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“THE FEDS ARE COMING!  THE FEDS ARE COMING!” 

 
A DISCUSSION OF OPERATIONAL CONTROL FOR CHARTER OPERATORS 

 
(ADAPTED FROM THE NBAA/NATA WORKSHOP, MAY 23, 2006) 

____________________________________________________________________________________ 
When insurance agents have spare time, one of their favorite things to do is to attend an FAA regulatory seminar, and this was an 
important one. We hope that this summary will assist you in interpreting the new regulation of FAR Part 135 charter operations.  
Also attached is a copy of the proposed A-008 Op Spec to be implemented on or about 8/31/06.  Further attachments include the 
new A-008 OpSpec and FAA PowerPoint presentation.  Please call us at 800-432-8519 if we can help in any way with your 
insurance needs.           
         - James M. Graber, CIC, CAIP, President 
         Alexander Aviation Associates, Inc. 

 
 
In February of 2005, a Challenger left the confines of the runway and the airport at Teterboro, New Jersey. 
Property was damaged, people were injured, insurers responded … and the FAA woke up. 
 
In this particular accident, the entity that the FAA had issued the charter certificate to (the 
Certificateholder) was not the entity that was actually operating the aircraft under that certificate. There is 
nothing like an expensive, high-profile incident to give regulators a moment of clarity and self-examination. 
 In this case, the FAA believed that the accident may have been prevented if the Certificateholder had 
exercised more control over the operations conducted under their certificate.  
 

“What we’ve got here is … a failure to communicate.”   
-Strother Martin, Actor:  Cool Hand Luke, 1967 

 
FAA regulations already require that a Certificateholder be responsible for all aspects of all charter flights. 
In an attempt to be flexible, the FAA’s various Flight Standards District Offices (FSDO’s) allowed 
Certificateholders some latitude with these operational control rules.  In fact, a local FSDO actually 
approved the arrangements under which the now-famous Teterboro flight was attempted.  The FAA has 
overruled that approval after the fact. 
 
As far as the FAA was concerned, allowing this flexibility would give Certificateholders a broad range of 
maintenance, crewing and operations options.  Like too much of a good thing, many Certificateholders 
believed that this gave them the ability to contract out, delegate, or outsource charter functions they either 
would not or could not do themselves. This put a great deal of operational control over the charter flights in 
the hands of unapproved, non-certified third parties.  
 
Some examples of the outsourced services are: 
 

• Crewing:  Pilot services are often provided by independent contractors, a third-party operator or by 
the aircraft owner, none of whom are Certificateholders. 

  
• Maintenance:  A non-certified aircraft owner or operator approves specific maintenance items or 

selects maintenance facilities.  
 

• Operations / Marketing:  Non-certified persons, companies or independent contractors advertise, 
schedule, plan, execute, and terminate chartered flights.   
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In their most egregious forms, these practices might be called… 
 

“Playing the Shell (Company) Game” 
 
When a Certificateholder operates in name only and makes financial arrangements with Non-
Certificateholders to run charters, they play a “shell game.” The operational control shifts so that the 
Certificateholder no longer controls the routine operations of the certificate, and it becomes increasingly 
difficult to identify the responsible parties in the event of an incident or FAR violation.  Even if the 
Certificateholder does proving runs and check airman work, the control is not there on a day-to-day basis. 
 

 
 

WHAT THE FAA WANTS 
 
 
 

The FAA wants safety, responsibility and accountability.  They want to know that when they issue a 
charter certificate, only the certificated entity will be flying charter flights under that certificate. They also 
cannot do their job efficiently if, after every accident, there is a room full of people pointing fingers and 
saying, “It wasn’t my job.” 
 
The FAA also wants uniform enforcement from all the FSDO’s and uniform compliance from all the 
Certificateholders. To this end, all parties may expect: 
 

• Responsibility: The Certificateholder will be completely and solely responsible for all aspects of all 
charter operations.  This means that any agreements that assign responsibility to any other party 
will be invalid as far as the FAA is concerned.  (Civil liability statutes and doctrines will differ from 
this interpretation, so consult your attorney.) 

 
• Key Personnel: (Director of Operations, Director of Maintenance and Chief Pilot): 

 
o Must have FULL RESPONSIBILITY and authority to do the everything their job title 

suggests without “string-pulling” by other parties.  
 

o Must be READILY AVAILABLE to meet and communicate with FSDO Inspectors on short 
notice.  Directors of Operations who are also line pilots probably will not be able to do both 
jobs under the new system. 

 
o Must be LOCAL to the Certificateholder and actively involved to avoid remote “rent-a-

director” situations. 
 

o Must be LONG TERM employees.  The FAA is looking for stability and predictability in a 
charter operator. 

 
• Independent Contractors: The use of “Independent Contractors” is prohibited. They cannot be 

“independent.”  Instead, the Independent Contractor will become an agent of the Certificateholder.  
The Certificateholder’s operational specifications define the duties of the agent. Actions outside the 
defined duties are prohibited.  (There could be significant tax implications here, so consult your 
Certified Public Accountant.) 
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• DBA’s and Third-Party Sales: The use of DBA’s will be limited.  The only legitimate use of a DBA 
will be as an alias for the Certificateholder (e.g., Crashenburn Airways, Inc. d/b/a Wings of Eternal 
Security).  No longer may the Certificateholder allow flights in any name other than their own or a 
legally authorized DBA name.  This will have substantial impact on operations where one 
Certificateholder offers charters on behalf of another. The charter client must have knowledge of 
which Certificateholder is doing the flight.  Code sharing agreements are exempt. 

 
• Satellite Locations:  In the charter business, the FAA will carefully scrutinize satellite locations in 

order to ensure that there is a vertical system of authority and reporting. The key personnel 
described above must still be able to exercise all of their duties and be active in the administration 
of the satellite location.  

 
• Insurance:  Insurance policies that allow coverage for charter operations by parties other than the 

Certificateholder should be re-written to comply with the new OpSpec. We recommend that a 
Certificateholder insure all the aircraft on their certificate themselves and maintain that insurance, 
rather than transferring that duty to the lessor or registered owner.  

 
• Aircraft Lessors / Registered Owners: Owners must assume a passive position in charter 

operations and must relinquish full control of the aircraft to the Certificateholder.  Wet leases in 
which aircraft and crew are leased to the Certificateholder will not be acceptable in charter 
operations. 

 
• Part 91 Operations:  The FAA will allow Part 91 (Pleasure and Business) operations on an aircraft 

by parties other than the Certificateholder, but full disclosure must be made to all parties that it is 
not a charter flight.  In addition, situations where an aircraft is rented to a someone who then hires 
“recommended” contract pilots (“Part 134.5”) will be examined.  We suggest a regulatory review of 
all flights where an exchange of money or other item of value will occur.   

 
 
 

Meet “008” The A-008 Op Spec 
 

 
“Pay Attention, 007!”  

-Desmond Lewellyn “Q”: “James Bond” Films 
 
Attached to this article is the current (as of 5/23/06) draft of Op Spec A-008 which is scheduled to reach 
final form by 08/31/2006, with enforcement to begin soon thereafter.  This is the working text of what the 
FAA expects you to do.  As in most regulatory situations, negotiations and amendments will most likely be 
possible.   
 
We encourage you to read “008” and to direct your inquiries or comments to your FSDO.  These are 
substantial changes, but, after all, safety is your best insurance.   
 
 
 
James M. Graber, CIC, CAIP, is President and CEO of Alexander Aviation Associates, Inc., a nationwide aviation insurance 
brokerage firm that has operated continuously since 1978.  Alexander Aviation Associates provides brokerage and consulting 
services for all classes of general aviation operation.  You may contact us through our Website: www.alexanderaviation.com; 
Email: insure@alexanderaviation.com or  Telephone:  800-432-8519. 
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