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Maonday, April 27, 2020 Manistee County Blacker Airport
12:00P.M. Conference Room via ZOOM Telecenferencing
Members Present: Gerry Haw, Chair; Barry Petersan, Vice-Chair; Jeff Dontz; Phil Siuda; Karen

Goodman; Andrew Gentile; Mark Bergstrom
Members Absent: None

Others Present: Barry Lind, Airport Director; Gayle Sonefeld, Orchard Beach Aviation; Jennifer
Scarlata, TSA; Julie Schmeling, Airport Authority Recording Secretary

Gerry Haw, Chair, called the meeting to order at 12:07 P.M. Roll was taken by the Secretary, The
purpose of the special meeting is to review EAS {Essential Air Service} bids, and make a recommendation
to the US DOT.

There was no public comment.

Mr. Lind provided an evaluation form that summarizes the air service options for the board members to
use to rate the different airlines. There were no suggested changes.

Mr. Storz and Mr. Wood made a presentation regarding the EAS bid from Air Choice One. (APPENDIX A)

Mr. Kondrad and other members of Boutique Air staff made a presentation regarding the EAS bid from
Boutique Air. (APPENDIX B)

Mr. Bonney and other members of Cape Air staff made a presentation regarding the EAS bid from Cape
Air. (APPENDIX C)

Mr. Little and other members of Southern Airways staff made a presentation regarding the EAS bid from
Southern Airways. (APPENDIX D)

The Authority requested the Mr. Lind prepare a synopsis of the bids with their pros and cons.
A follow-up special meeting was scheduled for Monday, May 4, 2020 at 12:00 P.M. via Zoom.
There being no further business to come before the Authority, the meeting was adjourned at 5:01 P.M.

Respectfully Submitted,

Jeffrey Dontz, Airport Authority Secretary
Visit: www.manisteecountymi.gov to view Calendar of Events, County Board Agendas/Minutes, Committee Meeting Minutes,

Airport Authority Minutes {under More Departments and Services), etc.
[rn h:\airport authority\minutes\alrport authority 013118 special}
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APPENDIX A
MULTI - AERO, INC. D/B/A

AIR CHOICE ONE@

R

DEPARTMENT OF TRANSPORTATION

Proposal to Provide
Essential Air Service at

Manistee, Michigan | Docket DOT-OST-1996-1711

Under 49 U.S.C. 4173 et seq.

March 27th
2020

Direct Inquiries Regarding this Proposal to:
Shane Storz, CEO
Air Choice One Airlines
12300 Old Tesson Road, Suite 200F, Saint Louis, MO 63128
Phone: (314) 843-8501 ext. 1008 - Email: Shane@airchoiceone.com




Route Map

Destinations:
Burlington, lowa
Jonesboro, Arkansas
Ironwood, Michigan
Mason City, lowa
Fort Dodge, iowa : B Michigan
Jackson, Tennessee ' : HUB

Hubs:
Chicago O'Hare
International Airport

St. Louis Lambert
International Airport

Minneapolis - St. Paul

International Airport @__ @ Tennessee
&~
Atlanta Hartsfield- Sydhearirar 5

Jackson International
Airport

Georgia
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Marketing

A-S
We have an in-house, full-time marketing department to

ensure that we are visible across social networks, news
outlets and the communities we serve.

Grow Brand Messaging

Promofte via Social Media

Search Engine Optimization

Website Management

Community Involvement

Targeted Marketing Campaigns

Technological Advancements

Cause Marketing

AIR CHoICE ONEﬁ @
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CHOICE 1

(2) Year Term A4

Beechcraft 1900C
Manistee County Blacker Airport (MBL) to

Chicago O’Hare International Airport (ORD)

QDero’rions Schedule*:

(14) RT’s Per Week for January - June Flights
(35) RT’s Per Week for July - September 15th Flights

(15) RT’s Per Week for September 16th - December Flights

*Weekly frequency can be adjusted to meet community needs pending Community & DOT approval.
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Ch0|ce 1 Fllgh’r Frequency Schedule

T ———r T P T~ T T ey —yr o T~

Non-Peak Season A-5

Operating # of Sundoy  Monday  Tuesday Wednesday Thursday Friday Saturday = Weekly Total
Period Weeks Flights Flights

lonuary- 125857 | 3x 3x 2x 1x 2x 2x Ix 14 724
June 1 weeks

Opercting # of Sunday  Monday  Tuesday Wednesday Thurscday  Friday Saturday = Weekly Total
Period Weeks Fiights Flights

September | 15.286

16th- | weeks | 3x 2x 2x 2x 2x 2x 2x 15 459
December

Peak Season

Operating #of  Sunday Monday @ Tuesdcoy Wednesday Thursday Friday Saturday  Weekly Total

Periocd Weeks Flights Flights

July - N
Sep]t;:ber weeks 3y 8x 7x 5x 5x 4x 3x 35 770

Total Flights = 1953

All Flights Between Manistee County Blacker
Airport (MBL) & Chicago O’Hare International
Airport (ORD)

Total flights calculated at 100% flight completion
rate.

AIR CHoICE ONEG
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CHOICE 1

(2) Year Term A-L
Beechcraft 1900C
Manistee County Blacker Airport (MBL) to

Chicago O’Hare International Airport (ORD)

Operation Revenues Number of Passengers 12,000
Revenues $1.18,000 Average Fare $92.00
Other Revenues 11,180 Depaﬁureswax completion rate) 1,914
Total Operating Revenues $1,129,180 Block Hours 1,626
Revenue Passenger Miles 2,016,000

. . Available Seat Miles 2,894,849
Direct Operating Expenses Total Available Seats 17,226
Flying Operations $566,800
Fuel and Oil 994,600
Maintenance 894,571
Aircraft Leases 600,000
Total Direct 3,055,971
Marketing 27,416
Indirect 1,504,030 Two Year Selection
Total Operating Expenses $4,587,417

Year $3,687,607 $1,927

Operating Loss $3,458,237 rear2 $3,798,236 $1,985
Profit Element (5% Total Oper. Exp.) 229,371 Compensation per Departure I
Compensation Required $3,687,608
Compensation per PAX $307
Compensation per Departure $1.927 |10 align revenue with costs over time, Air Choice One

proposes 3% annual escalation factor.

Air Choice One will work closely with the
community to provide flight schedules

that will be optimal for our hub
connections. AIR CHOICE ONE@
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CHOICE 2

(2) Year Term A
Beechcraft 1900C

Manistee County Blacker Airport (MBL) to
Chicago O’Hare International Airport (ORD) &
Gerald R. Ford International Airport (GRR)

MBL to ORD MBL to GRR

(8) RT's Per Week January - june (7) RT’s Per Week January - December
(25) RT's Per Week July - September 15th
(12) RT’s Per Week September 16th -

December
*Weekly frequency can be adjusted to meet community needs pending Community & DOT approval.

AIR CHoICE ONEB
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Choice 2 Flight Frequency Schedule

MBL to ORD Peak & Non Peak

Operating #of  Sunday Monday  Tuesday Wednesday Thursday Friday Saturday = Weekly Total
Period Weeks Flights  Fhights

25.857 1x Ix Ix 1x 1x 2x 1x 8 414

January - weeks

June

Operating Sunday Monday  Tuesday Wednesday Thursday Frnidoy Saturday  Weekly Total
Period Flights Flights
July -

September | 3x 7x 5x 2x 3x 3x 2x 25 550

15th

weeks

Operating Sunday Monday  Tuesday Wednesday Thursday Friday Saturday  Weekly Toial
Period Flights Flights

September | 15.286

16th- [ weeks | 2x 2x 2x 1x 2x 2x 1x 12 367
December

MBL to GRR

Operating Sunday Monday  Tuesdocy Wednesday Thursday Friday Saturday  Weekly Total

Period Flights Flights

Jonuary- | 5214
December | weeks | Ix Ix 1x Ix Ix Ix 1x 7 730

Total Flights = 2061

Total flights calculated at 100% flight
completion rate. AIR CHoICE ONEQ
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CHOICE 2

(2) Yer Te r A-9

Beechcraft 1900C

Manistee County Blacker Airport (MBL) fo
Chicago O’Hare International Airport (ORD) &
Gerald R. Ford International Airport (GRR)

Operation Revenues

Revenues $1103,000 Number of Passengers 12,000
Other Revenues 11,030 Average Fare $92.00
Totul Opera-ting Revenues $I’II4'030 DepOrTUI’ES (98% completion rate) 2,0]9

Block Hours 1,542
Revenue Passenger Miles 1,785,000
Direct Operating Expenses Available Seat Miles 2,846,671

Flying Operations $478,400 Total Available Seats 18,171
Fuel and Qil 942,720
Maintenance 693,743 Two Year Selection
Aircraft Leases 600,000
Total Direct 2,714,863 Year 1 $3,771,159 $1,868

Year 2 $3,884,294 $1,924

Marketing 27719 5
Indirect 1909.978 Compensation per Departure
Total Operating Expenses $4,652,560
Operating Loss $3,538,531
Profit Element (5% Total Oper. Exp.) 232,628
Compensation Required $3,771159 | 15 align revenue with costs over time, Air Choice One

proposes 3% annual escalation factor.

Compensation per PAX $314
Compensation per Departure $1,868

Air Choice One will work closely with the
community to provide flight schedules
that will be optimal for our hub
connections.

AIR CHOICE ONE@

R




A-10

AIR CHolice ONE

s

Thank you for your
consideration!
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12300 Old Tesson Rd. Suite 200-F
St. Louis, MO 63128
P: 314.843.8501 | F: 34 843.8527

Air Choice One Answers to Manistee’s Questions
Question 1)
In your proposal, there is an ‘average’ fare listed. The details behind this average fare
can vary significantly between carriers under their business strategies. Fare
pricing has been identified by the Airport Authority Board as an important factor in
our evaluation of bids. We are looking for more specific information from you to
describe how your average fare is arrived at and how it translates into the fares that
passengers would pay. In the DOT proposal, the average fare is based on the number
of passengers from past years. In MBL’s case, it was for the years 2017, 2018, and
2019, reflected in the RFP sent out by the DOT. After this is established, we then
calculate the total expenses by a projected number of passengers that we believe
can be achieved. Then we project fare price levels, which gives us the average base
fare. The average fare may reflect higher in the DOT proposal because the expenses
are projected at a slightly higher margin do to the volatility in the fuel cost, wages,
and maintenance cost. This projection, in turn, gives us the ability to offer lower
fares to our customers moving forward. As service begins, we look at the actual cost
to determine if a price increase or decrease can be established.

Describe the overall fare structure you have planned for the Manistee route. Please
do this in the amounts a passenger would see and pay (i.e. don’t use ‘net’ fares or
other numbers that are less than what the customer would pay for a seat).

A purely fictional example of the type of information we are looking for might be
something like:

- Standard Non-refundable fares - 9 seats

1 seat bucket @ $59 each-way, 30 day advance purchase

2 seat bucket @ $79 each-way, 7 day advance purchase

3 seat bucket @ $99 each-way, no advanced purchase

3 seat bucket @ $129 each-way, no advanced purchase

- Refundable fares are $30 more each-way than non-refundable

- We typically would offer 4 fare sales per year at on average 25% off base fares and
anticipate that 10% of total ticket sales would be during these fare sales.

- We anticipate raising fares by 20% during peak season (July and August) and based
on projections 30% of total ticket sales would be at these peak season rates.
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12300 Old Tesson Rd. Suite 200-F
St. Louis, MO 63128
P: 314.843.8501 | F: 314.843.8527

We currently offer a 3 tier pricing option for our 9 seat aircraft configuration. During
peak season, MBL will see slightly higher ticket prices to be able to offset the non-
peak season. This pricing will range from 15% to 20% higher base fares across the 3
tier pricing structure. See below for examples:

Both routes (MBL-GRR & MBL-ORD) will start with an introductory fare:
e Introductory Fare (Includes 1 checked bag, 1 carry-on bag & 1 personal item)

o Round Trip Purchase @ $39.00 + FET* + $5.60 + $4.50 = $49.10 each way
o No Advance Purchase
o One Way Purchase @ $39.00 + FET* + 55.60 + $4.50 = $49.10 no return
flight
o No Advance Purchase

Introductory Fare applies to the Everyday Fare & Rules. The Business Fare and Go
Your Way Fare are available during the introductory period at regular fare prices

*FET taxes are not currently being charged per the CARES ACT signed into effective
April 1st, 2020. This ACT will be effective through December 31st, 2020, and FET
taxes will resume January 1st, 2021.

MBL-ORD Off-Peak Season (Non-Introductory Fares)
® Go Your Way Fare (Includes 1 personal item)

o Round Trip Purchase @ $39.00 + FET* + $5.60 + $4.50 = $49.10 each
way
o No Advance Purchase
o One Way Purchase @ $55.00 + FET* + $5.60 + $4.50 = $65.10 no
return flight
o No Advance Purchase
e Everyday Fare (Includes 1 checked bag, 1 carry-on bag & 1 personal item)
o Round Trip Purchase @ $59.00 + FET* + $5.60 + $4.50 = $69.10 each
way
o No Advance Purchase
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St. Louis, MO 63128
P:314.843.8501 | F: 314.843.8527

o One Way Purchase @ $75.00 + FET* + 55.60 + $4.50 = $85.10 no
return flight
o No Advance Purchase
¢ Business Fare (Includes 2 checked bags, 1 carry-on & 1 personal item)
o Round Trip Purchase @ $79.00 + FET* + $5.60 + $4.50 = $89.10 each
way
o No Advance Purchase
o One Way Purchase @ $95.00 + FET* + $5.60 + $4.50 = $105.10 no
return flight
o No Advance Purchase
MBL-GRR Off-Peak Season {Non-Introductory Fares)

¢ Go Your Way Fare (Includes 1 personal item)
o Round Trip Purchase @ $29.00 + FET* + $5.60 + $4.50 = $39.10 each
way
o No Advance Purchase
o One Way Purchase @ $45.00 + FET* + $5.60 + 54.50 = $55.10 no
return flight
o No Advance Purchase
e Everyday Fare (Includes 1 checked bag, 1 carry-on bag & 1 personal item)
o Round Trip Purchase @ $49.00 + FET* + $5.60 + $4.50 = $59.10 each
way
o No Advance Purchase
o One Way Purchase @ $65.00 + FET* + 55.60 + $4.50 = $75.10 no
return flight
o No Advance Purchase
e Business Fare (Includes 2 checked bags, 1 carry-on & 1 personal item)
o Round Trip Purchase @ $69.00 + FET* + $5.60 + $4.50 = $79.10 each
way
o No Advance Purchase
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o One Way Purchase @ $85.00 + FET* + $5.60 + $4.50 = $95.10 no
return flight
o No Advance Purchase

ACO recognizes that demand will increase during the peak season and anticipate a
fare increase of 15-20%. The peak season fares below are based on a 15% increase,
but ACO will make adjustments to these fares based on demand and passenger
counts. See below for examples:

MBL-ORD Peak Season w/ 15% fare increase (Non-Introductory Fares)
s Go Your Way Fare (Includes 1 personal item)

o Round Trip Purchase @ $45.00 + FET* + $5.60 + $4.50 = $55.10 each
way
o No Advance Purchase
o One Way Purchase @ $63.00 + FET* + $5.60 + $4.50 = $73.10 no
return flight
o No Advance Purchase
e Everyday Fare {(includes 1 checked bag, 1 carry-on bag & 1 personal item})
o Round Trip Purchase @ $68.00 + FET* + $5.60 + $4.50 = $78.10 each
way
o No Advance Purchase
o One Way Purchase @ 5$86.00 + FET* + $5.60 + $4.50 = $96.10 no
return flight
o No Advance Purchase
e Business Fare (Inciudes 2 checked bags, 1 carry-on & 1 personal item)
o Round Trip Purchase @ $91.00 + FET* + $5.60 + $4.50 = $101.10 each
way
o No Advance Purchase
o One Way Purchase @ $109.00 + FET* + $5.60 + $4.50 = $119.10 no
return flight
o No Advance Purchase
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MBL-GRR Peak Season w/ 15% fare increase {Non-Introductory Fares)

* Go Your Way Fare (Includes 1 personal item)
o Round Trip Purchase @ $33.00 + FET* + $5.60 + $4.50 = $43.10 each
way
o No Advance Purchase
o One Way Purchase @ $52.00 + FET* + $5.60 + $4.50 = $62.10 no
return flight
o No Advance Purchase
e Everyday Fare (Includes 1 checked bag, 1 carry-on bag & 1 personal item)
o Round Trip Purchase @ $56.00 + FET* + $5.60 + $4.50 = $66.10 each
way
o No Advance Purchase
o One Way Purchase @ $75.00 + FET* + $5.60 + $4.50 = $85.10 no

return flight
o No Advance Purchase

¢ Business Fare (Includes 2 checked bags, 1 carry-on & 1 personal item)
o Round Trip Purchase @ $79.00 + FET* + $5.60 + $4.50 = $89.10 each
way
o No Advance Purchase
o One Way Purchase @ $98.00 + FET* + $5.60 + $4.50 = $108.10 no
return flight
o No Advance Purchase

Air Choice One (ACO) does not have structured marketing plans for ali the cities we
service. In the past, the marketing and accounting team have worked hand in hand
to create a balance of meeting revenue goals while focusing on ridership in the
communities we serve. Some examples are 50% & 75% off sales in the months of
January and February to increase passenger counts in and out of our EAS cities
during specific travel dates. The marketing team also issues 50 FREE seats (taxes and
fees are paid by the customer} to the airport directors every month to distribute as
they see fit. So, while ACO is revenue conscious, the communities and passenger
counts are our primary focus.
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Question 2)

How is the pricing for ‘interline’ connections determined? ‘Interline’ here means any
form of providing to the passenger a “single purchase experience” {i.e. not needing
to buy separate tickets for each leg of a trip) for a2 connecting flight through the hub
airport. Each of your proposals talk about how you address this with different types
of agreements (i.e. interline, codeshare, third party booking site, travel agent, etc.}.

We have seen significant differences in how connecting itineraries are priced when
purchased via a “single purchase experience.” While it might be assumed that the
total ticket price for an itinerary will simply be the sum of the prices for the individual
segments, that often isn’t the case, depending on the nature of the ‘interline’
arrangement sometimes the cost of the connecting itinerary can be significantly
more than the sum of the two segments (which significantly decreases the value of
the ‘interline’).

Since “interlines” have been identified by the Airport Authority Board as an
important factor in our evaluation of bids, we are looking for more specific
information from you to describe how your “interline” agreements result in the end
fare presented to a customer.

In researching this question across your websites and partners websites, | have seen
examples of the following:

- Connecting itineraries on the Partner website (i.e. AA, UA) are less than the sum of
the individual segments (it would be great if this was often the case)

- Connecting itineraries on the Partner website (i.e. AA, UA) are $1000 more than the
sum of the individual segments (this is cause for concern)

- Connecting itineraries for some claimed partners do not show up on their websites
(l.e AA, UA)

- Connecting itineraries do not show up on various OTA and/or aggregator sites (i.e.
Travelocity, Kayak etc.)

We are looking for an honest explanation of the “quality” of your “interline”
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agreements. Where “quality” here means the ability to deliver a competitively priced
connecting fare out of Manistee. Having an “interline” that results in connecting
fares higher than other surrounding airports significantly decreases the value of an

“interline.”

Air Choice One’s business model does not highlight the importance of interline or
codeshare agreements, nor is it present in our current practices. We believe that Air
Choice One’s business model is a good fit for Manistee, i.e., the absence of an
interline or codeshare agreement because Manistee’s passenger traffic is more of
what our data would suggest is “local” traffic. Our designation of Manistee equating
to “local” traffic is because provisions were made only for Chicago Midway service
for the last serval years. A lot of passenger traffic originates from the Chicago Metro
area, and Chicagoans go or will go to Manistee for leisure and business travel and
vacation home getaways. We do not anticipate the local traffic initially needing the
benefits that come with an Interline agreement. For those that do require those
benefits, we have an agreeable alternative, which we will expound upon shortly. In
addition to providing the best service to your local traffic, not having any interline
agreement currently gives us the ability to adjust and market our fares the way we
need too to grow passenger traffic substantially. All our current EAS communities do
as well, if not better than some of our competitor’s cities that have interline and
codeshare agreements. We believe that our success with not having any interline or
codeshare agreements give us control over pricing during peak and non-peak times
of the year while having the ability to grow passenger traffic. Our alternative method
for the passengers that may want to connect beyond Chicago is with our partnership
with Choice Travel Agency. Choice Travel Agency can provide a seamless itinerary for
connecting flights or whole trip packages. We additionally have the “book connecting
flight” button on our Air Choice One website for those that like to travel plan
themselves. Also, what we have found out in today's traveler is that they want to be
able to find the best possible fares for their travel and are willing to purchase two
tickets to get those low fares. The tools that we have in place for passengers that
might want to check their baggage through to an AA, UA or DL are what we would
call a gate check bags {our carry-on) and meets the 311 TSA rule. This process allows
them to receive their baggage post-flight and carry it on to their connecting flight. As
you can see, with our business model and research, it is to the advantage of the
consumer and community to book with our methods.
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Question 3)
Each carrier was given historic enplanement data for 2017 and 2018. While each
carrier’s proposal talks about ways they plan to accommodate the seasonality of our
demand, generally, proposals do not talk about flexibility to handle the demand that
falls outside general seasonality. (For example: Memorial Day weekend, “Manistee
Forest Festival” (aka July 4th), day of week/weekend spikes in July/August,
Thanksgiving Wednesday/Sunday, Christmas/New Years peak days).

Do you have an ability or strategy to handle these demand spikes? Air Choice One
has the ability and strategy set in place to handle any spikes or valleys in demand.
We would work closely with Brandon Jensen with Right Side Design Studio and Barry
Lind to make sure our flight schedules would match the passenger demand for those
holidays. These schedule adjustments can be made 2 to 3 months out so that flights
are available for purchase for those peak dates and times at pricing and frequency
that matches community needs. Or is the proposed seasonal scheduling the only
solution you are proposing to match the supply of seats to demand? Qur primary
focus would be to meet the passenger demand traffic needs for these dates and
times provided by the community, and we have the flexibility within our network to
make it happen and the reliability to execute on our agreed-upon terms.

Some proposals discuss varying the schedule by day of the week, while other
proposals simply list X flights per week, or X flights per day. If your proposal only
mentions X per week or X per day, please provide exampies of how you plan to fly
those flights during a typical week.

Our assumption is that DOT will limit your subsidy on a weekly basis to the number
of flights per week you have proposed in your bids (according to the seasonal
variations you have also proposed). This means that it is our assumption that DOT
has not provided you with the flexibility to adjust your seasonal start/end dates
and/or peaks/valleys, if you find you have additional/less need for flights in different
months that you have projected. If this assumption is incorrect, please advise. This
infiexibility by the DOT is our assumption as well, but we have found in practice that
the DOT is willing to work with the community and the airline to make sure the
selected carrier is reaching the goals of the communities. Since this is straight EAS
and also considered seasonal, we believe the DOT would give the airline some relief
on weekly frequency to adjust for demand. For example, if we are saying peak is 35
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trips per week, and we find out we need to add two more trips per week in Non-Peak
times, then DOT may altow for us to operate these and then reduce the two trips
from the Peak time we have proposed. Since MBL is coming off AEAS and would be
going to straight EAS, | anticipate that the DOT will give some flexibility in this, but

they will want the adjustments to happen within the DOT fiscal year.

Question 4)

Each carrier proposal has an amount listed for “marketing.” These numbers vary
significantly across the proposals (from $20,000 - $50,000+). To ensure we are
evaluating these amounts in the same way (i.e., an apples to apples comparison),
please explain how typically the amount you aliocate towards marketing is utilized.
For example: $30,000 budget is allocated as follows: $20,000 on media buys (print,
digital, billboards), $5,000 is for partnerships and events, and $5,000 for marketing
staff. Air Choice One is progressive in its marketing. We allocate budgets depending
on specific community desires and proven marketing methods. Based on the above,
our proposed $27,000.00, which is subject to increase based on need, would be
broken into three major categories, Digital Marketing, Traditional Marketing, and
Public Relations. We place special emphasis on Digital Marketing as today is a digital
world, and digital methods provide the most ROI. For Digital Marketing, we would
allocate $13,500.00 of the proposed $27,000.00 Traditional Marketing methods,
although somewhat outdated, can be effective in communities like Manistee. As
such, we would allocate 58,100.00 out of the proposed $27,000.00. Finally, our
budget would not be complete without Public Relations. Air Choice One believes in
cause marketing and public relations wholeheartedly. We want to leave a
community in a better place than when we found it, so according to that, we would
dedicate $5,400.00 out of the proposed $27,000.00. If you need additional
breakdowns of our budget, please do not hesitate to contact us.
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Question 5)
Fees, fees, fees. Airlines love fees as they can provide significant revenue on top of
fares. However, passengers generally dislike fees as they can significantly change the

perceived value of the purchase and can reflect on the perception or trustworthiness
of a carrier.

Please detail out your general fee structure.
- Baggage fees
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A7)

Baggage Type Business Everyday Go Your Way
Personal Item Free Free Free
Gate Check (Carry

On) up to 30 Ibs. Free Al 525
Gate Check (Carry

On) 31 Ibs. to 50 $50 $50 $50
Ibs.

15t Checked Bag up

t0 50 Ibs. Free Free $40
1% Checked Bag 51

Ibs. to 70 Ibs. Ll el +580
2" Checked Bag up

- Free 540 $40
2" Checked Bag 51

Ibs. to 70 Ibs. kit il il
3" Checked Bag up

to 50 |bs. >80 = e
3" checked bag 51

t0 70 Ibs. +580 +$80 +580

*For travel to/from all Air Choice One cities: Active Duty, Reserve, and National
Guard, including dependents and retirees with a valid Military or Dependent ID.

- Change fees (for both refundable and non-refundable tickets) $35 per change
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- Cancellation fees (for both refundable and non-refundable tickets)
Business
e 25% cancellation fee if passenger cancels more than 24 hours in advance of

flight time

* 50% canceliation fee if passenger cancels less than 24 hours in advance of
flight time

o Fare less the cancellation fee can be refunded to the original form of payment

¢ |If a passenger decides to have instead a credit put on their account to use
towards a future flight, they are eligibie for 100% credit if they cancel at least
five days before their original departure date

Everyday
e 50% cancellation fee if passenger cancels more than 24 hours in advance of
flight time
e 75% cancellation fee if passenger cancels less than 24 hours in advance of
flight time
e Fare is not eligible for a refund to the original form of payment. Fare will only
be refunded as a credit on account to use towards a future flight

Go Your Way
e This fare is non-refundable

- For non-refundable tickets is there any residual value for a canceled segment (i.e.,
credit for future flight) See above details on Everyday & Go Your Way Fare

- Cancellation window (can a flight be canceled up to departure, 24 hours before,
etc.) Air Choice One allows voluntary cancellation up to the time check-in closes for
their flight.

For the following scenarios, please detail the fees/costs that would be incurred and
how these customer service opportunities would be handled:

a) ! missed my flight because | arrived to the airport 15 minutes after departure
(traffic, flat tire, snow, etc.). How much will it cost me to get on the next available
flight (for both refundable and non-refundable tickets)? The cost would be a new
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ticket per Air Choice One’s No Show Policy

b} I missed my flight to Manistee in Chicago because my connecting flight was
delayed/canceled? How much will it cost me to get on the next available flight to
Manistee (for both refundable and non-refundable tickets)? The cost would be a new
ticket per Air Choice One’s No Show Policy

Considering the following sub-cases:

b1 - There is a later flight available the same day. We look at this on a case by case
basis. On average, we charge the $35 modification fee.

b2 — The next available flight is the next day (any consideration for meals/lodging}
We look at this at a case by case basis. We do not offer consideration for meals or
lodging for delays or cancellations from other airlines.

b3 — The original connection was ticketed as an ‘interline’ ticket Not Applicable

b4 — The original connection was ticketed as a separate ticket We iook at this at a
case by case basis

b5 — Is there any difference if the reason for the delay/cancellation of the connecting
flight was controllable or uncontrollable? And how do you determine that as the
flight was on a different carrier? No, there is no difference, but Air Choice One will
look at each situation on a case by case basis and make exceptions depending on the
circumstance.

c) t missed my outbound connecting fiight in Chicago because my inbound flight from
Manistee was delayed/canceled? How much will it cost me to get on the next
available flight to my final destination? If Air Choice One flight is delayed or canceled,
we assume no responsibility for re-accommodation, meals, or lodging, but Air Choice
One will look at each situation on a case by case basis and may make an exception
depending on the circumstance.

Considering the following sub-cases: Please see above

cl - There is a later flight available the same day

¢2 — The next available flight is the next day (any consideration for meais/lodging)
c3 - The original connection was ticketed as an ‘interline’ ticket

c4 - The original connection was ticketed as a separate ticket

c5 — Is there any difference if the reason was a controllable vs. uncontroliable
delay/cancellation?
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d) My flight to/from Manistee is canceled or significantly delayed for a carrier
controliable reason (mechanical, etc.), what are my options? 1. We can re-
accommodate the passenger to a new available flight, 2. We can offer a full credit on

their account, 3. We can offer a full refund to the form of their original payment.

d1 - Can | get a full refund because my trip is ruined (i.e. the next available flight
does not work for my needs)? 1. We can re-accommodate the passenger to a new
available flight, 2. We can offer a full credit on their account, 3. We can offer a full
refund to the form of their original payment.

d2 — Can | be rerouted on a partner flight (i.e. AA / UA} into/out of a neighboring
airport {TVC, GRR, and MKG)? Not applicable.

d3 — Will | be compensated for my inconvenience in any way (food and/or lodging if
an overnight stay is required) If Air Choice One flight is delayed or canceled we
assume no responsibility for re-accommodation, meals, or lodging, but Air Choice
One will look at each situation on a case by case basis and may make an exception
depending on the circumstance.

e) The same scenarios as d) but for a non-controllable cancellation (weather, etc.) 1.
We can re-accommodate the passenger to a new available flight, 2. We can offer a
full credit on their account, 3. We can offer a full refund to the form of their original
payment.
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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 1.S. Forestry Service and Bureau of Land
Management. We evolved to provide air charter services across the west coast with our fleet of
Pilatus and Cessna aircraft. As a charter operator we have received certifications from both
industry-leading safety organizations, ARG/US and Wyvern. Boutique Air employs 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 fitness and management competency,
receiving authority for scheduled service in January of 2014. We began flying scheduled service
between Los Angeles and Las Vegas in January of 2014.

We have worked to develop effective 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 Galileo (Travelport), Sabre, and Amadeus. In
addition, we are on the major Online Travet Agencies (OTAs), including Expedia, Travelocity,
Priceline, Crbitz, CheapTickets, and CheapOAir.

EAS Contracts

On April 22, 2014 Boutique Air received its first EAS contract when the DOT selected the airline
to provide service between Clovis, New Mexico and Dallas/Ft. Worth, Texas. Since then, we
have continued our track record of success and now serve 16 different EAS communities and
operate out of 30 different airports. Continuing on this path of successful growth, Boutique Air's
most recent community began serfvice to Victoria, Texas in November 2018.

548 Market St, Suite 73298 | San Francisco, CA 94104 | t. 415.449.0505 | f. 415.738.7671



What People Are Saying About Boutique Air

Boutique Air PC-12, one of the best furboprop 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 presenis the safest and most
comfortable option for the traveling publjc.

-Hon. Mayor David Lansford in Recommendation Letter

City of Clovis, NM

Flew with Boutique from LA lo Vegas and back and must say | was exiremely sumprised. From
the ease of check-in, To the flight iiself, the whole process was greal Price was compelilive
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 Tit, 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 lo 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 copifot as well.

-Patrick S. via Yelp.com

Smooth flights and personable staff are part of the experience...
-Clovis News Journal

548 Market St, Suite 73298 | San Francisco, CA 94104 | t. 415.449.0505 | f. 415.738.7671
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Aircraft:

Boutique Air currently operates a modern fleet of Pilatus PC-12, Piaggio Avanti, and Beechcraft
King Air 350 aircraft. All flights are flown by Captains with over 1,200 hours of flight experience
and an instrument rating. While we are certified to fly single pilot we opt to fly with a two pilot
crew. Boutique Air ensures pilots provide a level of customer service beyond that of normal
commercial airlines.

8 or 9 Passenger Executive Configuration
Pressurized Cabin

Power Outlets

Enclosed Lavatory

Historical Passenger Traffic Performance

548 Market St, Suite 73298 | San Francisco, CA 94104 | t. 415.449.0605 | f. 415.738.7671
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Boutique Air has established a proven track record in resuscitating air service in EAS
communities which have been devastated by poor execution from prior carriers as illustrated by
the passenger traffic graphs below.

Historcal traffic: Great Lakes vs. Boutique Air - Merced, CA (MCE)

= Boutique Alr
= {ites! Lakes
Historical traffic: Sliver and Seaport vs. Boutique Air - Muscle Shoals, AL (MSL)
= Boutlque Alr
== Seaport
Sliver Airways

Passengers per month

&

January 221 anuang 03 NE LTS 1] Jirruaty J0i4 anuary 206
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Historical Traffic: Great Lakes vs. Boutique Air - Alamosa, CO (ALS)

@ Greatlakes @ Boutique Air
20000
15010
15000 13115 13724
7670
E176
4957
5000
1]
2014 2Ms 206 2017 2018 2019
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Proposal

Overview

Our proposal would be flown in eight or nine-seat, modern, pressurized Pilatus PC-12 or King
Air 350 aircraft. The term is two years.

In order to increase brand recognition in the community, Boutique Air will spend at least $20,000
per year on advertising & marketing to make Manistee’s air service a success. We will utilize a
combination of radio, print, billboard, TV, and internet advertising.

Note on Service Start Date
Because Boutique Air already operates at all the destination airports we anticipate being able to
start service approximately 2-6 weeks following an order selection.

Note on Interline Agreements

Boutique Air launched its interline and codeshare agreement with United Airlines on May 1,
2017. Customers now have flow-through ticketing and baggage capabilities for those flights that
connect with United Airlines. In addition Boutigue Air has an interline agreement with American
Airlines as of August 7, 2019. Passengers will be able to book through United.com and AA.com
and connect with any of United or American flights. Below are screenshots of our current
service as reflected on United and American Airlines websites both domestic and international.
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Community Input

Shortly after the bids are complete, Boutique Air will schedule meetings with airport and/or city
officials. This will allow us to answer any questions and provide additional information.

While we can not promise we will be able to implement everyone's suggestions, we welcome
feedback from the community, 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
‘
'- - n
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Service Summary

In an effort to provide Page the most flexibility in selecting an air service that best fits its needs,
Boutique Air has provided several options in Pilatus PC-12 aircraft or King Air 350.

-l

Additionally as per the DOT's RFP, we have also broken the year down into three seasons:

High Season, Mid Season, and Low Season.

Boutique Air reserves the right to move up to 50% of the Round Trips to Grand Rapids,
Michigan (GRR) in conjunction with community interest, seasonally or year-round.

Low Season Mid Season High Season Pilatus PC-12 King Air 350
Round Trips Round Trips Round Trips Year 1 Year 1 Subsidy
22 Weeks 20 Weeks 10 Weeks Subsidy
Option | 21 Roundtrips | 24 Roundtrips | 30 Roundtrips | $3,682,360 $4,080,237
#1

Note on annual cost increase: a 2% subsidy escalation is required after every twelve months of
service based on prior year

548 Market St, Suite 73298 | San Francisco, CA 94104 | t. 415.449.0505 | f. 415.738.7671
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Manistee/Ludington, Ml
Option 1: 21-30 Nonstop RTs to Chicago, IL {ORD) & Grand Rapids, Ml (GRR)

Operations PC-12 King Air 350
Scheduled Flights 3,120 3,120
Completed Flights (98%) 3,058 3,058
Scheduled Block Hours 3,796 2,444
Scheduled Seats 24,960 28,080
Scheduled ASMs 4,517,760 3,453,840

1,950

Revenue
Passengers 14,976 17,690
Average Fare $59 $79
Fare Revenue $883,584 $1,397,542
Total Revenue $883,584 $1,397,542

Expenses
Fuel $1,042,002 $1,242,000
Ownership $840,000 $920,000
Maintenance $1,018,994 $1,437,048
Crew $699,648 $899,666
Aimport Rent $166,532 $166,532
Landing Fees $132,336 $184,086
Staff $206,000 $206,000
Insurance $20,000 $20,000
Marketing $20,000 $20,000
Other Indirect Costs $36,000 $24,000
Corporate $167,024 $97,600
Total Costs $4,348,537 $5,216,932

Profit Element $217.427 $260,847
Margin 5.0% 5.0%

Total Annual Subsidy $3,682,380 $4,080,237

Total Annual Subsidy

Year 2 $3,756,027 $4,161,841

548 Market St, Suite 73298 | San Francisco, CA 94104 | t. 415.449.0505 | f. 415.738.7671
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BOUTIQUE AIR
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EAS Proposal for:

Manistee, M|l — Chicago O’Hare

Docket DOT-OST-1996-1711 \
4x Daily (Summer)/2x Daily (Winter) with codeshare of AmericanAirlines "¢
(With option for a daily stop in Grand Rapids, MI)

Hyannis Alr Service, Inc., dba Cape Air i
Atin: Andrew Bonney, SVP Planning ’ -
660 Bamstable Road, Hyannis, MA 02601
{508) B62-6719



C-Z

Preface Regarding the COVID-19 Pandemic

Key points

Despite the inherent uncertainties in today’s pandemic
news, Cape Air is confident in the durability of high-
frequency, reliable, 9-seat commuter service with
connections to/from major airlines

This proposal assumes a return of travel demand over
the next 6-12 months

Some facts and figures in the contextual information of
this presentation may change, but Cape Air's proposal
for Manistee's EAS is firm

Cape Air has embraced CDC protocols for cleaning
aircraft and passenger facilities, and employing
personal protective equipment




Cape Air Overview

Flying scheduled service since 1989

* 99 aircraft in the fleet
« 37 cities served

* 850 employees

g
o

| . : » Flying 500,000+ passengers per year
A Dan Wolf. {2 i+ 3 [ Linda Markham f

¥ Founder & CEO mmm. | President 4 * Employee-owned and empowered

: & '" workforce

b
"‘-F-;__m ___;_'r

| R — Capé i
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Cape Air served
37 cities
(Pre-COVID)




Featuring

World class
distribution

v’ Interline with all legacy airlines
v' Hosted in Amadeus reservations system
v" Selling through major online travel agencies

B I SRR R T

N
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Airline partners

Cape Air connects with:

ADELTA % AmericanAirIines\‘\‘

AIR LINES

U N l E D )
I Yol
e Ty
‘1"-‘4'.""!; &

>k jetBlue

Al RLINTES

HAWAIIAN

AIRWAYS’ AIRLINES.

QANT'?J‘B%/ & Condor
(hp\é\ﬁr.



Cape Air's Manistee service will be

codeshared with American Airlines

: T N
AmericanAirlines ¢

Depart Marion, IL to Dallas/ Fort Worth, TX
Tuesday. July 30, 2019
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Cape Air's interline with United Airlines will
allow Manistee itineraries to appear on

united.com

$250 statement credit
. . + 25,000 miles
o N
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Reservations: 1-800-CAPE-AIR .!.1

i F

Cape Air Reservations Department

No fee to speak
with a reservations
agent!




Cape Air participates in TSA’s

PreCheck program

TSA Preyf
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Commitment
To Safety
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Safety first

Core of our culture

Cape Air’s #1 priority is the safety of our operation

* Multi-engine aircraft * FAA certified under Part 135 Commuter
* Safety audits annually by: * All captains have an Air Transport Pilot
~ American Airlines Certificate
— United Airlines = 1,500 hours minimum
— JetBlue Airways * Director of Safety
* SMS program approved by FAA — Department of 3 safety professionals
* 30 years experience * WAAS-enabled GPS navigation
— 100,000+ flights per year

Safety mantra:
“Make the tough call in the
name of safety, and we will
support you"

Capm



Cape Air proposes service in our fleet of brand

new twin-engine Tecnam Travellers

Cape Air’s Tecnam Traveller

Features
* Two engines, for safety
* 9 passenger seats

* 2 pilot seats, and
certificated for single pilot
operations

* [talian leather seats
* Air conditioning

* LED lighting

* USB ports

Cap%*ﬂi’r:



The “Traveller” was custom designed by Cape

Air and Tecnam for commuter air service

Highlights

* The first new purpose-designed
commuter aircraft in 40 years

* Brand-new design
* Electronically controlled engines

* Luxurious cabin with 9 single
seats

Capm



The cockpit features the Garmin G1000NXi
Integrated flight deck
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Featuring a

Chicago O Hare hubr’

Vs e

v" Connecting service to the world
v’ 264 non-stop destinations in 2020
v' Major economic, entertainment and cultural destination
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access to. Chicago O’Hare A aé:,%

o

Cape Air.is delighted to offer Manistee L

e
|

Chicago, lllinois

Chicago fast facts
* Population (2018): 2,705,994

* Hosted 58 million visitors in 2018

* Top Chicago attractions:
— Millennium Park
— Navy Pier
— Shedd Aquarium
— The Field Museum
— Museum of Science and Industry

* Chicago O’Hare Airport: one of most
connective airports in the world Y,

(hp?eﬂi’r:




In addition to being a world-class destination,

Chicago O’Hare has non-stop air service to
264 destinations

Chicago O’Hare cities served (2020 OAG)

=113 Code Seats

New York, NY LGA 1,721,903
Los Angeles, CA LAX 1,437,501
Dallas/Ft. Woerth, TX DFW 1,272,699
Baston, MA 805 1,161,516
San Francisen, CA  SFD 1,134,721
Denver, L0 DEN 1,133,247
Atlanta, GA ATL 1,010,555
Washington, DC bCA 1,008,440
Seattle, WA SEA 955,528
Minneapolis, MN  MSP 954,314
Newark, N) EWR 933,067
Phoenix, AZ PHX 924,807
Philadeiphia, PA PHL 875,316
Orlando, FL MCO  BTLGE4
Houton, TX IAH B44,593
Las Vegas, NV LAS  B41,068
Miami, FL MIA 790,169
Charlotte, NC ar - 731597
London, UK LHR 623,447
Detroit, M) DTW 593,089
Toronta, ON YW 539727
Fort Lauderdale, FL Fil 539,899
San Diego, CA SAN 537,968
Tampa, FL TPA 518,989
Oeveland, OH CLE 497,764
Austin, TX AUS 487,002
Kansas City, MO MO 456,161
Raleigh/Durham, NC RBU 458,093
5t. Louis, MO ST 449,100
HNashville, TH BNA 431,809
Columbus, OH CMH 415,117
Baltimore, MD Bwl 412,860
Fort Myers, FL Asw 412,709
Pittsburgh, PA FIT 412,086
Santa Ana, CA SNA 205046
Sait Lake City, UT S 402,708
Porttand, DR PDX 395,751
Frankfurt, Germany FRA 392,835

Oy
indianapolis, IN
Cncinnatl, OH
Cancun, Mexico
Hartford, CT
Madisan, Wi
Mexico City, Mexlco
Des Moines, 1A
Washington, DC
New York, WY
Omaha, NE
Grand fapids, Ml
New Orleans, LA
Dublin, Iretand
Miwaukee, Wi
San Anienio, TX
Rochester, NY
Buffalo, NY
Cedar Rapids, 14
Albany, NY

Paris, France
Tokys, Japan
Syracuse, NY
Munich, Germany
Fayeiteville, AR
Loutyville, KY
Richmond, VA
Monttreal, QC
Dayton, OH
Hartisburg, PA
Appleton, Wi
Sacramento, CA
Traverse Gty, MI
Memphis, TN
Green Bay, W1
San Jose. CA

San Juan, PR
Honolutu, HI
Oklahoma City, 0%

Code Segty oty Code Seaty Gty

IND 385519  Zurich, Swittesland ZRH 158,662 Panama City, Panama
VG 352,033 Amterdam, Heth. AMS 158,215  Reno, HY

CUN 150,328  shanghai, China PVG 157,824 Greer, 5C

BOL 344506  Springfield, MO $GF 152,050 Portand, ME

MSN 317,807  Knaxville, TH Trs 150,268 Madrid, Spain

MEX 312010 Vancouver, BC YVR 149,816 Greentbaro, NC
DSM 311,005  Tulsa, OK TUL 149,312 Dubai, UAE

IAD 210,607  Jacksonville, FiL JAX 148,789 Akson, OH

JFK 305,243 (stanbul, Turkey IST 147,140 Mosinee, W)

OMA 302971  Moline, IL MU 145407 Kalamatoo, Mi

GRR 299,885 West Paln Beach, FL PRI 141,576 Copenhagen, Denmark
MSY 282,685  Litde Rock, AR UT 140584  El Paso, TX

DUB 274707 Peoria, Il PIA 140,166  Vienma, Austria

MKE 254,864 Chaileston, $C CHS 138,613  Jackson, WY

SAT 254512 Tucson, AZ TUS 138320 Birmingham, AL

ROC 250,212  Norfolk, VA ORF 138,075  Taipel, Tatwan

BUF 245159 South Bend, IN SBN 136,676 Lansing, M|

Qb 243,381 Sloux Falls, SO FSD 135648 Guadalajara, Mexkco
ALB 232,497 Alwgquerque, M ABQO 130,202  Boise, ID

ChG 228,885  Aby Dhabl AUH 129,200  Stockholm, Sweden
HND 228,245 Flint, MI FNT 128,960 Duluth, MN

SYR 225543 Fargo, ND FAR 129,480 Bozeman, MT

MUC 225199  Hochester, MN RST 1272730 Brussels, Belgium
XNA 222,851 ‘Wichita, KS ICT 127530 Sao Paulg, Branit

SOF 218,137 Rome, Raly FCO 127,258  Punta Cana, DR

RIC 216,620 Providence, A Y0 126054 Ammen, lordan

YUL 214,493 Lexington, KY LEX 124,550 Savannah, GA

DAY 108101 Calgary, AB YVC 124,236  State College, PA
MDT 199,677 Fort Wayme, IN FWA 124,170 Evamaville, IN

ATW 193,656 Warsaw, Poland WAW 123,289 Saratota, FL

SMF 189,410 Doha, Qatar DOH 117,645  Charloitesville, VA
TVC 187,596  Defhl, India DEL 117,306 Mang Kong, Hong Kong
MEM 184,567  Anchorage, AK ANC 116,388 Champaign/Urbana, IL
GR8 181210  Tokyo, Japan NRT 115,245  Barcelona, Spain

S 172633 Seoud, Korea ICN 112,372 Cabo, Mexico

U 164379 Burlington, VT BTV 110,943  Huntsvifle, AL

HHNL 162,990 Columbla, MD COU 110,005  Palm Springs, CA
OKC 161,949 White Plains, NY HPN 109,752 Beijing. China

Cote Sestr =i

PTY 103,085 Usbon, Portugal

RNO 107,058  Puento Vallarta, MX
GSP 106,382  Allentown, PA

FWM 106,232  Colorado Springs, €D
MAD 105,914  Uncoln, NE

G50 104,980  Reykjavik, lceland
OXB 104,788  Krakow, Poland

CAK 104,420  Scramton, PA

CWA 100,480  Asheville, NC

AZD 97,556  Addis Ababa, Ethiopla
CPH 97,091  Kahuluf, HI

ELP 06,338 Chattanooga, TN

VIE 95,313 LaCrosse, Wi

JAC 92,720 Rapid City, 30

BHM 93684  Roancke, VA

TPE 93573 Aspen, (D

LAN 93,284 Dubugue, i

GOL 92,322 Columbla, 5¢

BoI 91,474  Chadeston/Dunbar, WV
ARN 90,664 Myrile Beach, SC
DiH 89,945  Montego Bay, lamaica
B2N 89,787 Saginaw, MI

BRU 89,358 Toledo, OH

GRU  B7,684 frie, PA

PUY  B5S533  Bloomingtom, I
AMM 26178  Monterrey, Mezico
SAV 85569 Manhattan, KS

SCE 85,250 Springfield, IL

EWW 85100 Auckand, New Zealand
SRO 82,971  Manchester, NH

CHO 82650 Spokane, WA

HKG 82,294 london, UK

CMI BLI72  Sioux Qity, 1A

BCN  BO932  Athens, Greece

SO BO010 Pangor, ME

HSV 20,000 Fresno, CA

PSP 76,845 Muskegon, MI

PEK 76302 Trenton, NI

Code Segts Oty Coge Jeats Gty Codg Seats
LS 76071 HancockiHoughton, M CMX 36550  Salina, KS SIH 16,700
FYR 75372  Eau Claire, W1 EAU 35S50 Paico, WA PSC 15,960
ABE 782100 Paducah, KY PAH 36550 Mhsoula, MT M50 14,09
CO5 74,060  KeyWest, FL EYW 36,358 Chengdu, China CTv 13,435
LNK 74,010 Oakland, CA DAK 35,672 Grand Cayman GCM 13,169
KEF 72,285  Kalispell, MT FCA 35575 Ogdemsburg, NY OGS  13,05¢
KAX  6BS60  Waterloo, 1A ALO 35400 Hayden, CD HON 12,374
AVP 65,750 Eagle, O EGE 33842 Sanjose, CostaRica SID 12,284
AVl 65,254 Pensacols, FL PNS 32380 Jackson/Vicksburg, MS JAN 11,300
ADD 63,369 Ottawa, ON YOW 37,136 Bendffledmond, OR RADM 10,792
0GG 62,244 Venice, Haly VCE 31,092 \liberia, Costa Rica UR 9,182
CHA 61,896 Cape Girardeau, MO  €GI 31,200 Gelize City, Belire BIE 8,816
IS 61,710  Winnipeg MB YWG 31,256  Quincy,IL UIN  BT66
RAP 54470 Eugene,OR EUG 30,858 Su. Thomas ST 7,858
ROA 54,448  Bismarck/Mandan, ND BIS 30,150 Guatemals Gy GUA 7,360
ASE  S4,250  Decatur, IL DEC 29,780  Great Falls, M7 GTF 7170
DBO 54,050 Wilmington, NC ILM 29350 Corumel, Mexicn QM 6183
CAE 53,100 Jopfin, MO N 29,178 St tuda, . tucia UVF 5943
CAW 51,550 Brisbane, Australia BNE 28556 Huatuleo, MX HUX 5,568
MYR 52,230  Prague, Czech Rep. PRG 27,120  Haslifax, NS YHZ 5490
MB) $1488 Nasay, Bahamay NAS 27,078 Billings, MT BiL §,320
M85 50950 Santa Bashara, CA SBA 26,450  ixtapa, Merico ad 5082
TOL 50,400  Heisinkt, Finland HEL 26,300 Panama City, FL ECP 4,740
ERI 49,348 Edinburgh, UK EDl 24505 Hifton Head, 5C HHEH 4736
BMI 48,484  Fairbanks, AK FAl 24,236 St Maarten (M 4284
MTY 47,330 CQuebec, GC YaB 23,710 Valparakso, FL wPS  a092
MHK 46,850  Aruba, Aruba AUA 23,408  SunValley, ID SUN 2204
$PI 46,200 Budapest, Hungary BUD 22,148 Grand function, CO GIT 159
AKL 45640  Marquette, MI MQT 21,500 Buwrlington, tA 8RL 1,340
MHT 44450 Monbose/Delta, CO  MTI 20,780 Irorwood, M1 WD 1,244
GEG 43,568 Tel Aviv, lirael TV 30,298 Mason Clity, 1A MOW 1,348
16W 41,280  Lewisburg, WV LWB 19,800 Morelia, Mezica MLM 1,080
SUX 40,450  Clarksburg, WV CX8 18,300 Ourango, CO DRO 1,064
ATH 40,072 Staunton, VA SHD 18,300 Ontario, CA ONT 960
BGR 39,096  Providenciales PLS 18,147 Leon, Mexico | ;o
FAT 38,863 Watertown, 5D ATY 18,100 Zacatecas, Masico €L 540
MKG 38,250 Meridian, MS ME 17,800

TIN 26641 Kearney, NE EAR 17,600



Chicago O’Hare route map

Source: 2020 OAG



Additionally, Cape Air offers an optional daily
stop in Grand Rapids-in route to/from Chicago A

Grand Rapids non-stop service
2020

C-2D

Grand Rapids stop

City Code Seats City Cade Seats

Chicago, IL ORD 303,151 Punta Gorda, FL PGD 33,453
Atlanta, GA ATL 263,205 Phoenix, AZ AZA 30,798
Detroit, Ml DTW 232,969 Houston, TX IAH 25,284
Minneapolis, MN MSP 190,619 Phoenix, AZ PHX 23,500
Denver, CO DEN 153,189 Fort Myers, FL RSW 19,857
Chicago, IL MDW 139,541 Tampa, FL TPA 17,738
Dallas, TX DFW 103,642 Sarasota, FL SRQ 16,815
Charlotte, NC LT 89,228 Washington,DC  IAD 15,100
Sanford, FL SFB 74,928 Nashville, TN BNA 14,490
New York, NY LGA 66,160 Savannah, GA SAV 12,552
St. Petersburg, FL  PIE 62,508 Jacksonville, FL Jax 11,682
Newark, NJ EWR 61,216 Austin, TX AUS 8,142
Philadelphia, PA  PHL 55,689 New Qrleans, LA MSY 7,788
Orlando, FL MCO 50,061 Miami, FL MIA 6,536
Baltimore, MD BWI 43,932 Boston, MA BOS 5,310
Washington, DC  DCA 34,105 Fort Lauderdale, FL FLL 4,956
Las Vegas, NV LAS 33,630 Los Angeles, CA  LAX 3,804

Source: OAG

» Competes for drive-traffic leakage to/from
Manistee

« Grand Rapids features non-stop service to
34 cities

— Covers many major markets

» Service by six airlines: Allegiant, American,
Delta, Frontier, Southwest, United

« Convenient terminal, all behind security

Capb i
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Marketing

And Community Engagement
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Cape Air's marketing for Manistee will collaborate

with and complement the airport’s ongoing program

The marketing plan for Manistee includes: The world awaits.

v" Building on existing Manistee marketing "\-YOU dOﬂ t ) here d T,
oractices sz M Where clo you g,

v Targeted SEM, SEO and digital display ';o:.l‘.'_c'aiinsf’é - ’f?’.sl.re need to go? “

v Traditional mediums: e S . T ' ==
print/outdoor/radio/TV/streaming/social : i pond in D caiur ﬂﬂ,
plat'forms _:. =l 5t. Lows

v’ Leveraging UGC 29&! S, My

v Community sponsored events SO Chicago = Boo fhonts

v Partnerships with local businesses and
universities rm159ww ( '”P}& dir-

v’ Local contesting and trip giveaways

1 1]
Wmmm!mmEunhnm vdd!mmdm
Fares moy change without notice and arg et puarantsed until Bicketed.

.
Cape Air has a Marketing Manager focused on the Midwest
p sting anag Capbir



The Cape Air Difference

New multi-engine aircraft, connectivity, community

* Newest aircraft: Tecnam P2012 Traveller * Independence, retaining full control over:
- Fares
* Right-sized seasonal frequency: — Schedule
— A4x daily during summer — Marketing
~ 2x daily during winter
* No fees:
* Codeshare with American Airlines — No 1%t checked bag fees

— No change fees

* Interlines with American, Delta, JetBlue, Alaska, — No reservations fees
United and more

* Dedicated community partner
* Planes and pilots based and overnighting in — Robust marketing program
Manistee

Capm
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EAS Proposal
Economics




Drivers

Daily Round Trips (Summer) 4
Daily Round Trips (Winter) 2
Daily Round Trips (Average) 3
Completion Rate 97%
Annual Actual Dpts 2,124
Pax/Dpt 4.5
Load Facior 50%
Avg. Net Fare $59

Summer: May - October
Winter: November — April

Note: See escalation factors subsequent slide

4-year option
preferred

Expenses

Two-year term; discount for 4-year term, preferred, is noted helow

Fuel $767,437
Maintenance $763,664
Pilots $656,859
Ownership $779,783
Rents $347,255
Staff $491,838
Landing Fees $95,262
Marketing $52,013
General & Admin./Other $81,153
Operating expense $4,035,262
Return of 5% $212,382
Economic Expense $4,247 645
Passenger Revenue $564,002
Profit {$3,683,643)
§ Annual Operating Subsidy Required $3,683,643
:, Subsidy Per Departure $1,734
Discount for 4-year term
& | Proposed Subsidy $3,583,411
o Per Departure $1,687




To align revenue with costs, Cape Air
proposes escalation factors

pallajaid

Option 1: Annual subsidy including escalation

Two-year selection
Year 1
Year 2

Four-year selection
Year 1
Year 2
Year 3
Year 4

$3,683,643
$3,794,152

$3,583,411
$3,690,913
$3,801,641
$3,915,690




Cape Air Option 2: Average of; 2x daily non-stops to/from

O’Hare, plus 1x to/from O’Hare via Grand Rapids

Drivers

Daily Round Trips (Summer)
Daily Round Trips (Winter}
Daily Round Trips (Average)
Completion Rate

Annual Actual Dpts

Pax/Dpt

Load Factor

Avg. Net Fare

97%

2,124
5.0
56%
$56

Summer: May — October
Winter November - April

Note: See escalation factors subsequent slide

4-year option
preferred

Expenses
Two-year term; discount for 4-year term, preferred, Is noted below
Fuel $944 972
Maintenance $935,232
Pilots $656,859
Ownership $954,973
Rents $530,953
Staff $597,126
Landing Fees $129,847
Marketing $52,013
_General & Admin./Other $103,110
Operating expense $4.905,085
Return of 5% $258,162
Economic Expense $5,163,247
Passenger Revenue $602,947

Profit ($4,560,300)
g-f Annual Operating Subsidy Required $4,560,300
o Subsidy Per Departure $2,147
Discount for 4-year term
§ Proposed Subsidy $4,436,214
o Per Departure $2,088




To align revenue with costs, Cape Air
proposes escalation factors

paisjald

Option 2: Annual subsidy including escalation

Two-year selection
Year 1
Year 2

Four-year selection
Year 1
Year 2
Year 3
Year 4

$4,883,339
$5,029,839

$4,750,463
$4,892,977
$5,039,766
$5,190,959

Capm



Thank you!

y

3 wannis Air Service, Inc., dba Cape Air
o | Atin: Andrew Benney, SYP Planiing

~ G0 Bamstable Read, Hyannis, MA 02601
'.-". -— {508) 862-6719
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Managing Direcor AmericanAirlines "¢

International Government Affairs

April 27, 2020

Kevin Schlemmer

Chief, Essential Air Service Program
U.S. Department of Transportation
1200 New Jersey Ave, SE
Washington, D.C. 20590

Re: Docket DOT-OST-1996-1711
Essential Air Service at Manistee, Michigan

Dear Mr. Schlemmer,

American Airlines, Inc. enthusiastically supports the proposal of Hyannis Air Service, inc. dba
Cape Air to provide Essential Air Service for Manistee County Blacker Airport (MBL) serving
Manistee, Michigan. If Cape Air is selected to serve Manistee, American Airlines would be delighted
to amend our existing codeshare agreement with Cape Air, and provide to the Manistee community
seamless booking and travel on American Airlines’ worldwide network.

American Airlines offers customers 6,800 daily flights to more than 365 destinations in 61
countries from its hubs in Charlotte, Chicago, Dallas-Fort Worth, L.os Angeles, Miami, New York,
Philadelphia, Phoenix, and Washington, D.C. We would be honored to connect Manistee to our
powerful global network. With a shared purpose of caring for people on life's journey, American's
130,000 global team members serve more than 200 million customers annually. American was
recently named a Five Star Global Airline by the Airline Passenger Experience Association and Airline
of the Year by Air Transport World. American is a founding member of oneworld®, whose members
serve 1,100 destinations in 180 countries and territories.

Thank you for your kind consideration.

Sincerely,

Lk A fed)

1 Skyview Drive
Fort Worth, Texas 76155 P
United States of America :

robertwirick@aa.com



BEFORE THE DEPARTMENT OF TRANSPORTATION | WASHINGTON, D.C.

APPENDIX D
ESSENTIAL AIR SERVICE AT

Manistee/ludington, Michigan

UNDER 49 U.S.C. § 41731 ET SEQ.
BY ORDER 2020-2-5 | DOT-OST-1996-1711

Proposal to Provide Subsidized Correspondence with regard

Essential Air Service to this document should be
By Order 2020-2-5, the Department addressed to:

requested proposals from carriers R. Stan Little

interested in providing Essential CHAIRMAN & CEO

Air Service to Manistee/Ludington, 101 North Riverside Drive; Suite 211
Michigan. Pursuant to that Order, Pompano Beach, Florida 33062
Southern Airways Express LLC (901) 672-7820

("Southern™) cordially submits this s little@iflysouthern.com

proposal.

America’s Most Reliable Commuter Airline

5 SOUTHERN AIRWAYS MOKULELE

— iFlySouthern.com
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Southem Airways Express hereby offers a proposal to

D-2

become the air service provider at the Manistee County Blacker Airport.
The proposal is for a period of two years.

The Southern Story

In less than eight years, Southern Airways
Express has become one of the largest
commuter airlines in America and a leader in
the field of Essential Air Service. Of the nearly
200 datly flights operated by Southern, almost
half are contracted through the Essential Atr
Service program. Much of Southern’s success
can be attributed to targeted expansion to gain
scale and stability, industry-leading initiatives to
permanently solve the pilot shortage facing rural
communities, and the operation of the most
reliable model of 9-seat aircraft in existence.
However, it is the close partnerships developed
through years of community networking and
engagement that have led not only to countless
mutuaily-beneficial cooperatives but also to the
Essential Air Service regulatory compliance in
gach community that Southern currentiy serves

Southern's first flight departed from Memphis,
Tennessee, in June of 2013. Launching with just
two airplanes and three pilots, Southaern would
grow to have a respected regional presence in
the Guif South. Just a short time later, as the
airline was looking for an expansion opportunity,
a commuter airline with Essential Air Service
contracts in the mid-Atlantic became available

 Spring 2016: Southemn doubles in size
Winter 2017: Southern doubles in size

for acquisition. On February 29, 2016, Southern
acquired Sun Air Express. Throughout that year.
Southern worked closely with those incumbent
EAS communities to facilitate rebranding and
to renew the contracts for another bid cycle.

In the process, Southern gained additional EAS
contracts in the region and also in the State of
Arkansas.

With Southern’s Essential Air Service markets
recewving near-perfect completion rates and
passenger counts growing to record levels,

the opportunity to make an acquisition and
solidify the brand in the commuter marketplace
presented itself once again. Mokulele Airlines in
Hawat'i was very similar to Southern, Each airline
had roughly the same number of employees

and flew the same number of daily flights, but
what was most compatible with Southern was
the synergy of the aircraft type. Both airlines
operated the reliable, efficient, and proven
Cessna Caravan. The combination of the two
companies in 2019 was a perfect fit. With this
acquisition, Southern has become one of the
largest and most-respected commuter airlinas in
the country.




“Voted as the
best Specialty &
Leisure Airline in
the USA”

— Trip Advisor, April 2019

SOUTHERN'S PROVEN MODEL. versus the
REALITIES OF MANISTEE

For many years, Southern Airways subscribed to
the business model that success in Essential Air
Service communities comes from scale A carrier
generally cannot provide consistent and reliable
service to only one or two cities in a regional
footprint. It needs multiple aircraft, dozens of
pilots, and full support services to be able to
handie the daily issues that come from operating
an airline

Through Southern's acquisition of Mokulele
Airlines, Southern has learned how stand-alone
operations, like our route in Imperial, California,
can perform just as well as those in areas where

large scale has been obtained. For the past year at

Imperial, we have achieved a 99.6% reliability rate,
with over 90% on-time performance—the best of
any airline in Californial

The key to operating near-perfect completion
rates in stand-alone communities is the
availability of spare aircraft and reserve pilots
based in the community, Southern is committed
to having at least one spare aircraft based at
Manistee to maintain the airline’s 99% systemwide
completion rate.

ABOUT THE SOUTHERN AIRCRAFT

Southern intends to continue its reliable, low-fare
service using its fleet of 9-passenger turboprop
Cessna Caravan aircraft. This model aircraft has
been well received by the communities, With the
Caravan, Southern has demonstrated the ability
to offer record-setting passenger counts across
many of its citles. Only the Cessna Caravan has an
acquisition cost and a cost of operation affordable
enough to guarantee a “hot spare” based in
Manistee. Other turbine aircraft are just too costly
to keep spares idle on a ramp. Basing a more
costly spare aircraft at MBL would lead to an
unnecessary increase in the amount of subsidy
required for the route. With the Caravan, Manistee
receives the most reliable 9-seat aircraft in the
history of aviation and a "ready-spare"” to serve as
a back-up plane when needed..

Despite the proven success of the Caravan,
Southern still retains Piper Chieftains that can be
used for any city requiring twin engines



Southern Solves
The National
Pilot Shortage

Entire aircraft fleets have been retired in the past
decade, and many American carriers have ceased
operations as a direct and proximate result of not being
able to recruit and retain adequate numbers of crew

members.

Southern recognized this issue early and began taking

steps to position itself to stay ahead of the competition.

Southern’s Chairman served as a member of the
Department of Transportation Working Group to study
ways to address these issues and to help alleviate the

problems related to rural air service.

Since that time, Southern has implemented
groundbreaking programs to recruit and retain quality
pilots, including the Southern Senior Pilot Leadership
Program and the Southern Airways Pilot Cadet
Program. In addition, Southern has a full-time recruiting
staff dedicated to bringing the “best and the brightest”
to Southern Airways. The pilot corps numbers are
among the best in the industry and promise a very

positive 2020 and beyond.

As demonstrated by Southern’s industry-leading
controllable completion rates, since November of
2017, Southern has rarely cancelled a flight due to

crew availability.

Though the Covid-19 crisis has likely put the pilot
shortage on hold for several months, there's little
doubt that it will return, Fortunately, Southern has

already invested in a permanent solution.

Southern’s Spokes-singer

o 1

FACEBOOK.COM/IFLYSOUTHERN

INSTAGRAM.COM/FLYSOUTHERN

TWITTER.COM/IFLYSOUTHERN

@ PINTEREST.COM/IFLYSOUTHERN

YOUTUBE.COM/USER/IFLYSOUTHERN

Sonny McFly performs
the airline’s jingle in
its television and radio
commercials as well
entertaining at live
events in communities
served by Southern



SO"thern Airways IN THE GULF: D D

B Y the Numbers Destin, Fla. Ef Dorado, Ark.

Harrison, Ark, Hot Springs, Ark.
218 Daily Departures Key West, Fla. Nashville, Tenn,
30,000 Monthly Passengers Tampa, Fla.
490 Employees
200 Pilots IN CALIFORNIA:
35 Aircraft Imperial/El Centro

IN HAWAI'l;
Hana Kapalua
52 Kalaupapa Lana‘i City
. /) - . Molokai Waimea-Kohala
pisging Dislraons: -

9 HUB/FOCUS CITIES:
IN THE MID-ATLANTIC: Baltimore Los Angeles
Altoona, Penn. Dallas Memphis
Bradford, Penn. Honolufu Nantucket
DuBois, Penn. Kahului Patm Beach
Lancaster, Penn. Pittsburgh

Morgantown, WVa.

IN NEW ENGLAND
Hyannis, Mass.
Norwood, Mass.

Providence, R.i.
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ALL MAJOR DISTRIBUTION CHANNELS
Southern invests a considerable portion of its marketing budget
to promote its service to traditional travel agents and to internet

shoppers whao purchase tickets through online travel agencies.

MAJOR GLOBAL MAJOR ONLINE TRAVEL
DISTRIBUTION SYSTEMS: AGENCY WEBSITES:
Sabre Expedia

Amadeus Travelocity

Woridspan Qrbitz

Galileo Kayak

Travelport Priceline

Apollo Cheaptickets

Lancaster, Penn.

D-b
AaMaDEUs

Eabre
Travelport &
(K ALY]A K]
ORBITZ

eExpedicr
X

K
travelocity
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Southern’s interline partner,
American Airlines.

In spring 2018, Southern Airways became an interiine partner of American Airlines. This means

that traveling from the hometown airport to any American Airlines destination now tops any
other air travel option.

. - “
American Airlines "¢
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SOUTHERN'S ADDITIONAL Cond
INTERLINE PARTNERS AIRLINES ' | AIR NEW ZEALAND

LAUNCHED NOV. 7, 2019 COMING 2020



SOUTHERN AIRWAYS
EXPRESYS

e | \ Route Map

S "%’ec;w’ " ?C’_')
- MOKULELE

Now serving 37 cities with over
200 daily departures!

MAP KEY

Weekend
O 2020 Seasonal Service (May 22 Oct 12) \ N ca"fom,u
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Consistency in the Marketplace

Southern has been one of the top-
performing EAS airlines in the country
with controliable completion rates
setting the industry standard. Further,
Southern does not compare it's
on-time performance against other
commuter airlines. Instead, Southern
compares its operational statistics
against the biggest and best in the
industry. Both airlines operated

by Southern Airways Corporation
have been industry leaders in these
categories.

100

80

TWELVE MONTH TRAILING CONTROLLABLE COMPLETION
APRIL 2019 - MARCH 2020

e 100% 100% ¥ ———
100% 100% 100% 100% =l 100%
98.7% 99.5% 99.6% gg 13 98 549

*BASED ON ALL EAS ROUTES

APRIL 2019 MAY 2019
CONTROLLABLE COMPLETITION ON-TIME ARRIVALS CONTROLLABLE COMPLETITION ON-TIME ARRIVALS
Howgiign  99.7%  Nokulele  940% Southern  999% Mokulele  937%
 Southem 996% Hawoiien  88.3% Haweiion ~ 99.7% Howgiion ~ 886%
 Mokulele  99.5% - Southem  821%. Defs  990% Delta 86.4%
Delts  99.3% Defta  717% Molele  989%  [Southem  860%
United  917% United  696% United  966% United 78%
American  97.2% American  65.7% American  959% Americon  717%




SOUTHERN SEES SIX CONSECUTIVE
RECORD-SETTING MONTHS [N DUBOIS
JULY 2019-DECEMBER 2019

-0

2016-SILVER AIRWAYS

2017-SOUTHERN [l
2018-SOUTHERN [
2013-SOUTHERN [}
2020-SOUTHERN [

JANUARY FEBRUARY HARCH & PR JuNE Y AUGUST  SEFTEMEER OCTOBER NOVEMBER DECEMBER

DUBOIS, PA 2019 Highest passenger counts in eight years

ADDITIONAL ACCOMPLISHMENTS

BRADFORD, PA 2016 & 2019; Respectively, the two best
enplanement years in the last eleven

MORGANTOWN, WYV Eight consecutive months of record-setting
passenger counts for Southern, (July 2019 - February 2020).

LANCASTER, PA Fiscal Year 2019, The lowest subsidy-per-
passenger in five years.

HOT SPRINGS, AR 2019; Highest passenger count on record

TOTAL ALTOONA PASSENGERS
2014-2019

BOOD

Moo

[ =l

4090

1000

1000

oo

F i} 04 a0y Foig 01
ALTOONA, PA
Highest passenger count
since 2011,

L AEmt.s WIE
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~ Becoming the
Best Small Airline

¢

in America

Southern Airways is the fastest growing airline
in America. This explosive rate-of-growth is
attributed to many factors. Below are a few of
the improvements that Southern has made over
the past few years that has positioned the airline
to become "The Best Small Airline In America.”

* Southern secured interlined agreements

with American Airlines and Condor Airlines.
Interline tickets are available for purchase on
iFlySouthern.com. Southern's interline with
Alaska Airlines went live on November 7, 2019.

Southern innovated one of the most robust
pilot recruiting programs in the country. As
a result of two full years of pilot recruiting,
training, and retention Southern is now
poised to provide reliable service well into
the next decade.

= Southern developed SIREN, a proprietary

software program that automatically updates
passengers of delays by text, email, and voice.

+  Southern moved its crew-basing away from

the hubs, an involved process that included
the recruiting of new pilots wishing to live in
smaller communities. Now completed, this
move guarantees the originating flight to the

TSA Preyf”

hubs and the terminating flight into the EAS
communities every day.

Southern upgraded the Sun Air piston-driven
fleet to an all-turbine fleet featuring the
roomy and reliable Cessna Caravan.

Southern implemented online check-in.

Southern has upgraded all outdated arrival
and departure boards at the hometown
airports to digital monitors that are updated
throughout the day with fight status
information.

In Fiscal Year 2019, Southern brought alt of its
EAS airports into subsidy compliance.

Southern joined TSA PreCheck.

Southern pioneered a passenger intercept
data collection and reporting system to
provide the local airports and their governing
boards with passenger demographic data,
including passengers’ home ZIP codes and
final destinations,

SIREN
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»  Southern transitioned all remaining third- NEXT STEPS
party passenger handling vendors to in- Now that Southern is operating with extra |
house employees. This allowed for direct maintenance reserves, aircraft will begin an |
control over the level of customer service at  aggressive rotation through the contracted |
the hometown airports. paint shop to receive the official livery. The i

entire conformity process is estimated to be |

* Southern increased its call center and completed in twelve months.

customer service center to 24 hours per day.

*  Southern and local airport directors have

collaborated to create tailored media-

buying campaigns designed to market the

air service connectivity from the hometowns

to the hubs.
|
I
|

Southern’s New Livery -

N9545A

_@ ENPLANEMENT INITIATIVES
E x resspﬁ M A REC N N E CT O R Southern Airways has developed
—p a number of proprietary business
development and enplanement
initiatives that can be customized
to each marketplace. Many of these
programs have already been launched
across the Southern system. Full
implementation of the Initiative
Suite will happen in early 2019 in all
Southern Airways markets.

COMMLUN
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Fueling the Local
Economy

Southern is committed to being a good airport partner and an
asset to not just the aviation community, but to the entire area as
a whole. To this extent, Southern pledges to purchase as much
competitively priced fuel in its hometown airports as weight and
balance restrictions allow.

From a finance prospective, Southern's obligation as the EAS
provider must be to operate as cost effectively as possible in an
effort to manage the subsidy. If while doing so, Southern can also
purchase fuel in the out-stations, then both the airline, and the
local community benefit,

AS THE FOLLOWING BIDS ARE BEING REVIEWED, PLEASE CONSIDER:

Southern’s commitment to reliable service and long-term sustainability is evidenced by its commitments
to the hometown airports. Through solving problems related to the Nationat Pilot Shortage, creating
interline partnerships, and providing consistent executive leve! "boots on the ground,” Southern's
developed a strong platform for growth in all of its communities.

Southern Airways Express believes that its proposal will provide an unsurpassed level of service, grow
enplanements, seamlessly connect passengers to the world's transportation infrastructure, and provide
the local community with a sustainable airline partner for both the local passengers and the visitors
traveling to the community. Southern further believes that it is the right partner to deliver the above
benefits while also maintaining compliance with all Department of Transportation requirements for
continued participation in the Essential Air Service program.

We respectfully submit this bid, which is consistent to the service the community currently receives
R. Stan Little Jr.

,é =
,xefcutlve Officer

Chairman & Chief
Southern Airways Express, LLC

Tl




STATUS

Proposed
Proposed
Proposed
Proposed
Proposed
Proposed

Total

SCHEDULE:

Upon the community’s selection of
the perferred option, Southern will
work with local officials to develop
an optimized flight schedule.

/
VENDOR VENDOR PROJECTED SPEND
Local Newspaper Newspaper $3,000
Regional Billboard Billboard $4,000
Local Radio Radio $5,000
Enhanced Digital Digital $3,000
Community Sponsorships  Chamber, CVB, Etc $6,000
Customer Appreciation Live Airport Event $4,000

Party

$25,000
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Manistee/Ludington Proposal

Weekly Round Trips
MBL-(MDW or ORD)
MBL-GRR

Total

Operating Revenues
MBL-(MDW or ORD)
MBL-GRR

Total Operating Revenues

Operating Expenses
Flying Operations

Fuel and Into Plane
Maintenance

Aircraft

indirect

Total Operating Expenses

Operating Loss
Profit Element (5%)

Compensation Required

Compensation per Pax
Compensation per Departure

Annual Seats
Annual Passengers
Load Factor
Departures
Average Fare
Completion Factor

Compensation Required Year 1

Compensation Reguired Year 2

OPTION A

18

8

$687,500
$0
$687.500

$1,588,857
$821.284
$686,730
$604,442
$382,945
$4,084,258

$3,396,758
$204.213

$3,600,971

$288
$1963

16,506
12,500
76%
1834
$55
98.00%

$3.600,971
$3.709,000

OPTION B

24

24

$742,500
$0
$742,500

$1.724,320
$1,096,239
$898,560
$604,442
$391.036
$4,714,597

$3,972,097
$235,730

$4,207,827

$312
$1.719

22,032
13,500
61%
2,448
$55
98.00%

$4,207,827
$4.334,062

OPTIONC

12
12
24

$371,250
$270,000
$641.250

$1,653,954
$863.270
$701,496
$604,442
$410,655
$4.233818

$3,592,568
$211,691

$3,804,258

$282
$1,554

22,032
13,500
61%
2448
$48
98.00%

$3,804,258
$3,918,386

Southern has included in its indirect operating expense a direct marketing spend of $25,000
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Question 1:

Southern Airways Express has an over-arching fare strategy in cur Essential Air Service markets
based on two core principles:

1.) Keeping fares as low as possible to maximize enplanements while allowing access by the
widest possible audience {including leisure travelers, students, and visiting family and relative travelers
(“VFR’s").

2.} Keeping close-in and same-day seats avaitable for business travelers and our loyal repeat
customers. In order to maintain this balance, we utilize a full-time revenue management department to
monitor sales trends and adjust fare capacity on a daily basis. There are few things we hate worse than
an empty seat at take-off!

We also strive for simplicity in our fare structure. In line with that, we typically offer three fare
levels, “Freedom,” “Friendly,” and “Frugal,” designed to meet the needs of our diverse customer base.
For MBL, our fare “buckets” would most likely be priced as follows (using one-way MBL-CHI as example:)

e Frugal Fare $39. Requires 21-day advance purchase and is the most restrictive
s Friendly Fare $55. Requires 7-day advance purchase and has some restrictions
e Freedom Fare $79. No advance purchase required and has fewest restrictions

Our default allocation would be to offer 2 seats in the “Frugal” bucket, 4 seats in the “Friendly”
bucket and the balance in the “Freedom” bucket. As the advance-purchase dates are passed, seats from
the lower buckets would move into the remaining higher buckets (so called “fare nesting.”)

Qur low fares are “everyday” fares, which our customers tend to like. We do conduct regular
fare sales, typically on the day immediately after major holidays (i.e. Labor Day,) as historical data
suggests these dates are where the peak demand resides. In the case of MBL, we might offer a 529 fare
during these sale periods. We promote these sales through our customer database, traditional paid
advertising, and via social and news media. We do not anticipate raising prices during peak travel season
but may adjust fare availability to ensure close-in and same day availability, as previously outlined.

Question 2:

The power of our interline partnerships is no doubt a key factor in the success of all of our EAS cities.
Southern has worked hard to establish a major interline partnership with American Airlines (AA). We
also have an interline agreement with Alaska Airlines (AS). We have seen the percentage of our
customers connecting to American increase consistently month-by-month since first established in
2018. Southern experienced nearly a doubling of cur interline AA interline bookings when our EAS cities
became visible and bookable on aa.com. MBL would most-likely benefit greatly from this major
distribution channel.
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Unfortunately, there is NO one single answer to your core question. Southern provides our
inventory to American at the same fares we charge on a local segment basis. How American combines
them with their fares to reach a combined fare, varies by market, day of week, advance purchase and
many other factors.

Most major airlines will not combine their lowest, “basic economy” level fares with interline
partners, as those fares are designed to allow the legacy carriers to compete directly with Ultra Low Cost
Carriers {ULCC) on specific, heavy leisure market routes. This is often the case even on American’s own
connecting flights from smaller markets and not unique to Southern Airways partnership with them.

Please bear in mind that the market conditions which existed prior to the onset of the COVID-19
situation have dramatically changed airline economics. This will no doubt lead to substantial changes in
airline pricing practices which reflect current unprecedented market changes. Southern is actively and
aggressively pursuing additional interline partnerships, including United Airlines and letBlue Airways.
Our hope is to secure one, or more, of these new interline agreements in 2020.

Question 3:

Southern operates in many markets with uneven seasonal demand, including several markets with
large universities {i.e. Morgantown, WV), or unique and highly seasonal tourism patterns (i.e. Nantucket
and Palm Beach). Because of our one aircraft mode fleet (28 Cessna 208’s), our national scale, and our
flexible non-union work force, we have some ability to nimbly shift our resources to match seat supply
with demand.

Prior to the launch of our service at MBL, we will work with airport management to review historical

demand “peaks and valleys” and determine which operational and schedule adjustments could be
implemented to maximize the usage of our service by both ocutbound and inbound flyers.
This might include, but not be limited to, increasing service around peak inbound travel weekends
(Memorial Day, Independence Day, Labor Day, Thanksgiving and other holidays) while pulling down our
service on other days of the week. We would work with DOT to see how much flexibility and schedule
adjustment would be permissible under EAS service guidelines, with a focus on providing the optimal
service 1o your community and maximizing passenger enplanements. Southern has footprints in both
South Florida and Hawaii where we can rotate aircraft during the winter—so three MBL-based aircraft in
summer “high” season is certainly possible.

Question 4:

Regarding the question about allocation of marketing dollars, our proposal presents a suggested
breakdown of spending aver traditional media (newspaper, broadcast and outdoor,}
digital {paid search and social,) and events (partnerships with local Chambers and CVBs, along with our
own popular and successful annual EAS hometown airport “Customer Appreciation Parties.” While this
breakdown is fairly representative of the manner in which we divide our budget resources, our
marketing and business development programs are ali unique to each market. Prior to the start of our
service, we will work with airport management to get a better sense of the historical marketing efforts
at MBL (successful and unsuccessful.) We will match that information with historical traffic data and
also attributes that are unique to our new service offering (i.e. interline partnerships, hub connecting
opportunities, and access to Low Cost Carriers’ (LCC} connections to popular destinations.) We will then
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present an annual marketing and business development program of work which Southern would
execute in concert with airport management.

One of the aspects of MBL, which is unique, is your historical status as a popular summer destination
for vacationers and second-home owners. Every dollar spent would be focused on maximizing that
potential, as well as new interline connection capabilities for local flyers throughout the USA and around
the world. We also generate significant traffic through our innovative “Campus Connector,” and
“Community Connector” programs, which are outlined on our website at www.iFlySouthern.com .

Question 5:

Because different flyers prefer different feature and benefits, Southern has tailored our fee
policies & practices in a manner that allows our customer to select the level of flexibility &
pricing that meets their needs and preferences. Our level of customer service is a constant,
regardless of fare. As menticned in an earlier question, our fee structure value proposition is
baked into our three purchase category brands, “Freedom,” “Friendly,” and “Frugal.”

Since your questions and scenarios are specific in nature, we have responded on a line-by-
line and case-by-case basis:

For the following scenarios, please detail the fees/costs that would be incurred and how these
customer service opportunities would be handled:

a) | missed my flight because | arrived to the airport 15 minutes after departure (traffic, flat tire,
snow, etc). How much will it cost me to get on the next available flight (for both refundable and
non-refundable tickets)?
in this scenario, the passenger would be moved for free to a seat on the next available flight.

b) | missed my flight to Manistee in Chicago because my connecting flight was
delayed/cancelled? How much will it cost me to get on the next available flight to Manistee (for
both refundable and non-refundable tickets)?

Considering the following sub cases:

b1 - There is a later flight available the same day. Interline passengers will be offered a seat
on the next available flight for free. Non-interline passengers are granted the same courtesy, but
prioritized behind the interline customers.
b2 - The next available flight is the next day {any consideration for meals/lodging) In this
scenario, it would be up to the delayed air carrier.
b3 - The original connection was ticketed as an ‘interline’ ticket Interline passengers will be
given a seat on the next available flight at no charge.
b4 - The original connection was ticketed as a separate ticket Non-interline passengers are
moved for free to the next available flight as a courtesy.

b5 —Is there any difference if the reason for the delay/cancellation of the connecting flight was
controllable or uncontrollable? and how do you determine that as the flight was on a different
carrier? There is no difference.

c) I missed my outbound connecting flight in Chicago because inbound flight from Manistee was
delayed/cancelled? How much will it cost me to get on the next available flight to my final
destination?

Considering the following sub cases:

¢l —There is a later flight available the same day.
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segment, we would move the passenger to the next available flight. In the event of a delay or
cancel that affected an interline passenger, we would move the passenger to

the next available flight for free. We (like all airlines) cannot guarantee connections to non-
interline carriers, but our call center assists our passengers, even if they are non-interline.

¢2 — The next available flight is the next day {any consideration for meals/lodging) For interline
connections, passengers that misconnect due to controllable factors are provided with overnight
accommodations at the closest hotel available that offers airport shuttle service. Depending on
length of time until the next available flight, Southern will provide reimbursement of up to three
meals at the rate of $10 for breakfast, $15 for lunch, and $20 for dinner. Receipts must be
submitted. Breakfast reimbursements will not be provided if hotel offers free breakfast.

¢3 — The original connection was ticketed as an ‘interline’ ticket See above

¢4 — The original connection was ticketed as a separate ticket Hotel and meal reimbursements are
granted, as discussed above, if the delay or cancellation was Southern's fault.

¢5 —Is there any difference if the reason was a controllable vs uncontrollable
delay/cancellation? Yes, we only provide meals and accommodations for controllable delays and
cancels.

d} My flight to/from Manistee is cancelled or significantly delayed for a carrier controllable reason
{mechanical, etc), what are my options?

d1 - Can 1 get a full refund because my trip is ruined (i.e. the next available flight does not work for my
needs)? If they are delayed more than one hour and their trip is ruined, they receive a full refund

d2 - Can | be rerouted on a partner flight (i.e. AA / UA) into/out of a neighboring airport (TVC, GRR,

MK®G)? Yes, if they are traveling on an interline ticket.

d3 — Will | be compensated for my inconvenience in any way (food and/or lodging if an overnight stay is
required) Yes, food and lodging as described above.



