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April 18,2002 

Docket Operations and Media Management Division 
SVC - 124, Room PL - 401 
Department of Transportation 
400 7'h Street, SW 
Washington DC 20590 

RE: Small Community Air Service Development Pilot Program 
Docket OST-2002-11590 
City of Hailey (ID) and Blaine County (ID) - Grant Application 

Dear Sirmadam: 

Included with this letter is Friedman Memorial Airport's Small Community Air Service 
Development Pilot Program grant application. The City of Hailey (ID) and Blaine 
County (ID), owner/sponsors of the Friedman Memorial Airport, and the Friedman 
Memorial Airport Board and Blaine County Air Transportation Advisory Group 
(BCATAG) have formed a public-private partnership for the purpose of securing 
commercial air service deemed critical to the economic development of the region. Prior 
to filing this application, BCATAG conducted extensive research and analysis of the 
local air service market and completed passenger and profitability projections for the air 
service proposed herein. Horizon Air has agreed to provide the proposed air service 
contingent on funding and implementation of the Action Plan detailed in the attached 
application. 

The purpose of this grant request is to: 

0 

0 

0 

0 

Provide air service improvements that will stimulate air travel and reduce travel 
time and expense between Sun Valley and its number one market, Los Angeles. 
Stimulate local economic activity by improving air service between Sun Valley 
and its number one market, Los Angeles. 
Improve air access from the Sun Valley region to key destinations in the western 
United States. 
Improve air service to a rural region whose airport, Friedman Memorial Field, is 
significantly restricted by high altitude and mountainous terrain. 



Proposed service: 

Sun Valley (SUN) - Los Angeles (LAX), 1 round-trip daily provided by Horizon 
Air’s 70-seat Dash 8 4-400. 

The attached application meets the priorities established by the Secretary of 
Transportation (Order 2002-2-1 1, Appendix A): 

0 

0 

0 

The proposed service will reduce airfares in the Sun Valley -Los Angles market 
by 25%. 
The community will fund 37% ofthe total proposed air service program. 
The airport sponsor and the BCATAG have formed a public-private partnership to 
support the proposed air service initiative. 
The proposed air service will benefit all segments of the community and provide 
stimulus to the regions core tourism industry. 

Grant application sponsor contacts: 

A1 Lindley, Mayor 
City of Hailey 
P.O. Box 3509 
Hailey, ID 83333 
Phone: (208) 788-422 1 
Email: allindley@sunvalley.net 

Rick Raird, Airport Manager 
Friedman Memorial Airport 
P.O. Box 929 
Hailey, ID 83333 
Phone: (208) 788-4956 
Email: rickbaird@sunvalley.net 

Through public meetings and sessions with local leaders, we have educated the 
community about the proposed air service and the commitment required to make it 
successful. It is our sense that Sun Valley and the surrounding communities are poised to 
support the service described in this application. We appreciate the Department of 
Transportation’s understanding of the importance of commercial air service in smaller, 
rural communities and look forward to working with you as you evaluate the merits of 
the Friedman Memorial Airport’s Small Community Air Service Development Pilot 
Program grant application. 

A1 Lindley / 
Mayor 

mailto:allindley@sunvalley.net
mailto:rickbaird@sunvalley.net
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1. Executive Summary 

Introduction 
The Sun ValleyNood River Valley area is a remote, resort destination community with an 
economy that is primarily dependent on tourism. Air service is a critical component in the 
tourism industry as well as providing support for other local business and education activity 
important to the Sun ValleyNood River Valley economy. Approximately one-third of the air 
travelers using the Friedman Memorial Airport originate their trips locally and the remaining 
two-thirds are visitors that are flying into the area from a distant community. 

The task of securing air service in Sun ValleyNood River Valley is made more difficult by 
aircraft operating limitations associated with the local airport. Friedman Memorial Airport is a 
high altitude airport with a relatively short runway that is located in a mountainous area. These 
conditions severely limit the type of commercial aircraft that can operate in the Sun 
ValleyNood River Valley market. There are only a handful of commercial aircraft that, from an 
operational and profitability standpoint, can operate in this restricted environment. The air 
service proposal contained in this application stipulates use of Horizon Air’s Dash 8-4400 
aircraft, one of a few aircraft that are capable of serving Friedman Memorial Airport. 

This application requests federal support for an air service initiative for service between 
Friedman Memorial Airport and Los Angeles International Airport. Los Angeles is Sun 
ValleyNood River Valley’s number one market. The total cost of the Action Plan associated 
with this air service initiative is $944,243. This application requests federal assistance in the 
amount of $600,000. The balance, $344,243 (36.4% of the total cost) will be provided by the Sun 
ValleyNood River Valley community. It is our assessment that the proposed air service will be 
self-sufficient within the 12-month period outlined herein. 

The attached application meets the priorities established by the Secretary of Transportation (Order 
2002-2- 1 1, Appendix A): 

0 

0 

0 

0 

The proposed service will reduce airfares in the Sun Valley-Los Angles market by 25%. 
The community will fund a substantial share (36.4%)of the proposed air service program. 
The airport sponsor and the Blaine County Air Transportation Advisory Group (BCATAG) 
have formed a public-private partnership to support the proposed air service initiative. 
The proposed air service will benefit all segments of the community and provide stimulus to 
the region’s core tourism industry. 

The following are key points in the sections of this application: 

Airline Support Letter: 

0 Horizon Air signed a Letter of Intent. One of the applicant’s public-private partners has 
negotiated a contract with Horizon Air associated with this air service proposal. 



Air Service Background: 

0 The Sun ValleyNood River Valley is primarily a destination resort community. 
Because of this, accessibility is critical to local businesses and the community in general. 

0 Specific air service improvements will facilitate the movement of local area residents that 
have business interests outside the community and second homeowners whose primary 
residence is located on the West Coast. 

0 Friedman Memorial Airport is a non-hub airport located in Hailey, Idaho. Friedman 
Memorial Airport serves the Sun ValleyNood River Valley resort community and other 
communities. As of April 2002, Friedman Memorial Airport has non-stop commercial 
air service to Seattlemacoma International Airport and Salt Lake City International 
Airport, provided by Horizon Air and SkyWest Airlines (Delta Connection). 

Since 1991, SkyWest Airlines (Delta Connection) and Horizon Air (Alaska Airlines) 
have provided service from Friedman Memorial Airport. 

0 The most significant factor that affects air service at Friedman Memorial Airport is that 
there are only a handful of commercial aircraft that, from an operational and profitability 
standpoint, can operate in the restricted environment at Friedman Memorial Airport. 

0 As part of this air service initiative, the Sun ValleyKetchum Chamber & Visitors Bureau 
and the Sun Valley Company, through the BCATAG, jointly funded a Ticket Lift Survey 
and an Air Sewice Evaluation in August 2001, which was conducted by consultants. 

Community Profile: 

0 Friedman Memorial Airport catchment area contains a population of 19,852, including 
Blaine and Camas counties. The airport is 154 miles from Boise Air Terminal, 64 miles 
from Magic Valley Regional Airport, 150 miles from Pocatello Regional Airport, and 
140 miles from Idaho Falls Regional Airport. 

A significant share of the local economy is based on tourism. Approximately two-thirds 
of passengers utilizing the Friedman Memorial Airport originate from a remote location 
with Sun ValleyNood River Valley as their destination. The balance, approximately 
one-third, originate travel locally. 

When compared to the five other commercial air service airports in the state of Idaho, the 
Friedman Memorial Airport catchment area is ranked smaller in all six key economic and 
demographic indicators (population, employment, earnings, manufacturing earnings, 
retail sales, personal income). 

0 The major employers in the Sun ValleyNood River Valley include: Sun Valley Resort, 
Elkhorn Resort and Golf Club, Power Engineers, Inc., Marketron, Inc., St. Luke’s, Smith 



Sport Optics, Inc., Wood River Medical Center, Blaine County School District, Blaine 
County, and the U.S. Forest Service. 

Market Analysis: 

0 Total passenger traffic has fluctuated significantly over the past eight years as a result of 
service changes. Origin and destination passenger traffic hit a low in 1994 of 116,710 
passengers and a high in 2000 of 133,690 for the eight-year period 1994 through 2001. 

0 The Ticket Lip Survey determined that the number one destination for the Sun 
Valley/Wood River Valley area passengers was Los Angeles, with 9.3% of the total. 
This market has been growing at 2.1% per year since 1994. 

0 56% of the Sun Valley/Wood River Valley area passengers travel to/from the west and 
northwestern United States. 

0 The proposed Horizon Air service will improve service and provide a higher level of 
competition to key Sun Valley/Wood River Valley markets, Los Angeles and San 
Francisco. 

Action Plan: 

0 The City of Hailey, Idaho, Blaine County, Idaho, Friedman Memorial Airport Authority 
and the BCATAG have formed a public-private partnership for the purpose of securing 
the air service proposed and implementing the Action Plan. 

0 The goals of the Action Plan are to stimulate year-round travel between Blaine County 
and Los Angeles, balance the seasonality of the local economy, improve the air service 
options available, and reduce the number of air travelers that must drive 154 miles often 
in hazardous winter conditions to Boise by providing non-stop service to Los Angeles. 

0 The proposed air service includes once daily non-stop service to Los Angeles, California 
using Horizon Air’s seventy-seat Dash 8-4400 aircraft. The proposed schedule provides 
980 seats weekly to Sun ValleyNood River Valley destination passengers. 

0 It is estimated that Horizon Air will capture 32,695 Los Angeles origin and destination 
passengers annually in a mature market, with a load factor of 64.0%. 

0 The proposed Horizon Air service is planned to begin December 18, 2002. December 
2002 passenger traffic and revenue is estimated to be 65% of pro-forma projections and 
are expected to grow 2.7% per month between December 2002 and December 2003. The 
revenue shortfall for the twelve-month ramp-up period is estimated to be $644,344. 



0 The Sponsor and Horizon Air have agreed to cap the subsidy at $600,000 for the first 
year of service. 

0 The Action Plan budget includes $12,500 (1.3%) funded by the Friedman Memorial 
Airport Authority, $33 1,743 (35.1 %) from the local business community, and $600,000 
(63.5%) in federal funds. 

Community Support: 

0 Resolutions were passed by the Mayors and City Councils of the cities of Ketchum, 
Carey, Sun Valley, Hailey, and the Blaine County Commissioners declaring support for 
the City of Haileymlaine County’s application to the U.S. Department of Transportation. 
Additionally, the Governor of Idaho, the Idaho Department of Commerce, the Sun 
Valley/Ketchum Chamber & Visitors Bureau, the Hailey Chamber of Commerce and 
others provided letters in support of this application. 

Airport Financial Information: 

On a Generally Accepted Accounting Principles (GAAP) basis, the Friedman Memorial 
Airport Authority operates at a loss, with a loss of $509,980 projected for fiscal year 
2002. If GAAP depreciation were excluded, the Friedman Memorial Airport Authority 
would operate at a surplus, projected at $342,295 in fiscal year 2002. 

This application was prepared by Mead & Hunt, Inc., 28829 Lockheed Drive, Suite 2C, Eugene 
OR 97402, (541) 689-9997. Sixel, Boggs & Associates, Inc. prepared some of the supporting 
information. 



2. Airline Letter of Intent 



April 9, 2002 

Docket Operations and Media Management Division 
SVC-124, Room PL-401 
Department of Transportation 
400 7” Street SW 
Washington, DC 20590 

Ref: Horizon Air Letter-of-Intent 
Small Community Air Service Development Pilot Program-Grant Application 
Docket OST-2002- 1 1590- 1 
City of Hailey (ID), Blaine County (ID) and the Blaine County Air Transportation 
Advisory Committee (BCATAG) 

Dear Sirmadam: 

In conjunction with the attached grant application filed by the City of Hailey (ID), Blaine County 
(ID) and BCATAG, Horizon Air intends to provide the air service described therein. This 
commitment is contingent on the Department of Transportation’s grant offer and acceptance by 
the sponsors, the City of Hailey (ID) and Blaine County (ID). The amount of the grant shall be 
sufficient to fund the elements of the application’s Action Plan for which federal funds are 
specifically requested. 

Additionally, Horizon Air’s commitment to provide air service hinges on full funding and 
implementation of the applicant’s complete Action Plan by all parties. It is our understanding 
that grant offers will be made on or before September 30,2002. If the federal government does 
not make a grant offer to the City of Hailey (ID) and Blaine County (ID) on or before that date, 
Horizon Air, at its discretion, is under no further obligation to provide the air service described in 
the referenced grant application. 

Horizon Air looks forward to working with the Department of Transportation, the City of Hailey 
(ID) Blaine County (ID) and the BCATAG on this important air service initiative. Please contact 
Bruce Tecklenburg, Horizon Air’s Manager of Schedule Planning if you have questions 
concerning this letter-of-intent and or specifics about Horizon Air. 

Best regards, 

of Marketing and Planning 



3. Air Service Background 

Air Service Issue 
Sun Valley/Wood River Valley is a destination resort community. Because of this, accessibility 
is critical to local businesses and the community in general. Non-stop air service connecting Sun 
Valley/Wood River Valley with key markets andor air service connecting Sun Valley/Wood 
River Valley with additional hub airports would improve access and the marketability of the 
area’s tourism industry. Likewise, specific air service improvements would facilitate the 
movement of Sun Valley/Wood River Valley residents that have business interests outside the 
community and second homeowners whose primary residence is located on the West Coast. 

Air service development is much like other types of economic development efforts. However, 
the task at Sun Valley/Wood River Valley is made more difficult by aircraft operating limitations 
(airfield altitude, length of the airport’s runway, mountainous terrain, inclement weather) 
associated with the local airport. In short, there are few commercial aircrajl that can operate 
@om Friedman Memorial Airport without signiJicant operational restrictions. The long stage 
length between Sun Valley/Wood River Valley and key West Coast destinations further reduces 
the number of aircraft and airline options. In the end, air service improvements at Sun 
Valley/Wood River Valley depend on the strength of the various market options and the interest 
of an airline with compatible aircraft, route system and strategy. 

Current Air Service 
Friedman Memorial Airport is a non-hub airport located in Hailey, Idaho. Friedman Memorial 
Airport serves the Sun Valley/Wood River Valley resort community and surrounding areas. 

As of April 2002, Friedman Memorial Airport has non-stop commercial air service to 
Seattlemacoma International Airport and Salt Lake City International Airport, with one daily 
round-trip flight to Seattlemacoma and nine round-trip flights daily to Salt Lake City. Horizon 
Air (Alaska Airlines) provides service to Seattlemacoma International Airport with the de 
Havilland Dash 8 (37 seat aircraft). SkyWest Airlines (Delta Connection) provides service to 
Salt Lake City with the Embraer 120 (30 seat aircraft). 

Friedman Memorial Airport 
Flight Schedule - April 2002 

Sky West (DL) 3472 SMTWTFS Salt Lake City 7:OO AM 8:02 AM Embraer EMB 120 Brasilia 
Sky West (DL) 3526 
Sky West (DL) 3474 
Sky West (DL) 3476 
Sky West (DL) 3478 
Sky West (DL) 3480 
Horizon Air (AS) 2344 
Sky West (DL) 3482 
Sky West (DL) 3528 
Sky West (DL) 3484 

SMTWTFS 
SMTWTFS 
SMTWTFS 
SMTWTFS 
SMTWTFS 
SMTWTFS 
SMTWTFS 
SMTWTFS 
SMTWTFS 

Salt Lake City 
Salt Lake City 
Salt Lake City 
Salt Lake City 
Salt Lake City 
Seattlemacoma 
Salt Lake City 
Salt Lake City 
Salt Lake City 

8:25 AM 9:27 AM 
9:40 AM 10:43 AM 
12:31 PM 1:35 PM 
12% PM 159  PM 
253  PM 355  PM 
4:15 PM 5:OO PM 
4:40 PM 5:42 PM 
6:20 PM 7:21 PM 
8:19 PM 9:20 PM 

Embraer EMB 120 Brasilia 
Embraer EMB 120 Brasilia 
Embraer EMB 120 Brasilia 
Embraer EMB 120 Brasilia 
Embraer EMB 120 Brasilia 
de Havilland DHC-8 Dash 8 
Embraer EMB 120 Brasilia 
Embraer EMB 120 Brasilia 
Embraer EMB 120 Brasilia 



The non-stop service through Seattlemacoma on Horizon Air (Alaska Airlines) provides one- 
stop, online service to 37 destinations across the United States and Mexico. The Seattlemacoma 
service also offers one-stop, “off-line” service to 35 destinations. SkyWest Airlines (Delta 
Connection) service through Salt Lake City offers 61 one-stop, online destinations across the 
United States, Mexico, and Canada. 50 one-stop, “off-line” destinations are offered through the 
Salt Lake City service. 

Historical Air Service 
Since 1991, SkyWest Airlines (Delta Connection) and Horizon Air (Alaska Airlines) have 
provided service from Friedman Memorial Airport. Until December 1997, Horizon Air provided 
non-stop service from Friedman Memorial Airport to Seattlemacoma International Airport and 
Boise Airport. Horizon Air dropped Boise service from their schedule in December 1997. 
However, through a revenue-guarantee agreement with the Sun ValleyNood River Valley 
business community, Horizon Air provided Boise service between December 1999 and April 
2000 and again from December 2000 through April 2001. Both of these initiatives were 
successful and the service operated without subsidy. SkyWest Airlines, operating at Friedman 
Memorial Airport as the Delta Connection, has served a single market, Salt Lake City, from 
Friedman Memorial Airport the entire time that they have been in the Sun ValleyNood River 
Valley market. 

Factors That Have Affected Air Service 
Friedman Memorial Airport is an operationally challenging airport. The airport’s field elevation 
is 5,300 ft. and it has a single 6,600 ft. runway. The airfield is located in a valley with 
mountainous terrain on both sides of the runway. Additionally, the terrain requires that larger 
aircraft land to the north and depart to the south. Instrument approaches at Friedman Memorial 
Airport are problematic due to the high Minimum Descent Altitude (MDA). During winter 
months, many flights must divert to another airport due to low visibility conditions. Summer 
operations are weight-restricted due to the higher density altitude caused by warmer 
temperatures. 

In short, Friedman Memorial Airport is a high altitude airport with a relatively short runway that 
is located in a mountainous area. These conditions severely limit the commercial aircraft that 
can operate in the Sun ValleyNood River Valley market. In this regard, it is important to 
understand that there are only a handfil of commercial aircrafi that, from an operational and 
proj2ability standpoint, can operate in this restricted environment. The difficult operating 
environment for aircraft is the most significant factor hampering development of air service to 
this rural Idaho community. 

The Friedman Memorial Airport Authority and the BCATAG understand the importance of the 
airport to the community and have aggressively worked to secure facility improvements and 
changes to aircraft operating procedures that will reduce operating restrictions at the airport. 
Most recently, they secured FAA support and funding for installation of a Transponder Landing 
System (TLS) that will reduce the MDA for aircraft during periods of reduced visibility. 
Installation of the TLS is expected to begin later this month, April 2002. 



Previous Air Service Efforts 
In August of 2001, the Sun ValleyKetchum Chamber & Visitors Bureau and the Sun Valley 
Company, through the BCATAG, jointly funded an on-site survey of six Sun ValleyrWood River 
Valley area travel agencies, which was conducted by consultants. A total of 2,444 airline tickets 
were tabulated and included in a Ticket Lift Survey report. Airline ticket information was 
collected for the months of November 2000 and January and February of 2001. 

In addition to the Ticket Lip Survey, the Sun ValleyKetchum Chamber & Visitors Bureau and 
the Sun Valley Company, through the BCATAG, jointly funded an Air Service Evaluation, 
which was conducted by consultants. The goals of the project were to provide information to 
maintain existing commercial air service at Friedman Memorial Airport and to explore ways to 
make improvements in air service for the community. The Air Service EvaEuation was divided 
into three primary areas: 

1. Incumbent Airline Evaluation - This section evaluated each incumbent airline’s financial 
performance in the Sun ValleyrWood River Valley market, each airline’s plans for Sun 
ValleyrWood River Valley service, and their respective aircraft fleets. 

2. Market Analysis - This section provided an analysis of the Sun ValleyrWood River 
Valley air passenger market. This task included an analysis of the historical passenger 
traffic, passenger leakage to other airports and a survey of existing studies on Sun 
ValleyrWood River Valley’s tourism industry. 

3. Air Service Omortunities and Priorities - This section provided an evaluation of airlines 
and aircraft that have the ability to serve Sun ValleyrWood River Valley to/from key 
destinations and provided recommendations for a best fit. 

The top recommendation of the Air Service Evaluation was Horizon Air, Dash 8-Q400, service 
to/from Sun ValleyrWood River Valley and Los Angeles andor San Jose. This recommendation 
supports the air service Action Plan presented in this application. 

In the spring of 2001, the Sun ValleyKetchum Chamber & Visitors Bureau and the Sun Valley 
Company, through the BCATAG contracted with an outside consultant to evaluate the feasibility 
of Great Plains Airlines service between Sun ValleyrWood River Valley and Los Angeles, San 
Jose, and Oakland. Great Plains Airlines operates the Fairchild Dornier 3285, an aircraft that 
performs exceptionally well at high altitude and could operate within the confines of the 
Friedman Memorial Airport. 

Subsequently, the parties mentioned above entered into negotiations with Great Plains Airlines 
management for service to/from Sun Valley - Los Angeles. Unfortunately, Great Plains Airlines 
was in a start-up mode and had only two aircraft. As a result, their fixed costs were 
exceptionally high, which resulted in a high block hour rate. Although these discussions did not 
result in new service at Friedman Memorial Airport, the community remains interested in 
working with Great Plains Airlines at a future date. 



4. Community Profile 

Airport Catchment Area 
The destination resort communities of Ketchum and Sun Valley are located in Central Idaho, at 
the northern end of the Wood River Valley. The towns of Hailey and Bellevue lie 11-14 miles to 
the south and are home to a majority of the residents of Blaine County. To the north lies the 
750,000-acre Sawtooth National Recreation Area. Sun Valley is the site of America’s first 
destination ski resort, built in 1936, and the area has been a popular vacation destination for the 
past 60 years. 

Ketchum, located one mile east of Sun Valley, is a historic mining town that now serves as the 
commercial hub of shops, restaurants, art galleries, theatres, museums and lodging for the area. 
Tourism is the main economic force in the area, although there has been significant growth in 
recent years in high-tech and other non placed-based industries. 

The Friedman Memorial Airport catchment area’ includes two counties, Camas and Blaine. The 
Boise Air Terminal to the west (154 miles), Magic Valley Regional Airport (64 miles) and 
Pocatello Regional Airport to the south (150 miles), and Idaho Falls Regional Airport to the east 
(140 miles) reduces the potential catchment area for Friedman Memorial Airport. 

Friedman Memorial Airport 
Catchment Area Population 

1 Blaine 18,96 1 95.5% 
2 Camas 89 1 4.5% 
Total 19.852 100.0% 
Source: Woodr & Poole, Inc. 

Economic & Demovraphic Indicators 
The economy of the Sun Valley/Wood River Valley is largely based on tourism. In the winter, 
visitors come to enjoy snow skiing at Sun Valley, as well as snowmobiling, cross-country skiing 

’ An “airport catchment area” is the geographic area surrounding an airport from which that airport can 
reasonably expect to draw passenger traffic. The airport catchment area is sometimes called the service area. 



and ice-skating. Summer visitors enjoy golf, tennis, fishing, camping, hilung, river rafting, and 
summer music and arts festivals. 

Peak Periods: 
Winter - Christmas week and Washington's Birthday week 
Summer - Fourth of July weekend and Labor Day weekend 
Estimated number of visitors - 

91,000 winter guests 
130,000 summer guests 

Given that the Sun ValleyNood River Valley area is primarily a tourism market, a significantly 
higher percentage of passengers utilizing the Friedman Memorial Airport originate from a 
remote location with Sun ValleyNood River Valley as their destination. As such, the economic 
and demographic analysis, although useful in understanding the air service market, is not the 
basis of support for the proposed service. 

The Friedman Memorial Airport catchment area economic and demographics was assessed and 
compared to other Idaho airports based on six leading economic and demographic indicators: 

Population 
Employment 
Total Earnings 
Manufacturing Earnings 
Retail Sales 
Personal Income 

In comparison to the five other commercial air service airports in the state of Idaho, the 
Friedman Memorial Airport catchment area is ranked sixth in all six of the economic and 
demographic indicators. This is due to its relatively small catchment area and the proximity of 
Boise, Twin Falls, Pocatello and Idaho Falls airports. 

Idaho Airport Catchment Area Comparisons 
2001 Statistics 

Manufact. Retail Personal 
Rank Airport Catchment Area Population Employment Earnings Earnings Sales Income 

(OOO'S) ("s) ("S) (OOO'S) 

1 Boise 586,470 377.765 $10,563,025 $2,212,783 $6.241.274 $14.526.795 
2 Idaho Falls 165.070 100,420 $2,427,015 $118,075 $1,563,297 $3.175.501 
3 Pocatello 158,017 82,905 $1,951,824 $329,397 $1,275,982 $2,985,864 
4 Twin Falls 143,276 85,034 $2,022,317 $248,806 $1,498,653 $2,932.u)0 
5 Lewiston 90,762 52,581 $1,241,604 $254,373 $886,516 $1,979,590 

I6 sun valleymood River Valley 19,852 1 8 W  $472,403 $18,969 $305,647 $765,670 

Total Idaho 1,163,447 717,265 $18,678,188 $3,182,403 $11,771369 $26,365,620 
Source: Woods & Poole. Inc., Mead & Hunt, Inc. 



Area Businesses 
The Sun ValleyWood River Valley area attracts a well-educated and highly skilled work force. 
With one of the fastest-growing populations in the state, the Sun ValleyWood River Valley has 
11,843 people in the work force within commuting distance, with most workers earning their 
living in service and retail industry. Many of the workers average less than 30 minutes 
commuting to work, a distinct advantage in the age of the traffic jam. 

Blaine County Businesses by Staff Sue B l a h  County Top Jobs by Category 

service 

k s s t h m 4  

Rdail 

The major employers in the Sun ValleyWood River Valley include: Sun Valley Resort, Elkhom 
Resort and Golf Club, Power Engineers, Inc., St. Luke's, Marketron, Inc., Smith Sport Optics, 
Inc., Wood River Medical Center, Blaine County School District, Blaine County, and the U.S. 
Forest Service. Tourism provides the base for most employment in the valley. Ski related tourist 
activities and lodging offer seasonal jobs in the winter. Summer, spring and fall employment is 
more diverse, including construction and landscaping, in addition to warm weather tourism- 
related activities including tennis, golf, fishing and river rafting. The majority of businesses in 
the community are small sole proprietor retail and service establishments. 



5. Market Analysis 

Proximitv to Competing Airport 
The closest airport for residents and visitors of the HaileyKetchum area is Friedman Memorial 
Airport. However, there are five other airports within driving distance of the Sun ValleyNVood 
River Valley. The largest of the competing airports, Salt Lake City International Airport, is 297 
miles from the Hailey/Ketchum area, or 5 hours driving. Boise Air Terminal is 154 miles from 
the HaileyKetchum area, or 2.5 hours driving. Other competing airports include Magic Valley 
Regional Airport (approx. 65 miles), Idaho Falls Regional Airport (approx. 140 miles), and 
Pocatello Regional Airport (approx. 150 miles). 

Historical Passenper Data 
Total origin and destination passenger traffic has fluctuated significantly over the past eight 
years, from a low for the year ended September 30, 1994 of 116,710 to a high for the year ended 
September 30, 2000 of 133,690. Passenger traffic decreased from the 2000 levels by 12.5%, to 
118,850 for the year ended September 30, 2001. In all cases, traffic fluctuations have been the 
result of service changes and not passenger demand. 

Based on U.S. Department of Transportation airline report data, Seattlenacoma has been the top 
origin and destination market at Friedman Memorial Airport for the past eight years. Los 
Angeles was the second largest origin and destination market for the past eight years. The Los 
Angeles market has experienced an average annual increase of 2.1 % since 1994. Airline revenue 
for the Los Angeles market has ranked second to Seattlenacoma, except for the year ended 
September 30, 1998, when Los Angeles ranked as the top origin and destination revenue market. 



Top 10 Origin 8z Destination Passenger Airports at Suo Valley 
Year Ended September 30,2001 

** &hr*ersinyrIbwhavrmttstop srvicefraSun Vulky. 

Ticket Lift Survev Results 
In August of 2001, the Sun Valleymetchum Chamber & Visitors Bureau and the Sun Valley 
Company, through the BCATAG, jointly funded an on-site survey of six Sun Valley/Wood River 
Valley area travel agencies, which was conducted by consultants. A total of 2,444 airline tickets 
were tabulated and included in the Ticket Lift Survey. Airline ticket information was collected 
for the months of November 2000 and January and February of 2001. 

The Ticket Lift Survey estimated that 61.9% of travelers originating from the Sun Valley/Wood 
River Valley area use Friedman Memorial Airport. 32.1% drive to Boise to access air service 
and 5.9% drive to Twin Falls to access air service. Twin Falls service is limited to five daily, 
Delta Connection flights to Salt Lake City. No travelers in the survey of 2,444 tickets originated 
travel in Idaho Falls, Pocatello or Salt Lake City. 

Airport Use by Community 

Percent 7 1 .O% 22.9% 6.1% 
Hailey Passengers 523 465 60 1,048 

Percent 49.9% 44.4% 5.7% 
Total Passengers 1,514 785 145 2,444 1 Percent of TOM Sample 61.9% 32.1% 5.9% 100.0%1 

The Ticket Lift Survey determined that the number one destination for the Sun Valley/Wood River 
Valley area passengers was Los Angeles, with 9.3% of the total. 



Top 10 Destinations 

Ticket Lift 
determined 

1 Los Angeles, CA 228 9.3% 
2 San Francisco, CA 134 5.5% 

4 San Diego, CA 114 4.7% 
3 SeattlefI'acoma, WA 126 5.2% 

5 Las Vegas, NV 93 3.8% 
6 Denver, CO 88 3.6% 
7 Phoenix, A Z 84 3.4% 
8 Salt Lake City, UT 71 2.9% 
9 San Jose Del Cabo, Mexico 68 2.8% 
10 Portland, OR 54 2.2% 
Total Top 10 1,060 43.4% 
Total Top 25 1,552 63.5% 
Total Top 50 1,96 1 80.2% 

Survey results were grouped by the FAA sanctioned geographic regions. It was 
that over 56% of the Sun ValleyNood River Valley area passengers travel to/from 

the west and northwestern United States. The fact that Los Angeles was identified as the number 
one market for the region and the concentration of travel in the west and northwest were 
important factors in selecting Horizon Air as the target airline for this air service initiative. 

Regional Distribution of Air Travel 

Sun Valley Pax 594 265 197 130 89 94 74 51 15 5 1,514 
% 39.2% 17.5% 13.0% 8.6% 5.9% 6.2% 4.9% 3.4% 1.0% 0.3% 

Boise Pax 266 163 137 66 58 20 38 13 24 785 
% 33.9% 20.8% 17.5% 8.4% 7.4% 2.5% 4.8% 1.7% 3.1% 

Twin FaUs Pax 73 27 9 15 6 3 4 4 4 145 
% 50.3% 18.6% 6.2% 10.3% 4.1% 2.1% 2.8% 2.8% 2.8% 

Total Passengers 933 455 343 211 153 117 116 68 43 5 2.444 
Total Percent 38.2% 18.6% 14.0% 8.6% 6.3% 4.8% 4.7% 2.8% 1.8% 0.2% 

The Ticket Lzjl Survey also reviewed the airlines that air travelers from Friedman Memorial 
Airport catchment area used most frequently. It was determined that 73.4% of the Sun 
ValleyNood River Valley area passengers use Delta Air Lines and it's code share partners, 
while 12.2% used Alaska Airlines/Horizon Air. The proposed Horizon Air service will improve 
service and provide a higher level of competition to key Sun ValleyNood River Valley markets, 
Los Angeles and San Francisco. 



Airlines Used by the Friedman Memorial Airport Catchment Area 

1 LosAngcksCA 
2 sanFrplrlr4cA 
3 h M a c o m s , W A  
4 sPnD&go,CA 
5 h V " V  
6 Denver,CO 
7 phocnix,Az 
8 SaltLpkeQb,UT 
9 
10 PorU.nd,OR 
Total Top 10 
Total Top 50 
Total Survey 

Spn J o s  Del Cab, Mexico 

Pax - 
185 
112 
44 

97 
78 
74 
67 
69 
25 
18 

769 
1,452 
1,795 

- - - 
- 

85.1% 2.6% 
83.9% 1.1% 
84.1% 14 
79.8% 1 

73.4%1 298 I l23%l 189 

% 

1.391 
14.2% 

- 

12.391 
1.1% 

15.991 
I ,291 

- 
4.9 9i 

7.5 9i 
7.7 9i 

7 - 
- 

% 

0.49 
- 

19.09 

36.89 

- 
4.091 
3.291 
3.0 91 

- - 
- 

71 

54 
1,060 

~ ~~~ 

Within Idaho, there are five airports that air travelers can reasonably use to travel between the 
Sun ValleyNood River Valley area and Los Angeles. With the single exception of Pocatello, 
Friedman Memorial Airport consistently has higher airfares to/from Los Angeles than any of the 
other three Idaho airports. In short, it costs more to fly between the Sun ValleyNood River 
Valley and its most important market, Los Angeles, than it does to fly between other 
communities and Los Angeles. The proposed air service will reduce the average, one-way 
airfare between the Sun ValleyNood River Valley and Los Angeles to $130. Only Boise has a 
lower airfare to/from Los Angeles. This reduction in ticket price will stimulate air travel 
between these two communities and in doing so will stimulate the Sun ValleyNood River 
Valley's tourism based economy. 

Average Airfares Between Idaho Airports and Los Angeles (LAX) 
(One-way Airfares) 

Sun Valley 

Idaho Falls 

$ 194.20 $ 158.31 

$ 168.92 $ 166.72 

$ 173.31 $ 148.93 

$ 152.86 $ 135.60 

$ 108.37 $ 87.34 

$ 125.52 $ 103.06 

$ 153.68 

$ 152.25 

$ 135.57 

$ 144.06 

$ 83.17 

$ 96.66 

$ 163.73 

$ 155.30 

$ 148.19 

$ 148.36 

$ 93.68 

$ 107.91 

$ 187.54 

$ 159.44 

$ 145.21 

$ 148.08 

$ 95.88 

$ 111.30 

$ 177.34 

$ 155.81 

$ 147.03 

$ 140.21 

$ 99.41 

$ 110.78 

$ 184.91 

$ 160.82 

$ 158.93 

$ 145.73 

$ 104.89 

$ 116.31 

$ 178.31 

$ 173.26 

$ 155.80 

$ 150.62 

$ 104.71 

.R 115.95 

Source: U.S. Department of Transportation 

In summary, the Ticket Lift Survey identified the Los Angeles market as the number one origin 
and destination market for the Sun ValleyNood River Valley area. In addition, the west and 
northwest regions are the top two demand regions for the Sun ValleyNood River Valley area. 
The proposed Horizon Air service will provide access and increased competition to these 
markets located in the west and northwest region, particularly the top demand point, LAS 
Angeles. 



6. Action Plan 

Public-Private Partnership 
The City of Hailey, Idaho and Blaine County, Idaho are the owners/sponsors of the Friedman 
Memorial Airport (SUN). These two organizations are represented by the Friedman Memorial 
Airport Authority, consisting of two (2) city, two (2) county and one (1) independent 
representative. The BCATAG is a private organization created for the purpose of supporting air 
service initiatives and related facility improvement efforts at Friedman Memorial Airport. The 
following are members of the BCATAG: 

Baird, Rick Friedman Memorial Airport Airport Manager 
Blanchard, Tom 
Charlat, Maurice 
Davis, Rick 
Fairfax, Ron 
Fenton, Dick 
Hinson, David 
Huffman, Wally 
Lindley, A1 
Mix, Mary Ann 
Parke, Dan 

Renick, Lud 
Waller, Carol 
Walsh, Susan 

Plott, Lany 

City of Bellevue resident, former Airport Authority member 
City of Ketchum Council member 
Hailey City Council member 
Hailey Chamber of Commerce 
Sun Valley/Ketchum Chamber & Visitors Bureau Board member 
City of Ketchum resident and former Administrator of the FAA 
Sun Valley Company General Manager 
City of Hailey Mayor 
Blaine County Commission Chair, Friedman Memorial Airport Authority Chair 
City of Carey Council member 
City of Bellevue resident 
City of Sun Valley City Council member 
Sun Valley/Ketchum Chamber & Visitors Bureau Executive Director 
Power Engineers 

For the purpose of this application, the City of Hailey, Idaho, Blaine County, Idaho, the 
Friedman Memorial Airport Authority and the BCATAG have formed a public-private 
partnership. Collectively, this partnership is committed to completing the Action Plan outlined 
herein. As one of the grant sponsors, the City of Hailey, Idaho will execute all federal grant 
offers and process all associated reimbursement requests. Mayor A1 Lindley and Rick Baird, 
Friedman Memorial Airport Manager, are the local contacts for this application. 

Proiect Goals 

0 

0 

0 

0 

Stimulate year-round travel between Blaine County and its number one destination, Los 
Angeles. 
Balance the seasonality of the local economy by improving year-round movement of 
people between Blaine County and Los Angeles. 
Improve the air service options available at Friedman Memorial Airport, an airport that is 
significantly restricted by airfield elevation and mountainous terrain. 
Reduce the number of air travelers that must drive 154 miles to Boise to access lower 
airfares and non-stop service. 



The proposed non-stop service between Los Angeles and Sun ValleyNood River Valley will 
have a significant positive impact on the Sun ValleyNood River Valley communities, as 
well as the adjacent communities in the region. Improved air access from such an important 
geographic market will have a strong economic impact because it will provide residents, 
business travelers, educators and visitors with better, more convenient access and lower 
prices through increased competition. Better air access will also benefit this remote, rural 
community by providing new opportunities for educational and cultural enrichment. 

The Wood River communities would not expect this grant to meet all the needs of our 
communities for increased air access. We would also not expect to continue with the revenue 
guarantee past the initial one-year period outlined herein. Based on our extensive research 
on the market and backed by our comprehensive plan for marketing support, we fully 
anticipate this service will be able to continue on its own, profitably, after the initial one-year 
start-up period. 

Proposed Service 
The proposed air service includes once daily non-stop, round-trip service to Los Angeles, 
Califomia using Horizon Air’s (Alaska Airlines) seventy-seat Dash 8-4400 aircraft. The 
scenario utilizes one aircraft approximately 5 block hours per day. The proposed schedule 
provides 980 seats weekly to Sun Valley/Wood River Valley passengers. The proposed schedule 
takes advantage of Horizon Air’s relationship with Alaska Airlines. The schedule allows for at 
least one daily connection* to five west coast markets, including Eugene, Medford, Portland, 
Seattle, and San Francisco. Service will begin on December 18,2002. 

Proposed Schedule by Horizon Air 

7 SUN - LAX 11:40 AM 1: lO PM 
7 LAX - SUN 1:40 PM 520 PM 

Service Proposal & Analysis 
The Sun ValleyKetchum Chamber & Visitors Bureau and the Sun Valley Company, through the 
BCATAG, jointly funded the preparation of the pro-forma analysis for Horizon Air shown 
below, which was prepared by consultants. Horizon Air prepared a separate in-house analysis 
with similar results. The pro-forma analysis included the operating and market assumptions 
detailed below: 

Horizon Air will capture passengers from the Los Angeles area as well as a percentage of 
passengers from the Orange County (25%), Ontario (25%) and Burbank (75%) areas; 
25% of those passengers currently using Boise Air Terminal will continue to use Boise 
regardless of the service provided at Friedman Memorial Airport; 

Connecting flights are those within 30 to 150 minutes from the time of arrival or departure of Sun Valley 
flights. 



0 Horizon Air’s market share will be slightly less than its market share to SeattleDacoma, 
85% versus 95%, of the Los Angeles market due to more competition in the Los Angeles 
market by SkyWest (Delta Connection); 
The Los Angeles market will be stimulated 100% by the non-stop service; 
Horizon Air has set the SUN-LAX average airfare at $130 one-way; 
Horizon Air’s fully allocated cost per flight is estimated to be $1 1,387 round trip between 
Sun ValleyNood River Valley and Los Angeles; 
Load factors have been capped at 80%. 

0 

0 

0 

0 

The consultant has been conservative in estimating Horizon Air traffic to Los Angeles. The 
following markets / passengers were excluded from the analysis: 

0 

0 

0 

Passengers connecting through Los Angeles to other domestic destinations; 
Passengers connecting through Los Angeles to international destinations, although 
Alaska has an extensive network to Mexico; 
Interline traffic to points that are not served by AlaskaHorizon (i.e., Delta, United, etc.) 

Based on the above, it is estimated that Horizon Air will capture 32,695 passengers annually in a 
mature market, with a load factor of 64.0%. The following is a summary of the pro-forma 
analysis: 



Pro-Forma Analysis of SUN-LAX Service by Horizon Air 
Mature Market 

US DOT Reported Paxs - LAX 
US DOT Reported Paxs - SNA 
US DOT Reported Paxs - ONT 
US DOT Reported Paxs - BUR 
Subtotal US DOT Paxs 
SUN Retention Factor 
SUN Market O&D Pax 

SUN Paxs Leaked to BO1 
BO1 Retention Factor 
SUN O&D Paxs Lost to BO1 
Total SUN Market Paxs Available 

LA Area Share of Traffic - LAX 
LA Area Share of Traffic - SNA 
LA Area Share of Traffic - ONT 
LA Area Share of Traffic - BUR 

Total SUN Market Paxs Available - LAX 
AS Market Share SUN - SEA 
SUN - LAX Adjustment 
AS Market Share SUN - LAX 
AS Total SUN P ~ X S  - LAX 

Circuity Factor 
AS Share Circuity Adjusted 

Horizon Air Share at SNA 
Horizon Air Share at ONT 
Horizon Air Share at BUR 

Estimated Total Horizon Air Pax 

SUN - LAX Fare 
Projected AS Revenues 

Miles from SUN - LAX 
Projected AS RPMs 
Projected AS Yield / RPM 

Cost Per Round Trip* 
Breakeven Revenues 
Breakeven Passengers 

(v+n+x+p)  

12,790 
6,400 
1,240 

50 
20,480 
71.5% 

28,643 

8,163 
25.0% 
2,041 

26,603 

64.43% 
14.28% 
12.33% 
8.96% 

17,139 
95.0% 
10.0% 
85.0% 

14,568 

200.0% 
29,136 

949 
820 

1,789 

32,695 

$130.00 
$4,250,294 

696 
22,755,418 

18.684 

$11,387 
$4,156,255 

31.971 
Breakeven Load Factor 1.1111171) 2 i O F i  62.6% 
Projected Load Factor ,ii I i / ( 70  2 .~(61 64.0% 
Projected Surplus :ik ~; ih - i ig l  $94,039 

* Cost per round-trip includes a 10% margin. 



Seasonality / Ramp-Up of Service 
In the previous pro-forma analysis, the passenger projections were based on a mature market, 
i.e., enplanements would be at 100% on the first day of service. However, it is unrealistic to 
expect a mature market on day one. The following table breaks down the passenger 
projections for the first twelve months with service beginning on December 18,2002: 

December 18-3 1 
January 
February 
March 
April 

June 
July 
August 
September 
October 
November 

May 

3.0% 
7.4% 
7.5% 

11.4% 
6.9% 
4.8% 
8.6% 

11.6% 
13.1% 
10.4% 
6.8% 
4.9% 

966 
2,418 
2,458 
3,738 
2,243 
1,559 
2,812 
3,796 
4,285 
3,415 
2,222 
1,610 

65 .O% 
67.7% 
73.1% 
75.8% 
78.5% 
8 1.2% 
83.8% 
86.5% 
89.2% 
9 1.9% 
94.6% 
97.3% 

628 
1,637 
1,796 
2,832 
1,760 
1,265 
2,358 
3,285 
3,823 
3,139 
2,102 
1,567 

14 
31 
28 
31 
30 
31 
30 
31 
31 
30 
31 
30 

1,960 
4,340 
3,920 
4,340 
4,200 
4,340 
4,200 
4,340 
4,340 
4,200 
4,340 
4,200 

December 1-17 3.6% 1,173 100.0% 1,173 17 2,380 
(TOW 100.0% 32,695 27,366 51,100 I 

At the initiation of service, it is estimated that Horizon Air will realize 65% of the potential 
passengers in a mature market. For each subsequent month, it is assumed that Horizon Air 
will increase realization by 2.7% per month until the 12th month of service, which is 
assumed to be a mature market. 

The passenger projections calculated in the table below have been adjusted for passenger 
spillage. Passenger load factors have been restricted to 80% of capacity. 

December 18-31 
January 
February 
March 
April 

June 
July 
August 
September 
October 
November 

May 

32.0% 
37.7% 
45.8% 
65.3% 
4 1.9% 
29.1 % 
56.1% 
75.7% 
88.1% 
74.7% 
48.4% 
37.3% 

32.0% 
37.7% 
45.8% 
65.3% 
41.9% 
29.1% 
56.1% 
75.7% 
80.0% 
74.7% 
48.4% 
37.3% 

628 
1,637 
1,796 
2,832 
1,760 
1,265 
2,358 
3,285 
3,472 
3,139 
2,102 
1,567 

$81,645 
$2 12,746 
$233,5 19 
$368,208 
$228,775 
$164,434 
$30632 1 
$427,041 
$45 1,360 
$408,134 
$273,298 
$203,705 

$159,418 
$352,997 
$318,836 
$352,997 
$341,610 
$352,997 
$341,610 
$352,997 
$352,997 
$341,610 
$352,997 
$341,610 

-$77,773 
-$140,25 1 
-$85,3 17 
$15,211 

-$112,835 
-$188,563 
-$35,089 
$74,044 
$98,363 
$66,524 

-$79,699 
-$137,905 

December 1-17 49.3% 49.3% 1,173 $152,524 $193,579 -$41,055 
ITotal 53.6% 53.6% 27,366 $3,511,911 $4,156,255 -$644,3441 



Total revenues adjusted for seasonality, ramp-up period, and passenger spillage for the first 
year of service total $3.5 million. This represents a shortfall of $644,344 for the first year of 
service. Friedman Memorial Airport proposes and Horizon Air has agreed to cap the subsidy 
at $600,000 for the first year of service. 

Action Plan Elements 
The goal of this Action Plan is to address issues associated with the proposed Sun ValleyNood 
River Valley - Los Angeles service that are critical to the long-term success of that service. In 
this regard, this Action Plan addresses two areas: 

1. Marketing 
2. Airline Start-up Support 

1. Marketing: The target market for the proposed air service falls into two categories: (1) 
people living in the Los Angeles area and/or another community that has air service to 
Los Angeles International Airport (LAX) that connects to the proposed air service that 
may be interested in visiting Sun Valley/Wood River Valley for recreation or business 
purposes and (2) local Sun ValleyNood River Valley residents that for business or 
personal reasons travel to/from Los Angeles or other destinations that can be reached by 
connecting at LAX. 

Target Audience 
Sun Valley/Wood River Valley is a year-round destination resort community that 
depends on tourists/business travelers to help the local economy, i.e., restaurants, 
shops, recreation providers, etc. Non-stop air service between Los Angeles and Sun 
ValleyNood River Valley will provide the opportunity to increase marketing efforts 
in the Southern California market. The Southern California target audience includes 
Frequent Individual Travelers (FIT), groups, businesdconventions, and destination 
travelers. 

In addition to the Southern California market, 10-15% of the marketing dollars 
identified in the Action Plan budget will be used to market to the local residents. 

It is estimated that 60-70% of the marketing dollars will be spent prior to the launch 
of the new service to market to these target audiences and will continue to market 
service throughout the year with the remaining 30-40%. 

Media Mix and Budget 

Direct Sales: $15,000 
0 

0 

Parker Pacific and Sun Valley sales representatives 
Sun Valley CVB and community promote air service with Alaska Airlines’ 
agents in Los Angeles area 



0 Corporate Meeting Planner / Travel Agent Familiarization Tours / Ski Groups 

Direct Mail: $40,000 
0 

0 

0 

Mail postcard to Horizon AidAlaska Airlines' lists, Sun Valley Resort, Sun 
ValleyKetchum CVB, and part-time resident lists in Los Angeles area 
Inserts to Alaska AirlineskIorizon Air mailings 
Promote in Sun Valley Resorts direct mail newsletter 

Print Advertising: $70,000 
0 Newspaper ads (LA times) 
0 LAMagazine 
0 Sunset - S. California 
0 Conde Nast Traveler 
0 Travel and Leisure 

Horizon Air and Alaska Airlines in-flight magazine 

Internet Marketing: $10,000 
0 

0 

0 Banner addother advertising opportunities 

Promote on all area web sites and Horizon AidAlaska Airlines' Site 
Promote in Sun ValleyKetchum CVB e-newsletter and Horizon AidAlaska 
Airlines' e-newsletter 

Other: $30,000 
0 

0 

Local 
0 

Banner for Horizon Air in airports (Friedman Memorial Airport and Los 
Angeles International Airport) 
Radio advertising in Los Angeles market: Metro traffic reports. These are the 
25-30 word blurbs after traffic reports that run at many different stations. 

dvertising: $10,000 
Ads in local papers (to inform local residents & business travelers) 

Horizon AidAlaska Airlines will partner by offering: 
1. 

2. 

3. 

4. 
5. 

Representation from Alaska Airlines' 6 Southern California sales people to 
the level that they would sell any other Alaska Airlines or Horizon Air 
destination. 
Sun ValleyNood River Valley non-stop service specifically called out in 
Alaska Airlines' Southern California print advertising. These are usually fare 
special ads. 
Logistical support through Alaska Airlines' sales for finding travel agencies 
most likely to sell the service. 
Extension of competitive wholesaler net rates. 
Awareness building support through Horizon Air and Alaska Airlines' 
magazines, websites, and through communication to the Mileage Plan 
database. Consideration (Mileage Plan would have to agree) to offer "mileage 
burn off" specials in the off or shoulder seasons (i.e. round-trip ticket for 
15,000 miles instead of 20,000 miles). 



6. Cooperation from Horizon Air by way of airline seats for any awareness 
building media promotions (radio listener contests, etc.) 

2. Airline Start-up Support 
The pro-forma projections associated with the proposed air service are based on a mature 
market. However, it is estimated that it will take twelve months for passenger projections 
associated with the proposed air service to reach maturity and match pro-forma 
projections. The Horizon Air service is planned to begin December 18, 2002. 
Accordingly, December 2002 passenger traffic and revenue is estimated to be 65% of 
pro-forma projections. Passenger and revenue projections are expected to grow 2.7% per 
month between December 2002 and December 2003. At the end of the ramp-up period, 
December 2003, passenger and revenue projections are estimated to match the mature 
market projections shown in the pro forma. The revenue shortfall for the twelve-month 
ramp-up period is estimated to be $644,344. Horizon Air staff and the applicant’s 
consultants have studied this air service proposal. It is the consensus that the proposed 
service will be self-sustaining no later than the end of the first twelve months of service. 

The public-private partnership proposes to provide Horizon Air with ramp-up subsidy for 
the first twelve months of service. Sun Valley Company will be entering into a contract 
with Horizon Air to provide the subsidy with a cap of $600,000 for the first year of 
service. The contract associated with the proposed subsidy is between Horizon Air and 
the Sun Valley Company. This contract stipulates a one-time reimbursement due at the 
end of the twelve-month contract period. In terms of mechanics, Horizon Air will 
invoice the Sun Valley Company for any short-fall (not to exceed $600,000) and Sun 
Valley Company will in turn invoice the Sponsor for reimbursement. 

To support the proposed service, the Sun Valley Company will provide shuttle bus 
service for passengers on flights that are diverted to Magic Valley Regional Airport 
(Twin Falls, Idaho) for missed approaches during low visibility conditions at Friedman 
Memorial Airport. Typically, 10% of scheduled flights into Friedman Memorial Airport 
are diverted for weather related reasons. However, actual experience with the proposed 
service may be significantly improved due to the installation of the new Transponder 
Landing System (TU).  The Action Plan budget includes an estimate, $36,000, for 
shuttle bus services. 



Action Plan Budget 

Friedman Memorial Airport 
Small Community Air Service Development Pilot Program 

Action Plan Budget 

M2UketiIlg: 
AdvertisingPromotion 

Airline Start-up Support: 
12-Month Subsidy Maximum 
night Diversion Bussing Costs (Estimate) 

Action Plan Stpffing: 
Airport Staff $ 12.500 
Sun Valley/Ketchum Chamber of Commerce 
Sun Valley Company 
Program Administration 

Action Plan Research 
2001 ResearcWStudies 

Grant Application: 

$ 

600,000 
$ 

S 
S 
$ 

$ 

a 

175,000 $ 

$ 
36,000 $ 

S 
23,000 S 
.76,000 s 
25,000 $ 

25,143 $ 

175,000 

600,000 
36,000 

12.500 
24.000 
30,000 
25.000 

25,743 

Consulting Services 10,000 $ 10,000 

Percent of Project 1.3% 633 % 35.1% 100.0% 
Total $ 12300 $ 600,000 $ 331,743 $ 944,243 

Action Plan Staffing 
To complete the Action Plan as proposed, Friedman Memorial Airport Authority plans to utilize 
two Airport employees: Airport Manager (10%) and Airport Administrative Assistant (20%). 
No additional staff will be hired to assist with the Action Plan. The Marketing Director at the 
Sun ValleyKetchum Chamber & Visitors Bureau in concert with the Sun Valley Company will 
coordinate the media mix and purchase of advertising. It is estimated that the Sun 
ValleyKetchum Chamber & Visitors Bureau marketing staff will dedicate 1,200 hours towards 
this Action Plan. In addition to production and placement of media, the Sun Valley Company 
marketing staff will make monthly marketing trips to the Los Angeles area for the purpose of 
promoting the proposed service. Monthly expenses associated with this effort are estimated at 
$3,000. The firm of Mead & Hunt, Inc. will provide consulting services associated with the 
Action Plan. 

Action Plan Research 
In 2001, the Sun ValleyKetchum Chamber & Visitors Bureau and the Sun Valley Company, 
through the BCATAG, initiated research associated with the Sun Valley/Wood River Valley air 
travel market. The task was to analyze the strength of the market and evaluate possible air 
service options associated with Friedman Memorial Airport. An airline Ticket Lift Survey was 
completed in August 2001. In addition to the Ticket Lift Survey, the Sun ValleyKetchum 



Chamber & Visitors Bureau and the Sun Valley Company, through the BCATAG, jointly funded 
an Air Service Evaluation, which was conducted by consultants. The goals of the project were to 
provide information to maintain existing commercial air service at Friedman Memorial Airport 
and to explore ways to make improvements in air service for the community. The top 
recommendation of the Air Service Evaluation was Horizon Air, Dash 8-4400, service to/from 
Sun Valley/Wood River Valley and Los Angeles and/or San Jose. This recommendation 
supports the air service Action Plan presented in this application. 

Facility Improvements 
Current facilities at Friedman Memorial Airport are adequate to accommodate the proposed 
service and anticipated increased passenger traffic. 



7. Performance Measurement / Action Plan Schedule 

Marketing 
The marketing program outlined herein focuses on the local Sun Valley/Wood River Valley 
market and the more remote Los Angeles market. Since virtually the entire local population 
subscribes to the local newspaper, promotion in the local market will concentrate on newspaper 
advertisements. Based on past experience, the Sun Valley/Ketchum Chamber & Visitors Bureau 
feels that advertising in the local media will achieve the desired results and it is not necessary to 
test market penetration. 

In the Los Angeles market, the Sun ValleyKetchum Chamber & Visitors Bureau and the Sun 
Valley Company will use the following to track response to marketing efforts: 

0 

0 

ReferraE Sources - Each advertising medium will be placed in the inquiry database to 
track referrals from specific marketing efforts. 
Central Reservations - Each actual reservation will be tied to the original referral source. 
Website - Web Trends software identifies the number of unique and repeat visitors to the 
site, traffic patterns, most frequented areas of the site, and other statistics. 

Air Service Performance 
The performance of the proposed air service will be tracked on a monthly and quarterly basis. 

~~ 

The purpose of tracking is twofold: (1) measure the number of passengers utilizing the new 
service and, (2) monitor airline revenue and related subsidy requirements. 

0 Monthly: Horizon Air will provide flight segments flown, on-board passengers and gross 
revenue information. This data will be compared with pro-forma projections to measure 
the performance of the program. 
Quarterly: The sponsor will aggregate year-to-date flight segments flown, passenger 
statistics and gross revenue data. Gross revenue data will be compared to the cost of 
operations to calculate the year-to-date subsidy requirement. The goal is for passengers 
and revenues to exceed the pro-forma projections and the end-of-year subsidy payment to 
be less than projected. 

0 

It is important to note that Horizon Air has agreed to provide the proposed service for a 12- 
month period and has capped the maximum subsidy obligation at $600,000. If there is a revenue 
shortfall that requires subsidy, the subsidy payment will come at the end of the 12-month service 
period. Accordingly, Horizon Air is assuming all risk should the revenue shortfall exceed 
$600,000. 



Schedule 

Action Plan Schedule and Performance Milestones 
Sun Valley - Los Angeles 

Marketing: 
Advertising & Promotion 
Track Referral Sources 
Monitor Central Reservations 
Track Website Statistics 

Horizon Air Flight Operations 

Service Performance: 
Passengers. Revenue, Flight Segment 

Quarterly Milestones: 
Passengers 
Revenue 
Subsidy Estimate 

Subsidy Payment 



8. Community Support 

Resolutions were passed by the Mayor and City Council of the cities of Ketchum, Carey, and 
Sun Valley, Idaho and Blaine County declaring support for the City of Haileymlaine County’s 
application to the U.S. Department of Transportation for support of new commercial air service 
to Friedman Memorial Airport. Additionally, the Governor of Idaho, the Idaho Department of 
Commerce, Sun Valley/Ketchum Chamber & Visitors Bureau and others provided letters in 
support of this application. The resolutions as passed and letters of support are attached for 
review. 
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SWSOLUTION " B E R  $27 

A RESOLUTTON OF TkIE .MAYOR AhD CITY COUNCTL OF THE CTY OF KETCHL'M, 
D A H O .  DECLAFUNG SLPPORT FOR CITY OF IIALEY'S APPLICATION FOR A 
W E D  STATZS DEPARTMENT OF TRANSPORTATION GRANT FOR SUPPORT OF 
NEW COWERICAL ALR SERVICE TO FRE,uTMA... A W O R T ,  TO BE Sl,%MT?ED BY 
T H E  CITY OF WAILEV, Di PARTNERSHJP UrTM THE FRE;LDMAI\' MEMOEUL 
rllPF'ORT AUTHORITY AXD THE B W  C D U "  AIR TRANSPORTATIQS 
AnVlSORY GROUP 

W H E E A S ,  the City of Ketcbum rccogmzes that conmcrcinl 81s service i s  ciitindly iipottant 
to maintaining :he cconomic health and vitality of its cily &rid ofher cities wjrhin ?he Wood R i m  
Valley of  Idaho, 

%WEREAS. the City of Ketchtun has a goal of insuring ihat Blairro County continues to 
s l r ~ n g l ~ p  commcrcial air servict from key geographic markcts; 

WHEREAS, the City of Kctchum has appointed ana of its City Council members, Maurice 
Clrulat, to a seat on h e  BJaina Coun:y Ah Tradsportatioii Advisory Crolip, to scmc &loa& with 
other represenhtiver, h m  the city of Sun Valley, Hailey, Beflcvut and Caxy, ~ B c  Friedman 
Aiiport Au!J~onry, Lhc Sun Valley/Ketchuru and Hailcy Cham'u6r6 of Commeite, local 
husincsscs and residents; 

NOW THEREFORE, BE IT RESOLVED: 

1 ~ That the City of Ketch- sapports the app!ication nf the above grant, to be submiited to 
h e  'JS Repdmcnt of Transportanon no later than April 13,2002. 

2. Thnt duly certified copies of tlxs Resolution shall be lumishd to Ibc City of Hailey to 
include with its grant applizatjon. 



WHEREAS. the CIQ of Carey rc;~dg~zca h a c  mmmcrual mr mirs is m d d y  hpmtto I n a h " g  
che economic heal& and vldity of its city and mhcr Cities 4th rhe Big and Little Wood Rrvzr Valley of 
idrho; 



RESOLUTION NO- 2002-01 

A RESOLUTION OF THE MAYOR AND CITY COUNCIL OF THE CITY OF SUW 
VALLEY, IDAHO. DECLARING SUPPORT FUR CI 1 Y OF HAILEY'S APPl CATION OF 
A UKITFD STATES DEPARTMENT OF TRANSPORTATION GRANT FOR SUPPORT 
OF NEW COMMERICAL A[R SERVICE TO FREIOMAFJ AIRPORT, TO BE 
SUBMlT+ED BY THE CITY OF HAILEY, IN PARTNERSHIP WITH THE FQ€IDMAN 
MEMORIAL AIRPORT AUTHORITY AND THE BLAINE COUNTY AIR 
TRANSPORTATION ADVISORY GROUP. 

WHEREAS, the City of Sun Valley recognizes that commercial air sewrce is crtttcal[y 
important 4o.maintaining the economic health and vitality of its city and other cities within 
the Wood River Valley of Idaho; 

WHEREAS, the City of Sun Valley has a goal of insuring that Elaine County continues 
lo strengther cnrnmercial air servke from key geographic markets; 

WHEREAS, the City of Siln Valley has eppointed one of its City Council members, Lud 
Rerlick, to a Seat on the Blaine County Air Transporlation Advrsory GrOLJp. lo 6ewe 
along with other representatives from the cities of Ketchum, Hailey. Bellevue and Carey, 
Ihe Friedman krport Authority, the Sun Valley/Ketchum and Hailsy Chambers oc 
Commerce. local busmesses and esrdents; 

NOW THEREFORE, BE IT RESOLVED: 

?. That the City of Sun Valley supports the application of t3o above grant. to be 
submitted to the US Department of Transportatim no later than April 13, 2002 

2.  That duly certifiec copres of the resolution shall be furnlshed to the City of Harley 
to include wttb its grant application. 

Passed by the City Cacncl and srgned by the Mayor this 31" day at March, 3002 

fi&".--- 
Davi F Wilson. Mayor 

(j!ii#- {Z<J --._-- yi, 
D a n  Pincattcn, City Administrator 



BLAINE COUNTY RESOLUTION aooa-  if3 
AUTHORJZATICBI 05’ USDOT GRANT APPLICATON 

WHEREAS, the Blaine Couaty Commissioners seek to promote the economic viabitity 
of the co”.iry and its citizens in balance with preservation and protection of the local 
mvimnmmt and quality of fife; and 

WIXEMM, the Blaiire County Cornmissionaxs recognize that commercial air m i c e  is 
important to maintaining the economk health and viLaSty or caurism and other ecoimmc 
activities withm the Wood River Valle);; and 

WTZEREAS, participation in goveming o f  tbe Fnedman Mcmorial Airport is one of thc 
Blaine County Commi ssjoners’ fiduciary responsibilities; and 

WEEIREAS, the Friedman Memoeal Master Plan sites specific pmieters  of 
development aad expansion at the fk-port dsbrgnned to d a n c e  use of the airport whle protecting 
neighbors of the airpod h m  ita CffeCts ,  and 

WJ€JXtEAS, the F e d d  Transportation Department has made available granl funds to 
imprave air servicc to small airports; and 

WHEREAS, an Application for a Uqited Stares Dcpdnent of Tkansportabon Grant for 
support of a new commcrcial au service to h i d m a n  Memorial Airport has been prepared for 
procurommt of sad  grant hds:  

NOW, THEREFORE BE IT RESOLVED, lhat the Blaine County Board of 
Commissioners hereby approve the Application for 6 Urjted States Department of Transportation 
Grant for support of P new commercial aiX stmice to F r i e d “  Maorid Airpofi, and authonre 
thc Chillrmm of the Blaine County Board of Co”i96ro1isrs to execwe sard Application and 
other m&als related to the Applicahon. 

SOLUTION is in fiil~. effcct upon its ad~ptim this 1sthrH day af ~pril ,  2002. 

z ,  

P 
L e. ‘ 

Sarah Michad, Commisaonef 



April 18,2002 

Read C. Van deWatcx 
Assistant Secrerary for Aviation 
and International Affairs 
U.S. D e p a r t "  of Transportation 

Dear Mr. Van dewater. 

I w u l d  appreciate any consideration you  might give to the City of Haiiey's appllcatioo 
for a 1f.S. Dep;utment of 'l'ransportatioa (Small community air service development pilot 
proyam) grant for new commercid air service to h e  Fr iehan  A i p r t .  I ~ p c q p i z e  +e 
importance of new iur service to Blame County md thc Wood River Valley, which is 
home to the world-renowned Sim Vd!q Rcsw and a floxishicg btxisn and economic 
region in the State. of Idaho 

I have charged the Idaho 3 q " e n t  of Commerce with increasing air service in OUT 

state, and this new sexvice would be 8n important step in providing improved air 
transportation to a rural area of Idaho that is a growing economic region. 

&an, thank you for your consideradon and support of the City of Hail& s grant 
application. 

DIRK KEMPTHQRNE 
Govemor 
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D I R K  KEMPTHQRNE 
Governor 

GARY MAW 
Direcror 

700 West State Street 
P . 0  Box 83720 

Boise. ID 83720-0093 
Phone: (208) 334-2470 

http:l/www idoc state id  ub 
FAX: (208) 334-2631 

DEPARTMENT OF COMMERCE 

April 5 ,  2002 

Read C Van deWatter 
Assistant Secretary for Aviation 
and International Affaus 

U.S , Depmment of Transportaticn 

Dear Sir: 

The fdaho Department of Commerce is pleased to subrrut this letter of xpport for the 
City OF Halley’s apyhcahon for a US Department of Tjansportatlon (small community 
av Service development pilot program) grant For new commercial air sewice to the 
Fiiedmm Airport. Thc Sta:s of Idaho recognizes the mportancc of ncw air service to 
Blaine Caunly and the communities wifhin the Wzod RI ver Valley of Idaho. The m a  IS 
not only the home of the famous Sun Valley Resort and other premiere tourism 
desunations. but is also an important and growing economic region 

The department has been working with Governor Kempthome and the Idaho Department 
of Transportation to increase air service to the state. This new servict, consistent with 
this effort, is especially important in helping provide needed service to an imponant and 
growing nux1 area of the state. 

We look forward to building on our partnership with the community and business leaders 
in the Vdley to insure a successful project. 

Director 

IDAHO 

http:l/www


SunVdley 
Ketch- 
C h d e r  & 
Visitors Bureau 

April 10, 2002 

Read C .  Van dewater 
Assistant Secretary for Aviation and internal Affairs 
US Department of Transportation 

The Sgn ValleylKetchum Chamber & Visitors Bureau is fully supportive of the City of Hailey's 
grant applicatim for a US.  Oepartmenf of Transportation (small cmmunily air service 
development program pilot program) grant for new cammercial air service to the Friedman 
Airport in Hailey, Idaho, which serves the greater Sun ValleyWood River Vatby area. The Sun 
Valley/Ke!chum Chamber & Visitors Bureau recognizes the importance this new air service 
could hzve rn enhancing our economy through increased access for destination visitors and our 
local area businesses, organizations and institutions and residents. 

Sevwd years ago the Sun ValleyXetchum Chamber & Visitors Bureau created the private- 
public sector partnership group known as Blaine County Air Transportation Advisory Group. 
The purpose of BCATAG is to address important air service cmcems in a collectke, 
cooperative fashion with all communities throughout the Wood River Valley. 

We are pleased to have the oppodunity to support this grant application, and we will make sure 
we w!ork dilrgently to insure the long-term success of this proposed new air Service to our 
community 

Carol Waller 
Execufive Diredm 

p.0 ,  BOX 2420 Sun Valley. idano, 83353 USA 
w visltsunvallev.com -w uisitketchum,oamo chamberinfor@visitsunvaiiev coin 

800.634 3347 208 726 3433 fax 208.726.4533 

http://visltsunvallev.com


Hailey Chamber of Commerce 

April 10,2002 

Dear sll: 

We are pleased to have the oppofiudy to wlrpart this grant applieatian, and we wdl make evw 
effon to support its purpose. 

13 W Carbanate e Hailey, Idaho 83333 
Direct (208) 788-2700 FAX (208) 578-qS85 0 e-mail: visithal&y@uno.m 



9. Airport Financial Information 

On a Generally Accepted Accounting Principles (GAAP) basis, the Friedman Memorial Airport 
Authority operates at a loss, from a loss of $149,981 for fiscal year 2000 to a projected loss of 
$509,980 in fiscal year 2002. If GAAP depreciation were excluded, the Friedman Memorial 
Airport Authority would operate with a surplus ranging from $542,963 in fiscal year 2000 to a 
projected $342,295 surplus in fiscal year 2002. The table on the following page provides a 
detailed review of the Friedman Memorial Airport Authority’s operating revenues and expenses: 



Friedman Memorial Airport Authority 
Statement of Revenue and Expense 

Year Ended September 30, 
2000 2001 2002 

Audited Audited Budget 

Operating Revenue 
Airlines 
Passenger facility charge revenue 
Automobile rental 
Auto parking 
Rents, fees, commissions and leases 
Fuel flowage fees 
Miscellaneous 

Total Operating Revenue 

Operating Expenses 
Salaries and wages 
Payroll taxes and benefits 
Supplies 
Postage 
Equipment rent 
Utilities 
Fuel 
Dues and publications 
Profesional services 
Travel, food and lodging 
Education 
Contracted labor 
Repairs and maintenance 
Depreciation 
Insurance 
Air traffic control service 
Security 
Landscaping 
Miscellaneous 

Total Operating Expenses 
Operating Income (Loss) 

Non-Operating Revenue and Expenses 
Interest income 

Net Income (Loss) 

$ 141,721 $ 136,346 $ 142,863 
190,99 1 190,702 180,000 
308,550 281,139 320,085 
77,008 76,84 1 80,000 

381,804 406,433 417,976 
174,499 179,9 17 183,000 

$ 1,275,761 $ 1,280,355 $ 1,323,924 
1,188 8,977 

$ 355,009 
130,533 
21,324 
2,750 
1,376 

41,519 
13,266 
8,469 

48,187 
3,536 
8,394 

18,000 
66,488 

692,944 
23,456 
28,450 

3,846 
1,604 
8,564 

$ 1,477,715 
$ (201,954) 

$ 381,779 
145,316 
21,788 
2,944 
1,69 1 

50,309 
9,674 

10,092 
48,878 

8,304 
26,594 
30,075 
51,389 

804,822 
25,507 
30.2 13 
3,880 
2,032 
6,433 

$ 1,661,720 
$ (381,365) 

$ 418,070 
15 1,787 
34,000 
4,500 
1,500 

59,560 
14,000 
12,000 
96,000 
10,000 
3 1,500 
18,000 
92,000 

852,275 
28,712 
30,000 
10,000 
3 ,000 

12,000 
$ 1,878,904 
$ (554,980) 

5 1,973 50,928 45 ,000 

$ (149,981) $ (330,437) $ (509,980) 



10. Assurances 

The City of Hailey and Blaine County, co-sponsors of the Friedman Memorial Airport, provide 
the U.S. Department of Transportation with the following assurances: 

1. It will comply with all applicable Federal laws, regulations, executive orders, policies, 
guidelines, and requirements as they relate to the application, acceptance and use of 
Federal funds for this project. 

2. It has legal authority to apply for the grant, and to finance and carry out the proposed 
project; that a resolution, motion or similar action has been duly adopted or passed as an 
official act of the applicant’s governing body authorizing the filing of the application, 
including all understanding and assurances contained therein, and directing and 
authorizing the person identified as the official representative of the applicant to act in 
connection with the application and to provide such additional information as may be 
required. 

3. It has sufficient funds available for that portion of the project costs, which are not to be 
paid by the United States. It has sufficient funds available to assure operating and 
maintenance of items funded under the grant agreement, which it will own or control. 

4. It shall keep all project accounts and records which fully disclose the amount and 
disposition by the recipient of the proceeds of the grant, the total cost of the project in 
connection with which the grant is given or used, and the amount or nature of that portion 
of the cost of the project supplied by other sources, and such other financial records 
pertinent to the project. The accounts and records shall be kept in accordance with an 
accounting system that will facilitate an effective audit in accordance with the Single 
Audit Act of 1984. 

5. It shall make available for the purpose of audit and examination, any books, documents, 
papers, and records of the recipient that are pertinent to the grant. 

6. It will execute the project in accordance with the approved program narrative contained 
in the project application or with the modifications similarly approved. 

7. It will furnish such periodic reports as required pertaining to the project and activities. 


