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3 AVIATION DEMAND FORECASTS

Aviation activity forecasts serve as the basis for determining future airport capacity needs and formulating
facility development plans. This chapter presents unconstrained forecasts for a 20-year period for the
different types of aviation activity at San Antonio International Airport (SAT or the Airport): commercial
passenger service, commercial air cargo service, and noncommercial aviation activity (general aviation and
military). The chapter documents the forecast development process, which involves the following tasks:

x Assessment of socio-economic trends in the Airport’s air service area
x Analysis of historical trends in aviation activity at the Airport

x Assessment of air service development initiatives

x Forecast development

X Risk assessment

Except where otherwise noted, all activity data is presented in terms of the CoSA's fiscal year (FY), which
begins on October 1% and ends on September 30" each year.

ADDENDUM, April 2022

This forecast (enplanements, operations, based aircraft, design aircraft and methodology) was approved
by the Federal Aviation Administration (FAA) in October 2018 by reviewing a draft of the forecast dated
September 2018. Since the approval, Section 3.6 Forecast Risk Factors was added at the end of the
chapter in June 2019, at the time the forecast documentation was finalized.

Since June 2019, two adjustments have been made to the forecasts with FAA approval: 1) inclusion of air
taxi aircraft operations and 2) an adjustment in the forecast to account for the impact of the COVID-19
pandemic on aviation demand. These two adjustments are summarized in the paragraphs below

X Air Taxi Operations — When the forecast was submitted to the FAA for approval in September
2018, air taxi aircraft operations were inadvertently omitted. Air taxi operations consist of aircraft
with a seating capacity of up to 60 seats or a maximum payload capacity of 18,000 pounds, carrying
passengers or cargo for hire or compensation. Air taxi aircraft operations are projected to increase
from approximately 17,000 in 2018 to 22,600 in 2038, reflecting a compounded annual growth rae
of 1.4 percent during that period. Air taxi aircraft operations’ share of total aircraft operations is
approximately 10 percent to 11 percent throughout the forecast period. This correction did not
have an significant effect on the demand/capacity of the ruunways. The table below provides the
details of the adjustment to aircraft operations to reflect the inclusion of air taxi operations.

Actual | Estimate Forecast Compound Annual Growth Rate
2017 2018 2023 2028 2038|2018-202:2023-202i2028-203{2018-203!
Commercial Aircraft (Passenger & Cargo) 92,594| 96,725 108,614 116,416 1311| 2.3% 1.4% 1.2% 1.5%

Air Taxi Operations 16,470 17,164 18,721 20,065 22,598 1.7% 1.4% 1.2% 1.
Noncommercial Aircraft Operations 51,478 52,729 53,325 53,939 55223 0.2% 0.2% 0.2% 0..
Total Aircraft Operations 160,542 166,619 180,660 190,420 208,932 1.6% 1.1% 0.9% 1.

The FAA approved this adjustment during the development of the Noise Exposure Map (NEM)
forecast development in November 2020.
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X COVID-19-Pandemic — As a result of the deep decline in aviation demand due to the COVID-19
pandemic an adjustment was made to the forecast to reflect the decline of traffic and the recovery
of demand through late 2021. In August 2021, a letter was provided to the FAA to request approval
of the methodology used for the adjustment to the aviation demand forecast. To account for the
impact of the COVID-19 pandemic on the aviation demand forecasts, projected traffic was shifted
two years. For example, base case enplanements for FY 2023 were shifted to FY 2025. In addition
to the shift in the forecast, there was also an adjustment to the projected aircraft fleet mix to reflect
the earlier than expected retirement of certain types of aircraft, such as the McDonnell Douglas 88.
The table below provides a summary of the elements of the aviation demand forecasts and the
graph below presents the projected passenger aircraft (commercial) fleet mix (share of total
operations) as a result of the shift and adjustments due to the COVID-19 pandemic. The
background regarding the methodology for the forecast adjustment can be found in Appendix 3A.

Actual Estimate Forecast Compound Annual Growth Rate
2017 2018 2025 2030 2040 2018-202%025-2030 2030-2040 2018-20:
Enplanements (1,000s) 4,432 4,873 5,731 6,283 7,234 2.3% 1.9% 1.4% 1.8
Commercial Aircraft & Air Taxi Operations 109,064 113,89( 127,335 136,481 153,710 1.6% 1.4% 1.2% 1.
Noncommercial Aircraft Operations 51,478 52,729 53,325 53,939 55,223 0.2% 0.2% 0.2% 0.2
Based Aircraft 218 221 234 248 27 0.8% 1.2% 1.2% 1.19
0.02% 0.00% 0.84% 0.82% 0.77%

2017

2018
H Wide-body

m Regional Jet

2025

2030

.

2040

® Narrow-body

Note: All analyses in subsequent chapters of the Master Plan use the adjusted forecast described

above.

END OF ADDENDUM, April 2022
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3.1 SOCIOECONOMIC TRENDS

Socioeconomic trends are strong indicators for assessing the demand for air travel in the demographic area
served by SAT. Itis important to investigate socioeconomic trends not only for the SAT Air Trade Area (The
Alamo Area or ATA), but also the entire State of Texas and the United States for a holistic perspective on
the potential impacts to air travel to and from SAT. Socioeconomic trends tell a story of the SAT Air Trade
Area residents’ proclivity for air travel, as well as the likelihood for visitors from around the country and
internationally to select SAT as a travel destination. This section will provide context to what trends may
drive demand for air travel to and from SAT, while also examining the impact of being located in a region
with a strong presence of major airports.

3.1.1 AIR TRADE AREA

For the purposes of the analysis, the SAT Air Trade Area is considered to be the Alamo Area, which consists
of 12 counties: Atascosa County, Bandera County, Bexar County, Comal County, Frio County, Gillespie
County, Guadalupe County, Karnes County, Kendall County, Kerr County, Medina County, and Wilson
County.

Note that the San Antonio-New Braunfels MSA consists of eight of the 12 counties that comprise the Alamo
Area, excluding Frio County, Gillespie County, Karnes County, and Kerr County. In the case that data was
not available at the county level, data for the San Antonio-New Braunfels MSA (which represents 94 percent
of the Alamo Area by population) was presented as a proxy. Figure 3 .1-1 presents the geographic location
of the Air Trade Area.
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Figure 3.1-1: Air Trade Area

GILLESPIE
KERR
KENDALL
COMAL
BANDERA
GUADALUPE
MEDINA BEXAR
WILSON
ATA & MSA
ATASCOSA KARNES
FRIO ATA

Source: WSP USA, 2018.

The Alamo Area receives over $200 million in state and federal funding each year to support transportation
planning. The AAMPO is responsible for managing these funds to enable cooperative, continuous, and
comprehensive transportation planning in the Alamo Area.

SAT is located in the CoSA, within Bexar County. Interstate 10 (I-10) connects San Antonio to the city of
Boerne (northwest) in Kendall County; there is significant development underway throughout this corridor.
Interstate 35 (I-35) connects San Antonio to Austin, as well as the city of New Braunfels in Comal County;
this corridor is also undergoing notable development.

San Antonio is known as “Military City USA,” home to seven military installations, three air force installations
and four army installations. Joint Base San Antonio includes three separate military installations, two air
force bases (Lackland Air Force Base and Randolph Air Force Base) and one Army installation (Fort Sam
Houston). The remaining installations include Brooks City Air Force Base, Camp Bullis, Camp Stanley, and
Martindale Army Airfield. In addition to its strong military history, San Antonio’s economy benefits from a
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rich tourism industry. In 2015, the United Nations Educational Scientific and Cultural Organization
(UNESCO) declared five of San Antonio’s historic mission sites as World Heritage Sites. The Alamo is the
most popular and well-known of the five missions.

According to the U.S. Department of Transportation (U.S. DOT) Bureau of Transportation Statistics (BTS)
data, in calendar year (CY) 2017, SAT was the 6™ busiest airport in Texas based on origin-and-destination
(O&D) enplanements. The top ten busiest airports in Texas for CY 2017 based on O&D enplanements are
summarized in Table 3.1-1, including their FY 2017 total aircraft operations, FY 2017 enplanements, and
proximity to SAT.

Table 3.1-1: Texas Top Ten Airports (2017)

CY 2017
ORIGIN & FY 2017 DISTANCE
DESTINATION AIRCRAFT FY 2017 FROM SAT
AIRPORT ENPLANEMENTS OPERATIONS = ENPLANEMENTS (MILES)
Dallas/Ft. Worth 12,403,770 655,525 31, 567,091 291
International
George Bush 7,161,330 452,158 19,808,985 219
Intercontinental
Austin -Bergstrom 5,927,750 197,962 6,602,643 77
International
Dallas Love Field 5,213,450 225,754 7,574,439 280
William P. Hobby 4,214,940 201,935 6,496,125 209
San Antonio 3,823,890 160,542 4,300,059 N/A
International
El Paso International 1,319,660 104,369 1,440,016 544
Midland International 493,990 60,851 495,255 333
Lubbock 422,610 75,801 453,383 387
International
McAllen -Miller 296,490 56,609 341,516 247

International

Sources: U.S. DOT BTS (O&D), 2017 Federal Aviation Administration Terminal Area Forecast (aircraft operations and enplanements),
Google Maps; Compiled by WSP.

SAT is located roughly 77 miles southwest of Austin-Bergstrom International Airport (AUS), and roughly
220 miles west of George Bush Intercontinental Airport in Houston (IAH). Given IAH’s status as a major
hub for United Airlines and nonstop flights to approximately 115 domestic and 60 international destinations,
it is not surprising that IAH is responsible for much of SAT’s leakage of passengers to other airports. AUS
is responsible for SAT leakage as well, likely due to its proximity and other factors related to the
competitiveness of air fares, which will be discussed later in this chapter.
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3.1.2 POPULATION

Population growth trends are an indicator of future economic development as well as future travel demand.
An air trade area with strong projected population growth may indicate additional future demand from the
growing resident population, as well as increasing popularity of a location resulting in additional visits. The
SAT Air Trade Area has experienced significant natural growth in addition to strong domestic migration in
recent years.

CURRENT POPULATION

According to the 2017 population estimates from the U.S. Census Bureau, the CoSA added over 24,200
people between July 2016 and July 2017, more than any other city in the U.S. As of July 2017, it is the
second most populous city in Texas (behind Houston) and the seventh largest in the U.S. at just over 1.5
million people. The CoSA is not the only jurisdiction driving growth in the SAT Air Trade Area, as both
Comal County and Kendall County ranked as the first (5.2 percent growth) and third (4.9 percent growth)
fastest growing counties in Texas, respectively, and the second and fifth in the nation between July 2016
and July 2017. The City of New Braunfels was the nation’s second fastest growing city, a driver for growth
in Comal County. The San Antonio-New Braunfels MSA ranks 24" among all MSAs in the U.S., with the
Dallas-Ft. Worth-Arlington MSA (7.4 million population) and the Houston-the Woodlands-Sugar Land MSA
(6.9 million) ranking fourth and fifth, respectively.

The CoSA is located in Bexar County, the fifth largest county in Texas representing approximately 7 percent
of the state’s population. The SAT Air Trade Area collectively represents approximately 9 percent of the
state’s 28 million residents as of July 2017. Table 3.1-2 provides mid-year population estimates and
respective state rankings for each of the twelve counties in the SAT Air Trade Area and Figure 3.1-2
graphically presents the distribution of the population within the SAT Air Trade Area.
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Table 3.1-2: Population of Texas and the SAT Air Trade Area

GEOGRAPHY POPULATION SHARE OF STATE POPULATION STATE RANKING
Texas State Total 28,304,596 100.0% N/A
Total SAT Air Trade Area 2,587,127 9.1% N/A

Bexar County 1,958,578 6.9% 5

Guadalupe County 159,659 0.6% 29
Comal County 141,009 0.5% 31
Kerr County 51,720 0.2% 64
Medina County 50,066 0.2% 66
Wilson County 49,304 0.2% 68
Atascosa County 48,981 0.2% 71
Kendall County 44,026 0.2% 75
Gillespie County 26,646 0.1% 101
Bandera County 22,351 0.1% 111
Frio County 19,600 0.1% 126
Karnes County 15,187 0.1% 141

Note: SAT — San Antonio International Airport

Source: US Census Bureau, mid-year population estimates, July 1, 2017; Compiled by WSP.
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Figure 3.1-2: Population Distribution of the SAT Air Trade Area
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Source: US Census Bureau mid-year population estimates, July 1, 2017; Compiled by WSP.

POPULATION GROWTH TRENDS

In 2014, the decrease in oil prices slowed economic growth across the State of Texas. Additionally, both
natural growth and net migration decreased between 2015 and 2016, primarily in the Houston-The
Woodlands-Sugar Land MSA. However, Texas did not observe a notable reduction to its population growth
and the SAT Air Trade Area observed a more rapid population growth rate than the state as a whole (Figure
3.1-3). The compounded annual growth rate (CAGR) between the 2010 and 2017 mid-year population
estimates were 0.8 percent, 1.7 percent, and 2.0 percent for the US, Texas, and the SAT Air Trade Area,

respectively.
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Figure 3.1-3: Population Trends for the US, Texas, and SAT  Air Trade Area
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Source: US Census Bureau mid-year population estimates, July 1, 2017; Compiled by WSP.

Population growth observed in the SAT Air Trade Area is attributed to either natural increase (births net of
deaths) or net migration (domestic and international). Figure 3.1-4 shows that net migration was a greater
driver for the total population increase between July 2016 and July 2017 than what was observed statewide
and nationally. International and domestic migration to the SAT Air Trade Area was collectively responsible
for 66 percent of the population increase, while net migration was responsible for 48 percent of the
population increase for both Texas and the U.S. Of the contribution due to net migration to the SAT Air
Trade Area, domestic migration was more prevalent than international migration, as the SAT Air Trade Area
is observing increased migration from other counties in Texas as well as other states. According to the
State demographer from the University of Texas at San Antonio (UTSA), the SAT Air Trade Area receives
the majority of non-Texas domestic migrants from Florida, New York, Illinois, and Louisiana, largely driven
by employment opportunities.
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Figure 3.1-4: Cause of Population Growth fort he U.S., Texas, and SAT Air Trade Area

Note: SAT — San Antonio International Airport

Source: US Census Bureau, Estimates of the Components of Resident Population Change: April 1, 2010 to July 1, 2017; Compiled
by WSP.

As the home to the CoSA and SAT, Bexar County stands out from the remaining counties of the SAT Air
Trade Area. Bexar county’s growth portfolio is more in line with trends observed statewide and nationally,
with 52 percent of growth attributed to net migration and 48 percent to natural increase (Figure 3.1-5). The
remaining counties in the SAT Air Trade Area attributed 90 percent of growth to net migration and only 10
percent due to natural increase. Across Texas'’s other urban centers, such as Dallas / Fort Worth, Houston,
and Austin, growth is driven by natural increase, while growth in suburban regions is driven by net migration.
This trend is an indicator of development in the SAT Air Trade Area’s small urban and rural counties such
as Kendall and Comal Counties. Employment opportunities are expanding in the area as a whole, rather
than being concentrated in San Antonio or Bexar County, which may prove to be a strong driver for air
travel demand in the SAT Air Trade Area in future years.

As baby boomers are replaced by a younger generation in the CoSA, note that another driver for the
prevalence of natural increase in Bexar County’s population is attributed to high crude birth rates relative
to death rates. Figure 3.1-6 shows a larger discrepancy between birth and death rates in Bexar County
than what was observed in the remaining counties in the SAT Air Trade Area. However, the natural increase
trends observed in the remaining counties of the SAT Air Trade Area are still in line with those observed
across the U.S.
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Figure 3.1-5: Population Growth Cause Comp arison Between Bexar County and the Remaining
Counties of the SAT Air Trade Area

Note: SAT — San Antonio International Airport

Source: US Census Bureau, Estimates of the Components of Resident Population Change: April 1, 2010 to July 1, 2017; Compiled
by WSP.

Figure 3.1-6: Birth and Death Rates for US, Texas, Bexar County, and the Remaining Counties of

the SAT Air Trade Area
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Source: US Census Bureau, Estimates of the Components of Resident Population Change: April 1, 2010 to July 1, 2017; Compiled
by WSP.

3.1.3 EDUCATIONAL ATTAINMENT
Historically, educational attainment levels for residents of the SAT Air Trade Area favored at least some

college or associate’s degree over a bachelor’'s degree or higher degree. Figure 3.1-7 summarizes the
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levels of educational attainment in 2010 and 2016 for the SAT Air Trade area, Texas, and the U.S. for 2010
and 2016. Residents of the SAT Air Trade Area continue to exhibit a higher percentage of residents with at
least some college or associate’s degree relative to Texas and the U.S., and a lower percentage of residents
with a bachelor’s degree or higher relative to Texas and the US. Between 2010 and 2016 the SAT Air Trade
Area increase in educational attainment for both categories was in line with the percentage increases for
both the State of Texas and the U.S.

Figure 3.1-7: Educational Attainment for the Population 25 Years and Older for U.S., Texas, and the
SAT Air Trade Area

Note: SAT — San Antonio International Airport

Sources: US Census Bureau, 2006-2010 American Community Survey; Compiled by WSP.

Given the educational attainment as described above, the CoSA’s Economic Development Department
(EDD) is focused on supporting an educational pathway that ends with a 4-year degree for current and
future resident students. However, cognizant of the educational attainment and skillsets of the current
workforce, EDD is focused on developing San Antonio’s employment opportunities in four focus industries:
cyber security and IT, healthcare and biosciences, manufacturing and aerospace, and new energy. These
four industries were selected primarily because they generally pay salaries above the county median and
often require no more than a certificate or associate’s degree, but not necessarily a bachelor’s degree.

3.1.4 THE GREAT RECESSION

The U.S. experienced an economic recession between December 2007 and June 2009. This economic
recession became known as the Great Recession as recovery from the economic downturn was much
slower than previous recessions. Based on the U.S. Federal Reserve Economic Data (FRED), many key
economic indicators did not reach pre-Great Recession levels until late 2012 through mid-2014. For
instance, real gross domestic product (GDP) per capita and nonfarm employment did not reach pre-Great
Recession levels until the fourth quarter of 2013 and May 2014, respectively. Because of the Great
Recession, U.S. aviation activity, which is closely tied to the nation’s economic performance, also did not
reach pre-Great Recession levels until the same time frame.

Page | 3-18
June 2019



2021 San Antonio International Airport Master Plan
Aviation Demand Forecasts

3.1.5 LABOR MARKET

A growing labor market leads to economic prosperity in an air service area, which may influence air travel
demand. Higher levels of employment and potentially higher median incomes means that residents have
more disposable income and are more likely to opt for air travel. Additionally, when a labor market expands
to include an increased and diversified portfolio of industries, there is more drive for outside visitors to travel
to the area for business reasons.

As previously discussed, the CoSA's EDD is targeting job development in four key industries: cyber security
and IT, healthcare and biosciences, manufacturing and aerospace, and new energy. The benefit of these
four industries is that they offer well-paying positions for which a certificate or associate’s degree is often
sufficient, catering to the current educational attainment trends of the SAT Air Trade Area’s population.
Additionally, these target industries not only provide well-paying jobs for current residents of the area, but
also attract new employment from other states. These industries create connections between the SAT Air
Trade Area and other strong economic centers such as the San Diego or Minneapolis (for biosciences)
regions or Japan for manufacturing (e.g. Toyota plant located in San Antonio).

Table 3.1-3 provides a summary of San Antonio’s largest employers, according to San Antonio’s Economic
Development Foundation (EDF) as of 2017.

TOTAL NONFARM EMPLOYMENT

Figure 3.1 -8 demonstrates historical employment trends of the San Antonio-New Braunfels MSA (data was
unavailable at the county level) as compared to the State of Texas and the U.S. Both pre- and post-
recession. In 2008, both Texas and the MSA observed higher nonfarm employment than the U.S. The San
Antonio-New Braunfels MSA also rebounded slightly faster than the Texas post-recession. The growth rate
of total nonfarm employment in the MSA began to outpace that of the Texas once again in 2015 and has
continued to grow faster than the state since. The CAGR from 2004 through 2017 for the MSA is 2.3
percent, 0.4 percent above that of the State of Texas over the same time horizon. The current performance
of the MSA'’s total nonfarm employment reflects positively on its future economic outlook.

Figure 3.1-9 provides a comparison of the San Antonio-New Braunfels MSA’s historical nonfarm
employment trends relative to Texas’s largest MSAs based on population. The Austin-Round Rock MSA
has observed the strongest growth in nonfarm employment of the major Texas MSAs; however, the San
Antonio-New Braunfels MSA’s nonfarm employment growth is favorable compared with the Dallas-Fort
Worth-Arlington MSA and Houston-The Woodlands-Sugar Land MSA. The San Antonio-New Braunfels
MSA began to outpace the Houston-The Woodlands-Sugar Land MSA’s growth rate in 2016.
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Table 3.1-3: San Antonio’s L argest Employers (2017)

NUMBER OF
COMPANY* SECTOR EMPLOYEES

Lackland Air Force Base Military 37,000
Fort Sam Houston -U.S. Army Military 32,000
H-E-B Super Market Chain 20,000
USAA Financial Services and Insurance 18,305
Randolph Air Force Base Military 11,000
Methodist Healthcare System Health Care Services 9,620
City of San Antonio San Antonio 9,145
Baptist Health System Health Care Services 6,383
Wells Fargo Financial Services 5,073

Harland Clarke Managed Services 5,000

JP Morgan Chase Financial Services 5,000
Andeavor Oil Refiner 5,000

Bill Miller BBQ Restaurant Chain 4,500

AT&T Phone, Wireles_;s and Internet 4,300

services

Valero Energy Corp. Oil Refiner and Gasoline Mktg 4,000
Rackspace IT Managed Hosting Solutions 3,540

CPS Energy Utilities 3,125

Six Flags Fiesta Texas Entertainment 3,000
Toyota Motor Manufacturing Manufacturing 2,834
CitiBank Financial 2,600
Southwest Research Institute Applied Research 2,574
Frost Bank Financial 2,242

Note: * Some of these companies may have been acquired or undergone name changes since 2017.

Source: San Antonio’s Economic Development Foundation; Compiled by WSP.
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Figure 3.1-8: Total Nonfarm Employment Index (2004 = 100), US, Texas, San Antonio  -New Braunfels
Metropolitan Statistical Areas
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Figure 3.1-9: Total Nonfarm Employment Index (2004 = 100), Largest  Texas Metropolitan Statistical
Areas (Population)
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Figure 3.1-10 provides total nonfarm employment from 1990 through 2017 for the San Antonio-New
Braunfels MSA. Total nonfarm employment in the San Antonio-New Braunfels MSA has shown steady
growth during this period. Nonfarm employment plateaued for a few years in the early 2000s, increased
from 2005 through 2008, and decreased in 2009 post-recession. Growth in nonfarm employment has been
steady since 2009, reaching increasing from approximately 0.8 million in 2009 to 1.0 million in 2017.
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Figure 3.1-10: Total Nonfarm Employment San Antonio-New Braunfels Metropolitan Statistical
Areas, 1990 — 2017

Source: U.S. Bureau of Labor Statistics; Compiled by WSP.

Labor Force Employment and Unemployment Trends

Figure 3.1-11 summarizes total civilian employment and unemployment from 2005 through 2017
collectively for all counties included in the SAT Air Trade Area. This data represents civilians, 16 years or
older, who are currently employed or seeking employment. Unemployment in the SAT Air Trade Area was
decreasing between 2005 and 2007, dropping from 5.0 percent to 4.0 percent, but ultimately rising in 2008
due to the Great Recession. Unemployment continued to rise post-recession and peaked in 2010 at 7.2
percent. From 2011 on, unemployment continued to decrease and fell to 3.5 percent in 2017, lower than
the pre-recession unemployment rate.

Figure 3.1-12 shows historical labor force and historical employment growth relative to 2005 levels. The
SAT Air Trade Area has observed consistently higher growth in both total labor force and employed labor
force compared to Texas and the U.S. since 2005. Around 2010, the SAT Air Trade Area’s labor force
began to grow more quickly than Texas’s labor force. The Great Recession had a more significant impact
on national employed labor force than on the State of Texas. Post-recession, Texas’s employed labor force
rebounded faster than the national employed labor force, and the SAT Air Trade Area’s employed labor
force rebounded faster than that of both the state and the nation. As of 2017, the SAT Air Trade Area’s
labor force and employed labor force continue to grow rapidly.

Page | 3-22
June 2019



2021 San Antonio International Airport Master Plan

Aviation Demand Forecasts

Figure 3.1-11: SAT Air Trade Area Civilian Labor Force with Unemployment Rate, 2005 — 2017

Note: SAT — San Antonio International Airport

Source: U.S. Bureau of Labor Statistics; Compiled by WSP.

Figure 3.1-12: Labor Force and Employed Labor Force Index (2005=100) (2005 — 2017)
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Figure 3.1 -13 further demonstrates how the SAT Air Trade Area’s labor force has fared favorably relative
to the State of Texas and the U.S. According to the U.S. Bureau of Labor Statistics, the SAT Air Trade Area
has historically observed lower unemployment rates than both the State of Texas and the nation.
Additionally, the SAT Air Trade Area recovered faster from the Great Recession than both the State of
Texas and the U.S.; the SAT Air Trade Area reached pre-recession unemployment levels in 2014, while
the State of Texas and the U.S. did not reach pre-recession unemployment levels until 2015 and 2016,
respectively.

Figure 3.1-13: Historical Unemployment Rates
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EMPLOYMENT BY INDUSTRY

Figure 3.1-14 demonstrates each industry super sector’s share of the total nonfarm employment for the
San Antonio-New Braunfels MSA (data was not available at the county level), the State of Texas, and the
U.S. Note that as of 2017, the MSA's five most substantial sectors based on share of total nonfarm
employment include:

X Transportation, Trade, and Utilities, 17.5 percent
x Government, 16.5 percent

x Education and Health, 15.5 percent

x Professional and Business, 12.9 percent

x Leisure and Hospitality, 12.9 percent

The utilities sector is driven by the energy market; for example, the Eagleford Shale Field is located
southeast of San Antonio. Government employment is influenced by the strong military presence of both
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the U.S. Army and U.S. Air Force. Education and Health includes the biosciences industry, which has been
a major focus for EDD. Note that the information sector, which includes IT and cyber security, currently
makes up a relatively small share of the MSA’s total nonfarm employment (2.0 percent). However,
compared to the share of statewide and national total nonfarm employment, the San Antonio-New Braunfels
MSA has a slightly larger share.

Figure 3.1-14: Nonfarm Employment Share by Industry Super Sector, U.S., Texas, San Antonio -New
Braunfels Metropolitan Statistical Area (2017)

Note: MSA — Metropolitan Statistical Area

Source: U.S. Bureau of Labor Statistics; Compiled by WSP.

Figure 3.1 -15 shows historical trends for San Antonio-New Braunfels MSA nonfarm employment by super
sector. The current top five super sectors have historically been the most prominent for the San Antonio-
New Braunfels MSA. Transportation, Trade, and Utilities sector employment decreased post-recession
from 2008 through roughly 2010, but has been steadily increasing since 2011 with a CAGR of 2.1 percent
from 2005 through 2017. Government (1.4 percent growth), Education and Health (3.5 percent growth),
Leisure and Hospitality (3.4 percent growth), and Financial Services (2.9 percent growth) were relatively
unaffected by the recession and have observed consistent growth. Employment due to the information
sector has been relatively steady since 2005 with no significant growth (0.1 percent decline).
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Figure 3.1-15: San Antonio-New Braunfels Metropolitan Statistical Area  Nonfarm Employment by
Super Sector
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3.1.6 PER CAPITA INCOME

The SAT Air Trade Area’s per capita income has historically been lower than that of the State of Texas and
the U.S. since the late eighties. Figure 3.1-16 demonstrates the historical trends of the SAT Air Trade
Area’s per capita income relative to that of Texas and the US. Per capita income of the SAT Air Trade Area
was approximately $44,400 in 2016, compared to $46,200 for Texas, and $49,800 for the U.S. Figure 3.1-
16 presents historical per capital personal income for the SAT Air Trade Area, the State of Texas, and the
u.s.
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Figure 3.1-16: Historical Per Capita Personal Income
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Analysis of cost of living and disposable income data for the City provides additional context as to the
socioeconomic health of the ATA. Table 3.1-4 provides a summary of per capita personal income, cost of
living, and per capita disposable income data for the following cities in Texas: San Antonio, Houston, Dallas,
and Austin. Note that per capita income data was only available at the county level through 2016, per capita
income data represents the county each city is located in (Bexar, Harris, Dallas, and Travis counties
respectively). Cost of living data is provided by city in 2017, and is indexed such that 1.00 = the U.S. cost
of living). Disposable income data is provided by city for 2016.

Table 3.1-4: Texas City Income Comparisons

AVERAGE
COST OF PER CAPITA DISPOSABLE
LIVING PER CAPITA DISPOSABLE INCOME AS A
COMPOSITE INCOME INCOME % OF TOTAL
INDEX (2016, BY (2016, BY INCOME
TEXAS CITY/COUNTY (2017, BY CITY) COUNTY) CITY) (2016)
San Antonio/Bexar County 88.1 $43,617 $19,718 45%
Houston/Harris County 98.2 $52,452 $20,422 39%
Dallas/Dallas County 102.1 $52,784 $19,414 37%
Austin/Travis County 97.5 $58,700 $20,027 34%

Sources: U.S. Federal Reserve Economic Data, EDF, U.S. Bureau of Labor Statistics, SmartAsset tax calculator; compiled by WSP.

While Bexar County has the lowest per capita income of the four major cities in Texas presented in the
table, the average disposable income in the City is in line with the cities of Houston, Dallas, and Austin.
Looking at the average disposable income as a percentage of the per capita income (by county), Bexar
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County as the highest average disposable income relative to per capita income, at 45 percent. This result
is explained by the fact that San Antonio’s cost of living is notably lower than the other major cities of Texas.

3.2 COMMERCIAL PASSENGER TRAFFIC

SAT is the only commercial service airport in the SAT Air Trade Area. It was built as Alamo Airfield in 1942
by the U.S. Army and was renamed San Antonio International Airport in 1944. The Airport has since grown
to become a medium hub, FAA'’s classification for airports that enplane 0.25 percent to 1 percent of total
U.S. enplanements. The Airport placed 48" in Airports Council International — North America’s ranking of
North American airports (44" among U.S. airports) by total passengers in calendar year (CY) 2017.

SAT’s commercial passenger traffic is predominantly domestic O&D—consisting of domestic passengers
whose flights either begin or end at SAT, as distinguished from connecting passengers. The long-term
growth in commercial passenger traffic at SAT closely tracked national trends, with enplanements
increasing more than fivefold over the 50-year period, from FY 1968 to FY 2017. As expected, the pace of
growth slowed over time. In the last 20 years, SAT's enplanements increased 26 percent in total, or 1.2
percent per year on average. The last 20 years were eventful for the U.S. aviation industry. The 2000s were
particularly challenging, beginning with a U.S. economic recession and the terrorist attacks involving
aviation in 2001, and ending with the 2008-2009 Great Recession. The 2000s also saw sharp increases in
oil prices and corresponding increases in the largest airline cost, fuel. All these events prompted structural
changes in the aviation industry in both demand and supply sides, and these changes affected trends in
enplanements at the Airport.

The forecasts for commercial passenger aviation activity were developed from a hybrid forecasting
framework that combines quantitative techniques and data from various sources to account for both supply
and demand factors driving commercial passenger traffic trends. The forecast of passenger enplanements
and aircraft operations for the first year are supply-driven, based partly on published airline flight schedules.
They also reflect actual performance through April 2018. Beyond the first year, the forecasts are driven by
projected trends in key market demand drivers, using multivariate regression analysis to quantify the
contributions of the market demand factors to growth in enplanements. Projections of aircraft operations
are derived from forecast enplanement levels, along with projections of changes in fleet mix and boarding
load factors (the percentage of seats occupied on a departing aircraft).

Table 3.2-1 presents a summary of actual figures for 2017, estimates for 2018, and the designated Master
Plan forecasts for 2023, 2028, and 2038:

x Enplanements will increase from an estimated 4.9 million in 2018 to 7.2 million in 2038, growing at
an average annual rate of 2.0 percent.

x Commercial aircraft operations, which include passenger and all-cargo aircraft operations, will
increase 1.5 percent annually on average, from 96,725 in 2018 to 131,111 in 2038.

x Noncommercial aircraft operations, which include GA and military operations, will increase from
52,729 in 2018 to 55,223 in 2038, at an average annual rate of 0.2 percent.

X The number of based aircraft will increase from 221 in 2018 to 239 in 2038, at an average annual
rate of 1.2 percent.
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Table 3.2-1: Summary of the Designated Master Plan Forecasts

Actual  Estimate Forecast Compound Annual Growth Rate

2017 2018 2023 2028 2038  2018-2023 2023-2028 2028-2038 2018
Enplanements (1,000s) 4,432 4,873 5,731 6,283 7,234 3.3% 1.9% 1.4% 2.0
Commercial Aircraft Operations 92,594 96,725 108,614 116,416 131,111 2.3% 1.4% 1.2% 1.!
Noncommercial Aircraft Operations 51,478 52,729 53,325 53,939 55,223 0.2% 0.2% 0.2% 0.2
Based Aircraft 218 221 234 248 279 1.2% 1.2% 1.2% 1.29

Source: Unison Consulting, Inc.

3.2.1 LONG-TERM ENPLANEMENT TRENDS

Commercial passenger traffic at SAT has been growing over the long run despite fluctuations in the short
run (Figure 3.2 -1). The Airport’s enplanements increased more than fivefold, from just above 800,000 in
FY 1968 to 4.43 million in FY 2017. In 50 years, the Airport saw its enplanements decrease during only 10
of those years, and four of those years of decreasing enplanements were in the 2000s. In the last 20 years,
enplanements increased 26 percent, or 1.2 percent per year on average.

SAT’s enplanement trends in the past 20 years reflect an eventful period for the U.S. aviation industry, and
the 2000s were the most difficult years:

The long-running U.S. economic expansion from the early 1990s ended with the brief recession, which
lasted from March to November 2001. While the U.S. economy was in recession, the U.S. aviation industry
faced terrorist attacks on September 11, 2001.

The terrorist attacks caused an already weak air travel demand to fall sharply. They also prompted stringent
airport security measures, changes in travel behavior, and business restructuring in the airline industry.

Jet fuel cost per gallon quadrupled from 2000 to 2008. It remained at record high levels through 2014. In
late 2014, jet fuel prices began falling along with world oil prices, returning to mid-2000s’ levels. In recent
months, jet fuel prices have begun to recover and are expected to continue rising.

Amid record fuel prices, the U.S. economy entered the Great Recession from December 2007 to June
2009. The Great Recession was the longest and deepest recession since the Great Depression. The
recovery from this recession was also the slowest of all recoveries from previous recessions since the Great
Depression. The Great Recession spread globally and weakened demand for domestic and international
passenger and cargo air services.

Financial difficulties led many airlines to bankruptcy filings, business restructuring, mergers, and, in certain
cases, liquidation.

Airlines responded to weak air travel demand and high fuel prices with cuts in domestic seat capacity,
increases in load factors, retirement of old aircraft, fleet reconfiguration, route transfers between mainline
and regional service, route network changes, pricing changes, and various other cost-cutting measures.
The cuts in domestic seat capacity fell disproportionately on smaller airports, including medium hubs like
SAT.

Traffic was also affected by bad weather, natural disasters, disease outbreaks, wars, and civil unrest in
different parts of the world.
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Figure 3.2-1: SAT Long -Term Enplanement Trends
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Source: San Antonio Department of Aviation; Compiled by Unison Consulting, Inc.

These developments have had significant and lasting effects on the U.S. aviation industry. Following the
2001 recession and terrorist attacks, SAT saw decreases in enplanements in three consecutive years
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through 2003, all in all a 10 percent decrease from FY 2000 to FY 2003. Growth followed in the next five
consecutive years, including 2008, the first year of the Great Recession. Enplanements set new high
records, reaching 4.2 million just before decreasing 5.6 percent in 2009.

In 2010, the first year of recovery from the Great Recession, U.S. airlines, as an industry, began to see
profits. Their business restructuring efforts and capacity restraint began producing good financial results,
helped by significant decreases in fuel cost and the strengthening of air travel demand. At SAT,
enplanements resumed growth at a slow and steady pace, averaging 1.5 percent per year through FY 2017.

Today, U.S. airlines continue to enjoy relatively low fuel costs and earn net profits. Markedly improved
financial performance has allowed them to renew their fleets and increase scheduled flights and seats while
maintaining capacity discipline. SAT is benefitting from the increase in airline capacity, with enplanements
on track to increase 10 percent in FY 2018 based on actual performance through June and scheduled seats
for the remainder of the year. For the nine-month period ending in June 2018, SAT’s enplanements posted
a year-over-year increase of 9.3 percent. For the remaining three months in FY 2018, scheduled seats
show a year-over-year increase of 11.3 percent.

3.2.2 AIRPORT AND U.S. ENPLANEMENT TRENDS

SAT’s long-term enplanement growth trends closely tracked national trends (Figure 3.2-2 ). The short-term
dips in SAT's traffic also generally coincided with the short-term dips at the national level, as did high growth
periods. The dips in traffic typically occurred during economic downturns. In 2001, the dip in traffic resulted
from both the economic recession and the 2001 terrorist attacks.

From FY 1968, SAT’s enplanements increased more than five-fold, as did U.S. total enplanements. Over
the 50-year period, the Airport outpaced the nation in cumulative enplanement growth by less than 5
percentage points. In the last 20 years, however, the pace of enplanement growth at SAT slowed relative
to the national pace. From FY 1997 to FY 2017, SAT enplanements grew 26 percent, significantly less than
the 43 percent cumulative growth in U.S. total enplanements. SAT maintained a share of at least 0.5 percent
of total U.S. enplanements, falling within FAA’s medium hub airport classification.*

In the last two years, enplanement growth at SAT accelerated to keep pace with national growth trends,
and, in FY 2018, SAT's enplanements are on track to grow at twice the national rate.

! By FAA classification, a medium hub enplanes 0.25 percent to 1 percent of total U.S. enplanements.
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Figure 3.2-2: Comparison of Long -Term Enplanement Growth Trends at SAT and Nationwide
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Source: San Antonio Department of Aviation and U.S. DOT BTS. SAT annual enplanements are on the airport’s fiscal year basis. U.S.
enplanements are on calendar year basis. Compiled by Unison Consulting, Inc.

3.2.3 ORIGIN AND DESTINATION AND CONNECTING TRAFFIC COMPOSITION

SAT passengers consist largely of O&D traffic—passengers who begin and end their air travel at the Airport.
Since 2000, the share of O&D traffic has remained constant at approximately 95 percent (Figure 3.2 -3).
Connecting traffic makes up the remaining share of around 5 percent. Having predominantly O&D traffic
reduces an airport’'s vulnerability to changes in airline route networks. Unlike connecting traffic which is
brought by an airline and can go away with changes in airline routing, O&D traffic is generated by an
airport’s service area. As long as O&D traffic is strong, airlines will come to serve an airport.
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Most connecting passengers at SAT fly Southwest Airlines. The top five 5 origin or destination airports for
connecting passengers are Dallas Love Field (DAL), Los Angeles (LAX), San Diego (SAN), El Paso (ELP),
and Houston Hobby (HOU) where Southwest Airlines has a large presence.

Figure 3.2-3: Origin and Destination and Connecting Traffic (Fiscal Years 2000-2017)
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Source: San Antonio Department of Aviation and estimates by Unison Consulting, Inc., based on data from the U.S. DOT DB1B;
Compiled by Unison Consulting, Inc.

3.2.4 DOMESTIC AND INTERNATIONAL TRAFFIC COMPOSITION

The Airport serves predominately scheduled domestic traffic, which accounted for 95.6 percent of FY 2017
enplanements (Figure 3.2 -4). Scheduled international traffic accounted for 4 percent and charter traffic
accounted for the remaining 0.4 percent. These relative shares have not changed materially in the last five
years.
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Figure 3.2-4: Domestic and International Composition of SAT Enplanements

Scheduled

FY Domestic International Charter Total

EP (1,000s) Share EP (1,000s) Share EP (1,000s) Share EP (1,000s
2013 3,846 93.7% 235 5.7% 23 0.6% 4,104
2014 3,937 93.9% 224 5.3% 32 0.8% 4,19¢
2015 3,936 93.4% 254 6.0% 22 0.5% 4,212
2016 4,088 94.8% 208 4.8% 18 0.4% 4,314
2017 4,234 95.6% 177 4.0% 21 0.4% 4,432

Charter (0.4%)

Notes:
EP — enplanements
FY — Fiscal Year

B Domestic (95.6%) W International (4.0%)

Source: San Antonio Department of Aviation; Compiled by Unison Consulting, Inc.

3.2.5 SEASONALITY IN ENPLANEMENTS

Monthly enplanements show a seasonal pattern (Figure 3.2 -5). Traffic levels are typically at their lowest in
January and February. They are at their highest in June and July, after which they begin to fall to a summer-
end low in September.
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Figure 3.2-5: Monthly Enplanement Trends
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Source: City of San Antonio Department of Aviation; Compiled by Unison Consulting, Inc.

3.2.6 AIRLINE MARKET SHARES

Figure 3.2 -6 shows the trends in SAT enplanements by airline in the last five years. The recent wave of
airline consolidation left the industry with four major airlines controlling the large majority of U.S. passenger
traffic. These four major airlines accounted for 92 percent of SAT enplanements in FY 2017, with Southwest
Airlines holding the largest share (41 percent), followed by American Airlines (21 percent), Delta Air Lines
(15 percent), and United Airlines (15 percent). The remaining 8 percent of SAT enplanements are eight
other scheduled passenger carriers (three U.S. carriers and five foreign flag carriers) and several charter
operators. These market shares have not changed materially in the last five years.

The growth in enplanements at SAT over the last five years is broad-based, with all four major airlines and
all the other airlines as a group showing growth in enplanements. SAT enplanements increased by 327,511
from FY 2013 to FY 2017. Southwest Airlines and the group of all the other smaller scheduled and
nonscheduled carriers were the largest contributors.

San Antonio was the second city to receive Southwest Airlines service. Southwest Airlines began serving
the Airport in June 1971 with 6 daily nonstop departures to Dallas Love Field. As of June 5, 2018, Southwest
operated 53 departures per day from SAT to 22 cities.
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Figure 3.2-6: Enplanements by Airline (Fiscal Years 2013-2017)
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Southwest includes AirTran’s enplanements prior to post-merger integration.
United includes Continental’s enplanements prior to post-merger integration.
American includes US Airway’s enplanements prior to post-merger integration.
Mainline includes charter enplanements.

Source: City of San Antonio Department of Aviation; Compiled by Unison Consulting, Inc.
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Figure 3.2-6 also shows that mainline service gained market share from regional service over the past five
years, a trend that reflects the growing industry practice of airline fleet upgauging?. Airlines have been
adding capacity without increasing flights by replacing regional service with mainline service, by adding
more seats to existing aircraft, and by retiring smaller aircraft from their active fleet and replacing them with
larger aircraft.

3.2.7 TOP DOMESTIC ORIGIN AND DESTINATION MARKETS

Figure 3.2 -7 shows the SAT’s top 20 domestic O&D markets in CY 2017, ranked by share of O&D
enplanements at the Airport. They include 18 of the 30 largest U.S. metropolitan areas. The top 20 markets
accounted for 63 percent of SAT's O&D enplanements.

2 The FAA defines mainline carriers as airlines that provide service using aircraft with 90 seats or more. Regional carriers are defined
as airlines that offer service with smaller aircraft (less than 90 seats) and typically fly routes that supplement the networks of mainline
carriers.
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Figure 3.2-7: Top 20 Origin and Destination Markets (2017)
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#7ANew York, NY
#16)Philadelphia, PA

#2\Washington, DC

x .#11 Orlando, FL

San Antonio, TX

14 Miami, FL

2017 Metropolitan Area Airports Share of SAT O&D Mark
Ranking (2016 Population Ranking) Passengers
1 Dallas, TX (4) DAL, DFW 6.8%
2 Washington, DC (6) BWI, DCA, IAD 5.4%
3 Los Angeles, CA (2) BUR, LAX, LGB, ONT, SNA 5.3%
4 Las Vegas, NV (29) LAS 5.1%
5 Chicago, IL (3) MDW, ORD 4.8%
6 Denver, CO (19) DEN 4.5%
7 New York, NY (1) EWR, HPN, ISP, JFK, LG/ 4.4%
8 Atlanta, GA (9) ATL 3.9%
9 Phoenix, AZ (12) PHX 2.8%
10 San Francisco, CA (11) SFO, SJC 2.5%
11 Orlando, FL (23) MCO 2.2%
12 Seattle, WA (15) SEA 2.1%
13 San Diego, CA (17) SAN 2.1%
14 Miami, FL (8) FLL, MIA 1.7%
15 Boston, MA (10) BOS, MHT, PVD 1.7%
16 Philadelphia, PA (7) PHL 1.6%
17 El Paso, TX (68) ELP 1.6%
18 Nashville, TN (36) BNA 1.6%
19 St. Louis, MO (20) STL 1.6%
20 Kansas City, MO (30) MCI 1.5%
Top 20 Destinations 63%
Other Destinations 37%

Notes:
0O&D - Origin and Destination
SAT - San Antonio International Airport

Sources: U.S. DOT 10%-sample airline ticket survey, U.S. Census Bureau, and Unison Consulting, Inc.
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3.2.8 SCHEDULED PASSENGER AIRLINE SERVICE

Figure 3.2 -8 shows the trends in scheduled passenger airline service at SAT from CY 2013 to CY 2018.
The published airline schedules for CY 2018 show nonstop passenger service to 54 airports—49 in the
United States, four in Mexico and one in Canada, also shown in Figure 3.2-9. These 54 destinations
represent a net increase of 12 from the previous year. Flight departures and seats also increased by 4.9
percent and 9.4 percent, respectively, from the previous year. Seats are at their highest levels over the six-
year period. The increasing trend in average seats per departure, from 118 in 2013 to 139 in 2018, reflects
the growing industry practice of aircraft upgauging.

The distribution of scheduled seats by airline is consistent with the airlines’ enplanement shares. Southwest
accounts for largest share of seats (41 percent), followed by American (20 percent), United (14 percent),
Delta (13 percent), and all other carriers (12 percent). All four major U.S. carriers and the group of all other
smaller carriers show increases in scheduled seats for CY 2017 and CY 2018 (Figure 3.2 -10). The following
factors likely contributed to the expansion in scheduled passenger airline service at SAT: (1) continuing
economic expansion in the region and nationwide, (2) fleet renewal and expansion by U.S. airlines, and (3)
the City of San Antonio Department of Aviation’s proactive air service development initiatives.

Even though no single airline controls a majority share of scheduled seats at SAT, the Airport’s market is
considered highly concentrated based on a Herfindahl-Hirschman Index (HHI) of 2,503 in CY 2018,
calculated based on airlines’ shares of scheduled seats. The HHI is the sum of the square of each airline’s
share of seats. Using the U.S. Department of Justice criteria for evaluating the competitiveness of a
marketplace, an HHI of 2,500 or greater is considered a highly-concentrated market place with four or fewer
effective competitors. SAT's HHI of 2,503 just crosses the threshold of high market concentration. This
market concentration index has increased over time at SAT. Figure 3.2 -11 measures market concentration
in terms of airline shares of scheduled seats in CY 2018 for all medium hub airports. All but one airport
shows moderate to high market concentration.
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Figure 3.2-8: Trends in Scheduled Passenger Service  (2013-2018)
Nonstop Airport Destinations
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Notes:

Southwest includes AirTran’s service prior to post-merger integration. United includes Continental's service prior to post-merger
integration. American includes US Airway’s service prior to post-merger integration.

Source: OAG Schedules Analyzer; Compiled by Unison Consulting, Inc.
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Figure 3.2-9: Nonstop Destinations (2018)

Source: Official Airline Guide Schedules Analyzer; Compiled by Unison Consulting, Inc.

Figure 3.2-10: Trends in Scheduled Seats by Airline (2013-2018)
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Notes:

Southwest includes AirTran’s seats prior to post-merger integration.
United includes Continental’s seats prior to post-merger integration.
American includes US Airway’s seats prior to post-merger integration.

Source: Official Airline Guide Schedules Analyzer; Compiled by Unison Consulting, Inc.
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