Friedman Memorial Airport

Master Plan Update
Financial Implementation Analysis

PREPARED FOR:

Friedman Memorial Airport Authority

PREPARED BY:
RICONDO & ASSOCIATES, INC.

IN ASSOCIATION WITH:
Mead & Hunt, Inc.

RICONDO

& ASSOCIATES

May 19, 2016 | DRAFT
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document are consistent with industry practices at the time of preparation. Ricondo & Associates, Inc. is not registered as a

municipal advisor under Section 5B of the Securities Exchange Act of 1934 and R&A does not provide financial advisory services
within the meaning of such Act.



& ASSOCIATES

MEMORANDUM VIA EMAIL
Date: May 19, 2016
To: Mr, Rick Baird, Airport Manager

Friedman Memorial Airport

From: GEQFFREY A. WHEELER, SENIOR VICE PRESIDENT ﬂ/“[ﬂég

Subject: SUMN MASTER PLAN UPDATE — FINANCIAL IMPLEMENTATION ANALYSIS

Attached for your review and use are the following Tables depicting key elements of the SUN Master Plan
Update — Financial Implementation Analysis:

Financial Implementation Analysis Assumptions

Existing Airport Scenario Capital Improvement Ptan (CIP) — Costs and Funding
Existing Airport Scenario — Annuat Funding and Cash Flow

Replacement Airport Scenaric Capital Improvement Plan (CIP) - Costs and Funding
Replacement Airport Scenario — Annual Funding and Cash Flow

ok Wl

Below are descriptions for each and correspending assumptions and conclusions for your information and
consideration:

Tablel. Financial Imptementation Analysis Assumptions
Included in this Table are key assumptions and metrics related to SUN activity levels, operating
revenues, operating expenses, Federal Aviation Administration (FAA) capital improvement pfan
funding levels, anticipated Passenger Facility Charge {PFC) fee levels, private investment as well as
rental car/customer facility charge (CFC} revenue investment in the two plans.

Table 2.  Existing Airport Scenario Capital Improvement Plan (CIP) — Costs and Funding

This Table provides project costs and anticipated funding sources for the Existing Airport Scenario CIP
for the short-term, mid-term, and long-term planning harizons. Each project is analyzed based upon
its total cost; estimated eligible funding sources (i.e. FAA AIP, PFC, and Local Funds); and use of FAA
Entitlement and/or Discretionary funds. The following summarizes the costs and funding allocations
for the proposed 20-year CIP for this scenario:

= Total Plan Cost is $47.8 million comprised of $31.8 million FAA ($18.5M entitiement and

$13.3M discretionary); $0.85 million PFC; and $15.2 million Authaority

SCRIPPS CENTER, 312 WALMUT STREET, SUITE 3210, CINCINNATI, OH 45202
TEL {513} 651-4700 « FAX (513) 412-3570
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Table 3.

The FAA Airport Improvement Program (AP} funding share for this scenario is 93.75%
$1.0 million AIP entitlements/year are allocated by FAA throughout the plan
$£850,000 in AIP Entitlement carryover funding is available for use for FY2017 projects
Current PFC applications {09/10) commit all collections through FY2024, PFC revenue
generated between FY2024-2034 can be used for Pay-as-you-go projects during this period
and to pay back the Authority for projects in FY2017-2023 timeframe (see projects with “**)
The Terminal ATO/Ticketing Renavation and Expansion Project ($1.2 million) programmed for
comptetion in FY2018 assumes 100 percent local funding. 1t is expected that approximately
30 percent of this amount is eligible to be reimbursed through PFC collections in future years,
PFC funding is not available to support this project in FY2018 because this revenue stream is
committed to the Authority's Applications 09 and 10
The Autherity collects sufficient PFC revenue to fund all eligible projects within the proposed
CIP based upon the SUN Master Plan passenger enplanement forecast. While the Autharity
will need to initially allocate its funds as the local match for some FAA AIP projects, the
anticipated PFC revenue to be generated during this period more than offsets local grant
matching requirements and will allow the Authority to recoup these initial allocations and
reimburse its Reserve Fund
The following projects are to be funded 100 percent with local funds as they are ineligible for
FAA AIP grants:

o Construct New Surface Parking Lot, Alt 2 (107 spaces) — 2017

o LConstruct New Surface Parking Lot, Alt 3 Phase 1 {286 spaces) — 2022

o Acquire Land Auto Parking ~ 2022

o Construct New Surface Parking Lot, Alt 3 Phase 2 (125 spaces) - 2030

o Construct Parking Structure (net increase 150 spaces) - 2034
These projects total $12.8 miliion representing 83 percent of the Autharity's anticipated total
capital outlay expected as the result of this planning effort with the Parking Structure
comprising $10.0 million of this total.

Existing Airport Scenario — Annual Funding and Cash Flow

A cash flow analysis for the period FY2017-2034 is presented in this spreadsheet. It includes forecasts
of: airline revenue, non-airline revenue, other revenue, operating expenses, and net operating revenue
anticipated for the Autherity during this period. PFC reimbursements being generated through the
Authority's current applications (09/10) as well as those anticipated to be generated through a
subsequent application{s} for projects included in this plan are also presented. CIP expenditures
described in Table 2 are also factored into the forecasts to yield a projected annual ending balance for
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the Authority. Supplementing these data is a summary of AIP Grants, application of PFC funds, and

allocations from Local Funds.

Based upon the assumptions utilized to generate this cash flow analysis as well as our understanding
of the anticipated projects and corresponding eligibility for AIP and PFC funding, it is projected that
the Authority will produce positive cash flows until F¥Y2034 when construction of the automobile
Parking Structure is proposed to be undertaken.

Table 4.

Replacement Airport Scenario Capital Improvement Plan (CIP) - Costs and Funding

This Table provides project costs and anticipated funding sources for the Replacement Airport
Scenario CIP. The following summarizes the costs and funding allocations for the proposed 20-year
CIP for this scenaric:

Total Plan Cost is $337.9 million comprised of $113.8 million FAA ($18.9M entitiement and
$95.0M discretionary); $5.0 million PFC; $136.1 million Authority; $80.0 million 3™ Party; and
$3.0 million CFC/Rental Cars. The 3™ Party and CFC/Rental Car funding is to be used in
association with the Replacement Airport Project
It is assumed that the follewing projects for the existing Airport will need to be completed
during the period FY2017-2021:

o Expand Commercial Apron
Construct Air Traffic Control Tower
Rehabilitate Runway
Terminal ATO/Ticketing Renovation & Expansion
Acquire ARFF Equipment

o Acquire SRE Equipment
Projects not recommended for funding during this timeframe are listed for reference
purposes
Projects associated with the Replacement Airpert Project commence in FY2022 with
occupancy accurring in FY2034
The Replacement Airport Project is assumed to cost $322 million consisting of $100 million
FAA ($13.0M entitlement and $87.0M discretionary); $4.8 million PFC; $134.0 million
Authority; $80.0 million 3™ Party; and $3.0 million CFC/Rental Cars
The Airport Autherity witl multi-year its AIP entitlements for the following periods: FY2022-
2024 (330 million); FY2025-2028 (34.0 million) and FY2029-2034 ($6.0 million) for the
Replacement Airport '
The FAA will allocate $87.0 million in AIP Discretionary Funds for the Replacement Airport for
a total investrment of $100.0 mitlion
FAA funding is dedicated sclely to airfield work and control tower/Navaid construction

o o 0 O
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Table 5. Replacement Airport Scenario ~ Annual Funding and Cash Flow
A cash flow analysis for the period FY2017-2034 is presented in this spreadsheet. Like Table 3, it
includes forecasts of: airline, non-airiine, other revenue, operating expenses, and net operating
revenue anticipated for the Authority during this period and considers the assumptions from Table 4,

Based upon the assumptions utilized to generate this cash flow analysis, our understanding of the
anticipated projects and corresponding eligibility for AIP and PFC funding, it is projected that the a
local funding shortfall of $127.6 million exists for this scenario.

Please advise if you should have any questions or require clarification of the data and analysis contained
in these Tables. Thank you in advance for your time and consideration,

ENCLOSURES

cc: 16070919 01 1170
Bryan Eftiot, R&A
Jason Apt, R&A
Evan Barrett, M&H
Mark McFarland, M&H
Dave Mitchell, T-O Engineers
Read File

Draft 7 Transmittal GAW



ASSUMPTION

Table 1: Financial Implementation Analysis Assumptions (1 of 3)

FACTOR

DESCRIPTION

GENERAL ASSUMPTIONS

Frojection periad

Existing Airport Scenario

Replacement Airpart Scenario

Budget
inflation

Airline CPE Increase

Activity G t
Enplaned Passengers
Total Gperations

AIRLINE REVENUE

FY 2017 - FY 2034

3%

3.0%

3.48%
1.40%

Airline rented space (existing}

Airline rented space [future)
Airline landed weight

Terminal rental rate

Landing fees

Gate fees
Utility fees {annual growth)

NOMNAIRLINE REVENUE

3,170 sf.

4,227 51,
1400

4.00%

Automaobile Rental
Commission
Counter
Parking
LUtilities

Auto Parking
Terminal I n

Advertising Commissicn

Vending Machines Commission

EBO Revenue
Lease Space
Tiediown Feas
Landing Fees - Transient
Commission

4.98%
30%
348%
4.00%

348%

4.98%
4.98%

3.0%
1.40%
1.40%

3.0%

The existing airport will cantinue to be operated, maintained, and improved to
meet applicable standards and demand requirements thraugh the projection
penod

Criticat mainmtenance and improvement projects will be undertaken at the existing
airport, while construction of the a replacement airport begins in FY 2022 and
ends in FY 2034 {DBO FY 2035)

Projections of revenues and expenses are generally based on the Authority's FY
2016 budget {using FY 2016 as the base year)

CPl

To Result in 3.0% Real Annual Increase for Rent and Landing Fee; consistent with
previous analysis

2014 Master Plan, Chapter B
2014 Master Flan, Chapter B

Current airhine rented area

Airline lease space increases by 1/3 in FY 2019 following campletion of the
Terminal ATO/Ticketing Renovation & Expansion project

Annual aircraft operations growth

Assumed rate schedule from FY17-FY20 in accordance with new airline agreement.
Starting in FY21, rental rates increase by a combination of CPL + 3% CPE increase
every two years

Landing fees increase by a combination of CPI + 3% CPE increase every two years

Gate fees increase by a combination of CPI + 3% CPE increase every two years
REBA Assumptions, consistent with previous analyses

Enplaned passenger growth + 1/2 infiation

Inflation

Enplaned passenger growth

Utility expense growth rate

Enplaned passenger growth; assumes revenues increase as demand increases, but
parking rates do not increase

Enplaned passenger growth + 1/2 inflation; under Existing Airport scenarig,
revenue bumps of 5% occur in FY27 and FY34 following completion of concaurse
expansion projects that would resuit in added advertising space

Enplaned passenger growth + 1/2 inflation

Inflation, based on Authority’s lease log for FBO facilities
Anniual aircraft operations growth

Annual aircraft operations growth

Infiation



Table 1: Financial Implementation Analysis Assumptions (2 of 3)

ASSUMPTION FACTOR DESCRIPTION
Fuet Flowage Feeg
Fuet sold 140% Annual aircraft operations growth
Fuel flowage fee - Jet A 12.00% Historical rate held constant through projection period
Fuet flowage fee - AvGas 10.00% Historical rate heid canstant through projection period
Intlation; tor hoth scenanos, $9.000 15 added to each of FY18 ahd FY14 to account
for additional planned hangar units {3,600 <. at $2.50/5.1.); in the Existing Airport
scenario, $75,000 is added to FY23 following completion of the New GA Hangar
Site project -- total new area = 60,000 sf, assumes half is developed as hangar
Hangars 3.0% space at 3250/ f.
Postal Carrier 309 inflation
Ground Transportation Permils 498% Enplaned passenger growth + 1/2 inflation
TSA 3.0% Inflation
OTHER REVENUE
Miscellaneous/Other Revenue 3.0% Inflation
Interest Income £3.080 FY 2016 budget value held constant through projection period
OPERATING EXPENSES
Qperating Expense Growth R&A Assumptions, consistent with previous analysis
Employee wages, benefits and taxes 3.00%
Supplies 3.00%
Liilities 4.00%
Services and Contracts 3.00%
Repairs and Maintenance 2.00%
Insurance 3.00%
Other Operating Expenses 2.00%
Miscellaneous Capital Expenditures 1.00%
Replacement Airport 1.00%



Tabile 1: Financial Implementation Analysis Assumptions (3 of 3)

ASSUMPTION FACTOR DESCRIPTION

FUNDING SOURCES

Passenger Facility Charges {PFCs)
PFC level per eligible enplaned passenger $4.50
Percent eligible enplaned passengers 92%
Projects identified on the current PFC Applications 09 and 10 have been funded by
the Authority and PFC revenues are being used to reimburse the Authority for
PFC reimbursement these costs
Estimated by taking the current PFC fund batance through May 2, 2016 and
F¥ 2017 beginning PFC fund balance $159,109 adding projected revenues to be collected through the remainder of FY 2016
Alrport Improvement Program (AIP) Grants
Annuzl entitlement grants £1 million Minimum annual entitltement funds for nonhub airports
Generally assumed to cover the difference between the federal AIP share and the
Discretionary grants amount able to be funded with entitlement funds
General AIF federal share 93.75% Maximum federal share for nonhub airports in 1daho
In the Replacement Airport scenario, it is assumed that third-party/ private
investment will be used to fund general aviation and FBO facilities at the
Third-party/private investment replacement airport
In the Replacement Airport scenario, it is assumed that customer facility charges
and/or rent payments from rental car agencies will be used to fund all rental car
Funding for rental car-related projects facilities at the replacement airport

SOURCE: Ricondo & Associates. [nc. May 2016, hased an infarmatien provided by the Friedman Memaorial Airpod Authority and Mead & Hunt, Inc,
PREPARED BY. Ricondo & Assaciates, Inc, May 2016,
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