flybangor.com

OLeT Gr SGRTATIGH
INTEF\mAGﬁ%ﬁ AIR)PORT
A L] ~
geiPe 7 Pl 1: 02

April 15,2002

Docket Operationsand Media Management Division
svc-124

Room PL-104

Department of Transportation

400 7" Street SW A0 11590 - gys

Washington, DC 20590
Re: Small Community Air-service Development Pilot Program
Attention Review Committee:

Attached please find Bangor International Airport's Proposal under the Small
Community Air Service Development Pilot Program for your review. During the last
decade the Airport experienced a significantdecline in commercial air service and
passengers. In an effort to regain air service and passenger market share, the Airport
began a proactive marketing campaign in 2000.

Now in its third year, the marketing program is beginning to show signs of success.
However, declining revenues, particularly post-September 11™, pose challenges. Funding
available under the Small Community Air Service Development Program would be a
significant enhancement, thereby ensuring the continuation of BGR's growth.

Thank you for your consideration. Please feel free to contact me if you have any
questions or if you need additional information.

Sincerely,

Aeleccar .
Rebecca L. Hupp, A AEE.
Airport Director, Bangor International Airport

287 Godfrey Boulevard, Bangor, ME 04401 USA Tel: 207.947.0384 Fax: 207.945.3607 admin@flybangor.com
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HISTORICAL PERSPECTIVE
EXECUTIVE SUMMARY

* Bangor InternationalAirport (BGR) is a small, regional airport located in Bangor, ME.
The Airport is owned and operated by the City of Bangor, Maine as an enterprise entity.
Tab 1

» The Airport serves an immediate market area of approximately 170,000 people and a
broader MSA of approximately 478,000. The market, located in the Northeastern United

States, is geographically remote. Tab 2

* The Airport is the principal point of economic access and developmentfor a large part

of the State of Maine.

* Ina deregulated environment, BGR’s marketplace poses economic, geographic,

and demographic challenges to the revenue expectations of resident carriers.

» The post-deregulationera brought changesto the region’s air service. Not all changes

were positive. Tab 3

» Accordingly, by the early 90's BGR’s 'traditional’ largejet services started to unravel.
~ In 1993 United Airlines discontinued twice daily one-stop large jet service to

Chicago O'Hare (ORD).

— In 1995 Delta Air Lines ‘realigned’ service at BGR, discontinuing non-stop large jet
hub service to Boston (BOS) and replacing it with a regional affiliate turboprop service
and one-stopjet service over other cities.

- In 1996 and 1997 US Airways discontinued seasonal non-stop large jet service to

Pittsburgh (PIT) and Philadelphia (PHL), respectively. Tab 4
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The regional advent of low-fare ‘discount'jet carriers coupled with the broader availability
of lower priced fares at larger, competing airports significantly impacted the Airport.
Tab 5

Following a spring announcement, in June of 1998 Southwest Airlines commenced
service at Manchester, NH (MHT) with 12 daily flights. Although, MHT is an arduous
9 hour round trip drive, BGR'’s passengers chose MHT without calculating the full cost
of that decision. Tab 6

The Bangor region does not meet the Southwest criteria for 750,000 enplaned passengers

per route annually. Tab 7

BGR's passenger market shifted dramatically. Faced with the dominant perception
- real or otherwise — that BGR’s fares were too high, that BGR lacked bigjet service,
and that airlines were fleeing BGR, as many as 33%oo0f the region’s passengers gave up

and sought service elsewhere. Tab 8 [Leakage summary and full leakage report]

The downward spiral at BGR accelerated. Passengers continued to decline, yields
suffered and the character of the local air service underwent further dramatic and

unsettling changes. Tab 9

The biggest blow came on December 2, 1998. In a surprise announcement, Delta Air Lines
unilaterally announced plans to leave the market. Delta, a perennial hometownfavorite,

had loyally served the market for over 30 years. Tab | O

The announcementthat Delta was replacing the ‘bigjets’ with regional jets was less than
well received by the traveling public. Delta Air Lines flew its last flight on March 2, 1999,

to much public lament. Tab 11

Over in Manchester, however, a different story was playing out. With the advent of
Southwest one route alone saw a 4,500% increase in passengers and a 71% drop

in fares. MHT emerged as the fastest growing airport in the United States. Tab 12

BGR &

INTERNATIONAL AIRPORT



A proposal to the Department of Transportation

Meanwhile, the blows at BGR continued. In September of 1999 Continental Airlines’
regional affiliate, Continental Express, suddenly announced plans to abandon the

Airport — the carrier was gone within 30 days. Tab 13

The Southwest, Delta, and Continental announcements fueled furor and questions over

the future the Airport.

BGR did not sit idly by. In 1999 State, Local and National officials convened an emergenc
Task Force. The Task Force issued a report and the State of Maine ultimately extended

$800.000 from the State’s General Fund to support marketing and promotion of

BGRto the reaion’s passengers. The fundina was intended as a match for the

Small Community Air Service Development Grant. authorized as part of AIR-21,
but not then funded. (The fiaure of $688.000. reauested in this proposal, is $112.000

LESS than the $800.000 provided bv the State of Maine.)
Tab 14 [Task Force Summary and Full Task Force Report]

BGR and the City of Bangor immediately implemented a new marketing program

committed to the development of domestic air service. Tab 15

Carefully crafted strategic and tactical marketing efforts are producing results. At present,
the Airport's negative domestic passenger growth has been arrested and is trending

upward. Tab 16

BG&‘ } % .
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BGR'’s innovativetactical incentive marketing program has been a significant contributor

to BGR recovery since the dramatic decline in air service. Tab 17

The availability of less expensive fares is increasing, yields are improving, competition
is returning to the market, carriers are expanding and equipmentis being upgraded.
Tab 18

There is much moreto do. The journey back to competitivenesshasjust begun.
BGR’s revenues have yet to rebound and a partner is needed to ensure the continued

success of BGR'’s innovative and progressive marketing and promotional programs.
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AIR SERVICE SYNOPSIS

Present Air Service

BGR'’s present air service situation is perhaps best summarized as stable yet fragile.

The Airport is able to offer the travelling public a modest range of options consisting of
connectivity via four hubs (CVG, PHL, BOS, LGA), an increasing number of regionaljet
flights, and one leisure oriented large jet flight to Florida (SFB) with an intermediate stop
at Baltimore (BWI). The service mix is highly seasonal, with the peak occurring during the

busy Maine summer months, and airline presence is via regional, express Or niche carriers.

BGR has 21 daily nonstop departures the majority of which are jet service.

Of the current daily total seat capacity of 886, 76.3% are seats on jet flights while 23.7%

are seats on turboprop flights. Tab 19

Air Service Deficienci

New and/or expanded regionaljet service to national hubs on network carriers is critical
to the economic health of the Bangor region’s marketplace. The Airport and its air service
consulting group, have identified the addition of new service by new or resident carriers
to hubs as a priority. At present, the Airport lacks non-stop service to Chicago (ORD),
Detroit (DTW), Washington-Dulles (IAD), Newark (EWR), Cleveland (CLE), Atlanta (ATL),
and Pittsburgh (PIT).

Obtaining new service to one or more of the aforementioned is a reasonable goal. In addition,
an increase in service to at least one existing hub, Cincinnati (CVG), whether through an
additional flight or increase in airplane size, would also assist in relievingcapacity deficiencies.
Tab 20

BGR &
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Eare Comparisons

Consumers want low fares. Southwest and Jet Blue aren't coming to Bangor. The marketis
too small. 'Low fares, therefore, are a function of availability. Growth in carriers and seats will
increase competition in the Bangor market. Competition results in lower fares and/or at least
a greater availability of already low fares. That is, as a practical matter, how competition ‘works'
to lower fares at smaller airports like BGR.

Tab 21 [Expert opinion: Jon Ash, Managing Director, Global Aviation Associates Ltd.]

Professional Assistance

BGR employs an advertising and marketing communications agency to create and produce
all the airport's advertising and collateral requirements. The agency is also responsible for
all media planning and buying. At present Boston Fox Tigue International LLC (hereinafter
"the Agency") enjoys a contractual relationship with the City of Bangor to provide Bangor
International Airport with advertising, promotional and related marketing services. All work
is carefully coordinated betweenthe Airport and the Agency.
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THE ACTION PLAN - MARKETING PROPOSAL

INTRODUCTION

The timing of the Small Community Air Service Development Pilot Program is perfect for
Bangor InternationalAirport (BGR). As will be seen from the first section of this document =
"Historical Perspective" — BGR has had promising success in response to its long term
Marketing Plan. Following the appointment of a national advertising and marketing communication
agency, the Airport embarked upon a structured plan to develop the 'BGR brand' to counter
the growing tendency of current and potential passengers excluding the Airport from their

portfolio of choices when making vacation or business travel decisions.

Simply stated, after a history of little planned marketing activity, by 2000 the Airport had lost its
'share of voice' in what had become a very competitive marketplace. This downturn in passengers
coincided with major changes in the airline industry and created a very real threat that BGR

would become marginalized and not able to control a continuing downward spiral.

The Airport had two choices — stand by and watch its rapid decline or fight back by taking a
confident marketing stance and by being proactive. In 2000 BGR began to fight back and in
the short two-year period since has visibly made advances in existing and potential passenger

awareness, real passenger numbers, achieving new routes and upgrades.

L —

BANGOR
INTERN,
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From being in serious decline, BGR is now much more respected by its passenger
catchment area and its airline partners. But there is much more ground to make up
and available funding is limited. This is the central point of the Airport's proposal.
BGR has proven that, as a small community airport, it has significant potentialto
provide increased service for its catchment area and we know we are able to provide
increased business for our airline partners. An injection of funds now —to be utilized
over the next 12-18 months — will deliver BGRs marketing objectives and continue our
growth pattern. New funding will be used to further attract and improve air service
allowing BGRs available marketing budgetto be apportioned more directly to
continuing strategic advertising campaigns.
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CONSIDERATIONS NOTED IN PREPARING THE MARKETING PROPOSAL
In formulating this plan we have used the following guidelines:

1. The proposals made in this documentmust provide a return on the Department of
Transportation’s investment. Therefore, BGRs Action Plan must clearly set out the specific

issues being addressed and the marketing activity plannedto deliver the required objectives.

2. The marketing activity in our Plan must be realistically attainable. (This has not been
a difficult aspect to address because of BGR’s proven success rate over the first 18

months of its relaunch activity.)

3. All aspects of our strategic plan must be directly measurableto enable straightforward

and speedy reporting to the Department of Transportation.

4. Within the bounds of the marketplace activity that BGR can control, the Airport must
formulate a plan that upon its completion will result in real, ongoing and long-term

improvementsin answer to the set objectives.
5. Because of the basic economics of the current air transportation marketplace, and the
marketing activity the Airport has undertaken since 2000, BGR is best poised to deploy

its very sound grasp of how to apportion limited funds to accomplish real gains.

6. BGR should confirm its intent to continue its marketing activity alonaside and after the

DOT grant funding has been implemented - thereby making the very best use of funding.
7. The Airport must, as it always has, work closely with local community partners.

8. BGR must be mindful of other Maine airports’ likely responsesto this development grant

because BGR’s geographic location can benefit from these airports (as they can from BGR).
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MARKETING OBJECTIVES

1. To attract new air service (at as high a frequency as possible) to BGR that is both realistic
and viable — “realistic” because it is understood the economic constraints to which the
airlines have to work; and “viable” because BGR cannot approach airlines for new

service that will not deliver their objectives.

Note: BGR has identified the following US airports as viable new routes/
upgrades: Atlanta, Chicago, Cleveland, Detroit, Philadelphia, Pittsburgh,
Washington (Dullas).

2. To increase the frequencies of existing carriers.

3. To maintain existing jet service and to transition to all jet aircraft on routes flying from
Bangor to connecting hubs — within existing industry limitations — continuing BGRs

success in this respect.
4. To heighten regional passenger awareness of the air service available at BGR.

5. To continually grow BGRs passenger base — by 10%over the course of the Program —
stimulating demand to ensure current repeat passengers remain loyal to the Airport,
and marketing to new potential passengers within BGR’s catchment area who are
either not considering BGR in their travel plans or who would use BGR if presented
with attractive reasons to do so. By demonstrating an increase in passengers BGR

will much more forcibly be able to approach airlines for new service.

Note: The Airport has a sufficient potential passenger base to supporta

substantial increasein air service.

6. To develop promising inbound passenger markets by working closely with airline partners
via tactical airline incentive advertising and, as the individual marketplaces develop,

via BGR-sponsored strategic local advertising campaigns.

7. To offer incentives to travel agents to book BGR; and to promote the use of travel

agents to the region’s passengers.
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IMPLEMENTATION OF THE MARKETING OBJECTIVES AND THE
ALLOCATION OF NEW FUNDS

BGR has initiated strategic brand advertising, tactical airline incentive advertising, and inbound
marketingto the degree that it proves the Airport is very responsive indeedto proactive campaigns.
A small scale outreach programtargeted at travel agents is continually implemented by BGR
but is in need of funding to raise its profile. And research is very much required to support every

aspect of the Airport's marketing activity — as key input data and for local and DOT reporting.

In the strategic and tactical campaigns identified below, the Airport will maintain the overall

market positioning and advertising tone of voice it commenced in 2000.

NOTE: The following sets out the marketing cost for each category funding request.
A line item financial summary has been includedto enable a preference

ranking to be made ifthat is necessary.

Strategic brand advertising

An injection of funding into BGRs marketing budget will enable the Airport to focus its ongoing
available funds on its vital, strategic, passenger-building campaign. InBGR's particular Set of
circumstances — geographic location, summer and winter vacationing, mindset of the populace —
it is necessaryto mount an early Spring and Fall campaign to catch the decision process for

different vacation seasons.

As detailed in this document, because BGR has been very responsiveto direct advertising
promotion, it is the Airport's objective to be able to afford a third, mid-year campaign =
between May and November —targeted at its region to maintain the response and passenger-

booking momentum gained by the Spring campaign and take it through to the Fall campaign.
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An extensive and detailed analysis of BGRs local, metropolitan and outer media regions has
been carried out with the objective of combining the widest possible media reach in the most
economicalway. This has resulted in a media ranking of all the regions' television and radio
stations, and daily and weekly newspapers covering, as relevant, audience penetrationand
demographic profiles. All television media (network and cable) has been analyzed by county,
all radio media has been analyzed by radio market, and all newspaper media has been
analyzed by city/town. The airport nOW has a 'full’ schedule that is deployed for ongoing
strategic advertising and a series of 'secondary’ schedules that may be utilized for specific

promotional purposes.

The 'full' strategic media schedule covers a standard five/six week campaign. The network
television element comprises the regions'three television networks (NBC, CBS and ABC),
delivering a coverage of 97.5% of the target audience (adults 25-54) who will see BGR
commercials at least 11.5times. The cable television element utilizes three prime vacation
and business-travelling audiences via the Lifetime,CNN and A&E networks (regional statistical
data not provided by the stations). The radio element includes 14 stations covering 13
cities/towns delivering a coverage of 43.5—48.5% of the target audience (adults 25—-54)
who will hear BGR commercials at least 8.5-10.8 times. And the newspaper element

comprises the Airport's three key daily publications and seven of the region's weeklies.
This mix of media enables BGR's advertising message to be maximized —television delivering
the overall branding, radio having the flexibility to provide fuller information, and newspapers

including key elements of ticket price and airline detail (as relevant).

Cost per extra strategic campaign

targeted at potential passengers: $130,000

10
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Tactical airline incentive advertising

BGR has proventhat when it approaches its airline partners with sound economic logic to
either bring a new route to the Airport or upgrade existing equipment, and then add to its

proposal the promise of specific advertising support, the airlines listen, take note and act.

Following such proposals Pan Am initiated flights to Orlando (and onward to San Juan) and
to Baltimore (and onward to St. Petersburg); American Eagle upgraded its New York turboprop
service to a regionaljet; Delta Connection initiated Boston service with a regionaljet;

and, as a direct result, American Eagle also upgraded its Boston service from turboprop to
a regionaljet. BGR has identified further key airport hubs —Atlanta, Chicago, Cleveland,
Detroit, Philadelphia, Pittsburgh, and Washington (Dullas) — as very viable further destinations

to offer its passenger base.

Over the coming 18 — 24 months BGR wishes to continue discussions with current and
potential airline partners — Continental/Continental Express, Delta/Deita Connection,
Northwest/Northwest Airlink, Pan American Airways, United Airlines/United Express and
US Airways/US Airways Express. However, funding is not currently available to continue

this incentive program.

All outbound advertising follows the same media format as outlined in the Strategic Brand

Advertising section.

All offered advertising support is implemented and controlled by BGR and BF T Intemational,
its advertising agency, thereby ensuring that the promotional funding is actually applied to
the specific route. To maximize available funding, the Airport is also careful to balance
promotional funds offered to an airline againstthe potential of the new route/upgrade.
Such promotional activity is separate and in addition to the Airport’s ongoing passenger

increase advertising campaign.

Cost of tactical airline incentive advertising
over an 18 month period: $130,000

11
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Air servi roposals

Air service decisions are based largely on economic forecasting. In general, route selection and
revenue forecasting requires a sophisticated analysis that is generally beyond the ability of the
Airport. To that end, the Airport employs the specialized services of a consulting group skilled in
the formulation of air service proposals. The revenue projections generated by the group,

in industry format, are criticalto convincing an airline that BGR will be a profitable investment
of their equipment. BGR envisions creating and/or updatingtwo additional proposals in the

immediate future in support of efforts to expand/upgrade service to national and regional hubs.

Cost for implementing two proposals: $24,000

Inbound marketing

While the main thrust of any future BGR campaign is always going to be targeted against the
‘outbound, central Maine region, carefully and economically planned advertising has been
successfully tested since 2000 in BGRs ‘inbound’ locations (for example, Florida and
Pennsylvania). Currently the Airport cannot financially support inboundflight promotion
which is a missed opportunity to increase enplanement and ensure flights have satisfactory

passenger loads in both directions — particularly relevantto a location like Bangor.

Bangor and central Maine is a relatively affordable region in which to purchase advertising,
but the areas surrounding the identified new route airports range from moderately expensive
to extremely expensive. BGRs advertising agency can economically buy media across the US,

but even when narrowing the media options significant costs apply.

In line with those airport markets identified as viable new routes/upgrades, BGR will consider
promoting in Atlanta, Chicago, Cleveland, Detroit, Philadelphia, Pittsburgh and Washington

— and currently has a media plan ready to implement for the Baltimore/Washington region.

Cost of inbound advertising
over an 18 month period: $150,000

12
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Travel Agents are essential to the long-term success of BGR. Travel Agents make critical
recommendations regarding airport and flight choices to regional consumers. Accordingly,
the Airport places a high priority on ensuring that travel agents include competitive options

from BGR as part of travel ideas recommendedto their clients.

The Airport firmly believes that the loyalty and dedication of regional agents towards using
and growing local air service by encouraging and promoting BGR should be rewarded.
New funding would enable this to be achieved via an incentive sales promotion supported by

specific trade advertising to enthuse agents and demonstrate BGRs serious intent.

The Airport's “Fly Through Bangor” travel agent campaign will be specifically designed to
reward agents who book BGR. All regional travel agents will be eligible to participate and

the program will be structured as follows.

Each participating agent is ranked on how many seats they book from Bangor during the
promotion. The top-booking agents will receive promotional gifts from the Airport, ranging
from a one-year use of the "BGR Bug" (a Volkswagen Beetle bearing the Airport's logo)

to personal digital assistants and apparel.

Each participating agency will be requiredto
submit booking data, which is subsequently
used by the Airport to bolster air service
proposals. The program would be accompanied

by a direct marketing campaign aimed at

encouraging travel agent use of BGR as a
'win-win' situation for agents, passengers,
and the economic health of the region. Concurrently, the Airport would expend funds on

tailored media aimed at encouraging the region's passengers to use their local travel agent.

Cost of sales promotion, direct marketing

and advertising support: $41,000

13
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Itis the goal of BGR to reward loyal, repeat passengersvia a practical, cost-effective
promotionthat ties in to travel agents and the Airport directly. BGR’s passenger incentive
program is designed to attract existing passengersto increase the number of times they

fly out of the Airport, and to attract potential passengersto use the Airport.

Itis called “The Bangor /nternational Airport \V/IP Passenger Program” and works as follows.
Any passengerwho books three or moreflights from BGR during a calendar year will be
eligible to apply for a pass-cardto an executive lounge. The lounge offers amenities for
business and leisure passengerswell beyond those found in the common areas of the
domestic terminal. Passengerswill also receive an airport gift bag comprising branded
items with high-perceivedvalue. Such a promotion will engender loyalty from BGR’s
catchment area — it being very much a Maine-style promotionto demonstrate that BGR

cares about its passengers and rewards loyalty.

Cost of promotion (inclusive of ‘gift’ items

and all administration): $30,000

Research

Researchwill be undertakento quantify the effectiveness of the marketing dollars used in

the Airport's current marketing campaign and any further funds received from the SCADP.

Although unaffordable to date, research to qualitatively test (via focus groups) existing and
potential passenger perceptions would be very valuable to feed back into BGR'’s ongoing
strategic advertising campaigns, to support existing airline partnership marketing, and to support
new route discussions. Such researchwill be used intandem with the passenger measurement
statistics collected by BGR on an ongoing basis, thereby enabling the Airportto present

both quantitative and qualitative data to airlines.

14
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BGR and BFT International (its advertising agency) will implement this research in the most
productive, yet economical, way. The researchwill be designed to address the real and
perceived issues pertinent to the Airport's target audience and will have the clear objective
of providing the most effective informationwith which to feed back into ongoing strategic

and future tactical promotional campaigns.

A benchmark study will be conductedto provide a comparative base in BGR's passenger
catchmentarea (and, possibly, as a further aid to planning, outside Maine in a carefully
selected region). The study would encompass the examination of existing BGR perceptions
(and how these have changed over recent years), existing and potential passengers' decision
process as to why and how they chose an airport (examining specifically why BGR often
wrongly loses out to Manchester, NH, because of a lack of correct comparison), and an
in-depth study of how BGR can better serve its community. In such research many useful

ancillary aspects also come to the fore.

In advance of the proposed research being costed in detail, it is proposed to implementtwo
to four initial focus groups in Maine and a similar number in one or two states served by BGR.
The researchwill then be mirrored after approximately one and two years to measure shifts

in attitude and to evaluate the results of the Airport's marketing activity.

Cost of research project — base study and

a one year follow-up (Maine only): $42,000

Web-based communicationsand information are critical to maintaining passenger awareness
of the Airport's current portfolio of air service choices. BGR prides itself on providing a world-
class website containing concise information regardingthe Airport. Further development of the

website, to keep up the standard achieved, will include third-party airline schedules to better

assist passengersin arranging flights to and from Bangor.

Cost of continuing website development and

augmentation with real-time flight schedules: $11,000 15
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SUMMARY OF ""EXPECTED FEDERAL CONTRIBUTION"* MARKETING FUNDS

The following summarizes the range of activities BGR proposes as its requestto the DOT

* Strategic brand advertising — two 'additional' campaigns: $260,000
e Tactical airline incentive advertising: $130,000
e Air service proposals: $ 24,000
+  Inbound marketing: $1 50,000
* Travel agent incentive program: $ 41,000
« Passenger incentive program: $ 30,000
* Research: $ 42,000
*  Website = continued development: $ 11,000
e TOTAL: $688,000*

* |If one 'additional’ strategic brand campaign = $558,000

Funds Usage and Monitoring

All funds received will be used strictly for aviation related purposes, as defined in current
federal law and within the dictates of the Pilot Program. Accounting of program funds will
be performed by the City of Bangor, with quarterly reports generated for submissionto the

Department detailing expenditures. Tab 22




Landing Fees

Land & Building Rents

Fuel Fees & Sales

Terminal Fees

Ramp Fees

Overrides

Parking

Hangar & Tiedown Rents
Ground Handling Fees
Security Screening
Miscellaneous
Interestincome

Marketing Grant - State of Maine
Study Grant - State of Maine

Payroll & Fringe Benefits
Supplies

Communications & Ultilities
Contractual Services
Legal

Insurance
Advertising/Marketing
Custodial Services
Miscellaneous

Interest Expense

Net Income Before Depreciation

Depreciation
Net Gain/Loss

OTHER BUDGETINFORMATION

AIP Grants

Outlays
Principal Payments Made/Due

Principal Payments Received
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PREVIOUSAND CURRENT FINANCIALYEARS' BUDGET SUMMARIES

$ 661,283 $ 649,130
$ 1,020,543 $ 1,102,988
$ 2,928,720 $ 2,812,571
$ 517,147 $ 503410
$ 59,855 $ 58,503
$ 1,039,666 $ 973,053
$ 527,182 $ 588,723
$ 281,580 $ 287,505
$ 1,387,108 $ 1,494,487
$ 281,829 $ 239,422
$ 154,398 $ 322,301
$ 1,108,186 $ 1,068,198
$ 800,000
$ 20,000
$ 9,996,497 $ 10,900,291
$ 4,235591 $ 4,355,951
$ 675421 $ 644744
$ 775785 $ 959,007
$ 973927 $ 1,007,593
$ 131,183 $ 31,378
$ 166,395 $ 160,199
$ 217,752 $ 994,008
$ 254004 $ 264933
$ 155182 $ 209,168
$ 308,770 $ 299007
$ 7,892,010 $ 8,926,078
$ 2,104,487 $ 1,974,213
$ 1,833,097 $ 1891529
$ 271,390 $ 82,684
$ 2,260,802 $ 3,073,827
$ 3,777,918 $ 5,066,804
$ . $ 260,796
$ 124,277 $ 127,396

Airport operating budgets = FY: 7/1/99-6/30/00. FY: 7/1/00-6/30/01, FY: 7/1/01-6/30/02
FY: 2000 FY 2001 FY: 2002

$ 653200
$ 1,112,500
$ 2,860,400
$ 538,500
$ 53800
$ 930,000
$ 535,000
$ 290,000
$ 1,399,700
$ 306,300
$ 183599
$ 1,050,000

o

9,913,099

4,743,998
659,799
896,976

1,099,698
125,000
172,600
401,000
280,000
104,150

$ 297,085
$ 8,780,307

PDAPBDANDNDAY

$ 1,132,792

$ 1.923565
$ (790,773)

$ 2,863,139
$ 4,826,532

$ 388,730
$ 130,627

BGR 4

ATIONAL AIRPORT
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Planned financial contributions — City of Bangor, State of Maine. DOT - FY: 7/1/02-6/30/03

LOCAL - CITY OF BANGOR

BGR Passenger Growth and Retention Competitive Media Campaigns

Fall Media Campaign--Outbound (Creative, Production, Media) $139,500
Spring Media Campaign--Outbound (Creative, Production, Media) $139,500
Tactical Ongoing Media (Regional weekly banner ads) $22,000
Agency Nominal Expenses (nominal, travel, shipping, etc.) $2,500
Agency Management Fee (covers all BFT projects - unchanged since inception) $39,600 $343,100

BGR Air Service Development Projects

Air Service Proposals (1) $12,000
Airline Co-op Matching Advertising Funds $2.500 $14,500

Community and Regional Outreach Programs and Media

BGR Market Area Chamber Memberships (Outreach Program) $2,500
OutreachTrade Shows $5,000
Charitable/Community Support Advertising $750
Airport Employment Advertising $750
Promotional Iltems BGR General) $3,000
B3R Special Event Hosting $750 $12,750

BGR General Passenger Information and Development Marketing

Web Site Maintenance and Upgrades $4,000

Misc. Advertising $500 $4,500

General and Corporate Aviation Marketing and Development

GA Pro Pilot Magazine Advertising Media (US Coverage){6x insertions) $26,000

Promotional Items (GA) $1,750

GA Acukwik Pilot Guide Ad Buy $1,600

Creative, Designand Production of GA advertising $750 $30,100
Sub-total: $ 404,950

ANTICIPATED STATE CONTRIBUTION

In 1999, the State of Maine set funding aside for BGR

in the amount of $800,000 as an intended match to

the SCADP. The funding appropriationwas subsequently
not maintained. However, BGR will continue to request
state funding for specific new routes/upgrades.

REQUESTED FEDERAL CONTRIBUTION

Page 16 Sub-total: $ 688,000

TOTAL: $ 1,092,950
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QUALIFICATIONSAND GRANT DETAIL

Governing Language

This proposal and application is respectfully submitted based on the DOT Order 2002-20-11,
issued February 13, 2002, soliciting community proposals pursuantto statutory authority
creating the Small Community Air Service Development Pilot Program, as established pursuant

to Section 203 of the Wendell H. Ford Aviation Investmentand ReformAct for the 21st Century.

Program Eligibility

Bangor International Airport (BGR) hereby declares that, pursuantto P.L. 106-181 and any
amendments thereto that it is a small hub airport as defined in calendar year 1997 in

accordance with the aforementioned public law and/or 49 U.S. C. Section 41743 (C) (1).

Scope of Grant

The scope and focus of the grant, as outlined in the Action Plan Objective, is to enhance
and/or attract new service by promoting awareness of air service options and opportunities
amongst regional passengers. The scope includes increasing frequencies, adding new
routes, and upgrading equipment — all in a manner crafted to enhance air service offerings

responsiveto community and regional needs, with long-term implications and benefits.
The scope of the program does not include efforts to attract new or sustain existing carriers

through revenue guarantees or operating costs offsets. Nor does the scope of the program

include any financial incentives to incumbent carriers to lower fares.

19
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The City of Bangor, Maine, is the program sponsor. The City of Bangor, as incorporated,
will execute the Grant Agreement and will also serve as official co-sponsor on behalf of the

local non-public organizationjoining in sponsorship of the program.

BGR is uniquely situated. The Airport is owned and operated by the City of Bangor, Maine.
As such, it is operated as an enterprise entity and must be self-sufficient. Stewardship of
the airport, however, is a public concern. The Airport is directly overseen by a Business
and Economic Development subset of the Bangor City Council, and, as such, is responsive

to the body politic and public via the City’s leadership and the public’s input thereby.

Accordingly, community involvementand support is a critical component of air service
enhancement efforts undertaken by the City of Bangor. The City is proud to have The Bangor
Region Chamber of Commerce as a co-sponsor and partner in the project. The Chamber

represents approximately 870 business member. Tab 23
irsi undside and or itv Related Project
There are no airside/groundside or capacity related projects for which Airport Improvement

Programfunds are being sought. Nor are there any Federal AIP funds obligated for or intend-

ed to be obligated for any capacity project eligible under the Program. Tab 24

Staffing

No additional staff members are anticipated as part of the program. Airport and Agency

staff will be sufficient.

BGR

s
INTERNATIONAL AIR
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Benchmarking Success and Program Evaluation

As outlined in this document, under the Action Plan section, the Airport has set forth realistic
air service improvementgoals that include passenger growth, route additions, equipment

conversions, and route expansions. Page 14

All are capable of verification and the program’s success will be measured qualitatively and

quantitatively:

a) Viathe measurementof actual passenger numbers, new routes and equipment upgrades.

b) Via potential passenger response to marketing and advertising activity.

¢) Through the implementation of qualitative market research.

All reported data will be further used to feed back into BGR’s future marketing activity to

fine-tune and enhance the promotional message.

ification of Achi

The Program Sponsor will promptly notify the Department of Transportation’s designated
representative(s) in writing of the attainment of any program objectives as the objectives

outlined in the Action Plan are reached.

21
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SUMMARY OF REQUESTED INCLUSIONS OF GRANT REQUEST

(APPENDIXB, PAGES 2/3)

« Cover letter describing Grant Request:
* Airport operating budgets:

» Primary objective of the plan:

* To be accomplished:

* Notto be accomplished:

*  Study to be conducted:
» Hiring of full-time equivalent positions:

« Use of local universitiesin travel-related
surveys:

» Hiring of consulting/public relations firms:

+ ExistingAction Planthat a Federal grant
will assist:

*+  New program?
« Airside or groundside capacity-related projects:

* FederalAIP funds for any Federal-eligible
identified project.

« Constructiontime of Federal-eligible projects:
 Measurementof Action Plan effectiveness:
» Budget for near term — local, state, Federal:

* Projected budget for mid-term and long-term
— expected local and state contributions:

At the beginning of this document.
Page 17.

Page 8, point 1

Page 8.

All the objectives listed are viable and
attainable based on allocated budgets.

Page 14.

None - page 20.

None.

The Airport's existing contracted
advertising agency, BFT International LLC,
will assist BGR to implement the plan.
Funding: Page 18.
Program: Tab 16.
Recent airport history: Tabs 1-15
(No5, 100r 20 year plans.)

Ongoing program — Objectives: page 8.
None — page 20.

None.

None.
Page 21.

Summary: page 18; Federal budget
request: page 16.

BGR's long term market planning is
based on the overall objectives and
tenets outlined in this document.

GOR

ATIONAL AIRPORT
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THE CITY OF BANGOR
Overview

The Bangor metro area's population is currently under 100,000, but Bangor has all the
amenities that can be found in much larger cities without suffering from their problems.
In fact, the lasttwo editions of Macmillan's Places Rated Almanac have rated Bangor highest

of any of the North American metro areas with populations under 100,000.
SERVICES

Bangor provides professional, financial, retail, transportation, medical and government
services to a huge geographic area. Whatever the needs for specialized professional

services, Bangor firms can handle them directly or through their professional affiliations.
EDUCATION

Bangor has an outstanding public school system, as do surrounding communities in the metro
area. The University of Maine, Husson College, Bangor Community College, Eastern Maine
Technical College, Beal College, and Bangor Theological Seminary are all located here,
providing a plethora of choices for degree programs and convenient access to lifelong

learning experiences and employee training opportunities.
LEISURE

Our area provides outstanding shopping, entertainment, and cultural experiences in both small
and large venues. Bangor's historic Downtown offers live theater, unique shops, and a lively
arts community. With an abundance of spectacular architecture, public parks, and river frontage,
Downtown Bangor has a style all its own. The region's museums include art, transportation,

historical, film, anthropological, and other collections. Located within an easy drive of ocean,

mountains, rivers, and lakes, you can enjoy four seasons of outdoor recreation from Bangor.
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Geography

The City of Bangor occupies 34 square miles of land on the westemn side of the PenobscotRiver,
20 miles northwest along the Penobscot River from Penobscot Bay. The City is composed
of urban, commercial, and industrial areas as well as numerous residential communities.
There are also some rural uses of land within city limits. Consistent with the rest of the Bangor
area, the city boasts many tracts of forest and farm lands that abut both urban and suburban
developments. In addition to the Penobscot River, which defines part of the city’s eastern
boundary, the Kenduskeag Stream flows through the city, emptying into the Penobscot River

in the downtown area.

Commercial Development Activity

During the past five years Bangor has enjoyed robust commercial development activity.
Downtown, industrial and business parks, the mall and other retail districts have all benefited

from substantial new investments.

The past five years have seen a steady stream of investmentto rehabilitate, reuse, and
expand existing Downtown real estate assets. Much of this investment has gone into
mixed-use redevelopmentthat created approximately 126 new residential units. Total
investment in downtown real estate during these years is estimated at around $42,000,000,
involving roughly 400,000 square feet of rehabbed space and adding parking capacity.

Downtown’s revival is being accomplished with both public funds and private investment.

e Business, industrial, and commercial investment has exceeded $133,000,000, added

around 1,000,000 square feet of space. It is estimated that about 650 jobs can be

attributed to those projects.

« Investments in medicalfacilities exceed $23,000,000, adding both capacity and improving

facilities.
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Investments in retail infrastructure outside the downtown area total more than
$21,000,000.

» During this same period of time, Bangor's waterfront has been developed.

Demographics

PENOBSCOT COUNTY - INCOME DATA

adjusted gross income % change
per person
1996 $19,466 -
1997 $20,443 5.02
1998 $21,676 6.03
1999 $22,617 4.4
METRO BANGOR LABOR MARKET
- December | December December |  August |

] 1998 1999 2000 2001
Labor Force (persons) T 51,600 53800 53,600 152,000
| Residents Employed (persons)|  50,300] 52,600 52,500 50,800
Unemployment Rate . 250% @ 2.40%| 1.90% _2.30%|
,,,,, ———

Source_Maine Dept. of Labor |

—
INTERNATIONAL AII%%
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NONFARM WAGE AND SALARY EMPLOYMENT IN THE BANGOR MSA

| 1998 1999 2000
B | a290 4270 4380 4,450|
- 1,850, 1,940 2,030 2,060 2,190
o 3000 340 380 360 370
940 930( 930 890 940
610 670 720 810 870
~ _ 2,440 2,330 2,350 2,390
220| 220 240 280r
Printing & publishing 460! 480; 500 N 530: 560
Paper & allied products i 1,140] 1,100 1,080 1,050 1,030;
Leather & leather products 390 320 300 260 230
__Other non-durable goods ) 230 210 _ 230 270| 310]
Non-manufacturing 47.010 48,060 49,330, 51,010 53 280
~ Mining 10 0 0 B 0 ) 0
Contract i 1,920 1,960 2020 2,290 2,270
__Transportation & public util 3,060 3,010 2,900 3,400 3,766{
Wholesale & retail trade 13,930~ 13,710 13,980 14,000 14,650
Finance, ins & real estate } 1,660 1,830 2,010] 1,970 2,180
Services & other non-manuf | 15,480 16,610 17,370 17,980 18,382
_ _Government 1' 10,950 10,940 11,050| 11,360 12,035
| Source: Maine Dept. of Labor

-
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BANGOR INTERNATIONAL AIRPORT - MAJOR HIGHWAY CONNECTIVITY
AND DRIVING TIMES IN NEW ENGLAND




L —

A proposal to the Departmentof Transportation
BANGOR

INTERNATIONAL AIRPORT

1998 POPULATION FOR THE GREATER BANGOR REGION AND
BANGOR INTERNATIONAL AIRPORT CATCHMENT AREA

7
i /’
1998 Ropulation
/
New Brunswic
l C:;vada /L
. 738,133 /

Piscataquis
18,300

......

Bangor Catchment Area =
477,900 (in Maine)

Source: 1999 Demographics USA, County Edition
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DEREGULATION EFFECTS ON BANGOR INTERNATIONAL AIRPORT
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UNITED, DELTA, USAIRWAYSALL LEAVE THE BGR MARKET
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DOMESTIC TRAFFIC ENPLANED AND DEPLANED
AT BANGOR INTERNATIONALAIRPORT 1987-2000

500.000 1

480.000

USAiways Southwest enters
leaves 1997 Manchester 1998

460,000

United leaves
1993 |

Continental
leaves 1999

Delta realigns
service 1995

440,000

420,000

400,000

380,000 +

360,000 -

340.000 -
1987

6%

Percent Change vs. Prior Year

1988 1989

1990 1991 1992 1993 1994

Years

1995 1996 1997 1998 1999 2000

1996

1997 1998 1999 2000

2001



A proposal to the Department of Transportation

COMPETITIONAND CHANGEAT BGR
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BIA faces increasing competitive pressure from
northem New England’s other major airports
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SOUTHWEST LAUNCH
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SOUTHWEST AIRLINES - RECENT NETWORK ADDITIONS
RANKED IN CHRONOLOGICAL ORDER (OLDEST TO MOST RECENT)

o ___Airport | Passengers | MSA Pop.
City Code PDEW (000)
Raleigh-Durham, NC RDU 10,752 1,128
Hartford, CT . BDL 9,447 L115
Albany, NY . ALB 3,608 873
Buffalo, NY ~ BUF 5,264 1,142
West Palm Beach,-FL | PBI 7,559 1,079
Norfolk VA I ORF l 3,809 1,577
Average - 6,740 | 1,152
|
Bangor, ME BGR | 484 145

Source: U.S. DOT ODIA & Woods & Poole Economics, both for CY 2000

NOTE: The Bangor region averages only 7.2% of passengers per day each way (PDEW)
when ranked against the six markets most recently added to Southwest's network
of routes. Also, the MSA Population of Bangor is only 12.6% of Southwest's average
recent network additions.
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1999 L EAKAGE REPORT SUMMARY

Leakage of the Bangor region’s core market

Examining tickets sold by travel agents in Bangor’s core market (consisting of Penobscot,
Piscataquis, Hancock, Washington, and southern Aroostook counties) it was found that

67 percent of travelers used BGR. The leakage passengerswent to Boston (as their first

choice) with Manchester and Portland following close behind.
Bangor share: 67%

The leakage numbers may be understated because Southwest —

Leakage rate: 33%

as Manchester’s big draw — has so many tickets purchased on-line.

Leakage of the Bangor region’s outer market

Examining tickets sold by travel agents in Bangor’s outer market (consisting of Waldo,

northem Kennebec, northem Aroostook and Somerset counties) it was found that 27 percent

of travelers used BGR. In this zone, Portland airport is Bangor's
IBangor share: 27%

dominant competitor, and drew away the majority of possible BGR

Leakage rate: 73%
travelers.

BGR traveler destination

Because of the importance of the above leakage, the report identifies Bangor’s top

destination cities and the top leakage destinations. The Florida market dominates Bangor's

top destinations, while “underserved” markets are spread across the country.

Bangor’s top destinations Bangor’s underserved markets

Orlando, Tampa, Boston, New York City Orlando, Las Vegas, Tampa, San Francisco,
(LGA, ERW, JFK), Fort Myers, Chicago, Los Angeles, Philadelphia, Washington DC,
Philadelphia, Atlanta, Las Vegas, Miami. Raleigh Durham, San Diego, Phoenix.
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What business travelers say about BGR

Because business travelers located north and east of Augusta represent a market critical
to the growth of BGR, questionnaires were sent to selected business leaders to judge the
use of and attitudes towards BGR. This small survey found that the majority of business
leaders that ‘leaked’ from the region to another airport did so for lower fares. On the up side,

the reaction to regional Regional Jet Aircraft was almost unanimously positive.
! veler Commen i i

* “Schedules and connections are more important than aircraft size or type.”

» “Lack of nonstop flights to major destinations is more important than carriers.”

*  “We need more service with better options for local East Coast travel.”

*  “Need an airline willing to provide jet service, especially to Boston and New York.”

* “Reliance on Logan as a feeder is a disaster. | like Bangor, but direct access to national
airlines is important.”

* “Business travel has become more difficult since Delta left.”
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LEAKAGE HEADLINES FROM 1999
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1. THE LEAKAGE FACTOR

All airports suffer from leakage, a phenomenon that happens when passengers
drive to distant airports in search of bargains, bigger planes, or better flight
connections. Boston passengers drive to Providence, Rhode Island in order to
fly on Southwest Airlines. Portland passengers drive to Boston for nonstop
transcontinental service. Bangor passengers drive to Portland to avoid flying on
small, turboprop aircraft.  Airlines call this the fly/drive relationship, and its
Impact on air service, particularly in smaller communities, can be huge. Yet few
airports have taken the trouble to measure, and through measuring begun to
confront, this factor which can rob communities of their true air service
potential.

Bangor’s leakage rate in its core market area, where passenger loyalty should be
at its highest, is one third. This means that for every 100 Bangor area residents
who fly, 33 will use either the Portland, Boston, or Manchester airports. In
annual terms, this comes to 120,000 lost passengers each year, enough to
support profitably three additional full-size jet aircraft departures. Thus leakage
IS at the same time a problem and an opportunity for the City of Bangor.

Why do passengers leak? There are three, and possibly four, reasons. By far the
most important is ticket pricing. With the arrival of deregulation in the early
1980s, the airlines underwent a binge of expansionism, using their newfound
freedom to battle like warlords for their share of the rich U.S. air service market.
If more planes were needed, more planes were acquired. If price wars were
necessary to secure market share, price wars were engaged in. When the dust
settled in the early 1990s, the industry had lost collectively $6 billion. Things
then changed.

In this, the second major post -deregulation phase of operations, the airlines
have embarked on a new and profitable strategy of right-sizing their markets.
Just as other industries have done, the airlines have wrung the excess capacity
out of their systems, matching seat availability to market size with computer-
driven accuracy. For cities like Bangor this has meant higher ticket prices for
what the industry has come to regard (wrongly) as a captive market. In response,
passengers are driving to Portland, Boston and Manchester in search of cheaper
prices.




A desire for nonstop service, better connecting service, and more scheduling
choices (“frequency” in airline shorthand) are collectively the second reason for
leakage. These factors are the foundations of reliability and convenience that
are often more important to business travelers than is price. With nonstop
service, important appointments will be kept. With frequent return service, time
away from the office can be minimized. These all enter into the total “cost” of
the trip, and promote leakage to larger airports.

Many travelers dislike flying on smaller, propeller-driven aircraft, which is the
third reason for leakage. Some travelers may feel that anything less than pure
jet technology is unreliable and unacceptable. Some may object to the noise and
the shaky ride of small planes. To others, it is a matter of safety. Anecdotal
evidence abounds, supported by surveys, showing that a desire to avoid these
smaller, commuter service planes is a cause of leakage. Our study seems to
confirm this aversion for small planes.

A possible fourth cause of leakage connects the three above and can be summed
up in the phrase “air service quality.” This means that passengers are drawn to
airports that offer an appealing mix of airlines, schedules, prices, equipment
types, resources, alternatives, and backup plans to assure a successful trip.

TWENTY YEARS OF AIRLINE DEREGULATION

Air travel in the U.S. was deregulated by the Carter Administration. The
evolution of air service in New England since then has seen ‘waves’ of the
impacts of new carriers, new airline strategies and new technology. For
example, in the late 1970s the initial post-deregulation era saw a push to hub-
and-spoke strategies at the expense of multiple-city services that followed
traditional railroad or highway routes. Thus this period saw the end of the Delta
(formerly Northeast Airlines) jet service from Bangor (via Portland and
Burlington) to Detroit and Chicago.

Instead, it saw the emergence of frequent, propeller-aircraft service to regional
hubs, as developed by Bar Harbor Airlines (later Continental Express) and later
still by Business Express. These airlines substituted frequency for aircraft size in
feeding the major carriers’ long-haul markets. In this period, Bangor’s services
fluctuated but boardings overall grew in line with the economy. Air travel was
relatively more expensive than today, a higher percentage of passengers were
business travelers, and fare differentials between airports were still small - a
hangover from the era of regulation.




NEW ENTRANTS AND LEAKAGE TO PORTLAND

In the 1980s, deregulation spawned a number of new jet airlines, whose entry
forever changed traditional patterns in the domestic air transport industry. In
New England, the greatest impact was felt with the arrival of People Express, a
Newark-based low fare carrier. Portland was an early city to be served by People
Express, whose introductory fares of $29 between city pairs essentially
eliminated long-distance bus traffic, as well as airline competition on its routes.
People Express’s arrival at Portland in 1982 created an awareness in the Bangor
Airport market that passengers could shop around among airports for fares — and
the first major wave of Bangor ‘leakage’ began.

BANGOR’S “GOLDEN AGE™

By the late 1980s, the absorption of People Express into Continental, the
bankruptcy of Eastern Airlines and the shakeout of new entrants stabilized the
airline marketplace for a period. With higher fares at Portland, Bangor
passengers returned to their hometown airport. Jet service from United to
Chicago was introduced, along with seasonal US Air jets to Pittsburgh and
Philadelphia, to add to the continuing Delta jet service to Boston and (via
Portland) New York. Bangor domestic jet service was relatively infrequent,
typically two services per day to each destination, but was by relatively large
jets — 150-seat Boeing 727s and 110-seat Douglas DC-9s. Although Bangor’s
service was often one stop rather than nonstop service, this era is nevertheless
remembered by some Bangor travelers as a ‘golden age’ for the airport.

In the mid-1990s, new developments negatively impacted service to BGR.

The growth of air travel throughout the decade has led to capacity saturation and
congestion at major eastern hubs — notably at Chicago and the New York-area
airports. Large jets are more affected by these constraints than smaller aircraft,
because of different aircraft separation rules, and the availability at some
airports of additional runways for small aircraft use. This has led to a pull-back
from many mid-range (1,000 to 2,000-mile) routes from hubs to smaller cities —
Bangor’s direct flights to Chicago and Atlanta are examples. Not only the
aircraft, but the departure slots formerly used on these routes, could more
profitably be used - the airlines have calculated — on ‘denser’ routes to larger
markets.




COMMUTER AIRLINES AND REGIONAL JET SERVICE

As the full size jets exited from the smaller airports, they were replaced by
commuter airlines flying smaller planes. Over time these airlines transitioned
from piston engine equipment to turboprops, and now high performance
regional jets are beginning to appear. U.S. commuter carriers have ordered these
regional jets in large numbers.

There are two obstacles to their rapid introduction, however. One is the pace of
deliveries: their manufacturers do not have the capacity of a Boeing or an
Airbus, and although production is almost exclusively for U.S. orders at this
time, deliveries (of the 500 or so aircraft on order from Bombardier, Embraer,
and Fairchild-Domier) are running at about 12 per month from all three
combined.

The second obstacle is that many major airlines agreed to pilots’ union demands
for numerical limitations on the use of jet aircraft with less than 70 seats. Flown
by younger pilots for lower pay, the regional jets are viewed with suspicion by
the Air Line Pilots’ Association as a way to undercut pilot salaries.

Bangor now has regional jet service to Cincinnati. Comair was one of the first
airlines to place a major order for “RJs”, and is consequently a leader in
deliveries. Over the next two years, significant numbers of additional jets will be
delivered to carriers such as Continental Express, American Eagle, and United’s
and US Airways’ commuter affiliates.

SOUTHWEST AIRLINE COMES TO NEW ENGLAND

One other important development impacting Bangor in the 1990s has been the
arrival of a second ‘wave’ of low-fare carriers into the Northeast. The period of
stability — and high fares — following the absorption of People Express into
Continental, ended with the invasion of Southwest Airlines into the Northeast in
1995. Southwest has had an impact at least as great as that of People Express in
the early 1980s.

Southwest began Providence, R.I., service in 1995, followed by Manchester,
N.H., at the beginning of 1998. in both cases, Southwest was following its
strategy of serving a big market (Boston) through smaller, less expensive and
less congested airports. It had developed this strategy successfully in such




congested markets as Washington (serving Baltimore airport) and Chicago
(serving Midway), in addition to its home base at Dallas’ Love Field.

Southwest has also added service to Hartford and Islip, Long Island, in 1999.
Southwest appears to be on a relentless path of expansion, but it is still adding
cities with markets in the 2 to 4 million population range. It will be a long time
before Southwest will consider deploying aircraft to markets as small as 500,000
people. However, other start-up, low-fare carriers may be seeking to enter such
markets.




2. HOW LARGE IS THE BANGOR MARKET?

The airlines are underestimating the size of Bangor, which they see as a
marketplace of 220,000 passenger boardings annually. In fact, it is a 340,000-
passenger market. If this perception can be changed by beginning to recapture
the leakage market, the airlines will add more service. If part of the New
Brunswick population can be lured to Bangor for southbound Florida trips, still
more service will be attracted.

The Maine population that Bangor can lay claim to totals in round numbers
500,000 people. The population growth rate is 0.9% per year, but with some
coastal areas growing as fast as three to four percent. New Brunswick travelers
who are attracted to Bangor are additional to the 500,000 population figure. In
1999, Canadian boardings were low, probably because of the weak Canadian
dollar exchange rate, the drive time involved, and the quality of southbound
service available at Bangor.

Bangor’s rate of economic growth is a bright spot and is likely to continue to be
so, at least in comparison with the rest of the U.S. The growth rate between 1997
and 1999, according figures published by the Federal Reserve Bank of Boston,
was 4.5 percent. Tourism, Maine’s number two “industry,

--1s one of the factors driving this healthy growth rate.

ZONE ONE: BANGOR’S CORE MARKET

Bangor’s core market consists of Penobscot, Piscataquis, Hancock, Washington
and southern Aroostook counties, with a population of 277,000. In this zone, we
examined 1,294 tickets sold by travel agents throughout the region during the
first two weeks of July, 1999. Sixty-seven percent of these travelers used the
Bangor airport while 33 percent leaked.

BANGOR SHARE 67%
LEAKAGE RATE 33%

Where did the leakage passengers go? Boston was the first choice, with
Portland and Manchester close behind. The Manchester figure may be
understated however, because many bookings on Southwest Airline,
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Manchester’s big attraction, are made by the passenger directly rather than
through travel agents. This is because Southwest does not participate in the
conventional reservations network as other airlines do.

Leaked to Boston 11.9%
Leaked to Portland 10.7%
Leaked to Manchester 8.9% (understated?)
Leaked elsewhere 1.3%

ZONE TWO: BANGOR’S OUTER MARKET

The outer market is located in Waldo, northern Kennebec, northern Aroostook,
and Somerset Counties, with a population of 196,000. We examined 377 tickets
sold by travel agents in this zone, with the following result.

BANGOR SHARE 27.3%
LEAKAGE RATE 72.7%

In this zone, Portland is Bangor’s dominant competitor airport, its force field
generated by I 95 and | 295 reaching northward and its robust mix of carriers,
nonstop destinations, and connecting hubs.

Leaked to Portland 36.1%
Leaked to Manchester  18.0% (understated?)
Leaked to Boston 17.3%
Leaked elsewhere 1.3%

ZONE THREE: THE SOUTHERN PERIPHERY

Knox, Franklin and southern Kennebec Counties make up Zone Three, the
Southern periphery. Here we examined 544 travel agent-written tickets.
Although this region is geographically closer to Bangor (or equidistant), it is
closer in travel time to Portland and within Portland’s media market and
economic influence. Clearly, this air market belongs to Portland, not Bangor,
thus to refer to this as a leakage situation is inaccurate. Any attempt by Bangor
to increase its market share here should receive a low priority in our opinion.
There are more promising market development avenues available to pursue right
now.




If Bangor were to attract a low fare carrier, however, the Zone Three market,
like the New Brunswick market, can definitely be penetrated. Thus this zone
with its population of 125,000 should be included in any market presentations
made to low fare carriers.

BANGOR SHARE 2.2%
LEAKAGE RATE 97.8%

The leakage analysis by airport share produced more detailed results in this
zone. Manchester begins to cast its large and growing shadow on this market
segment. Augusta, these figures reveal, serves only a tiny share of its own local
market.

Leaked to Portland 46.9%
Leaked to Manchester  23.1% (understated?)

Leaked to Boston 20.9%
Leaked to Rockland 6.4%
Leaked to Augusta 0.5%

SUMMARY OF THE BANGOR AIR TRAVEL MARKET:

Zone One: Core market:

Penobscot County 147,000 people
Piscataquis County 18,000
Hancock County 47,000
Washington County 35,000
southern Aroostook County  _30.000
TOTAL ‘ZONE 1’: 277,000
7one Two: Outer core market:
Somerset County 50,000
northern Kennebec County 56,000
Waldo County 34,000
northern Aroostook County 56.000
TOTAL ‘ZONE2’: 196,000

[Total Zones 1plus 2: 473,0001




In addition, for certain types of service — low-fare carriers and international
services — there are the following additional markets, bringing the total potential
to just over 1 million people:

Zone Three: Southern Periphery

Southern Kennebec County 60,000

Franklin County 29,000
Knox County 36,000
TOTAL ‘ZONE 3’: 125,000

New Brunswick

Within 4 hours’ drive of BGR: 410,000

[Total additional potential : 535,0001




- 3. BENCHMARKING BANGOR INTERNATIONAL

How does Bangor compare with similar airport around the U.S.? We looked for
‘similar” airports that, like Bangor, have these traits:

o Population between 300,000 and 600,000

o No competitor jet service within 100 miles

o No hub airport within 200 miles

e A primarily rural marketplace

o Traffic impacted by seasonality
We identified ten airports that had at least four of the above five characteristics.
The tables that follow show how Bangor compared using a standard cluster of

measurements of air service quality. With two important exceptions, large jet
service and seat count, Bangor’s scores were well within the service quality

- benchmarking values that we found at the peer airports.
Bangor compared with 10 peer airports

Number of airlines Average
Hubs served Average
Large jet service Below average
Regional jets Average
Prop aircraft Above average
Regional jet seats Average
Large jet seats Below average
Prop aircraft seats Average
Total daily seats Below average
Seats per population Well below average
Boardings per population Average

—
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Detail: Comparison of Bangor with air service ‘peer’ cities (1)

City Bangor | Medford | Traverse | Pasco Alexan- | San Luis
ME OR City WA dria Obispo
M1 LA CA
Airport code BGR MFR TVC PSC AEX SBP
Bass population 405,000 | 337,000 | 318,000 | 281,000 | 371,000 217,000
Closest jet competitor: PWM EUG GRR GEG BTR SB.4
- Miles distant: 132 mi. 165 mi. 141 mi. 139 mi. 128 mi. 100 mi.
Closest hub airport: BOS PDX DTW PDX MSY LAX
- Miles distant 250 mi.| 272mi.{ 253 mi.| 215 mi.| 208 mi. 196 mi.
1997 boardines 240.000 | 213.000 | 165.271| 185,604 100,600| 140,551
| |
AUGUST 1999 SCHEDULE: | |
Airlines I 4 2 3 4 3
Hubs served | 4| 3 3] 3 4 3
DAILY DEPARTURES: | |
Jets (over 90 seats) 0 4 3] 3 0 0
Regional jets 4 0 1 1 0 0
Prop aircraft 25 18 | 15 23 18 28
DAILY SEATS OFFERED: |
Jet | 0 556 330 420 0 0
Regional jet 200 0 70 50 0 0
Prop aircraft 822 612 579 600 397 952
Total daily seats 1,022 1,168 979 1,070 397 952
Annualized seats: 373,030 | 426,320 357,335| 390,550 144.905| 347,450
RATIOS:
Boardings: population 588 632 S19 660 271 647
Seats: population 914 1.264 1.124 1.388 391 1.600
1999 seats: 1997 boardings 1.554 2.001 2.162 2.104 1.440 2.472
INDICES (BGR=100):
Boardings: population 100 108 88 112 46 110
Seats: population 100 135 123 152 43 175
1999 seats: 1997 boardings 100 129 139 135 93 159
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Bangor versus ‘peer’ cities, (2)

City Bangor |Duluth [ Fayette- | Spring- [ Corpus | Charles-
ME MN ville field Christi | ton
AR MO X SC

Airport code BGR DLH XNA SGF CRP CHS
Base population 405,000| 384,000 466,000| 671,000{ 506,000| 587,000
Closest jet competitor: PWM - TUL XNA SAT CAE
- Miles distant: 132 mi. -l 105 mi| 125mi.| 144mi.| 113 mi.
Closest hub airport: BOS MSP MCI MCI IAH CLT
- Miles distant 250 mi.| 156mi.| 210mi.| 169mi.| 220mi.| 210 mi.
1997 boardings 240,000| 120,000| 252,000} 335,000

|
AUGUST 1999 SCHEDULE: |
Airlines 4 2 4 5 4 5
Hubs served 4 3 51 6 4 10
DAILY DEPARTURES: I ‘,
Jets (over 90 seats) O] 4 Ul 6 9 19
Regional jets 4 7 15 | 6 7 7
Prop aircraft 25 4 18| 27 13 15
DAILY SEATS OFFERED:
Jet 0 480 0 660 1,180 2,596
Regional jet 200 430 810 360 320 350
Prop aircraft 822 136 876 842 753 411
Total daily seats 1,022 1.046 1,686 1,862 2,253 3,346
Annualized seats: 373,030| 381,790 615.390| 679,630| 822,345 1221290
RATIOS:
Boardings: population 588 313 541 499 933 1.342
Seats: population 914 992 1.620 2.079
1999 seats: 1997 boardinps 1.554 3.175 2.439 1.742 1.549
INDICES (BGR=100):
Boardings: population 100 53 92 85 159 228
Seats: population 100 108 145 111 177 227
1999 seats: 1997 boardings 100 204 157 131 112 100
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SCARCE SEATS, NO BIG JETS, AND THE
“CAPTIVE MARKET” THEORY

Airline seats are relatively scarce in Bangor, as the comparisons above show.
This works to the advantage of the airlines, and the disadvantage of Bangor
passengers, because it leads to higher than normal fares. This is a matter of
supply versus demand. In Bangor, the airlines have “right-sized” the market to
an extreme.

They do this in the belief that Bangor passengers (there are 220,000 of them
according to the airlines) are captive passengers, who will fly on commuter
aircraft and pay high prices because they have no alternative. The 120,000
passengers who leak to other airports are invisible to the carriers, because they
have no ready method of counting them. Moreover, the airlines are unconcerned
about leakage because they believe, wrongly in some cases, that they will
recapture these passengers downline.

4. LEAKAGE HURTS SOME AIRLINES. HELPS OTHERS

Delta Air Lines has long been the dominant ‘brand’ in Bangor, with a market
share approaching 80 percent in July 1999. This brand has been served by two
regional carriers, Comair and Business Express, since Delta itself pulled out of
serving Bangor in early 1999. It is significant that Delta, flying modem regional
jets under a Comair codeshare into its efficient hub in Cincinnati, is the only jet
carrier in Bangor. This seems to support the connection between air service
quality and market share. Bangor’s other carriers in July of 1999 (Continental
has since taken down its service to Bangor) flew commuter aircraft to capture
small shares of a small market.

This pattern of domination by one ‘brand’ is poised to change, with the
acquisition of Business Express by American Eagle and the loss of the Delta
code-share on Bangor-New York La Guardia flights. When and if Business
Express and Delta end their code sharing agreement between Bangor and
Boston, a large southbound market share will become available to other carriers.
Meanwhile, Delta, which formerly owned a 22 percent interest in Comair,
purchased the company outright in October, 1999.
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ESTIMATED MARKETS SHARES, JULY, 1999

Airline Overall Market Share
Delta Connection 79%
Continental Express 10%
Northwest Airlink 5%
USAirways Express 3%

When leakage occurs, it is Delta/Comair, with its huge market share, which has
the most to lose. In Zone One, the core market, Delta has a market share of 72.5
percent. But when passengers leak to Portland, those passengers fly Delta only
48.4 percent of the time. When Manchester is the choice, Delta’s share drops to
37.5 percent. Passengers who defect to Boston choose Delta just 32.2 percent of
the time. The following charts show who gains and who loses market share
through leakage at Bangor.

United Airlines, which does not serve Bangor at all, is the clearest winner in the
leakage sweepstakes, picking up market shares in Portland, Manchester and
Boston as a result of passengers defecting from Bangor. A second striking fact
shown through this analysis is the appeal of Boston as the embarkation airport
for international travel by Bangor residents.

ZONE ONE: CORE MARKET.
MARKET SHARE REDISTRIBUTION THROUGH LEAKAGE

Airline AtBGR | AtPWM | AtMHT | AtBOS | Overall

Delta 72.5% 48.4% 37.7% 32.2% | 38.2%
USAirways 4.5% 16.4% 25.9% 14.4% | 17.6%
Continental 10.4% 4.7% 12.5% 7.5% | 10.8%
United -0- 13.3% 11.6% 3.4% 8.7%
Northwest 8.0% 10.1% 10.7% 2.7% 7.2%
American 4.6% 5.5% -0- 13.0% 6.5%
TWA -0- -0- -0- 2.7% 1.0%
Other domestic -0- -0- 0.9% 7.6% 3.0%
Air Canada -0- 0.8% -0- -0- 1.0%
Other foreign -0- -0- -0- 16.4% 6.0%
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ZONE TWO: BANGOR’S OUTER MARKET
MARKET SHARE REDISTRIBUTION THROUGH LEAKAGE

| AIRLINE | AtBGR | AtPWM | At MHT [ At BOS | Overall |
Delta 87.4% 45.6% 11.8% 35.4%| 33.9%
USAirways 1.9% 25.0% 38.2% 21.5%| 27.0%
Continental 5.8% 3.7% 5.9% 3.1% 5.1%
United -0- 12.5% 33.8% 4.6%| 15.7%
Northwest 3.9% 8.8% -0- 9.2% 6.6%
American 1.0% -0- -0- 6.2% 1.5%
TWA -0- 3.7% -0- 1.5% 2.2%
Other domestic -0- -0- 10.3% 6.2% 4.0%
Air Canada -0- 0.7% -0- -0- 0.4%
Other foreign -0- -0- -0- 12.3% 3.6%

5. BANGOR’S TRAVELER DESTINATIONS

Because of the importance of leakage, this section of the report has two parts,
one treating Bangor’s top destination cities and one covering what can be called
the top leakage destinations or “underserved markets”. Florida tops the list in
both categories. Understanding these markets is fundamental to the development
of proposals for new or upgraded air service. The data presented here, coming
directly from a large sample of travel agent tickets, is more accurate and more
timely than statistics produced the federal government.

BANGOR’S TOP DESTINATION

ORLANDO

Orlando is Bangor’s number one destination by far. Round trip air fares from
Bangor are inexpensive, comparing favorably with those available in Portland,

Manchester and Boston. When RT fares are $275 or less, leakage should be
minimal. In our July sample, Bangor had 62 percent of this market, while 38

percent leaked.
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TAMPA

Another Florida destination that ranks high on the list. Bangor’s RT Tampa
fares are competitive. Bangor’s share of this market is 70 percent captured, 30
percent leaked.

BOSTON

Air fares to Boston are high, ranging between $150 and $300 for a round trip
coach ticket. Bangor/Boston is an example of what the airlines regard as a
captive market, since the only competition is travel by bus or automobile. There
Is no leakage to other airports.

NEW YORK CITY (LGA, EWR, JFK)

An important destination for business travelers. Ticket prices are high, as a
result. Slot and air traffic control restrictions in New York work to Bangor’s
disadvantage in trying to add service into this market, Our ticket examination
showed that Bangor has 80 percent of this market, with 20 percent leaked.

FORT MYERS

Florida again. Bangor has 70 percent of this market which also serves Naples
and Sanibel Island. The remaining 30 percent is leaked.

CHICAGO

A strategic city for Bangor because a) it’s a top destination, b) it’s a gateway to
westbound markets where Bangor can improve its market penetration, and c) it
Is a United hub but Bangor has no United service. Market share: 68 percent.

PHILADELPHIA

Philadelphia holds a key for improved southbound service. It is a top
destination city and it connects to USAirway’s banks of Florida flights.
Raleigh/Durham, another important market for Bangor, is also served through
Philadelphia. Bangor hasjust 50 percent of this market currently.
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ATLANTA

Not only is Atlanta the largest hub of Delta Air Line, but the low fare carrier,
Airtran, is also located here. This is a destination city that also has good Florida
connection potential.

LAS VEGAS

A leisure destination, so low fares are the key to market share. Manchester, with
service to Las Vegas on Southwest Airlines, is a formidable competitor. Bangor
hasjust 16 percent of this market.

MIAMI

Four of Bangor’s top ten cities are located in Florida. Bangor has 77 percent of
the Miami boarding; 23 percent are leaked.

BANGOR’S UNDERSERVED MARKETS

When passengers leaked from Bangor, these were their destinations in our July,
1999 survey:

1. ORLANDO

Although this is Bangor’s number one destination, four out of 10 passengers are
using Portland, Manchester or Boston for this trip, so there is plenty of room for
growth. This is a price-sensitive market, but the availability of jet equipment
and well-timed arrival and departure schedules may also be factors in choosing a
departure airport.  Bangor’s rich supply of Florida-bound travelers creates an
opportunity to talk with carriers looking for north/south traffic to feed their
connecting hubs in places like Philadelphia, Pittsburgh, Dulles, and Newark.

2. LASVEGAS
This is a popular destination and likely to become more so. But passengers

wanting cheap fares have been willing to drive to Manchester and fly Southwest
Airlines for about $220. This will be a tough market for Bangor to crack.
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3. TAMPA

Again, one of Bangor’s strongest cities holds significant growth potential. If
only a portion of this 30% leakage can be captured, momentum can be created

which will give Bangor some new leverage with the carriers.

4. PHOENIX

Although Phoenix ranks number four in terms of underserved market potential,
no carrier flying in northern New England is likely to go up against Southwest
Airlines service in the foreseeable future.

5. SAN FRANCISCO
6. LOS ANGELES
7. SANDIEGO

Travelers to these three California destinations are avoiding BGR,
notwithstanding Delta’s good transcontinental service via Cincinnati. In our
survey, Bangor had ONLY 19% of this important market. This should present
opportunities for United via Chicago, Continental via Cleveland, or Northwest
via Detroit, But careful research will be a prerequisite to meeting with these
carriers about West Coast service.

8. WASHINGTON, DC, AREA

This market is difficult to analyze, because of the Baltimore factor. With cheap
fares now available into Baltimore on Southwest and on Metrojet, coupled with
Amtrak service between Baltimore and Washington, this market has grown
rapidly. The region thus appears to be served by three airports: Washington
National, Dulles, and BWI. Bangor has 22% of this market, so Bangor’s
carriers appear to have an opportunity to capture a larger share of this traffic and
also to feed their Florida services from their conveniently-placed mid-Atlantic
hubs. The lower yields enforced by Southwest and Metrojet in this market
present an obstacle to a Bangor/Washington strategy, but perhaps not a fatal one.
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9. PHILADELPHIA

This iIs a fairly strong market for Bangor, with interesting upside potential. An
early moming departure would connect into the USAirways Florida bank in
Philly while at the same time providing some high yield destination traffic.

10. RALEIGH DURHAM
There is a fair amount of traffic headed for Raleigh/Durham and just one third of
it isusing BGR, so there is room to grow this service. We need to find out why —

specific business links, for example. This could be an attractive element in a
discussion with USAirways or Midway Airlines.
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6. INTERNATIONAL PASSENGERS

Present rates of leakage, applied to the whole BGR market, suggest that there
are at least 10 currently ‘lost’ international connecting passengers a day
available to a carrier offering through fares and well-timed connections at an
east coast international hub. Examples are American, Delta or TWA at JFK, US
Airways at PHL, or United at IAD. Many of these passengers are driving or
taking the bus to Boston and catching foreign carriers at present. Given the high
rate of Delta Frequent Flyer membership in the market, a Delta BGR - JFK
connection would seem to be a good fit but would depend on Delta’s post-
Business Express northeast feeder plans.

International Passengers from Bangor market

Zones land 2:  Total tickets reviewed .................. 1,614
International tickets: 132 (8.2%)
Ticket sample coverage of market: est. 25% of passengers originating iz market.
of which:
Europe: 66 (4.1%)
Mexico, Central America, Caribbean: 38 (2.4%)
Canada: 22 (1.4%)
Asia: 6 (0.4%)
of which:
Bangor boarding: 57 (3.5%)
Boston boarding: 63 (3.9%)
Portland boarding: 8 (0.5%)
Other cities: 5 (0.3%)
Zone 1: . Bangor leakage, all flights: 32.6%
Bangor leakage, international flights: 50.5%
Zone 2: Bangor leakage, all flights: 72.7%
Bangor leakage, international flights: 88.0%
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Bangor appears to have significantly higher rates of leakage for international
flights than for domestic. While this reflects, in part, a national trend -
passengers are willing to travel further on the ground to catch an international
flight — it also appears to reflect the lack of easy interline connections and fares
at Bangor’s connecting hubs. The only on-line international connections with
through fares are American (London, Paris, and the Caribbean via San Juan) at
Boston; and Continental at Newark. At Cincinnati, in addition to the
psychological impact of the distance detoured west to travel east to Europe,
there are poorly timed connections to Delta’s European flights and no through
connecting fares are offered. This means that there are no direct international
all-jet connections available from BGR at present.

/. WHAT BUSINESS TRAVELERS SAY ABOUT BGR

Because business travelers located north and east of Augusta represent a market
critical to the growth of Bangor International Airport, we sought the opinions of
Bangor business leaders who make the air travel decisions for their companies.

During the month of July 1999, we sent out 26 surveys to major businesses in
the Greater Bangor area to seek information about their use of and attitudes
toward BIA. To ensure a high response rate, each business was first contacted
by telephone to establish a contact person who would commit to completing the
survey. Eighteen of the surveys were completed, representing an almost 70%
return rate. Below is a summary of the responses.

SURVEY OF MAJOR EMPLOYERS IN THE BANGOR REGION
26 surveys sent; 18 responses -- 70% return
empl

50-100employees 1
100+ employees 17

: : _ | f v air tri
10-20 2
2

30-50
Over 50 14
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Ouestion 3: In the last vear, did You use Portland as an alternative to BGR?

—

Don’t know
No

Several times
6+ times

10+ times
15-20times
50+ times

P WELEDNPDD

Why?

Lower fares 10
Jets 8
Non-stops 8

Ouestion 4: Did you use Manchester?

No

—_ Sometimes
2-5 times
10+ times

W o1 W

Why?

Lower fares 10
Jets 4
Non-stops 7
Better connections 1

QOuestion 5: Did vou use Boston?

Don’t know 1
No 10
1-10times 6
10+ 1
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Why?

Lower fares 4
Jets 2
Non-stops 3

Question 6: Airlines Mast Freauently Used

1. Business Express
2. Delta

3. USAirways

4. Continental

Question 7: What Freauent Flver Memberships do vou hold?

Delta 14
Continental 8
Northwest 8
United 8
USAirways 8
American 4

Question 8: Most Freauent Domestic Destinations

Chicago
Boston
Washington DC
Cincinnati
Atlanta
Minneapolis
Montreal
Detroit

Los Angeles
Philadelphia
Tampa
Orlando

P R R, NN OO N
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Question 9: International Destinations

Germany
France
Italy
UK
Finland
Mexico
Japan
Belgium
Brazil
Spain
Canada

P PR EFEPDNNNOLWWOo

Question 10: What additional airlines would vou like to see in Bangor?

Delta
United
Southwest
USAirways
Northwest
Continental
American

=== NN W ol

Question 11:Regarding Commuter Aircraft
Number of responses agreeing with the following statements:
“Some of our travelers will not fly in commuter aircraft” 11
“Some travelers use distant airports to avoid commuter planes” 10

“Qurtravelers consider schedules and connections more
important than aircraft size or type” 11
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Ouestion 12: Reaction to New Regional Jet Aircraft

“Like RJs” 14
“Don’t like RJs” 0
Comments:

The respondents added the following comments, repeated verbatim, to the
questionnaires.

“Need airline willing to provide jet service, especially to Boston and New
York.”

“BEX has continual scheduling problems and poor customer service. It needs
improvement if it is to continue to serve our needs.”

“Business travel has become more difficult since Delta left. And we’d love to
see United come back since many of our trips take us to Chicago.”

“Both Delta and United were generally full when we used them. They are
giving up Canada business by pulling out. Lots of Canadians used to use

Bangor.”
“Any major airline with jet service.”
“Lack of non-stop flights to major destinations is more important than carriers.”

“We need more service with better options for local East Coast travel.”

“Better flights to Washington DC.”

“Reliance on Logan as a feeder is a disaster. | like Bangor, but direct access to
national airlines is important. Bangor has lost industrial growth because of
reliance as a feeder through Boston.”

“Employees cannot understand why Delta does not service BIA with jets.
Comair is a nice addition but there have been occasions when these flights were
full and other travel plans had to be made.”
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“The addition of Comair, as a result of Delta pulling out, has made last-minute
reservations very difficult. And in some cases planning ahead has become
difficult due to less seats being available. For business travelers this can be
extremely inconvenient.”

“We can save time and sometime a day by flying out of Portland. Even

counting driving time. Sometimes get home at 3am from Portland.”
“We like it when we can get it.”

“Miss Deltal”

E’Ha%/e experienced too many full flights Bangor to Cincinnati and Bangor to
oston.”

“There appear to be very limited flight options on weekends.”

8. LOCAL MARKETING ACTIONS TO CONSIDER

In order to combat leakage, airports need not only to retain and improve the air
service they offer, a sufficiently difficult task, they also need to inform and
educate their potential customers that good service is indeed available and that
there are benefits to using the local airport, in this case BGR. This section of the
report addresses this informational and educational task.

We recommend that airports set aside a certain amount of money per passenger
in their annual budgets for market development. Each airport will have its own
financial capacity to do this, so there is no one size fits all recommendation here.
The value of this concept lies in the discipline that it imposes on the marketing
process, year after year without debate, and in its potential to grow and reinforce
success as boardings rise.

Newspaper advertising is tangible, it is local, and it can be targeted to your
markets (the financial page, or the travel section for examples.) It is seen not
only by your potential customers but also by your air carriers, so it has the
potential to build or reward relationships.

With this advertising, we would engage in three efforts. First, we would battle
to retain the core Bangor market. BIA has some excellent air service. The task
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Is to make sure that the flying public knows this, and print advertising can be a
large help in getting the message out. Second is the battle for Zone Two. Too
much of this market is being ceded to Portland. BGR needs to promote its brand
name and raise its profile in this area through a tireless campaign of showing the
services and benefits of flying from BGR. This is an easy campaign to design.
Third is the battle for the southbound Canadian market. We think that BGR
should be New Brunswick’s airport for Florida service, based on a three-hour
drive radius, cheap fares, and one-stop service, which Bangor has today.

We recommend maximum energy be given to working with area travel agents,
some of whom do not seem to be thinking of Bangor first in planning trips for
their clients. A good approach is the regular sales call to talk up Bangor’s
current good points. Keep in mind that (1) the travel agents are now very angry
with the airlines over commission caps and (2) some agencies are now under
serious financial stress. Yet most will welcome a visit from an ally who has
some inside information to share and who understands what’s happening in the
business.

Given the seriousness of the battle to reduce leakage and given all that is at
stake, we would consider the radical concept of free parking at the airport. This
would have great appeal to passengers and would probably do more to earn their
business quickly than any other measure. We understand, however, that the
parking concession at airports is usually the number one or number two revenue
generator, so a free parking policy would require carefully thought as to its
short-term financial consequences. Also, there is the matter of the concession
agreement with the parking operator and the length of its term; it may not be
possible, practically speaking, to intervene in this area.

Our final comment on steps that can be taken locally to reduce leakage is one
that addresses a difficult but important topic: the reliability of commuter airline
services offered on Bangor’s short haul markets, particularly to Boston. Our
general experience leads us to believe that service quality in this sector is not up
to customer expectations at any airport in New England and this causes
passengers to shun such carriers even if it means driving to an alternative
airport. We have seen many tactics suggested for airports to consider when
carriers provide shoddy service, which leads us to the conclusion that there is no
easy route to follow here. But we are convinced that there is a strong negative
relationship between cancelled flights, overbooking, dirty hold rooms,
“mechanical problems,” insufficient staff-- all the components of poor air
service quality —and leakage. Airports need to find ways to fight back.
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9. AIR SERVICE RECRUITMENT PRIORITIES

1. SOUTHBOUND JET SERVICE

As an example, we think Bangor could support a profitable Regional Jet service
to a hub with good Florida and other southbound connections. This service
would attract a combination of high yield business travel to, for example,
Philadelphia or Washington, with Florida leisure travelers. With service quality
sufficient to recapture leakage of existing travelers, there is a demand for 15,000
annual round trips on this route. A strong candidate for regional jet service
would be a Philadelphia route operated by USAirways. An altemative is United
RJ service (ACA) via Dulles International.

2. ADDITIONAL WESTBOUND SERVICE

A majority of Bangor’s westbound travelers leak to other airports. In the key
California markets, for example, we found that Bangor’s capture rate was 20
percent. Currently, Delta is the only carrier with good westbound service.
There is an opportunity for regional jet service to Chicago, Cleveland, or Detroit
that would give access to many destinations in the southwest and West Coast.

3. INTERNATIONAL FEED

Bangor has a proportionally high number of international travelers, but most of
them drive to Boston to begin their trips. International traffic is important to the
airlines because it produces higher yields. The competition is intense for this
business, however. Bangor can deliver these passengers to international
gateway airports like Newark, Philadelphia, and JFK, if the add-on fare for the
Bangor segment is inexpensive.

4. A LOW FARE AIRLINE

A low fare carrier flying nonstop or one-stop to Florida would solve three of
Bangor’s most common complaints: a) lack of large jet equipment, b) low fare
availability, and c) the lack of Florida service. Most of Bangor’s travelers are
leisure travelers who are price sensitive and would support a low fare carrier.
The service would also draw from New Brunswick and from points south of
Bangor where business is currently being leaked to competitor airports. A low
fare carrier to Florida could easily augment Bangor’s boardings by 20 percent.
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Results of travel agent survey: airline tickets issued in the grealer Bangor market, by departure airport, airline and issuing agency
1. DEPARTURE AIRPORT: BANGOR INTERNATIONAL (BGR)

Travel agency / city TOTAL DL CcO us AA NW UA Others

1. Brewer 40 30 1 0 2 7 0 0
2. Bangor 118 89 10 10 5 4 0 0
3. Bangor 141 120 11 4 2 4 0 0
4. Bangor 95 68 10 4 5 8 0 0
5. Bangor 132 72 27 7 11 15 0 0
6. Bangor 124 98 9 0 4 13 0 0
7. Ellsworth 62 45 12 2 1 2 0] 0
8. Ellsworth 130 86 10 9 10 15 0] 0
9. Milbridge 25 21 0 3 0 1 0 0
SUBTOTAL: Zone 1 867 629 90 39 40 69 0 0
10. Belfast 58 46 5 2 1 4 0 0
11. Skowhegan 20 19 1 0 0 0 0 0
12. Waterville 25 25 0 0 0 0 0 0
SUBTOTAL: Zone 2 103 90 6 2 1 4 0 0
SUBTOTAL: 1+2 970 719 96 41 41 73 0 0
13. Augusta 4 2 0 0 0 2 0 0
14. Camden 2 1 1 0 0 0 0 0
15. Rockland 6 5 1 0 0 0 0 0
16. Rockland 0 0 0 0 0 0 0 0
SUBTOTAL: Zone 3 12 8 2 0 0 2 0 0
TOTAL: 1+2+3 982 727 98 41 41 75 0 0




Results of travel agent survey: airline tickets issued in the greater Bangor market, by departure airport, airline and issuing agency

2. DEPARTURE AIRPORT: MANCHESTER, NH (MHT)

L
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i Sy

Travel agency / city TOTAL Others
1. Brewer 5 2 1 0 0 2 0 0]
2.Bangor 15 9 0 2 0 4 0 0
3. Bangor 13 3 3 2 0 1 4 0
4. Bangor 13 4 0 4 0 0 5 0
5. Bangor 19 9 3 6 0 1 0 0
6. Bangor 26 9 1 10 0 2 4 0
7. Ellsworth 1 1 0 0 0 0 0 0
8. Ellsworth 23 7 7 5 0 4 0 0
9. Milbridge 0 0 0 0 0 0 0 0
SUBTOTAL: Zone 1 115 44 15 29 0 14 13 0
10_Belfast 17 5 3 6 0 0 3 0
11. Skowhegan 12 0 1 10 0 0 1 0
12. Waterville 32 3 0 10 0 0 19 0
SUBTOTAL: Zone 2 61 8 4 26 0 0 23 0
SUBTOTAL: 1+2 176 52 19 55 0 14 36 0
13.Augusta 34 0 4 16 0 0 6 8 (WN, 8)
14. Camden 3l 6 5 13 0 3 4 0
15. Rockland 51 2 9 21 0 8 11 0
16. Rockland 15 0] 1 8 0 0 6 0
SUBTOTAL: Zone 3 131 8 19 58 0 11 27 8
TOTAL: nz7 AN af 113 25 63
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Results of travel agent survey: airline tickets issued in the greater Bangor market, by departure airport, airline and issuing agency
3. DEPARTURE AIRPORT: PORTLAND JETPORT (PWM)

Travel agency/ city TOTAL DL CO us AA NW UA Others

1. Brewer 11 8 1 0 0 2 0 0

2. Bangor 9 3 0 3 0 2 1 0

3. Bangor 25 15 2 5 1 0 2 0

4. Bangor 29 11 0 9 3 2 4 0

5. Bangor 23 15 2 1 3 2 0 0

6. Bangor 15 5 1 2 0 0 7 0

7. Ellsworth 6 0 0 0 0 4 2 0

8. Ellsworth 20 13 1 1 0 3 1 1(AC, 1)

9. Milbridge 0 0 0 0 0 0 0 0
SUBTOTAL: Zone 1 138 70 7 21 7 15 17 1

10. Belfast 37 12 2 11 0 | 11 0

11. Skowhegan 52 31 0 13 0 3 2 3 (AC,1;TW:2)
12 _\Watenville 46 18 3 10 Q 8 4 3 (TW,3)
SUBTOTAL: Zone 2 135 61 5 34 0 12 17 6

SUBTOTAL: 1+2 273 131 12 55 7 27 34 7

13. Augusta 45 19 4 16 0 3 3 0

14. Camden 85 38 4 31 0 7 5 0

15. Rockland 102 39 6 26 0 10 17 4 (TW,2; AC,2)
16. Rockland 26 11 1 11 1 2 0 0

SUBTOTAL: Zone 3 258 107 15 84 1 22 25 4

TOTAL: 531 238 27 139 8 49 59 11 (TW,7;AC4)




Results of travel agent survey: airline tickets issued in the greater Bangor market, by departure airport, airline and issuing agency
4. DEPARTURE AIRPORT: BOSTON LOGAN INTERNATIONAL (BOS)

Travel agency / city TOTAL DL (010 us AA NW UA Olhers

1. Brewer 7 1 0 1 0 1 0 4 (FL4)

2. Bangor 23 7 0 4 3 0 0 9 (BA,5,TW,2;VS FI)

3. Bangor 24 9 5 0 4 0 1 5 (BA,2;F9,2,TW)

4. Bangor 15 3 0 1 1 0 0 10 (JI,3;F1,2;TW,2;VS,IB,LH)
5. Bangor 1" 6 0 2 0 0 1 2 (BAAF)

6. Bangor 42 13 6 10 5 4 2 2 (BA)2)

7. Ellsworth 10 4 0 0 2 0 1 3 (SR,2;VS)

8. Ellsworth 22 5 0 4 4 0 0 9 (FL,5;BA,2;0A,2)

9. Milbridge 0 0 0 0 0 0 0 0

SUBTOTAL: Zone 1 154 48 11 22 19 5 5 44

10. Belfast 42 15 2 6 3 3 1 12 (BA,5;HP,3;LH,2;AZ, TW)
11. Skowhegan 14 7 0 2 0 3 1 1 (FL)

12. Waterville 9 1 0 6 1 0 1 0

SUBTOTAL: Zone 2 65 23 2 14 4 6 3 13

SUBTOTAL: 1+2 219 71 13 36 23 11 a 57

13. Augusta 23 9 1 5 1 3 0 4 (FL,2;BA,JI)

14. Camden 39 20 0 7 0 0 6 6 (W9,2;FL,2;SN,HP)
15. Rockland 38 11 3 5 4 3 1 11 (HP,5;AF,3;VS,SR,JI)
16. Rockland 17 7 1 0 0 0 3 6 (KE,3;BA,2;LH)
SUBTOTAL: Zone 3 117 47 5 17 5 6 10 27

TOTAL: 336 118 18 53 28 17 18 84




Results of travel agent survey: airline tickets issued in the greater Bangor market, by departure airport, airline and issuing agency
5. ALL OTHER AIRPORTS

Travel agency/ city TOTAL DL cO us AA NW UA Olhers

1. Brewer 0 0 0 0 0 0 0 0

2. Bangor 1 1 0 0 0 0 0 0

3. Bangor 2 0 0 0 0 0 0 2 (AC/YFD,2)
4. Bangor 2 0 0 2 0 0 0 0

5. Bangor 0 0 0 0 0 0 0 0

6. Bangor 3 1 0 2 0 0 0 0

7. Ellsworth 6 0 5 0 0 0 0 1 (ACNSJ)
8. Ellsworth 6 0 6 0 0 0 0 0

9. Milbridge 0 0 0 0 0 0 0 0
SUBTOTAL: Zone 1 20 2 11 4 0 0 0 3

10. Belfast 5 0 5 0 0 0 0 0

11. Skowhegan 2 0 1 0 0 0 0 1 (CPNSJ)
12. Waterville 0 0 0 0 0 0 0 0
SUBTOTAL: Zone 2 7 0] 6 0 0 0 0 1
SUBTOTAL: 1+2 27 2 17 4 0 0 0 4

13. Augusta 0 0 0 0 0 0 0 0

14. Camden 1 0 1 0 0 0 0 0

15. Rockland 1 0 1 0 0 0 0 0

16. Rockland 0 0 0 0 0 0 0 0
SUBTOTAL: Zone 3 2 0 2 0 0 0 0 0

TOTAL: 29 2 19 4 0 0 0 4




Results of travel agent survey: airline tickets issued in the greater Bangor market, by departure airport, airline and issuing agency

TOTALS: ALL DEPARTUREAIRPORTS

Travel agency/ city TOTAL DL CO us AA NW UA Others

1. Brewer 63 41 3 1 2 12 0 4
2. Bangor 166 109 10 19 8 10 1 9
3. Bangor 205 147 21 11 7 5 7 7
4. Bangor 154 86 10 20 9 10 9 10
5. Bangor 185 102 32 16 14 18 I 2
6. Bangor 210 126 17 24 9 19 13 2
7. Ellsworth 85 50 17 2 3 6 3 4
8. Ellsworth 201 111 24 19 14 22 1 10
9. Milbridge 25 21 0 3 0 1 0 0
SUBTOTAL: Zone 1 1294 793 134 115 66 103 35 48
10. Belfast 159 78 17 25 4 8 15 12
11. Skowhegan 100 57 3 25 0 6 4 5
12. Waterville 112 47 3 26 1 8 24 3
SUBTOTAL: Zone 2 371 182 23 76 5 22 43 20
SUBTOTAL: 1+2 1665 975 157 191 71 125 78 68
13. Augusta 106 30 9 37 1 8 9 12
14. Camden 158 65 11 51 0 10 15 6
15. Rockland 198 57 20 52 4 21 29 15
16. Rockland 58 18 3 19 1 2 9 6
SUBTOTAL: Zone 3 520 170 43 159 6 41 62 39
TOTAL: 2185 1145 200 350 77 166 140 107




Results of travel agent survey: airline tickets issued in the greater Bangor market, by departure airport, airline and issuing agency
TOTALS: ALL LEAKAGE (ALL EXCEPT BGR BOARDINGS)

Travel agency / city TOTAL DL cO us AA NW UA Others

1. Brewer 23 11 2 1 0 5 0 4
2. Bangor 48 20 0 9 3 6 1 9
3. Bangor 64 27 10 7 5 1 7 7
4. Bangor 59 18 0 16 4 2 9 10
5. Bangor 53 30 5 9 3 3 1 2
6. Bangor 86 28 8 24 5 6 13 2
7. Ellsworth 23 5 5 0 2 4 3 4
8. Ellsworth 71 25 14 10 4 7 1 10
9. Milbridge 0 0 0 0 0 0 0 0
SUBTOTAL: Zone 1 427 164 44 76 26 34 35 48
10. Belfast 101 32 12 23 3 4 15 12
11. Skowhegan 80 38 2 25 0 6 4 5
12. Watewille 87 22 3 26 1 8 24 3
SUBTOTAL: Zone 2 268 92 17 74 4 18 43 20
SUBTOTAL: 142 695 256 61 150 30 52 78 68
13. Augusta 102 256 61 150 30 52 78 68
14. Camden 156 28 9 37 1 6 9 12
15. Rockland 192 64 10 51 0 10 15 6
16. Rockland 58 52 19 52 4 21 29 15
SUBTOTAL: Zone 3 508 18 3 19 1 2 9 6
TOTAL: 1203 162 41 159 6 39 62 39
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Airline shares by departure airport and issuing agent
2. DEPARTURE AIRPORT: MANCHESTER, NH (MHT)

Travel agency/city = TOTAL% DL Yo CO% us % AA % NW % UA % Other %

1. Brewer 100.0% 40.0% 20.0% 0.0% 0.0% 40.0% 0.0% 0.0%
2. Bangor 100.0% 60.0% 0.0% 13.3% 0.0% 26.7% 0.0% 0.0%
3. Bangor 100.0% 23.1% 23.1% 15.4% 0.0% 7.7% 30.8% 0.0%
4. Bangor 100.0% 30.8% 0.0% 30.8% 0.0% 0.0% 38.5% 0.0%
5. Bangor 100.0% 47.4% 15.8% 31.6% 0.0% 5.3% 0.0% 0.0%
6. Bangor 100.0% 34.6% 3.8% 38.5% 0.0% 7.7% 15.4% 0.0%
7. Ellsworth 100.0%  100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
8. Ellsworth 100.0% 30.4% 30.4% 21.7% 0.0% 17.4% 0.0% 0.0%
9. Milbridge 100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SUBTOTAL: Zone 1 100.0% 38.3% 13.0% 25.2% 0.0% 12.2% 11.3% 0.0%
10. Belfast 100.0% 29.4% 17.6% 35.3% 0.0% 0.0% 17.6% 0.0%
11. Skowhegan 100.0% 0.0% 8.3% 03.3% 0.0% 0.0% 8.3% 0.0%
12. Waterville 100.0% 9.4% 0.0% 31.3% 0.0% 0.0% 59.4% 0.0%
SUBTOTAL: Zone 2 100.0% 13.1% 6.6% 42.6% 0.0% 0.0% 37.7% 0.0%
SUBTOTAL: 1+2 100.0% 29.5% 10.8% 31.3% 0.0% 8.0% 20.5% 0.0%
13. Augusta 100.0% 0.0% 11.8% 47.1% 0.0% 0.0% 17.6% 23.5%
14. Camden 100.0% 19.4% 16.1% 41.9% 0.0% 9.7% 12.9% 0.0%
15. Rockland 100.0% 3.9% 17.6% 41.2% 0.0% 15.7% 21.6% 0.0%
16. Rockland 100.0% 0.0% 6.7% 53.3% 0.0% 0.0% 40.0% 0.0%
SUBTOTAL: Zone 3 100.0% 6.1% 14.5% 44.3% 0.0% 8.4% 20.6% 6.1%
TOTAL: 100.0% 19.5% 12.4% 36.8% 0.0% 8.1% 20.5% 2.6%




Airline shares by departure airport and issuing agent

3. DEPARTURE AIRPORT: PORTLAND JETPORT (PWM)

Travel agency / city TOTAL% DL % CO % us % AA% NW % UA% Other %

1. Brewer 100.0% 72.7% 9.1% 0.0% 0.0% 18.2% 0.0% 0.0%
2. Bangor 100.0% 33.3% 0.0% 33.3% 0.0% 22.2% 11.1% 0.0%
3. Bangor 100.0% 60.0% 8.0% 20.0% 4.0% 0.0% 8.0% 0.0%
4. Bangor 100.0% 37.9% 0.0% 31.0% 10.3% 6.9% 13.8% 0.0%
5. Bangor 100.0% 65.2% 8.7% 4.3% 13.0% 8.7% 0.0% 0.0%
6. Bangor 100.0% 33.3% 6.7% 13.3% 0.0% 0.0% 46.7% 0.0%
7. Ellsworth 100.0% 0.0% 0.0% 0.0% 0.0% 66.7% 33.3% 0.0%
8. Ellsworth 100.0% 65.0% 5.0% 5.0% 0.0% 15.0% 5.0% 5.0%
9. Milbridge 100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SUBTOTAL: Zone 1 100.0% 50.7% 5.1% 15.2% 5.1% 10.9% 12.3% 0.7%
10. Belfast 100.0% 32.4% 5.4% 29.7% 0.0% 2.7% 29.7% 0.0%
11. Skowhegan 100.0% 59.6% 0.0% 25.0% 0.0% 5.8% 3.8% 5.8%
12. Waterville 100.0% 39.1% 6.5% 21.7% 0.0% 17.4% 8.7% 6.5%
SUBTOTAL: Zone 2 100.0% 45.2% 3.7% 25.2% 0.0% 8.9% 12.6% 4.4%
SUBTOTAL: 142 100.0% 48.0% 4.4% 20.1% 2.6% 9.9% 12.5% 2.6%
13. Augusta 100.0% 42.2% 0.9% 35.6% 0.0% 6.7% 6.7% 0.0%
14. Camden 100.0% 44.7% 4.7% 36.5% 0.0% 8.2% 5.9% 0.0%
15. Rockland 100.0% 38.2% 5.9% 25.5% 0.0% 9.8% 16.7% 3.9%
16. Rockland 100.0% 42.3% 3.8% 42.3% 3.8% 7.7% 0.0% 0.0%
SUBTOTAL: Zone 3 100.0% 41.5% 5.8% 32.6% 0.4% 8.5% 9.7% 1.6%
TOTAL: 100.0% 44 8% 5.1% 26.2% 1.5% 9.2% 11.1% 2.1%




Airline shares of the Bangor market by departure airport
AIRPORT: BOSTON LOGAN INTERNATIONAL (BOS)

Travel agency / city TOTAL% DL % CO% US % AA % NW % UA%  Other %

1. Brewer 100.0% 14.3% 0.0% 14.3% 0.0% 14.3% 0.0% 571%
2. Bangor 100.0% 30.4% 0.0% 17.4% 13.0% 0.0% 0.0% 39.1%
3. Bangor 100.0% 37.5% 20.8% 0.0% 16.7% 0.0% 4.2% 20.8%
4. Bangor 100.0% 20.0% 0.0% 6.7% 6.7% 0.0% 0.0% 66.7%
5. Bangor 100.0% 54.5% 0.0% 18.2% 0.0% 0.0% 9.1% 18.2%
6. Bangor 100.0% 31.0% 14.3% 23.8% 11.9% 9.5% 4.8% 4.8%
7. Ellsworth 100.0% 40.0% 0.0% 0.0% 20.0% 0.0% 10.0% 30.0%
8. Ellsworth 100.0% 22.7% 0.0% 18.2% 18.2% 0.0% 0.0% 40.9%
9. Milbridge 100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SUBTOTAL: Zone 1 100.0% 31.2% 7.1% 14.3% 12.3% 3.2% 3.2% 28.6%
10. Belfast 100.0% 35.7% 4.8% 14.3% 7.1% 7.1% 2.4% 28.6%
11. Skowhegan 100.0% 50.0% 0.0% 14.3% 0.0% 21.4% 7.1% 7.1%
12. Waterville 100.0% 11.1% 0.0% 66.7% 11.1% 0.0% 11.1% 0.0%
SUBTOTAL: Zone 2 100.0% 35.4% 3.1% 21.5% 6.2% 9.2% 4.6% 20.0%
SUBTOTAL: 1#2 100.0% 32.4% 5.9% 16.4% 10.5% 5.0% 3.7% 26.0%
13. Augusta 100.0% 39.1% 4.3% 21.7% 4.3% 13.0% 0.0% 17.4%
14. Camden 100.0% 51.3% 0.0% 17.9% 0.0% 0.0% 15.4% 15.4%
15. Rockland 100.0% 28.9% 7.9% 13.2% 10.5% 7.9% 2.6% 28.9%
16. Rockland 100.0% 41.2% 5.9% 0.0% 0.0% 0.0% 17.6% 35.3%
SUBTOTAL: Zone 3 100.0% 40.2% 4.3% 14.5% 4.3% 5.1% 8.5% 23.1%
TOTAL.: 100.0% 35.1% 5.4% 15.8% 8.3% 5.1% 5.4% 25.0%




Results of travel agent survey: airline tickets issued in the greater Bangor market, by departure airport, airline and issuing agency
5. ALL OTHER AIRPORTS

Travelagency/city TOTAL% DL % CO % us % AA % NW % UA % Other %

1. Brewer 100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
2. Bangor 100.0%  100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
3. Bangor 100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%  100.0%
4. Bangor 100.0% 0.0% 0.0%  100.0% 0.0% 0.0% 0.0% 0.0%
5. Bangor 100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
6. Bangor 100.0% 33.3% 0.0% 66.7% 0.0% 0.0% 0.0% 0.0%
7. Ellsworth 100.0% 0.0% 83.3% 0.0% 0.0% 0.0% 0.0% 16.7%
8. Ellsworth 100.0% 0.0%  100.0% 0.0% 0.0% 0.0% 0.0% 0.0%
9_Milbridge 100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SUBTOTAL: Zone 1 100.0% 10.0% 55.0% 20.0% 0.0% 0.0% 0.0% 15.0%
10. Belfast 100.0% 0.0% 100.0% 0.0% 0.0% 0.0% 0.0% 0.0%
11. Skowhegan 100.0% 0.0% 50.0% 0.0% 0.0% 0.0% 0.0% 50.0%
12. Waterville 100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SUBTOTAL: Zone 2 100.0% 0.0% 85.7% 0.0% 0.0% 0.0% 0.0% 14.3%
SUBTOTAL: 1+2 100.0% 7.4% 63.0% 14.8% 0.0% 0.0% 0.0% 14.8%
13. Augusta 100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
14. Camden 100.0% 0.0%  100.0% 0.0% 0.0% 0.0% 0.0% 0.0%
15. Rockland 100.0% 0.0%  100.0% 0.0% 0.0% 0.0% 0.0% 0.0%
16. Rockland 100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SUBTOTAL: Zone 3 100.0% 0.0%  100.0% 0.0% 0.0% 0.0% 0.0% 0.0%

TOTAL: 100.0% 6.9% 65.5% 13.8% 0.0% 0.0% 0.0% 13.8%




Results of travel agent survey: airline tickets issued in the greater Bangor market, by departure airport, airline and issuing agency
TOTALS: ALL DEPARTURE AIRPORTS

Travel agency / city TOTAL% DL % CO % US % AA % NW % UA % Other %

1 Brewer 100.0% A5 1% 4 8% 1 6% 3 2% 19 0% 0 0% A 3%
2. Bangor 100.0%  65.7% 6.0%  11.4% 4.8% 6.0% 0.6% 5.4%
3. Bangor 100.0%  71.7% 10.2% 5.4% 3.4% 2.4% 3.4% 3.4%
4. Bangor 100.0%  55.8% 6.5%  13.0% 5.8% 6.5% 5.8% 6.5%
5. Bangor 100.0%  55.1% 17.3% 8.6% 7.6% 9.7% 0.5% 1.1%
6. Bangor 100.0%  60.0% 8.1%  11.4% 4.3% 9.0% 6.2% 1.0%
7. Ellsworth 100.0%  58.8%  20.0% 2.4% 3.5% 7.1% 3.5% 4.7%
8. Ellsworth 100.0%  552%  11.9% 9.5% 7.0%  10.9% 0.5% 5.0%
9. Milbridge 100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SUBTOTAL: Zone 1 100.0%  61.3%  10.4% 8.9% 5.1% 8.0% 2.7% 3.7%
10. Belfast 100.0%  49.1%  10.7%  15.7% 2.5% 5.0% 9.4% 7.5%
11. Skowhegan 100.0%  57.0% 30%  25.0% 0.0% 6.0% 4.0% 5.0%
12. Waterville 100.0%  42.0% 27%  23.2% 0.9% 71%  21.4% 2.7%
SUBTOTAL: Zone 2 100.0%  49.1% 6.2%  20.5% 1.3% 5.9% 11.6% 5.4%
SUBTOTAL: 1+2 100.0%  58.6% 94%  11.5% 4.3% 7.5% 4.7% 4.1%
13. Augusta 100.0%  58.6% 9.4%  11.5% 4.3% 7.5% 4.7% 4.1%
14. Camden 100.0%  28.3% 85%  34.9% 0.9% 7.5% 85%  11.3%
15. Rockland 100.0%  41.1% 7.0%  32.3% 0.0% 6.3% 9.5% 3.8%
16. Rockland 100.0%  28.8% 10.1%  26.3% 20%  10.6%  14.6% 7.6%
SUBTUTAL. Z0one s 100.U0%0 29.U%0 J.570 15.6% 2.0 (.7 ©0.2Y% 4.1%

TOTAL. TOU.0% 55.8% I 3% 13.8% 3.9% 7.090 5.5%0 T.5%




Results of travel agent survey: airline tickets issued in the greater Bangor market, by departure airport, airline and issuing agency
TOTALS: ALL LEAKAGE (ALL EXCEPT BGR BOARDINGS)

Travel agency / city TOTAL% DL % CO % us % AA% NW % UA % Other%

1. Brewer 100.0% 47.8% 8.7% 4.3% 0.0% 21.7% 0.0% 17.4%
2. Bangor 100.0% 41.7% 0.0% 18.8% 6.3% 12.5% 2.1% 18.8%
3. Bangor 100.0% 42.2% 15.6% 10.9% 7.8% 1.6% 10.9% 10.9%
4. Bangor 100.0% 30.5% 0.0% 27.1% 6.8% 3.4% 15.3% 16.9%
5. Bangor 100.0% 56.6% 9.4% 17.0% 5.7% 5.7% 1.9% 3.8%
6. Bangor 100.0% 32.6% 9.3% 27.9% 5.8% 7.0% 15.1% 2.3%
7. Ellsworth 100.0% 21.7% 21.7% 0.0% 8.7% 17.4% 13.0% 17.4%
8. Ellsworth 100.0% 35.2% 19.7% 14.1% 5.6% 9.9% 1.4% 14.1%
9. Milbridge 100.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
SUBTOTAL: Zone 1 100.0% 30.4% 10.3% 17.8% 6.1% 8.0% 8.2% 11.2%
10. Belfast 100.0% 31.7% 11.9% 22.8% 3.0% 4.0% 14.9% 11.9%
11 Skowhegan 100.0% 47.5% 2.5% 31.3% 0.0% 7.5% 5.0% 6.3%
12. Waterville 100.0% 25.3% 3.4% 29.9% 1.1% 9.2% 27.6% 3.4%
SUBTOTAL: Zone 2 100.0% 34.3% 6.3% 27.6% 1.5% 6.7% 16.0% 7.5%
SUBTOTAL: 142 100.0% 36.8% 8.8% 21.6% 4.3% 7.5% 11.2% 9.8%
13. Augusta 100.0% 36.8% 8.8% 21.6% 4.3% 7.5% 11.2% 9.8%
14. Camden 100.0% 27.5% 8.8% 36.3% 10% 5.9% 8.8% 11.8%
15. Rockland 100.0% 41.0% 6.4% 32.7% 0.0% 6.4% 9.6% 3.8%
16. Rockland 100.0% 27.1% 9.9% 27.1% 2.1% 10.9% 15.1% 7.8%
SUBTOTAL: Zone 3 100.0% 31.0% 5.2% 32.8% 1.7% 3.4% 15.5% 10.3%

TOTAL: 100.0% 31.9% 8.1% 31.3% 1.2% 7.7% 12.2% 7.7%
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|_eakage:
Challenges and
Opportunities

Bangor International Airport

September, 1999

Bangor is losing 120,000 )

passengers a year from its core
market to other airports. This is
Bangor's market 'leakage’.

This represents significant potential for BIA to
attract new airline service.
Bangor also has opportunities to reach beyond its
current market area for certain types of service.

Bangor's Core Market contains 280,000
year-round residents

and southern Aroostook Counties. It also includes one
competitor airport - the Bar Harbor Airport at Trenton.

Bangor also serves an outer area in which it
overlaps with other major jet airports. This
area includes another 200,000 people.

_________

Bangor competes to the south primarily with Portland and to
the north with Presque Isle. This ‘competitive’ zone includes
Waldo, Somerset and northern Kennebec Counties; and
northern Aroostook County.




From wh ye else could Bangor attract passengers?

(Especiallyfor a lorv-fare carrier)

* Inaregion stretching from Rangeley, through
Farmington and Augusta, to Rockland and Camden,
there are 200,000 residents (and many seasonal
visitors) who are roughly equidistant between
Bangor and Portland. They use Portland as their
primary airport, and their primary business and retail
hub. I-lowever they are a market for a low fare
carrier at BIA, and for international service.

Bangor's air travel market

340,000 travelers per year

Lcakagc nmoiints
to 329 passcngcrs
a day:

cnough to fill
three large jets
or cight Rcgionnl
Jets.

64.7%
Bangor Boarclings

Leakage
35.3%

I
!

yI'rom where clse could Bangor attract pa }ngers?

(Especiallyfor a low-fare carrier)

* In New Brunswick, there are 400,000 people
within a 3-hour drive of Bangor - including
the cities of Saint John and Fredericton.
Traveling to US points, they often drive as far
as Portland or Manchester to board a US
carrier - or else connect through Halifax,
Montreal or Toronto.

Airport shares by region

Bangor can also capture passengers from tlic conipctitivc outer zone

Core zone Outer zone
Manchester Portland Portland

10.3%

anes

36.1%

Boston

11.8% (SN \

Other

1.5% Bnngor

Manchester 27.3%

/ 18.0%

anngor
67.4%

Other
1.3%

Boston
17.3%




|
WL ) do people say they 'leak'? ) Key features of the Bangor market:

e Seasonal market: 40% is summer travel

* Low fares _ * | cisure travelers are 60% of the market

* Nonstop fllght§ _ * Qutbound (resident) travelers exceed inbound

* Equipment - bigger jets preferred for (noli-resident) travelers in both the leisure
comfort or safety and business segments

* Air service quality includes ease of « MARKET DRIVEN BY THE BOOMING
connections, frequency, on-time record, RETIREMENT MARKET
on-board and ground amenities of major * This market is sophisticated - affluent - but
carriers. price-sensitive.

Where do Bangor travelers fly to? Northeast Destinations

The northeast only accounts for 14% of travclcrs

_ . Near Midwest

6.6% Chicago and plains
6.2%

DC, Va, Md
7.6%

Other New Eng. Boston Boston has 50% of

Northeast
13.7% Other West 7.6% 27.1% . - epate roy (e
Detail of 8% Bangor scats per day.
Northeast
destinations on Califarnia But:
next page 5.5% i 1
NYC/Newark BOSf'()ll I,S thic
Sout 27.6% destination for only
. h thwest
International ___ _ . T 0|6| 2‘;'“ _ Other PA 3.7% Of Bangor-arca
89./5 : H
) S8%  air travelers.
~._____ Texas .
2.6% ’ Pittshurgh Boston is not
. Other South Unsate N3 8.0% considered a
6.0% pstate NY | . .
Carolinas ! 8.4% Philadelphia conventent alrport
.. C : 15.6% for connections.

/

Florida _ 4.4%

25.4%




Kep 1ad 7 Ajjeord4) ‘sprodire 1ayjo 0y

- TID 10 MLA ‘A0 O3 9D1AIIS 19[ [BUOITY » Je9dl, s1oguassed 1Samyinos pue 15e09J 1Som
Ia11IBd punogqisam Ajjenb jeuonnippe uy "¢ Jo \OEO.:WE € ‘1IJeuurdur)) je sucnosuuod
OO 10 “TLV [ 01 Kep e sjol ozis-[nj 10 | » poo3 931ds9(] "9OIAISS PUNOQISOM o
IOLLIED punoqyInos Aouonbarj-moj 01ej-moj v "7 -o3eyeo]
n Aep aad ¢ Aqjuordfy [J€ JO paIY) B JOJ NG {[oARI} pUnoqino
- VI 10 “THd UM 01 9J1AIIS J3[ [BUOIZIY o SIUNO99E SIUT “BDIIO
1911189 punoqyinos Ajenb v [ . [T1e JO %S 10} S) UL "BPHO[A o

(s1sdppuv 23y} UO PIsHq) S)NIBJAl
,310d®ng aogueg pinoy) IdNAIIS IBYAA PIAIISIdPU() SIg OM], S, 103Uy

weiIn /sy - SIALIAL 310, ™

(AADT UAT) pug[duy ‘uopuory = eiydppenyg =

hHeag wje g ISOAN = M vjugpy =

vpdpoy g = JOAUD( =

Mg ‘vOd ‘av]) daownjeg] / U0ISUISBAA = ogedry) =
Xtuyo | = uojsog =

(0JS ‘NVS ‘XVT) vtuiopijey) = QIAMT SLIE ‘VOT) YIEAIN / NI0X MIN =

vdwep = edwey =

SUBOA su] = (IAG VO ‘aVvI) dr1omneg / uoj3ullSpy =

opuepi() = opugpiQ =

stee pduear, o) dog, sduipaeoq Jogdueg .10j suoneuilsap udy doj,

TVIBLLI YBIAA S, 103uBg ( SJOMIEJA] 3u0.)S §,103U _¢g




‘How Could Bangor Fill These
Extra Seats?

* 3 southbound 50-seat RJs: 150 seats @ 70%
load factor = 105 passengers

* 2 southbound 737s: 260 seats @ 70% = 182
passengers

2 westbound RJs: 100 seats @ 70% = 140 seats

To support all 3 new services if they all came to
Bangor: need 425 passengers/day

If this is possible, why are airlines
not beating a path to Bangor today?

* Major carriers are looking at 200+ markets.
* Bangor is a SMALL market, even allowing
for the leakage.
* The leakage data is NOT KNOWN.
* Neither public and proprietary boardings
data reveal leakage.

¥25 extra passengers could plausibly co. ) front:

« Bangor's core market leakage cut by half: 165
passengers/day

« Outer competitive market: Bangor share grows
from 27% to 40%: 140 passengers/day

« Bangor passengers diverted from other, existing
services: 60 passengers/day

. Low-fare carrier attracts passcngcrs from Portland
and New Brunswick markets: 60 seats/day

In this scenario, only 60 are ‘cannibalized’ from existing service - most
likely at Boston. This is equivalent to a 20% fall in Boston passengers.

If this is possible, why are airlines
not beating a path to Bangor today?

e Carricrs may assumc that if a Bangor traveler leaks,
they keep tlic business but at another airport.
e Qur data suggest this is not necessarily so; e.g. Delta
loses heavily from Icakagc.
e There isan EQUIPMENT SHORTAGE of Regional
Jets - these are being rationed.
* |t could be two years before new RJ services to
BGR-sized markets begin, without BGR marketing
cflorts.




Whe )story can BGR be selling?

* Booming local cconomy.
* At this point in cycle, has the fastest
growth in New England.
* Is likely to grow faster than US average for
next few years.
* Driven by affluent retirees who travel a lot.

Final Points

There is concern about offending or hurting
existing carriers.

There need. not be.

Boston and New York/Newark are adequately
or over-served from Bangor.

High-frequency, low-quality, small-plane,
full-fare service is appropriate for a
point-to-point business market - but that is not
how we view tlic Bangor air travel market.

) What story can BGR be se.ing?

Leakage numbers are high.
* We know which carriers gain and lose from
[eakage.

* Leakage is highest in long-distance and
international traffic.

* Conversely, can attract additional passengers
from New Brunswick (reverse leakage)

* Local marketing efforts
* Partnerships between BIA and airlines.

Final Points

* The Bangor market is overwhelmingly to
points well beyond Boston and NYC.

* Boston and New York are not preferred
connecting hubs.

* There may well be a trade-off between
providing scats in the Boston/New York
markets, and providing seats to more distant
hubs with new service.

* I so - go for the new service!




A proposal to the Departmentof Transportation B LR

YIELD PER REVENUE PASSENGER MILE - 1990 - 2000
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A proposal to the Department of Transportation

COMAIR REASSURANCE VISIT - DAMAGE CONTROL

Officials

™ __ ~ ~ TROM BI/STAT
Comair plans damage control
Reputution hurn tf?fna}:gla h:mdlini f),r‘-Dcfih% Ewr%? ) j et Ser\/i C e

By JaBTI )R DAy 1
Lt R i

NANGOR -~ Merbers of the
giate’s congressional delmgatinn
and city officials reel Tyesdar
wilh represeniatives of Delta
Ajr Lines and Comair, a Clin
pati-based Delta adflilioe, in ds-
cuss  Irilialing  nonstop et
Rights at B1A eMectrve March 2,
1999, Delta anrunomed garler
this manth il plenned te reglace
its lirge-passtnger jJet seruwice
with smalier Cama'r 1ghls in
Marck.

Alenting e swo-kaur meeting
@l BIA were Bargar Wayor
Josepk Baldavci, Tlep. Jabn Bal-
dacel, Sen. Basen Celins, Gty
Womager Edward Barrett. z.eport
committee meinher Jamwes Tylor,
BiA Duector TNab Zicpeisar,
Maime Touris irecter Dann
Lewas en 1 d

discuss BIA

N The Northoaat lerzieatioral Bus-iness Jonsal Frlimane, Tyy

E
L&mmir, Delta connection E :
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A Bangor Daily News, 10/20/99

B Bangor Daily News, 12/5/98

C Bangor Daily News, 12/16/98

D Bangor Daily News, 1/29/99

E Northeast Intemational Business Journal, February 1999
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SOUTHWEST'S GROWTH AND LAUNCH

v, RESERVATIONS  SCHEDULES  FARES CLCK N SavE TRAYELCENTER  RAPID REWARDS

sourSwa (A

SERY Southwest Airlines Celebrates One Year In Northern New
1CE
COMMITMENT England

HISTORY Manchester Airport Experiences Record Passengers

MANCHESTER, N.H.—June 7, 1899—Southwwest Aiinas Employees. Manchester Mayor Raymond Wieczorek, and
state and airpert rapresentatives celebrated Southvwsts ong-year anniversary of service today i northern New
England. Southwest presented Mayor Wi czotek and the state of New Hampshire cetemeonialkays to §outhuwests fleet
PHOTO GALLERY of Boeing 737s in honor of this special milestene, Southwest alse & serving birthday cake to s Customers during the
day and two Boston Celies players were on hand inthe gate areas to play basketbad w#h passengers.

STUDENT KIiT$

SOUTHWEST CITIES Accordhg te the Department of Transportation. the number of passengers fying between Manchester##POtt ar g
Bakimoere/WWashington in the third quarter of LW8increased mare than 4,500 percent 4= the same quarter a year
before. The average fare betvasen the o cies dropped 71 percent. Southwasts arival L~35‘lyear helped make

LOVE FIELD TRAVEL Manchester Airport the fastest growing airport mthe nation m 1688.

POLICIES "3 outhwest K throwing a birthday P2 today to thank our Customers for quite a year. Southwest s proudto bing cur
special brand of sarvice and low fares to northern News England. and ws look fomvard to continued grosth at
Manchester Akpart.” said Ronda lvy, $outhwasts area mak etng manager for northern New England.

> MEWS RELEASES o , _ o
On August 5, Southwest will initiate nonstop s ervice between ManchesterAirport and Kans as City with one daiy flight

MEDIA RELATIONS Southusest began service at Manohester Airport on June &, 1883, with 12 daily departures to B akimere/Washington,
Chicago Midway, Nashvite, and Orlando. The carrier surranthy emplays 45 people at Manchester Aipor.

INVESTOR RELATIONS Souttwast Airknes (yrSEiLUVY, the fourth largest domastic carrier in terms of Customers boarded, currently sarves 55
chies iN29 states. Southwwest began servics to Raleigh-Durham International AXPott on June 8, 1989, Based i Daas,

FACT SHEET Southwest cumently operates mare than 2,900 fhights A day with afleet of 282 Boeing 737s with an average age of 8.5

years--one of the youngest pure jet fleete mthe domestic aitine ndustry.

l BIBLIOGRAPHY wawww.southwest.com

R

N.H. AIRPORT PASSES WITH FLYING COLORS
Published ON e 7, 1998. Authox(s): Bnuce Mohl and Patricia Wen, Globe Staff
B’
N

MANCHESTER N H. -- Martin Meehan m Y represent Massachusetts I Congress. but he
doesn'tneed any prodding to use the airport henl! whenever he can.

When he leaves Washingfon on a Thursday or Friday, he usually tries to catcha 3 p.m. flight to
Manchester Airport, which allows him to reach the Merrimack \alley as early as 5:30. If he flew |

into Boston®s | 3gan Airport, he says, the traffic would delay him until cloge o

A www.southwest.com/about_swa/press/mht_oneyear_07jun99.htmi
B Boston Globe, 6/7/98
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A Bangor Daily News, 9/24/99
B Bangor Daily News, 9/25/99
C Bangor Daily News, 9/30/99
D Bangor Daily News, 9/25/99
E Bangor Daily News, 8/20/99
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1999 - 2000 TASK FORCE SUMMARY
Background

Formed at the behest of the Hon. Angus King, Jr., Governor of Maine, a Task Force on

Air Service was created in 1999. The Task Force included State representatives, representatives
from the City of Bangor local authority, Maine's Congressional delegation, Airport management,
and the region's business, medical and educational communities. The group was asked

to examine, consider and recommend measuresthat would stabilize and enhance BGR's
existing air service, support the Airport's marketing efforts to attract additional services and
passengers, and promote the long-term health of the region's economy through efficient

transportation links.

Recommendations

Recommendationsranged from the simple - reviewing the travel policies of state employees
- tothe complex — specific airline proposals. The coordinated efforts of federal, state and
local agencies, and the community, intended to ensure that new air services are successful
and that a virtuous circle — of improved services, increased enplanements, and attracted

business — begins at Bangor International Airport.

The State approved a one-year grant in 2000 to assist the Airport in funding a new marketing
campaign. While ideally seeking to sustain efforts at one million dollars a year for four

years, in actual practice funding going forward from the first year of the program has been

: : :
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GOVERNOR'S TASK FORCE ON AIR SERVICE
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A Bangor Daily News, f2/16/98
B Bangor Daily News, 7/28/9
C Bangor Daily News, 8/20/99
D Bangor Daily News, 8/5/99

E Bangor Daily News, f2/14/99
F Bangor Daily News, 6/5/99
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BANGOR INTERNATIONALAIRPORT AIR SERVICE TASK FORCE
REPORT AND RECOMMENDATIONS (DECEMBER 13,1999)

Introduction

Bangor InternationalAirport (‘BGR’, to use its universal airport code) is the principal air
service gateway for much of Maine. BGR fulfills many roles. It is a major stopover point
for transatlantic flights, offering refueling and customs clearance services; it is Maine’s

principal Air and Army National Guard flight operations base; and it provides a full range
of general aviation services including charter and aircraft maintenance. BGR is both an
indicator of, and a catalyst for, the regional economy. The airport and its aviation-related
businesses directly employ around 2,000 people and inject at least $70 million into the

regional economy every year.

Of all Bangor International Airport's roles, that of scheduled air service terminal has the
greatest overall impact on the region. The airport serves a geographically extensive region,
including eastern and much of northern and central Maine, with about 400,000 people
for whom BGR is the closest jet airport. Maine’s businessesand institutionsare dependent
on air travel for efficient access to and from worldwide markets. In addition to business
travel, recreational (or discretionary) air travel also plays an important role in the region’s
economy. Not only is inbound tourism in part dependent on air service, but also access
to outbound air service for residents is a significant element in ‘quality of life’ decisions
about whether to move to Maine for business or retirement - and, conversely, whether

to leave the state.

In common with hundreds of small hub, small- to medium-sized markets throughout
North America —i.e., with populations of less than one million regional residents —
Bangor has experienced a decline in air service quality in the late 1990s. Nationally, major
airlines have adopted strategies of concentrating their capacity on routes between
major cities, while turning smaller destinations over to affiliated or franchised operators

of smaller aircraft known as regional or commuter airlines.
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