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	Order 2002-9-23

	Served: October 1, 2002





         UNITED STATES OF AMERICA

   DEPARTMENT OF TRANSPORTATION

           OFFICE OF THE SECRETARY

                  WASHINGTON, D.C.

Issued by the Department of Transportation

	on the 26th day of September, 2002 


Essential Air Service at

ALTOONA, PA, and

JOHNSTOWN, PA

under 49 U.S.C. 41731 et seq.

Docket

OST-2002-11446


Docket

OST-2002-11451

ORDER SELECTING CARRIER 

Summary

By this order, the Department is selecting Colgan Air, Inc. (Colgan), to provide subsidized Essential Air Service (EAS) at Altoona and Johnstown, Pennsylvania, for a two-year period at a combined annual subsidy rate of $847,576.  (See Appendix A for a map.) 
Background

Altoona and Johnstown are guaranteed to receive at least a minimum level of air service under the Essential Air Service (EAS) program by virtue of the fact that each appeared on a certificated carrier’s Civil Aeronautics Board-issued certificate on October 24, 1978, the date the Airline Deregulation Act of 1978 was signed into law.  (See 49 U.S.C. 41731-41742 for the EAS program’s governing statutes.)  On January 31, 2002, Chautauqua filed 90-day notices of its intent to suspend its unsubsidized scheduled air service at both Altoona and Johnstown, effective on May 1, 2002.  Chautauqua is the only carrier serving each community.

As a result, by Order 2002-4-6, the Department prohibited Chautauqua from suspending service, required it to continue to provide three round trips a day to Pittsburgh for each community, and requested proposals for replacement service. 
  In response, we received proposals from Shuttle America and Colgan.  

Carrier Proposals

Shuttle America proposes to provide both Altoona and Johnstown with three nonstop round trips a day to Pittsburgh on weekdays, and a total of three over the weekend, with 33-seat Saab-340 aircraft for a two-year period.  Shuttle America would operate the service under a code-share agreement with US Airways in which it would operate as a

US Airways Express carrier.  The EAS staff and carrier have agreed to an annual subsidy rate of $589,110 for the Altoona service and $461,708 for Johnstown. 

Colgan has proposed two different options.  Both would provide Altoona and Johnstown with three nonstop round trips a day to Pittsburgh on weekdays, and a total of three over the weekend, with 19-seat Beech 1900 aircraft for a two-year period.  Colgan would operate the service under a code-share agreement with US Airways in which it would operate as a US Airways Express carrier.  The difference between Colgan’s two options is that under Option 1, the carrier would dedicate an entire aircraft each to the Altoona-Pittsburgh route and to the Johnstown-Pittsburgh route, enabling Colgan to provide an optimum schedule.  The EAS staff and carrier have agreed to an annual subsidy rate of $719,595 for Altoona and $493,383 for Johnstown.  Under Colgan’s Option 2, it would use one aircraft for both Altoona and Johnstown.  Flights may originate in Altoona in the morning, go to Pittsburgh, then to Johnstown, back to Pittsburgh and then to Altoona -- three times a day.  Alternatively, Colgan may originate its flights in Johnstown in the morning, go to Pittsburgh, then to Altoona, back to Pittsburgh and then to Johnstown -- three times a day.  The EAS staff and carrier have agreed to a combined annual subsidy rate of $847,576 for both communities.

Community Comments

In response to our letter to the communities requesting their preferences on the carrier-selection decision, we received comments on the Altoona selection from the Blair County Board of Commissioners and from the Blair County Airport Authority.  We received comments on the Johnstown selection from the City of Johnstown and the Cambria County Office of County Commissioners.

The Blair County Board of Commissioners and the Blair County Airport Authority support the selection of Colgan Air to provide service to Altoona.  The Board states that Colgan Air’s superior service record, its commitment to attempt to work their way out of Federal subsidy, and its community-marketing plan are all components of a winning strategy for the airport.  The Authority states that Colgan Air has pledged to work with the Authority to better market the commuter service offered at the airport that the Authority believes will result in increased ridership.

The City of Johnstown and Cambria County support the selection of Shuttle America.  The City states that the Johnstown community has benefited from the scheduled cabin-class service provided by Chautauqua Airlines, and the continuation of cabin-class air service with Shuttle America’s Saab 340 aircraft will allow the Johnstown region to remain competitive and also allow for continued economic development of the region.  The City notes that it will open a new convention center next May and the lack of quality, cabin-class service will jeopardize the viability of this facility.  Cambria County states that Shuttle America’s Saab 340 service should attract additional passengers because it will enable them to fly to Pittsburgh in greater comfort and safety.

Decision
We have decided to select Colgan to provide subsidized EAS at both Altoona and Johnstown, in accordance with its Option 2.  In this case, both carriers have a good track record of providing reliable air service at small communities.  Both have full code-share relationships with US Airways and both would serve US Airways’ major hub at Pittsburgh, providing excellent access to the national air transportation system.  Shuttle America would use 33-seat Saab aircraft whereas Colgan would use 19-seat Beech 1900s.  We find that either carrier could capably provide reliable air service at these communities.  The City of Altoona supports the selection of Colgan while Johnstown supports Shuttle America.  Given these circumstances, the relative subsidy requirements become decisional.  We have examined all the possible options.  Selecting Colgan’s Altoona-only option ($719,595) coupled with Shuttle America’s Johnstown option ($461,708) would require $1,181,303.  Choosing Shuttle America to serve both communities would require a total of $1,050,818.  Colgan, however, would serve both communities for a combined annual subsidy rate of $847,509.  

Both Altoona and Johnstown generate large amounts of traffic.  Using its 1900s, Colgan would be able to easily accommodate existing demand at Altoona.  Johnstown, however, has traditionally been a larger traffic generator than Altoona, and Colgan would be able to accommodate current demand at the community, albeit at relatively high load factors.  We are nevertheless satisfied that the three round trips that Colgan will provide in the Johnstown-Pittsburgh market will afford the Johnstown community with an adequate “safety net” of maintaining a connection to the nation’s air transportation system and thus fulfilling the core objective of the EAS program.  The fact that the community may generate additional traffic will hopefully provide an incentive to Colgan to accommodate such traffic with extra frequencies or larger aircraft during peak times.  In that regard, we note that Colgan operates a fleet of both Beech 1900s and Saab 340s.  Given all of the above, including Colgan’s excellent track record of providing reliable air service at many small communities, we do not find sufficient basis to justify spending as much as an additional $333,794 per year in subsidy.  

Carrier Fitness

49 U.S.C. 41737(b) and 41738 require that we find an air carrier fit, willing and able to provide reliable service before we may compensate it for essential air service.  Colgan was found by the Department to be fit, willing and able to engage in scheduled passenger operations as a commuter air carrier by Order 91-8-37, issued August 19, 1991.  Most recently, in Order 2001-2-9, the Department found that Colgan continues to be fit to operate as a commuter air carrier and is capable of providing reliable essential air service at Presque Isle/Houlton, Maine. Since that time, no information has come to our attention that would lead us to question the carrier’s ability to operate in a reliable manner.  The FAA has advised us that the carrier is conducting its operations in accordance with its regulations, and knows of no reason why we should not find that Colgan is fit.  Based on the above, we find that Colgan is fit to provide the essential air transportation at issue in this case.

Carrier Transition

In an effort to provide an orderly and smooth transition in service, before Chautauqua terminates service, we expect it to contact all passengers holding reservations for travel after the suspension date, to notify them of the suspension of service and the availability of Colgan Air’s services, and to assist them in making alternate travel arrangements. 

This order is issued under authority delegated in 49 CFR 1.56a(f).

ACCORDINGLY,

1.  The Department selects Colgan Air, Inc., to provide subsidized essential air service at Altoona and Johnstown, Pennsylvania, for the two-year period beginning when the carrier inaugurates its full service patterns as described in the text of this order, and continuing through the end of the twenty-fourth month thereafter;

2.  The Department sets the final subsidy rate for Colgan Air, Inc., for the provision of essential air service at Altoona and Johnstown, Pennsylvania, as described in Appendix B, to be payable as follows: for each calendar month during which essential air service is provided, the amount of compensation shall be subject to the weekly ceiling and shall be determined by multiplying the subsidy-eligible flights completed during the month to Pittsburgh by $232.66;
3.  The Department directs Colgan Airways, Inc., to retain all books, records, and other source and summary documents to support subsidy claims for payment, and to preserve and maintain such documentation in a manner that readily permits its audit and examination by representatives of the Department.  Such documentation shall be retained for seven years or until the Department indicates that the records may be destroyed.  Copies of flight logs for aircraft sold or disposed of must be retained.  The carrier may forfeit its compensation for any claim that is not supported under the terms of this order;

4.  We find that Colgan Air, Inc., continues to be fit, willing and able to operate as a commuter air carrier and capable of providing reliable essential air service at Altoona and Johnstown, Pennsylvania;

5.  These dockets will remain open until further order of the Department; and 

6.  We will serve copies of this order on the mayors and airport managers of Altoona and Johnstown, the Governor of Pennsylvania, the Bureau of Aviation of the Pennsylvania Department of Transportation, Colgan Air, Chautauqua Airlines, and Shuttle America Airlines

By:

READ C. VAN DE WATER
Assistant Secretary for Aviation

   and International Affairs

(SEAL)

An electronic version of this document is available on the World Wide Web at

http://dms.dot.gov
AREA MAP
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CoLGAN air, Inc.

ESSENTIAL AIR SERVICE TO BE PROVIDED AT

ALTOONA AND JOHNSTOWN, PENNSYLVANIA

Effective Period:
Two-year period beginning on the date of commencement of service and continuing through the end of the 24th month thereafter

Service:
Three nonstop round trips each weekday and three each weekend routed AOO-PIT-JST-PIT-AOO or JST-PIT-AOO-PIT-JST 

Aircraft:



Beech 1900 (19-seat)

Timing of Flights:

Flights must be well timed and well spaced to ensure full 




compensation.

Subsidy Rate:


Per year - $847,576







Per flight - $232.66 

Weekly Compensation Ceiling:
$16,751.52 

Note:  The carrier understands that it may forfeit its compensation for any flights that it does not operate in conformance with the terms and stipulations of the rate order, including the service plan outlined in the order and any other significant elements of the required service, without prior approval.  The carrier understands that an aircraft take-off and landing at its scheduled destination constitutes a completed flight; absent an explanation supporting subsidy eligibility for a flight that has not been completed, such as certain weather cancellations, only completed flights are considered eligible for subsidy.  In addition, if the carrier does not schedule or operate its flights in full conformance with this order for a significant period, it may jeopardize its entire subsidy claim for the period in question.  If the carrier contemplates any such changes beyond the scope of the order during the applicable period of these rates, it must first notify the Office of Aviation Analysis in writing and receive written approval from the Department to be assured of full compensation.  Should circumstances warrant, the Department may locate and select a replacement carrier to provide service on these routes.  The carrier must complete all flights that can be safely operated; flights that overfly points for lack of traffic will not be compensated.  In determining whether subsidy payment for a deviating flight should be adjusted or disallowed, the Department will consider the extent to which the goals of the program are met and the extent of access to the national air transportation system provided to the community.

If the Department unilaterally, either partially or completely, terminates or reduces payments for service or changes service requirements at a specific location provided for under this order, then, at the end of the period for which the Department does make payments in the agreed amounts or at the agreed service levels, the carrier may cease to provide service to that specific location without regard to any requirement for notice of such cessation.  Those adjustments in the levels of subsidy and/or service that are mutually agreed to in writing by the parities to the agreement do not constitute a total or partial reduction or cessation of payment.

Subsidy contracts are subject to, and incorporate by reference, relevant statutes and Department regulations, as they may be amended from time to time.  However, any such statutes, regulations, or amendments thereto shall not operate to controvert the foregoing paragraph. 

	
	                  Altoona
	
	                Johnstown

	
	
	
	

	Total Revenue
	$1,124,875
	
	$1,198,252

	
	
	
	

	Flight Hours
	911
	
	607

	Departures
	1,822
	
	1,822

	
	
	
	

	Total Passengers
	17,306
	
	19,971

	
	
	
	

	Flying Operations @ $137.98/hr.
	$125,676
	
	$83,784

	Fuel @ $154.98/hr.
	$141,160
	
	$94,107

	Maintenance @ $343.94/hr.
	$313,271
	
	$208,847

	Lease
	$170,250
	
	$170,250

	Insurance
	$120,000
	
	$120,000

	     Total Direct Expenses
	$870,358
	
	$676,988

	
	
	
	

	PIT Ground Handling @ $4.3/ pax.
	$74,415
	
	$85,875

	PIT Landing Fees
	$18,900
	
	$18,900

	Station Salaries & Security
	$99,081
	
	$99,081

	AOO or JST Landing Fees
	$14,573
	
	$14,573

	AOO or JST Rent
	$10,020
	
	$10,020

	USAir Passenger Fees @ $12.12/per
	$209,746
	
	$242,047

	USAir Revenue Related Fees 5.3%
	$59,618
	
	$63,507

	Marketing & Promotion
	$24,000
	
	$24,000

	Crew Training
	$40,237
	
	$40,237

	G&A @ 12%
	$170,514
	
	$153,027

	     Total Indirect Expenses
	$721,104
	
	$751,267

	
	
	
	

	Total Operating Expenses
	$1,591,461
	
	$1,428,256

	Profit @ 5%
	$79,573
	
	$71,413

	     Economic Cost
	$1,671,034
	
	$1,499,668

	
	
	
	

	Compensation @ at 97% Completion.
	$546,159
	
	$301,417

	Subsidy per Passenger 
	$32
	
	$15

	Subsidy per Departure
	         $299.81 
	
	    $ 165.46 

	FH Utilization/Day
	                 2.50 
	
	           1.66 


Note:  Revenue based on $65 per pax for AOO and $60 per pax for JST.  Assumes 3 rt per day, six days per week.  Flight time estimated at 30 minutes per departure for AOO and 20 minutes per departure for JST.  Load factor assumed at 50% for AOO and 55% for JST.  Aircraft utilization: assumes a combination of AOO and JST on 1 aircraft.







�   We have continued Chautauqua’s requirement to serve both communities by a series of 30-day, “hold-in” orders.  See, for example, Order 2002-8-15, issued August 15, 2002.


�   Annual compensation of $847,576, divided by the estimated number of annual completed flights (3,643),


calculated as follows:  number of flights per day (12) x 313 days x .97 = 3,643


�   The subsidy rate per flight ($232.66) multiplied by the number of scheduled subsidy-eligible flights per 


week (72).
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