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	      Order:  2007-10-6

	Served:  October 10, 2007





         UNITED STATES OF AMERICA

   DEPARTMENT OF TRANSPORTATION

           OFFICE OF THE SECRETARY

                  WASHINGTON, D.C.

Issued by the Department of Transportation

	on the 4th day of October, 2007


Essential Air Service at

CENTRAL, ALASKA
CIRCLE, ALASKA

under 49 U.S.C. 41731 et seq.
Docket OST-1998-3621
ORDER RESELECTING CARRIER

Summary

By this order, the Department is reselecting Warbelow’s Air Ventures, Inc. (Warbelow’s), to provide subsidized essential air service (EAS) at Central and Circle, Alaska, at an annual subsidy rate of $171,223 for the period of December 1, 2007, through November 30, 2009.  (See Appendix A for a map.)

Background

By Order 2005-9-19, September 22, 2005, the Department reselected Warbelow’s to provide subsidized EAS at Central and Circle, through November 30, 2007.  Under that order, Warbelow’s provides five round trips each week over a Fairbanks-Central-Circle-Fairbanks routing, utilizing 8-seat Piper Navajo aircraft, for an annual subsidy rate of $124,841.

In anticipation of the end of the rate term, the Department issued Order 2007-6-9 on June 13, 2007, soliciting proposals to provide efficient EAS, with subsidy support if necessary, at Central and Circle.

Based on historical traffic and service levels, proposals were expected to consist of service, at a minimum, with small aircraft (e.g., those with 6-8 seats) and offering five round trips a week between each community and Fairbanks or any other suitable hub.  Further, flights meeting essential air service guidelines at Alaskan communities must provide sufficient capacity to accommodate both cargo and passenger demand.

Such service is generally consistent with what the communities currently receive, and fully satisfies their essential air service requirements.  The Department encouraged proposals that met these requirements in an efficient manner.

Proposal of Warbelow’s
Warbelow’s submitted the only proposal to provide EAS at Central and Circle for a new two-year rate term.  The carrier proposes to continue its historical service pattern of five round trips each week over a Fairbanks-Central-Circle-Fairbanks routing, utilizing 8-seat Piper Navajo aircraft, for an annual subsidy rate of $171,223, an increase of approximately $46,400 over the EAS contract now in effect.  The carrier states that the increase in the proposed subsidy from its current rate of $124,841 is due primarily to the significant increase in costs in virtually all areas as well as decreases in total traffic and mail rates.
Community Comments

The Department’s usual practice before selecting a carrier is to request comments from the State and community on the carrier-selection decision.  On July 30, the Department sent letters to the Alaska Department of Transportation & Public Facilities (DOT & PF) and Circle Native Village Council summarizing Warbelow’s proposal, and requesting their comments on the carrier selection decision.  DOT & PF provided the Department with the telephone numbers of several local residents.  The foreman of the State road camp has characterized Warbelow’s service as good and reliable.  He supports the reselection of Warbelow’s.  We received no other input from the community.
Decision

Warbelow’s has successfully served Central and Circle for several years and continues to provide the communities with reliable EAS.  To the extent that we received any comments from the community, there was support for the reselection of Warbelow’s.  We find that both the service and subsidy levels are reasonable.  Therefore, we will reselect Warbelow’s for an additional two-year period, from December 1, 2007 through November 30, 2009, to provide five round trips each week over a Fairbanks-Central-Circle-Fairbanks routing, utilizing 8-seat Piper Navajo aircraft, for an annual subsidy rate of $171,223.
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 compensate it for essential air service.  Warbelow’s is a certificated air carrier and has operated successfully for a number of years.  We last reviewed the fitness of Warbelow’s when we selected it to provide essential air service at Manley and Minto Hot Springs, Alaska, in Order 2006-7-4 on July 5, 2006.  Warbelow’s remains subject to the Department’s continuing fitness monitoring. No information has come to our attention that would lead us to conclude that Warbelow’s does not continue to be fit.  The Federal Aviation Administration states that it knows of no reason to question Warbelow’s fitness.  We therefore conclude that the carrier remains fit to conduct the operations proposed here.
This order is issued under authority delegated in 49 CFR 1.56a (f).

ACCORDINGLY,
1.  We reselect Warbelow’s Air Ventures, Inc., to provide essential air service at Central and Circle, Alaska, as described in Appendix B, for the period from December 1, 2007, through November  30, 2009;

2.  The Department sets the final rate of compensation for Warbelow’s Air Ventures Inc., for the provision of essential air service at Central and Circle, Alaska, as described in Appendix B, for the period from December 1, 2007, through November 30, 2009, 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 C, and shall be determined by multiplying the subsidy-eligible arrivals and departures completed during the month by $164.64
;
3.  The Department directs Warbelow’s Air Ventures Inc., 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 its 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 comes first.  Copies of flight logs for aircraft sold or disposed of must be retained.  The carrier may forfeit its compensation for any claim that is not supported under the terms of this order;

4.  We find that Warbelow’s Air Ventures, Inc., continues to be fit, willing and able to operate as a certificated air carrier and capable of providing reliable essential air service at Central and Circle, Alaska;

5.  This Docket will remain open until further order of the Department; and

6.  Docket Operations will serve copies of this order on the parties listed in Appendix D.

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/
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Warbelow’s Air Ventures, Inc.
Proposal To Provide Essential Air Service at Central and Circle, Alaska
Calculation of Compensation Requirement
	Block Hours:
	
	988
	
	5 trips/wk
	

	Aircraft Type:
	
	Piper Navajo
	8 seats
	

	
	
	
	
	
	
	

	Routing:
	Fairbanks > Central > Circle > Fairbanks
	

	
	
	
	
	
	
	

	Passenger Revenue
	Pax
	
	Fare
	Totals

	Central
	
	
	64
	
	97.00
	6,208.00

	Circle
	
	
	760
	
	99.00
	75,240.00

	Passenger Total
	
	
	
	
	81,448.00

	
	
	
	
	
	
	

	Cargo Revenue
	
	Pounds
	
	Rate
	

	Central
	
	
	13300
	
	0.45
	5,985.00

	Circle
	
	
	19809
	
	0.51
	10,102.59

	Cargo Total
	
	
	
	
	16,087.59

	
	
	
	
	
	
	

	Mail Revenue
	
	Pounds
	
	
	

	Central
	
	
	83749
	
	
	76,062.68

	Circle
	
	
	55228
	
	
	58,519.41

	Mail Total
	
	
	
	
	
	134,582.10

	
	
	
	
	
	
	

	Total Revenue
	
	
	
	
	$232,117.69

	
	
	
	
	
	
	

	Direct Expense 
	
	
	
	
	

	Pilot & Co-pilot
	
	76.74
	
	
	75819.12

	Fuel & Oil
	
	
	121.62
	
	
	120160.56

	Other 
	
	
	18.81
	
	
	18584.28

	Maintenance
	
	194.61
	
	
	192274.68

	Depreciation/Rental
	
	20.68
	
	
	20431.84

	Total Direct Expense
	
	
	
	427270.48

	
	
	
	
	
	
	

	Indirect Expense
	
	
	
	
	119933.32

	
	
	
	
	
	
	

	Total Operating Cost
	
	
	
	547203.80

	Profit Element @ 5% of TOC
	
	
	
	27360.19

	Total Economic Cost
	
	
	
	$574,563.99

	
	
	
	
	
	
	

	Subsidy need at 100% Completion
	
	2yr subsidy
	$342,446.30

	
	
	
	
	
	1yr subsidy
	$171,223.15


Warbelow’s Air Ventures, Inc.
Provision of Essential Air Service at Cental and Circle, Alaska
Summary of Service To Be Provided
	Effective Period:
	December 1, 2007 through November 30, 2009.

	Scheduled Service: 
	Five weekly round trips routed Fairbanks-Central-Circle-Fairbanks

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

	Aircraft type:  
	Piper Navajo (8 passenger seats).

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

	Annual compensation:  
	$171,223
This rate assumes an annual completion factor of 100 percent.  A compensation ceiling is to be applied per calendar week such that service above that ceiling in one week cannot make up for service shortfalls in another week.

	Subsidy Rate per Flight: 
	$164.64
 per arrival from or departure to Fairbanks
Note:  If the carrier substitutes a smaller aircraft, the subsidy rate per arrival or departure from Central or Circle will be prorated.  For example, if Warbelow’s substituted a 5-seater, it would receive 5/8ths or $102.90.  If such substitution is made, it must be noted on the carrier’s monthly claim form submitted to the Department.

	Weekly Compensation Ceiling:
	$3,292.80



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.

Funds are not currently available for performance under this Order beyond September 30, 2007.  The Government’s obligation for performance under this Order beyond September 30, 2007, is contingent upon the availability of appropriated funds from which payment for services can be made.  No legal liability on the part of the Government for any payment may arise for performance under this Order beyond September 30, 2007, until funds are made available to the Department for performance.  If funds are not made available for performance beyond September 30, 2007, the Carrier will receive notice in writing from the Department.
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.
SERVICE LIST
Ms. Rebecca J. Cronkhite
Statewide Aviation Planner
State of Alaska
Department of Transportation and Public Facilities
4111 Aviation Avenue
P.O. Box 196900
Anchorage, Alaska 99519

Ms. Margaret Henry-John

First Chief

Circle Native Village Council (IRA) 

P.O. Box 89

Circle, Alaska  99733
Mr. Art Warbelow

President

Warbelow’s Ai Ventures, Inc.

PO Box 60649

Fairbanks, Alaska  99706
� This rate assumes the use of the aircraft designated.  If the carrier report a signigficant number of aircraft substitutions, revision of this rate may be required.


� $171,223 divided by 1,040 annual departures:  4 arrivals/departures per trip x 5 trips per week x 52 weeks x 1 (completion factor) = 1,040.


� 20 weekly arrivals and departures multiplied by $164.64 per flight.
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