CITY OF MERCED y

“Crateway o Yosomite”

WELCOME TO YOUR REGIONAL AIRPORT AUTHORITY
MEETING OF THE CITY OF MERCED

AUTHORITY MEMBERS

Larry Morelock-Chair, Alvin Osborn-Vice-chair, John Sundgren,
Russ Cowperthwaite, Rodrigo Flores, Ryan Smith and Michael Bodine.

SPECIAL MEETING

AGENDA
7:00 PM WEDNESDAY
COUNCIL CHAMBERS AUGUST 13, 2014
678 WEST 18" STREET
MERCED, CALIFORNIA (www.cityofmerced.orq)

STAFF REPORTS OR OTHER WRITTEN DOCUMENTATION RELATING TO EACH ITEM OF
BUSINESS REFERRED TO ON THE AGENDA ARE ON FILE IN THE AIRPORT
ADMINISTRATION OFFICE OF THE AIRPORT SUPERINTENDENT. ANY PERSON WHO HAS
QUESTIONS CONCERNING ANY AGENDA ITEM MAY CALL THE AIRPORT
SUPERINTENDENT AT (209) 385-6873 TO MAKE INQUIRY REGARDING THE NATURE OF THE
ITEM DESCRIBED ON THE AGENDA. PRIOR TO EACH REGULAR REGIONAL AIRPORT
AUTHORITY MEETING, A COMPLETE AGENDA PACKET IS AVAILABLE FOR REVIEW IN
THE FOYER OUTSIDE THE COUNCIL CHAMBERS AND ON THE CITY’S WEBSITE AT
WWW.CITYOFMERCED.ORG. ANY DOCUMENTS PROVIDED TO A MAJORITY OF THE
COMMITTEE MEMBERS AFTER THIS AGENDA IS POSTED WILL BE AVAILABLE FOR
PUBLIC INSPECTION IN THE CITY CLERK’S OFFICE DURING NORMAL BUSINESS HOURS.

FOR CITIZEN PARTICIPATION INSTRUCTIONS, PLEASE REFER TO THE CITY’S WEBSITE AT
WWW.CITYOFMERCED.ORG. A HANDOUT IS ALSO AVAILABLE AT THE MEETING

ADJACENT TO THE AGENDA. INDIVIDUAL AGENDA ITEMS MAY BE HEARD IN AN ORDER
THAT IS DIFFERENT THAN THEY APPEAR ON THE AGENDA TO ACCOMMODATE MEETING
PARTICIPANTS.



http://www.cityofmerced.org/
http://www.cityofmerced.org/
http://www.cityofmerced.org/

INFORMATION FOR INDIVIDUALS WITH DISABILITIES:
Accommodation for individuals with disabilities may be arranged by contacting the City
Clerk’s Office at 209-388-7100.

Assisted Hearing Devices Available for Hearing Impaired
Teletypewriter (TTY) 209-385-6816

THE PUBLIC HAS THE OPPORTUNITY TO ASK QUESTIONS OR COMMENT AT THE TIME
SPECIFIC AGENDA ITEMS ARE CONSIDERED. NORMALLY, EACH AGENDA ITEM WILL
HAVE A STAFF PRESENTATION, FOLLOWED BY COMMENTS OR QUESTIONS BY THE
AIRPORT AUTHORITY MEMBERS. IF REQUESTED BY AN AUDIENCE MEMBER, THE
CHAIRPERSON WILL THEN ALLOW THE PUBLIC TO MAKE COMMENTS OR ASK
QUESTIONS. AFTER ANY PUBLIC INPUT, THE AUTHORITY MAY HAVE FURTHER
DISCUSSION BEFORE TAKING ACTION TO THE NEXT AGENDA ITEM.

A. CALL TO ORDER

B. ROLL CALL

C. WRITTEN PETITIONS AND COMMUNICATIONS

D. ORAL COMMUNICATIONS

AT THIS TIME, ANY MEMBER OF THE AUDIENCE MAY COMMENT ON ANY MATTER NOT
LISTED ON THE AGENDA. PLEASE STAND AND STATE YOUR NAME AND ADDRESS FOR
THE RECORD. THE AUTHORITY WILL NOT TAKE ACTION ON THE ITEM THAT IS
BROUGHT TO THEIR ATTENTION THIS EVENING. IF IT REQUIRES ACTION, IT WILL BE
REFERRED TO STAFF AND/OR LISTED ON THE NEXT AUTHORITY AGENDA.

*khkkkkkhkikk
PLEASE BE BRIEF AND TO THE POINT. AVOID REPEATING WHAT PREVIOUS SPEAKERS
HAVE SAID. IF TWO OR MORE INDIVIDUALS ARE HERE AS A GROUP AND WISH TO
SPEAK ON ONE SIDE OF AN ISSUE, PLEASE SELECT A SINGLE SPOKESPERSON TO
PRESENT YOUR VIEWS.

E. CONSENT CALENDAR

1. AIRPORT AUTHORITY MINUTES FOR JUNE 17, 2014.

Recommendation: Adopt a motion to approve and file.

F. REPORTS

1. ESSENTIAL AIR SERVICE (EAS) PROPOSAL RECOMMENDATION

Recommendation: Adopt a motion to approve and file.




2. STATUS OF WAIVER REQUEST FOR CONTINUED EAS ELIGIBILITY

Recommendation: For information only.

3. LEASE AGREEMENT FOR MAINTENANCE HANGAR #16

Recommendation: Adopt a motion to approve and file.

4. AIRPORT MANAGER'S REPORT

Recommendation: Discussion as desired by Authority members.

G. AUTHORITY BUSINESS

1. POSSIBLE INCOMPATIBLE LAND USE ACTIVITY

Recommendation: Discussion as desired by Authority members.

2. OTHER BUSINESS FROM AUTHORITY MEMBERS

Recommendation: Discussion as desired by Authority members.

H. ADJOURNMENT:

TO THE NEXT AIRPORT AUTHORITY MEETING, TUESDAY
AUGUST19, 2014 AT 7:00 PM IN THE CITY COUNCIL CHAMBERS,
678 WEST 18™ STREET MERCED, CA 95340.



CITY OF MERCED
REGIONAL AIRPORT AUTHORITY MINUTES

COUNCIL CHAMBERS TUESDAY
MERCED CIVIC CENTER JUNE 17,2014
678 WEST 18TH STREET

MERCED, CA

CALL TO ORDER

Chair Larry Morelock called the meeting to order at 7:00 P.M.

ROLL CALL
Members present: Larry Morelock, Alvin Osborn, John Sundgren, Michael
Bodine, Russ Cowperthwaite and Ryan Smith.
Members absent: Rodrigo Flores - excused.
Staff Present: Ron Elliott and Jessica Cortright.

WRITTEN PETITIONS AND COMMUNICATION
None.

ORAL COMMUNICATIONS

None.
CONSENT CALENDAR
1. REGIONAL AIRPORT AUTHORITY MEETING MINUTES FOR APRIL 16, 2014.

M/S/C -Osborn/Bodine motioned to approve and file the minutes for April 16, 2014
as submitted.

REPORTS
1. ANNUAL ATTENDANCE REPORT

Ron Elliott shared the authority board’s annual attendance report for April 1, 2013
through March 31, 2014 as information only.



2. MARTIN MARCHELLO - PARACHUTE OPERATIONS REQUEST

Ron Elliott shared that there is a pending proposal to have parachute operations at
the Merced Regional Airport and that it will be brought to the board in the near
future.

3. STEPHEN STUHMER CORPORATE HANGAR

Ron Elliott shared the non-binding letter of intent with Mr. Stuhmer that was sent
on June 2, 2014. This letter pertains to the lease of certain property for the purpose
of building a personal use hangar at Merced Regional Airport.

4. VERIZON WIRELESS CELL TOWER PROPOSAL

Ron Elliott briefly described the proposal for a cell tower at the Merced Regional
Airport.

Mr. Rebecca Anderson with Verizon shared that they would like to place a 100 ft.
mono pole cell tower at Thornton and Hawk. This pole will be FAA Compliant and
after some discussion, a standard obstruction steady burning light will be placed on
the pole as well for safety concerns.

5. HANGAR BBQ LABOR DAY FLY-IN AUG 29 - SEPT 1

Ron Elliott shared that Mr. Stuhmer owner of the Hangar BBQ is entertaining the
idea of hosting a Fly In on the upcoming Labor Day weekend. There are several
concerns about security and the public entering the airport. This request will need
to go to City Council for approval with the proper permits and required insurance to
be provided.

6. ESSENTIAL AIR SERVICE PROPOSALS

Ron Elliott reviewed the Department of Transportation’s order requesting
proposals for Essential Air Service at Merced and/or Visalia, Ca, for a two year
period with or without subsidy support. Proposals are due June 27, 2014. Mr. Elliott
suggested a sub-committee be formed to review the proposals so that an informed
recommendation can be given to city council. Mr. Smith and Mr. Bodine volunteered
to serve on this sub-committee, one more citizen will be chosen.

7. AIRPORT MANAGER'’S REPORT
Ron Elliott reviewed the May 2014 monthly report.
G. AUTHORITY BUSINESS
1. POSSIBLE INCOMPATIBLE LAND USE ACTIVITY

None.



2. OTHER BUSINESS FROM AUTHORITY MEMBERS

Ron Elliott shared that he accepted another position and his last official day with the
City of Merced will be July 11, 2014. He expressed with the board that the Airport
budget is at $511,000 for the 2014-15 FY, and that the CIP budget should be an
important item for the board to follow up on.

H. ADJOURNMENT

Larry Morelock called the meeting adjourned at 7:40 PM until the next Regional
Airport Authority meeting on Tuesday, July 15, 2014 at 7:00 pm in the Council
Chambers at 678 W 18th Street, in the Civic Center.

Larry Morelock, Chair
Regional Airport Authority
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To: Regional Airport Authority

From: Janet E. Young, Interim Airport Manager

Date: August 13, 2014

Re: Essential Air Service (EAS) Proposal Review and

Recommendation

Background

The EAS contract for Merced Regional Airport expires October 1, 2014. In
anticipation, the Department of Transportation (DOT) released a Request for
Proposals (RFP) to airlines interested in providing air carrier service at Merced
Regional Airport on May 21, 2014. The proposal submission deadline was July
11, 2014 and comments are due by August 15, 2014.

Five air carriers, Great Lakes Airlines (currently under contract at Merced
Regional Airport), Mokulele Airlines, SeaPort Airlines Inc., Boutique Air, and
submitted proposals. Great Lakes is a Part 121 carrier, the other airlines
submitting proposals are Part 135 carriers.

DOT provided a comment period on the proposal. Comments usually come in the
form of a Letter of Recommendation. However, DOT has the final say in which
airline is awarded the contract. Due to the timing of City Council Meetings and
the short suspense given to submit comments, the Merced Regional Airport
Authority Chairperson will sign the Letter of Recommendation.

Airport staff formed a sub-committee made up of two Airport Authority
Commissioners, a member of public, the City Public Works Director of Water
Resources and Aviation, and the Interim Airport Manager to review the
proposals. This sub-committee will provide an overall review of the proposals
and suggested recommendation during the August 13 Airport Authority Meeting.

SUMMARY/RECOMMENDATION:

Adopt a motion approving the submission of a letter of recommendation for the
Essential Air Service contract to the Department of Transportation to be signed
by the Merced Regional Airport Authority Chairperson.

Attachments:



Great Lakes Airlines Proposal

Mokulele Airlines

SeaPort Airlines Proposal

Boutique Air Proposal

Schuman Aircraft Ltd., dba Wine Country Express Proposal

F-1



C

BOUTIQUE AIR
548 Market St
San Francisco, CA

t. 415.449.0505
f. 415.738.7671

About Boutique Air

Our Story

Headquartered in San Francisco, California, Boutique Air has been in operation since 2007. We
began by flying fire surveillance missions for the U.S. Forestry Service and Bureau of Land
Management. We evolved to provide air charter services from the Burbank, Hawthorne, Las
Vegas and Redding airports with our Pilatus and Cessna fleet of aircraft. As a charter operator
we have received certifications from both industry leading safety organizations, ARG/US and
Wyvern. Boutique Air has pilots that are highly experienced and hold the most advanced FAA
ratings - a key reason for our continued perfect safety record.

In July of 2012 Boutique Air applied for commuter operating authority from the Department of
Transportation. We quickly passed tests on financial fithess and management competency,
receiving authority for scheduled service in January of 2013.

We began scheduled service between Los Angeles and Las Vegas in January of 2014.

On April 22, 2014 the DOT selected Boutique Air to provide EAS between Clovis and DFW. We
anticipate beginning service in 60-90 days.

In California

We have worked to develop our distribution channels. We have connections in place with all of
the major Global Distribution Systems (GDSs), which travel agents use to access the market.
You will find us on Worldspan and Apollo (Travelport), Sabre, and Amadeus. In addition, we are
on the major Online Travel Agencies (OTAs), including Expedia, Travelocity, Priceline, Orbitz,
CheapTickets, and CheapOAir.

Furthermore, we have direct channels, such as our website and call center - which will be
staffed by locals. We will also be hiring a local station manager and customer service agents to
ensure Visalia and Merced get the support and attention they expect and deserve.

Finally, we look forward to being active in the community by participating in the Chambers,
developing partnerships with local businesses, supporting local charities, and attending events.
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BOUTIQUE AIR
548 Market St
San Francisco, CA

t. 415.449.0505
f. 415.738.7671

What People Are Saying About Boutique Air

Boutique Air PC-12, one of the best turboprop aircraft on the market!... Give them a try!!
-Tarek A. via Yelp.com

We also feel that the PC-12 aircraft bid by Boutique Air presents the safest and most
comfortable option for the traveling public.
-Hon. Mayor David Lansford in Recommendation Letter
City of Clovis, NM

Flew with Boutique from LA to Vegas and back and must say | was extremely surprised. From
the ease of check-in, To the flight itself, the whole process was great. Price was competitive
with any other airline out there. | plan on flying boutique for all my Vegas outings, and may
even look into renting the whole plane for a group trip. Thanks Boutique!

-Kevin J. via Yelp.com

We find that Boutique Air is fit, willing and able to operate as a commuter air carrier,
and capable of providing reliable Essential Air Service...
-Susan L. Kurland in Clovis EAS Award
Asst. Sec. for Aviation and International Affairs
uUS DOT

Right now Boutique Air is a very cool secret.
-Examiner.com

Flew with Boutique Air from LA to Las Vegas round trip and it was a great experience. Good
service, on time departures, and a hassle free and nice way to travel in general. A really
nice pilot and copilot as well.

-Patrick S. via Yelp.com



Photos of Boutique Air Aircraft
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BOUTIQUE AIR
548 Market St
San Francisco, CA
t. 415.449.0505
f. 415.738.7671
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BOUTIQUE AIR
548 Market St
San Francisco, CA
t. 415.449.0505
f. 415.738.7671

Photos of Boutique Air Aircraft

Proposal

Overview

Our proposal would be flown in nine-seat, modern, pressurized Pilatus PC-12 aircraft. The term
is two years.

We are projecting fares starting at $59. From time to time we will also have sales to increase
both awareness and passenger counts.
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BOUTIQUE AIR
548 Market St
San Francisco, CA

t. 415.449.0505
f. 415.738.7671

Guarantee

In order to protect the communities from the $200 cap, Boutique Air will not bill more than $200
per passenger after the first nine months. Passenger counts for billing purposes will be based on
the average of a rolling, three, six, nine, or twelve months - whichever is greater.

LAX - Accept No Substitutes

While some carriers may pitch “LAX-alternatives” such as SNA, LGB, or BUR, it's important to
note the significant difference for connecting passengers. Yes, all four airports provide access to
the LA Basin, but for connecting passengers (the vast majority of traffic), these alternate airports
simply do not offer an acceptable amount of connecting service. While others may tout interline
agreements, how valuable are those if your connecting opportunities are severely limited?

Departures From LA Area

Long Beach (LGB)

Bob Hope Airport (BUR)

Jahn Wayne Airport - Qrange
County (SMA)

12.6%

Las Angeles International
(LAXY

237614
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BOUTIQUE AIR
548 Market St
San Francisco, CA

t. 415.449.0505
f. 415.738.7671

Community Input

Shortly after the bids are posted to the docket, Boutique Air will schedule meetings to meet with
city officials and private citizens. This will allow us to answer any questions and provide
additional information.

While we can’t promise we will be able to implement everyone’s suggestions, we welcome
feedback from the citizens of these communities, as well as anyone who may have an interest in
the proposed flights. What we can promise is that we will listen to your feedback, and give it the
attention and consideration it deserves.

With respect and appreciation,

Shawn Simpson
CEO



Option 1

24 nonstop RT weekly VIS-LAX

18 one-stop RT weekly MCE-LAX

Community

Operations
Scheduled Flights
Completed Flights (98%)
Scheduled Block Hours
Scheduled Seats
Scheduled ASMs

Revenue
Passengers
Average Fare
Fare Revenue
Total Revenue

Expenses
Fuel
Ownership
Maintenance and Reserves
Staff
Marketing and Distribution
Other Indirect Costs
Total Costs

Profit Element
Margin

Total Subsidy

Note that passengers are counted on a per segment basis, while the average fare is calculated

on a per ticket basis.

LAS may be used instead of LAX for up to six frequencies at Boutique Air's discretion. No upline

or downline restrictions.

/.

BOUTIQUE AIR
548 Market St
San Francisco, CA
t. 415.449.0505
f. 415.738.7671

Visalia and Merced

4,368
4,281
3,492
39,312
5,419,440

18,066
$96.50
$652,533
$652,533

$1,679,652
$660,000

$1,117,440
$698,488
$72,262
$399,473

$4,627,314

$231,366
5.00%

$3,579,524



Option 2

18 nonstop RT weekly VIS-LAX

Community

Operations
Scheduled Flights
Completed Flights (98%)
Scheduled Block Hours
Scheduled Seats
Scheduled ASMs

Revenue
Passengers
Average Fare
Fare Revenue
Total Revenue

Expenses
Fuel
Ownership
Maintenance and Reserves
Staff
Marketing and Distribution
Other Indirect Costs
Total Costs

Profit Element
Margin

Total Subsidy

LAS may be used instead of LAX for up to six frequencies at Boutique Air's discretion. No upline

or downline restrictions.

C

BOUTIQUE AIR
548 Market St
San Francisco, CA
t. 415.449.0505
f. 415.738.7671

Visalia

1,872
1,835
1,800
16,848
2,914,704

9,805
$96.50
$946,173
$946,173

$865,800
$495,000
$576,000
$452,506
$39,220
$335,569
$2,764,095

$138,205
5.00%

$1,956,127



BEFORE THE
DEPARTMENT OF TRANSPORTATION
WASHINGTON, D.C.

Essential Air Service at

Docket OST-1998-3521
Docket OST-2004-19916

MERCED, CALIFORNIA
VISALIA, CALIFORNIA

Under 49 U.S.C. 841731 et seq.

MOKULELE FLIGHT SERVICE INC., dba MOKULELE AIRLINES PROPOSAL TO PROVIDE
ESSENTIAL AIR SERVICE TO THE COMMUNITIES OF MERCED AND VISALIA, CALIFORNIA

Correspondence with regard to this document should be addressed to:

Ron Hansen

CEO

Mokulele Airlines

73-350 U’u Street

Kailua-Kona, HI 96740

Telephone: 808-840-9002

Fax: 808-326-1266

Email: ron.hansen@mokulelehawaii.com

Mokulele Flight Service Inc., dba Mokulele Airlines (hereafter Mokulele) hereby proposes the following
response to DOT Order 2014-5-9 to provide Essential Air Service to the communities of Merced and Visalia,
California. Mokulele is pleased to offer three options for service.

Service Proposal

Mokulele proposes to operate three roundtrips each weekday between Visalia and either Los Angeles
International Airport or Long Beach Airport. Additionally, Mokulele proposes to operate three roundtrips each
weekday between Merced and Oakland International Airport. Should Mokulele be chosen to provide service to
both communities, it would establish a maintenance and operations base at Visalia, CA. All Mokulele
crewmembers would be based in Visalia, CA as well, in a two city scenario. This schedule would be supported
by a dedicated aircraft for each city pair. A dedicated spare aircraft would be included were Mokulele to be
chosen to provide service to both communities. Consequently, in the two city scenario, Visalia would receive a
fourth weekday frequency northbound to Oakland International Airport via Merced. Two roundtrips would be
offered in each primary city pair on Saturday and Sunday. These proposed flights would be operated on the
dependable, 9 seat, Cessna Grand Caravan Aircraft. The attributes of which is detailed in the text below.

While Mokulele desires to operate its flight non-stop to Los Angeles International Airport, it should be noted
that space/gate availability and cost may result in these flights being operated to Long Beach Airport instead.
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Draft Flight Schedule

OASIS/IMARKSUM MOKULELE AIRLINES
SCHEDULE MWCALI6 (LOCAL) MARKET SUMMARY
10/01/14 - 99/99/99
FROM TO DEP ARR FLT# EQP FREQ STP
LOS ANGELES VISALIA 0900 1030 106 CNA X67 0
LOS ANGELES VISALIA 1315 1445 109 CNA Daily 0
LOS ANGELES VISALIA 1730 1900 108 CNA Daily 0
VISALIA LOS ANGELES 0615 0745 105 CNA X67 0
VISALIA LOS ANGELES 1100 1230 111 CNA Daily 0
VISALIA LOS ANGELES 1515 1645 112 CNA Daily
MERCED OAKLAND 0705 0800 101 CNA X67 0
MERCED OAKLAND 1105 1200 103 CNA Daily 0
MERCED OAKLAND 1505 1600 104 CNA Daily 0
OAKLAND MERCED 0900 0955 102 CNA X67 0
OAKLAND MERCED 1300 1355 107 CNA Daily 0
OAKLAND MERCED 1700 1755 110 CNA Daily 0
OAKLAND VISALIA 1700 1900 110 CNA Daily 1 (Two City Scenario ONLY)
VISALIA OAKLAND 0600 0800 101 CNA X67 1 (Two City Scenario ONLY)
VISALIA OAKLAND 1000 1200 103 CNA 67 1 (Two City Scenario ONLY)

(Note: This is a Draft Schedule ONLY. The final selling schedule may vary. Also note that Los Angeles service may be operated to
Long Beach Airport instead pending final agreements)




Weekly Frequencies
Completion Factor
Annual Departures
Block Time (in minutes)
Annual Block Hours

Stage length (statute miles)

\/1Salla & lvierced, CA

Available Seat Miles (9 seats)

Enplaned Load Factor
Enplaned Passengers

Onboard Load Factor (Only Applicable in Two City Scenario)
Onboard Passengers (Only Applicable in Two City Scenario)

Revenue Passenger Miles

Average Fare

Revenue:

Assumptions

Direct Expenses:

Total Direct Expenses

Indirect Expenses:

Total Indirect Expenses

Income (loss)

cost per hour

Passenger
Thru PaxRevenue
Ancillaries

Fuel Cost P/Gal
Fuel Burn Gallons P/Hr

Ownership

Flight Crew

Fuel & Into Plane Fees
Insurance

Maintenance
Miscellaneous/Reaccom

Station Costs

Landing Fees

Agent Bookings & Sales
Web bookings & sales
Marketing

Setup costs / training
General & Admin/Other

Profit Element (5% Return on Costs)

Subsidy Required

Subsidy per Enplaned Passenger

$3.50 per passenger

Total Revenue

$4.00
48.00

$134.40
$105.00
$192.00
$15.00
$168.00
$15.00

$187.23
$0.00
$9.10
$4.15
$3.35

4.8%

Total Operating Expenses

Per Bk Hr
Per Bk Hr
Per BIk Hr
Per BIk Hr
Per Bk Hr
Per Bk Hr

per dept
per dept
per Pax
per Pax
per Pax

of Direct

Two City Scenario

Two City Scenario

Two City Scenario
Mokulele Airlines

Merced to Visalia to Visalia to Oakland Visalia Service California
Oakland Los Angeles (Visalia to Merced seg) Subttl System Totals
1 Stop: VIS-OAK via MCE)
38 38 14 52 90
98% 98% 98% 98% 98%
1,938 1,938 714 2,652 4,590
0.9 13 0.8 1.08
1,777 2,584 595 3,179 4,956
98 174 91 152 129
1,709,316 3,034,908 584,766 3,619,674 5,328,990
36% 44% 26% 41% 43%
6,260 7,720 1,680 9,401 15,661
46% 44%
7,940 7,720 1,680 9,401 17,341
778,138 1,343,360 152,897 1,496,256 2,274,394
$67.44 $90.70 $137.21 $99.01 S 86.39
$75 fare $100 fare $150 fare
$422,186.05 $700,227.59 $230,536.87 $930,764.46 S 1,352,951
$0.00 $0.00 $0.00 $0.00 S -
$21,910.00 $27,021.60 $5,880.64 $32,902.25 $ 54,812
$444,096.05 $727,249.19 $236,417.52 $963,666.71 S 1,407,763
$238,754.72 $347,279.59 $79,965.69 $427,245.28 S 666,000
$186,532.50 $271,320.00 $62,475.00 $333,795.00 S 520,328
$341,088.00 $496,128.00 $114,240.00 $610,368.00 S 951,456
$26,647.50 $38,760.00 $8,925.00 $47,685.00 S 74,333
$298,452.00 $434,112.00 $99,960.00 $534,072.00 S 832,524
$26,648.00 $38,760.00 $8,925.00 $47,685.00 S 74,333
$1,118,122.72 $1,626,359.59 $374,490.69 $2,000,850.28 $ 3,118,973
$362,857.96 $362,857.96 $133,684.51 $496,542.46 S 859,400
$0.00 $0.00 $0.00 $0.00 S -
$28,483.00 $35,128.08 $7,644.84 $42,772.92 S 71,256
$12,989.50 $16,019.95 $3,486.38 $19,506.33 S 32,496
$20,971.00 $25,863.53 $5,628.62 $31,492.15 S 52,463
$10,000.00 $10,000.00 $10,000.00 S 20,000
$53,669.89 $78,065.26 $17,975.55 $96,040.81 S 149,711
$488,971.35 $527,934.78 $168,419.90 $696,354.68 S 1,185,326
$1,607,094.06 $2,154,294.37 $542,910.59 $2,697,204.97 S 4,304,299
($1,162,998.02) ($1,427,045.18) ($306,493.07) ($1,733,538.26) ($2,896,536.27)
$904.64 $833.71 $912.45 $848.44 $ 868.59
$80,354.70 $107,714.72 $27,145.53 $134,860.25 $215,214.95
($1,243,352.72) ($1,534,759.90) ($333,638.60) ($1,868,398.51) ($3,111,751.23)
($198.62) ($198.79) ($198.57) ($198.75) ($198.70)




Company Background and Information

SWokutete Leirttzres

Based in Kona, Hawaii, Mokulele was founded in 1998 as an inter-island airline offering service to

seven destinations on five islands. The management team of Mokulele is highly experienced in the
airline industry and has seized on the opportunity for expansion by providing greater efficiencies and
operational controls. Mokulele is a “scheduled” FAA Part 135 Air Carrier with an excellent service record.
Mokulele operates more than 120 daily flights and carries 20,000 plus passengers monthly with its fleet
of nine NEW Cessna Grand Caravan 208EX aircraft.

About Us -

M&W#ﬁ‘m1ﬂm"‘“‘

TIMELINE & =

2005 2008
Fairnod a2 Mokulele  Acquired by  Bepan schediled LS.  Agreamant with Masa Bagan Mokilele Air
Flight Service inc. Bill Boyer Airiine operator Air Group and ga! Cargo master service

U.S. Air Carrier & Tour Operator

Current Operations

Mokulele currently employs 110 full-time and 70 part-time employees, most performing collateral
duties at the nine airports it currently serves. The employee group is primarily comprised of young, local
residents eager to see the company prosper and grow in the island market along with many who have
been with Mokulele for 5 years or more.

Presently, Mokulele owns nine new and five standard model Cessna Grand Caravans, each configured
with nine passenger seats. The aircraft maintenance departments are located at Kona and Kahului
where it employs 12 licensed A&P mechanics.

The airline flies to one EAS (government subsidy) route, awarded in July and started on time and one
private-subsidized route from Maui; all other routes are flown at-risk. We’ve been so successful in our
EAS route that we will soon be adding an additional subsidy-free flight. (Exhibit B)
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Operating Certificate and Authority

Mokulele conducts business as a certified FAA Part 135, Scheduled Air Carrier. Refer to Exhibit A for
copies of Mokulele’s FAA Air Carrier Certificate.

Routes and Airports Served

Barbers Point
Kalaeloa JRF

Honolulu

MOLOKA'l

Ho’olehua

Kapalua MAUI

Kahului

Lana’i City
LANA'I
HAWAI'l

(THE BIG ISLAND)

Market Opportunity
The following, in descending order of importance, are ten elements that will lead to the continued
success of Mokulele Airlines:

>

>

Employing an experienced, professional management team that combines visualization, realism
and solid knowledge of the Federal Aviation Regulations relating to flight and legal
responsibilities involved for companies engaged in scheduled passenger flights.

The management team’s strengths include familiarity with the latest aviation, electronic and
informational technologies; familiarity with the region and markets to be served; realization of
the crucial importance of an organization’s personnel and their relationship to the company’s
success and a total commitment to the overall mission and goals of the airline.

Implementing an intelligent, progressive and aggressive marketing strategy that identifies
Mokulele Airlines as a unique air carrier flying unique routes with a unique passenger clientele.
It is a marketing philosophy that identifies Mokulele and its employees as sharper, smarter and
with a higher level of professionalism and operation standard than is the norm in the market,
combined with highly competitive fare pricing.

Presenting a friendly, cooperative, enjoyable yet highly professional safety-conscious flight crew
to the traveling public.



> Maintaining aircraft with a highly trained and knowledgeable staff equipped with spare parts
and tooling, yields aircraft that comply with all FAA aircraft maintenance standards and high
dispatch reliability.

> Establishing a high level of operational oversight and quality control that will ensure that
Mokulele always lives up to its commitment to a high level of flight safety, customer satisfaction
and convenience at a reasonable, highly competitive fare.

» Growing the company based on need rather than growth for growth’s sake. This requires being
aware of solid niche-enlargement opportunities that will allow incremental, but always
profitable expansion. Examples of this strategy include the expansion of service to Kapalua and
Hana, Maui in 2012.

» Development and implementation of code share and interline agreements with well-established
major airlines thus offering cost advantages to our clients.

» ldentifying and developing cost-effective opportunities for new markets, new market concepts
and expanded sales potential. This objective can be accomplished by maintaining an awareness
of combining the core aviation business with ancillary marketing concepts and activities and
ground-based operations that support, supplement, and complement the aviation elements of
the business. These elements include such activities as aviation services, and other logical
business pursuits both within and outside the immediate aviation business.

> Utilization of the latest electronic and informational technologies in sales and marketing,
reservations, scheduling, resource planning and operational oversight. Technologies such as
Internet marketing, reservations, operational oversight and flight tracking all contribute to
reduced staffing requirements for Mokulele.

Competitive Advantages

The current competitive environment for Mokulele Airlines is bright with very little competition.
Mokulele Airlines is uniquely positioned to continue growing. Our customers love the personal
attention given to them by our staff, shorter check-in requirements, and customer initiatives such as
free parking at most of our airports and shuttles to the other terminals at the larger airports. By
providing frequent service at affordable fares, Mokulele is quickly growing to be Hawai’i’s premier inter-
island carrier.

Codesharing and Interline Agreements

Codeshare and interline agreements provide our travelers with the additional protections of IATA
agreements and single ticketing to many destinations covered by our codeshare and interline partners.
Customers can purchase one ticket from Ho’olehua to Boise, Idaho, for example. Our systems are
capable of both inbound and outbound codesharing and reciprocal frequent flyer benefits (including
accrual and redemption).
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Modern Distribution

Customers are able to book a ticket on Mokulele using their favorite online booking tool, via most
corporate travel portals, through traditional travel agents, and also through 3 airlines. Mokulele uses
Radixx and SkyVantage to power our reservation system and industry-standard Type A messaging and
electronic ticketing with all the major GDS’s.

The Mokulele website also allows for online changes & cancellations — reducing the need to contact our
reservations office or make a trip to the airport. Cancellations are mostly refunded to a voucher, which
can also be redeemed online.

The private booking portal allows for tour operators, travel agents, and businesses to better manage
their travel by providing real time reports, access to credit limits, reservation details, and cancel/change
abilities.

Sabre [glells[{sF=13

INTERNATIONAL

" o
- AMADEUS

Travelport Your technology partner
@ Expedia CRBITZ

*
N4 Tickets, ** travelocity

Creative Marketing
Mokulele believes in reaching out to our customers using creative ads that help set the tone for their
vacation. Mokulele uses a variety of direct-contact methods — ranging from social media, co-op
partnerships with our destinations, tourism board outreach programs, and emails. Mokulele also
spends money on television, radio, and print advertising.




HAMAINS #l ISLAMD HOPPFER

39 | 49 399

SQZ Nokwiee Ao

OME WAY CONE WAY OMNE WAY
Irhe towes & loos Wchaces fomes & loos s brcfiry doms & oo
BETWEER: BETWEER; BETWEEMN:
= Lawva | ity o] Kabobui = Honobdu ond Ho oletwes = Warmeo-Kofala cnd Kol
= Kabubsd and Ho olehua = Kono and Eapalua
= Homa and Eabului = Ko and Eabiuhks
| = Hona and Kapalua = Honciulu and Eapaiua

Buy cnd Fiy al these pidces now fhrough
avadabie only onkng al v ke

Decermber 19, 2003, Moyl Seals ore imiled and

: CONNECTING YOU TO
0'AHU HAWAI' & THE WORLD

%4 sovew MOLOKA'
e

LANAI
SF
Moktite Qitives

VISIT MOKULELEAIRLINES.COM
TO JOIN OUR FREE CORPORATE
TRAVEL PROGRAM TO RECEIVE
GREAT RATES AND BENEFITS

HAWAI'I

G ISLAND)

WAIMEA-
.—-’:"-&”ﬂg’gfﬁ‘ﬁ ,,Hq»,fi,l;-f-‘

e
r

MOKULELEAIRLINES.COM Shencelobin s

Smarter selling solutions

As many costs rise, Mokulele is able to respond rapidly to the changing environment. By offering ONLY
9 seats per flight, we have the ability to make a profit on a flight with only 4 or 5 passengers on board —
and during peak times, we can add additional planes, ‘extra sections’, and fly 18 or 27 customers at the
same time!

The airline is also focused on its corporate sales program, which gives frequent users a private booking
portal that has lower fares, relaxed fare rules, and free baggage allowances. The booking portal also
allows for online changes & cancellations — alleviating the need to call into the reservations office.
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The Aircraft

The proposed flights are offered aboard a Cessna Grand Caravan operated with both a captain and a
first officer onboard. The Cessna Caravan is a modern aircraft, still in production. Manufactured by one
of the most recognized aviation companies in history, the Caravan is one of the largest and safest
aircraft of its size and range. The aircraft comfortably seats nine passengers with a large cargo pod for
baggage. The aircraft is equipped with modern avionics, fully integrated auto pilot, and onboard
weather radar. The aircraft are air conditioned and heated for passenger comfort.

Comfortable Interior

Mokulele has outfitted all Caravans with a single seat — per side configuration. This provides every
guest on board with a window and aisle seat. Each airplane is air conditioned and most seats have a
reading light and personal air vent. Each aircraft also has a secure bulkhead separating the cockpit
from the cabin — giving our pilots an extra level of security, or may leave the doors open to provide our
passengers with amazing views from the front of the aircraft.




Track Record

Under the current leadership team, the company has been able to grow to its highest levels in the entire
history of the airline. Since the purchase by Transpac Holdings, the airline has nearly doubled in size
while passenger traffic has grown 115%. The company saw a massive spike in traffic during 2013 when
Mokulele upgraded its fleet, seeing an 88% increase in passenger traffic on only 60% growth.

Mokulele Historical Performance
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Special Discussion of Merced, CA EAS Eligibility and Impact on Service Proposal

By DOT Order 2014-6-6 issued June 24, 2014, Merced, CA’s eligibility under the Essential Air Service
program was terminated. That same order establishes a means by which a community may petition for
restore its eligibility in a joint filing with an air carrier. We believe this proposal represents a means by
which Merced may accomplish that goal. Over the past few years Merced has suffered from infrequent
and unreliable service. Mokulele contends that this alternate service pattern featuring three weekday
roundtrips to Oakland will enable to the community to reach its 10 passenger per day enplanement
goal. Moreover the inclusion of a third aircraft, acting as a dedicated spare, in the two city proposal will
restore the reliability this service has sorely lacked for so long. The proposal related to Merced is based
upon a selling average fare of only $75 one way. This lower fare structure will further stimulate
ridership as the community realizes it true traffic potential.
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This proposal offers the communities and the DOT the following possible scenarios:
Service Option 1:
Service to Visalia, CA ONLY (no Mokulele service to Merced, CA)

With this proposal, Mokulele offers a single dedicated CN-208B aircraft dedicated to operating three
weekday roundtrips in either the Visalia, CA to Los Angeles International market or the Visalia, CA to
Long Beach Airport market, pending final facility negotiations. Weekend Service would consist of two
roundtrips each weekend day. As subsidy compensation for ONLY that service, Mokulele would require
$1,534,759.90, or roughly $791.93 per segment. This is offered for a two or four year term. This option
is not available if Service Option 2 is selected.

Service Option 2:
Service to Merced, CA ONLY (no Mokulele service to Visalia, CA)

With this proposal, Mokulele offers a single dedicated CN-208B aircraft dedicated to operating three
weekday roundtrips in the Merced, CA to Oakland International Airport market, pending restoration of
the communities Essential Air Service eligibility. Weekend Service would consist of two roundtrips each
weekend day. As subsidy compensation for ONLY that service, Mokulele would require $1,243,352.72
or roughly $641.56 per segment. This is offered for a two or four year term. This option is not available
if Service Option 1 is selected.

Service Option 3:
Service to both Merced, CA AND Visalia, CA

With this proposal, Mokulele offers three CN-208B aircraft. With a dedicated spare, the two line aircraft
would be deployed operating three weekday roundtrips in the Merced to Oakland International market
(pending restoration of the communities Essential Air Service eligibility) as well as three roundtrips in
the Visalia, CA to Los Angeles International market, or the Visalia, CA to Long Beach Airport market.
Weekend Service would consist of two roundtrips each weekend day on the primary service routes.
Additionally, Visalia would receive a daily, one-stop flight to Oakland International Airport via Merced in
this proposal. As subsidy compensation for that level of service to each community, Mokulele would
require $1,243,352.72, or roughly $641.56 per departure for Merced and $1,868,398.51, or roughly
$704.52 per departure for Visalia. Total required subsidy compensation for Mokulele service to BOTH
communities would be $3,111,751.23. This is offered for a two or four year term.

Conclusion

Mokulele is an established, Part 135 air carrier with a solid track record of frequent and reliable service.
With these three options, Mokulele offers both Merced and Visalia service options that will build
ridership. Mokulele is an established Essential Air Service provider, recently announcing additional,
subsidy free service over and above its EAS requirement in the Waimea-Kohala market, due to
increasing ridership. (Exhibit B) Mokulele looks forward to bringing the same commitment to quality air
service that has established it as a primary player in the tough Hawaiian inter-Island market to the
mainland.
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Exhibit A

Federal Aviation
instration ‘

Air Carrier Certificate

This certifies that |

MOKULELE FLIGHT SERVICE, INC,
i 73-350 U'U DRIVE
KATLUA-KONA, EAWAIT 96740

has met the requiraments of the Federal Aviation Act of 1958, as amended, and the rules,
regulations, and standards prescribed thereunder for the issuance of this cerfficate and is
hereby authorized to operate as an air carrier and conduct common carriage operafions in
- accordance with said Actand the rules, regulations, and standards prescribed thereunder
+and the terms, conditions, and fimitations contained in the approved operations specifications.

This certiﬁ;cate is not transferable and, unless sconer surrendered, suspended, or revoked,
shall continue in effect indefinitely.

By Direction of the Administrator

c, hicholas Reves
(Signature)
. Fegional Flight Standards
Effisctive: Date: Jaauary 30, 2005 Division Mar.
(Tite)

Certificate number, __HE

lssued at _WE-13-fionoluiy, HI ligstern Pacific Region

(Region/Office)

F s Foom 843013 (587 Eerans Fems (FUF)
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Exhibit B
MOKULELE AIRLINES EXPANDS SERVICE BETWEEN
KAMUELA AND MAUI WITH THE ADDITION OF

A THIRD DAILY ROUNDTRIP FLIGHT

New flight being added to meet the demand for service from Kamuela
which has exceeded EAS expectations.

Kailua-Kona, HI — June 26, 2014 ... Mokulele Airlines has announced that it is expanding its service
between Kamuela-Waimea on the Big Island and Kahului, Maui by adding a third daily roundtrip flight to meet
growing demand. Mokulele began offering service form Kamuela in September 2013 after being awarded the
Essential Air Service (EAS) contract from the Hawaii Department of Transportation. EAS is a government program
designed to help ensure that smaller communities have access to commercial air service.

“Since winning the award, we’ve focused on delivering low fare, high-quality flights to the community by working
directly with those who would use our service, and our boardings have reflected that,” explains Mokulele’s
President and CEO Ron Hansen. Since Mokulele initiated the service, air traffic has grown more in Kamuela than in
any other EAS market in the past two years. Mokulele expects to fly over 12,000 passengers in its first year of
operation from Kamuela, compared to approximately 50 flown by the previous operator over a similar time period.

Mokulele will now offer 42 weekly flights between the two destinations, only 24 of which are subsidized by the
EAS program. “The EAS program can truly help small communities when partnered with the right operator,”
Hansen adds. “Because of the EAS program, we’re now able to increase flights, and hopefully grow Kamuela off of
the EAS subsidy program by the end of our four-year agreement. We’re doing whatever it takes to build traffic to
the point the market is 100 percent self-sustaining and no longer dependent on federal dollars.”

With the new flights, passengers can depart from Kahului at 8:35 am and arrive in Kamuela at 9:20 am. Maui-bound
passengers can depart Kamuela at 9:40 am and arrive in Kahului at 10:25 am. Fare start at $69 each way, taxes
included, some restrictions apply and seats may be limited. Complete details and flight schedules can be found at
www.mokuleleairlines.com.

About Mokulele Airlines

Mokulele Airlines, flying the skies of Hawaii since 1994, was purchased by TransPac Aviation, Inc. in 2011 with a
goal of providing high quality, low-cost interisland air service. Mokulele, which is headquartered in Kailua-Kona,
now offers more than 120 flights a day connecting Oahu, Molokai, Lanai, Maui and the Big Island on its fleet of
nine-passenger, turbine-powered Cessna Grand Caravans. For reservations & information, visit
mokuleleairlines.com, facebook.com/mokulele, contact your favorite travel agent or call 866-260-7070.
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Before the United States Department of Transportation
July 11, 2014

Proposal to Provide Essential Air Service at

MERCED, CALIFORNIA Docket OST-1998-3521
VISALIA, CALIFORNIA Docket OST-2004-19916

Under 49 U.S.C. 41731 et seq.

Proposal of SeaPort Airlines, Inc. to Provide
Essential Air Service at Merced and Visalia, California

By Order 2014-5-9, the U.S. Department of Transportation (“the Department”) requested proposals
from carriers interested in providing Essential Air Service (EAS) at Merced and Visalia, California no
later than June 27, 2014. On June 25, 2014, Mokulele Airlines requested and was granted an
extension of the proposal submission deadline to July 11, 2014.

SeaPort Airlines, Inc. respectfully submits the proposals to provide subsidized essential air service
contained herein and summarized as follows:

e Merced, California: 18 weekly roundtrips to Oakland International Airport (San Francisco Bay
Area) and 6 weekly roundtrips to Burbank Bob Hope Airport (Central Los Angeles) with an
annual subsidy requirement of $1,838,623.

e Visalia, California: 12 weekly roundtrips to Oakland International Airport and 12 weekly
roundtrips to Burbank Bob Hope Airport requiring an annual subsidy of $1,990,563.

Each proposal is submitted on a stand-alone basis and assumes award of a two year contract. At
the discretion of the Department and each community, however, SeaPort would enter into a four
year contract with annual subsidies equal to those requested for a two year contract.

After this proposal is docketed, SeaPort Airlines will schedule a meeting with each community to
explain our proposal in detail and answer any questions. In the interim and throughout the carrier
selection process, questions regarding this proposal should be directed to:

Timothy Sieber
Executive Vice President
SeaPort Airlines, Inc.
7505 NE Airport Way
Portland, OR 97218
(971) 340-1716
tsieber@seaportair.com



http://www.seaportairlines.com/
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Discussion of Proposal

Company Introduction

SeaPort Airlines, Inc. is a FAA certified scheduled airline based in Portland, Oregon with over 30
years of experience in commercial aviation. In addition to Portland, the company has operational
bases at Memphis, Tennessee (MEM); San Diego, California (SAN); and Juneau, Alaska (JNU).

Our 240 professionals provide service to 23 cities across nine states with a fleet of 18 aircraft. The
company’s route map as of the date of this proposal is provided below:

SEAIPORT Zezzz=.
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The primary focus of SeaPort Airlines is to provide affordable and reliable air service to small and
rural communities across America. Service to nine of the communities on our route map is provided
under the EAS program: Athens, Georgia; Pendleton, Oregon; ElI Dorado, Hot Springs, and
Harrison, Arkansas; Salina and Great Bend, Kansas; Jackson, Tennessee; and Imperial/El Centro,
California. SeaPort Airlines has submitted proposals to provide EAS at Tupelo and Greenville,
Mississippi and Muscle Shoals, Alabama.

Finally, increasing our presence in California is a major focus of SeaPort Airlines. In addition to the
proposals herein to provide EAS at Merced and Visalia, SeaPort has submitted applications to the
Department for authority to operate service between San Diego and San Felipe, Baja California,
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Mexico. SeaPort has also identified four intra-California routes that it believes have strong profit
potential and, subject to available aircraft, will be added during 2015.

Once SeaPort Airlines is awarded an EAS contract and service is launched, we develop a
partnership with each community by participating in local events, donation of tickets, on-going
dialogue with airport management and community leaders, and presentations to civic clubs and
other similar organizations. We also have a reputation of being responsive to community needs,
affording them the opportunity to comment on schedule and fare changes before they become
effective. The most recent example occurred at Imperial/El Centro, CA, where a departure time from
Burbank was moved 10 minutes later to better accommodate connections with a Southwest Airlines
flight from Sacramento.

Our commitment to EAS communities is demonstrated by the fact that in every “Lower 48”
community that SeaPort serves in the EAS program, we have been re-selected for subsequent
terms at the end of our first contract period. This includes reselection during 2012 to four-year
contract renewals (rather than the standard two-years) at both Salina, Kansas and Pendleton,
Oregon, after both communities voiced their overwhelming support for SeaPort Airlines. Similarly,
during 2013, we were selected for a four-year renewal at the Arkansas communities of El Dorado,
Harrison, and Hot Springs.

Aircraft

SeaPort Airlines’ proposal at Merced and Visalia contemplates operations with Cessna
Caravans that will allow us to offer safe, comfortable, and affordable air transportation with a
reasonable level of frequency.
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Produced in the USA, the “Caravan” was originally designed in the 1980’s to replace an aging
fleet of piston-powered aircraft, such as the De Havilland Otter and Piper Chieftain. Over 2,000
Caravans have been built logging a total of over 12.5 million flight hours. The Caravan is
certified for single-pilot operation, however SeaPort typically operates with both a Captain and
First Officer.
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The large cargo pod on the Caravan allows for more baggage than can be accommodated on
older piston twins (i.e., Piper Chieftain and Cessna 402) and allows us to segregate passenger
baggage for security purposes.*

Proposed Service Patterns & lllustrative Flight Schedules

At Merced, SeaPort Airlines proposes to provide 18 weekly roundtrips to Oakland and 6 weekly
roundtrips to Burbank. At Visalia, 12 weekly roundtrips to Oakland and 12 weekly roundtrips to
Burbank are proposed. An lllustrative schedule for Merced and Visalia is provided below.

Illustrative Schedules for Merced & Visalia, California

Flight Leave Arrive Freq Stops Flight Leave Arrive Freq Stops
Merced =» Burbank Burbank =» Merced

5305 12:20pm  2:05pm  ExSun 0 5104 12:25pm  2:10pm  ExSat 0
Merced = Oakland Oakland =» Merced

5301 6:00am  6:50am ExSun 0 5302 8:45am  9:35am ExSun 0
5303 10:00am 10:50am ExSat 0 5304 11:10am 12:00pm ExSat 0
5105 2:30pm  3:20pm  ExSat 0 5108 7:10pm  8:00pm ExSat 0
Merced = San Diego San Diego =» Merced

5305 12:20pm  3:30pm ExSun 1 5104 11:00am  2:10pm ExSat 1
Visalia = Burbank Burbank =» Visalia

5440 5:45am  6:50am ExSun 0 5200 8:10am 9:15am ExSun 0
5203 2:15pm  3:20pm  ExSat 0 5306 6:10pm  7:15pm ExSat 0
Visalia = Oakland Oakland =» Visalia

5201 10:30am 11:.50am ExSun 0 5202 11:45am 1:.05pm ExSun 0
5107 5:30pm  6:50pm  ExSat 0 5105 3:50pm  5:10pm  ExSat 0
Visalia = San Diego San Diego =» Visalia

5440 5:45am  8:15am ExSun 1 5200 6:45am  9:15am  ExSun 1
5203 1:35pm  4:05pm ExSat 1 5306 4:45pm  7:15pm ExSat 1

It is important to point out that the schedules shown are for illustrative purposes only and that, if
selected to provide EAS at Merced and/or Visalia, SeaPort Airlines will solicit comments from each
community on proposed flight schedules prior to publishing them for sale to the public and, as much
as practical, any comments will be incorporated into the final schedule.

SeaPort believes that the schedule pattern contained herein would meet the needs of travelers
to/from Merced and Visalia for the following reasons:

e Schedules at both communities include 1-stop service (no change of planes) to/from San
Diego via Burbank that SeaPort would initiate concurrent with the new EAS service at
Merced and Visalia, resulting in both communities having nonstop or 1-stop to three of the
four largest markets in California.?

! The cargo pod on the Cessna Caravan has a maximum capacity of 111 cubic feet and 1,090 pounds. In
comparison, the Piper Chieftain has a maximum capacity of 65 cubic feet and 700 pounds in its nose compartment
and two wing lockers.

2 san Francisco/Oakland, Greater Los Angeles, and San Diego, with Sacramento being the unserved fourth largest
metro market.
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¢ At both Merced and Visalia, we are proposing four flights each weekday to/from hub airports,
with reduced frequencies on Saturdays and Sundays. This is double the number of flights
to/from the hub that the incumbent operates and we believe the greater choice of flight times
(along with attractive fares) will result in more residents and visitors using the “hometown”
airports at Merced and Visalia.

e We propose that an aircraft overnight at both Merced and Visalia, allowing both cities the
benefit of an early morning departure.

e Both communities will be provided with a dual-hub service that provides extensive
connectivity with both legacy and low-fare airlines. As we have proven in other EAS markets,
dual—hugb service plus greater flight frequencies increases resident and visitor use of the local
airport.

e Most importantly, our proposal will not result in Merced and Visalia sharing aircraft capacity.
This means that each community will have access to 100% of the capacity of each flight,
increasing chances that seats will be available at a reasonable fare. This is particularly
important at Merced, which is at risk of losing its eligibility for subsidized EAS service (see
discussion below).

As outlined above, SeaPort’'s proposal contemplates service from Merced and Visalia to both
Oakland International Airport and Burbank Bob Hope Airport. The benefits of each of these hubs as
gateways to the national air transportation system are summarized below.

Oakland International Airport (San Francisco Bay Area)

SeaPort Airlines’ proposal to provide EAS at Merced includes three roundtrips to Oakland
International Airport (OAK) each weekday, two roundtrips on Saturday, and one roundtrip on
Sunday. The proposal at Visalia includes two roundtrips to OAK each weekday and one roundtrip
on both Saturday and Sunday.

Oakland International Airport is one of three major airports serving the San Francisco bay area. Of
the three airports, OAK has the lowest cost per enplanement, which translates into lower subsidy
requirements which enhances our ability to offer low fares that can increase enplanements. Equally
important, Oakland does not incur air traffic delays at any meaningful level, and certainly not in any
way comparable to those at San Francisco International Airport.

OAK provides convenient access to the San Francisco Bay Area, including transportation to both
downtown Oakland and San Francisco via the Bay Area Rapid Transit (BART) system. AirBART is a
shuttle service that links with the BART rail system at the Coliseum/Oakland Airport station. From
there, it is a quick ride to major tourist and business centers in the Bay Area including San
Francisco’s Embarcadero (21 min), downtown Berkeley (23 min), and Central Oakland (10 min).

As of June 2014, OAK was served by eight airlines offering an average of 142 daily departures to 49
nonstop destinations. Low-fare carrier Southwest Airlines has the largest presence at OAK, offering
approximately 71% of the total departing seats at the airport each day. While Southwest is not the
low-fare leader it once was, it still provides market discipline with respect to fares which, when
combined with the carrier’'s large presence, results in average paid fares at Oakland being lower
than at either San Francisco International Airport or San Jose International Airport.

®This is not operationally or economically viable in all EAS markets. In the case of Merced and Visalia, however, it is
feasible and therefore should be leveraged.
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Nonstop Destinations Served from Oakland International Airport — June 2014

The newest carrier at OAK is Norwegian Air Shuttle, a carrier that offers low-fare trans-Atlantic
service to Stockholm and Oslo on the advanced Boeing 787. From these two hubs, connections are
offered to major cities throughout Europe. Norwegian Air Shuttle has announced that during Summer
2015, it will add service from Oakland to Barcelona and London Gatwick.

SeaPort’s interline partner, Alaska Airlines, provides a wide breadth of service from Oakland
including to its two largest hubs at Seattle and Portland, as well as service to four markets in Hawaii.
In total, Alaska Airlines provides an average of 10 departures each day from OAK.

SeaPort has met with Oakland International Airport to discuss facilities to accommodate the flight
schedules to/from Merced and Visalia, as contained herein, with those discussions resulting in
estimates for the calculation of “Traffic Servicing” costs in the requested subsidy levels. SeaPort
would utilize a “common use” ticket counter in Terminal 1 and enplane/deplane passengers through
gate 4A, which provides ground level boarding with an elevator to accommodate handicapped
customers. This gate is in the same concourse as all other airlines serving OAK, except Southwest,
which operates from preferential use gates in a separate concourse that is connected by a walkway
inside the security checkpoint (i.e., no need to reclear security when not checking baggage).

Burbank Bob Hope Airport (Los Angeles Basin)

SeaPort’s proposal to provide EAS at Merced includes a single roundtrip to Burbank each business
day, with no northbound service (i.e., Burbank to Merced) on Saturday and no southbound service
on Sunday. SeaPort’'s Visalia proposal includes two roundtrips each weekday, one roundtrip on
Saturday, and one roundtrip on Sunday.

Burbank Bob Hope Airport (BUR) provides convenient access to the Los Angeles area. It is the
closest commercial service airport to many popular LA destinations, including Universal Studios,
Warner Brothers Studios, Rose Bowl Stadium, Dodger Stadium, Kodak Theater, Getty Center, Santa
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Monica, Griffith Park, Hollywood Bowl, and The Grove. The drive from BUR to downtown Los
Angeles typically takes about 30 minutes compared to 45 minutes from Los Angeles International
Airport.

BUR also offers the convenience of multi-model transportation. Both Amtrak and Metrolink trains
serve the Bob Hope Airport Train Station daily, providing service to Downtown Burbank, Glendale
and Union Station in Downtown Los Angeles. In addition, the airport offers free shuttle service to the
Downtown Burbank Station, where connections with the Santa Clarita Line can be made, as well as
to the North Hollywood Red Line Station for easy access to Hollywood and Downtown Los Angeles.

As of June 2014, BUR was served by seven airlines (including SeaPort) that operate an average of
66 departures each day to 12 nonstop destinations. As with OAK, the largest carrier at Burbank is
Southwest Airlines, which offers approximately 80% of the total departing seats each day. This
contributes to Burbank consistently having the lowest average fare among all of the airports in the
Los Angeles Basin.*

Nonstop Destinations Served from Burbank Bob Hope Airport — June 2014

SeaPort currently provides service at Burbank and our existing leasehold is sufficient to
accommodate the average 3 additional flights that Merced and Visalia would generate, as well as
the planned frequencies between SAN and BUR that would be launched on the same day if awarded
the EAS contracts in this proposal.®

* Includes Burbank Bob Hope Airport, Los Angeles International Airport, Orange County/John Wayne Airport, and
Ontario International Airport.

® And planned flights SAN-BUR flights planned to launch concurrent with this EAS contract or, if not selected, during
4Q2014.
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Fares & Pricing

In every market that SeaPort serves, we offer fares priced on a one-way basis with the following
structure:

= The highest price point (branded “FULLFlex”) provides customers with total flexibility to
change their travel plans or, if travel plans get cancelled, obtain a full refund without incurring
a service charge. Customers using this fare also are permitted a second checked bag at no
additional charge and, at select airports, access to the “express lane” at the security
checkpoint (this option will be sought at Oakland).

= The lowest price point (branded “NOFlex”) is offered on a limited number of seats on each
flight and best suited to customers certain about their travel plans. This fare requires an
advance purchase of between 7 and 14-days and once purchased, no refunds or changes to
the itinerary are permitted. In exchange customers get a great low fare, with NOFlex fares
typically priced between $39 to $59, including taxes and fees.

= In between these two price points are a range of fares (branded as “FREE2Flex” and
“Flex4FEE") offering different levels of flexibility to change tickets depending on a specific
customer need. As with NOFlex fares, these fares are made available on every flight, but on
a limited number of seats depending on time of day, day of the week, season, etc. The
farther in advance a reservation is made, the more likely a customer will be to obtain the fare
best for them.

The table below summarizes the selling fares that SeaPort proposes to offer at Merced and Visalia
along with the rules and restrictions applicable to each “fare family.”

SeaPort Airlines Fare Families & Proposed Selling Fares at
Merced & Visalia, California

Description of Fare Families

Fare Brand | FULL Flex |[ FREE 2Flex || Flex4 FEE || NO Flex |
Booking Class Y B M Q
Typical Advance Purchase (days before departure) 0 0,3 3,7 7,14,21
Refunds Permitted Yes No No No
Changes to Itinerary After Ticketed $0 $0 $50 Not Permitted
Stand-By For Earlier Flight on Same Day as Ticketed $0 $0 $25 Not Permitted
Access to Express Security Screening Yes No No No
2nd Checked Bag at Not Charge Yes No No No
Service Fee for Booking By Telephone $0 $0 $0 $25
Proposed Fares at Merced
To/From Burbank (Los Angeles) $99 $79 $49 $39
To/From Oakland (San Francisco) $79 $69 $49 $39
Proposed Fares at Visalia
To/From Burbank (Los Angeles) $99 $79 $59 $49
To/From Oakland (San Francisco) $99 $79 $59 $49

During the first 30 days of service, SeaPort Airlines would offer an introductory fare of $39 (including
all taxes and fees) in both Merced and Visalia. This fare would be available on every seat and every
flight during the period.
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Interline Connectivity & GDS Display

SeaPort Airlines tickets may be purchased by calling our toll-free reservation number, online at
www.SeaPortAirlines.com, at any travel agent connected to a major global distribution system
(GDS), or all of the major online travel agencies and meta-searchers such as Orbitz, Travelocity,
Expedia, Kayak, Hipmunk, and CheapoAir.

On March 23, 2014, SeaPort Airlines became the first US airline to be completely hosted by the
Amadeus Altéa reservation platform. This system is one of the top three distribution systems in the
world and is the same reservation system for such leading airlines as Air France/KLM, Qantas,
Emirates, Korean Airlines, and others. Southwest Airlines has announced it will become the second
US carrier to be fully hosted by Amadeus, when it migrates domestic reservations to Altea in 2015
having already deployed the platform for its international service in January 2014.

With this new system, SeaPort has unsurpassed capability compared to other regional airlines with
respect to interline ticketing, offering optional services, through baggage check-in, Inter-Airline Thru
Check-In (IATCI), SMS notifications to customers of schedule changes and flight irregularities, the
ability for customers to make online changes to reservations, and (eventually) online check-in.

Most importantly, however, Altéa enabled SeaPort Airlines to implement its first bilateral interline e-
ticketing and baggage agreement.® That agreement with Alaska Airlines was activated on March 24,
2014, the day after the reservation migration was completed. The company has initiated discussions
with multiple airlines about potential incremental revenue from connecting SeaPort customers to
build a business case for interline agreements similar to the one with Alaska Airlines. Among those
carriers is Norwegian Air Shuttle, the low-fare international carrier as previously described, that also
uses Altea as its reservation platform.

In addition to the reservation platform, in early 2014 SeaPort Airlines began to offer rental cars and
hotels on its website. SeaPort will enhance this offering by early 2015 with a dynamic booking
process for business trips and vacations that will allow customers to book flights (including those of
interline partners), rental car, and hotel in a single transaction and all from a single screen.

Continued EAS Eligibility for Merced

DOT has filed a notice of determination and intent to terminate the eligibility of Merced for EAS
subsidized service based on enplanements for the year ending September 30, 2013 being below an
average of 10 per day. DOT provided similar notices to 12 other communities.

SeaPort’s proposal specifically addresses the EAS eligibility challenge facing Merced as follows:

e A greater choice of departure times, including an aircraft that originates in Merced each
morning.

¢ Elimination of Merced service potentially being tied as “upline” from Visalia and resulting in
both communities having to share seats on each flight. By separating the two markets, this
ensures that Merced customers will have more access to the seats they want at the price
they want.

® Bilateral agreements allow both participating carriers to make reservations and issue tickets on each other’s flights. A unilateral
agreement only allows one carrier to sell and issue tickets.
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e Service to Oakland and Burbank, two airports dominated by Southwest Airlines, with
resultant downward pressure on fares that encourages more traffic, more so than would the
addition of the local segment to fares offered at Los Angeles International Airport.

e SeaPort’s operations are conducted under FAR Part 135 which minimizes the impact of the
current pilot shortage affecting other airlines, including the incumbent carrier at Merced and
Visalia, lowering the exposure to cancellations, and delays due to crew shortages.

o SeaPort’'s marketing activities would be targeted to address the specific challenge faced by
Merced. This would translate into “front loading” of marketing expenditures using media
placement (print, radio, outdoor, etc.) with each dollar spent leveraged into additional
advertising placement through trade agreements. The marketing program will be supported
by customer engagement on social media sites and community outreach conducted by
SeaPort’s full-time, California-based Manager of Community Affairs. These activities will
focus primarily on the Merced community but will also reach into the catchment area of
Modesto City-County Airport (see discussion below).

e Fares as low as $39 (even the highest fare is less than $100) are aimed at stimulatiing use of
the Merced’s air service, but yet not so low that resultant subsidies exceed $200 per
passenger (another measure that EAS communities must not exceed to maintain eligibility
for subsidized service).

Finally, we believe that enplanements at Merced will benefit from the recent end of scheduled air
service at Modesto, a community 38 highway miles away (or about 44 minutes drive time). SeaPort
believes it reasonable to assume a percentage of those travelers that historically used Modesto City-
County Airport to fly to the Bay Area will, at the very least, explore the service available them at
Merced Regional Airport. A portion of marketing and communication activities outlined above are
specifically intended to target this new source of enplanements.

SeaPort Airlines looks forward to the opportunity to work with the Merced community, and the
Department, to rebuild enplanement levels such that EAS eligibility is no longer at risk.
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Subsidy Request Calculations

The following pages contain the calculations to support the requested levels of subsidy for SeaPort
Airlines to provide EAS at Merced and Visalia, California.

As noted on the cover page, each proposal is submitted on a stand-alone basis and assumes award
of a two-year contract. If desired by one or both communities and approved by the Department,
SeaPort Airlines would agree to a four-year contract at the same level of annual subsidy

Respectfully submitted,

Timothy Sieber
Executive Vice President
SeaPort Airlines, Inc.

July 11, 2014
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Cessna Caravan, Two-Pilots

18 Weekly RTs: Merced - Oakland (San Francisco)
6 Weekly RTs: Merced - Burbank (Los Angeles)

Proforma Data

Operating Projections

Projected Operating Profit/(Loss)

Subsidy Calculations

Average Sector Length (sm) 136
Scheduled Departures 2,496
Scheduled Block Hours 2,600.0
Projected Completion Factor 99.0%
Projected Completed Departures 2,471
Projected Completed Block Hours 2,574.0
Passenger Projections
Projected Passengers 9,204
Passengers per Departure 3.7
Projected Average Fare $55.45
Revenue Passenger Miles (RPMs) 1,247,142
Available Seat Miles (ASMs) 3,013,433
Projected Load Factor 41.4%
Financial Projections
Revenues
Passenger Ticket Revenues $510,335
Ancillary Revenues $12,758
Total $523,094
Expenses
Flight Operations $254,826
Aircraft Ownership/Lease $300,000
Fuel & QOil $564,324
Sales & Marketing $25,000
Traffic Servicing $422,604
Insurance $46,332
Maintenance $450,450
Sub-Total - Direct $2,063,536
Indirect $185,718
Total Expenses $2,249,254

($1,726,160)

Operating Loss $1,726,160
Economic Return @ 5% $112,463
[Required Subsidy $1,838,623]
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Cessna Caravan, Two-Pilots
12 Weekly RTs: Visalia - Oakland
12 Weekly RTs: Visalia - Burbank

Proforma Data

Operating Projections

Projected Operating Profit/(Loss)

Subsidy Calculations

Average Sector Length (sm) 171
Scheduled Departures 2,496
Scheduled Block Hours 3,016.0
Projected Completion Factor 99.0%
Projected Completed Departures 2,471
Projected Completed Block Hours 2,985.8
Passenger Projections
Projected Passengers 9,985
Passengers per Departure 4.0
Projected Average Fare $67.50
Revenue Passenger Miles (RPMs) 1,702,443
Available Seat Miles (ASMs) 3,791,811
Projected Load Factor 44.9%
Financial Projections
Revenues
Passenger Ticket Revenues $673,988
Ancillary Revenues $16,850
Total $690,837
Expenses
Flight Operations $292,612
Aircraft Ownership/Lease $300,000
Fuel & QOil $651,391
Sales & Marketing $25,000
Traffic Servicing $497,587
Insurance $53,745
Maintenance $522,522
Sub-Total - Direct $2,342,857
Indirect $210,857
Total Expenses $2,553,714

($1,862,877)

Operating Loss $1,862,877
Economic Return @ 5% $127,686
[Required Subsidy $1,990,563]
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= 130 lolana Place, Honolulu, Hawaii 96819

July 11, 2014

Dear Sir/Madam:

Please find enclosed our proposal to provide Essential Air Services to the community of Merced, California, under
Order 2014-5-9. Schuman Aviation Co. Ltd. Dba Wine Country Express proposes serving the community of Visalia
with twenty six weekly flights between Merced and Los Angeles utilizing a nine passenger Cessna Grand Caravan
aircraft. We offering a second option which offers 9 passenger aircraft for years one and two and 19 passenger
aircraft for years three and four. With daily departures to and from Los Angeles, the residents of Merced can
connect to other flights in Los Angeles or arrive and depart at convenient times if Los Angeles is their end
destination. We are proposing a four year service plan, thus providing the community with much needed
continuity and reliability.

Schuman Aircraft Ltd. Dba Wine Country Express will provide the same dedication to serving the Visalia
community as we have provided to our essential air service routes in Hawaii. The residents of Molokai are
extremely pleased with the service and reliability that they receive from Schuman Aviation Ltd. Wine Country
Express is based in California and is responsive to the needs of California residents.

Sincerely,

Richard Schuman
President

808-834-5813
richard@makanikai.com

Toll Free: (877) 255-8532 ~ Local Number: (808) 834-1111 ~ Fax: (808) 837-7867 ~ email:
info@makanikaiair.com
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SCHUMAN AVIATION LTD. DBA WINE COUNTRY EXPRESS
PROPOSAL TO PROVIDE ESSENTIAL AIR SERVICES
MERCED, CALIFORNIA
Dated: July 11, 2014

Order: 2014-5-9

Served: May 21, 2014

Docket: DOT-OST-1998-3521

Wine Country Express EAS Proposal



Schuman Aviation Co, Ltd. DBA Wine Country Express Proposal to Provide Essential Air
Services to Merced, California

Summary:

This proposal for essential air services to the community of Merced, California is submitted by Schuman
Aviation, LTD. DBA Wine Country Express. The proposal is submitted under the United States of
America, Department of Transportation, Office of the Secretary, Washington, DC request for proposal,
under order 2014-5-9, dated May 21, 2014.

Background:

Schuman Aviation Ltd., based in Honolulu, Hawaii, was founded in 1996 by Richard Schuman. The
Schuman family is well known in Honolulu with roots that are traced back to 1893 when Gustav
Schuman founded one of the first automobile dealerships in Hawaii. The company’s mission is to
provide impeccable customer service at an affordable fare. Schuman is also the founder of Makani Kai
Helicopters, which, since 1988, provided more than 14,000 aerial tours without incident. Makani Kai has
received many awards and accolades, including:

.FAA’s Diamond Award for maintenance excellence.
.First aircraft operator in the US to receive the coveted IS-BAO safety certification.
.Awarded annual contract to provide helicopters and pilots for “Hawaii Five 0.

Schuman Aviation is an FAA certified Part 135 scheduled commuter operation awarded by the
Department of Transportation in 2010. Another Schuman holding, Hawaii Aviation Services is an FAA
Part 141 repair station.

Wine Country Express is a newly founded commuter airline based in California. The principals of Wine
Country Express number more than 60 collective years in the aviation sector. The principals of the
company have extensive experience in distribution, airline specific accounting, aircraft maintenance and
flight operations. The company was founded to provide scheduled services to the small communities in
California who require service that the major airlines are no longer providing.

Wine Country Express EAS Proposal
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Previous EAS experience:

Schuman Aviation Ltd, was recently awarded the Essential Air Service subsidy for Molokai, Hawaii. This
is the second EAS award made to Schuman. The renewed contract is widely acclaimed by the citizens of
Molokai. Please refer to the testimonials included in this document.

Equipment:

Schuman Aviation Ltd. Dba Wine Country Express proposes to serve the community of Merced with the
Cessna 208B Grand Caravan. The Grand Caravan is an extremely reliable nine passenger aircraft which is
in wide use throughout the world. The Caravan is currently in production and is one of the largest and
safest aircraft of its size and range. Cessna is internationally recognized as one of the best known and
reliable aircraft manufacturer’s in the world.

The Grand Caravan is configured with nine, very comfortable seats. The cabin is air conditioned and
heated assuring passenger comfort. Each aircraft is equipped with auto-pilot and sophisticated weather
radar. Pratt Whitney is the supplier of the engine fitted on the Grand Caravan. A large cargo pod
accommodates onboard luggage storage.

Option one provides four years of service to and from Merced utilizing an Cessna Grand Caravan aircraft
operating 26 flights weekly. Option two provides two years of service to the community utilizing the
Cessna Grand Caravan for a two year period followed by two years of operation aboard a nineteen
passenger Beech 1900 aircraft. The assumption is that the demand for larger aircraft is inherent in the
community but that the cancellations and erratic schedule of the last few years results in a lower
demand.

The Beech 1900 is a pressurized aircraft equipped with PT6A-65 turbo prop engines. It is manufactured
by Raytheon and is considered one of the most efficient and reliable aircraft in operation.

Both aircraft are operated with a two man crew.
Flight Schedule:

Our proposed flight schedule is based on feedback from Merced residents and city officials. The goal is
to provide service that offers good connections with other airline carriers, accommodating the onward
travel needs of the passenger.

We are proposing a schedule that includes 26 flights weekly between Merced and Los Angeles. Please
refer to the following proposed schedule. The proposed schedule is also intended to serve the needs of

Wine Country Express EAS Proposal
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the business traveler assuring a full day for meetings with a convenient return flight at the end of the

day.

Proposed Schedule for Merced

This proposed schedule is informational in nature, actual flight times may vary depending on the operational
requirements of the airline and convenience of the people of Merced.

Merced to Los Angeles Option 1 four years

Depart Arrive Frequency
6:30 a.m. 7:30a.m. Ex Sunday
12:15 p.m. 1:15 p.m. Daily

Los Angeles to Merced

Depart Arrive Frequency
9:30 a.m. 10:30 a.m. Ex Sunday
4:00 p.m. 5:00 p.m. Daily

Merced to Los Angeles Option 2 two years with 9 pax
aircraft/two years with 9 pax aircraft, two years with
19 pax aircraft

Depart Arrive Frequency
7:00 a.m. 7:38 a.m. Daily

Los Angeles to Merced
Depart Arrive Frequency
5:00 p.m. 5:38 p.m. Daily

Counter Services:

Service at the Merced counter will be staffed by professional, well trained customer service agents who
will assist the passenger with boarding and stowing their luggage. This staff is also available at clearly
marked hours to assist with future reservations, if needed. The counters will be marked with company
logos and maintained in good order.

Wine Country Express EAS Proposal
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Reservations:

Schuman Aviation LTD dba Wine Country Express, utilizes a modern easy to use computerized
reservations system that provides access to hotels, cruises and car rentals. Wine Country Express flights
are listed on most online travel agencies like Orbitz, Priceline, Expedia, etc.

Wine Country Express also provides a sophisticated, easy to use booking engine on it’s website.
Alternatively, reservations can be made by telephone with our knowledgeable customer service agents.

Interline Agreements:

Wine Country Express offers interline capabilities through our association with a well-known major
airline. These arrangements facilitate the easy transfer of passengers and their bags to interline
partners.

Passenger Fares:

Wine Country is dedicated to providing efficient, on time flights to the residents of Merced. Our fares
reflect this goal. Please refer to the enclosed proposed fare table.

Proposed Fares for Merced

Fares are based on one way purchase. The fares may not include all applicable taxes.

175.00 181.00
155.00 161.00
140.00 146.00

Benefit to the community of Merced:

Residents of Merced are looking for a reliable airline that will provide the much needed service for both
business and pleasure travel. Based on our conversations with members of the community, the
statistics for air travel in the community do not reflect their true need for air travel. Due to changes in
pilot requirements, many of the flights originally scheduled for this community were cancelled. Wine
Country Express is planning a 99% reliability factor for this community. The corporate office for Wine
Country Express is based in California.
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If awarded the EAS contract for Merced, the airlines is planning an aggressive marketing campaign which
includes using social media, television and radio ads, and participation in civic and community events
promoting the air service and participating in the community we serve.

Subsidy Requirements:

Schuman Aviation Ltd. Is offering two possible options to Merced residents. Both options are based on
a four year subsidy plan which guarantees continuity to the community. The first option includes more
frequencies on a 9 passenger aircraft for a four year period. The second option includes a 19 pasenger,
pressurized aircraft in year three and four.

Option 1 - Four years with 26 departures weekly utilizing a 9 passenger aircraft

OPTION ONE - Year 1-$1,221,278
OPTION ONE Year 2 - $1,284,686
OPTION ONE Year 3 - $1,403,968
OPTION ONE Year 4 - $1,474,647

Option 2 — Two years with a 26 departures weekly utilizing a 9 passenger aircraft, Two years with 14
departures weekly utilizing a 19 passenger aircraft

OPTION TWO Year 1 - $1,299,597
OPTION TWO Year 2 - 51,367,248
OPTION TWO Year 3 - $1,058,.760
OPTION TWO Year 4 - 51,134,637

Customer Testimonials:

From: Matthew Brittain [mailto:hiloprosocial@hotmail.com]
Sent: Saturday, November 16, 2013 4:10 PM

To: scott.faulk@dot.gov

Subject: Makani kai airlines-Molokai

Wine Country Express EAS Proposal
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Dear Mr. Faulk:

I am writing to you to as a frequent traveler to Kalaupapa on Makanikai airlines. I go there a lot
to visit with my wife, Lesly Mae Brittain, who is a RN at the settlement in Kalaupapa. Also, of
course, my wife travels on Makani Kai a lot, too. As such, | am also speaking for her as well.

We are very happy with Makani Kai airline. They are friendly, accommodating, and know and
recognize the special needs of the Kalaupapa community. They are almost like part of the family.
We especially like that they are flexible in terms of scheduling, and allow us to bring extra
luggage in, since there are no major stores there. We must bring in most of our consumer goods
that we can't bring in on the once-yearly barge, so their lenience on the luggage is a huge benefit
for us.

I hope that Makani Kai retains the contract to service Kalaupapa, it is really nice to have them.

Sincerely,

Matthew Brittain, LCSW

From: Rita [mailto:cnrward@aol.com]
Sent: Sunday, November 24, 2013 8:52 AM
To: eas@dot.gov; damientours@aol.com; richard@makanikai.com; muleman@sandwichisles.net; boland@lava.net

Subject: KalaupapaAloha,
First of all, my name is Rita Lutu Ward a daughter of a Kalaupapa Patient here on Kalaupapa.
I was told this email to let my mana'o regarding Makani Kai.

But first, allow me this time to explain abit more of what it took to finally get Makani
Kai into Kalaupapa. With all the other past airline, they have done the job as far as taking
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care of the Kalaupapa Patients traveling needs, and so forth. Aloha Air, Alii, Brandt airlines and
to mention abit more.

We have been under Pacific Wings for over 5 years | think. It was the worst time for Kalaupapa.
If you'd talk to the patients & workers in Kalaupapa there was a mode of depression while
Pacific

Wings was here. Their ridiculous prices was charged over $500.00 for round trips and same
from Kalaupapa just to Moloka'i (topside). Many of us could not afford this price and felt as if
we were all held at gun point or as hostages.

Long story short - Senator Daniel Inouye, fought for Kalaupa and heard our cries for help
on this situation. Then alas, Pacific Wings left and then others tried to get into kalaupapa and
with so

many promises but no commitment on their ends. It was only Makani Kai who stepped up

and offered their services to Kalaupapa. We are so very happy with this decision, and could
not ask for anything more. Richard Shuman(Makani Kai) have gone & beyond his duties to
help Kalaupapa. He and his staff are wonderful to us, like "Ohana" (family). And | thank them
every trip to Honolulu or back to Kalaupapa.

Just find the time to talk to either workers (state & federal) and "Our Kalaupapa Patients” they
all agree to want Makani Kai to stay. | stand with Makani Kai and do not want another airline
coming in to Kalaupapa. This is my sincere "Mana'o" (Thoughts). If you have any questions
please

don't hesitate to let me know.

Rita Lutu Ward
Daughter of Richard & Gloria Marks (Patients Of Kalaupapa

From: "Tylor Tanaka" <tatanakaO8@gmail.com>
Date: Apr 23, 2014 6:07 AM

Subject: Wrong Wings For Lup

To: "Jennifer Lyons" <jblyons808@gmail.com>
Cc:
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ALOHA EVERYONE!

Kalaupapa's EAS is expiring May 31, 2014. Meaning a NEW airline may bid for the award from
the Federal Government. Currently Makani Kai Air has the award. They have great a service like
no other airline. It's local (eh brittany you get room on this flight) if there is room we may jump
on and pay cash with no fees! FREE BAGS. PETS ARE FREE(even your chicken)FREE
CHANGE FEES.AND EVERY SEAT IS $50. They will even pick us up in the middle of the
night during tsunami with just one call! Thats how personalized they are

Now Mokulele Airlines is also bidding for the EAS award. Their Marketing director came to our
community meeting and had a presentation for us and this is what 99% of the community and |
gather from it!

"Your city is a great opportunity for us to expand"-WE ARE NOT A CITY

"daily direct flights from OGG and HNL"-never once they said nor was it on their power point,
until asked if they will provide service to topside

"our price will be competitive, which our marketing team will put that together"-their
"competitive"” pricing that their MARKETING team puts together is sale 2 seats at the "sale"
price and the rest at a much higher price! So from this information gathered from mokulele's
presentation, 99% of us residents of Kalaupapa believe, Mokulele Airlines is the wrong wings
for us!

Now some topside residents (some is family) have been writing letters in support of Mokulele
and stating "on behalf of the Molokai residents and Kalaupapa residents"! PLEASE PLEASE
DO NOT WRITE ON OUR BEHALF IF YOU DON'T KNOW HOW WE FEEL!! US
Kalaupapa Residents will be punished financially and conveniently if mokulele receives this
EAS!

So please consider how the residents will be affected before writing an support letter for
Mokulele! Also if you wanna write a letter on behalf of YOURSELF and where YOU LIVE! M

Wine Country Express EAS Proposal



Option One

Weekly Frequencies
Completion Factor
Annual Departures
Block Time (in minutes)
Annual Block Hours

Stage length (statute miles)
Available Seat Miles (9 seats)

Load Factor

Passengers

Revenue Passenger Miles
Average Fare

Revenue:

Assumptions

Direct Expenses:

Total Direct Expenses

Indirect Expenses:

Total Indirect Expenses

Income (loss)

Profit element
Subsidy requirement

Subsidy per passenger
Subsidy per departure

Passenger
Ancillaries

Fuel Cost P/Gal
Fuel Burn Gallons P/Hr

Ownership

Flight Crew

Aircraft Lease

Fuel & Into Plane Fees
Insurance

Maintenance
Miscellaneous/Reaccom

Landing Fees
Passenger Services
Marketing

General & Admin/Other

$3.00 per passenger

$4.26
55.00

$187.00
$143.00

$234.30
$67.00
$160.00
$22.00

$18.00

$60.00

$15.45
9.1%

Total Revenue

Per Blk Hr
Per Blk Hr

Per Blk Hr
Per Bk Hr
Per Blk Hr
Per Blk Hr

per dept
Per pax
per Pax
of Direct

Total Operating Expenses

Merced to Merced to Merced to Merced to
Los Angeles Los Angeles Los Angeles Los Angeles
Year 1 Year 2 Year 3 Year 4
26 26 26 26

99% 99% 99% 99%

1326 1326 1326 1326

0.55 0.55 0.55 0.55

1248 1248 1248 1248

208 208 208 208
2482272 2482272 2482272 2482272

35% 38% 41% 44%

4200 4500 4900 5200
873600 936000 1019200 1081600
$75.00 $75.00 $75.00 $75.00

$75.00 $75.00 $75.00 $75.00
$315,000.00 $337,500.00 $367,500.00 $390,000.00
$12,600.00 $13,500.00 $14,700.00 $15,600.00
$327,600.00 $351,000.00 $382,200.00 $405,600.00
$233,376.00 $233,376.00 $233,376.00 $233,376.00
$178,464.00 $187,387.20 $235,000.00 $246,750.00
$180,000.00 $180,000.00 $180,000.00 $180,000.00
$292,406.40 $336,267.36 $369,894.10 $406,883.51
$83,616.00 $83,616.00 $91,977.60 $96,576.48
$199,680.00 $209,664.00 $230,630.40 $242,161.92
$27,456.00 $27,456.00 $30,201.60 $31,711.68
$1,194,998.40 $1,257,766.56 $1,371,079.70 $1,437,459.59
$23,868.00 $23,868.00 $26,254.80 $26,254.80
$96,627.50 $101,458.88 $111,604.76 $122,765.24
$64,890.00 $69,525.00 $76,477.50 $76,477.50
$108,744.85 $120,179.59 $132,197.55 $145,417.31
$294,130.35 $315,031.47 $346,534.62 $370,914.85

$1,489,128.75

$1,572,798.03

$1,717,614.31

$1,808,374.43

($1,161,528.75)

($1,221,798.03)

($1,335,414.31)

($1,402,774.43)

$59,749.92

$1,221,278.67

$290.78
$921.02

$62,888.33
$1,284,686.36

$285.49
$968.84

$68,553.98
$1,403,968.30

$286.52
$1,058.80

$71,872.98
$1,474,647.41

$283.59
$1,112.10



Option Two

Weekly Frequencies
Completion Factor

Annual Departures

Block Time (in minutes)
Annual Block Hours

Stage length (statute miles)
Available Seat Miles (9 seats)
Load Factor

Passengers

Revenue Passenger Miles
Average Fare

Revenue:

Assumptions

Direct Expenses:

Total Direct Expenses

Indirect Expenses:

Total Indirect Expenses

Income (loss)

Profit element
Subsidy requirement

Subsidy per passenger
Subsidy per departure

Passenger
Ancillaries

Fuel Cost P/Gal
Fuel Burn Gallons P/Hr

Ownership

Flight Crew

Aircraft Lease

Fuel & Into Plane Fees
Insurance

Maintenance
Miscellaneous/Reaccom

Landing Fees
Passenger Services
Marketing

General & Admin/Other

$3.00 per passenger

Total Revenue

$4.26
55.00

$187.00 Per Blk Hr
$198.00 Per Blk Hr

$234.30 PerBlk Hr
$67.00 Per Bk Hr
$160.00 Per Blk Hr
$22.00 Per BIk Hr

$18.00 per dept
$60.00 Per pax
$15.45 per Pax

9.1% of Direct

Total Operating Expenses

Merced Merced Merced Merced
Los Angeles Los Angeles Los Angeles Los Angeles
Year 1 Year 2 Year 3 Year 4
26 26 14 14

99% 99% 99% 99%

1326 1326 728 728

0.55 0.55 0.38 0.38

1248 1248 532 532

208 208 208 208
2482272 2482272 1362816 1362816

35% 38% 60% 62%

4200 4500 8299 8576
873600 936000 1726192 1783808
$75.00 $75.00 $75.00 $75.00

$75.00 $75.00 $75.00 $75.00
$315,000.00 $337,500.00 $622,425.00 $643,200.00
$12,600.00 $13,500.00 $24,897.00 $25,728.00
$327,600.00 $351,000.00 $647,322.00 $668,928.00
$233,376.00 $233,376.00 $99,484.00 $99,484.00
$247,104.00 $259,459.20 $285,405.12 $299,675.38
$180,000.00 $180,000.00 $180,000.00 $180,000.00
$292,406.40 $336,267.36 $369,894.10 $406,883.51
$83,616.00 $83,616.00 $91,977.60 $96,576.48
$199,680.00 $209,664.00 $230,630.40 $242,161.92
$27,456.00 $27,456.00 $30,201.60 $31,711.68

$1,263,638.40

$23,868.00
$96,627.50
$64,890.00
$114,991.09
$300,376.59

$1,564,014.99

$1,329,838.56

$23,868.00
$101,458.88
$69,525.00
$127,066.07
$321,917.95

$1,651,756.51

$1,287,592.82

$26,254.80
$111,604.76
$76,477.50
$139,772.68
$354,109.74

$1,641,702.56

$1,356,492.96

$26,254.80
$122,765.24
$76,477.50
$1583,749.95
$379,247.49

$1,735,740.45

($1,236,414.99) ($1,300,756.51) (8994,380.56) ($1,066,812.45)
$63,181.92 $66,491.93 $64,379.64 $67,824.65
$1,299,596.91 $1,367,248.44 $1,058,760.20 $1,134,637.10
$309.43 $303.83 $127.58 $132.30
$980.09 $1,031.11 $1,454.34 $1,558.57

**19 seats



= 130 lolana Place, Honolulu, Hawaii 96819

July 11, 2014

Dear Sir/Madam:

Please find enclosed our proposal to provide Essential Air Services to the community of Visalia, California, under
Order 2014-5-9. Schuman Aviation Company, Ltd. Dba Wine Country Express proposes serving the community of
Visalia with twenty six weekly flights between Visalia and Los Angeles utilizing a nine passenger Cessna Grand
Caravan aircraft. A second option offers Cessna Caravan service in years one and two and B1900 service in years
three and four. With daily departures to and from Los Angeles, the residents of Visalia can connect to other flights
in Los Angeles or arrive and depart at convenient times if Los Angeles is their end destination. We are proposing a
four year service plan, thus providing the community with much needed continuity and reliability.

Schuman Aircraft Company Ltd. Dba Wine Country Express will provide the same dedication to serving the Visalia
community as we have provided to our essential air service routes in Hawaii. The residents of Molokai are
extremely pleased with the service and reliability that they receive from Schuman Aviation Ltd. Wine Country
Express is based in California and is responsive to the needs of California residents.

Sincerely,

Richard Schuman
President

808-834-5813
richard@makanikai.com

Toll Free: (877) 255-8532 ~ Local Number: (808) 834-1111 ~ Fax: (808) 837-7867 ~ email:
info@makanikaiair.com
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SCHUMAN AVIATION CO.,LTD. DBA WINE COUNTRY EXPRESS
PROPOSAL TO PROVIDE ESSENTIAL AIR SERVICES
VISALIA, CALIFORNIA
Dated: July 11, 2014

Order: 2014-5-9
Served: May 21, 2014

Docket: DOT-OST-2004-19916

Wine Country Express EAS Proposal



Schuman Aviation Co., Ltd. DBA Wine Country Express Proposal to Provide Essential Air
Services to Visalia, California

Summary:

This proposal for essential air services to the community of Visalia, California is submitted by Schuman
Aviation, LTD. DBA Wine Country Express. The proposal is submitted under the United States of
America, Department of Transportation, Office of the Secretary, Washington, DC request for proposal,
under order 2014-5-9, dated May 21, 2014.

Background:

Schuman Aviation Ltd., based in Honolulu, Hawaii, was founded in 1996 by Richard Schuman. The
Schuman family is well known in Honolulu with roots that are traced back to 1893 when Gustav
Schuman founded one of the first automobile dealerships in Hawaii. The company’s mission is to
provide impeccable customer service at an affordable fare. Schuman is also the founder of Makani Kai
Helicopters, which, since 1988, provided more than 14,000 aerial tours without incident. Makani Kai has
received many awards and accolades, including:

.FAA’s Diamond Award for maintenance excellence.
.First aircraft operator in the US to receive the coveted IS-BAO safety certification.
.Awarded annual contract to provide helicopters and pilots for “Hawaii Five 0.

Schuman Aviation is an FAA certified Part 135 scheduled commuter operation awarded by the
Department of Transportation in 2010. Another Schuman holding, Hawaii Aviation Services is an FAA
Part 141 repair station.

Wine Country Express is a newly founded commuter airline based in California. The principals of Wine
Country Express number more than 60 collective years in the aviation sector. The principals of the
company have extensive experience in distribution, airline specific accounting, aircraft maintenance and
flight operations. The company was founded to provide scheduled services to the small communities in
California who require service that the major airlines are no longer providing.

Wine Country Express EAS Proposal
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Previous EAS experience:

Schuman Aviation Ltd, was recently awarded the Essential Air Service subsidy for Molokai, Hawaii. This
is the second EAS award made to Schuman. The renewed contract has been widely acclaimed by the
citizens of Molokai. Please refer to the tesitmonials included in this document.

Equipment:

Schuman Aviation Ltd. Dba Wine Country Express proposes to serve the community of Visalia with the
Cessna 208B Grand Caravan. The Grand Caravan is an extremely reliable nine passenger aircraft which is
in wide use throughout the world. The Caravan is currently in production and is one of the largest and
safest aircraft of its size and range. Cessna is internationally recognized as one of the best known and
most reliable aircraft manufacturer’s in the world.

The Grand Caravan is configured with nine, very comfortable seats. The cabin is air conditioned and
heated assuring passenger comfort. Each aircraft is equipped with auto-pilot and sophisticated weather
radar. Pratt Whitney is the supplier of the engine fitted on the Grand Caravan. A large cargo pod
accommodates onboard luggage storage.

Option one provides four years of service to and from Visalia utilizing a Cessna Grand Caravan aircraft
operating 26 flights weekly. Option two provides two years of service to the community utilizing the
Cessna Grand Caravan for a two year period followed by two years of operation aboard a nineteen
passenger Beech 1900 aircraft. The assumption is that the demand for larger aircraft is inherent in the
community but that the cancellations and erratic schedule of the last few years have resulted in a lower
demand.

The Beech 1900 is a pressurized aircraft equipped with PT6A-65 turbo prop engines. It is manufactured
by Raytheon and is considered one of the most efficient and reliable aircraft in operation.

Both aircraft are operated with a two man crew.
Flight Schedule:

Our proposed flight schedule is based on feedback from Visalia residents and city officials. The goal is to
provide service that offers good connections with other airline carriers, accommodating the onward
travel needs of the passenger.

We are proposing a schedule that includes 26 flights weekly between Visalia and Los Angeles. Please
refer to the following proposed schedule. The proposed schedule is also intended to serve the needs of

Wine Country Express EAS Proposal
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the business traveler assuring a full day for meetings with a convenient return flight at the end of the

day.

Proposed Schedule for Visalia

This proposed schedule is informational in nature, actual flight times may vary depending on the operational
requirements of the airline and convenience of the people of Visalia.

Visalia to Los Angeles Option 1 four years

Depart Arrive Frequency
6:30 a.m. 7:30a.m. Ex Sunday
12:15 p.m. 1:15 p.m. Daily

Los Angeles to Visalia

Depart Arrive Frequency
9:30 a.m. 10:30 a.m. Ex Sunday
4:00 p.m. 5:00 p.m. Daily

Visalia to Los Angeles Option 2 two years with 9 pax
aircraft/two years with 9 pax aircraft, two years with
19 pax aircraft

Depart Arrive Frequency
7:00 a.m. 7:38 a.m. Daily
Los Angeles to Visalia

Depart Arrive Frequency
5:00 p.m. 5:38 p.m. Daily

Counter Services:

Service at the Visalia counter will be staffed by professional, well trained customer service agents who
will assist the passenger with boarding and stowing their luggage. This staff is also available at clearly

Wine Country Express EAS Proposal
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marked hours to assist with future reservations, if needed. The counters will be marked with company
logos and maintained in good order.

Reservations:

Schuman Aviation LTD dba Wine Country Express, utilizes a modern easy to use computerized
reservations system that provides access to hotels, cruises and car rentals. Wine Country Express flights
are listed on most online travel agencies like Orbitz, Priceine, Expedia, etc.

Wine Country Express also provides a sophisticated, easy to use booking engine on it’s website.
Alternatively, reservations can be made by telephone with our knowledgeable customer service agents.

Interline Agreements:

Wine Country Express offers interline capabilities through our association with a well-known major
airline. These arrangements facilitate the easy transfer of passengers and their bags to interline
partners.

Passenger Fares:

Wine Country is dedicated to providing efficient, on time flights to the residents of Visalia. Our fares
reflect this goal. Please refer to the enclosed proposed fare table.

Proposed Fares for Visalia

Fares are based on one way purchase. The fares may not include all applicable taxes.

175.00 181.00
155.00 161.00
140.00 146.00

Benefit to the community of Visalia:

Residents of Visalia are looking for a reliable airline that will provide the much needed service for both
business and pleasure travel. Based on our conversations with members of the community, the
statistics for air travel in the community do not reflect their true need for air travel. Due to changes in
pilot requirements, many of the flights originally scheduled for this community were cancelled. Wine

Wine Country Express EAS Proposal
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Country Express is planning a 99% reliability factor for this community. The corporate office for Wine
Country Express is based in California.

If awarded the EAS contract for Visalia, the airlines is planning an aggressive marketing campaign which
includes using social media, television and radio ads, and participation in civic and community events
promoting the air service and participating in the community we serve.

Subsidy Requirements:

Schuman Aviation Ltd. Is offering two possible options to Visalia residents. Both options are based on a
four year subsidy plan which guarantees continuity to the community. The first option includes more
frequencies on a 9 passenger aircraft for a four year period. The second option includes a 19 pasenger,
pressurized aircraft in year three and four.

Option One

Year one - $1,221,279
Year two - $1,257,767
Year three - $1,342,206
Year four - $1,407,142
Option Two

Year one - $1,236,638
Year two - $1,320,757
Year three - $ 994,380

Year four - $1,066,812

Wine Country Express EAS Proposal
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Customer Testimonials:

From: Matthew Brittain [mailto:hiloprosocial@hotmail.com]
Sent: Saturday, November 16, 2013 4:10 PM

To: scott.faulk@dot.gov

Subject: Makani kai airlines-Molokai

Dear Mr. Faulk:

I am writing to you to as a frequent traveler to Kalaupapa on Makanikai airlines. I go there a lot
to visit with my wife, Lesly Mae Brittain, who is a RN at the settlement in Kalaupapa. Also, of
course, my wife travels on Makani Kai a lot, too. As such, I am also speaking for her as well.

We are very happy with Makani Kai airline. They are friendly, accommodating, and know and
recognize the special needs of the Kalaupapa community. They are almost like part of the family.
We especially like that they are flexible in terms of scheduling, and allow us to bring extra
luggage in, since there are no major stores there. We must bring in most of our consumer goods
that we can't bring in on the once-yearly barge, so their lenience on the luggage is a huge benefit
for us.

I hope that Makani Kai retains the contract to service Kalaupapa, it is really nice to have them.

Sincerely,

Matthew Brittain, LCSW

Wine Country Express EAS Proposal
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From: Rita [mailto:cnrward@aol.com]
Sent: Sunday, November 24, 2013 8:52 AM
To: eas@dot.gov; damientours@aol.com; richard@makanikai.com; muleman@sandwichisles.net; boland@lava.net

Subject: KalaupapaAloha,
First of all, my name is Rita Lutu Ward a daughter of a Kalaupapa Patient here on Kalaupapa.
I was told this email to let my mana'o regarding Makani Kai.

But first, allow me this time to explain abit more of what it took to finally get Makani

Kai into Kalaupapa. With all the other past airline, they have done the job as far as taking

care of the Kalaupapa Patients traveling needs, and so forth. Aloha Air, Alii, Brandt airlines and
to mention abit more.

We have been under Pacific Wings for over 5 years | think. It was the worst time for Kalaupapa.
If you'd talk to the patients & workers in Kalaupapa there was a mode of depression while
Pacific

Wings was here. Their ridiculous prices was charged over $500.00 for round trips and same
from Kalaupapa just to Moloka'i (topside). Many of us could not afford this price and felt as if
we were all held at gun point or as hostages.

Long story short - Senator Daniel Inouye, fought for Kalaupa and heard our cries for help
on this situation. Then alas, Pacific Wings left and then others tried to get into kalaupapa and
with so

many promises but no commitment on their ends. It was only Makani Kai who stepped up

and offered their services to Kalaupapa. We are so very happy with this decision, and could
not ask for anything more. Richard Shuman(Makani Kai) have gone & beyond his duties to
help Kalaupapa. He and his staff are wonderful to us, like "Ohana" (family). And I thank them
every trip to Honolulu or back to Kalaupapa.

Just find the time to talk to either workers (state & federal) and "Our Kalaupapa Patients" they
all agree to want Makani Kai to stay. | stand with Makani Kai and do not want another airline
coming in to Kalaupapa. This is my sincere "Mana'o" (Thoughts). If you have any questions
please

don't hesitate to let me know.

Rita Lutu Ward
Daughter of Richard & Gloria Marks (Patients Of Kalaupapa

Wine Country Express EAS Proposal



Visalia to Visalia to Visalia to Visalia
Los Angeles Los Angeles Los Angeles Los Angeles
Year 1 Year 2 Year 3 Year 4
Option One
Weekly Frequencies 26 26 26 26
Completion Factor 99% 99% 99% 99%
Annual Departures 1326 1326 1326 1326
Block Time (in minutes) 0.55 0.55 0.55 0.55
Annual Block Hours 1248 1248 1248 1248
Stage length (statute miles) 168 168 168 168
Available Seat Miles (9 seats) 2004912 2004912 2004912 2004912
Load Factor 35% 38% 41% 44%
Passengers 4200 4500 4900 5200
Revenue Passenger Miles 705600 756000 823200 873600
Average Fare $75.00 $75.00 $75.00 $75.00
$75.00 $75.00 $75.00 $75.00
Revenue:
Passenger $315,000.00 $337,500.00 $367,500.00 $390,000.00
Ancillaries $3.00 per passenger $12,600.00 $13,500.00 $14,700.00 $15,600.00
Total Revenue $327,600.00 $351,000.00 $382,200.00 $405,600.00
Assumptions
Fuel Cost P/Gal $4.26
Fuel Burn Gallons P/Hr 55.00
Direct Expenses:
Ownership $187.00  Per BIk Hr $233,376.00 $233,376.00 $233,376.00 $233,376.00
Flight Crew $143.00 Per Blk Hr $178,464.00 $187,387.20 $206,125.92 $216,432.22
Aircraft Lease $180,000.00 $180,000.00 $180,000.00 $180,000.00
Fuel & Into Plane Fees $234.30  Per BIk Hr $292,406.40 $336,267.36 $369,894.10 $406,883.51
Insurance $67.00 Per Blk Hr $83,616.00 $83,616.00 $91,977.60 $96,576.48
Maintenance $160.00  Per BIk Hr $199,680.00 $209,664.00 $230,630.40 $242,161.92
Miscellaneous/Reaccom $22.00 Per BIk Hr $27,456.00 $27,456.00 $30,201.60 $31,711.68
Total Direct Expenses $1,194,998.40 $1,257,766.56 $1,342,205.62 $1,407,141.80
Indirect Expenses:
Landing Fees $18.00 per dept $23,868.00 $23,868.00 $26,254.80 $26,254.80
Passenger Services $60.00 Per pax $96,627.50 $101,458.88 $111,604.76 $122,765.24
Marketing $15.45 per Pax $64,890.00 $69,525.00 $76,477.50 $76,477.50
General & Admin/Other 9.1% of Direct $108,744.85 $120,179.59 $132,197.55 $145,417.31
Total Indirect Expenses $294,130.35 $315,031.47 $346,534.62 $370,914.85
Total Operating Expenses $1,489,128.75 $1,572,798.03 $1,688,740.23 $1,778,056.65
Income (loss) ($1,161,528.75) ($1,221,798.03) ($1,306,540.23) ($1,372,456.65)
Profit element $59,749.92 $62,888.33 $67,110.28 $70,357.09
Subsidy requirement $1,221,278.67 $1,284,686.36 $1,373,650.51 $1,442,813.74
Subsidy per passenger $290.78 $285.49 $280.34 $277.46

Subsidy per departure $921.02 $968.84 $1,035.94 $1,088.09



Option Two

Weekly Frequencies
Completion Factor

Annual Departures

Block Time (in minutes)
Annual Block Hours

Stage length (statute miles)
Available Seat Miles (9 seats)
Load Factor

Passengers

Revenue Passenger Miles
Average Fare

Revenue:
Passenger
Ancillaries

Assumptions
Fuel Cost P/Gal
Fuel Burn Gallons P/Hr

Direct Expenses:
Ownership
Flight Crew
Aircraft Lease
Fuel & Into Plane Fees
Insurance
Maintenance
Miscellaneous/Reaccom

Total Direct Expenses

Indirect Expenses:
Landing Fees
Passenger Services
Marketing
General & Admin/Other
Total Indirect Expenses

Income (loss)

Profit element
Subsidy requirement

Subsidy per passenger
Subsidy per departure

Yisalia

$3.00 per passenger

$4.26
55.00

$187.00
$198.00

$234.30
$67.00
$160.00
$22.00

$18.00

$60.00

$15.45
9.1%

Total Revenue

Per Blk Hr
Per Blk Hr

Per Blk Hr
Per Bk Hr
Per Blk Hr
Per Blk Hr

per dept
Per pax
per Pax
of Direct

Total Operating Expenses

Visalia to Visalia to Visalia to Visalia
Los Angeles Los Angeles Los Angeles Los Angeles
Year 1 Year 2 Year 3 Year 4
26 26 14 14

99% 99% 99% 99%

1326 1326 728 728

0.55 0.55 0.38 0.38

1248 1248 532 532

168 168 168 168
2004912 2004912 1100736 1100736

35% 38% 60% 62%

4200 4500 8299 8576
705600 756000 1394232 1440768
$75.00 $75.00 $75.00 $75.00

$75.00 $75.00 $75.00 $75.00
$315,000.00 $337,500.00 $622,425.00 $643,200.00
$12,600.00 $13,500.00 $24,897.00 $25,728.00
$327,600.00 $351,000.00 $647,322.00 $668,928.00
$233,376.00 $233,376.00 $99,484.00 $99,484.00
$247,104.00 $259,459.20 $285,405.12 $299,675.38
$180,000.00 $180,000.00 $180,000.00 $180,000.00
$292,406.40 $336,267.36 $369,894.10 $406,883.51
$83,616.00 $83,616.00 $91,977.60 $96,576.48
$199,680.00 $209,664.00 $230,630.40 $242,161.92
$27,456.00 $27,456.00 $30,201.60 $31,711.68
$1,263,638.40 $1,329,838.56 $1,287,592.82 $1,356,492.96
$23,868.00 $23,868.00 $26,254.80 $26,254.80
$96,627.50 $101,458.88 $111,604.76 $122,765.24
$64,890.00 $69,525.00 $76,477.50 $76,477.50
$114,991.09 $127,066.07 $139,772.68 $153,749.95
$300,376.59 $321,917.95 $354,109.74 $379,247.49

$1,564,014.99

$1,651,756.51

$1,641,702.56

$1,735,740.45

($1,236,414.99) ($1,300,756.51) ($994,380.56) ($1,066,812.45)
$63,181.92 $66,491.93 $64,379.64 $67,824.65
$1,299,596.91 $1,367,248.44 $1,058,760.20 $1,134,637.10
$309.43 $303.83 $127.58 $132.30
$980.09 $1,031.11 $1,454.34 $1,558.57



Before the United States Department of Transportation

Washington, DC

July 11, 2014
Essential Air Service at
MERCED, CALIFORNIA Docket OST-1997-3521
VISALIA, CALIFORNIA Docket OST-2004-19916
under 49 U.S.C. 41731 et.seq.

This document contains Great Lakes Aviation, Ltd.'s response to Order Requesting
Proposals 2014-5-9.

Great Lakes Aviation, Ltd. is pleased to submit this proposal, as an inseparable package,
for Merced and Visalia, California.

Our proposals contemplate conveniently timed connecting services to our Los Angeles (LAX)
hub, whereby passengers may utilize our code-share agreements with United Airlines. Local
service will be marketed and priced utilizing the Great Lakes (ZK) brand and reservations
system. Additionally, Great Lakes maintains interline ticketing and baggage agreements with
the majority of the other carriers serving LAX, including interline e-ticketing agreements with
American Airlines, Delta Airlines, Frontier Airlines and United Airlines . All of which will offer
passengers traveling to and from these communities supplemental access to the domestic and
international air transportation system.

The proposed service is being offered utilizing pressurized, twin-engine Beech 1900D aircraft
flown by two pilots.

New FAA pilot qualification rules have created an industry-wide pilot shortage which has had an
acute impact on Great Lakes. These new rules mandated that first officers obtain an Airline
Transport Pilot certification (“ATP”) prior to being qualified to perform crewmember duties in
scheduled airline passenger service under FAR Part 121 regulatory requirements. A key factor
to enable a pilot to receive an ATP certificate is the accumulation of 1,500 flight hours.

On March 18th of this year, Great Lakes received from the FAA new operations specifications
allowing us to hire pilots under it's FAR Part 121 Certificate utilizing FAR Part 135 regulatory
hiring requirements. This allows our new hire pilots to operate the Beech 1900D aircraft in a
nine seat configuration and will enable Great Lakes to restore pilot staffing levels while
maintaining FAR Part 121 hiring, training and maintenance standards.

Great Lakes' "base case" proposals assume that we will be limited to nine available seats for
our Beechcraft 1900D aircraft.



In addition to the "base case" proposal, Great Lakes is submitting an indicative proposal for
regional jet service for both Merced and Visialia to our Denver hub. We are prepared to
commit, with the full marketing support of the communities and the regulatory support of federal
agencies, to upgrading the aircraft to 37 seat or larger regional jets operating two roundtrips per
weekday and two roundtrips over the weekend period. Although this service may not be
immediately available, it is Great Lakes' intent to pursue this level of service within the term of
the new two year period.

Great Lakes recognizes the temporary challenges many EAS communities are experiencing in
complying with the 10 enplanement per day criteria as prescribed by the FAA Modernization
and Reform Act of 2012. In this regard, we share the views expressed by the leadership of the
Merced community and it is Great Lakes' belief that the regulatory relief for small community air
service must be granted in the near future. Excessive subsidy requirements will force
communities to loose EAS service eligibility as available seats are being dramatically reduced
due to arbitrary limitations on aircraft seating configurations. Great Lakes’ stands ready to
participate in creative solutions to assist small communities in their efforts to remain in the
National Air Transportation System.

Questions and comments may be referred to:

Michael O. Matthews
Chief Financial Officer
Great Lakes Aviation, Ltd.
1022 Airport Parkway
Cheyenne, WY 82001
(307) 432-7000



Table of Contents:

Subsidy Passengers Average Subsidy Cost
Bid Service Point(s) Hub Served Round Trips Equipment Requirement Forecast Fare per Passenger
1 Merced, California Los Angeles 2 1900D - 9 seat $2,779,116 7,000 $92.27 $397.02
2 Visalia, California Los Angeles 2 1900D - 9 seat $2,145,917 7,500 $89.12 $286.12
$4,925,033 14,500 $339.66
1 Merced, California Denver 2 ERJ $3,497,323 27,500 $194.72 $127.18
2 Visalia, California Denver 2 ERJ $3,497,750 27,500 $194.97 $127.19

$6,995,073 55,000 $127.18



Great Lakes Aviation, Ltd.

Annual Compensation Requirements for Essential Air Service at

Merced, California to Los Angeles (LAX)
Two Round Trips - B1900 - 9 seat - current schedules should be used as sample pattern of service
(at 98 percent completion)

Departures: 1,227
Block Hours: 1,534
Revenue Passenger Miles: 1,820,000
Available Seat Miles: 2,871,180

Operating Revenues:

Passenger: MCE-LAX 7,000 psgrs at $92.27 $645,890
Other: (at 0.62% of passenger revenue) $4,005
Total Operating Revenues: $649,895

Operating Expenses:

Direct: Aircraft and Hull Insurance $365,710

Fuel and Oil $911,917

Flying Operations $302,565

Maintenance $483,092
Total Direct Expenses: $2,063,284
Total Indirect Expenses: $1,202,440
Total Operating Expenses: $3,265,724
Operating Loss ($2,615,829)
Profit Element (5.0% of Total Operating Expenses) $163,286
Annual Compensation Requirement: $2,779,116

All Merced - Los Angeles - Merced service is Non-Stop

This Proposal is submitted with no upline scheduling restrctions.



Great Lakes Aviation, Ltd.

Annual Compensation Requirements for Essential Air Service at

Visalia, California to Los Angeles (LAX)
Two Round Trips - B1900 - 9 seat - current schedules should be used as sample pattern of service
(at 98 percent completion)

Departures:

Block Hours:

Revenue Passenger Miles:
Available Seat Miles:

Operating Revenues:
Passenger: VIS-LAX 7,500 psgrs at

Other: (at 0.62% of passenger revenue)
Total Operating Revenues:
Operating Expenses:
Direct: Aircraft and Hull Insurance
Fuel and Oil
Flying Operations
Maintenance
Total Direct Expenses:
Total Indirect Expenses:

Total Operating Expenses:

Operating Loss
Profit Element (5.0% of Total Operating Expenses)

Annual Compensation Requirement:

1,227
1,227
1,305,000
1,921,482
$89.12  $668,400
$4,144
$672,544
$365,710
$719,515
$242,014
$430,051
$1,757,290
$926,959
$2,684,249

($2,011,705)
$134,212

$2,145,917

All Visalia - Los Angeles - Visalia service is Non-Stop

This Proposal is submitted with no upline scheduling restrctions.



Great Lakes Aviation, Ltd.

Annual Compensation Requirements for Essential Air Service at

Merced, California to Denver (DEN)

Two Round Trips - ERJ
(at 98 percent completion)

Departures:

Block Hours:

Revenue Passenger Miles:
Available Seat Miles:

Operating Revenues:
Passenger: MCE-DEN 27,500 psgrs at $194.72

Other: (at 0.62% of passenger revenue)
Total Operating Revenues:
Operating Expenses:
Direct: Aircraft and Hull Insurance
Fuel and Oil
Flying Operations
Maintenance
Total Direct Expenses:
Total Indirect Expenses:

Total Operating Expenses:

Operating Loss
Profit Element (5.0% of Total Operating Expenses)

Annual Compensation Requirement:

1,227

2,760

24,062,500

39,724,125
$5,354,800
$33,200

$5,388,000
$370,772
$2,574,255
$1,045,819
$1,478,659

$5,469,505

$2,992,707

$8,462,212

($3,074,212)
$423,111

$3,497,323

All Merced - Denver - Merced service is Non-Stop

This Proposal is submitted with no upline scheduling restrctions



Great Lakes Aviation, Ltd.

Annual Compensation Requirements for Essential Air Service at

Visalia, California to Denver (DEN)
Two Round Trips - ERJ
(at 98 percent completion)

Departures:

Block Hours:

Revenue Passenger Miles:
Available Seat Miles:

Operating Revenues:

Passenger: VIS-DEN 27,500 psgrs at

Other: (at 0.62% of passenger revenue)
Total Operating Revenues:

Operating Expenses:

Direct: Aircraft and Hull Insurance

Fuel and Ol
Flying Operations
Maintenance
Total Direct Expenses:
Total Indirect Expenses:

Total Operating Expenses:

Operating Loss
Profit Element (5.0% of Total Operating Expenses)

Annual Compensation Requirement:

All Visalia - Denver - Visalia service is Non-Stop

$194.97

1,227

2,760

23,045,000

38,044,362
$5,361,675
$33,242

$5,394,917
$370,772
$2,574,255
$1,045,819
$1,478,659

$5,469,505

$2,999,702

$8,469,207

($3,074,290)
$423,460

$3,497,750

This Proposal is submitted with no upline scheduling restrctions



Order: 2014-5-9
Served May 21, 2014
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Issued by the Department of Transportation
on the 21* day of May, 2014

Essential Air Service at

MERCED, CALIFORNIA DOCKET DOT-OST-1998-3521
VISALIA, CALIFORNIA DOCKET DOT-OST-2004-19916

Under 49 U.S. C. § 47131 et seq.

ORDER REQUESTING PROPOSALS

Summary

By this Order, the Department is requesting proposals from air carriers interested in providing
Essential Air Service (“EAS”) at Merced and/or Visalia, California, for a new two-year period,
with or without subsidy support. Proposals are due June 27, 2014. (See Appendix A for a map.)

Background

By Order 2012-9-9, issued on September 10, 2012, the Department re-selected Great Lakes
Aviation, Ltd. (“Great Lakes”) to provide subsidized EAS at Merced and Visalia using 9- and
19-passenger Beechcraft aircraft, for the two-year period from October 1, 2012, through
September 30, 2014. Under that contract, Great Lakes has provided Merced with 12 weekly
nonstop round trips to Los Angeles (LAX), and/or to Las Vegas (LAS), at an annual subsidy rate
of $1,698,878. At Visalia, Great Lakes has provided 12 weekly nonstop round trips to LAX
and/or LAS, at an annual subsidy or $1,697,929.

That Order, as well as the complete public file for EAS at Merced and Visalia, may be accessed
online through the Federal Docket Management System at http://www.regulations.gov, by
entering “DOT-0ST-1998-3521" for Merced and “DOT-0OST-2004-19916” for Visalia in the
“SEARCH for: Rules, Comments, Adjudications or Supporting Documents:” field.

Request for Proposals

As the end of the rate term approaches, we are here requesting proposals from air carriers
interested in providing EAS at Merced and/or Visalia, with or without subsidy support, for the
two-year period beginning October 1, 2014. Air carriers should file their proposals no later than
June 27, 2014. After that date, our staff will docket the proposals, thereby making them public.
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Additionally, we request each air carrier serve a copy of its proposal on the civic parties at
Merced and Visalia and on the other applicants. Shortly afterwards, we will provide a summary
of the proposals to the communities and ask them to submit any formal comments on this carrier-
selection case. We will give full consideration to all proposals that are timely filed.*

We are here providing interested air carriers with some basic information to serve as guidance
when they prepare their proposals, but we will not prescribe a precise format for their
proposals. We expect proposals to adequately describe the service being proposed and the
annual amount of subsidy being requested. The applicants can make their own judgments as
to the level of detail they wish to present; however, we recommend they include information
concerning proposed schedules and projected block hours. In addition, applicants are
encouraged to provide financial data supporting their subsidy requests, including information
on their projected expenses and revenues. We strongly encourage clear, well-documented
proposals that will facilitate their evaluation by the affected community and the Department.?

The Department expects proposals that are consistent with what the above communities
currently receive. At Merced and Visalia, Great Lakes currently provides 12 weekly nonstop
round trips to LAX from each community, using 19-seat aircraft, and, as of May 1, some flights
are operating with 9-seat aircraft. We encourage proposals consisting of 12 weekly nonstop
round trips with 19-seat or larger aircraft to a large or medium hub. If 9-seat aircraft are
contemplated, we will consider additional frequencies. Air carriers are also welcome to
propose more than one service option, if they choose. They also need not limit themselves to
these requirements if they envision other, potentially more attractive service possibilities --
different hubs or length of contract, for example -- with subsidy requirements that remain
competitive.

Interested air carriers should prepare their proposal with every expectation that their initial
proposal will also be their final and only proposal. We retain the discretion to negotiate
proposals with air carriers when we deem it desirable; in such cases we will give all
applicants the same opportunity. We also retain the discretion to reject outright all
unreasonable or unrealistic proposals and solicit a new round of proposals. However, we
anticipate that negotiation or rejection will remain only occasional exceptions to the rule.

In order to assist air carriers in developing traffic and revenue projections for their proposals, we
have summarized historical passenger levels at each of the communities in Appendix B. In the

1 Air carriers should not expect the Department to accept late filings. In cases where a carrier proposes to provide
EAS without subsidy and we determine that service can be reliably provided without such compensation, we usually
do not proceed with the carrier-selection case. Instead, we simply rely on that carrier’s subsidy-free service as
proposed.

2 In selecting a carrier to provide subsidized EAS for an eligible place not in Alaska, 49 U.S.C. § 41733(c)(1)
directs us to consider five factors: (a) service reliability; (b) contractual and marketing arrangements with a larger
carrier at the hub; (c) interline arrangements with a larger carrier at the hub; (d) community views, giving substantial
weight to the views of the elected officials representing the users; and (€) whether the carrier has included a plan in
its proposal to market its service to the community. In addition, the Consolidated and Further Continuing
Appropriations Act, 2012, Public Law No. 112-55, and continued by the Full-Year Continuing Appropriations Act,
2013, Public Law No. 113-6, and the Continuing Appropriations Act, 2014, Public Law No. 113-46, provides that
when selecting a carrier to provide EAS, the Department may consider the relative subsidy requirements, thus
codifying a factor that we have considered since the inception of the program.



-3-

most recent 12-month period for which data are available (October 1, 2012, through
September 30, 2013) Merced generated 4,810 total origin and destination passengers, or an
average of 7.7 enplanements per day.® For that same period, Visalia generated 6,762 total origin
and destination passengers, or an average of 10.8 enplanements per day.

Special discussion regarding Merced

We note that 49 U.S.C. § 41731(a)(B) requires that EAS communities within 175 driving miles
of a large or medium hub have an average of 10 enplanements per service day or more, as
determined by the Secretary, during the most recent fiscal year beginning after
September 30, 2012. Communities that do not enplane an average of 10 or more enplanement
per service day are not eligible for EAS support, barring a waiver from the Secretary. The
Secretary has the authority to waive the 10-enplanement standard, on an annual basis, if the
community can demonstrate that the reason the location averaged fewer than 10 enplanements
per day is due to a temporary decline in enplanements.*

As noted above, Merced did not meet the 10-enplanement threshold, and the Department issued
Order 2014-4-26, on April 24, 2014, which directed interested parties to show cause as to why
the Department should not terminate the eligibility of the those communities that enplaned fewer
than 10 passengers per day. Those objections were due May 14, 2014, and will be addressed in a
subsequent Order, which will also include procedures for applying for a waiver. Prospective
applicants for service at Merced should be aware of this development as Merced would need a
waiver from the Secretary in order to continue to be eligible for subsidized EAS. Staff will be
available to answer any questions.

Discussion Regarding Eligibility

The Department of Transportation and Related Agencies Appropriations Act, 2000, prohibits the
Department from subsidizing EAS to communities located within the 48 contiguous States
receiving per passenger subsidy amounts exceeding $200, unless the communities are located
more than 210 miles from the nearest large or medium hub.> Merced and Visalia are both
located within 210 miles of a large or medium hub airport, and therefore subject to the $200 cap.
Merced is approximately 107 miles from Mineta San Jose International Airport (SJC), a medium
hub, and Visalia is approximately 178 miles from Burbank Bob Hope Airport (BUR), a medium
hub. The Department fully expects both Merced, if granted a waiver from the 10-enplanement
requirement, and Visalia to work cooperatively with prospective applicants to ensure subsidy
rates remain below the $200 per passenger level to remain eligible for the EAS program.®

3 In calculating enplanements per day, our longstanding practice is to take total annual origin and destination
passenger numbers for each fiscal year. We then divided by two to get passengers in one direction (enplanements at
the EAS community), and then by 313 days to get average daily enplanements at the EAS community.

4 See 49 U.S.C. § 41731(e).

5 Congress first established the $200 ceiling under P.L. 101-164 for fiscal year 1990, and reestablished it in fiscal
years 1994-1999. The ceiling was made permanent by P.L. 106-69, the Department of Transportation and Related
Agencies Appropriations Act of 2000.

6 On May 1, 2014, a Notice of Proposed Enforcement Policy on the $200 per passenger subsidy cap was published
in the Federal Register (Volume 79, Issue 84) outlined the Department’s proposed policy on this issue, which would
use traffic data from October 1, 2014, through September 30, 2015 to measure compliance. The Department has
solicited public comments on the policy and they are due June 30, 2014. Refer to www.regulations.gov and search
“DOT-0ST-2014-0061" for more information.



Other Air Carrier Requirements

The Department is responsible for implementing various Federal statutes governing lobbying
activities, drug-free workplaces and nondiscrimination.” Consequently, all air carriers
receiving Federal subsidy to support EAS must certify that they are in compliance with
Department regulations regarding drug-free workplaces and nondiscrimination, and those air
carriers whose subsidies exceed $100,000 over the life of the rate term must also certify that
they are in compliance with the regulations governing lobbying activities. All air carriers that
plan to submit proposals involving subsidy should submit the required certifications along
with their proposals. Interested air carriers requiring more detailed information regarding
these requirements, as well as copies of the certifications, should contact the Office of
Aviation Analysis at (202) 366-5903. The Department is prohibited from paying subsidy to
air carriers that do not submit these documents.®

Community Comments

Civic officials and the State are welcome to submit comments at any time. We encourage
prospective applicants to contact the community before they submit their proposals so that
they can tailor them to the community’s needs, as they will not be able to amend them after
the due date. As noted earlier, we will provide a copy of the proposals to the civic parties and
ask them to submit their final comments shortly after June 27, 2014, the due date for air
carrier proposals.

This Order is issued under authority delegated in 49 CFR Part 1.25a(b) and re-delegated to the
Director, Office of Aviation Analysis.

ACCORDINGLY,

1. We request that air carriers interested in providing Essential Air Service at Merced and/or
Visalia, California, submit their proposals, with or without subsidy requests, no later than
June 27, 2014. The proposals should be emailed to: EAS@dot.gov with the title “Proposal to
Provide Essential Air Service at Merced and/or Visalia, California,” with the docket number
corresponding to the comminutes as show on the first page of this Order;’

2. Dockets DOT-0ST-1998-3521 and DOT-OST-2004-19916 will remain open until further
Order of the Department; and

7 The regulations applicable to these areas are: (1) 49 CFR Part 20 — New restrictions on lobbying; (2) 49 CFR Part
21 — Nondiscrimination in federally-assisted programs of the Department of Transportation — Effectuation of title VI
of the Civil Rights Act of 1964; 49 CFR Part 27 — Nondiscrimination on the basis of disability in programs and
activities receiving or benefiting from Federal financial assistance; and 14 CFR Part 382 — Nondiscrimination on the
basis of disability in air travel; and (3) 49 CFR Part 29 — Government-wide debarment and suspension (non-
procurement) and government-wide requirements for drug-free workplace (grants).

8 The certifications are also available on the web at http://www.dot.gov/policy/aviation-policy/small-community-
rural-air-service/essential-air-service

9 Questions regarding filings in response to this Order should be directed to Mr. Scott Faulk at scott.faulk@dot.gov
or (202) 366-9967.
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3. The Department will serve copies of this Order on the civic officials of Merced and Visalia,
California; the Managers of Merced Regional Airport/Macready Field and Visalia Municipal
Airport; Great Lakes Aviation, Ltd.; and the service list for this docket.

Persons entitled to petition the Department for review of this Order under the Department’s

Regulations, 14 CFR Part 385.31(a), must file such petitions within seven (7) days after the date
of service of this Order.

This Order will be effective immediately, and the filing of a petition for review shall not
preclude its effectiveness.

By:

TODD M. HOMAN
Director
Office of Aviation Analysis

An electronic version of this document is available
online at www.requlations.gov.
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Appendix B
Page 1 of 2

Historical passenger Traffic at Merced, CA'

Avg. Daily

Year Quarter Enplanements Deplanements Total Enplanements
2010 4 640 615 1255
2011 1 487 481 968
2011 2 805 808 1613
2011 3 925 939 1864

2857 2843 5700 9.1
2011 4 947 929 1876
2012 1 795 797 1592
2012 2 924 963 1887
2012 3 921 984 1905

3587 3673 7260 11.6
2012 4 614 604 1218
2013 1 471 469 940
2013 2 632 590 1222
2013 3 730 700 1430

2447 2363 4810 7.7

1 Source: Bureau of Transportation Statistics; Schedule T-100.



Appendix B
Page 2 of 2

Historical passenger Traffic at Visalia, CA!

Avg. Daily

Year Quarter Enplanements Deplanements Total Enplanements
2010 4 474 503 977
2011 1 425 435 860
2011 2 711 630 1341
2011 3 941 932 1873

2551 2500 5051 8.1
2011 4 903 832 1735
2012 1 768 695 1463
2012 2 905 908 1813
2012 3 985 1,025 2010

3561 3,460 7021 11.2
2012 4 686 728 1414
2013 1 688 640 1328
2013 2 996 1,011 2007
2013 3 975 1,038 2013

3345 3,417 6762 10.8

1 Source: Bureau of Transportation Statistics; Schedule T-100.



Appendix C

Example of General Terms and Conditions for Eassential Air Service

The air 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
plans outlined in the Order and any other significant elements of the required service, without
prior approval. The air 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 air carrier does not schedule or operate its
flights in full conformance with the Order for a significant period, it may jeopardize its entire
subsidy claim for the period in question. If the air 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 ensured of
full compensation. Should circumstances warrant, the Department may locate and select a
replacement air carrier to provide service on these routes. The air 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 stipulated amounts
or at the stipulated service levels, the air 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 Department and air
carrier 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.

Funds may not be available for performance under this Order beyond [DATE]. The
Government’s obligation for performance under this Order beyond [DATE], is subject to the
availability of funds from which payment for services can be made. No legal liability on the part
of the Government for any payment may arise for performance under this Order beyond
[DATE], until funds are made available to the Department for performance. If sufficient funds
are not made available for performance beyond [DATE], the Department will provide notice in
writing to the carrier.

All claims for payment, including any amended claims, must be submitted within 90 days of the
last day of the month for which compensation is being claimed. For example, claims for service
provided in July must be filed by October 31%; August claims must be submitted by November
30™, and so on.
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Merced Regional Airport Office 209/385-6873 Fax 209/388-8994

May 30, 2014

Mr. Kevin Schlemmer

Chief, EAS & Domestic Analysis Division, X-53
Office of Aviation Analysis, Room W86-309
U.S. Department of Transportation

1200 New Jersey Ave SE

Washington, DC 20590

RE: DOT 2014-5-9, DOCKET OST-1998-3521
Essential Air Service (EAS) Program Proposals for Merced, California

Dear Mr. Schlemmer,

The US Department of Transportation (DOT) has issued a Request for Proposals for EAS service
to Merced, California. Great Lakes Airlines has been providing this service since September
2008.

The City of Merced welcomes proposals from all airlines and is ready to work with airlines in
the development of their proposals.

It directed by the DOT, the City wishes to have a seamless transition of air service if a different
air service provider is selected. To assist in this, we are providing each potential proposer (that

we know of) with identical information on the lease of the Merced Regional Airport Terminal; a
cost which should be reflected in their formal EAS proposals.

The lease cost for the Merced terminal is $5,100 monthly or $61,200 annually. In the event that
a proposer includes different lease rate information in their proposal, the Department is advised
that information is inaccurate. Due to local economic conditions. our lease rates have not risen in
over four vears.

Please contact our Airport Manager, Ron Elliott at elhottria eityotmerced.org or 209-385-6873
with any questions or concerns. We look forward to a smooth and seamless transition.

Sincerely,

John M. Bramble
City Manager



Terms Sheet for Lease, Merced Regional Airport Terminal

Parties: Lessor: The City of Merced. 678 West 18™ Street, Merced, California 95340
(*City™)
Lessee: TBD

Premises: The leased Premises are located at the Merced Regional Airport Terminal, 20

Macready Drive, Merced. CA, and consist of approximately 834 square feet of
offices and counters for Lessee's exclusive use. 768 square feet (approximately)
of modular building space and approximately 1,250 square feet of common area
for Lessee’s non-exclusive use, including restrooms and lobby. Lessee also
receives non-exclusive rights to use of the Airport and its aviation improvements.
including aprons, taxiways, and runways.

Term: The Term of the Lease shall be a minimum of two (2) years.
Commencement Date: Commencement Date of the Lease shall be y
Rent: The Monthly Rent is:  $5.100 monthly.

Payment of Rents: essee shall pay Rents each month in advance. with the first month’s
payment due within five days of the execution of the Lease by both parties.

Deposits: Lessee shall make a Good Faith Deposit of $5.000 upon execution of the Lease by
the parties, in the form of cash.

Uses: The leased Premises shall be used for the purpose of commercial passenger
aviation, including passenger assembly, ticketing and sales, and waiting. Uses
may be subject to Federal Aviation Administration rules and restrictions.

Maintenance: Lessee shall keep the Premises and all improvements in good repair and
condition.

Common Area Maintenance and Utilities: essee acknowledges that Lessor provides
common area maintenance and janitorial service to non-exclusive use areas of the
Premises, and utilities (electricity and natural gas) to both exclusive and non-
exclusive use areas of the Premises. As compensation, Lessee shall pay $850.00
per month in Common Area Maintenance charges.

Landing Fees: Notwithstanding any other policy or rate established for use of the Merced
Regional Airport, Lessee shall pay to C ity $18.00 for each landing at the Airport.

Taxes: Lessee shall pay all property taxes, liens or assessments when due, without offset
or reduction by Lessor.

Other: Other provisions shall be included in the Lease, covering nondiscrimination,
notices. defaults, and cure of defaults, FAA requirements. and others.




Broker: Neither party is represented by a broker in this transaction.

Conditions: Any Lease Agreement is subject to the approval of the Merced City Council, and
may be subject to the consent of the Federal Aviation Administration.
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To: Regional Airport Authority

From: Janet E. Young, Interim Airport Manager

Date: August 13, 2014

Re: Status of Waiver Request for Continued Essential

Air Service (EAS) Eligibility

Background

The Department of Transportation (DOT) issued a tentative decision on April 24,
2014, terminating eligibility for Essential Air Service for 13 communities. The list
included the City of Merced. The final order terminating the EAS eligibility was
issued on June 24, 2014 by the DOT. The final order also established
procedures through which cities on the list could file a petition for a waiver. The
petition process enables a city on the list to seek an exemption from the 10
passenger daily minimum standard. The City is seeking the waiver to the DOT
finding. An update will be provided at the meeting and pertinent documents are
attached as background information.



CITY OF MERCED

‘Gateway ro Yosemite”

____Telephone 209/385-6873  Fax209/388-8994
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June 3, 2014

Susan L. Kurland

Assistant Secretary for Aviation and International Affairs
U.S. Department of Transportation

400 Seventh Street. SW

Washington, DC 20590

RE:  DOT 2006-6-10. DOCKET OST-1998-3521
Waiver Request for Essential Air Service (EAS) Program; Merced, California

Dear Assistant Secretary Kurland,

Merced Regional Airport respectfully request's an exemption from 49 U S C §41731(a)(1)(B)
Specifically, a “waiver request” as to why the Department should not terminate EAS eligibility to
Merced, California. Based on criteria passed by Congress in the FAA Modernization and
Reform Act of 2012 (Public Law No. 112 95), Merced did not meet the minimum 10-
enplanement per day criterion. In the fiscal year referenced, October 1, 2012 through
September 30, 2013, Merced averaged 7.7 enplanements per day.

Historically, meeting the 10-enplanement criteria has not been an issue for Merced. From 2000
till 2008 (Great Lakes Airlines started service in September 2008) Merced never averaged less
than 10 enplanements per year using a number of different carriers. From 2002 till 2008
Merced actually averaged over 24 enplanements per day. In the year prior to the FAA
Modernization and Reform Act of 2012, Great Lakes Airlines averaged over 11 enplanements
per day.

There are a couple of reasons Merced did not meet the minimum criteria in 2012. In no specific
order or priority:

1. From July 2012 through September 2013. Great Lakes Airlines made eleven (11)
scheduling changes. Three (3) of these changes were "departure/arrival” time
changes, eight (8) of these changes were either to drop or add flights on different
days and times, and one schedule change was to drop Las Vegas as a destination.
Las Vegas was a destination our community has utilized since EAS began. Not all of
these scheduling changes were created oy Great Lakes Airlines. LAX terminal
Issues, specifically terminal space and baggage handling requirements, necessitated
time and day changes in order to work around ‘signature” airlines and their
priority/control over terminal gates and baggage handler employees. Building




customer confidence, loyalty, and satisfaction is severely hampered by numerous
scheduling changes.

2. During the year in question (FY 2012) Merced Regional Airport averaged 7.7
enplanements....Great Lakes Airlines scheduled 709 departures and 707 arrivals.
Of these, sixty (60) departures and sixty-four (64) arrivals were cancelled.
Additionally, Eighty-five (85) departures and two hundred three (203) arrivals did not
meet the “on-time" criteria (+5 minutes for departures and +16 minutes for arrival). A
vast majority of these “lates’ were in excess of 90 minutes. A number of these late
arrivals were created by baggage handling and gate change issues at LAX
Regardless, as with reason #1 above, customer confidence. loyalty, and satisfaction
suffered greatly. Currently, these LAX issues have settled down and operations are
running smoother.

Please contact Ron Elliott, Merced Regional Airport Manager if you have any questions,
concerns, or need additional information.

Sincerely,

John M. Bramble
City Manager




Order: 2014-6-6
Served: June 24, 2014

é"‘“%e% UNITED STATES OF AMERICA
B

5 DEPARTMENT OF TRANSPORTATION
%Q) df OFFICE OF THE SECRETARY
Smares oF WASHINGTON, D.C.

Issued by the Department of Transportation
on the 24™ day of June, 2014

Essential Air Service at

ATHENS, GEORGIA Docket DOT-OST-2002-11348

BRADFORD, PENNSYLVANIA
EL CENTRO, CALIFORNIA
FORT DODGE, IOWA
FRANKLIN/OIL CITY, PENNSYLVANIA
GREENVILLE, MISSISSIPPI
HAGERSTOWN, MARYLAND
JACKSON, TENNESSEE
KINGMAN, ARIZONA
LANCASTER, PENNSYLVANIA
MACON, GEORGIA

MERCED, CALIFORNIA
MUSCLE SHOALS, ALABAMA

Under 49 U.S.C. 41731 et seq.

Docket DOT-OST-2003-14528
Docket DOT-OST-2008-0299
Docket DOT-OST-2001-10682
Docket DOT-OST-1997-2523
Docket DOT-OST-2008-0209
Docket DOT-OST-2006-25228
Docket DOT-OST-2000-7857
Docket DOT-OST-1996-1899
Docket DOT-OST-2002-11450
Docket DOT-OST-2007-28671
Docket DOT-OST-1998-3521
Docket DOT-OST-2000-7856

FINAL ORDER TERMINATING EAS ELIGIBILITY AND
ESTABLISHING WAIVER PROCEDURES

Summary

By this Order, the Department is finalizing its tentative decision in Order 2014-4-26, issued
April 24, 2014, terminating the eligibility of the communities captioned above under the
Essential Air Service (EAS) program based on requirements passed by Congress in the FAA
Modernization and Reform Act of 2012 (Public Law No. 112-95).

Background

The FAA Modernization and Reform Act of 2012 amended 49 U.S.C. § 41731(a)(1)(B) to
change the definition of “eligible place” for the purpose of receiving EAS. The amendment

states that to be eligible, a community must maintain an average of 10 enplanements or more per
service day, as determined by the Secretary, during the most recent fiscal year beginning after
September 30, 2012. The legislation exempts locations in Alaska and Hawaii and communities
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that are more than 175 driving miles from the nearest large or medium hub airport.  The
Secretary also has the authority to waive the 10-enplanement standard, on an annual basis, if the
community can demonstrate that the reason the location averages fewer than 10 enplanements

2

per day is due to a temporary decline in enplanements.

The tentative decision in the show-cause Order issued April 24, 2014, gave interested parties
until May 14, 2014, to submit objections to the Department’s findings. The Department received
objections to the show-cause Order from 11 of the 13 communities.

Decision
After careful consideration of this matter, the Department has decided to make final the tentative
findings in Order 2014-4-26.

This Order addresses each affected community’s comments in detail, below. As a general
matter, none of the affected communities disputed the Department’s determination that the
community is within 175 miles of a large or medium hub or that the community averaged fewer
than 10 enplanements a day. Rather, some communities argued that they should remain in the
program because extenuating circumstances caused them to be below 10 enplanements per day,
such as unreliable service, high fares, pilot shortages, the automatic Federal government budget
cuts that began March 1, 2013 (i.e., sequestration), or unfulfilled promises by their EAS carrier.
Those arguments do not address the facts upon which the Department is required by statute to
base the decision. Instead, those types of arguments should be reserved for communities
applying for a waiver from the statutory requirement that a community maintain an average of 10
or more enplanements per service day and will be considered by the Department on their merits
at that time. The process for applying for a waiver is discussed later in this Order. Finally, two
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communities, Athens and Macon, did not submit any objections to the show cause Order.
Each community’s objection and our final determination are described below.

ATHENS

Athens did not submit an objection to the show cause Order. With no objection from Athens, the
Department makes final its findings that Athens is within 175 miles of a large or medium hub
and had an average of 5.9 enplanements per day in fiscal year 2013. Having failed to meet the
statutory requirements, Athens is no longer an eligible community under the EAS program.

BRADFORD

Tom Frungillo, the Airport Director of the Bradford Regional Airport, submitted an objection on
behalf of the community. The Airport Director did not dispute the passenger or mileage
numbers. However, he argued that passenger numbers were above 10 enplanements per day
until Gulfstream [International] Airlines (now Silver Airways) took over the EAS contract in
2008. The Airport Director blamed the decline on poor service, lack of sales and marketing
efforts and high fares out of the Cleveland hub. Furthermore, he stated that the decrease in

"49 U.S.C. § 41731(c) & (d).
2
49 U.S.C. § 41731(e).
3
This does not prejudice Athens or Macon’s ability to apply for a waiver, as discussed later in this Order.
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service at the Cleveland hub has affected the local airport and its customers by reducing service
options and making the local service less attractive. With no objection from the community to
the facts that Bradford is within 175 miles of a large or medium hub or that it averaged fewer
than 10 enplanements per day, we find that Bradford, which is within 175 miles of a large or
medium hub and had an average of 6.9 enplanements per day in fiscal year 2013, has not met the
statutory requirements. As such, Bradford is no longer an eligible community under the EAS
program.

EL CENTRO

By letter dated May 13, 2014, U.S. Congressman Juan Vargas encouraged the Department to
consider the unique circumstances that lead to El Centro enplaning 9.5 passengers per day during
fiscal year 2013. In that letter, he attributes the low number of enplanements to a change in EAS
service providers, which left the community without codeshare and interline agreements with
larger air carriers. Additionally, the community’s hub destination was changed from Los
Angeles International Airport (LAX) to San Diego and Burbank. Congressman Vargas did not
dispute the Department’s finding that EI Centro enplaned fewer than 10 passengers per day;
rather, he encouraged the Department to change the methodology to include the previous three
fiscal years, as opposed to the most recent fiscal year.

By letter dated May 12, 2014, the Mayor of the City of Imperial, Mr. Geoff Dale, stated that the
community does not dispute the data, but encourages the Department to consider some of the
extenuating circumstances that led to El Centro enplaning fewer than 10 passengers per day.
Mayor Dale explained that the community has “generated approximately 20 passengers per day
in 2009 through 2012.” The Mayor further explained that the most recent fiscal year
enplanement data is a temporary decline and not consistent with the level of enplanements the
community previously generated.

By letter dated May 12, 2014, California State Senator Ben Hueso urged the Department to
consider the negative economic impact on El Centro as a result of losing EAS eligibility.
Additionally, Senator Hueso encouraged the Department to take into consideration the fact that
the community has surpassed the 10 passenger enplanement threshold in four of the last five
years, and only barely missed the 10 enplanement level by 0.5 passengers per day.

Additionally, the Department received similar letters from the County Executive Office, the El
Centro Chamber of Commerce, Imperial Valley Economic Development Corporation, the
Southern California Association of Governments, Imperial County Office of Education, Imperial
Valley Regional Occupational Program, Imperial Chamber of Commerce, Imperial County
Transportation Commission, California Assembly Member, Mr. V. Manuel Perez, the Imperial
County Board of Supervisors, and from several businesses and concerned citizens. Those letters
urged the Department to consider the community’s historical enplanement data and the economic
impact of losing EAS eligibility, and take into account that the community has some of the
highest unemployment in the nation and was negatively impacted by the economic downturn of
2008. None of these letters disputed our tentative findings.

We recognize the arguments made by the community; however, the requirements of the statute
do not provide us the discretion to consider these factors in reaching our final decision. Given
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that there is no objection to the facts that El Centro is within 175 miles of large or medium hub
and had an average of 9.5 enplanements per day in fiscal year 2013, we find that EI Centro has
not satisfied the statutory requirements and is no longer eligible for EAS.

FORT DODGE

Rhonda Chambers, the Director of Aviation for the Fort Dodge Regional Airport, and Paul
Trombino, I11, the Director of the lowa State Department of Transportation (IDOT), submitted
objections to the show-cause Order. Neither objector disputed the factual basis for the tentative
decision, although the Airport Director stated that the mileage is not reflective of the most
traveled route from Fort Dodge to Omaha, NE, while acknowledging that the shortest distance is

well under the 175-mile threshold.4 IDOT blamed recent statutory and regulatory changes to
pilot training requirements and flight and duty standards for numerous canceled flights, as the
main reason for not meeting the 10-enplanement threshold. They stated that the decline in
passenger enplanements is temporary and, historically, Fort Dodge easily exceeded the 10-
enplanemnt-per-day requirement.

We recognize the arguments made by the community. However, the requirements of the statute
do not provide us the discretion to consider these factors in reaching our final decision. Given
that the community did not contest our tentative findings that Fort Dodge is within 175 miles of a
large or medium hub, and had an average of 9.4 enplanements per day in fiscal year 2013, we
find that Fort Dodge has not met the statutory requirements and is no longer an eligible
community under the EAS program.

FRANKLIN/OIL CITY

Douglas Baker, the Mayor of Franklin, Otho Bell, the Airport Director of the Venango Regional
Airport, the Board of Venango County Commissioners, and the Oil Region Alliance submitted
objections. No objectors disputed either the passenger or mileage findings in the show-cause
Order. All three objectors stated that Silver Airways, the incumbent carrier, has provided
unreliable service and that became the primary reason for its fewer than 10 enplanements per
day. They stated that Silver canceled a significant percentage of its flights each year since 2008
when it became the community’s EAS carrier, especially over the winter months. In addition,
they stated that Silver failed to market the Venango County Regional Airport. The Airport
Director states that Silver has not been willing to establish a well-timed schedule, including
overnighting an aircraft despite the fact that the airport built a hangar for that expressed purpose.
The community feels that a reliable carrier with a consistent schedule, reasonable fares to
Pittsburgh, and experience operating in a northern climate, would surpass the 10 enplanement
per day threshold.

We recognize the arguments made by the community. However, the requirements of the statute
do not provide us the discretion to consider these factors in reaching our final decision.

Because there were no objections to our tentative findings that Franklin/Oil City is within 175
miles of a large or medium hub, and had an average of 5.0 enplanements per day in fiscal year

4As we stated in show-cause Order 2014-4-26, and consistent with longstanding and current Department practice,
we measure the shortest driving distance from the center of the EAS community to the beginning of the airport
property of the nearest medium- or large-hub airport. See 54 Fed. Reg. 52766 (December 22, 1989) (amending
14 CFR Part 398).
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2013, we find that Franklin/Qil City has not met the statutory requirements and, thus, is no
longer an eligible community under the EAS program.

GREENVILLE
The Honorable John H. Cox I, Mayor of Greenville, submitted an objection. The community
does not dispute the mileage numbers or the fact that the passenger enplanements were fewer

than 10.5 However, the community contested the final termination order, stating that the
community failed to make 10 enplanements per day during fiscal year 2013 solely due to the
poor air service provided by Silver Airways, the incumbent air carrier. The community pointed
out that for the nine-year period prior to Silver Airways’ beginning service at Greenville, the
community averaged 14,932 origin and destination passengers, or an average of 23.9 passenger
enplanements per day.

We recognize the arguments made by the community. However, the requirements of the statute
do not provide us the discretion to consider these factors in reaching our final decision. In the
absence of any objection to our findings that Greenville is within 175 miles of a large or medium
hub and had an average of 9.3 enplanements per day in fiscal year 2013, we find that Greenville
has not satisfied the statutory requirements, and thus, is no longer an eligible community under
the EAS program.

HAGERSTOWN

Philip Ridenour, Airport Director, submitted an objection letter cosigned by the Board of County
Commissioners of Washington County, Maryland. The letter stated that they do not object to the
Department’s methodology for calculating enplanements, nor the 175-mile standard. Rather,
they claim that their EAS carrier suffered poor performance due to a lack of qualified pilots,
equipment that was not suitable to winter operations, and management that was not committed to
marketing the service. They believe that Hagerstown could exceed the 10-enplanement
threshold with a reliable service provider.

We recognize the arguments made by the community. However, the requirements of the statute
do not provide us the discretion to consider these factors in reaching our final decision. Given no
objection to the factual tentative findings that Hagerstown is within 175 miles of a large or
medium hub and had an average of 3.9 enplanements per day in fiscal year 2013, we find that
Hagerstown has not satisfied the statutory requirements. Thus, Hagerstown is no longer an
eligible community under the EAS program.

JACKSON
By letter dated May 7, 2014, the Executive Director of Jackson-Madison County Airport
Authority, Mr. Steve Smith, explained that Jackson does not dispute the Department’s findings,

° Although Greenville did not dispute that it averaged fewer than 10 enplanements per day in fiscal year 2013, it did
contest the actual passenger numbers the Department reported. While the Department found that Greenville
averaged 9.3 enplanements day, the community claimed it averaged 9.65 enplanements per day. A letter submitted
from Silver Airways’ station manager, states that their June 2013 traffic was 253 enplanements and 234
deplanements, 206 passengers greater than what Silver Airways reported to the Department (191 enplanements and
90 deplanements). However, even assuming the corrected numbers, the community enplaned fewer than the
statutory requirement of 10 enplanements per service day.
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however, the community “disagrees with the arbitrary manner the data is applied to disqualify
Jackson from the EAS program.”

Because the community did not dispute the Department’s tentative findings, we find that
Jackson, which is within 175 miles of a large or medium hub and had an average of 7.8
enplanements per day in fiscal year 2013, has not met the statutory requirements. Based on these
findings, Jackson is no longer an eligible community under the EAS program.

KINGMAN

David French, Executive Director of the Kingman Airport, submitted an objection. The Director
acknowledged that the community did not meet the 10-enplanemet requirement, but he
questioned which airport should be the community’s EAS hub and indicated that dual-hub

. : . 6 . .
service would be optimum for the community. The Director also mentioned recent changes to
pilot requirements as a reason for the airport’s low passenger levels.

The community acknowledged that it does not meet the statutory criteria for an “eligible
community” on the basis of its average enplanements (2.7 enplanements per day in fiscal year
2013). Kingman also does not object to our finding that it is within 175 miles of a large or
medium hub. Having failed to meet the statutory requirements, we find that Kingman is no
longer an eligible community under the EAS program.

LANCASTER

Airport Director David Eberly submitted an objection. Mr. Eberly did not dispute the
Department’s calculations of enplanements, but stated that the temporary decline in passengers
was due to the EAS carrier’s lack of reliability, and not the result of any action or inaction on
behalf of the Lancaster Airport Authority or Lancaster County. Lancaster stated that service
reliability has and will continue to improve now that their EAS carrier has a new management
team in place, which will allow Lancaster to meet the 10-enplanement requirement in the future.

Although we recognize the community’s concerns, the statutory requirements do not afford us
the discretion to consider these factors in reaching our final decision. Because the community
did not object to our findings that Lancaster is within 175 miles of a large or medium hub and
had an average of 6.3 enplanements per day in fiscal year 2013, we find that Lancaster has not
met the statutory requirements and thus, is no longer an eligible community under the EAS
program.

MACON
The community did not submit an objection.

With no objection from Macon, we find that Macon has not satisfied the statutory requirements
because it is within 175 miles of a large or medium hub and had an average of 4.0 enplanements
per day in fiscal year 2013. Thus, Macon is no longer an eligible community under the EAS
program.

6
Great Lakes currently provides Kingman nonstop service to Los Angeles International (LAX) and direct (one-stop)
service to Denver International (DEN).



MERCED

By letter dated May 1, 2013, Mayor Pro-Tempore of the City of Merced, Mr. Josh Pedrozo, did
not dispute the Department’s tentative findings. Rather, Mr. Pedrozo provided reasons why
Merced enplaned fewer than 10 passengers, which has historically not been an issue for the
community. According to the letter, Merced averaged 24 enplanements from 2002 through
2008; Great Lakes started serving the community in 2008, and since that time, the air carrier
made 11 schedule changes. Additionally, Great Lakes frequently did not meet the on-time
criteria of +5 minutes for departure and +16 minutes for arrival. For the above reasons, Mr.
Pedrozo believes that customer confidence, loyalty, and satisfaction with the community’s air
service were greatly diminished.

Although we recognize the community’s concerns, the statute does not provide us the discretion
to weigh these factors in reaching our final determination. In the absence of any objection to our
tentative findings that Merced is less than 175 miles from the nearest large or medium hub and
had an average of 7.7 enplanements per day in fiscal year 2013, we find that Merced has not met
the statutory requirements and, thus, is no longer an eligible community under the EAS program.

MUSCLE SHOALS

Barry Griffith, Airport Director at Northwest Alabama Regional Airport, submitted an objection.
Mr. Griffith did not object to the passenger or mileage numbers. However, he contested the final
termination order, stating that the reason the community failed to make 10 enplanements per day
during fiscal year 2013 was due strictly to the poor air service provided by Silver Airways, the
incumbent air carrier. Mr. Griffith also mentioned that other EAS communities in Mississippi
served by Silver Airways have seen drastic reductions in passenger enplanements from the time
that Silver became their EAS carrier. Mr. Griffith further pointed out that for the nine-year
period prior to Silver Airways becoming the service provider at Muscle Shoals, the community
averaged 12,170 annual origin and destination passengers, or 19 passenger enplanements per
day.

Although we recognize the community’s concerns, the statute does not afford us the discretion to
consider these concerns in reaching our final determination. Because the community did not
object to our tentative finding that Muscle Shoals is within 175 miles of a large or medium hub
and had an average of 6.3 enplanements per day in fiscal year 2013, we determine that Muscle
Shoals has not met the statutory requirements, and, thus, is no longer an eligible community
under the EAS program.

Continuity of Service

Notwithstanding the determination by the Department and this Order, the incumbent carriers
must provide EAS at these communities, pending the communities’ potential petition for a
waiver and our consideration of the merits of that petition as further outlined below. Carriers
that fail to provide EAS at their respective communities may be referred to the Department’s
Office of Aviation Enforcement and Proceedings for appropriate handling. This Order does not
preclude carriers from starting or continuing air service at these communities without subsidy.



Petitions for Waivers
The Department will consider petitions for a waiver of 49 U.S.C. 8§ 41731(a)(1)(B) under the
authority provided in 49 U.S.C. 8§ 41731(e). Specifically, each petition must be filed in

accordance with 49 CFR Part 5.11(b).7 The petition should state that it is a request for
exemption from 49 U.S.C. § 41731(a)(1)(B) and include an explanation of the nature and extent
of the relief sought and any information and arguments available to the petitioner to support the
petition for waiver.

As required by 49 U.S.C. § 41731(e), the Secretary’s authority to grant a waiver of the 10
enplanement per day requirement is limited to those situations where it is clear that the failure to
meet the 10 enplanement requirement is due to a temporary decline. Although we would not be
inclined to view a community that has averaged fewer than 10 enplanements per year over a long
period of time as being temporary, we do intend to evaluate each petition based upon the
individual merits and circumstances of that community.

All petitions for a waiver must be submitted within 30 days of the service date of this Order (by
July 24, 2014) with the title “Petition of (EAS community) for a waiver from the 10-enplanement
statute, Docket-OST-DOT-(appropriate Docket number from page 1 of this Order),” in order to
ensure timely consideration in accordance with 49 CFR Part 5.11(b). All petitions must be filed
electronically to EAS@dot.gov or by FAX to 202-366-7638. Each petition received by the
Department will be made available at http://www.regulations.gov. Any requests for a waiver
submitted prior to the date of this Order will not be considered. Communities that requested a
waiver in their response to the show-cause Order must resubmit their request, including any
supporting arguments and information, in accordance with the procedures described in this
Order.

Proposals to Restore Eligibility

For communities whose eligibility for EAS is terminated by this Order or whose petition for a
waiver is denied by the Department, 49 U.S.C. 8 41733(g) permits a State or local government to
submit a joint proposal with an air carrier for the restoration of their EAS subsidy. Upon receipt
of a joint proposal, the Secretary will restore a community’s eligibility for EAS subsidy if the
Secretary determines that:

Q) The rate of subsidy per passenger under the proposal does not exceed the subsidy cap
established by section 322 of Pub. L. 106-69;

(i) The proposal is likely to result in an average number of enplanements per day in
excess of 10; and

(iii)  The proposal is consistent with the legal and regulatory requirements for the EAS
program.

This Order is issued under authority delegated in 49 CFR Part 1.25a(b).

! Because 49 U.S.C. § 41731(e) permits the Secretary to waive the 10-enplanement requirement, the Department is
exercising its statutory waiver authority through its petition for exemption process set forth in 49 CFR Part 5.11



ACCORDINGLY,
1. The Department finalizes its tentative findings in Order 2014-4-26;

2. The Department finds that Athens, Georgia, is no longer an eligible EAS community.
The Department will terminate subsidy for EAS at Athens on September 30, 2014, and its EAS
carrier may terminate service on or after this date, unless the community files a waiver petition
as described in this Order;

3. The Department finds that Bradford, Pennsylvania, is no longer an eligible EAS
community. The Department will terminate subsidy for EAS at Bradford on September 30,
2014, and its EAS carrier may terminate service on or after this date, unless the community files
a waiver petition as described in this Order;

4. The Department finds that EI Centro, California, is no longer an eligible EAS
community. The Department will terminate subsidy for EAS at EI Centro on September 30,
2014, and its EAS carrier may terminate service on or after this date, unless the community files
a waiver petition as described in this Order;

5. The Department finds that Fort Dodge, lowa, is no longer an eligible EAS community.
The Department will terminate subsidy for EAS at Fort Dodge on September 30, 2014, and its
EAS carrier may terminate service on or after this date, unless the community files a waiver
petition as described in this Order;

6. The Department finds that Franklin/Qil City, Pennsylvania, is no longer an eligible EAS
community. The Department will terminate subsidy for EAS at Franklin/Qil City on September
30, 2014, and its EAS carrier may terminate service on or after this date, unless the community
files a waiver petition as described in this Order;

7. The Department finds that Greenville, Mississippi, is no longer an eligible EAS
community. The Department will terminate subsidy for EAS at Greenville on September 30,
2014, and its EAS carrier may terminate service on or after this date, unless the community files
a waiver petition as described in this Order;

8. The Department finds that Hagerstown, Maryland, is no longer an eligible EAS
community. The Department will terminate subsidy for EAS at Hagerstown on September 30,
2014, and its EAS carrier may terminate service on or after this date, unless the community files
a waiver petition as described in this Order;

9. The Department finds that Jackson, Tennessee, is no longer an eligible EAS community.
The Department will terminate subsidy for EAS at Jackson on September 30, 2014, and its EAS
carrier may terminate service on or after this date, unless the community files a waiver petition
as described in this Order;
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10. The Department finds that Kingman, Arizona, is no longer an eligible EAS community.
The Department will terminate subsidy for EAS at Kingman on September 30, 2014, and its EAS
carrier may terminate service on or after this date, unless the community files a waiver petition
as described in this Order;

11.  The Department finds that Lancaster, Pennsylvania, is no longer an eligible EAS
community. The Department will terminate subsidy for EAS at Lancaster on September 30,
2014, and its EAS carrier may terminate service on or after this date, unless the community files
a waiver petition as described in this Order;

12. The Department finds that Macon, Georgia, is no longer an eligible EAS community.
The Department will terminate subsidy for EAS at Macon on September 30, 2014, and its EAS
carrier may terminate service on or after this date, unless the community files a waiver petition
as described in this Order;

13.  The Department finds that Merced, California, is no longer an eligible EAS community.
The Department will terminate subsidy for EAS at Merced on September 30, 2014, and its EAS
carrier may terminate service on or after this date, unless the community files a waiver petition

as described in this Order;

14, The Department finds that Muscle Shoals, Alabama, is no longer an eligible EAS
community. The Department will terminate subsidy for EAS at Muscle Shoals on September 30,
2014, and its EAS carrier may terminate service on or after this date, unless the community files
a waiver petition as described in this Order;

15.  The Department sets the due date for waiver petitions as July 24, 2014. Petitions should
be emailed to EAS@dot.gov or by FAX to 202-366-7638 with the title “Petition of (EAS
community) for waiver from the 10-enplanement statute, Docket-OST-DOT-(appropriate Docket
number from page 1 of this Order)”;

16. Before terminating service, the carrier(s) serving the communities identified in this Order
must notify any passengers holding reservations for travel after the suspension date, assist those
passengers in making alternate air transportation arrangements, or provide a refund of the ticket
price, without penalty, if requested,;

17.  These dockets will remain open until further order of the Department; and
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18.  The Department will serve copies of this Order on the mayors, civic, and airport officials
at the communities identified in this Order.

By:
SUSAN L. KURLAND
Assistant Secretary for
Aviation and International Affairs
(SEAL)

An electronic version of this document is available
at http://www.regulations.gov




Appendix A

YE9/30/13 YE9/30/13
Passenger Enplanements

Nearest Approx. Nearest Approx.
Large Miles to Medium Miles to

EAS Community State Carrier serving Totals* Per Day Hub  L-Hub Hub  M-Hub
Athens Georgia SeaPort 3,681 5.9 ATL 72 n/a
Bradford Pennsylvania Silver Airways 4,292 6.9 n/a BUF 77
El Centro California SeaPort 5,950 9.5 SAN 114 n/a
Fort Dodge lowa (Lsg(le(:ts/suspended 5,868 9.4 na OMA 156
Franklin/Qil City Pennsylvania Silver Airways 3,134 5.0 n/a PIT 85
Greenville Mississippi Silver Airways 5,836 9.3 n/a MEM 154
Hagerstown Maryland Sun Air 2,419 39 IAD 78 n/a
Jackson Tennessee SeaPort 4,865 7.8 n/a MEM 86
Kingman Arizona Great Lakes 1,661 27 LAS 121 n/a
Lancaster Pennsylvania Sun Air 3,943 6.3 PHL 86 n/a
Macon Georgia Silver Airways 2,482 4.0 ATL 82 n/a
Merced California Great Lakes 4,810 77 n/a SJC 107
Muscle Shoals  Alabama Silver Airways 3,973 6.3 n/a BNA 122

* Enplanements and deplanements




Appendix B

ORDERS OUTLINING SERVICE TO BE PROVIDED

EAS Community Order(s)
ATHENS, GEORGIA 2012-9-27
BRADFORD, PENNSYLVANIA 2012-9-23
EL CENTRO, CALIFORNIA 2013-1-2 and 2013-4-3
FORT DODGE, IOWA* 2011-11-30
FRANKLIN/OIL CITY, PENNSYLVANIA 2012-9-23
GREENVILLE, MISSISSIPPI 2012-5-17
HAGERSTOWN, MARYLAND 2012-8-9
JACKSON, TENNESSEE 2014-1-23
KINGMAN, ARIZONA 2013-6-1
LANCASTER, PENNSYLVANIA 2012-8-9
MACON, GEORGIA 2013-2-26
MERCED, CALIFORNIA 2012-9-9
MUSCLE SHOALS, ALABAMA 2012-5-17

*Great Lakes' service is currently suspended



Nnited States Senate

WASHINGTON, DC 20510

June 27, 2014

The Honorable Anthony Foxx
Secretary

U.S. Department of Transportation
1200 New Jersey Ave, SE
Washington, DC 20590

Dear Secretary Foxx:

We write to you today to express our support for the petitions submitted by Imperial
County and Merced Regional Airports for waivers to remain in the Essential Air Service
Program (EAS). We understand that both airports had a temporary decline in enplanements last
fiscal year, and because of that fell under the threshold necessary to continue receiving EAS
support.

Both airports have conveyed that these declines in enplanements during fiscal year 2013
were temporary. Imperial County Airport had a change in air carriers during the first half of last
year. This new air carrier initially lacked interline agreements with other airlines, and the
community is still adjusting to new schedules and different routes.

Merced Regional Airport historically averaged above the minimum threshold, but also
had several scheduling changes in 2013, as well as some issues with a major destination terminal
that have since been resolved.

We believe that the continuation of these two EAS programs in California is vital for the
communities that depend on affordable transportation options and hope you consider these
petitions favorably. Thank you for your attention to this issue and we look forward to your
response.

Sincerely,

i
2N\ b

IM___ ] ) y I

Dianne Feinstein
United States Senator

Barbara Boxer
United States Senator

(I F,



AMERICAN ASSOCIATION :

- OF AIRPORT EXECUTIVES

AAAE DerLivErs SErvICE. INNovaTiOoN. REsuLTs.

July 11, 2014

The Honorable Bill Shuster

Chairman

Committee on Transportation and Infrastructure
U.S. House of Representatives

2165 Rayburn House Office Building
Washington, DC 20515

Dear Mr. Chairman:

On behalf of the American Association of Airport Executives, | am writing to share with you the deep and
growing concern within our membership regarding the current shortage of available qualified pilots and
the corresponding reduction or elimination of commercial air service to a number of small communities
across the country. Moreover, many of our members believe strongly that absent immediate attention the
situation will continue to deteriorate and threaten access to reliable commercial air service for millions of
Americans in hundreds of smaller communities across the country.

As you know, a number of small communities have experienced commercial air service reductions, in
part, because carriers say that there are not enough qualified pilots to operate their flights. Great Lakes
Airlines announced in January that it would end service to six Essential Air Service (EAS) communities
in the upper Midwest because of what it called, an “industry-wide pilot shortage.”

Silver Airways announced in February that it would end service between Cleveland and five EAS
communities. Two months later the carrier said it would end service between Atlanta and another five
communities. Airline officials said that “new federal regulations related to flight and duty limitations, as
well as increased requirements related to new hire pilot certifications, have had the unintended effect of
creating a nationwide shortage of regional airline pilots.”

Other regional airlines that provide service to small communities are also pulling back — a significant
issue in light of the fact that 70 percent of U.S. airports are served exclusively by regional

carriers. Earlier this year, Republic Airways announced plans to take 27 regional jets out of service
because of “insufficient pilot candidates.” According to airline officials, the move will cost
approximately 800 jobs. It will also undoubtedly impact the level of service that the carrier is able to
provide to some of the communities it serves.

The problem is also impacting mainline carriers. In February, United Airlines announced its intent to
reduce its daily departures out of Cleveland by 60 percent and reduce its regional departures from the
same city by over 70 percent. In a letter to employees, United President and CEO Jeff Smisek pointed out
that “new regulations have caused mainline carriers to hire regional pilots, while simultaneously
significantly reducing the new pilots from which regional carriers themselves can hire.” As you know,
regional carriers are critical to mainline operations, providing roughly half of all commercial passenger
service departures.

Tue BarcrLay BuiLping | 6o1MapisoN STREET | ALEXANDRIA, VA 22314
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Carriers and other aviation stakeholders suggest that the recently-implemented rule requiring pilots to
have at least 1,500 hours of flight time is contributing significantly to the pilot shortage. Some have
suggested that there may be better approaches in this area that could enhance aviation safety. We hope
you and your colleagues will consider this issue and possible alternatives carefully.

Beyond the 1,500 hour rule, new pilot fatigue rules; high training costs and low wages for pilots and other
factors including efforts by the military to retain airmen and perceived instability in the airline industry
are seen as contributing factors to the existing pilot shortage. To make matters more complicated, a large
number of U.S. pilots are slated to retire in the coming years while pilot demand is expected to increase
around the world. According to the RAA, 54,000 pilots in this country will reach the mandatory
retirement age and “age out” over the next ten years. Meanwhile, Boeing estimates that the demand for
new pilots around the world will reach almost 500,000 over the next two decades or about 25,000
annually.

The impacts of the current pilot shortage on small airports and the communities they serve are

significant. Without pilots to fly commercial aircraft, small communities stand to lose substantial tourism
and business revenues. Fewer flights and fewer passengers also reduce revenue for airport operations and
infrastructure projects. Flight training activity, fuel sales, and corporate jet activity will also be hurt
without a pipeline of commercial pilots. Moreover, the effectiveness of the Essential Air Service and
Small Community Air Service Development programs could be severely reduced if there are not enough
pilots available for carriers that provide service to small communities in the first place.

The current pilot shortage may not be the only factor impacting service to small communities. For
instance, carriers are replacing 50-seat regional jets with larger aircraft, which makes operations in small
communities more challenging. Moreover, the Governmental Accountability Office suggests that airline
industry consolidation, high fuel prices, and other economic factors have contributed to the decline in
small community air service in recent years.

To be sure, the causes of the pilot shortage and other factors affecting service to smaller communities are
complex and do not lend themselves to easy answers. The situation is likely to get much worse before it
gets better unless Congress, the Administration, and aviation stakeholders work together to come up with
reasonable solutions. Airport executives around the country are absolutely committed to working with
you and your colleagues to come up with those solutions to ensure that people who live in smaller
communities continue to have access to our national aviation system and the economic activity that it
drives.

Sincerely,

ol

Todd Hauptli
President & CEO
AAAE
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F-3

To: Regional Airport Authority

From: Janet E. Young, Interim Airport Manager

Date: August 13, 2014

Re: Lease Agreement for Maintenance Hangar 16

Background

The Airport issued a Request for Proposals (RFP) to lease Hangar 16, known as
the maintenance hangar, following the March 15, 2013 termination of the lease
with Colimair Aviation. No responses were received by the May 31, 2013, RFP
deadline.

Former Airport Manager Elliott brought forward the attached lease proposal for
use of the hangar for storage of personal aircraft by Mr. William Bulfer ie, not for
maintenance purposes. The monthly rent would be $500.00, effective August 1,
2014. The lease would continue indefinitely on a month-to-month basis, subject
to termination by either party upon 30-days written notice. The attached
proposed lease is presented for consideration by the Airport Authority. Should
the Airport Authority approve the lease, the document will be presented for action
by the City Council.



NovusAGENDA Page 1 of 2

Agenda Item:@.0
Meeting Date:9/2/2014
ADMINISTRATIVE REPORT
=1 Print
TO: City Manager
FROM: Michael Wegley - Director of Water Resources, Reclamation and
Airport

DATE: 07/30/2014
SUBJECT: Merced Regional Airport Maintenance Hangar #16 Lease Agreement

with Mr. Bulfer

REPORT IN BRIEF

That the City Council Consider a standard form month-to-month Lease Agreement for Maintenance
Hangar #16 with Mr. Bulfer as recommended by the Merced Ragional Airport Authority.

RECOMMENDATION:
City Council -

Make a motion approving the standard form month-to month Lease Agreement for Maintenance Hangar
#16 with Mr. Bulfer and authorizing the City Manager to execute the necessary documents.

ALTERNATIVES:
1. Approve, as recommended by Merced Regional Airport Authority; or,

2. Approve, subject to other than recommended by Merced Regional Airport Authority(identify specific
findings and/or conditions amended to be addressed in the motion); or,

3. Deny; or,
4. Refer to staff for reconsideration of specific items (specific items to be addressed in the motion); or,

5. Continue to a future meeting (date and time to be specified in the motion).

AUTHORITY:
Charter of the City of Merced, Section 200.

https://agenda/Coversheet.aspx?ItemID=3343 8/5/2014



NovusAGENDA Page 2 of 2

Colimair Aviation vacated Maintenance Hangar #16 March 15, 2013. Shortly thereafier,
a Request for Proposais (R.F.P) was posted and advertised for the lease of Maintenance Hangar #16. No
indications of interest were received in response to the R.F.P. which closed on May 31, 2013.

Mr. Bulfer requested to lease the hangar for personal aircraft storage at $500 per month effective August
1,2014. He does not plan to use the hangar for maintenance purposes. Hangar #16 is not listed on the
Airport Lease Schedule. The next comparable hangar is for Buildings 22 and 23 which lease for $477 per
month.

The Merced Regional Airport Authority reviewed the offer on August 13, 2014. The Airport Authority
recommends award of a lease to Mr. Bulfer for $500 per month.

Respectfully Submitted,

Michael Wegley, Director of Water Resources/Reclamation and Airport

Approved By,
John M. Bramble

ATTACHMENTS:

O3 Lease Asreement for Haswar 16

https://agenda/Coversheet.aspx?TtemID=3343 8/5/2014



CITY OF MERCED

"Cateway o Yosemite”

MERCED REGIONAL AIRPORT
STANDARD CITY-OWNED HANGAR LEASE AGREEMENT

THIS STANDARD CITY-OWNED HANGAR LEASE AGREEMENT,
("Lease") 1s made and entered into in the City of Merced, County of Merced, State

of California, as of the Ist of August , 2014 | by and between the
City of Merced, a California Charter Municipal Corporation, hereinafter referred to
as l.essor, and William Bulfer , hereinafter referred to
a Lessee.

WITNESSETH

WHEREAS, The Lessor owns and maintains ground hangars for the use of
aircraft storage at the Merced Regional Airport; and,

WHEREAS, The parties wish to provide for the leasing of hangar spaces
month-to-month basis by the Lessor to the Lessee.

FOR AND IN CONSIDERATION OF THE MUTUAL COVENANTS
HEREINAFTER CONTAINED, IT IS AGREED AS FOLLOWS:

I.  LEASED PREMISES. The Leased Premises is the real property
located at the Merced Regional Airport as generally known as Hangar 16
and more specifically described on attached
Exhibit "A" and incorporated herein by reference.

2. RENTAL. This Lease shall commence on the ]st day of August
2014 , and shall continue indefinitely on a month-to-month basis, subject to
termination by either party upon thirty (30) days written notice to the other. The
rents to be paid by Lessee shall be the sum of $ 500.00 per month, paid in

advance to the Lessor each month. Any increases in rent shall be in accordance
with Section 14 hereof.

1
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3. SECURITY DEPOSIT. Lessee shall deposit with Lessor upon
commencement of this Lease an amount of $ 500.00 security for the full

and faithful performance of every term and condition of this Lease. If Lessee
defaults with respect to any of the terms and conditions of this Lease, including but

not limited to the payment of rent, Lessor may use, apply, or retain the whole or any
part of this security for payment of overdue rent, late charges, damage to the Leased
Premises, cleaning, and any or all of the above mentioned purposes. Any remaining

portion of such deposit shall be returned to the Lessee after termination of this
Lease. Lessee shall not be entitled to any interest on the security deposit.

4. AIRPORT GATE ACCESS. Upon the mutual execution of this Lease
by both parties, a five-digit code will be issued to Lessee for accessing the Airport's
secured gates (the "Access Code"). The Access Code is personal to Lessee and not
transferable. Lessee agrees to keep and maintain the Access Code secure and not to
transfer or share said code with anyone else. Immediately following Lessee's entry

through the gate, Lessee shall ensure that the gate fully closes behind Lessee, and
that no vehicle or pedestrian enters through said gate without using his or her own

Access Code. Lessee shall not permit any vehicle or pedestrian piggybacking
Lessee's entry through any Airport gates. By executing and entering into this

Lease, Lessee acknowledges and agrees to the provisions of this Section and that it
1s a material element of consideration.

S. USE. The Leased Premises shall be used solely for the storage of
Lessee's flyable aircraft. Lessee agrees that such aircraft must bear a standard

airworthiness certificate at all times during the term of this Lease. Lessee shall
submit aircraft tail number at the date of entry into this Lease and shall within five
(5) business days of any change in that tail number provide written notice of same
to Lessor.

A.  Lessee shall not conduct or allow others to conduct any violation of
federal, state, or local laws in or upon the Leased Premises.

B.  Lessee shall not dismantle, weld, paint, or make any other repairs or
improvements to the aircraft, except for routine maintenance as allowed by the
Federal Aviation Regulations, in or upon the Leased Premises without Airport
Superintendent's consent.

6. REGULATIONS. The use of the Leased Premises by Lessee shall at
all times be subject to all rules and regulations as constituted or hereafter revised or
adopted by the City Council of the City of Merced, or the Airport Superintendent.
Tenant shall become familiar with and shall at all times abide by all Airport Rules

2
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and Regulations relating to use of Leased Premises and the use of any of Lessor's
other facilities, whether promulgated before or after the execution of this Lease.
Tenant acknowledges by his/her signature below that he/she has been provided a
copy of the current Airport Rules and Regulations as of the date of execution of this
Lease.

7. AIRPORT SECURITY PLAN. Lessee agrees to comply with all rules
set forth in the Airport Security Plan now and in the future that pertain to its

operation under federal, state, and local security directives specifically:

A.  Lessee shall furnish the Lessor a duplicate set of keys for locks of any
kind placed upon any of the access/entries to the Leased Premises. Lessor shall
have the right to access the Leased Premises as reasonably necessary to protect the
health, safety, security, or welfare of the Airport. Lessee acknowledges and agrees
that Lessor shall not be held responsible or required to pay for damage to Lessee's
personal property should entry into the Leased Premises be required to protect the
health, safety, security, or welfare of the Airport or its occupants.

8. VOLUNTARY ASSIGNMENT. Except as expressly provided herein,
Lessee shall not assign this Lease or any right hereunder, nor sublet the Leased.

Premises, or any part thereof, or suffer any other person to occupy or use the said
Leased Premises or any portion thereof without prior written consent of the Lessor.

Any such assignment, subletting, occupation, or use by any other person without
such consent shall be void, and shall at the option of Lessor be cause to terminate

this Lease.

9. INVOLUNTARY ASSIGNMENT. Lessee agrees that, except as
expressly provided herein, neither this Lease, nor any interest herein shall be
assignable or transferable by operation of law, except for devolution upon the death
of the Lessee, and it is hereby mutually agreed, covenanted, and understood by and
between the parties hereto that in the event of any proceeding under the Bankruptcy
Act or any amendment thereto be commenced by or against Lessee, or in the event
Lessee be adjudged or makes an assignment for the benefit of Lessee's creditors, or

a writ of attachment or execution be levied on the leasehold estate created hereby
and not be released or satisfied within ten (10) days thereafter, or if a receiver be

appointed in any proceeding or action to which Lessee is a party, with authority to

take possession or control of the Leased Premises, such action shall be deemed a
default under this Lease and this Lease at the option of Lessor be terminated and

shall in no way be treated as an asset of Lessee. Lessor shall have the right, after
termination of the Lease to immediately re-enter and repossess itself of said Leased
Premises as of its original estate.
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10. IMPROVEMENTS AND/OR CONSTRUCTION, ALTERATIONS.
Lessee shall make no improvements or alterations of any kind on the Leased

Premises until Lessee has obtained written approval of the plans and specifications
for the structure by Lessor. Any such structure and/or alteration shall be at the
Lessee's sole expense.

11.  MAINTENANCE CLEANING AND REPAIR OF HANGAR. Lessor
will be responsible for all structural repairs and other repairs, as well as all interior

improvements, except as may be agreed and permitted under Section 10 above.
Lessee agrees to maintain the Leased Premises in a clean and orderly condition at

all times, and in accordance with safety, fire, and building codes which may apply

to aircraft hangar storage and other applicable federal, state, local laws, and
ordinances. Lessor may notify the Lessee in writing to conduct necessary

maintenance, cleaning, or repair of the Leased Premises. If Lessee fails to perform
such maintenance, cleaning, and repairs within a reasonable length (as determined
in Lessor's sole discretion) of time as set forth in said notice, Lessor may terminate
this Lease.

12. RIGHT OF RE-ENTRY OF LESSOR. It is expressly agreed that in
the event Lessee creates or causes any breach of this Lease, Lessor shall have the
right and option to re-enter said Leased Premises, take possession thereof, and
remove all persons and property therefrom without benefit of court order, and/or as

provided by law or by this Lease.

13.  SURRENDER OF POSSESSION. At the expiration of this Lease,
Lessee promises and agrees to deliver unto Lessor the said Leased Premises in as
good condition as at the date of execution of this Lease, reasonable wear and tear
excepted.

14.  RATE AND RENT INCREASES. The Lessor reserves the right to
increase the rents and charges for services made available at the Merced Regional
Airport without the consent of the Lessee. Should such increase result in an
Increase in rents, such increase shall not become effective until Lessee has been
given thirty (30) days written notice of the Lessor's intent to raise rents.

15.  POSSESSORY INTEREST. Lessee recognizes and understands that
to the extent this Lease may or may not create a possessory interest subject to
property taxation, that the Lessee is solely responsible for the payment of any taxes

levied or assessed on the Leased Premises. Lessor expresses no opinion on the
taxable affect of this Lease. Lessee further agrees to pay, without the right to

deduct from rental fees provided herein, any and all property taxes, if any, assessed
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during the term of this Lease against Lessee's possessory interest in the Leased
Premises. Lessee further agrees to pay, without right to deduct from rental fees
provided herein, any and all personal property taxes assessed against its property on
said Leased Premises, and such portion of any real property taxes as may be levied
against structures/improvements owned by Lessee and erected upon land owned by
Lessor.

16. INDEMNIFICATION. Lessee shall indemnify, protect, defend with
counsel selected by Lessor, and hold City, and any and all of its officials, officers,
employees, and agents harmless from and against any and all Liabilities, actions
(including actual, alleged, or threatened claims, demands, suits, legal or equitable

actions, arbitration proceedings, administrative proceedings, or other dispute
resolution proceedings), losses, damages, and expenses or costs of any kind

(including attorneys fees and costs, court costs, interest, defense costs, expert
witness fees and investigatory fees), where the same arise out of, are a consequence

of, or are in any way related to, in whole or in part, Lessee's use or the use of any
guests, wvitees, or agents of Lessee of the Leased Premises or of Lessee's

operation, use, maintenance, repair, storage, loading or unloading of any aircraft,
including any environmental contamination resulting from such use. The foregoing

indemmity is mtended to operate as an agreement pursuant to Section 107(e) of the
Comprehensive Environmental Response, Compensation and Liability Act,

"CERCLA," 42 U.S8.C. 9607(e) and California Health and Safety Code Section
25364, to insure, protect, hold harmless, and indemnify Lessor from Liability.

17. INSURANCE. Lessee warrants that the following insurance coverages
are in effect prior to the commencement of this Lease and any right of occupancy of
the Leased Premises is dependent upon Lessee procuring such coverages and shall

maintain coverage in full force and in effect until the termination of this Lease. The
insurance required herein is a separate and independent covenant of Lessee from its
indemnity obligation in Section 16 hereof. As such, Lessee's indemnity obligation
is not limited to its insurance obligation in this Section.

A. Aircraft Liability Insurance. Aircraft Liability Insurance including
bodily injury liability, property damage liability, and passenger liability. Coverage
must apply to liability assumed under contract. Limits are subject to review but in
no event less than $50,000 per passenger seat or $1,000,000 combined single limit,
whichever is greater.

B.  General Liability and Bodily Injury Insurance. Lessee shall obtain and
keep in full force and effect, a commercial, general liability policy of at least One
Million Dollars ($1,000,000) combined limit for bodily injury and property damage.
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C. Auto Liability Coverage. Auto Liability Coverage covering bodily
injury and property damage. Limits are subject to review, but in no event to be less
that $300,000 per accident combined single limit.

D. Certificate of Insurance. All policies of insurance required above shall
be written by a qualified insurance company rated 'A' or better by the Best's
Insurance Rating Guide and be authorized to do business by the State of California

and shall be in a form approved by Lessor. Lessee shall initially file with the
Lessor a certificate of insurance providing proof of coverage and thereafter provide

all applicable endorsements coverage as set forth herein. Lessee is required to mail
the certificates of insurance and all applicable endorsements, signed by an
authorized representative of the issuing company, annually, to the City of Merced
City Clerks' Office, at 678 West 18 ™ St, Merced, CA 95340. The following
information must be included on each certificate of insurance and/or applicable
endorsements or the coverage shall be considered incomplete:

(1) A statement that the City of Merced, its officials, officers,
employees, and agents, are named additional insured
under each policy mentioned above.

(2) A statement that the insurance coverage applies first and
on a primary, non-contributing basis in relation to any
insurance available to Lessor.

(3) A provision that written notice of cancellation or any
material change in coverage shall be delivered to Lessor at

least thirty (30) days in advance of the effective date of
the material change or cancellation, and that no

cancellation, alteration or change of beneficiary or
beneficiaries shall be made without written notice to
Lessor, excepting a ten (10) day notice for non-payment
of premium.

(4) An original signature and the printed name of the
msurance agent/broker for the certificates and/or an
authorized representative of the insurance company
issuing the policy for the endorsement, including the
insurance underwriter's or broker's telephone number.
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18.  DEFAULT. In the event the Lessee violates any of the terms or
provisions of this Lease, the same may be voided by Lessor. Lessee agrees to

vacate the Leased Premises no later than three (3) days after written notice from
Lessor. Notice from Lessor shall be by certified letter to the address stated at the
end of this Lease and by letter posted on the Leased Premises. Ten (10) days after

Lessor has mailed and posted notice, the Lessor, or its authorized agents, may
remove any personal property from the Leased Premises and sell or assign the

personal property at public or private sale. Expenses of selling and preparing for
sale, including reasonable attorneys' fees and other legal or transfer expense, shall

be included in the amount Lessor is entitled to retain from the Security Deposit.
Nothing herein shall be deemed a waiver of any rights of Lessor to demand and

obtain possession of the Leased Premises in accordance with law.

19.  CHANGE OF ADDRESS. It shall be Lessee's responsibility to inform
Lessor of any change of address.

20. DELINQUENT RENT. In addition to other remedies contained in this
Lease, in the event any rental payment is not received by the Lessor by the
twentieth (20") day of the month, Lessee shall pay to Lessor a late fee of $25.00.

21.  PEACEFUL ENJOYMENT. For the entire period that Lessee
performs all of the terms, covenants, and conditions of this Lease, and abides by all

of the rules and regulations pertaining to the Merced Regional Airport and abides
by all rules and regulations adopted by the City Council of the City of Merced, or

the Airport Superintendent, the Lessee shall have the right of peaceful enjoyment of
the Leased Premises.

22.  CONDEMNATION. If any part of the Leased Premises is condemned,
or its character is changed by public authority or otherwise, or in the event
operations at the Airport are discontinued, or if any obstructions are placed on the

Airport or premises adjoining the Airport so that it then becomes impossible or
impractical to use the Leased Premises for the purposes for which they are leased,

this Lease shall terminate. Lessee shall not be entitled to any proceeds from the
condemnation except those specifically designated and provided by law or the

public entity or person acquiring the property under threat of condemnation for the
purpose of relocation and/or goodwill. Lessee hereby assigns to Lessor the rights to

any and all damages for property taken in any such proceeding and all such
damages shall be payable to Lessor, except relocation and/or goodwill.
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23.  INSPECTION. Lessor shall be permitted to enter and view the Leased
Premises at any and all times for the purpose of inspecting or maintaining the
Leased Premises and doing any and all things with reference thereto which the
Lessor is obligated to do or which may be deemed necessary or desirable for the
proper conduct and operation of the Airport.

24, TERMINATION PRIOR TO EXPIRATION. The Lessor shall have
the right to terminate this Lease, in whole or in part, on the occurrence of any of the
following events:

A.  Failure on the part of the Lessee to pay rent.

B.  Filing by or the final adjudication of Lessee of any petition in
bankruptcy or the making of any transfer of general assignment for the benefit of
creditors which has not been previously authorized by the Lessor.

C.  The failure of the Lessee to perform or observe any of the terms,
covenants, and conditions which it is obligated to perform, keep, or observe under
this Lease.

D.  The abandonment of the Leased Premises, or any portion thereof or
required services, or any portion thereof. Should this occur, Lessor shall not be

responsible for the custodial protection of Lessee's property, fixtures, or equipment
abandoned, even though it is necessary for Lessor to remove same from the Leased
Premised for storage or disposal.

E.  Inthe event the L.eased Premises is needed for purposes of national
defense.

25.  RIGHTS AFTER TERMINATION. In the event of termination for
default or unsatisfactory performance by the Lessee, the Lessor shall have the right

(unless otherwise specified in the termination notice), at once and without further
notice to the Lessee, or surety, to enter and take possession of the Leased Premises

occupied by the Lessee, and expel, oust, and remove any and all parties who may
occupy any portion of the Leased Premises or Airport covered by this Lease, and

any and all goods and chattels belonging to the Lessee or Lessee's associates which
may be found in or upon same, without being liable for prosecution or to any claim
for damages therefore. Upon such termination by the Lessor, all rights, powers, and

privileges of the Lessee shall cease, and the Lessee shall immediately vacate any
and all space occupied by Lessee under this Lease, and shall make no claims of any

kind whatsoever against the Lessor, its agents or representatives, by reason of such
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termination, or any act incident thereto.

26. BREACH. In the event of breach of this Lease by Lessee, Lessor shall
be entitled to all rights and remedies provided by law in addition to the specific
remedies mentioned herein.

27.  PARTNERSHIP DISCLAIMER. It is mutually understood and agreed
that nothing in this Lease is intended to or shall be construed as in any way creating

or establishing the relationship of partners between the parties hereto, or as
constituting the Lessee as an agent or representative of the Lessor for any purpose

or in any manner whatsoever.

28. NOTICES . Any notice to the Lessor shall be sufficient if sent by
certified mail postage prepaid, addressed to the City Clerk, City of Merced, 678
West 18" Street, Merced, California, 95340. Any notice to the Lessee shall be
sufficient if sent by certified mail addressed to the Lessee at the address stated at the
end of this Lease.

29.  ATTORNEY'S FEES. If either party brings any action or proceeding
to enforce, protect, or establish any right or remedy under this Lease, the prevailing
party shall be entitled to recover reasonable attorney's fees. Judicial arbitration is
an action or proceeding for the purpose of this provision.

30. NON-WAIVER. Any waiver or breach of covenants or conditions
herein contained to be kept and performed by either party shall be effective only if
in writing and shall not be deemed or considered as a continuing waiver and shall

not operate to bar or prevent the other party from declaring a forfeiture or
exercising its rights for any succeeding breach of either the same or other condition

or covenant.

31.  SUCCESSOR. This Lease shall be binding upon and inure to the
benefit of all the heirs, successors, and assigns of the parties.

32. DELEGATION OF AUTHORITY; NO INTERLINEATIONS. City's
City Council has delegated limited authority to execute this Lease to its City
Manager, Assistant City Manager, and/or Airport Superintendent for the purpose of

renting a City-Owned Hangar Space to owners/lessees of aircraft. Such delegated
authority is for the limited purpose as described above and for no other purpose or

any other type of facility. None of the above listed authorized City representatives,
or any other City officer or employee, shall have the authority, absent express prior
City Council approval, to alter or amend any provision, term, or phrase in this Lease
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or the type of facility to which this Lease applies. Any attempt to do so is and shall
be void. Any alteration, interlineations, modification, amendment, etc., made or
attempted to be made to the form provisions of this Lease shall be void and it is

agreed by Lessee that the original terms of the Lease pre-alteration or pre-
mterlineation shall apply and control.

IN WITNESS WHEREOF, the parties hereto have caused this Lease to be
executed of the date first above written.

LESSOR:
CITY OF MERCED
A California Charter Municipal
Corporation
BY:
City Manager/Designee
ATTEST:
CITY CLERK
BY:
Assistant/Deputy City Clerk
APPROVED AS TO FORM:

ACCOUNT DATA:

Verified by Finance Officer
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LESSEE:

BY: U,Lm%w%gw

William Bulfer
Print Name

Taxpayer 1.D. No.

Business License No.

ADDRESS: 1650 Patricia Lane

Merced, CA, 95340

TELEPHONE: (209) 233-1440
FAX NO:

E-MAIL: billbulfer@comeast.net

11
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NON-COMMERCIAL Avemco Insurance Company
AIRCRAFT POLICY 411 Aviation Way, Suite 100 CERTS/FORMS

: F1 F232
No. NC-130121606501 Frederick, MD 21701 . . ED56CA
Phone: 800 638 8440 Fax: 800 863 3338
DATA PAGE
1. Policyholder and Address: 2. Llienholder and Address:
William Bulfer
PO Box 2868

Merced, CA 95344

3. Policy Period : 4. Aircraft Description: Reg. No.: 2267G
Mo. Day Yr. Mo. Day Yr. Year Make and Model Based In CA
07/18/2014 To 07/17/2015 1959 CESSNA
(12:00:01 A.M. to 11:59:50 P.M. lacal time at your address) 182 TAILDRAGGER
5. Insurance is provided for the coverages for
which limits of liability are shown below: ANNUAL
COVERAGES LIMITS OF LIABILITY PREMIUMS
A | Bodily Injury (Including Occupants) $ 100,000 | § 1,000,000 | & 1,000,000 | $ 425.00
and Property Damage Liability each person property damage | each accident :
B | Aircraft Damage (Excluding In Flight $ 0% 0% 03 0.00
ess deductible insured value not in motion in motion
deductible deductible
C | Medical Expenses 5 5,000 each ccocupant 5 78.00

Endorsements at time of issue CADODT 125301
This policy inc]L;des these premium credits: No Claims; Hangar

TOTAL PREMIUM | § 503.00

The limits shown are the [imits you have selected, OTHER LIMITS ARE
AVAILABLE. If you wish to change these limits, please contact us.

TOTAL | § 503.00

6. Approved Pilot(s):  This policy applies when your insured aircraft is in flight, only while being operated by ore of
the following pilots who holds a currently effective Pilot Certificate (unless a pre-solo student
pilot) issued by the FAA:

A.  William Bulfer
B. Commercial pilots in the employ of an FAA approved aircraft repair station in connection with inspections or repairs to

be or that have been performed on the insured aircraft; or, by an FAA inspector or any Certificated Flight Instructor
while accompanied by an approved pilot for the purpose of instructing that person (XB01).

Continued on back, if applicable

COUNTERSIGNED: 6/30/2014 BY U{/(Eoulé (ﬁw V?’/u%%

(Authorized Signature)

F13111 (01/01/2011) 22676 ARla2/4/H/15/0 AR 06/30/2014



With Respect io Aircraft Reg. No. 2267G
AIRPORT USE - AIRPORT HANGAR ENDORSEMENT

You have a writien airport use or airport hangar agreement for your insured aircraft with the party shown below.

We agree io include them as an "insured person” under that definition in your Policy. We also agree to waive our
recovery rights against them for loss to your insured aircraft (you do, too).

We agree to these changes provided their liability for bodily injury, property damage, or loss arises out of their
agreement to let you use their airport or their hangar. THESE CHANGES DO NOT APPLY WHEN THEIR LIABILITY
ARISES OUT OF THEIR MANUFACTURE, BEPAIR, SERVICE, SALE, OR USE OF YOUR INSURED AIRCRAFT.

We will noiify this insured person when your Policy is cancelled. Notice will be sent at least 30 days before the
cancellation date. Only 10 days' notice {(or that notice required by your state, if more) will be given if we cancel for
nonpayment of premium.

If this insured person has cther liability insurance, that insurance shall apply first. The addition of this insured
person to your Policy does not increase the Limits of Liability provided.

Merced Municipal Airport
Attn: Operations-Admin
20 Macready Dr
Merced, CA 95340

The information below is required only when this Endorsement is issued after preparation of your policy

This Endorsement is effective Mo.DayYr. 07/18/2014 at 12:00:01 A.M. local time at your address shown in item
1 of the Data Page and is part of Policy Number 130121606501 issued by Avemco Insurance Company.

125301 (11/01/2010)
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‘C Merced Regional Airport
MERCED Manager’'s Report June 2014
REGIGNAL AIRPORT

OPERATIONS

Great Lakes Airlines enplaned 199 total passengers for the month of June. Airline revenue enplanements were roughly
the same compared to May (199 vs 203). In comparison to June 2013, enplanements were down 23 percent. There were
four cancellations this month out of the 56 scheduled departures. Compared to the previous few months this is a drastic
improvement. Of the four cancelled flights, all were cancelled for lack of crew availability. The Federal Aviation
Administration (FAA) instituted a new rule requiring First Officers to have a minimum of 1,500 flight hours to fly for a
commercial airline. Since this new rule has gone into effect Great Lakes Airlines has lost over 200 of their pilots. Great
Lakes Airlines has been hiring and training pilots, and their schedule is starting to show the benefit.

CAPITAL PROJECTS AND CONSTRUCTION

Grant 21, Wildlife Hazard Assessment Study has been approved and funded by the FAA. A “kick-off” meeting was held in
September 2013" to start the yearlong Wildlife Hazard Assessment. This item will remain open for the next 12 to 18
months. No additional information will be made available until the Airport Biologist completes his data collection.

The FAA has approved Grant 22 for pavement rehab to the west side of the FBO maintenance hangar. However, since
only discretionary funds were available, the FAA approved only the design portion of the grant. Total funding available for
design was $S87K. Actual construction, using entitlement funds, will occur in 2014. The “design” scope of work has been
approved and RS&H is currently working on the project. The pavement rehab design plans are complete and the project is
out for bid. This Grant will be closed in the next few months.

Airport staff has been working on the FAA Grant 23 application for Pavement Construction. This is the follow-on Grant for
Grant 22; which covered the design work for this area. In April the project went out for bid and two companies, Rolfe
Construction and George Reed Construction responded with bids. In May the City Council approved the Grant Application
and we are currently waiting on funding. Once funding is secured Airport Staff will go back to City Council for approval to
award the contract to Rolfe Construction and work will begin.

The Department of Transportation issued a “show cause” letter regarding Merced’s Essential Air Service. We have been
requested to “show cause” as to why the Department should not terminate EAS eligibility. Based on criteria passed by
Congress in the FAA Modernization and Reform Act of 2012 (Public Law No. 112.95), Merced did not meet the minimum
10-enplanement per day criterion. In the fiscal year referenced, October 1, 2012 through September 30, 2013, Merced
averaged 7.7 enplanements per day. We have been given 30 days to respond...a letter has been completed and sent to
DOT. We are currently waiting on a response. Additionally, Senator Boxer and Congressman Costa have submitted letters
of support.

The Department of Transportation has issued a Request for Proposal (RFP) for a new Essential Air Service provider at
Merced Regional Airport. The current contract with Great Lakes Airlines expires on September 30, 2014. Proposals were
originally due June 27th, but the deadline has now been extended to July 11, 2014. The City of Merced will have the
opportunity to recommend which commercial service provider is preferred, but the Department of Transportation will
make the final selection.

OTHER

Legal and Airport staff are working with Gateway Air Center on consolidating numerous lease amendments into one lease.
The Airport Manager, Ron Elliott, and Past Regional Airport Authority Chairperson, Janet Young, met with the President of
Gateway Air Center, Tom Lopes, on February 26, 2013, to review and discuss the new lease. In November, Mr. Lopes has
submitted a letter requesting the lease not be renegotiated, but has requested changes be made so he can obtain
financing against the lease. Airport Staff has requested Mr. Lopes identify (in writing) these desired changes. No
correspondence has been received from Mr. Lopes responding to this matter.

Visit the Merced Regional Airport website at www.flymercedairport.com



http://www.flymercedairport.com/
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METRCED Merced Regional Airport
Manager’s Report July 2014
REGIGNAL AlRPORT

OPERATIONS

Great Lakes Airlines enplaned 212 revenue passengers for the month of July 2014, compared to 199 revenue passengers
in June. In comparison to July 2013, enplanements were down 25.61 percent. There were five cancellations this month
out of the 58 scheduled departures. Compared to previous months this continues to show a significant improvement.
Three of the five cancellations were due to lack of crew availability and two resulted from mechanical problems. The
Federal Aviation Administration (FAA) instituted a new rule requiring First Officers to have a minimum of 1,500 flight
hours to fly for a commercial airline. Since this new rule has gone into effect Great Lakes Airlines has lost over 200 of its
pilots. Great Lakes Airlines has been hiring and training pilots, and its schedule is starting to show the benefit.

CAPITAL PROJECTS AND CONSTRUCTION

Grant 21, Wildlife Hazard Assessment Study has been approved and funded by the FAA. A “kick-off” meeting was held in
September 2013" to start the yearlong Wildlife Hazard Assessment. This item will remain open for the next 12 to 18
months. No additional information will be made available until the Airport Biologist completes his data collection.

The FAA has approved Grant 22 for pavement rehab to the west side of the FBO maintenance hangar. However, since
only discretionary funds were available, the FAA approved only the design portion of the grant. Total funding available for
design was $87,000. Actual construction, using entitlement funds, will occur in 2014. The “design” scope of work has
been approved and RS&H is currently working on the project. The pavement rehab design plans are complete and the
project is out for bid. This grant will be closed in the next few months.

Airport staff has been working on the FAA Grant 23 application for Pavement Construction. This is the follow-on Grant for
Grant 22 which covered the design work for this area. In April 2014, the project went out for bid and two companies,
Rolfe Construction and George Reed Construction responded with bids. In May 2014, the City Council approved the Grant
Application and we are currently waiting on funding. Once funding is secured, Airport Staff will return to City Council for
approval to award the contract to Rolfe Construction. Following award of the contract, work will begin.

The Department of Transportation (DOT) issued a “show cause” letter regarding Merced’s Essential Air Service (EAS). We
have been requested to “show cause” as to why the Department should not terminate EAS eligibility. Based on criteria
passed by Congress in the FAA Modernization and Reform Act of 2012 (Public Law No. 112.95), Merced did not meet the
minimum 10-enplanement per day criterion. In the fiscal year referenced, October 1, 2012 through September 30, 2013,
Merced averaged 7.7 enplanements per day. The City Manager has submitted a letter to DOT seeking a waiver from the
requirement and addressing the importance of continued EAS service to the Merced Regional Airport. Additionally,
Senators Boxer and Feinstein, along with Congressman Costa have submitted letters of support. We are currently awaiting
a response.

The DOT has issued a Request for Proposal (RFP) for a new contract through which to provide Essential Air Service at
Merced Regional Airport. The current contract with Great Lakes Airlines expires on September 30, 2014. Five proposals
were submitted and will be considered by the Airport Authority. The City of Merced will have the opportunity to
recommend which commercial service provider is preferred, but the Department of Transportation will make the final
selection. Recommendations from the City of Merced must be submitted to DOT by August 15, 2014.

OTHER

Legal and Airport staff are working with Gateway Air Center on consolidating numerous lease amendments into one lease.
Former Airport Manager, Ron Elliott, and Past Regional Airport Authority Chairperson, Janet Young, met with the
President of Gateway Air Center, Tom Lopes, on February 26, 2013, to review and discuss the new lease. In November,
Mr. Lopes has submitted a letter requesting the lease not be renegotiated, but has requested changes be made so he can
obtain financing against the lease. Airport Staff has requested that Mr. Lopes identify in writing those desired changes.
No correspondence has been received from Mr. Lopes responding to this matter.

Visit the Merced Regional Airport website at www.flymercedairport.com



http://www.flymercedairport.com/

To: Regional Airport Authority

From: Janet E. Young, Interim Airport Manager
Date: August 13, 2014

Re: Possible Incompatible Land Use Activity

G-1

No activity this month.



To: Regional Airport Authority

From: Janet E. Young, Interim Airport Manager
Date: August 13, 2014

Re: Other Business from the Authority

G-2

Discussion as desired by authority members.
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