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May 5, 1987

The Honorable Guy V. Molinari
House of Representatives

Dear Mr. Molinari:

You asked us to examine several matters relating to the
safety of air carriers used by the Department of Defense
(DOD) to transport U.S. military personnel. This fact sheet
describes the procedures two Department of Transportation
(DOT) organizations--the Office of the Secretary of
Transportation (0OST) and the Federal Aviation Administration
(FAA)--use to register and certify air carriers of the type
chartered by pop.) Earlier, we briefed your office on the
highlights of the 0OST and FAA procedures that must be
completed before an air carrier is allowed to provide air
transportation service under federal aviation regulations
FARs) Parts 121 or 135.2 This fact sheet describes OST's
and FAA's procedures jh greater detail.

TheJFederal Aviation Act of 195§ and implementing
regulations provide that anyone who intends to engage in air
transportation for compensation or hire must obtain (1)
either a registration or a certificate of public convenience
and necessity from OST, depending on the size of the
aircraft, and (2) an air carrier operating certificate from
FAA. Insofar as OST registrations and certificates are
concerned, most air carriers, because they operate smaller
aircraft, require only an OST registration, which generally
has minimal requirements. Carriers operating larger

Tour recently issued report entitled Military Airlift:
Management Controls Over Charter Airlift Need to Be
Strengthened (GAO/NSIAD-87-67, Mar. 6, 1987) addressed your
interests in DOD's bidding procedures and the Multinational
Force and Observers' program to charter aircraft. Your
questions concerning FAA's monitoring of the nation's air
carriers will be addressed in a forthcoming report on FAA's
air carrier inspection program.

2part 121 regulations apply to large passenger and cargo
aircraft--those that carry more than 30 passengers or a
payload greater than 7,500 pounds. Part 135 regulations
apply to smaller aircraft--those that carry 30 or fewer
passengers and a payload not exceeding 7,500 pounds.
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operating certificates. Examples of documents used in these
processes are contained in several appendixes.

We discussed the contents of this fact sheet with OST and
FAA officials, who agreed with the information presented.
However, at the request of your office, we did not obtain
written agency comments on this fact sheet. Also, as
arranged with your office, unless you publicly announce its
contents earlier, we plan no further distribution of this
fact sheet until 14 days from the date of this letter. At
that time, we will provide copies to the Secretary of
Transportation; Administrator, FAA; and other interested
parties.

If you have any questions or if we can be of any further
assistance, please feel free to contact me at (202) 275-
7783.

Major contributors to this fact sheet are listed in appendix
IX.

Sincerely yours,

(3

Herbert R. McLure
Associate Director
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aircraft require an OST certificate of public convenience
and necessity, which has more extensive requirements, These
include an assessment of whether the air carrier has the
resources and capabilities to carry out its proposed air
service. The FAA certificate requirements apply to all air
carriers, and are more extensive than 0ST's. These
requirements include evaluations of an air carrier's
proposed operations and maintenance to assure that the
carrier will operate safely and in accordance with
applicable FARs.

To document the procedures OST and FAA use to determine
whether an air carrier should be granted these documents, we
interviewed officials at OST and FAA headquarters and at
FAA's flight standards district office in Seattle,
Washington. At these locations, we also reviewed applicable
FARs and various DOT, OST, and FAA records. Although we
documented the registration and certification processes, we
did not evaluate how well they were actually being carried
out, nor did we evaluate how well OST monitors registrations
and certifications once they are granted. Our report on
FAA's air carrier inspection program will address how well
FAA's inspection program monitors air carriers after they
receive FAA operating certificates.

In a memorandum to the DOT Assistant Secretary for Policy
and International Affairs dated February 5, 1987, the DOT
Assistant Inspector General for Auditing recommended that
DOT consider transferring the OST air carrier monitoring
functions to FAA. The Assistant Inspector General stated
that

"The separate but parallel processes performed in OST
and FAA have not always been adequately coordinated in
the past. By eliminating organizational boundaries, a
consolidated air carrier monitoring system is possible
with consistent policies which would concentrate scarce
staff resources on more effectively and efficiently
monitoring air carriers.,"

At the time we were completing this fact sheet, the
Assistant Secretary had not responded to the recommendation.

This fact sheet consists of two sections. Section 1
describes the procedures OST uses to issue registrations and
certificates of public convenience and necessity. Section 2
describes the procedures FAA uses to issue air carrier



SECTION

1

APPENDIX

I

II

I1I

Iv

Vi

Contents

OST PROCEDURES FOR ISSUING REGISTRATIONS
AND CERTIFICATES OF PUBLIC CONVENIENCE
AND NECESSITY

Registration and certification
requirements

Management and ownership
qualifications

Compliance history

Financial status

Reliability

Issuance of registration or certificate

Reporting requirements

FAA PROCEDURES FOR ISSUING AIR CARRIER
OPERATING CERTIFICATES
Initial inquiry
Statement of intent
Preapplication actions
Application submission and review
Demonstration phase
Issuance of certificate
FAA monitoring responsibility

Air Taxi Operator and Commuter Air
Carrier Registration and Amendments
Under Part 298 of the Regulations of the
Department of Transportation

Certificate of Insurance

Certificate of Public Convenience and
Necessity for Interstate and Overseas Air
Transportation (OST)

Preapplication Statement of Intent (FAA)

Application for Air Carrier/Commercial
Operator Certification Under FAR 135 (FAA)

Sample FAA Certification Checklist (Part 121)

Page

(=) SRR « )}

10
11
1"
12

14
14
14
16
16
18
18
18

20
22

24

25

27

28



SECTION 1

OST PROCEDURES FOR ISSUING REGISTRATIONS AND

CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY

The/Federal Aviation Act of 1958, as amended (49 U.S.C. 1301
et seqy), and implementing requlations provide that any air carrier
intending to engage in air transportation for compensation or hire
meet certain registration or certification requirements established
by OST. For the majority of air carriers, the OST requirements are
minimal. Requirements for the remaining air carriers, mostly those
flying the larger aircraft or offering scheduled passenger service,
are more extensive and include an assessment of whether the air
carrier has the resources and capabilities to carry out its
proposed air service.

Within OST, the Office of Aviation Analysis is responsible for
assessing each carrier's application. If OST finds that a
carrier's application and supporting documentation satisfies its
requirements, it issues either a registration or a certificate,
depending on the size and capacity of the carrier's aircraft.

REGISTRATION AND CERTIFICATION REQUIREMENTS

Air carriers proposing to operate aircraft with more than 60
seats or with a payload capacity of 18,000 pounds or more are
required to obtain an OST certificate of public convenience and
necessity. Those proposing to only operate aircraft with 60 or
fewer seats and with a payload capacity of less than 18,000 pounds
are exempt from the certificate requirement and usually need only
obtain an OST registration. The 60-seat and 18,000-pound criteria
are carryovers from a Civil Aeronautics Board definition adopted by
OST when it assumed the Board's airline certification and
registration responsibilities on January 1, 1985. The Chief, Air
Carrier Fitness Division, Office of Aviation Analysis, estimates
that about 6,000 air carriers are registered with OST and about 250
air carriers hold OST certificates.

According to the Chief, Regulatory Analysis Division, the
primary objectives of OST's registration requirement are to assure
that OST has pertinent information on file concerning these air
carriers and that the carriers have at least the minimum required
amount of liability insurance. To accomplish this, OST requires
applicants to submit a registration application (see app. I) along
with a Certificate of Insurance. (See app. II.) Applications are
to be completed by the air carrier and signed by a responsible
officer. The Certificates of Insurance are to be completed and
signed by an officer or authorized representative of the
applicant's insurance company. If these forms are properly
completed, the information is consistent between the two forms, and



the applicant meets minimum insurance reguirements, the
registration form is stamped with an effective date authorizing all
operations. However, for registration applicants proposing
commuter operations, such operations will not be authorized until
the applicant's fitness has been determined.! Information on
registration applications is generally not verified unless the
applicant (commuter) receives a fitness assessment or if there is
an obvious problem with the information on the form.

OST's procedures for certifying air carriers are similar to
those for registering commuters; that is, in addition to assuring
that the carrier's application is properly completed and that the
carrier has appropriate insurance coverage, OST also assesses the
applicant's fitness. 1In its fitness assessment for both
certification applicants and commuters, OST primarily focuses on
the carrier's (1) management and ownership qualifications, (2) past
compliance of the carrier, related companies, and the carrier's key
personnel with relevant aviation and other federal laws, and
(3) financial condition. For commuters proposing to replace an
incumbent carrier which DOT relies on to provide essential air
service, OST also assesses the carrier's reliability.2

‘ All applications must be accompanied by an application fee--$8
for air carriers applying for a registration and not requiring an
agsessment of resources and capabilities, $670 for commuters
applying for registration, $670 for carriers applying for
cartificated domestic all cargo service, and $850 for air carriers
applying for domestic or international passenger service or
idternational cargo certification. The major steps in OST's
agsessment process are shown in figure 1.1,

1A commuter air carrier is defined as a carrier which (1) operates
a#rcraft designed to have no more than 60 passenger seats and (2)
carries passengers on at least five round trips per week on at
lfast one route between two or more points according to published
flight schedules which specify the times, days of the week, and
places between which they are performed.

2'I‘he Congress, as part of the Airline Deregulation Act of 1978,
(Public Law 95-504) established a 10-year essential air service
subsidy program to ensure that small communities will have access
to the nation's air transportation system during the transition
périod to deregulation,



Figure 1.1: OST Procedures for Issuing a Registration for
Commuters or a Certificate of Public Convenience and Necessity

Applicant submits to OST an application for a registration or certificate of public
convenience and necessity (Including information on aircraft fleet, key personnel, and
owners)

OST reviews three main areas:
~—Management and ownership qualifications
- identity, qualifications, expertise, and responsibilities of key officials
- citizenship and amount of stock held by key officials
« other Interests or positions held by key officlals
~Past compliance with aviation and other federal and state laws
- description and status of any complaints, enforcement actions, or violations
- description and disposition of any fraud, felony, antitrust, or deceptive
business practices
- assessment of consumer complaints
+ review of any avistion accidents or incidents
~Financial condition
- evaluation of financial statements for the past 3 years
+ review of any liens, recent issuance of stocks/bonds, disposal ot major
assets, and overdue liabilities
+ review of projected capital needs and forecasted financial statements

OST issues registration or certificate of public convenience and necessity after
reviewing required documentation and determining that the applicant is capable of
performing the service it proposes



MANAGEMENT AND OWNERSHIP
QUALIFICATIONS

To assess an applicant's management qualifications, OST
requests the applicant to submit data on the identity,
qualifications, expertise, and assigned responsibilities of key
management personnel. Key personnel include tne president, vice
presidents, directors of operations and maintenance, and the chief
pilot.

NST also reviews data submitted by the applicant on the amount
of the carrier's stock held by such key officials and the
officerships, directorships, and stock (if 5 percent or more) or
other interests each key official holds in any other airline or
organization substantially engaged in the business of aeronautics.
Evidence must be provided to OST that the applicant is a U.S,
citizen and, if the applicant is a corporation, whether it was
organized under U.S. laws or the laws of any state, territory, or
possession of the United States; whether the president and at least
two-thirds of the board of directors and other managing officers
are U.S. citizens; and whether at least 75 percent of the voting
interest is owned or controlled by citizens of the United States or
one of 1its possessions.

| According to OST's Assistant Chief, Air Carrier Fitness
Division, OST's assessment of an air carrier's management and
awnership qualifications is based principally on the reviewer's
subjective judgment of adequacy and a comparison with prior OST
determinations of the management capabilities of other air
gdarriers. The Chief, Air Carrier Fitness Division, stated that OST
generally uses no explicit, written, or other oObjective criteria or
guidelines for judging the qualifications and expertise of an air
carrier's key personnel or for assessing the type and quality of
past management and ownership experience. However, for the
positions of chief pilot and directors of operations and
maintenance, OST relies on FAA's criteria for assessing whether the
persons in these positions are qualified.

COMPLIANCE HISTORY
| OST determines how well the applicant, related companies, and
he applicant's key personnel have complied with aviation and other
ederal and state laws, rules, and regulations. OST's objective is
O assure tnat the applicant and the key management
fficials do and will abide by the laws, rules, and regulations
dJoverning their operations and that management is diligent in
maintaining safe operations.

OST reviews any enforcement actions taken by DOT, FAA, or the
Civil Aeronautics Board against the applicant, relevant



corporations,3 and the applicant's key personnel or persons having
a substantial interest in any of these companies within the
preceding 10 years. OST also reviews the nature and the
disposition of any fraud, felony, or antitrust violations and any
unfair, anticompetitive, or deceptive business practices involving
the applicant within the past 10 years. It also examines any
consumer complaints filed with state public utilities agencies or
with other consumer complaint offices in any state in which the
applicant or any relevant corporation operates. Finally, OST
reviews the circumstances of any aviation accidents or incidents
involving the applicant or any relevant corporation during the past
7 years.

As with the assessment of an applicant's management and
ownership qualifications, OST reviewers use extensive judgment
rather than objective criteria to assess the guality of the
applicant's past compliance with federal and state laws and the
likelihood of future compliance, according to the Assistant Chief,
Air Carrier Fitness Division, OST.

FINANCIAL STATUS

Another area 0OS7T assesses is the applicant's financial
condition. This includes an evaluation of the applicant's balance
sheets and income statements and those of all relevant corporations
for the 3 most recent calendar or fiscal years. The applicant must
disclose to OST any liens or encumbrances, identify major financial
commitments (e.g., issuance of bonds or stocks, or the sale or
exchange of major assets) made within the last 6 months, disclose
any liabilities more than 60 days past due, and describe any
contingent liabilities or any significant financial events
occurring after the most recent financial statements. OST also
reviews the applicant's projected capital needs for commencing
operations, including the basis for the estimate and the proposed
form and source of capital, and a forecasted balance sheet and
profit and loss statement for the first normal year of operations.

According to the Assistant Chief of OST's Air Carrier Fitness
Division, the review of an applicant's financial condition is the
only key area where OST reviewers are provided some assessment
criteria or guidance. She added, however, that even the financial
criteria are limited. For example, using industrywide operating
costs for specific aircraft types, OST assesses the reasonableness

3nRelevant corporation" is defined by OST as " . . . the company,
any predecessor of the company (including any company in which any
directors or principal officers once had a substantial interest or
any company whose operations were acquired by, or merged with, the
applicant), any organization which has a significant financial or
managerial influence on the company, and any subsidiary of the
company."

10



ot the applicant's projected operating costs in such areas as fuel
and maintenance,

RELIABILITY

For commuters proposing to replace an incumbent carrier that
DOT relies on to provide essential air service, OST performs an
assessment of the air carrier's reliability. According to the
Chief of the Service Analysis Division, Office of Aviation
Analysis, to assess the carrier's reliability, OST reviews several
indicators of the carrier's reliability including the carrier's
fuel arrangements and its history of completing scheduled flights
if it has in the past engaged in scheduled passenger service.

ISSUANCE OF REGISTRATION
OR CERTIFICATE

When all material issues of fact in the fitness assessment
appear to be resolved, OST issues an order tentatively finding the
applicant fit to perform the service it proposes and publishes a
notice to this effect in the Federal Register. Interested parties
are asked to "show cause" why the tentative finding should not be
finalized. 1If no objections are filed within an allowed time
period, generally 15 days, OST issues an order finalizing its
findings and grants the registration or certificate. (See apps. I
and III.) 1If objections are received, the applicant is given the
opportunity to respond to them., After reviewing the applicant’'s
response, O3T determines what further procedural steps, if any, may
bé warranted, including submlttlng the case for hearing before an
admlnlbtratxve law judge prior to OST's issuance of its final
decxsxon on the appllcatlon. All OST decisions regarding

applications for air service to foreign points must be approved by
the President.

! Where an application itself raises substantive questions of
fbct, is controversial, or presents complex issues, OST will issue
an order setting the case for a hearing before a DOT administrative
law judge. After a public hearing is held and briefs are filed by
the applicant and OST staff, the judge reviews the submitted
ipformation and issues a recommendation to OST on the applicant's
cbpability to provide the proposed service. After reviewing the
dege s recommendation, OST issues a final decision on the

application and either grants or denies a registration or a

rtificate.

If an applicant does not currently hold an FAA air carrier
operating certificate, the effective date of the OST registration
or certificate occurs after the applicant receives an FAA
certificate and presents it to OST. 1In addition, if the applicant
does not obtain the required FAA authority and does not institute
commuter or certificated air transportation services, as the case
may be, within 1 year of being found fit by OST to do so, its

11



authority to operate such service will be terminated automatically
at the end of 1 year. On the other hand, if a company starts its
certificated or commuter service within 1 year and subsequently
ceases service, it has 1 year from the date of cessation to
recommence service or its authority to operate such service will be
terminated automatically 1 year after the date of cessation. Any
carrier proposing to recommence service within 1 year must file a
notice and updated fitness information with OST.

REPORTING REQUIREMENTS

OST cercificated air carriers and registered commuters are
subject to several reporting requirements. Certificated carriers
are required to submit periodic passenger traffic reports and
financial statements to OST. Registered commuters submit the
passenger reports but not the financial data. All certificated and
commuter alir carriers must also report to OST any substantial
change that takes place in its operation (e.g., new owners or a
major change in the management team), according to the Chief, Air
Carrier Fitness Division. OST uses this information for a variety
of purposes including monitoring air carriers' continued fitness.
OST is responsible for monitoring air carriers' fitness and can
revoke a carrier's authority to operate if it finds the carrier is
no longer fit. The information submitted by the air carriers is
also used by OST to update its files and for statistical and
analytical purposes. Registered noncommuter air carriers are also
required to inform FAA of changes to information on its
registration.

DOT's Inspector General has found that OST has not adequately
monitored air carriers. 1In February 1986, the Inspector General
reported that OST generally d4id not review a carrier's continuing
capability to provide air transportation unless a significant event
had been brought to OS5T's attention by external sources (e.g.,
airline employees, customers, competitors, FAA, or the media). The
Inspector General concluded that OST was performing its continuing
monitoring responsibilities in a reactive manner rather than by
developing performance standards and then using available
information from the carriers to assess performance and identify
problems for closer surveillance. 1In response to these findings,
according to the Chief, Air Carrier Fitness Division, OST
established and is further developing a program to regularly
monitor the continuing fitness of air carriers and to inform FAA of
air carriers having financial or other problems. FAA uses this
information to determine if closer surveillance of these carriers
or other action is necessary.

On February 5, 1987, the Assistant Inspector General for
Auditing recommended that the Assistant Secretary for Policy and
International Affairs consider transferring the OST air carrier
monitoring functions to FAA. The Assistant Inspector General
stated that

12



"The separate but parallel processes performed in OST and FAA
have not always been adequately coordinated in the past. By
eliminating organizational boundaries, a consolidated air
carrier monitoring system is possible with consistent policies
which would concentrate scarce staff resources on more
effectively and efficiently monitoring air carriers."

At the time we were completing this fact sheet, the Assistant
Secretary had not responded to the recommendation.

13



SECTION 2

FAA PROCEDURES FOR ISSUING

AIR CARRIER OPERATING CERTIFICATES

In addition to the registration or the certificate of public
convenience and necessity it must receive from OST, an airline
cannot operate until it receives an FAA air carrier operating
certificate. The major steps in the FAA certification process for
air carriers proposing to operate aircraft under Parts 121 and 135
of the FARs are shown in figure 2.1 and described below.

INITIAL INQUIRY

An applicant's initial FAA contact may be in writing or in
discussions with district office personnel. District office
inspectors review the applicant's proposed plan, discuss applicable
regulations, and make a preliminary determination of the adequacy
of the proposal. The applicant is notified of any changes needed
in its proposal.

STATEMENT OF INTENT

Applicants proposing to operate aircraft under Part 121 then
submit a preapplication statement of intent (see app. IV), which
includes a description of the proposed operations, identification
of key management officials, and information on the type and number
of aircraft to be used. Applicants proposing to operate aircraft
under Part 135 submit a letter describing the proposed operations
and containing information similar to that on the preapplication
statement. FAA reviews the statement or letter and notifies the
applicant of any needed changes.

14



Figure 2.1: FAA Procedures for Issuing an Air Carrier
Operating Certificate

Applicant writes FAA or contacts FAA district office about planned operations

District office makes a preliminary determination of the adequacy of the proposal

Applicant submits a preapplication statement of intent (letter of intent for
Part 135) including Information on:

—proposed operations

~key management officlals
—type and number of aircraft

District office selected to conduct remainder of certification process

District office selects at least three inspectors to carry out certification
actlvities; inspectors hold preapplication meetings with applicant

Applicant submits formal application letter (FAA Form 8000-6 for Part 135)
~must be submitted no later than 60 days before planned commencement of
opersations (not a requirement for Part 135)
—~describes in greater detail the responsibilities of key management officlals;
operations, maintenance, and training programs; and emergency evacuation
procedures

] | 1
qu‘trlct office reviews the application and District office reviews applicant’s demonstrated
related documents for compliance with rules performance
regulations, and policies, including —aircraft proving flights
~maintenance program —emergency evacuations

~maintenance manuais
—~weight and balance control
~minimum equipment list
—~operations specifications

1

FAA issues an air carrier operating certificate after the applicant has met all
requirements

15



" PREAPPLTCATION ACTIONS

After notifying the applicant of needed changes, FAA selects a
district office to conduct the remainder of the certification
process. The district office selected is usually the one closest
to the applicant's base of operations and maintenance where there
are qualified inspectors available. The office selected may be the
one first contacted by the applicant or a different one, according
to FAA's Manager, Air Carrier Branch, Office of Flight Standards.

The district office assigned to certify the applicant selects
three or more inspectors to carry out the certification activities.
Generally, FAA assigns a separate inspector for each of the
following areas: operations, maintenance, and avionics. Usually,
the certification inspectors will subsequently be assigned to
inspect the carrier after it begins operations. The assigned
- certification inspectors hold preapplication meetings with key
- carrier officials.

APPLICATION SUBMISSION AND REVIEW

No later than 60 days before the planned start of aircraft
operation under Part 121, the carrier must submit an application
letter to FAA explaining, in greater detail than the preapplication
statement, its proposed operations. Carriers planning to operate
aircraft under Part 135 complete an air carrier operating
certificate application (see app. V), although the 60-day provision
does not apply. Applicants are also required to provide
information to FAA on such matters as responsibilities of key
management officials; operations, maintenance, and training
programs; and emergency evacuation procedures.

District inspectors review the application and associated
documents for compliance with FAA rules, regulations, and policies
and visit the carriers' facilities. If any problems are detected,
the affected documents are returned to the applicant for
correction. (See sample FAA certification checklist, app. VI.)
The following are significant areas reviewed by the district
inspectors:

-- Continuous airworthiness maintenance program: The
maintenance program 1s to contain procedures for ensuring
that maintenance and inspections are performed by competent
personnel in accordance with the air carrier's maintenance
manual. The program includes the designation of
maintenance and other items which must be inspected. These
may include flight control equipment, major structural
comoonents, and navigational eguipment.

-- Maintenance manual: The manual is to provide policies,
procedures, and technical guidance to ensure that federal
requlations are fully met and are adequate for an airline's

16



maintenance personnel to carry out their duties. It is to
include copies of work forms; a schedule of maintenance and
inspection intervals; and a description of the duties of
maintenance, alteration, and inspection personnel.

Weight and balance control: FAA district inspectors assess
the adequacy of an applicant's aircraft-loading procedures
for assuring that authorized weight and balance limitations
are not exceeded.

Management personnel: FAA district inspectors evaluate the
qualifications of an applicant's personnel for the proposed
operation. This includes the qualifications of an
airline's director of maintenance and chief inspector.

Minimum equipment list: Federal regulations permit
airlines to operate aircraft with certain items or
components that are inoperative if an acceptable level of
safety can still be maintained until repairs are
accomplished. The list which identifies such equipment is
called the "minimum equipment list," which FAA district
inspectors must review and approve.

Operations specifications: FAA district inspectors review
and approve various operations and maintenance functions.
Included are basic route authorizations and limitations and
the approval of time intervals for maintenance, overhaul,
and inspection activities. (See sample page of operations
specifications for en-route flight procedures, app. VII.)
The operations specifications form part of the air carrier
operating certificate and set the terms, conditions, and
limitations under which the carrier must operate.

Contract maintenance: FAA district inspectors evaluate an
applicant's contractual arrangements, if any, with other
organizations. The assessment examines

-- whether an entity contracted to perform maintenance has
the capability to do the work in accordance with an
airline's FAA-approved maintenance program,

-- whether procedures exist for maintaining and
transmitting records between the contracting parties,
and

-- whether an airline's maintenance manual describes the

procedures for administration of the contract and
identifies and describes all contracts.

17



DEMONSTRATION PHASE

Before FAA issues an air carrier operating certificate, the

~applicant must demonstrate to the FAA district inspectors that its
raircraft and personnel can operate in accordance with its
"documented procedures, according to FAA's Manager, Air Carrier

Branch, Office of Flight Standards. Demonstrations include
aircraft proving flights and emergency evacuations.

' ISSUANCE OF CERTIFICATE

Once FAA is satisfied that the applicant has met all
requirements, FAA issues an air carrier operating certificate to
the applicant. (See app. VIII.) The operations specifications
issued as part of the certificate specify the terms, conditions,
and limitations of operation, and indicate whether the carrier is
being certificated to operate aircraft under Part 121 and/or

~Part 135 of the federal aviation regulations.

Together with OST's registration or certificate of public

' convenience and necessity, the FAA certificate permits the air
i carrier to begin commercial operations.

If a carrier certificated to operate only small aircraft under
Part 135 subsequently acquires aircraft that can carry more than 30
passengers or a payload greater than 7,500 pounds (i.e., Part 121

~aircraft) FAA must reassess the carrier's capabilities and

resources and, upon approval, issue the carrier an amended set of
operations specifications which also covers Part 121 operations.
FAA does not, in such cases, issue a new or amended air carrier
operating certificate.

‘FAA MONITORING RESPONSIBILITY

After issuing an air carrier operating certificate, FAA is
also responsible for monitoring a carrier's operations to help
ensure that the carrier is safe and that its aircraft are properly
maintained. FAA carries out this responsibility by conducting a
variety of inspections of a carrier's personnel, aircraft,
maintenance, and other aspects of its operations. Responsibility
for conducting safety inspections lies with FAA's nine regional
offices and their 90 district offices located throughout the United
States,

In 1985, at the request of the Chairman, Subcommittee on
Aviation, House Committee on Public Works and Transportation, and
the Cnairman, Subcommittee on Transportation, House Committee on
Appropriations, we began a comprehensive review of how well FAA
carries out its responsibility to monitor air carriers' operations.
In May 1986, we testified before the aviation subcommittee on the
preliminary results of our review, stating that FAA's air carrier

18



inspection program was often insufficient to identify major safety
problems or to ensure that the problems are corrected once they

are identified. Our forthcoming report will discuss, in greater
detail, the effectiveness of FAA's inspection program, what actions
FAA is taking to improve it, and what more FAA needs to do to
ensure that air carriers are complying with safety regulations.

The following appendixes contain examples of forms used by OST
and FAA 1n the registration and certification of air carriers.
Forms included are preapplications, applications, certificates of
insurance, examples of certificates, and FAA certification
checklist, and a sample excerpt from an air carrier's operations

specifications.

19



APPENDIX T

APPENDIX I

Approved by OME
OMS No. 3024-0008
Expires 12.21.04

omce s ve AIR TAXI OPERATOR AND COMMUTER AIR CARRIER

o Famoonanon REGISTRATION AND AMENDMENTS UNDER
PART 298 OF THE REGULATIONS

OF THE DEPARTMENT OF TRANSPORTATION

FOR USE 8Y DOT ONLY

INSTRUCTIONS: Please submit this form in duplicate to Department of Traasportation,

20590 I thus 1s an iual repastaiion for axr taxs servics, encioss an 38 fee (check, draft, or
postal maney order) payable to DOT. The fee for imitial cegastrations [or commuter (ie.
scheduied passenger) service 1 $670. Thers 1s no filing fee for amendments (o informaton
previously fUed. except when changing status (Tom an ar tax) operstor (0 8 commuter air
carner [n such cases, & fee of 3670 4 requured.

Liensing Divinon, P4, Office of Avision Operations, 400 7th Strest, $.W., Washington, D.C.

Etfective date of registration/smendments

1. Name and Maling Address of the Registering Carrier:

2. Address of principal place of business (if different from above), and the
carrier’s Ares Code and Telephone Number:

3. Federal Avistion Administration
certificate number (if any), and address
and telephone number of local FAA
office:

4. |s this filing the carrier’s:

I1f iminial registration, give proposed date of commencement
of operations

G Instial Amendmaent to reflect changes
since previous filing

service the carrier 13 currently performing:

Postal Service contract

operated pursuant 1o pudlished ¢1ight schedulcs which specify the times. days of the
thighty are gRrtormed 1 not aiceady sudbmitied. a copy of such scheduies, or prup

§. Check type or types of service the carrer intends to perform upon commencsment of operations, or, for amendments,

D * scheduied Dassenger D on-demand passanger
D scheduied cargo D on-<demand cargo
mail under a U S. D **other

*Check only if service 15 ot at least five ($) round trips per week ON 3t least ONE rOULE Between two Or more points and Is
week . and placcs between which such
4 nad i lne

hould be enclosed with

this regustration

the operstions are seasonal, it shouid be indicated here.

**lur exsmpie if the carnier performs air ambulance operations, or fire fighting operations for the U S. Forest Service. or if

OfT Form 4807
(Pormerty CAQ FPorm 299 A)
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APPENDIX I APPENDIX I

owned or controlled by U.S. citizens.

[ ves CJno

'§. Aircraft which The Carrisr ProSOSSs t0 OPErate in dir tBXi OF commuter 7. 1s the registering carrier a U.S, citizen?

T servics or, for smendmaents, aircraft currently operated: ) NOTE: Under the Federal Aviation Act a
3 : " corporation is 8 U.S. citizen only if the

1 Airersft FAA Registration Passenger president and two-thirds or more of the

1 Type/Make Numbet inyrailed® officers and directors are U.S, citizens

‘ . and 79 percant of the voting interest is
.

2
3 8. If this is an smendment, state whether the
’ carrier has carried passengers in foreign
sir transportation, thet is, between any
. point in the United States and any paint
outside thereof, during the past 12 months:
S.

‘ {Add sdditionsl sheets it necessary) D YES D NO
_*This does not include seats occupied by the pilot or co-dilot uniess the
" lgtter is availabie for passenger use.

io. {(For use in reporting any changes or amendments to information previously filed).
[

a. Change «n carner’s ngme and/or sddress:

b. Description of any other changes or amendmaents:

lro. Certitication

| certify that the information contained in this app1CILION 1§ cOMPiete and accurate to the best of my knowiedge. It
oDerating a8 & commuter air carner of In fOreIQN i1 traNSPOrtation or PArtiCINAtING in an interiing agreemant, the carrier
bscribes to Agreement 18900 (included as Appendix A to 14 CFR Part 203 of DOT reguiations), and n accordance
with that Agreerment agrees that a liability lirmit of not less than $75.000 shall apoly under Articie 22(1) of the Warlaw
Convention for passenger (njury or death :n internationgl transportation as defined in the Convention.

Signature:
{08 nOte)

Date: Name:

(Plesas tvpe)

Place: Title:
(City and State)

NOTE: This regatration must be signed by a resdonsibie oHficer, such as the Premdent, Vice President, Secretary or
Tredburer, or partner or owner of the carrier
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APPENDIX II APPENDIX II

UL Demartmers of

Dorapartonon [ h"u-o.m'l
..

Ot o he Socas » " "

NOTE: THIS FORM (8 TO BE COMPLETED BY AN OFFICER OR AUTHORIZED REPRESENTAYIVE OF THE INSURANCE COMPANY

CERTIFICATE OF INSURANCE

AIR TAXI OPERATOR POLICIES OF INSURANCE FOR AIRCRAFT BODILY INJURY
AND PROPERTY DAMAGE LIABILITY

THIS CERTIFIES THAY:

{insurer}

(Neme end sddrew of Insurer}

e 1ssued 8 policy of policiss of Aircraft Lisbility to
TName ond

sddress of Ingured Air Taxi Operstor)

(Nemed insured)

olfective from untit ten (10) days atter written notice from the Insurer

of the intent 10 WIMinate Coverage it received by the Depertment of Trensportation.

The Insurer (check one)

D i hioonsed to issue sircraft insurance policies; or

D " on 8pProved surplus line insurer in the Swate(s) of

The Insurer sssumaes, under the policy or policies listed Below, sircraft lisbility insured to minimums ot lesst squel o the following during
Operstion, meintenance or use Of Bircraft in “air transPOrLation’’ 88 that term is defined in the Feders! Avistion Act of 1988 (check one):

[
I

! D Seperete coverages
Minimum Limit

! Policy No. Type of Ligbili Egch Person Esch Occurrence
Boduly injury Lisbility Excluding Passengers $75,000 $300,000

| Possenger Bodily Injury Lisbitity 75,000 $75,000 x 78% of

i total number of

| PONENger 8oty

| . instalied in the sircraft.
i Property Demege $100,000

D Combined Covarsge:  Policy No.:

This combined coverage is » single limit of liability for asch oecurrence st lesst squs! 10 the required minimums stated sbove for bodily injury
ud gers, pesssnger bodily injury, end property demage.

O8T Form 4821
(Pormeriy CAB Form 287)
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APPENDIX II APPENDIX II

The pelisy or policies lissed in this sertificete insure (aheek one):

() operstions conducred with e titoming tvoe of areret

Dwuim ducted with the ing ol

FAA Menufscturer's FAA Manufacturer’s
Registration Yvpe Registration Type

. Each poi.y tsted 0 thy ceruticate has been smended by stischment of a Standerd Endorsemant Form OST Form 4822, formerty CAB
' Fa:m 282, and 8001 NOt COVEr OPRIBLIONS $3CHPT

of the

|
i 131 10 the J009100N T ares OF operations 981 forth in the Operations Specitications 1ssued by the FAA in § ion with its #
AYCO opersting ceruficate 1o the air taxi operator listed on page 1 of this certificate (specity spplicabis geographic sress)

! @ she tpllowing operations

{Specity arsa,
~TName of Ineurer)
{Neme of Brokaer, if spplicabie)
[ (Address of Broker)

{Oftiosr, or suthorized representative of insurer or broker)
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APPENDIX III APPENDIX III

g | N

@ertificate of JPublic Conuenience and Necessity
for
Interstate and Duerseas Air Transportation

This certifics that

is authorized, subject to the provisions of Title IV of the
Federal Aviation Act of 1958, as amended, the orders,
rules, and regulations issucd thereunder, and the
attached terms, conditions, and limitations, to engage in
interstate and overseas air transportation of persons,
property and mail.

This certificate 18 not transferable without the approval
of the Department of Transportation.

By Dircctlon of the Seerctary
Issucd by Order
On
Effective on

Q- 0402 988) J
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APPENDIX IV

APPENDIX

SAMPLE

PO AQETUY

il

Preappilication Siatemant of Intent

QM Ne !'”-QTI

Section |

Y Propesnd Comgpany Nawe
- XYZ Arlines

a%a
ABC Airlines

2 Propossd Adoees

Prapeass Teluphane taamber

Gueness OMice
12) Wilson Dr. Lamore, Texas 27842

(207) 301-2492

Operations Base
Mangar 6 Lemore IAP, Texas 27842

(207) 301-3100

Menionance Base
SZne as abxwve

(207) 301-3110

3 Koy Management Perspnnet: Name

Coruftagies and Ratings Telaghane Muavber

Prenoem
Mr. Barry Brown

ATP MEL B-727 (207) 301-2492

Director of Muntenancs
Mr. John Wilson

ATP MEL OC-9 (207) 301-3114

Oirector of Onersnigng

Mr. Larry Smath

ATP MEL C-9 (207) 301-3102

4. Propensd Type of Operetion.

Pan 121 O Fisg
O AuCergo

Pat 138, O On Demand
Q anCergo

3 Arr Carrer Opersting Certiticate
O Opersting Cernticate

K Oomestic O Suppiemental
0O Commaercial Operator

Q Commuter
0 Commerciat Operator

§ Propousd Goographies Ares of intondng Operetions:

Cities yet to be detarmuined

Texas, Oklahoma, Colorado, New Mexico, Arizona

6 Propesed Type(s) ang Mumber(s) of Areren Number of Sesi or Lovd Capabitty
DC~9, (=10 Series S0 _seats each

= Tian o Opovenars Ovew,
Octobar 1, 1984

PAA Form 00004 o
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APPENDIX IV APPENDIX IV

SAMPLE

unn-v.ﬂ_---m

¥e are plamnimg to provide jet sarvice to cities which either have no service at all
or is limited to mmall aircraft. Routss would be flown to the closest major ALrports

in that area.
[ Moauosiod Tives Loer Company WDnSRer
ABC
This statement denotes an intent 10 OdIan FAA certification as an a7 Carner Of COMMercial 0perstor.
Moo ond Taie Sgnatlure Dase
Barty Brown, Presidant, ABC Airlines Berry Brown 16 April 1984
Section 1l - To be compieted by the FAA aistrict office .
[Resenes vy (omine emes; : Oumte
ASO=-FSDO- 131 April 18, 1964
Remares

The applicant appsars to be adequately organized to meet the proposed start up date.

Oete forwerdsd » repens: oFan
peri 20, 1984
Section it - To be completed dy the FAA regional ollice
Wy (ragean} Ome
April 23, 1284
Comvirngtion Gate wwid AVN-120 Pro-Coruheaton Number sangred
125, 1984 ABOQ 508
DWtngt 6Men(s) a50ngrus SONMamIe PSRty Dete ferweresd 19 demst gthes
FSDO-31 April 27, 1984
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APPENDIX V

APPENDIX V
7™ Mo corohesss mey be isusd untess & compiemd STTTTT ST T TTTT T T m T T e e e
applioation form has been received (14 C.F A 138).
s Deporvnens APPLICATION FOR AIR CARRIER/COMMERCIAL OPERATOA 3‘%"&";;«
of Saraporanon CERTIFICATION UNDER FAR 138 o )
Pogurel Sntation
Aduirtstration
Sulimit in triphcate (3) 10 FAA District Oftioe 3. OPERATING AS
Y (°X" a ppicebie bos) O NOIVIOUAL D PARTNERSHP® ) CORPORATION
O BUANCE O AMENOMENT OF CERTIFICATE Q) OTHER (Specity): v | ~o
ICANT M. US CITIZENSHIP AS DEFINED IN FAR 138
[2a. PROOF OF REGISTRATION (CAS Part 209)
34 HOLD A COMMERGIAL OPERATING CENTWIGATE
(N *Yeu,* stete Roguiation(s | under which isssmd).
TRLEPHONE (inciuele ares cose)
3. PRINCIPAL OPERATIONS BASE (Avport Cly, Stem) 4. PRINCIPAL MAINTENANCE SASE (Arport, City, Stem)
5. naME OFf O OMMECTOR OF OPERATIONS [ Crugr mLOY & NAME OF [] OMECTOR OF MAINTENANCE O cues
MECHANIC
(Inehse® aree cOM) PHMONE (Al r9e 0OUS )
. OPERATION AUTHORMZATIONS REQUESTED ( Use s808rsme e o7 6ach Gt suinorg. reguested | 8. AREA OF OPERATION
PARSEam D CONTINENTAL
g i gls Vs
HH P HEHAE 1HHF
ele » . O SPECIFIC AREAS
O INTERNATIONAL
(List counnes)
9. AIRCRAFT TO BE USED (List 0ne avtralt only i e8ch Calegory and ciass)
W" EOUIPPED FOR
ASGETRATION CATEGORY (“X™ appiicable nerms)
NUMBER MAKE moOoeL ANO CLASS WH?"‘,',"" VFR A
(2557, | OAY [MiGwT| DAY | niaHT
| cortty these statermerits and the srachrment) Nereld &8 rus and Correct.
15. CERTIACATION [SIGNATURE OF APPLICANT Tm.g DATE
AECORD OF ACTION—FOR FAA USE ONLY
1. INBPECTOR'S AECOMMENDATIONS (7 a0grtrOne! 80808 8 '9Qured. sNech § 1 10' " sheet of paper)
13 INGPRCTORS OPERATIONS MAINTENANCE AVIONICS
SIGNATURES
APPROVAL COMMENTS
ACTON
CERTWICATE
NO. BSURD:
: MONATURE T OATE
PAA Porm 85808 (12-63)
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|Date issued, |
jscheduled,
Isubmitted,
lor requested

ACTION ITEMS

IDate accomplished, |
|

laccepted,
|approved,
lor forwarded

Section 1: Before Pormal Application Meeting
| Preapplication Statement of Intent

|
|
|
2
|

T Preapplication Meeting

T Applicable FARs to Applicant

" | TCertification Checklist to Applicant

| Standard Operations Specifications to Applicant

| Pormal Application Meeting

— ——

——

: Section 2: After Formal Application Meeting

— —— o —_ P S

- ——— g

T Ver

e ——— e e e ip = = —— —— e o —— ——

o 1 FAA Approved Airplane Flight Manual
|_Company Aircraft Operations Manual

— = —— ——— — —— 2t s e D e et ) e s e e o et ‘e, D et s D e e e e T . —— —— ——— ——— —— " — i =

| Authorized Signature Letter (1f required)

——— . o ——— . " S =

T List of Crewmembers/Qualifications

T |_ Compliance Statement Complieted T

—————— A — ———— - ————

Station Manager's Manual

Training Manual (Aircrew, Dispatcher, etc.)

Q
m
b
ho ®
”~
Y]
pa—
o
b5
®
~
[-Y}
(g
-
o
=]
[/]
x
[
=
[ =4
[+
i

Letter of Deviation Authority from FAR Part

A

' —— —

_|_Maintenance Proqgram/Training Manval _____ _ \
| All Required Deviations, Extensions, or Exemptions|
] Eis

——— — . ——— — —— ———

1STINO9YD UOTIEODTITITIDD YVJ

(itz1 31RQ)

dTdWYS

IA XIdAN34dv

IA XIANIddY



ivate issued, | TDate accomplis )
|scheduled, | laccepted, plished. |
|submitted, | ACTION ITEMS lapproved,
:pr requested %_ — o _ _ —_ _____lor forwarded
I __ |_Dispatcher/Flight Following Procedures Manual |
|7 T T " T Winimum Equipment List Approval - R —
| " lease/Contracts/Arrangements Reviewed 1 A
I o Normal Checklists Approval __ ___— ——————~""-~ T T -
| T T Emergency Checklists Approval _~—— "~ I
| T """ Runway Analysis Program """ | TTTTTTTT T
| T T Audit (if required) R T T
\TTTTT __ 1 Kircratt Inspected by FAA (Airworthiness) [~~~ —=—=—=
Vo 1 Simulator/Aircraft Differences Evaluated _ - .
| [ FAA Coordination with Other Offices for Coverage (| =
| | Management Requirements — ——— "~ I .
| [ Operations Specifications to District Office |
| | “
........ - _— R R —

® T

|

[ Section 3: Before Proving Plights

| Indoctrination Training
| Ground Training i
e ] Simulator Training o . T
|_Aircraft Training ' I
1 _Check Airman Training _
| Rating/Proficiency Checks

————————— -~ ——— g : —

t
. — G S SIS WSS RS e S G S W S e SNe G es S G GOUD G SR SNNS GW, WAR SRS EED WD TN WP SE e wm— e — — ——-—

——________I Emergency Evacuation Demonstrations _ —
_ | Proving Test Plan Approved _
| Noise and Emissions Plan Submitted I
. A - - l
) — e
— - '- -—— —— ——— — — l
) T — - N —
|

|
|

ATAWYS
IA XTAN3Idd¥
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APPENDIX VII APPENDIX VII

SAMPLE
QEP AR TEEn! OF "HandPONY AT DN
PEDERAL AVIATION ADMINISTAATION Form Appioved
OPERATIONS SPECIFICATIONS . EN ROUTE FLIGHT PROCEDURES Budpet Burean No. 04-RO8).!
OPLRATION AUTHORIZED | TYPE OF AIRCRAFY AUTHOM ZED SPECIAL REQUIREEENTS |
MOUTE ON ROUTE SEAMENT via LLM LAl [ 7
And Arsas of Operstion, veal om | yon | irm -10 {oC-8 |m-227 $aCAl WEA | wAL | OVHER | mavicaviont
1. 48 contiguous states of Hn accord- | X | X [ X | X | x X X
the U.5, and the Districx e with
of Columbis and the srt B of
Stote of Alaska. ese opera
ions speci
cations,
2. Saith VOR - Seuth VOR Pones Int. 4 X X X ) ¢ X
3. Woodtows VOR - Jackeon [NOD/320 & 9 X X X 4 X
voR pac 220
L. The following sress out~ Pedersl X X X X 4 X NA
oide the V.3, sre irvaye,
suthorised (List sppro- [Foreign Alrd
priste aress), ye, Con-
rolled
irepace or
1sory
utes (md
EPogCTivE DAYl NANE B AR CARMER 1 Shere o aevigater o .pel‘l cochpu aavigatiem aad equipmens 18

roquued, oo apacily; w Novigotm, Cockpu (Dappler - Loras), llsenm i)

Octeber 28, 1976 XYT Alr Service
PAA Pom (7 Y v
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APPENDIX VIII APPENDIX VIII

SAMPLE

Q

s Deporren
o Yorapormon

fatera Avianen
Advirisiration

Air Carrier Operating Certificate

This certifies that

John J, Doe d/b/a
Doro Aviation Services
Municipal Airport
Bayside, Virginia

1 has met the requiremaents of the Federal Aviation Act of 1958, as amended,

| ang the rules. regulations, and standaras prescribed thereunder for the

3 issuance of this certificate. and is hereby authorized 1o Operate as an air

1 carner \n accordance with said Act and the ruies, requiations and stanaards

! prescribed thereunder. and the lerms, conditions, and imitations contained in
! the operations specifications.

This certificate 18 not transferable and. uniess SOONer surrendered, suspended
or revoked, shall continue in sffect indefinitely

By Direction of the Aaministrator

f (Signed by FAA

| Cortticate numper _6-EA-25 District Office Manager)
! (Sgreture)
Effective aate May S, 1985 Manager, EA<GADO-'A
EA-GADO- 16 (Trie)

issued ot __Richmond, Vicginia

PAA G $430-18 (7 -8
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APPENDIX IX APPENDIX IX

MAJOR CONTRIBUTORS TO THIS FACT SHEET

RESOURCES, COMMUNITY, AND
ECONOMIC DEVELOPMENT DIVISION,
WASHINGTON, D.C.

Herbert R. McLure, Associate Director, (202) 275-7783
Charles S. Cotton, Group Director
Joel L. Slotsky, Assignment Manager

SEATTLE REGIONAL OFFICE

Alvin S. Finegold, Regional Management Representative
Paul E. Staley, Jr., Evaluator-in-Charge
Dorlene R. Bleha, Evaluator

(341129)
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Requests for copies of GAO reports should be sent to:
U.S. General Accounting Office

Post Office Box 6015

Gaithersburg, Maryland 20877

Telephone 202-275-6241

The first five copies of each report are free. Additional copies are
$2.00 each.

There is a 26% discount on orders for 100 or more copies mailed to a
single address.

Orders must be prepaid by cash or by check or money order made out to
the Superintendent of Documents.
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