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Administration

JUN | 5 2001

Mr. Jerry Matsuda, P.E.

Airport Administrator

Department of Transportation
Airports Division

Honolulu International Airport

400 Rodgers Boulevard, Suite 700
Honolulu, HI 96819

Dear Mr. Matsuda:

Thank you for your May 1 reply to our March 19, 2001 review of the State of
Hawaii Department of Transportation Airports Division’s Competition Plan for
Kahului Airport (OGG), requesting additional information and clarification.

“Fhe information you provided was-responsive to our request:-1in light of these
responses, we have determined that your competition plan is in conformity with
the requirements of section 155 of the Wendell H. Ford Aviation Investment and
Reform Act for the 21%' Century (AIR 21), Pub. L. 106-181, April 5, 2000. .
However, we offer some suggestions for your consideration as you implement
and update your plan for the next fiscal year. These suggestions are in addition
to those we provided in our initial response to your competition plan. We have
also identified areas where additional information would be helpful in the first
update to your plan. For your convenience, we have categorized our
suggestions and information requests according to the categories specified in
PGL 00-3.

Availability of gates and related facilities

Thank you for providing copies of the Airport-Airline Lease-Extension
Agreement and the Airports Division’s Administrative Rules.

We note there are 20 gates at OGG; that none are leased; and that the Airports
Division has the final decision on all gate allocations and assignments. Further
it is noted that only some areas within the terminal (ticket counters, airline
offices, airline ramp offices, baggage conveyor systems, baggage makeup and
breakdown, open equipment parking, ramp equipment and operations space,
ramp storage, and one airline VIP lounge) are leased under long-term exclusive
use leases. All remaining similar facilities are rented to non-signatory air
carriers on a month-to-month revocable “permit” basis. To terminate a month-

to-month revocable permit either party must provide a 30-day advance
termination notice.



The Arpons Division is 10 b commended for adopling Masng STENQETENS:
thad prowvac i with B abiity 10 recapiune of reassgn isclibes on short Rolice 1o
BoCOMMoaalS Gniry Of expansion. Howoewer, THe nponse o our Inquiry
CONCAMINgG gate capacity and expansion raises several questions. The
rosponss indcabes the terminal usage i@ al capacity for inber-siand operabions
and averages 1.7 oparatons each day per oversoas gale. The last sentence of
iha reaponss siales, “there is expansion polontial bolh for overseas and b
island oparations al ihe gates being used lof ovarseas operations.” Pleass
provide adddional information on the capacity of the oversoas gates o
accommodale inter-island senice. Specifically, ghven the current fleel mix,

{1} hiow many additional inter-island oparmlions can be accommodated al
owiraans gales; (2) how many addiional ovarseas operations Can be
nocommodniod,; and (3) what is the rate of rade-off between accommodating
inbgr-igland vorsus overseas flights? Alsa, given the past raie of expansion of
sarvice &1 DGG and the current flas! mi, and proections for growth, whan doas
the Alrports Division project that the lack of gate, licket counter, or other
torrminal capacity would force the Airpons Devision 10 deny nequests for aooess
io the Asrpod?

Leasing and subloasing arrangements

Thank you lor sending a copy of the Departmant of Transportation Subloase
Evaluation Policy with your May 1 response 1o our latter,

Tha wilormabion you provided on the leasing and aubleasing policy was
responaive 1o our equest Tor information on the diferent conditions that affect
signatory and non-skgnatory carriers.

In your nosd updaie ploase explain whether the Airpons Divigion has adopled
procedures thal an air camier would lolliow if a dispule conceming acooss,
sublpase fees of terms, of ghound handing senvices arose. For nstance, is
thaes a recognized forum for heanng complainds? What role, if any, do carriers
sarving the mepod Bl in this forum T 15 hens a0 appaal processT How ey N
enirants mace awane of dspute procedunes? Even hough an arpon may e
gales avalable for immeRaie aocess, oul ArporT Prachoes report lound that
entry by lacitated when airport managamon! Assurmnas an active and coninuous
rolé in mandioning gale utiization, asssting ndw antrants ) Securing sublases
of gle shasnng arrangements, and monlonng subleasing agroemants.

in h avvenk that the Airports Dhision has nol adopted dispute resolution
procédunes and policles, we ancouraga you (o do so, Qur Airport Prachicss
repon lound thal new entrants are mon lkaly 1o ba treated faidy if airpons
adopl procoduras 1o resohve dispules DotwWoEn Carmens,



Gate asslgnment policy/common use gales

This reaponEes. 1o the QUESEHNS CONCHMaNG galt assigrment and presnty
assignment were very heiphul i understanding the gate s3:gnment poicy and
oporatons at OGG. However, ihe responss ded not ndicale the cieria or
methodology by which nonsgnatory air camers ane evaluated for forfeiture of
gates whon a signalary air camer requests additional gates. In addition, we ane
concamad that curment policies appear 1o gve a preforonce 1D a signatory
CAarTisT ovd A nonsignatory carmer withoul rogand the relathie inlensity of usage
that each would make of a gale (i.e.. a non-signatony carrer could be requinsd
to forfeil a gate even if the replacement signatory carriar would operate fewer
fights on lhe gala). The FAA would Bke 1o suggest thal the Airpons Devision
consider adjusting the review criteria to include revew ol both signatory and
nor-SIgRAtony air carmer gate usa, Considaralion of signatory gaty use oould
enhancs opportunitios for air camer compalition by permitiing more intensive
uss of anpon laciibes.

In pOdEonN, il & ROl CT how Sl CAIMSNS &N Mmade awane of gale avalahity.
Alhough such nformaton & avadabls upon egues!, we would encourage the
agopbon of a method of sutomancally providing such informaion o all asknes
BOing tha sirport as wel as new entrants hal have oxpressed an interes! n
oparating thom.

The mquirement for three years of either audited financial statements or
Fadaral tax rétusms 10 oblam sagnalony Sialu Appoars 10 axseed industry
practico and could place new eniranis or carigrs with limited prasence al the
airpon at a compative disadvanags with axisting signalory carriers. In
particular, it would appear 1o preciude stan-up carrlens from oblaining signatory
slatus for an exiended period of ime, We sugges! that the Alrports Division
consider lnes burdensome requinemants, Such 48 a reducton in the numiser of
wyonrs for which financial ivlormaton is reguingd of procurement of a payman
Ibond, surety, of ter of credit.

In your Rl updale plesss descnba the Arpoits Deagaon’'s sccomplshments n
WS TS

Financial constraints

Thank you for prosviding the Airport-Airkng Loass Extension Agresment and
pointing out the sections that control the source of revenua for airpon
improvemants, In addition, your responas on exclusive-use terminal charges
was halplul,



Alrport contrels over airside and groundside capacity

Wa understand from the compalilion plan thal you have a "concumence
methodohogy™ clavss in your agreements, which allows signatony aifines 1o
dalay a capital improvernent project for up 10 ona year, You note that this delay
option has never been exercised. However, based on your description, the
clause appears 1o be a form of a majority-in-interest (MI) agreament. Our
Airport Practices report recommended that ainpons ensure that Ml agréements
do not prevent of delay projects that could be beneficial 1o new entrants or other
compelitons. You may wanl fo carefully congider revising the agreement
language 1o gain greater control over control capital develapment on the airpon
when the opporunity presents itself,

Finally, because of the infenes! thal members of the traveling pulblic may have in
airling compelitive iSsues at your airpor. including your policy of @nsuring
reasonable access for new entrant aidines, we encourage you 1o put a copy of
your compatition plan, inchuding this response, on your airpor web page.

W book Toreand 1o reviewing your the lisst update to your competition plan.,

The Secratary i required 1o review the implomentation of the compelition plans
fram fimea-to-time to make sure each coverad airpon successfully implemanis s
plan, In conmectan with our review, we may delenming 1hal site visits 1oone of
mone lecations would be useful. We will notify you should we decide 1o visi
CHEG in connection with Hs compatiton plam,

I you have any questions regarding this letter or the FAA’S review of your plan,
please contact Mr. Barry Molar. Manager, Airports Financial Assistance Division
at (202) 267-3631,

Sincerely,

Bl ™

Cathgnng M, Lang
Director, Office of Airpart
Planning and Programming



