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FINAL ORDER AND ORDER TO SHOW-CAUSE

Summary

By final order, we award to Delta Air Lines, Inc. (Delta) certificate authority to provide combination services in the Atlanta-Shanghai market and allocate to Delta seven weekly combination frequencies for its proposed Atlanta-Shanghai services.  The rights become available to Delta immediately.

By this final order, we allocate to United Air Lines, Inc. (United) seven weekly combination frequencies for its proposed San Francisco-Guangzhou combination services.  The rights become available on March 25, 2008.

By the show-cause portion of this order, we tentatively decide to award US Airways, Inc. (US Airways) certificate authority to provide combination services in the Philadelphia-Beijing market and to allocate to US Airways seven weekly combination frequencies for its proposed Philadelphia-Beijing services.  We also tentatively decide to allocate the remaining 21 weekly combination frequencies as follows: seven weekly frequencies each to American Airlines, Inc. (American) for its proposed Chicago-Beijing services, Continental Airlines, Inc. (Continental) for its proposed New York/Newark-Shanghai services, and Northwest Airlines, Inc. (Northwest) for its proposed Detroit-Shanghai services.  These rights become available on March 25, 2009.

We also tentatively decide to modify, from one year to five years, the length of time a carrier must hold operating authority before it is permitted to sell or transfer U.S.-China routes and/or frequencies newly-awarded in this proceeding.  Our proposed condition would not apply in the case of a merger or acquisition by another carrier of all or a substantial part of the assets of the carrier holding the certificate or frequencies containing this condition.      

Background

On May 23, 2007, representatives of the United States and the People’s Republic of China (PRC) signed a memorandum of consultations reflecting ad referendum agreement on an amended U.S.-PRC aviation agreement (2007 protocol) that provides for significant increases in service opportunities for U.S. and PRC carriers for both combination and all-cargo services between the two countries.  The first opportunity for additional U.S. carrier service became available 

August 1, 2007.  All other opportunities become available March 25 of each succeeding year, through 2012.
  As discussed below, this proceeding was established to allocate the opportunities made available for U.S. combination carriers through 2009.
    

In previous U.S.-China allocation proceedings, we have taken steps to address shortfalls in the U.S.-China air services market to enhance competition and to satisfy service needs in order to maximize public benefits.  Under the protocol signed July 24, 2004 (2004 protocol), the United States could award additional U.S.-China frequencies in 2004 and then designate additional carriers (with corresponding frequencies) to serve the U.S.-China market in 2005 and 2006.  At the time of the 2004 protocol, Northwest and United were the only U.S. carriers entitled to provide combination service in the U.S.-China market, and they each received half of the 2004 frequencies.
  When we selected Continental to introduce Newark-Beijing service in 2005, we did so to address the most significant service deficiency in the U.S.-China market at that time, the lack of U.S. carrier nonstop service to China from New York, which represented the largest U.S.-China origin and destination (O&D) market in that proceeding.  Then, for 2006, our selection of American’s Chicago-Shanghai service addressed a competitive deficiency in the U.S.-China market by enhancing both inter-gateway competition, and intra-gateway competition with United’s Chicago-Shanghai service.
  For 2007, we selected United to introduce Washington, D.C.-Beijing service to address the inadequacy of U.S.-China air services from the Washington, D.C. metropolitan area, which represented the largest unserved O&D market in that proceeding.

As a result of the awards described above and pre-existing authority, U.S. combination carriers hold frequencies to operate weekly roundtrip flights in the U.S.–China market, as follows:  American – 7; Continental – 7; Northwest – 21; and United – 35.

Although the 2007 protocol represents a significant further liberalization of our bilateral air services relationship with China, the agreement still contains a number of restrictions, including limits on designations and frequencies that constrain entry and competition in the market.  Therefore, it is important to allocate these valuable but limited resources in a manner that best serves the public interest, while continuing to work towards greater liberalization of the U.S.-China market, as U.S. and Chinese authorities have agreed to do.  (See Article 5 of the 2007 protocol.).

The U.S.-China Combination Services Market

Four U.S. carriers (American, Continental, Northwest, and United) currently operate roundtrip combination services between the United States and China.  American operates seven weekly nonstop flights between Chicago and Shanghai.  Continental provides seven weekly nonstop flights between Newark and Beijing.  Northwest operates 21 weekly flights on a one-stop basis from Detroit via its Tokyo connecting hub, providing daily service to Beijing, Shanghai, and Guangzhou.  United operates 35 weekly nonstop flights, providing daily service in the Chicago-Beijing, Chicago-Shanghai, San Francisco-Beijing, San Francisco-Shanghai, and Washington, D.C.-Beijing markets.

In addition to the direct carrier service provided by the four U.S. carriers identified above, American, Delta, and United also provide service in the U.S.-China market by putting their codes on flights operated by their respective Chinese airline code-share partners.  American puts its code on flights operated by China Eastern Airlines Corporation Limited (China Eastern) between Beijing/Shanghai and Los Angeles.  Delta puts its code on flights operated by China Southern Company Limited (China Southern) between Guangzhou and Los Angeles.  United puts its code on flights operated by Air China Limited (Air China) between Beijing and San Francisco, Los Angeles, and New York.  In addition to putting their codes on the Chinese carriers’ transpacific flights, these carriers also market services with their Chinese partners to points within China.  Similarly, Chinese carriers place their codes on flights operated by their U.S. carrier partners.  China Eastern puts its code on American’s transpacific flights and Air China puts its code on United’s transpacific flights.  In addition, Shanghai Airlines Co., Ltd (Shanghai Airlines) puts its code on United’s flights between Shanghai and Chicago and San Francisco.  Air China, China Eastern, China Southern, and Shanghai Airlines also market services to points within the United States by putting their codes on their respective U.S. code-share partners’ flights.
    

Three Chinese carriers serve the U.S.-China market, operating a combined total of 39 weekly combination flights.  Air China operates daily service to Beijing from New York, Los Angeles, and San Francisco.  China Eastern operates a daily Beijing-Shanghai-Los Angeles service, two flights per week between Shanghai and Saipan, and four weekly Shanghai-New York (John F. Kennedy International Airport (JFK)) flights.  China Southern operates five flights per week between Guangzhou and Los Angeles.

2007/2008/2009 U.S.-China Air Services and Combination Frequency Allocation Proceeding
The 2007 protocol authorizes the United States, effective August 1, 2007, to designate one additional carrier for combination or all-cargo service and allocate an additional seven weekly combination frequencies that are available to serve points in China Zone 1 or China Zone 2.
  The 2007 protocol also provides that, effective March 25, 2008, the United States may allocate seven weekly combination frequencies for nonstop service between the United States and Guangzhou.
  The agreement also provides that, effective March 25, 2009, the United States may designate one additional airline for combination service and may allocate 28 weekly combination frequencies for service to points in China Zone 1 or China Zone 2.
  Additional frequencies are also authorized by the agreement for 2010, 2011, and 2012, and will be awarded in future proceedings.

By Order 2007-6-15, dated June 21, 2007, the Department instituted the 2007/2008/2009 U.S.-China Air Services and Combination Frequency Allocation Proceeding, and invited all U.S. carriers interested in providing scheduled service between the United States and China to submit applications for certificate authority as well as for frequencies to perform scheduled services.
  The Order also set forth a procedural schedule and evidentiary requirements for the establishment of a record for the Department to make a decision in the case.  Under the procedural schedule established by the Department, new applications were due July 16, 2007, answers were due July 26, 2007, and replies were due August 2, 2007.

The instituting order included several rebuttable presumptions.  First, we indicated a strong preference to use the August 1, 2007 award for combination rather than all-cargo services.  We  stated a preference for the introduction of new entrant combination carriers in 2007 and 2009.  We presumed that we would allocate each new entrant seven frequencies to operate daily service.  Evergreen International Airlines, Inc. challenged the first presumption on the basis that it unfairly treats all-cargo carriers that may have more immediate ambitions to enter the China market.  In our order on reconsideration, we found no persuasive basis for following a different approach.  No carrier applied for all-cargo authority, and therefore the case focuses exclusively on combination services.
  In addition, there were no persuasive arguments against the allocation of seven frequencies to the new entrant combination carriers in 2007 and 2009, if we were to select new entrants for those opportunities.

As no applications were filed for allocation of frequencies for service to points in China Zone 2, this proceeding will address the 2007 and 2009 combination service designation opportunities and allocation of the combination frequencies available in 2007/2008/2009 for U.S. carriers to serve points in China Zone 1.

In instituting the proceeding, we said that in awarding the rights available, our principal objective will be to maximize the public benefits that will result from the various awards of authority in this case.
  In this regard, we will consider which applicants will be most likely to offer and maintain the best service for the traveling and/or shipping public.  We will consider the effects of the applicants’ service proposals on the overall market structure and level of competition in the U.S.-China market, and any other market shown to be relevant, in order to promote an air transportation environment that will sustain the greatest public benefits.  In addition, we will consider other factors historically used for carrier selection where relevant.  
Summary of Applications and Responsive Pleadings

Two carriers filed applications for the opportunities available in 2007.  Delta filed an application to serve China as a new entrant carrier and requested seven weekly frequencies for its proposed daily nonstop service between Atlanta and Shanghai with B-777 aircraft.  Northwest requested an additional seven frequencies for its proposed services.  Northwest proposes to operate daily nonstop service between Detroit and Shanghai with B-747 aircraft.
  

One carrier, United, filed an application for the opportunity available effective March 25, 2008.  United requests seven weekly frequencies to operate nonstop service between San Francisco and Guangzhou with B-777 aircraft.

Seven carriers applied for the opportunities available effective March 25, 2009.   Three carriers (Delta, if not awarded the 2007 designation, MAXjet Airlines, Inc. (MAXjet), and US Airways) filed applications for authority to serve China as a new entrant carrier in 2009.  Delta requests 14 frequencies for its proposed services.
  MAXjet and US Airways each request seven frequencies for their proposed services.  Delta proposes to operate daily nonstop service between Atlanta and Shanghai and Atlanta and Beijing with B-777 aircraft.  MAXjet proposes to operate daily nonstop service between Seattle and Shanghai with B-767 aircraft.  US Airways proposes to operate daily nonstop service between Philadelphia and Beijing with A-340 aircraft.  Four incumbents (American, Continental, Northwest, and United) filed applications for the available combination frequencies to expand their services in the U.S.-China market.  American, Continental, and United each request seven frequencies for their proposed services, and Northwest requests 14 frequencies for its proposed services.
  American proposes to operate daily nonstop service between Chicago and Beijing with B-777 aircraft.  Continental proposes to operate daily nonstop service between New York/Newark and Shanghai with B-777 aircraft.  Northwest proposes to operate daily nonstop service between Detroit and Shanghai and Detroit and Beijing with B-787 aircraft.  United proposes to operate daily nonstop service between Los Angeles and Shanghai with B-747 aircraft.

A number of civic parties filed formal pleadings in support of the various applicant carriers as follows: the City of Chicago filed in support of American; the Port Authority of New York and New Jersey and the New Jersey Partners filed in support of Continental; the Metro Atlanta Chamber of Commerce and Civic Parties of Georgia and the Southeast Region filed in support of Delta; the Port of Seattle filed in support of MAXjet; the Detroit Metropolitan Airport/Wayne County Airport Authority and the Memphis Parties filed in support of Northwest; the City and County of San Francisco and the Los Angeles World Airports filed in support of United; and the City of Philadelphia filed in support of US Airways.

All of the carrier applicants and the majority of the civic parties filed answers and replies under the schedule established by the Department.

2007 and 2008 Opportunities - Final Order

Position of the Airline Parties

Delta states that as the only new entrant applicant for the 2007 opportunities, its 
Atlanta-Shanghai proposal would offer extraordinary inter-carrier and inter-gateway competitive benefits and also further optimize competition in the overall U.S.-China market.  It asserts that Atlanta would provide travelers with a new gateway to China from the underserved southeastern region of the United States, as well as the only nonstop service to Shanghai from the east coast.  Delta points out the strength of Atlanta as the world’s largest hub airport, maintaining that it would provide nonstop-to-nonstop connecting service to/from a large number of points behind Atlanta.  Delta states that it has developed its Atlanta hub into a proven transpacific gateway, noting its success with nonstop routes in the Japan and Korea markets.  Delta contends that its relationship with its Chinese code-share partner China Southern will enable it to offer services beyond Shanghai to 15 interior Chinese points.

With regard to the competing frequency application of Northwest, Delta asserts that its own proposal provides vastly superior public interest benefits to those of Northwest, even without the Department’s rebuttable presumption in favor of awarding the 2007 frequencies to a new entrant carrier.  Delta states that the Department should not reward Northwest for its longstanding decision to “misuse” its China frequencies by providing only one-stop service over Tokyo.
  Delta states that its proposal would bring the first nonstop service to the southeastern United States, whereas Northwest’s Detroit-Shanghai service would be the sixth U.S.-China service from the Great Lakes region.
  Delta discounts Northwest’s contention that the proposed earlier start-up date of Northwest’s service should be a compelling factor warranting award of the 2007 frequencies, arguing that a few months of additional Northwest service -- service that Northwest could already provide -- does not outweigh the permanent competitive benefits that Delta’s service would provide.  Furthermore, Delta states that it will comply with any start-up condition imposed upon it by the Department.
  

Northwest maintains that it requires the award of additional frequencies in order to institute its proposed nonstop Detroit-Shanghai service, while also effectively competing with United and its Star alliance partners for west coast traffic in the U.S.-China market.
  Northwest states that Detroit is the largest new gateway proposed in this proceeding in terms of O&D traffic to China and notes that its ideal geographic location along the Great Circle route to China provides unmatched network coverage for the entire eastern United States.  Northwest also reiterates its need for its Narita hub operation, and maintains that there is no basis for discrimination against Northwest simply because its U.S.-China passengers change planes in Tokyo rather than a U.S. point.  Northwest argues that its proposed start-up date, 60 days from final award, will ensure that these valuable rights are not wasted as compared with Delta’s proposed March 30, 2008 start-up date.

Northwest asserts that the Atlanta O&D market is very small, with Detroit having twice the China O&D traffic of Atlanta.  Northwest states that while it expects to rely primarily on U.S. traffic for its service, Delta would rely heavily on sixth freedom Latin America traffic, just as it does on its Atlanta-Tokyo flights.
  Furthermore, Northwest notes that many of Delta’s connection cities behind Atlanta would require highly circuitous routings and argues that the primary catchment area of Detroit captures nearly five times more traffic.  Because of Atlanta’s smaller catchment area and geographical location, Northwest contends that Delta’s proposal would fail to challenge United’s service to China from the west coast.  Northwest also promotes the capacity advantage provided by its proposed B-747 service, resulting in nearly 30% more seats than Delta’s proposed B-777 service. 

United is the sole applicant for the nonstop U.S.-Guangzhou frequencies available beginning in 2008, and its application is uncontested.  United argues that China Southern is the only carrier offering nonstop service to Guangzhou from the United States, providing five weekly flights from Los Angeles.  Thus, United contends that its proposed San Francisco-Guangzhou service is necessary to supplement that existing service while also providing strong inter-gateway competition with China Southern.  United states that its proposal will particularly benefit the western United States, which accounts for two-thirds of U.S.-Guangzhou demand, as well as California, which alone represents 57% of the entire U.S.-Guangzhou market.  United contends that the San Francisco metropolitan area has more Guangzhou O&D traffic than any other metropolitan area currently lacking nonstop service to Guangzhou, and that the San Francisco-Guangzhou market is the second largest U.S.-Guangzhou O&D market overall.  United also notes that its extensive San Francisco hub operation will permit it to offer valuable online connections to a large number of cities in the western United States. 

Final Decision   

We have decided to award Delta certificate authority to provide combination services in the 

Atlanta-Shanghai market and to allocate to Delta the seven weekly combination frequencies that became available August 1, 2007, for its proposed nonstop combination Atlanta-Shanghai service.  These rights become available to Delta immediately.  We also have decided to allocate to United seven weekly combination frequencies, for its proposed nonstop combination San Francisco-Guangzhou service, effective March 25, 2008. 

With regard to the 2007 award, we said, in instituting this proceeding that “we presume that we would take advantage of the opportunity to introduce new entrant combination carriers in 2007 and 2009, rather than forgo either or both opportunities and simply award combination service frequencies to an incumbent.”
  We went on to say that “[g]iven that the U.S. Government negotiated for these valuable designation rights, it is our strong sense that the public interest favors that they be fully used to secure the benefits of expanded service options and enhanced competition that a new entrant would provide.”

We find that Delta, with its 2007 Atlanta-Shanghai proposal, meets the type of public interest objectives encompassed by the above presumption.  For example, it would provide the southeastern United States with its first nonstop China gateway.  We find that a new gateway in the southeastern United States would provide additional and improved options for travelers originating in the southeast who would benefit from the direct routing to China that an Atlanta gateway enables.  Delta would also be offering service to a major China gateway from its primary hub, thereby offering new service and competitive options to travelers at Atlanta and throughout the southeast region.  

Against this background, the issue becomes whether Northwest’s proposal for the 2007 frequencies is sufficient to overcome our stated presumption.  We have determined, that in the circumstances presented, it is not.

We acknowledge that Northwest’s proposal would offer certain recognizable benefits.  Notably, its proposed service would provide a nonstop service option for the considerable Detroit-Shanghai O&D market, while also providing convenient one-stop online connections to Shanghai from a substantial behind-gateway catchment area.

However, we have determined that the addition of Delta as a new entrant carrier would offer superior competitive benefits in this case when compared with additional service by the incumbent carrier, Northwest.  Northwest operates 21 weekly flights on a one-stop basis via its Tokyo connecting hub, providing daily service to Beijing, Shanghai, and Guangzhou.  As stated above, the establishment of a new gateway to China from Atlanta would provide travelers in the underserved southeast region with new and broader service options and a wider range of competitive choices when compared with Northwest, as well as introduce an entirely new network into the U.S.-China market.  For these reasons, Northwest has not rebutted our presumption that the service and market structure benefits of an award to a new entrant carrier would outweigh the potential benefits of an award to an incumbent carrier.  As we stated in our instituting order, the new entrant carrier would be awarded seven frequencies; therefore, we award to Delta seven frequencies for its proposed Atlanta-Shanghai services.
 

As regards United’s uncontested San Francisco-Guangzhou proposal for the 2008 frequencies, United will provide the first daily U.S.-Guangzhou nonstop service operated by a U.S. carrier.
  It will offer travelers in that market an additional service option and provide inter-gateway competition with China Southern’s existing service from Los Angeles.  We thus find its selection consistent with the public interest.

Economic Authority

Consistent with our standard practice, we will issue an experimental five-year certificate of public convenience and necessity for the award to Delta.
  Citing its need as a new entrant carrier to obtain necessary approvals for its operations from the Chinese Government and the requirement to obtain slots for its service, Delta states its preference to commence service on or about March 30, 2008.
  We have taken Delta’s start-up request into consideration, and will require that Delta commence services no later than March 30, 2008.
 

As to United’s authority, we note that United currently holds certificate authority to provide San Francisco-Guangzhou combination services on Route 246, granted by Order 98-4-3 in Docket OST-97-3020.
  In response to the interrogatories, United states that it is prepared to begin service on the date on which the frequencies become available (March 25, 2008).  Therefore, we will require that United begin service no later than that date.
  

In addition, consistent with our standard practice, we will make the frequencies allocated in this proceeding will be subject to our standard 90-day dormancy condition, wherein any frequencies not operated for a period of 90 days (once inaugurated) would be deemed dormant.  Under the dormancy condition, if any of the frequencies allocated are not used for a period of 90 days (once inaugurated), the allocation with respect to each such frequency would expire automatically and the frequency would revert to the Department for reallocation.
 
We note that we are tentatively proposing a modification to our policy regarding the transfer of routes and/or frequencies.  The proposed policy, if finalized, would apply to the awards here.  See subsection headed “Sale/Transfer of U.S.-China Routes,” below in this order, at 18-19.

2009 Opportunities - Order to Show Cause

Position of the Airline Parties

American maintains that its Chicago-Beijing proposal will create strong inter-gateway, intra-gateway, and network competition between the United States and Beijing.  American notes that it is the only applicant to offer both inter-gateway competition (Chicago versus all other gateways) and intra-gateway competition (American versus United at Chicago).  In response to United’s opposition to American’s proposal for the Chicago-Beijing market, which is also served by United, American cites to a prior decision where the Department found a similar award best served the public interest by promoting head-to-head competition against United, providing both inter-gateway and intra-gateway competition.
  American contends that the proposed Chicago-Beijing service would complement American’s existing service and would give consumers increased choices and competitive options between Chicago and Beijing.  American asserts that its Chicago-Beijing proposal will also enhance inter-alliance competition among oneworld, Star, and Skyteam.
  American states that the factors cited by the Department in selecting American in the 2005/2006 proceeding to operate Chicago-Shanghai service fully support an award to American for service in the Chicago-Beijing market.
  

American says that its Chicago hub will provide nonstop-to-nonstop connections to Beijing for 72 cities in 29 states and the District of Colombia.  American proposes to provide single flight number change-of-gauge service behind Chicago to Dallas/Ft. Worth, where American offers single-connection service to cities in Texas, Arkansas, Louisiana, and Mississippi.  American contends that its code-share relationship with China Eastern will enable it to serve 25 other Chinese cities beyond Beijing.  China Eastern also operates 18 daily flights between Beijing and Shanghai.

The competing applicants argue that Chicago is not a new gateway for U.S. carrier service to China since Chicago already has nonstop service to Beijing, and consequently no new nonstop benefits would be created by American’s proposal.  Delta questions American’s claim that it can go head-to-head against United in Chicago based on current Chicago-Shanghai operations, where United is reporting load factors that are 6 to 18 percentage points higher than American’s, even though United operates larger equipment between Chicago and Shanghai.  

Continental maintains that its proposed New York/Newark service will add a new U.S. airline network to the U.S.-Shanghai market and offer strong inter-gateway competition.  Continental points out that New York/Newark is the largest U.S.-Shanghai O&D market without daily nonstop service and that its proposal will introduce the first U.S.-flag non-stop New York/Newark-Shanghai service, the first daily nonstop New York/Newark-Shanghai service, and the first through-flight Cleveland-Shanghai service.  Continental claims that its proposed service will meet the needs of New York/Newark-Shanghai passengers who are forced to use connecting flights through crowded U.S. or Asian hubs on U.S. and foreign-flag airlines or inconsistent, less-than-daily, foreign flag service at New York (JFK).  Continental states that its proposed service will provide new connecting opportunities for passengers throughout the Continental network served through its Newark Liberty hub, and the carrier’s through-flight Cleveland-Shanghai service will offer an alternative to Ohio passengers.  Continental asserts that its ability to serve both Shanghai and Beijing is critical to Continental’s ability to compete effectively with incumbent U.S. and foreign airlines providing U.S.-China service. Continental suggests that Continental and American will both become more effective U.S.-China competitors when they are able to operate flights to both Beijing and Shanghai.

Continental states that although it does not currently offer code-share service, it plans to offer such service to other points in China through Beijing and Shanghai pursuant to its code-share agreement with China Southern, now pending before the Department.

The competing applicants note that Continental’s proposal fails to establish a new gateway for U.S. carrier service to China since New York already has nonstop Shanghai service provided by China Eastern at JFK, and daily service to Beijing by Continental at Newark and Air China at JFK.  Northwest states that the New York-China local market is well-served and Continental could not match the degree of new behind-gateway service benefits that Northwest would offer from Detroit.  

Delta states that it would be a new entrant in the U.S.-Beijing market and that Atlanta would be a new U.S. gateway for nonstop service to Beijing.
   Delta points out that its Atlanta-Beijing service would provide the only nonstop service to Beijing from the entire southeast United States.  Delta says that the Atlanta-Beijing flight will provide more than 160 U.S. points with one-stop service to Beijing, including 141 destinations in the eastern half of the United States and online nonstop-to-nonstop service to Beijing for 66 points in the southeast.  Delta claims that its proposed Atlanta-Beijing service would further enhance the U.S.-China competitive market structure by giving Delta a second daily flight to China so that it may compete more effectively against the five daily flights offered by United and the three daily flights offered by Northwest.  Delta argues that the Department must focus on providing limited incumbents (such as Delta) with greater China access and “ensuring parity” among the limited incumbents instead of allocating additional frequencies to United and Northwest.  Delta contends that its relationship with its Chinese code-share partner China Southern will enable it to offer services beyond Beijing to 35 interior Chinese points.

The competing applicants argue that Delta should not receive a second route until Delta establishes and demonstrates that it can succeed with its Atlanta-Shanghai service.  The competing applicants contend that Atlanta is a poorly situated gateway for U.S. passengers and has only limited traffic potential.  

MAXjet asserts that its Seattle-Shanghai proposal would maximize public benefits by bringing the first truly new entrant, all-business class air service to the U.S.-China market.  MAXjet notes that Seattle, despite its leading role in trade and technology, has no direct, point-to-point service to China.  MAXjet further notes that its Seattle-Shanghai proposal would offer the first nonstop China link from the Pacific Northwest, along with convenient same-aircraft service from Shanghai to Los Angeles.  The carrier further asserts that its proposed service will provide new low-fare competition between the U.S. and China in the business-class cabin and significantly increase business-class seating.  

MAXjet acknowledges that it does not have any code-share agreements for its proposed Seattle-Shanghai service and does not offer interline services and fares with other airlines in the markets it presently serves.  MAXjet contends that Seattle is the ideal gateway for passengers to build their own low-fare connections from MAXjet’s China service onto low-fare flights on other airlines to points across the Pacific Northwest and the United States as a whole.

The competing applicants argue that MAXjet would offer exceedingly few public benefits.  United argues that the Department cannot afford to allocate scarce frequencies in a capacity-restricted market for business-class only service.  US Airways questions MAXjet’s ability to succeed in the U.S.-China market with its plan to operate point-to-point service to China.  US Airways suggests that MAXjet’s point-to-point business model is not designed to serve connecting traffic and that access to connecting traffic is an important consideration, since more than 60% of U.S.-China traffic originates from interior U.S. points.  

Northwest maintains that Detroit is a preeminent U.S. hub gateway to Asia.  Northwest asserts that new nonstop service from Detroit is an important and highly complementary enhancement to its U.S.-China network that is essential for Northwest to provide a comprehensive challenge to United for eastern and western U.S. passengers.  Northwest states that Detroit is the largest new gateway proposed in this proceeding in terms of O&D traffic to China and notes that its ideal geographic location along the Great Circle route to China provides unmatched network coverage for the entire eastern United States.  Northwest suggests that its proposed Detroit-Shanghai and Detroit-Beijing services will create the most effective China gateway for eastern U.S. passengers.
  Northwest asserts that Detroit’s large primary catchment area enables Northwest to provide more U.S. cities with convenient, non-circuitous connections than any other applicant.  Northwest says that it will provide nonstop service to Shanghai and Beijing for 112 U.S. points.  Northwest also reiterates its need for its Narita hub operation, and maintains that there is no basis for discrimination against Northwest simply because its U.S.-China passengers change planes in Tokyo rather than a U.S. point.  

The competing applicants argue that Northwest should not be awarded any additional frequencies because Northwest holds 21 frequencies, all of which Northwest may use to operate the two roundtrip Detroit-China nonstop services it proposes.  Continental, for example, asserts that although Northwest claims that it needs additional frequencies for “parity” with United, the competition Northwest offers is “ineffective” only because Northwest has chosen to compete with nonstop flights by operating one-stop/connecting flights through its Tokyo hub.
  The competing applicants note that the Department has been persuaded by such arguments against Northwest in previous cases, and they see no reason why the Department should now adopt a different result.

United maintains that its proposal is the best choice among the 2009 services proposed because United would offer significantly more capacity than any other carrier and establish Los Angeles as a new gateway for U.S. carrier service to China, serving the largest market in this case for local O&D traffic without U.S.-flag nonstop service to China.  United asserts that there is a critical need for the first U.S.-flag carrier service in the Los Angeles-Shanghai market, which currently is served only by China Eastern.  United suggests that its proposal responds to the greatest unmet service needs in the most underserved region of the country, considering the level of demand to China and the number of nonstop frequencies serving the region.  United contends that its proposed Los Angeles-Shanghai service will provide strong intra-gateway competition to China Eastern’s existing service and will create substantial inter-gateway competition to existing U.S.-Shanghai gateways.  United asserts that, unlike the other applicants, it has an excellent track record of offering first-rate, large capacity, nonstop service on each of its China routes.  In response to the Department’s rebuttable presumption that seven frequencies should be awarded to the new entrant carriers, United argues that there is no reason to believe that awarding frequencies to a new entrant would expand service options to a degree greater than awarding the frequencies to an incumbent carrier proposing to offer new service.   

United says that its Los Angeles-Shanghai service will provide online, single connection roundtrip service to 36 domestic cities behind Los Angeles.  United notes that it has code-share arrangements with Air China and Shanghai Airlines, both of which offer service to points beyond Shanghai.  United states that Shanghai Airlines serves three Chinese cities beyond Shanghai.  

The competing applicants argue that United is the largest incumbent in the U.S.-China market and operates 67% of nonstop U.S.-flag China frequencies.  Delta alleges that an award to United would be inconsistent with the public interest and the Department’s stated goal of enhancing the overall U.S.-China competitive market structure.  In response to United’s claim of an imbalance between U.S.-China service options in the western and eastern United States, Continental points out that 47 weekly nonstop China flights are available from California, including 19 weekly nonstop Los Angeles-China flights and 14 weekly nonstop California-Shanghai flights.  American and Continental argue that United would provide no competitive network benefits because virtually all of the connections United would offer for Shanghai passengers at Los Angeles are duplicated at its San Francisco hub.    

US Airways asserts that it is one of only two of the nation’s six major network carriers unable to offer its own service to China.  The carrier suggests that as a new entrant, US Airways’ proposal for its Charlotte-Philadelphia-Beijing service would enhance inter-gateway competition and would enhance the overall degree of U.S. carrier competition and the competitive market structure, particularly from the densely populated east coast.  In response to comments asserting that the east coast U.S.-China market is oversaturated, US Airways points out that United’s current services from Chicago and Washington, D.C., with load factors ranging from 83% to 89%, demonstrate the east coast’s need for service.  US Airways claims that with one-third of all U.S.-China passengers generated in the eastern United States, its Philadelphia-Beijing service will offer a competitive option for China-bound travelers in the New York-Washington, D.C. corridor.  US Airways claims that its Philadelphia-Beijing service will form the nucleus of US Airways’ initial China service and will provide the foundation for US Airways’ future competitive expansion into Asia.  

US Airways states that it will also provide Charlotte-Beijing single flight number wide-body service via Philadelphia, assuring seamless connections and the only direct service between US Airways’ two largest hubs and Beijing.  US Airways states that the introduction of connecting service to/from Charlotte will provide 39 cities with their first online connecting or first competitive service to Beijing.  US Airways does not currently offer code-share service between the United States and China.
  However, as a Star alliance member, US Airways states that it plans to offer passenger connections to 35 Chinese cities beyond Beijing on both Air China and Shanghai Airlines.  

Continental notes that US Airways’ Philadelphia hub is flanked by Continental’s Newark Liberty International hub to the north and United’s Washington Dulles hub to the south, hubs that already have daily nonstop Beijing flights.  United argues that service at another northeastern gateway would further exacerbate the already severe imbalance between China service options in the western U.S. as opposed to the eastern and central United States.  Northwest and United question US Airways’ commitment to serving Asia.  Northwest states that US Airways is a Star alliance member and has failed to pursue and implement the U.S.-China code-share services it promised when it championed United’s Washington, D.C.-Beijing flight in the 2007 case.  

Tentative Decision 

We have tentatively decided to award US Airways certificate authority to provide combination services in the Philadelphia-Beijing market and to allocate to US Airways seven weekly frequencies for its proposed Philadelphia-Beijing service.  We have also tentatively decided to allocate the remaining 21 weekly combination frequencies as follows: seven each to American, Continental, and Northwest.  The rights would become available on March 25, 2009.

The criteria that are determinative in carrier selection cases vary on a case-by-case basis.  Thus, we have, at times, emphasized service benefits and at other times competitive benefits.  For 2005, we selected Continental’s Newark-Beijing proposal to address a service deficiency in the U.S.-China market.  For 2006, we selected American’s Chicago-Shanghai proposal to address a competitive deficiency in the U.S.-China market.  In the most recent proceeding involving new rights in the U.S.-China market, we found an overriding need in the circumstances presented to address a major service deficiency.  Accordingly, we found that the public interest would best be served by adding United’s service in the Washington, D.C.-Beijing market even though United already served China with multiple frequencies.  For the 2009 award, there is one designation opportunity and a total of 28 frequencies available.
  We now have an opportunity to more fully address competitive deficiencies in the U.S.-China market by selecting the carrier proposals that would enhance competition and provide travelers with a diversity of choices, thereby maximizing public benefits in the still restricted environment.

Consistent with this opportunity and also with the presumption set forth in the instituting order and reiterated in this order, we have tentatively decided to take advantage of the opportunity to introduce a new entrant combination carrier for 2009 and to allocate seven weekly frequencies to that carrier.  As we have emphasized previously, the 2009 designation is the result of the U.S. Government’s commitment to securing a more liberalized competitive aviation environment with China through bilateral negotiations.  Although we have not yet obtained an open-skies agreement with China, our negotiations have been successful in allowing us to incrementally expand the number of carriers that may provide passenger service and enhance competition in this increasingly important market.  It is our strong belief that the public interest, based on the record in this case, favors the full utilization of the 2009 designation to secure the benefits of enhanced competition and new service options that a new entrant would provide.  We tentatively find no persuasive arguments on the record that would lead us to follow a different approach.  Having weighed the relative merits of the proposals from the two 2009 new entrant applicants, US Airways and MAXjet, we have tentatively decided to select US Airways for the new designation opportunity and to allocate US Airways seven weekly frequencies to serve between Philadelphia and Beijing.  

While we recognize that MAXjet has an innovative proposal that would benefit travelers opting to take advantage of its low-fare business-class service at a new U.S. gateway (Seattle), we tentatively find, based on this record, that, with its strong network connections, US Airways would be in a better position to compete effectively with the incumbents in the U.S.-China market.  US Airways could use its network to attract passengers from U.S. points behind Philadelphia and Charlotte for its Philadelphia-Beijing services.  MAXjet has no network.  It does not offer any domestic, code-share, or interline services.  In addition, US Airways proposes to offer significantly more capacity than MAXjet (269 seats vs. 96 seats).  While we recognize that MAXjet would be offering more business-class capacity, we regard the limited-entry U.S.-China market as sufficiently capacity constrained that in selecting a new entrant carrier we must maximize our limited opportunities to enhance capacity.  We tentatively find that air service to Beijing from US Airways’ established Philadelphia hub will provide travelers in the US Airways’ catchment area with more options for travel to Beijing, thereby enhancing inter-gateway competition on the east coast.  Given the overall market benefits of US Airways’ proposal, we tentatively find it the better choice.

In deciding how to allocate the remaining 21 frequencies, while by no means ignoring the importance of service benefits, we tentatively view this case as the appropriate place to seek to create and maintain the most competitive environment for U.S.-China air services as U.S. efforts to achieve further liberalization in the market continue.
With that objective in mind, we tentatively find that an award of 2009 frequencies to United to provide new service in the Los Angeles-Beijing market would not best enhance competition or the overall structure of the U.S.-China market.  In the 2007 U.S.-China Combination and All-Cargo Frequency Allocation, United, which already held 28 U.S.-China frequencies, more than any other U.S. carrier, received seven more.  In this case, it has now received seven more for service to Guangzhou, leaving United with a total of 42 U.S.-China frequencies.  Factoring in the 2007 and 2008 awards we are announcing here, United would operate fully 50% of all U.S.-China combination frequencies.   While each of these awards constituted a maximization of public benefits in the circumstances presented, addressing important service deficiencies, we do not see a further award to United in the 2009 context, notwithstanding the service gains that might result, as affording the same measure of public benefits.  While we recognize that Los Angeles is a major generator of U.S.-China traffic that does not have nonstop U.S.-flag service to China, on balance, we tentatively find that our overarching objective in this case of addressing the broader competitive needs of the U.S.-China market would best serve the public interest and that an additional award to United to provide service at Los Angeles would not meet these needs.

In terms of addressing competitive needs, we tentatively find that awards to American and Continental offer significant advantages, and we tentatively allocate to each carrier seven frequencies, American for Chicago-Beijing service, and Continental for New York/Newark-Shanghai service.  We tentatively believe that giving American and Continental the opportunity to offer additional service will allow them to compete more effectively with United’s nonstop U.S.-China services.  We note that, while American and Continental have established themselves in the U.S.-China market, each remains a limited incumbent still in need of additional market access to enhance its competitive posture via-a-vis United and to bring the benefits of that enhanced competition to the traveling public.  We tentatively believe that according both the ability to serve two principal China gateways, instead of only the single major gateway they each now serve, should facilitate this objective.    

In addition, we tentatively find that each proposal offers attractive features.  We tentatively find that American’s proposed Chicago-Beijing service would increase competition by providing intra- and inter-gateway competition with existing U.S. gateways to Beijing.  American would provide a strong competitive challenge to United in the Chicago-Beijing market.  Also, an award to American would promote inter-alliance competition because it would permit the oneworld alliance, of which American is a member, to gain more access to the China market.
  The Star and Skyteam alliances have significantly more access to the China market.

 We tentatively find that American’s code-share relationship with China Eastern would permit American to offer extensive online code-share service beyond Beijing in competition with United, Northwest, Continental, and foreign carrier services.

We tentatively find that Continental’s proposal in this proceeding responds to the need for improved competition in the U.S.-China market between the New York/Newark area and Shanghai.  Continental’s proposed service would enhance intra-gateway competition with the existing foreign-flag carriers and provide significant public benefits to the traveling public in the New York/Newark area.  We tentatively find that Continental’s service proposal would provide significant service to a region that does not have daily nonstop service to Shanghai.
  

This tentatively leaves seven frequencies to be awarded, with the choice remaining between Delta and Northwest.  We have tentatively decided to award seven weekly frequencies to Northwest for its proposed nonstop Detroit-Shanghai service.
  We recognize that in past proceedings, where we had a very limited number of frequencies to allocate, we have denied Northwest’s request for additional frequencies to operate nonstop service at Detroit, where it already operates China service through its Tokyo hub.  However, in awarding the 2009 rights, we are now in a position to allocate frequencies to multiple carriers.  In this context, we tentatively believe that Northwest’s proposed Detroit-Shanghai nonstop service would yield the type of structural and competitive service benefits that warrant its selection.
  

We tentatively find that Northwest’s proposed nonstop service at its Detroit gateway, with Northwest’s substantial hub presence and route network, would promote meaningful inter-gateway competition with existing U.S.-Shanghai gateways.  It would provide another Midwest gateway to provide a competitive counterweight to the incumbents at Chicago, notably including United, which would for the first time be facing nonstop competition from a U.S. carrier with a decades-long presence in the U.S.-China market.  We tentatively find that an award to Northwest would provide service benefits as well, given that Detroit generates substantial U.S.-China O&D traffic.  

We tentatively are unable to find that Delta’s 2009 proposal would offer the same degree of public benefits in the circumstances presented.  While Delta has been awarded in this proceeding seven 2007 frequencies effective immediately, we must take into account that by the time the 2009 frequencies are available for use, it will have only been operating in the U.S.-China market for approximately one year.
  Delta, like American and Continental now, will be a newer incumbent with authority to serve one but not both of the two leading China gateways, but unlike American and Continental, it will not have had as much time to fully establish itself in the U.S.-China market.  We are cognizant that transitioning into the China market can pose particular challenges that can have an impact on the time needed to establish an operation that will have a significant effect on the competitive market structure.  Against this background we are, on balance, reluctant to award Delta a second Atlanta-China market before its Atlanta-Shanghai market has been as definitively established, particularly when we are in a position to make an award to Northwest that represents new competitive options and thereby presents important structural benefits.

Sale/Transfer of U.S.-China Routes

The Department has long allowed the transfer or sale of a route provided that the transfer does not conflict with important international aviation policy objectives and would not otherwise be inconsistent with the public interest.
  To preserve the integrity of the carrier selection process, the Department typically has not permitted a transfer within the first year of an award.  The Department has permitted a transfer to occur where the carrier holding authority has been actively engaged in the market for at least one year.
  

We have reviewed our policy in the context of this proceeding and tentatively find that the public interest calls for modifying the duration for which a carrier must operate newly-awarded U.S.-China routes or frequencies before that carrier may be permitted to sell or transfer the route/frequencies in question.  We tentatively find that a five-year duration would more accurately demonstrate an initial commitment by the selected carrier to serve the market and would better illustrate an ability to successfully continue such service.  Also, the change to five years would coincide with the length of the five-year experimental certificate of public convenience and necessity.  The no sale/no transfer condition would expire after the initial five-year term. This modification would apply to all of the awards we have made (2007 and 2008) and will be making (2009) in this case.   

We tentatively propose to amend Delta’s certificate for its Atlanta-Shanghai service to impose the five-year no sale/no transfer condition.  Since United holds certificate authority to provide San Francisco-Guangzhou combination services, we propose to impose this condition on United’s seven frequencies for its San Francisco-Guangzhou service.  The no sale/no transfer condition would apply to US Airways’, American’s, and Continental’s new awards.  Since Northwest holds certificate authority to provide Detroit-Shanghai combination services, the proposed limitation would only be applied to the seven frequencies tentatively allocated in this proceeding for Northwest’s proposed service.

This proposed condition would not apply in the case of a merger or acquisition by another carrier of all or a substantial part of the assets of the carrier holding the certificate or frequencies containing this condition.  This policy would not be applied retroactively to existing U.S.-China certificates or frequency allocations that do not contain this provision, and, with the exception of Delta’s certificate for its 2007 award and United’s frequency allocation for 2008, we will not amend existing certificates or frequency allocations to add this amendment.  Though we would here limit application of our newly modified policy to the current U.S.-China proceeding, we anticipate that we might apply similar reasoning in determining whether the public interest would be best served by applying the five-year minimum condition in future cases involving other restricted markets where we are awarding new routes or allocating new frequencies.  

Economic Authority

Consistent with our standard practice, we propose to issue an experimental five-year certificate of public convenience and necessity for the award to US Airways.  We also propose to amend American’s certificate authority on Route 826, granted by Order 2005-3-40 and Continental’s certificate authority on Route 821, granted by Order 2005-3-24 in Docket OST-2004-19077, to include the city pairs in our tentative award here.
  As to Northwest’s authority, we note that Northwest currently holds certificate authority to provide Detroit-Beijing combination services on Route 378, granted by Order 2001-12-8 in Docket OST-95-969.
  

We will impose a startup condition for each award.  In response to the interrogatories, each carrier states that it is prepared to begin service on the date on which the frequencies become available (March 25, 2009).  Therefore, we will require that each carrier begin service no later than that date.

Consistent with our standard practice, we propose that the frequencies allocated in this proceeding be subject to our standard 90-day dormancy condition, wherein any frequencies not operated for a period of 90 days (once inaugurated) would be deemed dormant.  Under the dormancy condition, if any of the frequencies allocated are not used for a period of 90 days (once inaugurated), the frequency allocation with respect to each such frequency would expire automatically and the frequency would revert to the Department for reallocation.

ACCORDINGLY,

1. We select Delta Air Lines, Inc. to engage in scheduled foreign air transportation of persons, property, and mail, on a nonstop basis only, between Atlanta, Georgia, on the one hand, and Shanghai, People’s Republic of China, on the other hand, effective immediately; 

2. We allocate Delta Air Lines, Inc. seven weekly frequencies to perform its proposed operations; 

3. We allocate United Air Lines, Inc. seven weekly frequencies to engage in scheduled foreign air transportation of persons, property, and mail, on a nonstop basis only, between San Francisco, California, on the one hand, and Guangzhou, People’s Republic of China, on the other hand, effective March 25, 2008;

4. We tentatively select US Airways, Inc. to engage in scheduled foreign air transportation of persons, property, and mail, on a nonstop basis only, between Philadelphia, Pennsylvania, on the one hand, and Beijing, People’s Republic of China, on the other hand, effective March 25, 2009;

5. We tentatively allocate US Airways, Inc. seven weekly frequencies to perform its proposed 2009 operations;

6. We tentatively allocate American Airlines, Inc. seven weekly frequencies to engage in scheduled foreign air transportation of persons, property, and mail, on a nonstop basis only, between Chicago, Illinois, on the one hand, and Beijing, People’s Republic of China, on the other hand, effective March 25, 2009;

7. We tentatively allocate Continental Airlines, Inc. seven weekly frequencies to engage in scheduled foreign air transportation of persons, property, and mail, on a nonstop basis only, between Newark, New Jersey, on the one hand, and Shanghai, People’s Republic of China, on the other hand, effective March 25, 2009;

8. We tentatively allocate Northwest Airlines, Inc. seven weekly frequencies to engage in scheduled foreign air transportation of persons, property, and mail, on a nonstop basis only, between Detroit, Michigan, on the one hand, and Shanghai, People’s Republic of China, on the other hand, effective March 25, 2009;

9. We tentatively deny the applications of Delta Air Lines, Inc. for its proposed Atlanta-Beijing services, MAXjet Airlines, Inc. for its proposed Seattle-Shanghai services, and Northwest Air Lines, Inc. for its proposed Detroit-Beijing services;

10. We tentatively impose a five-year restriction on the sale or transfer of the route rights and frequencies awarded in ordering paragraphs 4 through 8 by the carriers named therein;

11. We tentatively amend the certificate of Delta Air Lines, Inc. awarding it route authority between Atlanta, Georgia and Shanghai, People’s Republic of China by imposing a five- year restriction on the sale or transfer of the route rights and frequencies awarded in ordering paragraph 1;

12. We tentatively impose a five-year restriction on the sale or transfer of the frequencies awarded United Air Lines, Inc. in ordering paragraph 3;

13. We direct any interested parties having objections to our tentative findings and conclusions set forth in this order and in ordering paragraphs 4 through 12, above, to file their objections, in the above-captioned docket, with the Department’s Docket section, U.S. Department of Transportation, Docket Operations, M-30, West Building Ground Floor, Room W12-140, 1200 New Jersey Avenue, SE, Washington, D.C., 20590, no later than 10 calendar days from the date of service of this order; answers thereto shall be filed no later than seven (7) calendar days thereafter;

14. If timely and properly supported objections are filed, we will afford full consideration to the matters or issues raised by the objections before we take further action;
 if no objections are filed, we will deem all further procedural steps to be waived and will proceed to enter a final order awarding the authority proposed in this order;

15. We grant all motions for leave to file otherwise unauthorized documents, as referenced in this order; and

16. Unless disapproved by the President of the United States under 49 U.S.C. § 41307, the award in ordering paragraph 1 shall become effective upon the 61st day after its submission for section 41307 review, or upon the date of receipt of advice from the President or his designee under Executive Order 12597 and implementing regulations that he or she does not intend to disapprove the Department’s order under that section, whichever occurs earlier;
 and
17. We will serve this order on the parties to the captioned docket of the order, the U.S. Department of State (Office of Aviation Negotiations), the Federal Aviation Administration (AFS-200), and the Ambassador of the People’s Republic of China in Washington, D.C.

By:

Andrew B. Steinberg

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/reports/reports_aviation.asp
APPENDIX A

2007-2012 OPPORTUNITIES FOR COMBINATION CARRIERS

· August 1, 2007 – one additional airline may be designated to operate combination or all-cargo services between the United States and China.  Seven combination frequencies are available to serve points in China Zone 1 or China Zone 2.
 
· March 25, 2008 – seven combination frequencies are available to provide nonstop service between the United States and Guangzhou, China.  There are also seven frequencies for combination and/or all-cargo services specifically limited to serving points in China Zone 2.

· March 25, 2009 - one additional airline may be designated to operate combination services between the United States and China.  Twenty-eight weekly combination frequencies are available for allocation to serve points in China Zone 1 or China Zone 2.  There are also seven frequencies available for combination and/or all-cargo services specifically limited to serving points in China Zone 2.

· March 25, 2010 – 21 combination frequencies and 15 all-cargo frequencies are available for allocation to serve points in China Zone 1 or China Zone 2.  There are also seven frequencies available for combination and/or all-cargo services specifically limited to serving points in China Zone 2.  One new carrier may be designated to provide either combination or all-cargo services.

· March 25, 2011 – 14 combination frequencies are available for allocation to serve points in China Zone 1 or China Zone 2.  Limitations on cargo carrier designations and frequencies are removed and therefore additional designations for combination services would become available.

· March 25, 2012 – 14 combination frequencies are available for allocation to serve points in China Zone 1 or China Zone 2.

APPENDIX B



CURRENT SERVICE SUMMARY - U.S. AND CHINA AUTHORITIES
	Airline
	Route
	Freq
	Alliance

	U.S. Carriers (Authorized Number of Frequencies)

	American (7)
	Chicago-Shanghai 
	Daily
	oneworld

	Continental (7)
	Newark-Beijing
	Daily
	SkyTeam

	United (35)
	Chicago-Beijing 
	Daily
	Star

	
	Chicago-Shanghai 
	Daily
	Star

	
	San Francisco-Beijing 
	Daily
	Star

	
	San Francisco-Shanghai 
	Daily
	Star

	
	Washington, D.C.-Beijing 
	Daily
	Star

	Northwest (21)
	U.S.-Tokyo-Beijing
 
	Daily
	SkyTeam

	
	U.S.-Tokyo-Shanghai 
	Daily
	SkyTeam

	
	U.S.-Tokyo-Guangzhou 
	Daily
	SkyTeam


	Airline
	Route
	Freq
	Code-share

Partner

	Chinese Carriers (Frequencies Operated)

	Air China (21)
	Beijing-New York (JFK)
	Daily
	United

	
	Beijing-Los Angeles
	Daily
	United

	
	Beijing-San Francisco
	Daily
	United 

	China Eastern (13)
	Shanghai-New York (JFK)
	4X/Week
	American

	
	Beijing-Shanghai-Los Angeles
	Daily
	American

	
	Shanghai-Saipan
	2X/Week
	American

	China Southern (5)
	Guangzhou-Los Angeles
	5X/Week
	Delta


APPENDIX C

U.S.-CHINA SERVICE PROPOSALS

2007

	Applicant
	Proposed Routing
	Aircraft Type 
	Capacity

	
	
	
	

	Delta
	Atlanta-Shanghai
	B-777-200ER
	268 seats

(50F/218Y)

	Northwest
	Detroit-Shanghai
	B-747-400

	335 seats


2008

	Applicant
	Proposed Routing
	Aircraft Type 
	Capacity

	
	
	
	

	United
	San Francisco-Guangzhou
	B-777-200
	253 seats (10F/45C/198Y)


2009

	Applicant
	Proposed Routing
	Aircraft Type 
	Capacity

	
	
	
	

	American
	(Dallas/Ft. Worth)-Chicago-Beijing
	B-777-200ER
	245 seats (16F/35C/194Y)

	Continental
	(Cleveland)-New York/Newark-Shanghai
	B-777
	285 seats 

(50F/235Y)

	Delta
	Atlanta-Beijing
	B-777-200ER
	268 seats 

(50F-218Y)

	MAXjet
	(Los Angeles)-Seattle-Shanghai
	B-767-200ER
	96 seats 

(business-class only)

	Northwest 
	Detroit-Shanghai

Detroit-Beijing
	B-787
	221 seats 

(36F/185Y)

	United
	Los Angeles-Shanghai
	B-747-400
	347 seats (14F/73C/260Y)

	US Airways
	(Charlotte)-Philadelphia-Beijing
	A-340-300
	269 seats 

(42F/227Y)
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Terms, Conditions, and Limitations

Delta Air Lines, Inc.

for Route 875
is authorized to engage in scheduled foreign air transportation of persons, property, and mail between Atlanta, Georgia, on the one hand, and Shanghai, People’s Republic of China, on the other hand.

This authority is subject to the following conditions:

(1)
The holder shall at all times conduct its operations in accordance with the regulations prescribed by the Department of Transportation for the services authorized by this certificate, and with such other reasonable terms, conditions, and limitations as the Department of Transportation may prescribe in the public interest.

(2)
The holder shall at all times conduct its operations in accordance with all treaties and agreements between the United States and other countries, and the exercise of the privileges granted by this certificate is subject to compliance with such treaties and agreements and with any orders of the Department of Transportation issued under them.  To the extent that the holder has authority to serve more than one country or points in more than one country on the same route segment, that authority does not confer upon the holder any additional rights (including fifth-freedom intermediate and/or beyond rights) in limited-entry markets unless the Department has completed any necessary carrier selection procedures to determine which carrier(s) should be authorized to exercise such rights.  In such cases, the fact that the carrier may hold authority to serve the countries (points) at issue on the same segment will not be considered as providing any preference to the holder in a carrier selection proceeding.

(3) 
The exercise of the authority granted here is subject to the holder’s first obtaining from the appropriate foreign governments such operating rights as may be necessary. 

(4)
The holder acknowledges that this certificate is granted to determine if the holder’s projected services, efficiencies, methods, rates, fares, charges, and other projected results will, in fact, materialize and remain for a sustained period of time, and to determine whether the holder will provide the innovative and low-priced air transportation it proposed in its application for this authority.

(5)
The holder’s authority under this certificate is effective only to the extent that such operations comply with all applicable requirements of the Federal Aviation Administration and with all applicable U.S. Government requirements concerning security, including, but not limited to, 40 CFR Part 1544.  To assure compliance with all applicable U.S. Government requirements concerning security, the holder shall, before commencing any new service to or from a foreign airport, contact its International Principal Security Inspector (IPSI) to advise the IPSI of its plans and to find out whether the Transportation Security Administration has determined that security is adequate to allow such airport(s) to be served.

*As issued by










 Order 2007-9-25









 Route 875









 Page 2 of 2

(6)
The holder shall at all times remain a “Citizen of the United States,” as required by 49 U.S.C. 40102(a)(15).

(7)
The holder shall maintain in effect liability insurance coverage as required under 14 CFR Part 205.  Failure to maintain such insurance coverage will render a certificate ineffective, and this or other failure to comply with the provisions of Subtitle VII of 49 U.S.C. or the Department’s regulations shall be sufficient grounds to revoke this certificate.

(8) 
Should the holder propose any substantial changes in its ownership, management, or operations (as that term is defined in 14 CFR 204.2(l)), it must first comply with the requirements of 14 CFR 204.5.

(9)
In the event the holder ceases all operations for which it was found “fit, willing, and able,” its authority under this certificate shall be suspended under the terms of 14 CFR 204.7 and the holder may neither commence nor advertise such operations unless its fitness to do so has been redetermined by the Department.  Moreover, if the holder does not resume operations within one year of its cessation, its authority shall be revoked for dormancy.

(10)
The holder may combine services authorized by this certificate with all services authorized by other Department of Transportation certificates and exemptions; provided that such operations are in compliance with the provisions of all applicable bilateral aviation agreements, and provided further that (a) nothing in the award of the route integration authority requested should be construed as conferring upon the holder additional rights (including fifth-freedom intermediate and/or beyond rights) to serve markets where U.S. carrier entry is limited unless the holder first notifies the Department of its intent to serve such a market and unless and until the Department has completed any necessary carrier selection procedures to determine which carrier(s) should be authorized to exercise such rights; and (b) should there be a request by any carrier to use the limited-entry route rights that are included in this certificate by virtue of the route integration authority granted here, but that are not then being used by the holder, the holding of such authority by route integration will not be construed as providing any preference for the holder in a competitive carrier selection proceeding to determine which carrier(s) should be entitled to use the authority at issue.

This certificate shall become effective September 25, 2007.  It shall expire April 9, 2008; provided, however, that if the holder inaugurates service under this certificate on or before that date, the authorization will continue in effect until September 25, 2012, unless the Department earlier suspends, modifies, or deletes the authority.
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Terms, Conditions, and Limitations

US Airways, Inc.

for Route XXX

is authorized to engage in scheduled foreign air transportation of persons, property, and mail between Philadelphia, Pennsylvania, on the one hand, and Beijing, People’s Republic of China, on the other hand.

This authority is subject to the following conditions:

(1)
The holder shall at all times conduct its operations in accordance with the regulations prescribed by the Department of Transportation for the services authorized by this certificate, and with such other reasonable terms, conditions, and limitations as the Department of Transportation may prescribe in the public interest.

(2)
The holder shall at all times conduct its operations in accordance with all treaties and agreements between the United States and other countries, and the exercise of the privileges granted by this certificate is subject to compliance with such treaties and agreements and with any orders of the Department of Transportation issued under them.  To the extent that the holder has authority to serve more than one country or points in more than one country on the same route segment, that authority does not confer upon the holder any additional rights (including fifth-freedom intermediate and/or beyond rights) in limited-entry markets unless the Department has completed any necessary carrier selection procedures to determine which carrier(s) should be authorized to exercise such rights.  In such cases, the fact that the carrier may hold authority to serve the countries (points) at issue on the same segment will not be considered as providing any preference to the holder in a carrier selection proceeding.

(3) 
The exercise of the authority granted here is subject to the holder’s first obtaining from the appropriate foreign governments such operating rights as may be necessary. 

(4)
The holder acknowledges that this certificate is granted to determine if the holder’s projected services, efficiencies, methods, rates, fares, charges, and other projected results will, in fact, materialize and remain for a sustained period of time, and to determine whether the holder will provide the innovative and low-priced air transportation it proposed in its application for this authority.

(5)
The holder’s authority under this certificate is effective only to the extent that such operations comply with all applicable requirements of the Federal Aviation Administration and with all applicable U.S. Government requirements concerning security, including, but not limited to, 40 CFR Part 1544.  To assure compliance with all applicable U.S. Government requirements concerning security, the holder shall, before commencing any new service to or from a foreign airport, contact its International Principal Security Inspector (IPSI) to advise the IPSI of its plans and to find out whether the Transportation Security Administration has determined that security is adequate to allow such airport(s) to be served.
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(6)
The holder shall at all times remain a “Citizen of the United States,” as required by 49 U.S.C. 40102(a)(15).

(7)
The holder shall maintain in effect liability insurance coverage as required under 14 CFR Part 205.  Failure to maintain such insurance coverage will render a certificate ineffective, and this or other failure to comply with the provisions of Subtitle VII of 49 U.S.C. or the Department’s regulations shall be sufficient grounds to revoke this certificate.

(8) 
Should the holder propose any substantial changes in its ownership, management, or operations (as that term is defined in 14 CFR 204.2(l)), it must first comply with the requirements of 14 CFR 204.5.

(9)
In the event the holder ceases all operations for which it was found “fit, willing, and able,” its authority under this certificate shall be suspended under the terms of 14 CFR 204.7 and the holder may neither commence nor advertise such operations unless its fitness to do so has been redetermined by the Department.  Moreover, if the holder does not resume operations within one year of its cessation, its authority shall be revoked for dormancy.

(10)
The holder may combine services authorized by this certificate with all services authorized by other Department of Transportation certificates and exemptions; provided that such operations are in compliance with the provisions of all applicable bilateral aviation agreements, and provided further that (a) nothing in the award of the route integration authority requested should be construed as conferring upon the holder additional rights (including fifth-freedom intermediate and/or beyond rights) to serve markets where U.S. carrier entry is limited unless the holder first notifies the Department of its intent to serve such a market and unless and until the Department has completed any necessary carrier selection procedures to determine which carrier(s) should be authorized to exercise such rights; and (b) should there be a request by any carrier to use the limited-entry route rights that are included in this certificate by virtue of the route integration authority granted here, but that are not then being used by the holder, the holding of such authority by route integration will not be construed as providing any preference for the holder in a competitive carrier selection proceeding to determine which carrier(s) should be entitled to use the authority at issue.

This certificate shall become effective September XX, 2007.  It shall expire December XX, 2007; provided, however, that if the holder inaugurates service under this certificate on or before that date, the authorization will continue in effect until September XX, 2012, unless the Department earlier suspends, modifies, or deletes the authority.
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Terms, Conditions, and Limitations

American Airlines, Inc.

for Route 826

is authorized to engage in scheduled foreign air transportation of persons, property, and mail (1) between Chicago, Illinois, on the one hand, and Shanghai, People’s Republic of China, on the other hand and (2) between Chicago, Illinois, on the one hand, and Beijing, People’s Republic of China, on the other hand
This authority is subject to the following conditions:

(1)
The holder shall at all times conduct its operations in accordance with the regulations prescribed by the Department of Transportation for the services authorized by this certificate, and with such other reasonable terms, conditions, and limitations as the Department of Transportation may prescribe in the public interest.

(2)
The holder shall at all times conduct its operations in accordance with all treaties and agreements between the United States and other countries, and the exercise of the privileges granted by this certificate is subject to compliance with such treaties and agreements and with any orders of the Department of Transportation issued under them.  To the extent that the holder has authority to serve more than one country or points in more than one country on the same route segment, that authority does not confer upon the holder any additional rights (including fifth-freedom intermediate and/or beyond rights) in limited-entry markets unless the Department has completed any necessary carrier selection procedures to determine which carrier(s) should be authorized to exercise such rights.  In such cases, the fact that the carrier may hold authority to serve the countries (points) at issue on the same segment will not be considered as providing any preference to the holder in a carrier selection proceeding.

(3) 
The exercise of the authority granted here is subject to the holder’s first obtaining from the appropriate foreign governments such operating rights as may be necessary. 

(4)
The holder acknowledges that this certificate is granted to determine if the holder’s projected services, efficiencies, methods, rates, fares, charges, and other projected results will, in fact, materialize and remain for a sustained period of time, and to determine whether the holder will provide the innovative and low-priced air transportation it proposed in its application for this authority.

(5)
The holder’s authority under this certificate is effective only to the extent that such operations comply with all applicable requirements of the Federal Aviation Administration and with all applicable U.S. Government requirements concerning security, including, but not limited to, 40 CFR Part 1544.  To assure compliance with all applicable U.S. Government requirements concerning security, the holder shall, before commencing any new service to or from a foreign airport, contact its International Principal Security Inspector (IPSI) to advise the IPSI of its plans and to find out whether the Transportation Security Administration has determined that security is adequate to allow such airport(s) to be served.

(6)
The holder shall at all times remain a “Citizen of the United States,” as required by 49 U.S.C. 40102(a)(15).

*As reissued by










 Order 2007-X-X










 Route 826









 Page 2 of 2

(7)
The holder shall maintain in effect liability insurance coverage as required under 14 CFR Part 205.  Failure to maintain such insurance coverage will render a certificate ineffective, and this or other failure to comply with the provisions of Subtitle VII of 49 U.S.C. or the Department’s regulations shall be sufficient grounds to revoke this certificate.

(8) 
Should the holder propose any substantial changes in its ownership, management, or operations (as that term is defined in 14 CFR 204.2(l)), it must first comply with the requirements of 14 CFR 204.5.

(9)
In the event the holder ceases all operations for which it was found “fit, willing, and able,” its authority under this certificate shall be suspended under the terms of 14 CFR 204.7 and the holder may neither commence nor advertise such operations unless its fitness to do so has been redetermined by the Department.  Moreover, if the holder does not resume operations within one year of its cessation, its authority shall be revoked for dormancy.

(10)
The holder may combine services authorized by this certificate with all services authorized by other Department of Transportation certificates and exemptions; provided that such operations are in compliance with the provisions of all applicable bilateral aviation agreements, and provided further that (a) nothing in the award of the route integration authority requested should be construed as conferring upon the holder additional rights (including fifth-freedom intermediate and/or beyond rights) to serve markets where U.S. carrier entry is limited unless the holder first notifies the Department of its intent to serve such a market and unless and until the Department has completed any necessary carrier selection procedures to determine which carrier(s) should be authorized to exercise such rights; and (b) should there be a request by any carrier to use the limited-entry route rights that are included in this certificate by virtue of the route integration authority granted here, but that are not then being used by the holder, the holding of such authority by route integration will not be construed as providing any preference for the holder in a competitive carrier selection proceeding to determine which carrier(s) should be entitled to use the authority at issue.

This certificate shall become effective Month XX, 200X.  It shall expire Month XX, 200X; provided, however, that if the holder inaugurates service under this certificate on or before that date, the authorization will continue in effect until Month XX, 20XX, unless the Department earlier suspends, modifies, or deletes the authority.
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Terms, Conditions, and Limitations

Continental Airlines, Inc.

for Route 821

is authorized to engage in scheduled foreign air transportation of persons, property, and mail (1) between Newark, New Jersey, on the one hand, and Beijing, People’s Republic of China, on the other hand and (2) between Newark, New Jersey, on the one hand, and Shanghai, People’s Republic of China, on the other hand.

This authority is subject to the following conditions:

(1)
The holder shall at all times conduct its operations in accordance with the regulations prescribed by the Department of Transportation for the services authorized by this certificate, and with such other reasonable terms, conditions, and limitations as the Department of Transportation may prescribe in the public interest.

(2)
The holder shall at all times conduct its operations in accordance with all treaties and agreements between the United States and other countries, and the exercise of the privileges granted by this certificate is subject to compliance with such treaties and agreements and with any orders of the Department of Transportation issued under them.  To the extent that the holder has authority to serve more than one country or points in more than one country on the same route segment, that authority does not confer upon the holder any additional rights (including fifth-freedom intermediate and/or beyond rights) in limited-entry markets unless the Department has completed any necessary carrier selection procedures to determine which carrier(s) should be authorized to exercise such rights.  In such cases, the fact that the carrier may hold authority to serve the countries (points) at issue on the same segment will not be considered as providing any preference to the holder in a carrier selection proceeding.

(3) 
The exercise of the authority granted here is subject to the holder’s first obtaining from the appropriate foreign governments such operating rights as may be necessary. 

(4)
The holder acknowledges that this certificate is granted to determine if the holder’s projected services, efficiencies, methods, rates, fares, charges, and other projected results will, in fact, materialize and remain for a sustained period of time, and to determine whether the holder will provide the innovative and low-priced air transportation it proposed in its application for this authority.

(5)
The holder’s authority under this certificate is effective only to the extent that such operations comply with all applicable requirements of the Federal Aviation Administration and with all applicable U.S. Government requirements concerning security, including, but not limited to, 40 CFR Part 1544.  To assure compliance with all applicable U.S. Government requirements concerning security, the holder shall, before commencing any new service to or from a foreign airport, contact its International Principal Security Inspector (IPSI) to advise the IPSI of its plans and to find out whether the Transportation Security Administration has determined that security is adequate to allow such airport(s) to be served.

(6)
The holder shall at all times remain a “Citizen of the United States,” as required by 49 U.S.C. 40102(a)(15).
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(7)
The holder shall maintain in effect liability insurance coverage as required under 14 CFR Part 205.  Failure to maintain such insurance coverage will render a certificate ineffective, and this or other failure to comply with the provisions of Subtitle VII of 49 U.S.C. or the Department’s regulations shall be sufficient grounds to revoke this certificate.

(8) 
Should the holder propose any substantial changes in its ownership, management, or operations (as that term is defined in 14 CFR 204.2(l)), it must first comply with the requirements of 14 CFR 204.5.

(9)
In the event the holder ceases all operations for which it was found “fit, willing, and able,” its authority under this certificate shall be suspended under the terms of 14 CFR 204.7 and the holder may neither commence nor advertise such operations unless its fitness to do so has been redetermined by the Department.  Moreover, if the holder does not resume operations within one year of its cessation, its authority shall be revoked for dormancy.

(10)
The holder may combine services authorized by this certificate with all services authorized by other Department of Transportation certificates and exemptions; provided that such operations are in compliance with the provisions of all applicable bilateral aviation agreements, and provided further that (a) nothing in the award of the route integration authority requested should be construed as conferring upon the holder additional rights (including fifth-freedom intermediate and/or beyond rights) to serve markets where U.S. carrier entry is limited unless the holder first notifies the Department of its intent to serve such a market and unless and until the Department has completed any necessary carrier selection procedures to determine which carrier(s) should be authorized to exercise such rights; and (b) should there be a request by any carrier to use the limited-entry route rights that are included in this certificate by virtue of the route integration authority granted here, but that are not then being used by the holder, the holding of such authority by route integration will not be construed as providing any preference for the holder in a competitive carrier selection proceeding to determine which carrier(s) should be entitled to use the authority at issue.

This certificate shall become effective Month XX, 200X.  It shall expire Month XX, 200X; provided, however, that if the holder inaugurates service under this certificate on or before that date, the authorization will continue in effect until Month XX, 20XX, unless the Department earlier suspends, modifies, or deletes the authority.
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� See Appendix A for a summary of the opportunities provided under the 2007 protocol.


� After the completion of this proceeding, we will address the all-cargo frequency allocations and the 2009 cargo carrier designation.  We will address the opportunities that become available beginning March 25, 2010, subsequently.    


� See Order 2004-7-23.


� See Order 2005-3-40.


� See Order 2007-2-10.


� See Appendix B (Current Service Summary).


� Continental has a pending application for code-share authority with China Southern (see Docket OST-2007-28732).  US Airways also has a pending application seeking authority to code share on the U.S.-China routes of Air China and United (see Docket OST-2006-2596).


� As defined by the 2007 protocol, China Zone 1 consists of Beijing, Shanghai, and Guangzhou.  China Zone 2 consists of Fujian, Guangdong (except Guangzhou), Hebei, Jiangsu, Shandong, Tianjin, and Zhejiang.


� There are also 15 all-cargo frequencies available to serve points in China Zone 1 or China Zone 2.  


� In 2009, there are also seven frequencies available for combination and/or all-cargo services specifically limited to serving points in China Zone 2, one designation opportunity to operate all-cargo services between the United States and China, and 15 all-cargo frequencies available to serve points in China Zone 1 or China Zone 2.


� We also noted that we would address all-cargo frequency allocations and the 2009 cargo carrier designation separately. (See Order 2007-6-15 at note 2.)


� See Order 2007-7-11 (addressing various petitions for reconsideration of the rebuttable presumptions). 


� Order 2007-6-15 at 3-4.


� Northwest would subsequently convert to B-787 aircraft.


� In the event that Delta is not awarded the 2007 designation and frequency opportunities for its proposed Atlanta-Shanghai service, the carrier requests the 2009 designation and 14 frequencies that are available effective March 25, 2009.  If Delta is awarded the 2007 opportunities, then Delta requests seven weekly frequencies to serve the Atlanta-Beijing market.


� Northwest states that it requests a total of 14 frequencies for the 2009 opportunity if the carrier does not receive the seven frequencies that it seeks in 2007.


� United states that in the event that the Department decides to award frequencies for Los Angeles-China service in 2009 to another carrier, United requests seven frequencies for the Washington, D.C.-Shanghai market.  Since no other carrier has applied to provide nonstop Los Angeles-China service, we will not consider United’s request for Washington, D.C.-Shanghai in this proceeding.


� The Metropolitan Washington Airports Authority (WMAA) filed in support of United’s alternative Washington, D.C.-Shanghai proposal.  However, United’s Washington, D.C.-Shanghai proposal is not a part of this proceeding.  See note 16, supra.


� On August 6, 2007, the City of Chicago filed a motion for leave to file and reply.  We grant the motion.


� See Appendix C for a summary chart of applicant proposals.


� Delta Reply, at 4.


� Delta Reply, at 6.


� Delta Reply, at 3.


� Delta Reply, at 5.


� Northwest Reply, at 25-26.


� Northwest Reply, at 17.


� Northwest Reply, at 12.


� Order 2007-6-15 at 3.


� Id.  


� Our instituting order included a presumption that the selected carrier would be awarded seven frequencies.  Neither Northwest nor Delta challenged this presumption.


� Northwest currently provides service to Guangzhou on a one-stop basis over Tokyo.


� We find Delta fit to provide the authorized services.  Delta has been found to be a citizen of the United States, and fit, and willing, and able to provide scheduled foreign air transportation of persons, property, and mail as a certificated air carrier under section 41102 of Title 49 U.S.C. (see Order 2006-1-1).  We further find that issuance of the certificate granted will result in a near term increase of annual fuel consumption in excess of ten million gallons.  As a result, our action constitutes a “major regulatory action” under the Energy Policy and Conservation Act of 1975, as defined by Section 313.4(a)(1) of the Department’s regulations.  We find, however, that the service provided under the authority granted and resulting public benefits outweigh any adverse effects that may be caused by the increased fuel consumption.


� We acknowledged the possible need for flexibility on start-up conditions for a new entrant carrier in our instituting order.  Order 2007-6-15, Appendix at 2, note 2.


� We are aware that Northwest proposed an earlier startup date.  We did not find that this distinction of only several months should alter our decision in the circumstances presented and given the public interest elements favoring Delta’s selection.  


� Consistent with our standard practice in awarding frequencies, we will allow a 10-day leeway in the proposed start-up date for Delta.  We will allow Delta to inaugurate service within 10 days of March 30, 2008 (i.e., by April 9, 2008).  Any frequency not inaugurated by April 9, 2008 will revert to the Department.


� United has pending an application for renewal of its certificate authority for Route 246.  The authority remains in effect under the provisions of the Administrative Procedure Act, 5 U.S.C. §588(c), and 14 CFR Part 377 of the Department’s regulations.


� Consistent with our standard practice in awarding frequencies, we will allow a 10-day leeway in the proposed start-up date for United.  We will allow United to inaugurate service within 10 days of March 25, 2008 (i.e., by April 4, 2008).  Any frequency not inaugurated by April 4, 2008 will revert to the Department.


� The frequencies allocated represent valuable rights obtained in exchange for granting China route opportunities and frequencies for its airlines to serve the United States.  Accordingly, we remind the selected carriers that the frequencies awarded are for weekly operations.  A scheduled carrier may not bank frequencies from one week to the next.  


� Order 2005-2-14 at 23.


� American Application, at 7.  American states that the oneworld alliance has a single U.S. carrier route to China (American’s Chicago-Shanghai service) compared to Star’s five routes (United’s Chicago/San Francisco/Washington-China service) and Skyteam’s four routes (Northwest’s three daily frequencies via Tokyo and Continental’s New York/Newark-Beijing service). 


� American Application, at 2, citing Order 2005-2-14 and Order 2005-3-40.


� See Application of Continental Airlines, Inc. and China Southern Company Limited, filed July 10, 2007, in Docket OST-2007-28732.


� Since we awarded Delta the 2007 designation along with seven weekly frequencies, we will only address the balance of Delta’s request for seven frequencies for Atlanta-Beijing service.


� In our instituting order, we directed applicants to rank their city-pair/frequency proposals by priority and preference.  Northwest ranked Detroit-Shanghai first, followed by Detroit-Beijing.


� Continental Answer, at 5, 


� US Airways has requested authority to code share on the U.S.-China routes of Air China and United.  See Docket OST-2006-25967.  US Airways states that it is concluding negotiation of a code-share agreement with Shanghai Airlines and has entered into a Memorandum of Understanding with Shanghai Airlines covering code-share services.  


� Of the 28 frequencies, 21 frequencies are available for the incumbent carriers in 2009.  As previously stated, we were not dissuaded from following our proposed approach of using the designation opportunity and of allocating seven frequencies to the new entrant carrier.   


� Order 2005-2-14 at 19.


� United and US Airways are members of the Star alliance, while Delta and Northwest are members of the Skyteam alliance.


� China Eastern operates less than daily service between New York (JFK) and Shanghai.


�  We recognize that Northwest requested 14 weekly frequencies to operate between Detroit-Shanghai and Detroit-Beijing.  Since there are only seven frequencies available after our tentative allocation of frequencies to American and Continental, we have tentatively decided to allocate seven frequencies to Northwest to serve the Detroit-Shanghai market, which the carrier ranked as its priority.


� We note that we would condition Northwest’s award, as well as all of our other awards here, to require nonstop service.


� We required Delta to commence its Atlanta-Shanghai service no later than March 30, 2008.


� Order 90-4-11 at 7-8.


� Order 92-9-59 at 13-14.


� Any frequencies awarded in this proceeding that a carrier sought to sell or transfer inconsistent with the terms of the five year no sale/no transfer condition would automatically revert to the Department for reallocation. 


� We tentatively find that US Airways, American, and Continental are fit to provide the authorized services.  Each of these carriers has been found to be a citizen of the United States, and fit, willing, and able to provide scheduled foreign air transportation of persons, property, and mail as a certificated air carrier under section 41102 of Title 49 U.S.C. (see Order 2007-4-2 for American, Order 2007-4-19 for Continental, and Order 2007-4-20 for US Airways).  We further tentatively find that issuance of the certificates granted will result in a near term increase of annual fuel consumption in excess of ten million gallons.  As a result, our action constitutes a “major regulatory action” under the Energy Policy and Conservation Act of 1975, as defined by Section 313.4(a)(1) of the Department’s regulations.  We tentatively find, however, that the service provided under the authority granted and resulting public benefits outweigh any adverse effects that may be caused by the increased fuel consumption.


� Northwest has pending an application for renewal of its certificate authority for Route 378, Segment 2 (Detroit-Beijing).  The authority remains in effect under the provisions of the Administrative Procedure Act, 5 U.S.C. §588(c), and 14 CFR Part 377 of the Department’s regulations.


� Consistent with our standard practice in awarding frequencies, we will allow a 10-day leeway in the proposed start-up date for each carrier.  We will allow each carrier to inaugurate service within 10 days of March 25, 2009 (i.e., by April 4, 2009).  Any frequency not inaugurated by April 4, 2009 will revert to the Department.


� As we have noted earlier, the frequencies allocated represent valuable rights obtained in exchange for rights to Chinese carriers.  Accordingly, we remind the selected carriers that the frequencies awarded are for weekly operations.  A scheduled carrier may not bank frequencies from one week to the next.


� Filers are encouraged to use the electronic filing submission capability.  If filing submissions by September 27, 2007, please use the Department of Transportation DMS electronic docket site (� HYPERLINK "http://dms.dot.gov" ��http://dms.dot.gov�).  No electronic submissions will be accepted between September 28, 2007, and October 1, 2007 to allow transition to the Federal Docket Management System.  For filing submissions on or after October 1, 2007, use the Federal eRulemaking Portal (� HYPERLINK "http://www.regulations.gov" ��http://www.regulations.gov�) and follow the online instructions for filing submissions.  In the alternative, all filings should be on 8-1/2” X 11” white paper using dark ink (not green), and be unbound without tabs, which will expedite use of our docket imaging system. 


� As we are providing for the filing of objections to this tentative decision, we will not entertain petitions for reconsideration of this show-cause order.


� This order was submitted for section 41307 review on September 20, 2007.  On September 25, 2007, we received notification that the President’s designee, under Executive Order 12597 and implementing regulations, did not intend to disapprove the Department’s order.


� As defined by the amended agreement, China Zone 1 consists of Beijing, Shanghai, and Guangzhou.  China Zone 2 consists of Fujian, Guangdong (except Guangzhou), Hebei, Jiangsu, Shandong, Tianjin, and Zhejiang.


� There are also 15 all-cargo frequencies available to serve points in China Zone 1 or China Zone 2.  


� Also available in 2009 is one designation opportunity to operate all-cargo services between the United States and China.  There are also 15 all-cargo frequencies available to serve points in China Zone 1 or China Zone 2.


� Northwest provides nonstop-to-nonstop China connections over Tokyo from the following U.S. points: Detroit, Minneapolis, Seattle, Portland, San Francisco, Los Angeles, and Honolulu.


� Northwest proposes to operate B-787 aircraft (221 seats: 36F/185Y) on the Detroit-Shanghai route in the future (aircraft delivery begins in 2009).
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