BEFORE THE

U.S. DEPARTMENT OF TRANSPORTATION

OFFICE OF THE SECRETARY

WASHINGTON, D.C.

______________________________

In RE:





)

Final Rule




) Docket OST-2001-10885







)

Procedures for Compensation
)

  of Air Carriers



)








)

______________________________)

Comments of the 

NATIONAL AIR CARRIER ASSOCIATION, Inc.

With Regard To The Rule

On

PROCEDURES FOR COMPENSATION OF AIR CARRIERS





Ronald N. Priddy





President





National Air Carrier Association, Inc.





910 17th Street, N.W., Suite 800





Washington, D.C. 20006

NOVEMBER 12, 2001

BEFORE THE

U.S. DEPARTMENT OF TRANSPORTATION

OFFICE OF THE SECRETARY

WASHINGTON, D.C.

______________________________

In RE:




)

Final Rule



) Docket OST-2001-10885






)

Procedures for Compensation
)

  of Air Carriers


)







)

______________________________)

Comments of the 

NATIONAL AIR CARRIER ASSOCIATION, Inc.

With Regard To The Rule

On

PROCEDURES FOR COMPENSATION OF AIR CARRIERS

The National Air Carrier Association respectfully submits the following comments on behalf of its member air carriers
.

The referenced final rule requests certain forecast data that is generally only available prospectively in scheduled air transportation.  Thus we request that the Department consider the following information in reviewing applications for compensation filed by charter and all-cargo air carriers.

Parts 2 and 4 of Form 330-A request certain operational data that most charter air carriers do not use in the ordinary course of business forecasting.  For example, forecast available seat miles (ASM’s) and Revenue Passenger Miles (RPM’s) are tools that are consistent with forecasts for scheduled air carriers, but are not useful in forecasting charter business.  Scheduled airlines forecast, manage, and measure their performance against the revenue they generate by each seat filled by a paying passenger and the cost to provide that seat.

Charter air carriers predominantly sell only full planeload charter flights to tour operators, cruise lines and the Department of Defense who, in turn, pay for the whole airplane by the block hour or, in the case of the military, through a uniform rate making process applicable for all of the seats on the aircraft.  

Naturally, ASM and RPM data are maintained and reported as historical data, but only in retrospect.  Load Factor is also known only in retrospect, but is not useful in charter revenue forecasting.  The risk of filling the entire aircraft is that of the charterer.  The air carrier establishes a block-hour price that assumes the load factor will be 100%. 

Other requested data that is basic to scheduled carrier economics -- volume, revenue and cost information related to individual passengers -- is likewise not relevant to charter economics.  The same is true for Break Even Load Factor, Average Length of Passenger Haul, Departures Planned, Average Passenger Fares, and Passenger Revenue Yield per RPM.  These, too, are only available in retrospect for the charter carrier, not prospectively.  

Using block hours, a charter air carrier can forecast trip length using block speeds established for each fleet type.  Also, block hour costs vary depending upon length of trip and trip destination.  For example, longer trips generally have a lower block hour cost than do shorter trips, because there is less time spent on the ground.

Charter revenue forecasts are thus based on aircraft utilization.  Utilization is simply the number of block hours that we expect to operate with each aircraft each month.  The forecast units then become revenue per block hour and cost per block hour, not ASMs and RPMs.

Also, we respectfully request that the Department modify its policy to not pay the air carrier operating the ASMs, RPMs and RTMs flown in wet lease operations (ACMI).  The requirement to have the lessee (entity assuming the economic risk) is now recognized as archaic.  The Department has recently issued a Notice of Proposed Rulemaking (DOCKET OST-98-4043) that would recognize that joint-service operations, including wet leases, should be reported by the operating carrier.  There is no lack of solid proof (“sworn financial statements or other appropriate data”) that the operating air carriers actually flew the revenue passenger miles and revenue ton-miles in wet lease or substitute service in August or the Second quarter, and that the carrier had similar services forecast in its operating plan for the period in question.  

Joint-service arrangements have been proliferating for more than 10 years and have become a valuable and important facet of domestic and international air transportation.  In not paying the operating carrier for this facet of air transportation, the Department is penalizing the operating carriers at a time when many of those joint-service arrangements are being cancelled or suspended.

The language of P.L. 107-42 clearly supports paying the compensation to the operating carrier.

Respectfully Submitted,

Ronald N. Priddy

President

National Air Carrier Association, Inc.

Date:  November 12, 2001 

� Air Transport International, American Trans Air, Champion Air, Falcon Air Express, Gemini Air Cargo, Miami Air International, North American Airlines, Omni Air International, Ryan International Airlines, and World Airways.





