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Cite this Code: CFR

To cite the regulations in
this volume use title,
part and section num-
ber. Thus, 14 CFR
200.1 refers to title 14,
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Explanation

The Code of Federal Regulations is a codification of the general and permanent
rules published in the Federal Register by the Executive departments and agen-
cies of the Federal Government. The Code is divided into 50 titles which represent
broad areas subject to Federal regulation. Each title is divided into chapters
which usually bear the name of the issuing agency. Each chapter is further sub-
divided into parts covering specific regulatory areas.

Each volume of the Code is revised at least once each calendar year and issued
on a quarterly basis approximately as follows:

Title 1 through Title 16.......cooiiiiii e as of January 1
Title 17 through Title 27 ..., as of April 1
Title 28 through Title 41 ... as of July 1
Title 42 through Title 50....c.oeiii e as of October 1

The appropriate revision date is printed on the cover of each volume.
LEGAL STATUS

The contents of the Federal Register are required to be judicially noticed (44
U.S.C. 1507). The Code of Federal Regulations is prima facie evidence of the text
of the original documents (44 U.S.C. 1510).

HOW TO USE THE CODE OF FEDERAL REGULATIONS

The Code of Federal Regulations is kept up to date by the individual issues
of the Federal Register. These two publications must be used together to deter-
mine the latest version of any given rule.

To determine whether a Code volume has been amended since its revision date
(in this case, January 1, 1998), consult the ‘““List of CFR Sections Affected (LSA),”
which is issued monthly, and the ‘‘Cumulative List of Parts Affected,”” which
appears in the Reader Aids section of the daily Federal Register. These two lists
will identify the Federal Register page number of the latest amendment of any
given rule.

EFFECTIVE AND EXPIRATION DATES

Each volume of the Code contains amendments published in the Federal Reg-
ister since the last revision of that volume of the Code. Source citations for
the regulations are referred to by volume number and page number of the Federal
Register and date of publication. Publication dates and effective dates are usu-
ally not the same and care must be exercised by the user in determining the
actual effective date. In instances where the effective date is beyond the cut-
off date for the Code a note has been inserted to reflect the future effective
date. In those instances where a regulation published in the Federal Register
states a date certain for expiration, an appropriate note will be inserted following
the text.

OMB CONTROL NUMBERS
The Paperwork Reduction Act of 1980 (Pub. L. 96-511) requires Federal agencies
to display an OMB control number with their information collection request.
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Many agencies have begun publishing numerous OMB control numbers as amend-
ments to existing regulations in the CFR. These OMB numbers are placed as
close as possible to the applicable recordkeeping or reporting requirements.

OBSOLETE PROVISIONS

Provisions that become obsolete before the revision date stated on the cover
of each volume are not carried. Code users may find the text of provisions in
effect on a given date in the past by using the appropriate numerical list of
sections affected. For the period before January 1, 1986, consult either the List
of CFR Sections Affected, 1949-1963, 1964-1972, or 1973-1985, published in seven sep-
arate volumes. For the period beginning January 1, 1986, a ‘‘List of CFR Sections
Affected” is published at the end of each CFR volume.

CFR INDEXES AND TABULAR GUIDES

A subject index to the Code of Federal Regulations is contained in a separate
volume, revised annually as of January 1, entitled CFR INDEX AND FINDING AIDS.
This volume contains the Parallel Table of Statutory Authorities and Agency
Rules (Table 1), and Acts Requiring Publication in the Federal Register (Table
I1). A list of CFR titles, chapters, and parts and an alphabetical list of agencies
publishing in the CFR are also included in this volume.

An index to the text of ““Title 3—The President’ is carried within that volume.

The Federal Register Index is issued monthly in cumulative form. This index
is based on a consolidation of the “Contents’ entries in the daily Federal Reg-
ister.

A List of CFR Sections Affected (LSA) is published monthly, keyed to the
revision dates of the 50 CFR titles.

REPUBLICATION OF MATERIAL

There are no restrictions on the republication of material appearing in the
Code of Federal Regulations.

INQUIRIES

For a legal interpretation or explanation of any regulation in this volume,
contact the issuing agency. The issuing agency’s name appears at the top of
odd-numbered pages.

For inquiries concerning CFR reference assistance, call 202-523-5227 or write
to the Director, Office of the Federal Register, National Archives and Records
Administration, Washington, DC 20408 or e-mail info@fedreg.nara.gov.

SALES

The Government Printing Office (GPO) processes all sales and distribution of
the CFR. For payment by credit card, call 202-512-1800, M-F 8 a.m. to 4 p.m.
e.s.t. or fax your order to 202-512-2233, 24 hours a day. For payment by check,
write to the Superintendent of Documents, Attn: New Orders, P.O. Box 371954,
Pittsburgh, PA 15250-7954. For GPO Customer Service call 202-512-1803.

ELECTRONIC SERVICES

The texts of the Code of Federal Regulations, The United States Government
Manual, the Federal Register, Public Laws, Weekly Compilation of Presidential
Documents and the 1995 Privacy Act Compilation are available in electronic for-
mat at www.access.gpo.gov/nara/index.html. For more information, contact Elec-
tronic Information Dissemination Services, U.S. Government Printing Office.
Phone 202-512-1530, or 888-293-6498 (toll-free). E-mail, gpoaccess@gpo.gov.
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The Office of the Federal Register maintains a free electronic bulletin board
service, FREND (Federal Register Electronic News Delivery), for public law num-
bers, Federal Register finding aids, and related information. To access by modem:
phone, 202-275-0920.

In addition, the Federal Register’s public inspection list and table of contents
are also available on the National Archives and Records Administration’s Fax-
on-Demand system. Phone, 301-713-6905.

RAYMOND A. MOSLEY,
Director,

Office of the Federal Register.
January 1, 1998.






THIS TITLE

Title 14—AERONAUTICS AND SPACE is composed of five volumes. The parts in
these volumes are arranged in the following order: parts 1-59, 60-139, 140-199, 200-
1199, and part 1200-End. The first three volumes containing parts 1-199 are com-
prised of chapter |I—Federal Aviation Administration, Department of Transpor-
tation (DOT). The fourth volume containing parts 200-1199 is comprised of chapter
11—Office of the Secretary, DOT (Aviation Proceedings) and chapter I11—Com-
mercial Space Transportation, Federal Aviation Administration, DOT. The fifth
volume containing part 1200-End is comprised of chapter V—National Aero-
nautics and Space Administration. The contents of these volumes represent all
current regulations codified under this title of the CFR as of January 1, 1998.

Redesignation tables appear in the Finding Aids section of the volume contain-
ing parts 60-139.

For this volume, Gregory R. Walton was Chief Editor. The Code of Federal
Regulations publication program is under the direction of Frances D. McDonald,
assisted by Alomha S. Morris.
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SUBCHAPTER A—ECONOMIC REGULATIONS

PART 200—DEFINITIONS AND
INSTRUCTIONS

Sec.
200.1 Terms and definitions.
200.2 Instructions.

AUTHORITY: 49 U.S.C. Chapters 401, 411, 413,
415, 417, 461.

§200.1 Terms and definitions.

Unless otherwise specifically stated,
words and phrases other than those
listed in this section have the meaning
defined in the Statute.

(a) Board or CAB means the Civil
Aeronautics Board.

(b) Department or DOT means the De-
partment of Transportation.

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

(d) Section refers to a section of the
Statute or a section of the regulations
in this chapter, as indicated by the
context. The terms this section, pursu-
ant to this section, in accordance with the
provisions of this section, and words of
similar import when used in this chap-
ter refer to the section of this sub-
chapter in which such terms appear.

(e) Rule, regulation, and order refer to
the rules, regulations, and orders pre-
scribed by the Board or the Depart-
ment pursuant to the Statute.

(f) Statute when used in this chapter
means Subtitle VII of Title 49 of the
United States Code (Transportation).

(9) FAA means the Federal Aviation
Administration, U.S. Department of
Transportation.

(h) BTS means the Bureau of Trans-
portation Statistics, U.S. Department
of Transportation.

[Doc. No. 47939, 57 FR 40100, Sept. 2, 1992, as
amended by Amdt. No. OST-95-397, 60 FR
43523, Aug. 22, 1995; 60 FR 66722, Dec. 26, 1995]

§200.2 Instructions.

The regulations of the Department
may be cited by section numbers. For
example, this regulation may be cited
as ‘‘§200.2 of the Aviation Economic
Regulations.” The sections contained
in the Rules of Practice may also be
cited by appropriate rule numbers. (See
§302.2 of this chapter.) For example, 14

CFR 302.10 may be cited as ‘‘rule 10 of
the Rules of Practice.”

[Doc. No. 47939, 57 FR 40100, Sept. 2, 1992]

PART 201—AIR CARRIER AUTHOR-
ITY UNDER SUBTITLE VII OF TITLE
49 OF THE UNITED STATES
CODE—[AMENDED]

Subpart A—Application Procedures

Sec.
201.1
201.2

Formal requirements.

Amendments.

201.3 Incorporation by reference.

201.4 General provisions concerning con-
tents.

201.5 Advertising and sales by applicants.

Subpart B—Certificate Terms, Conditions,
and Limitations

201.6 Applicability.
201.7 General certificate conditions.

AUTHORITY: 5 U.S.C. 1008; 49 U.S.C. Chap-
ters 401, 411, 413, 415, 417.

SouRrce: Docket No. 47582, 57 FR 38765, Aug.
27, 1992, unless otherwise noted.

Subpart A—Application
Procedures

§201.1 Formal requirements.

(a) Applications for certificates of
public convenience and necessity under
section 41102 of the Statute and for
interstate all-cargo air transportation
certificates under section 41103 of the
Statute shall meet the requirements
set forth in part 302 of this chapter as
to general requirements, execution,
number of copies, service, and formal
specifications of papers.

(b) Any person desiring to provide air
transportation as a commuter air car-
rier must comply with the registration
provisions of part 298 of this chapter
and submit data to support a fitness
determination in accordance with part
204 of this chapter. An executed origi-
nal plus two (2) true copies of the reg-
istration form and fitness data shall be



§201.2

filed with the Chief, Air Carrier Fitness
Division.

(Approved by the Office of Management and
Budget under control number 2106-0023)

[Docket No. 47582, 57 FR 38765, Aug. 27, 1992,
as amended at 60 FR 43523, Aug. 22, 1995]

§201.2 Amendments.

If, after receipt of any application,
the Department asks the applicant to
supply additional information, such in-
formation shall be furnished in the
form of a supplement to the original
application.

§201.3

Incorporation by reference shall be
avoided. However, where two or more
applications are filed by a single car-
rier, lengthy exhibits or other docu-
ments attached to one may be incor-
porated in the others by reference if
that procedure will substantially re-
duce the cost to the applicant.

Incorporation by reference.

§201.4 General provisions concerning
contents.

(a) All pages of an application shall
be consecutively numbered, and the ap-
plication shall clearly describe and
identify each exhibit by a separate
number or symbol. All exhibits shall be
deemed to constitute a part of the ap-
plication to which they are attached.

(b) All amendments to applications
shall be consecutively numbered and
shall comply with the requirements of
this part.

(c) Requests for authority to engage
in interstate air transportation shall
not be included in the same application
with requests for authority to engage
in foreign air transportation. Simi-
larly, requests for authority to engage
in scheduled air transportation under
section 41102 of the Statute shall not be
included in the same application with
requests for authority to engage in
charter air transportation under sec-
tion 41102 of the Statute or with re-
quests for authority to engage in inter-
state all-cargo air transportation
under section 41103 of the Statute.

(d) Each application shall specify the
type or types of service (passengers,
property or mail) to be rendered and
whether such services are to be ren-

14 CFR Ch. Il (1-1-98 Edition)

dered on scheduled or charter oper-
ations.

(e) Each application for foreign
scheduled air transportation shall in-
clude an adequate identification of
each route for which a certificate is de-
sired, including the terminal and inter-
mediate points to be included in the
certificate for which application is
made.

(f) Each application shall give full
and adequate information with respect
to each of the relevant filing require-
ments set forth in part 204 of this chap-
ter. In addition, the application may
contain such other information and
data as the applicant shall deem nec-
essary or appropriate in order to ac-
quaint the Department fully with the
particular circumstances of its case;
however, the statements contained in
an application shall be restricted to
significant and relevant facts.

(Approved by the Office of Management and
Budget under control number 2106-0023)

[Docket No. 47582, 57 FR 38765, Aug. 27, 1992,
as amended at 60 FR 43523, Aug. 22, 1995]

§201.5 Advertising and sales by appli-
cants.

(a) An applicant for new or amended
certificate or commuter air carrier au-
thority shall not:

(1) Advertise, list schedules, or ac-
cept reservations for the air transpor-
tation covered by its application until
the application has been approved by
the Department; or

(2) Accept payment or issue tickets
for the air transportation covered by
its application until the authority or
amended authority has become effec-
tive or the Department issues a notice
authorizing sales.

(b) An applicant for new or amended
certificate or commuter air carrier au-
thority may not advertise or publish
schedule listings for the air transpor-
tation covered by its application after
the application has been approved by
the Department (but before all author-
ity issued by DOT, including the FAA,
becomes effective) unless such adver-
tising or schedule listings prominently
state: ““This service is subject to re-
ceipt of government operating author-

ity.”
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Subpart B—Certificate Terms,
Conditions, and Limitations

§201.6 Applicability.

Unless the certificate or the order
authorizing its issuance shall other-
wise provide, such terms, conditions
and limitations as are set forth in this
part, and as may from time to time be
prescribed by the Department, shall
apply to the exercise of the privileges
granted by each certificate issued
under section 41102 or section 41103 of
the Statute.

[Docket No. 47582, 57 FR 38765, Aug. 27, 1992,
as amended at 60 FR 43523, Aug. 22, 1995]

§201.7 General certificate conditions.

(a) It shall be a condition upon the
holding of a certificate that any inten-
tional failure by the holder to comply
with any provision of Statute or any
order, rule, or regulation issued there-
under or any term, condition, or limi-
tation of such certificate shall be a
failure to comply with the terms, con-
ditions, and limitations of the certifi-
cate within the meaning of section
41110 of the Statute even though the
failure to comply occurred outside the
territorial limits of the United States,
except to the extent that such failure
shall be necessitated by an obligation,
duty, or liability imposed by a foreign
country.

(b) Failure to file the reports re-
quired by part 241, 291, or 298 of this
chapter shall be sufficient grounds to
revoke a certificate.

(c) The authority to transport U.S.
mail under a certificate is permissive,
unless the Department, by order or
rule, directs a carrier or class of car-
riers to transport mail on demand of
the U.S. Postal Service; such certifi-
cate confers no right to receive sub-
sidy, for the carriage of mail or other-
wise.

(d) An all-cargo air transportation
certificate shall confer no right to
carry passengers, other than cargo at-
tendants accompanying a shipment, or
to engage in any air transportation
outside the geographical scope of inter-
state cargo transportation. Such cer-
tificate shall not, however, restrict the
right of the holder to provide sched-
uled, charter, contract, or other trans-

§203.2

portation of cargo, by air, within that
geographical scope.

(e) It shall be a condition upon the
holding of a certificate that the holder
have and maintain in effect and on file
with the Department a signed counter-
part of Agreement 18900 (OST Form
4523), and a tariff (for those carriers
otherwise generally required to file
tariffs) that includes its terms, and
that the holder comply with all other
requirements of part 203. OST Form
4523 may be obtained from the Office of
Aviation Analysis, Special Authorities
Division.

[Docket No. 47582, 57 FR 38765, Aug. 27, 1992,
as amended at 60 FR 43523, Aug. 22, 1995]

PART 203—WAIVER OF WARSAW
CONVENTION  LIABILITY  LIMITS
AND DEFENSES

Sec.

203.1 Scope.

203.2 Applicability.

203.3 Filing requirements for adherence to
Montreal Agreement.

203.4 Montreal Agreement as part of airline-
passenger contract and conditions of car-
riage.

203.5 Compliance as condition on operations
in air transportation.

AUTHORITY: 49 U.S.C. Chapters 401, 411, 413,
415, 417.

SOURCE: ER-1324, 48 FR 8044, Feb. 25, 1983,
unless otherwise noted.

§203.1 Scope.

This part requires that certain U.S.
and foreign direct air carriers waive
the passenger liability limits and cer-
tain carrier defenses in the Warsaw
Convention in accordance with the pro-
visions of Agreement 18900, dated May
13, 1966, and provides that acceptance
of authority for, or operations by the
carrier in, air transportation shall be
considered to act as such a waiver by
that carrier.

[ER-1324, 48 FR 8044, Feb. 25, 1983, as amend-
ed by Docket No. 47939, 57 FR 40100, Sept. 2,
1992]

§203.2 Applicability.

This part applies to all direct U.S.
and foreign direct air carriers, except
for air taxi operators as defined in part



§203.3

298 of this chapter that (a) are not com-
muter air carriers, (b) do not partici-
pate in interline agreements, and (c) do
not engage in foreign air transpor-
tation.

§203.3 Filing requirements for adher-
ence to Montreal Agreement.

All direct U.S. and foreign air car-
riers shall have and maintain in effect
and on file in the Department’s Docu-
mentary Services Division (Docket
17325) on OST Form 4523 a signed coun-
terpart to Agreement 18900, an agree-
ment relating to liability limitations
of the Warsaw Convention and Hague
Protocol approved by CAB Order E-
23680, dated May 13, 1966 (the Montreal
Agreement), and a signed counterpart
of any amendment or amendments to
such Agreement that may be approved
by the Department and to which the
air carrier or foreign air carrier be-
comes a party. U.S. air taxi operators
registering under part 298 of this chap-
ter and Canadian charter air taxi oper-
ators registering under part 294 of this
chapter may comply with this require-
ment by filing completed OST Forms
4507 and 4523, respectively, with the De-
partment’s Office of Aviation Analysis.
Copies of these forms can be obtained
from the Office of Aviation Analysis,
Special Authorities Division.

[Docket No. 47939, 57 FR 40100, Sept. 2, 1992,
as amended at 60 FR 43523, Aug. 22, 1995]

§203.4 Montreal Agreement as part of
airline-passenger contract and con-
ditions of carriage.

(@) As required by the Montreal
Agreement, carriers that are otherwise
generally required to file tariffs shall
file with the Department’s Tariffs Divi-
sion a tariff that includes the provi-
sions of the counterpart to Agreement
18900.

(b) As further required by that Agree-
ment, each participating carrier shall
include the Agreement’s terms as part
of its conditions of carriage. The par-
ticipating carrier shall give each of its
passengers the notice required by the
Montreal Agreement as provided in
§221.175 of this chapter.

(c) Participation in the Montreal
Agreement, whether by signing the
Agreement, filing a signed counterpart
to it under §203.3, or by operation of

10
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law under §203.5, shall constitute a spe-
cial agreement between the carrier and
its passengers as a condition of car-
riage that a liability limit of not less
than $75,000 (U.S.) shall apply under Ar-
ticle 22(1) of the Warsaw Convention
for passenger injury and death. Such
participation also constitutes a waiver
of the defense under Article 20(1) of the
Convention that the carrier was not
negligent.

(The reporting provisions contained in para-
graph (a) were approved by the Office of
Management and Budget under control num-
ber 3024-0064.)

[ER-1324, 48 FR 8044, Feb. 25, 1983, as amend-
ed by ER-1338, 48 FR 31013, July 6, 1983; Dock-
et No. 47939, 57 FR 40100, Sept. 2, 1992]

§203.5 Compliance as condition on op-
erations in air transportation.

It shall be a condition on the author-
ity of all direct U.S. and foreign car-
riers to operate in air transportation
that they have and maintain in effect
and on file with the Department a
signed counterpart of Agreement 18900,
and a tariff (for those carriers other-
wise generally required to file tariffs)
that includes its provisions, as required
by this subpart. Notwithstanding any
failure to file that counterpart and
such tariff, any such air carrier or for-
eign air carrier issued license author-
ity (including exemptions) by the De-
partment or operating in air transpor-
tation shall be deemed to have agreed
to the provisions of Agreement 18900 as
fully as if that air carrier or foreign air
carrier had in fact filed a properly exe-
cuted counterpart to that Agreement
and tariff.

[ER-1324, 48 FR 8044, Feb. 25, 1983, as amend-
ed by Docket No. 47939, 57 FR 40100, Sept. 2,
1992]

PART 204—DATA TO SUPPORT
FITNESS DETERMINATIONS

Subpart A—General Provisions

Sec.
204.1
204.2

Purpose.
Definitions.

Subpart B—Filing Requirements

204.3 Applicants for new certificate or com-
muter air carrier authority.



Office of the Secretary, DOT

204.4 Carriers proposing to provide essential
air service.

204.5 Certificated and commuter air carriers
undergoing or proposing to undergo sub-
stantial change in operations, ownership,
or management.

204.6 Certificated and commuter air carriers
proposing a change in operations, owner-
ship, or management which is not sub-
stantial.

204.7 Revocation for dormancy.

AUTHORITY: 49 U.S.C. Chapters 401, 411, 417.

SouRce: Docket No. 47582, 57 FR 38766, Aug.
27, 1992, unless otherwise noted.

Subpart A—General Provisions

§204.1 Purpose.

This part sets forth the fitness data
that must be submitted by applicants
for certificate authority, by applicants
for authority to provide service as a
commuter air carrier to an eligible
place, by carriers proposing to provide
essential air transportation, and by
certificated air carriers and commuter
air carriers proposing a substantial
change in operations, ownership, or
management. This part also contains
the procedures and filing requirements
applicable to carriers that hold dor-
mant authority.

[Docket No. 47582, 57 FR 38766, Aug. 27, 1992,
as amended at 60 FR 43523, Aug. 22, 1995]

§204.2 Definitions.

As used in this part:

(a) All-cargo air carrier or section 41103
carrier means an air carrier holding an
all-cargo air transportation certificate
issued under section 41103 of the Stat-
ute authorizing the transportation by
aircraft in interstate air transpor-
tation of only property or only mail, or
both.

(b) Certificate authority means author-
ity to provide air transportation grant-
ed by the Department of Transpor-
tation or Civil Aeronautics Board in
the form of a certificate of public con-
venience and necessity under section
41102 of the Statute or an all-cargo air
transportation certificate to perform
all-cargo air transportation under sec-
tion 41103 of the Statute. Certificated
carriers are those that hold certificate
authority.

(c) Citizen of the United States means:
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(1) An individual who is a citizen of
the United States;

(2) A partnership each of whose part-
ners is an individual who is a citizen of
the United States; or

(3) A corporation or association orga-
nized under the laws of the United
States or a State, the District of Co-
lumbia, or a territory or possession of
the United States, of which the presi-
dent and at least two-thirds of the
board of directors and other managing
officers are citizens of the United
States, and in which at least 75 percent
of the voting interest is owned or con-
trolled by persons that are citizens of
the United States.

(d) Commuter air carrier means an air
carrier holding or seeking authority
under part 298 of this Chapter that car-
ries passengers on at least five round
trips per week on at least one route be-
tween two or more points according to
its published flight schedules that
specify the times, days of the week,
and places between which those flights
are performed.

(e) Eligible place means a place in the
United States that—

(1) Was an eligible point under sec-
tion 419 of the Federal Aviation Act of
1958 as in effect before October 1, 1988;

(2) Received scheduled air transpor-
tation at any time between January 1,
1990, and November 4, 1990; and

(3) Is not listed in Department of
Transportation Orders 89-9-37 and 89—
12-52 as a place ineligible for com-
pensation under Subchapter Il of Chap-
ter 417 of the Statute.

(f) Essential air service is that air
transportation which the Department
has found to be essential under Sub-
chapter Il of Chapter 417 of the Stat-
ute.

(g9) Fit means fit, willing, and able to
perform the air transportation in ques-
tion properly and to conform to the
provisions of the Statute and the rules,
regulations and requirements issued
under the Statute.

(h) Interstate air transportation means
the transportation of passengers or
property by aircraft as a common car-
rier for compensation, or the transpor-
tation of mail by aircraft—

(1) Between a place in—

(i) A State, territory, or possession of
the United States and a place in the
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District of Columbia or another State,
territory, or possession of the United
States;

(if) Hawaii and another place in Ha-
waii through the airspace over a place
outside Hawaiti;

(iii) The District of Columbia and an-
other place in the District of Columbia;
or

(iv) A territory or possession of the
United States and another place in the
same territory or possession; and

(2) When any part of the transpor-
tation is by aircraft.

(i) Key personnel include the direc-
tors, president, chief executive officer,
chief operating officer, all vice presi-
dents, the directors or supervisors of
operations, maintenance, and finance,
and the chief pilot of the applicant or
air carrier, as well as any part-time or
full-time advisors or consultants to the
management of the applicant or air
carrier.

() Normalized operations are those
which are relatively free of start-up
costs and temporary barriers to full-
scale operations posed by the carrier’s
limited experience.

(k) Relevant corporations are the ap-
plicant or air carrier, any subsidiary
thereof, any predecessor thereof (i.e.,
any air carrier in which any directors,
principal officers or persons having a
substantial interest have or once had a
substantial interest), and any company
(including a sole proprietorship or
partnership) which has a significant fi-
nancial or managerial influence on the
applicant or air carrier. The latter in-
cludes:

(1) Any company (including a sole
proprietorship or partnership) holding
more than 50 percent of the outstand-
ing voting stock of the applicant or air
carrier; and

(2) Any company (including a sole
proprietorship or partnership) holding
between 20 percent and 50 percent of
the outstanding voting stock of the ap-
plicant or air carrier as indicated, for
example, by 25 percent representation
on the board of directors, participation
in policy-making processes, substantial
inter-company transactions, or mana-
gerial personnel with common respon-
sibilities in both companies.
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(I) Substantial change in operations,
ownership, or management includes, but
is not limited to, the following events:

(1) Changes in operations from char-
ter to scheduled service, cargo to pas-
senger service, short-haul to long-haul
service, or (for a certificated air car-
rier) small-aircraft to large-aircraft op-
erations;

(2) The filing of a petition for reorga-
nization or a plan of reorganization
under Chapter 11 of the federal bank-
ruptcy laws;

(3) The acquisition by a new share-
holder or the accumulation by an exist-
ing shareholder of beneficial control of
10 percent or more of the outstanding
voting stock in the corporation; and

(4) A change in the president, chief
executive officer or chief operating of-
ficer, and/or a change in at least half of
the other key personnel within any 12-
month period or since its latest fitness
review, whichever is the more recent
period.

(m) Substantial interest means bene-
ficial control of 10 percent or more of
the outstanding voting stock.

[Docket No. 47582, 57 FR 38766, Aug. 27, 1992,
as amended at 60 FR 43523, Aug. 22, 1995]

Subpart B—Filing Requirements

§204.3 Applicants for new certificate
or commuter air carrier authority.

An applicant for a type of certificate
authority it does not currently hold or
for commuter air carrier authority
shall file the data set forth in para-
graphs (a) through (v) of this section.
In addition, the Department may re-
quire an applicant to provide addi-
tional data if necessary to reach an in-
formed judgment about its fitness. If
the applicant has previously formally
filed any of the required data with the
Department or with another Federal
agency and they are available to the
Department, and those data continue
to reflect the current state of the car-
rier’s fitness, the applicant may in-
stead identify the data and provide a
citation for the date(s) and place(s) of
filing. Prior to filing any data, the ap-
plicant may contact the Air Carrier
Fitness Division to ascertain what data
required by this section are already
available to the Department and need
not be included in the filing.
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NoTE: If the applicant intends to use as
evidence data it has previously filed pursu-
ant to part 241 reporting requirements and
those data contain errors, the applicant
must first file corrected reports in accord-
ance with §241.22(g).

(a) The name, address, and telephone
number of the applicant.

(b) The form of the applicant’s orga-
nization.

(c) The State law(s) under which the
applicant is organized.

(d) If the applicant is a corporation, a
statement provided by the Office of the
Secretary of State, or other agent of
the State in which the applicant is in-
corporated, certifying that the appli-
cant corporation is in good standing.

(e) A sworn affidavit stating that the
applicant is a citizen of the United
States.

(f) The identity of the key personnel
who would be employed by the appli-
cant, including:

(1) Their names and addresses;

(2) The experience, expertise, and re-
sponsibilities of each;

(3) The number of shares of the appli-
cant’s voting stock held by each and
the percentage of the total number of
such shares issued and outstanding,
and the citizenship and principal busi-
ness of any person for whose account, if
other than the holder, such interest is
held;

(4) The citizenship of each; and

(5) A description of the officerships,
directorships, shares of stock (if 10 per-
cent or more of total voting stock out-
standing), and other interests each
holds or has held in any air carrier, for-
eign air carrier, common carrier, per-
son substantially engaged in the busi-
ness of aeronautics or persons whose
principal business (in purpose or fact)
is the holding of stock in or control of
any air carrier, common carrier or per-
son substantially engaged in the busi-
ness of aeronautics.

(g9) A list of all persons having a sub-
stantial interest in the applicant. Such
list shall include:

(1) Each person’s name, address and
citizenship;

(2) The number of shares of the appli-
cant’s voting stock held by each such
person and the corresponding percent-
age of the total number of such shares
issued and outstanding, and the citi-
zenship and principal business of any
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person for whose account, if other than
the holder, such interest is held;

(3) If any two or more persons hold-
ing a substantial interest in the appli-
cant are related by blood or marriage,
such relationship(s) shall be included
in the list; and

(4) If any person or subsidiary of a
person having a substantial interest in
the applicant is or has ever been

(i) An air carrier, a foreign air car-
rier, a common carrier, or

(ii) Substantially engaged
business of aeronautics, or

(iii) An officer or director of any such
entity, or

(iv) A holder of 10 percent or more of
total outstanding voting stock of any
such entity, the list shall describe such
relationship(s).

(h) A list of the applicant’s subsidi-
aries, if any, including a description of
each subsidiary’s principal business
and relationship to the applicant.

(i) A list of the applicant’s shares of
stock in, or control of, any air carrier,
foreign air carrier, common carrier, or
person substantially engaged in the
business of aeronautics.

() To the extent any relevant cor-
poration has been engaged in any busi-
ness prior to the filing of the applica-
tion, each applicant shall provide:

(1) Copies of the 10K Annual Reports
filed in the past 3 years by any rel-
evant corporation required to file such
reports with the Securities and Ex-
change Commission, and

(2) Copies of recently filed 10Q Quar-
terly Reports, as necessary, in order to
show the financial condition and re-
sults of operations of the enterprise
current to within 3 months of the date
of the filing of the application.

(k) If 10K Reports are not filed with
the Securities and Exchange Commis-
sion, the following, for the 3 most re-
cent calendar or fiscal years, reflecting
the financial condition and results of
operations of the enterprise current to
within 3 months of the date of the fil-
ing of the application:

(1) The Balance Sheet of each rel-
evant corporation;

(2) The Income Statement of each
relevant corporation;

(3) All footnotes applicable to the fi-
nancial statements, including:

in the
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(i) A statement as to whether the
documents were prepared in accord-
ance with Generally Accepted Account-
ing Principles, and

(ii) A description of the significant
accounting policies of each relevant
corporation, such as for depreciation,
amortization of intangibles, overhauls,
unearned revenues, and cost capitaliza-
tion;

(4) A statement of significant events
occurring subsequent to the most re-
cent Balance Sheet date for each rel-
evant corporation; and

(5) A statement identifying the per-
son who has prepared the financial
statements, his or her accounting
qualifications, and any affiliation he or
she has with the applicant.

() A list of all actions and outstand-
ing judgments for more than $5,000
against any relevant corporation, key
personnel employed (or to be em-
ployed) by any relevant corporation, or
person having a substantial interest in
any relevant corporation, including the
amount of each judgment, the party to
whom it is payable, and how long it has
been outstanding.

(m) The number of actions and out-
standing judgments of less than $5,000
against each relevant corporation, key
personnel employed (or to be em-
ployed) by any relevant corporation, or
person having a substantial interest in
any relevant corporation, and the total
amount owed by each on such judg-
ments.

(n) A description of the applicant’s
fleet of aircraft, including:

(1) The number of each type of air-
craft owned, leased and to be purchased
or leased;

(2) Applicant’s plans, including fi-
nancing plans, for the purchase or lease
of additional aircraft; and

(3) A sworn affidavit stating that
each aircraft owned or leased has been
certified by the FAA and currently
complies with all FAA safety stand-
ards.

(0) A description of the current sta-
tus of all pending investigations, en-
forcement actions, and formal com-
plaints filed by the Department, in-
cluding the FAA, involving the appli-
cant or any relevant corporation, any
personnel employed (or to be em-
ployed) by any relevant corporation or
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person having a substantial interest in
any relevant corporation, regarding
compliance with the Statute or orders,
rules, regulations, or requirements
issued pursuant to the Statute, and
any corrective actions taken. (If an ap-
plicant has a compliance history that
warrants it, additional information
may be required.)

(p) A description of all charges of un-
fair or deceptive or anticompetitive
business practices, or of fraud, felony
or antitrust violation, brought against
any relevant corporation or person
having a substantial interest in any
relevant corporation, or member of the
key personnel employed (or to be em-
ployed) by any relevant corporation in
the past 10 years. Such descriptions
shall include the disposition or current
status of each such proceeding.

(g) A description of any aircraft acci-
dents or incidents (as defined in the
National Transportation Safety Board
Regulations, 49 CFR 830.2) experienced
by the applicant, its personnel, or any
relevant corporation, which occurred
either during the year preceding the
date of application or at any time in
the past and which remain under inves-
tigation by the FAA, the NTSB, or by
the company itself, including:

(1) The date of the occurrence;

(2) The type of flight;

(3) The number of passengers and
crew on board and an enumeration of
any injuries or fatalities;

(4) A description of any damage to
the aircraft;

(5) The FAA and NTSB file numbers
and the status of the investigations, in-
cluding any enforcement actions initi-
ated against the carrier or any of its
personnel; and

(6) Positive actions taken to prevent
recurrence. (If an applicant’s history of
accidents or incidents warrants it, ad-
ditional information may be required.)

(r) A brief narrative history of the
applicant.

(s) A description of all Federal, State
and foreign authority under which the
applicant has conducted or is conduct-
ing transportation operations, and the
identify of the local FAA office and
personnel responsible for processing an
application for any additional FAA au-
thority needed to conduct the proposed
operations.
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(t) A description of the service to be
operated if the application is granted,
including:

(1) A forecast Balance Sheet for the
first normal year ending after the ini-
tially proposed operations have been
incorporated, along with the assump-
tions underlying the accounts and
amounts shown; and

(2) A forecast Income Statement, bro-
ken down by quarters, for the first year
ending after the initially proposed op-
erations are normalized, and an
itemization of all pre-operating and
start-up costs associated with the initi-
ation of the proposed service. Such In-
come Statement shall include esti-
mated revenue block hours (or airborne
hours, for charter operators) and reve-
nue miles by type of aircraft, number
of passengers and number of tons of
mail and cargo to be carried, transport
revenues and an estimate of the traffic
which would be generated in each mar-
ket receiving the proposed service.
Such statements shall also include a
statement as to whether the state-
ments were prepared on the accrual or
cash basis, an explanation of how the
estimated costs and revenues were de-
veloped, a description of the manner in
which costs and revenues are allocated,
how the underlying traffic forecasts
were made, and what load factor has
been assumed for the average and peak
month. Pre-operating and start-up
costs should include, but are not lim-
ited to, the following: Obtaining nec-
essary government approval; establish-
ing stations; introductory advertising;
aircraft, equipment and space facility
deposits and rent; training; and sala-
ries earned prior to start-up.

(u) A signed counterpart of Agree-
ment 18900 (OST Form 4523) as required
by part 203 of this chapter.

(v) The following certification, which
shall accompany the application and
all subsequent written submissions
filed by the applicant in connection
with its application:

Pursuant to title 18 United States Code
section 1001, | [the individual signing the ap-
plication, who shall be a principal owner,
senior officer, or internal counsel of the ap-
plicant], in my individual capacity and as
the authorized representative of the appli-
cant, have not in any manner knowingly and
willfully falsified, concealed or covered up
any material fact or made any false, ficti-
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tious, or fraudulent statement or knowingly
used any documents which contain such
statements in connection with the prepara-
tion, filing or prosecution of the application.
I understand that an individual who is found
to have violated the provisions of 18 U.S.C.
section 1001 shall be fined nor more than
$10,000 or imprisoned not more than five
years, or both.

(The reporting requirements contained in
this section were approved by the Office of
Management and Budget under control num-
ber 2106-0023)

[Docket No. 47582, 57 FR 38766, Aug. 27, 1992,
as amended at 60 FR 43524, Aug. 22, 1995]

§204.4 Carriers proposing to provide
essential air service.

Applicants proposing to provide es-
sential air service have been divided
into two categories, and are subject to
differing data submission requirements
as set forth in paragraphs (a) and (b) of
this section. However, if a carrier has
previously filed any of the required
data with the Department or other
Federal agency and they are available
to the Department, and these data con-
tinue to reflect the current state of the
carrier’s fitness, the carrier may in-
stead identify the data and provide a
citation for the date and place of filing.
All carriers may contact the Air Car-
rier Fitness Division to ascertain what
information is already available to the
Department and thus may not need to
be resubmitted.

(a) Carriers who propose to begin or
expand non-subsidized essential air
service when the incumbent leaves the
market must file the following infor-
mation:

(1) All of the information required
under §204.3 of this part.

(2) A description of the back-up air-
craft available to the applicant, includ-
ing:

(i) The number of each type of such
aircraft;

(ii) The conditions under which such
aircraft will be available to the carrier;

(iii) The carrier’s plans for financing
the acquisition or lease of such addi-
tional aircraft; and

(iv) A sworn affidavit stating that all
such aircraft have been certified by the
FAA and currently comply with all
FAA safety standards.

(3) A description of the fuel available
to perform the proposed essential air
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services and the carrier’s contracts
with fuel suppliers.

(4) The carrier’s systemwide on-time
and completion record for the preced-
ing year and, if applicable, in the sub-
ject market(s).

(5) A list of the markets the carrier
serves and the number of weekly round
trips it provides in each.

(6) A description of the average num-
ber of block hours each type of aircraft
is currently flown per day.

(7) An estimate of the impact the
proposed essential air service would
have on the carrier’s utilization of its
aircraft fleet.

(8) A detailed schedule of the service
to be provided, including times of ar-
rivals and departures, the aircraft to be
used for each flight, and the fares to be
charged.

(9) A pro-forma income statement for
the proposed operation for the first an-
nual period.

(b) Carriers filing proposals to pro-
vide subsidized service in response to
an order inviting proposals shall file:

(1) All of the information required
under §204.3 of this part.

(2) All of the information required
under paragraph (a) of this section.

(3) A forecast Income Statement cov-
ering the operations conducted in es-
sential air service for the first year fol-
lowing the initiation of the proposed
essential services. Such statement
shall include:

(i) Subsidy needed;

(ii) Estimated block hours and reve-
nue miles by type of aircraft;

(iii) Total projected revenue includ-
ing volumes of passengers and freight
by essential air service market and the
associated fares and rates;

(iv) An explanation of the derivation
of estimates of operating expenses; and

(v) A description of the manner in
which costs and revenues are allocated.

(4) A traffic forecast including a load
factor analysis on all segments be-
tween the small community and the
hub; and an estimate of the number of
seats available to and from the eligible
point each day.

(Approved by the Office of Management and
Budget under control number 2106-0023)

[Docket No. 47582, 57 FR 38766, Aug. 27, 1992,
as amended at 60 FR 43524, Aug. 22, 1995]

16

14 CFR Ch. Il (1-1-98 Edition)

§204.5 Certificated and commuter air
carriers undergoing or proposing to
undergo substantial change in oper-
ations, ownership, or management.

(a) A certificated or commuter air
carrier proposing a substantial change
in operations, ownership or manage-
ment shall file the data set forth in
§204.3. These data must be submitted in
cases where:

(1) The proposed change requires new
or amended authority, or

(2) Although the carrier’s existing
certificate or commuter authority is
adequate for the performance of its
planned services, the change substan-
tially alters the factors upon which its
latest fitness finding is based.

(b) Information which a carrier has
previously formally filed with the De-
partment, or with another Federal
agency where they are available to the
Department, which continues to reflect
the current state of the carrier’s fit-
ness may be omitted. The carrier in-
stead should identify the data and pro-
vide a citation for the date(s) and
place(s) of filing. Prior to filing any
data, the carrier may contact the De-
partment (Air Carriers Fitness Divi-
sion) to ascertain what data required
by this section, if any, are already
available to the Department or are not
applicable to the substantial change in
question and need not be included in
the filing.

(c¢) Information filings pursuant to
this section made to support an appli-
cation for new or amended certificate
authority shall be filed with the appli-
cation and addressed to the Documen-
tary Services Division, Department of
Transportation, 400 Seventh Street,
SW., Washington, DC 20590. Informa-
tion filed in support of a certificated or
commuter air carrier’s continuing fit-
ness to operate under its existing au-
thority in light of substantial changes
in its operations, ownership or manage-
ment shall be addressed to the Chief,
Air Carrier Fitness Division, Depart-
ment of Transportation, 400 Seventh
Street, SW., Washington, DC 20590.

(Approved by the Office of Management and
Budget under control number 2106-0023)
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§204.6 Certificated and commuter air
carriers proposing a change in op-
erations, ownership, or manage-
ment which is not substantial.

Carriers proposing to make a change
which would not substantially affect
their operations, management, or own-
ership, such as certificated carriers ap-
plying for additional authority which
would not substantially change their
operations, will be presumed to be fit
and need not file any information re-
lating to their fitness at time of the
change. However, if the Department
concludes, from its own analysis or
based on information submitted by
third parties, that such change may
bring the carrier’s fitness into ques-
tion, the Department may require the
applicant carrier to file additional in-
formation.

§204.7 Revocation for dormancy.

(@) An air carrier that has not com-
menced any type of air transportation
operations for which it was found fit,
willing, and able within one year of the
date of that finding, or an air carrier
that, for any period of one year after
the date of such a finding, has not pro-
vided any type of air transportation for
which that kind of finding is required,
is deemed no longer to continue to be
fit to provide the air transportation for
which it was found fit and, accordingly,
its authority to provide such air trans-
portation shall be revoked.

(b) An air carrier found fit which
commences operations within one year
after being found fit but then ceases
operations, shall not resume operations
without first filing all of the data re-
quired by §204.3 at least 45 days before
it intends to provide any such air
transportation. Such filings shall be
addressed to the Documentary Services
Division, Department of Transpor-
tation, 400 Seventh Street, SW., Wash-
ington, DC 20590. The Department will
entertain requests for exemption from
this 45-day advance filing requirement
for good cause shown. If there has been
no change in fitness data previously
formally filed with the Department,
the carrier shall file a sworn statement
to that effect signed by one of its offi-
cers. The carrier may contact the De-
partment (Air Carrier Fitness Division)
to ascertain which data are already
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available to the Department and need
not be refiled. A carrier to which this
paragraph applies shall not provide any
air transportation for which it is re-
quired to be found fit, willing, and able
until the Department decides that the
carrier continues to be fit, willing, and
able to perform such air transpor-
tation. During the pendency of the De-
partment’s consideration of a data sub-
mission under this paragraph, the expi-
ration period set out in paragraph (a)
of this section shall be stayed. If the
decision or finding by the Department
on the issue of the carrier’s fitness is
favorable, the date or that decision or
finding shall be the date considered in
applying paragraph (a) of this section.

(c) For purposes of this section, the
date of a Department decision or find-
ing shall be the service date of the De-
partment’s order containing such deci-
sion or finding, or, in cases where the
Department’s decision or finding is
made by letter, the date of such letter.

(d) For purposes of this section, ref-
erences to operations and to the pro-
viding of air transportation shall refer
only to the actual performance of
flight operations under an operating
certificate issued to the carrier by the
FAA.

(Approved by the Office of Management and
Budget under control number 2106-0023)

PART 205—AIRCRAFT ACCIDENT
LIABILITY INSURANCE

Sec.
205.1
205.2
205.3
205.4
205.5

Purpose.

Applicability.

Basic requirements.

Filing of evidence of insurance.

Minimum coverage.

205.6 Prohibited exclusions of coverage.

205.7 Cancellation, withdrawal, modifica-
tion, expiration, or replacement of insur-
ance coverage.

205.8 Cargo liability disclosure statement.

AUTHORITY: 49 U.S.C. Chapters 401, 411, 413,
417.

SOURCE: ER-1253, 46 FR 52577, Oct. 27, 1981,
unless otherwise noted.

§205.1 Purpose.

This part contains the rules for air-
craft accident liability insurance cov-
erage needed by U.S. direct air carriers
to obtain or to exercise authority from
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the Department to operate in inter-
state or foreign air transportation, and
by foreign direct air carriers to operate
under permit or other authority in for-
eign air transportation. It further re-
quires a disclosure statement to ship-
pers about cargo liability limits and in-
surance coverage for U.S. and foreign
direct air carriers.

[ER-1253, 46 FR 52577, Oct. 27, 1981, as amend-
ed by Docket No. 47939, 57 FR 40100, Sept. 2,
1992; Doc. No. OST-96-1269, 61 FR 19165, May
1, 1996]

§205.2 Applicability.

These rules apply to all U.S. direct
air carriers, including commuter air
carriers and air taxi operators as de-
fined in §298.2 of this chapter, and for-
eign direct air carriers, including Ca-
nadian charter air taxi operators as de-
fined in §294.2(c) of this chapter.

[Docket No. 47939, 57 FR 40100, Sept. 2, 1992]

§205.3 Basic requirements.

(a) A U.S. or foreign direct air carrier
shall not engage in air transportation
unless it has in effect aircraft accident
liability insurance coverage that meets
the requirements of this part for its air
carrier or foreign air carrier oper-
ations. The minimum amounts of cov-
erage required by this part may be pro-
vided either by insurance policies or by
self-insurance plans. The currently ef-
fective policy of insurance or complete
plan for self-insurance shall be avail-
able for inspection by the Department
at the carrier’s principal place of busi-
ness. The current certificate of insur-
ance or a summary of the complete
self-insurance plan on file with the De-
partment, as required by §205.4, shall
be available for public inspection at
the carrier’s principal place of busi-
ness.

(b) For purposes of this part, a cer-
tificate of insurance is one or more cer-
tifi