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	Order 2006-3-21

	Served:  March 27, 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

VERNAL, UTAH
MOAB, UTAH

Under 49 U.S.C. 41731 et seq.
	Dockets OST-1997-2706
and OST-1997-2827


ORDER SELECTING CARRIER
Summary

By this order, we are selecting Mesa Air Group, Inc., d/b/a Air Midwest, to provide essential air service (EAS) with 19-passenger Raytheon/Beechcraft B-1900D aircraft at Vernal and Moab, Utah, for two years.  The annual subsidy rates will be set at $562,720 for Vernal and $1,298,784 for Moab.  We are also directing Mountain Bird Inc. d/b/a Salmon Air, to show cause why the Department should not set the its final short-term subsidy rate at $555,771.40 for Vernal and $783,608.47 for Moab on an annual basis, for its provision of service from March 1, 2006, until Air Midwest inaugurates essential air service at Vernal and Moab.
Background
By Order 2003-12-1, issued December 1, 2003, the Department selected Salmon Air to provide subsidized EAS at Vernal and Moab for a two-year period.  That order established an annual subsidy for Vernal of $595,436, and for Moab of $674,804 for twelve nonstop round trips each week between each community and Salt Lake City with 8-seat Piper PA-31 Chieftain aircraft.  The carrier's rate term expired February 28, 2006.

In anticipation of the end of the rate term, the Department issued Order 2005-12-11 on December 21, 2005, soliciting proposals to provide efficient EAS, with subsidy support if necessary, at Vernal and Moab.  That order summarized several important statutory limitations imposed on the EAS Program and how they would affect the carrier selection process at Vernal and Moab.  First, both communities are guaranteed to receive air service with twin-engine, two-pilot aircraft.  Second, Vernal is guaranteed service with at least 15-passenger aircraft by virtue of the fact that it generated more than 11 enplanements per day in any calendar year from 1976-1986
.  Third, the Department is prohibited from paying subsidy for EAS at any community where the per-passenger rate exceeds $200, unless the community is greater than 210 highway miles from the nearest large or medium hub.  In this case, Vernal is clearly less than 210 highway miles from Salt Lake City and, therefore, is subject to the $200 subsidy-per-passenger ceiling.  Based on the reported level of traffic, the Department would only be authorized to pay a subsidy of $572,200 per year.  In contrast, Moab is not within 210 highway miles of a large or medium hub, and, therefore, is exempt from this limit.
Based on historical service levels and the statutory limitations described above, proposals were expected to consist of service, at a minimum, with twin-engine, two-pilot aircraft with at least 8-passenger seats, and offering two or three nonstop or one-stop round trips each weekday and over each weekend period to Salt Lake City or any other suitable hub offering convenient access to the nation’s air transportation system.  Carriers were not limited to those requirements if they envisioned other, potentially more attractive possibilities with subsidy requirements that remain competitive.

Proposals

The Department received a total of six service options from three carriers in response to its solicitation.  Great Lakes Aviation, Ltd. (Great Lakes) submitted a proposal with a single option.  Salmon Air’s original proposal contained two service options; however, it subsequently withdrew its second option from consideration.  Air Midwest intending to operate under its code-share agreement with America West, proposed three options.  These proposals are summarized below.  Each carrier’s proposal may be accessed online through the Department’s Dockets Management System at:  http://dms.dot.gov/ by doing a “simple search” on docket number 2706 and/or 2827.

Great Lakes

Great Lakes submitted a package bid to provide EAS at Vernal and Moab.  Great Lakes would provide two nonstop round trips from both Vernal and Moab to Denver each weekday and over each weekend, utilizing 19-passenger Beechcraft 1900D aircraft and operating as both a United Airlines and Frontier code-share partner.  The annual subsidy requirement at Vernal is $1,028,522 and for Moab, $1,412,656, although the routes are not separable.
Salmon Air
Salmon Air originally submitted a proposal with two service options.  Option One would be a continuation of the current service of 12 nonstop round trips each week between Vernal and Salt Lake City, and between Moab and Salt Lake City, using an 8-passenger, twin-engine, non-pressurized cabin, Piper  PA31-350 Chieftain aircraft.  The annual subsidy rate required for service at Vernal is $555,771.40.  Moab service would require $783,608.47 a year under this option.  Option Two would provide 12 nonstop round trips each week from Vernal and Moab to Salt Lake City using a 9-passenger, single-engine, pressurized cabin, turbine powered Pilatus PC-12.  The annual subsidy requirement under this option would be $553,435.98 for Vernal service and $738,887.99 for Moab.  Salmon Air informed the Department that its proposal was also a package bid because the economics are based on spreading certain fixed costs over both routes.  On February 9, 2006, Salmon Air withdrew Option Two from consideration.
Air Midwest
Air Midwest submitted three options, all utilizing 19-passenger Beech 1900D aircraft.  Option One would provide two nonstop round trips between each community and Salt Lake City each weekday and over each weekend, for an annual subsidy rate of $1,861,504.  Option One is a combination of Options Two and Three described below.  Option Two would provide two nonstop round trips between Moab and Salt Lake City each weekday and weekend, for an annual subsidy rate of $1,298,784.  Option Three would provide two nonstop round trips between Vernal and Salt Lake City each weekday and weekend, for an annual subsidy rate of $562,720.  (The sum of the annual subsidy requirements for Options Two and Three exactly equals Option One’s annual subsidy rate.)
Community Comments

On February 2, 2006 the Department sent letters to the Mayors of Vernal City and Moab, the Airport Managers of Uintah County Airport (Vernal City) and Canyonlands Field (Moab), the Uintah County Commission (Vernal City), Grand County Council (Moab) and to Uintah County-Vernal City Economic Development, summarizing the statutory restrictions imposed on the EAS Program (as described above), all of the proposals submitted, and requesting their comments on the carrier selection decision.  On February 10, 2006, the Department sent a follow-up letter to the recipients listed above to inform them that Salmon Air had withdrawn its proposed service option utilizing 9-passenger, single-engine, pressurized cabin aircraft (Option Two) from consideration.

In response, the Department received community comments from:  Uintah County Commission, Uintah County-Vernal City Economic Development, Grand County Council and City of Moab.  In their comment letters, the civic officials explained that they understood the statutory restrictions imposed on the EAS Program and how those restrictions impacted each of their communities.  All of the commenting parties strongly endorsed the Air Midwest proposal.  They also stressed the advantage provided by 19-passenger aircraft over 8-passenger aircraft.

The Uintah County Commission stated that is no longer willing to waive its guaranteed service of two-pilot, twin-engine, 15-passenger aircraft as it had in the past.  Comments in support of Air Midwest may be accessed online as described above.
Decision on Carrier Selection
After careful consideration of this matter, including the comments of the communities, we have decided to select Air Midwest to provide essential air service at Vernal and Moab in accordance with the carrier’s Option One.  Air Midwest’s Option One is the only proposal that meets all of the statutory requirements placed on the provision of EAS.  This option provides twelve weekly nonstop round trips between Vernal and Salt Lake City and between Moab and Salt Lake City with twin-engine, two-pilot, 19-passenger, Beechcraft B-1900D aircraft.  The carrier’s service at its other subsidized essential air service communities continues to be satisfactory.

In selecting a carrier to provide subsidized essential air service, 49 U.S.C. 41733(c)(1) directs us to consider four factors: (a) scheduled service reliability; (b) contractual and marketing arrangements with a larger carrier to ensure service beyond the hub; (c) interline arrangements that the applicant has made with a larger carrier at the hub; and (d) community views, giving substantial weight to the views of the elected officials representing the users.  In addition, the Transportation, Treasury, Housing and Urban Development, the Judiciary, the District of Columbia, and Independent Agencies Appropriations Act, 2006, Public Law 109-115, provides that when selecting a carrier to provide EAS, the Department may consider the relative subsidy requirements, codifying a factor that we have considered since the inception of the program.
As mentioned above, Vernal is unwilling to waive its guaranteed service with twin-engine, two-pilot, 15-seat aircraft as it had in the previous EAS carrier-selection case.  Both Vernal and Moab also expressed a strong preference for service that would offer a pressurized cabin and additional baggage capacity.  Salmon Air’s proposal, a package bid for both Vernal and Moab, would utilize an 8-passenger, twin-engine, non-pressurized cabin, Piper PA31-350 aircraft.  Salmon Air’s proposal does not meet the definition of basic essential air service as defined by 49 U.S.C. 41732(b)(3) and, thus, is not selectable.

Great Lakes proposed service with 19-passenger, Raytheon/Beechcraft B-1900D aircraft.  However, based on the total number of origin and destination passengers for the 12-month period ended November 2005, its annual subsidy requirement for Vernal exceeded the $200 per-passenger statutory ceiling discussed above.  Great Lakes’ proposal was “a package bid for both markets,” and therefore the entire proposal is not selectable.

We find that the overall objectives of the Essential Air Service Program are only served by the selection of Air Midwest.  Its proposal could benefit the communities of Vernal and Moab by providing options in connecting to the national air transportation system.  Air Midwest intends to operate under its America West code-share and would provide both Vernal and Moab with two nonstop round trips to Salt Lake City each weekday and weekend for annual subsidy rates of $562,720 and $1,298,784, respectively.
We shall make this selection at Vernal and Moab contingent upon the Department’s receiving properly executed certifications from Mesa Air Group, Inc., d/b/a Air Midwest, that it is in compliance with the Department’s regulations regarding drug-free workplaces and nondiscrimination, as well as the regulations governing lobbying activities.

Because our decision involves a change in essential air service carriers, we expect both Air Midwest and Salmon Air to work together to make a smooth transition.  In that regard, before Salmon Air suspends its service at Vernal and Moab, we expect it to contact all passengers holding reservations for travel after the suspension date, to notify them of the suspension of service, and to secure alternate air transportation for such passengers or to provide a refund of the ticket price, without penalty, if requested.

Action on Salmon Air’s provision of service for an interim period
Salmon Air is eligible to be compensated for its 12 weekly round trips between both Vernal Moab and Salt Lake City that we are requiring it to provide.  Thus, beginning March 1, 2006, the Department will tentatively set the rate equal to Salmon Air’s most recent bid that was submitted in a competitive environment.  This rate will remain in effect until Air Midwest inaugurates its full essential air service operations at Vernal and Moab.  We have reviewed Salmon Air’s proposal and find these rates reasonable for the service to be provided for this interim period.
Carrier Fitness

49 U.S.C. 41737(b) and 41738 require that we find an air carrier fit, willing, and able to provide reliable service before we may subsidize it to provide essential air service.  We last found Mesa Air Group, Inc., d/b/a Air Midwest fit by Order 2006-1-19, January  25, 2006, in connection with its essential air service 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 Federal Aviation Administration has advised us that the carrier is conducting its operations in accordance with its regulations, and knows of no reason why we should not find that Air Midwest is fit.  Based on the above, we find that Air Midwest is fit to provide the essential air transportation at issue in this case.
This order is issued under authority delegated in 49 CFR 1.56a(f).
ACCORDINGLY,

1.  The Department selects Mesa Air Group, Inc., d/b/a Air Midwest, to provide essential air service at Vernal and Moab, Utah, as described in Appendix C, page 1, effective on the date the carrier inaugurates essential air service at Vernal and Moab through May 31, 2008;
2.  The Department sets the final subsidy rates for Mesa Air Group, Inc., d/b/a Air Midwest, for the provision of essential air service at Vernal and Moab, Utah, as described in Appendix D, page 1, to be payable as follows: for each calendar month during which essential air service is provided, the amount of compensation shall be subject to the weekly ceilings set forth in Appendix C, page 1, and shall be determined by multiplying the subsidy-eligible flights between Vernal and Salt Lake City completed during the month
 by $469.72
, and for eligible flights between Moab and Salt Lake City completed during the month
 by $1,084.13
;
3.  The Department directs Mountain Bird Inc. d/b/a Salmon Air, to show cause within 20 days of the date of service of this order why the Department should not compensate it for the provision of essential air service at Vernal and Moab from March 1, 2006, until Mesa Air Group, Inc., d/b/a Air Midwest, inaugurates the service authorized by ordering paragraph (1), above, to be payable as follows: for each calendar month during which essential air service is provided, the amount of compensation shall be subject to the weekly ceilings set forth in Appendix D, page 2, and shall be determined by multiplying the subsidy-eligible flights between Vernal and Salt Lake City completed during the month
 by $445.33
, and for eligible flights between Moab and Salt Lake City completed during the month
 by $627.89
;
4.  We will afford full consideration to the matters and issues raised in any timely and properly filed response to ordering paragraph (3), above, before we take further action.  If no response is filed, all further procedural steps will be deemed to have been waived, and the rate of compensation tentatively made by this order shall become effective immediately;

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

6.  Dockets OST-1997-2706 and OST-1997-2827 will remain open until further order of the Department; and

7.  We will serve copies of this order on Mountain Bird Inc. d/b/a Salmon Air, Mesa Air Group, Inc., d/b/a Air Midwest, Inc. and the parties listed in Appendix E.
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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Mountain Bird Inc., d/b/a Salmon Air

Provision of Essential Air Service at Vernal and Moab, Utah

Calculation of Compensation Requirement

[image: image2.emf]Vernal  Moab

Aircraft

Piper PA21-350 Chieftain Piper PA21-350 Chieftain

Average Seats per Departure

8 8

Passengers

2,900.0 2,500.0

Average Fare

$136.00 $146.00

Passenger Revenue

$394,400.00 $36,500.00

Freight Revenue

$15,000.00 $15,000.00

Total Revenue

$409,400.00 $380,000.00

Block Hours

1,457.0 1,648.0

Flight Hours

1,270.0 1,439.0

Departures

1,248.0 1,248.0

RPMs

500,897.3 489,216.0

ASMs

1,727,232.0 1,956,864.0

FLT. OPS. @ $140.23/BH

$204,315.11 $231,099.04

FLT. OPS. @ $80.00/FH

$101,600.00 $115,120.00

Fuel & Oil @ $183.00/BH

$266,631.00 $301,584.00

Hull Insurance @ 1134.5/mo.

$13,641.00 $13,614.00

Maintenance @ $90.00/FH

$101,600.00 $129,510.00

Aircraft Lease

$48,000.00 $60,000.00

Total Direct Expenses

$735,760.11 $850,927.04

Vernal/Moab Expenses

$62,372.00 $87,434.00

Salt Lake City Expenses

$59,280.00 $84,240.00

Administration

$61,798.75 $85,597.50

Total Indirect Expenses

$183,450.75 $257,271.50

Total Operating Expenses

$919,210.86 $1,108,198.54

Return @ 5%

$45,960.54 $55,409.93

Total Operating Cost

$965,171.40 $1,163,608.47

Compensation Required

$555,771.40 $783,608.47

Total Compensation Required $1,339,380.00


Mesa Air Group, Inc., d/b/a Air Midwest

Provision of Essential Air Service at Vernal and Moab, Utah
Calculation of Compensation Requirement

[image: image3.emf]Vernal Moab Total

Aircraft type

Beechcraft B-1900D Beechcraft B-1900D Beechcraft B-1900D

Hub Served

Salt Lake City Salt Lake City

Annual Completed Departures

1,198 1,498 2,696

Block Hours per Flight

0.62 0.98 0.82

Total Block Hours

739 1,473 2,211

Average Seats per Departure

19 19 19

Average Stage Length

131 176 307

Passengers per Departure:

2.7 2.1 2

Total Passengers

3,290 3,144 6,434

ASMs

2,982,021 5,087,647 8,069,668

RPMs

431,010 553,309 984,318

Load Factor

14.45% 10.88% 12.20%

Average Fare

$75.00 $99.02 $86.74

Completion Percent

96% 96% 96%

Revenues

Passenger Revenue

$246,761 $311,299 $558,060

Other Passenger Revenue (1% of PAX Revenues)

$2,468 $3,113 $5,581

Total Revenue

$249,229 $314,412 $563,641

Direct Expenses

Crew & Training

$97,862 $195,062 $292,924

Hull Insurance

$5,120 $10,205 $15,325

Fuel & Oil

$195,786 $390,250 $586,036

Maintenance

$259,268 $516,784 $776,052

Aircraft Rent

$8,820 $17,580 $26,400

Total Direct Expenses

$566,856 $1,129,881 $1,696,737

Indirect Expenses

Reservations and GDS Expenses

$19,345 $38,560 $57,905

Marketing

$5,000 $5,000 $10,000

Station and Departure Expenses

$112,890 $225,016 $337,906

Capacity (ASM) Related

$44,003 $87,709 $131,712

Total Indirect Expenses

$181,238 $356,285 $537,523

Total Operating Expenses

$748,094 $1,486,167 $2,234,261

Return

$37,405 $74,308 $111,713

Operating Profit (Loss)

($536,270) ($1,246,064) ($1,782,334)

Interest Expenses

$26,450 $52,721 $79,171

Compensation Required

$562,720 $1,298,784 $1,861,504

Subsidy per Departure

$470 $1,084

Subsidy per Passenger

$197


Mesa Air Group, Inc., d/b/a Air Midwest

Essential Air Service To Be Provided at Vernal and Moab, Utah
	Effective Period:
	Date carrier inaugurates service through May 31, 2008.

	Scheduled Service: 
	Vernal:  Twelve nonstop round trips each week to Salt Lake City
Moab:  Twelve nonstop round trips each week to Salt Lake City

	Intermediate stops and upline service:  
	No service to any intermediate point is contemplated under the terms of the carrier’s proposal; accordingly, no such service may be provided on subsidized flights without prior Department approval.
Points upline from Moab and/or Vernal may be served on subsidized flights.

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

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

	Annual compensation:  
	Vernal:  $562,720
Moab:  $1,298,784
This rate assumes an annual completion factor of 96 percent.  A compensation ceiling is to be applied per calendar week such that service above that ceiling in one week cannot make up for service shortfalls in another week.

	Subsidy Rate per Flight: 
	Vernal:  $469.72

Moab:  $1,084.13


	Weekly Compensation Ceiling:
	Vernal:  $11,273.28

Moab:  $26,019.12



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

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

Subsidy contracts are subject to, and incorporate by reference, relevant statutes and Department regulations, as they may be amended from time to time.  However, any such statutes, regulations, or amendments thereto shall not operate to controvert the foregoing paragraph.

Mountain Bird Inc., d/b/a Salmon Air

Essential Air Service To Be Provided at Vernal and Moab, Utah
	Effective Period:
	March 1, 2006, until Mesa Air Group, Inc., d/b/a Air Midwest inaugurates service at Vernal and Moab, Utah.

	Scheduled Service: 
	Vernal:  Twelve nonstop round trips each week to Salt Lake City

Moab:  Twelve nonstop round trips each week to Salt Lake City

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

	Aircraft type:  
	Piper PA31-350 Chieftain (8 passenger seats).

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

	Annual compensation:  
	Vernal:  $555,771.40
Moab:  $783,608.47
This rate assumes an annual completion factor of 100 percent.  A compensation ceiling is to be applied per calendar week such that service above that ceiling in one week cannot make up for service shortfalls in another week.

	Subsidy Rate per Salt Lake City Flight: 
	Vernal:  $445.33

Moab:  $627.89


	Weekly Compensation Ceiling:
	Vernal:  $10,687.92

Moab:  $15,069.36



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

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

Subsidy contracts are subject to, and incorporate by reference, relevant statutes and Department regulations, as they may be amended from time to time.  However, any such statutes, regulations, or amendments thereto shall not operate to controvert the foregoing paragraph.

SERVICE LIST
The Honorable Michael McKee

Uintah County Commission Chair

152 East 100 North

Vernal, Utah  84078

The Honorable Alan Mashburn

Mayor of Vernal City

447 East Main

Vernal, Utah  84078

Mr. Bill Johnson

Executive Director

Uintah County/Vernal City Economic Development

Uintah County Courthouse

147 East Main Street

Vernal, Utah  84078

Mr. Tom Wardell

Manager

Uintah County Airport

Old Airport Terminal Building

Vernal, Utah  84078

The Honorable Joette Langianese

Grand County Council Chair

125 East Center Street

Moab, Utah  84532

Ms. Nancy Jane Woodside

County Administrator

Grand County

125 East Center Street

Moab, Utah  84532

The Honorable David Sakrison

Mayor of Moab

217 East Center Street

Moab, Utah  84532

Mr. Mark Francis

Manager

Canyonlands Field

P.O. Box 786

Price, Utah  84501

� Vernal previously waived its guaranteed service with at least 15-passenger aircraft in order to remain in the EAS program and allowing the selection of 8-passenger aircraft.  In the previous selection case, all of the options presented by applicant carriers for service with 15-passenger aircraft exceeded the $200 subsidy-per-passenger.


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


�  See Appendix D, page 1, for calculations.


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


� See Appendix D, page 1, for calculations.


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


�  See Appendix D, page 2, for calculations.


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


� See Appendix D, page 2, for calculations.


� $562,720 divided by 1,198 annual departures:  4 flights x 6 days x 52 weeks x .96 (completion factor) = 1,198.


� $1,298,784 divided by 1,198 annual departures:  4 flights x 6 days x 52 weeks x .96 (completion factor) = 1,198.


� 24 flights per week multiplied by $469.72 per flight.


� 24 flights per week multiplied by $1,084.13 per flight


� $555,771.40 divided by 1,248 annual departures:  4 flights x 6 days x 52 weeks = 1,248.


� $783,608.47 divided by 1,248 annual departures:  4 flights x 6 days x 52 weeks = 1,248.


� 24 flights per week multiplied by $445.33 per flight.


� 24 flights per week multiplied by $627.89 per flight.
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				Vernal		Moab

		Aircraft		Piper PA21-350 Chieftain		Piper PA21-350 Chieftain

		Average Seats per Departure		8		8

		Passengers		2,900.0		2,500.0

		Average Fare		$136.00		$146.00

		Passenger Revenue		$394,400.00		$36,500.00

		Freight Revenue		$15,000.00		$15,000.00

		Total Revenue		$409,400.00		$380,000.00

		Block Hours		1,457.0		1,648.0

		Flight Hours		1,270.0		1,439.0

		Departures		1,248.0		1,248.0

		RPMs		500,897.3		489,216.0

		ASMs		1,727,232.0		1,956,864.0

		FLT. OPS. @ $140.23/BH		$204,315.11		$231,099.04

		FLT. OPS. @ $80.00/FH		$101,600.00		$115,120.00

		Fuel & Oil @ $183.00/BH		$266,631.00		$301,584.00

		Hull Insurance @ 1134.5/mo.		$13,641.00		$13,614.00

		Maintenance @ $90.00/FH		$101,600.00		$129,510.00

		Aircraft Lease		$48,000.00		$60,000.00

		Total Direct Expenses		$735,760.11		$850,927.04

		Vernal/Moab Expenses		$62,372.00		$87,434.00

		Salt Lake City Expenses		$59,280.00		$84,240.00

		Administration		$61,798.75		$85,597.50

		Total Indirect Expenses		$183,450.75		$257,271.50

		Total Operating Expenses		$919,210.86		$1,108,198.54

		Return @ 5%		$45,960.54		$55,409.93

		Total Operating Cost		$965,171.40		$1,163,608.47

		Compensation Required		$555,771.40		$783,608.47

		Total Compensation Required		$1,339,380.00

		Subsidy per forecast passenger		$198.49		$313.44
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				Vernal		Moab		Total

		Aircraft type		Beechcraft B-1900D		Beechcraft B-1900D		Beechcraft B-1900D

		Hub Served		Salt Lake City		Salt Lake City

		Annual Completed Departures		1,198		1,498		2,696

		Block Hours per Flight		0.62		0.98		0.82

		Total Block Hours		739		1,473		2,211

		Average Seats per Departure		19		19		19

		Average Stage Length		131		176		307

		Passengers per Departure:		2.7		2.1		2

		Total Passengers		3,290		3,144		6,434

		ASMs		2,982,021		5,087,647		8,069,668

		RPMs		431,010		553,309		984,318

		Load Factor		14.45%		10.88%		12.20%

		Average Fare		$75.00		$99.02		$86.74

		Completion Percent		96%		96%		96%

		Revenues

		Passenger Revenue		$246,761		$311,299		$558,060

		Other Passenger Revenue (1% of PAX Revenues)		$2,468		$3,113		$5,581

		Total Revenue		$249,229		$314,412		$563,641

		Direct Expenses

		Crew & Training		$97,862		$195,062		$292,924

		Hull Insurance		$5,120		$10,205		$15,325

		Fuel & Oil		$195,786		$390,250		$586,036

		Maintenance		$259,268		$516,784		$776,052

		Aircraft Rent		$8,820		$17,580		$26,400

		Total Direct Expenses		$566,856		$1,129,881		$1,696,737

		Indirect Expenses

		Reservations and GDS Expenses		$19,345		$38,560		$57,905

		Marketing		$5,000		$5,000		$10,000

		Station and Departure Expenses		$112,890		$225,016		$337,906

		Capacity (ASM) Related		$44,003		$87,709		$131,712

		Total Indirect Expenses		$181,238		$356,285		$537,523

		Total Operating Expenses		$748,094		$1,486,167		$2,234,261

		Return		$37,405		$74,308		$111,713

		Operating Profit (Loss)		($536,270)		($1,246,064)		($1,782,334)

		Interest Expenses		$26,450		$52,721		$79,171

		Compensation Required		$562,720		$1,298,784		$1,861,504

		Subsidy per Departure		$470		$1,084

		Subsidy per Passenger		$197
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