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Summary of Key Findings

The Ted Stevens Anchorage International Airport (ANC) is an important contributor to the Anchorage and
Alaska economy. The airport serves as a critical link in passenger and cargo transport between Alaska
communities and the U.S. It plays an important global role supporting the movement of air cargo between
North America and Asia, as well as other international destinations. Air cargo trends at ANC are often a good
indicator of the ebbs and flows of the global economy, particularly the trade flows between North America
and Asia. ANC also supports economic activity generated by these air linkages, including airline, air services,
wholesale and retail trade, transportation, utilities, hospitality, construction, and professional services sectors.
Important governmental services are also provided at ANC, including national security and border control. To
better understand the economic impact of ANC, the Anchorage Economic Development Corporation (AEDC)
contracted with McDowell Group to conduct a study of ANC and its role in Anchorage’s economy in fiscal
year (FY) 2011 (July 2010 — June 2011).

Following is a summary of key findings.
Overview of ANC

1 ANC encompasses 4,837 acres, including three runways and the adjacent Lake Hood Seaplane Base

(LHD) and Lake Hood Strip (Z41) general aviation airports. It also comprises:
0 500 floatplane slips and 500 wheeled airplane tiedowns
0o Two terminal buildings (North and South)
0 Rental Car Center
0 Alaska Railroad Train Depot
1 Along with the airport administration (Alaska Department of Transportation & Public Facilities),
approximately 265 businesses or agencies lease (or sublease) space at ANC. These tenants provide

services directly to the airport and its operation, or provide goods and services that primarily serve air
passengers or air cargo clients. Tenants include:

0 Air service companies (more than 35 regional and small carriers)
o Airlines (about 45 large air carriers, both all-cargo and passenger service)

0 Airport operations and support (about 40 businesses providing services to the airport and
airlines)

0 Logistics and freight forwarders (at least 10 companies)
o Car rental and parking services (about 15 companies)
o Government agencies, including local, state and federal
0 Associations, tour companies, and cultural attractions

0 Retail operations and service providers (approximately 80 businesses)
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Economic Impacts

Employment and Earnings

1 An estimated 9,123 employees work directly for ANC (such as ANC’s administrative staff) or

businesses or entities located at ANC. These employees earned $724 million in earnings in FY 2011.

1 The multiplier effect (indirect and induced impacts) of the economic activity at ANC supports an

additional 6,454 jobs and $303 million in annual earnings.

1 In total, ANC generated 15,577 jobs and $1.0 billion in earnings in the Anchorage economy in FY
2011.

1 Onein 10 jobs in Anchorage is directly or indirectly related to ANC.
Spending on Goods and Services

1 Alaska’s private sector provides a wide range of goods and services to ANC, including wholesale and
retail trade goods, electric power and other utilities, fuel, construction services, and professional and
technical services. Eighty percent of ANC’s spending in FY 2011 was related to construction, followed

by utilities (5 percent), and wholesale and retail trade (4 percent).

1 The majority of vendors are located in the Anchorage area, representing $8 out of every $10 ANC

spent with Alaska’s private sector in FY 2011.
Construction Projects
1 In FY 2011, public infrastructure construction projects at ANC generated an estimated 1,078 annual

equivalent jobs (direct and indirect) in Anchorage and $54 million in earnings.

Government Revenues

T Since ANC falls under the Alaska International Airport System, which is owned and operated by the
Alaska Department of Transportation and Public Facilities, all revenues support the International

Airport Revenue Fund (IARF), a self-sufficient enterprise fund of the State of Alaska.

o In FY2011, $101.2 million in operating and investment revenues were generated for the

IARF. Landing fees made up 37 percent (or $37.5 million) of total revenue.

1 ANC generates a significant amount of direct revenue for the Municipality of Anchorage, including at
least $2.3 million in property tax payments to the Municipality from businesses operating at ANC in
2011.

T ANC also received $32.5 million in capital contributions from federal agencies (Federal Aviation
Administration and Transportation Safety Administration) and passenger facility charges in FY 2011.

Economic Impact of Ted Stevens Anchorage International Airport McDowell Group, Inc. ® Page 2



Aviation Activity

1 ANC is an international air cargo hotspot, as well as an important passenger gateway in Alaska. ANC
received about 274,000 aircraft landings in FY 2011. These landings accounted for over 5 million
passengers and more than 5.75 billion pounds of freight. Below is a table that summaries FY2011
flight activity.

ANC Flight Activity Summary, July 2010-June 2011

Passenger
Total international volume 40,831 passengers
Total domestic volume 4,877,898 passengers
Total transit volume 164,204 passengers

Total passenger volume 5,082,592 passengers
Total passenger landings 50,687 landings
Cargo

Total international cargo 3.78 billion pounds
Total domestic cargo 1.97 billion pounds
Percentage of cargo that is transit 34%

Total cargo volumes 5.75 billion pounds
Total all-cargo landings 86,254 landings
Other

Total general aviation and other aircraft movements 82,909 landings
Total all aircraft movements 273,682 landings
Source: ANC
Linking Anchorage

Passenger Travel

1 In 2010, 2.3 million passengers boarded direct flights that originated in Anchorage. These passengers
traveled from Anchorage to 136 different “first stop” destinations in Alaska, the U.S., and
internationally.

o Top Alaska destinations are Fairbanks, Juneau, Kenai, Kodiak, and Bethel.

0 Top U.S. destinations are Seattle (WA), Minneapolis (MN), Chicago (IL), Portland (OR), and
Salt Lake City (UT).

o Top international destinations are Taipei (Taiwan), Vancouver (Canada), Frankfurt (Germany),
Tokyo (Japan) and Osaka (Japan).
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Cargo Linkages

WITHIN ALASKA

Approximately 148 million pounds of cargo was transported from Anchorage to over 90 Alaska
communities in 2010. The largest volume of cargo was transported to Bethel with 36 million pounds,

followed by Nome, Kotzebue, Dillingham, and Fairbanks.

OTHER U.S. DESTINATIONS

AsIA

Of the 3.4 billion pounds of cargo that traveled from ANC to the Lower 48 in 2010, approximately
3.2 billion pounds went to 10 destinations. Chicago received the most cargo, followed by Los

Angeles, New York, Louisville, and Dallas/Fort Worth.

In total, 2.1 billion pounds of cargo were transported from the U.S. to Asia in 2010. Another 4.1
billion pounds were transported from Asia to the U.S. The majority of the cargo going both directions
traveled through ANC:

0 71 percent of all Asia-bound cargo volume from the U.S., and
0 82 percent of all cargo U.S.-bound cargo volume from Asia.

While the volume of cargo transiting through ANC is already substantial, just over half of total aircraft
capacity (56 percent) was utilized on the way from ANC to Asia in 2010. Substantially more aircraft
capacity (84 percent) was utilized from Asia to ANC. This additional capacity represents an

opportunity for future growth in ANC’s already important role in international cargo transportation.

OTHER INTERNATIONAL DESTINATIONS

Less than 1 percent of ANC's total international cargo activity in 2010 went to countries other than
China, Hong Kong, Japan, Korea, and Taiwan. Of that 1 percent, the top five international
destinations were: Toronto, Canada; Frankfurt, Germany; Helsinki, Finland; Guadalajara, Mexico; and

Yuzhno-Sakhalinsk, Russia.

Other Measures of Economic Impacts

Visitor Spending Impacts

1 The visitor industry is an important contributor to Southcentral Alaska’s economy. Most of

Anchorage’s visitors (not including Alaska resident visitors) enter or exit Southcentral Alaska through
ANC.

An estimated 550,000 out-of-state and international visitors traveled to Southcentral Alaska via ANC

during the summer 2011 tourist season.
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1 Combined with an average per person per trip spending estimate of $1,500 in FY 2011, total annual
spending by nonresident visitors exiting Alaska from ANC is $825 million. Additional spending on air
tickets by nonresidents traveling to Anchorage is estimated at $220 million.

1 Visitor spending on air travel affects ANC’s revenues from a number of sources, including landing
fees, fuel fees, airline employee wages, and other purchases in support of airline and airport
operations.

1 The visitor industry also generates significant revenue to the Municipality of Anchorage in the form of
room tax and vehicle rental tax receipts. An estimated 75 percent (or $18.9 million) of these tax

receipts is associated with resident and nonresident travel through ANC.

Summary of ANC Economic Impacts, FY 2011

Economic Activity Impacts

Direct Impacts

Annual average direct employment 9,123
Annual direct payroll $723.6 million
Private sector spending on goods and services $82.6 million
Construction expenditure $89.0 million
Revenue to International Airport Revenue Fund $101.2 million
Property tax payments to Municipality of Anchorage by ANC leaseholders >$2.3 million
Number of communities with direct passenger service from ANC 136
Global airport ranking by volume of air cargo Sth
Domestic airport ranking by volume of air cargo 2nd

Multiplier Effects

Indirect and induced employment in Anchorage 6,454

Indirect and induced payroll in Anchorage $303.2 million
Total Impacts

Total employment (direct, indirect, and induced) in Anchorage 15,577

Total payroll (direct, indirect, and induced) in Anchorage $1,026.8 million

Other Economic Impacts

Estimate of Alaska spending by Southcentral visitors who use ANC $825 million

Source: ANC, Alaska Department of Labor and Workforce Development, and McDowell Group estimates.
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Methodology

The Anchorage Economic Development Corporation contracted with McDowell Group to conduct an

economic impact study of the Ted Stevens Anchorage International Airport (ANC).

The analysis is based on the impact of businesses, organizations, and agencies located at ANC, including air
carriers, airport concessions and other leaseholders, air freight companies, airline support services, and
government and civic organizations. This analysis includes not only the activity associated with ANC's North
and South Terminals and runways, but also the adjacent Lake Hood Seaplane Base (LHD) and Lake Hood Strip
(Z41) general aviation airports. It provides an estimate, otherwise known as the multiplier effect, of the
spending impacts of these entities and their employees on jobs and income for businesses located elsewhere

in Anchorage.

This study does not include other air-related businesses (such as off-site air freight companies, or aircraft
repair or supply businesses) that are not found at ANC, as these firms are also present to serve other private

and commercial interests located at Merrill Field and other airports and airstrips throughout Alaska.

While it is obvious that visitation to Southcentral Alaska would be seriously curtailed without ANC, this report
does not estimate the visitor industry’s employment and income impacts directly attributable to ANC. Rather,
this report includes a discussion of the value of Alaska’s visitor industry and its importance in Anchorage’s
economy, and the role ANC plays in supporting that industry.

A variety of data sources were used for this study. ANC provided McDowell Group with employment, payroll,
labor costs, revenue and vendor spending data. ANC also provided background information on airport
facilities, leaseholders, and number of badged employees working at ANC. The Alaska Department of Labor
and Workforce Development (ADOLWD) provided customized data on the annual average employment and
payroll of entities located at ANC. Transportation statistics were reported by the Airports Council International
and ANC. Property tax data was retrieved from the Municipality of Anchorage’s property tax account
website. Many individual businesses located at ANC were also directly contacted to better understand their

employment impact and business activities.

McDowell Group used the input-output model, IMPLAN™, to estimate the multiplier effect of activity at ANC

on the Anchorage economy.
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Overview of ANC

ANC is Alaska’s busiest airport. The airport serves as the principal hub for many carriers serving Alaska’s
regional, U.S. and international markets. ANC encompasses 4,837 acres, including three runways over 10,600
feet long (the longest is 12,400 feet). The ANC property also contains the adjacent Lake Hood Seaplane Base
(LHD) and Lake Hood Strip (Z41) general aviation airports connected by a taxiway. ANC has 500 floatplane
slips and 100 ski-equipped airplanes use Lake Hood during the winter season. There are also 500 wheeled
airplane tiedowns (largely for private-use planes). Lake Hood is considered the largest and most heavily
populated seaplane base in the world."

Two terminal buildings, known as the North and South terminals, operate at ANC. The North Terminal
houses both domestic and international operations, a duty-free shop, and the administration and operations
for the U.S. Department of Homeland Security, Customs and Border Protection, and the U.S. Department of
Agriculture. The South Terminal largely serves domestic and regional air carrier operations in A, B, and C
concourses, as well as providing space for ANC staff offices, restaurants, bars, gift shops, ground

transportation, the Rental Car Center, and the Alaska Railroad Train Depot.

Since operations began in 1953, ANC has grown significantly; most changes have occurred in the past 10

years, including:
1 2000-2004 — major renovations to C concourse
1 2005 - opening of a new airfield maintenance facility
1 2007 - construction of the Rental Car Center
T 2007-2009 - renovation of B concourse
1 2010 - reconstruction of the southerly east/west runway

1 2011 - lengthening of the southerly east/west runway

Tenants

In addition to ANC administrative offices, approximately 265 businesses or agencies lease (or sublease) space
at ANC. These businesses range from large operations (e.g., Federal Express) to small businesses (e.g., a
barbershop.) The tenants provide direct services for airport and airline operations, or they provide goods or

services that primarily serve passengers or air cargo clients. The wide array of businesses or agencies includes:

1 Air service (more than 35 regional and small carriers, and flight seeing operations, such as lliamna Air
and Rust’s Flying Service)

1

ANC.
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Airlines (approximately 45 large carriers, such as Alaska Airlines, Delta Airlines, Korean Air Lines and
Cathay Pacific)

Airport operations and support (at least 40 businesses, including Sky Chefs, Alaska Snow Removal,

Huntleigh USA Corporation, Swissport Fueling, and Tesoro Alaska Company)

Logistics and freight forwarders (at least 10 companies, such as Alaska Air Forwarding, Commodity
Forwarders, and Midnight Sun Logistics)

Car rental and parking (approximately 15 companies, including AVIS Rent a Car, and Republic
Parking)

Federal government offices, including U.S. Transportation Security Administration, US Fish & Wildlife
Service, U.S. Coast Guard, U.S. Department of Commerce — National Oceanic and Atmospheric
Administration, U.S. Postal Service, and Federal Aviation Administration

State government, including Alaska Department of Transportation and Public Facilities and Alaska
Department of Public Safety

Associations or organizations (such as the Anchorage Convention and Visitors Bureau, and Alaska

Airmen’s Association, Inc.)

Tourism and cultural attractions (Alaska Railroad Corporation, Alaska Aviation Heritage Museum, and
Royal Celebrity Tours)

Retail stores and service providers (approximately 80 businesses, including Duty Free Shoppers,
Brookstone Stores, and Hudson’s)

Food and drink establishments (such as Chili’s, Starbucks, Yogurtland, and McDonald’s)

Alaska industry (including BP Exploration Alaska and ConocoPhillips Alaska)

By February 2011, Kulis Air National Guard Base located at ANC completed its move of approximately 350-

400 full-time jobs and 1,300 “weekend warriors” to Joint Base Elmendorf-Richardson. ANC is actively seeking

new tenants for the space previously occupied by Kulis.

A complete list of tenants (and subtenants) is found in the Appendix.
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ANC Aviation Activity

Summary of ANC Aviation Activity

ANC is an international air cargo hotspot, as well as an important passenger gateway in Alaska. The airport
received 273,682 landings in FY 2011 (July 2010 - June 2011). These landings include a total of over 5
million passengers. The table below provides a summary of ANC’s passenger and air cargo activity in FY
2011.

ANC Aviation Activity Summary, July 2010-June 2011

Passenger
Total international volume 40,831 passengers
Total domestic volume 4,877,898 passengers
Total transit volume 164,204 passengers

Total passenger volume 5,082,592 passengers
Total passenger landings 50,687 landings
Cargo

Total international cargo 3.78 billion pounds
Total domestic cargo 1.97 billion pounds
Percentage of cargo that is transit 34%

Total cargo volumes 5.75 billion pounds
Total all-cargo landings 86,254 landings
Other

Total general aviation and other aircraft movements 82,909 landings
Total all aircraft movements 273,682 landings
Source: ANC

Landings

Of the total landings at ANC in FY 2011, 86,254, or 32 percent, were all-cargo landings. Another 38 percent
were either all-passenger landings or a combination of passengers and cargo. The remaining 30 percent of

landings were categorized as “general aviation and other aircraft movements.”

The airport received the most air transportation movements (combined total passenger, combination and all-
cargo landings) in the summer months and the fewest in the winter season. Total air transportation
movements for July and August 2010, and June 2011 combined totaled 61,486 landings, or 32 percent of all
landings in FY 2011. Total combined air transportation movements for December 2010, and January and
February 2011 were 38,669, or 20 percent of all landings in FY 2011.
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Total ANC Air Transportation Movements by Month,
July 2010-June 2011

H Passenger and combination aircraft H All-cargo aircraft
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Source: ANC

General aviation and other aircraft movements followed a similar seasonal pattern, with the lowest number of
landings for FY 2011 in November (2,807 landings) and the highest in June (12,409).

ANC General Aviation and Other Aircraft Movements, by Month,
July 2010-June 2011
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Cargo Activity
Global Ranking

ANC ranks among the top five airports worldwide in terms of air cargo throughput (including loaded and
unloaded freight and mail.) The cargo throughput at ANC was the fifth highest worldwide in 2010, after
Hong Kong; Memphis, Tennessee; Shanghai, China; and Incheon, Korea. Watching the cargo activity trends
at these airports is often a good indicator of the ebbs and flows of the global economy.

Top Five Air Cargo Airports, Worldwide, 2010

Airport (\;gr:;i)
Hong Kong 9.18 billion
Memphis, Tennessee 8.64 billion
Shanghai, China 7.12 billion
Incheon, Korea 5.92 billion
Anchorage, Alaska* 5.83 billion

* Includes transit freight
Source: Airports Council International, 2010.

Domestic Ranking

Within North America, ANC ranks second in landed weight behind Memphis. Other airports with high cargo

volumes in North America include Louisville, Kentucky; Miami, Florida; and Los Angeles, California.

Top Five Air Cargo Airports, North America, 2010

Airport &;gt’:&;
Memphis, Tennessee 8.64 billion
Anchorage, Alaska* 5.83 billion
Louisville, Kentucky 4.78 billion
Miami, Florida 4.05 billion
Los Angeles, California 3.85 billion

* Includes transit freight
Source: Airports Council International — North America, 2010.

Historical Air Cargo Volume

The volume of air cargo through ANC has fluctuated from year to year (between FY 2002 and FY 2010),
ranging from a low of 4.19 billion pounds in 2008 to a high of 6.39 billion pounds in 2006. Since FY 2002,
approximately 73 percent of all air cargo was “in transit” through ANC.
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ANC Air Cargo Transit and Air Cargo Non-transit Volume, by Fiscal Year,
FY 2002-FY 2010

Source: ANC

FY 2011 Air Cargo Volume

-June 2011

Source: ANC
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