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Rules and Regulations

Title 14—AERONAUTICS AND
SPACE

Chapter |—Federal Aviation Agency
[Airspace Docket No. 66-CE-22]

PART 71—DESIGNATION OF FEDERAL
AIRWAYS, CONTROLLED AIRSPACE,
AND REPORTING POINTS

Alteration of Transition Area

The purpose of this amendment to Part
71 of the Federal Aviation Regulations is
to alter the Minneapolis, Minn., transi-
tion area.

The following controlled airspace is
presently designated in the Minneapolis,
Minn., terminal area:

The Minneapolis, Minn., transition area is
designated as that airspace extending up-
ward from 700 feet above the surface within
a 23-mile radius of Minneapolis-St. Paul In-
ternational Airport (latitude 44°53'08'° N.,
longitude 93°13'11" W.), and within 5 miles
N and 8 miles S of the Flying Cloud, Minn,,
VOR 292° radial, extending from the 23-mile
radius area to 12 miles W of the VOR; and
that airspace extending upward from 1,200
feet above the surface within a 36-mile radius
of Minneapolis-St. Paul International Air-
port, within 9 miles N and 6 miles S of the
Minneapolis, Minn., VOR 100° radial extend-
In; from the 36-mile radius area to 57 miles
L of the VOR, and within 9 miles SW and 6
miles NE of the Farmington, Minn. VOR
297° radial, extending from the 36-mile radi-
us area to 48 miles NW of the VOR, and that
airspace W of Farmington, Minn., bounded on
the S by V-26, on the NW by V-148 and on
the NE by V-171; and that airspace W of
Minneapolis bounded on the N by V-78, on_
the S by V-148 and on the SW by V-171;
and that airspace extending upward from
5,000 feet MSL E of Minneapolis, bounded on
the SE by V-26, on the SW by V-2N, and on
the N by V-178.

The holding pattern at the Boardman,
Wis., intersection is no longer required
for air traffic control purposes and is
being canceled. There is no longer any
fequirement for that portion of the
Minneapolis, Minn, transition area
which was designated to provide con-
irolled airspace for the holding pattern.
Therefore, that portion of the transition
area is herein released.

Since this amendment is less restric-
live in nature and imposes no additional
burden on any person, notice and public
Procedure hereon are unnecessary.

In consideration of the foregoing, Part
Tl of the Federal Aviation Regulations is
amended effective 0001 e.s.t., May 26,
1966, as hereinafter set forth:

In 71.181 (31 F.R. 2149) the Minne-
&polis, Minn., transition area is amended
foread:

MINNEAPOLIS, MINN.
That airspace extending upward from 700

ft above the surface within a 23-mile
"adfus of Minneapolis-St. Paul International
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Airport (latitude 44°53'08’' N, longitude 93°~
13’11'* W.), and within 6 miles N and 8 miles
S of the Flying Cloud, Minn,, VOR 292°-
radial, extending from the 23-mile radius
area to 12 miles W of the VOR; and that air-
space extending upward from 1,200 feet above
the surface within a 36-mile radius of Minne~
apolis-St. Paul International Airport, and
within 9 miles SW and 6 miles NE of the
Farmington, Minn., VOR 297° radlal, extend-
ing from the 36-mile radius area to 48 miles
NW of the VOR, and that airspace W of
Farmington, Minn., bounded on the S8 by
V-26, on the NW by V-148 and on the NE by
V-171; and that airspace W of Minneapolis
bounded on the N by V-78, on the 8 by V-148
and on the SW by V-171; and that airspace
extending upward from 5,000 feet MSL E of
Minneapolis, bounded on the SE by V-26, on
the SW by V-2N, and on the N by V-78.

(Sec. 307(a) of the Federal Aviation Act of
1958; 49 US.C. 1348)

Issued in Kansas City, Mo., on March
22, 1966.
DonaLp S. K1ING,
Acting Director, Central Region.

[F.R. Doc. 66-3640; Filed, Apr. 5, 1966;
8:45 a.m.]

[Airspace Docket No. 66-CE-23]

PART 71—DESIGNATION OF FEDERAL
AIRWAYS, CONTROLLED AIRSPACE,
AND REPORTING POINTS

Alteration of Control Zone and
Transition Area

The purpose of this amendment to
Part 71 of the Federal Aviation Regula-
tions is to designate the correct coordi-
nates for the Alexandria Airport, Alex-
andria, Minn.

By reason of certain construction work
performed on the Alexandria Airport, the
referencing point for the airport has been
changed. Therefore, the coordinates of
the airport, as they are set forth in the
designation of the control zone and tran-
sition area situated there, are incorrect.

Since the change is minor in nature
and imposes no additional burden on any
person, notice and public procedure
hereon are unnecessary.

In consideration of the foregoing,
Part 71 of the Federal Aviation Regula-
tions is amended effective 0001 es.t.,
May 26, 1966, as follows:

(1) In §71.171 (31 F.R. 2065) the
Alexandria, Minn,, control 2zone is
amended as follows:

“Alexandria Municipal Airport (lati-
tude 45°52’15’" N., longitude 95°24’00’’
W.)" is deleted and “Alexandria Munic-
ipal Airport (atitude 45°52'02’° N.,
longitude 95°23’39"” W.)" is substituted
therefor.

(2) In §71.181
Alexandria, Minn.,
amended as follows:

“Alexandria Airport (latitude 45°-
52°05’" N., longitude 95°23'45’" W.)” is

(31 F.R. 2149) the
transition area is

deleted and “Alexandria Airport (lati-
tude 45°52'02’” N., longitude 95°23’39""
W.) " is substituted therefor.

(Sec. 307(a) of the Federal Aviation Act of
1958; 49 U S.C. 1348)

Issued in Kansas City, Mo., on March
22, 1966.

Donarp S. KIng,
Acting Director, Central Region.

[FR. Doc. 66-3641; Filed, Apr, 5, 1966;
8:45 am.]

[Alrspace Docket No. 66-CE-4]

PART 71—DESIGNATION OF FEDERAL
AIRWAYS, CONTROLLED AIRSPACE,
AND REPORTING POINTS

Alteration of Transition Area

On February 8, 1966, a notice of pro-
posed rule making was published in the
FEDERAL REGISTER (31 F.R. 2488) stating
that the Federal Aviation Agency pro-
posed to alter the controlled airspace
in the Billings, Mont., terminal area.

Interested parties were afforded an
opportunity to participate in the rule
making through the submission of com-
ments. The one comment received was
favorable.

In consideration of the foregoing, Part
71 of the Federal Aviation Regulations is
amended, effective 0001 e.s.t., May 26,
1966, as hereinafter set forth:

In § 71.181 (31 F.R. 2149) the Billings,
Mont., transition area is amended to
read:

BILLINGS, MONT.

That airspace extending upward from 700
feet above the surface within an 8-mile
radius of Logan Field, Billings, Mont. (lati-
tude 45°48’23"" N., longitude 108°31'54"* W.);
and within 2 miles each side of the 071°
bearings from the Billings RBN extending
from the 8-mile radius area to 8 miles E of
the RBN; and within 5 miles N and 8 miles
S of the Billings VORTAC 267° radial ex-
tending from the 8-mile radius area to 12
miles W of the VORTAC; and within 5 miles
N and 8 miles S of the Billings ILS localizer
W course extending from the 8-mile radius
area to 12 miles W of the OM; and that
alrspace extending upward from 1,200 feet
above the surface within a 21-mile radius
of the Billings VORTAC extending clockwise
from V-2 W of Billings to V-19 SE of Billings;
and within 10 miles SW and 7 miles NE of
the Billings VORTAC 301° radial extending
from 20 miles NW of the VORTAC to 49
miles NW of the VORTAC; and within 10
miles SW and 7 miles NE of the Billings
VORTAC 817° radial extending from the 21-
mile radius area to 45 miles NW of the
VORTAC; and within 10 miles W and 7 miles
E of the Billings VORTAC 347° radial ex-
tending from the 21-mile radius area to 42
miles N of the VORTAC; and within 5 miles
each side of the Billings VORTAC 98° radial
extending from the 21-mile radius area to
36 miles E of the VORTAC, and that air-
space extending upward from 7,700 feet MSL
within 8 miles each side of the Billings
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VORTAC 96° radial extending from 36 miles
to 98 miles E of the VORTAC.

(Sec. 307(a) of the Federal Aviation Act of
1958; 49 U.S.C. 1348)

Issued in Kansas City,
March 24, 1966.

Epwarp C. MAagrsH,
Director, Central Region.

[F.R. Doc, 66-3642; Filed, Apr. 5, 1966;
8:456 am.]

Mo., on

[Airspace Docket No. 65-EA-69]

PART 71—DESIGNATION OF FEDERAL
AIRWAYS, CONTROLLED AIRSPACE,
AND REPORTING POINTS

Realignment of VOR Federal Airways,
Revocation and Designation of Low
Altitude Reporting Points

On December 9, 1965 a notice of pro-
posed rule making was published in the
FepERAL REGISTER (30 F.R. 15234) which
would alter Federal airways in the vicin-
ity of Cooksburg, Pa.

Interested persons were afforded the
opportunity to participate in the rule
making through the submission of com-
ments. All comments received were
favorable.

In consideration of the foregoing,
Part 71 of the Federal Aviation Regula~
tions is amended effective 0001 es.t.,
May 26, 1966 as hereinafter set forth.

a. Section 71.123 (31 F.R. 2009) is
amended as follows:

1. In V=119 “Fitzgerald, Pa.;” is de~
leted.

2. In V-184 “Fitzgerald, Pa.; to Phil-
ipsburg, Pa.” is delefed and “INT of Tidi-
oute 154° and Philipsburg, Pa., 296°
radials; to Philipsburg.” is substituted
therefor.

3. In V-232 “Fitzgerald, Pa.;” is de-
leted and “Franklin, Pa.;” is substituted
therefor.

b. Section 71.203 (31 F.R, 2277) is
amended as follows:

1. “Pitzgerald, Pa." is deleted.

2. “Cooksburg, Pa., INT: INT Clarion,
Pa., 044° and Franklin, Pa. 099° radials.”
is added.

(See. 307(a) of the Federal Aviation Act of
1958; 49 U.S.C. 1348)

Issued in Washington,
March 30, 1966.
T. McCORMACK,
Acting Chief, Airspace and
Air Traffic Rules Division.

[FR. Doc, 66-3643; Filed, Apr. b, 1966;
8:45 am.]

DC., on

[Docket No. 6966; Amdt. 171-2]

PART .171—NON-FEDERAL
NAVIGATION FACILITIES

Scope of Applicoﬁility of the Regula-
tion of Non-Federal Navigation
Facilities

On October 15, 1965, a notice of pro-
posed rule making was published in the
FEDERAL REGISTER (30 F.R. 13169) stat-
ing that the Federal Aviation Agency
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proposed to broaden the applicability of
Part 171,

Interested persons were afforded an
opporfunity to participate in the rule
making through submission of com-
ments. Due consideration was given to
all relevant matter presented.

The purpose of this amendment is to
broaden the applicability of Part 171 to
include all non-Federal navigation fa-
cilities for which IFR procedures are re-
quested or established.

Under the present rule, the term “pub-
lic use facility” is generally interpreted
as meaning those facilities which are
available to the public and have standard
instrument approach procedures con-
tained in the Federal Aviation Regula-
tions, Part 97. The Agency believes that
its responsibility to the general public
goes beyond the present limited scope of
Part 171. By expanding the applicability
of Part 171, the new rule sets forth one
standard for all non-Federal facilities
that are to be used for IFR operations.
This rule establishes standards that as-
sure reliability and thereby provides for
safer operations at all of these facilities.
The Agency believes this amendment to
be of special importance since these non-
Federal facilities may be used for the
transportation of passengers for hire.

Comments received on the notice of
proposed rule making (30 F.R. 13169)
raised three issues with respect to this
amendment. One comment stated that
it will be overly burdensome on mainte-
nance personnel to accompany the FAA
inspector on each inspection trip, es-
pecially where an operator may own
several facilities. The Agency does not,
however, feel that it should conduct
these inspections on the private prop-
erty of the facility owner without the
owner being represented in some way.
The rule has been relaxed so that any
representative of the owner will be ac-
ceptable after the initial inspection.

Secondly, it was suggested that the
rule be written so that maintenance per-
sonnel maintaining several similar or
identical facilities need not repetitiously
their “proficiency in maintenance pro-
cedures and the use of specialized test
equipment.” The Agency does not in-
tend that there be any needless repeti-
tious demonstrations of maintenance
proficiency, In light of this comment,
the amendment has been clarified.

The third comment questions the need
for a maintenance manual at each
facility. It appears, however, that if
only one manual is available for several
facilities, the information necessary to
the efficient operation, maintenance, and
inspection of the facility would not be
immediately available. The Agency, ac-
cordingly, will not delete the requirement
that a maintenance manual be kept at
each facility.

In consideration of the foregoing, ef-
fective May 30, 1966, Part 171 is amended
as follows:

1. Sections 171.1, 171.21, and 171.41 are
amended by striking out the words “pub-
lic use.”

2. Sections 171.11(b) (13), 171.31(b)
(13), and 171.51(b) (13) are amended by

adding the words “(Private use facilities
may omit the ‘Notices to Airmen’')” be-
fore the period at the end thereof,

3. Thesecond sentence of §§ 171.11(a),
171.31(a), and 171.51(a) is amended to
read as follows: ‘“Each person who main-
tains a facility must meet at least the
Federal! Communications Commission’s
licensing requirements and show that he
has the special knowledge and skills
needed to maintain the facility including
proficiency in maintenance procedures
and the use of specialized test equip-
ment.” .

4. Sections 171.11(e), 171.31(d), and
171.51(e) are amended toread as follows:

“The owner's maintenance personnel
must participate in initial inspections
made by the FAA. In the case of sub-
sequent inspections, the owner or his
representative shall participate.”

(Secs, 305, 307, 313(a), 601, and 606 of the
Federal Aviation Act of 1958, 49 U.S.C. 1346,
1348, 1354(a), 1421 and 1426)

Issued in Washington, D.C., on March
31, 1966.
WiLriam F. McKEE,
Administrator.

[F.R. Doc. 66-3683; Filed, Apr. 5, 1966;
8:49 am.]

Chapter Il—Civil Aeronavtics Board

SUBCHAPTER A—ECONOMIC REGULATIONS
[Reg. No. ER-456]

PART 288—EXEMPTION OF AIR
CARRIERS FOR SHORT-NOTICE
_MILITARY CONTRACTS AND SUB-
STITUTE SERVICE

Adopted by the Civil Aeronautics
Board at its office in Washington, D.C.,
on the 29th day of March 1966.

On: January 13, 1966, by notice of pro-
posed rule making EDR-96/PSDR-15
(31 F.R. 565), the Board proposed to
amend Part 288 of the regulations by
changing minimum rates for military
charters for periods beginning February
1, 1966. Written data, views, and argu-
ments have been filed in response to the
notice by 13 carriers individually,® by 11
carriers jointly,* and by the Department
of Defense (DOD). In addition, the
Board heard the views of several carriers
at an oral presentation that was open to
all interested parties. All written and
oral comments and supporting materials
before the Board have been carefully
considered, and all contentions not
otherwise disposed of hereinafter are
rejected. Final amendments to Part
399, Statements of General Policy, are

1 8ix combination route carriers (Alasks
Alrlines, Inc., Braniff Airways, Inc., North-
west Airlines, Inc,, Pan American World Alr-
ways, Inc., Trans Caribbean Alrways, Inc,
and Trans World Airlines, Inc.); three all-
cargo carrfers (Alrlift International, Inc.,
The Flying Tiger Line Inc. and Seaboard
World Alrlines, Inc.); and four supplemental
oarriers (Capitol Airways, Inc., Southern Air
Transport, Inc., Trans International Airlines,
Ine., and World Airways, Inc.)

2 Airlift, Capitol, Continental Air Lines,
Ine., Flying Tiger, Northwest, Seaboard, The¢
Slick Corp,, TCA, TIA, TWA, and World.
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nancial position. The DOD estimate for
passenger charters reflects an average
5-percent increase over fiscal 1965 ex-
perience but does not fully reach the
calendar year experience. In cargo, the
DOD forecast is closer to the fiscal 1965
experience and again is moderately be-
low the 1965 actual utilization. We be-
lieve the DOD estimates® strike a rea-
sonable balance for purposes of this pro-
ceeding, and we have used them in
developing the carrier unit costs rec-
ognized and relied on herein.

Rate of return. A number of carriers
again object to the Board’s proposal to
continue use of a 9-percent rate of re-
turn on investment in establishing the
minimum rates, contending that the 9-
percent rate has not been quantitatively
justified on the basis of cost of captial or
risk.

The contentions raised are substan-
tially similar to those raised, considered,
and rejected in earlier MAC minimum-
rate proceedings. The 9-percent rate of
return on investment is fully commensu-
rate with the risks inherent in the MAC
charter services, and such risks are less
than those of normal commercial opera~
tions. In MAC services, carriers operate
pursuant to annual contracts with a
guaranteed minimum volume of traffic
and revenue. Each flight is guaranteed
a full load at the standard price, which
is certainly not the case in normal sched-
uled operations. Finally, the rate level
itself is protected from competitive re-
ductions by the minimum rates fixed by
the Board. While there is the risk that
the overall military requirement for civil
airlift may decrease with a resulting ad-
verse effect on aircraft utilization and
profits, the Board expects to respond to
major shifts of such nature by modifying
the minimum rates. In this proceeding
we have deliberately based the new rate
levels on utilization short of recent peak
levels to allow a reasonable margin for
shifts of that sort. In these circum-
stances, we conclude that 9 percent is a
fair rate of return for these services.

Flying Tiger and TIA also object to
use of investment as of January 1967 for
rates proposed to be effective before the
beginning of the fiscal year. Although
the January 1967 date was selected as
the investment .midpoint for fiscal year
1967, there is no indication that the car-
riers will not receive a fair return on in-
vestment if the new minimum rates are
made effective before July 1, 1966, espe-
cially in light of the fact that utilization
for the remainder of fiscal 1966 is likely
to be in excess of that used in computing
the minimum rates.

Flying Tiger also recommends that,
in ecalculating return on investment, the
Board permit the capitalization of leased
facilities having a term in excess of 10
years. Since the carrier’s rental ex-

5In addition, since the actual utilization
rates for fiscal and calendar 1965 are un-
corrected figures, some of which may not
include return ferry hours or may include
nonrevenue hours, these two columns could
not be used without further adjustment.
DOD states that its forecasts were obtained
in the same manner as were utilization fig-
ures for the rate review conducted last year.
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penses are included in its costs and it has
made no showing that its total costs of
service would be increased over the rental
expense by capitalization of leased fa-
cilities, the recommendation is denied.

Northwest and Flying Tiger also con-
tend that the Board failed to allow for
State income taxes in computing the tax
portion of the return element. Appro-
priate modification of these carriers’ unit
costs will be made to include this item.

Depreciation. As in the rate review
conducted last year, the Board proposed
to base depreciation for turbojet aircraft
on a service life of 12 years and 15-per-
cent residual value. Northwest and
TIA maintain that the 12-year life is no
longer warranted in view of current de-
velopments in production of more ad-
vanced turbojet aircraft types. The car-
riers mention several aircraft that will
be coming into use within the next few
years, such as DC-8-61, -62, and -80,
B-747, and C-5A, which they claim rep-
resent radical changes in the nature and
capability of subsonic turbojet aircraft.

In response to carrier contentions last
year that present turbojets would be ob-
solete within a few years, we stated that
we were not aware of any contemplated
radically different aircraft that would
have that effect. However, we noted
that, if future developments should jus-
tify a change in outlook, depreciation
could be accelerated in a later rate re-
view. (ER-432, effective July 1, 1965.)
In our opinion, the situation has not
changed appreciably in the last year.
We do not consider the stretched DC-8’s
such a radically different aircraft as to
render present turbojets obsolete, par-
ticularly in view of the growing demand
for airlift. With respect to the other
aircraft mentioned by the carriers, their
introduction into commercial use would
appear to be a number of years away.
In the circumstances, we believe the 12-
year life continues to be a reasonable
assumption.

Miscellaneous cost adjustments. Sev-
eral carriers have commented on the cost
data relied upon in the notice, asserting
that the Board erred in various respects
in adjusting carrier forecasts, and have
submitted additional data in support of
these contentions. The Board has con-
sidered all of these matters and has made
revisions to the data used in the notice
as deemed appropriate and as discussed
below. The details are set forth in the
appendixes. In addition, the Board has
revised the cost and investment data de-
veloped in the notice to reflect the modi-
fied aircraft utilization forecasts as
previously discussed. These revisions
principally affect the aircraft deprecia-
tion and hull insurance categories of
operating expenses and also affect the
investment in flight equipment recog-
nized in the rate base.

Pan American contends that it is in-
appropriate to base fuel costs for its MAC
services on systemwide fuel costs, because
fuel prices are much higher than average
at Saigon, Wake, and Honolulu. The
data presented by the carrier indicate
that the effect of those higher fuel prices
is relatively greater in MAC services than
ic its commercial services, and therefore

the fuel cost per mile for MAC charters
is slightly higher than its overall system
average. Accordingly, the adjustment of
the carrier’s estimate shown in the notice
has been reversed. With respect to
maintenance expense, the carrier con-
tends that its projected increase in ex-

perienced cost per mile to cover antici-

pated overhaul expenses should be al-
lowed because its experienced costs do
not reflect a normal volume of overhauls.’
We are not prepared to depart from the
carrier’s experienced maintenance cost
levels on the basis of the data available to
us. We are not convinced that Pan
American’'s total maintenance cost per
mile including overhauls for these air-
craft in fiscal 1967 will in fact be higher
than the amount previously recognized.
We note that the carrier’s actual costs
per mile through September 1965 are ac-
tually lower than the level recognized in -
the notice.

Pan American further contends that
the Board should have allowed provision
for consumption of rotatable spare parts
and that we failed to make provision for
crew salaries in the passenger-service ex-
pense category. The carrier's conten-
tions are correct, and appropriate re-
visions will be made to the previously
adjusted cost data. However, the result-
ing passenger service cost per mile is sub-
stantially higher than the corresponding
costs of the other jet operators. The
Pan American unit cost at 64.7 cents per
mile is more than 14 percent above the
next highest of the carriers’ costs, which
range from 29 to 56.5 cents per mile. In
prior military rate proceedings, the Board
has encountered a similar situation and
has refused to recognize the full amount
of the carrier’s forecast. No justifica-
tion of the level here projected by Pan
American is readily apparent; and, ac-
cordingly, we will reduce the recognized
level of passenger service expense to 56.5
cents per mile. This amount is approx-
imately 4 cents per mile higher than that
included in the notice.

Consistent with our treatment of gen-
eral burden expenses in relation to other
cash expenses, appropriate revisions will
be made to reflect the modifications made
herein to recognized cash expenses. As
regards the investment base, Pan Ameri-
can states that an error was made in
effecting the adjustment for aircraft
utilization. This is correct; but, since
we are now accepting the carrier’s fore-
cast utilization, our earlier adjustment
related thereto will be reversed in its
entirety.

Northwest Airlines points out that the
Board was incorrect in assuming that the
carrier's forecast was predicated on 9.28
hours’ utilization while in fact it reflected
-0 hours. We will reflect this correction
in developing revised costs for deprecia-
tion, hull insurance, and amortization of
preoperating expenses, as well as the
recognized investment base. Northwest
also proposes that the investment base
herein reflect flight equipment invest-
ment on a constructive basis assuming a
12-year depreciation period from the out-

¢ The carrier also points out an arithmetic
error which will be corrected.
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set, although the carrier actually em-
ployed a more accelerated depreciation
policy. We do not accept this approach
for ratemaking purposes. On the con-
trary, we have normally taken a carrier’s
flight equipment at net book value, ad-
justed for depreciation adjustments
within the period for which rates are
being established. Accordingly, we will
here base Northwest's investment in
flight equipment on net book value at
December 31, 1966, adjusted to reflect the
depreciation adjustment from July 1,
1966, to that date.

TWA states that the Board overstated
the adjustment of TWA’s depreciation
expense and submitted an estimate based
on a 12-year service life and 15-percent
residual. We will accept the TWA figure
but will adjust that amount to reflect
the higher daily utilization of flight
equipment previously discussed. With
respect to the allowance for general bur-
den expense, TWA contends we incor-
rectly computed the percentage used,
based on other cash costs. There ap-
pears to have been no error in our meth-
odology, but we relied on an erroneous
figure shown by TWA in its original sub-
mission. The revised costs developed
herein will reflect general burden based
on 6.8 percent of other cash costs.

TWA also contends that the recog-
nized investment in flight equipment
should be constructed as if the reserve
for depreciation reflected a 12-year serv-
ice life and 15-percent residual from the
beginning. This contention is similar to
Northwest’s and is rejected for the same
reasons. We will, however, adjust the
actual reserve for depreciation as of De-
cember 31, 1966, to reflect the deprecia-
tion adjustment from July 1, 1966, to that
date. TWA again contends that its in-
vestment in construction work in prog-
ress, purchase deposits, and other items
should be recognized herein. This con~
tention was made in the previous rate
review and rejected there. No showing
has yet been made that these items re-
late directly to the MAC services for
which rates are here being established.
The carrier also opposes the downward
adjustment of investment in ground
property to reflect a higher level of air-
craft utilization, contending that with
higher utilization more not less such
equipment would be required. However,
adjustments of this nature have been
made in this and prior minimum-rate
determinations without objection, And,
while it may be true that as a technical
matter increases in aircraft utilization
do not per se give rise to increased utili-
Zation of ground property, it is apparent
that increases in airlift procurement of
the magnitude currently being experi-
enced should give rise to greater utiliza-
tion of existing ground facilities. Under
these circumstances, therefore, and in
the absence of any indication by TWA
that would warrant a change in the pro-
posed adjustment, we adhere to the pro-
Posal in the notice.

Flying Tiger objects to the notice in-
sofar as recognized maintenance costs
were based on the carrier’s systemwide
Costs per mile. The carrier contends that
various factors result in somewhat higher
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maintenance costs in its MAC charter
services to overseas and foreign points,
and that its regular financial reports to
the Board reflect such differences. Tiger
also contends that we should recognize
the effect of a 4-percent wage increase
effective in May 1965. The carrier’s con-
tentions have merit, we believe, and we
will base the revised costs on Tiger's re-
ported .international costs per mile ad-
justed to annualize the wage increases.
Other comments by Tiger relate to ad-
justments based on higher aircraft utili-
zation. We will modify these adjust-
ments to reflect the lower utilization rate
recognized herein. Thus, we will ac-
cept Tiger's estimate of depreciation ex-
pense per revenue mile and will allow
investment in flight equipment on -the
basis of the rate per mile ($2.40) for
Tiger's entire system. Finally, Tiger
contends that we should allow various
items of investment in the rate base that
were excluded in the notice. We will al-
low an appropriate portion of its in-
vestment in its new main base, since all
segments of its operation will benefit
from the new facilities. However, we
find no basis to reverse our disallowance
of the other miscellaneous items of in-
vestment, since no showing has been
made of their relationship to the MAC
operations.

Capitol points out that we incorrectly
computed allowable passenger service ex-
pense per mile on the basis of certain
miles flown in cargo service. Appropri-
ate correction will be made to the Capi-
tol cost figures. Revisions of other unit
costs will be made to reflect the revised
aircraft utilization levels recognized.

Seaboard also contends that various
elements of its cost forecast were er-
roneously adjusted for increased airceraft
utilization. These expenses will be re-
vised to reflect the revised utilization
level recognized. In addition, the car-
rier asserts that we should not have dis-
allowed a projected increase in aircraft
maintenance expense over its experi-
enced level per mile. The amount dis-
allowed is said to be an accounting ad-
justment in the fourth quarter of 1964
to adjust a negative balance in an over-
haul reserve and to reflect the true en-
gine overhaul costs. However, review
of the Form 41 reports fails to reveal the
nature of this adjustment. While en-
gine overhaul costs are in principle prop-
erly recognizable for ratemaking pur-
poses, the difficulty here lies in ascer-
taining what those costs are likely to
amount to in fiscal 1967. Under the
terms of the carrier’s lease on its DC-8F
aireraft, it is not clear to what extent the
carrier will in fact incur engine overhaul
costs in fiscal 1967. In these circum-
stances, there is no basis for modifying
the estimate relied on in the notice.

Round-irip passenger charters. The
following table gives the total cost of
service for round-trip passenger charters
performed with turbojet airceraft as de-
veloped in EDR~96 and as revised herein.
Details of the revisions are set forth in
the appendices.”™

% Filed as part of the original document.
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Total cost per
passenger-mile
Carrler
EDR-96 | Revised
Cents Cents

LR AR A S P A oSS 1. 89 2.05
Continental . 1.84 1. 80
Northwest s iei e 5o 1.99 2,02
Pan American:

B-707-800. -« oo 2.17 2.23

B-707-321B/C e 2.17 2,21
Seaboard....... v 2.14 2.23
Trans Caribbean.. . 2.04 2.07
WA e 1.83 1. 87
Capitol. .. ... 1.93 2.2
Trans Internationa’ 172 1.79
World............. Z 165 1.73
Averages:

Simple T__.__. 1.02 2.00

Weighted 8. .. = 1,06 2,02

B o A e R S 1903 2,01

7 In computing the simple average, only one of the two
Pan American costs is included.

8 Individual carrier costs weighted by number of
aireraft committed to MAC,

» Individual carrier costs weighted by number of
round-trip and one-way Category B passengers carried
from July 1, 1965, through Jan. 31, 1966,

The foregoing data reflect the correc-
tions and revisions of the unit cost data
developed in the notice, including the
moderately lower level of aircraft utiliza-
tion, as earlier discussed. These data
clearly demonstrate, and support our
earlier tentative conclusion, that a re-
duction of the current round-trip mini-
mum passenger rate is warranted.
While the individual carrier data and
averages are slightly higher than those
relied on in the notice, principally be-
cause of the lower level of aircraft
utilization, nevertheless the data center
around and tend to confirm the 2.0-cent
rate proposed.” A simple average of the
revised unit costs is exactly 2.0 cents.
An average in which each unit cost is
weighted by the number of aircraft com-
mitted to MAC is only slightly higher at
2.02 cents. If the individual carrier data
are weighted by the volume of Category
B passenger traffic carried by each car-
rier, the average is 2.01 cents. Although
a 2.0-cent rate is below some carriers’
indicated unit costs and is above others,
the range is not so extreme as to be un-
reasonable. In no instance would the
2.0-cent rate be below a carrier’s operat-
ing costs. In every instance a margin
above operating cost would be provided.
Accordingly, we conclude that the rea-
sonable minimum rate for round-trip
MAC passenger charters is 2.0 cents per
passenger-mile.

Airlift, in support of its contention
that the current minimum rates should
be left undisturbed or raised, argues that
the MAC rates should provide the same
incentive to sell to the military as to
others and that the rates should com-
pensate for the commercial revenue that
could have been earned with the aireraft
used in MAC operations. While these
standards are too intangible to be prac-
ticable, we are satisfied that they are sub-
stantially met by the proposed rates.

19 As set forth hereinafter, we have de-
cided to establish a separate minimum rate
for the smaller jet aircraft; i.e., the B-727
and OV-880; and therefore we will no longer
average in the CV-880 costs in determining
the minimum rate for the large jets,
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The carriers have typically earned re- -

turns on investment at or above the
intended return in performing MAC
charters at the minimum rates.” These
profits have compared favorably with
earnings from other segments of the MAC
contractors’ operations. The MAC earn-
ings have been especially favorable in
relation to commercial all-cargo services.
That the earnings potential from MAC
charters is favorable is evidenced by the
ever-increasing supply of airlift offered
to MAC by the civil air carriers.
- Trans Caribbean and Capitol advance
an argument in opposition to the pro-
posed rate reductions to the effect that,
while the carriers’ rates are determined
on the basis of actual miles flown, they
are paid on the basis of standard mile-
ages and this results in dilution of their
MAC revenues. It is not clear from the
carriers’ comments what the source or
the extent of the asserted mileage dif-.
ferences may be. The MAC mileages
normally reflect nonstop mileages within
the capability of the aircraft and should
not differ materially from the mileages
flown. In these circumstances, we have
no basis on this score to modify the rates
determined herein.

Round-irip cargo charters. The total
costs of service for round-trip cargo
charters performed with turbojet and
turboprop aircraft, as developed in EDR~
96 and revised herein, are as follows:

Total Cost per Ton-
Mile
EDR-96 | Revised
Turhojet: Cents Cents
7.3 8.03
7.0 6.77
7.5 7.73
8.3 8.78
7.9 8.39
81 8.22
7.4 8.60
6.9 7.18
6.4 0.77
Averages:
Bimple 7.4 7.83
Welghted 12__ 7.6 7.94
s ‘\::;cighu)d L 7.4 7.74
rboprop:
Flying PIger. - acncaecacaiai 8.9 9.43
Seaborad — 9.9 10.18
Slick 8.2 8.02
Averages
L G S 9.0 9.51
Weighted ™. ... 8.9 0.44
Ovcwleilghted g A S R 8.9 9.45
rall averages:
B PIS S e 7.8 8.25
Weighted 4. __ . 85 894

12 Individual carrier costs weighted by number of
afreraft committed to MAC.

1 Individual carrier costs weighted by tons of Category
B eargo carried.

1 The overall weighted averages sre computed from
the weighted averages shown for the two basic aircraft
types; with double weight given the CL-44 average.

The proposed round-trip cargo mini-
mum rate of 8.5 cents per ton-mile was
based principally on an average of jet
and CL-44 unit costs, as shown above,
weighted by number of aircraft com-
mitted to MAC, and also by giving double
weight to the CL—44 costs.

1 We are constrained to note that most
carriers have vigorously resisted each pro-
posed rate reduction but nevertheless have
achieved highly satisfactory profits each year.
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Flying Tiger objects to basing cargo
costs on round-trip passenger -costs,
since it maintains that 99 percent of
MAC cargo is one-way, a good share of
passenger traffic is one-way, the cost of
operating cargo aircraft at heavier
weights is more expensive than operating
passenger aircraft, and cargo operations
have lower utilization than passenger.
Thus, the carrier contends that use of
total costs overstates passenger costs and
understates cargo costs. DOD, on the
other hand, contend that the proposed
minimum cargo rates were unduly infiu-
enced by the CL—-44 costs.

In establishing minimum rates for
military charters from the outset, the
Board has given substantial, though
not sole, weight to the average costs of
the carriers performing a preponderance
of the service. We have consistently re-
fused to base the rate on the highest- or
lowest-cost carriers or on types of air-
craft not in fact used in the service un-
der consideration. We are not prepared
to depart from that policy here. DOD
appears to contend that the cargo rate
minimum should be based principally on
jet aircraft costs, although the greatest
share of Category B cargo is being car-
ried in the CI.-44. 8o long as the capac-
ity represented by the CL-44 is needed,
and there is no indication that it will
not continue to be required, no good pur-
pose would be served by ignoring or fail-
ing to weight its costs of operation in
rough proportion to its relative partici-
pation.”

However, the determination of the
exact level at which to set a reasonable
minimum rate for cargo charters is
complicated by the relatively large dis-
parity between the unit costs of the tur-
bojet and turboprop aircraft. The
recognized unit costs of the jet aireraft
average about 7.8 cents per ton-mile,
while the average of the CL-44 costs is
close to 9.5 cents per ton-mile.

Moreover, Flying Tiger's contention
that the jet costs used in developing the
proposed rates reflect primarily passen-
ger services, and as such tend to under-
state the true costs of jet cargo charters
and unduly depress the overall average
unit cost, has some merit. From the data
submitted it is not feasible to separate
the unit costs for the jet aircraft shown
into their all-passenger and all-cargo
components. But we note in this regard
that the Pan American cost of 8.78 cents
per ton-mile, which relates to all-cargo
operations only, is the highest of the jet
group and is significantly higher than the
average cost for the group. On this basis,
we deem it appropriate to give less weight
to the group average jet unit costs be-
cause many of the individual costs as well
as the group average are in some degree
understated because of the influence of
the passenger charter service on unit
costs.

On the basis of the revised individual
carrier costs, the overall weighted aver-
age of 8.5 cents in the notice becomes 8.94
cents per ton-mile. If each carrier’s unit

1 The double weight given to the CIL-44
costs in relation to the jet costs was intended
to reflect the CL—44’s relative participation in
the MAC cargo charters.
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cost is weighted by Category B cargo traf-

fic carried, the overall average would be
8.72 cents. As noted, however, the CL-44
costs average close to 9.5 cents, and Pan
American’s all-cargo jet costs are 8.78
cents per ton-mile. The CL—44 unit costs
together with Pan American’s 8.78 cents
average 9.3 cents (simple) and 9.4 cents
(weighted by Category B cargo). On the
basis of these data we believe that a rate
of 9 cents per ton-mile would strike a
reasonable balance among the various
indicated cost levels, and we conclude
that such rate is a reasonable minimum
rate for round-trip cargo charters.”

North Pacific rates. DOD opposes
continuation of the slightly higher rates
per ton-mile for cargo charters op-
erated via North Pacific routings. The
Department submits that the latest ex-
perienced cost data support its conten-
tion that there is in fact no appreciable
increase in operating costs as a result
of North Pacific operations. DOD rec-
ommends that the Board give proper
weight to the fact that only one carrier
supports the North Pacific differential
and also notes that it has difficulty un-
derstanding how the differential can be
necessary for cargo services if it is not
appropriate for passenger services.

We are not persuaded that the North
Pacific rate differential should be aban-
doned at this time. The extent to which
differences in carrier costs are attribut-
able to North Pacific operations or fo
other factors cannot be ascertained from
the data presented by DOD. It may be
noted, however, that the data show
higher costs for the North Pacific car-
rier for fuel and for aircraft and traffic
servicing, which may be attributed fo
the North Pacific routing. On the other
hand, higher depreciation expense- for
the other carriers would appear to have
no relation to routing. As to passenger
services, we have considered application
of a North Pacific differential inappro-
priate because most passenger charters
are operated nonstop and do not incur
the higher unit costs associated with
cargo flights.

One-way passenger and cargo charters.
In computing one-way charter rates,
the notfice proposed that savings at-
tributable to flying one-way passenger
charter backhauls empty be increased
from 11 to 15 percent but that savings
on empty cargo backhauls remain at the
5 percent previously applied. It was
further proposed to increase the propor-
tion of commercial revenue use of back-
hauls from 10 percent to 20 and 15 per-
cent for passenger and cargo charters,
respectively.

DOD agrees with the method used t0
develop one-way charter rates and
specifically supports the proposed fac-
tors for economic savings on empty back-
hauls. A number of the carriers, on the
other hand, contend that the differential
between round-trip and one-way serv-

1 DOD requested the establishment of
minimum rates for two particular aircraff,
the 1-382 and the B-720. It suggested mini-
mum ACL's of 20.756 tons and 133 passengers
for the two aircraft, respectively, and a mini-
mum rate of 2.24 cents per passenger-mile for
the B-720. We will defer taking action on
this request until more data are supplied.




jces should be eliminated. With respect
to empty backhauls, the carriers argue
that their costs already reflect whatever
economies are achieved, especially since
during the past year MAC cargo charters
have been almost exclusively one way.
Airlift states that there are no additional
savings on one-way cargo trips and that
the maximum saving on one-way pas-
senger trips is 7.5 percent on the return
ferry. Capitol suggests that, if the
Board adheres to its finding that round-
trip cargo flights are more expensive
than one way, the round-trip costs
should be increased 25 percent rather
than reducing one-way costs.

With respect to revenue use of back-
hauls, DOD advocates that a more con-
servative estimate be used. At the high
level of DOD demand anticipated for
fiscal year 1967, the Department points
out that the carriers will not have as
much opportunity to seek commercial
backhauls. DOD recommends use of 10~
and T-percent factors for passenger and
cargo, respectively. The carriers gen-
erally propose that no deduction be made
for revenue backhauls or that the per-
centage reduction be considerably de-
creased. They assert variously that re-
turn loads are not available coincident
with return-leg availability, that no com-
mercial traffic is available for backhauls,
that increased activity in the Pacific
makes the chance of obtaining return
commercial cargo far smaller than it
has been, that there are no one-way
passenger backhauls, and that the car-
riers already operating in the area enjoy
an advantage in procuring commercial
business. They maintain that the bulk
of the MAC data on revenue backhauls
reflects westbound Atlantic operations
under Category X options for passenger
charters rather than commercial char-
ters. In any event, the carriers claim
that return commercial charters may
generate additional revenues but often
at the expense of utilization. They also
contend that return legs actually be-
long to MAC, inhibiting sales of com-
mercial charters that may have to he
canceled. In addition, Seaboard states
that some carriers could not exercise
off-route authority because of the limita-
tions of Part 207 of the Economic Regu-
lations. Seaboard proposes that, in lieu
of deducting a percentage for commercial
flights in the one-way rate, any revenue
meived for backhauls be turned over to

C.

On the basis of the comments and
additional data submitted by the carriers
after the notice was issued, the Board
has decided to modify the bases for deter-
nmining the one-way minimum rates. On
the subject of cost savings on backhaul
ferry flights, the carriers argue generally
that such savings are very small and in
any event are reflected in the carriers’
basic costs. Itisnoted, however, that the
one-way passenger charter flights have
been most infrequent in the past. There-
fore, the backhaul cost savings, princi-
pally passenger food, supplies, and
Insurance, would have extremely little
effect on the overall costs of MAC passen-
ger charter services. These cost savings
areé real and measurable on any given
flight, however; and it would be unfair
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fo require MAC to pay the full round-trip
rate for one-way traffic. We will, how-
ever, modify the 15-percent factor used
in the notice for one-way passenger op-
erations to the 1l-percent factor relied
upon in the prior rate proceeding.

With respect to one-way cargo char-
ters, we used a 5-percent cost-saving fac-
tor in the notice in recognition of the fact
that there are lesser opportunities for
cost savings on the backhauls of out-
bound cargo flights. It appears from
data available to the Board that the cargo
backhaul ferry flights frequently are
flown over shorter routings than the out-
bound flights. This factor would clearly
produce some cost savings. While it is
probably true that such savings are re-
flected in the cost data submitted in this
proceeding, it must be recognized that the
costs per mile are computed by using the
shorter return mileage. The resulting
costs per mile would not be lower than
would be the case if all cargo services
were round-trip; if anything, they would
be higher. Moreover, the rate herein
determined, including both the “live”
and “ferry” portions, is applied to the
“live” or longer miles only. Accordingly,
the carriers’ contentions do not persuade
us to modify the 5-percent savings factor
used in the notice.

‘With respect to the possibility for reve-
nue usage of the backhaul of a MAC one-
way charter, the data submitted by the
carriers operating one-way passenger
and cargo charters show a wide range of
experience among the group. Some car-
riers have found a revenue use for a
fairly significant percentage of their
backhaul flights. The certificated route
carriers sometimes employ the backhaul
flight in scheduled service. Other car-
riers obtained few or no revenue back-
haul trips. The DOD has modified its
earlier views in this regard and now reec-
ommends that 10-percent revenue back-
haul be assumed for one-way passenger
charters and T7-percent for one-way
cargo flights, These factors are reason-
able on the basis of backhaul data cover-
ing calendar year 1965 and will be
adopted herein. These percentages are
somewhat below the carriers’ average
experience, but we have taken into con-
sideration that some revenue return
flights entail extra costs for positioning
the aireraft and/or substandard reve-
nues. In addition, it is recognized that
as the volume of one-way MAC charters
increases it will be difficult to maintain
the same percentage of revenue return
flights.

Accordingly, on the basis of the forego-
ing considerations, we conclude that the
reasonable minimum rates for one-way
passenger and cargo Category B charter
services are 3.6 cents per passenger-mile
and 16.95 cents per ton-mile, respec-
tively,"

7 Computed as follows:
2.0¢ X 189% =3.78¢ X90% = 8.40¢

2.00¢ X10% = .20¢

MOVl e ke 3.60¢

9.0¢ X 195% =17.55¢ X 93% =16.32¢
9.00¢X T%= .63¢

i o, 7 U S i gt 16.95¢
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Convertible and mixed charters. In
the notice the Board proposed minimum
rates for convertible charters (passen-
gers in one direction, cargo in the other)
and for mixed charters (passengers and
cargo on the same flight). These mini-
mums were developed on the basis of the
proposed passenger and cargo round-trip
and one-way minimum rates and re-
flected the methodology employed in
prior MAC rate proceedings. No com-
ments were received on these mafters.
Therefore, the Board will revise the pro-
posed convertible and mixed minimum
rates only to the extent necessary to
reflect the basic passenger and cargo
rates adopted herein. We are also add-
ing a scale of minimum rates for one-
way mixed charters, in recognition of the
fact that DOD is now contracting for
such services (see e.g.,, Order E-23181,
Feb. 2,1966) .

Trans International requests that a
minimum-rate scale for mixed charters
with the DC-8-61 be established. This
will be done in the same fashion as for
the other jet aircraft, reflecting, however,
the greater capacity of the DC-8-61.

We have also revised the rule to in-
clude minimum rates for variable and
fixed mixed round-trip and one-way
charters for the DC-8-61 and other large
turbine aircraft, as well as for the B-727,
which is discussed in the following para-
graphs,

Minimum rates for smaller jet aircraft.
For the first time the Board in EDR-96
proposed a different level of minimum
rates for one type of jet aircraft (B-
727QC) as compared with the rates pro-
posed for all the other jets, based upon
its substantially smaller capacity, higher
unit costs, and the expectation that this
type of aircraft would normally be used
in areas where the larger jets would not
be employed. Only Southern Air Trans-
port objected to this basic approach, but
other comments were submitted going to
the level of the rates. Southern con-
tends that the minimum rate level fixed
for the smaller jets should apply to all
jets whenever the latter are operated in
short-haul, multistop service so that the
various types of jets would be on a par in
terms of price. It seems highly unlikely
that the large intercontinental jet air-
craft would be diverted to the short-haul
type of service now operated by Southern
and other carriers, although if it should
happen the rate levels fixed herein would
probably require adjustment. We do
not deem it necessary at this time to set
new and different minimum rates for
services wunlikely to be performed,
However, we have decided to expand the
application of the minimum rate for
smaller jets to include both the B-727
and CV-880 aircraft. The latter is simi-
lar in size, operating capability, and
cost characteristics to the B-727. From
the data before us, it appears that the
CV-380, now operated only to and from
Alaska by Alaska Airlines, cannot be
operated economically at the minimum
rates found reasonable for the larger jet
services.

Braniff and Southern contend that the
B-727 rates should be higher than those
proposed. Braniff would increase the
rates by 15 cents per plane-mile to
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account for conversion costs; and
Southern would eliminate the factors for
one-way revenue backhauls, which it
claims have no application to the type of
service to be performed with the B-727.
The two carriers also object to the 10-
hour utilization used in computing B-
727QC costs. According to the carriers,
the areas in which the aircraft will be
used and the short-haul type of service
contemplated will not sustain such high
utilization, nor does the experienced
domestic use support the 10-hour rate.
Braniff suggests 8 hours, and Southern
suggests 7.

Braniff requests that the cargo ACL be
reduced from the proposed 8 to 7 pallets
and from 18 to 16.5 tons, since cabin
loading of galley equipment will pre-
clude the 8-pallet/18-fon load in con-
vertible or mixed services. These revi-
sions will be adopted.

DOD states that the rates for the B-
727QC should also apply to the B-727C
and that the passenger rates should be
applicable to any model of this aircraft
configured for passengers. DOD also
states that, since it would use the B-727
for fixed mixed rather than convertible
operations, an additional set of rates for
mixed operations should be provided
without the convertible additive. These
modifications will be made in the final
rule.

‘We have further reviewed the cost
data submitted by Braniff for the B-727
and by Alaska for the CV-880, in the
light of the comments submitted. We
will accept Braniff’s proposed aircraft
utilization of 8 hours per day and Alaska’s
utilization of 8.78 hours as reasonable for
the types of operations in which these
aircraft will be used. The other ele-
ments of Braniff’s forecast appear rea-
sonable except for the 15 cents per mile
to cover the cost of changing configura-
tions. This element will be excluded for
purposes of establishing the basic round-
trip and one-way rates, and will be in-
cluded to develop the rates for convertible
and mixed services. On this basis, the
B-727 cost including return is 2.40 cents
per passenger-mile and 12,1 cents per
cargo ton-mile. With respect to Alas-
ka’s CV-880, we have modified the
recognized costs set forth in the notice
to reflect the 8.78-hour utilization in lieu
of the 11 hours used in the notice. This
adjustment results in total costs of 2.47
cents per passenger-mile and 11.7 cents
per ton-mile for the CV-880. On the
basis of these unit costs, the minimum
rates for round-trip passenger and cargo
services with the B-727 and CV-880 air-
craft are determined to be 2.45 cents per
passenger-mile and 11.9 cents per ton-
mile respectively. Minimum rates for
one-way passenger and cargo charters
and for convertible and mixed ** services
have been developed in accordance with
the approach followed for the larger jet
aireraft.

# Minimum rates for both variable and
fixed mixed charters will be set in accord-
ance with DOD’s request. The variable
mixed service is one in which a configura-
tion change is required to be made after
departure from point of origin.
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Accordingly, the following rates are
adopted for charters performed with B—-
727 and CV-880 aircraft:

Passenger, per passenger-mile;
g::nd fr?; 255

W o s
Cargo, per ton-milo:

SR L S e
C leg, per ton-mile
Mhl’(g. round trip, Pe.r plane-
mile, sliding scale
Variable
Fixed

z 2.73-2.26
2.57-2, 14

s o lh
Mixed, rounc , per plane-
mile, sliding scale:

25f 23027

Rates for charters performed with
piston aircraft. The notice proposed no
change in minimum rates for charters
performed with piston aircraft in most
geographical areas, where turbine opera-
tions predominate. Increases were pro-
posed for piston charters in the specific
geographical areas where turbine air-
craft have not generally been used.

Airlift, TIA, and DOD advocate in-
creases in the regular piston charter
rates, which they maintain are presently
below cost. Airlift recommends that
uniform rates be established for piston
chartersin all areas.

With respect to piston charters in
specific geographical areas, Alaska and
TIA support the proposed increases as
justified by experienced costs. On the
other hand, DOD objects to the pro-
posed increases, which it asserts are
justified primarily by inclusion of the
higher costs of infra-Alaska operations.
DOD Trecommends reduced rates for
DC-6 charters, no change in present
rates for other piston aireraft, and sep-
arate rates for infra-Alaska operations.

DOD also recommends that the mini-
mum ACL for the DC-6 be maintained at
83 passengers, rather than increased to
88 as proposed in the notice. DOD
points out that a carrier other than
Southern, who suggested the 88-pas-
senger ACL, is offering the DC-6 con-
figured at 83 seats.

The Board has decided to revise the
current minimum-rate structure apply-
ing to piston-powered aircraft and to
establish a uniform scale of minimum
rates for services performed with such
aircraft to be applicable in all areas
except within the State of Alaska.
These minimum rates will be at the same
level as those applying now to piston
operations in special geographical areas
where operations with turbine-powered
aircraft have not been economically or
operationally feasible, except that the
rates for one-way passenger and cargo
charters will be twice the respective
minimums for the round-trip services.
For piston services within the State of
Alaska a somewhat higher scale of rates
is established in recognition of the spe-
cial operating characteristics and costs
that attend such services.

Following are the rates adopted for
piston charters:

The scale of minimum rates currently
applying to the noncompetitive piston
services (i.e, those conducted in spe-
cific geographic areas where turbine
services are not feasible) is the same as
that which resulted from the first review
of Part 288 minimum rates. When Part
288 was first issued in July of 1961 (ER-
335, 26 F.R. 6763), the minimum-rate
scale was based on a rate of 2.9 cents per
round-trip passenger-mile. This was the
only scale developed primarily with ref-
erence to piston costs. In September of
1961 (EDR-35, 26 F.R. 8815), the first
review of Part 288 was undertaken prin-
cipally for the purpose of considering the
cost of implications of the participation
of turbine aircraft, a substantial num-
ber of which had by then been intro-
duced into the MAC program. This re-
view resulted in a reduction from a scale
based on 2.9 cents per round-trip passen-
ger-mile to one bhased on 2.75 cents per
round-trip passenger-mile, which ap-
plied uniformly to all international MAC
charters regardless of whether they were
performed with piston or turbine aireraft
(ER-347, 27 F.R. 689). The new mini-
mum-rate scale based on 2.75 cents per
round-trip passenger mile was, therefore,
one reflecting an averaging of turbine
unit costs with piston unit costs. How-
ever, at that time the difference between
reported piston and turbine unit costs
was not so great as it has become re-
cently. With one atypical exception,
unit costs per carrier, including carriers
using piston aireraft and others using
both types, were computed to fall within
a range of 5 percent above the round-
trip passenger rate or 4 percent below.
This range is not substantially different
from that obtaining among the exclu-
sively turbine costs of today's con-
tractors. J

Following this review, based on a mix
of piston and turbine costs, DOD an-
nounced that it would in the future pro-
cure only turbine services except in areas
where such services would not be oper-
ationally or economically feasible. If
requested another review of the mini-
mum rates based only on turbine costs,
which the Board promptly undertook
(EDR~-60, 28 F.R. 9989). This review
resulted in a further reduction in the tur-
bine rates from a scale based on 2.75
cents per round-trip passenger-mile to &
scale based on 2.55 cents per round-trip
passenger-mile (ER-401, 29 F.R. 2938).
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However, the Board retained the old
scale for application to the noncompeti-
tive piston services, but did not require
competitive piston services (i.e., those
operated in areas where competitive tur-
bine services were also performed) to
observe such higher minimums. It was
concluded that the Board should not
foreclose any possible use of piston serv-
ices by higher minimum rates, even
though, in view of the DOD announce-
ment, it appeared that there would be
little or no use of such competitive pis-
ton services.

The third general review of MAC mini-
mum rates was conducted last year and
resulted in .a further reduction in the
turbine minimum rates from a scale
based on 2.55 cents per round-trip pas-
senger-mile to the current scale based on
2.2 cents per round-trip passenger-mile
(ER-432, 30 F.R. 3861). The scale ap-
plicable to competitive piston services
was not reduced, and neither was that
applying to the noncompetitive piston
services. Thus, three separate scales of
minimum rates were stated: one for
turbine services based on 2.2 cents per
round-~trip passenger-mile, one for com-
petitive piston services based on 2.55
cents per round-trip passenger-mile, and
one for moncompetitive piston services
based on 2.75 cents per round-trip pas-
senger-mile. The decision not to main-
tain the minimum rates applicable to
competitive piston services at the same
level as the turbine rates was based
largely on carrier contentions that any
MAC procurement of competitive serv-
ices would not depend on their being
offered .at a rate competitive with the
turbines. It was also contended that
no carrier would be willing to offer piston
aircraft to MAC at the new low turbine
rates. Despite the fact that the 2.55-
cent scale was implicitly considered to be
below the costs of providing piston serv-
ices, no efforts were made to obtain an
increase.

In this review, both the carriers and
DOD contend that the minimum rates
for competitive piston services should be
increased. Moreover, it appears that the
MAC traffic requirements in the Pacific
are such that piston charters are now
being procured. The carriers have, how-
ever, been unwilling to offer such service
at rates equal to the current minimums,
and contract rates have been negotiated
that generally approximate the minimum
rates applled to noncompetitive piston
services.

There is no doubt that the minimum
rates now applicable to competitive
piston services are well below the costs of
operating such services. They were never
related to piston costs but were only made
applicable to such services for competitive
reasons. In view of recent events, how-
ever, it does not appear necessary to
maintain minimums at below ‘cost levels
for competitive reasons.

Predicting the costs of future piston
operations for MAC presents difficult
Problems. The investment in particular
piston aircraft varies widely depending
on the extent to which they have been
depreciated, and return requirements
thus yary similarly. Moreover, a large
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number, but by no means all, piston air-
craft are now fully depreciated. Without
forecasts of what the MAC piston re-
quirements will be and how they will be
met, it is practically impossible to pre-
dict the return requirements and depre-
ciation expenses to be included in the
underlying cost projections on which
minimum rates are based.

The only operations for which the
Board has experienced results are those
conducted in the noncompetitive areas.
There are five such services performed
by five different carriers. Excluding the
intra-Alaska service performed by Alaska
Airlines, which, as previously indicated,
will be treated separately, there are four
services which are largely performed in
mixed configuration by Airlift, Capitol,
Northwest, and Southern. As shown in
Appendix C, Southern’s DC-6 costs ap-
proximate $2.08 per aircraft-mile, which
is quite close to its yield of $2.05 under
the current minimum rafes. Airlift,
Capitol, and Northwest, operating the
larger piston aircraft show recognized
costs of $2.56, $2.14, and $2.42 per mile,
respectively. Capitol’'s and Northwest's
revenues per mile are only slighfly above
their indicated costs, while Airlift's yield
per mile is somewhat below its cost per
mile. These yields per aircraft-mile re-
flect in large measure the scale of mini~
mum rates now in effect for the non-
competitive areas, e.g., 2.75 cents for
round-trip passengers, 12.50 cents for
round-trip cargo, etc. These data and
comparisons indicate that minimum rates
based on 2.75 cents per passenger-mile
and 12.5 cents per cargo ton-mile would
be reasonable.

However, the existing scale of mini-
mums for the noncompetitive areas also
contains rates for one-way passenger and
cargo services reflecting very substantial
reductions from the round-trip rates re-
ferred to. These reductions from the
round-trip rate are much greater than
exist in the current or reduced minimum
rates for turbine aircraft. These one-
way minimums produce yields below $2.00
per aircraft-mile for the DC-7 and
I~1049 aircraft and as low as $1.40 per
mile for the DC-6. On the basis of the
cost data referred to above, such rate
yields would be unreasonably low. This
is due in part to the fact that the basic
rate scale reflects not only piston aircraft
costs but also, as noted, turbine costs.
In addition, the reduction of the one-
way rates from the corresponding round-
trip rates is not justified by current facts
and circumstances.

Accordingly, we have decided to estab-
lish the scale of minimum rates now
applying to the specific noncompetitive
areas to all piston aircraft charters (ex-
cept within Alaska) with the exception
of the one-way passenger and cargo
rates. For the one-way passenger mini-
mum we will fix 5.2 cents per passenger-
mile. This rate is the round-frip rate
less the 11 percent for cost savings on
the backhaul ferry used in connection
with other one-way rates. For the one-
way cargo rate, we will establish 25:00
cents per ton-mile, which is the eguiva-
lent of the round-trip rate. We believe
that the opportunities for cost savings on
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J
backhauls from one-way piston cargo
flights is de minimis and warrants no
adjustment of the one-way minimum
rate. Similarly, it appears extremely un-
Hikely that backhaul revenue flights could
be developed in connection with the one-
way piston charters, especially in view of
the large volume of one-way jet flights
now being operated. Therefore, no ad-
justment of either one-way rate is war-
ranted on this score. !

The new minimum rates herein estab-
lished for piston aircraft in all areas ex-
cept within Alaska will not change the
rates now applicable to round-trip pas-
senger and cargo charters and to mixed
charters being performed in the non-
competitive areas. The one-way rates
in those areas would be increased to a
level more in line with costs. In the
competitive areas, the new minimum
piston rates will permit economical op-
erations of piston aircraft when and if
needed by MAC to fulfill its transporta-
tion requirements.®

In view of the DOD allegation that it
will continue to pay Southern for 88
passengers on its DC-6's where that
number of passengers is carried regard-
less of the fact that Part 288 states only
an 83-passenger ACL for the DC-6, we
will retain the 83-passenger ACL for the
DC-6. This appears necessary, since
DOD alleges that other DC-6 contractors
do not carry more than 83 passengers.

With respect to rates for intra-~Alaska
piston services, we will finalize the rates
proposed in the Notice, which reflect a 5-
percent increase over the current rates,
except for the one-way passenger and
cargo minimums. Even with the 5-
percent increase, these rates would pro-
duce unreasonably low revenues per mile
in relation to the costs of intra-Alaska
services with piston aireraft. "This re-
sults from essentially the same factors
as discussed in connection with the other
piston rates. Similar treatment of the
intra-Alaska one-way minimum rates
produces a rate of 546 cents per pas-
senger-mile and 26.20 cents per cargo
ton-mile. By the same token, these rates
are also 5 percent above the correspond-
ing minimum piston rates for all other
areas.

Standard mileage. Subsequent to the
inception of this proceeding, MAC in-
formally requested the Board to establish
standard mileages for services in or
through Japan and thereby obviate the
three sets of mileages now required de-
pending on whether a fligsht stops at
Tokyo International, Tachikawa, or
Yokota. MAC states that minor mileage
differences create very small price dif-
ferences depending on the airport served
and that keeping track of these differ-
ences creates an administrative burden
on both MAC and the carriers out of
proportion fo the amounts involved.
MAC's proposal appears to be reasonable,
but the necessary proposed amendment
of Part 288 was inadvertently omitted
from the Notice. We will proceed now to

1% We note that several carriers have re-
cently contracted to operate transpacific pis-
ton charters at rates close fo the minimum
rates herein established.
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so modify Part 288, subject to petition
for reconsideration by any person. We
note, however, that Part 288 as now writ-
ten provides that transpacific mileages to
and from points beyond Tokyo are to be
computed via only Tachikawa Air Base
irrespective of the airport actually
transited. We see no need to change
this, and consistent therewith we will
modify § 228.7(d) (2) to provide that
mileages to and from Japan will be
computed to and from Tachikawa Air
Base.

Effective date. Because of the high
level of aircraft utilization achieved by
the MAC carriers in the first four months
of fiscal year 1966, it appeared that the
carriers would earn excessive returns on
their MAC services under the minimum
rates established by the Board in March
1965. The Notice therefore proposed
that the revised rates be made effective
February 1, 1966. While we recognize
the value of rate stability, in our opinion
the effect on unit costs of the increased
utilization and the resulting high profits
are developments materially affecting
the nature and costs of the contract serv-
ices that necessitate a reduction of mini-
mum rates before the end of the fiscal
year. While an early reduction in rates
was proposed in this instance because it
would be inequitable to require DOD to
continue to pay at a rate that produced
excessive earnings for the carriers, it was
pointed out that the principle of effecting
rate changes within a contract year to
reflect unforeseen changes in circum-
stances would, in the long run, protect
the interests of both the carriers and the
Government.

DOD states that it would concur in a
decision by the Board to make the new
rates effective before July 1, provided
that the Board makes the findings re-
quired by its contracts with the carriers.®
However, the Department notes that the
intent of its present policy of three-year
contract cycles with annual rate reviews
is to introduce stability into its airlift
contract program and that midyear rate
changes detract from this stability with-
out adding to the long-run savings or
reducing the expense to the Government.
DOD does not believe that the current
rates should be changed prior to July 1
on the basis of increased utilization rates
unless the Board concludes that the car-
riers should be able to continue such high
utilization even if the volume of DOD
business returns to a more normal level.

A number of carriers who oppose the
February 1 effective date base their ob-
jections principally on three factors:

2 The contract provision referred to by
DOD and the carriers reads as follows: “Ex-
cept as otherwise provided in this contract,
the prices set forth in this contract shall
remain in effect throughout the period of
performance of this contract (July 1, 1965,
through June 30, 1966) unless the Civil Aero-
nautics Board determines that inequities
would result to either the Department of
Defense or the domestic or international in-
dustry under contract to MAC and then only
provided that the Inequity results from new
facts not available for submission to the
Board when it established the rate levels for
this contract year.”
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The MAC contract provisions, the need
for rate stability, and practical consid-
erations inhibiting any prompt estab-
lishment of a later necessary rate in-
crease. The carriers argue that no “new
facts” within the meaning of the con-
tract provision have developed and that
there is no showing of any *“inequity”
resulting from the current rates, They
contend that the proposal to change the
minimum rates during the contract year
creates accounting problems, hinders
financial planning, and jeopardizes mar-
ket stability. The carriers also maintain
that a later increase would not be a
meaningful offset to the presently pro-
posed rate reductions, because in the
time required to effect such an increase
the carriers, particularly the supplemen-
tals, might suffer serious consequences.
The carriers also point out that MAC’s
dependence on annual Congressional ap-
propriations might force it to reduce the
volume of traffic or to expand operations
within its own fleet if rates were in-
creased during the fiscal year.

Upon full consideration of the matter,
we have determined to adhere to our
proposal in the notice to provide for an
early effective date for the revised mini-
mum rates. Although the Board be-
lieves that rate stability is desirable, it
must reserve the right to continue sur-
veillance of the minimum rates and to
effect changes up or down when such re-
visions are required on the basis of un-
foreseen changes in facts not before the
Board at the time the rates were set.
In this case, it has become apparent that,
for the bulk of the services subject to
the provisions of Part 288, the sharply
increased requirements of the military,
combined with increased commercial
traffic, have resulted in significant and
unforeseen increases in aircraft utiliza-
tion and lower unit costs. The carriers
do not contest the fact that their earn-
ings have become excessive in relation to
established rate-of-return standards.
Under these circumstances, a prompt re-
duction in the minimum rates is required.

We also find that unusual circum-
stances justify an early effective date for
those minimum rates which we are in-
creasing. Thus, at the time of our last
rate review, the Defense Department had
been making no use of piston aircraft
for services in areas served by jets. The
Department is now utilizing such equip-
ment; and since the minimum rates are
substantially below cost, it is appropriate
to establish revised minimums promptly.
Rates for the CV-880 and the intra-
Alaska operations primarily affect Alaska
Airlines, a heavily subsidized carrier that
has suffered system net operating losses
in the past two years and whose balance
sheet reflects a negative equity. A
prompt effectuation of revised minima is
necessary in order to avoid a further
drain on this carrier’s resources.”

= Seaboard contends that there is a ques-
tion of law as to whether the Board can make
the new minimum rates effective at an early
date, because section 4(c) of the Administra-
tive Procedure Act requires publication or
service of a substantive rule thirty days be-
fore its effective date. It should be noted

The objections based on the MAC con-
tract provision are without merit. The
carriers opposing the proposed early ef-
fective date appear to interpret the con-
tract provision as limiting the Board’s au-
thority and duty to make changes in
the minimum-rate conditions as chang-
ing facts and circumstances may war-
rant. We do not believe that such a
result was intended or can be supported.
In November 1964, before the contracts
including the cited provision were en-
tered into, we informed DOD that the
minimum rates established in the pro-
ceeding then in progress would be recon-
sidered only on the basis of new facts
not available or before the Board at the
time. We reiterated our intention in
setting the minimum rates in March
1965 that those rates would remain in
effect throughout fiscal year 1966 absent
some development that would materially
affect the nature and costs of the con-
tract services. Such a development has
occurred, and it would be inequitable to
leave the minimum rates at their present
level for the remainder of the fiscal year.
This inequity results from new facts
that were not available for submission
to the Board a year ago, primarily the
greatly increased aircraft utilization,
both military and commercial, that oc-
curred in the latter half of calendar year
1965. In our opinion, no further find-
ings are necessary to justify establishing
an early effective date. Indeed, we be-
lieve that we would not otherwise fulfill
our statutory duty. We will adhere to
the policy announced last year that the
minimum rates established herein will
remain in effect throughout fiscal year
1967 absent some development that
would materially affect the nature and
costs of the services.™

We have determined that the new
minimum charter rates shall become ef-
fective April 1, 1966. Although the no-
tice proposed an effective date of Feb-
ruary 1, 1966, we believe it is desirable
as a general rule that adjustments of
minimum rates not be made effective ret-
roactively except in the most unusual cir-
cumstances. We have also taken into
consideration the fact that those car-
riers which do not require exemptions to
perform MAC contracts have tariff rates
on file with the Board that cover the
period since February 1, and reducing
the minimum rates for that period would

that section 4(c) also states that an agency
may provide a lesser notice upon good cause
found and published with the rule, We have
found good cause for setting an early effec-
tive date, and the notice of rulemaking gave
notice to all parties that we proposed to do
80. As a technical matter it should also be
noted that we are not as a matter of law
depriving the carriers of any benefits; we
are establishing minimum reasonable rates.

=2 World Alrways argues that there will be
no automatic rate reduction unless the Board
modifies its exemption orders or DOD modi-
fles its contracts. We see no necessity t0
modify the exemption orders, which are con-
ditioned upon the observance of the contract
terms and the minimum rates specified in
Parts 288 and 399. We are in this proceeding
changing some of these minimums. The
implementation of the revised minimums isa
matter solely between the carriers and DOD-.
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be inequitable to the other carriers. The
considerations that led to the proposal
to make these rates effective early still
exist, however, and constitute good cause
for making these changes effective on
less than 30 days' notice. Therefore,
we conclude that the new minimum rates
adopted should go into effect at the ear-~
liest prospective date. We will allow the
carriers operating under tariff rates to
file immediate tariff changes.

Reissuance. Since it is also necessary
to amend Part 288 at this time to reflect
the redesignation of the Military Air
Transport Service as the Military Airlift
Command, we shall reissue the part and
incorporate all amendments made since
the last reissuance in 1965.

Pursuant to § 302.38(d) of the proce-
dural regulations, express provision is
hereby made for the filing of petitions
for reconsideration with respect to those
changes adopted herein that were not
proposed in the notice; ie., minimum
rates for the CV-880, for DC-8F-61 mixed
charters, for B-727 fixed mixed and one-
way variable mixed charters, for fixed
mixed and one-way variable mixed char-
ters with other turbine-powered aircraft,
and for piston charters in areas com-
petitive with turbine charters, and the
standard mileage applicable to Japan.
Petitions for reconsideration and an-
swers thereto shall be governed by the
provisions of § 302.37 and shall be served
upon the Department of Defense and all
carriers who have filed comments in this
proceeding. Petitions must be filed on
or before April 11, 1966, and answers
thereto before April 18, 1966.

In consideration of the foregoing, the
Civil Aeronautics Board hereby amends
and reissues Part 288 of the economic
regulations (14 CFR Part 288), effective
April 1, 1966, as set forth below.

Subpart A—General
Sec.
288.1 Definitions.
2882  Applicability.

Subpart B—Exemption, Conditions and
Requirements

2885 Exemption,

2886 Scope of exemption.

28817 Reasonable level of compensation.

2888  Application for other relief.
Subpart C—Enforcement

288.16 Violations.

Subpart D—Duration
288,18 Expiration.
AUTHORITY : The Provisions of this Part 288
Issued under secs. 204 and 416 of the Federal

Aviation Act of 1958, 72 Stat. 743 and 771;
49 U.S.0. 1324 and 1386.

Subpart A—General
§288.1 Definitions.

As used in this part:

“Act” means the Federal Aviation Act
0f 1958, as amended.

“Air carrier” means a citizen of the
United States holding economic operat-
lﬂzA authority to engage in air transpor-
tation as a direct air carrier with large
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aircraft, other than the authority con-
ferred by this part.

“Large aircraft” means an aircraft of
more than 12,500 pounds certificated
maximum takeoff weight.

“MAC” means the Military Airlift
Command.

“North Pacific routing” means a route
between a point in the 48 continguous
States and Japan via Alaska.

“Short-notice MAC charter service”
means foreign and overseas air trans-
portation, and air transportation between
the 48 contiguous States on the one hand
and the States of Hawaii or Alaska
on the other hand, in planeload lots of
persons and/or property pursuant to civil
augmentation contracts with MAC
whereunder the first flight under an
award occurs not more than 3 weeks
after the date established by MAC for
the submission of proposals by the air
carriers and all flights are to be per-
formed within 30 days of the first flight:
Provided, That MAC traffic only is car-
ried on such flights.

“Substitute service” means the per-
formance by an air carrier of foreign or
overseas air transportation, or air trans-
portation between the 48 contiguous
States, on the one hand, and the States
of Alaska or Hawalii, on the other hand,
in planeload lots pursuant to an agree-
ment with another air carrier to fulfill
such other air carrier’s contractual obli-
gation to perform such air transporta-
tion for MAC and when the performance
of such air transportation is not to take
place during a period longer than 3
weeks.

“Supplemental air carrier” means an
air carrier deriving its operating author-
ity from either an interim certificate or
interim authority issued pursuant to
Section 7 of Public Law 87-528 or a cer-
tificate of public convenience and neces-
sity for supplemental air transportation
issued pursuant to section 401(d) (3) of
the Act.

All terms defined in the Act and not
otherwise defined in this part are used
in the sense of their statutory definitions.

§ 288.2 Applicability.

This part applies to substitute service
and short-notice MAC charter service by
air carriers holding economic authority
from the Board to provide air transpor-
tation of persons and/or property by the
use of large aircraft and which have con-
tractually committed their CRAF air-
craft to the Department of Defense:
Provided, That, in the case of short-
notice MAC charter service, the award
contains or is accompanied by a written
statement of the military establishment
that such award is for transportation
necessary to fulfill unforeseen military
requirements as to which time is of the
essence.

Subpart B—Exemption, Conditions,
and Requirements
§ 288.5 Exemption.

(a) Subject to the provisions of this
part and the conditions imposed, air car-
riers holding authority from the Board
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to engage in air transportation of per-
sons and/or property by the use of large
aircraft and which have contractually
committed their CRAF aircraft to the
Department of Defense are hereby ex-
empted from the following provisions of
Title IV of the Federal Aviation Act of
1958, as amended, and the Board’s eco-
nomic regulations: section 403 of the
Act; Part 221 of this chapter.

(b) Subject to the provisions of this
part and the conditions imposed, air
carriers, other than supplemental air
carriers, holding authority from the
Board to engage in air transportation of
persons and/or property by the use of
large aircraft and which have contrac-
tually committed their CRAF aircraft to
the Department of Defense, are hereby
exempted from the following previsions
of Title IV of the Federal Aviation Act of
1958, as amended, and the Board's eco-
nomic regulations: section 401(a) of the
Act; Part 202 of this chapter; Part 207
of this chapter.

§ 288.6 Scope of exemption.

The exemptions granted in §288.5 ex-
tend only to transportation of persons
and/or property under agreements for
short-notice MAC charter service as de-
fined herein, where the award contains,
or is accompanied by, the written state-
ment set forth in the proviso to § 288.2,
and to substitute service as defined here-
in. This authority is in addition to all
other authority to engage in air trans-
portation issued by the Board to any
air carrier and will not be construed as
in any manner limiting such other au-
thority.

§ 288.7 Reasonable level of compensa-
tion.

It shall be a condition on the exemp-
tions granted by this part that the level
of compensation for transportation pro-
vided for short-notice MAC charter serv-
ice and substitute service shall not be
uneconomically low.

(a) Minimum charges. In the ab-
sence of specific Board approval, the
compensation for such services shall not
be less than the following:

(1) For services other than those spec-
ified in subparagraph (2) of this para-
graph:

(1) Performed with turbine-powered
aircraft:

Turbine aircraft
other than B-727
Rates for and CV-880
B-727 and
Type of servioce CV-880
aircraft Rates for
Regular orth
rates Pacific
routing
Passenger, per passen-
ger-mile: Cents Cents Cenis
Round trip.... ... 2. 45 2.00 2.00
Oneway. - ccoeeeeaa o 4.41 3.60 3. 60
Cargo, per ton-mile:
Round trip..._ ... 11.9 9,00 9.25
OD0 WBY S oo 22.4 16. 96 17,45
Convyertible:
Passenger leg, per
a o r-m o 2. 60 2,15 215
argo leg, per
% ool oS
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(1) Performed with piston aircraft:
Turbine aircraft Tons of cargo
" other dﬂ(‘l:u\l}l_g;gﬂ Number of
Ratesfor an Operations in all gers
727 and areas except Aireraft type (all-passen-
Type of servies CV-880 within Alaska ger and Con-
aircraft Rates for Rates convertible | All-carga | vertible
Regular | North Type of service within fiights) flights | flights
rates Pacific Rates for| Alaska
routing Regular l_l:!::ﬁtﬁh
rates i
routing OV e 110 18 16.5
Mh;gr mvcnggr plane- 16404 1% ?g'u f\

; v ]| Vi e <8 o e e e e e e e AT S 5
mile for following Passenger, per passenger-| 1~1049-C/E, 95 18 15
number of - milge: o= Cents Cenis Cents DC-7-B/C/CF/ 95 18 15
gers and pallets: Round trip. 2.75 2.75 2,80 L-1040A__ 88 15 12

Round trip, variable: 520 5.20 VT 2 (3 e 88 15 12
Dollars | Dollars | Doltars DC-6-A/B/C__ 83 13 2
3.56 3.5 -l 1250 13. 1310 DC4____ 60 8 6
g.g: %g; cOne v:isg; ............. 25.00 26.00 26.20
“ onver 01
3.54 3.57  Passenger leg, b Provided, That, for the purpose of this
%553 gig cm lrégwpﬁ S a3 A8 280 paragraph (b), compensation equal to
3.53 3.50 allesc s o 15. 00 16,00 1580 the minimum rate applied to the load
S g 7ot that actually can be accommodated shall
330 %.30 eaue p ixelgmn‘.llre ?ie co’t;sidered ecotedngmlc whenever ga car-
3 2 oW % er preven rom accommodating
3.2 3.7 eraft and number A
g.gg §'§ :: seats iznz}ancd abg:ad ;qual to the ainhnum SDgClﬁed
s 3. reques above, for reasons other than adverse
3.20 3.35 :
3.29 3.35 DC-8A/B: Dottars | Doltars | Domars ~ Weather, off-loading by MAC, or the
3.78 3.38 Y B ey 3 bulk of the cargo supplied by MAC, but
Dotéa;; Dettare 144 in no event less than 90 percent of the
6.25 6.30 55-64. above minimum loads. For purposes of
34 a8 ey this proviso, failure by the carrier to ac-
30 X AL e commodate more than 12 loaded pallets
6 6.30
&g 6. 44 DC—(';,%I;‘(.}}EIW on the B-707-320B/C and DC-8F air-
ca -5 L1649 AJF craft, or 10 loaded pallets on the CL-44
o 12,36 aireraft, irrespective of the total weight
sy R 2 *% % thereof, on the all-cargo segment of any
6.03 6.10 60-71_ 2.63 convertible charter flight, due to the
&g g- 2 gg,_, -- %% presence of galley equipment and/or
6.00 €20 3 and over.. ... 274 crew facilities on the main deck of the
&}; & g; aircraft for use on that convertible

pRPRN
B3

pRRRe

8285

aR358d

1 All-cargo rate applicable on flights designated as all-
cargo where limited services for the personnel who may
be carried are required under the MAC contract.

2 Rate applicable on flights designated ag mixed where
full passenger services are required under the MAC con-
tract,

Provided, That, subject to the provi-
sions of paragraph (b) of this section,
the minimum rates specified in subdi-
visions (i) and (i) of this subparagraph
shall not be applicable to passengers or
cargo carried on a particular trip in ex-
cess of the amount that the contract calls
for MAC to supply and the carrier to
provide space.

(2) The compensation for substitute
service shall not be less than that which
the prime contractor would have re-
ceived under his contract with MAC.

charter flight, is deemed to be due to the
bulk of the cargo supplied by MAC.

(¢) Round-irip services defined. For
purposes of this section, round-trip serv-
ices mean short-notice MAC charter
service where (1) passengers and/or
cargo are transported on two or more
successive revenue flights and the last
revenue flight terminates within 250
statute miles of the point of origin of the
first revenue flight or, by mutual consent
of MAC and the carrier, at a point within
250 statute miles of the carrier’s princi-
pal operating base; (2) the scheduling
permits departure within 4 hours after
arrival at each point to be served except
at one point where the aircraft may be

PAB S S

RB8ER

(b) Minimum aireraft loads. The scheduled for departure within 72 hours

minimum charges established by para- after arrival; Provided, That, on flights

trip, variable: serving more than one U.S. departure

Ty { e N 4 D e N graph (a) of this section shall be deemed

150 and 5 = T economic only when the resulting boint, by mutual consent, MAC and the
47and 13 8 [ revenues are at least the equivalent of carrier may agree on not more than three
D%E;;H‘,,m..d 435 | oo such charges applied to the following &Oeigt: wr(;ere :ile aiwﬂ;rtgfi; !.lezabl" :\fr:c:fii;

trip, fixed: minimum loads: or departure
0 and 5 f?ég arrival; and (3) the air earrier operates
4.15 Tans of carge en route not more than one ferry flight
e Number of not exceeding 50 statute miles without
i Alreraft type | (all-passen- compensation and not more than oné
Tand o er and Con-  ferry flight not exceeding 1,500 statute

£
cogghrg;ﬂe Agﬁgo m%o miles for compensation equal to not less
than 75 percent of the round-trip cargd
rate specified in paragraphs (a) and ()
of this section where only cargo is car-
ried on the other portions of the whole
trip and for compensation equal to 1ot
less than 75 percent of the round-trip

NN®me
SE

NNNNS
az3zy
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graphs (a) and (b) of this section in all
cases where passengers are carried on
any other part of the whole trip.

(d) Computation of passenger-miles
and cargo ton-miles—(1) General rule.
For the purpose of this section, the com-~
putation of passenger-miles and cargo
ton-miles shall be based on no lesser
mileage than the nonstop airport-to-
airport distance, in terms of statute miles
from the point of origin of the revenue

RULES AND REGULATIONS

flight to the point of destination of such
flight, via such intermediate points as are
required to be served by the terms of the
MAC contract.

(2) Transpacific services. Inthe case
of transpacific services between the 48
contiguous States and points beyond
Alaska or Hawalii, the general rule shall
not apply but the mileage shall be com-
puted as prescribed in Schedule A incor-
porated in this paragraph, as follows:

ScHEDULE A—TRANSPACIFIC ROUTINGS

And

Between
- | Phili
Inop-

Nam Iglands

Guam

For- Oki-

Wake [Hawail nawa |Japan?| Alaska

Gnam.__
Philippine Islands. %
South Viet-Nam. . ooeee.o 1

Routings:

Direct.

Via Anchorage.

Via Tachikawa.

Via Anchorage-Tachikawa,

Via Anchorage-Tachikawa-Clark.
Via Honolulu.

. Via Honolulu-Wake,

. Via Honolulu-Wake~Clark.

Nore: Alternative routi
mediate point along the mid-Pacific route be served.

! Any place in the State of California, Oregon

PN o

9. Via Wake,

10. Via Wake-Guam,

11, Via Guam.

12. Via Olark.

13, Via Wake-Olark,

14, Via Honolulu-Wake-Guam.
15. Via Tachikawa-Clark.

7, 8, and 14 are to be used for calenlation of the mileage if MA O requires that an inter-

or Washington,

* For services to and from Japan, compute mifeago to and from Tachikawa Air Base.

(3) Transatlantic services., In the
case of transatlantic services, when the
nonstop airport-to-airport distance be-
tween origin and destination of the flight
is 4,000 miles or more and no infer-
mediate points are specified by the terms
of the MAC contract, the mileage shall
be no less than as computed via Shannon,
Ireland, or via Lajes/Santa Maria,
Azores, whichever routing yields a lower
mileage.

(e) On-loading and off-loading of
traffic. It shall not be deemed a viola-
tion of the provisions of this section for
an air carrier operating a charter flight
to permit MAC to on-load and/or off-
load traffic (passenger or cargo) at any
operational stops en route made for the
carrier’s convenience, to the extent that
it does not interfere with the carrier’s
scheduled ground operation: Provided,
That the carrier receives minimum com-
pensation consistent with the provisions
of this section for resulting load carried
on any flight stage which is in excess of
the load paid for under the contract.

§288.8 Application for other relief.

Air carriers may make timely applica-
tions for authority to engage in air
transportation for the military estab-
lishment not covered by this part, in-
cluding relief from any limitation or
requirement imposed by this part. Such
applications shall be governed by the
brovisions contained in Part 302, Sub-
parts A and D of this chapter.

Subpart C—Enforcement
§288.15 Violations.

Operations by any carrier for the mili-
tary establishment which are not with-
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in the scope of such carrier’s basic au-
thority or of this part or of other author-
ity granted by the Board prior to the
time such operations are undertaken,
or noncompliance with any applicable
requirements, conditions or limitations
in this part constitute violations of the
Federal Aviation Act of 1958 and will
render the offending air carrier subject
to imposition of lawful sanction, includ-
ing in proper cases criminal prosecution
under section 902(a) of the Act.

Subpart D—Duration
§ 288.18 Expiration.

(a) This part shall expire June 30,
1967, unless rescinded by the Board at an
earlier date. The Board reserves the
right to rescind this part or any provi-
sion thereof at any time, with or without
notice or hearing, as the public interest
may require.

(b) The transportation services per-
formed pursuant to the authorization
granted in this-part do not constitute an
activity of a continuing nature within
the meaning of section 9(b) of the Ad-
ministrative Procedure Act, 5 U.S.C.
1008(b).

By the Civil Aeronautics Board: *

[SEAL] HaroLD R, SANDERSON,

Secretary.

[F.R. Doc. 66-3604; Filed, Apr. 4, 1966;
8:456 a.m.]

= Joint concurring and dissenting state-
ment of Vice Chairman Murphy and Member
Minetti filed as part of the original document.
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SUBCHAPTER F—POLICY STATEMENTS
[Reg. No. PS-30]

PART 399—STATEMENTS OF
GENERAL POLICY

Military Exemptions and Military
Tariff Rates

Adopted by the Civil Aeronautics
Board at its office in Washington, D.C,,
on the 29th day of March, 1966.

On January 13, 1966, by notice of pro-
posed rule making EDR-96/PSDR-15
(31 F.R. 565), the Board proposed to
amend Part 399 by changing the mini-
mum rates for domestic military char-
ters and for individually ticketed and
waybilled military transportation. Writ-
ten data, views, and arguments have been
filed in response to the notice. All com-
ments and supporting statements before
the Board have been carefully considered,
and all contentions not otherwise dis-
posed of hereinafter are rejected. Final
amendments to Part 288, Exemption of
Air Carriers for Short-Notice Military
Contracts and Substitute Service, are
being adopted concurrently herewith
(ER-456) .

Domestic military cargo charters.
With respect to domestic military cargo
charters (Logair and Quicktrans), the
notice proposed a decrease in the CL-44
minimum rate, an increase in the C-46
rate, a multielement rate (consisting of
a basic mileage rate plus $100 per land-
ing) for the DC-6A and AW-650, and no
change in the minimum rate for DC-TF
and L-1049H aircraft. Comments on the
proposals were received from five car-
riers* and from the Department of De-
fense (DOD). Upon consideration of the
comments and adjusted cost data, the
Board has adopted revised minimum
fair and reasonable rates, which are
listed below along with the current rates
and the rates proposed in the notice:

Rate per aircraft statute mile
(course-flown)
Aircraft type

Present |Proposed| Adopted

$1.950 $1.950 $1. 950

2.40 1.788 2.207

735 . . 830
1.40 11,17 11.1765

! Plus $100/landing,

Aaxico, Zantop, Tiger, and DOD raised
various objections to the adjusted costs
recognized by the Board. Airlift assert-
ed a return element equal to 19 cents
per mile should be allowed in the C-46
rate. World objected only to the pro-
posed dual-element rate for DC-6A and
Argosy services and urged that the rate
continue to be established as a single
rate per aircraft-mile.

Aaxico proposes that the total oper-
ating cost of $1.35 per revenue mile for
DC-6A aircraft recognized by the Board
should be increased by 2.3 cents. Of this
amount, 2.1 cents purports to be an in-

1 AAXICO/Saturn Airways, Inc., Airlift In-
ternational, Inc., The Flying Tiger Line Inc.,
World Airways, Inc., and Zantop Air Trans-
port, Inc.
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