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Consumer Handbook. A substitute is suitable 
if it is, at a minimum, comparable to the 
Consumer Handbook in substance and 
comprehensiveness. Creditors are permitted 
to provide more detailed information than is 
contained in the Consumer Handbook. [In 
determining whether a construction loan that 
may be permanently financed by the same 
creditor is covered under this section, the 
creditor may treat the construction and the 
permanent phases as separate transactions 
with distinct terms to maturity or as a single 
combined transaction. For purposes of the 
disclosures required under § 226.18, the 
creditor may nevertheless treat the two 
phases either as separate transactions or as a 
single combined transaction in accordance 
with § 226.17(c)(6). Finally, in any 
assumption of a variable-rate transaction 
secured by the consumer’s principal dwelling 
with a term greater than one year, disclosures 
need not be provided under §§ 226.18(f)(2)(ii) 
or 226.19(b).]

* * * * *

Section 226.23—Right of Rescission 

23(a) Consumer’s Right To Rescind

* * * * *
Paragraph 23(a)(2). 
1. Consumer’s exercise of right. The 

consumer must exercise the right of 
rescission in writing but not necessarily on 
the notice supplied under § 226.23(b). 
Whatever the means of sending the 
notification of rescission—mail, telegram or 
other written means—the time period for the 
creditor’s performance under § 226.23(d)(2) 
does not begin to run until the notification 
has been received. The creditor may 
designate an agent to receive the notification 
so long as the agent’s name and address 
appear on the notice provided to the 
consumer under § 226.23(b). Where the 
creditor fails to provide the consumer with 
a designated address for sending the 
notification of rescission and the consumer 
sends the notification to someone other than 
the creditor or assignee, such as a third-party 
loan servicer acting as the creditor’s agent, 
state law determines whether delivery to that 
person constitutes delivery to the creditor or 
assignee.

* * * * *
23(d) Effects of Rescission.

* * * * *
Paragraph 23(d)(4). 
1. Modifications. The procedures outlined 

in § 226.23(d)(2) and (3) may be modified by 
a court. For example, when a consumer is in 
bankruptcy proceedings and prohibited from 
returning anything to the creditor, or when 
the equities dictate, a modification might be 
made. The consumer’s substantive right to 
rescind under § 226.23(a)(1) and 
§ 226.23(d)(1) is not affected by the 
procedures referred to in § 226.23(d)(2) and 
(3), or the modification of those procedures 
by a court.

* * * * *

Section 226.24—Advertising 

1. Clear and conspicuous standard. See 
§ 226.2(a)(27) and accompanying comments. 
On a merchandise tag that is an 

advertisement under the regulation, a 
creditor is not prohibited under the ‘‘clear 
and conspicuous’’ standard from including 
the necessary credit terms on both sides of 
the tag, so long as each side is accessible. 
[This section is subject to the general ‘‘clear 
and conspicuous’’ standard for this subpart 
but prescribes no specific rules for the format 
of the necessary disclosures. The credit terms 
need not be printed in a certain type size nor 
need they appear in any particular place in 
the advertisement. For example, a 
merchandise tag that is an advertisement 
under the regulation complies with this 
section if the necessary credit terms are on 
both sides of the tag, so long as each side is 
accessible.]

* * * * *

Subpart D—Miscellaneous

* * * * *

Section 226.27—[Spanish] Language of 
Disclosures 

1. Subsequent disclosures. If a creditor [in 
Puerto Rico] provides initial disclosures in 
[Spanish] a language other than English, 
subsequent disclosures need not be in 
[Spanish] that other language. For example, 
if the creditor gave Spanish-language initial 
disclosures, periodic statements and change-
in-terms notices may be made in English. 

2. [Removed and reserved.]

* * * * *

Subpart E—Special Rules for Certain 
Home Mortgage Transactions

* * * * *

Section 226.32—Requirements for Certain 
Closed-End Home Mortgages
* * * * *

Paragraph 32(a)(1)(ii). 
1. Total loan amount. For purposes of the 

‘‘points and fees’’ test, the total loan amount 
is calculated by taking the amount financed, 
as determined according to section 226.18(b), 
and deducting any cost listed in section 
226.32(b)(1)(iii) and section 226.32(b)(1)(iv) 
that is both included as points and fees under 
section 226.32(b)(1) and financed by the 
creditor. Some examples follow, each using 
a $10,000 amount borrowed, a $300 appraisal 
fee, and $400 in points. A $500 premium for 
optional credit life insurance is used in one 
example.

* * * * *
ii. If the consumer pays the $300 fee for the 

creditor-conducted appraisal in cash at 
closing, the $300 is included in the points 
and fees calculation because it is paid to the 
creditor. However, because the $300 is not 
financed by the creditor, the fee is not part 
of the amount financed under section 
226.18(b) [($10,000, in this case)]. In this 
case, the amount financed is the same as the 
total loan amount [is] $9,600 ($10,000, less 
$400 in prepaid finance charges).

* * * * *

Appendix K—Total-Annual-Loan-Cost 
Rate Computations for Reverse-
Mortgage Transactions

* * * * *

(d) Reverse-Mortgage Model Form and 
Sample Form

* * * * *
(d)(2) Sample Form 

1. General. [The ‘‘clear and conspicuous’’ 
standard for reverse-mortgage disclosures 
does not require disclosures to be printed in 
any particular type size.] The ‘‘clear and 
conspicuous’’ standard applies to disclosures 
required by § 226.33. Disclosures may be 
made on more than one page, and use both 
the front and the reverse sides, as long as the 
pages constitute an integrated document and 
the table disclosing the total annual loan-cost 
rates is on a single page.

* * * * *
By order of the Board of Governors of the 

Federal Reserve System, November 25, 2003. 
Jennifer J. Johnson, 
Secretary of the Board.

[FR Doc. 03–29945 Filed 12–9–03; 8:45 am] 
BILLING CODE 6210–01–P

FEDERAL RESERVE SYSTEM

12 CFR Part 230

[Regulation DD; Docket No. R–1171] 

Truth in Savings

AGENCY: Board of Governors of the 
Federal Reserve System.
ACTION: Proposed rule.

SUMMARY: The Board is proposing to 
amend Regulation DD, which 
implements the Truth in Savings Act, 
and the staff commentary to the 
regulation. Regulation DD would be 
revised to define more specifically the 
standard for providing ‘‘clear and 
conspicuous’’ disclosures, and to 
provide a more uniform standard among 
the Board’s regulations. The staff 
commentary would be revised to 
include examples of how to meet this 
standard. Similar proposed revisions to 
Regulations B, E, M, and Z appear 
elsewhere in today’s Federal Register. 
These revisions are intended to help 
ensure that consumers receive 
noticeable and understandable 
information that is required by law in 
connection with obtaining consumer 
financial products and services. In 
addition, consistency among the 
regulations should facilitate compliance 
by institutions.
DATES: Comments must be received on 
or before January 30, 2004.
ADDRESSES: Comments should refer to 
Docket No. R–1171 and should be 
mailed to Jennifer J. Johnson, Secretary, 
Board of Governors of the Federal 
Reserve System, 20th Street and 
Constitution Avenue, NW., Washington, 
DC 20551. However, because paper mail 
in the Washington area and at the Board 
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of Governors is subject to delay, please 
consider submitting your comments by 
e-mail to 
regs.comments@federalreserve.gov, or 
faxing them to the Office of the 
Secretary at (202) 452–3819 or 452–
3102. Members of the public may 
inspect comments in Room MP–500 of 
the Martin Building between 9 a.m. and 
5 p.m. on weekdays pursuant to 
§ 261.12, except as provided in § 261.14, 
of the Board’s Rules Regarding 
Availability of Information, 12 CFR 
261.12 and 261.14.
FOR FURTHER INFORMATION CONTACT: 
Krista P. DeLargy and Elizabeth A. 
Eurgubian, Attorneys, Division of 
Consumer and Community Affairs, 
Board of Governors of the Federal 
Reserve System, at (202) 452–3667 or 
452–2412; for users of 
Telecommunications Device for the Deaf 
(‘‘TDD’’) only, contact (202) 263–4869.
SUPPLEMENTARY INFORMATION: 

I. Background 

The purpose of the Truth in Savings 
Act (TISA), 12 U.S.C. 4301 et seq., is to 
assist consumers in comparing deposit 
accounts offered by depository 
institutions, principally through the 
disclosure of fees, the annual percentage 
yield (APY), the interest rate, and other 
account terms. The act and regulation 
require depository institutions to 
provide a consumer with disclosures 
upon request and before an account is 
opened. Institutions are not required to 
provide periodic statements; but if they 
do, the act and regulation require that 
fees, yields, and other information be 
provided on the statements. Notice must 
be given to accountholders before an 
adverse change in account terms occurs 
and prior to the renewal of certificates 
of deposit (time accounts). The TISA is 
implemented by the Board’s Regulation 
DD (12 CFR part 230). An official staff 
commentary interprets the requirements 
of Regulation DD (12 CFR part 230 
(Supp. I)). 

II. Proposed Revisions 

Section 230.2—Definitions 

2(w) Clear and Conspicuous 

Section 264(e) of TISA requires 
disclosures to be made in clear and 
plain language and presented in a 
format designed to allow consumers to 
readily understand the terms of the 
accounts offered. See 12 U.S.C. 4303(e). 
This standard is implemented in 
Regulation DD. See §§ 230.3(a) and 
230.8(c). Guidance on how depository 
institutions may comply with the clear 
and conspicuous standard is contained 
in the staff commentary. See comment 

3(a)–1. The commentary states that 
under this standard, disclosures must be 
in a readily understandable form. 

Consumer financial services and fair 
lending laws and the Board regulations 
that implement them contain similar but 
not identical standards for providing 
disclosures that consumers will notice 
and understand. Generally, disclosures 
must be ‘‘clear and conspicuous’’ under 
Regulations B (Equal Credit 
Opportunity), M (Consumer Leasing), 
Regulation P (Privacy of Consumer 
Financial Information), Z (Truth in 
Lending) and DD (Truth in Savings), 
and ‘‘clear and readily understandable’’ 
under Regulation E (Electronic Fund 
Transfers). In interpreting the ‘‘clear and 
conspicuous’’ standard, the staff 
commentaries to Regulations B, M and 
Z provide that disclosures must be ‘‘in 
a reasonably understandable’’ form; 
similarly, under Regulation DD 
disclosures must be in a format that 
allows consumers ‘‘to readily 
understand the terms of their account.’’ 
For purposes of the disclosures 
provided with credit card solicitations 
and applications, the commentary to 
Regulation Z provides more specifically 
that those disclosures must also be 
‘‘readily noticeable to the consumer.’’ In 
contrast, the Board’s Regulation P 
(Privacy of Consumer Financial 
Information) defines the ‘‘clear and 
conspicuous’’ standard to mean that a 
disclosure is ‘‘reasonably 
understandable and designed to call 
attention to the nature and significance 
of the information’’ in the disclosure. 12 
CFR 216.3(b)(1). Regulation P also 
provides examples of how to satisfy the 
standard. 12 CFR 216.3(b)(2). 

The Board believes that the recently 
implemented standard in Regulation P 
(65 FR 35162, June 1, 2000), articulates 
with greater precision than the other 
regulations the concepts underlying the 
duty to provide disclosures that 
consumers will notice and understand. 
Therefore, to provide consistent 
guidance on the clear and conspicuous 
standard among its regulations, the 
Board is proposing to amend Regulation 
DD by adding a definition of clear and 
conspicuous in § 230.2(w), consistent 
with the ‘‘clear and conspicuous’’ 
definition in Regulation P. The staff 
commentary to Regulation DD also 
would be revised to add comments 
2(w)–1 and –2, consistent with 
Regulation P’s examples of how to meet 
the clear and conspicuous standard. 
Similar proposed revisions to 
Regulations B, E, M and Z appear 
elsewhere in today’s Federal Register. 
These revisions are intended to help 
ensure that consumers receive 
noticeable and understandable 

information that is required by law in 
connection with obtaining consumer 
financial products and services. In 
addition, consistency among the 
regulations should facilitate compliance 
by institutions. 

Additional information may 
accompany disclosures required under 
Regulation DD. See § 230.3(a), comment 
6(a)–4. Proposed comment 2(w)–3 
further clarifies that the ‘‘clear and 
conspicuous’’ standard generally does 
not prohibit adding other terms to the 
federally required disclosures (such as 
contractual provisions or state-required 
disclosures); nor does it prohibit 
sending promotional material with the 
disclosures. Proposed comment 2(w)–3 
would clarify, however, that the 
presence of other information may be a 
factor in determining whether the ‘‘clear 
and conspicuous’’ standard is met. 
Generally, segregating federally 
mandated disclosures from other 
information is more likely to satisfy the 
clear and conspicuous standard. 

The Board also proposes to adopt for 
Regulations B, E, M, Z and DD, guidance 
concerning type-sizes that are deemed 
to meet the ‘‘clear and conspicuous’’ 
standard and those that would likely be 
too small (this guidance currently 
applies only to credit card solicitations 
and applications under Regulation Z). 
See proposed comment 2(w)–2(ii). 

The proposal does not add special 
format requirements to the regulation 
where none currently exist. 
Accordingly, even though the revisions 
clarify that type size can be one factor 
to consider in determining whether a 
disclosure is conspicuous, the proposal 
would not add a specific type-size 
requirement. 

The Board also proposes to delete as 
unnecessary the guidance in comment 
3(a)–1 and replace it with a cross-
reference to § 230.2(w) and 
accompanying comments. Guidance 
regarding the ‘‘clear and conspicuous’’ 
standard for disclosures transmitted by 
electronic communication will be 
considered in the context of 
rulemakings dealing specifically with 
electronic delivery of disclosures. 

III. Form of Comment Letters 

Comment letters should refer to 
Docket No. R–1171 and, when possible, 
should use a standard typeface with a 
font size of 10 or 12; this will enable the 
Board to convert text submitted in paper 
form to machine-readable form through 
electronic scanning, and will facilitate 
automated retrieval of comments for 
review. Comments may be mailed 
electronically to 
regs.comments@federalreserve.gov.
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IV. Solicitation of Comments Regarding 
the Use of ‘‘Plain Language’’

Section 722 of the Gramm-Leach-
Bliley Act of 1999 requires the Board to 
use ‘‘plain language’’ in all proposed 
and final rules published after January 
1, 2000. The Board invites comments on 
whether the proposed rules are clearly 
stated and effectively organized, and 
how the Board might make the proposed 
text easier to understand. 

V. Initial Regulatory Flexibility 
Analysis 

In accordance with section 3(a) of the 
Regulatory Flexibility Act, the Board 
has reviewed the proposed amendments 
to Regulation DD. The proposed 
amendments are not expected to have 
any significant impact on small entities. 
A final regulatory flexibility analysis 
will be prepared and will consider 
comments received during the public 
comment period.

VI. Paperwork Reduction Act 

In accordance with the Paperwork 
Reduction Act of 1995 (44 U.S.C. 3506; 
5 CFR 1320 Appendix A.1), the Board 
reviewed the rule under the authority 
delegated to the Board by the Office of 
Management and Budget. The Federal 
Reserve may not conduct or sponsor, 
and an organization is not required to 
respond to, this information collection 
unless it displays a currently valid OMB 
control number. The OMB control 
number is 7100–0271. 

The collection of information that is 
revised by this rulemaking is found in 
12 CFR part 230. This collection is 
mandatory (15 U.S.C. 4301 et seq.) to 
evidence compliance with the 
requirements of Regulation DD and the 
Truth in Savings Act (TISA). The 
respondents and recordkeepers are for-
profit depository institutions, including 
small businesses. Institutions are 
required to retain records for twenty-
four months. This regulation applies to 
all types of depository institutions, not 
just state member banks; however, 
under Paperwork Reduction Act 
regulations, the Federal Reserve 
accounts for the burden of the 
paperwork associated with the 
regulation only for state member banks. 
Other agencies account for the 
paperwork burden on their respective 
constituencies under this regulation. 

The proposed revisions would 
provide depository institutions with a 
more uniform definition for ‘‘clear and 
conspicuous’’ disclosures and provide 
examples of how to satisfy the clear and 
conspicuous standard. While the 
proposal would amend Regulation DD 
and the staff commentary, it is expected 

that these revisions would not increase 
the paperwork burden of depository 
institutions. With respect to state 
member banks, it is estimated that there 
are 976 respondents and recordkeepers. 
Current annual burden is estimated to 
be 146,644 hours. 

Because the records would be 
maintained at state member banks and 
the notices are not provided to the 
Federal Reserve, no issue of 
confidentiality arises under the 
Freedom of Information Act. 

Comments on the collection of 
information should be sent to the Office 
of Management and Budget, Paperwork 
Reduction Project (7100–0271), 
Washington, DC 20503, with copies of 
such comments sent to Cynthia Ayouch, 
Federal Reserve Board Clearance 
Officer, Division of Research and 
Statistics, Mail Stop 41, Board of 
Governors of the Federal Reserve 
System, Washington, DC 20551. 

Text of Proposed Revisions 

Certain conventions have been used 
to highlight the proposed revisions. 
New language is shown inside bold-
faced arrows while language that would 
be deleted is set off with bold-faced 
brackets.

List of Subjects in 12 CFR Part 230

Advertising, Banks, banking, 
Consumer Protection, Federal Reserve 
System, Reporting and record keeping 
requirements, Truth in Savings.

For the reasons set forth in the 
preamble, the Board proposes to amend 
Regulation DD, 12 CFR part 230, as set 
forth below:

PART 230—TRUTH IN SAVINGS 
(REGULATION DD) 

1. The authority citation for part 230 
continues to read as follows:

Authority: 12 U.S.C. 4301 et seq.

2. Section 230.2 is amended by 
adding a new paragraph (w) to read as 
follows: 

§ 230.2 Definitions. 

For the purposes of this regulation the 
following definitions apply:
* * * * *

(w) Clear and conspicuous means that 
a disclosure is reasonably 
understandable and designed to call 
attention to the nature and significance 
of the information in the disclosure. 

3. In Supplement I to Part 230: 
a. Under Section 230.2 Definitions, a 

new paragraph title (w) Clear and 
conspicuous is added, and new 
paragraphs (w) 1. through (w) 3. are 
added. 

b. Under Section 230.3 General 
disclosure requirements, under (a) 
Form, paragraph 1. is revised. 

Supplement I to Part 230—Official Staff 
Interpretations

* * * * *
Section 230.2 Definitions

* * * * *
(w) Clear and conspicuous
1. Reasonably understandable. Examples 

of disclosures that are reasonably 
understandable include disclosures that: 

i. Present the information in the disclosure 
in clear, concise sentences, paragraphs, and 
sections; 

ii. Use short explanatory sentences or 
bullet lists whenever possible; 

iii. Use definite, concrete, everyday words 
and active voice whenever possible; 

iv. Avoid multiple negatives; 
v. Avoid legal and highly technical 

business terminology whenever possible; and 
vi. Avoid explanations that are imprecise 

and readily subject to different 
interpretations. 

2. Designed to call attention. Examples of 
disclosures that are designed to call attention 
to the nature and significance of the 
information include disclosures that: 

i. Use a plain-language heading to call 
attention to the disclosure; 

ii. Use a typeface and type size that are 
easy to read. Disclosures in 12-point type 
generally meet this standard. Disclosures 
printed in less than 12-point type do not 
automatically violate the standard; however, 
disclosures in less than 8-point type would 
likely be too small to satisfy the standard; 

iii. Provide wide margins and ample line 
spacing; 

iv. Use boldface or italics for key words; 
and 

v. In a document that combines disclosures 
with other information, use distinctive type 
size, style, and graphic devices, such as 
shading or sidebars, to call attention to the 
disclosures. 

3. Other information. Except as otherwise 
provided, the clear and conspicuous standard 
does not prohibit adding to the required 
disclosures such items as contractual 
provisions, explanations of contract terms, 
state disclosures, and translations; or sending 
promotional material with the required 
disclosures. However, the presence of this 
other information may be a factor in 
determining whether the clear and 
conspicuous standard is met. 

Section 230.3 General disclosure 
requirements 

(a) Form
1. Clear and conspicuous. See § 230.2(w) 

and accompanying comments. [Design 
Requirements. Disclosures must be presented 
in a format that allows consumers to readily 
understand the terms of their account. 
Institutions are not required to use a 
particular type size or typeface, nor are 
institutions required to state any term more 
conspicuously than any other term. 
Disclosures may be made: 

i. In any order 
ii. In combination with other disclosures or 

account terms 
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iii. In combination with disclosures for 
other types of accounts, as long as it is clear 
to consumers which disclosures apply to 
their account 

iv. On more than one page and on the front 
and reverse sides 

v. By using inserts to a document or filling 
in blanks 

vi. On more than one document, as long as 
the documents are provided at the same 
time.]

* * * * *
By order of the Board of Governors of the 

Federal Reserve System
Dated: November 25, 2003. 

Jennifer J. Johnson, 
Secretary of the Board.
[FR Doc. 03–29946 Filed 12–9–03; 8:45 am] 
BILLING CODE 6210–01–P

DEPARTMENT OF TRANSPORTATION

Federal Aviation Administration 

14 CFR Part 39 

[Docket No. 2003–NE–35–AD] 

RIN 2120–AA64 

Airworthiness Directives; Pratt & 
Whitney Canada Models PW123, 
PW123B, PW123C, PW123D, PW123E, 
PW123AF, PW124B, PW125B, PW126A, 
PW127, PW127E, PW127F, and 
PW127G Turboprop Engines

AGENCY: Federal Aviation 
Administration (FAA), DOT.
ACTION: Notice of proposed rulemaking 
(NPRM). 

SUMMARY: The FAA proposes to adopt a 
new airworthiness directive (AD) for 
Pratt & Whitney Canada (PWC) models 
PW123, PW123B, PW123C, PW123D, 
PW123E, PW123AF, PW124B, PW125B, 
PW126A, PW127, PW127E, PW127F, 
and PW127G turboprop engines. This 
proposed AD would require initial and 
repetitive gap inspections of the bypass 
valve cover, on certain part number
(P/N) mechanical fuel controls (MFCs), 
and replacement of those MFCs as 
mandatory terminating action to the 
repetitive inspections. This proposed 
AD is prompted by sixteen reports of 
loss of engine throttle response and 
overspeed, eight of which resulted in in-
flight shutdown. We are proposing this 
AD to prevent loss of throttle response 
and overspeed, resulting in engine in-
flight shutdown.
DATES: We must receive any comments 
on this proposed AD by February 9, 
2004.

ADDRESSES: Use one of the following 
addresses to submit comments on this 
proposed AD: 

• By mail: Federal Aviation 
Administration (FAA), New England 
Region, Office of the Regional Counsel, 
Attention: Rules Docket No. 2003–NE–
35–AD, 12 New England Executive Park, 
Burlington, MA 01803–5299. 

• By fax: (781) 238–7055. 
• By e-mail: 9-ane-

adcomment@faa.gov. 
You can get the service information 

identified in this proposed AD from 
Honeywell Engines & Systems, 
Technical Publications Department, 111 
South 34th Street, Phoenix, Arizona 
85034; telephone (602) 365–5535; fax 
(602) 365–5577. 

You may examine the AD docket, by 
appointment, at the FAA, New England 
Region, Office of the Regional Counsel, 
12 New England Executive Park, 
Burlington, MA.
FOR FURTHER INFORMATION CONTACT: Ian 
Dargin, Aerospace Engineer, Engine 
Certification Office, FAA, Engine and 
Propeller Directorate, 12 New England 
Executive Park, Burlington, MA 01803–
5299; telephone (781) 238–7178; fax 
(781) 238–7199.
SUPPLEMENTARY INFORMATION: 

Comments Invited 
We invite you to submit any written 

relevant data, views, or arguments 
regarding this proposal. Send your 
comments to an address listed under 
ADDRESSES. Include ‘‘AD Docket No. 
2003–NE–35–AD’’ in the subject line of 
your comments. If you want us to 
acknowledge receipt of your mailed 
comments, send us a self-addressed, 
stamped postcard with the docket 
number written on it; we will date-
stamp your postcard and mail it back to 
you. We specifically invite comments 
on the overall regulatory, economic, 
environmental, and energy aspects of 
the proposed AD. If a person contacts us 
verbally, and that contact relates to a 
substantive part of this proposed AD, 
we will summarize the contact and 
place the summary in the docket. We 
will consider all comments received by 
the closing date and may amend the 
proposed AD in light of those 
comments. 

We are reviewing the writing style we 
currently use in regulatory documents. 
We are interested in your comments on 
whether the style of this document is 
clear, and your suggestions to improve 
the clarity of our communications that 
affect you. You may get more 
information about plain language at 
http://www.faa.gov/language and http://
www.plainlanguage.gov. 

Examining the AD Docket 
You may examine the AD Docket 

(including any comments and service 

information), by appointment, between 
8 a.m. and 4:30 p.m., Monday through 
Friday, except Federal holidays. See 
ADDRESSES for the location. 

Discussion 
Transport Canada, which is the 

airworthiness authority for Canada, 
recently notified the FAA that an unsafe 
condition may exist on PWC models 
PW123, PW123B, PW123C, PW123D, 
PW123E, PW123AF, PW124B, PW125B, 
PW126A, PW127, PW127E, PW127F, 
and PW127G turboprop engines. 
Transport Canada advises that sixteen 
reports of loss of engine throttle 
response and overspeed have been 
received, eight of which resulted in in-
flight shutdown. Investigation by the 
manufacturer revealed that the cause of 
this problem is dislodgement of the 
outer lip of the mechanical fuel control 
bypass valve diaphragm. The 
dislodgement is caused by inadequate 
preload applied to the bypass valve 
diaphragm outer lip during the 
assembly of the MFC.

Relevant Service Information 
We have reviewed and approved the 

technical contents of Honeywell Service 
Information Bulletin (SIB) No. 82, dated 
September 14, 2001, that describes 
procedures for detecting dislodgement 
of the outer lip of the MFC bypass valve 
diaphragm, by performing gap 
inspections of the bypass valve cover on 
affected MFCs. 

Differences Between This Proposed AD 
and the Manufacturer’s Service 
Information 

Although Honeywell SIB No. 82, 
dated September 14, 2001, suggests the 
gap inspections be done periodically at 
the aircraft ‘‘A’’ check, this proposal 
requires initial gap inspections within 
500 hours time-in-service (TIS) after the 
effective date of the proposed AD, and 
repetitive gap inspections at intervals of 
1,500 hours TIS. This proposal also 
requires replacement of the MFC with 
an MFC that has an improved design 
bypass valve diaphragm. 

FAA’s Determination and Requirements 
of the Proposed AD 

These PWC models PW123, PW123B, 
PW123C, PW123D, PW123E, PW123AF, 
PW124B, PW125B, PW126A, PW127, 
PW127E, PW127F, and PW127G 
turboprop engines, manufactured in 
Canada, are type-certificated for 
operation in the United States under the 
provisions of section 21.29 of the 
Federal Aviation Regulations (14 CFR 
21.29) and the applicable bilateral 
airworthiness agreement. Pursuant to 
this bilateral airworthiness agreement,
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