Order 91-1-21

UNITED STATES OF AMERICA
DEPARTMENT OF TRANSPORTATION
OFFICE OF THE SECRETARY

WASHINGTON, D.C. SERVED AN 1 7 199

Issned by the Department of Transportation
on the 1l1th day cf January, 1991
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Essential Air Service at

Dockets 39203
40621
413755

ATRA, ALASKA
ST. GEORGE, ALASKA
UMNAK ISLAND {NIROLSKI), ALASKA

Under Section 419 of the Federal
Aviation Act of 1958, as Amended

Essential Air Transportation s
Deternination for H
%
ATKA, ALASKA s EAS-122
and H
ST. GEORGE, ALASKA 3 EAS-275
under section 416 of the Federal H
Aviation Act of 1958, as amended :

ORDER SELECTING CARRIER AND SETTING RATE
BACEKGRO

By Order §7-11-14, the Department selected Alentian Air, Ltd. to
provide subsidized essential air service at Nikolski, Alaska.

The Department established a final rate of compensation in that
order in the amount of $39,570 arnually through October 23, 1888. 1/
By Orders 86-3-72 and 86-5-108, the Department selected Peninsula

1/ Because Aleutian Air was an air taxi at the time Order
87-11-14 was issued, the Department concluded that, under Postal
Service mail-tender procedures it would possibly receive no mail
revenue. For this reason, Order §7-11-14 also established an
annual rate of $58,893 should Aleutian Air face scheduled
certificated competition.
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Airways to provide subsidized essential air service at St. George
and at Atka, respectively. The Department established final
annual subsidy rates of $110,205 at St. George and $374,944 at
Atka through October 23, 1988. 2/

By Order 8§9-7-10, dated July 12, 1989, the Department sought
proposals from carriers interested in providing essential air
service with subsidy if necessary at Atka, St. George, and
Nikclski. The Department stated that applicant carriers should
not limit their proposals to service levels consistent with the
communities’ current essential air service determinations.
Applicants were also advised that consideration would be given to
proposals designed to accommodate current traffic levels at each
community including recognition of the directional imbalance of
freight and mail flow at the points. In addition, the Department
indicated that it would consider proposals to serve the points
through different regional hubs, including Dutch Harbor (see
attached map). The Department acknowledged that, while it was
seeking proposals for only these three subsidized points, there
may be potential operating efficiencies and cost savings through
integration of service at these points with each other and with
other subsidy-free points. In general, the Department encouraged
proposals that would reduce the overall subsidy level by
developing linear service patterns or by incorporating service to
additional points.

CARRIER PROPOSALS

In response to the Department’s order three carriers submitted
service proposals: Aleutian Air, Ltd., the incumbent at Nikolski:;
Peninsula Airways, Inc., the incumbent at Atka and St. George;
and MarkAir Express, Inc., However, by letter dated April 16,
1990, Aleutian Air advised the Department cof its intention to
withdraw from the case. In addition, Peninsula Airways in a
letter dated May 18, 1990, withdrew its service proposal A. An
outline of the various proposals is shown in Appendix E.

Peninsula Airways Proposals

Five service options have been negotiated with Peninsula Airways.
At Atka and St. George Peninsula‘s service would be provided with
9-geat, twin engine, pressurlzed, turboprop C-441 equipment. At
Nikolski, Peninsula’s service would be provided with twin engihe,
nonpressurized Piper Navajo piston equipment in a 9-seat
configuration.

2/ By Order 90-10-26, the Department revised the final rates for
service at Atka, Nikolski and St. George. The current annual rates
are: $141,533 for Atka, $142,947 for St. George and $54,200 for
Nikolski.
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Under Peninsula’s Option B for service to Atka, an aircraft would
be ferried from Anchorage once a week. 3/ The ferry flight would
provide passengers a direct flight to Anchorage. After the
equipment is positioned in Atka, the aircraft would then perform
shuttle flights between Atka and Adak until all mail and freight
is accommodated. The aircraft would then be ferried back to
Anchorage. Under Option B, Peninsula would provide at least one
nonstop turnaround trip per week between Adak and Atka. The
projected subsidy need for Option B is $276,335 the first year
and $284,314 the second year.

Under Options C and D, Peninsula would provide service consisting
of one round trip per week (Option C) or two round trips per week
(Option D) between Anchorage and St. George. All service would
be either nonstop or one-stop over St. Paul. The projected
subsidy need for Option C for the first year is $142,947 and
$145,969 for the second year. The projected subsidy need for
Option D is $278,126 for the first year and $283,677 for the
second year.

Lastly, Peninsula’s Option E would provide one mandatory and one
flagstop round trip per week between Cold Bay and Nikolski with
flagstops at Dutch Harbor. Service under this option is
projected to require $95,679 the first year and $100,448 the
second year. Service would be provided with Piper Navajo

equipment.
MarkAir Express Proposals

For each of its seven service proposals MarkAir Express would
base its equipment in Dutch Harbor. Accordingly, while all of
Peninsula’s service and subsidy options to the three communities
are separable, the subsidy need for the various service options
proposed by MarkAir Express at the three communities must be
considered as packages. Except for Option B, all of MarkAir
Express’ proposed service would be provided with Cessna Conquest
C-441 aircraft. All of the options are intended to cover a two-
year period.

Under Option A, MarkAir Express would provide two nonstop
turnaround round trips per week between Dutch Harbor and Atka,
and one nonstop turnaround round trip per week between St. George
and Dutch Harbor for an annual projected subsidy of $105,967.
Opticn A does not contemplate service to Nikolski.

3/ Peninsula Airways, by letter dated May 18, 1990, made several
changes to the package of service options it wished the Department
to consider. Among the changes the carrier wished to make was the
withdrawal of Option A and modifications to proposals B and E.
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Under Option B, MarkAir Express would provide two nonstop
turnaround round trips per week between Nikolski and Dutch
Harbor. Option B does not contemplate service to Atka or

St. George. One round trip would be performed on a scheduled
basis and one round trip on a flagstop basis for an annual
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