


time-sharing. Generally, under a dry lease
structure, a lessee can lease an aircraft and
must hire pilots from an independent entity,
which is not owned by the shareholders/
members of the aircraft owner. The owner/
lessor cannot require that the lessee use any
specific pilot or pilot company.

The issue of possession, command, and
control and operational control must be
addressed to ensure that the flights are not
subject to the federal excise tax and that they
are operated in compliance with the FARs.
The truth-In-leasing requirements in FAR 91.23
will apply to a dry lease. Each state may have
different state sales/use tax results for this type
of operation. Federal tax issues, such as passive
activity losses, also need to be considered.

Time-sharing

Time-share is defined in FAR 91.501(c) as
“an arrangement whereby a person leases

his airplane with flight crew to another
person, and no charge is made for the
flights conducted under that arrangement
other than those specified in paragraph
(d) of this section”. This option, like joint
ownership, is also generally available only
to large aircraft. An owner may still be
able to utilize a time-share arrangement
if it complies with the special “NBAA
exemption” to FAR 91.501 (available to
NBAA members who also otherwise meet
the requirements of the exemption).

FAR 91.501(d) limits the amount an owner
can charge for a time-share flight. The
charge is limited to a list of 10 items, which
in the past usually did not fully reimburse
the owner for the full cost of the flight.
Basically, the owner can charge two times
the cost of fuel for that flight plus some
miscellaneous trip expenses. The truth-In-
leasing requirements in FAR 91.23 also will
apply to a time-share.

There are unexpected FAA issues that can
trip up an unsuspecting owner. One of these
is that a company that has no other business
purpose than operating the aircraft cannot
time-share an aircraft to another person

or entity. Generally, time-share flights will

be subject to the federal air transportation
excise tax, which must be collected and
remitted by the owner. Each state may have
different state sales/use tax results for this
type of operation. =l
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