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EXECUTIVE DIRECTOR'S REVIEW:

e Air Service: Explained corrections to January passenger totals; February 59% decrease in
total passengers and passengers compared to same period last year; Delta total passengers
and passengers decreased 39.9%; United numbers decreased 67.4%; Landline had 391
passengers for the month of February. Presented the key activity metrics highlighting total
enplaned passengers, fuel sales and monthly comparisons for rental parking and restaurant
gross receipts; this year will be about transition and hard to gauge. Small Community Air
Service grant (SCASD) — has not closed yet, should be by the end of this month.

e Operations:

» Planning: Master Plan (MP) and Part 150 Noise Study -- Ms. Kaci Nowicki, SEH,
updated on the MP recent activities and next steps — all materials and summaries are
posted to the project website. Part 150 noise study update — the virtual public workshop
was held February 17th; she overviewed the process and next steps; all documents and
recording of the meeting are available on the project website.

= Operations: Mr. Mark Papko, Director of Operations, reviewed on the Operations
Manager transition plan and briefed on the slight deviation from a snow equipment on the
non-movement area.

= Landside: Mr. Werner overviewed on the terminal roof — at this time not ready to
recommend a course of action; a special session could be called in April or May.

» Sky Harbor: Mr. Matt Stewart, SEH, updated on the Sky Harbor master plan project —
spoke on the progress, next steps, and upcoming meetings; meeting materials and
summaries are posted to the project website.

e Financials: Ms. Joelle Bodin, Director of Finance & Administration, State Auditors are
currently working remotely on the 2020 audit; the purchase policy will be put on hold during
the audit.

e Legislative: Mr. Werner summarized on the latest Coronavirus relief package; still
processing the CRRSA funds, updated on the air traffic tower building and LLCMR grant.

e Other: Mr. Papko spoke on the Joint Airport Zoning Board (JAZB) — a response has been
drafted to MnDOT, the justification meeting has been scheduled to discuss and advise next
steps. Mr. Werner explained vaccinations have begun for airport staff and discussion of
Phase 3 for COVID mitigation and planning will start this week. He introduced Mr. Eric
Monson, Lake Superior Helicopters, to brief on his very successful aviation business. Mr.
Monson overviewed on the organization, impact of COVID-19 and steps and investment
ensuring their future. The Board thanked Mr. Monson for his update.

Questions and discussion followed on several of the Executive Director’s review items. Pres.
Tanski recommended due to connection issues and need for all Director’s return for a quorum
will return for approval of Consent Items; moved forward to the agenda.

OPPORTUNITY FOR PERSONS TO BE HEARD

None.
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OLD BUSINESS

None.

NEW BUSINESS

Dir. Anderson and Dir. Hansen returned at 8:40 a.m.

Mr. Papko overviewed on the CIP projects for formal review. Dir. Hansen moved to approve the
resolution that DAA approves the 2021-2022 Capital Improvement Plan for Duluth International
Airport and Sky Harbor Airport as described and calculated in the Excel document attached
hereto and incorporated by reference as Exhibit A; and further resolved, that DAA staff are
authorized to execute agreements and make payments consistent with the 2021-2022 Capital
Improvement Plan for Duluth International Airport and Sky Harbor Airport as described and
calculated in the Excel document attached hereto and incorporated by reference as Exhibit A.
Dir. Anderson seconded. Roll call — all ayes. Motion carried.

Dir. Fedora moved to approve the resolution for Work Order 2021-2 between the Duluth Airport
Authority and Short Elliot Hendrickson, Inc. (SEH, Inc.) for the design of the Hangar 101
demolition. Dir Maki seconded. Roll call — Dir. Anderson abstained; Pres. Tanski, Dir. Fedora,
Dir. Maki, and Dir. Hansen ayes — motion carried.

Ms. Peterson reviewed the license agreement for display of art. Dir. Anderson moved to approve
the resolution for the license agreement for the display of public arts between the Duluth Airport
Authority and the City of Duluth. Dir Maki seconded. Roll call — Dir, Fedora, Dir. Maki, Pres.
Tanski and Dir. Hansen ayes — motion carried.

Ms. Kayser explained the Sky Harbor Airport renewal operating agreement and recommended
approval. Dir. Hansen moved to approve the resolution for the Sky Harbor operating agreement
between the Duluth Airport Authority and Love Creamery. Dir Fedora seconded. Roll call — all
ayes — motion carried.

Ms. Kayser briefed on the renewal operating agreement. Dir. Maki moved to approve the
resolution for the Sky Harbor operating agreement between the Duluth Airport Authority and
Tom Sullivan. Dir Hansen seconded. Roll call — all ayes — motion carried.

Pres. Tanski moved back to the approval of previous minutes and consent items. Dir. Hansen
moved to approve the February 16, 2021 meeting minutes and consent items. Dir. Anderson
seconded. Roll call, -- all ayes, motion carried.
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CONSENT ITEMS

Cash Disbursement Sheets #5, #6, #7, and #8, 2021. Construction fund sheet #2, 2021.

Airport News — DAA news release “Duluth International Airport -- Airport Noise Compatibility
Study Online Public Workshop” and Star Tribune article “Officials Consider New Regional
Airport Authority to Help St. Cloud Airport’s Finances”.

Letter from DAA to Citizens Committee Environmental Concerns (CCEC) regarding DLH Part
150 Noise Study Abatement recommendations.

Letters from DAA to Senator Klobuchar, Senator Smith, Congressman Stauber and
Congresswoman McCollum regarding replacement of the Air Traffic Control Tower at the
Duluth International Airport (DLH) and support letter from MnDOT to Senator Klobuchar,
Senator Smith, Congressman Stauber and Congresswoman McCollum for replacement of the
DLH Air Traffic Control Tower.

E-Mail from Monaco Air Foundation with summary of February 2021 Activities.

Link for Metropolitan Airports Commission (MAC) Commission minutes --
https://metroairports.org/Airport-Authority/Metropolitan-Airports-Commission/Public-
Meetings/Board-Meetings.aspx

January 2021 financial report, February 2021 accounts receivables and airport statistics.

President Tanski adjourned the March 16" DAA board meeting at 8:56 a.m.

Respectfully submitted,

Mary Ann Wittkop
Recording Secretary

Digitally signed by Tom

Tom Werner g;23r021.04.14 08:11:15
APPROVED: -05'00" DATE:
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Paper for Presentation at the 62" International Meeting of
the Transportation Research Forum, April 2021

Daniel L. Rust, PhD

Associate Professor of Transportation & Logistics Management
School of Business and Economics

University of Wisconsin-Superior, Superior, Wi 54880

Email: drusti@uwsuper.edu

Richard D. Stewart, PhD

Professor of Transportation & Logistics Management
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Thomas J. Werner
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Aviation Clusters: Addressing the Implications of COVID-19 and the CARES Act

ABSTRACT

The COVID-19 global pandemic struck the U.S. aviation sector in March 2020, reducing air passenger
volumes by more than 50 percent in the United States, versus March 2019. Airlines reacted by
dramatically reducing available seat miles, leaving airports nearly vacant as the pandemic took hold.
The United States Federal government responded with enactment of the Coronavirus Aid, Relief, and
Economic Security (CARES) Act. The CARES Act specifically provided aid and relief to airlines and airports
in the opening stages of the pandemic in the United States. The Act generally achieved its intended
purpose as a stopgap measure during the pandemic crisis, but not all segments of the nation’s aviation
industry received immediate relief under the act. This study traces the COVID-19 pandemic’s impact on
the aviation cluster in Duluth, Minnesota—centered upon the Duluth International Airport (operated by
the Duluth Airport Authority) and its major tenants. Relying on data from the DAA, airport tenants, as
well as governmental sources, this study develops and applies a model to analyze the economic impact
of the COVID-19 pandemic during 2020 on businesses in the Duluth aviation cluster. The efficacy of the
CARES Act in addressing the adverse effects of the pandemic on parts of the Duluth aviation cluster is
addressed. The economic impact model utilized here can be used and adapted by other researchers
who can apply it to both the public and private sector entities of an aviation cluster. Policy makers can
utilize findings of the analysis to determine the impact of air service disruptions on aviation clusters.
Relief packages can be tailored to take into account the broader spectrum of affected cluster members.
This paper does not make a judgment whether future relief packages should or should not be offered to
critical infrastructure, such as airports, or to the business clusters that rely on airport activity to support
their business success. This study provides a planning resource designed to inform decisions made by
lawmakers or agency leadership during future economic disruptions caused by a variety of catastrophes.






Rust, Stewart, and Werner

¢ All commercial service airports received funds based on the number of passenger boardings, the
amount of airport debt, and the money an airport had in reserve.

e General aviation airports received funds based on FAA general aviation categories, i.e., National,
Regional, Local, Basic and Unclassified.*?

The COVID-19 pandemic was both unexpected and unprecedented in its economic impact to the
aviation industry. Swift action was needed to mitigate at least some of the negative fallout of
dramatically reduced passenger volumes and cancelled flights. The scope of the Cares Act was limited in
its support to airports. The Cares Act followed the FAA definition of an airport that was not inclusive of
the cluster of industries that are created and sustained by airport operations. This was due, in part, to a

lack of a model on how to assess the economic impact of a pandemic on airport dependent businesses
(ADB).

Addressing an Aviation Cluster’s Economic Impact from a Major Air Service Disruption: A Model

In order to assess these unknown impacts, this present study developed a model using a five-
step methodology to determine:

1. What businesses form the aviation cluster that is airport dependent?

2. What was the impact of the pandemic on flight operations and commercial passenger traffic at
the airport?

3. What was the economic impact of the pandemic on non-airport businesses in the aviation
cluster?

4. How beneficial was the CARES Act in supporting the airport as defined under the act?

5. For which aviation cluster businesses did the airport portion of the CARES Act provide or not
provide direct or indirect relief?

A prepared process to mitigate the economic impact of long-term disruption on the scale of a global
pandemic that included impacts on airport dependent businesses (ADB) did not exist prior to the COVID-
19 pandemic. Airports learned from the September 11, 2001 attacks and other incidents how to
operationally deal with major disruptions. However, the economic consequences, when addressed,
have been a secondary concern.

The application of the model and methodology to the Duluth International Airport aviation
cluster demonstrates that the economic impact of the pandemic rippled through the entire cluster but
there was no direct support to these cluster businesses from the airport portion of the CARES Act. This
model can be used in future natural or human-caused disasters to determine what entities will be
impacted, as well as potential funding needs and allocations when an airport is temporarily or even
permanently closed.

This methodology can be applied to other aviation clusters to inventory airport-dependent
businesses and assess the level of relief provided by the CARES Act. Planners, legislators, airport
administrators, economic development agencies and other entities concerned with the potential
economic impact of an airport’s full or partial on an aviation cluster can then use the findings to prepare
more comprehensive emergency relief plans.

APPLICATION OF THE MODEL TO THE DULUTH AVIATION CLUSTER

1. What businesses form the aviation cluster that is airport dependent?
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The Duluth International Airport {DLH) is located approximately five miles northwest of
downtown Duluth, Minnesota. In 2019 this regional non-hub airport was the third busiest in the state
after Minneapolis/St. Paul (MSP) and Rochester (RST). DLH serves a large geographical area of northeast
Minnesota and northwest Wisconsin with a population base of approximately 250,000 residents.

Completed in 2013, the $77 million dollar passenger terminal includes 4 gates as well as
Customs and Border Protection facilities to process international flights.

The U.S. Air Force had a significant presence at DLH from the end of the Second World War
through 1982. The airport is still home to the Minnesota Air National Guard 148" Fighter Wing that is
equipped with the F-16C Fighting Falcon.

Situated at an elevation of 1,428 above sea level, DLH’s 3,020 acres boasts two runways that
provide service for scheduled airlines, general aviation and military operations. Runway 9/27, recently
rebuilt, is 10,591’ by 150.” The asphalt cross runway 3/21 is 5,719’ by 150.

The City of Duluth owns both DLH and the Sky Harbor airport (KDYT). An Executive Director and
staff carry out day-to-day operations with oversight by the seven member Duluth Airport Authority
(DAA) Board of Directors.

DLH is an active commercial airport with muitiple daily direct flights provided by United, Delta
and American to the hubs of Chicago O’Hare (ORD) and Minneapolis-St. Paul International Airport
{MSP). During the period April 2019 to April 2020, the airport served 305,000 passengers on 3,612
scheduled flights ranking it 198" in size in the U.S. During the same time period 1,838,000 pounds of
airfreight was transported though DLH®.

In addition to scheduled air service through the airport’s passenger terminal, at the start of 2020
DLH was home to several significant airport tenants. Tenants were the 148th Fighter Wing, Monaco Air
Duluth (fixed base operator), the headquarters of Cirrus Aircraft, AAR (provider of Airbus maintenance
and refurbishment), Lake Superior Helicopters and a training facility for commercial flight ratings and
aircraft maintenance education facility operated by Lake Superior Community College (LSCC). There was
also a FedEx terminal with scheduled flights. The 10,591’ main runway facilitates an annual air show
and other special events {Figure 1).

FIGURE 1 Overview of Duluth International Airport
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The Minnesota Department of Transportation (MnDOT) Office of Aeronautics’ Minnesota
Statewide Airport Economic Impact Study for 2019 documented the economic impact of the 133 public
airports in the state. The study estimated that DLH contributed annually $483.3 million in spending and
over $760.6 million in economic activity. This in turn generated an estimated $32.9 million in state and
local tax revenues. Commercial and general aviation visitors traveling through DLH accounted for over
$39 million in annual spending. DLH supported a total of 6,230 area jobs and $277.3 million in annual
payroll.5 The major airport employers were Cirrus Aircraft, the 148" Fighter Wing and AAR with
approximately 1000, 720 and 400 employees, respectively.

2.What was the impact of the pandemic on flight operations and commercial passenger traffic
at the airport?

This question in the model pertains to the airport, as defined by the FAA and the CARES Act. As
noted above, commercial service airport and general aviation airports received funding under the CARES
Act. The Duluth International Airport is a commercial service airport with multiple types of flight
operations, including scheduled passenger flights. This model would equally apply to a general aviation
airport which lacks scheduled commercial service but supports airport dependent businesses as part of
an aviation cluster.

Flight Operations

All categories of flight operations, both itinerant and local, witnessed year-over-year increases in
early 2020 at Duluth International Airport (FIGURE 1). For the month of February, the airport
experienced nearly 1,300 more flight operations than the same month in 2019—an increase of more
than 40 percent. Then the pandemic hit. March 2020 witnessed declines in all categories of flight
operations, except air taxi. But the most significant year-over-year declines occurred in April when total
flight operations plummeted to 1,800—only 43 percent of total operations at DLH in April 2019.

5
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FIGURE 1 DLH Flight Operations, January-December 2020 versus 2019

Itinerant Local
Air Air  General Total
Date  Carrier Taxi Aviation  Military Total Civil  Military Total Operations
Jan-19 132 462 1,426 291 2,311 1,873 184 2,057 4,368
Feb-19 124 399 1,364 184 2,071 895 110 1,005 3,076
Mar-19 156 551 1,963 239 2,909 1,244 159 1,403 4,312
Apr-19 185 503 1,890 257 2,835 1,178 200 1,378 4,213
May-19 148 693 2,703 391 3,935 1,292 155 1,447 5,382
Jun-19 160 835 2,387 274 3,656 1,572 121 1,693 5,349
Jul-19 197 922 2,277 319 3,715 1,213 168 1,381 5,096
Aug-19 192 887 2,213 194 3,486 1,734 97 1,831 5,317
Sep-19 258 813 1,796 185 3,052 2,390 34 2,424 5,476
Oct-19 142 1,092 2,017 161 3,412 3,182 28 3,210 6,622
Nov-19 229 811 1,559 195 2,794 2,325 46 2,371 5,165
Dec-19 156 822 1,304 178 2,460 1,794 46 1,840 4,300
Total 2,079 8,790 22,899 2,868 36,636 20,692 1,348 22,040 58,676
Jan-20 135 710 1,166 235 2,246 1,120 115 1,235 3,481
Feb-20 139 913 1,938 184 3,174 1,087 114 1,201 4,375
Mar-20 100 689 1,689 122 2,600 1,115 149 1,264 3,864
Apr-20 14 335 730 214 1,293 350 157 507 1,800
May-20 57 214 1,400 254 1,925 646 286 932 2,857
Jun-20 66 395 1,855 321 2,637 1,989 232 2,221 4,858
Jul-20 123 519 2,338 352 3,332 2,133 419 2,552 5,884
Aug-20 196 556 2,098 268 3,118 2,173 144 2,317 5,435
Sep-20 228 647 2,264 294 3,433 2,176 326 2,502 5,935
Oct-20 254 577 2,085 275 3,191 2,066 220 2,286 5,477
Nov-20 266 531 1,516 114 2,427 1,581 130 1,711 4,138
Dec-20 191 589 1,693 276 2,749 1,629 251 1,880 4,629
Total 1,769 6,675 20,772 2,909 32,125 18,065 2,543 20,608 52,733

Source: https://aspm.faa.gov/opsnet/sys/Airport.asp.

Itinerant general aviation flights dropped by more than half from March to April 2020, and the number
of local civil flights fell from more than 1,100 to 350 during the same period. Significantly, air carrier
flight operations reached 2019 monthly levels by August 2020, but total flight operations at DLH did not
reach 2019 levels until December 2020.

Enplaned Commercial Passenger Volume
Duluth International Airport experienced a great start to 2020. Compared to January and
February 2019, enplaned commercial passenger volume at DLH rose dramatically (FIGURE 2). Thirty-
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May enplanements remained under 1,000 at 849, a 93 percent decrease compared to May
2019, aboard 57 commercial flights. Even as the U.S. and Minnesota began to reopen, DLH
enplanements struggled to surpass 3,000 in June, a number under 20 percent of June enplanements the
year before. Monthly enplanement patterns at DLH followed season patterns for the rest of 2020, but
at only 20 to 35 percent of 2019 levels. For the year 2020, DLH commercial enplanements totaled
approximately 42 percent of 2019 enplanements.

As found below, many entities and services at Duluth International Airport experienced the
economic impact of the dramatic reduction of flight operations and commercial air passenger
enplanements due to the pandemic.

3. What was the economic impact of the pandemic on non-airport businesses in the aviation
cluster?

While the second step of the model addresses the airport’s operational aspects, this third step
addresses the financial implications for the other aviation cluster entities (not included in the FAA or
CARES Act definition of “airport”) of those changes in airport operations.

COVID-19 Impact on Ground Transportation
Car Rental Services

DLH hosts six car rental service companies including Alamo, Avis, Budget, Enterprise, Hertz and
National. After enjoying gross receipts in January higher than 2019 levels for the month, car rental
companies at DLH experienced a dramatic slide in gross receipts as the pandemic took hold (FIGURE 3).

FIGURE 3 Rental Car Services Gross Receipts at DLH, January-December 2020 versus 2019
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April gross receipts totaled less than $65,000, falling from more than $375,000 in January. Year
over year, April’s gross receipts were a mere 17 percent of April 2019 receipts. Even as air traffic began
to rebound in May, car rental services at DLH had gross receipts that were only 16 percent of 2019
levels. Rental car gross receipts for 2020 totaled less than 50 percent of the 2019 total.

Parking Services

Parking revenue is a highly significant income source at DLH. Gross receipts in January and
February 2020 totaled much higher than the same months the prior year, reflecting increased passenger
boardings early in 2020 (FIGURE 4).

FIGURE 4 Parking Services Gross Receipts at DLH, January-December 2020 versus 2019
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Reduced passenger traffic due to COVID-19 slashed parking services gross receipts to a meager $4,700 in
April from more than $154,000 only two months before. Parking revenue made a small recovery in May
to $7,200 but remained far below the $133,000 in May 2019. Following a seasonal pattern, parking
revenue climbed month-over-month until October before dropping again in the last two months of the
year.

Landline

Targeting travelers from the Duluth region who fly from Minneapolis-St. Paul International
Airport (MSP) but wish to not drive their own motor vehicle, Landline offered nonstop bus service
between Duluth International and MSP multiple times per day.® The company started service in June
2019 and saw its DLH-MSP passenger traffic grow to 2,053 passengers by February 2020. The pandemic
hit the company hard as traffic on the route dropped to a mere 121 passengers taking the three-hour
bus trip in April 2020. Landline passenger numbers began to slowly recover in May and peaked at nearly
900 in July before dropping again as the fall season took hold in the region.’
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COVID-19 Impact on Food Services
Food Services

Food service gross receipts at DLH followed a similar pattern to those of parking services in the
first five months of 2020 (FIGURE 5). The only restaurant in the DLH terminal, Arrowhead Tap House, is

located past TSA security in the passenger boarding area and is largely dependent on ticketed
passengers.

FIGURE 5 Food Services Gross Receipts at DLH, January-December 2020 versus 2019
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As passenger enplanements slowed to a trickle in April 2020, food service gross receipts fell to less than
$800 for the entire month. Only four months earlier, receipts totaled nearly $60,000. Food service
gross receipts remained below $20,000 each month for the remainder of the year. For the entire year of
2020, food service gross receipts totaled a mere 28 percent of the total for 2019.

COVID-19 Impact on Maintenance, Repair and Overhaul
AAR

One of the largest commercial aviation maintenance, repair and overhaul (MRO) providers in
North America, AAR in 2019 had nearly 6,000 employees and $1.8 billion in annual revenue. As of 2019,
AAR had approximately 350 employees at its Duluth location with plans to boost that number to 400.
AAR partnered with Lake Superior College to establish a talent pipeline from the school to the AAR
facility across the runway. AAR offered tuition assistance to students who agreed to at least two years
of employment at AAR. The company even considered offering free kayak and mountain bike rentals to
attract more new hires.*

in April 2020 the company revealed that it anticipated an 80 percent reduction in MRO work
across all its facilities as air passenger traffic fell off due to COVID-19. Less than a year earlier AAR had
inked a 20-year lease for its facility with City-owned Duluth Economic Development Authority (DEDA),

10
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owner of AAR’s maintenance hangar at DLH. Monthly rent was set at $36,500 per month. With the
pandemic looming, the DEDA waived three months of rent for AAR—totaling more than $111,000.
Nevertheless, facing severe cutbacks in United Airlines” demand for A320 heavy maintenance during the
pandemic, AAR decided to close its Duluth facility as of July 24 and laid off its remaining 269 Duluth
employees. AAR planned to relocate equipment from Duluth among its other locations; four in the US
and two in Canada.'* The City of Duluth negotiated a $210,422 lease buyout from AAR in August 2020
because the company failed to abide by its agreement to give at least 180 days’ notice before
terminating its lease.??

Many of the AAR employees laid off from the shuttered Duluth facility became eligible for
financial assistance to seek additional educational opportunities for jobs outside of the Duluth aviation
cluster. This funding was a direct cost attributed to the shutdown resulting from COVID-19 impacts.
Recognizing the long-term implications of skilled aerospace talent leaving the region, the Duluth
Economic Development Authority (DEDA) and the Duluth Airport Authority actively sought to find
another tenant to lease the maintenance hangar previously used by AAR.®3

COVID-19 Impact on Air Cargo

DLH has a FedEx terminal and some additional air cargo moves through the airport. Inbound air
cargo volumes, measured in pounds, remained below 2019 levels during all but one month of 2020 at
Duluth International (FIGURE 6a).

FIGURE 6a Inbound Air Cargo at DLH, in pounds, January-December 2020 versus 2019
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FIGURE 6b Outbound Air Cargo at DLH, in pounds, January-December 2020 versus 2019

|2019 2020

o
i
& =
n o) >
n ] ,
™~
@ g} o)} o~ g (@] .
~ 3 Qo ~ = o
a . 0 in s L <
[ s Iy ~d ™~ N !
| . | 13
I~ o 0 IS Q
=] o 0 [ | o~ | i i
2 &} ot § Iy &
5 oo a © -
n n b | <
. !
: : |
| |

&
e e
p CESEES— 1,455
TS g, 72,720
&
e O el
e 58,056

e
e
K
v

74, m— 5300
4
T TS 58,854
T 72,450
<&
[aesmsrRRikamsasoRs T YRR ae]
v
(/(/, TN 66,582

Y
7
4,

3

Source: Duluth Airport Authority

However, outbound air cargo levels at DLH surged in April 2020 to more than 85,000 pounds.
This was approximately 36,000 pounds more than March 2020 or April 2019—an increase worthy of
further investigation. Outbound air cargo from DLH remained above 2019 levels every month, except
lune, for the remainder of 2020.

Combined inbound and outbound air cargo volumes at DLH experienced double-digit declines,
year-over-year, in April and May 2020. This bucked a nation-wide trend of year-over-year increases in
monthly air cargo volumes above three percent during the initial months of the pandemic.® This data
indicates that not all segments of an aviation cluster are adversely impacted by the major disruption of
passenger air service.

COVID-19 Impact on General Aviation
Monaco Air Duluth

Monaco Air Duluth, the FBO at DLH, is responsible for refueling both GA aircraft and commercial
airliners—delivering low-lead avgas and jet fuel. Consistent with increased air passenger traffic during
the first two months of 2020 compared to the prior year, Monaco Air’s sale of jet fuel (measured in
gallons) at DLH exceeded 2019 levels.

12
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FIGURE 7 AvGas and Jet fuel sold at Monaco Air Duluth, in gallons, January-December 2020 versus
2019
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Source: Monaco Air Duluth

As the pandemic hit, aviation fuel sales slumped. In April 2019, Monaco Air sold nearly 134,000
gallons of jet fuel. The same month in 2020 the company sold fewer than 58,000 gallons. Jet fuel sales
declined even further the following month to under 46,000 gallons—only 25 percent of May 2019 sales.
Monaco Air’s jet fuel sales figures remained far below 2019 levels for the remainder of 2020. Despite
reduced demand for its array of services, Monaco Air continued serving GA and commercial customers
24/7.

Lake Superior Helicopters

Lake Superior Helicopters (LSH) provides training and platforms for rotary wing pilot
certification. LSH also offers tours, aerial mapping services and assists in forest fire operations. Demand
for helicopter pilot flight training at Lake Superior Helicopters declined due to COVID-19, but the
company intends to expand into avionics repair and helicopter maintenance.

Duluth Airshow
Duluth International Airport hosts the annual Duluth Airshow—one of the largest airshows in
the upper Midwest. The airshow draws nearly 50,000 people to Duluth with an economic impact of

approximately $10 million each year. Originally scheduled for July 18 and 19, organizers postponed the
2020 Duluth Airshow until 2021 due to COVID-19."
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COVID-19 Impact on Higher Education
Lake Superior College

Duluth’s Lake Superior College operates the Center for Advanced Aviation (CAA) in a 40,000
square-foot leased building on the south side of DLH’s main runway. The CAA is home to Lake Superior
College’s aviation program that includes pilot training and aircraft maintenance. Both two-year
programs experienced double-digit growth over several years prior to the pandemic. In the fall of 2016,
there were 71 students enrolled in the aircraft maintenance program and 45 students in pilot training.*

Cirrus Aircraft and AAR benefit from LSC’s aviation program establishing a talent pipeline of
graduates. In early 2020, Cirrus Aircraft, AAR and regional air carriers eagerly sought to bring even more
of the program’s graduates into their workforces. For example, approximately 50 students in the LSC
aviation program in early 2020 worked at AAR, and graduates of the LSC aviation program made up
nearly half of all AAR employees in Duluth.”’

Within a few weeks of the pandemic, an aviation labor shortage in the Duluth’s aviation cluster
turned into labor furloughs and layoffs as demand for new pilots and mechanics disappeared. This was
not the case nationwide. General aviation continued to grow. Many of the older aviation workforce
members decided to retire early due to the pandemic. These combined actions resulted in demand for
new talent slightly increasing even though commercial flights had drastically dropped.*®

LSC did not see a decline in enrollment during the pandemic period covered by this research.
The pandemic initially had an impact on graduation from the flight program by limited flying due to
COVID restrictions. Aviation Maintenance Technology and Aviation management programs did not face
the flight restriction issues. The LSC Aviation Management major that declined has never been
dependent on the operation of DLH.

Figure 8: Lake Superior Community College Aviation-Based Programs, by declared majors

Fall 2020 | Fall 2019 | Fall 2018 | Fall 2017 | Fall 2016
Aviation Maintenance Technology 78 79 60 77 75
Professional Pilot 64 62 57 59 55
Aviation Management 2 2 6 14 16
Total Enroliment in Aviation Programs 142 140 118 138 128

Source: Lake Superior Community College®®

While total enroliment in the LSC aviation programs did not decline significantly due to COVID-
19, the loss of AAR as a local employer of program graduates meant that students completing the
program had few employment opportunities within the Duluth aviation cluster. Graduates, as a rule,
now sought employment outside of the Duluth region. This negative trend largely negated a multi-year
effort among public and private stakeholders to foster high-wage aviation maintenance jobs in the
Duluth aviation cluster.

COVID-19 Impact on Airframe Manufacturing
Cirrus Aircraft

Cirrus Aircraft produced 384 of its SR-20/SR22/SR22T aircraft at its Duluth factory in 2019—
more than any other manufacturer of piston-engine GA airplanes in the world. Cirrus also increased
production in Duluth of its jet-powered SF50 to 81 in 2019 for a combined total of 465 aircraft delivered
(Figure 9).2° Ranked by full-time-employees, Cirrus aircraft is the second largest manufacturer in Duluth
region.?!
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the end of the calendar year because so much was unknown about how long activity and resultant
revenues would take to recover. However, each deferment the DAA granted came with a commitment
to further dialog and revaluation of the relief should the need arise for more relief later in the year. The
DAA also asked each tenant requesting relief to first exhaust other programs, such as the Paycheck
Protection Program and other Federal and State assistance initiatives. Many of these initiatives were set
up so that businesses could continue to pay basic payroll, rent and utilities expenses. The DAA staff
considered with compassion each request from business partners who were hurting. Weeks prior to the
pandemic many of them were having banner first quarters.

DAA's Operating Budget Adjustments and Cashflow Management

Cashflow management became a priority early in the DAA’s response to the COVID-19 economic
downturn. Some revenue centers experienced income approximately 70-80 percent lower than
budgeted levels. In the last half of March, the DAA had not yet received CARES Act relief funds so the
DAA prudently sought to conserve cash on hand for the foreseeable future. The DAA Executive Director
asked department leaders to make only essential expenditures and, where possible, cut budgetary
outlays for the rest of the fiscal year. This resulted in an approximate 10 percent reduction in budgeted
disbursements. Some of these reductions may never be realized due to the unpredictability of the
upcoming winter season. Reductions continue to be offset by unplanned COVID-19 expenses totaling
§78,249 as of July 14, 2020. Over 50 percent of this amount was staff time spent on COVID-19 related
activities such as cleaning, planning, etc. Employee layoffs are not anticipated through 2020.

In late March, the DAA received access to CARES Act reimbursement funding. Staff has
continued to plan as if there will not be additional relief funding available to the DAA. It has been
imperative that the DAA plan for a protracted economic recovery. Cash management is a critical
component of the DAA’s long-term survival of the COVID-19 pandemic.

Capital Planning and Construction Initiatives

While response to the pandemic was a priority, ongoing planning initiatives have never taken a
hiatus. Two construction projects planned for the airfield in 2020: a mil and overlay of approximately
one mile of taxiway, as well as a commercial service apron expansion continued. The CARES Act
provided 100 percent Federal share for Airport Improvement Program Funding of approved capital
improvement projects in Federal fiscal year 2020. Airport staff determined that the DAA could cashflow
both projects. At a combined cost of approximately $2 million, completion of the projects in 2020
provided an economic stimulus to the region’s economy during the economic downturn.

5. For which aviation cluster businesses did the airport portion of the CARES Act provide or
not provide direct or indirect relief?

Data clearly indicates that, due to the pandemic, DLH had a dramatic reduction in enplanements
and commercial landings resulting in major revenue loss. The research verifies that the CARES Act was
successful in providing economic relief for Duluth International and Sky Harbor airports, thereby
achieving the Act’s objectives.

The data also clearly establishes that airport dependent business in the DLH aviation cluster had
significant adverse economic impacts caused by the pandemic. In some instances, such as the AAR
closure and the dramatic reduction in revenues for parking and food services, the financial losses
occurred due to DLH air service disruption. In contrast, Lake Superior College’s flight and maintenance
educational programs saw minimal adverse impact. They may have, in fact, benefited from older
workers in the industry retiring as result of COVID thus opening up positions beyond the Duluth aviation
cluster to new aviation workforce entrants.
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The application of the methodology to the Duluth International Airport aviation cluster
demonstrates that the economic impact of the pandemic rippled through the entire cluster adversely
impacting many entities. There was no direct support to these cluster businesses from the airport
portion of the CARES Act. This is not a fault of this aspect of the Cares Act as it accomplished what it set
out to do. However, the observed economic effects of the pandemic highlight the interconnectedness
and interdependency of an aviation cluster.

Plans to mitigate the economic impact of long-term disruption on the scale of a global pandemic
that included impacts on airport dependent businesses (ADB) did not exist prior to the COVID-19
pandemic. Airports learned from the September 11, 2001 attacks and other incidents how to
operationally deal with major disruptions. However, the economic consequences, when addressed, have
been a secondary concern. A decision to create a broader based relief instrument would require future
research.

A Planning Resource: Aviation Cluster Disruption Plan (ACDP)

A 2012 Federal Aviation Administration study recognized the importance of aviation clusters and
provided assistance in developing an inventory of ADBs.?® The FAA model, however, did not specifically
address the economic impact of a significant and extended reduction in commercial air activity at an
airport or the impact on the airport dependent businesses in an aviation cluster.

Using information and ideas from this study, the research team proposes a planning resource tool to
help airports and ADBs to address the broad adverse economic impacts that can result from a major
disruption, whatever the cause. To implement this resource at the aviation cluster level will require the
exchange of information plus collaboration and trust between partners. When applied, this planning
resource should be modified by partners who share the goal of avoiding catastrophic economic harm to
an airport and its aviation cluster. Planners, legislators, airport administrators, economic development
agencies and other entities concerned with the potential economic impact of an airport’s full or partial
on an aviation cluster can then use the findings to comprehensively develop contingencies for possible
economic relief.

The ACDP Steps
1. Catalog the aviation dependent businesses served by the airport. An initial determination of
those businesses can come from:
a. FEconomic impact studies, such as the Minnesota DOT study.?
b. The Federal Aviation Administration’s “General Aviation Airports a National Asset” study
that provides a base-line inventory checklist.3°
c. Refinement of aviation cluster inventories can be determined at the state and local
level.
2. Use methods for assessing actual or potential economic impact from a major disruption upon
the aviation cluster’s members.
a. Determination of a jointly-accepted definition of a “major air service disruption”

i. Potential relief funders may have a legal definition of “major disruption,” but if
not, there needs to be a joint determination of what constitutes a major
disruption.

b. Examples of adverse impact indicators.
ii. Revenue decline
iii. Personnel layoffs
iv. Future business contracts canceled
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3. Establish a timeline where the impact of a major disruption of air service may result in
irreparable harm. The estimated timeline for each entity will vary and may change annually.
a. Method for assessing economic impact
b. The airport’s timeline
c. Airport Dependent Businesses’ timelines
4. Determine potential sources of relief for airports and ADBs in the event of a major air service
disruption and steps needed to access this relief. In addition, identifying individual points of
contact and communication methods will help ensure timely implementation.?
a. Federal relief sources and process steps
b. State relief sources and process steps
c. Llocal relief sources and process steps
5. Developing a plan to address the economic impact of a major disruption is a starting point. To
ensure the plan’s viability, there will need to be refinement and testing of the plan.
a. Periodic updating of the plan
b. Routine, scheduled table-top exercises for practicing the process.

CONCLUSION

This study presented a five-step model, applied to the Duluth aviation cluster, for determining
the effectiveness of the CARES Act in mitigating the impact of COVID-19.

Like commercial airports globally, the COVID-19 pandemic decimated air travel volumes through
Duluth International Airport starting in March 2020. The economic impact of the crisis affected every
service and tenant at the airport such as the FBO, food services, car rental services and parking services.
The pandemic also directly resulted in the closure of an MRO facility with hundreds of employees but
had limited negative impact on the airport’s Air National Guard base, airframe manufacturer and higher
education facility.

Fortunately, the Duluth Airport Authority received more than $5 million in Federal funds though
the CARES Act during the early months of the pandemic. These funds helped offset the airport’s
significant revenue losses as flight operations and commercial air passenger volume collapsed.
However, not all parts of the Duluth aviation cluster directly or equally benefited from CARES Act relief
funds—as demonstrated in this study’s application of a five-step methodology to examine the COVID-19
impact on the Duluth aviation cluster.

The model has potential applications far beyond COVID-19 pandemic impacts and the CARES
Act. Further research opportunities might include the application of this model to analyze the
effectiveness of the CARES Act for providing economic relief to the public and private entities of other
aviation clusters as well as the effectiveness of other sources of financial relief to entities of an aviation
cluster. Looking beyond the COVID-19 pandemic, this model might serve as the starting point for
creating strategies for possible financial relief to an aviation cluster in the event of an air service
disruption, whatever the cause or duration. The application of this model and the Aviation Cluster
Disruption Plan to other aviation clusters, or even the aviation sector in general, could help stakeholders
identify a more comprehensive aid strategy (if financial aid is made available) to cluster entities in the
wake of a future air service disruption that significantly impacts the economic viability of an aviation
cluster.

2 This section does not endorse or reject the concept of relief. However, if relief is available, there should be a plan
to access the funding.
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