Order 2000-10-2

Served: October 2, 2000
UNITED STATES OF AMERICA
DEFPARTMENT OF TRANSPORTATION
QOFFICE OF THE SECRETARY
WASHINGTON, D.C.

Issued by the Department of Iransportation
cnthe Znd day of October, 2000

Application of
AERDC MIERDNESIA, INC. Dockets O5T-98-3404 - )4
dib/a ASIA PACIFIC AIRLINES 0S5T-98-3479~ L5

for renewal of its certificates of public convenience and
necessity to engage in interstate and foreign charter air
trapsportation of property arxl mail

ORDER IS3UING PERMANENT CERTIFICATE AUTHORITY

Summary

Ry this order, we find that Aero Micronesia, Inc. d/b/a Asia Pacific Airlines {Asia Pacific)
continues to be fit, willing, and able 10 provide interstate and foreign charter air transportation

of property and mail, and we reissue to it certificates of public cenvenience amd necessiiy
making permancat the authority it now holds on a temporary basis,

Backeround

By Orders 98-10-6 and 98-11-11, served October 5 und November 16, 199%, respectively, we
found Asia Pacific to be fit, willing, and able to conduct all-carpo charter opcrations under
seclion 41102 ol Title 49 of the United States Code (“the Statute™) for a period of one vear, The
cng-year limitation was imposed duc te eur concems about whelher the troublesome compliance
history of companics related to the apphicant would have a deleterious effect on Asia Pacific’s
own disposition to comply with the laws and regulations applicable o its operations.d The
certificates became effective on March 29, 1999.2 and, hence, would expire on March 29, 2000,

unless Asia Pacific had filed a timely application for permanent authority, which it did on
February 14, 20003

In suppori of its request for permanent authority, Asia Pacific provided updated fitness
mfurmation. Upon review of the information submitted, together with mlormation from the

Feo discussion m Show Cuuse Order B8-9-70, served Seplember 18, 1998, at -0,
Hee Order 99-3-30, secved April 6, 1999,
The orders issuinp lhe cavier autherty regaired chat it fle 3 reoewal application with updated finess

information at least 45 days pricr to the expiration datz.  Since the expiration date, the carmier's authority 1o operace
wits continued in accordance with 3377 10 of the Depariment’s rules.
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Federal Asviation Administration (FAA), we conclude that Asia Pacific continues o he fit,
willing, and able to conduct the operations for which it holds authority. As more fully discussed
below, the FAA reports tha the carrier is currently conducling ils operalions in a satisfactory
manner, and other information avalable indicales thal the cartier has otherwise maintained an
acceptable compliance record. Therefore, we wiil reissue its certificates on a permancnt basis,

The Carrier

Asia Pacific currently opetates one B-T27-200 aircraft in cargo service i the Pacific area. The
company’s primary operation includes transporting [resh fsh between the Federated States of
bMicronesia (F&M) and Palau, Guam, and Salpan. It also operatcs a wockly charter fhight
between Hong Kong and Smpan transporting fabric, and has recently received a U8, Postal
Service comtract to fransport mail between Lionolulu and Saipan via Majuro and the 1¥5M,

Although the carrier has no specitic plans at this tine to underoo any substantial changes in 1s
service, Asia Pacific indicates that, 1 sufRcient traific develops, 1L may add a seeond aircrafbt to
its fleet.

Managemcent

Asia Pacific has not undergone any sivmilicant changes in management personnel since we last
found it fit in March 30, 1999 Mr. Michael B Quinn continues to serve as the carrier’s
President and on the bourd of dirsctars. Mr, Jerry L. Tan serves as Secretary, Treasurer and is
also a member of the board. Mr, Georpe Chin continues 1o serve as Vice President of Finance
and a member of the board. Mr. Robert Waulker cuninues in the position of Viee President of
Marketing. Mr. Stephen 1. LeaVel! continues as Direclor of Operations, Ms, Alicia Ataliy, who
was serving as Director of Safety at that time, has since assumed (he position of Chiel’ Pilot.
The qualifications of all of these individuals were discussed in Order 98-9-20. In addition, Mr.
Idris Parry, formerly the camner’s Chicf Inspector, is now its Director of Maintenance.  lis
qualifications were discussed in Order 59-3-30. New o the company sinec our last review are
Mr. Joseph San Agustin, Director of Safety, and Mr. Theodore lscabar, Chief [nspector®

L'pon review of the expetience and background of Asia Pacific’s key persunnel and the faet that
most of them have been managing the carrier's operations since its inception, we conclude that

4t The carrier is caorrently authorized w operate up o two aireroll witkiout having to undergo any further fimess

Teview.

¥ Mr Apustin received his aviation tmining a3 a pilot while serving in the 115, Navy from Delaber 1992 to
March 1999 He joincd Asia Pacific as Director of Safety in May 1995 Mr, Agusiin helds an FAA Aidrline
Traasport Pilot certificate and bas accunmilated over 3,900 flight hours. Mr. Escobar began his aviagjon carszr with
the U.S. Air Force as an aircraft mechanic.  After being emploved by Thmalecron Corporallon as an aircratl
mechanic from December 1967 w July 1965, he served in yarions maitenance supervisory posilions with
Continental Airlines from July 1965 tn Fehruary (978 and from Scplember 1981 10 July 1986, To the intzvim, he
was employed by West Coast Grocery as a Vehicle Maintenance Muanager and as Supervisor of Terminal
Maintenance at Los Angeles Airport. Upon leaving Contingntal in InTy 1986 until joining Asia Pacilic as Chicl
lispector in August 1999, he was employcd by Dyvoaic Corporalion as Maintenance Manager, Hawanan Airlines as
Chiet [nspector and Drrector of (uality Contrel, and Adrporl Group Infernational as Manager of Foelinp and
Teclicad Services, Wr. Facobar holds an FAA Airframe and Powerplant Buechanic cerificate,



Asia Pacific has the necessary management skills and technical ability to continue to conduct its
operalions.

Financial Posture

Asia Pacific provided unaudited financial statemnents for the year ended December 31, 1999, and
for the five months ended May 31, 2000.% As of December 31, 1999, the company had current
assets of $823,500 and current liabilities of $4.5 million, giving it negative working capital of
approximately $3.7 million and a current ratio of (.18:1. Ii had negative siockholders’ equity of
approximately $1.7 million. As of May 31, 2000, the carrier had a current ratio of 341,
nepative working capital of $2.3 million and negative stockholders™ cquity of $1.3 million.

However, as this company is clesely held and many of its debts arc owed to related companies
and sharsholders, its ability to pay its vondors 15 nol accurately rellecled by these numbers, [T we
remove from current lamlities the debls vwed to related parties (approximatety $3 miliion as of
May 31, 20001, Asia Pacific’s current ratio improves to 1.3:1 and i1s working capital position 1o
$450.297. Because the related parties have a vested intercst in the carnicr, the adjusied current
ratio may be a betler indicator of the company™s abnlity 1o pay its debis when due and to continue
operations. Moreover, after a net loss of $1.85 million for the vear ended December 31, the
cacrier had a small net profit of $21,500 for the five months ended May 31.

In view of the above, it appears that Asia Pacific continues to meet our financial standard and has
access o suflicienl financial resources 1o conduct its operations without posmyp any undue risk to
its consumers or therr funds,

Caompliance Disposition

As indicated above, Asia Pacific's certificate anthority was initially limited to period of one year
due lo our concerns about the troublesome compliance history of companies related to the
carrier. In this regard, we noled in Order 98-8-20 that Asia Pacilic 1y o subsidiary of
Consolidated lransportation Services, Ine. (CTSI). a company engaped 1o mlemational air and
oeean {reight forwarding services.  CTSD is a wholly owned subsidiary of Tan [loldings
Corporation {I'an), which has a number of other subsidiarics cngaged In various businesses
wcluding garment manufacturing, real estate development, and commereial fishing, Tan, in tum,
15 owned by members of the Tan family through six family trusts. Mr. 53iu Lin Tan, the head of
the Tan family, serves as trustec for all of the trusts.

In the course of reviewing Asia Pacific’s applications for inittal certificate authority, we
discovered various lawsuits and other charges of violations of federal laws involving the Tan
companies, in particular those involved in garment manufacture, by the Departments of Labor
and Interior and the Occupational Safety and Health Administration.  While most of these
charges involved problems in the late 1980°s or carly 199073, they were nevertheless serious
cnough to cause us question whether Asia Tacific could be rehed upon to operate in [ull

& Accompanying its application for remewal of its cortieales, ou Febraary 14, KK, Asia Pacllic filed a wwotion
to withhold the December 1599 financial statemicnts from public disclosure, On September 173, 2000, the carier
withdrew thul reguest,



compliance with applicable rules while under the ownership of Tan. We eoncluded 1hat the
prudent course of aclion would be to limit Asix Pacific’s authority 1o a period of onc-year, during
which bime we would monitor s eperations and compliance disposition.

Az purl of iis application for renewal of its authority, Asia Paciiic supplied information related to
certain  pending class action lawsuits inwvolving Tan and a number of other purment
mannfacturers and major clothing retailers that wure Gled in January 1998, One of the luwsaits
contains a variety of claims alleging that retailers and manufactures conspired to violate various
laws refating to the employment of Chinese workers in Saipan. Other claims relate primarily to
alleped cxotbilunl recruilment [ees charged by middlemen. The second lawsuil alleges that
manulacturers falied to pay overtime in vieclation of the Fair Labor Standards Act. The carrier
contends that the lawsnits have no merit and that T'an is vigorously defending itselt in these suits.
Moreover, it arguoes. that these suits are not relevant 1o Asia Pacific since ithe airdine is
independenty managﬂd by a team of aviation professionals.

Asia Pacific also stales thal, since its most recent fitness di.-lEm‘ll]‘ldthln thers have bf:en (1%,
actions or outstanding judgments filed against it or its key personnel.

Our review of FAA records reveals thal, although there is one open FAA cnforcement wotion
pending against the carrier,” it has been involved in no accidents or incidents. M reover, the
FAA indicates that 1 knows of no reason why the Department should act unfavoribly on the
carrier's application for renewal of its ceritticates. :

On the basis of this information, we believe that Asia Macific continucs 1o have the powussary
disposition to comply with the laws and regulations govemning its operation. The carrier appoars
te be conducting 1ts operations in a satisfactory manner, and there 15 no indication thai any of the
pending class action suits involving related companies arc indicative of Asia Pacific’s
compliance disposition. Moreover, since Asia Pacific was tound 0, lhere have heen oo [urlther
allegations by government entities of violations of Federal Jaws involving the Tan companies.
We will, however, direct Asia Pacilic o koep us advised as to the outcome af those private
lawsuits. Should the courts hind that Tan has engaged in unlawful or eriminal activities, we will
re-evaluate whether to take further action with regard to Asia Pacific’s conlinuing [itness,

CITIZENSHIP

We find that Asia Pacific continues to meet the civizenship requircments of the Statute, There
have been no changes in ownership since the camer was found fit* Furthermore, there is
nothing in the record that would lead us to conchade that contrel of this applicant is not with
citizens of the United States,

7 This aclion was a resolt of 2 failure @ maintain cerrain tlight records for a ragquited three-month period. While &
civil penalty could be imposcd, the FAA has indicated thal the cose is nol kely Lo resolt io any adverss action
against Asia Pacific's certificata,

B See Urder 9R.0-20 at 3 for a detadled deseriplion of the ewnership strueture.



In conclusion, on the basis of all of the foregoing, we find that Asia Pacific continues to be [it to
conduct its certificated operations and that it should be reissued centificates to cngage in
inerstate and foreign charter all-cargo air iransportation without resiriction as to duration.

ACCORDINGLY,

1. We find that Aero Micronesia, Inc. d/b/a Asia Pacific Airlines continues to be fit, willing,
and able 10 engage i interstate and foreign charter air transportation of property and mail,

2. We reissue the section 41102 certificate issued previously to Aero Micronesia, Ine. dibfa
Asia Pacific Aitlines authorizing it to engage in interstate charter air transportation of property
and mail in the attached form and subject to the attached terms, conditions, and limitations,?

3. We dismiss, as moot, the request of Acro Micronesia, Tnc. dflva Asia Pacilic Airlines to

withhold [rom public disclosure information submitted pursuant to Rule 12 on February 14,
2000 :

4. Should Aero Micronesia, Inc. d/b/a Asia Pacific Airlines propose to operate more than two
aircraft. it must first notify the Departmhent in writing at least 43 days in advance and

demonstrate ity fitness for such operations prior to placing the additional aircralt into service.

5. We will serve a copy of this arder of the persons listed in Altachment A

Ry:
FRANCISCO J. SANCHEZ
Assistant Secretary for Aviation
and International Affairs
An electronic version of this document (s avaifable on the Worid Wide Web at
kg iidms. dot. gov
(SEAL)

Y Parsuant to 4% U500, 41307, issuance of foreign authority o Asia Pacific Airlines (s subject to Presidenlial review
and will be handled o a separate order.
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Certificate of Joublic Convenience and Wecessity
| for
Interstate Charter Air Transportation

This Certifies That

AERQ MICRONESIA, INC.
d/b/a ASIA PACIFIC AIRLINES

is authorized, subject to the provisions of Subtitle VII of Title 49 of the United States Code,
the orders, rules, and regulations issued thereunder, and the attached Terms, Conditions, and-
Limitations, fo engage in interstate charter air transportation of property and mail

This Certificate ts not transferable without the approval of the Depariment of
Transportation.

By Direction of the Secretary

issued By Order 2000-10-2 Francisco 5. Sanchez
On October 2, 2000 Assistant Secretary for
Effective on Ocrober 2, 2000 Aviation and Inuternational Affairs




* Ay rerssued
ﬁ_}l Oyrder 2000-10-2
Attachiment
éﬁﬂ = m‘%q% Terms, Conditions, and Limitations
g g
AERO MICRONESIA, INC.
%&)%j f d/bia ASIA PACIFIC AIRLINES

is autflorized to engage in intersiate charter air transportation af property and mail between any
potat in any State, territory, or possession of the United States or the District of Columbia, and
any olfier point in any of those entities.

This authority is mﬁj&cf to the folfowing provisions:

(1) The holder shall at aff times conduct its operations fn accordunece with the regulations
prescribed by the Department of Transportation for the services euthorized by this
certificate, and with suck otfer reasonable terms, conmditions, and fmitations as the
Department of Transportation may prescribe in the public interest,

(2)  The folder 15 not authorzed fo cary passengers [(other than cargo ati-ndants
accompanying freight sipments)

{3} The holder's anthority under this centificate is effective anly to the extent thit such
operations are alio authorized fry the Federal Aviation Administration,

(4)  The folder shafl at afl times remain a 'Citdzen of the United States"as required by 49,
V5.0 40102(a)(15)

(¥} The hofder shall mantamme in effect fnbility insurance coverage as required under 1+
(PR, Part 205 Failire to maintain such insurance coverage wifl render a certificate
tugffective, and this or otfier faifure to comply with the provisions of Subtitle VIT of Title
49 of the United States Code or the Department 5 regulations shall be sufficient grounds to
revoky this certificate.

(6)  The holder 45 not euthorized to engage in aw transportation operations between
poings within the State of Maskg.

*This certificate is being rossued to remove the conditton fmiting its effectiveness to a one-
yedr pen’mﬂ



(%) Should the fiolder propose any substantial changes in its owmersfip, management, or
operations {as that term is defined in 14 CFR 204.200} i must first comply with the
requirements of 14 CFR 204.5.

(8} In the event that the holder commences but subsequently ceases afl operations for
which i was found 'fit, wilhing, and able,” its authority under Lhis centificate shall be
suspended under the terms of 14 (FR, 204.7 and the holder may neither recommence nov
advertise such operations unfess its fitness to do so Has been redetermined by the
Department.  Moreover, if the holder dovs not reswme operations witfitn one yedr of its
cessation, 1ts authorty sholl be revoked for dormancy.



Attachment A

SERVICE LIST FOR AERO MICRONESIA, INC.
dfbfa ASTA PACIVIC AIRLINES

JIOANNE YOUNG MR MONROE RALTON MR. JAMES ZAMMAR
DAYID KIRSTEIN REGIONAL COUSEL FAA DIRECTOR OF REVENUE
BAKER & HOSTETLER LLP WESTERN-PACTFIC REGION ACCOUNTING
WASHINGTON $QUARE SUITE 1100 HDORTS AWP-7 ATA SUITE 1100
1050 CONNECTICUT AVE NW PO BOX 92007 1301 PENNSYLVANTA AYENUE NW
WASHINGTON BC 200136 WORLD POSTAL CENTER WASHINGTON DC 20004
LOS ANGELES CA %0009
MR MICTTAEL R QUINN MR ALLEN MUTEN
PRESIDENT MR PETER LYNCII ASSISTANT TREASURER
AERQ MICRONESIA INC ASST CHIEF COUNSEL FOR ATRLINES REPORTING CORP
dihia ASTA PACIFIC ATRLINES ENFORCEMENT AGC-300 1530 WILSON BLVD $TE 800
156 DIAELO RD SUITE 203 FEDERAL AVIATION ARLINGTON VA 222002443
DANVILLE CA 94526 ADMINISTRATION
800 TNDEPENDENCE AVE SW MR J D MEALOR
MR. RICHARD DLUTTON WASHINGTON DC 20501 AIRLINE DATA COURDINATOR,
ASST MANAGER CSET TNNOVATA, LLC
FAA AHSYO0 SUITE 203K M5, JONI MOUNT 3915 OLD MIINDY MILL RD
45103 AVIATION DRIVE PROPUCT MANAGER CAKWOOD GA 30566-3410
DULLTS VA -20166-7537 TRANSPORTATION PRINT PRODUCTS
OFFICIAL AIRLINE GULDY ME JIM NAWROT
MR TAY P HOWARD 2000 CT.EARWATER BRIVE TRANSPORTATION SPECIALIST
MANAGER OAK BROOK ILLINOIS 60521 US POSTAL SERVICT
FSDO FAA 475 L'ENFANT FLAZA SW
SAN IOSE MUNICIPAL AIRPORT AMERICAN ASSOCIATION OF ROOM 7826
1250 AVIATION AVENUE #2953 AIRPORT WASHINGTON DC 20260
SAN JOSE CA U5110 1119 EXECUTIVES
4224 KING STREET
MR 13AVID C GILLIOM ALEXANDRIA VIRGINTA 22302
MANAGER AWP 200
FLIGHT STANDARDS DIVISION DIRECTOR
WESTERN-PAUIFIC REGION OFFICE OF AIRLINE INFORMATION
HDORTS PO BOX 92007 (K-25) 1).5. DOT
WORLD POSTAL CENTER 400 7TH STREET SW

LS ANGELES Ca 90008 WASHINGTON DT 20590



