
 

 
 

UNITED STATES OF AMERICA 
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OFFICE OF THE SECRETARY 
WASHINGTON, D.C. 

 
                              Issued by the Department of Transportation 

                         on the 24th day of May, 2004 
 
 

 
 
                Docket OST-2002-11450       
 
 
 

 
ORDER SELECTING CARRIER 

AND ESTABLISHING SUBSIDY RATE 
 

Summary 
By this order, the Department is selecting Air Midwest to provide subsidized essential air 
service at Lancaster, Pennsylvania, for a two-year period beginning when the carrier 
implements its full service pattern.  Service is to consist of three nonstop round trips to 
Pittsburgh each weekday and over each weekend period, with 19-seat Beech 1900D 
aircraft, at an annual subsidy of $1,611,707.1 
 
Background  
By Order 2004-3-26, issued March 24, 2004, the Department reestablished Lancaster’s 
eligibility to receive subsidized air service under the Essential Air Service (EAS) 
program, through September 30, 2007.2  That order also requested service proposals from 
all carriers interested in providing EAS at Lancaster to be filed no later than April 29, 
2004.  Only one carrier—Mesa Air Group, Inc., d/b/a Air Midwest—filed a proposal. 
 
Air Midwest’s proposal consists of five service options.  All of its service would be to 
Pittsburgh with 19-seat Beech 1900D aircraft and operated as US Airways Express: 
 

                                                 
1  See Appendix A for a map. 
2  By Order 2002-4-24, the Department found that Lancaster was within 70 miles of the 
Philadelphia airport and, thus, not eligible to receive subsidized EAS.  A legislative change in 
Public Law 108-176, Vision 100--Century of Aviation Reauthorization Act (Vision 100), allows 
communities, such as Lancaster, to request that the Department review its earlier decisions to 
terminate subsidy eligibility based on a “most commonly traveled” standard.  See Order 2004-3-
26 for a complete discussion of Lancaster’s reinstatement. 
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Option 1   $2,263,522 per year for 5 round trips (4 nonstop, 1 one-stop) each weekday 
and weekend period. 
 
Option 2   $1,995,553 per year for 4 round trips (3 nonstop, 1 one-stop) each weekday 
and weekend period. 
 
Option 3   $1,611,707 per year for 3 nonstop round trips each weekday and weekend 
period. 
 
Option 4   $1,446,035 per year for 3 one-stop round trips each weekday and weekend 
period. 
 
Option 5   $2,032,382 per year for 4 nonstop round trips each weekday and weekend 
period. 
     

Community Comments 
In a letter dated May 10, the Lancaster Airport Authority (the Authority) states that it 
supports Air Midwest’s Option 1 or Option 5.  The Authority states that its overall goal is 
to return to profitable, unsubsidized air service as soon as possible and that, to do this, at 
least four nonstop round trips a day to a major hub are required.  The Authority also 
states that Lancaster has in the past been a strong generator of traffic and that demand for 
air service in Lancaster County is growing.  The community will only be eligible for 
subsidized air service until September 30, 2007, the Authority points out, and with such a 
limited amount of time available, at least four nonstop round trips a day will provide a 
real opportunity to succeed and return the community’s air service to profitability. 
 
Decision 
After careful consideration of this matter, including the comments submitted by the 
Lancaster Airport Authority, we have decided to select Air Midwest’s three-nonstop-
round-trips-a-day option (option 3), and we will establish a subsidy $1,611,707 per year 
for two years.  We find that the subsidy requested is reasonable for the level of service to 
be provided. 
 
The core objective of the EAS program is to ensure that eligible communities maintain a 
link to a nearby hub airport that provides access to the nation’s air transportation system.  
As a result, in Order 2004-3-26, we requested proposals for two or three round trips a 
day.  Air Midwest’s submission of one five-round-trip proposal and two four-round-trip 
proposals was not responsive to our request.  Between the remaining nonstop and one-
stop options, we have decided to select the one offering Lancaster nonstop service to the 
hub as a better test of the community’s ability to generate and maintain sufficient traffic 
to ensure a viable air service.  Air Midwest’s three-round-trip nonstop option easily 
provides enough capacity to accommodate Lancaster’s historical traffic.  During the three 
years from 2000-2002, Lancaster averaged 37, 42 and 29 enplanements per day, and Air 
Midwest will be providing 57 seats a day in each direction.  Moreover, Air Midwest is 
projecting only seven passengers per flight, leaving ample room for traffic growth.   
 



 

 

3 
 

 

Air Midwest has pledged to the Lancaster community that, if either the four or five 
nonstop round trip options are selected, it would pay up to 50 percent of the local 
marketing campaign costs.  We encourage such joint arrangements because the ultimate 
success of Lancaster’s air service depends on the community and the air carrier working 
closely together.  We urge the parties to agree to have this sharing of marketing cost 
extended to the three-round-trip option we are selecting here. 
 
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.  We last found Air Midwest fit to provide scheduled passenger 
service as a certificated air carrier by Order 2004-3-25, when we selected it to 
provide essential air service at Athens, Georgia.  The Department has 
routinely monitored the carrier’s continuing fitness.  No information has come 
to our attention that would lead us to conclude that Air Midwest does not 
continue to be fit.  The Federal Aviation Administration states that it knows of 
no reason to question the carrier’s fitness.  We therefore conclude that Air 
Midwest remains fit to conduct the operations proposed here. 
 
This order is issued under authority delegated in 49 CFR 1.56a(f). 
 
ACCORDINGLY, 
 
1.  The Department selects Mesa Air Group, Inc., d/b/a Air Midwest, to 
provide essential air service at Lancaster, Pennsylvania, as described in 
Appendix B, for the period beginning on the date the carrier inaugurates 
service at the community, through the end of the 24th month thereafter; 
 
2.  The Department sets the final rate of compensation for Mesa Air Group, Inc., 
d/b/a Air Midwest, for the provision of essential air service Lancaster, 
Pennsylvania, as described in Appendix B, for the period set forth in ordering 
paragraph (1), payable as follows:  for each calendar 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 arrivals and departures performed during the 
month by $896.89;3 
 
3.  We direct Mesa Air Group, Inc., d/b/a Air Midwest, 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.  
                                                 
3   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, revision of this rate 
may be required. 
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The carrier may forfeit its compensation for any claim that is not supported 
under the terms of this order; 
 
4.  We find that Mesa Air Group, Inc., d/b/a Air Midwest, continues to be fit, 
willing and able to operate as a certificated air carrier and capable of 
providing reliable essential air service at Lancaster, Pennsylvania; 
 
5.  Docket OST 2002-11450 shall 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 
Lancaster, the Lancaster Airport Authority, the Governor of Pennsylvania, and 
Mesa Air Group. 
 
By: 
 
 
 

KARAN K. BHATIA 
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 4   

 
 

                                                 
4   Click on “Simple Search” and enter “11450” in the space provided for the docket number. 
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AIR MIDWEST 
ESSENTIAL AIR SERVICE TO BE PROVIDED AT 

LANCASTER, PENNSYLVANIA 
 
 

Effective Period: Date of inauguration of service through the end of the 24th 
month thereafter 

 
Service: Three nonstop round trips each weekday and over each 

weekend period to Pittsburgh 
  
Aircraft:    Beech 1900D (19 passenger seats) 
 
Timing of Flights:  Flights must be well timed and well spaced to ensure full  
      compensation. 
 
Subsidy Rate:   Per year - $1,611,707 
 
      Per arrival from or departure to Pittsburgh - $896.89 1 
 
Weekly 
Compensation Ceiling: $32,288.04 2 
 

                                                 
1   Annual compensation of $1,611,707, divided by the number of arrivals and departures 
estimated to be performed annually (1,797), calculated by multiplying 36 arrivals and departures 
each week times 52 weeks—and multiplying further by 96 percent completion. 
2   The subsidy rate for each arrival/departure ($896.89) multiplied by the number of scheduled 
subsidy-eligible flights per week (36). 
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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 parities 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. 

 


