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1 PROCEEDINGS

2 CHAIRMAN BARRERA: Liketo call to order the
3 meeting of the St. Johns County-St. Augustine

4 Airport Authority workshop and we'll stand for the
5 Pledge of Allegiance.

6 (Pledge of Allegiance.)

7 CHAIRMAN BARRERA: Okay. And with that,
8 we'll turn the meeting over to Ed to lead.

9 MR. WUELLNER: That didn't takelong. Try
10 thisagain. All right. Arewe on good? Okay.

11 When | made the request to have this

12 workshop, one of the things that was -- was kind

13 of coming to -- coming to bear hereisthat we --

14 we hadn't taken the time, since we really started

15 down the whole idea of airline service here at

16 St. Augustine and really spent the time, took a

17 breath, sat down with you guys and -- and

18 attempted to explain what -- what the issues are,

19 where the revenue sources are, how those things
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20 work and -- and help you get some understanding of
21 that process and -- and get some -- some level of

22 comfort into what's going on and why we would be
23 involved and -- and those kind of things. So, we

24 asked to do this workshop today on that topic.

25 And -- and basically al I'm goingtotrytodois

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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deal with these items here.
| want to walk through the Skybus contract,
just -- just the highlights of -- of some spots
there so that everybody has an understanding of
what'sinit. AndI'll try to -- try to elaborate
on provisions that are getting some attention out
in the public.
Short-term service projections relative to
Skybus, so you have some idea what we are being
told and what's on the horizon relative to the
airline's activity herein St. Augustine. Look at
the expense side of operating the airline
operation asitis. Look at the revenue side of
the same thing so you have some ideawhere the
revenue sources arein -- in order of magnitude on
those.
And finaly, I'll summarize that so you get
some idea of what our revenue expectationis. It

will be kind of resolved down to a couple of key
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20 issues. One will be what is the expectation of
21 revenue at the end of the day. Thisisnow

22 revenue based on passengers. So, it will be by
23 enplanement, isatypical metric used. And it

24 will also give someideain a summary form how

25 much in alump-sum dollar value the expectation is

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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1 now.

2 And I'll try to detail -- I'm not going to

3 overly complicate it, but -- and we'll have --

4 we'll have a handout here at the end for you so

5 you can take the real numbers with you and take
6 al the details of the model that's used, and you
7 can look at those at your leisure. But rather

8 than have you looking at those numbers and not
9 listening to what I'm saying, we'll hand that out
10 at the end.

11 Also, how does that integrate into the

12 financial forecast we've been using for the last
13 severa yearsto -- to document and plan the

14 off-the-tax-rolls campaign.

15 And lastly, | would like to explain what the
16 economic impact is and help you, aswell as

17 anybody in the public who doesn't understand what
18 economic impact is, because that's also getting

19 quite an interesting, | would call abum rap, in
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20 the public, because of the misunderstanding of

21 what it means.

22 (Mr. Brunson enters the room.)

23 MR. WUELLNER: So, with that, we'll just kind
24 of buzz on through here. Pardon the -- looking

25 good. All right.

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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Contract terms with Skybus. Y'all were
provided a copy of the contract that was
ultimately executed in advance of it being
executed. The contract is athree-year agreement,
and it renews for one year to a cumulative of ten
yearstotal. So, it'sthree and then followed by
seven one-year terms, another way of putting it.

What does Skybus lease? From atechnical
standpoint, they don't lease anything with us.

They have an operating agreement with us. The
Authority, as a part of that agreement, decides
where they will operate on the airport and how
they will operate on the airport. Y ou control
those terms. They do not really have asay in
anything related to that.

Now, obviously, while you may have that --
that control, it's got to meet the requirements of
FAR Part 139, would have to be, you know,

acceptableto -- to TSA. You'vegot al of those
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20 issues that go with it. But from a-- from a

21 true -- true sense of the word, you could -- you
22 could put the service anywhere on the airport at
23 your discretion at any time without having to get
24 input from the airline, or get approval, more

25 importantly, from the airline.

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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Next item, what do they pay us? Well,
directly to us, the airline pays nothing. Part of
the agreement, if you recall, is that we waived
things like landing fees, fuel flowage fees
directly assessed to the carrier, and afew other
oddball itemsin there.

Now, we never did assess landing fees. We
never have. We've never assessed them to anyone.
So, it wasn't exactly abig stretch to waive those
fees when we didn't have them in the first place.

We have never directly assessed an individual
operator on the airport fuel flowage fees. That
comes through an agreement to either construct
your own fuel facility or through an FBO agreement
that we might have. So, those -- those -- yeah?

MR. GEORGE: Do most airports charge a
landing fee for commercial carriersto land?

MR. WUELLNER: That'sareally good question.

Many -- most do. Most commercial service airports
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20 do.

21 MR. GEORGE: All right.

22 CHAIRMAN BARRERA: That'slarge.

23 MR. WUELLNER: Yeah. And I'll explain why we

24 are taking a different tack, because | think it

25 will make sense to you financially at the end of

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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the day.

MR. GEORGE: Okay.

MR. WUELLNER: But it -- it wasdeliberatein
our case.

Arethe terms of the contract subject to
change? Yes. The agreement provides that should
the airline decide -- decide to base aircraft here
or make it afocus city, that we can negotiate
basically an entirely different agreement.

And as always, with any kind of an agreement,
if they were to approach us with wanting to change
the terms and you were willing to change them, you
could do that at any time and revise the
agreement. But that's -- that's always -- always
the case even with our |leases.

And the -- kind of your question | just put
up there, had put up there already: Isthis
agreement typical of commercial service airports?

And -- and the direct answer isno, it'snot. And
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20 it'sfor agood reason.

21 There are two -- two waysto skin this cat,
22 inaway. Thefirstisthe tried-and-true

23 traditional airline contract with an airport. And
24 once you have asingle airline at your airport, a

25 commercial service airline at your airport, odds

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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1 are you -- you executed alease agreement with

2 that airline -- most airportsdo -- and asa

3 result of that action, you are now limited to the
4 terms of that agreement with every other airline
5 that comes into the airport. So, you will be

6 required to execute a like agreement with anybody
7 that decides to enter your market and -- and

8 decides to provide commercial service at your

9 airport.

10 We choseto doit alittle differently. And
11 one of the main reasonsis how it playsinto

12 future grants and future use of passenger facility
13 charges.

14 One of the restrictions on passenger facility
15 chargesisthat it can only be used to pay for

16 common areas of terminal facilities. By not

17 leasing space to anyone, we have kept the entire
18 terminal structure and the entire area there

19 eligible for use under PFCs.
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20 S0, instead of having to either finance them
21 asthe Airport Authority, go out and finance

22 noneligible pieces or lean on air carriers to come
23 up with aplan to do that or find other sources of
24 funds, we decided to keep it eligible.

25 CHAIRMAN BARRERA: And, Ed, correct meif I'm

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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wrong, but from my understanding, more and more of
the airlines are going towards this common use
agreement, and that's also very big over in Europe
with all the Ryan Air and the airlines that

service over there.

MR. WUELLNER: Itis. And -- and part of
what we were forced to look at originaly in--in
talking with Skybus, is that their method of doing
business, as you already understand, | think, from
your familiarity with the airline itself, is they
do things alittle differently.

They're not -- they did not come out and
start the airline as every traditional airline has
started it. They -- they choseto form the
airline differently. They've chosen a different
cost structure. They've chosen a method of even

making reservations that is atypical today.
It's -- and it's an option available with mainline

carriers, but it's not the only method of making
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20 an airline reservation, as an example.

21 They've automated processes directly

22 communicating with the air -- the aircraft via
23 basically an internet -- awireless internet

24 connection when they arrive at the individual

25 airports.

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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They've chosen to contract, in most cases,
with the individual -- at the individual airports
with service providers rather than go out and hire
people on their own. So, they do this
contractually rather than end up with a huge labor
base, which ultimately amost alwaysendsup in
a-- alabor agreement of some sort that ends up
anti -- working against the airline's bottom line
at the end of the day by unionizing al of the
various components of the airline.

So, asit -- asit works out from day to day,
the only people from the actual airline that are
on the property are typically the ones arriving
and departing in the airplane. So, the flight
crew, flight attendants, and occasionally we get a
visit from somebody with the company to check on
Galaxy's handling of the aircraft and -- and the
details that go in with their arrangements

directly with Skybus.
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20 Now, they have a stand-alone contract. |

21 think it's important you know that, that Skybus

22 has a stand-al one agreement with Galaxy to handle
23 the actual aircraft. The Airport Authority does

24 not do that.

25 CHAIRMAN BARRERA: And that's where the fuel

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007

file:///AJ/WSHOP110807.txt (20 of 194)11/19/2007 10:27:58 AM



file:///A)/WSHOP110807.txt

10

11

12

13

14

15

16

17

18

19

11

flowage fee comes from.
MR. WUELLNER: Exactly.
CHAIRMAN BARRERA: That we -- that we get 8
cents per --
MR. WUELLNER: Exactly.
CHAIRMAN BARRERA: Okay.
MR. WUELLNER: We do get fuel flowage.
CHAIRMAN BARRERA: Right.
MR. WUELLNER: Wejust don't charge it
directly to the airline.

CHAIRMAN BARRERA: Right.

MR. WUELLNER: It isachieved through our
contract with the FBO.

CHAIRMAN BARRERA: Okay.

MR. WUELLNER: So, wedo get 8 centsa
galon, just like we get every other user. Every
gallon of fuel pumped on the airport is subject to
that.

MR. GEORGE: The amount of fuel that they
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20 have been purchasing, is that what you would have
21 expected or --

22 MR. WUELLNER: It's pretty close.

23 MR. GEORGE: -- are they transporting fuel in
24 here so that they don't have to pay Galaxy, and

25 therefore, we don't get the fuel flowage, and then

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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they go back up and buy it up in Columbus at a
cheaper rate or a better --

MR. WUELLNER: Well --

MR. GEORGE: -- financial arrangement up
there?

MR. WUELLNER: -- to befair, they've
leveraged the ability to do that with Galaxy
toward getting the best possible fuel price out of
Galaxy. But it doesn't affect our 8 centsa

galon aslong asit's being pumped on the
airport.

MR. GEORGE: If they don't buy the fuel --

MR. WUELLNER: They are.

MR. GEORGE: -- that does affect because we
don't get 8 centsagallon.

MR. WUELLNER: Agreed, but the -- but the
reality isthey're -- they're pumping it here
because it costs too much to haul.

MR. GEORGE: Okay. All right.
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20 MR. SLINGLUFF: Yeah. Can| --

21 MR. WUELLNER: It'slike adding --

22 CHAIRMAN BARRERA: Viatheweight.
23 MR. WUELLNER: -- 20 percent to the

24 per-gallon price, | believeitis, or isit more

25 than that?

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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MR. SLINGLUFF. Weéll, there -- there has only
been -- since they've operated from July 17th,
there's only been one day that they have not
picked up fuel.

And -- and other than that, they have been
picking up fuel. And the net 8 cents for the
airport -- I'm sorry. The net 8 centsto the
airport has always been there with -- with every
flight.

And -- and Buzz, to -- | think we're probably

within about 5 percent of what all the parties
had -- had thought that the fuel flow would be.
MR. GEORGE: Okay. That'sfine. | just want
to make --
MR. SLINGLUFF: 1 will tell you that --
MR. GEORGE: | just want the question
answered that they weren't hauling fuel down here
to -- so that they wouldn't have to pay us so that

that would jeopardize the 8 cents agallon.
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20 MR. SLINGLUFF: They -- they havetried to,
21 as Ed said, leverage that, but it readly isa

22 false economy.

23 MR. GEORGE: Okay.
24 MR. SLINGLUFF. Andtheairport, | will say,
25 IS netting the 8 cents, whichisalion's share

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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14
1 of -- of the net.
2 MR. GEORGE: Yeah. Canwe get some more?
3 MR. SLINGLUFF: There's nothing more to give.
4 MR. WUELLNER: Yes, sir.
5 MR. HICKOX: I'm not amember of the board,

6 obviously, but | raise this question. Wayne

7 Hickox, 881 Queen Road.

8 Ed, what you're saying, though, isthat --

9 and alot of taxpayers wouldn't like this, but

10 looking at it from adifferent point of view,

11 there's absolutely no net gain in employment

12 because of the contract with the airport; is that

13 correct?

14 MR. WUELLNER: No, and -- no, thereis.

15 The -- Galaxy's had to bring -- I'll let you speak
16 to that here.

17 MR. SLINGLUFF:. Yeah. We currently have
18 about 12 new positions, and by January, we'll have

19 16 new positions.
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20 MR. HICKOX: In other words, an economic
21 plus. Okay.

22 MR. WUELLNER: Okay. All right. So-- so
23 the bottom line question is, why would we enter
24 into an agreement of that type? Well, at the end

25 of the day, it's what the airline bringsto the

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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community. And | don't mean just airline service,
but what comes on the coattails of airline service
has provided the revenue opportunities that don't
exist at the airport in the absence of airline
service. And I'll detail thosein just a second.

But it's -- the deal -- the -- the whole idea
behind it is, what does -- if you have airline
service in this arrangement, what does the -- how
does the airport, and ultimately the citizens of

St. Johns County, how do they benefit from the
service being here, which certainly goes to our
bottom line al so.

And the other -- other salient point hereis
that it preserves avery high level of future
funding availability for the airport by being able
to use PFCs which are generated purely by those
folks flying out of St. Augustine Airport. And so
it's based on enplanements only out of here. And

that goesto -- those funds go to pay for any
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20 improvements that need to be -- and in fact, welll
21 talk in alittle bit, it also is the funding

22 mechanism to reimburse the Airport Authority,
23 hence the citizens of St. Johns County, for their
24 share of the original terminal development costs

25 intheairline.

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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So ultimately, the terminal ends up costing
the citizens of St. Johns County basically
nothing. Between Florida DOT match funds and then
using PFC revenues that are generated only by
outbound passengers, it offsets the other half of
the cost.

Now, the only exception to that would be
expenditures directly related to parking. And the
reason | say that isit's-- while eligible for

FDOT funds, parking improvements are not eligible
for PFC disbursements. So, that -- that -- that
standalone item falls out of the -- the equation
otherwise.

All right. And what do they contribute? As

| pretty much just now said, the -- they're more
of a catalyst rather than a direct contributor.
These are revenue sources we're going to identify
here in asecond that are -- that are only

available to us as aresult of having airline
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20 service here, especially at the level the Sky --
21 Skybus bringsin. Y ou know, keep in mind, a
22 50-seat aircraft doesn't generate the -- generate
23 anything near the numbers that -- that an A319
24 would.

25 All right. I'll speak quickly to what's --

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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what's going on with service. Asyou al know, we
currently have one flight daily round trip to
Columbus, Ohio, and that will change very shortly.
Beginning in mid-December, | believe it's December
17th, we will -- we will have at that point two
daily round trips to Columbus, and we will add a
new daily round trip to the Boston,
M ass/Portsmouth/New Hampshire location. And all
of that, again, isdaily. So, you have three
flights aday.
MR. GEORGE: What -- Ed, what was the logic
of having both of the flights from St. Augustine
to Columbus leave within an hour of each other?
MR. WUELLNER: We -- obviously, we had
nothing to do with it, but the -- they've --
they've admitted to usthat they blew it on the
back end. It was not their intention to schedule
the two outbounds at that point, but it has more

to do with the number of aircraft in the system
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20 right now --
21 MR. GEORGE: And their --
22 MR. WUELLNER: -- which self-corrects going

23 into the first of the year. | should say they get
24 more aircraft and more flexibility after -- after

25 March. So, we're likely stuck with that schedule

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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1 until March, and then | suspect you're going to

2 seeit -- it will change, because it -- it

3 doesn't --

4 MR. GEORGE: | think --

5 MR. WUELLNER: -- make sense.

6 MR. GEORGE: 1 think that they have released

7 their schedule from March the 7th into April,

8 possibly early May --

9 MR. WUELLNER: Right.

10 MR. GEORGE: -- and those two flights an hour
11 apart are still there.

12 MR. WUELLNER: They are. Andif you kind of
13 follow the bouncing ball, when they added the

14 second flight, they moved -- the afternoon flight

15 became the earlier evening return flight.

16 Actuadly, I'm sorry, it'sthe later flight --

17 MR. GEORGE: It'sthe later flight.

18 MR. WUELLNER: -- isthe sameflight. So,

19 they had to notify all of those people who bought
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20 tickets, you know --

21 MR. GEORGE: Y eah.

22 MR. WUELLNER: -- from December 17th --
23 actually from December 5th on, when the flight
24 moves to the evening, they had to notify all of

25 those people that the schedule was different,

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007
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but...

MR. GEORGE: Weéll, if they could get it
changed to the morning so that people could go to
Columbus in time to catch an outbound --

MR. WUELLNER: Right.

MR. GEORGE: -- going somewhere elsg, it
saves them hotel rooms and --

MR. WUELLNER: Agreed. It'salousy timeto
reach -- you know, to reach Columbus, Ohio, asit

stands.

MR. GEORGE: Right.

MR. WUELLNER: Y ou probably noticed, | think

about aweek, ten days ago, that they came --
maybe alittle more than that now, Skybus
announced its second focus city, which is
Greensboro, North Carolina. That immediately
generated a new round trip from St. Augustine to
Greensboro. And that may, depending on how the

service goes, materialize into a second flight
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20 later.

21 But asit stands now, you have another option
22 where you can catch or create flight segments even
23 out to the west coast, because you can in theory

24 go through Greensboro out and through Columbus

25 back, if you desired, to the west coast.
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MR. GEORGE: Y eah.

MR. WUELLNER: And that begins, | believe
it's January 15th, isthe startup day for that.

That serviceis middle of theday. It's
approximately noon arrival and -- and 12:30
departure.

And then we're al'so being told to expect
probably two more round trips to develop over the
next 12 months. They have -- you probably saw
two. Last week, they announced -- or the end of
the previous week, | believe it was, announced yet

another city added online.

They will be now flying into the New Y ork
areato Stewart Airport. And |, you know,
informally was told to expect around trip between
that city pair. They were noncommittal asto
exactly when. It will be afunction again of
aircraft deliveries and sorting out the additional

cities.
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20 But we'll also get probably another round

21 trip to some other destination during the next

22 year. That may be Greensboro; it may be awhole
23 new city pair.

24 It's my understanding they intend to add at

25 this point four new cities next year, and we may
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or may not have round trips develop out of those,
or even existing cities.

So, the bottom lineisyou're likely to be at
six flights aday by this time next year or
somewhere -- I'm generalizing that -- but sometime
by the end of next year.

All right. Air service expenditures. And
these are what we anticipate the cost to look like
based on the number of flightsin and out of --
out of the airport. Oneflight aday, our
security LEO costs, were $43,800. When you go to
this three flights a day beginning December,
those -- those numbers all begin to ratchet up,
and they begin to ratchet up because the schedule
that's posted creates avery long day, if you
will, basically a 16-hour service window that's
got to be accommodated from security, even
staffing by -- by Galaxy. We have some

operational costs.
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20 It also beginsto fall out, especially the

21 evening flights, beginsto fall out of the free

22 service on ARFF, or the Airport Rescue and Fire
23 Fighting services provided by Grumman. That
24 beginsto fall out of their normal working hours,

25 and we end up picking up the tab for those fire
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22

1 fighters having to be on station during the

2 airline operations.

3 But you can see some of those costs begin to
4 stagnate, though, because as the time -- asthe

5 day beginsto fill in, it's not adding new people;
6 it's just the length of the day, the -- more

7 flights can be accommodated with the same

8 expenditure.

9 Asin currently landside operations,

10 personnel costs, we don't have any additional

11 costs because we're utilizing existing staff to do
12 that function with the middle-of-the-day flight.
13 But as we add the evening flights, it will extend
14 beyond normal working hours, for lack of better
15 terms, and we will need to look at using the staff
16 position that was funded to probably create two
17 part-time positionsin -- in an operations kind of
18 a category to be on-site during the evening

19 airline operations. And we'll -- we'll basically
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20 take afull-time position and create two part-time

21 positions.

22 We need the part-time positions because

23 you've got to have someone here seven days aweek,
24 and you can't -- even a part-time position, you

25 can't ask them to be there seven days a week.
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Yes.

MR. GORMAN: If infact they need landside,
why do they not add staff? Why do we add staff?
That adds aliability to us should they fail.

MR. WUELLNER: Thisis--

CHAIRMAN BARRERA: Any airport would do that.

MR. WUELLNER: Thisisairport -- meeting the
requirements the airport has relative to our FAA
certificate and our support requirements related

to the-- to TSA, and it also relates to
overseeing curbside operations, whichisa--
making sure vehicles move on through the curb area
and monitoring the self-park area also.

MR. GORMAN: But nonetheless, if we add
staff, we add our own liability, should they
then --

MR. WUELLNER: Those aren't -- those aren't
contractually Skybusissues. Those are airport

operator issues. So, they're -- they're our
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20 issues, fundamentally.

21 MR. GORMAN: Then we add -- we are adding to
22 our own liability by encumbering ourselves with

23 more staff.

24 MR. WUELLNER: Thisisthe same-- just to

25 repoint out, thisis the same staff position that
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1 Is-- was identified in the budget.

2 It isalso -- when we get to the end here,

3 you'll seethat itis-- itispaid for out of the

4 airline -- or the revenues received from the

5 airline. So, itisentirely within -- it'snot a

6 new cost that's not covered by a new revenue

7 source.

8 MR. GORMAN: | understand the revenue. |
9 understand where the costs are coming from. I'm

10 just -- just we're encumbering ourselves further.

11 That's all.

12 MR. WUELLNER: True.

13 MR. GORMAN: Thanks.

14 MR. HICKOX: Ed, one of the questions | pose

15 here, going back to your security line item there,
16 is anything -- does that have to do with any of
17 the Homeland Security costs? Because Joe had
18 asked me that question earlier.

19 MR. WUELLNER: No.
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20 MR. HICKOX: | didn't think we picked that
21 up.
22 MR. WUELLNER: No. Theactual cost of -- of

23 screening on the airport is -- is covered by -- we
24 don't collect this, nor do we disburseit. But

25 it'sintended to be funded by the security fee
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that's added to every ticket purchased nationwide.

MR. HICKOX: | see.

MR. WUELLNER: It'sa, | think, $2.50 fee.
That's -- the program's supposed to be funded out
of that nationwide.

MR. HICKOX: That'swhat | thought, but |
just wanted to make sure.

MR. WUELLNER: But no. We -- one of the
exercises we went through, and it really came down

to the -- to the wire just timewise, before we
started up, was getting the security function,
what's called federalized, which means accepted
into the federal program, the TSA program, wherein
TSA coversthe cost of their staff and to do
baggage screening, passenger screening, those
functions. So, TSA coversthat cost. We do not.
MR. HICKOX: Thank you.
MR. WUELLNER: However, they do assessa

$2.50 charge to every ticket.
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20 MR. HICKOX: Waéll, that'sfine.

21 MR. WUELLNER: And everywhere. | mean,
22 it's-- and it's pooled and divided.

23 MR. HICKOX: User fee.

24 MR. WUELLNER: Yes. Andthenwere

25 covered -- our TSA function is governed out of
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Jacksonville.

Jacksonville has what's called a federal
security director, an FSD position, that covers
the Jacksonville area, goes over and covers
Gainesville, covers St. Augustine, and covers
Daytona Beach, as well as they cover not only
airports, but ports and any other TS-- TSA,
Homeland Security-related function in northeast
Florida. And soit's covered out of one office up
there.

MR. HICKOX: Thank you.

MR. KENDEIGH: Bruce Kendeigh. A couple of
questions. What isLEO? I'm sorry, | live at 240
Redfish Creek Drive. What does LEO cost? What
does that mean?

MR. WUELLNER: LEO, aswe'reusing it here,
islaw enforcement officers.

MR. KENDEIGH: Okay.

MR. WUELLNER: We'rerequired to pay deputies
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20 to -- we have to have a-- abonafide law

21 enforcement presence on the airport during airline
22 operations.

23 They're the only ones -- and alot of people

24 don't understand this, but while TSA'sin charge

25 of the federal program, they have, with very few
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exceptions, have any local arrest capabilities.
So, when a checkpoint violation happens, somebody
tries to bring aknife, gun, or something through,
that's handled by the local law enforcement
officers. They physically make the arrest and
handle the -- the paperwork. They may be charged
federally lady -- later, but it's -- it's required
to be done with alocal law enforcement officer.
MR. KENDEIGH: So -- so, St. Johns County
picks this up, correct?
MR. WUELLNER: No, sir. We pay -- we -- we
pay for the service. We -- we, in effect, pay
the -- with one flight aday, we just ssimply pay
the $30 an hour rate per diem to the deputies and
pay them directly. And effectively it's off-hours
use of deputies.
Aswe move into three or more flights a day,
one of the reasons the cost jJumps is because the

schedul e spreads out and it becomes no longer cost
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20 advantage to pay by the hour with them. We simply
21 now reimburse the Sheriff's Office for the

22 equivaent of one full-time deputy on an

23 annualized basis. So, as we need new, more deputy
24 support on the airport, we buy a deputy, ina

25 sense, as -- and reimburse the Sheriff's Office
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through an -- through an agreement with them.

MR. KENDEIGH: Okay. The next questionis--

MR. WUELLNER: So, the airline service pays
for the cost.

CHAIRMAN BARRERA: And for the benefit of
accounting.

MR. KENDEIGH: Y ou mentioned the revenue
opportunities. 1'm watching the -- what you're
telling meisthat Skybusisbringing in alot of

flights, which is-- whichisnice. Theonly
thing I'm seeing is that they're coming in and
they're not leaving any money here. I'm-- I'm
missing something.

MR. WUELLNER: Theairline --

MR. KENDEIGH: I'm pleased with they're doing
agood job, but --

MR. GEORGE: Thisisthe expenditure side of
today's workshop. He'll get to the revenue in

just a second.
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CHAIRMAN BARRERA: Hekind of did an overview
that you missed --

MR. KENDEIGH: Okay. I'm sorry.

CHAIRMAN BARRERA: -- about how he was going
to --

MR. WUELLNER: I'll get to revenue. In fact,
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it's next.
MR. KENDEIGH: Okay. Thank you.
MR. WUELLNER: Sure. Any other questions on
the -- | didn't see anybody else's hand, so |
assume we're good.
All right. Now the other half, if you will,
of the expenditure side is capital-related
expenditures going to the program -- or going to
the terminal.

CHAIRMAN BARRERA: It'salittle fuzzy.

MR. WUELLNER: Isit fuzzy? | think it may
be the way the slide's done.

MR. BRUNSON: It'sjust you, Kelly.

MR. WUELLNER: You -- you will have a copy of
it that's way more readable at the end here, but
itis--itisgoing fuzzy, actualy, isn't it?

All right. The upper left-hand corner talks
to the terminal development costs. And you can

see that we put up 11,770 square foot of building,
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20 an approximate cost of about $200 a square foot at
21 the end, which was atotal expenditure about

22 $2.354 million, of which FDOT picked up half of
23 that dollar figure. And the mgjority of the

24 balance of the other 50 percent will be reimbursed

25 by PFC revenues, which I'll show you those revenue
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1 expectationsin -- | think they're the next slide

2 or acouple of slides back here.

3 Number of flights per day, if you'll follow

4 acrossthere, | used 1, 3,4, 5,and 7, 1 just to

5 illustrate what the one aircraft or

6 one-flight-a-day scenario is. We're rapidly going
7 to blow through 3, and welll settle on 4 for quite
8 awhile, or for at least afew months until they

9 either announce afifth or sixth type flight. But
10 | also put 5 and 7 on there, too, so you have an
11 idea of the order of magnitude and -- and how
12 the -- how it affects the capital program.

13 Primary -- primarily from this point forward,
14 the-- the building will handle, if -- if they'll

15 cooperate with scheduling in the -- continued in
16 the future, we can pretty much handle easily

17 seven -- seven to nineflightsdaily. That would
18 be the maximum number of flights that that

19 facility could accommodate.
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20 If those kind of numbers -- you know, if we
21 start getting those kind of numbers, then we'll be
22 having discussions on where we go from here,

23 because it -- we will smply have outgrown that --
24 outgrown that facility and we'll have to come up

25 with exactly how we're going to deal with that.
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The primary impact is related to parking.

2 And even sort of -- sort of joined with that is

3 how we deal with rental cars moving forward.

4 Obvioudly, we've -- we have space limitations in

5 the main terminal area. We were successful, as

6 you know, getting a significant amount of property
7 out of lease from Northrop Grumman. Now, thisis
8 property the Authority owns but was leased to

9 Northrop Grumman 30 years ago. It realy had very
10 little revenue that we were receiving off it in --

11 inwhole. Infact, it was a part of the deferred

12 rent compensation that existed.

13 We were able to get some property out of that
14 lease, and that became the parking lot over in the
15 terminal area. We have successfully gotten

16 another three-quarters of an acre out of -- out of

17 that, and we'll be able to extend the limits of

18 the parking lot to pick up, but probably to be a

19 total of about 225 spaces in the main terminal
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20 parking lot there, the main terminal meaning the
21 airline terminal parking lot. So, that's the paid
22 lot, for lack of better terms.

23 Currently, we have 165, | want to say, total

24 spaces out there, none of which are being utilized

25 by the rental car business. We are not proposing
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1 that they have any part of the -- of that main

2 parking lot moving into the future, primarily

3 because we simply don't have enough moving forward
4 for general parking and it would be a significant

5 number of spaces required to support rental car

6 operations from this point.

7 We meet the objectives for one flight, and we

8 meet the numbers through three flights.

9 Beginning -- as soon as we move through the

10 three-flight number, we begin to have parking

11 problems again and will have to ook at expending
12 additional funds, assuming thisisapaid lot,

13 to -- to expand parking or continue to expand

14 parking. We will also need to continue to grow
15 the rental car component.

16 Now, at the last Authority meeting, you --

17 you released design money related to that, and

18 eventually, probably in the December time line,

19 we'll -- we'll be talk -- or probably actually
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20 January, we'll be talking -- we'll be opening,

21 have the bids opened, and be making some kind of
22 recommendation relative to actually constructing
23 that facility.

24 If you look down about six or seven lines

25 from the bottom, it talks about the CRCF capital
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1 cost. That'stherental car facility. If you

2 look across to under the fourth aircraft, you'll

3 see that the capital costs, the Airport

4 Authority's share of the capital costsarein

5 there at about $250,000. So, | don't want you to
6 think that we skipped the capital development cost
7 there.

8 Inyear 1, you'll seethat we have recognized

9 the terminal costs, or at least our half of them,

10 and also the revenue control, the parking

11 equipment to use -- to do automated parking. So,
12 we've recovered the capital costs.

13 Now, in flights 5 and 7, the -- any addition

14 isentirely related to parking, with an estimated
15 surface parking addition of about $2500 a space

16 when you -- when you go out.

17 All right. Next dlide. Any questionson
18 the --
19 MR. GEORGE: Y eah, you made the comment, Ed,
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20 that you said, with the first flight, we have
21 recouped the cost of the terminal. | haven't seen

22 any revenue numbers that says --

23 MR. WUELLNER: W€, we're not --
24 MR. BRUNSON: He's coming to that.
25 MR. WUELLNER: We're still not to revenues.
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1 MR. GEORGE: Okay. All right. But you did
2 make the statement, in anticipation of the next
3 chart, that you're going to show us how we made

4 that money back.

5 MR. WUELLNER: Yeah.
6 MR. GEORGE: Okay.
7 MR. WUELLNER: WEéll, the -- the terminal

8 costs, as | mentioned a couple of times now, are

9 recovered through the PFC collections.

10 MR. GEORGE: All right. Whenever you get to
11 the next dlide.

12 MR. WUELLNER: The capital costs. All right.
13 Thisisthe PFC revenue projections. Werun

14 enplanements across, and those match the number of
15  flights. PFC net revenuesis $6.30 per passenger.
16 We will likely have a partial year first year -- |

17 say "first year," but with first flight -- of

18 $132,000 in PFC revenues that can be applied

19 toward that.
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20 Now, the redlity iswe don't have one flight.
21 We won't -- that -- that really will never play
22 into it. By the time PFCs are collected, you will
23 have at least three, probably four flights going.
24 At the four-flight number, your PFC annual

25 revenues are about $1.15 million. So, you can see
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1 in the first year of revenue collections, PFC

2 revenue collections, you effectively wash --

3 there's about a hundred thousand dollar difference
4 here. But you effectively wash the Authority's

5 share of the terminal development cost. Yeah.

6 MR. GEORGE: Say that again.

7 MR. WUELLNER: You -- you collect PFC

8 dollars, al right? You collect that. That comes

9 to us. It'scollected by theairlineand is

10 transmitted monthly to the Airport Authority.

11 MR. GEORGE: Right.

12 MR. WUELLNER: We can only expend that for
13 projects that are eligible for PFC collections.

14 MR. GEORGE: | understand.

15 MR. WUELLNER: All right. Among those
16 projectsisour half of the original terminal

17 development. So, the first thing we do is pay us
18 back out of PFC collections.

19 We will -- we should, in the first year of
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20 PFC collections, get at least $1.147 million in

21 revenue, which when you compare that to our 50
22 percent cost of the terminal, which the previous

23 page showed you at $1,250,000, you can see you're
24 about $100,000 difference from having all of your

25 terminal paid in thefirst year of PFC
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collections. And, of course, if you collect more
PFCs, you could pay yourself faster.
MR. GEORGE: So, you're saying thefirst year
of PFC collectionsis what the number that is
shown under the four flights aday --
MR. WUELLNER: Correct. That would be
minimum.
MR. GEORGE: Those four flights aday --
MR. WUELLNER: Because you already have four
flights aday.
MR. GEORGE: -- are not going to happen until
the second year.
MR. WUELLNER: We're not dealing with years.
CHAIRMAN BARRERA: They start in December.
MR. GEORGE: When?
CHAIRMAN BARRERA: Wséll, in December.
MR. WUELLNER: Y our threeflights starting in
December --

CHAIRMAN BARRERA: Onein January.
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20 MR. WUELLNER: -- your fourth flight in
21 January. Don't -- don't think fiscal year. I'm

22 talking year beginning collection.

23 CHAIRMAN BARRERA: Caendar.
24 MR. GEORGE: All right.
25 MR. WUELLNER: You'rejust -- we're not
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talking fiscal year.
MR. GEORGE: | understand.
MR. WUELLNER: We'retalking year from
collection startup. Of course, if afifth or
sixth flight comes on, you can see how the PFCs
jump to about $300,000 per aircraft flight added.
Now, after you pay yourself back the first
year, that money's available to any capital
development program on the airport that is -- that
supports commercial airline or cargo
transportation. So, you can use thisfor
taxiways, instrumentation, apron, pretty much
anything that's directly related to air carrier or
air cargo operations.
CHAIRMAN BARRERA: But with that, that has to
be a common use area
MR. WUELLNER: Correct: Yeah. Yeah, you
cannot use -- you cannot |ease space proprietary

to someone, that is correct, much like the same
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20 reasoning behind you can't use PFCs for a parking
21 lot. It'sarevenue-producing item directly, so

22 you're not going to be ableto useit. Yes, sir.

23 MR. HICKOX: Ed, I'm awfully dense, but what
24 isthe -- what is the source of the PFC money?

25 How isthat -- how is that found?
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MR. WUELLNER: It's-- it'sadded on to the
cost per ticket.

MR. HICKOX: Okay. That's--

MR. WUELLNER: It's-- if you bought aticket
recently, you'll see flight segment fees that are
right there listed with taxes and security fee.

And they're only legally allowed to charge you, |
think it's two flight segments on any -- any one
flight. So, if you -- your ticket goes through
three airports, whatever they're charging is added
through two airports. After that, they can't
collect it anymore. That'swhy we adjust it
downward to -- from collecting the entirety of
what's assessed.

MR. HICKOX: All right. Thank you.

MR. WUELLNER: And the federal government
regul ates the maximum. We haveto -- we have --
the PFC program is regulated by the FAA, and we

have to report and -- and talk all about the
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20 details of how -- of what's collected and how it's
21 expended, and all that has to be approved by the
22 airport, the FAA, and hasto be sort of tacitly

23 agreed to by the airlines.

24 MR. HICKOX: Well, that answers an essential

25 question that | think probably started most of
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this proceeding, is that was the one source that
nobody knew about, | guess.

MR. WUELLNER: Sure. Well, we've been
talking PFCs, but we've not quantified it. And,
you know, as| said, we didn't slow down long
enough when we were getting the thing together
to -- to put al of the details together for
everybody to -- to make thiskind of a
presentation.

MR. BRUNSON: And, Wayne, you're exactly
right; thisis what prompted this. I've been
through this with Ed, and you're right.

MR. HICKOX: Y eah, we've been through it
together, as a matter of fact.

MR. BRUNSON: Yes. Exactly.

MR. WUELLNER: Yeah. And -- and legally, you
will be ableto collect PFCs until you no longer
have eligible capital projectsto spend the money

on. At the point you have nothing else you want
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20 to build or need to build to support that
21 commercial air and cargo service, at that point

22 you will no longer be able to collect PFCs.

23 MR. HICKOX: Even for general maintenance?
24 MR. WUELLNER: Correct. That isnot usable
25 for that.

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007

file:///AJ/WSHOP110807.txt (78 of 194)11/19/2007 10:27:58 AM



file:///A)/WSHOP110807.txt

40
1 MR. HICKOX: Very good.
2 (Mr. Brunson leaves the room.)
3 MR. WUELLNER: Any other --
4 MR. KENDEIGH: Go ahead.
5 MR. GEORGE: First thought that comes to mind

6 is smoke and mirrors. Okay. We do budgets on

7 when we're going to spend money, when we're going
8 to receive money, and this, that, and the other.

9 | see these numbers, and | see four months to

10 process an application.

11 MR. WUELLNER: Uh-huh.

12 MR. GEORGE: WEédll, | think you already got --
13 have to define your project and have your costs on
14 your project and everything, so that could make it
15 ayear and four months.

16 MR. WUELLNER: That's -- actually, we're --
17 we're pretty far along. We're already ready to --

18 to submit the draft application to FAA for them to

19 look over.

file:///AJ/WSHOP110807.txt (79 of 194)11/19/2007 10:27:58 AM



file:///A)/WSHOP110807.txt

20 (Mr. Brunson enters the room.)

21 MR. WUELLNER: And then once that looks like
22 it's okay, we'd be bringing that back to you guys

23 to -- to sign off and submit. And they'retelling

24 usit'sreally only a 30-day window. From the

25 time you submit it formally, they have to make a
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determination within 30 days.

MR. GEORGE: Okay. The other thing that --
another piece of that puzzle that concerns meis,
these are projects that are oriented toward
commercial service. | know we have the projects
now because we've already spent the $1.2 million
to build the -- you know, the hangar that we are
using operationally as aterminal.

MR. WUELLNER: Right.

MR. GEORGE: But at what point in time do we
stop increasing things for -- for commercial
traffic? | don't see us building another
Jacksonville or Daytona Beach here.

MR. WUELLNER: No, no, no.

MR. GEORGE: So, if we're not building, then
we're not getting the money. And so that's the
smoke and mirror, you know?

MR. WUELLNER: Don't -- don't -- you know, |

was going to say --

file:///AJ/WSHOP110807.txt (81 of 194)11/19/2007 10:27:58 AM



file:///A)/WSHOP110807.txt

20 MR. GEORGE: | canlook at the $2 million,
21 but if | don't have a project that costs $4

22 million --

23 MR. WUELLNER: Youdo. Projectsthat are
24 eligible include, and would likely be funded, is

25 the extension of Taxiway Bravo. It supports
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1 commercial airline service by its development. It
2 isunlikely, asa GA airport, to get priority in

3 any sense of the word for normal FAA grant funds.
4 It just wouldn't -- wouldn't cut it.

5 PFCs expedite that process. Any widening,

6 lighting projects, anything that -- strengthening

7 projects, anything that needs to be the funds

8 expended, the environmental development costs, the
9 environmental studies surrounding Taxiway B or --
10 or anything else, al of those --

11 (Mr. Burnett enters the room.)

12 MR. GEORGE: Y ou mean like environmental
13 studies to extend the runway in the event --

14 MR. WUELLNER: In the event -- right now,
15 there'd be no reason to. The A319 doesn't require
16 runway extension. It fits very well within what

17 we have. That'sthe other good thing about that
18 airplane.

19 MR. GEORGE: Okay.
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20 MR. WUELLNER: But, yes. | mean, if you --
21 if there was atechnical reason you needed to

22 extend the runway, it could be an eligible cost

23 under PFCs. It cannot be -- you cannot collect

24 funds indefinitely. They have to be, you know,

25 identified on projects. Y ou can periodically
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update that -- that list of projects as-- asyou
go forward, but the initial collection will
certainly support -- support the PFC.

MR. GEORGE: Okay.

MR. WUELLNER: Do you still have a question?

MR. KENDEIGH: On the PFC revenue
projections, is there a number, a round number
from Columbusto hereto Lauderdale? Istherea
number? Because you mentioned just two airports.
The third, the no more PFC projections. Isthere
anumber -- for instance, if | flew from here to
Columbus to someplace, PFCs going to charge and we
get some money out of this, how much -- how many
dollars to me?

MR. WUELLNER: Okay. We determine up to the
maximum that FAA --

MR. KENDEIGH: Okay. The maximum.

MR. WUELLNER: -- what they approve, whichis

amaximum of $7 per enplanement. So, per outbound
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20 ticket, it's always based on enplanements. So,
21 the inbounds don't matter in terms of collecting

22 revenue for us.

23 MR. KENDEIGH: Outbound only.
24 MR. WUELLNER: It's only outbounds.
25 MR. KENDEIGH: That'sfine.
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MR. WUELLNER: Okay?

MR. GEORGE: Andif wefly here to Columbus,
and they go from Columbus to California, that's
another outbound, another 7 bucks on the ticket.

So, it --

MR. WUELLNER: Not to us.

MR. GEORGE: -- doesn't take a cut out of
ours.

MR. KENDEIGH: Not to St. Augustine.

CHAIRMAN BARRERA: No, it doesn't affect us.

MR. WUELLNER: And -- and the other good
thing iswe don't -- we don't lose alot of that
under any circumstance, because the way the
airlineis set up now, you don't -- there are no
connections. You're not -- just because you go to
Columbusfirst, it's a separate ticket purchase,
so therefore, you really wouldn't have arevenue
reduction on the -- assuming it was $7.

What you do -- what they do alow isthe
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20 airline collects, you know, much like any good
21 agency, they get something like 3 percent of

22 the -- to administer the program, because they do
23 all the accounting. They collect it and they have
24 to account for it and they have to send it to us.

25 MR. GEORGE: Okay.
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1 MR. WUELLNER: FAA through DOT or -- and DOT,
2 it'stheir program. And theideaisthat it was

3 to provide obviously another revenue source for

4 commercial airports, which tended to be more

5 expensive-type improvements because of the

6 aircraft weights and dimensions that would involve

7 versus light GA.

8 MR. GEORGE: Could this-- could thisin any

9 way be construed to mean money that would come to

10 us that we could use for building more corporate

11 hangars?

12 MR. WUELLNER: No.

13 MR. GEORGE: Or private hangars?

14 MR. WUELLNER: No.

15 MR. GEORGE: Building another runway on the

16 other side of --

17 MR. WUELLNER: No.
18 MR. GEORGE: -- U.S. 1?
19 MR. WUELLNER: Unlessthat runway were
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20 commercial service.

21 MR. GEORGE: Okay.

22 MR. WUELLNER: Then, yes, in theory you could
23 use the money for that.

24 MS. SUTHERLAND: Or cargo.

25 MR. WUELLNER: Or cargo. But -- but, no, it
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cannot be used for, quote, unquote, general
aviation projects exclusively. For instance, |
couldn't build alight-duty taxiway someplace for
GA out of PFC revenues, because it wouldn't -- it
wouldn't be supporting airline service.

Now, you're still eligible for FAA grants --

MR. GEORGE: | understand.

MR. WUELLNER: -- ontop of that. And
another piece of thisthat | really don't even
deal with today, but your enplanements number,
again, also provides a minimum entitlement to the
airport that can be used for any genera -- any
project on the airport. So, it does not have the
same strings as a PFC.

MR. GEORGE: Okay.

MR. WUELLNER: And the minimum entitlement --
they're working on a new legislation. But the
current minimum entitlement is $800,000 a year,

and it's based on enplanements. So, if you have
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20 10,000 enplanements, you're going to get $800,000
21 ayear in grant money that you determine where it
22 goesaslong, asit's FAA eligible otherwise, the

23 project is. But that could be used for GA for --

24 for -- depending on the circumstances, you may or

25 may not be able to do some hangars, because they
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do allow some hangar development now with the new
program -- or the most recent program. We
wouldn't qualify just because we don't get enough.

MR. GEORGE: Yeah.

MR. WUELLNER: But likely with the
enplanements numbers you have, your minimum
entitlement would exceed amillion dollars
annualy. Asyou add enplanements, you get -- you
get more money per enplanement.

MR. GEORGE: Okay.
MR. SLINGLUFF. Ed, the-- on your
projections, what was the load factor you used?
MR. WUELLNER: These are 80 percent load
factors on 144. So, we're using these smaller of
the two aircraft in the system and estimating it,
SO it's 115 passenger daily.
MR. SLINGLUFF. Okay.
MR. WUELLNER: Okay. Thisone's even harder

to -- or to see because of the -- again, you'll
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20 have these charts you can look at. Arethey so
21 bad you can't see it? Y eah.

22 MR. BURNETT: Canyou zoom in and scroll
23 down?

24 MR. BRUNSON: | can see parking.

25 MR. WUELLNER: | don't know how.
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1 MR. KENDEIGH: Ed, there'salot of gray out
2 here.
3 MR. WUELLNER: Why don't we go ahead and hand

4 those out. 'Y ou made some black and whites, too,
5 right? Why don't we just hand those out and it

6 will be easier to see and follow along. It'sthe

7 same stuff that's on the screen or that -- the

8 charts are, anyway. And we'relooking at the last
9 sheet right this second.

10 Now, thisisaper-aircraft -- basically a

11 per-flight revenue generation. The top section --
12 one flight generates an annualized number of

13 42,048 enplanements when you do the math out.
14 That's 115 passengers per day, 365 days ayear.
15 Which, since we started in July -- in July, has
16 been the number. We are -- you know, it'snot a
17 pie-in-the-sky number right now. That iswhat
18 it's generating.

19 MR. KENDEIGH: That is enplanement, correct?
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20 MR. WUELLNER: Enplanements.
21 MR. KENDEIGH: Okay. We get how much for

22 enplanement?

23 MR. WUELLNER: That'swhat we're going to
24 talk about.
25 MR. KENDEIGH: Okay. Sorry.
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MR. WUELLNER: Now, industry typical
revenues -- now, these are numbers that would
be -- actually came out of Port Columbus. So,

these are coming out of the Skybus home base, if

you will. These are the revenues that would --

would typically show up of what their expectation

IS per enplanement.

They would generally expect to get $4.50 per
enplanement for parking. You can seethere'sa
food and beverage, retail, advertising, vending,
ground transportation components. The other big
ticket item isinrental cars, which generate a
total of about $7.19 per enplanement, isthe
airport's expectation in Columbus.

Now, you have to tweak those to come down to

St. Augustine, because Columbusiswhat is called
an O & D city, an originate and destination
facility, meaning it has basically the same number

inbound/outbounds, as what -- so the numbers
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20 balance, let's put it that way. So, you're

21 looking at 50 percent.

22 They make an adjustment or recommend an

23 adjustment to us which is downward in some cases
24 and upward in others. And thereasonis, being a

25 destination city, not a strong originate city as
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1 they -- they forecast it, we would have more

2 people arriving here from out of the area -- area

3 than just returning home in Columbus.

4 So, as aresult, where their numbers are

5 $4.50 in parking, our parking numbers will be less
6 per enplanement. However, where we get the offset
7 Isthat rental car revenues are up because we have
8 more visitors, therefore, more rental car

9 transactions per passenger or -- and a higher

10 value of rental car transaction per passenger.

11 So, we'll have parking numbers that are

12 lower. Now, thisisrevenue per passenger. But
13 we'll have rental car parking numbersthat are

14 higher than what they'd expect in Columbus per
15 enplanement.

16 When you make those adjustments, you come
17 down to the bottom of the same page, and you can
18 see that currently -- now, thisis-- | plugged in

19 the auto parking revenue, and we are currently
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20 generating $2.65 per enplanement based on the
21 first month of operation in parking. | expect
22 that to creep alittle bit, but that's based on

23 the $5 aday per vehiclein thelot.

24 And these are -- that's based on an actual

25 number. That's not based on aforecast. So,
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1 where | had real data, | shoved it in there for

2 you.

3 The other obvious important oneis car

4 rentals. And you can see where Columbus projects
5 at $2.25 an enplanement; we'll be at $3.33. And
6 part of this -- this generates from two things.

7 One is the percentage of passengers that actually
8 rent cars. The fact that Florida and the airline

9 seem to be attracting afairly high number of

10 family travelers, which isin -- is actualy

11 generating alarger car revenue, meaning a-- the
12 cost to rent the vehicle is more per vehicle, and
13 the average rental as reported by the rental car
14 companiesis at four and a half days per rental.
15 Yes.

16 MR. GORMAN: Wejust voted to actually
17 establish a car rental facility across the way,

18 acrossU.S. 1. And at these rates, are you

19 talking about -- and at that meeting, you said
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20 that we could amortize this -- thisfacility in

21 six months.

22 MR. WUELLNER: Uh-huh.

23 MR. GORMAN: At this $3.33 rate, will that,
24 again, six-month amortization projection hold

25 true?
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1 MR. WUELLNER: Yeah.
2 MR. GORMAN: It will.
3 MR. WUELLNER: You'retaking --
4 MR. GORMAN: At 80 percent.
5 MR. WUELLNER: We are -- yeah. Thefour

6 flight aday -- I'll just put thisin your -- your

7 stuff for your PowerPoint for your regular meeting
8 next week. But the rental car -- because we're --

9 because we're talking about the rental car

10 agreements. And subject to your approval of those
11 agreements next week, the method of -- of how we
12 lease or how we control rental carswill change

13 dramatically.

14 With the approval of those agreements, the

15 Airport Authority will now receive, or would

16 receive beginning in December, 15 percent of the
17 rental contract value. Entirely different than

18 the method we previously were doing. We basically

19 had afacility lease for them. We did have afew

file:///AJ/WSHOP110807.txt (103 of 194)11/19/2007 10:27:58 AM



file:///A)/WSHOP110807.txt

20 small fees, adollar for the wash rack and | think
21 $2 per delivered vehicle.

22 This changes that method to a percentage of
23 the sale, percentage of the rental contract,

24 regardless of how -- it's delivered out of the

25 facility. Regardless of whether it'salocal
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1 rental, somebody came up here and rented or it'sa
2 arriving passenger, we will get 15 percent of

3 every car delivered out of that -- out of the

4 rental car facility. That generatesthe first

5  vyear, based on four flights alone, over $640,000.

6 MR. GORMAN: And therental car companies

7 have not established any resistance to that to

8 you?

9 MR. WUELLNER: No.

10 CHAIRMAN BARRERA: It's standard.

11 MR. WUELLNER: Theonly -- which istypical

12 out there, isthat they're allowed to pass the
13 cost on to the customer. They -- they charge a

14 concession fee. That's how it's done at all other

15 airports.

16 CHAIRMAN BARRERA: That's standard.

17 MR. WUELLNER: And al of that money is ours.
18 MR. GORMAN: Believe me, | know about it. |

19 rent alot of cars.
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20 MR. GEORGE: You own alot of cars.
21 MR. GORMAN: | rent alot of cars.
22 MR. WUELLNER: And I'm kind of talking in

23 advance of the next meeting, but it does play into
24 the revenue. In addition to that, the rental car

25 facility, we charge -- what we've agreed to do in
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1 the lease, again, subject to your ratification

2 next week, but what we've agreed to do isdivide
3 the operating costs of that facility among the

4 three companies that would occupy it, plus 20

5 percent. So, we get 20 percent more than it

6 actually coststo operate that facility.

7 MR. GORMAN: So, again, the amortization six
8 months at $3.33 would then come true --

9 MR. WUELLNER: That'sin --

10 MR. GORMAN: -- within about 70 to 80

11 percent.

12 MR. WUELLNER: And that's another -- and
13 that's another revenue.

14 MR. GORMAN: At four flights.

15 MR. WUELLNER: Plus, we get athousand
16 dollars a month per company occupying the

17 facility. So, you've got another $36,000 thrown
18 in there in the course of ayear in just that

19 thousand dollar fee.
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20 MR. BRUNSON: Ed, do we still have one rental
21 car company that we have to negotiate with?

22 MR. WUELLNER: We havethreerental car

23 companies. All three are generally on board with
24 us.

25 MR. BRUNSON: Okay.
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MR. WUELLNER: And now this-- thiswill take
the place of the lease -- as we mentioned it when
we were talking about the engineering fee at last
month's meeting, we -- thiswill take the place of
the occupancy in the terminal by those companies
with one small exception. The -- the FBO would
still be aHertz local franchisee, meaning they
will be able to rent to their GA customers out of
that facility.

MR. BRUNSON: Maybe that's what | meant.

MR. WUELLNER: All other operations from
Enterprise, Hertz, and Avis are subject to the
consolidated rental car facility and those fees,
charges, and the like. So, it'sa-- it'sahuge
revenue number that comes on the heels of having
airline service, that these -- we were looking at
annual rental -- revenues on rental cars, if my
memory's correct, in the $12- to $16,000 a year

number. That's what the lease value is of what we
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20 lease them today. So, there's that much revenue
21 on the table by just changing the structure of the
22 agreement.

23 MR. BURNETT: And then one step further,
24 Ed -- not to interrupt your flow -- but one step

25 further is, although we'll have the three
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1 operating out of the primary facility, any other

2 rental car company that shows up later and wants

3 to come onto the property, they would haveto

4 enter into a similar-type agreement, less -- less

5 having the facility.

6 MR. WUELLNER: Right. We will be developing
7 both -- both access types agreement -- type

8 agreements where they're not in that rental car

9 facility. But you are charging them to access

10 here to pick up and/or drop off customers from off
11 airport location. Y ou don't get away with that

12 for free anywhereelse. Yes, sir?

13 MR. KENDEIGH: Just one question there. You
14 said the thousand dollars per month for a car

15 rental company.

16 MR. WUELLNER: Uh-huh.

17 MR. KENDEIGH: Obviously, the operating

18 expenses or costs, there's insurance, there's that

19 type of thing. The car rental companies are going
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20 to maintain their own insurance, or do we cover,

21 out of pocket would the Airport Authority spend to
22 make this thousand dollars per month for -- for

23 company?

24 MR. WUELLNER: The thousand dollars a month

25 Isnot -- has no deducts on it. And we directly
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S/

1 recover our operating costs of that facility,

2 which would include insurance, electric, water,

3 maintenance, anything that needs to be.

4 We even have a provision in there right now

5 that in the event we believe we're not getting

6 appropriate or proper accounting of those vehicles
7 leaving that facility for purposes of our revenue

8 generation, that we reserve the right to put a

9 person there to physically inventory the cars

10 leaving that facility at their expense.

11 Now, that is divided among the three

12 companies that occupy the facility, plus we charge
13 apremium of 20 percent above that number. So,
14 not only do we get our cost back, but we get 20
15 percent more than that, plus athousand dollars a
16 month, plus 15 percent of all the contracts

17 written out of those facilities.

18 MR. KENDEIGH: Okay. So, we pay the

19 insurance for that facility, the Authority.
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20 MR. WUELLNER: Only related to the physica

21 plant, yes.

22 MR. KENDEIGH: Correct. Correct.

23 MR. WUELLNER: But we-- wedo all our

24 facilities.

25 MR. KENDEIGH: What kind of -- what kind of
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numbers would that be asfar as-- | mean --

MR. WUELLNER: It's-- | don't know | can get
you an easy answer, and the reason is that our --

al our physical property islumped together in a

single property insurance policy, and it -- it

could be amost nothing, because it's not a huge

value. | mean, ahalf amillion dollarsin new
relative to $30 or $40 million of insured assets.

So, it's -- it's not going to jump it much. And
whatever that number is, that's what we charge
them, plus 20 percent.

MR. KENDEIGH: Thank you.

MS. SUTHERLAND: Alice Sutherland, 15 Davis
Street. | just wanted to mention the fact that
with the -- the terminal paying for itself with
the PFC funds and, you know, the matching DOT
funds, coupled with, you know, this facility
paying for itself in six month is just nothing

short of spectacular. That'sjust brilliant
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20 financial management.

21 And as ataxpayer, | appreciateit. And |

22 can't wait until, you know, there's six months or
23 ayear has passed and then we start seeing that as
24 solid revenue. That's like profit coming in every

25 year from al of those things. So, I'mjust real
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1 impressed, and | just wanted to say well done.

2 Thanks.

3 Oh, one other thing. With the car rental

4 facility going across U.S. 1 and the revenues

5 coming in from the car rental fees and that sort

6 of thing, there's also additional opportunity for

7 revenue coming in from other transfer companies,
8 taxis, shuttle services, things like that, because

9 that's sort of the norm at other airports.

10 Having been atravel agent for over 20 years
11 of my other life, there's -- there'sjust all

12 sorts of fees that we're used to seeing and

13 advising the travelers about that, you know, as
14 potentially income revenue to the airport.

15 Thanks.

16 MR. WUELLNER: Redly good point. Andwe've
17 already got Doug on developing some of those
18 agreements for taxis and limo access to the

19 terminal.
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20 MS. SUTHERLAND: Good money.
21 MR. WUELLNER: Wédll, it will be. Y ou know,
22 it's not tremendous with one flight, but as you

23 add flightsiit, you know, obviously gets -- gets
24 exponentially bigger.

25 All right. With that, you end up generating
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a $6.42 per passenger, per enplanement -- and
careful | say that -- per enplanement revenue.

So, when you bottom line that -- again, |
summarize the operations going across the top, or
| should say the number of flights per day and the
number of operations that generates. When you
plug in the revenue per passenger, plug in the
fuel flowage fee, with an average of a 1200 gallon
uplift at 8 centsa gallon, per flight's about
$35,000; per flight per year isthe fuel flowage
feealone. That $6.42 generates on one flight
about $270,000 in revenue, bringing the total

revenue expectation from one flight aday to
$304,988.

When you subtract out the operating expenses,
which we -- was one of the first slides we looked
at, that just kind of plug back in here, your net
return is about $140,000, $141,000 on one flight,

keeping in mind we're not going to be at one
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20 flight. We'll be at least at four flights,

21 meaning the net return to the Airport Authority,
22 that's -- that's taking out the additional staff

23 costs, that's taking out all of the expenses we

24 can identify, which are also detailed in what you

25 have, at four flights a day is $737,000 of new
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revenue that can go directly to offset your --
your desire to be off the ad valorem tax rolls.

That extends out to six flights aday, you're
looking at over probably $1.1 million range of new
revenue that came on the heels of having airline
service. That's after you pay the expenses
related to having it. Plus, opened up new grant
funds.

MR. BURNETT: Whichisn't on -- that's not --
that -- that comment about grant fundsis not
taking into account figures --

MR. WUELLNER: Yeah, | didn't. | honestly
just forgot to show it here. Anditisafunction
of enplanements. And that program's say fixing to
change here because they're -- they're actively
reworking the whole airport -- not airport so
much, but the FAA act that -- that covers
everything from the airline tickets to fuel taxes

to all the add-ons and the programes.
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20 MR. GORMAN: Again, these revenue figures are

21 based on 80 percent --

22 MR. WUELLNER: Correct.

23 MR. GORMAN: -- of the actual capacity of the
24 aircraft.

25 MR. WUELLNER: Of capacity of aircraft, which
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is the outbound --
CHAIRMAN BARRERA: The smallest of the two.
MR. WUELLNER: -- numberswe've actually been
realizing. We have been -- we have been doing 80
percent --

MR. GORMAN: | might add --

MR. WUELLNER: -- since we opened the doors.

MR. GORMAN: --italsois projected on the
survival of the -- of the firm.

MR. WUELLNER: Thelr -- their revenue
estimates are even lower. What | mean is their --
their percentage of breakeven isin the sixties.
<0 --

CHAIRMAN BARRERA: Most --

MR. WUELLNER: -- it's showing solid -- solid
performance on both sides. Y ou know, and the best
we can do long term is obviously monitor load
factors and all of those things moving forward. |

mean, you may find some market segments don't
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20 generate 80 percent. We don't know that yet.

21 MR. GORMAN: That'smy point. That's -- that
22 would be the point, is that some flights on these

23 new startups do not generate high passenger. It's
24 been my own experience with Pan Am, for instance.

25 MR. WUELLNER: Yeah. And the other thing
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we've got to continually monitor is the revenue
per passenger in the -- in the categories you have
here. Y ou know, your parking revenues are based
at $5 aday. | mean, that'sa-- athird or so of
what you're paying at Jacksonville.

I'm not saying they should be $15. What I'm
saying is you have the ability to increase parking
rates. Thiswas entry-level revenue that I'm
projecting across the number of flights. So, you

can decide after the first of the year parking is
$8 aday.

MR. GORMAN: Of course --

MR. WUELLNER: Pick a number.

MR. GORMAN: Of coursg, it's like Sanford; it
makes the satellite airport more desirable to have
the lower fees, and at least certainly initialy.

MR. WUELLNER: Wéll, we -- we've satisfied
that part of it by creating the type of agreement

we did with the airline. So, you should be
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20 continually attractive to not only Skybus, but to
21 other entrants, if they should decide thisisa

22 place they want to serve.

23 See, the -- the long -- as | mentioned really
24 early in this, that, you know, the reason that

25 other airports have the kind of agreements -- for
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instance, you've all heard where incentives are
offered to airlines. Wedidn't do that. We
didn't have to do that in this -- in this -- for
this reason alone: We weren't stuck with old
airline residual agreements that require usto
offer essentially those same terms to everybody
that comesin. So, with having no original
service, the date's open to take a different
approach to the revenue side of this.
What they turn around and do at many of those
airportsis offer an incentive that offsets the
rent they charge.
CHAIRMAN BARRERA: Liketax the hull.
MR. WUELLNER: Or reducesit dramatically.
And that incentive runs for a period of years. It
varies by airport and by airline and what they're
willing to do. But it can be -- I've seen them
out aslong asfiveyears. So, they'll basically

offset the rent with an incentive. So, they're
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20 operating at no cost to them.

21 Their issueis, what's the bottom line to

22 them, whether you charge me and pay me back for it
23 or don't charge me on the front end? And certain

24 market -- and, you know, certain airports

25 desire -- you know, their communities, larger
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communities in many cases are looking for
additional airline service, particularly to
certain markets. And they pay incentives based on
an airline willing to come in and provide that
service, that city pair.
CHAIRMAN BARRERA: And, Ed, correct meif I'm
wrong, but didn't Skybus receive economic
incentives from some of the cities that they
serve?

MR. WUELLNER: Had huge ones from Columbus.

CHAIRMAN BARRERA: And aso --

MR. WUELLNER: They got them from Greensboro.

CHAIRMAN BARRERA: Right. Right.

MR. WUELLNER: We have the same kind of
arrangement that does the Hartford one. | believe
Portsmouth is very similar to our arrangement.

Charlotte County is basically the same arrangement
we have.

The smaller airports are following a pattern
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20 much closer to ours because they didn't have

21 service, so they weren't limited in how they could
22 construct it. So, whether they're going into

23 Oakland or Burbank or, you know -- well, Seattle
24 actually was a separate airport, too. But when

25 they're going into the main airports because it's
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the only thing available, they're getting stuck
with -- with airline agreements that essentially
mirror what's already there and then get
incentives on the other side.
CHAIRMAN BARRERA: Right.
MR. BRUNSON: Ed, what was the number you
said of flightsthat this present terminal might
service before we --
MR. WUELLNER: We believe eight or nineis
probably max.
MR. BRUNSON: So, how about somebody like
Vintage Prop that might be talking to us?
MR. WUELLNER: No.
MR. BRUNSON: Would -- could we handle them
without additional space?
MR. WUELLNER: Yeah. Yeah. That'sthe other
kind of good thing in the way we developed, is
that the terminal is common use. Whileiit

currently only has one user, if Vintage Props
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20 comes there, as long as we can make their flight
21 schedule work with --

22 MR. BRUNSON: Okay.

23 MR. WUELLNER: We've got to work it out
24 between them. But they wouldn't -- to me, that

25 doesn't even count as one of the nine. Because
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1 you're not -- you're talking 20 passenger-type

2 airplanes. You're not talking dumping 150 people
3 in the building. That's where the -- you know,

4 kind of where the difficult partis. The Skybus

5 flights are up to, you know, 150 people being in

6 the terminal at onetime --

7 MR. BRUNSON: And the --

8 MR. WUELLNER: -- keeping up essentially
9 everything.

10 MR. BRUNSON: And the other comment | --

11 you've answered my first question here about this

12 Issimilar agreements that Portsmouth and -- but

13 the bottom line is that this airline could have --

14 would have not, could have not come here unless we
15 entered into this kind of agreement.

16 MR. WUELLNER: | think you could easily make
17 that argument. | can tell you, they -- when they

18 saw the price structure at Jacksonville -- this

19 has been shared with me. But when they saw their
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20 price structure at Jacksonville, Jacksonville was
21 out of the game.

22 The only other real contenders were

23 Gainesville, which had geographic issues in that
24 they didn't feel like they had enough population

25 willing to drive basically a difficult road setup
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right now to get to Gainesville to take those
flights. So, there's not enough core popul ation.

And the other was Daytona. And Daytona has,
you know, a series of residual agreements with
other carriersthat kept their -- their costs per
enplanement higher, too.

CHAIRMAN BARRERA: And, Randy, | would just
add to that that | have been approached by people
who are at other airports, as a board member, and
they specifically ask me, "What kind of financial

incentives did you provide to get Skybustherein
St. Augustine?”
MR. WUELLNER: That's common.
MR. BRUNSON: | think that happened in South
Floridato us at a convention down there. But --
but | will haveto say that al my lifein
business, I've looked at the worst side of things,
and we have to be guarded, in my personal opinion,

that everything is based on the success --
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20 MR. WUELLNER: Sure.

21 MR. BRUNSON: -- of Skybus. So, | think we
22 should caution ourselves to be real particular of
23 capital expenditure and things that we do to make
24 sure that the revenue service, service the debt.

25 MR. GORMAN: Along those lines, that -- my --
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my point | was trying to make before about
additional staff, although we budget additional
staff doesn't mean we need to put on additional
staff.
| would certainly like additional staff if --
because of that idea, to be part time, and of
course it's transparent that the airlines' usage
of them is paying for them so that we are -- they
are not permanent employees of the Authority
should the enplanements go down to the point where
they're cutting flights down and such and such and
S0 and so.
MR. WUELLNER: Or the schedule'd change.
MR. GORMAN: Right, exactly.
MR. WUELLNER: The schedul€'d change
dramatically and that was all --
MR. GORMAN: So that we haven't -- we haven't
made promises to a number of different people for

full-time employment that we are then beholden to
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20 keep. That would be along Randy's thinking.

21 MR. BRUNSON: Just like the fire fighters.

22 MR. GORMAN: Exactly.

23 MR. BRUNSON: Enplanement cut, and then --
24 MR. GORMAN: Exactly.

25 MR. BRUNSON: -- we cut -- cut expenses.
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MR. GEORGE: Weéll, you're talking about costs
that are directly associated with the operation.

MR. BRUNSON: Uh-huh.

MR. GEORGE: But there's some other benefits,
too, if you look at our financia plan. We were
talking about Taxiway B extension that's in our
financial plan. But if we can get money from this
operation to do our 50 percent of it, now this has
just al'so helped out our capital improvement.

MR. BRUNSON: If the PFCs comein, yes.

CHAIRMAN BARRERA: Y eah, Randy, | would want

to also remind you, and I'm not sureif you
remember this or not -- and | know that Mike can
definitely speak to this point. But that
construction of that hangar or the remodification
of that hangar has two backup contracts should
something happen with the -- with air service.

MR. BRUNSON: Yes.

CHAIRMAN BARRERA: S0, that is covered either
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20 way --

21 MR. BRUNSON: Yeah.

22 CHAIRMAN BARRERA: -- for -- for revenue.
23 MR. BRUNSON: And that's one of the reasons

24 we went along with it.

25 CHAIRMAN BARRERA: Right, because it was very
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conservative.

MR. BRUNSON: Multipurpose.

CHAIRMAN BARRERA: Right.

MR. BRUNSON: The only thing we -- you know,
we've got security equipment and other things that
somebody hanging a plane doesn't need. But
that's -- we decided to do it the way we did it.

MR. WUELLNER: WEéll, and | would interject
the critical time line hereisreally about a year

from beginning of PFC collections, whenever that
ends up being marked in time here. After ayear,
you're broken even on everything you've invested
all the way down the line.

MR. GORMAN: At the 80 percent.

MR. WUELLNER: Yeah. You have -- you have
broken even on everything that's been invested by
anybody into the facility.

MR. BRUNSON: Okay. But say --

MR. WUELLNER: | mean, it's not by way of a
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20 guarantee, but I'm just saying that --

21 MR. BRUNSON: But in your opinion --
22 MR. WUELLNER: -- therecovery isthat quick.
23 MR. BRUNSON: Inyour opinion, has anything

24 we're doing with Skybus and the PFCs that we have

25 to spend on -- helped usin any way with our
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1 becoming self-sufficient?
2 MR. WUELLNER: Absolutely. This--
3 MR. BRUNSON: With the car rental, we can use
4 that revenue.
5 MR. WUELLNER: You can use these --
6 MR. BRUNSON: And we can use parking revenue.

7 We -- just we can't use the PFCsfor certain

8 things.

9 MR. WUELLNER: Right. PFCsare not evenin
10 thisup here. That bottom line there is new

11 revenue, you can expend any way you wish. You can
12 bank it, you can appropriate it, you can do

13 whatever you wish.

14 MR. GEORGE: Maybe even useit to replace tax
15 dollars.

16 MR. WUELLNER: Exactly.

17 MR. BRUNSON: Thank you.

18 MR. TUCKER: Ed?

19 MR. WUELLNER: Yes, sir.
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20 MR. TUCKER: | had aquick question. | don't
21 really understand the enplanement numbers on the
22 top column. | understand how you got the 42,000.
23 That's 144 times 80 percent times 365. That's
24 $42,048. And three of them is three times that

25 amount, but four of them is not four times that
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amount. So, what happened with the four flights?
Four, five, and seven are different numbers.

MR. WUELLNER: Y ou know what? | think we
changed the base aircraft to the 155-seat
aircraft.

MR. TUCKER: So, it'salarger aircraft after
those?

MR. WUELLNER: It'sthe same airplane. They
have several configurations. All of the new
airplanes they're getting, which start deliveries
in December, are al 155-seat aircraft.

MR. TUCKER: So, we just assume that because
it'sabigger aircraft, it's still going to go to
80 percent or --

MR. WUELLNER: Yes.

MR. TUCKER: Build it and they'll come.

MR. WUELLNER: So far, they are,

unfortunately.

CHAIRMAN BARRERA: Not unfortunately. It'sa

file:///AJ/WSHOP110807.txt (145 of 194)11/19/2007 10:27:58 AM



file:///A)/WSHOP110807.txt

20 positive thing.

21 MR. BRUNSON: | didn't hear.

22 CHAIRMAN BARRERA: | said not unfortunately.
23 It's apositive thing. It'sgood for the

24 taxpayers, it's good for the local economy, it's

25 good for the area, and it's what people have been
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asking for.

MS. SUTHERLAND: For tourism.

MR. GORMAN: | agree with you, Kelly. The
counterpoint to that is as long as we can minimize
any expenditures now that we do not absolutely
have to have, because -- so that we are not any
gambling at al, in other words, so the whole
thing, their enplanements go down, they cut
flights, poof, we're going to wash out, we cut

to -- cut to plan B.

CHAIRMAN BARRERA: | agree, we haveto be
very conservative.

MR. GORMAN: That'sthe point. | mean,
that's the counterpoint to what you just said. |
don't mean to be awet blanket, buit...

MR. WUELLNER: And | agree with you to this
point, though. Y ou've got to make whatever
baseline continuing investments you have to

accommodate the numbers you're -- the numbers
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20 involved with those flights. And as | mentioned
21 earlier, we're good through three flights.

22 Y ou know, we believe what we've got in place
23 in the context of parking and the like, there's no

24 additional expenditure required to accommodate up

25 through that number. But asyou start going
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1 through four flights, if those -- those loads are

2 indeed 80 percent of those aircraft, we're going

3 to quickly run out of paved parking places --

4 spaces there, so we may need to make additional --
5 we would approach you, obviously, but we would

6 have to make additional investments --

7 MR. GORMAN: So, you would say the only --
8 MR. WUELLNER: -- to continue the revenue.
9 MR. GORMAN: The only thing that would then

10 encumber us besides additional staff that we

11 talked about would be additional parking.

12 MR. WUELLNER: Exactly. That's-- that'sthe
13 critical path --

14 MR. GORMAN: Those are the two -- those are

15 the two costs. Oneis an operational, oneisa

16 capital.

17 MR. WUELLNER: Correct.

18 MR. GORMAN: All right.

19 MR. WUELLNER: Up ill thelevel of eight or
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20 nine flights. Y ou know, at that point, we've got

21 to rethink the wholething. Yes, sir.

22 MR. KENDEIGH: Bruce Kendeigh. Just so |

23 understand, you mentioned the Pease and Greensboro
24 airport had a similar contract than -- than we do?

25 MR. WUELLNER: No.
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MR. KENDEIGH: They don't. Okay.

MR. WUELLNER: No. They have -- they have
existing airline service and are limited to the
same structure of contract that those airlines
have also. So, when you go into any airport with
airline service, | can tell you 99.9 times out
of -- you're going to have to have an agreement
with the airline that's coming in that mirrors
what's aready in place with the other -- other

arlines. That -- that comes on the federal side.

You can't offer adifferent lease, so to
speak, for asimilar facility to anybody that
comesin. It'sgoing to be the same.

Now, what they do -- where maybe | lost you
was what they do is then offer an incentive
package that -- it effectively offsets the rental
that they're charging a new airline when they're
developing new service. But -- but they're going

in and executing, I'm quite sure, an agreement
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20 that matches what they're getting from every other
21 airline up there.

22 MR. KENDEIGH: So, we don't get any landing
23 feesor -- or lease fees for the -- for the --

24 MR. WUELLNER: No.

25 MR. KENDEIGH: -- hangar? No weight fees,
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any of that sort of thing.
MR. WUELLNER: No, sir, not at this point.
MR. KENDEIGH: But they -- they get --
MR. WUELLNER: They do that because that's
how their other agreements are structured. That's
the old traditional airline mode! --
CHAIRMAN BARRERA: And conversely --
MR. WUELLNER: Or airport model, | should
say.
CHAIRMAN BARRERA: And conversely, we are not
paying any economic incentives to bring them here,
as -- as opposed to Greensboro, whois.
MR. KENDEIGH: They're paying it --
CHAIRMAN BARRERA: Economic incentivesto get
the company to come. They did. If you go and
research it, you'll find it.
MR. KENDEIGH: All right. That'sfine.
MR. WUELLNER: The -- yeah, the net cost to

the airline is essentially the same as what we
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20 charge them, which is nothing.

21 MR. KENDEIGH: Right.

22 MR. WUELLNER: For thefirst five -- | don't
23 know what it is, three- or five-year agreement

24 they have with Greensboro. But it -- but it

25 offsets what they pay inrent. It -- they
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reimburse them, in a sense, for new market
development. They -- they posture it that way at
those airports.

MR. KENDEIGH: It just seems like they're
getting revenue from Pease and Greensboro that
we're not getting to the Airport Authority.

MR. WUELLNER: That they're getting -- well,
Pease had -- Pease had some airline service, so
they had the same kind of adeal. Thisisgreatly

enhanced over what they did have.

Now, Westover, as an example, the Hartford

location, that's more in line with how we're doing
it.

MR. BRUNSON: Also Portsmouth.

MR. WUELLNER: Wéll, Portsmouth is -- isthe

one I'mtalking about. That is Pease.

MR. BRUNSON: Y eah, okay.

MR. WUELLNER: That's the old Pease Air Force

Base.
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20 MR. KENDEIGH: Right. Right. Thank you.

21 MR. BRUNSON: Ed, may | ask aquestion? You
22 made a statement that the -- the figures here for

23 adjusted industry revenue for usis better on the

24 car rental because we're -- people are coming in.

25 MR. WUELLNER: Yes.
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MR. BRUNSON: And the gossip on the street is
that more people are going out than coming in. Is
this documented that we do have --

MR. WUELLNER: Actudly, it is pretty much
even in and out.

MR. BRUNSON: Okay.

MR. WUELLNER: Thislast month -- again
you're stealing my slide from Tuesday's meeting,
but there's one passenger difference in and out

last month, for awhole month. Y ou have 3385
passengers outbound, 3384 inbound.

MR. BRUNSON: And you had something on the
table here the other day that showed the economic
impacts and the per day that people spent that the
University of Florida --

MR. WUELLNER: That's coming up.

MR. BRUNSON: Right. That -- whichisreally
good information.

MR. WUELLNER: That's coming up, O...
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20 MR. BRUNSON: Oh, isit?

21 MR. WUELLNER: Do you have aquestion? |
22 thought | saw your hand up.

23 Okay. Anyway, plugging it in the financial

24 model, you can see while -- it's hard to tell off

25 of that and I'll get you clean copies of this.
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1 But the -- thefirst year, not the

2 highlighted year, the year next to it, which is

3 current -- the new current-year budget, most of

4 those items, we -- we just put in what was

5 adopted, all right, so it's -- it's not been

6 adjusted in any way. So, beginning the year 2

7 column, you'll notice that the revenue beginsto

8 come up significantly, especidly in the -- under

9 the classification of operating expense --

10 operating revenues, I'm sorry.

11 (Mr. Brunson leaves the room.)

12 MR. WUELLNER: The dramatic jump in the total
13 dollarsisaresult of grant, the capital program

14 with some grants programmed out there that may or
15 may not come to passin the -- the capital

16 program, about $11 million, which again, is always
17 80 percent of our budget.

18 But you can see by year 3, asit's shown

19 here, which isthe last year that you're currently
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20 planning to be on ad valorem taxes, you generate
21 essentially a profit, for lack of better terms, of

22 $1.3 million going into the next year. And you
23 can see from that point on, beginning year 4 up
24 there, the '10-'11 fiscal year, there'sno ad

25 valorem from that point on.
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Now, keep in mind some of the bottom-line
number there is money that's being tracked on your
PFC revenue, some residual PFC. So, you will --
you'll expend some of that as the projects come
up. So, that's not what | would call true profit
at the bottom. It's an accumulated fund, sort of
asinking fund for future capital projects.

So, everyone done that with that one? Okay.
All right.

Economic impact explained. There are two
components to the economic impact. The first one
IS construction costs, which isa single-year
economic impact. So, it doesn't have any residual
benefitsin that sense. And we explained that
thisway: Construction costs, terminal cost,
approximately $2 million. There's an economic
multiplier that appliesto that that equals
$3,040,000, based on $2 million, whichisa 1.52

multiplier. When you add the two together, you
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20 have an economic impact one time strictly related
21 to construction of $5,040,000. And that's using

22 the AOPA Guide to Obtaining Community Support
23 Local Airports publication which uses standard

24 economic forecasting tools to develop the economic

25 impact.
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There's also other modeling sources out
there. Thisisthe one that our consultant had
chosen to use to develop this one, but there are
other models out there, including those devel oped
by the University of Florida.

CHAIRMAN BARRERA: Ed, can you explain to
everybody what an economic multiplier is? Because
| think that sometimes people get lost in what
that is and what that means.

MR. WUELLNER: It's-- it's determine -- the
multiplier is determined on the type of business.
And they use alarger multiplier to smulate the
number of times that dollar passes through your
community. And that can be -- you can call it
local, you can call it whatever. It'sjust
whatever that dollar touches when it comesinto
your community.

(Mr. Brunson enters the room.)

MR. WUELLNER: And unfortunately, really,
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20 construction costs, it doesn't go too awful far in

21 your community. It's passed approximately one and
22 a half times within your community beforeit in

23 theory exits your community.

24 Some businesses, the highest rate -- the

25 highest types of multipliers are applied to
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industrial uses. A good exampleiswhen you do
something like Northrop Grumman, because the --
the revenue sources for Northrop Grumman are not
dependent on how much St. Augustine or St. Johns
County residents buy of Grumman's product. It's
dependent on how much somebody el se buys of
Grumman's product. We don't -- we don't sell
E-2Cslocally. And that's the easiest way to
explainit.

o, as aresult, when that money comesin to
pay for an E-2C, it passes through your community
any number of times. And | think currently it's
in the six times number that that dollar --
because what they're paying their employees,
paying their suppliers locally comes through your
community six times, is my recollection, six
something. And that was using the old RIMS |
model at the University of Florida. And they

ascribe that multiplier by type of business.
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20 Service businesses, restaurants, things like that
21 typically have very low multipliers, because all
22 they're doing is continuing to pass the same

23 dollar. It'snot new money in your community.
24 Manufacturing, industrial usesis new money

25 in your community, and the theory isthat it
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So, it's about $5 million economic impact
to -- to Florida by building the terminal. You'll
find that with all -- pretty much all capital
projects, you're going to have that kind of
multiplier. And | don't think it's even atypical
to airports. | think it's more just construction
in general, at least commercial construction.

Second component isthe air carrier activity.

Thisisarguably alittle -- little more squirrely
than the other, because that's easy to come up
with. But using the 144-seat airplane at 80
percent load factors, that bringsin adaily
number of 115 passengers. That'sjust -- that
part's simple math.

The typical Florida visitor spending, now
thisis $276 aday. Thiscameout -- and I'll

cite the source here at the bottom. But this came

out of our TDC herelocally. That alsoisa
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20 3.5-day stay in Florida.

21 Again, do the math, three and a half days

22 times 150 -- | don't think | changed the numbers.
23 But anyway, it's $111,090 aday. | didn't carry

24 the right number into the equation. My apologies.

25 So, the impact, in theory, is $111,000 times

AIRPORT AUTHORITY WORKSHOP - NOVEMBER 8, 2007

file:///AJ/WSHOP110807.txt (168 of 194)11/19/2007 10:27:58 AM



file:///A)/WSHOP110807.txt

85

1 365 days a year generates $40 million in impact,
2 not in revenue. That'stwo -- they are two

3 different things.

4 If Skybus generated $40 million in revenue to
5 the airport, there would be no reason we were on
6 tax rolls. And we'd be able to, you know, pave

7 the runwaysin gold. Not that that would be a

8 need.
9 MR. GEORGE: Ed, where'd the $156 come from?
10 MR. WUELLNER: $156, | believe, iswhat -- |

11 picked the $276. | have the wrong number. |
12 think it's supposed to be $156.

13 MR. GEORGE: Okay.

14 MR. WUELLNER: | didn't get it corrected.
15 Those two numbers should be the same.

16 MR. GEORGE: But we're taking three and a
17 half days as a multiplier, and then doing 365 --
18 oh, | see what you're saying. Every passenger --

19 MR. WUELLNER: Per plane.
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20 MR. GEORGE: Every passenger that comesin.
21 Okay.
22 MS. SUTHERLAND: Everyday, they're bringing

23 that number of people here.
24 MR. WUELLNER: In theory.

25 MS. SUTHERLAND: Staying 3.5 days.
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MR. WUELLNER: Where -- where | say it gets
squirrely isreally this number, because | believe
that the TDC has probably has spent alot of money
determining what they actually spend in your
community and how long their average stay is. I'm
guite comfortable the base data's fine.

What you could argue -- and, you know, you're
free to argue because | don't disagree with you --
isthat when you -- not everybody arriving on

every flight isindeed avisitor to the State of
Florida, or to St. Augustine for that matter.
They are maybe -- you know, you could pick a
number here. Isit 50 percent of the airplane,
are, you know, tourists arriving in -- through
here? | don't know that number. So, it'sas high
as $40 million if everybody was atourist. But
the odds of it being all tourist is pretty --

pretty unlikely.

CHAIRMAN BARRERA: So, it's up to.
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20 MR. WUELLNER: Up to that number.

21 CHAIRMAN BARRERA: And that's -- that's based
22 on 80 percent load factor.

23 MR. WUELLNER: Correct. It's--it's

24 adjusted relative to what the load factors we've

25 got, but it's not adjusted to what percentage on
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the planeis actually atourist.

MR. GORMAN: Wéll, it's certainly true, even
if -- evenif you halved it to 20 million --

MR. WUELLNER: It'sstill huge.

MR. GORMAN: --it'sstill apositive
economic impact.

MR. WUELLNER: It'sstill huge.

MR. GORMAN: So, infact, if thisthing
works, it'sgood. | mean, you --

MR. WUELLNER: Exactly. And that's per
flight.

MR. GORMAN: -- don't haveto even
extrapolateit to 80 percent and evengo to a
hundred --

MR. WUELLNER: And even using your -- your
$20 million number, which I'm not necessarily
disagreeing with you on at al, times four
flights, you're now at an $80 million economic

impact for four flights. Big number.
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20 MS. SUTHERLAND: 1 just wanted --

21 MR. GEORGE: Should that math line also be
22 multiplied down to 115?

23 MR. WUELLNER: You did it at the one above
24 it. Themathis115. No --

25 MR. GEORGE: A hundred and fifteen passengers
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are coming in per day, so that's 115 passengers
times 3.5.

MR. WUELLNER: | may not have --

MR. GEORGE: I'm just wondering how that
math, 3.5 and 156 getsto $111,000.

MR. WUELLNER: You're exactly right. |
missed a-- when | brought it off the sheet, |
missed the -- you're right.

MR. GEORGE: Okay.

MR. WUELLNER: The -- thetotal's correct.

MR. BRUNSON: Arithmetic isright at the end.

MR. GEORGE: Huh?

MR. BRUNSON: The arithmetic carried out is
right.

MR. WUELLNER: Right, thetota -- the
total's the same.

MR. GEORGE: Okay.

MR. WUELLNER: But we do missthe 115. It's

times 115 also.
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20 MS. SUTHERLAND: Ed, can | make acomment?
21 MR. WUELLNER: Sure.
22 MS. SUTHERLAND: | just wanted to speak to

23 the average stay of the visitors, because the TDC
24 figures that we're using -- there's no way that

25 they've been able to collect the figures with the
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1 new -- | mean, we haven't had commercial service
2 here before when they were collecting figures.

3 So, we're talking about average stay in Florida,

4 3.5 days based on maybe somebody flying to Disney
5 or people driving in from Georgia, Alabama, that

6 kind of thing.

7 | think we're going to find, as we move

8 forward, that those figures are going to change.

9 Thisairport and the airport board is collectively

10 going to do what the TDC has been trying to do for
11 over 20 years, and that's bring the long stay of

12 visitor to St. Augustine and to Florida.

13 So, you're going to see that change when we

14 start collecting numbers after the commercia

15 service has been active here for awhilein

16 St. Augustine. And we're going to seefive- to

17 seven-day average stays, if not longer. So, that

18 impact is, you know, a minimum, in my opinion,

19 just with what | do with tourists daily now, I'm
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20 expecting that to grow considerably. So, it's
21 still areal good thing.

22 MR. GEORGE: But one of the piece that
23 puzzles me alittle bit is we're talking about 115
24 passengers aday. What percentage of those

25 passengers already live here and, therefore,
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they're not considered a visitor to Florida that's
going to spend $276 or $156?

MR. WUELLNER: Yeah. That's agreat question
because we don't know that. That's what I'm
saying --

MR. GEORGE: If you consider that half of
them, then it's $20 million.

MR. WUELLNER: Exactly.

MR. GEORGE: Okay.

MR. WUELLNER: Exactly right. And one of the
things the State of Florida's been actively
working, especially last two years, because they
saw their average stay in the state coming down,
isthat people were either choosing other
destinations or not spending as much timein the
state when they did visit. And it's come down to
that kind of anumber. It wasoriginaly over
five days, was the original -- | want to say it

was 5.3, some reason sticks in my mind, was the
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20 average stay in the state. And it's down to 3.5.

21 So, part of why they go out and aggressively

22 market nationwide isto bring -- try to bring the

23 average stay up. Y ou know, and places like Disney
24 and others, obvioudly, are key playersin the

25 total, bringing the total number of days up.
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MR. BRUNSON: Ed, I'd like to apologize to
the board and to you, but I'm going to have to
catch up with the rest of the presentation you
give --
MR. WUELLNER: I'm pretty much done.
MR. BRUNSON: -- because I've got afunction.
I've got to change clothes and go.
(Mr. Brunson |eaves the meeting.)
MR. WUELLNER: I'm pretty much done here. In
fact, | was.
MR. GEORGE: Y our apology is not accepted.
CHAIRMAN BARRERA: Do we have any questions?
Mike?
MR. WUELLNER: No, you can't have the
revenue.
MR. GEORGE: Can we have -- can we have
copies of that economic impact chart?
MR. WUELLNER: Yes.

MR. GEORGE: Okay.
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20 MR. SLINGLUFF. Haveyou looked at the
21 breakeven analysis? Sixty-two percent isthe --
22 really, the go or no-go point for the flight, for
23 aload factor. If you ran the entire year at 62
24 percent and then throw in some worst-case

25 scenarios, | think we could -- we could see --
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MR. WUELLNER: Come up with the low end
expectation, sure could.

MR. SLINGLUFF: Y ou know, what's the critical
path and where the breakeven point is.

MR. WUELLNER: Feeling that you're probably
at risk at below 62 percent for having it at all.

MR. SLINGLUFF. Yeah. Yeah. | think -- |
think they start analyzing whether or not that
flightisviable. And | know from watching the

industry at 58 percent, that's when they start
claiming that it's weather or mechanical and, oh
my gosh, that -- that flight was cancel ed.

MR. GEORGE: Y eah.

MR. WUELLNER: Yeah. Something wrong with
the airplane suddenly when the load factors drop

off consistently.

MR. SLINGLUFF: Y eah.

MR. WUELLNER: We can easily do that. That's

asimple -- simple exercise here, isto take it
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20 down to -- to 62 percent and see what, you know,
21 you can --

22 MR. SLINGLUFF: 1 think that would give
23 everyone --

24 MR. WUELLNER: See what the worst --

25 MR. SLINGLUFF: -- more of acomfort factor
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1 than betting on the larger side.
2 MR. WUELLNER: Wéll, that --
3 CHAIRMAN BARRERA: Any other questions or
4 comments? Doug?
5 MR. BURNETT: | have one -- one quick one

6 before we break, is | was in a hearing and could

7 not get out, and the building | was in, the phone

8 wouldn't work, so | couldn't get word that | was

9 going to be running late. | apologize for that.

10 The other practical comment that | will

11 comment as a citizen for aminute, whichis|

12 bought four ticketsin February round trip to

13 Greensboro, and it was right at 200 bucks for four
14 round trip tickets, which is pretty neat. And

15 what | found out about the Greensboro area

16 researching online is High Point is 12 miles away,
17 which is the furniture capital of the world.

18 MR. GEORGE: That's going to cost you more

19 than 200 bucks.
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20 MR. BURNETT: Yes. So, that'swhy I'm making
21 the trip.
22 CHAIRMAN BARRERA: Worthwhiletrip, | can

23 assure you, speaking from my own previous
24 experience.

25 MR. WUELLNER: Wéll, | -- I just kind of hope
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you get some understanding of the order of
magnitude, anyway. | mean, it's not an exact
science anywherein this. But -- anditis
dependent on how many people actually show up to
some degree.
MR. GORMAN: | think Mr. Slingluff's point

is-- iswell taken. In other words, if in fact

the airline can do their breakeven point, then
these projections will cometrue. That'sthe only
reason I'd like to stay very conservative asto
what we spend at this point forward. But -- and
just to cross our fingers and hope for the best.

CHAIRMAN BARRERA: | agree.

MR. WUELLNER: Shortly after we met last
time, you know, when you met as an Authority, and
you asked the question about recovery on the
rental car, you know, | knew, based on what | knew
at the time, what the recovery was likely to be,

and it was very strong. That'swhy | made the
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20 comment | did.

21 But since that time, they announced another

22 flight, and -- and when you backed it back in, you
23 know, suddenly down -- you're down to as little as
24 three or four months recovery of the Authority's

25 shareon this. So, | mean, that's -- that's
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pretty darn strong. | mean, we don't have

anything else we do that would recover that fast.
Now, obvioudly, it is dependent on service,

so | think that -- but even after the cost is

recovered, if the structure of the agreements

don't change, there's still something out of it.

It -- it's not going to be the, quote, unquote,

gold mine that, you know, it lookslikeit is

today, but...

And the other thing that -- alittle bit
pessimistic in that we're only talking about it as
it relates to enplanements, especially rental car
revenues. Thereality isthere's a percentage
and -- and maybe Michael has a better handle and
that | have no idea, but | suspect it's at |east
20 percent of the rentals that are being done
today are nonairport, nonaviation-related rentals,
you know, coming for other reasons from other

places to rent avehicle for whatever reason,
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20 everything from their car'sin the shop to

21 whatever. S0, there's a piece -- there's even an
22 additional | think revenue component available
23 here that you still get a cut from.

24 MR. SLINGLUFF: 1 think it's morein the

25 magnitude of 35 percent.
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1 MR. GORMAN: You're saying that, for
2 instance, you have -- of course, you're going to

3 be less competitive in the market for those people
4 renting off an airport, | can tell you from my

5 own -- from my own --

6 MR. WUELLNER: True.
7 MR. GORMAN: -- experience.
8 MR. WUELLNER: It's probably true. So, the

9 percentage probably will drop. But that's not

10 evenin here. | mean, we didn't even try to dedl

11 with that. We just dealt with it as afunction of

12 enplanements.

13 MR. GORMAN: That'sfine. Asenplanements.
14 MR. WUELLNER: Yeah. So, if there's other

15 stuff that generates out of the -- out of the GA

16 facility or other GA uses, that's still in the

17 gueue al so.

18 CHAIRMAN BARRERA: Do we have any other

19 questions or comments?
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20 Okay. I'm going to go ahead and adjourn this
21 meeting.

22 (Meeting adjourned at 5:14 p.m.)

23

24

25
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