
Date: April 16,2007 

Subject: Proposed Budget: Salt Lake City Department of Airports 2007-2008 

Affected Council Districts: All 

Staff Report By: Russell Weeks 

Administrative Dept. and Contact Person: Department of Airports, Jay C. Bingham 

This memorandum pertains to the Department of Airports budget request for 
Fiscal Year 2007-2008. The request was reviewed in detail by the Airport Board Finance 
Committee on March 7 and by representatives of airlines that use the airports on March 8. 
The h l l  Airport Board adopted a motion at its March 21 meeting to forward the budget to 
the City Council with a positive recommendation. The Department of Airports budget is 
an enterprise fund, and receives no revenue from the General Fund. 

The proposed $209,697,000 budget for the Department of Airports might be described 
transitional. The goals of the capital improvements listed below appear to be to keep the existing 
air terminals operating as efficiently as possible while preparing for the eventual construction of 
new ones. 

Proposed capital improvements to existing terminals make up about 40 percent 
($45,016,200) of the budget's $1 10 million CIP portion, but another 14 percent 
($15,500,000) of the CIP portion is targeted toward implementing the 1997Airport 
Master Plan Update, according to the smaller of two documents from the department 
titled Airport Budget Briefing - City Council in City Council packets. Fourteen million of 
the latter sum is allocated for schematic drawings for "TerminaVConcourses 
~edevelo~ment  ."' 
The budget projects a $27.5 million net increase to reserves in the department's operating 
reserves; and a continued decline in its total long-term debt. (Please see Attachment No. 
1). 
The budget includes $5.81 million to continue a two-phase project to replace parts of the 
concrete apron around two airline concourses and another $9 million for the second 
phase. The construction start for thefirst phase is April 2007. The second phase is 
scheduled to finish in November 2008.~ 



Operationally, the department plans to fund 10 positions of the airport's 567.8 full-time 
equivalent positions that it did not fund during the current fiscal year. The department 
projects that funding the positions would add $781,000. 
The total projected increase in salaries and benefits is $3,505,800 including the addition 
of the funded positions. The sum represents a 9.4 percent increase over the projected 
actual salaries and benefits budget of $37,193,300. The increase assumes a 3 percent 
salary adjustment for all employees; a 3 percent increase in retirement rates; and an 
increase in medical insurance rates of 19 percent.4 It should be noted that the department 
prepared the budget before Mayor Ross C. Anderson presented his recommended 
citywide budget. The department used the 3 percent projected salary increase as a 
placeholder until the City Council determines an actual salary increase, if any. Similarly, 
the 19 percent projected increase in medical insurance rates is a placeholder. The city 
Council can adjust salary and benefits budgets in accordance with Council decisions on 
those items for the entire City budget. 

Adopt the budget as recommended by the Airport Board as part of consideration of the 
City budget. 
Amend the proposed budget as part of consideration of the City budget. 

ISSUES/QUESTTONS FOR CONSIDERATION 

While the fiscal condition of airlines might warrant some caution in projecting future 
revenue, Airport Department administrators note that airlines, as an industry, are now 
projecting profits. When the Department of Airports budget was submitted for review by 
airline representatives the representatives did not express concern about the department's 
budget for the next fiscal year. Administrators also note that the main airport's cost per 
emplaned passenger is one of the lowest in the airline industry. 

DISCUSSION 

REVIEW OF PROPOSED BUDGET FOR FISCAL YEAR 2007-2008 

Major Category 

Operating Revenues 
Passenger Facility 
Charges 

Grants1 Reimbursements 

Interest Income 

TOTAL 

Forecast Requested 
Actual 2006- Budget 

2007 2007-2008 Difference Percent Change 

$102,178,200 $110,003,000 $7,824,800 7.65% 

34,822,400 68,727,900 $33,905,500 97.36% 

16,339,100 22,966,100 $6,627,000 40.56% 

8,000,000 8,000,000 $0 0.00% 

161,339,700 209,697,000 48,357,300 29.97% 



The table above depicts the summary budget that appears on Page iii of the Department 
of Airports' Budget Request for Fiscal Year 2007-2008. Again, the department is an enterprise 
fund that receives no monies from Salt Lake City's general fund. 

One can see from the table that the budget projects significant increases in revenue from 
Passenger Facility Charges (PFCs) and from grants and reimbursements. PFCs, grants and 
reimbursements are revenue from federal and state sources and are used exclusively for capital 
projects or capital equipment. One reason for the increase in revenue from those categories over 
the current fiscal year is the department is required to list the total cost of a project, even though a 
project may stretch out over several years, according to department officials. 

Operating revenues generated from the airport itself are projected to increase by $7.8 
million, 7.65 percent, to $1 10,003,000. Four revenue sources make up 67 percent of the operating 
revenue: airline terminal rents -- $23.6 million; auto parking -- $22.9 million; landing fees -- 
$1 3.8 million; and car-rental commissions - 13.6 million. Revenue from each of the four is 
expected to rise roughly between 4 percent and 9 percent over the projected actual income for the 
current fiscal year.5 It should be noted that much of the projected increase in parking revenue 
stems from a January 1,2007, increase in the daily maximum rate for short-term parking to $25 
from $23. (The daily maximum rate for long-term parking is $6.) The increase in short-term 
parking rates is an industry technique used to manage occupancy when demand exceeds capacity, 
as is the case with the Airport's parking garage. 

At a projected $40,699,100, salaries and benefits for 567.8 full-time equivalent 
employees make up roughly half of the $8 1,774,200 in projected operating expenses for the next 
fiscal year. As noted previously, the department projects a total increase in salaries and benefits 
of $3,505,800 over the current year's projected actual expenses of $37,193,300. Some $781,000 
of the increase is expected to fund 10 positions that went unfunded in the current fiscal year. The 
positions are maintenance and technical customer-service positions at the terminals, according to 
a presentation made to the Airport Board on March 21. The rest of the projected increase assumes 
a 3 percent salary adjustment for all employees; a 3 percent increase in retirement rates; and an 
increase in medical insurance rates of 19 percent. Again, the projected increases in salaries and 
medical insurance rates may be considered placeholders until the City Council adopts the City's 
budget for the next fiscal year. 

Major Category 

Operating Expenses 

Capital Equipment 

Capital Improvements 

Debt Service 
Airport Improvement 
Fund 

Increase to Reserves 

TOTAL 

Under capital equipment expenses, the department plans to replace worn or outdated 
snow-removal equipment, including three runway brooms and a snow-blower. The department 
also plans to replace three transit buses as part of its yearly bus replacement program.6 

Forecast Projected 
Actual 2006- Expenses 

2007 2007-2008 Difference Percent Change 

$74,191,500 $81,774,200 $7,582,700 10.22% 

3,376,000 6,730,900 $3,354,900 99.37% 

67,851,300 110,186,300 $42,335,000 62.39% 

4,661,800 4,528,700 ($133,100) 2.85% 

10,909,100 6,126,900 ($4,782,200) 43.84% 

350,000 350,000 $0 0.00% 

0 29.97% 



Capital improvements will increase markedly over the current fiscal year. The increase is 
due to an increase in the number of airport passengers, the airport's aging facilities, additional 
airline routes and accommodating federal government agencies that serve the public. 

It should be noted that - at more than 2 1 million passengers in 2006~ -- the number of 
airport passengers is reaching passenger levels of 1996, 1997, and 1998. Salt Lake City 
International Airport is now the second-largest hub for Delta Air Lines. It should be noted that 
passenger levels declined after pealung in 1996 and 1997, in part because of fluctuations in the 
airline industry. After September 11,2001, airline passenger traffic declined 33 percent from the 
previous ~ e ~ t e m b e r . ~  The airline industry has been building back since then. 

Those conditions, the financial health of airlines after September 11, the age of airport 
facilities, and the federal government's response to passenger safety have led to much of the 
proposed capital improvements for Fiscal Year 2006-2007. 

First, the department plans to finish by August a $41.2 million project begun in April 
2005 to modify Terminals Nos. 1 and 2. The modifications were designed to reduce pedestrian 
congestion, replace 20-year to 30-year-old baggage handling equipment, and create more areas 
for the federal government to screen baggage and improve in-line baggage-screening equipment.9 

Second, the department plans to start design in July on modifications to Terminal No. 3 
(International Terminal). Actual construction on the $10.3 million project is scheduled to start in 
April 2008. The project will add elevators and expand space for airlines and passengers in the 
terminal. The terminal serves regional jets as well as an increasing number of international 
flights. Coupled with the project will be an $8.8 million project to expand the terminal lobby and 
install a new luggage carousel and conveyor system.10 

In conjunction with those projects, construction is scheduled to start in May on a seven- 
month, $3.7 million project to double the capacity for the Federal Inspection Services to handle 
800 passengers an hour instead of 400 passengers an hour. In addition, the department will extend 
the "sterile corridor" that passengers on international flights would walk to reach Federal 
Inspection Services facilities." 

As noted earlier in this report, the department also is scheduled to start construction on a 
two-phase project to replace parts of the concrete apron around the airline terminals. About $5.81 
million is requested for the first phase in the next fiscal year and another $9 million for the second 
phase. The construction start for thefirst phase is April 2007. The second phase is scheduled to 
finish in November 2008. The projects entail removing 16 inches of concrete and two feet to 
three feet of sub-grade material, then leveling the areas with cobble rock. Airport administrators 
told the Board at its March meeting that the department expects to use all existing aprons for 10 
to 15 years. 

Finally, the department has budgeted $14 million for the future construction of new 
concourses first outlined in the 1997 Master Plan Update. The money is budgeted for schematic 
drawings.12 The department would use the designs "for additional financial feasibility analysis." 
The department notes, "Existing gates and hold rooms are being used at full capacity and will be 
inadequate to meet future demand. Concourse expansion is required to meet the needs of future 
growth." 



1 Budget Request for Fiscal Year 2007-2008 (tan book), Pages ii, 22. 
2 Airport Budget Briefing City Council, Operating Statement Forecast. 
3 Budget Request for Fiscal Year 2007-2008, Pages 26 and 41. 
4 Airport Budget Briefing City Council, Salaries and Benefits graphic. 

Budget Request for Fiscal Year 2007-2008, Page 2. 
6 Ibid., Page 20. 
7 Ibid., Page i. 
8 Air Service Marketing Update to Airport Board, March 20,2002. 

Budget Request for Fiscal Year 2007-2008, Page 25. 
10 Ibid., Pages 47,48. 
11 Ibid., Pages 36,37. 
l2 Ibid., Page 53. 



SALT LAKE CITY DEPARTMENT OF AIRPORTS 
LONG TERM DEBT COMPARISON PER TOTAL ENPLANED PASSENGERS 

FISCAL YEARS 

Actual Actrual - Actual Projection Budget 
03/04 04/05 05/06 06/07 07/08 

Total Long Term Debt $54,862,862 $52,254,480 $49,112,009 $47,019,500 $43,371,900 

Enplaned Passengers(EP) 9,137,259 10,211,587 10,909,219 10,777,484 10,885,259 

Long Term Debt 1 (EP) $6.00 $5.12 $4.50 $4.36 $3.98 

5 YEAR LONG TERM DEBT COMPARISON 
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Salt Lake City Department of Airports
Airport Budget Request

Fiscal Year 2007/2008

Airport Budget Briefing
City Council

April 10, 2007



FY 2007/2008 Budget Goals & Objectives
Budget Drivers

New Programs/Services
In-line Bag Screening, 400 Hz/ PC Air, Expanded Queuing/Ticketing
New Roadways and Expanded Surface Parking Lots

Safety and Security
Aging Facilities
Airlines’ Evolving Business Strategy 

Major Capital Improvement Programs
International Arrivals Facility Improvements
Concourse Apron Rehabilitation Ph2 C/D
Fan Replacement Program / Cooling Tower
Master Plan Implementation

Terminal / Concourse Programming & Schematic Design



Operating Statement Forecast (‘000)

FY07 Budget FY07 FY08 Budget
Description Amended Forecast Request
Operating Revenue $98,731 $102,178 $110,003
Operating Expense 74,317 74,192 81,774
Operating Income 24,414 27,987 28,229
Other Sources & Revenues
  Interest Income 5,000 8,000 8,000
  PFCs Allocated to Equipment -                       -                  2,590 _______ ______  _____

Total Sources & Revenues 29,414 35,987 38,819

  Debt Service 4,371 4,662 4,529
   Capital Equipment 3,376 3,376 6,731

Net Increase to Reserves $21,668 $27,949 $27,559
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FY 06 Actual $33,298,100 $46,072,100 $12,479,300 $4,933,400 $96,782,900 

FY 07 Budget $34,259,000 $46,021,500 $13,342,000 $5,108,700 $98,731,200 

FY 07 Forecast $35,186,600 $48,937,100 $13,011,800 $5,042,700 $102,178,200 

FY 08 Request $37,327,200 $52,840,800 $14,246,300 $5,588,700 $110,003,000 

Airline Use Agrmnt Concessions Leases/ Cost Recvry Miscellaneous Total

Comparison of Actual and Budgeted Operating 
Revenues



Operating Revenues

Major Revenue Category
FY 2007
Projected

FY 2008
Requested

Airline Use Agreement $35,186,600 $37,327,200
Concessions 48,937,100 52,840,800

Miscellaneous 5,042,700 5,588,700
Total $102,178,200 $110,003,000

Leases / Cost Recovery 13,011,800 14,246,300

   Projected Revenue Increase $7,824,800
Description Amount

    Use Agreement rate increase (Landing Fees & Terminal Rents) 2,140,600

      Concessions (Food, Beverage and Retail & Other Concessions) 1,351,600

      Parking Rate Increase & Car Rental Revenue Increases 2,552,100

    New Services / Utilities billed back to carriers & TSA 1,061,700

    Other revenue Increases (Leases w/o PBB plus  Misc) 718,800

Total $7,824,800
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FY 06 Actual $34,089,300 $7,427,500 $23,286,400 $6,158,000 $70,961,200 

FY 07 Budget $37,297,400 $7,214,300 $23,099,400 $6,705,900 $74,317,000 

FY 07 Forecast $37,193,300 $7,449,500 $22,887,900 $6,660,800 $74,191,500 

FY 08 Request $40,122,900 $8,026,900 $25,818,700 $7,229,500 $81,198,000 

Salaries & Benefits Materials & Supplies Charges & Services Intergovernmental Total

Comparison of Actual and Budgeted Operating 
Expenses



Salaries and Benefits

Description FY 2007
Forecast

FY 2008   
Request

Total Salaries and Benefits $37,193,300 $40,699,100

  Notes and Assumptions Used

Includes 567.8 FTE with funding for 10 previously 
                         unfunded positions for $781,000

FY08 Benefits Assumptions:
   *   Assumed 3% Salary Adjustment for all employees
   *   Retirement Rates Increased by 3%
   *   Medical Insurance Rates Increased by  19%



Expense Line Items

Major Expense Category
FY 2007
Forecast

FY 2008
Request

Materials and Supplies $7,449,500 $8,026,900
Services 20,929,500 23,484,800

Intergovernmental 6,660,800 7,229,500
Total $36,998,200 $41,075,100

Other Operating 1,958,400 2,333,900

   Line Item Expenditure Changes $4,076,900
Description Amount

 New Programs/Services 1,907,700

    One-time Funding Requests 626,100

    Expenditures Due to Aging Facilities 700,000

    General Increases in Costs 443,600

    City Fire & Other City Charges 399,500

Total $4,076,900



Expense Line Items - Details

   Line Item Expenditure Changes $4,076,900
Description Amount

  Materials and Supplies

    New In-line Baggage System (EDS) 182,000

        Operations Supplies (Stantions, Barricades, Police Supplies) 71,100

        Maintenance Supplies (Carpentry, Plumbing, Lights, HVAC) 324,300

  Services

        Studies (Safety Mgt. Sys. / Airport II Utility) 150,000
        Utilities & Fuel 91,300
        Airport Deicing Recycling Contract 161,100
        New In-line Baggage System (EDS) - Maintenance Contract 1,036,600
        Janitorial Contract & Carpet Replacements 427,200

        400 Hz & Pre Conditioned Air - Utilities 689,100

    Other Operating Expenses
        Workers Compensation - Possible Claim Settlement 405,000
        Miscellaneous Reductions -29,500

    Intergovenmental
        SLC Fire Dept.  and Other City Dep'ts. 393,300
        Insurance/Risk Management Premium - City 175,400

Total $4,076,900



Capital Equipment Budget Request

FY 2008 Major Capital Equipment

44 Passenger Transit Bus, 3 Units 1,140,000$          

Runway Brooms  (3 Units) 1,500,000            

Snow Blower 750,000               

Sewer Vacuum (2 Units) 700,000               

Crane 300,000               

Paint Stripper 350,000               

Two Dump Trucks 190,000               

Replacement New Total Funding Replacement New

Fleet 5,250,000  609,000          5,859,000     Airport Funds 3,125,300        1,015,600       

Other 385,300     486,600          871,900        PFC Funds 2,510,000        80,000             

Total 5,635,300  1,095,600       6,730,900         Total 5,635,300        1,095,600       

FY 2008 Capital Equipment By Type
New Other

7%

New Fleet
9%

Replacement 
Other
6%

Replacement 
Fleet
78%



Use of Funds: Source of Funds:
Airfield 32,781,100$      AIP Grants 22,966,100$       
Terminal 45,016,200        PFC 66,137,900         
Landside / Roads 3,982,000          Airport Funds 21,082,300         
Auxiliary Airports/GA 7,689,000          
Master Plan Implementation 15,500,000        
Others 5,218,000          

   Total 110,186,300$       Total 110,186,300$     

FY 2008 Budgeted CIP Projects

Airf ield
30%
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40%
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New Capital Improvement Projects for FY 2008 

AIRFIELD PROJECTS
Concourse Apron Rehab Ph II C/D

Airfield Lighting Upgrade to 5 Step Regulators

Storm Water Modifications Ph II

TERMINAL PROJECTS
Vertical Circulation & Vendor Screening
Bridge Between Terminal 2 & Terminal 3
Terminal 3 Modifications
Terminal 3 Baggage Recheck Modifications
Potable Water Cabinets & Delivery System
Terminal Lighting Support Areas
Paging System
Cooling Tower
Fan Replacement Program



New Capital Improvements Projects for FY 2008

Auxiliary Airports / GA
SLCIA General Aviation Taxiways

Airport 2 Taxiway Resurface

Utility Infrastructure

Landside / Roads and Grounds
Miscellaneous Asphalt Overlay Program Phase III
Rental Car Lobby Expansion

Master Plan Implementation
Terminal/Concourse Redevelopment – Schematics



Capital Improvement Budget FY 2007/2008

Asphalt Overlay
R/W 17-35
R/W 14-32

T/W R

R/W 16R-34L 
Storm Drainage 
Improvements

• SLCIA



Capital Improvement Budget FY 2007/2008

Apron 
Rehabilitation

TU1 Air 
Handler 
(Ph. I)

Cooling Tower 
Replacement

TU3 Improvements
FIS Remodel

Expansion & Elevators
Baggage Recheck

Sterile Corridor
Connector Bridge

Asphalt 
Overlay 
(Ph. III)

• SLCIA



Capital Improvement Budget FY 2007/2008

Emergency 
Access Road

Taxiway A 
Resurface

Airport II



Tooele Valley Airport Tooele Valley Airport -- Land AcquisitionLand Acquisition
Voluntary acquisition is desired; but condemnation may be needed in some areas.

Property rights are needed before ILS equipment can be installed by FAA (July 2007).

6 different property owners affected and approximately 98 acres of land is needed.

Capital Improvement Budget FY 2007/2008



• Thank You
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