Weekly Cabinet Report for







Week of September 4, 2001

Susan McDermott

Deputy Assistant Secretary for Aviation

  And International Affairs

The Secretary
THE WEEK AHEAD

OUTLOOK (NEXT FOUR WEEKS)

Essential Air Service: The Administration proposed in its FY 2002 budget to keep funding for the Essential Air Service (EAS) program flat at $50 million and tighten the eligibility standards resulting in the elimination of EAS subsidy at 17 communities.  In the FY 2002 DOT appropriations bill, the House provided $63 million so that no cuts would be made while the Senate adopted the Administration's proposal.  The matter will be decided in conference committee in the coming weeks.  If the Administration/Senate's version prevails, we will immediately issue an order implementing the cuts.
France:  Open-skies negotiations between the United States and France are scheduled to take place September 13-14, in Paris.  

ICAO Assembly: The International Civil Aviation Organization (ICAO) will hold its 33rd General Assembly September 25-October 5 in Montreal, Canada.  Secretary Mineta plans to attend the Assembly on September 25-26.  The U.S. is promoting several initiatives including expansion and improvement of the ICAO Universal Safety Oversight Program, harmonization of drug and alcohol testing programs, enhancement of ICAO’s technical assistance program, harmonization of global aircraft design standards, and reduction in the worldwide accident rate.  Other important issues include environmental issues, particularly those related to our disagreement with the European Union over aircraft noise policies and regulations.  

Latvia:  Open-skies aviation negotiations are scheduled with Latvia on October 10-11, in Washington, D.C.   

U.S.-Argentina Combination Services:  In the next few weeks the Department expects to issue an order that would tentatively select a U.S. carrier to operate services between the United States and Argentina beginning in December.  Under last year’s aviation agreement with Argentina, additional services may be operated by U.S. carriers on a phased-in basis.  Specifically, seven weekly flights could be operated effective April 1, 2001, and another seven flights could be operated effective December 1, 2001.  In a case earlier this year, the Department awarded Delta the seven flights available in April for services from Atlanta, and Continental the seven flights available in December for services from Newark.  Delta implemented its service in April.  Continental, however, notified the Department in June that it would not use its award this December.  The Department is conducting an expedited proceeding to reallocate the flights to another U.S. carrier in time for the carrier to begin services this December.  Three carriers--American, Delta, and United--have applied.  The Department’s order would make a tentative decision as to which carrier should be selected.  The order will provide all interested parties an opportunity to file comments and replies before the Department issues a final decision.  

RESULTS OF RECENT ACTIVITIES

Department finalizes selection of China code-share points:  On August 17, the Department made final its selection of points in China that U.S. carriers may serve on their code-share services with Chinese airlines.  Under our aviation agreement with China, U.S. and Chinese airlines may operate services between the countries on a code-share basis.  The number of cities that may be served, however, is limited.  Under the agreement’s phase-in schedule, the U.S. at this time could select an additional nine points in China for code-share services.  The three U.S. carriers operating code-share services to China—American, Northwest, and Delta--collectively applied, with many of their requested points overlapping.  Under the Department’s decision, seven of the points requested in American’s application, seven of the points in Delta’s application, and six of the points in Northwest’s application were selected, thereby satisfying the majority of each carrier’s individual request.  

Department finalizes decision awarding code-share rights for Vietnam service:  On August 23, the Department made final its decision to award Delta Air Lines, Northwest Airlines, and United Air Lines seven weekly flights each for their code-share services in the U.S.-Vietnam market.  Under an arrangement reached last year, up to three U.S. carriers may offer code-share services with third-country carriers between the U.S. and Vietnam.  These services are limited to a total of 21 weekly flights.  Under the Department’s decision, Delta will offer service between the U.S. and Vietnam via Paris under a code-share arrangement with Air France.  Northwest will offer service via Amsterdam and Kuala Lumpur with KLM and Malaysia Airlines.  United will offer service on transpacific and transatlantic routings with All Nippon Airways, Thai Airways, and Lufthansa.   

Atlantic Antitrust Immunity Alliances:  Under the Department’s regulations, when an antitrust immunity application is filed, the Department must first determine if the application is “substantially” complete, i.e., that it complies with the filing requirements in the regulations and provides the information necessary for the Department to process the application.  The finding does not preclude the Department from seeking further evidentiary information if it deems necessary.  The regulations also require that the Department provide interested parties a 21-day period to comment on the application.  On August 27, the Department issued a notice that found that the antitrust immunity application filed by American and British Airways is substantially complete.  The notice also requested that the applicants file additional information no later than August 30 and established a procedural schedule for the filing of comments to the application, calling for comments by September 20 (21 days from the latest due date for the submission of evidentiary material) and replies by September 27.  Delta,  Air France, Alitalia and CSA have also filed an antitrust immunity application.  The Department is currently reviewing that application to determine if it is substantially complete.  Once that review is completed, the Department will be issuing a similar procedural notice with respect to the Delta/Air France/Alitalia/CSA application.  We also expect that United Airlines and British Midland will file an application for approval of their alliance agreement and grant of antitrust immunity in the next few weeks.  

