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« .. -DEPARTMENT OF TRANSPORTATION |
- FEDERAL AVIATION ADMINISTRATION

{ WASHINGTON, D.C. 20593

Jine 13, 1979

Richard A. Maresca, Esquire
Zuckert, Scoutt & Rasenberger
Brawner Building '

888 Seventeenth Street, N, W,
Washington, D. C. 20006 '

Dear Mr. Maresca:

This is in reply to your request of May 29 for opinions
reflecting the guidelines followed by the Federzal Aviation
Administration Registry in determining what transactions
are conditional sales for alrcraft registration purposes
under Federal Aviation Regulations (12 CFR) 847.5(c).

We enclose copies of two related opinions which indicate
our interpretation but it appears best to restate it
comprehensively, however briefly. e

‘ The only person entitled to register an aircraft in the
United States is the owner of the aircraft under applicable
law ( 49 U.S.C. 1401). This generally means the holder of
the legal title to the aircraft. However, follawin§ ,
O'Connor - Registration of Aircraft, 1 C.A.A. 5 (1939),
the vendee under a conditional sale that makes him the
equitable owner of the aircraft, with the vendor retaining
title for security purposes only, has been considered the
"owner" for registration purposes.

A contract of conditional sale results in the vendee being
considered as the equitable owner only if contract is
unconditionally binding on vendor and vendee and will
result in transfer of vendor's legal title when the vendee
has performed his obligations under the contract. The
definitions of conditional sale in 49 U.S.C. 1301 (19) are
not linked to aircraft registration either in the Act or
'in O'Connor. We have found, however, that the definition-
in section 1301(19) (b), leases constituting conditiocnal
sales, as that language is interpreted by the courts (albeit
for other purposes), comports well with the foregoing
principles. The words "contracts to pay as compensation
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a sum substantially equivalent to the value" of the aircraft
zean that the aggregate of the contractually required
payments creditable on the purchase price must geave'no

more than an un-"substantial" balance payable with exercise
of the option so that the vendee "ecould not afford to fail

to exercise the optiom," Burroughs Corporation v. Barry,

380 F. 24 427, 431 (C.A. 8, I9%7).

Of course, the requirements distin¥uishing a true conditional
sale from an ordinary lease or bailment are of the essence.
We cannot allow them to become attenuated, for circumvention
of the statutory requirement of registration by the "owmer"
only would be the result.

Sincerely,

Pl 5 L e

: JOHN T, STEWART, JR.

A Assistant Chief Counsel
International Affairs &
Legal Policy Staff
Office of the Chief Counsel

Enclosures
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~Hithireference to the rights of the parties-in the casa of
gbankruptey of the vendee, it would be presumptucus on our
-Zpart to txy to prejudge the holding of a bankruptcey court.
-In &3y eveut, FAA nust make its sdrinistrative determinstion
o of ovnership of an aircraft, for registration purposes only,
ifi-eccording to its best judgment. Ihat detercdination is
¥y dsmaterial in tictle licigation (49 U.S.C. 1401(D)).

Fimally, there is uo difficulcy In registering the aircreft
in the nsre of your corporation es owner, or in recordicp
the lezse, for the protection of the lessec, under 43 U.S.C.
i403 and the implementing regulaciom, 14 CFR Pers 49. We
Qave requestad that the FaA Zegistry should grant another
30-cay extemsion for temporary cperation of the aircerafc

axd you will receiv: a copy of the Alircraft Registration
&plicatica Form in the mail.

Sinceraly, -

Oripinalﬁ si )
e &aed
c.larkvli. Onstaq 4

. Clark ¥, Oustad
Caief Counzel

oa the basis of tie pending applicetion under 14 CFR &7.31(3),-
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I have reviewed your letter of Jannary 5, together vith
the ‘zecoxpanying documentation concerning tha eligibility

by ths lepase of that alrcrafi. ..

Trhe docsunsntation acoonpaaying your lettsr indicatea that
tha leass arrangsaent contains provisions Lor & "Purchase
Option® which nuat be sxersizad thirtiy deys prior to the :
end of a _lease terz sinmaliancously with the payment of -
3$750,000, Schedule B of the loaze rscites the cask asale
price of the aircraft as being in the anount of $2,484,779.

" Zhs total rsnt required by the leass is recited as- 33,467,500,
The- *dsferred payment price® ia 34,217,500, nanely, the  casha
sale price of $2,48, 770 plus a finance oharge of. 31,732,730,
The %750,000 spparently is the balance between the requir
rent and the deforrsd payment price. .

iz ordsar foxr the lesass of ths airsraft to qualify for
regiptration of tka alireraft, the leass wiitk purechase

option aust gqualify aa a "Conditlonal sale” undex the s g

definition of taat tors in the Federal Aviation ict of 1955,
a3 a=endod, (sec. 101{29){d), 49 B.3.C. 13c1(213)}(d)). &
lease with purchase option amounts to a condiiiornal sale ealy .
if ths payzeats reguiraed under ihe lsase and to be cradited

to the value of 4he aircra®t ars esrbstantially equivalsat to
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‘ that valus, so that any additional payment reyulred with

the exercise of the optiom iz so s=all thal axarclse of ths
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outien 13 & zmgm consinaion. (5&:»&3;3, Corp. ¥. .
docn:ontatioa you bave provided ne I have coneluded that
the "value® of the alircraft is the agreed cash asale prins,
1.0., $2,484,770. The paynent of $750,000, dne with the
opticn i1f exeroised is approxizstely 315 of this wvalne.
Such a payaeat is by far too largse a Lfinal payment %o -
quzlify this lease mrrangement as being within the
generally accspted arrangements for "Conditional sale®
coatracts which wonld gualify the 103505 for regiatration
uader the raderal Aviation Zot.

Basaﬁ on the forsgoiag, it is my conclusion that the Fnderxl
Aviation Alrecraft Reglstry is corrsct in refusing regis-
trationa in the nane of the lessss.

Sincerely,

/s/ CLARX H, ONSTAD

Chief Counsey )
Clark Z. Onstad . .
. Chief Counsel ‘






