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	Order 2005-11-12

	Served: November 15, 2005





         UNITED STATES OF AMERICA

   DEPARTMENT OF TRANSPORTATION

           OFFICE OF THE SECRETARY

                  WASHINGTON, D.C.

Issued by the Department of Transportation

	on the 15th day of November, 2005


	Essential Air Service at

WORLAND, WYOMING, and
RIVERTON, WYOMING
Under 49 U.S.C. 41731 et seq.
	Docket OST-1997-2981
Docket OST-2003-14536


ORDER
Summary

By this order, we are directing Great Lakes Aviation, Ltd., to show cause why the Department should not set final past-period subsidy rates of $524,690 on an annual basis for service at Worland, Wyoming, for the period of October 1, 2001, through April 30, 2002 (to adjust for the effects of the September 11 terrorist attacks), $409,800 on an annual basis for service at Worland for the period of May 1, 2002, through May 19, 2003, and $607,034 on an annual basis for service at Worland and Riverton combined for the period of May 20, 2003, through August 31, 2004.
Background
WORLAND:
By Order 2000-5-14, May 16, 2000, the Department selected Great Lakes Aviation, Ltd., to provide subsidized essential air service at Worland consisting of 18 nonstop or one-stop round trips a week to Denver with 19-passenger B1900D aircraft for the period of May 1, 2000, through April 30, 2002, for a subsidy rate of $353,345 annually.  That rate was calculated based on the cost of the nonstop Worland-Riverton leg of Worland-Riverton-Denver service.
Subsequently, in Order 2002-2-13, February 15, 2002, the Department authorized emergency EAS payments to all subsidized carriers because of the losses suffered by them in the face of generally lower revenue and higher costs after the terrorist attacks of September 11, 2001, and to reflect and compensate for the fact that the EAS carriers are paid on a pre-agreed, fixed rate per flight.  That order provided for immediate increases to the final rates then in place on an ad hoc, interim basis, subject to an after-the-fact adjustment, either upward or downward, based on actual results from October 1, 2001, until the end of the carriers’ selection terms.

By Order 2002-7-20, July 11, 2002, the Department extended the subsidy rate established by Order 2000-5-14 for Great Lakes Aviation’s service at Worland as an interim rate until further Department action, subject to our negotiating final rates retroactive to October 1, 2001, with the carrier.

After two rounds of solicitations and proposals, by Order 2004-7-16, July 20, 2004, the Department selected Great Lakes Aviation to provide essential air service at Worland for the period of September 1, 2004, through September 30, 2006, for $797,844 annually.

RIVERTON:

On February 19, 2003, Great Lakes Aviation, Ltd., filed a 90-day notice of its intent to suspend its then-subsidy-free service at Riverton, effective May 20, 2003.  By Order 2003-4-11, April 15, 2003, the Department prohibited Great Lakes Aviation’s suspension of service and solicited proposals to provide essential air service, with subsidy support if necessary, at Riverton.  Order 2003-4-11 also required Great Lakes Aviation to maintain three nonstop round trips a day between Riverton and Denver until replacement service was in place.  
By Order 2004-2-9, February 9, 2004, the Department resolicited proposals to provide essential air service at Riverton.  By Order 2004-7-16, July 20, 2004, the Department selected Great Lakes Aviation to provide essential air service at Riverton for the period of September 1, 2004, through September 30, 2006, for $390,488 annually.
Rate Periods
There are three discrete open rate periods for which we must set final rates.  The first is for the period from October 1, 2001, through April 30, 2002, for Worland service only.  During that period, Great Lakes Aviation was on the last seven months of the two-year selection contract established by Order 2000-5-14.  However, as we discussed above, Order 2002-2-13 granted program-wide rate relief to account for revenue decreases and security and insurance increases directly attributable to the September 11 attacks.

The second open rate period runs from May 1, 2002, through May 19, 2003, and is for Worland service only.  During that period, i.e., after the contract established by Order 2000-5-14 expired, Great Lakes Aviation continued to serve Worland and received subsidy under the interim rate established by Order 2002-7-20, which is subject to retroactive adjustment, while negotiations to establish a final rate for this service stalled.
The third open rate period runs from May 20, 2003, through August 31, 2004, and applies to service at both Worland and Riverton.  The 90-day notice filed by Great Lakes Aviation on February 19, 2003, makes that service eligible for consideration of a subsidy rate beginning on May 20, 2003.  Effective September 1, 2004, we established a new two-year contract with Great Lakes Aviation for its service at both communities, so the final open rate period for Worland and Riverton service combined is from May 20, 2003, through August 31, 2004.
Proposal

Great Lakes Aviation submitted a request by email on September 18, 2004, in which it sought $1,699,720 on an annual basis in total compensation for its service at Worland and Riverton for the period of October 1, 2001, through May 31, 2003, and $1,312,266 on an annual basis for its service at Worland and Riverton for the period of June 1, 2003, through August 31, 2004.
Discussion
We have several problems with the proposal that Great Lakes Aviation submitted.  First, the carrier does not properly segregate its post-September 11 claim (for the period of October 1, 2001, through April 30, 2002) for adjustments to the rate for service at Worland set by Order 2000-5-14.  Hence, it makes claims for the period of October 1, 2001, through April 30, 2002, that are not authorized by Order 2002-2-13.  Second, Great Lakes Aviation claims subsidy for its operations at Riverton for the period of October 1, 2001, through May 19, 2003, which is before the effective date of the carrier’s notice to suspend service at Riverton.  Finally, the carrier seeks subsidy for service patterns not authorized for subsidy support by the Department, including nonstop Worland-Denver service and service over Cody, Wyoming.
We prepared a response to Great Lakes Aviation’s proposal, which we transmitted by email on February 18, 2005.  Although we have repeatedly expressed a willingness to meet with the carrier in an informal rate conference to discuss its claim, to date the carrier has not responded.  Therefore, this show-cause order sets forth our current position on these past-period rates, summarized as follows:
Worland (October 1, 2001, through April 30, 2002):

As we indicated above, the carrier, by mingling its claim for post-September 11 relief with its past-period claim for the open rate period for Worland service of May 1, 2002, through May 19, 2003, has claimed relief that goes far beyond that contemplated by Order 2002-2-13.  To the extent possible, we have segregated the revenue and expense elements contemplated for relief (passengers, average fare, other revenue, war risk hull insurance, war risk liability insurance, security, and four categories of per-passenger indirect operating expense) from the data submitted by the carrier and developed an annual rate of $524,690 applicable to the eligible period of October 1, 2001, through April 30, 2002.  (Our calculations are summarized on page 1 of Appendix A of this order.)
Our adjustments are consistent with the framework established by Order 2002-2-13, namely, that we would make up for revenue reductions, to the extent that they fell below those forecast in the final rates in effect on September 11, and for insurance and security increases directly attributable to the September 11 attacks.  (Traffic-related expenses are adjusted downward proportional to the drop in passengers, and the profit element is a flat five percent of total operating costs.)

Worland (May 1, 2002, through May 19, 2003):

When the rate established by Order 2000-5-14 expired on April 30, 2002, Great Lakes Aviation continued to be eligible for subsidy compensation for the essential air service it continued to provide at Worland from May 1, 2002, onward.  As discussed above, the carrier’s claim mingles its claim for post-September 11 relief with its new subsidy claim for post-May 1, 2002, operations.  In addition, the carrier improperly claims subsidy relief for its operations at Riverton for the period of October 1, 2001, through May 19, 2003.  (As also discussed above, the carrier’s 90-day notice of its intent to suspend its subsidy-free service at Riverton was effective May 20, 2003.  It is on that date that subsidy eligibility begins for Riverton operations.)  In addition, the carrier operated some of its post-May 1, 2002, service on a Denver-Worland-Cody routing for which it seeks subsidy compensation.
The documents which give rise to a carrier’s expectation of receiving subsidy are:  (1) an order of the Department requiring the carrier to continue service after the carrier files a 90-day notice of its intent to suspend that service, and (2) the most recent order establishing a subsidy rate for the carrier at the community in question.  Those orders set forth both the carrier’s and the Department’s understanding and agreement of the service to be provided and (in the case of subsidy rate orders) the means of calculating the subsidy rate for such service.  This understanding is superseded only by a new carrier selection/subsidy order, or by written permission from the Department for the carrier to operate an alternative service pattern.  (While there have been no grants of permission to serve Worland by means of an alternative service pattern, Order 2004-7-16 does indeed establish a new subsidy rate based on a different costing methodology for Worland, effective September 1, 2004.)  In the case of Worland, 
Order 2000-5-14 clearly shows in Appendix E that essential air service subsidy for Worland was calculated as the net cost of adding Worland to Great Lakes Aviation’s existing, subsidy-free Riverton-Denver service.  This methodology, which was agreed to by the carrier, properly excludes the costs and revenues realized from serving a non-subsidized intermediate point.  The Department issued no document applicable to periods prior to May 20, 2003 (when the carrier’s service at Riverton became eligible for subsidy support), that can be construed as creating the expectation that subsidy authorized for Worland service would also include the cost of providing Riverton-Denver service.  Furthermore, while carriers may always provide service above the minimum levels, we would not authorize extra subsidy for such service.  Additionally, we would not pay subsidy for service to upline communities (such as Cody) for which no subsidy eligibility exits.
In light of the above, we have calculated a subsidy rate of $409,800 annually for Great Lakes Aviation’s service at Worland for the period of May 1, 2002, through May 19, 2003, using service and traffic data and unit costs calculated from the carrier’s subsidy request of September 18, 2004, applied to mileages and block times for the Worland-Riverton leg of assumed Worland-Riverton-Denver service.  (Our calculations are summarized on pages 2 and 3 of Appendix A of this order.)
Worland and Riverton (May 20, 2003, through August 31, 2004):

Effective May 20, 2003, when Great Lakes Aviation’s Riverton service became subsidy-eligible, we applied the same methodology discussed in the preceding section to calculate a subsidy rate of $607,034 annually for operations conducted on a Worland-Riverton-Denver routing.  (Our calculations are summarized on pages 4 and 5 of Appendix A of this order.)  As with the rate we are tentatively setting for the period of May 1, 2002, through May 19, 2003, we are not recognizing additional costs the carrier claims for serving Worland to Denver nonstop, nor are we recognizing the costs claimed for serving Cody upline from Worland.
In light of the foregoing, we direct Great Lakes Aviation to show cause why we should not set the annual rates of $524,690 on an annual basis for Worland service applicable to the eligible period of October 1, 2001, through April 30, 2002; $409,800 on an annual basis for Worland service applicable to the period of May 1, 2002, through May 19, 2003; and $607,034 on an annual basis for Worland and Riverton service applicable to the period of May 20, 2003, through August 31, 2004.
This order is issued under authority delegated in 49 CFR 1.56a(f).

ACCORDINGLY,

1. The Department directs Great Lakes Aviation, Ltd., to show cause within 20 days of the date of service of this order why the Department should not compensate it for the provision of essential air service at Worland, Wyoming, from October 1, 2001, through April 30, 2002, to be payable as follows:  for each calendar month during which essential air service was provided, the amount of compensation shall be subject to the weekly ceiling set forth in Appendix B, page 1, and shall be determined by multiplying the subsidy-eligible flights completed during the month
 to Denver by $284.85;

2. The Department directs Great Lakes Aviation, Ltd., to show cause within 20 days of the date of service of this order why the Department should not compensate it for the provision of essential air service at Worland, Wyoming, from May 1, 2002, through May 19, 2003, to be payable as follows:  for each calendar month during which essential air service was provided, the amount of compensation shall be subject to the weekly ceiling set forth in Appendix B, page 2, and shall be determined by multiplying the subsidy-eligible flights completed during the month
 to Denver by $230.87;

3. The Department directs Great Lakes Aviation, Ltd., to show cause within 20 days of the date of service of this order why the Department should not compensate it for the provision of essential air service at Worland and Riverton, Wyoming, from May 20, 2003, through August 31, 2004, to be payable as follows:  for each calendar month during which essential air service was provided, the amount of compensation shall be subject to the weekly ceilings set forth in Appendix B, page 3, and shall be determined by multiplying the subsidy-eligible flights completed during the month
 to Denver by $164.24 for Worland and by $162.74 for Riverton;

4.  The rates of compensation authorized by ordering paragraphs (1) through (3), above, shall be in lieu of, and not in addition to, the rates of compensation authorized by Orders 2000-5-14, 2002-2-13, and 2002-7-20 for service at Worland and Riverton, Wyoming, for the period of May 1, 2002, through August 31, 2004;

5. We will afford full consideration to the matters and issues raised in any timely and properly filed response to ordering paragraph (1) through (3), above, before we take further action.  If no response is filed, all further procedural steps will be deemed to have been waived, and the rates of compensation tentatively made by this order shall become effective immediately;

6. We direct and Great Lakes Aviation, Ltd., 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;

7. Dockets OST-1997-2981 and OST-2003-14536 will remain open until further order of the Department; and

8. We will serve a copy of this order on Great Lakes Aviation, Ltd.

By:

MICHAEL W. REYNOLDS
Acting 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
Great Lakes Aviation, Ltd.

Provision of Essential Air Service at Worland, Wyoming

Calculation of Annual Compensation Requirement 
(to be applied to the period of October 1, 2001, through April 30, 2002)
Source:  Appendix E of Order 2000-5-14, May 11, 2000, except as noted

	Mileage (WRL-RIW):
	67
	Block hours:
	828

	Aircraft type
	Beech 1900D
	Flight hours
	1,842

	Seats per departure
	19
	Available seat-miles:
	2,344,866

	Departures:
	1,842
	
	


	
	Pre-9/11
	
	
	Post-9/11


	Operating revenue:
	
	
	
	

	  Passenger
	$627,150
	4,134 passengers
	$106.67
	$440,974

	  Other
	3,888
	0.0062
	$440,974
	2,734

	Total operating revenue
	$631,038
	
	
	$443,708


	Operating expense:
	
	
	

	  Direct operating expense:
	
	
	

	  Flying operations per block hour
	$77,923
	
	$77,923

	  Flying operations per departure
	10,334
	
	10,334

	  Hull insurance
	4,173
	
	4,173

	  War risk hull insurance
	
	$4.46 multiplied by 828 block hours
	3,693

	  Fuel & oil
	204,462
	
	204,462

	  Maintenance per departure
	138,150
	
	138,150

	  Maintenance per flight hour
	69,391
	
	69,391

	  Aircraft lease
	103,512
	
	103,512

	  Total direct operating expense
	$607,945
	
	$611,638


	Indirect operating expense:
	
	
	

	  WRL facility lease
	$10,800
	
	$10,800

	  WRL landing fees
	11,466
	
	11,466

	  WRL deicing charge
	9,625
	
	9,625

	  WRL local marketing
	5,000
	
	5,000

	  WRL station manager
	26,000
	
	26,000

	  WRL station agent
	41,600
	
	41,600

	  WRL hangar fee
	8,400
	
	8,400

	  RIW landing fees
	5,323
	
	5,323

	  Crew overnight
	62,650
	
	62,650

	  War risk liability insurance
	
	$0.001178 per ASM
	2,762

	  Security
	
	$0.00396 per ASM
	9,286

	  DEN airport baggage system fees
	4,125
	$1.46 per passenger
	3,018

	  DEN airport terminal transit system fee
	4,096
	$1.45 per passenger
	2,997

	  DEN United baggage system fee
	13,221
	$4.68 per passenger
	9,674

	  Passenger-related
	93,960
	$16.63 per passenger
	68,748

	  Administrative
	33,297
	
	33,297

	Total indirect operating expense
	$329,563
	
	$310,646


	Total operating expense
	$937,508
	
	$922,284

	Operating loss
	$306,470
	
	$478,576

	Profit element
	46,875
	
	46,114

	Annual compensation requirement
	$353,345
	
	$524,690


Great Lakes Aviation, Ltd.

Provision of Essential Air Service at Worland, Wyoming

Calculation of Compensation Requirement for the period of May 1,2002, through May 19, 2003
Source:  Carrier’s subsidy request of 9/18/2004, except as noted

	Aircraft type
	Beech 1900D
	Mileages:
	WRL-RIW
	67

	Seats per departure
	19
	
	WRL-COD
	65

	Departures:
	1,775
	
	RIW-DEN
	296

	Available seat-miles:
	2,259,575 

	
	
	

	Block hours:
	799 

	
	
	


	Operating revenue:
	
	
	
	

	
	Passenger revenue:
	
	Passengers
	Average fare
	Total revenue

	
	
	WRL-DEN
	4,645 

	$106.67
	$495,482

	
	
	COD-DEN
	2,563
	$18.04 

	46,237

	
	Total passenger revenue
	
	
	
	$541,719

	
	Other revenue
	
	0.0062
	$541,719
	3,359

	Total operating revenue
	
	
	
	$545,078


	Operating expense:
	
	
	

	  Direct operating expense:
	Unit rates 

	Units
	

	    Flying operations per block hour
	$149.0171
	799 block hours
	$119,065

	    Hull insurance
	$5.4413
	799 block hours
	4,348

	    War risk hull insurance
	$4.4628
	799 block hours
	3,566

	    Fuel & oil
	$135.4065
	799 block hours
	108,190

	    Maintenance per departure
	$109.2476
	1,775 departures
	193,914

	    Maintenance per block hour
	$97.2587
	799 block hours
	77,710

	    Aircraft lease
	$157.6613
	799 block hours
	125,974

	  Total direct operating expense
	$656.9286
	
	$632,764


	Indirect operating expense from carrier’s subsidy request of 9/18/2004:
	
	
	
	

	  WRL station
	
	
	$6,480
	

	  WRL landing fees
	
	
	6,730
	

	  WRL deicing
	
	
	5,775
	

	  WRL marketing
	
	
	5,000
	

	  WRL station manager
	
	
	15,600
	

	  WRL station expense
	
	
	64,670
	

	  WRL hangar
	
	
	5,040
	

	    WRL station total
	
	
	
	$109,295

	    RON
	
	
	
	37,590

	    RIW landing fees
	
	
	
	3,742

	
	
	
	
	


Great Lakes Aviation, Ltd.

Provision of Essential Air Service at Worland, Wyoming

Calculation of Compensation Requirement for the period of May 1,2002, through May 19, 2003
(Continued)

Source:  Carrier’s subsidy request of 9/18/2004, except as noted

	Allocated indirect operating expense:
	Unit rates 

	Units
	
	

	  DEN turn costs
	

	
	
	

	  DEN fees per WRL passenger
	$2.5016
	4,645 passengers
	$11,620
	

	  DEN fees per COD passenger
	$0.4003 

	2,563 passengers
	1,026
	

	  Liability insurance
	$0.0051114
	2,259,575 ASM’s
	11,550
	

	  War risk liability insurance
	$0.0011777
	2,259,575 ASM’s
	2,661
	

	  WRL passenger-related
	$10.25026 

	4,645 passengers
	47,612
	

	  COD passenger-related
	$1.64004 

	2,563 passengers
	4,203
	

	  Security
	$0.0023311 

	2,259,575 ASM’s
	5,267
	

	  Administrative
	$0.0186219 

	2,259,575 ASM’s
	42,078
	

	Total allocated indirect operating expense
	
	
	
	$126,017

	
	
	
	
	

	Total indirect operating expense
	
	
	
	$276,644

	
	
	
	
	

	Total operating expense
	
	
	
	$909,408

	Operating loss
	
	
	
	$364,330

	Profit element
	
	5 percent
	$909,408
	45,470

	Annual compensation requirement
	
	
	
	$409,800


Great Lakes Aviation, Ltd.

Provision of Essential Air Service at Worland and Riverton, Wyoming

Calculation of Compensation Requirement for the Period of May 20, 2003 through August 31, 2004
Source:  Carrier’s subsidy request of 9/18/2004, except as noted

	Aircraft type
	Beech B1900D
	Mileages:
	WRL-RIW
	67

	Seats per departure
	19
	
	WRL-COD
	65

	Departures:

	3,713 
	
	RIW-DEN
	296

	  Worland
	1,848
	
	
	

	  Riverton
	1,865
	
	
	

	Total departures
	3,713
	
	
	

	Available seat-miles:
	12,841,264 
 
	
	
	

	Revenue passenger-miles:
	7,188,163
	
	
	

	Block hours:
	3,424 

	
	
	


	Operating revenue:
	
	
	
	

	  Passenger revenue:
	
	Passengers
	Average fare
	Total revenue

	
	WRL
	5,409
	$112.90
	$610,676

	
	RIW
	17,651
	$110.20
	1,945,140

	
	COD
	3,758
	$99.85 

	375,236

	
	Total
	
	
	$2,931,052

	  Other revenue
	
	0.0062
	$2,931,052
	18,173

	Total operating revenue
	
	
	
	$2,949,225


	Operating expense:
	
	
	

	  Direct operating expense:
	Unit rates 

	Units
	

	    Flying operations
	$149.0569
	per block hour
	$510,371

	    Hull insurance
	$12.6268
	per block hour
	43,234

	    Fuel and oil
	$125.9516
	per block hour
	431,258

	    Maintenance (a)
	$109.2754
	per departure
	405,740

	    Maintenance (b)
	$97.2845
	per block hour
	333,102

	    Lease
	$130.0060
	per block hour
	445,141

	  Total direct operating expense
	$633.42
	per block hour
	$2,168,846


Great Lakes Aviation, Ltd.

Provision of Essential Air Service at Worland and Riverton, Wyoming

Calculation of Compensation Requirement for the Period of May 20, 2003 through August 31, 2004
(Continued)

Source:  Carrier’s subsidy request of 9/18/2004, except as noted

	  Indirect operating expense from carrier’s 
  subsidy request of 9/18/2004:
	
	

	    WRL marketing
	$5,000
	

	    WRL station
	99,276
	

	    WRL hangar
	5,040
	

	      WRL station total
	
	$109,316

	    RIW marketing
	$5,000
	

	    RIW station expense
	187,884
	

	    RIW landing fees
	5,341
	

	      RIW station total
	
	198,225


	  Allocated indirect operating expense:
	Unit rates 

	Units
	
	

	    DEN turn costs
	$296.32 

	933 DEN departures 

	276,467
	

	    Liability insurance
	$0.00762
	12,841,264 ASM’s
	97,850
	

	    Passenger-related—WRL & RIW
	$10.25017 

	23,060 passengers 

	236,369
	

	    Passenger-related—COD
	$8.71264 

	3,758 passengers
	32,742
	

	    Administrative
	$0.0208
	12,841,264 ASM’s
	267,098
	

	  Total allocated indirect operating expense
	
	
	910,526

	
	
	
	
	

	Total indirect operating expense
	
	
	
	$1,218,067

	
	
	
	
	

	Total operating expense
	
	
	
	$3,386,913

	
	
	
	
	

	Operating loss
	
	
	
	$437,688

	Profit element
	5%
	$3,386,913
	
	169,346

	Annual compensation requirement
	
	
	
	$607,034


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

	Effective Period:
	October 1, 2001, through April 30, 2002.

	Scheduled Service: 
	18 nonstop or single stop round trips per week to Denver.

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

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

	Annual compensation:  
	$524,690.

	Subsidy Rate: 
	Per arrival from or departure to Denver:  $284.85 


	Weekly Compensation Ceiling:
	$10,254.60 



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.

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

	Effective Period:
	May 1, 2002, through May 19, 2003.

	Scheduled Service: 
	18 nonstop or single stop round trips per week to Denver.

	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:  
	$409,800.

	Subsidy Rate per Denver Flight: 
	$230.87 


	Weekly Compensation Ceiling:
	$8,311.32 



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.

Great Lakes Aviation, Ltd.
Essential Air Service To Be Provided at Riverton and Worland, Wyoming

	Effective Period:
	May 20, 2003, through August 31, 2004.

	Scheduled Service: 
	18 nonstop or single stop round trips per week to Denver.

	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:  
	$607,034.

	Subsidy Rate per Denver Flight: 
	Worland:  $164.24 

Riverton:  $162.74 


	Weekly Compensation Ceiling:
	Worland:  $5,912.64 

Riverton:  $5,858.64 



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.

� See Order 2002-2-13 for a complete discussion of the emergency relief.


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


�  See Appendix B, 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 B, page 2, for calculations.


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


�  See Appendix B, page 3, for calculations.


�  Changes are based on carrier’s subsidy request of 9/18/2004.


� 67 miles (WRL-RIW), multiplied by 19 seats per departure, multiplied further by 1,775 departures equals 2,259,575 available seat-miles.


�  Block hours per departure calculated from the service data in Order 2000-5-14, Appendix E:  828 block hours divided by 1,842 departures equals 0.45 block hours per departure.  0.45 block hours per departure multiplied by 1,775 departures equals 799 block hours.


�  From carrier’s reports on D.O.T., Bureau of Transportation Statistics, Form 298-c and Form T-100 for YE 6/30/2003.


�  Prorated to the WRL-RIW segment according to the percentage of WRL-RIW mileage to the total COD-WRL-RIW-DEN mileage:  67 WRL-RIW miles divided by the sum of 65 COD-WRL miles, 67 WRL-RIW miles, and 296 RIW-DEN miles (i.e., 67 miles divided by 428 miles), which equals 16 percent.  $112.78 COD average fare (from the carrier’s subsidy request of 9/18/2004) multiplied by 16 percent equals $18.00.


�  Operating expense elements claimed by the carrier for the period of 10/01/01—5/31/03 in its subsidy request of 9/18/2004 divided by the total block hours or departures, as appropriate, from the same source.


�  Operating expense elements claimed by the carrier for the period of 10/01/01—5/31/03 in its subsidy request of 9/18/2004 divided by the appropriate service or traffic elements from the same source, except as noted.


�  Denver turn costs per departure were not included in the cost basis for calculating the compensation requirement in Order 2000-5-14; hence they are not recognized here.


�  Prorated at 16 percent of the total Denver fees per passenger (16 percent multiplied by $2.5016 equals $0.4003).  See Note (4), above.


�  Expense per passenger was calculated by dividing $190,624 total passenger-related expense for the period of 10/01/01—5/31/03 in the carrier’s subsidy request of 9/18/2004 by the 18,597 total Worland, Riverton, and Cody passengers reported in the same source.


�  $10.25026 per passenger (see note (2), above) multiplied by 16 percent (see note (4), above).


�  Expense per available seat-mile was calculated by dividing $30,330 in total security expense for the period of 10/01/01—5/31/03 in the carrier’s subsidy request of 9/18/2004 by the 13,010,880 total Worland, Riverton, and Cody available seat-miles reported in the same source.


�  Expense per available seat-mile was calculated by dividing $242,287 in total administrative expense for the period of 10/01/01—5/31/03 in the carrier’s subsidy request of 9/18/2004 by the 13,010,880 total Worland, Riverton, and Cody available seat-miles reported in the same source.


�  Annualized Worland and Riverton departures for the period of 6/01/03—8/31/04 from the carrier’s subsidy request of 9/18/2004.


�  1,848 Worland departures multiplied by 67 miles, multiplied further by 19 seats per departure, added to 1,865 Riverton departures multiplied by 296 miles, multiplied further by 19 seats per departure equals 12,841,264 available seat-miles.


�  Worland block hours per departure calculated from the service data in Order 2000-5-14, Appendix E:  828 block hours divided by 1,842 departures equals 0.45 block hours per departure.  0.45 block hours per departure multiplied by 1,848 departures equals 832 block hours.  832 Worland block hours added to 2,592 Riverton block hours (from the carrier’s subsidy request of 9/18/2004) equals 3,424 total block hours.


�  Prorated to the WRL-RIW-DEN segments according to the percentage of WRL-RIW-DEN mileage to the total COD-WRL-RIW-DEN mileage:  67 WRL-RIW miles plus 296 RIW-DEN miles divided by the sum of 65 COD-WRL miles, 67 WRL-RIW miles, and 296 RIW-DEN miles (i.e., 363 miles divided by 428 miles), which equals 85 percent.  $117.47 COD average fare (from the carrier’s subsidy request of 9/18/2004) multiplied by 85 percent equals $95.85.


� Operating expense elements claimed by the carrier for the period of 6/01/03—8/31/04 in its subsidy request of 9/18/2004 divided by the total block hours or departures, as appropriate, from the same source.


�  Operating expense elements claimed by the carrier for the period of 6/01/03—8/31/04 in its subsidy request of 9/18/2004 divided by the appropriate service or traffic elements from the same source, except as noted.


�  From carrier’s subsidy request of 9/18/2004.


�  One-half of Riverton departures reported in the carrier’s subsidy request of 9/18/2004.


�  Expense per passenger was calculated by dividing $274,889 total passenger-related expense for the period of 6/01/03—8/31/04 in the carrier’s subsidy request of 9/18/2004 by the 26,818 total Worland, Riverton, and Cody passengers reported in the same source.


�  5,409 Worland passengers plus 17,651 Riverton passengers from the carrier’s subsidy request of 9/18/2004.


�  $10.25017 per passenger (see note (9), above) multiplied by 85 percent (see note (4), above).


�  $524,690 divided by 1,842 annual departures as shown in Appendix A, Page 1.


�  The subsidy rate for each arrival/departure ($284.85) multiplied by the number of scheduled eligible flights per week (36).


� $409,800 divided by 1,775 annual departures as shown in Appendix A, Page 2.


� The subsidy rate for each arrival/departure ($230.87) multiplied by the number of scheduled eligible flights per week (36).


�  $607,034 divided by two equals $303,517.  $303,517 divided by 1,848 annual departures (from Appendix A, Page 2) equals $164.24.


� $607,034 divided by two equals $303,517.  $303,517 divided by 1,865 annual departures (from Appendix A, Page 2) equals $162.74.


� The subsidy rate for each arrival/departure ($164.24) multiplied by the number of scheduled eligible flights per week (36).


�  The subsidy rate for each arrival/departure ($162.74) multiplied by the number of scheduled eligible flights per week (36).





_948866040

