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January 20, 2025

Ms. Julieann Dwyer

Financial Analysis & PFC Branch Manager
Federal Aviation Administration

800 Independence Avenue, SW
Washington, DC 20591.

RE: Competition Plan Update — FFY 2025 for San Antonic International Airport

Dear Ms. Dwyer, |

The City of San Antonio (City) is pleased to submit for review and approval by the Federal Aviation
Administration (FAA) the attached Competition Plan Update for Federal Fiscal Year (FFY) 2025 for San
" Antonio International Airport (Airport). The Competition Plan Update submittal is in response to the City’s
new Airline Operating Agreement and Terminal Building Lease agreement {Agreement) which became
effective as of October 1, 2024. The Competition Plan was prepared in accordance with FAA Order
5100.38D, Change 1 Competition Plans (February 26, 2019) and is organized as follows:

Introduction
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Availahility of Airpbrt Gates and Related Facilities

Leasing and Subleasing Arrangements

Gate Use Requirements

Gate Assignment Policy

Financial Constraints

Airport Controls Over Airside and Groundside Capacity

Airport Intentions to Build or Acquire Gates that would be Used as Common Facilities
Method for Making Competition Plan Available to the Public

Appendix A - Signatory Airline Operating Agreement and Terminal Building Lease for San Antonio
International Airport :

Appendix B — Non-Signatory Airline Operating Agreement and Terminal Buil.ding tease for San
Antonio International Airport

Appendix C— Common Use Passenger Processing Systems and Gate Use Operating Procedures

The City’s new Airline Operating Agreement and Terminal Building Lease agreement became effective as
of October 1, 2025. In accordance with FAA policy, a Competition Plan Update is required for covered
airports within 60 days of a new lease and use agreement. The following is a summary of relevant changes
in the new Agreement from the last approved Competition Plan Update on January 21, 2021:
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A. Availability of Gates and Related Facilities

There will be a change during the term of the New Agreement regarding the total number gates at San
Antonio International Airport, once new Terminal C has been constructed. There will be a net increase of
12 common-use gates, increase in Preferential-Use Gates by two, and a net increase of 14 total gates for
the Airport.

The City has also identified the Chief Air Service Development Officer as the Competitive Liaison for the
Airport. '

B. Gate Use Requirements
Preferential-use and Use/Lose Guidelines

Preferential-use gates have been assigned to Signatory Airlines as of the beginning of the term of the new
Agreement, with expected assignments for preferential use gates post-Date of Beneficial Occupancy
{DBO) of new Terminal C set forth in Exhibit G.1-3. If a Signatory Airline falls beneath the Minimum Activity
Level Requirement during the term, the City has the ability (but not obligation} to recapture the
preferential-use gate (after a six-month cure period for the original Signatory Airline} and convert it to
common-use or assign it to another Signatory Airline on a preferential-use basis. As of October 1, 2024,
the Minimum Activity Level Requirement is: '

e Initial term of the Agreement {October 1, 2024 through September 30, 2034): five (5) fiights
per day or 700 seat departures per gate per day during a 12-month pericd.

s Six months after DBO of the new Terminal Building facilities constructed as part of TDP five
and one-half {5.5) flights per day or 750 seat departures per gate per day during a 12-month
period. ‘

The City may also adjust the Minimum Activity Level Requirement to reflect then-current operations, gate
utilization, and avallablllty of gates at the Airport during the term after consultation with the Signatory
Airlines.

C. Signatory and Non—Signatog{_ Air Carriers

e Signatory Airlines are obligated to pay the City in the amount of at least $750,000 per year;
following DBO. of the expanded Terminal Building faCIIItIES, the amount increases of at least
$1,500,000 per year:

. Cargo carriers have the option of Signatory or Non-Signatory Air Carrler status.

« Non-Signatory Airlines pay the Non-Signatory Air Carrier rates, fees, and charges presented in
the Rates and Fee Schedule, which will include a 15 percent premium over the rentals, fees,
and charges charged to Signatory Air Carriers. ‘

» Non-Signatory Airlines must sign an operating permit that provides terms and conditions for
the use.of the Airport (e.g., insurance) on a month-to-month basis.

e Only Signatbry Airlines benefit from the competitive credit in the new Agreement. -

.+ Only Signatory Airlines may be assigned gates on a preferential-use basis.
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D. Finan;:ial Constraints

The City has established a Capital Improvement Fund (CIF) for all Airport capital improvement
projects. Funds in the CIF may be used for any legally permissible purpose, including, without
limitation, to pay the costs of constructing, equipping, or otherwise acquiring any enlargements,
extensions of, or any other improvements to the Airport System, or to provide for the early retirement
of Bonds.

Deposits to the CIF each year equate to the Net Revenues less the Competitive Credit. Net Revenues
equals Revenues less the sum of the required deposit to the City’s Bond Fund, the required deposit
to the Debt Service Coverage, and any required deposits to the Maintenance and Operating Reserve.
The Competitive Credit consists of Tier 1 and Tier 2:

e Tier 1 Competitive Credit is $2.00 prior to DBO of the expanded Terminal Building facilities
and $1.25 per enplaned passenger post DBO.

® The Tier 2 Competitive Credit is in addition to the Tier 2 Competitive Credit but only applies
following DBO of the expanded Terminal Building facilities. In the first year following DBO,
this credit is calculated as Total Airpert Revenues minus $25 million, with this threshold
escalating by 2 percent. annually thereafter. The credit is further adjusted by deducting debt
service, interim financing, operations and maintenance (O&M), debt service coverage, and
amortization (excluding amortization costs related to the new terminal fuel hydrant “stub
out”), along with the Tier 1 Competitive Credit. Of the total funds available for Tier 2
Competitive Credit after this calculation, 15 percent is allocated to the Airport share and 85
percent to the Airline share. 25 percent of the Airline share is provided to the Signatory air
carriers based on their respective Landed Weight and the other 75 percent is enplanement-
based. Projects funded with CIF funds will be amortized over their useful life using a calculated
amertization schedule. This schedule will be based on the applicable amortization discount
rate for the term of the Agreement, including any extensions. Only capital projects with a
value of $450,000 or higher will be subject to amortization.

Only Signatory Airlines receive the benefits of the Competitive Credit, and Signatory Airlines have
committed to provide extracrdinary coverage for the Airport’s debt service.

E. Airport Controls Over Airside and Groundside Capacity

Majority in Interest of Airlines (MIl) — Terminal and Airfield Cost Centers

By execution of the new Agreement, the Signatory Airlines are pre-approving key capital projects,
including TDP and renovations to existing Terminals A and B. Further, the new Agreement contains
robust Majority-in-Interest {MIf) provisions that allow the City toc implement additional needed
projects with airline participation or through proscribed exemptions to Ml review.

Importantly, only projects proposed by the City that will impact the airline rate base are subject to
MIl review. Further, the Signatory Airlines have pre-approved $1,267,100,000 in Net Project Costs
{i.e., costs impacting the airline rate base) for TDP, which can be increased by MIl review if the City
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anticipates it will exceed 105 percent of its total TDP pre-approved amount. The MIl voting is a
“negative MII” which means that airlines must affirmatively object within a prescribed time period to
a City proposal or the proposal will be deemed approved and the City can proceed and put the costs
of the proposed project into the airline rate base.

Ml Vote Threshold {i.e., MIl Formula)
'An MII for the Terminal Building Cost Center must be comprised of the following:

e 50 percent or more in number of the Signatory Airlines who together had greater than 60
percent of total Airport Terminal Spend, including those carried by the Signatory Airlines’
Affiliates, during the immediately preceding fiscal year.

An Ml for the Airfield Cost Center must be comprised of the following:

e 50 percent or more in number of the Signatory Airlines who together had greater than 60
percent of the total Airport landed weight, including the landed weight of the Signatory
Airlines’ Affiliates, during the immediately preceding fiscal year.

Additionally, through the end of Fiscal Year 2031, projects in airline-supported cost centers that
have Net Project Costs of $10 million or less are not subject to MIl review. Beginning in Fiscal Year
2032 and for the remainder of the Term, this threshold number increases to exempt projects with
Net Project Costs of $20 million or less. -

Mil Deferrals

Should a Ml not approve a Terminal Building Cost Center or Airfield Cost Center capital project, the
City may proceed with such project but may not put the costs into the airline rate base. Even after
an MII does not approve its proposal, the City may proceed with such a project and put the costs
into the airline rate base (1) after a 24-month deferral period for projects that do not exceed S50
million in Net Project Costs. Capital projects that exceed $50 million in Net Project Costs and are not
approved by an Ml are deferred for the remainder of the term of the new Agreement (unless the
City could fund it with PFC's or grants or other funding without impact to the airline rate base).

We look forward to your favorable review of the Competition Plan Update, FFY 2025 for the Airport. If
you have any questions or require additional information, please contact Mr. Michael Garnier, CM. Mr.
Garnier may be reached at +1 210-207-3557 or by e-mail at michael.garnier@sanantonio.gov.

Sincerely,

a2l

lesus H, Saenz, Ir, IAP
Director of Airports

Attachments



