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United Staterr 
General Accounting OffIce 
Wanhlngton, D.C. 20548 

Reoourcee, Community, and 
Economic Development Division 

R-226786 

May 5, 1987 

The Honorable Guy V. Molinari 
House of Representatives 

Dear Mr. Mol inari: 

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 (OST) and the Federal Aviation Administration 
(FAA)--use to register and certify air carriers of the type 
chartered by DOD.' Earlier, we briefed your office on the 
highlights of the OST and FAA procedures that must be 
completed before an air carrier is allowed to provide air 
transportation service under federal aviation regulations 
jFARs) Parts 121 or 135.L2 This fact sheet describes OST's 
<and FAA's procedures iyI greater detail. 

The 
t 

ederal Aviation Act of 195 'and 8 implementing 
reg lations 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 

'Our recently issued report entitled Military Airlift: 
Management Controls Over Charter Airlift Need to Be 
Strenqthened (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, 

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 OST'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 
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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 seq I 
intend 1 

1, and implementing regulations provide that any air carrier 
ng 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 requirements, 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.l 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. In 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 
(S) 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 
assessment of resources and capabilities, $670 for commuters 
aDplying for registration, $670 for carriers applying for 
certificated domestic all cargo service, and $850 for air carriers 
aEjplying for domestic or international passenger service or 
international cargo certification. The major steps in OST's 
assessment process are shown in figure 1 .l. 

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

2The Congress, as part of the,Airline Deregulation Act of 1978, 
(public Law 95-504) established a IO-year essential air service 
subsidy program to ensure that small communities will have access 
to the nation's air transportation system during the transition 
period to d eregulation. 



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

Appilosnt submits to OST sn sppllcstlon for s roglstrstlon or certlflcsto of public 
convonionco snd nocosslty (including lnformstlon on sircrsft flsot, key personnel, and 
ownors) 

OST raviows throw msin sroas: 
-Msnsgomont and ownorshlp quriifhtions 

l identity, qusiificstions, sxportlso, snd rosponsibiiitios of key offlcisis 
V cltitonahip snd amount of stock hold by key offlcisis 
l other intorosts or poritions hold by key offWais 

-Psst compiisnco with svistion snd other fodorsi snd ststo isws 
. description snd ststus of sny complaints, l nforcomont sctions, or vioistions 
. description snd disposition of any frsud, foiony, sntltrust, or docoptivo 

buslnoss prscticos 
. sssossmont of consumer compisints 

l roviow of my aviation rccidonts or incidents 
-Finsnclsi condition 

. ovsiustion of finsncisi ststomonts for the past 3 yosrs 
0 rovlow of my lions, rocont Issusnco of stocks/bonds, disposal of major 

assots, and ovorduo ilsbilitios 
e rovlaw of projoctsd capital noods snd forocsstsd flnancisi ststomonts 

I OST issurs rogistrstion or cortificsto of public convenience and necessity after 
revlowing roquirod documontstion and determining that the applicant is capable of 
Derformina the sorvico it proposes I 
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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. 

OST 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 its possessions. 

According to OST's Assistant Chief, Air Carrier Fitness 
Division, OST's assessment of an air carrier's management and 
ownership 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 
carriers. The Chief, Air Carrier Fitness Division, stated that OST 
qenerally uses no explicit, written, or other objective criteria or 
cjuidelines for judging the qualiEications and expertise of an air 
carrier's key personnel or for assessing the type and quality of 
fiast management and ownership experience. However, for the 
gositions of chief pilot and directors of operations and 
[Mintenance, OST relies on FAA's criteria for assessing whether the 
persons in these positions are qualified. 

COMPLIANCE HISTORY 

i 

OST determine; 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 

joverning their operations and that management is diligent in 
maintaining safe operations. 

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

3"Relevant 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 



of 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 
ORERTIFICATE 

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. If 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. 
and III.) 

(See apps. I 
If objections are received, 

obportunity to respond to them. 
the applicant is given the 

After reviewing the applicant's 
response, OST determines what further procedural steps, if any, may 
be warranted, including submitting the case for hearing before an 
administrative law judge prior to OST's issuance of its final 
decision on the application. All OST decisions regarding 
a plications for air service to foreign points must be approved by 
t hp e President. 

fbct I 
Where an application itself raises substantive questions of 

is controversial, or presents complex issues, OST will issue 
ah 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 
ihformation and issues a recommendation to OST on the applicant's 
cbpability to provide the proposed service. 
judge's recommendation, 

After reviewing the 
OST issues a final decision on the 

a plication and either grants or denies a registration or a 
& c rtificate. 

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

OST certificated 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 air 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. In February 1986, the Inspector General 
reported that OST generally did not review a carrier's continuing 
capability to provide air transportation unless a significant event 
had been brought to OST'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. In 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 



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

Applicant wrltoa FM or contacts FM dlatrlct offlco about planned oporatlona 

Dlatrlct ufflco makoa a prollmlnay dotormlnatlon of the l doqurcy of the proposal I 

Applicant aubmlta a proappllcatlon atatomont of Intent (Iattor of lntont for 
Part 135) lncludlng lnformatlon on: 

-propoaod oporatlona 
-key management offlclala 
-typo and numbor of alrcraft 

Olatrlct office l olectad to conduct romalndor of certMicatlon process 

Dlatrlct office l olocta at Ioaat three Inrpoctora to carry out certification 
actlvltloa; lnspoctora hold proapplication mooting8 with applicant 

\ 
I 

1 
I 

I I 

Applicant aubmlta formal appllcatlon Iattor (FAA Form 8000-6 for Part 135) 
-muat bo l ubmlttod no Iator than 60 days before planned commencement of 

oporatlona (not a roqulromont for Part 135) 
-dorcrlbor In greater dotail the responsiblllties of key management officials; 

oporatlonr, maintonanco, and training programs; and emergency evacuation 
procedures 

Dl~rlct offlco ravlowa the appllcatlon and 
related documents for compllanco with ruloa 
rogulationa, and pollcies, including 

-malntanance program 
-malntonanco manuals 
-weight and balance control 
-mlnlmum l qulpment list 
-0poratlonr apeciflcatlona 

District office reviews applicant’s demonstrated 
performance 

-aircraft proving flights 
-emergency evacuations 

I 

FAA laaues an air carrlor operating cortificate aftor the applicant has met all 
roqulromenta 
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PREAPPLICATION 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 assiqned 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 is 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 
components, and navigational equipment. 

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

-- IJeight 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. 
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DEMONSTRATION PHASE 

Before FAA issues an air carrier operating certificate, the 
applicant must demonstrate to the FAA district inspectors that its 
aircraft 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 
I convenience and necessity, the FAA certificate permits the air 
~ 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 



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 In the registration and certification of air carriers. 
Forms included are preapplications, applications, certificates of 
insurance, examples of certificates, and FAA certification 
check.1 ist , and a sample excerpt from an air carrier’s operations 
specifications. 
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APPENDIX I APPENDIX I 
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APPENDIX II APPENDIX II 
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CERTIFICATE OF INSURANCE 
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CAA 
Rqircrmlon 
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APPENDIX III APPRNDIX III 

is autborlzed, subject to the provisioqe of Title IV of the 
Federal bviatior) Act of 1958, a8 awqded, the orders, 
rules, asd regulatior)s isaucd tbcreusder, asd the 
attached terws, coqditioqs, asd li@ tatior)s, to eqgage ir) 
iqterstate aqd overseas air traqsportatiog of persoqs, 
property aqd mail. 

This certificate is r)ot traqsferable without the approval 
of the 0epartlQer)t of Traqsportatioq. 

By Olrcc~lon of the Sccrctarp 
lssucd by Ordzr 
Oil ._.-__ __. 
Ellcctlve on I 
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APPENDIX IV APPENDIX IV 

SAMPLE 

,H,r. John Wrhon ATP Ma. X-9 (207) 301-3114 
>IWIOI 01 Owmwa 

Mr. Larryaruth ATP a x-9 - (207) 301-3102 

-rrrdkr- 
IB AIf Cuw OownlnQ Cwtlflcmr 
0 Ooewtmg Cmf~cmo 

Pm 121 0 mQ 0 Oomrtlc 0 Suoolrm~tr~ 
0 All Cargo 0 Commearl Ocwrtor 

Pul 13% OOnoemutd 0 Commutr 
0 All cargo 0 commclrr opumor 

~-oll*~-~M*y- 

Tuur, oklatum, Colordo, t4md rhcia~, krro~ 
ciuryettobed8tumYwd 
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APPENDIX V APPENDIX V 

OAI - 
- 

D11 - 
- 

27 



h) 
co 

)Date inrued, I 
Ischeduled, 

I Isubmitted, ACTION ITEM 
for reque.sted ..+------ ---- 

I , Section L: Before Porul Application Meeting 

IDate acccmp~idmd,l 
iaccepted, I 
lapproved, 
I or forwarded I 

I* 
I 

i---- i Preamzcation Statement of Intent I I -- -_I_ p--m- 
l Preacmlication !4eetins . -__- __~_~~~~~ I I 

11 1 A$#+“‘; PARS to A; 
et 1 lea ken Check2;st tomi.T‘---- 

------- 
I --a 

I Standard Operations Specrfications to&plicant I 
-l-EEZZiYCppl i caXoXIGe t i ng 

--- d-----e 
I I 

I I I 
i-- 

----- ~------~----------.--- --- ’ ---- 

-i 
---- 

I 
-----+ -------- 

I I 
--m---m- -we- 

+-- T I ----B 
---- i 7 -- ----___------ ----- ---- I---- I 

-----l----- - l 

i 
1 Section 2: After Formal Application Meeting i i 
I General Operations Hanual -e-e---- 

I 
-----------__---I_--- -,----------------- 

I General Flalntenance Hanual 
-------I-------------- 

----- 
I ~‘~~~~~-~~~-~~~~~~~i~~i~i~~ ‘I 
I 
--------- ------ 

1 FAA A~tr oved---~~-i~h~~~a~ 
------------ --------- -- 

I ---‘--“-lYGii% nj7ZFr~~t 3jZrYtXrXia 1 
------me 

l- .----------------_ -- _----_I- ----------.------.-------------.------ a--_--------- _ 
I I Authorized Slqnature Letter fif t 
i---- 

--- - --e-m equired) 
T L I s t 

I 
o f -C?t--<&&b~r~~~l~~k?iis L - -- - ------- 7-c~~~l-i~-n-=~--~t~-t~~~~t c~-m-l-.&-t-eT- -------- --- - ----------------- 

-- 
------‘T~~~~t-~n~~~i~~~~ Hanua +-- 

---- --------- -+----- -- 
I 
I 
------------- - 

I 
-- -- -----------------_--------------- 

I I 
I -w-w- P’1 ilIt- -.t&?i&ai?t!~-n-i% g ‘-,- - ---m---Im------ H-an u al *---- --. 07 tation Wanaqet’s Manual I I I 3 ~ s--e-- ------++A-- -‘,------y------ ----e- _------------ 

1 Ttarnknq Manual (AIrcrew, Dispatcher, etc.) B.-w- - 1 
774arntenance FGgF3~KCiX%~ Hanual 

-- :I 
-----w---y- --e-e ---w-e ------ 

I- 
1 All Requited Devi>t ions, -- Extensor,-;-- 
1 Letter of Deviation AJJhorr’iy from PAR Part 125 I ,e,------------ -1 ------P-w -w-M--- -- ------ 

% 

z 
u 
H 
x 

c 
H 



i GEk issuld, IDate accomplished, 1 
lecheduled, Iaccepted, I 
Isubmitted, ACTION ITEMS lapptoved, I 
1 ?trcqucet f lor forwarded 

l 
e-e------- ----------------- I 

T- 
----- 

I 
i I D~spatchet/Pli~t Pollowincl Procedures Manual I i 
I 
w------ -- 

T Hlnrwr 
---.-- 
E~-l~~~-L~s~-~~~~v~-------------T------- ---w-- 

--_I_-------- I ----- ---N---m -__Ipe--- I I Lease/Contracts/Arkantiements Reviewed I ~- -- I 

\ {Airworthiness) 

----_c -- -- 

--------- --------v-m 

------------ --w-e 

i 

-- -- 
-----_I 

-r ---------- -W--B- 
I I ----a --- ----- I I I 
i----------i-- -w-----  --  --------e-w---  ’ -------  

T i 
---~--zl-~-~zI~--- 

-- 
I -1 ---------__I-- ----------- iI------ 

I I___t_ ----- -- --I_- --+-- -1 -1 _----- -_l_l_r--------____-------- ----y----,---------- 
l 

Section 3: Before Proving Flights 

i ------i------ _________ 
--- -- -w-e- 

----- -I_------ ______ ___________- iz-,-__- -_-___ I 
I -- 
I 
-- 

I 
-mm- --kZIXZ __-_ II __-.--_-_----- -+-- ----I 

I ------- ------------ ---a--- - 



APPENDIX VII APPENDIX VII 

SAMPLE 

0s . . . . “‘“3 0, 7 . . . . . 0.....0” 
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APPENDIX VIII APPENDIX VIII 

SANPLE 

Air Carrier Operating Certificate 
This certifies that 
John J. Dor d/b/r 
Doro Aviation Sorvicrs 
Municiprl Airport 
Ilayaido, Virsinir 

has mot tho roqu~romontr of th Faral AvWon Act of 1958. Is WnenMd, 
l nd the rules. regulsttons, snd stsnbrds proscrlkd thoreundor for the 
rssuanco of this con~fwrto. and IS horsby suthorizti to oporsto ss sn sir 
carnor In l ccore8nco with uld Act snd the rules. rogulitlons snd StanaWls 
preocribsd thoreundor. snd rho terms, cundltlons, 8nd llmltrtions contsnod In 
tha oporstlons spocificrt~ons. 

TM cortlflcrto IS not trrnrforrblo snd. unless soonor surrondorad, suspondod 
or rovoksdd, shsll continua In l ffoct Wefinitoly 

(Signed by FM 
Discrirt Office ?Ianaqrr) 

rsrucm/ 
Mmraw , CA-GADO- 16 

f ravj 
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