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Signature

This is to certify that , whose
signature and photograph appear hereon is a
duly designated

of the Civil Aeronautics Board and is author-
ized and directed to perform the duties of
said office in accordance with the laws of the
United States and regulations thereunder,
and his authority will be respected accord-
ingly.

By authority of the Civil Aeronautics Board.

Secretary

CIVIL AERONAUTICS BOARD

Name

Date Issued

Number
Height

Weight

Hair
Eyes

Date of Birth

The holder hereof is authorized to inves-
tigate violations of the Federal Aviation
Act, as amended, collect evidence in cases in
which the regulatory authority of the Civil
Aeronautics Board is or may be involved and
perform other duties imposed upon him by
law.

Under the Federal Aviation Act and part
240 of the Economic Regulations of the Civil
Aeronautics Board (14 CFR part 240), the
duly accredited special agents and auditors
of the Board are empowered at all times to
obtain access to all lands, buildings and
equipment of any air carrier or foreign air
carrier and to inspect, examine, and make
notes and copies of all accounts, records,
memorandums, documents, papers and cor-
respondence kept or required to be kept by
any air carrier, foreign air carrier or ticket
agent.

The issuance of these credentials to the
holder hereof constitutes an order and direc-
tion on the part of the Civil Aeronautics
Board to such individual to carry out these
duties as aforesaid and as more fully de-
scribed in part 240 of the Board’s Economic
Regulations.
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Failure to honor these credentials will re-
sult in penalties as provided by law.
UNITED STATES OF AMERICA,
CIVIL AERONAUTICS BOARD,
WASHINGTON, D.C.

(Secs. 204, 407, 701, 72 Stat. 743; 49 U.S.C. 1324,
1377, 1441)

[ER-822, 38 FR 26601, Sept. 24, 1973, as amend-
ed by ER-914, 40 FR 27017, June 26, 1975; ER-
941, 40 FR 58850, Dec. 19, 1975]

§240.2 Obligation of air carriers, for-
eign air carriers, and ticket agents.

Upon the demand of a special agent
or auditor of the Board, and upon the
presentation of the identification card
and credentials issued to him in ac-
cordance with this part: (a) Any air
carrier or foreign air carrier shall
forthwith permit such special agent or
auditor to inspect and examine all
lands, buildings and equipment; (b) any
air carrier, foreign air carrier or ticket
agent shall forthwith permit such spe-
cial agent or auditor to inspect and ex-
amine all accounts, records, memoran-
dums, documents, papers and cor-
respondence now or hereafter existing,
and kept or required to be kept by the
air carrier, foreign air carrier, or tick-
et agent, and shall permit such special
agent or auditor to make such notes
and copies thereof as he deems appro-
priate.

(Sec. 204(a), Federal Aviation Act of 1958, as
amended, 72 Stat. 743; (49 U.S.C. 1324))

[ER-914, 40 FR 27017, June 26, 1975]
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Section 01 Authority Under Which Ac-
counting and Reporting Rules and
Regulations are Prescribed and Ad-
ministered

This Uniform System of Accounts
and Reports for Large Certificated Air
Carriers is issued, prescribed and ad-
ministered under the following provi-
sions of the Federal Aviation Act of
1958, as amended (72 Stat. 731, 49 U.S.C.
1301):

GENERAL POWERS

SEC. 204. (a) The Board is empowered to
perform such acts, to conduct such inves-
tigations, to issue and amend such orders,
and to make and amend such general or spe-
cial rules, regulations, and procedure, pursu-
ant to and consistent with the provisions of
this Act, as it shall deem necessary to carry
out the provisions of, and to exercise and
perform its powers and duties under, this
Act.

FILING OF REPORTS

SEC. 407. (a) The Board is empowered to re-
quire annual, monthly, periodical, and spe-
cial reports from any air carrier; to prescribe
the manner and form in which such reports
shall be made; and to require from any air
carrier specific answers to all questions upon
which the Board may deem information to be
necessary. Such reports shall be under oath
whenever the Board so requires. The Board
may also require any air carrier to file with
it a true copy of each or any contract, agree-
ment, understanding, or arrangement, be-
tween such air carrier and any other carrier
or person, in relation to any traffic affected
by the provisions of this Act.

DISCLOSURE OF STOCK OWNERSHIP

SEC. 407. (b) Each air carrier shall submit
annually, and at such other times as the
Board shall require, a list showing the names
of each of its stockholders or members hold-
ing more than 5 per centum of the entire
capital stock or capital, as the case may be,
of such air carrier, together with the name
of any person for whose account, if other
than the holder, such stock is held; and a re-
port setting forth a description of the shares
of stock, or other interest, held by such air
carrier, or for its account, in persons other
than itself.
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FORM OF ACCOUNTS

SEC. 407. (d) The Board shall prescribe the
forms of any and all accounts, records, and
memoranda to be kept by air carriers, in-
cluding the accounts, records, and memo-
randa of the movement of traffic, as well as
of the receipts and expenditures of money,
and the length of time such accounts,
records, and memoranda shall be preserved;
and it shall be unlawful for air carriers to
keep any accounts, records, or memoranda
other than those prescribed or approved by
the Board: Provided, That any air carrier
may keep additional accounts, records, or
memoranda if they do not impair the integ-
rity of the accounts, records, or memoranda
prescribed or approved by the Board and do
not constitute an undue financial burden on
such air carrier.

INSPECTION OF ACCOUNTS AND PROPERTY

SEC. 407. (e) The Board shall at all times
have access to all lands, buildings, and
equipment of any carrier and to all accounts,
records, and memoranda, including all docu-
ments, papers, and correspondence, now or
hereafter existing, and kept or required to be
kept by air carriers; and it may employ spe-
cial agents or auditors, who shall have au-
thority under the orders of the Board to in-
spect and examine any and all such lands,
buildings, equipment, accounts, records, and
memoranda. The provisions of this section
shall apply, to the extent found by the Board
to be reasonably necessary for the adminis-
tration of this Act, to persons having control
over any air carrier, or affiliated with any
air carrier within the meaning of section 5(8)
of the Interstate Commerce Act, as amended.

CLASSIFICATION

SEC. 416. (a) The Board may from time to
time establish such just and reasonable clas-
sifications or groups of air carriers for the
purposes of this title as the nature of the
services performed by such air carriers shall
require; and such just and reasonable rules
and regulations, pursuant to and consistent
with the provisions of this title, to be ob-
served by each such class or group, as the
Board finds necessary in the public interest.

SAFETY, ECONOMIC AND POSTAL OFFENSES

SEC. 901. (a)(1) Any person who violates (A)
any provision of Title III, IV, V, VI, VII, or
XI1 of this Act, or any rule, regulation, or
order issued thereunder, or under section
1002(i), or any term, condition or limitation
of any permit or certificate issued under
Title 1V, or (B) any rule or regulation issued
by the Postmaster General under this Act,
shall be subject to a civil penalty of not to
exceed $1,000 for each such violation. If such
violation is a continuing one, each day of
such violation shall constitute a separate of-

Section 01

fense: Provided, That this subsection shall
not apply to members of the Armed Forces of
the United States, or those civilian employ-
ees of the Department of Defense who are
subject to the provisions of the Uniform
Code of Military Justice, while engaged in
the performance of their official duties; and
the appropriate military authorities shall be
responsible for taking any necessary discipli-
nary action with respect thereto and for
making to the Administrator or Board, as
appropriate, a timely report of any such ac-
tion taken.

(2) Any such civil penalty may be com-
promised by the Administrator in the case of
violations of Titles IIl, V, VI, or XII, or any
rule, regulation, or order issued thereunder,
or by the Board in the case of violations of
Titles IV or VII, or any rule, regulation or
order issued thereunder, or under section
1002(i), or any term, condition, or limitation
of any permit or certificate issued under
Title 1V, or by the Postmaster General in
the case of regulations issued by him. The
amount of such penalty, when finally deter-
mined, or the amount agreed upon in com-
promise, may be deducted from any sums
owing by the United States to the person
charged.

FAILURE TO FILE REPORTS; FALSIFICATION OF
RECORDS

SEC. 902. (e) Any air carrier, or any officer,
agent, employee, or representative thereof,
who shall, knowingly and willfully, fail or
refuse to make a report to the Board or Ad-
ministrator as required by this Act, or to
keep or preserve accounts, records, and
memoranda in the form and manner pre-
scribed or approved by the Board or Adminis-
trator, or shall, knowingly and willfully, fal-
sify, mutilate, or alter any such report, ac-
count, record, or memorandum, or shall
knowingly and willfully file any false report,
account, record, or memorandum, shall be
deemed guilty of a misdemeanor and, upon
conviction thereof, be subject for each of-
fense to a fine of not less than $100 and not
more than $5,000.

REFUSAL TO TESTIFY

SEC. 902. (g) Any person who shall neglect
or refuse to attend and testify, or to answer
any lawful inquiry, or to produce books, pa-
pers, or documents, if in his power to do so,
in obedience to the subpena or lawful re-
quirement of the Board or Administrator,
shall be guilty of a misdemeanor and, upon
conviction thereof, shall be subject to a fine
of not less than $100 nor more than $5,000, or
imprisonment for not more than one year, or
both.

FILING OF COMPLAINTS AUTHORIZED

SEC. 1002. (a) Any person may file with the
Administrator or the Board, as to matters
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within their respective jurisdictions, a com-
plaint in writing with respect to anything
done or omitted to be done by any person in
contravention of any provisions of this Act,
or of any requirement established pursuant
thereto. If the person complained against
shall not satisfy the complaint and there
shall appear to be any reasonable ground for
investigating the complaint, it shall be the
duty of the Administrator or the Board to in-
vestigate the matters complained of. When-
ever the Administrator or the Board is of the
opinion that any complaint does not state
facts which warrant an investigation or ac-
tion, such complaint may be dismissed with-
out hearing. In the case of complaints
against a member of the Armed Forces of the
United States acting in the performance of
his official duties, the Administrator or the
Board, as the case may be, shall refer the
complaint to the Secretary of the depart-
ment concerned for action. The Secretary
shall, within ninety days after receiving
such a complaint, inform the Administrator
or the Board of his disposition of the com-
plaint, including a report as to any correc-
tive or disciplinary actions taken.

INVESTIGATIONS ON INITIATIVE OF
ADMINISTRATOR OR BOARD

SEC. 1002. (b) The Administrator or Board,
with respect to matters within their respec-
tive jurisdictions, is empowered at any time
to institute an investigation, on their own
initiative, in any case and as to any matter
or thing within their respective jurisdic-
tions, concerning which complaint is author-
ized to be made to or before the Adminis-
trator or Board by any provision of this Act,
or concerning which any question may arise
under any of the provisions of this Act, or re-
lating to the enforcement of any of the pro-
visions of this Act. The Administrator or the
Board shall have the same power to proceed
with any investigation instituted on their
own motion as though it had been appealed
to by complaint.

ENTRY OR ORDERS FOR COMPLIANCE WITH ACT

SEC. 1002. (c) If the Administrator or the
Board finds, after notice and hearing, in any
investigation instituted upon complaint or
upon their own initiative, with respect to
matters within their jurisdiction, that any
person has failed to comply with any provi-
sion of this Act or any requirement estab-
lished pursuant thereto, the Administrator
or the Board shall issue an appropriate order
to compel such person to comply therewith.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER-1400, 50 FR 11, Jan. 2, 1985]

14 CFR Ch. Il (1-1-05 Edition)

Section 02 [Reserved]

Section 03 Definitions for Purposes of
This System of Accounts and Re-
ports

Account, clearing. An account used as a me-
dium for the temporary accumulation of
costs that are redistributed to appropriate
applicable accounts.

Acquisition, date of. The date on which the
title to owned property or equipment (or the
right to use or control the reassignment of
leased property or equipment) passes to the
air carrier.

Act. The Federal Aviation Act of 1958, as
amended.

Addition, property. Additional equipment,
land, structures, and other tangible prop-
erty; extensions of fuel, water, and oil dis-
tribution equipment; additions to buildings
and other structures; and additional safety
devices applied to equipment not previously
thus equipped. (See also Modification.)

Affiliated group. A combination of compa-
nies comprised of the air carrier, any person
controlling the air carrier or under common
control with the air carrier, and organiza-
tional divisions (as defined in sections 1-6) of
and persons controlled by the air carrier.

Agency, cargo. Any person (other than the
air carrier preforming the direct air trans-
portation or one of its bona fide regular em-
ployees or an indirect air carrier lawfully en-
gaged in air transportation under authority
conferred by any applicable part of the Eco-
nomic Regulations of the Department) who
for compensation or profit: (1) Solicits, ob-
tains, receives or furnishes directly or indi-
rectly property or consolidated shipments of
property for transportation upon the aircraft
of an air carrier subject to this part, or (2)
procures or arranges for air transportation
of property upon aircraft of an air carrier
subject to this part by charter, lease, or any
other arrangement.

Agent, ticket. Any person (other than the
air carrier performing the direct air trans-
portation or one of its bona fide regular em-
ployees, or an air carrier which subcontracts
the performance of charter air transpor-
tation which it has contracted to perform)
who for compensation or profit: (1) Solicits,
obtains, receives, or furnishes directly or in-
directly passengers or groups of passengers
for transportation upon the aircraft of an air
carrier subject to this part, or (2) procures or
arranges for air transportation of passengers
or groups of passengers upon aircraft of an
air carrier subject to this part by charter,
lease, or any other arrangement.

Agreement. Any oral or written agreement,
contract, understanding, or arrangement,
and any amendment, revision, modification,
renewal, extension, cancellation or termi-
nation thereof.
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Air carrier. Any citizen of the United States
who undertakes, whether directly or indi-
rectly or by a lease or any other arrange-
ment, to engage in air transportation.

Air carrier, charter. An air carrier holding a
certificate issued under 49 U.S.C. 41102(a)(3).

Air carrier, large certificated. An air carrier
holding a certificate issued under 49 U.S.C.
41102, as amended, that: (1) Operates aircraft
designed to have a maximum passenger ca-
pacity of more than 60 seats or a maximum
payload capacity of more than 18,000 pounds;
or (2) conducts operations where one or both
terminals of a flight stage are outside the 50
states of the United States, the District of
Columbia, the Commonwealth of Puerto
Rico and the U.S. Virgin Islands.

Air carrier, surviving. An entity (air carrier)
which, as the result of a business combina-
tion, has acquired the net assets, and carries
on the operations of, one or more predecessor
air carriers, and which may be newly orga-
nized at the time of the combination or may
be one of the predecessor air carriers.

Aircraft. Any contrivance now known or
hereafter invented, used or designed for navi-
gation of or flight in the air.

Aircraft days assigned to service-carrier’s
equipment means the number of days that
aircraft owned or acquired through rental or
lease are in the possession of the reporting
air carrier and are available for service on
the reporting carrier’s routes plus the num-
ber of days such aircraft are in service on
routes of others under wet-lease agreements.
Includes days in overhaul, or temporarily
out of service due to schedule cancellations.
Excludes days that newly acquired aircraft
are on hand but not available for productive
use, days dry-leased or rented to others, and
days in possession but formally withdrawn
from air transportation service.

Aircraft day assigned to service-carrier
routes—same as aircraft days assigned to serv-
ice carrier’s equipment but excluding the num-
ber of days owned or rented equipment are in
the possession of others under interchange
agreements and including the number of
days aircraft of others are in the possession
of the air carrier under interchange agree-
ments.

Aircraft, leased (rented). Aircraft obtained
from (or furnished to) others under lease or
rental arrangements. Leased and rented air-
craft do not include those used under inter-
change agreements designed to provide
oneplane service over the routes of the air
carriers involved.

Aircraft type. A distinctive model as des-
ignated by the manufacturer.

Airport. A landing area regularly used by
aircraft for receiving or discharging pas-
sengers or cargo.

Airport, alternate. An approved airport to
which a flight may proceed if a landing at
the airport to which the flight was dis-
patched becomes inadvisable.

Section 03

Airport-to-airport distance. The great circle
distance between airports, measured in stat-
ute miles in accordance with part 247 of this
chapter.

Air transportation. The carriage by aircraft
of persons, property, or mail.

Air transportation, charter. Air transpor-
tation authorized pursuant to section
401(d)(3).

Airworthiness (or Airworthy). When applied
to a particular aircraft or component part, it
denotes the ability of such aircraft or com-
ponent part to perform its function satisfac-
torily through a range of operations deter-
mined by the Federal Aviation Administra-
tion.

Allocate. To assign an item or group of
items of investment, revenue, or cost to an
object, activity, process, or operation, in ac-
cordance with cost responsibilities, benefits
received, or other measure of apportionment.

Allocation, bases of. Bases of distribution
whereby revenues, expenses, and/or costs are
equitably apportioned among revenue, ex-
pense, property and equipment, and other ac-
counts.

Amortization. The gradual extinguishment
of an amount in an account by distributing
such amount over a fixed period, over the life
of the asset or liability to which it applies or
over the period during which it is antici-
pated the benefit will be realized.

Asset, contingent. An asset the existence,
value, or ownership of which depend upon
the occurrence or nonoccurrence of a specific
event or upon the performance or non-
performance of a specified act.

Associated company. A company in which
the accounting air carrier holds 5 percent or
more of the outstanding proprietary inter-
est; or a company which holds 5 percent or
more of the outstanding proprietary interest
of the accounting air carrier; or a company
that, directly or through one or more inter-
mediaries, controls or is controlled by, or is
under common control with the accounting
air carrier. Companies owned or controlled
jointly with other air carriers shall be re-
garded as associated companies for purposes
of this system of accounts. (See also Control.)

Betterment. Any improvement to property
or equipment through the substitution of su-
perior parts for inferior parts retired, the ob-
ject of which is to make such property more
useful or of greater capacity than at the
time of acquisition or installation. (See also
Modification.)

BTS. The Bureau of Transportation Statis-
tics.

Cargo. All traffic other than passengers.

Cargo transported. Cargo on board each
flight stage.

Certificated point. A city, place or popu-
lation center authorized to receive scheduled
air service under a Certificate of Public Con-
venience and Necessity or under an exemption
issued to an air carrier.
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Certificate of Public Convenience and Neces-
sity. A certificate issued to an air carrier
under 49 U.S.C. 41102, by the Department of
Transportation authorizing the carrier to en-
gage in air transportation.

Company, predecessor. An air carrier whose
net assets and operations have been taken
over by one or more other air carriers.

Compensation (of personnel). Remuneration
to air carrier employees for personal serv-
ices. Includes salaries, wages, overtime pay,
cost-of-living differentials, bonuses, etc., as
distinguished from per diem allowances or
reimbursement for expenses incurred by per-
sonnel for the benefit of the air carrier.

Continental United States. The 48 contiguous
States and the District of Columbia.

Control (including the terms Controlling,
Controlled by, and Under common control). The
possession, directly or indirectly, of the
power positively to direct, or cause the di-
rection of or negate the direction of, the
management and policies of a company,
whether such power is through one or more
intermediary companies or alone or in con-
junction with or pursuant to an agreement,
and whether such power is established
through a majority or minority ownership or
voting of securities, common directors, offi-
cers, or stockholders, voting trusts, holding
trusts, associated companies, contract, or
any other direct or indirect means.

Controlling person. (See Person Controlling
an air carrier)

Cost. The amount of cash (or its equiva-
lent) actually paid for property, materials
and supplies, and services, including that
amount paid to put the property or mate-
rials and supplies in readiness for use. It in-
cludes such items as transportation charges,
installation charges, and customs duties,
less any cash or other discounts.

Cost, book. The amount at which an asset is
recorded in an account without the deduc-
tion of amounts in related allowances or
other accounts.

Cost, depreciated. The cost of property and
equipment less the related allowances for de-
preciation.

Cost, removal. The cost of demolishing, dis-
mantling, tearing down, or otherwise remov-
ing property and equipment, including the
cost of related transportation and handling.

Debt, expense on. Expenses incurred by or
for the air carrier in connection with the
issuance and sale of evidences of debt (exclu-
sive of the sale of reacquired securities),
such as fees for drafting mortgages and trust
deeds; fees and taxes for issuing or recording
evidences of debt; cost of engraving and
printing bonds, certificates of indebtedness,
and other commercial paper; specific costs of
obtaining governmental authority for
issuance and filing notices thereunder; fees
for legal services; fees and commissions paid
underwriters, brokers, and salesmen for mar-
keting such evidences of debt; fees and ex-

14 CFR Ch. Il (1-1-05 Edition)

penses of listing on exchanges; and other like
costs.

Deferred taxes. Tax effects which are de-
ferred for allocation to income tax expense
of future periods.

Department. Department of Transportation.

Departures completed, percent scheduled. The
percent of scheduled departures that were
performed.

Departures completed, scheduled. The num-
ber of takeoffs performed at each airport
pursuant to published schedules, exclusive of
extra sections to scheduled departures.

Departure performed. A takeoff made at an
airport.

Departure, scheduled. A takeoff scheduled
at an airport, as set forth in published sched-
ules.

Depreciation (of depreciable property and
equipment). The loss in service value, not re-
stored by current maintenance, incurred in
the course of service from causes known to
be in current operation, against which the
carrier is not protected by insurance, and
the effect of which can be forecast with rea-
sonable accuracy. The causes of depreciation
include wear and tear, decay, action of the
elements, inadequacy, obsolescence, changes
in the art, changes in demand, and require-
ments of public authorities.

Discount (of securities issued or assumed by
the air carrier). The excess of (1) the par or
stated value of securities over (2) the then
current money value of the consideration re-
ceived from their sale less the amount in-
cluded for dividends or for interest accrued.

DOT. Department of Transportation.

Equipment. Tangible property other than
land, structures, and improvements.

Equity security. Any instrument rep-
resenting ownership shares (for example,
common, preferred, and other capital stock),
or the right to acquire (for example, war-
rants, rights, and call options) or dispose of
(for example, put options) ownership shares
in an enterprise at fixed or determinable
prices. The term does not encompass pre-
ferred stock that by its terms either must be
redeemed by the issuing enterprise or is re-
deemable at the option of the investor, nor
does it include treasury stock or convertible
bonds.

Equivalent unit. A new unit substituted for
an existing unit that is worn out, is damaged
beyond repair, or has become inadequate in
service, the substituted unit having substan-
tially no greater capacity than the unit for
which substituted.

Estimated economic life of leased property.
The estimated remaining period during
which the property is expected to be eco-
nomically usable by one or more users, with
normal repairs and maintenance, for the pur-
pose for which it was intended at the incep-
tion of the lease, without limitation by the
lease term.
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Expense, capital stock. Expenses incurred by
or for the air carrier in connection with the
initial issuance and sale of capital stock (ex-
clusive of the sale of reacquired capital
stock), such as fees and commissions paid to
promoters, underwriters, brokers, and sales-
men; fees for legal services; cost of soliciting
subscriptions for capital stock; including
fees, commissions, and advertising; specific
costs of obtaining governmental authority
for issuance and filing notices thereunder;
fees and taxes for issuance of capital stock
and listing on exchanges; and the cost of pre-
paring, engraving, printing, issuing, and dis-
tributing prospectuses and stock certifi-
cates.

Flight, developmental. A flight for (1) the de-
velopment of a new route either prior or sub-
sequent to certification by the Department
of Transportation; (2) the extension of an ex-
isting route; or (3) the integration of a new
type of aircraft or service.

Flight, extra section. A flight, conducted as
an integral part of scheduled service, that
has not been provided for in published sched-
ules and is required for transportation of
traffic that cannot be accommodated on a
regularly scheduled flight. Flights made in
ferrying aircraft to meet schedules, or for
similar operational reasons, are not extra
sections and are classified as nonrevenue
flights even if an occasional shipment, as a
matter of special accommodation, is on
board.

Flight, ferry. A flight for the purpose of re-
turning an aircraft to base, equipment
equalization, or moving an aircraft to and
from a maintenance base.

Flight, paid positioning. A flight for the pur-
pose of positioning an empty aircraft in con-
nection with a charter flight for which a spe-
cific charge is set forth in a tariff or con-
tract for application directly to the posi-
tioning miles operated. Such flights are con-
sidered revenue flights for Form 41 reporting
purposes.

Flight, personnel training. A flight for the
purpose of obtaining flying time for flight
personnel or a flight in connection with a
personnel training program.

Flight stage. The operation of an aircraft
from takeoff to landing. For purposes of
classifying flight stages as between ‘‘domes-
tic”’, ‘‘territorial”’, and ‘‘international’’,
technical stops are disregarded. (See Stops,
technical.)

Freight. Property, other than mail, trans-
ported by air.

Generally accepted accounting principles
(GAAP). The body of authoritative account-
ing knowledge governing the recording, pre-
senting and disclosing of financial trans-
actions, as incorporated in the pronounce-
ments of the Financial Accounting Stand-
ards Board.

Group basis (in depreciation accounting). A
plan under which (1) depreciation is based
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upon the application of a single depreciation
rate to the total book cost of all property in-
cluded in a given depreciable property and
equipment account or class, despite dif-
ferences in service life of individual items of
property and equipment, (2) the full original
cost, less any salvage realized, of an item of
depreciable property or equipment retired is
charged to the allowance for depreciation re-
gardless of the age of the item, and (3) no
gain or loss is recognized on the retirement
of individual items of property or equipment.

Horsepower, maximum continuous for recipro-
cating engines. The brake horsepower devel-
oped in standard atmosphere at a specified
altitude and under the maximum conditions
of crankshaft rotational speed and engine
manifold pressure, and approved for use dur-
ing periods of unrestricted duration.

Horsepower, maximum continuous for turbine
engines. The brake horsepower developed at
specified altitudes, atmospheric tempera-
tures, and flight speeds and under the max-
imum conditions of rotor shaft rotational
speed and gas temperature, and approved for
use during periods of unrestricted duration.

Thrust, maximum continuous for turbine en-
gines. The jet thrust developed at specified
altitudes, atmospheric temperatures, and
flight speeds and under the maximum condi-
tions of rotor shaft rotational speed and gas
temperature, and approved for use during pe-
riods of unrestricted duration.

Hours, aircraft. The airborne hours of air-
craft computed from the moment an aircraft
leaves the ground until it touches the ground
at the end of a flight.

Hours flown, revenue aircraft. The aircraft
hours of flights performed in revenue serv-
ice.

Hours in capitalized projects, aircraft. Air-
craft hours applicable to ferrying newly ac-
quired aircraft from the factory, to capital-
ized extension and development preoperating
projects and to other costs which have been
capitalized.

Hours per aircraft per day—carrier’s equip-
ment, revenue. Average hours of productive
use per day in revenue service of reporting
carrier’s equipment determined by dividing
(1) Aircraft days assigned to service—car-
rier’s equipment into (2) Revenue aircraft
hours minus Revenue hours on other car-
rier’s interchange equipment plus Total
hours by others on the carrier’s interchange
equipment.

Hours per aircraft per day—carrier’s routes,
revenue. Average hours of productive use per
day in revenue service on reporting carrier’s
routes determined by dividing (1) Aircraft
days assigned to service-carrier’s routes into
(2) Revenue aircraft hours.

Hours, ramp-to-ramp. The aircraft hours
computed from the moment the aircraft first
moves under it own power for purposes of
flight, until it comes to rest at the next
point of landing.
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Improvement. An addition or alteration to
land, a building, or a unit of equipment that
results in a better piece of property, in the
sense of greater durability, or in increased
productivity or efficiency. (See also Modi-
fication.)

Income tax expense. The amount of income
taxes (whether or not currently payable or
refundable) allocable to a period in the de-
termination of net income.

Income taxes. Taxes based on income deter-
mined under provisions of the United States
Internal Revenue Code and foreign, State,
and other taxes (including franchise taxes)
based on income.

Insurance, self. The assumption by an air
carrier of a risk of loss or liability arising
from an accident or other contingent event.

Interchange agreement. An agreement under
which aircraft of one air carrier are utilized
to provide one-plane service over its own
routes and the routes of other air carriers.

Interperiod tax allocation. The process of ap-
portioning income taxes among periods.

Inventory, perpetual. A book inventory kept
in continuous agreement with stock on hand
by means of a detailed record.

Investor controlled company (for purposes of
applying the equity method of accounting). Any
business entity in which the accounting air
carrier is able to exercise significant influ-
ence over operating and financial policies of
the issuing company. Significant influence
will be presumed, unless established to the
contrary by waiver request, with ownership
of 20 percent or more of the outstanding vot-
ing capital stock. Ability to exercise influ-
ence may be indicated in several ways, such
as representation on the Board of Directors,
participation in policy-making processes,
material intercompany transactions, inter-
change of managerial personnel, or techno-
logical dependency. Investor controlled com-
panies shall also be regarded as associated
companies for purposes of this system of ac-
counts (see also Associated company).

Item, delayed. An item relating to trans-
actions that occurred during a prior account-
ing period and that requires further account-
ing treatment for a true statement of finan-
cial condition or operating results. It in-
cludes adjustments of errors in the operating
revenue, operating expense, and other in-
come accounts for prior periods.

Liability, contingent. A possible source of
obligation of an air carrier dependent upon
the fulfillment of conditions regarded as un-
certain.

Load, available. Represents the maximum
salable load. It is the allowable gross weight
less the empty weight, less all justifiable air-
craft equipment, and less the operating load
(consisting of minimum fuel load, oil, flight
crew, steward’s supplies, etc.). For passenger
aircraft, the available load must not exceed
the weight of the maximum number of pas-
sengers who can be accommodated in the
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seats installed in the aircraft plus the weight
of the traffic that can be accommodated in
the cargo space.

Load, average revenue. The average total
revenue tons carried in revenue services, de-
termined by dividing total revenue ton-miles
by aircraft miles flown in revenue services.

Load, average revenue passenger. Average
number of revenue passengers carried in pas-
senger services, determined by dividing rev-
enue passenger-miles by aircraft miles flown
in revenue passenger services.

Load factor, over-all revenue. The percent
that total revenue ton-miles (passenger plus
nonpassenger) are of available ton-miles in
revenue services.

Load factor, revenue passenger. The percent
that revenue passenger-miles are of available
seat-miles in revenue passenger services.

Load, minimum fuel. The minimum quan-
tity of fuel with which an aircraft may be
dispatched in accordance with the safety op-
erating needs of the air carrier.

Load, salable. (See Load, available.)

Mail, nonpriority. All mail for which trans-
portation by air is provided on a space avail-
able basis.

Mail, priority. All mail for which transpor-
tation by air is provided on a priority basis.

Mile. A statute mile (5,280 feet).

Miles completed, percent scheduled aircraft.
The percent of scheduled aircraft miles
which were performed.

Miles completed, scheduled aircraft. The air-
craft miles performed on scheduled flights
computed between only those scheduled
points actually served.

Miles flown, aircraft. The miles (computed
in airport-to-airport distances) for each
flight stage actually completed, whether or
not performed in accordance with the sched-
uled pattern. For this purpose, operation to
a flag stop is a stage completed even though
a landing is not actually made. In cases
where the interairport distances are inappli-
cable, aircraft miles flown are determined by
multiplying the normal crusing speed for the
aircraft type by the airborne hours.

Miles flown, nonrevenue aircraft. The air-
craft miles flown on nonrevenue flights, such
as ferry (including empty backhauls to MAC
one-way charters), personnel training, exten-
sion and development, and abortive revenue
flights.

Miles, revenue aircraft. The aircraft miles
flown in revenue service.

Miles, scheduled aircraft. The sum of the
airport-to-airport distances of all flights
scheduled to be performed over the air car-
rier’s certificated routes pursuant to pub-
lished flight schedules. Flights listed in the
published schedules for operation only as
extra sections, when traffic warrants, are ex-
cluded.

Modification. An alteration in a structure
or unit of equipment that changes its design
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and is made to correct an error, increase pro-
duction, improve efficiency of operation, or
for some other reason.

Obsolescence. The process of becoming out
of date due to progress of the arts and
sciences, changed economic conditions, legis-
lation, etc., which ultimately results in the
retirement or other disposition of property.

Off-Line. Installations maintained or fa-
cilities used for other than scheduled certifi-
cated air services.

On-Line. Installations maintained or facili-
ties used in conducting scheduled certifi-
cated air services.

Domestic. Flight stages with both terminals
within the 50 States of the United States and
the District of Columbia.

Territorial. Flight stages with both termi-
nals within territory under U.S. jurisdiction
where at least one of the terminals is not
within a State or the District of Columbia.

International. Flight stages with one or
both terminals outside of territory under
U.S. jurisdiction.

Operations, systems. The over-all operations
of an air carrier including all of the oper-
ating entities of an air carrier having mul-
tiple operations.

Passenger-mile. One passenger transported 1
mile. Passenger-miles are computed by mul-
tiplying the aircraft miles flown on each
flight stage by the number of passengers
transported on that stage.

Passenger-mile, nonrevenue. One nonrevenue
passenger transported one mile.

Passenger-mile, revenue. One revenue pas-
senger transported one mile.

Passenger, nonrevenue. A person traveling
free or under token charges, except those ex-
pressly named in the definition of revenue
passenger; a person traveling at a fare or dis-
count available only to employees or author-
ized persons of air carriers or their agents or
only for travel on the business of the car-
riers; and an infant who does not occupy a
seat. (This definition is for 14 CFR part 241
traffic reporting purposes and may differ
from the definitions used in other parts by
the Federal Aviation Administration and the
Transportation Security Administration for
the collection of Passenger Facility Charges
and Security Fees.)

The definition includes, but is not limited
to following examples of passengers when
traveling free or pursuant to token charges:

(1) Directors, officers, employees, and oth-
ers authorized by the air carrier operating
the aircraft;

(2) Directors, officers, employees, and oth-
ers authorized by the air carrier or another
carrier traveling pursuant to a pass inter-
change agreement;

(3) Travel agents being transported for the
purpose of familiarizing themselves with the
carrier’s services;
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(4) Witnesses and attorneys attending any
legal investigation in which such carrier is
involved;

(5) Persons injured in aircraft accidents,
and physicians, nurses, and others attending
such persons;

(6) Any persons transported with the object
of providing relief in cases of general epi-
demic, natural disaster, or other catas-
trophe;

(7) Any law enforcement official, including
any person who has the duty of guarding
government officials who are traveling on of-
ficial business or traveling to or from such
duty;

(8) Guests of an air carrier on an inaugural
flight or delivery flights of newly-acquired
or renovated aircraft;

(9) Security guards who have been assigned
the duty to guard such aircraft against un-
lawful seizure, sabotage, or other unlawful
interference;

(10) Safety inspectors of the National
Transportation Safety Board or the FAA in
their official duties or traveling to or from
such duty;

(11) Postal employees on duty in charge of
the mails or traveling to or from such duty;

(12) Technical representatives of compa-
nies that have been engaged in the manufac-
ture, development or testing of a particular
type of aircraft or aircraft equipment, when
the transportation is provided for the pur-
pose of in-flight observation and subject to
applicable FAA regulations;

(13) Persons engaged in promoting air
transportation;

(14) Air marshals and other Transportation
Security officials acting in their official ca-
pacities and while traveling to and from
their official duties; and

(15) Other authorized persons, when such
transportation is undertaken for pro-
motional purpose.

Passenger, revenue. A passenger for whose
transportation an air carrier receives com-
mercial remuneration. (This definition is for
14 CFR part 241 traffic reporting purposes
and may differ from the definitions used in
other parts by the Federal Aviation Admin-
istration and the Transportation Security
Administration for the collection of Pas-
senger Facility Charges and Security Fees.)
This includes, but is not limited to, the fol-
lowing examples:

(1) Passengers traveling under publicly
available tickets including promotional of-
fers (for example two-for-one) or loyalty pro-
grams (for example, redemption of frequent
flyer points);

(2) Passengers traveling on vouchers or
tickets issued as compensation for denied
boarding or in response to consumer com-
plaints or claims;

(3) Passengers traveling at corporate dis-
counts;
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(4) Passengers traveling on preferential
fares (Government, seamen, military, youth,
student, etc.);

(5) Passengers traveling on barter tickets;
and

(6) Infants traveling on confirmed-space
tickets.

Passengers transported. Passengers on board
each flight stage.

Person controlling an air carrier. Any person,
as defined in 49 U.S.C. 40102, whom the De-
partment has found, in any proceeding, to
control an air carrier, or who holds, directly
or indirectly, the legal or beneficial owner-
ship of more than 50 percent of the out-
standing voting capital stock or capital of an
air carrier, and who does not make a proper
showing to the Department that he or she
does not control the carrier despite such
stock ownership, shall be deemed to be a per-
son controlling the carrier for the purpose of
this part. A brokerage firm which holds
record ownership of securities merely for the
convenience of the customer beneficially
owning the stock shall not be deemed a per-
son controlling an air carrier.

Premium (as applied to securities issued or as-
sumed by the air carrier). The excess of (1) the
then current money value of the consider-
ation received from their sale, less the
amount included therein for dividends or in-
terest accrued, over (2) their par or stated
value.

Pretax accounting income. Income or loss for
a period exclusive of related income tax ex-
pense.

Property (as applied to traffic). (See Cargo.)

Replacement. Substitution of new for exist-
ing facilities that are worn out, damaged be-
yond repair, or have become inadequate in
service.

Reporting carrier for T-100 purposes means
the air carrier in operational control of the
flight, i.e., the carrier that uses its flight
crew under its own FAA operating authority.

Residual value. The predetermined portion
of the cost of a unit of property or equip-
ment excluded from depreciation. It shall
represent a fair and reasonable estimate of
recoverable value as at the end of the service
life over which the property or equipment is
depreciated and shall give due consideration
to the proceeds anticipated from disposition
of the property or equipment and the extent
to which costs attaching to property or
equipment are  otherwise recoverable
through charges against income.

Retirement. The permanent withdrawal of
assets from services of the corporate entity
through sale, abandonment, demolition, or
other disposal.

Retirement, date of. The date on which prop-
erty or equipment is permanently withdrawn
from services of the corporate entity.

Route, certificated. The route(s) over which
an air carrier is authorized to provide air
transportation by a Certificate of Public
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Convenience and Necessity issued by the De-
partment of Transportation pursuant to sec-
tion 401(d) (1) or (2) of the Act.

Salvage value. The amount received for
property retired, less the expenses incurred
in connection with the sale or in the prepa-
ration of the property for sale; or, if re-
tained, the amount at which the material re-
covered is charged to materials and supplies
or other appropriate account.

Seats available. Installed seats in an air-
craft (including seats in lounges) exclusive of
any seats not offered for sale to the public by
the carrier; provided that in no instance
shall any seat sold be excluded from the
count of available seats.

Seats, average available. The average num-
ber of seats available for passengers, deter-
mined by dividing available seat-miles by
revenue aircraft miles flown in passenger
service.

Seat-miles available, revenue. The aircraft
miles flown on each flight stage multiplied
by the number of seats available for revenue
use on that stage.

Section 41103 cargo operations. The carriage,
pursuant to 49 U.S.C. 41103, by aircraft of
property and/or mail as a common carrier for
compensation or hire in commerce between a
place in any State of the United States, or
the District of Columbia, or Puerto Rico, or
the U.S. Virgin Islands, and a place in any
other of those entities, or between places in
the same State or other entity through the
air-space over any place outside thereof, or
between places within the District of Colum-
bia, Puerto Rico, or the U.S. Virgin Islands.
This includes commerce moving partly by
aircraft and partly by other forms of trans-
portation, as well as commerce moving whol-
ly by aircraft.

Segment, service. A pair of points served or
scheduled to be served by a single stage of at
least one flight within any given time pe-
riod.

Service, charter. Nonscheduled air transport
service in which the party receiving trans-
portation obtains exclusive use of an agreed
upon portion of the total capacity of an air-
craft with the remuneration paid by the
party receiving transportation accruing di-
rectly to, and the responsibility for pro-
viding transportation is that of, the account-
ing air carrier.

Service, coach (tourist). Transport service
specifically established for the carriage of
passengers at special reduced passenger fares
that are predicated on both the operation of
specifically designated aircraft space and a
reduction in the quality of service regularly
and ordinarily provided.

Service, first class. Transport service estab-
lished for the carriage of passengers moving
at either standard fares or premium fares, or
at reduced fares not predicated upon the op-
eration of specifically allocated aircraft
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space, and for whom standard or premium
quality services are provided.

Service life. The period between the date of
installation of property or equipment and its
date of retirement.

Service, mixed. Transport service for the
carriage of both first-class and coach pas-
sengers on the same aircraft.

Service, nonpassenger. Transport service es-
tablished for the carriage of traffic other
than passengers.

Service, nonscheduled. Includes transport
service between points not covered by Cer-
tificates of Public Convenience and Neces-
sity issued by the Department of Transpor-
tation to the air carrier; services pursuant to
the charter or hiring of aircraft; other rev-
enue services not constituting an integral
part of the services performed pursuant to
published schedules; and related nonrevenue
flights.

Service, passenger-cargo. Transport service
established for the carriage of passengers
which may also be used jointly for the trans-
portation of cargo.

Service, scheduled. Transport service oper-
ated pursuant to published flight schedules,
including extra sections and related nonrev-
enue flights.

Service, transport. The operation of facili-
ties for the carriage of traffic by air.

Services, all. The total of scheduled and
nonscheduled transport services.

Stop, flag. A point on an air carrier’s oper-
ating system that is scheduled to be served
only when traffic is to be picked up or dis-
charged.

Stops, technical. Aircraft landing made for
purposes other than enplaning or deplaning
traffic. For purposes of identifying reporting
entities, landings made for stopover pas-
sengers are regarded as technical stops.

Tariff, published. A publication containing
fares and rates applicable to the transpor-
tation of persons or cargo and rules relating
to or affecting such fares or rates of trans-
portation, filed with the Department of
Transportation.

Taxable income. The excess of revenues over
deductions or the excess of deductions over
revenues to be reported for income tax pur-
poses for a period.

Tax effects. Differentials in income taxes of
a period attributable to (1) revenue or ex-
pense transactions which enter into the de-
termination of pretax accounting income in
one period and into the determination of tax-
able income in another period, (2) deductions
or credits that may be carried backward or
forward for income tax purposes, and (3) ad-
justments of prior periods (or of the opening
balance of retained earnings) and direct en-
tries to other stockholders’ equity accounts
which enter into the determination of tax-
able income in a period but which do not
enter into the determination of pretax ac-
counting income of that period. A permanent
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difference does not result in a “‘tax effect”” as
the term is used in this System of Accounts
and Reports.

Ton. A short ton (2,000 pounds).

Ton-mile. One ton transported 1 mile. Ton-
miles are computed by multiplying the air-
craft miles flown on each flight stage by the
number of tons transported on that stage.

Ton-mile, nonrevenue. One ton of nonrev-
enue traffic transported 1 mile.

Ton-mile, passenger. One ton of passenger
weight (including all baggage) transported 1
mile. (See also Weight, passenger.)

Ton-mile, revenue. One ton of revenue traf-
fic transported 1 mile.

Ton-miles available, revenue. The aircraft
miles flown on each flight stage multiplied
by the ton capacity available for use on that
stage.

Traffic, deplaned. A count of the number of
passengers getting off and tons of cargo un-
loaded from an aircraft. For this purpose,
passengers an cargo on aircraft leaving a
carrier’s system on interchange flights are
considered as deplaning and the interchange
point; and passengers and cargo moving from
one operation to another operation of the
same carrier, for which separate reports are
required by the Department of Transpor-
tation, are considered as deplaning at the
junction point.

Traffic, enplaned. A count of the number of
passengers boarding and tons of cargo loaded
on an aircraft. For this purpose, passengers
and cargo on aircraft entering a carrier’s
system on interchange flights are considered
as enplaning at the interchange point; and
passengers and cargo moving from one oper-
ation to another operation of the same car-
rier, for which separate reports are required
by the Department of Transportation, are
considered as enplaning at the junction
point.

Traffic, nonrevenue. Passengers and cargo
transported by air for which no remunera-
tion or token service charges are received by
the air carrier. Airline employees, officers
and directors, or other persons, except for
ministers of religion, who are traveling
under reduced-rate transportation author-
ized by 49 U.S.C. 41511(a) and 14 CFR part 223,
as well as travel agents, cargo agents, and
tour conductors traveling at reduced fares
are also considered nonrevenue traffic.

Traffic office. A facility where air transpor-
tation is sold, and related processes of docu-
mentation and reservation confirmation are
performed.

Traffic, revenue. Passengers and cargo
transported by air for which remuneration is
received by the air carrier. Airline employ-
ees, officers and directors, or other persons,
except for ministers of religion, who are
traveling under reduced-rate transportation
authorized by 49 U.S.C. 41511(a) and 14 CFR
part 223, travel agents, cargo agents, and
tour conductors traveling at reduced fares,
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and other passengers and cargo carried for
token service charges, are not considered as
revenue traffic.

Transportation, free. The carriage of any
person or cargo (other than cargo owned by
the air carrier) without compensation.

Unit basis (in depreciation accounting). A
plan under which depreciation expenses is
accrued upon the basis of the book cost of
the individual item of property in relation to
the service life and salvage value of the par-
ticular item.

Value, service. The difference between the
book cost and the residual value of property
and equipment.

Weight, allowable gross. The maximum gross
weight (of the aircraft and its contents)
which an aircraft is licensed to carry into
the air on each flight stage.

Weight, average available. The average ca-
pacity available for revenue traffic, deter-
mined by dividing available ton-miles by air-
craft miles in revenue service.

Weight, empty. The weight of the airframe,
engines, propellers, and fixed equipment of
an aircraft. Empty weight excludes the
weight of the crew and payload, but includes
the weight of all fixed ballast, unusable fuel
supply, undrainable oil, total quantity of en-
gine coolant, and total quantity of hydraulic
fluid.

Weight, passenger. For the purposes of this
part, a standard weight of 200 pounds per pas-
senger (including all baggage) is used for all
civil operations and classes of service. Other
weights may be prescribed in specific in-
stances upon the initiative of the Depart-
ment of Transportation or upon a factually
supported request by an air carrier.

Wet-Lease Agreement means an agreement
under which one carrier leases an aircraft
with flight crew to another air carrier.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by Amdt. 241-58, 54 FR 5590, Feb. 89, 1989]

EDITORIAL NOTE: For FEDERAL REGISTER cCi-
tations affecting Section 03, see the List of
CFR Sections Affected, which appears in the
Finding Aids section of the printed volume
and on GPO Access.

Section 04 Air Carrier Groupings

(a) All large certificated air carriers are
placed into three basic air carrier groupings
based upon their level of operations and the
nature of these operations. In order to deter-
mine the level of operations, total operating
revenues for a twelve-month period are used.
The following operating revenue ranges are
used to establish air carrier groupings:

Carrier Group Total Annual Operating Revenues

... ... | 0-$100,000,000
.. $100,000,001-$1,000,000,000
I .. $1,000,000,001+
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For reporting purposes, Group | air car-
riers are further divided into two subgroups:
(1) Air carriers with total annual operating
revenues from $20,000,000 to $100,000,000 and
(2) Air carriers with total annual operating
revenues below $20,000,000.

(b) Both the criteria for establishing air
carrier groupings and the assignment of each
air carrier to a specific group of carriers will
be reviewed periodically by the Director, Of-
fice of Airline Information, to assure the
maintenance of appropriate standards for the
grouping of carriers. When an air carrier’s
level of operations passes the upper or lower
limit of its currently assigned carrier group-
ing, the carrier is not automatically trans-
ferred to a different group and a new level of
reporting. The Office of Airline Statistics
will issue an updated listing of the carrier
groups on an annual basis. A carrier may pe-
tition for reconsideration of its assigned car-
rier grouping or request a waiver from the
accounting and reporting requirements that
are applicable to a particular group under
the provisions of section 1-2 of this Uniform
System of Accounts and Reports.

[Amdt. 241-60, 56 FR 12658, Mar. 27, 1991, as
amended at 60 FR 66723, Dec. 26, 1995]

GENERAL ACCOUNTING PROVISIONS

Section 1 Introduction to System of
Accounts and Reports

Sec. 1-1 Applicability of system of ac-
counts and reports.

Each large certificated air carrier
shall keep its books of account, records
and memoranda and make reports to
the BTS in accordance with this sys-
tem of accounts and reports. The BTS
reserves the right, however, under the
provisions of sections 49 U.S.C. 41701
and 41708, to expand or otherwise mod-
ify the classes of carriers subject to
this system of accounts and reports.

[ER-1400, 50 FR 11, Jan. 2, 1985, as amended
at 60 FR 66723, Dec. 26, 1995]

Sec. 1-2 Waivers from this system of
accounts and reports.

A waiver from any provision of this
system of accounts or reports may be
made by the BTS upon its own initia-
tive or upon the submission of written
request therefor from any air carrier,
or group of air carriers, provided that
such a waiver is in the public interest
and each request for waiver expressly
demonstrates that: existing peculiar-
ities or unusual circumstances warrant
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a departure from a prescribed proce-
dure or technique; a specifically de-
fined alternative procedure or tech-
nique will result in a substantially
equivalent or more accurate portrayal
of operating results or financial condi-
tion, consistent with the principles em-
bodied in the provisions of this system
of accounts and reports; and the appli-
cation of such alternative procedure
will maintain or improve uniformity in
substantive results as between air car-
riers.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed at 60 FR 66723, Dec. 26, 1995]

Sec. 1-3 General description of system
of accounts and reports.

(a) This system of accounts and re-
ports is designed to permit limited con-
traction or expansion to reflect the
varying needs and capacities of dif-
ferent air carriers without impairing
basic accounting comparability as be-
tween air carriers. In its administra-
tion three air carrier groups, des-
ignated Group I, Group Il, and Group
111, respectively (see section 04), are es-
tablished by the BTS. This grouping
will be reviewed from time to time
upon petition of individual air carriers
or by initiative of the BTS with the
view of a possible regrouping of the air
carriers.

(b) Under the system of accounts pre-
scribed, balance sheet elements are ac-
counted for by all air carrier groups
within a fixed uniform pattern of spe-
cific accounts. All profit and loss ele-
ments are accounted for within specific
objective accounts established for each
air carrier group resulting from dual
classifications, designated for each air
carrier group, which are descriptive of
both basic areas of financial activity,
or functional operation, and objective
served. The profit and loss elements of
the three air carrier groups can be re-
duced to broad objectives and general
or functional classifications which are
comparable for all air carrier groups.
Both balance sheet and profit and loss
accounts and account groupings are de-
signed, in general, to embrace all ac-
tivities, both air transport and other
than air transport, in which the air
carrier engages and provide for the sep-
aration of elements identifiable exclu-
sively with other than air transport ac-

Sec. 14

tivities. Profit and loss elements which
are recorded during the current ac-
counting year are subclassified as be-
tween (1) those which relate to the cur-
rent accounting year and adjustments
of a recurrent nature applicable to
prior accounting years, and (2) extraor-
dinary items of material magnitude.

(c) In order to afford air carriers as
much flexibility and freedom as pos-
sible in establishing ledger and sub-
sidiary accounts to meet their indi-
vidual needs, a minimum number of ac-
count subdivisions have been pre-
scribed in this Uniform System of Ac-
counts. It is intended, however, that
each air carrier, in maintaining its ac-
counting records, will provide sub-
account and subsidiary account seg-
regations of accounting elements
which differ in nature of accounting
characteristics, in a manner which will
render individual elements readily dis-
cernible and traceable throughout the
accounting system, and will provide for
relating profit and loss elements to ap-
plicable balance sheet counterparts.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed at 60 FR 66723, Dec. 26, 1995]

Sec. 1-4 System of accounts coding.

(a) A four digit control number is as-
signed for each balance sheet and profit
and loss account. Each balance sheet
account is numbered sequentially,
within blocks, designating basic bal-
ance sheet classifications. The first
two digits of the four digit code as-
signed to each profit and loss account
denote a detailed area of financial ac-
tivity or functional operation. The
first two digits, thus assigned to each
profit and loss account, are numbered
sequentially within blocks, designating
more general classifications of finan-
cial activity and functional operation.
The second two digits assigned to prof-
it and loss accounts denote objective
classifications.

(b) A fifth digit, appended as a dec-
imal, has been assigned for internal
control by the BTS of prescribed sub-
divisions of the primary objective bal-
ance sheet and profit and loss classi-
fications. A different fifth digit code
number from that assigned by the BTS
may be adopted for internal record-
keeping by the air carrier provided the
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prescribed subclassification of objec-
tive accounts is not impaired and the
code number assigned by the BTS is
employed in reporting to the BTS on
Form 41 Reports.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed at 60 FR 66723, Dec. 26, 1995]

Sec. 1-5 Records.

(a) The general books of account and
all books, records, and memoranda
which support in any way the entries
therein shall be kept in such manner as
to provide at any time full information
relating to any account. The entries in
each account shall be supported by
such detailed information as will
render certain the identification of all
facts essential to a verification of the
nature and character of each entry and
its proper classification under the pre-
scribed Uniform System of Accounts.
Registers, or other appropriate records,
shall be maintained of the history and
nature of each note receivable and each
note payable.

(b) The books and records referred to
herein include not only accounting
records in a limited technical sense,
but all other records such as organiza-
tion tables and charts, internal ac-
counting manuals and revisions there-
to, minute books, stock books, reports,
cost distributions and other accounting
work sheets, correspondence, memo-
randa, etc., which may constitute nec-
essary links in developing the history
of, or facts regarding, any accounting
or financial transaction.

(c) All books, records and memoranda
shall be preserved and filed in such
manner as to readily permit the audit
and examination thereof by representa-
tives of the DOT. All books, records,
and memoranda shall be housed or
stored in such manner as to afford pro-
tection from loss, theft, or damage by
fire, flood or otherwise and no such
books and records shall be destroyed or
otherwise disposed of, except in con-
formance with 14 CFR part 249 for the
preservation of records.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed at 60 FR 66723, Dec. 26, 1995]
Sec. 1-6 Accounting entities.

(a) Separate accounting records shall
be maintained for each air transport
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entity for which separate reports to
the BTS are required to be made by
sections 21(g) and for each separate
corporate or organizational division of
the air carrier. For purposes of this
Uniform System of Accounts and Re-
ports, each nontransport entity con-
ducting an activity which is not re-
lated to the air carrier’s transport ac-
tivities and each transport-related ac-
tivity or group of activities qualifying
as a nontransport venture pursuant to
paragraph (b) of this section, whether
or not formally organized within a dis-
tinct organizational unit, shall be
treated as a separately operated orga-
nizational division; except that provi-
sions of this paragraph and paragraph
(b) shall not apply to leasing activities.

(b) As a general rule, any activity or
group of activities comprising a trans-
port-related service provided for in
transport-related revenue and expense
accounts 09 through 18 shall be consid-
ered a separate nontransport venture
under circumstances in which either:
(1) A separate corporate or legal entity
has been established to perform such
services, (2) the aggregate annual rev-
enue rate, as determined in section 2-
1(d), during either of the prior two
years exceeds the greater of $1 million
per annum or one percent of the air
carrier’s total annual transport reve-
nues, or (3) the aggregate annual ex-
pense rate, as determined in section 2-
1(d), during either of the prior two
years exceeds the greater of $1 million
or one percent of the carrier’s total an-
nual operating expenses: Provided, That
revenues and expenses from in-flight
sales, and interchange sales shall be
considered related to air transpor-
tation and accounted for accordingly,
regardless of the revenue or expense
standard set forth above.

(c) The records for each required ac-
counting entity shall be maintained
with sufficient particularity to permit
a determination that the requirements
of section 2-1 have been complied with.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER-841, 39 FR 11994, Apr. 2, 1974; ER-
1022, 42 FR 46495, Sept. 15, 1977; ER-1027, 42
FR 60127, Nov. 25, 1977; 60 FR 66723, Dec. 26,
1995]
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Sec. 1-7 Interpretation of accounts.

To the end that uniform accounting
may be maintained, questions involv-
ing matters of accounting significance
which are not clearly provided for
should be submitted to the Director,
Office of Airline Information, K-25, Bu-
reau of Transportation Statistics, for
explanation, interpretation, or resolu-
tion.

[Amdt. 241-58, 54 FR 5591, Feb. 6, 1989, as
amended at 60 FR 66723, Dec. 26, 1995]

Sec. 1-8 Address for reports and cor-
respondence.

All reports required under this part
and related correspondence shall be ad-
dressed to: Office of Airline Informa-
tion, K-25, Room 4125, U.S. Department
of Transportation, 400 Seventh St.,
SW., Washington, DC 20590.

[[Amdt. 241-58, 54 FR 5592, Feb. 6, 1989, as
amended at 60 FR 66723, Dec. 26, 1995]

Section 2 General Accounting Policies

Sec. 2.1 Generally accepted account-
ing principles.

(a) The accounting provisions con-
tained in this part are based on gen-
erally accepted accounting principles
(GAAP). Persons subject to this part
are authorized to implement, as pre-
scribed by the Financial Accounting
Standards Board, newly issued GAAP
pronouncements until and unless the
Director, Office of Airline Information
(OAl), issues an Accounting Directive
making an initial determination that
implementation of a new pronounce-
ment would adversely affect the De-
partment’s programs.

(b) The Director, OAI, shall review
each newly issued GAAP pronounce-
ment to determine its affect on the De-
partment’s regulatory programs. If
adopting a specific change in GAAP
would adversely affect the Depart-
ment’s programs, the Director will
issue the results of the review in the
form of an Accounting Directive. The
directive will state the reasons why the
particular change should not be incor-
porated in the uniform system of ac-
counts and contain accounting guid-
ance for maintaining the integrity of
the Department’s air carrier account-
ing provisions.

Sec. 2-2

(c) Objections and comments relating
to the Department’s decision not to
implement a change in generally ac-
cepted principles may be addressed to
Director, Office of Airline Information,
K-25, Room 4125, U.S. Department of
Transportation, 400 Seventh St., SW.,
Washington, DC 20590. If significant ob-
jections are raised urging adoption of a
particular GAAP pronouncement, the
Department will institute a rule-
making.

[[Amdt. 241-58, 54 FR 5592, Feb. 6, 1989, as
amended at 60 FR 66723, Dec. 26, 1995]

Sec. 2-2 Basis of allocation between
entities.

(a) The provisions of this section
shall apply to each person controlling
an air carrier, each person controlled
by the air carrier, as well as each
transport entity and organizational di-
vision of the air carrier for which sepa-
rate records must be maintained pursu-
ant to section 1-6.

(b) Each transaction shall be re-
corded and placed initially under ac-
counting controls of the particular air
transport entity or organizational divi-
sion of the air carrier or member of an
affiliated group to which directly
traceable. If applicable to two or more
accounting entities, a proration shall
be made from the entity of original re-
cording to other participating entities
on such basis that the statements of fi-
nancial condition and operating results
of each entity are comparable to those
of distinct legal entities. The alloca-
tions involved shall include all debits
and credits associated with each enti-
ty.

(c) For purposes of this section, in-
vestments by the air carrier in re-
sources or facilities used in common by
the regulated air carrier and those
transport-related revenue services de-
fined as separate nontransport ven-
tures under section 1-6(b) shall not be
allocated between such entities but
shall be reflected in total in the appro-
priate accounts of the entity which
predominately uses those investments.
Where the entity of predominate use is
a nontransport venture, the air carrier
shall reflect the investment in account
1510.3, Advances to Associated Compa-
nies.
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(d) For purposes of this Uniform Sys-
tem of Accounts and Reports, all reve-
nues shall be assigned to or appor-
tioned between accounting entities on
bases which will fully recognize the
services provided by each entity, and
expenses, or costs, shall be apportioned
between accounting entities on such
bases as will result: (1) With respect to
transport-related services, in the as-
signment thereto of proportionate di-
rect overheads, as well as direct labor
and materials, of the applicable ex-
pense functions prescribed by this sys-
tem of accounts and reports, and (2)
with respect to separate ventures, in
the assignment thereto of proportional
general and administrative overheads
as well as the direct overheads, labor,
and materials.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER-841, 39 FR 11994, Apr. 2, 1974; ER-
1401, 50 FR 238, Jan. 3, 1985. Redesignated and
further amended by Amdt. 241-58, 54 FR 5592,
Feb. 6, 1989]

Sec. 2-3 Distribution of revenues and
expenses within entities.

(a) Revenues and expenses attrib-
utable to a single natural objective ac-
count or functional classification shall
be assigned accordingly.

(b) Revenue and expense items which
are common to two or more natural ob-
jective accounts shall be recorded in
the objective accounts to which they
predominantly relate.

(c) Expense items contributing to
more than one function shall be
charged to the general overhead func-
tions to which applicable except that
where only incidental contribution is
made to more than a single function an
item may be included in the function
to which primarily related, provided
such function is not distorted by in-
cluding an aggregation of amounts ap-
plicable to other functions. When as-
signment of expense items on the basis
of the primary activity to which re-
lated does not in the aggregate result
in a fair presentation of the expenses
applicable to each function, apportion-
ment shall be made between functions
based upon a study of the contribution
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to each function during a representa-
tive period.

[ER-755, 37 FR 19726, Sept. 21, 1972. Redesig-
nated by Amdt. 241-58, 54 FR 5592, Feb. 6,
1989]

Sec. 2-4 Accounting period.

(a) The accounting year of each air
carrier subject to this Uniform System
of Accounts shall be the calendar year
unless otherwise approved by the BTS.

(b) Each air carrier shall keep its fi-
nancial accounts and records on a full
accrual basis for each quarter so that
all transactions, as nearly as may rea-
sonably be ascertained, shall be fully
reflected in the air carrier’s books for
the quarter in which revenues have
been earned and the costs attaching to
the revenues so earned in each quarter
have been incurred independently of
the incidence of sales or purchases and
settlement with debtors or creditors.

(c) Expenditures incurred during the
current accounting year which demon-
strably benefit operations to be per-
formed during subsequent accounting
years to a significant extent shall be
deferred and amortized to the period in
which the related operations are per-
formed when of sufficient magnitude to
distort the accounting results of the
year in which incurred.

(d) Expenditures charged directly or
amortized to operations within one ac-
counting year shall not be reversed in
a subsequent accounting year and re-
amortized or charged directly against
operations of subsequent years except
that retroactive adjustments are per-
mitted where necessary to conform
with adjustments required by the DOT
for ratemaking purposes.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER-1027, 42 FR 60127, Nov. 25, 1977; ER-
1188, 45 FR 48870, July 22, 1980; 60 FR 66723,
66725, Dec. 26, 1995]

Sec. 2-5 Revenue and accounting prac-
tices.

(a) Revenue accounting practices
shall conform to the provisions of ac-
count 2160, Air Traffic Liability.

(b) Each route air carrier shall phys-
ically verify the reliability of its pas-
senger revenue accounting practice at
least once each accounting year.
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(c) For those carriers who use the
yield or average-fare method to deter-
mine earned revenue, the analysis sup-
porting the verification shall include:

(1) The cutoff date for the liability to
be verified; such cutoff date shall be at
the end of a calendar month.

(2) The number of months after the
cutoff date during which documents
were examined to verify the liability;
the number of months after the cutoff
date during which documents are ex-
amined shall not exceed the maximums
set forth below:

" Maximum

Class of carrier months 1
TWA ... . 18
Trunks (except TWA) .. 12
All other route air carriers .. 6

1 Applies only to carriers on a yield or average-fare basis.
y yl

(3) The nature of the documents
which were examined for purposes of
the verification.

(4) The totals for each of the various
types of documents examined, on ac-
tual or sampling basis.

(5) A description of the sampling
technique and conversion to totals, if
sampling was employed.

(6) The amount and basis for all esti-
mates employed in the verification.

(7) The amount of resulting adjust-
ments and the quarter in which such
adjustments were, or are to be, made in
the accounts.

(d) For those carriers who use the
sales-lift match method to determine
earned revenue, the analysis sup-
porting the physical inventory
verification shall include:

(1) The cutoff date for the liability to
be verified; such cutoff date shall be at
the end of a calendar month.

(2) A trial balance as of the cutoff
date of all subaccounts supporting the
Air Traffic Liability control account;
the subsidiary trial balance must agree
with the Air Traffic Liability control
account or a reconciliation statement
furnished.

(3) A statement to the effect that a
sales listing of the value of all un-
matched auditor coupons has been
compiled and compared to the general
ledger control figure; the statement re-
quired by this subparagraph shall indi-
cate whether or not the value of the
unmatched coupons is in agreement

Section 3

with the general ledger. If the sales
listing is not in agreement with the Air
Traffic Liability control account, the
amount of such difference shall be
shown on such statement.

[ER-948, 41 FR 12290, Mar. 25, 1976, as amend-
ed by ER-1401, 50 FR 238, Jan. 3, 1985. Redes-
ignated at Amdt. 241-58, 54 FR 5592, Feb. 6,
1989; 60 FR 66725, Dec. 26, 1995]

BALANCE SHEET CLASSIFICATIONS

Section 3 Chart of Balance Sheet Ac-
counts
[See footnotes at end of table]

General classification

Name of account

Current assets:

Cash ..o 1010
Short-term investments . 1100
Notes receivable 1200
Accounts receivable ... 1270
Allowance for uncollectible
ACCOUNES ..o e 1290
Spare parts and supplies ... ..c.cceoviiines 1300
Allowance for obsoles-
cence—Spare parts and
SUPPLIES oo e 1311
Prepaid items 1410
Other current assets .. 1420
Investments and special
funds:
Investments in associated
COMPANIES ..evrviiiiiiiiiiirs e 1510
Investments in investor
controlled companies ...... ... 1510.1
Investments in other asso-
ciated companies ..........  ceeeveeieeieiens 1510.2
Advances to associated
COMPANIES .oeiviiiiriiiiiies e 1510.3
Other investments and re-
ceivables .........ccccviienne 1530
Special funds . 1550
Property and equipment ........ 1600-1700
Operating Nonoperat-
ing
Airframes 1601 1701
Airframes 1601.1 1701.1
Unamortized airframe over-
hauls 1601.2 1701.2
Aircraft engines 1602 1702
Aircraft engines 1602.1 1702.1
Unamortized aircraft engine
overhauls .. 1602.2 1702.2
Improvements to lease
equipment .......ccoceeveeiiiine 1607 1707
Flight equipment rotable parts
and assemblies ................. 1608 1708
Airframe parts and assem-
blies ... 11608.1 11708.1
Aircraft engine parts and
assemblies ... 11608.5 11708.5
Other parts and assemblies 11608.9 11708.9
Flight equipment .................... 1609 1709
Allowance for depreciation:
Airframes 1611 1711
Aircraft engines 1612 1712
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[See footnotes at end of table]
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[See footnotes at end of table]

Name of account

General classification

General classification

Name of account

Improvements to leased
flight equipment ..............
Flight equipment rotable
parts and assemblies .....
Flight equipment airworthi-
ness allowance
Equipment .
Furniture, fixtures and office
equipment .......ccceeeveenieniene
Improvements to leased build-
ings and equipment ............

Buildings .......cccooeiiiiiiie
Maintenance buildings and
improvements ................
Other buildings and im-
provements ............c........
Ground property and equip-
ment ... .
Allowance for depreciation:
Equipment .....ccccoeiiiine
Improvements to leased
buildings and equipment
Furniture, fixtures, and of-
fice equipment
Buildings
Maintenance buildings
and improvements  ......
Other buildings and im-
provements . .
Allowance for depreciation of
flight equipment and ground
property and equipment,
and amortization of over-
haul and airworthiness
costs
Land
Equipment purchase deposits
and advance payments ......
Construction work in progress
Leased property under capital
leases ........coeiiiniiiiicinine
Capital leases—flight equip-
ment ...
Capital leases—other prop-
erty and equipment .........
Leased property under capital
leases, accumulated amor-
tization ......ccovicniiniiiiie
Accumulated amortization—
capitalized flight equip-
ment ...
Accumulated amortiza
capitalized other property
and equipment ................
Property on operating-type
lease to others and prop-
erty held for lease ..............
Property on operating-type
lease to others and prop-
erty held for lease, accumu-
lated depreciation ...............
Other assets:
Long-term prepayments .....
Unamortized developmental
and preoperating costs ...
Other assets and deferred
charges ......ccoceeevevennne

1617

1618

21629
1630

1636

1639

1717

1718

21729
1730

1736

1739

General classification

1640

1640.1

1640.9

1649

1650

1654

1656
1660

1660.1

1660.9

1668
1679

1685
1689

1695

1695.1

1695.2

1696

1696.1

1696.2

1740

1740.1

1740.9

1749

1750

1754

1756
1760

1760.1

1760.9

1768
1779

1785
1789

1795

1795.1

1795.2

1796

1796.1

1796.2

1797

1798

1820

1830

1890

Current liabilities:
Current maturities of long-

term debt ... 2000
Notes payable:
Banks ... 2005
Other ... . 2015
Trade accounts payable ..... 2021
Accounts payable—other ... 2025
Current obligations under
capital leases .................. 2080
Accrued salaries, wages .... 2110
Accrued vacation liability 2120
Accrued interest 2125
Accrued taxes .. 2130
Dividends declared 2140
Air traffic liability ... 2160
Other current liabilities 2190
Noncurrent liabilities:
Long-term debt . 2210
Advances from associate
companies .... 2240
Pension liability 2250
Noncurrent obligations
under capital leases ....... 2280
Other noncurrent liabilities 2290
Deferred credits:
Deferred income taxes ....... 2340
Deferred investment tax
credits 2345
Other deferred credits 2390
Stockholders’ equity:
Preferred stock . 2820
Common stock . . 2840
Additional capital invested 2890
Premium on capital stock ... 2890.1
Discount on capital stock ... 2890.2
Other capital stock trans-
aCtONS ..vvvciiiiciiiis 2890.3
Retained earings ............  coeiiiieiiieine 2900
Subscribed and unissued
stock 2860
Treasury Stock ..o e 2990

1 Prescribed for group Il and group Il air carriers only.

2 At the option of the air carrier, these accounts may be as-
signed Nos. 2629 and 2729, respectively, for accounting pur-
poses.

Note: Digits to right of decimals and italicized codes estab-
lished for BTS control purposes only.

[ER-1401, 50 FR 239, Jan. 3, 1985, as amended
by Amdt. 248-58, 54 FR 5592, Feb. 6, 1989; 60
FR 66723, Dec. 26, 1995]

Section 4 General

(a) The balance sheet accounts are
designed to show the financial condi-
tion of the air carrier as at a given
date, reflecting the asset and liability
balances carried forward subsequent to
the closing or constructive closing of
the air carrier’s books of account.

(b) The balance sheet accounts pre-
scribed in this system of accounts for
each air carrier group are set forth in
Section 3, Chart of Balance Sheet Ac-
counts. The balance sheet elements to
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be included in each account are pre-
sented in section 6.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by Amdt. 241-58, 54 FR 5592, Feb. 6, 1989]

Section 5 [Reserved]

Section 6 Objective Classification of
Balance Sheet Elements

SOURCE: ER-980, 42 FR 29, Jan. 3, 1977, un-
less otherwise noted.

CURRENT ASSETS

1010 Cash.

(a) Record here all general and work-
ing funds available on demand as of the
date of the balance sheet which are not
formally restricted or earmarked for
specific objectives. Funds deposited for
special purposes which are to be satis-
fied within one year shall be included
in account 1100 Short-term Invest-
ments and funds restricted as to gen-
eral availability, which are not offset
by current liabilities, shall be included
in account 1550 Special Funds.

(b) Each air carrier shall subdivide
this account in such manner that the
balance can be readily segregated as
between balances in United States cur-
rency and the balances in each foreign
currency.

1100 Short-term Investments.

(a) Record here the cost of short-
term investments such as special de-
posits and United States Government
securities, any other temporary cash
investments, and the allowance for un-
realized gain or loss on current mar-
ketable equity securities.

(b) Special deposits for more than
one year, not offset by current liabil-
ities, shall not be included in this ac-
count but in account 1550 Special
Funds.

(c) This account should be charged or
credited for discount or premium on
United States Government securities
or other securities which should be am-
ortized to profit and loss account 80 In-
terest Income.

1200 Notes Receivable.

(a) Record here current notes receiv-
able including those from associated
companies, company personnel, and all
other sources.

Section 6

(b) Balances of notes payable to asso-
ciated companies shall not be offset
against amounts carried in this ac-
count. Balances with associated com-
panies which are not normally settled
currently shall not be included in this
account but in balance sheet account
1510.3 Advances to Associated Compa-
nies.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended by
ER-1401, 50 FR 241, Jan. 3, 1985]

1270 Accounts Receivable.

(a) Record here current accounts re-
ceivable including those due from the
United States Government, foreign
governments, associated companies,
company personnel, and other amounts
due for the performance of air trans-
portation.

(b) Amounts due from the United
States Government shall be main-
tained in such fashion as will clearly
and separately identify service mail
pay receivables, subsidy receivables
and other than mail transportation re-
ceivables.

(c) Amounts due for the performance
of air transportation shall include
gross amounts due whether settled
through airline clearing houses or with
individual carriers. Amounts payable
collected as agent shall not be credited
to this account, but should be included
in account 2190 Other Current Liabil-
ities.

(d) Balances payable to associated
companies shall not be offset against
amounts carried in this account. Bal-
ances with associated companies which
are not normally settled currently
shall not be included in this account
but in balance sheet account 1510.3 Ad-
vances to Associated Companies.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended by
ER-1401, 50 FR 241, Jan. 3, 1985]

1290 Allowance for Uncollectible Ac-
counts.

(a) Record here accruals for esti-
mated losses from uncollectible ac-
counts.

(b) All accounts against which allow-
ances have been established shall be
examined quarterly for the purpose of
redetermining the basis of accruals to
be applied to subsequent accounting
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periods and the reasonableness of al-
lowances already provided.

1300 Spare parts and supplies.

(a) Record here the cost of:

(1) Flight equipment replacement
parts of a type which ordinarily would
be recurrently expended and replaced
rather than repaired and reused;

(2) Unissued fuel inventories for use
in the overall or system operations of
the carrier. Adjustments of inventories
for aircraft fuel due to retroactive
price increases and decreases shall not
be entered in this account but in profit
and loss account 45, Aircraft Fuels and
Oils; and

(3) Unissued and unapplied materials
and supplies held in stock such as
unissued shop materials, expendable
tools, stationery and office supplies,
passenger service supplies, and res-
taurant and food service supplies.

(b) Costs paid by the air carrier such
as transportation charges and customs
duties; excise, sales, use and other
taxes; special insurance; and other
charges applicable to the cost of spare
parts and supplies shall be charged to
this account when they can be defi-
nitely allocated to specific items or
units of property. If such costs cannot
be so allocated, or if of minor signifi-
cance in relation to the cost of such
property, such amounts may be
charged to balance sheet account 1890
Other Assets and Deferred Charges and
cleared either by a suitable ‘‘loading
charge’ as the parts are used or by cur-
rent charges to appropriate expense or
property accounts; so long as the meth-
od of application does not cause mate-
rial distortion in operating expenses
from one accounting period to another.

(c) Reusable spare parts and supplies
recovered in connection with construc-
tion, maintenance, or retirement of
property and equipment shall be in-
cluded in this account at fair and rea-
sonable values but in no case shall such
values exceed original cost. Recoveries
of normally reparable and reusable
parts of a type for which losses in value
may be covered on a practical basis
through valuation allowance provisions
shall be included in this account on an
original cost basis. Scrap and non-
usable parts, expensed from this ac-
count and recovered, shall be included
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at net amounts realizable therefrom
with contra credit to the expense ac-
counts initially charged.

(d) The cost of rotable parts and as-
semblies of material value included in
this account which ordinarily are re-
paired and reused and possess a service
life approximating that of the primary
property types to which related shall
not be recorded in this account but in
balance sheet account 1608 Flight
Equipment Rotable Parts and Assem-
blies. For purposes of identifying
rotable parts and assemblies of insig-
nificant unit value which may be in-
cluded in this account, a reasonable
maximum unit value limitation may
be established.

(e) Any losses sustained or gains real-
ized upon the abandonment or other
disposition of flight equipment expend-
able parts shall be taken up as capital
gains or losses in the periods in which
sustained or realized. (See balance
sheet account 1311.)

(f) Items in this account shall be
charged to appropriate expense ac-
counts as issued for use. Profit and loss
on sales of inventory items as a routine
service to others shall be included in
profit and loss accounts 14 General
Service Sales—Associated Companies,
or 16 General Service Sales—Outside,
and the parts sold shall be removed
from this accounts at full cost.

(g) Materials and supplies held in
small supply and purchased currently
may be charged to appropriate expense
accounts when purchased.

(h) An allowance for inventory ad-
justment applicable to materials and
supplies is prohibited. Items in this ac-
count shall be charged to appropriate
expense accounts as issued for use.

(i) Subaccounts shall be established
within this account for the separate re-
cording of each class or type of spare
parts and supplies.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended by
ER-1401, 50 FR 241, Jan. 3, 1985]

1311 Allowance for Obsolescence—
Spare Parts and Supplies.

(a) Accruals shall be made to this ac-
count when allowances are established
for losses in the value of expendable
parts. The accruals to this account
shall be made by charges to profit and
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loss account 73 Provisions for Obsoles-
cence and Deterioration—Expendable
Parts. Records shall be maintained
with sufficient detail to permit asso-
ciation of the allowances with each
class or type of expendable parts.

(b) The accruals to this account shall
be based upon a predetermination by
the air carrier of that portion of the
total inventory of each class and type
of expendable parts against which an
allowance for loss is to be accrued. Ex-
pendable parts issued for use in oper-
ations shall be charged to operating ex-
penses as issued and shall not be
charged to this account. If at the end
of any calendar year the amount of the
allowance exceeds the product of the
applicable inventory for the year deter-
mined consistently on a year-end or av-
erage basis, and the sum of the stand-
ard percentage accrual rates for all
prior years including the current, the
allowance shall be adjusted downward
by the amount of the excess. Such ad-
justments shall be charged to this ac-
count and credited to profit and loss
account 73 Provisions for Obsolescence
and Deterioration—Expendable Parts.

(c) Where changing conditions neces-
sitate a revision or adjustment in rates
of accrual, such revision or adjustment
shall be made applicable to current and
subsequent accounting periods and
shall not be applied retroactively to
prior accounting periods. Following re-
tirement of airframe or aircraft engine
types to which related, any balance re-
maining in this account shall be offset
against related balances carried in bal-
ance sheet account 1300 Spare Parts
and Supplies and the net cleared to
profit and loss accounts 88.5 Capital
Gains and Losses—Operating Property
or 88.6 Capital Gains and Losses—
Other.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended by
ER-1401, 50 FR 241, Jan. 3, 1985]

1410 Prepaid Items.

Record here prepayments of obliga-
tions which if not paid in advance
would require the expenditure of work-
ing capital within one year, such as
prepaid rent, insurance, taxes, interest,
etc. Unexpired insurance and miscella-
neous prepayments applicable to peri-
ods extending beyond one year where
significant in amount shall be charged
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to balance sheet account 1820 Long-
Term Prepayments.

1420 Other Current Assets.

Record here current assets not pro-
vided for in balance sheet accounts 1010
to 1410, inclusive.

INVESTMENTS AND SPECIAL FUNDS

1510 Investments in Associated Com-
panies.

(a) Record here net investments in
associated companies.

(b) [Reserved]

(c) This account shall be subdivided
by all air carrier groups as follows:

[ER-980, 42 FR 29, Jan. 3, 1977, as amended by
ER-1027, 42 FR 60128, Nov. 25, 1977; ER-1188,
45 FR 48870, July 22, 1980]

1510.1 Investments in Investor Controlled

Companies.

Record here the cost of investments in in-
vestor controlled companies except that per-
manent impairment in the value of securi-
ties may be reflected through charges to
profit and loss classification 8100, Nonop-
erating Income or Expense—Net. This ac-
count shall also include the equity in undis-
tributed earnings or losses since acquisition.
In the event dividends are declared by such
companies, the air carrier shall credit this
account for its share in dividends declared
and debit balance sheet account 1270 Ac-
counts Receivable. This account shall sepa-
rately state: (a) The cost of such invest-
ments at date of acquisition and (b) the eqg-
uity in undistributed earnings or losses since
acquisition.

[Amdt. 241-58, 54 FR 5592, Feb. 6, 1989]

1510.2 Investments in Other Associated

Companies.

Record here the cost of investments in as-
sociated companies other than investor con-
trolled companies. Cost shall represent the
amount paid at the date of acquisition with-
out regard to subsequent changes in the net
assets through earnings or losses of such as-
sociated companies. However, permanent im-
pairment in the value of securities may be
reflected through charges to profit and loss
classification 8100, Nonoperating Income or
Expense—Net.

[Amdt. 241-58, 54 FR 5592, Feb. 6, 1989]

1510.3 Advances to Associated Companies.

(a) Record here advances, loans, and other
amounts not settled currently with investor
controlled and other associated companies
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and nontransport divisions. Balances receiv-
able from and payable to different associated
companies and different nontransport divi-
sions shall not be offset.

(b) In the case of nontransport divisions
three subaccounts shall be maintained:

(1) Net investment;

(2) current net profit or loss; and

(3) current accounts receivable or payable
between the air carrier and the nontransport
division.

(c) Each nontransport division shall be ac-
counted for separately in net amounts re-
ceivable which shall be included in this ac-
count or net amounts payable which shall be
included in balance sheet account 2240 Ad-
vances from Associated Companies.

[ER-980, 42 FR 29, Jan. 3, 1977. Redesignated
by ER-1401, 50 FR 241, Jan. 3, 1985]

1530 Other Investments and Receiv-
ables.

Record here notes and accounts re-
ceivable not due within one year, in-
vestments in securities issued by oth-
ers, investments in leveraged leases,
the noncurrent net investment in di-
rect financing and sales-type leases,
and the allowance for unrealized gain
or loss on noncurrent marketable eqg-
uity securities. Securities held as tem-
porary cash investments shall not be
included in this account but in balance
sheet account 1100 Short-Term Invest-
ments. Investments in and receivables
from associated companies which are
not settled currently shall be included
in balance sheet account 1510 Invest-
ments in Associated Companies.

[Amdt. 241-58, 54 FR 5592, Feb. 6, 1989]

1550 Special Funds.

Record here special funds not of a
current nature and restricted as to
general availability. Include items
such as sinking funds, cash and securi-
ties posted with courts of law, employ-
ee’s funds for purchase of capital stock,
pension funds under the control of the
air carrier and equipment purchase
funds.

OPERATING PROPERTY AND EQUIPMENT

‘“‘Operating Property and Equipment’’ shall
encompass items used in air transportation
services and services related thereto.

1601 Airframes.

(a) Record here the total cost to the
air carrier of airframes of all types and
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classes together with the full com-
plement of instruments, appurtenances
and fixtures comprising complete air-
frames including accessories necessary
to the installation of engines and flight
control and transmission systems, ex-
cept as specifically provided otherwise
in accounts 1602 and 1607. Also record
here in separate subaccounts the costs
of airframes overhauls accounted for
on a deferral and amortization basis.

(b) Airframes designed to permit
multiple payload configurations shall
be recorded in this account at the total
cost of the maximum complement of
instruments, appurtenances, and fix-
tures used in the air carrier’s oper-
ations.

(c) This account shall be subdivided
as follows by all air carriers:

1601.1 Airframes.

1601.2 Unamortized Airframe Overhauls.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended by
Amdt. 241-58, 54 FR 5593, Feb. 6, 1989]

1602 Aircraft Engines.

(a) Record here the total cost to the
air carrier of complete units of aircraft
engines of all types and classes to-
gether with a full complement of acces-
sories, appurtenances, parts and fix-
tures comprising fully assembled en-
gines as delivered by the engine manu-
facturer ready for operation in test but
without the accessories necessary to
its installation in airframes. Also
record here in separate subaccounts
the costs of aircraft engine overhauls
accounted for on a deferral and amorti-
zation basis.

(b) This account shall be subdivided
as follows by all air carriers:

1602.1 Aircraft Engines.

1602.2 Unamortized Aircraft Engine Overhauls.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended by
Amdt. 241-58, 54 FR 5593, Feb. 6, 1989]

1607 Improvements to Leased Flight
Equipment.

Record here the total cost incurred
by the air carrier for modification, con-
version or other improvements to
leased flight equipment. Also record
here, iIn separate subaccounts, the
costs of airframe and aircraft engine
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overhauls of leased aircraft accounted
for on a deferral and amortization
basis.

[Amdt. 241-58, 54 FR 5593, Feb. 6, 1989]

1608 Flight Equipment Rotable Parts
and Assemblies.

(a) Record here the total cost to the
air carrier of all spare instruments,
parts, appurtenances and subassem-
blies related to the primary compo-
nents of flight equipment units pro-
vided for in balance sheet accounts 1601
through 1607, inclusive. This account
shall include all parts and assemblies
of material value which are rotable in
nature, are generally reserviced or re-
paired, are used repeatedly and possess
a service life approximating that of the
property type to which they relate.
Items of an expendable nature which
generally may not be repaired and re-
used, shall not be recorded in this ac-
count but in account 1300 Spare Parts
and Supplies. Except for recurrent
service sales, flight equipment parts
recorded in this account shall not be
charged to operating expenses as re-
tired. Profit or loss on sales of parts as
a routine service to others shall be in-
cluded in profit and loss account 14
General Service Sales, and parts sold
shall be removed from this account at
full cost irrespective of any allowance
for depreciation which has been pro-
vided.

(b) This account shall be subdivided
as follows by Group Il and Group 11l air
carriers:

1608.1 Airframe Parts and Assemblies.
1608.5 Aircraft Engine Parts and Assemblies.

1608.9 Other Parts and Assemblies.

[ER-980, 42 FR 29, Jan. 3. 1977, as amended by
Amdt. 241-58, 54 FR 5593, Feb. 6, 1989]

1609 Flight Equipment.

This classification is established only
for purposes of control by the BTS and
shall reflect the total cost of property
and equipment of all types and classes
used in the in-flight operations of air-
craft.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended at
60 FR 66723, Dec. 26, 1995]
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1629 Flight Equipment Airworthiness
Allowances.

(a) Record here accumulated provi-
sions for overhauls of flight equipment.
(b) Separate subaccounts shall be es-
tablished for recording accumulated
provisions related to each type of air-
frame and aircraft engine, respectively.

NOTE: At the option of the air carrier, the
number ‘2629 may be assigned to this ac-
count for accounting purposes. However, for
purposes of reporting on BTS Form 41, the
balance in this account shall be reported
under account ‘“1629.”’

[ER-980, 42 FR 29, Jan. 3, 1977, as amended by
Amdt. 241-58, 54 FR 5593, Feb. 6, 1989; 60 FR
66723, Dec. 26, 1995]

1630 Equipment.

Record here the total cost to the air
carrier of ground equipment to include
the following:

(a) Equipment assigned to aircraft or
active line operations as opposed to
items held in stock for servicing pas-
sengers such as broilers, bottleware,
dishes, food boxes, thermos jugs, blan-
kets, first aid Kits, etc. Spare items
shall be carried in balance sheet ac-
count 1300 Spare Parts and Supplies
and shall be charged directly to ex-
pense upon withdrawal from stock for
replacing original complements.

(b) Equipment used in restaurants
and kitchens.

(c) Equipment of all types and classes
used in enplaning and handling traffic
and in handling aircraft while on
ramps, including motorized vehicles
used in ramp service. Classes of equip-
ment used interchangeably between
handling aircraft on ramps and in
maintaining aircraft may be classified
in accordance with normal predomi-
nant use.

(d) Nonairborne equipment of all
types and classes used in meteorolog-
ical and communication services which
is not a part of buildings.

(e) Equipment of all types and classes
including motorized vehicles used in
engineering and drafting services and
in maintaining, overhauling, repairing
and testing other classes of property
and equipment.

(f) Property and equipment of all
types and classes used in ground and
marine transportation services.
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(g) Property and equipment of all
types and classes used in storing and
distributing fuel, oil and water, such as
fueling trucks, tanks, pipelines, etc.

(h) All other ground equipment of all
types and classes such as medical, pho-
tographic, employees’ training equip-
ment, and airport and airway lighting
equipment.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended by
Amdt. 241-58, 54 FR 5593, Feb. 6, 1989]

1636 Furniture, Fixtures, and Office

Equipment.

Record here the total cost to the air
carrier of furniture, fixtures and office
equipment of all types and classes
wherever used or located.

[Amdt. 241-58, 54 FR 5593, Feb. 6, 1989]

1639 Improvements to Leased Build-
ings and Equipment.

Record here the total cost to the air
carrier incurred in connection with
modification, conversion, or other im-
provements to leased buildings and
equipment.

1640 Buildings.

Record here the total cost to the air
carrier of owned buildings, structures
and equipment and related improve-
ments. Each air carrier shall maintain
the following subaccounts in which the
values fairly assignable to mainte-
nance and other operations shall be
separately recorded:

1640.9 Other Buildings and Improvements.

1640.1 Maintenance Buildings and
Improvements.

[Amdt. 241-58, 54 FR 5593, Feb. 6, 1989]

1649 Ground Property and Equipment.

This classification is established only
for purposes of control by the BTS and
shall reflect the total cost of property
and equipment of all types and classes
other than flight equipment, equip-
ment purchase deposits and advance
payments, land, and work in progress.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended at
60 FR 66723, Dec. 26, 1995]
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1668 Allowance for Depreciation of
Flight Equipment and Ground
Property and Equipment and Amor-
tization of Overhaul and Airworthi-
ness Costs.

(a) Record in accounts 1611 and 1618,
inclusive, and 1650 through 1660, inclu-
sive, accruals for depreciation of flight
equipment and ground property and
equipment.

(b) As set forth in section 3, Chart of
Balance Sheet Accounts, separate ac-
counts shall be established for depre-
ciation allowances to parallel balance
sheet accounts 1601 through 1608 estab-
lished for recording the cost of flight
equipment and accounts 1630 through
1640 established for recording the cost
of ground property and equipment.

(c) This account shall be used as a
control account and shall reflect the
total amounts recorded in balance
sheet accounts 1611 through 1618 and
1650 through 1660 in addition to account
1629 Flight Equipment Airworthiness
Allowance.

1679 Land.

Record here the initial cost and the
cost of improving land.

[Amdt. 241-58, 54 FR 5593, Feb. 6, 1989]

1685 Equipment Purchase
and Advance Payments.

Record here the amount of purchase
deposits and advance payments made
to acquire operating property and
equipment under outstanding purchase
commitments. Funds set aside but not
deposited or used as advance payments
should not be included in this account
but in Account 1550 Special Funds.

Deposits

1689 Construction Work in Progress.

(a) Record here all direct and indirect
costs of the air carrier that are ex-
pended for constructing and readying
property and equipment of all types
and classes for installation in oper-
ations. The amount reported shall re-
flect all such expenses that are accu-
mulated to the balance sheet date.
Where properly includable in the prop-
erty and equipment classification,
record here also the accumulated costs
for uncompleted overhauls of air-
frames, aircraft engines, or other mate-
rial units of property.
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(b) At the option of the air carrier
this account may be used as a clearing
account for recording the cost of prop-
erty and equipment acquisitions prior
to a distribution thereof to the appro-
priate property accounts, whether or
not conditioning or modification is
necessary before placing in service.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended by
Amdt. 241-58, 54 FR 5594, Feb. 6, 1989]

1695 Leased Property Under Capital
Leases.

(a) Record here the total costs to the
air carrier for all property obtained
under capital leases.

(b) This account shall be subdivided
by all air carrier groups as follows:

1695.1 Capital Leases—Flight Equipment.

1696.2 Capital Leases—Other Property and
Equipment.

[ER-1401, 50 FR 241, Jan. 3, 1985, as amended
by Amdt. 241-58, 54 FR 5594, Feb. 6, 1989]

1696 Leased Property Under Capital
Leases—Accumulated Amortization.

(a) Record here accruals for amorti-
zation of leased property obtained
under capital leases.

(b) This account shall be subdivided
by all air carrier groups as follows:

1696.1 Accumulated Amortization—Capitalized
Flight Equipment.

1696.2 Accumulated Amortization—Capitalized
Other Property and Equipment.

[ER-1401, 50 FR 241, Jan. 3, 1985, as amended
by Amdt. 241-58, 54 FR 5594,]

NON-OPERATING PROPERTY AND
EQUIPMENT

““Nonoperating Property and Equipment”
includes investments in property and equip-
ment not separately accounted for within a
nontransport division but assigned to other
than air transportation and transport-re-
lated services, and property and equipment
held for future use.

1700 Non-operating and

Equipment.

The total cost to the air carrier of
nonoperating property and equipment
and related allowances for depreciation
shall be recorded in balance sheet ac-
counts 1701 through 1796 which, as set
forth in section 3, Chart of Balance

Property

Section 6

Sheet Accounts, parallel balance sheet
accounts 1601 through 1689, for record-
ing the cost of operating property and
equipment. In addition to these ac-
counts, Account 1797 has been estab-
lished for recording the cost of prop-
erty on operating-type leases to others
and property held for lease; any accu-
mulated depreciation applicable to the
assets contained in Account 1797 shall
be recorded in Account 1798.

[ER-1013, 42 FR 37515, July 21, 1977]

1797 Property on Operating-type
Lease to Others and Property Held
for Lease.

Record here the total cost to the air
carrier of property on operating-type
lease to others and property held for
lease.

[Amdt. 241-58, 54 FR 5594, Feb. 6, 1989]

1798 Property on Operating-type
Lease to Others and Property Held
for Lease—Accumulated Deprecia-
tion.

Record here accruals for depreciation
of property on operating-type leases to
others and property held for lease.

[Amdt. 241-58, 54 FR 5594, Feb. 6, 1989]
OTHER ASSETS

1820 Long-Term Prepayments.

Record here prepayments of obliga-
tions applicable to periods extending
beyond one year such as payments on
leased property and equipment and
other payments and advances for rents,
rights, or other privileges.

1830 Unamortized Developmental and
Preoperating Costs.

(a) Record here costs accumulated
and deferred by the air carrier per-
taining to the development of new
routes or extension of existing routes,
preparation for operation of new routes
subsequent to certification by the
DOT, the integration of new types of
aircraft or services, and other prepara-
tions for substantial alterations in
operational characteristics.

(b) Costs chargeable to this account
shall include items directly related to
each specific developmental or pre-
operating project, such as travel and
incidental expenses, legal expenses,
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flight crew training expenses, and regu-
latory proceedings expenses. Expenses
which would be otherwise incurred in
the normal air transport operations
conducted by the air carrier during the
current accounting period shall not be
allocated to developmental or
preoperating projects and charged to
this account. Nor shall this account be
credited for revenues from aircraft
flights of a developmental or
preoperating character the operating
costs of which are charged to this ac-
count. Any such revenues shall be in-
cluded in the profit and loss account
for the respective type of revenue. This
account shall include charges for only
those costs associated with projects di-
rected at obtaining new operating au-
thority or expanding the physical ca-
pacity of the air carrier and shall not
include costs incurred for the purpose
of generating revenues through rate
adjustment. Accordingly, costs associ-
ated with regulatory proceedings in-
volving route awards or amendments,
whether successful or unsuccessful to
the carrier, shall be included in this ac-
count whereas costs associated with
regulatory proceedings involving rate
or other revenue generation matters
shall be charged to appropriate expense
accounts.

(c) Records shall be established for
new routes or extensions of existing
routes to record separately: (1) Costs
incurred in acquiring or applying for
the routes, including all costs incurred
prior to certification by the DOT and
inauguration of service by the air car-
rier, and (2) costs incurred after rev-
enue operations begin over the new
routes or extensions.

(d) Subclassifications shall be estab-
lished to record for each developmental
project the period covered and the pur-
pose of each item of expense. Each air
carrier shall classify the costs of all
projects included in this account be-
tween: (1) Those related and contrib-
uting to the normal air transportation
services currently conducted by the air
carrier; (2) those related to services
conducted by the air carrier which are
extraneous to or are not otherwise re-
lated to the air transportation services
currently conducted; and (3) those held
in suspense pending status determina-
tion in terms of possible contribution
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to the air transportation services and
inauguration of the service or oper-
ation to which related.

(e) Amounts included in this account
which contribute to or protect the po-
sition of the normal air transportation
services currently conducted by the
carrier shall be amortized to profit and
loss account 74 Amortization, unless
otherwise approved or directed by the
DOT. Other amounts included in this
account shall be amortized or charged
to profit and loss account 89.9 Other
Miscellaneous Nonoperating Debits.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended at
60 FR 66723, Dec. 26, 1995]

1890 Other
Charges.

(a) Record here other assets and de-
ferred charges not provided for else-
where.

(b) Record here debits, the proper
final disposition of which cannot be de-
termined until additional information
has been received. This account shall
include the accumulated cost of labor,
materials and outside services used in
the process of manufacturing flight
equipment expendable parts and mate-
rials and supplies for stock, the accu-
mulated cost of jobs in process for oth-
ers, projects to be charged to expense
upon completion. This account shall
also include unamortized debt expense,
property acquisition adjustments and
intangible assets.

(¢) This account shall be charged
with property loss and other costs re-
lated to casualties and credited with
recoveries from purchased insurance
and salvage. A debit or credit balance
in this account related to property re-
tired as a result of a casualty shall be
recorded in profit and loss account 88.5
Capital Gains and Losses—Operating
Property or 88.6 Capital Gains and
Losses—Other; however, any balances
related to property not retired or to
other casualties shall be recorded in
profit and loss account 58 Injuries, Loss
and Damage. Proceeds from purchased
insurance for property damage, re-
ceived prior to repair of such damage,
shall not be credited to this account
but to balance sheet account 2390 Other
Deferred Credits pending repair. The
records for each major casualty shall
be kept in such manner as to clearly

Assets and Deferred
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disclose insurance recoveries and the
total costs, which shall include charges
for the depreciated cost of property
damaged or destroyed, costs for clear-
ing wrecks and damaged property and
equipment, including salaries and
wages for the repair thereof, and pay-
ments for damages to property of oth-
ers. The cost of casualties shall not be
charged directly against retained earn-
ings or appropriations thereof, but
shall be cleared through the applicable
profit and loss accounts in accordance
with the foregoing.

(d) Record here the unamortized debt
expense related to the assumption by
the air carrier of debt of all types and
classes. Amounts recorded shall be am-
ortized to profit and loss account 84
Amortization of Debt Discount, Pre-
mium and Expense.

(e) Unamortized debt expense shall
not include the excess of the par value
of debt securities over the cash value of
consideration received. Instead, dis-
counts shall be recorded in a sub-
account of the related liability.

(f) Record here the cost of patents,
copyrights and other intangible prop-
erties, rights and privileges acquired as
a part of a business from other air car-
riers and other intangibles not pro-
vided for elsewhere. This account shall
be subdivided to reflect the nature of
each intangible asset included in this
account.

(g) Record here the difference be-
tween the purchase price to the air car-
rier of property and equipment ac-
quired as a part of a business from an-
other air carrier through consolida-
tion, merger, or reorganization, pursu-
ant to a plan approved by the DOT, and
the depreciated cost to the predecessor
company at date of acquisition. Record
here also such differences relating to
purchases of property and equipment
from associated companies unless other
treatment is approved by the BTS. Sep-
arate subaccounts shall be established
to record the amounts applicable to
each such acquisition.

(h) Balances in this account relating
to property acquisition adjustments
shall be amortized by charges to profit
and loss account 89.9 Other Miscella-
neous Nonoperating Debits unless oth-
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erwise directed or approved by the
BTS.

[ER-1401, 50 FR 242, Jan. 3, 1985, as amended
at 60 FR 66723, Dec. 26, 1995]

CURRENT LIABILITIES

2000 Current Maturities of Long-term
Debt.

Record here the face value or prin-
cipal amount of debt securities issued
or assumed by the air carrier which is
payable within 12 months of the bal-
ance sheet date unless such debt is to
refinance, or where payment is to be
made from assets of a type not prop-
erly classifiable as current.

2005 Notes Payable—Banks.

Record here the face value of all
notes, drafts, acceptances, or other
similar evidences of indebtedness pay-
able on demand or within one year to a
bank or another financial institution
with the exception of current matu-
rities of long-term debt which should
be included in account 2000.

2015 Notes Payable—Other.

Record here the face value of all
notes, drafts, acceptances, or other
similar evidences of indebtedness pay-
able on demand or within one year to
an associated company or party other
than a financial institution.

2021 Trade Accounts Payable.
Record here all accounts payable

within one year which accrued from
generally recognized trade practices.

2025 Accounts Payable—Other.
Record here all accounts payable

within one year which are not provided
for in accounts 2000 to 2021, inclusive.

2080 Current Obligations Under Cap-
ital Leases.

Record here the total current liabil-
ity applicable to property obtained
under capital leases.

[ER-1013, 42 FR 37515, July 21, 1977; 42 FR

38555, July 29, 1977; Amdt. 241-58, 54 FR 5594,
Feb. 6, 1989]

2110 Accrued Salaries, Wages.

Record here amounts accrued for un-
paid compensation to personnel, which
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have been charged to profit and loss or
capitalized, as compensation for the
period in which accrued.

2120 Accrued Vacation Liability.

(a) Record here accruals of liabilities
for personnel vacations. All vacation
policies, plans, or agreements whether
oral or written shall be accounted for
on an accrual basis whenever a lag ex-
ists between vacations earned and va-
cations taken, thereby resulting in a li-
ability against the carrier under the
applicable policy, plan or agreement.

(b) This account shall be credited and
the applicable personnel compensation
expense account concurrently charged
with the cost of any lag between vaca-
tions accrued and vacations taken. Ac-
cruals may be based upon standard
rates of lag, if such standard rates are
verified by physical inventory and ad-
justed accordingly at least once each
calendar year. Adjustments of balances
in this account shall be cleared to ap-
plicable compensation expense ac-
counts.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended by
ER-1027, 42 FR 60128, Nov. 25, 1977; ER-1188,
45 FR 48870, July 22, 1980; Amdt. 241-58, 54 FR
5594, Feb. 6, 1989]

2125

Record here interest payable within
one year for all outstanding obliga-
tions.

Accrued Interest.

2130 Accrued Taxes.

(a) Record here accruals for currently
payable income and other forms of
taxes which constitute a charge borne
by the air carrier as opposed to those
collected as an agent for others.

(b) Each air carrier shall disclose in
the footnotes of its BTS Form 41 for
each calendar quarter whether utilized
credits are accounted for by the flow-
through method or the deferred meth-
od. The method selected shall be con-
sistently followed by the carrier.

[Amdt. 241-58, 54 FR 5594, Feb. 6, 1989, as
amended at 60 FR 66723, Dec. 26, 1995]

2140 Dividends Declared.

Record here in separate subdivisions
for each class and series of capital
stock, all dividends declared but un-
paid on capital stock.
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2160 Air Traffic Liability.

(a) Record here balances representing
the value of unused transportation
sold. Transportation sold includes both
sales for transportation to be provided
by the air carrier and transportation to
be provided by another air carrier.

(b) Earned revenue, determined by
the yield or average fare method or by
the sales-lift-match method, shall be
consistently and periodically cleared
by debit to this account, and by credit
to the appropriate profit and loss rev-
enue account. Amounts receivable for
transportation to be provided by the
air carrier shall be debited to balance
sheet account 1270 Accounts Receiv-
able.

(c) Carriers who determine earned
revenue on a yield or average fare
method may not accrue income during
the accounting year in anticipation of
a favorable annual physical inventory
determination, nor for wunused or
unpresented tickets.

(d) Subaccounts to this account shall
be established to record balances per-
taining to passenger and cargo trans-
portation sold, respectively, and sepa-
rately to sales in scheduled and non-
scheduled services.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended by
ER-1401, 50 FR 242, Jan. 3, 1985]

2190 Other Current Liabilities.

Record here current and accrued li-
abilities, including amounts payable
collected as an agent, not provided for
in accounts 2110 to 2160, inclusive.

NON-CURRENT LIABILITIES

2210 Long-Term Debt.

(a) Record here the face value of prin-
cipal amount of debt securities issued
or assumed by the air carrier and held
by other than associated companies,
which has not been retired or cancelled
and is not payable within 12 months of
the balance sheet date.

(b) In cases where debt coming due
within 12 months is to be refunded, or
where payment is to be made from as-
sets of a type not properly classifiable
as current, the amount payable shall
not be removed from this account. In
addition, this account shall include
short-term debt obligations when both
the intent to refinance the short-term
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obligations on a long-term basis is es-
tablished and the ability to consum-
mate this refinancing can be dem-
onstrated.

[Amdt. 241-58, 54 FR 5594, Feb. 6, 1989]

2240 Advances from Associated Com-
panies.

Record here net amounts due associ-
ated companies and nontransport divi-
sions for notes, loans and advances
which are not settled currently. Bal-
ances payable to and receivable from
different associated companies shall
not be offset.

2250 Pension Liability.

Record here the liability of the air
carrier under employee pension plans,
to which either or both employees and
the air carrier contribute, if the plan is
administered by the air carrier.

2280 Noncurrent Obligations under

Capital Leases.

Record here the total noncurrent li-
ability applicable to property obtained
under capital leases.

[ER-1013, 42 FR 37515, July 21, 1977, as amend-
ed by Amdt. 241-58, 54 FR 5594, Feb. 6, 1989]

2290 Other Noncurrent Liabilities.

Record here noncurrent liabilities
not provided for in balance sheet ac-
counts 2210 to 2280, inclusive, such as
the liability for installments received
on capital stock from company per-
sonnel who are not bound by legally
enforceable subscription contracts, ac-
cruals for personnel dismissal liability,
and accruals of other demonstrable
miscellaneous noncurrent liabilities.

[ER-1401, 50 FR 242, Jan. 3, 1985]
DEFERRED CREDITS

2340 Deferred Income Taxes.

Record here credits and debits rep-
resenting the net tax effect of material
timing differences originating and re-
versing in the current accounting pe-
riod, giving appropriate recognition to
the portion of investment tax credits
which would have been allowed if taxes
were based on pretax accounting in-

Section 6

come by a reduction of the deferred tax
provision.

[Amdt. 241-58, 54 FR 5594, Feb. 6, 1989]

2345 Deferred Investment Tax Credits.

Record here investment tax credits
utilized as reduction of tax liabilities,
when the carrier exercises the option
to defer such credits for amortization
over the service life of the related
equipment.

[Amdt. 241-58, 54 FR 5594, Feb. 6, 1989]

2390 Other Deferred Credits.

Record here credits, not provided for
elsewhere, the proper final disposition
of which cannot be effected until addi-
tional information has been received.

STOCKHOLDERS’ EQUITY

2820 Preferred Stock.

Record here in separate subdivisions
for each class and series, the par or
stated value of preferred capital stock
issued or in the case of no-par stock
without stated value, the full consider-
ation received.

2840 Common Stock.

Record here in separate subdivisions
for each class and series, the par or
stated value of common stock issued or
in case of no-par stock without stated
value, the full consideration received.

2860 Subscribed and Unissued Stock.

Record here in separate subdivisions
for each class and series, the par or
stated value, or the subscription price
in the case of stock without par or
stated value, of legally enforceable
subscriptions to the capital stock of
the air carrier.

2890 Additional Capital Invested.

(a) Record herein separate subdivi-
sions for each class and series, the dif-
ference between the price at which cap-
ital stock is sold and the par or stated
value of the stock; gains or losses aris-
ing from the reacquisition and the re-
sale or retirement of each class and se-
ries of capital stock; donations; the ex-
cess of retained earnings capitalized
over par or stated value of capital
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stock issued; adjustments in capital re-
sulting from reorganization or recapi-
talization; and proceeds attributable to
detachable stock purchase warrants re-
lated to debt issues. This account shall
also include balances of contributions
to the business enterprise of individual
proprietors or partners.

(b) Each air carrier shall maintain
the following subaccounts:

2890.1 Premium on capital stock. Record here
in separate subdivisions for each class and
series of capital stock issued the excess of
the cash value of consideration received over
the par or stated value and accrued dividends
of stock issued together with assessments
against stockholders representing payments
required in excess of par or stated value.

2890.2 Discount on capital stock. Record here
in separate subdivisions for each class and
series of capital stock issued, the excess of
the par or stated value over the cash value of
consideration received, less accrued divi-
dends. Discounts applicable to a particular
class and series of capital stock may be off-
set against premiums from the same class
and series of capital stock. Discounts and
premiums on different classes and series of
capital stock shall not be offset. The air car-
rier may, at its option, record in this sub-
account commissions and expenses incurred
in the issuance of capital stock and may
charge balance sheet account 2900 Retained
Earnings to the extent capital stock expense
may exceed any existing balance of paid-in
capital over the par or stated value of cap-
ital stock.

2890.3 Other Capital Stock Transactions.
Record here in separate subdivisions for each
class and series, the balance of credits aris-
ing from the reacquisition and resale or can-
cellation of capital stock, credits arising
from a reduction in the par or stated value of
capital stock or the net balance of credits or
debits resulting from other paid-in capital
transactions such as proceeds attributable to
detachable stock purchase warrants related
to debt issues, not provided for elsewhere,
which is identified with a particular class
and series of capital stock.

2900 Retained Earnings.
(a) Record here the net income or

14 CFR Ch. Il (1-1-05 Edition)
and dividends declared on
stock.

(b) This account shall not be charged
with dividends on treasury stock. If a
dividend is not payable in cash, the
values entered in this account shall be
completely described.

(c) Delayed credits or charges to in-
come shall not be entered in this ac-
count directly but in appropriate profit
and loss accounts.

(d) Net income or loss accounted for
during the current fiscal year shall not
be entered in this account until the
close of the fiscal year. Individual pro-
prietorships or partnerships may clear
net income or loss accounted for during
the year directly to balance sheet ac-
count 2890 Additional Capital Invested,
or optionally, to this account for sub-
sequent transfer to balance sheet ac-
count 2890 Additional Capital Invested.

(e) A separate subaccount to this ac-
count shall be maintained to record
changes in the valuation of marketable
equity securities included in noncur-
rent assets. Such changes shall be re-
flected in this subaccount to the extent
the balance in this subaccount rep-
resents a net unrealized loss as of the
current balance sheet date.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended by
ER-1401, 50 FR 242, Jan. 3, 1985]

capital

2990 Treasury Stock.

(a) Record here the cost of capital
stock issued by the air carrier reac-
quired by it and not retired or can-
celed.

(b) Separate records shall be estab-
lished for each class and series of cap-
ital stock held in this account.

[ER-980, 42 FR 29, Jan. 3, 1977, as amended by
Amdt. 241-58, 54 FR 5594, Feb. 6, 1989]

PROFIT AND LOSS CLASSIFICATION

Section 7 Chart of Profit and Loss Ac-

loss from operations of the air carrier counts
Functional or financial activity to which applicable (00)
Objective classification of profit and loss elements ~
Grotrjigrlscar Group Il carriers Group Ill carriers
OPERATING REVENUES AND EXPENSES
Transport revenues:
01 Passenger:
01.7 Passenger—first class .........ccccecvvvivincieninnnes 31,32 . 31,32 i 31, 32.
01.2 Passenger—coach .. 31,32 .. 31,32 s 31, 32.
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Objective classification of profit and loss elements

Functional or financial activity to which applicable (00)

Group | car-

Group Il carriers Group lll carriers

riers

05

06

07

19

08

Mail:

05.1 Priority ..
05.2 Nonpriority
05.3 Foreign .
Property:

06.7 Freight ..

06.2 Excess passenger baggage
Charter:

07.1 Passenger
07.2 Property
Air transport—other:

19.1 Reservation cancellation fees
19.2 Miscellaneous operating revenues .
Public service revenues (subsidy)

Transport-related revenues and expenses:

09

In-flight sales:
09.7 Liquor and food—gross revenues ...
09.2 Movies and stereo—gross revenues
09.3 Other—gross revenues
09.4 Liquor and food—depreciation expense
09.5 Liquor and food—other expense ....
09.6 Movies and stereo—depreciation expense
09.7 Movies and stereo—other expense
09.8 Other—depreciation expense
09.9 Other—expense
Restaurant and food service (ground):
10.7 Gross revenues
10.2 Depreciation expense
10.3 Other expenses
Rents:

11.1 Gross revenues
11.2 Depreciation expense
11.3 Other expenses
Limousine service:
12.1 Gross revenues
12.2 Depreciation expense
12.3 Other expenses
Interchange sales:
13.1 Associated companies—gross revenues
13.2 Outside—gross revenues

13.3 Associated companies—depreciation expense
13.4 Associated companies—other expense .
13.5 Outside—depreciation expense
13.6 Outside—other expense
General service sales:

14.1 Associated companies—gross revenues
14.2 Outside—gross revenues ...
14.3 Associated companies—depreciation expense
14.4 Associated companies—other expense .
14.5 Outside—depreciation expense
14.6 Outside—other expense .
Substitute (replacement) service:
16.17 Gross revenues
16.2 Expense
Air cargo service:
17.1 Gross revenues
17.2 Depreciation expense
17.3 Other expense
Other transport related items:
18.1 Gross revenues
18.2 Depreciation expense
18.3 Other expense .
Other operating revenues:
19.1 Reservations cancellation fees
19.9 Miscellaneous operating revenues .

Transport expenses:

21

23

General management personnel

Pilots and copilots

31

31, 32.
31, 32.
31, 32.

31, 32.
31, 32.

32.
32.

31, 32.
31, 32.
48.

48.
48.
48.
71.
71.
71.
71.
71.
71.

48.
71.
71.

48.
71.
71.

48.
71.
71.

48.
48.
71.
71.
71.
71.

48.
48.
71.
71.
71.
71.

48.
71.

48.
71.
71.

48 ...
7.
7 ..

48.
71.
71.

, 32 31, 32

31,32, 41 ..

31, 32.
31, 32, 41.

53, 55, 64, 67,
68.

53, 55, 61, 62, 63, 65,
66, 68.
51.

51
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14 CFR Ch. Il (1-1-05 Edition)

Objective classification of profit and loss elements

Functional or financial activity to which applicable (00)

Grotli;;rlscar- Group Il carriers Group lll carriers

24 Other flight personnel ........ 51,69 ........... 51,55 . 51, 55.
25 Maintenance labor:

25.1 Labor—airframes and other flight eqmpment ................. 52.

25.2 Labor—aircraft engines . 52.

25.6 Labor—flight equipment

25.9 Labor—ground property and equlpmem ......................... 52, 53.
26 Aircraft and traffic handling personnel

26.1 General aircraft and traffic handling personnel 61, 62, 63, 65.

26.2 Aircraft control personnel .......... 61.

26.3 Passenger handling personnel . 62, 65.

26.4 Cargo handling personnel ......... 62, 65.

28

30
31
32
33
34
35
36
37
38

39

44
45

46

47

49
50

51
53

54
55
56
57

58

59
60

Trainees, instructors and unallocated shop labor:
28.1 Trainees and iNStructors ...........cccccecevvvenicinciicsncis
28.2 Unallocated shop labor
Communications personnel

Recordkeeping and statistical personnel ...........ccccccceviiiennnne
Lawyers and law clerks
Traffic solicitors
Purchasing personnel
Other personnel

Personnel expenses .

Communications purchased

Light, heat, power, and water

Traffic commissions
39.7 Commissions—passenger
39.2 Commissions—property
Legal fees and expenses ..
Professional and technical fees and expenses

General services purchased:
43.1 Airframe and other flight equlpment repairs
43.2 Aircraft engine repairs . .

43.6 Flight equipment repairs
43.7 Aircraft interchange charges
43.8 General interchange service charges

43.9 Other services

Landing fees ..
Aircraft fuels and oils
45.1  Aircraft fuels
45.2  Aircraft oils
Maintenance materials:

46.1 Airframes and other flight equment .
46.2 Aircraft engines
46.6 Flight equipment
46.9 Ground property and equment
Rentals . .

Shop and servicing supplies .
Stationery, printing, and office supplles

Passenger food expense ..
Other supplies .

Inventory adjustments
Insurance—general ..
Insurance—traffic liability ...
Employee benefits and pensions ...

Injuries, loss and damage ...

Schedules and timetables ...
Advertising

132

51, 53, 55, 61, 62, 63,
65, 66, 68.

53.
53, 69 53, 55, 64, 67, 53, 55, 61, 62, 63, 65,
68. 66, 68.
53,69 ........... 58, 55, 64, 67, 58, 55, 61, 62, 63, 65,
68 66, 68
69 . 68 . 68.
67 ... 65.
53,68 ...coovenie 53, 68.
53, 55, 64, 67, 53, 55, 61, 62, 63, 65,
68. 66, 68.
51, 53, 55, 64, 51, 53, 55, 61, 62, 63,
67, 68. 65, 66, 68.
53,69 .......... 53, 55, 64, 67, 53, 55, 61, 62, 63, 65,
68. 66, 68.
53,69 ... 53, 55, 64, 67, 53, 55, 61, 62, 63, 65,
68. 66, 68
67 . 65.
67 ... 65.
68 . 68.
51, 53, 55, 64, 51, 53, 55, 61, 62, 63,
67, 68. 65, 66, 68
52
51, 52
52, 55, 64 67, 52, 55, 61, 62, 63, 65,
68. 66, 68
52, 53, 69 ..... 52, 53, 55, 64, 52, 53, 55, 61, 62, 63,
67, 68. 65, 66, 68
69 .. 64 . 61.
51 ..
51 .. 51.
51 .. 51.
52
52.
) 52,53 . 52, 53.
51, 58,69 ... 51, 53, 55, 64, 51, 53, 55, 61, 62, 63,
67, 68. 65, 66, 68.
53, 69 .. 53,64 .....cccocoe. 53, 61.
53,69 .. 53, 55, 64, 67, 53, 55, 61, 62, 63, 65,
66, 68.
69 . 55.
51, 58,69 ... 51, 53, 55, 61, 62, 63,
65, 66, 68.
53,69 .......... 53, 55.
51, 53, 68.
55, 62.
51, 53,69 ..... 51 58, 55, 64, 51, 53, 55, 61, 62, 63,
67, 68. 65, 66, 68.
51, 58,69 ... 51, 53, 55, 64, 51, 53, 55, 61, 62, 63,
67, 68. 65, 66, 68.
69 .. 67 . 65, 66.
69 .. 67 ... 66.
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Functional or financial activity to which applicable (00)
Objective classification of profit and loss elements
) P Grotli;;rlscar- Group Il carriers Group lll carriers
61 Foreign exchange gains and losses 68 ... 68.
62 Other promotional and publicity expenses 66.
63 Interrupted trips expense ... 55.
64 Memberships ... 53, 55, 61, 62, 63, 65,
66, 68.
65 Corporate and fiscal EXPENSES .......ccoveereeerieiererirereeieseeeseeens 68.
66 Uncollectible accounts ....... 68.
67 Clearance, customs and duties 61, 62.
68 Taxes—payroll 51, 53 55, 64, 51, 53, 55, 61, 62, 63,
67, 68. 65, 66, 68.
69 Taxes—other than payroll .. 51,69 ... 51,68 ..ccoeveee 51, 68.
71 Other expenses 51, 53, 55, 64, 51, 53, 55, 61, 62, 63,
67, 68. 65, 66 68.
72 Aircraft overhauls . 52,53 . 52, 53.
72.1 Airworthiness allowance prOV|5|ons—a|rframes 52,53 . 52, 53.
72.3 Airframe overhauls deferred ..........cccccceeeennenns 52,53 . 52, 53.
72.6 Airworthiness allowance provisions—aircraft engines .... 52,53 . 52, 53.
72.8 Aircraft engine overhauls deferred ..........c.cccccoeiinininens 52,53 . 52, 53.
73 Provisions for obsolescence and deterioration—expendable
parts:
73.1 Current provisions ..... 70 .. 70 ... 70.
73.2 Inventory decline credits ............cccoooiiiiiiiiii 70 .. 70 ... 70.
74 Amortizations:
74.1 Developmental and preoperatlng eXPENSes ........ceeeeuns 70 . 70 ... 70.
74.2 Other intangibles ...... 70 ... 70.
75 Depreciation:
75.1 Airframes 70 ... 70.
75.2 Aircraft engines . 70 . 70.
75.3 Airframe parts .. 70 . 70.
75.4 Aircraft engine parts 70 ... 70.
75.5 Other flight equipment 70 ... 70.
75.6 Flight equipment ...... 70 . 70.
75.8 Maintenance equipment and hangars 70 . 70.
75.9 General ground property 70 ... 70.
76 Amortization expense, capital leases:
76.1 Amortization—capitalized flight equipment ..................... 70 .. 70 ... 70
76.2 Amortization—capitalized other property and equipment | 70 .. 70 .. 70
77 Uncleared expense credits:
77.8 Uncleared interchange expense credits ...........ccccocvreeens 53,69 ... 53, 55, 64, 67, 53, 55, 61, 62, 63, 65,
68. 66, 68.
77.9 Other uncleared expense credits .........coccoeevcereienenens 53,69 .......... 53, 55, 64, 67, 53, 55, 61, 62, 63, 65,
68. 66, 68.
78 Direct maintenance—flight equipment ............ccccoceiiiiiiiinnne 52 i 52 s 52.
79 Applied burden Dr/Cr:
79.6 Flight equipment ...... 52 Dr, 53 Cr 52 Dr, 53 Cr ..... 52 Dr, 53 Cr.
79.8 General ground property ..........ccccoeeeieienniincciieseenees 52 Dr, 53 Cr 52 Dr, 53 Cr ..... 52 Dr, 53 Cr.
NONOPERATING INCOME AND EXPENSE
81 Interest on long-term debt and capital leases:
81.1 Interest expense, long-term debt . 81
81.2 Interest expense, capital leases .. 81
82 Other interest:
82.1 Interest expense, short-term debt ... . 81
83.7 Imputed interest capitalized—credit 81 81
83.2 Imputed interest deferred—debit . 81 81
83.3 Imputed interest deferred—credit 81 81
83.4 Interest capitalized—credit ........... 81 81
84.1 Amortization of discount and expense on debt 81 81
84.2 Amortization of premium on debt . 81
85 Foreign exchange gains and l0SSe ..........cccccccereiiciieiicicnnenns 81
89 Other nonoperating income and expense-net:
80.0 Interest income ........ 81 .. 81
86.0 Income from nontransport ventures 81 .. 81
87.0 Equity in income of investor controlled companies 81 .. 81
88.7 Intercompany transaction adjustment-credit 81
88.2 Dividend income ..... 81
88.3 Net unrealized gain or loss on marketable equny secu- | 81 .. 81.
rities.
88.4 Net realized gain or loss on marketable equity securi- | 81 .................. 81 s 81.
ties.
88.5 Capital gains and losses—operating property . 81 ... 81.
88.6 Capital gains and losses—other 81 ... 81.
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14 CFR Ch. Il (1-1-05 Edition)

Objective classification of profit and loss elements

Functional or financial activity to which applicable (00)

Group | car-

riers Group Il carriers

Group lll carriers

88.7 Unapplied cash discounts ..........ccccovrvrieiinenecieecens

88.9 Other miscellaneous nonoperating credits
89.1 Intercompany transaction adjustment—debit
89.9 Other miscellaneous nonoperating debits

INCOME TAXES

91 Provision for income taxes:
91.7 Income taxes before investment tax credits ....
91.2 Investment tax credits utilized
92 Provisions for deferred income taxes:
92.1 Current provisions for deferred taxes
92.2 Application of deferred taxes ..
92.3 Adjustment of deferred taxes ..
93 Investment tax credits deferred and amortized:
93.7 Investment tax credits deferred
93.2 Amortization of deferred investment tax credits ..
94 Excess profits taxes ........... .

81.

81.
81.
81.

91.
91.

91.
91.
91.

91.
91.
91.

DISCONTINUED OPERATIONS

95 Discontinued operations:
95.1 Income from discontinued operations
95.2 Loss on disposal of discontinued operations ...

EXTRAORDINARY ITEMS
96 Extraordinary items .............

96.
96.

97.

97 Income taxes applicable to extraordinary items ...................

CHANGES IN ACCOUNTING PRINCIPLES

98 Cumulative effects of change in accounting principles .........

97.

v | 98 98 98.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amended by ER-781, 37 FR 25223, Nov. 29, 1972; 37 FR
28277, Dec. 22, 1972; ER-797, 38 FR 10926, May 3, 1973; ER-841, 39 FR 11995, Apr. 2, 1974, ER-948,
41 FR 12295, Mar. 25, 1976; ER-980, 42 FR 35, Jan. 3, 1977; ER-1013, 42 FR 37515, July 21, 1977;
ER-1401, 50 FR 242, Jan. 3, 1985; Amdt. 241-56, 52 FR 9129, Mar. 23, 1987; Amdt. 241-58, 54 FR

5594, Feb. 6, 1989]

Section 8 General

(a) The profit and loss accounts are
designed to reflect, through natural
groupings, the elements entering into
the derivation of income or loss accru-
ing to the proprietary interests during
each accounting period.

(b) The prescribed system of accounts
provides for the co-ordinate grouping
of all revenues and expenses in terms of
both major natural objectives and
functional activities and for subdivi-
sion of both to provide varying degrees
of detail for air carriers of differing ac-
counting capacities and/or require-
ments.

(c) The detailed objective accounts
established for each air carrier group,
by the dual subdivision of profit and
loss elements in terms of both natural
objectives and functional activities,
are set forth in section 7, Chart of Prof-
it and Loss Accounts.

(d) The prescribed system of accounts
provides generally that profit and loss
elements shall be grouped in accord-

ance with their inherent characteris-
tics within the following primary clas-
sifications:

(1) Operating revenues. (i) This pri-
mary classification shall include reve-
nues of a character usually and ordi-
narily derived from the performance of
air transportation and air transpor-
tation-related services, which relate to
services performed during the current
accounting year, and adjustments of a
recurrent nature applicable to services
performed in prior accounting years.

(ii) Operating revenues shall be sub-
classified in terms of functional activi-
ties as provided in section 9.

(2) Operating expenses. (i) This pri-
mary classification shall include ex-
penses of a character usually and ordi-
narily incurred in the performance of
air transportation and air transpor-
tation-related services, which relate to
services performed during the current
accounting year, and adjustments of a
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recurring nature attributable to serv-
ices performed in prior accounting
years.

(if) Operating expenses shall be sub-
classified in terms of functional activi-
ties as provided in sections 10 and 11.

(3) Nonoperating income and expense—
net. This primary classification (8100)
shall include income and loss incident
to commercial ventures not inherently
related to the performance of the com-
mon carrier air transport services of
the accounting entity; other revenues
and expenses attributable to financing
or other activities which are extra-
neous to and not an integral part of air
transportation or its incidental serv-
ices; and special recurrent items of a
nonperiod nature.

(4) Income taxes for current period.
This primary classification (9100) shall
include provisions for Federal, state,
local, and foreign taxes which are
based upon the net income of the air
carrier for the current period together
with refunds for excess profits credits
or carryback of losses and increases or
reductions of income taxes of prior
years of a magnitude which will not
distort net income of the current ac-
counting year. Income taxes applicable
to special income credits or debits re-
corded in profit and loss classification
9700 Extraordinary Items, and other
material income tax items not allo-
cable to income of the current account-
ing year, shall not be included in this
classification but in profit and loss
classification 9700 Extraordinary
Items.

(5) Discontinued operations. This pri-
mary classification (9600) shall include
earnings and losses of discontinued
nontransport operations and gains or
losses from the disposal of non-
transport operations the result of
which are customarily accounted for
through profit and loss objective ac-
counts 86, 87 and 88.2.

(6) Extraordinary items. This primary
classification (9700) shall include mate-
rial items characterized by their un-
usual nature and infrequent occur-
rence.

(7) Cumulative effect of changes in ac-
counting principles. This primary classi-
fication (9800) shall include the cumu-

Section 9

lative effect of material changes in ac-
counting principles.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER-841, 39 FR 11997, Apr. 2, 1974; ER-
980, 42 FR 36, Jan. 3, 1977, Amdt. 241-58, 54 FR
5594, Feb. 6, 1989]

Section 9 Functional Classification—
Operating Revenues

3900 Transport Revenues.

This classification is prescribed for
all air carrier groups and shall include
all revenues from the air transpor-
tation of traffic of all classes. It shall
consist of the following subclassifica-
tions:

3100 Scheduled Services.

This subclassification shall include reve-
nues from the transportation by air of indi-
vidual passengers or cargo shipments (as op-
posed to charter flights) pursuant to pub-
lished schedules, including extra sections
and other flights performed as an integral
part of published flight schedules.

3200 Nonscheduled Services.

This subclassification shall include reve-
nues from the transportation by air of traffic
applicable to the performance of aircraft
charters, and other air transportation serv-
ices not part of services performed pursuant
to published flight schedules (but shall not
include data applicable to flights performed
as extra sections to published flight sched-
ules, which shall be reported in the sub-
classification 3100 Scheduled Services).

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER-1401, 50 FR 243, Jan. 3, 1985]

4800 Transport-Related Revenues.

(a) This classification is prescribed
for all air carrier groups and shall in-
clude all revenues from the United
States Government as direct grants or
aids for providing air transportation
facilities and all revenues from serv-
ices which grow from and are inci-
dental to the air transportation serv-
ices performed by the air carrier.

(b) Revenues related to services of a
magnitude or scope beyond an inci-
dental adjunct to air transportation
services shall not be included in this
classification (see section 1-6(b)). Reve-
nues applicable to such services shall
be included in profit and loss classifica-
tion 8100, Nonoperating Income and Ex-
pense-Net, and the accounting modified
to conform with that of a nontransport
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division whether or not the service is
organized as a nontransport division.

[ER-841, 39 FR 11997, Apr. 2, 1974]

Section 10 Functional Classification—
Operating Expenses of Group I Air
Carriers

5100 Flying Operations.

(@) This function shall include ex-
penses incurred directly in the in-flight
operation of aircraft and expenses at-
taching to the holding of aircraft and
aircraft operational personnel in readi-
ness for assignment to an in-flight sta-
tus.

(b) This function shall not include ex-
penses incurred in repairing, servicing
or storing aircraft, expenses incurred
on the ground in protecting and con-
trolling the inflight movement of air-
craft, or the compensation of ground
personnel and other expenses incurred
in scheduling or preparing aircraft or
aircraft operational personnel for
flight assignment. Such expenses shall
be included in function 5400 Mainte-
nance or function 6900 General Services
and Administration.

5400 Maintenance.

(a) This function shall include all ex-
penses, both direct and indirect, spe-
cifically identifiable with the repair
and upkeep of property and equipment
as may be required to meet operating
and safety standards; in inspecting or
checking property and equipment in
accordance with prescribed operational
standards; and in polishing or cleaning
property and equipment when such
polishing or cleaning is not an inci-
dental routine in connection with the
normal productive use of property and
equipment.

(b) This function shall include the
cost of direct labor, materials, and out-
side services and maintenances over-
head or other costs specifically associ-
ated with maintenance operations re-
gardless of the location at which in-
curred.

(c) This function shall not include
costs incurred in the construction, im-
provement, or modification of property
and equipment even when necessitated
to meet new or changed operating or
safety standards. Such costs shall be
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charged to appropriate property and
equipment accounts.

(d) Costs incurred by aircraft han-
dling personnel in visual inspection,
minor check and servicing of aircraft,
while in line service, shall not be in-
cluded in this function when performed
as an incidental routine during the
normal productive use of aircraft but
shall be included in function 6900 Gen-
eral Services and Administration.

(e) Each Group | air carrier shall
maintain the following subfunctions:

5200 Direct Maintenance.

a. This subfunction shall include the costs
of labor, materials and outside services con-
sumed directly in periodic maintenance op-
erations and the maintenance and repair of
property and equipment, of all types and
classes, regardless of the location at which
incurred, exclusive of costs specifically iden-
tified with maintenance property and equip-
ment expenses in balance sheet accounts 1630
Equipment, 1639 Improvements to Leased
Buildings and Equipment, and 1640.1 Mainte-
nance Buildings and Improvements which
shall be included in subfunction 5300 Mainte-
nance Burden.

b. The cost of direct labor, materials and
supplies, as well as outside repairs, used in
the maintenance and repair of property and
equipment shall be recorded on running job
orders or tickets covering repairs and peri-
odic inspections except servicing. Where a
number of like items are maintained on a
group basis, it will be necessary to maintain
only one job order for each group.

c. When supervisory personnel such as crew
chiefs, inspectors and foremen are engaged
in direct labor in connection with equipment
maintenance, a proportionate part of their
salaries and wages shall be charged to the
appropriate direct labor accounts. The cost
of transporting property to and from shops
for repair and maintenance shall be included
as a part of the cost of the materials and
supplies used in the repair or maintenance of
such property and equipment. Transpor-
tation charges, customs and duties, etc.;
shall be included in the cost of repairs and
maintenance operations when made by out-
side parties.

5300 Maintenance Burden.

a. This subfunction shall include all over-
head or general expenses which are specifi-
cally identified with activities involved in
periodic maintenance operations and the
maintenance and repair of property and
equipment of all types and classes, including
the cost of direct labor, materials and out-
side services identified with the maintenance
and repair of maintenance property and
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equipment included in balance sheet ac-
counts 1630 Equipment, 1639 Improvements
to Leased Buildings and Equipment, and
1604.1 Maintenance Buildings and Improve-
ments. It shall include expenses specifically
related to the administration of mainte-
nance stocks and stores, the keeping of per-
tinent maintenance operations records, and
the scheduling, controlling, planning and su-
pervision of maintenance operations.

b. This subfunction shall not include ex-
penses related to financial accounting, pur-
chasing or other overhead activities which
are of general applicability to all operating
functions. Such expenses shall be included in
function 6900 General Services and Adminis-
tration.

c. This subfunction shall include only
those expenses attributable to the current
air transport operations of the air carrier.
Maintenance burden associated with capital
projects of the air carrier, other than over-
hauls of airframes and aircraft engines shall
be allocated to such projects. Maintenance
burden incurred in common with services to
other companies and operating entities shall
be allocated to such services on a pro rata
basis unless the services are so infrequent in
performance or small in volume as to result
in no appreciable demands upon the air car-
rier’s maintenance facilities. When over-
hauls of airframes or aircraft engines are as
a consistent practice accounted for on an ac-
crual basis instead of being expensed di-
rectly, maintenance burden shall be allo-
cated to such overhauls on a pro rata basis.
Standard burden rates may be employed for
quarterly allocations of maintenance burden
provided the rates are reviewed at the close
of each calendar year. When the actual bur-
den rate for the year differs materially from
the standard burden rate applied, adjustment
shall be made to reflect the actual cost in-
curred for the full accounting year. Alloca-
tions of maintenance burden to -capital
projects, and service sales to others shall be
made through the individual maintenance
burden objective accounts, except that the
air carrier may make such allocations by
credits to profit and loss account 77
Uncleared Expense Credits provided that use
of that account will not undermine the sig-
nificance of the individual maintenance bur-
den objective accounts in terms of the ex-
pense levels associated with the air carrier’s
air transport services. Maintenance burden
allocated to overhauls shall be credited to
profit and loss subaccounts 5372.1 or 5372.6
Airworthiness Allowance Provisions.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER-980, 42 FR 36, Jan. 3, 1977; ER-1027,
42 FR 60128, Nov. 25, 1977; ER-1188, 45 FR
48870, July 22, 1980; Amdt. 241-58, 54 FR 5595,
Feb. 6, 1989]

Section 10

6900 General Services and Administra-
tion.

This function shall include expenses
incurred on the ground in controlling
and protecting the in-flight movement
of aircraft; landing, handling, or serv-
icing aircraft on the ground; selling
transportation; servicing and handling
traffic of all classes; promoting the de-
velopment of traffic; administering op-
erations generally; and all other ex-
penses not otherwise provided for in
functions 5100 Flying Operations, 5400
Maintenance and 7000 Depreciation and
Amortization.

7000 Depreciation and Amortization.

This function shall include all
charges to expense to record losses suf-
fered through current exhaustion of
the serviceability of property and
equipment due to wear and tear from
use and the action of time and the ele-
ments, which are not replaced by cur-
rent repairs, as well as losses in serv-
iceability caused by obsolescence,
supersession, discoveries, change in de-
mand or actions by public authority. It
shall also include charges for the amor-
tization of capitalized developmental
and preoperating costs, leased property
under capital leases and other intan-
gible assets applicable to the perform-
ance of air transportation. (See sec-
tions 6-1696, 1830 and 1890.)

[Amdt. 241-58, 54 FR 5595, Feb. 6, 1989]

7100 Transport-Related Expenses.

(a) This function shall include all ex-
pense items applicable to the genera-
tion of transport-related revenues in-
cluded in section 9, Function 4800.

(b) Such expense related to services
of a magnitude or scope beyond an inci-
dental adjunct to air transportation
services shall not be included in this
function (see section 1-6(b)). Expenses
applicable to the generation of such
revenues shall be included in profit and
loss classification 8100, Nonoperating
Income and Expense-Net, and the ac-
counting modified to conform with
that of a nontransport division wheth-
er or not the service is organized as a
nontransport division.

(c) This function shall also include
expenses representing increases in
costs incurred in common with the air
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transport service, to the extent such
increases result from the added trans-
port-related services, as well as a pro
rata share of the costs incurred by the
air carrier in operating facilities which
are used jointly with others. As a gen-
eral rule, this function shall not in-
clude those expenses, other than joint
facilities costs, which would remain as
an essential part of the air transport
services if the transport-related serv-
ices were terminated.

[ER-841, 39 FR 11997, Apr. 2, 1974, as amended
by ER-1401, 50 FR 243, Jan. 3, 1985]

Section 11 Functional Classification—
Operating Expenses of Group II and
Group IITI Air Carriers

5100 Flying Operations.

(@) This function shall include ex-
penses incurred directly in the in-flight
operation of aircraft and expenses at-
taching to the holding of aircraft and
aircraft operational personnel in readi-
ness for assignment to an in-flight sta-
tus.

(b) This function shall not include ex-
penses incurred in repairing, servicing
or storing aircraft, expenses incurred
on the ground in protecting and con-
trolling the in-flight movement of air-
craft, or compensation of ground per-
sonnel and other expenses incurred in
scheduling or preparing aircraft or air-
craft operational personnel for flight
assignment. Such expenses shall be in-
cluded in function 5400 Maintenance, or
function 6400 Aircraft and Traffic Serv-
icing.

5400 Maintenance.

(a) This function shall include all ex-
penses, both direct and indirect, in-
curred in the repair and upkeep of
property and equipment as may be re-
quired to meet operating and safety
standards; in inspecting or checking
property and equipment in accordance
with prescribed operational standards;
and in polishing or cleaning property
and equipment when such polishing or
cleaning is not an incidental routine in
connection with the normal productive
use of property and equipment.

(b) This function shall include the
cost of direct labor, materials, and out-
side services and maintenance over-
head or other costs associated with
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maintenance operations regardless of
the location at which incurred.

(c) This function shall not include
costs incurred in the construction, im-
provement, or modification of property
and equipment even when necessitated
to meet new or changed operating or
safety standards. Such costs shall be
charged to appropriate property and
equipment accounts.

(d) Costs incurred by aircraft han-
dling personnel in visual inspection,
minor check and servicing of aircraft,
while in line service, shall not be in-
cluded in this function when performed
as an incidental routine during the
normal productive use of aircraft but
shall be included in function 6400 Air-
craft and Tariff Servicing.

(e) Both Group Il air carriers and
Group Il air carriers shall maintain
the following subfunctions:

5200 Direct Maintenance.

a. This subfunction shall include the costs
of labor, materials and outside services con-
sumed directly in periodic maintenance op-
erations and the maintenance and repair of
property and equipment of all types and
classes, regardless of the location at which
incurred, exclusive of maintenance property
and equipment included in balance sheet ac-
counts 1630 Equipment, 1639 Improvements
to Leased Buildings and Equipment, and
1640.1 Maintenance Buildings and Improve-
ments, which shall be included in subfunc-
tion 5300 Maintenance Burden.

b. The cost of direct labor, materials and
supplies, as well as outside repairs, used in
the maintenance and repair of property and
equipment shall be recorded on running job
orders or tickets covering repairs and peri-
odic inspections except servicing. Where a
number of like items are maintained on a
group basis, it will be necessary to maintain
only one job order for each group.

c. When supervisory personnel such as crew
chiefs, inspectors and foremen are engaged
in direct labor in connection with equipment
maintenance, a proportionate part of their
salaries and wages shall be charged to the
appropriate direct labor accounts. The cost
of transporting property to and from shops
for repair and maintenance shall be included
as a part of the cost of the materials and
supplies used in the repair or maintenance of
such property and equipment. Transpor-
tation charges, customs and duties, etc.,
shall be included in the cost of repairs and
maintenance operations when made by out-
side parties.
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5300 Maintenance Burden.

a. This subfunction shall include all over-
head or general expenses used directly in the
activities involved in periodic maintenance
operations and the maintenance and repair
of property and equipment of all types and
classes, including the cost of direct labor,
materials and outside services used in the
maintenance and repair of maintenance
property and equipment included in balance
sheet accounts 1630 Equipment, 1639 Im-
provements to Leased Buildings and Equip-
ment, and 1640.1 Maintenance Buildings and
Improvements. It shall include expenses re-
lated to the administration of maintenance
stocks and stores, the keeping of pertinent
maintenance operation records, and the
scheduling, controlling, planning and super-
vision of maintenance operations.

b. This subfunction shall not include ex-
penses related to financial accounting, pur-
chasing or other overhead activities which
are of general applicability to all operating
functions. Such expenses shall be included in
function 6800 General and Administrative.

c. This subfunction shall include only
those expenses attributable to the current
air transport operations of the air carrier.
Maintenance burden associated with capital
projects of the air carrier, other than over-
hauls of airframes and aircraft engines, shall
be allocated to such projects. Maintenance
burden incurred in common with services to
other companies and operating entities shall
be allocated to such services on a pro rata
basis unless the services are so infrequent in
performance or small in volume as to result
in no appreciable demands upon the air car-
rier’s maintenance facilities. When over-
hauls of airframes or aircraft engines are as
a consistent practice accounted for on an ac-
crual basis instead of being expensed di-
rectly, maintenance burden shall be allo-
cated to such overhauls on a pro rata basis.
Standard burden rates may be employed for
quarterly allocations of maintenance burden
provided the rates are reviewed at the close
of each calendar year. When the actual bur-
den rate for the year differs materially from
the standard burden rate applied, adjustment
shall be made to reflect the actual costs in-
curred for the full accounting year. Alloca-
tions of maintenance burden to capital
projects, and service sales to others shall be
made through the individual maintenance
burden objective accounts, except that the
air carrier may make such allocations by
credits to profit and loss account 77
Uncleared Expense Credits under such cir-
cumstances in which the use of that account
will not undermine the significance of the
individual maintenance burden objective ac-
counts in terms of the expense levels associ-
ated with the air carrier’s air transport serv-
ices. Maintenance burden allocated to over-
hauls shall be credited to profit and loss sub-
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accounts 5372.1 or 5372.6 Airworthiness Al-
lowance Provisions.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER-980, 42 FR 36, Jan. 3, 1977; ER-1401,
50 FR 244, Jan. 3, 1985; Amdt. 241-58, 54 FR
5595, Feb. 6, 1989]

5500 Passenger Service.

This function shall include all ex-
penses chargeable directly to activities
contributing to the comfort, safety and
convenience of passengers while in
flight and when flights are interrupted.
It shall not include expenses incurred
in enplaning or deplaning passengers,
or in securing and selling passenger
transportation and caring for pas-
sengers prior to entering a flight sta-
tus. Such expenses shall be included in
functions 6400 Aircraft and Traffic
Servicing and 6700 Promotion and
Sales, respectively.

6400 Aircraft and Traffic Servicing.

(@) This function shall include the
compensation of ground personnel and
other expenses incurred on the ground
incident to the protection and control
of the in-flight movement of aircraft,
scheduling and preparing aircraft oper-
ational crews for flight assignment,
handling and servicing aircraft while in
line operation, servicing and handling
traffic on the ground, subsequent to
the issuance of documents establishing
the air carrier’s responsibility to pro-
vide air transportation, and in-flight
expenses of handling and protecting all
nonpassenger traffic including pas-
senger baggage.

(b) This function shall include only
those aircraft servicing and cleaning
expenses which are incurred as an inci-
dental routine during the normal pro-
ductive use of aircraft in line oper-
ations. It shall not include expenses in-
curred in the repair and maintenance
of property and equipment, or in
checking or inspecting property and
equipment in accordance with pre-
scribed operational standards when
such activities are not an incidental
routine during the normal productive
use of aircraft. Such expenses shall be
included in function 5400 Maintenance.

(c) This function shall not include ex-
penses incurred in securing traffic, ar-
ranging aircraft space for traffic sold
or in issuing documents confirming
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traffic sales and establishing the air
carrier’s responsibilities to provide air
transportation. Such expenses shall be
included in function 6700 Promotion
and Sales. However, for purposes of
this system of accounts, expenses at-
tributable to the operation of airport
traffic offices, excluding reservation
centers, shall be included in this func-
tion. Expenses attributable to the oper-
ation of reservation or aircraft space
control centers shall be included in
function 6700 Promotion and Sales re-
gardless of the location at which in-
curred.

(d) Group Il air carriers shall further
subdivide this function as follows:

6100 Aircraft Servicing.

a. This subfunction shall include the com-
pensation of ground personnel and other ex-
penses incurred on the ground incident to
the protection and control of the in-flight
movement of aircraft; scheduling or pre-
paring aircraft operational crews for flight
assignment; landing and parking aircraft;
visual inspection, routine checking, serv-
icing and fueling of aircraft; and other ex-
penses incurred on the ground incident to
readying for arrival and takeoff of aircraft.

6200 Traffic Servicing.

a. This subfunction shall include the com-
pensation of ground personnel and other ex-
penses incurred on the ground incident to
handling traffic of all types and classes on
the ground subsequent to the issuance of
documents establishing the air carrier’s re-
sponsibility to provide air transportation.
Expenses attributable to the operation of
airport traffic offices shall also be included
in this subfunction; expenses attributable to
reservations centers shall be excluded. It
shall include expenses incurred in both en-
planing and deplaning traffic as well as ex-
penses incurred in preparation for
enplanement and all expenses subsequent to
deplanement.

b. This subfunction shall also include costs
incurred in handling and protecting all non-
passenger traffic while in flight. It shall not
include expenses incurred in contributing to
the comfort, safety and convenience of pas-
sengers while in flight or when flights are in-
terrupted. Such expenses shall be included in
function 5500 Passenger Service.

6300 Servicing Administration.

a. This subfunction shall include expenses
of a general nature incurred in performing
supervisory or administrative activities re-
lating solely and in common to subfunctions
6100 Aircraft Servicing and 6200 Traffic Serv-
icing.
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b. This subfunction shall not include super-
visory or administrative expenses which can
be charged directly to subfunction 6100 Air-
craft Servicing or subfunction 6200 Traffic
Servicing. Nor shall this subfunction include
expenses of a general administrative char-
acter and of significant amount regularly
contributing to operating functions gen-
erally. Such expenses shall be included in
function 6800 General and Administrative.

c. The expenses in this subfunction shall be
recorded separately for each geographic loca-
tion at which incurred.

6700 Promotion and Sales.

(@) This function shall include ex-
penses incurred in creating public pref-
erence for the air carrier and its serv-
ices; stimulating the development of
the air transport market; and pro-
moting the air carrier or developing air
transportation generally.

(b) 1t shall also include the com-
pensation of personnel and other ex-
penses incident to documenting sales;
expenses incident to controlling and
arranging or confirming aircraft space
for traffic sold; expenses incurred in di-
rect sales solicitation and selling of
aircraft space; and expenses incurred in
developing tariffs and schedules for
publication.

(c) This function shall not include ex-
penses incurred in handling traffic sub-
sequent to the issuance of documents
establishing the air carrier’s responsi-
bility to provide air transportation
which shall be included in functions
5500 Passenger Service and 6400 Air-
craft and Traffic Servicing. However,
for purposes of this system of accounts,
expenses attributable to the operation
of airport traffic offices, excluding res-
ervation centers, shall be included in
function 6400 Aircraft and Traffic Serv-
icing. Expenses attributable to the op-
eration of reservation or aircraft space
control centers shall be included in
function 6700 Promotion and Sales re-
gardless of the location at which in-
curred.

(d) Group Il air carriers shall sub-
divide this function as follows:

6500 Reservations and Sales.

This subfunction shall include expenses in-
cident to direct sales solicitation, docu-
menting sales, controlling and arranging or
confirming aircraft space sold, and in devel-
oping tariffs and schedules for publication. It
shall also include expenses attributable to
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the operation of city traffic offices. Expenses
incurred in stimulating traffic and pro-
moting the air carrier or air transportation
generally shall not be included in this sub-
function but in subfunction 6600 Advertising
and Publicity.

6600 Advertising and Publicity.

a. This subfunction shall include expenses
incurred in creating public preference for the
air carrier and its services; stimulating de-
velopment of the air transport market; and
promoting the air carrier or developing air
transportation generally.

b. This subfunction shall not include ex-
penses incurred in direct sales solicitation
and selling of aircraft space. Such costs shall
be included in subfunction 6500 Reservations
and Sales.

6800 General and Administrative.

(@) This function shall include ex-
penses of a general corporate nature
and expenses incurred in performing
activities which contribute to more
than a single operating function such
as general financial accounting activi-
ties, purchasing activities, representa-
tion at law, and other general oper-
ational administration, which are not
directly applicable to a particular
function.

(b) This function shall not include ex-
penses incurred directly in promoting
traffic or in promoting relations of the
air carrier generally with the public
which shall be included in function 6700
Promotion and Sales. Nor shall this
function include expenses, regularly
applicable in large part to a specific
function, which contribute only inci-
dentally, or in small amount, to var-
ious other functions. Such expenses
when of such size as will not distort
the function to which predominantly
related, shall be included in the spe-
cific function to which regularly re-
lated. However, expenses of a general
administrative character and of signifi-
cant amount regularly contributing to
operating functions generally shall be
included in this function.

7000 Depreciation and Amortization.

This function shall include all
charges to expense to record losses suf-
fered through current exhaustion of
the serviceability of property and
equipment due to wear and tear from
use and the action of time and the ele-
ments, which are not replaced by cur-

Section 12

rent repairs, as well as losses in serv-
iceability occasioned by obsolescence,
supersession, discoveries, change in
popular demand or action by public au-
thority. It shall also include charges
for the amortization of capitalized de-
velopmental and preoperating costs,
leased property under capital leases,
and other intangible assets applicable
to the performance of air transpor-
tation. (See sections 6-1696, 1830 and
1890.)

[Amdt. 241-58, 54 FR 5595, Feb. 6, 1989]

7100 Transport-Related Expenses.

(a) This function shall include all ex-
pense items applicable to the genera-
tion of transport-related revenues in-
cluded in section 9, Function 4800.

(b) Such expense related to services
of a magnitude or scope beyond an inci-
dental adjunct to air transportation
services shall not be included in this
function (see section 1-6(b)). Expenses
applicable to the generation of such
revenues shall be included in profit and
loss classification 8100, Nonoperating
Income and Expense-Net, and the ac-
counting modified to conform with
that of a nontransport division wheth-
er or not the service is organized as a
nontransport division.

(c) This function shall also include
expenses representing increases in
costs incurred in common with the air
transport service, to the extent such
increases result from the added trans-
port-related services, as well as a pro
rata share of the costs incurred by the
air carrier in operating facilities which
are used jointly with others. As a gen-
eral rule, this function shall not in-
clude those expenses, other than joint
facilities, costs, which would remain as
an essential part of the air transport
services if the transport-related serv-
ices were terminated.

[ER-841, 39 FR 11997, Apr. 2, 1974, as amended
by ER-1401, 50 FR 244, Jan. 3, 1985]

Section 12 Objective Classification—
Operating Revenues and Expenses

00 General Instructions.

(a) Basic objective accounts, applica-
ble to all air carrier groups, are estab-
lished for recording all revenue and ex-
pense elements. These basic accounts
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are in certain areas subdivided to pro-
vide greater detail for indicated air
carrier groups.

(b) Each air carrier shall credit the
gross revenues accruing from services
ordinarily associated with air transpor-
tation and transportation-related serv-
ices to the appropriate account estab-
lished for each revenue source. Ex-
penses incident to transport and trans-
port-related services shall be charged
to the accounts established in this sec-
tion in accordance with the objectives
served by each expenditure. However,
direct costs of forwarding traffic as a
result of interrupted trips, and refunds
of sales, shall be charged to the appli-
cable revenue account.

(c) To the end that the integrity of
the prescribed objective accounts shall
not be impaired, each air carrier shall:

(1) Charge the appropriate account
prescribed for each service purchased
or expense element incurred expressly
for the benefit of the air carrier regard-
less of whether incurred directly by the
air carrier or through an agent or other
intermediary, and (2) except as pro-
vided in objective account 77,
Uncleared Expense Credits, credit or
charge, as appropriate, the account
prescribed for each expense element
which may be involved in distributions
of expenses between (i) separate oper-
ating entities of the air carrier, (ii)
transport-related services and trans-
port services, or transport functions,
(iii) balance sheet and profit and loss
elements, and (iv) the air carrier and
others, when the expenses are incurred
initially by or for the benefit of the air
carrier. At the option of the air carrier,
standard rates applicable to each ob-
jective account comprising a particular
pool of expenses subject to assignment
between two or more activities, may be
established for proration purposes, pro-
vided the rates established are predi-
cated upon the experience of the air
carrier and are reviewed and modified
as appropriate at least once each year.

TRANSPORT REVENUES

01 Passenger.

(a) Record here revenue from the
transportation of passengers by air, in-
cluding infants transported at reduced
fares, berth charges, surcharges for
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premium services and other similar
charges. Revenue from airline employ-
ees, officers and directors, or other per-
sons, except for ministers of religion,
who are traveling under reduced-rate
transportation authorized by 49 U.S.C.
41511(a) and 14 CFR part 223, as well as
revenue from travel agents, cargo
agents and tour conductors traveling
at reduced fares, and revenues from
service charges for passengers trav-
eling on a nonrevenue basis shall be re-
corded in objective account 19 Air
Transport—Other.

(b) This account shall be subdivided
as follows by all air carrier groups:

01.1 Passenger—First Class.

Record here revenue from the air transpor-
tation of passengers moving at either stand-
ard fares or premium fares, or at reduced
fares not predicated upon the use of aircraft
space specifically separated from first class,
and for whom standard or premium quality
services are provided.

01.2 Passenger—Coach.

Record here revenue from the air transpor-
tation of passengers moving at special fares
reduced from the first class or premium fares
which are predicated upon both the oper-
ation of specifically designated aircraft
space and a reduction in the quality of serv-
ice regularly and ordinarily provided.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER-980, 42 FR 36, Jan. 3, 1977; 60 FR
66723, Dec. 26, 1995]

05 Mail.

(a) Record here revenue from the
transportation by air of both United
States and foreign mail.

(b) Fines and penalties imposed by
the United States Government and for-
eign governments in connection with
the carriage of mail shall not be
charged to this account but to profit
and loss account 89.9 Other Miscella-
neous Nonoperating Debits.

(c) This account shall be subdivided
as follows by all air carrier groups:

05.1 Priority.

Record here revenue from United States
mail for which transportation by air is pro-
vided on a priority basis.

05.2 Nonpriority.

Record here revenue from United States
mail for which transportation by air is pro-
vided on a space available basis.
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05.3 Foreign.

Record here revenue from the transpor-
tation by air of mail other than United
States mail.

[ER-980, 42 FR 36, Jan. 3, 1977, as amended by
Amdt. 241-58, 54 FR 5595, Feb. 6, 1989]

06 Property.

(a) Record here revenue from the
transportation by air of property in-
cluding excess passenger baggage.

(b) Revenues resulting from services
incidental to the transportation serv-
ices such as collection of shipper’s in-
terest insurance premiums and charges
and fees for service such as pick-up and
delivery, assembly and distribution,
storage and handling, and C.0.D. col-
lection shall not be credited to this ac-
count but to profit and loss account 17
Air Cargo Services.

(c) This account shall be subdivided
as follows by all air carrier groups:

06.1 Freight.

Record here revenue from the transpor-
tation by air of property other than pas-
senger baggage.

06.2 Excess Passenger Baggage.

Record here revenue from the transpor-
tation by air of passener baggage in excess of
fixed free allowance.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER-1401, 50 FR 244, Jan. 3, 1985]

07 Charter.

(a) Record here the revenue from
nonscheduled air transport services
(except as otherwise required by profit
and loss Account 86 Income from Non-
transport Ventures) where the party
receiving the transportation obtains
exclusive use of an aircraft at either
published tariff or other contractual
rates and the remuneration paid by the
party receiving transportation accrues
directly to, and the responsibility for
providing transportation is that of, the
accounting air carrier. This account
shall also include revenues from air
transport services other than inter-air-
port services, whether scheduled or
nonscheduled, where each passenger or
shipment receiving transportation is
individually documented and does not
obtain exclusive use of an aircraft.

(b) This account shall not include
revenues or fees received from other
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air carriers for flight facilities fur-
nished or operated by the accounting
air carrier where the remuneration
paid by the party receiving transpor-
tation accrues directly to, and the re-
sponsibility for providing transpor-
tation is that of other air carriers.
Such revenues and related expenses
shall be included in profit and loss ac-
counts 11, Rents; 13, Interchange Sales;
or 18, Other Transport-Related Reve-
nues and Expenses.

(c) This account shall be subdivided
as follows by all air carrier groups:

07.1 Passenger.

Record here revenue from the transpor-
tation of passengers and their personal bag-
gage.

07.2 Property.

Record here revenue from the transpor-
tation of property.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER-980, 42 FR 37, Jan. 3, 1977; ER-1401,
50 FR 244, Jan. 3, 1985]

TRANSPORT RELATED REVENUES AND
EXPENSES

08 Public Service Revenues (Subsidy).

Record here amounts of compensa-
tion received pursuant to the provi-
sions of 49 U.S.C. 41733 under rates es-
tablished by the Department of Trans-
portation for the provision of essential
air service to small communities.

[Amdt. 241-58, 54 FR 5595, Feb. 6, 1989, as
amended at 60 FR 66723, Dec. 26, 1995]

09 In-Flight Sales.

(a) Record here revenues from and ex-
penses related to transport-related
services performed while in flight.

(b) This account shall be subdivided
as follows by all air carrier groups:
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09.1 Liquor and food—gross revenues.
09.2 Movies and stereo—gross revenues.
09.3 Other—gross revenues.

09.4 Liquor and food—depreciation expense.
09.5 Liquor and food—other expense.
09.6 Movies and stereo—depreciation expense.
09.7 Movies and stereo—other expense.
09.8 Other—depreciation expense.

09.9 Other—expense.

10 Restaurant and Food Service

(Ground).

(a) Record here revenues from and ex-
penses related to the operation of res-
taurants and similar facilities, and
from sales of food. (See section 12-51.)

(b) This account shall be subdivided
as follows by all air carrier groups.

10.1 Gross revenues.
10.2 Depreciation expense.

10.3 Other expense.

11 Rents.

(a) Record here revenues from and ex-
penses related to property and equip-
ment owned or leased which has been
rented or subleased to others exclusive
of associated companies. This account
shall not include fees from the use by
others of air carrier aircraft under air-
craft interchange agreements.

(b) This account shall be subdivided
as follows by all air carrier groups:

11.1 Gross Revenues.
11.2 Depreciation Expense.

11.3 Other Expenses.

12 Limousine Service.

(a) Record here revenues from and ex-
penses related to the operation of pas-
senger limousine surface transpor-
tation services.

(b) This account shall be subdivided
as follows by all air carrier groups:

14 CFR Ch. Il (1-1-05 Edition)

12.1 Gross Revenues.
12.2 Depreciation Expense.

12.3 Other Expenses.

13 Interchange Sales.

(a) Record here the revenues or fees
from and the expenses related to serv-
ices provided associated companies and
other than associated companies by the
air carrier under aircraft interchange
