BEFORE THE

DEPARTMENT OF TRANSPORTATION

OFFICE OF THE SECRETARY

WASHINGTON, DC

__________________________________________








)

In the matter of the




)








)


INTRA-ALASKA BUSH SERVICE
)


 Docket 14694


CLASS MAIL RATE


)







)

Reply of the Consolidated Seaplane Carriers

)

To the Answer of the U.S. Postal Service

)
__________________________________________)
REPLY OF THE

CONSOLIDATED SEAPLANE CARRIERS

TO THE ANSWER OF THE
U.S. POSTAL SERVICE

Communications with respect to this document should be addressed to:
Hank Myers

Principal Consultant

MTC

P.O. Box 7341

Bellevue, WA  98009-1341

Office (425) 641-8243

Fax (425) 649-0904

Email hank@mtcworld.com
February 2, 2007
BEFORE THE

DEPARTMENT OF TRANSPORTATION

OFFICE OF THE SECRETARY

WASHINGTON, DC

__________________________________________








)

In the matter of the




)








)


INTRA-ALASKA BUSH SERVICE
)


 Docket 14694


CLASS MAIL RATE


)







)

Reply of the Consolidated Seaplane Carriers

)

To the Answer of the U.S. Postal Service

)
__________________________________________)
REPLY OF THE

CONSOLIDATED SEAPLANE CARRIERS

TO THE ANSWER OF THE

U.S. POSTAL SERVICE

The Consolidated Seaplane Carriers (Seaplane Carriers) hereby Reply to the Answer of the U.S. Postal Service filed in this docket on January 29, 2007.  
Value of Owner/Manager Services
The Seaplane Carriers agree with the Postal Service that the Department should not impute an arbitrary value on the services of LLC owner/managers without documentation.  Full distribution of profits or losses each year is a legal requirement of businesses organized as Limited Liability Companies in Alaska.  The Postal Service may be correct in its statement that owner/managers could take salaries with the result of double taxation.  The important point is that the actions of Alaska Seaplane Service, LLC, P.M. Air, LLC and Venture Travel, LLC are the result of advice from competent and experienced attorneys and certified public accountants, and are entirely consistent with the law.

It is also important to remember than unlike salaried employees, the compensation of owner/managers consists of two elements, management services and the return on investment of ownership.  Depending on the current profitability of the enterprise, the total dividend distribution may overstate or understate the value of the management services provided.

In its Answer of January 25, 2007, the Seaplane Carriers met both tests proposed by the Postal Service.  First, it identifies by name and management position each LLC shareholder.  Second, it provides and documents conservative values for the management services provided by the shareholders.  The values are based on surveys by the State of Alaska Department of Labor for the Southeast Alaska region.  According to the technical notes for the wage survey, the wage estimates are for straight time, gross pay, exclusive of premium pay and other allowances and benefits.  The Survey was performed in May, 2005, so the wage and salary rates are nearly two years out of date at this time.

The Seaplane Carriers agree with the Postal Service that the imputed value of owner/manager services requires a listing of owner/managers involved, along with a description of their management position and a reasonable estimate of the value of those services in the open market.  The Seaplane Carriers met those requirements with great specificity in its Answer, and requests that those values be used rather than the blanket amount used by the Department in Order 2007-1-6.

Effective Date of Proposed Rates
The Department provided two response dates in Order 2007-1-6.  The first was 20 days for direct challenges to the mathematical computations used in setting the proposed mail rates.  The second was 30 days with a 15 day response period for arguments pertaining to ratemaking methodology.  The Answers of the Consolidated Seaplane Carriers and the Postal Service both pertain strictly to ratemaking philosophy and methodology and not the technical validity of the rates ordered.  No other Answers have been docketed.
The Seaplane Carriers request that the rates proposed in Order 2007-1-6 be made effective as soon as possible pending review of ratemaking methodology.  The Department can consider the arguments pertaining to methodology raised in a timely fashion once the deadline for those comments has passed.  In the meantime there is no reason to delay the effectiveness of the proposed rates.

WHEREFORE:  The Consolidated Seaplane Carriers respectfully request that management labor valuations proposed in its Answer of January 25 be used in final ratemaking based on costs for the year ended June 30, 2006.  These compensation values are consistent with the request of the U.S. Postal Service, and are a conservative estimate of the value of management services in the area where the carriers operate.  Furthermore, the Seaplane Carriers request that the rates proposed in Order 2007-1-6 be made effective as soon as possible.
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