
Order 2003-2-24 

Served: February 28,2003 

UNITED STATES OF AMERICA 
DEPARTMENT OF TRANSPORTATION 

OFFICE OF THE SECRETARY 
WASHINGTON, D.C. 

Issued by the Department of Transportation 
on the 28th day of February, 2003 

Application of 

BOSTON-MAINE AIRWAYS CORP. 
d/b/a PAN AM CLIPPER CONNECTION 

Docket OST-2000-7668- 3s 

for an amendment to its certificate of public convenience 
and necessity under 49 U.S.C. 41 102 

FINAL ORDER 

By Order 2002-12-20, served December 30, 2002, we directed all interested persons to show 
cause why we should not make final our tentative findings and conclusions stated in it and 
award an amended certificate of public convenience and necessity to Boston-Maine Airways 
Corp. d/b/a Pan Am Clipper Connection authorizing it to engage in interstate scheduled air 
transportation of persons, property, and mail, using large aircraft. 1 Interested persons were 
given 14 calendar days to file answers to the order. 

On January 13, 2003, the Air Line Pilots Association (ALPA) filed an objection to the show- 
cause order. In its objection, ALPA stated that the Department’s determination that Boston- 
Maine would have sufficient working capital to meet our financial fitness criteria for the 
proposed large aircraft operations was in error. ALPA argues that this error occurred because 
the Department considered only the projected operating costs of the proposed large aircraft 
operations, failing to consider the ongoing operating costs of Boston-Maine’s existing small 
aircraft operations. Because Boston-Maine’s existing small operations have not been 
profitable,2 ALPA believes that the Department must consider the expenses associated with 
these operations in determining the level of funding required for Boston-Maine to be 
determined financially fit. Further, if such methodology were utilized, ALPA argues that 
Boston-Maine would lack sufficient financial resources to meet the Department’s minimum 
requirements. 

1 
passenger transportation using small aircraft. See Order 2001-12-21, issued December 27, 2001. 
2 
June 30, 2002, resulted in a net loss of $2.26 million. 

Boston-Maine already holds effective certificate authority to engage in interstate scheduled 

ALPA notes that Boston-Maine’s current small aircraft operations for the twelve months ended 
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On January 15, 2003, Boston-Maine filed a reply to ALPA’s objection in which it states that 
ALPA’s position in this case is flawed. In support of its position, Boston-Maine argues that 
there is no support in the Federal Aviation Statutes, the Department’s Regulations, or 
Department precedent for ALPA’s contention that the financial results of the existing 
operations of an applicant for expanded authority should be considered in assessing the future 
financial fitness of that applicant for expanded authority. Further, Boston-Maine argues that 
ALPA’s proposed financial fitness test is inherently speculative since it depends on an 
assumption that prior losses incurred in a carrier’s existing services will continue in the future 
and will provide a reliable indicator of an applicant’s results in its proposed expanded 
operations. 

We have carefully considered the points raised by ALPA in its objection. However, like the 
applicant, we disagree with ALPA’s premise that the Department incorrectly determined the 
level of funds required for Boston-Maine to meet our financial fitness standard. It is the 
Department’s practice to determine an applicant’s financial fitness based on the level of funds 
required to cover the applicant’s pre-operating costs for the proposed operations, and to 
provide the company with a working capital reserve equal to one-quarter of its operating 
expenses for the first year of the proposed operations. Further, when an applicant already has 
established operations, we include in our funding requirement the level of funds needed to 
cover any current working capital deficit (i. e . ,  the difference between the applicant’s current 
assets and current liabilities). This policy is applied to applicants seeking expanded authority 
(whether through the addition of larger aircraft, or through the addition of aircraft beyond the 
numerical limits set in the applicant’s current authority) regardless of whether its past 
operations have been profitable. Indeed, companies may not have positive working capital 
despite profitable operations, just as those companies experiencing operating losses may not be 
in a negative working capital position. This policy effectively protects the public while 
implementing Congress’s intent, through the Airline Deregulation Act, to enhance competition 
through a liberal entry policy. 

A review of the financial information currently on file in this case fully supports the 
Department’s tentative conclusion in Order 2002- 12-20 that Boston-Maine will have sufficient 
financial resources available to it to enable it to commence its proposed limited large aircraft 
operations without posing an undue risk to consumers or their funds.3 However, as we noted 
in Order 2002-12-20, prior to receiving effective certificate authority for the large aircraft 
operations at issue, Boston-Maine will need to submit up-to-date financial information, 
including independent third-party verification of its funds then on deposit. If this updated 
information does not demonstrate that Boston-Maine continues to have available sufficient 

3 Specifically, as we noted in Order 2002-12-20, based on the forecasts provided, Boston-Maine 
requires funding totaling $1.36 million to meet the Department’s financial fitness criteria. Further, 
based on the information available, Boston-Maine currently has approximately $1.39 million available 
to support its planned large aircraft operations. 
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funds to meet our financial fitness criteria, we will take action to stay the effectiveness of the 
large aircraft authority a ~ a r d e d . ~  

ACCORD IN G LY, 

1. We find that Boston-Maine Airways Corp. d/b/a Pan Am Clipper Connection is fit, 
willing, and able to engage in interstate scheduled air transportation of persons, property, and 
mail, using large aircraft, subject to limitations. 

2. We issue an amended certificate of public convenience and necessity to Boston-Maine 
Airways Corp. d/b/a Pan Am Clipper Connection to engage in interstate air transportation in 
the form and subject to the Terms, Conditions, and Limitations attached. 

3.  Should Boston-Maine Airways Corp. d/b/a Pan Am Clipper Connection propose to operate 
more than one large aircraft, we direct it to notify the Department in writing at least 45 days 
prior to the proposed operation and demonstrate its fitness to conduct such operations before 
their commencement. 

4. We direct Boston-Maine Airways Corp. d/b/a Pan Am Clipper Connection to submit to the 
Air Carrier Fitness Division a progress report within 45 days following the end of its first year 
of certificated operations using large aircraft .6 

At that time, the funds required to meet our financial fitness test will be reevaluated. Should 
Boston-Maine have unpaid pre-operating expenses in excess of the level originally forecast, or should 
its current working capital situation be negative, it will need to demonstrate access to funds sufficient to 
cover these added pre-operating expenses and the negative working capital position, as well as the 
working capital reserve computed based on its first year operating expense forecast. 
5 This notice should be submitted to the Air Carrier Fitness Division. The carrier may contact the 
Air Carrier Fitness Division prior to submitting its notice to determine what fitness information must be 
provided. 
6 The report shall include a description of the carrier’s current operations (number and type of 
aircraft, principal markets served, total number of full-time and part-time employees), a summary of 
how these operations have changed during the year, a discussion of any changes it anticipates from its 
current operations during its next year of operations, current financial statements, and a listing of 
current senior management and key technical personnel. 
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5. We will serve a copy of this order on the persons listed in Attachment A. 

By : 

READ C. VAN DE WATER 
Assistant Secretary for Aviation 

and International Affairs 

(SEAL) 

An electronic version of this document is available on the World Wide Web at: 
http://dms. dot. gov 

. ___ ... . . 

http://dms


BOSTON-MAINE AIRWAYS CORP. 
d/b/a PAN AM CLIPPER CONNECTION 

is authohzed su6ject to the provisions of Su6tith VII of  l i t b  49 of UnitedStates Code, 
the orders, rubs, andreguhtions issued thereunder, and the attachedTerms, Conditions, and 
Limitations, to engage in interstate air transportation of persons, property, andmail: 

This Certtftcate is not transfera6b without the approval of the Department of 
Transportation. 

By Direction of the Secretary 

Issued 6-y Order 2003-2-24 
On IFe6rudry 28, 2003 
Effective on (see 3 t tache4 

Reade. Van  de Water 
Assistant Secretary for 
Aviation and International Affairs 



Attachment 
*As reissued 6y 
Order 2003-2-24 

Terms, Conditions, andLimitations 

BOSTON-MAINE AIRWAYS CORP. 
d/b/a PAN AM CLIPPER CONNECTION 

is authorized to engage in interstate air transportation o f  persons, property, a d  mail 6etween any 
point in any state, territory, orpossession of the Unitedstates or the District of CoCumGia, andany 
otherpoint in any of those entities. 

lliis authority is su6ject to the fohwing  provisions: 

(1) 
2001. 

l l i e  authority to operate smanaircraft under this certzfuate 6ecame efiective on Decem6er 19, 

(2) lZie authority to operate hrge aircraft under this certzficate willnot 6ecome efiective untilsui 
(6usiness) days after the Department has received the follbwing documents; provided; however, that 
the Department may stay the efiectiveness of this authority at any time prior to that date: 

(a) 
operations from the FederalAviation Administration (FAA). 

A copy of the hoMer's amended Operations Speczf2cations authorizing such 

(6) 
coverage meeting the requirements of 14 ~ ~ ~ 5 ? 0 5 . 5 ( 6 )  for allof its aircraft. 

A certzficate of insurance on O S I  Form 6410 evidencing fia6ifity insurance 

6) 3 statement of any changes the hoMer has undergone in its ownership, &.J 

personnel; operating phns, financialposture, or compciance history, since the date of the 
show Cause Order in this case. 

(4 A revised list of  pre-operating expenses already paid and those remaining to 6e 
p a d  as wel las  independent venfication that the holiter has avaih6li! to it fundi 
suficient to cover any remaining pre-operating expenses and to provide a wor&ng 
capital reserue equal to  the operating costs that wouM 6e incurred in three months of 
operations. 

*?tiis cert$cate is 6eing reissued to remove the condition prohi6iting the hoMerfiom engaging in hrge 
aircraft operations. 
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(3) Pending receipt of effective authority, the holiter may not accept payment of any &zdfi.e., cash, 
check or credit car4 or issue t icbts  for the hrge aircraft operations proposed under this certzficate, 
andany advertisement or G t i n .  of such fhahts 5 the holiter must prominent5 state: 'Gis seruice is 
su6ject to receipt of government operating authority. '' 

(4) ?fie holiter shaCiat aCGtimes conduct its operations in accordance with the reguhtions prescri6ed 
6y the Department of  Transportation for the seruices authorized 6y this certrficate, and with such 

other reasona6h terms, conditions, andhi tat ions as the Department of Transportation may prescn'6e 
in the p u 6 h  interest. 

(5) ?fie holiter's authority is efJective on5 to the eGent that such operations are aho authorizedtiy 
the Federal )Iviation )Idministration (F)I)I), and compb with aCC Department of Transportation 
requirements concerning security. 

(6) 
401 02(ax15). 

?fie holiter shaKat a l l  times remain a 'Citizen of the UnitedStates" as required 6y 49 U.S.C. 

(7) ?fie holiter shaKmaintain in effect fia6ifity insurance coverage as required under 14 CF'RPart 
205. Failure to maintain swh insurance coverage will render a certrficate ineffective, and this or 
other failure to complcy with the promiions of Su6tith V I I  of lith 49 of the Unitedstates Code or 
the Department's reguhtions shaCC6e su f f i en t  grounds to revob this certzficate. 

(8) 
in accordance with the provisions of 14 CFK212. 

?lie holiter is authorizedto conduct charter fhghts in interstate and/orforeign air transportation 

(9) Gie  holiter may reduce or terminate service at any point or 6etween any two points, su6ject to 
compkance with the provisions of 49 U.S.C. 41 734 and aCC orders and reguhtions issued 5 the 
Department of  Transportation under that section. 

(IO) ?fie holiter may not provide schedubdpassenger air transportation to orf iom Dalhs (Love 
~ i e 9 ,  %Cas, except within the limits set forth in section 29 of the InternationaC)Iir Transportation 
Competition Act of 1979, as amended 6y section 337 of the Department of Transportation and 
Rehted)Igencies)Ippropriations2lct, 1998. 

('1) Shoulit the holiter propose any su6stantiaCchanges in its ownership, management, or operations 
(as that term is defrnedin 14 cFR204.2(9), it mustfrrst compCy with the requirements of 14 CFR 
204.5. 
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(12) In  the event that the houer ceases aCCoperations f o r  which it was found ‘pt, wilhg, anda61k, ” 
its authority under this cert$cate shaK6e suspededunder the terms of 14 CFR204.7 andttie houer 
may neither recommence nor advertise such operations unbss itsfitness to do so has 6een redetermined 
6y the Department. Noreover, $the houer does not resume certificatedoperations within one year of 
its cessation, its authority shaCC 6e revokedfor dormancy. 



SERVICE LIST FOR BOSTON-MAINE AIRWAYS CORP. Attachment A 

MR NATHANIEL P BREED 
ZUCKERT SCOUTT & 
RASENBERGER 
888 17TH ST NW STE 700 
WASHINGTON DC 20006-3309 

MR JOHN R NADOLNY 
SR VP & GENERAL COUNSEL 

PEASE INTL TRADEPORT 
14 AVIATION AVE 
PORTSMOUTH NH 03801 

BOSTON-MAINE AIRWAYS 

MGR FLIGHT STANDARDS DIV 

NEW ENGLAND REGION HDQ 
12 NEW ENGLAND EXEC PARK 
BURLINGTON MA 01803 

FAA ANE-200 

REGIONAL COUNSEL 

NEW ENGLAND REGION HDQ 
12 NEW ENGLAND EXEC PARK 
BURLINGTON MA 01803 

FAA ANE-7 

MR RICHARD DUTTON AFS-900 
ASST MGR CSET 
FEDERAL AVIATION ADMIN 
45005 AVIATION DR STE 203B 
DULLES VA 20166-7537 

MR PETER J LYNCH AGC-300 
FAA ASST CHIEF COUNSEL FOR 
ENFORCEMENT 
800 INDEPENDENCE AVE SW 
WASHINGTON DC 20591 

MR J D MEALOR 
AIRLINE DATA COORDINATOR 
INNOVATA LLC 
3915 OLD MUNDY MILL ROAD 
OAKWOOD GA 30566-3410 

MR DON BRIGHT K-25 
OFFICE OF AIRLINE INFO 
DEPT OF TRANSPORTATION 
400 SEVENTH ST SW 
WASHINGTON DC 20590 

MS JON1 MOUNT 
PRODUCT MANAGER 
TRANSPORT PRINT PRODUCTS 
OFFICIAL AIRLINE GUIDES 
2000 CLEARWATER DR 
OAK BROOK IL 60521 

MR JIM ZAMMAR 
DIR OF REV ACCOUNTING 
AIR TRANSPORT ASSOC 
STE 1100 
1301 PENNSYLVANIA AVE NW 
WASHINGTON DC 20004 

MR ALLEN MUTEN 
AST TREASURER STE 800 
AIRLINES REPORTING CORP 
1530 WILSON BLVD 
ARLINGTON VA 22209 

AM ASSOC OF AIRPORT 

601 MADISON ST SUITE 400 
EXECUTIVES 

ALEXANDRIA VA 223 14- 1756 

MR JERRY ANKER 
MR RUSSELL BAILEY 
AIR LINE PILOTS ASSOC 
1625 MASSACHUSETTS AVE NW 
WASHINGTON DC 20036 

MANAGER 

PORTLAND INT'L JETPORT 
2 AL MCKAY AVE 
PORTLAND ME 04102 

FAA FSDO-05 


