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| LEIGH FISHER ASSOQCIATES

A Division of Jacobs Consultancy Inc.

555 Airport Boulevard, Suite 300
Burlingame, Calfornia 94010 U.S.A
1.650.579.7722 Fax 1.650.343.5220

April 8, 2005

Mr. Yul McNair

Senior Manager of Business Development
Jacksonville Airport Authority

P.O. Box 18018

Jacksonville, Florida 32229

Re: Final Report, Air Cargo Market Assessment, Jacksonville Airport Authority
Dear Mr. McNair:

Please find enclosed 12 copies of the Final Report, JAA Air Cargo Market
Assessment for Jacksonville Airport Authority.

This final report includes an Executive Summary as well the findings from our
market assessment (submitted as a PowerPoint presentation). We look forward to
working with the JAA on developing the cargo market at the airports under your
control in the future.

Sincerel

‘Kenneth A. Bukauskas
Associate Director
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EXECUTIVE SUMMARY OF THE CARGO MARKET ASSESSMENT

OVERVIEW

As the prospect of global markets becomes more and more of a reality, the demand
for air cargo movement will continue to grow as part of an expanding logistics
system that emphasizes higher processing speeds, greater efficiency, more
specialized customer services, time-definite delivery, and reduced costs. Many of
the world’s leading companies (manufacturers, high-tech producers, and tele-
communication and information systems providers) have developed sophisticated
worldwide networks that rely on air cargo to maintain production lines, increase
precision of inventory management, and improve competitive positioning and
customer satisfaction. These trends create an opportunistic environment for airports
that have low congestion (airside and groundside), superior multi-modal access, and
the ability to expand required infrastructure to accommodate mid- to long-term
future growth opportunities—not typically the traditional cargo gateways, such as
Los Angeles, John F. Kennedy (New York), O'Hare (Chicago), and Miami
international airports.

The rapid evolution of the air cargo industry has created opportunities for the non-
traditional cargo airports to significantly increase their cargo activity and its region’s
access to the global marketplace; it also has created an ultra-competitive environ-
ment where many airports and cities have development programs to recapture their
“rightful share” of the cargo market. The Jacksonville Airport Authority (JAA) has
real opportunity to expand its cargo market and has several key drivers to fuel the
development: (1) an expanding (and increasingly dynamic) economy in Jackson-
ville, (2) non-congested airports, namely Jackson International Airport and Cecil
Field, that have excellent infrastructure, roadway ingress/egress, and long-term
expandability, and (3) superior access to multi-modal transportation—interstate
highways (1-95 and I-10), a major deep seaport, and national railroad systems that
will support the shipping community’s growing need to use cost-effective
fransportation. ‘

To leverage these market fundamentals, the JAA has developed a Strategic Air Cargo
Action Plan that will guide the future cargo development program and increase the
likelihood that the market opportunities for cargo activities are realized. Leigh Fisher
Associates (LFA) assisted in the development of the Plan and completed a Cargo
Market Assessment to determine the key market drivers, analyze the current demand
and service patterns, assess the regional competitive airport landscape, and assess the
ability of the JAA airports to accommodate additional cargo activity. This Executive
Summary of the Cargo Market Assessment summarizes the components on which
the JAA Strategic Air Cargo Action Plan is based.
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CARGO MARKET ASSESSMENT

The air cargo industry is characterized by speed and flexibility. Oftentimes, air
freight travels hundreds, even thousands of miles, on trucks before reaching an
airport or airplane. The criteria on which these transportation decisions are based
are driven largely by economic and customer demand. Understanding these
dynamics, and identifying those segments of the air freight market that can be
affected by shifts in demand/service patterns, are fundamental to the development
and implementation of the JAA cargo marketing and development plan.
Jacksonville’s specific air cargo market demand, its competitive landscape, and
various development opportunities are reviewed in the following paragraphs.

Air Cargo Industry Trends and Competitive Issues

An important component of strategic cargo marketing and planning is the
identification of the air cargo industry trends and competitive issues that affect
demand and capacity at the Airport. Identifying these trends and issues involves
much more than simply analyzing Airport cargo activities or surveying potential
service providers. Analyses of local and regional demand shifts, current air cargo
operators and their corporate direction, worldwide economic conditions, and the
competing factors and development strategies for air cargo volumes by competing
airports must be incorporated into the development strategy.

Defining Jacksonville’s Catchment Area

The Jacksonville region is known as a growing distribution center and truck
consolidation center for the lower southeast United States. Since 80% of the
manufactured goods that are shipped by or through Jacksonville are manufactured
elsewhere, Jacksonville is not known as a manufacturing center. Imports far exceed
exports, which challenges the near-term goal to develop a significant international
air freight business at Jacksonville International Airport and Cecil Field (the

Airports).

Given this evolving environment, identifying JAA Airports’ realistic market
opportunities is imperative to maximize the efficiency of the marketing program
and minimize the overall manpower and cost to the JAA. In an industry as diverse
as air cargo, combined with today’s troubling financial /economic environment, a
rifle (rather than a shotgun) approach towards marketing is not only more effective,
but also more cost efficient and more likely to return positive results. A funda-
mental first step towards realistically defining market opportunities at the JAA
Airports is to identify its market catchment area.
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Traditional concentric circles or political boundaries do not convey the distance a
truck can attain or the ease at which cargo crosses state and county boundaries. A
more precise approach to determining the Airports’ reach is to incorporate real-
world transportation characteristics (truck drive-distance programs that account for
interstate speeds, topography, and roadway congestion) and competing airport
factors. The fact that Jacksonville is within a day's truck drive to the core of the
industrial heartland of the United States is a major reason why trucks dominate the
transportation in the region and it is a challenge to develop a growing air cargo
business. Trucks are significantly less expensive, yet can still deliver and guarantee,
high-value, time-sensitive goods door-to-door from Jacksonville to approximately
one-third of the U.S. population. In light of the competitive issues discussed in the
previous section and the fact that two major airports in the region accommodate
large volumes of cargo (Miami and Atlanta international airports), Jacksonville’s
five-hour truck drive radius is determined to be the primary service region in which
Jacksonville can effectively compete (see Figure 1). As Jacksonville’s cargo market
develops, coinciding with the attraction of scheduled international freighter service,
its market reach will expand accordingly. Until that situation occurs, competitive
forces indicate attention should be focused on freight activity that emphasizes
regional transportation needs. Consequently, our analysis on freight activity
concentrates on this five-hour area.

Regional Air Freight Generation

As mentioned previously, the Jacksonville air cargo market is significantly
imbalanced towards imports. Given that air carriers require strong bi-directional
freight activity to achieve desired results, we have concentrated on the export freight
generation and movement in the area.

Sources of economic, manufacturing, and transportation data, such as the Florida
Department of Transportation, Department of Commerce, and U.S. Census, among
others, provide data that presents a good picture of the composition of the region’s
leading commodities. As shown in Table 1, the companies that manufacture the

- leading commodities employ thousands of workers in northern Florida. The

production, transportation, and consumption of these commodities is a major factor
in the region’s economy. These data characterize the area’s freight composition.
However, a more precise analysis is required to determine which segments of this
regional freight activity are “air-eligible” and likely to require air transportation.
Leigh Fisher Associates’ Freight Flow Model analyzes data to identify air freight
generation as well as the leading companies that produce these goods, at the county
level.
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Figure 1
JACKSONVILLE 0-5 HOUR DRIVETIME RADIUS
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Table 1

LEADING JACKSONVILLE AREA MANUFACTURERS

AIR-ELIGIBLE PRODUCTS

October 2004

Company/institution name Employee City Commodity description
Northrop Grumman Corp. 1,050 Saint Augustine Transportation equipment
Unison Industries Inc. 600 Jacksonwville Measuring equip. /instruments/ photography /optical
DURA Automotive Systems Inc. 500 Jacksonville Glass products/stone products
Atlantic Marine Inc. 370 Jacksonville Transportation equipment
Colomer USA 350 Jacksonville Chemicals
Mainship Corp. 327 Saint Augustine Transportation equipment
De La Mer Swimwear 300 Jacksonville Apparel from fabrics
Maidenform Inc. 300 Jacksonville Apparel from fabrics
BellSouth Advertising & Publish. 300 Jacksonville Printing and publishing
Rayonier Inc. 300 Fernandina Beach Chemicals
Ideal Division 300 Saint Augnstine Transportation equipment
Vac-Con Inc. 250 Green Cove Springs  Industrial /commercial machines and computers
Florida North Shipyards Inc. 205 Jacksonville Transportation equipment
Unisource Worldwide Inc. 200 Jacksonville Paper producis
Mercury Luggage Manufacturing 200 Jacksonville Leather
Gate Concrete Products Co. 200 Jacksonville Glass products/stone products
Tech Packaging Inc. 200 Jacksonville Industrial /commercial machines and computers
Crown Products Co Inc. 195 Jacksenville Fabricated metal products
Corbel & Co Inc. 188 Jacksonville Printing and publishing
Coastal Industries Inc. 170 Jacksonviile Glass preducts/stone products
American Coolair Corp. 160 Jacksonville Industrial/commercial machines and computers
American Technical Ceramics 160 Jacksonville Electronics and electrical except computer
Fishman & Tobin Inc. 150 Orange Park Apparel from fabrics
Arizona Chemical Co. 150 Jacksonville Chemicals
Walter Lorenz Surgical Inc. 150 Jacksonville Measuring equip./instruments /photography/ optical
GCR Tires 145 Jacksonville Transportation equipment
Allstate Steel Co Inc. of Jacks 130 Jacksonville Fabricated metal products
Information & Display Systems 128 Jacksonville Jewelry /precious metals/misc. manufacturing
Trend Offset Printing Services 125 Jacksonville Printing and publishing
IFS Chemical Holdings Inc. 120 Jacksonville Chemicals
Sun State Marine Services Inc. 120 Green Cove Springs  Transportation equipment
Goodrich Corp. 100 Jacksonville Chemicals
Crane Resistoflex-Aerospace 100 Jacksonwville Fabricated metal products
Breidert Air Products Inc. 100 Jacksonville Industrial /commercial machines and comphiters
Northrop Grumman Corp. 1,050 Saint Augustine Refrigeration/air conditioning and heating equip.
Unison Indusltries Ine. 600 Jacksonville Magnetic and optical disks/drums and tapes
DURA Auntomotive Systems Inc. 500 Jacksonville Flectric lamps and bulbs
Atlantic Dry Dock Corp. 500 Jacksonville Petroleum refining
Colomer USA 350 Jacksonville Internal combustion engines
Mainship Corp. 327 Saint Augustine Motor vehicle parts and accessories
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By incorporating these data with a Geographic Information System platform,
detailed maps are generated that indicate where air freight is produced. These
products have proven valuable in identifying specific marketing targets—and
translate directly into future direct airline marketing presentations. In the past,
airline management has stated that these data are influential in the route planning
decision-making process. Figure 2 illustrates the regional perspective of the leading
producers of air-eligible freight in the greater Jacksonville area.

Figure 2
JACKSONVILLE AREA-ELIGIBLE SHIPPERS
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During our in-field research, many of the freight forwarding firms described an
increasingly optimistic outlook for cargo growth in the region and were keen on the
multi-modal potential (air and seaport) with special emphasis on the Puerto Rico
and Caribbean markets.

250-499
100-249
50-99
0-49

The integrated carriers also discussed regional growth prospects. These companies
have diversified their service offerings and now provide a broad-range of surface
transportation options. Jacksonville is seen as a good location for serving the lower
southeast market. In fact, UPS management mentioned that the company plans to
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i begin direct Puerto Rico service (daily B-757 aircraft) from Jacksonville International
[ Airport in the late spring of 2005.

[ The cargo generation and distribution analysis indicates that Jacksonville’s

- economic development is strong and incorporates an increasing amount of

L companies that rely on expedited transportation. While these data and trends
portend a developing critical mass of air cargo activity, the competitive forces in the
Jacksonville catchment area are extremely strong.

s
M Competitive Issues

[ While there is a growing amount of freight activity in the Jacksonville area, there is
- a high degree of competition from other airports that are currently attracting a large
[ proportion of the locally generated freight activity. As the logistics community

understands, the freight forwarders and logistics providers are attracted to the
relatively cheap cargo capacity that exists in the bellies of the passenger aircraft,
[ particularly in the widebody international flights. Accordingly, the traditional
_ passenger gateways, Los Angeles, Chicago, and New York (John F. Kennedy)
[ international airports, are also some of the world’s leading cargo airports.
, Unfortunately, Miami and Atlanta international airports are within 350 miles of
L. Jacksonville.

Our leakage analysis indicates that, of the approximately 175,000 tons of air cargo

[ produced in the Jacksonville area, over 100,000 tons is “leaked” away to competing
_ airports. As indicated on Figure 3, a tremendous amount of cargo activity is

| accommodated in the State of Florida but also as far away as Los Angeles,

New York’s John F. Kennedy, and Chicago’s O’Hare international airports.

| The amount of air-eligible cargo activity that is currently being trucked away from
’ Jacksonville to other airports is significant; however, the fluid nature of air cargo, the
[ growth in regional economic activity, and the ability of the JAA Airports to
efficiently accommodate additional cargo volumes creates an opportunity for the
L) JAA to recapture regional freight flows and realize the economic impact to the

region of a growing air cargo program.

The JAA Strategic Air Cargo Action Plan incorporates the current market demand,
capacity issues, and the key growth drivers in Jacksonville into a market

[ development plan that will assist the JAA in translating the market opportunities
into cargo activity and economic benefit to the JAA Airports and the region.
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Figure 3

JACKSONVILLE AREA CARGO LEAKAGE
Jacksonville International Airport
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