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LIST OF CONSOLIDATED CARRIERS PARTICIPANTS




Alaska Seaplane Service




Baker Aviation




Bellair, Inc.




Cape Smythe Air Service




Grant Aviation




Iliamna Air Taxi




Island Air Service




Katmaiair




L.A.B. Flying Service




Larry’s Flying Service




Olson Air Service




Servant Air




Skagway Air Service




Smokey Bay Air




Tanana Air Service




Taquan Air Service




Wings of Alaska




Wright Air Service
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[image: image1.png]AGENCY DISPLAY OF ESTIMATED BURDEN

The public reporting burden for this collection of information is estimated to average 30 minutes per response. If you
wish to comment on the accuracy of the estimate or make suggestions for reducing this burden, please direct your

U.S.Department of

_ comments to the Department of Transportation at the following address:
Transportation U.S. Department of Transportation
. . | Office of Aviation Analysis, X-56
Office of the Secretary 400 7th Street, SW.
of Transporiation . A

Washington, DC 20590

OMB No. 2106-0030 Expires 2-28-01
U.S. AIR CARRIERS
CERTIFICATE OF INSURANCE
POLICIES OF INSURANCE FOR AIRCRAFT ACCIDENT BODILY INJURY
AND PROPERTY DAMAGE LIABILITY

FILING INSTRUCTIONS: File an original of this form with the FAA, Air Transportation Div., AFS-200, 800 Independence Ave., SW., Washington, DC 20591.
NOTE: If Block 2B on the reverse is filled in because the insured is an air taxi operator conducting scheduled passenger service (i.e., a commuter air carrier),
file an original of this form with the Air Carrier Fitness Div., X-56, Office of Aviation Analysis, Depl. of Transportation, 400 7th St., SW., Washington, DC 20590.

{Please type information, except signatures.)

THIS CERTIFIES THAT:

(Name of Insurer)

has issued a policy or policies of Aircraft Liability Insurance to

. FAA Certificate Number,
(Name, address and FAA Certificate number of Insured U.S. Air Carrier)

effective from | until ten (10) days after written notice from the insurer or carrier of the intent
to terminate coverage is received by the Department of Transportation.

NOTE: Part 205 of the Department's Regulations does not allow for a predetermined termination date, and a certificate showing such a date
is unacceptable.

1. The Insurer {(Check One):

[ is licensed to issue aircraft insurance policies in the United States;
0 is licensed or approved by the government of to issue aircraft insurance policies; or
O is an approved surplus line insurer in the State(s) of

2. The insurer assumes, under the policy or policies listed below, aircraft accident liability insured to minimums at least equal to the
following during operation, maintenance, or use of aircraft in “air transportation” as that term is defined in 49 U.S.C. 40102.
(Complete applicable section{s) below):

A. U.S. AIR TAXI OPERATORS WITH PART 298 AUTHORITY ONLY
The aircraft covered by this policy are SMALL AIRCRAFT (i.e., with 60 or fewer passenger seats or with a maximum payload
capacity of 18,000 pounds or less). (Check separate or combined coverage as appropriate):

[J Separate Coverages:
Minimum Limit

Policy No. _Type of Liabilit __Each person Each Occurrence

Bodily Injury Liability

(Excluding Passengers) $ 75,000 $300,000

Passenger Bodily Injury $ 75,000 $75,000 x 75% of
total number of
passenger seats
installed in aircraft

Property Damage $100,000

[J Combined Coverage: This combined coverage is a single limit of liability for each occurrence at least equa? to the required
minimums stated above for bodily injury (excluding passengers), property damaged, and passenger bodily injury.

Policy No. Amount of Coverage

[J This policy covers CARGO operations only and excludes passenger liability insurance.
OST Form 6410
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[image: image2.png]B. U.S. COMMUTER AND CERTIFICATED AIR CARRIERS OPERATING SMALL AIRCRAFT
The aircraft covered by this policy are SMALL AIRCRAFT (i.e., with 60 or fewer passenger seats or with a maximum payload
capacity of 18,000 pounds or less). (Check separate or combined coverage as appropriate):

[J Separate Coverages: ____Minimum Limit
Policy No. Type of Liabilit
Combined Bodily Injury (Excluding Passengers other

Each person Each Occurrence

than cargo attendants) and Property Damage Liability $300,000 $2,000,000

Passenger Bodily Injury $300,000 $300,000 x 75% of
total number of
passenger seats

installed in aircraft
[0 Combined Coverage: This combined coverage is a single limit of liability for each occurrence at least equal to the required
minimums stated above for bodily injury (excluding passengers), property damaged, and passenger bodily injury.

Policy No. Amount of Coverage

[0 This policy covers CARGO operations only and excludes passenger liability insurance.

DT — e W A Pt e o - B Wb R 4O NP AN AN

C. U.S. CERTIFICATED AIR CARRIERS OPERATING LARGE AIRCRAFT
The aircraft covered by this policy are LARGE AIRCRAFT (i.e., with more than 60 passenger seats or with a maximum payload
capacity of more than 18,000 pounds). (Check separate or combined coverage as appropriate):

[J Separate Coverages: Minimum Limit
Policy No. Type of Liabilit | Each person Each Occurrence

Combined Bédily Injury (Excluding Passengers other

than cargo attendants) and Property Damage Liability $300,000 $20,000,000

Passenger Bodily Injury $300,000 $300,000 x 75% of
total number of
passenger seals

installed in aircraft

[1 Combined Coverage: This combined coverage is a single limit of liability for each occurrence at least equal to the required
minimums stated above for bodily injury (excluding passengers), property damaged, and passenger bodily injury.

Policy No. Amount of Coverage

(0 This policy covers CARGO operations only and excludes passenger liability insurance.

3. The policy or policies listed in this certificate insure(s) (Check One): Make and Model FAA or Foreign Flag
Registration No,

[] Operations conducted with all aircraft operated by the insured
[1 Operations conducted with the following types of aircraft:
(1 Operations with the following aircraft: (Use additional page if necessary)

e A4 PR A A AN e A = AT WYV I VI W et e

4. Each policy listed in this certificate meets or exceeds the requirements in 14 CFR Part 205.

o ———————— e e e ————————————————
(Name of insurer) (Name of Broker, if applicable)
e ———————————————————————————— o ———————————————
{Address) (Address)
WMWMWWWM g3 . 3 .
(City, State, Zip Code) (City, State, Zip Code)
“Contact (person who can verify the effectiveness of the coverage) (Officer or authorized representative)
/ /
(Area Code, Phone Number) (Area Code, Fax Number) (Area Code, Phone Number) (Area Code, Fax Number)

e ——————————————————— e ——————————————re et
{Signaturs)

(Signature, if applicable)
U — U —
{Date)

(Date)
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[image: image3.png]STATE OF ALASKA
AIR CARRIER CERTIFICATE OF COMPLIANCE

Certificate No. 03-276 Expires: November 20, 2003

WRIGHT AIR SERVICE, INC.

HAS MET THE REQUIREMENTS OF AS 02.40.010 AND AS 02.40.020 PERTAINING

TO AIR CARRIER FINANCIAL RESPONSIBILITY OF $150,000 PER SEAT FOR
BODILY INJURY OR DEATH IN A SINGLE OCCURRENCE AND $100,000

FOR PROPERTY DAMAGE IN A SINGLE OCCURRENCE FOR THE FOLLOWING
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Clarification of T-100 Reporting Standards

For the purposes of clarifying the data to be entered as Revenue Traffic in the T-100 segment and market, the following summary suggests those items to be included and excluded from the count.

Passengers

Only passengers paying a fare available to the general public in accordance with a published tariff shall be included in the Revenue Passenger count.  The count shall specifically exclude, for example, children for whom no passenger seat was purchased, employees who are traveling on company business, persons to whom free or reduced rate travel has been granted in conjunction with the business needs of the carrier, employees and guests traveling on free or reduced rate tickets for any purpose, persons for whom transportation is provided for free or on a reduced rate as part of a contest, promotion or charitable or other contribution, travel agents or tour guides traveling at free or reduced rates, law enforcement officials traveling at free or reduced rates, employees of the F.A.A. or any other government agency traveling at free or reduced rates, and flight crews of any carrier deadheading on the lines of the reporting carrier.  This list of persons to be excluded is not exhaustive, but merely illustrative of the types of persons who would not be counted as revenue passengers.
Baggage

Baggage consists of property of a passenger traveling on the carrier, and having the same origin and destination as the passenger.  Baggage may move before, after or at the same time as the passenger involved.  Baggage shall be entirely excluded from the T-100 reports regardless of how the baggage has been charged for.  For the purposes of reporting, there is no difference between free baggage and baggage for which a charge is applied.  Baggage which is charged for at freight rates is still baggage, and shall not be included as revenue freight on the T-100 reports.

Freight

Freight is non-mail property not accompanying or associated with a passenger movement.  Freight consists of property shipped in accordance with a published tariff available to the general public, with a different shipper and consignee.  Waybills with the same shipper and consignee are assumed to cover baggage shipments.  Revenue freight shall exclude, among other items, property that is company material, or is being transported at free or reduced rates for an employee or agent.  Property that is transported for consideration other than cash (trade-outs) shall be excluded.  Property shipped as a part of an agency or employment agreement, written or not, shall be excluded. 
Appendix E
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Excise Taxes
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Get forms and other information
faster and easier by:
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[image: image5.png]not included in any group is based on the charge
for each item separately. Do not include in the
tax base state or local sales or use taxes that are
separately stated on the taxpayer’s bill.

If the tax on toll telephone service is paid by

inserting coins in coin-operated telephones,
figure the tax to the nearest multiple of 5 cents.
When the tax is midway between 5-cent multi-
ples, the next higher multiple applies.

Prepaid telephone cards. A prepaid tele-
phone card is any card or any other similar
arrangement that allows its holder to get local or
toll telephone service and pay for those services
in advance. The tax is imposed when the card is
transferred by a telecommunications carrier to
any person who is not a telecommunications
carrier. The face amount of the card is the
amount paid for communications services. If the
face amount is not a dollar amount, see section
49.4251 -4 of the regulations.

Exemptions

Payments for certain services or payments from
certain users are exempt from the communica-
tions tax.

Installation charges. The tax does not apply
to payments received for the installation of any
instrument, wire, pole, switchboard, apparatus,
or equipment. However, the tax does apply to
payments for the repair or replacement of those
items incidental to ordinary maintenance.

Answering services. The tax does not apply
to amounts paid for a private line, an answering
service, and a one-way paging or message
service if they do not provide access to a local
telephone system and the privilege of telephonic
communication as part of the local telephone

system.

Mobile radio telephone service. The tax
does not apply to payments for a two-way radio
service that does not provide access to a local
telephone system.

Coin-operated telephones. The tax for local
telephone service does not apply to payments
made for services by inserting coins in public
coin-operated telephones. The tax for toll tele-
phone service also does not apply if the charge
is less than 25 cents. But the tax applies if the
coin-operated telephone service is furnished for
a guaranteed amount. Figure the tax on the
amount paid under the guarantee plus any fixed
monthly or other periodic charge.

Telephone-operated security systems. The
tax does not apply to amounts paid for tele-
phones used only to originate calls to a limited
number of telephone stations for security entry
into a building. In addition, the tax does not apply
to any amounts paid for rented communication

equipment used in the security system.

News services. The tax on toll telephone
service and teletypewriter exchange service
does not apply to charges for the following news
services.

e Services dealing exclusively with the col-
lection or dissemination of news for or
through the public press or radio or televi-
sion broadcasting.

e Services used exclusively in the collection
or dissemination of news by a news ticker

service furnishing a general news service
similar to that of the public press.

This exemption applies to payments received for
messages from one member of the news media
to another member (or to or from their bona fide
correspondents). For the exemption to apply,
the charge for these services must be billed in
writing to the person paying for the service and
that person must certify in writing that the serv-
ices are used for an exempt purpose.

Services not exempted. The tax applies to
amounts paid by members of the news media for
local telephone service. Toll telephone service
in connection with celebrities or special guests
on talk shows is subject to the tax.

Common carriers and communications
companies. The tax on toll telephone service
does not apply to WATS (wide area telephone
service) used by common carriers, telephone
and telegraph companies, or radio broadcasting
stations or networks in their business. A com-
mon carrier is one holding itself out to the public
as engaged in the business of transportation of
persons or property for compensation and offer-
ing its services to the public generally.

Military personnel serving in a combat zone.
The tax on toll telephone services does not ap-
ply to telephone calls originating in a combat
zone that are made by members of the U.S.
Armed Forces serving there if the person receiv-
ing payment for the call receives a properly
executed exemption certificate. The signed and
dated exemption certificate must contain all the
following information.

e The name of the member of the U.S.
Armed Forces performing services in the
combat zone who originated the call.

e The toll charges, point of origin, and name
of carrier.

e A statement that the charges are exempt
from tax under section 4253(d) of the In-
ternal Revenue Code.

e The name and address of the telephone
subscriber.

This exemption also applies to members of the
Armed Forces serving in a qualified hazardous
duty area. A qualified hazardous duty area in-
cludes an area only while the special pay provi-
sion is in effect for that area.

For information about areas designated a
combat zone or qualified hazardous duty area,
see Publication 3, Armed Forces’ Tax Guide.

International organizations and the Ameri-
can Red Cross. The tax does not apply to
communication services furnished to an interna-
tional organization or to the American National

Red Cross.

Nonprofit hospitals. The tax does not apply
to telephone services furnished to income
tax-exempt nonprofit hospitals for their use.
Also, the tax does not apply to amounts paid by
these hospitals to provide local telephone serv-
ice in the homes of their personnel who must be
reached during their off-duty hours.

Nonprofit educational organizations. The
tax does not apply to payments received for
services and facilities furnished to a nonprofit
educational organization for its use. A nonprofit

educational organization is one that satisfies all
the following requirements.

¢ |t normally maintains a regular faculty and
curriculum.

¢ |t normally has a regularly enrolled body of
pupils or students in attendance at the
place where its educational activities are
regularly carried on.

e |t is exempt from income tax under section
501(a) of the Internal Revenue Code.

This includes a school operated by an organiza-
tion exempt under section 501(c)(3) of the Inter-
nal Revenue Code if the school meets the above
qualifications.

Federal, state, and local government. The
tax does not apply to communication services
provided to the government of the United States,
the government of any state or its political subdi-
visions, the District of Columbia, or the United
Nations. Treat an Indian tribal government as
a state for the exemption from the communica-
tions tax only if the services involve the exercise
of an essential tribal government function.

Exemption certificate. Any form of exemp-
tion certificate will be acceptable if it includes all
the information required by the Internal Revenue
Code and Regulations. File the certificate with
the provider of the communication services.

The following users that are exempt from the
communications tax do not have to file an an-
nual exemption certificate after they have filed
the initial certificate to claim an exemption from
the communications tax.

e The American National Red Cross and
other international organizations.

e Nonprofit hospitals.

e Nonprofit educational organizations.

e State and local governments.

The federal government does not have to file
any exemption certificate.

All other organizations must furnish exemp-
tion certificates when required.

Credits or Refunds

If tax is collected and paid over for certain serv-
ices or users exempt from the communications

tax:

1) The collector may claim a credit or refund
if it has:

a) Repaid the tax to the person from
whom the tax was collected, or

b) Obtained the consent of that person to
the allowance of the credit or refund, or

2) The person who paid the tax may claim a
refund.

For information on forms used to claim a credit
or refund, see Credits and Refunds, later.

Air Transportation Taxes

Taxes are imposed on amounts paid for all the
following services.

e Transportation of persons by air.

Page 5
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[image: image6.png]e Use of international air travel facilities.
e Transportation of property by air.

Transportation of
Persons by Air

The tax on transportation of persons by air is
made up of the following two parts.

® The percentage tax.
® The domestic-segment tax.

Percentage tax. A tax of 7.5% applies to
amounts paid for taxable transportation of per-
sons by air. Amounts paid for transportation
include charges for layover or waiting time and
movement of aircraft in deadhead service.

Mileage awards. The percentage tax may
apply to an amount paid (in cash or in kind) to an
air carrier (or any related person) for the right to
provide mileage awards for, or other reductions
in the cost of, any transportation of persons by
air. For example, this applies to mileage awards
purchased by credit card companies, telephone
companies, restaurants, hotels, and other busi-
nesses.

Generally, the percentage tax does not apply
to amounts paid for mileage awards where the
mileage awards cannot, under any circum-
stances, be redeemed for air transportation that
is subject to the tax. Until regulations are issued,
the following rules apply to mileage awards.

e Amounts paid for mileage awards that
cannot be redeemed for taxable transpor-
tation beginning and ending in the United
States are not subject to the tax. For this
rule, mileage awards issued by a foreign
air carrier are considered to be usable
only on that foreign air carrier and thus not
redeemable for taxable transportation be-
ginning and ending in the United States.
Therefore, amounts paid to a foreign air
carrier for mileage awards are not subject
to the tax.

® Amounts paid by an air carrier to a domes-
tic air carrier for mileage awards that can
be redeemed for taxable transportation
are not subject to the tax to the extent
those miles will be awarded in connection
with the purchase of taxable transporta-
tion.

e Amounts paid by an air carrier to a domes-
tic air carrier for mileage awards that can
be redeemed for taxable transportation
are subject to the tax to the extent those
miles will not be awarded in connection
with the purchase of taxable transporta-

tion.

Domestic-segment tax. The domestic-seg-
ment tax is a flat dollar amount for each segment
of taxable transportation for which an amount is
paid. However, see Rural airports, later. A seg-
ment is a single takeoff and a single landing.
The domestic-segment tax is $3.00 per segment
that begins during 2003.

Example. In January 2003, Frank Jones
pays $264 to a commercial airline for a flight in
January from Washington to Chicago with an
intermediate stop in Cleveland. The flight com-
prises two segments. The price includes the

Page 6

$240 fare and $24 excise tax [($240 x 7.5%) + (2
x $3.00)] for which Frank is liable. The airline
collects the tax from Frank and pays it over to
the government.

Charter flights. If an aircraft is chartered,
the domestic-segment tax for each segment of
taxable transportation is figured by multiplying
the tax by the number of passengers trans-
ported on the aircraft.

Example. In March 2003, Tim Clark pays
$1,117 to an air charter service to carry 7 em-
ployees from Washington to Detroit with an in-
termediate stop in Pittsburgh. The flight
comprises two segments. The price includes the
$1,000 charter payment and $117 excise tax
[($1,000 x 7.5%) + (2 x $3.00 x 7 passengers)]
for which Tim is liable. The charter service col-
lects the tax from Tim and pays it over to the
government.

Rural airports. The domestic-segment tax
does not apply to a segment to or from a rural
airport. An airport is a rural airport for a calendar
year if it satisfies both the following require-
ments.

1) Fewer than 100,000 commercial passen-
gers departed from the airport during the
second preceding calendar year.

2) Either of the following statements is true.

a) The airport is not located within 75
miles of another airport from which
100,000 or more commercial passen-
gers departed during the second pre-
ceding calendar year.

b) The airport was receiving essential air
service subsidies as of August 5, 1997.

Revenue Procedure 98— 18 in Cumulative Bul-
letin 19981 is the most recent list of rural
airports published by the IRS. An updated list
can be found on the Department of Transporta-
tion web site at www.bts.gov/oai/rural.html.

Taxable transportation. Taxable transporta-
tion is transportation by air that meets either of
the following tests.

e |t begins and ends either in the United
States or at any place in Canada or Mex-
ico not more than 225 miles from the near-
est point on the continental United States
boundary (this is the 225-mile zone).

e It is directly or indirectly from one port or
station in the United States to another port
or station in the United States, but only if it
is not a part of uninterrupted international
air transportation, discussed later.

Round trip. A round trip is considered two
separate trips. The first trip is from the point of
departure to the destination. The second trip is
the return trip from that destination.

Uninterrupted international air
transportation. This means transportation
entirely by air that does not begin and end in the
United States or in the 225-mile zone if there is
not more than a 12-hour scheduled interval be-
tween arrival and departure at any station in the
United States. For a special rule that applies to
military personnel, see Exemptions from tax,

later.

Transportation between the continental
U.S. and Alaska or Hawaii. This transporta-
tion is partially exempt from the tax on transpor-
tation of persons by air. The tax does not apply
to the part of the trip between the point at which
the route of transportation leaves or enters the
continental United States (or a port or station in
the 225-mile zone) and the point at which it
enters or leaves Hawaii or Alaska. Leaving or
entering occurs when the route of the transpor-
tation passes over either the United States bor-
der or a point 3 nautical miles (3.45 statute
miles) from low tide on the coast line, or when it
leaves a port or station in the 225-mile zone.
Therefore, this transportation is subject to the
percentage tax on the part of the trip in U.S.
airspace, the domestic-segment tax for each
domestic segment, and the tax on the use of
international air travel facilities, discussed later.

Transportation within Alaska or Hawaii.
The tax on transportation of persons by air ap-
plies to the entire fare paid in the case of flights
between any of the Hawaiian Islands, and be-
tween any ports or stations in the Aleutian |s-
lands or other ports or stations elsewhere in
Alaska. The tax applies even though parts of the
flights may be over international waters or over
Canada, if no point on the direct line of transpor-
tation between the ports or stations is more than
225 miles from the United States (Hawaii or
Alaska).

Package tours. The air transportation taxes
apply to “complimentary” air transportation fur-
nished solely to participants in package holiday
tours. The amount paid for these package tours
includes a charge for air transportation even
though it may be advertised as “free.” This rule
also applies to the tax on the use of international
air travel facilities, discussed later.

Liability for tax. The person paying for taxa-
ble transportation is liable for the tax and, ordi-
narily, the person receiving the payment collects
the tax, files the returns, and pays the tax over to
the government. However, if payment is made
outside the United States for a prepaid order,
exchange order, or similar order, the person
furnishing the initial transportation provided for
under that order must collect the tax.

A travel agency that is an independent
broker and sells tours on aircraft that it charters
must collect the transportation tax, file the re-
turns, and pay the tax over to the government.
However, a travel agency that sells tours as the
agent of an airline must collect the tax and remit
it to the airline for the filing of returns and for the
payment of the tax over to the government.

The fact that the aircraft does not use public
or commercial airports in taking off and landing
has no effect on the tax. But see Certain helicop-
ter uses, later.

For taxable transportation that begins and
ends in the United States, the tax applies re-
gardless of whether the payment is made in or
outside the United States.

If the tax is not paid when payment for the
transportation is made, the air carrier providing
the initial segment of the transportation that be-
gins or ends in the United States becomes liable

for the tax.

Exemptions from tax. The tax on transporta-
tion of persons by air does not apply in the
following situations. See also Special Rules on

Transportation Taxes, later.
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[image: image7.png]Military personnel on international trips.
When traveling in uniform at their own expense,
United States military personnel on authorized
leave are deemed to be traveling in uninter-
rupted international air transportation (defined
earlier) even if the scheduled interval between
arrival and departure at any station in the United
States is actually more than 12 hours. However,
such personnel must buy their tickets within 12
hours after landing at the first domestic airport
and accept the first available accommodation of
the type called for by their tickets. The trip must
begin or end outside the United States and the
225-mile zone.

Certain helicopter uses. The tax does not
apply to air transportation by helicopter if the
helicopter is used for any of the following pur-
poses.

1) Transporting individuals, equipment, or
supplies in the exploration for, or the de-
velopment or removal of, hard minerals,
oil, or gas.

2) Planting, cultivating, cutting, transporting,
or caring for trees (including logging oper-
ations).

3) Providing emergeney medical services.

However, during a use described in items (1)
and (2), the tax applies if the helicopter takes off
from, or lands at, a facility eligible for assistance
under the Airport and Airway Development Act
of 1970, or otherwise uses services provided
under section 44509 or 44913(b) or subchapter |
of chapter 471 of title 49, United States Code.
For item (1), treat each flight segment as a
separate flight.

Fixed-wing air ambulance. The tax does
not apply to air transportation by fixed-wing air-
craft if used for emergency medical services.
The aircraft must be equipped for and exclu-
sively dedicated on that flight to acute care
emergency medical services.

Skydiving. The tax does not apply to any air
transportation exclusively for the purpose of
skydiving.

Bonus tickets. The tax does not apply to
free bonus tickets issued by an airline company
to its customers who have satisfied all require-
ments to qualify for the bonus tickets. However,
the tax applies to amounts paid by customers for
advance bonus tickets when customers have
traveled insufficient mileage to fully qualify for
the free advance bonus tickets.

Use of International
Air Travel Facilities

A $13.40 tax per person is imposed on amounts
paid during 2003 (whether in or outside the
United States) for international flights that begin
or end in the United States. However, for a
domestic segment that begins or ends in Alaska
or Hawaii, a $6.70 tax per person applies only to
departures. This tax does not apply if all the
transportation is subject to the percentage tax,
discussed earlier.

Transportation of
Property by Air

A tax of 6.25% is imposed on amounts paid
(whether in or outside the United States) for
transportation of property by air. The fact that
the aircraft may not use public or commercial
airports in taking off and landing has no effect on
the tax. The tax applies only to amounts paid to
a person engaged in the business of transport-
ing property by air for hire.

The tax applies only to transportation (includ-
ing layover time and movement of aircraft in
deadhead service) that begins and ends in the
United States. Thus, the tax does not apply to
transportation of property by air that begins or
ends outside the United States.

Exemptions from tax. The tax on transporta—‘

tion of property by air does not apply in the
following situations. See also Special Rules on
Transportation Taxes, later.

Cropdusting and firefighting service. The
tax does not apply to amounts paid for cropdust-
ing or aerial firefighting service.

Exportation. The tax does not apply to
payments for transportation of property by air in
the course of exportation (including to United
States possessions) by continuous movement,
as evidenced by the execution of Form 1363,
Export Exemption Certificate. See Form 1363
for more details.

Certain helicopter and fixed-wing air am-
bulance uses. The tax does not apply to
amounts paid for the use of helicopters in con-
struction to set heating and air conditioning units
on roofs of buildings, to dismantie tower cranes,
and to aid in construction of power lines and ski
lifts.

The tax also does not apply to air transporta-
tion by helicopter or fixed-wing aircraft for the
purpose of providing emergency medical serv-
ices. The fixed-wing aircraft must be equipped
for and exclusively dedicated on that flight to
acute care emergency medical services.

Skydiving. The tax does not apply to any air
transportation exclusively for the purpose of
skydiving.

Excess baggage. The tax does not apply to

excess baggage accompanying a passenger on
an aircraft operated on an established line.

Alaska and Hawaii. For transportation of
property to and from Alaska and Hawaii, the tax
in general does not apply to the portion of the
transportation that is entirely outside the conti-
nental United States (or the 225-mile zone if the
aircraft departs from or arrives at an airport in
the 225-mile zone). But the tax applies to flights
between ports or stations in Alaska and the
Aleutian Islands, as well as between ports or
stations in Hawaii. The tax applies even though
parts of the flights may be over international
waters or over Canada, if no point on a line
drawn from where the route of transportation
leaves the United States (Alaska) to where it
reenters the United States (Alaska) is more than
225 miles from the United States.

Liability for tax. The person paying for taxa-
ble transportation is liable for the tax and, ordi-
narily, the person engaged in the business of
transporting property by air for hire receives the
payment, collects the tax, files the returns, and
pays the tax over to the government.

If tax is not paid when a payment is made
outside the United States, the person furnishing
the last segment of taxable transportation col-
lects the tax from the person to whom the prop-
erty is delivered in the United States.

Special Rules on
Transportation Taxes

In certain circumstances, special rules apply to
the taxes on transportation of persons and prop-

erty by air.

Aircraft used by affiliated corporations.
The taxes do not apply to payments received by
one member of an affiliated group of corpora-
tions from another member for services fur-
nished in connection with the use of an aircraft.
However, the aircraft must be owned or leased
by a member of the affiliated group and cannot
be available for hire by a nonmember of the
affiliated group. Determine whether an aircraft is
available for hire by a nonmember of an affiliated
group on a flight-by-flight basis.

An affiliated group of corporations, for this
rule, is any group of corporations connected with
a common parent corporation through 80% or
more of stock ownership.

Small aircraft. The taxes do not apply to
transportation furnished by an aircraft having a
maximum certificated takeoff weight of 6,000
pounds or less. However, the taxes do apply if
the aircraft is operated on an established line.
“Operated on an established line” means the
aircraft operates with some degree of regularity
between definite points.

Consider an aircraft to be operated on an
established line if it is operated on a charter
basis between two cities also served by that
carrier on a regularly scheduled basis.

Mixed load of persons and property. If a
single amount is paid for air transportation of
persons and property, the payment must be
allocated between the amount subject to the tax

on transportation of persons and the amount

subject to the tax on transportation of property.
The allocation must be reasonable and sup-

ported by adequate records.

Credits or Refunds

If tax is collected and paid over for air transporta-
tion that is not taxable air transportation, the
collector may claim a credit or refund if it has
repaid the tax to the person from whom the tax
was collected or obtained the consent of that
person to the allowance of the credit or refund.
Alternatively, the person who paid the tax may
claim a refund. For information on forms used to
claim a credit or refund, see Credits and Re-

funds, later.

Fuel Taxes

Excise taxes are imposed on all the following
fuels.

e Gasoline.
e Gasohol.
e Diesel fuel.

Page 7




Appendix F

Page 1 of 1

Excise Tax/T-100 Report Conversion Form

Because there is no direct correlation between Excise Taxes collected and remitted and the Revenue Passengers and Revenue Freight of a carrier, a carrier should have or quickly be able to create a single form which correlates the information supporting the Excise Tax report with the T-100 report.  This report should be able to display for analysis at least the following information for all traffic for which Excise Tax is collected.
1. Date of Transportation

2. Origin Point of Passenger or Freight

3. Destination Point of Freight

4. Revenue or Non-Revenue Status (Check Box or Yes/No)

5. Name of Passenger or Shipper of Freight

6. Ticket or Waybill Number or Identifier

7. Number of Passengers Transported (0 or number of persons on ticket)

8. Actual or Dimensional Weight of Shipment (whichever greater)

9. Fare or Rate Paid for Transportation (excluding taxes)

10. Segment Tax Paid for Passenger

11. 7.5% Tax Paid for Passengers

12. 6.25% Tax Paid for Freight

13. Flight Log Number or Flight Identifier

14. Aircraft Registration Number 

All of these data must be collected on one form or another in base data.  This form would correlate Revenue Traffic and Excise Taxes paid.  For any given period, the sum of all passengers or freight weight in a directional market shown on this form should equal that shown on the T-100 market report.  The sum of all excise taxes collected on all traffic, revenue or non-revenue, should equal the amount of taxes collected and remitted.

Appendix G
Page 1 of 5
Correspondence Relating to Rate Paid

 for Service Actually Provided

The correspondence on the following pages reflects answers from the Department of Transportation to questions about the application of mail pay rates in a situation where a different and lower pay rate could be applied to a bush service.  The Department’s consistent and unequivocal position is that the Postal Service shall pay the rate for the service actually provided, subject to the ability of any higher rates carrier to equalize to the lowest authorized rate.  If mainline service is not actually being provided, then the Postal Service shall pay the bush rate for all mail transported even if an equalization notice had previously be filed when mainline service was actually being provided.
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SERVICES FOR THE TRANSPORTATION INDUSTRY
P.O. Box 7341, Bellevue, WA 98008 (206) 641-8243

January 11, 1989

Sam Podberesky
Assistant General Counsel for
Aviation Enforcement and Proceedings

Room 4116
Department of Transportation

400 7th Street, SW L
Washington, D.C. 20590 AT

Dear Mr. Podberesky:

On behalf of a numpber of air carriers in Alaska, I am seeking your interpreta-
tion of the "equalization" provisions of the intra-Alaska bush mail rate orders.
Equalization s been authorized from the time that separate bush and mainline
rates were established in 1981. The most recent order addressing equalization,
Order 88-4-27, finds that "The carriers should retain the discretion to equalize

to the lowest available service mail rate in competitive markets". (emphasis
added)

Department and Board orders have always addressed the right of a carrier to
equalize rates on a market-by-market basis, and have never considered routing of
actual aircraft. This question has been raised by the refusal of the Postal
Service to allow equalization, or tender mail to bush carriers unless they oper-
ate over an identical routing to the carrier being equalized to. This refusal
not only deprives carriers of the rights granted in the mail rate orders, but

reduces the actual service in the markets at issue.

The markets at issue typically involve a mail dispatch point and a bush point
receiving its only direct service by bush aircraft. A mainline carrier will
initiate service between the mafl dispatch point and a more distant connecting
hub, and then backhaul to the destination by bush aircraft. If the bush desti-
nation is closer to the connecting point than the dispatch point, the total rate
is often less than the dispatch-to-destination bush rate. Postal Service prac-
tice 1is to tender all mail to the mainline carrier, and refuse to allow bush
carriers to equalize to the combination rate in effect.

The Postal Service has explained that it is incapable of allowing bush carriers
to equalize to combination rates because the computer program used to generate
payments does not allow for equalization to those rates. Such refusal not only
deprives the bush carriers of their rightful share of traffic, but means that
all mail is carried over a more circuitous and connecting route.

Even more ironic, while the payment program precludes dispatch to direct bush
flights, it encourages bush carriers to participate in the circuitous routing on
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an interline basis. If a bush carrier initiates service between the connecting
point and the bush destination, it will receive equitable tender over the route.
If it offers direct service between the origin and destination, it gets nothing.

Would you please advise us of your interpretation of the intent and meaning of
the equalization provisions of the bush mail rate? Recent changes in Alaska
have 1increased the practice of combination routings to the detriment of direct
routings. Your prompt response is appreciated.

Sincerely,

,r'

<¢( /"\
Hank Myers
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MAR 2 7 1989

Mr. Hank Myers
Myers & Company
P.O. Box 7341 t

Bellevue, Washington 98008

DEPARTMCAT GF TRANSFORTATION
Dear Mr. Myers: | ALASKA FIELD OFFICE

Since this office reviews the legal aspects of the Department’s
service mail rate functions, Mr. Podberesky, the Assistant General
Counsel for Aviation Enforcement and Proceedings, has referred
your letter regarding the scope of mail rate equalization
authority in Alaska to me for reply. My response reflects the
clarifications you made in your second letter, addressed to

Mr. Myers of this office.

On behalf of a number of Alaskan air carriers, you have asked
whether an alleged refusal by the Postal Service to allow bush
aircraft operators to equalize their applicable bush rate with a
lower combination of mainline and bush rates over a less direct
routing is consistent with the equalization provisions of Order
82-11-108 and subsequent intra-Alaska bush mail rate orders.

In my opinion it is not.

Specifically, you cite a practice of refusing to allow bush
aircraft operators providing direct service to a bush point to
equalize with a combination rate consisting of mainline service to
a connecting hub and bush service to the destination point.
Apparently, notwithstanding the additional mileage of the combined
service, the lower mainline rate component often results in a
lower overall rate to the bush destination point and, in such
instances, the Postal Service will not permit the direct service
bush aircraft operator to match the lower combination rate because

the computer program used to generate payments does not allow for
equalization to those rates. You state your belief that such
refusal deprives bush carriers of mail traffic access contemplated
by the mail rate provisions and discourages direct air service to
bush points in favor of more circuitous, connecting service.

A review of the pertinent authority indicates quite clearly that
equalization is authorized in such instances, and that the Postal
Service must find some way of accommodating properly filed notices
of equalization. Order 83-10-28, in particular, contains an
extensive discussion of the intended scope of equalization
authority within Alaska. 1In describing the application of that
authority, the CAB noted that most mail to bush points moves over
both mainline and bush routes:
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[image: image11.png]It originates at a mainline point and moves on large aircraft
to a bush hub where it is transferred to a small bush
aircraft for carriage to its destination. If there are two
different routings available from a mainline point of origin
to a bush destination, without equalization authority all
mail will move only over the routing which results in the

lowest charge to the Postal Service.

While the equalization in that case involved two combination
rates, with the more circuitous combination attempting to match
the less circuitous combination to a particular destination point,
the Board’'s focus on the overriding importance of promoting new
carriers, new service, and increased routing flexibility between
points in Alaska under its "procompetitive mandate" leaves no

doubt that the equalization provisions in Order 82-11-108 also
authorize the equalization of a bush to a mainline rate or a bush

to a combination rate, regardless of connections, routing or
mileage. Order 85-7-28 further emphasized this procompetitive

thrust by stating that "competing carriers may also equalize on a
per-flight basis" and Order 88-4-27 reaffirmed that "the carriers

should retain the discretion to equalize to the lowest available

service mail rate in competitive markets." For this purpose, a
market must be viewed as the true origin and destination of a mail

dispatch.

If anything, the CAB’s concerns would be even more pertinent
where, as here, a refusal to acknowledge equalization rights on
its face serves to keep bush carriers attempting to provide direct

or less circuitous online service to a bush point from competing
with more circuitous interline service for a fair and equitable
distribution of the mail traffic to that point.

Finally, in Order 83-10-28, the CAB specifically found that the
"adverse competitive consequences" of narrowing or eliminating the
equalization authority greatly outweighed the administrative
convenience to the Postal Service of being able to reduce the

number of service proposals it must evaluate.

I hope this letter is responsive to your legal concerns.

Sincerely,

Donald H. Horn
Assistant General Counsel for

International Law

ccé U.S. Postal Service




Appendix H

Page 1 of 1
D.O.T. Order Rejecting Use of Aircraft

Not Actually Used in Mail Transport

Order 2000-8-14 To Be Supplied
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Special Cost Studies for Rate Development

It is suggested that the Bush Mail Rate be a multi-element rate consisting of a line-haul charge that varies with distance hauled, and a terminal charge based on weight (number of pounds) enplaned.  The initial linehaul rate shall be based on the percentage of linehaul (direct) expenses allocated to the transportation of mail for all carriers and aircraft covered by a specific rate, and divided by the number of revenue ton miles of mail transported under that class by those carriers.  Adjustment of linehaul rates would be calculated on the net change in cost per revenue ton mile of traffic transported by the carriers covered by the rate.  Terminal charges would be based on the percentage of terminal (indirect) expenses allocated to the handling of mail for all carriers covered by the rate divided by the number of mail pounds enplaned.  Adjustment of terminal charges would be based on the net change in cost per revenue ton enplaned by the carriers covered by the rate.
For both linehaul and terminal charges, the cost pools shall consist of three parts.  All costs that are not required in order to transport or qualify for tender of mail shall be excluded from consideration.  All costs directly related only to the handling or transportation of mail, or in meeting requirements of the Postal Service with no benefit to other classes of traffic shall be paid entirely through mail rates.  These rates shall be allocated on the basis of cost per revenue ton mile or pound enplaned as appropriate.  All other costs shall be allocated as described above.
The costs specifically allocated for payment entirely by the Postal Service shall include, but not be limited to, the cost of landings and takeoffs made at points where no traffic was deplaned or enplaned so that the carrier could exhibit an adherence to schedule, the costs of having and maintaining a mail holding facility meeting the requirements of the Postal Service where only mail is held and handled, any special facility costs related to the provisions of the PO-508 not required for other classes of traffic, the cost of bush agents whose only responsibility and whose rate of pay is based on the handling and delivery of mail, the cost of any special reports or recordkeeping related solely to compliance with 39USC5402, and any other cost which can be shown would not have occurred but for the requirements to transport mail alone.
The special studies to be performed by all or a representative sample of air carriers should include:

1. The number of takeoffs and landings and the incremental time taken to serve a point on a flight where no revenue traffic of any sort was deplaned or enplaned so that the carrier could meet the requirements of the Postal Service to adhere to the carrier’s schedule.
Appendix I
Page 2 of 2

2. All expenses associated with a facility having the sole purpose of storing or protecting mail to the exclusion of other classes of traffic (freight, passengers, baggage)
3. All expenses associated with employees or agents whose sole responsibility and basis of employment is handling or transportation of mail, and whose pay is based at least in part on the volume of mail handled or transported.

4. Calculation and proration of all traffic on flights departing from a mail hub (away from the direction of the hub) weighted by the loading priority assigned to the class of traffic.

Appendix J
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Selected Pages from Presentation by

U.S. Postal Service on Non-Bypass 

Mail Tender Procedures

The following pages are from a presentation made by the U.S. Postal Service to bush air carriers at a meeting held on May 15, 2003 in Juneau, AK.  In that presentation, the Postal Service announced that it would apply the criteria specified for the tender and distribution of bypass mail to the tender and distribution of non-bypass mail, including the requirement for maintaining a specific market share of passenger or freight traffic.

The Postal Service makes no differentiation in the presentation between carriers or markets in which bypass mail is carried, and those markets where no bypass is carried.  The presentation refers to “All Carriers” when describing the eligibility requirements for tender, and establishes the three mail pools in all markets and at all hubs.
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Proposed PO-508 Changes

At the annual convention of the Alaska Air Carriers Association in February, 2003, the Postal Service announced immediate implementation of the changes in the PO-508 shown below, and stated that there would be a complete rewriting of the Procedures Manual before November 3, 2003.  No copy of the manual with the new changes already made has been made to the air carriers or other interested parties.

Transmittal Changes to the P0-508     (Distributed 2/27/2003 at A.A.C.A. Convention)

Effective Immediately
1-3.2 Minimum Requirements (p. 2)

Replace the entire section with the following.

The following are the minimum requirements for a carrier to be eligible to carry bypass mail:

a. hold a certificate of public convenience and necessity issued under section 49 USC 41102 (a);

b. operate at least 3 scheduled flights each week to any destination point;

c. exhibit an adherence to such scheduled flights; and

d. have provided scheduled service with at least 3 scheduled (non-contract) flights per week between two points within the State of Alaska for at least 12 consecutive months with aircraft—

(i)
up to 7,500 pounds payload capacity before being selected as a carrier of nonpriority bypass mail at an applicable intra-Alaska bush service mail rate.

(ii)
up to 7,500 pounds payload capacity before being selected as a carrier of nonpriority bypass mail at the intra-Alaska mainline service mail rate.

1-3.2.1 Schedule Adherence (new section p.2)

A carrier exhibits adherence to a schedule by operating that schedule for each one-week period. Carriers that fail to maintain their scheduled weekly frequencies within a market without a satisfactory explanation will lose tender in that market for one month for a first offense, for six months for a second offense in a market and for 1 year for a third offense in a market.
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1-3.2.2 Exceptions (new section p. 2)

The Postal Service may select a carrier other than an existing mainline carrier for mail tender if the Postal Service determines that the mail service provided by existing mainline carriers remains deficient after it has notified the carriers in writing and has allowed a 30-day correction period. (See section 6-2.4.2.4 Non-Beneficial Service)

2-3.4.2 Equalization of Rates (p. 5)

Equalization occurs when a carrier using bush aircraft between an origin and a destination files with the DOT a notice of intent to equalize. By making that filing, the equalizing carrier accepts the lowest existing rate of pay in the market.

A composite rate (see Appendix F) is paid to an equalized bush carrier for a direct flight from an acceptance point to a bush destination beyond a hub point, if the result will be no degradation of passenger, freight, and/or mail service in and out of the hub. This rate is based on the mainline linehaul rate paid to the hub plus the lowest bush linehaul rate paid in the State of Alaska for the distance traveled from the hub point to the destination point. A single origin terminal handling is paid at the mainline terminal handling rate.

2-3.5.1 General (p. 6)

The Postal Service determines whether it will utilize equalized service for the transport of in-house non Priority Mail and Priority Mail. Upon receipt of a notice of intent to equalize from the DOT, the Postal Service reviews the service and cost impacts associated with the equalized service using the guidelines below.

2-3.5.1.1 Equalization on Mainline Routes (new section p. 6)

In order to receive equitable tender of bypass mail on a route between an acceptance point and a hub or between an acceptance point and a final destination in which a mainline carrier begins service, a carrier must qualify under 1-3.2 (Minimum Requirements) and have provided for the past six months, and continue to provide, at least 20 percent of the passenger service.

In order to receive equitable tender of bypass mail on a route between a hub and a final destination in which a mainline carrier begins service, a carrier must qualify under 1-3.2 (Minimum Requirements) and a) if a bush passenger carrier, have provided for the past six months, and continue to provide, at least 20 percent of the passenger service or b) if a nonmail freight carrier, have provided for the past six months, and continue to provide, at least 25 percent of the nonmail freight service for the past six months.

Continuity of service for this purpose will be measured in three-month increments beginning on January 1, April 1, July 1, and October 1. Carriers first becoming eligible
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 (that is, eligible for bypass mail after the six months) will be placed into the normal quarterly evaluation at the next opportunity.

2-3.5.2.3 Capacity (p. 6)

Delete Note in its entirety.

2-3.5.3 Cost Implications (p.2)

Replace current language in entirety with the following.

The Postal Service will consider the operational, administrative, and other indirect costs in addition to the service factors in 2-3.5.2.

3-2.1 Transportation of Mail (p. 9)

Substitute the following for section a)

a. Adhere to their scheduled service as submitted to the Official Airline Guide (OAG). (See 3-2.3). Scheduled service means:

b. Flights are operated in common carriage available to the general public under a published schedule;

c. flight schedules are announced in advance in systems specified by the Postal Service, in addition to the Official Airline Guide or the air cargo equivalent of that Guide;

d. flights depart whenever passengers, freight, or mail are available in any number or quantity for a flight; and

e. customers contract for carriage separately on a regular basis.

The Postal Service requires that published flight schedules be adhered to unless no mail has been tendered within the defined tender time limitations prior to the flight departure on the day of the flight.

m. Submit all forms, reports, or mail-related information as required by the Postal Service and the Department of Transportation. The information required includes, but is not limited to, the filed schedules, added schedules, schedule performance, pounds of Priority and non-Priority mail, and aircraft tail number for each trip flown. Carriers that submit late, inaccurate, or no data will lost tender of mail until the data requirements have been met.
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3-2.8 Code Share (replace NASS Conversion p. 12)

Carriers operating under a code share agreement must (for the purposes of mail only) convert and display in the OAG the code of the carrier who actually transports the mail. Carriers will be evaluated for tender based on the identity and certification of the carrier who transports the mail.

6-2.1.2.1 Types of Mail (p. 26)

Add to current section...

Non-priority service mail consists of bypass mail (see Chapter 8) and in-house non-priority mail.

6-2.4.1.1 Fair and Reasonable Division (p. 28)

Replace current paragraph with the following.

When two or more carriers in the same passenger or non-mail freight distribution pool established pursuant to 39 USC 5402 (h) and (i) (see Appendix 1) serve the same point with equivalent service in terms of requirements and cost, the mail is distributed equitably between the carriers. Equitable distribution requires a fair and reasonable — but not necessarily equal — division of mail between such carriers.

Notwithstanding the forgoing, the Postal Service retains the right to dispatch in-house non-priority mail using methods it determines sensible to maintain efficiencies and service, control costs, and to promote competition. See also 2-5 concerning equalization.

6-2.4.1.2 Distribution Pools (p. 28)

Add this new section and renumber following sections.

Initial entry and classification into distribution pools will be determined by the preceding 12 months of data (see Appendix I). After the initial classification, the Postal Service will recalculate these pools quarterly, starting at the beginning of the calendar. Carriers that enter a market during a quarterly period, shall have their status evaluated in a market after they complete their term of eligibility using the time frame coinciding with their actual entry in the market. After the initial evaluation, carriers will be evaluated on the quarterly calendar.

6-2.4.1.2 Favorable Pay Rate (p. 28)

Renumber as 6-2.4.1.3 and replace current paragraph with the following.

In competitive situations, the Postal Service considers two additional factors, direct and indirect costs. Direct costs mean the actual rate paid to the carrier by the Postal Service.
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 Indirect costs include: indirect impact on the class rate, administrative costs, and mail processing costs. In these situations, the dispatch of the mail to the carriers causing less impact on costs is justified because of the more favorable pay rate to the Postal Service. Any evaluation of a carrier’s service will include the cost of that service to the Postal Service as compared to alternative modes of transportation.

6-2.4.2.4 Non-Beneficial Service (p. 31)

Add a new paragraph after the existing one.

Deficient service occurs when: a) within two consecutive weeks less than 100% of the mail tendered is delivered to the destination/interline carrier within the transit window; b) service performance is erratic

during any 30-day period, or c) at any time mail is transferred to another carrier with the result that the mail is not transported within the original transit window. (See section 1-3.2.1 Exceptions)

Appendix F- (p. 75)

Add:

Available passenger seats — seats that are installed, insured, and offered for sale to the public.

Composite rate (replace):

Composite rate (replace) — The rate paid to an equalized bush carrier who flies from an acceptance point directly to a bush point. The rate is based on the mainline linehaul rate paid to the hub, plus the lowest bush linehaul rate paid to bush carriers in the State of Alaska for the distance traveled from the hub point to the destination point. A single origin terminal handling is paid at the mainline terminal handling rate.

Equalized rates (replace):

Equalized rates — Rates that apply when an air carrier using bush aircraft and being compensated at a higher rate elects to equalize to the lowest rate in a market or a composite rate.

Add:

In-house non-priority mail — Non-priority mail other than bypass mail.

Add:

Nonscheduled service — Services pursuant to the charter or hiring of aircraft, other revenue services not constituting an integral part of services performed pursuant to published schedules, and related nonrevenue flights.
