County of San Diego

MCCLELLAN-PALOMAR AIRPORT
LEASE WITH AMERICAN AIRLINES

Palomar Airport Advisory Committee
September 19, 2024
Agenda ltem #4


Presenter Notes
Presentation Notes
Good evening, members of the committee.  

Tonight I have some updates on the information we provided at the July 18th PAAC meeting. This is in relation to the new American Airlines service which is scheduled to return to McClellan-Palomar Airport in February 2025.



Our ask of you this evening is to approve a recommendation to the Board of Supervisors to authorize the Director of Airports to negotiate and execute a lease with American Airlines. 

 


COUNTY AIRPORTS

e Infrastructure for General and Commercial Service
- runways, taxiways, ramps, terminal

 Compliance with FAA Part 139

e Certification of aircraft and air traffic operations are handled
by the FAA


Presenter Notes
Presentation Notes
San Diego County Airports is responsible for the infrastructure of County airports. That includes the runways, ramps, taxiways, ramps terminal space. 

Also, functioning as a commercial service airport, Palomar must be compliant with FAA Part 139 standards, and is inspected annually to receive that certification. The inspections include items such as airfield pavements, marking, lighting, signage, training plans, wildlife control plans, emergency exercises just to name a few. The airport just completed it's annual inspection. 

As the County's only other commercial service airport besides San Diego International Airport, Palomar Airport is classified by the FAA National Plan of Integrated Airport Systems (NPIAS) as a public-use Primary Commercial Airport.

When it comes to aircraft operations and certification, that is the under the jurisdiction of the FAA. Our job is to create the safe and efficient facility to aircraft to use.


PALOMAR AIRPORT ADVISORY COMMITTEE

* Advise the Board of Supervisors regarding
1. Voluntary Noise Control
2. Land Use within the Airport Influence Area
3. Future development and operations of the Airport
4. Open forum for Communities on matters about the Airport
5. Any other items assigned by the Board of Supervisors

* Not a decision-making Committee


Presenter Notes
Presentation Notes
I'd like to review the key roles of the PAAC, which is to act as an advisory body to the Board of Supervisors in the following areas:

Voluntary Noise Control 
Land Use within the Airport Influence Area
Future development and operations of the Airport
Open forum for Communities on matters about the Airport
Any other items assigned by the Board of Supervisors


As the PAAC is advisory in nature, the Board seeks your feedback on the recommended action, although it is not required to move an item forward for Board consideration. The Board may proceed in any manner it sees fit, regardless of the recommendation.



AMERICAN AIRLINES SPECIFICS

* Aircraft: Embraer 175 (76 seats)

* Noise Levels: Similar to existing aircraft using the airport

* Flight Schedule:

» 2 flights/day to Phoenix Sky Harbor
e 6:15am departure
 11:50am arrival
e 12:35pm departure
e 6:30pm arrival



Presenter Notes
Presentation Notes
I'd like to review the operational specifics of the new service. The aircraft American will use is the Embraer 175, which is configured with 76 seats. The noise level of the E175 is similar to the aircraft that currently use the airport. Their flight schedule will be a 6:15am departure, with a return flight arrival of 11:50am. They will depart once more at 12:35PM and have a return flight of 6:30pm. The aircraft is planned to remain at Palomar overnight for the next morning's departure.


LEASE AGREEMENT TERMS

* Two-year lease

Premises:
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Presenter Notes
Presentation Notes
It's important to point out that the lease agreement draft document is still under negotiations with American Airlines. American has a copy of the lease agreement for their comments and questions back to the County. While these negotiations are underway, we treat the document as a work in progress, and normally do not disclose the actual document until negotiations are complete, and the agreement is presented to the Board of Supervisors. 

I would like to highlight the terms of this lease with American Airlines, which is typical to other leases we’ve had with other airlines that have operated out of the airport. The elements of the lease are a Term (duration), Premises (spaces used), and Revenues (the fees and charges)

The FAA has expressed its support of American Airlines serving Palomar Airport.  If approved by the Board of Supervisors, American will begin a two-year lease term beginning on February 13, 2025.  

American proposes to operate a maximum of 2 flights per day to Phoenix AZ. American will accommodate commercial passengers using the existing passenger terminal, parking facilities, and aircraft ramp space.  They would occupy two ticket counters with positions one, two and three.  They will set up a kiosk in front of the ticket counters, and have exclusive use of approximately 479 SF of office space at the passenger terminal.  American will have use of the Boarding Counter in the terminal with positions one and two.  The aircraft American Airlines will use is an Embraer 175, which is a common regional jet used by airlines today. The E175 is similar in size to our largest business jets that currently use the airport. 

 




AMERICAN AIRLINES - ADDITIONAL INFO

e Rents and Fees Consideration

* The County will be proposing rent/fee reductions as a gesture of support for
new airline service.

* What are the rents and fees associated with an airline lease?
» Office and Ticket Counter
 Aircraft turn Fees
* Landing Fees
* Aircraft Overnight Parking (RON)
* Employee Car Parking
* Passenger Facility Charges
* Passenger Parking Fees

 What are the high-level figures?

* Year 1: $542,375 - $287,125 (fee/rent waiver) = $255,250
* Year 2: $542,375


Presenter Notes
Presentation Notes
As we work with American Airlines to start their new service at Palomar, we approach the situation with a mindful eye to the fact that we have a beautiful airport terminal that has been underutilized and that the community has been without this service since 2015. Starting a new route for an airlines, no matter how big or small, is a risky venture. That’s why it is industry standard, and supported by the FAA, that we consider fee and rent waivers to get the new operation off with a first year of demonstrated success, for the County and the airline. If this was not American Airlines, we would consider this approach for others as well.

I’d like to describe the rents and fees elements that go into an airlines lease. These are the office and ticket counter space, aircraft turn fees, which is a fee applied every time an airline deplanes passengers and takes off with new passengers, aircraft landing fees, which is determined by aircraft weight, aircraft remain overnight fees, which applies to aircraft that sit on the commercial ramp overnight, employee car parking, passenger facility charges, which are mandated by the FAA and are not eligible to a waiver, and passenger parking fees, paid by those parking to take a trip. 

I also wanted to give a high-level overview of what we have proposed, thus far, and will be a recommendation to the Board of Supervisors. The estimated revenue for year 1 is estimated to be approximately $542,375, which includes all the elements I mentioned earlier. Staff is proposing a rent and fee waiver that is approximately $287,125, which comes to an estimated revenue for the first year to $255,250. 

Our year two estimated revenue will be $542,375, which is the year one total minus the fee and rent waivers.

Moreover, the commencement of commercial service by American will help to qualify the County to receive up to $1,000,000 in annual contributions from the FAA for the airport. The airport currently receives $150,000 of entitlement funds from the FAA every year, as do the other County airports such as Gillespie Field and Ramona. However, for commercial service airports, the FAA considers what is called “enplanement” numbers for the calculation of entitlement funds. An enplanement is a person that boards an aircraft. Once Palomar hits 10,000 enplanements per year, we jump into the $1,000,000 category of entitlement funds. These funds can be used for capital projects at Palomar airport. 

I will add that all of these revenue numbers are both estimated, and subject to changes based on our continued negotiations with American Airlines, as well as a final decision by the Board of Supervisors. However, we wanted to allow you the visibility of the scope of the revenue picture so you can factor that into your recommendation as a whole.


AMERICAN AIRLINES - ADDITIONAL INFO

e Connectivity for Community
* Financial Impacts
e Sustainability


Presenter Notes
Presentation Notes
As a result of the new airlines service, American will offer connectivity to Phoenix, and in turn the rest of the country. This value added will benefit both the business community of the North County region, but also leisure travelers.

Also associated with new airlines service come the new jobs to both support the airlines directly, as well as those supporting industry partners which get people to and from the airports and offer services such as restaurants, tourist activities, hotel and other accommodations.

Sustainability is very important to both the County of San Diego and American Airlines. One example that will immediately impact the North County region is the reduction of vehicle miles traveled and traffic on our roads. Residents will be able to start their travel from their own region, and avoid trips to San Diego International, or John Wayne Airport in Orange County. American Airlines is also committed to sustainability efforts. American is working to help drive the operational, policy and technological changes needed to advance the transition to a sustainable and low-carbon aviation future.    


ADDITIONAL ACTIONS THE BOARD WILL CONSIDER

 Board Policy F-44
 History
* Relation to the Master Plan
 QOur Recommendation

e CEQA
 Acceptance of associated CEQA determination


Presenter Notes
Presentation Notes
American Airlines will be using the Embraer 175 with a maximum 76-seat capacity. Board Policy F-44 lists a maximum seat count on commercial aircraft of 70 seats. 

Board Policy F-44, originates from the 1980s and has been amended several times over decades to revise the number of seats and conform with the changes in the airport facilities and advances in aircraft technologies. This action was specifically called out in the Board approved Master Plan. 

Staff will make a recommendation to the Board of Supervisors to consider amending, waiving, or repealing Policy F-44. 

It is also common for airports to provide fee reductions for new airline services to incentivize and bolster the success of new airline services and we will likely include those in our lease agreement as we final our negotiations. 

Our Enviromental Services Unit team reviewed American's proposal, and pursuant to the CEQA guidelines Section 15162 and 15168, ESU has determined that the proposal is within the scope of the Program EIR that previously evaluated commercial airline activity. 




RECOMMENDED MOTION

“Approve the County entering into a lease with American Airlines and
authorize the Director of Airports to execute, upon receipt, three
copies of the lease”


Presenter Notes
Presentation Notes
Staff has prepared the following recommended motion for your consideration:
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Presenter Notes
Presentation Notes
This concludes staff’s presentation, and I am available to answer any questions.


Policy F-44

2.10.5 Poucy F-44 “DEVELOPMENT OF MCCLELLAN-PALOMAR AIRPORT"

County Policy F-44 “Development of CRQ" was adopted by the Board of Supervisors in 1987 to serve as

aland use plan supplement to optimize airport use while minimizing noise impacts to the surmounding
community. The policy currently provides general guidance regarding the following:

* The role of the Airport shall be to provide air transportation for the residents of North San
Diego County and to facilitate general aviation support activities while minimizing noise
impacts on surrounding areas and communities.

* Scheduled commuter airline operations are limited to aircraft meeting the approach speed
and wing span categories for the Airport in accordance with FAA regulations. Commuter
airline aircraft shall meet the FAA Stage |l noise criteria. The policy also limits aircraftto 70
seats or less. However, applications from airlines proposing to operate aircraft with more
than 70 seats can be submitted to the Airport. When necessary to comply with federal
requirements or if desired by the Board, the policy can be waived to allow for operations by
aircraft with over 70 seats.
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