
 

 

PUGET SOUND PILOTS RESPONSES TO DATA REQUEST NO. 131-132 of  
PACIFIC MERCHANT SHIPPING ASSOCIATION 

TP-250574 

DATE PREPARED:  February 17, 2026 

February 25, 2026 

WITNESS:   Eric Klapperich 

REQUESTER:  PMSA RESPONDER:  Eric Klapperich 

 

DATA REQUEST NO. 131: 

This request is based on Capt. Klapperich’s testimony concerning pilot tax treatment of 
transportation expenses in Exhibit ECK-08T at 19:19-21 (“All PSP members are organized as 
incorporated S-Corps or LLCs and are dispatched by PSP pursuant to PSP’s operating rules and 
bylaws.”).  

For each pilot entity (S-Corp or LLC) that received transportation reimbursements in the test 
year: 

(a) Entity legal name and type (such as S-Corp or LLC); 

(b) Date of formation/incorporation; 

(c) Whether the entity has filed Form 8829 (Business Use of Home) claiming allowable 
expenses for business use of the pilot’s home, and a copy of each filing; and 

(d) Whether the entity has filed any IRS forms designating the pilot’s residence as   
 “principal place of business.” 

 

RESPONSE TO DATA REQUEST NO. 131:  

Puget Sound Pilots (“PSP”) objects to this request as overbroad, unduly burdensome, and not 
reasonably calculated to lead to the discovery of admissible evidence because it requests 
information about entities not regulated by the WUTC. PSP further objects to this request to the 
extent that the requested information is not in the possession and control of PSP.  

 

SUPPLEMENTAL RESPONSE TO DATA REQUEST NO. 131:  

In addition to PSP’s objection stated above, PSP provides the following supplemental response.  
PSP’s Bylaws, which were provided as a PMSA exhibit (Exh. MM-09) specify the authorized 
pilot entities for membership in PSP. Thus, the basis for the statement in Exhibit ECK-08T at 
19:19-21, cited in this data request is: 1) Captain Klapperich’s personal knowledge as a pilot 
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member of PSP, and 2) PSP Bylaws, Section 5.2.1, found at Exh. MM-09 at page 6.  PSP does 
not have knowledge of individual pilots’ tax filings, nor is such information in its possession.  
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DATA REQUEST NO. 132: 

This request is based on Capt. Klapperich’s testimony concerning pilot tax treatment of 
transportation expenses in Exhibit ECK-08T at 19:2-3 (that “transportation expenses are handled 
through PSP”), at 19:19-21 (“Furthermore, Captain Moore mischaracterizes the IRS rules. All 
PSP members are organized as incorporated S-Corps or LLCs and are dispatched by PSP 
pursuant to PSP’s operating rules and bylaws.”), and at 20:1-7 (“These member corporations 
utilize the pilot’s residence as the principal place of business and travel to temporary work 
locations. Under IRS Publication 463 (2024), regardless of whether the Commission 
characterizes pilots as employees traveling to temporary work locations, business owners 
traveling to and from a customer or client’s place of business, or business owners traveling out of 
town for work, these transportation expenses are deductible under IRS rules. So even if tax-
deductibility is relevant to the ratemaking question, Captain Moore’s analysis is still incorrect.”).  

(a) Please explain which of these statements is true and why: 

(1) PSP handles transportation costs as expenses such that they are claimed by 
individual pilots as deductions.   

(2) PSP handles transportation costs as expenses such that they are not claimed 
by individual pilots as deductions.   

(b) If deducted, please provide copies of PSP’s partnership tax return (Form 1065) for 
tax years 2021-2024, including: 

(1) Schedule K (Summary of Partners’ Shares); and 

(2) All Schedule K-1s (Partner’s Share of Income, Deductions, Credits, etc.) 
issued to all individual pilots and/or their entities (redacted for names, 
addresses, and SSNs, but showing each partner’s or partner’s entity name, 
type and line-item allocations). 

(c) If deducted, please identify on each K-1 which line item(s) transportation expenses 
are reported on, specifically: 

(1) Are transportation reimbursements shown as guaranteed payments (Line 4)? 

(2) Are they shown as other deductions (Line 13)? 

(3) Are they included in the pilot’s distributive share of income/loss? 

(4) If not reported on K-1s, explain how pilots report these amounts for tax 
purposes. 

(d) If not deducted, please so admit. 

(e) With respect to the claim that pilot entities can deduct these expenses under IRS 
Publication 463, please provide copies of any tax opinions, memoranda, or advice 
PSP has received regarding the following issues, including any communications 
with the IRS regarding these issues: 
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(1) Whether transportation reimbursements from PSP to pilot entities are taxable 
income; 

(2) Whether transportation expenses by PSP to third-party transportation 
providers are reflected in pilot taxable income; 

(3) Whether pilot entities can claim home office deductions for pilotage work; 
and 

(4) Whether travel from residence to assignments qualifies as deductible 
business travel. 

 

RESPONSE TO DATA REQUEST NO. 132:  

Puget Sound Pilots (“PSP”) objects to this request as overbroad, unduly burdensome, and not 
reasonably calculated to lead to the discovery of admissible evidence because it requests 
information about entities not regulated by the WUTC. PSP further objects to this request to the 
extent that the requested information is not in the possession and control of PSP.  

Without waiving the objection and subject thereto, PSP responds as follows: 

PSP is not aware of the individual deductions of the individual pilots.  

PSP accounts for all required expenses prior to distributing pilot compensation.  

Regulatory accounting and tax accounting are distinct financial reporting systems and are 
designed for different purposes and audiences. Tariff rates should be set to recover prudent 
operating expenses regardless of IRS deductibility.   

In regards to (e), PSP does not have in its possession such documents. 

 

SUPPLEMENTAL RESPONSE TO DATA REQUEST NO. 132:  

In addition to PSP’s objections stated above, PSP provides the following supplemental response 
to subparts a) and d). 

PMSA is selectively taking testimony out of context in a way that misrepresents Captain 
Klapperich’s testimony.  The full sentence on p. 19 lines 1-3 of Captain Klapperich’s rebuttal 
testimony, Exh. ECK-08T, is as follows: “Based on my understanding, pilots are not claiming 
transportation expenses as deductible expenses on their tax returns because transportation 
expenses are handled through PSP.”  (Emphasis added.) 

Further, Captain Klapperich’s testimony on Exh. ECK-08T at 19:19-20:7 cited by PMSA in this 
data request, was rebutting the testimony of PMSA witness Moore that travel costs to 
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assignments from pilots’ homes would result in an expense that is not treated as a deduction of 
travel costs for tax purposes under the IRC and Treasury regulations and therefore should not be 
included in the Transportation Charge.  See Exh. MM-01T at 116:17- 117:2. Captain 
Klapperich’s testimony rebuts this assertion and makes the point that travel from residences to 
various locations could be considered travel from the principal place of business based on IRS 
guidance, and therefore, by analogy, it is reasonable to include travel from pilots’ homes to their 
assignment locations in the Transportation Charge.  

Further, in response to subpart a) Captain Klapperich provided a detailed description of how 
transportation expenses are handled by PSP in his prefiled direct testimony.  See Exh. ECK-01T 
pp. 13, 17-19. PSP provides vendors with the ability to direct bill PSP monthly, and PSP pays 
them directly for these services. Pilots arrange transportation from their residence, using any one 
of PSP’s approved vendors. Approved vendors are required to have a W-9, insurance, and rates 
on record with PSP.  
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