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§ 380.1 Applicability.
[£] 00

This part applies to Public Charter air transportation of passengers in interstate or foreign air
transportation, whether furnished by direct air carriers or Public Charter operators. This part also relieves
such charter operators from various provisions of subtitie VII of Title 49 of the United States Code
(statute), formerly Title IV of the Federal Aviation Act of 1958, as amended, for the purpose of enabling
them to provide Public Charters utilizing aircraft chartered from such direct air carriers. It also declines
jurisdiction over foreign Public Charter operators operating foreign-originating Public Charters.

§ 380.2 Definitions.
[0

For the purposes of this part:
Certificated air carrier means a U.S. direct air carrier holding a certificate issued under the statute.

Charter flight means a flight operated under the terms of a charter contract between a direct air carrier
and its customer. It does not include scheduled air transportation, scheduled foreign air transportation,
or nonscheduled cargo air transportation, sold on an individually ticketed or individually waybilled basis.

Direct air carrier means a certificated commuter or foreign air carrier, or an air taxi operator registered
under part 298 of this chapter, or a Canadian charter air taxi operator registered under part 294 of this
chapter, that directly engages in the operation of aircraft under a certificate, authorization, permit or
exemption issued by the Department.

Educational institution means a school that is operated as such on a year-round basis and is
empowered to grant academic degrees or secondary school diplomas by any government in the United
States or by a foreign government.

Foreign air carrier means a direct air carrier that holds a foreign air carrier permit issued under the
statute or an exemption issued under the statute authorizing direct foreign air transportation.

Foreign Public Charter opertor means an indirect air carrier which is not a citizen of the United States as
defined in the statute, that is authorized to engage in the formation of groups for transportation on Public
Charters in accordance with this part.

Indirect air carrier means any person who undertakes to engage indirectly in air transportation
operations and who uses for such transportation the services of a direct air carrier.

Public Charter means a one-way or round-trip charter flight to be performed by one or more direct air
carriers that is arranged and sponsored by a charter operator.

Public Charter operator means a U.S. or foreign Public Charter operator.
Security agreement means:
(1) A surety bond issued by a company—

(i) That is listed in the Best's Insurance Reports (Fire and Casualty) with a general policyholders' rating
of “A” or better, or

(i) That is listed in the U.S. Department of Treasury's notice listing companies holding Certificates of
Authority as acceptable sureties on Federal bonds and as acceptable reinsuring companies, published
in the Federal Register in the first week in July; or

(2) A Surety trust agreement or a letter-of-credit, issued by a Federal Deposit Insurance Corporation-
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insured financial institution, which provides substantially equivalent protection.
Statute means Subtitle VII of Title 49 of the United States Code (Transportation).

Sub-operator means a Public Charter operator that has contracted for its charter seats from a Public
Charter operator that has contracted from one or more direct air carriers. A sub-operator is itself an
-indirect air carrier, not an agent of the Public Charter operator from which it has obtained its seat.

U.S. Public Charter operator means an indirect air carrier that is a citizen of the United States as defined
in 49 U.S.C. 40102(a) and that is authorized to engage in the formation of groups for transportation on
Public Charters in accordance with this part.

[Docket No. OST-97-2356, 63 FR 28241, May 22, 1998, as amended at 70 FR 25773, May 16, 2005]

§ 380.3 General provisions.

] oo

(a) Public Charters may be operated on a one-way or round-trip basis, with no minimum group or
contract size. Public Charters may be soid on an air-only basis, or with mandatory or optional land
arrangements.

(b) A U.S. Public Charter operator operating a Public Charter which originates in a foreign country shall
not be subject to the requirements of §§380.25, 380.28, 380.30 and 380.35.

(c) The Department declines to exercise jurisdiction over a foreign Public Charter operator which
operates a Public Charter originating in a foreign country, but reserves the right to exercise its
jurisdiction over any foreign Public Charter operator at any time its finds that such action is in the public
interest.

(d)(1) An educational institution operating a Public Charter need not comply with the financial security
requirements of §380.34 if each student participant in the charter is enrolled in a formal academic course
of study outside the United States, sponsored by or in conjunction with that institution, that is of at least
four weeks' duration.

(2) The spouse, children, and parents of a student participant may accompany the participant on a
charter operated under this section.

(e) The Department, upon application or on its own initiative, may waive any of the provision of this part
if it finds such action to be in the public interest.

§ 380.4 Enforcement.
[t

In the case of any violation of the provision of the Statute or of this part, or any other rule, regulations, or
order issued under the Statute, the violator may be subject to a proceeding pursuant to the Statute
before the Department or a U.S district court, as the case may be, to compel compliance therewith; to
civil penalties pursuant to the provisions of the Statute, or to criminal penalties pursuant to the provisions
of the Statute, or other lawful sanctions.

Subpart B—Conditions and Limitations

] oo

§ 380.10 Public Charter requirements.
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] oo

Public Charters under this part shall meet the following requirements:
(a)~(b) [Reserved])

(c) If the charter is on a round-trip basis, the departing flight and returning need not be performed by the
same direct air carrier.

(d) The air transportation portion of the charter must be performed by direct air carriers that hold
authority under Chapter 411 and 413 of the Statute, or are operating under 14 CFR part 298, except that
only U.S. citizen direct air carriers may provide air transportation for operations in interstate air
transportation.

§ 380.11 Payment to direct air carrier(s).

] oo

Except for air taxi operators and commuter air carriers (which are governed by 14 CFR 298.38) and
Canadian charter air taxi operators (which are governed by 14 CFR 294.32), the direct air carrier(s) shall
be paid in full for the cost of the charter transportation (for both legs, if a round-trip charter) prior to the
scheduled date of flight departure, as provided for in the basic charter regulations applicable to the direct
air carrier(s) under part 212 of this chapter.

§ 380.12 Cancellation by charter operator and notice to
participants.

] o

(a) The charter operator may not cancel a charter for any reason (including insufficient participation),
except for circumstances that make it physically impossible to perform the charter trip, less than 10 days
before the scheduled date of departure of the outbound trip.

(b) If the charter operator cancels 10 or more days before the scheduled date of departure, the operator
must so notify each participant in writing within 7 days after the cancellation but in any event not less
than 10 days before the scheduled departure date of the outbound trip. If a charter is canceled less than
10 days before scheduled departure (i.e., for circumstances that make it physically impossible to perform
the charter trip), the operator must get the message to each participant as soon as possible.

§ 380.13 Prohibition on sale of round trips with open returns.

] o

The charter operator shall not accept any participant's payment for return transportation unless the
participant has specified a particular return flight.

§ 380.14 Unused space.
]

Noting contained in this part shall preclude a charter operator from utilizing any unused space on an
aircraft by it for a Public Charter for the transportation, on a free or reduced basis, of such charter
operator's employees, directors, and officers, and parents and immediate families of such persons.

§ 380.15 Substitution for charter participants.
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] o

Subsititues may be arranged for charter participants at any time preceding departure. Participants who
provide the charter operator or its sales agent with a substitute participant, or who are substituted for by
a participant found by the operator, shall receive a refund of all moneys paid to the operator, except that
the operator may reserve the right to retain an administrative fee not to exceed $25 for effecting the
substitution.

§ 380.17 Charters conducted by educational institutions.

[ o

(a) This section shall apply only to charters conducted by educational institutions for charter groups
comprised of bona fide participants in a formal academic course of study abroad which is of at least 4
weeks duration. The charter group may also include a student participant's immediate family (spouse,
children, and parents). Except as modified in this section, all terms and conditions of this part applicable
to the operation of Public Charters shall apply to charters conducted by educational institutions.

(b) An educational institution conducting such a charter shall submit to the Office of Aviation Analysis,
Special Authorities Division, a statement, signed by its president, certifying that it meets the definition of
“educational institution” set forth in §380.2.

(c) An educational institution conducting such a charter need not comply with the requirements of
§§380.25, 380.28, 380.34, and 380.35.

Subpart C—Requirements Applicable to Charter Operators

[
§ 380.20 Relief from the Statute.

] o

(a) To the extent necessary to permit them to organize and arrange public charters, charter operators
and foreign charter operators are hereby relieved from the following provisions of Subtitle VII of Title 49
of the U.S. Code, only if and so long as they comply with the provisions and the conditions imposed by
this part:

(1) Chapter 411.
(2) Chapter 413.
(3) Chapter 415.
(4) Chapter 419.

(5) If foreign charter operators receive interstate air transportation rights, any other provision of the
statute that would otherwise prohibit them from organizing and arranging Public Charters in interstate air
transportation.

(b} A charter operator who is a citizen of the United States shall not be subject to the following
requirements with respect to Public Charters that originate in a foreign country: §§380.25, 380.28, and
380.30 through 380.35.

§§ 380.21-380.23 [Reserved]

Page 6 of 24

http://ecfr.gpoaccess.gov/cgi/t/text/text-idx?c=ecfr;sid=77437b3a... 6/26/2012



Electronic Code of Federal Regulations: Page 7 of 24

] o

§ 380.24 Suspension of exemption authority.

LY

The Department reserves the power to deny the exemption authority of any charter operator, without
hearing, if it finds that such action is necessary in the public interest or is otherwise necessary in order to
protect the rights of the traveling public.

§ 380.25 Prospectus filing and related requirements.

] co

A charter operator may organize and operate a Public Charter only in accordance with this part, and
subject to the following conditions:

(a) No charter operator shall operate, sell, receive money from any prospective participant for, or offer to
sell or otherwise advertise a charter or series of charters until the Office of Aviation Analysis, Special
Authorities Division, has accepted a Public Charter prospectus as described in §380.28.

(b) If within 10 days after the filing the Department notifies the charter operator that it has rejected the
prospectus for noncompliance with this part, the prohibitions set forth in paragraph (a) of this section
shall continue until the Department advises that it has accepted the prospectus.

(c) The following amendments to a filed prospectus may be made:

(1) The addition or cancellation of any flight;

(2) A change in any flight, date, origin city or destination city; and

(3) A change in or addition of any direct air carrier, securer, or depositdry bank.

(d) The charter operator shall amend the prospectus to reflect any change described in paragraph (c) of
this section. The amendment shall be filed in the manner and form used for the original prospectus. It
shall become effective upon filing unless the operator is otherwise notified.

(e) The charter operator shall notify the depository bank (if any) and the securer of any change
described in paragraph (c) of this section not later than when filing a prospectus amendment to reflect
the change. If the securer is unable to adjust the security agreement as required by the change, the
Office of Aviation Analysis, Special Authorities Division shall be advised of this fact within 2 business
days.

(Approved by the Office of Management and Budget under Control Number 2106-0005)

§ 380.26 Discrimination.

] o

No charter operator shall make, give, or cause any undue or unreasonable preference or advantage to
any particular person, port, locality, or description of traffic in air transportation in any respect
whatsoever, or subject any particular person, port, locality, or description of traffic in air transportation to
any unjust discrimination or any undue or unreasonable prejudice or disadvantage in any respect
whatsoever.

§ 380.27 Methods of competition.
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[&] o

No charter operator shall engage in unfair or deceptive practices or unfair methods of competition in air
transportation or the sale thereof.

§ 380.28 Charter prospectus.
[t

(a) The charter prospectus shall include an original and two copies of the following:
(1) From the charter operator and the direct air carrier:

(i) The proposed flight schedule, listing the origin and destination cities, dates, type of aircraft, number of
seats, and charter price for each flight;

(i) The tour itinerary (if any) including hotels (name and length of stay at each), and other ground
accommodations and services; and

(iii) A statement that they have entered into a charter contract that covers the proposed flight schedule,
that the contract complies with all applicable Department regulations, and that a copy of the schedule
has been sent to the depository bank (if any) and the operator's securer. The schedule shall be identified
with a number assigned by the charter operator that does not duplicate any schedule numbers assigned
by the operator to other proposed flight schedules. The proposed flight schedule, tour itinerary (if any),
and statement shall be filed on OST Form 4532.

(2)(i) From the charter operator and the securer, a statement:

(A) That they have entered into a security agreement covering the proposed flight schedule that
complies with §380.34, including the amount of the coverage, the number assigned to it by the securer,
and the amount of any outstanding claims against it, and

(B) That the securer has received a copy of the proposed flight schedule. The statement shall identify
the proposed flight schedule by the schedule number assigned by the charter operator in accordance
with paragraph (a) of this section. If there are any outstanding claims against the agreement, the charter
operator and securer shall also state that they have executed a rider or amendment increasing the
coverage by the amount of the claims, or that the securer will separately pay any claims for which it may
be liable without impairing the agreement or reducing the amount of its coverage.

(i) These statements shall be filed an OST Form 4533.

(3) If a depository agreement is used, a statement from the charter operator, the direct air carrier, and
the depository bank:

(i) That they have entered into a depository agreement covering the proposed flight schedule that
complies with §380.34, and

(ii) That the bank has received a copy of the proposed flight schedule by the schedule number assigned
by the charter operator in accordance with paragraph (a)(1) of this section. This statement shall be filed
on OST Form 4534.

(b) Each of the statements described in paragraph (a) of this section shall also include the names and
addresses of the parties to it, and the originals shall be signed by those parties.

(c) The prospectus may cover a series of charters performed by one charter operator if the departure of
the last charter is not more than one year after the departure of the first.

(d) If the prospectus covers a series of charters and the air transportation will be performed by more
than one direct air carrier, the prospectus shall include separate statements in accordance with
paragraphs (a)(1) and (a)(3) of this section to cover the flights that will be performed by each direct
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carrier.

(Approved by the Office of Management and Budget under Control Number 2106-0005)

§ 380.29 Charter contract.

]

The charter contract between the charter operator or foreign charter operator and the direct air carrier
shall evidence a binding commitment on the part of the carrier to furnish the air transportation required
for the trip or trips covered by the contract.

§ 380.30 Solicitation materials.

] o

(a) All solicitation materials for a Public Charter shall include the name of the charter operator and the
name of the direct air carrier.

(b) Any solicitation material that states a price per passenger shall also include one of the following:

(1) A statement referring to the operator-participant contract for further information about conditions
applicable to the charter; or

(2) The full text of the operator-participant contract.

(c) Except as set forth in §380.33a for operator's option plan contracts, if the charter prospectus names
alternative dates or cities, any solicitation material that states a price per passenger shall also state that
the actual dates or cities have not yet been selected, if that is the case.

(d) Any solicitation material that names a hotel but does not name every hotel named in the operator-
participant contract shall also state that substitutions may be made.

(e) In any solicitation material from a direct air carrier, indirect air carrier, or an agent of either, for a
charter, charter tour (i.e., a combination of air transportation and ground accommodations), or a charter
tour component (e.g., a hotel stay), any price stated for such charter, tour, or component shall be the
entire price to be paid by the participants to the air carrier, or agent, for such charter, tour, or component.

§ 380.31 General requirements for operator-participant
contracts.

] co

(a) Except for telephone sales for which payment is made by credit card as described in paragraph (b) of
this section, the charter operator shall not accept payment from or on behalf of a prospective participant
unless the participant has agreed to the conditions of the charter by signing an operator-participant
contract as described in §380.32. If a member of a group that will travel together pays for the group, that
member may sign the contract on behalf of the group.

(b) For telephone sales only, the charter operator may accept payment by credit card without the
participant having first signed an operator-participant contract provided that the charter operator first
advises the customer:

(1) That he or she has the right to receive the operator-participant contract before making a booking;

(2) That the operator-participant contract will be mailed to the participant within 24 hours of accepting
payment by credit card; and
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(3) That the operator-participant contract must be signed, and the signed portion returned to the
operator, before travel.

(4) A full refund must be made of any amounts charged to a credit card for any participant who cancels
before the operator-participant contract is signed.

(c) The contract form may include a space that participants may check to authorize the charter operator
to retain their money while attempting to make other arrangements for them if there is no space
available on the flight or on specific alternative flights they have requested.

(d) If there is no space available on the flight or specific alternative fights requested by the participant
the operator shall return all the participant's money within 7 days after receiving it unless the participant,
in accordance with paragraph (c) of this section, has authorized the operator to retain the payments
while the operator attempts to make other arrangements for the participant. If the operator retains the
payments while attempting to make other arrangements for the participant, it shall notify the participant
of the fact within 7 days after receiving the payments, but in no event later than the departure. For the
purpose of the time periods in this paragraph, receipt of money by a travel agent on behalf of a charter
operator will not be considered as receipt by the operator.

(e) Except as set forth in §380.33a for operator's option plan contracts, the operator-participant contract
shall not specify alternative dates for the outbound or return flights, or alternative origin or destination
cities for any flight leg.

(f) The contract form shall be printed in 7-point or larger type. The statements required by paragraph (a),
(), (h), (1), (), (s), and (x) of §380.32 shall be printed so as to contrast with the rest of the contract by the
use of bold-faced type, capital letters, or a type size that is at least 50 percent larger than that used for
the rest of the contract.

(g) The contract form shall include a space that participants may check to indicate that they wish to be
furnished details of trip cancellation, health, and accident insurance.

(h) The contract form shall be designed so as to enable participants to retain a copy of the general terms
and conditions after signing it. The specific information supplied by participants (such as choices of
dates, cities, or other options) need not be retainable.

§ 380.32 Specific requirements for operator-participant
contracts.

] o

Contracts between charter operators and charter participants shall state:
(a) The name and complete mailing address of the charter operator,

(b) The name of the direct air carrier, the dollar amounts of that carrier's liability limitations for
participant's baggage, the type and capacity of the aircraft to be used for the flight, and the conditions
governing aircraft-equipment substitutions;

(c) The dates of the outbound and return flights;

(d) The origin and destination cities of each flight leg;

(e) The amount and schedule of payments;

(f) If a depository agreement as provided in §380.34(b) is used: That all checks, money orders, and

credit card drafts must be made payable to the escrow account at the depository bank (identifying bank)

1 or, when the charter is sold to the participant by a retail travel agent, checks and money orders may be
made payable to the agent, who must in turn make his check payable to the escrow account at the
depository bank;

Page 10 of 24
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! If the credit card merchant account is separate from the
depository account, it must be used solely as a conduit, i.e., all
credit card payments toward Public Charter trips must be
immediately remitted to the depository account in full, without
holdback, or retention of any portion of the participant's payment. If
the depository bank is not the credit card merchant bank, the
Department must be satisfied that there are adequate procedural
safeguards for the protection of participants' payments.

(9) The tour itinerary, if any, including the name and focation of the hotels, length of stay at each, and
other ground accommodations and services that are part of the tour,

(h) That the charter operator may not cancel the charter less than 10 days before the scheduled
departure date, except for circumstances that make it physically impossible to perform the charter tip;

(i) That if a charter is canceled 10 or more days before the scheduled departure date, the operator will
notify the participant in writing within 7 days after the cancellation, but in any event at least 10 days
before the scheduled departure;

(i) That is a charter is canceled less than 10 days before departure ( /.e., for circumstances that make it
physically impossible to perform the charter trip), the operator will get the message to the participant as
soon as possible;

(k) That if the charter is canceled, a refund will be made to the participant within 14 days after the
cancellation,

(1) The right to refunds if the participant changes plans is limited;
(m) The right to refunds if the participant changes plans, including

(1) The right to a full refund, for sales made by credit card, until an operator-participant contract is
signed; and

(2) That any participant who wishes to cancel will receive a full refund (less any applicable administrative
fee, not to exceed $25) upon providing a substitute participant to the charter operator or its sales agent,
or upon being substituted for by a participant found by the charter operator,

(n) The procedure for obtaining the refunds described in paragraph (m) of this section, including that
they will be made within 14 days after the cancellation or substitution;

(0) The meaning of “major change”, as set forth in §380.33(a),

(p) That if the charter operator knows of a major change 10 or more days before scheduled departure,
the operator will notify the participant of the change within 7 days after first knowing of it, but in any
event at least 10 days before scheduled departure;

(q) That is the operator first knows of a major change less than 10 days before scheduled departure, the
operator will get the message to the participant as soon as possible;

(r) That within 7 days after receiving a pre-departure notification of a major change but in no event later
than departure, the participant may cancel, and that a full refund will be made to the participant within 14
days after canceling;

(s) That upon a post-departure notification of a major change, the participant may reject the substituted
hotel or the changed date, origin, or destination of a flight leg and be sent, within 14 days after the return
date named in the contract, a refund of the portion of his payment allocable to the hotel
accommodations or air transportation not provided;
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(t) That the participants rights and remedies set forth in the contract, including the procedures for major
changes, shall be in addition to any other rights or remedies available under applicable law, although the
operator may condition a refund on the participant's waiver of additional remedies,

(u) That trip cancellation, health, and accident insurance is available and that the operator will furnish
details of the insurance to participants who check the space provided for this purpose on the contract
form;

(v) The name and address of the surety company or bank issuing the security agreement; and that
unless the charter participant files a claim with the charter operator or, if he is unavailable, with the
securer, within 60 days after termination of the charter, the securer shall be released from all liability
under the security agreement to that participant. Termination means the date of arrival (or in the case of
a canceled charter, the intended date or arrival) of the return flight. if there is no return flightin a
participant's itinerary, termination means the date or intended date of departure of the last flight in the
participant's itinerary;

(w) For international flights only: That additional restrictions may be imposed on the flight by the foreign
government involved, and that if landing rights are denied by a foreign government the flight will be
canceled with a full refund to the participant. This statement need not be included in the contract if—

(1) The prospectus includes a certification by the charter operator and the direct air carrier that landing
rights have been obtained from all the foreign governments involved, and

(2) All the foreign governments involved have adopted country-of-origin rules for charterworthiness;

(x) That the charter operator is the principal and is responsible to the participants for all services and
accommodations offered in connection with the charter. However, the contract may expressly provide
that the charter operator, unless negligent, is not responsible for personal injury or property damage
caused by any direct air carrier, hotel or other supplier of services in connection with the charter.

§ 380.33 Major changes in itinerary or price; refunds.

] oo

(a) For the purposes of this section, "major change” means any of the following:

(1) A change in the departure or return date shown in the operator-participant contract, (or, if the
contract states alternative dates, the date designated to the participant by the charter operator in
accordance with §380.33a(b)), unless the change results from a flight delay. In any event, however, a
date change that the operator knows of more than 2 days before the scheduled flight date, and any
delay of more than 48 hours, will be considered a major change.

(2) A change in the origin or destination city shown in the operator-participant contract for any flight leg
(or, if the contract states alternative cities, the city designated to the participant by the operator in
accordance with §380.33a(b)), uniess the change affects only the order in which cities named in a tour
package are visited.

(3) A substitution of any hotel! that is not named in the operator-participant contract; and

(4) A price increase to the participant that occurs 10 or more days before departure and results in an
aggregate price increase of more than 10 percent.

(b) The charter operator shall not increase the price to any participant less than 10 days before
departure.

(c) The charter operator shall notify all participants of major changes, as required by the operator-
participant contracts. This notification shall include the participants' rights to refunds required to be
described in the operator-participant contract. The operator shall, if applicable, also notify the
participants that the acceptance of a refund constitutes a waiver of their legal rights.

(d) Except as otherwise specified, notifications and refunds required by this part are considered made at
the time they are mailed or sent by an equivalent method.
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(e) The charter operator shall make allf refunds required to be described in the operator-participant
contract within the time limits set forth in paragraphs (k), (n), (r), and (s) of §380.32, as applicable.

§ 380.33a Operator's option plan.
[t

(a) For the purposes of this part, an operator's option plan contract that states alternative dates for the
outbound or return flights, or alternative origin or destination cities for any flight leg.

(b) Operator's option plan contracts shall state, in addition to the information required by §380.32, that
the selection of the actual dates or cities, as applicable, is at the charter operator's option and will not
entitle the participant to a refund, and that the operator will notify the participant of the actual dates or
cities at least 10 days before the earliest of any alternative dates for the outbound flight.

(c) Contract forms for all operator's option plan contracts shall be labeled “OPERATOR'S OPTION
PLAN" in bold-faced capital letters at least1/4inch high. The statement required by paragraph (b) of this
section and the statement of alternative dates (§380.32(c)) or alternative cities (§380.32(d)), as
applicable, shall be printed so as to contrast with the rest of the contract, as set forth in §380.31(f).

(d) Any solicitation material that states a price per passenger for an operator's option plan contract shall
clearly and conspicuously—

(1) Identify that price as being for the operator's option plan,
(2) Name all the possible dates or cities, as applicable, and
(3) State that the selection of the actual dates or cities is at the charter operator's option.

(e) Charter operators and their agents shall not misrepresent to prospective participants, orally, in
solicitation materials, or otherwise, the probability that any particular city or date will be selected from
among the alternatives named in an operator's option plan contract.

(f) The charter operator shall notify all participants with operator's option plan contracts of the actual
dates or cities, as applicable, as required by contracts.

§ 380.34 Security and depository agreements.
[t

(a) Except as provided in paragraph (b) of this section, the charter operator or foreign charter operator
shall furnish a security agreement in an amount for not less than the charter price for the air
transportation, if only air transportation is involved, or, if the charter involves land accommodations in
addition to air transportation, a security agreement in one of the following amounts dependent upon the
length of the charter or series of charters:

(1) For a charter or series of charters of 14 days or less, security in an amount of not less than the
charter price for the air transportation to be furnished in connection with such charter or series of
charters;

(2) For a charter or series of charters of more than 14 days but less than 28 days security in an amount
of not less than twice the charter price; and

(3) For a charter or series of charters of 28 days or more, security in an amount of not less than three
times the charter price: Provided, however, That the liability of the securer to any charter participant shall
not exceed amounts paid by that participant to the charter operator with respect to the charter.

(b) The direct air carrier and the charter operator or foreign charter operator may elect, in lieu of
furnishing a security agreement as provided under paragraph (a) of this section, to comply with the
requirements of paragraphs (b)(1) and (b)(2) of this section, as follows:
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(1) The charter operator shall furnish a security agreement in an amount of at least $10,000 times the
number of flights, except that the amount need not be more than $200,000. The liability of the securer to
any charter participant shall not exceed the amount paid by the participant to the charter operator for
that charter.

(2) The direct air carrier and charter operator or foreign charter operator shall enter into an agreement
with a designated bank, the terms of which shall provide that all payments by charter participants paid to
charter operators or foreign charter operators and their retail travel agents shall be deposited with and
maintained by the bank subject to the following conditions:

(i) On sales made to charter participants by charter operators or foreign charter operators the participant
shall pay by check, money order, or credit card draft payable to the bank;2 on sales made to charter
participants by retail travel agents, the retail travel agent may deduct his commission and remit the
balance to the designated bank by check, money order, or electronic transfer: Provided, That the travel
agent agrees in writing with the charter operator or foreign charter operator that if the charter is canceled
the travel agent shall remit to the bank the full amount of the commission previously deducted or
received within 10 days after receipt of notification of cancellation of the charter; except for the credit
card company's usual commission (not to exceed 3 percent), the charter operator shall not permit any
portion of a charter participant's payments by credit cared to be “held back” by the credit card merchant

bank;3
2
See also n.1, supra.

3 “Holdback” is an amount in excess of usual commissions that a
credit card merchant bank sometimes retains to cover potential
charge-backs or other charges.

(ii) The bank shall pay the direct air carrier the charter price for the transportation not earlier than 60
days (including day of departure) prior to the scheduled day of departure of the originating or returning
flight, upon certification of the departure date by the air carrier: Provided, That, in the case of a round trip
charter contract to be performed by one carrier, the total round trip charter price shall be paid to the
carrier not earlier than 60 days prior to the scheduled day of departure of the originating flight;

(i) The bank shall reimburse the charter operator or foreign charter operator for refunds made by the
latter to the charter participant upon written notification from the charter operator or foreign charter
operator;

(iv) If the charter operator, foreign charter operator or the direct air carrier notifies the bank that a charter
has been canceled, the bank shall make applicable refunds directly to the charter participants;

(v) After the charter price has been paid in full to the direct air carrier, the bank shall pay funds from the
account directly to the hotels, sightseeing enterprises, or other persons or companies furnishing ground
accommodations and services, if any, in connection with the charter or series of charters upon
presentation to the bank of vendors' bills and upon certification by the charter operator or foreign charter
operator of the amounts payable for such ground accommodations and services and the person or
companies to whom payment is to be made: Provided, however, That the total amounts paid by the bank
pursuant to paragraphs (b)(2) (ii) and (v) of this section shall not exceed either the total cost of the air
transportation, or 80 percent of the total deposits received by the bank less any refunds made to charter
participants pursuant to paragraphs (b)(2) (ii) and (iv) of this section, whichever is greater;

(vi) As used in this section, the term “bank” means a bank insured by the Federal Deposit Insurance
Corporation;

(vii) The bank shall maintain a separate accounting for each charter group;

(viii) Notwithstanding any other provisions of this section, the amount of total cash deposits required to
be maintained in the depository account of the bank may be reduced by one or both of the following:
The amount of the security agreement in the form prescribed in this section in excess of the minimum
coverage required by paragraph (b)(1) of this section; an escrow with the designated bank of Federal,
State, or municipal bonds or other securities, consisting of certificates of deposit issued by banks having
a stated policy of redeeming such certificates before maturity at the request of the holder (subject only to
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such interest penalties or other conditions as may be required by law), or negotiable securities which are
publicly traded on a securities exchange, all such securities to be made payable to the escrow account:
Provided, That such other securities shall be substituted in an amount no greater than 80 percent of the
total market value of the escrow account at the time of such substitution; And provided, further, That
should the market value of such other securities subsequently decrease, from time to time, then
additional cash or securities qualified for investment hereunder shall promptly be added to the escrow
account, in an amount equal to the amount of such decreased value; and

(ix) Except as provided in paragraph (b)(2)(i}, (iii), {iv}, (v}, and (viii) of this section, the bank shall not pay
out any funds from the account prior to 2 banking days after completion of each charter, when the
balance in the account shall be paid the charter operator or foreign charter operator, upon certification of
the completion date by the direct air carrier. Provided, however, That if the Charter involves air
transportation only and the bank has paid the direct air carrier(s) the charter price for the originating
flight, and the returning flight if any, and has paid all refunds due to participants, as provided in
paragraph (b)(2)(ii) and (iii), respectively, of this section, then the bank may pay the balance in the
account to the charter operator upon certification by the direct air carrier performing the originating flight
that such flight has in fact departed.

(c)(1) The security agreement required under paragraphs (a) and (b) of this section shall insure the
financial responsibility of the charter operator or foreign charter operator and the supplying of the
transportation and all other accommodations, services, and facilities in accordance with the contract
between the charter operator or foreign charter operator and the charter participants.

(2) The security agreement may be either:
(i) A surety bond in the form set forth as appendix A to this part;
(i) A surety trust agreement in the form set forth as appendix B to this part; or

(i) An arrangement with a bank (for instance, a standby letter of credit) that provides protection of
charter participants' funds equivalent to or greater than that provided by the Bond in appendix A. An
arrangement that furnishes a lesser degree of protection than would be provided under the bond shall
be invalid to that extent, and instead the bank, the charter operator or foreign charter operator, and the
charter participants shall have the same rights and liabilities as provided under a bond in the form of
appendix A. If the arrangement does not give as much protection as a bond against the risk of the
charter operator's bankruptcy, the bank shall be liable in the event of bankruptcy to the same extent as if
it had entered into a bond.

(3) Any agreement under paragraph (c)(2)(iii) of this section shall include a statement that, in the event
that the other provisions of the agreement do not provide protection to charter participants comparable
to that provided under a bond in the form of appendix A, the bank shall assume, for the benefit of the
charter participants, all the liabilities it would have if it entered into the bond.

(4) The security agreement shall be effective on or before the date the charter prospectus is filed with
the Department.

(5) The security agreement shall be specifically identified by the issuing securer with a numbering
system so that the Department can identify the security agreement with the specific charter or charters
to which it relates. These data may be set forth in an addendum attached to the security agreement,
which addendum must be signed by the charter operator or foreign charter operator and the securer.

(6) When security is provided by a surety bond, such bond shall be issued by a bonding or surety
company that is listed in Best's Insurance Reports (Fire and Casualty) with a general policyholders'
rating of “A” or better. The bonding or surety company shall be one legally authorized to issue bonds of
that type in the State in which the charter originates. For purposes of this section the term “State”
includes any territory or possession of the United States, or the District of Columbia.

(7) When security is provided by a security agreement other than a bond, the agreement shall be issued
by a national bank complying with the provisions of 12 CFR 7.7010(a), or by a State bank complying
with applicable State laws that give authority to issue such agreements, and all such banks must be
insured by the Federal Deposit Insurance Corporation.

(d) The security agreement required by this section shall provide that unless the charter participant files
a claim with the charter operator or foreign charter operator, or, if it is unavailable, with the securer,
within 60 days after termination of the charter, the securer shall be released from all liability under the
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security agreement to such charter participant. Terminations means the date of arrival (or in the case of
a canceled charter, the intended date of arrival) of the return flight. If there is no retum flight in a
participant's itinerary, termination means the date or intended date of departure of the last flight in the
participant's itinerary.

§ 380.34a Substitution of direct air carrier's security or
depository agreement.

] o

(a) A direct air carrier may substitute its own security agreement and/or depository arrangements, as
specified in this section, for those required of the charter operator under §380.34, but only for charter
trips in which all the air transportation is provided by one direct air carrier. Charter operators are relieved
from §380.34 to the extent that the direct carrier substitutes its own arrangements.

(b) The direct air carrier may substitute its security agreement for all of the arrangements required of the
charter operator under §380.34 (a) or (b). Alternatively, it may substitute its depository agreement for the
depository agreement required of the charter operator under §380.34(b)(2). If the direct carrier
substitutes its depository agreement, it may also obtain and substitute a security agreement for the one
otherwise required of the charter operator under §380.34(b)(1). If the direct carrier substitutes its
depository agreement only, the charter operator must supply the security agreement required under
§380.34(b)(1).

(c) If the direct carrier substitutes a security agreement for all the charter operator's requirements under
§380.34, the charter operator shall include in the charter prospectus, in place of the information in
§380.28(a)(2) regarding the charter operator's security agreement:

(1) A statement by the direct air carrier on OST Form 4535 that it will take responsibility for al charter
participant payments (including those for ground accommodations and services) and for the fulfillment of
all the charter operator's contractual and regulatory obligations to the charter participants.

(2) A statement from the direct air carrier and its securer (under §212.12 of this chapter), OST Form
4533, that they have entered into a security agreement assuring the direct air carrier's responsibilities to
charter participants under this section in an unlimited amount (except that the liability of the securer with
respect to any charter participant may be limited to the charter price paid by or on behalf of such
participant), and that the securer has received a copy of the proposed flight schedule identified by the
schedule number assigned by the charter operator under this part.

(d) A substitute depository agreement under this section shall be signed by the direct air carrier, the
charter operator, and the depository bank, and shall provide, in addition to existing requirements under
§212.8 of this chapter, that:

(1) Payments by or on behalf of charter participants shall be allocated to the flight accounts matching the
participant's itinerary in the following way: Each account shall have allocated to it the charter cost of the
participant's air transportation on that fight. The portion of each payment not intended for air
transportation services shall be allocated to the account for the return flight in the participant's itinerary.
if there is only one flight in the itinerary, the entire payment shall be allocated to that account.

(2) The bank shall pay funds from a flight account directly to the hotels, sightseeing enterprises, or other
persons or companies furnishing ground accommodations and services, if any, in connection with the
charter flight, upon presentation to the bank of vendor's bills and upon certification by the person who
contracted for the ground accommodations or services of the amounts payable and the persons or
companies to whom payment is to be made, except that no disbursement shall be made that would
reduce the balance in the account below the charter cost of the flight.

(3) On sales made to participants by a person other than a retail travel agent, the participant shall pay by
check, money order, or credit card draft payable to the bank. On sales made to participants by a retail
travel agent, payments shall be made in the same manner unless the agent deducts its commission and
remits the balance to the bank by check, money order, or electronic transfer. The agent may deduct its
commission only if it agrees in writing with its principal (the charter operator or direct air carrier, as
applicable) that, if the charter is canceled, the agent shall remit to the bank the full amount of the
commission previously deducted or received within 10 days after receipt of notification of the
cancellation. The depository bank shalt pay refunds directly to participants according to the terms of the
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operator-participant contract and the terms of this part.

(e) If the direct carrier substitutes a security agreement in addition to substituting a depository
agreement, the charter prospectus information must include all the information required by paragraphs
(c) and (d) of this section, except for the amount of the security agreement. That agreement shall be in
an amount of at least $10,000 times the number of flights, except that the amount need not be more
than $200,000.

(f) A copy of the depository agreement under paragraph (d) of this section shall be filed with the
Department, and it shall not be effective until approved by the Department.

(g9) A copy of the security agreement under paragraph (c) or paragraph (e) of this section shall be filed
with the Department. It shall insure the financial responsibility of the direct air carrier for supplying the
transportation and all other accommodations, services, and facilities in accordance with the contracts

between the charter operator and the charter participants. Such security agreement shall meet all the

other requirements of §380.34 (c) and (d).

§ 380.35 Disbursements from depository account.

] o

No charter operator or direct air carrier shall cause its agents or the depository bank to make
disbursements or payments from deposits except in accordance with the provisions of this part.

§ 380.36 Record retention.
[0

Every charter operator conducting a charter pursuant to this part shall comply with the applicable record-
retention provisions of part 249 of this chapter.

Subpart D—Requirements Applicable to Direct Air Carriers
[0

§ 380.40 Charter not to be performed unless in compliance
with this part 380.

[ o

(a) For all Public Charters other than foreign-originating charters organized by foreign charter operators:
A direct air carrier shall not perform air transportation in connection with such a charter unless it has
made a reasonable effort to verify that all provisions of this part have been complied with and that the
charter operator's authority under this part has not been suspended by the Department.

(b) For foreign-originating Public Charters organized by foreign charter operators: A direct air carrier
shall not perform air transportation in connection with such a charter unless—

(1) The charter is conducted in accordance with subpart B of this part and

(2) The charter operator conforms to all requirements of this part that are applicable to charter operators
within the Department's jurisdiction, other than §§380.25, 380.28, 380.30 through 380.36, and 380.50.

§§ 380.41-380.42 [Reserved]
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] o

§ 380.43 Cancellations by direct air carriers.

] o

The direct air carrier shall not cancel any charter under this part less than 10 days before the scheduled
departure date, except for circumstances that make it physically impossible to perform the charter trip.

§ 380.45 Suspension of exemption authority.

] o

The Department reserves the power to suspend the exemption authority of any air carrier, without
hearing, if it finds that such action is necessary in order to protect the rights of the traveling public.

§ 380.46 Charter trip reporting.
[t

The direct air carrier shall promptly notify the Office of Aviation Analysis, Special Authorities Division,
regarding any charters covered by a prospectus filed under §380.28 that are later canceled.

Subpart E—Registration of Foreign Charter Operators

AP
§ 380.60 Purpose.

] o

This subpart establishes registration procedures for foreign charter operators intending to engage in the
formation of groups for transportation on Public Charters that originate in the United States.

§ 380.61 Operation by foreign charter operators.

] o

(a) Each foreign charter operator shall be registered under this subpart and file a prospectus under
§380.25 before organizing groups for transportation on Public Charters that originate in the United
States.

(b) Each foreign charter registered under this subpart shall comply with the other provisions of this part
directed to charter operators.

§ 380.62 Registration applications.
1o

(a) To be registered under this subpart, a foreign charter operator shall file two copies of an application
for registration with the Office of Aviation Analysis, Special Authorities Division. The Department will list
the names and nationalities of all persons applying for registration in its Weekly Summary of Filings.
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(b) The application shall be made on OST Form 4530, which can be obtained from the Office of Aviation
Analysis, Special Authorities Division.

(c) The applicant shall clearly indicate in its application for registration whether it requests authority to
engage in foreign and/or interstate air transportation.

§ 380.63 Objections to registration applications.

Ao

Any person objecting to the registration application of a foreign charter operator or to a proposed change
in the name or ownership of that operator shall file an objection with the Office of Aviation Analysis,
Special Authorities Division, within 28 days after the Department receives the properly completed
registration application.

§ 380.64 Department action on a registration application.

[0

(a) After a registration is received, one of the following actions will be taken.

(1) The application will be approved by the stamping of the effective date of registration on OST Form
4530 and returning the duplicate copy of the form to the operator;

(2) Additional information will be requested for the applicant;

(3) The applicant will be notified that its application will require further analysis or procedures, or is being
referred to the Department for formal action,

(4)The registration application will be rejected if it does not comply with the filing requirements of this
subpart;

(5) The application will be approved subject to such terms, conditions, or limitations as may be required
by the public interest; or

(6) The registration application will be rejected for reasons relating to the failure of effective reciprocity or
if the Department finds that it would be in the public interest to do so.

(b) One of the actions described in paragraph (a) of this section will normally be taken within 60 days
after the registration application is received. The Department will also consider requests for faster action
that include a full exptanation of the need for expedited action.

§ 380.65 Notification of change of operations or ownership.

] co

(a) Not later than 30 days before any change in its name or address or before a temporary or permanent
cessation of operations, each foreign charter operator registered under this subpart shall notify the
Office of Aviation Analysis, Special Authorities Division, of the change by resubmitting OST Form 4530.

(b) A foreign charter operator registered under this subpart shall apply for an amendment to that
registration not later than 30 days after either of the following events:

(1) A person listed on its existing registration as owning or holding beneficial interest in at least 10
percent of the operator or of the operator's stock reduces its holding to below 10 percent;
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(2) A person not listed on the existing registration as owning or holding beneficial interest in at least 10
percent of the operator or of the operator's stock becomes an owner or holder of 10 percent or more of
the company or of its stock.

(c) An application for an amendment shall be made by resubmitting OST Form 4530. The existing
registration shall remain valid pending Department action on the amendment.

§ 380.66 Cancellation or conditioning of the registration.

] o

The registration of a foreign charter operator may be canceled or subjected to additional terms,
conditions, or limitations if any of the following occur:

(a) The operator files a written notice with the Department that it is discontinuing its charter operations;

(b) A substantial ownership interest is acquired by persons who are not citizens of the same country as
the registrant; or

(c) The Department finds, after notice and an opportunity for responses, that it is in the public interest to
do so. In making this finding, the Department will consider whether effective reciprocity exists between
the United States and the government of the foreign charter operator.

§ 380.67 Waiver of sovereign immunity.

] o

By accepting an approved registration form under this subpart, an operator waives any right it may have
to assert any defense of sovereign immunity from suit in any proceeding against it, in any court or other
tribunal of the United States, that is based upon a claim arising out of operations by the operator under
this part.
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Authority: 49 U.S.C. 40113(a) and 41712.

Source: Docket No. 49385, 59 FR 61514, Nov. 30, 1994, unless
otherwise noted.

§ 381.1 Purpose.

] o

The purpose of this part is ensure that air travelers who have purchased tours to special events will
receive the promised admission to the event. This part expands the “Super Bowl rule” to other events.

§ 381.3 Applicability.
] o

This part applies to Special Event Tours that are in interstate air transportation, or in foreign air
transportation originating at a point in the United States. This part applies to U.S. and foreign operators
of Special Event Tours, whether they be air carriers or ticket agents. This part applies to scheduled,
charter, and other air transportation.
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§ 381.5 Definition.
[£]:00

Spacial Event Tour means a tour that is organized for the purpose of attending a sporting, social,
religious, educational, cultural, political or other event of a special nature and limited duration, which
exists for reasons apart from the tour itself, and which is represented by the operator of the tour as
including admission to that event. Examples of such events include, but are not limited to, college and
professional sporting events, the Olympics, concerts, the Passion Play in Oberammergau, etc.

§ 381.7 Advertising.
[

No operator of a Special Event Tour or agent of such an operator shall conduct, or cause or allow to be
conducted, any advertising, solicitation or other promotion for a Special Event Tour unless:

(a) The operator is in physical possession of enough tickets for admission to the event to provide such
tickets for a substantial number of seats on the tour; or

(b) The operator has entered into a written contract with an organization that is the distributor of such
tickets or an organization that receives such tickets directly from the distributor (e.g., a bowl committee;
football conference, league or team; concert promoter or arena; etc.), the terms of which provide for that
organization to furnish the operator enough admission tickets to provide such tickets for a substantial
number of seats on the tour; or

(c) The operator has entered into a written contract with another person or organization that has a
written contract or series of written contracts with the distributor of such tickets or with an organization
that receives such tickets directly from the distributor, the terms of which provide for that organization
(the organization with which the operator has contracted) to furnish the operator enough admission
tickets to provide such tickets for a substantial number of seats on the tour.

§ 381.9 Sales.
[

(a) Except as provided in paragraph (b) of this section:

(1) No operator of a Special Event Tour shall accept money for a seat on a Special Event Tour, or
authorize an agent to accept such money, unless the operator has physical possession of, or written
contracts (in the manner described in §381.7) for, a ticket for admission to the event for that individual.
To the extent that the operator receives an unsolicited booking for which the operator does not have
physical possession of or written contracts for a ticket for admission to the event, any payment
accompanying that booking must be returned within 3 business days.

(2) Upon acceptance of the money for a sale, the operator must reserve one event ticket for that
individual. An operator may not sell more seats on the tour than it has event tickets in hand or under
contract. (An operator need not continue to reserve an event ticket for an individual who withdraws from
the tour by providing notice to the operator or by being notified by the operator that the individual's
participation has been canceled due to failure to remit a required instaliment payment.)

(b) An operator of a Special Event Tour may accept a booking and payment from an individual for whom
the operator does not have an event ticket in hand or under contract if that individual agrees in writing
that he or she understands that no event ticket has been reserved for him or her. This agreement shail
specify whether the person has agreed to participate in the tour without an event ticket and/or the
operator has agreed to attempt to acquire an event ticket for this person. If the two parties agree that the
operator will attempt to acquire an event ticket, the agreement shall specify any penalties that will apply
if the individual later cancels because an event ticket did not become available. If the operator notifies
this person that an event ticket has become available, that person shall enjoy all the other protections of
this part from that time.
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§ 381.11 Refunds.
]

If promised admission to the primary event for which a Special Event Tour was organized is not
furnished by the tour operator, at the tour price agreed to before departure (including any increases that
the participant has accepted pursuant to §381.13(a)), the operator must provide each tour participant
affected in this way a refund of the total tour price. This refund is to be provided within 14 calendar days
after the scheduled return date of the tour.

§ 381.13 Price increases.

] o

(a) Should the tour operator increase a participant's tour price by more than 10 percent (aggregate of all
increases to that participant), that participant shall have the option of canceling his or her participation in
the tour and receiving a full refund within 14 days after the cancellation.

(b) The tour operator shall not increase the tour price to any participant less than ten days before
departure.
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