ORDER 2000-8-3

UNITED STATES OF AMERICA
DEPARTMENT OF TRANSPORTATION
OFFICE OF THE SECRETARY
WASHINGTON, D.C.

Tssued by the Department of Transportation
onthe 27ch Day of July, 2000
Served: August &, 200

Joint application {as amended) of

FINE AIR SERVICES CORP.
and Dockat QST-99-5140 —"g

ARROW AIR, INC.

for approval of a transfer of route authority under
49 U.S.C. 41105

ORDER TRANSFERRING CERTIFICATE AUTHORITY
Summary

By this order, we (1) find that Arrow Air, {nc. (Arrow) continues to be fit, willing, and
able to conduct ail-cargo operations as a certificated air carrier, and (2) approve the
iransfer of the certificate and exemption authority among Armow Air and Fine Alr
Services, Inc. (Fine Air) currently held by each.’ All frequency allocations currently
held by Fine Air will also be transferred (o Arrow.

Eackgm'und

On February 23, 1999, Fine Alr Services Corp. {(Fine Com.} and Arrow advised the
Departrment that they had entered into an agreement whereby Fine Corp., the parent of

Arrow holds interstae scheduled combination certificate authority, as well as foreign
sohaduled combination certificate authorily o sTve various points in Eurcpe, the Caribbean,
{enual America, and South America {Route 343F). These certificates were last reissued Dy
Order 95-6-39, Howevet, as referenced in that order, the passenger authority conained in
these certificates is not effecuve and the compainy currendy is authorized ko conduct all-cargo
operations only. Arrow also holds an experimental all-carge certificate for Route 710 to serve
Peru that expires in October 2001 (se¢ Order 96-10-2}, as well as exemprion auihority [0 seTve
various points in Latin Amernica.

Fine Air holds interstae and foreign charer allcarpo certificate authority and foreign
coheduled ali-cargo certificate authority 10 serve several countries (Route 644, a5 amended}.
iSee Qrders 97-7-30 and 99.12-7y The company alse holds exemption authority (0 Serve
carious markets in Latin America. Caly the certificate and exempticn authority currently held
by Fine Air that is not duplicative of Arrow’s certificate authority will be transferred.
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Fine Air, would acquire all of the outstanding stock of Arrow. The agreement also
provided that Fine Corp. would acquire other assets, principally aircraft and parts,
previously hetd by Arrow’s parent. Fine Corp. stated that it had ne plans to merge
Arrow’s operations with those of Fine Air and wouid continue to operate Arrow und.er
the oversight of Arrow’s current senior management.

Also on February 23, 1999, Fine Corp. and Arrow joinity filed an application in
Docket OST-99-5140 secking the Department’s approval under section 41105 of the
Statute of the de facte transfer of the certificate and exemption authorities held by

Arrow to Arrow ander the ownership of Fine Cm‘p.;

On March 4, 1999, Fine Corp. and Arrow jointly filed io Docket OST-99-5196 an
application for an exemption from section 41103 to the extent necessary to allow Fine
Corp. to complere its acquisinion of Arrow pending the Depariment’s action on the de
Jacro rransfer application.  This request was granted by Order 99-4-3, issned April 9,
1999,

Since that time, the underlying request for the Depaciment’s approval of the de facio
transfer application has remained pending. This request was amended on April 6,
2000, to reflect a change in Fine Corp.’s plans to continue to operate Fine Air aosd
Arrow as separate, mdependent companies, but instead to merge the two carriers. The
amended request asks that the Department approve the transfer of the authorities held
by Fine Air to Arrow, the surviving air cartier upon completion of the merger. This
amendment also contained a request that the Department register the trade names “Fine
Air” and “Arvow Air” under which the surviving entity plaas to conduct business,

" 0n March [2, 1999, an answer to the de facte transfer application was received from Gemini
Alr Cargo. In irs filing, Gemini stated that, while it had no objection 1o the Department's
approval of the joint applicaticn as to authoriry o any country that provides open entry w U.S.
carciers, it asks the Departmemt to make a positive determination that the requested route
rranster will not present any problems with respect to the entry of another air carrer into each
i the markets involved prior to approving the de facto rransfer. Gemini noted that it was
particularly concerned over the unpact the transfer would have on the ability of other cartiers
setve Colombia, Ecuador, and Yenezugla. Gemini’s arguments in this docket were identical o
those it made in response to the joint applicants” exemption request {Docket O8T-99-53196) and
are ser torth in detml in Order 99-4-5, along with the joint applicants’ response to these
arguments.  While the joint applicants amended their request in this docket from a de facte
rransfer of Arrow's authofity o Fine Air to one involving the actual trapsfer of Fine Air's
authority 10 Arrow on April 6, 2000, Gemini has not filed any response to this amendment.
Muareover, since the filing of its answer in March 1999, Gemini has received authority to serve
Colombia (see Natice of Action Taken in Docket OST-99-6633, issued March 30, 20000 and
Ihe Depariment has initiated the €78 -Ecuador AN-Cargo Frequency Allecarion Proceeding
(Decket OST-2000-7513) in which Germini is seeking authority,
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PUBLIC INTEREST

Section 41103 of the Stamte {49 U.5.C. 41105) permits the Department to approve a
certificate transfer if it finds that the transfer is consistent with the public interest. The
Deparnment has adopted as its public interest standard in such cases a palicy of allowing
proposed tansfers provided that they do net conflict with important international
aviation policy objectives and are not otherwise inconsistent with the public interest.” In
determining the public imerest, the Department finds that the acquiring entity is a U.8.
citizen and is fit 1o hold the certificate authority.” Moreover, section 41105(h) requires
the Department to apalvze the impact of the transfer on the viability of the carrier
applicants, competition in the domestic airline indusiry, and the trade pesition of the
United States in the international air transportation market. Also, the Department has
stated thae it will carefully constder the impact of any proposed sale of rowe autharity
on airline workers."

This case involves the combination of two relatively small airlines thar hold scheduled
authority to serve a number of international markets. As a result, we must examine the
effects of the transaction in the context of our aviation agreements with the countries
involved and competition in the affected markets to determine if such a merger is in the
public interest. After a careful review of the original and amended applications and the
transaction as implemented, we have determined that the transfer of authority among
Fine and Arrow meets our standards for approval and is consistent with the public
interest.

With the exception of Ecuador, our avianion agreements with all of the countries
involved permit operations by multiple U.S. air carriers. Thus, to the exient that Fine
and Arrow each hold authority to the same couniries, the merger of these airlines
should not have a significant impact on competition, as other airlings are free to enter
the market as demand warrams.’” To the extent that Fine will transfer 10 Artow

4

See, eg, Joint Application of United Parcel Service Co. and Challenge Adir Cargo, fnc.,
Coder 2000-3-2, p .4, Soint Application of Northwest Airlines and Delta Air Lines, Order 95-4-41,
p.3, Joinr Application of Federal Express Corporation and Evergreen Airfines, Order 95-8-9, p 4,
and JSoint Application of Federal Express Covporation and Florida West Internarional, Crder 37-
Jd-23 pd

Jee Federal Express, Order 89-3-21, p7.

See Initiative-to Promete a Strong Compensive Avigtion industry, January 1994.

Whnle our aviation agreement with Venezuela provides for multiple entry by U.S, air carriers,
over the past several months, Veneruela has refused to approve services by additional 1.5,
varriers. Fine and Armow both now hold aurthenty to serve Venczucla, although Fine helds
suthotity to serve some additional Venezuelan points that we are transfermng to Armrow. Since
Arraw aiready holds some authanty to serve Venezuela, we would nier expect that Arrow would
encounter any problems with respect to its erhanced Venezuela operattons as a result of the
transter, Morgzaver, in these circumstances, we do not find rhat the transfer, although reducing the
number of competitors (n the market, will adversely attect the competitive opportumities of other



authorities not currently held by Arrow, there will be a one-for-one replacement in the
markets of service from Fine to Arrow. As discussed below, with the merger, Arrow
will have the benefits of a combined aircraft fleet, personnel, and financial capabilities
for its operations that should facilitate its use of the international route rights and ys
competitive ability in the markets. )

Our aviation agreement with Ecuadar permits services by multiple U.S. air carriers but
limits the operations of the carriers collectvely to 15 weekly frequencies. Fine and
Arrow are two of four airlines now authorized to serve Ecuador. Fine holds an
allocation of two weekly frequencies, and Arrow holds an allocation of three weekly
frequencies.’ While rhe proposed merger of the airlines will increase Arrow’s
frequencies and reduce the oumber of competitors, Arrow will continue to be one of
several airlines serving Ecuador and will hold only one-third of the availabie
frequencies. Taking into consideration these circumstances and the fact that no party.
has opposed Fine's and Arrow’s plans to operate as a merged entity, we are persnaded
that the transfer will not produce sigmficant adverse competitive consequences i the
mtarket that would warrant withholding transfer of Fine's two weekly Ecuador
frequencies 0 Arrow.

We also conclude, as more fully discussed helow, thar the trapsfer will have no impact
on the U.5. citizenship of Arrow, and that Arrow will continue to be fit to conduct is
certificated  all-cargo  operations, as well as those authorized by the transferred
authority, subject to certain conditions and [imitations.

In addition, we find that approval of this transfer will enhance the viability of the
surviving air carrier.” While the number of operating all-cargo carriers will be reduced
hy one upon completion of this merger, no actual reduction in competition in the
domestic airline industry will resnit, as Fine Air and Amow, under their current
common ownership, no longer directly compete with each other. Moreover, because
the current operations of Fine Air will continue to be provided by Arrow, the transier

- will have no negative impact on the trade position of the United States in the

international air transportation market. Finally the transfer will involve no significant
loss of jobs and will have no adverse effect on the majority of the employees involved.

2ir carriers in the market. We will continue to wark with the Venezuelan authonties to facilitate
uperations by additional U 5. air catmiers,

The ither 1} weekly frequencies are allocated to Kitty Hawk International (three) and United
Iarcel Service (UP3) {seven). UPS was allocated these frequencies pursuant to the Department’s
zpproval of the rransfer of Chalienge Air Carge's Ecuador authorities to UPS by Order 2000-6-7.
That order permits Chabenge o continue to operate the routes pending foreign government
upproval of UPS’ service. We are currently conducting a proceeding to reailocate Kitty Hawk's
frequencies in Docket OST-2000-7513,

As noted in the section of this order dealing with the finaacial condition of Fine Air and
Arrow, e joint applicants believe that a full merper of these two companies will result in
significant cost savings.



Thus, we conciude that approval of the transfer will benefit the public and will net
contlict with our international aviation objectives.

FITNESS -

Currently, Arrow operates 9 narrow-body DC-8 and 3 wide-bedy L-1011 freighter
aircraft providing all-cargo service between the U.S. and various countries, primarily in
the Caribbean and Latin America, while Fine Air operates a similar fleet composed of
13 DC-8s and 1 L-1011 providing all-cargo service primarily in the same geographic
regions. Upon approval of the transfer of Fine Air’s certificare autherity to Arrow,
Arrow will operate the combined fleet of 26 aircraft to conduct all of the service
currently provided separaiely.

Ownership and Management

Fine Air has been owned by Fine Corp., or its principals, since its inception in March
1989, while Arrow came ander Fine Corp.'s ownership in April 1999. There will be
no change in the ownership of Arrow, the surviving air carrier, as a tesult of the
merger of these two companies. Various management and key technicai personnel
currently with Fine Air will assume positions ai Arrow. However, Fine Corp. has not
yer ideneified which individuals currently holding senior management and technical
positions with Fine Air and Arrow will serve in their same capacity or hold other
positions in the merged carrier. The company maintains, however, that each person
noted below is qualified to heid a position in the same technical area with post-merger
ATIOW,

Mr. J. Frank Fine currently serves as Chairman of the Board of Directors of Fine
Corp., Fine Air, and Arrow Air. Mr, Barry H. Fine currently serves as a director with
cach of these companies, as well as the President and Chief Executive Officer of Fine
Air. The qualifications of these individuals were discussed in detail in Order 92-3-23,
issued March 11, 1992,

Mr. Gullerme J. Cabeza currently serves as President and Chief Executive Officer of
Arrow and Chief Operating Officer of Fine Air." He assumed his positions with
Arrow in July 1598 afier serving for mare than six years in various flight-related and
Seni0r management positions with the company.

Mr. Michael Mendez, an Airframe and Powerplant mechanic, currently serves as Fine
Air's Vice President of Maintenance/Director of Mainrenance. He began working as an

[nitially. che ownership of Fine Air was equally split berween J. Frank Fine and Barry H.
Fine. In mid-1998, the ownership of Fine Air was transferred to Fine Cotp., which itself is
wholly owned by the noted individuals.

Mr. Cabeza also serves ag a director of Fine Air,



aircraft mechanic n 1977, In 1984, he joined Arrow as its Director of Maintenance,
later becoming its Yice President of Maigtenance. In 1989, Mr. Mendez left Arrow
and during the next 10 years worked as a General Manager with two different repair
stations. He joined Fine Air in his current capacity in May 1999,

Mr. Luis A. Planas, an Airframe and Powerplant mechanie, currently serves as Fine
Air's Director of Quality Comtrod. Mr. Planas began his carcer in 1986 serving as a
mechanic with Eastern Airlines. During the pext five wears, Mr. Planas heid
increasingly responsible positions with Eastern. He then joined Flagship Express as a
maintenance controller apd. in 1993, he joined Reno Air as a mechanic. During the
next six years, Mr. Planas held increasingly responsible positions with that carrier,
ending as ics Director of Maintenance.

Mr. Richard McCallman joined Fine Air in 1993 as its Chief Inspector. As aoted more
fully in Order 93-6-22, Mr. McCallman holds an Airframe and Powerplant mechanic
certificate from the FAA and has 4 long career in aviation maintenance that includes
more than 35 years with National Airlines, two years with Pan American, and ten years
with Airlift Imternational, pricr to his joining Fine Air.

Mr. Steve Clements, an Airline Transport Pilet, serves as Fine Air’s Directar of
Ovperations. He began his aviation career in 1989 as a pilot with United Parcel Service.
In 1993, he worked briefly as a pilot for Fine Air before assuming a pilot position with

Kitty Hawk International Airways where he remained vatil rejoining Fine Air in mid-
19499

Mr. George Grinrad currently serves as Chief Pilot of Fine Air, a position he assumed
earlier this year. Previously, Mr. Grinred, an Airiine Transport Pilot with over 21,000
flipht hours, was a pilot for almost 30 years with American Imternationmal Airways,
Rosenbalm Aviation, and Braniff International.

~ Mr. Carlos Veliz, an Airframe and Powerplant mechanic and commercial pilot, serves
a5 Vice Presidenv/Director of Safety for Fine Air. In 1986, Mr. Veliz began as a flight
line supervisor with Batch Air, and then moved on to flight and quality control
positions with Arrow. From 1993-1997, Mr. Veliz worked as a training consultant
with Greenwich Air Services, before refoining Arrow as a first officer. Later in 1997,
Mr. Veliz was promoted to Directar of Flight Safety with Arrow where he remained
until early 1999, During the first half of that year, he was self-employed providing
consulting services to Fme Air on the development of its safery program. In June
1999, he joined Fine Air full-time as its Vice President-Safety.

Mr. Nelson (Gonzalez, an Airframe and Powerplant mechanic, serves as Director of
Maintenance tor Arrow. Prior te assuming this position in 1997, Mr. Gonzalez worked
for a number of wvears in maintenance-related positions, including as senior
management, with several other air carriers.
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Mr. Richard L. Weber currently serves as Arrow's Director of Quality Control. Mr.
Weber, an Airframe and Powerplant mechanic, began working in aircraft maintenance
m 1960 as an aircraft crew chief for the U.S. Air Force. Since that time, he has held a
variety of maietenance positions with carriers and repair stations that included Pan
American Airways, Southern Air Transport, and Batch Air. He joined Arrow asa
mechanic in 1992 and has held increasingly responsible positions with the company
sitice that time.

Arrow's Vice President and Director of Operations is Mr. Joseph Gleason. Mr.
Gleason, an Airline Transport Pilot, has been an employee of Amow since 1981,
starting as a piiot and later serving as its Chief Pilor. Prior to joinimg Arrow, he
worked for approximately four vears with two other companies.

M. William Rubiano, an Airline Transport Pilot with more than 25,000 total fight
hours accumulated over the last 40 years, serves as Arrow's Chief Pilot. Mr. Rubiano
spent the first 28 years of his career working as a pilet with various foreign air carriers.
In 1989, he became a pilot with Millon Air, where he worked until joining Arrow in
1997,

Mr. Thomas I. Quehl, an Airline Transport Pilot, serves as Arrow’s Director of Safety.
Mr. Quehl commenced his aviation career in 1990 as a pilet with Arrow. In 1995, he
lcft this positiom and joined American [nternational Airways, also as a pilot, where he
served until rejoining Arrow in 1999 as its Director of Safety.

All of the individuais noted above are experienced in overseeing operations of the same
type that will be conducted by Arrow, post-merger. Further, in approving these
individuals for their current positions with Arrow and Fine Air, the FAA has reviewed
their experience and background and found them to be satisfactory.” Therefore, we
conclude that Artow has demonstrated that, post-merger, it will continue to have the
managetment skKills and technical ability te conduct all-cargo operations.

Operating Plans and Financial Conditign

Based on the information available to us, it appears that the overall financial condition
of both Arrow and Fine Air is good. As of March 31, 2000, Arrow had current assets
of $20.8 mitlion and current liabilities of $23.5 miilion, resulting in negative working
capital of $2.7 million and a curremt assets to current liabilities ratio of 0.89:1. Arrow
had no long-term debt and its net equity situation was a positive $20.11 million.

The FAA evaluates certain of an air carrier's key personmel with respect to the minimum
qualifications for those positions as prescribed in the Federal Aviation Regulations. The FAA’s
eviluanen of these key personnel provides an added practical and in-person test of the skills and
rechnical ability of these individuals.



As of March 31, 2000, Fine Air had curremt assess of $59.4 million and current
liabilities of $63.5 million, resulting in negative working capital of $4.1 million and 2
current assets to current liabilices ratio of 0.94:1. Moreover, while the company has a
substantial long-term debt burden ($190.1 million as of March 31), it maintained a
positive net equity position of $9.4 million. )

Eoth carriers provided forecast balance sheets reflecting their anticipated financial
condition immediately preceding the proposed merger, as well as a post-merger halance
sheet for Arrow. These forecasts show that immediately prior to the merger, Arrow
anticipates cureent assets of $18.9 million and current liabilities of $24.2 million giving
It & negarive working capwal position of $6.0 million and a current assets to current
liabilities ratio of 0.76:1, ne long-term debt, and net stockholder’s equity of S15.4
million; while Fine Air forecasts that it will have current assets of $54.3 million and
current liabilities of $57.1 million giving it a negative working capital position of $3.1
million and a current assets to current liabilities rario of 0.95:1, long term debt of
51943 million, and net stockholder's equity of $7.8 mitlion.

Upon completion of the merger, Arrow will have current assets of $53.2 millien and
current liabilities of 362.1 mllion giving it negative working capital of $8.9 million and
a current assets to current liabilities ratic of 0.86:1, long-term debt of $194.3 million,
and net stockholder's equity of $23.9 million.

The April 30, 2000, consolidated balance sheer for Fine Corp., the parent of both
catriers, shows total assets of $81.2 mullion and current liabilities of $78.7 million,
resulting in positive working capital of $2.5 million and a current assets to current
Habilities ratio of 1.03:1. Moreover, this balance sheet shows that Fine Corp. had
posilive stockhoiders’ equity of $27.2 million as of April 30. Despite its good financial
condition overall, the company’s cash situation at June 1 was such that it deferred
making a §9.4 million interest paymenr on its long-term notes due on that date.” The
company attributed this cash shortage 10 a combination of sharply increased fuel costs
during the last several months and the costs associated with operating Fine Alr and
Arrow as separate companies. Fine Corp. anticipates that completion of the merger at
issue will resuit in various cost savings. [n the interim, Fine Corp. obtained additional
short-tertn financing with which to make this payment, and has recently completed a
restructuring of its debt and is now in full compliance with the terms of its notes.”

Farther, nothing m our review of the overail financial condition of Arrow, Fine Air, and
Fine Corp. indicates that the condition of any of these entities iz such that the air carriers
nvolved are net financially fit to conduct the operations autherized by thewr respective
certificates or that upon completion of the mergar Arrow will not be fit to conduct the
combined operations.

L'nder the erms of the nows, non-payment of interest does not constitte an event of defauit
unless it continues for more than 30 days,
See Consolidared Reply of Fine Air Services. Inc. in Docket QST-00-7513, pp.3-10.



Compliancs Disposition

Arrow and Fine Air have, in the past, experienced significant problems compiying with
both the Department’s reporting requirements and rthe Federal Aviation Regulations.
However, these issues have been resolved and both carriers are currently performing in
a satisfactory manner.” Further, no information has come to our aitention that would
indicate (hat either carrier, or Fine Corp., are the current subject of any charges of
unfair, deceptive or anti-competitive business practices, or of fraud, falony or antitrust
viofations, or other tegal action other than those that result in the ordinary course of
husiness. :

CITIZENSHIP

49 U.5.C. 41102 requires thar certificates to engage in air transportation be held only
by citizens of the United States as defined in 49 U.5.C. 40102(a)15). That section
specifies that the president and twe-thirds of the board of directors and other managing
otficers be U.S. citizens and that at least 75 percent of the outstanding voting stock be
owned and controlled by U.S. citizens. We have also interpreted the statute to mean
thar, a5 a factual maiter, the carrter must actually be comrolled by U.S. citizens.

Both Arrow and Fine Air are currently owned by Fine Corp. which, in wrn, is owned
by Messrs. J. Frank Fine and. Barry H. Fine. No changes in this ownership strucrure
are contemplated as a result of the merger of Arrow and Fine Air. We have praviously
found Fine Air to be a U.S. citizen under this same ownership. Further, all of the
individuals who wili hold key management positions with the post-merger Arrow are
also UI.5. citizens, and there is nothing in the record that would lead us to conchude that
control of the post-merger Arrew will not rest with citizens of the United States.

In view of the foregoing, we conclude that Arrow will remain a U.S. citizen and will
continue to be fit, willing, and able to provide all-cargo operations.

" Most recently, on March 27, 2000, Fine Air emtered intc & plea agreememnt with the
Deparmment of Justice under which it plead puilty to various felony charges arising from actions
that gecurred in August 1997 Under the terms of this plea agreement, Fine Air agcepted the
imposition of a 3.5 million fine. The carrier is current in its payment of this fine. More
importanely, however, pursnant to the piea agreement and probation set by the federal court the
company has undettaken certain steps which are designed o prevent similar viclatiens from
oceurring in the funire. The obligations and terms set by this agreement and Fine’s probation
upply 10 any successors or transferees of Fine Alr, including Arrow, and should the company
violate the terms of its probation or plea agreement, or engage in other conduct in contravention
of federal or swate faw, such actons will have a significant negative effacr on our view of its
compliance disposition and, accordingly, its fitness.



CERTIFICATE CONDITIONS AND LIMITATIONS

Our fitness findings stated above are based solely on our evaluation of post-merger
Arrow’s ability ta conduct the operations now conducted separately by Arrow and Firde
Air using a total of 26 aircraft. Both carriers currently have cermain conditions and
limitations artached to their authority which iimit the aumber of aireraft each may
operate, as well as Arrow’s ability to conduct the passenger operations authorized by
some of its certificates. Currently Arrow is restricted to the operation of no meore than
12 aircraft (see leticr to Arrow Air dated September 10, 1998, from the Director, (ffice
of Aviation Analysis) and Fine Air is restricted to the operation of no more than 20
aircraft (see Order 98-1-3). While Amow is currently operating all aircratt authorized by
its authority, Fine Air currently operates only 14 of the 20 arcraft anthorized.

The joint applicants have requested that the Depariment remove all aircraft limitation®
restrictions for the post-merger Arrow. They have not, however, presented any plans {o
operate additional aircraft and we have nol evaluated Arrow's fitness to conduct any
operations bevond those that will result from a simple combining of both carriers current
nperations, Therefore, we will impose a new limit based on the number of aircraft now
separately authorized.  As a result, post-merger Arrow may not operate more than 32
aircraft without first providing 435-days advance notification to the Departmeant of its
intent to do so and demonstrating its fimess (0 conduct operations with any additional
alrcraft.

o additton, our findings do not pertain to Arrow’s fitness to conduct passenger
operations.  Arrow has not conducted any passenger operations sinee on or before
March 18, 1995, ity current certificates contain a condition restricting its ability to
instimee such operations without further action by the Department, and it no longer
holds operations specifications from the FAA authorizing passenger operations.
Moreover, the authority contained in the Fine Air certificate being transferred is for all-
cargo operations only. Therefore, we will take this opportuaity to remove the unused
passenger suthority {from Arrow's certificates and reissue these centificates for all-cargo
opetations only.

I':nally, we will cancel all redundant certificate and exemption avthority curtently held
by Fine Air that we are not transferring to Arrow.

ACCORDINGLY:

1. We find that Arrow Air, Inc. d/b/a Fine Air and d/b/a Arrow Air continues o be a
U.5. citizen and 15 fit, willing, and able to engage in certificated all-cargo operations.

2. We find it is mn rthe public interest to approve the cransfers of international
certificate, exemption, and frequency authority among Arcrow Air, Inc., and Fine Atr
Services, Inc., held by each.



3. We find that it is in the public interest to transfer to Actow Air, Inc. dfb/a Fine Air
and d/b/a Arrow Air:

(a) the certificate authority of Fine Air Services, Inc., for Roure 644 as reissued I:;y
Order 99-12-7,

{b) the exemption authority of Fine Air Services, Inc., to provide allcargo
operations between the United States and Peru awarded by Notice of Action
Taken dated October 2, 1998 (Docket OST-98-4349), " and between Miami and
Valencia, Venezuela, awarded by Notice of Action Taken dated October 13,

1998 (Docket OST-96-1770); and

{¢) the frequency alocation of Fine Air Services, Inc.. of weekly frequencies for
all-cargo service in the Miami-Ecuador market. This frequency allocation is
subject tor the condition that the frequencies will expire and revert automatically
ta the Departrnent if not used for 2 period of %0 days.

4, We reissue the certificates previously issued to Arrow Air, Inc., by Orders 95-6-39
and 96-10-2 in the artached form to reflect:

(aj the rransfer of all non-duplicative certificate authority currently contained in the
certificate issued to Fine Air Services, Inec., for Route 644:

(b) the removal of the passenger authority contained therein; and

{c) the use of the trade names “ Arrow Air” and “Fine Air.*"

5. To the extent not trapsferred by the foregoing ordering paragraphs, we cancel ail
other certificate and exemption authority previously issued to Fine Air Services, Ine.”

The exemption authority to serve Guavaquil and Quito, Ecuador, from Miami granted to
Fine Air by Norce of Action Taken dated March 24, 2000 {Docket OST-86-103%) is
duplicative of exemption suthority held by Arcow and will not be transferred.  All other
exemption authoriry held by Fine Air is duplicative of anthority contained in Arrow’s certificate
It‘gr Route 343F and will not be transferred.
 Fme filed a timely application for renewal of this authority on June 13, 2000. Since Arrow
ircady holds exemption authority to serve Caracas and Maracaibo, we need not vansfer that
duphicative authonty of Fine for these points to Arrow.

{onsistent with the policy stated in Order 99-12-7, page 5, the reissued foreign certificate
will provide the carrier with the maximum operating flexibility possible. Therefore, where
AITOw’s current certiticate permits service only between 5t. Maarten and Curacao, the reissued
certiticate will authorize service to any point in the Netherlands Antilles, and the authotity 0
serve Shannod, Ireland will be reissued as authority to serve Ireland.

This inchides the certificate issued to Fine Air by Order 99-12-7 for Route 644, as all non-
duplicarive authority contained therein has been transferred o Arrow's authority for Route
343F. In addition, the authority concained in the interstate and foreign charer certificates issued
o Fine A Services, Inc., hy Order 97-7-30 is redundant © awchority contained in the
scheduled interstate and foreign certiticates held by Arrow, and is therefore cancelled. Under



6. Should Arrow Auwr, Inc., propose o operate mere than 32 atrcraft, we direct it o
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. :

7. Unless disapproved by the President of the United States under 49 U.S5.C. 41307,
this order and the attached certificates shall become effective upon the 617 day after its
submission for section 41307 review, or upon the date of receipt of advice from the
President or his designee under Executive Order 12597 and implemmenting regulations
that he or she does not mtend to disapprove the Department’s order undn:r that section,
whichever occurs earlier.”

B. We will serve a copy of this order on the persons listed in Attachment A.

By
A. BRADLEY MIMS
Acting Assistant Secretary for
Aviation and Internationa] A ffairs
{SEAL}

‘he Department’s rules (14 CFR 212.1}, a carrier holding either interstate or foreign scheduled
cerrificate authority automatically possesses worldwide charter authority and, hence, a separate
certificate for charter operations is unnecessary,

" This order was submitted for Sactiom 4(307 review om July 27, 2000. on
juzast 4, 2000, wa received aotificstion that the President's designee under
Srecutive Order 17597 and 1ts implementing regulationg did not intend to
disaperave the Department's order.
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Certificate of Joublic Convenience and Mecessity

for -
Interstate Zir Transportation

{as raissued)
This Certifies That

ARROW AIR, INC,
d/b/a FINE AIR
d/b/a ARROW AJR

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

This (ertificate is not transferable without the approval of the ‘Department of
Transportation,

By Direction of the Secretary
Issued try Order 2000-8-5 A. Bradley Mims

On “uly 27, 2000 Acting Assistant Secretary for
Effective on August 4, 2000 Aviation and International Affairs




" Hs reissued

by Order 2000-
Attachment
o

fg TM“’ca,%‘ Terms, Conditions, and Limitations "

b3

° ( ¥ ARROW AIR, INC.

j d/bfa FINE AIR
“areg oF d/b/a ARROW AIR

1 authonized to engage in interstate aiv transportation of property and mail between any potnt
tn any.State, territory, or possession of the United States or the Dwstrict of Columbia, and any
ather point in any of those entities,

Thes authoricy s sufiject to the foflinwing protsions:

1) The holder shall at afl times conduct s operations in accordance with the
regufations preserifed by the ‘Department of Transportation for the services authorized
by thes certificate, and with such other veasonable terms, conditions, and Gmitations as
thy Department of Transportation may prescribe in the public interest.

(2} The folder &5 not authorzed to carry possengers (other than cargo attendants
decompanytig freight sthiprents)

(31 The folder's anthority under this certificate i effective only £o the extent that
iwch operations are alto autforized &y the Federal deatwon Administration.

(4} The holder shall at all tumes remain o ‘(itizen of the United States” as required
by 49 U5 $0102{ak 15}

(%) The Aolder shall maineatn in effect abifity msurance coverage as required under
{4 OVR Part 205, Fadure to motetain such imsurance coverage uwnll render a
certificate wneffective, and this or other failure to comply wath the provisions af
Subeiele VIT of Title 49 of the United States Code or the ‘Department's reguiations
shall be sufficient grounds to recoRe this certificate.

ol Skowld the folder propose amy substantial changes in its ownership,
mUIndgement, or operations (a5 that term w defaned fn 14 (OFR 204 2(€)) it must frest
comply with the requirements of 14 COFR 204.5.

“This certifcate is being reissued to reflect the vemoval of the restricted passenger autfiority
previonsly contdined herein and the addition of trade names that resulted frome the merger of
Fine Ay Servces, Inc., into the Rolder,



[

(7} Inthe event that the holder commences but sufsequently ceases aff operations for
twhich 1t way found ‘i, willing, and abie," its authority under tius certificate shall be
suspended under the terms of 14 (FR 204.7 and the holder may neither recommenee
ror advertise such operations unless its fitness to do so has been redetermined Gy the
Department. Moreover, if the holder does not resume vperations witfitn one year of its
cessation, it authority shall be revoked for dormancy,
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Stareg of

Certificate of Public Convenience and AMecessity
for
Forewgn Air Transportation

Aoute 343%

(as retssued)
This {ertifies That

ARROW AIR, INC.
d/b/a FINE AIR
d/b/a ARROW AIR

15 authorized, subject to the provisions of Subtitle VII of Title 49 of the United States Code,
the orders, rules, and requlations issued thereunder, and the attached Terms, Conditions, and
Limitations, to engage in foreign air transportation of property and mail.

This- Certificate is not transferable without the approval of the Department of

i hm.fpormrian.

By Direction of the Secretary

Lssued by Order 2000-8-5. A. Bradley Mims
O July 27, 2000 Acting Assistant Secretary for
Fffective on Angust 4, 2000 Aviation and International Affairs




* 35 retssued
by Order  2000--8-5
Attachmeni

oF
f“ W‘“'q% Terms, Conditions, and £ imitations

§ 5
. ARROW AIR, INC.
7 . f d/b/a FINE AIR
= d/b/a ARROW AIR

i authorized to engage in_foreign air transportation of property and mail Setween a potnt or points

1o Hie nrted States and:

Albanta (reece
Antigua and ‘Barbuda (Frenada
Armenia iy nadefoupe
Aruba (Fuatemala
Azerbaifan Giyana
(Rahamas [sfands, the Hair
‘Barbados Honduras
‘Belarus Flungary
‘Belguim Tceland
Belize Irefand
Bohtid Farmica
‘Bosnia and Herzegoving Hordan
HBotrtand Ryrgyzstan
‘Bufgara Latv

{fisle Lithuaniy

( olombia Luxgmbourg
Congo, ‘Democratic Republic of the Macau

{ ovta Kica Macedomia
(ote d fooere Malaun

{ riratia Mafta

(zech Republic Martingue
Nomintcan Republic Moldorva

E{ Safvador Nitrifia
Fatona Netherfands, the
Ethiopta Netherfands Antfles
{yeorga New Zealand
CrertdTy Mearagua
{ihana Pangma

TThis certificate w5 being renisued to reflect the removal of the restricied passenger authority previousty
contained Rerein, the addition of trade names that resufted from the merger of Fine Qr Services, [nc., into
the holder, and the transfer of afl non-duplicative authority previousfy contained tn Foute 644 issued to
‘Fine Jir Services, Inc., by Order 99-12-7.



Pargguay Tafikistan

Quatar Tanzanid

Slovakia Trintdad and Tobago
Stovensa Turkmenistan

Spam Uganda

RYAN i) Urnguay

Surtnam ‘Ulzbekistan
Suntzerfand

This authonty is subpect to the followrny provisions:

i1} Ihe holder shall at off times conduct its operations in accordance wuf the requintions
prescrbed by the Department of Transportation for the semvices authorized by this cortificate,
uird wHth such otfier redsonablfe terms, conditfons, and Gmitations a5 the Department qf _
Transportation may presenbe wn bie pubfic interest,

20 The holder w not authorzed to carry passengers (other than cargo aitendants
aczompanying freght shipments),

(3} The hotder shall ar 2ff times conduct ftr operations in gecordance with aff treaties and
agreements between the United States and other countries, and the exercise of the privileges
granted by this certificate is sufiject to compfiance with such treattes and agreements and with
ary order of the Department of Transportation issued under them. To the extent that the holder
flas authomity to sevve move than one country or points e more than one country on the same
route segrueitt, that authonity dees not confer upon the fwlder any additional rights {ine{uding
Sifth-freedom intermediate andyor beyond mghts; in fimited-entry marfers unfess the Department
fas completed ary necessary carvier selection procedures to determing which carrer!s) shoutd be
authorized to exercise such nghits and flas notified the foregn countryfies; involved that any
such selected carmen(s) fas the required authonity. Tn such cases, the fact that the carmier may
fiold authority to sevve the countries (points) at issue on the same segment will not be considered
iaf providing any preference to the folder in a carner selection proceeding.

1 The exercise of the authonity granted feve s subject to the folder's first ofitaining from the
appropriate foreign governments such operating rights as may be necessary.

FIU The ilders autforsty nnder s certificate is effective onfy to the exgent that such
operations are afro suthorized by the Federal viation Administration ('FA, and comply with
alt FAA requirements concermng SECUrity.

GF The holder chall at aff tmes remain a 'Citizen of the United States” as required by 49
LA 0102 ai 15

T The folder shall maintain in effect fiabuity insurance coverage as required under 14 (FR,
dart 205 datfure to mamnran such insurance coverdge will render a certificate ineffective, and
tits or otier farure to comply with the provinons of Subtitle VI of Title 49 of the United
Stares {ode or the Department’s requittions :iaid be sufficient arounds to reveke this certificate.
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‘8) Should the holder propase amy substanual changes tn s owngrship, management, or
operations ‘as that term is defined in 14 CFR 204.2(0) it must ftrse comply wath the
reqrirements of 14 CFR 204.5,

(%) In the event that the holder ceases off operations for whicf it tas Sound 'fit, ualling, and
able,” i3 antfiority under this certificate shatl be suspended under the terms of 14 CFR 204.7
Ind the kholder may nesther recommence nor advertise such operations wnless its Jitness to do so
Aas been redetermined by 1he Department. Moreover if the Rolder does not resume operations
within one year of fts cesiation, its autfoney shafl be revoked for dormancy.

Fi0s TRe holder may combing services on rhs certiftcate wtth alf jervices cuthonzed iy otizer
epartment cereificates or exemptions, provded, that such operations dre consistent wath tie
applicable bilateral aviation agreements; and provided farthier, that ia; othing wn e gward of
the route mtegration authonty requested should fe construed as Conferning upon the fofder
sdditional nghts {including fifth-freedom intermediate and/or Seyond rghts) w0 serve markets
where U3, carrier entry is fimited unfess the folder first notifies the Departmemt of tés tntent to
serve such a market and unless and until the Deparvment fas completed any necessary carmer
selection procedures to determing winich carmers) should be cuthorzed to cxercise ruch rights;
and 8} should there be a request by any carrier to use the fimited-entry route rights that are
wteluded in the holder's authonty By virtue of the route integration authonity granted fiere, but
not being used, the Rolding of such authority Gy route mtegration will not be considered as
providing any preference for the fiolder in a competitive carier selection procceding to determine
which carrien(s) should Se entitied to use the authonty at (ssue.

This certificate skafl hecome effective on August &, 2000.
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Experimental Certificate
of ublic Convenience and Mecessity
for
Foreign Air Transportation

Route 710

(as retssued)
This Certifies That

ARROW AIR, INC,
d/b/a FINE AlIR
d/b/a ARROW AIR

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 attachied Terms, Conditions, and
Limitations, to engage in foreign air transportation of property and mail.

This (Certificate is not transferable without the approval of the Department of

Transportation.

By Direction of the Secretary

Issued by Order 2000-8-5 A. Bradley Mims
On July 27, 2000 Acting Assistant Secretary for
Effective on October 2, 1996 Avpiation and {nternational Affairs




* A5 reissued
ﬁ:}l’ (_}rdl:r 2“““-3“5
Attachment

Terms, Conditions, and £imitations

ARROW AIR, INC,
d/b/a FINE AIR
d/b/a ARROW AIR

15 autfarzas to ergade m ﬁ:rt*rgr: ai trasportation o F property dud mail

Betteeen the colerminal points Hoaston, Texus, and Miami, Florida; and the coterminal points
L and Iquitoy, sFer

‘iR Juthorey s subgect to the following provistons:

ifF The rofder shall at all fimes conduct 185 operations in accordance with the regulations
presertbed by the Weparrment of ‘Transportation for the services authonized by this certificate,
and with such otfier reaionable terms, conditions, and Lmitations as the Department of
Transportation may prescrbe in the public interest,

‘2 The holder s nor authomzed to camy passengers [other than cargo attendants
accompanying freight shipments)

130 The holder shall at ail tmes conduct its operations i accordance with afl treaties and
agreerents fetween the United States and other countries, and the exgrowse of the privileges
Jranted fy this certtficare s subject to comphance with such treaties and agreements and
witf any ovder of the :Department of Transportation trsued under them, 70 the sxtent that
tie Aolder fias authority to serve more than one country ov potnis in move tham one country on
the same route segment, that authorty does not confer upon the folder any additional nghits
ncluiding fifeh-freedom tneermediate and;or beyond rights) in fimitedeentry markets nnless
tie ‘Department has completed any necessary camr selection procedures to determine which
curiertsi should be authorized to exercise such rights and fas notified the foreign countryftes;
vmvcdved that any such selected carvien(s) fas the requived authority. I'n such caszs, the fact
tiae ifte carrier may hold authority to serve the coumtries (potnts) at issue on the same
cepment wilf not be consudered as providing amy preference to the holder in a carmer selection
proceeding.

4 The exereise of the authorty granted here is rubfect to the folder's first obtaining from
the appropriate foregn governments such operating rights as may be necessary.

SThis cevtfficate is being retssued to reflect the addition of trade names that remlted from the
marger of Fine dir Sereices, Ine., inte the holder.
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3} The holder’s autfionty under thi certificate is effective only to the sxtent that such
operutions are alio authonzed by the Federal Avianon Administration ‘FAR), and comply
wath afl TAA requivements concering recurity,

) The holder shafl at all tumes remain a ‘Citizen of the United States” as requtred fry 49
VS0 H0102/aX15) '

(7} ‘The holder shall maintawn in effect Rafifity insurance coverage as required under 14
CFR, Pare 205, Fadure to wmatntain such imsurance coverage will render a certificate
tneffective, and thes or other fatfure to comply with the provisions of Subtitle VIf of Title 49
of the Umited States Codi or the Depurtment's regulattons shall be sufficient grcrumﬁ £a
revioky Has -::Frfﬁ.,atﬂ'

i8) Should the folder prapose awy substantiaf changes i its ewnership, management, or
Dperations (35 that term 15 defined i 14 CFR, 204.2(0) 5t must first comply 1with the
requirements of 14 (FR 2045,

{91 fn the cvent that the folder ceaser alf operations for whick it was found ‘fit, willing,
and able, " its authority under this certificate shall be suspended under 1hie terms of 14 CFR.
20H4.7 and the folder may neither recommence nor advertise such operations unfess its fitness
ta da su has been redetermined fry the Department. Moreover, if the folder does not resume
iperations within one year of its cessation, its authority sfiafl be revoked for dormancy.

10} The holder ackpowledges that this certificate is granted to determine if the folder’s
projected services, efficiencies, methods, rates, fares, cfiarges, and otfer projected resufts, wifl
i fact, materiafize and rematn for o sustained pertod of time, and to determine whether the
folder will provide the innovetive or few-priced mr transportation it proposed n its
application for authority,

11} The holder may combine services on thus certificate with all services authorized by
ather :Department certificdtes or exgmptions, provided, that such operations are comsistent
with the applicable bifateral aviation agreements; and provided further, that (a} nothing tn
tite award of the route integration authonty requested shoufld e construed as conferring upon
thie holder additional’ rights (including fifth-freedom intermediate and/or bevond rights) to
serve markets where ‘U8, carrier entry fs fimited unfess the Rolder first notifies the
Department of its mbent to serve suck @ market and wrfess and until the Department fids
rompleted any necessary carrer selection procedures. to determine which carnen(s) should be
authanzed to exereise such nghts; and (B} sthowld theve be a request by any carrier to use the
fimited-entry route rights that are tncluded in the Rolder's aurhority by virtue of the route
rfegration duthority granted here, but not baing used, the Rolding of suck authorty by route
recegration will uet be consdered as providing any preference for the holder in a competitive
camier selection proceeding to drtermime which camer(s) should be entitled to use the
Jhthorty at wsue,

s certificate became effective October 2, 1996, [t shall continue in effect untif five vears
after s effective date unless the Department of Transportation earfier suspends, modifies, or
delates the duthorite



Artachment A

SERVICE LIST FOR ARROW AIR, INC. DOCKET OS5T-99-5140

ALLAN W MARKHAM
COUNSEL FOR ARROW AIR INC
ALLAN W MARKHAM PL

2733 THIRTY-SIXTH STREET NW
WASHINGTON DC 20007

PIEERE MLRPHY

CLIZABETH C COLLINS

COUNSEL [OR FINE AR S¥VCS CORP
LAaW GFFICES OF PIERRE MURPITY
(ONME WESTIM CENTER

2443 M STREET NW

WASHINGTON DC 20037

1. FRANK FINE

BARRY H FINE

FINE AR SERVICES CORP
1261 NW a7TTH AVENLE
BUILDING 700

MIAMI FLORIDA 33152

MOFFETT G ROLLER
ROLLER & BAUER

(220 19TH 5T., NW
SUITE 400
WASHINGTON DU 20036

JEFFEEY MANLEY

COUNSEL FOR POLAR AIR CARGO
KIEKLAND & ELLIS

35 L5TH STREET NW
WASHINGTON DC 20005

MARSHALL SINICK

COUNSEL FOR FLORIDA WEST INTL
SQUIRE SANDERS & DEMPSEY

1201 PENNSYLVANIA AVENUE NW
WASHING TON DO 20004

ROBERT SILVEERBERL:

COUNSEL FOR AIAYKITTY HAWK
BAGILEC SILVERBERG & GOLDMAN
1131 30TH STREET NW SUITE (20
WASHINGTON DC 20007

WILLIAM EVANS

COUNSCEL FOR ATLAS AIR
YERNER LIIPFERT

i1 15TH STREET NW
WASHINGTON DC 20005-2301

WILLIAM CALLAWAY

{COUNSEL FOR CHALLENGE AlR CARGO
ZLUCKERT 5COUTT & RASENBURGER
XHZ 17TH STREET NW SUITE 600
WASHINGTON DC XKW

NATHANIEL BREED

COUNSEL FOR FEDERAL EXFRESS
SHAW PITTMAN POTTS & TROWBRIDGE
2300 N STREET NW

WASHINGTON DC 20037

JOHN RICHARDSON

COUNSEL FOR AMERITET INTL
CRISPIN & BRENNER STE 850
[ NEW YORK AVE NW
WASHENGTON DC 20005

TOM LYDON

COUNSEL FOR EVERGREEN INTL
1629 K STREET NW SUITE 301
WASHINGTON DC 200Kk3-1631



MGR FLIGHT STANDARDS DIV
Faa AS0D200

SOUTHERN REGION HD()

P} BOX 20636

ATLANTA GA 30320

REGHONAL COUNSEL
Faa ARSO7Y

SOUTHERN REGION HDO)
PO BOX 206368

ATLANTA GA 30320

MANAGER FSDO (9
FEDERAL AVIATION ADMIN
O BOX 592015

MIAMI FL 33159

AMERICAN ASSOC OF AIRPORT EXEC
4724 KING STREET
ALEXANDRIA VA 22302

MR RICHARD DUTTON AFS-900
ASST MANAGER CSET

Fap

4305 AVTATION DR STE 203B
DULLES VA 20166-7537

MR PETER LYNCH AGC-300

A55T CHIEF COUNSEL FOR ENFORCEMENT
FEDERAL AVIATION ADMIN

M) INDEPENDENCE AVE SW
WASHINGTON DC 2059

MR DONALD BRIGHT K-25
OFFICE OF AIRLINE INFO
DEPT OOF TRANSPORTATION
+ii} SEVENTH 5T 5W
WASHINGTON DC 20560

M5 JONI MOUNT

OFFICTAL AIRLINE GLUTDES
2000 CLEARWATER DR
OAK BROOK [L 60521

M ZAMMAR

DIE OF REV ACCOUNTING
AIR TRANSPORT ASSOC
5TE 1180

1301 PENNSYLVANIA AVE NW

WASHINGTON DC 20004

ALAN MUTEN

AST TREASURER STE 800
AIRLINES REPORTING CORP
1330 WILSON BLVD
ARLINGTON VA 22209

POI FOR FIME AIR SERVICES
FAA F5DO 19

PO BOX 592015

MIAMI FL 3315%

POl FOR ARROW AIR
FAA FSDO 19

PO BOX 592013
MIAMI FL 33159



