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Why GAO Did This Study

Roughly 3,300 of the public-use
airports across the United States have
been determined by FAA to be

significant to national air transportation.

These airports form a national airport
system intended to provide convenient
access to air transportation and
support important national functions,
such as defense, emergency
readiness, and postal delivery. These
airports are eligible to receive federal
AIP grants to help fund their capital
development. Commercial service
airports—if they choose and subject to
federal approval—are also authorized
to collect local PFCs from passengers,
which are also used to fund capital
development projects.

GAO was asked to provide information
about airport infrastructure plans and
funding. This report discusses (1) how
much national system airports received
in funding for capital development
projects from 2009 through 2013 and
from which sources, (2) the estimated
costs of airports’ planned capital
development from 2015 through 2019,
(3) how past funding levels compare
with planned development costs, and
(4) how changes to AIP funding and
the maximum allowable PFC might
affect airport funding. GAO analyzed
funding data and conducted a survey
of state aviation officials, examined
reports on airports’ development plans,
assessed changes included in the
President’s fiscal year 2016 budget
proposal, and interviewed FAA
officials, industry representatives,
airport financial-consulting firms, and
bond-rating agencies.

GAO is not making any
recommendations in this report. FAA
reviewed a draft of this report and
provided technical comments.

View GAO-15-306. For more information,
contact Gerald L. Dillingham, Ph.D., at (202)
512-2834 or dillinghamg@gao.gov.

AIRPORT FINANCE

Information on Funding Sources and Planned Capital
Development

What GAO Found

From 2009 through 2013, national system airports had available an average of
$10 billion annually for capital development from the following funding sources:

e airport-generated net income ($3.8 billion),

o federal Airport Improvement Program (AIP) grants ($3.3 billion),

e local passenger facility charges (PFC) ($1.8 billion),

e airport sponsor or owner capital contributions ($644 million), and

o state grants ($477 million).
Larger airports (large and medium hubs) obtained more than half of their capital
development funding from airport-generated net income, while smaller airports
(small and non hubs and general aviation airports) relied on AIP grants for 69
percent of their funding.

Airports’ planned capital development costs for fiscal years 2015 through 2019
are estimated at $13 billion annually (in 2013 dollars). Larger airports account for
65 percent of the planned development. For AlP-eligible projects, the largest
shares of planned development costs are for projects to reconstruct facilities
($2.2 billion), meet the Federal Aviation Administration’s (FAA) airport design
standards ($2.1 billion), and enhance airfield capacity ($977 million).

Airports’ planned capital development exceeds past funding levels, but airports
have some options in how they choose to fund capital projects. GAO adjusted
past funding amounts to 2013 dollars to make them comparable with planned
development costs. This inflation-adjusted amount of funding—$10.3 billion per
year—would still fall short of the $13 billion in planned capital development costs
by $2.7 billion per year. Airports have several options for trying to align capital
funding and the costs of planned development, including prioritizing projects,
increasing airport-generated net income, and borrowing money to fund capital
projects. Borrowing is generally accomplished by issuing bonds; bonds entail
leveraging future funding to pay for projects. Two airport financial consulting firms
with whom GAO spoke noted that some airports are already highly leveraged.
Consistent with this, analysis of data from PFC applications for projects with start
dates from 2009 through 2013 indicates that airports plan to spend 74 percent of
their PFC revenues on debt service—38 percent on principal payments and 36
percent on interest payments. Nonetheless, three bond rating agencies that GAO
spoke with continued to give airports high or stable ratings and one stated that
access to capital markets for larger airports remains strong.

Federal funding for national system airports involves policy decisions, such as
choices about the overall amount of AIP grant funding to make available
annually, which airports should be included in the national system and thus be
eligible for AIP grants, the maximum allowable PFC, and how, if at all, AIP and
PFCs should be interrelated. The President’s fiscal year 2016 budget proposal
includes some possible changes to AIP and PFCs. The proposal seeks to lower
the overall amount of AIP funding to $2.9 billion, but simultaneously increase the
maximum allowable PFC. Specific provisions in the proposal would operate to
increase AIP funding for small airports and decrease AIP funding for larger
airports, presuming that larger airports would generally opt for higher PFCs and
that doing so would offset, or more than offset, their AIP decreases.
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