* Roll Call Number Agenda Itg.%umber

Date October 13. 2008

Rececive and File the Annual Report of the Des Moines
International Airport for the year ended June 30, 2008

WIHEREAS, on September 20. 1993, by Roll Call No. 93-3490, the Des Moines City Council
approved Ordinance No.12,040, assigning certain rights and responsibilities pertaining to the
Airport t.: the Des Moines Internatonal Airport Board (hercinafter called the "Airport Board"),
including the responsibility to prepare and deliver to the City Council an Annual Report covering
program activities and financial status within one hundred and twenty days afier the end of the
liscal year; and

WIIEREAS, on September 7, 1994, by Resolution No. A94-234. the Airport Board directed that
an Annual Report be prepared in simple, easy to read format; and

WHEREAS, on October 7, 2008, by Resolution No. A08-201, the Airport Board approved the
FY2008 Annual Report and authorized its submittal to City Council:

WHEREAS, the Annual Report has been prepared and is complete: NOW, THEREFORE,
BE IT RESOLVED. BY TIIE CITY COUNCIL OF DES MOINES, IOWA:

That (1) the FY 2008 Annual Report be received and filed and (2) the letter from the Airport
Board Chairperson be received and tiled.

(Council Communication 0 g’b { 5 18 attached.)

Approved as to form: Moved by to adopt.

/&zf:é/dﬁ; N ——

David A. lcrruc Assistant City Attorney

COUNCIL ACTION ¥ hAN NAYS AN ARBSENT CERTIFICATE
COWNIFE
COLEMAN I, DTANE RAUH, City Clerk of said City hereby
e certify that at a meeting of the City Council of
ik said City of Des Moines, held on the above date,
KIERNAN among other proceedings the above was adopted.
MAHAFFEN '
SEVER IN WITNESS WHEREOF, I have hereunto set my
T hand and affixed my seal the day and year first
above written.
TOTAL
MOTION CARRIED = AFPROVED

wiyer City Clerk
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October 8, 2008

The Honorable Mayor and Members of
the Des Moingcs City Council

400 Robert D. Ray Drive

Des Moines, 1A 50309

RE: FY2008 Airport Annual Report — Year in Review

Dear Mayor and Mcembers of the City Council:

Section 2-362.03(ix) of the City of Des Moines Municipal Code. which
establishes the Des Moines International Airport Board, requires the Board to:

"Prepare and deliver to the Ciry Council an annual report covering
program uctivities and financial status”

The operational, physical. and financial status o the Des Moines International
Airport. as reflected in Airport records and City financial reports, are set forth on
the following pages. The report was approved by the Airport Board on

October 7. 2008, by Resolution No, A08-201. Official records regarding the
Airport Enterprise Fund are maintained by the City's Financial Department.

We hope vou find this report informative. Should you have questions regarding
this report. please contact me or Aviation Director Craig 8. Smith.

Sincerely.

=l

James W. Erickson
Airport Board Chairperson

JWE:rs
Linclosure

ce: Airport Board Members
Richard A. Clark, City Manager






lowa Caucuses 2008 — An Exercise in Preparedness

Aviation Director Craig Smith wanted to prepare for the worst after the media, candidates plus
their entourages, and campaign workers left lowa in 2 mass exodus after following the Caucuses.
The ball started rofling in 2007 with planning amang all the entities involved to insure the Airport
was equipped and ready for the departures in the 2008 post-tawa Caucuses. The result was a DSM
homerun in peak efficiency, dynamic resukts, and rave reviews from visitors and media.

Nearly 4,500 passengers boarded planes that day, compared to a normal day of 2.700. TSA reported
a high of 581 passengers at the Security, Checkpoint during a one-hour period with a wait-time of
only around three minutes. During the dme period from jJanuary 3™ to January 7=, over 16,500
bags were screened, with a one-day high of 4,102 bags on january 4. The return of renaal cars, that
proved to be 2 batdeneck in ‘04, ran smoochly while daubling weekend numbers of 130 vehicles a
day and a one-day towl on January 4 of about 1,500 retumns.
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it is with mixed emotions that | pen my first address as Chairman of the Des
Moines Internadonal Airport (DSM) Board. There are so many good and
exciting things to cover, and one piece of sadness.

For Calendar Year 2007, the carriers at DSM enplaned 992000 passengers,
making that the second best enplanement year in the history of the Airport

january and February 2008 were the best respective months ever for
enplanements. Then oil went over $100 per barrel, and the entire commerial
aidine industry changed, By the end of the fiscal year, enplanements were only slighdy
ahead of last year's pace. | suspect some big changes are coming. While many small
commercial airports have seen service completely pulled, so far we have been forwnate
that only selective trimming has @aken place.

Cargo handling at DSM is holding its own, but is sdll about 7% off last year's pace. Fuel
prices and the weak economy are wreaking havoc with all areas of our indusury.

Aviation Director Craig Smith has enacted a2 management reorganization plan that will
lead to positive efficiencies. This Airport, and the functions that the personnel perform,
have grown so remendously over recent years that an adjustment was clearly needed.

The Board itself has a new composition. Besides my change in duties, we welcomed
Elizabeth Ward, Roger Brooks and Nolden Gentry as new members. Ms. Ward is an
entrepreneur selling children’s books, Mr. Brooks is retired from the Insurance industry
and Mr. Gentry is a managing partner with a local faw firm.

Bad weather (snow, ice, fog, floods, and tornadoes) pounded lowa the last three months
of 2007 and the first half of ‘08. Airport staff worked many long hours over the winter
keeping the airport open. When winter was finally over. we had to deal with floods,
tornadoes and high winds. In June.we couldn't avoid a sudden downburst of wind (70mph)
that brought down the strucwural steel thac was in place for the Mesaba Regional jet
Maincenance Hangar. It was quite impressive how each entity worked together to get us
back an track. The facility should be ready to occupy by mid-November.

Lasty, | am saddened to report that we lost our friend and former Board Chairman John
Fizgibbon. john had served as Chairman for 25 years. He retired last July and passed away

in March. He was grear man who will be dearly missed

Regards,

Jim Ericksen



- CAPITAL IMPROVEMENT.

PROJECTS &
OPERATIONS ENHANCEMENT

- Right after the first of the year in 2008 DSM officials announced
the implementtion of 3 new §1.1 million paging system. The new syseem makes the Airpart
ADA (Americans with Disabilities Act) compliant. Audio announcements can be autamatically
pragrammed and the associated text appears simultaneously on the Right Information Data Screens
(FIDS). The system is programmed to monitor different sections of the airport for ambient noise
and automatically adjust volume levels for the area.

— By the end of the calendar year 2007, the paving of the South Service and
Access Road was complete. The road is well-tit and will provide easier accessibility coming from
and to the south portion of the airport. This is a key 2rea o future development along Army Post
Road and is the designated area for 2 future UPS Facility.

— By the end of the calendar year 2007, the completion of a much
needed storage facility and a fuel island canopy for Airport Feld vehicles was finished. The building
is 46,400 sq. fc. and houses most of the snow removal equipment and vehides.

. : ¢ ~ The final piece in moving the
Operations Center from the 2* floor of the Terminal to the basement and a state-of-the-art
operation was completed in June 2008. The security nerve cell locks like the helm of a starship
and is fully operational now. The remodel also updated many tenant offices. provided a centrally
located Scan Room for the Information Technology Deparument, and an expanded warehouse for
the Paradies Gift Shops.

¥ : - Since 1958 Elliott Aviation has
been 3 part of the DSM operation as a Fixed Based Operator (FBO). On May 15, 2008, they had
an open house for their new 62,476 sq. fe. building which includes three 16.000 sq. fc. hangars. The
building is evidence of the commitment that Elliott and DSM are making to have a premier general
aviation facility here at DSM. The Northeast service road will provide a vital link and connect the
FBO to the infrastrucure of roads intertwining the Airport operation.
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Wt - ty —On August 7, 2007, Mesaba Airlines (a subsidiary of Northwest
Airfines) ofﬁcnals announced plans to build an $11.8 million, 75,000 sq. fc maintenance facility for
the carrier’s fleet of 50-seat CRJ200 Regional Jets (Rf's), as well as the 76-seac aircraft here at
DSM. On hand were Airport and Mesaba officials, Congressman Leonard Boswell. members of
the Des Maines City Council including Mayor Frank Cownie, and many other prominent Des
Moines business officials. The building will be located idjacent wo the South Cargo apron. and upon
completion will house four aircraft bays. It will provide employment for 30 employees, mosdy
nicians and managers.

On June 25,a major windstorm knocked down the original steel frame of the soructure praducing a
minor sethack in construction. Fortunately, all the original footings were intact, and the contractor
was able to order new steel quickly to keep the project within a couple of weeks of the original
campledion date of late this fall or early winter 2008.
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Central lowa’s Greatest Asset - A study commissioned by the lowa DOT Office of Aviation
revealed that DSM International Airport produces $522 million worth of economic impact per
year. Alrport activities support more than 5,000 jobs which produce an annual payroll of over $200
milfion. The health and vitalicy of the local commercial airport is always in the top three decision
: ( St Wi - = making criteria for organizations looking to expand or relocate business and
) / 1:1{ LIS : commerce.
SCCepratecimg i
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' 2008 Spring Flood Affects City Operation - City officials,
in the wake of a major flood impacting the City of Des Moines,
decided o displace city employees to satellite locations due to
the threat of Cicy Hall flooding. City Departments of Engineering,
Finance, and Human Resources took up residence in the Airport's
Cloud Room for a few weeks. Other City staff were moved to the
new Public Library and DM East High School.

New Chair Massage Opens on Concourse — In November
of 2007, a new massage amenity, ‘"Touch and Go,” opened for
travelers to relieve raveling stress and help make the dme waiting
for flights “fly” by. Originally, Two Rivers Massage out of the Quad-
Cities managed the DSM operation, adding to their list of three
branches at Midwestern airports. Now the operaton has been
turned over to a local massage therapy company, MVK Massage.
operating daily in accordance with flight departure schedules

75t Annlversary Parking Giveaway - In celebraton of Des

Moines Airport’s 75* Anniversary in 2007, DSM officials decided
to award free parking to a customer every day, s@rting on june |,
through the end of the calendar year 2007. A total of 214 winners
were selected randomly at a different time every day. Winning
amounts ranged from $1 to $117 and came to a total of $4,358. In
the accompanying picture, are the first winner, Dan Beran of Des
Moines, and the last winner, Christine Keegan of Bicomfield, lowa.




New Non-stap Air Service to
LAX and CLE - With two new
daily non-stop desunations added
to the DSM line-up the total is up to an all-dme high
of |9 non-stop destinations. United Airfines announced service from DSM
to Los Angeles Internacional Airport (LAX) starting February 13, 2008. This was heraldad as an
opportunity for Central lowans to have non-stop service to each of its top ten popular travel
destinations.

In june of 2008, Continental Airlines started daily non-stop service to Cleveland, Ohio (CLE). Not
anly was this another new destination, but it would be a wonderful alternatve for connections to
the East and Scuth. In the attached picture, a collage of photographs shows four of Continenaal
Airline associates, the R} ©0 be used for the flights and in the far right corner a picture of joe and
Christine Blake, parents of Casey Blake of Indianola. lowa, cutting the ribbon during the
ceremany. The Blakes were given tickets to go watch their son, :
who played third base far the Cleveland Indians. g ¥

Interspace Advertising provides new look at DSM

- A fresh look in advertsing displays is being exhibited
around the DSM Terminal with the welcome of a new
vendor for airport advertsing, Interspace of Pitsburgh,
PA. Some of the new treatments in the areas throughout
the Airport include: an Accu-weather station area that has
weatner reports from the National Weather Service and
2 CNN 24-hour news feed; rotating displays thac channel
through numerous screens at one venue; and Ffull-wall
advertising murals.

DSM Hosts Tenant Job Fair - To assist Airport tenant operations in obeaining new full and
part-time employees, the management of DSM sponsored the First Annual Airport Job Rir on
November 8, 2007, in the airport’s Cloud Roem. Over 100 people participated in interviews or
filled out applications with these Airport-based employers: United Parcel Service, Transportation
Security Administration, Republic Parking, Airpcrt Terminal Services, quite a few of the airines,
Signature Flight Support, The Paradies Gift Shops. and Creative Host Services.
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Cargo Activity
FYE June 30, 2008
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REPORT ON FINANCIAL CONDITION

The fiscal year ending June 30, 2008, was a roller-coaster year financially. Highs during the year
indluded record-level passenger. rental car. and concession revenues surrounding the lowa Caucuses
in January 2008, significant increases in major non-airline revenue such as terminal advertising and
parking, and key financial measures and ratios which are stronger than ever.

Low points during the past fiscal year included the rippling effect of rising oil prices on the airline
industry, several dramatic unplanned increases in weather-related expenses such as runway de-
icing chemicals, which resulted from a particularly difficult winter season, and a rash of airline
bankrupccies (although none directly affected DSM service).

The state of the airfine industry was summarized by financial firm |.P. Morgan on April 15, 2008,
as follows: “Should current fuel prices persist, the impact on industry profitability is expected to
rival —if not exceed —that of the 9/1 | terrorist attacks.... While it may sound callous to frame fuel’s
rapid ascent against the far greater tragedy of 9/1 |, the math is indisputable —at current fuel prices,
a similar attack on the industry’s profitability appears underway...”

This led to a series of bankruptcies during the Spring of 2008. Fortunately oll prices retreated
from previous highs, but significant damage was done to the overall industry as 65 alrports across
the country lost at least one airline during 2008, according to the Air Transport Association. Des
Maines has thus far bucked this trend and has escaped significant cuts in service, which may be both
a testament to a stable local economy and to the loyalty of Central lowa customers.

Despite the difficult economic times, the overall health of the Airport Enterprise Fund remained
serong. Liquidity levels continued to rise, cash positions have improved from a negative cash balance
at the end of FY2003 to now having nearly 250 days of operating expenses in reserve cash. During
FY2008, DSM management achigved an internal goal of retaining over $12 million in unrestricted
cash funds.

While unaudited operations and financial data for Fiscal Year 2008 are not available at the time of
this report’s printing, preliminary internal reporting demonstrates robust gains made in all major
categories of “non-wviation” revenues:

3 o) 2008 2007 _
Vehicle Parking . S 915,431 $7.155,957 \'-‘. +10.6%
Car Rental C ()l‘leﬁSLQQ i £ 2,239,676 -z 2,079 829 TR+ 6%

Rutaumnt (*nncessum 504.674 = Lot 646 { + 9.3%
316,941 295,532 + T2%
18864400 , 17600008 + 72%

Parking revenue has trended up each year from 2003 levels; notable as the growth has come
fargely through increased activity; longsterm public parking rates have remained unchanged since
Navember 2003,

The Airport’s complete set of audited financial statements will be made available to the City Council
upon audit completion, and will also be available for viewing at www.dsmairport.com.



Challenges for an aviation director come in all shapes and
sizes. At one point during the past year, flooding forced
some city employees to take up temporary residence
at the Airport. We were proud to host members
from Human Resources, Finance and Engineering
Considerable resources were exhausted during the
movirig in and out processes and | am proud of the way

everyone pulled cogether to make it successful.

Another area of pride: for the fourth year in a row. DSM International Airport received
a "no discrepancies found” rating for our annual FAA Safety Inspection. That is a huge
accomplishment for our entire airfield saff.

Longtime Aviation Director Administrative Assistant, and Airport Board Clerk, Vickd
Dickinson retired after 29 years service to the city, 26 with the Airport Vicki served the
airport with passion and an eye for detail few others have,

Sadly, we lost a couple of good men chis past year. John Fitzgibbon, Chairman of the
Board for 25 years. passed away in March. John was a true visionary and a mentor to me.
We also lost Tore Nelson. Tore was our Airport Properties Administracor. Tore was 2
great employee and always a pleasure to be around. His passing was unexpected. Both will
certainfy be missed by many.

Sincerely,

Lol

Craig S. Smith, A AE.
Aviation Director
" Tore Nelson



Ciny of Des Moines Aviaton Department
Des Moines Internanonal Airport
Adminisirative Office, Suite 201

5800 Fleur Drive

Des Moines, 1A 50321 2834

Phone: 515-256-5100

Fax: 515-256-5025

airnfA.dsmairport.com
waw.dimairport.com
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