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Erie International Airport
Runway Extension Economic Analysis

1. Introduction

Erie International Airport’s primary runway is 6,500 ft. long. The Airport Authority is seeking to extend the runway by 1,920 ft. The
first 920 ft. extension is designated as a safety extension. For the 70% of the time when aircraft land and takeoff to the West, the 920
ft. extension would add no usable takeoff or landing runway length — and as a result, the usable length of the runway would remain at
6,500 ft. The additional 1,000 ft extension, which is the subject of this report, would increase the usable length of the runway to 7,500
ft., a length more commonly found at U.S. commercial service airports. The additional extension would provide Erie with the ability
to accommodate aircraft that require a longer runway, creating the potential for new air service at Erie International and the economic
benefits that result from new service.

The total cost of the full 1,920 foot runway extension is estimated at $72.0 million, approximately divided into the $46.5 million
safety extension (the 920 ft. extension) and the $25.5 million capacity extension (the additional 1,000 ft. extension). Funding sources
for the safety extension have been identified. However, the FAA has indicated that it will fund only $7 million of the $25 million
required for the capacity extension - with the remaining $18 million to be funded from local/regional/state sources.

The purpose of this report is to evaluate the benefits of the proposed additional 1,000 ft. runway extension in comparison with its cost.
Specifically, this report:
A Provides background information on how Erie’s runway length compares to that of other commercial service airports,
including those airports in most direct competition with Erie
A ldentifies current known airline operating restrictions caused by the runway
A ldentifies specific future passenger air service that Erie would be likely to attract if it could accommodate aircraft requiring
a longer runway
A 1dentifies potential air cargo increases for Erie resulting from the runway extension
A Quantifies the economic benefits/costs associated with the air service restrictions and potential new air service. Both
payback period and return on investment estimates are provided.



2. Erie’s Runway Length — Comparison with Other Airports

Most U.S. commercial service airports have runways that are well in excess of 7,000 ft. As discussed in more detail, shorter runways
cannot be used by the full range of regional jets and narrowbody aircraft without significant aircraft range and payload restrictions.
This conclusion is common knowledge among pilots. For example, J. Randolph Babbitt, a veteran pilot and former head of the Air
Line Pilots Association observed: “There is a major difference between a 6,500 ft. and a 7,500 ft. runway in terms of the ability to
operate a fully-loaded aircraft over a longer range. A shorter runway will sacrifice either payload, passengers, or more distant
destinations.”

Airports that have transoceanic flights, widebody aircraft, longer range flights, and some military flights typically have much longer
runways, which also add an extra margin of safety.

The chart below shows how Erie’s runway compares with the runway lengths at all 200 top U.S. commercial service airports. As
illustrated, Erie’s 6,500 ft. runway is among the shortest. In fact, only 10 airports, or 5% of the top 200, have shorter runways than
Erie. (Only 20 airports, or 10% of the top 200, have runways shorter than 7,000 ft.). The average runway length exceeds 9,000 ft.

Runway Lengths at Top 200 U.S. Airports
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Extending the count of airports by another 50 to include airports with only 50,000 annual enplanements does not significantly change
the results. (Erie had approximately 160,000 enplanements in 2006 and 190,000 in 2005). Only 18 out of 250 airports have runways
that are shorter than Erie’s. The average runway length remains above 9,000 ft.

Looking more closely at the few airports with short runways, they fall within two categories:

A Small airports served by turboprops or regional jets flying short distances
— Examples: Key West, Lewiston, Ithaca, Charlottesville, Las Vegas North Terminal, San Luis Obispo, Hyannis,
Salisbury, Lynchburg, New Bern, Nantucket, Traverse City, St. George

A Land-locked secondary airports in the nation’s largest metropolitan areas — where the primary airports have unrestricted
longer runways
— Examples: Burbank, Orange County, Chicago Midway, Washington National, White Plains

As will be discussed further, Erie’s air service needs cannot be fully met by turboprop and regional jet service. The economics of
these types of aircraft, for example, do not permit low fare service which is offered at the nearby airports of Cleveland, Pittsburgh, and
Buffalo. And Erie’s current runway length imposes range restrictions even on the regional jet flights operated by network carriers
such as Delta. With respect to the second category of exceptions, land-locked secondary airports, Erie does not have the luxury of
having a primary airport with longer runways.

Erie’s main airport competitors — Cleveland, Buffalo, and Pittsburgh — each have longer runways that permit unrestricted mainline
nonstop service within the U.S. See table below. Erie’s runway limitations, in comparison with neighboring airports, help limit its
role to that of a secondary airport.

Runway Lengths (ft.)

Erie 6,500
Buffalo 8,828
Cleveland 9,000
Pittsburgh 11,500



3. Runway Lengths — How Long a Runway is Necessary?

The Federal Aviation Administration recommends that airport planners determine runway length by considering the requirements of
the most critical aircraft. FAA Advisory Circular 150-5325/4B, Runway Length Design. When Erie’s runway extension was
originally considered a number of years ago, Erie’s then largest airline, US Airways, operated DC-9 aircraft and indicated that a
runway length of 7,500 ft. was required for unconstrained operations on wet or icy runways. Since then, US Airways has removed the
DC-9s from its fleet. However, Northwest Airlines, a major carrier at Erie, still operates DC-9 aircraft, as do some cargo carriers.
More importantly, the MD-80 aircraft, a more modern aircraft derived from the DC-9, shares many of its operational characteristics
and is operated by several airlines. Those airlines include Allegiant Air, a growing low fare airline that has expressed interest in
serving Erie and has indicated that it is unable to do so because of Erie’s short runway. As discussed below, other modern aircraft,
including regional jets, also suffer operating restrictions as a result of the current short runway length.

To provide a general sense of runway requirements for different aircraft types, the following two tables are provided, which are taken
from a runway requirements analysis conducted for another airport. The information is illustrative only. As illustrated below, many
narrowbody aircraft, except for the A-319 and B-717 require at least a 7,500 ft. runway to operate fully-loaded long range flights. In
addition, based on ICAO standards (International Civil Aviation Organization), many regional jets require at least a 7,500 ft. runway
to operate on an unrestricted basis.

Runway length requirements for each aircraft are determined by the aircraft manufacturer and vary depending on altitude, runway
slope (gradient), temperature, and other factors. (Note that aircraft typically require greater runway lengths to depart than to land -
and therefore runway lengths are determined based on aircraft takeoff length requirements.) In addition to the manufacturer’s
requirements, each airline will establish its own operational parameters, based upon the actual operating conditions at the airport and
the airline’s operating practices. With respect to the Erie runway, this report is not a substitute for a technical runway length analysis
incorporating those factors, but instead is designed to summarize the known — not theoretical — aircraft limitations caused by Erie’s
short runway and to estimate their economic impact.

Note that letter of support for the Erie runway extension project has been submitted by four airlines/tour operators: US Airways,
Northwest, Allegiant, and Apple. Given the very difficult economic circumstances most airlines face and the fact that a portion of the
cost of any runway extension is typically reflected in increased landing fees paid by the airlines, the airline support for Erie’s runway
extension project is a good indicator that the project provides real economic benefits.
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Air Carrier Aircraft
Runway Length Requirements (Ft.)

B-757-200
757200 ————————————————
757300 ——————————————
757300 —————————————————
757300 ————————————————
737500 ————————————————————
7576100 ————————————————
757000 ———————————————
320.200. ——————————
310112 e——

D.50.63 I ———

D057 —
5717200 ——————

D051 —

50.0.32 h—

0 2,000 4,000 6,000 8,000 10,000 12,000 14,000

ICAO Requirements; Source Landrum & Brow n study for Dayton Airport, 1/27/05, Runw ay Takeoff Requirements for Air Carrier Aircraft -
100% MTOW



Erie International Airport
Runway Extension Economic Analysis July 2007
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4. Estimating Economic Impact

This report relies on a generally-accepted method of estimating the economic benefits associated with additional commercial aviation
flights. The methodology and industry data inputs have been refined over the years as part of the frequently cited Bureau of Economic
Analysis Regional Industrial Multiplier System (RIMS) 1l. The same economic model used for this study has been used at numerous
other airports.*

The model produces three separate measures of economic impact:

A The direct economic impact (in dollars) resulting from the new flights. Direct impacts include local expenditures at or near
the airport by airlines, the airport operator, ground handling providers, and other firms involved in the provision of aviation
services, as well as direct expenditures by visitors (at hotels, restaurants, shopping malls, etc.) who arrive in Erie via the
new service.

A Total economic impact (in dollars) resulting from the new flights. The total impact includes: (1) the direct economic
impact; and (2) a “multiplier effect.” An example of the multiplier effect is created when an airline employee spends
his/her salary at a restaurant or hotel and thereby creates additional local employment and business revenue. The multiplier
effect is also created when the hotel employee whose job is the result of visitor spending in turn spends his/her salary on
goods and services thereby creating additional local employment and business revenue.

A The number of new jobs created as a result of the new flights.

! The FAA requires a separate economic analysis, called a BCA (Benefit-Cost Analysis), as part of its grant approval process. A BCA provides a different and
much more limited measure of economic benefits than provided here. A BCA concentrates on airport-specific costs and benefits, and specifically excludes
regional economic benefits, especially when those benefits may accrue to one region, such as Erie, at the expense of another region, such as Cleveland or
Buffalo. Since the Erie runway extension is likely to result in exactly that type of benefit, FAA guidance requires that its impact be excluded from the BCA. In
addition, the FAA excludes “consideration in BCAs of employment or output multipliers that ...measure the secondary effects of government expenditures.”
“FAA Airport Benefit-Cost Analysis Guidance”, at 4. Ironically, however, the FAA not only acknowledges the regional economic importance of airports, but
provides detailed guidance on estimating the economic impact of air service. See, e.g., “Estimating the Regional Economic Significance of Airports,” Butler and
Kiernan, FAA, 1992 (prominently displayed on the FAA website). In summary, the Erie runway extension BCA is best viewed as a technical document that
serves a different purpose than this economic analysis.



Economic impact studies conducted for a number of other airports were reviewed to determine appropriate metrics for the Erie
market.?> A conservative “multiplier” was selected for this study, which is easily defensible in relation to other studies. We expect the
actual total economic impact of the proposed runway extension to exceed our estimates. Because the results of this analysis are
important in determining the amount of funding warranted for the project, it is important that decision makers feel comfortable that the
upside potential of the estimate exceeds any down-side risk. See Exhibit 1 for further explanation of methodology.

5. Impact on Current Passenger Airline Operations

Erie’s current runway length prevents some flights from operating at full capacity. A specific example comes from Delta Airlines,
which operates two daily roundtrip Erie-Atlanta flights® with 50 seat regional jet equipment.” Delta has informed the airport that its
Erie-Atlanta service incurs a penalty of 3 seats per flight during the summer months — June through August. What that means is that
Delta can sell only 47 seats per flight rather than the 50 it should be able to sell. The reason the airline is incurring the seat penalty is
that the runway is simply too short for the CRJ-200 aircraft used by Delta given the flight distance and higher summer temperatures.
At 627 miles, Atlanta has the longest stage-length of Erie’s current nonstop services. However, that distance is still relatively short
compared with the distance to other possible destinations.

The seat penalty becomes a factor only if Delta has to turn away potential passengers from these flights. Because Delta’s Erie —
Atlanta service is new, there is no load factor history. However, the average load factor for all 50 seat jets in Delta’s Atlanta markets
is a reasonable surrogate. To put Delta’s Atlanta performance in perspective, during the June-August peak traffic period in 2006,
Delta averaged an 80% load factor on its 50 seat jets operating into and out-of Atlanta.

2 Economic studies for the following airports and states were reviewed in setting the parameters for the Erie economic impact model: Tulsa, Dulles and National
Airports, North Carolina Economic Impact Analysis, Newport News Airport (Virginia Study), Port Columbus, Rickenbacker International, Greenville-
Spartanburg International, Ithaca Tompkins Regional, Huntington Tri-State, Telluride Regional Airport, Reno-Tahoe International Airport/Reno-Stead Airport,
Williams Gateway, Lansing Capital City Airport, State of Arizona (All Aviation), State of Arizona (Commercial Aviation), State of Arizona (General Aviation),
Colorado Public Use Airports, Denver International Airport, Colorado Springs Municipal, Nashville, State of Vermont, State of Virginia excluding
Dulles/National, Hyannis Airport, Martha's Vineyard, Nantucket Memorial, New Bedford Regional, Provincetown Municipal, Worcester Regional.

® Except for one flight/day on Saturdays.

* Note, this report was written just prior to Delta’s unexpected announcement that it would be terminating its Erie-Atlanta service on September 5, 2007 after
serving the market for only three months. As explained in this report, the impact of Delta’s decision — based at least in part on operational restrictions caused by
Erie’s short runway — will be far reaching in denying Erie residents access to connecting service at the world’s largest hub. Equally importantly, Delta’s decision
makes it less likely that that other airlines will consider serving Erie with the same type of aircraft to their more distant hubs.



With load factors in the 80% range, it is estimated that approximately 25% of Delta’s flights would be impacted by the seat penalty.
As every traveler knows, some flight times and some days of the week are prone to especially full flights. With average load factors
this high, there are many flights where Delta could sell some or all of the three seats it must now block for operational reasons.
Assuming that the Erie-Atlanta service operates at an 80% load factor for the June-August 2007 period, the following table
summarizes the potential revenue loss to Delta during the summer season as a result of the operational restrictions:

Missed sales 234
Average Fare $145
Lost revenue $33,930

The seat penalty affects the economics of Delta’s current operation. It also affects Erie’s growth potential. Summer is the peak travel
time, and every lost sale diminishes the profitability of the route. As explained below, the $34,000 of lost revenue for the three month
period is more consequential than it first appears.

Delta’s Atlanta hub is the largest in the world, and Delta’s facilities in Atlanta are fully utilized. There is more demand for services
into Atlanta than Delta can accommodate. Thus, from Delta’s perspective, a route that is economically impaired by operational
restrictions raises the question whether there are alternative routes without operational restrictions. These alternative routes become
attractive options if their market demand is equal to or greater than Erie’s. In terms of future growth, the same question applies. Why
assign additional assets to an airport that has operational limitations impacting profitability when other unrestricted options exist?

From Erie’s perspective, Atlanta is an extremely important connecting hub, and the loss of Erie-Atlanta service would be a major blow
to Erie’s air service development efforts. Prior to attracting the Atlanta service, Delta scheduled its Erie service into Cincinnati. The
Cincinnati hub has since been scaled back as Delta went through its financial reorganization. As the world’s largest hub, Atlanta offers
Erie passengers a wide array of domestic and international connecting opportunities that simply are not available via Cincinnati.

The fact that Delta is incurring operational restrictions on its Atlanta service strongly suggests that other network carriers will also
incur seat restrictions for new routes of equal or greater distance operated with 50-seat regional jets. In fact, both Northwest Airlines
and US Airways have indicated that they have incurred operational penalties as a result of Erie’s short runway. Northwest indicated
that 88 passengers were denied boarding last year as a result of Erie’s runway limitations. The company pointed out that there are
other operational benefits of a longer runway that are difficult to quantify. These include the ability of Erie to serve as a “diversion”
airport during bad weather. (See US Airways and Northwest letters attached as Exhibit 4 and 5.)



As the flight distance increases, the weight of the additional fuel required for the longer flight mean fewer seats can be sold to
passengers. So the seat penalty would be greater for longer flights. And the 50-seat regional jet is a common aircraft type among
other network carriers. As illustrated below, currently, all regional jet operations at Erie are conducted with this type of aircraft.

Carrier Aircraft Aircraft type Seats
Continental Beech-1900 turboprop 19
Delta CRJ-200 regional jet 50
Northwest CRJ-200 regional jet 50
Saab-340 turboprop 34
US Airways CRJ-200 regional jet 50
Dash-8 turboprop 37

The 50-seat regional jet is the most likely aircraft type to be used by the network carriers for any new Erie service. The operation
restrictions of the short runway pose a significant barrier to entry of many new routes as outlined in the following table. Of 14
potential network carrier hub markets listed below, eight of the 14 are farther than the 627 mile Erie-Atlanta segment. There is every
reason to believe that new routes would also incur operational restrictions — a loss of seats available for sale. Needless to say, when
airlines compare Erie’s restricted operation with other unencumbered options, the Erie service is likely to be at a disadvantage.
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Hubs With/ Without Erie Current

Service Miles Service
Phoenix 1,820

Salt Lake City 1,640

Denver 1,280

Houston 1,190
Dallas/Ft.Worth 1,120

Miami 1,120

Memphis 717
Minneapolis/St.Paul 680

Atlanta 627 N
Charlotte 476

Chicago 396

Newark 326

Cincinnati 314
Philadelphia 299 \
Washington-Dulles 259

Detroit 162 \
Pittsburgh 110 V
Cleveland 97 \

6. Impact on Future Passenger Air Service

Erie faces significant challenges in its air service development efforts. Past studies have indicated over 65% of the air passengers in
Erie’s logical market area use other airports — primarily Cleveland, Buffalo and Pittsburgh — for their travel needs. Erie loses
passengers to these other airports because they offer a wider array of services and more attractive fares. The recent efforts of the
airport to persuade incumbent carriers to establish fares that compare favorably with those offered at nearby competing airports has
reduced the number of Erie residents driving to other airports. However, passenger loss from the Erie market area to the nearby larger
airports remains the most important challenge to Erie’s air service development efforts.

The sections that follow analyze three sources of new passenger air service for Erie: (1) Potential new low fare service; (2) Potential

new charter service; and (3) Potential new network carrier service. In each case, the available information demonstrates that Erie’s
ability to attract new service is being hindered by its short runway.
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7. Potential New Low Fare Service

Many of Erie’s price-sensitive leisure passengers drive to Cleveland, Buffalo, or Pittsburgh — each of which has service from major
low fare carriers such as Southwest, jetBlue and/or AirTran. The Erie market is too small to be a candidate for service from any of
these carriers in the near future. However, Erie is of interest to a successful, low fare carrier that focuses specifically on small/mid-
sized markets such as Erie. That carrier is Allegiant Airlines, and its business model focuses on developing small markets with low
fares and less than daily service. (See attached article The low fares draw passengers from a very large area (a 2-hour drive is well
within Allegiant’s market area). And by concentrating the demand into less than daily service, Allegiant is able to operate profitably
in markets that are too small for other low fare carriers who must schedule multiple daily flights in a market.

As the attached letter (Exhibit 2) indicates, there is significant interest on the part of Allegiant to serve Erie, but only if the runway is
extended to over 7,000 feet. The lengthened runway would allow Erie to actively seek service from Allegiant Air, which serves three
major leisure destinations — Orlando, Las Vegas and Tampa. The company operates MD-80 aircraft, and as noted in the letter, the
current runway is simply not long enough to accommodate this aircraft type.

Allegiant would likely serve both Orlando and Tampa from Erie. Las Vegas is an equally attractive destination, but even with a
longer runway, Allegiant’s MD-80s do not have the range for this 1,910 mile flight. (The Eastern-most city on the Allegiant system
with service to Las Vegas is Greenville/Spartanburg, South Carolina at 1840 miles. However, that airport has an 11,000 foot runway).
Based on service patterns in cities of comparable size, it is likely that Allegiant would schedule 4 weekly flights to Orlando in the peak
season, and 3 weekly flights to Tampa. During the off-peak season, Erie’s Allegiant service to Orlando is likely to decline to 3
frequencies per week, and to 2 at Tampa.

Persuading Allegiant to serve Erie would be a major step in Erie’s air service development efforts. The following table summarizes
the economic impact associated with this service:
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Allegiant Air Economic Impact

Average Departures per Week 6
Operations per Year 626
Seats on Board 150
Load Factor 85%
0O&D Passengers 79,779
Direct Economic Impact $ 5,983,393
Total Economic Impact $ 11,966,786
Direct Jobs 120
Total Jobs 239

The Allegiant service would be very important for Erie as it would consist entirely of leisure passengers who are currently traveling
via Cleveland, Buffalo or Pittsburgh. These passengers would be “new” passengers for Erie — passengers who are making the trip
because of the attractive fares and/or nonstop service from Erie. With Erie’s current service, few of these passengers are using the
airport today and therefore, Allegiant’s service would not take passengers from incumbent Erie carriers. The 80,000 Allegiant
passengers would be “in-addition-to” the current passengers using Erie International.

As indicated in the economic impact analysis summarized above, the new Allegiant service alone would have an annual regional
economic impact of nearly $12 million and would generate 239 new jobs. Thus this one new service would essentially pay for the
local/regional share of the 1,000 ft. runway extension.

Note that the above economic impact only takes into account the additional regional spending and jobs created as a result of additional

air travel at Erie. It does not take into account the separate economic benefit to Erie residents of being able to take advantage of lower
airfares without having to drive 1-1/2 to 2-1/2 hours to do so.
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8. Potential New Charter Service

The short runway also inhibits Erie’s effort to secure charter service to attractive leisure destinations. The attached letter from Apple
Vacations (Exhibit 3) indicates their interest in serving Erie and states that if the runway were lengthened to 7,500 feet, Apple would
consider a weekly flight to Cancun and then, if that was successful, possibly a flight to the Dominican Republic.

Charter operators generally employ large aircraft like the Airbus A320 with 170 seats as mentioned in the Apple letter. Given the
aircraft size and the length of the flight, that aircraft requires a longer runway.

As with the Allegiant service, the Apple charter flights would capture a segment of the market that is being lost to other airports today.
Based on Apple’s estimates, the company would offer a weekly flight to Cancun, averaging 150 passengers per trip. This would
produce the following economic impact:

Apple Charter Economic Impact

Average Departures per Week 1
Operations per Year 104
Seats on Board 170
Load Factor 88%
0O&D Passengers 15,601
Direct Economic Impact $ 1,170,086
Total Economic Impact $ 2,340,171
Direct Jobs 23
Total Jobs 47

As noted in the letter, if the Cancun service proves as successful as forecast, Apple would consider a second charter to the Dominican
Republic. Again, neither operation is possible today due to the inadequate runway length.

14



9. Potential New Network Carrier Service

Today, Erie receives service from four network carriers — Continental, Delta, Northwest and US Airways with nonstop service to the
major hubs — Cleveland, Atlanta, Detroit, and Philadelphia. (US Airways also serves Pittsburgh.) If Erie is to continue to build its air
service, it is important that these services succeed and form a platform for growth. The previously described operational restriction
Delta is incurring on its Atlanta service (with 50 seat regional jet equipment) presents an obstacle to development that would be
remedied with the lengthened runway.

The 50 seat regional jet is the equipment that would most likely be flown on any new Erie routes by network carriers. These carriers
would direct Erie service to a hub to capitalize on the connecting opportunities afforded by the hub). And it is important that the
carrier be able to operate without any operational restrictions that will diminish the economics of the route. Since many of the
network carriers hubs that do not receive nonstop service from Erie are approximately the same or longer distances than Atlanta, the
restrictions imposed by the short runway are a very real deterrent to future growth.

The following table outlines Erie’s current nonstop service, as well as the other major hubs of the network carriers. Also included is
the mileage from Erie to those hubs since the longer stage lengths could present operational concerns.

Carrier Hubs Served Miles Other Hubs Miles
American none Chicago 396
Dallas/Ft.Worth 1,120

Miami 1,120

Continental Cleveland 97 Houston 1,190
Newark 326

Delta Atlanta 627 Cincinnati 314
Salt Lake City 1,640

Northwest Detroit 162 Minneapolis/St.Paul 680
Memphis 717

United none Chicago 396
Denver 1,280

Washington-Dulles 259

US Airways Philadelphia 299 Charlotte 476
Pittsburgh 110 Phoenix 1,820

The following table illustrates the economic impact of a single new service with 2 flights per day. If Erie is successful in attracting
more than one new service from the network carriers, the impact(s) would be additive. With respect to the likelihood of attracting
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additional network carrier service, the most difficult question is not whether Erie will attract such service (assuming the runway length
restriction is removed), but when will the next service be added.

Network Carrier Regional Jet Economic Impact

Average Departures per Week 14
Operations per Year 1460
Seats on Board 50
Load Factor 75%
O&D Passengers 54,750
Direct Economic Impact $ 4,106,250
Total Economic Impact $ 8,212,500
Direct Jobs 82
Total Jobs 164

10. Potential New Cargo Service

Today, Erie International’s scheduled air cargo activity consists entirely of service provided by FedEx. The service is flown with small
turboprop equipment which is not hampered by the runway length. Additionally, carriers such as FedEx, UPS, and DHL have a wide
variety of aircraft in their fleets which could be used for new or additional service to Erie using the current runway.

As Erie looks to the future, it has recognized the significant economic contribution that a strong cargo operation can make to the local
economy. In terms of future cargo service, the runway-related issue for Erie is how to accommodate freighters. Most freighter
aircraft operating with a full load require an extended runway beyond even the 7,500 ft. length. The following table lists the required
runway lengths for fully loaded cargo aircraft:

16



With the extended runway, Erie could handle a 757-200 freighter. As noted, the economic benefit associated with even a limited cargo
operation is significant. With one weekly cargo flight with a 757-200 loaded to 75% capacity, the annual contribution to the Erie

economy would be:

Takeoff

Aircraft Type Engine Temp (F) Length

DC-30CF CF6-50C 75 14,500
727-200 Standard or Advanced  JT8D-9 84 12,750
DC-10CF CF6-6D1 75 12,500
DC-30CF CF6-50C1 75 12,000
747-200F CF6-50E2 86 11,350
727-200 Advanced JT8D-15 84 11,250
747-200F JTOD-7R4G2 86 10,900
MD-11F CF6-80C2-B-1F 86 10,850
727-200 Advanced JT8D-17 84 10,750
747-200SF JTID-7Q 86 10,550
727-200 Advanced JT8D-17R 84 10,250
747-100SF JT9D-7A 86 10,100
DC-8-73F CFM56-2-C1 59 10,000
767-300 Freighter RB211-524H 86 9,950
MD-11F PW4460 86 9,800
777 Freighter GE90-110B1L 86 9,800
MD-11F CF6-80C2D1F 86 9,725
MD-11F PW4462 86 9,460
747-400 Freighter RB211-524G-T 86 9,350
767-300 Freighter CF6-80C2B7F 86 9,300
747-400 Freighter CF6-80C2-B1F 86 9,250
747-400 Freighter PW4056 86 9,250
767-300 Freighter PW4062 86 9,000
DC-8-71F CFM56-2-C1 59 9,000
757-200 Freighter PW2037 86 8,950
727-100, -100C JT8D-7 84 8,750
727-200 Standard JT8D-7 84 8,750
727-100, -100C JT8D-9 84 8,250
757-200 Freighter RB211-535E4 86 7,100

Source: Boeing
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Air Freight Economic Impact

Freight tons
Direct Economic Impact
Total Economic Impact
Direct Jobs

Total Jobs

11. Summary of Economic Impacts

3420

$3,157,758

$6,315,516

12

23

A summary of the economic impacts associated with each of the passenger service opportunities discussed in this report is provided in

the table below.

Summary of Economic Impacts

Direct Total
New or additional Economic Economic Direct Total
service from: Impact Impact Jobs Jobs
Allegiant $ 5,983,393 $11,966,786 120 239
Charter Carrier $ 1,170,086 $ 2,340,171 23 47
Network Carrier $ 4,106,250 $ 8,212,500 82 164
Cargo $ 3,157,758 $ 6,315,516 12 23
Total $14,417,487 $ 28,834,973 237 473

If each opportunity were realized, the new services would result in at least $28.8 million in annual economic benefits to the local Erie
region, and the creation of a total of 473 new jobs. As explained previously, these results rely on a conservative economic impact

model.

Actual results are likely to vary from those listed above because not all of the opportunities may be realized within a reasonable time
frame. Some may take longer to be accomplished; some may not be accomplished at all. Others may exceed the expectations that

have been described in this report.
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Each of the new passenger service opportunities discussed in this report is believed to have at least a 50% likelihood of being realized
within a short period after the completion of a runway extension. The likelihood of attracting new cargo service beyond that which
could already be accommodated by the existing runway is believed to be lower — in the range of 10% to 30% by 2015. The table
below lists the estimated probabilities for each scenario.

Estimated Probabilities of Obtaining New or Additional Service

Likelihood
New or additional Time
service from: Frame High Low Medium
Allegiant 2011 75% 40% 60%
Charter Carrier 2011-13 80% 50% 70%
Network Carrier 2011 60% 40% 50%
Cargo 2012-15 30% 10% 20%

Applying the estimated probabilities of each opportunity being realized to the economic impacts of each opportunity results in the
following estimated impacts summary.

Adjusted to Reflect Probability of Achieving

Estimated Direct Total
New or additional Probability Economic Economic Direct Total
service from: (Medium) Impact Impact Jobs Jobs
Allegiant 60% $ 3,590,036 $ 7,180,072 72 143
Charter Carrier 70% $ 819,060 $ 1,638,120 16 33
Network Carrier 50% $ 2,053,125 $ 4,106,250 41 82
Cargo 20% $ 631,552 $ 1,263,103 2 5
Total $ 7,093,773 $14,187,545 132 263

As illustrated above, the estimated total annual economic impact of new air service that would occur if the runway extension is built
exceeds the total one-time contribution to the runway project. Based on the direct economic impact alone, the project has less than a
two-year payback. We note as well that the ongoing maintenance cost of the new 1,000 ft. runway extension have been estimated at
approximately $52,000 per year, and therefore is not a material factor in deciding whether to proceed with the extension.
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Return on investment for the new runway, assuming a required investment of $18.0 million and an annual return of $14.188 million is
79%. The same return on investment calculation made on the basis of an annual economic return of $7.09 million (which ignores the
multiplier affect of the new air service) results in an ROI of 39%.

12. Conclusion

A Of the top 200 airports in the U.S., only 10 have runways that are shorter than Erie’s. And those airports are either small airports
served by turboprops or regional jets flying short distances, or land-locked secondary airports in the nation’s largest metropolitan
areas.

A Erie’s current short runway imposes real constraints on current operations and measurable limits on Erie’s air service
development. Erie’s air service needs cannot be fully met by turboprop and regional jet service. And Erie does not have the
luxury of having another airport with a longer runway.

A Air service is competitive and Erie is at a disadvantage. Erie’s main airport competitors — Cleveland, Buffalo, and Pittsburgh —
each have longer runways that permit unrestricted mainline nonstop service within the U.S. Erie’s runway limitations, in
comparison with neighboring airports, help limit its role to that of a secondary airport.

A There is real interest in serving Erie by carriers who cannot do so today because of the short runway. Applying conservative

economic impact model inputs and reasonable assumptions as to the probability of these new services occurring, the benefits of the
new services clearly justify the cost of the 1,000 ft. runway extension.
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Exhibit 1 — Economic Impact Methodology

Numerous studies have examined the impact of airport activity on local economies. Although the conclusions have varied, all studies
have found a strong correlation between air passenger growth and local economic impact. As indicated in the report, economic impact
studies typically have three components: direct economic impact; total economic impact; and jobs created.

Direct Economic Impact
Past studies have typically found that the direct economic impact per passenger falls into one of three ranges, depending on the type of
travel, region of the world, and other factors.

Typical Economic Impacts of Airports
Per 1 million passengers

Economic
Estimate Impact (mil
High $225
Medium $75
Low $35

Source: The Economic Benefits of Air Transport - 2000 Edition

This analysis uses the mid-range value ($75) for the passengers from the new services. Passengers living in the Erie area and starting
their trip from the airport may spend less than this figure, as their expenditures would be limited to items such as parking, concession
items, the portion of their airfare that is spent on local airline expenditures, etc. However, passengers arriving at Erie would spend
more than this figure as they would be spending for hotel, rental car, dining expenses, etc. Thus, the $75 value is an average
expenditure per departing and arriving passenger.

Total Economic Impact

This measure includes the direct economic impact plus induced impacts which are the economic impacts resulting from the “multiplier
effect.” An example of the multiplier effect is created when an airline employee spends his/her salary at a restaurant or hotel and
thereby creates additional business revenue and local employment.
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Various studies on the economic impact of airports use a wide range of multipliers to calculate the total economic impact. The
multipliers range from a high (for midsized airports) of 8.6° to a low of 1.5 for a small West Virginia airport. In this study, a very
conservative multiplier of 2.0 was used.

Jobs Created

Past studies have typically found that the number of jobs created per 1,000,000 passengers falls into one of three ranges, depending on
the type of travel, region of the world, and other factors.

Typical Airport Economic Impact Studies

Estimate Jobs/1 million passengers

Direct Total
High 2,000 8,000
Medium 1,500 6,000
Low 750 2,500

Source: The Economic Benefits of Air Transport — 2000 Edition
The mid-range value of 1,500 direct jobs per 1 million passengers was used to estimate the number of jobs resulting from the airport’s
activity. The number of total jobs created, which would include jobs resulting from induced expenditures, in addition to the direct
jobs, was based on a multiplier of 2. This multiplier is more conservative than used in most studies.

Cargo Economic Impact

A review of prior studies on the economic impact of cargo operations produced disparate results. For example, the direct impact
ranged from a low of $923 to a high of $2,819 per freight ton. As with the passenger operations, the conservative estimate ($923) was
used to construct the direct economic impact stemming from a new cargo operation. A multiplier of 2.0, the same as for the passenger
operations, was used to estimate the total impact from cargo operations.

® The Economic Benefits of Air Transportation.
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allegiant air
3301 N. Buffalo Dr. Ste-9, Las Vegas, NV 89129, 702-851-7300

January 19, 2007

Mr. Christopher L. Rodgers
Director of Strategic Development
Erie International Airport
Tom Ridge Feld ,

| 4411 West 12 Strast
Erie, Pennsylvania 16505

Dear Chris,

Allegiant Air has evaluated the potential for scheduled nonstop MD-83 ar MD-87 service from
Erie to Orlando Sanford and St, Petersburg. '

Erie shows potential for our nonstop Florida service, The market has charactaristics similar to
other citias where we already offer nenstop Florida service.

We strongly support the propoesal to extend the primary Erie runway to 7,500 et because our
MD-23 and MD-87 type aircraft need over 7,000 feet. of runway 0 operate from Erie to Florida
without significant restrictions. The proposed extension would permit us to operate nonstop to
Florida, where our load factors typically exceed 75%, without payload or operational
restrictions. If we were not able to operate in the market without operational restrictions, we
would be much less likely to consider Erie as an Allegiant market.

We review our new market options on a constant basis, A corrnitment on the part of Erie to
extend the primary runway would increase the likelinood that we would give serfous
consideration to the addition of Erie service.

yra ,
Director of Planning
Allegiant Air
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VACATIONS

7 Campus Boulevard » Newtown Square, Pennsylvania 18073 « Telephone: 610.358.6500 « Fax: 610.359.6650

December 13, 2005

Kelly J. Fredericks, P.E., A A.F.

Executive Director

Erie Municipal Airport authority

.Erie International Airport, Tom: R1dge Field
4411 West 12™ Street

Erie, PA 16505

Subject: Charter Service at Fric International Airport, Tom Ridge Field (ERI)

Dear Mr. Fredericks:

As discussed with your staff, we are interested in initiating charter service from Erie
International Airport (ERI). Unfortunately, the current runway length and visibility
minimums at ERI pose operational obstacles to the type of service we envision. The
proposed runway improvements, including an extension to 7,500 feet and enhanced
visibility minimums for ILS procedures, would allow us to revise our business plan to .

include ERIT in the future.

If adequate runway length were available at ERI, we would consider sponsoring weekly
non-stop flights to Cancun, Mexico using an Airbus A320 aircraft. Our A320 aircraft has
approximately 170 seats, and we would expect an average of 150 passengers would be
enplaned per flight. If the Cancun service is successful, we may also consider service to
and from Punta Cana, Dominican Republic.

We stand ready to support your runway improvements in any way possible. Should you
have any questions; please feel free to call me at 610-369-6513.

Sincerely, w

Ted Pappe

Ted Papps
Vice President Air Contractmo

Apple Vacations _—
7 Campus Boulevard E @ E \\_/] E
Newtown Square, PA 19073 )

I.
TP/l %] DEC 16 2005 .
' |
ER\EfﬂUMCIrALA\RPORTAUTHOH\W

www.applevacations.com




U8 ATRWAYS

1401 H Strest, N. W.
Suite 1075
Washington, DC 20005

January 3, 2007

Mr. Christopher L. Rodgers

Director of Strategic Development

Erie International Airport - Tom Ridge Field
4411 West 120 Street

Erie, PA 16505-3091

Dear Mr. Rodgers:

In support of the on-going benefit-cost analysis associated with extending the runway at Erie
International Airport, US Airways offers the following position. Wesupport the 1900 foot
extension and firmly believe it will provide an operational benefit to support our customers.
QOur operation does suffer from weight and balance restrictions on certain gauges of aircraft.
Currently US Airways is conducting a study to quantify our exposure which, understandably
will be alleviated, and hopefully eliminated with the extension. We will be working with you to
apply a dollar amount on what the augmentation will save from a weight and balance
perspective, i

On a broader level ERI is strategically located within a high concentration of our daily
operations. Itis a viable alternative for diversions such as weather, mechanical, or fuel. The
extensjon will enable US Airways to more precisely build ERI into its operating plan as a safety
alternative. Furthermore, the additional footage will expand the range of aircraft gauges we can
use for revenue service.

It is evident the extension will provide beneficial commercial use. US Airways will provide
these figures as soon as they are quantified,

If you have any immediate questions, please contact me directly at 202-326-5158.

With Regards, '

Mike Pastrick
US Airways — Airport Affairs
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Ii % Northwest Airlines, Inc.
%%M» Department A1135

2700 Lone Oak Parkway
Eagan MN 55121-1534
nwa.com

January 15, 2007

Mr. Christopher L. Rodgers | F BE 5

Director of Strategic Development i i E f ﬁ P ?
Erie International Airport - Tom Ridge Field

4411 West 12th Street

Erie, PA 16505-3091

Dear Mr. Rodgers:

In support of the on-going benefit-cost analysis associated with extending the runway at Erie
International Airporv-Northwest Airlines, Inc. (NWA) offers the following data. Please bear in
mind that this information has been provided to you in an attempt to accurately answer your
questions regarding real operational constraints and quantifiable costs incurred by our airline
due to weight and balance issues without compromising sensitive proprietary information.

In calendar year 2006, eighty-eight (88) passengers were denied boarding by NWA (including
Pinnacle and Mesaba passengers) due to weight and balance restrictions. As a result, NWA
incurred approximately $16,000 of incidental costs (e.g.: customer service-related costs above
and beyond those required under a Contract of Carriage, such as issuing meal vouchers, hotel
vouchers, phone cards, ground transportation to Hub facility, etc.) for voluntary and. .
involuntary denied boardings due to weight and balance restrictions. NWA would directly
benefit from the proposed runway extension project by the alleviation of these costs. Further,
NWA recognizes and appreciates additional operational benefits that are difficult to quantify
such as the creation of a viable diversion airport to larger aircraft operating in and around the
vicinity of Erie and increased flexibility in fleet use previously limited by runway length.

Thank you for the opportunity to lend support to this worthwhile endeavor.

Sincerely,

Erin L. Heitkamp
Regional Director Airport Affairs
Northwest Airlines, Inc.






Allegiant - Percentage of Flights Operating One or More Times Per Week

32.9% 32.3%

1x 2x 3x 4x 5x 6x Daily
Flights per Week

Source: OAG Schedule for July 8-14, 2007

Allegiant’s pattern of operation contrasts sharply with that of other airlines, including both low cost
carriers and network airlines. For Pennsylvania’s two largest airlines — US Airways and Southwest
— for example, 83 percent of US Airways flights operate on a daily basis, and virtually 100% of
Southwest’s flights operate every day.

US Airways Flight Operations Southwest Flight Operations

83.2%

100.0%

16.8%

0.0%

Daily Less Than Daily Daily Less Than Daily
Flights per Week Flights per Week

Source: OAG Schedule for July 8-14, 2007

Currently, Lehigh Valley is the one Pennsylvania airport that has service
from Allegiant. The population of Lehigh Valley is among the larger
populations of communities served by Allegiant, and Lehigh Valley has
been a particularly strong market for Allegiant. Allegiant operates more
flights from Lehigh Valley than from any other city except its three major
leisure destinations.

As illustrated on the following page, Allegiant flies from many more small
metropolitan areas than other low cost carriers. For example, Allegiant
flies to 16 metropolitan areas with populations of less than 200,000, while
AirTran, Southwest, and JetBlue each fly to only one metropolitan area
with a population of under 200,000.

Pennsylvania Air Service Monitor « July 2007




“Demand for our Number of Airports Served in Different Size Metro Areas

unique leisure 70
1

product continues 60 . 1 T
to be impressive” . R
Maurice J. Gallagher, .
Chairman, CEO and
President of Allegiant 20 -
Travel Company,
May 2007 10 1 -

0

Allegiant AirTran Southwest JeBlue

1mil+ M 500k-1mil 200k-500k ™ Under 200k

Population Source: 2000 MSA population www.census.gov; OAG Schedule for July 2007

Most airlines must operate their aircraft as many hours per day as possible to help keep unit costs
to a minimum. Yet Allegiant manages to have the lowest costs in the airline business, while also
having relatively low aircraft utilization. Allegiant flies its aircraft an average of 6.7 hours per day
versus over 11 hours/day for AirTran, Southwest, and JetBlue. Allegiant does this by operating a
served ponds” fleet of MD-80 aircraft, which are no longer manufactured and relatively inexpensive to purchase.
Because the aircraft are less expensive, it is less important that they be kept flying most of the
time.

“Big fish in

small, under-

Description of The chart below provides an illustration of how Allegiant limits its overall aircraft utilization. For
Allegiant Air from most airlines, Tuesday, Wednesdays, and Saturdays are the days when there are the fewest pas-
investor presenta- sengers. Rather than operate relatively low load factor flights on these days, Allegiant deals with
tion, March 6, 2007 this situation by substantially reducing the number of flights it operates on these days. This saves
money and gives Allegiant an opportunity to perform any needed maintenance on the aircraft.

Allegiant Operations by Day of Week

99 %
88 92
71
46 I 46

Sunday Monday  Tuesday Wednesday Thursday Friday Saturday

Source: OAG Schedule for July 8-14, 2007

Pennsylvania Air Service Monitor « July 2007




The primary drawback of Allegiant’s MD-80s is their relatively high fuel consumption. During
the first quarter of this year, fully 44 percent of Allegiant’s operating expenses were for fuel.
This compares with 27 percent for both US Airways and Southwest. Another drawback is that
the aircraft do not have the range to fly coast-to-coast. Thus airports such as Lehigh Valley have
service to Orlando and St. Petersburg, but not to Las Vegas because of MD-80 range limitations.

Allegiant has been expanding rapidly, at a rate of approximately 80% per year since 2002. As of
the end of the 1st quarter, it served 57 cities with service to/from Las Vegas, Orlando Sandford,
and St. Petersburg, compared with service from two cities to Las Vegas in 2002. Its original focus
city — Las Vegas — is still its biggest. Orlando/Sanford is next, and recently started St. Petersburg
is third. Allegiant is expected to announce a fourth focus city in the near future. The company has
been profitable and had its initial public offering in December 2006.

Allegiant - Weekly Flights at Focus Cities
“Some of the other
296 discount carriers
do require a larger

market than we

have. However,

having had such

success with

Las Vegas Orlando Sanford St Petersburg

Allegiant, it does

Source: OAG Schedule for July 8-14, 2007

demonstrate that

In selecting new airports to serve, Allegiant is extremely focused on identifying airports this market does
that are underserved in relation to their true passenger demand, and in minimizing costs,
especially fuel costs and airport related expenses. As Pennsylvania’s airports, especially
mid-sized airports, look for ways to improve service, they may find that the different

approach offered by Allegiant is of potential interest.

respond well to new

4

service”

Airlines Reacting to Weaker Demand by Re-Evaluating

Domestic Capacity Plans
The May edition of the Pennsylvania Monitor reported that airlines were beginning

to experience weaker advance bookings and a diminished ability to raise domes-
tic fares. Reacting to this weakness, most carriers have been re-evaluating future
domestic capacity plans. Many have recently announced new capacity reductions.

« US Airways plans to reduce extra flights planned for this summer
and also will remove seven Boeing 737s from service when their
leases expire later this year.

« Inlate May, United Airlines announced that it would cut domestic
capacity by 2-3 percent in fiscal year 2007 and shift more capacity
to international flights.

Sherry Wallace,

Roanoke Airport
spokesperson comment-
ing on the success of
Allegiant Air,

June 20, 2007

Pennsylvania Air Service Monitor « July 2007




“Given the

slowing U.S.

economy
and fuel-cost
pressures, we
are taking
these steps
to adjust

our capacity
growth rate,
which will
help to
restore profit

growth,”

Gary

Kelly, Southwest
Airlines CEQ,
July 2007

« American Airlines is now expected to reduce mainline capacity by
nearly 2 percent in 2007.

« In mid-June, jetBlue reported that it would be spending the next
two months to take a new hard look at its expansion plansin an
effort to improve its financial performance.

«  Southwest Airlines, no longer immune from demand weakness,
announced that it was reducing planned capacity growth in 2007
from 8 percent to approximately 6 percent. Southwest is eliminat-
ing 39 existing roundtrip flights from its current flight schedule

(many of them long-haul flights).

Pennsylvania Airline Capacity Impacted by Domestic Service
Reductions

State Overview

With the weakened airline demand environment as a backdrop, Pennsylvania will begin to see
year-over-year capacity reductions this summer. This follows the first half of 2007 when there
was virtually no change in seat capacity for the state on a year-over-year basis. By August,
scheduled seats will be down over 5% year-over-year and down nearly 30% from the prior peak
in 2001.

Year-Over-Year Change in Pennsylania Seats

Jan Apr Jul Oct Jan Apr Jul
06 06 06 06 07 07 07
2%
0% 0%

119
A2 430, -12%-12% 10,7117

Source: OAG Schedule

Individual Airline Capacity Changes

In August, four of Pennsylvania’s eight largest airlines
will be offering fewer seats in Pennsylvania than in
the same month of the previous year. The state’s larg-
est carrier, US Airways, with 56% of the seats offered
throughout the state, has the largest year-over-year de-
cline in capacity, with 8% fewer seats. American is of-
fering 6% fewer year-over-year seats, while Southwest,

Pennsylvania Air Service Monitor « July 2007



the state’s second largest carrier, will be offering 1% fewer seats — July/August 2007 mark the first
capacity decline by Southwest since beginning service in Pennsylvania. ;

United and Delta, both of whom reduced capacity during bankruptcy restructuring, are growing _,#
seat capacity 2% and 4% respectively. AirTran has the highest year-over-year growth rate at 6%.

Seats at Pennsylvania Airports by Carrier
(August 2007 versus August 2006)

6%

-6%
-8%
us American Southwest Northwest Unittd  Contnental  Delta AirTran
Airways

Source: OAG Schedule August 2007 vs. 2006

Individual Pennsylvania Airports

If the current schedule for August remains unchanged, each of the state’s mid-sized and
large airports with the exception of State College will experience capacity reductions
compared with the prior year. Wilkes-Barre/Scranton and Erie capacity will experi-

bsacs ! | /AT
mummmg;a:"

ence double digit declines, while Pittsburgh seat capacity will be down nearly 10%. ——
Philadelphia, Harrisburg and Lehigh Valley will have capacity reductions ranging from |
nearly 4% to 7% year-over-year. (Note: As the monitor goes to press, Delta has noti-
fied Erie that it will discontinue Atlanta service effective September 6, 2007.)
Selected Medium and Large Pennsylvania Airports
Versus Primary Out-of-State Competing Airports
Change in Capacity Year-Over-Year
Pennsylvania Airports Competitive Airports
Jun Jul Aug Jun Jul Aug
Erie 11.0% -16.4% 12.8% Buffalo 6.0% -3.5% -2.3%
Pittsburgh -2.4% 7.1% 9.7% Cleveland 1.8% 2.0% 5.3%
Harrisburg 0.0% -1.7% -4.7%
Lehigh Valley -8.6% 4.5% 6.6% Baltimore 1.% 2.8% 2.5%
Philadelphia -0.6% -2.6% -3.6% Newark 0.2% 0.4% 1.1%
Wilkes-Barre/Scranton -11.9% -13.7% -15.7%
State College 1.7% 5.2% 5.0%
Scheduled Seats in domestic and international Service, Comparison of June, July and August 2007
versus same months one year prior.
Source: OAG
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Pittsburgh
In August, US Airways will be halting service to a number of destinations including Lehigh Val-
ley, Watertown, Wilkes-Barre/Scranton, Buffalo, Baltimore, White Plains, Rochester, San Diego
and Seattle. A breakdown of Pittsburgh’s significant August capacity changes follows:

August Year/Year
Airport Carrier Change in Seats August Year/Year Service Change
PIT Airport Total 9.7%
US Airways 21.7% ABE/ART/AVP/BUF/BWI/HPN/ROC/SAN/SEA service ended
Smaller aircraft to Philadelphia
Northwest -12.9% Smaller aircraft to Detroit/Minneapolis
Southwest 14.7% New service to Baltimore
United 16.3% Additional service to Denver
Delta 16.6% New service to Salt Lake City
AirTran 35.7% Additional service to Atlanta/Orlando
Philadelphia
Philadelphia capacity will decline nearly 4% largely driven by reductions in hub carrier capacity.
August Year/Year
Airport Carrier Change in Seats August Year/Year Service Change
PHL Airport Total -3.6%
American -12.0% Reduction in Chicago O'Hare/San Juan service
United 6.2% Reduction in Denver/Washington Dulles/San Francisco service
US Airways -4.4% Smaller aircraft to Pittsburgh; Reductions in Florida/Caribbean service

Other Pennsylvania Airports

State College will have the only year-over-year capacity increase of any mid-size/large Penn-
sylvania airport in August. Reductions at the other airports range from a 4.7% seat decline at
Harrisburg to a 15.7% seat decline at Wilkes-Barre/Scranton.

August Year/Year
Airport Carrier Change in Seats August Year/Year Service Change
ABE Airport Total -6.6%
US Airways -23.8% Pittsburgh service ended; Smaller aircraft to Philadelphia
Continental -16.6% Boston service ended
Delta -10.0% Reduction in Atlanta service; New Boston service
Allegiant 56.7% New St. Petersburg/Clearwater service
AVP Airport Total -15.7%
Continental -43.1% Reduction in Cleveland service
US Airways -20.4% Pittsburgh service ended
ERI Airport Total -12.8%
US Airways -29.3% Reduction in Pittsburgh service
Delta -26.9% Cincinnati service ended; Additional Atlanta service
MDT Airport Total -4.7%
Northwest -16.2% Smaller aircraft to Detroit
US Airways -15.8% Reduction in Boston/Philadelphia/Pittsburgh service
United 12.1% Additional Chicago O'Hare service
SCE Airport Total 5.0%
Delta 24.7% New service to Atlanta
Northwest 23.5% Larger aircraft to Detroit
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Among Pennsylvania’s small commercial airports, year-over-year seat capacity for August is

down in Altoona (the loss of the daily trip to Pittsburgh) and Williamsport (loss of one daily trip ;
to Philadelphia) with other airports relatively unchanged

Out-of-State Airports ; I! & i o

Buffalo has the only capacity decline among the out-of-state competitive airports, with seats down
by 2.3% in August. The decrease is primarily the result of capacity reductions by American, Con-
tinental and US Airways.

Newark seat capacity remains virtually unchanged June through August.

Baltimore’s modest capacity growth trends continue from June through
August, with increases ranging from 1.9% to 2.8% during this period.
Despite the overall modest growth trends, Southwest continues to grow
approximately 7% year-over-year at Baltimore, with new year-over-year
service to Detroit, Pittsburgh and Oklahoma City.

Cleveland will grow the most among the out-of-state competitive air-

ports, with seat capacity up 5.3% in August driven by a 9.9% increase in Continental’s capacity.
Continental is adding service frequency to a number of destinations and adding new year-over-
year service to Jacksonville and San Diego.

Very Light Jets — The Next New Thing?
P erhaps the most exciting new development in aviation

is the introduction of very light jets (VLJs), which

are smaller than typical business jets. New engine,
airframe, and avionics technologies make it possible to pro-
duce high performance VLIJs at much lower prices than has
been possible in the past for business jets.

By definition, very light jets (VLJs) are small jets certified NEShEN@ LT
for single-pilot operation with a maximum takeoff weight

of less than 10,000 lbs. They typically seat between three and seven passengers, and cost between
$1.5 million and $3 million. (In contrast, business jets begin at about $5 million and go up rapidly
from there to $50 million and higher.) See table below for list of VLIJs expected to enter the
market over the next three years:

Expected
Design Manufacturer Seats Engines Max. Range (NM) Cost Orders Certification
Citation Mustang Cessna 6 2 1,300 $2.62m 250 8-Sep-06
Eclipse 500 Eclipse Aviation 6 2 1,125 $1.52m 2500 30-Sep-06
Adam A700 Adam Aircraft 57 2 1,200 $2.28m 282 2007
EV-20 Vantage Jet Eviation Jets 10 2 1,300 $3.00m mid 2007
ATG Javelin ATG &IAl 2 2 1,200 $2.80m ~100 early 2008
Diamond D-Jet Diamond Aircraft 5 1 1,350 $1.38m 125 early 2008
Epic Jet Epic Aircraft 7 2 1,600 $2.10m early 2008
Excel-Jet Sport-Jet Excel-Jet 5 1 1,000 $1.00m early 2008
Embraer Phenom 100 Embraer 6-8 2 1,320 $2.85m 50+ mid 2008
Spectrum S-33 Independence  Spectrum Aeronautical 9 2 2,000 $3.65m 2009
HondaJet HA-420 Honda Aircraft 6-8 2 1,100 $3.65m 130 2009
PiperJet Piper Aircraft 6 1 1,300 $2.199m 180 early 2010
Cirrus Jet Cirrus Design 7 1 1,000 $1.0m 230+ 2010
Spectrum S-40 Freedom Spectrum Aeronautical 7-9 2 2,200 $6.2m 2010
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“The air taxi
business, like
the charter
and airline
business, is
fundamentally
a wealth-de-
stroying
business. VLJs
simply make it
more fun and
exciting to lose

money.”

Vaughn Cordle,
Airline analyst

VLJs are expected to appeal to three market segments: (1) businesses that previously could not
afford a higher cost business jet; (2) air taxis planning to offer “on-demand” services; and (3)
individuals able to afford VLJs as high-end personal aircraft.

On-Demand Services

Of the three segments, many believe that the “on-demand” air taxi service segment offers the
most growth potential. Most of Pennsylvania’s small and mid-sized airports could benefit
from this type of service. The way the service would work is that customers would book seats
online just as with a scheduled airline, except that the customer would specify the schedule.
The service would be priced higher than scheduled commercial service, but lower than char-
ter service.

The FAA predicts a fleet of approximately 5,000 VLJs by 2017, with NASA projecting triple
that number. Two-thirds are expected to be used for air taxi service. As illustrated in the table
above, over 3,500 VLJs have already been ordered — with 2,500 orders coming from Eclipse
Aviation.

DaylJet is probably the
best known among the
companies  announc-
ing the startup of such
services. The company,
based in Boca Raton, has
ordered approximately
240 Eclipse-500s and is
scheduled to begin ser-
vice within the next several months. The first ten aircraft are dedicated to serve Boca Raton,
Gainesville, Lakeland, Pensacola, and Tallahassee. After Florida, the company will expand
to other states in the Southeast, and then consider other regions.

Daylet is focusing on business travelers looking for ways to save time by flying nonstop to
airports closer to their actual destinations. Prices will vary depending on how much leeway
travelers have in their schedules. Those who are more flexible as to pick-up and drop-off
times will be charged less as the greater leeway increases the probability that the company
can find up to three additional passengers to fly along. All DaylJet flights will be operated with
two pilots and a maximum of four passengers. Estimated prices range from $1 to $4 per mile.

DaylJet CEO Ed labucci, who previously founded successful software firm Citrix Systems, says
that the firm’s competitive edge is its software — designed to solve the very complex scheduling
and logistics problems associated with efficiently operating an on-demand business. “This is a
software and technology business that happens to deliver air travel,” he observed.

Another on-demand air taxi service still in the earlier stages of development is “Pogo”, founded
by former American Airlines CEO Bob Crandall and former People Express founder Donald Burr.
Pogo will operate a similar on-demand air taxi model. Pogo summarizes its customer benefits as
follows:

By taking advantage of the over 5,000 small- to medium-sized airports all around the
country, POGO will offer the simplicity of traveling from where you are to where you want
to go. (Instead of having to fly from one big airport to another big airport, perhaps stop-
ping at yet another big airport in between.) These underutilized airports bring many other
welcome benefits, such as the ease of parking steps away from your plane and being able
to avoid long lines and scheduling headaches.
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Because the on-demand air taxi model is new and unproven, there is considerable debate about
how successful it will be. Some industry analysts are skeptical that large-scale air taxi operations
will become a reality. They question whether there is sufficient demand for this type of service at
the prices that will be required to be profitable.

Others believe that the combination of lower cost VLJs and efficient scheduling practices will en-
able on-demand firms to capture a healthy share of time-sensitive corporate travelers. Only time
will tell who is right.

One other unresolved issue about VLIJs is the impact they will have on already-congested air
space. VLJ proponents argue that they will be using smaller airports and will not contribute to
ATC congestion. However, FAA Administrator Marion Blakely says “The question is exactly
where they’re going to be flying. How much is in congested air space? It’s probably not
knowable at this point.”

“The Eclipse
She also points out that if 2% of commercial airline passengers shifted to VLIs, the net effect :
would be to triple the number of takeoffs and landings that air traffic controllers manage. 500 will
serve a lot of
The VLJ Component of General Aviation
VLJs are only one part of the broad spectrum of general aviation, which is defined as all avia- small com-
tion other than scheduled commercial flights and military aviation. To provide some overall munities
perspective on how VLIs fit in, the table below shows the size and composition of the general
aviation fleet in comparison with the fleet operated by airlines. where there
currently is
U.S. Nonmilitary Fleet (2006) and Forecast Annual Growth Rate 2005-17 no airline
Average Annual service”
Aircraft Growth 2005-17
Passenger Carriers
Large jets 4,005 2.5%
Regional jets 1,874 4.6% b
Nonijet regional aircraft 1,027 -0.6% Vern Raburn,
Total passenger 6,906 2.6% President & CEO,
Cargo jets 1,027 2.3% Edlipse Aviation
General aviation
Single engine piston 145,110 0.3%
Multi-engine piston 17,505 0.1%
Turboprop 8,230 2.2%
Turbojet 9,025 6.0%
Experimental 22,600 1.2%
Rotorcraft (helicopters) 8,070 4.4%
Sport 300 na
Other 5,995 -0.5%
Total general aviation 216,835 1.4%
Source: FAA Forecasts 2005-2017

In terms of total aircraft, the general aviation fleet is more than 30 times the size of the passenger
carrier fleet. VLIJs fit within the “turbojet” category of general aviation, which makes up about 4%
of the total general aviation fleet.
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The three fastest growing segments of the industry
in terms of the number of aircraft are projected
to be general aviation turbojets (the segment that
includes very light jets), followed by regional jets
and helicopters. Even so, single engine piston air-
craft will remain by far the largest aircraft type in
the U.S. for many years to come.

Most use of general aviation aircraft is for business

purposes. Even for single-engine piston aircraft, about half of the hours flown are for business.
For business jets, turboprops, and multi-engine piston general aviation aircraft, the large majority
of flying time is for business use. VLIJs may appeal to businesses that currently operate or make
use of other types of general aviation aircraft as well as businesses that currently fly commercial
service or use charter services.

Finally, note that the U.S. manufactures more than half of the world’s general aviation aircraft by
value. Recently, the business has been growing with U.S-manufactured aircraft reaching a new
record in 2006 of $10.36 billion. Approximately 42% of those aircraft by value were exported.
VLJs may prove to be another successful U.S. export.

Don’t forget to sign up for Governor Rendell’s Weekly Newsletter at
www.governor.state.pa.us

Prepared By:

Eclat Consulting, Inc..
10780 Parkridge Boulevard, Suite 75
Reston, Virginia 20191

A limited term publication beginning in June 2005. The Pennsylvania Air Service Monitor is designed to provide policy makers with
information regarding industry trends and developments affecting Pennsylvania air service.
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