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Cape Smythe Air Service, Inc. (Cape Smythe) hereby answers the request for a 40% emergency rate increase for Part 121 linehaul rates requested by Frontier Flying Service, Inc. (Frontier) posted in Docket 14694 on January 18, 2005.  

Cape Smythe agrees with the implicit justification of Frontier’s request, and that is that Part 121 linehaul rates are simply too low to support service with Part 121 aircraft.  Cape Smythe has had interest at one time in transitioning to Part 121 operations, and has operated twin turbine aircraft with a maximum seating capacity of greater than ten passengers capable of Part 121 operations. Cape Smythe went so far as to enter into preliminary agreements with aircraft manufacturers to purchase larger Part 121 aircraft.  The basic problem with all of our attempts is that the current Part 121 mail rates are simply too low to support the use of Part 121 aircraft.  Cape Smythe can’t agree with some of the conditions Frontier wishes to apply to the 40% increase, but subject to the conditions outlined below, Cape Smythe supports the request of Frontier.

Mileage Limits
Frontier writes its application so that it would apply only to Frontier and not other Part 121 carriers.  According to its request, Frontier would limit the application of the rates to city pairs more than 50 miles apart or less than 530 miles.  While it states that it has no reason to believe that rates in the excluded markets justify the increase, they also provide no justification why the rates are inapplicable to the excluded markets.  The point is that the Part 121 linehaul rates are too low, and the Department has determined what it believes to be a correct mileage taper.  To the extent the rates are too low at 250 miles, they should also be too low at 25 miles or 700 miles.  Cape Smythe opposes the proposed mileage limits requested by Frontier.

Airport Runway Length
All Part 121 rates are based on the application of the same procedures to the data of Part 121 carriers.  The same analysis that led to the Frontier Part 121 linehaul rate was used to determine the STOL rates.  Again, Frontier would limit the application of the rate premium to only routes it serves.  Such an application is unjustly discriminatory, and unfairly favors one carrier in the same industry over all other members.  Cape Smythe requests that any rate premium for Part 121 service apply to all routes and all airports, regardless of length.

Taper Rate
One of the primary problems of the Part 121 is the distance taper applied for the first and only time in Alaska mail rate history.  The taper is not compensatory, and does not accurately reflect the cost changes over varying distances.  Cape Smythe requests that the Part 121 linehaul rates have the rate taper removed, and that all linehaul rates should be based on a flat rate with the application of the 40% premium.

Effect of Waiver Applications on Mail Rates
Frontier argues that the Part 121 rates are too low, and Cape Smythe agrees.  At the same time, Cape Smythe does not want to see the temporary premium paid for Part 121 service used as an excuse for Frontier to extend Part 121 service into markets where it does not already serve, or cannot qualify for bypass mail tender in the passenger pool based on its historic traffic.  The basic point is that the Part 121 rate is too low.  Cape Smythe believes that even the Part 135 rates are too low to cover its costs in Part 135 markets.  The Rural Service Improvement Act encourages provision of service with Part 121 aircraft where the market will support such service.  Cape Smythe requests that the proposed premium apply only to those markets where Frontier operates Part 121 service now, or qualifies for bypass tender in the 70% passenger pool on the basis of its historic traffic. Waivers should only be granted with the concurrence of U.S. Department of Transportation and the U.S Postal Service.  Waivers should only be granted, as stated in the R.S.I.A., only if “the carrier provides substantial passenger or nonmail freight service on the route in the State of Alaska where the carrier seeks tender on nonpriority mail and nonpriority bypass mail.”

Equalization of Rates
Cape Smythe requests that if the rate premium is approved, that the premium rate be viewed as the lowest applicable rate in any Part 121 market.  Cape Smythe directly competes with Frontier in at least three markets where Frontier was allowed to receive mail pursuant to a waiver from the Postal Service.  Cape Smythe would request that a provision be made, that the part 135 rate be paid to the Part 135 operators until the Part 121 Bush carrier attains its 20 % market share of passengers.  

Confidential Treatment
Cape Smythe objects to granting confidential treatment of any data, documents or information filed by Frontier in support of its petition.  All reports and cost data, as well as Orders, are in the public record.  The request of Frontier is not based on any public data or Orders.  Any additional information would be of decisional value and could not be withheld from public scrutiny.  Cape Smythe asks that any information in support of its petition be placed in the public docket being used to support this petition.

Summary
Like Frontier, Cape Smythe believes that the current mail rates are too low and not sufficient to support mail service within Alaska.  Cape Smythe supports the immediate application of a 40% to all Part 121 rates regardless of stage length or airport length.  Cape Smythe also requests that the 40% premium only apply to routes currently served by a Part 121 carrier on the basis of its historic traffic in the passenger pool.  Finally, Cape Smythe requests that all information used by the Department in determining the decision in this case be placed on the public docket and not granted confidential treatment.
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