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8. Funding Plan 

This section presents a potential funding plan for implementing the CIP projects recommended in the Master 

Plan Update, along with an assessment of the ability of the Airport sponsor (i.e., the City) to fund the 
recommended projects associated with the preferred alternatives. These projects are designed to maintain 

the Airport and provide the required improvements and facilities from FY 2015 through FY 2024. 

The actual implementation schedule for the various construction projects recommended in the Master Plan 

Update will be influenced, in part, by demand, funding availability, priorities of the City, and other relevant 
factors, and may not correspond precisely to the schedule described in this section. For purposes of the 

illustrative financial analysis, a specific implementation schedule was assumed. However, it should be noted 

that this schedule and the resulting financial analysis are intended only to demonstrate financial feasibility. 
Actual funding strategies for each project will be determined nearer to the time of project implementation. 

In general, the financial analysis for the Master Plan Update was conducted as follows: 

• The Airport' s existing financial structure was examined and applicable financial information obtained. 

• A list of proposed capital development projects was compiled, including estimated project 

construction costs and construction start and end dates. 

• Potential funding sources were identified and the potential availability of funding from those sources 

was analyzed, as applicable. 

• Debt service was estimated for projects requiring the use of future bond proceeds. 

• Amortization was estimated for Airport cash expenditures. 

Projections of operation and maintenance (O&M) expenses and nonairline revenues were developed. 

• Airline revenues and rates and charges were projected to enable an assessment of the effect of the 

potential funding plan on key financial metrics, such as airline rates and charges, cost per enplaned 
passenger (CPE), and dept service coverage. 

8.1 Airport Financial Structure 

The City of Dallas owns and operates the Airport through its Department of Aviation. In addition, the City 

owns Dallas Executive Airport and the Dallas Heliport. The City also manages numerous tenant facilities at 

DAL, provides a safe and efficient airport for the operation of aircraft, promotes the development of Airport 
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property for aviation and related commercial services, obtains and administers FAA grants, and ensures the 
compatibility of proposed developments within and around the Airport with federal, State, and local 

standards. The City/Airport operates on a fiscal year basis, with years ending September 30. Within the 

Department of Aviation, the Finance and Administration Division is responsible for finance, budget, and 
human resources functions, including the development and administration of budgets and the collection of 

revenues, among other tasks. The Department of Aviation manages and operates the Airport Revenue Fund, 

an enterprise fund of the City. The Airport Revenue Fund is used to account for services provided to the 

general public using the Dallas Airport System, and its costs are recovered primarily through user rentals, fees, 

and charges (e.g., landing fees, building and ground rentals, parking fees, concession fees}. 

The Airport Use and Lease Agreement (the Airline Agreement) dictates the business and operational 

relationship between the City and the airlines that execute the Airline Agreement (the Signatory Airlines) and 
defines the terms under which those airlines operate at and use the Airport. The City and Southwest Airlines 

(the busiest airline serving the Airport in terms of numbers of enplaned passengers and aircraft operations} 
executed an amended agreement on February 13, 2009, effective retroactively as of October 1, 2008. The 

term of Southwest's Amended Agreement extends through September 30, 2028. 

For purposes of calculating airline rates and charges, Airport-related revenues and costs are allocated to 
various cost centers, defined in the Airline Agreement, as follows: 

• Administration: The Administration cost center includes administrative and overhead costs of 
operating, maintaining, and administering the Airport not directly chargeable to one of the other 

Airport cost centers. 

• Airfield: The Airfield cost center includes runways, taxiways, taxilanes, and apron areas (other than 
the Apron Area and other leased apron areas), navigational aids, hazard designation and warning 

devices, airfield security roads and fencing, blast fencing, lighting, avigation easements, and safety 

areas for aircraft landing, taking off, and taxiing. 

• Apron Area: The Apron Area cost center includes the new aircraft apron pavement and associated 

hydrant fueling system serving the terminal building. The Apron Area also includes preferential use 
aircraft parking positions, aircraft RON parking areas, and associated taxilanes. 

• Other Buildings & Areas: The Other Buildings & Areas cost center includes other buildings and 
ground areas of the Airport leased or available for lease to other Airport tenants and users, as they 

now exist or as they may be modified or expanded from time to time. 

• Parking & Ground Transportation Area: The Parking & Ground Transportation Area cost center 
includes the Jublic automobile parking structures and surface parking areaJ accommodating public 

automobile parking and ground transportation, as they now exist or as they may be modified or 

expanded from time to time. 

• Terminal Building: The Terminal Building cost center includes the passenger terminal complex. 

• Terminal Roadways: The Terminal Roadways cost center includes the terminal access roadway 
(Cedar Springs Road/Herb Kelleher Way/) and the terminal loop roadways and curbsides serving the 

terminal building, as they now exist or as they may be modified or expanded from time to time. 
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8.2 Capital Improvement Program - Projects and Funding Plan 

Section 5 of this Master Plan Update presents an evaluation of alternative development projects culminating 

in the selection of the preferred alternatives to satisfy short- and long-term Airport capital development 

requirements. Projects that could be initiated within the initial 10-year planning period of the Master Plan 
Update consist of the CIP projects that are the subject of this financial analysis. 

8.2.1 PROJECTS 

Table 8-1 presents the projects included in the Master Plan Update CIP expected to be implemented through 
FY 2024, including estimated costs. The total estimated cost of the 10-year CIP in escalated dollars is 

$514.2 million. The CIP consists of Airfield Modification Projects and Landside Development Projects. 

Recognizing the conceptual nature of a master plan, implementation of these capital development projects 

would occur only after further refinement through advanced planning and programming and engineering and 

architectural analyses. Therefore, the estimated CIP costs developed for purposes of this funding plan must 

be viewed as preliminary, reflecting a master plan level of detail subject to refinement in subsequent 
implementation phases. 

8.2.1.1 Airfield Modification Projects 

Airfield Modification Projects are estimated to total approximately $275.7 million and, with the exception of 

Projects #17 through #24, generally consist of pavement reconstruction and modification. as described in a 
report describing an airfield pavement evaluation.' Estimated costs were escalated from 2014 dollars at an 

annual rate of 4 percent to the midpoint of construction and include construction contingencies, construction 

administration, and engineering/design services. For most of these projects, it was assumed that design 
would occur in one fiscal year, with construction occurring in the following fiscal year. The implementation 

schedule for Projects #1 through #7 was provided by one of the City's engineering consultants. The 
implementation schedule for the remaining projects was determined based on funding availabil ity, with 

projects generally assumed to be implemented in the tatter half of the initial 10-year planning period. The 

estimated cost and implementation schedule for Project #17 was provided by another of the City's 
engineering consultants. The estimated costs and implementation schedules for Projects #18 and #19 were 

obtained from the Airport's 5-year CIP. The estimated costs and implementation schedules for Projects #20 

through #24 were obtained from the Electrical Systems Conditions Inventory and Assessment. 

Kimley·Horn Associates. Dallas lave Field Airfield Pavement Evaluation. November 2014. 

Parsons Brinkerhoff. Dallas Love Field Electrical Systems Conditions Inventory and Assessment, • Final Airfield Report. December 2013. 
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8.2.1.2 Landside Development Projects 

The Landside Development Projects are estimated to cost approximately $238.5 million (escalated from 2014 

dollars at an annual rate of 4 percent to the midpoint of construction). Cost estimates and implementation 

schedules for these projects were provided by one of the City's engineering consultants and include 

construction contingencies, construction administration, and engineering/design services. landside 
Development Projects encompass approximately $12.6 million of improvements included in the Airport's 

Recommended Electrical System CIP. Key landside Development Projects include the following: 

• Aviation Place Bridge: This project would elevate Aviation Place via a one-lane vehicular bridge over 
Herb Kelleher Way to improve the traffic flow and level of service on Herb Kelleher Way. The one

lane bridge would have a 16-foot drive lane with two 10-foot shoulders. This width would allow for 
the potential to expand to two lanes at some point in the future if needed. In addition, signal ization 

at the existing intersection of Aviation Place and Herb Kelleher Way would be eliminated. 

• Parking Garage: This project consists of a new parking garage to be located east of the terminal 
complex and just north of Garage B. Initial planning for this facility is ongoing and anticipated to 

accommodate PAL E3 demand. 

• General Aviation Facilities: This project consists of four 30,000·square-foot aircraft hangars, each 

assumed to contain 3,000 square feet of office space, and two 37,500-square-foot aircraft hangars, 
each assumed to contain 5,000 square feet of office space. Each hangar is estimated to include 

supporting parking spaces at the rear. The location of the development would be north of Taxiway A 

and west of Taxiway N. This project would also include realignment of the airfield perimeter road with 
the addition of three blast fences, two new access roads (one off Shorecrest Drive and one at Webb 

Chapel Road), associated traffic lighting, apron paving, apron lighting, airfield pavement and 

associated airfield electrical demolition, and associated drainage improvements for the site. This 

proj ect would not be funded by the Airport enterprise, but by other funds. 

• Mockingbird Lane - Cedar Springs Road/Herb Kelleher Way Intersection: This project consists of 
the construction of a four- lane depressed vehicular corridor at Mockingbird Lane, under Cedar 

Springs Road/Herb Kelleher Way, for a new urban interchange that would improve traffic flow and 

level of service at the intersection. 

8.2.2 CAPITAL IMPROVEMENT PROGRAM FUNDING PLAN 

Airport development is often funded by a combination of public and private sources. Most sponsors of 
airports similar in size to DAL have a variety of available funding sources and mechanisms to fund capital 

projects. The funding plan presented herein does not represent a final plan of finance for the CIP projects. 

Additional actions would be needed prior to the Lse of some of these funding sources for specific projects. It 

was assumed that the costs of these proj ects will ultimately be funded by a combination of sources, such as 

federal Airport Improvement Program (AIP) grants, passenger facility charge (PFC) revenues, Airport funds, 
proceeds from the issuance of airport revenue bonds, and other/third -party funds. Table 8-2 presents the 

estimated funding sources for the CIP projects. Each potential funding source is described in the following 

subsections. 
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8.2.2.1 Federal Grants 

The Airport and Airway Improvement Act of 1982 authorizes funding of the federal AIP from the Airport and 

Airway Trust Fund for nationwide airport development, airport planning, and noise compatibility planning and 

programs. The Airport and Airway Trust Fund is funded through user taxes on airfares, air freight, and aviation 

fuel. 

On February 15, 2012, President Obama signed into law the FAA Modernization and Reform Act of 2012, 

which reauthorized FAA AIP funding for airport projects. Under this current reauthorization, the AIP was 

extended for 4 federal fiscal years, through September 30, 2015. The authorized funding levels for AIP 
investment were established at $3.35 billion each year. For purposes of this analysis, it was assumed that the 

AIP would continue to be funded throughout the planning period at a level of at least $3.2 billion per year. 

The FAA distributes grants under the AIP to airport operators in two ways: entitlement grants and 

discretionary grants. Entitlement grants are distributed based on the number of enpla~ed passengers served 
at airports on an annual basis. Discretionary grants are distributed for individual projects based on funding 

availability and the priority of projects at airports nationwide. AIP grants may be used to fund eligible land 

acquisition, noise mitigation, airfield improvements, airport roadways, and safety and security systems and 

equipment. Generally, only those projects that do not generate revenues are eligible for AIP grant funding. 

AIP grant eligibility is generally assumed to be 75 percent for eligible projects at medium-hub airports, such 

as DAL. All of the Airfield Modification Projects in the CIP are likely be eligible for AIP funding. However, 

entitlement grants available to the Airport in any given year are established by a formula set forth in the FAA 
AIP Handbook.' Entitlement grants for the Airport were projected based on the following AIP formula using 

the enplaned passenger forecasts provided in Section 3 of this Master Plan Update: 

• $15.60 for each of the first 50,000 enplaned passengers 

• $10.40 for each of the next 50.000 enplaned passengers 

• $5.20 for each of the next 400,000 enplaned passengers 

• $1.30 for each of the next 500,000 enplaned passengers 

• $1.00 for each enplaned passenger beyond 1.0 million enplaned passengers 

For a given year, the entitlement formula is based on numbers of enplaned passengers from 2 years prior. For 

example, when calculating entitlement grants for 2015, the formula applies to numbers of enplaned 

passengers in 2013. The amount of entitlement grants for large· and medium-hub airports where a 

passenger facility charge (PFC) is collected is reduced based on the Pk collection level approved for the 

airport. The PFC level currently authorized for DAL is $4.50 per eligible enplaned passenger. Therefore, AIP 
entitlement grants would be reduced by 75 percent. Annual AIP entitlement grants available to fund CIP 
projects at the Airport through the initial 1 O·year planning period are presented in Table 8-3. 

Federal Aviation Administra tion, Order 5100.380, Airport Improvement Program Handbook, September 30, 2014. 
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Table 8-3: Projected Airport Improvement Program Entitlement Grants for Dallas love Field 

For Fiscal Years Ending September 30 

FORECAST ENPLANED PASSENGERS AIP ENTITLEMENT GRANTS 

FISCAL ENPLANED TOTAL 
YEAR FISCAL YEAR PASSENGERS (CALCULATED) 11 ADJUSTED 11 FOR LFMP" REMAINING 41 

2015 2013 4,194,079 $7,200,000 $1,800,000 $900,000 $900,000 

2016 2014 4,216,000 $7,200,000 $1,800,000 $900,000 $900,000 

2017 2015 6,17l,153 $9,200,000 $2.300,000 $900.000 $1,400.000 

2018 2016 6,303,640 $9,300,000 $2,300,000 $- $2,300,000 

2019 2017 6,405,657 $9,400,000 $2,400,000 $- $2.400,000 

2020 2018 6,502,792 $9,500,000 $2.400,000 $· $2,400,000 

2021 2019 6,602,748 $9,600,000 $2.400,000 $· $2.400,000 

2022 2020 6,637,379 $9,700,000 $2,400,000 $· $2.400,000 

2023 2021 6,655,755 $9,700,000 $2.400,000 $· $2.400,000 

2024 2022 6,681,704 $9,700,000 $2.400,000 $- $2.400,000 

Tot11I $90,500,000 $22,600,000 $2,700,000 $19,900,000 

NOTES: 

AIP = Airport Improvement Program; LFMP = love Field Modernization Program. 

1/ Total AIP entitlement grants ca lculated using the methodology set forth in Federal Aviation Adm1rnstration Order 5100.38D, Auport Improvement 

Program Handbook. September 30. 2014. 

2/ Calculated entitlement grants reduced by 75 percent because a $4.50 passenger facility charge is collected at the Airport. 

3/ Entitlement grants are provided to help pay for improvements related to the LFMP. 

4/ Remaining entitlement grants are available for use on eligible Capital Improvement Program projects. 

SOURCE: Ricondo & Associates, loc. November 2015. 

PREPAREDY BY: Ricondo & Associates, Inc., November 2015. 

As shown in Table 8-3, $900,000 of projected AIP entitlement grants would be dedicated through FY 2017 for 

use on LFMP projects, including apron rehabilitation and fuel system costs. In total, approximately $20 million 
jof AIP entitlement grants are projected to be available for f~nding eligible CIP projects through FY 2024. 

Table 8-2 shows the estimated uses of these funds. 

Discretionary grants (annual and multiyear commitments through FAA Letters of Intent [LOls)) are distributed 

by each FAA region on the basis of availability and project priorities. Discretionary grants are generally made 

immediately available to fund project costs, while LOI grants are distributed to an airport sponsor over a 
number of years at defined annual funding levels. For example, an LOI grant was issued to the City for the 

Airport in relation to the LFMP. Through the LOI grant, the City receives approximately $7 million per year in 

I [8- 12) 
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AIP grant funds. Approximately $56.3 million of the LFMP apron and fuel system costs are being funded 
through an LOI. LOI proceeds in FY 2015 through FY 2017 will be used to pay principal on debt service for 

bonds issued to finance a portion of the LFMP. As shown in Table 8-2, approximately $9 million of AIP 

discretionary funds were assumed to be available to partially fund two taxiway reconstruction projects. These 
funds were also shown in the Airport's 5-year CIP that was submitted to the FM on April 30, 2014. For 

purposes of this analysis. it was conservatively assumed that additional AIP discretionary grant funds would 
not be obtained for funding CIP projects. However, it is likely (and recommended) that the City will request 

discretionary grant funds for one or more eligible projects. 

8.2.2.2 Passenger Facility Charge Revenues 

Since 1991, the collection of a PFC at the nation's airports has been authorized under Title 14 of the Code of 

Federal Regulations, Part 158, and the PFC Program has been administered by the FAA. PFCs are collected 

from qualified passengers to fund eligible airport projects. Since April 1, 2001, a PFC of up to $4.50 per 

qualified enplaned passenger can be imposed by an airport operator in the United States. The City previously 
collected a $3.00 PFC at DAL. Since February 1, 2010, the City has collected a $4.50 PFC (less $0.11 airline 

collection fee) from qualified enplaned passengers at DAL. 

PFC revenues may be used on a "pay-as-you-go" basis or leveraged to pay debt service on bonds or other 

debt used to pay for PFC-eligible projects. The City is currently committed to using $10 million of PFC 
revenues each year to pay debt service on bonds issued for the LFMP. Because airport sponsors may use PFC 

revenues for the local matching share of AIP grants. PFCs can help airport sponsors implement AIP-financed 

projects sooner than they would be able to do otherwise. Although the FAA is required to approve the 

collection of a PFC and the use of PFC revenues, the PFC Program permits local collection of PFC revenues 

through the airlines operating at airports and provides more flexibility to airport sponsors than the AIP 
funding. PFCs may be used for any AIP-eligible project. although PFC eligibility is generally broader than AIP 

- . 
eligibility. 

As of September 2014, the FAA has approved two PFC applications for the Airport, with a combined authority 

for the City to impose and use approximately $360 million of PFC revenues to fund recently completed and 
future improvements at the Airport. This amount includes approximately $270 million leveraged to pay debt 

service on LFMP bonds, as mentioned above. As of September 2014, the City has yet to collect approximately 

$283 million of this PFC authority. For purposes of this financial analysts, it was assumed that the City will 

continue to apply for, collect, and use PFCs at a level of $4.50 per qualified enplaned passenger throughout 

the planning period. 

Projected PFC revenues based on the enplaned passenger forecasts presented in Section 3 are shown in 

Table 8-4. As shown. beginning in FY 2016, the only existing obligation for which PFC revenues are to be 
used is $10 million per year for debt service on the LFMP bonds. All remaining PFC revenues were assumed to 

be available for use on CIP projects. The PFC balance would be nearly used in its entirety by FY 2023, in part 

because it was assumed in the estimated funding plan that PFC revenues will be used to fund a significant 
portion of the construction costs related to keel reconstruction of Runway 13R-31 L (CIP Project #13). In total, 

approximately $142.8 million of PFC revenues are estimated to be used to fund CIP projects, as shown in 

Table 8-2. 
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8.2.2.3 Airport Funds 

The Airline Agreement specifies the application of net revenues generated by the Dallas Airport System and 

how those revenues may be used to fund capital projects. Generally speaking, revenues remaining after the 
payment of O&M expenses, outstanding debt service, and transfers to other accounts, as applicable, are 

deposited into the City's Aviation Capital Fund. Revenues in this fund may be used to fund capital 

improvement projects at the Airport. See Section 8.5 for additional information, including the projected 

availability and use of Aviation Capital Fund monies. For purposes of this analysis, revenues available in the 
Aviation Capital Fund are identified as Airport funds and are essentially treated as cash. 

As shown in Table 8-2, CIP project costs total ing approximately $124.6 million were assumed to be funded 

with Airport funds through the planning period. These funds are primarily to be used to pay remaining costs 
of the Airfield Modification Projects after maximizing the use of AIP grants and PFC revenues. With regard to 

the Landside Development Projects, Airport funds were assumed to be the primary funding source for the 
Aviation Place Bridge project, as well as the portion of the General Aviation Facilities project that is not eligible 
for tenant funding, and engineering design costs associated with the Mockingbird Lane- Cedar Springs Road 

/Herb Kelleher Way Intersection project. 

Airport funds expended on capital improvement projects are amortized and included in the airline rate base, 

as applicable, as defined in the Airline Agreement. Table 8-5 presents projected amortization by cost center 
based on the assumed use of Airport funds through the initial 10-year planning period. Existing amortization 

by cost center (associated with the LFMP, as well as other previous non-Master Plan Update CIP cash 

expenditures) was added to amortization associated with the Master Plan Update CIP. 

Amortization is a function of the amount of amortizable cash expended on a project, the expected useful life 
of the project, and an amortization rate. With regard to useful life, Airfield Modification Projects were 

assumed to have a useful life of 20 years, and Landside Development Projects were assumed to have a useful 

life of 25 years. The amortization rate used by the Department of Aviation for a given Fiscal Year is based on 
the Bond Buyer Revenue Bond lndexJ as of September 30 of the prior Fiscal Year. For FY 2015, this rate is 4.78 

percent. For purposes of this analysis, this rate was used for the duration of the initial 10-year planning 

period. 

8.2.2.4 Revenue Bond Proceeds 

For purposes of this financial analysis and funding plan, proceeds from the issuance of General Airport 

Revenue Bonds (GARBs) were assumed to fund the proposed parking garage, as well as a taxiway 

reconstruction project. In total, approximately $135.7 million of CIP project costs are ass;umed to be funded 
with GARB proceeds. Table 8-6 presents projected debt service by cost center through the initial 10-year 

planning period. 

The Bond Buyer Revenue Bond Index consists o f 25 various revenue bonds that mature 1n 30 years. The average rat ing on these bonds ls 

roughly equivalent to Moody's A 1 and Standard & Poor's A ·plus ratings; available at: 

http://www.bondbuyer.com/marketstatistics/search&bbi.htm 
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Existing debt service is associated with two series of bonds issued to partially fund the LFMP. In 2010, the 
Love Field Airport Modernization Corporation {LFAMC) issued the Series 2010 Bonds in the amount of 

$310.0 million to fund approximately $268.0 million of LFMP project costs. Debt service (principal plus 

interest) on the Series 2010 Bonds extends through 2040. In 2012, the LFAMC issued the Series 2012 Bonds in 
the amount of $146.3 million to fund approximately $136.0 million of LFMP project costs. Debt service on the 

Series 2012 Bonds extends through 2028. Annual debt service on these bonds is reduced through the 
leveraging of $10 million of PFC revenues each year used to pay debt service, as well as the application of LOI 

grant payments, as previously discussed. 

The Series 2010 and Series 2012 Bonds were both issued as Special Facility Revenue Bonds under an 

agreement between the City and Southwest Airlines, whereby the payment of principal and interest on the 
bonds is unconditionally guaranteed by Southwest Airlines. Pursuant to the Revenue Credit Agreement in the 

Airline Agreement, net revenues of the Dallas Airport System are transferred to Southwest Airlines to 

reimburse the airline for its LFMP bond debt service payments. 

Future debt service associated with the Master Plan Update projects was calculated based on an assumed 

interest rate of 7.00 percent, a bond term of 30 years, and a debt service reserve funding investment rate of 
4.00 percent. The resulting annual debt service is approximately $9.3 million beginning in FY 2017, increasing 

to approximately $12.9 million beginning in FY 2022. 

As described in Section 5 of this Master Plan Update, future recommended development projects include 

construction of a consolidated rental car facility within the planning period. Rental car facilities are often 
funded, at least in part, through customer facility charges (CFCs), charged as a fee per transaction day. Similar 

to PFCs, CFCs can be used on a pay-as-you-go basis or leveraged to pay eligible debt service. The City 

currently does not charge a CFC, but it is expected to do so in the future. Further planning will be required to 
determine the location, size, cost, and implementation schedule of the CRCF. It is anticipated that special 

facility bond proceeds wilt represent a significant portion of the funding for the CRCF. It is further assumed 
that some combination of CFC revenues and/or other rental car· related revenues will be available to pay the 

associated debt service and other costs. As the funding source(s) for any future CRCF are not expected to 

include sources that affect the funding of other CIP projects at the Airport, omission of the CRCF from this 

financial analysis is not material to the overall feasibility of the CIP funding plan. 

8.2.2.5 Other Sources of Funding 

Other sources of funding were identified for certain Master Plan Update CIP projects, as follows: 

• Tenant/developer funding of approximatflY $49 million was assumed to cover the cost of hangar 
facilities associated with the General Aviation Facilities project. 

• For the Mockingbird Lane- Cedar Springs Road/Herb Kelleher Way Intersection project, it was 

assumed that the City of Dallas would fund approximately $33.4 million (88 percent) of total project 
costs through funds other than Airport funds. Airport funds were assumed to be used for 

engineering/design costs, accounting for the remaining $4.7 million of estimated project costs. 

Air port Master Plan Update 
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8.3 Operation and Maintenance Expenses 

O&M expenses for the Airport (and the Dallas Airport System) are defined as all reasonable and necessary 

expenses, paid or accrued, for operating, maintaining, repai ri ng, and administering the Airport. These 

expenses are tracked at a departmental level, including Administration, ARFF, Operations, Field Maintenance, 

Security, Custodial, Terminal Maintenance, Parking Area, Executive Airport, Heliport, and Other. Within each 

department, O&M expenses are further categorized as follows: 

• Personnel Services: Includes personnel expenses, such as salaries and wages and fringe benefits. 

• Supplies: Includes utilities (e.g .. electricity. fuel, water, and sewer), laundry and cleaning, buildings, 

streets and roads, and other related expenses. 

• Contractual Services: Includes security services, repair and maintenance of buildings, miscellaneous 

special services, property insurance, and other related expenses. 

• Equipment: Includes automobiles and trucks, furniture, tools, computers, and other related expenses. 

For purposes of calculating airline rates and charges, O&M expenses are allocated to cost centers. Each 

departmental and O&M expense category is allocated to cost centers based on percentages provided by the 

Department of Aviation. O&M expenses allocated to the indirect Administration cost center are re-allocated 

to each of the direct cost centers based on calculated percentages. 

O&M expenses were projected through a review of O&M expenses for each of the four categories above by 
4 cost center for Actual FY 2013, Estimated FY 2014. and Budget FY 2015. Based on this review, personnel 

servi_ces were assumed to increase at an annual rate of 6 percent _supplies were assumed to increase at an 

annual rate of 5 percent, contractual services and equipment were assumed to increase at an annual rate of 

4 percent. and reimbursements were assumed to remain constant at approximately $6.5 million, based on the 

FY 2015 Budget. Increases in all O&M expense categories were projected from the FY 2015 Budget. as 

provided by the Department of Aviation. It is expected that, as certain CIP projects are completed, associated 

O&M expenses could change accordingly_ Construction of new facilities may increase future O&M expenses, 

while reconstructed pavement (for example) may require less maintenance, thereby reducing future O&M 

expenses_ For purposes of this financial analysis. no changes to future O&M expenses were assumed as the 

result of implementation of the anticipated CIP projects. 

Table 8-7 presents projections of O&M expenses for the Dallas Airport System by expense category and cost 

center. O&M expenses for Actual FY 4013, Estimated FY 2014, and Budget FY 2015 are also includfd for 

reference. As shown, total O&M expenses for the Dallas Airport System are projected to increase from 

approximately $60.1 million in FY 2015 to approximately $94.0 million in FY 2024, reflecting a compound 

annual growth rate of 5.1 percent over that period. 

I (8-2.2.) 
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8.4 Airport Revenues - Nonairline and Airline 

8.4.1 NONAIRLINE REVENUES 

Nonairline revenues include those revenues obtained from sources other than airline rentals, fees, and charges 

for operating at the Airport. However, as specified in the rate-setting methodologies defined in the Airline 

Agreement, nonairline revenues affect airline rates and, therefore, airline revenues. Nonairline revenues are 

reported separately for Dallas Love Field and Dallas Executive Airport. The Department of Aviation provided 
nonairline revenue data for Actual FY 2013, Estimated FY 2014, and Budget FY 2015. 

Projections of future nonairline revenues were developed based on a review of historical/budget data, the 
effects of inflation, the forecast growth in numbers of aircraft operations and enplaned passengers at the 

Airport, and the anticipated increases in revenue from implementation of certain Master Plan Update CIP 
projects. Projections for all nonairline revenue categories were based on the FY 2015 Budget, as provided by 

the Department of Aviation. Table 8-8 presents projected nonairline revenues for the Airport, as well as for 

the Dallas Airport System in total. A description of each nonairline revenue category shown in Table 8-8, as 

well as how revenues were projected (from FY 2015 through FY 2024) for each category, follows: 

• Fuel Flowage Fees: Fuel flowage fees at the Airport result from a fuel surcharge assessed on aircraft 

fueling activities. These fees/revenues are projected to increase 1.5 percent annually, reflecting the 

forecast growth in numbers of based aircraft at the Airport {see Section 3). 

• On-Airport Rentals: Includes nonairline terminal building rentals. These rental revenues are 

projected to increase 2.0 percent annually based on growth from Actual FY 2013 to Budget FY 2015. 

• Field Rentals: Includes revenues from rental car services and support facilities, FBO leases, federal 

agencies, and other entities/tenants that lease land at the Airport. These rental revenues are 
projected based on growth from Actual FY 2013 to Budget FY 2015. Revenues from rental car services 

and support facilities are projected to increase 2.0 percent annually. Other field rentals are projected 
to increase 3.5 percent annually. 

• Other Terminal Revenue: Includes electricity reimbursement and miscellaneous rental revenues. 

These revenues were assumed to be constant at $1 .162 million per year through the planning period. 

• Concessions Revenue: Includes revenue from rental cars and ground transportation, automobile 

parking, food and beverage, news and gifts, and advertising and other concessions. With the 
exception of advertising and other concessions, concessions revenues are generally tied to passenger 

traffic at the Airport. For each of these categories, annual growth was proj~cted by calculating a 
revenue-per-enplaned-passenger factor for Budget FY 2015 and increasing that factor at a rate of 

2.5 percent annually through FY 2024 (3.75 percent annually for rental car revenues). An additional 

1.0 percent increase in the revenue-per-enplaned-passenger factor was included for automobile 
parking in FY 2017 to reflect additional revenues that may be realized as a result of the opening of the 

planned parking garage. Advertising and other concessions revenues {baggage carts, valet services, 

etc.) were assumed to increase 3.0 percent annually, based on growth from Actual FY 201 3 to Budget 
FY 2015. 
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• Other Nonairline Revenue: Includes security charges, service charges, tenant parking, cable 

installation, copy service sales, and late payments. These revenues were assumed to remain constant 

at FY 2015 Budget levels through FY 2024. 

• Dallas Executive Airport: Includes fuel flowage fees. on- and off-airport rentals, and concessions. 

Fuel flowage fees and on- and off-airport rentals were assumed to increase 3.0 percent annually 

through FY 2024. Concessions revenue is low, but exhibited strong growth between FY 2013 and 

FY 2014. These revenues were assumed to increase 10.0 percent annually through FY 2024. 

Total Dallas Airport System nonairline revenues are projected to increase from approximately $50.8 million in 

FY 2015 to approximately $69.9 million in FY 2024, reflecting a CAGR of 3.6 percent over that period. 

8.4.2 AIRLINE REVENUES 

The remaining revenues generated at the Airport include terminal rentals and landing/apron fees payable by 

the airlines operating at the Airport. This section summarizes the calculation of airline rates and charges, as 

defined in the Airline Agreement. 

8.4.2.1 Terminal Building Rental Rates 

The Terminal Building rental rate calculation is Terminal Building cost center residual. Terminal Building costs 

include allocable direct and indirect O&M expenses, debt service, and amortization; annual replenishment of 

the O&M Reserve Account; required deposits to the Emergency Repair and Replacement Reserve Fund, GARB 

Debt Service Reserve Fund, and/or the LFMP Debt Service Reserve Fund (as necessary to restore those funds 

to their required balances) allocable to the Terminal Building; and 50 percent of the net deficit in the Terminal 

Roadways cost center. 

The Annual Terminal Building Requirement is calculated by subtracting 75 percent of all concessions revenues, 

100 percent of nonairline terminal building space rentals, other ancillary terminal building revenues, allocable 

interest income, and the allocable portion of 75 percent of the net revenues generated in the Parking & 

Ground Transportation Area cost center credited to offset the Annual Airfield Requirement and the Annual 

Terminal Building Requirement. 

The annual Terminal Building rental rate is determined by dividing the Annual Terminal Building Requirement 

by the total post-LFMP airline leased space to determine the average Terminal Building rental rate for the 

Fiscal Year. A schedule of rental rates by type of space was developed by applying various weighting criteria, 

as defined in the Airline Agreement. The total airline rented space and weighted airline space in the Terminal 

Building was assumed to be constant (equal td FY 2015 space) throughout the planning period. Table 8-9 
presents projected Terminal Building rental rates and revenue at the Airport through FY 2024. As shown, the 

required Terminal Building rental rate is projected to increase from $53.62 per square foot in FY 2015 to 

$132.93 per square foot in FY 2024. A substantial increase in the rental rate would occur in FY 2017, when 

revenue sharing from the Parking & Ground Transportation Area cost center decreases significantly because 

of debt service associated with the proposed parking garage. Airline Terminal Building rental revenues are 

projected to increase from $12.1 million in FY 2015 to $30.0 million in FY 2024, reflecting a CAGR of 

10.6 percent. 

r;;;port M aster Plan Update 
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8.4.2.2 Apron Fees 

The apron fee calculation is Apron Area cost center residual. Apron Area costs include allocable direct and 

indirect O&M expenses, debt service, and amortization; and annual replenishment of the O&M Reserve 

Account and required deposits to the Emergency Repair and Replacement Reserve Fund, the GARB Debt 

Service Reserve Fund, and/or the LFMP Debt Service Reserve Fund allocable to the Apron Area. 

From total Apron Area costs, the Annual Apron Area Requirement is calculated by subtracting apron fees 

charged to nonsignatory airline users of the Apron Area and other ancillary Apron Area revenues, as well as 
allocable interest income. 

The Annual Apron Area Requirement is determined by dividing the annual Apron Area Requirement by the 
total number of preferential use aircraft parking positions. It was assumed that 20 preferential use aircraft 

parking/gate positions will be available through the planning period. 

Table 8-10 presents projected apron fees and revenues at the Airport through FY 2024. As shown, the 

required annual apron fee per gate is projected to increase from $199,690 in FY 2015 to $311, 108 in FY 2024. 
Airline apron fee revenues are projected to increase from $4.0 million in FY 2015 to $6.2 million in FY 2024, 
reflecting a CAGR of 5.0 percent. 

8.4.2.3 Landing Fee Rate 

The landing fee rate calculation is Airfield cost center residual. Airfield costs include altocable direct and 

indirect O&M expenses, debt service, and amortization; and annual replenishment of the O&M Reserve 
Account and required deposits to the Emergency Repair and Replacement Reserve Fund, the GARB Debt 

Service Reserve Fund, and/or the LFMP Debt Service Reserve Fund allocable to the Airfield. 

From total Airfield costs, the Annual Airfield Requirement is calculated by subtracting general aviation fuel 

flowage fees, nonsignatory airline landing fees, other ancillary costs, allocable interest income, and the 
allocable portion of 75 percent of the net revenues generated in the Parking & Ground Transportation Area 

cost center credited to offset the Annual Airfield Requirement and the Annual Terminal Building Requirement. 

The Annual Airfield Requirement is determined by dividing the Airfield cost center requirement by the total 

landed weight of all Signatory Airlines. 

Table 8-10 also presents projected landing fee rates and revenues at the Airport through FY 2024. As shown, 

the reqt,ii red landing fee rate per 1,000 pound units of landed weighq is projected to increase from $2.48 in 

FY 2015 to $4.81 in FY 2024. Airline landing fee revenues are projected to increase from $18.5 million in 
FY 2015 to $36.5 million in FY 2024, reflecting a CAGR of 7.9 percent. 

Airport Mast er Plan Update 

Funding Plan 
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8.5 Application of Revenues and Key Financial Metrics 

Pursuant to the Airline Agreement, Dallas Airport System revenues are to be deposited into the Aviation 

Revenue Fund and applied to the following funds and accounts in the following order of priority: 

• O&M Account: To pay operation and maintenance expenses for cost-center-specific items. 

• O&M Reserve Account: The required deposit to this account represents the amount necessary to 

maintain a balance equal to 3 months, or 25 percent, of the current annual operating budget for the 

Dallas Airport System. 

• GARB Debt Service Fund: To pay GARB debt service on any bonds, notes, or debt instruments that 

may be issued from time to time by the City to fund Dallas Airport System capital improvements. 

• GARB Debt Service Reserve Fund: To fund or restore the GARB Debt Service Fund established in 

SU pport of GARBS. 

• Southwest Holding Account: To reimburse Southwest Airlines for LFMP debt service payments 

made by Southwest Airlines. 

• Emergency Repair and Replacement Reserve Fund: To replenish the balance in this fund to 

$5 million. 

• Aviation Capital Fund: All remaining revenues are to be deposited into the Aviation Capital Fund to 

be used to pay the net costs of Dallas Airport System capital improvements and for any other lawful 

purposes of the Dallas Airport System, subject to a cap of $30 million. 

Table 8-11 presents the application of revenues in accordance with the Airline Agreement. The bottom 

section of the table shows deposits to the Aviation Capital Fund, as well as withdrawals from the fund to pay 

project costs, as described in Section 8.2.2.3. As shown, under the assumed funding plan for the Master Plan 

Update CIP, Airport funds are to be used in such a way that the Aviation Capital Fund never exceeds the 

$30 million cap, nor does it operate under a negative balance in any given year. 

Table 8-12 presents a summary of airline rentals, fees, and charges, as well as the projected CPE and debt 

service coverage. Airline CPE is projected to increase from $5.60 in FY 2015 to $10.81 in FY 2024, reflecting a 

CAGR of 7.6 percent. Net revenues are projected to be sufficient to pay assumed debt service associated with 

future bonds beginning in FY 2017, with a coverage ratio of over 3.30x estimated debt service. A minimum 

coverage ratio of 1.25x debt service is required in accordance with the Bond Ordinance. 
I 
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8.6 Conclusion 

The financial analysis presented in this section was conducted to show a feasible funding plan for 

implementing the Master Plan Update CIP. Based on analyses of forecast activity at the Airport, in addition to 
projected revenues and expenses, and the Master Plan Update CIP for FY 2015 through FY 2024, it appears 

that the City has adequate resources to meet the funding requirements for implementing the CIP. The City 

has access to various sources of funding. which include a mix of FAA funding, PFC revenues, Airport funds, 

and, perhaps most importantly. the ability to issue long-term debt in the form of GARBs. The airline rates and 

overall airline CPE remain reasonable over the initial 10-year planning period, showing expected significant 
increases only upon the issuance of revenue bonds. Debt service coverage is projected to be significantly 

above the minimum 1.25 times debt service (in accordance with the Bond Ord inance) throughout the initial 

10-year planning period. 

As implementation of the CIP progresses, Airport/City staff should continually assess the financial feasibility of 
each project included in the CIP. Future considerations regarding funding of the CIP include the following: 

• Enplaned passenger/traffic growth: As applicable, the funding plan was developed and analyzed 

on the basis of the aviation activity forecasts developed for t he Airport (see Section 3). Actual year
to-year numbers of enplaned passengers and aircraft operations will likely vary from the forecasts. 

Significant changes in numbers of enplaned passengers and aircraft operations may affect revenues 

and expenses, as well as PFC revenues and AIP grants. 

• Availability of AIP funds: In developing the estimated funding plan for implementing the CIP, it was 

assumed that the FAA will continue to authorize and appropriate AIP grants for eligible projects. 
Because the level of authorized and appropriated AIP grant funds may vary from year to year, 

alternative funding sources may need to be identified if grants cannot be obta ined for certain eligible 

projects. Conversely, the City should take full advantage of all available AIP grants, including potential 
discretionary grants. In developing the funding plan, a limited amount of discretionary grant funds 

was assumed. Because of the nature of many of the airfield-related CIP projects, it is likely that high
priority projects could compete favorably for any discretionary grants that may be available. 

Obtaining such grant funding may reduce the need for PFC revenues and/or Airport cash funding for 
certain projects, thereby allowing those funds to be used for other projects. 

• Potential increase in maximum PFC level: Airport industry groups have requested that federal PFC 

regulations be amended to increase the maximum PFC level from the current $4.50 per eligible 
enplaned passenger. Although the FAA reauthorization bill ~nacted in February 2012 did not address 

this issue, it is possible that future reauthorization legislation will address it. with increasing industry 

pressure to raise the maximum PFC level. In developing the financial projections and the funding plan 

reflected in this section, it was assumed that the current $4.50 PFC in effect at the Airport will remain 
in effect for the entire planning period. If federal PFC regulations are amended and the maximum PFC 

level is increased, the City may choose to apply to the FAA for authorization to impose a higher PFC at 
the Airport. 
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