-ea--qSTSPiled5-sz_m__rol
debtor--- -" IIl_ COOl II'ilO-11-Q

(i) Holds a Dealer's Aircraft
Registration Certificate and .sUbmits
evidence of ownership asprovided in
| 47.67 of this chapter [if applicable];

[ii) Was the owner of the aircraft on
the date t_e security agreement was
signed, as shown by decumer_ts
recorded at the F_J_ Ai_raft _Registry:
or

Off) Is the vendor, bat]or, or lessor
under a contract of conditional sale.

(2) The name ol'a cosigner ma_ .not
appear in the security agreement as a
deblor or owner. If a person _ther than
the registered owner signs the security
-agreement, that person must show the
capacity tn whi_ iha/,persem.tigns,
suchas "cosigner" or "guarantor",

(3}An ass_u_-nt d an interest in a
secerit7 agreement lVmSt4_esigned by
the ess:i_or-and, _mless _t+s attached to
and is a part of the original e_eemen_, .
mu_t describe the alp'eementin
sufficient detail to ,_dentz_ iI./nciuding
its date, the names of theparties, the
date of FAA recording, and the recorded
conveyanre mnsr_er, i

(4) An amendment of, or a supplement
to, a conveyance exe_ for.securi_
purposes that has been reoerdedby the
FAA must meet the requirements fer
recording _heoriginal conveyance m_d
must describe the original conveyance
in sufficient detail to identify it, .
including its date, the names _f_e
parties, the date of FAA recording, and
the recorded conveyance number.

[5) Immediate'ly after.a debt secured
by a conveyance.given for security
purposes _as been Jafisl3ed. or any of
the encumbered aircraYthave been
released from the conveyance, the
holder shall execute a _elease on AC
Form 8050-all _ _ll.-.Release.4pray/tied
to him by the FAA when _ther_anveyance
was recorded by the FAA, or its
equivalent, az_dshaH.end it to the FAA
Aircraft Registry h_r_ecarding. M the
deb_ is secured by more than one
aircraft and all of the,collateralis
released, the collateral need not be
described _n dela_lJn the release.
However, the orig_mdconveyance must

•be clearly described in enough detail 1o
identify it, including its da/e. _ samoa
of the parties, the date of FAA
recording, and__e recorded cm_eyance
number. .... "":'' : "

• :.:.. , .... .

(6) A oontmct o_coudit/oui sate, as
defined h_*ecti_ IO1{_J of the.Federal
Av_tionActof{'958(49 U.S.C |IM_(I_)J,

.... must besi_ed b_, s_lparties't_ _e
. contract.
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DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration

14 CFR Parts 47 and 49

[ Docket No. 20349;AmdL Nos. 41.23 lind
4g-9]

Recordation of Conveyances Affecting
Title to, or an Interest in, Aircraft

Co[rection

In rule document 88-1376 beginning on
page 1911 in the issue of Monday,
January 25, 1988, make the following
corrections:

I. On page 1912, in the second column,
in the second complete paragraph, in the
sixth line, "delegate" should read
"delete". ,

2. On page 1913, in the second column,
in the second complete paragraph, in the
ninth line, delete "been".

3. On page 1914, in the second column,
in the first complete paragraph, in the
ninthline,"contract" shouldread
"contracts".

4.Inthesame column,inthesecond

completeparagraph,inthefifthline,
insert"prior"after"interest";and inthe

eighthline,"contract"shouldread
"contracts".

5.On page 1915,inthe firstcolumn,in
thefirstcompleteparagraph,intheninth
line,"contract"shouldread"contracts".
6.Inthesame column,fourlinesfrom

thebottom,insert"their"after"protect".
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