	
	

	
	


- 2 -

	Order 2006-5-24

	Served:  June 1, 2006





         UNITED STATES OF AMERICA

   DEPARTMENT OF TRANSPORTATION

           OFFICE OF THE SECRETARY

                  WASHINGTON, D.C.

Issued by the Department of Transportation

	                on the 1st day of June, 2006


	Essential Air Service at

ALAMOGORDO/HOLLOMAN AIR FORCE BASE, NEW MEXICO
Under 49 U.S.C. 41731 et seq.
	Docket OST-1996-1901



ORDER TENTATIVELY SELECTING CARRIER
Summary

By this order, we are tentatively selecting Mesa Air Group, Inc. d/b/a Air Midwest to provide essential air service (EAS) with 19-passenger Beech 1900D aircraft at Alamogordo, New Mexico, for two years, beginning when the carrier inaugurates service.  The annual subsidy rate will be set at $717,506. 

Background
By Order 2005-10-16, October 21, 2005, the Department selected Valley Air Express, Inc. to provide subsidized essential air service at Alamogordo to Albuquerque, with nine-passenger Piper Navajo aircraft at an annual subsidy rate of $592,170.  That service was to consist of a minimum of 14 weekly nonstop round trips to Albuquerque.  Valley Air Express Inc. never inaugurated that service and its operations were suspended by the Federal Aviation Administration, effective March 17, 2006.  Subsequently, the Department issued Order 2006-3-26, March 27, 2006, requesting proposals for service on an emergency basis.

After Order 2006-3-26 was issued, we received a letter from Regional Aviation Partners requesting that the mileage calculation between Alamogordo, Holloman Air Force Base, and Albuquerque be re-examined.  They disagreed with the Department on the calculation that placed the communities less than 210 miles from Albuquerque International Sunport, therefore subjecting it to the $200 per passenger cap.  The Department is prohibited from paying subsidy for essential air service at any community in the 48 contiguous states where such subsidy amounts to more than $200 per passenger, unless that community is located more than 210 miles from the nearest large- or medium-hub airport.
  However, after consultation with the Federal Highway Administration, the new mileage calculation was determined to be 211.05 miles
, exempting Alamogordo from the $200 per passenger cap.

Proposals

The Department received a total of six service options in response to its solicitation.  Mesa Air Group, Inc. d/b/a Air Midwest submitted a proposal with three options.  NorthEast Planes Aviation d/b/a Colorado Airways submitted one proposal, and Island Express Airlines submitted a proposal with two options.  Neither Colorado Airways nor Island Express Airlines currently have operating authority from the Department to provide scheduled service.  Regarding Air Midwest’s proposal, the Alamogordo airport is not currently up to the Federal Aviation Administration’s Part 139 standards, required for ten-seat or larger aircraft.  Thus, Air Midwest cannot serve the community without the airport first coming into compliance with all of the Part 139 regulations.  These proposals are summarized below.  In addition, each carrier’s proposal may be accessed online through the Department’s Dockets Management System at:  http://dms.dot.gov/ by doing a “simple search” on docket number 1901.

Mesa Air Group, Inc. d/b/a Air Midwest
Air Midwest has proposed three options, two of which are based on the assumption that the Department would determine that Alamogordo is greater than 210 miles from Albuquerque and, thus, that the $200 cap does not apply in this case.  Option 1 proposed two round trips (routed with Roswell, New Mexico) to Albuquerque utilizing 19-passenger Beech 1900D aircraft for an annual subsidy of $591,506. Air Midwest also stated that it would withdraw Option 1 if the Department determined that Alamogordo is greater than 210 miles from Albuquerque International Sunport, i.e., that it is not subject to the $200 cap.  Option 2 proposes the same service as Option 1, but with a subsidy of $717,506.  The difference between Options 1 and 2 is that Option 2 includes some costs that the airport will incur and pass on to the carrier to become compliant with Part 139 standards of the Federal Aviation Administration.   Option 3 proposes two nonstop round trips to Albuquerque per day at a subsidy of $943,010.
On May 1, 2006, Air Midwest submitted a letter stating that it was withdrawing its Options 1 and 2, as we discuss later.
NorthEast Planes Aviation d/b/a Colorado Airways
NorthEast Planes Aviation d/b/a Colorado Airways proposes two daily nonstop round trips to Albuquerque using 9-passenger Beechcraft King Air 200 aircraft at annual subsidy of $592,000.

Island Express Airlines, LLC

Island Express Airlines, LLC, submitted a proposal with two options.  The first option is two daily nonstop round trips (14 round trips each week) to Albuquerque with Cessna 402 aircraft at a subsidy of $592,398 per year.  The second option is two nonstop round trips to El Paso with Cessna 402 aircraft at an annual subsidy of $546,822.

Community Comments
We received comments from the Mayor of the City of Alamogordo.  By unanimous vote, the Alamogordo City Commission recommended Air Midwest’s Option 3, which provides all nonstop service to Albuquerque.
Decision on Carrier Selection
After a thorough review of the carriers’ proposals and the communities’ comments, we have decided to select Air Midwest’s Option 2.  The carrier’s proposed service and subsidy levels are reasonable, and the carrier’s service at its other subsidized EAS communities continues to be satisfactory.

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, the Transportation, Treasury, Housing and Urban Development, the Judiciary, the District of Columbia, and Independent Agencies Appropriations Act, 2006, Public Law 109-115, provides that when selecting a carrier to provide EAS, the Department may consider the relative subsidy requirements, codifying a factor that we have considered since the inception of the program.
Although the community supports Air Midwest’s option 3, two nonstop round trips to Albuquerque at $943,010, we find that the community will be adequately served by Air Midwest’s option 2 with two round trip flights served in conjunction with Roswell.  Alamogordo has not had scheduled air service for more than a year and, when it did, enplanements were very low at 4.7 passengers per day when the last service ended in 2004.  We will monitor enplanements to see if any service pattern changes are warranted.  Moreover, Alamogordo has not generated more than eight enplanements a day since 1987.  Thus, there is no need from a capacity standpoint to subsidize nonstop, turnaround service.  Option 2, which also serves Roswell on the same flights, will provide ample capacity, two of the four flights a day will be nonstop, and it requires significantly less subsidy than Option 3.
In submitting its proposals, Air Midwest did so under two scenarios: Option 1 if the $200 cap would apply and Options 2 and 3 if the cap did not apply.  On May 1, 2006, the Department received a letter from Air Midwest notifying that it was removing Option 1 because that option “did not have any cost associated with extra impact fees that Alamogordo could levy on Mesa for their Part 139 certification.”  It also stated that it was removing Option 2 because Roswell has applied for a Small Community Air Service Development Grant for Regional Jet service to both Dallas and Houston.  Roswell is currently an unsubsidized route served by Air Midwest and the carrier is justifiably concerned that if Roswell did receive jet service, “it would be unable to continue flying Roswell to Albuquerque at its current schedule and frequency, greatly impacting Alamogordo’s ability to continue to have service” should Option 2 be chosen. 
At this point, it is not known whether Roswell will be awarded its grant under the Small Community Air Service Development Program to attract jet service to the east, nor how long it would take to get that service in place if it did get the award.  We fully understand Air Midwest’s concern if that were to happen.  For now, however, that jet service is not in place.  Should Roswell’s future service impact the ability of Air Midwest to serve Alamogordo in conjunction with Roswell, the Department would re-examine the situation and details at such time.

Because we are selecting an option that Air Midwest withdrew, we will make our selection tentative, and give Air Midwest 10 days to object to our tentative decision.  We direct Air Midwest to notify the Department within 10 days of the service date of this order if it does not wish to serve Alamogordo under option 2.  If Air Midwest does not wish to serve Alamogordo under this option, the Department will select either NorthEast Planes Aviation, d/b/a Colorado Airways or Island Express Airlines after further consultation with the community.
We shall make Air Midwest’s selection at Alamogordo contingent upon the Department’s receiving properly executed certifications from Mesa Air Group Inc., d/b/a Air Midwest, that it is in compliance with the Department’s regulations regarding drug-free workplaces and nondiscrimination, as well as the regulations governing lobbying activities.

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 Air Midwest fit by Order 2006-3-21,  March 22, 2006, in connection with its last essential air service award at Vernal and Moab, Utah.  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 Federal Aviation Administration 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 Air Midwest is fit.  Based on the above, we find that Air Midwest 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 tentatively selects Mesa Air Group, Inc. d/b/a Air Midwest, as described in Appendix B, page 1, for two years, beginning when the carrier inaugurates service;
2. The Department tentatively sets the final subsidy rates for Air Midwest for the provision of essential air service at Alamogordo, New Mexico, as described in Appendix B, 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 ceilings set forth in Appendix B, page 1, and shall be determined by multiplying the subsidy-eligible flights completed during the month
 to by $592.49
; 
3. We direct Air Midwest 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;

4. If Air Midwest objects to our tentative decision, the staff will contact the community to solicit their comments on the remaining two carriers’ proposals;
5. If we receive no objections from Air Midwest within 10 days of the service date of this order, all further procedural steps will be deemed waived, and this order shall become final on the 11th day following its date of service;
6. Docket OST-1996-1901 will remain open until further order of the Department; and

7. We will serve copies of this order on the Mayor and Airport Manager of the City of Alamogordo, New Mexico, Mesa Air Group Inc., NorthEast Planes Aviation, and Island Express Airlines, LLC.
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
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Mesa Air Group, Inc. d/b/a Air Midwest
Essential Air Service to Be Provided at Alamogordo/Holloman Air Force Base, New Mexico
	Effective Period:
	The date Air Midwest inaugurates service through the end of the 24th month thereafter.

	Scheduled Service: 
	12 round trips to Albuquerque each week

	Intermediate stops and upline service:  
	Service to Roswell is permitted provided that at least two of the four flights each day are nonstop.

	Aircraft type:  
	Raytheon/B-1900D (19 passenger seats).

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

	Annual compensation:  
	$717,506.
This rate assumes an annual completion factor of 97 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 Flight: 
	$592.49
 

	Weekly Compensation Ceiling:
	$14,219.76
   


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.

� Congress first established the $200 ceiling under P.L. 101-164 for fiscal year 1990, and reestablished it in fiscal years 1994-1999.  The ceiling was made permanent by P.L. 106-69, the Department of Transportation and Related Agencies Appropriations Act of 2000.


� The distance from Alamogordo to Albuquerque International Sunport is 206.47 miles.  The distance from Holloman Air Force Base is 215.63 miles.  Adding those two distances and dividing by two equals 211.05 miles.


� 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.


� $717,506 divided by 1211 annual departures = $592.49


� 24 flights per week multiplied by $592.49 per flight.
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