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Mr. Joffrey P, Fegan

Chief Executive Officer

Dallag/Fort Warth International Alpport Board
3200 East Airfiald Drive

PO, Drawer B15428

DFW Airport, Texas 75261-9428

—
Dear Mr%:%

Thank you for your February 23 submissicn in respenses to our February 14
review of the Dallas!Fort Worth Inlernational Airport Board's Competition Plan
for Dallas/Fort Worth International Airport (DFW). The infermation you provided
was responsive to our request. I light of this respanse, we have detgrmined
that your carnpelition pian currently sasfies the requirements of section 155 of
the Wendell H. Ford Aviation Investmerst and Reform Act for the 213t Gentur:.r
(AIR-21), Pub. L. 106-181, April 5, 2000,

However, we offar some suggestions for your considaration as you implement
and update your plan for the next fiscal year. These suggestions are inaddition
to thase we provided in our initial responss 1o your campetition plan. For your
convenience, wa have categorized our suggestions according o the applicables
foatures gpacified tn PGL 00-3.

Availability of gate and related facilities

We note that nine of the 11 gates funded with passanger facility ¢hargs (PFG)
revenua At DFW are leased on a less-than-five year [i.e., 4 year and 364 day),
exrluzive-use basis, W the dominant hub carrier at DFW. Marecwsr, yau
identify language in the lease for these gates that states that the carrer shall
hiave no nights to recaive an extonsion or renewal of the lease after it expires.
Tachnically, these terms appear to comply with Assurancaes 5 and 6 of the
PFEC requiation. Howewvar, the FAA Is concerned that the gates have heen
asgigned an an exclusive-use bagis to the dominant carrier and will clogaly
manitar the eassignmeant of these gates onca the cumant lease sugires. The
grant of another exclusive-use lease to the current leasee could cause the FAA
to [mitiate a compliance review with regard to Assurances & and & of the

PFC regulation.



Sirnilary, the use of shon-term exclusive-use lease tarms for Tenminal ©
fshould i he PRC funded) wonld be of concem to the FAS if the fanility is
occupied, or pradominantly occupied, by a single carriar. In such an instanca,
gven if the lease inchirded language that its renewal is not guaranteed, the FAA
coufd view renawal or carnvover as offectively automatic for tha singls carrier
conlralling that-facility. ¥ cemmon-use terms cannot be implemeanted for the -
PrC-funded facilitios, the FAA strongly racommands implamantation of
preferentiafl-use lease terms, with use i or loze it provisions. Please advize us
" on developments regarding the Temminal D leass negofiations in your next
update o the competition plan.

With regard to PEC Assurance 7, we acknowiedge that DFW is in the process
of creating a more formal gale monitaring process to document, in detail, gate
utilization lewels by all carrers. ¥We look ferward to a progress report on this
pracess in your first opdate to the competition plan. We note that the cireent
leasa for the PFC gates includes language that it will "satisty all applicable
provisions of federal law and reguiation relating to the use of PFC revanues."
Howevar, wa gtrongly suggest that a formal acknowlsdgement of the Azsorance
7 language, as is planned for the Termminal £ leasss, is prefarable.

Thank you for the copy of the Terminal B Lease Agresment,

We underatand that the DRW airpoet personnel are charged with resolving gate
usa conflicts at DFW-oparated gates whan they occur, baszed an a review of
current and propesed flight schedules. |t appears from your description that this
progess is defined by a formal policy. Qur Affpart Practices repoert found that
new entrants are more likely to be treated fairly if airperts adopt formal
procedures to resolve disputes between carriers. 1f you do not already, you
may wart o provide & written descrption of this policy 1o all existing aidines at
DFW, as waill as potential new entrants,

Your clanfisation of the *preferential’ companert of the DPW-operated gates is
helpful. [0 particutar, we understand that DFW has the unilaterad right to
reassion fights at DPW-oparated gates 1o accommaodate all aitlines, and that
gate use is scheduled on a par-flight basis, subject te definad procedurss.

We acknowledpe that the Alrport makes gate availability information availabls 1
all mterssted paries that contact the Airperf Heal Estate Department or the
Terminal B reanagemeant personnegl, and that such infamnation may e shared n
regularly scheduled meetings with local aiding personnel. However, as we
roted in our sardisr letter, you may want o consider developing procedures to
enzure that all carriers operating, or wishing Yo operate, at the Altport are made
awars of avallable gates, or gale-sharing opportunities, and the process and
requiremeants necessary to commence operations at DFW,



Erd

The informalion on average gate utilization rabes i= helpful, Howewear, In future
updates of the competition plan, we request that you provide gate-specific and
tenantisubtenant-specific ulilfzation rates, parliculatly where cartain carriars
{espacially Amercan Ailings and Defta Air Lines) control large blocks of gates.
The FAA would be interested to know that each gate in such blecks is utilized at
reasonatie levels. This infermation is pariculady imporant with régand o
gompliance with PFC Assurance 7, whers the presence of even one
undantilized exclusive-yze gate could be significant b a potantial new entrant.
We understand that your ability to routinely previde such information will ba
facilitated onee you lmplement your formal gate monitoring procadurss,

The FAA acknowledges your asserlion that DFYW has accommodated all new
ertrant airlines evan though most of its gates are under leng-term exclusive-use
leases. We also note your report that three recent new entrants have been ar
will b2 accommaodated an American Afrines and Deilta Air Lines exclusive-usa
leases. Ag you-are aware, the inakility of an airport to provide reasonable
access cannaot be justified on the basis of gates being unavailable due o
exclusive-use leases. As we found in the Afrport Practices report, the airport
manager has certain rights and obligations fo armanges for gate sharing even
without 8 negotiated Agreement. I particular, an airpert cparator may nof claim
lack of gate availability when in fact gates are not fully used; defer completely to
imneembent tenants” deferminations on whether or not, and how, to
accommodate requesting alrlines; or deny access based solely on existing
lease arrangements.

Leasing and .suhleasing

You notae that the LUze Agreement i1s subjoct to Texas law and that,
vonsequently, the only instance under which DFW would withhold consent to a
gub-leass would be if it materially modified the tarms of the Llse Agreement. As
such, it is your position that this conlractual provision doss nof, of itself, give
you rights to block sub-laase lenms that ars unreasenable. We caution,
however, that it & our pasitlon that the Airport's Faderal obligation to provide
reascnable access does give you the authorily to intervene If an air camisr wera
to Complain aboul unreasonabie laass tarms.

Yau atale that DFW has never had to sxarcise its right 10 construct new gates
under paragraph 2.3(RKi of the Use Agreernent because DFW has
accommeodated all new entrants 1o dats, thus no new entrant has requested that
faciliios he construcled pnder this clause. Your letter indicates that DPW would
likely interpret a "reasonabla administrative fee" under paragraph 9.3(n)(i) to be
ona customarny far the industey, suoh as 15 percant. Dissemination of this
information in an official document o incombent carriers, and new entrants at
OFW would help anaure that the uiility of paragraph 8.3(h)0) is fully appreciated
and realized by all airlines at DFW.



Similarly, we ara gncouraged that DFW will review all exisling sublease/gatd
use conkracts currently in place at the Airport 1o evalueate i any terms appear to
be unreasgnable. We recornmend that information as to terms that DR finds
io be reasonable and unreasonable be made available to all ablines at the
Airport or wighing Lo serve the Aimort.

¥ou nota that operational disputas between airiines are often resolved at
scheduled “station manager” meetings, or at manthly mestings belween airiine
corpovate and Alrport staff, o on a day-to-day basis. This process appears to
be largely informal. We understand that you sonsider this flexible informal
process to be an effective tool fo resolve disputes. However, as wa indicated
above, our Afrport Practices repert found that new entrants are more likely to be
treated fairdy if airports adopt such procedures to resolve disputas between
cariers. Consequently, we recommend that you congidsr developing a formal
dispute resolution procedure,

Althouh you view the ability of Tarminal Management personngl to resclve
complaints between signatory and sub-l2nant aitlines as “somewhat limited by
lzgal rights between the paries,” we remind you that your Federal cbiigations to
provide reasonable actess to all qualified air canisrs provides you with the
authorily to intgrvene fo assure reasanable terms. The FAA Is very interested
in knawing of all instancez where you baligve that legal or contractsal rights
blockad yaur ability to intarvene in apecific disputes between signatary and sub-
tenant aitlines, and requasts that yau document all such instances accurring
during the yesr in each annual update of this competition plar,

Majority-in-inferest (Mll) clauses on capital projects

We note that you do not believe that there will be a possibility of early re-
negotiation of the current Uze Agreement at DFW. Ploase be aware that a
number of alports nationwide have been ablg 1o moedify use terms ik advance
of the expiration of gxisting agreements. Such opportunities may coms about
as the airport negotiates over access to PFC-funded terminal space.

You provide ne examples of Inatances when your current Wil arrangements
have delayed or olherwise impedad the development of necessary
infrastructure, and state that DFW has had a successful track record in avoiding
such situations. Accordingly, we expect that vour conlinuing effors to fund
tereminals or other faciliies to accommeodate competifion at DEW, either with
BFC or other airport revenues, will not ba impeded by your current M
arrangements, However, as part of your annual updaie ko the competition plan,
ihe FAA requests that you describe any instances where an airline at DFW
attempts to use Ml rights to delay, restrict, or prevent canstruction of capacity
to acommodate competition at DEW—including by the withholding of Mit
approval for partiona of tarminals that are insligible for PEC funding.



Patterns of service — Carrier Support Program

Thank you for the infermation on the Carrier Support Program. e nots that
you mention twia dornastic camars that are “sligiblz" for the program.  Pleass
clarlfy in you next update to the compebtion plan if these carriers actualty
paricipaled in the progeam,and if nat, why, 10 your asxt update of the plan,
please descdbe any new parficipants in the program, particularly domestic low
fare or new antrant carriars.

Wa appreciate that vou have used your Fabroary 23 respanse to us o addrass
izsUes thal we recomtmended for your next update to the cormpetition plan. Cur
COMMents aré presentsd Delow, W ladk foreard o l@aming more abot
developments in thase areas in your next plan updats,

Availability of gate and related facilities

W appreciate that afl future tenants at Terminal D who slso ealain exclusive
uze facilities at cther DPW kzrminale will have fanguage specifically addressing
PFC Assurance 7 in their [zases, and that formal gate monitering processes will
be in place to insurs compliance with Assurance 7. Please nclude g copy of
the relevant [eases in the first update to the competition plan filed after thoss
lezsas are sxaculed.

Gate assignment policy

Your desctiption of the infermation you provide o new entrants is helpful. From
thig degeription, it appears that this Information is provided as pant of an
astablishad process, with associated brochures and printed materlals. it would
be helpfui if such materials included infonmation on reazonable sub-lease eoms
and administrative fees, along with descriptions of facility access and dispute
resolution procedures,

Wea look forward to haaring of the resulis of the stedy you have niflated to
update the existing policy for common-use gates at DFYW. In addition,
development of an expanded gate wtilization poelley for ali gates at DFW will be
important i the futurs competitiveness of air service at DRW.

You state that you intend to adopt temminal leasing strategies that will reflect the
diverse needs of the aidines at DRW, and that analysis will focus en the best
combinaficn of shor-term exclusive-, praferential- and common-use gates, We
rngte that reliance on exclusive-use tetrng, even on a short-term basis, reduces
the flaxibility of airpert managemant to accommodate access naeds at the
airport. Moreover, we caltion that any use of exclusive-use arrangements for
PRC-funded facilities will significantly raise the level of the FAA's oversight of
gate leases and lease renewals at DEW.



As just noted, the Secretary is required to review the implementation of the
sompetition plans from time-to-fime o make 2ure each covered airport
successiully implaments ita plan. [0 connection with our raview, we may
detenmite that site visits fo one or mere [acafions weuld be usseful. We will
notify vou should we decids to viait DFW in connection with its competition plan.
Finafly, because of the ntereat that members of tha traveling public may have in
girling campeltive issues at vour airpar, including your policy of ensuring
reasonable accass for new entrant airlines, we encourage yvou io put-a copy of
your compekition plan and supplemental submission, including the FAA'S
tESponSes, On Your airpon web page.

If you have any questions regarding this [efter or the FAA's review of your plan,
please contact Mr. Bamy Molar, Manager, Airports Financial Assistance
Division, at (208) 267-3831.

Stnoeraehy,

)4

Catherine M. Lang
Diractor, Airport Planning and
Programming



