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The Metropolitan Nashville Airport Authority (MNAA) has reviewed all of the comments filed by other parties in this proceeding and has found that none expresses the particular views of Nashville International Airport – an airport that will be directly affected by the implementation of market-based pricing rules, but that will neither directly collect nor pay the new access fees.   We, therefore, are filing these comments at this time so that the Department will have a complete record of all viewpoints when it makes its decision on the very important questions at issue.

The Authority believes that implementation of market-based pricing rules to alleviate congestion and delay in air transportation could result in both benefits and detriments to the air service which Nashville receives.  Most importantly we believe that unless properly formulated, implementation of market-based pricing rules could impede the airport’s achievement of its air service development goals and could thereby have a potentially severe adverse impact not only on the airport, but also on the broader community and on the entire Middle Tennessee region.  On balance, Nashville supports promulgation of such rules provided they are permissive and provided they permit airport operators flexibility in implementation.

Nashville’s primary concern with the concept of market-based pricing of scarce airport resources is that such rules, if implemented, may prevent it from obtaining new or increased nonstop service to congested destination airports.  However, we also believe that if properly formulated, new regulations could alleviate those concerns.  On the other hand, Nashville could benefit from market-based pricing rules as the recipient of additional service either because competing airports have reached their capacity limit or because airlines choose to serve Nashville rather than pay higher market-based fees at other airports such as Atlanta, Memphis or Cincinnati.  Based upon our evaluation of the problem and available alternative solutions, it is our conclusion that allowing market-based pricing rules would be in the best interests of all concerned stakeholders provided such rules contain the safeguards discussed below.  The most critical aspect of successful adoption of market-based pricing rules will be the inclusion of carefully constructed safeguards.

The comments filed heretofore in this proceeding can be separated into two groups.  The first consists of the interests that support the introduction of market-based pricing for airport access and the second are those that are opposed to it.  The comments filed by both groups of respondents are clearly tailored to advance their specific interests and provide little meaningful analysis of the situation.  None provides any input from interests like Nashville that will neither directly collect nor pay the new access fees, but will, nevertheless, be directly affected by the new rules.

Large airports represented by ACI and by San Francisco strongly favor the adoption of market-based pricing initiatives, except that MWAA seeks to retain the existing regulatory regime for Reagan Washington National Airport.  The large airports argue that because landing fees are a small part of total airline costs, market-based pricing initiatives will have no measurable effect on ticket prices.  While not overtly stating the fact, it seems that the supporters anticipate an opportunity to secure significantly increased revenue from the new pricing regime.

Boeing, the air carriers (individually and through ATA and the Regional Airline Association) and small airports, (represented by AAAE and a number of individual airports) generally oppose the introduction of market pricing. Carriers argue that market pricing will increase costs and the small airports argue that market-based pricing will result in small community service being “priced out” of congested airport markets.  These interests also argue that the focus of efforts to improve airport access should be placed exclusively on increasing the capacity of the airport infrastructure and selected small airports adjacent to congested major airports believe that their facilities can provide the capacity expansion.

Clearly the most effective way of expanding air service at congested airport facilities is to increase the basic capacity available.  Equally clearly, there are facilities where there is no cost effective possibility for the airport capacity to be increased (or for existing capability to used more efficiently) and where maximization of the benefit of the airports to the traveling public can only be optimized by increasing the average number of passengers on aircraft using the facility.  Ultimately this would require that the average size of aircraft operating at those airports be increased.

Those groups who oppose the introduction of market-based pricing for airport access all assume that there will be an unconstrained ability for the airport operator to increase fees.  While that may indeed be one option that is available to the regulatory agency, we believe that new rules could and should preclude that kind of outcome to the regulatory process.  We are aware of other situations across the globe where market based pricing is in effect and where constraints are imposed on the airport operator to limit his ability to impose monopolistic pricing without restraint.  Similar constraints must be included if a new market-based pricing regime is permitted here.  We note also that the carrier opponents of market-based pricing have been able to manage the accounting issues that relate to their services at the overseas airports where landing fees are structured differently than the standard weight-based form used in the U.S.

We believe that it would be appropriate for the airport operator to achieve some increase in gross revenue from the introduction of market-based pricing.  However, we also think that it would be appropriate to require that any revenue gains be applied to specific infrastructure enhancement projects that would enhance the ability of the airport to accommodate increased activity in creative ways.  As an example, we recall that Ransome Airlines installed Microwave Landing System (MLS) equipment in all of its commuter aircraft and, in conjunction with Philadelphia International Airport, was able to operate in a way that minimized the air traffic control and runway resources that were required to support the airline’s operations.  This is one approach that might be used and, given the advances in technologies such as Geographic Positioning Satellite systems, we are certain there are other solutions that could off-load the constrained airport infrastructure without requiring the construction of new runways.

In order to be permitted to levy Passenger Facility Charges (PFC’s), airports must prepare and file with the FAA a Competition Plan that is designed to ensure that the PFC’s are effectively enhancing competition within the air transportation system.  The same planning approval process, perhaps with modifications to address specific issues related to the market-based access fees, could be used to ensure that any increased revenues from those charges are used effectively and achieve the desired results.

Nashville believes, further, that services below a minimum threshold frequency in a market should be exempted from the market-based pricing structure.  Increased fees should be imposed only on operations in markets where the total frequency by each carrier exceeds the threshold frequency level.  In order to avoid a situation where multiple carriers each offered minimal frequency to circumvent the threshold frequency limits, the fee exemption should not apply if the total frequency in a market exceeds a second higher threshold.  This would enable Delta, Northwest and Continental, for example, if they are ultimately allowed to code-share with one another, each to operate a minimum frequency in a market rather than limiting only one of them to offer a full pattern of service.

Such an exemption should also be tied to the operation of aircraft with a defined minimum seating capacity to prevent carriers from using exempted slots in multiple markets as place-holders to artificially inflate their slot requirements. A market–based fee structure should also be tied to the capacity of the aircraft utilized so that a carrier seeking a slot could displace an incumbent based on some measure of the relative public benefits of the alternative uses of the slot.

Our overall assessment is that the introduction of market-based airport access pricing would not compromise the national air transportation system, need not impose excessive new costs and could be used effectively to enhance the overall value of congested airport facilities to the traveling public.  We also believe that the new rules should be applicable only to truly congested facilities and that the rules should include a mechanism to define a congested facility.  Since specific operational constraints vary greatly between airports, we believe that local airport management is best able to devise a pricing structure to most effectively resolve its own specific congestion problems.  Consequently we believe that the implementation of market-based pricing should not be mandated uniformly across the nation, but should be left in the hands of individual airport operators. 
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�  To the extent that it is necessary, request is hereby made to have these late-filed comments received and considered by the Department.
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