San Francisco International Airport
Competition Plan Update
December 10, 2003

| Introduction |

Pursuant to Section 155 of the Wendell H. Ford Aviation Investment and Reform Act for the
21% Century, Public Law 106-181, the San Francisco Airport Commission (“SFO” or the
“Airport”) presented a Competition Plan to the United States Department of Transportation
(“DOT") and the Federa Aviation Administration (“FAA”) on August 8, 2000.

The table below summarizes the timing of the competition plan, plan updae, and FAA
responses:

SFO Submittal Date FAA Acceptance Date
Competition Plan August 8, 2000 October 13, 2000
Competition Plan Update September 5, 2001 June 11, 2002
(Note 1)

Notel: SFO submitted the 2001 Competition Plan Update to the FAA and met the “Periodic Updates to the
Plan” requirement in the FAA Program Guidance Letter 00-3, which was issued by the FAA on
May 8, 2000.

Pursuant to the FAA Program Guidance L etter 03-01, dated November 19, 2002, SFO’s next
Competition Plan Update is due December 11, 2003. Those items not specifically updated
are still current with the September 2001 submittal.

| General Update |

The Airport opened its approximately 2.5 million square foot new International Terminal
Complex (“ITC”) for full operations on December 10, 2000. The ITC, which is a state-of-
the-art facility, is both the largest international termina and the largest common use terminal
in the United States. Since its successful opening, all of the ITC's systems have been
functioning well, including the Airport-owned telecommunications and common use baggage
systems. By December 2002, the ITC was retrofitted to provide 100% in-line Explosive
Detection System (“EDS’) baggage screening availableto all carriers.

SFOTEC, LLC, formed by all ITC airlines, operates and maintains Airport-owned common
use equipment and systems related to handling flights and passengers. This equipment,
which includes a computerized check-in system with baggage and boarding pass printers,



flight information systems, baggage handling systems, passenger loading bridges, systems
for delivering preconditioned air to aircraft and ground power for aircraft, was acquired by
the Airport with approximately $100 million of Airport bond proceeds. All such activities
and gate scheduling practices are under the oversight of the Airport and require review and
approval. The Airport maintains all telecommunications and multiple-use flight information

displays.

In November 2000, the Airport and SFOTEC entered into a five-year services contract
pursuant to which SFOTEC is obligated to maintain, operate, repair and schedule the
common use of such equipment; pay the associated utility and custodial costs; and provide
non-discriminatory access to such equipment for all ITC carriers, whether or not they are
members of SFOTEC.

Prior to November 2001, the airlines paid an annual fee to the Airport of approximately

$7 million to cover the debt service payments associated with equipment acquisition. In
November 2001, the Commission submitted Passenger Facility Charge (“PFC”) Application
Number 2 to the FAA to pay these costs and the Airport ceased collecting the annual fee
from the airlines in anticipation of the approval of the PFC Application Number 2, which was
approved by the FAA on March 21, 2002.

The costs of operating and maintaining the equipment are shared by al airline users of the
equipment. The user fees of airlines that are members of SFOTEC are determined by the
SFOTEC Members Agreement, while the user fees of nornt member airlines are negotiated
between SFOTEC and the non-member airlines. Charter airlines are currently the only non
member airlines that use the equipment.



| Section #1 — Availability of Gates and Related Facilities |

The Airport currently has 85 operational gates, 44 of which can handle wide-body aircraft.
Of the 85 gates, 21 areinthe ITC. The Airport will prepare a plan to activate the three
remaining I TC gates after completing a Terminal Development Alternatives Analysis.

The following chart summarizes current gate availability and lease arrangements at SFO:

SFO Gates- Lease Arrangement Summary

Exclusive Gates No. of % of
Gates Total

Alaska Airlines 3

American Airlines 8

Continental Airlines 5

DdtaAirlines 8

Northwest Airlines 3

ATA 2

America West 2

United Airlines 23

US Airways 3

Total Exclusive Gates 57 67%

Vacant 4 5%

Common/Preferential Use 24 28%

Changesto Gate Assignment Since L ast Update

In 2001, the Airport implemented a major change to leases that permitted the operation of 21
ITC gates in a common use manner shared currently by 21 airlines. The gates are assigned in
accordance with International Air Transportation Association scheduling guidelines. Daily
gate assignments are handled by SFOTEC, under the oversight of the Airport Commission.

In constructing the ITC gates, the Airport invested approximately $4.2 million to provide the
capability for the gates to handle domestic as well as international customers and to provide
the necessary baggage claim facilities to support domestic operations. Domestic operators
have utilized ITC gates in the commonuse environment since December 2000.

The Airport has greatly enhanced its ability to monitor ITC gate use by using computer-
generated reports from the Airport Operations Data Base. The technology provides real time
capability to monitor ITC gate utilization rates, aircraft turn times, and related information.
The Airport closely monitors gate-scheduling practices by SFOTEC and ensures maximum
gate utilization rates within the ITC.



Such technology does not exist in the Domestic Terminals. Given the current financial status
of the Airport and gate vacancies, there are no plans to implement such systems for the
Domestic Terminals in the near future. Airport staff continues to perform a periodic analysis
of gate utilization.

In December 2001, American Airlines completed its consolidation of TWA operations at
SFO into their existing exclusive leasehold gates in Boarding Area“E”. As part of its
Chapter 7 filing in Federal Bankruptcy Court, TWA regjected its long-term exclusive lease for
7 gatesin Boarding Area“B”. Five of the seven gates have been permitted for use on a
month-to-month basisto America West Airlines (2 gates) and ATA Airlines (3 gates). One
of the gates is used on a preferential basis as needed. One of the gates (Gate B29) is vacant.

In 2003, as part of its reorganization under Chapter 11 filing in the Federal Bankruptcy
Court, US Airways requested that their long-term lease for five gates be modified, reducing
their exclusive lease rights to three gates. The Airport accepted this request in an effort to
maintain the US Airways service at San Francisco. The City and County of San Francisco
has processed the modification and US Airways has assumed the lease in the bankruptcy
process. US Airways utilizes a fourth gate, (Gate A-14) when necessary for its operations.

For the first time in decades, SFO has vacant gates. In addition to underutilized gates in the
ITC, there are four gates (Gates A15, 16, 17, and B29) that are currently not utilized. Needs
for exclusive use of gates by domestic carriers are met on a monthto- month permit basis.
This alows the Airport to exercise control over use of the gate facilities. These domestic
gates are readily available to new air carriers wishing to inaugurate service or existing
carriers wishing to expand service. Aswe evaluate future airline needs, we continue to
explore using the ITC for domestic flight operations and have made this opportunity
available to a number of air carriers.

In FY 2001/02, there were 357,379 passenger aircraft departures accommodated from 85
available gates representing an average gate utilization of 11.5 turns per day. In

FY 2002/03, there were 342,676 passenger aircraft departures accommodated from 85
available gates representing an average gate utilization of 11.04 turns per day. Despite the
year-over-year decline in aircraft operations, current gate utilization is considered relatively
high for an Origin-Destination airport, particularly for one with alarge number of
international flights.

New Entrants

SFO implemented a program to increase service to new destinations. On August 19, 2003,
the Airport Commission authorized the implementation of an Aviation Market Stimulus
Program (the “Program”), which provides a 50% discount on the published landing fee rate
for atwelve- month promotional period, as an incentive for carriers to introduce “new”
sarvice at SFO. The Program also offers the same incentive to existing carriers adding
incremental flightsin response to “new” service. Please see Attachment A for the Program
Summary.



AirTran Airways ("AirTran") started a daily nonstop flight between SFO and Atlantaon
November 12, 2003. AirTran will add a second departure (five times per week) in March
2004. AirTran’'sentry into a Bay Arealow-fare market dominated by Oakland International
Airport marks the first airline to start service at SFO in over two years. AirTranis eligible
for a 50% reduction in landing fees for a 12-month promotional period through the Program.
AirTran, adomestic carrier, is using an available gate in the International Terminal.

Effective October 26, 2002, ATA Airlines began low-cost, non-stop service to Newark
Liberty International Airport (“EWR”) with two daily flights. The Program has also aided in
securing commitments by America West Airlines to add new norntstop, low-cost service to
New Y ork John F. Kennedy International Airport (“JFK”) and Boston with two daily flights
to each destination commencing on December 19, 2003 and March 1, 2004 respectively.

The Program also includes a commitment by the Airport to assist carriers with the
implementation of local marketing strategies during the initial promotional period.



| Section #2 - L easing and Subleasing Arrangements |

| ndependent Contractors’Ground Handlers

There are atotal of 38 independent contractors providing services to the airlines operating at
SFO. Thisisan increase of six contractors from the last update despite the consolidation
occurring in this industry.

In January 2003, Airport staff met with ITC carriers and determined there was sufficient
choice available to meet carrier needs given reduced flight activity. In addition to the three
ground handlers providing aircraft loading and unloading services, there are 35 additional
independent contractors certified under the Airport Quality Standards Program (*QSP’) to
provide services to the airline community.

The services covered by QSP include aircraft loading and unloading, aircraft fueling, ground
service equipment fueling, cargo handling, ramp sweeping, pre-board security screening,
skycap services, passenger check-in, passenger boarding, aircraft maintenance and repair,
and cabin cleaning. Attachment B lists the independent contractors providing services at
SFO and the QSP approved category of service they are permitted to offer.

Complaint Resolution

The Airport strives for resolution of complaints at the lowest possible level and staff works
closely with airlines and other tenants to resolve any disputes that may occur. The Airport
supported the formation of several committees that provide a forum for dialogue and problem
solving. These committees are well established and aviation tenants are made aware of them
and encouraged to participate.

Airport Airline Affairs Committee/Airline Liaison Office

The Airport meets quarterly with the general membership of the San Francisco Airport
Airline Affairs Committee (“SFAAAC”), which represents all airlines at SFO. The Airport
also participates in a monthly meeting/conference call with the SFAAAC’ s Executive
Finance Subcommittee. Within these forums, the Airlines and Airport review issues and
concerns, and address areas of potential disagreement.

In August 1994, San Francisco International Airport became one of the first airports to fund
the formation of an Airline Liaison Office (*ALO”). The ALO function was established to
assist the airlines and the Airport to implement the Near-Term Master Plan Program
(“NTMPP’). Through the years, the role of the ALO function has evolved to provide
assistance to the airlines and Airport for several operational, financial, environmental and
other airport matters. For these reasons, the Airport decided to continue funding the ALO
with $400,000 in fiscal year 2003/04. To the extent an issue cannot be resolved with the
assistance of the ALO/SFAAAC, items are documented and addressed formally in writing
between the parties.



International Terminal Operators/Station Managers Committee

The Airport has two other formal organizations that represent all airlines operating at SFO.
Thefirst of these is the International Terminal Operators Committee representing airlines that
operate in the ITC. The second group is the Station Manager Committee. This committeeis
comprised of the local manager for each Airline serving SFO.

The Airport has along established practice of meeting monthly with both groupsto review
items of security, safety and other general topics affecting airline operations. Meeting
minutes are chaired and kept by an airline representative. This provides a forum for
resolution of complaints typically involving airline operations, safety, airport rules and
security.

Airlines and any other tenant desiring to make a formal complaint regarding specific rule or
policy interpretations are directed to outline their complaint in writing to the Airport
Director. The Director assigns the complaint to the appropriate staff for investigation and
recommendations for handling. Asagenera rule, such complaints are responded to within
seven days. A final decision isissued to the airline or tenant in writing as soon as possible.

Forced Accommodation/Recapture of Space

Section 206 of the Lease and Use Agreement requires that a Signatory Airline, at the request
of the Airport, make its gate hold rooms and passenger loading bridges available to
accommodate new entrants and other scheduled airlines if the Signatory Airline or its sub
tenants are not using such space. SFO has never had to formally invoke Section 206.
Temporary gate needs of new entrant airlines have always been met even during peak gate
demand periods. Given the available gates in both the Domestic Terminals, this provision is
not expected to be invoked in the near future.

In the Lease and Operating Agreements and modifications to the Lease and Use Agreements
of eight Signatory Airlines, specific to space in the ITC, the Airport incorporated protocols
for ITC space reallocation and recapture in the event exclusive spaces are being under
utilized and are reasonably necessary to accommodate a new entrant or to accommodate the
needs of existing carriers when a significant shift in market share has occurred. Although
major capital projects are on hold, the Airport Commission’s vision retains the incorporation
of multiple-user technology with respect to future Domestic Terminal development.



| Section #3 — Patterns of Air Service |

Since the submittal of SFO’s previous Competition Plan Update in September 2001, the air
transportation industry has experienced its most severe downturn in history due largely to a
national and globa economic recession and the September 11, 2001 terrorist attacks. These
events resulted in an unprecedented decline in passenger volumes and precipitated a financial
crisisin the airline industry, causing the failure of certain smaller carriers and the declaration
of Chapter 11 Bankruptcy by United Airlines (SFO's largest carrier), US Airways, and
Hawaiian Airlines.

Passenger volumes and airline capacity are well below pre-September 2001 levels, and
airline yields remain depressed due to air travelers, particularly business travelers, becoming
increasingly price sensitive. Consequently, many air travelers are eschewing increasingly
limited loyalty perks offered by major airlines in favor of fewer amenities and cheaper fares
offered by low-fare carriers. This shift in the dynamics of the aviation indwstry is forcing
major airlines to rationalize their cost structures and increasing competition at many of the
nation’s airports, including SFO.

Air_Service Changes at SFO

The most notable change in domestic air service at SFO over the past two years was,
although there were minimal changes in the number of cities servicing nonstop flights from
the Airport, the intensity with which those destinations were served declined substantially.
The number of destination airports with nonstop service from SFO fell by only two, from 59
in September 2001 to 57 in September 2003.* However the number of daily flight departures
dropped 26%, from 515 to 379, resulting in a comparable drop in average flight frequency
(from 8.7 to 6.6 flights per day). (Table 3.1 presents a summary comparison of daily air
service at the Airport in September of 2001 and 2003.)

Other changes worth noting in the SFO air service pattern include the following:

Service to smaller communities has changed little over the past two years. Nearly one-
third (17 out of 57) of the nonstop destinations from SFO in 2003 were airports that are
designated by DOT as small hubs or non-hubs, compared to 18 of the 59 destinations in
2001. (Table 3.1)

The availability of low-fare carrier service at SFO declined damatically over the past
two years. The number of destinations served nonstop by designated low-fare carriers
dropped from 11 to 9, and the daily flight departures fell from 27 to 17. However this
was only partly due to a drop in service by the carriers designated as low-fare carriers by
DOT (such as the withdrawal of Southwest Airlines in 2001). Most of the loss of low-
fare service at SFO resulted from the demise of Shuttle by United Airlines (“United”).
While not a separate carrier, Shuttle by United Airlines effectively operated as a low-fare
carrier in 2001, linking SFO to 14 airports with 115 daily nonstop flights. Shuttle by
United service was discontinued at the end of October 2001. (Table 3.1)

! The first Wednesday in September was selected in order to provide a comparison against pre-September 11,
2001 service levels.



The degree of competition on SFO’s domestic routes showed little change over the past
two years. Destinations served by only one carrier declined from 32 to 31. However, the
number of daily flight departures on those monopoly routes dropped from 172 to 128.
Over the same period, the number of routes with competitive service declined from 27 to
26.% (Table3.1)

2 To fairly represent the degree of competition between carriers on the various routes, affiliated carriers were
grouped and treated as one for the purposes of Table 3.1 and Figure 3.1. See Table 3.2 for the carrier groupings.



Table3.1

COMPARISON OF DOMESTIC SCHEDULED PASSENGER AIR SERVICE

SAN FRANCISCO INTERNATIONAL AIRPORT
(Wednesday, September 5, 2001 vs. Wednesday, September 3, 2003)

SEPTEMBER 5, 2001 SEPTEMBER 3, 2003
No. of Daily Flt. | Avg. Deps. No. of Daily Flt. | Avg. Deps.
Airports | Departures] per Route | Airports | Departures| per Route
Airports served: . H
Nonstop 59: 515 8.7 57 379 6.6
One-stop only’ 7 11
Smaller Communities served: 2 : ‘
Nonstop 18! 84: 4.7 17 74 4.4
One-stop only* 0 ‘ 3
Airports served nonstop by: :
Low-fare Carriers’ 11 27 25 9 17 1.9
Shuttle by United" 14 115 8.2
Airports served nonstop by:® :
Only 1 carrier 32 172 54 31 128 4.1
2 carriers 11: 99 9.0 13 102 7.8
3 or more carriers 16: 244 15.3 13 149 11.5
Airports served nonstop within: : :
0-250 miles 11 76 6.9 10 55 5.5
251-500 miles 12 130 10.8 11 92 8.4
501-750 miles 5: 63i 12.6 6 56 9.3
751-1,000 miles 1: 22 22.0 1 15 15.0
1,001-1,500 miles 3 23 7.7 2 17 8.5
1,501-2,000 miles 8: 63 7.9 8 46 5.8
2,001+ miles 19; 138 7.3 19 98 5.2
Average Flight Stage L ength (miles) 1,167 1,147
Source: Official Airline Guide.
Notes ' Number of routes not served nonstop but with daily one-stop service.
% »Smaller communities” are defined here as airports not designated by DOT as large or medium hubs.
% Low-fare carriers as categorized by DOT in information provided.
* United offered low-fare service under the Shuttle by United brand. Shuttle by United service was
discontinued October 31, 2001.
® United (including Shuttle by United) and United Express are treated as one carrier.

The distribution of airports served nonstop, categorized by distance from SFO, remained
relatively unchanged from 2001 to 2003. The weighted average nonstop flight distance
declined dlightly from 1,167 milesto 1,147 miles. (Table 3.1)

Total departing seats on scheduled flights declined more €30%) than the number of
flights from 2001 to 2003. This is explained by the fact that the seating capacity of
passenger aircraft in use at SFO declined, from about 147 to 139 seats per flight. Only
America West, American Trans Air, Frontier, and Midwest Express increased their total
seat offering at the Airport over the two-year period. (Table 3.2)
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Shuttle by United accounted for about 19% of all scheduled departing seats at SFO, and
41% of all scheduled seats offered by United at SFO, in early September 2001.
(Table3.2)

Table3.2
SHARE OF SCHEDULED SEATSON DOMESTIC DEPARTING FLIGHTSBY CARRIER

SAN FRANCISCO INTERNATIONAL AIRPORT
(Wednesday, September 5, 2001 vs. Wednesday, September 3, 2003)

Airline Group DEPARTING SEATS CHANGE 2001-03 % OF TOTAL
Carrier 2001 2003 Seats % Chg. 2001 2003
United 38,296 26,463 (11,833) -30.9% 50.7% 50.3%
Unitec' 35,806 22,953 47.4 43.6
United Express/ Skywest 2,490 3,510 33 6.7
American 10,114 6,434 (3,680) -36.4 134 12.2
American 8,254 6,214 109 11.8
American Eagle - 220 - 04
TWA 1,860 - 25 -
Delta 5,655 3,820 (1,835) -32.4 75 7.3
Ddta 5,655 3,720 75 7.1
Skywest - 100 - 0.2
America West 2,958 3,232 274 9.3 39 6.1
Northwest 3,257 2,658 (599) -18.4 4.3 5.0
Alaska 2,606 2,699 93 3.6 35 51
Alaska 2,606 2,499 35 4.7
Horizon - 200 - 04
ATA 1,512 2,397 885 58.5 20 4.6
Continental 3,438 2,155 (1,283) -37.3 4.6 4.1
US Airways 3,420 1,258 (2,162) -63.2 45 2.4
National 2,100 - (2,100) -100.0 2.8 -
Frontier 943 966 23 24 12 18
Sun Country 680 - (680) -100.0 0.9 -
Midwest Express 112 336 224 200.0 0.1 0.6
Hawaiian 304 230 (74) -24.3 0.4 04
Vanguard 80 - (80) -100.0 0.1 -
Total — All Carriers 75,475 52,648 (22 827) -30.2 100.0% 100.0%
Source:  Official Airline Guide
Note: 'Shuttle by United offered 14,636 scheduled seats on September 5, 2001.

Despite a 31% drop in seats at SFO, United's share of seats at the Airport was virtually
unchanged in 2003, compared with 2001. United (including Shuttle by United and United
Express) provided 50.7% of the scheduled seats at SFO on September 5, 2001, whereas
United (including United Express) provided 50.3% of the scheduled seats on

September 3, 2003. Capacity cuts by other carriers at the Airport, taken together, were
about the same relative magnitude as those made by United. Consequently, there were
only modest changes in the share of total seats among the various carriers. (Figure 3.1)
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Figure3.1
SHARE OF SCHEDULED SEATS ON DOMESTIC DEPARTING FLIGHTS

SAN FRANCISCO INTERNATIONAL AIRPORT
(Wednesday, September 5, 2001 vs. Wednesday, September 3, 2003)

(o2}
o

002001

a1
o
]
|

2003

(S
i

w
o
\'

% Share of Seats

N
o
1
[

NIl NI NI G Bs B s NavN=m
* & N \e ) .
& & & & @‘“& & F C&& @@? e’&éb & S°

+

*In 2001, Shuttle by United represented 39% of seats offered by the United group.

Carrier Group

SFO vs. Other Bay Area Airports
Changes also occurred over the past two years in the relative air service levels at the
three Bay Area airports. Notable comparisons include the following:

Whereas SFO lost nonstop service to two destinations over the two-year period, Oakland
International Airport (“OAK”) gained nonstop service to one additional destination (28 in
2001, compared to 29 in 2003), and San Jose International Airport (*SJC”) lost nonstop
service to four markets by 2003 (from 33 to 29). (Table 3.3)

Daily flight departures declined at all three Bay Area airports over the two years, but the
steepest drop occurred at SFO (from 515 in 2001 to 379 in 2003). By contrast, daily flight
departures fell to a much lesser degree at SIC (from 260 to 221) and OAK experienced
only aminor decline (from 226 to 219). (Table 3.3)

Most air service from the Bay Areato smaller community airports departs from SFO. In
September 2003, 74 daily flights operated from SFO to 17 smaller communities,
compared to 13 daily flights to 3 smaller communities from OAK and 6 daily flightsto 2
smaller communities from SJC. (Table 3.3)

OAK and SIC experienced modest increases in low-fare carrier service from 2001 to
2003, while low-fare carrier service declined at SFO. The other two airports also had a
substantially more low-fare carrier service than SFO in 2003. In September 2003, 152



low-fare carrier flights operated daily from OAK and 95 from SJC, compared to only 17
from SFO. (Table 3.3)

Table3.3
COMPARISON OF DOMESTIC SCHEDULED PASSENGER AIR SERVICE
SAN FRANCISCO, OAKLAND AND SAN JOSE INTERNATIONAL AIRPORTS
(Wednesday, September 5, 2001 vs. Wednesday, September 3, 2003)

AIRPORTSSERVED DAILY ALIGHT DEPARTURES
SO OAK SIC SFO OAK SIC
% % %
2001 2003 2001 20032001 2003| | 2001 2003 Change| 2001 2003 Change| 2001 2003 Change
Airports served:
Nonstop 5 571 28 29 3B 29|| 515 3M -2649 226 219 -31%| 260 221 -15.09%
One-stoponly* 7 1| B 24 19 1¢
Smaler Communities served:?
Nongtop 18 17 3 3 2 2 84 74 -1199% 11 13 182% 8 6 -25.0%
One-stoponly* o 33 7 71 3 2
Airports served nonstop by:
Low-fare Carrier® n 9 18 2 14 18 27 17 -371.0% 146 152 41%| 87 95 9.2%
Shuttle by United” 24 9 18 21 14 1§|| 142 17 -80 153 152 -0.7 97 95 -21
Airports served nonstop by
Only 1carier 2 3 18 14 12 11| 172 128 -2569% AU 79 -160%| 45 49 8.9%
2 carriers 1 13 5 131 11 12 99 12 30 46 119 158.7 73 85 164
3 or morecarriers 16 13 5 2| 10 6|| 244 149 -389 86 21 -756 | 142 87 -387
Airports served nonstop within:
0-250miles 11 10 3 1 2 2 76 5 -2716 12 5 -5883% 11 10 -9.1%
251-500 miles 12 11 6 71 6 6/]] 130 R -292 110 103 -64 B\ 98 00
501-750 miles 5 6 6 6] 6 6 63 5 -11.1 61 56 -82 61 51 -164
751-1,000 miles 1 1 2 2l 1 1 22 15 -318 11 11 00 10 9 -100
1,001-1,500 miles 3 2 2 2l 3 3 23 17 -261 13 11 -154 20 16 -200
1,501-2,000 miles 8 8 3 5 4 5 63 46 -270 9 17 889 28 23 -179
2,001+ miles 19 19 6 6l 11 6| 138 98 -290 10 16 600 2 14 -563
Average Hight Stage Length (miles) 1,167 1147 -1.794 665 777 16.8%| 914 782 -14.4%
Source: Official Airline Guide.
Notes Number of routes not served nonstop but with daily one-stop service.
2 "Smdler communities’ were defined here as arports not designated by DOT as large or medium hubs.
: Low-fare carriers as catenorized by DOT in information provided.
* United offered low-fare service under the Shuttle by United brand. Shuitle by United service was discontinued October 31, 2001.
® United (induding Shuttle by United) and United Express are trested as one carier.

SFO compared favorably to the other Bay Area airports with respect to the number of
domestic routes in September 2003 in which competing-carrier service was offered. A
total of 28 destinations were served nonstop from SFO by more than one carrier,
compared to 15 from OAK and 18 from SIC. (Table 3.3)

13



A greater number of long-haul flights operated from SFO in 2003 than from the other
Bay Area airports. For example, 144 daily flights departed SFO bound for destinations
more than 1,500 miles distant, compared to 33 at OAK and 37 at SIC. The average stage
length of domestic flights operating from SFO declined less (down 1.7%) over the two-
year period than at SJIC (down 14.4%). However at OAK, the average flight distance
increased 16.8 % from 2001 to 2003 due to a significant addition of longer-haul flights.
(Table3.3)

Table3.4
SHARE OF SCHEDULED SEATSON DOMESTIC DEPARTING FLIGHTSBY AIRPORT

SAN FRANCISCO, OAKLAND, AND SAN JOSE INTERNATIONAL AIRPORTS
(Wednesday September 5, 2001 vs. Wednesday September 3, 2003)

DEPARTING SEATS SHARE OF TOTAL
Airport 2001 2003 2001 2003
San Francisco 75,475 52,648 51.2 453
Oakland 33,279 33,457 22.6 28.8
San Jose 38,592 30,214 26.2 26.0
Total 147,346 116,319 100.0 100.0
Source: Official Airline Guide

Reductions in scheduled departing seats at SFO accounted for most of the Bay Area’s
21% decline in scheduled seat capacity. SFO lost 30% of its scheduled departing seats
from 2001 to 2003, compared to a drop of 22% at SIC and virtually no change (up 0.5%)
at OAK. SFO’s share of scheduled seats on all Bay Area departing flights fell from about
51% in 2001 to about 45% in 2003. (Table 3.4 and Figure 3.2)

Figure3.2
SHARE OF BAY AREA SCHEDULED SEATS ON DOMESTIC DEPARTING FLIGHTS

SAN FRANCISCO, OAKLAND, AND SAN JOSE INTERNATIONAL AIRPORTS
(Wednesday September 5, 2001 vs. Wednesday September 3, 2003)
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| Section #4 — Gate Assignment Policy

No update to last Competition Plan submittal.
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| Section #5 — Gate Use Requir ements

No update to last Competition Plan submittal.
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| Section #6 — Financial Constraints |

Constraints

The Airport has taken severa actions over the past two years to reduce airline costs such as
reducing staffing levels, reducing professional service contracts, and refinancing long-term
debt. All of these measures provide for good financia management of the Airlines’ cost
structure. Current estimated cost per enplaned passenger is $16.74 for FY 2004/2005.

Rates and Charges

SFO rates and charges increased significantly with completion of the $3 hillion NTMPP.
New debt service and operating expenses associated with a 2.5 million square foot terminal
addition are spread evenly across all terminal spaces in accordance with the ratemaking
procedures described in the Lease & Use Agreement. As aresult of these increases, the
average airline payment per passenger increased from $7.83 in FY 2000/2001 to $20.01 in
FY 2002/2003. In FY 2003/2004, the charge is projected to be $17.27 and the Airport is
striving to achieve further reductions. In addition, there are common use equipment charges
for airlines using the new International Terminal.

Passenger Facility Charge

On March 21, 2002, the FAA approved the second PFC application (“PFC #2”). PFC#2
revenue is designated to pay for approximately $224 million in principal and interest on
bonds issued for certain eligible costs (common use systems, apron, and taxiway projects)
relating to the new ITC.

On November 7, 2003, the FAA approved the Airport’s third PFC application (“ PFC #3”).
PFC #3 revenues are designated to pay for approximately $539 million in principal and
interest on bonds issued for certain eligible costs relating to the I TC including Boarding
Areas A & G. PFC #3 collection period is from November 1, 2008 through

November 1, 2018.

On November 19, 2003, the Airport held an Air Carrier Consultation Meeting regarding the
proposed amendment of the Airport’s PFC program to del ete the runway reconfiguration
studies of the Airfield Development Program as a reimbursable project approved under PFC
application #1 (“PFC #1”). By December 19, 2003, each air carrier must send the
certification of agreement or disagreement regarding the proposed PFC amendment to delete
above-referenced project under PFC #1. The Airport plans to submit to the FAA the formal
PFC Amendment request in December 2003.

Note: The Airport suspended the Airfield Development Program in its entirety following the
convening of the National Oceanic and Atmospheric Administration panel on June 25, 2003.
As aresult of this suspension, the FAA has requested that SFO delete the PFC #1' s approved
project and amend its PFC program pursuant to 14 Code of Federal Regulations,

Section 158.37 (Amendment of Approved PFC).

17



| Section #7 — Airport Controls over Airside and Groundside Capacity |

The Lease and Use Agreement sets forth the rate- making methodology and Majority-1n-
Interest Provisions in effect at SFO.

Rates and Char ges M ethodology
There have been no changes in SFO’ s rates and charges methodology in the last year.

Majority-l n-Interest Provisions (‘M 11")
Since September 2001, the MII has sent written notice to the Airport of its norconcurrence
in the following Airport project, giving the reasons listed below:

1. Project 8167 - 100% EDS at Terminal 1 and Terminal 3 estimated to cost $34,800,000.
The Airlines agree that the Airport should proceed with the scope of work covered up to
$12 million. However, the Airlines believe that the Transportation Security
Administration (“TSA”) should provide 100% funding of the overall project costs for the
Airport’splan to ingtall the EDS in Domestic Terminals 1 and 3. Therefore, the Airlines
wish to revisit this matter with the Airport before beginning the remaining work scope for
$22 million needed to complete the project.

Furthermore, the Airlines approved the following capital improvement projects, which
simultaneously were approved by the FAA for grant funding under the Airport Improvement
Program, that allows reimbursement of funding up to 75% of the project’s total costs.

2. Project 3562 - Runway 1R/19L Overlay and Reconstruction estimated to cost
$15,750,000.

3. Project 4083A - Boarding Area D Apron Rehabilitation estimated to cost $14,000,000.

4. Project 4085 - Boarding Area F Apron Reconstruction estimated to cost $7,025,000.

Additionally, the M1l was notified in writing of the following capital improvement projects.
The Airlines are not opposed to the following capital improvement projects, but either did
not respond or requested the Airport to defer the projects due to the genera state of the
economy and the present financial condition of the airline industry.

5. Project TBD - Purchase of 3 ARFF Vehicles estimated to cost $2,050,000.

6. Project 8026 - Terminal Facilities Fall Protection estimated to cost $2,455,000.

7. Project 8141 - Central Garage Elevator Controls Upgrade estimated to cost $1,408,425.
8. Project 8171 - Termina 3 Exterior Wall Expansion estimated to cost $1,633,496.

9

. Project 8223 - Electric Walk #724 Replacement in Terminal 3 estimated to cost
$1,164,450.

10. Project 8235 - Domestic Terminal Food & Beverage Redevelopment Plan estimated to
cost $16,790,000.

11. Project 8276 - Tenant Infrastructure Wiring estimated to cost $691,250.
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Similarly, aMlII indefinitely deferred approval for the following two capital improvement
projects to be undertaken in Termina 2 as well as the total overall budget for the
redevelopment of Terminal 2 (Central Terminal and Boarding Area D):

12. Project 5451 - Terminal 2 Baggage System estimated to cost $18,582,000.
13. Project TBD - Terminal 2 PLB/PC Air/400 Hz Systems estimated to cost $8,970,000.

The current costs estimated for the Terminal 2/Boarding Area D project is approximately
$200 million, including the renovation of offices on floors three through six, which was
Separately approved.
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Section #8 — Airport Intentionsto Build or Acquire Gatesthat would be Used as
Common Facilities

The Airport will only build or acquire additional gates based on actual passenger growth and
forecast demand. The Terminal 2, (which is currently vacant) and Boarding Area D
renovation project, is not planned to commence in the near future. The status of Terminal 2
will be determined by an ongoing Terminal Development Alternatives Analysisthat is

in progress.
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| Section #9 — Airfare L evel asCompared to other Large Airports

DOMESTIC AIRFARE LEVELSCOMPARED TO OTHER LARGE AIRPORTS

This discussion of domestic airfares is divided into three sections:

a) for SFO aone;

b) for SFO vs. the other two Bay Area airports; and

¢) for SFO vs. nine other airports—the same comparator airports used in the original
Competition Plan. The first two sections discuss airfare changes from 2000 to 2002, and

the latter section examines airfares in 2002 only.

Changes in Airfare Levels at SFO

Domestic Origin-Destination (*O&D”) passengers on both nonlow-fare and low-fare
carriers at SFO declined from 2000 to 2002. The drop in nonlow-fare carrier traffic
(down 33%) was exceeded by the drop in low-fare carrier traffic (down 41%). Differing
significantly from the average for non-low-fare carriers were America West (down 2%)
and Alaska (down 6%). The steep drop in low-fare carrier traffic was due mainly to the
loss of Southwest in March 2001. (Table 9.1)
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DOMESTIC O&D PASSENGER TRAFFIC, BY CARRIER

Table

9.1

SAN FRANCISCO INTERNATIONAL AIRPORT
(calendar year 2000 vs. calendar year 2002; in descending order of 2002 total enplanements)

2000 2002 % CHANGE
Typeof Carrier Dom. O&D Ava. Psar. Average | Dom. O&D Ava. Psar. Average Dom. Ava. Ava.
Carrier Passengersl Trip (mi) Fare Pai d’ Passengersl Trip (mi) Fare Paid’ Psgrs. Trip Fare
Total—All Carriers:” 22,956,090 1,593 $231.85| 15,172,600 1,693 $202.47 -33.9% 6.3% -12.7%
Fared passengers 20,905,490 254,59 | 13,405,550 229.15 -35.9 -10.0
Zero-fared3 passengers 2,050,600 1,767,050 -13.8
Non-low-fare carriers: | 20,707,540 1,629 $242.67 | 13,958,570 1,695 $207.51 -32.6% 4.1% -14.5%
United4 9,728,340 1,316 235.76 6,350,010 1,501 212.02 -34.7 14.1 -10.1
American’ 3,105,450 1,919 274.16 1,999,400 1,894 225.16 -35.6 -1.3 -17.9
American 2,439,850 1,844 291.59 1,999,400 1,894  225.16 -18.1 2.7 -22.8
TWA 665,600 2,198 210.24 - - - n.c. n.c. n.c.
Delta 1,869,330 1,914  249.73 1,147,720 1,962 206.97 -38.6 25 -17.1
Northwest 1,164,200 1,939 240.99 830,110 1,907 202.91 -28.7 -1.7 -15.8
US Airways 1,140,710 2,437  259.92 803,490 2,429 201.06 -29.6 -0.3 -22.6
America West 736,350 1,244 144.91 721,670 1,176 131.18 -2.0 -5.4 -9.5
Continental 1,052,970 2,208 301.28 665,200 2,269 254.88 -36.8 2.8 -15.4
Interline Traffic’ 979,770 2,032 286.29 634,000 2,089 251.54 -35.3 2.8 -12.1
Alaska 662,210 710 114.75 620,600 676 110.53 -6.3 -4.8 -3.7
Hawaiian 268,210 2,424  208.02 186,370 2,443 215.67 -30.5 0.8 3.7
Low-farecarriers: 1,882,490 1,209 $119.91 1,102,280 1,650 $143.12 -41.4% 36.5% 19.4%
ATA 550,850 2,223 162.79 563,180 2,241 160.11 2.2 0.8 -1.7
National 400,570 784  109.32 332,790 841 95.37 -16.9 7.2 -12.8
Frontier - - 0.00 206,310 1,344  173.77 n.c. n.c. n.c.
Southwest 931,070 791 99.10 - - - n.c. n.c. n.c.
Source: DOT, Air Passenger Origin-Destination Survey, as provided by DOT for use in Competition Plans.

Notes:

subtotals may not sum to airport totals due to exclusion of certain low-volume carriers.
*Total price paid by passenger, on average, including taxes and PFCs. Includes the diluting effect of zero-fared passengers.
JPassengers who traveled on frequent flyer program reward tickets.

4
5
6
7

Includes passengers in 2000 who used United's low-fare Shuttle by United service.
American began reporting TWA passengers as its own in December, 2001.
Passengers who changed carriers in the course of their air journeys to or from SFO.

Low-fare carriers as categorized by DOT Office of Aviation Analysisin data provided.

n.c.= not calculated

Total revenue O&D passengers enplaned and deplaned on scheduled flights. Excludes passengers in markets that
averaged less than 10 passengers per day and purely-local passengers on commuter carriers. Passenger

Passengers using their frequent flyer program rewards for travel to and from SFO
declined much less than fare-paying passengers over the past two years. Zero-fared
traffic declined only 14% while fared traffic dropped 36%. As a result, zero-fared
passengers increased as a proportion of all passengers at the Airport, from about 9%
in 2000 to nearly 12% in 2002. (Table 9.1)

The length of the average passenger trip from SFO increased while the average
passenger fare declined over the past two years. The average fare pad at SFO
dropped nearly $30 from year 2000 to 2002, while a trip segment, on average,
increased 100 miles from 2000 to 2002. (Table 9.1)
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Average fares paid on most of the carriers serving SFO declined over the past two
years. United Airlines, which accounted for 42% of the domestic O&D traffic at the
Airport, experienced less of a decline in average fare paid (down 10% from 2000 to
2002) than most of the norntlow-fare carriers but a much greater increase in average
passenger trip (up 14%). Much of the change for United is explained by its
termination of Shuttle by United service in October 2001. (Table 9.1 and Figure 9.1)

Much of the decline in low-fare carrier traffic was short and medium haul. Over the
two years, the average passenger trip to and from SFO on low-fare carriers increased
by nearly 37%, from 1,209 to 1,650 miles. Although the average fare paid by those
passengers in 2002 was nearly 20% higher than in 2000, it was 31% lower than for
passengers on nonlow-fare carriers for trips averaging about the same distance.
(Table9.1)

Figure9.1
PASSENGER TRIP LENGTH AND AVERAGE FARE BY CARRIER
SAN FRANCISCO INTERNATIONAL AIRPORT
(calendar year 2000 vs. calendar year 2002)
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Even though the absolute decline in longer-haul passengers (down 4.4 million)
exceeded the drop in shorter-haul passengers (down 3.4 million) over the past two
years, the relative decline for longer- haul traffic (down 28%) was much less than for
shorter- haul traffic (down 45%). The lower relative decline in longer-haul passengers
was partly due to a $58 drop in average fare paid, while shorter-haul passengers paid
$9 more, on average, in 2002 compared to 2000. Longer- haul passengers increased as
a proportion of total domestic O& D passengers at the Airport, from 67% in 2000 to
73%in 2002. (Table 9.2)
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Table9.2

CHANGES IN PASSENGER TRAFFIC, AVERAGE PASSENGER TRIP, & AVERAGE FARE PAID

SAN FRANCISCO INTERNATIONAL AIRPORT

(Calendar year 2000 vs. calendar year 2002)

CHANGE 2000-02
2000 2002 Amount % Cha.
TOTAL O&D PASSENGERS' 22,956,090 15,172,600 (7,783,490) -33.9%
Average passenger trip (miles) 1,593 1,693 100 6.3
Average one-way fare paid” $231.85 $202.47 -$29.38 -12.7
BY LENGTH OF PASSENGER HAUL:
Longer-haul psgrs. (>750 mi.) 15,455,050 11,068,350 (4,386,700) -28.4%
% of airport total 67.3% 72.9% 5.6 pts.
Average passenger trip (miles) 2,143 2,208 66 3.1
Average one-way fare paid2 $294.78 $236.38 ($58.40) -19.8
Shorter-haul psgrs. (up to 750 mi.) 7,501,040 4,104,250 (3,396,790) -45.3%
% of airport total 32.7% 27.1% -5.6 pts.
Average passenger trip (miles) 459 479 20 4.3
Average one-way fare paid $102.19 $111.02 $8.83 8.6
BY TYPE OF CARRIER:3
Non-low-fare carriers 10 9 (1) -10.0%
O& D Passengers 20,707,540 13,958,570 (6,748,970) -32.6
% of airport total 90.2% 92.0% 1.8 pts.
Average passenger trip (miles) 1,629 1,695 66 4.1
Average one-way fare paid2 $242.67 $207.51 ($35.16) -14.5
Low-farecarriers’ 3 3 - 0.0%
O& D Passengers 1,882,490 1,102,280 (780,210) -41.4
% of airport total 8.2% 7.3% -0.9 pts.
Average passenger trip (miles) 1,209 1,650 441 36.5
Average one-way fare paid2 $119.91 $143.12 $23.21 19.4
BY TYPE OF CITY-PAIR MARKET:
Marketswithout
low-fare competition 175 157 (18) -10.3%
O& D Passengers 16,910,840 12,340,770 (4,570,070) -27.0
% of airport total 73.7% 81.3% 7.7 pts.
Average passenger trip (miles) 1,725 1,784 58 3.4
Average one-way fare naid2 $256.26 $212.04 ($44.23) -17.3
Low-fare markets’ 22 16 (6) -27.3%
O& D Passengers 6,045,250 2,831,830 (3,213,420) -53.2
% of airport total 26.3% 18.7% -7.7 pts.
Average passenger trip (miles) 1,221 1,552 331 27.1
Average one-way fare paid’ $163.55 $160.76 ($2.78) -1.7

Total enplaned and deplaned revenue O& D passengers, including zero-fared passengers

traveling on frequent flyer program reward tickets. Excludes passengers in markets that averaged
less than 10 passengers per day and purely-local passengers on commuter carriers.

*Total price paid by passenger, on average, including taxes and PFCs. Includes the diluting effect
of zero-fared passengers.

3Passenger subtotals may not sum to airport totals due to exclusion of certain low-volume carriers.
‘Low-fare carriers as categorized by DOT Office of Aviation Analysisin data provided.

®Low-fare markets were defined by DOT as those city-pairsin which at least one low-fare carrier
held a 10 percent or greater share of O&D passenger traffic.

Notes:

Source: DOT, Air Passenger Origin-Destination Survey, as provided by DOT for use in Competition Plans.
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Non-low-fare carriers increased their share of O&D passenger traffic at SFO, from 90%
in 2000 to 92% in 2002. Low-fare carriers accounted for the remainder, losing 2 share
points over the last two years. One of the factors underlying the increase in the share of
norlow-fare carriers was a $35 drop (down nearly 15%) in average fare paid. Over the
same period, the average fare paid on low-fare carriers at SFO increased $23 (up 19%)
partly explained by a 36% increase in average passenger trip distance, as noted earlier.
(Table9.2)

Markets without low-fare competition experienced a lower decline in traffic at SFO over
the past two years, and a greater drop in average fare paid, than low- fare markets.® Where
low-fare competition to and from SFO was minimal or lacking, O&D passenger traffic
declined 27% and fares paid, on average, dropped $44 (down 17%). By contrast, O& D
passenger traffic in lowfare markets fell 53% and average fares declined by only $3
(down 2 %). (Table 9.2)

The average fare yield for all domestic passenger trips at SFO dropped substantially over
the past two years.* Fare yield declined 18%, on average, from 14.2 cents per mile in
2000 to 11.6 cents per mile in 2002. (Table 9.3)

The decline in fare yield over the past two years at SFO was not uniform across all trip
distance categories. The yield declined 20% for trips longer than 1,500 miles, and 17%
for trips between 1,000 and 1,500 miles. For trips shorter than 1,000 miles, however, the
effect was quite different due to the 2001 termination of SFO service by Southwest and
Shuttle by United. Yield fell only 6.5% for trips between 500 and 1,000 miles, and it
actually increased, on average, for trips shorter than 500 miles. (Table 9.3)

For trips longer than 1,000 miles, the decline in fare yield was most pronounced in

A) higher-density city-pairs, that is, those routes with over 100 passengers per day in
each direction, and B) city-pairs served by more than one carrier. Generdly, the decline
in fare yield did not correlate closely with the level of low-fare competition on the
various city-pairs. (Table 9.3)

Despite substantial changes in A) passengers, B) the average length of a passenger trip
and C) average fares paid on the various carriers at SFO over the past two years, however
the carriers’ shares of O&D passenger traffic changed relatively little. Share increases of
between 1.2 and 1.6 points were recorded by America West, Alaska, and ATA, while no
carrier experienced a share loss of more than 0.5 points. (Table 9.4 and Figure 9.2)

3 For the purpose of preparation of Competition Plan, DOT defined “low-fare markets’ as those in which at
least one low-fare carrier accounted for a 10 percent or greater share of total O& D passenger traffic.
4 Average fare yield per mile is defined as average fare paid divided by average passenger trip in miles.
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Table9.3

AVERAGE DOMESTIC FARE YIELDS, BY NONSTOP DISTANCE AND MARKET CATEGORY

SAN FRANCISCO INTERNATIONAL AIRPORT
(calendar year 2000 vs. calendar year 2002; in cents per mile; number of marketsin parentheses)

Nonstop % CHANGE
Distance Market Category 2000 2002 IN FARE YIELD
OVERALL AVERAGE YIELD® 14.2 (197) 11.6 (173) -18.0%
Up to 500 All Categories 25.6 (14) 28.3 (12) 10.7%
miles Low-fare competition 19.6 (2) 18.6 (1) -5.1
No low-fare competition 30.3 (12 32.6 (11) 7.4
No. of carriers:® 2+ 24.2 (6) 26.6 (4) 9.5%
1 32.1 (8) 32.3  (8) 0.4
Density:* High 25.5 (10) 27.8 (6) 9.0%
Medium 37.1 (1) 40.4 (3) 8.9
L ow 25.3 (3) 31.0 (3) 22.4
501-1,000 All Categories 19.1 (29) 17.9 (25) -6.5%
miles Low-fare competition2 20.2 (5) 18.8 (1) -6.7
No low-fare competition 18.1 (24) 17.4 (24) -3.6
No. of carriers:” 2+ 18.9 (25) 17.8 (20) -5.8%
1 25.2 (4) 20.3  (5) -19.7
Density:* High 19.3  (8) 18.2 (5) -5.4%
Medium 16.6 (4) 15.4 (5) -7.2
L ow 19.2  (17) 16.4 (15) -14.2
1,001-1,500 All Categories 16.6 (17) 13.7 (13) -17.4%
miles Low-fare competition® 12.4  (8) 10.2  (2) -17.9
No low-fare competition 18.6 (9) 14.7 (11) -21.4
No. of carriers:®> 2+ 16.6 (17) 13.7 (13) -17.4%
1 0.0 0 0.0 0] 0.0
Density:4 High 18.1 (4) 14.8 (2) -18.1%
Medium 11.2 (4) 11.5 (4) 2.7
L ow 12.0 (9) 11.7 (7) -2.6
1,501-2,000 All Categories 13.7 (44) 10.9 (41) -20.9%
miles Low-fare competition 12.7  (3) 7.6 (5) -40.1
No low-fare competition 14.0 (41) 11.2 (36) -19.9
No. of carriers:® 2+ 14.0 (39) 10.7 (37) -23.4%
1 12.2 (5) 11.3 (4 -7.7
Density:4 High 14.5 (8) 11.1  (8) -23.4%
Medium 10.8  (9) 9.7 (7) -9.8
L ow 11.2  (27) 10.2 (26) -8.9
Over 2,000 All Categories 12.8 (93) 10.2 (82) -20.1%
miles Low-fare competition2 9.2 (4) 8.3 (7) -9.2
No low-fare competition 13.3 (89) 10.5 (75) -21.0
No. of carriers:® 2+ 12.3 (77) 9.9 (74) -19.9%
1 16.1 (16) 13.7  (8) -14.8
Density:* High 13.1  (27) 10.4 (25) -20.2%
Medium 10.1 (23) 8.3 (20) -18.1
L ow 11.1  (43) 9.4 (37) -15.4
Source: DOT, Air Passenger Origin-Destination Survey  as provided by DOT for use in Competition Plans.
Notes: Average price paid by passengers, including taxes and PFCs, divided by average
L(nonstop) city-pair distance traveled.
dCity-pair markets in which at least one carrier held a 10 percent or greater share of O& D passenger traffic.
Number of carriers that held a 10 percent or greater share of O&D passenger traffic in each city-pair market.
4Average passengers each day in each direction, defined for this analysis as:
High—over 100;Medium—25 to 100; L ow—>5 to 25.
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Table9.4
CARRIER SHARES OF DOMESTIC O&D PASSENGERS

SAN FRANCISCO INTERNATIONAL AIRPORT
(calendar year 2000 vs. calendar year 2002)

Airline Group® PASSENGERS CHANGE 2000-02 % OF TOTAL
Carrier 2000 2002 Passengers % Change 2000 2002
United 9,728,340 6,350,010 (3,378,330) -34.7% 42.4% 41.9%

Americar? 3,105,450 1,999,400 (1,106,050) -35.6 135 13.2
American 2,439,850 1,999,400 (440,450) -18.1 10.6 13.2
TWA 665,600 - n.c. 29 -

Delta 1,869,330 1,147,720 (721,610) -38.6 8.1 7.6

Northwest 1,164,200 830,110 (334,090) -28.7 51 5.5

US Airways 1,140,710 803,490 (337,220) -29.6 5.0 5.3

AmericaWest 736,350 721,670 (14,680) -2.0 3.2 4.8

Continental 1,052,970 665,200 (387,770) -36.8 4.6 4.4

Interline Traffic’ 979,770 634,000 (345,770) -35.3 4.3 4.2

Alaska 662,210 620,600 (41,610) -6.3 2.9 4.1

ATA 550,850 563,180 12,330 2.2 24 3.7

National 400,570 332,790 (67,780) -16.9 17 2.2

Frontier - 206,310 206,310 n.c. - 1.4

Hawaiian 268,210 186,370 (81,840) -30.5 12 1.2

Southwest 931,070 - (931,070) -100.0 4.1 -

Tota—All Carriers 22,956,090 15,172,600 (7,783,490) -33.9% 100.0% 100.0%

Source: DOT, Air Passenger Origin-Destination Survey , as provided by DOT for use in Competition Plans.

Notes: ‘Carrierswith less than 1% market share are not shown.
2American began reporting TWA traffic asits own in December, 2001.
% ncludes passengers that changed carriers in the course of their air journeys to or from SFO.

Figure9.2
CARRIER SHARES OF DOMESTIC O&D PASSENGERS

SAN FRANCISCO INTERNATIONAL AIRPORT
(calendar year 2000 vs. calendar year 2002)
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Changes in Passenger Traffic and Airfare Levels at SFO vs. Other Bay Area Airports

SFO accounted for much of the decline in Bay Area domestic O& D passenger traffic
over the past two years. While O& D passengers dropped by 7.8 million at SFO (down
34%), they fell by 1.8 million at SJC (down 17%) and increased by nearly 1.7 million
at OAK (up 16%). (Table 9.5)

Longer-haul trips comprise a far greater proportion (73 percent in 2002) of O&D
travel at SFO than at either SIC (39%) or OAK (nearly 33%). The losses in O&D
passenger traffic at SFO and SIC were greater, in relative terms, for shorter-haul trips
than for longer- haul trips, while most of the growth at OAK occurred in longer- haul
trips. (Table 9.5)

Most O&D passenger travel from all three Bay Area airports has tended to be bound
for either relatively close destinations or the eastern part of the country. Shorter- haul
passenger trips at the airports averaged between 440 and 480 miles in 2002, while
longer-haul trips averaged between 2,050 and 2,200 miles. (Table 9.5)

Although longer passenger trips, on average, and lower average passenger fares were
experienced by al three Bay Area airports over the past two years, the degree of
change varied significantly. The average passenger trip length at SFO and SJC
increased between 6 and 8%, while the average fare paid declined 13% at SFO and
21% at SIC. At OAK, by contrast, the average passenger trip length increased 28%
but the average fare paid—already substantially lower than at the other two airports—
declined only 4%. (Table 9.5 and Figure 9.3)

Figure9.3
AVERAGE DOMESTIC PASSENGER TRIP LENGTH AND FARE BY AIRPORT
SAN FRANCISCO, OAKLAND, AND SAN JOSE INTERNATIONAL AIRPORTS
(calendar year 2000 vs. calendar year 2002)
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Table9.5
CHANGESIN O&D PASSENGER TRAFFIC, AVERAGE PASSENGER TRIP, AND AVERAGE FARE PAID

SAN FRANCISCO, OAKLAND AND SAN JOSE INTERNATIONAL AIRPORTS
(calendar year 2000 vs. calendar year 2002)

SAN FRANCISCO (SFO) OAKLAND (OAK) SAN JOSE (SIC)
CHANGE 2000-02 CHANGE 2000-02 | CHANGE 2000-02
2000 2002 Amount % Chg. 2000 2002 Amount % Chg. 2000 2002 | Amount % Chg.
TOTAL O&D PASSENGERS1 22,956,09C 15,172,600 (7,783,490) -33.9% 9,864,640 11,519,68C 1,655,040 16.8% 11,067,860 9,228,860 (1,839,000) -16.6%
Average passenger trip (miles) 1,593 1,693 100 6.3 770 989 219 284 991 1,069 78 79
Average one-way fare paid” $231.85 $202.47 ($29.38) -12.7 $119.77 $114.97 ($4.80) -4.0 $169.67 $133.86 ($35.81) -21.1
BY LENGTH OF PASSENGER HAUL :
Longer-haul psgrs. (>750 mi.) 15,455,05C 11,068,350 (4,386,700) -28.4% 2,311,320 3,739,670 1,428,350 61.8% 4,120,780 3,620,990 (499,790) -12.1%
% of airport total 67.3% 72.9% 5.6 pts. 23.4% 32.5% 9 pts. 37.2% 39.2% 2pts.
Average passenger trip (miles) 2,143 2,208 66 31 1,870 2,132 262 14.0 1,934 2,047 113 59
Average one-way fare paid” $294.78 $236.38 ($58.40)  -19.8 $234.18 $183.56 ($50.62) -21.6 $305.35 $210.46 ($94.88) 311
Shorter-haul psars. (up to 750 mi.) 7,501,040 4,104,250 (3,396,790) -45.3% 7,553,320 7,780,010 226,690 3.0% 6,947,080 5,607,870 (1,339,210) -19.3%
% of airport total 32.7% 27.1% -5.6 pts. 76.6% 67.5% -9 pts. 62.8% 60.8% -2pts.
Average passenger trip (miles) 459 479 20 43 434 440 6 15 432 438 6 14
Average one-way fare paid2 $102.19 $111.02 $8.83 8.6 $84.76 $82.00 ($2.76) -3.3 $89.20 $84.41 ($4.79) -5.4
BY TYPE OF CARRIER:
Non-low-farecarriers 10 9 (1) 6 7 1 8 7 (1)
0&D Passengers 20,707,54C 13,958,570 (6,748,970) -32.6% 3,076,170 3,475,630 399,460 13.0% 7,020,980 5,501,030 (1,519,950) -21.6%
% of airport total 90.2% 92.0% 1.8 pts. 31.2% 30.2% -1 pts. 63.4% 59.6% -3.8 pts.
Average passenger trip (miles) 1,629 1,695 66 41 1,168 1,513 345 295 1,276 1,380 104 81
Average one-way fare paid2 $242.67 $207.51 ($35.16) -145 $176.50 $164.39 ($12.11) -6.9 $215.85 $166.16 ($49.69) -230
Low-fare carriers 3 3 0 1 2 1 1 1 0
0&D Passengers 1,882,490 1,102,280 (780,210)  -41.4%)| 6,652,550 7,950,700 1,298,150 19.5% 4,030,810 3,668,170 (362,640) -9.0%
% of airport total 8.2% 7.3% -0.9 pts. 67.4% 69.0% 1.6% 36.4% 39.7% 3.3 pts.
Average passenger trip (miles) 1,209 1,650 441 36.5 556 708 153 275 489 499 10 21
Average one-way fare paid2 $119.91 $143.12 $23.21 19.4 $91.33 $93.10 $L77 1.9 $89.08 $84.82 ($4.25) -4.8
BY TYPE OF CITY-PAIR MARKET:
Marketswithout
low-far e competition 175 157 (18) 43 44 1 88 e (11)
0&D Passengers 16,910,84C 12,340,770 (4,570,070)  -27.0% 953,820 1,102,520 148700  15.6% 3,213,680 2,573,790 (639,890) -19.9%
% of airport total 73.7% 81.3% 7.7 pts. 9.7% 9.6% -0.1 pts. 29.0% 27.9% -11pts.
Average passenger trip (miles) 1,725 1,784 58 34 1,780 1,983 203 11.4 1,922 1,987 65 34
Average one-way fare paid2 $256.26 $212.04 ($44.23) -17.3 $306.37 $235.62 ($70.75) -231 $332.26 $222.09 ($110.17) -33.2
Low-fare markets’ 22 16 (6) 55 60 5 42 41 (1)
0&D Passengers 6,045,250 2,831,830 (3,213,420) -53.2% 8,910,820 10,417,16C 1,506,340 16.9% 7,854,180 6,655,070 (1,199,110) -15.3%
% of airport total 26.3% 18.7% -7.7 pts. 90.3% 90.4% 0.1 pts. 71.0% 72.1% 1.1pts.
Average passenger trip (miles) 1,221 1,552 331 271 662 884 222 335 610 714 104 171
Average one-way fare paid? $163.55 $160.76 ($2.78) 1.7 $99.80 $102.2C $2.40 2.4 $103.15 $99.74 ($3.40) -33
Source: DOT, Air Passenger Origin-Destination Survey, as provided by DOT for use in Competition Plans.

Notes: Total enplaned and deplaned revenue O& D passengers , including zero-fared passengers traveling on frequent flyer program reward tickets. Excludes passengers in markets that averaged
less than 10 passengers per day and purely-local passengers on commuter carriers.
2Total price paid by passenger, on average, including taxes and PFCs. Includes the diluting effect of zero-fared passengers.
3Pamenger subtotals may not sum to airport totals due to exclusion of certain low-volume carriers.
“Low-fare carriers as categorized by DOT Office of Aviation Analysis in data provided.
5L ow-fare markets were defined by DOT as those city-pairsin which at least one low-fare carrier held a 10 percent or greater share of O& D passenger traffic.
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Fares, on average, fell at al three Bay Area airports far more for longer haul trips than for
shorter- haul trips over the past two years. Whereas average fares for longer haul trips
declined between 20 and 31%, average fares for shorter-haul trips dropped only between
3 and 5% at OAK and SJC and actually increased (up nearly 9%) at SFO. (Table 9.5)

Although SFO was served by more low-fare carriers than the other Bay Area airports in
both 2000 and 2002, low-fare carriers accounted for only 1.1 million O&D passengers at
SFO (7% of total) compared to 3.7 million at SJIC (40%) and nearly 8 million at OAK
(69%). (Table9.5)

Fares at all three Bay Area airports declined more, on average, for passengers traveling
on nortlow-fare carriers than for those using low-fare carriers. This reflects, in part, the
downward fare pressure on nonlow-fare carriers from the increasing presence of low
fare carriers, on which 35% of all Bay Area O&D passengers traveled in 2002 (up from
29% in 2000). (Table 9.5)

A large percentage of O& D passengers at SFO (81%) traveled in city-pairs not served by
low-fare carriers in 2002. This contrasts markedly with the comparable percentages at
SIC (28%) and at OAK (10%). More significantly, perhaps, the average fare paid at al
three Bay Area airports for O&D travel in city-pairs not served by low-fare carriers
declined substantially from 2000 to 2002 (down 17% at SFO, 33% at SJC, and 23% at
OAK). By contrast, average fares changed only negligibly in low-fare carrier markets,
explained largely by the significant increase in the average length of passenger trip at al
three airports. (Table 9.5)

Domestic O&D fare yield declined substantially at all three Bay Area airports over the
past two years. Yields declined more at SIC and OAK (down 23% to 24%, on average)
than at SFO (down 18%). The average yields at SFO and OAK were identical (11.6 cents
per mile). This is explained by the fact that yield values tend to decline with increasing
trip distance—the average O&D passenger trip at SFO (nearly 1,700 miles) was much
longer than at OAK (about 1,000 miles). (Table 9.6)

As noted earlier for average fares from 2000 to 2002, average fare yields also tended to
decline at all three Bay Area airports much more for longer trips, in city pairs where there
was no low-fare carrier competition, and in the higher-volume city-pairs. There was no
clear correlation between the decline in fare yields and the number of carriers in the

various city-pair markets. (Table 9.6)



Table9.6

COMPARISON OF AVERAGE DOMESTIC FARE YIELDS, BY NONSTOP DISTANCE AND MARKET CATEGORY

SAN FRANCISCO, OAKLAND, AND SAN JOSE INTERNATIONAL AIRPORTS
(Calendar year 2000 vs. calendar year 2002; in cents per mile; number of marketsin parentheses)

? City-pair markets in which at least one carrier held a 10 percent or greater share of O& D passenger traffic.
® Number of carriers that held a 10 percent or greater share of O& D passenger traffic in each city-pair market.

4Avergge passengers each day in each direction, defined for this analysis as: High—over 100; Medium—25 to 100; Low—5 to 25.

SAN FRANCISCO (SFO) OAKLAND (OAK) SAN JOSE (SIC)
Nonstop % CHANGE % CHANGE % CHANGE
Digtance Market Categary 2000 2002 2000-02 2000 2002 2000-02 2000 2002 2000-02
OVERALL AVERAGE YIELD 14.2 (197) 11.6 (173) -18.0% 15.1 (98) 11.6 (104) -23.2% 16.6 (130) 12.5 (118) -24.5%
Up to 500 All Categories 25.6 (14) 28.3 (12) 10.7% 224 (11) 20.7 9) -7.4% 240 (11) 220 (10) -8.4%
miles Low-fare competition 196 2 186 (o) 5.1 224 @) 207 (8) 7.3 24.0 (7 220 @ -8.4
No low-fare competition 30.3 (12) 32.6 (11) 74 248 (4) 19.0 (1) -23.3 25.2 (4) 21.8 (3) -13.3
No. of carriers: 3o+ 24.2 (6) 26.6 @ 9.5% 229 2 21.6 (1) -5.7% 235 (5) 213 ® -9.4%
1 321 (8 323 (8 04 220 9 20.6 (8) -6.5 26.4 (6) 248 (5 -6.2
Density: High 255 (10) 27.8 6) 9.0% 224 (@] 20.7 (8 -7.3% 24.0 (7) 220 () -8.4%
Medium 37.1 1) 40.4 [€)) 0.0 0.0 295 (1) 0.0 0 0.0
Low 253 3) 310 3 22.4 24.8 (4 19.0 (1) -23.3 20.8 3) 21.8 3 5.0
501-1,000 All Categories 19.1 (29) 17.9 (25) -6.5% 16.2 (15) 15.7 17) -3.1% 18.7 (22 16.7 (18) -10.8%
miles Low-fare competition 20.2 (5) 18.8 (o] 6.7 15.0 9) 15.2 (9) 18 16.1 (9) 155 ® 41
No low-fare competition 18.1 (24) 17.4 (24) -3.6 27.3 (6) 19.7 (8) -28.0 29.0 (13) 20.5 (10) -29.2
No. of carriers: 3o+ 18.9 (25) 17.8 (20) -5.8% 14.9 9 15.0 (11) 0.3% 187 (21) 165 (16) -12.0%
1 252 (4) 20.3 (6] -19.7 10.7 (6) 17.6 (6) -10.9 18.2 (1) 20.8 (2 14.4
Density: High 19.3 ()] 18.2 5 -5.4% 16.1 ()] 15.6 (@) -3.1% 185 (7) 16.8 (@] -9.5%
Medium 16.6 (4) 154 ®) 7.2 17.4 2 16.9 3) -3.2 205 (4) 165 ® -19.2
Low 19.2 (17) 16.4 (15) -14.2 18.6 (5) 16.0 (7) -14.2 18.9 (11) 14.9 ) 212
1,001-1,500 All Categories 16.6 17) 13.7 (13) -17.4% 15.2 (14) 12.3 (12) -18.9% 19.4 (14) 14.3 (13) -26.3%
miles Low-fare competition 124 (8) 10.2 © -17.9 115 (10) 10.3 (10) -10.4 115 (9) 116 ® 0.7
No low-fare competition 18.6 (9) 14.7 (11) -21.4 215 (4 18.0 (2) -16.7 22.7 (5) 18.6 (5 -18.1
No. of carriers: 3 2+ 16.6 17) 13.7 (13) -17.4% 154 (10 125 (11) -18.8% 11.7 (12) 11.6 (12) -1.1%
1 0.0 0 0.0 () 0.0 11.4 (4) 57 (1) -50.4 23.0 (2) 19.3 @) -16.0
Density: High 181 (4) 14.8 @) -18.1% 18.1 2 14.8 2 -18.3% 23.0 (2) 16.9 (@] -26.5%
Medium 11.2 (4) 115 @ 27 11.6 (5) 10.3 (5) -11.8 115 (5) 9.9 ® -135
Low 12.0 9 117 [0 -2.6 12.2 (1 10.2 (5) -16.2 13.0 (7) 116 (6) -10.5
1,501-2,000 All Categories 13.7 (44) 10.9 (41) -20.9% 129 (19) 9.4 (19) -26.9% 15.2 (31) 105 (26) -31.2%
miles Low-fare competition 127 3) 7.6 ® -40.1 95 (1) 7.8 (10) -17.9 10.4 (10) 85 ) -18.1
No low-fare competition 14.0 (41) 11.2 (36) -19.9 17.8 (8) 12.6 9) -28.9 17.4 (21) 114 (17) -34.5
No. of carriers: 3 2+ 14.0 (39) 10.7 (37) -23.4% 11.8 (15) 9.8 (16) -17.3% 154 (29) 10.5 (25) -32.0%
1 12.2 (5) 11.3 (4) 7.7 14.0 (4) 8.8 (3) -37.3 97 () 11.3 @) 15.6
Density: * High 145 ()] 111 (©) -23.4% 189 (6] 95 4 -49.6% 19.3 3) 12.0 (€)] -37.8%
Medium 10.8 (9) 9.7 @ 9.8 10.3 (7) 8.4 (6) -17.8 10.4 ) 8.4 @ -19.2
Low 11.2 (27 10.2 (26) -8.9 13.2 (a1 12.0 9 -9.2 12.9 (21) 10.1 (16) -21.9
Over 2,000 All Categories 12.8 (93) 10.2 (82) -20.1% 9.6 (39 74 (47) -22.5% 131 (52) 8.8 (51) -33.4%
miles Low-fare competition 9.2 (4) 8.3 @ 9.2 7.8 (18) 6.7 (23) -14.2 9.1 ) 71 © 219
No low-fare competition 13.3 (89) 10.5 (75) -21.0 12.7 (21) 9.9 (24) -22.4 14.1 (45) 9.3 (42) -33.6
No. of carriers: 2o 12.3 77) 9.9 (74) -19.9% 9.6 (30 72 (39) -24.9% 124 47 86 (46) -30.6%
1 16.1 (16) 13.7 8 -14.8 9.6 (9) 105 (8) 9.7 15.7 (5) 9.2 ©) -415
Density: High 131 (27) 104 (25) -20.2% 73 (6] 6.9 (@) -5.7% 144 (9) 9.0 ® -37.9%
Medium 101 (23) 8.3 (20) -18.1 9.4 (18) 8.0 (21) -14.8 104 (16) 8.2 (18) 216
Low 11.1 (43) 9.4 (37) -15.4 11.6 (20) 8.9 (19) -23.3 134 (27) 9.9 (25) -26.3
Source: DOT, Air Passenger Origin-Destination Survey , as provided by DOT for use in Competition Plans.
Notes: 1Average price paid by passengers, including taxes and PFCs, divided by average (nonstop) city-pair distance traveled.
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Table9.7

AIRPORT SHARES OF DOMESTIC O& D PASSENGERS

SAN FRANCISCO, OAKLAND, AND SAN JOSE INTERNATIONAL AIRPORTS

(calendar year 2000 vs. calendar year 2002)

DOMESTIC 0&D PASSENGERS'

SHARE OF TOTAL

Airport 2000 2002 2000 2002

San Francisco 22,956,090 15,172,440 52.3% 42.2%
Oakland 9,864,640 11,519,540 22.5 32.1
San Jose 11,067,860 9.228.780 25.2 25.7
Total 43,888,590 35,920,760 100.0% 100.0%

Source: DOT, Air Passenger Origin-Destination Survey, as provided by DOT
for use in Competition Plans.
Notes: 'Total revenue O&D passengers enplaned and deplaned on scheduled flights,
including zero-fared passengers traveling on frequent flyer reward tickets.
Excludes passengers in markets that averaged less than 10 passengers
per day and purely-local passengers on commuter carriers.

The changes in domestic O&D traffic, passenger trip distance, and average fares
described herein and detailed in the preceding tables and chart resulted in significant
shifts in traffic shares among the three Bay Area airports between 2000 and 2002.
Virtually all the shares of Bay Area O&D traffic lost by SFO (from 52% to 42%) were
gained by OAK (from 22.5 to 32%). SJC's share increased only marginaly. (Table 9.7
and Figure 9.4)

Figure9.4

AIRPORT SHARES OF DOMESTIC O& D PASSENGERS

SAN FRANCISCO, OAKLAND, AND SAN JOSE INTERNATIONAL AIRPORTS
(calendar year 2000 vs. calendar year 2002)
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Airfare Levels at SFO vs. Other Comparable West Coast and Eastern U.S. Airports

Among the airports selected for comparison, the average domestic O&D fare at SFO
($202.47) ranked the highest in 2002. That is not overly surprising, given that the average
passenger trip at SFO (1,693 miles) was much longer than at most of the other airports.
(Figure 9.5)

For longer-haul passengers only, SFO again ranked highest by average fare ($236.38) and
by passenger trip distance (2,208 miles) in 2002. For shorter-haul passengers, the average
fare paid at SFO ($111.02) was higher than at the four West Coast airports but lower than
at Chicago-O’Hare and three of the East Coast airports. (Table 9.8)

The average fare paid on low-fare carriers at SFO ($143.12) in 2002 was higher than at
any of the selected airports but, again, it is important to note that the average passenger
trip was much longer a SFO than at any of the other airports. Only the arports in Los
Angeles and Portland surpassed SFO in the number of low-fare carriers. (Table 9.8)

In terms of the proportion of domestic O&D traffic carried in low-fare markets (where at
least one low-fare carrier held a 10% or greater share) in 2002, SFO (18.7%) was roughly
comparable to Chicago-O'Hare and three of the East Coast airports (between 9% and
22%). At New York-Kennedy and the West Coast airports, the proportion was much
higher (between 44% and 67%). While SFO’s average fare in low-fare markets ($160.76)
was higher than at all of the airports selected for comparison, once again its average
passenger trip in low-fare markets was longer than at al of the other airports as well.
(Table 9.8)



Figure9.5
PASSENGER TRIP LENGTH AND AVERAGE FARE BY AIRPORT

SAN FRANCISCO INTERNATIONAL AIRPORT AND OTHER COMPARABLE AIRPORTS
(Calendar year 2002)
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Table9.8
COMPARISON OF O&D PASSENGER TRAFFIC, AVERAGE PASSENGER TRIP, AND AVERAGE FARE PAID

SAN FRANCISCO INTERNATIONAL AIRPORT AND OTHER COMPARABLE AIRPORTS
(Calendar year 2002)

OTHER WEST COAST AIRPORTS EAST COAST AIRPORTS
Chicago- New Y ork- Boston-
San Francisco LosAngeles Seattle Portland San Diego O'Hare Kennedy Newark Miami Logan
SFO LAX SEA PDX SAN ORD JK EWR MIA BOS
TOTAL O&D PASSENGERS 15,172,600 27,531,030 17,601,680 9,538,370 13,180,900 23,650,510 10,971,530 17,027,530 8,240,430 15,907,020
Average passenger trip (miles) 1,693 1,520 1,378 1,226 1,234 1,003 1,688 1,318 1,213 1,230
Average one-way fare paid $202.47 $168.80 $156.05 $144.65 $14451 $166.58 $183.87 $194.95 $163.62 $177.35
BY LENGTH OF PASSENGER HAUL :
Longer-haul psgrs (>750 mi.) 11,068,350 19,965,830 13,101,650 6,608,400 7,875,730 13,328,620 9,939,160 11,657,640 6,947,820 10,793,230
% of airport total 72.9% 72.5% 74.4% 69.3% 59.8% 56.4% 90.6% 68.5% 84.3% 67.9%
Average passenger trip (miles) 2,208 2,008 1,749 1,657 1,862 1,408 1,852 1,708 1,403 1,691
Average one-way fare paid $236.38 $201.46 $175.01 $167.44 $185.95 $171.84 $193.19 $202.93 $170.64 $188.43
Shorter-haul psgrs (up to 750 mi.) 4,104,250 7,565,690 4,500,550 2,930,100 5,305,440 10,322,090 1,032,650 5,370,050 1,292,760 5,113,970
% of airport total 27.1% 27.5% 25.6% 30.7% 40.3% 43.6% 9.4% 31.5% 15.7% 32.1%
Average passenger trip (miles) 479 383 547 480 426 538 307 573 551 3%
Average one-way farepaid 2 $111.02 $82.60 $100.83 $93.24 $82.98 $159.79 $94.00 $177.60 $125.87 $153.95
BY TYPE OF CARRIER: 3
Regular-farecarriers 9 7 7 7 7 6 8 6 8 6
0&D Passengers 13,958,570 19,773,700 14,868,090 7,529,190 7,860,600 22,759,840 6,492,870 16,294,080 7,558,130 14,844,550
% of airport total 92.0% 71.8% 84.5% 78.9% 59.6% 96.2% 59.2% 95.7% 91.7% 93.3%
Average passenger trip (miles) , 1,695 1,742 1,432 1,338 1,603 992 1,953 1,322 1,217 1,232
Average one-way fare paid $207.51 $193.95 $163.43 $156.08 $179.94 $168.41 $218.78 $196.97 $166.55 $179.88
Low-farecarriers * 3 4 1 4 1 3 3 3 3 3
0&D Passengers 1,102,280 6,808,930 2,343,480 1,990,250 5,294,320 622,530 4,424,160 503,870 667,660 737,240
% of airport total 7.3% 24.7% 13.3% 20.9% 40.2% 2.6% 40.3% 3.0% 8.1% 4.6%
Average passenger trip (miles) 1,650 876 974 800 686 1,134 1,301 1,070 1,154 1,059
Average one-way fare paid $143.12 $98.56 $111.44 $101.75 $91.93 $111.60 $132.72 $138.54 $130.39 $124.03
BY TYPE OF CITY-PAIR MARKET:
Markets without
low-far e competition 157 151 178 125 129 202 65 160 130 174
08& D Passengers 12,340,770 12,710,370 9,893,030 4,041,940 4,365,420 20,896,490 3,911,580 14,865,920 6,397,660 14,509,190
% of airport total 81.3% 46.2% 56.2% 42.4% 33.1% 88.4% 35.7% 87.3% 77.6% 91.2%
Average passenger trip (miles) 1,784 1,919 1,748 1,768 1,901 1,003 2,174 1,359 1,363 1,321
Average one-way farepaid 2 $212.04 $213.53 $183.54 $185.11 $211.62 $170.65 $263.24 $202.02 $174.07 $182.62
Low-faremarkets 16 56 44 37 51 7 18 15 16 10
0&D Passengers 2,831,830 14,821,150 7,709,170 5,496,560 8,815,750 2,754,220 7,060,230 2,161,770 1,842,920 1,398,010
% of airport total 18.7% 53.8% 43.8% 57.6% 66.9% 11.6% 64.4% 12.7% 22.4% 8.8%
Average passenger trip (miles) , 1,552 1,255 1,048 948 979 1,222 1,448 1,284 943 782
Average one-way fare paid $160.76 $130.44 $120.76 $114.90 $111.27 $135.72 $139.89 $146.33 $127.33 $122.62
Source: DOT, Air Passenger Origin-Destination Survey , as provided by DOT for use in Competition Plans.

Notes: ‘Total enplaned and deplaned revenue O& D passengers, including zero-fared passengers traveling on frequent flyer program reward tickets.
Excludes passengers in markets that averaged |less than 10 passengers per day and purely-local passengers on commuter carriers.
*Total price paid by passenger, on average, including taxes and PFCs. Includes the diluting effect of zero-fared passengers.
3Pass:enger subtotals may not sum to airport totals due to exclusion of certain low-volume carriers.
*Low-fare carriers as categorized by DOT Office of Aviation Analysisin data provided.
°Low-fare markets were defined by DOT as those city-pairsin which at least one low-fare carrier held a 10 percent or
greater share of O&D passenger traffic.

35




The overall average domestic O&D fare yield at SFO in 2002 was within the range of
fare yields at the other airports selected for comparison. The SFO average fare yield (11.6
cents per mile) was only dlightly higher than at other West Coast airports (10.8-11.3) and
New Y ork-Kennedy (10.8), and it was somewhat lower than at the other three East Coast
airports (13.0-14.4) and Chicago-O’Hare (15.7). (Table 9.9)

When categories of passenger trip distance were taken into account, the average domestic
0&D fare yield at SFO in 2002 was generally comparable to yields at the other airports
except at the extreme distance categories. For trips of less than 500 miles, the SFO fare
yield (28.3 cents per mile) was within the range of fare yields at other West Coast
airports (19.8-33.9) and New Y ork-Kennedy (32.3), but was substantially lower than the
range of fare yields at the other three East Coast airports (40.0-55.2) and Chicago-O’Hare
(41.0). For trips over 2,000 miles, the SFO fare yield (10.2) was higher thanthe range of
fareyields at al other airports selected for comparison (7.4-9.8). (Table 9.9)



Table9.9

COMPARISON OF AVERAGE DOMESTIC FARE YIELDS, BY NONSTOP DISTANCE AND MARKET CATEGORY

SAN FRANCISCO INTERNATIONAL AIRPORT AND OTHER COMPARABLE AIRPORTS
(Calendar year 2002; in cents per mile; number of marketsin parentheses)

OTHER WEST COAST AIRPORTS EAST COAST AIRPORTS
New York-
Nonstop San Francisco Los Angeles Seattle Portland San Diego Chicago-O'Hare Kennedy Newark Miami Boston-Logan
Distance Market Category SFO LAX SEA PD X SAN ORD JFK EWR MIA BOS
OVERALL AVERAGE YIELD® 11.6  (173) 10.8 (207) 10.8 (222) 11.2 (162)] 11.3 (180) 15.7 (171)] 10.8 (83) 14.4  (175) 13.0 (83)) 13.9 (184
Up to 500 All Categories 28.3 (12) 23.4 (14) 33.9 (23) 23.9 (21)] 19.8 (11) 41.0 (40) 32.3 (15) 55.2 (28)] 40.0 )| 49.2 (30)
miles Low-fare competition’ 18.6 (1)] =215 (1) 24.4 (2)] 183 (4)] 18.8 (7] 410 (40)] 28.1 (4) 0.0 0 0.0 o] 23.7 (1)
No low-fare competition 32.6 (11) 35.0 (7)]  50.6 (21) 59.1 (17)] 31.3 (4) 0.0 0.0 48.3 (11) 55.2 (28) 40.0 (4)] 53.6 (29)
No. of carriers:® 2+ 26.6 (4) 24.2 &) 24.4 (4) 19.0 | 213 (5) 41.1 (30)] 46.5 (8) 49.9 (11) 34.5 (2)] s5.0 (13)
1 32.3 (8) 21.4 (6) 52.4 (19) 34.7 (17) 18.9 (6) 39.2 (10) 28.9 (7) 68.1 (17) 47.3 (2) 42.0 (17)
Density:” High 27.8 &) 22.9 (&) 28.8 (3) 21.1 5)] 19.6 (8)] 39.3 (14)] 281 (4) 51.8 (9) 0.0 0.0 49.0 (7)
Medium 40.4 (3)] 836 (2)] 48.0 (13)] =se.8 (3)] 109.7 (1)] 572 (7)] 46.7 4] 841 (10)] 435 (1)  49.0 (10)
Low 31.0 (3) 73.7 (&) 32.8 (7) 43.3 (13)] 37.5 (2) 53.7 (19) 51.5 (7) 37.5 (9) 37.6 (3)] 54.2 (13)
501-1,000 All Categories 17.9 (25) 16.3 (29) 14.4 (34) 15.3 (29)] 16.6 (25) 23.5 (72) 13.0 (11) 20.5 (58) 17.7 (28)] 19.8 (50)
miles Low-fare competition’ 18.8 (1) 17.2 (10) 13.7 (10) 14.9 (10)] 16.4 (9) 12.5 (1) 11.8 (1) 17.7 (9) 17.5 (4)] 14.6 (4)
No low-fare competition 17.4  (24)] 15.0 (19) 15.3 (24) 16.8 (19)] 17.9 (16)] 23.6 (71)]  18.4 (10) 21.4 (49)] 17.8 (24)] 21.7 (46)
No. of carriers:® 2+ 17.8 (20) 16.2 (22) 14.1 (19) 15.3 (21)] 16.5 (20) 23.7 (57) 12.3 (8) 20.5 (49) 17.6 (21)] 17.8 (42)
1 20.3 (5) 18.2 (7) 16.4 (15) 15.0 (8)] 20.0 (5) 21.0 (15) 18.1 (3) 20.6 (9) 18.1 (7| 26.9 (8)
Density:* High 18.2 (5)| 161 (9] 141 (13)] 152 (12)] 16.6 (4)] 236 an| 122 (2| 198 (s 170 (3)] 208 (11)
Medium 15.4 (5)] 20.0 (3)] 20.0 (9) 18.1 (2)] 16.7 (4)] 23.8 (18)] 198 (3) 25.9 (13)] 16.7 (7)] 15.8 (12)
Low 16.4 (15) 17.4 (17) 15.9 (12) 18.2 (15)] 16.7 (17) 21.2 (37) 18.8 (6) 23.5 (31) 18.5 (18)] 19.1 (27)
1,001-1,500 All Categories 13.7 (13) 12.9 (32) 12.4 (26) 11.3 (20)] 12.7 (31) 12.4 (31) 11.9 (13) 13.1 (34) 13.1 (34)] 11.9 (45)
miles Low-fare competition? 10.2 (2)] 106 (1] 12.1 (9)] 108 (10)] 115 (13)] 12.9 (5)] 115 (5)] 10.5 (4)] 105 (4)] 11.0 (4)
No low-fare competition 14.7 (11) 15.1 (21) 12.9 (17) 12.4 (10)] 15.2 (18) 11.9 (26) 13.6 (8) 13.4 (30) 13.4 (30)] 11.9 (41)
No. of carriers: 2+ 13.7  (13)] 126 (27) 12.5 (19) 11.2 (18)] 12.8 28)] 123 25)] 118 (9) 16.2 29l 131 28] 110 (38)
1 0.0 ol 138 (5)] 12.2 (7) 15.5 (2)] 10.8 (3)] 13.8 (6)] 12.3 (4) 16.4 @) 131 (6)] 13.8 (7)
Density:* High 14.8 (2) 13.2 (&) 12.6 (8) 11.5 4)] 135 (6) 12.2 (10) 11.8 (7) 16.2 (10) 13.4 ) 11.6 (11)
Medium 11.5 (4) 10.9 (5)| 10.7 (5) 10.5 5)| 105 (8) 13.8 (5) 15.7 (2) 17.4 (8) 12.5 (11)] 12.7 (9)
Low 11.7 (7) 12.3 (19) 12.7 (13) 11.3 (11) 12.5 (17) 14.3 (16) 14.2 (4) 17.6 (15) 12.2 (17) 14.4 (25)
1,501-2,000 All Categories 10.9  (41) 9.9 (55) 10.3 (54) 10.4 (38) 9.9 (53)] 101 | 11.2 (13) 12.2 (23)] 11.5 (7|  12.7 (24)
miles Low-fare competition? 7.6 (5) 8.8 (14) 8.0 (18) 8.5 (8) 8.6 (9) 8.4 (1) 11.0 (3) 0.0 0.0 0.0 0.0 12.1 (1)
No low-fare competition 11.2  (36)] 10.7 (41) 11.2 (36) 11.0 (30)] 10.6 (44)] 10.4 (20)] 12.4 (10) 12.2 (23)] 115 ()] 127 (23)
No. of carriers: 2+ 10.7 (37) 9.3 (50) 9.6 (47) 10.3 (36) 9.8 (44) 10.1 (17) 11.1 (8) 12.2 (20) 11.4 (6)] 12.8 (20)
1 11.3 (4)] 12.1 (5)] 12.1 (7) 12.1 (2)] 10.3 (9)] 10.3 (4)] 115 (5) 13.4 (3)] 14.4 ()] 12.4 (4)
Density:* High 11.1 (8) 9.9 (13) 10.3 (11) 11.2 (6) 9.7 (9)] 101 an| 112 (4) 12.3 5 114 (] 131 (4)
Medium 9.7 (7) 9.3 (12) 10.3 (13) 8.9 (12) 9.7 (8) 10.1 (5) 13.3 (1) 12.0 (5) 0.0 O 11.9 (7
Low 10.2 (26) 10.7 (30) 10.0 (30) 10.5 (20)] 11.5 (36) 11.3 (5) 11.0 (8) 12.2 (13) 11.7 6)] 11.0 (13)
Over 2,000 All Categories 10.2 (82) 9.2 (77) 8.2 (85) 8.0 (54) 8.7 (60) 7.4 (7) 9.8 (31) 9.2 (33) 9.1 (10) 8.7 (35)
miles Low-fare competition? 8.3 (7) 7.7 (14) 7.5 (5) 6.3 (5) 6.8 (13) 7.4 (7) 7.1 (5) 7.4 (1) 7.3 (1) 8.7 (35)
No low-fare competition 10.5 (75| 10.2 (63) 8.3 (80) 8.4 (49) 9.9 (47) 0.0 0.0 11.6 (26) 9.5 (32) 9.9 (9) 0.0 0.0
No. of carriers: 2+ 9.9 (74) 9.2 (66) 8.1 (78) 7.9 (51) 8.7 (54) 7.4 (6) 9.8 (27) 9.0 (31) 9.1 (10) 8.6 (33)
1 13.7 (8) 9.5 (11) 10.2 (7) 10.4 (3) 11.3 (6) 10.3 (1) 8.7 (4) 10.8 (2) 0.0 (0) 10.2 (2)
Density:* High 10.4 (25) 9.2 (30) 8.2 (20) 7.9 (6) 8.7 (18) 7.6 (2) 10.0 (10) 9.3 (10) 9.4 (2) 8.8 (11)
Medium 8.3  (20) 8.7 (13) 7.8 (22) 7.9 (22) 8.4 (17) 6.8 (3) 7.1 (7) 8.0 (8) 6.9 (1) 7.6 (8)
Low 9.4 (37) 10.2 (34) 9.5 (43) 8.9 (26) 9.7 (25) 9.4 (2) 8.7 (14) 9.4 (15) 7.6 (7)) 8.7 (16)
Source: DOT, Air Passenger Origin-Destination Survey , as provided by DOT for use in Competition Plans.
Notes: *Average price paid by passengers, including taxes and PFCs, divided by average (nonstop) city-pair distance traveled.

2City-pair markets in which at least one carrier held a 10 percent or greater share of O&D passenger traffic.
SNumber of carriers that held a 10 percent or greater share of O& D passenger traffic in each city-pair market.

"Average passengers each day in each direction, defined for this analysis as: High—over 100; Medium—25 to 100; Low—5 to 25.
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