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EXECUTIVE SUMMARY

As the air cargo industry evolves, the region and its airport system must implement
changes that both respond to emerging trends and anticipate future needs of its logistics
partners. The New York City Economic Development Corporation (“NYCEDC” or “EDC”) and
the Port Authority of New York & New Jersey (“Port Authority”) therefore initiated a strategic
planning process to review and revitalize the air cargo market of John F. Kennedy
International Airport (“JFK”). The work was begun with the understanding that the
following goals were to be targeted in the Strategic Plan (“the Plan”).

= Grow and enhance air cargo movement within JFK and its environs

= Increase cargo-related employment opportunities available within New York City
("the City”)

= Promote a comprehensive regional freight policy and public investment

= Diversify and expand industrial business in the City and the region

= Generate new investment in cargo-related facilities and infrastructure to serve the
City and JFK

= Maximize real estate usage and operational efficiencies within the JFK Study Area
THE IMPORTANCE OF AIR CARGO

In 2005, the Port Authority completed a detailed study of the economic impact of the
Newark Liberty (“EWR”), La Guardia (“LGA”), JFK and Teterboro (“TEB”) airports.
That effort determined that JFK’s cargo operations impact the region in four ways:

» Direct impacts involve those activities which take place on the Airport.
» Indirect activities occur off airport and include a wide range of supporting functions.

» Induced effects arise from the expenditures by the recipients of direct and indirect
wages and salaries.

» Catalytic benefits are new businesses that are created by cargo activity.

The data indicate that 1,000 tons of annual air cargo activity provides and supports about
35 jobs within the region. Over the past decade JFK’s cargo volumes have declined by
600,000 tons.

BACKGROUND

JFK has long been considered one of the pre-eminent air cargo gateways in the industry.
Growth was driven by balancing a strong flow of domestic cargo with international trade
with emerging partners in Europe. As the air cargo industry matured, the international
markets expanded to include Latin America and Asia, and more recently the Middle East.
However, as the business expanded, so did the competitive arena. Based on geography,
Los Angeles International Airport (“LAX”) developed a focus on trans-Pacific traffic, Miami
International Airport (“MIA”) with South and Central America, and Chicago O’Hare
International Airport (“ORD”), given its central location in the U.S., pursued commerce with
all markets.
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Aircraft technology became more sophisticated; more airports began to realize and address
growing regional international trade interests and to take advantage of unused capacity in
the holds of passenger aircraft. The result has been the emergence of numerous
competitors for market share and a change in how some international cargo is routed.
After September 11, 2001, the industry experienced seminal changes, the most significant
of which continues today — the substitution of trucking activity for domestic air cargo and
domestic legs of international air cargo. This trend has been exacerbated by unstable fuel
prices and the rising costs of security, which makes the less expensive option of goods
movement by truck, when possible, a more financially feasible option. In the face of
continuing economic challenges, more mature markets are most severely impacted and the
downturns in air cargo volumes over the past decade have affected JFK more than other
gateways. JFK air cargo volumes have declined by almost a third over the past decade.

Through a competitive “Request for Proposal” process, a team of nationally respected firms
led by Landrum & Brown (“L&B™) was selected to assess the global and regional air cargo
markets, determine the long-term implications for JFK and the City, and recommend
strategies for moving forward in the new operating environment. Simply stated, the issue is
whether the Airport and the region can regain the levels of cargo activity that have been
lost over the past ten years. If so, the challenge is then to identify the strategies and
specific initiatives that the City and the Port Authority should pursue.

The development of this strategic plan for JFK is somewhat unique because of the extent to
which the on- and off-airport businesses and operations are functionally integrated.
The off-airport cargo community is home to one of the industry’s largest assemblies of
customs brokers and freight forwarders that control the routing of most of the world’s
international freight shipments. The physical plan for future growth must recognize the
need for facile operations as well as closely coordinated business activities. Physical
planning will be an important element for moving forward. As a mature airport, and
perhaps the oldest true cargo gateway in the world, JFK has numerous facilities and
infrastructure with functionality that has become limited and in need of modernization.
This includes the access roads to both the airport facilities and to the regional cargo
community for which connectivity is so important.

Six months of industry due diligence included extensive outreach to stakeholders at the
Port Authority and the EDC, on- and off-airport tenants and users, the development
community, and the industry at large. The comprehensive inputs were combined with a
wide analytical spectrum of air cargo dynamics, forecasting, business agreements, operating
practices, financial policies, and market opportunities. These analytical efforts indicate that
there are opportunities to recapture some lost traffic, but that it will be necessary to change
the Airport and regional business model to achieve this and to create new regional logistics
operations.

CRITICAL ISSUES AND FINDINGS
BRANDING AND VISION

As the aviation and air cargo industries have evolved over the past twenty years, newer
cargo developments and operations at primary and secondary gateways have eroded JFK’s
market share of air cargo. At the same time there has been a deteriorating perception of
JFK and New York as an ideal region in which to do business. Over the last five years the
Port Authority’s marketing budget for air cargo has been reduced to zero and there has
been little interaction between the Port Authority and the City on marketing efforts.
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The Airport needs to define its future role in Air Cargo. How JFK should position itself is
described on page one of the Recommendations Section that follows. As the air cargo
industry has evolved, the primary competing U.S. gateways have developed an identity:
MIA is the gateway for Latin America, LAX for Asia, and ORD is the entry into the heartland
of the nation. The former dominance of JFK driven in large measure by its European
connections has eroded proportionately to the maturity of that market. The aggressive
cargo marketing by other airports and the expansion of the passenger market with
wide-body aircraft enable secondary gateways like Dallas/Fort Worth International Airport
(“DFW™), George Bush Intercontinental Airport (“lAH”), Atlanta Hartsfield Jackson
International Airport (“ATL”), Washington Dulles International Airport (“lAD”), and
Philadelphia International Airport (“PHL”) to siphon cargo that had historically flowed
through JFK. Recapturing this lost cargo volume due to market fragmentation will be
problematic and depends on innovative solutions to generate new air cargo activity.

Although the New York regional airport system still accesses the greatest variety of
geographic markets, the challenges that face JFK as the most mature of the gateways
require a rebranding and repositioning of the Airport among the industry segments with
which it deals.

AIRPORT CAPACITY

The Port Authority has embarked on a substantial analysis of the capacity of its Regional
Airport System so that it can better position those facilities to meet the needs of the City
and the broader constituency they serve. This includes accommodating growth in
passenger and cargo activity while maintaining a safe and secure operating environment
with high levels of service. It is probable that the provision of future capacity will require
modification of the aeronautical infrastructure, the potential deactivation of some existing
cargo facilities, and the addition of new aviation support facilities. The impact requires that
JFK must be planned with attention to the potential constraints, creating a new physical
plan that addresses present and future industry needs with sensitivity to costs and
operating efficiencies.

The impacts of a potential new runway and the land requirements of aviation support
elements could impact available space for cargo and constrain available properties.
A conceptual development plan that allows for phased, fiscally-prudent development of
modern, cost-effective air cargo facilities must be prepared and implementation initiated
when runway requirements are identified and finalized.

BUSINESS COSTS AND POLICIES

The cost of doing business in the Region and at the Airport is higher than at any other North
American gateway and represents major concern to the industry which for the most part
realizes that there is little that can be done on the broader scale. However, the cost
concerns are complicated by two major issues. The first is that the Port Authority does not
have a budget or financial targets for its air cargo operation. While the creation of a specific
cost/revenue center for cargo is not typical, the size of the operation and the challenges the
Airport and the Region face, argue for a more structured management approach.

The second consideration is the level of service received for the price — in other words —
value. There are opportunities to reduce costs and create operating synergies that will
make the Airport more attractive to the global market. This will include a combination of
adjustments to rates and charges, new leasing terms, the addition of financial and economic
development incentives, and the introduction of operating efficiencies. In certain instances,
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the City must play a strong partnership role. A cost containment program for tenants and
users of on- and off-airport facilities that includes rates and charges that balance risk and
reward for potential partners is essential. @ The financial package should include a
comprehensive City and Agency incentive package consistent with FAA guidelines.

TRUCKING

Because of increasingly tighter security guidelines there have been two significant industry
changes in cargo movement. The first is a tendency to push cargo to major gateways
where economies of scale can reduce the cost of screening for a shipper. The second is
increasing use of trucks for the movement of domestic cargo and domestic legs of
international cargo in order to avoid screening costs. In both instances, JFK suffers because
of the ban on tractor trailer combinations with 53-foot trailers on the Van Wyck Expressway.
The problematic access combined with the restriction on the most efficient vehicles for
transport, have increased the cost of doing business, and reduced air cargo related trucking
and attendant cargo volumes. This is particularly significant since a substantial portion of
JFK’s international cargo has been historically trucked to the Airport from points as far away
as Vancouver.

The industry is particularly frustrated by the constraint since there appears to be no major
physical impediments to making a change that would allow JFK and the Region to compete
on a level playing field with other gateways. The City and the State of New York have had it
on their planning agendas to address the restriction on 53-foot trailers that prevents such
vehicles from serving the JFK community. From a logistics perspective this constraint has
substantial financial and operating implications and, in the belief of the Team, adversely
impacts cargo tonnage and regional job growth by discouraging trucking activity.

PRIVATE INVESTMENT

The cargo activity levels in the Region and on the Airport make investment by the private
sector attractive under the right business scenario. Revised leasing policies and practices to
encourage private-public partnerships and third-party development of on-airport cargo
facilities would encourage private investment and reduce the cost to the City and the Port
Authority.

OFF-AIRPORT INFRASTRUCTURE AND DEVELOPMENT

The City has recognized that the synergies that currently exist between the on and off
airport cargo communities around JFK must be exploited. The air cargo traffic flowing
through JFK is largely dependent on the hundreds of supporting businesses in Queens and
Nassau counties. The area directly across Rockaway Boulevard from the Airport’s busiest
cargo area, holds one of the industry’s largest concentrations of customs brokers and freight
forwarders. Revised and more efficient use of on-airport properties would facilitate the
relocation of a substantial number of these operations. If that can be accomplished, there
may be an opportunity to develop new businesses that actually generate cargo in an
off-airport development. The creation of appropriate critical property mass which can
accommodate a large planned development will be necessary.
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The Team used their specialized knowledge and experience to integrate the study and
evaluation into a realistic and fiscally prudent Plan for the Airport and the Region to address
the Critical Issues. Because of its length, the document has been structured in four
sections:

1. Recommendations
2. Implementation
3. Background and Analyses

4. Appendices

Listed and described in Section A are the five primary recommendations that are essential
to address the loss of cargo activity at JFK. There are a number of additional
recommendations that are subsets of the primary recommendations. These are discussed
in greater detail in the Recommendations Section of the Plan.

As a client with the PA for this planning effort, the City indicated its support of JFK and its
willingness to be a partner, as appropriate, in the pursuit of the initiatives discussed in the
Plan. This partnership will be essential in creating a new image for the Airport and the
Region and for introducing policy modifications, and new development initiatives that will be
critical to future success.

The City and the Port Authority have a unique opportunity to reposition JFK within
the air cargo industry through boldness, initiative, and vision.
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RECOMMENDATIONS

The recommendations that follow are structured to develop a Strategic Plan (“the Plan™)
that integrates business, physical planning, and marketing considerations that will form the
revitalized JFK Cargo Program. The recommendations reflect realistic analyses of the viable
alternatives given the need for fiscal prudence and increasing industry-wide competition.

THE VISION

The vision is critical to the logic that underpins the initiatives. It would be the core of the
marketing and business development efforts, and the basis on which future physical
development is predicated.

John F. Kennedy International Airport (“JFK”) would be positioned as a true gateway that
encourages and accommodates robust domestic consolidation for international distribution,
and addresses the reverse logistics with equal efficiency. The aggressive forecast (which is
used for physical planning purposes) and demand/capacity analyses call for the Airport to
handle approximately 3,500,000 tons of cargo in 3,000,000 square feet of facilities by 2040.

Future facility development would be conducted by third parties in an environment that
shares both risk and reward, and works in a public-private partnership to control the costs
of doing business for tenants and users. All future Cargo development would occur in Zones
A, B, C and D as described in Chapter 6 of Section C in this document.

= Access to the Airport would be modified to enable tractor-trailer combinations with
53-foot trailers to pick-up and deliver cargo to the Airport and to the off-airport
facilities immediately surrounding the Cargo Zones. New facilities would be planned
to address roadway geometry for the larger vehicles and have ample room for truck
queuing and automobile parking.

= Fewer and larger common-use cargo facilities concentrated in Zone D would reduce
truck movements as well as vehicle dwell time on the Airport. This contributes to
reduced trucking costs and produces time savings for drivers. The reduced and
concentrated number of facilities would also contribute to reduced emissions and
more efficient traffic flows that would be facilitated by clear signage.

= Integrator operations would be concentrated in Zone C. This would also ease
trucking congestion and reduce queuing issues. Part of Zone C would be preserved
for the expansion of terminal capacity to accommodate passenger growth for the
next 30 years.

= Eventually the carrier cargo facilities in Zone B would be relocated to Zone D.
Zone B would be rededicated to customs brokers and freight forwarders creating an
on-airport Cargo Village. This would create a more efficient operating environment
for these supporting businesses, and accommodate their trucking elements and
employee parking which are problematic in the current off-airport environment.

= All cargo would be moved out of Zone A which reduces trucks on the southernmost
segment of the Van Wyck Expressway and would open up Zone A for new
development.

= Off-airport facilities and development would be considered for those businesses that
rely on shipping by air to give them immediate access to global distribution.
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Recommendations and strategies have been grouped to address the key findings identified
in the due diligence. For these planning purposes, air cargo is considered to be the core
business activity. A core business is one that involves high volume activity and provides an
“anchor” of sufficient scale to create a major revenue stream, justify long-term
development of the Airport, and sustain a variety of ancillary and supporting services and
businesses. The Airport must be able to develop clear competitive strengths in its core
business and plan around its continued presence. Sustaining this core business is the
critical priority of the Plan.

PRIMARY RECOMMENDATIONS:

Recommendation 1: Develop a single internal Port Authority Vision of the “new”
JFK cargo environment that reflects, and is consistent with the City economic
development goals and initiatives and the PA’s role to manage a regional system
that includes three commercial airports.

Discussion

The development of this Vision is essential to a strategic rebranding of JFK within the
air cargo industry. The reputation of the Airport as an aging facility and the
perception that the Port Authority of New York & New Jersey (“Port Authority™)
insists upon unyielding and uncompetitive business terms should be addressed.
The relationship between the Port Authority and New York City (“the City”) should be
strengthened so that the New York City Economic Development Corporation
(“NYCEDC” or “EDC”) and the Port Authority share a common perspective on
business development and that growth initiatives are mutually supportive.
This should include a strategic integration of on and off airport physical development,
partnering on creative business arrangements, and synergistic marketing.

Recommendation 2: Establish air cargo as a business center with specific cost
controls and revenue targets.

Discussion

With the variables and challenges of the air cargo operation, the Port Authority would
benefit from the creation of a separate business center. This would enable staff to
set parameters for a tiered pricing structure for ground rents, develop targets for
individual negotiations within a determined financial context, and evaluate the
cost-benefit of potential new initiatives. Additionally, an air cargo “budget” would
allow the Port Authority to better determine a dollar allocation for marketing.
Businesses typically allocate 1% to 2v% percent of their costs to marketing.
This percentage is obviously linked to a number of variables including market
position, dollar allocation priorities, overall funding capacity, etc.
See Recommendation 5.
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Recommendation 3: Finalize the preferred conceptual layout plan as the basis for
future development. Create renderings based on the alternatives that can be used
for marketing tenancies and use of the Airport.

Discussion

The Preferred Alternative may change slightly based on the results of current
analysis of runway options. Nevertheless, it will be important to develop a
conceptual rendering that can be presented to the industry for marketing purposes.
More importantly, however, the Preferred Alternative has been developed to provide
capacity for forecast demand in a fiscally prudent manner with all appropriate
phasing. Future development must be strategic rather than incremental to ensure
that the right facilities are available when needed. Other alternatives have been
prepared to accommodate potential different runway options.

All of the alternatives reflect concepts that would provide high levels of service,
safety, efficiency, and security for tenants and users, and incorporate state of the art
landside concepts. The currently accepted version can be found at the end of this
summary document. (See Exhibit A-1)

Recommendation 4: Immediately and aggressively pursue modification of the
constraint on large or 53-foot tractor-trailers on City roadways by allowing these
larger vehicles to access JFK and the surrounding air cargo community.

Discussion

For large trucking shipments that serve gateway airports the 53-foot trailer is the
vehicle of choice for efficiency and cost effectiveness. This vehicle can carry five
standard Unit Load Devices (containers) that typically measure 125’ x 96’ for cargo,
while a 48-foot trailer can only accommodate four containers. In an environment
where trucking costs have become increasingly important, the constraint on 53-foot
trailers, in effect reduces trucking efficiency to JFK by 20 percent and raises costs
correspondingly. This puts JFK and the Region in a non-competitive position with
other gateway airports.

While negatives cannot be measured, the industry outreach clearly indicated that for
a number of companies the 53-foot trailer constraint and the resultant cost impacts
of using smaller vehicles remove the City from their operating spectrum.
The potential economic impact is substantial. The forecast numbers show
approximately 1.5 million tons of cargo a year that would be handled by 53-foot
trailers in 2040. If the legal restriction were to be lifted, a modest increase of only
five percent in the trucked tonnage would equate to more than 1,400 more jobs.

Recommendation 5: Create and allocate funding for an aggressive and focused
marketing effort.

Discussion

During the course of the planning effort questions were raised by the
Port Authority/EDC regarding the amount of money that could/should reasonably be
allocated for marketing air cargo. Budgets at other airports are typically difficult to
access or are not specifically designated for air cargo. Representative numbers vary
based on available dollars, current market position, and regional interest, and
commitment and range from several hundred thousand dollars to several million.
The Port Authority and the City have no common vision for air cargo development
and although it continues to market air cargo at the highest levels of the Aviation
Department, the Port Authority has no marketing budget and no formal marketing
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plan. In light of the levels of competition for market share and the aggressive
posture of competitors in the northeast region of the U.S., it is essential that a
focused marketing effort be built on the new branding.

SUPPORTING RECOMMENDATIONS
PHYSICAL PLANNING:

Recommendation 6: Future cargo development should focus on larger facilities in
Zone D to contain costs by providing economies of scale.

Discussion

The Preferred Alternative recommends three large cargo facilities in Zone D that
would be the primary focus of carrier activity (other than integrators). The facilities
are double-decked and each capable of handling in excess of 1,000,000 tons with a
throughput of 1.5 tons per square foot. From an operating perspective the ideal
structure would be a single-handling company for each building. This would help
control costs through economies of scale, minimize the proliferation of equipment on
the cargo aprons, and expedite cargo processing. The focus on fewer large buildings
in a single Zone would also reduce truck traffic on-airport, the related carbon
footprint, and the dwell time of trucks. The reduced dwell time would lower trucking
costs — a major regional issue.

Signage, as part of the Preferred Alternative, would be simpler and easier to follow
for long-haul trucking, and short-haul connectivity with facilities across Rockaway
Boulevard would be easier and faster.

Recommendation 7: Maintain sufficient aircraft ramps to accommodate forecast
freighter traffic.

Discussion

Forecasted levels of freighter activity indicate a potential need for 38 aircraft parking
positions in a conservative operating scenario. The Plan recommendation is that
carriers would continue to meet long-term cargo demand through wide-body belly
capacity, reducing the growth rate for freighter activity. Increasing sophistication in
cargo handling equipment, and the emphasis on common-use facilities with a single
major handler as the primary tenant, provides for increased efficiency in turning
aircraft and optimization of ramp capacity. The Preferred Alternative provides
capacity for future needs.

Recommendation 8: Dedicate Zone C to the development of an integrator
complex.

Discussion

Both FedEx and UPS operate out of JFK. FedEx has the larger operation but has a
substantial amount of unreported truck-to-truck traffic to serve its Long Island
markets. The demand analysis calls for roughly 500,000 square feet of facilities to
accommodate substantial trucking and employee parking, as well as airside
operations. Concentrating this activity in Zone C, which may be slightly reduced by
future expansion of the Central Terminal Area, would enable all other carriers to be
accommodated in Zone D and distribute trucking movements, while improving levels
of service throughout all of the Airport cargo operations.
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Recommendation 9: Based on the Preferred Alternative, develop a “Cargo Village”

in Zone B for the ancillary and supporting services upon which cargo activity
depends. The focus would be customs brokers and freight forwarders.

Discussion

The Preferred Alternative provides for approximately 1.8 million square feet of
state-of-the-art facilities for customs brokers and freight forwarders. This business
segment would benefit from proximity to the on-airport cargo facilities. There are
clear indicators of demand, assuming the facilities can be developed and leased for a
price that the market will bear. Calculations indicate that this kind of incremental
development on-airport would provide a greater financial benefit to the City than
comparable off-airport development.

Recommendation 10: Explore the creation of a trade-oriented commercial
development in Zone A.

Discussion

This concept, developed in greater detail in the context of the analysis, would enable
the Port Authority to create a commercial development in excess of one million
square feet, without any impact on existing cargo facilities and without phasing
implications. The concept should be tested with a Request For Expression of Interest
(at virtually no cost) to assess feasibility and interest in the development
community. If development is considered viable, the project can progress, which
would quickly generate jobs, create a new image for JFK in the global trade
community, and generate a new source of revenue that could be used for cargo
development and related activities.

Recommendation 11: Provide a Certified Cargo Screening Facility to serve the
broker-forwarder community and small carriers.

Discussion

Current Transportation Security Administration (“TSA”) guidelines require screening
for all belly cargo. The cost of the equipment and the space requirements for the
breakdown, screening, and buildup of cargo make the operation problematic for
smaller users. Like the rest of the air cargo business, profitability is largely driven by
economies of scale. The provision of this service by the Port Authority or by a third
party to the regional cargo community and other potential users would provide
another mechanism to lower costs and improve marketability. The Preferred
Alternative includes this, but a facility could be added at an alternate site on a
near-term basis.

Recommendation 12: Provide capacity for Customs inspection in all cargo
buildings.

Discussion

U.S. Customs & Border Protection (“CBP”) has indicated that its clearance efficiency
could be greatly enhanced by providing a small inspection area in all cargo facilities,
which would allow for freight designated for inspection to be staged, opened, and
cleared. The presence of these clearance stations combined with fewer buildings to
which CBP Inspectors travel would facilitate clearance and hold times. It would also
enable CBP to make better use of its staff and optimize their output. The resultant
expedited clearance could translate into cost savings for trucking.
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Recommendation 13: Demolish or functionally shut down facilities determined to
be no longer viable.

Discussion

A dollar figure on the total operations and maintenance (“O&M”) costs for facilities
that are no longer used was not available. Nevertheless, estimates from previous
studies indicate that the cost in some facilities is as much as $2.00 per square foot.
The Port Authority has 3.5 million square feet of “cargo” facilities considered to be
unviable. The “closure” and/or demolition of fifteen percent of these facilities could
generate savings approaching $1 million a year. The savings could be allocated to
demolition of facilities that have the greatest adverse impact on marketing and
overall aesthetics, and in particular, those that would not be targeted for demolition
in the near future in conjunction with new development. Note that the cost of
demolition was not included in the scope of study but is of course a consideration.

Recommendation 14: Create an Aesthetic Concept that will be included in Design
Standards and Development Guidelines for all new cargo facilities.

Discussion

An important consideration in marketing is appearance. A majority of the existing
cargo facilities are in disrepair and the surrounding areas are not well maintained.
This affects overall marketing and has an immediate adverse impact on nearby
facilities that are occupied and functioning. Aesthetics are particularly important
where the cargo facilities are visible from public roads or airside where they are
visible from arriving or departing aircraft.

Recommendation 15: Initiate an immediate clean-up of the cargo zones.
Discussion

The appearance of the grounds surrounding many of the cargo facilities has an
adverse impact on marketing. While cargo operations are largely driven by costs,
carriers and supporting businesses also focus on value. The high costs of leasing
and doing business in the region will always be an issue. If potential tenants and
users do not perceive that the facilities and environs in which they operate are
well-maintained they will see less value for their investment and potentially seek
other alternatives.

Recommendation 16: Ensure that new cargo facilities have the capacity for
fumigation.

Discussion

The movement of perishables is an important segment of air cargo. On occasion
fruits, vegetables, and flowers may require fumigation. A number of existing cargo
facilities at JFK has climate controlled space for handling perishable products. This is
available in the form of portable coolers which do not provide enough capacity
currently. A fumigation operation requires about 300 square feet and can easily be
built into new construction. This provides a valuable service that can enhance
marketing at minimal cost.
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LANDSIDE OPERATIONS

Recommendation 17: The Port Authority and the City should ensure that the
Van Wyck Expressway is included as part of the designated highway network for
53-foot trailer access.

Discussion

As discussed earlier, access to JFK for 53-foot trailers is critical. While there are
broader access issues that will eventually need to be addressed for roadways in
areas around JFK, it is most important to recognize that the immediate goal is to get
the large trucks to the Airport. Work will eventually need to be done off-airport to
address physical constraints for the larger trucks at some interchanges along the
interstate highway network in the City, but that should be considered as phase two
of the initiative.

Recommendation 18: Reduce truck interaction with passenger activity on the
southernmost segment of the Van Wyck Expressway.

Discussion

With a long-term strategy in place to focus on the development of Zone D, and the
elimination of Zone A for cargo in the future, signage and roadway modification, as
appropriate, should be implemented to divert air cargo trucking from the Van Wyck
Expressway as it approaches the Airport to the east via JFK Expressway, 150 Street,
and Cargo Plaza.

Recommendation 19: Improve off-airport connectivity between the facilities in
Springfield Gardens and the Cargo Zones.

Discussion

A substantial amount of the air cargo — both inbound and outbound that is processed
through JFK, is handled in supporting cargo facilities around the Airport.
Connectivity is essential to reduce transfer time and costs. Levels of truck activity
peak to coordinate with international shipping windows that can cause congestion on
Rockaway Boulevard. The geometry of the existing access points should be reviewed
and modified, as appropriate, to facilitate turns and optimize roadway levels of
service.

Recommendation 20: Finalize negotiations and develop the JFK Truck Center.
Discussion

The Port Authority is finalizing the development of a trucking center that will enable
vehicles to be staged off the roadway system while waiting for cargo pickup.
The concept has been under consideration for some time and can immediately
impact both revenues to the Port Authority, levels of service and amenities to the
trucking industry, and carbon emissions by reducing truck movements and idling.
The Port Authority should also ensure that all trucks, not at a cargo facility, be
directed to the truck center and not be permitted to “hold” in unauthorized areas.
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Recommendation 21: Review and address roadway geometry for on-airport cargo
facilities.

Discussion

The improvement of access and egress to the individual cargo facilities can increase
the efficiency and safety of trucking operations. Future facilities and connecting
roadways in the Preferred Alternative are planned to accommodate larger trucks.
All roads in the cargo zones should have appropriate turning radii and truck courts
that allow for the maneuvering of full-size tractor trailers. A minimum depth of
150 feet is recommended for the truck court modifications. This standard should be
applied to leaseholds where change of turning radii and maneuvering depth is
possible.

Recommendation 22: Create a new numbering system for the cargo facilities.
Discussion

Because the JFK cargo community developed incrementally in four separate cargo
zones over the past 60 years, and because the building numbering system was in
large part chronologically derived, there is no apparent rational way of linking a
building to a Zone. Although the redevelopment of the cargo Zones would take a
number of years, the renumbering of the cargo facilities and linking them to a Zone
would expedite way-finding for the industry and provide additional value at minimal
cost.

Recommendation 23: Simplify pickup and delivery and reduce trucking dwell time
through fewer stops, more efficient landside planning, and technology.

Discussion

New facilities in the Preferred Alternative provide for fewer truck stops and increased
efficiency. Development criteria for these facilities should address landside
operations and specifically physical planning elements that will accelerate truck
handling. Facilities should be planned with an optimum number of truck bays to
minimize queuing operations and expedite handling. The number of bays may vary
based on the planned internal material handling systems and the nature of the
tenants’ operations.

An enhanced shipment-ready computer system would alert customers as to when
shipments are fully available for pick up and would schedule a window for pick up at
the facility. The system would need to be developed, require the acceptance of
off-airport cargo facilities to participate, and receive buy-in from the trucking firms.
Performance monitoring (e.g., average wait times at facilities) would also need to be
developed.

Recommendation 24: Review and update both directional signage and indicators
of building tenancies.

Discussion

Truckers travel from as far away as Vancouver to bring cargo to JFK. Changing
tenancies and the building numbering system make it difficult for a driver not
familiar with the Airport to locate a specific facility and/or tenant. Signage would
help direct truckers, unfamiliar with the Airport, off the Van Wyck Expressway as
soon as possible. This would reduce congestion and improve safety.
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Recommendation 25: Create a facilities update map that tracks tenancies on the
Airport and is available via internet to the cargo community.

Discussion

As another potential way to assist way-finding, an updated cargo facilities map
reflecting new numbering should be created. This could be easily updated and linked
to the Port Authority website, but also available as an electronically-transmitted
stand-alone document that can be used by the community to facilitate their trucking
activities.

BUSINESS DEVELOPMENT AND FINANCE

This set of recommendations includes leasing and activities related to property
management, as well as financial practices and policies. The purpose of these
recommendations is to establish a framework within which the Port Authority and the City
can mutually develop a more amenable business environment for the air cargo industry by
lowering and/or containing costs.

Recommendation 26: Create a tiered pricing structure for ground leases.
Discussion

There are clear indications of demand in the Customs Broker and Freight Forwarding
businesses for facilities on the Airport. The issue historically was that such
operations were not encouraged to be on JFK. That philosophy has changed since
the support functions clearly represent a strong potential leasing market and new
revenue stream for the Port Authority and ultimately the City. The primary
constraint has been cost. Although the business is willing to pay some differential
for an on-airport location, current cost structures and lease terms make it difficult for
small to mid-size firms to afford to relocate. The pricing analyses indicate that while
the differences between on- and off-airport pricing can be addressed, a tiered ground
rental structure that reduces the rate for land without ramp access, combined with
longer ground leases on development, will enable basic facilities to be developed and
leased.

Recommendation 27: Change the basic Port Authority leasing policy to enable
property staff to negotiate ground leases in excess of twenty five years.

Discussion

This Plan confirms the Port Authority strategy to utilize private developers when
financially feasible, to construct new cargo and cargo-supporting activities.
Given the size of the potential investment, and the need to amortize the investment
over time, it is essential that the length of the lease be extended to be competitive
with other gateways where 35- to 40-year lease packages are available. The longer
lease terms would allow developers to reduce the basic rents to tenants. The impact
on flow through costs to the buildings occupants and users should become a part of
future negotiations.
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Recommendation 28: Initiate ground lease payments with the start of beneficial
occupancy in new buildings.

Discussion

The Port Authority has historically required that ground lease payments for new
development begin upon the signing of the lease. This forces developers to factor in
this cost with the basic building lease payments accruing to tenants. This adds
substantial costs to projects, some of which are already encumbered by demolition
costs and potential contribution to infrastructure enhancements. The lease or
associated development agreement should address this but also include a "failure to
perform” provision.

Recommendation 29: Institute joint marketing and leasing provisions for new and
competing properties.

Discussion

A major consideration for developers is the potential competition from lower priced
existing Port Authority facilities. A cooperative leasing and marketing partnership
should be in place that would enable the new development to address capacity
challenges facing the Airport and accommodate new entrants to the Region.
Relocation of tenants from the Port Authority to a private facility can be directly
linked to demand and capacity issues, and developers can be required to
compensate the Port Authority under certain mutually agreed upon conditions, for
lost revenue. The intent is to prevent concerns over “pirating” tenants, creating an
unfair playing field that discourages new development.

Recommendation 30; Develop and implement a phasing plan that will accelerate
cash flow, minimize tenant moves and infrastructure modification.

Discussion

The Preferred Alternative presents conceptual development plans and phasing for the
development of all four Zones. Phasing factors include lease expiration dates,
property availability, and minimization of tenant moves. Ideally, a tenant should
have to move only once. The PA as any facility owner/operator especially in a
constrained financial environment needs to balance and consider near-term
development options with the financial implications of revenue losses associated with
long-term development considerations. The Port Authority has indicated that
near-term development options and the more immediate financial benefits that
development will bring may supersede the long-term considerations. This may alter
the recommended phasing plan. The phasing plan derived from the Preferred
Alternative is included in Appendix A.

Recommendation 31: Create a central clearinghouse for tenant alterations.
Discussion

A primary area of concern for tenants of Port Authority facilities is the ability to make
changes to the facility that allow them to be responsive to operating requirements.
In many instances, these improvements can represent cost savings, service
enhancements, and/or expanded capacity. Developing a central coordination and
follow-up point can ensure the completeness of requests, accurate routing, and
responsiveness to the tenant. This role could be filled at the Port Authority level or
at the Airport.
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Recommendation 32: Ensure the availability of up-to-date design standards and
development guidelines for tenants and potential developers.

Discussion

Part of the challenge of tenant alteration requests can be mitigated by a tenant
awareness program regarding design standards and development guidelines.
These should be updated consistent with any new safety, security, and/or code
modifications. The Port Authority has always maintained (or exceeded) consistency
with City Code. In light of the proposed volume of new development, the existing
guidelines should be revisited to ensure relevance to a long-term aesthetic.

Recommendation 33: Explore the feasibility of a joint City and Port Authority
Incentive Program to attract Airport tenants and users.

Discussion

The cost of doing business has been identified as a major consideration for JFK and it
will be important to reduce costs where possible. That being said, incentives can
play a role in the process after a level of tenant or user interest has been
established. While direct subsidies cannot be paid by an airport to a carrier, there
are a variety of options that are or could be available from the City and the Port
Authority to encourage both development and operation. These are discussed at
length in Chapter 8. The key in applying these incentives is to create a scenario for
continuing success. These are best achieved by orienting incentives to volume
discounts that flow through to all involved parties and achieving economies of scale.

Recommendation 34: Adapt and promulgate formal Performance Measures that
will both inform and guide the Port Authority and the City on cargo activity and
potential new initiatives.

Discussion

There are over one hundred measures that could be used to evaluate some aspect of
air cargo activity at an airport. The value of these measures varies from airport to
airport based on the tenant and user profiles, and general operating characteristics
of the overall air cargo program. The use of too many measures tends to diminish
their perceived value and the attention given to them by members of the cargo
community. Chapter 8 recommends two sets of measures that would provide critical
feedback to the Port Authority and its Senior Management, and to the City which will
have a different perspective on the operations.

Recommendation 35: Introduce a new cargo tonnage reporting system for Airport
tenants and users.

Discussion

Since 9/11 there has been increasing use of trucks operating out of air cargo
facilities for domestic freight operations. Cargo that moves on a truck-to-truck basis
is not reported to the Port Authority or to the Airports Council International. At JFK
the long-term forecast estimates that approximately 600,000 tons of annual cargo
will be unreported in 2040. This planning ambiguity that this volume represents
creates planning challenges for space allocation and utilization. This also disrupts
phasing of new development and distorts estimates of potential economic impacts
and job creation. The Port Authority should introduce a reporting system that would
enable them and the EDC to capture a more accurate understanding of how the JFK
facilities are being used.
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Recommendation 36: Re-evaluate the use of Industrial Development Agency
funding for cargo development projects on a case-by-case basis.

Discussion

Under the Master Lease the NYC Industrial Development Agency (“IDA”) is precluded
from financing new cargo development at JFK. While the Port Authority may be able
to provide financing conduits that can match IDA rates, the issue becomes one of
allocation of scarce Port Authority resources between future passenger, cargo, and
aviation support elements. Given the anticipated volume of new development, the
potential assistance from the IDA on a specific project should not be precluded
automatically, particularly if the assistance could be the key determinant for a new
market entrant and increased regional economic activity.

Recommendation 37: Review the Development Request For Proposal (RFP)
Process for simplification.

Discussion

One of the challenges for a public agency entering into an agreement with the
private sector is the requirement for a competitive process for partnership selection.
The cost to the developer of a response to a large cargo project solicitation can
exceed $500,000. This often discourages participation in a very intense, competitive
environment. A modified and very focused RFP process should be explored.

MARKETING

Recommendation 38: Develop a Port Authority Air Cargo Marketing Plan that
considers and integrates the City strategic input and participation.

Discussion

A formal, prioritized marketing plan for air cargo is essential to prioritizing workload
and the allocation of resources. The absence of a marketing budget for air cargo has
mitigated the need for the document to some extent. Nevertheless, the industry has
changed over the past five years and competition has increased substantially for
market share. If the Port Authority is to recapture lost tonnage and attract new
users, the agency and the City must make their presence known in the industry,
counter negative publicity and marketing by competitors, and present the new vision
of JFK. The traditional arguments of delivering air cargo to so many people
overnight must be replaced with an emphasis on cost control and efficiency, and
global capacity tied into domestic redistribution networks. Many of the elements of
the Plan are described in the recommendations that follow.

Recommendation 39: Establish a marketing budget for air cargo.
Discussion

The formulation of a marketing plan would enable the Port Authority and the City to
understand what efforts need to be undertaken. Once initiatives are evaluated and
prioritized, and the City and Port Authority have a sense of what should be done, a
determination can be made regarding budget allocation. Because of the limited
activity for the past three years and the absence of current marketing material, it is
anticipated that year one costs would be higher than years two and three. The first
year would be spent largely on refining the broad target market and pursuing specific
priority carriers. By year two the winnowing process would have been completed
and efforts could be much more focused.
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Recommendation 40: Correlate a Gross Domestic Product (“GDP”) analysis with
emergent aviation markets to assist in targeting and prioritizing marketing efforts.

Discussion

Utilizing data on geographic region and country specific GDP, the Port Authority can
identify highest relevant growth areas and develop a focused target list for
marketing carrier outreach. This would pertain to both existing users and potential
new entrants. While some regions have traditionally been strongholds for other
gateways, the potential represented by substantial growth in such areas as Latin and
South America, and Africa, must be considered on a structured basis. The work
would also include identification of any requirements for liberalization of bilateral air
service agreements and the development of statistical databases on air traffic and
demographic data to allow an efficient preparation of tailored air service information
packages.

Recommendation 41: Develop a cost/benefit route — weight analysis including
fuel burn calculation and time to market elements to compare JFK against other
established and emergent gateways.

Discussion

A route-weight fuel burn analysis would enable the Port Authority to further narrow
and prioritize the most profitable carrier markets. By drawing the comparisons to
competitors, the marketing group would be better positioned to discuss the actual
cost of doing business. This type of analysis is best focused on freighter operations,
although a similar application could be used for passenger development.

Recommendation 42: Create renderings of the proposed new cargo and
commercial development in the Zones.

Discussion

While it is understood that some of the development may change over the course of
the forecast period, it is important that the Port Authority demonstrate visually to the
industry the changes that are anticipated. This will be important for mature business
segments who have dealt with JFK over the years as well as marketing targets.
The renderings should present aspects of the development that reinforce visually, to
the extent possible, changes to landside access, aircraft parking, on- and off-airport
connectivity, and special services such as the Truck Center and central screening
facility, that would reduce costs, improve operations, and enhance the air cargo
community’s quality of life.

Recommendation 43: Develop new collateral material to address the planned
changes and offset the negative marketing on security and costs from
competitors.

Discussion

JFK must present a new image to the industry. It is constantly denigrated by
competitors for issues both real and manufactured. It is a gateway with high costs
in a business environment that is cost sensitive. New material that positions the Port
Authority and the City as partners with the industry and stresses cost containment
and security as well as time and operational enhancements including access will be
important to the message. Renderings and cost analyses should be part of the
material. Generic, adaptable presentations should be prepared by the Port Authority
and the EDC. The possibility of incentives should be introduced as part of the
material.
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Recommendation 44: ldentify and initiate joint PA-EDC marketing initiatives.
Discussion

As gateways compete with one another for a larger piece of the global market, more
airports are teaming at some level with their city or region to extend marketing
discussions beyond the typical parameters within which airports normally market
themselves. This added dimension often includes elements such as facilities and
services for regional partners and available incentive programs all geared to business
elements of a carrier’s operations. In marketing to Asia, the involvement of a City,
particularly one as prestigious as New York, adds substantial weight to the
discussions and opens the discussions up on issues such as quality of life which, to
the Asian markets, is significant.

Recommendation 45: Develop generic Sales Kits with specific inserts for market
segments —carriers, trucking, customs brokers and freight forwarders.

Discussion

Sales Kits should be available for all marketing and property representatives.
This can be a four, six, or eight page folder with the capacity to handle inserts that
should be developed for carriers, truckers, and supporting industries.
These business segments have different interests and concerns that should be
addressed in the relevant insert. For example, the Zone B Cargo Village would have
a special insert for brokers and forwarders, while Zone D would address the issues
with which carriers are concerned

Recommendation 46: Increase targeted trade show participation.
Discussion

Because of budget reductions, the Port Authority does not participate in air cargo
industry trade shows. Historically, involvement has always been an issue because
the Port Authority has been sensitive to outside perceptions of agency staff travel,
particularly to overseas destinations. The Port Authority is one of the few airports of
international stature that is not represented at meaningful international air cargo
events. In many instances cities also participate with an airport to maximize the
impression made on targets and to develop a better understanding of the synergies
joint marketing can offer. Part of the issue with these trade shows is their sheer
number, which makes prioritizing attendance problematic. Nevertheless, there are
at least four annual events that should be targeted for marketing air cargo at JFK:
1) TIACA (The International Air Cargo Association), 2) IATA — the International Air
Transport Association, 3) Routes — Europe, and 4) Routes - Asia. Additionally, the
Port Authority should target a conference focused on Latin America. The Air Cargo
Americas conference held every two years in Miami should also be considered. It is
important that the Port Authority and the city representatives who participate are
knowledgeable and can speak with some authority on the issues.

Recommendation 47: Develop multi-lingual marketing material on a selective
basis for top priorities.

Discussion

While English is a fairly well-accepted language in the aviation industry, it is less so
in emerging markets. Beyond that, it is a professional courtesy and sign of respect
to have presentation material available in the home country language. It is
impractical to consider a large number of languages. Once the primary geographic
targets have been identified, the top three may be appropriate for translation.
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Recommendation 48: Create a Port Authority/The City air cargo-oriented
marketing presentation and tour.

Discussion

As a high priority market for most global carriers, City and the Port Authority with a
regional airport system will receive requests for assistance with tours, operational
and technical assistance, and general planning help from carriers, airports, and
foreign governments. This may involve assistance with hotels, restaurants, and
other social amenities, as well as site and facility visits, and classrooms.
Responsiveness to such requests is an excellent marketing tool and each represents
an opportunity for new business.

Recommendation 49: Create a Port Authority/City public outreach initiative to
inform the public on air cargo issues.

Discussion

In addition to the enhanced marketing efforts, a public information and outreach
program should be created to ensure that the region understands the complexities,
challenges, and benefits of air cargo.

Recommendation 50: Develop and Market the Zone A “Trade Mart” Initiative
Discussion

The development of Zone A for commercial trade-related purposes would be best
pursued as a joint venture between the Port Authority and the City. The Port
Authority must be involved because the property is on-airport and subject to the
appropriate operating, safety, and security guidelines and restrictions. The tenancies
of the primary facilities, however, would more appropriately fall outside the Port
Authority’s basic marketing expertise but would be well-suited to the charter of the
EDC. The physical development would be a PA responsibility and the marketing
would be substantially enhanced through the activity of the EDC. There are major
firms that would be interested in exploring such a concept.

OFF-AIRPORT

A major component of the planning effort involved reviewing off-airport facilities and
markets, and assessing what could be done to revitalize the real estate market and
potentially create new jobs. The primary issues are that in the millions of square feet
surrounding the Airport, vacancy rates are very low, developable land is extremely limited,
and existing uses are fragmented among numerous property owners. The challenge,
therefore, is to create a concept that is viable from a cargo development perspective and
has a reasonable chance to be coordinated. The intent is to create a development zone that
encourages cargo growth by accommodating a range of activities that provide additional
value and levels of service to the movement of goods by air.
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Recommendation 51: Pursue the adaptive reuse of off-airport facilities for
logistics support and value-added services for air cargo.

Discussion

This recommendation has several critical subcomponents that must be evaluated
independently and will be ultimately linked to the development of the on-airport
cargo village in Zone B. The underlying premise is that the development of Zone B
will create vacancies off-airport that would allow for adaptive property and building
reuse and/or redevelopment. The critical steps include:

1. Determine the timing and size of the initial construction for on-airport support
facilities in Zone B and, on a more limited basis, in Zone D.

2. Assess the demand for facilities that provide for activities such as light assembly
or manufacturing of air eligible products, specialized packaging, perishables
processing, critical parts supply, fulfillment, and electronics repair. The pursuit of
value added services for off-airport trade development, would create some
additional business synergies from which the success of Zone A would benefit.

3. ldentify property owners that have holdings sufficient to form a critical mass for
an off-airport development.

4. Develop a potential incentive package for key property owners and develop a
relocation strategy to the airport for tenants wishing to relocate. These incentives
could include tax benefits for property and capital expenditure, training, an
economic development zone, etc.

5. Based on the nature and size of the development, explore financing and
development alternatives including the participation of the private sector in
infrastructure modification.

6. As tenanting progresses, consider the extension of Foreign Trade Zone (FTZ)
status to the development. FTZ status would be a major advantage for importers
whose products would fly into JFK to be processed and redistributed domestically.

This is a complex initiative and will require close coordination between the Port
Authority and NYCEDC to evaluate its feasibility and execute implementation
strategies.

Recommendation 52: Create a “virtual” Cargo Village which includes off-airport
facilities.

Discussion

The off-airport cargo community at JFK is one of the largest in the world, and
provides an unsurpassed amount of knowledge and experience in domestic and
international goods movement to include services that accommodate virtually every
kind of product shipped by air. Creating a “virtual” cargo village that includes on-
and off-airport businesses would provide a much expanded and more accurate
picture of the services and facilities that are available. This is basically a marketing
concept that would incorporate the off-airport facilities into the JFK marketing and
development effort and would typically be included in a marketing plan.
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The Issue of Infrastructure Financing

During the course of the planning effort, the Port Authority and EDC requested
guidance on the best method of financing infrastructure projects on- and off-airport.
Experience indicates that there is no best method.

It is anticipated that most future development will involve a private partner
(or partners) in some form if not in entirety. Each project must be evaluated on a
case-by-case basis because of the variables involved. The cost and availability of
money, equity participation, conflicting public resource allocation priorities, as well as
basic variables such as risk, timing and demand, and the potential for a more
creative public-private partnership agreement on long-term ownership or revenue
sharing will determine how best to finance a project.

It is not unusual for an RFP to generate several responses with widely divergent
approaches to financing. In any such project the financing can impact the revenues
which are split among the developer, his financing entity, the airport, and/or the
City. The timing and amount of the cash flow may be very important considerations
with regard to which financing option is preferable. Lastly, one of the key
considerations is how the financing option impacts the basic rent and fee structure
that will flow through to the tenants. A high rate of return to the Airport or the City
from a building with a prohibitive rent structure is worthless.
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SECTION B
IMPLEMENTATION PLAN

NEXT STEPS

This section lays out a timetable for implementing the recommendations for the Air Cargo
Study (“the Plan™). The schedule is predicated in part upon approvals of the Plan, the time
it takes to establish and/or coordinate functional responsibility, and the availability of
reasonable funding. The Plan also recognizes that physical development will be based on
market — driven factors. No new development is recommended except where currently
indicated as a need by the industry, or where the analyses indicates a benefit would accrue
to the Port Authority of New York & New Jersey (“Port Authority”), New York City
(“the City”), or regional stakeholders. There are no “if you build it they will come”
assumptions, nor should there be. New regional business concepts can and should be
tested with responsible stakeholder interest, and new development will largely accrue to the
private sector.

There are several clear and overriding considerations for implementation. The first is a
designation of appropriate leads for the Port Authority and the Economic Development
Corporation (“EDC™). For the Port Authority this is essential because the air cargo operation
is not defined as a separate business center and its management is split among the central
offices, properties, financial, marketing, and financial staff — most of whom are in discrete
business units. Coordination on time-sensitive issues or those that require multi-unit input
can be problematic. The EDC is essentially new to the air cargo business and to airport
operations. This adds a requirement to “educate” as well as coordinate on the development
of appropriate strategies and initiatives. Effective marketing and the potential realization of
several recommendations will depend on teaming and cooperation, which in the past has
not been required.

The situation will be compounded by timeframes. Implementation will take place over a
decade. Issues and staff, and potentially political perspectives, will evolve and change.
While the Plan does not suggest rigidity, it will be important to create and maintain a vision
that will become JFK to the global air cargo industry.

The timeframes that follow are estimated based on reasonable planning assumptions.
A number of these are predicated upon certain sequencing which may vary. There are also
a number of relatively inexpensive quick-turn items that can be pursued almost
immediately. Where possible these should be pursued to demonstrate interest and
commitment. The steps are not completely prioritized since it is assumed that there will be
multiple leads from either the Port Authority or the EDC, and a number of tasks may
proceed simultaneously.
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2012

1 Implementation — Port Authority/EDC
1. Designate the City and Port Authority leads and create the Planning Team.

2. Review the Plan and determine top priorities for implementation based on
designated and available staff.

Create a proposed time frame for starting implementation.
Determine priority issues for on- and off-airport integration.

Determine levels of financial contribution.

A S

Determine the Vision of the “new” JFK cargo environment that reflects and is
consistent with the City’s economic development goals and initiatives.

7. Determine introduction strategies for the local community and the industry.

2 Establish air cargo as a business center with specific cost controls
and revenue targets — Port Authority

1. Designate lead for the air cargo business center.

2. Determine air cargo elements to be included and the revenues and costs for
each.

3. Establish a budget for the business center.
4.  Allocate appropriate dollars for business development/marketing.

3 Pursue modification of the constraint on 53-foot tractor-trailers —
Port Authority/EDC

1. Develop and initiate a detailed trucking survey to quantify use (or non-use) and
potential implications for air cargo.

Quantify potential adverse impact on air cargo growth.
Explore IT applications for tracking and verification.

Develop core strategy for New York State Department of Transportation
(“NYSDOT”) discussions.

5. Address the Van Wyck Expressway as the initial priority with Springfield
Gardens to follow.

4 Create a central clearinghouse for tenant alterations — Port Authority
1. Review the existing process internally.
2. Check with tenants to identify processing issues and choke points.

3. Ensure tenants have the most recent design standards and development
guidelines.

Identify common errors based on tenant misinformation.
Determine average processing time and set new performance targets.

Determine new internal process and lead.
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5 Explore a trade-oriented commercial development in Zone A — Port
Authority/EDC

Determine the Project Lead.

Review the development concept and in detail and identify phasing issues.
Determine agency roles and responsibilities.

Identify potential bidders.

Develop the core business assumptions.

Create defined physical parameters.

Identify development considerations and challenges.

Create an “offering sheet” discussing the concept.

© 0 N o O s LNR

Issue a Request for Expression of Interest (“RFEI”) and schedule a meeting and
site tour to determine interest.

10. If interest — issue a limited Request for Proposal (“RFP").
11. Identify a regional broker for assistance.

6 Finalize negotiations and develop the JFK Truck Center — Port
Authority

1. Provide right of first refusal on possible future relocation. This will give a
developer options to remain involved in the event physical relocation of the
facility is required.

7 Initiate an immediate clean-up of the cargo zones — Port Authority
1. Review existing lease requirements on cleanup and site maintenance.
2 Announce site inspection schedule.
3. Determine penalties for failure to cure.
4

Identify Port Authority controlled areas where appearance is an issue and
initiate cleanup.

8 Introduce a new cargo tonnage reporting system — Port Authority
1. Identify existing problem areas with carriers under the current system.
2. Create motivation to comply.

3. Ensure format captures data that is unreported captures truck to truck traffic
and does not duplicate.

Establish internal monitoring and collection parameters.

5. Determine distribution format and methodology.
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10

Re-evaluate the potential use of Industrial Development Agency
(“I1DA”) funding for cargo development - EDC

1. Determine how best to modify the Master Lease
2. Identify parameters under which IDA funding might become an option.
3. Outline the process that would be required.

Develop a joint Port Authority/City public information and outreach
program on air cargo — PAZ/EDC

Section B — Implementation Plan | Page 4
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2013

1 Finalize the Preferred Alternative — Port Authority
1. Review runway alignment options and compare to the Preferred Alternative.
2. Modify Alternative as appropriate.
3. Finalize Alternative for marketing and business development purposes.
4. Finalize the Phasing plan.
2 Develop an Air Cargo Marketing Plan — Port Authority/EDC
1. Determine the lead for air cargo marketing and designate the marketing Team.

2. Use Gross Domestic Product (“GDP”) analysis to help target and prioritize
efforts.

3. Develop a cost/benefit route — weight analysis including fuel burn calculation
and time to market.

Determine budget allocations.

Identify any bilateral or trade constraints.

4
5

6. Identify existing tenants and/or users with growth plans.

7 Identify existing tenant/user partner needs and opportunities.

8 Determine priority markets by geography and market segment.

9 Develop key marketing message for general publication.

10. Develop key messages for specific market segments.

11. Create renderings of the proposed new cargo and commercial development.
12. Identify off-airport opportunities.

13. Develop new collateral material.

14. Develop generic Sales Kits with specific inserts for market segments.

15. Develop selective multi-lingual marketing material.

16. Identify joint Port Authority-EDC marketing initiatives.

17. Develop a prioritized list of targeted trade show participation.

18. Determine potential participants.

19. Create an Airport/City marketing presentation and tour.

Section B — Implementation Plan | Page 5
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3 Explore reuse of off-airport facilities for logistics support - EDC/Port
Authority
1. Determine the timing and size of the initial construction for on-airport support

o ok w b

facilities in Zone B and on a more limited basis in Zone D.

Assess the demand for facilities that provide for support activities.

Identify property owners that have holdings sufficient to form a critical mass.

Develop a potential incentive package.

Review private sector financing and development alternatives.

Assuming demand, consider the extension of Foreign Trade Zone status to the

development.

4 Explore developing a “Cargo Village” in Zone B — Port Authority/EDC

Select a broker with whom to work.

2. Coordinate with off-airport targeted consolidation opportunities.
3. Develop strategies for approaching partner owners and incentives.
4. Identify immediate opportunities based on phasing in Zones B and D.
5. Establish development time frames.
6. Determine the potential capacity of initial development.
5 Introduce a Certified Cargo Screening Facility — Port Authority
1. Confirm the site and timing for long-term use.
2. Identify an existing facility for potential interim screening.
3. Develop core business assumptions and terms.
4. Develop and issue an Request for Qualifications (“RFQ”).
6 Adapt and promulgate formal Performance Measures — Port

Authority/EDC

1.
2.
3.
4.
5.
6.

Identify project leader.

Finalize performance measures.

Determine measurement and reporting processes.
Determine cure periods as appropriate.
Determine implications of failure to comply.

Coordinate with the cargo community.
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Create a joint City/Port Authority Incentive Program — EDC/Port
Authority

1. Determine Project Lead.

2. Identify key marketing areas where existing and new incentives might be
helpful.

Create Incentives Menu consistent with FAA guidelines.
Determine process for consideration and application of benefits.

Establish evaluation criteria.

o o koW

Determine points at which the City should become involved and how.

Provide capacity for Customs inspection in all cargo buildings — Port
Authority

1. Meet with Customs to determine space requirements.

2. Define potential benefits of enhancements.

3. Include capacity for Customs in development guidelines for new facilities.
4. Explore with existing tenants potential carve out of space.

Implement a signage and locator program — Port Authority/EDC
Identify existing directional signage.

Review accuracy of building signage.

Survey community for feedback and concerns.

Identify off-airport needs.

Identify on-airport needs.

Create a new numbering system for the cargo facilities.

Create a facilities update map.

Update building tenancies.

© 0 N o g~ wNRE

Distribute to the regional cargo community.

=
o

Link to the Port Authority’s website.

[y
=

Institute signing to divert air-cargo trucking from the Van Wyck Expressway
eastward via JFK Expressway, 150 Street, and Cargo Plaza.

Create a tiered pricing structure for ground leases — Port Authority

1. Determine targeted differentials between property with and without airside
access.

2. Determine and test market a targeted facility lease rate extrapolated from a
modified ground rent.

3. Factor in the cost of money and length of lease to calculate potential lease
payments.

Calculate overall financial impact.
Establish a modified ground rent structure.

Determine other lease terms as appropriate.
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Change the basic Port Authority leasing policy to enable property
staff to negotiate ground leases in excess of twenty five years — Port
Authority

Initiate ground lease payments with the start of beneficial occupancy
in new buildings — Port Authority

Create a “virtual” Cargo Village which includes off-airport support
facilities — Port Authority/EDC

o ok w N

Determine the Project Lead.

Explore the concept with regional business and industry associations.
Identify primary stakeholder concerns and issues.

Develop a potential marketing concept for stakeholder review.
Determine marketing control and legal implications.

Establish participation criteria.

Demolish or functionally shut down facilities determined to be no
longer viable — Port Authority

1.

2.

Identify all non-viable facilities and determine current O&M costs.

Determine cost of demolition and clean up versus opportunities for new
development consistent with Preferred Alternative and phasing plan.

Shut down facilities as appropriate.

Determine feasibility of allocating cost savings to demolition and site
preparation.
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2014

1 Refine the operating requirements of the Integrators to ensure the
continuing viability of Zone C
1, Meet with the Integrators to update operational requirements.

2. Update forecast volumes.
3. Determine facility and ramp requirements.
4.

Determine landside requirements.

2 Update Design Standards and Development Guidelines for all new
cargo facilities — Port Authority

1. Create an Aesthetic Concept on a zone by zone basis.

2. Include a Customs inspection area in the new cargo facilities in Zone D.

3. Include a provision for a fumigation facility in new cargo development.

4. Include a provision for a truck-tracking Information Technology (“IT”) system.
3 Improve off airport connectivity between the facilities in Springfield

Gardens and the Cargo Zones — Port Authority

1. Review and modify, as appropriate, the geometry of the existing access points
to facilitate turns and optimize roadway levels of service.

Review and address roadway geometry for on-airport cargo facilities.

A minimum depth of 150 feet is recommended for the truck court modifications
to the leaseholds of turning radii and maneuvering depth should be made
where possible.

5 Simplify pickup and delivery, and reduce trucking dwell time through
fewer stops, more efficient landside planning, and technology — Port
Authority

1. Explore shipment-ready computer systems to alert and schedule customers for
cargo pick up.

2. Coordinate system introduction with the regional cargo community and major
trucking firms.

Include, where applicable, customer inputs.

Introduce a performance monitoring system.
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2015+

With the exception of the planned Truck Center and a cargo facility currently under
negotiation, future development and related phasing will be driven by market triggers and
physical planning needs. The original Master Lease for the Airport between the Port
Authority and the City would have expired in 2015. A number of ground leases are
naturally linked to that date. The expiration of those leases will provide the Port Authority
with an historical level of development flexibility to implement the broad changes that are
envisioned.

It is anticipated that the regional market for air cargo and the supporting business and
physical infrastructure will remain strong if appropriate modernization occurs. The private
sector will be a strong partner in future growth. The partnership opportunities for
development both on and off airport will be substantial and varied, requiring case-by-case
consideration and public sector creativity and willingness to explore new risk-reward
scenarios with regard to financing. The ability to consider different options will be critical.
It is possible that each development scenario, when defined, will have different goals and
objectives. This will make it virtually impossible to prioritize the ‘best” financing options at
this time.

The Port Authority and New York City will face numerous challenges over the coming decade
as they seek to re-energize the air cargo business at JFK. Increasing levels of competition,
and rising costs regionally and within the industry will be the primary challenges. This Plan
outlines an approach that is consistent with the best practices at major cargo airports
throughout the world, and recommends initiatives that are fiscally sound, operationally
pragmatic, and reflective of the most current security considerations. The full development
of the new facilities as proposed will take up to ten years and should be driven by market
forces. In moving forward adherence to the plan must be balanced with appropriate
flexibility. Nevertheless, it will be important to maintain an integrated business and physical
planning vision that positions the long-term success of JFK’s cargo operations over near-
term financial benefit.
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CHAPTER 1
GOALS AND OBJECTIVES OF THE PLANNING EFFORT

As the air cargo industry evolves, the region and its airport system must implement
changes that both respond to emerging trends and anticipate future needs of its logistics
partners. New York City (“NYC” or “the City”), through the New York City Economic
Development Corporation (“NYCEDC”), and the Port Authority of New York & New Jersey
(“Port Authority”) have therefore initiated a strategic planning process to review and
revitalize the air cargo market of John F. Kennedy International Airport (“JFK” or “the
Airport™). The resultant strategic plan will create an impetus for new facilities and business
practices on-airport as well as regional real estate redevelopment and job growth. The work
was begun with the understanding that the following goals were to be targeted in the Plan.

= Grow and enhance air cargo movement within the JFK Study Area

= Increase cargo-related employment opportunities available within New York City
= Promote a comprehensive regional freight policy and public investment

= Diversify and expand industrial business in the City and in the New York region

= Generate new investment in cargo-related facilities and infrastructure to serve the
City and JFK

= Maximize real estate usage and operational efficiencies within the JFK Study Area

1.1 OBJECTIVES

The Study will result in an Action Plan addressing planning, policy, and investment
considerations based on the goals stated above. The Action Plan will include each of the
objectives listed below:

= Develop, where applicable, best practices in cargo-related operations and logistics,
including cargo processing times, and traffic transportation times, security screening,
freight forwarding, and trucking operations both on- and off-airport.

= Develop methodologies for promoting the New York airports to incumbent and
prospective carriers.

= Establish baseline metrics by which the City and the Port Authority can evaluate
future improvements and investments made both in and around JFK airport.

= Review and address development, management policies, and procedures in
accordance with the City’s and the Port Authority’s project goals.

= Forecast potential 5-, 10-, and 20-year air cargo demand for JFK and the Region to
include tonnage, aircraft operations, and the nature of how the cargo will move.

= Assess the real estate requirements (i.e. facility types and sizes, locations) needed to
accommodate projected freight volumes, both on- and off-airport.

= Address air freight activities as they relate to roadway access/congestion, facilities
and real estate investment/development, and general business growth in and around
JFK Airport.

= Quantify and define the relationship between on- and off-airport issues as they
impact the growth of air cargo and related uses.

= Create a marketing strategy for short- and long-term promotion of JFK and the
region as a hub for future cargo volume growth.

= ldentify on-and off-airport infrastructure constraints and access choke points.

—_—
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1.2 PLANNING GUIDELINES

In pursing the separate tasks in this effort and developing final recommendations, the
Team considered the following guidelines. This was done to ensure that the work remained
on-target, reflected the realities of the air cargo industry, created initiatives that are fiscally
prudent, and benefited not only the Airport and the City, but JFK’s tenant’s and users.

= To ensure that JFK’s aviation mission is protected. Simply stated this means that the
operating infrastructure and capacity of the Airport will not be adversely impacted by
any recommendations, and that safety and security will always be paramount
considerations.

= To stimulate regional development activity both within and extending beyond the
Airport boundaries. A key consideration for cargo growth will include exploring the
viability of attracting new businesses into the Region that will not only enhance cargo
volumes, but also create new jobs.

= To create new jobs for the region.

= To base the Plan in an understanding of cargo industry dynamics and factors driving
the growth of cargo in North America.

= To ensure the Plan will be “realistic” so that expectations can be managed.

= To enhance Airport revenues without an adverse impact on operating costs to
tenants and users.

= To ensure that Airport and Airport-stimulated development are compatible with the
planning and infrastructure of the surrounding community.

= To prepare a conceptual development plan that will recognize state-of-the-art
sustainability considerations.

= To carefully consider business and physical planning options for the redevelopment
of the four existing cargo areas.

» To identify and prioritize off-airport access improvements that would foster cargo
growth and optimize landside access and egress options to individual facilities and
cargo complexes both on- and off-airport.

» To ensure that the approaches to the current and future runways and all transitional
surfaces are protected and all operating and safety guidelines addressed.

» To create a conceptual development plan for cargo facilities and infrastructure that
includes optimum security and safety provisions.

= To strategize how best to configure the shape and size of parcels to enhance their
marketability and utility.

» To evaluate development options from both a private sector, and the City and the
Airport perspective. This will enable the Team to recommend appropriate funding
options and mechanisms attractive to the private or public sector for on- and
off-airport properties and business development.

» To create scenarios that will facilitate successful marketing to the aviation and air
logistics communities.

= To develop a framework for marketing cargo services to carriers and supporting
businesses at and around JFK.

—_—
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CHAPTER 2
UNDERSTANDING THE ISSUES

This Chapter summarizes the major factors affecting air freight at John F. Kennedy Airport
(“JFK” or “the City”) between 2000 and 2010. Many of the trends appeared in the early
1980’s after airline deregulation, became more evident in the 1990’s, and were clearly
manifest throughout the air cargo system at the turn of the decade. The next decade
brought a continuation of these processes, although the terrorist attacks of
September 11, 2001 introduced major changes in security.

2.1 UNDERSTANDING AIR CARGO

One of the primary challenges in developing regional air cargo strategies is the general lack
of understanding that most people and organizations not involved with goods movement,
have of the air cargo industry. It is built around time and cost and offers its constituents an
incredible amount of flexibility. Before discussing the trends that have affected JFK,
therefore, it is important to provide some context as to how cargo operates, the major
business partners, and the factors critical to success.

The Federal Aviation Administration (“FAA™) defines air cargo as freight and mail. It is also
typically categorized as either international or domestic. Because of its role as an
international passenger airport, JFK handles large numbers of international, wide-body
aircraft with substantial amounts of belly capacity. (Note that “belly cargo” refers to cargo
that is carried in the hold of a passenger aircraft.) Many international passenger carriers
also operate freighters. This creates an ideal interlining operation with the diverse domestic
passenger and integrator operations at the Airport. The result is one of the broadest air
distribution systems in the industry.

Air cargo shipments begin with the shipper. This can be an individual or a major
manufacturer. For purposes of this narrative they will both be considered “the shipper.”
Shippers have the option of taking a product directly to a carrier or alternatively using a
third party logistics provider (usually a freight forwarder) to find the best shipping options
and to ensure that all the arrangements are made. The graphic below indicates four
shipping channels: an integrated express carrier like FedEx, an integrated forwarder like
DHL or TNT, a non-integrated forwarder like Expeditors or Panalpina, or a carrier.

These entities will ensure that the shipment is trucked safely to the airport where it will be
enplaned. Sometimes forwarders will work with consolidators to combine shipments to a
common destination. By combining the shipments, the cost per pound can be reduced and
a savings theoretically passed along to everyone in the shipping chain. Domestic shipments
are typically off loaded at the destination airport and are picked up by, or delivered to the
consignee by truck.
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World Air Freight Industry
Distribution Channel Analysis
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For international shipments, it is necessary for the shipment to be inspected by the Customs
officials of the destination country. Because this can be a detailed and cumbersome process,
the shippers and forwarders typically work with a Customs Broker (an importer) who works
with the government agencies to clear the goods for entry into the country. Once cleared
the shipment is picked up by, or trucked to the consignee. Upon occasion, the shipment
may be moved to a container freight station for basic handling and customs inspection.
Subsequently the shipments are broken down for individual consignees and delivered by
truck. The roles of the different participating entities are discussed in greater detail later in
this section.

It is important to remember that virtually all air cargo begins or ends its journey on a truck,
making the ground distribution system as critical as the air distribution. The design and
location of airports and their cargo facilities must take this into consideration and be capable
of accommodating growth in the landside component of the operations commensurate with
growth on the airside.

To facilitate shipping, freight forwarders have become independent booking links between

manufacturers, shippers and logistics operations, and the non-integrated carriers control
about 70 percent of international cargo. Typically, to keep costs down, they book blocks of
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space with carriers in the belly of passenger aircraft. The other 30 percent is carried by the
integrators who will accept shipments directly from shippers and upon occasion will take
bookings from a forwarder. On international shipments, integrators may compete directly
with airline/forwarder alliances for business but overnight delivery does not necessarily play
as vital a role in international shipping. Forwarders and shippers will also utilize freighters
operated either independently or by the passenger carriers. In certain instances, carriers
may lease freighter aircraft from a company such as Atlas or other Aircraft, Crew,
Maintenance, and Insurance (“ACMI”) carriers, but the numbers of such operations and their
impact on airport handling requirements and infrastructure are not typically significant.
One of the keys to successful international goods movement is clearance by the federal
agencies. Easy and timely access for inspection is vital. If the federal agencies do not have
the staffing to accommodate timely inspection and clearance, the best facilities and location
in the world will not move international cargo effectively.

Domestic cargo differs dramatically from international. It is not related to Customs
clearance, is dominated by the integrators, is less influenced by forwarders, has an
enormous trucking component, and creates substantial demands on the airport’s
aeronautical infrastructure. Integrators carry 90 percent of domestic cargo.
Competition among the integrated carriers is driven by guaranteed overnight (or other time
definite) delivery to almost any location. Integrators operate with a very tight shipping
window to their mid-west distribution hubs; this creates a concentration of ground traffic
within a region as trucks bring the packages to the airport at the last possible minute.
Of the remaining 10 percent, large volumes move in the bellies of passenger aircraft.
The goods are not typically as time sensitive, and arrive at the cargo facilities (both origin
and destination) in smaller concentrations, but with much greater frequency, and without
such well-defined shipping windows.

In combination, these segments of the cargo business create pressure on airports to provide
more: a) passenger terminal capacity and proximate aircraft apron; b) expanded
warehousing, Ground Service Equipment (“GSE”), and office space; c¢) a more extensive
network of restricted service roads; d) more remote apron and accessing taxiways;
e) building frontage, customer, and employee parking; and f) improved roadway access and
geometry. Of the major gateways, only JFK and Chicago O’Hare International (“ORD”)
airports are positioned to deal effectively and comprehensively with the future requirements
of both the passenger and cargo segments of their business.

In an ideal environment, space for the on-airport cargo community would be expansive
enough to include a full complement of the supporting and ancillary businesses that are
important components of an air cargo operation. Geographic proximity to the carriers
allows these other businesses to realize operational and financial benefits, while providing
higher levels of service to their customers. This integrated “cargo village” is considered by
many airports their key to success in the air cargo business.

2.1.1 CRITICAL CARGO VARIABLES

The goods movement industry continues to experience dramatic changes. Factors such as
consolidations, rising fuel costs, changing distribution patterns, increased reliance on speed,
e-commerce, and high-speed logistics will require that individual airports re-examine their
business goals, market priorities, physical capacity, and the compatibility of these three
criteria in meeting the challenges of accelerating growth. Ten critical variables of goods
movement by air are described below. All of these variables impact JFK to some degree.
Although some of the variables are not air cargo specific, they reflect changes that will
eventually affect air cargo volumes at JFK and its long-term compatibility with industry
needs.
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Growth in the passenger markets. Global forecasts by Boeing, the FAA, and the Airports
Council International indicate that the world passenger market could double over the next
20 years. Airports will be challenged to provide the resources to achieve targeted levels of
service for both passenger and cargo growth. In instances where the capacity of an airport
is exhausted, there will be pressure to shift the most easily relocated business segment — in
most cases, cargo — to the nearest, most viable alternatives. Among the major U.S.
gateways, JFK has the most flexibility to accommodate both passenger and cargo growth.
The four cargo areas of JFK can easily accommodate three times the current cargo volumes.
Carriers on international routes are using wide-body belly capacity for an increasing
percentage of their cargo. This is a two-edged sword for JFK. On the one hand, increased
passenger activity will grow the cargo business. On the other hand, as international
passenger operations continue to proliferate from other airports, there will be fragmentation
of demand for the traditional gateways such as JFK, Los Angeles International (“LAX™), ORD,
and Miami International (“MIA”).

Growth in the cargo markets. Global forecasts by Boeing, the FAA, and the Airports
Council International call for an annual increase ranging from 5.0 percent to 6.9 percent of
air cargo volumes over the next 20 years.

Much of this growth will occur on the trans-Pacific routes but there will also be substantial
growth in South and Latin American countries, Eastern European countries, and Africa.
The multi-cultural nature and size of New York City (“NYC” or “the City”) will be a drawing
point for this growth. As indicated above, a substantial portion will be driven by passenger
activity, but basic cargo growth will be based on cost effectiveness and operational
efficiency. JFK must position itself away from the image of a high-cost facility to one which
can optimize value to tenants and users.

Key shipping windows. Two of the great myths in the industry are that air cargo aircraft
operate around the clock, or only at night; this is not the case. Integrators typically
schedule departures on the west coast between 8:00 and 10:00 p.m. to reach mid-west
sortation facilities by midnight. While not as time specific as the integrated carriers, freight
carriers must also operate out of shipping windows to allow for: a) coordinated pickup and
delivery at local and regional destinations, b) integration of transshipments, and
) restrictive overseas airport and government controls. The result is a clustering of
operations and aircraft parking requirements. This causes a peaking of demand for aircraft
parking on a daily basis. (At JFK this typically occurs in the late afternoon and continues to
approximately midnight.) Many international gateways have late evening peaks that are
targeted to allow shipments to reach destination markets for early morning distribution.

The size of JFK enables it to address the diverse airside and landside needs of a large cargo
community. The absence of a curfew, the availability of federal agencies, and diligent noise
monitoring are critical elements that enable later international cargo operations (as well as
integrator connections) to prosper. Frankfort is now confronted with a ban on night flights
that will have a severe impact on cargo activity and the regional economy. While JFK has
traditionally been a leader in environmental issues and noise awareness, this is a sensitive
issue that should be monitored.

Aircraft parking. Reliability of delivery and cost as opposed to overnight delivery have
accelerated the utilization of freighter traffic on a number of routes, but aircraft parking is
not as critical an issue as it was ten years ago. This is largely due to: a) the ability of cargo
handling operations to off- and on-load aircraft more quickly, and b) carrier strategies to
spend less time on the ground. This frees up existing freighter parking positions more
quickly, which extends capacity. Nevertheless, JFK must be able to provide sufficient
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parking for freighters when the need arises or the flights will divert to another market.
The forecast indicates that JFK will see its freighter operations rise to 100 per day in 2040.
The result will be increased demand for aircraft parking.

The growth of truck substitution. One of the most difficult variables to evaluate in air
cargo is the truck substitution component. Many air cargo facilities are operating to a great
extent as truck terminals, yet requirements to report truck-to-truck traffic are scarce.
Airports cannot realistically evaluate comprehensive space demands, effectively plan for and
phase new development, or fully capture business opportunities without -careful
consideration of the truck substitution component. Additionally, as truck substitution
continues to play a greater role, airports must address the fact that an air cargo facility is
an inter-modal facility, and must be designed to accommodate trucks as well as aircraft.
Critical elements include roadway access and truck parking, as well as queuing,
maneuvering, and docking challenges. Truck substitution has been accelerated by the new
security screening requirements which, because of the resultant increases on air shipping
costs, have increased modal diversion. When combined with passenger growth, the
constraints of the land envelope warrant business strategies, lease management practices,
and physical planning that will optimize airport property and its ability to serve customers

E-Commerce. Many of the shipments generated by home shopping networks, catalogue
shopping, and most recently, e-commerce, require specialized facilities for efficient
processing and expedited delivery. Accordingly, these shipments have a greater tendency
to move by air or expedited trucking. This has accelerated demand for air cargo operations
in general and integrator operations in particular. Much of this fulfillment requirement is
met by businesses concentrating operations on or near airports.

Manufacturing creep. Manufacturing facilities, particularly those focused on
time-sensitive products, in response to demand for faster delivery, are moving and/or
locating key warehouse facilities closer to airports, or onto airports. This is a major element
in Asian airport development and can be seen in facilities in Shanghai, Pudong, Shenzhen,
Guangzhou, and Incheon for example. In the U. S, we are seeing this in the growing
Aerotropolis concept in cities such as Dallas, Indianapolis, and Detroit. This reduces
inventory, trucking costs, and staffing requirements, while increasing levels of customer
service. This significant and growing business segment is a major element of the “Airport
City” concept but is very difficult to introduce to a mature airport environment, particularly
when property around the airport is developed. Nevertheless, there may be opportunities
to create a functioning variation of the concept on or around JFK.

High-speed logistics. The changes in manufacturing and shipping are giving rise to the
design of new high-speed logistics facilities that can effectively integrate a number of
diverse industry segments. The facilities can handle throughput and sortation, kitting
(minor assembly), and returns (fulfillment), as well as traditional operations.
These value-added distribution centers can be major job generators, in some cases,
approaching the employment levels of traditional manufacturing operations. While the size
of these buildings (often exceeding 500,000 square feet) makes them unlikely to occur on
JFK (since they would require a footprint of nearly 20 acres and could present some height
constraints), they could be accommodated within a reasonable distance from the Airport.

Building technology. As a result of the escalating cost of storing goods, and the shortage
of on-airport property, modern cargo facilities are being designed to emphasize speed of
transition rather than warehousing. The result is taller buildings to handle highly
mechanized equipment with sufficient depth and adequate airside and landside doors.
It should be noted, however, that not every air cargo operation requires sophisticated
equipment. The demand is a function of the size of the operation, the nature of the cargo,
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the scheduling needs of the shippers and forwarders, and budget. New security
requirements (see Emerging Trends) may necessitate facility modifications that could

reduce existing floor capacity and require more internal storage.

Aircraft technology. Modern freighters are more fuel-efficient, have greater range, and
carry larger payloads. The ability of new aircraft such as the 787 to over-fly traditional
points of entry, as well as the inability of many airports to accommodate the new large
aircraft including the A-380 and 747-800 (Code F Aircraft — the largest commercial
airplanes) will affect the selection of origin and destination airports. This could have both
positive and negative impacts on JFK. Although information is largely anecdotal, there are
indications that the new non-stop accessibility of the large New York market at a more
reasonable cost will be attractive to a number of international markets. Despite its size, the
belly of the A-380 passenger aircraft will not deliver cargo volumes in excess of what is
typically handled in today’s routine shipments given the anticipated volumes of luggage.
The 747-800 freighters, however, will require more Code F apron and have operational
constraints at a number of airports.

2.1.2 AIR CARGO SUCCESS FACTORS

As the industry undergoes major changes, the basic ingredients of an airport’s successful air
cargo operation have remained essentially intact. These factors have played major roles in
the success of JFK to date. However, as airports mature, regional growth and evolving
goods movement dynamics may negatively impact the airport’s ability to meet the needs of
the air cargo industry, and eventually force shifts in operations to alternate facilities.
In looking at these factors, there are indications that growing challenges pertaining
specifically to JFK exist while the attractiveness of the New York Region for air cargo
remains strong. The challenges create opportunities to be explored regarding more efficient
utilization of existing Airport assets as well as development of new facilities and
infrastructure.

Substantial passenger market — both Origin & Destination and transfers. As the
Port Authority begins its Airport System Capacity Planning Study it has indicated that one of
its top priorities is maintaining its preeminent position in passenger traffic. To grow this
segment of the business will require JFK to accommodate substantial amounts of belly cargo
and, in the instances of carriers that fly both passenger and freighter, provide adequate
aircraft apron for the freighter component of the business. Given the existing high levels of
passenger activity, and the projected growth for the industry, JFK is exceptionally well
positioned to achieve this goal and has the physical capacity to address physical constraints.

Large regional consuming and producing marketplace. The large and growing
population of the Region and the surrounding states, along with the City’s interest in the
promotion of logistics and the related jobs should generate substantial volumes of both
inbound and outbound freight. Trade flows to Europe and to Asia typically favor exports and
imports respectively as a result of international monetary standards. This creates shortfalls
in outbound shipments to Asia and inbound product from Europe. A balance is critical to the
financial success of a cargo operation. The flow of cargo to and from certain global regions
will vary based on economic trends. In the event the economics substantially decrease in
either direction, there is a strong probability that cargo in general and freighter traffic in
particular will be reduced accordingly. The challenge for the region is to create an operating
environment with sufficient financial benefits to attract product form the surrounding region.
Air cargo business reacts to economies of scale; large volumes enable all parties to reduce
costs and potentially pass on savings to customers.
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Substantial lift to a large number of markets. A substantial number of operations to
global markets and sufficient volumes of cargo to each destination enables shippers to
consolidate shipments thus reducing overall shipping rates. JFK has a large and diverse
user universe that could enable efficient interlining between passenger and freighter aircraft
with a resultant global outreach. Forwarders are attracted to JFK because of the ability to
backstop flights with other options in the event the targeted flight is missed. The other
major element of this factor is that the amount of lifts and the competition helps control
costs.

Supporting business infrastructure of freight forwarders, customs brokers, and
trucking. While integrated carriers control nearly 90 percent of domestic cargo shipments,
freight forwarders and customs brokers control approximately 70 percent of the
international market. (While this split has remained fairly consistent, the role of forwarders
in domestic shipping continues to shrink and the integrators are pursuing a larger share of
the international business as well). Typically these segments of the industry cluster on or
near the transportation facility they wish to utilize. The result is the existence in the area
immediately surrounding the Airport of more than a million square feet of such facilities.
This community is in part a reflection of the ocean-borne shipping community that is served
by a number of the regional brokers and forwarders. At JFK the history has been to keep
such businesses off-airport (with the exception of Building 80). Given the high leasing rates
on the Airport and the availability of space across Rockaway Boulevard, a large community
developed off-airport. The industry trend today, however, is to move such firms into an
on-airport community that helps reduce operating costs. Given the dysfunctional roadway
geometry and building sizes off-airport, this is a possibility for JFK.

Roadway infrastructure providing ready access to the airport and to an effective
highway distribution system. One of the side effects of air cargo growth is a
corresponding increase in trucking traffic and its impact on regional traffic patterns and
flows. An original determinant of air cargo success at JFK was the regional roadway
infrastructure and the links it provided between the Airport and a highway distribution
system. The growth in passengers and cargo, as well as overall regional growth, causes
congestion on the Van Wyck Expressway making effective access and efficient rates of
travel increasingly problematic. The regional restriction on 53-foot tractor-trailers is also a
matter of concern. The resultant shipping inefficiencies and higher costs place the Airport
and the Region at a disadvantage. It is also important to note that JFK is a major gateway
situated on an island. Increases in tolls on the Hudson River crossings (without a perceived
corresponding increase in service or efficiency), has had an adverse impact on shipping
business that has the flexibility to move.

Physical capacity to accommodate growth. The most obvious criterion for the future
success of an air cargo program is the physical capacity to accommodate the airside and
landside requirements of both tenants and users. This includes aeronautical infrastructure,
physical facilities, landside parking and queuing, and roadway geometry. The latter two
elements are important to ensure that the airport functions efficiently as an inter-modal
facility. While the cargo operations continue to experience solid growth, there are some
very real constraints facing the Airport as buildings age and carrier requirements change.
However, JFK has the capacity to accommodate growth for the foreseeable future and has
the infrastructure to handle the 747-800F and the A380 aircraft. The proximity of
Springfield Gardens and the substantial supporting business infrastructure offer additional
ability to create a comprehensive, well-integrated cargo community.

Geographic positioning to serve effectively as a major cargo center with clear

advantages over potential competitors. JFK, given its positioning in the Northeast has
historically been well situated to serve as a transshipment hub for both domestic and
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international cargo. The size of the immediate region and the market that can be reached

within a day’s drive is substantial making New York one of the premier origin and
destination airports as well. Europe remains the primary geographic market but the size of

the region makes it an attractive shipping target for other major geographic markets.
Conversely, the coastal location physically halves the catchment region that the Airport can

service. This does limit the market.

Bilateral and Open Skies Agreements. The use of U.S. airports by foreign flag carriers
is based on international trade agreements which formally grant nations and carriers access
and are discussed at greater length later in this chapter. New York is usually one of the first
markets to which international carriers seek, and are granted access.

2.1.3 AIR CARGO BUSINESS PARTNERS

A successful air cargo operation is predicated upon the efficient interaction of a number of
businesses with different operating requirements and facility needs. These firms have
different levels of involvement based on the nature of the cargo and the markets through
which the cargo moves. In an ideal environment, most of these operations would be
co-located on the airport, creating an efficient, integrated, air cargo community. Operating
costs are lower, economies of scale can be achieved, and international goods can be cleared
faster and with fewer problems. The realities of limited modern, functional on-airport space
and higher leasing costs have required businesses to situate operations that do not require
ramp access off-airport.

Freight Forwarders are exporters that serve as travel agents for a shipper’s freight.
Simply stated, if a shipper wants to send freight to Borneo he will call a forwarder.
Nationally, these firms control the routing of about 70 percent of the international freight,
and about 10 percent of the domestic. A forwarder facility will vary from a small amount of
office space and about 5,000 square feet of warehouse, to larger forwarder operations that
may require as much as 100,000 square feet. Still, like any business that does not fly
aircraft they do not need to be on the airport nor are they usually prepared to pay higher
airport leasing rates.

Customs Brokers facilitate the clearance of international cargo through local federal
customs. Like forwarders they usually maintain a small amount of office space but typically
have little need for warehouse space, preferring instead to form alliances with trucking
companies that can handle any large storage requirements. They do not need to be
on-airport and are handling most of their business with the federal clearance agencies
electronically. Like their forwarder counterparts, the customs brokers are located
off-airport. It should be noted that many Brokers also serve as forwarders. This will
sometimes impact their facility needs by adding additional warehousing space.

Federal Agencies have dual responsibility for interdiction and facilitation. The bulk of the
cargo activity involves U.S. Customs and Border Protection (“CBP”). Customs is supported
by the Department of Agriculture (“DOA”) and the U.S. Fish and Wildlife Service,
(“USFWS"), along with law enforcement agencies at the federal, state, and local levels.
At an airport with a substantial international presence, it is absolutely critical that these
agencies have ready access to the cargo. A centralized facility where all of the agencies are
located together is ideal. Such an arrangement allows for rapid coordination on clearance
issues, and minimizes ground traffic by shippers and consignees. While CBP addresses
inbound shipments, the new security mandates have created an enormous role for the
Transportation Security Administration (“TSA”) on outbound shipments and more recently
increased their involvement with inbound cargo. Security is discussed in some detail under
the section on “Emergent Trends”.
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CBP has dual responsibility for interdiction and facilitation. CBP officials inspect a randomly
targeted portion of imported cargo (based in part on a risk assessment) for contraband
goods. They also work to ensure that the inspection process does not delay the flow of
goods. CBP officials partner in this inspection process with DOA and USFWS who handle
specialty areas involving flora and fauna. A major role of these support agencies is the
detection of diseased products or invasive species. The TSA’s major role is to ensure that
the cargo that is moving in the bellies of passenger aircraft is safe and has not been
exposed to contact outside a secure shipping chain. Currently they inspect outbound cargo
on a risk assessment basis. For in-bound cargo, the TSA is concerned with belly cargo
targeted for transfer. The future TSA role may soon extend to inspection of freighter cargo.
TSA also oversees off-airport elements of the inspection process that delegates inspection to
Certified Shippers that could be either the manufacturers or freight forwarders acting as
their agents.

Consolidators work with or may function as a freight forwarder providing assembly points
for cargo prior to its delivery to a carrier on the airport. Consolidation is critical in that it
creates shipping economies of scale and reduces the shipping cost per pound to specific
destinations. The ability to consolidate shipments and the frequency of flights to such a
broad range of destinations are important to JFK’s continued success. Consolidators do not
have to be on the airport but as with forwarders and brokers, relatively easy access is
important to allow for delivery of the cargo to the carriers on the airport.

Container Freight Stations are typically located off-airport and handle the breakdown of
inbound international freight. Their function is similar to a consolidator in that they provide
relatively inexpensive space for short-term storage and redistribution, to a number of
clients. In many instances, these typically independent operations are bonded to allow for
the rapid movement of inbound cargo through the customs process.

Freighter Airlines are those carriers that do not carry passengers and specialize in heavy
freight and general cargo as opposed to small packages or mail. Cargolux and NCA are
examples of such carriers. Throughout the industry, there has been substantial growth in
“wet leases.” This kind of leasing arrangement provides carriers with an option of leasing
aircraft, crew, maintenance, and insurance (“ACMI”) through such carriers as Atlas.

Integrators are those carriers that operate a trucking component as well as their aircraft
and offer point-to-point as opposed to airport-to-airport delivery. They specialize in
overnight express. Examples are FedEx, UPS, and DHL. Their business is driven by time
definite delivery, and proximity to the regional business districts is important to their
operation. Depending on their level of activity at an airport, they tend to require substantial
amounts of aircraft parking although they may not require a large amount of building space.
They also frequently require large amounts of truck parking, and, because they are labor
intensive, employee parking. At some integrator facilities staff also provides customs
brokerage and forwarding functions.

Combination Carriers, for purposes of this document, are defined as airlines that fly both
freighters and passenger aircraft. These predominately Asian carriers prefer to process both
belly and freighter cargo in the same facility when possible. In rare instances, a carrier will
split their belly cargo and freighter operations between airports when capacity becomes a
factor. However, this is something that they will avoid if possible. No U.S. passenger
carrier includes freighters in their fleet. Most carriers (other than integrators), are leaning
more to leasing space than building their own facilities, and preferring to partner with a
handling company or other third party for the development of new facilities. (Note that in
industry parlance there are “combis” that is an aircraft that carries passengers and freight
with the passengers in the front of the aircraft.)
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Cargo Handling Companies operate on a contract basis providing service to carriers on

the apron where they load and unload the aircraft and/or in the warehouse where they
assemble or breakdown the freight. Their business is best conducted on the airport.

Their revenue is generated on a fee-for-services basis, with current market rates that range

from 2.5 to 6.0 cents per pound of cargo handled.

Air cargo that is transported in passenger aircraft is off-loaded and loaded at the passenger
terminal gate. It is typically transported to the cargo terminal for handling by a tug and
cart system over a restricted service road accessible only to cleared personnel. Air cargo
freighters typically park directly at the cargo facility for loading and off-loading by the
handling company. There is a growing trend in the industry to lease cargo facilities directly
to handling companies who can then use the available capacity to create economies of scale
for their staff and equipment.

Trucking Companies make up the surface component of air cargo operations. While these
companies rarely lease space on an airport, it is very important that air cargo facilities be
designed to accommodate trucking, including frontage, access, and roadway geometry.
Trucking operations to a gateway like JFK frequently are long-haul. Providing amenities and
general service to drivers in the form of a Truck Service Center is desirable if space permits.

2.2 EMERGENT TRENDS

The past decade has seen some very basic changes in the structure of the air cargo
industry.

This section examines the evolution of JFK’s air cargo business from 2000 to 2010 and
summarizes how many important industry trends have affected the air cargo industry in
general and the dynamics for a mature Airport like JFK in particular. The past decade has
been characterized by pre-existing factors that have continued working themselves out.

For over a half century, JFK has served as a premier gateway to the world’s most dynamic
city and nation. It was well established as a leading intercontinental gateway, long before
other U.S. cities could even consider obtaining international flights. If a foreign destination
could serve only one U.S. airport, the destination historically was JFK. Today that has
changed dramatically. For Europe, JFK remains the first, and sometimes the only, U.S.
destination for many airlines, representing a vital node for both passenger and cargo
services. However, other gateways at LAX and MIA capture the bulk of the Asian and Latin
markets respectively, and new aircraft technology and passenger demand make other
gateways such as ORD desirable for international traffic as well.

Despite fundamental changes in the airline industry, the role of JFK has remained largely
constant. However, the last four decades have seen fundamental changes in the roles of
other airports. The success of commercial aviation, its transformation from a luxury for the
ultra-wealthy to a mass product for travelers and a routine conduit for goods has caused a
worldwide dispersal and fragmentation of commercial passenger and cargo services.
International traffic volumes are now large enough to support many gateways and carriers.
Dallas/Fort Worth (“DFW”), Hartsfield-Jackson Atlanta International (“ATL”), Denver
(“DEN”), George Bush (Houston) (“IAH”) and Detroit Metro (“DTW?”) International airports
now have significant intercontinental flights. In 2012, Boston Logan International (“BOS™)
will add nonstop flights to Tokyo, joining fourteen other airports in North America.
International passengers and air freight no longer need to transit JFK, but now have a wide
range of potential carriers, gateways and routings.
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Other parts of the world are experiencing this fragmentation... London’s Heathrow Airport
shares intercontinental traffic with over six intercontinental gateways in the United
Kingdom. Smaller continental airports such as Dusseldorf, Nice, Stuttgart, and Faro have
intercontinental flights. Many Caribbean destinations have nonstop services to Western
Europe. A similar pattern of fragmentation holds for Australia and Latin America, the Middle
East, and is emerging in India, China, and other world regions.

The Airports Council International publishes airport rankings. In 2010, JFK placed 14™ in
terms of passenger traffic (Table 2.2-1, World Airport Rankings by Total Passengers)
and 19™ by air freight (Table 2.2-2, World Airport Ranking by Air Freight). Please note
that historical performance will be detailed in the Forecast Chapter.

Table 2.2-1 WORLD AIRPORT RANKINGS BY TOTAL PASSENGERS

2010 Rank ‘ 2010 Passengers
1 Atlanta 89,331,622
2 Beijing 73,948,113
3 Chicago O’Hare 66,774,738
4 London Heathrow 65,884,143
5 Tokyo Haneda 64,221,074
6 Los Angeles 59,070,127
7 Paris de Gaulle 58,167,062
8 Dallas/Fort Worth 59,906,610
9 Frankfurt 53,009,221
10 Denver 52,209,377
11 Hong Kong 50,348,960
12 Madrid 49,844,596
13 Dubai 47,180,628
14 New York JFK 46,514,154
15 Amsterdam 45,211,749
16 Jakarta 44,355,998
17 Bangkok 42,784,967
18 Singapore 42,038,777
19 Guangzhou 40,975,673
20 Shanghai Pudong 40,578,621

Newark 33,107,041
New York La Guardia 23,893,082

Source:  Airports Council International, Port Authority of New York and New Jersey, 2011
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Table 2.2-2 WORLD AIRPORT RANKING BY AIR FREIGHT

2010 Rank ‘ Air Freight (Tonnes) \
1 Hong Kong 4,165,892
2 Memphis 3,916,811
3 Shanghai Pudong 3,228,081
4 Incheon 2,684,499
5 Anchorage 2,646,695
6 Paris de Gaulle 2,399,067
7 Frankfurt 2,275,000
8 Dubai 2,270,498
9 Tokyo Narita 2,167,853
10 Louisville 2,166,656
11 Singapore 1,841,004
12 Miami 1,835,797
13 Taipei 1,767,075
14 Los Angeles 1,747,629
15 Beijing 1,551,471
16 London Heathrow 1,551,404
17 Amsterdam 1,538,134
18 Chicago 1,376,522
19 New York JFK 1,344,126
20 Bangkok 1,310,148
23 Newark 855,594
New York La Guardia 6,828

Source:  Airports Council International, Port Authority of New York and New Jersey 2011

THE PAST TEN YEARS

This Strategic Plan includes recommendations to enhance JFK’s air cargo business.
The Team assessed how industry issues have and will impact the Airport moving forward.
Changes over the last decade are reflected in Table 2.2-3, United States Rankings for
the Kennedy Airport, 2000 and 2010, below that summarizes JFK’s performance over
the 2000-2010 period. The national drop in domestic passengers reflects the growth of
point-to-point services by low cost and regional carriers. New international services from
interior gateways reduced the need for passengers to connect between domestic and
international flights. The large increase in domestic activity at JFK results from the growth
of JetBlue. It should be noted that neither the aircraft nor operational plans of Jet Blue lend
themselves to a cargo operation. As a result, there is no corresponding increase in air cargo
volumes.
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Table 2.2-3 UNITED STATES RANKINGS FOR THE KENNEDY AIRPORT
2000 AND 2010

Change 2000-2010 | Total -0.01% 13.37% 12.63% 17.24%
JFK 63.20% 28.26% 25.50% -20.60%
JFK Rank in U.S. 2000 32 14 1 1
2010 17 15 1 1
JFK Share 2000 1.12% 1.64% 12.88% 20.21%
2010 1.83% 1.36% 14.35% 14.23%
Note: 2000 domestic volumes for integrated carriers were estimated with 2003 data. Table does

not include traffic of road feeder services.
Sources: United States Department of Transportation Databases C298, 28DM and 28IM, 2000 and 2010.

JFK’s domestic freight fell because of the shift of air freight from traditional airlines to
integrators and widespread substitution of over-the-road trucking for domestic air transport.
Several airlines replaced high capacity wide-body aircraft, often containerized capabilities,
with low capacity bulk-loaded narrowbody equipment. The next section of this Chapter
highlights the trends that are shaping air cargo for the coming decade.

2.2.1 AIR CARGO SECURITY

Perhaps the most significant change over the past ten years has been in the area of
security. This recent focus has been on anti-terrorism. Historically the industry has
addressed anti-theft, and systems and facilities both on- and off-airport consider theft
deterrence in their planning. This discussion addresses anti-terrorism, anti-theft will be
covered in the Facilities Chapter.

REGULATORY POLICIES

Immediately after the attacks of September 11, 2001, the U.S. Congress enacted the
Aviation and Transportation Security Act (“ATSA”), which created the Transportation
Security Administration (“TSA”), the federal agency primarily responsible for air
transportation security. Initially created as part of the Department of Transportation,
pursuant to the Homeland Security Act, TSA was transferred to the Department of
Homeland Security (“DHS”) in 2003. The Bureau of Customs and Border Protection (“CBP”),
also part of the Border & Transportation Security Directorate of the DHS, enforces
regulations that impact air cargo security. While, the FAA’s focus is on ensuring air cargo
shipments do not present safety hazards, CBP focuses on regulating its import and export.
While these missions, particularly CBP’s, impact the security of air cargo shipments, security
is TSA’s primary mission. In ATSA, Congress established two primary mandates for TSA
regarding air cargo security:

= Provide for the screening of all property, cargo, carry-on and checked baggage and
other articles, that will be carried aboard passenger aircraft operated by U.S. and
foreign air carriers.

= Establish a system to screen, inspect, or otherwise ensure the security of freight
that is to be transported in all-cargo aircraft as soon as practicable.
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In January 2004, TSA approved its Air Cargo Strategic Plan, which the agency describes as
using a “threat-based, risk-managed” and “multi-phased, layered” approach to strengthen
air cargo security. The plan has four major elements.

= Enhancing the Known Shipper Program - TSA’s “primary cargo security program,”
which prohibits air carriers from accepting cargo that does not originate from
shippers who meet TSA's Known Shipper requirements.

= Establishing a Cargo Pre-Screening System - This system will identify potentially
high-risk cargo and ensure that 100 percent of it is inspected.

= Establishing an Aggressive Research and Development (“R&D”) Program.

= Implementing Additional Appropriate Measures — These include requiring
background checks on persons with access to cargo and new procedures for
securing aircraft between flights.

TSA enacted regulations implementing its Known Shipper program and requiring adoption of
security programs for certain types of carriers, which detail procedures to screen cargo,
verify the identities of persons with access to planes, and ensure the security of parked
aircraft. TSA periodically issued security directives (“SDs”) and emergency amendments to
security programs (“EAs”), to enhance these and other security measures. For example,
TSA had required domestic and foreign carriers to conduct random inspections of passenger
aircraft that carry cargo and all-cargo aircraft, and foreign all-cargo air carriers operating
into and out of the U.S. to follow security plans approved by TSA. In addition, TSA
developed canine detection teams and technology, including explosive detection machines,
to enhance the effectiveness of its cargo security program. TSA initial efforts included rules
that:

= Require safety threat assessments for individuals with unescorted access to cargo;

» Codify cargo screening requirements first implemented under SDs, EAs, and part
1550 programs issued in November 2003;

= Require airports with Security ldentification Display Area (“SIDAs”) to extend them
to cargo operating areas;

= Require aircraft operators to prevent unauthorized access to the operational area of
the aircraft while loading and unloading cargo;

= Require aircraft operators under a full or all-cargo program to accept cargo only
from an entity with a comparable security program or directly from the shipper;

» Codify and further strengthen the Known Shipper program;

= Establish a security program specific to aircraft operators in all-cargo operations
with aircraft with a maximum certificated takeoff weight more than 45,500 kg;

= Strengthen foreign air carrier security requirements essentially to parallel the
requirements on U.S. aircraft operators; and

= Enhance security requirements for Indirect Air Carriers (freight forwarders).

Meanwhile, CBP implemented the Congressional mandate passed as part of the Trade Act of
2002 to require advance transmission of electronic cargo information for both arriving and
departing cargo. Air carriers importing and exporting cargo must submit detailed shipment
information to CPB electronically. For shipments into the U.S., the information must be
transmitted four hours prior to arrival for intercontinental flights and at “wheels up” for
flights from Canada, Mexico, and Central and South America north of the equator.
For exports from the U.S., the information must be provided two hours prior to scheduled
departure from the last U.S. port.
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As the TSA explores implementing 100 percent inspection of belly cargo inbound into the
U.S., the compatibility of standards, processes, and equipment utilized by international
trading partners has become an issue that is still under discussion and an area of concern.
Also still to be implemented is 100 percent inspection of cargo in freighters.

SAFETY CONSTRAINTS

Safety issues, which are addressed primarily by the FAA, will also continue to constrain the
cargo sector.

For years, the FAA has been conducting aviation safety oversight assessments of countries
around the world, to determine whether U.S. aviation partners are complying with their
obligations under the Chicago Convention to regulate their own carriers' safety practices.
If the FAA finds a country to be doing so to its satisfaction, it assigns a Category | rating,
and that country's carriers may continue to serve the U.S., and expand operations to the
U.S., to the extent provided for in applicable bilateral agreements. If in the FAA's judgment
the country is not in compliance with minimum international standards, it assigns a
Category 2 rating. If a country has carriers with existing operations to the U.S. at the time
it is assessed a Category 2 rating, those carriers are permitted to continue current operation
levels under heightened FAA scrutiny. If a country does not have air carriers with
operations at the time of the Category 2 assessment, its carriers are prohibited from serving
the U. S. However, new operations from Category 2 countries are allowed if conducted
using aircraft wet-leased from U.S. carriers or foreign carriers from Category 1 countries
authorized to serve the U.S. with their own aircraft.

Some foreign countries have challenged the fairness of these FAA assessments, and have
questioned the authority of the U.S. to police other countries' adherence to ICAO standards.
However, as a practical matter, carriers from countries rated as Category 2 face very real
constraints on their ability to serve the U.S. market, regardless of how high a level of safety
those carriers may be able to demonstrate with respect to their own operations.

The United States has been focused on safety domestically as well. The National
Transportation Safety Board (“NTSB”) and Air Line Pilots Association have pointed out that
there are significant differences between the safety standards for cargo and passenger
operations. These include less stringent operating rules regarding flight and duty time
limits, reporting weather information, and alternate airports, and use of flight dispatchers.
In addition, less stringent certification standards apply to cargo aircraft, which, for example,
do not require safety equipment standard on passenger aircraft such as fire-suppression
systems in the main cabin or lower decks, emergency exits, and exit slides. The relatively
greater age of the cargo fleet means maintenance issues are more significant, including
limited support from manufacturers. Moreover, many cargo aircraft undergo numerous
modifications and reconfigurations, complicating maintenance. In addition, the airfield and
firefighting requirements for airports that handle air cargo aircraft are not the same as
those for air carrier passenger operations. In addition, there are limited federal certification
or regulatory requirements for personnel and companies that prepare and load cargo.

To address air cargo safety issues, the FAA’s Flight Standards Service developed the Cargo
Strategic Action Plan and Air Cargo System Safety Implementation Plan
(September 30, 2002), which identifies its long-term strategies as increasing inspector
awareness on inspection guidelines by issuing an updated handbook policy and developing a
formal training course. In addition, FAA plans to issue an Advisory Circular in the near
future which addresses NTSB recommendations A-98-45 through -48, resulting from its
investigation of the 1997 Fine Air crash, which focuses on proper loading of cargo.
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These and other measures have added to the cost of operating air cargo flights in the
future.

While airports tend to focus on TSA Guidelines as they directly impact their own operations,
it is important to understand how different elements of the shipping chain are affected.

Shippers and Forwarders. Cargo is generated by shippers that can vary in size from
private individuals to multi-national corporations. The FAA originally imposed a “known
shipper rule” that required carriers and freight forwarders accepting freight into the system
for transport on a passenger aircraft to review the background of the shipper and qualify the
entity as legitimate. In October 2002, the FAA strengthened this requirement limiting
freight forwarders to submitting cargo to carriers only if the customer had used the
forwarder for 24 shipments in the past two years. Further the shipper must have had some
business dealings with the forwarder prior to September 1, 1999. If these conditions are
not met, the forwarder, as part of a validation process, must inspect the shipper’s facility
and review the financial records. These rules made it difficult for shippers to change
forwarders and fostered the development of multiple accounts to mitigate potential
problems in the event there was a problem with one forwarder.

If the cargo is determined not to be from a known shipper, then it must be screened before
it can be placed on board a passenger aircraft. Because of the cost, operational challenges,
and occasional delays inherent in the screening of some shipments, diversion to freighter
aircraft has become an attractive alternative for shippers and forwarders. Tighter security
and screening requirements have also created incentives for forwarders to consider
relocation to an on-airport site in order to extend cut-off times and minimize the potential
for delays that might be incurred during truck inspections.

Truck Substitution. A substantial amount of air cargo (anecdotal indicators are that as
much as 25 percent of the cargo volumes at an airport are unreported because they move
only on trucks) moves on trucks either as origin and destination freight, or as truck-to-truck
freight. Since, truck-to-truck cargo does not need to be screened, the volumes increased
dramatically after September 11, 2001 and much of the diverted freight has remained on
trucks. Nevertheless, the truck—air relationship has remained intact if somewhat
diminished. New security requirements on the cargo industry involving the implementation
of higher levels of screening technology, greater processing costs, and lengthier processing
times have reinforced this modal shift. Based on facility volumes and diversity of the
shipping base, this translates into the need for a separate screening facility (if physically
and operationally feasible), modifications to an airport’s infrastructure to include separation
of truck and passenger vehicle traffic to and/or on the airport, further separation of vehicles
in the air cargo areas, and modifications of the buildings and surrounding roadways to allow
for a smooth flow of vehicles, easy truck parking, and minimal potential obstructions caused
by queuing.

Added security requirements may have affected the flow of cargo to an airport. In some
instances trucks arriving at the cargo facility may be required to move to a holding area for
more detailed inspection. More typically, because of lengthier time spent in the truck bays,
unloading of trucks may be delayed and additional space could be required for vehicles
queuing for routine inspections and access to the cargo areas. Delays to arriving trucks,
particularly if those delays tend to be unpredictable and of varying length, can create
additional pressure on local shippers and forwarders to accelerate cut off times and reduce
their consolidation potential. Air cargo typically moves in fairly well defined shipping
windows, and most shipments are trucked to the airport as close to that window as possible.
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At international gateways such as JFK, several hundred trucks could arrive at the airport
over a two-hour period. In many instances, these trucks and their cargo must be screened
and without proper facilities, delays could be extensive. The problem is exacerbated if the
cargo is trucked over a large distance to airports with unpredictable screening delays.
Ideally, an airport will provide the space necessary to develop effective screening facilities
that can eliminate screening delays. This is a task now being looked at by the major
gateways. A secondary, but no less important potential impact of the delays, is the effect
extensive truck queues have on air quality. For airports already facing ceilings on noxious
emissions, this could be a serious issue.

Belly Carriers. The passenger airlines, for which cargo often represents the margin of
profit on many routes, have experienced decreases in both capacity and demand
domestically. On the airside the effects of September 11, 2001 were immediate. First, the
number of commercial flights was dramatically reduced. At hub airports, operations
dropped as much as 27 percent. The resultant loss in belly cargo capacity forced the
diversion of cargo to trucking and freighter/integrator traffic. Second, the TSA restricted
the nature and sources of cargo that could be carried in passenger aircraft. Increased
emphasis of the “Known Shipper” rule also accelerated the diversion. Third, carriers in
many instances reduced the size of the aircraft, lowering operating costs, but also reducing
belly capacity. Fourth, restrictions on the amount of personal possessions that passengers
may carry on board forced additional baggage into the bellies, and further reduced available
capacity for freight and mail. Lastly, because of the more stringent application of the
Known Shipper rule, carriers became reluctant to, or constrained from accepting freight,
and as a result referred many shippers to freight forwarders. Internationally, to better
manage costs and achieve higher revenues, carriers are utilizing wide-body belly capacity to
a much greater extent. The challenge is to create consistent universally-accepted standards
for belly cargo inspection which has become an issue for the TSA. The key to this is to
ensure that only “Known Shippers” can have cargo loaded in passenger aircraft. Many
foreign countries are resisting the imposition of U.S. driven standards for operational and
political reasons. As the industry works to resolve the issues, the fundamentals of the
goods movement infrastructure have shifted, and the result has and will continue to impact
the nature of, and demand for relevant airport facilities. Overall, as the air cargo market
expands and volumes continue to grow, international belly cargo will remain viable but has
become more expensive than in the past. Domestically the market will be challenged as
freight forwarders continue to focus on the trucking alternative.

Freighter Operators. On a limited basis, freighter operators on a limited basis have been
the beneficiaries of the industry’s diminished belly capacity. As security requirements
remain less stringent for these carriers, it enables them to theoretically capture a greater
percentage of the market. As security requirements are finalized, the potential for
operating delays due to screening both inbound and outbound cargo may eventually impact
the use of freighters at heavily trafficked airports. Additionally, with the increasing shift of
traffic to freighters in some instances, demand for aircraft parking positions is increasing.
If airports cannot meet this demand through modification or additions to existing
infrastructure, then the demand may shift away from some current gateways. This is not
an issue for JFK which has ample capacity to accommodate current and future freighter
operations.

With most wide-body freighter operations focusing on international traffic, the challenge is
to establish a level of confidence with security controls at international shipping points,
given the almost limitless shipping points from which freight for the system can be
generated. The imposition of unilateral security standards on a global basis is not
immediately practical or politically viable, and restrictions on carriers or points of origin may
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appear arbitrary and be deemed undue constraint of trade. While it is likely that most
nations and carriers will agree upon some basic common guidelines, the interim period will
continue to be problematic from a security perspective.

Integrators. Integrators historically have created and operated security-oriented facilities
and cargo systems. As a result modifications to their existing operations were less
extensive than for most other carriers. However, their facilities and operations have been
designed for tracking and safeguarding shipments once they have been accepted into the
system. They perform random screening, but because of the nature of their business they
cannot and do not conform to the constraints of the known shipper rule. Though different
from each other, their superior tracking systems and time-definite delivery guarantees
provide elements of operational security that other carriers typically lack.

A critical element of a number of integrator operations is trucking access to the aircraft
ramp. At a number of airports this is permitted particularly when facilities are constrained
or in some cases located entirely off-airport. This presents challenges to site design,
administrative controls, and responding to competitive interests. The physical aspects are
the most easily addressed. The real issues will be whether the TSA (as it addresses
freighter screening in the future) will eventually limit ramp access for trucks, what the
criteria for access will be, and under what circumstances exceptions, if any, can be made.

The ground element of integrators’ operations is expanding. The continued and increasing
use of time-definite second and third day delivery means more utilization of trucks with
greater on-airport queuing and parking requirements as well as additional levels of traffic.
If time constraints on truck flows increase as a result of the screening requirements,
integrators may shift more operations off-airport or seek an alternate airport where other
truck traffic is not as heavy, from which to operate.

Ground-Handlers. While ground-handling companies have little to do with the entry and
exit of goods into the system, handling company employees have access to cargo when it is
on-loaded and off-loaded from aircraft and trucks, and in the warehouse prior to and after
shipment. Many handling companies employ part-time workers and experience high
turnover particularly at entry-level positions. This sometimes creates operating problems for
cargo facilities. At JFK there are sufficient options for handling so that this is not an issue.

2.2.2 IMPLICATIONS FOR AIRPORT SYSTEMS

As airports seek to increase revenues, cargo operations have become better appreciated as
potential sources through increased rentals and/or fees. As the industry adjusts, these new
cargo facilities must be designed to respond to increased demand for freighter aircraft
parking and expanded trucking operations. An air cargo operation is an inter-modal
operation. While traditional security applications have tended to focus heavily on the
airside, there are three aspects of an air cargo leasehold that must be considered when
addressing security issues.

1. The aeronautical component to include taxiways and ramps, including setbacks;

2. The building as it pertains to the dimensions, configuration, and operating
characteristics of the internal space allocated to warehouse, office, and other related
uses, and the concentration of truck and airside doors;

3. The landside component to include building frontage, queuing capacity, parking for
customers and employees, and roadway access.

Most of the physical provisions for anti-terrorism security also pertain to anti-theft.
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Aeronautical Component. The aeronautical operating area (“AOA”) includes aircraft
parking apron that is usually adjacent to the cargo building, as well as the taxiways and
taxilanes that provide access, and any restricted service roads (“RSR”) or non-licensed
vehicle roads (“NLVR”) that enable belly cargo tugs to move on non-public roads to and
from the passenger terminals. Direct aeronautical access to aircraft apron is not necessary
for every tenant. Passenger-only carriers and handling companies that deal with belly cargo
need only be connected to the AOA via a restricted service road. However, most carriers
flying freighters, or handling companies dealing with freighters, need to have ramp access,
and most appropriately, ramp directly adjacent to the cargo building to minimize operating
costs.

Building Component. The dimensions of a building directly impact the number of access
points on both the airside and landside, and the resultant complexity of access control.
Buildings must be designed with throughput, operating efficiencies, and leasing costs in
mind. In leasing cargo facilities, rental rates are based on the leasehold square footage and
the footprint of the building, while the tenant’s operating efficiencies, in many cases, may
be substantially enhanced by the height of the facility. The design and installation of
security systems will add costs and may impact throughput capabilities. Other critical
elements in building design are the number, dimensions, and spacing of cargo doors on the
aeronautical and landsides, the use of floor versus mezzanine office, and storage for
equipment. The TSA requirements for screening can add from 5,000 to 10,000 square feet
of space to a cargo facility. This would allow cargo to be off-loaded from a truck, broken
down for screening, screened, and then rebuilt in shipping containers. For smaller
operations with limited space, this is extremely problematic from both a financial and
operational perspective.

Building Access. Facility access must be tightly controlled. Cargo facilities with their
extensive truck bays offer a number of access opportunities that must be controlled by
observation and physical barriers. These can be as basic as keeping the bay doors closed
until a truck is in the dock, or monitoring and enforcement of the “yellow line.” The “yellow
line” is an actual line that is painted on the floor of cargo facilities parallel to the front
(landside) of the building. (This is giving way where feasible to actual physical barriers).
Usually it is 20 feet from the bay doors and defines the point beyond which unauthorized
personnel may not pass. This authorization typically is by the airport based on tenant
recommendations and appropriate screening. Typically, this authorization is very limited
and seldom includes non-facility employees. This concept is recognized by the trucking
industry whose drivers need to be inside the cargo building to load and unload the vehicles.

Part of the difficulty in securing a cargo facility is the diversity of the population who need to
access it, and the differences in the levels of access that each require. Office space should
be physically separated and secured from the warehouse, but provide easy access for
customers at the ground level. Access to a mezzanine office should not require
non-employees to enter warehouse space.

Single-Tenant Facilities. Single tenant facilities, whether carrier or handling company
controlled, are easier to secure than multi-tenant buildings. There are no concerns over the
integration of individual tenant security systems and technology, fewer access points, direct
accountability, and lower installation costs. The building system should be linked to airport
security, and local law enforcement as necessary and appropriate. The interior design
should allow for the control of visitors in a single area without impacting efficiency or
effectiveness. As compared to a multi-tenant facility it has the benefits of more visible and
known staffing, and an interior that is more open to observation of the cargo areas.
At most airports, however, single tenant buildings are not the predominant facility.
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Multi-Tenant Facilities. Multi-tenant facilities represent challenges from a number of
perspectives. Unless the facility has been developed or is managed by a third party, the
most problematic issue is accountability for day-to-day security in common building areas
and within the vehicle areas. Historically, airports have had difficulty with tenants failing to
perform even routine maintenance or policing of such areas. Insurance issues associated
with security accountability can create a challenge. These facilities typically have multiple
access points in order to serve the tenants; this adds difficulty and cost to access control.

A more complex issue is the introduction of security technology into the building. With a
single tenant with uniform operating equipment and procedures the design and
implementation of security technology to include such items as physical characteristic
verification devices, Closed Circuit Television (“CCTV”), screening devices, etc. is less
expensive and easier to maintain. In new facility development, the building design should
incorporate security systems and technology enabling amortization of the investment over a
longer period of time and minimizing the impacts on tenants. The addition of individual
tenant systems after leasing is typically more costly to the tenants and more difficult to
monitor and maintain.

Landside Component. The landside element of an air cargo facility must have sufficient
space for truck turning and queuing, acceptable proximate roadway geometry, and
acceptable overall access to the leasehold. In many airports, older cargo facilities were not
designed to accommodate the larger trucks that are typically used today for long haul
trucking. This is true of the areas surrounding the cargo buildings, as well as the access
roads to the cargo areas in general. Ensuing problems usually result in diminished traffic
flows, random off-site truck parking, and a negative impact on air quality.

Another critical element of landside planning is the automobile parking requirements for the
facility. Typically a freight operation does not require extensive parking; however, on an
airport the need can vary. Both employees and customers must have proximate parking
that is physically separated from the trucking operations. In instances where automobile
parking is limited, employee parking is usually shifted to a remote area, shuttles are set up,
and operating costs are increased.

Roadways. In an ideal environment, trucking activity, beginning with entry onto the
airport grounds, should be separated from automotive/passenger traffic. A system of
readers and transponders will allow a central control to track the vehicle from the airport
entry as it moves to a central screening area, and eventually, the cargo facility.
Electronically cross-referencing the driver with the truck should also be included at the
screening facility. Roadways should be wide enough and have geometry appropriate to
allow for easy unrestricted movement, and the ability to avoid a blockage. The problem is
that many airports do not have roadways systems that provide for optimum vehicle
separation, nor do they have the geographic capacity to make modifications. In other
instances, the capacity to develop a truck screening facility with appropriate queuing areas
may also be lacking.

For those airports with the space to accommodate potential changes to trucking
movements, the cost of creating new screening facilities and potentially miles of road, may
be prohibitive unless a third party is involved.

Parking Lot Access. To mitigate against theft, a well-designed cargo facility requires that
automobiles and trucks be segregated with regard to both access and egress to the
complex, as well as parking for the vehicles. This separation should be physical with
employee and visitor lots positioned away from the building and secured with a single
manned pedestrian access gate. All employees and visitors should be checked and be
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subject to local security and administrative processes. No employee vehicle parking should
be adjacent to the building. (Airport statistics indicate that the majority of theft is by
employees. Moving the cars away from the building reduces opportunities.) Parking for key
management staff or for persons with disabilities, should be provided as appropriate,
however, even this parking should be designed away from cargo bay doors.

2.2.3 MAJOR GATEWAY SHIPPING

One of the major side effects of the new air cargo security guidelines has been that the
economies of scale offered by the gateways and the proportionately higher costs of
screening at small to mid-size facilities encourages the migration of cargo screening to the
gateways. The utilization of a centralized cargo screening facility at a gateway can offer
further incentives to this shift.

2.2.4 RATIONALIZATION OF BELLY CAPACITY

As carrier fleets expand to accommodate international passenger demand they have almost
universally up-gauged to wide-body aircraft. Both Emirates and Etihad are prime examples
of carriers whose long-term plans for the carriage of cargo shifted from a 70 percent to
30 percent mix of freighter to passenger lift, to 30 percent to 70 percent. Freight
forwarders have been quick to capitalize on this shift which allows them to ship freight in
the lower-priced bellies. Although the use of freighters will still continue to grow as gross
industry volumes increase, carriers will continue to make better use of previously
underutilized space in the passenger fleets. This exacerbates gateway fragmentation and
has had a severe and ongoing impact on JFK.

2.2.5 EMERGENT GATEWAY FRAGMENTATION

This will be discussed in much greater detail in the discussion of routes. The basic issue is
that inland airports because of growing demand, better aircraft technology, and evolving
carrier route structures have introduced a number of international routes. These new
flights, although of relatively limited frequency, all serve to pull belly cargo out of JFK
particularly on flights to Europe. This represents the greatest challenge to an existing,
mature gateway because it is virtually impossible to structure any rational counter to the
use of available belly space from an inland airport.

2.2.6 MODAL SHIFTS

As discussed above, costs (mostly associated with security) have helped shift a substantial
amount of domestic air cargo to trucks. This trend began in 2000 as many businesses in
the face of a developing recession, began to opt for second and third day delivery of
shipments as opposed to overnight delivery. At a number of airports, cargo facilities have
become truck terminals. Interestingly, much of the tonnage has not disappeared; it has
shifted to trucks and is not reported. On the international side, shipping historically has
focused on dramatically different products which are typically incompatible with air freight.
More recently however, the advent of the “fast ship” has attracted attention from some
shippers because of the vastly improved product. Maersk has introduced a new ship that is
1,302 feet long, and has a net cargo capacity of 123,200 tons that can be transported much
more cheaply than by air. Most remarkable, the ship carries a crew of only 13, and cruises
at 31 knots — halving the time of typical trans-oceanic shipping
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2.2.7 LIBERALIZATION

International air service liberalization continued after 2000 although the pace has been
much slower than in the previous decade. Major liberalizations include Turkey (2000),
France (2001), India (2005), Australia (2008), Brazil (2010), and Japan (2010). The Single
Market Agreement with the European Union in 2007 lifted restrictions on services to London
Heathrow. While the Chinese bilateral remains very restrictive, negotiations in 2005
allowed additional services. Several of the U.S.-China bilateral revisions resulted in new
routes from ORD, EWR, and ATL.

The changes created tangible benefits for JFK. Delta Air Lines could now fly from JFK to
London Heathrow, joining British Airways, American Airlines, Virgin Atlantic, and Kuwait Air.
Delta also started services to Dublin without the need to serve Shannon too. Delta Air Lines
inaugurated nonstop services to Tokyo in 2009.

These liberalization measures were much more important to the interior hubs.
ATL, Charlotte Douglas International (“CLT”), DFW, and other airports obtained their first
nonstop flights to London Heathrow Airport (“LHR”). Before the 2007 Single Market
agreement, their flights were required to use less popular London airports such as Gatwick
Airport (“LGW?”). This is consistent with a broader pattern, in which liberalization creates
very large opportunities for new gateways, but only incremental gains for established
gateways such as JFK.

2.2.8 EMERGENCE OF NEW MARKETS

New markets are developing in Eastern Europe, Africa, and the Middle East - markets with
which JFK has substantial connectivity - that will probably have some impact in the next five
years. Africa has been a difficult market to anticipate since it has had substantial ups and
downs economically. Nevertheless, most industry analysts anticipate expansion for the
African markets. Airports in the Middle East are building substantial portions of their growth
assumptions around economic development in the African nations. Of the major gateways
in North America, New York, Miami, and Atlanta are best positioned to pursue this market.
However, of the three, New York has the greater physical capacity and interlining diversity.
The Middle East continues to prosper as a transfer center for cargo with its three main
carriers, Emirates, Etihad, and Qatar aggressively pursuing expansion and competing with
one another. It is unclear whether the transfer strategies of these carriers will remain
sustainable as new more fuel efficient aircraft facilitate expanded non-stop capability to the
industry. Additionally, carriers are also expanding their markets. Between 2000 and 2010,
Delta Air Lines inaugurated nonstop flights to Accra, Bogota, Dakar, Montego Bay, Port au
Prince, Prague, Santo Domingo, Sao Paulo, Tel Aviv, Tokyo, and other destinations.
This expansion increased the supply of belly capacity at JFK.

2.2.9 CHANGING DISTRIBUTION SYSTEMS

Prior to the economic downturn of 2008-2010, there was increasing interest on the part of
Asian manufacturers and shippers in general, and Chinese industry in particular of shifting
some manufacturing out of Asia back to North America and Europe. This interest will
continue as the economy recovers. Rising labor costs in Asia, the accelerating consumption
of a growing middle class, higher fuel costs, and the added expense of security screening
have increased shipping costs substantially. This makes this repatriation of previously
exported industry and the importation of new business to the U.S. and Europe more viable.
As this trend matures international shipping will be adversely affected. Domestically,
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manufacturing and distribution continue to move to a decentralized business model in order
to reduce the cost of transportation logistics. This increases demand for trucking and
conversely reduces the need for air support.

2.2.10 GROWTH OF ACMI CARGO OPERATORS

As carriers move to “right-size their fleets, many are shifting away from owning their
freighters preferring instead to “wet-lease” their all-cargo aircraft to include the ACMI.
This strategy also reflects the greater reliance on wide-body belly capacity for most
shipping, and an increasing dependence on outsourcing for unusual or peak shipping
requirements. The higher costs of the leases are off-set by reduced maintenance and
operating costs incurred by the carriers. A side effect of this trend is that airports do not
always know which carrier has chartered the operation. This can be problematic for
planning both aircraft ramp and facility size unless appropriate tracking is in place that tells
the airport where the aircraft is parking and for which carrier the aircraft is flying.

2.2.11 THIRD PARTY DEVELOPMENT AND LEASING

As carriers pull back from owning or leasing property on an airport, the gap has been filled
by third party developers typically in partnership with the airport. More recently cargo
handling companies have become part of the equation. The handlers are now either
financing the development or leasing the facility. This enables them to make better use of
space and manage physical and human resources more effectively. This concept also lends
itself to a “common-use” pricing structure in which the airport receives revenues on
processed cargo rather than a square footage basis. If structured properly this kind of
arrangement can reduce start-up costs and have a higher payout for all parties as the
operation matures.

2.2.12 THE CARGO VILLAGE

Perhaps the most visible and discussed phenomenon is the emergence of the “Cargo
Village.” Despite its increasing popularity, this is simply a new name for an on-airport
logistics complex. It can include virtually any elements of the air cargo industry, but for the
most part, given restrictions on commercial development at most airports, is best focused
on carriers, forwarders, customs brokers, and other directly supporting services as opposed
to manufacturing and assembly. One of the fallacies in the industry is that such complexes
will attract cargo. They are usually only successful if there is an existing or strong potential
market. While they have a limited marketing appeal, their value, if properly constructed is
to create functional proximities that will enable tenants and users to realize cost benefits
and time savings. JFK has an ideal market for such a development provided it can be built
and leased for rates that the industry will accept.

2.2.13 CENTRALIZED SCREENING FACILITIES

Because of the costs associated with screening belly cargo, independent contractors have
begun developing certified screening facilities that are designed to service multiple small
users including shippers, forwarders, and carriers. Using economies of scale, these facilities
(best located on-airport) enable these users to reduce the cost of screening, or the issues
associated with retrofitting their own facilities to accommodate the screening process.
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2.2.14 GROWTH OF LOW COST CARRIERS

Low cost carrier JetBlue has developed a hub at JFK. Its narrow-body aircraft, high density
seating, and domestic network limits its ability to carry air cargo. In 2010, it carried
24.9 percent of JFK’s passengers but only 0.5 percent of its cargo.® JetBlue has alliances
with American, South African, Aer Lingus, Virgin Atlantic, Jet Airways, El Al, and Lufthansa
(which holds a 19 percent interest in JetBlue). By strengthening their passenger business,
JetBlue indirectly helps them offer by-product space for cargo.

2.2.15 INDUSTRY ALLIANCES AND CONSOLIDATIONS

Airline alliances continued to evolve in 2000-2010. SkyTeam was established in 2000.
Both the Star Alliance and OneWorld have continued to recruit new members. Several
airlines have, in fact, left one alliance and joined another as strategies for growth create the
potential for new partnerships. The alliances have particularly helped DTW, EWR,
Minneapolis-St. Paul International Airport (“MSP”), Memphis International Airport (“MEM”),
Washington Dulles International Airport (“IAD”), ATL and ORD obtain new international
services. The alliances have contributed to the expansion of international flights at
alternative airports reducing the need for many travelers to transit coastal gateways such as
LAX or JFK.

Delta’s strong position at JFK and its domestic feeder network strengthens other SkyTeam
members at the Airport. Conversely, United provides strong traffic feed to the Star Alliance
at EWR, but limited feed at JFK.

SkyTeam includes a cargo alliance among a subset of its members. This alliance has not
had a significant impact on air cargo. The passenger airlines have largely ceded control of
the market to integrators and forwarders. The forwarders’ consolidation gateways and road
feeder services provide them with traffic feed from points not served by their purchases of
aircraft capacity. The gateways therefore serve as a substitute for airline alliances.

The 2000-2010 period, was characterized by mergers and consolidations. These included
America West/US Airways (2005), Delta/Northwest (2008), United/Continental (2010),
British Airways/lberia (2010), Lufthansa/Austrian (2009), Lufthansa/Swiss (2007),
Air France/KLM (2004), and others. The U.S. mergers have resulted in extensive corporate,
operational and marketing integration. The European mergers created holding companies,
with the original entities continuing as subsidiaries.

The decade also saw UPS acquire Menlo Worldwide Forwarding (and Emery), DHL absorb
Airborne, and BAX Global be taken over by Shenkers —a major freight forwarder.

The United-Continental merger could lead to a network realignment. The reconfigured
airline currently has hubs at both EWR and IAH. Their proximity could create redundancies.
United has announced that it will shift summer-only Dublin/Manchester flights from EWR to
IAH. The IAH-Buenos Aires flight will be transferred to EWR. Through acquisition of
Continental’s hub at EWR, United has obtained a very strong New York-centered network.
The EWR hub could marginalize the Star Alliance services at JFK. The Northwest-Delta
merger was a factor in the restoration of a nonstop JFK-Tokyo airports flight which
Northwest had previously discontinued.

1 Sources: United States Department of Transportation Reports 28DM and 281M; Port Authority of

New York and New Jersey.
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The mergers have resulted in large losses of service at some secondary hubs such as
Cincinnati/Northern Kentucky International Airport (“CVG”). At JFK, they prompted the
consolidation of terminals, leases, gates, and counter space. They have not significantly
affected total capacity or the availability of international services.

2.2.16 AIRPORT MARKETING

Since September 11, 2001 and the subsequent adverse impacts on airport and airline
revenues, airports have increased their focus on cargo and cargo-related activities to
augment cash flows. While most airports are not well-positioned to compete in the
international market, the numbers alone create a competitive presence and a range of
alternatives that did not exist prior to 2000. Through working directly with the airlines and
government officials, a number of airports have been able to achieve increases in air
services for both passenger and cargo.

2.2.17 EMISSIONS TRADING

The growing concerns about anthropogenic carbon dioxide and its impact on climate have
prompted several governments to impose carbon taxes and emissions trading schemes.
Although aviation is a relatively small source of greenhouse gases, it is growing rapidly.
The European Union proposes to extend its ETS to aviation and include foreign carriers.
The political and economic issues are very complicated. Each airline would be granted an
initial quantity of carbon allowances, but must purchase the remainder. Most planners use
a baseline of 30 Euros per tonne of carbon dioxide for each allowance. The cost of the
allowance would raise the effective price of fuel by 12.56 percent if applied to the fuel prices
during the week of November 7, 2011. Since an airline would be granted initial allowances
and not all of a flight's path would necessarily be subject to ETS, the effective cost increase
would be less than 12.56 percent.

The industry outside the European community has resisted this policy change. The added
costs will lead to higher fares and air cargo charges which will reduce the growth of the
industry. Changes will be particularly detrimental to the smallest commercial aircraft and
short routes, where fuel consumption per unit of capacity is the highest. If implemented
industry-wide consequences could affect JFK traffic, but would not directly impact the
Airport. The European Union (“EU”) recently issued a decision against exempting US and
other non-EU carriers from the program.
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CHAPTER 3
INDUSTRY DUE DILIGENCE

The Project Team conducted a survey and series of interviews with regional stakeholders
supplemented by additional information from a parallel survey that was performed under
the auspices of the New York City Economic Development Corporation (“NYCEDC").
The subjects covered included the following areas:

= Landside

= Airside

= Facilities

= Security

= Services

= Off-Airport Connectivity

= Regional Access

= Relationship to Newark & Stewart Airports

= Airport Costs and Regional Costs

= Ease of Doing Business

= Federal Regulatory Considerations

= Economic Development Considerations

= Critical Issues and Concerns
The objective of this element of work was to obtain informed opinions from key
stakeholders in the New York Region regarding:

»= The use and future operating requirements of the cargo operations at John F.
Kennedy International Airport (“JFK” or “the Airport™);

= How the Airport was and could be linked with the economic development goals of the
City of New York (“NYC” or “the City”);

= The regional industrial real estate context;

» Understanding other airports that either handle air cargo for the region or are
considered competitors to JFK; and

» Existing and emerging issues regarding air cargo at JFK, along with potential
solutions and priorities.

Survey Process and Findings

Because user input is a critical component in the design and development of air cargo
facilities and working relationships, a set of questions was developed (see Appendix B) to
identify operating requirements, necessary facility enhancements, areas of concern, and
primary strengths of the Airport. Before the survey was initiated, presentations were made
to the cargo community and the Team and/or The Port Authority of New York & New Jersey
(the Port)/NYCEDC had the opportunity to discuss its relevance and explain its content to
cargo personnel from most of the Airport’'s carrier population as well as a number of
regional freight forwarders and customs brokers. The sessions were well attended and
generated substantial dialogue and comment. In addition, the dialogues and comments
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were discussed at the Airport’'s Air Cargo Committee meeting and participation was
encouraged. A separate formal survey instrument was developed and reviewed for the
NYCEDC which was mailed separately to the community at large. As the effort began, the
Team was aware of the fact that peak shipping season would reduce participation in the
outreach effort.

Phone listings for industry participants were obtained and in several cases corrected, and a
series of one-on-one phone interviews was initiated with cargo station managers to develop
the data that would provide critical feedback on operating and physical planning issues.
With assurances of confidentiality, approximately 40 percent (21 of 50 targets) responded
to the requests for interviews. In several instances respondents indicated that they had
provided feedback to numerous other similar initiatives and had nothing more to add.
Given the consistency of feedback, the overall responsiveness is acceptable and we believe
reflective of the cargo community’s perceptions. A narrative, rather than tabular,
summation is particularly appropriate to avoid memorializing data analysis that will require
additional scrutiny through the remainder of this study effort. The respondents include both
on-airport carriers and off-airport allied service providers. Of the former, some operate
freighters while others offer only belly capacity. Given these distinctions, some subject
areas have overlapping interests while others must remain segregated. Given that this task
is principally to inform the context for successive tasks, the narrative will largely adhere to
recording the perceptions of operators willing to provide feedback but will intentionally limit
analysis until justified. It should be noted however, that in some instances the Team has
provided clarification of the feedback to: a) provide a better context for the reader, and
b) address potential questions that the comment/feedback might raise. A broader context
addressing those issues identified as critical will be provided later in this document.

3.1 LANDSIDE

Among on-airport tenants, a near-unanimous consensus suggested that JFK’s cargo
operations are more compromised by landside than airside challenges. While roadway
access issues are historically problematic, truck queues on the airport were consistently
cited when cargo operators identified the single biggest operational issue. Unfortunately,
individual operators are incapable of mitigating the problem because the truck congestion is
often derived from adjacent facilities, rather than their own. Tenants also report having to
monitor trucks parking in their lots while waiting to serve other facilities until they can be
accommodated, which is troublesome because the trucker being run off may also be their
own recent customer.

Carriers were supportive of the Port Authority’s plan to develop a multi-fuel service station
and truck parking facility but frustrated by the lack of progress, given that the Port
Authority authorized its construction in April 2010 and had presented the concept to
enthusiastic responses in cargo facilities workshops in October 2010. There is universal
concern about the lack of accommodations for truckers and belief that a modern
“truck-stop” that provides food and washing facilities would dramatically enhance the quality
of life of a critical element in the supply chain.

It is anticipated (but not demonstrated) that this will substantially mitigate the queuing
issues which increase at peak shipping hours when trucks queue up for international cargo.
However, notwithstanding that support for the fuel station, there is no consensus about the
effect that improvement would have on roadway congestion. Tenants suggested that
dedicated truck parking and marshaling yards must be developed but questioned how
effective even that might be given the decentralized locations of cargo operations on and
around JFK. Technology already common at major seaports may need to be deployed to
provide effective communications between truckers and dispatchers at the terminals in
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order to minimize localized roadway congestion in the parking lots of the warehouses.
Nevertheless, truckers sometimes drive thousands of miles for a JFK pick-up or delivery and
arrivals are frequently predicated upon variables beyond the drivers’ control.

While declining air cargo volumes have reduced the strain on freighter ramp and warehouse
space, no related easing of roadway congestion has been detected. In fact, some operators
suggested that challenges may only be masked by reported tonnage decreases because the
domestic segment of international shipments might previously have been handled entirely
airside with transfers between domestic and international flights, but given security and
other influences that have diverted cargo from domestic passenger flights to domestic
trucking, air cargo volumes may have been lost even as demand for trucking at JFK
proportionally grew.

There was considerable concern expressed about appropriately planned on-airport landside
accommodations. Typical planning guidelines suggest that a depth of approximately
150 feet from the front of the cargo facility to the curb is needed to allow full-length tractor
trailers to maneuver and dock without blocking the access roads or other docks. The issue
of extensive truck queuing and delay on-airport was critical to many of the private sector
organizations interviewed. One respondent noted, “We do a number of trips a day and can
have substantial wait times.” Queuing issues on-airport appears to stem from several
sources, according to the interviews:

= Insufficient airline and handler staff at the on-airport warehouses can delay or
lengthen the loading and off-loading times of trucks. As one interviewee
commented, “Because of the economic slow-down, there is reduced labor at the
facilities.”

= Facility design does not provide sufficient capacity for accommodating truck queues.
As a result trucks may back up on local access roads.

Off-airport in the cargo community, the conditions are considered far worse.
Respondents indicated concerns regarding problematic accessing roadway geometry for
large trucks, lack of truck bays, lack of employee parking, and operational issues when
docked trucks physically block streets while loading. There is little that is seen possible as
remedial action given the physical constraints that exist.

3.2 AIRSIDE

JFK has between 55 and 65 aircraft parking positions depending upon type of aircraft, at
various leaseholds. A number of these are located at the facilities of carriers that no longer
include freighter aircraft in their fleet mix. By comparison, based on reported airport
statistics and Master Plans, Los Angeles International Airport (“LAX™) has approximately
45 positions, Miami International Airport (“MIA”) has 75 positions, Chicago O’Hare
International Airport (“ORD”) has 30 positions (to be increased to 47), and
Hartsfield-Jackson Atlanta International Airport (“ATL”) has 27 positions. In calendar year
2009, 85 percent of MIA’'s freight was transported on freighters, compared with only
54 percent at JFK which provides significant context to the disparity in needs for freighter
ramp between the two international gateways. By comparison, about 58 percent of
international cargo at ORD was transported on freighters — higher still but more comparable
to JFK.

There were no concerns raised regarding airside capacity. This is considered to be due in
large part to the reduced use of freighters at JFK. This is in part a result of less overall
cargo, more trucked cargo, but in large part to the greater reliance on belly capacity in
wide-body aircraft. Given the lack of ramp congestion, there was little comment on the
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condition of the aprons or their general accessibility from the airside. Historically, a
percentage of the available ramp capacity was absorbed by equipment storage but even in
peak demand years, apron availability was not an issue. One concern, however, that was
raised was whether ramp is optimally located. A broader question surfaced about whether
the Port Authority would be positioned to keep pace with demands of next-generation
freighters.

3.3 FACILITIES

Carriers were asked to estimate anticipated growth for 2012. Respondents indicated that
any growth would follow generally forecast totals, and that nothing unusual, barring some
anomalous activity, was anticipated. Carriers indicated very little demand for additional
on-airport capacity. This was anticipated given the industry-wide slow down, and the
reduced tonnage volumes at JFK.

Analogous to JFK’s ramp, demand for JFK’s facilities capacity — at least on paper — has been
affected by annual cargo tonnage having fallen about 26 percent between calendar 2000
and 2010 (inclusive). By a considerable margin, this decrease was more severe than for the
other three largest U.S. international gateways: LAX (-14.3 percent), ORD (-6.3 percent)
and MIA (+11.8 percent), while (in square footage reported in Air Cargo World’s annual
Airports Directory), JFK’s total cargo warehouse inventory exceeds by at least one million
square feet that of any of the other three gateways. Not only has warehouse demand been
affected by reduced volumes but also by the predominance of third-party handling that
scarcely existed when many facilities were designed. These handlers get greater utilization
from facilities and equipment by handling multiple customers and daily flights, in space that
may have previously been inefficiently occupied by individual carriers with considerable
down time.

It was noted that many of the existing facilities are dated and in many instances inefficient
because of height, column spacing, and/or configuration. Nevertheless, despite the
dissatisfaction with the older facilities, the community recognizes that as fully amortized
buildings, the rents are lower than in new facilities. As a result, carriers and handling
companies will accept operational inefficiencies as a trade-off for lower rents.
Asked whether their current capacity at JFK is adequate for current and near-term needs,
on-airport tenants answered affirmatively or even suggested a surplus. Nonetheless, most
were unsatisfied with their current facilities. While labeling JFK’s cargo facilities as an
“embarrassment” for a landmark gateway, the grievances were much more operational than
aesthetic. Concerns were not limited to the quality of individual facilities but also (as noted
in the airside section) that synergies of being in a gateway are all but lost by the fact that
facilities are spread rather than being in a cargo village — a concept of which they are
supportive. It must be noted that the comparison here was being made to Frankfurt and to
Asian gateways rather than U.S. gateways because the same deficiency could as easily be
applied to MIA and LAX.

The Team noted that many of the facilities and their grounds are not well maintained.
Discussions indicate that this is due in part to high vacancy rates, lack of tenant staff
capacity to handle the required maintenance, or a belief that the Port Authority should be
responsible. The overall result is an unattractive environment in the cargo community.

Off-airport facilities typically house the supporting business infrastructure for cargo rather
than the carriers. Remote locations are utilized for the most part because of the lower
property rents. However, operating costs are higher because most of the warehouses
cannot accept larger vehicles and have limited docking capacity. In many instances facility
heights limit stacking and constrain operations. Several respondents indicated that an
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on-airport location with greater capacity would enable them to expand their business and
increase volume. While the potential to increase volumes is unsubstantiated, there are
clearly operating advantages to being in a modern, on-airport facility. These would include
internal building operations with the ability to introduce material handling systems, stack
and sort freight more efficiently, and connect to the carrier facilities more efficiently.

The continued existence of possibly unusable building capacity is perceived as unattractive
and detrimental by cargo operators, as well as by prospective commercial real estate
developers. Even more detrimental, prospective developers perceive the requirement to
capitalize not only new construction but also demolition of existing facilities, which is
challenging, especially in an industry with a decade’s decline having already discouraged
financing. Developers of on-airport facilities also perceive the Port Authority’s unused
capacity as potential competition that could jeopardize their ability to sustain new
investment.

3.4 SERVICES

In terms of network connectivity, such as the direct destinations, and frequencies and mix
of belly and freighter capacity, JFK remains preeminent and this backbone of air service
sustains allied services that would be the envy of would-be alternative gateways.
Because of its importance in the air cargo industry, major forwarders must have a presence
in the New York market, while trucking and ground handling companies that support the air
cargo industry are compelled as a matter of derived demand.

With regard to services, several issues are considered important by the community.
The first is the provision of a centralized cargo screening facility that could support the
off-airport forwarder community. A screening operation for a standard tractor-trailer would
require about 5,000 square feet. This allows for the cargo to be off-loaded from the truck,
broken down for screening, run through the screening operation and built up for delivery to
the airside. For smaller carrier operations and most forwarders with their own facilities, in
addition to the cost of the equipment, the 5,000 square feet would represent a large piece
of their warehouse capacity, and introducing this function can create operating constraints.
A Certified Central Screening Facility can provide smaller users with a lower cost option to
ship through JFK. Private operators believe that such a function can be monetized profitably
and introduced into the JFK operation.

A second major area of concern for on-airport tenants was responsiveness from the Port
Authority. The process of gaining approval for leasehold improvements was generally
criticized, although not without at least one “silver-lining.” One carrier observed that
approval from the Port Authority had been so long in coming that the industry had lapsed
well into the ongoing recession and the planned expansion was no longer necessary.
Delays were more symptomatic than actually being the issue, as tenants suggested that the
chain of approvals from the Port Authority seemed to be extremely difficult to negotiate.
The word “one stop shop” for permitting was cited repeatedly in tenants’ “wish lists.”

The competitiveness of ground handling at JFK was raised as a problem in that tenants
questioned whether the amount of competition has engendered an environment in which
handlers have been required to perform more services for lower rates. For both the Port
Authority and other regulators, managing that competition should be limited to ensuring
that operators meet safety and security standards, but service quality and rates should be
left to handlers and their customers to address through their own service level agreements.
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The most commonly requested service improvements were those (already documented)
relating to accommodations for trucks and their operators. Less frequent requests were

made for possible temperature-controlled services/facilities but these are typically privately
operated. Apart from making space available for development, the Port Authority would
probably still be well advised to consider the willingness of a private developer or operator

to provide such resources as a referendum on their viability. It should be noted that in the

early 1990’s, the Port Authority developed the largest on-airport climate controlled facility in

North America that was a failure because individual carriers maintained their own cooler
capacity.

3.5 SECURITY

Rather than the congestion feared when 100 percent screening of enplaned international
belly cargo was initially announced, the requirement has (at least to date) served to further
reinforce the advantages of traditional gateways because cargo operators sought to
capitalize their investments in technology and training by pushing as much volume as
possible through fewer portals. Mentioned by both forwarders and carriers in the
interviews, the ability to perform screening at certified cargo screening facilities (CCSF’s)
was critical to minimizing the impact at JFK and other major gateways where
transcontinental belly capacity is essential. Admittedly, the stress of the heightened
requirements was also reduced by the volume reductions resulting from recessionary
pressures.

Notwithstanding the relative nonevent that accompanied belly cargo screening, few in the
industry believe that an eventual requirement to screen all cargo (including that carried on
freighters) is anything but inevitable. Given concerns about chain of custody, some also
believe that with the right technology, the screening of all air cargo at the point of departure
(rather than off airport) may become compulsory.

Consequently, it was not surprising that operators raised the possibility that a more
long-term vision of cargo screening may be required than what has been required to date.
Discussion turned to past proposals for a “car wash” screening operation that, by some
accounts, had enjoyed enthusiasm but not support from the Port Authority.
Oddly “car-wash” is the term of art that has caught on for a centralized, common screening
facility. Basically a truck will drive up, unload its cargo for screening, and pick it up at the
opposite end — screened and ready to go. (See additional discussion under Services above.)

3.6 OFF-AIRPORT CONNECTIVITY

As the most mature of the international gateways, JFK has seen substantial development all
around its perimeter. The build-up of cargo support facilities in Springfield Gardens and
immediately east of the Airport in Nassau County creates a concentration of truck traffic
that makes connection to the on-airport facilities difficult from a pure physical perspective.
Trucking activities vary substantially, but largely fall into five categories.

= Deliveries between airports (JFK, Newark Liberty International Airport (“EWR”),
Philadelphia International Airport (“PHL™), and others)

= Deliveries between CFSs
= “Hot shots” for time-sensitive priority movements
= Alternative ground-based transportation for air cargo carriers

= Deliveries between customers, carriers, and CFSs
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In addition, third party logistics providers (“3PLs”) and trucking operations may pick up or
drop off at CFSs or airline facilities on behalf of their regular customers. Indicated operating
concerns include:

= Delays are encountered at the CFSs because the facility has not yet broken down
loads from a container even though the Automated Manifest System indicates that
the shipment is ready for pick up.

= The older buildings outside the airport (and several of the on-airport facilities) were
not designed to accommodate industry standard 53-foot trailers. As a result, trailers
may block sidewalks and jut into City or airport streets. Security and theft concerns
continue for the area surrounding the airport.

= While newer buildings exist, the lease rates are too high to compete with operations
in the older buildings.

= Drivers generally must have transportation worker identification (“TWIC”) cards,
which can be more expensive.

3.7 REGIONAL ACCESS

Context

JFK has been a key air cargo hub for decades, having served as a major international
gateway for air freight moving between Europe and North America since the airport opened
in the 1940s. The air cargo industry has undergone a transformation in recent decades and
JFK’s role in the global supply chain has changed for a number of reasons. At the same
time, the roadway network in the immediate vicinity of the Airport, as well as through the
greater New York City metropolitan area, has become increasingly constrained.
Population growth, suburban development, and the aging of the region’s highway
infrastructure have all played important roles in these changes, and have had adverse
impacts on regional highway access to and from JFK.

In response to these changes and the threats they present to the viability of JFK as an air
cargo hub, various public agencies have undertaken efforts in recent years to document the
challenges faced by the Airport itself and other industries that rely on it for air cargo
transportation needs. In addition, the air cargo industry in the region has received
heightened attention because of the growing importance of freight transportation in general
transportation planning efforts. Key drivers of these planning efforts and the related have
included the Port Authority, the New York Metropolitan Transportation Council (“NYMTC”),
New York State Department of Transportation (“NYSDOT”), New York City Department of
Transportation (“NYCDOT™), NYCEDC, and various stakeholder groups.

A comprehensive review of existing documentation related to air cargo issues in the Region
was conducted for this study. These documents contain a wealth of information about
stakeholder concerns, and a number of common themes have been identified. The primary
resources used for this effort include the following:

= JFK Air Cargo Alternatives Inventory & Assessment (Port Authority of NY & NJ, 2005)
= NYMTC Regional Freight Plan: Task 8 (NYMTC, 2003)

= Regional Qualitative Freight Research (Port Authority of NY & NJ, 2010)

= Freight Facilities and System Inventory (NYMTC, 2000)

= JFK Air Cargo Truck Movement Study (URS Corporation, 2002)

= Southern Brooklyn Transportation Investment Study (NYMTC, 2003)
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A number of key themes were identified in these studies related to regional access to and
from JFK from an air cargo industry perspective. These have been organized into the
following categories: (1) infrastructure, (2) operations, and (3) policy/institutional.

3.7.1 INFRASTRUCTURE

One of the defining characteristics of JFK is its location in the New York City metropolitan
area. Situated in southeastern Queens near the Nassau County line, JFK was constructed in
an area that had been an attractive location for an airport due to the low intensity of
development in the surrounding area and its distance from the commercial hub of New York
City in Manhattan. Over time, this “advantage of place” has diminished as the areas
surrounding the airport have been developed, as population and employment on Long
Island have grown considerably over the years, and as much of the warehouse development
in the New York City region has occurred in areas not readily accessible to the Airport
(e.g., northern New Jersey, Rockland and Orange Counties, Connecticut).

From an air cargo industry perspective, one of the primary constraints in today’s
environment is the lack of access routes that are suitable for large trucks. Locally, the only
limited-access highway route to JFK is the Van Wyck Expressway (1-678), with secondary
“through” truck routes that include Atlantic Avenue, North and South Conduit Avenue,
Springfield Boulevard, and Francis Lewis Boulevard. Regionally, the key limited-access
freight corridors include the Long Island Expressway (1-495), the various segments of 1-95
(Cross Bronx Expressway, George Washington Bridge, and the New Jersey Turnpike) and
the Gowanus Expressway / Brooklyn-Queens Expressway combination (1-278). For large
trucks entering the JFK area from west of the Hudson River, the most commonly used route
is 1-95 over the George Washington Bridge, to the Cross Bronx Expressway, then over the
Bronx-Whitestone Bridge to the north end of the Van Wyck Expressway. The lack of
alternative limited-access routes for trucks involved in freight movement for air cargo at JFK
effectively limits the use (for these trucks) of many technology-based improvements that
have been implemented in the region over the years, including NYSDOT’s extensive Internal
Tolling System (“ITS”) infrastructure in the region.

The 1-278 corridor is particularly challenging for JFK truck access due to its deteriorating
infrastructure (particularly the elevated section of the Gowanus Expressway through
Brooklyn) and the non-standard geometric features on the segment through downtown
Brooklyn. These existing design constraints include narrow lane widths, short merging and
weaving sections, limited sight distances, and the low vertical clearance (12’-0”) along the
triple cantilever section under the Brooklyn Bridge that requires trucks to exit to local
streets. The 1-278 corridor also has one of the inherent characteristics of many regional
highways in New York City — elevated and depressed roadway segments — that make
upgrades and rehabilitation projects so difficult and costly.

The location of JFK in southeastern Queens, coupled with the physical limitations of the
1-278 corridor through Brooklyn and Queens, point to an ongoing need for a limited-access
highway connection between the Verrazano Narrows Bridge and the JFK area. Trucks are
not permitted along the Belt Parkway, but this roadway serves as a key link for motorists
traveling to JFK from points west of the Hudson River. Trucking industry representatives
have identified this as one of the major needs for the Region.® This, coupled with a second
east-west interstate highway across Long lIsland that has been highlighted as a regional
need by the trucking industry, would help improve mobility through the entire region for
trucks.

1 PANYNJ Qualitative Freight Research, Industry Summaries
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In addition to the east-west connection through South Brooklyn and Queens, another major
roadway infrastructure “gap” identified by many stakeholders was the extension of the
Clearview Expressway (1-295), south from its current terminus at Hillside Avenue in Queens
Village. This would provide a connection through the Springfield Gardens area to JFK, and
would serve as a second limited-access route to the airport from the north. The extension
of the Clearview Expressway to JFK and the development of a major east-west truck
corridor along Route NY-27 through Brooklyn and Queens were two key infrastructure
improvements identified in the NYMTC Regional Freight Plan (2003).

Another important limitation of the regional highway network is that JFK is not directly
accessible via limited-access routes where 53-foot trailers, which have become increasingly
common in the nation’s truck fleet, are permitted. This is a historical legacy of the region
dating back to 1982, when 53-foot trailers were permitted under the Federal Surface
Transportation Assistance Act (“STAA”) of 1982. Because the City never adopted the
STAA-designated truck network, 53-foot trailers are only permitted on limited segments of
the regional highway system to accommodate movements through the City. These roadway
segments include 1-95, the segment of 1-295 (over the Throgs Neck Bridge) between 1-95
and the Long Island Expressway (1-495), and the Long Island Expressway from 1-295 to the
Nassau County Line.? The Van Wyck Expressway (1-678) is not included with these
segments. The lack of redundancy in this system has also been identified as a point of
concern, since the Van Wyck is the only limited-access route for trucks to/from JFK and it
has its own operational constraints. But beyond the immediate vicinity of the Airport, some
air cargo industry representatives acknowledge that the highway network is extensive and
allows for reasonably efficient travel during off-peak periods when congestion is not a
problem.

Based on observations and anecdotal information from various industry representatives, the
accessibility of 53-foot trailers into the JFK area is a critical issue that is frequently ignored
even though these trucks are subject to citation and the increased costs associated with this
risk. Access for 53-foot trailers is critical for the air cargo industry because it allows the
industry to get pricing from truck carriers based on larger economies of scale. A 53-foot
trailer, for example, can accommodate up to ten LD3 air cargo containers as opposed to the
maximum load of eight in a 48-foot trailer. This represents a 25 percent increase in
capacity for the truck movement, and helps minimize trucking costs for air cargo shippers
while also potentially reducing individual truck movements through the City. Some local
trucking firms that make frequent trips to JFK have dedicated truck fleets that meet these
size restrictions

While there is little, if any, interface between air cargo carriers and railroads for freight
transportation due to the markedly different logistics needs of the customers these industry
subsectors typically serve, there is a specific area in the industry where freight rail access
into the JFK area has been identified as a potential asset. This involves the repositioning of
empty air cargo containers from other air cargo hubs in North America (e.g., Dallas or
Chicago), where inbound cargo has been moved from Asia to JFK for outbound moves to
Europe. These empty air containers are sometimes moved elsewhere in North America by
rail in domestic 53-foot intermodal containers. The movement of empty containers in the
Chicago-to-NYC market began to attract attention in the industry when Asian carriers began
diverting cargo from New York as a cost-saving measure in recent years.

2 NY Vehicle and Traffic Law Section 385(3)(b)
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Legally permitting 53’ trailers on the Van Wyck is only one among several significant JFK
access issues that have been extensively studied by City and State agencies which this new
report should acknowledge. These include strategies to counter worsening congestion on
the Van Wyck Expressway, the lack of a direct through-truck route across South Brooklyn,
and congested and inadequate east-west roadways comprising the Rockaway
Boulevard/Nassau Expressway Corridor. EDC led an interagency working group that
examined each of these issues and possible remedies in concert with a JFK Access Task
Force convened by Deputy Mayor Dan Doctoroff circa 2006, as highlighted below.

= VWE Congestion: Several strategies have been studied since at least the 80’s.
The interagency team developed plans for a pilot project to close up to four on or off
ramps on the southern portion of the highway, to reduce congestion caused by
weaving and accidents. Anticipated community concerns led to whittling down the
candidates to one and then none, despite support of transportation agencies and
NYPD. The Doctoroff task force also endorsed fully funding NYSDOT’s Kew Gardens
Interchange improvement project and other potential improvements to the existing
highway. One proposal broached but set aside called for a NYSDOT-led corridor
study to evaluate potential as a long-term goal of VWE capacity expansion and
possibly a tunnel extension of the Clearview Expressway (encouraged by RPA).
While these are costly and complex options, they recognize that the existing highway
network lacks the capacity to support efficient mobility for the airport and other
transportation needs in SE Queens and nearby communities dependent on the VWE
corridor.

= Southern Brooklyn Through-Truck Access: A major obstacle for efficient cargo
access to JFK and other trucking activity is the lack of a direct route for
through-truck movement across Brooklyn between the Verrazano-Narrows
Bridge/BQE and JFK. This has been highlighted in a series of planning studies by
NYSDOT, NYMTC, and NYCDOT since the 80’s, without progress. Lack of a more
direct legitimate truck route forces circuitous trips to travel to and from JFK and
other points along the southern portion of geographic Long Island. Several specific
corridors have been considered without resolving to implement any significant
improvement. In conjunction with the Task Force effort, EDC led development of a
well-scoped pilot project to allow small trucks on the Belt Parkway. NYCDOT
ultimately opposed the pilot project, citing traffic safety concerns that it maintained
could not be addressed without substantial capital investment. Allowing small trucks
on the Belt would be a significant improvement for JFK cargo access, as survey data
show a significant percentage of JFK-cargo trips are made with commercial vans or
small trucks.

= Rockaway Blvd/Nassau Expressway Corridor: The roadway network along the
northern border of JFK is heavily used for local circulation in SE Queens and travel to
and from nearby Nassau County towns. Users include air cargo and airport-related
businesses. Congestion is worsening on Rockaway Boulevard. The corridor includes
fragmented portions of a planned Nassau Expressway project that would have
provided a continuous highway route through the area. Previous work by NYC City
Planning and others points to advantages for airport access and local mobility in
implementing one or more additional expressway segments, short of a full-length
highway. NYSDOT is completing a SE Queens Corridor study that emphasizes
affordable traffic operations improvements, setting aside prospects for significant
capital improvements. Project plans along the corridor spur piecemeal deliberations
among EDC, PANYNJ, NYSDOT and NYCDOT in an effort to implement site-specific
fixes to accommodate new projects while minimizing added congestion.
The NYSDOT assessment offers a timely opportunity to convene a State-City-PANYNJ
working group to consider a coordinated and phased approach to improving traffic
flow and preparing a realistic but meaningful agenda for capital improvements.
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3.7.2 OPERATIONS

One of the important trends in freight transportation in recent decades in the Region has
been the development of major warehousing and distribution centers in points west of the
Hudson River. Older industrial sites include the Meadowlands and Raritan Center in
New Jersey, and they have been supplemented more recently by industrial development in
Orange County (NY), the Cranbury area at Interchange 8A on the New Jersey Turnpike, and
eastern Pennsylvania. This has been driven primarily by lower land costs in these areas and
availability of larger land parcels needed for large industrial buildings. The regional
implication for the air cargo industry is that much of the air cargo moving through JFK is
being shipped to regional distribution centers located far from the Airport itself, and
accessible from JFK via an increasingly congested highway network.

In general, there is a perception that this is an old, congested region where land uses and
transportation infrastructure are not suited to accommodate freight transportation demands
as well as they did in the past. Roadway congestion is a recurring problem in this region,
and it has serious implications for air cargo in terms of increased cost and reduced
reliability. Most of the truck routes used for travel to and from the JFK area are congested
for large portions of a typical day, and as the region has grown over the years this
congestion has become commonplace even in outlying regions. Interstate 95 is identified as
the most congested corridor in the nation in recent national reports on congested roadways,
and other truck corridors in the City experience frequent recurring congestion throughout
long periods of a typical day.® Frequent congestion is also a problem on local truck routes in
the vicinity of JFK, including Rockaway Boulevard, Hillside Avenue, and Woodhaven
Boulevard. Curb parking along some of these local routes has been identified as a
constraint for truck movements.

The Kew Gardens Interchange, where the Van Wyck Expressway intersects the Grand
Central and the Jackie Robinson parkways, has been identified in a number of sources as a
key bottleneck along the 1-678 corridor. North-south truck traffic is impeded by the
roadway configuration in this area. The Van Wyck Expressway has three lanes per direction
north and south of the interchange, but only carries two lanes through the interchange
itself.*

JFK air cargo operations have indirectly benefitted from an important transportation project
that was built to accommodate passengers, not freight. The construction of the JFK AirTrain
along the Van Wyck Expressway corridor, which was completed in 2002-2003, has provided
an important transit alternative for airline passengers and JFK employees who might
otherwise drive to the airport along this congested roadway. In addition, the project
included a number of improvements along the Van Wyck Corridor, including bridge
rehabilitation work and changes in merge sections and ramp taper lengths, that helped
improve traffic flow at choke points along the route.

For truck operators who are not familiar with New York City, it has been noted that
way-finding signs to the Airport and its surrounding environs from key entry points into the
City such as the George Washington Bridge and Verrazano Narrows Bridge are seriously
lacking. Insufficient signage for height restrictions and other truck size limitations were also

3 INRX National Traffic Scorecard, 2010 Annual Report: 100 Most Congested Corridors,
http://www.inrix.com/scorecard/Top100Corridors.asp

Some of the constraints at the Kew Gardens Interchange will be addressed through the ongoing
interchange improvement project that was started in late 2010 and is expected to be done in a
series of phases through 2015.
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identified as a problem along some of the secondary truck routes. This has been identified
as an operational constraint for trucks in a number of studies conducted in recent years in
the Region.

From an air cargo industry perspective, one fairly unique element of the Region is that the
origin/destination pairs for trucks moving air cargo to and from JFK tend to be so common
(e.g., New York to Philadelphia, New York to Chicago, etc.) that air cargo carriers and
third-party logistics firms contract with motor truck carriers for these hauls under a flat rate
system. This helps streamline the contracting process for trucking services in this region.

3.7.3 POLICYZINSTITUTIONAL

A number of studies in recent years have addressed the possibility of improving mobility
access for trucks across southern Brooklyn and Queens. The Linden Boulevard truck route
and a potential east-west roadway were discussed previously in the Infrastructure section,
but another partial solution to this impediment would be allowing smaller commercial
vehicles to use the Belt Parkway. NYCDOT has already implemented this type of
arrangement for three-axle trucks less than 12’-6” in height on the short segment of the
Grand Central Parkway between the Brooklyn-Queens Expressway and the RFK Bridge.
While a similar restriction on the Belt Parkway would have limited direct value for large
trucks hauling freight to and from JFK, this alternative route for smaller trucks traveling to
and from the west would likely free up some capacity on other congested routes that they
currently use. The use of High-Occupancy Vehicle (“HOV”) lanes by trucks during overnight
hours, and by small trucks during peak hours, has also been explored in a number of
studies.

Problems associated with recurring congestion along routes used by trucks traveling to and
from the area around JFK have been discussed previously in this document. For local
streets, this is an area where the competing needs of through traffic and local access is
magnified by the size of the vehicles using the routes to move freight. Many of these local
routes have peak-period parking restrictions aimed at improving traffic flow on these
corridors; serious enforcement is necessary to fully realize the benefit of these restrictions
as they relate to improving peak capacity.

Coordinated toll pricing management was identified as a policy issue in the NYMTC Regional
Freight Plan (2003) to help improve truck mobility and alleviate congestion. This does not
apply exclusively to air cargo, but it does have some implications for trucks moving freight
east of the Hudson River. High tolls and the use of single-directional tolling in the Region
result in less-than-ideal operating characteristics for both auto and truck traffic; this is
exacerbated by the substantially higher tolls paid by truck operators at many bridge and
tunnel crossings in New York City. These tolls provide a financial incentive for motorists and
trucks (where feasible) to use non-tolled bridge crossings, and the one-directional tolling
systems on the Port Authority bridge/tunnel crossings (NYC-bound direction) and the
Metropolitan Transportation Authority (“MTA’s”) Verrazano Narrows bridge (westbound
direction) encourage a “circular” movement of vehicular traffic between some
origin-destination points.

JFK trucking service and issues must be considered both within the broader NYC context
and then within the airport-specific framework. In recent years, the City has become known
as a “specialty” market for truck pick-ups and deliveries. This designation, according to the
discussions, is a result of the congestion, tolls, and regulations that have increased the time
and cost involved in freight movement within the five boroughs. Congestion results in
unpredictable travel times and reduces the number of revenue trips that a truck can make
within the federally-regulated hours of service. Further, the City is often considered a
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one-way revenue trip; it can be difficult to obtain revenue loads inbound and outbound.
Because of the real and perceived difficulties in serving the City, many drivers are reluctant
to make the trip. As a result, a smaller number of trucking firms serve the City and can
charge higher rates for the service. This has placed the regional air cargo industry at a
disadvantage as compared to an airport like O’Hare International Airport (“ORD)”) which
has the lowest trucking rates in the industry. Because of the time delays and additional
costs associated with serving JFK, many trucking firms charge a “JFK access fee.”

However, JFK also offers a unique opportunity for truckers serving the City — cargo at the
airport is a revenue outbound movement: this means that trucks can be filled in both
directions, which is rare. Accordingly, some companies will arrange to drop off cargo
elsewhere in the City before going to the airport to pick up return loads.

3.8 RELATIONSHIP TO NEWARK AND STEWART AIRPORTS

Several carriers referenced Newark Liberty International Airport (“EWR”) but with limited
interest. A decade’s decline in tonnage has alleviated some of the pressure for carriers to
consider moving operations from JFK where — in spite of its challenges and costs — the air
cargo industry will still find all-important airside connectivity unmatched in the region.
Justification for an all-cargo (or cargo-intensive) alternative such as Stewart International
Airport (“SWF”) is further mitigated by the relatively light interest in EWR as a superior
alternative to JFK. Carriers recognize that EWR offers some operating advantages
compared with JFK (chief among those are the absence of a Hudson River Crossing and
virtually immediate access to the National Highway system). However, carriers suggest it is
basically the region’s integrator airport where FedEx can sustain itself due to its internally
generated volumes and resources but is an inferior option for carriers and forwarders that
have any interest in operating synergies with other operators. Essentially the ability to
connect with a diverse range of other carriers is more limited at EWR.

Beyond FedEx, EWR’s cargo operations are driven by large niche demands such as
New Jersey’s pharmaceuticals industry, as well as by belly capacity from carriers such as
TAP Portugal that do not serve JFK. Notably, some major forwarders that once operated
twin facilities at both EWR and JFK have relegated the former to offices while concentrating
their regional warehouse operations in proximity to JFK.

SWF has always been problematic for cargo because the regional market it serves cannot
generate volume on a sustained basis sufficient to achieve desirable pricing economies.
The use of SWF is also complicated by the absence of forwarders, the distance from the
City, and the inability to interline cargo with other carriers.

Operators suggested future decisions are less likely to be between JFK and another
New York-area alternative and more likely to be between the City and another regional
gateway, such as Philadelphia. Multiple operators reported having diverted cargo (but not
specific flight operations) from JFK to PHL for shippers that fall geographically into
New York’s airport system market. Carriers and forwarders agreed that unique demand
drivers such as Wall Street and its requirements for time-sensitive business documents
would likely always require a presence in the market (even if only for belly-rich passenger
carriers) but that international freighter operators no longer consider New York an inherent
first option — they cite AirBridge Cargo’s recently initiated U.S. service at Chicago and other
carriers previously abandoning New York for alternate established gateways and other
smaller airports such as PHL, Washington Dulles International Airport (“IAD”), and Toronto
Pearson International Airport (“YYZ").
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3.9 AIRPORT COSTS AND REGIONAL COSTS

Carriers identified JFK as the most expensive airport in their U.S. systems. While conceding
that many costs of doing business in the market are beyond the influence of the
Port Authority, carriers noted that costs have ballooned so that interest in cost-control
seems to have been wholly lost. Carriers acknowledged that market benefits of serving
New York still compel their presence but that cost-benefit margin has been closing since at
least the 1990'’s.

Some costs — such as the requirement that developers absorb demolition costs before
beginning new development or that the tenants forward 10 percent of their revenues for
any subtenant leases — are covered in other elements of this narrative.
While understanding the Port Authority’s need to generate revenues, cargo operators
perceived that some charges seem excessive and undercut the Port’s own long-term
financial well-being by increasing the cost burden on tenants already struggling.
Tenants also noted that the layering of fees charged by the Port Authority imposes a
disincentive to being on-airport versus locating near but off-airport.

In the face of this, there is a strong desire among forwarders and customs brokers to locate
on-airport provided the rental structure is not prohibitive. The cost per square foot to lease
property on JFK is the highest in the country. As a result, third-party builders must impose
high rents to cover their costs, making vertical rents in many cases prohibitive. This, in
combination with the short lease terms, makes it extremely difficult for third party
development.

Cargo operators noted that background checks and badging of employees impose costs of
business that seem superfluous. While not contesting the safety and security objectives
that make background checks and badges necessary, operators suggest that the latter
provides a perfect example of how inefficient processes impose costs. Tenants not only
absorb the cost of the actual badging but routinely must pay employees for three to four
hours of labor while waiting at the badging stations. The ability to book appointments for
badging would accomplish the same function without costing employers hours of labor each
time an employee requires a new badge.

3.10 EASE OF DOING BUSINESS

There is a general perception in the regional industry that the Port Authority is
non-responsive to cargo issues. Respondents indicated a lack of new facility development,
decaying older facilities, and overall appearance and aesthetics. In a number of instances,
this outreach effort was cited as an example of “what is wrong” — lots of surveys and
nothing produced as a result. “Lip service” was a frequently used phrase.
Several respondents indicated that the City had no understanding of air cargo and the
benefits it brings to a regional economy. The new impound lot on Rockaway Boulevard was
cited as a clear example of the City’s lack of appreciation for air cargo and as a clearly lost
opportunity to integrate on- and off-airport cargo activity, or bring in functions that could
grow the market through new products or enhanced amenities such as a truck service
center.

Respondents also indicated that administrative delays for all functions can be severe.
Several developers indicated substantial losses because of canceled development solicitation
processes, and excessive delays in negotiating leases and amendments. Indications are
that this is due in some measure to the split in responsibilities for contracts and leases
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among financial, legal, and properties staff. While confidentiality precludes investigation of
the statements, historical perspective supports the fact that the lease negotiations and the
documents themselves can be cumbersome.

3.11 STATE, CITY, AND FEDERAL CONSIDERATIONS

The Port Authority was created in 1921 under a Federal Charter to function as a bi-state
agency charged with responsibility for major regional transportation operations that
typically transcended or connected the borders of New York and New Jersey. To manage
the agency, governors from both states appoint six commissioners to overlapping terms.
The intent was to eliminate the possibility of a single state bias affecting the evolution of
regional long-term transportation strategy and development. Over its existence, the
Port Authority has become one of the few public agencies and airport authorities with the
legislated authority to cross subsidize transportation projects and in essence remove
aviation revenues from the airports. This entitlement enabled the Port Authority to use
revenues from its other facilities to subsidize infrastructure and facility development at the
airports. Subsequently some aviation revenues were diverted back to cover investment in
less than profitable transportation facilities. This ability to shift revenues to serve the public
good had several major results:

1. It masked the profitability (or lack thereof) of transportation operations and created
for the public the impression of a “richer” Port Authority.

2. It covered a number of the financial challenges faced by the aviation department and
JFK in particular when the economy weakened.

3. It also minimized the involvement of New York State in financial participation and
support for commercial aviation projects.

In 2004, as the current Transportation plan was beginning to take place, the New York
State Transportation Federation was created to address the State’s long-term transportation
needs. The Port Authority, despite its range of responsibilities, was not included. This lack
of focus on commercial aviation is reflected in the New York State Transportation Plan which
has approximately as much language dedicated to bicycle paths as it does to Port Authority
facilities. The only defined initiative that impacts JFK was to work with New York City on
addressing the issue of enabling 53-foot tractor trailers to operate. The failure to advance
this issue was the only critique from stakeholders that reflects on the State, which from an
air cargo operator’s perspective is essentially uninvolved.

New York City holds the Master Lease for JFK, and surrounds the Airport geographically.
The area around JFK accommodates substantial properties dedicated to air cargo and
related logistics operations. Nevertheless, the City has no governance responsibilities
because of the Port Authority’s status as a bi-state agency. (The City does work closely
with the Port Authority, on fire, police, and public safety issues, but these are in a much
broader context and not a part of this analysis). As a result, municipal transportation
planning has virtually no discussion of airport-related initiatives. The only focused initiative
is to address the same issue as the NYS DOT — the use of 53-foot tractor trailers.
Stakeholders again refer to the 53-foot issue as an issue generated by the City, but they
also indicate a feeling that there is tension between the City and the Port Authority, which
limits their willingness to cooperate. There is also a perception that the City has very
limited understanding of aviation and airport issues and looks at JFK solely as a revenue
source.
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It is interesting to note that in the transportation plans for both the City and the State,

there is one common initiative — addressing access issues for 53-foot tractor trailers — and

as reflected by the outreach responses — there has been no progress.

The primary contact with the air cargo community is at the federal level. U.S. Customs and
Border Protection (“CBP”) have two primary roles in the movement of air cargo — facilitation
and interdiction. There were no indications of issues with the operation at JFK. From their
perspective, CBP indicated that there are currently no major operating problems at JFK.
Under the new federal structure, the clearing agencies including Department of Agriculture
have been incorporated under CBP. This has given CBP greater flexibility with staffing
through cross-training and eased coverage concerns that existed throughout the late
1990’s. Despite the decreased cargo activity at JFK, staffing has remained relatively stable.

Belly cargo (about 50 percent of JFK’s total volumes) is typically screened at the cargo
warehouse. The CBP office is staffed eighteen hours per day seven days a week, with
additional on-call capacity during the off hours between midnight and 6:00 a.m. for
clearance. Interdiction is full-time — all the time. This arrangement appears to be working
well with no problems indicated with clearance processes by any carrier. CBP appears both
knowledgeable on, and responsive to cargo related issues, and indicated strong interest in
participating in future planning efforts to ensure their ability to plan appropriate staff usage
to meet the Airport’s needs.

CBP raised several points as information and for future planning consideration.

= Consolidating as much of the international carrier activity in a single area would
reduce their on-airport travel time and expedite inspection and clearance.

= Providing an Examination Area in the cargo facilities with an adjacent staging area
could substantially reduce delays and operating challenges. The area would be
approximately 500 to 1,000 square feet with a small office and a protected (from
weather exposure) area for goods examination. Most facilities do not have a formal
designated area for CBP inspection.

= JFK is one of the most advanced airports in North America for automated Customs
clearance and virtually all industry partners participate. Nevertheless, there is some
concern that because of turnover there is a loss of expertise among ground handlers
and carriers. CBP is working with Kennedy Airport Airlines Management Council
(“KAAMCO™) and the Brokers Association to introduce training to address this.

= One of the emerging issues is the introduction of radiation screening portals for
inbound cargo. Concentration of international carriers in a single location would
facilitate the location of these portals and potentially reduce the total number
required (and the associated costs). CBP is coordinating with Port Authority Police
on this but the locations of the portals should be considered in future layout plans.

= Lastly, there are issues with Customs’ current facility which was built in 1992.
Based on federal guidelines it is non-compliant with security requirements
(promulgated post September 11, 2001) for what the General Services
Administration (“GSA”) categorizes as a Level 4 building. In the event the facility
cannot be satisfactorily retrofitted, it may be necessary to develop a new building for
the CBP operation. Customs would prefer that this facility be co-located with the
majority of their customers.
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The Transportation Security Administration (“TSA”) is considered a matter of concern by the
shipping community. Difficulties in communication, delays in processing and short staffing,

were all raised as issues. These, however, are not unique to JFK. The 100 percent
screening of belly cargo has progressed without major problems, but a substantial portion of

JFK’s cargo flow is in freighters, which reduces some of the demand. A bigger and still
unaddressed issue is inbound belly freight from a point of origin where security screening is

not considered to meet TSA standards.

As a gateway airport JFK could be in the middle of a substantial number of problematic
shipments if the issues cannot be resolved. The TSA has extended the deadline indefinitely
for imposition of this requirement.

3.12 ECONOMIC DEVELOPMENT CONSIDERATIONS

Because of the economic downturn there was greater interest than would be anticipated in
job development and economic recovery. Effective economic development, according to
some of the interviewees, builds on the existing strengths of the City and improves those
characteristics most needed to attract additional businesses to the area. The comments
received were in three areas:

= Expectations for economic development that could accrue to the region as a
result of expanding air cargo operations at JFK. Growth in JFK cargo activity
could generate jobs in third party logistics, air cargo, trucking, and distribution
center activity in the region. It was noted that the number of third party logistics
providers (including freight forwarders, consolidators, and customs house brokers) is
substantial and increased cargo would mean more job opportunities.

= Economic development initiatives by the City that could support
international air cargo development at JFK. The economic development
activities most related to cargo development at JFK should include efforts to publicize
JFK as an international hub that is a safe, secure, and cost effective place to do
business. An additional consideration is the pursuit at JFK of the development of a
Center for Excellence and Innovation for air cargo logistics. A last theme was the
creation of a comprehensive Port Authority / City strategy to grow direct and indirect
international air cargo.

= The need to have economic development agencies also focus on the
retention, expansion and attraction of new manufacturing and production
operations to the region that would use air cargo services at JFK. There is a
strong belief that two things will help recapture/grow the region’s air cargo business.
The first is reduced costs for doing business at JFK — this is largely a Port Authority
function. The second is more a City issue. The belief is that most economic
development efforts are geared towards attracting office and service functions,
rather than manufacturing or production facilities which typically are more likely to
require air cargo services from the local airport. These functions might include such
operations as critical parts manufacturing, medical kitting, electronics repair, etc.
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3.13 CRITICAL ISSUES AND CONCERNS

The NYCEDC also conducted a survey that requested respondents to rate areas of concerns
about their current and future ability to manage their cargo operations at JFK and provide
additional comments as appropriate. The results confirmed the feedback received from the
community generally and are discussed below. The issues in the survey were presented in
a matrix and respondents were asked to rate each item. The issues are listed below as they
were in the survey. Users were asked to rate the following areas as “Very Weak, Weak,
Strong, and Very Strong.”

= Quality of warehouse space
= Quality of office space

= Quality of GSE space

= Condition of aircraft ramp

= Availability of Parking

= Availability of truck bays

= Condition of airport roads

= Municipal services

= Other
The Issues
The number of responses was fairly limited (31) but confirmed the independent outreach
efforts of the Consulting Team. Emerging as areas of major concern were:

1. The cost of doing business at the Airport and in the City

2. Access and maneuverability for trucks - on- and off-airport

3. Dated or sub-standard cargo facilities
Most respondents indicated that airport access, airport roads, and truck queuing were also
critical issues directly impacting existing operations. (Through personal observation, the
Team confirmed substantial queuing and access issues at these sites). Of significant import
was the indication that 25 percent of the respondents plan to expand their facilities in the
next five years (space permitting), and 16 percent expressed an interest in relocating to an

on-airport location. These and other issues are discussed at length in the Critical Issues
Chapter.
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CHAPTER 4
ISSUES IDENTIFICATION AND ANALYSIS

The preceding Chapters have developed a perspective of John F. Kennedy International
Airport (*JFK” or “the Airport”) and the surrounding Region as seen through the eyes of the
air cargo industry and the regional stakeholders. Those observations and inputs have been
supplemented by the experience and analyses of the Team in order to identify, evaluate,
and address the critical issues, and challenges facing New York City (“NYC” or “the City”)
and the Airport in meeting their goals for growth.

Currently the Airport and the Region are experiencing declines in:
= Cargo market share and tonnage
= Airport revenues
= Cargo-related jobs

= Off-airport tax base

The initiatives that are recommended for implementation must address the critical issues
contributing to the deterioration of the regional market. For purposes of this document a
critical issue is defined as a business practice or policy, physical condition, operating
environment, or perception that could or might impact the ability of the Airport or the
Region to provide an optimum environment for air logistics. Many of the concerns that the
Airport must address are not unique to JFK but rather reflect evolving industry dynamics
associated with mature gateways. Others are very specific to JFK and the Region so
comparisons elsewhere in the industry may not be appropriate.

4.1 THE CRITICAL ISSUES

The concerns that have been identified are both airport—specific and farther reaching into
the broader City area. There are two major considerations that the critical issues point to
that must be addressed. The first is ensuring that the Airport provides modern services and
facilities from which to conduct business. The second is optimizing access to the Airport to
further reduce the cost and time of shipping. After reviewing the issues, and concerns
raised by the different constituencies, and the analysis of the Strengths, Weaknesses,
Opportunities and Threats (“SWOT"”), the following issues have been identified as most
critical to the future growth and success of the regional air cargo operations at JFK:

1. The future impacts of the potential runway alternatives and land requirements of
aviation support elements, and the need for a conceptual development plan that
allows for phased, fiscally prudent development of modern, cost-effective air cargo
facilities.

2. Trucking access issues to include permitting of 53-foot tractor-trailers on the Van
Wyck Expressway and connectivity between on- and off-airport cargo facilities.

3. A cost reduction program for tenants, and users of on- and off-airport facilities that
includes rates and charges that balance risk and reward for potential partners.
The financial package should include a comprehensive City and Port Authority
incentive package focused on air cargo that is consistent with FAA guidelines.

4. Competitive and modern leasing policies and practices to further encourage private
partnerships and third-party development of on-airport cargo facilities.
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5. Infrastructure financing strategies for off-airport facilities.

6. An aggressive rebranding and marketing campaign for the Airport and Region’s air
cargo facilities, and services that stresses both new initiatives and physical planning.

4.2 ISSUES IDENTIFICATION

The issues that are listed above have been identified through a series of interviews and
meetings, review of historical information and secondary source documents, and the Team’s
years of experience in the industry. The primary segments whose input was considered
include:

» Stakeholders
» The Client
» Industry Experts

That information and the analyses completed in the planning effort produced the SWOT
analysis that follows. These results will also form the basis of the recommendations and
implementation plan.

4.2.1 STAKEHOLDER PERSPECTIVE

1. The cost of doing business at the Airport and in the City. While historically New York
has been considered an expensive place to do business, the costs at JFK are higher
than virtually all other airports that handle large volumes of air cargo. In a
comparative cost analysis conducted several years ago, that included costs other
than leasing; JFK was 20 percent higher than Hartsfield-Jackson Atlanta International
Airport (“ATL™), and 40 percent higher than Chicago O’Hare International Airport
(“ORD”), Miami International Airport (“MIA”), and Los Angeles International Airport
(“LAX™). Of potentially greater concern, is that (as substantiated by discussions with
tenants and users) many parties believe that costs are high in relation to the quality
of air cargo services provided, i.e. that the net value is low.

2. Leasing and property costs at the Airport. The ground rents for property at JFK are
among the highest in the industry. The problem is exacerbated by competing
gateways with ground rents (on older leases) of less than $0.25 per square foot and
medium-sized airports where ground rents are sometimes waived. The Port
Authority is perceived to have shorter lease terms and more complex documents
than other airports. Most comments in this area indicated that it was difficult to
negotiate lease and development terms which recognize the new business
environment, and balance risk and reward.

3. Access and maneuverability for trucks on- and off-airport. The Van Wyck
Expressway is often mentioned in discussions of access. However, the operators
believe that the difficulties of accessing and maneuvering around the off-airport
facilities in Springfield Gardens, and many on-airport leaseholds are more serious.
The regional cargo operations are the most mature in the industry. There has been
substantial growth and development both regionally and on the Airport. The older
facilities cannot accommodate modern trucks. The City restricts the use of 53-foot
tractor-trailers in most areas. This, the primary vehicle for long-haul cargo
movements, is critical to most gateway airports. Both New York State and New York
City have indicated plans to address this constraint. To date, no strategies for going
forward have been identified despite the fact that such vehicles are often used by the
industry to access JFK.
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4. Trucking firms face unique costs when serving JFK. Tolls, special access fees, the
length of time to make deliveries and pickups all contribute. Virtually all trucks
serving the airport from locations outside of the City must pay tolls to use the
roadways. These tolls have all been increased in recent years. In addition, trucking
firms incur costs associated with congestion which reduces the number of revenue
trips that they can make; are ticketed for blocking streets, incur waiting times at JFK
air cargo facilities that similarly increase costs; often need to have drivers and staff
who have taken Department of Homeland Security (“DHS”) tests and been placed on
special lists which identify those authorized to transport certain materials; and must
find drivers willing to serve the City market place.

5. Dated and sub-standard cargo facilities on-airport. The Port Authority categorizes
approximately 6,100,000 square feet of buildings as cargo facilities. By its own
definitions (supported by this analysis), 3.8 million square feet or 63 percent do not
meet current industry standards. The unused and vacant facilities create a
problematic environment for marketing and new business development.
Some ostensibly “viable” facilities are poorly configured to support current air cargo
needs.

6. The Tenant Alteration Process. The issue of tenants making routine improvements to
facilities, or in some way modifying their configuration, has been a long-standing
issue at JFK. This is due in large measure to the multi-tenant nature of many
buildings, and is complicated by the age of some buildings. Obviously, some
“alterations” are more substantial than others and require a more extensive review.
The issues are the time it takes to get appropriate reviews and approvals in place,
and the relative level of complexity of the approval process — i.e. should relocating
an outlet require the same level of scrutiny as moving a wall?

7. Multiple locations on-airport for cargo facilities. Respondents with multiple pickups
or deliveries expressed concern about how the cargo facilities are spread over four
zones and the resulting time it can take for inter-facility transfers. This, however, is
a two-edged sword. A number of stakeholders expressed concern that concentrating
too much cargo in a single zone could impede trucking activity. A 2011 Airports
Council International-North America (“ACI-NA”) survey indicated that there are no
domestic gateways in which cargo is concentrated in a single area.
Connectivity between cargo zones, therefore, begins to emerge as a potential issue.
Elimination of Zone A for cargo would eliminate some of this concern.

8. Historical resistance to freight forwarders locating on the Airport. There is
substantial interest among freight forwarders and customs brokers for on-airport
facilities. They would benefit from tighter security, better trucking operations,
proximity to their customers and some marketing benefits. Building 80 had held
many such tenants before they were displaced because of the building’s age and
condition. Ironically it was the age and configuration of the building that precluded
its use for other purposes. The poor condition resulted in attractively low rents for
tenants who could not otherwise afford to be there.

9. An issue yet to be defined, but critical to future cargo operations at JFK, is the
potential addition of a new runway and supporting infrastructure. While: a) the
actual need, b) the timing, and c) the preferred option are still undetermined, a
number of alternatives are being examined. Currently, of the twelve options that
have been identified to date, there are five that could impact the capacity of land
available for cargo operations. Physical planning, therefore, must also weigh the
business implications of this operating requirement in terms of development, leasing,
and future revenues.
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4.2.2 THE CLIENT PERSPECTIVE

The Client Perspective is unique in that it comes from two separate sources, the
Port Authority and the Economic Development Corporation. These organizations have
somewhat different concerns but a common goal — to restore vitality to the JFK cargo
operation to maximize the regional economic benefits.

1. ldentify and address the loss of air cargo from JFK. Evolving industry trends and the
recent economic downturns have diverted cargo from JFK. The loss at this airport
has been greater, and the recovery slower and weaker than at other gateways.
JFK has experienced declining volumes and traffic shares on most routes. Arresting
and reversing this trend is the most important issue facing air cargo at JFK.

2. The restriction on 53-foot tractor-trailers on the Van Wyck Expressway.
The difference in capacity between a 53-foot trailer and the permitted 48-foot trailer
is the ability to carry an additional cargo pallet. This represents a 25 percent
difference in the amount of cargo volumes delivered to the Airport and its environs
by the vehicle. However the cost of the driver, fuel, and tolls is virtually the same
for the trucker/shipper.

3. Any loss of air cargo could adversely impact the profitability of passenger flights.
Gross passenger seat capacity, frequencies, the range of nonstop destinations,
domestic-international connecting traffic, and the number and diversity of airlines
serving JFK could suffer.

4. The loss of cargo from JFK has had an adverse impact on the regional job market.
While there is a correlation between jobs and cargo activity, it is not clear if truck
substitution for air cargo shifted the job base or, if it diminished proportionate to the
loss of air cargo tonnage.

5. The condition of the on-airport cargo facilities. It is recognized that the
Port Authority is exploring new development options. (NOTE: The clients believe a
development plan should be in place that will foster strategic as opposed to
incremental growth.)

6. Controlling costs of replacement facilities. Acknowledging that new facilities must be
built, it will be important to implement leasing policies that enable the development
of facilities at costs that the market can sustain. Part of the challenge will be
maintaining levels of service within a new cost structure.

7. Access to the Airport. The off-airport cargo community needs effective connectivity
to the JFK Cargo Zones. The goals of this analytical effort include increased leasing
revenues for the City and attracting new businesses and jobs to the Region.
The more immediate concerns on access are reduced time to the carrier facility and
reduced traffic on the access roads.

8. Enhancement of Airport Revenues. Airports have an FAA obligation to be financially
self-sustaining. For JFK, given the age of its infrastructure and facilities, this
mandate is challenging. It must bear accelerating maintenance costs in old and
inefficient buildings and the need to develop modern facilities.

9. Cargo village development and impacts. The issue is whether sufficient capacity
exists on-airport to incorporate the development of a “cargo village” that will
accommodate supporting and ancillary businesses and services into a working
community. A corollary to this is the ability to identify adaptive reuse of off-airport
facilities/properties that could become available through a focused relocation effort in
creating the cargo village.
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10. Incentives. The challenge is to identify incentives beyond those that are normally
provided by the City and New York State that could be used to retain and attract
air cargo business to the Airport.

11. The role of the Port Authority and other entities in marketing JFK to incumbent and
prospective airlines. There is a lack of joint marketing for air cargo in the region
between the Port Authority and the City. An integrated program incorporating
private partners exists at a number of domestic airports.

12. A significant challenge will be the identification of funding for significant
infrastructure investment in common taxiways and power/utilities to support parcel
development, and off-airport modifications. The monies must be allocated such
that they do not overburden development partners.

4.2.3 INDUSTRY ISSUES

The issues of the industry at large are similar to those expressed by the regional
constituencies and the Client. However, several perceptions about the City and JFK must be
addressed.

1. Cost of doing business. JFK is considered the highest cost airport for cargo
operations in the U.S. The combination of labor costs, regional toll roads, JFK rates
and charges, taxes, and property costs are considered disincentives for doing
business in the Region.

2. Constrained Access. Located on an island, JFK is unusually positioned to be a
gateway airport. There are physical and regulatory concerns regarding cargo access
to the Airport from points west, largely limited to the Van Wyck Expressway. This is
because of the levels of traffic during peak periods and the restriction on 53-foot
trucks. As a result, businesses, where possible, have adjusted delivery and pickup
times to off peak periods to avoid congestion. A larger concern is the restriction on
53-foot trucks (discussed above).

3. Port Authority Business Policy and Practice. Elements of Port Authority negotiating
positions are not perceived as balancing risk and reward. Part of the issue is a
perceived lack of transparency in the fee structures. A second element is the
risk-avoidance negotiating positions that tend to limit flexibility. Other elements that
were raised include the issue of residual value, payments due on ground leases
several years before a building is ready to lease, competition from existing facilities,
and the length of the lease.

4. Security and Theft. The government’s focus on Security is on anti-terrorism.
The aviation industry itself is just as concerned with anti-theft. There is a
widespread misperception that theft is an issue at JFK. There are no indications from
the Port Authority or from regional stakeholders that this is the case. The opposite is
true as off-airport businesses are interested in on-airport locations which they
believe is both safer and more secure. Nevertheless, security and theft should be
addressed in marketing material.
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4.3 STRENGTHS, WEAKNESSES, OPPORTUNITIES, AND THREATS
(**SWOT”)

This effort has produced a plan to enhance the City’s and the Airport’s leadership in the
global air cargo market. Its components include the physical planning, business, and
marketing issues that are key drivers of the Region’s performance in the industry.
A rigorous and effective method of summarizing issues is the development of a SWOT
analysis. This section addresses Physical Planning, Business and Finance, and Marketing
elements.

4.3.1 PHYSICAL PLANNING

Strengths

= The aeronautical infrastructure of JFK can support any aircraft operating and can
enable carriers to serve any geographic region.

= Immediate roadway access from Springfield Gardens and Nassau County to the
Airport is acceptable.

= Currently, there is existing physical capacity to accommodate long-term cargo
growth.

= Ability of the aeronautical infrastructure to accommodate Code F aircraft.

Weaknesses

= Most existing cargo facilities at JFK were desighed and built years ago for different
types of operations and are considered non-viable for modern tenants.

= Much of the internal facility access was planned for smaller trucks and cannot
effectively serve the larger vehicles used today.

= Truck access from points west is costly and largely restricted to the Van Wyck
Expressway — a historically congested roadway.

= There is no defined strategy for enabling access for 53-foot tractor trailers.

= Abandoned and aging facilities convey poor aesthetics and a negative business
image.

= The split of cargo over four areas and 30 facilities complicates routing and
way-finding.

= Connectivity between Cargo Zone A and other zones is limited by the Van Wyck
Expressway which passes between them.

= Cargo Zone C is constrained by Runway Protection Zone (“RPZ”) requirements.

= There are no on-airport facilities suitable for freight forwarders, customs brokers,
and other supporting elements of the air cargo industry.

= The Airport is located on an island which restricts access and adds costs.

= Jamaica Bay and associated wetlands restrict surface access and pose environmental
constraints.

= Space around the Airport is built-up and constrained.

= Much of the off-airport facilities and local roads are ill-suited for modern cargo
operations.
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Opportunities

= The vacant facilities on-airport and the underutilized capacity could provide staging
that will facilitate a strategic redevelopment of the cargo infrastructure.

= The potential capacity could accommodate the creation of an on-airport cargo village
for freight forwarders and customs brokers.

= Mechanisms exist for creating and marketing a “cargo village” that builds on existing
businesses in the area.

= Relocation of smaller off-airport supporting businesses to the cargo village could
enable the City to redevelop portions of the area to accommodate new businesses
that could enlarge the regional shipping base.

= The momentum behind increasing cargo operations could generate support for
modifying the legal restrictions on 53-foot tractor trailers in the City.

= Aircraft ramps are under-utilized at many facilities which are vacant or have a tenant
base that no longer includes carriers that fly freighters.

Threats

= If other cargo zones cannot be developed, a strategic decision to discontinue the use
of Zone A for cargo would dramatically reduce on-airport capacity to accommodate
future growth.

= The construction of a new runway could have a substantial impact of future cargo
capacity.

= A new runway could require an RPZ that would have an adverse impact on off-airport
buildings to include their demolition. This could force tenants to relocate outside the
City, or in a worst-case scenario, outside the Region and utilize another airport for
their cargo operations. These runway alternatives are currently under consideration
as part of another study.

» The expansion of cargo screening requirements could require additional capacity in
existing cargo facilities.

*» Increasing traffic growth will impact truck access from points west potentially
constrain future demand.

4.3.2 BUSINESS AND FINANCE

Strengths
= The existing cargo operations, that include ground and building rentals, would create
substantial revenues for the Port Authority and for the City.
Weaknesses

= The Airport fee structure is considered to be among the highest in the industry, and
affects interest for new entrants and expansion for existing tenants. Comparisons to
other gateways confirm this.

= The lack of a tiered pricing structure limits the potential cargo tenant market (freight
forwarders, customs brokers) and the potential revenue stream to the Airport.

= The typical 25-year length of the JFK leases, historically used for cargo development
projects, makes it difficult for third parties to amortize investment without requiring
high rents from tenants.
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= The negotiation of new leases (or virtually any business agreement) with the
Port Authority is considered long and arduous by the industry.

= The toll structure on the bridges and tunnels, necessary to access JFK, add additional
costs to trucking.

= The general City traffic and restrictions on 53-foot trucks have led numerous trucking
companies to add trucking access fees for trips to JFK.
Opportunities

= The physical redevelopment of the zones would enable the implementation of a
tiered pricing structure.

= A comprehensive redevelopment plan could be linked to market triggers and a new
approach to development leasing policies.

= A redefined physical infrastructure with fewer facilities could reduce the workload for
Port Authority Aviation, Legal, and Financial staff.

= Consolidated and modern development would reduce operating and maintenance
staff costs.

= Modifications to the ownership/management models could reduce the areas, for
which Port Authority maintenance and operations staff are responsible.

= Modified rental structures would increase demand for on-airport property.
= The expiration of a large number of leases in 2015 can facilitate phasing of new
construction.
Threats

» Future development may require modifications to the Master Lease. Failure by the
City and the Port Authority to address partnership options may result in lost business
and revenue.

* A new runway could have severe impacts on the availability of revenue-generating
land on-airport.

» Managing current tenants and maintaining levels of service while phasing in new
development could be a challenge. Failure to develop a timely implementation plan
would delay development.

*» Proposed modifications to the existing land use may require FAA review.
4.3.3 MARKETING

Strengths

= The Gateway stature of JFK and all related legacy benefits is an attraction to the
industry.

= The diversity of markets served and the number of airlines serving the Airport create
strong consolidation opportunities and shipping synergies.

= The location in the City, with its large consuming base, is attractive for imports.

= The strength of the origin and destination passenger market creates belly cargo
opportunity.
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= From an air service perspective, JFK has a good location in the Northeast to
accommodate U.S.-Europe flights and serve all of U.S. as hinterland.

= The scale of operations and network connectivity retain and attract allied services
and regulatory agencies, which are difficult to replicate at would-be alternative
gateways.

Weaknesses
= The location in the City carries a perception of congestion and high costs.
= There is a perceived lack of City support for the Port Authority by the industry.

= There is an absence of regional manufacturing and assembly which could generate
additional air cargo.

= There is a perception of crime at the Airport and in the Region.

= The appearance of the cargo areas creates challenges for marketing site visits.
= Many cargo facilities are obsolete and ill-suited to modern operations.

= The industry has concern over fee structures at JFK.

= The Port Authority has a reputation for difficult lease negotiations.

= There is a lack of hub carrier/alliance committed to the Airport as its primary
gateway. (Delta is very large at JFK, but its services are still focused on Atlanta.)

» JFK has a relatively distant location on the U.S. landmass and limited hinterland for
services to Asia and Latin America.
Opportunities
= There are new development options for state-of-the art cargo facilities.

» The City and the Port Authority are working to create a new and stronger
partnership.

= There is enhanced focus on the need to deal with 53-foot tractor trailers.

= A simplified business structure and lease documents can attract more private
development.

» The growth of Aircraft, Crew, Maintenance, and Insurance (“ACMI”) operators
creates potential new markets.

= There are emerging and growing global markets to include Africa, South America,
the Middle East, and Central Europe.

» The introduction of the 787 and A350, allowing nonstop flights on ultra-long, low
density routes could extend JFK opportunities to long-range markets.

» The addition of new services such as cargo screening, tracking, etc. can create cost
savings for potential new entrants.

» Potential depreciation of the dollar could stimulate outbound traffic and yields.

= Development of on-site and off-airport air-dependent businesses e.g.: cut flowers,
diamonds, seafood, etc. could create new markets.

= Increasing local production and processing could help trucking firms optimize their
capacity.

= The diverse regional population base provides global links for international trade and
commerce.
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Threats

= Competitors will continue anti-JFK marketing.
= Liberalization of the market creates new opportunities for competitors.

= Further development of interior gateways, with seamless domestic-international
connections could pull regional traffic away from the City.

= Airline mergers and changes to alliances may strengthen other gateways.
= Escalating fuel costs may be particularly detrimental to pure freighter services.

= Recession in Europe — the traditional stronghold of JFK — could weaken the air cargo
market by creating a shift to ocean borne cargo.

= Continued fragmentation of the belly cargo market may pull more traffic from JFK.

= The introduction of the 787 and A350, would allow nonstop flights to by-pass New
York.

= Maturation of the North Atlantic Routes could constrain growth.

» Changes in airline-forwarder relationships may encourage greater use of
non-gateway flight capacity.

= Delays in implementing changes to business policies could create disincentives for
new development.

» Failure to modify infrastructure and facilities could drive tenants and users out to
more economical airports.

= A lack of a proactive partnership between the City and the Port Authority could result
in lost opportunities.

= A failure to modify trucking restrictions will continue to constrain growth and deter
traffic.

= An anomalous occurrence such as terrorism, or natural disaster or a seminal shift in
the industry because of an issue such as fuel cost escalation could foster modal
shifts.

4.4 TARGETED THROUGHPUT METRICS

As discussed in Chapter 6, there are a wide variety of variables that impact throughput at
an airport. For JFK the throughput calculation, which is the annual tonnage handled,
divided by the available warehouse square footage, is very low. This is due in part to the
amount of non-useable square footage, falling cargo volumes, and unreported cargo that is
moving on trucks. A consideration related to falling cargo volumes and throughput, is that
some carriers have made strategic decisions to change their business models and avoid JFK
but despite route changes are still locked into long-term leases for more space than they
need. JFK has historically been considered an unconstrained airport for cargo development.
This enabled the industry and the Port Authority to develop cargo facilities over six decades
in a relatively flexible fashion. Current regional system capacity planning scenarios include
the potential for new runway additions to JFK. As of May 2012, there are a number of
options that are emerging for the runways. The runway alternatives in combination with
the planned reduction of cargo activity will require that future planning for cargo consider
the facility to be land-constrained at JFK.
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Recent throughput planning for traditional (one-story) cargo facilities in Dubai, Abu Dhabi,
and Mumbai consider building automation, more sophisticated Customs clearance
(since most of the cargo is international), and centralized cargo handling as major elements
in determining building efficiency. As discussed later in this document, efficiency is best
calculated by examining the way cargo arrives at the airport — by belly or freighter — and if
it is domestic or international. In some instances recommendations have been made to
negotiate throughput targets into airline operating agreements, but no airports, to the
Team’s knowledge, have taken efficiency management to this level. Modern planning is
built around the forecast tonnage and the capacity of the physical envelope and the facilities
to meet the demand in a cost efficient manner.

In Dubai and Abu Dhabi, the unique transfer operations that are the core of their business
require a throughput in some facilities of six tons per square foot (“tpsf”). Their more
traditional operations are targeted for 1.5 tpsf. Because of the recent downturns in air
cargo, virtually every major gateway in North America is operating below capacity.
More mature U.S. gateway airports which have historically been targeted for a one-to-one
ratio are below this generic target. MIA and LAX operate at approximately .7 tpsf, while
ATL is approximately .4 tpsf. JFK, figuring only viable buildings into the calculation, is about
.55 tpsf. It is important to note that these numbers (with the exception of MIA that has
been sustained by the Latin cargo market) are substantially lower than they were in 2005,
and JFK’s volumes are about the same as they were in 1990. The future physical plan for
JFK would be structured to meet the forecast tonnage requirements and any unique
operating needs of the carriers. The key element is to design the plan that would enable
the Port Authority to introduce new facilities with direct links to market triggers. This is
essential to optimize the cost-benefit of new cargo facilities and infrastructure.

4.5 PERFORMANCE MEASURES

4.5.1 GOALS

At a business level, the Airport’s air cargo business is driven by goals that serve as the basis
for management and planning decisions. These then form the foundation of performance
measures and benchmarks that can assist the Port Authority, the City, and regional
stakeholders in better understanding how the air cargo program is working, its success in
meeting goals and objectives, and what the issues are that need to be addressed.

The following represent the goals for air cargo at JFK and in turn form the basis of
performance measurement.

1. To ensure that cargo facilities and operations reflect the highest levels of security
and safety.

2. To provide the air cargo industry with state-of-the-art facilities that enable carriers to
sustain and grow their regional business.

3. To attract and accommodate new carriers and supporting business infrastructure to
JFK and the Region.

4. To optimize the use of available property allocated to air cargo.

5. To generate revenue commensurate with the resources allocated to air cargo
facilities and services.

6. To provide tenants and users of cargo facilities with high levels of customer service.
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To help move airports toward a common performance benchmarking “language” for air
cargo, the (“ACI-NA”) developed a listing of more than 100 potential measures that are
currently, or could be utilized by member airports. Because airports and their cargo
functions differ so dramatically, this realistically provides a number of relevant options that
can provide the Agency (at different levels), the City, and industry stakeholders with
measures, best suited to their individual operation and management requirements.
These include “internal measures” to assist airport management in better managing day-to-
day activities, and “external measures” focused on reporting to outside constituents on the
cargo element of the business.

The benchmarks help to create specific criteria that enable reviewers to:

= better understand and manage the business elements of air cargo as it relates to
airports,

= anticipate potential problem areas or issues to be more responsive to the service
requirements of tenants and users, and

= select performance measures that are most meaningful to reflect airport
performance accurately to governing bodies.

The use of performance measures to compare one airport to another has limited utility in
terms of air cargo. The variables are so extensive and the industry dynamics so volatile and
subject to anomalies that any results based on other than gross data (such as total
tonnage) could prove useless. It is particularly important in establishing performance
measures that those which are adopted are not forced or inappropriate. They should
address specific airport needs and not attempt to compare (for example) cargo functions at
major gateways to small domestic operations at inland airports. Measures that have some
meaning across airport lines typically are very broad and have limited use from a
management perspective. The performance measures therefore need to focus on specific
aspects of JFK air cargo operations that are relevant to the Port Authority and the City.

4.5.2 PERFORMANCE BENCHMARKING DEFINED

Performance benchmarking is the process of identifying best practices, understanding their
meaning in relation to business, and adapting these practices to help organizations improve
their performance. The comparison to a defined data set can provide an airport with
comparative opportunities to establish performance goals with standards and measures that
would be considered a performance benchmark. Over designated time frames,
benchmarking can improve operating levels and lead to improved organizational efficiency
and performance. Measures have different levels of importance to stakeholders in the cargo
function. These include airport commissions, shareholders, employees, airlines, customers,
the public, members of the local community, government agencies, industry organizations,
ground handling agents, freight forwarders, surface transportation providers, U.S. Customs
Brokers, and other related vendors and service providers.

4.5.3 CONDITIONS OF MEASUREMENT

Effective benchmarking relies on focusing on what needs to be measured and the processes
involved when measuring core practices and competencies. Measures must be accessible,
reliable, dependable, and accurate.

= Accessibility refers to the ability of data to be obtained and gathered on a reasonable
basis. This is perhaps the most challenging aspect of many potential cargo measures
for which data are frequently tracked and reported very differently or not at all by
many of the smaller but critical businesses that are part of the industry.
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= Reliability ensures that what is measured is truly what is intended to be measured.

= Dependability provides a consistent result throughout the measurement process or
designated time frames.

= Accuracy provides that the measurement process achieves its objective.

It is important to note that benchmarking is not a one-time event. It must be ongoing to
address improvement and that best practices are regularly targeted.

4.5.4 MEASUREMENT REVIEWERS

Included below are listings of potential measures that are recommended. Not all of these
would be meaningful to every airport. The key is that airport managers utilize measures
that most clearly relate to their own management needs, and internal and external
reporting requirements. The measures that have been recommended here focus on
business and relevant service elements of air cargo.

Measures are suggested for two separate constituencies. It is important to note that as
these constituencies change and/or the industry evolves, the areas of focus
(and appropriate measurement mechanisms) may shift.

Internal:

1. Senior staff at both JFK and in the Port Authority Aviation Department Offices.
These measures should address comparative performance, service issues and
responsiveness to business and operating requirements.

2. Port Authority Executive Staff. These measures address overall financial and
business performance and issues that may have interest to outside constituencies.

External:

3. New York City. These measures address comparative performance, new business
development, and revenue generation.

4. Stakeholders. These measures help demonstrate and improve service, appearance,
and understanding of the challenges and achievements of the Airport.

It should be noted that these measures are not meant to be all-encompassing. The listing
developed by ACI-NA offers a very comprehensive listing of measures that are of value to
different business and operating units. The listing can be reviewed and unit-specific
elements chosen. Those measures included below have been selected to provide feedback
considered most relevant to the specific constituency. The Team was also sensitive to the
fact that too many measures are often looked at as needless administrative oversight and
receive less attention than well-targeted and more selective measures.

4.6 BENCHMARKING JFK

In July 2005, the Air Cargo Committee of (“ACI-NA”") attempted to refine the large listing of
measures by surveying a wide range of constituents that included airports of varying sizes,
developers of air cargo facilities, consultants, and various supporting services. The effort
identified what were considered to be the top ten generic measures that could be used to
compare air cargo performance across airport lines. These are listed below.
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This information is helpful in identifying a broad industry-wide perspective, but still, without
linkage to airport goals, provides little insight into what would be the best and most
informative choices for an individual airport.

These are the “Top Ten:”

Tons of cargo enplaned and deplaned (annual).

2. Tons of cargo enplaned and deplaned (annual) — International Belly vs. Freighter.
3. Tons of cargo enplaned and deplaned (annual) — Domestic Belly vs. Freighter.

4. On-airport warehouse square footage (total).

5. Number of direct jobs created from cargo activity.

6. Average time required for international air cargo to clear customs.

7. Warehouse throughput per square foot.

8. Efficiency of cargo area access. (survey of users and tenants)

9. Efficiency of aeronautical infrastructure. (survey of carriers and handlers)

10. Warehouse occupancy/vacancy percentage.

Several of these measures, particularly those dealing with gross tonnage figures are in
common use throughout the industry today and serve as valid volume comparisons.
However, the volume numbers do little to benchmark the efficiency or effectiveness of one
airport’s operation versus another’s. For JFK, given the importance and size of its cargo
operations, two sets of measures have been developed. The first is for the Airport to use in
the day-to-day management of the cargo function. These are the internal measures: they
reflect feedback from existing tenants measured against airport goals, and are more
narrowly focused. The second set reflects broader reporting issues that are most
appropriately used for external reporting and to compare JFK performance to other
comparable airports. These recommended measures have also been derived from the goal
structure of the cargo program.

The measures and benchmarks should be structured in such a way that the Airport will be
able to develop data that will enable management to better understand existing cargo
operations and proactively manage future cargo growth strategies. They are listed in a
suggested priority order. Airports have historically tended to focus on macro-measures that
are more generic—tonnage, operations, etc. All of the following measures can be
implemented without major problems. The decision of who will perform the measures,
exactly how they will be measured, and to what standards will depend on the creation of
such standards by the Port Authority and their operating partners. Establishing such
standards prior to the acceptance of critical elements of the Air Cargo Plan is premature.

4.6.1 INTERNAL MANAGEMENT MEASURES AND BENCHMARKING

1. Volumetric measures. These are the typical measures used throughout the
industry dealing with tonnage and operations. They can be subset into
inbound-outbound, domestic-international, and freighter-belly cargo. Reports should
be structured that data can be used to identify trends, anomalies, and planning
issues, as well as providing routine reporting data. It should be noted that this
number must also (in the case of the Port Authority) be looked at in conjunction with
regional market share because of the presence of Newark Liberty International
Airport (“EWR”).
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2. Cargo revenue generation. The ability of the Airport to generate revenue from
cargo is important. Realistic targets should be based on a methodology that
considers tenant and user operating conditions, value for services provided by JFK,
and coverage of Airport cargo operating costs. These targets can be subset into
landing fees, fuel flowage fees, leasing revenues, percentage agreements, and other
cargo-related fees.

3. Occupancy rates of cargo facilities. Recognizing that revenue generation is an
important issue for management, occupancy/vacancy rates of the facilities should be
monitored on a regular basis. The rates should be linked to overall occupancy and
revenue targets that would be met as a result of leasing.

4. Utilization of cargo facilities. Management should establish utilization ratios that
reflect targeted throughput for cargo facilities. Effective management of tenant
occupancies is far more cost effective than the development of new buildings.
Monitoring cargo building throughput on a quarterly basis would help management to
identify the need for new space or opportunities to relocate tenants on a timely
basis. It would also enable management to identify underutilized facilities.

5. Availability of cargo facilities and infrastructure to meet demand. It is
critical, particularly in growth scenarios, that new infrastructure and facilities be
timed to come on line, or older facilities become available to meet demand.
This requires the establishment of development triggers and close management of
the leasing portfolio.

6. Utilization of the land envelope. The scarcest resource available to the Airport is
land. The amount of unused property available for cargo development is an
important aspect in measuring present and long-term capacity.

7. Compatibility of facilities and infrastructure with tenant needs. The mere
availability of cargo facilities is not enough. Warehouses that cannot accommodate
throughput, screening, or storage requirements will heighten levels of tenant
dissatisfaction and in some instances will cause tenants and users to seek other
airports. The same is true if tenants cannot access ramps that they require, or lack
sufficient truck courts or truck bays.

8. Levels of tenant satisfaction. The size of the regional cargo community warrants
attention to the needs of this enormous contributor of revenue and jobs.
Communications, responsiveness to tenant operating and maintenance needs, as
well as administrative effectiveness are elements of business with which tenants and
users are concerned.

9. Efficiency of landside access and egress. Cargo is inter-modal. An efficient
operation must accommodate trucking requirements to and from the Airport and to
and from the cargo facilities. Many critical elements of the JFK cargo operation are
located off-airport. Time from off-airport facilities to on-airport properties is a vital
criterion as is the ability to exit the airport to the highway system and proximate
regional destinations.
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10. Reported incidents of theft. While a great deal of focus is given to
anti-terrorism, a major concern for the cargo industry is theft, which affects
insurance premiums and can result in penalties to parties involved in the
movement of goods. Management can help control theft through effective building
planning and design, appropriate physical separations, and assigned security
personnel. An alternative measure is the dollar value of goods lost to theft.
While this is a reasonable measure it should reflect any incident as a percent of
total dollar value of Airport traffic. Otherwise it can be substantially skewed by a
single incident and not reflect the effectiveness of a designed program.

4.6.2 EXTERNAL MANAGEMENT MEASURES AND BENCHMARKS

1. Regional Economic Impact. The total impact of the air freight business on a
region is frequently surprising and often justifies investment beyond pure
cost/benefit analysis.

2. Job generation. Part of the justification for investment in cargo operations is the
number of jobs generated by cargo. This could be a subset of Economic Impact but
can stand alone.

3. Volumetric measures. These are the typical measures used throughout the
industry dealing with tonnage and operations. They can be subset into
inbound-outbound, domestic-international, and freighter-belly cargo. Reports should
be structured so that data can be used to identify trends, anomalies, and planning
issues, as well as provide routine reporting data.

4. Investment in cargo facilities and operations. Cargo is typically a lower profile
aspect of an airport’s operation than the passenger business. It can, however,
generate substantial benefits. It will be important to be able to indicate levels of
investment in cargo to put generated benefits in context.

5. Cargo Revenues. This number can be expressed in total or as a percentage of total
airport revenues. Total revenue should include landing fees, fuel flowage fees,
leasing revenues, percentage agreements, and other cargo-related fees.

6. Total developed cargo facilities and infrastructure. Airports, particularly those
considered “gateways” are frequently compared based on their overall capacity for
airside and landside cargo operations.

7. Levels of tenant/user satisfaction. The size of the regional cargo community
warrants attention to the needs of this enormous contributor of revenue and jobs.
Communications, responsiveness to tenant operating and maintenance needs, as
well as administrative effectiveness are elements of business with which tenants and
users are concerned. Tracking must lend itself to the formulation of key issue
analyses and appropriate outreach and corrective initiatives.

8. Appearance. The aesthetics and overall appearance of facilities and the cargo
zones in general are key marketing tools and for attracting new tenants or retaining
existing ones.

Performance measures should provide meaningful information about what they are intended
to measure. To inform the constituency effectively, measures should be triangulated when
possible. By way of example, the effectiveness of a cargo leasing program is not best
measured by the amount of square footage under lease. Management is usually interested
in the revenues generated by the leasing program. It is, therefore, important to measure
not just the amount of square footage but also the rate per square foot at which the
property is leased. Similarly service improvements are important in the public sector, but
the cost-benefit must be considered and where appropriate, alternatives evaluated.
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CHAPTER 5
COMPETITIVE ANALYSIS

Airports compete. Passengers and shippers have many choices when it comes to moving
from an origin to a destination. Like any rational economic agent, shippers and the freight
forwarders who serve as their agents will more often choose the lowest cost option to meet
an acceptable delivery date for moving air cargo. Given the multi-modal nature of air
cargo, a shipper in Pittsburgh moving a piece of freight to Frankfurt will look at multiple
options. Assuming air is the mode of choice, the Pittsburgh shipper will compare the total
shipping costs of moving the freight through different airports that could include, in addition
to Pittsburgh International Airport (“PIT”) — Chicago O’Hare International Airport (“ORD”),
Philadelphia International Airport (“PHL”), Memphis International Airport (“MEM”), Louisville
International Airport (“SDF”), Boston Logan International Airport (“BOS”), and other New
York airports.

The L&B Team and the client selected ten (10) airports for a competitive analysis including:

1. Hartsfield-Jackson Atlanta International Airport (“ATL”)

2. O’Hare International Airport (“ORD”)

3. Los Angeles International Airport (“LAX)

4. Miami International Airport (“MIA™)

5. Frankfurt International Airport (“FRA™)

6. London-Heathrow International Airport (“LHR”)

7. Dubai International Airport (“DXB™)

8. Shanghai Pudong International Airport (“PVG”)

9. Toronto Pearson International Airport (“YYZ")

10. Sao Paulo Guarulhos International Airport (“GRU”) Note: Participation by the

original selection of Eldorado International Airport (“BOG”) in Colombia was limited,
leading to the agreed upon substitution of Sao Paulo.

The purpose of the competitive analysis is to help gain a perspective as to how JFK is
positioned relative to these other facilities that, at some level, are comparable and to
identify potentially applicable best practices. The first four airports — as domestic facilities -
have the most relevancy as far as costs, and separate graphics have been prepared to
represent the relationships. The other airports represent major national gateways and were
looked at for operational comparisons as appropriate. It is important to remember that
these airports are all very different with different business, operating, and ownership
models so that comparisons are best made at a macro level, and in some areas
comparisons have limited value without in-depth analysis. The data for the analysis were
based on 2009 research from the Air Transport Research Society (“ATRS”). (Note that
tonnage figures were based on year-end numbers developed by the Airport Council
International (“ACI”.)

This chapter includes a discussion of the operating challenges at JFK identified earlier and
how these ten airports address the situation if comparable challenges exist.
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lllustrated below in Exhibit 5-1, Annual Air Cargo Volumes, is the annual air cargo
tonnage by the ten selected airports and JFK International.

Exhibit 5-1 ANNUAL AIR CARGO VOLUMES
Annual Air Cargo Volumes
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Source: ATRS; Landrum & Brown

51 COMPETING AIRPORT PROFILES

This section discusses how JFK compares to the airports designated for comparative
purposes. For each of the ten selected airports, six profile elements were developed
including:

1. Capacity — includes the number of runways and estimated annual air cargo volumes
expressed in metric tons.

2. Airport Statistics — including operations (i.e., take-offs and landings) and metric
tons since 2003.

3. Fee Structure — with a focus on signatory and non-signatory landing fees.

4. Revenues — including total operating revenue and the percent share of aeronautical
revenues.

5. Ownership & Management — including city/county, state, authority, or other form
of ownership.

6. Notes and Observations — with a focus on any related to air cargo development.

Integrators like FedEx and UPS pose a competitive challenge to operations at traditional
U.S. gateways like JFK, MIA, ORD, and LAX. The combination of large fleets of aircraft and
trucking assets attracts air cargo, both domestic and international, to and through their
massive Midwestern sort facilities such as Memphis FedEx and Louisville UPS. Within the
U.S. approximately 90 percent of all domestic air cargo and over 50 percent of originating
international air cargo is now carried by the integrators. Most industry observers agree that
the integrators’ share of international air cargo will continue to rise. However, because of
the growing importance of belly cargo, the traditional gateways should continue to prosper.
The location of each of the selected airports is illustrated on a map for each profile.
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New York John F. Kennedy International Airport (“JFK™) - was ranked by the ACI 19"
Overall in the world and 7" in North America for total cargo traffic in 2010. (In the Capacity
section for each of the airports, the tonnage figures reflect 2010 volumes.)

New York John F. Kennedy International Airport

JFK
New York, New York
Fiscal Year End: Dec. 31, 2009

Airport Statistics 2003 2005 2007 2009 2010
Runways 4 Air Operations 276,685 346,709 443,750 416,945 397,419
Annual Metric Tonnes Handled 1,340,000 Passengers (000)s 31,735 40,884 47,717 47,323 46,495
Employees 325 Cargo (metric tons) 1,627,153 | 1,644,526 | 1,607,050 | 1,261,480 | 1,343,114

*2010 data from ACI Wordwide Airport Traffic Statistics

Fee Structure

As of Jan 2009:
Landing Fees
Landing Charge MTOW
Scheduled Carriers (per 1,000 Ibs 5.30
Peak surcharge between 3pm-10p 100
Min per takeoff 25
Parking Charge
First hour free
Up to 100,000 Ibs (for each addition $25
100,001-200,000 Ibs (for each
additional 8 hrs) $40
Over 200,000 Ibs (+ $12 per
25,000 Ibs over 200,000 |bs) $40 =JFK
Passenger Charge (per departing
passenger) $4.50
Police Guard Charge (for use of
police security for each 8 hr police $ 1,265
Total Operating Revenue $970,200,840
% Aercnautical Revenue 74%
% Concession Revenue 5%
Net Operating Income $327,621,066
Passenger Facility Charges (PFC) $ 91,069,337
Operating Margin 34%
Movements per Day 1,142
Daily Gate Utilization 1,009

Ownership & Management Notes and Observations

The Port Authority of New York and New Jersey
(PANYN]) have operated New York John F. Kennedy
Intrnational Airport since 1947 under a lease with the
City of New York. PANYNJ's aviation department is
responsible for the operating and development of the
three New York airports - John F. Kennedy,
LaGuardia, and Newark. The Port Authority is a
financlally self-supporting public agency that recieves
no tax revenues from any state or local jurisdicition
and has no power tax. Itrelies almost entirely on
revenues generated by facility users, tolls, fees, and
rents. The Govenor of each state appoints six
members to the Board of Commissoners, subject to
state sentate approval. Board Membrs serve as
public officals without pay for overlapping six-year
terms. The Govenors retain the right to veto the
actions of Commisioners from his or her own state.

-In 2010 JFK was ranked by the Airports Council International 19th overall
in the world and 7th in North America for total cargo traffic.

-In 2009, the Port Authority aimed at reducing delays by awarding a $376
Million contract to reconstruct and widen the Bay runway. The Bay
Runway re-opened in June 2010 on time and on budget. During the
closure of the runway, a state of the art flight departure managment
system was used where the system would make sure only 8-12 airplanes
were in line for takeoff at a particular runaway at any one time during
peak hours. InJuly 2010, it was announced that the program will continue
to be used for a year's trial.

- In April 2010, the Port Authority Board approved the construction of an
environmentally friendly multi-fuel service station at JFK. The station will
help JFK's important cargo business by providing full-service amenities for
trucks and thier drivers.

Sources: Air Transport Research Society (ATRS); Landrum & Brown
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Hartsfield-Jackson Atlanta International Airport (“ATL) — the busiest airport in the
world. ACI ranked ATL 10" in North America for 2010 cargo traffic. The airport is Delta’s
global hub and that carrier flies about 50 percent of the airport’s total cargo volumes in the
belly of passenger aircraft. Their cargo activity levels do not place them in the World
Top 30.

Hartsfield-Jackson Atlanta International Airport

ATL
Atlanta, Georgia
Fiscal Year End: June 30, 2009

Airport Statistics 2003 2005 2007 2009 2010
Runways 5 Air Operations 898,488 | 967,714 | 981,402 | 957,860 950,119
Annual Metrics Tonnes Handled 660,000 Passengers (000)s 79,087 85,907 89,379 88,649 89,331
Employees 618 Cargo (metric tons) | 800,820 | 767,897 | 730,730 | 571,255 659,129
#2010 data from ACI Worldwide airport Traffic Statistics
As of July 2010:

Landing Fees

Signatory (per 1,000 |bs) $ 1.07

Non-Signatory (per 1,000 lbs) $ 1.52
Total Operating Revenue $394,336,444
% Aeronautical Revenue H%| |
% Concession Revenue 27| |
Net Operating Income $215,773,444
Passenger Facility Charges (PFC $166,911,292
Operating Margin 55
Movemnents per Day 2,624
Daily Gate Utilization 1,306

Ownership & Management Notes and Observations

Hartsfield-Jadkson Atlanta International Airport is owned by the City of
Atlanta and operated by its Department of Aviation. A management
company operates and manages the terminal adtivies; the Central
Passenger Terminal Complex (CPTC) lease stipulates that the signatory
airlines are responsible for maintaining and operating the passenger
terminal buildings. The signatory airlines contract out maintence and
operation services to a third-party provider (a company primarily
owned by the signatory airlines, with the city of Atlanta having a 7%
share in the company). The City of Atlanta and the Department of
Aviation are thus responsible for long-term strategic planning, including
capital investment dedsions.

-In 2010 ATL was ranked by the Airports Coundl International 10th
in North American cargo traffic.

-In Jan 2009, ATL retains title of world's busiest airport
-ATL was the first US airport to be named Air Cargo Week's Airport

of the Year. Italso recieved Air Cargo World's Awards of
Excellence.
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O’Hare International Airport (“ORD’) — the busiest airport in the Midwest. ACI ranked
ORD 18" overall in the world and 6™ in North America for 2010 cargo traffic. This facility
has become JFK’s main competitor for cargo operations and is in the process of adding
1,000,000 square feet of new cargo facilities and 17 wide-body parking positions.

Chicago

Chicago, Illinois
Fiscal Year End: Dec. 31, 2009

Capacity port Statistics 2003 2005 2007 2009 2010
Runways b Air Operations 912,629 975,673 910,710 818,361 882,614
Annual Metric Tonnes Handled 1,420,000 Passengers (000)s 69,509 76,581 76,182 64,398 66,665
Employees 1,193 Cargo (metric tons) | 1,453,070 | 1,543,526 | 1,533,606 | 1,047,917 1,424,077

*2010 data from ACI Worldwide Airport Traffic Statistics

Fee Structure
As of July 2010:

Landing Fees

Signatory (per 1,000 Ibs.) $ 6.28

Non-Signatory (per 1,000 |bs.)| $ 7.85
Total Operating Revenue $591,474,459
% Aeronautical Revenue 66%
% Concession Revenue 16%|
Net Operating Income $102,027,067
Passenger Facility Charges (PFC) | $121,180,181
Operating Margin 17%
Movements per Day 2,242
Daily Gate Utilization 991

Ownership & Management Notes and Observations

Along with Chicago Midway Airport, Chicago
O'Hare International Airport is one of the two
major airports compromising the Chicago Airport
System. Both Airports are owned by the city of
Chicago and operated by the Department of
Aviation. The Department of Aviation is
responsible for the management, planning, design,
operation and maintenence of O'Hare and Midway.
The Chicago Airport System is fully self-supporting
and receives no local tax payers dollars. The
O'Hare Modernization Program (OMP) is a $6.6
billion initiative designed as a long-term solution to
the delays experienced by one of the world's
busiest airports. Funded by airline-backed bonds,
passenger facility charges, and federal Airport
Improvement Program funds, the OMP is expected
to reduce delays at the airport by 79%

-In 2010 ORD was ranked by the Airports Council International 18th
overall in the world and 6th in North America for total cargo traffic.

-In July 2010, ORD welcomed Cathay Pacific's first round the world
freighter to Chicago. The new route will continue to be operated twice
weekly on Fridays and Sundays. Cathay will increase its Chicago-based
Cargo Operations team by 33% to handle the new flights.

-In March 2010, ORD continued construction on phase one of the O'Hare
Modernization program which includes the construction of the new runway
10C-28C, relocation of the FedEx sort facility and the construction of the
two new railroad bridges.

Sources: Air Transport Research Society (ATRS); Landrum & Brown
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Los Angeles International Airport (“LAX’) - the principal air cargo gateway to Asia.
ACI ranked LAX 14" overall in the world and 5" in North America for 2010 cargo traffic.
The airport was adversely impacted in 2011 by the economic downturn and reduced
trans-pacific shipping.

Los Angeles International Airport

LAX
Los Angeles, California
Fiscal Year End: June 30, 2009

Airport Statistics___2003 __ 2005 _ 2007 __ 2009
Runways 4 Air Operations 621,137 637,026 645,397 543,670 575,835
Annual Metrics Tonnes Handled 1,810,000 Passengers (000)s 55,307 61,244 61,534 56,547 58,915
Em ployees 3,292 Cargo (metric tons) 1,822,263 1,955,722 2,075,638 1,615,315 1,810,345
#2010 data from ACT Worldwide Airport Traffic Statistics
As of Aug 2009:

Landing Fees (per landing)

25 tons or less Permitted 5102

25 tons or less Non-Permitted $128
Landing Fees (per ton)

Over 25 tons Passenger Permitted 4.07

Owver 25 tons Passenger Non-Permitted 5.09

Ower 25 tons Cargo Permitted 3.33

Over 25 tons Cargo Non-Signatory $4.16

Comm uters not using terminal apron Permitted $3.33 i

Comm uters not using terminal apron Non-Permitte £4.16

Revenues 2009

Total Operating Revenue L 679,251,020
% Aeronautical Revenue 59%
% Concession Revenue 29%
Net Operating Income L 156,339,988
Passenger Facility Charges (PFC) $ 103,982,511
Operating Margin 23%
Movem ents per Day 1,490
Daily Gate Utilization 1,324

Ownership & Management

The Los Angeles World Airports (LAWA) is an independent and financially
self-suffident departm ent of the City of Los Angeles. LAWA owns and
operates Los Angeles International Airport, along with three smaller
airports in the Southern California region. LAWA is m anaged and
controlled by a 7 member Board of Airport Comm issioners. The Board is
responsible for capital acquisiion and development, operations, finance of
development projects, rates and charges determination, and fees collection
from airport users. An Execulive Director administers LAWA and reports to
the Board.

Sources: Air TransportResearch Society (ATRS); Landrum & Brown

Notes and Observations

-In 2010 LAX was ranked by the Airports Council International 14th averall in the
world and 5th in North America for total cargo traffic.

-In July 2010, m any airlines decided to offer new air service or additional flights
atLAX due to the slight upturn in the economy.
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Miami International Airport (“MIA”) — the principal air cargo gateway for Central and
South America. ACI ranked MIA 12" overall in the world and 4™ in North America for 2010
cargo traffic. Miami has survived the recession better than other North American airports
because of the growth of Latin American activity.

Miami International Airport

MIA
Miami, FL
Fiscal Year End: Sep. 30, 2009

Airport Statistics 2003 __ 2005 2007 2009 2010
Runways 4 | [Air Operations 381,247 377,630 382,714 348,487 376,208
Annual Metrics Tonnes Handled 1,840,000 | |Passengers (000)s 29,533 30,912 33,278 33,875 35,698
Employees 1,400 | |Cargo (metric tons) 1,594,012 | 1,783,067 | 2,056,402 | 1,709,754 1,835,793

*2010 datz from ACI Worldwide Airport Traffic Statistics

As of Oct 2009:
Landing Charge per ton:
(A/C exceeding 15 tons) ‘ & 1.92
Total Operating Revenue $ 502,455,000 niA
% Aeronautical Revenue 68% =
% Concession Revenue 21%
Net Operating Income $ 164,701,000
Passenger Facility Charges (PFC $ 61,756,000
Operating Margin 33%
Movements per Day 955
Daily Gate Utilization 919

Ownership & Management Notes and Observations

Miami International Airport is operated by the Miami-Date County
Aviation Department as a part of the Airport System (also including 3
general aviation and 2 training airports). The County operates the
Airport System through the aviation Department with policy guidance
from the Mayor, Board of County Comissioners of Miami-Dade County,
Florida (the "Board"), and the County Manager. The Aviation
Department is an Enterprise Fund of the County. The Departmentis
self-supporting, using aircraft landing fees, fees from terminal and
other rentals, and revenues from concessions to fund operating
expenses. The Capital Improvement Program is funded by bonds,
federal and state grants, and Passenger Facility Charges.

Sources: Air Transport Research Society (ATRS); Landrum & Brown

-In 2010 MIA was ranked by the Airports Council International 12th overall
in the world and 4th in North America for total cargo traffic.

-MIA is the principle air cargo gateway for Central and South America.
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Frankfurt Airport (“FRA”) — has the highest air cargo airport traffic in Germany, and
second highest in all of Europe. ACI ranked FRA 7" overall in the world for 2010 cargo
traffic. There are concerns in Frankfurt that the new curfews will constrain future growth.

Frankfurt Main International Airport

FRA
Frankfurt, German
Fiscal Year End: Dec. 31, 2009

Airport Statistics 2003 2005 2007 2009 2010
Runways 3 Air Operations 458,865 490,147 492,569 463,111 464,432
Annual Metrics Tonnes Handled 2,280,000 Passengers (000)s 48,343 52,230 54,168 50,938 53,009
Employees 17,441 Cargo (metric tons) 1,650,601 | 1,963,142 | 2,169,025 | 1,917,227 2,275,109
*2010 data from ACI Worldwide Airport Traffic Statistics
As of April 2009:
Landing Fees (Euro/ ton)
Cargo/mail flights € 0.79
Ferry/Helicopter flights € 2.50
Minimum Charge:
A/C up to 35 tons € 150.00
Additional variable charges:
AJC Passenger (per departing pax) € 1.02
Freight & Mail (per 100kg/arrival and departure) | € 0.16 [

1USD = 0.71968 EUR

Revenues 2009

Total Operating Revenue USD $1,895,489,242
% Aeronautical Revenue 28.70%
% Concession Revenue -

Net Operating Income USD $ 230,321,696
Passenger Facility Charges (PFC -

Operating Margin 12.20%
Movemenis per Day 1,260
Daily Gate Utilization 949

Ownership & Management Notes and Observations

Fraport AG is the German transport company which operates the
Frankport International Airport serving Frankfurt am Main. Fraport sold
its 65 percent stake in Flughafen Frankfurt-Hahn GmbH to the German
state of Rhineland-Palatinate to limit losses. Fraport sold the holding for -In 2010 FRA was ranked by the Airports Council International 7th overall

a symbolic price of 1 euro (USD$1.29), effective from January 1, 2009, worldwide in cargo traffic.

ending all financial obligations tied to Hahn. The Group is owned by the

State of Hesse (31.52%), the Stadwerke Frankfurt am Main Holding -Construction of the new Northwest Landing Runway began in early 2009
GmbH (20.13%), Artio Global Investors (10.33%), Deutsche Lufthansa and is expected to be completed in ime for the 2011/2012 winter

AG (9.93%), Taube Hodson Stonex Partners LLP (3.58%), Arnhold and S.| |timetable
Bleichroeder Holdings Inc. (2.98%), Morgan Stanley (2.94%). and other
private or institudonal holders (18.59%). Fraport holds sharesin
Frankfurt, Antalya, Lima, Burgas, Varna, Delhi, Xi'an, Cairo, and
Hanover.

Sources: Air Transport Research Sodety (ATRS); Landrum & Brown
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London Heathrow Airport (“LHR’) — has the highest cargo traffic in the United Kingdom
and third highest cargo airport traffic in Europe. ACI ranked LHR 16" overall in the world
for 2010 cargo traffic. There are very real operational capacity-issues related to the
runways which will constrain future growth.

London Heathrow International Airport

LHR
London, England
Fiscal Year End: Dec. 31, 2009

Airport Statistics 2003 2005 2007 2009 2010
Runways 2 Air Operations 456,770 472,954 481,476 466,393 454,883
Annual Metrics Tonnes Handled Handled 1,550,000 Passengers (000)s 63,469 67,915 67,855 66,037 65,884
Employees 5,407 Cargo (metric tons) | 1,223,623 | 1,306,000 | 1,393,243 | 1,348,914 1,551,405
*2010 data from ACI Worldwide Airport Traffic Statistics
As of April 2010:
Landing
Peak: Over 16 ton 659.6 - 2,328
Off-peak & shoulder:
Up to 16 ton £ 776
QOver 16 ton 659.60 - 2,328.00
Super night peak
Chapter 3 () (QC g/0.5) A/C £ 1,746
Chapter 3 A/C Base £ 1,940 LHR
Chapter 3 A/C High £ 2,910
Chapter 2 Non Certified A/C High £ 5,820
Min Charge on Departure {per departing flight) £ 220

1USD = 0.64132 GBP

Revenues 2009

Total Operating Revenue USD $2,721,224,208
% Aeronautical Revenue 55%)
% Concession Revenue 20.10%
Net Operating Income USD $ 199,117,770
Passenger Facility Charges (PFC -

Operating Margin 7.30%
Movements per Day 1,278
Daily Gate Utilization 928

Ownership & Management Notes and Observations

BAA Limited, the world's largest airport operator, owns and operates six
UK Airports. InJuly 2006 BAA was taken over by a consortium led by
Grupo Ferrovial, following a bid which valued the company at $20 billion
UsSD. Asa result, the company was delisted from the London Stock
Exchange and was subsequently changed from BAA plc. to BAA Limited.
Grupo Ferro vial, S.A. is an infrastructure and multinational Spanish
company involved in the design, build, financing, operation and
maintenance of transport, urban and services infrastructure. In March
2009, the Competition Commission ordered BAA to sell Gatwick,
Stansted and one Scottish airportin order to improve competition in the
UK Airports market. Gatwick was sold, but BAA has appealed against the
Competition Commission decision for the sale of Stansted and one
Scottish airport.

Sources: Air Transport Research Sodety (ATRS); Landrum & Brown

-In 2010 LHR was ranked by the Airports Council International 16th overall
worldwide in cargo traffic.

-The construction of the new Terminal 2 continues with the completion of
the first phase of its future satellite building completed in 2009. The
terminal will be the new home of Star Alliance Airlines.

-Even though LHR operates at over 98% of its capacity with two runways,
they announced in May 2010 that they will stop work on the planning
application for a third runway.
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Dubai International Airport (“DXB™) — is the principal air cargo gateway for the Middle
East and fastest growing airport for cargo. ACI ranked DXB 8™ overall in the world for 2010

cargo traffic.

Dubai is building the new Al Maktoum Airport with a capacity of 14,000,000

tons of cargo. The existing airport has substantial capacity issues and growing competition

in the Middle East.

Dubai International Airport

DXB

Dubai, United Arab Emirates

Fiscal Year End: 2009

Airport Statistics__2003 2005 2007 __ 2009 2010
Runways 2 Air Operations 168,511 217,165 260,530 295,203 307,283
Annual Metrics Tonnes Handled 2,270,000 Passengers (000)s 18,062 24,782 34,348 40,902 47,180
Employees - Cargo (metric tons) 940,595 | 1,333,014 | 1,668,505 1,927,520 2,270,498

Fee Structure

As of 2009:
Landing Fees based on MTOW
4.5 - 45 tones (AED per tonne) 11.00
Over 45 tonnes (AED per tonne) 12.80
up to 4.5 tonnes (AED per tonne) 13.95

1 USD = 3.6725 AED (2009)

Total Operating Revenue

Revenues 2009

% Aeronautical Revenue

% Concession Revenue

Net Operating Income

Passenger Facility Charges (PFC

Operating Margin

Movements per Day

Daily Gate Utilization

International Airport.

was completed in 2009.

Ownership & Management

Dubai International Airport was established in 1959 when the late
Ruler of Dubai, HH Sheikh Rashid bin Saeed Al Maktoum, who
ordered the construction of the first airfield. Dubai International
Airport is owned and managed by Dubai Airperts, who will also be
responsible for the upcoming Dubai World Central Al Maktoum
Dubai International is Middle East’'s busiest
airport and the fastest growing in the world. Ithasundergone
much expansion adding a new terminal and two concourses that

#2010 data from ACI Worldwide Airport Traffic Statistics

DXB

Notes and Observations

-In 2010 DXB was ranked by the Airports Council International 8th
overall worldwide in cargo waffic.

-Dubai's government is planning to construct a new airportin Jebel Ali
termed Dubai World Central International Airport which is expected to be
the fourth largest airport in the world by physical size. Itis expected to
be finished by the year 2017.

-The Department of Civil Aviaton began US$4.1 billion expansion (2nd
phase) construction in the first quarter of 2002 and completed by 2006.
This phase includes Terminal 3, Concourse 2 and Concourse 3, which will
be a dedicated facility for Emirates Airline. With completion of this
phase, Dubai International Airport will have the capacity to handle close
to 70 million passengers a year, its present capacity being 22 million.

-DXB is a hub for Emirates. 120 airlines operate from DXB, flying to 205
destinations worldwide.

-Won "Air Cargo Hub of the Year Award" at the Supply Chain and
Transport Awards in Dubai and "best airport of the midde east" at the
Asian Freight and Supply Chain Awards in Shanghai.

Sources: Air Transport Research Society (ATRS); Landrum & Brown
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Shanghai Pudong International Airport (“PVG™) — has the highest cargo airport traffic
in China. ACI ranked PVG 3™ overall in the world for 2010 cargo traffic. The facilities have
been planned to accommodate 6,000,000 tons of cargo annually.

Shanghai Pudong International Airport

PVG

Shanghai, China
Fiscal Year End: Dec. 31, 2009

Airport Statistics___ 2003 2005 __ 2007 2009 2010
Runways 3 Air Operations 134,276 205,046 253,535 287,916 328,507
Annual Metrics Tonnes Handled 3,230,000 Passengers (000)s 15,064 23,542 28,921 31,921 40,582
Employees 6,636 Cargo (metric tons) 1,357,200 | 1,856,700 | 2,559,300 | 2,543,400 3,227,914
_*20].0 data from AQ Wordwide Airport TrEFFir: Statistics
As of 2009: (fees are standardized for all Chinese Airports)
Landing Fees (CNY) (Fixed)
Up to 25 tonnes (fixed) 2,000
26- 50 tonnes (fixed) 2,200
51-100 tonnes 2,200
101-200 tonnes 4,200
Over 200 tonnes 8,600
1 USD = 6.8903 CNY (2009
Revenues 2009
Total Operating Revenue (SIA) $480,365,650
% Aeronautical Revenue (SIA) 97%
% Concession Revenue (SIA) 20%
Net Operating Income (SIA) $113,475,568
Passenger Facility Charges (PFC -
Operating Margin (SIA) 24%
Movements per Day 789
Daily Gate Utilization (pax) 892
Notes and Observations
-In 2010 PVG was ranked by the Airports Council International 3rd overall
Shanghai Pudong International Airport is managed by Shanghai worldwide in cargo traffic.
International Airport Company Limited (SIA), a wholly government
owned and funded company. To satisfy the needs of the operation of -The third runway opened in March 2008 and a forth runway isin its
"One City, Two Airports”, Shanghai Airport Authority was established planning stage.
officially in February 1998 upon the approval of Shanghai Municipal
People's Government as a result of an important reform on the -Terminal 2 opened on March 26, 2008. T2 provides 40 million passenger
management of Shanghai airports. Since then, both Honggiao of additional capacity.
International Airport and Pudong International Airport are under the
uniform management and operation of Shanghai Airports Authority. As| |-The long-term plan calls for a total of three terminals and five parallel
China’s first largest listed airport company, Shanghai International runways, for a final capacity of 80 million passengers per year.
Alrport Co. Ltd. is a joint-stock limited company solely initated by
Shanghai Airports Authority. The new international airport in the -Currently, Pudong International Airport is serving about 50 domestic and
Pudong New Area of Shanghai became operational on October 1, 1999. | [foreign airlines, connecting with over 70 international and regional
In October 2002, the corporation had successfully moved international domestic and overseas shipments. Terminal 2 is set to open in second half
and Hong Kong & Macao flight transfers from Honggiao Airport to 2010.
Pudong Airport.
Sources: Air Transport Research Society (ATRS); Landrum & Brown
- L. .
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Toronto Pearson International Airport (“YYZ”) — is the busiest airport in Canada.
Toronto competes with JFK on a very indirect basis. Cargo historically has been trucked
south to JFK because of lack of international lift at Toronto. As wide-body passenger
activity grows at YYZ, small percentages of JFK belly cargo disappear.

Toronto Lester B. Pearson Airport

YYZ
Toronto, Ontario
Fiscal Year End: Dec. 31, 2009

Airport Statistics 2003 2005 2007 2009 2010

Runways 5 Air Operations 370,996 | 409,645 | 425,500 | 407,352 418,051

Annual Metrics Tonnes Handled 470,000 Passengers (000)s 24,739 29,915 31,507 30,368 31,897

Employees 1,235 Cargo (metric tons) | 287,666 | 410,000 [ 505,608 | 439,130 471,337
*2010 data from AQ Worldwide Aimort Traffic Statisties

Fee Structure

In Canadian Dollars - as of Jan 2010
Landing Fees (per ton MTOW)
Fixed wing aircraft less than 19 tons |

Mon-Fri 7-10am & Sun-Fri: 2:30-9PM $ 145.00 | |

Non -peak periods $ 82.50 ‘

Fixed wing aircraft greater than 19 tons $ 30.48 L
Air Cargo per MTOW $ 22.92

1USD = 1.14153 CAD (2009) ‘fZ
=
Total Operating Revenue $763,475,551
% Aeronautical Revenue 67%
% Concession Revenue 9%
Net Operating Income $436,852,309
Passenger Fadlity Charges (PFC $229,806,488
Operating Margin 57%
Movements per Day 1,116
Daily Gate Utilization 626

Ownership & Management Notes and Observations

'-In 2010 YYZ was ranked by the Airports Coundl International

The Greater Toronto Airports Authority (GTAA) was incorporated in 13th in North America for total cargo traffic.

1993 under Part II of the Canada Corporations Act as a not for profit
corporation without share capital. On December 2, 1996, the GTAA
signed a 60-year ground lease (with one renewal term of 20 years)
with Transport Canada, transferring responsibilities to the GTAA to
operate the airports within the region on a commercial basis, to set
fees for their use, and to develop and improve their fadlities. The
GTAA is govermned by a 15-member Board of Directors, with nominees
from their four regional munidpalities of Durham, Halton, Peel, York,
and the City of Taronto, the Province of Ontario and the Government of
Canada and from the Greater Toronto Area business and professional
community.

-YYZ has the highest landing fees in the world. The landing fees
indude the amortization of a high percentage of terminal and
landside capital expenses in addition to all airfield amortization
which inflates the landing fee beyond the typical airfield cost
allocation methodology employed by most airports around the
world.

-In June 2010, YYZ was recognized with the 2010 TATA Eagle
Award for Most Improved Airport by airlines around the globe.
The award is presented in recognition of an airport's outstanding
performance in terms of airline satisfaction, cost effidency, and
continuous improvement.

Sources: Air Transport Research Society (ATRS); Landrum & Brown
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Sao Paulo/Guarulhos International Airport (“GRU”) — is the largest air cargo airport in
South America and a strong emerging market. 2010 saw a stabilization in cargo activity
that will soon see pressure on the cargo facilities to accommodate growth driven by the
Olympics and the World Cup.

Sao Paulo/Guarulhos-Governador Andre Franco Montoro International Airport

GRU
Sao Paulo, Brazil
Fiscal Year End: Dec. 31, 2009

Airport Statistics 2003 _ 2005 _ 2007 _ 2009 _ 2010

Runways 2 Air Operations 139,038 | 154,339 | 187,960 | 209,636 250,493

Annual Metrics Tonnes Handled 430,000 Passengers (000)s 11,581 15,835 18,796 22,332 27,432

Employees - Cargo (metric tons) | 504,135 | 575,411 | 557,934 | 435,250 430,850
*2010 data from ACI Worldwide Airport Traffic Statistics

As of 2009
Landing Fees (per ton MTOW)
International:

Up to 49 tons $ 2.76
50-89 tons $ 4.12
Over 89 tons $ 4.69
Min Charge $ 15.71
Domestic:
Up to 49 tons (CLP 458) U
Over 49 tons (CLP 1175)
Min Charge $2,254.00

1 USD = 483.9 CLP

Revenues 2009

Total Operating Revenue
% Aeronautical Revenue -
% Concession Revenue -
Net Operating Income -
Passenger Facility Charges (PFC -
Operating Margin -
Movermnments per Day 574
Daily Gate Utilization 1,003

Ownership & Management Notes and Observations

INFRAFRQ - Brazilian Airports is a governmental company with 37
years experience in Airport Operations and Commerical
Management. It operates 67 airports, 81 Air Navigation Stations
and 32 International Freight Terminals, which account for 97% of - In July 2010, Infraero implemented improvements to the cargo
the regular air trafficin Brazl. The company holds airports located logistics Terminal at GRU in order to meet the spike in demand.
all over the country and has a nationwide work force of some
23,000 employees (both in the company and under third party
contracts).

Sources: Air Transport Research Society (ATRS); Landrum & Brown
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52 CRITICAL ISSUES COMPARISON

Earlier in the planning process, based on stakeholder, client, and industry feedback, and a
Strengths, Weakness, Opportunities and Threats (“SWOT”) analysis, the following critical
issues were identified. It was agreed that where comparisons were applicable the ten
selected airports would be used to help focus on adaptable best practices. Additionally,
other potentially viable practices or policies would be identified as well.

Issue 1 A conceptual development plan that allows for phased, fiscally
prudent development of modern, cost-effective air cargo facilities.

All of the airports have a Master Plan which guides their overall land use and operations.
Domestically, ORD has conducted an evaluation of its cargo facilities and their capacity, and
in conjunction with the O’Hare Modernization Program has planned for a redevelopment of
their existing cargo facilities and a new 1,000,000-square feet cargo development with
17 wide-body parking positions in the Northwest Quadrant. The new cargo initiative has
been bid and negotiations are underway for the development. This will add approximately
40 percent to ORD’s current on-airport capacity. The development will follow the conceptual
land use planning that drove the project.

LAX is currently evaluating the need for a new air cargo master plan that would lead to
substantial redevelopment of most of their existing facilities. There are environmental
constraints on airport development which is why Ontario International Airport (“ONT”) may
become more important in the future. A previously awarded bid for 1.5 million square feet
of development at ONT was awarded and negotiated but no construction took place because
of the economy.

MIA is fairly constrained and has not done a reuse plan recently. The airport is, however, in
the process of adding a new 830,000-square feet facility that will offset some of the
capacity issues. ATL is in the process of preparing an updated air cargo master plan. In the
current configuration of its cargo facilities, the airport has the capacity to add about
125,000-square feet of additional capacity should it be required. A bigger issue at ATL is
the availability of aircraft parking at peak times.

Internationally, London is constrained both airside and landside. There are no indicated
plans for a redevelopment of cargo capacity, and plans for a new runway have been put on
hold. If London Heathrow Airport (“LHR”) is to grow its cargo well into the future, vertical
development will be necessary. At FRA, the primary development issue has been the new
runway. The negotiated tradeoff to reduce night flights via a curfew has reduced Lufthansa
cargo activity and taken pressure off existing facilities. There were no indications that a
conceptual plan or new cargo facilities are on the near horizon. YYZ has a long-term
development plan that will provide them substantial new capacity when and if it is required.
YYZ’s cargo volumes are about one-third of JFK’s.

Dubai has a comprehensive development plan for the new airport, Al Maktoum International
Airport (“DWC”) in Jebel Ali, Dubai. Because of delays on the relocation of some carriers
from the existing airport, there will be some interim uses at the new facility but the
indications are that the plan will be implemented. Similarly, PVG has an expansion plan for
its cargo operations but it is much more general, focusing on broad space allocation rather
than facility specific layouts. The facilities in GRU are very limited with only two buildings.
The existing facility was recently improved but any major changes are on hold while
privatization options are being reviewed.
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The “cargo village” concept exists at the older airports in an informal sense. The natural
dynamic of the logistics industry attracts supporting businesses to the airport environment.
Freight forwarder and customs broker complexes have evolved at LAX, MIA, ATL, ORD, LHR,
and YYZ just as they have at JFK. No plans to develop an on-airport village at JFK were
identified. FRA has an on-airport cargo village. Both DBY and PVG have substantial
planned cargo village's off-airport but with planned integrated access, operations, and
security. At DXB the entire airport and cargo village complex is under the control of Dubai
World Central while at PVG with a different political and business model, the City of
Shanghai controls the leasing of the off-airport properties. It should be noted that despite
demand, the development at PVG has not been successful because of construction design
and proposed rental rates.

Issue 2 Trucking access issues and connectivity between on- and off-airport
cargo facilities.

Of all the domestic airports, ATL has the least amount of congestion around the airport.
There are, however, very severe access issues at the new cargo complex. The connecting
road to the development has only one point for access and egress. Because of the limited
depth of the truck court, maneuvering vehicles is problematic. The larger gateways, MIA,
LAX, and ORD all have access issues because of regional ground traffic levels. A second
major problem which exists at all domestic gateways is that older buildings have truck
aprons planned for trucks that are 40 feet long or smaller, creating docking and operating
issues. Future planning at JFK includes truck courts with a 150-foot depth to avoid these
issues. No access issues were identified at YYZ.

Internationally, there is far more limited use of large tractor trailers. Nevertheless, the
existing airport in Dubai suffers from access and operating issues. The older cargo facility
at GRU has very poor access because of the depth of the truck apron and the roads around
the airport where congestion is getting worse. PVG has the most efficient off-airport access
with a controlled entry point designed for trucks, and with the capacity of 16 manned gates
for both security and expedited clearance. FRA has a substantial cargo village on the south
side of the aeronautical infrastructure. Access has been planned and incorporated into
FRA’s airport plan and reduces ground traffic and increases shipping efficiencies.
A 1,000,000 square feet expansion is planned at FRA for the near future. LHR has no
unique problems but offers no unique solutions to the access issue. YYZ has less ground
traffic and access is good, although the traffic flows are more a function of volume rather
than design.

A common concern among all the airports compared that impacts trucking operations is
insufficient and/or poorly located auto parking for customers and employees. This often
causes maneuvering problems on the truck aprons and delays in accessing the cargo bays.
Future cargo facility planning at JFK should segregate trucks from autos. (Removal of auto
parking from direct adjacencies to the warehouse has the added benefit of reducing theft).

Issue 3 A cost reduction program for tenants and users of on- and off-airport
facilities.

While the airports compared are sensitive to costs, there are no formal cost-reduction
programs in place. LAX at one point had developed an incentive program linked to
controlling costs at the proposed new cargo development at ONT, but it was never
implemented. Part of the issue at these gateway airports is the impact of demand on
pricing. Historically, capacity has been a concern at the major gateways and the environs.
With demand high, pricing was a secondary concern on- and off-airport. The airport and
local property owners were, therefore, in a strong negotiating position, and rates and
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related fees remained high. U.S. airports operate under an FAA mandate to be financially
self-sustaining by making the pursuit of revenues consistent with a higher “mission” for a
not-for-profit operation. A number of secondary airports have added incentives to reduce
landing fees and fuel flowage fees, where demand needs to be stimulated there is typically
more flexibility in rate structures. DXB has been criticized for extremely high handling costs
and has in fact lost business to neighboring airports in Sharjah and Bahrain because of fees
and because of delays in handling cargo.

The most important comparisons for costs, however, remain with the domestic airports.
To understand relative costs for an operation (exclusive of fuel costs and leasing which is
driven in large measure by regional property costs), the Team developed a composite of the
costs related to the handling of a 747-400 cargo freighter and the distribution of its cargo.
A blended rate over a five-year period was used. Several airports requested that actual
costs not be included because of on-going discussions with tenants and users, so an
overview of the relative rate structures was prepared and is shown in Figure 5.2-1,
Relative Cargo Operating Costs, below. The domestic airports are shown as a
percentage of JFK.

Figure 5.2-1 RELATIVE CARGO OPERATING COSTS

100%

M Trucking Costs
M Aircraft Parking Fees
B Warehousing

. ® Ramp Handling
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What is most significant about this comparison is that MIA, LAX, and ORD costs are
approximately 70 percent of JFK. What this graphic also reflects is the impact of trucking
on the overall cost of an operation. The difference between JFK and ORD is relatively small
except for the trucking costs. Recent landing fee increases at ORD are included in the
numbers. The New York tolls, special access fees to JFK, the restriction on 53-foot trucks,
and the proliferation of trucking competition in the mid-west give ORD a substantial
advantage and strongly suggest that JFK needs to respond.
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ATL surprisingly, has the second highest costs, but as the graphic indicates this is due to the
cost of trucking. ATL has less volume and fewer trucking companies to compete, which
keeps rates higher than at JFK where, although labor costs are higher, greater volumes and
competition because of the population base and the seaports provide mitigation.

More recently, as the economy has become more problematic and demand has declined,
U.S. airports have begun to look at opportunities to generate additional revenues other than
raising fees. The primary focus is the development of property for commercial purposes as
well as for businesses that directly support cargo operations. None of the gateway airports
has pursued this to date. MIA, LAX, and ATL have physical constraints that limit the ability
to develop property. ORD has substantial property (equal to the size of JFK) available for
this type of property development. If successful, this land use gives an airport the ability to
reduce carrier operating costs, and generate substantial additional revenues. Based on the
planning concepts and strategies in this Plan, JFK would have the opportunity to pursue this
type of development which could help grow cargo, on a limited basis.

Issue 4 Competitive and modern leasing policies and practices.
Leasing rates outside of the U.S. are not relevant on a comparative analysis for JFK.

There are essentially four categories of properties on which an airport and municipality need
to focus. For the air cargo industry, these categories each have a different value based on
operating need. These are listed below from lowest to highest value.

1. Off-airport facilities — have no connection to aeronautical infrastructure. Access to a
carrier-served air cargo operation is typically by truck.

2. On-airport facilities without access to the airside facilities - these facilities also do not
have access to the airside, but their location on-airport gives them added value from
marketing, operating, and security perspectives. These facilities have the benefit of
airport policing and landside infrastructure including roadway geometry that
facilitates trucking operations.

3. On-airport facilities with restricted access to the airside facilities — are typically
designed for carriers that do not use freighters. The buildings have airside doors
that are accessible via a tug and cart system although there is no adjacent ramp.
There is additional value in these buildings because cargo can reach an aircraft
without the use of a truck.

4. On-airport facilities with adjacent aircraft apron - are critical to large carrier freighter
operations and to integrators like FedEx and UPS where the lack of adjacent ramp
could cost money and time. From an aviation perspective, facilities with adjacent
ramp and direct aeronautical access have the most value for cargo operations.

Of all the gateways in North America, JFK has the most available property, the most
non-viable facilities, and the highest rent structures for cargo. Factoring in the generally
higher property values associated with the City, this creates substantial challenges for
leasing existing facilities and developing new ones on the Airport. The off-airport issues are
to some extent similar — high rental rates and for the most part aging properties.
Nevertheless, there is demand for both new and older properties off-airport. For U.S.
gateways these areas, such as Springfield Gardens across from JFK, represent the domestic
equivalent of a “cargo village.” They are attractive for customs brokers and freight
forwarders and a range of other ancillary and supporting businesses for which proximity to
an airport is very important.
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Historically these off-airport facilities typically lease for about 40 percent of the rate for an
on-airport air cargo facility with ramp. This relationship is fairly constant for all airports,
large and small. The disparity in rates takes a potentially large leasing market of on-airport
properties out of the picture. However, as the financial pressures on airports increase,
more are beginning to explore new leasing policies and practices to encourage new
tenancies and the expanded participation of third-party developers in the construction of
cargo and commercial facilities. It is important to note that commercial facilities may, in
certain instances, require the approval of the FAA. This is consistent with their
responsibility to ensure the preservation of national aviation assets.

The comparative cost of airport gateway properties is illustrated in the following graphics.
These figures represent average rates over the past five years based on information
received from the airports, previous surveys, and document research. Because of requests
from airports to maintain a level of confidentiality regarding specific rates, the numbers as
indicated are relative with JFK expressed as 100 percent. Figure 5.2-2, Relative Airport
Warehouse Rent Per Square Foot — No Ramp, indicates a blended rate for properties
that have no adjacent ramp. The significant factor is that JFK is at least twice the rate of
other airports.

Figure 5.2-2 RELATIVE AIRPORT WAREHOUSE RENT PER SQUARE FOOT — NO
RAMP
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Figure 5.2-3, Relative Warehouse Rent Per Square Foot — Ramp Access, indicates a
blended rate for properties that have adjacent ramps. The significant factor is that rates at
JFK are much higher than the rate at other airports.

Figure 5.2-3 RELATIVE WAREHOUSE RENT PER SQUARE FOOT — RAMP ACCESS
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The ground rent is the annual cost per square foot of land. In this category, JFK’s
differential with the other gateways is not as substantial but still is in the 20 to 30 percent
range as compared to three of them. The ground rents at ORD as well as the warehousing
rents are significantly lower. This is due in large measure to the business deals that the
airport structured years ago to secure the tenancies of American and United Airlines, and a
number of international carriers. This differential will decrease as leases expire and ORD
implements more market-based lease structures. The ground rents are shown in
Figure 5.2-4, Relative Ground Rent Per Square Foot.

Figure 5.2-4 RELATIVE GROUND RENT PER SQUARE FOOT
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The graphics clearly indicate that JFK is less competitive from a cost perspective in the area
of facility and ground rents. Despite the presumed influence of the Region, the
differential in the actual costs to the carriers and the other components of the
logistics chain is a concern and should be addressed.

There are other leasing and fee-related policy/practice issues that impact costs to carriers
that differ from most other gateways.

1. Lease length for new development. Other comparative airport gateways are adding
extension provisions to ground leases on new development that enable developers to
amortize investments in new projects over 35 to 45 years.

2. Tiered ground rental structure. ORD and MIA have begun to implement tiered
pricing for ground rents which essentially reflect the categories discussed earlier in
this Chapter. Many non-gateway airports have moved to this type of approach to
stimulate on-airport development and broaden the leasing market to include customs
brokers and freight forwarders.
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3. Residual Value. This is the potential leasing value or lost revenue stream of an
empty building that a developer must pay in order to take a building down.
For facilities that are viable this is a real number. For non-viable facilities this is an
additional financial burden on new development that inflates the rental structure.
This was not identified as a policy at any other gateway. The Port Authority has
indicated that it has abandoned this concept.

4. Commencement of ground rent. Typically airports defer receipt of ground rental
payments until construction is substantially complete or the date of beneficial
occupancy. This has become fairly standard practice since September 11, 2001, and
reflects sensitivity to the dramatic fluctuations in the marketplace for new facilities.
JFK historically required rent payments commencing with the signing of the ground
lease but has indicated that this will no longer be the case.

5. Common use facilities. This essentially is a facility built by a developer and leased to
a handling company. Much of the revenue accruing to the airport is derived from a
negotiated percentage of handling fees. This works if the basic ground rent takes
what into consideration and rates are linked to volume discounts. JFK appears to be
the only gateway with this arrangement, although ATL’s most recent cargo facilities
are all operated by handling companies.

6. Rent escalators. Most airports include an escalator clause on leasing agreements.
Typically this is tied to a Consumer Price Index (“CPI”) or other market-linked
benchmark. This tie to market value has, in many instances, helped mitigate
financial impacts on tenants. In some instances the adjustment is made after a
five-year period. JFK appears to be the only gateway that has an either/or option
which guarantees a rental increase every year regardless of trends in the market.

7. Percentage fees on cargo handling. Under this policy, cargo handling companies pay
a percentage of their gross revenues to the Port Authority. Of the gateway airports,
only MIA has a similar policy.

8. Percentage fees on subleases. This exists at only one other gateway airport other
than JFK and is considered to be a good business practice. It is sometimes difficult
to monitor and the scope of this comparative analysis effort did not probe this
practice with the other airport regarding its audit practices.

9. City Partnerships. The cost of money is one of the keys to controlling the overall
financial impact on tenants and users. Gateway cities are typically very supportive
of air cargo development. The Atlanta Economic Development Corporation (“EDC”)
actively partners with ATL on marketing and financing cargo-related projects and
other cities help sponsor cargo-related activities and their links to regional economic
development. It is not unusual for the municipality to help fund cargo development
or incentive programs to attract new business. The use of a city financing entity to
help reduce interest rates would be of substantial benefit.

In summary, of the gateways, the Port Authority leasing policy appears to be the most risk
averse, and the one most heavily slanted towards the Airport. The consensus from the
development community is that the combined impact substantially inflates rental rates and
related fees to tenants and users.
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Issue 5 Infrastructure financing strategies for off-airport facilities.

Internationally the development of supporting cargo facilities is handled in a variety of
ways. In GRU there is very limited related off-airport development. Customs brokers and
freight forwarders typically have their own facilities some distance from the airport.
Upon occasion there will be some grouping but nothing that would warrant a sponsored
infrastructure development. In Dubai, the Emirate is developing a freight forwarder
complex with a planned capacity of 120 million tons a year to support the seaport and DXB.
In Shanghai, the City, in partnership with a developer, sponsored the creation of a
10 million square-foot Logistics Park with direct access to PVG. In Frankfurt such
development has been incorporated into an overall airport development plan.

The off-airport infrastructure in North America, and around LHR, is similar in that it has
developed incrementally, largely under the auspices of a diverse grouping of private
property owners who either developed or purchased multiple properties and focused their
use on air cargo support. The properties surrounding JFK are a clear example of how this
business segment has evolved. In the instance of mature airport facilities, the surrounding
roadways and the connections to the Airport are for the most part incompatible with modern
operating requirements and equipment. JFK’s positioning relative to other U.S. gateways is
therefore comparable.

There are two broad issues that must be considered when looking at the financing of
off-airport infrastructure. The first is with regard to the availability of funds.
Typically federal funding would have limited applicability to an off-airport cargo project
because of the levels of interest from the private sector. Provided there is a demonstrable
need, other public funding sources such as the state or municipality must frequently choose
(assuming that dollars are available) between investment in an off-airport facility or
allocating funds to the airport. The fact that airports are not-for-profit organizations, as
mandated by the FAA, has a substantial public impact that requires most controls and
operating with a set of public service-oriented business goals, which makes the use of funds
for off-airport project problematic.

The second issue in a mature environment is fragmentation of the real estate market.
The challenge is to create a “development zone” to which any infrastructure funding
mechanism or benefits/incentive package can be applied. This will involve a focused and
strategic effort to integrate multiple private partners into a single property reuse or
development concept, and the structuring of a combination of appropriate city benefits and
incentives with other available funding options. These programs range from corporate
self-funding to government grants. Often, off-airport infrastructure projects are funded with
a combination of several of these programs.

Issue 6 An aggressive rebranding and marketing campaign.

This issue has two elements. The first is determining the new image of JFK and the second
is marketing that image and related services, facilities, and amenities to an industry that
has a fairly firm perception of JFK and the Region. The latter element is a common concern
to virtually every airport and certainly to gateway airports. The first element — rebranding —
is an area of potentially greater concern and far greater complexity that is, at least for the
current time, unique to JFK. There are several reasons:

1. Cargo facilities are not typically the most aesthetically pleasing on an airport. At JFK
the age of many of the facilities, the percentage of vacant buildings, the
non-structured configuration and orientation of the buildings, and the overall
condition of adjacent properties combine to give a fairly negative perception of the
physical environment.
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2. The cost of doing business in the City is relatively high to begin with. The cost of
shipping through JFK is substantially higher than through every other airport in the
U.S. This includes the total cost to handle and distribute cargo as well rental rates
generated by leasing policies and practices.

3. The years of undeserved negative press on security have not been addressed and
continue to cause misplaced concerns with the shipping community.

4. The quality of handling services varies from company to company and within
companies from airport to airport. Issues with service at JFK are often tied to
value — that is the quality of the service for the price. Because of the overall cost of
doing business, local handling companies have, in the past, paid low wages and as a
result the quality of the staff has suffered. There are no indications that this is the
current situation, but the perception of less than optimum service exists in the
industry.

The single most important thing however that needs to be done is the creation of an image
and theme around which these other elements can be addressed. Of the other gateways,
only MIA has created a real identity through conscious effort as the door to the South.
ORD is the Midwest distribution hub and features its carriers on its website, and LAX is the
connection to Asia. These affiliations are more through geography than conscious
marketing focus. ATL talks about its new facilities because it lacks a geographic
differentiator. JFK on the other hand is the gateway to a mature European market which
does not entice new entrants. To be fair, with the exception of MIA, there is little “image”
marketing by the gateways because the airports are known in the industry, and are typically
an airport of choice for international trade. This is an opportunity for JFK to reestablish an
image in the industry and redefine itself as a “new” cargo airport.

It is in the area of actual marketing that JFK substantially differs from other competitors.
Internationally, DBX is perhaps the most aggressive largely because of the efforts of
Emirates Airline which is owned by the government who also owns the airport. As a result
DBX, through the carrier, is represented at every major cargo conference in the world and
in a constant multi-media campaign. FRA, too, through its affiliation with Lufthansa is able
to market itself fairly extensively in trade shows, and separately through other trade shows
and conferences. Its website features air cargo and the facilities the airport offers. PVG is
unique in that it offers its performance standards for industry review on the website, in
addition to the other more standard descriptions of services and facilities. YYZ is very
active in conferences and in marketing trips. Canadian airports frequently market together
to economize on costs and present a set of alternatives to more traditional gateways into
North America. YYZ's website is well constructed but the content does little to distinguish
the airport. What is significant is that they have reduced landing fees for cargo operators
by 47 percent since 2007. GRU is not particularly active in marketing internationally
because of its very constrained environment and because of national privatization
initiatives.

Domestically, all the competing gateways are active either directly or through the utilization
of consulting services. ATL travels extensively for both marketing trips and conferences.
They have had recent and frequent visits to the Middle East, Asia, Europe, South America,
and Africa. They are also sponsoring in partnership with the City of Atlanta,
The International Air Cargo Conference (“TIACA”) event later this year in Atlanta. This is
arguably the biggest and most important air cargo conference in the industry. MIA also has
a substantial presence at conferences and in market-related travel. MIA’s focus is primarily
Latin America and they have been extremely successful due in large measure to geography.
Marketing MIA has become less onerous over the past two decades as the Latin culture and
business community have become deeply embedded in Miami and help extend and
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strengthen the outreach efforts. MIA also sponsors and hosts the bi-annual Air Cargo
Americas Conference which attracts as many as 9,000 participants from all over North and

South America.

LAX has relied on consultants for the past fifteen years to assist with air cargo marketing.
At one point they employed three separate firms working on different cargo marketing and
development efforts. They maintain a focus on Asia and are active in conferences related to
cargo development. ORD is less active than the other gateways at the staff level, but more
active than any other airport at the executive level as far as conference participation and
outreach. Staff travel budget is constrained and has been for the past several years.
ORD instead relies on developers to handle a large portion of their marketing. With nearly
1,000,000 square feet of new facilities ready to come on line over the next five years, the
private sector is marketing the new development and the airport heavily.

JFK is the only gateway airport without a marketing budget (other than employee salary) for
air cargo. There is no participation in cargo conferences (other than the Airports Council
International-North America (“ACI-NA”) Cargo Conference), there are no international
marketing or business development trips focused on cargo, and there is no recent updated
marketing material. It is fair to say that over the past five years the New York market as
well as the entire industry has suffered financial setbacks. Nevertheless, the rationale that
in a down economy marketing is the first expense to be cut does not always pertain
particularly when there is long change times involved with carrier route strategies. This has
left JFK in a position from which it cannot proactively address the image issues it faces, or
present opportunities to emergent carriers and markets.

5.3 THE CATCHMENT AREA

One of the key elements in a typical analysis of cargo potential is the identification of a
“catchment” area — that is the geographic region that an airport’s cargo operation supports
in the movement of both inbound and outbound products. Most airports define this area as
anything within a day’s drive by truck, or roughly a circle around the facility with a radius of
between 400 and 500 miles. The reality is that this is typically not how a catchment area
should be determined. Other factors such as roadway systems, trucking costs, geography,
and most importantly competing airports are extremely important. For JFK, the catchment
area is both constrained, and paradoxically virtually unlimited.

From the perspective of geography, JFK is situated on an island which is a major factor in
limiting roadway access. Secondly, the Airport’s coastal location is bounded by the Atlantic
Ocean which effectively cuts the catchment area in half. From a competitive standpoint
Exhibit 5.3-1, JFK Catchment Area, illustrates the overlapping areas of JFK, ORD, and
ATL — three of the five primary U.S. cargo gateways. (Note that Memphis International
Airport (“MEM”) the hub of FedEx, and Louisville International Airport (“SDF”), the UPS hub,
are considered consolidator facilities as opposed to gateway airports. Both of these would
have catchment areas that overlap that of JFK.)

ﬂLEB Chapter 5 — Competitive Analysis | Page 24
May 2012




TECHNICAL REPORT JFK AIR CARGO STUDY

NEW YORK CITY ECONOMIC DEVELOPMENT CORPORATION | THE PORT AUTHORITY NEW YORK & NEW JERSEY

Exhibit 5.3-1 JFK CATCHMENT AREA

JFK Catchment Area Redefined

Within JFK’s Catchment Area “circle” are other airports such as YYZ, PHL, Boston Logan
International Airport (“BOS”), Detroit Metro Airport (“DTW”), and Dulles International
Airport (“IAD”) that compete for many of the same markets, and over the past ten years
have expanded their services to do so more effectively. The Catchment Area expansion has
come in the form of new belly capacity in wide-body aircraft. The result is that JFK’s
physical catchment radius is altered by the competing presence of these other airports.
The overlap that exists among JFK, ATL, and most importantly ORD - is very important.
As a result of the tightening finances in the air cargo industry there have been modal shifts
to trucking from air on domestic routes. International air cargo operations also tend to seek
the lowest costs that will still allow for time-definite delivery. ORD because of its regional
concentration of trucking activity and location in the Midwest have lower costs that attracts
air cargo that can be trucked east rather than cargo flown into JFK and trucked west.
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Nevertheless, because of its diversity of markets and lift, as Figure 5.3-2, Trucking
Service to JFK, indicates, JFK attracts cargo from a wide range of markets. The Official
Airline Guide (“OAG”) provides a partial listing of trucking services (the dots in the graphic)
of markets that connect with JFK. This illustrates that the region and the Airport attract
shipments from an atypically broad region from points as far away as Miami and Vancouver.
Forty points of origin west of Chicago are included in the map reinforcing the diversity of the
markets that JFK serves and indirectly the potential for sustaining the Airport’s perceived
position for long-term growth in cargo.

This geographic dispersion reflects the powerful attraction of the JFK market for
international shipping. It also demonstrates that JFK is driven by markets and routes by
which commodities can reach a wide range of international locations, rather than by the
commodities which are discussed in the following section.

Figure 5.3-2 TRUCKING SERVICE TO JFK

400 Miles.
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54 COMMODITIES

54.1 INTRODUCTION

This section examines the composition of JFK’s air trade. It shows that JFK’s air cargo
includes a very wide mix of items that reflects the diversity of the American economy and
the worldwide network of routes that serves the Airport as a major gateway facility.
While the traffic mix follows several patterns, no single group of commodities dominates
traffic at the Airport or represents a high-potential target market.

54.2 DATA ISSUES

Traffic volume analysis information came from the Department of Transportation’s air traffic
databases. These databases consolidate statistics that are submitted by the airlines serving
all airports. A second source of data — the statistics prepared by the Census Bureau of the
United States Department of Commerce was also used. This data is an assembly of import
and export data for both quantity and product value by trading partner, port, true state of
origin or destination, and mode (vessel or air). The export data include information on the
export district through which the goods were exported and are compiled primarily from the
Shipper’s Exports Declaration forms filed with Customs and Border Protection (“CBP”).
Import data is compiled from import documents filed electronically with CBP.

The Census Bureau produces several databases of differing levels of aggregation. No single
database provides the true state of origin/destination, the commodity, port or foreign
trading partner. This study’s analysis used the Port Authority’s databases for exports and
imports. These express commodity flows by six-digit Harmonized Commodity Code, foreign
trading partner, port of export or import, and mode (air or vessel). A less product-specific
analysis using a two-digit code was considered but not utilized because the information
produced would be very generic and not particularly useful in identifying targets for future
marketing efforts. The work also examines trading flows by true state of origin or
destination for the states nearest to New York City.

5.4.3 COMMODITY-DEPENDENT AIRPORTS

Each airport’s air freight business reflects the specific local circumstances, particularly the
manufacturing base. The inbound and outbound markets are often very different in
commodities shipped, average yields, shippers, and seasonal patterns.

Single commodities or shippers dominate air cargo at many airports. A particularly common
pattern involves developing nations. The airlines often have a steady flow of manufactured
goods, unaccompanied luggage, machinery, and pharmaceuticals into the airport. However,
the country may have a limited manufacturing base. Airlines will then obtain very low
volumes of outbound traffic. They will often develop special commodity rates for certain
items such as cut flowers, fruits, vegetables, or raw materials. These routes allow local
producers to export perishables into the developing countries. This process has made
Kenya a major supplier of foodstuffs to Western Europe. Colombia, Ecuador, and other
countries in Latin America are important exporters of cut flowers.
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China Airlines operated all-cargo flights to Nashville, TN primarily to serve a large Dell
production facility. All-cargo aircraft carry hanging garments from the Far East to
Rickenbacker Inland Port, south of Columbus, OH to the nearby warehouses of The Limited.
In these instances, the airport’s cargo traffic is dominated by one commodity and/or
shipper. While certain commodities and shippers may dominate certain JFK flights,
destinations or carriers, the scale and diversity of its cargo business means that no
commodity is of unusually large importance.

54.4 AIR FREIGHT COMMODITIES AT JFK

Appendix C and Appendix D summarize the largest commodities by volume moving
through JFK to every major world region. Although the Department of Commerce
databases record traffic by nation, the appendices have consolidated the traffic by world
region according to the following definitions:

Africa All of Africa, including Egypt

Asia Northern Asia, Russia, China, Japan, Korea, all nations south
and east of Bangladesh including Indonesia and Brunei

Caribbean and Mexico, all continental nations north of Colombia. All island

Central America nations including the Bahamas, Bermuda, the Leeward and
Windward Islands, etc.

Canada All of Canada

Europe Iceland, all of Continental Europe including the new nations of
the former Soviet Union. Excludes Turkey

Middle East and Turkey, Armenia, Azerbaijan, all of continental Asia west of

Subcontinent China and south of Russia. All of Indian Subcontinent west of
Myanmar and east of the Mediterranean, Red, Marmara and
Black Seas.

Pacific Australia, New Zealand, New Guinea and island republics in the
Pacific Ocean

South America Continent of South America, Falkland Islands, and Caribbean

islands governed by countries in South America
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Table 5.4-1, Exports by Commodity, 2010, summarizes the composition of air cargo
exported through JFK. The top 15 commodities are ranked in terms of total weight
transiting JFK. Appendix C provides detailed information by commodity and world area.

Table 5.4-1 EXPORTS BY COMMODITY, 2010

Total U.S. JFK Traffic JFK Share

Value Weight Value Weight Value Weight
($000) ~ Tons  ($000) @ Tons  (90)  (90)

Lobsters and parts

30622 thereof 157,167 13,615 107,190 9,506 68.20 69.82
Civilian aircraft

880000 [ engines and parts 40,778,272 55,697 8,399,672 8,403 20.60 15.09

490199 | Bibles 635,403 24,434 227,366 8,308 35.78 34.00
Machines
manufacture

848620 | semi-conductors 7,848,248 29,168 854,513 6,746 10.89 23.13
Titanium oxide

320619 [ pigments 19,379 9,235 13,602 6,231 70.19 67.47
Chemical-metal

848610 | polishers 858,239 8,999 728,908 5,784 84.93 64.28

330499 | Baby oils 494,986 14,881 177,914 5,255 35.94 35.31
Electrical
conductors
without

854449 | connectors 222,416 26,2515 43,463 4,860 19.54 18.51
Other food

210690 | preparations 349,754 25,579 56,817 4,752 16.25 18.58
Other paints,
varnishes,

320890 | ethylene polymer 58,674 19,913 10,967 4,678 18.69 23.49

382490 | Fuel oils 614,078 40,391 54,973 4,272 8.95 10.58

330300 | Colognes 393,111 7,976 204,777 4,260 52.09 53.42

841989 | Glue pots 395,420 7,648 217,273 4,237 54.95 55.40
Ferrite core

690919 | memories 174,728 5,509 96,113 3,925 55.01 71.26
Plate, film non-

392099 | cellular plastic 347,720 5,643 250,267 3,904 71.97 69.19
Other 339,009,032 3,135,064 70,313,403 465,517 20.74 14.85
Total 392,356,627 3,430,006 81,757,219 550,639 20.84 16.05

Source: United States Bureau of the Census Ports Database

The table above highlights the importance of sea foods. Live lobsters are widely shipped by
air because of a large value per unit weight and their perishability. Highly advanced
technical items are also important, as evidenced by the large quantities of aircraft engines,
machines for producing semiconductors, and computer core memories. JFK’s air freight
exports are of relatively high value, as shown by its greater share of the total value than the
total weight. However these 15 categories do not represent the core of the market nor do
they have unique points of origin or destination in volumes sufficient to justify a special
marketing focus. Many new gateways have obtained international services and have
diverted traffic from JFK. Historically, substantial amounts of seafood were trucked from
Boston to JFK for shipment. Because of new capacity at BOS this is no longer the case.
These new services at BOS are primarily a response to air passenger demands.
The airlines, in general, have filled the by-product air cargo capacity by discounting, and
attracting low value per unit weight items.
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Table 5.4-2, Imports by Commodity, 2010, summarizes the commodity composition of
JFK’s imports. Appendix D shows detailed commodity-specific data by world area.

Table 5.4-2 IMPORTS BY COMMODITY, 2010
Total U.S. JFK Traffic JFK Share
Value Weight Value Weight Value Weight
($000) Tons (¢:]0]0]0)) Tons (%0) (%0)

847130 Motherboards 26,688,108 144,586 3,151,720 16,476 11.81 11.40
Jeans,
women's and

620462 girls’ 590,851 35,316 265,389 15,295 44.92 43.31
Articles
Exported and

980100 returned 23,446,032 68,659 3,626,368 13,716 15.47 19.98
Sweaters, of

611020 cotton, knit 852,666 37,938 299,219 12,628 35.09 33.29
Printing
machinery

844399 using plates 2,062,076 27,376 1,048,473 11,032 50.85 40.30
Cocks,

848180 plumbing 1,027,478 74,086 87,221 9,612 8.49 12.97
Fish fillets,
frozen or

30419 chilled 808,624 97,587 74,286 9,566 9.19 9.80
Jeans, men's

620342 and boys', o 334,177 21,766 140,989 8,647 42.19 39.73
Specialized
medicines for

300490 cancer 25,587,724 47,327 3,882,962 8,525 15.18 18.01

70960 Pimenta, fruits 64,624 26,634 14,052 6,651 21.74 24.97
Dress shoes,

640399 leather upper 579,498 23,416 209,821 6,636 36.21 28.34
Sweaters, of
manmade

611030 fibers 475,220 20,182 148,292 5,614 31.20 27.82
Brooches,
other than

711719 precious 750,051 16,790 192,988 5,588 25.73 33.28
Polo shirts,
men's and

620520 boys 399,058 14,437 167,846 5,579 42.06 38.64
Chum (dog)

30212 salmon 167,010 27,480 32,828 5,393 19.66 19.62
Other 360,265,349 3,336,085 64,364,608 447,512 17.87 13.41
Total 444,098,545 4,019,666 77,707,062 588,472 17.50 14.64

Source: United States Bureau of the Census Ports Database

The imports data show a large diversity of products.

JFK has a relatively large share of

clothing items because of its proximity to the Garment District. JFK’s imports tend to be of
relatively high value per unit weight; a pattern similar to its exports.
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54.5

GEOGRAPHICAL PATTERNS OF WORLD TRADE AT JFK

The Census Bureau’s foreign trade databases provide information about the true origins and
destinations of cargo at JFK. Table 5.4-3, Exports 2010, summarizes data for the top
export destinations at JFK, ranked by weight.

Table 5.4-3

EXPORTS 2010 (All Countries)

Total U.S. JFK Traffic JFK Share

Value Weight Value Weight Value Weight

($000) Tons ($000) Tons (%0) (20)
United Kingdom 30,491,536 240,780 8,076,363 43,347 26.49 18.00
China 27,313,429 276,580 4,015,301 41,460 14.70 14.99
Germany 25,630,081 214,237 5,022,734 39,643 19.60 18.50
Japan 26,384,774 258,268 4,402,799 35,023 16.69 13.56
South Korea 16,119,835 165,496 3,299,349 34,328 20.47 20.74
Hong Kong 17,341,321 145,120 6,462,491 29,235 37.27 20.15
France 17,490,690 118,607 4,483,953 21,356 25.64 18.01
Italy 6,958,012 63,867 2,161,749 20,709 31.07 32.43
Belgium 10,574,034 64,671 3,528,719 19,716 33.37 30.49
Taiwan 13,964,731 101,327 2,096,660 17,711 15.01 17.48
Singapore 16,275,593 127,278 1,566,912 17,573 9.63 13.81
Netherlands 16,840,634 108,151 2,139,239 17,134 12.70 15.84
Israel 7,863,936 35,285 5,820,609 17,109 74.02 48.49
India 8,625,407 62,595 4,665,680 14,302 54.09 22.85
Australia 7,950,553 92,739 1,463,772 10,945 18.41 11.80
United Arab Emirates 4,348,147 52,480 1,371,233 10,386 31.54 19.79
Saudi Arabia 2,385,986 34,485 846,218 10,268 35.47 29.78
Spain 5,164,001 33,542 687,911 9,980 13.32 29.75
Switzerland 18,588,199 41,742 7,135,332 9,774 38.39 23.41
Brazil 14,230,622 135,654 663,368 9,213 4.66 6.79
Other 97,815,106 1,057,101 11,846,827 121,427 12.11 11.49
Total 392,356,627 | 3,430,006 | 81,757,219 550,639 20.84 16.05

Source: United States Bureau of the Census Ports Database

JFK has a large share of exports to Israel.
Asia. The small share of exports to Brazil reflects the dominance of the MIA gateway.

Its shares tend to be larger to Europe and to
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Table 5.4-4, Imports 2010, shows geographical patterns for JFKs imported air freight.
JFK has a considerably higher share of the value of exports than their weight. Its shares of
European imports tend to exceed those for Asia. It is particularly strong for imports from
Bangladesh and Pakistan. The U.S has relatively few direct services to either nation.

Table 5.4-4 IMPORTS 2010 (All Countries)
Total U.S. JFK Traffic JFK Share
Value Weight Value Weight Value Weight

($000) Tons ($000) Tons (%) (20)
China 98,894,394 1,105,830 11,364,362 167,516 11.49 15.15
Italy 10,958,893 122,188 3,583,313 35,962 32.70 29.43
Germany 27,339,408 309,166 3,580,322 35,423 13.10 11.46
United Kingdom 23,272,128 172,904 3,930,352 28,490 16.89 16.48
Japan 32,292,025 252,957 4,416,116 28,072 13.68 11.10
India 11,515,182 113,082 5,104,587 25,740 44.33 22.76
France 17,667,276 132,786 3,715,319 22,570 21.03 17.00
Israel 15,264,391 56,958 9,134,293 18,183 59.84 31.92
Netherlands 8,397,570 73,330 983,997 15,739 11.72 21.46
Switzerland 14,641,861 55,596 5,745,339 12,708 39.24 22.86
Taiwan 15,175,022 104,667 1,740,320 11,344 11.47 10.84
Vietham 1,260,882 52,602 227,797 11,006 18.07 20.92
Bangladesh 284,224 23,498 125,399 10,806 44.12 45.99
Pakistan 253,764 19,840 117,918 8,923 46.47 44.98
South Korea 17,841,739 93,640 660,583 8,729 3.70 9.32
Singapore 12,851,760 44,071 1,458,518 8,400 11.35 19.06
Thailand 8,671,585 71,335 918,660 7,758 10.59 10.88
Indonesia 1,778,274 38,716 245,182 7,508 13.79 19.39
Spain 2,342,433 25,222 548,615 7,200 23.42 28.55
Other 123,395,732 1,151,277 20,106,070 116,393 16.29 10.11
Total 444,098,545 4,019,666 | 77,707,062 588,472 17.50 14.64

Source: United States Bureau of the Census Ports Database
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54.6 REGIONAL TRADING PATTERNS

Appendix E shows the total value of exports by product for a four-state region
encompassing the states of New York, New Jersey, Pennsylvania, and Connecticut.
The table and the underlying databases from the Census Bureau do not distinguish between
goods moving by surface and by air. This region has several airports. JFK draws traffic
from a larger area, particularly because of its strong forwarder consolidation gateways.
This region has several large international air freight airports. Furthermore, the region’s
shippers, consignees, and forwarders use other airports outside the four immediate states,
such as BOS, IAD, Baltimore/Washington International Thurgood Marshall Airport (“BWI"),
Montréal Pierre Elliott Trudeau International Airport (“YUL”) and YYZ. These distortions
mean that the tables do not necessarily apply to JFK. Nevertheless, as the airport with the
largest cargo volumes, JFK must inevitably reflect the diversity of the commodities shown in
the tables. The direct discussions with JFK’s airlines and the forwarders confirmed the
diversity of exports and imports. Although certain products dominate certain routes, JFK
has a well-diversified commodity base.

Appendix F summarizes export trade by metropolitan area. New York region accounted for
the largest portion. In 2005, its share of the national total was 6.1 percent. This increased
to 7.3 percent in 2008, but fell to 6.5 percent for the first half of 2010.

Appendix G shows total imports entering the four-state region by commodity. Crude oil
accounted for the largest volume. It arrived by ship at refineries in New Jersey and
Pennsylvania. Other items such as ornamental diamonds, jewelry, and gold have very high
values per unit weight, and presumably arrived by air freight.

Appendix H summarizes import flows for the four-state region by trading partner.
The largest partners, Canada and Mexico, belong to the North American Free Trade
Agreement (“NAFTA”) zone of 1994. Most of the imports arrived by surface transport.
Almost all nations shown in the table have direct or nonstop services to JFK.

547 FUTURE TRADING PATTERNS

The total quantities depend on the overall competitiveness of JFK as an international
gateway. Many important airline industry trends, discussed previously, will affect the
quantity and characteristics of the air freight handled at JFK. These include bilateral
agreements, international alliances, the growth of air services at competing airports, the
consolidation gateways and road feeder networks of the freight forwarders, the types of
aircraft serving JFK, passenger and air freight unit revenues, the efficiency of JFK’s air
freight infrastructure, and other factors.

Macroeconomic conditions will also prove decisive. Exchange rates will affect the ability of
U.S. firms to compete in foreign markets. Although the last decade has seen the rapid
growth of China as an importer to the U.S., this pattern is by no means permanent.
Production costs in China are growing. The ongoing trade imbalance favors an appreciation
of the Yuan. The Beijing government is seeking to promote domestic consumption, and also
recognizes the vulnerability of its huge holdings of U.S. treasuries.

Eastern Europe, Latin America, and parts of South and Southeast Asia could become
important suppliers of imports. Africa is also experiencing economic growth, and could
emerge as an important source of manufactured goods. U.S. exports will likely consist of
very high value manufactured items, pharmaceuticals, and any commodities embodying
advanced technologies. The large U.S. foreign debt, budgetary deficit, and the
industrialization of many previously stagnant economies could result in a depreciating
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dollar. In the short term, the Euro will suffer from the untenable sovereign debts of certain
member states. In the longer term, any move by Europe’s “soft” economies to abandon the
Euro will strengthen the currency as an international medium of exchange and an
alternative to the Dollar as an international key currency.

Summary

JFK’s cargo operation, from a commodities perspective, offers both positives and negatives.
On the positive side, since the Airport does not depend heavily on one specific commodity,
the diversification of product shipped through the Airport, helps insulate JFK from external
events that could impact a core market or product. On a related vein, the diversity of lift in
terms of destination and frequencies attracts products from virtually all over the U.S.
The downside of diversification and the heavy interaction with trucked products and multiple
shippers makes it extremely difficult to effectively track initial sources and final destinations
of products. Additionally, because of the product diversification, isolating specific
commodity-driven markets is difficult and a focus on emerging geographic regions appears
more viable. What the analysis implies and discussions with the carriers confirm, is that
declines and conversely growth are best addressed through a comprehensive focus on cost
and regional service rather than specific market initiatives.

JFK’s principal commodities do not differ substantially from the generic grouping of products
that are typically shipped by air. They are of high value, light weight, and usually
time-sensitive. These include perishables — seafood, flowers, fruits, electronics, textiles,
machinery, engine parts, pharmaceuticals, and precious metals and ores. The six-digit
analyses contained in the Appendices demonstrate the diversity of products and markets
that typify a gateway operation. It is this diversity that may present an opportunity for the
Region to pursue. Of these product categories, JFK is a national leader in precious metals
and jewelry and textiles. A wide range of specific products pass through the Airport, and
the Region, both inbound and outbound. Consolidating these smaller product volumes into
a larger generic off-airport product center may enable the introduction of value-added
services to include packaging, security, wholesale delivery, retail delivery, and display and
exhibition. The critical element is that the effort would be service-driven based on generic
commodity categories.

55 THE EVOLUTION OF ROUTES

551 THE UNITED STATES ECONOMY — SHORT TERM

Macroeconomic factors are one of the primary drivers of the routing of air freight.
Directional balances of traffic and yields react quickly to exchange rates. A country

suffering a devaluation of its currency may need to curb its imports, but its exports will
become more competitive. Market forces then encourage airlines to adjust their rates.*

Sometimes, airlines may be reluctant to change their published rates. However, their confidential
contracts could be renegotiated, or escalation clauses may become active. Air freight offers
considerable scope for adjusting the effective rate, such as allowing shippers of general
merchandise to pay a special commodity rate designed to apply to bananas, or paying the rate for
a single loaded container, but tendering a loaded container and a large quantity of bulk items.
The airline can also absorb supplemental trucking costs or other charges.
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Widespread growth of consumer credit and capital gains in household properties encourage
strong consumption. From 2001 to 2007, most of the growth of the U.S. Gross Domestic
Product (“GDP”) resulted from strong consumer spending. Many of the goods were
manufactured in, and imported from the Far East, fueling the rapid expansion of
trans-Pacific air freight with a variety of partners — in particular China. In the process, the
U.S. has experienced a growing deficit on its accounts and covered the imbalance by selling
large quantities of U.S. treasuries to Asian central banks.

The economic downturn of 2008-2009 caused a widespread reduction in air freight traffic.
The reduced tax revenues, large stimulation payments, growing entitlement expenditures,
and the Irag and Afghanistan wars exacerbated a severe federal deficit. Many countries
now remain uneasy about their holdings of U.S. debt instruments. The U.S. current account
deficit suggests that a depreciation of the Dollar may be forthcoming. If this were to occur
it would favor outbound traffic but discourage imports. It could prove to be a substantial
stimulus for U.S. manufacturing. These are concerns that potentially affect all U.S. airports
and have no unique implications for JFK.

55.2 THE UNITED STATES ECONOMY — LONG TERM

Table 5.5-1, Real World GDP by Region, shows worldwide trends in GDP growth.
The mature economies of the U.S., South Pacific (mostly Australia and New Zealand), and
Europe have experienced a progressive slowing of economic growth. Their shares of world
economic activity have fallen. Japan has displayed even stronger trends. However, Japan’s
data have been combined with fast growing economies in the remainder of Asia.
In contrast, South America, Africa, the Middle East/Subcontinent, and Far East have
experienced accelerating growth.

Table 5.5-1 REAL WORLD GDP BY REGION

Share of World Total Annual Growth

1990- L 2000-

1990 2000 2010 2000 2010
United States 24.80% 23.63% 20.22% 3.11% 1.82%
Central America and Caribbean 5.49% 5.18% 4.50% 3.42% 2.26%
South America 6.25% 5.73% 5.85% 2.54% 3.45%
Europe 31.12% 30.86% 26.76% 2.18% 1.52%
Africa 3.92% 3.43% 4.05% 2.41% 4.88%
Middle East and Subcontinent 7.12% 8.01% 10.52% 4.93% 5.71%
Far East 19.75% 21.69% 26.71% 3.44% 3.81%
South Pacific 1.55% 1.47% 1.40% 3.18% 2.98%

Sources: World Bank, International Monetary Fund, Bureau of Economic Analysis. Calculations are based
Purchasing Power Parity methodology.
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Figure 5.5-1, Regional Patterns in Real American GPD Growth, portrays changes in
real GDP by U.S. region over the last two decades. Growth rates for 2000-2010 have
suffered from the 2008-2009 recession. The high unemployment, damage to the financial
systems, and the declines in household net worth suggest that a full recovery from the last
recession may require several more years. The reported rates for 1990-2000 benefited
from the weak 1990 base, with the uncertainties following the Iragi invasion of Kuwait.

Figure 5.5-1 REGIONAL PATTERNS IN REAL AMERICAN GDP GROWTH
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The lower 2000-2010 growth rates result both from the maturation of the U.S. economy,
and the sluggish recovery from the 2007-2008 recession. The Northeast experienced the
slowest growth over the 1990-2000 period while the industrial regions of the Midwest were
particularly hard hit by the 2008-2009 contraction.

The low growth in the Northeast will suppress the development of air freight in the region.
Traffic at the new inland growth centers will continue to expand, to reflect their region’s
growing importance.

Between 1990-2000 and 2000-2010 the growth of imports declined. The strong
performance of transatlantic markets (totals do not include oil-producing states) have been
favorable to New York and the U.S. as a whole. Europe-America traffic has been
increasingly fragmented among many new interior gateways. Any depreciation of the U.S.
Dollar arising from inflation, low interest rates, or debt servicing issues will suppress imports
over the next decades. A revival of imports will depend on the restoration of household
balance sheets. (Figure 5.5-2, Patterns in Real Imports Growth)

Figure 5.5-2 PATTERNS IN REAL IMPORTS GROWTH
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Real U.S. exports expanded more slowly in the period from 2000-2010 than in 1990-2000.
South America was the only exception. The relatively low growth of transatlantic exports
has led to reduced volumes of freight through many airports, including JFK — the primary
gateway for that market. (Figure 5.5-3, Regional Patterns in Real Exports Growth)

Figure 5.5-3 REGIONAL PATTERNS IN REAL EXPORTS GROWTH
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The last decade has seen the rapid emergence of China as an economic power.
The advisory firm Intercedent has predicted that rising wage levels and an appreciation of
the exchange rate will cause mid-tier manufacturing wages in China to reach parity with the
U.S. minimum wage by 2017.> This could cause a shift in manufacturing to developing
nations in Asia, Africa, and Latin America as well as repatriation of some functions back to
North America.

2 Toronto Globe and Mail, July 23, Andrew Hoitman, Made in China Takes on a Whole New Meaning
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Methodology

This Section discusses how industry trends such as liberalization, new types of aircraft, and
new cargo and passenger services help shape routing strategies for cargo and the resultant
impacts on traffic at JFK and other airports.

The U.S. Department of Transportation (“USDOT”) prepares and distributes high quality
aviation databases. These are constructed from monthly reports on activity submitted by
U.S. and foreign airlines, from which the USDOT then assembles key information.
The databases report, among other items the quantities of cargo, passengers, and mail by
flight segment and by the points of enplanement and deplanement. The databases report
the operating carrier, not the carrier marketing the flight. For example, an Aircraft, Crew,
Maintenance and Insurance (“ACMI™) flight will be reported according to the aircraft owner
rather than the airline that chartered the service. The reports provide no information about
the road feeder services (how and from where the cargo arrives at the airport). They offer
no insights on connecting traffic, whether from one aircraft to another or between aircraft
and trucks. North America-Asia services do present analytical problems.® Despite these
shortcomings, the USDOT databases are the most effective means to identify air freight
transportation patterns

Four databases, listed in Table 5.5-2, Major Department of Transportation Databases
Used in this Study, provide route-specific data on cargo traffic and were of particular
importance for this Study. The enplanement-deplanement databases provided most
information about traffic flows. The flight segment databases include the type of aircraft,
and offer valuable information about the air freight flows in the bellies of passenger aircraft
and on all-cargo equipment.

Table 5.5-2 MAJOR DEPARTMENT OF TRANSPORTATION DATABASES USED IN
THIS STUDY

Points Of Enplanement And
Deplanement

Domestic 28 DM 28 DS
International 28 IM 28 IS

Nonstop Flight Segments

The databases pose major challenges for analyzing U.S.-Asia trade. Several carriers operate large
sorting hubs in Anchorage. Shipments originating in the Lower 48 states that are off-loaded in
Anchorage are recorded as domestic traffic with a destination of Anchorage. Many of these items
are subsequently transferred to Asia-bound flights. The USDOT reports consider these items as
international traffic originating in Anchorage. This greatly overstates Anchorage-Asia air freight
traffic, and correspondingly understates the Asian traffic of many cities in the Lower 48.
A carrier-by-carrier analysis examined total Lower 48-Anchorage and Anchorage-Asia traffic.
The “true” Lower 48-Asia and Anchorage-Asia volumes were estimated by an allocation process.
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Appendix | summarizes a route-by-route analysis of JFK’s air freight. Table 5.5-3, Air
Freight Route Definitions, uses the following route definitions:

Table 5.5-3 AIR FREIGHT ROUTE DEFINITIONS

Region Route Definition

Africa All of Africa, including Egypt

Asia The Soviet Far East, Mongolia, China, Japan, Korea, all nations south and
east of Bangladesh including Indonesia and Brunei

Caribbean and Central | Mexico, all continental nations north of Colombia. All island nations

America including the Bahamas, Bermuda, the Leeward and Windward Islands, etc.
Canada All of Canada
Europe Iceland, all of Continental Europe including Russia, the Ukraine, and
Georgia. Excludes Turkey
Middle East and Turkey, Armenia, Azerbaijan, all of continental Asia west of China and
Subcontinent south of Russia. All of Indian Subcontinent west of Myanmar and east of

the Mediterranean, Red, Marmara, and Black Seas.

Pacific Australia, New Zealand, New Guinea, and island republics in the Pacific
Ocean
South America Continent of South America, Falkland Islands, and Caribbean islands

governed by countries in South America

The table in the appendix shows:

= Two-way air freight traffic in short tons for the market as a whole and for JFK, with
associated growth rates;

= Two-way traffic for other major airports. The airports chosen are based on two-way
traffic volumes for 2010. There are no arbitrary “peer airports” since different
airports are relevant for different routes.

= Total collective traffic volumes for those airports whose volumes are too small to be
included in the table. This total can encompass literally hundreds of airports.

= JFK’s share of total traffic;
= Qutbound traffic as a percent of total traffic for the total route and for JFK;

= The Herfindahl Index calculated by gateway airport. This is the sum of the squared
market share expressed as a percentage for each gateway. It measures the degree
to which traffic on a particular route is concentrated through a single gateway
airport. The maximum value is 10,000.

= The portion of the route’s traffic carried by integrated carriers.
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55.3 JFK PERFORMANCE, ALL ROUTES

The analysis of current and recent air freight traffic considers each route and several
attributes of traffic and capacity. This section considers each attribute as it applies to all
routes. The next section examines each route in turn.

Shares of Total Traffic

Table 5.5-4, Performance Summary for JFK Airport — Cargo Movements
2000-2010, summarizes JFK’s 2000-2010 performance. Total international air freight fell
by 22.9 percent over the full period. Total air freight for all U.S. airports grew by
11.9 percent over the ten-year period. JFK’s market share fell from 18.9 percent in 2000 to
13.0 percent in 2010. JFK’s traffic on every route substantially underperformed the market
as a whole. There was, however, some clear growth. The Airport’'s Canadian traffic
increased from new passenger services and integrated carrier traffic. Traffic to the Middle
East and Sub-Continent benefited from new services by Emirates, Etihad, Jet Airways,
Delta, and Qatar Airways.

Table 5.5-4 PERFORMANCE SUMMARY FOR JFK AIRPORT — CARGO MOVEMENTS

2000-2010
Total Route Growth Kennedy Traffic Growth \ Kennedy Share

2000- 2005- 2000- 2000- 2005- 2000-

pie]e]s) 2010 2010 2005 2010 2010 p{e]e]e] pie]e]s) 2010
Africa -28.0% 86.8% 34.4% -56.9% 65.7% -28.5% 80.1% 48.0% 42.6%
Asia 59.0% -0.1% 58.9% -0.2% -14.2% -14.4% 20.3% 12.7% 10.9%
Caribbean/
Central America -8.6% 7.2% -2.0% -11.3% -43.4% -49.8% 7.7% 7.5% 4.0%
Canada 139.8% -21.1% 89.3% 36.5% -15.5% 15.3% 2.3% 1.3% 1.4%
Europe -5.4% -7.0% -12.0% -16.7% -18.6% -32.2% 23.3% 20.5% 17.9%
Middle East/
Subcontinent 21.1% 110.3% 154.6% 20.2% 33.3% 60.2% 68.6% 68.1% 43.2%
Pacific 2.4% -12.7% -10.7% -52.1% 9.5% -47.6% 10.1% 4.7% 5.9%
South America 43.7% -3.6% 38.6% -18.0% 2.7% -15.7% 7.8% 4.4% 4.7%
Total 13.3% -1.2% 11.9% -12.4 -12.0% -22.9% 18.9% 14.6% 13.0%

Source: United States Department of Transportation Report 28IM, 281S

The Port Authority’s website shows a 26.0 percent decline in domestic and international air
freight. No single airport has been capturing traffic to JFK’s detriment. Rather, the last
decade has witnessed the continuing fragmentation of international services and traffic
that began in the late 1980s. Liberalization, hub-and-spoke systems, alliances, and aircraft
well adapted for long, low density services have helped international services to proliferate
from many gateways. Most new gateways individually handle relatively small volumes.
Collectively, they created new patterns for air commerce to the detriment of established
gateways such as JFK.

Figure 5.5-4, JFK Shares of Total Air Freight 2000-2010, traces the evolution of
market shares for each route. JFK’s share of traffic to Europe, Asia, South America, and
other well established (but still growing) routes has experienced a modest decline.
The Africa and the Middle East/Subcontinent routes are arguably the most dynamic
international markets. Before 2000, non-stop service from the U.S. to either area was very
limited, and the majority operated from JFK. Economic growth in both regions and the
introduction of the long range B-777, have helped traffic, and services grow rapidly from
JFK and other gateways.
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Figure 5.5-4

JFK SHARES OF TOTAL AIR FREIGHT 2000-2010
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Directional Balances

Few air freight markets have equal volumes in most directions. A weak backhaul can be
especially detrimental to pure freighter flights, since they must cover all expenses and
generate a profit from cargo alone. It can also represent an opportunity, since it indicates
unused capacity.

Figure 5.5-5, Air Freight Directional Balances: Outbound Traffic as Percentage of
Tonnage — 2010, shows directional balances in 2010 by route for U.S. international traffic
and for JFK. Specifically, it depicts traffic in tons outbound from the U.S. as a percentage of
outbound and inbound tons. A ratio of 50 percent shows a balanced route.

Figure 5.5-5 AIR FREIGHT DIRECTIONAL BALANCES: OUTBOUND TRAFFIC
FROM U.S. AIRPORTS AS aPERCENTAGE OF TONNAGE - 2010
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The volume measure understates the severity of a potential imbalance. An airline will
discount capacity in the “weak” direction, and conversely may impose surcharges for the
“heavy” direction. The weak direction can then suffer from both low volumes and low unit
rates. The revenue imbalance could be even larger than the traffic imbalance. Sometimes,
the airline can attract very large quantities of highly discounted traffic, and the weaker
direction could involve greater volumes than those moving in the strong direction.
The “true” measure of a directional imbalance is the revenues. Unfortunately, directional
revenue data for air freight is not available.

JFK, to some extent, follows broad industry trends. Its services to Central America and the
Caribbean tend to have weak outbound loads. Flights between the U.S. and Asia have, for
several decades, carried heavy loads into North America. This reflects the strong U.S.
demand for imports while outbound traffic is chronically weak. Canadian and Pacific routes
carry heavy outbound but weak inbound loads.
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Freighter Traffic

Figure 5.5-6, Percentage of Air Freight on All Cargo Aircraft — 2010, shows the
proportion of international air freight (inbound and outbound) carried on all-cargo aircraft.
A large ratio may indicate traffic flows that are too large to be accommodated in the bellies
of passenger aircraft or a large quantity of time-sensitive, premium traffic that can
command expensive freighter capacity.

Figure 5.5-6 PERCENTAGE OF AIR FREIGHT ON ALL-CARGO AIRCRAFT - 2010
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Geography is critical: African services are still developing, pure freighters are especially
important for the petroleum drilling activity in the Middle East, and all-cargo aircraft are
especially important for North America-Asia services. The very large quantities of inbound
goods substantially exceed the capacity of belly holds on passenger aircraft. Therefore, the
integrators, passenger airlines with belly space, passenger airlines that operate all-cargo
aircraft, all-cargo airlines, and ACMI operators all play important roles. Several all-cargo
operators help compensate for the limited space of narrow body passenger aircraft on
routes to Central America and the Caribbean. Routes to Canada have experienced the same
loss of belly capacity as domestic services because of the use of smaller aircraft.

General cargo typically moves by truck when possible to keep costs down. The large share
of traffic carried by pure freighters results from the integrators’ large presence and the
limited belly capacities of U.S.-Canada narrow body and regional jet aircraft. Integrators
and ACMI operators are active on the North America-Europe corridor. Airlines from the
Middle East have been launching new services to North America. Both Saudi Arabian
Airlines and El Al have long-established freighter services to JFK, and there are direct air
services between New York and the Pacific. QANTAS offers through passenger flights using
A330’s and a twice weekly high capacity 747-400 freighter. This offering results in JFK’s
strong reliance on pure freighters to the Pacific. Several carriers operate all-cargo services
to South America, mostly from Miami.
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In some industries, one company, one factory, or one geographical location can effectively
control production and marketing. In other industries, activity is scattered among many
producers, brands, and regions, and no one entity can obtain a commanding share of the
market.

The “Herfindahl Index” is a complex mathematical index that measures the degree of
concentration in an industry. The index equals the sum of the squared market shares
expressed as percentages of use entity. It ranges from O (a totally fragmented industry) to
10,000 (a monopoly). The Herfindahl Index usually measures concentration across firms.
However, a calculation of air freight shares for all U.S. airports over time can reveal
aggregate processes that would not be captured in a simple peer group analysis.
Table 5.5-5, Air Freight Concentration among U.S. Airports Herfindahl Index,
summarizes the results for each route.

Table 5.5-5 AIR FREIGHT CONCENTRATION AMONG U.S. AIRPORTS
HERFINDAHL INDEX

Route . 2000 2005 2010 |

Africa 6,551 3,372 2,923
Asia 1,313 1,154 1,103
Caribbean/Central America 3,102 3,098 3,057
Canada 670 983 2,406
Europe 1,041 916 825

Middle East/Subcontinent 5,033 4,905 2,287
Pacific 4,390 3,520 3,176
South America 6,157 7,252 6,893

Source: United States Department of Transportation Report 28IM

The concentration measures have increased for Canada because the integrators and their
hubs at MEM, SDF, Indianapolis International Airport (“IND”) and elsewhere are capturing
growing traffic volumes. The scheduled passenger airlines have been reducing air freight
capacity to Canada, mostly by operating smaller aircraft. Trucks increasingly carry much of
the general cargo to Canada. All-cargo flights from MIA enable it to maintain its traditional
dominance of South American traffic.

The other routes have experienced continuing fragmentation, with more U.S. cities
obtaining nonstop international services. The new flights weaken the traditional dominance
of a few large gateways such as JFK and LAX. The Herfindahl analysis indicates that JFK is
not threatened by a few particular gateways that are surpassing it. Rather, its markets are
becoming more fragmented, and it is losing share to many small and emerging gateways.
Most of its new competitors are individually minor, but collectively they are substantial.
Their growth is the result of international liberalization, domestic hub-and-spoke networks,
airline alliances, and aircraft developed for low volume, long distance routes.*

The very small Herfindahl scores for Africa are misleading. Total traffic volumes are very low even
from the largest gateways. Over 80 cities had charter flights to and from Africa during
2000-2010. Total charter traffic was large compared to scheduled traffic. These conditions
resulted in a very low Herfindahl score. U.S.-Africa scheduled traffic is heavily concentrated at
JFK, 1AD, ATL, and George Bush Intercontinental Airport (“IAH”).
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554 JFK’S ROUTE PERFORMANCE — 2000 TO 2010

This section examines JFK’s air freight performance for each route from 2000 to 2010.
The primary source of information is the DOT’s monthly 28IM report. This report captures
enplaned and deplaned passengers, air freight, and air mail.

Africa

JFK’s traffic to-and-from Africa fell by 28.5 percent (Figure 5.5-7, Performance of Africa
Routes 2000-2010). This contrasts with a 34.4 percent gain for total U.S.-Africa traffic.
Royal Air Maroc replaced its 747’s with leased 767’s that offered considerably less air freight
capacity. Similarly, South African Airways now operates A340s instead of Boeing 747-400’s
on its routes to JFK.

Figure 5.5-7 PERFORMANCE OF AFRICA ROUTES 2000-2010
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African traffic has benefited from that country’s economic growth, the widespread adoption
of open skies agreements, and development of oil reserves. The 777 can operate nonstop
U.S.-Africa services profitably with smaller loads than the 747-400. Since 2000, airlines
have started new services to Africa from IAD, IAH, and ATL. In 2000, most U.S.-Africa
services operated from JFK.

The graph shows African traffic for direct flights. However, large volumes of U.S.-Africa
traffic continue to transit airports in Western Europe. The DOT reports attribute any such
connecting traffic to the European airport and do not reflect the relationship to Africa for
through-U.S.-Africa flights.
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Asia

Figure 5.5-8, Estimated Performance of Asian Routes 2000-2010, summarizes traffic
at the key gateways for U.S.-Asia traffic. JFK’s traffic to the Far East fell by 14.4 percent
between 2000 and 2010 despite a 58.9 percent increase in total traffic. The gradual
liberalization of U.S.-China services has permitted ORD, Seattle-Tacoma International
Airport (“SEA”), ATL, EWR, and other airports to obtain nonstop services to Beijing Capital
International Airport (“PEK”) and PVG. The Japanese liberalization of 1998 initiated an
expansion that continued until 2005. UPS became a major presence after the 2000 award
of China authority. Much of the growth of Anchorage results from the integrators’ on-airport
sorting facilities. The merger with Northwest Airlines helped Delta restore JFK-Tokyo
International Airport (“HND”) services and inaugurate a seasonal Salt Lake City
International Airport (“SLC”)-HND route.

Most of the Anchorage traffic consists of connecting shipments. The presence of the
Anchorage transfer operations tend to overstate the traffic originating or terminating in
Alaska as reported in the DOT’s databases. The same process causes the DOT statistics to
understate the Asian traffic originating or terminating in the contiguous 48 states and
connecting at Anchorage.

Figure 5.5-8 ESTIMATED PERFORMANCE OF ASIAN ROUTES 2000-2010
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Caribbean/Central America

JFK’s international traffic to the Caribbean and Central America fell by 49.8 percent between
2000 and 2010 (Figure 5.5-9, Performance of Central American/ Caribbean Routes
2000-2010). Total route traffic fell by 2.0 percent. These changes reflect the continuing
fragmentation of international services. Charlotte, Atlanta, and other cities are obtaining
new routes to the Caribbean, and diverting traffic from established services.

The North Atlantic Free Trade Agreement (“NAFTA”) of 1994 stimulated U.S.-Mexico trade.
By stimulating trade and traffic, it also helped expand U.S-Mexico air services for many
city-pairs. The NAFTA agreement has therefore furthered the fragmentation of U.S.-Mexico
cargo traffic.

PERFORMANCE OF CENTRAL AMERICAN/CARIBBEAN ROUTES
2000-2010

Figure 5.5-9
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LAX has pursued and obtained additional capacity to Mexico. Swiss-based Panalpina Group
has a large gateway, at Huntsville International Airport (“HSV”), in Huntsville, AL and now
supports new ACMI flights to the region. JetBlue has been expanding services to the
Caribbean from JFK. However, it operates narrow-body A320 aircraft with limited cargo
capacity.
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Canada

Figure 5.5-10, Performance of Canadian Routes 2000-2010, displays U.S.-Canada
airfreight traffic between 2000 and 2010. In 2010, JFK ranked 10" among U.S. airports in
traffic to Canada. As discussed previously, the integrators have attracted most trans-border
cargo traffic. The airlines have increasingly served trans-border routes with regional jets
having little cargo capacity.

Figure 5.5-10 PERFORMANCE OF CANADIAN ROUTES 2000-2010
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Most New York City-Canada passenger flights operate from the EWR or LaGuardia
International Airport (“LGA”). Relatively few Canadian flights operate from JFK, and most
use regional jets that have negligible capacity for air freight. Cathay Pacific holds local
rights on its New York-Vancouver-Hong Kong flight. One of the very few Canada-U.S.
services operated either with a wide-body aircraft or a fifth freedom operator, this flight
accounted for 16 percent of JFK’s Canadian traffic in 2010. Substantial but unknown
quantities of general cargo travel by truck between New York and the airports of YUL and
YYZ.
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Europe

Total U.S.-Europe traffic fell 12.0 percent between 2000 and 2010. JFK’s traffic fell by 32.2
percent. Figure 5.5-11, Performance of European Routes 2000-2010, summarizes
traffic volumes at the leading gateways.

Figure 5.5-11 PERFORMANCE OF EUROPEAN ROUTES 2000-2010
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US Airways made a strategic decision to develop its Philadelphia-Europe services.
Philadelphia’s large population and its strong domestic feed make it an ideal gateway to
Europe. Philadelphia International Airport's (“PHL”) traffic grew by 23 percent.
United followed a similar rationale at IAD. IAD-Europe air freight grew by 6.9 percent. 1AH,
MEM and Dallas/Fort Worth International Airport (“DFW”)-Europe grew by 49.5, 44.8, and
22.3 percent, respectively. BOS’s traffic fell by 25.9 percent. It illustrates the shift of
traffic from traditional gateways to new interior hubs and integrated carrier hubs.

Traffic at the five largest gateways collectively fell by 23.4 percent over the past decade.
U.S.-Europe services best demonstrate the proliferation of flights at non-traditional
gateways. A previous section showed that in 2000, U.S.-Europe traffic was widely
distributed over many gateways. International liberalization, domestic hub and spoke
systems, twin engine wide-body aircraft with over water capabilities, and airline alliances
had caused a dramatic dispersal of U.S.-Europe flights over many non-traditional gateways.
This process continued, albeit at a decreasing rate, over the 2000-2010 period.
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The Middle East and Subcontinent

Air freight traffic between the U.S. and the Middle East/Subcontinent grew by 154.6 percent
between 2000 and 2010 (Figure 5.5-12, Performance of Middle East Subcontinent
Routes 2000-2010). Traffic at JFK grew by 60.2 percent. In 2000, the Airport already
had several services to the Middle East/Subcontinent. Other U.S. cities obtained their first
services to the Middle East and Subcontinent during 2000-2010.

Figure 5.5-12 PERFORMANCE OF MIDDLE EAST-SUBCONTINENT ROUTES 2000-
2010
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Three Gulf airlines, Emirates, Etihad, and Qatar Airways are developing their home bases
into worldwide hubs, serving primarily sixth freedom traffic.> They continue their U.S.
expansion beyond JFK, and one or more now serve Washington, Houston, Chicago, San
Francisco and Los Angeles. Emirates will shortly start serving SEA and DFW. It has publicly
said that it is examining further destinations. During this decade, American started
ORD-New Delhi nonstop flights, and United offers nonstop flights to New Delhi and Mumbai
from EWR. Turkish Airlines started nonstop flights to Istanbul from Washington and
Chicago. Air India started nonstop JFK-Delhi/Mumbai services in 2007. Flights had
previously operated via London. The airline started flights to EWR in 2002 and to IAD in
2009. United Airlines now offers nonstop flights from IAD to Kuwait and Dubai. Delta flies
nonstop to Dubai from ATL. JFK arguably has the most diversified and robust services to
the region. However, it is competing with many other airports for airline resources.
Its margin of leadership is very narrow.

5 “Sixth Freedom” traffic refers to an airline of Country A carrying passengers and cargo from

Country B, through an airport in its home Country A, and onwards to Country B. For example, a
passenger traveling from New York to Perth, Western Australia via Dubai on Emirates Airlines
would be considered sixth freedom traffic. An airline serving sixth freedom traffic is therefore not
limited by the size of its home market.
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Pacific Routes

U.S.-Pacific air freight traffic fell by 10.7 percent between 2000 and 2010. JFK traffic fell by
47.6 percent (Figure 5.5-13, Performance of Pacific Routes 2000-2010). The very
long distances have confined nonstop U.S.-Australia/New Zealand flights to gateways in
California and Hawaii. Any changes in air freight routing patterns could affect the
performance of several airports.

Figure 5.5-13 PERFORMANCE OF PACIFIC ROUTES 2000-2010
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During 2000-2010, the proportion of freight carried by all-cargo aircraft increased from 37.9
to 49.3 percent. ACMI carriers and integrators have been particularly active. This change
has caused increasing quantities of air freight to be routed through Hawaii. Pacific routes
are becoming progressively more fragmented. QANTAS inaugurated nonstop DFW-Australia
flights in 2011, and United will use its 787’'s for nonstop IAH-Auckland services.
QANTAS continues to offer through JFK-Sydney passenger and cargo flights.
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reflects MIA’s

Figure 5.5-14, Performance of South American Routes 2000-2010,
dominance of U.S.-South America air freight.
to all other cities. During 2000-2010, total traffic grew by 38.6 percent.
declined by 15.7 percent.
respectively.

The left axis refers to MIA’s traffic; the right
JFK’s air cargo
ATL, DFW, and IAH grew by 127.5, 11.5 and 156.8 percent,

Figure 5.5-14 PERFORMANCE OF SOUTH AMERICAN ROUTES 2000-2010
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MIA’s leadership results from its southeastern location, making it the closest major city to
most parts of South America. It has a very strong community of interest with all parts of
South America giving it cultural and social ties that reinforce business linkages.
Several Miami-centered all-cargo operators such as ABSA Aerolineas Brasilieras and Cielos
de Peru carry large volumes of traffic between Miami and South America.

Passenger services to South America are experiencing the same fragmentation of gateways
as other routes. ATL, IAH, ORD, Charlotte Douglas International Airport (“CLT”), DFW and
BWI obtained nonstop services to South America during 2000-2010. In 2011, Delta Air
Lines inaugurated nonstop DTW-GRU flights. The all-cargo services based in Miami and its
location ensure that gateway’s air freight dominance for the foreseeable future.
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Domestic Traffic

JFK ranked 15" in domestic air freight in 2010. The major and secondary integrated carrier
hubs of MEM, SDF, IND, Oakland International Airport (“OAK”), ONT, and
Cincinnati/Northern Kentucky International Airport (“CVG”) ranked ahead of JFK.
The Airport’s volume of domestic integrated carrier traffic ranked 19" in the nation,
compared to EWR'’s sixth place. Traffic at JFK was down 5.5 percent from 2003.° Excluding
the integrators, domestic cargo fell 40 percent between 2000 and 2010.

555 SUMMARY
Between 2000 and 2010, JFK’s cargo traffic declined both absolutely and as a share of total

U.S.-international cargo. The decline results from:

= The growth of new international gateways throughout the U.S. This process in turn
results from market liberalization, the growth of hub-and-spoke domestic route
systems, strategic airline alliances, and the development of overwater twin-engine
aircraft which can economically serve long, low volume routes.

= The development of hub-and-spoke networks in other countries. Airlines can often
serve secondary U.S. markets as spokes, with no need for U.S. domestic traffic feed.

= The decline of domestic cargo services by the passenger airlines, particularly the
increased usage of small aircraft operating on high frequencies;

= The growth of international services by integrated carriers;
= The growing use of road feeder services. Sometimes they feed air freight to JFK, but
they also divert traffic to other gateways.

These trends arose during 1985-1995. They have continued to shape the air freight
industry at JFK from 2000-2010.

8  The domestic services of the integrated carriers were not included in the DOT’s 28DM and 28DS

reports until mid-2002.
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CHAPTER 6
AIR CARGO CAPACITY AND FUTURE DEMAND

This Chapter has three sections. The First Section discusses the existing capacity of the
four JFK Cargo Zones and the ability of the existing buildings and infrastructure to
accommodate forecasted tonnages. The Second Section is the Forecast of cargo activity
based on Port Authority of New York & New Jersey (“Port Authority”) methodologies and an
independent review of that methodology and potentially impacting market conditions that
could affect the forecast numbers. The Third Section translates the Forecast into demand
parameters for facilities and supporting airside and landside infrastructure.

6.1 CAPACITY

John F. Kennedy International Airport (“JFK” or “the Airport”) continues to rank among the
top ten cargo airports in the country and among the top 25 in the world in terms of the
volume of cargo handled on an annual basis. In line with the information contained in this
report, the Federal Aviation Administration (“FAA”)’s forecast, and other industry forecasts,
reported air cargo at JFK is expected (under an optimistic planning scenario) to increase to
approximately 2,900,000 tons by 2040.

To meet this continued growth, the Port Authority must plan and prioritize future cargo
development in an environment that is both evolving and constrained by the potential
introduction at some future date, of an additional runway. To accomplish this, many factors
should be considered to include the Airport and New York City’s (“the City”) business goals,
future development plans, airport development constraints, stakeholder needs, facility
utilization/allocation, off-airport development, and impacts to the region’s roadway
infrastructure. This Chapter assesses the Airport’s existing capacity and future ability to
meet the general facility requirements as a result of the projected demand, including both
quantitative and qualitative factors that may need to be addressed.

An Optimistic Planning Scenario is typically used to evaluate capacity in the planning
estimates for growth beyond what would normally be anticipated. This is particularly critical
in an environment that requires a measured allocation of land resources under stringent
federal, city, and agency planning guidelines. From a pure business perspective, it is also
prudent to ensure that the Port Authority will have the facilities to accommodate future
demand. As indicated earlier, global air cargo is forecast to increase over the next two
decades. International and domestic cargo volumes are anticipated to grow at
approximately the same rate with domestic accounting for between 18-20 percent of the
total volumes. Freight traffic is expected to follow the trend of carriers utilizing belly
capacity when possible. Over the past ten years, daily freight aircraft at JFK have
decreased by almost 50 percent from 2000 to approximately 17 percent in 2011. As a
result, the planned future utilization of property has far greater flexibility than anticipated
over the past decade at JFK.
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6.1.1 JFK CARGO ZONES

Currently the JFK cargo operations are located in four areas, categorized as A, B, C, and D
(see Exhibit 6.1-1, JFK Air Cargo Zones, below). In keeping with modern terminology
these areas will be referred to as Zones for future discussion. Together they represent a
total of 27,550,000 square feet (632 acres) of space designated for cargo or cargo-serving
development. The reality is that much of the space is dated or represents a conversion
effort from a different use that has resulted in an inefficient and/or vacant facility. This is
not atypical of North American gateway airports (airports with large amounts of
international and domestic air cargo) where development was initially driven by accelerating
growth in a relatively unconstrained physical environment. However, the proportionate
amount of such space at JFK exceeds that found at other gateway airports. This is because
much of the air cargo infrastructure and facilities is the product of incremental growth
rather than strategic planning.

From an aesthetic perspective, the Cargo Zones as a whole are displeasing. The vacancy
levels, size, and configuration make upkeep difficult and expensive. The cost of doing
business at JFK and in the City encourages tenants to settle for less than modern facilities
and minimal operating conditions. The periods when many of the facilities were built were
not overly focused on employee amenities and quality of life, nor did construction address
the security issues necessary for the cargo industry today. As discussed in Chapter 4,
access from the landside and airside to some cargo buildings is problematic. This creates
landside queuing and maneuvering issues, and extended taxi time for freighter aircraft.
The unstructured development has also created an environment in which Ground Service
Equipment (“GSE”) is spread over aprons creating safety and security issues.

There are numerous instances of facilities where planning from a security and safety
perspective should be substantially enhanced. Landside access to buildings, auto parking
adjacent to airside infrastructure, and failure to separate cars and trucks are all elements of
the Airport’s cargo operation that can and should be corrected for operating, safety,
security, and planning reasons. JFK suffers from being the most mature of the international
gateways. It has been the proving ground for operating practices and new planning
concepts. Virtually every international gateway in the industry has built its operation on
lessons learned from JFK and other gateways as they emerged. Learned practices and
planning concepts have enabled other gateway airports to optimize capacity under a variety
of operating and physical constraints.

In estimating developable properties and future capacity in the Zones, the team used the
leasehold calculations provided by the Port Authority through historical documents, facility
audits, and reviews of the lease documents. In certain instances data were not available
and the Team extrapolated dimensions from CAD drawings. The Port Authority has, through
internal assessment of the facilities, assigned a value to the facilities, which considers their
age, location, configuration, and size to determine their viability as a cargo asset.

Included in Appendix J is a detailed inventory of all existing on-airport Cargo Facilities at
JFK.

In Exhibit 6.1-2, Viable Cargo Buildings, those facilities highlighted in Green are
considered viable and have a continuing shelf life within the market.
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Exhibit 6.1-1 JFK AIR CARGO ZONES

- Cargo Facility

Source:  Port Authority of New York & New Jersey, Landrum & Brown Analysis
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Exhibit 6.1-2 VIABLE CARGO BUILDINGS

- Viable Cargo Facility

Source:  Port Authority of New York & New Jersey, Landrum & Brown Analysis
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Table 6.1-1, Developable Land Areas, below lists the different Zones and the total
“developable” land remaining in each after the non-viable properties are removed.
The balance is approximately 435 acres over the four sites.

Table 6.1-1 DEVELOPABLE LAND AREAS

Zone A 8,751,681 6,628,655
Zone B 6,099,222 SHSSRIIES
Zone C 4,135,537 3,041,977
Zone D 8,565,337 5,716,264

As part of this effort, the Team reviewed the evaluations of “viability” assigned by the
Port Authority to the cargo facilities and found them to be reasonable. There are, in some
instances, questions about broader issues such as airside and landside access, and building
location, but nothing that impacts the core evaluation of the buildings.

In independent evaluations of facility and infrastructure viability there are some very basic
criteria that the Team used:

= Ability of building capacity to meet demand. (This becomes less critical if alternative
facilities are available.)

= Age of the facility. A facility more than 40 years old typically is incompatible with
current industry operating practices.

= Physical configuration, particularly depth and relationship of airside to landside
access.

= Depth of the truck apron.
= Compatibility of the aircraft apron and building operations.
= Security.

It is also important to note that many tenants are willing to settle for less than optimum
facilities and operating conditions as a trade-off for the costs of newer cargo buildings.
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6.1.1.1 Zone A

Zone A has only one viable facility — the Port Authority Administration Building and the JAL
cargo facility. The size of the leasehold and the proximity of other facilities account for a
substantial amount of land, which further due diligence will address as we move into the
conceptual planning stage. For cargo development, this is the least desirable Zone, given
its separation by roadway infrastructure from the other cargo Zones, the need that the Port
Authority may have for other aviation support operations, and the aesthetic impact of cargo
facilities and trucking operations along the main passenger access road. Nevertheless,
given the current presence of cargo there now, and the impacts of a potential future runway
addition on capacity in other Zones, it is important to consider the potential of Zone A.
(See Table 6.1-2, Zone A - Existing Facilities.)

Table 6.1-2 ZONE A — EXISTING FACILITIES

Aircraft Positions

Sqg. Ft. of

R vearsute tem " wao ooy Narowdosy e
Building  Positions |  Positions
15 1958 148,453 0 2 Nonviable
16 Not Available 140,876 3 0 Nonviable
151 1956/1995 396,780 3 0 Viable
208 1969 556,100 0 0 Nonviable
Zone A Totals: 1,242,209 6 2

Discussion

Building 15 is dated and has very poor trucking access. It is theoretically functional,
but with an age greater than 50 years, the anticipated life span of the building is limited.

Building 16 should not be considered in the cargo facilities. It is a maintenance facility
that was part of the Pan Am Base and has seen limited use over the past 20 years.

Building 151 was originally built to accommodate an expanded Japan Airlines operation
and is in some ways the most modern and sophisticated cargo facility on the airport.
It has with an efficient material handling system that gives it the capacity to handle very
high levels of throughput. It is also notable in that it has nose dock capacity for
freighters (which has not been utilized).

Building 208 is the former Pan Am maintenance base. It is useless in terms of cargo
with no truck doors and no airside bays. It has been vacant since the collapse of Pan
Am in 1991 and costs the Port Authority substantial annual dollars in upkeep. Over the
years the Port Authority has received both solicited and unsolicited proposals to
redevelop the facility, as well as Buildings 15 and 16, but no redevelopment has taken
place. In 1992 an internal Port Authority analysis indicated that the building could be
converted to a multi-tenant facility for freight forwarders for $25 million, but no action
was taken.
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Zone A, as depicted in Exhibit 6.1-3, Zone A, has an aesthetic impact on the primary
passenger access road — the Van Wyck Expressway. The design and facade of Building 151
are acceptable from this perspective but any new development must respect potential
image impacts on arriving passengers. In a sense this is a first impression of the City.
A second major issue is the need to minimize truck traffic on the passenger arteries.
Future use of Zone A will need to consider how to separate trucking to the maximum extent
possible.

Exhibit 6.1-3 ZONE A
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6.1.1.2 Zone B

Zone B has the greatest percentage of viable facilities which for the most part are focused
on domestic carrier cargo operations. This creates a potential opportunity for clustering
domestic carrier cargo operations and the related Ilandside support elements.
(See Table 6.1-3, Zone B — Existing Facilities, and Exhibit 6.1-4, Zone B.)

Table 6.1-3 ZONE B — EXISTING FACILITIES

Building Vear Built Sq:I_OFttél of — glc:;raft Pilsmons — Viaple/
Number o > body Zlitehul=tole) 2 Nonviable
Building  Positions Positions

9 1955/1970 220,000 3 0 Viable
21 2003 172,100 2 0 Viable
22 1997 111,140 1 0 Viable
23 2003 262,515 4 0 Viable
66 1964 112,000 2 0 Nonviable
67 1965 267,750 2 0 Nonviable
Zone B Totals: 1,145,505 14 0

Discussion

Like Zone A, this cargo zone fronts the Van Wyck Expressway so, therefore, considerations
must be made for aesthetics and the separation of truck traffic pertain. This makes access
to Zone A an important consideration. With American, Delta, and United as primary tenants
of Zone A, it reduces the current demand for aircraft parking and creates the opportunity for
new configuration alternatives. An important consideration here, as for all Zones, is
connectivity to the Terminal Area. Minimizing tug time to the cargo buildings is an
important consideration. It will also be important to identify connection options to Zone C.

Building 66 is nearly 50 years old and was retrofitted in the late 1990’s to add more
warehousing and auto parking capacity. The truck court, because of the building
configuration occasionally presents some maneuvering problems for full size
tractor-trailers.

Building 67 was originally designed as the Pan Am cargo facility and has gone through
several tenants. The facility is currently leased by Delta who retains it primarily because
of the substantial parking capacity available for employees. It has been considered
poorly configured for cargo by most tenants and has seen little use that utilizes its
capacity for the past 20 years.
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Exhibit 6.1-4 ZONE B
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6.1.1.3 Zone C

Zone C has one viable building that was built for Danzas/AEl. The location of this facility is
problematic because it constrains development on the eastern side of the site and overlaps
potential development pads. This was detailed in independent developer proposals for site
in 1994. (See below). The result is that a relatively small facility ties up creative
development of more than 1,000,000 square feet. This is an example where “viability” as
an operating facility has broader implications because of the impact on overall Zone
functionality. (See Table 6.1-4, Zone C — Existing Facilities, and Exhibit 6.1-5,
Zone C.)

Table 6.1-4 ZONE C — EXISTING FACILITIES

Building Vear Built Sqfoliglof WideAllgr(;:(;aft PilsmonsB - Viab_le/
Number e > body arrow Body  Nonviable
Building Positions Positions
68 1963 34,210 0 0 Nonviable
81 1950 47,770 0 0 Nonviable
83 1950 142,800 4 0 Nonviable
84 1950 91,700 3 0 Nonviable
86 1960 76,124 3 0 Nonviable
87 1960 153,000 4 0 Nonviable
89 1994 105,000 0 0 Viable
Zone C Totals: 650,604 14 (0]

Discussion

Zone C, often referred to as “the 80 series” has only one viable facility, and it is situated
poorly (from a planning perspective). The location decision was based on a business
concession to Danzas/AEl who wanted the building in a “visible” location. The remainder of
Zone C is comprised of 50- to 60-year old buildings that lack the physical dimensions that
the American Trucking Association (“ATA”) suggests are appropriate for modern cargo
facilities. Its appearance, rate structure, and physical short-comings reflect why it is
considered the “low rent district” of the Airport. The landside infrastructure, which was
appropriate in the 1950’s cannot accommodate modern tractor-trailer maneuvering which
blocks the main road servicing the facilities as they try to park. A Request for Proposal
(“RFP”) for the redevelopment of the entire site was issued in 1994 with two very strong
proposals which would have modernized Zone C and increased its capacity. No award was
made. The Airport would have incurred no cost to redevelop Zone C, and the buildings were
fully amortized. Even at discounted leasing rates the buildings were generating revenue for
the Airport they did not want to lose, even in the short term. Conditions, however, are now
such that Zone C is largely abandoned.

Overall development in Zone C is constrained by the narrowness of the Zone and by the
Runway 13L Runway Protection Zone (“RPZ”) which limits development over a 38.68-acre
area in the center of the Zone. Development within the RPZ is limited by the FAA to
exclude anything that results in the gathering of people (i.e. buildings, auto parking, etc.).
Connectivity to Zone C is satisfactory, but given the limited use of Zone C is not extremely
important currently. As new development takes place, overall Zone connections with the
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off-airport community and with other zones will be very important. Two buildings in Zone C
are unique - Building 189 which is the VetPort and Building 80, which formerly
accommodated a number of freight forwarders.

Building 189 houses a VetPort, which is considered an important service by carriers
that handle animals. The building has had a history of poor management and suffered
from a location that insulated it from the traveling public for whom a large portion of its
revenue (for animal boarding) was targeted. There is a plan in place to relocate this
service under a new operator to Building 78 in Zone D.

Building 80 was basically the only facility on the Airport whose primary tenancy was
freight forwarders and customs brokers. This was the case for two reasons. First,
dimensions and configuration of the building made it very difficult for carriers to operate
and so it fell to the firms that had more limited space requirements. Second, the
building, because of its age, was fully amortized and could be leased at a lower rate to
tenants that could not otherwise afford to be on-airport. It is significant to note that the
reaction of the air cargo community to the closure of this facility demonstrated there is a
very strong interest in an on-airport location if the rental rates were affordable.

The other non-viable facilities include:

Building 68 is very narrow (100 feet) and has no airside access, limited trucking
access, and is generally unsuitable for modern cargo operations. Its age and
prospective maintenance challenges make retrofitting a poor investment.

Building 81 was partially demolished for a taxiway modification and has been vacant
for a number of years. Its age and prospective maintenance challenges make
retrofitting a poor investment.

Buildings 83, 84, and 85 are essentially one large, long, multi-tenant cargo facility.
The original depths of the buildings — less than 100 feet — were expanded by various
tenants in certain sections to better accommodate modern operations. The buildings
have limited internal clearances and are 60 years old. The result is that the excellent
airside access is underutilized. The landside operations are constrained by truck aprons
that are about half of the recommended 150-foot depth.

Building 86 suffers from the same physical shortcomings as Building 80, built 10 years
earlier. The building has no depth enhancements and all of the landside problems.

Building 87 was built in 1960 and has also outlived its useful life. Currently vacant, it
did receive a partial depth enhancement that increased its utility in the 1980’s.
However, as the use of larger vehicles proliferated, the landside shortcomings grew
increasingly problematic in large part because of its location at the head of the 80 series
Cargo Plaza access.
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Exhibit 6.1-5 ZONE C
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6.1.1.4 Zone D

The Port Authority has indicated that their preference is for Zone D to be the focal point of
much of the new development. We concur with this concept given the proximity of the
facilities to the off-airport broker and forwarder community, the emphasis on international
cargo, and the amount of existing viable property. For the off-airport cargo community
(which by modern definition is a “cargo village,”) Zone D is extremely important.
Efficient physical connectivity has implications from both a time and cost perspective.
Despite existing access points, the connections are currently problematic given the levels of
traffic on Rockaway Boulevard.

Over the past 40 years a substantial amount of development has taken place in Zone D.
For the most part, however, development has been incremental rather than strategic.
The result is that a substantial portion of the acreage is functionally less efficient than it
could be. The challenge is that the levels of congestion, occupancy, and activity make
structured redevelopment difficult in the absence of a strategic long-term plan.
(See Table 6.1-5, Zone D — Existing Facilities, and Exhibit 6.1-6, Zone D.)

Table 6.1-5 ZONE D — EXISTING FACILITIES

Aircraft Positions

Sqg. Ft. of Narrow
Building Total Wide Body Body Viable/
Number Year Built Building Positions Positions Nonviable
5 1950 300,000 6 0 Nonviable
6 1953 200,254 0 2 Nonviable
7 1954 167,000 4 0 Nonviable
71 Not Available 62,500 0 1 Viable
73 Not Available 81,728 2 0 Viable
75 1987 200,000 0 0 Viable
76 1991 81,170 2 0 Viable
77 1991 230,500 2 0 Viable
78 1986 154,000 2 0 Viable
79 1993 181,000 2 0 Viable
197 1955 54,500 0 0 Nonviable
250 1976 671,250 0 0 Nonviable
260 1970 105,000 1 1 Nonviable
261 1971 174,056 2 0 Nonviable
262 1974 260,000 1 1 Nonviable
263 1971 167,603 0 4 Nonviable
Zone D Totals: 3,090,561 24 9
Grand Totals: 6,128,879 58 11
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Discussion

Building 5 is a converted maintenance hangar built as part of the Buildings 3, 4, 5
Complex in 1950. As demand for aircraft maintenance facilities declined at JFK, the
building was converted to cargo use and occupied by AElI (now Danzas since being
relocated to Zone C). The age alone makes the facility problematic, but lack of
maintenance and inappropriate configuration for cargo are major issues.

Building 6 is unusual in that it is an obsolete facility that is still in use (in combination
with Building 262) as an important component of the FedEx operation. The building
originally served as a hangar complex for Flying Tigers and Seaboard before the lease
was acquired by FedEx. As a result, the configuration is not ideal and the age of the
building (58 years) gives it a very short life expectancy. Nevertheless, FedEx currently
runs a large operation out of the facility. A major inadequacy of the FedEx complex is
the substantial requirement for trucking operations and employee parking. There is also
concern about the reliability of the cargo volumes reported by FedEx. Because their
operation has historically been almost two thirds truck-to-truck operations, there is only
a limited correlation between their reported tonnage, calculated throughput, and actual
physical requirements.

Building 7 is a decaying structure that cannot be used in its present condition or
retrofitted for any viable purpose. For years it served as a base for Varig and Alitalia
and was basically falling apart in the 1990’s when those tenants vacated the facility.

Building 197 is a small building that was not designed as a cargo facility.
Virgin Atlantic retrofitted the building in the mid-1990’s for cargo use, adding a number
of truck bays. The facility is currently leased to the U.S. Postal Service (“USPS”).
This, therefore, represents another non-viable building that is being leased. A recent
discussion with the USPS indicated that they will most likely not need this building in the
future.

Building 250 is the USPS facility and the largest “cargo” building on the airport
representing more than 10 percent of the total capacity. Because it has been configured
for postal operations there are compatibility issues for traditional cargo operations.
There is limited airside access and poor truck maneuverability. Nevertheless, the USPS
indicated a desire to remain in the facility and is considering a $10,000,000 capital
investment in the building.

Building 260 is considered obsolete and is more than 40 years old. It has a material
handling system and a nose dock system that were installed by Korean Airlines but are
not compatible with other carrier’s operations. Retrofitting the building would be
problematic from a cost benefit perspective given the building’s age.

Building 261 was originally built by Lufthansa and very well-maintained during their
occupancy. Mechanically the building is fairly sophisticated, but like many other cargo
facilities there are difficulties on the landside. Truck maneuvering is constrained and
private vehicle parking is limited. The building is nhow more than 40 years old and
approaching the end of its usefulness.
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Building 262 is heavily utilized as part of the FedEx operation. There are enormous
demands on the landside infrastructure to accommodate the trucking volumes, and
customer and employee parking. There is heavy use of the aircraft ramp, but the
overall FedEx operation is more trucking oriented than air at JFK. The combined use of
Building 262 and Building 6 to sustain the FedEx operation creates inefficiencies that
would be best addressed in a well-configured new facility.

Building 263 is 40 years old. Its positioning is such that it requires that vehicles park
next to the airside infrastructure which, in today’s security-conscious environment, is
not recommended.

Exhibit 6.1-6 ZONE D

oy,

63

Table 6.1-6, JFK Existing Cargo Facilities, summarizes the existing cargo buildings at
JFK. This table also identifies which buildings are considered to be viable and non-viable.

6.1.2 FACILITY REQUIREMENTS

Planning efforts should anticipate a more than doubling of air cargo volumes by 2040. It is
essential to have in place, the facilities and infrastructure necessary to accommodate that
growth. Phasing is essential to both encourage and meet the needs of tenants and users on
a timely basis. Consideration of cargo facility planning is the type of air cargo to be
handled, which determines the utilization of the facility used to process the cargo.
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6.1.2.1 Space Utilization

Industry planning axioms indicate that processing one ton of cargo per square foot of
warehouse per year is an acceptable norm for looking at an airport’s cargo throughput in
total. This ratio is a generic guideline for physical planning and is not typically
applicable to individual carrier practices which can vary space requirements
substantially. It does, however, help guide determinations of capacity requirements.

Warehousing and utilization figures can be somewhat misleading in that certain converted
properties may be categorized as cargo facilities but in reality are considered inefficient or
are not leasable. A classic example at JFK is the old Pan Am facility that includes a 556,000
square-foot building that has historically been classified as cargo, representing about eight
percent of the airport’'s “cargo facility” space, and has been vacant for 20 years because of
its configuration and lack of true cargo building amenities and requirements. Other facilities
such those in the 80 series, may be leased and operating, but are dated and far less
efficient than industry norms. In other cases, overall utilization ratios at airports globally
are distorted by a very large facility allocated to a single carrier. A typical example of this is
Hartsfield-Atlanta International Airport (“ATL”), where Delta has 472,000 square feet of
warehousing in its building. This represents 37 percent of the available cargo space at ATL.
Delta and Air France both use the facility and their combined tonnage represents 35 percent
of the total cargo volumes for a utilization ratio of .65 tons per square foot — exactly at the
overall Airport ratio of .65 tons. In other instances, the heavy leasing of cargo properties to
handling companies also tends to make throughput more effective and reduce carrier
concerns about warehousing. The bottom line is that space utilization, which translates into
throughput, varies based on a number of factors including, but not limited to:

= Domestic throughput is generally faster than international.

= Certain countries of origins may require more detailed customs inspections slowing
throughput (e.g., Colombia & Ireland).

= Time of arrival for international goods may delay processing through federal
agencies.

= Authorized and fulfilled staffing levels of federal agencies affect the processing of
international cargo.

= Perishables have a very high throughput.

= Customs Brokers may request that carriers use the airport warehouse to hold
international cargo for several days for consignees.

= Delivery of cargo to consignees may include built-in delays based on retailing and/or
wholesaling operations.

= Containerized freight typically moves through a facility faster than palletized freight.

= The age and configuration of a building may mitigate or enhance mechanization of
throughput. A more modern building with higher ceilings and greater clear spans
tends to be more efficient.
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Table 6.1-6 JFK EXISTING CARGO FACILITIES

ANelge B =10

15 1958 7 88,200 42,700 118,790 97,360 54,118 148,453 0 2 Nonviable
16 Not Available 12 214,950 157,800 111,860 119,700 21,100 140,876 3 0 Nonviable
Cargzzone 151 1956/1995 21 304,150 188,820 85,000 294,064 75,043 396,780 3 0 Viable
208 1969 23 0 0 170,000 394,000 223,750 556,100 0 0 Nonviable
Zone A Totals: 63 607,300 389,320 485,650 905,124 374,011 1,242,209 6 2
9 1955/1970 12 101,700 111,620 186,400 200,000 20,000 220,000 3 0 Viable
21 2003 18 420,060 63,730 160,920 154,890 17,210 172,100 2 0 Viable
22 1997 22 105,000 101,330 141,650 95,000 14,060 111,140 1 0 Viable
CargOBZO”e 23 2003 24 474,354 157,140 162,230 236,263 26,252 262,515 4 0 Viable
66 1964 11 238,550 64,210 85,460 97,900 14,800 112,000 2 0 Nonviable
67 1965 19 223,320 60,200 390,430 196,200 108,450 267,750 2 0 Nonviable
Zone B Totals: 106 1,562,984 558,230 1,127,090 980,253 200,772 1,145,505 14 0
68 1963 3 0 96,285 41,347 29,640 8,580 34,210 0 0 Nonviable
81 1950 9 0 10,000 22,000 41,770 6,000 47,770 0 0 Nonviable
83 1950 13 234,520 62,510 54,920 125,700 17,800 142,800 4 0 Nonviable
Cargo Zone 84 1950 10 237,580 58,765 26,215 59,883 24,500 91,700 3 0 Nonviable
C 86 1960 10 583,860 50,200 54,850 64,124 12,000 76,124 3 0 Nonviable
87 1960 20 544,590 88,200 93,070 133,500 19,500 153,000 4 0 Nonviable
89 1963 8 0 4,337 81,100 90,000 15,000 105,000 0 0 Viable
Zone C Totals: 73 1,600,550 370,297 373,502 544,617 103,380 650,604 14 0
5 1950 9 665,970 45,480 0 270,000 30,000 300,000 6 0 Nonviable
6 1953 27 487,910 234,290 220,110 188,014 12,240 200,254 0 2 Nonviable
7 1954 25 597,000 24,000 121,000 105,000 62,000 167,000 4 0 Nonviable
71 Not Available Not Available 151,554 51,292 41,347 54,000 8,500 62,500 0 1 Viable
73 Not Available Not Available 150,390 57,430 54,559 59,600 22,128 81,728 2 0 Viable
75 1087 10 0 90,500 249,460 100,000 100,000 200,000 0 0 Viable
76 1991 10 174,070 68,780 124,990 64,970 16,200 81,170 2 0 Viable
77 1991 15 234,040 51,230 276,320 107,329 138,409 230,500 2 0 Viable
Carg%zone 78 1086 14 237,980 126,600 90,880 139,000 15,000 154,000 2 0 Viable
79 1093 15 302,675 57,210 202,020 144,858 36,163 181,000 2 0 Viable
197 1955 4 0 126,845 167,740 49,500 5,000 54,500 0 0 Nonviable
250 1976 21 0 90,990 524,930 311,900 359,350 671,250 0 0 Nonviable
260 1970 14 289,800 98,500 62,550 75,800 36,400 105,000 1 1 Nonviable
261 1971 12 306,035 61,520 91,170 141,406 60,478 174,056 2 0 Nonviable
262 1974 38 254,810 118,600 20,820 88,435 18,000 260,000 1 1 Nonviable
263 1971 11 146,370 50,700 214,670 79,000 37,000 167,603 0 4 Nonviable
Zone D Totals: 225 3,098,604 1,353,967 2,462,566 1,978,812 | 956,868 3,090,561 24 9
Grand Totals: 467 7,769,438 2,671,814 4,448,808 4,408,806 | 1,635,031 | 6,128,879 58 11
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Cost issues are just as important to leasing cargo space as the factors described in the
previous section. Since cargo operates on small profit margins, a carrier will typically lease
the minimum amount of space necessary to sustain its operations. As a result, most
airlines historically tend to operate in environments that are very congested, particularly in
the fourth quarter of the year when volumes peak. Nevertheless, they are financially driven
to lease space that conservatively meets their needs. This inclination toward self-policing of
space utilization is sometimes countered by other corporate objectives such as space
“banking.” Over the past decade the “banking” strategy appears to have disappeared along
with carrier’s needs to operate their own cargo facilities. Third-party developers are now
frequently partnering with handling companies to develop facilities that house multiple
tenants and rely on the economies of scale generated to control costs.

In a typical cargo facility, 10 percent of the space can be allocated to office and counter use
and another five percent may be allocated to supply storage, and miscellaneous.
More recently cargo screening requirements (should that operation be included in the
facility) can add an additional 5,000 square feet to the operating requirements. The result
is less useable space for cargo handling and a usage ratio that in practice pushes the one
ton per square foot per year guideline higher. In combination, these factors argue for the
inclusion of mezzanine office space in the development of new facilities. Most of these
considerations were not factored into the planning of many of the JFK facilities either
because of the absence of physical planning constraints, or the decade in which
development took place.

As much as 20 percent of the freight moving through a cargo facility can be truck-to-truck -
meaning that even though it is shipped on an air bill, it never gets on an airplane. As such
it remains unreported to the airport and can complicate the planning process if it is not
anticipated. The building capacity should be based on a utilization rate applicable to each
tenant or principal leasee. An airport, wishing to evaluate space utilization and demand,
can establish targeted utilization rates through negotiation with current and prospective
cargo tenants. Two steps precede establishing tenant-specific utilization rates: specification
of carrier categories and definition of utilization ranges appropriate for each carrier
category.

The carrier categories listed below reflect the impact of the factors described at the
beginning of this section on potential utilization rates:

= International passenger carriers as a group tend to have the most extreme
circumstances leading to slower cargo processing, and as a result, the lowest
utilization rates.

= Domestic passenger carriers would be expected to achieve higher utilization rates.
Combination carriers (because of the overall volumes) would be expected to move
cargo more efficiently than pure passenger carriers.

= Integrators, whose business models are built around expedited processing, represent
the most efficient cargo processors and will achieve the highest utilization rates.

= Freighter carriers would be expected to achieve somewhat lower utilization rates
than integrators, but higher rates than passenger or combination carriers.

The relative positions of these groups of carriers in terms of space utilization are presented
in Table 6.1-7, Target Utilization Ranges by Carrier Grouping.
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Table 6.1-7 TARGET UTILIZATION RANGES BY CARRIER GROUPING

International Passenger 0.75 to 1.00
International Combination 0.75to 1.25
Domestic Passenger 0.75 to 1.50
Domestic Combination 1.00 to 1.50
Freighter 1.50 to 2.00
Integrator 2.50 and higher

It should be noted that these rates reflect those typically achieved in modern, efficient cargo
buildings. Sophisticated material handling systems are not necessarily required for other
than hub or integrator operations. A facility managed by a handling company can achieve
these efficiencies for commercial carrier operations with effective management and
operating practices.

The utilization ranges are based on a targeted minimum tonnage per square foot (TPSF),
per year. Although many carriers presently have utilization rates below 1.00 TPSF, the
Team’s experience has shown that this is a minimally realistic number that should be
acceptable to most carriers. The 