
May 15, 2009

Kevin Schlemmer 
EAS & Domestic Analysis Division 
U.S. Department of Transportation 
1200 New Jersey Ave, SE 
Washington, DC 20590

RE: Proposal to Provide Essential Air Service at Owensboro, Kentucky
(DOCKET DOT-OST-2000-7855); and, Jackson, Tennessee (DOCKET DOT-OST-
2000-7857)

Dear Sirs, 

In response to the above-referenced orders, Pacific Wings, L.L.C. submits its bid
for provision of Essential Air Service at Owensboro, Kentucky and Jackson,
Tennessee. Proposed service profile and pricing details are:

SERVICE PROFILE DETAILS / FREQUENCY ANNUAL SUBSIDY

Owensboro, KY to Nashville, TN
(With continuing service to
Atlanta) 

Three (3) Daily Non-Stop Round-
Trips Monday thru Friday

One (1) Non-Stop Round-Trip on 
Saturday

Two (2) Non-Stop Round-Trips on 
Sunday

$1,068,773

Jackson, TN to Nashville, TN
(With continuing service to
Atlanta)

Three (3) Daily Non-Stop Round-
Trips Monday thru Friday

One (1) Non-Stop Round-Trip on 
Saturday

Two (2) Non-Stop Round-Trips on 
Sunday

$1,225,628

These bids are not bundled. Pacific Wings, L.L.C. is prepared to serve either or
both communities at specified subsidy rates. 

BACKGROUND

Jackson and Owensboro have been without scheduled air service since Big Sky
Airlines abruptly ceased operations approximately sixteen months ago. Even with
scheduled EAS flights, USDOT statistics indicate declining passenger traffic to
both locations during the last two years Big Sky provided service. 
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Both communities enjoy diverse economic interests, prosperity and development,
with thriving populations and major corporate presence. It appears from leading
indicators that robust demand for air travel should exist. 

COMMUNITY REQUIREMENTS

To better understand the requirements and needs of Owensboro and Jackson
travelers, and determine how Pacific Wings can provide better air service
solutions, the airline sought input from government officials, businesspeople and
residents in each location, reviewed census and economic data and examined
historical air travel trends in the region. These discussions highlighted certain
values which appear common to both communities:

• Limited Access = Limited Potential. Business and government leaders in
Owensboro and Jackson have expressed a common belief that air service is
important to continued and competitive economic development throughout the
region

• Fares must be reasonable. The ability to drive to neighboring Nashville,
Memphis or other hub airport requires that airfares be competitive with the
time and costs required to drive

• Schedules must work for commuters. Business travelers need early departures
and late returns to maximize flexibility and make flying more attractive than
driving

• Ticketing and Interlining with other airlines. Business travelers in
particular emphasized the importance of being able to ticket all air, car and
hotel accommodations through any travel agency or travel web site on a single
itinerary, and of transferring baggage and tickets seamlessly among all
airlines on their itinerary

• Schedules must maximize connections. Flights must be timed to provide maximum
connection options for both east and west bound passengers, particularly for
business travelers in the early morning hours.

• Atlanta-Hartsfield International. Business leaders and residents in both
communities have expressed a strong desire for service to Atlanta, due the
number and variety of domestic and international connections available  

• Southwest and Nashville. Respondents in Owensboro and Jackson indicated they
use (or would like to use) the Nashville Airport at least some of the time to
fly discount carrier Southwest, which does not currently serve Atlanta.
Respondents expressed considerable reluctance to drive to Nashville, however,
due to ongoing, long-term Interstate construction frequently resulting in
unpredictable and extended traffic delays 

• Economic Sustainability. Businesspeople and government officials in both
communities have expressed frustration that they have been without air
service for more than one year; and, with the declining performance of the
previous provider during its final 24 months of operations. There appears to
be an understanding and acceptance that a new, more efficient and cost-
effective model will be necessary to sustainably provide desired service
levels at fares the public will embrace

• Environmental Responsibility. Respondents in both communities expressed a
desire to minimize the environmental impact, waste and carbon footprint



associated with their EAS model; particularly if doing so would result in
lower fares and enhance long-term viability of the service itself

PROGRESSIVE SOLUTIONS

Pacific Wings has a proven, scalable EAS service delivery model with the
economies and efficiencies necessary to deliver superior reliability, cost
containment and flexibility with significantly reduced carbon emissions.

Based upon known preferences and requirements, the airline believes Owensboro and
Jackson can best be served by quick, inexpensive, frequently scheduled nonstop
flights to Nashville, with continuing service to Atlanta. Based upon similarities
to its GeorgiaSkies EAS operation in Atlanta, Pacific Wings anticipates fares
between Owensboro, Jackson and Nashville under $50, and fares between Jackson,
Owensboro and Atlanta under $100.

This EAS profile would provide inexpensive, 30 minute access to Nashville desired
by travelers who prefer Southwest, as well as an extensive selection of
international and domestic flight options at Atlanta-Hartsfield for customers who
prefer legacy carriers.

Pacific Wings could extend the GeorgiaSkies service delivery network to Owensboro
and Jackson, or develop a new brand for the local market and connect with the
GeorgiaSkies network, depending on community preferences.

ABOUT EAS

The Essential Air Service Program (EAS) is a byproduct of airline deregulation,
providing federal subsidies to airlines serving qualified rural communities. Its
purpose is to link small airports with medium and large hubs, providing access to
the national air transportation network. EAS subsidies are paid directly to
provider airlines by USDOT for two year contract terms, and contract awards are
based on a variety of factors including community input.

STANDARDS vs. OBJECTIVES

Reduction or elimination of dependence on subsidies is a stated objective of the
EAS program. Taxpayer subsidies and service delivery costs are unnecessarily
inflated, however, by archaic standards which provide every eligible community
with default equipment, capacity and frequency standards which often far exceed
historical utilization or any known, practical requirements. 

USDOT statistics for Owensboro and Jackson indicate taxpayers were subsidizing at
least 60% more capacity than these communities were utilizing when each last
received regularly-scheduled air service.

WASTE DRIVES HIGH COSTS, FARES

The EAS program currently provides no incentives for provider airlines to wean
off subsidies operate more efficiently or scale capacity to demand with newer,
more efficient aircraft. 

Utilization of large, aging aircraft – particularly in locations like Jackson and
Owensboro -- has resulted in gross overcapacity in many EAS communities. In 2006
alone, more than 2.4 million seats purchased by taxpayers for the EAS program
went empty and unused. During the same year, a typical EAS flight in the 48
contiguous states was just 37% full. 

Despite subsidies, EAS fares are often cost prohibitive for all but a handful of



affluent pleasure and business travelers.

The unprofitable effects of spiraling operating costs, excess capacity and
prohibitively high fares are evident from abrupt decisions by incumbent airlines
in both Owensboro and Jackson terminate service. The devastating combination of
soaring costs and inefficient operations resulted in the collapse of seven major
US air carriers in 2007-2008, as well as cessation of operations and liquidation
of established EAS providers like Big Sky Airlines, Skyways and Air Midwest.  

EAS COMMUNITIES HAVE A CHOICE

The default EAS service standard entitles eligible locations to scheduled service
with pressurized, twin-engine aircraft with 19 or more seats; however, EAS
communities are free to choose whatever standards or modes of transportation they
feel best serve their particular needs.

EAS communities have the absolute right to deviate from any standard they believe
may unnecessarily hinder, limit or inflate the scope or cost of scheduled air
service. This right to choose includes the size and type of aircraft used in
service delivery. 

Communities are not required to observe any formal process, apply for or receive
approval to exercise their right to choose something other than the default
service standard. Community leaders need only express their preferences to USDOT
via letter, fax or email. 

USDOT encourages eligible communities to consider more efficient service delivery
alternatives which may deviate significantly from the EAS service default. Buses,
vans, ferries and other surface transportation options are notable examples. 

Moreover, the program urges EAS communities to give particular consideration to
alternatives with the potential to reduce or eliminate dependence on EAS
subsidies altogether. In Alaska, Hawaii, New Mexico and Georgia, an increasing
number of EAS communities are embracing the advantages and economies of newer,
more efficient and economical aircraft. These communities enjoy lower fares and
higher frequencies than required by EAS contracts. 

A LEGACY OF INNOVATION

Thirty-four year old Pacific Wings Airlines has proven success in delivering
safe, convenient and cost-effective air transportation solutions to remote and
rural locations. For more than a decade, the airline has provided EAS to some of
the country’s most isolated communities. 

During this time, Pacific Wings has aggressively implemented aircraft and
technology upgrades that subsequently reduced, and ultimately eliminated
dependence on EAS subsidies in Hawaii altogether. 

Building on its success in the Pacific, the airline was awarded EAS contracts for
Carlsbad, Hobbs and Alamogordo, New Mexico in 2007, and in Athens and Macon
Georgia in 2008. Despite economic challenges facing the industry, Pacific Wings
continues to successfully serve Hawaii EAS communities without subsidy, and
removed Hobbs, NM from EAS subsidy rolls in January 2009.  
 
BUILDING ON SUCCESS

Pacific Wings consistently offers Hawaii’s lowest unrestricted fares on more than
60 daily departures to seven cities on five islands throughout the state. In
March 2007, pacific Wings was named Hawaii’s best airline by Airways Magazine.



The attached media reports document Pacific Wings’ successful transition of small
Hawaii communities once dependent on federal subsidies, into self-sustaining,
commercially viable air service markets. 

In New Mexico, the airline provides EAS communities with more service to more
places than required under EAS contracts, in order to build a more robust,
profitable and sustainable service delivery network. In Georgia, the airline is
changing the way adjacent cities connect to Atlanta’s Hartsfield Airport, with
$49 one-way flights that make it inexpensive and easy to avoid the traffic snarls
and parking headaches associated with commuting by car. 

PROVEN EXPERIENCE

In evaluating new EAS opportunities, Pacific Wings considers primarily
communities with disproportionately high capacity coupled with very low
utilization. 

In these target markets – such as Jackson and Owensboro – it is possible to scale
capacity to demand and costs to revenue with newer, more efficient aircraft,
while leveraging the significant economies of Part 135 operations.

The nine-passenger Cessna 208-B Grand Caravan is ideally scaled to the
operational, capacity ands performance requirements common to underutilized EAS
markets. It is newer, and has a safety record far superior to any other aircraft
currently used in EAS service. The Caravan has proven itself in more than 19
years of operations to be one of the most reliable and versatile airplanes ever
built, with a safety record unparalleled by other aircraft. 

STATE-OF-THE-ART AIRCRAFT

All aircraft operated by Pacific Wings are equipped with state-of-the-art safety
technology, including traffic collision and avoidance systems (TCAS), ground
proximity warning systems (GPWS), dual global positioning satellite receivers
(GPS) with moving maps, autopilots with flight directors, dual instruments (pilot
and co-pilot side), weather radar and radar altimeters. 

Safety is further enhanced by conducting all EAS operations with a two-pilot IFR/
VFR qualified crew.

The passenger seats and cabin are roomy and comfortable. The Caravan is also
renowned for its load hauling capability, providing more useful baggage capacity
per passenger than a fully loaded 19 seat commuter aircraft. The operating
economies of the Caravan make it possible to easily upscale capacity to demand at
any time by utilizing two aircraft whenever 10 to 18 seats are required. 

GOING GREEN

In addition to saving taxpayer dollars, Pacific Wings’ EAS delivery model also
conserves natural resources and reduces carbon emissions by replacing aging,
inefficient aircraft with newer more efficient planes, and eliminating waste.
During its first six months of operations in New Mexico alone, Pacific Wings
realized a 1,316 metric ton reduction in greenhouse gas emissions; equivalent to:

• 3000 barrels of oil
• 400 tons of solid waste
• 17 tanker trucks of gasoline

The airline has experienced similar results in Hawaii, eliminating more than



2,905,812 tons of Co2 emissions, and conserving more than 137,749 gallons of jet
fuel during 2007 alone. In Georgia, the airline is driving substantial passenger
gains, while offsetting carbon emissions by partnering with a reforestation
corporation to plant one seedling tree for every passenger flown. 

WORLDWIDE DISTRIBUTION

Pacific Wings ensures maximum visibility and commercial sales exposure for its
airline brands using Global Distribution Systems such as SABRE, WorldSpan and
Amadeus. These systems provide Pacific Wings EAS flight schedules and
availability to travel agencies and internet users worldwide.

Pacific Wings is an IATA member and participant in the ARC and BSP agency
settlement plans, and maintains a worldwide network of international sales
offices. In addition, Pacific Wings holds Interline Ticketing and Baggage
agreements with American, Northwest, Continental, Delta, and dozens of other
major airlines to provide worldwide exposure and seamless travel among partner
carriers. Pacific Wings also holds E-ticketing agreements with a growing
collection of major domestic airlines, including Delta, Continental and
Northwest, among others.

We believe the attached proposal better serves Owensboro and Jackson because it
has been proven successful in other EAS communities, saving taxpayer dollars
while laying the groundwork for increased passenger traffic and eventual
independence from federal subsidies. 

If you have questions concerning this proposal please feel free to contact me. 

Best Regards, 

Greg Kahlstorf
Chief Executive Officer
Pacific Wings, L.L.C.



Appendix

Pacific Wings, L.L.C.

Provision for Essential Air Service at Owensboro, KY

Nashville, TN

Calculation of Annual Subsidy Needed

Aircraft type Cessna 208B
Seats per departure 9
Average completion factor: 95%
Departures 1,778
Block hours: 1,245

Passengers Average fare Total
OWB/BNA 6,600 $75.00 $495,000 

495,000
Other revenue 4,950
Total operating revenue $499,950

Operating expense:
Flying Operations $136,937
Fuel and Oil $280,100
Aircraft and Hull Insurance $61,600
Maintenance $149,386
Into aircraft and lease expense $228,000
   Direct  Expense $856,022

Indirects $638,000

Total Operating Expense $1,494,022
Return at 5% of operating expense 74,701
   Total Economic Cost $1,568,723

Annual Subsidy Need @ 95% $1,068,773

3 rountrips M-F, 1 roundtrip Saturday, 2 roundtrip Sunday



Appendix

Pacific Wings, L.L.C.

Provision for Essential Air Service at Jackson, TN

Nashville, TN

Calculation of Annual Subsidy Needed

Aircraft type Cessna 208B
Seats per departure 9
Average completion factor: 95%
Departures 1,778
Block hours: 1,363

Passengers Average fare Total
MKL/BNA 5,400 $75.00 $405,000 

405,000
Other revenue 4,050
Total operating revenue $409,050

Operating expense:
Flying Operations $149,985
Fuel and Oil $306,789
Aircraft and Hull Insurance $61,600
Maintenance $163,620
Into aircraft and lease expense $228,000
   Direct  Expense $909,994

Indirects $646,843

Total Operating Expense $1,556,837
Return at 5% of operating expense 77,842
   Total Economic Cost $1,634,678

Annual Subsidy Need @ 95% $1,225,628

3 rountrips M-F, 1 roundtrip Saturday, 2 roundtrip Sunday



Pacific Air Holdings



Brands

Passenger and cargo service to Hawaii’s most remote and insular tourism 
destinations. Visit us on the web at pacificwings.com

High-volume, discount passenger service among Hawaiian commuter markets. Visit 
us on the web at flypwx.com

Commuter passenger service linking rural New Mexico and Texas communities with 
surrounding regional hubs. Visit us on the web at flynma.com

Cost-effective, environmentally responsible rural air service solutions

Commuter passenger and cargo service linking adjacent Georgia cities with Atlanta’s 
Hartsfield international. Visit us on the web at flygeorgiaskies.com



• Continuous scheduled operations since 1974

• More than 100 scheduled daily flights among 21 cities throughout
Hawaii, Texas, New Mexico and Georgia

• Two-pilot IFR/VFR operations with state of the art avionics and 
safety technology

• Serving more cities and EAS locations in Hawaii, New Mexico and 
Georgia than any other airline

• Excellent operating and safety history; named Hawaii’s best airline 
in 2007 by Airways Magazine

• Serving sterile and non-sterile airport environments under TSA 
approved security plans; exempt from Part 139 requirements

• May be ticketed by travel agencies and internet travel portals 
worldwide

• Scalable, cost-effective model adapts easily to unique rural service 
delivery requirements

Profile
Delivering reliable, economically sustainable air transportation for more than 
thirty years



• Most Essential Air Service operations are 
not sustainable with 19 seat or larger 
equipment

– Air Midwest liquidation and termination of service 

by Big Sky demonstrate existing EAS models no 

longer work, even with adequate Congressional 

funding

• Program guidelines promote waste, reward 
inefficiency

– Average aircraft used for EAS has 19 seats, while 

the average number of passengers per flight is 

three; approximately 80% of all EAS capacity 

purchased by taxpayers is wasted

• Subsidies benefit few 
– Low utilization and rapidly escalating costs drive 

per passenger subsidy levels and fares to 

prohibitively high levels

Challenges
Rural air service is jeopardized by spiraling costs, industry consolidation and 
wasteful subsidy programs



• Efficient, factory new commuter aircraft, scaled to 
rural utilization trends

• Dramatically reduced carbon emissions

• Significant operational savings

• Increased passenger traffic

• Reduction and elimination of taxpayer subsidies

• Unparalleled safety, performance and reliability

• Multiple aircraft easily scale capacity whenever 
18, 27 or more seats are required

• Economical, sustainable and proven service 
delivery model

• Interline and electronic ticketing agreements with 
major airlines worldwide, including DL, AA, CO, 
NW, UA and others

Saving taxpayer dollars, conserving natural resources and reducing carbon 
emissions through elimination of waste 

The Green Solution





New Mexico Goes Green

50% reduction in EAS taxpayer subsidies

1,316 metric ton reduction in greenhouse gas emissions; equivalent to:
• 3000 barrels of oil
• 400 tons of solid waste
• 17 tanker trucks of gasoline

30% passenger traffic increase in two out of three EAS communities

100% fresh cabin air; not filtered

New Mexico leads the way in progressive, environmentally responsible EAS reform
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PACIFICWINGS 

Kahului Airport    Commuter Terminal    Kahului, Maui, Hawaii, 96732    Telephone 808.873.0877    Fax 808.873.7920   
SITA (ADMINISTRATION) HDQRRLW    SITA (RESERVATIONS) HDQRMLW  

Toll Free Reservations 888.575.4546 
www.pacificwings.com 

20° 53.9 N    156° 25.8 W 

 
November 30, 2006 

 
 
 
VIA ELECTRONIC MAIL and FACSIMILE 
 
Mr. Dennis DeVany 
Essential Air Service Chief 
US Department of Transportation  
EAS and Domestic Analysis Division 
Office of Aviation Analysis, Room 6401 
400 7th Street, S.W. 
Washington, D.C. 20590 
 
RE:  Hana, Kamuela and Kalaupapa, Hawaii 
 
Dear Dennis,  
 
Pacific Wings has provided the only scheduled air service to Hana, 
Kamuela and Kalaupapa, Hawaii for nearly a decade. During much of this 
time the airline has provided Essential Air Service delivery to these 
locations under contract with the United States Department of 
Transportation. We are proud of our affiliation with the program, and 
believe it provides a valuable service to remote communities.  
 
Historically, EAS has been a frequent target of congressional budget 
cuts and administrative efforts to narrow eligibility criteria. 
Relatively short term contracts and susceptibility to local politics 
pose further challenges to long-term investment.  
 
In 2001 Pacific Wings began developing a long-term strategy to enhance 
sustainable, commercially-viable delivery of scheduled air service to 
rural Hawaii communities. The plan was to use advanced global 
distribution technologies to optimize the potential of these unique 
destinations while simultaneously reducing dependence on government 
subsidies. By 2002 the airline had publicly acknowledged this effort and 
begun providing more daily service than required under its EAS 
contracts. By 2003, Pacific Wings had reduced Hawaii EAS subsidies by 
30% and in 2004 the airline told The Maui News it hoped to eliminate 
dependence on EAS subsidies entirely by 2006.  
 
Today, I am pleased to report that we have achieved our goal. Upon 
conclusion of the current contract, Pacific Wings will continue to serve 
Hana, Kamuela and Kalaupapa, Hawaii at or above levels stipulated by the 
program for these communities, without further EAS subsidies.  
 
Strategic investment in global distribution technologies and enhancement 
of interline agreements with major airline partners have improved 
product access and availability during the past two years enabling new, 
higher-volume revenue channels. As planned, Pacific Wings has migrated 
to the WorldSpan reservations system; upgraded participation levels in 
SABRE and other leading travel distribution networks; opened more than 
17 international sales offices in major world cities; increased travel 
agency presence through enrollment in major settlement plans (ARC and 
BSP); and, signed and/or implemented bilateral electronic ticketing 
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PACIFICWINGS Dennis DeVany
Hawaii Essential Air Service

November 30,2006
 

agreements with major US air carriers, including Continental, Delta and 
Northwest, among others. 
 
The USDOT Codeshare Assistance Program has provided an invaluable 
opportunity to work directly with key decision makers at major air 
carriers, and to identify their expectations, priorities and concerns. 
These discussions ultimately led us to identify enhanced electronic 
interlining (as opposed to a traditional codeshare) as the most 
diversified and flexible solution for our markets, however, the 
program’s importance as a catalyst for dialogue between large and small 
carriers should not be overlooked.  
 
We are excited about continuing to grow these markets, developing and 
evolving our product portfolio. In fact, Pacific Wings will offer eight 
nonstops and two connecting flights a day between Honolulu and Hana, 
(including new early morning and late afternoon service) beginning 01 
DEC 06. At the same time, we are increasing the number of daily nonstops 
between Hana and Kahului to 12.   
 
Dennis, we appreciate the support, guidance and assistance you have 
provided Pacific Wings during our time as an EAS provider, and the role 
this has played in our success.  
 
 
      Best regards, 
 

 
Greg Kahlstorf 
President 
Pacific Wings Airlines 
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