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APPLICATION OF US AIRWAYS, INC. FOR AN EXEMPTION

(Washington, D.C. Reagan National Airport – Sarasota/Bradenton, Florida)

I.
INTRODUCTION 

By Notice dated February 24, 2006, the U.S. Department of Transportation (“DOT” or “Department”) established a slot exemption proceeding pursuant to 49 U.S.C. Section 41718(b) to entertain applications from carriers using Stage 3 aircraft for a single roundtrip between Washington’s Reagan National Airport (“Reagan National”) and any small or non-hub market within the 1,250 mile Reagan National perimeter. US Airways proposes to utilize these exemptions to inaugurate the first-ever nonstop service between Reagan National and Sarasota/Bradenton, Florida.  US Airways respectfully submits that its proposal would significantly advance the statutory purposes and fulfill the requirements of AIR 21/Vision 100 (See 49 U.S.C. § 41718(b) and 49 U.S.C. § 41718(c)(3)), bringing competitive, new low-fare service to a rapidly growing but underserved market.  

II.
US AIRWAYS PROPOSED SERVICE WILL PROVIDE CONVENIENT YEAR-ROUND SERVICE TO THE SARASOTA/BRADENTON REGION
ROUTE:
Reagan National (DCA) – Sarasota/Bradenton International Airport (SRQ)

SCHEDULE:

1000-1225 Southbound




1500-1705 Northbound

AIRCRAFT TYPE:
(All are Stage III Compliant)




Winter Season:
Monday-Friday E-190 (99 seats)




(Nov-Apr)

Weekends – A319 (120 seats)




Summer Season:
Monday-Friday – E-170 (72 seats)




(May-Oct)

Weekends – E-190 (99 seats)

FARES/PRICING:   Consistent with the new US Airways; customer





friendly and competitive

PASSENGERS:
US Airways projects it will serve over 52,000 passengers annually on its service. Over 36,000 passengers will be local DCA-SRQ passengers with the remaining passengers connecting at DCA from other markets in the Northeast and Midwest.  

LOAD FACTOR:
Year-round -- 77% (consistent with US Airways’ realized load factors in other DCA-Florida markets).




Summer Season – 79%




Winter Season -- 76%

III.
THE NEW US AIRWAYS IS FIT, WILLING, AND ABLE TO INTRODUCE THE ONLY NONSTOP SERVICE BETWEEN DCA AND SARASOTA/BRADENTON, FLORIDA

This Proceeding provides the first opportunity for the new US Airways to offer new “within-perimeter” services.  Having undergone dramatic changes that culminated in the September 2005 merger transaction involving US Airways and America West Airlines, US Airways is now poised to bring new competition, with both low fares and high-quality service, to a range of new markets in the coming months. New Reagan National-Sarasota/Bradenton service would join US Airways’ new services from Phoenix and Las Vegas to Hawaiian points, and three new transatlantic services beginning this summer from Philadelphia, on the growing list of markets that will benefit from competition provided by US Airways – the nation’s largest low-cost carrier.  The merger’s synergies have also enabled better and more efficient use of aircraft.  As a result, US Airways is not only able to offer new services not possible before – such as the introduction of new Philadelphia – Portland, Oregon service – but US Airways will be able to further optimize its matching of aircraft type to market size.  


In its post-merger incarnation, US Airways is also focused on offering “customer friendly” fares throughout its network, with an emphasis on “old” US Airways’ markets.  Soon after the merger, the new US Airways removed the “Saturday-night stay” restriction in all domestic markets and is now focusing on lowering fares.  US Airways recently began lowering fares on both business and leisure routes in the Eastern United States.  To date, lower fares have been introduced on more than 70 routes, including such business markets as New York to Boston and Washington; and leisure markets like Greensboro to Fort Myers.  US Airways plans to price the DCA-SRQ market in a similar fashion, offering nonstop service in modern aircraft at low fares.  Passengers can also earn Dividend Miles, affording them access to over 800 global destinations via US Airways’ participation in the Star Alliance.  

IV.
SARASOTA/BRADENTON IS AN UNDERSERVED MARKET THAT MERITS COMPETITIVE NEW NONSTOP SERVICE TO THE WASHINGTON, D.C. METRO AREA, AND US AIRWAYS’ PROPOSAL FULFILLS ALL SELECTION CRITERIA.


No service proposal can better fulfill the goals of AIR-21/Vision 100 to create new air service opportunities to Reagan National than US Airways’ proposal to serve Sarasota/Bradenton.  Situated outside the larger markets of Tampa and Fort Myers, Sarasota/Bradenton’s air service development has not reached the levels expected in a marketplace of over 650,000 residents spread across two counties with a strong economy (Sarasota and Manatee),
 and with the many attractions of a popular leisure destination.  

The need for new air service to the region is crucial.  Between 2000 and 2004, the region gained nearly 62,000 new residents, a 10.5% growth rate that is almost 20% higher than Florida’s impressive statewide growth rate, and more than double the overall national growth rate.
  Sarasota/Bradenton is already larger than many other cities/regions that have gained or have been candidates for DCA within-perimeter service, including Jackson, Mississippi; Savannah, Georgia; and Lexington, Kentucky.  Furthermore, Sarasota/Bradenton is growing faster than each of these markets.


Today, Sarasota/Bradenton passengers seeking local airport service are forced to journey to larger airports at Tampa or Fort Myers for travel to all but a handful of non-hub destinations beyond Florida.  Despite the limited service options at Sarasota/Bradenton, the community has supported its local air service.  Indeed, in each of the 13 months preceding February 1, 2006, passenger traffic at Sarasota/Bradenton grew by at least 6.5% year-over-year, with more than 10% growth in all but one month, and more than 20% growth in six of those months.

Given this clear need for SRQ service, the US Airways proposal plainly meets the four relevant statutory criteria for within perimeter slots – i.e., promoting air transportation:

(1) to communities without existing nonstop air transportation to Reagan National;

(2) to small communities;

(3) that will provide competitive nonstop air transportation on a monopoly nonstop route to Reagan National; or

(4) that will produce the maximum competitive benefits, including low fares.

These criteria must be applied without regard to the current slot holdings of the applicant.  See 49 U.S.C. § 41718(b), as amended by Vision 100.

With reference to each criterion: First, there is currently no nonstop air 

service between Reagan National and Sarasota/Bradenton, and there never has 

been. Indeed, there is only a single nonstop daily flight between the entire 

Washington region and Sarasota/Bradenton -- from Baltimore.  Meanwhile, the Washington region represents the fourth largest market for Sarasota/Bradenton travelers, with nearly 80,000 passengers each year, and only a single nonstop flight.

 Second, Sarasota/Bradenton qualifies as a small hub.  Third, the US Airways proposal would provide choice and competition now entirely lacking in the Washington-Sarasota/Bradenton marketplace, eliminating AirTran’s current monopoly on nonstop service from the Washington region.  

Significantly, the proposed US Airways service would also enhance competitive choice for Sarasota/Bradenton passengers by improving connecting service options between Sarasota/Bradenton and New York, Boston, Philadelphia, Pittsburgh, and other destinations US Airways serves from Reagan National.  Finally, as stated earlier, US Airways will offer competitive fares between Reagan National and SRQ, consistent with the new US Airways’ overall customer friendly pricing philosophy. 

 V. THE DEPARTMENT SHOULD TAKE PARTICULAR CARE TO EVALUATE THE SUSTAINABILITY OF EACH APPLICANT’S SERVICE PROPOSAL, TO ENSURE THAT SLOT EXEMPTIONS ARE AWARDED ONLY FOR REALISTIC AND SUSTAINABLE SERVICE PROPOSALS, LIKE THAT OF US AIRWAYS.


 In recent years, too many carriers have been forced to relinquish their awards of within-perimeter slots, or have had them withdrawn because the services they proposed in order to obtain the slots were overly optimistic and not sustainable.
  While the carriers crafted applications that met the statutory requirements of AIR-21 and Vision 100, their applications were disconnected from the daily realities of the airline industry.  Low fares do not make a service 

successful if airline management selects the wrong market or uses aircraft not properly sized for the market. See Letter of Spirit Airlines, October 7, 2005, Docket OST-2000-7182 (terminating its scheduled air service between Reagan National and Myrtle Beach, South Carolina using MD-80 aircraft due to unsustainable losses); Letter of Midwest Airlines, May 14, 2004, Docket OST-2000-7182 (terminating its scheduled air service between Reagan National and Des Moines, Iowa using DC-9 and/or MD-80 aircraft due to “substantial and growing financial loss.”).


As slots at Washington Reagan are valuable assets whose distribution and re-award can often consume significant Departmental resources over many months, the Department's focus in selecting awardees must be on sustainable service proposals that can be successfully operated on a year-round basis.  This is particularly the case with small and non-hub markets where the Department should look behind mere promises of low fares, big airplanes, or added service to markets already having nonstop Reagan National service, to assess whether the service proposal is truly sustainable.  In a highly volatile industry with carriers rapidly entering and leaving markets, fuel prices fluctuating daily, and passengers having complete pricing information via the internet, DOT should disfavor service proposals detached from the reality of the marketplace.


US Airways’ proposal avoids these pitfalls and is designed to be sustainable and competitive by matching capacity and demand on a year-round basis.
Thus, in this seasonal market, US Airways proposes to right-size the aircraft depending on day of week and season, rather than operating a static aircraft size on a year-round basis.  During Winter Season weekends, US Airways plans to fly large capacity aircraft --120 seat Airbus A-319 aircraft – with daily nonstop service using an Embraer E-190 aircraft during the rest of the week.  In the summer, when demand slackens seasonally, US Airways will align its capacity with market demand by offering 99-seat E-190 aircraft on the weekends and 72-seat E-170 aircraft during the week. This ability to right-size capacity to seasonal market demand will enable US Airways to minimize the risk of operating an unprofitable, and therefore unsustainable service.


The importance of tailoring capacity to the demand characteristics of a particular market was underscored just this month by the Department’s Order 2006-3-9 to allow Spirit Airlines the flexibility to operate a pair of its lottery slots between DCA and either Ft. Lauderdale or Detroit.  Spirit had asked to switch its Washington-Fort Lauderdale service because of the lower summer demand, and the Department acceded, on the view that this would permit Spirit, “to operate … more efficiently and more closely match its services with the dynamic demand patterns the industry is currently experiencing.”  Order 2006-3-9 at 4. US Airways has the fleet flexibility to tailor capacity to seasonal market demand without switching markets seasonally. See also Order 2004-8-16 (citing AirTran’s business decision to phase out its “Jet Connect” brand regional jet service is partially the cause of AirTran’s inability to sustain the use of its slot exemptions, despite having the flexibility to operate them to any of three Florida airports.)  

For all of the reasons described above -- the lack of nonstop air service between DCA and Sarasota/Bradenton, US Airways’ customer friendly pricing, and US Airways’ ability to properly match aircraft with market demand to ensure service sustainability -- the Department should immediately award US Airways the two available within-perimeter slot exemptions.  

WHEREFORE US Airways, Inc. respectfully requests that the Department grant its Application for an Exemption pursuant to 49 U.S.C. § 41718(b), for two within-perimeter slots to be operated between Washington, D.C. Reagan National Airport and Sarasota/Bradenton International Airport, as discussed herein.


Respectfully submitted, 


/s/ Howard Kass 
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Benjamin T. Slocum
� Aircraft will either be operated by US Airways or one of its US Airways Express partners.


� US Airways intends to use E-190 aircraft (25 currently on firm order) on weekdays once their delivery begins late this year, and until then will use E-170 aircraft to start the service.


� Population data available at July 1, 2004 Annual Estimate of the Population of Metropolitan Statistical Areas (“Census Annual Estimate”) available at http://www.census.gov/population/www/estimates/metropop/table01.xls


� See http://quickfacts.census.gov/qfd/states/12/12115.html and http://quickfacts.census.gov/qfd/states/12/12081.html.


� According to the Census Annual Estimate, from 2000 to 2004 Sarasota grew 10.5%.  During this same time period, Savannah only grew 6%, while Jackson and Lexington grew the least at 4%


� Indeed, the slots to be awarded in this proceeding were returned to the Department twice in just the past two years.


� Such cases of "over-promising" are clearly to be distinguished from situations in which slots become unusable as a result of the effective de-commissioning of an entire hub, as occurred with America West's dismantling of its Columbus, Ohio hub in 2003.
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