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YOUNG PROFESSIONALS

THE ACC YOUNG PROFESSIONALS FORUM

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.

If you or a colleague is interested in becoming a member of the ACC Young Professionals
Forum, please email Pinar Maurice ai or visit

ACCH


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 reglstered Professional Engineer.
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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 feasiblility studies,
capital planning, financial planning, and rates and
charges, among other areakle has provided
financial forecasts for bond feasiblility studies to
support the issuance of more than $8 billion of
airport revenue bondsIn 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
ACINA 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
assgnme_pts. Currently, Loy leads the WSP Adv_gsorgSerwges aviation
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and construction services. Key areas of focus include financial feasibility
consulting, strategic asset management, and innovative finance including
publicprivate partnerships (P3).
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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 muhinodal exBe_rtlse mqludlngvalgnorts, toll roads,

transit, and seaport projects. Prior to gommg SP, 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.
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government from Cornell University.




GavinFahnestock 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
iIncluding 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.
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Airport Finance and Capital ‘
Investments

Dafang Wu, DWU Consulting LLC

Associate Director
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Implementing a capital program requires
coordination of three activities

AFacility planning
Aldentify facility needs, development options,
schedule, scope and cost
AFinancial planning

Aldentify affordability and evaluate impact of
Implementing capital program on airport financial
situation

ABusiness planning

AComplete business arrangement with users, such
as airline agreement or special facility lease
agreement

Financial
Planning

Facility
Planning

Business
Planning




Capital investment has tremendous Impacts
on financial planning and business planning

AAirports are capital intensive:
AACINA survey identified $100 billion of capital needs in 22021

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

AAirports attempt to maximize external funding sources such as grants,
but the remaining need is mostly funded by revenue bonds

ADebt service needs to be paid over 30 years or more

AAirports capability in generating higher naeronautical revenues (parking,
rental car, etc.) is limited

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

ACCH



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

AAirports have two primary options to

set airline rates:

A Residual: airlines agreeing to pay any
Fived Costs Guaranteed costs of running the airport that are not

breakeven
’ Y allocated to other users
Debt | \_ J

Seriee Residual rate methodology cannot be
Op. iImposed on the airlines without
Expenses _ bilateral agreements
Earn higher
revenues to A Compensatory: the airport operator
weather assumes the major financial risk of
sk ) running the airport and only charges the

airlines for their fair share

Compensatory ratemaking can be set
unilaterally following federal
regulations




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

Airfield ¢ Full recovery from airlines

# wLimited nonairline revenues
wRemaining costs payable by airlines

Terminalg Partial recovery

sz oAirlines only pay for their rented space
wls concession space sized too big?

Othersg No recovery from airlines

e WParking and rental car are primary revenue
’ wAiIrlines have no obligation unless residual




Airports must consider objectives other than
generating revenues

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

improve Implemented

Financial

Position AAn airport tries to balance the following:

Almprove financial position: have a higher
safety margin, improve cash position, etc.

AMeet capital needs: construct the facility for

Meet Maintain existing and anticipated traffic needs
Capital Attractive

Needs Rates AMaintain attractive rates: keep rates low, so
the airlines can generate a healthy profit and
develop air service

Generate Revenues for Debt Service




Top priority Is to generate enough revenues to pay
O&M, debt service and other obligations

U.S. Airport 2016 Operating Expenses

(totaling $13 billions)

Personnel compensation ang
benefits

Communications and utilities 1.0
Supplies and materials 0.6

Contractual services

Insurance claims and

settlements 0.2

Other Operating Expenses$ 1.6

Source: Federal Aviation Administration,
Certification Activity Tracking System.

ACCH
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A Personnel services accounted for 40% at large
hub airports and 48% at smddub airports.
Contractual service such as consulting services
accounted for 35% at largieub airports and
23% at smalhub airports

A Both incremental budgeting and zebmsed
budgeting are used in the industry

A Preliminary budget

A Rates and charges calculation

A Internal approval and airline consultation
A Publish of final budget

A In addition, U.S. airports in 2016
A Paid $7.4B in debt service
A Invested $10.2B

A Received $2.1B in grants and $3.2B in Passenger
Facility Charge revenues

A Borrowed $7.5 billion in bonds



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

San Fran |
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| SUMMARY OF
Annual Operating Budget AIRPORT
Fiscal Years 2016/17 and 2017/18 CHARG ES
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Passenger airline payment Is the largest
revenue source at many airports

U.S. Airport 2016 Operating Passenger Airline Revenues as % of
Revenues Total
(totaling $21 billions)
Passenger Airline Payments 9.3 Large Hub 49.3%
Other Airline Payments 2.0 Medium Hub 3780
Parking 4.0
Small Hub 29.4%
Rental Car 1.8
Non-hub 19.3%
Other Nonairline Payments 3.8

Source: Federal Aviation Administration, Certification Activity Tracking System.
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Capital investment achieving all objectives are
highly welcomed

AA 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.

AMost projects may come at sacrifice of other objectives

Almpact to financial results is typically measured by debt service coverage,
days cash on hand or debt per e.p.

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

ACan the impact be mitigated through higher ra@ronautical revenues,
airline operating efficiency or delay reduction?
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Capital investment can provide opportunities
or disrupt airportairline relationship

ACapital investment is timeonsuming and cyclical
A Airports want capacity to accommodate existing and future needs

A Airlines want capacity jush-time

ABuilding additional capacity implies that airlines would pay higher

airport fees
A Airlines have higher bond borrowing cost and higher cost of equity
AAirlines prefer to defer any payment that could be deferred

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

ACCH



Takeaway

ACapital funding capacity is limited:
A At residual airports, it depends on airlines willingness to pay

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

Almpact on financial positions and airline rates are key considerations when
Implementing a capital program

AAdditional materials:
A Airport Finance 101: https://dwuconsulting.com/Finance101.pdf

A Large hub airline rate: https://www.dwuconsulting.com/airpdimance/large
hub/airline-rates

A Budget: https://www.dwuconsulting.com/airpoftinance/largehub/annuatbudget

ACCH
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Airport Capital Improvement ‘
LouWolinetz, WSP USA
Aviation finance Lead

ACCH




Airport Capital Improvement

ACapEx Planning
ASources of funds

AProject Delivery
Mechanisms

AOngoing Operation




CapEx Planning: Who owns what?

AAirports are landlords enabling private companies to operate
A Airfield (almost always)

A Terminals (usually)
A Passenger throughput (gates, concourses, people mover, baggage, ticketing, etc.)
A Concessions (but not internal finishes)
A Security/Customs & Border Control/FAA
A Customer service (IT, utilities)
A Other aviation facilities (rarely)
A Cargo, GA, ATC
A Ground transport (varies)
A Parking (but compete)
A Rental car (sometimes)
A Access roads (to the property line)
A Rail¢ no, but might help to operate
A Private companies
A Airlines, cargo, GA, rental cars, concessionaires, etc.

ACCH



Capital Planning

ATimeframes

ALong term (master plan and ALP)
A Medium term (CIP)
A Current (budget)

APriorities

A Legal/regulatory (making sure we can operate)
A Safety/security

A Functional (moving people and aircraft) 'Y
A Customer service
A Amenities (art/play areas)

ATypes of capital planning
A Expansion vs. maintenance/renewal

AProcess
A Role of staff, board, consultants, others

ACCH
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Everyone has an opinion

4 D 4 D

Users Key Stakeholders
» Concessionaires « Airport Customers

« Airlines - Passengers

- Tenants | ——— « Community

« Fixed Base Operators - Neighbors

- Pilots
« Hangar Owners

» General Public

Airport
Owner

(Advocacy Industr)\ / h
Groups ~ -
+ American Association of Regulators/Government
Airport Executives Partners
+ Airports Council International « Federal Aviation Administration
- National Association of State » Transportation Security
Aviation Officials Administration
« Aircraft Owners and Pilots - State Aviation Agency
Association » Local Agencies
- National Business Aviation

Association /
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Capital Planning Challenges
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AFocus on accountability and transparency
ARegulations and oversight (e.g., FAA, TSA)
AAirlines in flux = capital needs uncertainty
ANeed to do more with less (AIP, PFC not rising)
AShifting Demand

AComplex tradeoffs

AAging assets \ e

SING




Traditional Funding Mechanisms

Funding Source Capital Operating Can Be Leveraged

Passenger Facility Charges

Customer Facility Charges

Airport Revenue

Grants (AlP, State/Local)
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Innovative Funding/Financing Mechanisms
AFunding:

AMultimodal sources

AValue capture

AAirport access fees

A Congestion pricing

ALeverage Big Data
AFinancing:

A Availability payment

AP3
A Infrastructure Banks

ACCH



Project Delivery Mechanisms

Delivery Option




A Word About Asset Management

AB5 to 85% of all lifecycle costs are 5
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