CouNcIL STAFF REPORT

CITY COUNCIL of SALT LAKE CITY

Item Schedule:

Briefing: May 7, 2024

TO: City Council Members Public Hearing: May 21 & June 6,
2024

FROM: Sam Owen, Policy Analyst Potential Action: tentative June 11,
2024

DATE: May 7, 2024

RE: FISCAL YEAR 2024-25 BUDGET, Department of Airports

ISSUE AT-A-GLANCE

Salt Lake City Corporation operates the Department of Airports as an enterprise fund. Airline
passenger and other concessions-related revenues fund department operations. The airport also
receives funding through federal grant programs like the Airport Improvement Program (AIP) via the
federal government’s Federal Aviation Administration (FAA). In this way, the airport does not rely on
city tax dollars for its expenses, like operations and capital.

New terminal space coming online would result in higher revenue for this year; construction and
borrowing costs related to terminal space account for higher expenses, including new operating cost.
Passenger count at the Airport is projected to increase to 29 million for the year, up from 27.3 million
last year. The Airport plans to bring five new gates online, as well as substantially complete and open
the central tunnel for travel between concourses. See item #1 under heading B, page 5 of this report.

Operating Operating Capital Interest To reserves
revenue expense expenses expense on
borrowing
FY 25 $471,440,600 | $218,806,300 | $167,478,000 | $167,043,000 | $78,874,100%

requested

FY 24 actuals | $340,773,400 | $184,855,800 | $57,977,800 | $142,900,000 | $80,574,600
forecast

FY 24 budget | $339,023,100 | $195,627,900 | $188,100,800 | $121,528,000 | $185,799,700%
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FY 25 39.06% 11.85% -10.96% 37.45% -57.55%
VARIANCE
from FY 24
Operating Operating Capital Interest To reserves
revenue expense expenses expense on
borrowing

* Budget amounts to reserves depend on completion of construction elements, and subsequent grant
reimbursement. So, the amount that actually goes to reserves from a given year is likely to vary
from the adopted budget figure, within the timeframe of one fiscal year.

KEY ELEMENTS

Borrowing and debt

The department most recently borrowed $600 million in July 2023, and plans to borrow another
$600 million in July 2025. Without these two $600 million figures, the Airport’s total debt load
resulting from its decade-long capital expansion is totaled about $3.1 billion. In addition to the
total debt, the Airport also intends to use a tool called an “interim credit facility” that would
provide project capital before the next planned issuance 2025. The interim credit facility would be
in front of the Council for feedback and decision later this year, probably during July and August
2024. This mechanism can provide cash between larger bond issuances. The credit facility would
be paid off right away from the 2025 issuance. See item #2 under heading B, page 6 of this report.

Debt largely goes to fund construction of the New SLC, the Airport’s redevelopment and campus
expansion program. See item #3 under heading B, page 6 of this report.

Airline incentive disbursement

The airport incentivizes airlines to route passengers through the Salt Lake City International
Airport and does this in part by applying a credit of $1.40 per passenger flown through the airport.
This is an increase from previous years’ $1 per passenger flown through the Airport. Of the
proposed increase, the Airport writes: “The strategy behind increasing the incentive was to give all
carriers a financial incentive that would cause them to grow market share and have more
passengers in Salt Lake City and get an immediate benefit, in addition to help offset the increased
costs with the new Airline Use Agreement that is effective July 1, 2024.” The total budgeted
disbursement back to airlines is $20,187,800 for FY25, up from budgeted $13,047,400 last year.

Costs per enplaned passenger

Costs per enplaned passenger are projected to increase to $17.88 each from last year’s budgeted
$9.94. Pandemic-era public support that had contributed to keeping this cost low has now expired.
Furthermore, additional terminal space and new airline agreements result in higher costs for
airlines. Aviation revenue to the Airport per enplaned passenger is budgeted at $20.56.

Employee additions and costs

The proposal includes requested funding for 25 additional airport FTEs, as well as 6 new police
officers, a 5% cost of living adjustment (COLA) and 6.5% for insurance, contributing to the
proposed increase in salaries and benefits of $8,265,400 ongoing, as listed here.
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Capital improvement program highlights

Notably, the FY25 capital improvement program proposal includes a $ 107,045,400 request for
design and construction of a new cross field taxiway system. New construction of taxiways U and V
would improve aircraft circulation and runway safety. Snow removal operations would also
benefit. The appropriation includes planning, design and construction. An estimated completion
date is October 2028. Airport Improvement Program funds would cover more of the cost than
regular Airport funds, by about three to one. Last year’s appropriation to this project was
$83,376,000.

Other funding requests for capital projects include general aviation hangar renovation and
relocation, $4,483,000, as well as electric vehicle charging stations for passenger vehicles and
busses, $2,711,000, and parking lot bus lane improvements, $3,067,000.

Previous vear parking lot appropriation

A previous year capital appropriation for relocation of the Surplus Canal is an early step toward
planned construction of a new employee parking lot. The canal spans part of the old golf course
land. Last year’s appropriation to the parking project was $62,367,000; approximately $1.8
million has been expended so far. Council Members had raised concerns about adding hardscape
over existing permeable open space.

Prior to Surplus Canal relocation, the Airport plans to start construction on a south phase of the
employee parking lot, comprised of 3,000 parking stalls, to be constructed in 2025. The next
phase, in conjunction with the canal relocation, would provide another 4,000 parking stalls, and
could be complete in 2027.

Parking area fee increase

Daily maximums on some parking are proposed to increase by $5; in one lot from $21 to $26, and
for the on-site garage, from $35 to a planned $40. The Airport adds, “The planned increase is $40
on July 1t [2024], and if behavior isn’t changed and there are continued capacity constraints, then
the Airport may charge as high as $45.”

Estimated grant income

The coming year budget anticipates $97,515,600 in federal grants for ongoing capital
improvements and other expenses.

POLICY QUESTIONS

1. Passenger mobility within and between Airport facilities has been a major point of public
feedback in recent years. Would the Council like to ask staff to collect information on policy
and budget measures that could be implemented to ensure movement through the Airport is
optimal, especially for passengers who experience higher barriers to seamless mobility in
public and commercial spaces?

2. Would the Council like to request options for getting to augmented bus service on 5600 West,
via the City’s interlocal with UTA?
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a. The Airport provided this as one possible change that could meaningfully enhance
transit access to the Airport at times of day and night when it would be most impactful,
especially for employees.

Would Council Members like more discussion about expansion of on-demand UTA transit
service in the western part of the City and valley?

a. This would explore a change to include the Airport, and could open the service to more
employees, reducing parking burden on-site. Increasing this service is one option the
Airport thought of to advance goals of transit use. This service involves a rideshare-like
interface where UTA coordinates individual transportation from one location to
another.

Would the Council like more discussion about greater coordination with UTA to produce a
more user-friendly transit experience at the Airport? For example, a welcome center, transit
kiosk or staffing resources could be deployed to encourage passenger transit use from the
Airport.

The Airport suggested the Council might consider advocating for or funding rideshare discount
codes, to provide another transit modality for people going to and from the Airport. Would the
Council like to review this option?

Would the Council like more information about environmental improvements the Airport
could programmatically advance or incentivize among its General Aviation tenants and users?
For example, programs or incentives targeting reduction of using fuel types that generate more
exhaust than advanced counterparts.

Would the Council like to request information on policy and budget measures could be
deployed to cap development of surface parking on the Airport campus?

. The Council might request more regular updates on any Airport initiatives that involve
regulatory autonomy, where decisions are made by Airport staff, and then presented to the
Council in a consolidated budget proposal.
a. For example, are there opportunities for feedback and oversight on the order or
sequence of capital improvements proposed, year over year?
Could certain elements of the capital program be prioritized to meet Council goals?
c. Does the Airport implement programming on-site, such as marketing, that the Council
could review and provide input on before initiatives move ahead?

Would the Council like to review programming and policy decisions the Airport makes that
impact interlocal partners, such as the Mosquito Abatement District, or area law enforcement?
Policy decisions made regarding partners like these, & their operations at the Airport, can
result in general fund and tax-base impacts germane to the Council oversight role in the city
and its organization, overall.
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ADDITIONAL AND BACKGROUND INFORMATION

The following question and answer is from staff-level correspondence about the Airport budget
proposal for fiscal year 2025.

A. Could you discuss any changes to Airport passenger transit patterns anticipated
based on new TRAX and other public transit service?

According to Utah Transit Authority’s (UTA) most recent Long-Range Transit Plan (LRTP) there
are several new and modified transit options planned which may have either a direct or indirect
impact on passenger transit patterns when implemented over the next ten years. We have worked
closely with UTA and the Salt Lake City Transportation Division to ensure that both passenger and
employee data is provided to assist in these projects. Passenger enplanements are forecasted to
increase 8% year over year, increasing from 13,413,110 in 2023 to 18,938,214 in 2027, an increase
of over 5.5 million passengers. To meet this passenger demand, airlines and new concessionaires
will add employees, potentially resulting in some additional 5,000 employees to the over 17,000
current employees. Reliability, frequency and expanded coverage are all key dynamics to ensuring
transit utilization by airport passengers. Although some of the projects listed below will not be
implemented for several years, during our regular meetings with UTA and the City Transportation
Division, we have focused on the following projects, as they may have direct impact to both
passengers and employees:

e 2025-2026: 5600 West Enhanced Bus Service: 15-minute bus service from downtown
Salt Lake City to 9000 South

o Benefits: Will add bus service to the airport, which is currently only served by TRAX,
providing more flexibility to passengers and employees. As currently planned the bus
service will mimic TRAX operating hours, therefore the airport is requesting expanded
service hours, for the Downtown to West Valley section.

e 2024-2027: 236 West Valley — Airport Bus Route: 15-minute bus service from West
Valley Central Station to the Airport

o Benefits: This bus route will be a direct link from the West Valley area, its population and
employee base, to the airport with expanded hours.

e 2042-2050: 710 TRAX Orange Line: Reconfigured TRAX Line— Salt Lake City Airport to
University of Utah

o Benefits: While this project is still in initial development, the expansion of the Orange Line
to the University of Utah/ Research Park will assist in increasing the passenger load on
public transit from the University of Utah (student section) of the service area.

B. Additional information from Airport staff on budget topics
1. The New SLC project continues to advance and meet scheduling and budget milestones. The
Airport is excited that the central tunnel will be open to all passengers connecting to

Concourse B on October 22, 2024. Structural steel has started on the final phase of the project
that will add 16 additional gates and will be completed in October 2026.

Page | 5



2. The Airport plans to issue an interim credit facility up to $300 million dollars to take
advantage of higher than expected interest rates in the long term borrowing markets. This will
allow the Airport to delay issuing General Airport Revenue Bonds by 12 months at a much
lower interest rate and then pay off the interim credit facilities with the planned $600 million
dollar issuance in the summer of 2025. The bond issuance in 2025 is the last new money deal
required to complete the $5.13 billion dollar New SLC project.

3. The Airport’s Capital Improvement Program is guided by the master plan that identifies
projects that will be required within the 5, 10, 15, and 20 year outlook along with the financial
feasibility of paying for those projects. Currently everything outside of the New SLC is being
cash funded with airport cash reserves although projects on the longer time frame may utilize
debt financing. The New SLC was included in the previous master plan and elements of it are
included in the recently completed master plan.
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Airport FY24-25 Budget
Presented by Bill Wyatt and Brian Butler






FY 2025 Budget Goals & Objectives - Budget Drivers

Forecast revenues and expenses on information known today with
reasonable assumptions for the future

Assumptions and actual results will be reviewed in a timely manner and
appropriate actions taken

Control costs and look for ways to continue to strengthen non aeronautical
revenue growth

Fund major capital improvement projects with funding provided under the
Bi-Partisan Infrastructure Law (BIL) Grants

Secure interim credit facility to bridge gap for long term funding expected in
FY26 to continue to finance the New SLC

AIRPORT FY24-25 BUDGET PROPOSAL

Presented by Bill Wyatt, Executive Director



Overview of Changes

Description

FY 2024

Budget

FY 2024
Forecast

FY 2025
Budget

Operating Revenue $339,023,100 $ 340,773,400 $471,440,600
Passenger Incentive Rebate (13,047,400) (13,078,500) (20,187,800)
Operating Expenses 195,627,900 184,855,800 218,806,300
Net Operating Income 130,347,800 142,839,100 232,446,500
AIP and Other Grants 106,290,800 45,870,000 97,515,600
Passenger Facility Charges 52,176,800 51,176,800 55,007,900
Customer Facility Charges 14,320,300 14,756,100 15,125,400
Interest Income 18,619,900 29,137,500 16,099,700
Bond Issuance Costs (2,134,900) (2,327,100) (2,800,000)
Interest Expense (121,528,000) (142,900,000 (167,043,000)
Non-Operating Income 67,744,900 4,286,700 13,905,600
Total Sources and Revenues 198,092,700 138,552,400 246,352,100
Capital Projects & Equipment 188,100,800 57,977,800 167,478,000
Increase to Airport Reserves $9,991,900 $80,574,600 $78,874,100

AIRPORT FY24-25 BUDGET PROPOSAL

Presented by Bill Wyatt, Executive Director
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Infrastructure Grants

Bi-Partisan Infrastructure Law Grants (in millions)

Total FY2022  FY2023 FY2024  FY 2025 FY 2026
BIL (Infrastructure)
$124.2 $24.8 $24.6 $24.8 $25% $25%
ATP (Airport Terminal
Program) 65 30 20 15%
Total
$189.2 $24.8 $54.6 $44.8 $40 $25

*Anticipated future grant awards

AIRPORT FY24-25 BUDGET PROPOSAL
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Comparison of Airline Revenues

Revenue Category FY 2024 FY 2024 FY 2025

Budget Forecast Budget
Landing Fees $62,515,500 $55,417,400 $90,607,900
Terminal Rents 119,851,300 116,759,200 212,834,900
Airline Revenue Sharing (13,047,400) (13,078,500) (20,187,800
Hardstand 1,831,000 1,123,800 195,600
Support Buildings 3,986,000 6,558,000 6,635,100
Passenger Boarding Bridge 2,031,100 1,979,000 2,151,100
Fuel Farm 2,729,500 2,731,500 3,641,000
Remain Overnight 375,100 426,600 870,200
TOTAL AIRLINE REVENUE $180,272,100 $171,917,000 $296,748,000

AIRPORT FY24-25 BUDGET PROPOSAL

Presented by Bill Wyatt, Executive Director



Comparison of Concession Revenues

Revenue Category FY 2024 FY 2024 FY 2025

Budget Forecast Budget
Auto Parking $61,002,400 965,504,200 $69,627,800
Car Rental 37,850,200 38,932,700 39,758,300
Ground Transportation Fees 7,371,900 8,247,100 8,137,400
Food & Beverage 15,061,800 15,601,000 16,596,500
Retail 9,134,200 10,213,400 11,301,500
Flight Kitchen 2,930,100 2,984,900 3,134,200
Advertising Media 683,100 589,400 589,400
TOTAL CONCESSION REVENUE $134,033,700 $142,072,700 $149,145,100

AIRPORT FY24-25 BUDGET PROPOSAL
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Comparison of Operating Expenses

Expense Category FY 2024 FY 2024 FY 2025

Budget Forecast Budget
Salaries and Benefits $71,089,300 $68,255,300 $76,520,700
Maintenance Contracts 34,012,200 29,801,600 38,182,700
Services 33,420,300 29,343,000 34,657,500
Materials and Supplies 18,939,600 17,725,800 25,014,000
Intergovernmental Charges 23,501,800 24,312,800 27,974,700
Utilities 7,566,200 8,105,600 8,347,400
Other 7,098,500 7,311,700 8,109,300

TOTAL OPERATING

EXPENSES $195,627,900 $184,855,800 $218,306,300

AIRPORT FY24-25 BUDGET PROPOSAL
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Labor and Operating Expense Highlights

*  25New Airport Employees $3.2 Million

*  Police 2.8 million includes 6 new officers

*  52.3 million for 5% COLA and 6.5% Insurance for all Airport Employees

*  S$3.1million for Janitorial increased scope and supplies

»  S1.8 million for one-time costs to upgrade and purchase radios

*  S1.6 million for VXS recorders installed in 2020 that have a five year life
cycle

*  51.6million in Chemicals and Salt

o S1millionin other fuel for SVRA (West Jordan) and TVY (Tooele) Airports

» 5920k increase to City Data Processing Services

AIRPORT FY24-25 BUDGET PROPOSAL

Presented by Bill Wyatt, Executive Director



Alrport

Divisions - 8 Operations, Maintenance, Finance, Design

& Construction Management, Communications & 660
Marketing, Commercial & Real Estate, Information

Technology, Planning & Sustainability

o 25 New FTE's requested and 6 additional police officers
4.3

AIRPORT FY24-25 BUDGET PROPOSAL
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Capital Equipment Budget Request

FY 2025 Capital Equipment By Type

4

New Other

Replacement
Fleet
28%

FY 2025 Major Capital Equipment Highlights

New Fleet
59%
“_ Replacement
Other
12%
Replacement | New Total
Fleet $5,395,000 $11,211,600 | 516,606,600
Other 2,218,000 176,000 2,394,000
Total $7,613,000 $11,387,600 | $19,000,600

Gillig 40 Foot Electric Shuttle $7,200,000
Bus (6)

96 TB Recorders 1,588,500
Boschung Jetbroom 1,150,000
Runway Snow Blower 1,100,000
MB Paint Striper 800,000
Mid-sized Loader (2) 700,000

AIRPORT FY24-25 BUDGET PROPOSAL
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Capital Improvement Program

Projects Fund

Landside / Roads

,;A:irport il AT
3l;n8%/i T~ Aﬁélalr?;y/
GA
AP/ 1.20%
e s
Source of Funds: Use of funds:
AP / Grants $92,115,600 Airfield $134,548,400
Passenger Facility Charges Auxiliary Airports / GA 1,760,000
Customer Facility Charges 248,000 Landside / Roads 6,968,000
Airport Funds 56,113,800 Other Projects 5,201,000
Total $148,477,400 Total $148,477,400

AIRPORT FY24-25 BUDGET PROPOSAL
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Capital Projects for FY 2025

Airfield Projects - $134,548,400
- Taxiway V Tunnel & Roadway Realignment
- Taxiway G from E to North of Delta Ramp
- Taxiway H1 & End Runway 16L34R Repair
- Taxiway F Reconstruction F1-F2
- Runway 16L/34R & Taxiway Complex EA
- Cargo Utilities and Roadway

Auxiliary Airports - 51,760,000
- SVRA Taxilane & Infrastructure
- SVRA Pavement Preservation & Apron Expansion

Landside - $6,968,000
-Bus Plaza EV Stations
-EV Charging Stations FY 25
-Landside Pavement Management FY25
-Economy Lot Bus Lane Reconstruction

Other Projects - $5,201,000
-SLC Corporate Hanger Demolition
-SLC T-Hanger Demolition
-SLC North General Aviation Roadway & Site Improvements

AIRPORT FY24-25 BUDGET PROPOSAL

Presented by Bill Wyatt, Executive Director



The New SLC Phases and Timing




The Central Tunnel (River Tunnel) & The Peaks




The New SLC




THANK YOU

Presented Bill Wyatt, Executive Director

With support from:
Brian Butler, Director Airport Finance




ERIN MENDENHALL OFFICE OF THE MAYOR
Mayor 2% T

CITY COUNCIL TRANSMITTAL

1L Love
jili'{o/ve (Apr9,2024 12:39 MDT) Date Received: 04/09/2024

Jill Love, Chief Administrative Officer

Date Sent to Council: 04/09/2024

TO: Salt Lake City Council DATE: April 9, 2024
Victoria Petro, Chair
FROM: Bill Wyart, Executive Director, Department of Airpo W )

SUBJECT: Airport FY24-25 Proposed Budget

STAFF CONTACTS: Brian Butler, Airport Chief Financial Officer, Department of Airports
DOCUMENT TYPE: Budget Briefing

RECOMMENDATION: The Administration recommends that, subsequent to a public hearing,
the City Council adopt the proposed budget for the Department as part of the FY2024-25 adopted
budget.

BUDGET IMPACT: This proposed budget will have no impact on the City’s General Fund
budget. No General Fund revenues or expenditures will be required to finance the budget for the
Department because 100% of the capital and operating expenditures will be paid from the various
types of revenues generated at Salt Lake City International Airport (“Airport”), South Valley
Regional Airport, and Tooele Valley Airport (collectively, the “Airport System”). Such revenues
include the landing fees, terminal rentals, and other fees paid by the airlines serving the Airport, as
well as various revenues generated from sources other than the airlines. Non-airline revenues are
derived from sources such as parking, rental cars, food and beverage concessions, news and gift
concessions, cargo revenues and various types of rental income.

BACKGROUND/DISCUSSION: See Budget Presentation, attached as Exhibit A, and Budget
Book, attached as Exhibit B.

P.O.BOX 145474
451 SOUTH STATE STREET, ROOM 306 WWW.SLCMAYOR.COM
SALT LAKE CITY, UT 84114-5474 TEL 801-535-7704


https://secure.na1.documents.adobe.com/verifier?tx=CBJCHBCAABAA4YpMkLkvZ7fVIDUqMVAoA2AwxxdDfZb8

Exhibit A

Airport Budget Presentation
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