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Executive Summary

The Astoria Regional Airport and the Newport Municipal Airport are jointly providing this proposal for new
scheduled commercial airline service to both communities. We believe that our idea is innovative,
requires a one-time investment of federal funds and, properly executed, guarantees the Federal
Government and the communities served by the airports in Astoria and Newport a long-term, sustainable

solution to past air service deficiencies.

The innovativeness and simplicity of the plan revolves around the acquisition of an aircraft, jointly owned
and administered via an inter-governmental agreement by the City of Newport, Oregon and the Port of
Astoria, Oregon. The aircraft would be purchased using Federal Government grant money derived from
the Small Community Air Service Development Program under AIR 21. That aircraft would then be dry-
leased back to Big Sky Airlines of Billing, Montanafor a nominal annual lease payment. In exchange, the
Consortia of Communities would receive an average of 8 block hours each weekday (diminishing on the
weekend) that would be used to provide three daily roundtrip flights from each Astoria and Newport
to/from either Portland International Airport and/or Seattle/Tacoma International Airport. In exchange for
the nominal lease payment the airline would provide the requested service and is willing to pass the cost

savings realized back to consumers using the Astoria and Newport airports.

This program satisfies the needs of all parties involved. The Federal Government is guaranteed that its
money is going to be used directly to start airline service in two communities that have had service in the
past but are not currently served. The Federal Government is also guaranteed that this is a one-time
investment and that the involvement of the Government would be over within a few months. Additionally,
the Consortia has a hard asset that could be leased or sold, with the funds generated used to support
other air service development initiatives at Astoria and Newport. A final option would be the return of the
seed money to the Federal Government to be re-distributed to other communities requesting funding

under this or any subsequent programs.

Astoria and Newport are guaranteed by the airline a minimum number of weekday block hours, enough to
provide 3 weekday roundtrips from each community. They are also guaranteed the lowest possible
airfares that a commuter airline can provide. The cost savings for the airline will be passed directly to air
travelers in the local market. For example, if Big Sky’s costs are $119,000 per month to serve the routes,
the reduction in lease payments realized by the airline ($20,000) per month is passed directly back to the
consumer in the form of a 17.5% decrease in base fares. Should the program not work for all parties, for
whatever reason, the Consortia has an asset to be used by another airline to continue the program, has

an asset that can be leased to another carrier in exchange for payments that can be used to fund other
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air service initiatives, or can ultimately be sold to generate cash to be returned to the Federal
Government.

The benefit to the airline is that they no longer have to pay upwards of $20,000 per month to purchase an
aircraft to provide service to these smaller communities. Additionally, of course, should the aircraft be
purchased from the airline, the airline stands to see a cash investment that can be used for day-to-day
operating expenses or for growth into other markets. They also get the benefit of being able to offer lower
fares to airline passengers in Astoria and Newport, thus increasing demand and putting more people on
their aircratft.

This plan is simple, will be successful immediately and will be sustained over the long-term.
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Community Background Information

Clatsop County, Oregon

The provisional government created Clatsop County out of the northern and western portions of Tuality
District on June 22, 1844. Five days later all of Clatsop County north of the Columbia River was used to
create Vancouver County, in what is nhow Washington. The Provisional and Territorial Legislatures further
defined Clatsop County's boundaries in 1845 and 1853. The county currently occupies an area of 873
square miles and is bordered on the west by the Pacific Ocean, on the north by the Columbia River, on
the east by Columbia County, and on the south by Tillamook County. Clatsop County was named for the

Clatsop Indians, one of many Chinook tribes living in Oregon.
The principle industries of Clatsop County are fishing, lumber, and agriculture. The Port of Astoria,
created in 1914, is one of 23 Oregon port districts, which support the trade, and commerce of Oregon.

The population of Clatsop County was 34,500 in 1997, a 3.6% increase over 1990.

Astoria-Warrenton, Oreaon

The area of Astoria and Warrenton is a nationally significant historic region at the western end of the
Lewis & Clark Trail. Astoria is the oldest American settlement west of the Rockies; a place that takes
visitors back to simpler times, its architecture dominated by hundreds of Victorian homes clinging to steep
wooded hillsides and with a revitalized 1920s era downtown; all set against a backdrop of tremendous

natural beauty in the temperate rain forest at the mouth of the Columbia River.

Visitors have an opportunity
to escape into an appealing,
intriguing past. Unspoiled
and generally uncrowded,
Astoria and Warrenton
nonetheless have several
first-class interpretive
attractions including Fort
Clatsop, the Columbia River
Maritime  Museum, the
Flavel House, Fort Stevens
State Park, the Astoria
Riverfront Trolley and the

Astoria Column. The area

has an extraordinary sense of place and feeling of history.
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Astoria is a city of 10,000 people on the Columbia River, just a few miles from the Pacific Ocean. It is
surrounded by the beauty of the forest, mountains, three rivers and the sea. Just across Youngs Bay is
Warrenton (the location of The Astoria Regional Airport), a city of 4,500 that encompasses Fort Stevens
State Park and its broad, clean ocean beaches. Because of its steep hills and beautiful Victorian homes,

Astoria has been called the “Little San Francisco of the Pacific Northwest.”

Astoria and Warrenton have a marine climate, which means the summers are cool, with highs around 70,
and the winters are mild, with few nights of freezing temperatures. The area gets about 75 inches of rain
per year, which accounts for its vivid greenness and crystal clear air. Winter storms can be dramatic with

winds reaching 70 to 100 miles per hour on the ocean bluffs. The area has a strong Scandinavian

heritage.

In May 1792, American Captain Robert Gray sailed his
230-ton Columbia Rediviva between Point Adams, in
what is now Oregon, and Cape Disappointment, in
what is now Washington, to first enter the Columbia
River. Ten years later, President Thomas Jefferson
asked his personal secretary, Army Captain
Meriwether Lewis, to lead an expedition to the Pacific
to find “ ... whether the Columbia, Oregon, Colorado, or
any other river may offer the most direct and
practicable water communication across this continent

for the purposes of commerce”.

The Lewis and Clark Expedition left St. Louis August
31, 1803. The Corps of Discovery entered the Lower
Columbia River in November of 1805 and stayed
through March 1806. They “wintered over” at Fort

Clatsop, where it rained all but 12 days, hunting,

making moccasins and other clothing, trading with the
Clatsop, Tillamook, and Chinook Indians, and working on their journals. It was on a wet Christmas Eve
day in 1805 that Lewis & Clark and their Corps of Discovery moved into a stockade fort surrounded by
lush old-growth forest, wetlands and wildlife and rested from their arduous 2,000-mile westward journey.
Fort Clatsop, the winter encampment site of the Lewis and Clark Expedition, was named in honor of the
local Clatsop Indians. The 33-member party spent the winter of 1805-06 learning from the Clatsop
people, making moccasins and buckskin clothing, storing food and reworking their maps and journals in

preparation for their longjourney back to St. Louis.
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In 1811, five years after the departure of Lewis & Clark, John Jacob Astor, a New York financier, sent fur

traders aboard the ship Tonquin to establish a trading post. They built Fort Astoria on a site now

preserved as a monument in the downtown area.

Well over 200 major shipwrecks have occurred near the mouth of the Columbia River - known for a

century as “The Graveyard of the Pacific.” One, the Peter Iredale of 1906, is still visible on the beach at

Fort Stevens State Park. Native Americans lived in the area for an estimated 10,000 years before Captain

Gray'’s arrival.

Astoria Quick Facts:

Astoria is the oldest U.S settlement west of the Rocky Mountains.

Members of the Pacific Fur Company, owned by John Jacob Astor, arrived in March of 1811 and
established Fort Astoria.

In 1847, James Shively established the first post office west of the Rockies in Astoria.

The first U.S. Customs house was established in 1849.

In the late 1800’s, Astoria’s salmon canneries, forest and shipping industries turned the area into
the liveliest boomtown between Seattle and San Francisco.

Immigrants came from Finland, Scandinavia and China, expanding the area’s culture as well as
its economy.

Captain George Flavel was one of the first licensed Columbia River Bar Pilots and Astoria’s first
millionaire. He built the Flavel Mansion in 1885, now open to the public as the Flavel House
Museum.

Downtown businesses were first built on pilings over the Columbia River's edge. Nearly all of the
downtown area burned to the “ground” in 1922. Fill was added before downtown was rebuilt. Any
flat land you see in Astoria is most likely fill.

The Astoria Column was dedicated in 1926. It is a 125-foot high memorial depictingthe history of
the area in a mural.

Major employers are the U.S. Coast Guard, James River Corporation and Weyerhauser (formerly
Willamette Industries- wood products). Other industries include fishing, logging and tourism.
Movies made in the Astoria area include The Goonies, Benji the Hunted, Short Circuit, Come See
the Paradise, Kindergarten Cop, Teenage Mutant Ninja Turtles /!l and Free Willy.

The Astoria-Megler Bridge, which was formally dedicated August 27, 1966, is 4.1 miles long and
is considered the longest three-span truss bridge in the world.

Fort Stevens Military Reservation guarded the mouth of the Columbia River during the Civil War
and World Wars | and ll and has the distinction of being the only continental U.S.post shelled
during World War 1.
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Lincoln County, Oregon

Lincoln County has seven unique incorporated communities: Depoe Bay, Lincoln City, Newport, Siletz,
Toledo, Waldport, and Yachats. Depoe Bay is known as "the whale watching capital of the world;" Lincoln
City offers more than 2,000 hotel/motel/bed and breakfast rooms, and resorts as well as the Siletz Tribe's
Chinook Winds Casino; Newport, known as Oregon's oceanography research center, features numerous
interpretive centers and the Oregon Coast Aquarium, along with a large fishing fleet and working bay
front; Siletz is the home of the Administration Center and reservation of the Confederated Tribes of Siletz
Indians of Oregon; Toledo is known as Lincoln County's industrial center; Waldport features the Alsea

Bay Interpretive Center; and Yachats is known as the "Gem of the Oregon Coast."

The Legislative Assembly created Lincoln County on February 20, 1893, from the western portion of
Benton County and Polk County. The county is bordered by Tillamook County on the north, Polk and
Benton Counties on the east, Lane County on the south, and the Pacific Ocean on the west. It covers an

area of 992 square miles. The county was named in honor of President Abraham Lincoln.

When Lincoln County was formed, Toledo was picked as the temporary county seat. In 1896 it was
chosen as the permanent county seat. In 1897 there was agitation to build a county courthouse and with
the growing demand a courthouse was finally built in 1899. The city jail of Toledo was also made the
official county jail in that same year. In 1913 a new county jail was built. Three elections were held to
determine if the county seat should be moved from Toledo to Newport. Twice these votes failed in 1928
and 1938. In 1954, however, the vote went in Newport's favor. While Toledo has remained the industrial

hub of Lincoln County, the city has never regained the position it once had.

The northern part of Lincoln County includes the Siletz Indian Reservation, which was created by treaty in
1855. The reservation was opened to white settlement in 1895 and closed to white settlement by the
federal government in 1925. The federal government in 1954 terminated the Siletz's tribal status. In 1977
the Siletz became the first Oregon tribe to have their tribal status reinstated. The current reservation totals
3,666 acres.

The Coast Highway, completed in 1925, and the Salmon River Highway completed in 1930, improved
inland transportation within the county. In 1936 as part of federally funded construction projects, bridges
were constructed across the bays at Waldport, Newport, and Siletz thus eliminating the ferries that had

formerly traversed these bays. A 1910 election created the Ports of Toledo, Newport, and Alsea.

Principal industries of the county are lumber, fishing, agriculture and tourism. Newport is Oregon's
oceanography research center with Oregon State University's Marine Science Center, the Oregon Coast

Aquarium, and it's fleet of ocean-going vessels.
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The fisheries industry is at a crossroads in its development. Many major fisheries are already fully utilized
or over-capitalized. Important market issues are relegated to secondary roles as state, regional, and
national fisheries management agencies contend with allocation issues and environmental policies,
including threatened and endangered species. The diversity of the U.S. industry has confounded attempts
to develop consensus in addressing regulatory and market issues. The same is true in Oregon. Expected
increases in global seafood demand during the second half of the decade, combined with development of
new market strategies, may improve opportunities in national and international markets. Value-added
processing, together with expansion of new fisheries and aquaculture opportunities, can potentially lead
to moderate industry growth. However, actual growth will depend on the cooperation of industry leaders
to formulate and implement management regimens consistent with solving regulatory problems, and

improving value-added production.

In 1994, the value of commercially caught fish and shellfish landed for Newport and Depoe Bay was
$18,563,072.

Forest products jobs were once considered one of the top employment sectors in Lincoln County. But
between 1980 and 1995, 649 forest products jobs were lost, a result of a combination of factors: lack of
supply, automation in mills, and fluctuations in demand. Thus, in 1994, forest productsjobs accounted for

just ten percent of the total number of jobs in Lincoln County.

The future outlook for Lincoln County forest products jobs other than paper manufacturing is uncertain
due to shifting public policy on allowable harvest levels, environmental protections, and an uncertain
market. Through the Toledo 2000 project, the Georgia-Pacific Corporation's Paper Mill in Toledo is
investing millions in infrastructure and improvements that allow the mill to weather supply downturns in
either recycled materials or wood fiber. Toledo 2000 will continue to provide high-quality job opportunities

well into the next century at Georgia-Pacific Toledo.

The visitor industry in Lincoln County has experienced substantial growth in the last five years. Spending
by visitors traveling to and through Lincoln County grew from $151.4 million in 1987 to nearly $241.8
million in 1992. This represents an average increase of 9.8% annually. Similarly, travel-generated payroll
in Lincoln County has increased an average 9.6% per year during the same period. A study performed for
the Central Oregon Coast Association reported that over 1,200 new tourism jobs were created between
1987 and 1992 in Lincoln County, bringing the total to more than 4,300 tourism jobs here, employing
more than one-fourth of the total workforce at some time during the year. Lincoln County ranks first in the

state in percentage of tourism jobs as part of total employment.
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In 1992, tourism jobs accounted for 29% of the total employment in Lincoln County. Barring downturns in
the state and national economies, tourism in Lincoln County is expected to continue to be a major source

of employment opportunities

Top employers for Lincoln County are listed below.

Nimbr o 7T | Togt el | Avege e
Lincoln County School District l 904 [ $24,487,753. | $27,088.
Georgia Pacific 818 $24,502,656. $47,302.
Confederated Tribes of the Siletz 433 $10,478,000 $24,199.
Lincoln County 3% $11,532,144. $29,122
North Lincoln Hospital 267 $ 6,830,950. $25,584.
Qregon State gg'(‘:’:;fgg’ ('::ritgj'sd 265+ Unavailable Unavailable
Pacific Communities Hospital [ 261 | $7,163,693. | $27,447.
Central Lincoln PUD [ 151 $6,400,000. $42,384.
Depoe Bay Fish Co. 150 $2,113,204. $14,088.
Shilo Inns 142 Unavailable Unavailable
Fred Meyer 127 Unavailable Unavailable
Inn at Spanish Head 118 Unavailable Unavailable
Walmart 114 Unavailable Unavailable
City of Lincoln City [ 98 $2,979,485. $30,403.
City of Newport { 95 $2,803,406. $29,509.
The Embarcadero Resort [ 85 | Unavailable Unavailable
Safeway Stores | 85 { Unavailable Unavailable
Newport Shrimp {—7807 Unavailable | Unavailable
Oregon Coast Aquarium ] 75 | $1,900,000 $25,333.

Lincoln County Points of Interest Include: Agate Beach, Alsea Bay Interpretive Center, Beverly Beach
State Park, Boiler Bay, Cape Perpetua Visitors' Center, Cascade Head, Connie Hansen Garden
Conservancy, Devils Lake, Lincoln County Historical Museum, Newport Performing and Visual Arts
Centers, OSU Hatfield Marine Science Center and Interpretive Center, Oregon Coast Aquarium, Otter
Crest Viewpoint, Seal Rock Park, South Beach State Park, Yaquina Arts Center, Yaquina Bay State Park

and Lighthouse, Yaquina Head Outstanding Natural Area.

Lincoln City, Oregon

Lincoln City is located along seven miles of sandy beaches on the Central Oregon Coast. Nestled
between the 680-acre scenic Devils Lake and the Pacific Ocean, it is supported by thriving tourism-
related activities. Tourists may choose from a variety of activities including: beach combing, crabbing,
boating, hiking, fishing, hunting, shopping, kite flying, sand castle building, whale watching and recreation
at the popular Chinook Winds Casino and Convention Center.
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Start with an ocean. Add a casino. Accent the scene with great food, good times, friendly faces, endless
entertainment, a few thousand nearby rooms, 20,000 square feet of convention and meeting space,
games like Blackjack, Poker, Craps, Roulette, hundreds of your favorite Slots, including Oregon's highest
stakes with $10, $25 and $100 machines, Keno and Bingo, a professionally supervised Child Care Center
and Video Arcade, a unique gift shop, free valet and shuttle service to area lodging properties and you

get the casino that offers the most of everything.

Owned and operated by the Confederated Tribes of the Siletz Indians of Oregon, the spirit of the tribe is
captured in this newly built facility. With naturalwood decor, a pond with a flowing waterfall, along with a
breathtaking view of the Pacific Ocean, you'll be sure to feel at home. Relax and have some fun because
there is something for every member of the family to enjoy. With over 2,000 area rooms, Lincoln City

offers lodging to fit any budget. Plenty of shopping and miles of beach are all within your reach.

Newport, Oregon
Established in 1882, Newport today is a bustling coastal community of over 9,000. Its heart is along a

working waterfront on Yaquina Bay where fishing fleets and fresh seafood markets coexist with galleries,
gift shops, restaurants and family attractions. Across the bay are the acclaimed Oregon Coast Aquarium
and the Hatfield Marine Science Center. Historic Nye Beach, 2 lighthouses, museums and wide sandy

beaches provide activity for people of all ages.

Newport has been a playground for visitors since the late 1800's. Nestled between the Coast Mountains,
the Pacific Ocean and Yaquina Bay, the natural beauty of the area draws those seeking a unique and

exciting coastal experience.

Newport's beginnings shaped two distinct areas of town: the Historical Bayfront and Nye Beach. During
the early 1900s, Nye Beach was the number one visitor attraction on the coast. Hot sea baths, taffy
stores, and agate shops entertained visitors from the Willamette Valley. Nye Beach is still a very popular

haven for the arts, with the Newport Performing Arts and Visual Arts Center amidst unique galleries,

bookstores, eateries, shopping and lodging.
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Historically, the Bayfront was Newport's economic backbone, housing a port for the commercial fishing
and wood products industries. Today, the Bayfront is still home to one of Oregon's largest commercial
fishing fleets. The Bayfront is a working waterfront on which visitors can enjoy shops, art galleries,
chowder houses, restaurants, fish processing plants and family attractions in turn-of-the-century
storefronts from a bygone era. There are numerous lodging properties with terrific views, great
restaurants with the freshest seafood, and a variety of meeting facilities offering full service for business

meetings, planning seminars or conferences.

Activities abound in Newport. Estuary and forest trails, teeming with wildlife, lead you through clearings to
sweeping ocean and bay views. Newport's two historic lighthouses sit atop picturesque bluffs.
Beachcombers delight in hunting for coastal treasures such as driftwood, shells and fossils. Miles of
sandy beaches and a moderate climate allow for year-round beach activities. Visitors can see native
plants and animals in controlled environments at local aquariums and interpretive centers.

The Hatfield Marine Science
Center was established by
Oregon State University
with the cooperation of
local, state and federal
agencies. The Port of
Newport furnished property
and the Federal Economic
Development Administration
granted money for
construction. The main
building of the Center, a
ship support service
building, and a dock for
oceanographic research

vessels were completed in 1965. Additional construction provided modern teaching laboratories and
research faciliies and on-site housing. The National Marine Fisheries Service built the Newport
Aquaculture Laboratory and the Research Support Facility in 1979 and 1981. In 1990, the Environmental
Protection Agency completed a new laboratory. At the same time, federal funds were used to build a
research library, which is operated by OSU. The Oregon Department of Fish and Wildlife Regional Marine
office is also located on the campus. The United States Department of Fisheries and Wildlife completed
an office and laboratory building for its Coastal Refuge Program in 1995.
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The various marine habitats in close proximity to the Hatfield Marine Science Center are ideal sites for
ecological studies and provide a rich flora and fauna for laboratory investigations. The Yaquina Bay
estuary provides a gradient from marine to freshwater habitats with extensive intertidal sand and mud
flats as well as salt marsh areas. On the open coast, headlands and rocky intertidal areas punctuate
extensive sandy beaches. These areas support a biota typical of the Pacific Northwest intertidal.

Research vessels operated by the Center provide access to the open ocean habitats.

The Hatfield Marine Science Center has research facilities that support investigations in marine fisheries,
aquaculture, water quality, marine biology, botany, microbiology, zoology and oceanography. The Center
is well equipped with appropriate specialized instruments, constant temperature rooms, computer
equipment, etc. Wet laboratories are provided with running fresh and seawater. Meeting rooms and

lecture rooms are located in close proximity to the laboratories.

The Center is both a downlink and an uplink facility for the Oregon Ed-Net system. The facility is used to
send and receive classes and other programming from Oregon State University, other OSSHE institutions
and outside providers for students and members of the local communities. The Center has an internal

local area network and direct Internet connectivity.

In the early 1980s, Newport's economy took a dramatic downturn when both the timber and commercial
fishing industries fell upon hard times. It was clear then that the community needed a broader economic
base to insulate it from single-industry economic ups and downs. A blue-ribbon panel of community
leaders from the public and private sectors convened to brainstormways to stimulate the economy in the
Yaquina Bay area. The group was intent on encouraging growth that would allow the community to retain
its unique qualities: accessibility to our unique marine and coastal resources, appeal to a broad range of
national and international visitors of all ages, and a commitment to quality attractions that benefit the
citizens of Newport as well as to the six million tourists who visit our coast each year. A first-class
aquarium and interpretive center that would celebrate and showcase Oregon's coastal resources was an
excellent fit. The aquarium project continues to enjoy broad and enthusiastic community support. It
became separately incorporated in October 1984.

The Oregon Coast Aquarium's founders included representatives of Newport's commercial, municipal,
financial and private sectors. This broad-based group--now incorporated as the Yaquina Bay Economic
Foundation--was ideally suited to creating a facility serving both a growing tourist market and the year-
round resident population. But it realized it was not so suited to effectively bring such an ambitious project
before the attention of the entire state of Oregon. So the Aquarium's current board of directors is
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comprised of a solid core of community leaders, plus leaders known in the public and private sectors
throughout the state.

Over $11.5 million was raised from a broad partnership of public and private agencies, corporations,
foundations and individuals. An additional $14 million was financed through tax-free bond anticipation
notes issued by the state treasurer and the Oregon Health, Housing, Educational, Cultural Facilities
Authority, and underwritten by the United States National Bank of Oregon.

Operated by the BLM the 100-acre Yaquina Head Outstanding Natural Area is a federal recreation
site that offers excellent viewpoints for viewing harbor seals, whale watching, and the seabird nesting
area just off shore. With a new state-of-the-art interpretive center, lighthouse tours, and a wheelchair
accessible tide pool (the best to time to explore is an hour before low tide). This provides an excellent

opportunity to get an up close look at a wide variety of sea life.
Many of Newport's scenic roads and beaches are ideal for biking, hiking and jogging. Residents and
visitors alike enjoy sporting activities with public facilities including tennis, racquetball, handball, swimming

and golfing.

Newport Area Attractions

o Hatfield Marine Science Center

o Marine Discovery Tours

o Oregon Coast Aquarium

o Oregon Coast History Center

o Yaquina Head Lighthouse

o Yaquina Bay Lighthouse

o Historic Nye Beach

¢ Newport Visual Arts Center

o Newport Performing Arts Center

o Rogue Ales Microbrewery

o  Historic Newport Bayfront

o Mariner's Square: Ripley's Believe It or Not,
Waxworks

o Undersea Gardens

o Agate Beach Golf Course
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Toledo, Oregon
Toledo, situated on a bend of the Yaquina River and surrounded by wooded hills, is just seven miles

inland from the Central Oregon Coast, the only inland coastal community with a deep-water channel. The
historic town cascades over the hillsides to the river. Once a bustling mill town, Toledo is known today for
antiques, its community of artists living and working in Toledo, and shops specializing in fine yarns and

locally handcrafted gifts.

Toledo is one of the few cities in Oregon, which has a downtown on a city street, not on a throughway or
highway. Toledo’s Main Street retains its historical flavor, the waterfront and fishing vessels visible

moored at the end of Main.

When the wind starts to blow on the beach, Toledo is often warm and sunny. The climate is modified by
the nearby ocean, but protected from the fog and winds of the coast. Toledo enjoys summer

temperatures of 10to 15 degrees warmer than Newport.

Antique shops, art galleries, gift shops selling the work of local crafters, a glass blowing studio, a fine yarn

shop and restaurants make Toledo an interesting place to visit.

Several world-class artists make their homes here, taking inspiration from the small town atmosphere and

beautiful river, estuary, and rural vistas.
Toledo is home to 3600 people and there are a variety of shops and services. You'll find a wide range of

family-friendly activities throughout the year including the Summer Festival and Fireworks in July, the

Antique Street Fair in August, the Art Walk in September and Hometown Holiday in December.
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Consortia Airports

Astoria Regional Airport

The Astoria Regional Airport is administered by the Port of Astoria and is situated in Warrenton, Oregon.
The airport sits on the edge of the Lewis and Clark River at its junction with Youngs Bay and contains 870
acres of property. It has two crosswind runways and is prepared to accept regional airline service today.
The airport has an existing passenger terminal facility. The airport has an FBO on site and handles an
average of 145 operations daily. It is home to a Coast Guard station, which operates three HH-60

helicopters.

While only 73 air miles from Portland International Airport, Astoria is
95 miles by car, or at least 2 %2 hours away, as the Coast Mountain
Range impedes easy access to airline service at Portland. Still some
of the most rugged wilderness left in the 48 states today, the Coast
Mountains of northwestern Oregon provides a 4,000 to 5,000 foot
barrier to the easy flow of car traffic. The easiest access is along

Oregon Highway 30, which roughly follows the Columbia River from

\ Q A Astoria to Portland. However, several mountain passes need to be
\-;, f :"‘ LR A

1740  123.9%1 123 A"
common event, the drive can stretch to four hours and driving conditions can be treacherous.

traversed, and in the winter, when heavy rain and show are a

The Astoria Airport primarily serves
Clatsop County, at the northwestern
end of the state of Oregon. Clatsop
County includes the larger
communities of Astoria, Warrenton,
Seaside, Gearhart and Cannon
Beach. According to the 2000
Census, Clatsop County had 35,630
residents. Additionally, the Astoria

Airport serves residents of Pacific
County and Wahkiakum County,

located in southwestern Washington

State. Residents access the Astoria
Airport via the Astoria-Megler Bridge. Communities located in Washington and served by the Astoria
Airport include Long Beach, llwaco, Seaview and Chinook. Pacific County had 20,984 residents in 2000
and Wahkiakum County had 3,824 people.
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Newpott Municipal Airpott

The Newport Municipal Airport is administered by the City of Newport and is situated about three miles

south of downtown Newport and The Yaquina Bay Bridge.

While only 100 air miles from Portland International Airport, Newport
is 114 miles by car, or at least 3 hours away, as the Coast Mountain
Range impedes easy access to airline service at Portland. The Coast
Mountains provide a 4,000 to 5,000 foot barrier to traffic. The easiest
access is along Oregon Highway 20, which roughly follows the
Yaquina River from Newport to the crest of the Coast Range and then
follows another river valley into Corvallis, Oregon. From there it is
still a 90-mile journey through the Willamette Valley to Portland

International Airport.

The Newport Airport primarily serves Lincoln County, on the central Oregon coast. Lincoln County
includes the larger communities of Newport, Lincoln City, Toledo, Waldport and Yachats. According to
the 2000 Census, Lincoln County had 44,479 residents.

The Newport Municipal Airport is a Part 139
limited certificate airport that sits on the south
side of Yaquina Bay and contains approximately
740 acres of property. It has a precision
approach runway that is 5,398' by 150" at an
elevation of 160'. The airport also has a lighted
crosswind runway that is 3,001' by 75'. The main
runway has REIL, VASI 16, PAPI 34, PCL and a
high intensity MALSF lighting system that was
installed in 2001 for precision approaches. The
MALSF system is scheduled for certification in

spring 2002.

The airport has an existing passenger terminal
facility and is prepared to accept regional airline
service today. The airport also hosts an FBO,

has 25 aircraft based at the airport and handles

an average 57 operations daily.
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Consortia Combined

Combined, this Consortium of Communities serves a 150-mile stretch of Oregon and Washington
coastline from Lincoln County and Clatsop County, Oregon through Pacific County, Washington. This
region contains roughly 105,000 residents whose present access to local airline service is non-existent,
and whose easiest drive to Portland is more than 2 hours.
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Community-Based Airline Service

Existina Airline Service

Currently, there is no local scheduled commercial air carrier service at either Astoria or Newport.
However, a company called Air Taxi provides on-demand service to passengers using the Newport

Airport.

Historical Airline Service - Astoria

Scheduled air carrier service began in Astoria with United Airlines in 1944. United was replaced by West
Coast Airlines in 1946, flying DC-3 aircraft (25-30 seats). West Coast changed its fleet in 1962, adding
40-seat F-27 aircraft and reducing frequency of service. Inthe late 1960’s West Coast became Air West
and then finally Hughes Air West. As frequencies and ultimately service declined, passenger boardings
fell as well, Hughes Air West finally suspended service completely in 1974. Hughes Air West was
replaced by Harbor Air Lines, which provided four daily roundtrips to Portland with a BN-2 Islander
aircraft. Harbor Air Lines suspended service in 1975 and was replaced by Columbia Airlines, which
subsequently went out of business in 1977. Air Oregon replaced Columbia in 1977 and went out of

business in 1978.

Airline service finally returned to Astoria after a 14-year absence in 1992. Empire Airlines began a
Portland-Astoria-Aberdeen {(WA)-Seattle/Tacoma route. Though passenger boardings were high, Empire
ceased service in 1993 as it pulled out of the west coast completely.

In July of 1994, Horizon Air entered the Astoria market, flying 19-seat Metroliner aircraft. Horizon Air, a
subsidiary company of Alaska Airlines, was well postioned for success in this market, and it was
successful. In the first year that Horizon was in Astoria (from August 1994 to July 1995) it had 8,488
passenger enplanements. Service peaked in August of 1995 when Horizon boarded 926 passengers.
Over the same year period, Horizon also boarded 11,805 pounds of freight and 697 pounds of mail.
Things indeed looked up for Astoria. However, on the eve of their one-year anniversary in Astoria,
Horizon announced its decision to retire all 19-seat aircraft in favor of larger 37-seat DASH-8 and 70-seat

F-28jet aircraft. Service to Astoria was suspended shortly thereafter.

In 1998 Astoria gained it most recent service, this time from Harbor Air (no relation to the previous
carrier), which operated nine-seat aircraft five times daily for one year. Harbor’s lack of marketing skill
and poor service (primarily delayed and canceled flights) eventually led to Harbor losing the confidence of
the market and leaving Astoria in 1999. Harborwent bankrupt in 2001.
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Historical Airline Service — Newport

In 1999 Newport gained its first-ever scheduled commercial airline service. This service was operated
five times each weekday and involved a triangle service with Corvallis, Oregon to Portland International
Airport. Newport passengers showed strong support for this nine-seat service, with passenger boardings
peaking at 333 in August of 1999. However, due to system-wide problems with Newport's air carrier,
Harbor Air, all service was suspended in 2000 and the company subsequently went out of business.

In 2001 Air Taxi began providing on-demand point-to-point service for Newport area residents and

visitors.

Air Service Needs

The air service needs of Astoria and Newport are quite simple: safe, reliable air transportation to
destinations in demand with affordable fares. We feel that the components that guarantee our success
include the following: 1) acquiring service from a well-run airline with staying power; 2) ensuring that that
carrier provides a reasonable schedule that operates on-time with a minimum of cancellations; 3) that the
selected airline be able to connect our passengers to other in-demand destinations beyond our local hub;
4) that air fares are as competitive a possible, and 5) that we have some control as to the level of service

provided and local hub service offered (Portland and/or Seattle/Tacoma will work best).

Service should consist of a minimum three flights each weekday, with a reduced operating schedule on
the weekends. Service should be provided with an aircraft-seating configuration of 19 seats. Our airline
partner should have code share agreements with other airlines that can move our passengers
conveniently throughout the national air transportation system. We have no illusions about bringing “low-
fare” service to our communities, but have developed a plan to insure that the lowest fares possible are
offered in our markets. And finally, the Federal Government’s role in this should be to provide a one-time

investment that will insure these results are win-win for all parties.
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Strategic Plan

Air Service Action Plan — Existing

Currently, the State of Oregon is conducting a state-wide air service development study and initiative that
is analyzing markets around the state in order to help determine what steps can be taken to bring airline
service to communities that are either lacking air service altogether (like Astoria and Newport) or may be
under-served by their present air carriers (like Klamath Falls and Pendleton). Astoria and Newport are
focus markets for this study. The statewide initiative began in January 2002 and the study is to be
completed in May 2002. The state is currently involved with the Consortia on this proposal to the DOT as
an advisor and is offering support in any way they can. The statewide analysis includes a travel agent
ticket lift survey and a review of demographics and employable strategy.

Locally, both Astoria and Newport have actively participated in air service development studies. Both

have worked diligently to bring air carrier service to their communities over the years.

Assistance of DOT Grant Money for Existing Plans

There are a number of problems associated with acquiring new airline service. They begin with the
market itself. Without the critical mass in terms of populationand economic strength in a community large
enough to support airline service, the service is always doomed to failure. In both Astoria and Newport,
the market exists to support the "right" airline. The second problem has always been finding the "right"
airline. In Astoria and Newport we think we have solved this problem by acquiring a strategic partner in
Big Sky Airlines. They are exactly the "right"fit for our communities, and we are convinced we fit into their

short and long-term plans as well.

While we have identified Big Sky Airlines as our primary target, acquiring service from
them will only occur after this proposal is delivered and they have been able to conduct
their own internal analysis of our markets, which has yet to occur. However, we have
met with them, they have seen our proposal and have lent their name to this paper,
signifying their strong interest in participating. The analysis contained from this point

forward assumes that Big Sky will enter our markets on the conclusion of our selection.

Our communities plan on providing several financing components to this proposal as well. First, every
attempt will be made to raise local private and public money to pay for local advertising and marketing.
Second, the two airports will waive landing fees and terminal rents for up to one year to help offset the
airline operating costs. Third, local groups such as chambers of commerce and economic development
agencies will spearhead drives to pre-sell ticket blocks on Big Sky Airlines flights to insure usage and
guarantee the airline revenue. Lastly, these same groups will organize local private and public
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organizations to form an “Airline Travel Fund,” which will entail depositing money into a local bank
account upfront that will be used on connecting flights to airline partners traveling to beyond destinations
through our local hubs. Federal money will augment our local initiatives, and is not meant to replace what
we do locally, but to better insure the long-term success of our existing programs. We will continue
forward with our own plans without federal money, but feel our proposed use of federal dollars will add

greatly to our ability to attract an airline and be successful long-term.

The infusion of money from the Federal Government and our strategic and inventive use of that money
will go a long way towards insuring the short and long-term success of our strategy. We hope to leave
nothing to chance. Good service will instill confidence in local passengers of the local airline. Good
marketing and advertising strategies will get the word out concerning the level of service provided. And
the infusion of federal dollars towards the outright purchase of an aircraft to be dedicated to serving our
markets, and no others, means that the lease savings can be passed directly back to consumers, thereby
lowering base fare costs and driving up demand. This is not a short-term rebate or subsidy, this is a long-
term strategy insuring the lowest possible airfares are offered in our communities. We bring the market,
Big Sky brings the service and the Federal Government insures that lower fares are possible — win-win-

win.

Explanation of New Plan

The use of the federal grant dollars is straightforward. We want to use the one-time grant money
requested to purchase an aircraft to be used to serve the Astoria and Newport communities. The
$1,000,000 grant request will be used to purchase a 19-passenger Metro Il HGW (High Gross Weight)
aircraft. Big Sky bought the aircraft we would purchase in 1998. Big Sky financed the purchase at that
time. The blue book value of this aircraft is estimated to be $1.2 million. This purchase would allow Big
Sky to stop making payments on this aircraft. It would result in one less aircraft owned by Big Sky, but
would reduce monthly operating expenses by roughly $20,000. While the aircraft we purchase would
move through Big Sky’s route network to other cities and back to Billings for maintenance, Astoria and
Newport would be guaranteed three weekday roundtrips and two weekend roundtrips, or roughly eight

block hours per weekday.

With this proposed schedule local business people and others would be able to leave their respective
cities in the morning (6:30 am for Astoria-Portland, 7:40 am for Portland-Newport, 8:40 am for Newport-
Portland and 10:00 am for Portland-Astoria) and return home that same day (Portland-Astoria at 8:00 pm,
Newport-Portland at 6:40 pm, Portland-Newport at 5:40 pm and Astoria-Portland at 4:30 pm). There

would also be other flights during the day that are detailed in Table 1.1 on the next page.
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In terms of connections, Astoria and Newport hope to take advantage of Big Sky's existing code sharing
relationshipwith Alaska Airlines and Horizon Air to transfer passengers up and down the west coast, with
Northwest Airlines to transfer people to the Midwest and east via Minneapolis and Detroit and with
America West Airlines to transfer people through Phoenix to points in the southwest and east. We think
that these code sharing relationships give Big Sky the necessary service credentials to effectively serve

our markets.

Table1.1
Proposed Big Sky Flight Schedule at Astoria/ Newport

Flight Weekly
Number Departure Arrival Depart Arrive Blk Hours Days Depts

1A Astoria Portland 6:30 AM 7.00 AM 0:30 123456 6

10 Portland Newport 7:40 AM 8:20 AM 0:40 123456 6

1C Newport Portland 8:40 AM 9:20 AM 0:40 123456 6

18 Portland Astoria 10:00 AM 10:30 AM 0:30 123456 6

2A Astoria Portland 10:50 AM 11:20 AM 0:30 1234567 7

20 Portland Newport 12:00 PM 12:40 PM 0:40 1234567 7

2C Newport Portland 1:00 PM 1:40 PM 0:40 1234567 7

28 Portland Astoria 3:00 PM 3:30 PM 0:30 1234567 7

3A Astoria Portland 4:30 PM 5:00 PM 0:30 123457 6

30 Portland Newport 5:40 PM 6:20 PM 0:40 123457 6

3c Newport Portland 6:40 PM 7:20 PM 0:40 123457 6

3B Portland Astoria 8:00 PM 8:30 PM 0:30 123457 6

Total Weekly Operations/ASM's/Seats 7:00 76

Astoria/ Newport turnaround = at least 0:20 minutes
Portland turnaround = at least 0:40 minutes

In terms of costs, we think that the purchase of the aircraft and dry-lease back to Big Sky solves another
problem that persistently hurts service to smaller communities — higher than average airfares. Looking at
the schedule in Table 1 - I'we have estimated that it would cost Big Sky $1.43 million annually to serve
the schedule as we have proposed. With an average 50% load factor per flight, that equates to $38 per

passenger for Big Sky (calculating local fares plus a mileage prorated share of beyond revenues) to
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break-even. Under our proposal we can reduce Big Sky’s operating costs for this proposed schedule to
$1.18 million per year, reducing Big Sky’s costs by 17.5%. That means that Big Sky need generate only
$31 per passenger in order to break-even. This direct reduction in passenger fare means stimulation in
local demand and solidifies our ability to operate this schedule profitability and sustain it over the long-
term.

In addition, it allows Big Sky’'s code share partners a larger share of revenue, helping then to profitably
sustain the code share relationships that are so important for local passengers. Presently all of Big Sky’s
revenue sharing contracts are based on a prorated mileage system. Under this scenario Big Sky is hard-
pressed to profitably sustain service in markets such as Astoria and Newport because of the relatively
short air mileage distance between these markets and Portland. For example, for a passenger traveling
from Astoria to Minneapolis who spends $400 for a roundtrip ticket, Big Sky would only receive $32 each
way. Even with good passenger loads, Big Sky could end up losing money. However, the willingness of
major airline partners to negotiate higher rates of revenue sharing with its regional airline partners is not

feasible at this time as competition increases and profit margins are trimmed.

Both communities are committed to supporting the federal dollars granted in this program by putting
together several local initiatives. Primarily, local chambers of commerce located up and down the coast,
including Astoria, Long Beach, Warrenton, Seaside, Lincoln City and Newport have banded together to
support his new service. They will be working with community leaders and business groups to raise local
money to be used for advertising and marketing the new program. In addition, these organizations stand
ready to organize a pledge drive with the goal of raising $250,000 worth of pre-purchased tickets that can
be used for travel to/from Portland and other cities on the Big Sky Airlines network. Local organizations
also will spearhead an “Airline Travel fund” that will set aside local money on local accounts to be used
for air travel on Big Sky partner airlines to beyond destinations. Finally, the Astoria and Newport Airports
will provide assistance in the form of waiving all landing fees and terminal rents for the first 12 months of

operations.

While the uniqueness of our air service problem is hard to quantify, we believe that our solution is unique.
We are looking for a one-time investment in capital that will sustain our programs long-term. We have
identified the market, sought out the “right” airline partner to fill our needs and have developed a plan that

is guaranteed to succeed.

Primary Objective of New Plan

The primary objective of our new plan is to provide safe, dependable, convenient and affordable
scheduled airline service to Pacific Coast communities currently without service. Our objective is to

wisely use the Federal Government dollars, so that no further investment of capital would be required.
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Finally, our goal is to develop a program that is sustainable over the long-term. We believe we have
accomplishedall of these goals.

Expected Results = Timing

We expect our plan to be operational within three to four months after receiving our grant. With the
proper upfront advertising and marketing campaign and with an ample amount of financial support from
the community in advance of service, we expect to be successful and profitable within a few months of

service introduction.

What Won't This Program Achieve
This proposed program does not guarantee that ridership will attain levels necessary for Big Sky to

remain in the market. Itis not a subsidy programwith a contract to provide service over a pre-negotiated
period of time. If the service doesn't turn profitable within a few months after introduction, there is nothing
to keep Big Sky in the market. This program will not bring Southwest Airlines-type low-fare service into
the market. However, it will allow Big Sky to charge competitive fares that may average $80 - $90 for a
roundtrip flight from each community to Portland. We believe that the fares will be as low as are possible
with 19-passenger aircraft. However, the past enplanement history in both communities indicates strong

ridership when reliable service is available.

Target Audience — Users of Service

Both Astoria and Newport have somewhat diversified economies, however, that was not always the case.
Primary users of air service in Astoria would be the U.S. military via Camp Rilea, and the U.S. Coast
Guard, which has several crews stationed in the area. Local business users include companies such as
Weyerhauser (formerly Willamette Industries), Job Corps, Ag-Bag, Lektro, local hospitals and the fishing

community.

Oregon State University’s Mark O. Hatfield Marine Sciences Center, whose employees travel extensively
and has visitors from around the world, is located in Newport. Also located at the OSU facility are a
NOAA (National Oceanic and Atmospheric Administration) Field Office, an Oregon Department of Fish &
Wildlife office, a National Marine Fisheries Service office and an office of the Environmental Protection

Agency. All of these federal and state agencies travel extensively, with many trips to Washington, D.C.

Other users of the Newport Airport would be commercial fisherman who travel back and forth to Alaska
specifically, and around the world; county and city government officials, school districts and large
companies such as Georgia-Pacific, Central Lincoln People’s Utility District, Samaritan Pacific

Communities Hospital and Samaritan North Lincoln Hospital.
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Newport is also home to the Oregon Coast Aquarium, whose claim to fame is the rehabilitation and
subsequent release back into the wild of Keiko the Killer Whale, whose story was the subject of the movie
“Free Willy”.

Other major industries along both sections of the coast are tourism and retirement. Lincoln City is home
to the Chinook Winds Casino, which brings in big-name entertainers and hosts guests from around the
world. The Pacific Coast of Clatsop County contains the communities of Seaside and Cannon Beach,

popular resort areas and locations for second homes.

Southwestern Washington State contains many small businesses and tourism related industries that

would also benefit from this service.

Studies Needed / Staff / Outside Consultants
As was discussed previously, the state of Oregon’s Department of Aeronautics is presently undertaking a

statewide study on the air service needs of communities including Astoria and Newport. Additionally,
Newport was the subject of a study last year on the potential size of the air service market. Astoria has
also had historical success when Horizon Air was in the market. All of these combined factors have
convinced local leaders that further local study is not needed. However, Big Sky Airlines has stated a
preference to wait until the State Study is completed in May and may ask for additional local research is
conducted before completely agreeing to serve the markets. The Consortia will self-fund any additional

studies required. Still, we do not anticipate any problems.

The Airport Managers of both the Astoria Airport and Newport Airport have taken the time to lead this
campaign, local chambers of commerce and economic development agencies will help coordinate the

pledge drives for local funds, so there is no anticipation of an increase in staffing levels necessary.

In order to help with our marketing efforts, coordinate and provide assistance on our pledge drives,
provide general overall consulting with the implementation of this plan, act as a negotiating liaison
between our communities and Big Sky Airlines and to help us write this proposal for Federal Grant
money, the Port of Astoria and the City of Newport have retained Sixel Consulting Group as its primary
consultant. Consultant fees will be paid out of the requested grant money, should our proposal be

successful.

There is no proposed use of local universities or colleges as part of this grant request.
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Funding Necessary — Use of Funds

We are requesting a one-time grant of $1,000,000 for our plan to be used by our Consortia of
Communities. While we understand this exceeds the $500,000 target, ours is a one-time deal that not
only guarantees success, but also produces an asset to be used for many years to come. The full
$1,000,000 will be used to purchase the aircraft from Big Sky Airlines. The aircraft purchased will be a
Metro Il HGW. It would include the airframe, avionics, and two engines. The aircraft would be dry-
leased to Big Sky Airlines for $1 per year once airline service begins. Big Sky would be responsible for
providing the crew, fuel and other operating expenditures. Big Sky would also be responsible for the
maintenance of the engines, including overhaul, which would allow the retention for Astoria and Newport

of the full value of the engines. Big Sky shall also be responsiblefor aircraft hull and liability insurance.

We anticipate receiving and spending all of our grant request money immediately. However, we
anticipate that service will not begin for at least two months after the purchase of the aircraft (due to
ramp-up time necessary for both us and Big Sky). In the interim, the Consortia will lease the aircraft to
Big Sky for use in its existing markets for $10,000 per month. Total ramp-up time will not exceed four
months. These pre-service lease monies will be used to pay the aforementioned Consultant and to

augment local dollars generated to be used for advertising and marketing.
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Proposed Public | Private Partnerships

Participating Public and Private Ornanizations

In both communities served by the Consortia, humerous agencies have formed a partnership to bring

commuter airline service back to the region. Other groups may join the project at a later date. These
agencies include:
* Counties of Clatsop, Lincolnand Pacific.
e Cities of Astoria, Newport, Lincoln City, Waldport, Toledo, Yachats, Depoe Bay,
Seaside, Cannon Beach and Long Beach.
* The Central Oregon Coast Association
* The Economic Development Alliance of Lincoln County
* Ports of Astoria, Alsea and Newport
¢ Chambers of Commerce in; Astoria, Newport, Lincoln City, Waldport, Toledo,
Yachats, Depoe Bay, Seaside, Cannon Beach and Long Beach.

s State of Oregon

Pre-purchased Ticket Books

In order to generate money necessary for Big Sky’s start-up expenses and to guarantee a certain level of
passenger traffic, community leaders and organizations will pledge to purchase 100 ticket books from Big
Sky in advance of service. Each ticket book will contain 10-roundtrip tickets to/from Portland or
Seattle/Tacoma from either Astoria or Newport. It is estimated that roundtrip tickets purchased through
this bulk ticket program will cost $100 each, for a total upfront commitment of $100,000.

Airline Travel Fund

In order to further support Big Sky and its major airline partners, Astoria and Newport area businesses
and organizations will push to generate $250,000 in total to be used for an Airline Travel Fund. We
anticipate this would be derived from 50 local companies and groups depositing $5,000 each. The Fund
works by having local groups deposit money in a local bank account controlled by a local entity, such as a
chamber of commerce. Each participating group then receives a debit card that they pledge to use only
for air transportation that originates, or is destined for, either Astoria or Newport (therefore using a Big
Sky Airlines flight). In this way, local groups are further able to support Big Sky Airlines service provided

locally for trips that take passengers beyond the local hub.

Marketinn and Advertising

The success of any new service requires getting the word out. The Astoria Airport and the Newport
Airport, working in conjunction with local business groups and organizations, and the Port of Portland, will
work to generate $40,000 to be used for direct marketing of the new service. We anticipate sources of
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revenue for this project to be local chambers of commerce, the local airports themselves, the Oregon
Department of Aviation, the Port of Portland, and some money generated from leasing Big Sky our

purchased aircraft before service begins.

Airport Cost Abatements

In support of new service, and to help ease the burden of start-up expenses, both the Astoria Airport and
the Newport Airport agree to provide cost abatements to Big Sky Airlines. These abatements will include
the elimination of landing fees and terminal rents for the first twelve months of operation. The Astoria
Airport estimates that these cost abatements will total $10,000 over the first year with the proposed

schedule of service. In Newport, the cost abatements will be similar, at $9,500 over the first year.

In-kind Services From the Community

In lieu of direct cash subsidies, hotels in the Astoria region are working toward an agreementto share the
cost of housing a Big Sky airlines crew that is scheduled to overnight at Astoria each night. Twelve
different hotels have been targeted to provide 60 room nights each (two rooms for one month each). In
addition, the local newspapers in both Astoria and Newport are considering the request to provide
matching space up to $10,000 for advertisementsto be run in the newspapers. Chambers of commerce
from Yachats to Long Beach has agreed to feature the new service in their newsletters and in any
publicationsthat are produced in the area. Local economic development agencies have agreed to similar
announcements. Local convention and visitor's bureaus, as well as the State of Oregon Department of
Tourism have committed to supporting the new service any way they can as well.

Specifically in Lincoln County, the Greater Newport Lodging Association, the Lincoln City Lodging
Association, the Destination Newport Committee and Lincoln City Convention and Visitors Bureau would
work with Big Sky and local airports in promoting the new service in all their print and electronic media
campaigns. These campaigns would include putting brochures in all visitor and convention center
mailings and all meeting planner packets. The community would also promote Big Sky service at all
tourism and economic development trade shows, assist in organizing speaking engagements for Big Sky

staff at local groups such as Rotary, Business and Professional Women'’s Club, Optimists, etc.
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Master Plan Components

Airport Infrastructurein Place

Both the Astoria Airport and the Newport Airport have had scheduled commercial airline in the recent

past, and as such are ready today to host new airline service immediately.

Neither Astoria nor Newport requires any facility improvements to host commercial airline service. The
only caveat here is new security directives that may come from the Federal Aviation Administration in the
coming months. Both airport managers have kept in close contact with the regional FAA office in Seattle
and with the Port of Portland as to any necessary changes required in airport security instituted since
September 11™. The airports both have the resources necessary to undertake any security mandates
from the FAA.

Right now, there are no construction projects, underway or planned, that would result in the interruption of

scheduled commercial airline service at either airport.

Performance Measures

Milestones for Success

One of the most important undertakings that either Astoria or Newport can do is to track the progress of
service in each airport. Too often, problems in passenger traffic levels are not noticed or taken seriously
enough by airport managers or concerned citizens in time for anything to be done, should problems
occur. We intend to work closely with our airline partners to track, in real-time, operating performance
statistics that could impact the level of service provided to our airports. As Big Sky Airlines is a Schedule
298-C Commuter airline, they are not requiredto file in the DOT's O&D Survey. By the time that data is
released to the public, six months have elapsed, so the usefulness of this data to catch problems and

make corrections in a timely manner does not exist with reported data.

Therefore, we are proposing to set the following goals that will determine whether or not our communities
are supporting local airline service in a manner consistent with retaining that service. We will set
performance goals on enplanements, both local and connecting, revenue, load factors and revenue per
ASM (Big Sky’'s share of both local and beyond revenue). We know, for example, that at 50% load
factors, each community will need to produce 37,544 origin-destination passengers annually, or an
average of 722 enplanements per month in order to meet performance targets. These numbers are easy
to track. While we would like our airline partner to provide us with exact numbers, we understand the
proprietary nature of this confidential information and therefore, we will ask for monthly updates on
whether we are hitting our targets or not. Statistics will be averaged over the course of a year in order to

account for any seasonal fluctuations in passenger traffic that may occur. Should any problems crop up,
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we will expect to be notified by Big Sky immediately so that remedial action can occur and the problem
can be fixed.

Program Monitoring
In order to measure the effectiveness of our airline partner, both Astoria and Newport will request the

following information from Big Sky: enplanements, completion factor, on-time percentage and load factor.
These statistics will be used to ascertain if any air service problems exist, so that we may correct any
deficiencies in airline service provided to us before they become debilitating. With the airline’s
permission, we will also publish these statistics in the local newspaper, so that operational performances
are known throughout the community. We plan to do this because the reliability of commuter and
regional airlines is always taken into question, and we are convinced that Big Sky will provide excellent
service to our communities. We want to be able to use this informationto counter any perceptions in the
community that may exist concerning regional airline service. The historical service provided to both

airports, especially recently, warrants this level of concern upfront.

One of the most important factors of our program is our ability to reduce the costs of Big Sky so that we
can pass those savings on to our customers. We know what Big Sky's costs are going to be, and we
know what they will need to make, per passenger, in order to break even and turn a respectable profit.
Therefore, we will be able to monitor the effectiveness of our program by conducting a weekly analysis of
airfares offered in our local markets, as well as Portland, to our top 20 destinations. From this, we will be
able to determine whether our objective of “competitive” fares is working. We will be providing this
informationto all of our airline partners (Big Sky as well as any larger airlines offering code share service).

Should any anomalies occur, we would be able to discuss those immediately.

Financial Controls

Since all of our grant will be used upfront to purchase an aircraft, the only financial controls we have to
worry about is the $1 payment we receive each year for the lease of the aircraft, and whether or not we
are achieving our agreed-to goals each month.

Small Community Air Service Development Proposal Page 37 of 37




Astoria / Newport. Oregon

Air Service Development Budgets

Short-Term Budget (Year 1)
The local share of the budget will include advertising, marketing, pre-purchased tickets, travel funds, in-

kind services and airport cost abatements. We are targeting these funds to total $400,000.

The State of Oregon is presently undertaking an air services development study for the entire state. The
State is studying 13 airports in total and spending $50,000 for the initial study. The Astoria and Newport
share of that budget is $7,700. The State will also provide additional services and financial help, should
the results of this Study due in May identify deficiencies in air service development that may be enhanced
by State funds. For example, the Study may determine that a good use of State funds includes money for
advertising and marketing. However, as of this writing, the State’s contribution financially, for a variety of
reasons. is limited.

The Federal Government contribution is limited to the initial capital investment of $1,000,000. There will
be no further need for Federal money in the administration or continuation of this program. The Federal
investment will allow for service to be provided to both Astoria and Newport at a reduced cost to the
airline. This in turn will lead to lower fares for our customers and a resultant stimulation of demand. We
anticipate that this investment, coupled with the local programs that we have developed or have in the

planning stages, will be enough to make our programs successful.

The total of all funds to be generated and spent in Year 1 total $1.4 million.

Mid-Term Budget (Year 2-31

The Port of Astoria and the Newport Airport plan to continue the marketing and advertising budget into

years two and three. We are hoping for a State grant to match any local contributions to continue
newspaper and radio advertising began in year 1. Both Astoria and Newport will funnel 20% of the
money generated from Big Sky’'s landing fees and terminal rent beginning in year 2 to advertising and
marketing the local airport, with major tenants (such as Big Sky) featured heavily. The airports will also
fund with general airport revenue, the continuing monitoring of the service and the publishing of the

results monthly.

Long-Term Budget (Year 4 and beyond]

The Port of Astoria and the Newport Airport plan to continue advertising both local airports, again
emphasizing major tenants. The airports will also fund with general airport revenue, the continuing
monitoring of the service and the publishing of the results monthly.
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Conclusion

The Pacific Coast of the lower 48 states is absent commercial air service from Coos Bay/North Bend (in
southern Oregon) north. This coastline, which runs for approximately 450 miles from North Bend/Coos
Bay to Port Angeles, WA (the next coastal community with airline service), contains about 218,000
residents. The preceding proposal, for service into Astoria and Newport, will draw passengers from about
a 30-mile stretch on either side of both cities. This area contains 46% of coastline residents between
North Bend and Port Angeles, or 105,000 people. For these residents, travel through the Coast Range to
inland airports results in thousands of driving hours monthly, not to mention the inherent risks associated
with traversing such ranges in the winter. This is not only a proposal of convenience, but of safety and
economic development as well. As the timber and natural resources industries continue to decline along
the northwest Pacific coast, community leaders look for alternative industries to provide jobs and
economic vitality to the region. Local airline service is a necessity in recruiting these replacement

industries.

We believe that our proposal satisfies the needs of all constituencies involved. The local communities
receive cost competitive airline service by an airline that has been in business nearly 25 years, with the
code share relationships already in place and the “right-sized” equipment available to service our
communities. The airline gets to raise much needed investment capital for general corporate use and
expansion, while retaining the ability to operate an aircraft that it already owns for a nominal fee. Big
Sky’'s savings of approximately $20,000 per month can be passed back to our customers as reduced
airfare. And finally the Federal Government provides a one-time infusion of capital that is not a subsidy or
short-term fix. Our innovative program can be a test bed for DOT of our concept. When successful, this
program can be used across the country to satisfy the needs of smaller communities everywhere that are

lacking safe, efficient and affordable airline service.

Finally, should our project fail over time, our airline partner pull out and a suitable partner not be found,
the aircraft can be leased out with the proceeds funding additional local initiatives or sold as-is (minus its
depreciated value), with the money used for other local air service projects or returned to the DOT to fund
other initiatives in other communities. It is a no-lose proposition for everybody. It either works and
accomplishes the goals of the program, or a large proportion of the money is returned to be used

elsewhere.

Win-win-win.
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Contact Information

Dennis Reno
Airport Supervisor
Newport Airport
810 S.W. Alder
Newport, OR 97365
(541) 867-7422

Ron Larsen
Airport & Property Manager
Astoria Regional Airport
1Portway
Astoria, Oregon 97103
Tel: (503) 325-4521
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Airport Operating Budgets
A summary of the operating budget for Astoria Regional Airport is listed below. As a public facility and a

part of the Port of Astoria, the airport’s operations follow GAAP protocols and are audited annually. More
detailed information is available upon request.

Operating Summary at Astoria Regional Airport

Actual Actual Budget
Category sub-Category 1999-00 2000-01 2001-02
operating Revenues $461,637 $517,254 $589,510
Operating Expenses $364,386 $706,310 $452,788
Operating Margin $97,251 -$189,056 $136,722
Other Receipts
Grants $59,137 $35,668 $793,221
Loans $0 $0 $1,089,500
Total Other Receipts $59,137 $35,668 $1,882,721
Other Expenditures
Capital Expenses $55,352 $0 $1,949,435
Debt Service $44,515 $0 $43,316
Total Other Expenditures $99,867 $0 $1,992,751
Net Surplus (Deficit) $56,521 -$53,388 $26,692
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A summary of the operating budget for the Newport Airport is listed below and on the next page. As a

public facility and a part of the City of Newport, the airport’s operations follow GAAP protocols and are

audited annually. More detailed information is available upon request.

Operating Revenue at Newport Airport

Actual Actual Budgeted
1999-00 2000-01 2001-02
FAA Project

Beginning Fund Budget $0 $16,878 $56,678
99-FAA Grant $  $223,937 $1,235,870
Intereston Investments 291 $3,099 $0
Transer from Airport Fund $100,000  $40,000 $18,952

$100,291 $283,914 $1,311,500

Revenues

Beginning Fund Balance $184,546  $.76,123 $1 10,268
Fuel Flowage Fees $2,783 $1,849 $2,600
Transient Room Tax $149,424 $165,609 $149,500
Delinquint Property Taxes $470 $1,567 $0
Interest on Investments $13,361 $9,835 $4,000
Leases & Rentals $12,376 $%.913 $9,000
Misc. Sales & Services $73,737  $47,550 $11,000
Transfer from Bonded Debt $11,537 $0 0
Transfer from Sewer Fund $35,000 $0 $0
Transfer from Capital Facilities Construction $0 $0 $30,000

$483,234 $409,446 $316,368

Small Community Air Service Development Proposal

Page 36 of 37




Astoria / Newport. Oregon

Operating Expenses at Newport Airport

Actual Actual Budgeted
1999-00 2000-01 2001-02
FAA Project
Materials & Services $83,704 $161,220 $75,000
Capital Outlay $0 $59,657 $1,236,500
99-FAA Project $81,704 $220,885 $1.311,500
Airport Fund $400,000 $461.648 $1,627,868
Personal Services
Wages & Salaries $54,770 $51,244 $63,000
Extra Help $6,300 $3,090 $2,000
Overtime $211 $0 $500
Insurance Benefits $6,927 $5,839 $18,600
Social Security $4,568 $4,617 $5,000
Retirement $2,330 $1,998 $3,800
Worker's Compensation $602 $756 $2,100
Unemployment Insurance $59 $60 $100
$75,767 $67,604 $95 700
Materials& Services
Professional Services $8,997 $11,374 $10,000
Utilities $10,247 $9,451 $13,000
Water $1,635 $1,071 $1,700
Equipment Repair & Maint. $16,335 $28,177 $18,000
Insurance $5,743 $6,718 $8,000
Telephone $3,128 $2,963 $3,500
Radio Communication $337 $655 $500
Travel & Meeting Expense $5,706 $5,342 $5.000
Building Supplies $903 $3,238 $9,000
Ground Supplies $26,749 $7,834 $8,000
Services $7,433 $21,083 $13,000
Office Supplies $1,124 $1,167 $1,300
Gas, Oil & Mileage $1,255 $2,067 $5,600
$39.592 $101,140 $96,600
Capital Outlay
Land Clearing & Grading $9,598 $0 $0
Airport Terminal Building $0 $0 $0
Fencing $0 $0 $0
Hangar Area Improvements $0 $0 $35,000
Computer/Software $1,760 $145 $400
Radio $0 $400 $1,000
Equipment $2,420 $4.473 $0
Fuel Facility Improvements $12,159 $0 $0
Storm Sewer Improvements $0 $0 $13,000
$25,937 $5,018 $49,400
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