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PROPOSAL OF PENINSULA AIRWAYS, INC.
TO PROVIDE ESSENTIAL AIR SERVICE AT

ST. PAUL ISLAND, ST. GEORGE, AND MCGRATH, ALASKA

Pursuant to DOT Order 2017-8-21 (“Order”), Peninsula Airways, Inc. (“PenAir”)

hereby submits its proposal to provide subsidized, year-round essential air service

(“EAS”) at St. Paul Island (SNP), St. George (STG), and McGrath (MCG), Alaska, for a

two-year period.1 In addition to readily satisfying the requisite criteria set forth in the

relevant Statute and the Order, PenAir’s EAS proposal would offer superior benefits for

passengers and businesses in the local communities at a reasonable subsidy level.

I. BACKGROUND.

PenAir is an established airline with over 60 years of experience, providing safe

and reliable scheduled service, including EAS, to smaller communities and operating in

the harsh Alaskan climate. In 2016, PenAir flew more than 286,000 passengers and

1
The Department extended the due date for these EAS proposals until October 10, 2017.
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more than 116.5 million revenue passenger miles. For many years, PenAir flew

subsidized EAS for several communities in Alaska, where it is based.2 PenAir now

operates subsidized EAS to several small communities in Maine, New York, and

California. In terms of Alaska, PenAir currently serves Cold Bay, Dillingham, Dutch

Harbor, King Salmon, and Sand Point, as well as St. Paul Island, St. George, and

McGrath – all on a non-subsidized basis.

Indeed, PenAir is the current EAS provider at St. Paul Island, St. George, and

McGrath. It has served St. Paul Island since 2001, St. George since 1969, and

McGrath since 1994; and it wants to keep providing service to each of them. PenAir

submitted the technical termination notices simply in order to allow it to continue to

provide EAS to these three communities on a subsidized basis.

II. PENAIR’S EAS PROPOSALS FOR ST. PAUL ISLAND, ST. GEORGE, AND
MCGRATH.

PenAir proposes subsidized essential air service to St. Paul Island, St. George,

and McGrath, Alaska, for a two-year period. The St. Paul Island/St. George and

McGrath proposals are stand-alone options. That is, although PenAir believes that the

Department should select its superior EAS proposals for McGrath and St. Paul

Island/St. George, PenAir is willing to accept an award of the St. Paul Island/St. George

EAS without the McGrath EAS or vice versa. In addition, PenAir would accept an award

2
See, e.g., DOT Order 2009-5-4 (Akutan); DOT Orders 2004-6-20 and 2006-5-21 (Atka and Nikolski).
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of St. Paul Island EAS without St. George EAS, but not St. George EAS without St. Paul

Island EAS.

1. ST. PAUL ISLAND/ST. GEORGE.

Option 1A. PenAir proposes five weekly roundtrips between Anchorage (ANC)

and St. Paul Island during the “High” summer season of June, July, and August, with

three of these roundtrips including a traffic stop for St. George. During the “Low”

season (i.e., September–May), PenAir proposes to operate four weekly roundtrips

between ANC and St. Paul Island, with three of these roundtrips including a traffic stop

at St. George.3

PenAir would operate this service year-round using pressurized, multi-engine

Saab 340 aircraft with 30 passenger seats (in a comfortable 2-by-1 seating

configuration with more legroom), a two-pilot cockpit crew, a flight attendant, in-flight

beverage/snack service, and an on-board lavatory. This service schedule would

represent a 66% increase in the number of weekly seats each way between ANC and

SNP during the High season and a 33% increase in such seats during the Low season.

As detailed in Exhibit PENAIR-1A, PenAir’s Option 1A for St. Paul Island/St. George

would require an annual subsidy of $2,321,577 for the first year and $2,466,284 for the

second year.

Option 1B. PenAir proposes five weekly roundtrips between Anchorage and St.

Paul Island during the “High” summer season of June, July, and August, and four

3
The ANC–SNP roundtrips with a traffic stop in STG will operate on the following routing:

ANC-SNP-STG-ANC.
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weekly roundtrips during the “Low” season (i.e., September–May), using PenAir’s Saab

340 aircraft with all of its on-board amenities as described above. Option 1B does not

include service to STG. As detailed in Exhibit PENAIR-1B, PenAir’s Option 1B for St.

Paul Island would require an annual subsidy of $2,675,822 for the first year and

$2,817,645 for the second year.

PenAir acknowledges that St. Paul Island has indicated its preference for a larger

aircraft to serve its community, but also understands that such service is not possible

unless and until the local community and/or State of Alaska can obtain Part 139

certification for the airport there. If the community and State are able to obtain such

certification, PenAir would propose operating its Saab 2000 aircraft to St. Paul Island

from Anchorage for some of the weekly frequencies. The Saab 2000 aircraft is newer,

larger, and faster than the Saab 340. Indeed, it is the fastest turboprop in its category,

and would likely reduce travel time between Anchorage and St. Paul Island by about an

hour each way.

2. McGrath.

PenAir proposes three weekly nonstop roundtrips between Anchorage and

McGrath (MCG), the same level of service as it currently provides. PenAir would

continue operating this service year-round using pressurized, multi-engine Saab 340

aircraft with 30 passenger seats (in a comfortable 2-by-1 seating configuration with

more legroom), a two-pilot cockpit crew, a flight attendant, in-flight beverage/snack

service, and an on-board lavatory. This service schedule will provide 90 weekly seats

each way between Anchorage and MCG. As detailed in Exhibit PENAIR-2, PenAir’s
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ANC-MCG service would require an annual subsidy of $245,320 for the first year and

$276,282 for the second year.

III. PENAIR’S PROPOSALS OFFER SUPERIOR SERVICE BENEFITS.

PenAir’s proposals for subsidized EAS to St. Paul Island, St. George, and

McGrath offer superior service benefits for the local communities and businesses,

travelers, and shippers at reasonable subsidy levels.

First, PenAir’s respective SNP/STG and MCG proposals are for service to

Anchorage. This is important because Anchorage is a major destination, in and of itself,

for St. Paul Island, St. George, and McGrath travelers, and it is also a gateway for

connections to other destinations in Alaska and beyond. PenAir is well-positioned to

deliver both the local service and network connectivity. PenAir is based in Anchorage,

and it has a longstanding codeshare and frequent flyer relationship with Alaska Airlines,

which operates approximately 43 daily departures at Anchorage. With this relationship,

passengers can book codeshare flights through PenAir’s website, Alaska Airlines’

website, and certain on-line travel booking sites, and can accrue/redeem miles as part

of Alaska Airlines’ popular frequent flyer program.

Second, PenAir has Electronic Interline Ticket Agreements with Alaska Airlines,

Delta Air Lines (“Delta”), United Air Lines (“United”), and American Airlines (“American”),

each of which flies to Anchorage. These interline arrangements also facilitate single-

ticket, single check-in, and through-baggage for passengers traveling beyond/behind

Anchorage on these other mainline carriers.
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Third, with its experience serving Alaska for more than half a century, including

the Pribolof Islands and McGrath, its years of EAS operations, and its enhanced

understanding of the Anchorage market, PenAir is well-situated to provide this vitally

important EAS to these three communities.

Fourth, PenAir’s Options 1A and 1B offer a relatively unprecedented five weekly

roundtrips during the High season and four weekly flights during the Low season for St.

Paul Island. This means that travelers and cargo have a flight option to and from St.

Paul Island nearly every day during the High season and not less than every other day

during the Low season. It represents more frequencies than SNP currently receives

and more than the minimum the Department set out in its EAS Order. PenAir believes

that this service pattern is a significant upgrade from its current service level and will

enhance the community’s ongoing efforts to develop its tourism industry and the

timeliness of cargo delivery.

Fifth, PenAir is currently serving each of these communities, and, as a result, it

has equipment, fuel, and ground handling arrangements in place. Its proposals

therefore do not include any of the typical new-entrant “start-up” costs.

IV. PENAIR’S EAS PROPOSALS ARE ALSO STRONG IN TERMS OF THE
STATUTORY CRITERIA.

In selecting a carrier to provide subsidized essential air service in Alaska, the

Department considers six principal 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; (E) the experience of the applicant in
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providing scheduled air service in Alaska; and (F) whether the carrier has included a

plan in its proposal to market its service to the community, see 49 U.S.C. 41733(c)(1),

as well as the relative subsidy requirements. See DOT Order 2017-8-21, at 2 n.3.

PenAir excels in these categories, and its proposals provide the Department, the

community, and the travelling public with substantial benefits at a reasonable subsidy by

offering highly cost-efficient EAS appropriately sized in terms of aircraft and frequencies

to meet the needs of the community.

(A), (E) Service Reliability and Experience in Alaska. PenAir is among the

largest and most reliable commuter airlines in Alaska, and it has more than half-a-

century’s worth of experience in providing scheduled air service in Alaska’s harsh

weather environment, including to these three EAS communities. It is family-owned and

has several hundred employees, the majority of whom have many years of service with

the airline. It currently operates a fleet of multi-engine passenger Saab 340 and Saab

2000 aircraft, providing vital air service to eight Alaska communities from Anchorage, as

well as to four smaller communities in the continental United States.

PenAir is very familiar with the Department’s EAS Program and the vital

importance of providing safe, reliable, and convenient EAS to small communities.

Indeed, as the Department knows, PenAir was the very first recipient of an EAS subsidy

when the Program began decades ago.

Safety is PenAir’s highest priority. PenAir was the first Part 135 U.S. air carrier to

become a Part 121 air carrier. The FAA has awarded the Diamond Certificate of

Excellence to PenAir for 16 consecutive years. PenAir’s management, crews,



EAS Proposal of Peninsula Airways, Inc.
St. Paul Island, St. George, and McGrath, Alaska

Page 8

\\DC - 004721/000002 - 10649692 v2

mechanics, and dispatchers have relatively unparalleled experience with Saab aircraft

in safely and reliably operating from both small, remote airports without control towers,

including St. Paul Island, St. George, and McGrath, and major hubs (e.g., Ted Stevens

Anchorage International Airport; Boston Logan International Airport), over water (e.g.,

the Bering Sea; the Atlantic Ocean), and in all types of weather, including the harsh

winter weather often encountered in Alaska and the Northeast United States. This

experience will be of substantial value for the subsidized EAS proposed here.

As noted above, PenAir proposes operating its Saab 340 aircraft on these EAS

routes, an aircraft with which PenAir has more than 15 years of operational experience,

including many years of operational experience on the St. Paul Island, St. George, and

McGrath routes. The Saab 340 is a dependable, multi-engine aircraft with a two-pilot

cockpit crew, and a cruise speed of approximately 265 knots. Each of PenAir’s Saab

340s has been modified by reducing the seating configuration from 34 seats to 30 seats

allowing for increased legroom and enabling each Saab 340 currently in the fleet to

operate into a non-Part 139 airport. Each passenger on the Saab 340 has an aisle

and/or window seat (i.e., no “middle seats”), thereby enhancing the on-board passenger

experience, and enjoys significant passenger amenities for this category of aircraft:

lavatory facilities, a pressurized cabin, a flight attendant, and in-flight beverage/snack

service. In addition, the Saab 340s scheduled to operate in Alaska have also been

modified with larger cargo areas allowing for additional baggage and cargo space.

(B), (C) Contractual, Marketing, and Interline Arrangements with a Larger

Carrier at the Hub. As described above, Alaska Airlines – with its hub at ANC – is, and
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long has been, a codeshare partner with PenAir. With this relationship, PenAir will carry

the AS designator code on its ANC–SNP/STG and ANC–MCG flights. Passengers will

benefit from single check-in, single-ticket, through-baggage air travel, facilitating

connections for passengers traveling between St. Paul Island, St. George, and McGrath

and the numerous nonstop destinations served by Alaska Airlines from its Anchorage

hub. Such itineraries will also continue to be available on Alaska Airlines’ website and

certain major on-line travel booking sites. Seats for travel just between St. Paul Island,

St. George, and McGrath, on the one hand, and ANC, on the other hand, could also be

purchased via PenAir’s website, Alaska Airlines’ website or booking sites. Passengers

on these PenAir flights would also be able to earn frequent flyer miles in Alaska Airlines’

frequent flyer program, which frequent flyer miles can then be redeemed at certain

levels for free travel or upgrades on flights offered not only by Alaska Airlines but also

by Alaska’s many other foreign and domestic partners.

As noted above, PenAir also has Electronic Interline Ticket Agreements with

Alaska (and its regional carriers), Delta (and its regional carriers), United (and its

regional carriers), and American (and its regional carriers), each of which flies to

Anchorage. These arrangements facilitate single-ticket, single check-in, and through-

baggage for passengers traveling behind/beyond Anchorage, including to the Lower 48

States.

(D) Community Views. PenAir would not presume to speak for the

communities, and understands that the Department will solicit each community’s views

as part of its decision-making process.
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(F) Marketing Proposal for SNP/STG and MCG. If selected for this EAS,

PenAir will institute a number of local marketing efforts, in conjunction with the local

communities of St. Paul Island, St. George, and McGrath, as well as Anchorage, as part

of an initiative to enhance awareness and brand recognition about the SNP/STG–ANC

and MCG–ANC services. These local marketing efforts would include advertising in

local print and radio/TV media, social networking avenues, community involvement, and

donation engagement, as PenAir has done in these communities in the past. For

example, PenAir is a longstanding sponsor of the Iditarod race, which passes through

McGrath, including sponsoring the award for the first musher to arrive in McGrath.

Moreover, the marketing reach for these services would be expanded because these

flights would also be available for purchase through PenAir’s website, Alaska Airlines’

website, and certain on-line booking sites that consumers frequently use to assist in

their travel planning.
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V. CONCLUSION.

PenAir’s proposals to operate Saint Paul Island/St. George and McGrath

services fulfill the statutory prerequisites for EAS and offer superior benefits for

passengers, businesses, and agencies in these three communities. Accordingly,

PenAir urges the Department to select it to provide subsidized essential air service for

two years between Anchorage, on the one hand, and St. Paul Island, St. George, and

McGrath, Alaska, on the other hand, at the subsidy levels presented herein, beginning

on December 1, 2017.

Respectfully submitted,

Robert E. Cohn
Patrick R. Rizzi
HOGAN LOVELLS US LLP
Columbia Square
555 Thirteenth Street, NW
Washington, DC 20004
+1 202 637 4999/5659

Counsel for Peninsula Airways, Inc.
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CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing EAS Proposal of Peninsula Airways,

Inc., has been served this October 10, 2017, upon each of the following addressees:

Kevin.Schlemmer@dot.gov
michael.gormas@dot.gov
EAS@dot.gov

For MCG
City of McGrath
Mayor Craig Losby
mayor@cityofmcgrath.org

For SNP
Phillip A. Zavadil, City Manager
pazavadil@stpaulak.com
Simeon Swetzof, Mayor
swetzof@hotmail.com
Zacharia Olson
zolson@dc.bhb.com

For STG
Pat Pletnikoff, Mayor
pat714swet@yahoo.com

Aleutian Pribilof Islands Association
Dimitri Philemonof – President / CEO
dimitrip@apiai.org

For State of Alaska
Marc Luiken, C.M.
Commissioner, Alaska Department of Transportation & Public Facilities
dot.commissioner@alaska.gov
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