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PREFACE 

l would like to express lV gratitude ta the Government of the 

Republic of the Philippines and also ta the Government of Canada 

through the Canadian International Development Agency for extending my 

scholarship in the Institute of Air and Space Law for another year, 

without which this Study could not haye been undertaken. To write a 

thesis on the subject of the present Study 18 my obsession for the last 

fev years. 

Being connected with a government office which regulates air trans­

port, l have the privilege ta observe the developmenta in aviation in 

~ country and to know also for myselt the problems con.tronting the 

Civil Aeronautics Board along the legal and practical aspects of its 

regulatory activities. 

In th18 dissertation, l explored the areas in the Philippine law 

on aviation and current practices of the Board where possible improve­

menta may be introduced with the swggestiûn ta adopt into our system 

the modern practices of other regulatory agencies, if possible. 

This thesis 18 divided inta two parts. For a better understanding 

of its background, the first part traces the growth of domestic air 

tr~port and the law on civil aviation from the beginning up to the 

present. In a brief manner, l have endeavored to show why air travel 

is so important to the lite of the Filipinos and the need for the go­

vernment to regulate the industry. 

The second part, which is the subject of this thesis, analyzes the 

organization, functions and duties of the Board in the light of the Ci-
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vil Aeronautics Act pointing out the advantages and disadvantages of 

the present set-up with the recommended solution. More important, l 

have also dealt quite critically on those provisions· of the Act which 

require supplementation, revis ion or amendment in order to give more 

force and effect to the law. 

In submitting this thesis to the Faculty of Graduate Studies and 

Research ot McGill University,. l acknowledge ~ indebtedness to Pro­

tessor Martin A. Bradley of the Institute ot Air and Space Law for his 

kind worda ot encouragement in developing this topie and also for his 

valuable help during the preparation ot this thesis. 

To ~ colleagues and friends in the Civil Aeronauties Board, De­

partment ot Foreign Affairs, Civil Aeronautics Administration, the Air 

Transport Committee of Canada and the United States Civil Aeronautics 

Board goes My' sincerest appreciation for their unselfish eupport. 

Institute of Air and Space Law 
McGill University, Montreal 

G. A. P. 
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.4t PART I. HISTORY OF Am TRANSPORT IN THE PHLtIPPINES 

CHAPTER I. BRIEF INTRODUCTION 

Air travel is the tastest mode ot transportation lmown to man 

today. It still tascinates the millions ot people who travel by air 

every year. The future ot civil aviation holds many·possibilities_ 

tor humanity. With the current developmente in aeronautics, noboc1y 

Imows that in the ;years to come, the moon and the celestial bodies 

may wall be vi thin the reach ot '.man and scheduled paesenger service 
", , J" ~ " 

to o~ epàce may -ge ,a repUt- teatue ot airl..tne timetable within 
o 1 . 

~ur litet~. 
o " 

The progress of eivU a'f'1ation· is rapià. : F)"om· the modest apeed . 
a . 

, ot twenty ~les an hour aeh1eved by the earl1'· pioneers, ve now accept 

~pee.d ot 6Qg MUee PF hotlr without surprisè.:: And, ·with the coming ot 
- c-.:; 

the super.son'ic airliner ia a tew· years, gimrt aircratt carry1.ng up to 
" 0 2 -

500 ·psssengelS win redUoe tqiDg t1tne three or tour times. It ie not 
,. 

a remo1it! possibiÎity, theretore, tàa.t a passenger 'Will leave Hanila in 

the morning . and arrive in Canada belore lunch time on the same day. 

The present state ot civU aviation in the Philippines ie the con-

sequence 01 more than titty years ot endeavor. These titty years have 

had a profound influence on the present. 

First Exhibition Fllghts 

Barely eight years alter the Wright brothers made the tirst suc-
3 

cesstul tlight pertormed at Kitt,y Hawk on December 11, 1903, the tirst 
4 

heavier-than-air machine made its public appearance in the Philippines. 
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An American barnstormer J. C. "Buda Mars, brought ta Manila a 

"'Shrivera biplane in 1911 ta performin 1ihe.Phil:ippine Garnival. 

His companion, Capt. T!l0~ .~-:B~in~made "the first" crOss:" ' " 

country fllght in atifted Devila biplane on February 2" of the same 
C " 

year: BalcDlin sold"h,1s plane ta an American resident Edward. Sch1mming, 
o 

whd<i on o~ or'°t1rc occasions, gave fl1"ing demonstration, but untor­

thnateq one day, the CWIIbersome-looking machine crashed and the whole , 
0

0 
0 aircraf't vas destro;yed. ft118 SchilmniDg had the dubious honor of being 

0 0 Il 

inv01ved in the f1rst aircraf't accid.ent in the Philippines. 

A year later, Lee Hammond brought to Manila a n811 "Red. DevU -. 

He teok an Ifugao vith him on a brief t1ight over the Carnival grounds 

on February 12, 1912. The If'ugao, who was ODe ot the mountain tribes-

Men in the show at the Exposition, vas the .tirst man in the Philippines 
6 

ta tly as an airplane passenger. 

In the same year, the United States Arm;y received at Fort William 

McKinley a Wright type aB" biplane tollowed by type "C· the tollowing 
7 

year to train pilots. The tiret American to become a militar,y aviator 

vas Lt. Frank Lahm, Jr. Cp1. Vernon L. Berge vas the tirst en11sted 

man to be taught tlying. Lt. C. Perry Rich ot the Philippine Scout 

had the dubious honor ot being the tirst man to die in an a1rplane acci­
a 

dent in the Philippines. 

Tom Gunn, the "Wright of Chinaâ , was one of the early flyers who 

aroused the fancy ot the inhabitants for the flying machine. In 1914, 
9 

he g~ve tlying exhibitions to huge crowds in his Curtiss seaplane. 

He tlew a nurse with him a..."ld earried the first mail by air. Cora Wong, 
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A year later, Lee Hammond brought ta Y..an11a a nn "Red DevUa. 

He took an If'ugao with him on a brief' t1ight over the Carnival grounds 

on Februarr 12, 1912. The If'ugao, who wu one of' the lIOuntain tribes­

men in the show at the Exposition, was the f'irst man in the PhUippines 
6 -

ta f'q as an a1rplane passenger. 

In the same year, the United States Arm1 received at Fort William 

McKinley a Wright type OB" biplane f'ollowed b1' type "C· the f'ollowing 
7 

year to train pilots. The f'iret American ta become a mi1itar;r aviator 

was Lt. Frank Lahm, Jr. Cp1. Vernon L. Berge was the f'irst enlisted 

man to be taught f'l1"ing. Lt. C. Perr,y Rich ot the Philippine Scout 

had the dubioua honor of' being the f'irst man to die in an airplane acci­
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dent in the Philippines. 

Tom Gunn, the ·Wright of' Chinait, was one of the ear~ flyers who 

aroused the f'ancy of' the inhabitants for the f1ying machine. ?"n 1914, 
9 

he gave f'1ying exhibitions to huge crowds in his Curtiss seaplane. 

He f'lew a nurse with him and carried the f'irst mail b1' air. Cora Wong, 
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a nurse in the Philippine General Hospital, was the tirst voman in 

the country to fq in an airplane. Later in 1916, Charles L. MUes 

pertormed exhibition flights also in the tirst monoplane to be seen 
10 . 

in the City. 

The FirstAero Club 

The United States 1 entry in the var in Europe in 1917 insp1red the 
11 

organization of the Philippine National Guard. An aviation section vas 

created and tifteen Filipinos vere recruited to train as pilots in the 

island tortress ot Corregidor. Unfortunate~, however, the t.raining 

vas cut short. The aircratt and the pilots vere vi thdrawn trom the 

Islands te meet the combat requirements in Europe. 

Gov. Gen. Francis Burton Harrison, however, to encourage air minded-

ness, initiated the organization of an Aero Club. It vas tormaJ.q es­

tablished on October 8, 1917. Ruth Lav, one of the tirst American vo­

man pilots, thrilled Manila residents vith exhibition tlights on ber 

Curtiss pusher biplane in 1919. The tlight vas sponsored by the Aero 

Club ot the Philippines. She dropped mailbags vith commemorative post-
12 

cards as a highlight of the shov. 

First Airmal Service 

The first aviation school was established in 1919. Major Joseph 

E. Stevenot and Alfred J. Crott tounded the Curtiss School of Aviation 

and the Philippine Airways Service at Camp Claudio near the site of 

the present Manila International Airport. 'l'hirty cadets, 20 from the 
13 

Philippine National Guard and 10 from the Philippine Constabulary 
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vere seleeted ta train as pilots. A Curtiss "Jenny" biplane and 

Curtiss uSea Gull" hydroplane surplus military airerait were us'ed as 

training facilities. 

Stevenot and Croft offered service to operate airmail service for 

the government. They flew mail for free to demonstrate the feasibility 

of the service. This flight vas the first airmail serv-iee in the coun-

try. However, it vas discontinued later for lack of funds. 

Out of the chss of 30, 20 passed and gave public demonstration 

of their flying ability on June 21, 1920. These pilots vere the nu­

cleus of the present generation of aviators in the countr.y. Unfortu­

nately, hovever, on November 23, 1920, Lt. Alfonso de Guzman of the 

Philippine National Guard crashed in a "Sea Gull- owned by the aviation 

schoo1, but luckily, he vas not injured. That accident vas the first 
14 

airerait accident invo1ving a Filipino pilot. 

Plans for An Airline 

The graduation of the Filipino pilots encouraged the government 

to plan the Philippine Air Service which vould serve both as an air1ine 

and as a mi1itar,y unit. The Counci1 of State appropriated money for 

the establishment of the Service on July 7, 1920. Five h1'droplanes vere 

purchased from the United States Navy in 1921 to transport passengers, 

mail and cargo between Manila and the cities in the south. Hovever, 

economy IIléasures instituted 1ater in the year by the government deeply 

eut into the availab1e resources even before it started operating. At 

the end of the year, the National Assemb1y failed to appropriate new 

funds for the Philippine Air Service and Gov. Gen. Leonard Wood ordered 
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its abolition. "', .... 

In 1920, Jose Tinsay, tb,e f'~st,:'F.1Îi~in~.toown an aircraf't com-
.,-, .' '. ::',' 

menced f'~ing iD CelltralPhilippines vith a Curtiss ItOriole lt wo-seat 
, " 

biplane •. ,He gave tlying exhibitions and took:passengers vith him tor 

charter or joyrides. Tinsay started te ,tly tor revard in 192,. He 

boùght wo more aircratt - a Curtiss "Junior· and an "Aeromarine" t~­

ing boat": ,and began operating a passenger service between IloUo and 

Bacolod charging a f'lat rate of' 150.00 tor the 27-mUe route. He also 

served the tewns along the western coast ot the Negros Island in the 

Visayas. Tinsay vas the tirst te sus tain commereialoperation in the 
16 

Philippines. 

This Iloilo-Bacolod route vas the f'iret passenger air service. 

Much interisland tlying vas undertaken by the United States Army tor 

the carriage ot mail, aerial photography and reconnaissance. Two f'or-

mer students ot the Curties Aviation SeOOol, Jose Valeriano and Briccio 

Sanchez established the Valeriano School ot Aviation. Their equipment 

consisted ot a Curtiss pusher and ttKitty Havk" biplalles. Don Ramon 

Fernandez, a businessman, bought a Curtiss ttJenn;y" trom an American 

otticer tor his t1r.m the ItServicio Nacional Intormativalt te deliver 

materials te his eustomers in the southern part ot the Philippines. 

Juan Calvo, a graduate and tormer pUot in the Philippine Air Service 

vas the pilot. The tirst ofticial11' supposed commercial airmail service 

began on March 21, 1929 when Capt. Calvo teok otf' on the firet official 
17 

delivery ot mail to the northern part of the country. 
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Early International F11ghts 

~ers trom Italy" and Spain came to the Philippines in 1925 and 

1926. Manila welcomed lta1ian Major Francesco de Pinedo in his tlight 

trom Rome to Tokyo in a Savoia single-engine, 2-seat tl,ying boat. On 

May 1.3, 1926, Spanish Captains Eduardo Gonzales Gallarza and Joaquin 
18 

Taboada Loriga arrived in the Br-eguet-type 19 biplane. 

Ga1larza and Loriga and a third pilot Ramon Estevez t1ew to Manila 

on April 8, 1926 tolloving the route by vay ot Egypt, Greece, Persia, 

Arabi.a, India, Burma, Thailand, Vietnam, and China. On the vay, Estevez 

vas toreed to land on the North African desert and abandoned his plane. 

Loriga damaged his aireratt in a torced landing betveen Hanoi and Macao. 

In Macao, Gal1arza narrowe~ escaped death when his plane oversbot the 

runway. Ga1larza and Loriga joined together and took ott trom Macao 

tor Cagayan in the northeastern part ot the Philippines eovering a dis-
19 

tance ot 600 miles in a litt1e more than seven hours. 

The Madrid-Manila tlight established wo tirsts - 1. It vas the 

tirst visit ot airmen trom Spain, and 2. It vas the first international 

carriage of mail for the pilots carried letters trom the King ot Spain 

for the Governor General of the Philippines. Other tl,ying visitors 

before the decade ended were the British Royal Air Force seaplanes vhich 
20 

stopped at Hanila in November 1928. 

Alter the historie f1ight of Gallarza and Loriga, the Islands be-

came the object of more flying visita from Europe. For example, British 

pilot F.O. Chichester arrived in 19.31 on a flight from Auatralia to 

Japan. Writer Halliburton and pilot M. W. Stephen arrived in a ItFl,ying 
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Carpet" seaplane in 1932 in the course of a round-the-vorld trip. 

Spanish aviator Fernando Rein retraced the Ga.ll.arza-Loriga route in 

a single-engine monoplane from Hongkong on Juq 11, 1932. Capt. 

Wolfgang von Granau of Gel"JDall1' arrived in a Dornier VAL f~ boat 

on September 27, 1932 and a Japanese transport plane arrived on Hovem­

ber 14, 1935 ta bring guesta to the inauguration of the Philippine 
21 

Commonwealth Government. 

Philippine Aeria1 Taxi Co1llp8DJ7' (PATCO) 

The progress in aeronautics avakened the Filipinos to the impor-

tance of the aircraft in the nationallife. The var impressed the 

ro1e of the airp1ane as a weapon of destruction, but the ear~ f1ights 

of Tinsay stressed the potentials of the winged contrivance tor peace-

ful purposes. 

The first real effort to estab1ish an airline came in December 

1930. A group of businessmen organized the Philippine Aerial Taxi Com-
22 

pany on December 3. PATCO, for short, did not vholl,y engaged in the 

public service. It vas intended more to cater to the trave1 needs of 

the organizers in conne ct ion vith business. It operated a shutt1e ser-

vice between Nanila and Paracale and Manil.a and Baguio and other mining 

districts • 

The air1ine vas inaugurated on March 18, 1931 vith a f1ight from 

Nanila to Iloilo in a Stinson cabin monoplane. PATCO's services ge-

nerated a favorable demand and on December 31, 1931, the air1ine began 

regular scheduled flights to Baguio and Paracale. It had four service-
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able equipment - 1 Waco, 4-seater and 3 Bellanca ·Skyrocket". On 

January 25, 1932, it began carrying air mail between Manila and Baguio 

under a 'contract ri th the Bureau of Post. It was not until four years 
23 

later when it vas granted a f'ranchise by the Government. 

It appeared that air transport vas already a going concern since 

1930 •. Air services expanded and traf'f'ic increased. Airline personnel 

vere getting more and more organized. The authorities became avare of' 

the economic potentials of the aircraft. On November 30, 1931, Act No. 

3909 ( See Appendix l ) vas enacted by the Philippine Legislature di-

recting the Secretar,y of Commerce and Communication to create an aero­

nautics division to establish rules for the licensing of airmen and 

aircraft, conduct of air traffic, acheduJ.1Dg of f'liChts and charging 

of rates. . The Office vas f'ormally establishedon Febru.azy l" 1932. 

Capt. Russel Maugham of' the United States A.rrq Aviation Corps became 

the head of the Off'ice assisted by a young Filipino aeronautical engi-
24 

neer Gregorio Y. Zara. Dr. Zara 18 dubbed as the ItFather of' Civil Avia-

tion in the Philippines." 

In actual practice, the Aeronautical Division formulated and issued 

rules and regulations on air navigation, constructed landing fields, 

examined and rated airmen, licensed and inspected planes and enf'orced 

rules pertaining to aviation. Restrictions imposed by the Division 

did not app~ to civil and military aircrart under the United States 

jurisdiction. 

From 1932 to 1935, PATCO operated on a year to year basis. On 

NoveMber 14, 1935, it vas granted a f'ranchise to operate air service 
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tor the carriage ot persons, mail and cargo up to the Visayan Islands. 

Up ta 1937, the airline carried without any ta'til accident 

21,000 passengers averaging .3,~. a '1earbetween Manila and Baguio and 

1,600 between Manila and Paracal.e'-· Although it vas successful in ge­

nerating trattic, the co~~:cU.ciD 't malee protit. Four factors heM 

back the airline in the s~lè·.:ror lite. - ,1. operation on losing 

routes as dictated by private motive.; 2.. airplanes are ot old viatage 

and expansive to operate; 3. l1mited eapacit7J· 4. 1nsu:f.t~c:1en~trartic. 

With the slackening ot businese in 1939, tb OODlp&n1' WU d1sso~ved. 

However, Don Andres Sorianoj ldth a ·tew:triends, took controlo! the 

corporation prior to final disso1ution.·Be l"Borganized the .com;paq 

and placed an order tor two· 17-seater. Load8tar Model 18 transporta. and 

incorporated the company under a 'uew name - the Philippine Airw8if8, .Inc. 2, 
This name vas later changed to Philippine Air .Lines, Inc. On Maroh 15, 

1941, PALIs tirst Beech 16 l1ght plane teok ott tor Baguio on the tirst 

t1ight of Philippine Air Lines. Another Beech aircraft mode1 18 arrived 

with another two twin-engine planes. Amencan and Fi1ipino pilots t1e. 

for the air1i.ae." ·Later in 1941,. the airline operation wassuspended 

due to the threat of war. The airerait were impounded by.the milita17 

torces and al1 vere destroyed or ca.ptured by the en8lÇ' •. 

Iloilo-Negros Air Express Comp~, Inc. (INAEC) 
. .. 

PATCO had a competitor in two years ai'ter it started. The Iloilo-

Negros Air Express Company, Inc. vas organized early in 1933 by a weal­

thy tamilJr in the south. On February 3 that year, it began scheduled 
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operation vith a f'light f'rom lloi.lo in one of' its three Stinson tri-

motar planes. This vas the .tirst commercial passenger air service 

using multi-engine airerait. The airline opened routes ta Bacolod, 

Cebu, Davao and Cagayan de Oro in ~93'. On May 29, 1936, one of' the 

Stinsons ditched in the Sibuyan Sea of'f' the coast of Capiz. No one 

vas injured. This vas the first accident ta occur to an airline in the 
26 

Philippines. 

INARC continued to progress. It gained popular support and became 

a promising venture. In f'act~ alter three years of operation, it 

cl.lld.med: ItDuring .the tbree y-ea:rs of f']aring, . an average o.t 2,000 passen­

gars vere carr:Led sateq. It f'lew 7,000 hours covering a distance ot 

750,000 m1les vitbout accidSnt ta plane or passenger. 1t 

1t &eqll1red 8Dother 16-seater Sikorsky 43 amphibian for ;360,000 

includlDg _pares and extended services ta Surigao and other cities in 
27 

s01lthern. Phllippws. It was granted government airmaU contracts under 

Co1llllOmrealth Act No. 223 approved by the National Assemb~ on November 

29, 1936~ The airline .. vas paid 1.18 for every 20 grams of' mail f"lown. 

But, like PAL, the developing airline was -nipped in the budn vith the 

Japanese invasion of' the Philippines. Ali aircraf't were destroyed be-

fore talling into the Japanese bands. 

Pan American World Airways Flight ta the Philippines 

Two s ignif'icant events 1inked the Philippines wi th the United States 

and Europe. - 1. The establishment of regular air service between the 

United states and Manila by Pan American World Airways, and 2. The tlight 
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of Antonio Arlllaiz and Juan Calvo from ManUa to Madrid in 1936. 

The Ameriean f1ag earrierwas granted by the Philippine Govern-
28 

ment a franchise to operate and maintain an air transport service bet-

veen the tvo eountries and eountriea in transit for twenty-five years 

at a minimum of one f1ight a month. The expedi tionary t1ight started 

from A1ameda, California on November 22, 193.5 using the giant Martin 
29 

f~ing boat, the ItChina C1ipperlt vith Capt. Edwin Musiek at the eon-

trols and a erew of six. The airerait, alter an uneventful journey 

of six claye via Honolulu, Wake and Guam, 1anded at the Mani1a herbor 

at 3:32 p. m. on November 29, 193.5 alter .59 hours and 48 minutes of 

flying. This writer, a sma11 boy then, bas a vivid reeo11eetion ot the 

giant of an aireraf't ripping the p1aeid waters of Canaeao Bay without 

knowing that histo17 was unfolding bef'ore him. 

Commenting, Pres. Manuel Quezon said: tt The bo1d projeet of Pan 

Ame rie an Wor1d Airways means the dawn of a nev day in the history of 
30 ft 

intercommunication between the East and the West. 

Later, on Oetober 8, 1936, the Duteh KNIlM air1ine flew a DC-2 
31 

from Batavia but the air1ine was not given permission to serve Manila. 

Arnaiz-Ca1vo International F1ight 

The world vas astounded in July '1936 by the adventure of two Fi1ipino 

pilots. Antonio Arnaiz and Juan Calvo flev to Madrid by retracing the 

route of the Spanish flyers who visited the Philippines a decade ear1ier. 

Tae bold project was financed by the DMHM chain of newspapers in ManUa 

especially the Philippines Hera1d under the editorship then of Gen. 
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Carlos P. Romulo, the 4th president of the United Nations Organiza-
32 

tion. 

The two pilots took off at the old AFESA Ail'Port at dawn of Mal 

29, 1936 in a single-engine Fairchild 24 and Elew ta Hongkong. TVo 

American employees of PANAM in Hongkong who could not believewhat 

the:r saw cabled the Philippines: • We hé.d been privileged to witness 

the arrivaI of Arnaiz and Calvo upon the successful complet ion of the 

tirst crossing of China Sea bl Filipino pilots ••••• Please accept our 

congratulations on the latest demonstration ot Filipino courage and 

Alter 44 days and nearly 100 hours of tlying, vith considerable 

ditf'iculties along the way, Arnaiz and Calvo reached Madrid on Ju4r 

11 and received tremendous welcome. Gen. Gallarza, one of the Spanish 

pilots who came ta Manila 10 years earlier, was on band to receive 

them. 

The pilots returned to Manila later bl ship. Thel were showered 

vith honors in the hom.eland. As a token of appreciation, the Philip­

pine AsseMbly passed a lav appropriating ;25,000 as reward. The 

"Commonwealth", the aircraft used by the FUipino pilots, vas destroyed 

when a ship bringing i t out of var-tom Spain vas bombed bl rebel air-
33 

crait and scuttled by its erev. 

Airerait Manufaeturing in the Philippines 

Civil aviation training for FUipinos vith more substantial faci-

lities than available before was offered by the American Far Eastern 
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School of Aviation (AFESA), established in 1935 b;r Col. Curtis Lambert 

with a Filipino and fellow Americans at the NielBon Airport. Lambert, 

who CaIne ta the Philippines as an airerait maintenance officer in the 

United States A.rmy, built the first glider in the country in 1930. 

He al80 organized the Philippine Airerait Corporation in 1935 for 

the design and construction of a1rcraft. In March 1938, the compaqy1s 

product, the uSnipeu, a low-wing single-engine monoplane vas succeS8-

fuJ.ly test flown. The AFESA, meantime, progressedwith a .tleet of 

planes and shops. 

In the south, however, Jose Tinsa;r, the first Filipino to become 
34 

an airline pilot, also established a .t~ing school at Iloilo .. 
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OHAPTER II. GROWTH OF PHILIPPINE AIR LINES . 

Expansion of Domestic Service 

Philippine Air Lines recommenced operating scheduled service on 

February 14, 1946 with five DO-3's ta 8 points - Naga, Leg§8pi, Tac-
35 

loban, Oebu, Baguio, Bagabag, Tuguegarao, and Aparri. . Three Beech-

craf't 0-45's and a Piper Super Cruiser vere used for non-schedu1ed 

flights to feeder routes and charter. 

Far Eastern Air Transport, Inc., another domestic a1rline, 

st..'U"ted on November 15, 1945, followed by Commercial Air Lines, Inc. 
36 

in January 1946. Three domestic airlines served the travel needs of 

the people during the early liberation boom. 

A year la ter, the domastic market began to de cline • Traff'ic vas 

harcily' suf'ficient to support one a1rline. PAL and FEATI sought capi-

tal assistance. The government, however, could af'f'ord ta invest in 

one a1rline only. Alter a series oi negotiation, FEATI lost out to 

PAL in the bid for financial support and was bought by the latter in 
37 

1947. OALI iollowed suit in 1948. Thus, PAL became the only scheduled 

operator. 

With the new acquisitions, PALis fleet increased to 35 DO-3 I s, 

6 DC-4 ls, several 0-45 1s and Noordyn Norseman C-64 l s. The smaller air-

planes vere used as landplanes or seaplanes to reach small airports 

and isolated coastal areas. 

At this stage, Jose Tinsay, whom ve met in the early part of this 

dissertation died in an airplane explosion when operating an air cargo 
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DC-3 as Philippine Air Express. 

PAL placed an order for thrae twin-engine Convair .340 aircratt 

10 1951 for regiona1 and domestic routes. The government provided 

capital and became the majority stockholder in the corporation. The 

firet of the three aircraft arrived in April 1953 and was used in the 

Manlla-Cagayan de Oro route and the routes ta Taipei and Bangkok. 

Moreover, two Hiller H-l2B helicopters were acquired for charter ser-

vice in the relJlOte areas. In January 1954, the low-fare DC-3 ItEeono-

micon service was introduced in the I1ocos region in the north and 

was later extended to the Visayas and Mindanao in June. The following 

year, PAL launched the ItRural Air Service" using single-engine de 

Havilland DHC-5 otter equipment. In addition, two F-27 Fokker Friend-

ship airerait were acquired for the trunk routes and tbree Scottish 
. 39 

Aviator twin-pioneer for the rural service. 

Unfortunate~, however, following wo DC-3 accidents in one month" 

the service was suspended. The Senate Committee on Transportation and 

Public Service conducted an investigation ta de termine the cause ot the 

accident. This inquir,y cu1minated in the resignation of Don Andres 
40 

Soriano as president of Philippine Air Lines. 

Under the now management, PAL introduced the low-fare ~ight 

Mercury" service using the 4-engine Viscount airerait. Another F-27 

Fokker Friendship was added, thus phasing out the twin-pioneer ser­

vice. In March 1964, PAL launched another low-fare DC-4 "Mayalt ser-

vice to BacolOd, Cebu, Davao and discontinued the rural air service. 



This was followed 1ater by the purcbase of Hawker Sidde1ey 748's which 

replaeed the DC-3 's in the trunk and secondary routes (Figure 1). 

The l5~OOO~OOOth passenger trave11ed in a F-27 Fokker Friendship 

from Manila to Larap on April 17~ 1968. For the year 1967~ PAL ear-
41 

ried a total of 1~500~376 domestie passengers (Table 1). 

International Operation 

PAL operated the first non-scheduled international f1ight to 

Oakland in the West Coast of the United States in 1946~ with the use 
42 

of a chartered DC-4 from Trans-Ocean Air1ines. Proving f1ights were 

conducted to Hongkong~ Shanghai~ Taipei and Bangkok. In the same year~ 

the air1ine became an IATA Mernber. The Philippine Government s igned 
43 

the air transport bilatera1 agreement with the United States. PANAM~ 

the American f1ag carrier~ operated to Manila in 1946~ followed by 

Northwest Air1ines in 1947. 

PAL's first scheduled Dc-4 service started on DeeeIDber 3~ 1947 

and was extended 1ater to London. The following year~ a Dc-6 service 

was opened to Tokyo in addition to the DC.~ f1ights to Hongkong and to 

Tokyo. PAL purchased the two DC-4 's and two DC-6 's to serve the route 

to San Francisco. 

In the annals of Far Eastern av.iation~ PAL was the first air1ine 

ta use Dc-6 aircra.ft aeross the Pacifie. It was one of the top ten 
44 

in the wor1d's air11nes in unduplieated routes. It was also the first 

air carrier to operate scheduled service to Hongkong with Dc-4 equip-

ment. By 1950~ PAL foreign operation practical1y covered two-thirds 
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the vor1d invo1ving five continents. It operated the largest and fastest 

airerait availab1e in 1951. 

With the arrival of the DC-6B airerait in 1952~ flight lrequencies 

vere increased on the international routes. The service to Zurich 

and Frankturt vere inaugurated on Juq 30. In the same year~ PAL vas 

authorized to operate non-stop service betveen San Francisco and 

Mexico City folioving the conclusion of the PhUippine-Mexico air 

agreement. Nevertheless ~ Compania Mexicano de Aviacion, a subsidiary 

ot PANAM~ secured a court injunction preventing the Philippine flag 

carrier trom operating along the San Francisco-Mexico City route. 

The injunction~ hovever~ vas 1if'ted by the Supreme Court of Mexico in 
45 

1957. 

Suspension of International Flights 

With the advent of the jet airerait, the management proposed 

turther tinaneing trom the government to buy DC-7 and jet equipment, 

to compete in the internatiC'nal field. However, instead ot supporting 

the project~ the President ot the Philippines suspended the interna-

tiona1 service. The government had no funds to finance the purchase 

of pure-jet airerait. The suspension resulted in the operation of 

foreign airlines to Manila. 

In 1955~ plans vere submitted to revive the suspended international 

service. It was approved in 1958 and, immediate~, an order vas plaeed 

for wo Dc-Bls. A new turbine test eeli and a Link e1ectronic t1ight 

s1mulator vere acquired. Meantillle~ the United States Civil Aeronau-
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tics Board approved PANAM's purchase of 120,000 shares of PAL making 

the American air1ine a stockho1der in the domestic air carrier. Tc 

assist in the reactivated service, Congress approved Repub1ic Act No. 

2232 appropriating funds for a1rmall compensation as support ta PAL 

and Repub1ic Act No. 2360 extending the corporate lite of the air1ine 
46 

ta another twenty-five ;years. 

Abrogation of the UB-PI Air Agreement 

The year 1959 saw the abrogation of the US-PI air agreement con­

c1uded in 1946 after the failure of the negotiation for a nev treaty 

granting PAL equa1 privi1ege wi th the American airlines in the Trans­

Pae1tie route. On December 11, 1961, PAL 1eased a Boeing 707 air-

craft from PANAM and operated ta Hongkong. A year later, PAL signed 

a cooperative agreement vith KLM Royal Dutch Air1ines for the opera­

tion of the first Dc-8 in the resumption of the Trans-Pacifie service. 
47 

The terms of the agreement were the following: 

1. To purchase from KIM Royal Duteh Air1ines one Douglas 
Dc-8 fan jet aircraft within 4 to 7 years; 

2. To charter a KLM Dc-8 airerait ta operate on the routes 
granted under the PI-Thai and PI-UK air agreements once 
a week frequency; 

3. Training of PAL crew while KIM crew shall be made avaUa­
b1e to PAL during the training period; 

4. General sales agency agreement sha11 be in conformity vith 
IAT1 regulations; 

5. Maintenance to be done by PAL and periodic overhau1 will 
be done at Sehipol at current priees. 

The first Dc-8 airerait ehristened "Sampaguita", arrived on June 
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15 ~ 1962 and vas used in the Manila-HongkoDg sector. It lett Manila 

on June 20 tor the tirst scheduled internat.ional flight. to the United 

States on a veek~ frequency. PAL vas permit.ted by the United States 

Civil Aeronautics Board to operate o~ on the Cent.ral Pacific route 

without an intermediate stop at Tokyo. For the tirst time since 1946~ 
48 

total revenue passengers tor one year passed l~OOO~OOO. 

Transter of Control 

Control of Philippine Air Lines vas transferred from the govern-

ment to the private sector vhen five percent. of the gOTernment shares 

were sold to RUBICON, a company owned and controlled by the President 

of the airline thereby making it the majorit.y stoekholder in the cor-

poration. As a consequence of the program for modernization of equip­

I!lent~ PAL increased its capital to 125,OOO~COO. It introduced 10-

flight movies in the Trans-Pacifie flights and it vas the first air-

line to feature a double shov. 

Services to Sydney and Singapore vere opened vith a nev DC-8F 
49 

aMabuhay" • The DChampacau J the third DC-8 airerait, vas delivered 

in March 1968. In addition, PAL ordered for wo more DC-8 Series 63 

on February 18, 1968. Meanwhile, PANAM's shares in PAL vere sold to 

RUBICOn also thus increasing the latter's shares to 74 percent and 
50 

virtually Phllippiniz10g the airline. (Figure 2). 

As of October ll~ 1968~ PAL bas 61 airerait - 6 Cessna 1,0, 

22 DC-3's, 3 DC-4's, 14 F-27'8~ 3 BAC l-ll's, 3 DC-B's, 9 HS74B ' s ,1 
and 1 Bell jet. 
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CHAPTER III. ESTABLISHMENT OF OTHER DOMESTIC AIRLINES 

Fi1ipinas Orient Airways, Inc. 
52 

Filipinas Orient Airways, Inc. vas granted a f'ranchise by Congress 

ta establish and maintain domestic and international air services. 

It initially operated vith seven DG-3's and one DC-6B f'or scheduled 
53 

and non-scheduled day and night services. About ten months af'ter 

operation, the airline had an aircraf't accident. Filipinas sus-

pended aIl services pending overhaul of' the operational and adminis-

trative set-up of' the airline. 

Hovever, services vere resumed a month 1ater. YS-Il aircraf't 

vere added to its tleet. On February 24, 1967, a Nord 262 twin-jet 

aircraf't vas 1eased f'rom Japan to replace the DC-3's in the trunk 
54 

routes. Aside f'rom operating in the trunk1ines and secondar,y routes, 

Filipinas vas also alloved to serve Hongkong and Saigon. 

As of' April 24, 1968, Filipinas has 4 YS-U's, l Nord 262, 

1 DC-6B and 7 DC-3's. 

Air Manila, Inc. 

S:iJnilar to Filipinas Orient Airways, Inc., Air Manila, Inc. Vas 

also a holder of' a f'ranchise f'rom Congress. It vas granted a permit 
55 

on June 19, 1965. It operated along the trunk, secondary and f'eeder 

routes vith 2 DC-3's and 2 Dart Herald aircraft competing vith PAL 

and Filipinas. Later, F-27 Fokker Friendship aircraf't vere added to 

its f'leet for domestic operation. 

Air Manila, Ine. had 14 airerait - 2 Dart Heralds, 7 F-27 Fokker 
56 

Friendships and 6 DC-3's. 
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Non-Scheduled, Charter and Special Air Services 

Non-scheduled flights and charter services were encouraged more 

in areas where the airfields are not suitable to the operation of 

bigger type of equipment and traific do not permit the operation 

of scheduled airlines. These were services to feeder airports which 

comprised the greater bulle of the airports in the Philippines. The 

policy was in accordance with the Board's deoision to distribute the 

benefits of air transport to a11 segments of the population as much 

as practicable. 

Pacifie Airways Corporation was the firet grantee of a letter 
57 

of authority from the President in 1947 to engage in domestic non-

scheduled air transport using c-64 type of aircrait to carr,r passen­

gers and cargo but excluding mail. It vas also granted a permit to 

engage in international non-scheduled air freight service for a li-

mited periode 

The following year, Philippine Air Transport Service was tempo-

rarilj allowed to perform charter seaplane service. Its permit 

became permanent in 1958. PATS services were extended to experimental 

and sightseeing activities and test flights tbroughout the countr,r. 

Similarly, Security Deliver,r Service was also granted a Certifi­

cate of Public Convenience and Necessity in 1962 to deliver security 
58 

cargo vith the use of an 1-5 light plane. 

In agricultural flying, Manila Aviation Service vas granted an 
59 

air commerce permit in 1958, not only for charter and contra ct ser-
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vices, but alao in such activities &8 aerial spraying, crop-dusting, 

seedling and leailet dropping for commercial and indus trial purposes. 

One Stinson 1-5, 4 Cessnals, 1 Comanche 250 and 1 Bonanza E-35 vere 

uaed for the purpose. 
60 

In the north, hovever, Arsenio P. Camposagrado engaged in passen-

ger and cargo service, charter, cODDllercia1 and indus trial f1ights. 
61 

Southern Air Lines, a sole proprietorship, Was the firstnon~scheduled 

operator to undertake charter, commercial and indus trial f1ights 

throughout Mindanao and points in the Visayan Islands wi th Davao as 

the base of operation. SAL'S permit, hovever, vas cancelled in 1966 

for engaging in dubious activities. 
62 

Southern Aviation Corporation, another licensee, had a similar 

fate as SAL. At the beginning, its activities extended outside of 

the Philippines, but the permit was withdrawn in June 30, 1966 for 

charging rates lover than that approved by the Board. 

For the first time, in 1965, the Board authorized the use of 
63 

helicopter for cODDllercial purposes. Charter Service Corporation was 

granted a 1icensee to use two he1icopters for charter and ferry flights 

around Manila and outlying cOIlDl1UDities. 

Civil Air Transport, Far East Aviation Service, Philippine 

Aviation Corporation were all granted licenses in 1967 to engage in 

non-scheduled and charter flights with aircrait 1ess than 12,500 

lbs. Tropical Airways vas the last air carrier added to the list of 

non-scheduled operators. 
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In addition to these non-scheduled, charter and special air 

service operators, a number ot airerait owners engaged in business 

tl1ing vere exempt trom securing permit trom the Board. 



~ 
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CHAPTER IV. GOVERNMENT REGULATION OF AVIATION 

First Air Navigation Law 

Legislative Act No. 3909 promulgated L'l 1931 was the first air 

navigation law concerning licensing of airmen and airerait, traific 

rules, schedules, rates and its enforcement. 

The Secretar,y of Commerce and Communication administered the 

provisions of the Act. He issued regulations, including t~affic 

rules, which must conform as much as possible to the United States 
64 

Air Commerce Act of 1926. Rates and fares of aviation companies were 
65 

approved by the Publie Service Commission. 

Initially, 130,000 vere appropriated for the selection and survey 

of possible a1rflelds and construction of airports. The help of the 

United States Coast and Geodetic Survey Station at Manila vas solic1-

ted to facilitate the selection of sites for landing fields. Airports 

constructed at the time were classified as municipal, insular, provin-
66 

cial and commercial. 

To implement the provisions of the Act, Aeronautical Bulletin No. 

1 vas issued containing rules and regulations regarding the use of 

private airerait and for air commerce, requirement of airworthiness, 

maintenance of equipment, licensing of airmen and the establishment 

of airways and aeronautical facilities. In 1933, there were 13 air-

craft engaged in air commerce, 34 pilots and 31 licensed mechanics. 
61 

Six other min or aeronautical bulletins were also issued. 

On October l, 1934, the Department of Finance and the Department 
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of Commerce and Communication issued a joint Bulletin No. 309 provi­

ding that ftno public service shall be operated without a franchise 

granted by the Philippine Legislature. ft It also contained regu1a-

tions governing the operation of foreign airerait, customs, health 

and immigration. 

With the expansion of the Aeronautical Division, more American 

servicemen were assigned to the Office and Filipino surveyors were 

hired to do airport surveying and construction due to the clamor of 

municipalities for more airports. For the project, the government 

appropriated 1200,000 for the construction of landing fields and pur-

chase of navigational equipment. More airports were added to the 
68 

twenty-two existing 1anding fields. None were more than 3,000 feet. 

Creation of the Bureau of Aeronautics 

The advent of the China Clipper in 1935 placed air transport in 

the Philippines on a stable footing. President Quezon created the 

National Transportation Board, which embraced all transport activities 

inc1uding the air and fixed responsibility for the construction, main-

tenance and administration of airports. Throughout the country, there 

were 34 1anding fields and airports, 9 designated as national, 14 emer-

gency, 1 mi1itary and 10 private. 

In 1936, the National Assembly enacted Commonwealth Act No. 168 

abo1ishing the Aeronautica1 Division and in its place estab1ished the 
69 

Bureau of Aeronautics. The principal activities of the Bureau were 

the expansion in airport construction and provision of more naviga-
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tion facilities. An aeronautical station was established near MBnila, 

four civil airways vere designated and PFortnightly Notice to AirmenP 

vere issued~ (Appenclix II). 

On MaY' ll, 1940, Commonwealth Act No. 529, amending Conunonvealth 

Act No. 168, vas passed authorizing the Director to adopt and promul­

gate civil air regulations. Accordingly, a comprehensive set of rules 

patterned after those of the United States Civil Aeronautics Adminis­

tration was issued. The general supervision and control of the Bureau 

of Aeronautics was transferred to the Department of National Defense. 

To summarize, air transport activities assumed a substantial pub­

lic service tunction between 1936 and 1941. RunwaY's vere laid out, air 

navigation facllities vere installed and safeguards to insure sarety 

were provided. At the outbreak of the var, the Bureau maintained l' if­

teen aeronautical point-to-point and air-ground-air communication sta­

tions at which both surface and upper air observations vere carried 

out. There were 181 pilots licensed by the Bureau, 26 Filipinos and 

161 Americans. 

Post-War Regulation of Aviation 

The Bureau of Aeronautics vas one of those government agencies 

immediately reestablished after the war. Despite the absence of aQ1 

military activity, it vas still placed under the Department of National 

Defense. Its priority vas the rehabilitation of the war-damaged aeronau­

tical facilities. 

The Director, a var ace, initiated a series of radical changes. 
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He converted the Bureau into a civilian Office. He was responsible 

aIso for the establishment of the Civil Aeronautics Board and the 

Civil Aeronautics Administration, both patterned large~ alter the 

. United States counterparts, the Civil Aeronautics Administration under 

the Department ot Commeree and Industr,y. The Civil Aeronautics Commis-
70 

sion, a makeshif't bodY created by the President atter the W8l.-, became 

the Civil Aeronautics Board, a body not as elaborate as tbe United 

. States counterpart due to lack ot qualitied personnel to handle the 

economic aspect of aviation.regulation. 

In addition, the Manila International Airport, vhich vas under 

the con·lirol of the United States A.rmy, vas transferred to the Philip­

pine Government. The SUIn of 1200,000 vas appropriated for the repair 

and maintenance of airports throughout the country. Simultaneously, 

President Roxas approved Republic Act No. 224 ( See Appendix III) 

creating the National Airports Corporation, vhich band1ed the operation 

and management of a11 airports throughout the Islands. Tbe Director 

of the Civil Aeronautics Administration vas concurrentlY the manager 

of the Corporation. However, in the course of his administration, his 

management policies often ran counter to those of the other directors 

of the Corporation and as a result of the irreconcilable differences, 

the Director of the CAA was forced to resign. 

The National Airports Corporation vas without a manager until it 

vas f~~ally abolished on November 10, 1950. The functions of the 

Office vere absorbed by the CA! and the Manila International Airport 
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was brought under the administrative supervision and control of the 

former. 

The next two years at~r the abolition of the NAC saw a period 

of reorganization in the internal set-upof the CA! and readjustment 

in the management policias with respect to the MIA - whether the air-

port should be operated as a public service or a profit-making concerne 

Meanwhile, plans vere underway to reorganize the civil aviation offices. 

FinallY, on ~e 20, 1952, the law reorganizing the GAAand the CAB 

was signed by the President. The Civil Aeronautics Act of the Philip-

pines became effective on the date it was appravad. 

The Civil Aeronautics Act of the Philippines 

Air transport is relatively young compared with other public uti-
71 

lities, but, conversely, it is the scene of a technological revolution. 

The developments in aeronautics are fantastic. Aviation today 18 again 

on the threshold of a new era called the nSupersonic Age". The growth 

of aviation in the Philippines, however, is also fast if not as rapid 

as in other countries. In 1952, only one scheduled domestic airline 

with a handful of equipment and a couple of foreign air carriers serve 

domestic and foreign air travel. Now, air transport, both domestic 

and foreign, has multiplied many t1mes. Three airlines provide the tra-

vel needs, aside from a hundred licensed non-scheduled air carriers 

and private operators. The combined fleet of 88 aircrait ranging from 

the single-engine light plane to the Most so~isticated Boeing 707 or 

Dc-8 operate within and without the country 24 hours a day. This is 
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without mentioning the sixteen t'oreign airlines that serve Manila 

every half' hour as a point ot' origin, intermediate stop or final 

destination. 

The basic law on aviation in the Philippines is Repuhlic Act No. 

776, otherwise, known as the Civil Aeronautics Act of the Philippines 

(Appendix IV). The Act is more comprehensive than earlier aviation 

legislations. For thefirst time in the history of government regu­

lat ion is there a clear delineation of duties and functions between 

the two regulatory bodies. Like the United States Civil Aeronautics 
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Act of 1938, it may also be called the ItMagna Cartan of civil aviation 

in the country. 

The general purpose of the Act is to reorganize the two aviation 

offices which are set up af'ter the war. The provisions of the law do 

not apply to mili tary airerait and airmen in the Philippines and airmen 

of foreign countries and to foreign civil and public aircraf't other 
73 

than those duly licensed. However, air traffic rules do apply ta thoae 

aircra.ft and persons. 

Republic Act No. 716 ia divided into two main divisions. Chapters 

III and IV deal with the Civil Aeronautics Board (Sections 5-24). 

Chapters V and VI relate to the Civil Aeronautics Administration(Sec­

tions 25-41). The last four chapters concern penalties, appeal t'rom 

the decisiona of the CAB and the CAA, collection of fees and other 

miscellaneous provisions. 

Congress allocated the power of regulating air transport between 
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the two separate but coordinated agencies. The OAB, the po1icy-

making body, 18 concerned with the economic aspect ot air transport. 

It has "genera1 supervision and jur18diction of, and control over 

air carriers, their property, property rights, equipment, faci1ities 
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and franchises. Il The Board bas a number ot specifie powers, a11 ot 

which are discussed in detail in the later part ot this dissertation. 

The OAA, however, is in charge ot the operational and technica1 

phases ot aviation, and inc1udes such powers as the grant ot air car­

rier operating certiticate, airworthiness certificate, 1icense ot air-

men, construction and maintenance ot airports, provision tor naviga-

tional aida, conduct ot accident investigation and other re1ated acti-

vities. 

Under Section 4 ot the Act, there is enumerated a 1ist ot guide-

1ines tor the two agencies to consider in the exercise ot their sepa-

rate tunctions and duties, as being in public interest and in accordance 

with public convenience and necessity. Each ot these goals is explained 

in this Study. 

As in the case ot any important piece of 1egislation, two questions 
75 

may be asked pertaining to the 1av. - 1. What are the conditions or 

tactors which produced the adoption ot the legis1ation; and 2. What is 

the source of the provisions incorporAted under the law. 

The basic concept of Repub1ic Act No. 776 18 taken trom the United 

States Oivi1 Aeronautics Act of 1938. However, the Act is not as com-

prehensive as the United States aviation 1av because it was tashioned 
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by the framers to suit conditions obtaining in aviation at the time. 

For sixteen years, the law haB been in force without being superseded, 

amended, revised or altered. The rules and regulations which are sup­

posed to supplement the provisions of the Act, insofar as the CAB is 

concerned, are,almost nil •. 

About two years ago, a bill was filed in Congress propos ing to 

reorganize again the CA! and the CAB and to create another agency 

called the National Aviation Commission. However, for reasons unknown 

to the writer, the bill did not become law. And, it is doubtful whe­

ther a new aviation law will be enacted in the near future. 

Nov, how adequate and how effective is the Civil Aerone,utics Act 

of the Philippines for the government of commercial aviation in the 

country alter sixteen years is the subject of the present Stu~. 
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CHAPTER V. REASONS FOR GOVERNMENT REGULATI<Jl OF AVIATION 

Air transport has been the subjeet ot !o'Yernment re!u1ation s10ee 

the beglnn1n!. The intervention by' the state 18 basei on the Gonteft-
76 

tion that the iniuat1'7 18 &ttectei vith publie interest. Others, hov-

ever, s8.7 that the iniuatry 18 a publia utility or publia se"1oe. 

It 18 vith the latter aonoept that gO'Yernmenta recul.ate ani control 

the air tras,ort iniustl7'. 

Besiies, there are still othel"s who eatertain the idea that air 

transport is a quaai~publi. utllity simp~ becauae it does not possess 

the character1stics ot a natural .onopo~, like the telephone, railroad, 

electric ity ad vatel" whel"e aan;r enterpr18es ot one kind may be too 

expansive and uneconomical for botl1 the industries and the public to ope-
77 

rate. The airline indust17 does not have the ph1'sical UlIitationa ot 

capital, ftor :I.s it required to maintain ground connections between va-

rioua tacilities. 

It 18 worthwhile to note, however, that to a laree extent all in-

dU8trial activit1es affect the interest ot the public and there are no 

s:brict criteria by which an activity maT be claas1tied as ot !eneral 10-

terest. 

One ot the pr1ma17 reasons ot the government iD regulating air 

tran~portation is to ensure 8atety. Everywhere, countries place empha-

sis and concern on th18 matter. For example, in the case ot the PhUip-



e 
-.3.3-

pines, it 1s a policy declaration to assure a high degree of safety in 

air carrier operation by laying down standar'ds and guidelines for air-

lines to follow. 

One reason why people are relue tant to travel by air despite the 

convenience of travel it affords, is the lack of assurance as to safety 

although it 1s said that air transport is the safest of travel in point 

of accident occurrence compared to other meaos of transportation. If 

no safety measures are taken with respect to air travel, the present 

state of the industr.y as one of the most progressive and fast-moving 
78 

May not be achieved. 

Economies 

Another reason for government regulation of the airline industry 

1s economics. As human activit1es become more and more complex and 

diversified, the government, which is expected to provide for the pre-

servation of peace and order and defense through the administration of 
J 

law, police and judicial measures, now provides people with a variety 
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of services. The government, in some instances, controls areas of pro-

duction where public interest is involved and tends to supervise those 

areas by private enterprise. 

It is not argued that economic conditions vary from one epoch to 

another. With the advent of the machiner.y replacing the crude methods 

of manufacturing, methods of production have undergone rapid changes. 

Businessmen tend to monopolize the market by cut-throat competition. 

However, free competition, without government regulation, is destruc-



tive and for the sake of efficiency, the government must come to aid 

for the interest of the public. 

Air transport does not posaess the natura1 monopoly characteris­

tics of public uti1ities 1ike the te1ephone, railroad, e1ectricity 

and water. Not it has the characteristics of a business to fit in a 

perfect competitive system. When the number of sellers is few, the 

resulting competitive situation is called no1igopolyn. However, if 

the product sold is the SaIne by all sellers, the situation is ca11ed 
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"homogenous oligopoly". Scheduled air transport is not a homogenous 

commodity. This is the reason why conditions of supply in a scheduled 
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air transportation are essentia1ly "oligopo1istic." 

In a competitive market where priees are identical, the tendency 

of business is to follow the low priee seller. It follows in Most 

cases that to suatain business, other sellers lower their priees ac-

cordingly. Such price differentia1 seemed 1ikely to end up in destructive 

competition. To avoid the serioua consequence of the price var, enter-

prises usua1ly resort to non-price methods of competition in the fOrIn 

of product differentiation. 

In the air1ine industry, these may be in the form of "frills lt such 

as better meals, in-f1ight entertainment, better passenger ground han~-

1ing faci1ities, attractive stewardesses even without lowering the 
82 

priees. 

But in the airline business, such product differentiation does 

not ho1d much importance. A1though the minimum sca1e of efficient ope-
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ration has increased in the modern era, small carriers are not at a se-

rious d1sadvantage as against the largest that size 1s a barrier to the 
83 

new entry. Whlle other oligopolistic industries succeed at times with-

out being regulated despite entries which May result in dest~ctive com-

petition, the nirline could not maintain such equllibrium. This 18 ano­

ther reason for the restriction of free entry in air transportation. 

In socialist countr1es, the government e.xercises control over the in-

ternaI and external affaira of the airline industr,-. The indwstr;r in such 
84 

countr1es enjoys legalmonopolT. In Qther countr1es, how8ver, the major 

airlines are whol1~ or partq cnmed by the Sta'te 'thue const1tuting as the 
85 

chosen instrument of the government. 

Govemment aubs1dy' 1s another .f'actor which subjects the airline 10-

dustry to government regulation and control. He who accepta subsidy must 
86 

accept government control. !very airline in the world 18 subsidized di-

rectl1' or indirectly. Direct aUbsid1' generally connote. a contribution as 

a gift without provision for repayment. Indirect subsidy 1s provided by 

the use of airports and navigational facilities at 1eee than cost. 

The objective of better coordination betwaen air transport services 

50 that a11 communities May benefit from the services of air carriers is 

another reason for the government regulation of the airline. In a regu-

lated air transport industry, an airline is compelled to offer such ser-
87 

vice to the public and the losses incurred are compensated by subsidy. 

The Govemment coord1nates the operation of air carriers vith 

those of surface transportation to provide an integrated system of 

transportation to the public. In sorne developed countries, coordina-
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tion between surface and air carriers has ceased to exist, but, in 
88 

developing countries, such coordination is still of immense value. 

It ls said by some economists that air transport haB little quan­

titative value in the econo~ of MOst countries in relation to national 

prosperity. In the United States, the share of the gross national 

product originating in the industry is less than 1/20 of 1%. It is 

less than 1/2 of 1% in the United Kingdom for aIl kinds of travel. 

The industry, some economlsts also say, form part of the ·social over-

head capital" - the basic element ta the growth and operation of aIl 
89 

other parts of the nation's econo~. A general feature of this think-

ing 1s that returns from investment in these activities are not neces-

sariq earned by the industry i tselt • The national economic contribu-

tion of the air transport lies on the external economies which is ge-

nerated. 

Defense 

The present administration of government seeks to identify itself 

with two objectives - the economic satisfaction of as maqy citizens as 
90 

possible and superior national defense. The economic 8atisfaction of 

the citizen is closely related ta the national economy, to which air 

transport contributes. Transportation is the pipeline through which 
91 

the blood of th.e industry flows. In the years alter the war, the es-

tablishment of a sound and fast means of transportation is the priority 
92 

in the pro gram of government for the development of the economy. 

To a layman, air transport means air commerce and air power. It 
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is associated vith the armed forces. For a country, air power 15 

the ability ta f~ vhich includes both the armed forces and air com-

merce. l'ta significance in the national defense during the war bas 

left no ground for politicians to say tbat aviation should be left 

alone by itselt for it is a vital link between var production, the 

armed forces and the var potentials just as i t links the peacetime 
93 

econ0IDY'. 

Much bas been written about air transport contribution in var and 

much 15 also remembered of the destruction it did to humanity. In al-

Most a11 coùntries, civil air transport is regulated as a reserve for 

military mobil1zat1on. One compelling reason in support of this con-

s1deration vas the support to the national defense that the production 

of additional airerait vould provide. Furthermore, it provides a re-

serve to rel1eve any deficit vhich might exist in m1litary a1rl1ft in 
94 

case of full mobilization. 

Politics 

Another important reason for the control of air transport by the 

government is the role it plays in the promotion of international re-

lations. No country can possibly stay in isolation vithout having, 

in one vay or the other, anl" form of inter-relation with other countries. 

History is replete ~ith records of nations and races that flourished 
95 

briefly because of lack of exchange of ideas. 

Especially at this modern age of air travel, the aircraft is the 

fastest means of communication between distant communities. It has 
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greatlY reduced the wor1d in size.lt has created an atmosphere 

for better understanding and co-existence. Mental reservation and 
96 

distrust have given way to cooperation. Air1ines are also consi-

dered as instrument of propaganda ot national standard or of national 
97 

ideo10 gy. Communication unites countries and transcends local inde-

pendencies, separation in a national domain resulting in language, 

racial and cultural difterences. 

The Philippines, being a country divided into more than 7,100 

islands, with 17 local dia1ects and with ditferent creeds, air trans-

portation is the onlY effective 1ink to integrate the people into a 

unitied who1e. 

Prestige 

Prestige is one ot the reasons for government regulation of civil 

aviation. Apart from the economic, po1itica1 and defense ~~ntributions 

to the country, air transport has been cons idered as an instrument of 

creating a favorable image tor the country abroad. Today, almost ever.y 

country, especially the newlY independent countries, tries hard to es-

tab1ish a national air1ine. The international service performed by 

the f1ag carrier is sometimes uncompetitive and uneconomical. In the 

words ot Stephen Wheatcroft, this airline is acting in the apparent 

conviction that the operation of international air service is in the 

sarne category as the possession of a f1ag and exch~He of ambassadors 

as external signa that nationhood have been achieved. 
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The statement that prestige is the ulttmate reason for the estab-

lishment of an airline is no longer a fact for with the increase of 

air traffic, economic and commercial considerations exercise a consi-
99 

derable influence. 

Today, air transport 1s an industry for which the flow of traffic 

constitutes an e1port product. If this product is not handled by a 

national airline, the business and the currency involved will be gained 

by the airline of another country. No newly independent nation in its 

true sense is independent unless self-su:tficient. Self-surficiency, 

however, carries vith it industrialization. A newly organized indus-

tr,y cannot profit immediately. It needs perseverance, experimentation 

and research ta realize profit. The profit or loss that a country makes 

through the air transport industr,y cannot be estimated by the airline's 

financial statement or balance sheet only. Such loss or profit are quite 

difficult ta determine sinee the industry has a remarkable contribu-

tion in the social overhead capital, employment, technological and po-
100 

litical achievements of a nation. 
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CHAPTER VI. WHY THE NEED FOR AIR TRANSPORT? 

Reference to a map will help to appreciate the need for air 

transportatio~ in the Philippines, which is a typical aviation state 

in maqy respects - geographical, topographica1, political and econo-

mie. 

The Philippines is ideally located in the air route between the 

East and the West. By air, it is soma 15 hours by jet from Canada and 

the United States and about 17 hours to Europe. The country lies 600 

miles off the southeast coast of Asia and 15 degrees above the equator. 

It is a neighbor to Korea, Japan and Formosa to the north, Borneo to 

the south and Vietnam and Thailand to the West. The vast Pacifie Ocean 
101 

laps i ta eastern seaboarci. 

The Archipelago consists of more than 7,100 islands spread out 

like emeralds on the sea along the l,OOO-mile north and south latitude 

and across its widest 605-mile east to west girth. The irregular 

coastline of 10,850 statute miles is double that of the worldls largest 

international boundary - that of Canada and the United States stretch-

ing from the Atlantic line to the Pacifie Coast. 

The country has a total land area of 116,000 square miles, scat-

tered, dis continuoUB , predominant~ hi~ and mountainous. Land mass 

is heavily concentrated in the two largest Islands - Luzon in the north 

and Mindanao in the far south. The population is about 32,000,000 and 
102 

population density is 97.4 persons per square kilometer. 

To tourists, the "Pearl of the Orient Seasll is beautiful. It is 



blessed by nature with two wonders ot the world - the peerless Mayon 

Volcano in the Bicol region and the panoramic Banaue riee terraces 

in the Mountain Province in the north, (Figures 3 & 4). 

The Philippines beeame independent on July 4, 1946. As a deve-

loping country, it is tast acquiring a place tor itselt in the commu­

nit y ot nations. It is a regular member ot the United Nations Organi-

zation, in vhich, as said earlier, the Philippine Ambassador Carlos P. 

Romulo became a renowned figure. A Filipino is a magistrate in the 
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International Court ot Justice and in the association ot vorld airlines, 

the President ot Philippine Air Lines vas president last year. 

As to the communications system, the Americans laid the system 

ot transportation. Placed end to end, the highway system vould circle 

the coastline 4-1/2 times. But, over 1/2 ot this system is laid out 

in Luzon unconnected to other provinces in the central and southern 
104 

part ot the countr,y. 
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Four years,&go, the countr,y licensed 820 vessels tor coastwise 

shipping. Nevertheless, vith the slow-moving watercratt, it took 2 

to 3 days to go trom one island to the other. 

The airplane is the most expedient and ettective link between the 

island provinces. Air transportation, as a means ot travel, gained ra-

pi~ the patronage ot the people as a fast and reliable means ot trans­

port. PAL alone carried more than 1-1/2 million domestic passengers 

last year. There were s imilar increases in the volume ot mail and 

cargo carried. These are indications that the trend will require more 



and more demand tor the convenience and speed of air transport for 

trade and communication. 

Domestic air transport needs are provided by Ph~ippine Air Lines, 

Filipinas Orient Airways, !ne and Air Manila, Ine •. and a number of 

non-seheduled air carriers using less than l2,.$OO-lb. airerait. Do-

mestic air ~ansportation is handled by 71 national airports and pri-
106 

vate airtields. ManUa has direct seheduled service to more than 30 
107 

cities and more than 20 eountries. 



PART II. ORGANlZATION, FONCTIONS AND DUTms 

CHAPTER VII. THE CIVIL AEROOAUTICS BOARD 

Nature or the Orfice 
108 

Like the United Sq,tes Civil Aeronautics Board or the Air -Trans-
109 

port Committee of Canada, the Civil Aeronautics Board of the Philip-

pines is the chief instrument of control of commercial aviation. It 

ia an administrative body vested vith quasi-judicial, quasi-legisla­

tive and quasi-executive pavers unlike the United States Civil Aero-

nautics Board which is not an agenc,y under the executive branch of 
110 

the United States Government. 
III 

Similar also to other administrative bodies in the Philippines 

with adjudicator,y powers like the Securitiea and Exchange Commission, 

Social Securities Commission or the Workmen's Compensation, but unlike 
112 113 

the licensing authorities in the United States, Canada or the United 
114 

Kingdom:, the decis ions of the Civil Aeronautics Board, except those 

decisions with respect to the issuance of a permit, are appealable only 
11, 

to the Supreme Court. 

The Civil Aeronautics Board is not under the control of any of 

the executive departments unlike the Civil Aeronautics Administration 

which is under the supervision and control of the Department of Pub-

lie Works and Communication. It is said ta be under the Department 

of COlTlIllerce and Industry for budgetary purpose only. In contrast vith 
116 

the United States counterpart, .,but similar ta the Air Transport Licen-
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117 
sing Board, the Civil Aeronautics Board submits the annual report to 

118 
the President. 

The principal office of the Board iB in the City ot Manila. Again, 
119 

like the United States Civil Aeronautics Board or the Air Transport 
120 

Committee, the Board holds hearincs at such time and place within the 

Philippines as may be provided in writinC. OrdinarilT,the meetinc 

18 held once a week except in emercenc7 cases. 

In the performance of iu. dutiea, tàe Board 18 us18ted by a tecll­

ni081 staff and permanent employeeè appointed in accordance with the ci-

vU service rules. -rhe administrative head 18 the Executive Director. 

The Board SecretaI7 records a11 proceedings, takes charge of and lee.pa 
121 

a11 papers, and perform other duties as Dlay be prescribed. 

With the approval of the President ot the Philippines, the Board 

may engage temporarily the services of d~ qualitied consulting engi-

neers and agencies or other qualified persons as may be necessar.y and 

fix their compensation without regard to civil service rules and regula-
122 

tions. The United States Civil Aeronautics Board has a similar authority 

as the Philippine Civil Aeronautics Board. The Canadian Transport Com­

mission, however, bas a staff which performs the office and field func­

tians of the Commission. 

The office and field actiTities of the Board are handled by six 

divisions, each further divided into sections. - 1. Office of the 

Board Secretal"11 2. Administrative Division; 3. Air Operations Divi­

sion; 4. Air Carrier Accounts Division; $. Legal Division; and 6. 

Hearing Examiners Division (Figure $). 
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Office of the Board Secretar,y 

The Secretar,y of the Board records the formal actions of the 

Board; processes and reviews petitions as to accuracYI form and con-

tent and authenticates for official purpose documents released by 

the Board. He compiles agenda of matters for present,ation ta the 

Board for formal action; records and transmits action taken; drafts 

opinion, orders, permits, resolutions and prepares minutes of Board's 
123 

meetings. 

Administrative Division 

The Division provides the budget, fiscal, management, personnel 

and other administrative services; studies and prepares the annual 

appropriation; develops the Board's annua! fiscal plan and maintains 

administrative control of expenditures and plans management techniques 
124 

and improvement in policies and procedures. 

Air Operation Divis ion 

The Divis ion, which cons iste of the Air Carrier and Service Sec-

tion and the Air Rate Section, provides technical and expert advice to 

the Board on rates and route policies, both international and domestic. 

It prepares and promulgates procedures and regulations on airline route 

and rate structure and operational practices. It also ana~zes, eva-

luates application for approval of rates, routes, tariff,'frequencies, 

schedule, change of equipment and service and conducts market research 
125 

on traffic movement. 
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Air Carrier AccountsDivision 

The Division administers accounting and reporting regulation 

of a11 domestic and foreign air carriers operating in the Philip-

pines; makes regulations related to general accounting and statistical 

reporting programs; provides expert advice on aceounting, auditing 

and statistical matters; conducts field examination of accounts and 

records of air carriers; designs and develops a uniform system of 

accounting and financial reports and conducts comprehensive surveys 

and studies related to the development and regulation of civil avia-
126 

tion. 

Legal Division 

The Division provides legal advice to the Board ~garding poli-

cies and procedures, in economic proceedings; ana~zes and evaluates 

and recommends action on contracta and agreements entered into by air 

carriers; represents the Board in court hearings; conducts legal stu-

dies on matters of interest to the Board; participates in drafting air 

agreements; represents the Board in air negotiations and institutes 

enforcement proceedings in connection with the economic regulatory 
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activities of the Board. 

Hearing Examiners Division 

The Division conducts formaI hearings or proceedings on app1i-

cation for certificates of public convenience and necessity, amendment 

of permit, schedules, increase or decrease in rates; administers oaths, 
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examine vitness, issues subpoena, rules on motion and regulates the 

course and conduct ot hearings and submits e%81Iliner's report to the 
128 

Board tor deciBion. 



-48-

CHAPTER VIII. COMPOSITION OF THE BOARD 

The Civil Aeronautics Board is composed of the Secretar.y of Com-

m.erce and Industry as Chairman, the Civil Aeronautics Administrator, 

the Commanding Officer of the Philippine Air Force and two other mem­

bers appointed by the President of the Philippines. In case of ab-

sence or incapacity of the Secret~ of Commerce and Industry, the 
129 

Civil Aeronautics Administrator acts as Chairman. 

In case the Undersecretar,y of Commerce and Industry anq/or the 

Deputy Administrator act in stead of the Seeretar,y of Commerce and In­

dustry and/or Administrator, respective~, they sha11 hold office 

and be entit1ed to per diem for each meeting actua~ attended. 

No member of the Board sball have any pecun1ar,y interest in, or 
130 

own any stock or bond of any civil aeronautics enterprise. The 

Cbairman and two members of the Board constitute a quorum to trans-

aet business. A majority vote of the members constituting a quorum 

is necessary for a valid and enforeeab1e decision or order of the 

Board. 
131 

A tie vote is referred to the President for decision. 

Comparison with other Air Transport Regulator,y Agencies 

United states 

The United States Civil Aeronautics Board has five members ap-

pointed by the President, by and vith the advice and consent of the 

Senate, for a term of six years, beginning upon the expiration of the 
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term for which their predecessors vere appointed, except that aqy 

pers on appointed to fill a vacancy occuring prior to the expiration 

of the term for which his predecessor vas appointed shall be appointed 

on~ for the remainder of such term; but upon the expiration of the 

tarm of his office a member shall continue to serve untU his successor 
132 

is appointed and shall have qualilied. 

The mambers of the USCAB May be removed by the President for inef-

ficiency, neglect of dut y, or malf'easance in office. No more than 

three of the members are appointed from the sarne polltical party. 

The President designates annua~ one of the members of the Board to 

serve as Chairman and one of the members ta serve as Vice-Chairman, 

who shall act as Chairman in the absence or incapacity of the Cha1r-
133 

man. 

The members of the USCAB are appointed vi th due regard to the1r 

fitness for efficient dispatch of the powers and duties vested in 

and imposed upon the Board by the Act. No member shall have any pe-

cuniary interest in, or own arv stock or bond of any civil aeronau-

tics enterprise, or engage in any other business, vocation and employ-
134 

ment. Each of the members is a citizen of the United States. 

Three of the Board members constitute a quorwn. Its principal 

office is in the district of Columbia where its general sessions are 

held, but whenever convenience of the public or of the parties may 

be prevented, the Board May hold hearings or other proceedings at any 
135 

other place. 



· United Kingdom 

The Air Transport Licensing Board consista of not lesB than 6 
1.36 

nor more than 10 members appointed bl" the Minister, who also appoints 

2 of those members to be Chairman and Deputl" Chairman. There is no 

qualification for membership in the Air Transport Licensing Board. 
1.37 

There are 9 members of the ATLB at present. 

The Chairman, the Deputy Chairman and all other members hold 

and vacate office in accordance vith the terms of the instrument 
1.38 

appointing them. In case of temporary diBab ili tl" of the Chairman 

or Deputy Chairman to discharge the function of his office owing to 

illness or any other cause, the lUnister May appoint some other members 
1.39 

to act for the tilDe being in place of the Chairman or Deputy Chairman. 

If the Minister is satisfied that a member of the Board has been 

absent from meetings without permission for a continuous period ex-

ceeding six monthe; or has become bankrupt or made an arrangement 

vith creditors; or by resson of illness or any other cause become una-

ble or unfit to act as a member, the Minister may by notice declare 
140 

that the person'B office as a member to have become vacant. 

No person, vith any interest, whether as a shareholder or other-

wise, in the business of an operator of an aircraft or of the holder 

of an airdrome license, shall aet as a member of the Board unles6 he 

has declared his interest to the Board and to the Minister. If the 

Uinister is satisfied that, by reason of that interest or of any failure 

to so declar.e such an interest, it i8 right and proper so to do, he 
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may de clare the person1soffice as vacant. 

The ATIB acte in spite of a vacancy in the membership thereof 

and no act may be invalidated by reason of any irregularity in the 

apppintment of any member or by any person irregular~ acting as a 

member. 

Canada 
141 

The Air Transport Committee, which :I.s in charge of air transport 

under the Canadian Transport Commission, replaced the former Air Trans-

port Board. The Air Transport CODDllittee has three commissioners. They . , 

are appointed by the Governor in Council and hold office during the good 
. 142 

behavior fora period of ten years, but May be removed for cause. 

Any retiring member is eligible for reappointment. Each member may 

hold office up to the age of 6$ but ceases to hold office upon reac~ 
143 

ing the age of 70 years. 

The Governor in Council designates one of the members to be Chair-

man. If any member byreason of absence or other incapacity is una-

ble to attend at any time to perform the duties of his office, a tempo-

rary substitut,e member may b e appointed upon such terme and conditions 
lU 

as the Governor inCouncil May prescribe. 

No member of the Board shall direct~ or indirectly engage in 

the manufacture or selling ofaircraft cr in the transport of passen-

gers or goods by aircrait for hire or reward, nor shall be a share-

holder, member, director or partner of any company, association or 

tirm engaged in manufacturing or selling airerait or in the trans-
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145 
port o~ goods or passengers by aircrait tor hire or reward. 

Egypt 

The Supreme Board ot Civil Aviation is responsible tor the de-

velopment ot civil aviation and air transport. The eleven members 

are appointed without regard to qualification. Its tunctions are too 

broad and the relation with the Department of Civil Aviation is not 
146 

well detined. 

Thailand 

The Civil Aviation Board of Thailand bas no more than seven mem-

bers' excluding the Minister ot Communications (Ex-Oficio Chairman) 
147 

and the Vice-Chairman. All members except the Chairman hold office 

tor a term of tour years and are on~ relieved trom oftice betore 

the expiration of the term tor death, resignation or retired b,y the 

Council o~ Ministers 

The "Boardlt or "Commissionlt system of regulating the economic 
148 

aspect of aviation is not found in Japan where the Minister ot Trans-

portation pertorma all licensing activities and the technical and 
149 

the operation, and Hungar,ywhere the combined functions ot the eco-

nomic and operational are merged in the Civil Aviation Board. 

Appointment, Tenure and Removal of Board Members 

While the tive meIDbers ot the Board are considered large enough 

to bring into play a variety of viewpoints in tormulating decisions 

or arriving at conclusions, but an overwhelming ot individual preju-
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dice 18 still amall to avoid unwieldiness, yet 18 18 observed that 

it 18 the unique board among the many regulatory agencies not even 

one of the members served on full-time basis. Under the law, unlike 

the licensing offices in the United States, Canada and Thailand 

lIhere the Board members are appointed with fixed tenure of office 

and removable only for causes apecif'ied in the respective lava, the 

membera or the Philippine Civil Aeronautics Board are appointed by 

the President, but without fixed term of office and removab1e at his 

p1easure. 

Comments and Suggestions 
1,1 

WhileOthe Philippine Constitution expresslT provides that the 

entire executive power is vested in the President and in the exercise 

of such power, he has the right to remove exeeutive ofricers appointed 
1,2 

by him as being incidenta1 to the exercise of such power, the reasons 

which give the President authority to dism1as subordinate emp10yees 

(at p1easure) do not apply to orficiaIs whose discretion 18 not sub-

ject to hierarchical direction like the Civil Aeronautics Board. 

The President controIs those actually eng~ed in the executive 

tasles like the department secretaries, but this 18 not true of offi-

ciaIs not performing executive functions and not exercising executive 
1,3 

duties vested by the Constitution on the President. 

The Civil Aeronautics Board 18 vested with an important power 

which is judicial in Dllture. Its characteristic common vith the 
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the Securities and Exchange Commission and. the Public Service Com-

mission of the Philippines, the Federal Trade Commission and the 

Interstate Commerce Commisaion of· the United· Statea, and other aim1-

lar agenciea in other countries, 18 the power to hear and adjudicate 

cases in their rë8peci,iTè t'i=lÔlS gt competence. The exercise of this 

power, hovever, is beat performed in an atmosphere of independence ra-

ther than be1ng subject to ext&rnal control. This ia the reason whT 

quasi-judicial qencies are not under any ot the executive departments. 

Coneress, in giving quasi-judicial bodies lite the Civil Aero-

nautics Board freedom and independence, considera paramount the right 

of the ci t1zen to a fair and impartial hearing of his case. If the 

President can remove aoy member at h.is pleasure and to decide cases 

in case of a tie vote, then the CAB w111 have the appearance of sim-

plT an office under the President and it will be dif'ficult for the 

Board to resist effectively the President's will for it is evident that 

one who h01ds office during the p1easure ot another cannot be depended 
lSb 

upon to maintain an attitude of independence against the latter 's will. 

Hovever, this is not the intention of Congress. The intention 

is to create an agen~ with tull independence not only in practice 

b~t in 1ega1 principles. 

B. Schwartz, in his commentary on the Constitution of the United 

States, stated that the President does not have the un1imited power of re­

moval of members ot a quasi-judicial boqy which he bas over officera ap-

pointed by him. On the contrary, in case of quasi-judici.a1 ageneies 
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the Pres ident' s power vas restrict8d to removal t or cause provided 

in the statute. The power creating quasi-judicial bodies requ1ring 

them to act in the dis charge ot their duties independentl,., carried 

vith it the authoriv to th the period during ~lhich th. members 

shall continue in oUice and torbid tbeir removal except tor cause. 

Nevertheleas, in a case wbere the lav bas not made provision 

vith respect to security" ot tenure, and whUe it may be thoùcht that 

the members are removable at ~ime b;y the President, the position 

i.e tbat the;y are removab1e b;ythe President on~ tor cause. The 

key element is the power contided to the particu1ar ageney-, not the 

1" tact tbat Congress has been silent on the aubject ot removal. 

It vould be in the best interest of the Civil Aeronautics Board 

in particular and the aviation industry in general if the members ot 

the Board could be appointed vith tixed tenure ot otfice, or simUar 

to judges removable only on spec1tied grounds to give continuit;y te 

the regulative traditions. 

Povers and Duties of Board Membel'8 

The Civil Aeronautics Board performs a variet1' ot functions -

quasi-executiTe, quasi-legislative and QJ.fSi-judicial. For the tull 

realization ot statutor.y objectives, they must h01d office on tull-

t1me basis similar to other members ot other regulatory &gencies. 
, 

Under the present structure, a small portion ot their time 1s availa­

ble tor JDOst of them are top government officials vith multifarious 

duties. 
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The CAB 18 a poliCT-making body. It has the eomplu tuk of 

formulatinc aviation polle18s. This iDvolves balaneiDg of rigàts 

and interests and necessar~ requires time for deliberati~nl ex­

pertise and experience in aviation., !sida trom tAe statutor,y obli­

gation to hear cases, unlsss delegated, members partieipate in de­

e:Laion-makingl ne&otiate agreements, make dee:Laions for the adminis-

trati .... e staff and other aspects that are neeessary for the matnte-

nance of continuity in the office. In addition,theyengage in,pub-

lie relation activitiesl consult members of the industr;y, c;:ommunity 

representatives, members of Congressl government offieials and other 
156 

persons.· 

With these duties, there is no time for indspendent res.arch and 

study in the standard vork-veek. In the lieensing vork alon., faetual 

questions, economic statistics and data and the eoncomittant legal 

and policy questions ar1sing therefrom must be caref'ul.l7 weighed and 

seriously eons idered to render an impartial and intelligent dee :La ion. 

The faetual questions, hovever, mal" be ansvered b;y records in th. of­

fice, but the members have no signif'icant contact vith the data. 

The Board bas insutfieient time also to examine and cons1der the 

records or to resolve conflicting claims, reeoneile or discern partial 

trutha or differences of approach and emphasis. Moreover, personal 

assistants are of little help to the members because they are also 
157 

swamped vith administrative details. These are the profound dUficul-

ties on the vay of the Board in formulating sound and vell-considered 

decisions. 



The writer bas described above ·;the complexity and magnitude of 

the responsibUit1es of the membera of the Civil Aeronautics Board. 

These responsibUities cm on11' be accomplished b1 a f'ull-tt. Board. 

Absence or Incapacit1 of Chairman in Board Meeting 

Ordinar1q, the Board meete once a week. The Chairman and two 

members cODstitute a quoZ'Wll. A majority vote of the membere present 

1s necess&r,y for a valid dec1sion. In the absence or incapacity of 

the Secretary, the Adininistrator shall act as Chairman. However, 1t 

is provided further under the law that the Undersecretar,y of Commerce 

and Industry cao act in stead of the Secretary in case of the latter' s 

absence or incapacity. 

In a case where the Secretar,y 1s absent or incapacitated to at-

tend a meeting, the que17 1s: Who w1ll act as Chairman when both the 

Undersecretary and the Administrator are both present? This matter 

18 not clearl1' thrashed in the hw. The Board at t1mes is confronted 

w1th simUar problem, and in thiB case it is the v1ew of the wr1ter 

that the Undersecret.&ry and Dot the Administrator shall act .., Chair-

man. For, whenever the Undersecretar,r sits as a member, he acta in 

no 18sser capacity than the Secretary. To allow the Administrator 

to Act as Chairman in a meeting where the Undersecretary 1s present 

in place of the Secre~, would relegate the Undersecret&l7 ta the 

post of an ordinary Board member, which situation 1s Dot contemplated 

under the Act. Even in the government hierarchy, the Undersecretary 
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Undersecretary and the Administrator are both present? This matter 
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man. For, whenever the Undersecreta.r," sits as a member, he acta in 

no lesser capacity than the Secretary. To allov the Administrator 

to act as Chairman in a meeting Where the Underaecretary is present 

in place of the Secretary, would relegate the Undersecreta.r)" ta the 

post of an ordinary Board member, which situation is not contemplated 

under the Act. Even in the government hierarchy, the Undersecretar,y 
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occupies a higher position than the Administrator. 

Under the Federal Aviation Act of 1958 of the United States, "the 

1aw on the reso1ut10n of questions arising from the uabsence or inca-

pacitytt of the Chairman is quite simple and c1ear. The President de-

signates annuall.y one of the members to serve as Chairman and one of 

the members as Vice-Chairman, who shal1 act as Chairman in the absence 
158 

or incapacity of the latter. 

In Canada, the Governor in Council designates one of the members 
159 

of the Committee as Chairman. If any member of the Board by reason of 

absence or other incapacity is unab1e to attend at anytime te perform 

the cluties of his office, a temporary substitute member May be appointed 
160 

upon such terme and conditions the Governor in Council may prescribe. 

In the United Kingdom, the Minister appoints two members of the 
161 

Board as Chairman and Deputy Chairman. If the Chairman and Deputy 

Chairman are temporarily unable to d ischarge the functions of their 

offices due to illness or any other cause, the Minister May appoint 

some other members to act in place of the Chairman or Deputy Chairman, 
162 

as the case May b e. 
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CHAPTER IX. DECIARATION OF PRINCIPIES 

The Philippines has almost similar aviation goals as the United 
163 

States. The United Kingdom, however, has no positive policy state-

ment for the Air Transport Licensing Board. The ATIB forDIS its own 
164 

views on desirable policy especial~ in the absence of precedents. 

The Civil Aeronautics Board and the Civil Aeronautics Adminis-

tration are required ta consider the following, among others, as being 

in the public interest and in accordance with public convenience and 
165 

necessity. 

(a) The development and utilization of the air potential 
of the Philippinesj 

Ch) The encouragement and development of an air transpor­
tation system proper~ adapted to the present and future 
of foreign and domestic commerce of the Philippines, 
of Postal Service, and of the National Defense; 

(c) The regulation of air transportation in such manner as 
to recognize and preserve the inherent advantages of, 
assure the highest degree of safety in and foster 
sound economic conditions in such transportation, and 
ta improve the relations between, and coordinate trans­
portation by air carriers; 

(d) The promotion of adequate, economical and efficient ser­
vice by air carriers at reasonable charges, without un­
just discriminations, undue preferences or advantages, 
or unfair and destructive competitive practices; 

(e) Competition between air carriers to the extent necessary 
ta assure the sound development of an air transportation 
system proper~ adapted to the need of the foreign and 
domestic commerce of the Philippines, Postal Service and 
the National Defense; 

(f) To promote safety of flight in air commerce in the Philip­
pines; and 
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(g) The encouragement and development of civil aeronautics. 

MOst of these statement of policies are the principal goals with­

in the jurisdiction and competence of the Board. Each of these goals 

may be val id although at times one may conflict with some other valid 

goals. For example, the present and future of air commerce may cali 

for a different policy. Or, what if "sound economic conditions" re-

quire priee discrimination? Despite the eonflict, the Board, how-
166 

ever, 1s given freedom as ta which ones it m~ pursue. 

Concept of "Public Interest" 

The concept of ItPublic Interestn originated in the Western law. 

It relates to the economic and legal rights of the people with the 

government as the guardian of the rights. It serves as a basis for 

determining public policy. 

To economists, the consumer's satisfaction and the efficiency with 

which ~uch satisfaction is served is the main public interest. Nations 

are assessed in terms of the rising standard of living and the econo-
167 

mie satisfaction of the citizen as much as possible. 

To politicians, public interest, however, is equated to the majo-

rity. It manifests itselt in the statements of public off1cial8 who 

influence public policy. The distribution of government benefi ts ta 
168 

a11 the members of the community is public interest achieved. 

It also consists of positive and negative acts. Examples are 

the provisions of goods and public services by the government and the 
169 

police power of the state, respective~. Whenever defined in a sta-
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tute, such statute requires the execution of the law in the public 
170 

interest, convenience and necessity. 

Pragmatically, it emerged as affecting certain industries whose 

operation have concerned more than the interest of the owner, compe-
171 

titor, employees and imrnediate customers. 
172 

The term "Public Intereat" has no universal definition. 

When courts app~ criteria to public interest, it resorts ta economic 

measures. Thus, if one has permission to operate a business and he 

happened to be the on~ one wi th whom the public can deal, his business 

is said to be affected with public interest. He must deal with the 
173 

people in reasonable terms. 

For there to be public interest, therefore, there must be cl08e 

relation between the public and those engaged in it and raise atfir-
114 

mat ive obligation to be reasonable in dealing with the people. 

In air transportation, however, .there ia public interest in a 

"system that ia oriented to customer and operated to carr,y traffic 

where it vants to go with adequate quantity and quality of service 

justified by economic demand and at the lowest priee with efficient 

profitable air carrier operation contributing to national growth.-

The totality of public interest in this case 16 the net resultant 

of aIl various forces working in various directions. There is no pre-

cise yardstick to me as ure exactly public interest in aviation. It 

is a matter of balancing aIl factors in a given situation which aid 

in air transport development in accordance with polieies laid down 
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175 
as agaiDst any adTers. effect which it ma)" have upon such development. 

This is the reason why' agencies clothed vith power of determiD1nc pub-

lie intereat have broad procedural povers of investigation and 1n-
176 

qu1r7. 

For instance, 10 a case whera titere 18 sutfic1ent traf'!'ic to sup­

port competitive service, the presumption iD favor of competition 18 

not alvaJ8 conclusive. other factors such as operating cost, traf'fic· 

potent1al, benefit to the public, floanci&! condition of the carrier 

and other tactors contributing to constant 1.mprovement ot air trans-

port must be considered in public loterest. On the other band, to 

I1m1t at t1mes air transportation to one carrier would place upon a 
177 

amall group responsibUit)" for hand.ling mattera ot national importance. 
178 179 

Sl.JDilar to the United states, C~ada, and Ireland, but unl1ke the 
180 181 

United Klogdom and GermaDT, public loterest 18 the foremost conc.rn of 

the CivU Aeronautics Board •. 

Meaning of Phrase aConvenience and Necessityu 

The term ItConveniencelt 18 interpreted on the basis ot whether or 
182 

not a proposed service 15 fitted or suited te the need of the public. 

lINecessit,... as interpreted, connotes a detinite need for transporta-
183 

tion service in a communit)" vbere no reasonable service exista. 

S1m11ar to ·public loterest", the term "public convenience and 

necesait)"1t 1s not susceptible ot exact detinition. lts meaning 18 

large~ ascertained b)" reterence to the context and objectives ot the 
184 

particular .tatute in which the term 18 us.d. 
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Under the Philippine Law, the sources of these objectives are 

the declaration of policies under Section 4 of the Act, each of which 

is discussed below. 

In determining convenience and necessity, regulator,y agencies are 

given freedom· ta determine the public need through the exercise of 
IB5 

reasonable judgment and knowledge of the public utility they regulate. 

It is presumed to be an expert on its own field of activity, a statua 

acquired on~ from the thorough knowledge of the indust17. It is ex­

pected to deal with the manifold aspects of the industry dai~ in the 
IB6 

administration of the law and award of decisions.· 

Goals of the Civil Aeronautics Board 

1. Development and Encouragement of Air Transportation System ••••• 

Of aIl the factors in Section 4 of the Act which are being con­

sidered as in public interest and in accordance with public convenience 

and necessity, the JOOst comprehensive 18 the uencouragement and deve-

lopment of air transportation system properl,y adapted ta the present 

and future need of foreign and domestic air commerce, of Postal Ser-

vice and of National Defense. ft AlI other factors like fostering sound 

economic conditions, improvement of air carrier relationship and coor-

dination of operation serve only to complement or point out the vay 
187 

to achieve the goal. 

In foreign commerce, it is the objective to have a Philippine 

flag carrier that is economical~ healthy and growing and that will 

promo te the present and future needs of foreign trade, international 
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obligation, national detense and sound econ0ID1'. The Philippine need 

in f'oreign commerce 18 an international f'lag carrier or a system ot air 

transport that 18 tast, asaured and at the lowest teuible rate. 

The national detense requ1rement of the Islands requ1res an air. 

lin. operation to the out~in& cities and communit1es in constant pre-

paredness and readiness in case ot national emergenoy. 

To toster international relations and enhance prestige abrGad, 

foreign operations should be undertaken br an airline or airline. 

bearing the Philippine tlag vith Filipino pilots and crew as much sa 

possible. Besides, the local econoDl1 demanda that airline operation 

will pro duce expanded employment potentials, capital. investDlant" ta. 

cilities and opportunities to help increase national production. 

To achieve the aspired goal in international air transport 18 

ditticult and disheart&ning at times in viev ot the competitive d18ad. 

Tantage ot the Philippine fI&« carrier in competition with other in­

ternational airlines. The Philippines dealB vith toreign COTernmeny 

and people who are sovereign in their ovn spheres and JDOst olten, 1t Ü 

extremelT d1tticult to obtain concessions in ita tavor. 

In viey of economic pressures, tbe Philippines somet1mes traded 
188 

aviation values tor tourism and revenue. Route. vere granted to to-

reign airlines vi thout rec iprocal exehanp of air serYices in tU in-

terest ot tourism and other economic considerations. The bargaining 

position ot the Philippines in the negotiation tor intern~tional 

rights is in some cases veak due to the meager traitic originating 
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from the Philippine market. However, be that as it may, the Philip-

pinesshould strive to bargain for routes,. rates,.capacity and traf­

fic most favorable to the flag carrier. 

Recent~, the Philippines has adopted the policy of welcoming 

airlines of all countries on the basis of mutual exchange of firth 

freedom rights - a policy no more and no less to be expected of a 
189 

sovereign nation. 

In the domestic field, the need of local commerce and trade 

must be sarved by economically sound airlines, profitable route 

structure establishad by a system of permits and operated private~ 

owned airlines. A number of factors must be considered in the grant 

of permits such as the traffic potential of stations served, density 

of route traffic, distance of hauls, types of service and kind o~ 

equipment. 

The national defense goal, however, should be geared to cases 

where, in case of emergency, there should be an adequate" immediate 

and responsive air transport with skilled personnel available as a 

direct military transport auxiliar,y. 

2. Inherent Advantages of Air Transportation 

The Civil Aeronautics Board is charged vith the regulation of 

air transport in such manner as to recognize and preserve the 1nhe-

rant advantage of air transportation such as speed and the ability 

to operate from point to point in a straight line without regard to 
190 

surface barrier. 
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Air transport, in this case, shou1d be a110wed ta exert the 

full effort of its inherent advantages by the greatest practica1 

influence of the economic forces in a free enterprise system. Each 

mode of transport should be permitted ta compete on its inherent 

economic merits for passengers to have freedom of choice. The go-

vernment, for this matter, shou1d not favor any particular trans-

portation, but must side with no one by app~ing the uniform prin-

cip1es of regu1ation. 

3. Sound Economie Condition in Air Transportation 

The achievement of sound economic condition of air transporta-

tion 15 a1so a goal. There should be access to a11 areas under con-

ditions permitting recovery of costa, under efficient, honest, econo-

mica1 management including a fair rate of return to provide equitab1e 

competition for capital, labor, technica1 progress and contribution 

to aound national economic growth. It must possess an equitab1e oppor-

tunity to obtain requirements from the competitivE' pool of financial 

and manpower resources in the Philippine free enterpr15e society. 

The determinants in air transport financia1 suc cess are route struc-

ture, choice of airerait, fixing the order of magnitude of its 8X-

penses and quality of management and fixing how much of its potential 

~ actual~ realized. 

4. Service by Air Carriers 

The improvement of relationship between and coordination of 

transportation by air carriers i5 another goal. Efficient and economi-
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cal service must be aspired. The carrier management must be given ma-

ximum opportunity for individual initiative in developing sufficient 

and economical service, while government regulation should be limi-

ted to a minimum of controlB and should on~ establish basic rules 

and standards. 

5~ Reasonable Charges 

Air transport rates and fares should be as low as possible con-

sistent with economic carrier costa and fair rate of return. Cost 

finding is the starting point in rate-making for the air carriers. 

Cost May vary from short run, long run, f~ allocated or incremen-

tal, cost to the carrier or full social cost. One of the key deter-

minants in cost is load factor. Capacity in excess of what is needed 

to handle demand is uneconomical. The passenger and the cargo are 

two major cost areas. For passenger, it embodies cost differentia1 

by quality of service difference, reservation, ticketing, food, space, 

speed and type of equipment and special services; whereas, cargo in-

cludes handling, line-haul operation, size of shipment, number of 

places, densit,y, f100r space, special handling, directional or sea-

sonal movement, regularity of shipment and paperwork. 

6. Competition to the Extent Necessar.y ••••• 

Normal~, optimum competition in each major passenger market is 

two strong and stable carriers. The Philippine policy of free enter-

prise in the domestic air transportation, in the view of the writer, 
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must be changed. Economie wastas brought about by excessive com-

petition should be avoided. In air transportation, the government 

has the final power over management authority and those to enter 

the field of competition. Merger, agreements among air carriers 

and deceptive practices to promo te monopo~ to stitle competition 

should be discouraged. Air carrier agreements are on~ desirab1e 

to the extent that they will provide better transport and lower rates 

to the public and produce effective~ balanced competitive system. 

7. Promotion of Safety 

This is more of a function of the Civil Aeronautics Administra-

tion. 

Povers and Duties of the Civil Aeronautics Board 

1. Licensing of domestic air carriers and with the approval of 

the President, international air services operated b.r the 

Philippine and foreign air carriers; 

2. Regulation of fares and rates for the carriage of persons, 

property and cargo; 

3. Participation in negotiation of air agreements between the 

Philippines and other governments in exchange of rightsj 

4. Approval and disapproval of marger and control of inter-carrier 

agreement affecting air transportation; 

5. Regulation of air carrier accounting practices and development 

of air carrier reporting system; 
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6. Maintenance of public record of tariffs, scbe~ules and other 

materials required to be filed by air carriers; 

7. Enforcement of the economic provisions of Republic Act No. 776; 

8. Authorization of navigation of foreign aircraft in the Philip-

pines; 

9. Determination of probable cause of aircraft accident; 

10. Adjudication of appeal from the safety enforcement decision 

of the Civil Aeronautics Administration. 
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CHAPTER X. LICENSlNG OF DOMESTIC AND FOREIGN AIR CARRIERS 

Licensing Process (Domestic Air Carrier) 

The licensing of domestic air carriers, whetber for domest1c or 

international air service, is the principal.fW1ction of the CivU Aero­

nautic8 Board. A license :1,., iBsued by the Board in the fom of a 
191 

"Cert1f1cate of Public Convenienc. and Necessity." This Cert1ficate 

18 a privilege, not a right, granted by the government in the exerc ise 

of its fW1ction 'of ensuring the orderly deve10pment of air transporta­

tion and is exercisable by the licensee subject ta certain limitations. 

Domestic air carriers, more particularly', are certif'icated by the 

Board if the applicant is fit, willing and able and the proposed ser-

vice is required by public convenience and necessity. The test of the 

capabilit,y of applicant to operate the proposed service involves asses._ 

ment of the organizational basis of the petitioner, his conformity with 

the various le gal regulations relating to certif'icated service, adequacy 
192 

of finar.~1al resources and the plan ta conduct the serv:';'ce applied for. 

Within this legal framework, domestic transportation in the Philip-
193 

pines developad into three categories.- 1. Trmlkline, (Figure 6), Se-
194 195 

condary Route, (Figure 7) and Feeder Route (Figure 8). Servicing each 

of these routes poses a continuing problem ta the Board. 

Application for Permit 

Request for air transportation permit is made by fi1ing a ver1.fied 
196 

application in writing with the Secretary of the Board. The application 

shall contain the followÙlg: 1. Name and address of the applicant; 
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2. Nature ot the organization, whether individual, partnership or cor­

poration. etc.; 3. Name of state where organized in case ot foreicn 

airline; 4. Statement that the applicant is a citizen of the Philip­

pines; S. Certification of route desired indicating t.ype of servic., 

vhether passenger, mail or property or vhether scheduled or non-ache. 

duled; 6. Identification ot the route, terminal and origin; 7. Map 

showing the points and what aircrait are to be used and whether i t 18 
197 

owned by the applicant or note 
198 

The application must be accompanied by proof of service upon in-

terested persons as the Board shall bl' reculation require. Upon fUine 

of the application, The Board gives notice ther.ot to the public by 

posting a notice of such application and bl' publicat10n one. a veek for 

three consecutiTe veeles in a newspaper of general circulation and to 
199 

other persons as may be determined by the Board. The notice of publica-

tion, however, May be dispensed vith vhenever, in the Boardls jud.gment, 
200 

public intereat so requires. Any interested person may rUe vi th the 

Board a memorandum in support of, or in opposition to, the 18suance of 
201 

the permit. 
202 

Thereafter, the application 1s referred to the technical divisions 

for 8tu~ as to the forma! requ1sites and verification of acouracy of 

information. Each division concerned prepares a Memorandum as guide 

tor the Board in the consideration ot the petition. 



-72-

Amendment 

Any document filed in the proceed:iJlg which 1.8 not substantialq in 

contormity with the applicable rules and regulations as to content or vhich 

1s insutficient, may be dismissed by the Board of its own motion or on mo­

tion of a party, or may be required to be amended. Answer to forma! peti-
203 

tion or order pertaining to a proceeding is not us~ .requ1red. Such 

Answer must be f1led wi thin seven days except vhere otherw1se speciti-

c~ requ1red. 

Within a veek atter the last publication, the Board or its desig-

nated representative sets the time and place for the meeting of the par-
204 

ties interested in the application. If the publication has bcen dispensed 

vith, the Board immediately sets the t:1me and place for the meeting. 

Hearings on aU applications are open to the public unless decided 
20$ 

by the Board othervise tor reason of national security. 

Who Are Entitled to Appear at the Hear1ng? 

Any person, including any political division or public body, may ap-

pear at 80y hearing other than in an entorcement proceeding, and present 
206 

any evidence which is relevant to the issues. With the consent of the 

examiner or the Board, if the hearing 1s held by the Board, such person 

may a180 cross-examine witnesses directly. In addition, such person may 

present te both the examiner and the Board oral or written statement on 

the issues involved in the proceed:iJlg, vhich shall conform to the require-

mente of the rules as to torm, content, service and time for fU:iJlg of 

briefs to the examiner and the Board. 
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Any person with a statutory right to be a party shail be permitted 

by the Board to intervene. Other pers ons whose intervention will be 

conducive to the end of justice and will not impede the conduct of the 

Board's business after considering the nature of his interest in the case, 
207 

may be permitted to intervene aIso in an)" proceeding .. 

Any person who is permitted by the Board to intervene becomea a par-

t)" to the case. However, the intervention of any person, whether he bas 

a statutory right to be a part)", or whose intervention will be conducive 

to the end of justice and will not 1mpede the conductof the Boardls 

business, is for administrative purposes only and no decision granting 

leave to intervene constitutes an expression by the Board that the in-

tervening party has so substantial interest in the order that 18 to be 

entered in the proceeding as will entitle him to judicia1 review of such 
206 

order. 

Motion 

AIl applications for order or ruling during the pendency of a case 

18 made by motion in wri ting s ta ting wi th particulari ty the grounds re­

lied upon and the relief sought. It must be accompanied by affidavit 

or document supporting it. Answer to a motion may be filed within se-

ven days after filing of such motion unless a different period 18 fixed 

by the Board or the examiner. Oral arguments may be heard and written 

memoranda may be filed stating points and authority or authorities in 

support of position taken. The examiner shall pass upon ail motions 

addressed to him unless in a case where a prompt decision is essential, 
209 

he may refer such motion to the Board, who shall pass upon them for action. 
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Subpoena and Subpoena Duces Tecum 

AlI applications for subpoena and subpoena "duces tecum" are made 

oral~ or in writing. The Board or the examiner, as the case May be, 

issues the subpoena or subpoena "duces tecum" if it complies with the 

requirements of law without the need of determing the admissibility 

of evidence. No detailed or burdensome showing should be required as 
210 

a condition. 

Deposition 

Testimony of witnesses May be taken by deposition and ta produce 

evidence when the person's testimony is not available at the hearing to 

perpetrate his testimony. Any application for deposition sets forth 

the reason therefor and the description of matters concerning which wit-

ness will be asked. It May also be submitted on written interrogatories 

in substantially the same manner as taken by oral examination. A de-

position does not constitute a determination that it is admissible in 

evidence. On~ that part of the entire deposition as i8 received in evi-

dence at a hearing shall constitute a part of the record upon which a 
211 

decision May be based. 

Hearing Examiner 

As to the pers on designated by the Board to hear the case, it in-

cludes the presiding officer, hearing examiner, individual board member 

or any representative of the Board. His powers are closely related to 

a judge in a regular court of justice. He w:i. thdraws in a case, if he 

thinks he is disqualified. In sorne cases, he determines the matter by 



212 
means of a hearing. 
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In the hearing of cases before the Board or the hearing examiner, 

the mernbers of the technical staff are present and allowed to give 

testimony or evidence based on the Board's records which May be of help 

in the impartial adjudication of the issues. 

Pre-Hearing Conference 

In proceedings before the Board, pre-hearing conference is conducted 

in some cases except in economic enforcement proceedings where the is-

sues are drawn in the pleading. The purpose of the pre-hearing confe-

rence is to define and simplify issues and to limit the scope of the 

proceedings. For example, matters that may be admitted without proof, 

admission of facts and genuiness of documents, admissibility of evidence, 

limitation as to number of witness, reducing oral testimony to exhibit 
213 

form, etc. may be thrashed out in the pre-hearing. 

The examiner MaY, on his own motion or on motion of a party, re-

quire to be prepared and be submitted studies, forecasts or estimates 
214 

on matters relevant to the issue. 
21, 

After the pre-hearing conference, the examiner makes a report 

defining the issues, date of hearing, giving account of the result, and 

specifying schedule for exchange of exhibits. The report, which cons-

titutes the official account of the conference, must be served on all 

parties to the proceedings. It controls the subsequent course of the 

proceedings subject to modification in public interest to prevent in-

justice. The Board or the examiner, in the conduct of the hearing, is 
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not bound by the technical rules of evidence invoked in a regular court. 

Evidence presented should be limited to mate rial evidence related to 

the issues as drawn by the pleadings. Whenever necessar.y, evidence May 

be presented in witten forme Objections or conclusions must be con-
216 

cise stating the grounds therefor. 

However, rulings of the examiner on motion May not be appealed to 

the Board prior to the consideration of the whole proceedings without 

his consent except in extraordinary cases. An appeal is disallowed un-

less it ia necessary to prevent substantial de trime nt to public interest 

or prejudice to any party. Any party may file a brief or be heard in 

oral argument before the Board. 

The ruling of the examiner is reviewable by the Board in connection 

with its final action irrespective of the filing of an appeal. Exhibits 

offered in evidence must be furnished to each party preferably before 

the connnencement of the hearing. The hearing before the examiner is re-

corded and transcribed and supplied to parties at rates not to exceed 
217 

the amount fixed by the Board. 

No document or other writing shall be accepted for the record af-

ter the close of the hearing except as agreed by the parties and con-

sented ta by the examiner. The examiner shall give the parties adequate 

opportunity to present argument during the hearing in support of or in 
218 

opposition ta motions, objections and exceptions ta his ruling. 

Action of the Hearing Examiner 

At the close of the reception of evidence and receipt of proposed 
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~indings and conclusions, the examiner takes the ~ollowing action. -

1. In case o~ rates, ~ares or charges, class~ieations, rules, 

regulations or praetices ~~ecting matters or value of service, the exa-
219 

miner renders an initial decision orally on the record or in writing, 

if any part,y requests it be~ore the close o~ the hearing. If there is 

no suchrequest, he cert~y the records to the Board ~or decision. 

This is the just~ication ~or the need on the part of the parties to 

~ile brie~6 te include proposed ~indings and conclusions of law with 

re!erence to records andauthorities relied upon before the close o~ the 

reception of evidence to help the Board te formulate a dec~ion. 

2. In case the action of the Board is subject to the approval o~ 

the President pursuant to Section lO(e) (1) of Republic Act No. 716, the 

examiner renders a recommended decision. For other matters not related 

ta the two above, an initial decision orally on the records or in writing 
2W / 

shall be rendered. 

Effects of Initial Decision o~ the Examiner 

Ordinar~, the ~inal decision in any proceeding lies with the 

Board. In non-controversial and routine cases, however, the initial de-

cision of the examiner under certain circumatances becomes the Board's 

ultimate decision. So that, unless time~ exception to the initial de-

cision are made, the Board, unless on its own motion decides to review 

the decision, the initial decmion becomes the final and ultimate dis-
221 

position of the case. This is made effective by the issuance of a Board's 

order. 
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Tentative Decision of the Board 

However, in a case where the examiner certifies the records directly" 

to the Board without an initial or l"I,commended decisioD, the Board, alter 

the consideration ot the proposed tindings and conclusion submitted by 
222 

the parties prepares a tentative decision, te11ing when to fUe excep-

tions and briefs in support thereof and the date when it will become 

final in the absence of exception. If no exceptions are tUed to the ten­

tative decision of the Board within the period tixed (which in no case shall 

be less tban ten da,s), the decision becomes tinal at the expiration of 

such period unless the Board orders otherwise. But, in case of a rule-

making proceeding or one of administrative nature, the Board -1 omit 

the initial decision when the execution of its functions imperatively and 

unavoidably" so requ1res. 

Exception to the Initial or Recommended Decision of the Examiner or Ten-

tative Decision of the Board. 

Within ten days after service of any initial or recommended decision, 

or at such longer time as may be fixed, any part;r to the prace.ding may 

file exception which shall contain grounde for such exception citing sta­

tutory provisions or principal authorit1es in support thereof. They may 

file briefs in support of such exception or opposition to the exception 

filed b;r another party. The parties maY be required to file briefs at 

different periode if it will assist in the proper disposition of the case. 

A party may also be a1lowed to argue the case orally". If allowed, 

a11 ,arties to the proceedings will be advised of the da te, hour and 
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time limit set for such argument. Pamphlets, charts, and other written 

data May only be presented to the Board at oral arguments and shall be 

limited to ~acts on the record. Parties to the proceedings, however, may 

agree on the waiver of aIl the ~oregoing procedural requirements in the 
223 

licensa proceeding. 

Final Decision 

Upon submission of a case to the Board for final decision, the Board 

considers the records of the whole case including initial, recommended 

or tentative decision, any exception thereto, resolves all questions ot 

fact bywhat it deems to be the greater weight of the evidence and makes 

a decision, stating the reasons and make the appropriate order. The or-

der of the Board becomes final and conclus ive alter fifteen days from the 

receipt of the copy of the order unless appealed to the Supreme Court on 

certiorari. However, if no motion for reconsideration or appeal is made 
224 

after fifteen days, the Board orders the issuance of the Board. 
225 

Licenses granted by the Board, like the United States and Canada, 
226 

but unlike the United Kingdom, are not transferable. 

Modification, Suspension or Revocation of Permit 

The permit issued by the Board contains specifications like type of 

service, terminal and intermediate points, time of arrivaI and departure 

and the frequency of flights, rates to be charged and such other condi-
221 

tions as the Board deems appropriate to impose. 

Upon complaint or upon its own initiative, the Board may alter, 
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amend, modify, suspend or cancell, in whole or in part, any permit 

after notice and opportunity for hearing, if public convenience and 

nec.~ssity so requires, or revoke any permit for intentional failure 

to comp~ with the provision of the Act or any rule, order or regulation 
228 

issued thereunder or any of its terms, conditions or limitations. 

However, for good cause, the Board May by order without notice and 

hearlog, suspend for a period not exceeding thirty days any permit or 

the exercise of any privilege, or authority issued or granted whenever 

such step is necessary to avoid serious or irreparable damage or locon-

venience to the public. 

Effectivity of Permit 

Permits issuerl by the Board are effective on the date specified 

and continue in effect until suspended or revoked, or the Board certi-

fies that the operation has ceased. If any service authorized by a per-

mit i8 not inaugurated within a period of ninety days aft(~r the date of 

authorization as fixed or otherwise designated by the Board, it May di-
229 

rect that such permit ceases to be effective. 
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Licensing Process (Foreign Air Carrier) 

The forma1 requirements of the application to engage in foreign 

air transportation are the sarne as the domestic insofar as execution, 

number of copies, specifications, verification, notice, time and place 

of hearing, intervention, deposition and award of decision are concerned. 

More important, the application must be subscribed and sworn to 

before a notary public or officer authorized to administer :oath in the 

jurisdiction in which the application is executed. An application ve-

rified before a consu1ar officer of the Repub1ic of the Philippines is 
230 

sufficient. The application is forwarded to the Board through dip10ma-

tic channel by the government of the app1icant's country of citizenship. 

It is deemed to have been fi1ed with the Board oh the date it is actua1ly 

received. Any information which the Board May require subsequent to 

receiving the application and any information which the app1icant May 

submit thereafter are furnished in the form of amendment to the app1i-
231 

cation. 

As much as possible, incorporation by reference shou1d be avoided. 

Lengthy exhibits attached to one May be incorporated in the other by 

reference if the reference will reduce the cost to app1icant. Statements 

in the application are restricted to significant and relevant facts, free 

from arguments or expressions of opinion and with adequate information 

to acquaint the Board fu11y with the circumstances of the case. 

The application sha11 contain the following: 

1. Full name and address of the applicant, nature of the organiza-
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tion, name of the country under tbe laws of whicb it 15 organized and 

tbe statutory citation of sucb lav, if any; citizenship of tbe appli-

cant, percentage of direct and indirect beneficial and non-beneficial 

interest in applicant beld by each government and aggregate of nationals 

of each country other tban the country of the applican1t citizenship. 

If the applicant is governmentally-owned or controlled in whole or in 

part, the extent of such government ownership or control should be shown; 

2. The name and official address of the competent air authority 

of applicantls country of citizenship having regulatory jurisdiction 

over applicant; 

3. Identification of route or routes to be covered specifying the 

type of service to be rendered on sucb route and whether it is scheduled 

operation or note The identification of each route shall name every ter-

minal or intermediate point to be served in connection vith the service 

for which a permit 15 sought; 

4. A map showing aIl t.erminal and intermediate points, in all coun-

tries to be served by the applicant in connection witb the service for 

which a permit is sought, giving approximate air mile age between the 
232 

principal overall distance. 

In the hearing of the application, if a party interested in the ap-

plication fails to appear or if no party appear at the designated place 

and time, the Board or its duly authorized representative May proceed 

"ex parte lt or, or in its discret ion adjourn the proceeding to a future 

date, giving notice to the absent parties of the adjournment. 



-83-

Alter the hearing, if the Board finds that the applicant is fit, 

willing and able to perform the service properly in conformity with 

the provisions of the Act and the rules and regulations issued and 

that such service is required by public convenience and necessity, 

the Board does not issue the foreign air carrier permit (underscoring 

supplied). It prepares the decision containing its findings and recom-

mendations and forward the sarne to the President for his consideration. 

Commenta on the Provision of the Act re Foreign Air Carrier Permit. 

The Board has the power, in accordance with the provisions of 

Chapter IV of the Act, to issue, deny, amend, revise, alter, modify, 

cancell, suspend, or revoke, in whole or in part, upon petition or com-

plaint or upon its own initiative, any temporary operating permit or 

a Certificate of Public Convenience and Necessit,y, provided, that, in 

the case of foreign air carriers, the permit shall be issued with the 

approval of the President of the Republic of the Philippines. (Under­

scoring supplied.) 

Paraphrasing the above provision of the Act, the Board haB the 

authority to issue, deny, amend, revise, alter, modify, cancell, or re-

voke, in whole or in part any temporary permit or Certificate of Public 

Convenience and Necessity held by domestic air carriers. This is also 

true for foreign air carriers, except that the issuance of the permit 

to foreign air carriers must be approved by the President. 

stating it more clearly, it can be said that the issuance of the 



-84-

foreign air carrier permit by the Board requires the approval of the 

President, but, the denial, amendment, revis ion, alteration, modifi-

cation, cancellation, suspension, or revocation is not subject to the 

control of the President. 

Explaining further, the word -issue- means "to go or come out; to 
233 

flow out; to come forth or sa~ out." The term nissue" bas a specifie 

meaning which does not include the meariing of the terms "denial", 
234 

"amendmentft , etc. In this case, the writer believes that the above-cited 

provision of the Act does not convey the real intention of Congress for, 

to limit the Presidential power to the approval or disapproval of the 

issuance of foreign air carrier permit, exclusive of the power to deny, 

amend, etc. such permit, is a construction that May be contrary to the 

ftplenary and exclusive power of the President as the sole organ in the 
235 

field of international relations." 

Comparing the above provision with the corresponding provision in 

the United States Federal Aviation Act of 1958, U the issuance, denial, 

transfer, amendment, cancellation, suspension, or revocation of, and 

the terms, conditions and limitations contained in overseas or foreign 

air transportation between places in the sarne territory or possession, 

or any permit issuable te any foreign air carrier x x x shall be sub-
236 

ject to the approval of the President." 

It is quite clear, therefore, that if the principle of the supre-

macy of the President in the international relations is correct, then 
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the Board does not have the :final sayon matters related to a foreign 

air carrier permit. It 18 neither the final arbiter or judge of the 

issues. Matters pertaining to the permit of :foreign air carriers are 

the sole prerogatives of the President who haB the complete right to 

veto the issuance of the permit issued by the Board, or to disapprove 
237 

the denial, amendment, etc. of the SaMe. 
238 

As the case of C&S Airlines v. Waterman Corporation shows, the 

Board operates on~ as anadv180ry body to the President. It is under 

the complete control of the President inso:far as the issuance o:f :fo-

reign carrier permit 18 concerned. The Board's true fUnction is to ad-

vise the President and to make recommandations on the basis of records 

be:fore it. The President can even direct the Board to .issue the permit 

notwithstanding a prior adverse decision. The decision as to whether a 

permit will issue or not lies with the President and not with the 
239 

. Board. 

Who May Be Granted Domestic Air Carrier Permit? 

Section 12 of Republic Act No. 776 provides that Uexcept as pro-

vided in the Constitution and existing treaty or treaties, permit 

authorizing a pers on to engage in domestic air commerce anq/or air 

transportation shall be limited to citizens of the Philippines." 

Under the Act, t·citizen of the Philippinesu means -
240 

1. An individual who is a citizen of the Philippines; 
241 

2. Partnership of which each member is such an individual; 
242 

3. Corporation or association created or organized under the 
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1aws ot the Philippines ot which the directing head and 
2/3 or more ot the Board of Directors and other managinc 
otficers are ci tizens ot the Philippines, and in which 
6r$ ot the voting interest ia OVDed or controlled b;y per-
80ns who are citizens ot the Philippines. 

, , 

But, under the Ordinance appended to the Constitution, ( Appendix V), 

the ri«ht ot citizen8 ot the Philippines, corporations or associatioD8, 

at 1east 60% of the capital of which 18 owned b,. Filipino citizens, in 

the development, exploitation, disposition or utilization ot all &gri-

cultural, timber and minera1lands, vater, mineral, coal, petro1eum and 

even public utilities, 18 extended to American citizens at 1east durinC 

the eftectivit;y of the Executive Agreement entered ioto b;y the Presi-

dent of the Philippines and the President of the United States on July 

4, 1946 and to last up to 1974. 

That Ordinance (popularly known as the Parit,. Law) provides in 

substance that the development, disposition, exploitation and utilization 

of the natural resources of the Philippines and the operation of publie 
243 

utllities (underscoring supplied) will, if open to 8D1' person, be open 

to citizens ot the United States, and to a11 forma of business enterprise 

owne'd or controlled, d1rectly or indirect1,., by citizens of the United 

States in the same manner as to, and under the .ame condition imposed 

upon citizens of the Philippines or corporations or associations owned 

or controlled by citizens of the Philippines. 

The above provision of the Ordinance appended to the Philippine 

Constitution is ref1ected in Article VI, Section l of the 19,4 Revised 

Trade Agreement concluded between the United States and the Republic 

of the Philippines, otherwise known as the Laurel-Langley Agreement 
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(see Appendix VI), with the addition that, in the case of r1ghts ac-

corded to the citizens of the United States, such rights maybe exer-

cised on~ through the medium of a corporation organized under the laws 

of the Philippines and at least 60% of the capital stock of which 1s 
244 

owned or controlled by citizens of the United States. 

Under the sarne Article, the "United States reserves the right of 

the several States of the United States to limit the extent to which ci-

tizens or corporations or associations owned or controlled by citizens 

of the Philippines May engage in the activities. Likewise, the Repu­

blic of the Philippines reserves the power to deny any of the rights 

specified to citizens of the United States who are citizens of States, 

or to corporations or association at least 60,% of whose capital stock 

or capital is owned or controlled by citizens of States, which deny 

like rights to citizens of the Philippines, or to corporations or asso-

ciations which are owned or controlled by citizens of the Philippines 
245 

x x x xlt 

In a nutshell, citizens of the United States have equal opportu-

nit y as the Filipinos in the utilization, exploitation, and develop-

ment of the natural resources and operation of public utilities 1oc-

luding air transportation, under certain conditions. An American ci-

tizen May be granted a certificate of public convenience and necessity 

to engage in domestic air transportation, if qualified. This situa-

- tion, however, is unusual in Many jurisdictions. 

In the United States, permit for domestic air carriers are":" 
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given on~ to citizens of the United States, who may either be a: 

1. An individua1 who is a citizen of the United States or one of its 

possessions; 2. A partnership of ~ich a member is such individua1; 

3. A corporation or association created or organized under the law 

of the United States, or of a~ state, territory or possession of 

the United States of which the President and 2/3 or more of the Board 

of Directors and other managing officers are such individual and in 

which at least 75% of the voting interest 1s owned or control1ed by per-
246 

sons who are citizens of the United States or one of its possessions. 

In Canada, no air carrier May operate commercial air service un-

1ess the aircrait is registered by a person qua1ified to be the owner 
247 

of a Canadian aircrait. A person is qualified ta be the registered owner 

of a Canadian aircraft when - 1. He is a Canadian citizen; 2. A person 

law.fully admitted to Canada for permanent residence who, since being 

admitted, has been ordinarily resident in Canada for a period of not 

more than 6 years; 3. A corporation incorporated under the laws of 

Canada or any province at 1east 2/3 of the directars are Canadian ci­

tizen; or 4. In case of private aircrait, (a) a citizen or subject 

of a contracting state who normally resides in Canada, or (b) a corpo-
248 

ration incorporated under the laws of Canada or a province. 

Air service license in the United Kingdom, however, except with 

the consent of the Minister, which May be either granted generally or 

in respect of a particular class of cases, are granted only to -

1. Citizen of the United Kingdom or colonies, or a British protected 
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person; 2. A body incorporated in the United Kingdom or any part there-

of , or in any of the Channel Islands, the Isle of Man, or a colony, 

protectorate or United Kingdom trust terr.itories, which in the opinion 

of the Board is substantially controlled by persons each of whom is 

either a citizen of the United Kingdom and colonies, or a British pro-
249 

ted pers on. 

In Japan, any pers on who intends te engage in scheduled air trans-

portation shall obtain a licenae from the Minister of Transport and 

must not come under any of the following: a. Any person who does not have a 

Japanese nationality; b. Any foreign state or public entity or its equi-

valent in any foreign state; c. Any juridical person or body established in 

accordance with the laws a.nd ordinances of any foreign state; d. Any 

juridical person o~ which the representative is anY one of the three 

items above or of which more than 1/3 of the voting interest is owned 

by such persons; e. Any person who has been sentenced to a penalty 

heavier than imprisonment for violation of any provisions of the law, 

and less than 2 years have passed after he completed the sentence, or 

it has been cancelled; f. Any person whose license for scheduled air 

transportation, non-scheduled air transportation, freight forwarding, 

or aircrart using enterprises was cancelled and less than two years 

have passed since the date of cancellation; g. Any juridical person, whose 

officers and employees come under any of the provisions of items c and 
250 

d above. 

Lastly, in India, the Director General of Civil Aviation May grant 



-90-

permission to operate scbeduled air tr~port service onlf to either 

a - 1. Citizen ot Indiaj 2. A company ·or a body corporate provided 

that - &. It is registered and has its principal place ot business 

within Indiaj b. The Chairman and at least 2/3 ot its directors are 

citizens ot India; c. Its substantial ownership and ertective control 
251 

18 vested in Indian nationalB. 

Exemption trom Requirement of Permit 

The exemption ot certain types ot air carrier or classifications 

ot air carrier trom the requirement ot permit prior to operation seems 

to be a standard practice in other countries. 

In the United States, the Board mq exempt any air carrier or 

class ot air carrier trom the req.l. irements ot the economic provisions of 

the Federal Aviation Act, certificate or public convenience and necessi-

t1' or an1' provision thereot, or an1' rule, regulation, term, condition or 

limitation, if it tinds that the entorcement ot the requirements' rule, 

regulation, term, condition or limitation would be an undue burden on 

such carrier, or class ot carriers by reasons ot the lillited extent ot, 

or unusual circumstances, attecting the operation or such carrier or 
252 

class of carrier and is not in the public interest. 

The President of the Board of Trade in the United Kingdom may b1' 

regulation require that an air service license shall applf to certain 

tlights as may be specified in the regulation. He ma.y in writing 

exempt trom the requirement of air service license any other particular 
253 

tlight or a series ot tlights. 
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In Canada~ with the approval of the Governor in Council~ the Com-

mission May exempt from the requirement of a license or compliance with 

the requirements of the provisions of law~ rules or regulations~ any air 

carrier or commercial air service or class or group of air carrier or 
254 

commercial air se~ice. 

The Government of India~ however, bas also the power to exempt any 

aircrait or class of aircrait and any person or class of pers ons from 

the requirement of permit~ or May direct that such provision shall apply 

to such aircrait or persons subject to such modification as May be spe-
255 

cified in the notification. 
'" 

However~ the Civil Aeronautics Act of the Philippines~ unlike the 

laws of the United States~ United Kingdom~ Canada and India~ does not 

conta in any provision empowering the Board to grant exemptions. But~ 

the Board by order exempted certain classes of air carriers from the 

requirement of certificate, i.e. those owners of aircrait used in the 

furtherance of business and those operators navigating airerait from one 

place to another for operation in the conduct of business of the owner. 

Comment on the Power of the Board to Exempt Certain Classification of 

Air Carriers. 

Under the law~ any person who engages in commerce~ whether domes-

tic or international~ must possess a certificate of public convenience 

and necessity issued by the Board~ or~ in case of foreign air transpor-

tation~ such permit shall first be approved by the President. 

UAir Commerce" is defined to include air transportation for pay or 
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hire, the navigation of a ircratt iD the furtherance of bus iDess, or 

the navigation of airerait from one place to another for operation in 

!he conduct of a business (underscoring supplied). 

"Air Transportation- is the service or carriace ot persons, pro-

pert y or mail, in vhole or in part, by airerait. 

To the a boye classifications of air carrier are included those 

indus trial firms engaged in mining, lumberin« and other s:illl1lar acti­

Tities, vhich operate aircratt in the transportation of personnel and 

carco trom one place to another in connection vith business, and those 

owners of aircratt used in «eneral aviation or agricultural tqing and 

other special services not for pay or hire. The Board licenses a11 

the above types of air carriers, whether scheduled, non-scheduled, char-

ter or other special air services vithout exception. 

However, by exempting certain classifications of air carrier trom 

the requirement of permit through the issuance of an order 18, in the 

opinion of the writer, beyond the purview of the rule-maldng power ot 

the Board, for while it 18 true tbat the Board may issue rules and re-

gulations, such rules and regulations must be pursuant to a specifie 

provision or provisions of law, not trom a general one. 

In the a bsence of any provision in the statute empowering the Board 

to make exemptions to its licensing ju:risdietion, to do so would be 

"ultra vires" under the well-known principl. of statutory construction 

that the Board, or any agency for this matter, can 't exercise any power 
2,6 

that is not provided under th. lav. In grantinr; exemptions without le-

gal basis, the Board may be said to have unlawfully abandoned its con-
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trol power over certain air.. carriers which are w ithin i ts lawful juris­

diction. 

To legally exempt the afore-mentioned classifications gr air car­

rier from the requirement of permit from the Board, the Act should be 

amended to provide the CAB with such power 11ke those in the aeronautics 

acts of the United states, United Kingdom, Canada and India. 
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CHAPTER XI. REGUlATION OF FARES AND RATES FOR 
CARRIAGE OF PERSONS AND PROPERTY 

One of the Most effective ways to attain the objectives of the 

Board as enumerated under Section 4 of the Act is by regulating fares 

and rates charged by air carriers in the carriage of pers ons and proper-

ty. 
251 

As in the United States, there was no positive control over fares 

and r~tes in air commerce in the Philippines prior to 1931. Operators 

of airerait for pay or bire fixed their own fares and rates. For exam-

ple, in the early commercial flights of Jose Tinsay in 1925, he fixed 

a flat rate of 150.00 for a 21-mile route. Governm.ent regulation of 

fares and rates during the formative stages of air transport did not 
258 

seem advisable. 

Regulation of tares and rates of commercial air carriers was first 

introduced by Act. No. 3909 promulgated in 1931. Under the Act, the 

Secret~ of Commerce and Communication had the dut Y to foster air 

commerce, encourage and establish airports, civil airways, navigational 

facilities and issue air traffic rules. These rules were required to 

be patterned alter those made under the United States Air Commerce Act 

of 1926. However, "persons engaged in air commerce were required to 

submit for approval of the Public Service Commission or the authorized 

representative uniform charges and rates applied for merchandize and 

passengers per kilometer or over specified distances between given 
259 

airports." 
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The Commission was authorized ta make regulations as are neces-

sary ta insure safety, regu1ari ty and re1iabili ty in air commerce. (Ap-

pendix VII). 

The basis of the present authority of the Board over fares and 

rates in air transport, domestic and international, is Repub1ic Act No. 
260 

776. The Board is authorized to "fix and determine reasonab1e, indivi-

dual, joint or special rates which an air carrier may demand, collect 

or receive x x x. The Board may adopt any original, amended or new 

individua1, joint or special rates, charges or fees proposed by an 

air carrier if the proposed individua1, joint or special rates, charges 
261 262 

or fares are not unduly preferentia1, unduly discrimina tory or unrea-
263 

sonab1e x x x.1t 

Tariffs of Air Carriers 
264 

n'fariff" means fares or freight to be charged and any condi tian 

upon which the fares and rates depend. The precise origin of the re­

quirement ta pub1ish a tariff setting for th the charges and other terms 

of the offer does not seern to be known a1though there is evidence that 

it was emp10yed in the United States and the United Kingdom prior to 
265 

1887. In general, it is required to be published, posted and open for 

public inspection to insure that the shippers and passengers is protected 
266 

and ta avoid discrirninatory practices among air1ines. Initia~, the 

carrier is permitted to determine the rates and fares and the terme 

and conditions of the offer to the public, but these have to be fi1ed 

in the manner and in a form specified in the instruction issued by the 
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Board and any of them that are inconsistent with the instruction are 
267 

void. 

As a rule, tariff must be a110wed if it 1s in the public interest. 

No fare or rate can be effective un1ess incorporated in a tariff and no 

carrier can charge greater or lesser or different compensation for any 

service other than the fare prov1ded in the tarif!. Rebating or refund 

of any portion of rates charged or to grant privl1eges or facilities 
268 

different from those specified in the tariff ls prohibited. The car-

rier cannot deviate from the terme of the tariff and as far as the ra~s 

are concerned, the filed tariff is conclusive evldence of the terms of 
269 

the contract. The passengers and the shippers are bound by its i~erms 
270 

when they use the air carrier's services. Any contract entered into by 

an air carrier including terms not specified in the tariff haB been he1d 
271 

to b e inva1id and unenforceable. 

Once a tarif! has been allowed, it is 11ke1y that changes or a1ter-

ations thereon may be made in the course of operation. In such a case, 

it is better po1icy to allow changes or a1terations if there are good 

ressons behind it 1ike change in the form of the service, reduction or 

increase in rates, fares or charges, correction of errors, change in 
272 

routing, cancellation of joint rates, etc. However, any changes or al-

terations in the tariff should be done by supplement pointing out the 

section of the original tariff so changed or cancelled. Tariff is not 

restored by mere1y cance11ing the supplement, but it must be filed ag§in 
273 

as if it contains new rates. 

The regu1atory agency may examine any tariff or supplement thereto, 
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or any person May complain that the fare or rate is unjust, unreasona-

ble, unjustly discriminatory, undu~ preferential or unduly prejudicial. 

It May be investigated by serving notice on the carrier which filed it. 

After investigation or hearing, the rate May be allowed and become effec-

tive if found just and reasonable, or, if it is unjust or unduly discri-
274 

minatory, it may issue an order setting forth the lawful rate. 

Rules in Rate-Making 

In the case of Civil Aeronautics Board, although the Act does not 

provide for the exact method of fixing the reasonable and just fare or 

rate, the Board bas wide discretion to decide just what is fair and 

reasonable in the public interest by considering the following rules 

in conjunction with the Declaration of Principles under Section 4 of 

the Act: 

a. The effect of such rate upon the movement of traffic; 

b. The need in the public interest of adequate and efficient trans­
portation of persons and propertyby air carriers at the lowest 
cost consistent with the furnishing of such service; 

c. Such standards respecting the character and quality of service 
to be rendered by air carriers as May be prescribed by or pur­
suant to law; 

d. The inherent advantages of transportation by airerait; and 

e. The need of each air carrier for revenue sufficient to enable 
such air carrier, under honest, economical, and efficient ma­
nagement, to provide adequate and efficient air carrier service. 

The writer is not aware, however, of any instance when any of the 

above rules of rate-making has been interpreted in a public decision 

by the Board. 
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Effect of Rate on Movement of Traffic 

To determine the effect of rate upon the movement of traffic, the 

Board should study the magnitude and elasticity of demand of the ac-

tuaI and potential users of air transport services and its changes vith 

the passage of time. This is necessar,y to estimate accurately as possi-
275 

ble the result of increase or decrease of each rate. 

The Need in Public Interest of Efficient and Adequate Transportation ••• 

As to the Dneed in public interest of adequate and efficient trans-

portation of pers ons and property by air carriers at the lovest cost 

consistent vith the furnishing of such service,n the Board must set up 

standards of adequacy and efficiency and make cost studies for various 

quantities of service. This may require revis ion of accounting systems. 
276 

Cost is easier to estimate than demande 

Charaeter and Quality of Service 

The rule requires a standard of service required by lave In this 

regard, the Board must take into account the fact that air tran~porta-

tion is closely regulated vith respect to safety. Its maintenance May 

be expensive for the carrier. Rates, therefore, must be high enough to 

insure safety and should not be so lov that carriers are strongly tempted 
277 

to negleet safety of the service. 

Inherent Advantages of Transportation by Airerait 

In eonsidering the Itinherent advantages of air transportation by 

aireraft," the rate poliey should be one whieh will allow airlines full 
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opportunity to exploit speed, ability to travel over undeveloped or 

difficult terrain and should not mere~ divert traific from other types 

of air carriers with advantages of a different kind. 

The Board must have in mind the desirability of coordination of 

transport facilities rather than the development of one type of carrier 

at the expense of others with deficit from such practice to be made up 
278 

from public purse. 

The Need for Sufficient Revenue to Provide Efficient Air Carrier Service. 

The rules requires consideration of the need of each carrier for 

revenue sufficient to enable the carrier under honest, economical and 

efficient management to provide adequate and efficient service. In 

this case, discrimination May be allowed in rates if the Board is willing 

to set up rates in conformity with the principle of equating marginal 

revenue and marginal cost. The Board must decide whether it will take 

the initiative in setting up rates which May be productive of revenue 

or merely pass upon the merita of rates established by the operator. 

Has the CAB the Power to Require Filing of Air Carrier Tariffs? 
279 280 

Unlike the aeronautical laws of the United States, Canada, or the 
281 

United Kingdom, the Civil Aeronautics Act of the Philippines does not 

contain any specifie provision, or the Board have issued rules or regu-

lations requiring the preparation, filing and the content of the tariff 

to be submitted for the Board's cons~deration. In some cases, carriers 

file tariffs and it i5 the practice of the Board to consider and approve 
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or amende The procedure, except, in relation to fares and r~tes, is 

extra-legal. At present, if ever the CAB acts on tariffs filed Umotu 

proprio" by- air carriers, the Board relies on the general powers of 

supervision, regulation and control of air carriers and to ltmake general 

and special rules, regulations and procedures as it shall deem necessary 
282 

to carry- out the provisions of the Act. ft 

In this regard, the writer doubts the reliance of the Board on 

the general Itsupervisory- and control" provision over air carrier tariffs 

because such power is so broad and general as to require norms and stan-

dards to include air carrier tariff within its jurisdiction. Granting, 

that the Board is possessed with the power to require air carriersto 

file tariffs for its consideration based OD the general power under 

Section lO(A) and thereby issues rules and regulations prescribing the 

forro and the procedure of filing, still the writer maintains that such 

rules or regulations are beyond the rule-making authority of the Board 

in the absence of an express and specific provision in the Act, Dot a 

general one, granting the Board the power to require the filing of air 

carrier tariffs. 

The situation is different in the United States. Air carriers are 

required to file, post and publish tariffs showing all fares, rates and 

charges to the extent requ1red by- regulation. Strict observance of ta-

riffs is required from air carriers. 
283 

It may- be changed on proper no-

tice only except in sorne cases. The Board determines whether the rates 
284 

or fares are unjust, unreasonable and unjustly discriminatory. 
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In Canada, the Air Transport CommUtee under the Canadian Transport 

Commission replaced the tormer Air Transport Board which bas the power, 

with the approval of the Governor in COUDcil, to issue rules and regula-

tions respecting tolls and tariffs. It provides for disallowance or sus-

pension, the substitution of a tariff or toll satisfactory to the Board, 
28, 

or the prescription of other tariffs or toll so disallowed. Pursuant to 

such power, the Air Transport Committee.,;bs'sued Rule ]/,2 goveming the 

construction and filing of tariff; General Order No. 20/,8 regarding 

taru.r and statistics required from charter operators; General Order No. 

3,/63 as amended, requiring unitorm charter tarift; and General OrcIer 

No. 1967-A-l relating to charter tarift for helicopter. 

Free and Reduced Rate Transportation 
286 

The tollowing acts of air carriers are prohibited by the Board. 

Cl) Discounts or rebates on authorized rates, fares and 
charges; . 

(2) Adopting rates, fares and charges which have been tound or 
determined by the Board to be unjust, unreasonable, undu­
ly' preterential or unjustly discriminatory in a tinal re­
port; or which have not been previously approved and au­
thorized by the Board; 

(3) Issuing ~ free pass, free ticket or tree or reduced rates, 
tares or charges for passenger except to the tollowing 
persons: 

a. Officers, agents, employees of the air carrier and 
their immediate families; 

b. Witnesses and attorneys attending aqy legal investi­
gation into accidents or any legal investigation in 
which such air carrier is interested; 
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c. Pers ons injured in airerait accident and p~icians 
and nurses attending such persons; 

d. Members of the Board; 

e. Officers and emp10yees of the Civil Aeronautics Admi­
nistration when travelling on official business upon 
exhibition of their credentials; 

f. MeMbers of Congress; and 

g. Such other persons du1y approved by the Board. 

The basic prohibitions under Paragraphs (1) and (2) above are di-

rected against any deviation by the carriers from the approved fares 

and rates. Paragraph (3), however, is not intended as a prohibition but 
287 

rather an exception to the other two. Under the Act, there are two ex-

ceptions to the requirement of full fare for services rendered by air-
288 

lines.-

1. Pers ons allowed by law free and reduced rate transportation; 

2. Persons allowed free and reduced rate transportation by the 
Board. 

Persons Allowed Free and Reduced Rate Transportation by the Board. 

Free and reduced rate transportation May be given by carriers to 
289 

other persons provided it is approved by the Board. The initiative to 

issue free and reduced rate transportation to other persons must come 

from the airline, which i5 not absolutely prohibited from granting free 

or reduced rate transportation, but such concession can be made only 

when provisions therefor has been published in the carrier tariff and 

no unlawful discrimination will result. The practical effect of this is 

to limit the issuance of passes to pers ons other than those named in the 
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firat classification except with the permission of the Board. 

Development of Domestic Air Fares and Rates 

The history of domestic air fares and rates in the Philippines is 

synonymous with the development of Philippine Air Lines 1 because sche-

duled air transportation is a monopoly of PAL for more than two decades. 

It started at the rate of 1.19 per seat mile in the Beech twin-engine 
290 

monoplane service in 1941. 

In 1946, when the airline recommenced operation, it charged '.20 

a passenger mile in the DC-3 scheduled service. This rate was revoked 

in 1949. However, prior to revocation, the airline was authorized to 

introduce the ltFirst Class" and ltEconomicon DC-3 services at the rate 
291 

of 1.17 and 1.13, respectively. The former rate was cancelled by the 

Board after nine years. 

With the introduction of the Convair 340 aircraft in the domestic 

trunk routes in 1951, PAL launched a new type of service - the Convair 

De Luxe. The rate approved by the Board for the new service is 1.21 

per seat mile. The sarne rate is approved for Viscount "Rolls-Roycelt 

service in 1957, the F-27 Fokker Friendship in 1960 and the HS748 in 

1967. 

In 1957, PAL had a competitor in James H. Fleming, an American re-

sident who was permitted to operate a British Oxford twin-engine air-

plane for non-scheduled service eharging fares similar to PAL. Later, 

he acquired a DC-3 aireraft and was allowed to serve routes not parallel 
292 

ta PAL's at a rate 25% lawer than that of the latter. 
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Subsequently, to extend air transportation to low-incorne people, 

the airline launched a much lower Do-4 "Maya" service at ;.10 per seat 

mile. Indeed, the "Mayan service generated tratfic, but with the coming 

of competition in the later years, the service was discontinued as being 

destructive to competition. 

In the history of domestic air transport, the year 1965 marked the 

turning point from a system of nmonopolyll to "free enterprise." '!'wo 

new airlines were established in a period of one year -Filipinas Orient 

Airways, Inc. and Air !-lanila, Inc. Both airlines charged ;.13 a pas­

senger mile in the DO-3 service. Air Manila, Inc. charged ;.21 for the 

Dart Herald day service, ;.16 for the Dart Herald night f1ights and 

;.21 for the F-27 Fokker Friendship. Filipinas Orient Airways, Inc., 

however, charged ;.15 for the Do-6B, ;.21 for the yS-ll day service 

and ;.12 for the night service. 

With the acquisition of a BAC l-ll aircratt in 1966, pure jet do­

mestic service was introduced in the trunklines. The ttpALjetlt servi,e 

charged ;.21 per passenger mile plus ;20.00 for the day service and 

;.21 for the night service. 

With the variable rates of the three domestic airlines for almost 

similar categories of airerait, the Board, about the middle of 1968, 

adopted a temporary uniform rate for the piston and turbo-prop equip­

ment pending the outcome of a study on the most reasonable and just 

fares for the passengers and the shippers, as follows: 

DC-3 Service 

Turbo-Prop Service (Night) 

Turbo-Prop Service (Day) 

;.14/seat mile plus ;2.00 

;.14/seat mile plus ;2.00 

;.17/seat mile plus ;5.00 
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International Air Fares; Power of the Civil Aeronautics Board. 

The fixing of air fares for foreign air carriers is a complex pro-

blem of the Civil Aeronautics Board due to the numerous interrelated 

rates, frequent revisions, developing mass market and competitive pres-

sures. Fares for international air transportation are now recommended 

by the airlines in the form of Resolutions approved at the IATA Traf-

fic Conferences, which are in fact agreement between air carriers which 

are IATA members. These agreements are binding on the Philippine air 

carriers alter the Philippine Government approves them. However, in 

case the Resolutions are disapproved by the government authority, the 

proposed fares or rates are ineffective and an open rate situation 

exista with respect to such fares or rates. 

The Board fixes and de termines rates for domestic and international 
293 

air transportation. Any agreement entered into by the Philippine flag 

carriers with other foreign airlines to regulate rates and fares is 

ineffective unless approved by the Board. In fixing rates and fares for 

international air transportation, the Board is guided more by the va-

rious rate provisions in the bilateral air agreements entered into by 

the Philippines with other countries. For example, the UK-PI Air Agree­

ment of January 7, 1948 provides that "the tariffs to be charged x x x 

shall be fixed at reasonable levels, due regard being paid to a1l rele-

vant factors, including economic operation, reasonable profit, diffe-

rence of characteristics of service including standard of speed and 

accomodation and the tariff charged by other airlines on any part of 
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the route. 

The tarift shall x x x be agreed in respect ot each route between 

designated airlines concerned, in consultation vith other airlines ope-

rating on the saute route or any section thereot. Such agreement shall 

where possible be reached through the r~te-t1xing machinery ot the !ATA. 

The tar11't so agreed shall be subject to the approval ot the Oontracting 

Parties." 

In the event ot disagreement between designated airlines concerning 

tar11't, the Oontracting Parties shall endeavor to de termine them by agree-

ment between themselves. Ir the Oontracting Parties tail to agree, the 
294 

matter shall be reterred to arbitration x x x. 

Substant1ally similar provisions &8 the above appeared in the 
29, 296 

PI-Pakistan, PI-Israel, PI-India air agreements, vi th the addition in 

the case of the PI-India agreement that -the approval ot the aeronauti-

cal authorities ot a Oontracting Party sball not be necessar,y in res-

pect of tar11'ts tor a route or section in vhich no designated airline 

ot that Contracting Party is concerned and nothing in this Article shall 

be deemed to prevent either Oontracting Party in agreement vith the 

other Contracting Party, from bringing into torce tar11'fs fued in ac-
297 

cordance vith the practice recommended from time te time by the IOAO.n 

The PI-Spain Air Agreement contained similar tariff provision ex-

cept that the nContracting Parties shall insure that no new or revised 

fare or rate shall be made effective while a disagreement exist bet-
298 

veen the aeronautica authorities of both parties. n 
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In determining the rate under the PI-Switzerland Air Agreement, 

" the recommendation of the International Air Transport Association 

shall be taken ioto consideration. Failing such recommendation, the 

designated airlines shall consult the air1ine of a third country serv-
299 

ing the sarne sector. ft However, in the air transport agreement between 

the Philippines and the United States of Mexico on November 21, 1952, 

there is no provision on rate. In the absence of such provision, the 

rate shall be that fixed and agreed upon by the aeronautical authori-

ties of both countries. 
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CHAPTER XII. PARTICIPATION IN NEGOTIATION OF 
AIR AGREEMENT FOR EXCHAN GE OF TRAFFIC RIGHTS 

During the American regime, rore1gn air carriers operated ioto 

the Philippines for commercial purposes on the basis of IIreciprocal 

or other agreements entered ioto by the Government of the United States 

or the Philippines with other countries coveringthe operation of such 

foreign air carrier. Foreign airerait are flown subject to the provi­

sions of the agreement." Administrative Order No. 309(1934) eontains 

the regulations governing the operation of foreign airerait ine1uding 

euatoms, health and immigration. 

Similarly, the privilege of foreign airlines at present to serve 

the Philippines and that of the Philippine flag carrier to f1y to other 

eountries for commercial purposes is made possible through a series of 
300 

bi1ateral air agreements eoncluded with other states. Of the 19 bila-

teral agreements, ,-are in the nature of treaties and the others are 

in the nature of executive agreements. Fourteen of them are either re-

gistered with the ICAO or UN or both. 

Executive Agreement 

What is an executive agreement? An Itexecutive agreementtt is an 

international agreement made by the President or official of the Execu­

tive Branch without the consent and adviee of the Senate by giving 2/3 
301 

majority for the conclusion of a treaty. ItTreaty" is an international 

agreement entered into by the President with the concurrence of 2/3 of 
302 

aii the members of the Senate. But, the constitution of the Philip-
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pines con tains no provision granting the President authority to enter 

into executive agreements. Since it has no constitutional basiB, such 

power has proceeded trom the "vast but ill-detined, ver.y delicate, ple-

nary and exclusiven authority ot the President as the sole organ in the 

tield of international relations. In the exercise ot the plenar,r power, 

the President makes valid executive agreements on any matter subject or 
303 

a treaty. The power of the President ta enter into executive agreement 

extends to aIl occasions where treaty-making is impractical. 

With the promulgation of the Civil Aeronautics Act, the power to 

determine the capability ot toreign air carriers ta operate for trai­

rie purposes in the Philippines is vested in the Civil Aeronautics 

Board. or most importance are the comprehensive provisions ot Chapter 

IV ot the Act concerning the requirement or a certificate ot public con-

venience and necessity prior to operation. A permit to foreign airline 

ia granted if the applicant is fit, willing and able and the service is 

required by public convenience and neceasity. Orders of the Board vith 

respect to toreign air carriers are subject to the approval of the Pre-
304 

sident and are exempt trom judicial review. 

In the negotiation of air agreements, the Civil Aeronautics Board 

is nadvised of, and consults with the Department of Foreign Affairs 

concerning any air agreement for the promotion and establishment or de-
305 

velopment of foreign air transportation." 

nln the exercise of such power and duties, the Board takes into 
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consideration the obligation assumed by the Philippines in a~ treaty, 

convention or agreement vith foreign countries affecting civil av,ia­
,306 

tion. n 

Procedural Steps in Negotiation of Air Agreement 

Prior to the constitution of the Permanent Air Panel on February 

14, 1968, the Department of Foreign Affairs vas the entity delegated 

by the Chief Executive vith power to negotiate and conclude agreements, 
,307 

including air transport agreements vith other states. OrdinarUy, a fo-

reign airline vhich proposes ta come to the Philippines makes representa-

tions to its government, vhich in turn, tbrough diplomatic channel, com-

municates vith the PhUippine Department of Foreign Affairs regarding the 

proposed exchange of air rights. 

Upon receipt of the diplomatic note from the foreign government, 

the Secretary or his du~ designated representative calls a prelimi-

nar.y conference of representatives from the Civil Aeronautics Board, 

Civil Aeronautics Administration, Philippine Air Force, the Philippine 

flag carrier, the industry and other pers ons vhom he thinks May be in-

terested or otherwise to be affected by the agreement, to find out whe-

ther the Philippine flag carrier can recipr~ca~ implement the agree­

ment, if concluded, and any economic advantage or benefit in the promo-

tion of international relations. The Civil Aeronautics Board advises the 

Department on the economic aspect of the propo~ed agreement. 

In the absence of any serioue objection, the Department communi-

cates with the foreign office of the other government informing it that 
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the Philippine Government hasno objection to the bilatera1 air talks. 

A day is set for the negotiating panels of both countries to meet and 

discuss the terme of the proposed air agreement. In case the members 

of the negotiating panels agree on the terms, conditions, limitations 

of the arrangement such as capacity, designation of air1ine, frequency, 

rates, routes, type of equipment to be used, exemption privlleges and 

mode of termination in case of dispute or disagreement, the text of 

the agreement is prepared and fina1ized and signed by the du~ authorized 

representatives of the Contracting Parties. 

The imp1ementation, or ~ moditica+'ion or change in any ot the 

terme, conditions and limitations ot the agreement are ord1nari~ ef-

tected through exchange of letters of understand1ng between the Con-

tracting Parties. 

Power ot the President Over Air Transport Agreement 

The power of the President over toreign air carrier permit is not 

quasi-judicial but rather based on his foreign affairs and national de-
308 

fense powers. In considering foreign air carrier permit, the President 

is trae to give effect to his own po1icy regardless of the views of the 

Board and to entorce any international obligation he aesumed by agree-

ment. He is not confined and bound by the recorde of the case and ra-

quired to attach particular weight to the findings of the Board. He may 

decide to grant operating privileges to foreign air1ines as a gesture of 

friendship or for any po1itica1 reasons unrelated to air transport even 
309 

though it May re8ult in 108s of the f1ag carrier. 
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He ultimately decides whether a certificate shall be issue d, 

including terms and conditions, or whether he should amend, suspend 

or revoke the permit or note The decision of the Board is only recom-
310 

mendatory. 

Possible Conflict Between the President's Power and Dut Y of the Board. 

While the Board "sha11 take into consideration the obligation 

assumed by the Republic of the Philippines in any treaty, convention 

or agreement with foreign air matters affecting civil aviation,· the 

law, however, does not require the President to act consistently with 

the provisions of the treaty, convention or agreement. For example, 

the Board is required not to make aQY order denying operating privi-

leges te foreign air carriers entitled to such privilege under an 10-

ternational agreement, but the President May direct the Board to act 
311 

contrary to the obligation under the agreement. 

Nevertheless, despite the possible contlict between the power of 

the President and the dut Y of the Board, it is not likely that question 

on the validity and offect of such agreement purporting to impose obli-

gation to grant foreign air carrier operating permit will arise in 

view of the fact that the President has the sole power to give foreign 

air carrier permit and his decision on the matter is exempt from ju-

dicial review. 

Judicial Review of the Board's Decision; Comments. 

Under the Act, the Supreme Court May review any order, ruling or 

decision of the Board, modify or set aside such order, ruling or deci-
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sion when it c1early appears that there is no evidence to reasonably 

support them or that such order, ruling or decision is contrary to 

law, or that the Board does not have or has exceeded its jurisdiction. 

Any order, ruling or decision of the Board, except those with respect 

ta the issuance of a permit May be reviewed upon a writ of certionari 

in proper cases(underscoring supplied). 

Proceedings before the Board are of two kinds: 1. Economie pro­

ceeding which relates to application for permit and which necessarily 

concerns routes, rates, frequencies, equipment, points to be served 

and goes into proof of fitness, willingness and ability of the appli­

cant; and 2. Enforcement proceeding which concerns violation of the 

provisions of the Act, rules and regulations issued thereunder and 

the terme, conditions and limitations of the permit. 

As to the power of the Supreme Court to review the decisions of 

the Board, the Court May review any order, ruling or decision of the 

Board in enforcement cases, but it is deprived of the power to review 

any order, ruling or decision of the Board regarding the 1ssuance of 

permit, not only to foreign air carriers, but aIso to domestic air car­

riers for the word "permit", as it appears in the Act is used in a genera1 

sense as to include both domestic and foreign airlines. Moreover, it 

is said that any order, ru1ing or decision of the Board on aqy motion 

or petition raised by the parties to an application for a permit of 

both classes from the time the application was fi1ed up to the award 

of the decision are, likewise, not reviewable because such motion or 
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petition is, in one or another, related to the issuance of a permit. 

This is not the intention of Congress in enacting Section 49 of 

the Act. It is not the desire of the 1aw-making boqy to deprive the 

Supreme Court of the review power over the ruling, order or decision 

of the Board in connection with the permit of domestic air carriers. 

But, be that as it may, the provision of the law is quite exp1icit 

as to admit of' no other interpretation. 
312 313 

In view of the fact that in the United States, Canada, and the 
314 

United Kingdom the aeronautica1 statutes provide for the system of 

appea1 from the decision of the regulatory agency with respect to 

permit of domestic air carriers, Section 49 of Republic Act 776 

shou1d be amended to show in c1ear and unambiguous terms that the 

order, ruling or decision of the Board with regarda to the issuance 

of permit to domestic air carriers is appealab1e to the Supreme Court, 

or to such other courts as Congress deems appropriate. 
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CHAPTER XIII. APPROVAL AND DISAPPROVAL OF 
MERGER AND INTER-AIR CARRIER AGREEMENT 

The Civil Aeronautics Board approves and disapproves petitions 
31.5 

of air carriers for increase of capital, sale of equipment, conso1i-
316 317 318 319 

dation, merger, purchase, 1ease, operating contract, or acquisition 
320 

and control betveen domestic air carriers:. or between a domestic air 

carrier and a foreign air carrier, or betveen a domestic air carrier 
321 

and ~ person engaged in any phase of aeronautics. 

Merger, Consolidation or Acquisition of Control 

Considerations of petitions for approval of merger, consolidation 

or acquisition of control between air carriers, or between a domestic 

air carrier and a foreign air carrier, or between an air carrier and 

any pers on engaged in any phase of aeronautics, is one of the duties 

of the Board which should be exèrcised with caution, for a petition 

for merger, consolidation or acquisition of control is once approved, 
322 

it is virtually irrevocab1e. 

Different countries have different motives for these combina-

tions. For instance, in the United Kingdom, during the early' days 

of surface transportation, merger of public utilities was inspired 

more by politics. During the marger boom years in the United States, 

it was motivated to a large extent by the desire for more capacity, 

ta save the assets of an enterpr1se on the verge of bankruptcy, or to 

reduce competition. 

Merger has advantages. It May either bolster a weakened air-

line crippled by competition, or e1im1nate a carrier whose net-

work has not been fully studied. It may also redound to public in-
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terest, or conversely, result in monopoly and restraint of competi­
,32,3 

tion. 

The Civil Aeronautics Board, in the absence ot specifie criteria 

to de termine whether public interest will benetit trom merger, or will 

result in monopoly, is guided by the principles laid down in Section 

4 ot the Act which are also the same criteria tor public convenience and 

necessity. If merger will promote public interest through improved 

public service, trailic development and will not give any degree ot 
,324 

control as to constitute monopo~, or where two airlines to be merged 

are not competing in the same area and the merger will not result in 
,32S 

restraint ot competition, the marger should be approved. 

However, if it will "kill" competition or jeopardize the opera­
,326 

tion of another carrier not a party ta the agreement, or will increase 

the size and control ot one carrier so as tagive competitive advan-
,327 

tage over other airlines operating along the same route, such merger is 

against public interest and must be disapproved. Nevertheless, even if 

the merger will enhance the public interest, but on the other side, it 

will create monopo~ or curtail competition, such contract is to be dis­
,328 

approved. 

Unless permission 1s obtained from the Board, merger iB prohi­
,329 

bited. It 1s even i11egal tor any ot the ab ove relationships ta con-

tinue although they exist prior ta the promulgation ot the Act unless 
,3,30 

approved by the Board. The Board's paver to disapprove merger 18 con-

tined ta cases where i t can be shown that public interest is in jeo-
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pardy or that monopoly' will result, restraint of competition., or will 

prejudice the operation of another carrier not a party JGo the agree-

ment. In alllother cases, the Board should approve them. 

Lease of Aircraft 

Lease of aircraft in foreign air transportation is gener~ 

shovn in cases of interchang. of aircraft between air1ines where through 

service ia provided from one point to another on the route of one car-

rier to the route of another. The Board disapproves any 1eas. con­
.3.31 

tract if it is contrary to public interest. Any contract of 1ease 

should not involve undesirab1e combination. restraint of competition. 

or jeopardy to another carrier not a party to the l.ease agreement. 

Lease which restrains competition or jeopardizes another carrier is 

prohibited in the event that either one or both of such results will 
.3.32 

follow from the creation of monopo~. 

With these guiding pr1ocip1es, the Board approved in 1957 the 

lease of one 4-engine Viscount aircraf't to TACA International Air-

11oes, SA for a period of s 1x months followed by another one on Octo­

ber .30, 1958. A Fokker F-27 aire raft was leased by PAL to MeRobert­

son Miller Airlines of Australia for a period of one year renevable 

thereafter. 

Increase of Capital 

The procurement of capital to finance the purchase of commercial 

aircraft ia the primary concern of airline management. It is a pro-
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blem for the air transport industry due to the fact that the coat of 

equipment is tremendous~ high in proportion to the low airline earning. 
333 

With the advance in technology and the advent of competition and 10 
334 

the interest of saietl, airlines are eompel1ed to take advantage of 

every nev device and re-equip their fleet vith the latest type of air­

crait. This means that equipment must be retired or scrapped long be­

fore its usetulnesl!J iB exhausted. 

In recent ;years, the most successful domestic or international air-

line has not raised internaI funds through earning, depreciation or 

issuance of stocks and bonds to enable it to b~ airerait or to pal a 
335 . 

reasonable part thereof in cash. Airline capital requirement is so great 

that the ratio between equitl and debt often exceeds the limit accepta-

ble to lending institutions thereby curtailing the abllitl of the air-
336 

line to ob tain loana. Moreover, airlines have grown unpopular vith in-

vestors because of the unstable earning record and the great risks at-
337 

tached to investment. In these cases, the Board, in order to promote 

and develop air transportation, must have a sense of understanding of 

the airline's problem of attracting capital and win the confidence of 

investors in air transport enterprises. 

There are four basic sources of airline capital. - 1. equitl !und; 

2. preferred capital; 3. loans, and 4. revenue accumulated bl retention 

of profit and bl depreciation. Each one of these has its own ad van-

tages and disadvantagea. For example, equity cannot be counted upon 

as a source of capital now due to low airline earning. The stocks in 
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the market are selling below par. Preterred shares are ditf1cult to 

sell during inflat10nary period although in a sound econornr 1t carries 

a high d1vidend. Tne issue of stock is suitable to a compa~ to raise 

tunds where 1 t has already issued a substant1al amount of -debenture 

stocks and its ordinary-shares are suff1cient~ attractive to support 
338 

a further issue of equit;r capital. In 100 capital~ the airline is 

obliged to repay the loan and to pay interest in the obligation outstand­

ing. If airline capital poses a problem to the indU8tr.y~ overcapitali­

zation is not adv1sable e1ther tor 1t may result ultimatel1' in waste 

of resources and lover income. 

The princ1pal 80urces of capital for the J'hUippine Air Lines and 

other domestic air carriers are - 1. equity tunds; 2. loans trom finan­

cial institutions; 3. government shares; and 4. equ1pment purchased 

from manufacturers on a credit basis. 

In the Philippines~ the Civil Aeronautics Board and the Civil Aero-

nautics Administration exercise some forma of control over a1rline ca-

pital by controlling capital increases and by providing a system of re­

cording conveyances showing the extent ot the interest ot the person 

to whom the conveyance 18 made~ or in case ot conditional sale~ the 

interest of the vendor and the interest transterred by the conveyance~ 
339 

respectively. 

The following is a record of PALIS capital development: 

1. Semptember 28~ 1941 - Capital increased to 1l~OOO~OOO.OO 

2. August ll~ 1945 n n 12~OOO~OOO.OO 
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.3. November 29, 1946 - Capital increased to 15,000,000.00 

4. Ma,. 8, 1947 .. n n 110,000,000.00 

5. June l, 1949 n " 
6. August 25, 1954 - Capital decreased to 18,000,000.00 

7. December 2, 1955 n n - 16,000,000.00 

8. November 7, 1962 -' Capital increased' "1 25,000;000.00 

In 1966, the stockholders of Philippine Air Lines voted to in­

crease the capitalization, of the airline to 1100,OOO,ooo.or 

Sale of Equipment 

The Civil Aeronautics Board authorizes domestic airlines to sell 

airerait provided that the ser!,iee or an,. part thereof for whieh the 

airerait is utilized is not abandoned and thatpublie interest is not 

prejudieed by such alienation. Records of airerait dispos al show that 

airlines d1Bpose of equipment either due todissolution, overcàpacit,., 

phasing out of obsolete equipment, or to finanee the'purchaae of bet­

ter airerait. 

When Commercial Air Lines, Inc. "closed shop· in 1948, it vas 

authorized to sell all i'ta equipment to Philippine Air Lines thereb,. in­

creasing the fleet of the latter to .35 DC-.3 ls, 6 DC-4 ls, several C-45's 

and Noordyn Norseman c-64 I s. PAL, at this stage, had more than suffi­

cient equipment for domestic requirement. The maintenance of these 

airerait tolled heavi~ on-the airlinels operational costa. 

With the restoration of normal commercial operation aiter the var 
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coupled with increased demand for more capacit,y during the early li-

beration boom, PAL started a program of equipment disposaI for re­

placement with better ones. On!1uly' 30, 1952, five DO-3's were,sold 

in one time followed by another DO-3 and one Do-6B on January 22, 

1953. Another four DO-3'a were disposed of on July 2 of the same year. 

Authority to sell four Noordyn Norseman o-64's was granted three weeks 

the re af ter. 

With the suspension of the international flights in 1954, PAL had 

no need for the heavy aircraft •. Two Dc-6B's were allowed to be 801d 

in July" 1954. The wo of the three Oonvair 340' s which were unsui ta-

ble for some trunk airports were al10wed to be ao1d fo1lowed by the 

third one on May 14, 1957. More DO-3's were written off from the books 

of the air1ine on May 31, 1955 and May 7, 1956. 

With the introduction of the Fokker F-27 aire raft in the domestic 

trunk routes, the DO-3's were diverted to the secondary routes thus 

phasing out the nTwin-Pioneer" service in the secondary and feeder 

routes. Four twin-engine Pioneer aircraft were sold on September 26, 

1963 and with the substitution of the Fokker F-27 aircraft for the 

4-engine Viscount L~ the domestie trunk routes, PAL had no need for these 

expensive aircraft to operate in the domestic trunk routes. On January 

22, 1965, it was authorized to se11 the three Viscounts, the prooceeds 

therefrom to be used for the purehase of a BAO 1-11. 

Late1y, PAL phased out the DG-3's in the domestie service. These 

airerait were fast being rep1aced by the HS7J.8 equipment. But, in the 
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interest of the public, the President ordered its retention. 

other Contracte, Agreements and Arrangements 

The Civil Aeronautic8 Board May require any air carrier within 

its jurisdiction to file with it any contract, agreement, understanding 

or arrangement between any carrier and any other person in relation to 
340 

any traffic affected by any provision of the Act. One of these agree-

ments which requires consideration by the Board in the public interest 

18 the pooling agreement. 

A pooling agreement 18 a contract between air carriers for the 

operation by them of one service or one group of service includ10g the 
341 

allocation of revenue derived from such operation. Pool is not a mer-

ger, nor a partnership. It has no capital. It is a commercial contra ct 

without any particular legal statua and governed by the general law of 
342 

contract. It May either be an expenditure or revenue pool, or m81 10-

clude a1l services operated by app1icant" It may be bilateral or mul­

tilateral and it i8 permitted by the Chicago Convention of 1944. 

A pool does not eliminate but reduces competition among the parti-

cipants by excluding from the pool revenue beyond a predetermined load 
343 

factor an amount to be retained by the opera t10g carrier. The advan-

tages of a pool are that it permits better use of equipment, reduces 

operating cost and results in better service to the public. 

Examples of other inter-airline agreements affecting foreign air 

transportation requiring approval of the Board are IATA Resolutions 

approved at the Traffic Conference, the Universal Travel Plan, the Standard 
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Form of Passenger Ticket, Conditions of Carriage and Inter-Cargo Hand­

ling Agreement. 

The intez'-change of equipment in the domestic routes, temporar;y 

10Ms and leasing of equipment, schedules of flights, issuance and 

honoring of passes, use of terminal facilities, rerouting of passengers, 

servic1Dg of equipment, furnishing of spare parts and reservationa, 

are examples of domestic inter-air carrier arrangements which require 

the approval of the Board. 
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CHAPTER XIV. REGULATION OF AIR CARRIER ACCOUNTING PRACTICES 
AND DEVEWPMENT OF AIR CARRIER REPORTING SYSTEM. 

The Civil Aeronautics Board prescribes the torm ot accounts and 

records ot the movement ot trattic as well as the receipt and expenditure 

of mone.y and the length of time such accounts or records shall be kept. 

No carrier can legally keep any other accounts aside trom those pres-

cribed by the Board except when - It can be shown that by so doing" it 

will not impair the integrity of the system; and 2. The keeping of two 

sets ot accounts will not constitute an undue financial burden on the 
31&4 

carrier. 

The accounting procedure 18 enforced by the Board by inquiring 

into the management ot the business of air carriers and by obtaining 

f'ull and complete reports and other information which shall be turn18hed 

under oath. The power te investigate accounts and management of' air 

carriers" direct~ or indirect~ connected vith the operation of air 

services" 18 comprehensive. The functions of dealing with records and 

accounts 18 admin18tered by requiring air carriers to submi t periodic and 

special reports and to file them with the Board in the prescribed man-
345 

ner and forme 

These reports consist of a statement of the number of airplanes 

owned or used" seats per plane" value" details regarding accidents" 

amount of expenses and f'reight carried including payne nta" fuel con-

sumption, passenger mUes flown, passengers carried, passenger seat 

miles, load factor, schedu1ed trips, personnel employed, rate of pay, 

and balance sheet and income statement. These f'inancial and operating 
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reports constitute the principal factual data availab1e to the Board 

for the economic regulation of the air transport industr.y. It 18 ne­

cessary that these bodies of facts should be so accurately as possible. 

Violation of air carrier's reporting practices to conform with the re-

gulation and professionaJ. aceounting standards are diseovered through 

the examination ot records and books ot accounts to check the integrity 

and reliability of reports affecting the etfie iency and econ0Ill1" of . 

air carrier opera~ion. The field audit provides the Board with veri-

fied faets upon which to base economic decision and to assure that the 

earrier's books reflect the transactions and are kept in accordance with 
.346 

the prescribed regulations. 

Uniform S18 tem of Accounts 

In the aceounting field, the Board prescribes a unitorm system of 

accounts similar to the one prescribed by the United states Civil Aero-

nautics Board. The principal objective in the requirement of a uniform 

system of accounts is ta enable more effective regulation to check whe­
.347 

ther just and reasonable rates are charged by air carriers. 

Accounts are classified into six classes each further divided into 

sections. 

1. Operating Revenue Account 18 divided into - a. transportation; 

b. air service; and co incidental. Under transportation 1s recorded 

rece ipts for carriage of persons and cargo. Air service includes all 

receipts trom non-scheduled operation as charter trips, aerial photo­

graphy, crop dusting, special advertising trips, etc. Incidental re-
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cords transaction as sale ot portion ot motor tuel, repair works, 

restaurants operated, rents trom land, building and m18cellaneous 
348 

services. 

2. Operating Expense Accountis more detai1ed and invo1ves contro-

versia1 matters. Under "Maintenance ot Fields, Structures and Equip-

mentit are inc1uded not only repair, maintenance, depreciation and ret1re-

ment ot buildings and tlying equipment, but alao superintendence, in-

surance, injuries on·persons and other misce1laneous expenses. 

:3. Income Account shows tor each fiscal year the total amount ot 

money which a carrier receives or 18 entitled to receive trom other 

sources, the total amount ot Money paid out and the gain or 10ss sus-

tained. Income trom nOperation" shows a11 revenue trom transportation 

and other activit1as, a11 operating expenses, taxes and co11ectib1e 

revenue. The balance ot these entries determines the net income. 

ItNon-Operating Incomelt inc1udes balances in a11 accounts, showing net 

income trom m1sce1laneous physical properties, interest on investments 

in bonds, income trom special tund, dividend, amortization and other 

miscel1aneous items. The total ot this account, added to net income 

trom operation, gives the gross income ot the carrier. Deductions trom 

gross income include net loss on miscellaneous physica1 property, rent, 

taxes, interest on long-term debts, interest deductions, amortization, 

discounts, expenses and other items. The total of this amount, deducted 

from gross income ot the company gives net income. l'Disposition ot Net 

IncomeQ shows the sinking fund, dividend and miscellaneous appropriation 
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atter deducting the total of these items" the remainder is carried 
349 

to profit and loss. 

4. Profit and Loss consista of sman groups ot account vhich torm 

the connecting link between incoma aceount and balance sheet. This ex-

plains the changes in surplus or deficit from operation in each period 

as vell as changes caused by appropriation of surplus by accounting ad­

justment attributable to periods tor which books have already been 

closed or by m1scellaneous losses and gains not recorded elsevhere. 

This Account is divided into wo.- 1. Credit which includes the 

credit balance at the beginning ot the fiscal year, balarice transferred 

trom income" profit on equipment sold" delayed income credit and appro-

priation to reserves" the dividend appropriation of surplus and mis cella-

neous items. After closing this account" the balance is transferred to 

the balance sheet statement under the general heading ot unappropriated 
350 

surplus" if any. 

5. The Balance consists of assets and liabilities. On the asset side 

are listed investment" current and accrued assets" special fund" de-

ferred debts and reacquired and treasury securities. On the liability 

side are the stock" long-term debts" current and accrued liability" 

deferred credit" reserves" appropriated and unappropriated surplus8s. 

6. Real Property and Equipment Account is an expansion of the 8ec-

tion of the balance sheet account concerned vith investment and is de-

signed ta exhibit the investment of each company in property used in 

air service and in incidental operation. Lands" buildings and equipment 
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are included in this account. Ali charges on this account are ·based 
351 

on cost of items secured. 

Accounting and Statistics Forma 

The following aceounting and statistics forms are required to be 

submitted to the Board by air carriers periodically: 

1. Statement of Traffie and Operating Statistics (monthly) show-

ing tratfic carried on revenue flights, total revenue and non-

revenue incarne ton miles, utilization and performance factors 

and other information. 

2. Flight Report showing type of aireraft, registration number, 

name of charter, points of origin and destination, time of ar-

rival and departure, amount of cargo and passengers carried 

and total revenue passenger and cargo ton-miles. 

3. Insuranee Coverage showing type of aircraft, policy nwnber, 

insurance company, amount of coverage for hull, passenger, cargo 

and third party liability per accident occurrence. 

4. Report on Gross Receipts and Expenditures (quarterly) showing 

receipts and disbursement. 

5. Balance Sheet (semi-annual) showing assets, liabilities, in-

vestment for assets, deferred charges and other assets. 

6. Liability and Stockholders Equity (Annual) showing current lia-

bility, unearned transportation revenue, total liability and 

stockholder's equity. 

7. List of Aircraft owned showing type of aircraft, engine, pro-
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peller, addition or deduction, depreciation, net book value. 

8. Liat of aircraft leased showing type ot aircraf't, date ot 

lease, date approved by the Board, owner, ,registration number, 

configuration, block speed, etc. 

9. List ot stockholders (ann~) 

10. List of General Officers and Directors. 

Maintenance ot Public Records of Documents SUbmitted by Air Carriers. 

The Board maintains a public record of periodic reports, agree-

mente, contracta, arrangements entered into between air carriers, ac-

counts, recorda, memoranda, tarifts, schedules and other documenta sub-

mitted by air carriers to the Board. Are thes8 documents held in strict 

confidence by the Board, or are those disclosable to the general public? 

Furnishing information to administrative agencies like the Civil 

Aeronautics Board is not equivalent ta disclosure ot such information 

to the public. In tact, 1t is a practice that statutes creating adminis-

trative agencies make it a misdemeanor for any otficer ot an agency ta 

improperly dia close information. In some instances, elaborate provi-
352 

sions in the statute and regulations control the precise conditions un-

der which and to whom the information May be revealed, while soma allow 

administrative agencies in their discretion ta release information to 
353 

the public. 

However, much of the information coming into the possession ot 

administrative agencies is not the subject of statutory provision. 

The Civil Aeronautics Act ia not an exception to this general observa-
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tion. The Act contains no provision concerning the disposition ot 

documents submitted by air carriers to the Board as to which of them 

are considered trade secrets and vhich are disclosable to the public. 

One danger, in the absence of regulation to de termine the contidential 

or non-contidential character of documents on file vith the Board, is 

that records vhich May properly be classified as trade secrets May be 

released for public consumption, or vice-versa. 

, Under Sec. 15(b)(2) ot Administrative Order No. 1, s. 1960, any 

Board member, otficer or employee, or any persan associated vith these 

persons, shall not use any confidential information or facts which 

came iota their possession or to tbeir attention during the official as-

sociation without the permission ot the Board. This provision, however, 

does not resolve the question as ta which ot these records on file with 

the Board are considered confidential or note 

The determination to make public disclosure ot the Boardls records 
354 

is reviewable by the courts. In the absence of statutory assistance, 

the courts require that information in the possession of administrative 

agoncies be kept secret or confidential. However, in sorne cases, the 

courts are unsympathetic ta keeping business facts confidential. 

It is recommended that a new provision should be incorporated in 

the Act authorizing the Board ta release for public information as it 

shall deem expedient in the public interest documents submitted by air 

carriers, providing for exceptions like trade secrets and names of cer-

tain customers and to supplement it by appropriate rules and regulations 

defining such exceptions. 
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CHAPTER XV. ENFORCEMENT OF THE ECONOMIC PROVISIONS 
OF REPUBLIC ACT NO. 776 

Rule-Making Power of Administrative Agencies 

The delegation of the rule-making power to administrative agencies 

originated in the inciustrial age. In the agricultural era, statutes 

were complete, specifie and detailed. The complexity ushered in by the 

technical age required new and flexible forme of control. As a result, 

the law-making authorities were compelled to enact general principles 

on~ and to entrust to administrative agencies the task of app~ing 
355 

them to particular situations by the issuance of rules and regulations. 

For the delegation to be valid, however, it must havelegal basis. 

The subject must be defined, standards must be laid down and norme must 
356 

be provided to enable the rule~ing authority to act with certainty, 

otherwise, the agency will be misguided in the performance and execu-
357 

tion of its duties. 

The trend in legislation now 1s to commit administrative functions 

to heads of bureaua, boards and commissions. In the United States, pub­

lic utilities control is given to commissions with the intention to give 

such commissions quasi-judicial status independent of polit1cal depart-

ment heads. In France, the Executive acts on the adv1ce of a consul-

tative body. In the United Kingdom, the point of control lies with the 
358 

Parliament giving rule-making power to min15ters. 

The trend in the Philippines, however, follows the United states. 

Rule-making is entrusted to department heads, but in the case of pub­

lic uti1ities, it 15 entrusted to administrative agencies. In air 
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tions to 1mplement the provisions ot the Civil Aeronautics Act in the 

regulation and supervision, and in the exercise ot jurisdiction and 

control over air carriers, their property, property rights, equipment, 
359 

tacUities and tranchise. Pursuant to the genera1 power, the Board per-

torms such acta, conducts investigation, issues and amende orders, gene-

ra1 and special rules and regulations and procedures as it deems neces-
3~0 

sar,y to carr.y out the provisions ot the Act. 

The powers of the Board as a regulatory body are divided into wo 

broad categories. The tiret is quasi-1egislative or "rul • ...:making" 

which inc1udes proceedinga designed to imp1ement, interpret or prescribe 

rules and regulations or po1icy and gives the agena,y greater treedom to 

accomp1ish the po1icy objectives. The second is quasi-judic1a1 (adju­

dicatory) which is akin to those handled by the courts having accusatory 

and diBcip1inary powers characterized by allegation of past infractions 

ot lawa, rules and regulations and resulting in punitive action such as 

cease and desist orders, suspensions, revocations and 10ss ot privi-
361 

1eges. These do not inc1ude other functions such as investigation, su-

pervision, prosecution and adviaory. 

Ru1e-Making Power of the Civil Aeronautics Board. 

In genera1, the Board derives authority to issue rulea and re~ 

1ations from Section 10(B) of Repub1ic Act No. 776, the pertinent pro­

visions ot Section 10(C) and Chapter IV of the Act which relates to 

certificate ot public convenience and necessity. However, it is he1d 
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that rules and regulations cannot be adopted by the Board and imposed 

upon those subject to its jurisdiction on the bas18 of Section 10(B) 

alone for such provision confers general rule-making power. Specific 

rulel!l and regulations issued by the Board, if any, derive authority 

from the pertinent provisions of Sec. 10(0) and those set forth un-
362 

der Title IV on11. Hence, all derivative ru1es and regulations issued 

pursuant to the relevant provisions of Sec. 10(0) and Title IV of the 

Act are the complete statement of ru1es andregulations to guide air 
363 

carriers on economic rnatters subject to government regulation. 

These regulations are substantive ru1es and are different from 

Administrative Order No. l, s. 1960 which pre scribes the rules in the 

conduct of business before the Board. Violation of these regulations 
364 

is punishable. Their constitutionality were uphe1d in a foreign juris-
36, 

diction. 

The subject of supp1emental regulations 18 divided into three 

types. -

1. Those which direct1y authorizes the Board to issue imple-

menting regulations. 

a. Proof of service of application for permit (Sec. l,). 

b. Terms, conditions and limitations of permit (Sec. 11, 

par. ,). 

c. Application for abandonment of routes (Sec. 11, par. 6). 

2. Those which regulate air carriers in general terms without 

stating that the Board shall imp1ement them by regulation 

but require sorne directive to make them effective. 
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a. Etf'ectivity and duration of' permit (Sec. 24). 

b. FUing of' division of' rates and chargea (Sec. 10(0) (2). 

c. FUing of' annua1,. monthq, periodic and special re-

ports (Sec. 10(0)(6). 

d. Prescribing f'orma of' accounts, records, memoranda on 

movement of' tra.f'f'ic (Sec. 10(0)(7). 

e. Report on shares of' stocks of' air carriers (Sec. 10(0)(8). 

3. Those which are so specifie as to require no regulation to 

make them ef'f'ective. 

a. Requirement of' permit to engage in air commerce 

(Sec. 11, par. 1) 

b. Notice of' application (Sec. 16). 

c. IssUéU~ca of' permit (Sec. 21). 

d. Alteration, amendment, mod1.f'ication, etc. of' permit 

(Sec. 11, par. 2). 

e. Transf'er of' permit (Sec. 23) 

t. Prohibition ot proprietary, etc. rights in the use of' 

airspace, etc. (Sec. Il, par. 4). 

g. Requirement of' reports f'rom air carriers (Sec. 10(0)(5). 

h. Filing of' contract, agreement, understanding or any 

arrangement (Sec. 10(0)(6), 3rd.saentence). 

The f'irst and second categories require some Bort of' implementing 

action to impose penalties, or to make the meaning clear while the third 
366 

category are sel.f'-executing rules of conduct. The specifie rule-making 
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provision under the rirst category conCers legislative power upon the 

Board, while the. others are merely interpretative without statutory 

rorce and not binding upon those af'fected •. Questions aris1ng from 

the third category may be presented belore the courts. 

Adjudicatory Power of the Civil Aeronautics Board. 

The Board adjudicates - 1. economic cases, which rerers to appli-

cation for air carrier permits; 2. economic enforcement cases pertain-

ing te violation of the provisions of the Act, rules and regulations, 

or terms, conditions or limitations of the permit. 

The main objective of the Board in an economic enforcement proceeding 

18 te enCorce compliance with the economic provisions of the Act, rules, 

regula tions, orders, certif'icates, and exemptions primarily te protect 

the public and the carrier from unfair and destructive competition, UD-

just discrimination, abuse and maltreatment of passengers and to improve 

quality and dependability of service. 

In the execution of this f'unction, the Board, upon complaint or upon 

its own initiative conducts an investigation to see whether any individual 

or air carrier, domestic or international, is committing any infraction 
367 

and takes such appropriate measures to prevent further violations. 

A complaint is ordinar1ly disclosed to the Board formally or infor-

mally by a member of the industry, the public, government agency, the 

Board records, or an air compliance officer of the Board. It covers a 

variety of subjects from irregular and service deficiencies, failure to 

observe scb~du1es, omission of stops, early or delayed departures, can-
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cellation of confirmed reservations, taritf problems, collection of 

additional fares, undercharges, overcharges, misleading advertisements, 
368 

preferential treatment to other passengers. 

Informal Complaint 

Informal complaint is made to the Board in writing. Matters are 

handled by the Board by correspondence or conference with the appropriate 
369 

person. Informal enforcement actions may consist of a warning or a 

gentle reprimand to encourage voluntary compliance with the matters com-

plained against, unless the subject is of such a nature as to b e the 

proper subject or a formal complaint. The filing or an informal complaint 

is not a bar to the filing of a formal complaint. 

Formal Complaint 

A forma! complaint filed in economic enforcement proceeding, however, 

must conform w1th the Board's requirement as to form and filing of docu-
370 

ments. It must be properly signed and veritied under oath. In case it 

is verified or subscribed by any other pers on other than the pers on filing 

it, the reason must be stated. The power of attorney or other authority 

must be fi1ed with the document. If the complaint does not sufficiently 

set forth the materials required by the applicable rules, the party may 

be advised of the deficiency and additiona1 information may be supplied 
371 

by amendment. 

The pers on complained against is given the opportunity to submit 

facts and ta make an offer of settlement or propos al of adjustment, un-

less from the nature of the grounds in the comp1aint, public interest 
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will not permit. This ia done in writing together with responses 

thereto and submitted to the Board within fif'teen daye alter notice 

of complaint. 

If in the Boardls opinion there are reasonable grounds to believe 

that a violation is being committed and efforts to arrive at adjustment 

or settlement failed and that investigation is in the public interest, 

the Board may proceed with the case by docketing it. Copies of the co~ 

plaint must be served on the respondent. The Board is not precluded, 

if necessary, from instituting a separate investigation or inquiry with-
372 

in its jurisdiction. 

Procedure When No Enforcement Pro cee ding is Instituted. 

Alter receipt of the formal complaint and the Board believes that 

no enforcement proceeding will be instituted, the Board advises the com-

plainant in writing of its decision together with the reason. The let-

ter of the Board is an order diamis~ing the complaint unless a request 

is made by thè complainant to review the order. Upon conclusion of the 

proceeding, the Board shall enter an order either dismissing the com-
313 

plaint or directing such other action as it May deem appropriate. 

Appearances by Persons Not Parties to the Complaint. 

After issues are formulated, the Board or the examiner, as the 

case may be, gives the parties reasonable notice of time and place of 

the hearing. With consent, appearances may be entered without request 

or grant of permission to intervene by interested persons not a party 
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to the proceeding. Such pers on may cross-examine a particular witness 

or suggest question or interrogation ta be propounded te w1 tness called 

by any party, but may not examine witnesses and may not introduce evi-

dence or participate in the proceeding. He may present an oral or writ-
374 

ten statement of their position on issues involved in the proceeding. 

Offer of Settlement 

Any time prior to final decision, a party to an economic entorce­

ment proceedtng may submit offer of settlement or propos al of adjust­

ment, which shall be submitted in writing and addressed to the Board, 

which will prompt~ notif,y the party whether such of ter or propos al is 

acceptable or note The submission cr such offer or proposal shall not 
37$ 

alter the course of the proceeding unless so ordered. 

Violations and Penalties 

Insofar as the Oivil Aeronautics Board is concerned, the following 

are the offenses enumerated under the Act with the corresponding penal-

ties: 

1. Engaging in air commerce without a permit. ;$,000 (not exceed) 
or imprisonment tor 
not more than one 
year or both, upon 
the dis cret ion of the 
court. 

2. Violation of any terms, conditions, or 
limitations in the permit, or amendment 
thereto. 

3. Granting discounts, rebates, adopting 
rates, tares and charges which are un­
just, unreasonable, und~ preferential 

;1,000 (not exceed­
ing) for each viola­
tion. 

;1,000 (not exceeding) 
for each offense. 
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or unjustly discriminator,y, issuing free 
pass, free tickets, or free and reduced 
rate transportation to unauthorized per­
sons. 

4. Unauthorized consolidation, merger, pur- 15,000 or imprison­
chase, lease, operating contract or acqui- ment of not more 
sition and control between air carriers. than one year or both, 

at the discretion of 
the court. 

5. Unapproved and un~uthorized adoption, 
establishment, maintenance, change, 
revis ion, abandonment, alteration, 
amendment, rejection, discontinuanoe, 
suspension, restoration. of any clas­
sification, rule, regulation or practice 
affecting routes, itineraries, schedules, 
classification, increase or decrease of 
flight frequencies. 

6. Interference, obstruction, bindranceor 
delayof the CAB,' or any person duly de­
legated in the performance of duties in 
the public interest. 

7. Knowingly and wilfully forging, coun­
terfeiting, altering or falsely make 
any certificate or knowingly use or 
attempt to use any fraudulent certifi­
cate. 

15,000. Repetition is 
sufficient ground for 
revocation. 

15,000. (not exceed­
ing). 

;5,000 or imprisonment 
of one year or both 
at the discretion of 
the court. 

Any violation of the, provisions of the Act, or ~ order, rule, 

regulation issued thereunder, or any term, condition, or limitation 

of any certificate or permit where no penalty is expressly provided is 

punishable with ;500. for each violation. 

The Board, under Sec. 44 of the Act, may enter into compromise 

with any of the penalties or fine imposed by the provisions of Republic 

Act No. 776. Failure to comply with the order or decision of the Board 

respecting such compromise shall be deemed good and sufficient ground 



for the suspension of the'permit or any certificate until compliance 

18 made. Compliance may also be enforced by appropriate action brought 

in a court of competent jurisdiction( Underscoring supplied.) 

Commenta on Sec. 44 of Republic Act No. 776. 

Except for the three violations enumerated above which carry im­

prisonment and/t!)r fine by way of penalty, aU other offen~es are pu-

nishable with pure~ pecuniary fines. The law does not distinguish, 

however, which of the offenses punishable vith monetary penalty is 

civil or criminal. The distinction 1& necessary as will be explained 

in the later part of this Chapter. Of course, it is not easy to dis-

tinguish beween the tvo. There is no precise measure to exactly de-

termine whether a monetary penalty is civil or criminal. In the case 

where a tax is assessed and double the amount is coUected for illegal 

manufacture vith a penalty of $,00.00, it was held that the United 

States Congress did not intend that the criminal penalty of $,00.00 
376 

should be imposed by~xecutive officials. However, a,O% addition to 

the total amount of the deficiency to be paid, is a civil administra-
377 

tive sanction. Moreover, the wiltul or intentional commiss ion of an 

offense as a bas1s for determining the criminal nature of the penalty 

is not controlling because there are situations where intentional or 

wilful commission of an offense does not carry vith it imprisonment 

as a form of punishment, but monetary penalty in the form of fine. 

Reiterating, the Board has the power to compromise both civil 

and criminal penalties. While the Board has such power, does it have 
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the authority to impose such penalties thereby giving rise to the po-

wer tocomprom18e? For, if the Board has no power to impose such pe-

nalties, as it has no power under the Act, technically, there is nothing 
378 

to compromise. 

Under the Civil Aeronautics Act, the penalty for the violation of 

the provisions of law, terme, conditions and limitations of the permit 

including the violations of the rules and regulations issued by the 

Board is fixed by Congress. These violations are made offenses by Con­

gress in the Statute and i t is Congress which fixes the penalty and 

not the Board. The determination of whether violation of such ru1e or 

regulation is punishable or not lies vith Congress. The power to im-

pose these penalties through regulation 18 not conferred upon the Board. 

The CAB 18 onl,y given the broad power to compromise any- of these penal-
379 

ties, civU or criminal. 

Procedure in the Conduct ot Economie Enforcement Proceedings. 

Economie enlorcement proceedings are ordinaril,y instituted against 

two types of air carriers. - 1. Thoae who operate air service without 

a permit; 2. Those who are duly authorized by the Board to engage in 

air commerce. The proceedings tor both cases are not the same. 

In the case of air carriers operating vithout a license, the Board, 

upon complaint or upon its own initiative may conduct a preliminary in-

vestigation. Air compliance agents are sent out in the field where 

the alleged violator is reportedly operating. The investigators check 

airport logbooks to see if the illegal operator carries passengers or 
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or cargo tor pay or hire. They interview witnesses and the operator 

himself', if possible, intorming him ol the complaint against him. In 

sorne cases, he is infoI'11UÜl1' summoned belore the Board. 

In case he denies the charge, but the Board has established a pri­

ma lacie case against him, a criminal case is lUed through the Board 's 

counsel against the operator in the appropriate Court ot First Instance 

tor violation ol Section 42(A) ol Republic Act No. 776, i.e., lor en­

gaging in air commerce without a permit. The Board 18 the complainant 

and the operator 18 the respondent. 

If' at the conclusion ot the trial .. the respondent 18 tound guUty 

by the tiourt, it imposes the penalt.Y corresponding to that provided 

under the Act lor the oltense committed with reduction thereot depend­

ing on the mitigating circwnstances. An order ot prohibition or in­

junction may aIso be l8sued by the court. The power ol the Board to 

compromise penalties does not apply in this particular situation. Nor 

the court .. in the view ol the writer, has the right to do so. 

In the second case, however, where the alleged violator is a d~ 

licensed air carrier, the Board, likewise, upon complaint or upon ini­

tiative May conduct an investigation. In the case ot a tormal complaint, 

the procedure in the hearing belore the Board is explained on page 136 

ot this Study. 

However, at any time in the course ol the hearing and prior te 

the linal decision, the respondent May suhmit an olter ol compromise 

settlement or propos al ol adjustment in writing addressed to the Board 
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which will promptly notit,y the party whether such otfer or proposaI is 

acceptable or note The submission of such offer or proposaI does not, 

hovever, alter the course of the proceeding unless so ordered. 

In case the Board enters into a compromise vith the carrier, but 

the carrier tails to carry out the terme of the compromise agreement, 

the Board may suspend the permit until compliance is made. However, 

in case no compromise is made and the hearing is continued, and fi­

nally the Board finds the respondent guilty of the oftense charged, 

the Board issues an order penalizing the offender in accordance vith 

the Act. In some instances, the Board suspends the permit, or in ex­

treme cases, revokes or cancells the license. The power of the Board 

to compromise penalties, in the view ot the writer, applies to offenses 

punishable with monetar,y penalty only and does not apply to violations 

punishable by imprisonment and/or fine. 

Nevertheless, it is not unusual that in some instances, the of­

fender, despite the Board's order, fails to carry out the decision of 

the Board. In the absence of coercive power, the Board petitions the 

appropriate court for a judicial enforcing order, which if disobeyed 

is enforced by judicial contempt process. The ultimate execution of the 

Board's order cornes trom the judiciar.y. 

On the other side, in case of violation 1.nvolving statutory fine 

and/or imprisonment, the criminal proceeding is instituted against the 

respondent in the competent court based on the infraction committed. 

The trial of the case is held before the court. If, at the conclusion 
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of the hearing the respondent is found guUty by the court, the judge 

renders the decision and metes out the punishment correspondingto 

the offense. The penalty is imposed appropriate to thecireumstances 

of the case for mitigating reaSOnB. 

Administrative imposition of crimina1 penalty is genera~ tor­

bidden to administrative tribunals un1ike the imposition of civil and 

other remedia1 penalties 1ike revocation, suspension or non-renewal of 
380 

the permit. 

The power of the Board te cOJnpromise indicates the magnitude of 

its pow~r.· It is an aet of grace. If one refuses to paya mitigated 

penalty, he May pay the maximum penalty in the appellate court. This 

system is defective. Opportunity for diseriminatian is more than theo-

retiea1 in this case. This 100se administrative practice atfords an 

opportunity for judicial review, but the appea1 in the majority ot 

cases is 11lusory for reasons like distaste of criminal prosecution, 

expense, risk of paying the maximum penalt,y, ineonvenience and delay. 
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CHAPTER XVI. AUTHORIZATION FOR THE NAVIGATION 
OF FOREIGN AIRCRAFT 

381 
The Chicago Convention of 1944, International Air Services 

382 
(Two Freedoms) Transit Agreement and the bilateral air agreements 

concluded with other countries are the bases for the authority of 

toreign air carriers to navigate in the territor.y of the Philippines. 

The Chicago Convention ot 1944 

The Most notable achievement of the Chicago Conference vas the 

Convention on International Civil Aviation, otherwise known as the 

Chicago Convention of 1944. In etfect, the Convention solved tecbni-

cal problems ot international aviation, air navigation and air trans­

port, but did not have the power to regulate the economic aspect of 
383 

international civil aviation. 

As a consequence of the failure ot the Conference to produce a 

multilateral agreement on the exchange of commercial rights, States 

parties to the Conference reverted back to the old concept of airspace 

sovereignity under the Paris Convention of 1919. Under Article l of 

the Paris Convention, "the Contracting States recognize that every state 

bas complete and exclusive sovereignity over the airspace ab ove its 

territor.y." This provision is reproduced in Article l of the Chicago 
384 

Convention. 

The Chicago Convention of 1944 to which the Philippines is a sig-
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natory contained a number of guiding principles governing the opera­

tion of foreign airlines to and through the country. For example, 

the Convention granted the right to aIl aircraft of Contracting States 

"being airerait not engaged in scheduled international air services" 

to make flights into or in transit non-stop across the territory of ano-

ther Contracting State and to make stops for non-traffic purposes with-

out the need of obtaining prior permission, but subjected the privilege 

of taking and discharging passengers or mail te authorization. 

Article 6 states that nno scheduled international air service May 

operate over or into the territory of a Contracting State without pre­

vious authorization.n The right of cabotage is reserved to the discre-

tion of states subject to the understanding that such l"ight, if granted 

to a foreign state, will not be a basis for discrimination (Article 7). 

Article 17 of the same Convention confirma the principle that air-
38, 

crait have the nationality of the state in which it is registered, and 

that states have the right to designate the route to be followed with­

in its territory by international air service and the airport in which 

any such service may use' Article 68). 

International Air Services Transit Agreement. 

The Chicago Conference produced two other independent agreements 

besides the Convention.- 1. The International Air Services Transit Agree-

ment; and 2. International Air Transport Agreement. Most states accepted 

the tirst agreement but the latter was adopted by only a few states 

like the United States, Netherlands, Sweden and a few Latin America.'1 
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countries. The Transport Agreement was even denounced by the United 

States later. It is practically a dead letter now. 

The Transit Agreement provides for the exchange of traffic pri­

vileges of flying across foreign territory# and of landing for non-
386 

traffic purposes - the firat fttwo freedoms of the air". The Agree-

mentI which was signed by tWenty-six states# aimed·to create a con-

ventional right of innocent passage for scneduled flight granting the 
387 

tirst wo freedoms. But# by the fact that sorne states did no:t sign 

the agreement goes to show that those states did not recognize the 
388 

r~ht of innocent passage. This Agreement# although not yet accepted by a 

number of states, is said to represent a positive achievement towards 

the freedom of the air. 

Bilateral Agreement - Chicago Standard Form. 

The failure ot the Chicago Conference to come out with a multila-

teral agreement on the exchange ot commercial rights in international 
389 

air transport regarding the economic control of international aviation 

iave rise to bilateral negotiation as the only means with which "com-
390 

mercial treedoms" could be obtained. To states which are both not 

parties to the Convention, bilateral treaty 16 the most practical way 

tor the mutual exchange of air rights. 

The Final Act ot the Conference contained a Standard Forro of Agree-
391 

ment for Provisional Air Routes which serves as a model for bilateral 

arrangements. Under this torm, ItContracting Parties grant the right 

specified in the Annex hereto necessary for establishing international 
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civil air routes and services therein described." 

The Annex ta the Agreement includes a description of the routes, 

rights granted and conditions incidental ta the granting of such rights. 

Where rights of non-traffic stops or commercial rights are granted, 

the Annex includes a designation of the port of calI at which stops could 

be made or at which commercial rights for the embarkation and disembarka-

tion of passengers, cargo or mail are discharged. Each state is enti-

tled ta designate the carrier by which the rights granted will be exer-

cised with the other state bound to give the appropriate permission ta 

the designated carrier maybe required to quality before the competent 

aeronautical authority. 

The Standard Form contains provisions concerning non-discrimina-

tion in airport charges, custom duties, exemption from taxes on fuel, 

equipment stores on board the aircraft, mutual recognition of certificate 

of airworthiness and compliance with the national laws and regulations 

of the state flown. 

"Bermuda Type" Bilateral Agreement. 

The form which later became the model bilateral air transport 

agreement between countries was the "Bermuda Type" agreement which was 

worked out by the United States and the United Kingdom at the Conte-
392 

rence at Bermuda in Januar,y 1946. Under this type, carriers grant to 

the carriers of the other countries the two "technical freedoms" 

(right of overflight and landing for non-tratfic purposes), subject to 
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the rights of each countr,y to designate the route to be followed and 

the airport to land. Each country grants the privilege of entry and 

departure to embark tratfic in the terri tory under certain tra.ffic prin-

ciples and limitations such as rate approval and adequate capacity 
393 

and ex post facto review of the carrier operation. 

Non-Scheduled International Air Service. 

The Convention draws a distinction between non-scheduled fllght 

not engaged for pay or hire and that engaged in the carriage of pas-

sengers and cargo for remuneration. It provides that each state agrees 

that aircraft of the other Contracting States in non-scheduled flights 

are granted: a. right to stop for non-traffic purposesj b. right to 

enter and f],y over non-stop; and c. right to enter and f],y over and 
394 

stop for non-traific purpose on a transit flight. However, these rights 
395 

are not absolute. The practice of States are inconsistant and haphazard. 

With respect to the first catagory, entry and departure of non-

scheduled flights in the Philippine territory shall be given in advance 

and must comply with the national regulation in force. For airerait of 

States parties to the Convention, it is not necessary to obtain permis-

sion from the Philippine Government, but prior notification shall be 

given to the Civil Aeronautics Administration concerning the details of 

the flight such as name of the operator, type of aircraft, flight num-

ber, radio call sign, pilot and crew, purpose of the flight, passengers 

and cargo carried, origin and ~estination of the flight. Moreover, appro-

priate clearances as to the entry of the aircraft and security of the 

flight must be secured from the Department of Foreign Affairs and the 
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Philippine Air Force, respectively, aside trom the Customs and Immi-

gration clearances in case the aircrait bas passengers and cargo to 

disembark and unload. The Civil Aeronautics Board, which is concerned 

with the economic aspect of the flight, has no participation in this 

type of operation. 

With respect to the second categor.y, i.e., non-scheduled flight 

for pay or hire, the airerait has the privilege of taking on or dis-
396 

charging passengers, cargo or mail. The same formal entry requirements 

are demanded like that of the first categor.y. But, in case the airerait 

will discharge or pick up passengers and cargo, the Civil Aeronautics 

Board has the authority to impose such restrictions, conditions and li-

mitations as May be considered desirable. A permit must be secured 

from the Board to lawfully operate such kind of non-scheduled flight. 

An example of this tlight is an international charter flight. 

Even if the ICAO Council stressed that the imposition shall not be 

exercised as to render the operation of this type of transport impossi-
397 

ble or non-effective, the Philippine law on aviation requires that a 
398 

permit shall be first secured prior to operation. 

In conformity with Article 7 of the Convention, the Board would 

not allow any airerait to pick up or discharge passengers or cargo in 

any place to be disembarked or unloaded in any other place in t~e Philip-

pines. To enable the foreign air carrier to c~ passengers or cargo 

and dis charge them within the national territory, there must be the 

prior approval of the Board. 
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International Scheduled Air Service. 

Article 6 of the Convention'provides that "no scheduled interna-

tional air service mal" be operated over or into the territory ot a Con-

tracting State except with special permission of the State tlown and 

in accordance with the terms ot such permission." "Air Service" is de-

tined as any scheduled service pertormed by aircrait tor the public 

transport of passengers, mail or cargo (Article 96). 

However, the term nscheduledft is not detllled in the Convention, 

but the Council of lCAO, for the iUidance ot the Contracting Parties 

has adopted ths following detinition: 
399 

nA scheduled international air service is a series ot 
tlights that possesses all ot the tollowiDg characte­
ristics: 

a. It passes through the airspace over the territory 
ot more than one statej 

b. It is pertormed by aircrait tor the transport of 
passengers, mail or cargo tor remuneration, in such 
a manner that each tlight is open to use by each 
member of the public; 

c. It is operated, so as to serve trattic between the 
sarns two or more points, either -

(1) according to a published timetable, or 

(2) with tlights so regular or trequent that 
they constitute a recognizable systematic 
series. 

Foreign airlines operate Bcheduled service to Manila on the basis 

of the permit granted bl" the Board as approved by the President pursuant 

to the bilateral air agreements concluded bl" the Philippine Government 



with other states. These agreements conta in provisions providing for 

the reciprocal exchange of traffic rights and privileges between the 

flag carriers of the contracting parties. For example, Article 5 of 

the UK-PI Air Agreement when still in force, provided that the ftair_ 

lines designated by- either Contracting Party- shall enjoy-, while opera-

ting the agreed services, the rights to r~ their airerait across the 

territory of the other Contracting Party-, to make stops therein for 

non-traffic purposes, and to make stops ror the purpose or putting down 

international traffic in passengers, cargo and mail." Substantiall:y 

similar provisions appeared under Article III of the India-PI Air Agree-

ment, Pakistan-PI Air Agreement and PI-Israel Air Agreement. 

Under the Annex attached to the PI-Spain Air Agreement, ltthe air­

line of each Contracting part.y shall enjoy- in the territory or the other 

the right of transit and non-traffic stops at airports open in each 

country for international traffic, as well as the right to embark or 

disembark international traffic consisting of passengers, cargo and 

il " ma • 

However, under the PI-Mexico Air Agreement, both governrnents reci-

procally grant one or more designated airlines of either country to con-

duct air transport services and to enjoy- rights or transit and stops 

ror non-traffic purposes, as weIl as the right of commercial entry and 
400 

departure for international traffic in passengers, cargo and mail. 
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CHAPTER XVII. DETERMINATION OF CAUSE OF 
AIRCRAFT ACCIDENT 

The investigation of aC'cident involving civil a ircraft 18 the res­

ponsibility of the Civil Aeronautics Administration, not the Civil .ero-
401 

nautics Board. The Aircrait Accident Investigation Board, which i8 di-

rectly' under the Administrator, actually' handles the investigation. In 

the performance of the func'tion, the Board observes Article 26 of the 

Chicago Convention which i8 the relevant article relating to aircrait 

accident in the international field. The national regulation on air­

cratt accident and practices Of the Airerait Accident Investigation 

Board have no ditference with the international standards and recommended 
402 

practices under Annex 13 to the Convention. 

Background of Aircrait Investigation 

nAircrait Investigationn 18 recognized as one of the fundamental 
403 

elements of improved safety and accident prevention. This is brought 

about by the increased capacity of modern airerait and continuing growth 

of air tratfic that inspite of the technological advances in air trans-

port and efforts to improve air saiety to forestall accidents, still 
404 

aircrait mishaps continue to occur. The need for investigation 15 so 

fundamental in the future of air satety. The reason for investigation 

18 not primarily to locate responsibility but to discover the true cause 
40, 

of the accident. 

There are few records on the subject of aircratt accident inves­

tigation prior to the Chicago Convention of 1944. The Paris Convention 
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of 1910 made no mention of aircraft accident investigation, nor was it 

specifica~ referred to even in passing in the Paris Convention of 

1919 aexcept that with regards to salvage of aircraft wrecked at sea, 
406 

the principles of maritime law will apply." This is the closest link 

to the present understanding on aircraft accident. 

The first real effort to solve the problem of accidentinvestiga-
407 

tion was made at the Chicago Conference of 1944 which study gave rise 

to Article 26 of the Convention. Article 26 of the Convention as in-

terpreted by the ICAO Council means the following: 

1. It deals only with rights and obligations of two states 

(state of registry and state of occurrence); 

2. It applies only to accident to an aircraft belonging to 

one Contracting State that occur in the territory of the 

other Contracting State; 

3. The accident must involve death or serious injury, or must 

indicate sorne technical defect in the aircraft or air navi-

gation facilities; 

4. When conditions (2) and (3) are satisfied, the unconditional 

obligation of the State of Occurrence to institute an inquiry 

rnay be delegated to another authority; 

5. The inquir,y must be in accordance with the procedure recom-

mended by the ICAO in "so far as its laws permit;" 

6. The opportunity is given to State of Registry to appoint 

observers to be present at the inquiry. 
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However, whi1e Article 26 ot the Convention provides tor injury 

on certain types ~t accident, it failed to provide tor other important 

matters. The matter ot tilling the gap, insofar as accident investiga-

tion is concerned, was entrusted to the drafters of Annex 13 to the Con-

vent ion which in the foreword states that "standards and recommended 

practices tor aircraft accident inquiries were tirst adopted by the Coun­

cil on April l, 1951 pursuant ta Article 37 of the Convention of In­

ternational Aviation in 1944 and were designated as Annex 13 ta the Con-
408 

vention. ft A draft reso1ution dealing with the application of the An-

nex to aircraft accident was prepared. It recommended that the provi-

sions ot Annex 13 should be tollowed only in inquiries invo1ving death 

or serioue injuries exc1uding "serioue technical defect in aircraft ,or 

in navigational facilities." 

Explaining the exclusion, ftthe Commission considered that the pro-

cedures in the Annex were appropriate tor inquiries into accidents in-

volving death or serioue injury, but might go too far into accidents 

indicating a serioue technical defect in a facility." States May not 

be prepared to a1low accredited representatives of other States to take 
409 

active part in the investigation of the accident ... 

The limitations of Article 26 of the Convention have been recog­

nized and Article 37 and Annex 13 are used ta bridge the gap. The Coun-

cil recommended that Annex 13 and its procedures should follow the pro­

cedure laid down in Article 26 of the Convention. Contracting States 

are not obliged to follow the procedure outlined in Annex 13 when the 
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accident does not invo1ve death, serious injury, or substantia1 damage 

to aircrait, even if the accident indicates serious technical defect 

in the airerait or air navigation facilities. Accidents invo1ving se­

rious technica1 defect in the airerait or air navigation facilities con-
410 

tinue to be governed by the national !aw of the Contracting States. 

Airerait Accident Inquiry 

Accident investigation procedure in the international 1eve1 is 

governed by the relevant provisions of Annex 13. Many amendments have 

been made in the ADnex such as - a. Definition of the terms "inquiry", 

"investigationlt and "investigator-in-chief" which were added to Chapter 

Ii b. Inclusion of the state of manufacture in the participation in an 

investigation; c. New provisions were inc1uded for the protection of evi-

dence pending arrivaI of the accredited representative of the state of 

manufacture; d. Provision for the timely notification of airerait to 

the state of amnufacture; and e. To introduce as a recommended practice 

a specification permitting the attendance of representatives of the ope-
4il 

rator. 

Throughout the Annex, the word "inquiry'1t is used as an ail embracing 

term covering the gathering of ail factual and relevant details of the 

accident, presentation of evidence to the court of inquiry in accordanee 

with estab1ished 1ega1 procedures and the submission of the final report. 

The word "investigation" previously used indiscriminately has now been 

reserved to indicate that part of the inquiry which relates solely to 

the procurement of evidence. 
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The explanation, however, did not refer to the determination of 

a probable cause of an accident although there 18 a need tor an al! 

embracing de.finition to cover all aspects of .. the examination to include 

the special function of gathering the .factual and technical information 

relating to the accident. It was agreed, however,. that the scope of an 

inqu:Lry covers - a. The investigation of the accident; b. The analysis 

of the evidence; c. The determination of the cause; d. The completion 

of relevant report; and e. Making of recommandation when appropriate. 

Applicabilitl" 

Annex 13 applies to airerait accidents occurring in the territory 

of a Contracting State to airerait registered in another Contracting 
412 

State, subject to certain standards and recommended practices. It re-

quires States in which the accident occurred to take reasonable measures 

to insure - a. The protection of evidence including saie custody of the 

airerait and its contents; b. Reasonable protection against further da-

mage, access bl" an unauthorized person, pilfering or deterioratioD; and 

c. The preservation bl" photographie records or othe,r means of anl" mate-

rial evidence which might be removed, effaced, lost or destroyed. To 

this bas been added that nif a request is received from the State in 

which the aircrait was manufactured, the airerait remained undisturbed 

pending inspection bl" an accredited representative of that State. The 

State in which the airerait accident occurred sha11 take all reasonable 

steps to comply with such a request so far as this is compatible with the 

proper conduct of inquiry and does not result in undue delay in returning 
413 

the airerait to service where it is practicab1e. ft 



, -1,8-

The State where, the aircraft was manufactured plays an important 

role in accid,ent inquiries. Persons with intimate lmowledge of the 

perrormance or aircraft can assist to de termine the cause of the mal-', 

function of the airerait. Due to the technical complexity of modern 

aircraft, the task of determining the causes of accident becomes dif-

ficult. Thus, the MOst effective contribution of the State of manu-

facture would be to participate actually in the investigation. 

There are opposing viewa as te the free and unrestricted partici-

pation of the State of manufacture in airerait accident investigation. 

However, a compromise solution was agreed upon and the following provision 

was adopted into Annex 13 in the form of Standard: 

nThe State in which the aircraft vas manufactured ahall 

be entitled to appoint an accredited representative to 

be present at an inquir,y into an accident to a turbine-

engine transport aircraft unless it is specifically in-

dicated in the initial notification of the accident re-
414 

ferred to 4.1 that such action is unnecessary.n 

It is also a recommended practice that nwhen the State conducting 

the inquiry makes a request to the State of manufacture to participate 

in an inquiry, such State should provide an accredited representative 
41, 

to attend the inquiry." 

Notification of Accident 

Timely and expeditious participation of accredited representatives 

depends upon speed of communication between the States concerned. There 
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was no uniform system in communication. These' snagB add to other pro-

blems in organizing an investigation in sorne countries. To facilitate 

communication, it was agreed that ICAO should establish a uniform com-

munication system. 

Now, an initial notification has to be sent iImnediately alter an 

accident which contains only the essential information.' A subsequent 

notification provides the further details concerning the accident and 
416 

progress of investigation. It is now a standard that the State of manu·-

facture be notified with the same priority as the State of registry. 

Inquiry 

The inqu1ry instituted by aState includes the investigation and 

obtaining and recording of a11 a vailable relevant information, analy-

sis of evidence, determination of cause, completion of the report and 

making of recommendation when appropriate. Whenever possible, the scene 

of the accident shall be visited, wreckage examined and statements taken 

from witnesses. The State in which the accident occurred is responsible 

for the conduct of the inquiry or the facilitation of its conduct by any 
417 

State to which it has delegated the responsibility. 

After stating what should be included in the inquiry, it proceeds 

to recommend that the investigation should have procedures over any other 

phase of the inquiry. Any Contracting State should, on request by the 

State conducting the inquiry, furnish all relevant information availa-

ble and shall be entitled to appoint an accredited representative. It 

is further recommended that participation in the inquiry should confer 

entitlement to visit the scene of the accident, examine wreckage, ques-
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tion witnesses, have full access to relevant ev idenc e and to provide 

copies of all pertinent documents and make submissions in respect to 
418 

the various elements of the inquir,y •. 

Finally, it is the responsibility of the State of registry to con-

duct any inquir,y which might result from an accident occuring in a 10-

cation which cannot be established as being in the territory of a Con-

tracting State. The State of registry should endeavor to carry out an 

inquiry in cooperation with the State in which the aircraft accident 

occurs, .but failing such cooperation should itself conduct an inquir,y 
419 

vith such information as is available. Nothing precludes aState con-

ducting or participating in an aircraft accident inquiry from calling 

upon the best technical adviser from sources like operation, the manu-

facturer and the pilots. 

Report 

'!'wo types of reports may be necessary - 1. Report on Inquiryj and 

2. Summary of Report. The Report on Inquiry is more flexible in the 

preparation because of different legal procedures. In the case of 

Summary of Report, standardization of format and terminology is required 
420 

to facilitate speed of dissemination and understanding of its contents. 

The Report of Inquiry provides a basis for initiating improvement 

for the promotion of safety in aerial navigation and aviation in general. 

To achieve this end, i t becomes necessary to know the whole story be-. 

hind the accident. The State of registry, the State of manufacture, 

and other pE1rticipating states are also entitled to receive copy of the 
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421 
Report. The preparation of the Report is the prime responsibility of 

the State which institutes and eonducts the inquiry. But, it is a re­

commended praetice that such State should consult the State of registry 

and the StfJ.te in which the airerait was manufaetured, if that State in 

which the airerait was manufactured had appointed and aceredited repre-
422 

sentative at the inquiry before publishing a Report or any part thereof. 

It is a reeommended practice that aState receiving a Report or aqy part 

thereof should not eireulate or publish such information without the con-

sent of the state instituting the inquiry unless the Report has been re-

leased by the state instituting the inquiry. 

Where the report of an inquir,y into an accident whieh oceurs in the 

territory of the State of registry contains matters of exceptional in-

terest in the promotion of aviation saiety, the State should send to the 

International Civil Aviation Organization three copies of the Report in 
423 

the prescribed manner. 

Problems of Implementation 

When ICAO Couneil adopted Annex 13 in April 1951 and recommended 

to States that the Standards and Reeommended Practices for airerait be 

followed for accident inquiries in accordance with Article 26 of the 

Convention, sorne States find it diffieult to follow the standards and 
424 

recommended practices laid down in the Annex. However, it vas aecepted 

that States MaY, in accordance with Article 38 of the Convention, de-

viate from any provision of Annex 13 in view of the varying degrees in 

the stages of aviation development in Contracting states, except those 
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required under Article 26. 

a. In accident involving death or serious injur,y or indiea­

ting serious technical defect in the airerait or air na­

vigation facilities, States are obliged to institute an 

inquir,y 11 an accident occurs within their boundaries; 

b. The State in which the aircraft is registered shall be 

given the opportunity to appoint observers to be present 

at the inquir,y; and 

c. The State holding the inquir,y shall communicate the re­

port and findings ·to the State of regist17. 

Aircraft Accident Investigation in the Philippines 

When death or serious injury to pers ons or property reaulted in 

an airerait accident, a report of auch accident will be made immediate-

1y by the pilot and the registered owner to the Administrator or to the 

nearest known inspector of the Civil Aeronautics Administration. How­

ever, when the accident causes damage to airerait, the accident shall 

be reported without delayby the registered owner, operator or by the 

pilot to the Administrator in the forro provided for the purpose._ 

The inspector, upon receipt of the information about the accident 

within his jurisdiction, will notify the appropriate person in charge 

of aeronautical matters and the law enforcement officers and request 

their aid in securing assistance to injured persons, policing ~ place 

of the accident and determining the probable cause thereof. No person 

ia allowed te remove from the place of accident any materials nor enter 
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upon the place except tor giving assistance te injured persons. The 

wreckage shall be preserved un1ess re1eased by the investigator in 

charge of the Accident Investigation Board,.or 8Df authorized inspec­

tor of the Administration in the following· cases: 

1. Accident invo1ving death or serious injury; 

2~ Accident invo1ving structural f'ailure in f1ight; 

3. Accident invo1ving any circumstanees which indicate to the 

airmen invo1ved the necessity of preserving the wreckage 

in order to permit a complete and full investigation. 

Upon receipt of notification, the Accident IDvestigation Board or 

the members thereof proeeed ta the place of accident, inspect and pro­

vide for the preservation of evidence pertaining te the accident and 

hear testimony ora1~ or by deposition or by affidavit d~ recorded. 

The Administrator designates the chair.man who will conduct the hearing, 

administer oath, issue a subpoena and a subpoena Itduces teCUII" and take 

depos i tions. 

At the conclusion of the hearing, the Accident Investigation Board 

will forward its findings with testimony and other evidence to the Ad­

ministrator, who shall make a report to the Civil Aeronautics Board the 

facts, conditions and circumstances re1ating to the accident and the pro­

bable cause thereof and makes recommendations as to prevent similar 

occurrences in the future. The Civil Aeronautics Board determines the 

cause of the accident. 

If the accident resu1ted in serious or fatal injury, the Board 
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makes public such report and recormnendations. No report of any acci-

dent or any statement made during My investigation or during the hear-

ing relative to such accident may be admitted as evidence or used in 

any lawBuit or action for damage growing out of any matter within such 
42, 

report. 
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CHAPTER XVIII. ADJUDICATION OF APPEAL FROM SAFETY ENFORCEMENT 
DECISIONS OF THE CIVIL AERONAUTICS ADMINISTRATOR 

Regulations designed ta ensure a high degree of safety in air 

transportation are the joint responsibilityof the Board and the Admi-

nistrator. The Board is principally concerned with the promotional 

aspect of air safety-; whereas, the Administrator is in charge with the 

development and enforcement of the satety provisions of the Act and 

the rules and regulations affecting aviation safety. 

In the performance of its tunction, the Administrator, among others, 

~stablishes civil airways, issues a1rmen '8 oertificates, type certificate 

for aircraft, engine and propeller and the inspection and classification 

of air navigation facilities. He promulgates rules and regulations in 

the interest of satety in air commerce pertaining to the issuance of 

a1rmen 's certificates and other rules and regulations and standards go-

verning practices, methods and procedures. Furthermore, to assure the 

enforcement of the rules and regulations, he conducts inves~igations. 

Refusal to submit to the reasonable requirements of the investigation 
426 

is punishable. 

With respect to airmen1s certificates, the Administrator issues, 

denies, cancells, or makes any certificate, permit or license pertaining 
427 

to aircratt, airmen and air agen,eies. It imposes fines and/or civil 
428 

penalties and makes compromises with respect thereto. 

The Board, however, on appeal from the decision of the Administra-

tor, reviews, revises, reverses, modifies, or atfirma any decision or 
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order of the Admin18trator on matters pertain10g to _ 

1. Grounding of airmen and airerait; 

2. Revocation of ~ certificate or the denial by the Admi-

n18trator of the issuance of .any certificate; or 

3. The imposition of civil penalty of fine in connection with 

violation of anyprovision of the Act, rules and regula~ 

tions issued. 

The Board determines whether it will impose, remit, mitigate, 10-

crease, or compromise such fines and civil penalties, as the case May 

be. 

Antecedents of the Appea1 Power of the Board 

The power of the Board to review the dec18ion of the Administrator 

on matters pertaining to the issuance of certificates to airmen and the 

denial, cancellation, etc. 18 traced back to the United States Air Com-

merce Act of 1926. Under Act No. 3909 promulgated by the Philippine ~-

g18lature in 1931, the Secretary of Commerce and Communication issued 

the rules and regulations regarding licensing of airmen and airerait, 

air traffic rules, which rules and regulations should conform with those 

of the Air Commerce Act of 1926. 

Under the United States 1aw, the Secretary of Commerce, through 

the Bureau of Air Commerce, administered the regulatory and promotional 

activities in aviation. But, the Bureau of Air Commerce failed to ad-

minister the safety provisions of the Act as expected. It suffered from 

unfavorable criticisms from the public. An investigation was made and 
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in 1938, with the enactment of the Civil Aeronautics Act the power of 

the Secretar,y of Commerce on aviation safety was transferred to the 

Civil Aeronautics Authority, the Administrator and Air Safety Board, 

which agencies earned excellent reputation in the administration of the 
430 

safety provisions of the Act. 

With the reorganization of the Authority in 1940, the agency vas 

renamed the Civil Aeronautics Board. The Administrator became an ad-

ministrative agent reporting d1rect~ to the President and made an ofri-

cial under the Department of Commerce. The Air Safety Board was abo-

1ished and its investigation function was turned over to the Civil Aero-

nautics Board. 

The USCAB prescribed the rules and standards of satety, but t~e 

enforcement of the rules and regulations vas the dut Y of the Adminis­

t~ator except that the nBoard retains the power to app~ the MOst strin­

gent penalties for the violation of civil air regu1ations promulgated 

by the Civil Aeronautics Board such as suspension and revocation of pi-

lot 1icenses, mechanics and other certlficates, or denia1 or renewal of 
431 

certlficates aftèr it has expired. 1t 

In the enforcement of the safety rules and regu1ations, the Admi-

nistrator arranges examination of pers ons and equipment and maintains 

genera1 supervision over the ho1ders of a11 certificates to make certain 

that the original qualifications are maintained. He had the right to re-
432 

primand, to collect civil penalties and to compromise the sarne. While 

the USCAB was stripped off the enforcew~nt of the safety regulations, 
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433 
however, it retained the rule-making power. 

But, vith the enactment of the Federal Aviation Act of 1958, the 

Federal Aviation Agency vas created and the sarety rule-making func-
434 

tions of the Board were transferred to the nev agency. Under the Act, 

the Administrator issues a1rmen's certiticates in connection vith air-

craft and providing the terme, conditions and limitations as to direc-

tion, periodic and special examinations and test of physical fitness. 

±n case of persons vhose certificates are at the time of denial under .... _----_. 

order of suspension, or whose certiticates have been revoked within one 

year of the date of such denial, aqr pers on vhose application for the 

1ssuance or renewal of airmen's certiticate is denied, may file vith 
435 

the Board a petition for review of the Administrator's action. The 

Administrator issues the order amending, moditying, suspending or re-

voking any type, production, airworthiness or airmen's certiticates. 

However, any person vhose certificate is affected by such an order of 

the Administrator may appeal such order to the Board, who after notice 

and hearing, may amend, modity, or reverse the order of the Administra-

tore 

Observation and Commenta 

Under the Civil Aeronautics Act of the Phi}ippines, the Adminis-

trator issues, cancells or makes any certificate, permit or license 

pertaining to aircraft, airmen and air agencies and to impose fines 

and civil penalties and make compromises with respect thereto. The 

Board, however, on appeal from the decision of the Administrator, may 
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review, revise, reverse, modit,y, or aifirm'any order or decision of 

the Administrator pertaining to the grounding of airmen and airerait, 

revocation of any certiticate or the denial by the Admin1Strator of ,the 

issuance of any certificate or the imposition of civil penalties. 

These provisions of the Act whichgranted the Civil Aeronautics 

Board the power to review, revise, reverse, modity or affirm the de­

cision of the Administrator on specifie cases, are substantia~ repro­

duced from Sections 602 and 609 of the United.States Civil Aeronautics 

Act of 1938 and whlle no~, the issuance, denial, cancellation, etc. 

of airmen's certificates should be the function'of the Civil Aeronau­

tics Board similar to the Authority as provided in the United States 

Civil Aeronautics Act of 1938, Congress of the Philippines reposed such 

powers to the Administrator and not to the Board. 

This is one aspect where Congress of the Philippines was one step 

ahead of the United S'tetes eounterpart, for while the Civil Aeronautics 

Administrator acquired the power to ·issue, deny, cancell, etc. airmen's 

certificates since the promulgation of Republic Act No. 116 in 1952, 

the Federal Aviation Agency, the counterpart of the Philippine Civil 

Aeronautics Administration, acquired similar powers six years later. 
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CHAPTER XIX. SUMMARY AND CONCWSION 

Transportation tacilities and services in the Philippines, like in 

other countries, influence the progressive changes in the social and 

economic lite ot the people. Air transport helps to bring out these 

changes not only becauae an airline engages in a tom ot bus iness en­

terprise, but because it is closely linked with other torros ot commer­

cial ventures thus making it important. 

For example, tourism, as an industry", relies on the availabilit;y 

ot modern and tast-moving aircrait to tacilitate the intlow and out­

tlow ot tourists coming trom other countries. Domestic and toreign 

trade is enhanced tbrough the expeditious flow of goods. 

With the establishment ot more domestic airlines and other air 

carriers, air travel contributes to the national income in the tom of 

taxes. In the field ot foreign relations, however, Philippine Air Lines 

is a valuable instrument in promoting friendl;y relations with other 

countries. It pla;ys an important role in creating a favorable image 

for the countr,y abroad. 

Since its inception, air transport, both domestic and international, 

has gained an increasing measure ot public acceptance as a modern and 

reliable means of transportation. In 1946, PAL carried only 120,637 do­

mestic passengers; whereas, in 1967 it carried over 1-~2 millions. In 

the international service, the same carrier lifted 114,649 passengers in 

1967. This number ot passengers is more than fifty times than that car­

ried in 1946. Filipinas Orient Airwa;ys, Inc. and Air Manlla, Inc. had 



similar increases although in a much lesser scale. 

The cons istent growth in passenger and cargo carriage and the grow­

ing popularity of air travel to the riding public are attributed more 

to the comfort, speed, econ0lllY' and sarety which are not present in 

other means of transportation. 

With the many benefits derived from air transport, control of 

the industry at the government level is the Most effectiveway to en­

sure maximum gains through the promulgation of laws, rules and regula­

tions which are progressive and consistent with the demand of modern 

air transportation. 

Sources of Aviation Law 

The Philippine law on commercial aviation is derived from two prin­

cipal sources. " 1. Statutory legislations like the Civil Aeronautics 

Act of the Philippines and other aviation laws, and 2. Regulations is­

sued by the Board pursuant to the provisions of the Act. A third source 

of law 1s judicial dec1sions. However, there is a dearth of jur,ispru­

dence on aviation in the Philippines due to the few cases contented in 

court. 

The Civil Aeronautics Act, aimilar to other aviation 1aws, contains 

on1y the broad out11ne of the ~gulatory functions. Ineofar as it per­

tains to the Board, the practica1 details of the law are 1eft entire~ 

to the agency through the promulgation of subordinate 1egis1ation. It 

is emphasized that these regu1ations are very important and necessary. 

The standards and procedures laid down in these regu1ations are the 

pattern of conduct to which those affected must conform. Without them, 
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the Board, no 1ess than the s tart and the air carrier are, in some 

instances, uncertain as to what course ot action to t0110w in practical 

situations. And, as explained earlier, these regulations partake ot 

the nature otsubstantive law and violation thereot is punishab1e. 

It is in the area ot supplementary economic regulations, however, 

where the Board 1ags behind the growth ot air transportation. Much as 

they are needed, the regulations purporting to supplement the provisions 

ot Repub1ic Act No. 776 are tar trom adequate tor the requirements ot 

air transport. It is suggested that the Board must tormulate and issue 

more economic regulations to supplement the provisions ot the Act in the 

regulatory activities ot the Board. 

The Civil Aeronautics Act is the main source ot the Boardrs adju-

dicatory and rule-making powers. Under Section 11, par. 1 thereot, a 

permit is required prior to engaging in air commerce. This requirement 

is an excellent aid in regulation. It prevents waste ot resourcea trom 
436 

unnecessary duplication ot tacilities. The power ot the Board to amend, 

alter, modity, revoke, etc. an air carrier permit ia a powerful weapon 

to assure comp1iance with law. 

One disadvantage with certiticates, however, 1s the selection of 

the carrier to be given the permit. Usually, applicants with tinancia1 

backing and experience are more or 1ess aasured of getting the permit. 

No allowance, however, is given to potentia1 carriers who have no chance 

to prove their worth before the Board. How to keep the do or open to 

these potentia1 carriers ia a problem. 

The promotion of adequate, efficient and economical air transpor-
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tation at reasonable charges without u.njust discrimination, undue pre­

~erence or advantage is one of the immediate goals of the Board. But, 

to fix the Just and reasonable charges for the passengers and shippers 

is not easy because there are ~~erent kinds of discrimination in pas­

senger and cargo rates. 1'he cost of the service 18 difficult to detér­

mina. Accurate data on demand for air transportation are ditficult to 

secure becauae there is no one demand ~or air travel. It 18 necessary 

that statistics on both the immediate and past demanda for air·trans­

portation should be known to be able to set a rate that 18 fair and 

equitable. 

In the absence of accurate data, however, a trial device May be 

used as a temporary measure to as certain the demand characteriStics by 

varying therates on a single route, noting the effect of each ·change 

and estimating the demand for service on other lines·from the result. 

There is no objection to the requirement of reports from air car­

riers. As long as no question of public policy arises from combinations 

entered into between air carriers, it is desirable that the Board be in­

~ormed of any change at least once a year, if not more often. Audit exa­

mination of property and investigation to see what accounts are kept is 

much more desired. The need for such audit is explained in Chapter 

XIV of this Study. 

The Board has not been confronted with problems involving merger, 

consolidation and acquisition of control between air carriers. Never­

theless, petitions for merger, consolidation, etc. should be approved 

if those are in the public interest. Moreover, the Act does n\")t pro-
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vide for the regulation of air carrier securities. In the public in­

terest, the regulation of issuance of airline securities should be a 

function of the Board to ensure honest and prudent spending on the 

part of the airlines and to guard against the evUs ofovercapitaliza­

tion. 

Provisions of Republic Act No. 776 

Like some aeronautical statutes, the Civil Aeronautics Act is not 

without imperfections. Some of the provisions are improperly worded, 

the meanings are vague and a literal interpretation of the clear language 

somet1mes leads to absurdities, or fails ta convey- the true intention 

of Congress. 

For example, the last sentence of Section 10(C)(1) of the Act un­

duly restricts the power of the President over foreign air carrier per­

mit. The sentence reads: "Provided, however, That, in case of foreign 

air carriers, the permit shall be issued with the approval of the Pre­

sident."(Underscoring supplied). To restrict the Presidentls power 

ovèr air carriers of foreign countries operating to the Philippines is 

not the intention of Congress. This sentence should be amended to read: 

"Provided, however, That, in' case of foreign air carriers, the issuance, 

denial, transfer, amendment, cancellation, suspension, or revocatioD of, 

and the terms, conditions and limitations in the permit, shall be approved 

by the President." The reason for the proposed amendment is explained 

in Chapter XII of this Study. 

Section 10(C) (4) of the Act should also be amsnded in the public 

interest. While the Board has the authority to approve or disapprove 
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increase of airline capital, it has no power to control capital reduc-

tion of airlines. Moreover, while the Board authorizes the sale of 

equipment, it does not regulate equipment purchases. The power of the 

Board over sale of equipment is much less important than the power to 

authorize equipment purchases because the latter is one way of effective-

11 sateguarding overcapitalization, overcapacity and undue competition in 

the industry. To maintain a balanced air carrier competition, the Board 

should control equipment purchases and capital decreases of air carriers. 

"The Board may review, revise, reverse, modify or atfirm any adminis-

trative decision or order of the Administrator on matters pertaining to 

grounding of airmen and aircratt, or revocation or denial of any certi-

ficate by the Administrator and the penalty imposed or fine in connection 

with violation of any provision of the Act, rules and regulations is-
437 

sued." 

The Administrator is the Vice-Chairman of the Board and in some 

instances acts as Chairman in the absence of the latter. Now, is it not 

possible that the Administrator, in case of appealfrom his decision to 

the Board, can exercise influence, or play a leading role in revising, 

reviewing, reversing, moditying or affirming his own decision? 

Under Section 32(11) of the Act, nthe Administrator investigates 

aircratt accident and reports to the Board the facts, conditions and 

circumstances relating to the accident and the probable cause thereof 

x X x." This provision contemplates of a situation where the power of 

investigation lies with the Board. The Administrator has been delegated 



the function of investigating airerait accidents because he has the ta­

cilities and reports to the Board the tacts, conditions and circums­

tances and the probable cause of the accident without, however, deter­

mining the cause of the accident. The Board determ1nes the cause of 

the accident. 

In the case ot the Board, while the Administrator conducts the in­

vestigation and makes the report containing the facts, conditions and 

circumstances and probable cause of the accident, the Board !acka the 

expertise and technicallY trained personnel in accident investigation 

to de termine whether the investigation is properlY conducted, or the 

tindings are based on actual facts leading to the determination ot the 

probable cause. MOre often than not, the Board supports the tindings ot 

the Airerait Accident Investigation Board without much discussion for 

obvious reasons. 

With aircrait accident investigation, there are two alternative 

courses of action. - 1. Either transfer the function of airerait acci­

dent investigation to the Board, tagether with the facilities and per­

sonnel of the Airerait Accident Investigation Board, or 2. To maintain 

the present system without the need of the report ta the Board. 

Section 44 of the Act 15 partlY an illegal exercise of a power 

which does not properly pertain to the Board. The pertinent portion of the 

provision of the Act reads: DThe Civil Aeronautics Board May enter inta 

a compromise with respect to any penalty or fine imposed by virtue of 

the provisions of the Act."(Underscoring su~lied.) 

Sections 42 and 43 of the Act conta in an enumeration of the various 
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orrenses, both civil and criminal, with the corresponding penalties. 

Under the law, the Board is empowered to compromise both types or pe­

nalties. But, is it not an established principle in criminal law that 

criminal orrenses are in the nature or crimes committed against the 

State and, thererore, are not subject to compromise by the courts, much 

more or the Board? The power or the Board to compromise criminal penal­

ties is, in the view or the writer, beyond the purview or its regulatory 

power~ This provision should be reworded to state in clear terme that 

the authority or the Board to compromise penalties does not apply to 

criminal orrenses. 

Section 49, par. 2 or the Act is another provision with a vague 

meaning. Interpreted literally, it rails to convey the real intention 

or Congress. "Any ruling, order, decision or award or the Civil Aero­

nautics Board, except such ruling, order, decision or award with res­

pect to the issuance or a permit may be reviewed by the Supreme Court." 

(Underscoring supplied). 

The word "permit" in the above-cited provision or the Act is used 

in a general sense to include both domestic and roreign air carrier per­

mits. Nowhere in the immediately preceding provisions can it be inrerred 

that the word "permit" under Section 49, par. 2 relates exclusively to 

roreign air carriers. Properly, this provision should read: "Any ruling, 

order, decision or award of the Civil Aeronautics Board, except such 

ruling, order, decision or awardwith respect to roreign air carrier 

permit, nmy be reviewed by the Supreme Court." so as not to deprive the 

highest tribunal of the inherent power to review the decisions of lower 
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courts and quasi-judicial bodies. 

In this Study, the writer has endeavored to explore the law on 

commercial aviation and practices of the Board where possible improve­

ments can be introduced. The recommendations in this dissertation are 

not exhaustive of a11 changes that can be made along the line of govern­

ment regulation of air transport. Much more is desired to keep pace 

with the developments in the indust17. 

However, the writer has pointed out in this Study" the major problem 

are88 in the legal and practical aspects of government regulation which 

require immediate solution to make the Civil Aeronautics Act more effective 

and the Civil Aeronautics Board more powerful in the performance of its 

functions. 

- End-
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vice license are contained in Regulation 4(1) (a-k), Civil Aviation 
(Licensing) Regulations 196h. 

In the United States, particulars of the application are con­
tained in the USCAB Economie Regulations, Part 201. 

198 °Proo! of Service" May be a certificate of mailing executed by the 
person mailing the document or an acknow1edgment, or a certificate 
of the person making persona1 service. Op. cit. supra note 196 
at Sec. 5(2). 

In the United Kingdom, persons to be furnished copies of the appli­
cation are (1) applicant, if~; (2) Other persons who are holders 
of a license to whichit relates; (3) Anybody which the Board are 
by Regulation (8)(1) to consult with respect of the application or 
proposaI. Civil Aviation (Licensing) Regulations 1964, Regulation 
8(1). 

199 In the United Kingdom, particulars of the application are published 
in the official record indicating the substance thereof and make 
copies available at the office for inspection by any pers on at any 
particular time. Civil Aviation (Licensing) Regulations 1964, 
Ràgulation 4(8). 

In Canada, application for 2 license is advertised in newspapers 
in the area to be served by the applicant. Vary, op. cit. p. 99. 

200 In the United Kingdom, publication may be dispensed vith in case 
of license other than Class A or E if for reason of amergency, 
it is desirable to do 50. Regulations 4(8). 



201 RA 776, Sec. 16. 

In the United Kingdom, any objection or representations relating 
to application x x x shall be made in writing signed by or on be­
haU of the person making i t x x x served on the Board. Regula-
~ 7(1). 

202 In Canada, the application is referred to the Licensing and Ins­
pection Division, Traific and Economies and Accounting Branch. 
Var,y, op. cit. p. 99. 

203 Administrative Order No. 1. s. 1960, Sec. 10. 

204 In Canada, an application May be decided by the Board with or 
wi thout hearing, except when there is intervention. An applica­
tion for Class 5 (Contract Air Carrier), Class 6 (FlYing ClUbs), 
or Class 7 (Specialty Air Carrier) license does not require hear­
ing. Class 1 (Scheduled Air Carrier) always require hearing. 
In the case of Class 3 (Irregular Specifie Point Carrier) and 
Class 4 (Charter) license, hearing is conducted by the hearing 
examiner. Var,y, op. cit. pp. 100-101. 

205 In the United Kingdom, every Board hearing is held in public un­
less, unless it is otherwise decided in relation to the who le or 
part of the particular case. Regulation 11(2) 

206 In the United Kingdom, aside from applicant, the following have a 
right to be heard at a meeting to consider the grant x x x of any 
license: (1) Holder of air service or airdrome license; (2) Per­
sons whose business includes performance of business of carriage 
of passengers, mail or cargo for reward by rails, or by sea and 
whose principal place of business is in the United Kingdom or aQY 
of the Channel Islands or of the Isle of Man; (3) Ho1der of road 
service license aut!lorizing services of express carriage; (4) Hol­
der of A and B 1icenses; (5) Government departments or Minister 
of the Crown, inc1uding Department or Minister of the Government 
of Northern Ire1and, but not inc1uding Minister of Aviation. 
Regulation 10. 

In the United States, the parties to the formal proceedings are: 
(1) The carrier applicant seeking new or expanded authority; (2) 
Civic interests, either as app1icant or intervenors; (3) Incum­
bent air carriers or intervenors concerned with preventing an au­
thorization competitive with them, (4) Bureau counae1. Jones, 
Licensing of Domeatic Air1ineB by the USCAB, (Septernber 1962) 
p. 60. 

In Canada, representative or agent of any province or municipal 
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government or any association or body representing the interest 
of the shipper or consignees may also appear to be heard in per­
son at a Committee hearing. National Transportation Act, Sec.(17) 
(5). 

207 In Canada, any pers on may intervene in a case when the grant of 
a license will prejudice his interest by writing ta the Board of 
his intention to intervene. Vary, op. cit. p. 96. 

208 

209 

210 

211 

212 

Administrative Order, No. l, s. 1960, Sec. 19(d). 

Ibid. Sec. 22 (a - el. 

Ibid. Sec. 23 

Ibid. Sec. 25 

Ibid. Sec. 26 

213 For similar provisions in the United States Civil Aeronautics Board, 
see Rules of Practice in. Economie Proceedings 23(a),314 CFR Sec. 
302. 

214 In the United States, pre-hearing is accomplished by a notice of 
the Chief Hearing Examiner setting for th time and place of the 
conference and identity of presiding officer. ~ 

215 In the United States, the hearing examiner prepares two reports.­
(1) Confidential report to the Board describing various applica­
tions, recommendation and a draft of the order disposing of the 
matter and defining the scope of the proceeding with presumptive 
finalityj and (2) Public report containing assumptions and con­
clusions of the hearing examiner. Rules of Practice 23(b). 

216 Administrative Order No. l, s. 1960, Sec. 28. 

217 In the United Kingdom, a11 proceedings at a hearing j~ connec­
tion with any 1icense shal1 be recorded by shorthand writer, or 
if the Board thinks fit,by sorne other means and if any pers on 
so demands at anytime alter publication of the decision in the 
Board's official records, the Board shall cause a transcript of 
the records to be made available for purchase at a reasonable 
priee. Regulation 10(13) 

218 Administrative Order No. 1, s. 1960, Sec. 29. 

In the United States, oral arguments are extremely rare. It may 
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be permitted at the conclusion of the hearing by the hearing exa­
miner subject to the time limit he may impose. Rules of Practice 
25(b) • 

219 In the United States, the examiner makes an initial decision, co­
pies thereof served to the parties and given ten days to file escep­
tion. Rulea of Practice 30. 

220 Administrative Order No. 1, s. 1960, Sec. 31(a)(3). 

221 In the United States, if no exception ia filed within ten days and 
if the Board within the next twenty days takes no action to review 
the initial deciaion, such initial decision becomes the order of 
the Board. Rules of Practice 27(c). 

222 In the United States, the tentative decision of the Board is em­
bodied in a press release for public disclosure. Jones, op. cit. 
p. 69. 

223 Administrative Order No. l, s. 1960, Secs. 35 and 36. 

224 In the United States, parties have twenty days within which to pe­
tition for reconsideration, rehearing or argument from the Board's 
opinion. Rules of Practice 37(a). 

225 No permit may be transferred unless it is approved by the Board 
as being consistent with public interest. Federal Aviation Act 
1958, Sec. 40(h). 

In Canada, licenses iSBued to air carriers are not negotiable. 
Vary, op. cit. p. 104. 

226 In the United Kingdom, if the holder of a license dies" the license 
is treated from the time of death as if it has been granted to his 
legal persona1 representatives. In case of reconstruction or amal­
gamation of body corporate, the 1icense shall be considered from 
the date of transfer of sale of the who1e or part of the business 
as if it has been granted to that other body corporate. Civil 
AViation(Licensing) Act 1960, Sec. 16(1) (a) (b). -

227 In the United Kingdom, the conditions ~)osed on the permit are 
embodied under Regulation l2(a-o), Civil Aviation (Licensing) 
Regulations 1964. 

In the United States, the terms and conditions of the permit issued 
by the Board are contained in the Federal Aviation Act 1958, Section 
401(e) • 



In Canada, the power to impose conditions and limitations in the 
permit are contained under Section 15(b) ot the Aeronautics Act 
ot 1952. 

228 For revocation ot licenses in the United Kingdom, see Section 3, 
Civil Aviation(Licensing)Act 1960. 

In Canada, the Board x x x may suspend, cance11 or amend any 1i­
cense or any part thereot when public interest and convenience so 
requires. Aeronautics Act 1952, Sec •. 15 (8). 

In the United States, similar provision to that of the Philippine 
1aw appears under Section 401(g), Federal Aviation Act 1958. 

229 As to effectivity and duration of permits issued by the United 
States Civil Aeronautics Board, see Section 401(e), Federal Avia­
tion Act 1958. 

230 Administrative Order No. 1, s. 1960, Section 60. 

231 Ibid. Sec. 62. 

232 Ibid. Sec. 64. 

233 Shorter OXford Eng1ish Dictionary, 3rd. edition, (1965) p. 1051. 

234 Gundry v. Penniger (1852), 1 De G.M. & G. 502, 505. 

235 per Sutherland, J., in US v. Curtiss-Wright Export Corporation, 
229 US 304, 318 (1936). 

236 Federal Aviation Act 1958, Sec. 801. 

237 Calkins, N., "Acquisition of Operating Authority by Foreign Air 
Carriers: The Ro1e of the CAB, the White House and State Depart­
ment," 31 Journal of Air Law and Conunerce (1965) p. 66. 

238 233 US 103. 

239 Calkins, N., ItThe Ro1e of the CAB in the Grant of Operating Rights 
to Foreign Air Carriers" 22 Journal of Air Law and Commerce (1955) 
p. 629. 

}.' In the United Kingdom, the President of the Board of Trade, who 
is the head ot a.n executive department, issues 1icenses to fo­
reign airlines, not the Air Transport Licensing Board. See 
Air Navigation Order 1966, Article 72. 



In Canada, the executive department and not the Air Transport 
Committee controls'a11 aspects of the 1icensing of foreign air 
services, but by Section 18 of the Aeronautics Act 1952, the 
power conferred upon it are to be exercised subject to any in­
ternational agreement to which Canada is a party. In case of 
schedu1ed air service, beZore issuing the 1icense, the Board sub­
mits the application to the Cabinet for approval. 

240 Philippine Constitution, Article IV, Sec. 1. See Sinco, V., 
Philippine Constitutiona1 Law, Manila (1960). 

241 ftpartnershiplt is a vo1untar,y contract between two or more persons 
to p1acetheir money, effects, 1abor or skill or some or ail of 
them, in 1awfu1 commerce or business with the understanding that 
there shal1 be 1awful sharing of profit and 10sses between them. 
Storey, Partnership, Sec. 2; Cooley, Partnership, Sec. 2; B1ack 1s 
Law Dictionar,y, 4th ed. 1951, p. 1277. 

242 "Corporationlt is an artificia1 pers on or 1ega1 entitl" created bl" or 
under authoritl" of the laws of a state or nation composed in some 
rare instances of a single person and his successor, being the ins­
trument of a particu1ar office, but ordinarily consisting of an asso­
ciation of numerous individua1, who subsist as a boqy po1itic under 
a special denomination, which is regarded in law as having a perso­
nality and existence distinct from that of each several members.and 
which is by the sarne authority, with the capacitl" of continuous suc­
cession, irrespective of changes inmembership, either in perpetui­
ty or for a 1imited term of years and of acting as a unit or single 
individua1 in matters relating to common purpose within the scape of 
the power and authorities conferred upon such bodies by law. Dar­
mouth College v. Woodward Coa1 Co., 4 Wheat, 518, 636, 657, 4 L.ed. 
629. 

"Association is the act of a number of pers ons in uniting together 
for sorne special purpose or business. The persons so joining. It 
is a word of vague meaning used to indicate a collection of persons 
who have doined together for a certain objecte US v. Martinda1e, 
DC Kansas 146, 7280, 2~; W.R. Roach & Co. v. Harding, 34B Ill. 
454, 181, N.E. 331, 336.) 

243 "Public utili tylt is a bus iness or service which is engaged in re­
gularly supplying the public vith sorne commodity or service which 
is of pUblic consequence and need such as electricity, gas, water, 
transportation or te1ephone or te1egraph service. Gulf State Uti-
1ities Co. v. State, Tex. Civ. App. 465 W. 2nd 1018, 1021. 
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244 Agreement between the Republic of the Philippines and the United 
States of America Concerning Trade and Related 11atters During a Transi­
tional Period Followin the Institution of Inde endence si nea at Ma­
nila on July ,19 ,revised" Article VI, Sec. 3. 

24, Ibid. 

246 Federal Aviation Act 1958, Sec. 101(13). 

247 Air Regulations 1960, Sec. 204 (1) (a). 

248 Ibid, Sec. 204(2)(a, b, c, d). 

249 Civil Aviation (Licensing) Act 1960, Sec. 2(7). 

250 Civil Aeronautics Law of Japan, Article 100. 

251 Indian Aircratt (4th Amendment) Rule, 1965, Schedule XI" par. 1. 

252 52 Stat. 100,,, Civil Aeronautics Act of 1938, as amended. 

253 Civil Aviation (Licensing) Act 1960, Sec'. 1(3). For flights exempted 
from the requirements of air service license, see Sec. 3(1)" Civil 
Aviation (Licensing) Regulations 1964, S.I. 1964" No. 1116. 

254 Aeronautics Act 1952, Chapt. 2, Part II, Sec. 13(f). 

25, Indian Aircratt Act 1934 (Act No.XXII), Sec. 13. 

256 See Faulker, D., Introduction to Administrative Law. (London, 1964) 
p. 18. 

CHAPTER XI. 

257 In the United States, there is no control ovèr fares and rates 
prior ta the enactment of the Civil Aeronautics Act of 1938. 
See Thomas, Economie Re ulation of Scheduled Air Trans ort, 
National and International. New York 19 l p. 11 • 

258 The Aeronautical Chamber of Commerce, the National Aeronautics 
Association, the Guggenheim Fund tor the Promotion of Aeronautics 
and the Arnerican Bar Association are in agreement that regulation 
of rares and rates during the formative stages of air transport 
is not advisable. See Aviation, November 1929, p. 1065. 

259 Legislative Act No. 3909, Sec. 15. 
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·244 Agreement between the Republic of the Philippines and the United 
states of America Concerning Trade and Related l1atters During a Transi­
tional Period Followin the Institution of Inde endence si nea at !1a­
nila on Ju~ , 19 1 revised, Article VI, Sec. 3. 

245 Ibid. 

246 Federal Aviation Act 1958, Sec. 101(13). 

247 Air Regulations 1960, Sec. 204 (l)(a). 

248 Ibid, Sec. 204(2)(a, b, c, d). 

249 Civil Aviation (Licensing) Act 1960, Sec. 2(7). 

250 Civil Aeronautics Law of Japan, Article 100. 

251 Indian Aircrait (4th Amendment) Rule, 1965, Schedule XI, par. 1. 

252 52 Stat. 1005, Civil Aeronautics Act of 1938, as amended. 

253 Civil Aviation (Licensing) Act 1960, Sec'. 1(3). For flights exempted 
from the requirements of air service license, see Sec. 3(1), Civil 
Aviation (Licens1og) Regulations 1964, S.I. 1964, No. 1116. 

254 Aeronautics Act 1952, Chapt. 2, Part II, Sec. 13(f). 

255 Indian Airerait Act 1934 (Act No.XXII), Sec. 13. 

256 See Faulker, D.,· Introduction to Administrative Law. (London, 1964) 
p. 18. 

CHAPTER XI. 

257 In the United States, there is no control ovèr fares and rates 
prior to the enactment of the Civil Aeronautics Act of 1938. 
See Thomas, Economie Re ulation of Scheduled Air Trans ort, 
National and International. New York 19 1 p. 11 • 

258 The Aeronautical Chamber of Commerce, the National Aeronautics 
Association, the Guggenheim Fund for the Promotion of Aeronautics 
and the Arnerican Bar Association are in agreement that regu1ation 
of fares and rates during the formative stages of air transport 
15 not advisable. See Aviation, November 1929, p. 1065. 

259 Legislative Act No. 3909, Sec. 15. 
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260 Reasonableness of rates refers to price 1eve1 as too high or too 
low in relation to. the cost of performing the service and value 
to eustomers. The standard of reasonableness changes depending 
on air1ine earning. Cherington, ~1rline Priee Po1icZ, A study 
of Domestic Air1ines Fares. Mass. (1958), pp.74, 114-115.) 

261 Preference and the alternative prejudice oceur whenever an indi­
vidual or a 10eality reeeives speeiiù. treatment not justified on 
eost basis. ~. p. 114. 

262 There is discrimination when there is a difference in the charge 
made to two or more customers· for approximately the sarne or con­
temporaneous service. Ibid. p. 114. 

263 RA 776, Sec. 10(C)(2). 

264 Civil Aviation (Licensing) Regulations 1964, Regulation 10. 

Tariff contains the fo11owing: (1) Table of Contents; (2) Name 
of participating carrier; (3) Description of commodity; (4) In­
dex of stations; (5) Explanation of referenee marks used; (6) 
Rules governing tariff; and (7) Statement of passenger and pro­
pert y rates. 

265 Markheim and Blair, "Effects of Tariff Provision Fi1ed under the 
Civil Aeronautics," 15 Journal of Air Law and Commerce (1948) 
p. 252. 

266 ~. p. 254. 

267 ~. p. 258-260. 

268 Puffer, C., Air Transportation. (Phila., 1941) pp. 372, 380. 

269 Texas and Pacific Ry. v. Mugg and Dryden, 202 US 242 (1906). 

270 Markheim and Blair, op. cit. p. 260. 

271 Markheim and Blair, op. cit. p. 273. 

272 Puffer, op. cit. 372. 

273 United States Civil Aeronautics Board Economic Regulations, Part 
221.1. 

274 Puffer, op. cit. pp. 380, 381. 

275 Puffer, op. cit. p. 384 



276 Pufter, op. cit. p. 384. 

277 Puffer, op. cit. p. 385. 

278 Puffer, op. cit. p. 385. 
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279 In the United States, every air carrier and foreign air carrier 
shaIl file with the Board and print and keep open to public ins­
pection tarifts showing aIl rates, fares and charges x x x and 
showing x x x aIl classifications, rules, regulations, practices 
and services in connection with such transportation. 72 Stat. 758, 
49 USC 1373. 

280 In Canada, the Air Transport Board (now Air 'Transport Committee 
under the Canadian Transport Connnission), subject to the approval 
of the Governor in Council, May make regulations requiring appli­
cant to furnish information as to the nature of proposed tariff 
or tolls, prescribing the form and providing for disaIlowance or 
suspension x x x and the substitution of a tariff or toll satis­
factory to the Board or the prescription of other tariffs or tells 
in lieu of the tariff or toll so disallowed. Civil Aeronautics 
Act 1952, Sec., 13 (g-j). 

281 In the United Kingdom, every air service license shall include a 
provision with respect te tarift or provision specifying the man­
ner in which the tarif! 1s to be determined and confirmed by the 
Minis ter. Civil Aviation (Licensing) Act 1960, Sec. 2(5)(a)(b). 

282 RA 776, Sec. 10(A)(B). 

283 Federal Aviation Act 1958, Sec. 403(a)(b)(c). 

284 ~ Sec. 1002(d). 

285 Aeronautics Act 1952, Sec. 13(i). 

286 RA 776, Sec. 42(D). 

287 Pan American Ferry Flight Case, 18 CAB pp. 216, 217. 

288 Under the Federal Aviation Act of 1958, there are three categories 
of persons a.uthorized free and reduced rate transportation. See 
USCAB Economic Regulations, Part 223.2. 

289 In the United States, the Board has directed free and reduced rate 
to air carrier inspectors, airways communicator and air traffic 
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contro11ers (USCAB.Economic Regulations, Part 221.), communica­
tions supervisors, members of Congressional Committee investigating 
safety' of air transport (CAB Order No. 954, March 20, 1941.) 

In Canada, air carriersmay provide free transportation ta personnel 
of the Department of Transport (Air Carrier Inspector, Meteoro10gi­
cal Forcasters and Assistants, Air Traffic Contro1lers, Radio Avia­
tion Operators) for purposes of carrying out their duties when 
author.ized by the Department of Transport. Air Transport Committee, 
Rule 8/57. . 

290 In the United States, from 1939-1943, the rate 1eve1 of trunkline 
passenger revenue per passenger mile ranged from $.04 to $.06. 
Most airline fare per non-stop mile in 1940 ranged from $.05to 
$.065. Gills and Bates, Air1ine Competition, Boston (1949), 
pp. 447, 448 • 

. 291 In the United States, from 1946-1949, a11 big carriers adopted a 
base rate of $.046 in 1947.·· This was increased to $.051 per seat 
mile. Losses continued and rate was increased again' to $.056 per 
seat mile. ~ p. 459. 

292 In the United States, most large carriers at the end of 1957 had a 
basic fare level in the vicinity of $.0618 passenger mile plus 
$1.00.Cherington, op. cit. p. 145. 

293 The USCAB has no power to fix rates for international air carriers. 
It has indirect control over international rate-making by giving 
it power to disapprove any rate which May be adverse to public 
interest. Federal Aviation Act 1958, Sec. 412(a). 

294 UK-PI Air Agreement (January 7, 1948), Art. 9, pars. 1-4. 

295 PI-Pakistan Air Agreement, Art. VI, Secs. A-E. 

296 PI-Israel Air Agreement, Art. VII, Secs. 1-5. 

297 PI-India Air Agreement, Art. VI, A-C. 

298 PI-Spain Air Agreement, Annex, Secs. g-i. 

299 PI-Switzerland Air Agreement, Art. 4. 

300 The Philippines has bilateral air agreement with the following 
countries: Australia (Provisional), January 30, 1950; Belgium 
(Provisional), January 27, 1959; Burma (Provisional), February 
14, 1952; Nationalist China (Provisional), October 23, 1950; 
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Denmark (Provisional), August 18, 1954; India, October 20, 1949; 
France (Provisional), August 6, 1954; Greece, October 8, 1949; 
Israel, Augul?t 7, 1951; Japan (Provisional) ,. March 2, 1959; Mexico, 
Nov.ember 21, 1952; Netherlands (Provisiona1), ~furch 15, 1952; Nor­
way (Provisiona1), August lB, 1954; Pakistan, July 16, 1949; Spain, 
October 6, 1951; Sweden (Provisional), August 18, 1954; Switzer- . 
land, March 8, 1952; Thailand, April 27, 1953; United Kingdom, January 
31, 195,. 

301 Vi11amin, ~.,Executive Agreements on Air Transport and Their Recog­
nition under the Aèronautical Statutes of the United States. Thesis, 
Institute of Air and Space Law,McGill Univ.,Montreal (196ô) p. l,. 

302 Philippine Constitution, Article VII, Sec. 10(7). 

303 McC.lure, International Agreements, 1941. 

304 RA 776, Sec. 49, par. 2. 

30, ~ Sec. 10(H)(l). 

In the United States, the Secretary of State x x x shall advise 
the Board x x x and shall oonsult with the x x x Board x x x con­
oerning the negotiation of any agreement with foreign government 
for the establishment and development of air navigation including 
air routes and services. 72 Stat.7B3, 49 USC 1462. 

306 Ibid. Sec. 10(H)(2). 

Similar provision is found in the Federal Aviation Act of 195B. 
See Sec. 1102. 

307 In the United States, the Secretary of State is empowered to per­
form such duties x x x as may be enjoined or entrusted to him by 
the President relative to negotiation with public ministers from 
foreign states or to suoh other matters respecting the foreign af­
fairs as the President of the United States shall assign to the 
Department. See Sec. 156 of Title V, US Code. 

In the United Kingdom, the Foreign Office is the treaty maker and 
the Ministry of Aviation is the department responsible for oivil 
aviation negotiation. Jack, P., ItBilateral Agreement,n Reprinted 
from the Journal of Aeronautical Society, Vol. 69, No. 655, July 
1965. 

In Canada, normally, the Chairman of the Air Transport Committee 
is the head of the negotiating panel. Representative from the Ex­
ternal Affairs Department are observers. 
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308 See Statement made in the course of Legislative Histol')" of the 
Act, Hearing on H.R. 9738 befere H. Committee on Interstate and 
Foreign Commerce, 75th Congress, 3rd. Session at36-40, 147-148. 

309 Lissitzyn, O.,RThe Legal.St@.tus ot Executive Agreement on Air 
Transportation,R 17 Journal of Air Law and Commerce (1950) 
p. 452. 

310 Chicago & So.Air Lines v. Waterman SS Corporation, 333 US 103, 
114 (1948) 

311 L1ssitzyn, op. cit. 

312 In the United States, only orders, affirmative or negative, 
issued by the Board in respect of any toreign air carrier sub­
ject to the approval of the President are not review&ble or ap­
pealable. A11 other orders with respect to domestic carriers 
are subject to review by the court of appeals of the United 
States, or the United States Court of Appeals for the District 
ot Columbia. 72 Stat. 795, 49 USC 1486. 

313 In Canada, decisions of the Air Transport Committee (formerly 
Air Transport Board) are subject to appeal to the Minister ot 
Transport. Where the Committee denies an application, suspends, 
canee Ils x x x any part thereof or issue a license difterent 
from that applied tor, the decision May be appealed to the Mi­
nister. RSC 1952, c.2, Sec. 15 pars. (9) (11). , 
Any applicant or intervenor may appeal a decision or ruling of 
the ATC to the Supreme Court of Canada only on question of ju­
risdiction, law and on both ground. Vary, op. cit. p. 94. 

314 In the United Kingdom, the decision of the Air Transport Licen­
sing Board vith respect to any service license or any applica­
tion for such license is appealable to the President of the 
Board of Trade. Civil Aviation (Licensin ) Aet 1960 Sec. 5 C). 
If the Minister does not accep e report of the omm sioner, 
he must give the reason. Civil Aviation (Licensing) Regulations 
1964, Secs. 14 and 15. 

CHAPTER XIII. 

315 nCapital" have different meanings in different connections. It 
may mean actual property or estate (People v. Comm. of Taxes, 
23 N.Y. 192); aggregate of property (Southern Packing Corp. v. 
State Tax Commission, 195 Miss. 864); a11 capital invested plus 
surplus or undivided profit (W.A. Gordon & Co. v. Lines, DC La., 
25 F. 2nd, 894, 895); assets (Pace v. Pace Bros. Co., 91 Utah 
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149, 63 P. 2nd, 590, 591); ,Money required of partners by agree­
ment (M&C CreditQr,Corp. v. Pratt, 17 N.Y. State, 2nd. 240, 258, 
259, 172 Miss. 695) and sum total of corporate stock (Haggard 
v. Lexington Utilities Co., 260 ~ 261, 84 S.W. 2nd. 84, 87.) 

316 "Consolidation" takesplace when two or·more corporations are 
extinguished and a new one is created, taking over the assets 
and assuming 1iability of those passing out of existence. It 
1& the unificàtion of wo or more corporations into a single 
new corporation having the combined capital, franchise and po­
wers of al1 the constituents. Alabama Power 00. v. McNinch 
68 app. DO 192, 94 Fed. 601, 6U, 612; Freeman v. McNinch, 50 
Ohio App. 299, 198 NE, 197, 200. 

317 uMergertt is the fusion or absorption of 'one thing or right into 
another. It is a case where one of the subjects is of 1ess d~­
ni ty or importance than the other (Marfie1d v. Cincinnatti.L __ 
D&T Traction 00., Ill. Ohio St. 1939, 144 HE 689, 696, 40 ALR 
357). In merger, one corporation absorbs the other and re~œin 
in existence while the other 1s disso1ved. (Von Weise v. Comm. 
of Int. Rev. CA! Fed. 2nd., 439~ 442; Alabama Power Co. V o 

McNinch, 94 F. ed. 601, 610, 6u, 612, 68 App. DO 132.) --

318 QLeaseR is a contract inwriting, under seal, whereby a person 
having'a 1egal estate in hereditaments, eorporea1 or incorporeal, 
conveys a portion of his interest in another ul·.consideration of 

.certain annua1 rent or render or otherrecompense. It is an ins­
trument ~anting exclusive possession' of premises or portion 
thereof though the use be restricted by reservation (Barnett v. 
Lincoln, 162 Wash. 613, 299 P. 392, 394). It is ,also a consen­
suaI contract by which one person binds himself to grant tempo­
rary use of a thing or the rendering of some service to another 
who undertakes to pq sorne rent, compensation or priee. ~ 
Oode of the Philippines, Art. 1643. 

319 nOperating Oontract" is an agreement to operate the property or 
substantial part thereof, of any other air carrier. See Fed. 
Aviation Act 1958, Sec. 408. . -

320 "Oontrol" is the power or authority to manage, direct, superin­
tend, regulate, direct, govern, administer or oversee. State 
v. First State Bank of Jud, 52 ND 231, 202 NW 391, 402. To con­
trol a thing is to have the right to exercise a directing or go­
verning influence over it (Trust 00 of N.J. v. Greenwood Oemetery, 
21 HJ Mise. 169, 32A 2nd. 519, 523. 
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Lega.pi City with ils monopoly on Mayon yolcano, one of the molt beautiful .ights in the world, i. only 50 
minutel br jet-prop aircroft from Manila. 

AlRPORT. U;OASPI llIU'OZ' LOCATION r-aa21 C1!Z CATEGORV S.ooniEZ STRENGTH: 
SW ~:~~ rYN 

ESTIMA· UNRELEA- FOUR·VEAR PROGRAM 
OPERATIONAL PRESENT AVAlLABLE WHAT IS NEEDED TED SEDAUT. TOTAl. LATER 

ITEM REQUIREMENTS FACIUTIES AND TO MEEr HORIZEO 66-67 67-68 68-69 69.70 4-VEAAS VEARS 
CONDITION REQUIREMENTS "-MOUNT AMOUNT 1'1000 1'1000 

1'1000 1'1000 1'1000 1'1000 1'1000 1'1000 

1800 • " 110 • -S'rl 1800 • " 40 • -Strip LAND ACQUISITION '7 halo. 40,000 'Q. ••• _ AproD. 1.190 850 '40 1.190 
/ eto. 6 hUi - Apron, eto. 

~ 0 ...... lIao.cIaa 1500 .. c;.;g'. _/turtJ. RUNWAV 500 • " '0'. _/ turD 750 600 150 750 
&!'Oui on .&ob end 1205.",0. coud on •• ob end 

APRON C .... " lapl1aU (Sup.rtl01al C ... d 200 200 200 12,000 .'1 ••• 150 • " 60 • 12.00C? .q ••• 

TAXIWAVS 
C_ .. t lapl1al' (Sapa:tl01al O ..... t 

50 50 50 2 - 70 • " 15 • 2 - 100 • " 15. 2 - 70 • " 15 • 

FENCING 
Bazob.d _1 ... _/_004 ... BaJ"b04 _lr. _/.h.l 

Iapro" ..... t 20 20 20 pœ ta po.'. 

lANDING UGHTS 
11111111 • ..,.. tu1...,.. 1IaIl_..,.. 'ub..,.. 

600 ~r:~tf!!°~!f!· .OD. ~~r:::! t ~!:o~~gb.!. 100 100 500 

TERMINAL BUILDING SeU.COIlO.- 800- _q ••• PAL qaoll .. ' IIIlt S.l.o0DO.- 800 .q ••• 80 80 80 

EQUIPMENT BUILDING Seai-Cona.- 100 eq ••• ru!, ~~". TOO~ • ~ 11&1 
.tak ... •• ol1.d (Uoqa. 

Iapro ....... , 10 la 10 

DRAINAGE RC plp •• _/l1oad_al18 'O·~. 110 plpe. Içro" ... 1lt '0 '0 '0 STRUCT\JRES 60 l1a. at •• 

ROAD SYSTEM AND lapl1al' - 6.000 .q.lI. lIaoadao _ 6.000 .q ••• lapl1alt - 6.000 .q ••• 60 60 60 VEHICLE PARKING 

lANDSCAPING 3,000 eq ••• .ODe ',000 .q ••• la la 10 

TOTAL '.000 1.6!5Q 600 1.000 900 - 2.500 500 

AlRPORT IXILIC Il:iiCiZ LOCATION VU&O. Oata.n4U!!L'8 CATEGORV Sl'UUI~U:Z; STRENGTH: ~~AUY 
DW . ° 'UY 

ESTIMA· UNRELEA- FOUR·VEAR PROGRAM 
OPERATIONAL PRESENT AVAILABLE WHAT IS NEEOEO TED SEDAUT. TOTAl. LATER 

ITEM REQUIREMENTS FACILITIES AND TO MEEr HORIZEo 66-67 67-68 68-69 69.70 4·YEAAS YEAAS 
CONDITION REQUIREMENTS "-MOUNT AMOUNT 1'1000 1'1000 1'1000 1'1000 1'1000 1'1000 1'1000 1'1000 

1500 • " 100 _-Strip 12 l1ao. - S'rlp 40 LAND ACQUISITION '7 ..... 150 • x 120 .. 'prOD. 8.2 ha.. - .lpron, etc 40 40 
eto. 

C ••• ut llacadaa (Sup.rUolal c .... t 
RUNWAV 1500 • x '0 • o/turD 1500 • " '0 • _/turtJ. 2'0 2'0 2'0 

• round on· oaoh ~n4 1080 • " '0 • around on each en4 

Cement lIaoadao (SuporrLolal C."D' 85 85 85 APRON 12.000 oq ••• 60."50. 12,000 eq ••• 

TMIWAVS 
C ... nt lIaoad .. (Sap.rUola1 C ..... , 

'0 '0 '0 2 - 70 • x 15 • 50 • x 15 • 2 - 70 • " 15 • 

FENCING 
Barbad .1re _/wooden Ion. Barbe.! .1re ./_oodln 20 20 20 
poitte poet. 

LANDING UGHTS 
"""waT. tAU_q. "mUT' tAXUBT. 
approaol1 floodl1gb to Ion. approaoh tloodUgl1ta 60 60 60 
and ro t.atirur beacoD. and rotatlJlk beaooD 

TERMINAL BUIl,;lING Sea1-Cono.-8QO IIq ••• A,Y&11able Delld. 
Iapre ....... ' la la 10 aproy ••• nt 

EQUIPMENT BUILDING S •• l-Cono.-lOO IIq.lIl. 
&1'&.1 ......... a. 

Z.prOTQJlat 5 5 5 lapro ..... n' 

DRAINAGE RC pipee _/l1oadoall. lone RC plp ... /l1oad_.ll. 50 50 50 STRUCTURES 
_. 
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'~Figure 3 

legaspi City with its monopoly on Mayon volcano, one of the most beautiful sights in the world, is only 50 
minutes by jet-prop airc!"aft from Manila. 
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-221_ Table 1 

PHILIPPINE AIR LINES REVENUE PASSENGER RECORD 

Year Domestic Re~ional/IntI1 Total Running Total - For The Year 

1946 l20,637 2,130 l22,767 122,767 
1947 2$7,43$ 8,294 26$,729 388,496 
1948 29$,$77 10,37$ 30$,9$2 694,448 
1949 232,678 19,621 2$2,299 946,747 
19$0 224,271 18,581 242,8$2 1,189,$99 
19$1 272,033 18,6,2 290,68, 1,480,284 
19$2 230;192 22,823 2$3,035 1,733,299 

-19$3 233,637 27,872 261,,09 1,994,808 
19$4 2$2,760 17,32$ (x) 270,08, 2,264,893 
19" 298,943 35,833 314,776 2,579,669 
19,6 369,718 18,0" 387,773 2,967,442 
19$7 423,024 2$,731 448,7" 3,416,197 
19,8 477,62, 2$,026 ,02,6$1 3,918,848 
19,9 61,,297 27,407 642,7Ob. 4,561,,$2 
1960 762,9,3 31,123 794,076 ,,3$$,628 
1961 7,2,609 37,231 789,840 6,145,468 
1962 976,1ll 39,00$ 1,015,116 7,160,,84 
1963 1,137,8$4 48,291 1,186,14$ 8,346,729 
1964 1,4l2,771 ,$,,11 1,468,282 9,835,011 
196$ 1,604,.$08 6,,829 1,670,337 11,46$,348 
1966 1,377,233 100,.$40 1,477,773 12,963,121 

.1967 1,,00,376 l.l4,649 1,61.$,02$ 14,.$78,:146 

Note: (x) - International operations suspended in March 19$4. 
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EXCERP! APPENDIX l 

ACT NO~ 3909 (1931-1932) 

ACT No. 3909- An Act concerning the 1icensing of a1rmen and aircrait 
and inspection of the S8.1ll8, concerning air tratfic rules, concerning sche­
dules and rates of aviation companies and concerning the entorcement of 
the law. 

Chapter I. Definition of Terms 

Sec. 1. - In this Act, "air commerce" _ans transportation in whole 
or in part by aircrait of persons or property for aDT purpose whatBoever 
or navigation of aircrait in the furtherance of business and p1easure. 
"Aircrait" means aqy contrivance used or designed for navigation faclli­
ty or f1ight in the air except a parachute or other contrivance designed 
for such navigation. "Operating Airerait· means the performance of an 
aircrait of a series of aircrait f1ights. - "Airmen· .ans any iadividua1 
inc1uding the pers on in commandand any pilot, mechanic or member ot the 
crew who engage in the navigation ot the airerait which may under an in­
dividual who is in charge ot the inspection, overhauling or repairing 
ot an airerait. The term Rperson" means an individual, a partne~hip or 
t'Vo or more individuals having a joint or common interest in a corpora­
tion. 

. Chapter II. Promotion of Air Commerce 

Sec. 2. It shall be the dut Y ot the Secretary ot Commerce and 
Communication to toster air commerce in contormity with the provisions 
of the Act and tor such purpose, to : 

(a) Encourage the establishment of airports, civil airways and other 
navigational tacilities; 

(b) Make recommandations ta the Secretary ot Agriculture and Natural 
Reaources as ta the neceasar.y establishment ot meteorological facilities; 

(c) Study the poasibilities tor the Director of Air Commerce and 
Aeronautical Industry and Trade in the Philippine Islands to collect and 
disseminate information relative to the Act; 

(d) Request the Bureau ot Science, the Weather Bureau and other 
agencies in the Executive Branch of the Government to assist in carrying 
researches that tend ta improve' air navigation. The Secretar,y ot Com-
merce and Communications is authorized to transter tunds avaUable tor carry­
ing out the purpose of thiB subdivision to any auch agency or agencies 
engaged insuch research or division of work in cooperation with the De­
partment of Commerce and Communication. 

(e) Investigate record and make public the causes of accident in 
civil air navigation in the Philippine Islands. 
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(f) Exchange with foreign government through existing governmental 
channels, information pertaining to civil air navigation. 

Sec. 3. - To aid the Secretar.y of Commerce and Communication and to 
assist in the performance of the functions vested in him under this Act, 
there shall be employed an expert in aeronautics who shall be appointed 
bl" the Governor General wi th the consent of the Senate. The said expert 
shall receive a compensation or a per diem ta be fixed by the Secr6tary 
of Commerce and Communication vith the approval of the Governor General. 
To qua11t;y for such appointment, this expert must: 

(a) Have successfu1l7 passed the examination for aeronautical 
inspector or a higher officer under the Aeronautics Branch of the 
Department of Commerce of the United States; 

(b) Hold or have held a commission as an officer in the aviation 
forces of the United States; 

(c) He must be an aeronautical engineer who has successfully 
passed such examination immediately aiter the passage of this Act 
as prescribed by the Bureau of Civil Service of the Philippines. 

Sec. 4. - Except otherwise specifically provided, the Secretary 
of Conœ~rce and Communication shall administer and enforce the provision 
of this Act including air traific rules promulgated hereinaiter enacted 
and for such purpose is authorized. 

Chapter III. Requirements for Airerait and 
Airmen Operating in the Philippine 

Islands 

Sec. 5. Aircrait, construction, design and airworthiness. - Public 
safety requires in the interest of aeronautical progress that airerait 
operating within the Philippine Islands should conform with respect to 
design, construction and airvorthiness to the standards prescribed by 
the United States Government with respect to navigation of civil aircrait 
subject to its jurisdiction. It shall be unl.awtul for purpose to navi­
gate an airerait within the Philippine Islands unless such an airerait 
bas an appropriate, effective license issued by the Department of Com­
merce and Communication provided, however, that this restriction shall 
not apply to military or licensed civil airerait of the United States to 
airerait licensed ·by e foreign country with which the United States or 
the Philippine Islands lias a rec iprocal agreement concerning the opera­
tion of such licensed airerait. 

Sec. 6. Qualification of Operations.- Federal License. Public safe­
ty ~qu1res in the interest of aeronautical progress that a person en­
gaged within the fgilippine Islands in navigating airerait in any form of 
navigation Sha117~g qpalifica tion necessary for obtaining and having 
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a pilot license issued by the Department ot Commerce and pommunications. 

It shall be unlawtul tor any person to operate any airerait in the 
Philippine Islands unless such person is tbe holder ot an appropriate and 
eftective pilot license issued by the Department ot Commerce and Communi­
cations, Provided, However, That the restriction shall not app~ to li­
censed pilot ot the United States and the Philippine Islands and pilots 
of other countries that have a reciprocal and other agreement governing 
the operation and, Provided,fUrther, That upon application approveà by the 
Governor General, a revocable license May be granted by the Secretary of 
Commerce and Communications for a period not to exceed one hundred and 
twenty days to pers ons not citizens ot the United States, or the Philip­
pine Islands to co~tries having reciprocal or other agreement covering 
the operation. By the action of the sarna authorities, such temporary 
license May be renewed from time to time for a lite periode 

Sec. 7. - Possession and Display of License. The pilot licensed 
herein is required that he sha11 keep in his personal possession the li­
cense of the airerait which he is operating within the Philippine Is­
lands and sha11 be presented for inspection upon demand of ~ passenger, 
aqy peace officer ot the Philippine Islands and any official, manager or 
person in charge of any airport or landing field in the Philippine Is- . 
lands upon which he shall land. 

Chapter IV. Air Traific Rules 

Sec. 8. - AIl airerait whether licensed or unlicensed must dis­
play a license or identification mark issued br the Department of Com­
merce and Communications. This applies to a11 flights, whether for hire 
or pleasure, test purposes, experimental purposes and whether the air­
erait is licensed or un+icensed. 

Sec. 9. - Flying Rules. The fo11owing rules pertaining to air trai­
tic shall be contormed to at all times by airerait operating in the 
Philippine Islands: 

xxxxxxxxxxxxxxx 

Chapter V. Schedules, Rate Entorcement and Penalties. 

Sec. 15.- Person or persons engaged in air commerce shall submit 
for approval of the Public Service Commission or its authorized repre­
sentative ulliform charges and rates applied to merchandize and passengers 
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per kilometer or over specified distances between given airports. 

Sec. 16. - Except when other wise specified, the Secretar.y of Com­
merce and Communications shall administer the provisions of the Act and 
for such purposes is authorized to maDœ such regulations as may be neces­
sary to execute the functions vested in him by this Act inc1uding air 
traifie rules which regulation sha1l conform to and coincide with as 
far as possible vith the provisions of the Air Commerce Act of nineteen 
hundred and twenty-six and amendments thereto passed by Congress of the 
United States and air commerce regulation and air trarfic rules issued 
from time to time pursuant thereto. The Public Service Commission 
shall administer the next sec't.ion preceding and ror such purpose 18 
authorized to màk. such regulations as may b e necessary to ensure safety 
regulatory practices and re1ationships in air commerce. 

Sec. 17.- Penalty for Violation •• Any person who acts or an air­
man for any aircrart when f10wn and operated in the Philippine Islands 
without holding an effective license issued by the Department of Commerce 
and Communications in accordance with the provisions of the Act or who 
f1ies or who causes to be f10wn in the Philippine Islands any aircratt vith­
out an effective 1icense or identification issued by the Department of 
Commerce and Communications in accordance with the provisions of this 
Act, or who violates any provision of the Act or any rules or regulations 
promulgated hereunder shall be punished by a fine of not more 1500 or six 
months imprisonment, or both. 

Chapter VI. Appropriations 

Sec. 18. - To carry out the purposes of this Act, there shall be 
appropriated the SUIn of 130,000 out of the funds in the Insular Treasu­
ry not otherwise appropriated, Provided, That, in subsequent years, 
the sum shall be included in the general /}i:..'opriation act. 

Sec. 19. This Act shall take effect upon its approval. 
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CmfMONWEAL1H ACT NO. 168 
APPENDIX II 

AN ACT PROVIDING FOR THE PROMOTION AND DEVELOPMENT OF CIVIL AVIATlOO IN THE 
PHILIPPINES, CREA TING THE BUREAU OF AERONAUTICS AND DEFINING ITS POWERS, 
DUTIES AND FONCTIONS. 

Be it eancted by the National Assembly o~ the Philippines. 

CHAPTER I. T1TLE AND PUIœOSE 

Sec. 1. Tit1e of Act. - The short tit1e of this Act sha11 be the ·Civil 
Aviation Law." 

Sec. 2. Purpose and scope of Act. - The genera1 purpose o~ this Act 
sha11 be the promotion, deve1opment, and control of air commerce, air commu­
nication, and a11 ~orms of civil aeronautics in the Philippines. 

CHAPTER 1111. DEFINITIŒ OF TERMS 

Sec. 3. Words and Phrases defined. - The toll9l'ing detinitions shall 
control in the application and construction of thiB Act. 

(a) The term "air commercen shall be taken ta Mean and inc1ude transpor­
ta tion in who1e or in part by aireraft ot persons or porpert,. tor hire, the 
navigation of aircraft in ~urtherance ot a business, or the navigation ot 
airerait trom one place ta another for operation in the conduct of a business. 

(b) The term "aircraft" shall be taken to Mean and inc1ude airplanes, 
seaplanes, airships, ba11oens, and/or any other vehie1e or contrivanee now 
known or hereaiter invented, used, or designated for navigation or t1ight in 
the air without other support tban the atmosphere J except parachutes or other 
sarety contrivances designed tor sucb navigation but UBed primarily as saret,. 
equ1pment. 

(c) The tarm Itairmen- shall be taken to Mean and inc1ude &DY' individual 
who engages or assista in the navigation or operation ot airerait while under 
way, and any individua1 who is in charge of the inspection, overhauling, or 
repairing of airerait or of parachutes. 

(d) The term "scheduled air1ine ll shall he taken to mean an air1ine ope-
rating between specifie points for the purposes of air commerce on a regular schedule 
in accordance with minimum requirekaents prescribed by this Act and/or regula-
tions issued bereunder, except as preventad by an act ot Gad, public enemy, 
weather conditions, strikes, or other causes beyond the control of such per-
son. 

(e) The term"airportn sha11 be taken to Mean any 10ca1ity, either on wa­
ter or on land, which i8 adopted for the 1anding and taking off of aircrait and 
whieh provides facilities for shelter, supply, and repair of airerait, or a 
place used regularly for receiving or discharging passengers or cargo by air. 

(f) The term nperson" where the context reasonably permits sha11 be taken 
to mean and include individuals, partnerships, joint enterprises, associations, 
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anq/or corporations. 

(g) The term "airworthinessft shall be taken to mean that an aircrait, 
its engines, propellers and other components and accessories, are ot proper 
design and construction, and are sate tor air navigation purp08es; and such 
design and construction being consistent with accepted engineering practice 
and in accordance with aeroqynamics lava and aircrait science. 

(h) The term"airport ot entryD 811all be taken to mean any airport desig­
nated by the Secretary" of Finance as an airport of entry for eivil airerait 
arriving in the Philippines trom any place outside thereof and for passengers 
and merchandise carried on snch airerait. 

(i) The term fteDiergency landing 'f ield" ahall be taken to mean any loc&­
lit y, either on water or on land, which is adapted for landing and taking 
off of aircrait, ia located along airway, and is intermediate to airport con­
nected by the airway, but vhich is not equipped vith facilities for shelter, 
suppq, and repair of aircratt and 18 not used regul.arl.y for the receipt of 
diseharge of passengers or cargo by air. ' 

(j) The term "air navigation tacilit;rft shall include any airport, emer­
gency,landingfield, light or other signal structure, radio directional find­
mg facility, radio or other electrical communication faeility, and any other 
structure or facility used as an aid to air navigation. 

(k) The term "6ivil AiNay" shall be taken to mean a route in the navi­
gable airspace designated by the Director of Aeronautics as a route suitable for 
air commerce. 

(1) The term "SecretaryA shall Mean the Secretary of Public Works and 
Communication and the term RDirectorn shall mean the Director of Aeronautics 
unless otherwise specified., 

CHAPTER III. BUREAU OF AERONAUTICS 

Sec. 4. Bureau of Aeronautics. - There is herel.y created a Bureau of Aero­
nautics to be immediately organized under the Department of Public Worka and 
Communications, and the Secretar,y is authorized, aqy provision of law to the 
contrary notwithstanding, to assign, either temporaril.y or permanently, arrr 
aDy employae or employees and equipment from any of the Bureaus and offices 
under his Department, and to transfer &Dy item of appropriation for salaries 
and wages trom any such bureaus and offices to the Bureau of Aeronautics. He 
may also emplo;r such personnel as May be necessary for the proper functioning 
of the Bureau from any funds pertaining to aviation whieh m&y be at his dis­
posal. 

Ths Secretary shall render to the President of the Philippines and the 
National Assembly, at the next regular session, a report of all assignment 
of employees, employment of personnel and transfer of appropriation made in 
accordance with the provisions of this section. 
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Sec. 5. Officials of the Bureau of Aeronautics. - The Bureau of Aeronautics ;. 
shall be under the immediate executive control and supervision of the Director 
of Aeronautics who sha11 be appointed by the President of the Philippines vith 
the consent of the Commission on Appointments of the Nationa1 Assemb~, and 
shal1 have the rank and sa1ary of Directer of a first class Bureau. 

CHAPTER IV. POWERS AND DUTIES OF THE DIRECTOR 

Sec. 6. Genera1 authority and responsibility. - Subject to the general 
control and supervision of the Secretar,y, the Director of Aeronautics is 
charged vith the responsibility and vested vith the authorit,y te carr.y out 
the purposes and enforce the provisions of this Act, and the rules and regu­
lations issued hereunderj and he shall have, among others, the tollowing spe­
cific powers and duties: 

(a) Designation and establishment of civil airways. - To designate and 
establish civil airways, acqu.ire, construct, operate, and maintain along such 
airvays a1l necessary ellergency and intermediate landing 4ields and other air 
navigation facUit1es utUizing the equipment, supplies, 1I8.terials and assis­
tance of existing agenc1es of the Government, so far as practicable. 

(b) Research and experilDentation.- To conduct research and experimenta­
tion regarding the possibUity of aircraf't construction and the use of Philip­
pine products in such construction. 

(c) Public use of Government air navigation f acUit1es.- F..xcept as other­
vise herein expressl,y provided, to make avai1able for public use, under such 
conditions and to such extent as he may deem advisable, a1l civil air navigation 
facUities, owned or operated by the Philippine government, or an:r subdivi-
sion thereof: Provided, hovever, That not exclusive right shall be given for 
the use of any civU airway, airport, emergency landing field, or other air 
navigation facility under his jyrisdiction. 

(d) Publication of aeronautica1 bulletins. - To publish trom tilDe to 
time, vhenever he ~y deem it advisable, a bulletin setting forth such matters 
relating te aeron~ics including air navigation treaties and hw, and regu­
lations and decisions thereunder. 

(e) Acquisition of aircrait and air navigation f acllities.- To acquire 
and operate such airerait and air navigation facllities as may be necessary 
for executing the duties and tunctions prescribed by this Act. 

(f) Exchanging aeronautical information vith foreign government. - To 
foster the development of aviation by excbanging vith foreign governments infor­
mation pertaining te civil aviation, and by such other means as may be con­
sistent vith the provisions of this Act. 

(g) Investigation of Accidents. - To investigate accidents in civil air 
air navigation in the Philippines, including the attending facts, conditions 
and circumstances, and for that purpose the Directer, or any Officer or employee of 
the Bureau of Aeronautics designated by him in writing for the purpose, is 
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authorized to hold public hearings in such places or at auch times he ahall 
deem practicll, and for the purpose of such hearings, admiDister oaths, exa-
mine witnesses, require the preservation of evidence and issue subpoenas for 
the attendance and testimony of witnesses or the production of books, papers, 
documents, exhibits or other evidenoe, or the taking of deposition before Any 
designated iDdividuai competent to administer oaths. Witnesses summoned or WhOS8 

depositions are taken shall receive the same fee andmileagè as witnesses in the 
Court of First Instance •. All evidence taken at the hearing shall be recorded 
and forwarded ta the Director •• At the conclusion of the investigation or hear-
ing on any such accident, or as soon thereafter as circumstances permit, the 
Director shall make a complete report thereef ta the Secrstar,y, who shall, if 
he deems it in the public interest, aake a statement of the probable cause or 
causes of the accident·, except that when the accident has resulted in serioUB 
or fatal injury, it shall be the dut Y of the Secretar,y to make public such 
statement. Neither any such statement nor any report of such investigation or 
hearing, nor any part thereof shall be admitted as evidence or used for the 
purpose in any suit or action growing out of any matter referred to in any 
such statement, investigation, hearing or report thereto. 

(h) Issuance of Permits and Licenses. - To issue permits and licenses to 
pers ons duly and legal~ qualified and entitled thereto, according to the pro­
visions of thiB Act and the rules and regulations made and issued thereunder, 
provided that permit and licenses to enga~ in air commerce shall be issued on~ 
by the Secretar,r of Public Works and Communications with.the approvalof the 
President of the Philippines. (Amended by Comm. Act. No. 529.) 

(i) Examination and rating of civilian aviation schools.- To provide 
for the examination and rating of civil aviation schools giving flying and 
ground instruction, as to the adequacy of the course of instruction,' as ta the 
suitabâlity and airworthiness of the equipment, and as to the competency of 
instructions. The examinations and ratings provided for in this subsection 
shall only" be made upon request of the owners or representatives of the air 
navigation facilities or schools.(Amended by Comm. Actlo. 529). 

(j) Promulgation of rules and regulations. - To issue such rules and re-
gula tions as May be necessary or proper to effectuate the purposes and en1'orce ~,Ïir: Ji; 
the provisions of ~.1s Act. Snch rules and regulations shall have the same force 
and effect as though they were written herein, and shall pertain to, among 
other matters: 

(1) The design, structural modification, repair and airworthiness 
of aircraft, airerait power plant, and accessories and parachutes used in 
connection with such airerait; 

(2) The examina tion and aoating of airmen; 

(3) The examination and rating of airlines engaged in air commerce 
and the establishment of min imums afet y standard for the operation there­
of. 

(4) The establishment of a:J.rcraft rules; 
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(5) The issuance, suspension, cancellation and revocation of licenses 
for a ircrai~ and airmen. (Amended b.1 Comm. Act No. 529.) 

CHAPTER V. UNLAWFUL ACTS AND PENALTIES 

Sec.7. - Unlaw!u1 acta. 1;) It sha1l be unlavful for alV' persons to operate 
or navigate any airerait in the Philippines in violation of any of the provi­
sions of this Act, or any rules and regulations made and issued in pursuance 
thereof, or the terms and conditions of any permit or license granted here­
under, or in violation of any- of the following m'Ulô pN'Y1a:l.en. aacl requ:lre­
mental 

(a) Fl.ying over prohibited areas, earrying of photographie equipment in 
airerait. - le aircraf't shall be operated or navigated vithin the limits of 
prohibited areas detined in proclamations or executive orders from time to 
time issued by competent mllitar,y and civil authorities, including the Presi­
dent of the United States, and the President of the Philippines; no airmen or 
passenger shall take aqy picture by photograph or sketching ot said prohibited 
areas; and no airerait other than those of the United States and Philippine 
Governments shall carry any apparatus vhich cao b e used for taking photographs, 
except as permitted by and in conformitT vith such proel.a!nations or exeeutive 
orders. 

(b) Airworthinesa of airerait. - No airerait shallte operated or navigated vith­
out a lieenae duly issued in accordancè vith the proviSions of this Aet. Ne 
aircraf't shall be licensed under this Act unless it shall be t'ound to be air-
vor~ in accordance with the rules and regulations 18sued tbereunder. 

(c) Lieenses for airmen. - No person.shall act as airmen without a li­
cense, and no person, who ia not a citizen ct' the Philippines, ahall act as a 
a1rmen or engage 10 air commerce in the Philippines, except as herein express-
11' provided. 

(d) Ownership of airerait. - No pers on shali e,&ge in air commerce and no 
airerait ahall b e operated or navigated in air commerc" without having been 
granted a lieense or permit therefor issued in accordancd with the provisions of 
thiB Act. Except as May be necessar,y in the operation of an international 
air service, no permit ahall b e issued tor the operation of anyairerait in 
air commerce th*t is registered under the lave of any foreign eountry, or ar;y 
aircrart that is not absolutely owned and exclusively controlled by: 

(1) A 8itizen or citizenaof the Philippines; 

(2) A partnerhip or other joint enterprtse of vhich each member 1s a 
citizen of the Philippines, or 

(3) A corporation organized under the lavs of the Philippines, of 
which the directing head and at least two-thirds or of the Directors and 
managing officers are citizens of the Philippines; and of which at least 
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aixty-six and two-thirds per centum of the voting interest.ot the corporation is 
owned abso1utely and controlled exc1usively by citizens ot the Philippines. 

(4) The Government ot the United States or ot the Philippines or a 
po1itica1 subdivision thereot. 

Sec. 8. Penalties. - Any pers on who shall vio1ate any provision ot thi8 
Act, or aqy rules and regulations made and issued in accordancd therewith 
sha11 be punished by a tine ot not more than tive thousand pesos or not more than 
six monthe imprisonment, or both. 

CHAPTER VI. MISCELLANEOUS 

Sec. 9. Act repealed. Act Numbered Three thousand nine hundred nine and 
and three thousand nine hundred ninety six and such other acta or parts ot 
acta as are in contlict with the provisions hereot are hereby repealed. 

Sec. 10. Exemptions. The conditions and requirementa ot this Act, and 
the rules and regulati.ons issued hereunder shal1 not apply to airerait and 
airmen ot the armed forces ot the United States and the Philippine Government.. 

CHAPTER VII. APPROPRIATIONS 

Sec. 11. ADnual appropri~tion tor the Bureau Dt Aeronautics. - Tc et­
tective~ carry out the purposes ofthis Act, thereis hereby appropriated the 
sum ot one hundred thousand pesos, out ot the tunds in the l'hi1ippine trea­
sury, not otherwise appropriated, Provided, That any unexpended balance 
ot said sum on December thirty-tirst, nineteen hundred and thirty-seven, 
ahall be reverted to the Philippine Treasur,y. 

The Division of Aeronautics is hereby abo1ished and its activities, 
appropriations, properties, equipment, records, asseta and 1iabilities 
are trans terred to the Bureau ot Aeronautics. 

Sec. 12. Effective date of Act. - This Act shall talce affect upon its 
approvaJ.. 

APPROVED, November 12, 1936. 
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FIRST CONGRESS OF THE REPUBLIC OF THE) 
PHILIPPINES ) H. No. 1767 
Third Sess ion ) 

REPUBLIC ACT NO. 224 

AN ACT TO CREATE A PUBLIC CORPORATION TC BE KNOWN AS THE 
"NATIONAL AIRPORTS CORPORATION," TO DEFINE ITS POWERS AND DUTIES, 
TO APPROPRIATE '!HE NECESSARY FONDS THEREFOR, AND FOR OTHER PUR­
POSEIf. 

Be it enacted by the Senate and House of Representatives of the 
Philippines in Congress assembled: 

SECTION L. There is hereby created a public corporation to be 
known as the "Iational Airports Corporation," hereinafter called 
and designated the Corporation, to serve as an agency of the Repub­
lie of the Philippines for the development, administration, opera­
tion and management of the government owned landing fields in the 
Philippines. 

The said Corporation shall exist for a term of fifty years 
from the date of the approval of this Act, and shall have its prin­
cipal place of business at Nichols Field, Municipality of Paranaque, 
Province of Rizal. 

SECTION 2. The "National Airports Corporation" shal1 have the 
following objects: 

Ca) To take over the use, management, operation, maintenance, 
development, control, règulation and policing of Nichols Fields as a 
public airport for national and international air traffic, and of 
all other goverrunent airfields, except those controlled and/or ope­
rated by the Armed Forces of the Republic, and of any other air­
fields which it may acquire or construct; 

(b) To plan, design, equip1J. expand, improve, repair, alter, or 
construct these airports or any navigation facilities appurtenant 
thereto with a view to providing the public with an efficient and mo­
dern air transportation service; 

Cc) To assist in the development and utilization of the other 
air potentials of the Philippines, and in the encouragement and pro­
motion of civil aeronautics. 

SECTION 3. The said Corporation shall be subject to the provi­
sions of the Corporation Law in so far as they are not inconsistent 
with the provisions of this Act, or the purpose for which the Corpo­
ration i5 formed, and it shall enjoy the general powers mentioned 
in said Corporation Law in addition to the following powers: 
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(a) To enter into, make and execute contracts of any kind 
as may be necessary or incidental to the attainment of its object 
with any person, firm, or public or priva~ corporation or entity 
or stibject to the approval of the President, with any foreign go­
vernment; 

(b) To acquire, hold, purchase, or lease any personal or real 
property, rights of vay, and easements which May be proper or necessa­
ry for the furtherance of the purposea of the corpora of the corpora-
tion; . 

(c) To exercise the right of eminent domain for the purposes for 
which it was created, in the manner provided by Law for condemnation 
proceedings by the national, provincial and municipal governments; 

(d) To se1l, pledge, mortgage, alienate or otherwise dispose 
of any property, or interest therein, or part thereof, whenever in 
the judgment of the Board of Directors said property, or interest 
therein, or part thereof, is no longer needed or required for the 
purpose for which the corporation is formed, or to lease the sarna when 
the 1ease thereof for any purpose shal1 not interfer with the main 
use of the airport, Provided, However, That no real property of what­
ever value, nor fixed installations of any kind having a book value 
of one hundred thousand pesos or over, May be sold or otherwise dis­
posed of by the Corporation without the approval of the President of 
the Philippines; 

(e) To contract loans, to issue bonda and other obligations as 
security therefor, Provided, however, That, àt no time shall bonded 
indebtedness of the Corporation exceeds tan million pesos. In order 
that the corporation may validly issue bonds, the resolution of the 
Board of Directors authorizing the issuance thereof shal1 state the 
purpose aD~ the terms and conditions of the bonds, which resolution 
sha1l be subject to the approval of the President of the Phili~pines 
upon recommendation of the Secretary of Finance. Al1 bonds issued 
by the Corporation shall be exempt from taxation by the Republic of 
the Philippines or by any political subdivision thereof, and shall 
be receivable as security in any transaction with the Government 
of the Republic of the Philippines, in which security is required. 
As security for any and all loans which it May contract, the Corpo­
ration is authorized to mortgage aqy and all airfields, installations 
and equipment which it has or May control. 

(f) With the exception only of the amounts to be charged as 1and­
ing fees, parking-space fees for transcient aircraft, and royalties on 
sales or deliveries, direct or indirect, to an aircraft for its use 
of aviation gasoline, oil and 1ubricants, spare parts, accessories and 
supplies which s hall be subject to the approval of the Civil A eronau­
tics Board, the Corporation shal1 have authority to determine, impose, 
collect and receive aIl charges, tolls, royalties, fees or rentals 
for the use of any of the property under the managment and control 
and to prescribe the terms and conditions under which such property 
May be used. As used in this Section: 
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(1) Landing fees refer to all charges for the use of aQY landing 
strip or runway by any airerait landing or taking otf at the airport; 

(2) "Terminal tees" reter to a11 charges for the use of any landing 
strip or parking at or near the ramp, terminal area or building for 
purposes of ~oading or unloading passengers and/or cargo; 

(3) 8Transcient airerait" refers to a11 those which do not have 
At the airport any fixed base, area, or parking space; 

(4) "Royalties" refer to all charges based on gross bus iness or 
sales, or grosB or net profit. 

(2) "Supplies· include any and all items of whatever nature or 
description which may be necessary for, or incidental to, the operation 
of an airerait; 

(g) To grant to any person, firm or company such concession or 
concession rights as may be necessary or convenient to the airports 
uponwhich such terms and conditions as the corporation may deem pro­
per, Provided, however, That the exclusive use of any landing strip 
or runway within any airport shall not be granted to any persons, firm, 
or corporation. 

(h) To determine the types of airerait that may be allowed to use the 
airport and to limit their use to certain types of airerait only, in 
the interest of public saiety; 

(i) To prescribe, adopt, establish and entorce such rules and re~ù­
lations, as may be necessary for the saiety, health, and welfare of the 
public w1thin the airports; . 

(j) In general, to do everything, directly or indirectly, necessary 
or incidental to, or in the furtherance of, the purpose of the corpora­
tion, and the enumeration ot the specifie powers herein granted ahall 
not be constructed as a limitation upon the general and incident&! po­
~ers of the corporation; 

(k) In the transaction of 1ts business, to perform a11 acts which 
a co-partnership or natural pers on is authorized to perform upon the 
laws existing or which maybe enacted hereafter. 

SECTION 4. The governing body of the Corporation shall consist 
of a Board of Directors composed of five members to be appointed by 
the President of the Philippines, with the consent of the Commission 
on Appointments of Congress of the Philippines. The President of the 
Philippines shall designate from among the members of the Board a 
Chairman and a Vice-Chairman who shall act as Chairman during the ab­
sence or tamporary dis ab ilit y of the former. 
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Of the directors first appointed as above prescribed, the Pre­
sident of the Philippines shall designate one to serve for five years, 
one to serve four years, one for three years, one for two years, and 
one for one year; and thereafter, each d1rector appointed shall serve 
tor tour years. Whenever, a vacancy occurs among the directors, the 
pers on appointed director to t111 such vacancy shall sit tor the un­
expired portion of the term of the member whose place he is selected 
to fill. Any director sha11lbe aubject to removal by the President 
ot the Philippines. Three members ot the Board of the Directors 
shali constitute a quorum tor the transaction of business. 

Before entering upon the discharge of their duties, each of the 
directors shall take the oath prescribed in section twent.y-three of 
the Revised Administrative Code and in the Constitution of the Philip­
pines. 

The meMbers of the Board shall each receive a per diem of not to 
exceed thirty pesos for each meeting actually attended by them. 

SECTION 5. The Board shall submit its annual report and balance 
sheets to the President ot the Philippines and to the Congress ot the 
Philippines, as provided in Section tive hundred and seventy-tour 
to five hundred seventy-seven of the Revised Administrative Code. 

SECTION 6. The direct and active management of the affairs and 
business of the Corporation shall be performed by the General Manager 
subject to the supervision and control of the Board of Directors. The 
General Manager shall be appolllted by the President of the Philippines 
with the consent of the Commission on Appointments of the Congress ot 
the Philippines; shall be entitled to a compensation to be tixed by 
the President of the Philippines and shall hold office at his pleasure. 

The General Manager sha11, with the approval ot the Board ot Di­
rectors, appoint and fix the number and salaries ot such technical and 
other of tic ers and employees as May be necessary for the performance 
of the tunctions and activities of the Corporation; shall sit at all 
meetings ot the Board of Directors and May participate in its deliberations 
but shall have no right to vote, and shall render and submi t such re-
port or reports to the Board as may be required of him from time to 
Ume. 

SECTION 7. The Ottice of the Administrator of the Manila Inter­
national Airport established under the provisions ot Executive Order 
Numbered One hundred, ~ .&ad October twenty one, nineeteen hundred and 
forty-seven, is hereby abolished, all personnel, records, properties, 
assets, rights, obligations, liabilities, appropriations and unex­
pended balances thereof are hereby transferred to, and assumed, by the 
National Airports Corporation. AIl works, constructions and improve­
ments made by the Civil Aeronautics Administration or any agency of 
theNational Government or upon government airfields, as well as the 
appropriations or the unexpended balances thereof shall belong to 
this Corporation. 
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SECTION 8. AU laws, executive orders and ru1es and regulations 
governing the operation of aircraft in the Philippines shall be appli­
cable to any aircraf't using the landing fields of the National Air­
ports Corporation. 

SECTION 9. In order to enab1e the Corporation to carry out its 
purposes as set forth in this Act, thereis hereby appropriated out 
of any funds in the National Treasur,y not otherwise appropriated, 
the sum of one million pesos, which together with the appropriations 
and unexpended balances mentioned in section seven of this Act, shall 
constitute the capital of this Corporation and will be placed at the 
disposaI of the Board of Directors for the attainment of the objective 
of the Corporation. 

The funds herein appropriated shaU not be re1eased un1ess and 
until the Secretary of Finance and the Auditor General shall·have 
certified to the Pres !dent of the PhUippines that there are existing 
and a vailable funds in the National Treasury in excess of the surns 
appropriated in the General Appropriation Law for the Fiscal Year 
ending June thirtieth, nineteen hundred and forty-nine and the prior 
appropriations established by law. 

SECTION 10. AlI acts or parts of acta and eJCecutive orders, 
administrative orders, or parts thereof which are inconsistent with 
the provisions of this Act are hereby repealed. 

SECTION Il. This Act shall take effect on its approval. 

APPROVEn: June 5, 1948 
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SECOND CONGRESS 

of the 

REPUBLIC OF THE PHILIPPINES 

Third Session 

Begun and he1d in the City of Mani1a on Monday, the twenty-eighth day of 
Januar,y, nineeteen hundred and fifty-two. 

(REPUBLIC ACT NO. 776) 

AN ACT TO REORGANlZE TrIE CIVIL AEROI~AUTICS BOARD AND THE CIVIL AERONAUTICS 
ADMINISTRATION TO PROVmE FOR THE REGULATION OF CIVIL AEH.ONAUTICS n~ 

, THE PHILIPPINES AND AUTHORIZING THE APPROPRIATION OF FUNDS THEREFOR. 

Be it enacted by the Senate and House of Representatives of the Philippines 
in Congress assemb1ed: 

CHAPTER l - Title and Purpc~e 

SECTION 1. Tit1e of Act. - The tit1e of this Act shal1 be "The 
Civlil Aeronautics Act of the Philippines." 

SECTION 2. Purpose and Scope of Act. - The genera1 purposes of 
this Aet is the reorganization of the Civil Aeronautics Board and the 
Civil Aeronautics Administration, defining their powers and duties and 
making certain adjustment of funds and personnel in cormection there9 
with; and the regglation of civil aeronautics. 

The provisions of this Act and the ru1es and regulations issued 
pursuant thereto sha11 not apply~;except with respect to air traffic 
fu1es, to mi1itary aireraft and airmen of the Philippines and of 
foreign countries and to foreign civil and public aircraft and airmen 
other than those eovered by Chapters III and IV he~of. 

CHAPTER II - General Provisions 

SECTION J. Words and Phrases defined. - The fol10wing defini­
tions shall control in the application and construction of this Act, 
un1ess the context otherwise requires: 

(a) "Administrator"means theC ivil Aeronautics Administrator. 
(b) ""Aerodrome" means a defined area on land or water, ine1uding any 

building , installations and equipment intended to be used either 
who11y or in part for the arriva1, departure and rnovernent of aireraft. 

(c) "Aeronautics" means the science and art of I1ight. 
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(d) "Aeronautical telecommunication" means and includes any tele­
graph or telephone communication signs, signaIs, writings, images and 
sounds of any nature, Wy wire, radio or other systems or processes of 
signalling, used in the aeronautical service. 

(e) "Aeronautical telecommunication station" means al\Y station ope­
rated to provide telecommgnication for aeronautical purposes. 

(f) "Air Carrier" means a person who undertakes, whether direct­
ly or indirectly, or by a lease or any other arrangements, to engage in 
air transportation or air commerce. 

(g) "Air cormnerce Il means and includes air transportation for pay 
or hire, thena!igation of aircraft from one place to another for operation 
in the conduct of a business. 

(h)" Air transportationll means service or carriage of persons, 
property or mail, in whole or in part, by aircraft. 

(i) "Airerait" means any cor.trivance now known or hereafter 
invente d, used, or designed for navigation of, or flight in the air. 

(j) "Aireraft etngine ft means an engine used or intended to be 
used for propulsion of aircraft and includes all parts, appurtenances 
and accessories thereof other than propeilers. 

(k) " Aircraft radio station" means a radio station on board any 
aircraft. 

(1) ft Airmenlt means any individual who engages, as the person in 
command or as pilot, mechanic, flight radio operator or member of the 
crew, in the navigation of aircraft while under way, and any individual 
who is directly in charge of inspection, maintenance, overhauling or 
repair of aireraft, aircraft engine, propellers, or appliances; and 
any individual who serves in the capacity of aireraft dispatcher or air 
traffic control operator. 

(m) "Air navigation facility" means al\Y facility used in, 
available for use in or designed for use, in aid of air navigation, 
including areas, lights, any apparatus or equipment for disseminating 
weather information, for signalling, for radio-directional finding, 
or for radio or other electrical communication, and any other structure 
or mechanism having a similar purpose for guiding or controlling flight 
in the air or the landing and take-off of aircraft. 

(n) IIAirways" means a path thru the navigable air space identified 
by an area of specified .idth on the surface of the earth designated or 
approved by the Administrator as suitable for air commerce ct air trans­
portation. 

(0) "Airworthiness" means that an airerait, its engines, pro­
pellers, and other compotents and accessories, are of proper design and 
construction, and are saie for air navigation purposes, such design and 
constructiorr being consistent with accepted engineering practice and in 
accordance wi th aerodynamic lavls and a ircraft sc ience. 

(p) "Appliances ll means instruments, equipments, apparatus, parts, 
appurtenances, or accessories, of whatevér description, which are used 
or are capable of be ing or intended ta be used in the naviga tian, 
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operation, or control of air~rait in flight (including parachutes and 
communication equipment and any other mechanism or mechanisms installed 
in or attached ta aircrait during flight), and which are not part or 
parts of airerait, aircrait engines or prope11ers. 

(q) "Board" means the Civil Aeronautics Board. 
Cr) "Citizen of the Philippines" means (a) an individual who is 

a citizen of the Philippines, or (b) a partneràhip of which each member 
is such an individual, or (c) a corporation or association created or 
organized under the laws of the Philippines, of whieh the directing head 
and two-thirds or more of the Board of Directors and other managing 
officers are citizens of the Philippines, and in which sixt Y per centum of 
the voting interest is owned or controlled by persons who are citizens 
of the Philippines. 

(s) "Civil Airerait" maans any aircraft other than a public air­
erait. 

(t) It Domestic air carrierlt means an air carrier who is a citizen 
of the Philippines: Provided, That an air carrier who is not a citizen 
of the Philippines but who may be allowed to engage in domestic and/or 
foreign air transportation, or domestic and/or foreign air commerce, 
in accordance with the provisions of Section i:Swelve, Chapter IV of this 
Act, shall to a11 intents and purposes, be classified as a domestic 
air carrier. 

(u) nDomestic air commerce" means and includes air commerce within 
the limita of the Philippine territor,y. 

(v) "Domestic air transportation" means air transportation within 
the limita of the Philippine territory. 

( .... ) ItFlight radio operator" means and includes a member of the 
operating crew of airerait who is granted: radio operator1s license 
by the Civil Aeronautics Administrator to operate aircrait radio stations. 

(x) "Foreign air carrier" means an air carrier who is not a 
citizen of the Philippines, and/or an air carrier other than a domestic 
air carrier. 

(y) "Foreign air commerce ll means and includes air commerce between 
the Philippines and any place outside it, or who~ outside the Philip­
pines. 

(aa) "Landing field" me ans any loeality either on Hater or on 
land, which is adapted for landing and tàking-off of airerait located 
along an airway and is interw~diate to airports connected by the air­
way, whether or nmt facilities are provided for the shelter, servieing 
or repair of airerait, or for receiving or diseharging passengers or 
cargo. 

(bb)"l{ail" means Philippine mail or foreign transit mail. 
(cc) "Navigation of a irêraft ll or navigate aireraft includes the 

piloting of airerait. 
C4d) IINaviGable air spaee" means air spaee above the minimum 

altitudes of flight preseribed by regulations issued under this Act. 
(ee) "Permit" means Certificate of' Public Convenience and Neeessity. 
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(ff) "Persons" means any individual, firm, co-partnership, cor­
poration, company, association, joint stock association, or body 
poli tic, and includes any trustee, receiver, assignee, or other 
similar representative thereof. 

(gg) npropeller" includes all parts, appurtenances and accessories 
thereof. 

(hh) npublic Aircraft" means an aircrart used exclusively in the 
service of the National Government of the Republic of the Philippines 
or of any political subdivision or instrumentality thereof, but not 10-
cluding any government-owned airerait engaged in air commerce. 

(11) "Reasonable Charges" are those which insure just and rea­
sonable return on the capital invested, taking into consideration the 
cost of construction, operation and maintenance and non-aeronautical 
revenue of the air navigation facility arfected, which shall be uniforme 

SECTION 4. Declaration of Polieies. - In the exercise and per­
formance of the powers and duties under this Act, the Civil Aercnautics 
Board and the Civil Aeronautics Administrator shall cons ider the fol­
lowing among other things, as being in the public interest, and in ac­
cordance with the public convenience and necessity: 

(a) The development and utilization of the airpotential of the 
Philippines: 

(b) The encouragement and development of an air transportation 
system properly adapted to the present and future of foreign and domestic 
commerce of the Philippines, of the Postal Service, and of the National 
Defense; 

(c) The regulation of air transportation in such manner as to 
recognize and preserve the inherent advantages of, assure the highest 
degree of safety in and foster sound economic conditions in such trans­
portation, and to improve the relations between, and coordinate trans­
portation by, air carrier; 

(d) The promotion of adequate, economical and efficient service 
by air carriers at reasonable charges, without unjust discrimination, 
undue preference or advantage, or unfair or destructive competitive 
practices; 

(e) Competition between air carriers to the extent necessary to 
assure the sound development of an air transportation system properly 
adapted to the need of the foreign and domestic commerce of the Philip­
pines, of the Postal Service, and of the National Defense. 

(f) To promote sarety of flight in air commerce in the Philippines; 
(g) The encouragement and development of civil aeronautics. 

CHAPTER III. CIVIL AERONAUTICS BOARD 

SECTION 5. Composition of the Board. - The Civil Aeronautics 
Board shall be composed of the Secretary of Commerce and Industry as 
Chairman, the Civil Aeronautics Administrator, the Commanding Officer 



-241-

of the Philippine Air Force, and two other members to be appointed 
by the President of the Philippines. They shall hold office at the plea­
sure of the President and shall be entitled to per diem for each meet­
ing actually attended by them in such amount as may be fixed by the 
President. In case of absence or incapacity of the Secretary of 
Commerce and Industry, the Civil Aeronautics Administrator shall aet 
as Chairman. 

In case the Undersecretary of Commerce and Industry and/or Deputy 
Administrator act in the stead of the Secretary of Commerce and Industry 
and/or Administrator, respective~, they shall hold office and be en­
titled to per diem for each meeting actual~ attended by them in the 
Civil Aeronautics Board. No member of the Board shall have any pecu­
niary interest in, or own any stock or bond of, any civil aeronautics 
enterprise. 

SECTION 6. Principal office and quorum.- The Board shall have its 
principal office in the City of Manila and may hold hearings on 
any proceedings at such time and places within the Philippines as it 
May provide by order in writing. The·Chairman and two members of the 
Board shall constitute a quorum to transact business. A majority vote 
of the members constituting a quorum shall be necessary for a val id 
and enforceable decision or order by the Board. A tie vote shall be 
referred to the President of the Philippines for decision. 

SECTION 7. Permanent personnel. - The Board shall have a perma­
nent Secretary, who shall be a member of the Philippine bar, with compen­
sation at five thousand one hundred pesos per annum. He shall 
record all proceedings of the Board, take charge of and keep all its 
papers, and perform such other duties as May be prescribed bythe 
Board in connection with its proceedings or papers. The Board shall 
also have a permanenent stenographer with compensation at two thousand 
four hundred pesos per annum and such other employees and personnel as the 
Board May deem necessary in exercising and performing its powers and 
duties. 

SECTION 8. Temporary personnel. - The Board May, with the approval 
of the President of the Philippines, engage for temporary service such 
du~ qualified consulting engineers and agencies or other qualified 
pers ons as are necessary, and fix the compeBsation et such engineers, 
agencies, or persons without regard to civil service rules and regula­
tions. 

SSCTION 9. Anoual Report.- The Board shall make an annual report 
to the President which shall contain such informatiqn and data collected 
by the Board as May be considered of value in the determination of 
quàstions connected with the development of civil aeronautics, together 
vith such recommendations as to additional legislation relating thereto 
as the Board May deem necessary. 
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SECTION 10. Powers and Duties of the Board. - (A) Except as 
otherwise provided herein, the Board shall have the power to regulate 
the economic aspect of air transportation, and shall have the general 
supervision and regulation of, and jurisdiction and control over, air 
carriers as~ weIl as their property, property rights, equipment, raci­
lities, and franchise, in so far as rnay be necessary for the purpose 
of carrying out the provisions of this Act. 

(B) The Board rnay perform such acts, conduct such investigations, 
issue and amend such orders, and make and arnend such general and special 
rules, regulations, and procedures as it shall deem necessary to carry 
out the provisions of this Act. 

(C) The Board shall have the following specifie powers and duties: 

(1) In accordance with thepprovisions of Chapter 4 of this 
Act, to issue, deny, amend, revise, alter, modify, cancel, suspend, or 
revoke, in whole or in part, upon petition or complaint, or upon its own 
initiative, any temporary operating permit or Certificate of Public Con­
venienee Necessity; Provided, however, That in the case of foreign 
air carriers, the permit shall be issued with the approval of the Presi­
dent of the Republic of the Philippines. 

(2) To fix and determine ·reasonable individual, joint or spe­
cial rates, charges or fares whichan air carrier rnay demand, collect or 
receive for any serv±~e~in connection with air commerce. The Board May 
adopt any original, arnended, or new individual, joint or special rates, 
charges or fares proposed by an air carrier if the proposed individual, 
joint, or special rates, charges or fares are not unduly preferential 
or unduly discriminatory or unreasonable. The burden of proof to show that 
the proposed individual, joint or special rates, charges or fares are 
just and reasonable shall be upon the air carrier proposing the sarne. 

In fixing rates, charges, or fares under the provisions of this 
Act, the Board shall take into consideration, arnong other factors: 

Ca) 
(b) 

(c) 

(d) 
(e) 

The effect of suct rates upon the movement of traifie; 
Theneed in the pï.1blic interest of adequate and efficient 
transportation of persons and property by air carriers at 
the lowest cost consistent with the furnishing of such service; 
Such standards respecting the character and quality of service 
to be rendered by air carriers as may be prescribed by or 
pursuant to law; 
The inherent advantages of transportation by airerait; and 
The need of each air carrier Dor revenue sufficient to 
ena~le such air carrier, under honest, economical, and 
efficient management, to provide adequate and efficient air 
carrier service. 
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(3) To authorize 6harter wgether domest1c or international and 
special air services or flight heretofore exercised by the Department 
of Commerce and Industry under Commonwealth Act No •. 91 under sUc;:h terms 
and conditions as in its judgment the public interest requires. 

(4) To approve or disapprove increases of capital, sale of àquip­
ment of an air carrier engaged in air commerce, consolidation, merger, 
purchase, lease, operating contract or acquisition and control between 
domestic air carriers; or between domestic air carriers and fore1gn air 
carriers; or between domestic air carriers and a~ pers on engaged in 
any phase of a eronautics • 

(5) To inquire into the management of the business of any air 
carrier and, to the extent reasonably necessary for such inquiry, to 
obtainfrom such carrier, and from any person controlling, or controlled 

'by, or under common control with, such air carrier, full and complete 
reports and other information. Such reports shall be under oath when­
ever the Board so requires. 

(6) To require annual, monthly, periodical, and special reports 
from any air carrier, to prescribe the manner and form in which such 
reports shall be made, and to require from a~ air carrier specifie 
answers to all questions upon which the Board may deem information to 
be necessary. Such reports shall be under oath whever the Board so 
requires, The Board may also reauire any air carrier to file with it 
any contract, agreement, understanding or arrangement, or a true copy 
thereof, between such air carrier and any other carrier or persons, in 
relation to any traffic affec~d by the provisions of this Act. 

(1) To prescribe the forma of any and aIl accounts, records, and 
memoranda of the movement of traffic, as well as of the receipt and 
expenditures of money, and the length of time such accounts, records 
and memoranda shall be preserved; Provoded, That any air carrier May 
keep additional accounts, records or memoranda if they do not impait, 
the integrity of the accounts, records, or memoranda prescribed or 
approved by the Board and do not constitute an undue financial burden 
on such air carrier. 

(8) To require each officer and director of any air carrier to 
transmit a report describing the shares of stock or other interest/ 
held by such air carrier with any persons engaged in any phase of 
aeronautics, and the holding of the stock in and control of, other 
persans engaged in any phase of aeronautics. 

(D) The Board May investigate, upon complaint or upon its own 
initiative whether any individual or air carrier, domestic or foreign 
is violating any provisions of this Act, or the rules and regulations 
issued thereunder, and shall take such actions consistent with the 
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provisions of this Act, as May be necessary to prevent furtber violation 
of such provision, or rules and regulations so issued. 

(E) The Board may issue subpoena or supoena duces tecum, require 
the attendance and testimony of rIitnesses ll:i any matter or inquiry pending 
before the Board or its du~ authorized representative, and require the 
production of books, papers, tariffs, contracts, agreements and aIl DDheh 
do.ewnents submitted for purposes of this section to be under oath and veri­
fied by the pers on in custoqy thereof as to the truth and correctness 
of data appearing in sucb books, papers, tariffs, contracts, agreement 
and aIl other documents. 

(F) The Board may review, revise, reverse, modify or affirm on 
appea1 any administrative decision or order of the Àdministrator on mat­
ters pertaining to: 

(1) 
(2) 

(3) 

Grounding of a irmen and aircraft, or 
Revocation of any certificate or the denia1 by the Admi­
nistrator of issuance of any certificate; or 
Imposition of civil penalty of fine in connection with 
the violation of any provision of this Act or ru1es and 
regulations issued thereunder. 

(G) The Board shall have the power, either on its own initiative or 
upon review on appea1 from an order or decision of the Administrator, to 
de termine whether to impose, remit, mitigate, increase, or compromise 
sucb fines and civil penalties as the case may be. 

(H) (1) The Civil Aeronautics Boafd shall be advised:mf, and shall 
consult with the Department of Foreign Affàirs concerning the negotia­
tion of any air agreement with foreign government for the promotion, 
establishment, or development of foreign air transportation. 

(2) In exercising and performing its powers and duties under the 
provisions of this Act, the Civil Aeronautics Board shall take into consi­
deration the obligation assumed by the Republic of the Philippines in 
any trea~r, convention or agreement with foreign countries on reatters 
affecting civil aviation. 

CHAPTER IV. CERTIFICATE OF PUBLIC CONVENIENCE !lID 
NE CESS ITY 

SECTION Il. Nature, terms and conditions. - Certliicate of Public 
Convenience and Necessity is a permit issued by the Board authorizing 
a persan ta enga:-;e in air conunerce and/or air transportation, foreign and/ 
or dames tic. 

Any permit May be altered, amended, modified, suspended, c8ncelled or 
revoked by the Board on whole or in part, upon complaint or petitién or 
upon the Board's initiative as hereinafter provided,whenever the Board 
finds such action to be in the public interest. 
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There shall be attached to the exercise of the privileges granted 
by the permit, or amendment thereto, such reasonable terms, conditions, 
or limitations as, in the judgment of the Board, the public interest 
may require. 

No permit shall confer any proprietary, propsrty, or exclusive 
right inthe use of any air space, civil ainray, landing area or govern­
ment air navigation f acility. 

The permit shall, among others,specify the terminal and intermediate 
points, if any, between which the air carrier is authorized to opera.te 
the service to be rendered, the time of arrivaI and departure at each 
point, the frequency of flights. Provide9,That no change in routes, 
rates, schedules or frequency nor supplemental or additional flights to 
those covered by an air commerce permit or franchise shall be affected 
without prior approval of the Civil Aeronautics Board •. In so far as the 
opera.tion is to take place without the Philippines, the permit shall 
designate the terminal and intermediate points on~ iasofar as the Board 
shall deem practicable, and otherwise shall designate on~ the general 
route or routes to be followed. 

No carrier shall abandon,:;any route, or part thereof for which a 
permit has been issued, unless upon findings by the Civil Aeronauticà 
Board that such an abandonment i8 uneconomical and i8 in the public 
interest. 

SECTION 12. Citizenship requirement. - Except as otherwise pro­
vided, in the Constitution and existing treaty' or treaties, permit 
author~ing a pers on to engage in domestic air commerce and/or air 
transportation shall be issued on~ to citizens of the Philippines. 

SECTION 13. Conduct of Proceedings. The Board shall conduct 
its proceedings in such manner as will be conducive to the proper dis­
patch of business and to the ends of justice. AlI hearings and 
investigations before the Civil Aeronautics Board shall be governeà 
by the rules of procedure adopted by the Board, and in the conduct 
thereof the Board shall not be bound by the technical rules of evidence. 

SECTION 14. Delegation of authority to conduct hearings. -
The Board may designate in writing any of its members of any of its 
afficer to conduct hearings and investigations on any matter pending 
before the Board and for that purpose the person so designa!ed shall 
'have authority to administer oaths, issue subpoena and supoena duces 
tecum, require the attendance anà testimony of witnesses, examine 
witnesses, make ocular inspection of or enter into any airline 
esfàblishment, buidling, place or premise in the performance of its 
official business. 



SECTION 15. Application for Permit. "Application for permit 
shall be made to the Board in writing and shall b e verified. Said 
application shall be in such form, shall contain such information, 
and shall be accompanied by such proof of service upon such interested 
persons as the Board shall by regulation require. 

SECTION 16. Notice. Upon the filing of any such application, 
the Board shall give due notice thereof: (1) to the public, by posting 
a notice of such application in the Office of the Civil Aeronautics 
Board and by publication once a week for three consecutive weeks, at 
the expense of the applicant, in a newspaper of general circulation, and 
(2) to such other pers ons as the Board May require b.r regulation: Pro­
vided, however, That notice or publication May be dispensed with by the 
Board whenever, in its judgment, the public interest so requires. Any 
interested pers on May file wi th the Board memorandum in support of, or 
in opposition to, the issuance of the permit. 

SECTION 17. Time and Place of Meeting. Within a week after the 
last publication of the application as provided in Section 16 of this 
Act, the Board or its du~ designated representative shall set 
the time and place for the meeting of the parties interested in 
said application or their attorneys, and shall notify said parties 
or their attorneys in writing to appearj Provided, That, if publica­
tion has been dispensed with, the Board shall immediately set the time 
and place for the meeting of the parties. 

SECTION 18. Non-Appearances. If a party interested in the ap­
plication fails to appear or if no party appears at the designated time 
and place, the Board or its duly designated presentative May proceed 
ex parte or, in his discretion adjourn the proceeding for a future 
date, giving notice to the absent party or parties of the adjournment. 

SECTION 19. Depositions. The Board or its duly designated repre­
sentative may, in aqy investigation or hearing, by order in writing, 
cause the deposition of witnesses residing within or without the Philip­
pines to be taken in the manner prescribed by the Rules of Court. 

Witnesses whose depositions are necessary shall be entitled to 
mileage fees at the sarne rates as thoae allowed in the Courts of First 
Instance. 

SECTION 20. Hearings and Records.of Proceedings. Hearings on 
aIl applications shall be open to the public unless the Board shall 
determine otherwise for reason of national security. 

Proceedings shall be recorded in such form and manner as May be 
determined by the Board and the record of proceedings shall become 
part of the records of the application. 
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SECTION 21~ Issuance of Permit. - The Board shal1 issue a permit 
authorizing the whole or aqy part of the service covered by the ap­
plication, if itnfinds: (1) that the applicant is fit, wil1ing and 
able to perform such service proper~ in conformity with the provisions 
of this Act and the rules, regulations, and requirement issued there­
under, and (2) that such service ls required by the public convenience 
and necessity, otherwise the application shall be denied. 

SECTION 22. MOdification, suspension or revocation. - The Board, 
upon petition or complaint or upon its own initiative, may, by order 
entered after notice and opportunity for hearing, alter, amend, modify, 
or suspend any permit, in who1e or in part, if public convenience and 
necessity so require, or may revoke any permit in who1e or in part, for 
intentional fai1ure to comply with any provision of this Act or any 
order, ru1e or regulation issued thereunder, or aqy term, condition or 
limitation of such permit: Provided, That the Board, for good cause, May 
by order without notice and hearing suspend, for a period not to exceed 
thirty days, any permit or the exerc~e or any privilege or authority 
issued or granted under this Act wh~er such step sha11, in the judgment 
of the Board, be necessary ta avoid s6rious or irreparable damage or in­
convenience to the public. Any interested person may file with the Board a 
protest or memorandum in supportof or opposition to the alteration, 
amendment, modification, suspension, or revocation of any permit. 

SECTION 23. Transfer of Permit. - No permit may be transferred un­
lese such transfer is approved by the Board as being consistent with 
the public interest. 

SECTIŒ~ 24. Effective date and duration of Permit. - Each permit 
shall be effective from the date specified therein and shall con-
tinue in effect unti1 suspended or revoked or UOti1 the Board shall 
certify that operation thereunder has ceased: Provided, That if aoy service 
authorized by a permit is not inaugurated within a period of ninety 
days after the date of ruthorization as shall be fixed by the Board or after 
such other period as may be designated by the Board, the Board may by 
order direct that such permit shal1 thereupon cease ta be effective to 
the extent of such service; Provided, further, ~hat no permit shall be 
issued for apperiod of more than twenty-five years. 

CHAPTER V. CIVIL AERONAUTICS ADHINISTRATION 

xxxxxxxxxxxxxxxxxxxxxxx 

SECTION 38. Conveyance to be recorded.- No conveyance made or 
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executed, affects the tit1e to, or interest in, any civil aircraft 
of Philippine registr,y, or any portion thereof shall be va1id in res­
pect to such aircraft or portion thereof against any pers on other than 
the pers on by whom the conveyan~e is made or executed, his hairs, as­
signees, executors, administrator, devisees, or successors in interest, 
and any person having actua1 notice thereof, unti1 such conveyance is 
recorded in the office of the Civil Aeronautics Administration. Ever,y 
such conveyance so recorded in the Civil Aerona~tics Administration 
sha11 be va1id as against a11 persons. Any instrwnent, recording of 
which is required by the provisions of this Act, sha11 take effect from 
the date of its record in the books of the Civil Aeronautics Administra­
tion, and not from the date of its execution. 

SECTION 39. Form of conveyance. No conveyance maybe recorded 
under the provisions of this Act un1ess it complies with the require­
ment for the registration of documents affect1ng land. The conveyance 
to be recorded sha11 a1so state: (1) the interest in the aircraft of 
the person bywhom such conveyance is made or executed or, in the case 
of a contract of conditional sale, the interest of the vendor, and (2) 
the interest transferred by the conveyance. 

SECTION 40. Method of Recording. - The Administrator sha11 record 
conveyances delivered to it in the order of their receipt, in files kept 
for the purpose, indexed to show: 

(a) The identifying description of the airerait; 
(b) The names of the parties to the conveyance; 
(c) The date of the instrument and the date and time it ia 

recorded; 
(d) The interest in the aircraft transferred by the conveyance; 
(e) Ir such conveyance is made as aecurity for indebtedness, the 

amount and date of maturity of such indebtedness; and 
(f) A11 particular estates, mortgages, liens, leases, orders, 

and other encumbrances and a11 decree, instrument, attach­
ments, or entries affecting aircrart and other matters 
properly determined under this Act. 

SECTION 41. Previously unrecorded ownership. - Application for 
the issuance or renewa1 of an airworthiness certificate for aircratt 
whose ownership has not been recorded as prov1ded in this Act sha11 
conta in such information with respect to the ownership of the aircrart 
as the Administrator sha11 deem necessary to show who have property 
interest in such aire raft and the nature andEeCtent of such interest. 

CHAPTER VII. VIOLATIONS AND PENALTIES 

SECTION 42. Specifie Penalties. - (A) Any person engaging in 
air commerce without a permit issued by the Board as provided in 
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air commerce without a permit issued by the Board as provided in 
this Act shall be punished by a fine not exceeding five-thousand 
pesos or by imprisonment for not more than one year, or both, in 
the discret~on of the court: Provided, That a pers on engaging in 
air co~merce on the date of the approval of this Act may continue 
so to engage until such t1me as the Board shall pass upon an appli­
cation for a permit for such service, which application must be filed, 
as provided in Chapter IV of this Act, within one hundred and twenty 
days atter the approval of this Act. 

(B) Any air carrier violating any of the terms, conditions or 
limitations contained in any permit or amendrnent thereto shall be 
punished by a fine not exceeding one thousand pesos for each viola­
tion. 

(C) Any air carrier violating any order, rule or regulation issued 
by the Board shall be punished by a fine not exceeding one thousand 
pesos for each violation. 

(D) The following act shall subject any air carrier to a fine not 
exceeding one thousand pesos for each offense: 

(1) Discounts or rebates on authorized rates, fares and 
charges; 

(2) Adopting rates, fares and charges which have been found 
or determined by the Board to be unjust, unreasonable, un­
duly preferential or unjustly discriminatory in a final 
order; or which have not been previously approved and 
authorized by the Board. 

(3) Issuing any free pass, free tickets or free or reduced 
rates, fares or charges for passengers except to the 
following pers ons x x x x x x x. 

xxxxxxxxxxxxxxxxxxx 

(F) Any pers on who, without the previous approval of the Civil 
Aeronautics Board, effects any consolidation, merger, pnrchase, lease, 
operating contract or acquisition and control between domestic air 
carriers, or between domestic air carriers and foreign air carriers 
or between domestic carrier and any person engaged in any phase of 
aeronautics shall be pun1àhed by a fine of five thousand pesos or 
by imprisonment for not !nore than one year, or both, in the discret ion 
of the Court. 

xxxxxxxxxxxxxxxxxxx 
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(K) Aqy person who without previous approval and authorization 
of the Board shall adopt, establish, maintain, change, revise, 
abandon, alter, amend, deger, reject, discontinue, suspend, or res­
tore, aqy classification, rule or regulation or practice atfecting 
routes, itineraries, schedules, classifications, increase or decrease 
of frequencl" of f'lights, in any manner whatsoever, shall be punished 
bl" a fine of five thousand pesos. The repetition of' such offense 
shall be suificient cause for revocation of' the permit. 

(L) No person shall interf'er, obstruct, hinder, or delal" the 
Civil Aeronautics' Board or anl" pers on dul7 delegated bl" the Board 
in the performance of its duties in the public interest. A fine not 
exceeding f'ive thousand pesos shall be imposed upon anyone who: 

(1) With intent to interfer with the performance of the 
duties of the Board or any person duly delegated by the Board 
shall knowingly or wilfully alter, falsify, mutilate any re­
port, accounts, records, books, papers, contracts, agreements 
and all other documents, or 

(2) Shall knowingly and wilfully fail or refuse: (a) te 
make and/or sUbmit the books, contracts, tariffs, papers, agree­
ments, reports and ail other documents required te be submitted 
by him for consideration before the administrator or his duly 
authorized representative or before the Board; or (b) to keep 
or preserve accounts records, memoranda, books, reports, papers 
and all other documents requ1i-ed by the Administrator or his 
duly authorized representatiwe, or by the Civil Aeronautics 
Board; or 

(3) Is guilty of misconduct in the presence of the Board 
or so near the same as to obstruct or interrupt the hearing or 
session or any proceedings before the Board and/or the Adminis­
trator or any representative duly authorized by them; or shall 
conduct himself in a rude or disorderly manner before the 
Administrator or his duly authorized representative or any 
member of the Board engaged in the disch~ge of official dut y; 
or shall orally or in writing disrepectfully offend or insult 
any of the above named bodies or persons on the ocassion of or 
in the performance of their official dut Y or during any hear­
ing, session, or investigation held by either the Board of Ad­
ministrator or their duly designated representative; or 

(4~ Refuse to be sworn in as witness or to anawer as such 
when lawfully required to do 50; Provided, !bat, the Board 
or the Administrator or their duly authorized representative 
shall, if necessary, be entitled to the assistance of the mu­
nicipal police for the execution of any order to compel a wit­
nesa to be present or to testify; or 

(5) Without lawful justification or excuse, hinders, obs­
truct, or delays the Civil Aeronautics Board, the Administrator 
or their duly designated representative in.th~ inspection or 
examination of the books and/or accounts of an air carrier for the 
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purpoae of ascertaining the correctness in any material particular of any 
report, papers, documents, books, contracts, agreements and/or other 
documents submitted by such air carrier, or for any other purpose 
deemed b7 the Board and/or the Civil Aeronautics Administration to be 
in accordance with the public interest; or 

(6) Neg1ects or refuses to attend and/or testify and/or to 
answer any lawiul inquiry or to pro duce books, pape l'S, or docu­
ments, if in his power to do so, in obedience to the subpoena 
or 1awfu1 requirements of the Civil Aeronautics Board or the 
Civil Aeronaut1cs Administration; or 

(7) Testifies falae1y or makes falae affidavits or both 
before the Board or Civil Aeronautics Administration or any du1y 
designated representative of either. 

(M) No person shal1 interfer with air navigation. A fine 
not exceeding five thousand pesos or imprisonment for not more than 
one year, or both, in the discretion of the Court, shall be imposed 
upon any person who: 

xxxxxxxxxxxxxxxxxx 

(N) Any person, who sha11 knowing1y, and wilfully, forge, coun­
terfeit, alter, or falaely make any certificate authorized to be 
issued under this Act or knoing1y use or attempts to use any fraudu­
lent certificate shall be punished by a fine not exceeding five thou­
sand pesos or imprisonment for not more than one year, or both, in 
the discretion of the Court. 

xxxxxxxxxxxxxxxxxx 

SECTION 43. General Penalty. - Any violation of the provisions 
of this Act, or any order, ru1es or regu1ations issued thereunder, or 
any t~rm, condition or 1imi.tation of any certificate or permit issued 
under this Act for which no penalty is express1y provided sha11 be 
punished by a fine not exceeding five hundred pesos for each violation. 

SECTION 44. Compromise regarding penalty. - The Civil Aeronautics 
Board May enter into a compromise with respect to any penalty or fine 
imposed by virtue of the provisions of this Act. Fai1ure to comply 
with the order or decision of the Board respecting such compromise 
sha11 be deemed good and sufficient reason for the suspension of the 
permit or any certificate until comp1iance is made. Comp1iance may 
a1so be enforced by appropriate action brought in a Court of competent 
jurisdiction. 

CHAPTER VIII. Orders and Judicial Review 

SECTION 45. Enforcement of Orders. - The orders, decision, and 
regu1ations of the Board and the terms and conditions of any certificate 
issued by it May a1so be enforced by any of the civil rernedies provi­
ded by existing 1aw. 
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SECTION 46. Effective date of orders and deciBions. - AlI orders, 
rulesand regulations of the Civil AEronautics Board shall take ef­
fect at such time as the Board may prescribe. Whenever the Board is of 
the opinion that an emergency requiring immediate action exists in res~ 
pectto safety in air navigation, it may, upon complaint or upon its 
initiative, make such just and reasonable orders, rules and regula~ 
tions as ~ay be essential in the interest of safe;y in air navigation 
to meet such emergency without answer or other form of pleading by 
the interested person or persons, with or without notice, hearing 
or the making or filing of a report: Provided, That the Board shall 
immediately initiaté, . proceedings relating ta the matters embraced 

. in any such order, rule or regulation and shall, insofar as practi­
cable, give preference ta such proceedings over all others under 
this Act. 

SECTION 47. Reconsideration of Orders. - Any interested party 
may request the reconsideration of any order, ruling or decismon of 
the Civil Aeronautics Board by petition filed within fifteen days 
from the date of the notice of the said o~der, ruling or decision 
made by the Board. The petition shall clearly and specifically state 
the grounds for reconsideration. Copies of said petition shall be 
served on all parties interested inthe matter. It shall be the 
dut Y of the Board to calI a hearing on said petition without delay; 
after notice to aIl parties concerned, and, after hearing, ta decide 
the same as soon as practicable. 

SECTION 48. Finality of decision, order or ruling. - Decisions, 
orders and/or rulings of the Board shall become final and conclusive 
after 15 days from the date thereof unless appealed within said period 
to the Supreme Court by certiiorari. 

SECTION '49. Judicial Review. The Supreme Court may review any 
order, ruling or decision of the Board and modify or set aside such 
arder, ruling or decision when it clear~ appears that there was no 
evidence before the Boatd to support reasonably such order, ruling, 
or decision, or that the sarne is contrary to law or that the Board 
has no or has exceeded its jurisdiction. The evidence presented 
the Board together with the record of proceedings before the Board 
shall be certified by the Secretary of the Board to the Supreme Court. 

Any ruling, order, decision or award of the Civil Aeronautics 
Board, e xcept such ruling, order" decision or award with respect 
to the issuance of a permit, may reviewed by the Supreme Court upon 
a vITit of certionari in proper cases. The procedure for review, 
~xcept as herein provided, shall bé prescribed by the Supreme Court. 

Except as oth9rwise provided in the preceding paragraph, aIl 
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orders, rulings, or decisiona of the Board may be reviewed on the 
applicâtion of any pers on affected thereby by certiorari in appro­
priate cases or by petition to be known as petition for review, 
which shall be filed within fifteen days from the notification of 
such order, ruling or decision, or, in case a petition for the re­
consideration of auch order is filed in accordance with the preced­
ing section and the atome is denied, within fifteen days after notice 
of the order denying the petition for reconsideration. Said petition 
shall be placed on file in the office of the Supreme Court, which 
shal1 furnish copies thereof to the Secretary of the Board and 6ther 
parties interested. 

xxxxxxxxxxxxxxxxx 

SECTION 56. Effectivity. - This Act sha11 make effect upon its 
approva1. 

APPRO\~D: June 20, 1952. 
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ORDDJANCE APPENDED TO THE CONSTITUTION 

I~otwithstanding the provisions of Section one, 

Article Thirteen, Section Eight, Article Fourteen 

of the Foregoing Constitution, during the effectivity 

of the Executive Agreement entered into by the 

President of the Philippines with the President ~f 

the United States on the fourth of J~ nineteen hun-

dred and forty-six, pursuant to the provisions of Com-

monwealth Act Numbered Seven hunàred and thirty-three, 

but in no case to 6À~end beyond the third of July, 

nineèeen hundred and seventy-four, the dispositioh, 

exploitation, expImitation and development utiliza-

tion of all agricultural, tllnber and mineral lands 

of the public domain, waters, mineraIs, coal,petro-

leum and other mineral oils, all forces and sources 

of potential energy, and other natural resources of 

the Philippines, and the operation of public utilities, 

shall, if open to any person, be open to citizens of 

the United States and to aIl i'orms of business enter-

prif>as owned or controlled, directly or indirectly, 

by citizens of the United Stated in the same manner as 

to, and under the sarne conditions, imposed upon citizens 

of the Philippines or corporation or association owoed 

or controlled by citizens of the Philippines." 

(x) This ordinance is popularly known as the Parity 
Amendment. 
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EXCERPT APPENDIX VI 

AGREEMENT BETWEEN THE REPUBLIC OF THE PHILIPPINES AND 
THE UNIm STATES OF AMERICA CONCERlUNG TRADE AND RE­
LA.TED MATTERS DURING A TRlNSITIONAL PERIOD FOLLQWnm 
THE INSTITUTION OF PHILIPPINE DIDEPFNDENCE,SIGNED AT 

MAN IU ON JUIX 5, 1946, AS REVISED 

xxxxxxxxxxxxxxxxx 

ARTICIE VI 

1. The disposition,exploitation, development, and utilization 
of all agricultural, timber, and mineral lands of the public domain, 
waters, minerals, coal, petroleum and other mineral oils, ail forces 
and sources of potential energy, and other natura! resources of either 
Party, and the operation ot public utilit!es, shall, 1t open to any 
person be open to ci tizens of the other Party and to aU forms of busi­
ness enterprise owned or controlled" directly or indirectly, by citizens 
of such other Party in the same manner as to and under the same condi­
tions imposed upon citizens or corporations or associations owned or 
controUed by citizens of the Party granting the right. 

2. The rights provided for in Paragraph 1 may be exercised, in 
the case of citizens of the Philippines with respect to natural resources 
in the United States which are subject to Federal Control or regulations, 
only through the medium of a corporation organized under the laws of 
the United States or one of the states thereof and likewise, in the case 
of citizens of the United States with respect to natural resources in the 
public domain in the Philippines, only through the medium of a corpora­
tion organized under the hw of the Philippines and at least 60 per 
cent of the capital stock of which is owned or controlled by citizens of 
the United States. This provision~ however, does not affect the right 
of citizens of the United States to acquire or own private agricultural 
lands in the Philippines or citizens of the Philippines to acquire or own 
land in the U;1ited States which is subject to the jurisdiction of the 
Uni ted States and not wi thin the jurisdiction of any Sta te and which is 
not .wi th in the public domain. The Philippines reserves the right to 
dispose of its public lands in smaU quantities on especial~ favorable 
terme exclusively to actual settlers or other users who are its own ci­
tizens. The United States reserves the right to dispose of its public 
lands in small quantities on especially favorableterms ellclusively' to 
actual settlers or other users who are its own citizens or aliens who 
have declared their intention to become citizens. Each Party reserves 
the right to l1mit the extent to wh1xh aliens may engage in fishing or '. ~'R!--!~ .... 

engage in enterprises which furnish communication services and air or wa-
ter transport. The United States also reserve the right to limit the 
extent to which aliens may own land in its outlying territories and pos-



-2,6-

session, but the Philippines will extend to Americans who are residents 
of any of those outlying territories and possessions only the same 
rights, wi th respect to ownership of lands, which are granted therein 
to ci tizens of the Philippines. The rights provided for in this Para­
graph shall not, however, be exercised by either Party so as to darogate 
from the rights previous~ acquired by citizens or corporations or asso­
ciations owned or controlled by citizens of the other Pârt.y. 

3. The United States of America reserves the rights of the several 
States of the United States to limit the extent to which citizens or 
corporations or associations owned or controlled b.Y citizens of the 
Philippines may' engage in the activities specified in this Article. 
The Republic of the Philippines raserves the power to deny all1' ot the 
rights specified in this Article to citizens of the United States who 
Fe citizens of states, or to corporations or associations at least 
60% of whose capital stock or capital 18 owned or controlled by citizens 
of States, which deny like rights to citizens of the Philippines, or 
to corporations or associations which are owned or controlled by citizens 
of the Philippines. The exercise of this reservation on the part of the 
Philippines shall not affect previousl1' acquired rights, provided that 
in the event that any State of the United Stf,tes of America should in 
the future impose restrictions which would dany to citizans or corpora­
tions or associations owned or controlled by citizens of the Philippines 
the right to continue to engage in activities in which vere engaged therein ~t 1. 
at the time of the imposition of such restrictions, the Republic of the 
Philippines shall be free to appl1' like li.mita~ions to the citizens or 
corporations or associations owned or controlled by citizens of such 
States • 

. xxxxxxxxxxxxxxxxxxxxxx 

m WITNESS WHEREOF, the respective Plenipotentiaries have signed 
th18 Protocol and have affixed hereunto their seals. 

DONE in duplicate in the English language at Washington this 
sixth day of September, one thousand nine 'hundred and fifty-tive. 

For thePresident of the Republic ot 
the Philippines: 

(Sgd.) Carlos P. Romulo 
Special and Personal Envoy of 
the President of the Philippines. 

For the President of the United Stat'es 
of America: 

(Sgd.) James M. Langley 
Special Representative of the 
President of the United States 
of America. 
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ACT NO. 3996 - AN ACT 
TO AMEND ACT NUMBERED THIRTY-NINE HUNDRED AND NINE COOCERNlNG 
THE LlCENSlNG OF AIRMEN AND AIRCRAFT, INSPECTION OF THE SAME, 
AIR TRAFFIC RUIES, SCHEDUIES AND RATES OF AVIATION COMPANIES 

AND THE ENFORCEME;NT OF THE IA WS. 

BE IT ENACTED BY THE SENATE AND HOUSE OF REPRESENTATIVES OF THE 
PHILIPPINES IN IEGISIA TURE ASSEMBIED AND BY THE AUTHORITY OF THE SAME: 

Section 1. The first paragraph of Section One, Chapter One 
of Act Numbered Thirty-Nine Hundred and Nine, i.8 hereby amended to 
read as follows: 

"Sec. 1.. In thiB Act, "Air Commerce" means transportation in 
whole or in part by airerait of person or property for hire, naviga­
tion of airerait in the furtherance of business, or navigation of air­
erait from one place to another for operation in the eonduct of a bu­
siness." 

Section 2. Section Five, Six and Seven of Chapter Three of 
the same Act are hereby amended to read as follows: 

·Sec. 5. Airerait- Contruction, design, and airworthiness; 
United States licenses- the publie satety requiring and the advantages 
of uniform regulation making it desirable in the interest of aeronau­
tical progress that aircraft operating within the Philippine Islands 
should conformwith respect to design, construction, and airworthiness 
to the standard preseribed by the United States government with respeet 
to navigation of eivil airerait. Subject to i ta juriadiction, it shall 
be uhlawful for any person to navigate aircraft wi th in the Philippine 
Islands unlese such an airerait has an appropr1ate, effeetive lieense 
issued by the Department of Commerce and Communications, Provided, How­
ever, That this restriction shallnot app~ to military or licensed 
civil airerait of the United States or to airerait licenaed by a foreign 
country with which the United States or the Philippines bas a reeiprc­
cal or other agreement coverning the operation of such licensed air-
erait in the Philippines. Sueh aireratt shall be:..:flown on~ subject to the 
provision of such agreement. 1I 

Section 6. Qualification of Operators. - Federal license. The 
public safety requiring and the advantages of uniform regulation 
making it desirable in the interest of aeronautieal progress that a 
person engaged within the Philippinep Islands in navigating airerait 
in any forro of navigation, shall have the qualification necessary 
for obtaining and holding a pilotis license by the Department of Com~ 
merce and Communication, it shall be unlawful for any person to operate 
any aircraft in the Philippine Islands unless su ch person is the holder of an 
appropriate, effective pilotis license issued by the Department of Com-
merce and Communications, Provided, however, That, this restriction shall 
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not app1y to 1icensed pilot of the United States or ta foreign pilots' 
operating aircraft of foreign countries with which the United States 
or the P.hilippine Islands have reciproca1 or other agreement covering 
commercial pilot privileges in the Philippine Islands. And,Provided 
Further, That those pers ons holding temporary revocab1e transport 1i­
cense on December tirst nineteen hundred and thirty-two, May upon ap­
plication approved by the Governor General be granted renewa1 ot such 
1icense not ta exceed one hundred eighty days by the Secretar,y ot Co~ 
merce and Communications. 

Section 7. Possession and Display ot License. The pilotis 1i­
cense herein required shall be kept in the persona1 possession 
ot the licensee when he is operating aircraft within the Philippine 
Islands and must be presented tor inspection upon the demand ot any 
passenger, any peace otticer of the Philippine Islands or ~ offi­
cial manager or person in charge of any airport or landing tie1d in 
the Philippines which he shall land or any inspector or other authorized 
representative of the Department ot Oommerce and Communications. 

Section 3. Subsection (g) and'(i), (2b and 2c), Section Nine, 
Chapter Four of same Act, are hereby 3mended to reas as fo110ws: 

(g) Height over congested areas and other places. Exclusive of 
taking off from or 1anding on an estab1ished landing tie1d, airport, 
or on property designated tor that purpose by the owner and except 
as otherwise permitted by Section fourteen aircraft sha11 not be f10wn~ 

(1) Acrobatie flying. 

(2) No person shall acrobatically tly an aircraft -

"(b) Over any open air assemb1y of pers on 'or be10w 
four thousand feet in height over any established civil airway, or 
within one thousand feet horizontally thereot." 

"(e) Any acrobatie maneuvers pertormed over any other 
place shall be concluded at a height greatel' than one thousand tive 
hundred feet. lt 

Section 4. Subsection (d) and (e) of Section eleven, Chapter 
four, of the same Act, are hereby ~ended to reas as follows: 

"(d) Balloon Lights. A free balloon between sunset and 
sunrise, shall display one white light not less than twenty feet 
below the car, visible for at 1east two miles. A fixed balloon or 
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airship shall carry three lights - red .. white and red - in a verti­
cal line.. one over the other vis :lble at Je ast tour miles. The top 
red light shall be not less than twenty teet below the car and the 
light shall not be less than ,even nor more than ten t'eet apart. 

(e) light when stationary 

(2) Ba1100n and airship .. mooring cable between sunset 
and sunrise shall show group ot three red light at interval ot at 
least one hundred teet measured trom the basket.. the tirst light 
in the tirst group to be approximately twenty teet trom the lower 
red balloon light. The subject to which the balloons is moored on 
the ground shall have a similar group ot 11ght to make its poéition. 

Section 5. Subsection (a)(2) and (e) ot Section Thirteen .. Chap­
ter Four .. ot the same Act .. are hereby amended to read as tollows: 

(a) Distress. - The tollowing signal .. separately or tegether, 
shall where practicable .. be used of distress -

(2) The International Code flag signal of distress NC. 

(c) Fog Signal. - in tog .. mist or heavy weather .. an air­
erait on the water in navigation lane when its engine arà not run­
ning .. shall signaI its presence bya sound device, emitting a sig­
nal for about tive seconds in two-minute interval. ii 

Section 6. Sections tifteen and siAt6en, Chapter Five ot the 
same Act are hereby amended to r ead as tOlluilS: 

ftSec• 15. - Pers on or pers ons engaged in air commerce shall 
submit for approval to the Public Service Commission or tts authorized 
representatives uniform charges and rate applied to merchandize and pas­
sengers per kilometer or over specitied distance between g iven ~ir­
port. The Public Service Commission shall administer the provisions 
of this Section and for such purpose is authorized to make such regula­
tion as May be necessary to insure regularity and reliability ot air 
commerce. 

ftSec• 16. Except when otherwise specified, the Secretary 
of Commerce and Communication shall administer the provisions of this 
Act and for such purpose.. is 3uthorized to make such regulatioDs as 
may be necessary to execute the tunctions vested in him by the Act 
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inc1uding air tratfic rules 1 vhich regulation shall conform to and 
coincide vith as far as possible to the provisions of the Air Com­
merce Act of 1926 and amendrnents thereto passed by Congress ot the 
United States and air commerce regulations and air trattic rules is­
sued from time w time pursuant thereto. 

Section 7. This Act shall take effect upon its approval. 

APPROVED: December 5, 1932. 
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