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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.

[72 FR 20036, Apr. 23, 2007]

§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 49 U.S.C.
Subtitle VII authorizing the transpor-
tation by aircraft in interstate air
transportation of only property or only
mail, or both.

(b) Certificate authority means author-
ity to provide air transportation grant-
ed by the Secretary of Transportation
in the form of a certificate of public
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convenience and necessity under 49
U.S.C. 41102 or an all-cargo air trans-
portation certificate to perform all-
cargo air transportation under 49
U.S.C. 41103. Certificated carriers are
those that hold certificate authority,
including those carriers operating by
law under the regulatory provisions
under the Department’s predecessor.

(c) Citizen of the United States means:

(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, which is under the actual con-
trol of citizens of the United States,
and in which at least 75 percent of the
voting interest is owned or controlled
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 meets the specified
criteria outlined in 49 U.S.C. Chapter
417.

(f) Essential air service is that air
transportation which the Department
has found to be essential under Sub-
chapter II of Chapter 417 of 49 U.S.C.
Subtitle VII.

(g) Fit means fit, willing, and able to
perform the air transportation in ques-
tion properly and to conform to the
provisions of 49 U.S.C. Subtitle VII and
the rules, regulations and requirements
issued under 49 U.S.C. Subtitle VII.

(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—
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(1) Between a place in—

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

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

(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.

(1) 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.

(j) 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 out-
standing 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 and which has
significant influence over the applicant
or air carrier as indicated, for example,
by 25 percent representation on the
board of directors, participation in pol-
icy-making processes, substantial
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inter-company transactions, or mana-
gerial personnel with common respon-
sibilities in both companies.

(1) 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.

[Doc. No. 47582, 57 FR 38766, Aug. 27, 1992, as
amended at 60 FR 43523, Aug. 22, 1995; 64 FR
12085, Mar. 11, 1999; 72 FR 20036, Apr. 23, 2007;
Doc. No. DOT-08T-2014-0140, 84 FR 15924,
Apr. 16, 2019]

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
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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.

NoOTE: 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.

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

(j) 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

in the
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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:

(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.

(1) A list of all actions and out-
standing 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.
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(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
person having a substantial interest in
any relevant corporation, regarding
compliance with 49 U.S.C. Subtitle VII
or orders, rules, regulations, or re-
quirements issued pursuant to 49
U.S.C. Subtitle VII, and any corrective
actions taken. (If an applicant has a
compliance history that warrants it,
additional information may be re-
quired.)

(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.

(a) 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;

(56) 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.
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(s) A description of all Federal, State
and foreign authority under which the
applicant has conducted or is con-
ducting 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.

(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 rev-
enue 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; estab-
lishing stations; introductory adver-
tising; aircraft, equipment and space
facility deposits and rent; training; and
salaries 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
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filed by the applicant in connection
with its application:

Pursuant to title 18 United States Code
section 1001, I [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-
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)

[Doc. No. 47582, 57 FR 38766, Aug. 27, 1992, as
amended at 60 FR 43524, Aug. 22, 1995; Doc.
No. DOT-0ST-2014-0140, 84 FR 15924, Apr. 16,
2019]

§204.4 [Reserved]

§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) The change substantially alters
the factors upon which its latest fit-
ness finding is based, even if no new au-
thority is required.

(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 Carrier Fitness Division)
to ascertain what data required by this
section, if any, are already available to
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the Department or are not applicable
to the substantial change in question
and need not be included in the filing.

(¢) 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 Docket Oper-
ations, M-30, U.S. Department of
Transportation, 1200 New Jersey Ave-
nue SE, Washington, DC 20590, or by
electronic submission at hittp:/
www.regulations.gov

(d) Information filed in support of a
certificated or commuter air carrier’s
continuing fitness to operate under its
existing authority in light of substan-
tial changes in its operations, manage-
ment, or ownership, including changes
that may affect the air carrier’s citi-
zenship, shall be addressed to the Chief,
Air Carrier Fitness Division, Office of
the Secretary, U.S. Department of
Transportation, 1200 New Jersey Ave-
nue SE, Washington, DC 20590.

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

[Doc. No. 47582, 57 FR 38766, Aug. 27, 1992, as
amended at 72 FR 20036, Apr. 23, 2007; Doc.
No. DOT-0ST-2014-0140, 84 FR 15925, Apr. 16,
2019]

§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

(a) 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

Revocation for dormancy.
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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 46 days before
it intends to provide any such air
transportation. Such filings shall be
addressed to the Docket Operations Of-
fice, U.S. Department of Transpor-
tation, 1200 New Jersey Avenue, SE.,
Washington, DC 20590. The Department
will entertain requests for exemption
from this 45-day advance filing require-
ment for good cause shown. If there has
been no change in fitness data pre-
viously formally filed with the Depart-
ment, the carrier shall file a sworn
statement to that effect signed by one
of its officers. The carrier may contact
the Department (Air Carrier Fitness
Division) to ascertain which data are
already 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 required 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 transportation. During the pend-
ency of the Department’s consideration
of a data submission under this para-
graph, the expiration 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 car-
rier’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.
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(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)

[Docket No. 47582, 57 FR 38766, Aug. 27, 1992,
as amended by Doc. No. DOT-0ST-2014-0140,
84 FR 15925, Apr. 16, 2019]

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 exclusion 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
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 Doc. 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-
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nadian charter air taxi operators as de-
fined in §294.2(c) of this chapter.

[Doc. 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-
tificates showing insurance by one or
more insurers (excluding reinsurers) of
currently effective and properly en-
dorsed policies of aircraft accident li-
ability insurance in compliance with
this part. When more than one such in-
surer is providing coverage, the limits
and types of liability assumed by each
insurer (excluding reinsurers) shall be
clearly stated in the certificate of in-
surance. Insurance policies and self-in-
surance plans named in a certificate of
insurance that accompanies an applica-
tion for initial registration or for oper-
ating authority shall become effective
not later than the proposed starting
date for air carrier operations as shown
in the application.

(c) The certificate of insurance shall
list the types or classes of aircraft, or
the specific aircraft by FAA or foreign
government registration number, with
respect to which the policy of insur-
ance applies, or shall state that the
policy applies to all aircraft owned or
operated by the carrier in its air trans-
portation operations. With respect to
certificates of insurance that list air-
craft by government registration num-
ber, the policy or self-insurance plan
shall state that, while an aircraft
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