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	Order 2007-4-8

	Served: April 11, 2007





         UNITED STATES OF AMERICA

   DEPARTMENT OF TRANSPORTATION

           OFFICE OF THE SECRETARY

                  WASHINGTON, D.C.

Issued by the Department of Transportation

	on the  6th day of April, 2007 


	Essential Air Service at
	

	
	

	VICTORIA, TEXAS
	Docket OST-2005-20454

	
	

	under 49 U.S.C. 41731 et seq.
	


ORDER SELECTING CARRIER

AND ESTABLISHING SUBSIDY RATE

Summary

By this order, the Department is selecting Colgan Air, Inc., d/b/a Continental Connection (Colgan), to continue providing essential air service (EAS) at Victoria consisting of 12 weekly nonstop round trips to Houston with 34-seat Saab 340B turboprop aircraft for an annual subsidy of $610,049.  (See Appendix A for an area map.)
Background

By Order 2005-5-2, the Department selected Colgan to provide EAS at Victoria, for the two-year period ending June 30, 2007.  Subsidy was set at an annual rate of $510,185 for two round trips on weekdays and weekends to Houston with 34-seat Saab 340B turboprop aircraft.  As the end of that two-year contract period was approaching, the Department issued Order 2007-2-3 on February 1, 2007, requesting proposals for a new two-year period beginning July 1, 2007, with or without subsidy.  In response to our request, we received a single proposal from Colgan.
Proposal
Colgan has proposed to continue to serve Victoria as Continental Connection, a code-share partner of Continental Airlines.  Colgan’s proposal indicates that it would also continue its current service of 12 nonstop round trips to Houston with 34-seat Saab 340B aircraft for an annual subsidy of $610, 049.
Colgan states that its operations as Continental Connection “will allow for connections to all Continental Airlines flights via their Houston hub,” and that the timing of its flights are “optimized . . . to maximize connecting options with the Continental Airlines route system at Houston . . .”  We note that on January 18, 2007, Colgan was sold to Pinnacle Airlines Corp, d/b/a Northwest Airlink.  We understand that no immediate changes are expected in the management or operations of Colgan.  Thus, while Colgan’s service at Victoria is fixed in terms of the annual subsidy amount and frequency of service until the end of the new contract term, June 30, 2009, the carrier could request to make minor service adjustments during the contract term.  We would, of course, consult with the community in that event.
Community Comments

By letter dated March 12, 2007, we solicited comments from Victoria regarding Colgan’s proposal.  In response to our request, we received a joint letter from the Victoria Regional Airport and the City and County of Victoria.  The letter from the community is very critical of Colgan’s current and proposed schedule, stating, “The current Victoria scheduled service is simply unusable for business travel [as it does not provide an early morning departure and late evening arrival].”  The letter also states that the community finds “this situation completely unacceptable and detrimental to the Victoria region’s economic growth and well being.”  In addition, the letter indicates that the community has previously asked Continental Airlines to restore Colgan’s early morning departure and late evening arrival, and the letter renews a previous offer made by the community “to provide its own funds to risk abate the re-instatement . . . of a third round trip in the market.”  The letter concludes by stating that the community is “prepared to work very hard with Continental and Colgan to ensure that a proper, business travel oriented air service, is profitable for both carriers.”
Decision 

After carefully reviewing Colgan’s proposal and the community’s comments, we have decided to re-select Colgan to provide EAS at Victoria for a new two-year term.  This case is very straightforward: Colgan is the only applicant, it submitted only one proposal, Colgan’s proposed service and subsidy levels are reasonable, and the carrier is well-established with a long history of providing reliable service in the EAS program.  We do note, though, that the community has indicated that passenger levels have dropped since Colgan changed its schedule in March 2006.  Colgan’s proposed schedule provides a morning round trip, but the flight originates at Houston rather than at Victoria as the community prefers.  In the afternoon, the flight is also routed Houston – Victoria – Houston.  We note, as the community mentions in their letter, that we intervened with Continental previously, and, in response, the carrier improved the schedule by moving the second round trip to later in the afternoon.  While we realize that the schedule still does not meet all the community’s expectations, we believe that the timing of the flights, as currently operated, is sufficient to satisfy the requirements of essential air service.  Nonetheless, we encourage Colgan and Continental to reexamine the schedule in concert with the community to see if any further improvements can be made.
We shall make this selection of Colgan contingent upon the Department’s receiving properly executed certifications from the carrier that it continues to comply with the Department’s regulations regarding drug-free workplaces, non-discrimination, and lobbying activities.
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.  Colgan was most recently found fit to provide scheduled passenger service by Order 2007-2-17, February 16, 2007, selecting it to provide EAS at Altoona and Johnstown, Pennsylvania.  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 FAA 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 Colgan is fit.  Based on the above, we find that Colgan 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 Colgan Air, Inc., d/b/a Continental Connection, to provide essential air service at Victoria, Texas, as described in Appendix B, for the two-year period beginning July 1, 2007;

2. We set the final rate of compensation for Colgan Air, Inc., d/b/a Continental Connection, for the provision of essential air service at Victoria, Texas, as described in Appendix B, for the two-year period beginning June 1, 2007, payable as follows: for each month during which essential air service is provided, the amount of compensation shall be subject to the weekly ceiling set forth in Appendix B and shall be determined by multiplying the subsidy-eligible flights completed during the month to and from Houston Bush Intercontinental Airport by $501.27

3. We direct Colgan Air, Inc., d/b/a Continental Connection, 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 compensation for any claims that are not supported under the terms of this order;
4. We find that Colgan Air, Inc., d/b/a Continental Connection, is fit, willing, and able to provide reliable essential air service at Victoria, Texas;
5. This docket will remain open until further order of the Department; and

6. We will serve a copy of this order on the mayor and airport manager of Victoria, Texas, the Governor of Texas, the Division of Aviation of the Texas Department of Transportation, and Colgan Air, Inc., d/b/a Continental Connection.
By:

MICHAEL W. REYNOLDS
Deputy 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
Appendix A
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Appendix B

Colgan Air, Inc., d/b/a Continental Connection
Essential Air Service at Victoria, Texas
	Effective period:  
	July 1, 2007, through June 30, 2009.

	Service:  
	Two nonstop round trips each weekday and weekend (12 weekly round trips) to Houston Bush Intercontinental Airport.

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

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

	Aircraft type:  
	Saab 340 (34 passenger seats).

	Subsidy Rate per Flight:
	$501.27


	Weekly Compensation Ceiling:
	$12,030.481


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 parties 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.
All claims for payment must be submitted within 60 days of the last day of service provided under this order.

� See Appendix B for the calculation of this rate, which assumes the use of the aircraft designated.  If the carrier reports a significant number of aircraft substitutions, a revision of this rate may be required.





� Annual subsidy $610,049 divided by 1,217 one-way completed flights [24 (one-way) flights * 52 weeks * a 97.5% completion factor = 1,217 flights].  Twenty-four flights per week * $501.27 = $12,030.48
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