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Manager and
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Aviation Director

Office of the City Manager

AGENDA HEADING:

Approving Resolution Signifying Intent to Create an Aviation Authority and Setting Date of Public
Hearing

SYNOPSIS:

Recommend approval of a resolution signifying the City’s intent to create an Aviation Authority as
outlined herein, setting date of public hearing as required by lowa Code 8 330A.6, and direct the City
Manager and City Attorney to prepare the necessary agreement(s) for Council review and approval.
FISCAL IMPACT: NONE

Amount: There would be little or no fiscal impact on the city.

Funding Source: N/A

ADDITIONAL INFORMATION:

A study conducted by the International City/County Management Association (ICMA) found that the
number of commercial airports governed by authorities has been steadily increasing over the last 40
years. No current documentation exists to accurately determine the airports’ type of governance.
However, it is estimated that approximately half of the U.S. airports are operated by authorities. Some of
the conversions are: Tampa, Memphis, Dallas-Ft. Worth, Orlando, Reno, the two federally owned
airports in Washington, DC, Albany, San Diego, Detroit, Pittsburgh, and Columbus. As reported in
Airport Cooperative Research Program, “Airport Governance and Ownership”, Legal Research Digest,
August 2009, airports changing to the authority governance have experienced many efficiencies by
having a business principled operation, including lower costs to the airlines and streamlined corporate
and private leasing to all tenants. Chamber of Commerce Executives from Dallas, Reno, Albany, and
Columbus have corroborated their airports’ positive changes after transition. One successful aviation
authority not covered in the ICMA study is the Omaha Airport Authority, one of our airport’s direct
competitors for passenger service.

Passenger traffic at the Des Moines International Airport in the past 10 years has not grown. Des Moines
passengers drive to other airports for better fares and more choices for air service — e.g. — Kansas City,
Omaha, Minneapolis, and Cedar Rapids. Thousands of enplanements each year are lost to other airports.
Cargo business has seen much change since 9-11 and activity is reduced dramatically. Review and




Council Communication No. 10-741
Page 2 of 4

updates in planning for the airport’s future is essential. Under an aviation authority, the Des Moines
International Airport would be able to react more quickly to air service concerns, be better prepared to
address air cargo decline, begin work on an update to the existing master plan to address the age of the
terminal building, and have the potential to become an economic growth engine.

Our airport is a hybrid organization of both a board of directors and city government. Airport staff report
to the board for some policy matters and to the City Manager for all administrative and support services.
This structure has been effective; however, the creation of an aviation authority would streamline
processes resulting in increased efficiency.

Plans to construct a second main runway need to be reassessed. At the same time, current airport terminal
facilities are over 50 years old and attempts to upgrade them have been made. Current buildings are in
need of repair and replacement to stay competitive with other airports and provide excellence for our
passengers. Airport terminal gate expansion is restricted by FAA design regulations. Planning for new
facilities over the next 5-10-20-25 years needs to begin soon. Review and updates in planning for the
airport’s future is essential. The Federal Aviation Administration would look to the aviation authority, as
the airport sponsor, to develop a master plan. The development of a master plan requires a public input
process specifically, the input of public and elected officials. The establishment of an aviation authority
could positively impact the ability to improve services at the airport, including the recruitment of
additional airlines.

The focus of the authority would be to plan, operate, and develop air transportation facilities at
reasonable costs for the benefit of the public. The airport would not have taxing powers, but would be
financially self-sufficient. Our airport is the “front door” to the City of Des Moines and the surrounding
communities it serves. It must thrive and improve to stay competitive with other airports and attract
economic development to Des Moines. The authority would be able to act and react quickly to changes
in the aviation industry, taking advantage of new opportunities that arise and react to fast changing
security requirements.

Authority Governance Benefits

1. Would focus solely on airport development and services for public interest.

2. Would have greater ability to establish and carry out long term plans.

3. Would operate in line with the principles of business, which are more applicable to an airport
than the principles of public administration.

4. Would free up City staff to concentrate on traditional city responsibilities and services.

Recommendations

e The City Manager and Aviation staff recommend that the agreement between the City and the
authority provide that the authority and the City Council meet in joint session at least once
annually to exchange information and provide input on matters of mutual interest.

e An annual report to the Council would contain a description of finances, significant changes at
the airport such as the addition of buildings and master plan updates, and a statistical summary of
operations and activity.
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e The authority would act as a policy making entity and hire an executive to oversee day-to-day
operations and all aviation staff. The City will need to assign its interests in all agreements, leases
and contracts to the authority.

e The authority would continue to contract services from the City thus mitigating financial budget
impact on City’s General Fund budget. It is anticipated that revenue payments to the City,
including payments in lieu of taxes, would continue and would be in compliance with all FAA
requirements.

e City of Des Moines would be the only participant of the authority and would appoint all board
members in accordance with lowa statutes. The Council will retain the right to abolish the
authority.

« The City Manager and Aviation staff recommend that the board consist of five members,
nominated by the Mayor and appointed by the Council. It is also recommended that the process
retain qualifications of current City code §822-47 for board members; “Members should have
expertise in aviation, business, accounting, finance, marketing, engineering, law, real estate
development, management or other fields of value to the operation of the airport”. In addition,
Legal staff has outlined a recommended nomination process in the ordinance as written below:

“The mayor will have at least 4 weeks prior to the expiration of an expiring term to
nominate an individual to the vacancy. If a nomination has not been made within the
timeframe, Council may, at or before the meeting immediately prior to June 30, present
nominations for the Council’s consideration and the Council may appoint a member from
the nominations.”

e The authority would honor all employee union contracts. The authority would continue to use
PamTechs; however, they will remain employees of the city.

PREVIOUS COUNCIL ACTION(S): NONE

October 25, 2010 Council Workshop — Proposed Des Moines Airport Authority Presentation given by
Aviation Director Donald Smithey

BOARD/COMMISSION ACTION(S): NONE

ANTICIPATED ACTIONS AND FUTURE COMMITMENTS:

Hold hearing to create Des Moines Airport Authority in accordance with lowa Code, 8330A.6.

Pass ordinance creating an airport authority.

Approve documents transferring the airport to the authority and providing for purchase of City services
for the authority.

Obtain FAA approval of all the above.

For more information on this and other agenda items, please call the City Clerk’s Office at 515-283-4209 or visit the Clerk’s
Office on the second floor of City Hall, 400 Robert D. Ray Drive. Council agendas are available to the public at the City
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Clerk’s Office on Thursday afternoon preceding Monday’s Council meeting. Citizens can also request to receive meeting
notices and agendas by email by calling the Clerk’s Office or sending their request via email to cityclerk@dmgov.org.
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