aska.

AIRLINES

October 19, 2020

Mr. Michael Gormas

Office of Aviation Analysis

U.S. Department of Transportation
1200 New Jersey Ave, S.E.
Washington, D.C. 20590

Re: Proposal to Provide Essential Air Service at Cordova, Gustavus, Petersburg, Wrangell and Yakutat.

Dear Mr. Gormas:

Please see the enclosed essential air service proposal from Alaska Airlines, Inc. for the communities of
Cordova, Gustavus, Petersburg, Wrangell and Yakutat.

Also attached is the certification for a drug-free workplace, certification of nondiscrimination and the
certification pertaining to influencing activities.

Please contact me if you need additional information.

Sincerely,

Kate Geldaker
Director, Government Relations

Enclosures

300 New Jersey Ave. NW, Suite #900, Washington, DC 20001
P 202.627.6842
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AS-1

Alaska Airlines, Inc.
Compensation Requirement
Order 2020-9-11
Essentiaf Air Service to Cordova, Gustavus, Petersburg, Wrangell and Yakutat
DOT-0ST-1998-4899

Narrative Statemant

Alaska Airlines, Inc. (“Alaska Airlines”) is pleased to submit this proposal to serve the Southeast
Alaska EAS points of Cordova, Gustavus, Petersburg, Wrangell and Yakutat in response to Order 2020-9-
11. Alaska Airlines requests an EAS averaged compensation level of $9.3 million per year for a two-year
contract period, which includes an $8.7 million bid for passenger service and a $0.6 million bid for
freighter service. This combined bid will enable Alaska Airlines to continue offering the levels of service
these communities need, with appropriate seasonal adjustments.

The COVID-18 pandemic has caused unprecedented disruption to the airline industry. Demand is
severely depressed, and it is unclear when airlines will experience a return to pre-pandemic demand
levels, with some estimates forecasting full recovery as late as 2024. Alaska Airiines’ proposal reflects
these current economic realities, including an associated forecasted reduction in revenue combined
with anticipated increases in costs. However, despite the dire industry outlook, Alaska Airlines’ bid
reflects only a modest 3% increase compared to the current contract subsidy amount to serve these
markets.

Alaska Airlines is proposing to continue operating all-passenger jet aircraft service to these
communities, with First Class, Premium and main cabin seating options for our guests. Each passenger
flight to/from these Southeast Alaska communities will offer passengers as well as shippers single-plane
jet service to Juneau or Ketchikan and on to Alaska Airlines’ Anchorage and Seattle hubs. For service
to/from Gustavus, Alaska Airlines proposes seasonal (summer-only) service to/from Juneau with the
aircraft continuing on to either Anchorage or Seattle.! The proposed schedule and routing for passenger
service to these communities is similar to the schedule under the current order and is included in the
enclosed documents. Given the COVID-19 crisis, Alaska Airlines requests that the Department afford it
flexibility to adjust the schedule as necessary in the future. -

Alaska Airlines’ request for $8.7 million in average annual compensation for passenger services
is approximately 3% higher than its 2018 bid. Alaska Airlines forecasts that in 2021 (Year 1), passenger
revenue will be down by at least 24% due to reduced travel demand attributed to the COVID-19 crisis.
While revenue forecasting remains unpredictable and Alaska Airlines does not know when demand will
return to pre-pandemic levels, for the purposes of this bid, Alaska Airlines is forecasting a return to 2019
passenger revenue for 2022 (Year 2). Finally, Alaska Airlines also includes calculations highlighting
relevant increased labor and maintenance costs and provides updated financial information on the 737
Next Generation fleet.

VIn Year 1, Alaska Airlines intends to start service at Gustavus on a date to be determined between May 20, 2021 and June 3,
2021 and end summer service between August 16, 2021 and August 30, 2021. In Year 2, Alaska Airlines intends to start service
at Gustavus on 2 date to be determined between May 26, 2022 and June 9, 2022 and end surnmer service between August 15,
2022 and September 9, 2022,



Alaska Airlines also requests $0.6 million to support separate B-737-700 freighter service
throughout Southeast Alaska, which will allow Alaska Airlines to serve the air cargo needs of these
communities, Due to the COVID-19 crisis, Alaska Airlines projects a 9% reduction in cargo demand tied
to the seafood industry and a slower recovery in Year 2. While Alaska Airlines was able to reduce costs in
many areas associated with freighter operation compared to costs reflected in Alaska Airlines’ 2018
proposal, Alaska Airlines has seen an increase in overhead costs such as maintenance costs associated
with these aircraft. From a scheduling perspective, Alaska Airlines is planning to operate 52 annual
freighter flights for Cordova, Yakutat, Petersburg and Wrangell. While Alaska Airlines will commit to
year-round freighter service and endeavor to provide consistent freighter service on a weekly basis for
these communities, Alaska Airlines requests flexibility where necessary to adjust its schedule to meet
the communities’ needs. Without EAS subsidy support, year-round freighter service would not be
sustainable due to seasonality of demand. Alaska Aitlines’ request will ensure the continued provision of
year-round service that is critical to meeting the cargo needs of these communities.

For both passenger and freighter service fuel costs, Alaska Airlines predicts a decrease in fuel
prices compared to 2018 by assuming a price of $1.45/gallon in Year 1 and $1.70/gallon in Year 2. This is
forecasted based on Alaska Airlines’ observed pricing and includes a 14% premium for the cost of fuel
encountered within the state of Alaska.

Importantly, all of the jet aircraft Alaska Airlines would use to provide service to these
communities are equipped with Required Navigation Performance (RNP) technology. All of the
company’s flight crews are trained in its use, enabling Alaska Airlines to reliably serve these
communities, even in inclement weather. Alaska Airlines is the only airtine serving Southeast Alaska with
this capability, which includes special instrument approach procedures developed by and specifically for
Alaska Airlines fiight crews and aircraft. Alaska Airlines’ high completion factor for flights to/from these
communities speaks to this reliable service.

As has been noted for years in Alaska Airlines’ prior proposals, Alaska Airlines takes seriously its
unique obligation to continue fulfilfing its longstanding role as the critical transportation link for these
communities (without access to road systems) to hubs within and beyond the state of Alaska. Alaska
Airlines is committed to providing these communities not only a vital transportation link, but excellent
service as well, Alaska Airlines’ passenger jet service, combined with its freighter operation, wili best
serve the needs of Southeast Alaska residents and visitors, particularly in these unprecedented times.
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UNITED STATES OF AMERICA
DEPARTMENT OF TRANSPORTATION
OFFICE OF THE SECRETARY
OFFICE OF AVIATION ANALYSIS

CERTIFICATION REGARDING DRUG-FREE WORKPLACE REQUIREMENTS
INTHE PERFORMANCE OF SUBSIDIZED ESSENTIAL AIR SERVICE

A. "The subsidized essential air service conrier centifies that it will. or will continue. o provide a drug-
(ree workplace by

ta} Publishing @ statement notits ing employees that the unlass ful mantdachre, distribution,
dispensing, possession or use of o controlled substance is prohibited in the carrier's w

ortkplace, and
specifving e actions that will be taken against einpluvees for vil

aion of such prohibition;

thy Ustablishing an ongoing drug-fiee awiargness programt e inform eimplovees about--
{1 The dangers of drug abuse in the workplace;
(2) The gramtee's policy of matntaining o drug-{ree w orhplaee:
(3) Any available drag counseling, rehabilitation, and enploy ee agsistance programs, and

{4) The penalties that may be imposed upan employees tor drug abuse violations
occurring in the workplace:

fc) Making it g cequirement that cach emplayer to be engaged in the performance of work
supponied by the subsidy be given a copy of the statement required by paragraph (a):

(W Natitying the employee in the statemen required by paragraph (ay that, us a conchition of
etiployment supported by the subsidy. the employvee will--
{1} Abide by the terms of the statement; and
(2) Natily the employer in writing of his or her conviction for a vialition ol a criminal

drug siatute oceurring in the workplace ne liter than five calendar days after such
conviction;

{¢) Natifying the agency in writing, within ten calendar day s alier receiving notice under
paragraph (D2) tram an employee or otherwse receiving actual notice of conviction
I mployers of convicted employees must provide notice, including position title, o the

Oflice of Aviation Analysis. Notice shall ictude the order nmber of cach allected
subsidized service;

(1) Taking one of the Tollowing actions. within 10 days of receiving notice under paragraph
(E2) with respeet o any emplovee who is so cont icted--
ti) Taking appropriate personne! action against such an employee. up Lo and meluding

termination, consistent with e requirements of the Rehabilitation Act of 1973,
amended, or

(2} Requirtng such employec to panicipaie satislactorily in a drug abuse assistanee or
rehabiliation progrum approved lor such purpuses by i Federal, Stiie or local
heahih. Jaw enforcement. or other appropriate AL



INSTRUCTIONS FOR CERTIFICATION

L. By stening and/or submining (s application ar grant agreenienl, the subsilized essential air service
carrier is providing (he certification

2. The certitteation is a materia | representation of fact upon which reliance is placed when the agency
awards the subsidy. [Titis later deteemined that the subsidized earrier hnewingly rendered a false
certification, or otherwise violated the requirements of the Drug-Free Workpluce Act, the agency, in
addition 10 any other remedies available to the Federal Government, may take action authorized under
the Drug-Free Workplace Act.

3. Workplaces under grans, for grantees other than individuals, need not be identified on the
cartilication. 11 knowa, they may be identilied in the subsidy application, 11 the subsidized carrier does
nat identily the workplaces at the time of application. or upon award it there is no application, 1he
carrier must keep the identity of the workplaces on file in its oflice and make the infommation available
for Federd inspection. Failure to identify all known workplaces constitutes i violation of e
subsidized currier's drug-free workplace requirements.

4. Workplace idemifications must include the actual adidress of buildings {or parts of buildings) or
other sites where work under the gram tahes place. Categonical deseriptions miy be wsed (e.p, il
counters at the airparts served by the varrier).

S0 M0 the warkplace ideatified 1o the ageney changes during the performance of the subsidized service,
the subsidized carvier shall inform the auency of Ihe change, it it previously identined the workplaey in
guustion,

6. Delinitions ol wrms in the Nonproctrement Suspension and Debarment comnion rule (49 CFR Part
29) and Drue-Free Workplace commaon rule (19 CFR Part 29, Subpart F) apply w this certification,
Carriers” attention is catled. in particular, to the lollowing definitions Fron these 1ules:

Cantrolled substance means a controlled substance in Schedules | through V ol the Controlied
Substances Act(2H USC 812y and as fuher defined by regulation (21 CFR 1308, 11 through 1308.15):

Contviction means a linding of gaill (including » plea of node contendere or imposition of sentence. or
both, by any judicial body charged with the responsibility 1o determine violations of the Federal or
State eriminal drug sknutes;

Criminal drug stature ncans o Federal or non-Federal eriminal siuie involving the manuliciure,
distribution, J-pensing use. or possession olany conolfed sulwtance:

Employee means the cinploy ee of o subsidized carrier directly etgaged in the performance ol w urk
supported by the subsich, including: (iy A fire s harge emplosees: (i) AW imdirecr vherrge
employees anless theiv impact o involvement is inugoilicant 1 the perlormyuice of subsidized service,
and (1) Temporary personnel and consultants who are diveetly engaped in the performance of work
suppartes by the subsidy and who are on (he subsidized carrier's payroll. This delinition dows not
include workers not on the payrofl of the subsidized carrier (e.g.. volumeers, even it used 10 meet o
matching regairement: consultants or irklependent contractors not on the subsidized carrier's payroll; or
vimplovees of subrecipients or subcontriiciors in covered w orkplaces),



{g) Making a good faith efTort (o continue to maintain a drug-fice workplace through
impkmentation of’ paragraphs (a), (b). (¢), (d). (c) and (1)

B 1he subsidized essential air service carrier niay, butis not required to, insert in the space provided
below the site Tor the performance of work done in connection with the specific grant.

Places of Performance (street address, city. county, state, 7ip code).  For the provision of essential air
service, workplaces include outstations, nintenance sites. headquariers office locations, tining sites
and any ather worksites where work is performed that is supported by the subsidy.

Chech | | il'there are warkplaces on file that are not identified here.

Jetvber fp, L0220

el Alaska PQYlim, Inc.. - Dawe




UNITED STATES OF AMERICA
DEPARTMENT OF TRANSPORTATION
OFFICE OF THE SECRETARY
OFFICE OF AVIATION ANALYSIS

TITLF VI ASSURANCT
(hmplementing Title VI of the Civil Rights Act of 1964, as amended)

ASSURANCE CONCFRNING NONDISCRIMINATION ON THE
BASIS OF DISABILITY IN FEDERALLY-ASSISTED PROGRAMS
AND ACTIVITIFS RECEIVING OR BENEFITING FROM
FEDERAL FINANCIAL ASSISTANCE

{Implementing the Rehahilitation Act of 1973, as amended, and the
Alr Carrier Access Act of 1986)

49 CFR Parts 21 and 27 and 14 CFR Pariy 271, and 382

Alaska kw({nq;) Inc.. (the Recipient) HEREBY AGREES T11AT.

{Name ol Recipient)

! As a condition  receiving any Federal financial assistance from the
Department of Transportation, it will comply. with Title VI of the Civil Rights Act ol 1964,
as amended, 42 U.S.C2000d--42 1 S.C. 2000d-4: a1l requitements imposed by or pursuant
oz Title 49, Code of Federal Regulations, Part 21, Nondiscrimination i Vederatly - Assisted
Programs of the Departinent of Fransportations-F Neetuation of Fitle VI of the Civil Riglus
Actal 1964, and ather pertnent Joeetiy es so that no persosn i the U mited States shall, on the
crotnts of 1ace. color, or natonal vrigm be excluded from participauon . e dened the
benelits of, or be otherwise subjected o diserimination under any program o achivity for
which the Recipient receives | ederal financial assistance from the Depariment of
Transportation. This assurance is required by Title 49, Code ol Federal Regulations. section
21 7@ and Tide 14, Code o) Tederal Regulations, section 271 9(c),

I. As a condition o recerving any Federal financial assistance from the
Department of Transportation, it will comply with: section 304 ol the Rehahilitation Act of
1973, as amended (29 1.S.C. 7943 the Air Carvier Access Act of 1986 (49 1.8 C 137d1¢))
nd all requirements imposed by o pusuant 1o Title 49, Code of Federal Regulations, 1
7. Nondiserim nation on the Basis ol Handicap in Proce s and Activ mies Receiving or
Benetiumg from Federal Linncial Assistance, Title 14, Code o |ederal Regulaions, Part
82 Nondisernminaton on the Basis of' | Lanchicap in Air Fravel; and other pertinent directives



so that no otherwise gualified person with a disability. be excluded from participation in, be
dlenied the benefits of, be discriminaied against by reason of such handicap in the provision
ol air transportation. or otherw fse be subjected to discriminmion under any program for
which the Recipient receives Federal limneial assistanee from the Department of
Transportation. This assurance is required by Title 49, Code of Federal Regulations, section
27.9 and Title 14, Code of Federl Regulations, sections 271.9(c) and 383.9.

I, It wili promptfy 1ake tny meaures necessary o effectuate this agreement. The
Recipient further agrees that it shafl take reasonable actions to guarantee that il, its
contractors and subcontractors subject (o the Depaniment of Transportation regulations cited
above. transferees, and successors in interest will comply with all requirements imposed or
pursuant 1o the statutes and Department of Transporiation regulations cited above, other
pentinent directives. and the above assurances.

IV, These assurances obligate the Recipient for the period during which Federal
financial assistance is extended, The Recipient agrees that the United States has 3 right to
seek judicial enforcement with regard 1o any matter arising under the statutes and Depirtment
of Transportation regulations cited above, ofher pertinent directives, and the above
assurances.

V. These assurances are given for the purpose of obtaining Federal subsidy
under the Essential Air Service Program and sire binding on the Recipient. contractors,
subconiractors, wansierees, suecessors in interest, and all other participams reeeiving Federal
subsidy in the Essential Air Service Program. ‘The person or persons whose signatures
appear below are authorized to sign this agreement on behalf of the Recipient.

VI, In addition to these assurances, (he Recipicnt agrees 1o file: a sunnnary of all
complaims filed against it within the past year that allege violation(s) by the Recipiont off
Fitke VI of the Civil Rights Act of 1964, s amended, section 504 of the Rehabilitation Act of
1973, as amended, or the Air Carrier Access Act of 1986; or o statement that there have been
no compluints filed against it. The summary should include the date the comphaint was filed,
the nawre of the complaint. the status or owcome of the complaint (L.e.. whether it is stll
pending or how it was resolved),

Oetobar 1, 0090 Jutety Ropok

Date

Legal Name of Recipient

By

ignature ol Authorized Official



UNITED STATES OF AMERICA
DEPARTMENT OF TRANSPORTATION
OFFICE OF THE SECRETARY
OFFICE OF AVIATION ANALYSIS

CERTIFICATION REGARDING INFLUENCING ACTIVITIES

Certification for Contracts, Grants, Loans,
and Cooperative Agreements

The undersigned certifies, to the best of his or her knowledge and belief, that:

(1) No Federal appropriated funds have been paid or will be paid, by or on behalf of the
undersigned. to any person for influencing or attempting to influence an officer or employee
of any agency, a Member of Congress. an officer or employee of Congress. or an employee
of a Member of Congress in connection with the awarding of any Federal contract, the
making of any Federal grant, the making of any Federal loan, the entering into of any
cooperative agreement, and the extension, continuation, renewal, amendment. or
modification of any Federal contract, grant. loan, or cooperative agreement.

(2) Ifany funds other than Federal appropriated funds have been paid or will be paid to any
person for influencing or attempting to influence an officer or employee of any agency. a
Member of Congress. an officer or employee of Congress. or an employee of a Member of
Congress in connection with this Federal contract, grant, loan, or cooperative agreement, the
undersigned shall complete and submit Standard Form-LLL, "Disclosure Form to Report
Influencing Activities." in accordance with its instructions.

(3) The undersigned shall require that the language of this certification be included in the
award documents for all subawards at all tiers (including subcontracts, subgrants, and
contracts under grants, loans and cooperative agreements) and that all subrecipients shall
certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when
this transaction was made or entered into. Submission of this certification is a prerequisite
for making or entering into this transaction imposed by section 1352, title 31, U.S. Code.
Any person who fails to file the required certification shall be subject to a civil penalty of not
less than $10,000 and not more than $100,000 for each such failure.

l19{2020
Sigl.{ature — Date
Direckor Governmernt Allaivs Alaska. Airclins, Inc.
Title Air Carrier

(ordova, AK; GMM.@AE,M&M}_% kvizd, AK
Essential Air Service Point(s) To Which Certification pplies



