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EXECUTIVE SUMMARY CHECKLIST

Total Costs and Benefits of this Rulemaking

The estimated quantifiable net cost of this proposed rule is $144.8 million ($108.8 million, discounted).  The cost to a small repair station that currently does not have a quality system is estimated at $34,500 ($25,600, discounted) over 10 years.  The cost to the approximately half of the small repair stations that already have quality systems would be minimal.

This proposal would require repair stations to conduct periodic internal evaluations that could discover problem areas and to take corrective actions before improper maintenance is done. Such actions would result in both quantifiable and non-quantifiable benefits.  If the rule prevents all the accidents or incidents that may be associated with repair station failure to take corrective actions, the benefit of the rule could be as much as $164.7 million ($119.3 million, discounted).  However, the FAA does not claim adoption of the proposed rule would result in the elimination of all repair station related accidents or incidents. 
Who is Potentially Affected by this Rulemaking

All certificated repair stations would have to develop and follow a quality system and capability list.  The FAA would issue new certificates to all repair stations to implement the proposed new rating system.

Our Cost Assumptions and Sources of Information

Discount rate – 7%

Period of analysis – 2004-2013

Monetary values expressed in 2003 dollars

Value of:

· fatality avoided – $3 million

·  serious injury avoided – $580,700

· minor injury avoided – $42,900

Source: U.S. Department of Transportation, Federal Aviation Administration, Office of Aviation Policy, Plans, and Management Analysis Bulletin dated February 2002 (APO-02-1)
Labor rates:

Table 1.  Personnel Cost Estimates (2003 Dollars)

	Item
	Small

Repair

Station
	Average
	Large

Repair Station

	Value of 1 hour of FAA administrative support personnel time (GS-5, Step 5).1
	
	$19.01
	

	Value of 1 hour of FAA administrative support personnel time (GS-7, Step 5).1
	
	$23.55
	

	Value of 1 hour of FAA inspector personnel

Time (GS-13, Step 5).1
	
	$49.67
	

	Value of 1 hour of FAA inspector personnel

Time (GS-14, Step 5).1
	
	$58.69
	

	Value of 1 hour of Repair station General Manager time2
	$38.96
	$58.50
	$90.27

	Value of 1 hour of Repair station 1st Line Supervisor time2
	$25.56
	$33.25
	$42.22

	Value of 1 hour of Repair station Mechanic and Service Technicians time2
	$20.25
	$24.95
	$30.59

	Value of 1 hour of Repair station Office Manager time2
	$16.20
	$21.07
	$27.50

	Value of 1 hour of Repair station Accounting Clerk time2
	$15.12
	$18.93
	$23.69

	
	
	
	


1 U.S. Office of Personnel Management, 2003 General Schedule Locality Rates of Pay for Washington-Baltimore hourly rate multiplied by 1.3245 for benefits.  Benefit value from Table 4-5 U.S. DOT, FAA Office of Policy and Plans, Economic Analysis of Investment and Regulatory Decision – A Guide  (FAA-APO-98-4: January 1996).

2 U.S. Dept. of Labor 2001 National Industry Specific Occupational Employment and Wage Estimates – SIC 372 – Aircraft and Parts median hourly rate multiplied by 1.2345 for benefits and by 1.0239 for inflation.  “Small” and “Large” calculated by multiplying the 25th and 75th percentiles for total occupational title to average SIC 372 salary for that occupation.  Benefit value from Table 4-5 FAA-APO-98-4.

Aircraft Values:

Table 1-A.  Aircraft Cost Estimates (2003 Dollars)

	Aircraft Type
	Cost

	Population weighted replacement cost for Part 91,133, and 137 aircraft
	$582,030

	Population weighted restoration cost for Part 91,133, and 137 aircraft
	$148,295

	Population weighted replacement cost for Part 135 aircraft
	$741,475

	Population weighted restoration cost for Part 135 aircraft
	$159,445

	Population weighted restoration cost for Scheduled Part 121 aircraft
	$2,453,000


Note: Cost is based on FAA, Office of Aviation Policy and Plans, Economic Values for Evaluation of FAA Investment and Regulatory Programs (FAA-APO-98-8: June 1998) pages E-4, E-5 adjusted to 2003 cost using the PPI change of 11.5%

Other References:

ARAC for Air Carrier and General Aviation Maintenance: “A Report on requiring a Quality Assurance System in Part 145 of title 14, Code of Federal Regulations” May 2002 

ARAC for Air Carrier and General Aviation Maintenance: A Report on proposed rule changes to Sections 145.31 and 145.33 of title 14, Code of Federal Regulations” May 2002 
Alternatives We Considered

New rating systems and a quality assurance program had been proposed in Notice No. 99-09.  The Final Rule, Repair Stations (66 FR41088, August 6, 2001), did not include either proposal since the FAA received a significant number of comments opposing the proposals.  The FAA tasked ARAC to address these two issues.  ARAC, after reviewing various alternatives, sent its technical reports and recommendations to the FAA.  The FAA is making this proposal based on recommendations from ARAC, and comments received from the public.

Potential Benefits of this Rulemaking

The additional management oversight and follow-up required by this proposed rule has potential benefits.  These potential benefits include fostering an operating environment of constant awareness of potential sources of failure in repair processes and correction of deficient process controls.  This awareness and corrective action could preclude in-flight failures and potential accidents.

An analysis of National Transportation Safety Board (NTSB) data from July 1997 through June 2003 indicated there were 1,762 accidents coded by the NTSB in the “narrative” or “probable cause” sections containing the word “maintenance.”  The FAA determined that of these 1,762 accidents, there were 58 over the six-year period where a repair station performed the maintenance that may have caused or contributed to the accident.  These 58 accidents resulted in a total of 19 fatalities, 17 serious injuries, and 27 minor injuries.  43 aircraft sustained substantial damage and 15 aircraft were destroyed.  The average was used to estimate the potential values. In total, the FAA calculates the potential benefit of preventing all accidents that can be interpreted to mean a repair station accomplished the maintenance could be as high as $146.3 million, or $102.8 million discounted, over 10 years.

Preventing Airworthiness Directives (ADs) that are issued to correct improper maintenance done on aircraft parts is another area where a quality system would be of benefit.  Some ADs are issued to correct an improper repair of a product if the improper repair was performed, or was likely to have been performed, on multiple units of the same product.  The FAA reviewed four AD cases attributable to repair station related quality problems that may have been prevented by a quality system.  The total estimated cost in current dollars to U.S. operators of these ADs is $18.4 million or $16.5 million, discounted.  More importantly, if a quality system had been in place, internal evaluations could have revealed the deficient process controls.  The improper repair process could have been corrected immediately and prevented possible in-flight mechanical failures and the resulting dire consequences.

There would also be unquantified benefits.  The proposed rating system and capability list would allow repair stations to incorporate future technological advancements in the aviation industry on its capability list as provided by section 145.215.  Additionally, it would provide the FAA with the tools necessary for uniform interpretation and enforcement of the requirements.

Experience in other industries has shown that the establishment of a quality assurance program could lead to cost savings and reductions in errors and customer complaints. 

Costs of this rulemaking

From 2004 to 2013, the total cost of the proposed rule would be approximately $145.0 million, before cost-savings of $0.2 million, giving a net cost of $144.8 million ($108.8 million, discounted).  The repair station industry would incur net costs of $136.6 million ($101.2 million, discounted) and the FAA would incur costs of $ 8.2 million ($7.6 million, discounted).  The costs associated with the quality system account for over 90 percent of the total costs of the proposed rule.

Regulatory Flexibility Determination

Agencies must perform a review to determine whether a proposed or final rule will have a significant economic impact on a substantial number of small entities.  If the agency determines that it will, the agency must prepare a regulatory flexibility analysis as described in the Regulatory Flexibility Act.

The Small Business Administration classifies “small” entities based on either employment or annual revenue.  For this proposed rule, a small entity is defined as “Other Support Activities for Air Transportation” (North American Industrial Classification System 488190) with revenues of $6 million or less.  Revenue data compiled by Dun and Bradstreet indicates that some 2,354-repair stations have revenues of $6 million or less and that the average revenue per small entity is $1,272,500.  The initial cost per small repair station to implement the quality system is estimated at $8,700 and this cost would not be incurred by approximately half of the small repair stations that already have voluntarily implemented quality systems.  However, these repair stations would incur minimal costs to comply with the proposed requirement.  In addition, a small repair station would incur administrative costs of $490 to comply with the rating system and the capability list.  The $490 consists of $325 for rating system costs, and $165 to prepare a capability list.  The total initial cost for a small repair station without a quality system is $9,200 ($8,700 + $490) or approximately seven-tenths of one percent of the average small repair station’s annual revenue.  The annual cost for a small repair station to maintain the quality system is estimated at $2,900.    The FAA does not find the costs associated with this proposal to be a significant burden.

The FAA has certified that this proposed rule would not have a significant economic impact on a substantial number of small entities.  The FAA seeks public comments regarding this finding and requests that all comments be accompanied with detailed supporting data.

International Trade Impact Assessment 

The Trade Agreements Act of 1979 prohibits Federal agencies from establishing any standards or engaging in related activities that create unnecessary obstacles to the foreign commerce of the United States. Legitimate domestic objectives, such as safety, are not considered unnecessary obstacles.  The statute also requires consideration of international standards and, where appropriate, that they be the basis for U.S. standards. 

The proposed rule is not expected to affect trade opportunities for U.S. firms doing business overseas or for foreign firms doing business in the United States.  Furthermore, the proposed rule is consistent with the terms of several trade agreements to which the United States is a signatory, such as the Trade Agreements Act of 1979 (19 U.S.C. 2501 et seq.), incorporating the Agreement on Trade in Civil Aircraft (31 U.S.T. 619) and the Agreement on Technical Barriers to Trade (Standards) (19 U.S.C. 2531), as well as the General Agreement on Trade in Services (19 U.S.C. 3511).  The proposed revision to part 145 is also consistent with 49 U.S.C. 40415, formerly 1102(a) of the Federal Aviation Act of 1958, as amended, which requires the FAA to exercise and perform its powers and duties consistently with any obligation assumed by the United States in any agreement that may be in force between the United States and any foreign country or countries

Unfunded Mandates Assessment

The Unfunded Mandates Reform Act of 1995 (the Act) is intended, among other things, to curb the practice of imposing unfunded Federal mandates on State, local, and tribal governments.  Title II of the Act requires each Federal agency to prepare a written statement assessing the effects of any Federal mandate in a proposed or final agency rule that may result in an expenditure of $120.7 million or more (adjusted annually for inflation) in any one year by State, local, and tribal governments, in the aggregate, or by the private sector; such a mandate is deemed to be a “significant regulatory action.” 

This proposed rule does not contain such a mandate.  The requirements of Title II do not apply.

BACKGROUND 

Changes to Federal regulations must undergo several economic analyses.  First, Executive Order 12866 directs that each Federal agency shall propose or adopt a regulation only upon reasoned determination that the benefits of the intended regulation justify its costs.  Second, the Regulatory Flexibility Act of 1980 requires agencies to analyze the economic effect of regulatory changes on small entities.  Third, the Office of Management and Budget directs agencies to assess the effect of regulatory changes on international trade.  The following analyses show that this proposed rule:  (1) would create a safer flying environment and would be "a significant regulatory action" as defined in the Executive Order; (2) would be significant as defined in Department of Transportation's Regulatory Policies and Procedures; (3) would not have a significant impact on a substantial number of small entities; and (4) would not constitute a barrier to international trade.

The Federal Aviation Administration (FAA) proposes to revise the regulations for part 145 repair stations.  The proposed rule would revise the repair station ratings system.  It would also require repair stations to complement existing quality control elements by establishing management review and follow-up procedures, thus creating a quality system.  In addition, the proposed rule would require a repair station to prepare and maintain a capability list, revise permanent housing requirements, and provide the basis for the rejection of a repair station certificate application.  Finally, the proposal would clarify some of the revisions to the repair station regulations made in the 2001 Final Rule.  The effective date of the 2001 Final Rule was January 31, 2004.  Both the rating systems and a quality assurance program had been proposed in the NPRM No.99-09.  The 2001 Final Rule did not include the ratings proposal or the quality assurance proposal.  It did, however, include a quality control provision that is a key element of a quality system.  The FAA received a significant number of comments opposing those requirements.  Commenters agreed that the repair station industry needs new ratings, however, they opposed FAA’s proposed ratings system.  Commenters generally opposed the proposed quality assurance system requirements.  On October 15, 2001, FAA tasked ARAC to address these two issues.  ARAC sent its technical reports and recommendations to FAA on August 13, 2002.

The FAA is making this proposal based on recommendations from ARAC and the earlier comments received from the public.

SECTION- BY-SECTION

Subpart B – Certification

Section 145.51(a) would be amended to require applicants to submit a Letter of Compliance detailing how they would comply with the requirements of part 145.  Section 145.51(b) wording would be clarified.  In addition, “tools” and “test apparatus” are being added to the text.  Section 145.51(e) would be added to specify those conditions under which a person may not apply for a repair station certificate.

Section 145.53(b) would be amended to permit foreign repair stations to be certificated based on certification “by an authority acceptable to the FAA” in addition to the current basis of certification by the civil aviation authority of the country with which the U.S. has a bilateral aviation safety agreement.  Also, FAA would add a new paragraph, section 145.53(c), identifying reasons why FAA would deny a person a repair station certificate.

Section 145.59 would completely revise the current rating system.  The FAA proposes a new rating system that would define the broad categories on which a repair station would be authorized to perform maintenance. These ratings are: (a) aircraft, (b) powerplant, (c) propeller, (d) avionics, and (e) component.  The rating(s) for each repair station would be listed on its operation specifications.  The applicant must submit a capability list adequately identifying the articles it has the capabilities to maintain including the make, model, and series.  Applicants for an avionics or component rating would also have to include the manufacturer of the articles to be included in its capability list.  The proposed aircraft rating replaces the current airframe rating with its four classes based on weight and construction.  The proposed rating will allow future technological advancements to be implemented for the type of aircraft listed on the repair station’s operations specifications without the need to amend the rating.  The holder of the proposed aircraft rating will be able to add to its capability list within a specific type of aircraft after performing a self-evaluation.  The proposed powerplant rating retains classes but combines the existing two classes of reciprocating engines into one class.   The proposed rating also retains the turbine class and adds an auxiliary power unit (APU) class.  The proposed propeller rating eliminates the current class ratings that distinguish between types of propellers because most propeller repair stations hold both class ratings.  However, a repair station that intends to install propellers of a different make and model using a supplemental type certificate (STC) or other approved data, procedures, or drawings must hold a propeller rating and might, at a minimum, need an aircraft rating with the necessary limitation.  The proposed avionics rating combines the current radio, instrument, and parts of the accessory rating into a single rating since these have many elements in common.  Therefore class distinctions are no longer appropriate.  The proposed component rating permits a repair station to perform maintenance on individual uninstalled components that are not included on or in aircraft, powerplants, propellers, or avionics equipment.  However, a component-rated repair station must have a limitation to the appropriate rating provided for in section 145.61 to remove or install articles. 

Section 145.61 would be rewritten and changed to eliminate the issuance of limited ratings.  Instead a limitation to a rating may be issued.  Under the current provision, for example, a repair station performing only a specific function such as aircraft painting on one or several makes or models of aircraft would be granted a limited rating.   Under the proposed provision, the limitation to the rating would be described in sufficient detail in the repair station’s operations specifications to allow users and FAA personnel to determine the scope of the limitation to the rating (such as aircraft painting on one or several makes or models).  

Section 145.63 would be added to provide a specialized service rating that would be substantially the same rating currently issued under section 145.61 (c).  Specialized services would include but not be limited to non-destructive testing or inspection, welding, heat-treating, plating, and plasma spraying.

Subpart C-Housing, Facilities, Equipment, Materials, and Data

Section 145.101 would be revised to add tools and test apparatus to the list of requirements.

Section 145.103(a) would be amended to require “permanent” housing facilities.  Section 145.103(d) would be added to allow the use of multiple fixed locations if the locations are within close proximity to the repair station’s principal base of operations, within a reasonable amount of travel time, and the locations are located within the geographic boundaries of the FAA office with oversight responsibility for that repair station.

The requirements in section 145.107(a)(1) would be removed and paragraphs (a)(2) through (a)(4) would be renumbered as (a)(1) through (a)(3).  The new paragraph (a)(4) would allow the satellite repair station to submit the same repair station and quality control manuals as the repair station with managerial control.  If the satellite repair station elects to use these manuals, it would have to identify any specific processes or procedures unique to the satellite repair station in appendices or sections of the manual.

Section 145.109 would be amended to add the words tools and test apparatus to the heading to make it consistent with the requirement currently in the text of the section and to meet the agency’s intent.  Additionally, section 145.109(a) would be amended to add test apparatus to the list of items that a repair station must have on the premises and under its control when it is performing work.  These changes clarify the scope of the kinds of items a repair station must have for initially obtaining certification and are consistent with the requirements of 14 CFR section 43.13(a) for items a repair station must have in place when performing work.

Subpart D-Personnel

Section 145.151(b) would require each repair station to designate an employee as the chief inspector, and existing paragraphs (b) – (d) would be re-lettered.

Section 145.155 would require chief inspectors working in the United States to be certificated under part 65 and require all chief inspectors to have at least 3 years experience in using the appropriate inspection equipment and techniques.

Section 145.161 would amend the personnel recordkeeping requirements to note the name of the chief inspector on the existing required personnel roster in (a)(1) and to remove the requirement in paragraph (a)(4) to list the total years of experience for each listed individual.

The existing language of section 145.163 would be clarified without changing the content of the section.

Subpart E – Operating Rules

Section 145.203 would require prior written approval before a repair station could perform work outside its domicile country.

Sections 145.205(a) – (c) would be amended by adding the phrase “must comply with the applicable parts of this chapter.”  Paragraph (d) would be amended to limit approval to perform line maintenance on aircraft used in part 121,135, or 129 operations to “appropriately-rated” certificated repair stations.

Existing section 145.211 would be renamed and a quality system requirement would be created.  The system would have to be acceptable to the FAA and would have to contain an internal evaluation system, a reporting system, an annual internal evaluation schedule, corrective action procedures, follow-ups to ensure corrective actions are incorporated, procedures to revise the internal evaluation process, and internal evaluation training procedures.  Internal evaluation and corrective action plans would have to be available for FAA inspection.

Expanded section 145.211 would require repair stations to follow the quality system manual that they must prepare and keep current.  In addition, paragraph (b)(1)(i) would require repair stations to inspect incoming articles as well as raw materials to ensure quality, and (b)(2) would require an internal evaluation program that would ensure the repair station’s manuals and procedures are in compliance with the repair station regulations.

The requirement of current section 145.215 for a repair station with a limited rating to maintain a capability list would be expanded to require each certificated repair station to establish and maintain a capability list acceptable to the FAA.

The existing provisions of section 145.217 would be amended to clarify the requirements for contracting maintenance functions.  They would also clarify that FAA approval is needed if the work is contracted to a non-certificated person.

Section 145.223 would prohibit a repair station from contracting for the performance of a maintenance function unless certain contractual provisions are met.  It would also provide that the FAA could make inspections on behalf of another country’s civil aviation authority. 

BENEFITS AND COSTS 

Changes Without Costs or Unquantified Costs

A number of the new requirements would not have a cost impact since they reflect or clarify current practice or revise the organization and format of the current regulation.  In some cases, the proposed changes may impose costs but no data are available to quantify the costs of the proposed changes. 

Subpart B - Certification

The FAA believes that the following proposed changes to the certification process would not impose costs:  sections 145.51(a), section 145.53(b), section 145.61, and section 145.63.  Section 145.53(c) would prohibit repair station management personnel from reapplying for a certificate for one year if the repair station’s certificate has been revoked.  While the management personnel may experience a loss of income during the waiting period, the FAA does not consider this a cost of the proposed rule.  Even if it were considered, the industry loss would be minimal since only 14 repair stations had their certificates revoked in the 3-year period ending September 24, 2003.  The FAA believes the proposed prohibition is warranted on the basis of safety and notes that the existing provisions of Part 119.39 permit the Administrator to deny an applicant for a certificate to conduct operations under part 121 or part 135 if key management personnel or owners were associated with a certificate holder whose certificate was revoked.  The FAA requests comments supported by clear documentation.

Subpart C - Housing, Facilities, Equipment, Materials, and Data

 The FAA believes that the following proposed changes to the physical requirements would not impose costs:  section 145.101, section 145.107(a)(1), section 145.107(b), and section 145.109.  Although section 145.103(a) would require repair stations to have “permanent” housing facilities, thus suggesting additional cost, this is a clarification of an existing requirement.  A certificated repair station must receive written approval from the FAA to change its location, housing, or facilities under the existing regulation.  Section 145.103(d) would allow a repair station to apply to use fixed locations within close proximity of each other to perform work under its rating.  The approval process would result in the FAA incurring costs to ascertain the appropriateness of the facilities but the FAA cannot estimate the frequency of such requests.  The FAA requests comments supported by clear documentation.

Subpart D –Personnel

The FAA believes that many of the proposed changes to the personnel requirements might impose un-quantified costs.  Section 145.151 would require the designation of a chief inspector.  This was a previous requirement but the amended part 145, effective as of January 2004, does not explicitly require this designation.  It is likely most repair stations will retain the position since it is current practice.  Explicitly re-instating the requirement would not affect a repair station’s salary levels but may entail some minor paperwork costs.   

Section 145.155 would require chief inspectors in the United States to have at least three years experience; industry practice indicates current inspectors would meet the requirements of this proposal.  The eligibility requirements for an inspector under part 65 include a specification that the applicant hold currently effective A&P ratings and have been in effect for a total of at least 3 years.

Section 145.161 would make explicit some of the recordkeeping requirements of the prior rule that are not explicitly stated in the current rule.  This may entail some minor paperwork costs.
The FAA invites comments supported by clear documentation.  

Subpart E – Operating Rules

The FAA believes that the following proposed changes to the operating rules would not impose costs: section 145.203, section 145.205, section 145.213, section 145.217, and section 145.223.  The FAA requests comments supported by clear documentation.
General Estimates, Assumptions, and Methodology

The FAA has analyzed the expected costs of this regulatory proposal for a 10-year period.  Although the issuance of new certificates reflecting the revised rating system would not be effective until one year after the rule is adopted, both the FAA and repair stations would incur preparation costs immediately after the effective date and the other provisions of the rule would be in effect.  As required by the Office of Management and Budget (OMB), the present value of the costs associated with this proposal were calculated using a discount factor of 7 percent.  All costs are expressed in 2003 dollars.

Unit cost estimates used to calculate the cost and benefits of the proposed changes to the rule are provided in Tables 1 and 1-A.

Table 1.  Personnel Cost Estimates (2003 Dollars)

	Item
	Small

Repair 

Station
	Average
	Large

Repair 

Station

	Value of 1 hour of FAA administrative support personnel time (GS-5, Step 5).1
	
	$19.01
	

	Value of 1 hour of FAA administrative support personnel time (GS-7, Step 5).1
	
	$23.55
	

	Value of 1 hour of FAA inspector personnel

Time (GS-13, Step 5).1
	
	$49.67
	

	Value of 1 hour of FAA inspector personnel

Time (GS-14, Step 5).1
	
	$58.69
	

	Value of 1 hour of Repair station General Manager time2
	$38.96
	$58.50
	$90.27

	Value of 1 hour of Repair station 1st Line Supervisor time2
	$25.56
	$33.25
	$42.22

	Value of 1 hour of Repair station Mechanic and Service Technicians time2
	$20.25
	$24.95
	$30.59

	Value of 1 hour of Repair station Office Manager time2
	$16.20
	$21.07
	$27.50

	Value of 1 hour of Repair station Accounting Clerk time2
	$15.12
	$18.93
	$23.69

	
	
	
	


1 U.S. Office of Personnel Management, 2003 General Schedule Locality Rates of Pay for Washington-Baltimore hourly rate multiplied by 1.3245 for benefits.  Benefit value from Table 4-5 U.S. DOT, FAA Office of Policy and Plans, Economic Analysis of Investment and Regulatory Decision – A Guide  (FAA-APO-98-4: January 1996).

2 U.S. Dept. of Labor 2001 National Industry Specific Occupational Employment and Wage Estimates – SIC 372 – Aircraft and Parts median hourly rate multiplied by 1.2345 for benefits and by 1.0239 for inflation.  “Small” and “Large” calculated by multiplying the 25th and 75th percentiles for total occupational title to average SIC 372 salary for that occupation.  Benefit value from Table 4-5 FAA-APO-98-4.

Table 1-A.  Aircraft Cost Estimates (2003 Dollars)

	Aircraft Type
	Cost

	Population weighted replacement cost for Part 91,133, and 137 aircraft
	$582,030

	Population weighted restoration cost for Part 91,133, and 137 aircraft
	$148,295

	Population weighted replacement cost for Part 135 aircraft
	$741,475

	Population weighted restoration cost for Part 135 aircraft
	$159,445

	Population weighted restoration cost for Scheduled Part 121 aircraft
	$2,453,000


Note: Cost is based on FAA, Office of Aviation Policy and Plans, Economic Values for Evaluation of FAA Investment and Regulatory Programs (FAA-APO-98-8: June 1998 pages E-4, E-5 adjusted to 2003 cost using the PPI change of 11.5%.

The FAA estimates the number of domestic repair stations by number of employees in Table 2.  Repair stations with 200 or fewer employees are considered small.  This regulatory evaluation estimates only the costs (and benefits) to repair stations located in the United States.

Table 2.  Domestic Repair Stations by Number of Employees
	Number of Employees
	Number of Repair Stations

	200 or fewer
	4318

	201 or more
	  185

	Total
	4503


1.  FAA Vital Information Statistics.  September, 2003 
COSTS

Rating System Section 145.59 would completely revise the current rating system and would require the FAA to issue new certificates to all current domestic and foreign repair stations.  The estimated one-time cost to the FAA would be between $1,600 and $1,900 per repair station; in this analysis, the FAA used a weighted average of $1,700 per application.  The initial costs to the FAA to issue new certificates and conduct a review of the repair station operation would be approximately $1,936 and would include 30 hours of inspector time (GS-13, level 5), 6 hours of supervisor time (GS-14, level 5), and 4 hours of administrative support personnel time (GS-7, level 5).
  ((30 hours x $49.67) + (6 hours x $58.69) +(4 hours x $23.55) = $1,936).  The FAA anticipates that the time necessary to issue a new certificate will decrease by approximately 15 percent as FAA inspectors become familiar with the transition process.  The cost to issue a new certificate is expected to decrease to approximately $1,642.  ((25.5 hours x $49.67) + (5 hours x $58.69) + (3.5 hours x $23.55) = $1,642)  For all 5,168-repair stations (domestic plus foreign), the estimated total cost to the FAA is $8,716,100 or $8,149,600, discounted.  This estimate includes administrative costs and the costs associated with inspecting and reviewing the repair station operation, which includes reviewing the repair station manual and the quality system.  The FAA costs for certification actions ($1,121,600 or $1,048,700, discounted) for persons outside the United States are recoverable under the provisions of part 187.  The estimated cost, attributable to the proposed rule, to the FAA to issue 4,500 domestic repair station certificates at approximately $1,700 per certificate is $7,594,600 or $7,100,900, discounted.

Repair stations would incur one-time administrative costs during the transition to the new rating system.  The cost per repair station is estimated to be $325 for small repair stations and $527 for large repair stations.  The administrative cost to repair stations to provide the FAA with needed information during the transition period would require 8 hours of maintenance management time plus 8 hours of administrative support personnel time.  The hourly rate for maintenance management personnel is estimated $25.56 for small repair stations and $42.22 for large repair stations.  The corresponding rates for a clerk’s time are $15.12 and $23.69.  The cost to small repair stations would be $1.4 million.  ((8 hours x $25.56) + (8 hours x $15.12) x 4,318 = $1,405,250)  The cost to large repair stations would be $97,500.  ((8 hours x $42.22) + (8 hours x $23.69) x 185 = $97,547)  The total cost to the domestic repair station industry would be approximately $ 1,502,800 or $1,405,100, discounted.

The total one-time cost to the domestic repair station industry and the domestic costs to FAA would be approximately $9,097,400 or $8,506,000, discounted.

Section 145.103(d) would allow a repair station to apply to use fixed locations within close proximity of each other to perform work under its rating.  The approval process would result in the FAA incurring costs to ascertain the appropriateness of the facilities.  This task could be coordinated with other required on-site visit (s) by an FAA inspector and thus the cost to the FAA would be marginal.  In addition, the FAA cannot estimate the frequency of such requests.  The FAA requests comments supported by clear documentation.

	


Quality System  Section 145.211 would require repair stations to establish a quality system.  Under current section 145.211 each repair station must establish and maintain a quality control system that ensures the airworthiness of the articles on which the repair station performs work. 

According to the ARAC Quality Assurance Technical Report:
  “Quality control relies on inspection and in-process controls to ensure the product is correct; while a quality assurance system monitors the quality control mechanisms to verify they are being used properly and are effective.”  The FAA already requires a quality control system and the proposal would complete the quality system.  The ARAC report expressed concerns about the regulatory burden a mandatory quality assurance program could place on small repair stations.  This resulted in discussions proposing different standards for large and small repair stations.  Concerns were expressed that “attempts to level the economic impact may result in subjective enforcement and unintended consequences.”  The ARAC report also stated: “Some members were of the opinion that if the repair station already has a quality [control] program, as currently required, the incremental costs would be minimal and might even be offset by the cost benefit of a more comprehensive quality system.”
  

This opinion is supported by responses to the ARAC questionnaire on quality assurance options.
  The Aerospace Industries Association reported that all Original Equipment Manufacturers (OEM) repair stations are ISO certified with the size of the OEM firms ranging from around 100 to more than 1,000 employees.  In addition, responses to the ARAC questionnaire provided by the Air Transport Association and the National Air Transportation Association indicated members of both organizations already have a quality system that substantially meets the FAA proposed requirements as a result of JAA or other regulatory agency requirement, industry requirement or as a best practice.  The Aeronautical Repair Station Association reported “most respondents already had the [quality] system in place.”

In the preamble, the FAA notes the requirements for a quality system are similar to the information and guidance FAA provides in AC 145-5, Repair Station Internal Evaluation Programs.  A repair station that currently follows the AC recommendations may need to make only minor changes to its quality control program to comply with the proposed quality system.  The FAA’s proposed quality system elements are general and are commonly used in quality programs, such as AS9100 or ISO9001.  These elements could easily be adapted to the proposed regulatory requirements without significant costs.  The FAA also believes the 1,157 domestic and satellite repair stations that hold JAA certificates will not incur significant quality program changes since the JAA requires a quality assurance program.

However, in order not to underestimate the cost of this requirement, the FAA has made a conservative estimate of the number of repair stations that would have to initiate and maintain a quality system.  The following analysis is based on responses provided in appendices to “A Report on requiring a Quality Assurance System in Part 145 of title 14, Code of Federal Regulations,” May 2002.
The FAA database indicates that of the 4,318 small repairs stations with 200 or fewer employees, 946 hold JAA certificates and would not incur significant costs.  The FAA estimates that of the 3,372 small repair stations without JAA certificates 30 percent already either follow the AC recommendation or have ISO or other certification and would not incur significant costs.
  The FAA estimates that 2,360 small repair stations would have to develop and maintain a quality system.  The initial cost to develop the system is estimated to be $8,700 per small repair station and would require 300 man-hours at a cost of $6,690 plus support costs of $2,000.
  The recurring cost would be approximately $2,900 annually based on 100 man-hours at a cost of $2,370 plus support costs of $500.  See Appendix Table A-1 for details.  

The FAA database indicates that of the 185 repair stations employing more than 200 persons, 150 hold JAA certificates and thus only 35 may incur quality system costs.  The initial cost to develop the program is estimated to be $312,100 per large repair station and would require 3 man-years at a cost of $302,100 plus support costs
of $10,000.  The recurring cost would be approximately $133,600 annually based on approximately 2 man-years at a cost of $128,600 plus support costs of $5,000.  See Appendix Table A-2 for details.

The 10-year cost of developing and conducting a quality system is estimated at $134.5 million, or $99.1 million, discounted, as shown in Appendix Table A-3.
Capability List Section 145.215 would require each certificated repair station to establish and maintain a capability list acceptable to the FAA.  The capability list must identify each article by make and model or other nomenclature designated by the article’s manufacturer.  An article may be listed only after the repair station has performed a self-evaluation to determine it has the capabilities and trained personnel to perform the maintenance on the article.  

The proposed rating system is based closely on the recommendations of the ARAC committee.  In its report to the FAA
 on the issue of “Financial Considerations” it stated:

“the committee believed that the preferred system would result in the least cost to the aviation industry and the FAA.”  

It further stated:

“ the cost to create and maintain an appropriate capabilities list is minimized because a repair station is required only to provide the aircraft, powerplant, or propeller by make, model, or series.  In addition, the capabilities list for avionics and components are limited to the manufacturer, make, model, series, or information needed to determine whether the repair station has the appropriate capabilities.  Many repair stations currently maintain such lists, and if the FAA applies this requirement broadly and does not require capabilities lists by part number, the financial impact on the aviation industry should be minimal.”

Under the proposed rule, the information that is currently needed to obtain the operations specifications for a repair station would, instead, be placed in the capability list.  Thus, the information already exists, but would have to be contained in a list acceptable to the FAA.  Currently any request to revise or amend a rating must be submitted to the FAA.  The FAA then interactively considers the same factors that a repair station would have to consider in conducting a self-evaluation under the proposed rule when determining how to amend the capability list.  Thus, changes to the capability list are essentially the same as the current operations specifications change process, and only administrative costs would be incurred. 

The FAA estimates that repair stations would incur one-time administrative costs to develop a capability list.  The cost per repair station is estimated to be $163 for small repair stations and $527 for large repair stations, with a total cost to the domestic repair station industry of approximately $800,200 or $748,200, discounted.  The FAA estimates that the administrative cost to repair stations to prepare a capability list would require 4 hours of maintenance management time plus 4 hours of administrative support personnel time for small repair stations and corresponding times of 8 hours for large repair stations.  The hourly rate for maintenance management personnel is estimated to be $25.56 for small repair stations and $42.22 for large repair stations.  The corresponding rates for a clerk’s time are $15.12 and $23.69.  The cost to small repair stations would be $702,600 (((4 hours x $25.56) + (4 hours x $15.12)) x 4,318 = $702,625).  The cost to large repair stations would be $97,500 (((8 hours x $42.22) + (8 hours x $23.69) x 185 = $97,547).

The FAA would also incur costs to review and ensure the initial capability list submitted to the certificate holding district office would be acceptable to the FAA.  The FAA would need 2½ hours of an inspector’s time to complete this process.  Total one-time costs to the FAA would be $641,700 or $600,000, discounted (2.5 x $49.67 x 5,168 = $641,736).  The FAA costs for certification actions ($82,600 or $77,200, discounted) for persons outside the United States are recoverable under the provisions of part 187.  The estimated cost to the FAA to review domestic capability lists and attributable to the proposed rule would be $559,200 or $522,800, discounted  (2.5 x $49.67 x 4,503 = $559,160).

The 10-year total costs of the proposed rule are estimated at $144.96 million or $108.89 million, discounted.  Domestic repair stations would incur costs of $136.81 million or $101.26 million, discounted.  The FAA would incur costs of $8.15 million or $7.6 million, discounted.

COST-SAVINGS

Section 145.103(d) would allow a repair station to use fixed locations within close proximity of each other to perform work under its rating.  This would provide a repair station a means to expand its facilities rapidly and perhaps at less cost than expanding its existing facilities or relocating.  The savings cannot be estimated since it is not known how many or how frequently repair stations would seek this opportunity.

Section 145.107(a)(4) would permit a satellite repair station to submit the same repair station and quality control manuals as the station with managerial control.  The satellite would have to identify any specific processes or procedures in appendices or additional sections of the manuals.  The FAA database indicates there are 273 satellite repair stations and the FAA estimates all would elect to submit the parent station’s repair station and quality control manuals and limit their input to specific processes or procedures.  There would be a cost to adopt the parent’s manual for initial submission but it would result in reduced annual administrative costs and result in over-all cost-savings for the 10-year period.  The FAA estimates that it would take a satellite repair station only one-quarter of the time to modify the parent’s manual and add specific processes or procedures.  This would result in a weighted average cost of $412 per satellite station, or $112,500 for the 273 satellite repair stations.
  However, annual administrative costs would be reduced by 6.75 hours and result in a cost savings of $102 annually per satellite for a total annual cost savings of $27,860.
  The total cost-savings for all existing satellite repair stations over a 10-year period would be approximately $166,100 or $90,400, discounted.  See Appendix Table A-4.  In addition, a new satellite station would save $1,237 ($1,649 - $412) by adopting its parent’s manual and also experience the annual cost savings. The total 10-year savings for a new satellite station would be approximately $2,300 or $1,900, discounted.  However, the FAA cannot estimate the number of satellite stations that may be certificated over the next 10 years.

Thus, the quantifiable cost-savings to the industry would be at least $166,100 or $90,400, discounted over a 10-year period.

BENEFITS

Nonquantifiable Benefits

The proposed rule contains provisions that would require additional management oversight and follow-up.  It would also assist the aviation industry by ensuring that part 145 is more understandable, easier to use, and consistent with state-of the art maintenance practices.  These and other non-quantifiable benefits, which are addressed below, may provide cost savings, improve repair station services and capabilities, and improve the clarity of the regulation.

Rating System and Capability List 

The rating a repair station could obtain would be based on its capabilities, taking into account the ongoing regulatory requirements.  Regardless of its rating, a repair station must have the appropriate capabilities, that is, housing, facilities, equipment, tools, test apparatus trained personnel, and data, before commencing any work.  The capability list would provide repair stations with a flexible method to perform “as needed” work as well as to add or change capabilities after performing a self evaluation without awaiting FAA approval.  The list would allow a repair station to incorporate future technological advancements in the aviation industry on its capability list as provided by section 145.215.  Additionally, it would provide the FAA with the tools necessary for uniform interpretation and enforcement of the requirements.

Quality Systems

FAA experience with quality improvement efforts, such as the Suspected Unapproved Parts (SUP) program and the Airworthiness Directive (AD) program, has shown the value of a quality system.  The FAA found that from October 1998 to May 2004, 219 of 238 SUP cases involving repair stations and unapproved parts were cases where a part was found not to have been maintained in accordance with the current manufacturer’s instructions or other data approved by the Administrator.  Had these parts not been found and correctly maintained parts substituted, those 219 cases could have been accidents. 

The proposed quality system requirement could help reduce the number of Airworthiness Directives (ADs) that are issued to correct improper maintenance done on aircraft parts.  An AD is issued for a particular product when the FAA finds that an unsafe condition exists in that product and that the same unsafe condition is likely to exist or develop in other products of the same type design.  Most ADs are issued to correct a design or a maintenance/inspection program deficiency.  Sometimes, however, they are issued to correct an improper repair of a product if the improper repair was performed, or was likely to have been performed, on multiple units of the same product.  An AD describes the unsafe condition, specifies the models affected, and prescribes the actions required to correct it.  ADs are legally enforceable rules.  

As described in the preamble, the FAA, in 1998, issued an AD directed at specific reciprocating engines with crankshafts that had been repaired by a particular repair station.  The FAA’s data indicate that deficient process controls existed at the repair station during a particular time period that led to crankshaft failure due to cracking.  The AD required inspections for potentially affected engines, an additional inspection and dimensional check of the crankshaft journals of the affected engines, and, if necessary, rework or removal from service of the affected crankshafts and replacement with serviceable parts.  These actions were necessary to prevent crankshaft failure due to cracking that, in turn, could lead to inflight engine failure and a possible forced landing or an accident.  

The FAA found that deficient process controls existed at the repair station.  If a quality system had been in place, the internal evaluation should have revealed the deficient process controls.  The improper repair process could have been corrected immediately.  The cost savings to U.S. operators would have been significant, and the FAA could have avoided the costs associated with processing the AD.  The FAA estimated the total cost of complying with the AD to be over $3 million.  

This is only one of four AD cases reviewed that were attributable to repair station related quality problems that may have been prevented by a quality system.  In addition to AD 98-17-11 discussed above, another AD  (AD 98-21-24) involved improper cleaning of certain compressor discs by a repair station that resulted in an estimated cost of $1.5 million.  A third AD involved improper modification of an engine by a repair station  (AD 95-16-08).  The AD required the inspection of 7,000 engines and the repair of an estimated 350 engines at a total cost of $9 million. A fourth AD (Docket No. 2003-NE-53-AD) resulted from a failed propeller blade approved for return to service by a repair station.  This AD affects 1,000 propellers and will cost U.S. operators an estimated $3 million.  The total estimated cost in 2003 dollars to U.S. operators of these incidents is $18.4 million or $16.5 million, discounted.  If a quality system had been in place, internal evaluations should have revealed the deficient process controls.  The improper repair process could have been corrected immediately and prevented possible in-flight mechanical failures and the resulting dire consequences.  The cost savings to U.S. operators would have been significant. 

Regular review and inspection of the components of a quality system (management responsibility, document control, resource allocation, process control, inspection and testing, control of measuring and monitoring devices, internal evaluations, and corrective actions) would advance aviation safety.

Potential Safety-Related Benefits

Although most of the proposed provisions of this rulemaking would not specifically prevent accidents, the proposed rating system and capability lists, clarification of personnel requirements, and the quality system are expected to help avoid or detect maintenance lapses before an aircraft or its components are approved for return to service.

It is difficult to determine the number of accidents that result from maintenance problems associated with repair station regulations.  However, National Safety Transportation Board (NTSB) data indicate whether the broad category of "maintenance" was a causal or contributing factor in accidents.

Between July 1997 and June 2003, there were 1,762 accidents coded by the NTSB in the “narrative” or “probable cause” sections containing the word “maintenance.”  The FAA determined that of these 1,762 accidents, there were 58 that can be interpreted to mean a repair station accomplished the maintenance that may have caused the accident.

As shown in Appendix Table B1, most of the potentially preventable accidents from the sample of 58 involve part 91 aircraft.  Some part 121, 133, 135, and part 137 accidents could also have been potentially preventable.  Appendix Table B1 shows the number of fatalities, serious injuries, minor injuries, substantially damaged aircraft, and destroyed aircraft for the 6-year period from July1997 through June 2003.  Based on this historical data, an average of 9.7 accidents, 3.2 fatalities, 2.8 serious injuries, and 4.5 minor injuries occur each year; 2.5 aircraft are destroyed; and 7.2 aircraft are substantially damaged due to accidents in which maintenance could be attributed to repair station activities as a causal or contributing factor.

Appendix Table B2 shows the total and average annual value of these accidents.  

The FAA estimated monetary losses due to aircraft damage based on the information in Table 1A, Aircraft Cost Estimates (current dollars) in the General Estimates, Assumptions, and Methodology section.  The monetary values for injuries are based on the avoidance of these injuries in the future and are calculated at $3 million per fatality avoided, $580,700 per serious injury, and $42,900 per minor injury avoided.

This proposed revision to part 145 would enhance safety by reducing the number of accidents.   If it were 100 percent effective there could be approximately 10 fewer accidents annually, thus preventing approximately 3.2 fatalities, 2.8 serious injuries, and 4.5 minor injuries.  The annual value could be as high as $11.34 million (3.2 x $3 million + 2.8 x $580,700 + 4.5 x $42,900).  The FAA calculates that the value associated with possibly avoided fatalities and injuries over a 10-year period could be as much as approximately $113.4 million total, or $79.6 million discounted as shown in Appendix Table B3 if the provisions of this proposed rule resulted in the elimination of all possible repair station related maintenance accidents.

In addition, based on the above accident analysis, the possible avoidance of as many as 10 accidents annually could avert the destruction of 3 general aviation aircraft, and could avert substantial damage to 7 aircraft annually.  The FAA calculates that the value associated with possibly avoiding the destruction or damage of aircraft involved in accidents that can be interpreted to mean a repair station accomplished the maintenance to be approximately $33 million total, or $23.2 million, discounted.

The potential benefit of the rule could be as much as $146.3 million ($102.8 million, discounted) if the rule were to prevent all the accidents or incidents associated with repair stations failure to take corrective actions.

Comparison of Potential Benefits and Estimated Costs
The revisions to part 145 offer benefits to the aviation industry in terms of reduced costs and improved safety.  Many of these benefits are not quantifiable.

The potential benefits include as many as 10 accidents that could be avoided annually, possibly preventing 3.2 fatalities, 2.8 serious injuries, and 4.5 minor injuries.  The quantifiable value could be approximately $79.6 million in 2003 dollars discounted at 7 percent, over 10 years, if the rule were 100 percent effective.  The FAA cannot estimate how effective the proposed rule would be in reducing accidents.  The avoidance of these 10 accidents could also potentially avert the destruction of 3 general aviation aircraft and could avert the substantial damage of 7 general aviation aircraft annually.  Property damage to other types of aircraft could also be averted.

The potential discounted quantitative benefits of the rule could be as high as $119.3 million if the rule were 100 percent effective in eliminating accidents that can be interpreted to mean a repair station accomplished the maintenance, and preventing AD cases attributable to repair station related quality problems that were estimated to cost U.S. operators $16.5 million. The total discounted costs are estimated at $108.8 million as shown in Table 2.  However, it is unreasonable to assume the rule would eliminate all accidents or incidents that may be associated with repair station activity.  Also, the FAA cannot determine at this time what portion of those accidents or incidents would be eliminated as a result of this rulemaking.  Therefore, the FAA cannot quantify the benefits of this rulemaking.


TABLE 2.  Summary of Quantifiable Costs and Cost Savings

of Proposed Part 145  (Current dollars)

	INDUSTRY


	Section
	Description
	10-Year Discounted Costs

	145.59
	Rating System
	$1,405,100

	145.211
	Quality Assurance Program
	$99,110,000

	145.215
	Capability List
	$748,200

	145.107
	Satellite Station Manual*
	($90,400)

	10-Year Total Net Discounted Cost (7 percent): 
	$101,172,900

	*Cost Savings

	FAA

	Section
	Description
	10-Year Discounted Costs

	145.59
	Rating System
	$7,100,900

	145.217
	Capability List
	$522,800

	10-Year Total Discounted Cost (7 percent): 
	$7,623,700

	TOTAL

	Total 10-Year Discounted Cost (7 percent):
	$108,796,645


REGULATORY FLEXIBILITY DETERMINATION

The Regulatory Flexibility Act of 1980 (RFA) establishes “as a principle of regulatory issuance that agencies shall endeavor, consistent with the objective of the rule and of applicable statutes, to fit regulatory and informational requirements to the scale of the business, organizations, and governmental jurisdictions subject to regulation.”  To achieve that principle, the RFA requires agencies to solicit and consider flexible regulatory proposals and to explain the rationale for their actions.  The RFA covers a wide-range of small entities, including small businesses, not-for-profit organizations, and small governmental jurisdictions.

Agencies must perform a review to determine whether a proposed or final rule will have a significant economic impact on a substantial number of small entities.  If the agency determines that it will, the agency must prepare a regulatory flexibility analysis as described in the RFA.

However, if an agency determines that a proposed or final rule is not expected to have a significant economic impact on a substantial number of small entities, section 605(b) of the RFA provides that the head of the agency may so certify and a regulatory flexibility analysis is not required.  The certification must include a statement providing the factual basis for this determination, and the reasoning should be clear.

 The Small Business Administration classifies “small” entities based on either employment or annual revenue.  For this proposed rule, a small entity is defined as “Other Support Activities for Air Transportation” (North American Industrial Classification System 488190) with revenues of $6 million or less.  Revenue data compiled by Dun and Bradstreet indicates that some 2,354 repair stations have revenues of $6 million or less and that the average revenue per small entity is $1,272,500.  The initial cost per small repair station to implement the quality system is estimated at $8,700 and this cost would not be incurred by approximately half of the small repair stations that already have voluntarily implemented quality systems.  However, these repair stations would incur minimal costs to comply with the proposed requirement.  In addition, a small repair station would incur administrative costs of $490 to comply with the rating system and the capability list.  The $490 consists of $325 for rating system costs, and $165 to prepare a capability list.  The total initial cost for a small repair station without a quality system is $9,200 ($8,700 + $490) or approximately seven-tenths of one percent of the average small repair station’s annual revenue.  The annual cost for a small repair station to maintain the quality system is estimated at $2,900.  The FAA does not find the costs associated with this proposal to be a significant burden.

The FAA has certified that this proposed rule would not have a significant economic impact on a substantial number of small entities.  The FAA seeks public comments regarding this finding and requests that all comments be accompanied with detailed supporting data.  

INTERNATIONAL TRADE IMPACT ASSESSMENT 

The Trade Agreements Act of 1979 prohibits Federal agencies from establishing any standards or engaging in related activities that create unnecessary obstacles to the foreign commerce of the United States.  Legitimate domestic objectives, such as safety, are not considered unnecessary obstacles.  The statute also requires consideration of international standards and, where appropriate, that they be the basis for U.S. standards. 

The proposed rule is not expected to affect trade opportunities for U.S. firms doing business overseas or for foreign firms doing business in the United States.  Furthermore, the proposed rule is consistent with the terms of several trade agreements to which the United States is a signatory, such as the Trade Agreements Act of 1979 (19 U.S.C. 2501 et seq.), incorporating the Agreement on Trade in Civil Aircraft (31 U.S.T. 619) and the Agreement on Technical Barriers to Trade (Standards) (19 U.S.C. 2531), as well as the General Agreement on Trade in Services (19 U.S.C. 3511).  The proposed revision to part 145 is also consistent with 49 U.S.C. 40415, formerly 1102 (a) of the Federal Aviation Act of 1958, as amended, requiring the FAA to exercise and perform its powers and duties consistently with any obligation assumed by the United States in any agreement that may be in force between the United States and any foreign country or countries.

UNFUNDED MANDATES ASSESSMENT 

The Unfunded Mandates Reform Act of 1995 (the Act) is intended, among other things, to curb the practice of imposing unfunded Federal mandates on State, local, and tribal governments.  Title II of the Act requires each Federal agency to prepare a written statement assessing the effects of any Federal mandate in a proposed or final agency rule that may result in an expenditure of $120.7 million or more (adjusted annually for inflation) in any one year by State, local, and tribal governments, in the aggregate, or by the private sector; such a mandate is deemed to be a “significant regulatory action.” 

This rule does not contain such a mandate.  The requirements of Title II do not apply.
Appendix

Table A-1 Small Repair Station Quality Assurance Cost

	Initial Cost
	
	
	
	
	 

	 
	No. Repair 
Stations
	Job
	Hours
	$ per Hr
	Total $

	 
	
	
	
	
	 

	 
	
	GenlMgr
	10
	$38.96 
	$389.60

	 
	
	IstLineSup
	80
	$25.56 
	$2,044.80

	 
	
	Mechanic
	210
	$20.25 
	$4,252.50

	 
	
	Total per
	300
	
	$6,686.90

	 
	
	Station
	
	
	 

	 
	
	Total Industry Labor Costs
	$15,781,084

	 
	
	Support Materials
	
	$4,720,000

	 
	2360
	Total Costs
	
	$20,501,084

	 
	
	
	
	
	 

	Recurring Cost
	
	Job
	Hours
	$ per Hr
	Total $

	
	
	GenlMgr
	10
	$38.96 
	$389.60

	 
	
	IstLineSup
	30
	$25.56 
	$766.80

	 
	
	Mechanic
	60
	$20.25 
	$1,215.00

	 
	
	Total per 
Station
	100
	
	$2,371.40

	 
	
	
	
	
	 

	 
	
	Total Industry Labor Costs
	$5,596,504

	 
	
	Support Materials
	
	$1,180,000

	 
	
	Total Costs
	
	$6,776,504

	 
	 
	 
	 
	 
	 


Note: Initial cost of Support materials is estimated at $2,000 and recurring costs at $500 per station

Table A-2 Large Repair Station Quality Assurance Cost

	Initial Cost
	
	
	
	
	

	 
	No. Repair Stations
	Job
	Hours
	$ per Hr
	Total $

	 
	
	
	
	
	

	 
	
	GenlMgr
	1560
	90.27
	$140,821

	 
	
	IstLineSup
	1560
	42.22
	$65,863

	 
	
	Mechanic
	3120
	30.59
	$95,441

	 
	
	Total per 
Station
	6240
	
	$302,125

	 
	
	
	
	
	

	 
	
	Total Industry Labor Costs
	$10,574,382

	 
	35
	Support Materials
	
	$350,000

	 
	
	Total Costs
	
	$10,924,382

	 
	
	
	
	
	

	Recurring Cost
	
	Job
	Hours
	$ per Hr
	Total $

	
	
	
	
	
	

	 
	
	GenlMgr
	60
	90.27
	$5,416

	 
	
	IstLineSup
	20
	42.22
	$844

	 
	
	Mechanic
	4000
	30.59
	$122,360

	 
	
	Total per Station
	4080
	
	$128,621

	 
	
	
	
	
	

	 
	
	Total Industry Labor Costs
	$4,501,721

	 
	
	Support Materials
	
	$175,000

	 
	
	Total Costs
	
	$4,676,721

	 
	 
	 
	 
	 
	


Note: Initial cost of Support materials are estimated at $10,000 and recurring costs at $5,000 per station.

Table A-3 Total 10-Year Cost of Quality Assurance Program

	Year
	Current $
	Discount
	Present $

	2004
	$31,425,466 
	0.935
	$29,382,811 

	2005
	$11,453,225 
	0.873
	$9,998,665 

	2006
	$11,453,225 
	0.816
	$9,345,832 

	2007
	$11,453,225 
	0.763
	$8,738,811 

	2008
	$11,453,225 
	0.713
	$8,166,149 

	2009
	$11,453,225 
	0.666
	$7,627,848 

	2010
	$11,453,225 
	0.623
	$7,135,359 

	2011
	$11,453,225 
	0.582
	$6,665,777 

	2012
	$11,453,225 
	0.544
	$6,230,554 

	2013
	$11,453,225 
	0.508
	$5,818,238 

	Total
	$134,504,491 
	
	$99,110,045 

	
	 
	
	 


Table A-4 Satellite Repair Station Manual Cost Savings

	Year
	Initial 
Cost
	Annual 
Savings
	Total Cost or 
Savings
	Discount

	Discounted Savings

	1
	($112,548)
	$27,862 
	($84,686)
	0.935
	($79,181)

	2
	0
	$27,862 
	$27,862 
	0.873
	$24,324 

	3
	0
	$27,862 
	$27,862 
	0.816
	$22,735 

	4
	0
	$27,862 
	$27,862 
	0.763
	$21,259 

	5
	0
	$27,862 
	$27,862 
	0.713
	$19,866 

	6
	0
	$27,862 
	$27,862 
	0.666
	$18,556 

	7
	0
	$27,862 
	$27,862 
	0.623
	$17,358 

	8
	0
	$27,862 
	$27,862 
	0.582
	$16,216 

	9
	0
	$27,862 
	$27,862 
	0.544
	$15,157 

	10
	0
	$27,862 
	$27,862 
	0.508
	$14,154 

	Total
	($112,548)
	$278,620 
	$166,072 
	
	$90,442 


Notes:
Initial cost = $412 per satellite x 273 satellite stations


Annual Savings = $102 per satellite x 273 satellite stations

	
	
	
	
	
	
	
	

	Table B1.  Accidents By Part and By Effectiveness Associated With The Proposed Rule on Repair Stations Based On Period July1997-June 30,2003

	 
	
	Total Potentially Preventable Accidents
	Number of Serious Injuries
	Number of Minor Injuries
	Number of Fatalities
	Number of Destroyed Aircraft
	Number of Substantially Damaged Aircraft

	Part 91
	Total
	48
	15
	20
	14
	11
	37

	 
	Average/Year
	 
	2.5
	3.30
	2.30
	1.80
	6.2

	Part 121
	Total
	2
	0
	1
	0
	0
	2

	 
	Average/Year
	 
	0
	0.17
	0
	0
	0.33

	Part 135
	Total
	4
	1
	4
	4
	1
	3

	 
	Average/Year
	 
	0.2
	0.7
	0.7
	0.2
	0.5

	Part 137
	Total
	3
	1
	1
	1
	3
	0

	 
	Average/Year
	 
	0.17
	0.17
	0.17
	0.50
	0.00

	Part 133
	Total
	1
	0
	1
	0
	0
	1

	 
	Average/Year
	 
	0.00
	0.17
	0.00
	0.00
	0.17

	All Parts
	Total
	58
	17
	27
	19
	15
	43

	 
	Average/Year
	 
	2.83
	4.50
	3.17
	2.50
	7.17

	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	

	Table B2.  Values By Part and By Effectiveness Associated With The Proposed Rule on Repair Stations Based On Period July1997-June 30,2003

	 
	
	Total Potentially Preventable Accidents
	Value of Serious Injuries
	Value of Minor Injuries
	Value of Fatalities
	Value of Destroyed Aircraft
	Value of Substantially Damaged Aircraft

	Part 91
	Total
	48
	 $  8,710,500 
	 $    858,000 
	 $  42,000,000 
	 $  6,402,330 
	 $     5,486,915 

	 
	Average/Year
	 
	 $  1,451,750 
	 $    141,570 
	 $    6,900,000 
	 $  1,047,654 
	 $       919,429 

	Part 121
	Total
	2
	 $              -   
	 $      42,900 
	 $               -   
	 $              -   
	 $     4,906,000 

	 
	Average/Year
	 
	 $              -   
	 $       7,150 
	 $               -   
	 $              -   
	 $       817,667 

	Part 135
	Total
	4
	 $     580,700 
	 $    171,600 
	 $  12,000,000 
	 $     582,030 
	 $       478,335 

	 
	Average/Year
	 
	 $       96,783 
	 $      28,600 
	 $    2,000,000 
	 $       97,005 
	 $         79,723 

	Part 137
	Total
	3
	 $     580,700 
	 $      42,900 
	 $    3,000,000 
	 $  1,746,090 
	 $                -   

	 
	Average/Year
	 
	 $       96,783 
	 $       7,150 
	 $       500,000 
	 $     291,015 
	 $                -   

	Part 133
	Total
	1
	 $              -   
	 $      42,900 
	 $               -   
	 $              -   
	 $       148,295 

	 
	Average/Year
	 
	 $              -   
	 $       7,150 
	 $               -   
	 $              -   
	 $         24,716 

	All Parts
	Total
	58
	 $  9,871,900 
	 $ 1,158,300 
	 $  57,000,000 
	 $  8,730,450 
	 $   11,019,545 

	 
	Average/Year
	 
	 $  1,645,317 
	 $    193,050 
	 $    9,500,000 
	 $  1,455,075 
	 $     1,841,534 

	
	
	
	
	
	
	
	


Table B3  Ten-Year Values if Rule Were 100% Effective

	Year
	Personal Value
	Total Aircraft
	Total Undiscounted
	Discount
	Personal Discounted
	Aircraft Discounted
	Total Discounted

	1
	$11,338,365
	$3,296,610
	$14,634,975
	0.935
	$10,601,731
	$3,082,330
	$13.683,702

	2
	$11,338,365
	$3,296,610
	$14,634,975
	0.873
	$9,898,393
	$2,877,941
	$12,776,333

	3
	$11,338,365
	$3,296,610
	$14,634,975
	0.816
	$9,252,106
	$2,690,034
	$11,942,140

	4
	$11,338,365
	$3,296,610
	$14,634,975
	0.763
	$8,651,172
	$2,515,313
	$11,166,486

	5
	$11,338,365
	$3,296,610
	$14,634,975
	0.713
	$8,084,254
	$2,350,483
	$10,434,737

	6
	$11,338,365
	$3,296,610
	$14,634,975
	0.666
	$7,551,351
	$2,195,542
	$9,746,893

	7
	$11,338,365
	$3,296,610
	$14,634,975
	0.623
	$7,063,801
	$2,053,788
	$9,117,589

	8
	$11,338,365
	$3,296,610
	$14,634,975
	0.582
	$6,598,928
	$1,918,627
	$8,517,555

	9
	$11,338,365
	$3,296,610
	$14,634,975
	0.544
	$6,168,071
	$1,793,356
	$7,961,426

	10
	$11,338,365
	$3,296,610
	$14,634,975
	0.508
	$5,759,889
	$1,674,678
	$7,434,567

	Total
	$113,383,650
	$32,966,100
	$146,349,750
	
	$79,629,337
	$23,152,092
	$102,781,429


	Table B 4 Estimated Value of Airworthiness Directives

	Attributable to Repair Station Quality Problems

	 
	
	
	
	 

	AD #
	Cost in 
Base Year
	Estimated Cost in 
2003 Dollars
	
	Discounted 
Cost

	 
	
	
	
	 

	2003-NE-53
	$3,000,000 
	$3,000,000 
	
	$2,805,000 

	98-21-24
	$1,531,320 
	$1,680,440 
	
	$1,180,173 

	98-17-11
	$3,048,765 
	$3,345,660 
	
	$3,128,194 

	95-16-08
	$9,023,000 
	$10,370,350 
	
	$9,374,796 

	 
	
	
	
	 

	Total
	$16,603,085 
	$18,396,450 
	
	$16,488,163 

	 
	 
	 
	 
	 








� Based on interviews with FAA Office of Flight Standards (AFS), Aircraft Maintenance Division, Repair Station Branch


� ARAC for Air Carrier and General Aviation Maintenance: “A Report on requiring a Quality Assurance System in Part 145 of title 14, Code of Federal Regulations” May 2002 page 4


� IBID page 9


� IBID. Appendices C, E, G


� NATA Interview, 21 April 1993, as cited in Preliminary Regulatory Evaluation, December 24, 1997, page 19.


� Based on responses contained in ARAC for Air Carrier and General Aviation Maintenance: “A Report on requiring a Quality Assurance System in Part 145 of title 14, Code of Federal Regulations,” Appendices B, C, G. May 2002.


� IBID


� ARAC for Air Carrier and General Aviation Maintenance: A Report on proposed rule changes to Sections 145.31 and 145.33 of title 14, Code of Federal Regulations,” May 2002, page 24. 


� The regulatory evaluation for the 2001 Final Rule estimated the cost of preparing a repair station manual for small and large repair stations and for repair stations that followed the guidance contained in AC145-3 and those which did not.  The FAA estimated 810 small stations required a total of 30 staff hours at a cost of $729 per manual for those following the guidance to complete the manual and 2,936 stations not following the guidance required 80 hours at a cost of $2,100 per manual. The weighted average cost in 2003 is estimated at $1,649 per manual.  $1649 x 0.25 = $412.


� The savings is based on reducing the number of administrative hours from three revisions per year, each requiring 3 hours of a clerk’s time or a total of 9 hours to 2 ¼ hours at $15.12 per hour.  The estimate of 9 hours is from the 2001 Final Regulatory Evaluation.


� APO Bulletin: Treatment of Value of Life and Injury in Economic Analyses APO-02-1, Feb. 2002
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