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	Order 2006-6-29

	Served: June 23, 2006





         UNITED STATES OF AMERICA

   DEPARTMENT OF TRANSPORTATION

           OFFICE OF THE SECRETARY

                  WASHINGTON, D.C.

Issued by the Department of Transportation

	on the 23rd day of June, 2006


	






	






	Essential Air Service at

CHISANA, ALASKA
Under 49 U.S.C. 41731 et seq.
	    DOCKET OST-1998-4574


ORDER SELECTING CARRIER
Summary


By this order, we are selecting 40-Mile Air Ltd. to provide essential air service (EAS) at Chisana, Alaska, at a total annual subsidy of $75,743.  40-Mile Air will provide two nonstop round trips to Tok each week using Cessna 185, 206, or 207 aircraft. 

Background
On February 7, 2006, 40-Mile Air filed a 90-day notice with the Department of its intent to terminate its unsubsidized service at Chisana, Alaska.  On April 14, 2006, the Department issued Order 2006-4-13, (a) prohibiting 40-Mile Air from terminating its scheduled, unsubsidized service at Chisana, Alaska, at the end of its 90-day notice period, and (b) requesting proposals from carriers interested in providing EAS at the community, with or without subsidy.


Proposals

The Department received a total of six service options from two carriers, 40-Mile Air, and Ellis Air Taxi, in response to its solicitation.  40-Mile Air submitted a proposal with two options; Ellis Air Taxi submitted a proposal with four options.  These proposals are summarized below and may be accessed online through the Department’s Dockets Management System at:  http://dms.dot.gov/ by doing a “simple search” on docket number 4574.

40-Mile Air’s Option 1 proposes two nonstop round trips to Tok each week at an annual subsidy of $75,743.  Option 2 proposes three nonstop round trips to Tok each week for $114,471 annually.

Ellis Air Taxi, Inc. proposes four options.  All of the options would be provided with four-seat Cessna 206 aircraft during the summer and three-seat, wheel/ski-equipped aircraft in the winter.  Option 1 is service once a week to Gulkana at an annual subsidy of $73,821.    Option 2 is service twice a week to Gulkana for $122,563 annually.  Option 3 is service once a week to Gulkana from October to March and twice a week from April to September for $97,247 annually.  (We contacted the carrier for clarification and there should be no mention of Tok in the heading for Option 3.)  Option 4 is service once a week to Gulkana from October to March and twice weekly air service in summer months (April to September) on a Gulkana – Tok – Chisana – Tok – Gulkana routing for $148,485 annually.
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Community Comments
By a letter dated May 24, 2006, we solicited the views of the Chisana community through Judy Chapman, Aviation Planner, Alaska Department of Transportation & Public Facilities Northern Region Headquarters.  Among other things, she said “we think the most reasonable solution is 40-Mile Air’s least expensive option, which still provides ample service at twice weekly.”   One resident supports the status quo service of two nonstop round trips per week to Tok.  Another resident, the owner of a bed & breakfast, supports Ellis Air’s first option (once weekly service to Gulkana), followed by Ellis Air’s third option (once weekly service from Gulkana from October to March, and twice weekly service from April to September.)











Decision on Carrier Selection
After a thorough review of the carriers’ proposals and the community’s comments, we have decided to select 40-Mile Air, Ltd. to provide two round trips to Tok each week, prospectively for two years from July 1, 2006, through June 30, 2008, at an annual subsidy of $75,743.  This is the level of the service the community has received for several years.  We find that both that service and subsidy levels are reasonable.
In addition, 40-Mile Air is eligible to receive compensation beginning on the 91st day after it filed notice to suspend service, May 8 in this case.  We will set the same rate of $75,743 annually, which was submitted in a competitive environment, retroactive for the period from May 8 through June 30, 2006.
















We shall make this selection at Chisana contingent upon the Department’s receiving properly executed certifications from 40-Mile Air, 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 40-Mile Air fit by Order 2006-4-11, April 12, 2006, in connection with its essential air service award at Healy Lake, Alaska.  40-Mile Air, like all air carriers, remains subject to the Department’s continuing fitness monitoring.  No information has come to our attention that would lead us to question each carrier’s ability to operate in a reliable manner.  The Federal Aviation Administration states that it knows of no reason to question 40-Mile Air’s fitness.  We therefore conclude that the carrier remains fit to conduct the operations proposed here.





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

ACCORDINGLY,

1. The Department selects 40-Mile Air, Ltd., to provide essential air service at Chisana, Alaska, as described in Appendix B, for the period from July 1, 2006, through June 30, 2008; 

2. The Department sets the final rate of compensation for 40-Mile Air, Ltd.,  for the provision of essential air service at Chisana, Alaska, as described in Appendix B, for the period from May 8, 2006, through June 30, 2008, payable as follows: for each month during which essential air service is provided, the amount of compensation shall by subject to the weekly ceiling set forth in Appendix C, and shall be determined by multiplying the subsidy-eligible arrivals and departures completed during the month by $364.15;


3. We direct 40-Mile Air, 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;

4.  We find that 40-Mile Air, Ltd., continues to be fit, willing, and able to operate as a certificated air carrier and capable of providing reliable essential air service at Chisana, Alaska; 
5. This Docket will remain open until further order of the Department; and

6
. Docket Operations will serve copies of this order on the parties listed in Appendix D.
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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[image: image10.png]Proposal Number One to Provide Essential Air Service
at Chisana, Alaska
Docket OST 1998-4574

2/28/06
Route TKJ - CZN - TKJ

Frequency 2 Round Trips per Week
Aircraft Type Cessna 185(3 seats), 206 or 207(4 seats)

Annual Block Hours 1 1907

Revenue Distance  Rate Amt/bs.  Revenue
Passenger $10500 65  $ 6825.00
Cargo $ 30 2000 $ 600.00
Space Available Cargo $ 15 16000  $ 2,400.00
Mail $ 785914000  $11,002.60
Total Operating Revenue $20,827.60
Direct Operating Expense Unit cost Expense
Pilot & Copilot $91.00 per BH $17,353.70
Fuel & Oil $85.00 per BH $16,209.50
Maintenance $75.00 per BH $14,302.50
Depreciation $22.85 per BH $ 4,357,495
Insurance $66.26 per BH $12,635.782
Agent Fee $20.00 per CZN dept. $_2,080.00
Total Direct Operating Expenses $66,938.977
Indirect Operating Expenses $25,032.59
Total Operating Expenses $91,071.57
Operating Loss $§71,143.97
Profit Element @ 5% of Total Operating Expense $ 4,598.58
Subsidy Need @100% §75,742.55

1 Block hours = (TKJ — CZN - TKJ,1.83 hours) x 2 flights/week x 52 = 190.7 hours







40-Mile Air, Ltd.
Essential Air Service To Be Provided at Chisana, Alaska
	Effective Period:
	July 1, 2006 through June 30, 2008

	Scheduled Service: 
	Two nonstop round trips each week to Tok.

	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.

	Aircraft type:  
	Cessna 185 (3 seats) or Cessna 206/207 (4 seats).

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

	Annual compensation:  
	$75,743.
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 Flight: 
	$364.15
 

	Weekly Compensation Ceiling:
	$1,456.60
   


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.



	
	

	
	

	
	

	
	

	
	

	
	


	
	

	
	








	
	

	
	

	
	

	
	

	
	

	
	


	
	

	
	








	
	

	
	

	
	

	
	

	
	

	
	


	
	

	
	








	
	

	
	

	
	

	
	

	
	

	
	


	
	

	
	


SERVICE LIST

Mr. Roger Maggard

Statewide Aviation Development Manager

Statewide Aviation

Alaska Department of Transportation & Public Facilities

P.O. Box 196900

Anchorage, Alaska 99519

Ms. Judy Chapman

Airport Planner

Northern Region

Alaska Department of Transportation & Public Facilities

2301 Peger Road

Fairbanks, Alaska 99709

Mr. Leif Wilson

40-Mile Air, Ltd.

P.O. Box 539

Mile 1313 Alaskan Highway

Tok, Alaska 99780

Mr. Lynn Ellis

Ellis Air Taxi

P.O. Box 106

Glennallen, Alaska 99588




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


�  See Appendix C, pages 1 and 22, for calculations.


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


�  See Appendix C, page 32, for calculations.


� Click on “Simple Search” and enter “4574” in the space provided for the docket number.


� Annual subsidy of $75,743$2,296,462 divided by divided by 208 estimated ann 2995 annual departures from Appendix as shown in Appendix B., page 1.


� Rate per departure of $364.15 multiplied by 4 scheduled weekly departures18 flights per week multiplied by $766.77 per flight.


� $2,296,462 divided by 2995 annual departures as shown in Appendix B, page 1.


� 2412 flights per week multiplied by $766.77 per flight.


� $897,142 divided by 1831 annual departures as shown in Appendix B, page 2.


� 3618 flights per week multiplied by $489.97 per flight.


� $976,026 divided by 1831 annual departures as shown in Appendix B, page 3.


� 3618 flights per week multiplied by $533.06 per flight.


� $520,137 divided by 1831 annual departures as shown in Appendix B, page 4.


� 3618 flights per week multiplied by $284.07 per flight.
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