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March 13, 2004

OBJECTIONS OF LARRY’S FLYING SERVICE, INC. TO 

ORDER 2004-2-12 AND REQUEST TO WITHDRAW ORDER 
It was interesting to note that the publication of this order to the carriers took place on Friday the 13th!  
Larry’s Flying Service, Inc. objects to order 2004-2-12 which establishes a new line-haul rate for Alaska carriers who provide 121 service for carriage of bush mail.  We request that the Order be withdrawn until such time as a reasonable rate can be established and the data which produces it confirmed to be accurate. We object to this order on several fronts and also add a few observations regarding the implementation of RSIA as it currently exists.

1.  The data which produced this new line-haul rate is markedly flawed.

2.  One flight per week with a 121 aircraft is not sufficient for changing the structure of an entire market.

3.  No time limit has been established for any adjustments in this rate and any future adjustments are not retroactive.

4.   The implementation of this rate will lead to a deterioration in service and lack of motivation to upgrade to 121.

5..  RSIA was written with bypass in mind and all mail has been placed  into the categories defined by this law.

1.  The data which produced this new line-haul rate is markedly flawed.  

At the Postal and DOT meeting held at the Air Carriers convention in Fairbanks on March 3, 2004 there was a great deal of discussion regarding the rate established and the origin of the data which produced it.  Discussion showed that there were several costs included in the rate which had no business being there and which corrupted the rate to the point of being almost meaningless.  We have never thought of a flight on Frontier between Fairbanks and Anchorage as a “bush flight”.  Apparently that data was included.  It became obvious that all costs for any carrier currently flying a 121 aircraft anywhere were pooled regardless of whether the service was bush, mainline or anything else.   DOT has always been very picky about inclusion of proper costs....it appears this time everything flown in a 121 aircraft was just thrown in and a rate allowed to surface regardless of the merits or type data which produced it.  It is ludicrous to watch a bush rate go from $11.16 down to $4.53 while insurance costs have escalated, wages and benefits have increased drastically and fuel has gone out of sight.  A 59% drop in the rate under these circumstances makes absolutely no sense.  The only source of agreement at this meeting was that the data that produced this rate was indeed flawed and the discussion then evolved to address how long it would take to get it fixed.  We were assured it would be done “as soon as possible”.

2.  One flight per week with a 121 aircraft is not sufficient for changing the structure of an entire market.

The order states that as long as one (1) 121 flight operated round trip on the O&D pair the rate would prevail. It would be very interesting to see what would happen if this flight were the only one that operated at all on the route for a week or two!  Fort Yukon probably has 100 flights a week or perhaps more.   If as is required by this order 1% of these flights are operated with a 121 aircraft then 99% of the flights are being under-compensated and 99% of the flights are allegedly “less safe” than those operated under 121.  The whole situation is ridiculous!  To change the entire structure of a market because one carrier files for one 121 aircraft on that route for one flight a week defies all sense of reason.

3.  No time limit has been established for any adjustments in this rate and any future adjustments are not retroactive.

It was suggested and discussed that the time between when this order was issued and when this rate is readjusted be kept to an absolute minimum.  We did hear that the plans include establishing a 135 rate and a water rate before any adjustment is made to the 121 rate.   We all know that this takes time....lots of time...all kinds of time....time none of us have to spare..... Meanwhile the 121 rate which as was agreed  is too low is being paid to 121 carriers and the same rate is being paid to any of us 135 carriers who chose to equalize to this rate in order to keep some of our mail.  It was suggested that we have all already been “overpaid” and that this time would make up for that.   Those of us flying 135 still have the same and higher costs than we have ever had. We have been compensated fairly (assuming we were paid for everything we did and were paid at the right rate) but we have been by no means overpaid.  Our costs have risen and the (135) rate has not been adjusted  in a long time.  To pay the bulk of us all at a lower rate when it is required that only one 121 flight a week be required for compensation at this lower rate is an outrage.

4.   The implementation of this rate will lead to a deterioration in service and lack of motivation to upgrade to 121.

Some of the121 carriers at the meeting in Fairbanks that since the rate is so low and their costs so high there is no way they can fly an extra section in the carriage of mail. One indicated that his line-haul costs are over $8.00 a ton mile when he will receive less than $5.00 at this new rate.  This rate could well lead to the reverse of the purpose of RSIA–a deterioration in service and total lack of  motivation for transition to 121 for those of us who have not yet upgraded.  Why “upgrade” to increase the volume of mail paid at a lower rate???

5..  RSIA was written with bypass in mind and all mail has been placed  into the categories defined by this law.

Although this subject is not directly part of order 2004-2-12 we have taken note of the fact that RSIA never addressed in-house non-priority mail....the subject was never mentioned anywhere in the law.

In the past in dealing with legal issues we have always found that “past practice” prevailed unless legislation changed it.  “Past practice” regarding in-house priority mail has been equitable tender for all parties in a market and this carrier cannot see where RSIA made any change in that whatever.  RSIA merely said “bypass mail”, not priority or in-house non-priority mail.  We did discuss this with postal officials and their take on the issue was that since it was not addressed it was assumed that either it was to be treated the same way or that it was left out purposely so that the postal service could do whatever it wanted with this large volume of mail.  As we have mentioned several times before the time is coming when the service to the Postal Service will deteriorate from lack of competition and probably lack of aircraft on the part of the rewarded carriers.   Areas with little or no service (121 incapable) will multiply. Retention of in-house non-priority mail would keep a few die-hards in the markets to help pick up the pieces, preserve the quality of the mail, and might very well save the smaller villages which will suffer from lack of any service as the demise of 135 carriers escalates.  We would request that DOT visit this issue as soon as possible.

Summary:
The rate which surfaced in this order is by everyone’s agreement flawed.  Any adjustments to it will not be retroactive and as we all know any legal issues can be delayed by anyone for months.  The postal service has no impetus to see that any adjustment is made to this rate due to its tremendous savings under it and the carriers’ hands are tied waiting for something to be done by DOT to address this issue.  The requirement for one (1) flight to be placed in a market to change the structure of the market completely makes absolutely no sense.  We do not believe that it was ever the intent of RSIA to have only one(1) flight operating on any route under this scenario. Compensation derived from participation in this reduced rate will do little to stimulate the original purpose of RSIA–that of extending 121 service to the areas capable of accommodating it.  Since the whole situation is as flawed as it appears it is it makes far more sense to withdraw this order and revisit the issue.

Another area which concerns us is the fact that we all equalized to this rate in order to protect whatever is left of the mail on these routes but the fact that the number of objections seems less than what would be expected.   At the convention EVERYONE (large and small) appeared to be  surprised, disgusted and somewhat horrified at this rate and effects it would have on revenues and routes.  It appears to this carrier that there may be one of two reasons for the small number of objections to date ... either  1).  most of us do not totally understand exactly how these rates are constructed ( and hesitate to look like idiots in protesting it!)  or 2) some of us have simply thrown up our hands in despair.  We would hate to see DOT assume we were collectively pleased and satisfied with these changes due to our apparent complacency. The rate is flawed....we all know it’s flawed...... and therein lay the one area of agreement at this meeting.
The other area we feel needs to be visited is that of the in-house non-priority mail.  It was never addressed in RSIA and was apparently legislated by the postal service without (as far as we know) the blessing of DOT.  There is a great deal of compensation and carrier stability involved here as well as the survival of service in the smaller areas and we feel that the legalities of the method of tender of this mail should be investigated.

We appreciate the opportunity to comment on this Order and request that it be withdrawn in its present form in order to prevent further damage to this system.

Thank you.

Respectfully submitted,


Secretary Treasurer

