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	Order 2006-3-19

	Served: March 22, 2006





         UNITED STATES OF AMERICA

   DEPARTMENT OF TRANSPORTATION

           OFFICE OF THE SECRETARY

                  WASHINGTON, D.C.

Issued by the Department of Transportation

	on the 22nd day of March, 2006 


Essential Air Service at

ATHENS, GEORGIA

under 49 U.S.C. 41731 et seq.
Docket     OST-2002-11348

ORDER RE-SELECTING CARRIER

AND ESTABLISHING SUBSIDY RATE

Summary

By this order, the Department is re-selecting Air Midwest, Inc., a wholly owned subsidy of Mesa Air Group, Inc., d/b/a US Airways Express (Air Midwest), to provide essential air service (EAS) at Athens, Georgia, for the two-year period beginning June 1, 2006, at an annual subsidy rate of $624,679.  (See Appendix A for an area map.)
Background

By Order 2004-3-25, the Department selected Air Midwest to provide two nonstop round trips on weekdays and on weekends to Charlotte with 19-seat Beech 1900D turboprop aircraft for the two-year period ending May 31, 2006, at an annual subsidy of $392,108.  As the end of that two-year contract period was approaching, the Department issued Order 2005‑2‑3 on December 13, 2005, requesting proposals from carriers interested in providing EAS at Athens for a new two-year period beginning June 1, 2006, with or without subsidy.  In response to our request, we received proposals from only the incumbent, Air Midwest.
Proposals

Air Midwest submitted two options, both of which would provide nonstop service to Charlotte with 19-seat Beech 1900D turboprop aircraft.  Air Midwest has a code-share agreement with US Airways at Charlotte, and would continue to serve the community as US Airways Express.  Under Option 1, it would provide 13 nonstop round trips per week (two each weekday and three over the weekend) for $624,679, and Option 2 would provide 18 nonstop round trips per week (three each weekday and weekend) for $938,481.  

Community Comments

By letter dated February 6, 2006, the Mayor of the unified government of the City of Athens and Clark County indicated the community supported Air Midwest’s 18 nonstop-round-trip-per-week option to serve Charlotte.  The Mayor also noted that the citizens of the community had confirmed their commitment to Athens’ Ben Epps Airport by approving a new $4.8 million terminal project.  The University of Georgia also wrote in support of Air Midwest’s 18 round-trip option, stating that the University community’s use of the service would continue to grow under that option, and that the growth would be enhanced by more flight opportunities and easier connections at Charlotte.  In addition, the Ben Epps Airport Authority filed comments stating that the community is “significantly underserved” comparing the commercial air services at Athens, as the home of the University of Georgia, with those available at Manhattan, Kansas (Kansas State University) and Morgantown, West Virginia (West Virginia University).  The Authority also stated that Athens has a substantially larger population than the other communities, a higher average number of passengers per flight (nearly 10 per flight, compared with 8 at Morgantown and 6 at Manhattan), yet fewer monthly flights.  
Decision 

After carefully considering the various issues involved and the community’s comments, we have decided to select Air Midwest’s Option 1, which will provide Athens with 13 nonstop round trips per week to Charlotte for an annual subsidy of $624,679 using 19-seat Beech 1900D turboprop aircraft.  We find that the service and subsidy levels are reasonable.  The major reason for the significantly higher subsidy rate is higher fuel costs, representing almost $200,000 of the $233,000 increase over the carrier’s current subsidy rate.
Because Air Midwest is the only applicant, the only issue is which of Air Midwest’s two options to select.  Air Midwest’s 18 round-trip-a-week option would require an annual subsidy of $938,481 – an amount over $300,000 greater than its 13-round-trip-a-week option of $624,679.  The principal consideration regarding the choice between the two options is whether passenger levels warrant our paying additional subsidy to support additional service.  During 2004, Air Midwest generated a total of 15,007 passengers, an average of 24 passengers a day enplaning at Athens, based on 313 weekdays and weekends to mirror the carrier’s service.  During the first 11 months of 2005, Athens’ traffic fell slightly from 13,796 passengers in the same period in 2004, to 12,668 passengers -- an average of 22 enplanements a day.
  Those enplanements can be accommodated on Air Midwest’s current service (12 round trips per week) at a 58 percent load factor.  In addition, we are authorizing subsidy for one additional round trip a week, from 12 to 13, which will provide additional capacity.  As a result, Air Midwest’s forecast of 13,801 passengers under its 13 round-trips-per-week option produces an average load factor of 55.4 percent.  Thus, we find that Option 1, with 13 round trips per week, provides sufficient capacity to accommodate Athens’ historical passenger demand at reasonable load factors.  Moreover, the EAS program was designed to provide a safety-net level of service.  It was never intended to be a market development tool, or to support all the service that a community might want.

Based on all of the above, we have decided to reselect Air Midwest to serve Athens for a new two-year period beginning on June 1, 2006, at the proposed annual subsidy of $624,679 (Option 1) to provide two nonstop round trips on weekdays and three on weekends to Charlotte with 19-seat Beech 1900D turboprop aircraft.

We shall make this selection at Athens contingent upon the Department’s receiving properly executed certifications from Air Midwest that it continues to comply with the Department’s regulations regarding drug-free workplaces, non-discrimination, and lobbying activities. 
Carrier Fitness

49 U.S.C. 41737(b) and 41738 require that we find an air carrier fit, willing, and able to provide reliable service before we may subsidize it to provide essential air service.  Air Midwest was most recently found fit to provide scheduled passenger service by Order 2006-1-19, selecting it to provide EAS at Cedar City, Utah.  Since that time, no information has come to our attention that would lead us to question the carrier’s ability to operate in a reliable manner.  The FAA has advised us that the carrier is conducting its operations in accordance with its regulations, and knows of no reason why we should not find that Air Midwest is fit.  Based on the above, we find that Air Midwest is fit to provide the essential air transportation at issue in this case.

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

ACCORDINGLY,

1. The Department reselects Air Midwest, Inc., a wholly-owned subsidiary of Mesa Air Group, Inc., d/b/a US Airways Express, to provide essential air service at Athens, Georgia, as described in Appendix B for the two-year period beginning June 1, 2006;

2. We set the final rates of compensation for Air Midwest, Inc., a wholly-owned subsidiary of Mesa Air Group, Inc., d/b/a US Airways Express, for the provision of essential air service at Athens, Georgia, as described in Appendix B, for the two-year period beginning June 1, 2006, payable as follows: for each month during which essential air service is provided, the amount of compensation shall be subject to the weekly ceilings set forth in Appendix B and shall be determined by multiplying the subsidy-eligible flights each way completed during the month by $476.49;

3. The Department directs Air Midwest, Inc., a wholly-owned subsidiary of Mesa Air Group, Inc., d/b/a US Airways Express, to retain all books, records, and other source and summary documentation to support claims for payment, and to preserve and maintain such documentation in a manner that readily permits its audit and examination by representatives of the Department.  Such documentation shall be retained for seven years or until the Department indicates that the records may be destroyed, whichever comes earlier.  Copies of flight logs for aircraft sold or disposed of must be retained.  The carrier may forfeit its compensation for any claim that is not supported under the terms of this order;

4. We find that Air Midwest, Inc., a wholly-owned subsidiary of Mesa Air Group, Inc., d/b/a US Airways Express, continues to be fit, willing and able to operate as a certificated air carrier and capable of providing reliable essential air service at Athens, Georgia;

5. This docket will remain open until further order of the Department; and 

6. We will serve copies of this order on the Mayor and airport manager of Athens, Georgia; the Governor of Georgia; the Office of Intermodal Programs-Aviation, of the Georgia Department of Transportation; and Air Midwest, Inc., a wholly-owned subsidiary of Mesa Air Group, Inc., d/b/a US Airways Express. 

By:

MICHAEL W. REYNOLDS

Acting Assistant Secretary for Aviation

     and International Affairs

 (SEAL)

An electronic version of this document is available on the World Wide Web at

http://dms.dot.gov
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Air Midwest, Inc., a wholly-owned subsidiary of Mesa Air Group, Inc.,
d/b/a US Airways Express
Essential Air Service at Athens, Georgia

	Effective period:  
	July 1, 2006-June 30, 2008


	Service at Athens:  
	13 nonstop round trips per week to Charlotte, North Carolina.



	Intermediate stops and upline service:  
	No other service to any intermediate or upline points is contemplated under the terms of this proposal; accordingly, no such service may be provided on subsidized flights without prior Department approval.



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



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



	Subsidy Rate per Flight:
	$476.49



	Weekly Compensation Ceiling:
	$12,388.74



Note:  The carrier understands that it may forfeit its compensation for any flights that it does not operate in conformance with the terms and stipulations of the rate order, including the service plan outlined in the order and any other significant elements of the required service, without prior approval.  The carrier understands that an aircraft take-off and landing at its scheduled destination constitutes a completed flight; absent an explanation supporting subsidy eligibility for a flight that has not been completed, such as certain weather cancellations, only completed flights are considered eligible for subsidy.  In addition, if the carrier does not schedule or operate its flights in full conformance with this order for a significant period, it may jeopardize its entire subsidy claim for the period in question.  If the carrier contemplates any such changes beyond the scope of the order during the applicable period of these rates, it must first notify the Office of Aviation Analysis in writing and receive written approval from the Department to be assured of full compensation.  Should circumstances warrant, the Department may locate and select a replacement carrier to provide service on these routes.  The carrier must complete all flights that can be safely operated; flights that overfly points for lack of traffic will not be compensated.  In determining whether subsidy payment for a deviating flight should be adjusted or disallowed, the Department will consider the extent to which the goals of the program are met and the extent of access to the national air transportation system provided to the community.

If the Department unilaterally, either partially or completely, terminates or reduces payments for service or changes service requirements at a specific location provided for under this order, then, at the end of the period for which the Department does make payments in the agreed amounts or at the agreed service levels, the carrier may cease to provide service to that specific location without regard to any requirement for notice of such cessation.  Those adjustments in the levels of subsidy and/or service that are mutually agreed to in writing by the parties to the agreement do not constitute a total or partial reduction or cessation of payment.

Subsidy contracts are subject to, and incorporate by reference, relevant statutes and Department regulations, as they may be amended from time to time.  However, any such statutes, regulations, or amendments thereto shall not operate to controvert the foregoing paragraph.
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	Air Midwest, Inc., a wholly-owned subsidiary of Mesa Air Group, Inc.,
d/b/a US Airways Express
Compensation Calculation

	
	
	

	Weekly Round Trips
	13
	

	AHN-CLT Miles
	161
	

	Departures: (1,352 @ a 97% completion factor)
	1,311
	 


	Block Hours: (Average Block Time = 1.00 hour per flight)
	1,311
	 

	Available Seat Miles (ASMs):
	4,011,695
	 


	Passengers:
	13,801
	

	Average Net Fare:
	$66.00
	

	Revenue Passenger Miles (RPMs):
	2,221,961
	 


	
	
	

	Passenger Revenue
	$910,866
	

	Other Revenue @ 1% of passenger revenue
	9,109
	

	   Total Revenue
	$919,975
	

	
	
	

	Direct Expenses:
	
	

	Crew & Training @ $130.99 per Block Hour
	$171,730
	

	Hull Insurance @ $6.93 per Block Hour
	9,088
	

	Fuel and oil @ 275.09 per Block Hour
	360,646
	

	Maintenance @ $326.35 per Block Hour
	427,839
	

	Aircraft Rental @ $20.14 per Block Hour
	26,400
	

	   Total Direct Expenses
	$995,704
	

	
	
	

	Indirect Expenses:
	
	

	Traffic Related @ $.0621/RPM
	$138,010
	

	Marketing @ $5,000
	5,000
	

	Departure Related @ $163.27/dep.
	214,044
	

	Capacity Related @ $.01832/ASM
	73,502
	

	  Total Indirect Expense
	$430,556
	

	
	
	

	Operating Expenses:
	$1,426,260
	

	Operating Loss:
	$506,285
	

	Profit @ 5% of Operating Expenses
	$71,313
	

	Interest Expense  @ $35.90 per block hour
	$47,081
	

	Economic Cost – Compensation Required
	$624,679
	

	
	
	


Appendix C
Air Passenger Traffic at Athens, Georgia
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Source: U.S. DOT, Bureau of Transportation Statistics, T-100 Market; Data is current thru November 2005.


� Appendix C provides a graph of historical passenger traffic at Athens on a monthly basis for 2004 and the first 11 months of 2005.


�  See Appendix B for the calculation of this rate, which assumes the use of the aircraft designated.  If the carrier reports a significant number of aircraft substitutions, a revision of this rate may be required.


�  $624,679 compensation, divided by 1,311 one-way completed departures, calculated as follows: 26 flights per week * 52 weeks * 97% completion factor = 1,311 flights.


� Total of 26 flights per week * $476.49 = $12,388.74.


� AHN-CLT: 26 flights per week  * 52 weeks * 97% = 1,311 departures.


� 1,311 flights * 161 miles * 19 seats = 4,011,695 Available Seat Miles (ASMs).


� 13,801 passengers * 161 miles = 2,221,961 Revenue Passenger Miles (RPMs).
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