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Verner, Liipfert, Bt:rnhard and t:cPherson 
Suite 1100 
1660 L Street, H.W. 
~asl,ington, D. C. 20036 

Cear �::r. Segle; 

Tr.is � is in resvonse to your inquiry of July 9, 1961, to the 
Fe~eral ~viation AdMinistration (FAA) concerning the effective�
n~s~ of certain proposed arrange~ents intended to ensure �
cor,tipueq eligjbj · vera ed 1 f "! �
for L.S. registration under Section o e Federa. viation �
Act of 1958, as a~ended (49 U.S.C. § 1401)(Act) and the Federal �
fviation Regulations. �

The need for tht: proposed arrangements arises because of an 
imninent change in Crocker National Bank's (CHB) status as a 
"citizen of tl1e United States", as that term is defined in 
tl1e tct (49 ~.s.c. 1301(16)). CNB currently is an owner- A 
parti.cip.ant in_ four leveraotd leas.es of U.S._registered
aircraft. From the time the 'feveraged leases commenced until 
the p~escnt, CND qualified as a "citizen of the United States". 
Due tc the recent approval by the Federal Reserve Board of the 
acquisition by a foreign citizen of 51~ of CHB's parent corpora
tion, cwa will no longer be a "citizen of the United States". 

j If the aircraft subject to the four leveraged leases are to 
,remain registered in the United States, it is 
; C.1.3, as an owne - art1 red 
·, 101 s owner-trustee 
leveraged 

necessar for 
o1 

four 

We understand from your submissions that the following is true 
of the l~veraged leases which the subject of your inquiry;�are 

1. Pan Amcri can World Airways, Inc. (Pan Arn) leveraged lease -

(a) � The owner-trustee 1s and will continue to be a 
"citizen of the United States"; 
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(b) The owner-trustee holds legal title to the aircraft 
in trust for the t\lo 01-mer-participants; 

(c) The o~ner-trustee is and will continue 
registered owner of th6 aircraft; 

to be the 

(d) The two owner-participants, CNS and First Security
ilank of Idaho (First Security), hold 9-0% and lOX,
r&spectively, of the beneficial interests in the 
owner trust; 

(e) First Security is and will 
of the United States~; 

continue to be a "citizen 

(f) Currently, the two owner-participants have equal
autl1ority to direct or remove the owner-trustee. 

2. World Airway!>, Inc. (World Airways) leveraged lease 

(a) The owner-trustee ts and will continue 
''citizen of the United States"; 

to be a 

f {b) The owner-trustee holds legal title to the aircraft 
in trust for the two o~ner-participants; 

(c) The owner-trustee is and will continue 
registered owner of the aircraft; 

to be the 

(d) The two o•ner participants, CHS and First National 
Bank of Denver, H.A. (First llational), hold 75% 
and 25~. respectively, of the beneficial interests 
in the owner trust; 

(e) First National is and will 
of the United States"; 

continue to be a "citizen 

( f) Currently, the two owner-participants have equal
autliority to direct or remove the trustee. 

3. l,r.ierican Airlines, Inc. (11merican)
(TWA) leveraged leases - · 

and Trans Horld Airways 

(a) The owner-trustee is and w111 continue 
"citizen of the United States"; 

to be a 
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follow

(b) � T.he owner-trustee holds legal title to the aircraft 
in ttust for the sole owner participant, CNB; 

(c) � The owner-trustee is and will continue to be the 
registered owner of the aircraft. 

{d) � CNB holds 100% of the beneficial interests tn the 
owner trust. 

With respect to the Pan Am and World Airwayi· leveraged leases 
you have proposed an arrangesent whereby CNB will relinquish
certain of the voting rights it currently holds under its �
leases. Mere specifically, CUB will a ree to diminish fts �
vcti n 0110r to 25~ of the t a 1 voting ower y�
tl1e owner-ftart1c1papts. You propose o accomplish this by�
ac0no1ng the definitions of the terms "majority in interest 
of owner-participants" and "majority in interest of participants", 
as used in the relevant trust agrce~ents, by adding the 
ing language; 

•tor �tl1e purpose of this definition, no owner-participant
shall be considered to have more tl1an twenty-five 
percent (251) of the total voting rights and interests 
cf the owner-participants with respect to the furnishing
of instructions to the Trustee or otherwise participating
in the management of the Trust, for any period during
which tbe ov:ner-participant fails to qualify as a United 
States citizen, within the meaning of Section 101(16)." 

We are of the opinion that the contractual lfffiitatfon of CNB's 
voting rights to "25% ·or the aggreqate voting rfghts--of-all
o,.ner-;:,articipants will be effettfvtf tomaTnta1j:1tfie-eontinued
eli!iibility for_U.S. registra"tfor;-of'-ttie afrcraf!: S1Jp_ject to 
the Pa_n /;m _and Horl d Air~_i3)'S. 1ei,·e·ragedle~.$-~S.- The reduct ion 
ty co~tract of CNB,s power to direct or remove the owner
trustee to 25% of ~ie aggregate power to direct or remove a 
trustee is consistent with Section 47.7(c)(3) of the federal 
fviation Regulations (14 CFR § 47.7(c)(3)). However, in order 
to b_ctter conform to the requi rer.;ents of Section 47. 7(c) (3),
the aE.endLlent to the relevant trust agreements should read as 
f O 11 C\•/ S ; . � 7 
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MFor the purpose of this definition, no owner-participant
shall have more than twenty-five percent {25%) of the 
total voting rights and interests of the owner-participants
with respect to directing or removing the Trustee or 
otherwise participating in the management of the Trust,
for any period during which the owner-participant fails 
to qualify as a United States citizen, within the meaning
of Section 101(16)." . . . 

To ensure the continued eligibility for u.s;· registration of 
the aircraft subject to the American and TWA leveraged leases,
in which CNS is the sole owner participant, you propose·a�
rather complex arrange~ent in order to achieve the required�
limitation on the degree of control which CNB may exercise 
over the owner-trustee. We do not express any opinion as to 
whether this proposed arrangement would be effective to ensure 
the continued eligibility for U.S. registration of aircraft . 
subject to the relevant leases. An alternative arrangement, J
discussed in recent telephone conversationsbbetween you and a 
member of this staff, however, would appear to better serve 
your purpose and, 1 n rr.y opinion, meet the requirements of ,
Section 47.7(c) of the Federal Aviation Regulations. 

Section 47.7(c) was intended to clarify trustee registration
eligibility with respect to trusts wherein "some or all of the 
beneficial interest is held by foreign investors." 44 Fed. 
Reg. 65 (1979). FAA practice, as reflected in Section 47.7(c)
is "to ignore the scope of economic participation of foreign
beneficiaries if the trust is an active trust and if the 
trustee exercises totally independent judgment with respect 
to all decisions involving the aircraft • , •• Conversely, ••• 
where the trustee is strongly controlled by the foreign in
vestor, ••• the beneficiaries are the true owners of the 
aircraft for administrative purposes, and ••• the aircraft 
is not eligible for registration under Section 501(b)(1)(A)(i)."!.£. . . 

Consequently, the FAA will register an aircraft in the name of 
the U.S. citizen trustee of a trust wherein CNB is the only
beneficiary, provided that C.NB does not have the power to direct 
or refuove tile trustee •. Because the owner trust in question
must be a passive trust, CtiB cannot relinquish its tl1i!t:i':Sci'.:Pt'I::- P$ 
making authority with respect to its beneficial interests as 

' 
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owner-participant to the owner-trustee. In order to achieve 
the necessary limitation on Ciiil's voting power, CNB mty assign
in trust to a designated trustee all CNB's voting powers under 
the owner trust with respect to all matters including. without 
limitation, tl1e ownership and operation of the aircraft. The 
destonated trustee must be a "citizen of the United States". 
In addition, the designated tr~stee must execute an affidavit 
stating that the trustee ts not aware of any relatior.shfp
involving CN~ as a result of which CNS would have the power 
to influence or limit the exercise of the trustee's authority.
Of course, the trust under which the designated trustee acts 
must be valid under applicable state law. 

Provided that suitable documents, incorporating the requirements
outlined herein, and substantially identical in all ether respects 
to those furnished with your letter of July -9, 1981, are sub
mitted to tl1e FAA aircraft registry, and subject to our review 
thereof, ft is our opinion that the aircraft in question will not 
cease to be eligible for registration in the United States by 
reason of CNB's change in citizenship status. 

Sincerely, 

Ii~. STEWART, Jr. 
Assistant Chief Counsel �
International Affairs �
ar.d Legal Policy�

Office of the Chief Counsel �

IHOW[E:mp:AGC-7:9/18/81 

cc: AGC-7(Howie),J!.GC-7df 

liC: AGC-7-81/188 




