6.0 FINANCIAL IMPLEMENTATION PLAN

6.1 FINANCIAL ANALYSIS OBJECTIVES

The primary objective of the Financial Implementation Analysis for the HDN Master Plan is to
evaluate the Airport's capability to fund the Capital Improvement Program and to finance Airport
operations. The program is planned for implementation through three phases of development
including a five-year Phase I period (2015-2019), a five-year Phase II period (2020-2024) and a ten-
year Phase III period (2025-2034). The analysis includes development of a detailed Financial
Implementation Plan. Objectives for developing the Financial Implementation Plan include
presenting the results of the implementation evaluation and providing practical guidelines for
matching an appropriate amount and timing of financial sources with the planned use of funds.

6.2 OVERALL APPROACH

The overall approach for conducting the Financial Implementation Analysis included the following

steps:

e (Gathering and reviewing key Airport documents related to historical financial results, capital
improvement plans, operating budgets, regulatory requirements, County policies, airline

agreements and other operating agreements with Airport users.

e Interviewing key Airport officials to gain an understanding of the existing operating and
financial environment, relationships with the airlines and overall management philosophy.

e Reviewing the Aviation Activity Forecast previously developed in Chapter 3 of the Master
Plan report and developing an updated passenger enplanement forecast to reflect the
continuing enplanement decline that the Airport has experienced since 2012-2013 when the
original forecast was prepared; the updated forecast was used in the Financial
Implementation Analysis to ensure a conservative approach for developing financial

projections.

e Reviewing the Capital Improvement Program project cost estimates and development
schedules anticipated for the planning period and projecting the overall financial
requirements for the program.

e Determining and analyzing the sources and timing of capital funds available to meet the
financial requirements for operating the Airport and financing the Capital Improvement

Program.
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e Analyzing historical operations and maintenance expenses, developing operations and
maintenance expense growth assumptions, reviewing assumptions with Airport management
and projecting future operations and maintenance expenses for the planning period.

e Analyzing historical revenue sources, developing revenue growth assumptions, reviewing
assumptions with Airport management and projecting future airline and non-airline revenues
for the planning period.

e Completing results of the review in a Financial Analysis Summary that evaluates the financial
reasonableness of the Capital Improvement Program.

6.3 CAPITAL FUNDING SOURCES

In the past, the Airport has used a combination of FAA Airport Improvement Program (AIP)
entitlement and discretionary grants, Colorado DOT grants, passenger facility charges, rental car
customer facility charges, private third party financing and cash resetves/net operating revenues to
fund capital improvements. These funding sources will continue as the Airport’s primary sources to
finance the Master Plan Capital Improvement Program (CIP).

6.3.1 Airport Improvement Program Grants

The Airport receives grants from the FAA to finance the eligible costs of certain capital
improvements. These federal grants are allocated to commercial passenger service airports through
the AIP. AIP grants include passenger entitlement grants, which are allocated among airports by a
formula that is based on passenger enplanements and discretionary grants which are awarded in
accordance with FAA guidelines. In February 2012, after several years of continuing budget
resolutions in Congtress, the FAA Modernization and Reform Act of 2012 was enacted and
authorizes funding for the AIP through September 30, 2015. Under this AIP re-authorization
legislation, eligible projects are funded on a 90% AIP grant/10% local match basis for small and
non-hub airports. Under this authorization, the Airport is projected to receive current entitlements
of about $1.3 million in 2016 and future annual grants which are projected to grow to $1.6 million
by 2034 - the end of the planning period. Non-Hub airports (those with annual enplanements up to
about 370,000 passengers) can accumulate and carryover up to three years of unspent entitlements
plus the current year before the awards are revoked. In 2014, the Airport did not have unspent
entitlements to carryover for use in 2015. The implementation analysis assumes the application of
AIP passenger entitlement funds will be about $5.5 million during the Phase I planning period, $6.9
million during Phase II and $15 million during Phase II1.

The approval of AIP discretionary funding is based on a project eligibility ranking method the FAA
uses to award grants, at their discretion, based on a project’s priority and importance to the national
air transportation system. In the past, HDN has received discretionary funding support for various
eligible capital projects. It is reasonable to assume that the Airport will receive additional

discretionary funding during the planning period for higher priority, eligible projects, such as
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runway, taxiway and aircraft apron projects. The implementation analysis assumes the application of
AIP discretionary funds will be $13.7 million during Phase I, about $11 million during Phase II and
about $11.2 million during Phase III. Since the future availability of AIP discretionary grants is not
certain until an actual grant is awarded, it should be noted that any CIP projects which have
discretionary funds indicated as a funding source in the implementation plan may need to be delayed
until such funds actually become available.

The implementation analysis further assumes that the current AIP program will continue to be
extended through 2034 and that future program authorizations will provide substantially similar

funding levels as it currently does and as it has historically provided since the program was
established in 1982.

6.3.2 Colorado Department of Transportation Grants

The CDOT, Division of Aeronautics provides Discretionary Aviation Grants for airport projects
from a portion of the state sales tax collected on aviation fuel. Grants are approved for projects
including those that are AIP eligible, aviation pavement maintenance projects and various other
aviation projects. For AIP eligible projects, state grant awards for up to 50% of an airport’s local
match requirement are allowed. Non-Revenue producing projects that are not AIP eligible (but are
still eligible for state funding) may also receive up to 80% funding (with a 20% local match) for the
total cost of approved projects. In past years, an estimated limit of about $400,000 per year in state
grants was awarded to Colorado airports supported by the Division. More recently the limit has
been $250,000 per year to better fit the trends in lower fuel prices that have reduced the amount of
funds the state has available for grants. The Master Plan CIP includes several projects during the
planning period that are assumed to be partially funded from State Aeronautics Grants - $3 million
in Phase I, $2.8 million in Phase II and $2.5 million in Phase III.

6.3.3 Passenger Facility Charges

The Aviation Safety and Capacity Expansion Act of 1990 established the authority for commercial
service airports to apply to the FAA for imposing and using a Passenger Facility Charge (PFC) of up
to $3.00 per eligible enplaned passenger (non-revenue passengers are not eligible to pay PFCs
resulting in an average of 78.6% being eligible for PFC collection). With the passage of AIR-21 in
June 2000, airports could apply for an increase in the PFC collection amount from $3.00 per eligible
enplaned passenger to $4.50. The proceeds from PFCs are eligible to be used for AIP eligible
projects and for certain additional projects that preserve or enhance capacity, safety or security;
mitigate the effects of aircraft noise; or enhance aitline competition. PFCs may also be used to pay
debt service on bonds (including principal, interest and issue costs) and other indebtedness incurred
to carry out eligible projects. In addition to funding future planned projects, the legislation permits
airports to collect PFCs to reimburse the eligible costs of projects that began on or after November
5, 1990.
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HDN currently has two open PFC applications with a collection level of $4.50, collection authority
of $2,632,663 and an estimated expiration date of July 1, 2018. Projects approved in this application
were physically completed several years ago with original PFC project costs paid with airport funds
and debt. Consequently, current year collections through June 2018 are reimbursements for prior
project expenditures and are converted to airport cash available for other valid airport expenditures.
Current collections are approximately $350,000 per year.

The implementation analysis assumes that the Airport will submit additional PFC applications and
amendments, as required, to ensure that the collection of PFC revenues continues beyond the
authorized expiration date through the end of the twenty-year planning period in 2034. The
implementation analysis further assumes that PFCs will be used on a pay-as-you-go basis to fund
approximately $637,000 in additional project costs during Phase I, $3.3 million in Phase II and $5.1
million in Phase IIIL.

6.3.4 Rental Car Customer Facility Charges

In the last several years, rental car Customer Facility Charges (CFCs) have become common
financing tools for landside improvements at airports in the U.S. Such charges are collected by rental
car companies that provide services to commercial passengers at the airports they serve. CFCs are
collected by the rental car companies on behalf of, and for the benefit of, the airports where they
operate. The charge is typically based on a fee per rental car transaction day that is added to rental

car contracts.

On September 1, 2005, the County approved imposition of a $4 fee per rental car transaction day to
be collected from all rental car companies operating at the Airport. The CFC fee is to be used to
fund the planning, design and construction of various landside and passenger terminal
improvements at the Airport including facilities used by the rental car companies as well as for other
valid Airport purposes. The implementation analysis assumes that CFCs will be used to support the
cash flow needs of the overall capital program including specific rental car projects. Current
collections are approximately $160,000 per year.

6.3.5 Private Third Party Funding

Many airports use private third party financing when the planned improvements will be primarily
used by private businesses or other outside organizations. Such projects are not eligible for federal
funding. Projects of this kind typically include general aviation development areas, hangars, FBO
facilities, cargo facilities, private aircraft parking aprons, industrial development areas, non-aviation
commercial areas and various other projects. Projects of this kind are implemented and funded as
market demand warrants and do not affect the Airport’s other capital funding capabilities. The
implementation analysis assumes that private third party funding will be available to finance projects
such as East General Aviation Development facilities in Phase I - $13.2 million and other general
aviation development facilities in Phase III - $30.3 million.
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6.3.6 Other Unidentified Funding

The traditional airport capital funding sources described in the preceding sections are insufficient in
amount and timing to finance landside parking lot improvements ($1.4 million) and passenger
terminal improvements ($2.9 million) in Phase II. In Phase 111, traditional funding sources are
insufficient to finance a landside parking lot expansion ($8.7 million) and a portion of passenger
terminal improvements ($3.1 million). As a result, non-traditional funding sources or other
unidentified sources will be needed to finance these projects. The source of this non-traditional
“other” funding has not yet been determined and represents a shortfall for the capital project
implementation plan. This “other” funding may potentially include sources such as state funding,
economic development grants, future federal economic stimulus grants and other possible sources
that are not certain at this time. If other funding sources cannot be identified and obtained in the
time frames needed, the projects will have to be delayed until such funding can be identified.
Consequently, this source of capital funding has been referenced in the implementation analysis
financial plan as “Other Unidentified Funding”.

6.3.7 Cash Reserves/Airport Net Operating Revenues

At the beginning of 2015, the Airport had accumulated about $1.2 million in cash reserves. With the
significant passenger enplanement decline in recent years, the Airport is projected to generate annual
net operating losses during Phases I and II of the implementation plan. Consequently, net revenues
are not available to support funding the capital improvement program over the next ten years.
However, some additional cash flow contributions to the cash reserve balance are projected to be
generated from annual customer facility charges and project cost reimbursements from future
passenger facility charge collections. The result is a very limited amount of cash reserves available to
partially fund projects and maintain a reasonable level of cash reserves for emergencies and other
unanticipated events. Yearend cash reserve balances are projected to be minimal and insufficient to
support a prudent financial position. Many airports have adopted policies to maintain minimum cash
reserves equal to a range of 25% to 100% of their annual operating expense budget. For HDN in
2015, such a policy would result in maintenance of at least $1.2 million in minimum cash reserves.
Without significant growth in enplanements and/or increases in rates and charges, this does appear

possible in the foreseeable future.

6.4 FINANCIAL ANALYSIS AND IMPLEMENTATION PLAN FOR THE MASTER PLAN
CAPITAL IMPROVEMENT PROGRAM

This analysis, along with the tables presented at the end of Chapter 6, provides the results of
evaluating the financial reasonableness of implementing the Master Plan Capital Improvement
Program during the planning period from 2015 through 2034.
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6.4.1 Updated Passenger Enplanement Forecast

The original passenger enplanement forecast, provided in Chapter 3 of the Master Plan report, was
prepared in 2012-2013. Since that time, HDN enplanements continued to decline to levels that were
below the forecast amounts. The Financial Implementation Analysis relies on conservative
approaches for providing financial plan projections. A number of key capital funding sources and
operating revenues are driven by passenger enplanements. As part of the financial planning process,
an updated enplanement forecast was prepared to establish the conservative growth scenario to
guide the financial analysis. Table 6-1 provides a comparison of the original forecast versus the
updated forecast that was used for the Financial Implementation Analysis. Actual 2013
enplanements were 93,334 versus 105,309 in the original forecast. Late in 2014, Airport management
estimated 2015 enplanements would be 100,000 passengers. The updated forecast is based on the
2015 estimate with an annual growth rate that matches the original Master Plan forecast through
2034 - the end of the planning period.

TABLE 6-1 — UPDATED PASSENGER ENPLANEMENT FORECAST
2013 2015 y{) k] 2023 2028 2033

Original Enplanement Forecast (1) 105,309 108,100 119,996 136,732 155,802 177,532

Updated Enplanement Forecast (2)
Projects (2020-2024)

Sources: (1) - Jviation, Inc. analysis; (2) - Leibowitz & Horton AMC analysis

93,334 100,000 108,163 123,274 140,497 160,126

6.4.2 Estimated Project Costs and Development Schedule

The CIP Estimated Project Costs and Development Schedule is derived from previous results of the
Master Plan analysis. The CIP for capital expansion and improvement projects is projected on an
annual basis for the Phase I planning period from 2015 through 2019, in total for the Phase II
planning period from 2020 through 2024 and in total for the Phase III planning period from 2025
through 2034. For each of these planning periods, Figure 6-1 (provided at the end of Chapter 6)
presents the Capital Improvement Program including estimated costs and anticipated development

schedule for the identified projects.

As shown in Figure 6-1, the total estimated cost of projects is $110,299,415 in 2015 dollars. The
estimated costs for projects scheduled during the period 2015 through 2034 are adjusted by an
assumed 3% rate of annual inflation. The resulting total project costs escalated for inflation are
$143,095,613. Table 6-2 presents a summary of the table and provides a comparison of 2015 base
year costs with escalated costs adjusted for inflation for each of the planning periods.
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TABLE 6-2 - SUMMARY OF 2015 BASE YEAR AND TOTAL ESCALATED COSTS FOR THE MASTER PLAN CAPITAL
IMPROVEMENT PROGRAM

Planning Periods 2015 Base Year Costs Total Escalated Costs

Phase | Projects (2015-2019) $35,825,215 $37,840,977

Phase Il Projects (2020-2024) 23,582,200 28,275,920

Phase lll Projects (2025-2034) 50,892,000 76,978,716
Total Project Costs $110,299,415 $143,095,613

Note: Addition errors are due to rounding of calculated amounts.
Source: Leibowitz & Horton AMC analysis

6.4.3 Sources and Uses of Capital Funding

Funding sources for the CIP depend on many factors, including AIP and PFC project eligibility, the
ultimate type and use of facilities to be developed, management's current and desired levels of the
Airport's airline cost per enplaned passenger, the availability of other financing sources and the
priorities for scheduling project completion. For master planning purposes, assumptions were made
related to the funding source of each capital improvement.

Figure 6-2 lists each of the CIP projects, their estimated costs (escalated annually for inflation) and
the assumed funding sources and amounts. In the Phase I planning period (2015-2019), it was
assumed that AIP entitlement grants would partially fund runway rehabilitation, aircraft parking
aprons, a runway blast pad, several pieces of SRE, ARFF facilities, terminal security improvements
and other eligible projects. It was assumed that AIP discretionary grants would partially fund runway
rehabilitation and an aircraft parking apron. It was assumed that CDOT aviation grants would
provide a portion of the funding for AIP eligible projects. PFC pay-as-you-go revenues were
assumed to also fund a portion of the AIP eligible projects. Private third party financing was
assumed to fund ineligible project elements in the east general aviation development area in
conjunction with the planned relocation of FBO facilities. Available cash reserves were assumed to
fund ineligible projects and a portion of the local match for AIP projects.

In the Phase II planning period (2020-2024), it was assumed that AIP entitlement grants would
partially fund taxiway projects, a deicing pad, SRE and ARFF equipment and land acquisition
located near runway 10/28. It was assumed that AIP discretionary grants would partially fund
taxiway projects and the deicing pad. It was assumed that CDOT aviation grants and PFC revenues
would provide the ten percent matching funds on AIP eligible projects. Funding was not available
for parking lot facility improvements and terminal improvements so the funding source indicated in
the implementation analysis was “other unidentified funding”. If this funding cannot be identified in
the amounts and time frames needed, these projects will have to be delayed until funding is
identified.
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In the Phase III planning period (2025-2034), it was assumed that AIP entitlement grants would
partially fund runway and commercial apron rehabilitation, ARFF equipment and facility
improvements and terminal improvements. It was assumed that AIP discretionary grants would
partially fund runway rehabilitation and the commercial apron. It was assumed that CDOT aviation
grants and PFC revenues would provide funding for local matches on AIP eligible projects. Private
third party investment was assumed to fund major general aviation area facilities. Minimal cash
reserves were applied to fund a cold storage facility and land acquisition. Funding was not available
to expand parking lot facilities and not sufficiently available to fund the entire terminal expansion
project so the funding source indicated in the implementation analysis for these projects was “other
unidentified funding”. If this funding is not identified and adequately available when project
implementation is planned, then the related projects will need to be delayed and/or reduced in scope

until the funding becomes available.

A summary of the sources of capital funding by type and uses of capital funding by planning period
for the CIP is presented in Table 6-3.
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TABLE 6-3 - SUMMARY OF SOURCES AND USES OF CAPITAL FUNDING FOR THE MASTER PLAN CAPITAL
IMPROVEMENT PROGRAM

Phase | Phase Il Phase lll
Sources of Capital Funding (2015-19) (2020-24) (2025-34) Totals
AIP Entitlement Grants $5,487,314 $6,865,276 $15,031,278 $27,383,868
AIP Discretionary Grants 13,663,807 10,965,289 11,175,088 35,804,184
CDOT Aviation Grants 3,049,639 2,773,548 2,513,008 8,336,195
Passenger Facility Charges 637,415 3,254,462 5,055,321 8,947,199
Private Third Party Funding 13,217,298 0 30,251,794 43,469,092
Other Unidentified Funding 0 4,378,201 11,776,944 16,155,145
Cash Reserves/Net Ops Cash Flow 1,785,504 39,143 1,175,282 2,999,929
Total Sources of Capital Funding $37,840,977 $28,275,920 $76,978,716 $143,095,613

Uses of Capital Funding

Runway/Taxiway Improvements $14,108,844 $15,528,749 $14,032,295 $43,669,887
Aircraft Apron Improvements 5,956,426 0 35,545,859 41,502,285
Terminal & Related

Landside Improvements 1,475,468 4,507,547 22,325,824 28,308,840
General Aviation Facility Improvements 13,323,388 0 0 13,323,388
SRE Facilities & Equipment 1,886,282 4,584,073 1,066,376 7,536,731
ARFF Facilities & Equipment 368,270 1,935,461 3,252,068 5,555,798
Other Improvements 722,299 1,720,091 756,295 3,198,684
Total Uses of Capital Funding $37,840,977 $28,275,920 $76,978,716 $143,095,613

Note: Addition errors are due to rounding of calculated amounts.
Source: Leibowitz & Horton AMC analysis

6.4.4 Projected Operations and Maintenance Expenses

Operations and maintenance expense projections for the Phase I (2015 to 2019), the Phase II (2020
to 2024) and the Phase III (2025 to 2034) planning periods are based on the Airport's 2015 budget
and its projections through 2017, the anticipated impacts of inflation, aviation traffic increases,
facility improvements and the recent experience of other similarly-sized resort airports.

6.4.4.1 Operations and Maintenance Expense Projection Assumptions

Operations and maintenance expense growth assumptions, as reflected in Figure 6-3, were
developed to project the Airport’s operating expenses during the planning period. Actual amounts
for 2012 and 2013, estimated amounts for 2014, budgeted amounts for 2015 and the Airport’s
projected amounts for 2016 and 2017 provide a comparison with expenses that are projected for the
period 2018 through 2034. The Airport’s accounting structure is organized into the following cost
centers and line item expense categories within each cost center:



e Administration

o

o
o
o

e Airfield

0O O O o o

e ARFF

O O O o o

HDN Administration
Routt County Administration
Personnel Expenses

Continuing Education/Travel Expenses

Personnel Expenses

Tarmac Operations

Building Repairs & Maintenance Expenses
Equipment Repairs & Maintenance Expenses
Other Administration Expenses

Controllable Expenses

Overtime Expenses

Personnel Expenses

ARFF Operations

Building Repairs & Maintenance Expenses
Equipment Repairs & Maintenance Expenses
Other Administration Expenses

Controllable Expenses

e Terminal

(0]

©O O O O

Personnel Expenses

Building Repairs & Maintenance Expenses
Contract Services

Other Administration Expenses

Controllable Expenses

e Passenger Services

(0]

(0]

Personnel Expenses

Operations
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e Security

O Personnel Expenses

0 Operations
e Restaurant

O Personnel Expenses

0 Operations

0 Controllable Expenses

0 Opvertime Expenses
e [Landside

O Personnel Expenses
General & Taxi/Shuttle Lot Expenses
Paid Parking Lot Expenses
Employee Parking Lot Expenses
Rental Property Expenses
Rental Car Parking Lot Expenses

0O O O O o o

Snowplowing Expenses
0 Controllable Expenses

For each of the cost center expense categories indicated above, individual line item projections are
based on the Airport’s 2017 projected amounts with an assumed 3% annual rate of inflation
beginning in 2018.

6.4.4.2 Projection of Operations and Maintenance Expenses and Operating Expenses per
Enplaned Passenger

The projection of operations and maintenance expenses is provided in Figure 6-3. As shown in the
table, total expenses are expected to grow from $4,707,155 budgeted in 2015 to $5,317,523 in 2019
reflecting an overall growth rate of 1.7% per year and a total of $25,120,821 during the Phase 1
planning period. Phase II expenses are projected to total $29,078,393 reflecting a 3% annual growth
rate for the five-year period 2020-2024 and Phase I1I expenses are projected to total $72,788,755
reflecting a 3% annual growth rate for the ten-year period 2025-2034.

Figure 6-3 also provides a comparison of HDN’s total operating expenses per enplaned passenger
versus an average for selected non-hub airports with similar resort community operations. HDN’s
operating expenses per enplaned passenger are projected to increase from $47.07 budgeted for 2015
to an average of $49.67 during the Phase III planning period. Over the same period of time, the
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average for similar non-hub resort airports grows from $41.97 in 2015 to an average of $48.91
during Phase III. ' This comparison shows that budgeted and projected operating expenses at HDN
are in line with other resort airports of similar size during Phase I (about 11% higher), during Phases
II (about 7% higher) and during Phase III (about 2% higher). This implies that the Airport currently
manages operations and controls expenses in a manner that is similar to other non-hub resort

airports.

6.4.5 Projected Operating Revenues

Operating revenue projections for the Phase I (2015 to 2019), the Phase 1I (2020 to 2024) and the
Phase III (2025 to 2034) planning periods are based on the Airport’s current budget and its
projections through 2017, current rates and charges methodology, current leasing practices, the
anticipated impacts of inflation, aviation traffic increases, facility expansions and the recent
experience of other similarly-sized resort airports.

6.4.5.1 Operating Revenue Projection Assumptions

Operating revenue growth assumptions, as reflected in Figure 6-4, were developed to project the
Airport’s operating revenues during the planning period. Actual amounts for 2012 and 2013,
estimated amounts for 2014, budgeted amounts for 2015 and the Airport’s projected amounts for
2016 and 2017 provide a comparison with revenues that are projected for the period 2018 through
2034. The Airport’s cost center structure for revenues is the same as for operations and maintenance
expenses. This analysis further organizes revenues into categories for airline revenues, non-aitline
revenues and non-operating revenues. Annual revenue growth assumptions for the period 2018
through 2034 are provided in the following sections.

e Airline Revenues

0 Airline landing fee projections beginning in 2018 are based on the Airport’s 2017
projection with growth at a 3% annual inflation rate plus increases in aircraft landed
weight using annual growth at /2 the rate of forecast passenger enplanements (as
updated in Section 6.4.1). This reflects the aitlines’ practice of managing increased
load factors before additional flights are provided.

0 Airline revenue projections beginning in 2018 for the following categories are based
on the Airport’s 2017 projection with growth at a 3% annual inflation rate thereafter.

* Terminal Rent
= Passenger Service Fees

= Security Fees

VEAA, Operating and Financial Summary Report #127 and FAA Air Carrier Activity Information System enplanement
database
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Non-Airline Revenues

0 Airfield Cost Center

Non-Airline revenue projections in the Airfield Cost Center beginning in

2018 for the following categories are based on the Airport’s 2017 projection

with growth at a 3% annual inflation rate plus increases in aircraft landed

weight using annual growth at 2 the rate of forecast passenger enplanements
(as updated in Section 6.4.1).

>

YV V V

State Aviation Fuel Tax Refund
FBO Fuel Flowage Fees - Jet A
FBO Fuel Flowage Fees — AvGas
FBO Landing Fees

Fuel Supplier Fuel Flowage Fees - Jet A

Non-Airline revenue projections in the Airfield Cost Center beginning in

2018 for the following categories are based on the Airport’s 2017 projection

with growth at a 3% annual inflation rate thereafter.

>

YV V. V VY V

>

FBO Field Rent

FBO Other

Ground Handling

Charter Landing Fees

Miscellaneous

WAM Site Lease

General Aviation (GA) Hangar Site Leases

GA Snow Removal Fees

O Terminal Cost Center

Non-Airline revenue projections in the Terminal Cost Center beginning in

2018 for the following categories are based on the Airport’s 2017 projection

with growth at a 3% annual inflation rate plus the annual rate of forecast

enplanement growth.

>
>

News & Gift Concession Fees

Vending
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* Non-Airline revenue projections in the Terminal Cost Center beginning in
2018 for the following categories are based on the Airport’s 2017 projection
with growth at a 3% annual inflation rate thereafter.

» Advertising Concession Fees
» ATM Transaction Fees

Ski Rentals

Rental Car Space Rent
Taxi/Limo Space Rent

TSA Office Rent

YV V VYV V V

Ground Handling Space Rent
> Art Revenue

O Passenger Services Cost Center — Non-Airline revenue projections in the Passenger
Services Cost Center beginning in 2018 for the following categories are based on the
Airport’s 2017 projection with growth at a 3% annual inflation rate thereafter.

» Rental Car Passenger Services

» Taxi/Limo Passenger Services

» Ground Handling Passenger Setvices
» Cart Vending Revenue

O Security Cost Center — Non-Airline revenue projections beginning in 2018 for
Background Check Reimbursements are based on the Airport’s 2017 projection with
3% annual inflation growth thereafter.

0 Restaurant Cost Center

= Non-Revenue projections in the Restaurant Cost Center beginning in 2018
for the following categories are based on the Airport’s 2017 projection with
growth at a 3% annual inflation rate plus the annual rate of forecast
enplanement growth.

> Snack Bar Revenue
» Restaurant Revenue

> Sales Tax Service Fees
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0 Landside Cost Center

* Non-Airline revenue projections in the Landside Cost Center beginning in
2018 for the following categories are based on the Airport’s 2017 projection
with growth at a 3% annual inflation rate plus the annual rate of forecast
enplanement growth.

» Rental Car Concession Fees
» Parking Operations

* Non-Airline revenue projections in the Landside Cost Center beginning in
2018 for the following categories are based on the Airport’s 2017 projection
with growth at a 3% annual inflation rate thereafter.

» Farm Land Rent
Rental Car Fuel Farm Rent
Taxi/Bus/Limo Fees

Rental Car Space Rent

Y V V

Taxi/Limo Space Rent
» Ground Handling Rent

e Non-Operating Revenues - Non-Operating revenue projections beginning in 2018 for
Interest Income are based on the Airport’s 2017 projection with no annual inflation growth
thereafter.

6.4.5.2 Projection of Operating Revenues, Airline Cost per Enplaned Passenger and
Operating Revenues per Enplaned Passenger

The projection of operating revenues is provided in Figure 6-4 at the end of Chapter 6. As shown,
airline revenues are expected to grow from $2,249,875 budgeted for 2015 to $2,482,821 projected
for 2019 with a total of $11,753,678 during the five-year Phase I planning period. During the five-
year Phase II period, airline revenues are projected to total $13,725,322 and during the ten-year
Phase III period, revenues are projected to total $35,359,234. The overall annual growth rate for
airline revenues is 3.1% during the twenty-year planning period. Non-Airline revenues are expected
to grow from $2,370,990 budgeted for 2015 to $2,883,149 projected for 2019 with a total of
$13,182,592 during the Phase I period. During the Phase II period, non-airline revenues are
projected to total $16,728,971 and during the Phase III period, non-airline revenues are projected to
total $48,830,873. The overall annual growth rate for non-aitline revenues is 4.8%. Total Airport
revenues (including non-operating revenues) are expected to grow from $4,624,165 budgeted for
2015 to $5,369,970 projected for 2019 with a total of $24,954,520 during the Phase I period. During
the Phase II period, revenues are projected to total $30,474,293 and during the Phase III period,
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revenues are projected to total $84,230,107. The overall annual growth rate for total Airport
revenues is 4.0%.

Figure 6-4 also provides a comparison of the Airport’s airline cost per enplaned passenger (CPEP)
versus an average for non-hub airports with similar resort community operations. The airline CPEP
(all airline fees and rentals divided by enplaned passengers) is a measure airlines use to compare their
cost of operations among the airports they serve. HDN’s airline CPEP is projected to grow from
$22.50 budgeted for 2015 to an average of $24.13 during the Phase III planning period. Over the
same period, the average for similar non-hub resort airports grows from $15.13 in 2015 to an
average of $17.63 during Phase I1L.” This comparison shows that aitline rates and charges at HDN
are currently much higher per enplanement than other similar non-hub resort airports and are
expected to remain higher throughout the planning period (about 44% higher during Phase I, 40%
higher during Phase II and 37% higher during Phase III). The overall result for the CPEP statistic is
due to a significant decline in passenger enplanements which began in 2009 - enplanements declined
from about 140,000 passengers in 2008 to about 93,000 in 2013 - a 34% decline. If current
enplanements could be restored to 2008 levels and airline rates remained the same, the Airport’s
CPEP would become in line with other similar resort airports.

Figure 6-4 also provides a comparison of HDN’s total operating revenue per enplaned passenger
versus an average for other non-hub resort airports. The Airport’s total operating revenue per
enplaned passenger is projected to grow from $46.21 budgeted for 2015 to an average of $57.46
during the Phase III planning period. Over the same period, the average for similar non-hub resort
airports grows from $47.40 in 2015 to an average of $55.22 during Phase I11.” This comparison
indicates that total Airport revenues are currently about 2% lower than the resort average in Phase I,
1% lower in Phase II and 4% higher in Phase III. Thus, the Airport’s average revenue statistics are
in line with other resort airports throughout the planning period while its passenger enplanements
have declined much more than other airports. With significantly lower enplanements, the Airport’s
total revenue statistic should be higher than the other resort averages - just like the airline CPEP is
higher. This indicates that the Airport’s rates and charges for non-airline revenues are much lower
than other similar non-hub resort airports. Unfortunately, non-airline rates and charges may be
difficult to increase while enplanements remain at current low levels.

6.4.6 Financial Analysis Summary for the Master Plan Capital
Improvement Program

The Financial Plan Summary presented in Figure 6-5 at the end of Chapter 6 includes a Capital
Cash Flow section that presents a summary of projected capital funding (from Figure 6-2) and
scheduled capital expenditures (from Figure 6-1) with the cash flow that results from implementing

2 FAA, Operating and Financial Summary Report #127 and FAA Air Carrier Activity Information System enplanement
database
3 FAA, Operating and Financial Summary Report #127 and FAA Air Carrier Activity Information System enplanement
database
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the Master Plan Capital Improvement Program. Figure 6-5 also includes an Operating Cash Flow
section that summarizes totals for operating revenues (from Figure 6-4) and operating expenses
(from Figure 6-3) less existing debt service requirements and minor capital outlay project costs and
with the addition of beginning cash reserve balances to provide the cash flow that results from these
activities.

In Figure 6-1 of the Financial Implementation Analysis, practical approaches were provided for
scheduling capital expenditures to match the availability of capital funding. Figure 6-2 provided
practical approaches for matching specific capital funding sources with each of the identified
projects. As shown in Figure 6-5, positive yearend cash reserves are projected during the Phase I
planning period but the annual balances are below what this analysis considers a reasonably prudent
financial condition. The cost of any unanticipated event could result in negative yearend cash flows
for the Airport. Due to negative cash flows from operating activities, the implementation analysis
projects a negative yearend cash reserve balance during Phase II which could not be reasonably be
resolved. Due to enplanement and net revenue growth during the Phase I1I planning period,
positive operating cash flows and yearend cash balances are projected to resume.

Based on the assumptions underlying the Financial Implementation Analysis summarized in the
Capital Cash Flow section of Figure 6-5, implementation of projects in the Master Plan CIP that are
scheduled for development during the Phase I planning period is financially possible with a
financially sound operating plan and contingency the County provides operating and capital support
if needed. During Phase II, capital project implementation is financially reasonable contingent on
the same operating and capital support the County has indicated for Phase I. During Phase 111,
implementation is financially reasonable. Resolution of the Airport’s cash flow difficulties reside
more in improving financial operating activities than in capital activities.

Implementation of capital projects during the twenty-year planning period that have AIP
discretionary grants indicated as a funding source are subject to the availability of those grants which
are provided at the sole discretion of the FAA. If the identified portion of discretionary funding is
not awarded by the FAA, then these projects will need to be delayed until funding is available. Every
airport that plans to fund future projects with discretionary grants faces the same dilemma. During
Phases II and III of the capital improvement program, traditional funding sources for the parking
lot and terminal improvement/expansion projects were not sufficiently available. Consequently,
“other unidentified funding” was indicated as the funding source. If this funding is not identified
and adequately available when project implementation is planned, then the related projects will need
to be delayed and/or reduced in scope until the funding becomes available.

Additionally, the Financial Implementation Analysis relies on achievement of the aviation activity
and passenger enplanement forecast (as updated in Section 6.4.1). Actual aviation traffic may
temporarily vary from the projected levels of activity without a significant adverse impact on the
capital program. If decreased traffic levels occur and persist, implementation of all the proposed
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projects may not be financially feasible. It should also be noted, however, that if the forecast activity
levels are not met, then a number of the planned capital improvements may not be necessary.

6.5 FINANCIAL ANALYSIS TABLES

Financial analysis Figure 6-1 through Figure 6-5 are presented on the following pages.
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FIGURE 6-5 — BUDGETED AND PROJECTED NET REVENUES, CAPITAL FUNDING, AND CAPITAL EXPENDITURES

HDNMP_2014_3.123

YAMPA VALLEY REGIONAL AIRPORT (HDN)
Hayden, Colorado

Master Plan - Financial Implementation Analysis
Financial Plan Summary

Budgeted and Projected Net Revenues, Capital Funding and Capital Expenditures

Operating/Capital Cash Flow

Passenger Enplanements
Annual Growth Rates

Operating Cash Flow
Revenues:
Airline Revenues
Non-Airline Revenues
Non-Operating Revenues

Total Revenues
Operations & Maintenance Expenses

Net Operating Cash Flow Before Existing Debt
Service and Minor Capital Outlays

Less Existing Water Tank Debt Service

Minor Capital Outlays:
Master Plan
Parking Lot Gate System Replacement
Bobcat Skidster Broom
Parking Lots and Roadway Maintenance
3 Skidster Annual Tradeins
Replace Rescue Tools/Compressor
Replace Security Vehicle
Security System Upgrades
Replace 3 Landside Vehicles
FOD Device
Replace Advertising Display Cases
Terminal Voltage Regulator
Replace Director's Vehicle
Access Gate Readers
Replace 2011 GMC Pickup
Restaurant Replacement Equipment

Total Minor Capital Qutlays

Total Airport Operating Funds Available
For Capital Expenditures

Capital Cash Flow
Beginning Cash Balance

Other Capital Funding Sources:
AIP Entitlement Grants
AIP Entitlement unspent current year + carryover
AIP Entitlements carryover from the prior years
AIP Discretionary Grants
CDOT Aviation Grants
Passenger Facility Charges
GCustomer Facility Charges
Private 3rd Party Funding
Other Unidentified Funding

Total Other Capital Funding Sources

Total Funds Available for Capital Expenditures
Capital Improvement Program Expenditures

Ending Cash Balance

Source: Leibowitz & Horton AMC Analysis

30-Mar-15
Phase |
Budgeted | Projected Phase Il Phase lll
2015 2016 2017 2018 2019 Total 2020-2024 2025-2034
100,000 102,650 105,370 108,163 111,029 527,212 600,869 1,465,310
- 2 65% 2.65% 2.65% 2.65% - 2.65% 2.65%
$2,249875 $2,294605 $2324,210 $2402,167 $2,482,821 $11,753,678 $13,725322 $35350,234
2,370,990 2,665,290 2,616,650 2,746,514 2,883,148 13,182,592 16,728,971 48,830,873
3,300 2,950 4,000 4,000 4,000 18,250 20,000 40,000
$4624165 $4,862,845 $4.944860 $5152680 $5369970 $24954520 $30474293  $84,230,107
($4,707 155) ($4,921,225) ($5,012,275) ($5,162,643) ($5,317,523) ($25,120,821) ($29,078,393) ($72,788,755)
($82,990) ($58,380) ($67,415) ($9,963) $52.447 (3166,300) $1,395900  $11,441,351
($125,650) ($125,650) (8125,650) ($125650) ($125,650) ($628,250) ($628,250) ($628,250)
$44 400 $0 $0 $0 50 $44,400 $0 50
0 250,000 0 0 0 250,000 0 0
8,500 0 0 0 0 8,500 0 0
40,000 40,000 40,000 0 40,000 160,000 200,000 400,000
0 30,000 30,000 30,000 30,000 120,000 150,000 300,000
0 0 0 0 0 0 58,000 0
0 45,000 0 0 0 45,000 0 0
0 25,000 0 0 25,000 50,000 125,000 250,000
0 0 10,000 0 10,000 20,000 115,000 115,000
0 0 10,000 0 0 10,000 0 0
0 0 25,000 0 0 25,000 0 0
0 0 15,000 0 0 15,000 0 0
0 0 0 0 40,000 40,000 0 0
0 0 0 0 0 0 50,000 0
0 0 0 0 0 0 35,000 0
10,000 10,300 10,609 10,927 11,255 53,091 68,196 206,306
$102,900 $400,300 $140,609 $40,927 $156,255 $840,991 $801,196 $1,271,306
($311,540)  ($584,330) ($333,674) ($176,540) ($229,458) ($1,635,542) ($33,547)  $9,541,795
$1,230,082 $290,617 $157,042 $185,779 $504,292  $1,230,082 $141,679 ($193,858)
$281,255 $1,264,353  $1,300,000 $1,313,780 $1,327925 $5487314 §6,865276 $15,031,278
0 (139,439) (675,591) 0 0 0 0 (0)
0 0 139,439 675,591 0 0 0 0
10,250,000 0 0 3,413,807 0 13,663,807 10,965,289 11,175,088
1,756,820 62,495 95,481 554 5093 580,250 3,049,639 2,773,548 2,613,008
345,000 354,143 363,527 373,161 383,050 1,818,880 2,072,998 5,055,321
489,000 159,108 163,324 167,652 172,095 1,151,178 918,618 2,093,918
0 0 0 13,217,298 0 13,217,298 0 30,251,794
0 0 0 0 0 0 4,378,201 11,776,944
$13,122,075 $1,700660 $1,386,180 $19,715881 $2463,320 $38,388,115 $27973,930 §77,897,352
$14,040,617 $1406,947 $1,209,548 $19,725120 $2,738,154 $37,982,6566 $28,082,063 $87,245,290
13,750,000 1,249,905 1,023,769 19,220,829 2596475 37,840,977 28275920 76,978,716
$290,617 $157,042 $185,779 $504,292 $141,679 $141,679 ($193,858) $10,266,574
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