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UNITED STATES OF AMERICA
DEPARTMENT OF TRANSPORTATION
OFFICE OF TIHE SECRETARY
WASHINGTON, IC

Served: July 14, Z00Mb
Issued by the Department of Transportation

on the 147 day of July 2000

In the matter of

U.5.-Colombia Combinatien Docket OST-200H-7655— |
Service Proceeding (2000}

Applications of

Conftinental Airlines, Inc. ' Docket OST-2000-7186~ 7
Delta Air Lines, Ine. ' ' Docket OST-2000-7104=/O

for allocaticn of U.5.-Colombia frequencies

Applicativn of
Dielta Air Lines, Ine. Docket OST-97-3218- /§

under 49 U.8.C. §41102 for a certificate of
public convenience and necessity
{ Atlanta-Bogota)

ORDER TO SHOW CAUSE

SUMMARY

By this arder we tentatively award Delta Air Lines, Ine. ceruficate authornty o operate
scheduled combinalion service between Atlanta, Georgia, and Bogota, ColomMbia, and
tentatively allocate it seven weekly combination frequencies for that service.

' Dcha's application in this decket requests cedilicale salhority (o surve numerous (orcign markets,
including Colombia. For administrative convenience, we have decided in this order to act only on that part
of Deltz’s certificate application that secks authonity (o serve Colembia. We will defir action on the
balance of the requeast.



BACKGROUND

On March 15, 2000, delegations of the (overmnent of the United States and the
Government of the Republic of Colombia signed a Memorandum of Consultations that
set forth the text of an understanding and amendments to the 1956 U5 -Colomba Air
Transport Jf'n.grv.=m.=:1'ﬂe:nt_2

Specifically, with respect 1o scheduled combination services, the undarstanding and
amendments provide that there wilt be no limitations on the number of airlines thal may
be avthorized to serve the market. They further provide {or an expansion in the number
of flights 1).S. carriers may operate over a three-year petiod.’ Lffective March 15, 2000,
[7.5. carriers may operate an additional seven weekly frequencics. These frequencies
cannot serve Miami or New York until October 1, 2001, U.5. carvier services may be
operated, except as noted, between any point or points in the United States and
Barranquilla, Bogota, Calz, Cartagena, and Medeltin,® and beyond Colombia Lo points in
the Western [{emisphere.

By Netice dated March 29, 2000, the Depuartment invited ail U.S. carriers interested in
using these seven weekly U5 -Colombia frequencies 10 file certificate and/or frequency
allocation applications.” Applications were due April 10, 2060; answers to applications
were due April 17, 2000; and replies were due April 20, 2000,

APPLICATIONS
Applhications were [iled by Delta and Continental.

Delia statcs that it would use the seven frequencics to operate daily service in the Atlanta-
Hogota market using B-757 aircraft. Tt furiher states that it would be a strong new
competitor in the Colombia market, that its selection would establish Atlanta as a new
competitive U8, gateway, and that its Atlanta hub with over 160 daily fhghts will
enhance online service options for passengers to Colombia. In addition, Delta states that
grant of its application will improve market structure in the Colombia and Latin America

¢ The delegations andertook to recommend that Lheir povernmets adopt this understanding and these
amendments. They further stated the inent of their respective aviation authorities to pennit operations
prowided Tor in the understanding and amendments as of March 15, 2004, pending entry into force of the
understanding and amendments through am Lixchange of Notes.

¥ American Airlines and Continental Airlines are the two ULE, cariers currently designated to provide
scheduled combination services, These carriers collectively now aperate 49 weekly frequencies in the
markst.

* The rights of designated aivlnes to operale wir services to, from, and beyend Medellin are not elfective
until Oetober 1, 2002

* The understanding and amendments prowid thal sevenl inore frequencies will become available on
Oclober 1,2001, and on Ovtober 1, 2002, respactively. The Depariment’s March 29, 2000 Notice stated
that we would solicit applicatians for the year 20002007 frequencias at a later date.



markets by enhancing parity among the other airlines serving the region. [Delia states that
it would begin service within 120 days after a final order is issued by the Elepullment_ﬁ

Continental requests an allocation of all seven frequencies to operate daily service in the
[Iouston-Cali market using B-737-70G aircraft. Contingntal states that by adding nonstop
Cali service at Houston, Continental will introduce U.8.-Cali service to peints throughout
the 11.8. and offer nonstop service [rom the only gateway from the western United States.
Continental statcs that it would begin service within 120 days after a final order is 1ssued
by the Department. Conlinenial also requests that the Depariment conschidate its
application and L¥zita’s application into a comparative selection proceeding,

Responsive Pleadings

Continental, Delta, The City of Houston and the Greater Houston Partnership {the
Houston Parties), and the Georgia and Attanta Parties filed answers and re pln:s
Continental and Delta also fited further responsive pleadings

Contincnlal vpposes Dielta’s application, arguing that Atlanta-Rogota service would
duplicate U.5.-Bogota service offered at other gatewavs., Continental states that local
dernand for Bopota service in the Atlanta area is weak and that the public benefits of an
Atlanta gatoway for U.S.-Colombiu tratffic are mimimal. Continental mamtains thal, on
the other hand, its Houston-Call scrvice will be a strong competitor to American’s
Miami-Cali service in the southern United States, introduce intcrgateway competition for
LS -Cali traffic throughout the United Stales, and offer the only gateway for U.S.-Cali
rraffic in the underserved westem United States.

The Houston Parties support Cantinental’s application and oppose Deita’s application for
an allocation of seven weekly [requencies. They muintuin thut the greater Houston srea
has developed growing trade and economic lies lo Colombia and Latin America and that
an award to Continental would stimulate intergateway competilion and benefit
underserved communities throughout the central and western regions of the TLS.

Delta and the Georgia and Atlanta Parties oppose Continental’s application for seven
weekly frequencies, stating that Continental already operaies 7 frequencies in the
Houston-Boeota market and 7 frequencies in the Newark-Bogota market and that its

* Delta requests thar the Department consolidate iis application for cerliiicatle suthority m the Atanta-
Biozota market (Docket OST-97-3218) with is application for an allocation of the seven weekly
l‘rv.-:qun:ncin:s (Crocket OST-2000-7104).

"The Georgia and Atlanta Partics include the State of Georgia, the City of Atlanta, Hartsfield Adanta
Intemational Airport, and the Metro Atlanta Chamber of Commerce.

* These pleadings were accompanicd by muliens w (ile ulherwise anauthoriced documents, We will grimlt
the motions.



spplication for Houston-Cali service is intended to shut out new entry competition in the
U.5.-Colombia market. They argue that Delta’s proposed daily nonstop service between
Atlanta and Bogota will provide urgently needed direct sctvice belween Colombia and
the Gieorgia and Atlanta metropolitan areas served by Hartsfield Atlanta International
Airport, and maintsin thai Delia’s service will provide strong network competition with
the services to Colombia that are operated by other U.5. and foreign flag camiers, Delta
statcs that it serves over 160 cities from its Atlanta hub and will be able to provide
ravelers throughout the United States with enhanced online service options to Colombin,
building upon Atlanta’s proven success as a hub gateway. Delta further arpues that its
proposal would add 48 per cent mare capacity to the market than Continental’s” and that
this factor coupled with Delta's new entrant status make its proposal superior to that
ottered by Continental, which already offers 14 weekly flights in the Bogota market.

With respect to procedures, Continental requests that the Departmenl consolidate its
application and the application of Delta. Contincntal states that, since only seven U.5.-
(lelombia frequencies are available now for allocation and twuo airlines have applied for
all seven frequencies, the applications are mutually exclusive and the Department should
mstitute 3 comparative-selection procecding to develop an adequate evidentiary record to
decide bebween the applications. Delia opposes Continental’s request for further
evidentiary procedures, arguing that such procedures are not necessary. Delta maintains
that the 1ssues n this case are not complex and can be addressed adequaltely based on the
gxisting record as the Department has done in other comparable cases, and that
Continental has presented no evidence to demonstrate why the Depariment should
deviate from Lhat precedent. Given that the route rights are available now, Delta urges
the Department to move promptly to issue a show-cause order Lo select Delta to serve the
Colombia market and provide nesded competition with the services of American and
Continental.

TENTATIVE DECISION

We have tentatively decided to (1) select Delta Airlines for allocation of the seven
available weekly U.S -Colombia combination frequencies for services between Atlanta
and Bogota and to grant Delta certificate authority for (his service and () select
Continental Airlines as the backup carrier for service in the Houston-Cali market.

The 11.5.-Colombia market is the third jargest U.S.-South Amecrica market, generating
pver | million passengers in calendar year 199%.'" Until the recent MOC and related
amendments to the 1956 aviation agreement, U5, cagricr sorvices have been limited to
only two airlings and those services have been subject to frequency limitations. Thus, the

' Bee April 25, 2000 surreply of Delta, at 6. Della states that it would serve Colombia wilh a 183-seat
B-757 aircraft compared to Centingntal's 124-seat B-737 aireraft.
"™ I_100 reports liled with the Deparlment.



new agreement, which enables the Uniled States for the first time in a number of years o
expand services and to authorize additional atrlines under a three-year transition peried,
provides a valuable opportunity 1o develop the U.5.-Colombia market and to expand the
range of service oplions available to consumers.

While both of the applicants in this case have prescnted propesals that would benctit
travelers, hased on our revicw of the record and abl relevant factors, we tentatively
conciude that Delta is the better chowce. Delta’s proposal offcrs preaier service benefits
and betler fulhills our goa! of increasing competition in the U.5.-Colombia market. Delta
would provide Colombia service at a new U.S. gateway, thereby henéfiting both local and
connceting passengers. Furthermore, selecting Delta would add a significant new
compcetitor to a major Souih Amenca market.

Currently, American and Continental are the two carticrs authorized to serve Coloimbia
American operates 35 weekly frequencies, all from its Lirge Miami gateway, with three
daily flights to Dogota and' & daily flight each o Barranguilla and Cali. Continental
nperates 14 weekly flights to Bogota with a daily fhght each from its two major hubs—
Newrark and |Iouston. Colombian carriers vpurate 47 weekly frequencies, nearly all from
Miami."' Dogota is by far the largest market, as reflected by the predominant level of
services provided to that city. American operates the majoity of its services to Bogota,
Continental aperates all of its services W Bogola, and the Colombian carriers serve
Bogota on over half of their services.

Delta’s propesal would offer the public service to this important Colombian destination
from a new LLY. gateway, Idelta’s hub at Atlanta. This service would afford Atlanta
passengers their first nenstop service to Colombia. Della’s Atlanla hub, which serves
passengers throvphout the Umted States with vver 150 daily flights, would also provide
travelers in the Allania catchment area with an important competitive service option for
conmecting service to Colombia to the services otfered by American at Miami and
Continental at Houston. Given the size of Delta’s Atlanta hub and the fact that U.8.
services are now provided by U5, carriers from only two ULS. cities, the addition of a
new gateway will increasc significantly the service optiens for Colombia passengers.

Furthermore, we tentatively find thal the selection of Delta offers significant structural
benetits as well. As noted above, for a number of years only two US. carriers could be
authorized to serve Colombia. Delta’s entvy into the market would add a new competitor

" July 2000 Official Airfing Cuide, International Edition. AVIANCA operates 10 weekly flights in the
Waw York-Bopota market. The remaining 37 wezkly fraquencies are aperated by AYIANUA and ACES
fram Miami and serve Bogota {16 weekly Nights), Barmngoila (7 weekly Rights), Cartegena (7 weekly
flights), and Medelha (7 weekly flights),



O

enhancing competition with American and Continegtal, as well as with Colombian
carriers. Marcaver, with its subslantial hub at Atlanta, Delta’s service at Atlanta will
vfler valuable intergateway competitive benefits for connecting passengers with the
services of American at Miami and Continental at Houston. We view these benefils as
particilarly sigmificant and competling in a market that has heen artificially restricted for
SO ANy years.

m making these tentative findings we have fully considered Continental’s arguments that
Atlanta is a small local market and (hat the benefits from an Atlanta gateway for U.S -
Calombia traffic would be mmimal, but do not find them persuasive. Atlanta is Delta’s
major hub and Delta operates service throughout the United $tates and imiemationally
from Atlanta. Delta has.successfully inaugurated service to several South Amerca citics
from Atlanta. 1t currently serves Venczuela, Peru, and Brazil, all of which it has operated
on a continucus basis, and has announced plans to begin service o Chile.this fall.
Therefore, cantrary to Contincntal’s arguments, we believe that the Atlanta gateway has
demenstrated its ability 1o provide valuable competitive services for travelers in the South
America market, and we have found nothing in the record to persuade us that this
suceesstizl history could not be repeated by Delta’s proposed Colombia service.

In recogmzmy the strengths of Delta’s propoesal, we also recogmize that Continenlal’s .
proposed service in the Flouston-€ali market is not without service and compctitive
benefits of its own. The majority of services in the Colombia market now serve Bogota,
Continental’s setvice would expand U.S. traveler access to other cities in Culombia. In
addition, as noted by Contincntal, the proposed Houston-Cali service would offer
competition to American’s daily Miami-Cali service. These operations would expand the
level of services now offered by Continental i the 1.5, -Colombiaz market vis-i-vis
American and increase the level of competition between the two U5, carnicrs now
serving Colombia. Although we support the expansion of service to less well served
citics in Colombia, we lentatively conclude that the public interest is better served by
using the first new service opportunity in many years for service to Colombia to promote
entty in the matket by an additional ULS. carrier from a new guteway--and that the public
benefits of such service outweigh the benefits of cxpunded service by Continental in this
Case.

Finaily, we are not persuaded by the arguments of Continentai thar further evidentiary
procedures are necessary before we issue a decision in this case. Both carriers have
presented full descriptions of their propesed services and arguments in support of their
proposals. In addition, all parties have had a full opportunity to cemment on each
applicant’s proposzat. We perceive no unreselved issues of relevant faet that would



benelil frum [urther evidentiary procedures here.'* Given the information and ATIUEMENHS

presented, we find that the record 1s adequate to proceed to a tentative decision in this
case,

BACKUP AWARD

We have tematively decided to select Continental’s Houston-Cali proposal as a backup to
Delta’s Allanla-Bogota services. Selection of Centinental for backup will ensure that,
should Delta not tnaugurate serviee, Continemal would be authorized to enter the market
witheut further regulatory proceedings. While we have tentatively sclected Debta’s
proposal for Atlanta-Bogota over Continental’s proposal for Houston-Cali, the record of
this cuse shows that Continental’s proposal would also provide significant publie -
benefits. Az Continental currently serves Colombia [rom Houston, it would be in a
position to commence its proposed services promptly should Delta not inaugurate its
Atlanta-Bogota services. - :

CERTIFICATE AND STARTUP CONDITIONS

If our tentative selection of Deltas is made final, we propose to issue Delta a five-year
experimental certificate of public convenience and necessity for service in the Atlanta-
Bogola markel. We have also tenlatively decided to require institution of service within
120 days after the service date of a final order in this casc. In this regard, both Delta and
Continental have stated that they would be prepared to institule service within 120 days
of a final order, and we believe that this is a reasonable pertod for the carrier to obtain the
neeessary forcign povernment aulthonty and (o promeote and mount its sclected service.

In addition, we propose to subject both Delta’s primary allocation of fregquencics and
Continental’s backup te our standard %{}-day dormancy conditiun whereby the
frequencies allocated would expire and revert automatically to the Departinent if not used
tor a peried of 20 days. We nole that Continental currently holds certificate authority on
Route 645 to serve the Houston-Cali market and thus, requires only a backup award of
frequencies in order to operate its proposed service. The 90-day period will begin on the
carriers’ required startup date, or the date on which the carrter beping service, whichever
is earlier.

" See {rders 9R-7-73 and YX-10-19 at 4.




ACCORDINGLY,

L. We establish Docket O5T-200K1-7635 far allocation ol 178 -Colombia scheduled
combination service opportunities;

2. We consalidate the applications of Delta Air Lines, Inc., in Dockets O8T-97-3218
and {35°0-2000-7104 and Continental Airlines, Inc., in Docket OST-2000-7136 into the
US.-Columbia Combinatinon Service Proceeding (2000), Dockel OST-2000-7655

3 We rentatively select Delta Air Lines, Inc., to provide scheduled foreipn air
ransportation of persons, property, and mail in the Atlanta-Bogota market and atlacale 1t
zeven weekly froquencies for that serviee;

4, We tentatively select Continental Airlines, Inc. as backup and allocate it seven
weekly lrequencies to provide scheduled forcign combination air service in the Houslon-
Cali market;

5. We defer achon on the application of Delta Air Lings, [nc, (Docket OST-97-3218)
ter the extent Lhal it seeks authority to serve countries ather than Colombia;

G. We direct all persons to show cause why we should not issue an order making
final our tentative findines and conclusions;

7. We direct interested persons wishing to comment on our entative lindings and
vonclusions, or abjecting to the issuance of the order described above, 1o [ile their
comments ot nhjections with the Department, Dockets, Docket OST-2000-7635, U8,
Departrment of Transportation, 400 Scventh Street, SW, Room PL-401, Washington, DC
20590, no later than 10 calendar days from the date of service of this arder; answers
thereto shall be filed no later than 7 calendar days thereafrer;"?

H If objections are filed, we will afford [ull consideration to the matters or issues
raised by the objections before we take further action;’?

Q. I no objections are filed 1o our tentative decision, we shall deem all turther
precedural steps to have beeh waived, and will proceed to cater a final order subject i
Presidential review under sccuon 41307 subtile VII of Tide 49, the United States Code
{ Iranspartation},

" The original submission 5 to be unbound and without tabs on 84" 117 white paper using dadk ink {not
green) to facilitate use of (the Depactment’s docket imaging systeam, 1o e alternalive, Nlews ari eacouraged
to usc the glectronic submission capability available throagh the Drockets/TIMS Internet site
(httpdms.dotpow] by following the instructions at the web site.

" As we arc praviding for the filing of objections to this tentative decision, wo will nat cntortain petitions
for reconsidevatiom of this erder,




10 We grant all meticns fur leave to e otherwise unsuthonized docuaments in the
captioned dockets;

1. Ta the extent not granted, we deny all motions and requests in the captioned
dockets; and

12, We will serve this order on Delta Air Lines, Inc.; Continental Airlines. Inc.; The
(rreater Houston Partnership; The Georgia and Atlanta Parties, the Ambassador of
{:plombia s Washington, [DC; the LS. Department of Staie {{)ffice of Aviation
Nepotiations): and the Federal Aviation Administration (AFS-2200.

By:

A. BRADLEY MIMS
Acting Assistant Secretary for
Aviation and International A Tairy



