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	Order: 2002-10-26

	





         UNITED STATES OF AMERICA

   DEPARTMENT OF TRANSPORTATION

           OFFICE OF THE SECRETARY

                  WASHINGTON, D.C.

Issued by the Department of Transportation

	on the  22nd  day of October, 2002





                                                               Served: October 25, 2002

Essential Air Service at

MANISTEE/LUDINGTON, MICHIGAN

IRON MOUNTAIN/KINGSFORD, MICHIGAN

IRONWOOD, MICHIGAN/ASHLAND, WISCONSIN

OSHKOSH, WISCONSIN

under 49 U.S.C. 41731 et seq.
Docket OST-1996-1711
Docket OST-1999-5175

Docket OST-1999-5712

Docket OST-1996-1266

ORDER SELECTING CARRIERS AND REQUESTING PROPOSALS

Summary

By this order, the Department is selecting Astral Aviation, Inc. d/b/a Skyway Airlines (Skyway), operating as the Midwest Express Connection, a wholly owned subsidiary of Midwest Express Airlines, to provide subsidized essential air service (EAS) for a two-year period at Manistee/Ludington, Michigan, at an annual rate of $485,545, and at Ironwood, Michigan/Ashland, Wisconsin, for a similar two-year period, at an annual rate of $479,879.  Also by this order, the Department is deferring action on selecting a carrier to provide subsidized EAS at Iron Mountain/Kingsford, Michigan.  Lastly, we are resoliciting proposals from carriers interested in providing replacement service at Oshkosh, Wisconsin.  (See Appendix A for a map.)

Background

As is our normal procedure when we are aware that other carriers are interested in submitting competing bids, by Order 2002-2-18, March 4, 2002, we requested proposals to serve these communities.  In response, we received proposals from the incumbent, Great Lakes, as well as from Skyway and from Mesa Air Group on behalf of its wholly owned subsidiary, Air Midwest, Inc. (Air Midwest).  Great Lakes currently provides service into O’Hare as a United Air Lines code-share carrier, and it would continue to do so.  Air Midwest does not currently serve Chicago O’Hare, and, while it operates as US Airways Express in other markets, it has no code-share arrangements in place at O’Hare.  Midwest Express uses Milwaukee as its hub and Skyway provides feed to Midwest Express as a code-share affiliate, as it would if selected to serve these routes.

Summary of Carrier Proposals

Manistee/Ludington

Great Lakes has proposed to continue its current service at Manistee/Ludington of two one-stop round trips on weekdays and weekends routed Manistee/Ludington-Oshkosh-O’Hare with 19-passenger Beech 1900D aircraft for a total annual subsidy rate of $1,586,753 for both communities combined.

Air Midwest would mirror Great Lakes’ Manistee/Ludington-Oshkosh-O’Hare service, proposing two round trips on weekdays and weekends, using 19-passenger Beech 1900D aircraft at an annual rate of $798,464 for both communities combined.

Skyway proposes serving Manistee/Ludington with two round trips each weekday and weekend to Midwest Express’s hub at Milwaukee.  One of the four flights each weekday and weekend would be operated nonstop; the other three would make an intermediate stop at Muskegon, Michigan.  Skyway’s service would be provided with 19-seat Beech 1900D aircraft at an annual subsidy rate of $485,545.

Oshkosh

Great Lakes and Air Midwest submitted proposals to serve Oshkosh; Skyway did not.  Both carriers would serve Oshkosh in conjunction with their Manistee/Ludington service as described above.  Each carrier would provide two round trips a day with 1900D aircraft over a Manistee/Ludington-Oshkosh-O’Hare routing.  As we stated above, Great Lakes’ subsidy requirement is $1,586,753 for this service while Air Midwest’s is $798,464.
Iron Mountain/Kingsford

Great Lakes has proposed to serve Iron Mountain/Kingsford with three nonstop round trips on weekdays and weekends to O’Hare with 19-seat Beech 1900D aircraft for an annual subsidy of $674,328.

Air Midwest would provide Iron Mountain/Kingsford with three nonstop round trips on weekdays and weekends to Chicago O’Hare with 19-seat Beech 1900Ds.  The annual subsidy for Air Midwest’s Iron Mountain/Kingsford service would be $529,442.

Skyway proposes serving Iron Mountain/Kingsford with three round trips on weekdays and weekends to Milwaukee.  Two of the six flights each weekday and weekend would be operated nonstop; the other four would make an intermediate stop at Escanaba, Michigan.  Skyway’s service would be provided with 19-seat Beech 1900D aircraft at an annual subsidy rate of $398,638.

Ironwood/Ashland

At Ironwood/Ashland, Great Lakes has proposed to provide two nonstop round trips on weekdays and weekends to Minneapolis with 19-seat Beech 1900D aircraft for an annual subsidy of $909,071.

Air Midwest proposed to provide two nonstop round trips on weekdays and weekends to Chicago O’Hare using 19-passenger Beech 1900D aircraft at an annual subsidy rate of $704,548.

Skyway proposed serving Ironwood/Ashland with two round trips on weekdays and weekends to Milwaukee with an intermediate stop in Rhinelander, Wisconsin.  Skyway’s service would be provided with 19-seat Beech 1900D aircraft at an annual subsidy rate of $479,879.

Community Comments

We received preliminary comments from two communities prior to our fully processing the carrier-selection case. By letter dated May 3, 2002, the Manistee County-Blacker Airport Authority (Manistee/Ludington) endorsed Skyway and the carrier’s proposed change in hub from Chicago to Milwaukee.  Likewise, by letter dated May 14, 2002, the Gogebic-Iron County Airport Board (Ironwood/Ashland) also endorsed Skyway and the proposed hub change from Chicago to Milwaukee.  We also received a letter from the Michigan Bureau of Aeronautics on May 6, 2002, which supported each community but did not endorse a specific carrier.  

As is our usual practice following the completion of subsidy rate conferences with each carrier, we sent all four communities letters requesting their final input prior to making a carrier selection decision at each community.  A variety of individuals, civic parties, and community and business organizations responded with written, telephonic, and electronic (e-mail) comments expressing their preference for specific carriers at each community.  We also received additional comments supporting Skyway’s proposals to switch community service hubs from Chicago O’Hare to Milwaukee at Manistee/Ludington and Ironwood/Ashland.  At Iron Mountain, the Dickinson County Board of Commissioners addressed very specific concerns related to the reselection of Great Lakes at their community in an August 28, 2002 letter.  The Board of Commissioners “unanimously endorsed the proposal of Great Lakes Aviation, Ltd. to continue to provide subsidized essential air service…”  Among other things, the community expressed its belief that Great Lakes’ proposal had the greatest potential of resulting in subsidy-free service in the future; that Skyway’s proposal was deficient in the number of seats offered Iron Mountain passengers as 2/3rds of the service would be shared with Escanaba; that Great Lakes’ United Air Lines code-share O’Hare service would offer greater connecting opportunities to both American Airlines and United Air Line flights than connecting opportunities through either of the other carriers; and that Great Lakes proposal stood the greatest chance among the three carriers to generate 10,000 annual enplanements -- a figure critical for continued eligibility under the FAA’s Airport Improvement Program.

In addition, in a letter dated September 5, 2002, the Director of the Wisconsin Bureau of Aeronautics indicated the state’s support of their communities’ preference for the selection of Air Midwest to serve at Oshkosh and for Skyway to serve at Ironwood/Ashland.  Likewise, on August 30, 2002, the Michigan Bureau of Aeronautics, submitted a follow-up letter, endorsing the selection of Skyway at both Manistee/Ludington and Ironwood/Ashland, and the reselection of Great Lakes at Iron Mountain/Kingsford as “best” meeting the community’s air service needs.

Carrier Selection Decision

In making a carrier selection decision, we are required by statute to consider, among other things, community views, as well as the operating experience of each prospective carrier and their marketing arrangements at the hub to allow for through service beyond the hub.  We find that all three carriers are sufficiently qualified in each of these areas.  Although we are not required by statute to consider the relative subsidy requirements, that has long been a very important carrier-selection criterion.

Both Manistee/Ludington and Ironwood/Ashland have endorsed Skyway and its proposed change in hub from Chicago to Milwaukee.  In addition, Skyway’s subsidy requirements are the lowest of all three applicants for these two communities.
  We will therefore select Skyway to serve both communities for a two-year period at the proposed subsidy rates -- $485,545 per year for Manistee/Ludington and $479,879 a year for Ironwood/Ashland.

Reaching a decision at Iron Mountain/Kingsford is more difficult.  To summarize the carriers’ proposes services, all of which would be provided with Beech 1900Ds:  1) Great Lakes would provide three nonstop round trips a day to Chicago O’Hare for $674,328 a year; 2) Air Midwest would provide three round trips a day to Chicago O’Hare for $529,442 a year; and 3) Skyway would provide three round trips a day (one nonstop and two one-stop) to Milwaukee for $398,638 a year.  The community strongly supports the selection of Great Lakes.  Air Midwest does not have the lowest subsidy requirement, it does not have community support, and it does not have an existing code-share relationship with a major carrier at O’Hare.

Of the other two carriers, the difference between Great Lakes’ subsidy requirement of $674,328 a year and Skyway’s $398,638 is substantial, and we are generally reluctant to award EAS contracts to high bidders.  However, the Iron Mountain/Kingsford market is one of the largest subsidized under the EAS program, and we have some expectation that the community’s traffic growth could eventually result in self-sufficient service.  Great Lakes’ forecasts 19,500 annual passengers for its service to Chicago, whereas Skyway projects only 8,000 passengers for its service to Milwaukee.
  Great Lakes’ service would likely prove more useful to the community while retaining some prospect of self-sufficiency.  Nonetheless, we remain reluctant to authorize almost 70 percent more subsidy for Great Lakes than Skyway.  In order to balance our fiscal responsibilities with the needs and wishes of the community, we have decided to defer action on selecting a carrier to serve Iron Mountain/Kingsford at this time.  Rather, we look to the community and the carrier to make a good faith effort to lower the overall subsidy cost of the proposed service.  Among possible subsidy-lowering mechanisms, the community could propose a risk-sharing initiative; agree to some type of fare premium to raise carrier revenue; and/or guarantee that a minimum number of seats will be purchased.  We will therefore defer further action on this matter for a 20-day period beginning on the service day of this order.  We expect the community and the carrier to work together during the period to resolve this matter in a fair and equitable manner.  We will announce the outcome of these negotiations in a subsequent order.  

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 subsidize it to provide essential air service.  Skyway was found fit to provide scheduled passenger service as a Part 121 air carrier by the Department in 1998.
   In checking with the Federal Aviation Administration’s Milwaukee Flight Standards District Office, we learned that the carrier is conducting its operations in accordance with FAA regulations, and that the FAA knows of no reason that we should not find that Skyway remains fit to provide reliable scheduled service.  Skyway remains subject to the Department’s continuing fitness monitoring, and no information has come to our attention that would lead us to conclude that the carrier does not continue to be fit.  We therefore conclude that the carrier remains fit to conduct

the operations proposed here. 

Request for Proposals at Oshkosh

We received proposals to serve Oshkosh, Wisconsin, from both Air Midwest and Great Lakes.  However, each carrier premised its Oshkosh proposal on being selected to serve Manistee also over a Manistee-Oshkosh-O’Hare routing.  Since we are selecting Skyway to serve Manistee, we have no viable Oshkosh proposals before us.  Therefore, by this order, we are resoliciting proposals to provide EAS at the community.  

In terms of the community’s recent service history, Great Lakes began serving Oshkosh in December 1994 when it replaced Air Wisconsin service in the Oshkosh-O’Hare market.  Today, the carrier’s service at Oshkosh is provided on a nonstop basis to O’Hare on the same flights it uses to serve Manistee.  By order 99-10-6, October 6, 1999, the Department had selected Great Lakes to provide EAS at Oshkosh at an annual rate of $460,392 for the period from August 18, 1999, until further Department action.

We request that any carriers interested in providing essential air service at Oshkosh, Wisconsin, with or without subsidy, file their proposals within 20 days of the service date of this order.  We ask that carriers submit proposals for two round trips per day to Chicago O’Hare with 15-seat or larger, pressurized aircraft.  We will also entertain proposals to serve other hubs that provide access to the national air transportation system in order to give the Department and the community as broad an array of proposals as possible from which to choose.  Of course, as always, we will formally solicit the community’s views on any service options we receive before making a long-term carrier selection decision.  In order to assist carriers in making their traffic and revenue forecasts, we have included historical traffic data in Appendix C.

Procedures for Filing Proposals

For interested air carriers that are not familiar with our procedures and recommended form for supplying the necessary information, we have prepared two explanatory documents that we will make available upon request.  The first describes the process for handling carrier replacement cases under 49 U.S.C. 41734(f) and discusses in detail the process of seeking proposals, conducting financial and operational audits of the applicant carriers and selecting a replacement carrier.  The second is an evidence request containing an explanatory statement, and a copy of section 14 CFR 204.4 of the Department’s regulations which deals with the information required of all applicants for authority to provide basic essential air service, and provides schedules giving our recommended form for submitting data required for determining the financial and operational ability of applicants to provide dependable air service.

Community and State Comments

The Oshkosh community and the State of Wisconsin are welcome to submit comments on proposals at any time.
  Early in the proceeding, comments on the perceived strengths and weaknesses of the proposals would be particularly helpful to the Department.  The civic parties may also express a preference for a particular carrier or proposal option at that time, if they choose.  In any event, after we conclude rate conferences with all applicants, we will provide a summary of the conference results to the civic parties and ask them to file their final comments.

Other Carrier Requirements

The Department is responsible for implementing various Federal statutes governing lobbying activities, drug-free workplaces, and nondiscrimination.
  Consequently, all carriers receiving Federal subsidy to support essential air service must certify that they are in compliance with Department regulations regarding drug-free workplaces and nondiscrimination, and those carriers whose subsidies exceed $100,000 over the life of the rate term must also certify that they are in compliance with regulations governing lobbying activities.  All carriers that plan to submit proposals involving subsidy should submit the required certifications along with their proposals.  Interested carriers requiring more detailed information regarding these requirements as well as copies of the certifications should contact the Office of Aviation Analysis at (202) 366-1053.  The Department is prohibited from paying subsidy to carriers that do not submit these documents.

Carrier Transition at Manistee/Ludington and Ironwood/Ashland 

Because this case involves a change in essential air service carriers, we expect Great Lakes and Skyway to work together to make a smooth transition.  In that regard, before Great Lakes suspends its service at Manistee/Ludington and at Ironwood/Ashland we expect it to contact all passengers holding reservations for travel after the suspension date, to notify them of the suspension of service, and to assist them in making alternative travel arrangements.

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

ACCORDINGLY,
1.  The Department selects Astral Aviation, Inc. d/b/a Skyway Airlines, to provide essential air service at Manistee/Ludington, Michigan, and at Ironwood, Michigan/Ashland, Wisconsin, as described in Appendix B-1 and B-2 for the two-year period beginning when the carrier commences service as proposed; 

2.  The Department sets the final rate of compensation for Astral Aviation, Inc. d/b/a Skyway Airlines, for the provision of essential air service at Manistee/Ludington, Michigan, as described in Appendix B-4, for the two-year period beginning when the carrier commences service, 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 set forth by Appendix B-1 and shall be determined by multiplying the subsidy-eligible flights each way completed during the month by $404.28;

3.  The Department sets the final rate of compensation for Astral Aviation, Inc. d/b/a Skyway Airlines, for the provision of essential air service at Ironwood, Michigan/Ashland, Wisconsin, as described in Appendix B-5, for the two-year period beginning when the carrier commences service, 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 set forth by Appendix B-2 and shall be determined by multiplying the subsidy-eligible flights each way completed during the month by $399.23;

4.  The Department directs Astral Aviation, Inc. d/b/a Skyway Airlines to retain all books, records, and other source and summary documentation to support 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 carriers may forfeit its compensation for any claim that is not supported under the terms of this order;

5.  We find that Astral Aviation, Inc. d/b/a Skyway Airlines is fit, willing and able to operate as a certificated air carrier and capable of providing reliable essential air service at Manistee/Ludington, Michigan, and at Ironwood, Michigan/Ashland, Wisconsin;

6.  We defer action on selecting a carrier and determining a final rate of compensation for the provision of essential air service at Iron Mountain/Kingsford, Michigan, for 20 days from the service date of this order; 

7.  We request that carriers interested in providing essential air service at Oshkosh, Wisconsin, submit their proposals, with or without requests for subsidy, within 20 days of the service date of this order. An original and five copies of the proposal should be sent to the EAS and Domestic Analysis Division, X-53, Office of Aviation Analysis, Room 6401, Department of Transportation, 400 7th Street, S.W., Washington, D.C. 20590, with the title: “Proposal to Provide Essential Air Service at Oshkosh, Wisconsin, Docket OST-1996-1266;”

8.  These Dockets will remain open until further order of the Department; and

9.  We will serve copies of this order on the Mayors of Iron Mountain, Kingsford,

Manistee, Ludington, and Ironwood, Michigan; and Ashland and Oshkosh, Wisconsin;

the managers of Ford Airport (Iron Mountain/Kingsford), Manistee County-Blacker

Airport, Gogebic/Iron County Airport (Ironwood/Ashland), and Wittman Regional

Airport (Oshkosh); the Governors of Michigan and Wisconsin; the Michigan Bureau of Aeronautics and the Wisconsin Bureau of Aeronautics; Great Lakes Aviation, Ltd., Mesa Air Group, Inc., Air Midwest, Inc., Astral Aviation Inc., d/b/a Skyway Airlines, and Midwest Express Airlines, Inc.; and the carriers listed in Appendix D.

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/

Appendix A

Area Map
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Astral Aviation, Inc., d/b/a Skyway Airlines

Proposal To Provide Essential Air Service at Manistee/Ludington, Michigan

Summary of Service To Be Provided

	Effective period:  
	Date of inauguration of service through the final day of the twenty-fourth month thereafter.


	Service:  
	2 round trips each weekday and each weekend to Milwaukee.


	Intermediate stops and upline service:  
	An intermediate stop is permitted at Muskegon, Michigan, on no more than three of the four one-way flights to be operated each weekday and each weekend.

There are no limitations on service upline from Manistee/Ludington.


	Aircraft type:  
	Beech 1900D (19 passenger seats).


	Timing of flights:  
	Flights must be well-timed and well-spaced in order to ensure full compensation.


	Annual compensation:  
	$485,545.
This rate assumes an annual completion factor of 96 percent.  A compensation ceiling is to be applied per calendar week such that service above that ceiling in one week cannot make up for service shortfalls in another week.

	Subsidy rate per arrival/departure:
	$404.28


	Compensation ceiling each week:
	$9,702.72



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
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Astral Aviation, Inc., d/b/a Skyway Airlines

Proposal To Provide Essential Air Service at Manistee/Ludington, Michigan

Summary of Service To Be Provided

Note (Continued):

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.
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Astral Aviation, Inc., d/b/a Skyway Airlines

Proposal To Provide Essential Air Service at Ironwood, Michigan/Ashland, Wisconsin

Summary of Service To Be Provided

	Effective period:  
	Date of inauguration of service through the final day of the twenty-fourth month thereafter.


	Service:  
	2 round trips each weekday and each weekend to Milwaukee.


	Intermediate stops and upline service:  
	An intermediate stop is permitted at Rhinelander, Wisconsin.

There are no limitations on service upline from Ironwood/Ashland.


	Aircraft type:  
	Beech 1900D (19 passenger seats).


	Timing of flights:  
	Flights must be well-timed and well-spaced in order to ensure full compensation.


	Annual compensation:  
	$479,879.
This rate assumes an annual completion factor of 96 percent.  A compensation ceiling is to be applied per calendar week such that service above that ceiling in one week cannot make up for service shortfalls in another week.

	Subsidy rate per arrival/departure:
	$399.23


	Compensation ceiling each week:
	$9,581.52


	Compensation ceiling each week:
	$9,702.72



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
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Astral Aviation, Inc., d/b/a Skyway Airlines

Proposal To Provide Essential Air Service at Manistee/Ludington, Michigan

Summary of Service To Be Provided

Note (Continued):

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.
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Great Lakes Aviation, Ltd.

Proposal To Provide Essential Air Service at Iron Mountain/Kingsford, Michigan

Summary of Service To Be Provided

	Effective period:  
	Date of inauguration of service pursuant to a Department selection order through the end of the twenty-fourth month thereafter.


	Service:  
	18 nonstop round trips per week to Chicago O’Hare.


	Intermediate stops and upline service:  
	No service to any intermediate or upline points is contemplated under the terms of this proposal; accordingly, no such service may be provided on subsidized flights without prior Department approval.


	Aircraft type:  
	Beech 1900D (19 passenger seats).


	Timing of flights:  
	Flights must be well-timed and well-spaced in order to ensure full compensation.


	Annual compensation:  
	$674,328.
This rate assumes an annual completion factor of 97.75 percent.  A compensation ceiling is to be applied per calendar week such that service above that ceiling in one week cannot make up for service shortfalls in another week.

	Subsidy rate per arrival/departure:
	$366.68


	Compensation ceiling each week:
	$13,200.48



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
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Great Lakes Aviation, Ltd.

Proposal To Provide Essential Air Service at Iron Mountain/Kingsford, Michigan

Summary of Service To Be Provided

Note (Continued):

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.
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Astral Aviation, Inc., d/b/a Skyway Airlines
Essential Air Service at Manistee/Ludington, Michigan
	
	MBL-MKG
	MBL-MKE
	Total

	Departures
	901
	300
	1,201

	Block hours
	405
	210
	615

	Flight hours
	344
	179
	523

	Available seat-miles
	1,301,044
	701,100
	2,002,144

	Revenue passenger-miles
	
	
	317,009

	Operating revenue:
	
	
	

	
	Passenger
	800
	MBL-MKE passengers @ $98.00 average fare
	$78,400

	
	
	292
	MBL-MKE passengers @ $160.00 average fare
	46,720

	
	
	877
	MBL-MKE passengers @ $65.00 average fare
	57,005

	
	Totals
	1,969
	
	$182,125


Calculation of Compensation Requirement

	Operating expense:
	
	
	
	
	

	  Direct operating expense:
	
	
	
	
	

	  Aircraft lease
	$36,000
	12 months
	0.26
	
	$112,320

	  Property taxes
	
	
	
	
	200

	  Hull insurance
	$0.47
	Per $100 of a/c value
	$3,000,000
	0.26
	3,666

	  Liability insurance
	$1.42
	Per 1,000 RPM’s
	317,009
	
	450

	  War risk insurance:
	
	
	
	
	

	    Per passenger
	$1.25
	1,969
	$2,461
	
	

	    Per segment
	$7.50
	1,201
	9,008
	
	

	      Total war risk insurance
	
	
	
	
	11,469

	  Fuel
	$1.10
	125 gallons per BH
	615
	
	84,563

	  Flying operations
	$142.66
	Per flight hour
	523
	
	74,611

	  Crew overnight
	$55.00
	600
	
	
	33,000

	  Maintenance & engine reserve
	$154.54
	Per flight hour
	523
	
	80,824

	Total direct operating expense
	
	
	
	
	$401,103

	Indirect operating expense:
	
	
	
	
	

	  Station expense:
	
	
	
	
	

	    MBL landing fees
	$0.50
	Per 1,000 pounds
	16.10
	601
	$4,838

	    Airport passenger costs
	$1.50
	1,969
	passengers
	
	2,954

	    MBL facilities rent
	$2,000
	12
	
	
	24,000

	    MBL aircraft overnight expense
	
	
	
	
	29,000

	    MBL station manager
	
	
	
	
	26,136

	    MBL customer service reps.
	$20,328
	3
	
	
	60,984

	    MKE landing fees
	$1.22
	Per 1,000 pounds
	16.10
	150
	2,946

	    MKE turn costs
	$25.00
	
	
	150
	3,750

	    MKG landing fees
	$10.00
	
	
	451
	4,510

	    MKG turn cost
	$75.00
	
	
	451
	33,825

	  Total station expense
	
	
	
	
	$192,943

	General and administrative expense
	
	
	
	
	

	    Passenger costs
	$8.84
	Per passenger
	1,969
	
	$17,406

	    Variable overhead
	$15.00
	Per block hour
	615
	
	9,225

	    Advertising
	
	
	
	
	5,000

	    Commissions
	0.056
	Passenger revenue
	$182,125
	
	10,199

	  Total general and administrative
	
	
	
	
	$41,830

	Total indirect operating expense
	
	
	
	
	$234,773

	Total operating expense
	
	
	
	
	$635,876

	Operating loss
	
	
	
	
	$453,751

	Profit element
	0.05
	$635,876
	
	
	31,794

	Compensation requirement
	
	
	
	
	$485,545
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	Astral Aviation, Inc., d/b/a Skyway Airlines
Essential Air Service at Ironwood, Michigan/Ashland, Wisconsin
Calculation of Compensation Requirement

IWD-RHI

Departures

1,202

Block hours

601

Flight hours

511

Available seat-miles

1,598,660

Revenue passenger-miles

503,789

Operating revenue:

Passenger

800

IWD-MKE passengers @ $110.00 average fare

$88,000

328

IWD-MKE passengers @ $172.00 average fare

56,416

731

IWD-MKE passengers @ $65.00 average fare

47,515

Totals

1,859

$191,931

Operating expense:

  Direct operating expense:

  Aircraft lease

$36,000

12 months

0.25

$108,000

  Property taxes

200

  Hull insurance

$0.47

Per $100 of a/c value

$3,000,000

0.25

3,525

  Liability insurance

$1.42

Per 1,000 RPM’s

503,789

715

  War risk insurance:

    Per passenger

$1.25

1,859

$2,324

    Per segment

$7.50

1,202

9,015

      Total war risk insurance

11,339

  Fuel

$1.10

125 gallons per BH

601

82,638

  Flying operations

$142.66

Per flight hour

511

72,899

  Crew overnight

$55.00

600

33,000

  Maintenance & engine reserve

$154.54

Per flight hour

511

78,970

Total direct operating expense

$391,286

Indirect operating expense:

  Station expense:

    IWD landing fees

$0.50

Per 1,000 pounds

16.10

601

$4,838

    Airport passenger costs

$1.50

1,859

passengers

2,789

    IWD facilities rent

$2,000

12

24,000

    IWD aircraft overnight expense

29,000

    IWD station manager

26,136

    IWD customer service representatives

$20,328

3

60,984

    RHI landing fees

$1.50

Per 1,000 pounds

16.10

601

14,514

    RHI turn cost

$75.00

601

45,075

  Total station expense

$207,336

  General and administrative expense:

    Passenger costs

$8.84

Per passenger

1,859

$16,434

    Variable overhead

$15.00

Per block hour

601

9,015

    Advertising

5,000

    Commissions

0.056

Passenger revenue

$191,931

10,748

  Total general and administrative

$41,197

Total indirect operating expense

$248,533

Total operating expense

$639,819

Operating loss

$447,888

Profit element

0.05

$639,819

31,991

Compensation requirement

$479,879
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Great Lakes Aviation, Ltd.
Essential Air Service at Iron Mountain/Kingsford, Michigan
Calculation of Compensation Requirement

	Departures:
	IMT-ORD
	1,839
	Mileages:
	IMT-ORD
	265

	
	
	
	
	
	

	Block hours
	
	2,232
	
	Available seat-miles
	11,446,191

	
	
	
	
	
	

	
	
	
	
	Revenue passenger-miles
	4,146,191


	Operating revenue:
	
	
	

	
	Passenger
	19,500
	IMT-ORD passengers @ $101.27 average fare
	$1,974,765

	
	Other
	0.0062
	of passenger revenue of $1,974,765
	12,244

	Total operating revenue
	
	
	$1,987,009


	Operating expense:
	
	
	
	

	  Direct operating expense:
	
	
	
	

	  Aircraft lease w/hull insurance
	$170.00
	per block hour
	2,232
	$379,440

	  Flight operations
	$149.05
	per block hour
	2,232
	332,680

	  Maintenance (a)
	$97.28
	per block hour
	2,232
	217,129

	  Maintenance (b)
	$109.26
	per departure
	1,839
	200,929

	  Fuel and oil
	$1.4670
	per gallon
	288,296
	422,930

	Total direct operating expense
	
	
	
	$1,553,108


	Indirect operating expense:
	
	
	
	

	    Passenger-related
	$10.25
	19,500
	total passengers
	$199,875

	    Commercial war risk liability insurance
	$1.25
	19,500
	total passengers
	24,375

	    FAA war risk liability insurance (a)
	$0.03
	19,500
	total passengers
	585

	    FAA war risk liability insurance (b)
	$0.03
	5,168
	per 1,000 RPM’s
	155

	    Liability insurance
	$0.00790
	5,167,500
	revenue pass.-miles
	40,823

	    General and administrative
	$0.01710
	9,257,741
	available seat-miles
	158,307

	    Local marketing
	$5,000
	1
	community
	5,000

	    Chicago O’Hare station expense
	$380
	920
	departures
	349,879

	    Iron Mountain/Kingsford station expense
	$16,875
	12
	months
	202,500

	  Total indirect operating expense
	
	
	
	$981,499


	Total operating expense
	
	
	
	$2,534,607

	Operating loss
	
	
	
	$547,598

	Profit element
	5.0%
	$2,534,607
	Total operating expense
	126,730

	Compensation requirement
	
	
	
	$674,328


Appendix C

Essential Air Service at Oshkosh, Wisconsin

Historical Original and Destination Passenger Traffic (both directions)

	Four Quarters Ended


	Origin-Destination Passengers


	Average Annual Enplanements


	Average Annual Enplanements per Service Day



	12/31/1995
	20,256
	10,128
	32.4

	12/31/1996
	18,108
	9,054
	28.8

	12/31/1997

	8,946
	4,473
	14.3

	12/31/1998
	9,311
	4,656
	14.9

	12/31/1999
	7,922
	3,961
	12.7

	12/31/2000
	5,358
	2,679
	8.5

	06/30/2001
	5,394
	2,697
	8.6


Appendix D

Service List for the State of Wisconsin 

	Aero Taxi Rockford, Inc.
	Tom Alton

	Air Casino, Inc.
	Chester Anderson

	Air Wisconsin, Inc.
	Ken Bannon

	AirVantage, Inc.
	Sabrina Cranor

	Amerijet International, Inc.
	Doug Franklin

	Bemidji Airlines
	E.B. Freeman

	Chicago Air Taxi, Inc.
	A. Edward Jenner

	Chicago Express Airlines, Inc.
	Dan Katzka

	Delta Connection
	Lee Mason

	Direct Air, Inc.
	John McFarlane

	Dwyer Aircraft Sales, Inc.
	Tracy Schoenrock

	Executive Airlines, Inc.
	Edward Wenz

	Gorda Aero Service, Inc.
	

	Great Lakes Aviation, Ltd.
	

	Imperial International, Inc.
	

	Jet Services, Inc.
	

	Mesaba Aviation, Inc.
	

	Metroflight, Inc.
	

	Michigan Airways, Inc.
	

	Midway Airlines, Inc.
	

	Midway Airlines, Inc.
	

	Midwest Aviation
	

	Midwest Express Airlines ,. Inc.
	

	Northwest Airlink
	

	Planemaster Services Inc.
	

	Scott Aviation, Inc.
	

	Shawano Flying Service, Inc.
	

	Simmons Airlines, Inc.
	

	Thunderbird Aviation, Inc.
	

	Trans North Aviation Ltd.
	

	Welch Aviation, Inc.
	

	Westward Airways, Inc.
	

	Wise Aviation Company
	


� An exact comparison is not possible because both Great Lakes’ and Air Midwest’s Manistee proposals are inextricably linked to Oshkosh, sharing a Manistee-Oshkosh-O’Hare routing.  In attempting a comparison, we have used Air Midwest’s subsidy figures because they are lower than Great Lakes’.  Air Midwest’s subsidy proposal for Ironwood is $704,548, and for Manistee and Oshkosh combined its subsidy is $798,464.  Assigning one-half of the Manistee/Oshkosh subsidy ($399,232) added to Air Midwest’s $704,548 for Ironwood totals $1,103,780 -- more than Skyway’s total of $965,424 ($479,879 plus $485,545).


� Both of the other carriers have code-share relationships at their respective hubs:  Great Lakes with United at Chicago, and Skyway with Midwest Express at Milwaukee.


� Despite its much lower passenger projection, Skyway’s subsidy requirement is lower than Great Lakes’ because its service would require considerably less flying and thus entail much lower costs.  Great Lakes’ Iron Mountain/Kingsford-Chicago nonstop flights cover 265 miles.  In contrast, just one of Skyway’s three round trips would be operated nonstop to Milwaukee, a trip of 198 miles, whereas the other two would be operated via Escanaba, Michigan, and Skyway’s costs for those flights reflect the Iron Mountain/Kingsford- Escanaba segment only, which is only 50 miles.


� Order 98-7-6, July 8, 1998.


� The current subsidy rate for Oshkosh is linked with its Manistee/Ludington service as it is routed Manistee – Oshkosh – Chicago O’Hare.  Since Skyway is taking over the Manistee route, we will establish a new subsidy rate for Great Lakes’ Oshkosh service based on a new service pattern effective when the carrier transition occurs at Manistee/Ludington.


�  Copies of these documents can be obtained from:  EAS & Domestic Analysis Division, X-53, Office of Aviation Analysis, Room 6401, Department of Transportation, 400 7th Street, S.W., Washington, DC 20590.  Telephone requests for these documents are accepted at (202) 366-1053.


�  Civic parties should file an original and five copies of their comments in Docket OST-1999-5712.  Filings should be addressed to: Docket Operations and Media Management Division, SVC-124, Office of the Secretary, U.S. Department of Transportation, Room PL 401, 400 Seventh Street, S.W., Washington D.C. 20590.


�  In cases where a carrier proposes to provide essential air service without subsidy and we determine that service can be reliably provided without such compensation, we do not normally hold rate conferences.  Instead, we rely on the carrier’s subsidy-free service.


�  The regulations applicable to these areas are:  (1) 49 CFR Part 20 – New restrictions on lobbying; (2) 49 CFR Part 21 – Nondiscrimination in federally-assisted programs of the Department of Transportation – Effectuation of title VI of the Civil Rights Act of 1964; 49 CFR Part 27 – Nondiscrimination on the basis of disability in programs and activities receiving or benefiting from Federal financial assistance; and 14 CFR Part 382 - Nondiscrimination on the basis of disability in air travel; and (3) 49 CFR Part 29 – Government-wide debarment and suspension (non-procurement) and government-wide requirements for drug-free workplace (grants).


�  See Appendix B-1 for the calculation of this rate, which assumes the use of the aircraft designated.  If the carrier reports a significant number of aircraft substitutions, a revision of this rate may be required.


�  See Appendix B-2 for the calculation of this rate, which assumes the use of the aircraft designated.  If the carrier reports a significant number of aircraft substitutions, a revision of this rate may be required.


� After serving a copy of its proposal on the civic officials of Oshkosh, the State of Wisconsin, and each of the other applicants, each applicant must then file a certification of service with the Department’s Docket Operations and Media Management Division, SVC-124. Questions regarding filings in response to this order may be directed to Mike Waters at (202) 366-6494.


� Annual compensation of $484,545 divided by 1,201 annual arrivals and departures, assuming a 96% completion factor (96% completion factor of 4 service day arrivals and departures x’s 313 service days).


� Subsidy rate per arrival or departure of $404.28 multiplied by 24 subsidy-eligible arrivals and departures each week.


� Annual compensation of $479,879 divided by 1,202 annual arrivals and departures, assuming a 96% completion factor (96% completion factor of 4 service day arrivals and departures x’s 313 service days).


� Subsidy rate per arrival or departure of $399.23 multiplied by 24 subsidy-eligible arrivals and departures each week.


� Subsidy rate per arrival or departure of $404.28 multiplied by 24 subsidy-eligible arrivals and departures each week.


� Annual compensation of $674,328 divided by 1,839 annual arrivals and departures, assuming a 97.75% completion factor (97.75% completion factor of 36 weekly arrivals and departures x’s 52 weeks, or 6 service day arrivals and departures x’s 313 service days).


� Subsidy rate per arrival or departure of $366.68 multiplied by 36 subsidy-eligible arrivals and departures each week.


� Source: Department of Transportation, Bureau of Transportation Statistics, Form 298-C, Schedule T-1, for traffic reported by Great Lakes Aviation, Ltd.


� Origin & Destination passengers divided by two.


� Average annual enplanements divided by 313 effective annual service days, except for the four quarters ended 12/31/1996 and 12/31/2000 (314 effective annual service days).


� Great Lakes Aviation, Ltd. suffered a service hiatus during a portion of 1997.  Actual service days were less than 313.
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