
lU Septewber 1970 

Nr. John ti . Whitworth, Jr . 
Dewey. Ballsntitie . tushby . Palmer & wood 
140 I:. ro4dway 
New York, clew York 10005 

Re ; Leases by Jetair Leasing, Inc. to All l~ivpou Airways 
Company, Ltd., of five aircraft 

Dear He. Whitworth; 

\./e refe r to your letter of September 2, 1970 in \t'hich you req,utst an 
opinion from t his of f ica ~u• to. (l} wtietner two l~asing a gr~emcnts, ns 

> ..,, aiuended by options to purchase, vould be con.iderod by the FAA to 
couatitute ~enuille le11a1ts as di1n;iag \:ii.shed from contracts oi "couditioaal 
sale'' as defined in Section 101 (16) of tne Federal Aviation Act of 1956, 
aa. a.nende<l , and (2) wht.ther the recording of the optiona would affect t he 
pr~sent rei i s tr .. tion of the aircraft which are now registered in the name 
of Jetair Leasing, Inc. (Je tair) . 

• I;;. your l etter you iudicate that tl1e t wo leases iu qu.astion \lfere executed 
Augu~c 25, 1969 and December 4. 1969 between Jetair aud All Nippon 
Airways Comµany, Ltd •• a Japanea.e corporation (ANA) and covered three and 
two ~ocing 727··200 aircraft, respectively. iioth of t hese lease agreement& 
hava Le6m r~corded with t he 'IAA. Yo·u also indicate t hat Jetair entered 
into tvo separate agreements with ANA granting options co purch11so the five 
aircraft. These agreements vere enterecl into on Septe~ber 2. 1969 for 
the three aircraft and on Decei.llbar 4, 1969 for the re11t.aining two aircraft, 
and are considered by t he parties to be cllllt!ndments to t he two lease 
agreciments. 

After reviewing the material contained in your letter and tn• two laasc 
a treemcnts and options it 1~ our opinion t hat the recorded l ease agn1ements. 
as amended by the op tior.a to purchase , would not be considered as conditional 
salas within the meaning of Part 47 of the Federal Aviati,1n Re 6ul&tions 
aud Section 101 of t he Federal Aviation Act of 1958, as amended. Accordin!ll)', 
we do not consider t hat t he recording of the options voul<i affect in any 
,vay tt1e present registration of the aircraft in t he uam.e of t he leeaor, 
J<:!tair Leasing , Inc. \rte base t uis opiuioa on the following: 

l. It appears f rom. your letter and from the terms of the leue 
a~reer11euts and options that tt.ie intention o f t he partier& was that the 
transactions would constitute genuine lease. arrangements and ,1ot conditional 
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sales. This is supported by the fact that the options were executed by 
separate agreement apart from the lease agreements, and in fact the 
first option was executed subsequent to the first lease. 

2. A review of the figures furnished by your letter and contained 
in the lease and option agreements indicates that the transactions do 
not fall within the definition of a conditional sale since they do uot 
involve payment, as compensation, of a sum substantially equivalent to 
the value of the aircraft. In this connection, we note that the sum 
of the aggregate lease rentals plus the aggregate option price amounts 
to 146 percent of the original cost of the five aircraft and 181 percent 
of the estimated market value of the aircraft on the date the options 
first become exercisable by ANA. 

We are forwarding a. copy of this opinion to the FAA Aircraft Registry. 
If you have any further questions or if we can be of any other assistance, 
please feel free to contact us. 

Sincen,ly ~ 

:J; 
Jos~:p!1 T" LL,:f:::Jr! 

JOSEPh T. BRENl\fAN 
Aeronautical Center Counsel, AC-7 

cc; 
AC·-2.50 · / 
GC-10 
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'September 2, 1970 

Aeronautical Center, 
Federal Aviation Administration, 

6400 South MacArthur Blvd., 
Department of Transportation, 
· Oklahoma City, Oklahoma. 

Attention: General Attorney 

Re: Leases by Jetair Leasing, Inc. 
to All Nippon Airways company, Ltd. 
of five aircraft · 

Dear Sirs: 

! (lf,(tll'l /\!! t>\ I;,,', 

r!ltlJ',',: I', I 

fl'1 f f'!\<J;,r JI (,', 

TI 1, t ~ ,• ,: It; f\ 

lb, f~UC ( IIAI 1:../•UBRillfJO 
P,'\PJS n 

TELEPHONE 2°,j:; I'). 62 

TEtt:X: 282H4 

CABLE:: 01::WOALAN 

We are submitting this ruling request to you in 

our capacity as,counsel to Jetair Leasing, Inc., a 

California corporation ("Jetair"), a wholly owned subsidiary 

of Fa.cific Southwest Airlines, a California corporation. 

STATEMENT OF FACTS 

In the period from December 1969 through January 

1970, Jetair purchased from The Boeing company three Boeing 

model 727-200 aircraft for an aggregate of $18,835,419 (the 

"Three Aircraft") . In the period from March 1970 through 

April 1970, Jetair purchased from The Boeing Company two 

Boeing model 727-200 aircraft for $6,724,695 and $6,745,953 
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(t,he ".Two l\ircrartn). Hence the original cost of such air-

craf t to Jetair was $32,306,067. 
. \. 

By Lease Agreements dated August 25 , 1969 and 

Dec ember 4, 1969 , Jeta ir leased to All Nippon Airways Company, 

Ltd . . , a J apanese corporation ("ANA"), the Three Aircraft and 

the Two Aircraft, respectively . Such Lease Agreements were 

recorded by the Federal Aviation Administration ("FAA'') on 

January 21, 1970 and April 13, 1970, respectively, as convey­

-~nces Nos . M062673 and T36532 , respectively. By letters dated 

3eptembe r ,2, 1969 and December 4, 1969, Jetair granted ANA 

options . to purchase the Three Aircraft and Two Aircraft, re­

spective ly , such options to become exercisable on January 1, 

1973 or l ater . Enclosed are photocopies of such options, 

Hhich amend the Lease Agreements and which before recording 

1·1ill be revised to indicate the dates of recording and FAA ,r .\1 v\-; ,~ r. \K' (: 
r-e.g.i..s.:t.:ra.t.i.on numbers wi-t.H-r~-et.--.t-0. -t-ae- ad:-re-ra:ftr"-c-ove-red--t-he-re -

.b.y; and wiJ.l be supplemented by letters of acceptance in the 

·form attached signed in ink by an authorized officer of ANA 

in orde r that such options shall be in proper form for 

recording by the FAA . 

Each of the two Lease Agreements has a term of three 

years . The aggregate rental for the Three Aircraft , the 

r2ntal for each of which is $116,700 monthly , is $12,603,600. 

The aggregat e rent al f or t he Two Aircraft, the renta l f or 

<"i.'l.c°rJ of W:Yi c h :i. ;:, :;;118 ,,800 r:-.onthly_, i s s8,553, 600. Accordingly ;, 



thP ng~regqte rental for all of the aircraft for the three-

year t0rm ~s $21,157,~00. 

The option price for the Three Aircraft, Lt' the 

optioG ., ~xerciGed on January l, 1973, is $5,160,000 each, 

anu the option price I'or the Two Aircraft, if the option is 

exercised on "Ja11u.ary 1, 1973, is $5,260,000 each. Thus, 

the aggregate option price for all of the aircraft, if the 

option is· so exercised., is ~;c16,ooo,ooo. 

,Jetair estimates that the average market value 

per aircraft on the date the option can first be exercised 

will be approximately $5,200,000. (Such figure is stated as 

an average figure because each of the aircraft will have a 

sJightJ y different total time and time since overhaul.) Hence, 

the ag1sregate ,market value of all of the aircraft on the date 

the opt i.on:::; t'irst become exercisable will be approximately 

$ ;2 6,000 ·' 000 . 

'I'he f'oregoine; figures are summarized in the 

.following table: 

Original cost 

Lease Rentals 

Option Price at January 1, 1973 

Aggregate for 
five aircraft 

$32,306,067 

21,157,200 

26,000,000 

26,000.,000 
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It shouJd be noted that the sum of the aggregate lease 

rentals plus the aggregate o~tion price amounts to 

$47,15'()200. Such amount is 146% of the original co.st to 

,Jctair of all of the aircraft and 181% of the estimated 

market value of all of' the aircraft on the date the options 

f:irst Lecome exr·rcisab1e. 

DISCUSSION 

The parties to the Lease Agreements believe, ana 

request a ruling by you confirming., that such Lease Agree­

ments ar~ amended by the options constitute genuine leases 

and will not upon recording of the options by the FAA consti­

tute contracts of "conditional sale" as defined in§ 101(16) 

(b) of the Federal Aviation Act of 1958, as amended. 

This viewpoint is evidenced by the fact that the 

st:un of tne aggregate lease rentals plus the aggregate option 

price substantially exceeds the original cost of the aircraft. 

In fact, the total of such lease rentals and option price is 

146% oL the original cost of the aircraft and 181% of the 

estimated market value of all of the aircraft on the date 

the options first become exercisable. 

Stated otherwise, Jetair believes that the Lease 

Agreements call for monthly lease rentals that are compar-

~n~e: s~milar lea3es for 
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comparable aircraft where the lessee has no option to 

purchase. Moreover, the option price, far from being 

nominal (as might be the case if the Lease Agreements were 

conditional sales contracts), actually equals the estimated 

market value of the aircraft on the dates on which the 

options can be exercised. Clearly, therefore, the Lease 

Agreements, as amended by the options, contain all of the 

elements of bona fide leases and bear none of the hallmarks 

of conditional sales contracts. 

Accordingly, the parties believe that they are 

fully justified in considering the Lease Agreements, as 

amended by the options, to be genuine leases. 

RULINGS REQUESTED 

Based on the facts and representations submitted, 

the following rulings are respectfully requested: 

1. The recorded Lease Agreements between Jetair 
Leasing, Inc. and All Nippon Airways company, 
Ltd. covering five Boeing model 727-200 air­
craft, as amended by the options to buy such 
aircraft which are to be recorded, constitute 
genuine leases and will not upon recording of 
the options by the FAA be treated by the FAA 
as contracts of conditional sale. 

2. The due recording of the options which amend 
the recorded Lease Agreements will not affect 
the present registration of the five aircraft 
now registered in the name of Jetair Leasing, 
Inc. 
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The foregoing ruling request is submitted in 

connection with a financing of the five aircraft which is 

in the process of completion. In connection with that 

financing, there will be filed with the FAA for recording 

at least two additional documents: an assignment of lease 

rentals and a chattel mortgage on the five aircraft. It is 

anticipated that the closing with respect to the financing 

and the filing of all the documents described above will 

occur early in September 1970. In view of the anticipated 

closing date, some urgency attaches to this ruling request. 

Accordingly, your earliest consideration of this matter is. 

requested. 

If there are any questions in connection with this 

matter, please ~elephone, collect, the undersigned or 

Clive Chandler of this office (212) 344-8000. 

cespecttu1·;// s~bmitted, 7 

/~(XJ~/J /35~~ H. Whitwort, Ji/1~ 

Enclosures 
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P.O.Box 7S5 · 322fi N./!arho, D1i'lc · San D/(·go,CDlifornia 92112 · Tclcplionc: 714---297-4781 

Hr. Tok:.1j i \'ake.sa ', 
Deput~r P?~e:;ident 
All Nip1:1on i,ir·,:sys Cc-:'.lps.ny, Ltd. 
2-5, 3-Chc:~~e::, E-:iS1JrJ.ga~;el~i 
Chiyod'.3.--~m, ·rokyo 

LGssor }1c:rc~,y e;rEn:ts to L0ssee o.ny Ol;tion to b.1y 0:10 
or more cf ths 727-254 aircr&ft 011 the follo,1inf da tss, 

· January 1,. 1'973, Jac2uary 1, 197,:. &n:l J2.n\:ary 1, 1975. 
Notific~tic~ to Lsssor of Lessee's intention to exercise 
the of,ti 011 ~r.:~.nt.r~:::l hereC;,~, r1us-t, -be re~ei '\.red by Lessor On.e 
JJ ,...Jr:".)d.- ~ ... l,.._~.)~_ .. r t120' r1•:..)",""C" '·,....,.,, t J-h~ .. _ . ...,...n·!c .. , .,•::::t..1 ~clr,c..:·.~-.. ri 1ill,..J.-c:, ~-,~---Y \ I --~.,,, pri ..... r O L,., .. CX(;._-.,_,,(; Cl~-·E· "' ---- l .. -

by L0s~:,c3. The option p1:ice per aircraft sl:al1 be o.S foJ_lo'.!S! 

.Janunry 1 ' 

January 1 ' 

January 1 ' 
-~-

1973 $5,160,COO.OO 

1971+ I+, 680, COO . 00 

1975 4,200,000.00 

JET AIR LEASIHG, INC. 

-'J4 ~1~~-
Willimn R, S~'!isp 
Vice Preside:-!t 

·Date Sentember 2, 1969 



[ Le·t-t.erhcacl of All Nippon Airways Company, Ltd. J 

Mr. William R. Shimp, 
Jet2,:i_r Lc:o.:;:U1g,., Inc., 

P. O. Box ld5, 
San Diego, California 92112. 

Dear Hr. Shirnp: 

r:l.'his is to acknov1lcdge receipt of your letter d2:ted 
. ,-

September 2, 1909 gro..nting to All :tJippon Airi"mys Company, Ltd. 

the option to buy one or more of the three 727-254 aircraft 

leased to ALL Hippon Airways Comp::my, Ltd. unde:c lc0-se d2,ted 

to consider this let·ter as a part 

of the lease referred to above~ 

To,"U J' ·'L 1,T,:, 1-2,c" l)... .. ~ f (...,.(\.. ~ Gv 

President 
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f'.O.Uox 1S5 · 32)!.J N.J!,11/Jor Dri:,c · San Dicgo,California 92172- 7c!ep!wne: 714 -2D7-1781 

Hr. ToLuj i \·Jab1sa 
Deputy Prcsi<lcnt 

' 

All Nippon Airways Company, Ltd. 
2-5, 3--Cho.::e, Kasurnigasc}d 
Ch:Lyo.:la·-k.1, Tokyo 

Lessor hereby grants to Lessee any option to buy one 
or both of the 727-254 aircraft on t!ic following dates, 
Janunry ], 1973, January J, 1974 and Janu2ry 1, 1975. 
Notification to Lessor of Lessee's intention to exercise 
the option r,rn,1tcc! hereby uust be rcccivL·d by Lcs~;or 0110 
lbndrcd 'l\,cnt::y (120) da\'S n::ior to the t:'::-;c::-c:i.c.2 <l;:,te selected 
by Lcss~'c. Tl1ec option priCL'. per aircr.:,ft shalJ 1-.c as folJ.ff,1s: 

.12.nuary l, 197 3 $5, 2(,Q, 000, (H) 

January 1 > 197 !1 li, 780,000.00 

January 1, 1975 4,300,000.00 

JETAIR LEASING, INC. 

~ Ki ~el,:,;, 1 __________ }__!_ _____________ ...,.:..:../ 

WILLIMl R: SllHll:' // 
Vice President ,7' 
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[L0tterhcl'..d of All Nippon A~ .r2,ys Company, Ltd. J 

Mr. WilJ.iam R. Shimp, 
Je ~-oi· ...... I,n .. 1c··n~r Tnc vc.,_ J. '-·'-·"·'-L ,,,, __ •:, 

P.O. Box 105., 
San Diego, California 92112. 

Dear Mr. Shi1:rg: 

This is to acknm·lledge receipt of y.our letter de,ted 

Hipp on A:Lr~-:2,yr_; Conpo,ny: Ltd. 

the option to buy one or more of the t,:ro 727-25L~ aircraf"c 

leased to All Nippon A:Ln·mys Company., Ltd. under lea,se 0.2-ted 

December L~, 1969 and ':Je agree to consider this letter as a 

part of the lease referred to above. 

Tokuj:L Hakasa 
President 




