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1 INTRODUCTION & METHODOLOGIES

INTRODUCTION & METHODOLOGIES

INTRODUCTION

Achieving air service success requires thoroughly
understanding the market and the needs of local
stakeholders, airline business models and trends
impacting the aviation industry. Air service development
efforts are most effective when they follow a plan
consistent with the air service needs of the community,
the specific strategies of target airlines for additional air
service and industry trends. Flagstaff Pulliam Airport
(FLG) is subject to several trends that impact air service
efforts, including:

The years prior to the COVID-19 pandemic

included major airline consolidation, fleet renewal with larger aircraft and rapid growth by ultra-low-cost

carriers (ULCCs).

The pandemic had an unprecedented worldwide impact on the airline industry. Airlines significantly reduced
capacity as passenger demand dropped 90 percent in April 2020.

Demand ramped back up slowly through the remainder of 2020 and 2021 with U.S. domestic leisure, Mexico,
and Caribbean demand coming back strongest.

U.S. business markets were slow to recover, and average fares dropped significantly as airlines aggressively
marketed to leisure passengers and shifted capacity from business markets to mountain and sun destinations. In
2022, capacity and passenger demand recovered to within 10 percent of 2019 levels.

While 2021 load factors were more than 10 points lower than 2019 levels with airline yields and fares down even
more, by the second quarter 2022, U.S. industry loads had recovered to pre-pandemic levels, with revenue
above 2019. By the end of 2022, domestic U.S. fares had increased to more than 11 percent over 2019 fares.
Prior to the pandemic, the industry was enjoying record profits due to lower fuel prices and a strong demand
environment. The pandemic drove the industry financials to the point that the airlines required massive financial
aid and subsidies totaling roughly $54 billion to survive. Financial performance improved throughout 2021, and,
by mid-2022, the industry was back in the black, albeit at significantly lower profit margins.



e« Heavy pilot retirements and insufficient training pipelines left the industry struggling to
support schedules as the airlines attempted to ramp up capacity in 2022. The impact was
particularly difficult for the regional airlines that provide access to most of the smaller
communities around the U.S. Major network airlines eliminated service to many markets
due to the regional crew shortages.

e Fuel prices have recently been high and are on an upward trajectory, which could affect
capacity growth and airlines’ appetite for risk.

e Incentives for new service continue to be important to airline decision-making.

e Low-cost carriers (LCCs) and ULCCs are growing faster than the majors but are struggling
to support capacity growth with constrained pilot resources and aircraft delivery delays.

With these trends in mind, the responsibility is on airports to monitor their market and be
proactive with their air service development efforts, especially when performance issues are noted. When service
improvements or new service is sought, it is important that airports and communities know and understand their market,
and the Passenger Demand Analysis is a critical tool in helping communities do so. It provides objective air traveler data
compiled from industry accepted sources using standard methodologies.

OBJECTIVES

The objective of the Passenger Demand Analysis is to develop information on the travel patterns of airline passengers
who reside in the FLG catchment area. The report provides an understanding of the FLG situation and formulates
strategies for improvement. This analysis includes an estimate of total airline passengers in the catchment area and
related destinations as well as an assessment of the air service situation at FLG.

METHODOLOGY

The Passenger Demand Analysis combines Airline Reporting Corporation (ARC) ticketed data and U.S. Department of
Transportation (DOT) airline data to provide a comprehensive overview of the air travel market. For the purposes of this
study, ARC data includes tickets purchased through travel agencies by passengers in the FLG catchment area

(Exhibit 3.1, page 5). It does not capture tickets issued directly by airline web sites (e.g., www.aa.com, www.united.com)
or directly through airline reservation offices. The data used include tickets for the zip codes in the catchment area, not all
tickets. As a result, ARC data represents a sample to measure the air travel habits of catchment area air travelers.
Although limitations exist, ARC data accurately portrays the airline ticket purchasing habits of a large cross-section of
catchment area travelers. A total of 8,232 ARC tickets for the year ended March 31, 2023, were used in this analysis.
Adjustments were made for Southwest Airlines and ULCCs since they have limited ARC representation.



EXECUTIVE SUMMARY

DATA SOURCE/

CATCHMENT AREA

The Passenger Demand Analysis includes
8,232 ARC tickets from the FLG catchment
area for the year ended March 31, 2023. The
catchment area has an estimated population of
238,715 in 2023 and 42 zip codes. In addition to
ARC data, Diio Mi origin and destination data
and schedule data (as of October 5, 2023) is
used throughout the report.

DEPARTURES AND

AVAILABLE SEATS

For the year ended March 31, 2023, FLG was
served by two airlines, American Airlines and
United Airlines, to three hubs. American
provided service to Dallas-Fort Worth and
Phoenix-Sky Harbor International Airport (PHX),
and United provided service to Denver. United
exited the market in October 2022. FLG had a
total of 2,009 departures from FLG offering
130,385 seats. Flights and seats were down 30
and 26 percent, respectively, from the year
ended March 31, 2022.

AIRPORT USE

Nineteen percent of catchment area travelers
used FLG, while 78 percent diverted to PHX,
and 3 percent used Las Vegas’ Harry Reid
International Airport (LAS). In a comparison of
domestic versus international itineraries, 19
percent of domestic and 21 percent of
international travelers used FLG. PHX served
78 percent of domestic and 76 percent of
international travelers. LAS served the same
share of domestic and international travelers at
3 percent.

TRUE MARKET

FLG'’s total air service market, called the true
market, is estimated at 876,727 annual origin
and destination passengers. Domestic travelers
accounted for 844,901 of the total true market
(96 percent). International travelers made up
the remaining 31,825 passengers (4 percent).

DESTINATIONS

Forty-nine percent of travelers were destined to
or from one of the top 25 markets. Denver was
the number one destination with 3 percent of
passengers. FLG retained 33 percent of
passengers to/from Denver. The next largest
markets were San Francisco, Chicago-O’Hare,
Los Angeles, and Dallas-Fort Worth with

retention of 15, 16, 14, and 47 percent,
respectively. Five of the top 25 markets had
retention rates of 25 percent or greater, while
eight markets had retention rates less than
15 percent.

REGIONAL DISTRIBUTION

Twenty percent of travelers were destined to
the West region, followed by 15 percent to the
Southeast region and 15 percent to the Great
Lakes region. FLG’s highest retention occurred
in the Northeast region at 25 percent. The
lowest retention occurred to the Great Lakes
region at 15 percent. Of the international
travelers, the top three international regions
were Europe, Mexico and Central America, and
Canada with the highest FLG retention to
Europe at 25 percent and the lowest retention
to Mexico and Central America at 17 percent.

AIRLINES USED

American carried the highest share of
passengers at FLG, with an 85 percent share,
based on U.S. DOT data. United served 13
percent of FLG’s passengers, while the
remaining 2 percent were served by codeshare
or interline carriers. Airline share of diverting
passengers was estimated using an
approximation of carrier share with ARC data.



An adjustment was made for Southwest Airlines
and ULCCs. Carrier shares of diverting FLG
catchment area passengers were Southwest
with 36 percent, American with 33 percent,
United with 10 percent, and Delta Air Lines with
9 percent. Alaska Airlines, Frontier Airlines, and
JetBlue Airways each had a share of 4 percent
or less, and other various airlines served

3 percent.

PASSENGER ACTIVITY

For the year ended March 31, 2014, through the
year ended March 31, 2023, FLG’s origin and
destination passengers (as reported by the
airlines to the U.S. DOT) increased at a
compound annual growth rate (CAGR) of 4.2
percent. Similarly, PHX’s passengers increased
over the 10-year period at a CAGR of 4.0
percent. LAS’s passengers increased at a
CAGR of 3.2 percent. Since the year ended
March 31, 2022, FLG’s passengers decreased
24 percent, while PHX’s passengers increased
10 percent, and LAS'’s passengers increased
14 percent.

DOMESTIC AIRFARES

For the year ended March 31, 2023, the one-
way average domestic airfare for FLG was
$304. FLG’s fare was $111 higher than PHX’s
average fare and $147 higher than LAS'’s
average fare. FLG had the highest fare
compared to PHX and LAS in each of the top
25 markets, with the highest fare differences to

Cleveland, with FLG at an average fare of $204
higher than PHX and $222 higher than LAS.

AVERAGE FARE TREND

From the year ended March 31, 2014, through
the year ended March 31, 2023, the average
domestic airfare for FLG passengers increased
at a CAGR of 3.4 percent. PHX’s average fares
increased at a 1.4 percent CAGR over the 10-
year period, while LAS’s fare increased at a 0.1
percent CAGR. The fare gap between FLG and
PHX increased from 2022 to 2023 by $42, while
the fare gap between FLG and LAS increased
year-over-year by $64.

NONSTOP SERVICE

For the year ended March 31, 2023, FLG
offered nonstop service to two top 25
destinations with an average of 14 weekly
roundtrips. FLG had service to three total
destinations with an average of 39 weekly
frequencies. PHX and LAS each had nonstop
service to all 25 of the top 25 destinations on
1,608 and 1,953 weekly roundtrips,
respectively. PHX had service to a total of 148
destinations, and LAS had service to

166 destinations.

AIR SERVICE OPPORTUNITIES

While recent traffic growth was down 24 percent
year-over-year, over the last 10 years, traffic for
FLG has grown at 4.2 percent per annum. FLG
has historically been served by a single airline,
American Airlines or its predecessors US

Airways and America West Airlines. American
provides one to two daily roundtrips to Dallas-
Fort Worth and three to four daily roundtrips to
PHX. The Dallas-Fort Worth service averaged a
79 percent load factor for the year ended March
31, 2023, while the PHX service had a load
factor of just 64 percent for that same period.

United began service in March 2019 with
nonstop service to Denver; however, service
was suspended in October 2022, during the
study period of this report. Load factors were
strong during the final year of service at FLG,
above 83 percent; however, United continues to
struggle with aircraft and crew availability for its
regional partners and that is likely to continue
through 2024. As the pilot availability improves,
re-instatement of service to Denver should be a
top priority for FLG followed by San Francisco
service.

Breeze Airways is the most likely new entrant
airline at FLG; however, their current West
Coast destinations, such as LAS, are too close
to FLG to work except for San Francisco, with a
true market size of 36 PDEW, expanding to 68
PDEW to the larger San Francisco Bay Area.
As Breeze’s West Coast network evolves and
expands its footprint, other opportunities may
arise for FLG.



AIRPORT USE

To understand airport use, it is important to understand the relative size of the catchment area, current air service, and
passenger activity. FLG’s use was determined using the year ended March 31, 2023, ARC data for the zip codes from the
catchment area.

AIRPORT CATCHMENT EXHIBIT 3.1 FLG CATCHMENT AREA
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3 AIRPORT USE

From the year ended March 31,
2022, to the year ended March
31, 2023, flights decreased 30
percent and seats decreased 26
percent, with both airlines
reducing service in each
nonstop market.

2 Source: Diio Mi; Woods & Poole Economics, Inc.

AIR SERVICE

Table 3.1 provides FLG’s departures and seats for the year ended March 31, 2023. Two airlines, American Airlines and
United Airlines, served FLG during the study period. American provided service to Dallas-Fort Worth and PHX. United
provided service to Denver. From the year ended March 31, 2022, to the year ended March 31, 2023, flights decreased
30 percent and seats decreased 26 percent, with both airlines reducing service in each nonstop market.

TABLE 3.1 DEPARTURES AND SEATS BY AIRLINE AND DESTINATION - YEAR ENDED MARCH 31

TOTAL DEPARTURES TOTAL SEATS

DESTINATION W RIREBIINE
Dallas, TX (DFW) American (29%) 33,735 47,840 (29%)
Denver, CO United 212 754 (72%) 13,580 38,800 (65%)
Phoenix, AZ (PHX) American 1,278 1,369 (7%) 83,070 89,117 (7%)
Total 2,009 2,859 (30%) 130,385 175,757 (26%)

PASSENGER AND POPULATION TRENDS

Exhibit 3.22 plots passenger trends from 2014 to 2023 compared to population. The Flagstaff, AZ Metropolitan Statistical
Area (MSA) was used as a surrogate for the growth trend of the FLG catchment area population. During the 10-year
period, passengers increased at a CAGR of 4.2 percent, while population grew at a CAGR of 0.7 percent.

EXHIBIT 3.2 PASSENGERS AND POPULATION TRENDS
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LOAD FACTOR, AVAILABLE SEATS, AND PASSENGERS

For the year ended March 31,
2023, load factors each quarter
exceeded the previous year’s

Exhibit 3.3 shows FLG’s bi-directional available seats, bi-directional onboard passengers, and load factors for arrivals
and departures by quarter from the second quarter 2020 through the first quarter 2023. Due to the pandemic, the low for
each indicator was in the second quarter of 2020. The peak for the load factor over the 12-quarter period was in the fourth
quarter of 2022 at 81 percent. The fourth quarter of 2021 neared the peak at 80 percent. For the year ended March 31,
2023, load factors each quarter exceeded the previous year’s load factor except for the first quarter of 2023.

load factor except for the first
quarter of 2023.

Over the three-year period, available seats were lowest in the second quarter of 2020 at 31,065, while the highest number
of seats was in the third quarter of 2021 at 108,905. Seats in each quarter were down compared to the same quarter in
the prior year except for the first quarter of 2023 that increased. The low for onboard passengers at FLG through the
three-year span was in the second quarter of 2020, and the high for onboard passengers was in the third quarter of 2021
at 66,816. Onboard passengers decreased in each quarter versus the prior year.

EXHIBIT 3.3 LOAD FACTOR, AVAILABLE SEATS AND ONBOARD PASSENGERS
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_ _ AIRPORT USE EXHIBIT 3.4 AIRPORT USE
FLG retained 19 percent of its LAS
catchment area passengers, Exhibit 3.4 shows the airports used by FLG catchment area FLG 3%
with PHX being the largest travelers. An estimated 19 percent of the catchment area’s air

travelers used FLG for their trips; 78 percent diverted to PHX,

diversionary airport at
and 3 percent diverted to LAS.

78 percent followed by LAS at

3 percent.
DOMESTIC AND INTERNATIONAL

ITINERARIES

Table 3.2 shows passengers by domestic and international
itineraries. Nineteen percent, or 161,890 domestic travelers,
and 21 percent, or 6,671 international travelers, used FLG.

PHX was the top diversionary airport for domestic and TABLE 3.2 AIRPORT USE - DOMESTIC &
international passengers, serving 78 percent of domestic INTERNATIONAL COMPARISON
. . ORIGINATING
travelers and 76 percent of international travelers. LAS served RANK AIRPORT
the same percentage of domestic and international travelers at Domestic
3 percent. 1 PHX 656,044 78
2 FLG 161,890 19
8 LAS 26,967 8
Subtotal 844,901 100
International
1 PHX 24,341 76
2 FLG 6,671 21
3 LAS 813 3
Subtotal 31,825 100
Domestic and International
1 PHX 680,385 78
2 FLG 168,561 19
3 LAS 27,781 3

Total 876,727 100
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AIRPORT USE BY COMMUNITY

Airport retention rates by community are an important aspect to understanding the overall FLG catchment area. Table 3.3
shows how retention varies among the local communities within it. Overall, the Flagstaff community generated the highest
number of true market passengers, with 474,048 annual passengers, 54 percent of the total. The Sedona community also
generated a significant number of air travelers, with 129,937 annual passengers, 15 percent of the total. Only one other
community generated more than 30,000 annual passengers, Cottonwood. Communities with lower than average retention
at less than 10 percent included the Sedona, Cottonwood, Cornville, Clarkdale, Holbrook, Paulden, and Rimrock
communities. The highest retention at greater than 25 percent included the Flagstaff, Grand Canyon, Tuba City, and
Parks communities.

TABLE 3.3 AIRPORT USE BY COMMUNITY

TRUE MARKET
PASSENGERS
Flagstaff 69 29 2 474,048
Sedona 94 6 0 129,937
Cottonwood 98 1 1 84,243
Cornville 97 2 2 26,018
Williams 67 23 10 24,850
Clarkdale 96 4 0 19,452
Page 53 13 35 17,169
Winslow 82 18 0 13,566
Holbrook 94 6 0 11,395
Bellemont 85 15 0 11,321
Paulden 93 0 7 10,487
Grand Canyon 64 28 8 10,001
Rimrock 96 1 3 9,778
Tuba City 46 31 23 6,718
Munds Park 90 10 0 5,602
Parks 67 33 0 5,309
Other 73 11 17 16,832
Total 78 19 3 876,727
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TRUE MARKET

The true market portion of the Passenger Demand
Analysis provides the total number of passengers in the
catchment area; specifically, it analyzes the portion of
passengers diverting from the FLG catchment area. This
section investigates destinations associated with travel
to and from the catchment area. In addition, destinations
are grouped into geographic regions to further
understand the regional flows of catchment area

air travelers.

TRUE MARKET ESTIMATE

The airport catchment area (Exhibit 3.1, page 5) represents the geographic area from which the airport primarily attracts
air travelers. Domestic airlines report origin and destination traffic statistics to the U.S. DOT on a quarterly basis. Used by
themselves, these traffic statistics do not quantify the total size of an air service market. By combining ARC tickets with
passenger data contained in the U.S. DOT airline reports, an estimate of the total air travel market by destination was
calculated. The total air travel market is also referred to as the “true market”. Passengers are estimated for domestic and
international markets on a destination basis. Adjustments were made to account for Southwest Airlines and ULCCs, which
are under-represented in ARC data.

The ARC data used in this report includes information on initiated passengers ticketed by local or online travel agencies.
This enables the identification of passenger retention and diversion. According to U.S. DOT airline reports for the year
ended March 31, 2023, 43 percent of FLG origin and destination passengers initiated air travel from FLG, and the other
57 percent began their trip from another city (e.g., New York, Dallas, and Phoenix). For the purposes of this analysis, it is
assumed that travel patterns for FLG visitors mirror catchment area passengers.

10



4 TRUE MARKET

TOP 25 TRUE MARKET DESTINATIONS

The top 25 destinations for FLG (shown in Table 4.1) accounted for 49 percent of the travel to/from the FLG catchment
area. Denver was the largest market with 29,983 annual passengers (41.1 passengers daily each way [PDEW]) and
accounted for 3 percent of all catchment area travel. San Francisco, Chicago-O’Hare, Los Angeles, and Dallas-Fort Worth
made up the remaining top five markets. FLG had nonstop service to two of the top five destinations prior to United exiting
the market.

TABLE 4.1 TRUE MARKET ESTIMATE - TOP 25 DESTINATIONS

FLG
DIVERTED TRUE
RANK DESTINATION REP&F;(TED MARKET PDEW

1 Denver, CO 10,034 19,949 29,983 41.1
2 San Francisco, CA 4,068 22,530 26,597 36.4
3 Chicago, IL (ORD) 4,034 21,409 25,442 34.9
4 Los Angeles, CA 3,454 21,535 24,989 34.2
5 Dallas, TX (DFW) 11,579 12,917 24,495 33.6
6 Portland, OR 2,978 19,109 22,087 30.3
7 Seattle, WA 3,603 17,918 21,521 29.5
8 Orange County, CA 2,658 14,845 17,504 24.0
9 Washington, DC (DCA) 3,026 14,324 17,350 23.8
10 Boston, MA 4,840 11,782 16,622 22.8
11 Indianapolis, IN 1,758 14,054 15,812 21.7
12 Austin, TX 2,997 12,672 15,669 21.5
13 Philadelphia, PA 4,721 10,158 14,879 20.4
14 San Diego, CA 3,644 11,162 14,806 20.3
15 Houston, TX (IAH) 2,532 10,774 13,306 18.2
16 Atlanta, GA 2,128 11,110 13,238 18.1
17 Orlando, FL (MCO) 1,744 11,490 13,234 18.1
18 Newark, NJ 2,595 10,547 13,142 18.0
19 Salt Lake City, UT 1,875 11,040 12,915 17.7
20 Nashville, TN 1,743 11,084 12,827 17.6
21 Sacramento, CA 2,075 10,664 12,739 17.5
22 Cleveland, OH 1,264 11,204 12,469 17.1
23 Tampa, FL 1,671 10,789 12,460 17.1
24 Oakland, CA 0 12,291 12,291 16.8
25 Minneapolis, MN 2,064 9,659 11,723 16.1

Top 25 destinations 83,086 345,015 428,101 586.4

Total domestic 161,890 683,011 844,901 1,157.4
Total international 6,671 25,154 31,825 43.6
All markets 168,561 708,166 876,727 1,201.0

11



Denver, Dallas-Fort Worth,
Boston, Philadelphia, and San
Diego had the highest retention
rates, at 25 percent or greater,
with Denver and Dallas-Fort
Worth having nonstop service.

TOP 25 DOMESTIC DESTINATIONS

4 TRUE MARKET

Table 4.2 shows the percentage of passengers by market and originating airport for the top 25 domestic destinations.
Nineteen percent of passengers used FLG for travel to the top 25 domestic markets. Overall, the highest retention rates
by market at 25 percent or greater included Denver, Dallas-Fort Worth, Boston, Philadelphia, and San Diego. The lowest
retention rates at less than 15 percent included Los Angeles, Portland, Indianapolis, Orlando-International, Nashville,
Cleveland, Tampa, and Oakland.

TABLE 4.2 TOP 25 DOMESTIC DESTINATIONS BY ORIGINATING AIRPORT

RANK

1
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DESTINATION

Denver, CO
San Francisco, CA
Chicago, IL (ORD)
Los Angeles, CA
Dallas, TX (DFW)
Portland, OR
Seattle, WA
Orange County, CA
Washington, DC (DCA)
Boston, MA
Indianapolis, IN
Austin, TX
Philadelphia, PA
San Diego, CA
Houston, TX (IAH)
Atlanta, GA
Orlando, FL (MCO)
Newark, NJ
Salt Lake City, UT
Nashville, TN
Sacramento, CA
Cleveland, OH
Tampa, FL
Oakland, CA
Minneapolis, MN
Top 25 Domestic
Total Domestic

66 33 1 29,983
78 15 6 26,597
82 16 3 25,442
80 14 6 24,989
52 47 1 24,495
79 13 8 22,087
77 17 6 21,521
77 15 8 17,504
82 17 1 17,350
68 29 3 16,622
82 11 7 15,812
69 19 12 15,669
64 32 4 14,879
75 25 0 14,806
81 19 0 13,306
84 16 0 13,238
87 13 0 13,234
76 20 5 13,142
85 15 0 12,915
86 14 0 12,827
84 16 0 12,739
90 10 0 12,469
87 13 0 12,460
86 0 14 12,291
82 18 1 11,723
77 19 4 428,101
78 19 3 844,901

12



TOP 10 DOMESTIC DESTINATIONS BY ORIGINATING AIRPORT
In aggregate, the top

diversionary markets included Table 4.3 shows the top 10 markets when passengers exclusively fly out of FLG as well as the top 10 markets when

San Francisco, Los Angeles, passengers fly exclusively from the alternate airports. Three of the destinations were consistently in the top 10 for each of
the airports, including San Francisco, Los Angeles, and Seattle. In aggregate, the top diversionary markets included San
Francisco, Los Angeles, Chicago-O’Hare, Denver, and Portland. Exhibit 4.1 shows the top 10 markets overall and the
share FLG and the competing airports received by market with a bar graph.

Chicago-O’Hare, Denver,
and Portland.

TABLE 4.3 TOP 10 DOMESTIC DESTINATIONS BY ORIGINATING AIRPORT

PHX
1 San Francisco, CA 20,836 Dallas, TX (DFW) 11,579 Austin, TX 1,864
2 Chicago, IL (ORD) 20,740 Denver, CO 10,034 Portland, OR 1,733
3 Los Angeles, CA 19,946 Boston, MA 4,840 Oakland, CA 1,726
4 Denver, CO 19,774 Philadelphia, PA 4,721 San Francisco, CA 1,694
5 Portland, OR 17,376 San Francisco, CA 4,068 Los Angeles, CA 1,589
6 Seattle, WA 16,560 Chicago, IL (ORD) 4,034 Orange County, CA 1,373
7 Washington, DC (DCA) 14,143 San Diego, CA 3,644 Seattle, WA 1,358
8 Orange County, CA 13,473 Seattle, WA 3,603 St. Louis, MO 1,258
9 Indianapolis, IN 12,952 Los Angeles, CA 3,454 Indianapolis, IN 1,102
10 Dallas, TX (DFW) 12,691 Phoenix, AZ (PHX) 3,154 Richmond, VA 1,014

EXHIBIT 4.1 RETENTION AND DIVERSION FOR THE TOP 10 DESTINATIONS
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_ 4 TOP 15 INTERNATIONAL DESTINATIONS

Table 4.4 shows the percentage of passengers for the top 15 international destinations by originating airport. Only the top
15 international destinations are shown due to the smaller market sizes involved with international itineraries and limited
available data. FLG retained 19 percent of the catchment area passengers destined for the top 15 international markets.

London-Heathrow, United Kingdom; Puerto Vallarta, Mexico; and San Jose del Cabo, Mexico were the top three
international markets. Toronto, Canada and Cancun, Mexico made up the remainder of the top five markets. The highest
retention at greater than 20 percent was to London-Heathrow, United Kingdom and Dublin, Ireland. The lowest retention
was to San Jose del Cabo, Mexico.

TABLE 4.4 TOP 15 INTERNATIONAL DESTINATIONS BY ORIGINATING AIRPORT

———
1 London, UK (LHR) 74 25 1 3,067 4.2
2 Puerto Vallarta, Mexico 85 15 0 2,321 3.2
3 San Jose del Cabo, Mexico 79 14 7 2,131 2.9
4 Toronto, Canada 77 20 8 2,051 2.8
5 Cancun, Mexico 81 15 3 1,971 2.7
6 Mexico City, Mexico 76 20 4 1,071 1.5
7 Frankfurt, Germany 77 20 3 994 1.4
8 Paris-De Gaulle, France 80 20 0 860 1.2
9 Amsterdam, Netherlands 80 20 0 849 1.2
10 Liberia, Costa Rica 82 15 2 697 1.0
11 Buenos Aires, Argentina 77 20 3 483 0.7
12 Barcelona, Spain 80 20 0 450 0.6
13 San Jose, Costa Rica 82 15 2 445 0.6
14 Rome-Da Vinci, Italy 80 20 0 412 0.6
15 Dublin, Ireland 68 27 5 405 0.6

Top 15 International 79 19 2 18,206 24.9
Total International 76 21 3 31,825 43.6



4 TRUE MARKET
S

FEDERAL AVIATION ADMINISTRATION (FAA) GEOGRAPHIC REGIONS

Most airline hubs are directional

and flow passenger traffic to Along with identifying and quantifying air travel markets, measuring air travel by specific geographic regions is also

and from geographic regions, important. Generally, airlines operate route systems that serve geographic areas. Additionally, most airline hubs are
directional and flow passenger traffic to and from geographic regions, not just destinations within the region. Therefore, air
service analysis exercises consider the regional flow of passenger traffic as well as passenger traffic to a specific city.
Accordingly, this section analyzes the regional distribution of air travelers from the airport catchment area. For this
exercise, the FAA geographic breakdown of the U.S. is used (Exhibit 4.2).

not just destinations within
the region.

EXHIBIT 4.2 FAA GEOGRAPHIC REGIONS
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N
REGIONAL DISTRIBUTION OF TRAVELERS

Table 4.5 and Exhibit 4.3 divide catchment area travel into the FAA's nine geographic regions and one catch-all
international region. The West region was the largest traveled region, with 20 percent of passengers. The Southeast
region was the second largest with 15 percent of passengers followed closely by the Great Lakes region also with 15
percent. FLG’s retention rates were highest to the Northeast region at 25 percent, while the lowest retention rate was to
the Great Lakes region at 15 percent.

TABLE 4.5 REGIONAL DISTRIBUTION OF TRAVEL BY AIRPORT

AIRFORT

PHX Pax 136,451 106,742 105,805 90,127 85,655 79,013 29,848 24,341 19,717 2,684 680,385
% 20 16 16 13 13 12 4 4 3 0 100

FLG Pax 30,669 24,882 19,193 24,914 26,056 21,807 6,889 6,671 6,774 707 168,561
% 18 15 11 15 15 13 4 4 4 0 100

LAS Pax 7,787 2,099 2,643 4,097 3,129 4,752 1,378 813 939 142 27,781
% 28 8 10 15 11 17 5 3 3 1 100

T | Pax 174,907 133,723 127,642 119,138 114,840 105,573 38,115 31,825 27,430 3,533 876,727
ota % 20 15 15 14 13 12 4 4 3 0 100
FLG Retention % 18 19 15 21 23 21 18 21 25 20 19

EXHIBIT 4.3 REGIONAL DISTRIBUTION OF TRAVEL
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4 TRUE MARKET

Europe was the largest
international region, with 38
percent of FLG catchment area
international passengers
followed by Mexico and Central
America with 34 percent.

DISTRIBUTION OF INTERNATIONAL
TRAVEL

Table 4.6 shows international travelers by airport and
region. Four percent of catchment area travelers had
international itineraries. Europe was the most
frequented international region with 38 percent, or
12,165 of the total 31,825 catchment area international
travelers, followed by Mexico and Central America with
34 percent of the total and Canada with 10 percent of
the total. South America was the fourth largest region
with 6 percent of international travel. The remaining
international regions, in order of greatest to least, were
the Caribbean, Asia, the Middle East, Africa, and
Australia and Oceania. FLG'’s retention averaged 21
percent for international destinations. FLG’s retention
was highest to Europe and lowest to Mexico and
Central America.

TABLE 4.6 REGIONAL DISTRIBUTION OF INTERNATIONAL PASSENGERS

ORIGINATING AIRPORT
s I T
8,942

Europe 3,006

Mexico & Central America 8,539 1,859
Canada 2,390 619
South America 1,555 403
Caribbean 1,087 290
Asia 861 234
Middle East 401 104
Africa 306 88
Australia & Oceania 262 68

Total passengers 24,341 6,671
% of row 76 21

17

333
87
65
43
33
15
11
10

813

FLG
TRUE % OF
MARKET | COLUMN RETENTION

12,165
10,731
3,095
2,024
1,419
1,128
520
405
339

31,825
100

17
20
20
20
21
20
22
20

21




AIRLINES

Information in this section identifies airline use by catchment area air travelers. The information is airport and airline
specific. The intent is to determine which airlines are used to travel to specific destinations. The airline market share at
FLG is based on U.S. DOT airline reported data. Airline market share at diverting airports is based on ARC data and is an

estimation of the carrier’'s share of diverted passengers.

AIRLINES USED AT FLG

Table 5.1 provides the airline share for the top 25
true markets and total share by airline at FLG.
American Airlines served the highest share of
passengers at FLG, with an 85 percent share. United
Airlines had the second highest share at 13 percent.
All other carriers, through codeshare and interline
connections, served approximately 2 percent

of passengers.

TABLE 5.1 AIRLINES USED AT FLG

1
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TOP 25
RANK'| " TRUE MARKETS

Dallas, TX (DFW)
Denver, CO
Boston, MA

Philadelphia, PA

San Francisco, CA

Chicago, IL (ORD)

San Diego, CA
Seattle, WA
Los Angeles, CA
Phoenix, AZ (PHX)
Charlotte-Douglas, NC
Washington, DC (DCA)
Austin, TX
Portland, OR
Orange County, CA
Newark, NJ

Houston, TX (IAH)
Atlanta, GA

Sacramento, CA

Minneapolis, MN

San Jose, CA

Kansas City, MO

Salt Lake City, UT

San Antonio, TX

Indianapolis, IN
Total Top 25
Total All Markets

100 0 0
25 75 0
9 10 0
98 2 0
97 2 0
85 15 0
100 0 0
73 3 24
100 0 0
100 0 0
97 3 0
100 0 0
98 2 0
91 2 7
100 0 0
8 17 0
76 24 0
98 2 0
100 0 0
8 17 0
100 0 0
88 12 0
100 0 0
93 7 0
90 10 0
86 13 1
85 13 2

PAX
11,579
10,034

4,840
4,721
4,068
4,034
3,644
3,603
3,454
3,154
3,088
3,026
2,997
2,978
2,658
2,595
2,532
2,128
2,075
2,064
2,050
2,021
1,875
1,781
1,758

88,759
168,561



5 AIRLINES

AIRLINES USED AT PHX

Table 5.2 shows the airlines used and top destinations when travelers from the catchment area used PHX. Southwest
Airlines had the highest share of catchment area passengers at PHX, carrying 37 percent of diverting passengers.
American had the second highest share at 34 percent, followed by United, Delta Air Lines, and Frontier Airlines. All other
carriers combined for the remaining 7 percent of passengers.

TABLE 5.2 AIRLINES USED AT PHX

TOP 25 " ARLINE% | TOTAL

TRUE MARKETS PHX PAX
San Francisco, CA 15 20,836
2 Chicago, IL (ORD) 20 47 25 3 1 4 20,740
3 Los Angeles, CA 49 22 16 12 0 1 19,946
4 Denver, CO 52 18 21 1 8 0 19,774
5 Portland, OR 36 18 1 5 2 38 17,376
6 Seattle, WA 18 7 1 30 1 44 16,560
7 Washington, DC (DCA) 12 71 8 3 4 2 14,143
8 Orange County, CA 67 29 0 0 2 1 13,473
9 Indianapolis, IN 48 41 4 4 2 0 12,952
10 Dallas, TX (DFW) 0 73 1 0 14 12 12,691
11 Orlando, FL (MCO) 24 47 4 7 17 1 11,490
12 Boston, MA 4 58 3 10 1 25 11,307
13 Cleveland, OH 10 21 21 3 46 0 11,204
14 San Diego, CA 69 23 0 1 4 3 11,162
15 Atlanta, GA 16 42 2 31 8 1 11,110
16 Nashville, TN 69 25 8 3 1 0 11,084
17 Salt Lake City, UT 41 10 0 40 6 2 11,040
18 Chicago, IL (MDW) 76 0 0 20 5 0 10,988
19 Austin, TX 63 35 0 1 0 0 10,809
20 Tampa, FL 36 54 0 4 3 3 10,789
21 Houston, TX (IAH) 4 25 69 0 2 1 10,774
22 Sacramento, CA 76 21 2 0 0 1 10,664
23 Oakland, CA 99 0 0 1 0 0 10,566
24 Newark, NJ 0 47 35 1 0 17 9,922
25 Minneapolis, MN 10 29 1 55 2 4 9,590
Total Top 25 37 31 10 9 5 8 330,991

Total All Markets 37 34 10 9 4 7 680,385
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Southwest Airlines had the

highest share of catchment area
passengers at LAS, carrying 26
percent of diverting passengers.

AIRLINES USED AT LAS

5 AIRLINES

Table 5.3 shows the airlines used and top destinations when travelers from the catchment area used LAS. Southwest had
the highest share of catchment area passengers at LAS, carrying 26 percent of diverting passengers. American had the
second highest share at 15 percent, followed by Delta, United, and Alaska Airlines. All other carriers combined for the
remaining 25 percent of passengers.

TABLE 5.3 AIRLINES USED AT LAS

RANK
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TOP 25 TRUE
MARKETS

Austin, TX
Portland, OR
Oakland, CA

San Francisco, CA
Los Angeles, CA
Orange County, CA

Seattle, WA

St. Louis, MO
Indianapolis, IN
Richmond, VA
Chicago, IL (ORD)

Norfolk, VA

Newark, NJ
Philadelphia, PA
Boston, MA
Washington, DC (IAD)
Fort Lauderdale, FL
New York, NY (JFK)
Hartford, CT
Miami, FL
Chicago, IL (MDW)

Albany, NY
Baltimore, MD

Fresno, CA
Medford, OR

Total Top 25
Total All Markets

16
100
21
31
42
13
41
34
8
7

Juy
©

w oo o ~NuoTNDN O

0

AIRLINE %

40 40 8 0 0 12

0
0
0
16
37
38
38
46
0
16

0
0

59
0
27
10
0

OOOOOOOOOOOOOOOOOO%

B
o o

26
0
13
12
21
14
21
21
30
27
10
22
33
82
24
54
18
32

TOTAL
LAS
PAX

1,864
1,733
1,726
1,694
1,589
1,373
1,358
1,258
1,102
1,014
669
637
624
617
474
422
405
404
349
329
325
322
298
256
248

21,089
27,781



When FLG catchment area
travelers diverted to alternate
airports, the largest percentage
used Southwest Airlines,
followed by American Airlines,
United Airlines, and

Delta Air Lines.

5 AIRLINES

DIVERTING PASSENGER AIRLINE USE

Exhibit 5.1 shows the airlines used when travelers from the catchment area originated from any other airport besides
FLG. Overall, Southwest carried the highest number of diverting passengers, with 36 percent, followed by American with
33 percent, United with 10 percent, and Delta with 9 percent. Alaska, Frontier, and JetBlue Airways each had shares of 4
percent or less. Other airlines accounted for 3 percent of passengers.

EXHIBIT 5.1 DIVERTING PASSENGER AIRLINE USE
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FACTORS AFFECTING AIR SERVICE DEMAND
AND RETENTION

This section examines several factors that have affected and will continue to affect air service demand in the Flagstaff
area and FLG’s ability to retain passengers. The factors affecting FLG’s ability to retain passengers included in this
section are airfares, nonstop service availability, and the quality and capacity of air service offered at FLG, PHX, and LAS.

PASSENGER ACTIVITY EXHIBIT 6.1 PASSENGER TRENDS

COMPARISON 250,000 50,000
To better understand the changes in passenger 225,000 A 45,000
volumes at FLG and the diverting airports, [ \ A Yy’

m
o
8
_ . L . 200,000 40,000 =&
Exhibit 6.1 provides a depiction of origin and ) /____f_\\ [A x
destination passengers over the last 10 years by T 175,000 \ 35,000 %
14 <
year ended March 31 passenger totals as 5 __/ [ \\ [ [ . 4
. . . o 150,000 30,000 i
reported to the U.S. DOT. During this period: S 5
e FLG’s passengers increased at a CAGR % 125,000 - 25,000 %
of 4.2 percent; however, passengers 2 ﬁ
. < 100,000 20,000 a
decreased since the year ended March o o
31, 2022, by 24 percent. 75,000 15,000 8

e PHX’s passengers increased at a CAGR

50,000 T T T T T T T T T 10,000

of 4.0 percent and increased 10 percent >
from 2022 to 2023. PP P PP

e LAS’s passengers increased at a 3.2
percent CAGR, increasing 14 percent
from 2022 to 2023.

Year Ended March 31



AIRFARES

When a traveler decides which airport to
access for travel, airfares play a large role.
Airfares affect air service demand and an
airport’s ability to retain passengers. One-
way airfares (excluding taxes and
Passenger Facility Charges [PFC]) paid by
travelers are used to measure the relative
fare competitiveness between FLG and the
alternate airports. Fares listed for the
alternate airports are for all air travelers
using the airport and are not reflective of
the average fare paid only by catchment
area travelers diverting to these airports.

Table 6.13 shows one-way average airfares
for the top 25 catchment area domestic
destinations. Average airfares are a result
of many factors including length of haul,
availability of seats, business versus leisure
fares, and airline competition. FLG’s overall
average domestic fare for the year ended
March 31, 2023, was $304, $111 higher
than PHX and $147 higher than LAS.

6 FACTORS AFFECTING AIR SERVICE DEMAND AND RETENTION

TABLE 6.1 U.S. DOT AVERAGE DOMESTIC ONE-WAY FARES

RANK DESTINATION

S
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Denver, CO
San Francisco, CA
Chicago, IL (ORD)

Los Angeles, CA
Dallas, TX (DFW)

Portland, OR

Seattle, WA
Orange County, CA

Washington, DC (DCA)
Boston, MA
Indianapolis, IN
Austin, TX
Philadelphia, PA
San Diego, CA
Houston, TX (IAH)

Atlanta, GA
Orlando, FL (MCO)

Newark, NJ
Salt Lake City, UT

Nashville, TN

Sacramento, CA
Cleveland, OH
Tampa, FL
Oakland, CA
Minneapolis, MN

Average Domestic Fare

AVERAGE ONE-WAY

$221 | $123  $101 = $98 = $120
$242 | $127  $105 $115  $137
$331 | $223  $193 | $108  $138
$241 | $111  $75 | $130  $165
$257 | $197 $158  $60 = $99
$299 | $176  $130 $123  $169
$286 = $157 $132 @ $129 = $154
$227 | $114  $62 | $112  $165
$360  $299  $282  $61 = $78
$340 | $294  $290  $46 | $50
$322 | $229  $177  $93 | $144
$262 $178 $137  $84 = $125
$328 | $297  $236  $32 | $93
$224 | $109  $60 @ $115  $165
$320  $206 $162 @ $114 = $158
$315  $246  $241  $68 = $73
$389 | $244  $195 @ $146 = $195
$351 | $276  $258  $74 | $92
$262 | $127  $97 | $135  $165
$351  $231 $189 @ $120  $162
$264 = $142  $81 | $123  $183
$397 | $193  $174 | $204  $222
$344 | $269 $192 @ $75 = $151

- $113  $76 = =

$303 | $174  $151 @ $129 = $152
$304 | $192  $157 @ $111 = $147

In individual markets, FLG had the highest fare compared to PHX and LAS in all 25 markets except Oakland, which did
not have a reported fare from FLG. FLG had a one-way fare of at least $100 in 14 markets compared to PHX and 18
markets compared to LAS. The market with the highest fare difference compared to PHX was Cleveland at $204 higher.
The highest fare difference compared to LAS was also to Cleveland at $222 higher.

3 Note: Fares do not include taxes or Passenger Facility Charges
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6 FACTORS AFFECTING AIR SERVICE DEMAND AND RETENTION

The fare gap between FLG and
PHX increased from 2022 to
2023 by $42, while the fare gap
between FLG and LAS
increased by $64 year-over-
year to a record high of $147.

Exhibit 6.2 tracks the average fares at FLG, the
competing airports, and the U.S. domestic average
from the year ended March 31, 2014, through the year
ended March 31, 2023. Average fares at FLG ranged
from $155 (2021) to $304 (2023). The year ended
March 31, 2023, was the only time in the 10-year period
where the average domestic fare exceeded $300. The
average fare at PHX ranged from $113 (2021) to $192
(2023), while the average fare at LAS ranged from $84
(2021) to $157 (2015/2023). Overall, average domestic
fares over the 10-year period increased at a CAGR of
3.4 percent at FLG compared to 1.4 percent at PHX
and 0.1 percent at LAS.

The fare gap between FLG and PHX has ranged from $42 higher at FLG in 2020/2021 to as high as $111 in 2023. The
fare gap increased $47 from 2022 to 2023. Compared to LAS, the fare gap has ranged from as low as $60 in 2015 to as
high as $147 in 2023. The fare gap increased from 2022 to 2023 by $64.

EXHIBIT 6.2 10-YEAR AVERAGE DOMESTIC ONE-WAY FARE TREND
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6 FACTORS AFFECTING AIR SERVICE DEMAND AND RETENTION

NONSTOP SERVICE AVAILABILITY TABLE 6.2 NONSTOP SERVICE COMPARISON
During the study period, FLG AVG WEEKLY
. . . . . RANK DESTINATION DEPARTURES
offered nonstop service to two Travelers drive to competing airports to access air
of the top 25 catchment area service for many reasons, one of which is nonstop 1 Denver, CO 4 163 168
. . . i ilabili i 2 San Francisco, CA 0 80 108
destinations with an average of serv!ce a;allak;lllttyl.:l'gblgt:.tzh c:n;fpartzs t?;ahlevel of atllr . Chicago. 1L (ORD) 0 100 108
14 weekly departures for the service ofiered a with that ofiered at the competing 4 Los Angeles, CA 0 119 210
year ended March 31, 2023, airports. For the year_ ended March 31, 2023, FLG 5 Dallas, TX (DFW) 10 81 108
offered nonstop service to two of the top 25 catchment 6 Portland, OR 0 56 72
area destinations with an average of 14 weekly 7 Seattle, WA 0 123 129
. . 8 Orange County, CA 0 83 99
frequencies. PHX and LAS had service to each of the 9 Washington, DC (DCA) 0 21 7
top 25 destinations, with 1,608 and 1,953 weekly 10 Boston, MA 0 35 27
frequencies, respectively. FLG had nonstop service to 1 Indianapolis, IN 0 29 26
. - 12 Austin, TX 0 56 64
three total markets, while PHX had service to 148 9 Philadelphia, PA 0 26 33
markets, and LAS had service to 166 markets. 14 San Diego, CA 0 99 130
15 Houston, TX (IAH) 0 48 82
16 Atlanta, GA 0 65 86
17 Orlando, FL (MCO) 0 30 23
18 Newark, NJ 0 48 58
19 Salt Lake City, UT 0 92 81
20 Nashville, TN 0 33 33
21 Sacramento, CA 0 60 99
22 Cleveland, OH 0 10 15
23 Tampa, FL 0 17 17
24 Oakland, CA 0 40 104
25 Minneapolis, MN 0 76 69
Total Top 25 Frequencies 14 1,608 1,953
Total All Markets 39 3,507 3,734
Number of Top 25 Served 2 25 25
Total Destinations Served 3 148 166
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6 FACTORS AFFECTING AIR SERVICE DEMAND AND RETENTION

I
QUALITY OF AIR SERVICE AT COMPETING AIRPORTS

The quality of air service offered by an airport is a factor in a traveler’'s decision when selecting from which airport to
originate travel. In general, passengers prefer larger aircraft over smaller aircraft and jet aircraft over turboprop aircraft.

Table 6.3 provides FLG’s and the competing airports’ total departures by aircraft type for the year ended March 31, 2023.
FLG offered a total of 2,009 departures and 130,385 seats. All of FLG’s departures were on regional jet aircraft.
Comparatively, PHX offered 182,365 departures and more than 27.4 million seats on a mix of aircraft, with 16 percent of
departures on regional jet aircraft. LAS had 194,149 departures and nearly 33.1 million seats, with only 1 percent of

departures on regional jets.

TABLE 6.3 DEPARTURES BY AIRCRAFT TYPE BY ORIGIN

Turboprop <10 - 1,048 644
10-30 - 1,285 -
30-50 63 866 -
Regional jet 51-70 1,946 12,660 30
71-100 - 16,220 2,182
70-125 - 376 263
Narrow body jet 126-160 - 44,339 54,725
>160 - 103,465 133,282
160-240 - 438 410
Wide body jet 241-300 - 1,186 1,909
>300 - 482 704
Total Departures 2,009 182,365 194,149
% Turboprop Departures 0% 1% 0%
% Regional Jet Departures 100% 16% 1%
Total Seats 130,385 27,414,850 @ 33,081,742
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RETENTION RATE SENSITIVITY

An increase in retention of 10

percentage points would create Considering the previous factors of airfares, nonstop service, and quality of service, a retention rate sensitivity follows in
an estimated additional 87,673 Table 6.4. The purpose is to show how small changes in passenger retention can affect passenger volume. Passengers
in total and for each of the top 25 markets are calculated using varying degrees of retention. An increase in retention of 10
percentage points would create an estimated additional 87,673 annual passengers (120.1 PDEW) for FLG.

annual passengers (120.1
PDEW) for FLG.

TABLE 6.4 RETENTION RATE SENSITIVITY

SANK DESTINATION REPORTED | RETENTION | RETENTION IMPROVEMENT
PAX %

1 Denver, CO 10,034 33 11,534 13,033 14,532
2 San Francisco, CA 4,068 15 5,398 6,727 8,057
3 Chicago, IL (ORD) 4,034 16 5,306 6,578 7,850
4 Los Angeles, CA 3,454 14 4,704 5,953 7,202
5 Dallas, TX (DFW) 11,579 47 12,803 14,028 15,253
6 Portland, OR 2,978 13 4,082 5,187 6,291
7 Seattle, WA 3,603 17 4,679 5,755 6,831
8 Orange County, CA 2,658 15 3,533 4,409 5,284
9 Washington, DC (DCA) 3,026 17 3,894 4,761 5,629
10 Boston, MA 4,840 29 5,671 6,502 7,333
11 Indianapolis, IN 1,758 11 2,549 3,339 4,130
12 Austin, TX 2,997 19 3,780 4,564 5,347
13 Philadelphia, PA 4,721 32 5,465 6,209 6,953
14 San Diego, CA 3,644 25 4,384 5,125 5,865
15 Houston, TX (IAH) 2,532 19 3,198 3,863 4,528
16 Atlanta, GA 2,128 16 2,790 3,452 4,114
17 Orlando, FL (MCO) 1,744 13 2,405 3,067 3,729
18 Newark, NJ 2,595 20 3,252 3,910 4,567
19 Salt Lake City, UT 1,875 15 2,521 3,166 3,812
20 Nashville, TN 1,743 14 2,385 3,026 3,667
21 Sacramento, CA 2,075 16 2,712 3,349 3,986
22 Cleveland, OH 1,264 10 1,888 2,511 3,134
23 Tampa, FL 1,671 13 2,294 2,917 3,540
24 Oakland, CA 0 0 615 1,229 1,844
25 Minneapolis, MN 2,064 18 2,651 3,237 3,823

Total Top 25 83,086 19 104,491 125,896 147,301

Total Domestic 161,890 19 204,135 246,380 288,625

Total International 6,671 21 8,262 9,854 11,445

Total of All Markets 168,561 19 212,397 256,234 300,070



SITUATION ANALYSIS

FLG serves most of northern Arizona, stretching from
near the New Mexico border to the east to the
California/Nevada border to the west and up to the Utah
border to the north. The closest large airport, PHX, is
147 miles away and a 2.5-hour drive. With an overall
retention of 19 percent of its catchment area air traffic,
there is significant incremental demand to support
stronger service levels from the catchment area.

While recent traffic growth was down 24 percent year-
over-year, over the last 10 years, traffic for FLG has
grown at 4.2 percent per annum. Flagstaff has
historically been served by a single airline, American
Airlines or its predecessors US Airways and America West. United Airlines began service in March 2019 with nonstop
service to Denver; however, service was suspended in October 2022, during the study period for this report. The following
subsections review incumbent airlines, including United, and new potential airline entrants.

INCUMBENT AIRLINES

Incumbent airlines during the period of this report at FLG included American and United. Existing air service and potential
new market opportunities are discussed.

American Airlines

American provides one to two daily roundtrips to Dallas-Fort Worth and three to four daily roundtrips to PHX. The Dallas-
Fort Worth service averaged a 79 percent load factor for the year ended March 31, 2023, while PHX service had a load
factor of just 64 percent for that same timeframe. As a major network airline, American is primarily focused on serving
markets like FLG to its major hubs in order to maximize the number of destinations it can serve through connecting
service. The only hubs that American has that would be within range of regional jet aircraft for FLG is Chicago-O’Hare and
Los Angeles. At 1,365 miles, FLG to Chicago-O’Hare would be at the edge of the range for an Embraer Regional Jet



(EMB)-175, due to Flagstaff’s elevation, and would likely be a challenge without significant stimulation in the local market.
American’s Los Angeles hub is much smaller than it has historically been, and, with continued pressure on regional jet
pilot availability, it is unlikely they would consider service to Chicago-O’Hare or Los Angeles in the near future.

United Airlines

United served the FLG market to its Denver hub from March 2019 until its suspension of service in October 2022 with one
to two daily frequencies. Service suspension was due to pilot and aircraft availability issues with its regional partners. Prior
to United’s suspension, load factors were strong, with the year ended September 30, 2022, having an 83 percent load
factor. United continues to struggle with aircraft and crew availability for its regional partners, and that is likely to continue
through 2024. As the pilot availability improves, re-instatement of service to Denver should be a top priority for FLG,
followed by San Francisco service.

NEW ENTRANT AIRLINES — NETWORK/MAJOR AIRLINES

Several other significant U.S. airlines should be considered for potential service opportunities. These airlines are divided
into two groups, the first consisting of network airlines, focused on building connecting flows from the cities they serve in
order to maximize traffic potential and profitability, and major airlines focused on point-to-point markets. These airlines are
discussed further in this section. The second group of airlines includes the ULCCs that look for unique less-than-daily
service opportunities to either leisure destinations or markets with large traffic volumes. Those airlines are discussed in
the next sub-section.

Alaska Airlines

Alaska continues to build its presence on the West Coast, particularly from its Seattle hub. The airline currently serves 97
markets from Seattle with over one-third of those markets served with regional jets. Seattle is FLG’s seventh largest
market, with nearly 30 PDEW. With nonstop service stimulation and potential connecting flows beyond the Seattle hub,
Alaska service to Seattle could be viable over the next several years. The roughly 1,000-mile stage length from Seattle to
FLG would require a longer-haul regional jet, but Alaska has 76-seat EMB-175 aircraft that could fulfill that mission.

Delta Air Lines

Delta’s western U.S. hub in Salt Lake City is just 390 miles from FLG; however, while supplemented by connecting traffic,
the true market size of under 18 PDEW would likely need to be stimulated substantially to support nonstop service. Delta
is in the process of officially retiring its 50-seat regional jet fleet and moving to only larger regional jets, which will likely
impact their ability in the near term to add new markets like FLG.
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JetBlue Airways

ULCCs have been the fastest

growing component of the U.S.
airline industry over the last 10
years, and they have created a

JetBlue is a major airline that is primarily focused on service to larger markets.
JetBlue currently serves 68 cities throughout the U.S. along with roughly 35 beach
destinations in the Caribbean, Mexico, and Central/South America. Its largest
operations are at New York-Kennedy with 180 daily departures and Boston with

new market segment for scores 130 daily departures. JetBlue’s largest operation outside of the East Coast is Los
of communities around Angeles, which has roughly 40 daily departures. The bulk of Los Angeles service is
the country. to East Coast destinations, which makes FLG an unlikely fit.

Southwest Airlines

Southwest is the largest carrier of domestic passengers in the U.S. but also has a
targeted strategy of serving relatively larger cities. Southwest currently serves
more than 100 U.S. cities and a handful of international, primarily beach,
destinations in the Caribbean, Mexico, and Central America. Southwest historically
has served primarily larger destinations than Flagstaff. Eighty percent of the cities
Southwest serves in the U.S. have populations of more than 500,000. Flagstaff is
below the targeted size for Southwest service; however, in recent years, Southwest has ventured into seasonal leisure
markets like Hayden/Steamboat Springs and Montrose/Telluride, even expanding that service to year-round in 2022.
Southwest may consider FLG because of its similar characteristics. In addition, FLG’s proximity to PHX, Denver, and LAS,
all major Southwest hubs, could give FLG an advantage on potential service in the future.

NEW ENTRANT AIRLINES — ULTRA-LOW-COST CARRIERS

This group of airlines focuses on stimulating new air traffic with extremely low fares, on average 60 to 70 percent below
major airline prices. ULCCs have historically performed very well financially with some of the strongest operating margins
in the industry pre-pandemic because of their laser-focus on containing costs. The ULCCs typically have two targets:
1. Service to strong leisure-oriented destinations with two to three trips per week
2. Service to large markets with frequency levels that make it difficult for major airlines to price-match in a
significant way without destroying their own revenue streams

These ULCCs have been the fastest growing component of the U.S. airline industry over the last 10 years, and they have

created a new market segment for scores of communities around the country. Most of these airlines only operate larger
aircraft that carry between 150 and 230 seats, and, with their pricing structures, they usually need north of 85 percent of

30



7 SITUATION ANALYSIS
I

those seats filled, so potential markets would need to support from 130 to 160 passengers per
flight. Several ULCCs are discussed in detail below.

Allegiant Air

Allegiant is a ULCC that has been growing at a rapid rate over the past 10 years. Allegiant’s
largest operations are in LAS, Orlando-Sanford, and Tampa-St. Petersburg, with other significant
operations in Phoenix-Mesa and Punta Gorda. Due to FLG'’s proximity to the Phoenix metro area
and LAS, it is unlikely that Allegiant would be interested in serving those markets. Without an
aircraft base and with limited operations, Allegiant service to Oakland is also unlikely.

Avelo Airlines

Avelo launched operations in May 2021 as a new entrant, ULCC focused on value customers. Its
business plan concentrates on less-than-daily operations in underserved markets around the
country. Its fleet ranges from 150-seat aircraft to 189-seat aircraft, so Avelo must stimulate new travelers by offering
service in markets that traditionally have been served by only connecting service and by offering low prices. Its major
operations in the western U.S. are in Burbank and LAS. Due to the relative proximity to both markets, it is unlikely that
FLG would be able to consistently fill 150-plus seat aircraft.

Breeze Airways

Similar to Avelo, Breeze was launched in June 2021 with a strategy to provide nonstop service in markets that traditionally
had only connections and to stimulate new passengers with value pricing. Breeze, however, operates much smaller
aircraft than Avelo with 108- to 121-seat Embraer E-190s and 126-seat Airbus A-220s. Breeze’s current operation is
largely focused on the East Coast, operating at only four airports in the western U.S. with more than 20 flights per week,
including LAS, Orange County, Provo, and San Francisco. Other than Provo, most of those flights are focused on long-
haul transcontinental service. While the aircraft size and business model for Breeze offer potential for stimulating and
creating new markets for FLG, the opportunities are limited due to their limited footprint on the West Coast at this time.
That is not to say that an opportunity may not arise sooner if Breeze expands its West Coast network into markets that
make sense for FLG.
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As Frontier Airlines grows its
Denver operation back to its
pre-pandemic size, FLG-Denver
service could be an opportunity.

Frontier Airlines

Frontier is the second largest ULCC in the U.S. and has its largest operation at
Denver. As Frontier grows its Denver operation back to its pre-pandemic size,
FLG-Denver service could be an opportunity; however, Frontier operates very
large mainline aircraft, and consistently filling those flights could be a challenge.

Spirit Airlines

Spirit is the largest and fastest growing ULCC over the past 10 years. Its largest
bases of operation are Fort Lauderdale, LAS, and Orlando, with a focus on large
leisure and business markets. The airline is in the midst of a merger with JetBlue,
although the U.S. Department of Justice has filed an anti-trust lawsuit to attempt to
prevent the merger. While this is pending, it is unlikely that Spirit would consider a
market the size of FLG for a new service launch.

Sun Country Airlines

Sun Country is the smallest of the ULCCs and is largely focused on service from its main operation in Minneapolis. Over
80 percent of its flights originate in Minneapolis and connect Minneapolis to either warm, leisure destinations or large
business markets. Minneapolis, at 112 passengers per week from FLG’s catchment area prior to any fare stimulation, is
likely on the edge of a market size Sun Country would consider, but there could be potential for this market with
aggressive pricing stimulation.
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APPENDIX A TOP 50 TRUE MARKETS

TABLE A.1 TOP 50 TRUE MARKETS

RANK

© oo ~NOO O WN PP

DESTINATION

Denver, CO
San Francisco, CA
Chicago, IL (ORD)

Los Angeles, CA
Dallas, TX (DFW)

Portland, OR

Seattle, WA
Orange County, CA

Washington, DC (DCA)
Boston, MA
Indianapolis, IN
Austin, TX
Philadelphia, PA
San Diego, CA
Houston, TX (IAH)

Atlanta, GA
Orlando, FL (MCO)

Newark, NJ
Salt Lake City, UT

Nashville, TN

Sacramento, CA
Cleveland, OH
Tampa, FL
Oakland, CA
Minneapolis, MN
Chicago, IL (MDW)
San Jose, CA
St. Louis, MO
Charlotte-Douglas, NC
Pittsburgh, PA
Dallas, TX (DAL)
Reno, NV
Miami, FL
Kansas City, MO

FLG

REPORTED

PAX
10,034
4,068
4,034
3,454
11,579
2,978
3,603
2,658
3,026
4,840
1,758
2,997
4,721
3,644
2,532
2,128
1,744
2,595
1,875
1,743
2,075
1,264
1,671
0
2,064
0
2,050
1,640
3,088
1,593
0
1,001
1,583
2,021

RETENTION
%
33

15
16
14
47
13
17
15
17
29
11
19
32
25
19
16
13
20
15
14
16
10
13
0
18
0
19
16
30
16
0
11
18
23
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TRUE
MARKET FDEW

29,983
26,597
25,442
24,989
24,495
22,087
21,521
17,504
17,350
16,622
15,812
15,669
14,879
14,806
13,306
13,238
13,234
13,142
12,915
12,827
12,739
12,469
12,460
12,291
11,723
11,314
10,762
10,539
10,326
9,891

8,857

8,818

8,817

8,776

41.1
36.4
34.9
34.2
33.6
30.3
29.5
24.0
23.8
22.8
21.7
21.5
20.4
20.3
18.2
18.1
18.1
18.0
17.7
17.6
17.5
17.1
17.1
16.8
16.1
153
14.7
14.4
14.1
135
12.1
12.1
12.1
12.0

PASSENGERS
19,774 175
20,836 1,694
20,740 669
19,946 1,589
12,691 226
17,376 1,733
16,560 1,358
13,473 1,373
14,143 181
11,307 474
12,952 1,102
10,809 1,864
9,541 617
11,162 0
10,774 0
11,110 0
11,490 0
9,922 624
11,040 0
11,084 0
10,664 0
11,204 0
10,789 0
10,566 1,726
9,590 69
10,988 325
8,712 0
7,642 1,258
7,238 0
8,298 0
8,777 80
7,817 0
6,905 329
6,755 0
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TABLE A.1 TOP 50 TRUE MARKETS

FLG DIVERTING
RANK DESTINATION REPORTED RETENT'ON ME;LET PDEW PASSENGERS
PAX

Omaha, NE 969 8,757 12.0 7,788
36 Detroit, Ml 1,385 17 8,365 115 6,980 0
37 Houston, TX (HOU) 243 3 8,354 11.4 8,024 87
38 Baltimore, MD 1,190 14 8,246 11.3 6,759 298
39 New York, NY (JFK) 1,562 20 7,809 10.7 5,843 404
40 Raleigh/Durham, NC 1,466 20 7,253 9.9 5,605 182
41 New Orleans, LA 782 11 7,150 9.8 6,367 0
42 Burbank, CA 909 13 7,105 9.7 6,196 0
43 San Antonio, TX 1,781 26 6,885 9.4 5,104 0
44 Washington, DC (IAD) 1,253 19 6,676 9.1 5,001 422
45 Columbus, OH 1,451 22 6,551 9.0 5,100 0
46 Milwaukee, WI 856 14 6,290 8.6 5,435 0
47 Cincinnati, OH 1,093 18 6,031 8.3 4,939 0
48 Jacksonville, FL 1,042 18 5,925 8.1 4,883 0
49 Fresno, CA 907 15 5,854 8.0 4,692 256
50 Hartford, CT 938 17 5,686 7.8 4,399 349
Top 50 Destinations 113,888 18 629,140 861.8 495,790 19,462
Total Domestic 161,890 19 844,901 1,157.4 656,044 26,967
Total International 6,671 21 31,825 43.6 24,341 813
Total All Markets 168,561 19 876,727 1,201.0 680,385 27,781
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GLOSSARY

AIRLINE CODES

AA American Airlines
AS Alaska Airlines
B6 JetBlue Airways
DL Delta Air Lines
F9 Frontier Airlines

UA United Airlines
WN Southwest Airlines

AIRPORT CATCHMENT AREA

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

AIRPORT CODES

AZA Phoenix-Mesa, AZ

BOS Boston, MA

DAL Dallas-Love Field, TX
DCA Washington-National, DC
DEN Denver, CO

DFW Dallas-Fort Worth, TX
FLG Flagstaff, AZ

HOU Houston-Hobby, TX

IAD Washington-Dulles, DC
1AH Houston-Intercontinental, TX
JFK New York-Kennedy, NY
LAS Las Vegas, NV

LAX Los Angeles, CA

AIRPORT CODES (CONTINUED)
LHR London-Heathrow, UK

MCO  Orlando-International, FL

MDW  Chicago-Midway, IL

ORD Chicago-O'Hare, IL

PDX Portland, OR

PHX Phoenix-Sky Harbor, AZ

SEA Seattle, WA

SFO San Francisco, CA

SNA Orange County, CA

ARC
Acronym for Airline Reporting Corporation.

AVERAGE AIRFARE

The average of the airfares reported by the
airlines to the U.S. DOT. The average airfare
does not include taxes or passenger facility
charges and represents one-half of a
roundtrip ticket.

CAGR

Acronym for compound annual growth rate, or
the average rate of growth per year over a
given time period.

DESTINATION AIRPORT

Any airport where the air traveler spends four
hours or more. This is the Federal Aviation
Administration definition.

DIVERSION

Passengers who do not use the local airport for
air travel, but instead use a competing airport to
originate the air portion of their trip.

FAA

Acronym for the Federal Aviation
Administration.

HUB

An airport used by an airline as a transfer point
to get passengers to their intended destination.
It is part of a hub and spoke model, where
travelers moving between airports not served by
direct flights change planes en route to their
destination. Hub is also an airport classification
system used by the FAA (e.g., non-hub, small
hub, medium hub and large hub.

INITIATED (ORIGIN) PASSENGERS

Origin and destination passengers who began
their trip from within the catchment area.



LCC/ULCC

Acronyms for low-cost carrier (LCC) and ultra-
low-cost carrier (ULCC), airlines that operate
with a low-cost business model and offering
lower airfares than legacy carriers. Ultra-low
cost carriers offer even lower fares that are
unbundled, with the fare typically not including
seat assignments, check-in or carry-on
baggage fees, or in-flight meals.

LOAD FACTOR

The percentage of airplane capacity that is used
by passengers.

LOCAL MARKET

The number of air travelers who travel between
two points via nonstop air service.

MSA

Acronym for Metropolitan Statistical Area.
MSAs have at least one urban cluster with a
population of at least 50,000 plus adjacent
territory that has a high degree of social and
economic integration with the core as measured
by commuting ties.

NARROW-BODY JET
A jet aircraft with a single aisle designed for
seating over 100 passengers.

NONSTOP FLIGHT

Air travel between two points without stopping
at an intermediate airport.

ONBOARD PASSENGERS

The number of passengers transported on one
flight segment.

ORIGIN AND DESTINATION (O&D)

PASSENGERS

Includes all originating and destination
passengers. In the context of this report, it
describes the passengers arriving and
departing an airport.

ORIGINATING AIRPORT

The airport used by an air traveler for the first
enplanement of a commercial air flight.

PASSENGER FACILITY CHARGE

Fee imposed by airports of $1 to $4.50 on
enplaning passengers. The fees are used by
airports to fund FAA approved airport
improvement projects.

PAX
Abbreviation for passengers.

PDEW

Acronym for passengers daily each way.

POINT-TO-POINT

Nonstop service that does not stop at an
airline’s hub and whose primary purpose is to
carry local traffic rather than connecting traffic.

REFERRED PASSENGERS

Origin and destination passengers who began
their trip from outside the catchment area.

REGIONAL JET
A jet aircraft with a single aisle designed for
seating fewer than 100 passengers.

RETAINED PASSENGERS

Passengers who use the local airport for air
travel instead of using a competing airport to
originate the air portion of their trip.

TRUE MARKET

Total number of air travelers, including those
who are using a competing airport, in the
geographic area served by FLG. The true
market estimate includes the size of the total
market and for specific destinations.

TURBOPROP AIRCRAFT

A type of engine that uses a jet engine to turn a
propeller. Turboprops are often used on
regional and business aircraft because of their
relative efficiency at speeds slower than, and
altitudes lower than, those of a typical jet.

U.S. DOT

Acronym for U.S. Department of Transportation.

WIDE-BODY JET
A jet aircraft with two aisles designed for
seating greater than 175 passengers.
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