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         UNITED STATES OF AMERICA

   DEPARTMENT OF TRANSPORTATION

           OFFICE OF THE SECRETARY

                  WASHINGTON, D.C.

Issued by the Department of Transportation

	on the 29th day of December, 2004


	Essential Air Service at

CLOVIS, NEW MEXICO

SILVER CITY/HURLEY/DEMING, NEW MEXICO

Under 49 U.S.C. 41731 et seq.
	Docket OST-1996-1902

Docket OST-1996-1903




ORDER SELECTING CARRIER

Summary

By this order, we are selecting Great Lakes Aviation, Ltd., to provide essential air service with 19-passenger Beech B1900D aircraft at Clovis and Silver City/Hurley/Deming, New Mexico, for two years at a combined annual subsidy rate of $1,718,113.

Discussion

By Order 2004-8-22, August 19, 2004, the Department tentatively selected Mesa Air Group, Inc., on behalf of its wholly-owned subsidiary, Air Midwest, Inc., to provide subsidized essential air service at Clovis and Silver City/Hurley/Deming to Albuquerque, for the period of June 1, 2004, through July 31, 2006, with 19-passenger-seat Beech B1900D aircraft at an annual subsidy rates of $1,439,865 and $1,352,983, respectively.  That service was to consist of a minimum of three nonstop round trips to Albuquerque each weekday and each weekend.

Order 2004-8-22 also invited air carriers interested in providing essential air service at Clovis and Silver City/Hurley/Deming to submit service/subsidy proposals.  Because the air carrier interest in providing essential air service in New Mexico was perceived to be competitive, Order 2004-8-22 advised carriers that the proposals they submitted would be their final and only proposals; i.e., their proposals should represent their “best and final” offer.

The Department received a total of fourteen proposal options in response to its solicitation from Great Lakes Aviation, Ltd., and Mesa Air Group, d/b/a Air Midwest.  These proposals are summarized briefly in Appendix A.  The complete proposals may be accessed online through the Department’s Dockets Management System at:  http://dms.dot.gov/ by doing a “simple search” on docket number 1902 or 1903.

Community Comments

By letters dated November 1, 2004, we solicited the views of the Mayors of Clovis, Silver City, Hurley, and Deming, the Airport Managers of the Clovis Municipal Airport and the Grant County Airport, and the Director, New Mexico Department of Transportation, Aviation Division, as to which carrier they would prefer.  The comments we received from the communities are summarized below.

Clovis:

By letter dated November 4, 2004, the Mayor of Clovis stated that the Clovis City Commission voted to recommend that Great Lakes Aviation be selected to provide essential air service at Clovis.  The Mayor did not express a preference for a specific service option of Great Lakes Aviation.

Silver City/Hurley/Deming:

By letter dated November 18, 2004, the Chairman, Grant County Commission stated that the Commission supported the proposal of Great Lakes Aviation.  The Chairman did not express a preference for a specific service option of Great Lakes Aviation.

By letter dated November 18, 2004, the Airport Manager of the Grant County Airport expressed support for selection of Great Lakes Aviation, but also did not express a preference for a specific option.

By letter dated November 24, 2004, the Mayor of Silver City expressed his support for Air Midwest.  The Mayor did not express a preference for a specific proposal option of Air Midwest.

By facsimile transmissions or e-mails dated November 18, 2004, seven commenters in the Silver City area requested an extension of the time originally set for community comments.  Only one commenter indicated how much additional time was sought (ten days) from the original November 18 due date.  None of the commenters indicated that the extension was sought in order to allow more time for them to prepare their comments; rather they indicated that they wished to persuade the Grant County Commission to change its recommendation to the Department.  Only one of these commenters expressed a carrier preference (for Air Midwest); in this he was joined by an eighth individual who submitted comments by e-mail dated November 24, 2004.  None of the eight commenters expressed a preference for a specific service option.

As a rule, the Federal government refrains from interfering in local politics.  As discussed below, we are obligated by statute to seek community views, giving substantial weight to the views of the elected officials representing the users.  This we have done.  We cannot see that the public interest would be well-served if we were to defer action on a carrier selection in order to allow disaffected members of the community time to attempt to persuade an elected body of officials to reverse a final action which it took after an open session on the matter—particularly when the elected body has not itself requested the extension.  (As a final note, it is our understanding that the Grant County Commission did not have any meetings scheduled within the contemplated ten-day time frame.)  Accordingly, we notified the commenters informally that we would not grant the extension, but that we would consider any comments that they wished to file directly.

New Mexico Aviation Division
By letter dated November 15, 2004, the Director, New Mexico Aviation Division, stated that the Aviation Division would defer to the communities’ recommendations on carrier selection.

Decision on Carrier Selection

In selecting a carrier to provide subsidized essential air service, 49 U.S.C. 41733(c)(1) directs us to consider four factors: (a) scheduled service reliability; (b) contractual and marketing arrangements with a larger carrier to ensure service beyond the hub; (c) interline arrangements that the applicant has made with a larger carrier at the hub; and (d) community views, giving substantial weight to the views of the elected officials representing the users.  In addition, we have always given weight to the applicants’ relative subsidy requirements.  After a thorough review of the carriers’ proposals and the communities’ comments, we have decided to select Great Lakes Aviation to provide essential air service at Clovis and Silver City/Hurley/Deming for a two-year period.  The carrier’s proposed subsidy rate is reasonable, and its service at the communities it currently serves is satisfactory.  In light of the foregoing, we will select Great Lakes Aviation’s Proposal Number Six to provide essential air service at Clovis and Silver City/Hurley/Deming.  (See Appendix B for a summary of the rate calculations.)

Our first decision is to determine what level of service to subsidize, and then eliminate from consideration proposals that do not conform.  We stated in Order 2004-8-22 that, given the low traffic levels being generated at the communities, we would not be inclined to continue to subsidize three round trips a day.  During the year ended March 31, 2004, Clovis averaged 5.2 enplanements a day and Silver City/Hurley/Deming, 5.1 a day.  On the historical three round trips a day, this amounts to fewer than two passengers per flight.  Thus, we cannot justify subsidizing three round trips a day; consequently, the options boil down to two round trips each service day provided either by Great Lakes Aviation’s Proposal Number Six (both communities) or by Air Midwest’s Clovis Option Four and Silver City Option Two.

Both carriers would provide each community with two nonstop round trips a day to Albuquerque with 19-seat Beech 1900D aircraft.  Great Lakes’ subsidy requirement is considerably less than Air Midwest’s -- $1,718,113 vs. $1,825,804.  Further, Clovis strongly supports the selection of Great Lakes Aviation.  Since Silver City/Hurley/Deming leaders are divided, we looked at subsidy cost to see if the selection of Air Midwest would result in significant subsidy savings.  An award to Air Midwest for Silver City/Hurley/Deming ($863,277), coupled with an award to Great Lakes Aviation for Clovis ($1,109,112) would require $1,972,389 annually, compared to $1,718,113 for Great Lakes Aviation’s service at both communities.  Thus, all meaningful selection criteria point to the selection of Great Lakes Aviation.  

We will make this carrier selection at Clovis and Silver City/Hurley/Deming contingent upon the Department’s receiving properly executed certifications from Great Lakes Aviation, Ltd., that it is in compliance with the Department’s regulations regarding drug-free workplaces and nondiscrimination, as well as the regulations governing lobbying activities.

Because our decision involves a change in essential air service carriers, we expect both Great Lakes Aviation and Air Midwest to work together to make a smooth transition.  In that regard, before Air Midwest suspends its service at Clovis or Silver City/Hurley/Deming, 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 secure alternate air transportation for such passengers or to provide a refund of the ticket price, without penalty, if requested.

Additional Action on Air Midwest’s Provision of Service
Because we do not anticipate that Great Lakes Aviation will be able to inaugurate its service at Clovis and Silver City/Hurley/Deming immediately, we will authorize Air Midwest to reduce its current service at each community to two round trips each weekday and each weekend, effective immediately.  We will set the rate of $962,527 annually that Air Midwest indicates in its Option Number “CVN Option 4” that it needs to provide this level of service at Clovis and the rate of $863,277 annually that Air Midwest indicates in its Option Number “SVC Option 2” that it needs to provide this level of service at Silver City/Hurley/Deming as final subsidy rates until Great Lakes Aviation inaugurates its service.  (See Appendix B for a summary of the rate calculation.)

If Air Midwest decides to reduce its service level at Clovis or Silver City/Hurley/Deming to two round trips each service day, we expect the carrier to contact all passengers holding reservations for travel on the cancelled flights, to notify them of the reduction in service, and of the availability of alternative flights, and to assist them in making alternative travel arrangements.

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.  We last found Great Lakes Aviation, Ltd., fit by Order 2004-7-16, July 20, 2004, in connection with its provision of essential air service at Laramie, Riverton, Rock Springs, and Worland, Wyoming.  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 Great Lakes Aviation is fit.  Based on the above, we find that Great Lakes Aviation is fit to provide the essential air transportation at issue in this case.

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

ACCORDINGLY,

1. The Department selects Great Lakes Aviation, Ltd., to provide essential air service at Clovis and Silver City/Hurley/Deming, New Mexico, as described in Appendix C, page 1, effective on the date of inauguration of service through the final day of the twenty-fourth month thereafter;
2. The Department sets the final subsidy rate for Great Lakes Aviation, Ltd., for the provision of essential air service at Clovis, New Mexico, as described in Appendix C, page 1, 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 set forth in Appendix C and shall be determined by multiplying the subsidy-eligible flights completed during the month
 to Albuquerque by $714.69:

3. The Department sets the final subsidy rate for Great Lakes Aviation, Ltd., for the provision of essential air service at Silver City/Hurley/Deming, New Mexico, as described in Appendix C, page 1, 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 set forth in Appendix C and shall be determined by multiplying the subsidy-eligible flights completed during the month
 to Albuquerque by $714.69:

4. The Department authorizes Mesa Air Group, d/b/a Air Midwest, Inc., to reduce the service provided at Clovis, New Mexico, under the essential air service carrier selection made by Order 2004-8-22 from three round trips each weekday and each weekend to two round trips each weekday and each weekend as described in Appendix C, page 2;

5. The Department sets the final subsidy rate for Mesa Air Group, d/b/a Air Midwest, Inc., for the provision of essential air service at Clovis, New Mexico, as described in Appendix C, page 2, 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 set forth in Appendix C, page 2, and shall be determined by multiplying the subsidy-eligible flights completed during the month
 to Albuquerque by $803.44;

6. The Department authorizes Mesa Air Group, d/b/a Air Midwest, Inc., to reduce the service provided at Silver City/Deming/Hurley, New Mexico, under the essential air service carrier selection made by Order 2004-8-22 from three round trips each weekday and each weekend to two round trips each weekday and each weekend as described in Appendix C, page 3;

7. The Department sets the final subsidy rate for Mesa Air Group, d/b/a Air Midwest, Inc., for the provision of essential air service at Silver City/Hurley/Deming, New Mexico, as described in Appendix C, page 3, 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 set forth in Appendix C, page 3, and shall be determined by multiplying the subsidy-eligible flights completed during the month
 to Albuquerque by $720.60;

8. The final rates of subsidy set in ordering paragraphs (5) and (7), above, are in lieu of, and not in addition to, the rates set in Order 2004-8-22;

9. We direct Great Lakes Aviation, Ltd., and Mesa Air Group, d/b/a Air Midwest, Inc., 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 the 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, whichever is earlier.  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;

10. Dockets OST-1996-1902 and OST-1996-1903 will remain open until further order of the Department; and

11. We will serve copies of this order on the Mayors of Clovis, Silver City, Hurley, and Deming, the Airport Managers of Clovis Municipal Airport and the Grant County Airport; the Director, New Mexico Department of Transportation, Aviation Division; Great Lakes Aviation, Ltd.; and Mesa Air Group, d/b/a Air Midwest, Inc.

By:

KARAN K. BHATIA

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
Proposals To Provide Essential Air Service at 

Clovis and Silver City/Hurley/Deming, New Mexico

Proposals of Great Lakes Aviation, Ltd.

(All service to be provided with 19-passenger, twin-engine, pressurized, B1900D aircraft)

	Proposal number
	Community
	Hub
	Number of round trips each service day
	Subsidy cost

	
	
	
	
	

	1
	Clovis
	Albuquerque
	3 nonstop
	$1,432,060

	
	
	
	
	

	2
	Silver City
	Albuquerque
	3 nonstop
	$1,348,289

	
	
	
	
	

	3
	Clovis
	Albuquerque
	2 nonstop
	$1,109,112

	
	
	
	
	

	4
	Silver City
	Albuquerque
	2 nonstop
	$1,052,777

	
	
	
	
	

	5
	Clovis and

Silver City
	Albuquerque
	3 nonstop
	$2,541,274

	
	
	
	
	

	6
	Clovis and

Sliver City
	Albuquerque
	2 nonstop
	$1,718,113

	
	
	
	
	

	7
	Silver City
	Phoenix
	3 nonstop
	$1,373,970

	
	
	
	
	

	8
	Silver City
	Phoenix
	2 nonstop
	$1,113,710


Proposals of Mesa Air Group, Inc., d/b/a Air Midwest

(All service to be provided with 19-passenger, twin-engine, pressurized, B1900D aircraft)

	Option number
	Community
	Hub
	Number of round trips 

each service day
	Subsidy cost

	
	
	
	
	

	CVN Option 1
	Clovis
	Albuquerque
	3 nonstop, overnighting in Clovis
	$1,439,088

	
	
	
	
	

	CVN Option 2
	Clovis
	Albuquerque and

Dallas/Ft. Worth
	2 nonstop to ABQ

1 nonstop to DFW (weekdays only)
	$1,798,124

	
	
	
	
	

	CVN Option 3
	Clovis
	Albuquerque
	2 nonstop, overnighting in Clovis
	$1,089,543

	
	
	
	
	

	CVN Option 4
	Clovis
	Albuquerque
	2 nonstop
	$962,527

	
	
	
	
	

	SVC Option 1
	Silver City
	Albuquerque
	3 nonstop
	$1,298,618

	
	
	
	
	

	SVC Option 2
	Silver City
	Albuquerque
	2 nonstop
	$863,277


Great Lakes Aviation, Ltd.

Provision of Essential Air Service at Clovis and Silver City/Hurley/Deming, New Mexico

Calculation of Compensation Requirement

	Aircraft type
	Beech B1900D

	Seats per departure
	19

	Average completion factor:
	98%

	Departures:
	2,404

	Block hours:
	2,214

	Revenue passenger-miles:
	1,033,750

	Available seat-miles:
	8,974,737


	Operating revenue:
	
	
	
	

	
	Passenger revenue:
	
	Average
	Total

	
	
	
	Passengers
	fare
	revenue

	
	
	CVN-ABQ
	2,750
	$105.00
	$288,750

	
	
	SVC-ABQ
	2,500
	$102.00
	255,000

	
	Total passenger revenue
	
	$543,750

	
	Other revenue
	0.625 of passenger revenue
	3,371

	Total operating revenue
	
	
	
	$547,121


	Operating expense:
	
	
	
	

	
	Direct operating expense:
	
	
	

	
	
	Aircraft & hull insurance
	$150.0005
	per block hour
	$332,101

	
	
	Fuel and oil
	$214.362
	per block hour
	474,597

	
	
	Flying operations
	$149.05
	per block hour
	329,997

	
	
	Maintenance
	$215.9164
	per block hour
	478,039

	
	Total direct operating expense
	$729.3285
	per block hour
	$1,614,733

	
	
	
	
	
	

	
	Indirect operating expense
	33.61%
	of direct op. expense
	$542,633

	Total operating expense
	
	
	$2,157,366

	
	
	
	
	

	Operating loss
	
	
	$1,610,245

	Profit element
	5%
	of total op. expense
	107,868

	Compensation requirement
	
	
	$1,718,113


	Total operating expense per available seat-mile
	$0.240382

	Total operating revenue per revenue passenger-mile
	$0.529259

	Break-even load factor
	45.4%

	Average estimated load factor
	11.5%


Mesa Air Group, Inc., d/b/a Air Midwest

Provision of Essential Air Service at Clovis, New Mexico

Calculation of Compensation Requirement

(Two nonstop round trips to Albuquerque)

	Aircraft type
	Beech B1900D

	Seats per departure
	19

	Average completion factor:
	96%

	Departures:
	1,198

	Block hours:
	1,258

	Revenue passenger-miles:
	678,038

	Available seat-miles:
	4,666,522


	Operating revenue:
	
	
	
	

	
	Passenger revenue:
	
	Average
	Total

	
	
	
	Passengers
	fare
	revenue

	
	
	CVN-ABQ
	3,308
	$90.00
	$297,675

	
	Other revenue
	1% of passenger revenue
	2,977

	Total operating revenue
	
	
	
	$300,652


	Operating expense:
	
	
	
	

	
	Direct operating expense:
	
	
	

	
	
	Crew & training
	$128.9499
	per block hour
	$162,219

	
	
	Ownership
	$49.1192
	per block hour
	61,792

	
	
	Fuel and oil
	$188.1582
	per block hour
	236,703

	
	
	Maintenance
	$341.004
	per block hour
	428,983

	
	Total direct operating expense
	$707.232
	per block hour
	$889,698

	
	
	
	
	
	

	
	Indirect operating expense:
	
	
	

	
	Traffic (RPM) related
	$0.11784
	per revenue passenger-mile
	$79,900

	
	Marketing
	$5,000
	per subsidized point
	5,000

	
	Capacity (departure) related
	$27.1043
	per departure
	32,471

	
	Station cost
	$127.6886
	per departure
	152,971

	
	Total indirect operating expense
	
	
	$270,342

	Total operating expense
	
	
	$1,160,040

	
	
	
	
	

	Operating loss
	
	
	$859,388

	Profit element
	5%
	of total operating expense
	58,002

	Interest expense
	$35.8792
	per block hour
	45,136

	Compensation requirement
	
	
	$962,527


	Total operating expense per available seat-mile
	$0.248588

	Total operating revenue per revenue passenger-mile
	$0.443415

	Break-even load factor
	56.1%

	Average estimated load factor
	14.5%


Mesa Air Group, Inc., d/b/a Air Midwest

Provision of Essential Air Service at Silver City/Hurley/Deming, New Mexico

Calculation of Compensation Requirement

(Two nonstop round trips to Albuquerque)

	Aircraft type
	Beech B1900D

	Seats per departure
	19

	Average completion factor:
	96%

	Departures:
	1,198

	Block hours:
	1,098

	Revenue passenger-miles:
	599,625

	Available seat-miles:
	4,279,542


	Operating revenue:
	
	
	
	

	
	Passenger revenue:
	
	Average
	Total

	
	
	
	Passengers
	fare
	revenue

	
	
	SVC-ABQ
	2,925
	$90.00
	$263,250

	
	Other revenue
	1% of passenger revenue
	2,633

	Total operating revenue
	
	
	
	$265,883


	Operating expense:
	
	
	
	

	
	Direct operating expense:
	
	
	

	
	
	Crew & training
	$128.9854
	per block hour
	$141,626

	
	
	Ownership
	$49.1311
	per block hour
	53,946

	
	
	Fuel and oil
	$188.2022
	per block hour
	206,646

	
	
	Maintenance
	$341.071
	per block hour
	374,496

	
	Total direct operating expense
	$707.389
	per block hour
	$776,713

	
	
	
	
	
	

	
	Indirect operating expense:
	
	
	

	
	Traffic (RPM) related
	$0.117917
	per revenue passenger-mile
	$70,706

	
	Marketing
	$5,000
	per subsidized point
	5,000

	
	Capacity (departure) related
	$27.1043
	per departure
	32,471

	
	Station cost
	$127.6886
	per departure
	152,971

	
	Total indirect operating expense
	
	
	$261,148

	Total operating expense
	
	
	$1,037,862

	
	
	
	
	

	Operating loss
	
	
	$771,979

	Profit element
	5%
	of total operating expense
	51,893

	Interest expense
	$35.888
	per block hour
	39,405

	Compensation requirement
	
	
	$863,277


	Total operating expense per available seat-mile
	$0.242517

	Total operating revenue per revenue passenger-mile
	$0.443415

	Break-even load factor
	54.7%

	Average estimated load factor
	14.0%


Great Lakes Aviation, Ltd., Essential Air Service To Be Provided at

Clovis and Silver City/Hurley/Deming, New Mexico

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

	Scheduled service: 
	Two round trips each weekday and each weekend to Albuquerque.

	Intermediate stops and upline service:  
	No service to any intermediate point is contemplated under the terms of the carrier’s proposal; accordingly, no such service may be provided on subsidized flights without prior Department approval.  There are no limitations on service that may be performed to points upline from Clovis or from Silver City/Hurley/Deming.

	Aircraft type:  
	Beech B1900D (19 passenger seats).

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

	Annual compensation:  
	$1,718,113.
This rate assumes an annual completion factor of 98 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 Albuquerque flight: 
	$714.69 


	Weekly compensation ceiling per community:
	$17,152.56 



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.

Mesa Air Group, d/b/a Air Midwest, Inc., Essential Air Service To Be Provided at

Clovis, New Mexico

	Effective period:
	Date carrier reduces service to the level prescribed below, or 30 days from the service date of this order (whichever comes first) until Great Lakes Aviation, Ltd., inaugurates service at Clovis.

	Scheduled service: 
	Two round trips each weekday and each weekend to Albuquerque.

	Intermediate stops and upline service:  
	No service to any intermediate point is contemplated under the terms of the carrier’s proposal; accordingly, no such service may be provided on subsidized flights without prior Department approval.  There are no limitations on service that may be performed to points upline from Clovis.

	Aircraft type:  
	Beech B1900D (19 passenger seats).

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

	Annual compensation:  
	$962,527.
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 Albuquerque flight: 
	$803.44 


	Weekly compensation ceiling:
	$19,282.56 



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.

Mesa Air Group, d/b/a Air Midwest, Inc., Essential Air Service To Be Provided at

Silver City/Hurley/Deming, New Mexico

	Effective period:
	Date carrier reduces service to the level prescribed below, or 30 days from the service date of this order (whichever comes first) until Great Lakes Aviation, Ltd., inaugurates service at Silver City/Hurley/Deming.

	Scheduled service: 
	Two round trips each weekday and each weekend to Albuquerque.

	Intermediate stops and upline service:  
	No service to any intermediate point is contemplated under the terms of the carrier’s proposal; accordingly, no such service may be provided on subsidized flights without prior Department approval.  There are no limitations on service that may be performed to points upline from Silver City/Hurley/Deming.

	Aircraft type:  
	Beech B1900D (19 passenger seats).

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

	Annual compensation:  
	$863,277.
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 Albuquerque flight: 
	$720.60 


	Weekly compensation ceiling:
	$17,294.40 



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.
� 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).


� Subsidy-eligible departures are defined as each arrival from and departure to the hub from the essential air service point.


�  See Appendix C, page 1, for calculations.


� Subsidy-eligible departures are defined as each arrival from and departure to the hub from the essential air service point.


�  See Appendix C, page 1, for calculations.


� See Footnote (2), above.


� See Appendix C, page 2, for calculations.


� See Footnote (2), above.


� See Appendix C, page 3, for calculations.


� $1,718,113 divided by 2,404 annual departures as shown in Appendix B, page 1.


� 24 flights per week * $714.69.


� $962,527 divided by 1,198 annual departures as shown in Appendix B, page 2.


� 24 flights per week * $803.44.


� $863,277 divided by 1,198 annual departures as shown in Appendix B, page 3.


� 24 flights per week * $720.60.
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