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COUNCIL AGENDA:
ITEM:

Ad Hoe Committee on Airport Competitiveness
Meeting Report

September 15,2011

PRESENT:

ABSENT:

Mayor Reed, and Councilmembers Liccardo and Pyle

Herrera

STAFF: City Manager Debra Figone, Airport Director Bill Sherry, OED Director Kim
Walesh, Sr. Deputy City Attorney Kevin Fisher, Airport Director of
Governmental Relations Jim Webb, the Mayor’s Economic Development Policy
Advisor Ru Weerakoon and Deputy City Clerk Tamara Davis.

Status of the Airport Competitive Strategic Plan - An update on the status of
implementing the Competitive Strategic Plan: Status on the impact on the Cost Per
Enplaned Passenger (CPE)

Documents Filed: Handout: Status of Airport Reduction Options and Competitiveness
Measures, August 2011.

Airport Director Bill Sher)y discussed Council direction to keep the cost per enplanement
(CPE) at or under $12, which is an average of all the airline carriers. Southwest, which is
52% of the SJC market, is much lower than the rest of the airlines with a CPE of $8.84.
However, some airlines are in the range of $18-$20 CPE, which is an industry high. The
goal is to keep the CPE average at $12. Two factors contributing to higher CPE are
reduced passenger numbers and the Airport’s debt service on the new facilities. To date
the Airport has reduced its operating budget by $54 million. The Airport is forecasting
2.5% growth over next five years. Will need to use all available excess bond proceeds
and maintain all cost reductions to keep the CPE at $12. If any assumptions prove false,
the CPE average will be pushed above the $12 target. The only two options to keep the
Airport on track are the West Side Development and if the Federal government elected to
increase the Passenger Facility Charge (PFC). Fuel costs are not factored into the CPE,
but if fuel prices increase SJC will see a drop in air service and an increase in airline
ticket prices.

Director Sherry briefly discussed the staff’s analysis of prevailing wage. The Council
approved a new living wage ordinance on December 7, 2010. The Administration issued
an RFP for parldng operators requiring living wage as the minimum compensation level
but discovered that a prevailing wage policy for this service still exists. Prevailing wage
does have impacts to operating costs but not to the level that would a revision to the
Prevailing Policy is recommended. Staff therefore recommends that no action be taken to
revise the living or prevailing wage policies and to move forward with the parldng RFP
with prevailing wage continuing to be the minimum compensation level.
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Action: No action taken
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Co

Police Outsourcing/Fire Outsourcing- Current status of the outsourcing of Airport
police and fire service.

Fire services are no longer being considered for outgourcing, since the City has received
money from the SAFER grant. The grant will maintain SJFD service.s through the FY
2012-2013. City Administration terminated the service proposal from to Wackenhut.

Airport administration is moving forward with a study of a hybrid police service model.
The City Council approved seven months of SJPD services at a modified price and five
months of service at the costs proposed by the Santa Clara County Sherriff’s Office. Staff
will bring forward recommendations Airport security service to the Ad Hoc Committee
on Airpm~ Competitiveness and PSFSS Committee in October and to the full council in
November.

Action.: No action taken

Westside Development Strategy - Overview of West side development issues, options,
timelines and processes (not to exceed 45 minutes)

Documents Filed: West Side Development Maps dated September 2011.

Council instructed the airport to look at non-aviation land uses for the West Side
development. The airPort got a grant from the FAA for the upgrade oftaxiway W. The
FAA must determine the need for aviation development before it will approve non-
aviation uses. The FAA will require that the Airport meet all the aviation demand first
before any land can be rezoned and put to non-aeronautical use. Director Sherry "
suggested allowing the market to determine what services are needed.

Deputy Director of Airport Planning, Dave Maas, presented three options for the West
Side Development Plan. Currently, there are 44 acres that can be developed due to the
relocation of Airport parking to the new parldng structure on the east side of the Airport.
Staff is looking to house another Fixed-Based Operator (FBO) on the West Side property.
Airport staff is seeking input from the public. Staff plans to bring the items back to
Airport Commission at its October 17, 2011 meeting.

Public Comments: Tim Murray of Atlantic Aviation informed the Committee that he
currently has two FBOs on the West Side grounds. If runway 11-29 is closed, the FBOs
would be able to fully operate. If the runway in not ultimately closed, the City will have
to take back some land from the FBOs and this could be detrimental to the FBOs. The
Airport plan limits options for other business usage. He urged the City to take the time to
properly develop the West Side.

Steve Frost was concerned about clgsing runway 11-29. He questioned if profit potential
would be diluted since part of property is in the City of Santa Clara. He appreciates the
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community outreach efforts by the City. He suggested meeting with people who have
land leases and subleases.

Larry Hietila of Signature Flights is in favor of option 1. Signature Flights is looking to
make a meaningful investment in SJC. The company has the cash available now and
does not need outside financing.

Action: No action taken

Business Engagement Strategy - Update of efforts to engage the business community in
supporting City efforts to attract new air carriers/air service

The Mayor thanked business engagement partners Silicon Valley Leadership Group and
San Jose Chamber of Commerce and others.

Joe Hedges (OED) mentioned that the Silic.on Valley Task Force is hosting a dinner for
All Nippon Airlines in October to demonstrate business community support for
international flight service to Tokyo and another event for a European airline based in the
United States. There is a current program underway for seat banking to
Washington/Dulles, which will guarantee very competitive prices. The San Jose
Chambers of Commerce was helpful in conducting an online survey to gauge support for
Tokyo service. The survey included responses from 81 companies which will be shared
airlines.

The survey showed that 98% of respondents prefer to travel from SJC instead of SFO.
Additionally, the survey reported:

¯ Eighty-one percent (81%) of businesses travel to Japan at least once a year,
¯ Twenty-four percent (24%) travel to Japan at least 50 times a year,
¯ Sixty percent (60%) travel.in premium packages, and
¯ Eighty-two percent (82%) travel to Tokyo and other cities in Asia

Staff has also created an online survey to gauge support for flights to India, since San
Jose has the second largest Indo-American population in the United States.

David Vossbrink reported Alaska and Hawaiian Airlines are increasing air service to
Hawaii. Airport staff will travel to Tokyo to make a final presentation for the SJC to
Tokyo air route. Airport staff will also be going Berlin to meet with 10 international
carriers to sell SJC as a viable airline market.

Mr. Vossbrink informed the Committee that ANA is rolling out new seat products and
asked if they can demonstrate them in the City of San Jose Rotunda on October 24-25,
2011. Staff will also be meeting with Korean airlines in Los Angeles later this year as a
follow-up to a previous meeting. The Airline industry says 2012 will be a flat year for
travel partly due to uncertainty about fuel cost.

The Mayor reminded the Committee that the CPE is a very important issue to airlines and
controlling the cost is a critical part of the decision to operate out of CSJ.
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Director Sherry told the Committee that CSJ has significant air travel leakage because the
airport does not have the right air service for our customers.

Action: No action taken

E.    Air Service Update - Update of ongoing efforts to attract new air carriers/air service

Items u, ere discussed under Item D - Business Engagement Strategy.

Action.: No action taken

F. Follow-up Questions from the June 16th Committee Meeting

There were no follow-up questions from the August 18 meeting

Next Meeting Date & Time (if needed/desired)
Thursday, October 20, at 1:30 p,m. City Manager’s Conference Room
(CH - Tower 1734) - Mayor Reed and Bill Sherry will not be available for the 10/20/11
meeting. The date will need to be changed.

The meeting was adjourned at 3:05

Mayor Chuck Reed
Ad Hoc Committee on Airport Competitiveness


