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Follow the Money: An 
Introduction to Airport Finance

THE ACC YOUNG PROFESSIONALS PRESENT: 



The ACC Young Professionals Forum is a means to engage the young professionals in airport 
development and enhance their professional careers.  Targeted for industry professionals 
that are 35 years old and younger, the Young Professionals Forum is intended to provide 

networking, mentoring, education and career growth opportunities. 

The ACC YP Forum

If you or a colleague is interested in becoming a member of the ACC Young Professionals 
Forum, please email Pinar Maurice at pinarm@acconline.orgor visit www.acconline.org. 

THE ACC YOUNG PROFESSIONALS FORUM

http://acconline.org/ACC/Get_Involved/Young_Professionals_Forum/
mailto:pinarm@acconline.org
http://www.acconline.org/
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Cody Parham, HDR
Project Manager
Cody is a project manager with HDR, specializing in 
aviation infrastructure and site development. He earned 
his civil engineering degree from the Georgia Institute of 
Technology and is a registered Professional Engineer. 
/ƻŘȅΩǎ ǊƻƭŜǎ ƘŀǾŜ ǊŀƴƎŜŘ ŦǊƻƳ C.h ǇǊƻƎǊŀƳ ƳŀƴŀƎŜƳŜƴǘ 
to design of LEED facilities for GA and commercial 
airports. His recent industry involvement includes roles 
with the ASCE Airfield Pavement Committee, the 
AAAE/ACC Airport Planning, Design and Construction 
Symposium, and the Florida Airports Council. 
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DafangWu, DWU Consulting 

Associate Director

DafangWu has more than 17 years of airport 
consulting experience on bond feasibility studies, 
capital planning, financial planning, and rates and 
charges, among other areas.He has provided 
financial forecasts for bond feasibility studies to 
support the issuance of more than $8 billion of 
airport revenue bonds.In addition, he has provided 
capital and financial planning services for multi-
billion-dollar capital programs at Boston, Hawaii, 
Miami, Orlando, Sacramento, and San Francisco. He 
is a Chartered Financial Analyst, and a member of 
ACI-NA finance committee steering group.



Lou Wolinetz, WSP USA
Aviation Finance Lead

Louis (Lou) Wolinetz has served clients on five continents on 
transportation infrastructure financial, economic, and strategic planning 
assignments. Currently, Lou leads the WSP Advisory Services aviation 
ǇǊŀŎǘƛŎŜΣ ǿƘŜǊŜ ƘŜ ƛƴǘŜƎǊŀǘŜǎ ²{tΩǎ ŦƛƴŀƴŎƛŀƭ ŀƴŘ ƳŀƴŀƎŜƳŜƴǘ ŎƻƴǎǳƭǘƛƴƎ 
ŎŀǇŀōƛƭƛǘƛŜǎ ǿƛǘƘ ǘƘŜ ŦƛǊƳΩǎ ŜƴƎƛƴŜŜǊƛƴƎ ŎŀǇŀōƛƭƛǘƛŜǎ ƛƴ ǇƭŀƴƴƛƴƎΣ ŘŜǎƛƎƴΣ 
and construction services. Key areas of focus include financial feasibility 
consulting, strategic asset management, and innovative finance including 
public-private partnerships (P3).

[ƻǳΩǎ ƴƻǘŀōƭŜ ǇǊƻƧŜŎǘǎ ǊŀƎŜ ŦǊƻƳ ŀǎǎŜǎǎƛƴƎ ŘŜƭƛǾŜǊȅ ƻǇǘƛƻƴǎ ŦƻǊ ǘƘŜ [!· 
people mover currently in procurement, advising the winning equity 
consortium on the purchase of the terminal at Billy Bishop Toronto City 
Airport, and serving as lead financial consultant for one of the newest 
commercial service airports in the US (Panama City, FL). 

Lou has unique multi-modal expertise including airports, toll roads, 
transit, and seaport projects. Prior to joining WSP, Mr. Wolinetz spent 
more than 10 years advising airport, transportation, and infrastructure 
clients on a broad range of finance, policy, and planning assignments. He 
is a regular speaker and writer on airport finance and performance 
improvement.

[ƻǳ ƘƻƭŘǎ ŀ ƳŀǎǘŜǊΩǎ ŘŜƎǊŜŜ ƛƴ /ƛǘȅ ŀƴŘ wŜƎƛƻƴŀƭ tƭŀƴƴƛƴƎ ŦǊƻƳ ¦ƴƛǾŜǊǎƛǘȅ 
ƻŦ bƻǊǘƘ /ŀǊƻƭƛƴŀ ŀǘ /ƘŀǇŜƭ IƛƭƭΣ ŀƴŘ ŀ ōŀŎƘŜƭƻǊΩǎ ŘŜƎǊŜŜ ƛƴ ŜŎƻƴƻƳƛŎǎ ŀƴŘ 
government from Cornell University.



Gavin Fahnestock, CHA Consulting

Senior Airport Planner

Gavin Fahnestock has 12 years of experience in 
airport capital development planning and airport 
planning. Gavin has assisted in overseeing the $3.35 
billion Airport Improvement Program for the 
Federal Aviation Administration for the past 6 years 
including management of the national Airport 
Capital Improvement Program and discretionary AIP 
funding program. Gavin has assisted in the 
development of a key FAA Order which provides 
guidance on development of airport capital 
improvement programs. Gavin has also developed 
multiple Airport Master Plans, Airport Layout Plans, 
Terminal Development Plans, and environmental 
documents including an Environmental Assessment 
for the development of a new airport in Arizona. 



Airport Finance and Capital 
Investments

Dafang Wu, DWU Consulting LLC

Associate Director



Implementing a capital program requires 
coordination of three activities

ÅFacility planning
ÅIdentify facility needs, development options, 

schedule, scope and cost

ÅFinancial planning
ÅIdentify affordability and evaluate impact of 

implementing capital program on airport financial 
situation

ÅBusiness planning
ÅComplete business arrangement with users, such 

as airline agreement or special facility lease 
agreement

Financial 
Planning
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Planning

Facility 
Planning



Capital investment has tremendous impacts 
on financial planning and business planning
ÅAirports are capital intensive:
ÅACI-NA survey identified $100 billion of capital needs in 2017-2021

ÅAirports incur additional annual operation and maintenance expenses to take 
care of additional facilities

ÅAirports attempt to maximize external funding sources such as grants, 
but the remaining need is mostly funded by revenue bonds
ÅDebt service needs to be paid over 30 years or more

ÅAirports capability in generating higher non-aeronautical revenues (parking, 
rental car, etc.) is limited

ÅHigher airline rates and charges are needed to repay debt, but can airports 
charge airlines whatever necessary to fund a capital program?



Airline rates and charges are regulated and 
mostly based on cost recovery

ÅAirports have two primary options to 
set airline rates:
ÅResidual: airlines agreeing to pay any 

costs of running the airport that are not 
allocated to other users 

Residual rate methodology cannot be 
imposed on the airlines without 
bilateral agreements

ÅCompensatory: the airport operator 
assumes the major financial risk of 
running the airport and only charges the 
airlines for their fair share

Compensatory ratemaking can be set 
unilaterally following federal 
regulations

Fixed Costs

Debt 
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Under compensatory, airports may not be 
able to afford a capital program

Airfield ςFull recovery from airlines

ωLimited nonairline revenues

ωRemaining costs payable by airlines

Terminal ςPartial recovery

ωAirlines only pay for their rented space

ωIs concession space sized too big?

Others ςNo recovery from airlines

ωParking and rental car are primary revenues

ωAirlines have no obligation unless residual



Airports must consider objectives other than 
generating revenues

ÅIf a capital program generates enough 
revenues but leads to undesirable level 
of airline rates and charges, it may not be 
implemented

ÅAn airport tries to balance the following:
ÅImprove financial position: have a higher 

safety margin, improve cash position, etc.
ÅMeet capital needs: construct the facility for 

existing and anticipated traffic needs
ÅMaintain attractive rates: keep rates low, so 

the airlines can generate a healthy profit and 
develop air service
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Top priority is to generate enough revenues to pay 
O&M, debt service and other obligations

ÅPersonnel services accounted for 40% at large-
hub airports and 48% at small-hub airports.  
Contractual service such as consulting services 
accounted for 35% at large-hub airports and 
23% at small-hub airports

ÅBoth incremental budgeting and zero-based 
budgeting are used in the industry
ÅPreliminary budget
ÅRates and charges calculation
ÅInternal approval and airline consultation
ÅPublish of final budget

ÅIn addition, U.S. airports in 2016
ÅPaid $7.4B in debt service
ÅInvested $10.2B
ÅReceived $2.1B in grants and $3.2B in Passenger 

Facility Charge revenues
ÅBorrowed $7.5 billion in bonds
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U.S. Airport 2016 Operating Expenses
(totaling $13 billions)

Source: Federal Aviation Administration, 
Certification Activity Tracking System.



Operating expenses and rate calculation may be 
presented separately as budget and rate book



Passenger airline payment is the largest 
revenue source at many airports
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U.S. Airport 2016 Operating 
Revenues

(totaling $21 billions)
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Source: Federal Aviation Administration, Certification Activity Tracking System.



Capital investment achieving all objectives are 
highly welcomed
ÅA properly sized parking garage may meet facility needs, improve 

revenues, and reduce airline costs under a residual ratemaking. This 
type of project is on the top of implementation list.

ÅMost projects may come at sacrifice of other objectives
ÅImpact to financial results is typically measured by debt service coverage, 

days cash on hand or debt per e.p.

ÅImpact to airline rates is typically measured by cost per enplaned passenger 
(CPE), calculated as passenger airline payments divided by the number of 
enplaned passengers. 

ÅCan the impact be mitigated through higher non-aeronautical revenues, 
airline operating efficiency or delay reduction?



Capital investment can provide opportunities 
or disrupt airport-airline relationship
ÅCapital investment is time-consuming and cyclical
ÅAirports want capacity to accommodate existing and future needs

ÅAirlines want capacity just-in-time

ÅBuilding additional capacity implies that airlines would pay higher 
airport fees
ÅAirlines have higher bond borrowing cost and higher cost of equity

ÅAirlines prefer to defer any payment that could be deferred

ÅProceeding without airline support is possible, but at the high cost of 
airline relationship



Takeaway

ÅCapital funding capacity is limited:
ÅAt residual airports, it depends on airlines willingness to pay

ÅAt compensatory airports, there may be a hard limit, and cost center is a key 
consideration

ÅImpact on financial positions and airline rates are key considerations when 
implementing a capital program

ÅAdditional materials: 
ÅAirport Finance 101: https://dwuconsulting.com/Finance101.pdf

ÅLarge hub airline rate: https://www.dwuconsulting.com/airport-finance/large-
hub/airline-rates

ÅBudget: https://www.dwuconsulting.com/airport-finance/large-hub/annual-budget



Airport Capital Improvement

Lou Wolinetz, WSP USA

Aviation finance Lead



Airport Capital Improvement
ÅCapEx Planning

ÅSources of funds

ÅProject Delivery 
Mechanisms

ÅOngoing Operation



CapEx Planning: Who owns what?
ÅAirports are landlords enabling private companies to operate
ÅAirfield (almost always)
ÅTerminals (usually)
ÅPassenger throughput (gates, concourses, people mover, baggage, ticketing, etc.)
ÅConcessions (but not internal finishes)
ÅSecurity/Customs & Border Control/FAA
ÅCustomer service (IT, utilities)

ÅOther aviation facilities (rarely)
ÅCargo, GA, ATC

ÅGround transport (varies)
ÅParking (but compete)
ÅRental car (sometimes)
ÅAccess roads (to the property line)
ÅRail ςno, but might help to operate

ÅPrivate companies
ÅAirlines, cargo, GA, rental cars, concessionaires, etc.



Capital Planning
ÅTimeframes
ÅLong term (master plan and ALP)
ÅMedium term (CIP)
ÅCurrent (budget)

ÅPriorities
ÅLegal/regulatory (making sure we can operate)
ÅSafety/security
ÅFunctional (moving people and aircraft)
ÅCustomer service
ÅAmenities (art/play areas)

ÅTypes of capital planning
ÅExpansion vs. maintenance/renewal

ÅProcess
ÅRole of staff, board, consultants, others



Everyone has an opinion



Capital Planning Challenges

ÅAging assets 

ÅFocus on accountability and transparency

ÅRegulations and oversight (e.g., FAA, TSA)

ÅAirlines in flux = capital needs uncertainty

ÅNeed to do more with less (AIP, PFC not rising)

ÅShifting Demand

ÅComplex trade-offs
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Traditional Funding Mechanisms
Funding Source Capital Operating Can Be Leveraged

Passenger Facility Charges V V

Customer Facility Charges V V V

Airport Revenue V V V

Grants (AIP, State/Local) V



Innovative Funding/Financing Mechanisms
ÅFunding:
ÅMultimodal sources

ÅValue capture 

ÅAirport access fees

ÅCongestion pricing

ÅLeverage Big Data

ÅFinancing:
ÅAvailability payment

ÅP3

ÅInfrastructure Banks



Project Delivery Mechanisms

Delivery Option Design Construction Operations Maintenance Financing Revenue Collection

Design Bid Build ¡ ¡ ¡ ¡ ¡ ¡ ¡

Design Build ¸ ¸ ¡ ¡ ¡ ¡ ¡

Design Build Operate/Maintain ¸ ¸ ¸ ¸ ¡ ¡ ¡

Design Build Finance 

Operate/ Maintain 

(Availability Payment)

¸ ¸ ¸ ¸ ¸ ¡ ¡

Design Build Finance Operate/

Maintain

(Real User Fee)

¸ ¸ ¸ ¸ ¸ ¸ ¸



A Word About Asset Management
Å65 to 85% of all lifecycle costs are 
άƭƻŎƪŜŘ ƛƴέ ŀǘ ǘƘŜ ŘŜǎƛƎƴ ŀƴŘ ǇǊƻŎǳǊŜ 
stage

Å5ƻƴΩǘ ŦƻǊƎŜǘ ƻǇŜǊŀǘƛƴƎ Ŏƻǎǘǎ


