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COUNTY OF MILWAUKEE

Interoffice Communication

DATE:

September 14, 2012
TO:

Marina Dimitrijevic, Chairwoman County Board of Supervisors



Michael Mayo, Sr., Chairman, Transportation, Public Works and Transit Committee
FROM:

Frank Busalacchi, Director, Department of Transportation
SUBJECT:

DELTA AIRLINES’ MOVE TO D CONCOURSE
POLICY

Approval to authorize a payment of $300,000 to Delta to help mitigate the costs and to incentivize the move of Delta Airlines from Concourse E to Concourse D.
BACKGROUND
With the de-hubbing of Frontier airlines, Frontier has reduced their operations from a peak of eighty-seven (87) to seven (7) flights per day.  As a result, most of their 21 gates are not being used.  The only other airline on Concourse D is Southwest.  Southwest has purchased AirTran and will be moving to AirTran’s gates on Concourse C in late 2012.  As required by the airport/airline lease agreement, Frontier is continuing to lease and pay for their gates and operations space.
Delta Airlines has advised us that they wish to relocate from Concourse E to Concourse D.  Delta wishes to move because of the newer and larger gates, larger capacity TSA checkpoint, the larger Club room, and the gate expansion potential.

Because Frontier and Delta are obliged to continue to lease their gates in accordance with the terms and conditions of the airport/airline lease agreement, Delta and Frontier will essentially be exchanging their gates and operations space to maintain their lease obligations.
The Airport will also benefit from this move, as Delta’s customers will be able to access more concession offerings than is available on Concourse E, and our customers will be using the larger, newer concourse.
Delta and Frontier have been negotiating this transaction for several months.  Delta has approached the Airport for financial participation on the move. Delta’s total cost of the move to D will exceed $600,000.  Airport Staff and Delta have come to an agreement that the Airport will incentivize this move with a $300,000 financial participation. 
The Airport’s and Delta’s customers will be served better by this move for various reasons, including:

· A greater variety of concessions:  Concourse D includes Host facilities of Usinger Deli, Johnny Rockets, and Legends Bar & Grill; SSP facilities include Nonna’s and Alterra Coffee.  The Airport’s share of increased revenue generated at these facilities is estimated to be $220,000 per year in the first year of operation.
· The larger TSA checkpoint – 6 lanes vs. 4 lanes.

· The larger airline club room.

· The newer concourse facility.

The changes to the airline leases can be handled administratively.  Staff will need to negotiate with Paradies and Host as to their investments on E Concourse and their minimum annual guarantees.  Any amendments to the concession leases will require County Executive and Board review and approval.
RECOMMENDATION

Airport Staff recommends approval of a payment of $300,000 to Delta Airlines for financial participation in the move of Delta Airlines from Concourse E to Concourse D.

FISCAL NOTE

Funding is available in the Airport Development Fund Account, an airport reserve fund for projects not charged back to the airlines.
Prepared by:  
Barry Bateman, Airport Director
Approved by:

_________________________________
____________________________________

Frank Busalacchi, Director


C. Barry Bateman

Department of Transportation 

Airport Director
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