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In 2006, Waukegan National Airport (UGN or Airport) began a planning initiative intended to formulate
and justify a major capital development program to replace the Airport’s primary Runway 5/23. Between
2006 and 2017, numerous planning tasks were undertaken and partially completed to advance the goal
of better serving UGN customers. A key finding of the initial planning was the concept of a replacement
of Runway 5/23 in a new location that would provide a new pavement surface and enhance both safety
and operational capabilities. CMT was retained by the Waukegan Port District (WPD) in 2018 to complete
the initial planning (Airport Layout Plan and Environmental Assessment) for the Replacement Runway
5/23 Program (Program) which is scheduled for completion in 2020. The intent of the Program is to address the following issues identified with existing Runway 5/23:
➢ The overall runway PCI value was rated between 24-32 on a scale of 100 in 2019. This represents
poor condition. A 2020 rehabilitation project has been completed to preserve the short-term
vitality of the pavement surface, but the underlying pavement layers have reached the end of
their useful life.

D
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➢ Runway 5/23 and its associated parallel taxiway (Taxiway A) are separated by only 320-feet, less
than the 400-foot minimum required by Federal Aviation Administration (FAA) design standards.
➢ The runway surface profile and cross-section are non-compliant with FAA design criteria for both
longitudinal and transverse slopes.
➢ Neither end of Runway 5/23 meets FAA criteria for Runway Safety Areas (RSA) or Runway Object
Free Areas (ROFA):
o

Illinois Route 131 (Green Bay Road) penetrates the standard 500-foot by 1,000-foot RSA
for the approach end of Runway 5.

o

Illinois Route 131 (Green Bay Road) penetrates the standard 800-foot by 1,000-foot ROFA
for the approach end of Runway 5.

o

Wadsworth Road penetrates the standard 500-foot by 1,000-foot RSA for the approach
end of Runway 23.

o

Wadsworth Road penetrates the standard 800-foot by 1,000-foot ROFA for the approach
end of Runway 23.

➢ As the primary runway, Runway 5/23’s existing 6,000-foot length is neither adequate for all users
based on airport user input nor compliant with published FAA runway length standards.
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➢ The existing Runway 5/23 pavement structure is not adequate to accommodate both the frequency and size of aircraft that utilize the Airport.
➢ Having been constructed over 30 years ago and having been through multiple maintenance cycles, Runway 5/23 has reached the end of its useful life.
In summary, the purpose of the proposed project is centered on providing a primary runway that enhances
safety, meets FAA design standards for a corporate aircraft, and accommodates demand for the next 20+
years without reconstruction.

This Financial Plan supplements the Program Summary Document dated March 2019 that defined the
overall Replacement Runway 5/23 Program. It is intended to identify and summarize potential federal,
state and local funding streams that could contribute funding to the Program and to recommend a preliminary funding strategy. This report discusses the following topics: Program Element Descriptions, Summary of Overall Estimated Costs, Funding Source Descriptions, Overall Funding Source Summary, Recommended Funding Strategy and Next Steps.
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An airport sponsor’s ability to fund recommended projects is a major consideration when formulating a
major capital program, including an assessment of eligibility for funding assistance from outside sources.
It should be noted that uncertainty is inherent when forecasting costs and potential funding streams and
that none of the funding sources or scenarios discussed below is guaranteed. It is understood that some
assumptions regarding future events may not occur as projected. The ultimate development of this Program is dependent upon the occurrence and potential variability of future events. UGN will need to continually assess the progress of the program on an ongoing basis and make adjustments as warranted.
Outside of a potential FAA Letter of Intent (LOI), which commits to certain funding levels over a set time
period and is discussed later in this report, all funding will be on a year-to-year, pay-as-you-go basis.

The major work elements of the Program are identified and briefly described below. They can also be seen
on the Sponsor’s Proposed Action Exhibit in Appendix A. For additional detail, please refer to the Program
Summary Document dated March 2019.
➢ Completion of Initial Planning – Environmental Assessment, Master Plan Update Completion, and
Airport Layout Plan Update Completion.
➢ Land Acquisition for:
o Runway 5 (Fee Simple)
o Runway 5 (Avigation Easement)
o Runway 23 (Fee Simple)
o Runway 23 (Avigation Easement)
➢ Supplemental Planning – Supplemental planning efforts for the preferred funding strategy, Master Drainage Study, Airport Geographic Information System (AGIS), and Instrument Approach Procedure (IAP) Development.

June 2020

Page 4

Waukegan National Airport

Replacement Runway 5/23 Program Financial Plan

AF
T

➢ Roadway Tunnel Construction - Completion of excavation, tunnel construction, select fill placement within the footprint of proposed Runway 5/23, incorporation of tunnel fire suppression, and
tunnel lighting for the tunnel conveying the Replacement Runway over Illinois Route 131.
➢ Illinois Route 131 Relocation - Construction of the relocated and lowered roadway profile (as a 5lane section) and subsequent switchover and removal of existing Illinois Route 131.
➢ Construct Replacement Runway 5/23 - Placement and compaction of remaining fill material, construction of full depth pavement structure, associated drainage and stormwater management,
installation of High Intensity Runway Lights (HIRL) and associated electrical vault modifications,
pavement marking, and runway closure markers until dedication and opening.
➢ Construct Parallel Taxiway Bridge - Construction of the parallel taxiway bridge that will convey the
parallel taxiway extension over Illinois Route 131.
➢ Install Replacement Runway 5/23 NAVAIDS and Conversion of Existing Runway 5/23 to a Taxiway
- Install new Navigational Aids on Replacement Runway 5/23, including a MALSR. Decommission
and convert existing Runway 5/23 to a taxiway through pavement removal, pavement rehabilitation/reconstruction, install Medium Intensity Taxiway Lights (MITL), modify edge drainage, and
remark pavement.
➢ Construct New Parallel Taxiway A & Complete Air Operations (AOA) Fencing - Construct new parallel taxiway extension to the new Runway 5 Threshold through excavation of existing material,
construction of full-depth pavement structure, associated drainage and electrical costs, installation of MITLs, and marking/signage. Complete AOA Fencing.

D
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The Program Summary Document dated March 2019 presented the estimated cost for the overall Replacement Runway 5/23 program to be $138,700,000. Refinements made to the overall program and associated cost since the issuance of the Program Summary Document have seen the cost rise slightly to
$142,700,000. Please note that this cost estimate is based on 2019 dollars. It is recommended that this
total cost estimate be updated when overall Program schedule is known and that a target budget be established that accounts for inflation and overall economic conditions. A summary of the program elements previously discussed, and the associated estimated costs is shown below:
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Funding
Year(s)

Program Phase

TBD

Completion of Initial Planning

Detailed Work Item Description
Environmental Assessment, Master Plan Update
Completion, and ALP Update Completion
Land Acqusition for:
- Runway 5 (Fee Simple)
- Runway 5 (Avigation Easement)
- Runway 23 (Fee Simple)
- Runway 23 (Avigation Easement)

Estimated Cost
$700,000

Land Acquisition

TBD

Suuplemental Planning

Supplemental planning efforts for the preferred
funding strategy, AGIS, Master Drainage Study and
Instrument Approach Procedure (IAP) Development

$2,000,000

TBD

Roadway Tunnel Construction

Completion of excavation, tunnel construction,
select fill placement within the footprint of
proposed Runway 5/23, incorporation of tunnel
fire suppression, and tunnel lighting for the tunnel
conveying the Replacement Runway over Illinois
Route 131

$40,000,000

TBD

Illinois Route 131 Relocation

Construction of the relocated piece of roadway (as
a 5-lane section) and subsequent switchover and
removal of existing Illinois Route 131

$6,400,000

TBD
TBD

TBD

TBD

Placement and compaction of remaining fill
material, construction of full depth pavement
structure, associated drainage and stormwater
management, installation of High Intensity
Construct Relocated Runway 5/23
Runway Lights (HIRL) and associated electrical
vault modifications, pavement marking, and
runway closure markers until dedication and
opening
Construction of the parallel taxiway bridge that
Construct Parallel Taxiway Bridge will convey the parallel taxiway extension over
Illinois Route 131
Install new Navigational Aids on new Runway
Install New Runway 5/23 NAVAIDS
5/23
Decommission and convert existing Runway 5/23
to a taxiway through pavement removal, pavement
Conversion of Existing Runway 5/23
rehabilitation/reconstruction, install Medium
to a Taxiway
Intensity Taxiway Lights (MITL), modify edge
drainage, and remark
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TBD

Construct new parallel taxiway extension to new
Runway 5 Threshold through excavation of
Construct New Parallel Taxiway A & existing material, construction of full-depth
Complete AOA Fencing
pavement structure, associated drainage and
electrical costs, installation of MITLs, and
marking/signage. Complete AOA Fencing.

TOTAL PROGRAM COST
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$28,000,000

$41,900,000

$8,900,000
$5,700,000

$4,000,000

$5,100,000

$142,700,000
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To date, there have been two significant commitments of funding for the Program. The first came in Fall
2019, when the Illinois Department of Transportation released its FY 2020-2025 Proposed Highway Improvement Program. Included was approximately $80 M for the reconstruction and widening of Illinois
Route 131 from Sunset Avenue to Wadsworth Road in Beach Park. This is the stretch of Illinois Route 131
adjacent to UGN. Coordination with IDOT District 1 staff has indicated that the proposed project includes
the relocation and lowering of the roadway profile to facilitate the grade separation with the Replacement
Runway that will be constructed above. Right-of-Way surveys are ongoing with design engineering likely
beginning in late 2020. Construction is anticipated in 2023.
The second commitment of funding for the Program was announced in May 2020, when the State of Illinois Legislature passed a capital appropriation and spending authorization (House Bill 64), which included
a line item of a $25 M Department of Transportation to UGN for costs associated with capital improvements. The bill was signed into law by Governor Pritzker earlier in June 2020. It is our understanding that
this grant is intended to serve as funds for UGN to use as local share for the Program.
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The potential funding scenarios presented later in this report will include these two funding commitments
as known amounts. The funding scenarios will focus on the remaining total Program costs.
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The increased discussion of infrastructure funding makes now an opportune time to seek funds for major
capital projects. Many federal lawmakers have expressed support for infrastructure spending as a form of
economic stimulus in the wake of the COVID-19 pandemic, pushing for a bill as early as this summer. While
Senate leadership has so far tried to focus COVID-19 response on issues directly tied to the virus, prominent Senate Republicans are starting to call for the next relief bill to include infrastructure funding beyond
just stop-gap measures. Past stimulus programs have put a premium on projects that are shovel-ready
and would support job creation, which could make projects like the Program well-positioned.
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This latest push for federal infrastructure funding comes as a part of a several yearlong discussions of a
larger infrastructure package, in which Congress and the White House have both signaled an interest in
addressing America’s infrastructure needs. President Trump made a $1 trillion infrastructure package a
campaign pledge, while Congressional Democrats have discussed infrastructure as an issue on which they
could find common ground and work with the President. While other issues have taken priority and an
agreement on a large-scale infrastructure package has not been reached, Congress has made “down payments” by allocating extra grant funds for infrastructure projects, including airports. Between Fiscal Years
2018 and 2020, Congress appropriated $1.9 billion for additional discretionary grants from the FAA for
airport improvement projects. Even if a broader infrastructure deal does not come together before the
2020 election, it’s likely that these supplemental grants for airport projects will continue for the next several years as a way to show progress toward addressing infrastructure needs. Projects like the Program
may be even better positioned for these funds due to the Trump administration’s interest in using federal
funds to leverage support and investment from private sector partners.
A similar window of opportunity exists through the State of Illinois’ support. The $25 M included in the
state’s Fiscal Year 2021 capital program for UGN is a significant show of state interest, which should help
attract federal funds. The state will continue to fund infrastructure projects – including those at surrounding airports – through the $45 billion Rebuild Illinois program. Passed in the spring of 2019, Rebuild Illinois
is the largest capital program in the state’s history. It includes $144 million for the state to spend on priority airport projects and billions more in unearmarked grant funds for infrastructure more broadly. In
addition to bond revenue, the package is paid for through the doubling of the state’s motor fuel tax, increases in transportation-related user fees, and revenue from expansions in legalized gambling. Because
of the size of the bill, the politics around raising the gas tax, and the state’s uncertain revenue forecasts,
it’s unlikely that another major capital bill will come together for some time, meaning state grants and
matches for airport infrastructure may be more difficult to obtain in the future.
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AIP is a federal cost-sharing program that assists in the development of a nationwide system of public use
airports by providing funding for airport planning and development projects, including runways, taxiways,
aprons, land purchases, airport access roads, safety and security projects, and (if applicable) certain terminal development projects. Funds obligated for AIP are drawn from the Airport and Airway Trust fund,
which is supported by ticket taxes, fuel taxes, and other similar revenues sources.
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Because the nationwide demand for AIP funds exceeds the availability, FAA distributes AIP funds based
on current legislative policies, national priorities, and system wide objectives. Projects that rate a high
priority will receive higher consideration for funding over those projects with lower priority ratings. Each
fiscal year, the FAA allocates AIP funds appropriated by Congress into major entitlement categories such
as primary, non-primary and state apportionment funds based on set formulas. The FAA distributes the
remaining funds appropriated to a discretionary fund. Set-aside programs established through congressional action (Airport Noise and the Military Airport Program) receive first attention from this distribution.
The funds that remain after the set-aside programs are considered true discretionary funds that the FAA
distributes based on a national prioritization system.
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For UGN, traditional AIP funding is administered through both non-primary entitlement and discretionary
grant programs. Policies, procedures and guidance for the administration of AIP are defined in FAA Order
5100.38D, Airport Improvement Program Handbook, dated February 26, 2019. The non-primary entitlement program is apportioned by Congress to general aviation airports. The current funding level is
$150,000 per year at airports with less than 8,000 passenger enplanements.
Discretionary grants are distributed based upon a system of set-aside categories and national priority ratings and administered through FAA’s State Block Grant Program for Illinois. Typically, projects at airports
under the State Block Program umbrella must compete with other Illinois airports for these funds based
upon their national priority, a value based upon both the type of project and airport. It should be noted
that under certain circumstances, FAA has allocated discretionary funding to a specific airport within the
State Block Program.
AIP funding can only be used eligible development projects and associated professional services. AIP funding cannot be used for operating expenses or debt repayment. Further, construction project costs cannot
be reimbursed and as such, a grant must be secured prior to initiating construction activities. The federal
share of eligible projects seeking AIP entitlement and/or discretionary funding is currently 90% for general
aviation airports like UGN.
Historically, FAA issues discretionary grants towards the end of each fiscal year (July/August) prior to September 30th (last day of the fiscal year). However, there has been a recent trend by FAA to begin issuing
discretionary grants earlier in the fiscal year to promote construction activities within the same year. It is
important to note that FAA’s typical practice is to issue grants based on firm construction bids for projects
rather than estimates. Given the demand for discretionary grants, it is recommended that sponsors have
projects designed and ready for bidding in order to compete for funding.
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The Program has been reviewed for eligibility and it is anticipated that all the UGN program elements
identified would be eligible to receive federal AIP funds. As previously discussed, certain program elements may have higher national priority rankings and will compete more favorably for AIP funding than
will others.

An LOI is a formal agreement between the airport sponsor and the FAA that sets forth a specific funding
plan associated with public use airport infrastructure development that is required to enhance or preserve
capacity. The LOI initiative provides long-term funding commitment and stability for large infrastructure
initiatives at airports, however, entering into a LOI requires some commitments by the airport which
should be carefully assessed.

Unique LOI Funding Rules:
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The LOI establishes a schedule for future AIP funding, subject to annual appropriations and availability of
funds. An airport sponsor who has received an LOI may start the project without waiting for individual AIP
grants by front-funding the project with local funds and using LOI funds for partial reimbursement. For
many sponsors, bond proceeds are generated using local bonding capacity and revenues from the LOI
funding commitment. The LOI application process is rigorous and requires early coordination and a full
understanding of the submission and evaluation criteria by all parties involved. It is important to note that
FAA requires the sponsor to submit a BCA as part of the LOI request which presents the overall ratio of
benefits to development cost and is an integral component of the funding decision by FAA.
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➢ Use of Airport Entitlements: It is FAA policy for a sponsor to commit all AIP entitlements over the
life of the LOI to the project unless FAA approves otherwise.
➢ Insufficient Project Progress: In cases where significant final design, land acquisition, permitting
or other requirements must still be completed, the FAA has an option to establish a disbursement
schedule that defers the first year’s disbursement until certain milestones have been achieved.
➢ Interest Costs: Because interest from bonds or other forms of indebtedness is not an allowable
cost, interest costs may not be included in project costs and will not be covered as part of an
approved LOI.
Overlapping Sets of Capital Data in the LOI Review:
➢ Overall Capital Program. The sponsor must provide a complete financial picture of the airport in
its LOI request package. This includes both eligible and ineligible airport development needs. The
FAA will assess whether any of these needs may impact the sponsor’s ability to support the LOI,
including other higher priority projects that may require use of entitlement funds. However, the
FAA’s evaluation will focus primarily on the sponsor’s proposed action.
➢ LOI Proposed Action. The proposed action includes all work necessary to achieve the overall LOI
objective whether or not the work is AIP eligible. It is important to include all of this work to
capture the benefits and/or costs that will be calculated in the Benefit Cost Analysis (BCA). For
example, if the proposed action involves a runway extension, then the proposed action may
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include multiple related projects such as associated facility relocations. The full cost of the proposed action must be reflected in the BCA and the associated funding plan.
➢ LOI Projects. The LOI projects are the individual project elements that the FAA Airport District
Office (ADO) will place under grant if the LOI is approved. These projects must have clearly established AIP eligibility, and must be scheduled for implementation in advance of the requested LOI
disbursement schedule.
LOI Project Criteria: Airfield Capacity Enhancing Projects
➢ Airfield Capacity Enhancement. The proposed project must enhance airfield capacity by increasing
aircraft movements, increasing aircraft seating or cargo capacity including a different aircraft design group), or reducing airfield delays.
➢ Supporting Infrastructure. LOI projects must only include other AIP-eligible infrastructure that is
logically necessary to complete the LOI project.
Airfield Capacity Preservation Projects Eligible Rehabilitation or Reconstruction Projects
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➢ Rehabilitation or reconstruction projects must either enhance or preserve capacity. However, rehabilitation and reconstruction projects to preserve capacity have historically competed less favorably for LOIs than those that will enhance capacity.
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It is anticipated that all UGN program elements identified would be eligible to be included in an LOI request. As noted above, additional justification may be required (BCA) to support FAA’s issuance of an LOI.

FAA is responsible for the development and operation of the national air navigation and traffic control
system for civil and military aviation. In support of this responsibility, annual appropriations of funds are
made by the Federal government to the Airport and Airways Trust Fund, Facilities and Equipment (F&E)
budget. These appropriations are for the procurement, installation and operation of facilities and equipment needed to support the national air navigation and traffic control system. Funding is available through
the FAA-F&E for the procurement and installation of airport NAVAIDS. These include ground-based and
satellite-based Instrument Landing Systems (ILS), runway approach lighting systems and automated
weather monitoring systems. Eligibility for NAVAIDS funding is contained in FAA Order 2500.8B - Funding
Criteria for Operations, Facilities and Equipment (F&E), and Research, Engineering and Development (R,
E&D) Accounts, October 1, 2006.

F&E funding cannot be used for new NAVAIDs in conjunction with or resulting from an AIP project. Given
the fact that the existing runway facility, including existing NAVAIDs, need to remain operational during
construction of the Program, this funding plan assumes F&E resources are not available for consideration.

June 2020

Page 11

Waukegan National Airport

Replacement Runway 5/23 Program Financial Plan

On March 23, 2018, the President signed H.R. 1625, the Consolidated Appropriations Act, 2018. The legislation provided FAA AIP an additional $1 billion in discretionary grants. The Act also stipulated that priority consideration be given to projects at: (a) nonprimary airports that are classified as Regional, Local,
or Basic airports and not located within a Metropolitan or Micropolitan Statistical Area as defined by the
Office of Management and Budget; or (b) primary airports that are classified as Small or Non-Hub airports.
To date, FAA has issued four rounds of supplemental grants in FY 2018, 209 and 2020. To date, approximately $1.9 billion worth of grants have been issued nationwide. Additionally, approximately $322 M
worth of total grants have been issued within the FAA Great Lakes Region, with Illinois receiving six grants
for totaling approximately $37 M. UGN submitted applications in advance of the second round of supplemental funding in Fall 2018. The applications have been considered, but not selected, for the three most
recent rounds of funding.
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Going forward, in addition to the Consolidated Appropriations Act, the FAA Reauthorization Act of 2018
contained authority for an additional $1 billion in discretionary funding per year through 2023, subject to
annual appropriations. The FAA intends to manage these funds in accordance with the long-established
ACIP process, within existing statutory requirements.
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Given the overwhelming number of funding requests received for the first three rounds of supplemental
funding, the FAA has committed to work with airports to consider unfunded requests as part of the normal
ACIP process for FY 2020-2021. It is anticipated that these existing applications will be reconsidered for
future rounds of funding and additional projects can be submitted for consideration.

It is anticipated that all of the program elements would be eligible for supplemental AIP funding. For the
purposes of this report, however, it is assumed that only the airfield-specific items (Replacement Runway
5/23 and the parallel taxiway) would compete most favorably for supplemental funding. These items appear to be best aligned with previous supplemental grants issued by FAA in the initial two rounds of funding.

The primary State funding agency for Airports in Illinois is the Illinois Department of Transportation (IDOT),
Division of Aeronautics (IDA). IDA provides an additional funding source for all federally eligible aviation
developments and provides certain levels of funding for ineligible or low priority projects. In normal activities, IDA uses several funding options. Additional description of these options is as follows:
➢ State Matching on Federal Fund Sources (AIP entitlement and discretionary funds) – These funding options can be used to reduce the Airport Sponsor’s total financial participation. Normally
funding percentages (percentages can vary based on airport size) can be a 90% Federal Share, a
5% State Share and a 5% Local Share. These funding percentage options can vary depending on
the availability of State funds.
➢ State-Local Funding Using General Revenue/Motor Fuel Tax (MFT) Funds – In the past, State-Local
funds have come from the State’s General Revenue source of funding. However, several years
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ago, IDA stepped away from using General Revenue funds due to the State’s poor financial condition. The use of MFT funds has been a small source of State-Local project funding. For ineligible
or low priority projects which will not receive federal funding, IDA has historically funded Planning
and Environmental projects at 50%-50%, State-Local and Airport development options ranging
from 75% to 90%, depending on the type of airport requesting funding. The timing of past StateLocal funding programs has been somewhat inconsistent, and it is unclear when and/or if additional future programs can be anticipated.
➢ State-Local Funding Using Capital Bill Funding – The Capital Bill identified a $144M portion to be
administered by IDA and used on Airports throughout Illinois. Currently, IDA has developed policy
and procedures associated with distribution of these funds which is under internal review. Specific
criteria for these funds are unknown at this time but there appears to be consensus on distributing
the $144M over several years (3 to 5).

State Matching Federal Funds follow the same eligibility guidelines as standard AIP funding. Therefore, it
is anticipated that all the program elements would be eligible to receive State Matching Federal funds.
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State-Local Funding Using General Revenue or MFT Funds are generally intended for lower priority ranking
projects. Because of this, it is assumed that the planning elements of the Program and certain ancillary
airfield items would compete best for this funding.
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State Capital Bill Funds appear to be unrestricted for Airport use and it is anticipated that all the program
elements would be eligible to receive State Capital Bill Funds. Future guidance from the agency is necessary to provide a complete recommendation on the use of these funds.

UGN began coordination with IDOT-District 1 staff over ten years ago regarding the grade separation
structures for Replacement Runway 5/23 and the reconstruction/relocation of Illinois Route 131. This coordination resulted in a draft letter of intent dated January 18, 2013 between IDOT and the WPD. This
draft agreement set forth proposed cost sharing terms with the WPD for the Illinois Route 131 relocation
and widening, the grade separation structures and ancillary improvements. It is noted in the letter that
the agreement is subject to both parties having obtained the necessary funding to fulfill their respective
cost participation responsibilities and at the time the letter was written, the Illinois Route 131 project was
not included in IDOT’s current 5-year Transportation Improvement Plan. As previously discussed, the project is now programmed and is moving forward.
The proposed cost sharing agreement and future long-term responsibility assignment for administration,
control, reconstruction and maintenance described in the draft letter of intent is as follows:
➢ Overall costs – WPD will be responsible for approximately 50% of the total costs, plus a 15% engineering fee.
➢ Runway and taxiway structures – WPD accepts long-term responsibility for the bridge decks and
superstructures. IDOT accepts long-term responsibility for the substructures, retaining walls and
roadways.
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➢ Fire protection system – Costs to be equally split between WPD and IDOT. WPD accepts long-term
responsibility for the fire protection system.
➢ Roadway and underpass lighting – Costs to be equally split between WPD and IDOT with a 15%
engineering fee for WPD. IDOT accepts long-term responsibility for the lighting system.
➢ Pump station and drainage outfall - Costs to be equally split between WPD and IDOT with a 15%
engineering fee for WPD. IDOT accepts long-term responsibility for the pump station and outfall.
WPD accepts long-term responsibility for the stormwater detention associated with the pump
station and drainage outfall.
➢ Land acquisition/transfer of right-of-way – Land acquisition costs to be equally split between WPD
and IDOT. WPD agreed to transfer to IDOT any right-of-way under WPD ownership required to
construct the proposed improvements.
➢ Utility relocation – Costs to relocate utilities outside existing IDOT right-of-way required by the
grade separation will be equally split between WPD and IDOT. Costs to relocate utilities that conflict with the roadway improvements will be the responsibility of IDOT.
➢ Environmental mitigation – Costs to be equally split between WPD and IDOT for environmental
mitigation for the construction of the structures and associated roadway improvements.
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The draft letter of intent states that WPD will provide $31,826,250 of the required $55,350,000 to construct the structures and reconstruct the roadway. IDOT will provide the remaining $23,523,750.
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At the time that the original letter was drafted, it appears to have been assumed that the portion of Illinois
Route 131 that requires relocation and widening to accommodate the grade separation structures and
ancillary improvements like the pump station were included in this draft cost sharing agreement. Since
IDOT District 1 is now moving forward with a larger project that is self-funded, it is assumed that
$6,400,000 estimated cost of the roadway improvements in the UGN Program area will be deducted from
the IDOT share of $23,523,750, leaving IDOT’s assumed share at $17,123,750.
While the agreement was not signed, coordination with IDOT-District 1 staff has indicated that there is a
high level of interest for this project. On December 18, 2019, the WPD Board passed a resolution “approving preliminary cost sharing and continued cooperation with the Illinois Department of Transportation
regarding the proposed improvement of Illinois Route 131.” It is recommended that current coordination
efforts with IDOT continue and final execution be completed.

Per the draft letter of intent, funding from IDOT Highways is applicable only to the Roadway Tunnel, Illinois
Route 131 Relocation and the Parallel Taxiway Bridge.

The Economic Development Administration (EDA) of the U.S. Department of Commerce provides strategic
investments on a competitive merit basis to support economic development, foster job creation, and attract private investment in economically distressed areas of the United States. EDA grants and cooperative
agreements are designed to leverage existing regional assets and support the implementation of

June 2020

Page 14

Waukegan National Airport

Replacement Runway 5/23 Program Financial Plan

economic development strategies that advance new ideas to advance economic prosperity in distressed
communities.
There are two streams for EDA applications: Public Works and Economic Adjustment Assistance (EAA).
Public works grants provide investments to help distressed communities build, design, or engineer critical
infrastructure and facilities that will help implement regional development strategies and advance bottom-up economic development. Examples of investments include water and sewer system improvements,
industrial parks, logistics facilities, workforce training facilities, business incubators, and telecommunications infrastructure. EAA grants support a wide range of construction and non-construction activities (including infrastructure, design and engineering, technical assistance, economic recovery strategies, and
capitalization or re-capitalization of Revolving Loan Funds (RLF)) in regions experiencing severe economic
dislocations that may occur suddenly or over time.

D
R

AF
T

While the EDA has not traditionally funded runway improvements at airports, the Public Works program
does allow for complimentary enabling investments in things such as utilities if there is a clear job creation
and economic development outcome. The census tract where UGN is located meets the EDA’s Distress
Criteria (unemployment 4% higher than the national average) and the runway expansion project is listed
as a key project in the Lake County CEDS. The project would fit under the EDA’s critical infrastructure
investment priority. It is anticipated that EDA funding could apply to the Runway 5/23 Relocation, Roadway Tunnel, Illinois Route 131 Relocation and Parallel Taxiway Bridge.

The Better Utilizing Investments to Leverage Development, or BUILD Transportation Discretionary Grant
program, provides funding for DOT investments in road, rail, transit, and port projects that promise to
achieve national objectives. Previously known as Transportation Investment Generating Economic Recovery (TIGER), Congress has dedicated nearly $7.1 billion for ten rounds of National Infrastructure Investments to fund projects that have a significant local or regional impact. The FY 2020 BUILD program will
also give special consideration to projects which emphasize improved access to reliable, safe, and affordable transportation for communities in rural areas, such as projects that improve infrastructure condition,
address public health and safety, promote regional connectivity or facilitate economic growth or competitiveness.

BUILD grants have traditionally been reserved for highway, public transit, or intermodal projects. There is
a movement by the airport community to push to expand the eligibility of BUILD to include airport projects. The current administration has prioritized funding for BUILD/TIGER grant funding in rural communities with populations under 200,000. Should BUILD grants be applicable to this program, it is anticipated
that this funding source could apply to the Roadway Tunnel, Illinois Route 131 Relocation and Parallel
Taxiway Bridge.
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TIFIA’s goal is to leverage Federal funds by attracting substantial private and other non-Federal co-investment in critical improvements to the nation's surface transportation system. TIFIA was created because
state and local governments that sought to finance large-scale transportation projects with tolls and other
forms of user-backed revenue often had difficulty obtaining financing at reasonable rates due to the uncertainties associated with these revenue streams. Tolls and other project-based revenues are difficult to
predict, particularly for new facilities. Although tolls can become a predictable revenue source over the
long term, it is difficult to estimate how many road users will pay tolls, particularly during the initial "rampup" years after construction of a new facility. Similarly, innovative revenue sources, such as proceeds from
tax increment financing, are difficult to predict. TIFIA credit assistance is often available on more advantageous terms than in the financial market making it possible to obtain financing for needed projects when
it might not otherwise be possible.
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Given the scope of the project and TIFIA’s focus on highway and rail investments, it is likely an authorizing
statute change is necessary before the funding will become available for traditional airport infrastructure
projects. Should the TIFIA program be applicable to this program, it is anticipated that this funding source
could apply to the Roadway Tunnel, Illinois Route 131 Relocation and Parallel Taxiway Bridge. Additionally, a source of revenue, such as user fees, would be also be required.
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As discussed previously, an infrastructure program of this magnitude will require funding from a variety
of sources. Previous sections of this report have described potential federal, state and other non-traditional funding sources. This section of the report discusses potential local funding sources. In this case,
“local funding” is defined as monies generated by UGN or provided to UGN by various local/regional government and other entities (municipalities, Lake County, or Lake County Partners). It is assumed that all
local funding would be applicable to all Program elements, unless specifically noted.
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To assist with the local funding assessment, UGN has retained two consultants: Volaire Aviation Consulting
(Volaire) and SB Friedman Development Advisors (SBF). The Volaire report, titled “Airport Self-Funding
Analysis” dated January 2019 is included in Appendix B and is focused on airport revenue. The SBF report,
titled “Local Revenue Feasibility Assessment” dated March 2020 is included in Appendix C and is more
broad in scope, evaluating numerous local funding options, including airport revenue. The local funding
information presented herein is based heavily on the findings of these two reports.
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It should be noted that the local funding plan does not assess the implementation feasibility for all the
local funding sources discussed. This plan can be considered an assessment of what is possible and can
indicate the availability of funding. For the actual implementation, there are no easy solutions to generating the magnitude of funding required for such a large program. Political will, spending prioritization
and changes to local or state law may be required to fully realize the potential of the various funding
sources presented. Because of the challenges associated with each funding source, it is anticipated that
a combination of local solutions will be required to support the Program.
For the purpose of this report, local funding will be divided up between Airport Revenues, or revenues
generated by on-airport activities such as leases, fuel flowage fees and landing fees and all other local
revenue. The previously discussed $25 M grant provided to UGN by House Bill 64 is considered part of the
other local revenue. In order for non-Airport local revenues to provide up-front funds, a bond issuance
may be required with, per the SBF report, “a dedicated long-term revenue stream needed for debt repayment.”
For nearly a year, UGN has been actively engaged with Airport stakeholders and local community leaders
regarding the economic benefit that UGN provides to the region, the need for the Program and the overall
plan for federal, state and local funding of the proposed improvements. The Lake County Port Investment
Task Force (Task Force) was created in 2019. The creation and procession of the Task Force represents
significant steps forward in building the local support that will be required for a program of this magnitude. The Task Force has already held two public meetings in September 2019 and February 2020 to
discuss and develop a solution for the required WPD infrastructure investments. The various funding
sources and portions of the recommended funding plans were presented at the Task Force meeting in
February 2020.
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The following is an excerpt from the Task Force web site (http://waukeganport.com/lcpitf/): “The
Waukegan Port District (WPD) in collaboration with Lake County Partners (LCP) and the Lake County Municipal League (LCML) initiated a collaborative process to explore financing solutions and build consensus
around a plan to fund the required capital improvements to the Waukegan National Airport…The Lake
County Port Investment Task Force, a ten member-group made up of local leaders and stakeholders, is
exploring solutions that ensure the long-term success of the airport. The group convened in September
2019. They will meet over the following months and submit recommendations in early 2020.” Additional
information, including meeting materials and a list of Task Force Members, can be found on the website.

Volaire Analysis

AF
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Both the Volaire and SBF reports assess the ability for UGN to provide funding for the Program. Both
documents conclude that UGN’s current budget position does not allow for significant capital contribution
to the Program. Additionally, both documents estimate potential revenues generated from changes to
UGN’s rate and fee structure. The Volaire report estimates 11 years’ worth of total additional revenue
generated from various levels of assumed increases in rates and charges. A summary of the results is as
follows:

Annual Increase of Rates

(2020 dollars)

$3.95 M
$7.45 M
$9.47 M

D
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5%
10%
12%

Total Additional Revenue Generated

The SBF report estimates 30 years’ worth of total additional revenue by comparing UGN’s rates and fees
to those of nearby competitor airports and analyzes the impacts of raising rates to match the highest level
among competitor airports. Additionally, the SBF report evaluates the revenue generation potential of
imposing landing fees on corporate users. A summary of the results is as follows:
SBF Analysis
Total Additional Revenue
Generated (2020 dollars)
$1.3 M - $2.2 M
$0.3 M - $1.6 M
$0.2 M
$4.0 M - $12 M

Revenue Source
Lease Revenue
Fuel Flowage
T-Hangar Fee
Landing Fee

Analysis completed by Volaire and SB Friedman indicated that, while additional Airport Revenue could be
generated, an adjustment to UGN’s rate and fee structure could have a negative impact to overall traffic
at UGN given the competitive environment of northeastern Illinois and southeastern Wisconsin, especially
among price-sensitive users. Recognizing the need to balance competitive factors and overall funding requirements of the Program, additional collaboration with stakeholders is warranted to build consensus
on a final Airport Revenue strategy.

June 2020

Page 18

Waukegan National Airport

Replacement Runway 5/23 Program Financial Plan

The SBF report states “The State of Illinois allocates distributive shares of the State Motor Fuel Tax Fund
(SMFT) to municipalities and counties based on a per capita formula…MFT funds can be utilized for the
construction and maintenance of qualifying roadways.” The use of MFT funds as local funding for the
Program would require local municipalities to allocate a portion of their MFT funds to UGN, instead of
using them for their community’s existing transportation needs.
In order to increase the MFT revenue potential and to spread the burden of MFT budget reductions, The
SBF report assumed seven local municipalities and Lake County would participate at varying rates. The
seven municipalities are: Beach Park, Gurnee, Lake Forest, North Chicago, Park City, Wadsworth, and
Waukegan.
The SBF report estimates 20 years’ worth of revenue from MFT funds as follows:
Projected Revenue (2020 dollars)
$6 - $11 M
$3 - $6 M
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MFT Funds Source
Municipal
County

Because the Roadway Tunnel and Taxiway Bridge would be considered roadway improvements, it is assumed that these portions of the Program would be eligible for MFT funding.
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The SBF report defines a TIF district as “a value capture tool with a 23-year lifetime wherein the incremental property tax revenues generated within a
geographically defined district are available to fund
public and/or private improvements within the district.”

Currently, there are several relatively new TIF districts established in the City of Waukegan and Village of Beach Park, the two communities adjacent
to UGN. Because of the number of existing TIF districts and the proximity of two of them to the Airport, the creation of new TIFs would likely be limited to contiguous areas of the City of Waukegan
located south of UGN. These areas are depicted as
Zones 1-3 in the graphic from the SBF report to the
right. Assuming that a TIF district could meet eligibility criteria, the SBF report estimates 20 years’
worth of revenue from TIF funds as follows:
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Area
Zone 1
Zone 2
Zone 3

Projected Revenue (2020 dollars)
$9 M
$12 M
$7 M

The creation of these TIF districts would place a significant amount of City of Waukegan area within a TIF
district. This would limit the amount of property tax revenue generated by non-TIF areas and would limit
the available non-TIF property tax revenue available to the City. Additional coordination and collaboration
with the City of Waukegan would be required prior to finalizing a TIF district strategy.

Typically, governmental entities utilize surplus general fund revenues for discretionary purposes, such as
capital infrastructure projects. The SBF report evaluated the ability of three entities, the WPD, the City of
Waukegan and Lake County, to commit general fund revenue surpluses (one-time or long-term annual)
to support the Program.
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Based on a review of recent operating budgets, the SBF report states that it is unlikely that the Waukegan
Port District or the City of Waukegan has operating surpluses that would be sufficient for use as a reliable
revenue stream to support a bond issuance. Lake County, on the other hand, has run operating surpluses
in recent years that range from $7 M to $32 M. The commitment of general fund revenue surpluses would
require a political prioritization of the Program.

Similar to the assessment of General Fund Revenues, the SBF report examined the ability of the same
three entities, the Waukegan Port District, the City of Waukegan and Lake County, to increase the existing
property tax levy to support the Program.

There do not appear to be any limitations on how property tax revenue could be used to support the
Program.
Results
The SBF report concludes the following:
➢ The Waukegan Port District has the authority to levy a property tax that could generate approximately $700,000 annually, but its property tax authority has already been pledged as a backstop
for multiple debt issuances.
➢ The City of Waukegan can levy additional property tax as a home rule community
➢ Lake County is currently taxing at a rate well beneath the legal limit. The SBF report states that
“an approximate County property tax rate increase of 0.02% would likely be sufficient to satisfy
debt service obligations under the pessimistic local funding scenario.”
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While the analysis completed by SBF indicated that there is capacity within current legislative authority
for all three entities to levy or increase property taxes, current economic and political conditions limit this
revenue source as viable source for the Program. Significant coordination and collaboration with the City,
County and additional stakeholders would be required to assess further utilization of this revenue source.
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The last two potential funding sources assessed by the SBF report are Sales and Use Tax on Aircraft Sales
and Cannabis Tax. The report concludes that neither source is likely to represent a viable revenue stream
to support the Program.
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Below is an excerpt from the SBF report that summarizes the local funding sources. For additional background on the various funding sources
discussed previously, please refer to Appendix C, which contains the complete SBF report.
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The second part of the SBF report evaluates four potential bonding entities which could support the Program: the WPD, City of Waukegan, Lake County and Lake County Partners (a private non-profit economic
development corporation). In the evaluation of each entity, the report also further assesses both the
bonding authority and bonding capacity.
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The Waukegan Port District has the authority to issue bonds and levy a property tax within its boundary.
The Port District has previously issued bonds in 2015 and 2019 backed by operating revenues and property
tax collections. Historically, the Port District has never levied a tax, but coordination with Port District staff
has indicated that a tax levy may be required in the near-term future. Due to the two previous bond
issuances and the potential need for a future property tax levy, the SBF report concludes that “it appears
unlikely that the (Waukegan Port) District could issue bonds backed by property tax revenues” associated
with securing the local funding resources required to support the Program.
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The City of Waukegan also has the authority to issue bonds and levy a property tax. The City last issued
General Obligation Bonds in 2018. Because of its designation as a “home rule” municipality, it is not subject to municipal debt limits and could theoretically, issue bonds in support of the Program. The SBF report
assessed the current financial condition of the City of Waukegan and the impact that an additional bond
issuance supported by new tax revenues would have before concluding that “it is unlikely that the City of
Waukegan could issue General Obligation Bonds without increasing property taxes.” The report cites the
following specific factors in the conclusion:
➢ A new bond issuance may have lower ratings
➢ Repayment options may be limited due to recent operating deficits and a reduction in the City’s
competitiveness that would come with a tax hike
➢ A new bond issuance could become a policy issue for the City by prioritizing the Program above
other City obligations

Like the previous two entities, Lake County also has the authority to issue bonds and most recently issued
general obligation bonds in 2019. The 2019 bonds were issued a Aaa rating, the highest possible. The SBF
report assessed the impact a potential new issuance would have on the County and found that “it therefore seems likely the County could issue $64.5 million [the assumed local match] in bonds for the project
without significantly impacting bond ratings.” A bond issuance of this magnitude would result in annual
debt service payments of approximately $4.8 million.
The SBF report also examined two sources of revenue for Lake County to back the potential bond issuance:
operating surpluses and new tax revenue. These two sources were discussed in a previous section of this
report. The SBF report states, “it appears Lake County has capacity to issue General Obligation bonds to
support the project” and cites the following items as supporting reasons for the conclusion:
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➢ The County has capacity for a bond issuance that would cover the anticipated local share of the
program without lowering its bond rating
➢ New tax revenue or anticipated operating surpluses could be considered as revenue to back the
bond issuance
➢ A new bond issuance could become a policy issue for the County by prioritizing the Program above
other County obligations

The final entity evaluated by the SBF report is Lake County Partners, which is a private, non-profit economic development corporation that manages pooled volume cap (i.e. bonding capacity) for private activity bonds (PAB’s) allocated to communities in Lake County. PAB’s are tax-exempt bonds that provide
low cost financing for qualifying projects.
As of January 2020, up to $100 million in volume cap allocation appears to be available, though availability
changes annually. Airport improvements, including runways, are typically eligible uses for PAB’s and can
even be considered exempt facilities not subject to the volume cap.
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Based on the SBF analysis, Lake County Partners appears to have the capacity to issue up to $65M in bonds
based on the current annual assessment. The SBF report notes that “a dedicated private revenue stream
(e.g., user fees, lease revenues, or property tax increment from private development) would need to be
identified as a source of debt repayment,” before concluding, “it appears private activity bonds could
possibly be used with an appropriate revenue stream.”
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Below is an excerpt from the SBF report that summarizes the potential bonding options that have been previously discussed. The complete SBF
report is included in Appendix C.
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Below is an excerpt from the SBF report that combines the revenue and bonding source descriptions. The complete SBF report is included in
Appendix C.
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UGN is home to numerous corporate tenants that have a history of supporting capital improvements at
the airport. In the mid-1970’s, corporate donations helped fund the Airport Traffic Control Tower, an extension to existing Runway 5/23 and the installation of the Runway 23 ILS. Throughout the lifespan of the
Replacement Runway Program, discussions have taken place with key corporate tenants regarding financial support of the Program. Recently, during a public meeting of the Lake County Port Investment Task
Force, Task Force Members representing UGN’s corporate users indicated that they would be willing to
provide financial support for the Program. The exact amount and mechanism of the financial support (e.g.,
one-time donation, facility rent or fee increases, etc.) have not been agreed to at this time, however, it is
anticipated that corporate donations could make up a portion of the local funding required. Forthcoming
sections of this report will provide assumed levels of corporate support committed to the Program.
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Recognizing the various funding sources identified in the previous sections should be considered in the
context of an overall funding strategy, the following recommended plan has been established for further
evaluation with UGN and the WPD. It is important to note that while many combinations of funding
sources are possible, the recommended funding strategy identified was developed based on experience
with implementing large scale programs like the one being undertaken at UGN.
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With a proposed infrastructure program of this magnitude, a key consideration in the development of the
funding plan is uncertainty. Minimizing the degree of funding uncertainty enhances the development of
an actionable plan for program implementation, reducing risk for all parties involved. Therefore, to increase the chances of successful Program implementation, it is essential that significant multi-year funding commitments be secured from the various funding agencies.
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The airfield infrastructure requirements set forth in the Program are significant and will draw a high level
of scrutiny from the funding agencies participating in the project. Given the size of the funding participation UGN will be seeking, there are only two sources of non-local funding that have resources available
on the scale required: FAA AIP Funding (Traditional or LOI) and IDOT Highways Funding. The other nonlocal sources identified could be utilized for ancillary or supporting enabling projects or to provide matching funds, but they likely will not result in a material impact to the overall funding strategy. Both AIP and
IDOT funding are considered to be foundational elements in the overall program development strategy.
Without them, it is difficult to envision the program having the funding resources to implement the full
Program and key projects.
While an LOI application for FAA AIP funding would provide the greatest flexibility for UGN to implement
the Program, recent coordination with FAA has indicated that the Program may have difficulty gaining
approval through the rigorous LOI application and justification processes. As a result, FAA recommends
pursuing a year-to-year AIP funding strategy. In order to maintain the anticipated program schedule, the
year-to-year approach will likely require annual AIP funding commitments as high as $15 M spanning over
4-5 years. This proposed AIP funding strategy does create additional risk and uncertainty in positioning
critical path program elements to meet annual funds available each year. It is our understanding that
there will be significant additional coordination with FAA regarding the recommended strategy for securing AIP funding.
Additionally, as previously discussed, initial IDOT support for the project has already been secured. Like
FAA AIP funding, it is essential that IDOT support and commitment be continued to secure additional
pledged funding.
It is important to note that the program figures associated with a replacement runway will require a sizable local commitment to balance the distribution of funding sources and to potentially front fund the early
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stages of the program while awaiting reimbursement. It is anticipated that all local funding scenarios
could include Airport Revenues, corporate donations and additional funding provided by Lake County.

It is recommended that UGN coordinate a multi-year AIP funding strategy with FAA. Historically, these
multi-year AIP funding commitments have been made by FAA to achieve national policy goals. For example, in 2005, Congress mandated that all commercial service airports nationwide improve their RSA’s to
comply with FAA RSA standards by 2015. This mandate resulted in FAA providing AIP funding for numerous major multi-year airfield construction programs at airports throughout the country.
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As discussed earlier in the report, The Program is intended to develop a Replacement Runway that enhances safety, meets FAA design standards for a corporate aircraft, and accommodates demand for the
next 20+ years without reconstruction. A multi-year AIP funding program could be justified through enhanced safety and compliance with FAA design standards. This strategy is enhanced by eliminating the
challenges associated with reconstructing the existing runway in place to enhance safety and address
standards compliance. Reconstruction of the existing runway would require closure of the existing runway
for multiple construction seasons (April-November), drastically reducing runway utility for all Airport users, impacting reliever capacity within the Chicago area system. Additionally, it is important to note that
reconstructing the existing runway requires significant site work to establish grades per FAA design standards and would impact more than just the Runway 5/23 environment.
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To provide the confidence for UGN to move forward with the Program, this multi-year AIP funding program would require concurrence from FAA regarding the purpose and need of the Program and a commitment to provide funding. Because the origin of this potential funding stream would be traditional yearto-year AIP funding, there is less certainty in this scenario for UGN than in the LOI scenario. Year-to-year
funding, even with a defined strategy, may still be evaluated by FAA annually and could be impacted by
potential political issues with future AIP reauthorization.

While not the recommended FAA funding approach at this time, because of the importance of FAA AIP
funding to the success of the entire program, an assessment of the LOI process is included below in the
event of future changes to the FAA funding strategy. The LOI process is unique and requires several rigorous tasks to secure the long-term funding commitment. There are significant hurdles to navigate including the BCA and negotiating the final participation ratios.
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Letter of Intent (LOI) – High Level Assessment and Requirements
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Securing Development Funds (-)
▪ Need to secure upfront
funds to meet cash flow
requirements for construction (i.e. bonds or
other local funding
sources)
▪ Various factors associated with issuing bonds
(rating, bond capacity/availability, revenue
projections, etc.)
▪ Likely eliminates IDA
matching funds (5%)

FAA Application Process (-)
▪ Rigid sequence of steps
▪ Significant reviews at
various milestones
▪ Rigorous level of documentation
including
BCA
▪ Negotiation
process
(funding commitment,
schedule of disbursements, etc.)
▪ Minimal recent historic
success by Reliever Airports in securing this
funding
Program Enhancements (+)
▪ Packaging of construction phases to maximize
economies of scale
▪ Alignment of similar type
work by package

Development Schedule (+)
▪ Enhanced
schedule
flexibility to reduce
implementation timeline
▪ Reduces IDA involvement in justification of
program elements

Ancillary Benefits (+)
▪ User benefits from enhanced facilities implemented over a more
reasonable timeline
▪ Reduce risk for major
capital expenditure requirements for existing airfield infrastructure
▪ Reduce risk for operational restrictions being considered by FAA
as an interim condition
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Funding Stability (+)
▪ Commitment for multiyear funding
▪ Reimbursement of construction cost (risk reduction compared to
year-to-year)
▪ While subject to annual
apportionments,
LOI
commitments extend beyond any single Reauthorization Bill (mitigates
political changes)

As previously discussed, IDOT has provided initial support and funding for the program through the advancement of the Illinois Route 131 project and the commitment of $25 M Department of Transportation
funds to UGN. Past coordination between WPD and IDOT on the runway grade separation structures provides another opportunity for UGN to additional secure state funding for portions of the runway program.
Additional IDOT funding may be available through the Illinois Division of Aeronautics and through additional Capital Bill appropriations. It appears that additional portions of the Capital Bill funding may be
subject to Illinois State Lawmaker placenaming. It is recommended that UGN continue coordination with
IDOT to potentially secure further funding commitments.
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It is anticipated that the local funding required for the Program will come from a variety of sources. The
foundational pieces of local funding are considered to be Airport Revenues, corporate donations and financial support from Lake County. Based on the results of the SBF and Volaire reports, the WPD does not
have the resources required to make a significant financial impact on the Program. Nonetheless, the
commitment of existing and future (based on fee increases) available Airport revenues is an essential
starting point. After Airport revenues are included, Lake County, PAB’s through Lake County Partners and
donations from corporations based at UGN are the three sources of local funding that appear to have
resources available on the scale potentially required. Analysis of the other local funding sources indicate
that the implementation challenges will likely be too great for them to be feasible. Additionally, it should
be noted that while PAB’s provide sufficient funding capacity, there are too many unknowns (dedicated
private revenue stream, project eligibility) at this time associated with them to be considered part of the
recommended funding strategy.
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Two scenarios have been developed to provide a range of participation which could be anticipated
throughout the Program implementation. While the final funding levels will likely be established through
a negotiation process, the following range was established based on previous experience and an assessment of historical AIP (traditional and LOI) commitments. The following assumptions were used for the
development of funding scenarios:
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➢ Traditional FAA AIP funding is assumed. It is anticipated that an FAA LOI funding commitment
would result in similar overall funding totals.
➢ These scenarios initially vary the amount of assumed FAA and IDOT participation in the Program.
➢ Local funding is assumed to make up the remaining portion of the funding not covered by FAA
and IDOT.
➢ Recommended local funding strategies have been developed based on the data presented in the
Volaire and SBF reports and through coordination with UGN Staff.
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The following most optimistic sharing scenario was established using the maximum eligibility anticipated
by each project element using AIP guidance and a strategy to encourage participation by IDOT and IDA.
Key observations associated with this funding scenario are as follows:
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➢ Assumed funding shares are documented for each program element. It is assumed that the land
acquisition and management/implementation planning tasks would be funded at a lower federal
share based on certain land acquisition requirements likely falling outside the scope of the Replacement Runway footprint.
➢ Other funding sources represent:
o IDOT participation in the Green Bay Rd. Relocation and grade separation structures totaling the $23.5 M, per the draft letter of intent.
o $9 M additional State of Illinois Capital Bill funding obtained for the grade separation
structures beyond the draft letter of intent.
o IDA providing standard 5% AIP matching funds for multiple projects, including Land Acquisition, additional planning and the parallel taxiway.
➢ Participation Ratios:
o Federal = $74.2 M or 52% of the program budget
o State = $34.5 M or 24% of the program budget
o Local = $34.1 M or 24% of the program budget
➢ In this scenario, the estimated local share would be broken down as follows:
o $25 M has been already obtained
o The remaining $9.1 M would be made up from a combination of Airport Revenue, corporate donations and a contribution from Lake County.
o A bond issuance is not anticipated.
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Program Element

Replacement Runway 5/23 Program Financial Plan

Estimated Program
Element Cost

% of Overall
Program Cost

Estimated AIP
Funding

Completion of Initial Planning

$

700,000

0.5%

$

630,000 $

Land Acquisition

$

28,000,000

19.6%

$

21,000,000 $

Management and
Implementation Planning

$

2,000,000

1.4%

$

Roadway Tunnel Construction

$

40,000,000

28.0%

Illinois Route 131 Relocation

$

6,400,000

4.5%

$

$

41,900,000

29.4%

$

$

8,900,000

6.2%

$

$

5,700,000

4.0%

$

5,130,000

$

4,000,000

2.8%

$

3,600,000

$

5,100,000

3.6%

$

$

142,700,000

100%

$

June 2020

$

70,000

1,400,000 $

5,600,000

-

1,500,000

$

100,000

$

400,000

-

$

21,650,000 $

22,876,250

$

6,400,000 $

$
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-

-

Notes
Assumed Federal/Local % = 90/10
(Reimbursement)
Assumed Federal/State/Local % =
75/5/20
Assumed Federal/State/Local % =
75/5/20
Per IDOT Draft MOU and Assumed
Additional IDOT Funding Obtained
Funded by IDOT District 1

-

$

4,190,000

Assumed Federal/Local % = 90/10

4,450,000

$

4,450,000

Assumed Additional IDOT Funding
Obtained

$

-

$

570,000

Assumed Federal/Local % = 90/10

$

200,000

$

200,000

4,590,000 $

255,000 $

255,000

74,160,000 $

34,455,000 $

34,085,000

37,710,000
-

D
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Construct Relocated Runway
5/23
Construct Parallel Taxiway
Bridge
Install New Runway 5/23
NAVAIDS
Conversion of Existing Runway
5/23 to a Taxiway
Construct New Parallel Taxiway
A & Complete AOA Fencing
Total

Local Funding
Required

IDOT Funding
Sources
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$

Assumed Federal/State/Local % =
90/5/5
Assumed Federal/State/Local % =
90/5/5

Waukegan National Airport

Replacement Runway 5/23 Program Financial Plan

The following scenario was established using an adjusted eligibility participation rate by FAA assuming the
agency will not agree to maximizing the eligibility ratio and will seek additional commitments by the local
sponsor to implement the Program. Given the overall demand for federal funding of airport infrastructure
across the country, this scenario assumes that within a limited funding timeframe or because of competing priority projects a lower than optimal federal share is obtained. Key observations associated with this
funding scenario are as follows:
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➢ Assumed funding shares are documented for each program element. Like the previous scenario,
it is assumed land acquisition and management/implementation planning tasks would be funded
at a lower federal share based on certain land acquisition requirements likely falling outside the
scope of the replacement runway footprint.
➢ This scenario assumes that IDA will not participate in matching federal funds for the Program.
➢ Based on previous correspondence with IDOT, this scenario assumes funding is still available per
the draft letter of intent for necessary roadway and grade separation improvements.
➢ Participation Ratios:
o Federal = $54.7 M or 38% of the program budget
o State = $23.5 M or 16% of the program budget
o Local = $64.5 M or 46% of the program budget
➢ In this scenario, the estimated local share would be broken down as follows:
o $25 M has been already obtained
o A $20 M corporate contribution is assumed
o The remaining $19.5 M is assumed to part of a bond issue from Lake County.
o The annual debt service on a bond issuance of this magnitude would be less than $2 M
and is assumed to be financed by a combination of airport revenue and funding from Lake
County.
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Program Element

Replacement Runway 5/23 Program Financial Plan

Estimated Program
Element Cost

% of Overall
Program Cost

Estimated AIP
Funding

Completion of Initial Planning

$

700,000

0.5%

$

Land Acquisition

$

28,000,000

19.6%

$

Management and
Implementation Planning

$

2,000,000

1.4%

$

Roadway Tunnel Construction

$

40,000,000

28.0%

Illinois Route 131 Relocation

$

6,400,000

4.5%

$

$

41,900,000

29.4%

$

$

8,900,000

6.2%

$

$

5,700,000

4.0%

$

3,990,000

$

4,000,000

2.8%

$

2,800,000 $

$

5,100,000

3.6%

$

3,570,000

$

142,700,000

100%

$

June 2020

$

14,000,000

$

-

-

29,330,000
-

$

14,000,000

Assumed Federal/Local % = 50/50

$

1,000,000

Assumed Federal/Local % = 50/50

$

13,600,000 $

26,400,000

Per IDOT Draft MOU

$

6,400,000 $

$

-

$

$

$

-

Element Complete

Funded by IDOT District 1

-

$

12,570,000

Assumed Federal/Local % = 70/30

3,500,000

$

5,400,000

Per IDOT Draft MOU

-

$

1,710,000

Assumed Federal/Local % = 70/30

$

1,200,000

Assumed Federal/Local % = 70/30

$

1,530,000

Assumed Federal/Local % = 70/30

23,500,000 $

64,510,000

$

54,690,000 $
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-

Local Funding
Required
$

1,000,000 $
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Construct Relocated Runway
5/23
Construct Parallel Taxiway
Bridge
Install New Runway 5/23
NAVAIDS
Conversion of Existing Runway
5/23 to a Taxiway
Construct New Parallel Taxiway
A & Complete AOA Fencing
Total

-

IDOT Funding
Sources

-

-

Waukegan National Airport

Replacement Runway 5/23 Program Financial Plan

The Optimistic and Pessimistic Cost Sharing Scenarios result in a potential range of funding as shown below:
Funding Source
Federal
State
Local

Total Funding Range
$54.7 M - $74.2 M
$23.5 M - $34.5 M
$34.1 M - $64.5 M

Percentage Range
38% – 52%
16% - 24%
24% – 46%

AF
T

This document is intended to be a “living document” that will be updated as the Program progresses. The
overall funding strategy will evolve over time based on several factors, including some that are outside of
UGN’s control. While the goal is to maximize the various funding sources available, it is too early in the
process to establish a definitive long-term financial needs plan at this time. Discussions going forward with
FAA, IDA, IDOT, Lake County, UGN corporate tenants and other potential funding agencies will allow UGN
to refine the overall funding strategy. Specifically, it is recommended that UGN continue meet with leadership of FAA Airports District Office (ADO) and Great Lakes Region, IDOT, Lake County and UGN users to
maintain ongoing coordination with these agencies.

D
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While there has been recent success in securing funding, it is important to close with the need to constantly position the program for funding opportunities, as there is no guarantee for continued future funding. In order to best position the Program to capture funding, it is recommended that additional upfront
funding be sought by UGN. Tasks that could be completed using this funding include but are not limited
to: conceptual design efforts, land acquisition strategy and implementation planning and an Airport Master Drainage Study.
Additional critical tasks that must be accommodated in the program are continued public involvement
and National, State and Local political coordination. These additional tasks may require allocation of additional resources in order to ensure that the Program can seize on unforeseen opportunities which often
present themselves at times when securing a particular funding source cannot be implemented quickly.
We recommend a nominal amount be identified in the overall program as unallocated in order to properly
take advantage of opportunities. As previously discussed, a program of this size will be subject to significant agency scrutiny, so UGN’s ability to portray and position Program elements in the best possible manner for agency, public and political review will be beneficial.
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Waukegan National Airport Self-Funding Analysis

PURPOSE OF
THIS REPORT
This report is the third of four that follows the Governance Options Analysis prepared for the Waukegan Port
District. This report details options to increase revenue at the Airport to develop sufficient funding for future
capital projects. The two previous reports detailed the potential for the District to move Waukegan National
Airport into a newly created Airport Authority and the potential for move the Airport, or the entire Port, to Lake

AF
T

County. The final upcoming report will research other potential
sources of funding for the Airport, including funds from the City of

D
R

Waukegan.

This report is designed to review all revenue centers identified by
the Airport to determine potential new revenue from a range of rate

“THIS REPORT DETAILS
OPTIONS TO INCREASE
REVENUE AT THE AIRPORT TO
DEVELOP SUFFICIENT
FUNDING FOR FUTURE
CAPITAL PROJECTS.”

and fee increases. Consultant also reviewed previous financial studies completed by and for Airport. The
review included Fixed Base Operator (FBO) financials, current rates and changes absent a regional study, and
new revenue in different rates and charges scenarios and FBO takeover.

The analysis is not designed to include a review of the feasibility of changes. There have been no direct
interviews with operators using facility to determine their appetite for rate and fee increases. The analysis is
designed to illustrate a range of outcomes at different rate and fee structures. This report does not develop a
specific matrix of revenue required for upcoming capital projects but relies upon previous engineering work to
determine the total target revenue through 2030.
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BUDGET ANALYSIS
AT STATUS QUO
Waukegan National Airport runs with an operating profit. However, the margin is not large enough for the
Airport to be able to save large amounts of funding for significant capital projects. The Waukegan Port District
faces a runway replacement project to bring the Airport up to standard and to better position it for growth as

AF
T

the region’s businesses expand. The new runway is estimated to cost at least $130 million. The local share
of funding for the Airport’s potion of the project could be between $40 million and $50 million. Based on the
current budget, there is no way for the Airport, or the District, to come up with this funding on its own.

D
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The projected Airport budget for 2019 shows net income

of almost a quarter-million dollars (refer to chart 1).
Leases generate the largest portion of Airport revenue,
almost 59%, totaling more than $882,000 in 2019. Fuel
flowage and security fees are other key revenue pieces for
the Airport. Total airport revenue is projected to fall just
below $1.5 million.

CHART 1: WAUKEGAN AIRPORT PROJECTED BUDGET
FISCAL YEAR 2019; SOURCE: WAUKEGAN NATIONAL AIRPORT

Revenue Center

Leases
Percentage of Gross
Security Fees
Av Gas Flowage
Jet Flowage
Fuel Permits
Misc. Income
Interest Earned

$882,599.73
$75,000.00
$197,400.27
$9,200.00
$320,000.00
$4,001.00
$10,000.00
$1,000.00

Total

$1,499,201.00

Cost Center

The Airport’s total expenses in 2019 are estimated at
almost $1.3 million, before any capital expenditures are
taken into account (refer to chart 1).

The largest

proportion of expenses pays for management and payroll,

Revenue

Expense

Maintenance
Business Development/Marketing
Outside Services and Payroll
Supplies and Utilities
Interest Expense

$125,000.00
$52,100.00
$1,033,100.00
$20,000.00
$26,333.00

Total

$1,256,533.00

Net Income

$242,668.00
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which is a little over $1 million. Overall, the Airport operates with lean expenses – significantly less than many
similarly situated airports in Illinois. This results in net income, again before capital expenses, of almost
$243,000.

CHART 2: INCOME BY LEASE TYPE
FISCAL YEAR 2019; SOURCE: WAUKEGAN AIRPORT

The Airport breaks down its leases into three general categories:

Lease Type

Annual Amount

leases; monthly, which tend to be corporate users; and leases on its

Annual Leases
Monthly Leases
Red Hangar Leases

$121,628.73
$731,391.00
$29,580.00

“red hangars” which are low cost, small, hangars. The monthly,

Total

$882,599.73

annual, which tend to be individual lessees with limited hangar

corporate leases generate, by far, the most revenue. In 2019, monthly leases are projected to generate more

Major corporate tenants at

AF
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than $731,000 in revenue, or 83% of all lease revenue (refer to chart 2).
CHART 3: DETAIL OF “MONTHLY” CORPORATE LEASES
FISCAL YEAR 2019; SOURCE: WAUKEGAN NATIONAL AIRPORT
Lessee

include

National

Airport

Signature

Flight

Support, the Airport’s Fixed

Base Operator (FBO), which
has

combined

leaseholds

worth almost $40,000 per
month, or $478,000 per year
(refer to chart 3). Other large

Monthly Amount Annual Amount

Signature Flight Support Office Bldg Complex
Signature Flight Support D3
Waukegan Corporate Aviation Facilities
Baxter Healthcare
Signature Flight Support McAree & Beach Rd Hangars
Gulfstream
Signature Flight Support NWQ Lot 1
Signature Flight Support NWQ Lot 2
Signature Flight Support NWQ Lot 5
Stick & Rudder
Signature Flight Support D4
Signature Flight Support NWQ Lot 4A

$13,078.98
$9,576.83
$8,772.28
$7,717.90
$5,856.53
$3,139.04
$3,000.00
$2,821.00
$2,587.59
$1,515.83
$1,488.27
$1,395.00

$156,947.76
$114,921.96
$105,267.36
$92,614.80
$70,278.36
$37,668.48
$36,000.00
$33,852.00
$31,051.08
$18,189.96
$17,859.24
$16,740.00

Total

$60,949.25

$731,391.00

D
R

Waukegan

tenants include Waukegan Corporate Aviation, Baxter Healthcare, and Gulfstream. These combined corporate
tenants generate almost $61,000 per month in Airport revenue, or more than $731,000 per year.

The Airport has a diverse set of annual leaseholders, including some companies, some flight organizations, and
some individuals. These leases range in value from almost $16,000 per year to less than $2,500 per year (refer
to chart 4 on the following page). In all, annual leases generate almost $122,000 in total revenue for the Airport.
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The Landings of Waukegan is the largest annual leaseholder,
in terms of revenue, with an annual impact of almost $16,000
(refer to chart 4).

Several companies, such as Sequoia

Properties, Edmund, Inc., UGN Enterprises, and Nu-Way
have annual leaseholds.

Many of the other annual

leaseholds are private citizens or co-ops of groups of citizens.

The final set of leaseholds is a collection of smaller hangars
termed, by the Airport, as the “Red Hangars.” These ten

Lessee

Annual Amount

The Landings of Waukegan
Paul Wood (NWQ)
Waukegan Regional Airpark I (Huisel)
Bear Den Coop #3
Bear Den Coop #1
Bear Den Coop #2
Sequoia Properties (A17)
Edmund, Inc.
Windsock & Beacon LLC (A25)
Contrail (A26)
UGN Enterprises LLC
Yuemin (Amy) Wang (A19)
Central Hangars, LLC
Jeffrey Clark (A20)
Paul Wood (Bldg A18)
James Goodman (A23)
Paul Wood (Bldg A22)
Farrell Family Trust (A16)
Nu-Way Industries (A15)
Rotors In Motion (A14)(Jim Terra)

$15,755.85
$15,573.00
$11,667.98
$8,924.68
$8,341.77
$6,871.80
$6,302.61
$6,262.11
$4,268.51
$4,267.51
$4,149.22
$4,106.25
$3,801.36
$3,399.58
$3,394.71
$3,208.36
$3,208.36
$2,904.89
$2,748.68
$2,471.50

Total

$121,628.73
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leaseholds range in revenue from $400 per month to $425

CHART 4: DETAIL OF “ANNUAL” LEASES
FISCAL YEAR 2019; SOURCE: WAUKEGAN AIRPORT

per month (refer to chart 5). Four of the ten leaseholds are

currently vacant, representing an annual cost to the Airport

D
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of a little more than $20,000. Together, these leaseholds are
forecast to generate almost $30,000 in 2019. If all ten were

leased, they would generate close to $50,000 per year in
annual Airport revenue.

CHART 5: DETAIL OF “RED HANGAR” LEASES
FISCAL YEAR 2019; SOURCE: WAUKEGAN AIRPORT
Lessee

is not consistently profitable, so the amount that the Airport

Phil Shelley
Alan Golden
Chap Waters
Robert Jacobsen
Robert Hamilton
Richard Jerch
Vacant
Vacant
Vacant
Vacant

earns is quite variable.

Total

In addition to lease income, the Airport earns a percentage of
gross revenue from the leaseholds and contact of its Fixed
Base Operator (FBO). This income varies based on the total
revenue the FBO generates in any given year. As will be
analyzed later in this report, it does not appear that the FBO

Monthly Amount Annual Amount
$425.00
$410.00
$410.00
$410.00
$410.00
$400.00
$425.00
$425.00
$425.00
$425.00

$5,100.00
$4,920.00
$4,920.00
$4,920.00
$4,920.00
$4,800.00
$5,100.00
$5,100.00
$5,100.00
$5,100.00

$2,465.00

$29,580.00
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The same can be said of the fuel flowage fees the Airport collects. Both flowage for AvGas and jet fuel can be
highly variable based on demand for the fuels. Future revenue in these categories will be tied to the quality of
the Airport’s facilities, and the ability of the Airport to compete with others in the Chicago region for traffic.

Lease rate adjustments, in most cases, are limited to the annual change in the Consumer Price Index (CPI),
with many have a maximum increase of 12% in any given year. Leases can be changed, and rates raised with
new contracts, and the Airport can work to negotiate new contracts with tenants and lease holders at any time.

Expenses to run Waukegan National Airport have been increasing at an average annual rate of 1.7% (refer to
chart 6). Assuming this increase in expenses continues, annual operating expenses for the Airport will increase
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from almost $1.3 million in 2020 to more than $1.5 million in 2030.

CHART 6: ESTIMATED “STEADY STATE” OPERATING BUDGET, WAUKEGAN NATIONAL AIRPORT
FISCAL YEAR 2020 – FISCAL YEAR 2030; SOURCE: VOLAIRE AVIATION CONSULTING
2020

2021

2022

CPI
Expense Increase

1.5%
1.7%

1.5%
1.7%

1.5%
1.7%

2023

2024

2025

2026

2027

2028

2029

2030

1.5%
1.7%

1.5%
1.7%

1.5%
1.7%

1.5%
1.7%

1.5%
1.7%

1.5%
1.7%

1.5%
1.7%

1.5%
1.7%
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Budget Parameters

Forecast Operating Revenue $1,521,689 $1,544,514 $1,567,682 $1,591,197 $1,615,065 $1,639,291 $1,663,881 $1,688,839 $1,714,171 $1,739,884 $1,765,982
Forecast Operating Expense $1,277,894 $1,299,618 $1,321,712 $1,344,181 $1,367,032 $1,390,271 $1,413,906 $1,437,943 $1,462,388 $1,487,248 $1,512,531
Forecast Operating Net

$243,795

$244,896

$245,970

$247,016

$248,033

$249,020

$249,974

$250,896

$251,784

$252,636

10-Year Surplus

$2,737,472

$253,451

Using the average CPI increase of 1.5%, it is forecast that Airport revenue would increase from more than $1.5
million in 2020 to almost $1.8 million in 2030 (refer to chart 6). This revenue increase would result in the
Airport’s net operating income increasing from almost $244,000 in 2020 to more than $253,000 in 2030.
Overall, the 10-year net operating surplus in a “steady state” rates, charges, and fee environment would be a
little more than $2.7 million.

Even if the Airport’s only capital improvement project was the runway relocation and expansion, it would be
impossible for the Airport to fund that project with its net operating income in a “steady state” budget
environment. The Airport’s local match on the runway project is estimated at between $40 million and $50
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million. The net operating income in a “steady state” environment represents just 6.8% of the capital required
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for the local match should the local match for the runway cost just $40 million.
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FIXED BASE OPERATOR
ANALYSIS
The Fixed Base Operator (FBO) business space is exceptionally crowded and competitive in the US. As
reported by research from Purdue University, there are currently over 3,200 fixed-base operations conducting
business in the United States attempting to meet the demands of FAA Part 91, Part 135, and a limited number
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of Part 121 operations. A report from Purdue states:

“The utilization of fixed-base operations has become more attractive and economical to the
corporate business and the affluent recreational traveler. Despite the increased flight activities

D
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utilizing the services of fixed-base operators, keen competition, rising fuel cost, and the
economies of scale recognized by large FBO franchises
significantly erode the profitability and sustainability of
smaller FBOs.”

While many airports in the Chicago-area have more than one FBO

“WHILE MANY AIRPORTS IN
THE CHICAGO-AREA HAVE
MORE THAN ONE FBO ONSITE, WAUKEGAN’S FBO ISN’T
WITHOUT COMPETITION.”

on-site, Waukegan’s FBO isn’t without competition. In fact, it doesn’t compete only against nearby FBOs. A
report by the National Air Transportation Association points out that FBOs compete against regional peers, as
well as peers that can be several states away:

“The FBO services market is and remains a very competitive industry.

Pilots, flight

departments, charter companies, and fractional operators make a choice every day of what
airports to fly into and which provider meets their requirements. Those within the aviation
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industry fully understand that FBOs compete vigorously with each other on price, service, and
quality of facilities. Often, an FBO’s primary competitor is not a competing operation on the
same airport but rather another airport in close proximity.”

Larger, franchised FBOs have had better fortune over the last ten years than small, independent FBOs,
according to Purdue University research. FBO franchises have the advantage of being able to offer preferential
service to customers who use them at multiple airports, in multiple regions or even multiple countries.
Waukegan’s FBO, Signature Flight Support, operates a worldwide network of FBOs with a customer base
including thousands of worldwide corporations. Signature reports, in its annual filings, that its customers use
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its service exclusively due to preferential pricing and customer service for frequent customers.

Signature is one division within its parent organization called Flight Support Services. Flight Support is whollyowned by BBA Aviation. The Flight Support division reports its financials separately, within the BBA Aviation

D
R

family. In 2017, the most recent year for which financials were reported, Flight Support earned more than $1.6
billion in total worldwide revenue, on expenses of $1.3 billion
(refer to chart 7). Flight Support’s worldwide profit totaled more

CHART 7: FLIGHT SUPPORT PROFITABILITY
SOURCE: BBA AVIATION

2016

2017

Revenue

$1,443,200,000

$1,643,000,000

Expenses

$1,149,200,000

$1,313,600,000

Net
Margin

$294,000,000
20.4%

$329,400,000
20.0%

than $329 million, or a margin of 20%.

Still, Flight Support’s margin slipped in 2017, from its 2016
result. In 2016, Flight Support earned less revenue than in

2017, but its 2016 margin was 20.4% (refer to chart 7). Total profits in 2016 were $294 million. Total profits
did increase from 2016 to 2017 by more than $35 million. In its annual report, Flight Support explained that its
decrease in margin was largely due to macro-economic conditions:

“Signature performed broadly in line with the market despite a short-term negative impact on
fuel volumes while negotiations with Signature’s customers were undertaken and the loss of
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the Santa Ana FBO in April 2017. In the second half, Signature outperformed its principal US
B&GA market with 4.4% organic revenue growth against the market which grew at 4.1%
reflecting both the positive customer response to the enlarged network proposition and the
good progress with our commercial renegotiations.”

Signature’s global business is among the most profitable for network FBOs. Its largest competitor in the US is
Atlantic Aviation, which is wholly-owned by Macquarie Infrastructure Corporation. Macquarie reported a third
quarter 2018 margin of 10.1%, as compared to Signature’s margin of 20%. Signature’s network in the US
includes more than 200 airports, while Atlantic has 60. The scale of the Signature network clearly brings in a

AF
T

larger number of high-value corporate clients.

The reason to examine an Airport-operated FBO, in this case, is to determine if the FBO business could
generate a high enough margin, and a significant profit, that the Airport and Port District could re-invest into

D
R

capital projects, such as the runway relocation and extension. The best way to determine the viability of the
Airport-operated FBO is to examine the profitability of the current FBO.

Despite a strong overall margin for its global business, Flight Support, parent to Signature, is not likely returning
the same stellar margin at Waukegan. Through unaudited, rough numbers, it appears Signature’s Waukegan
station performed with a negative margin for each of the last two fiscal years (refer to chart 8). While the
operation appears to have generated an
operating profit from 2014 to 2016, it
appears to have lost money in 2017 and
2018.

CHART 8: UNAUDITED FINANCIAL PERFORMANCE, SIGNATURE AT UGN
SOURCE: VOLAIRE AVIATION CONSULTING ANALYSIS
2014

2015

2016

2017

2018

Revenue

$11,390,000

$9,840,000

$8,885,000

$8,100,000

$7,650,000

Expenses

$10,110,000

$7,700,000

$8,390,000

$11,025,000

$8,710,000

Net
Margin

$1,280,000
11.2%

$2,140,000
21.7%

$495,000
5.6%

-$2,925,000
-36.1%

-$1,060,000
-13.9%

While the unaudited numbers show that Waukegan’s FBO generated seven-figure profits in 2014 and 2015,
profitability appears to be on the decline since then (refer to chart 8). The unaudited profit margin fell to just
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5.6% in 2016 and then went negative in 2017 and 2018. For the full five-year period, it appears that Signature’s
aggregate margin was negative, with a cumulative loss of $70,000.

The business of the FBOs is one in which it is notoriously difficult to consistently generate a profit. Large FBO
franchises have been able to develop a scale so that when one portion of the business is lagging, another
portion, often on the other side of the globe, will make-up the difference. As an article on airport-run FBOs in
the May 2018 edition of Airport Magazine stated, “Seldom do airports enter the FBO business for direct
economic gains.” Even with a solid corporate base, the variability of fuel sales and transient traffic make FBOs
difficult business propositions.

The Airport might be able to slightly reduce FBO expenses by

AF
T

“THE UPFRONT INVESTMENT IN
AN AIRPORT-OPERATED FBO
WOULD BE SIGNIFICANT, EVEN IF
IT TOOK OVER THE CURRENT
FBO’S PHYSICAL PLANT.”

cross-utilizing airport employees for jobs both on the field and
with the FBO. It may also be able to share equipment. But

D
R

the cost of buying equipment in the start-up phase is likely to exceed $1 million. A single aircraft de-icing truck
will cost upwards of $400,000. The upfront investment in an airport-operated FBO would be significant, even
if it took over the current FBO’s physical plant.

With the current FBO struggling to turn a profit, and the business being highly risky, it does not appear
Waukegan National Airport could rely upon its ownership and operation of an FBO to generate enough income
to fund capital projects. The risk associated with running an FBO could actually harm the Airport’s currently
strong operational profitability. There could be other reasons for the Airport to operate an FBO, such as
controlling the customer experience. But an Airport-operated FBO should not be viewed as a financial solution
to increasing local funding for capital projects.
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POTENTIAL REVENUE
ANALYSIS
Previous analysis in this report makes it clear that under a “steady state” budget, with incremental CPI increases
to rates and charges at Waukegan National Airport, the Airport will be unable to generate sufficient revenue to
pay for local shares of major capital projects. It is also reasonably clear that a takeover of the Fixed Base
Operator (FBO) would not generate sufficient income to develop a large increase in funding available for capital

AF
T

projects.

The Airport must relocate and expand its runway in order to maintain its relevancy for corporate users. The

D
R

new runway is estimated to cost at least $130 million. The local share of funding for the Airport’s potion of the
project would be between $40 million and $50 million. This local
share will not be achievable either through status quo pricing on
rates and charges or through the FBO takeover, alone.

Rates and charges for this portion of the report were measured
for the full period from fiscal year 2019 to fiscal year 2030 –

“THIS CUMULATIVE INCREASE
MUST TOTAL, CONSERVATIVELY
AND AT MINIMUM, $40 MILLION
JUST TO DEVELOP THE LOCAL
CASH MATCH FOR THE
AIRPORT’S RUNWAY PROJECT.”

eleven full fiscal years – as the cumulative increase over this period is the most important number to calculate.
This cumulative increase must total, conservatively and at minimum, $40 million just to develop the local cash
match for the Airport’s runway project.

First, as previously included in this report, the status quo, or “steady state,” budget was developed. It was clear
that the revenue generates from simple, average, Consumer Price Index (CPI) increases would not be enough
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to fund even a small portion of the local match for the runway project. Because the net income number was
so far below target, this section of the report analyzes three potential rate and fee increases, up to the maximum
allowed by many of the Airport’s current lease contracts – a CPI increase of 12% over three years.

Because many of the Airport’s leases are structured with rolling three-year potential increases, all lease
adjustments are calculated in three-year chunks. While each lease in unique, this method gives a general
picture of the magnitude of additional lease revenue that can be derived with differing rate increase
methodologies. As with the other sections of this report, each type of lease – annual, monthly, and red hangar
– will be analyzed separately before the results are aggregated.

AF
T

Monthly leases, which are the largest corporate leases at Waukegan National Airport, generate the largest
proportion of revenue. The current annual revenue from these leases is more than $731,000 (refer to chart 9).
At current rates, monthly leases will generate just over $8 million in revenue through 2030.

Lessee

D
R

CHART 9: LEASE REVENUE ANALYSIS: MONTHLY CORPORATE LEASEHOLDS, WAUKEGAN NATIONAL AIRPORT
FY2019 – FY 2030; SOURCE: VOLAIRE AVIATION CONSULTING ANALYSIS
Monthly Amount Annual Amount

5% Increase, 2021, '24, '27

10% Increase, 2021, '24, '27

12% Increase, 2021, '24, '27

Signature Flight Support Office Bldg Complex
Signature Flight Support D3
Waukegan Corporate Aviation Facilities
Baxter Healthcare
Signature Flight Support McAree & Beach Rd Hangars
Gulfstream
Signature Flight Support NWQ Lot 1
Signature Flight Support NWQ Lot 2
Signature Flight Support NWQ Lot 5
Stick & Rudder
Signature Flight Support D4
Signature Flight Support NWQ Lot 4A

$13,078.98
$9,576.83
$8,772.28
$7,717.90
$5,856.53
$3,139.04
$3,000.00
$2,821.00
$2,587.59
$1,515.83
$1,488.27
$1,395.00

$156,947.76
$114,921.96
$105,267.36
$92,614.80
$70,278.36
$37,668.48
$36,000.00
$33,852.00
$31,051.08
$18,189.96
$17,859.24
$16,740.00

$1,872,445.63
$1,371,062.08
$1,255,879.08
$1,104,929.29
$838,447.19
$449,399.09
$429,493.50
$403,867.05
$370,451.03
$217,013.04
$213,067.43
$199,714.48

$2,028,235.90
$1,485,136.49
$1,360,370.09
$1,196,861.06
$908,207.25
$486,789.77
$465,228.00
$437,469.40
$401,273.11
$235,068.85
$230,794.96
$216,331.02

$2,093,366.71
$1,532,827.26
$1,404,054.36
$1,235,294.72
$937,371.64
$502,421.58
$480,167.42
$451,517.43
$414,158.81
$242,617.40
$238,206.26
$223,277.85

Total

$60,949.25

$731,391.00

$8,725,768.90

$9,451,765.89

$9,755,281.46

Three levels of rate increases are analyzed for each type of leasehold: 5%, 10%, and the maximum in some
current lease contracts of 12%. The Airport could re-negotiate leases with any or all of the tenants to increase
lease rates by larger amounts or re-negotiate those leases as they expire. But for the purposes of this analysis,
only rate increases allowed under the most restrictive of the current contracts are considered.
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If monthly, or corporate, lease rates are raised by 5% in 2021, 2024, and 2027, those combined leases would
generate more than $8.7 million in cumulative Airport revenue (refer to chart 9 on the previous page). That
number represents a net increase in 11-year revenue of $680,000.

If monthly, or corporate, lease rates are raised by 10% in 2021, 2024, and 2027, those combined leases would
generate almost $9.5 million in cumulative Airport revenue (refer to chart 9 on the previous page). That number
represents a net increase in 11-year revenue of $1.4 million.

If monthly, or corporate, lease rates are raised by 12% in 2021, 2024, and 2027, those combined leases would

AF
T

generate almost $9.8 million in cumulative Airport revenue (refer to chart 9 on the previous page). That number
represents a net increase in 11-year revenue of $1.7 million.

Annual leases cover

CHART 10: LEASE REVENUE ANALYSIS: “ANNUAL” LEASEHOLDS, WAUKEGAN AIRPORT
FY2019 – FY 2030; SOURCE: VOLAIRE AVIATION CONSULTING ANALYSIS

corporate

aviation

customers.
Collectively, the 20
annual leaseholders
at

Waukegan

National

Airport

generate

almost

$122,000 in annual

Annual Amount

D
R

Lessee

individuals and some

The Landings of Waukegan
Paul Wood (NWQ)
Waukegan Regional Airpark I (Huisel)
Bear Den Coop #3
Bear Den Coop #1
Bear Den Coop #2
Sequoia Properties (A17)
Edmund, Inc.
Windsock & Beacon LLC (A25)
Contrail (A26)
UGN Enterprises LLC
Yuemin (Amy) Wang (A19)
Central Hangars, LLC
Jeffrey Clark (A20)
Paul Wood (Bldg A18)
James Goodman (A23)
Paul Wood (Bldg A22)
Farrell Family Trust (A16)
Nu-Way Industries (A15)
Rotors In Motion (A14)(Jim Terra)
Ten-Year Total

$15,755.85
$15,573.00
$11,667.98
$8,924.68
$8,341.77
$6,871.80
$6,302.61
$6,262.11
$4,268.51
$4,267.51
$4,149.22
$4,106.25
$3,801.36
$3,399.58
$3,394.71
$3,208.36
$3,208.36
$2,904.89
$2,748.68
$2,471.50

5% Increase, 2021, '24, '27

10% Increase, 2021, '24, '27

12% Increase, 2021, '24, '27

$187,973.20
$185,791.73
$139,203.38
$106,474.78
$99,520.44
$81,983.15
$75,192.50
$74,709.32
$50,924.92
$50,912.99
$49,501.75
$48,989.10
$45,351.65
$40,558.26
$40,500.16
$38,276.94
$38,276.94
$34,656.43
$32,792.78
$29,485.92

$203,612.85
$201,249.88
$150,785.31
$115,333.64
$107,800.69
$88,804.27
$81,448.63
$80,925.25
$55,161.95
$55,149.03
$53,620.37
$53,065.07
$49,124.98
$43,932.77
$43,869.84
$41,461.64
$41,461.64
$37,539.89
$35,521.19
$31,939.19

$210,151.28
$207,712.42
$155,627.33
$119,037.24
$111,262.39
$91,655.96
$84,064.11
$83,523.92
$56,933.32
$56,919.98
$55,342.23
$54,769.10
$50,702.48
$45,343.54
$45,278.59
$42,793.05
$42,793.05
$38,745.38
$36,661.85
$32,964.83

$1,451,076.36

$1,571,808.08

$1,622,282.05

revenue (refer to chart 10). Through 2030, assuming all of these leaseholders maintain their leases at the
Airport, they would generate a little more than $1.3 million in revenue.
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If annual lease rates are raised by 5% in 2021, 2024, and 2027, those combined leases would generate almost
$1.5 million in cumulative Airport revenue (refer to chart 10 on the previous page). That number represents a
net increase in 11-year revenue of $113,000.

If annual lease rates are raised by 10% in 2021, 2024, and 2027, those combined leases would generate almost
$1.6 million in cumulative Airport revenue (refer to chart 10 on the previous page). That number represents a
net increase in 11-year revenue of $234,000.

If annual lease rates are raised by 12% in 2021, 2024, and 2027, those combined leases would generate more
than $1.6 million in cumulative Airport revenue (refer to chart 10 on the previous page). That number represents

hangar”

leases generate the
smallest amount of
lease revenue for
the

Airport.

In

2019, these leases

CHART 11: LEASE REVENUE ANALYSIS: “RED HANGAR” LEASEHOLDS, WAUKEGAN AIRPORT
FY2019 – FY 2030; SOURCE: VOLAIRE AVIATION CONSULTING ANALYSIS
Lessee

Monthly Amount Annual Amount

Phil Shelley
Alan Golden
Chap Waters
Robert Jacobsen
Robert Hamilton
Richard Jerch
Vacant
Vacant
Vacant
Vacant

5% Increase, 2021, '24, '27

10% Increase, 2021, '24, '27

12% Increase, 2021, '24, '27

$425.00
$410.00
$410.00
$410.00
$410.00
$400.00
$425.00
$425.00
$425.00
$425.00

$5,100.00
$4,920.00
$4,920.00
$4,920.00
$4,920.00
$4,800.00
$5,100.00
$5,100.00
$5,100.00
$5,100.00

$60,844.91
$58,697.45
$58,697.45
$58,697.45
$58,697.45
$57,265.80
$60,844.91
$60,844.91
$60,844.91
$60,844.91

$65,907.30
$63,581.16
$63,581.16
$63,581.16
$63,581.16
$62,030.40
$65,907.30
$65,907.30
$65,907.30
$65,907.30

$68,023.72
$65,622.88
$65,622.88
$65,622.88
$65,622.88
$64,022.32
$68,023.72
$68,023.72
$68,023.72
$68,023.72

$2,465.00

$29,580.00

$596,280.14

$645,891.54

$666,632.44
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a net increase in 11-year revenue of more than $284,000.

Total

are forecast to generate $29,580 in total Airport revenue, but it must be noted that four of the leaseholds are
vacant (refer to chart 11). If all of the red hangars were leased, the total annual revenue at current rates would
be almost $50,000. If all red hangars were occupied through 2030, the total revenue generated over the entire
period would be just under $550,000.

If red hangar lease rates are raised by 5% in 2021, 2024, and 2027, and all hangars are occupied, those
combined leases would generate almost $600,000 in cumulative Airport revenue (refer to chart 11). That
number represents a net increase in 11-year revenue of $46,500.
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If red hangar lease rates are raised by 10% in 2021, 2024, and 2027, and all hangars are occupied, those
combined leases would generate almost $650,000 in cumulative Airport revenue (refer to chart 11 on the
previous page). That number represents a net increase in 11-year revenue of $96,100.

If red hangar lease rates are raised by 12% in 2021, 2024, and 2027, and all hangars are occupied, those
combined leases would generate more than $666,000 in cumulative Airport revenue (refer to chart 11 on the
previous page). That number represents a net increase in 11-year revenue of almost $117,000.

Assuming all leaseholds are 100% occupied, at current fiscal year 2019 rates, they would generate almost

AF
T

$883,000 per year in Airport revenue. Through 2030, these leaseholds, if rates are not changed, would generate
a little more than $9.9 million (refer to chart 12). Monthly leases, which are mostly corporate customers,
generate 83% of the total lease revenue, or more than $8 million through 2030.

Type of Lease

D
R

CHART 12: LEASE REVENUE ANALYSIS: ALL LEASEHOLDS OCCUPIED, WAUKEGAN NATIONAL AIRPORT
FY2019 – FY 2030; SOURCE: VOLAIRE AVIATION CONSULTING ANALYSIS
No Rate Changes

Total Income, 100% Occupancy, 2019 - 2029
5% Increase, 2021, '24, '27
10% Increase, 2021, '24, '27

12% Increase, 2021, '24, '27

Annual Leases
Monthly Leases
Red Hangar Leases

$1,337,916.03
$8,045,301.00
$549,780.00

$1,451,076.36
$8,725,768.90
$596,280.14

$1,571,808.08
$9,451,765.89
$645,891.54

$1,622,282.05
$9,755,281.46
$666,632.44

Totals

$9,932,997.03

$10,773,125.40

$11,669,465.51

$12,044,195.95

$840,128.37

$1,736,468.48

$2,111,198.92

Incremental Income, 11 Fiscal Years

If all lease rates are raised by 5% in 2021, 2024, and 2027, and all hangars are occupied, those combined
leases would generate almost $10.8 million in cumulative Airport revenue (refer to chart 12). That number
represents a net increase in 11-year revenue of more than $840,000.
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If all lease rates are raised by 10% in 2021, 2024, and 2027, and all hangars are occupied, those combined
leases would generate almost $11.7 million in cumulative Airport revenue (refer to chart 12 on the previous
page). That number represents a net increase in 11-year revenue of more than $1.7 million.

If all lease rates are raised by 12% in 2021, 2024, and 2027, and all hangars are occupied, those combined
leases would generate more than $12 million in cumulative Airport revenue (refer to chart 12 on the previous
page). That number represents a net increase in 11-year revenue of more than $2.1 million.

For this forecast, all other rates and charges, including fuel flowage, percentage of gross, security fees, and
permits, were increased on an annual basis. Miscellaneous income and interest earned was held steady.

AF
T

Expenses were increased, on an annual basis, by the rolling average of 1.7% per year. Expense increases were
held at the 1.7% level for each of the full analyses completed: a 5% increase in rates and charges, a 10%

D
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increase in rates and charges, and a 12% increase in rates and charges.

The operating net income for Waukegan National Airport, with 5% rates and charges increases as detailed,
would be almost $243,000 in 2019 and increase to almost $463,000 in 2030 (refer to chart 13).
CHART 13: OPERATING BUDGET ANALYSIS, 5% INCREASES IN RATES AND CHARGES, WAUKEGAN NATIONAL AIRPORT
FY2019 – FY 2030; SOURCE: VOLAIRE AVIATION CONSULTING ANALYSIS
2019
Revenue

2020
Revenue

2021
Revenue

2022
Revenue

2023
Revenue

2024
Revenue

2025
Revenue

2026
Revenue

2027
Revenue

2028
Revenue

2029
Revenue

Leases
Percentage of Gross
Security Fees
Av Gas Flowage
Jet Flowage
Fuel Permits
Misc. Income
Interest Earned

$882,599.73
$75,000.00
$197,400.27
$9,200.00
$320,000.00
$4,001.00
$10,000.00
$1,000.00

$882,599.73
$78,750.00
$197,400.27
$9,660.00
$336,000.00
$4,201.05
$10,000.00
$1,000.00

$948,149.72
$82,687.50
$207,270.28
$10,143.00
$352,800.00
$4,411.10
$10,000.00
$1,000.00

$948,149.72
$86,821.88
$207,270.28
$10,650.15
$370,440.00
$4,631.66
$10,000.00
$1,000.00

$948,149.72
$91,162.97
$207,270.28
$11,182.66
$388,962.00
$4,863.24
$10,000.00
$1,000.00

$995,557.20
$95,721.12
$217,633.80
$11,741.79
$408,410.10
$5,106.40
$10,000.00
$1,000.00

$995,557.20
$100,507.17
$217,633.80
$12,328.88
$428,830.61
$5,361.72
$10,000.00
$1,000.00

$995,557.20
$105,532.53
$217,633.80
$12,945.32
$450,272.14
$5,629.81
$10,000.00
$1,000.00

$1,045,335.06
$110,809.16
$228,515.49
$13,592.59
$472,785.74
$5,911.30
$10,000.00
$1,000.00

$1,045,335.06
$116,349.62
$228,515.49
$14,272.22
$496,425.03
$6,206.86
$10,000.00
$1,000.00

$1,045,335.06
$122,167.10
$228,515.49
$14,985.83
$521,246.28
$6,517.21
$10,000.00
$1,000.00

Total

$1,499,201.00

$1,519,611.05

$1,616,461.60

$1,638,963.68

$1,662,590.87

$1,745,170.41

$1,771,219.38

$1,798,570.80

$1,887,949.34

$1,918,104.28

$1,949,766.97

Expense

Expense

Expense

Expense

Expense

Expense

Expense

Expense

Expense

Expense

Expense

Maintenance
Business Development/Marketing
Outside Services and Payroll
Supplies and Utilities
Interest Expense

$125,000.00
$52,100.00
$1,033,100.00
$20,000.00
$26,333.00

$127,125.00
$52,985.70
$1,050,662.70
$20,340.00
$26,780.66

$129,286.13
$53,886.46
$1,068,523.97
$20,685.78
$27,235.93

$131,483.99
$54,802.53
$1,086,688.87
$21,037.44
$27,698.94

$133,719.22
$55,734.17
$1,105,162.58
$21,395.07
$28,169.83

$135,992.44
$56,681.65
$1,123,950.35
$21,758.79
$28,648.71

$138,304.32
$57,645.24
$1,143,057.50
$22,128.69
$29,135.74

$140,655.49
$58,625.21
$1,162,489.48
$22,504.88
$29,631.05

$143,046.63
$59,621.84
$1,182,251.80
$22,887.46
$30,134.78

$145,478.42
$60,635.41
$1,202,350.08
$23,276.55
$30,647.07

$147,951.56
$61,666.21
$1,222,790.03
$23,672.25
$31,168.07

Total

$1,256,533.00

$1,277,894.06

$1,299,618.26

$1,321,711.77

$1,344,180.87

$1,367,031.95

$1,390,271.49

$1,413,906.10

$1,437,942.51

$1,462,387.53

$1,487,248.12

Net Income

$242,668.00

$241,716.99

$316,843.34

$317,251.91

$318,410.00

$378,138.46

$380,947.89

$384,664.70

$450,006.83

$455,716.75

$462,518.85

Revenue Center

Cost Center
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The cumulative net income, through 2030, with 5% rates and charges increases beginning in 2020, as detailed,
would be $3.9 million (refer to chart 13 on the previous page). A 5% increase in rates and charges would not
be sufficient to raise enough funding for local matching funds for major capital projects.

The operating net income for Waukegan National Airport, with 10% rates and charges increases as detailed,
would be almost $243,000 in 2019 and increase to more than $1.1 million in 2030 (refer to chart 14). The
cumulative net income, through 2030, with 10% rates and charges increases beginning in 2020, as detailed,
would be $7.4 million. As with a 5% increase in rates and charges, a 10% increase in rates and charges would
still not be sufficient to raise enough funding for local matching funds for major capital projects.

2020
Revenue

2021
Revenue

Leases
Percentage of Gross
Security Fees
Av Gas Flowage
Jet Flowage
Fuel Permits
Misc. Income
Interest Earned

$882,599.73
$75,000.00
$197,400.27
$9,200.00
$320,000.00
$4,001.00
$10,000.00
$1,000.00

$882,599.73
$82,500.00
$217,140.30
$10,120.00
$352,000.00
$4,401.10
$10,000.00
$1,000.00

$993,299.70
$90,750.00
$238,854.33
$11,132.00
$387,200.00
$4,841.21
$10,000.00
$1,000.00

Total

$1,499,201.00

$1,559,761.13

Expense

Expense

Maintenance
Business Development/Marketing
Outside Services and Payroll
Supplies and Utilities
Interest Expense

$125,000.00
$52,100.00
$1,033,100.00
$20,000.00
$26,333.00

Total
Net Income

Cost Center

2022
Revenue

2023
Revenue

2024
Revenue

2025
Revenue

2026
Revenue

2027
Revenue

2028
Revenue

2029
Revenue

$993,299.70
$99,825.00
$262,739.76
$12,245.20
$425,920.00
$5,325.33
$10,000.00
$1,000.00

$993,299.70
$109,807.50
$289,013.74
$13,469.72
$468,512.00
$5,857.86
$10,000.00
$1,000.00

$1,092,629.67
$120,788.25
$317,915.11
$14,816.69
$515,363.20
$6,443.65
$10,000.00
$1,000.00

$1,092,629.67
$132,867.08
$349,706.62
$16,298.36
$566,899.52
$7,088.02
$10,000.00
$1,000.00

$1,092,629.67
$146,153.78
$384,677.28
$17,928.20
$623,589.47
$7,796.82
$10,000.00
$1,000.00

$1,045,335.06
$160,769.16
$423,145.01
$19,721.02
$685,948.42
$8,576.50
$10,000.00
$1,000.00

$1,045,335.06
$176,846.08
$465,459.51
$21,693.12
$754,543.26
$9,434.15
$10,000.00
$1,000.00

$1,045,335.06
$194,530.68
$512,005.46
$23,862.43
$829,997.59
$10,377.56
$10,000.00
$1,000.00

$1,737,077.24

$1,810,354.99

$1,890,960.52

$2,078,956.57

$2,176,489.26

$2,283,775.22

$2,354,495.17

$2,484,311.18

$2,627,108.79

Expense

Expense

Expense

Expense

Expense

Expense

Expense

Expense

Expense

$127,125.00
$52,985.70
$1,050,662.70
$20,340.00
$26,780.66

$129,286.13
$53,886.46
$1,068,523.97
$20,685.78
$27,235.93

$131,483.99
$54,802.53
$1,086,688.87
$21,037.44
$27,698.94

$133,719.22
$55,734.17
$1,105,162.58
$21,395.07
$28,169.83

$135,992.44
$56,681.65
$1,123,950.35
$21,758.79
$28,648.71

$138,304.32
$57,645.24
$1,143,057.50
$22,128.69
$29,135.74

$140,655.49
$58,625.21
$1,162,489.48
$22,504.88
$29,631.05

$143,046.63
$59,621.84
$1,182,251.80
$22,887.46
$30,134.78

$145,478.42
$60,635.41
$1,202,350.08
$23,276.55
$30,647.07

$147,951.56
$61,666.21
$1,222,790.03
$23,672.25
$31,168.07

$1,256,533.00

$1,277,894.06

$1,299,618.26

$1,321,711.77

$1,344,180.87

$1,367,031.95

$1,390,271.49

$1,413,906.10

$1,437,942.51

$1,462,387.53

$1,487,248.12

$242,668.00

$281,867.07

$437,458.98

$488,643.22

$546,779.65

$711,924.63

$786,217.78

$869,869.12

$916,552.66

$1,021,923.65

$1,139,860.67

D
R

2019
Revenue

Revenue Center

AF
T

CHART 14: OPERATING BUDGET ANALYSIS, 10% INCREASES IN RATES AND CHARGES, WAUKEGAN NATIONAL AIRPORT
FY2019 – FY 2030; SOURCE: VOLAIRE AVIATION CONSULTING ANALYSIS

The operating net income for Waukegan National Airport, with 12% rates and charges increases as detailed,
would be almost $243,000 in 2019 and increase to almost $1.7 million in 2030 (refer to chart 15 on the following
page). The cumulative net income, through 2030, with 12% rates and charges increases beginning in 2020, as
detailed, would be almost $9.6 million. As with other increase in rates and charges, a 12% increase in rates
and charges would still not be sufficient to raise enough funding for local matching funds for major capital
projects.
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CHART 15: OPERATING BUDGET ANALYSIS, 12% INCREASES IN RATES AND CHARGES, WAUKEGAN NATIONAL AIRPORT
FY2019 – FY 2030; SOURCE: VOLAIRE AVIATION CONSULTING ANALYSIS
2019
Revenue

2020
Revenue

2021
Revenue

2022
Revenue

2023
Revenue

2024
Revenue

2025
Revenue

2026
Revenue

2027
Revenue

2028
Revenue

2029
Revenue

Leases
Percentage of Gross
Security Fees
Av Gas Flowage
Jet Flowage
Fuel Permits
Misc. Income
Interest Earned

$882,599.73
$75,000.00
$197,400.27
$9,200.00
$320,000.00
$4,001.00
$10,000.00
$1,000.00

$882,599.73
$84,000.00
$221,088.30
$10,304.00
$358,400.00
$4,481.12
$10,000.00
$1,000.00

$1,011,359.70
$94,080.00
$247,618.90
$11,540.48
$401,408.00
$5,018.85
$10,000.00
$1,000.00

$1,011,359.70
$105,369.60
$277,333.17
$12,925.34
$449,576.96
$5,621.12
$10,000.00
$1,000.00

$1,011,359.70
$118,013.95
$310,613.15
$14,476.38
$503,526.20
$6,295.65
$10,000.00
$1,000.00

$1,132,722.86
$132,175.63
$347,886.72
$16,213.54
$563,949.34
$7,051.13
$10,000.00
$1,000.00

$1,132,722.86
$148,036.70
$389,633.13
$18,159.17
$631,623.26
$7,897.26
$10,000.00
$1,000.00

$1,132,722.86
$165,801.11
$436,389.11
$20,338.27
$707,418.05
$8,844.94
$10,000.00
$1,000.00

$1,268,649.60
$185,697.24
$488,755.80
$22,778.86
$792,308.22
$9,906.33
$10,000.00
$1,000.00

$1,268,649.60
$207,980.91
$547,406.50
$25,512.32
$887,385.20
$11,095.09
$10,000.00
$1,000.00

$1,268,649.60
$232,938.62
$613,095.27
$28,573.80
$993,871.43
$12,426.50
$10,000.00
$1,000.00

Total

$1,499,201.00

$1,571,873.15

$1,782,025.93

$1,873,185.88

$1,975,285.02

$2,210,999.22

$2,339,072.39

$2,482,514.33

$2,779,096.05

$2,959,029.62

$3,160,555.22

Expense

Expense

Expense

Expense

Expense

Expense

Expense

Expense

Expense

Expense

Expense

Maintenance
Business Development/Marketing
Outside Services and Payroll
Supplies and Utilities
Interest Expense

$125,000.00
$52,100.00
$1,033,100.00
$20,000.00
$26,333.00

$127,125.00
$52,985.70
$1,050,662.70
$20,340.00
$26,780.66

$129,286.13
$53,886.46
$1,068,523.97
$20,685.78
$27,235.93

$131,483.99
$54,802.53
$1,086,688.87
$21,037.44
$27,698.94

$133,719.22
$55,734.17
$1,105,162.58
$21,395.07
$28,169.83

$135,992.44
$56,681.65
$1,123,950.35
$21,758.79
$28,648.71

$138,304.32
$57,645.24
$1,143,057.50
$22,128.69
$29,135.74

$140,655.49
$58,625.21
$1,162,489.48
$22,504.88
$29,631.05

$143,046.63
$59,621.84
$1,182,251.80
$22,887.46
$30,134.78

$145,478.42
$60,635.41
$1,202,350.08
$23,276.55
$30,647.07

$147,951.56
$61,666.21
$1,222,790.03
$23,672.25
$31,168.07

Total

$1,256,533.00

$1,277,894.06

$1,299,618.26

$1,321,711.77

$1,344,180.87

$1,367,031.95

$1,390,271.49

$1,413,906.10

$1,437,942.51

$1,462,387.53

$1,487,248.12

Net Income

$242,668.00

$293,979.09

$482,407.67

$551,474.11

$631,104.15

$843,967.28

$948,800.90

$1,068,608.23

$1,341,153.54

$1,496,642.09

$1,673,307.11

Revenue Center

AF
T

Cost Center

A 12% increase and rates and charges would still be $7.4 million short of the low-end target for matching funds
for the Airport’s runway relocation and replacement program. However, it should be noted that, over a longer
period and with a longer finance term, the Airport could generate almost $30 million in net income under these

D
R

assumptions over 30 years. But the finance terms and interest on the local match amount for the runway
project would likely push the local match cost considerably higher than $30 million.

In order to generate enough funding, by 2030, to pay for the local match for the runway project, the Airport
would need to increase its rates and charges by roughly 25% on an annual basis while holding expenses to a
1.7% annual increase. It is unclear how this magnitude of rate increases would impact tenants, but in other
markets such large increases have led to an exodus of tenants and a huge reduction in operations. This is
especially true in competitive markets where there are multiple airports competing for traffic – as with
Waukegan’s position in the Chicago market.

It is clear that rates and charges increases, alone, will not be enough to develop funding sufficient for major
capital projects. Rates and charges increases combined with an FBO takeover could put the Airport in am even
more precarious financial position than it faces today.
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01 INTRODUCTION AND PURPOSE

INTRODUCTION AND PURPOSE
Waukegan National Airport

WISCONSIN
ILLINOIS

WAUKEGAN
NATIONAL AIRPORT

UGN’s corporate users utilize long-range aircraft to conduct business nationally and
globally. Many corporate users, such as Abbott, AbbVie, and Baxter, have headquarters
in Lake County and maintain long-term Airport leases. Onsite U.S. Customs service
enables daily international arrivals and departures.

D
R

WAUKEGAN

Waukegan National Airport (the “Airport” or UGN) is a non-commercial, general aviation
airport that serves national and global markets. It is located halfway between Chicago
and Milwaukee in Lake County, Illinois. Designated a reliever airport for O’Hare
International Airport, the Federal Aviation Administration (FAA) named UGN a “National
Asset”, one of 84 airports to receive that designation of the 3,400 general aviation
airports nationwide.

AF
T

KENOSHA
REGIONAL
AIRPORT

Competitive airports include Kenosha Regional Airport and Chicago Executive Airport.

CORPORATE USERS

LAKE COUNTY
CHICAGO
EXECUTIVE
AIRPORT
O’HARE
INTERNATIONAL
AIRPORT
SB Friedman Development Advisors

Abbott*
AbbVie*
Baxter Healthcare*
Boeing Company
Brunswick Corp.*
Cardinal Health
CNH America*
Dassault Falcon Jet
Map Source: Esri; SB Friedman

Fortune Brands
Gama Aviation*
Gulfstream Aerospace Corp.
Jet Aviation
Klein Tools*
Reyes Holdings*
ULINE*
WW Grainger Inc.

* Based at Waukegan National Airport
Table Source: Lake County Port Investment
Task Force presentation (dated 9/27/2019);
Waukegan National Airport
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INTRODUCTION AND PURPOSE
Runway 5/23 Replacement Program

D
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Under the Program, a new 7,000-foot Runway 5/23 will
be constructed just north of the existing 6,000-foot
runway. The longer runway will allow aircraft to safely
operate without restrictions.

PROPOSED RUNWAY 5/23 REPLACEMENT PROGRAM

AF
T

The Airport is pursuing the Runway 5/23 Replacement
Program (the “Program”) to relocate and extend its
primary corporate runway, which does not meet
minimum Federal Aviation Administration (FAA) design
and safety standards and thus is inadequate for existing
and future use.

AIRPORT

PRIMARY RUNWAY FACILITY

Waukegan National
Airport

Runway 5/23
Existing: 6,000 ft. long, 150 ft. wide
Planned Expansion: 7,000 ft. long, 150 ft. wide

Kenosha Regional
Airport

7L-25R
Existing: 5,499 ft. long, 100 ft. wide
Planned Expansion: 6,600 ft., 100 ft. wide

Chicago Executive
Airport

Runway 16/34
Existing: 5,001 ft. long, 150 ft. wide
No Planned Expansion

Source: CMT, Runway 5/23 Replacement Program Summary (dated March 18, 2019)

Source: Chicago Executive Airport; City of Kenosha; CMT, Runway 5/23 Replacement
Program Summary (dated March 18, 2019); dailyherald.com; kenoshanews.com
SB Friedman Development Advisors
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INTRODUCTION AND PURPOSE
Need for Significant Local Funding Match

PROGRAM PHASE
Completion of Initial Planning
Land Acquisition

Management and Implementation Planning

THE PROGRAM LIKELY REQUIRES
$34-65 MILLION
IN LOCAL FUNDING MATCH

ESTIMATED COST
$700,000
$28,000,000
$2,000,000

Roadway Tunnel Construction

$40,000,000

Illinois Route 131 Relocation [1]

$6,400,000

Construct Relocated Runway 5/23

$41,900,000

Construct Parallel Taxiway Bridge

$8,900,000

Install New Runway 5/23 NAVAIDS

$5,700,000

Conversion of Existing Runway 5/23 to a Taxiway

$4,000,000

Construct a Parallel Taxiway A & Complete AOA Fencing

$5,100,000

D
R

Potential funding for the Program includes federal and state
sources. However, federal and state assistance would only
likely provide sufficient funding to cover 55-76% of the total
Program cost based on the recent Financial Plan. Local funding
of approximately $34-65 million is therefore expected to be
needed to fill the funding gap. This assessment defines the
required local funding match as the “Project.”

REPLACEMENT RUNWAY 5/23 PROGRAM ESTIMATED COST

AF
T

As outlined in the Replacement Runway 5/23 Financial Plan,
the Program’s estimated cost is approximately $142.7 million
(in 2019 dollars). The table on the right summarizes the
Program elements and costs.

Estimated Total Program Cost

Anticipated Federal and State Funds

Anticipated Local Match Funds

$142,700,000

$78.2-108.7 M (55-76%)
$34.1-64.5 M (24-45%)

[1] UGN indicated the Illinois Department of Transportation (IDOT) has committed to funding this portion of the
Program.
Source: CMT, Replacement Runway 5/23 Financial Plan (September 2019), UGN
SB Friedman Development Advisors

6

INTRODUCTION AND PURPOSE
Purpose of Feasibility Assessment

The Lake County Port Investment Task Force (the “Task Force”), a 10-member group of local leaders and stakeholders, was formed to explore
funding solutions and build consensus around a local funding plan. Understanding that local funds of the magnitude required are unlikely to be
readily available to dedicate to the Program on day one, the Task Force seeks to explore new and creative local financing options so that long-term
revenue streams can be used to fund the Program.

AF
T

A bond issuance will likely be required to provide up-front funds, with a dedicated long-term revenue stream needed for debt repayment. This
Local Revenue Feasibility Assessment (the “Assessment”) therefore evaluates:
1) A variety of potential local revenue options (the funding); and

D
R

2) Potential bonding authority and capacity of various political districts and entities (the financing).
As part of the Assessment, SB Friedman prepared order-of-magnitude revenue projections for potential funding sources and identified their
implementation challenges. The Assessment is intended to provide information on local financing options to inform the Task Force’s next steps and
decisions regarding which funding sources to pursue. SB Friedman presented preliminary Assessment findings during the fourth Task Force meeting
on February 10, 2020.

SB Friedman finalized analyses for the Assessment in February 2020, before COVID-19 was declared a pandemic by the World Health Organization (WHO) on March 11, 2020 and became
widespread in the Chicago region. This Assessment does not account for the financial impacts of COVID-19 on local districts.

SB Friedman Development Advisors
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02 POTENTIAL LOCAL FUNDING SOURCES

POTENTIAL LOCAL FUNDING SOURCES
Selected Local Funding Sources

LEASE RATE

USER FEES

SB Friedman Development Advisors

DISTRICT-SPECIFIC SOURCE
MOTOR FUEL TAX (MFT)

SALES AND USE TAX

PROPERTY TAX

GENERAL FUND REVENUES

TAX INCREMENT
FINANCING (TIF)

CANNABIS TAX

D
R

AIRPORT-SPECIFIC SOURCE

AF
T

Order-of-magnitude projections were developed for several potential revenue sources identified by the Airport, members of the Task Force, and
SB Friedman. These revenues could become available through actions by the Airport or a taxing district (e.g., Waukegan Port District, a municipality,
Lake County), and can be combined as necessary to meet the local funding match required by the Program. All revenue estimates in this report are
presented in 2020 dollars.
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POTENTIAL LOCAL FUNDING SOURCES
Implementation Challenges

D
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Each funding option would require one or more local entities to
take action to make revenues available. An entity may need to
adjust its spending priorities to allocate a portion of existing
revenue streams to the Project. Creating new dedicated revenue
streams may require the designation of a special district or rate
increase for an existing tax. Once a revenue stream has been
identified and pledged, a local entity would then need to issue
bonds to monetize the revenue stream and provide up front funds
for construction of the Program.

There are implementation challenges associated with every local
funding source, which include changes to existing service provision
and potential competitive disadvantages.
It is unlikely that any simple solution can be identified to provide
the required local match. Rather, a combination of local political
will, rebalancing of priorities for capital spending, and new revenue
streams will likely be needed to support the Program.

SB Friedman Development Advisors

THERE ARE NO EASY
FUNDING SOLUTIONS.
ALL REVENUE SOURCES
HAVE CHALLENGES.
POLITICAL WILL,
REBALANCING OF SPENDING
PRIORITIES, AND/OR
NEW REVENUE STREAMS
WILL BE NEEDED.
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POTENTIAL LOCAL FUNDING SOURCES
Airport-Generated Revenues: Overview

The Airport obtains most of its operating revenue by levying rates
and fees on leaseholders and other users. As demonstrated in the
chart on the right, lease and fuel flowage fees accounted for 80%
of budgeted operating revenues in 2019.

Lease Rate. Charge levied on leaseholders on a per square
foot basis.



Fuel Flowage Fee. Fee levied on users on a per gallon basis.

D
R





T-Hangar Fee. Rental fee levied on a monthly basis.



Landing Fee [1]. Fee levied on large jet aircraft users.

[1] As of April 2020, Waukegan National Airport does not levy a landing fee.

SB Friedman Development Advisors

Percentage of Gross: 5%

AF
T

SB Friedman projected the additional revenue that could be
generated by increases in or the addition of the following rates
and/or fees:

WAUKEGAN NATIONAL AIRPORT
SOURCES OF REVENUE (2019 BUDGET)
Other: 2%

Security Fees: 13%

Leases: 59%

Fuel Flowage
Fees: 21%

Source: Volaire, Airport Self-Funding Analysis (January 2019)
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POTENTIAL LOCAL FUNDING SOURCES
Airport-Generated Revenues: Competitive Landscape

Rates and fees at the nearest competitor airports were compiled in order to understand the user fee landscape and the possible competitive
implications of potential UGN rate and fee increases.

AIRPORT RATES
AND FEES

94

$0.91

$0.21

Fuel Flowage Fee [2]

$0.14

$0.19

$0.15

T-Hangar Fee [3]

$425

$594

--

--

--

--

D
R

Large hangar, per month

Landing Fee

Per large jet aircraft landing

94

DOWNTOWN
CHICAGO

SB Friedman Development Advisors

KENOSHA
REGIONAL AIRPORT
(ENW)

$0.51

Per JetA gallon

294

CHICAGO
EXECUTIVE AIRPORT
(PWK)

Lease Rate [1]
Average $/SF

Waukegan National Airport (UGN)
Waukegan, IL
 Access to I-94

Chicago Executive Airport (PWK)
Wheeling, IL
 Access to I-294, I-94,
downtown Chicago

WAUKEGAN
NATIONAL AIRPORT
(UGN)

AF
T

Kenosha Regional Airport (ENW)
Kenosha, WI
 Access to I-94

Source: Esri; Google Maps; SB Friedman

[1] Lease rate for Waukegan National Airport is weighted average in 2019 (sourced from Land Leases and Fees document
provided by Waukegan National Airport on 11/27/2019). Lease rate for Chicago Executive Airport is annualized average for
ground leases (sourced from Chicago Executive Airport FY 2019 Comprehensive Annual Financial Report). Lease rate for Kenosha
Regional Airport is annualized rate for improved space (sourced from April 2017 Rates and Fees Survey document provided by
Waukegan National Airport on 1/23/2020). [2] Fee for Waukegan National Airport is sourced from Land Leases and Fees
document provided by Waukegan National Airport on 11/27/2019. Fee for Chicago Executive Airport is for on-site JetA sales
(sourced from the Chicago Executive Airport FY 2020 Annual Budget). Fee for Kenosha Regional Airport is average fee (sourced
from City of Kenosha 2020 Budget). [3] Fee for Waukegan National Airport is for large T-hangars (sourced from Ordinance 19-O03). Fee for Chicago Executive Airport is per square foot fee multiplied by weighted average square footage for hangars (sourced
from Chicago Executive Airport FY 2020 Annual Budget and www.chiexec.com).
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POTENTIAL LOCAL FUNDING SOURCES
Airport-Generated Revenues: Revenue Projections

Lease Rate

$0.51

Fuel Flowage Fee

$0.14

T-Hangar Fee

$425

Average $/SF

Per JetA gallon

Large hangar, per month

Landing Fee

Per large jet aircraft user landing

--

CHICAGO
EXECUTIVE AIRPORT
(PWK)

KENOSHA
REGIONAL AIRPORT
(ENW)

POTENTIAL
NEW UGN
RATE OR FEE

PROJECTED REVENUE
FROM INCREASE
(30-YEAR PERIOD) [1]

D
R

WAUKEGAN NATIONAL
AIRPORT (UGN)

AF
T

Following conversations with UGN, SB Friedman assumed a potential new lease rate (applicable after existing leases expire) of $0.65-0.75 per
square foot for UGN, which is lower than the lease rate for Chicago Executive Airport. UGN’s fuel flowage fee is currently lower than its competitors;
therefore, SB Friedman assumed the flowage fee would be increased to $0.15-0.19 per gallon to generate funds for the Project. UGN and its
competitors do not currently levy a landing fee and the Airport has indicated such fees are atypical outside of core commercial airports.
SB Friedman assumed a new $50-150 per flight landing fee for large jet aircraft users following conversations with UGN. Projected revenues over a
30-year period, assuming existing rates and fees increase to align with competitors, are presented below.

$0.91

$0.21

$0.65-0.75 [2]

$1.3-2.2 M

$0.19

$0.15

$0.15-0.19

$0.3-1.6 M

$594

--

$594

$0.2 M

--

--

$50-150 [3]

$4-12 M

[1] Discounted using 6.5% cost of funds. Revenue estimates are presented in 2020 dollars. [2] $0.65-0.75/SF lease rate based on conversations with Waukegan National Airport. Lease rate increase applies only to existing
leaseholders with leases equal to or greater than 1.8 acres after current lease expiration dates. Assumes no new leasable space is constructed following construction of the replacement runway. [3] $50-150 fee based on
conversations with Waukegan National Airport. Fee is levied on half of total annual large jet operations, defined as Business Aviation operations. Per 2019 Update Forecast Working Paper, Business Aviation counts totaled 8,805
in 2017. Assumed annual inflation for large jet operations is consistent with inflation in 2019 Update Forecast Working Paper. Assumed fee increased 1% annually.
SB Friedman Development Advisors
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POTENTIAL LOCAL FUNDING SOURCES
Airport-Generated Revenues: Implementation Challenges

The Airport must carefully consider the competitive implications of potential rate and fee increases. Increases to existing fees and/or the imposition
of a landing fee at UGN could impact the airport-use decisions of large jet aircraft users, who may be sensitive to changes in rates and fees. Given
the relatively short distance between UGN and its competitor airports, corporate users may elect to utilize competitor airports over UGN if it results
in a cost reduction.
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Despite the potential competitive implications of new user fees or rates, the replacement 5/23 Runway would provide unique advantages to users,
including the ability to fly long-haul nonstop international flights. Neither of the nearby competitive airports will offer a runway as long or wide as
the UGN with the replacement runway contemplated. Users may therefore be willing to incur somewhat higher costs at UGN to access the
operational benefits of the runway.

SB Friedman Development Advisors
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POTENTIAL LOCAL FUNDING SOURCES
Motor Fuel Tax (MFT): Overview

PROGRAM PHASE

ESTIMATED COST

Completion of Initial Planning

$700,000

Land Acquisition

$28,000,000

Management and Implementation Planning
Roadway Tunnel Construction

$2,000,000

1

Illinois Route 131 Relocation

$40,000,000
$6,400,000

Construct Relocated Runway 5/23

$41,900,000

Construct Parallel Taxiway Bridge

$8,900,000

Install New Runway 5/23 NAVAIDS

$5,700,000

Conversion of Existing Runway 5/23 to a Taxiway

$4,000,000

Construct a Parallel Taxiway A & Complete AO A Fencing

$5,100,000

D
R

Per 605 ILCS 5/7-202, MFT funds can be utilized for the
construction and maintenance of qualifying roadways. The
Roadway Tunnel Construction element of the Program, which
has estimated costs of $40 million, appears to be an eligible
use of county or municipal MFT funds. Other components of
the Program may also be eligible for funding with MFT
revenues, subject to legal counsel review.

REPLACEMENT RUNWAY 5/23 PROGRAM ESTIMATED COST

AF
T

The State of Illinois allocates distributive shares of the State
Motor Fuel Tax Fund (SMFT) to municipalities and counties
based on a per capita formula. The June 2019 state capital bill
doubled motor fuel tax rates statewide, and MFT distributions
to municipalities and Lake County are anticipated to increase
by 51% as a result of the new legislation.

Estimated Total Program Cost

$142,700,000

Source: CMT, Replacement Runway 5/23 Financial Plan (September 2019)

SB Friedman Development Advisors
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POTENTIAL LOCAL FUNDING SOURCES
Motor Fuel Tax (MFT): Assumptions

For the purposes of estimating order-of-magnitude MFT revenues that may be available as a
local match, SB Friedman assumed seven communities would dedicate a portion of their new
MFT revenues to the Project. These communities meet at least one of the following criteria:

BEACH PARK

 Overlap the Waukegan Port District boundary;

AF
T

WADSWORTH

 Have corporate headquarters for firms that frequently utilize the Airport.

WAUKEGAN

NORTH
CHICAGO
PARK CITY

LAKE MICHIGAN

LAKE
FOREST
SB Friedman Development Advisors

Source: Esri; SB Friedman

D
R

GURNEE

The estimated percentage of new municipal MFT allocation dedicated to the Project is based
on the extent of a municipality’s overlap with the District boundary and the municipality’s
anticipated benefit from corporate tenants, as summarized below. Additionally, SB Friedman
assumed Lake County would dedicate 5-10% of their new MFT revenues to the Project.

ENTITY

PORTION OF NEW MFT FUNDS
ALLOCATED TO PROJECT

CRITERIA FOR ALLOCATION

Beach Park

5-10%

Within WPD boundary

Gurnee

5-10%

Within WPD boundary

Lake Forest

20-30%

Corporate user headquarters

North Chicago

20-30%

Within WPD boundary; Corporate user headquarters

Park City

5-10%

Within WPD boundary

Wadsworth

5-10%

Within WPD boundary

Waukegan

25-50%

Lake County

5-10%

Within WPD boundary; Contains airport
Contain airport and corporate user headquarters
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POTENTIAL LOCAL FUNDING SOURCES

Motor Fuel Tax (MFT): Revenue Projections and Implementation Challenges

MUNICIPAL MFT PROJECTIONS

COUNTY MFT PROJECTIONS

AF
T

SB Friedman projects that the assumed allocation of municipal MFT funds could generate
a total of approximately $11-21 million in undiscounted revenues over a 20-year period.
This equates to approximately $6-11 million in 2020 dollars, assuming a discount rate of
6.5%.

CHALLENGES TO IMPLEMENTATION

D
R

The assumed allocation of Lake County MFT funds could generate a total of approximately
$6-12 million in undiscounted revenue over the same time period, or $3-6 million in 2020
dollars, assuming a discount rate of 6.5%.

Lake County and the seven communities considered have existing transportation needs
that likely exceed the availability of MFT funds, even with the recent state increase in the
MFT rate. Allocating a portion of new MFT revenues to the Project would require these
communities and Lake County to prioritize the Project over other potential capital
improvements.

SB Friedman Development Advisors

MFT FUNDS
SOURCE
Municipal [2]
Beach Park
Gurnee
Lake Forest
North Chicago
Park City
Wadsworth
Waukegan

County [3]
Lake County

PROJECTED REVENUE
(20-YEAR PERIOD) [1]
$6-11 M

$3-6 M

[1] Assumed: (1) MFT tax rate inflates annually at 1.8%, per historic growth
in CPI; (2) allocation of MFT revenue begins in 2022; (3) discount rate of
6.5%. Revenue estimates are presented in 2020 dollars. [2] Assumed
5-50% of new municipal MFT revenues for seven municipalities that
overlap the District boundary and/or have corporate users is allocated to
the Project. [3] Assumed Lake County allocates 5-10% of new MFT
revenues to the Project.
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POTENTIAL LOCAL FUNDING SOURCES
Tax Increment Financing (TIF) District: Overview

A TIF district is a value capture tool with a 23-year lifetime wherein the
incremental property tax revenues generated within a geographically
defined district are available to fund public and/or private
improvements within the district.

HOW TIF WORKS

AF
T

As the image on the right demonstrates, incremental property tax
revenue is a result of growth in equalized assessed value (EAV) above
the base EAV (EAV at the time the TIF is established).

D
R

Under current Illinois TIF law, an area must meet specific criteria to be
eligible for designation as a TIF district. Criteria primarily relate to the
presence of factors indicating blight. Depending on the type of
district, at least three or five specific eligibility factors must be present
to a meaningful extent and found throughout the area. Additionally,
the area would need to satisfy the “but for” requirement, which states
the area would not reasonably be anticipated to be developed without
the creation of a TIF district.

TIME
Source: SB Friedman

SB Friedman Development Advisors
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POTENTIAL LOCAL FUNDING SOURCES
Tax Increment Financing (TIF) District: Overview
2

There are several existing TIF districts adjacent to the Airport and within the City of
Waukegan:

UGN

 Areas north and west of the Airport are within existing Beach Park TIF Districts.

AF
T

 The City of Waukegan currently has four additional TIF districts, none of which are
adjacent to the Airport.

3

WAUKEGAN

4
5

6

TIF District Name
(Year Designated/Anticipated Expiration Year)
1 Beach Park TIF #4-Green Bay Road (2010/2033)
2 Beach Park TIF #3-Wadsworth/Lewis (2010/2033)
3 Waukegan TIF #7-North Lakefront (2014/2037)
4 Waukegan TIF #8-Downtown TIF (2014/2037)
SB Friedman Development Advisors
5 Waukegan TIF #9-South Lakefront (2014/2037)
6 Waukegan TIF #10-McGaw Business Center (2015/2038)

These districts are all relatively new and are anticipated to expire between 2033 and 2038.
Areas within existing TIF districts are not eligible for inclusion in a new TIF district, and the
presence of several districts in the City of Waukegan may impact the City’s consideration of
creating a new TIF district adjacent to the Airport.

D
R

1

Source: City of Waukegan; Esri; SB Friedman; Village of Beach Park
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POTENTIAL LOCAL FUNDING SOURCES
Tax Increment Financing (TIF) District: Assumptions
2

SB Friedman estimated potential revenue for three possible zones that could comprise a TIF
district within the City of Waukegan, labeled as Zones 1, 2 and 3 in the map. Much of the
land surrounding the Airport comprises residential areas, so Zones 1 and 3 are primarily
residential in land use. Zone 2 contains some industrial land uses.

UGN

ZONE 2

A potential TIF district would need to include the Airport, be a contiguous area, and meet
eligibility criteria outlined in the Illinois TIF Act. The Zones were constructed to illustrate the
order-of-magnitude revenue potential that may be available following creation of a TIF
district. No TIF eligibility analyses were conducted as part of this engagement.

AF
T

ZONE 1

ZONE 3
3

WAUKEGAN

4
5

6

TIF District Name
(Year Designated/Anticipated Expiration Year)
1 Beach Park TIF #4-Green Bay Road (2010/2033)
2 Beach Park TIF #3-Wadsworth/Lewis (2010/2033)
3 Waukegan TIF #7-North Lakefront (2014/2037)
4 Waukegan TIF #8-Downtown TIF (2014/2037)
SB Friedman Development Advisors
5 Waukegan TIF #9-South Lakefront (2014/2037)
6 Waukegan TIF #10-McGaw Business Center (2015/2038)

D
R

1

Source: City of Waukegan; Esri; SB Friedman; Village of Beach Park
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POTENTIAL LOCAL FUNDING SOURCES

Tax Increment Financing (TIF) District: Revenue Projections and Implementation Challenges
Projected revenues over a 20-year period by Zone are
presented in the table on the right.

2

UGN

Implementation of a TIF district for the Project would
be challenging for several reasons. First, an area would
need to be designated a TIF district. In accordance
with IL TIF law, eligibility factors would need to be
present to a meaningful extent and distributed
throughout the district, and the area would need to
satisfy the “but for” requirement.

ZONE 1

AF
T

ZONE 2

ZONE 3
3

WAUKEGAN

4
5

6

TIF District Name
(Year Designated/Anticipated Expiration Year)
1 Beach Park TIF #4-Green Bay Road (2010/2033)
2 Beach Park TIF #3-Wadsworth/Lewis (2010/2033)
3 Waukegan TIF #7-North Lakefront (2014/2037)
4 Waukegan TIF #8-Downtown TIF (2014/2037)
SB Friedman Development Advisors
5 Waukegan TIF #9-South Lakefront (2014/2037)
6 Waukegan TIF #10-McGaw Business Center (2015/2038)

D
R

1

Given the City’s existing TIF districts, a new Projectrelated TIF consisting of one or more of the Zones
could result in a significant portion of the City’s land
area falling within a TIF district. Property tax revenue
generated from non-TIF areas would then need to
support the City’s services and other expenditures
(e.g., debt).
An alternative TIF district, like a transit TIF, could be
explored, but this would require a substantial
amendment to current IL TIF law.

AREA

PROJECTED REVENUE
(20-YEAR PERIOD) [1]

Zone 1

$9 M

Zone 2

$12 M

Zone 3

$7 M

[1] Assumed: (1) TIF district is designated in 2025; (2) no
significant new development occurs within area; (3)
taxable EAV inflates at 1% annually; and (4) discount
rate of 6.5%. Revenue estimates are presented in 2020
dollars.

Source: City of Waukegan; Esri; SB Friedman; Village of
Beach Park
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POTENTIAL LOCAL FUNDING SOURCES

General Fund Revenues: Overview and Implementation Challenges

Many districts use surplus annual revenues (i.e., revenues beyond those required to cover annual operational expenditures and scheduled debt
service) to cover programmed capital infrastructure costs. Available General Fund revenues could be used to support the Project if a district
prioritized the Project over other capital needs, which could involve including the Project in their long-term Capital Improvement Plan. A summary
of recent General Fund surpluses for three relevant districts is present below.
Waukegan Port District. Although the District has recently projected an annual operating surplus of approximately $180,000-$439,000 [1], this
surplus is relatively small and unlikely to cover substantial debt service payments. It is unclear how often the District has experienced surpluses
historically, and whether such funds could be a reliable, long-term revenue source for a smaller bond issuance.



City of Waukegan. The City has experienced operating deficits in three of the last five years (2015-2019). Consistent operating surpluses do not
appear to be available to support the Project in the near term.



Lake County. The County has had annual operating surpluses ranging from $7 million to $32 million within each of the past five years (20142018). The use of at least a portion of the County’s annual operating surplus may therefore be a reliable revenue stream in the near term.

D
R

AF
T



To provide the local match for the Project, a district could pledge a one-time surplus to the Project or dedicate a long-term annual surplus that
could be bonded. In the latter, a district would need to have sufficient bonding capacity to issue bonds for the local match. Bonding capacity
considerations for these districts are presented in Section 3.
[1] Per the Volaire Airport Self-funding Analysis (January 2019), estimated 2020 net income for the Airport is approximately $240,000. However, a more recent data source, the Airport’s 2020 Proposed Budget (provided on
11/27/2019), indicates estimated annual net income (defined as NOI less interest expenses) for the Airport is $439,000 for 2019 and $181,000 for 2020.
SB Friedman Development Advisors

22

POTENTIAL LOCAL FUNDING SOURCES
Property Tax: Overview and Implementation Challenges

In addition to using a portion of existing revenue streams, a district may be able to levy an additional property tax to provide a long-term revenue
stream in support of the Project. However, a district’s ability to levy a property tax can be limited by statutory maximum tax rates, a public approval
process, and/or competitive considerations.

AF
T

A summary of the availability of an increased property tax levy to support the Project for three relevant districts is presented below.
Waukegan Port District. Under the Waukegan Port District Act, the District has the authority to levy a property tax of up to 0.05% of the value
of all taxable property within its boundary. SB Friedman estimates maximum annual property tax collections equal to approximately $700,000
based on the district’s 2018 equalized assessed value.



City of Waukegan. As a home-rule community, the City can levy an additional property tax without first going to referendum.



Lake County. Per 55 ILCS 5, counties in Illinois are subject to a property tax limit of 0.75%. The 2018 tax rate in Lake County was 0.61%.
Therefore, it appears the County has the ability to increase its property tax rate before reaching its statutory limit, which could provide
substantial new revenues. SB Friedman estimates that an approximate County property tax rate increase of 0.02% would likely be sufficient to
satisfy debt service obligations under the pessimistic local funding scenario [1].

D
R



See Section 3 for an evaluation of the bonding authority and capacity of these districts.

[1] Issuance of a bond under the $64.5 million pessimistic scenario would result in annual debt payments of approximately $4.8 million, assuming a 20-year term, 1.5% bond issuance fee, and 4.0% interest rate. The required
property tax rate assumes total taxable assessed value of approximately $24.6 billion within Lake County in 2018 (sourced from 2018 Lake County Comprehensive Annual Financial Report).
SB Friedman Development Advisors
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POTENTIAL LOCAL FUNDING SOURCES
Sales and Use Tax on Aircraft Sales: Overview

The sale of an aircraft in Lake County is subject to Illinois sales and use taxes that
apply to titled or registered items. Locally-imposed sales and use taxes, which apply
to general merchandise, do not apply to aircraft sales.

7.0% SALES TAX BREAKDOWN
FOR TITLED OR REGISTERED ITEMS,
CITY OF WAUKEGAN

D
R

Under current Illinois law, the State can remit state sales tax revenues only to
municipalities and counties. An amendment to Illinois law would therefore be
required to allow other local taxing districts, such as the Waukegan Port District, to
levy an additional sales tax or to receive a portion of the existing sales tax rate.
Alternatively, an intergovernmental agreement (IGA) between the Waukegan Port
District and municipalities and/or Lake County could be used to transfer a portion
of those districts’ sales tax revenues from the sale of aircraft to the District.

Given the unpredictable nature of timing of aircraft sales, revenue from this source
is unlikely to be appropriate as a dedicated, long-term revenue source to support a
bond issuance for the Project. However, aircraft sales tax revenues over time could
provide an additional revenue source in support of debt service payments primarily
backed by other revenue sources.
SB Friedman Development Advisors

0.75%

0.25%
1.0%

6.25% STATE TAX RATE

AF
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As the chart on the right shows, the 7.0% composite sales tax rate that applies to
aircraft sold in the City of Waukegan includes 6.25% in state taxes that are allocated
to the City and County, and 0.75% for the Regional Transportation Authority.

REGIONAL
TRANSPORTATION
AUTHORITY (RTA)
COUNTY
LOCAL

5.0%

STATE

ALLOCATION ENTITY
Source: Illinois Department of Revenue (ILDOR)
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POTENTIAL LOCAL FUNDING SOURCES
Cannabis Tax: Overview

AF
T

The Cannabis Regulation and Tax Act, which allows adults to legally purchase recreational cannabis from licensed dispensaries in Illinois, went into
effect on January 1, 2020. Adult cannabis use is subject to the 6.25% State Retailers’ Occupation Tax, cultivation privilege taxes, excise taxes and
other local retailers’ occupation taxes (in the same manner as other general merchandise). Although 8% of state tax revenue (net of administrative
costs) will be distributed to local governments, those funds are designated to support crime prevention programs. There do not appear to be any
cannabis revenues dedicated to transportation improvements.

D
R

Companion legislation created a Municipal Cannabis Retailers’ Occupation Tax and County Cannabis Retailers’ Occupation Tax, through which a
community or county can impose a local retailers’ occupation tax on the gross receipts from cannabis sales. Limitations on tax rates and actions
taken by taxing entities that overlap the Waukegan Port District boundary and/or contain corporate tenants are summarized in the table below.
Revenue projections would be required to determine the magnitude of these revenues and their viability as a dedicated revenue stream.

LOCALLY-IMPOSED CANNABIS TAX: REGULATIONS AND ADOPTED TAXES
ENTITY

CANNABIS TAX REGULATIONS

Beach Park

Sale of recreational cannabis prohibited [3]

Gurnee

Sale of recreational cannabis prohibited [4]

Lake Forest
North Chicago

ACTIONS TAKEN

Sale of recreational cannabis prohibited [5]
Maximum 3.00%, imposed in 0.25% increments [1]

Park City

---

Wadsworth

Sale of recreational cannabis allowed; 3.0% municipal tax [6]

Waukegan

Sale of recreational cannabis allowed; 3.0% municipal tax [7]

Lake County

Incorporated Areas: 3.00%, imposed in 0.25% increments
Unincorporated Areas: 3.75%, imposed in 0.25% increments [2]

SB Friedman Development Advisors

Incorporated Areas: 3.00% county tax
Unincorporated Areas: 3.75% county tax [8]

[1] 65 ILCS 5/8-11-23 Municipal Cannabis Retailers’ Occupation Tax
Law. [2] 55 ILCS 5/5-1006.8 County Cannabis Retailers’ Occupation Tax
Law. [3] Village of Beach Park, Village Code, Ch. 9.12.130 – Cannabis.
[4] Village of Gurnee, Municipal Code, Ch. 22 Article VII Cannabis
Business Establishment Prohibited. [5] City of Lake Forest, Code of
Ordinances, Ch. 135.029 Illegal Control of Cannabis. [6] Village of
Wadsworth, Village Code, 3-6B-1 Cannabis Retailers’ Occupation Tax.
[7] City of Waukegan, Code of Ordinance, 20-210-20-300 Cannabis
Retailers’ Occupation Tax. [8] Lake County, Code of Ordinances, 34.5558 Cannabis Retailers’ Occupation Tax
25

SUMMARY

Potential Local Funding Sources
LANDING FEE

MOTOR FUEL TAX

TIF

GENERAL FUND
REVENUE

PROPERTY TAX

PROJECTED
REVENUE [1]

$2-4 M

$4-12 M

$9-17 M

$9-28 M

Up to $22 M [2]

Up to $65 M

RESPONSIBLE
ENTITY

Waukegan National
Airport

Waukegan National
Airport

IMPLEMENTATION
CHALLENGES

Need to weigh/ mitigate
potential competitive
disadvantage

Need to weigh/ mitigate
potential competitive
disadvantage

AF
T

EXISTING RATE AND
FEE INCREASE

City of Waukegan

Lake County

Lake County,
City of Waukegan,
Other districts/
municipalities [4]

Project would need to be
prioritized over other
local infrastructure
needs; only available for
roadway costs

Eligibility for TIF
designation likely to be
challenging

Requires shifting of
spending priorities

Requires increase
in levy or shifting of
priorities

D
R

Stakeholder
municipalities [3];
Lake County

[1] Assumes discount rate of 6.5%, and bond issuance by entity with sufficient bonding capacity. Revenue estimates are presented in 2020 dollars. [2] Waukegan Port District and the City of Waukegan do not appear to have sufficient General
Fund surpluses to dedicate to the Project. The projected revenue presented assumes only Lake County dedicates a portion of its recent annual General Fund surplus to the Project. Projected revenue over 20-year period assumes: (A) Lake
County dedicates 10% of its average annual surplus to the Project; (B) Lake County has $21.3 million average annual surplus (2014-2018 average); (C) General Fund allocation begins in 2022; and (D) discount rate of 6.5%. Revenue estimates are
presented in 2020 dollars. [3] Any community in Lake County could potentially allocate a portion of their MFT revenue to the Project. However, the Assessment only considered seven communities that overlap the Waukegan Port District
boundary and/or have corporate headquarters for firms that frequently utilize Waukegan National Airport. [4] A community that overlaps the Waukegan Port District boundary and/or benefits from the Airport’s corporate tenants could
potentially levy an additional sales tax for the Project. The Assessment only evaluated bonding authority and capacity for the City of Waukegan.
SB Friedman Development Advisors
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03 BONDING AUTHORITY AND CAPACITY
BY DISTRICT

BONDING AUTHORITY AND CAPACITY BY DISTRICT
Overview

Once dedicated long-term revenue stream(s) for debt repayment are identified, it will be necessary to identify an appropriate entity to issue bonds
to finance construction of the Runway 5/23 Replacement Program. State and national statutes determine the types of bonds and bond amounts
that different entities can issue. In cases where a statute does not restrict the bonding capacity of an entity, bond issuance is limited by market
norms, i.e., bond ratings.



Bonding authority is the ability of an entity to issue a bond as
provided under an authorizing statute, including Illinois and other
statutes.

D
R



AF
T

SB Friedman evaluated the bonding authority and capacity of several entities.

Bonding capacity is the estimated maximum amount of
additional bonds an entity can issue given limitations outlined in
authorizing statutes and/or market norms.

SB Friedman Development Advisors

POTENTIAL BONDING ENTITIES
Waukegan Port District
City of Waukegan
Lake County
Lake County Partners
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
Waukegan Port District: Overview

The Waukegan National Airport is owned by the Waukegan Port District (WPD) (the
“District”), a political district established by the Waukegan Port District Act (70 ILCS
1865).

WADSWORTH

WAUKEGAN PORT DISTRICT

As demonstrated by the map on the left, the District boundary includes the entirety of
the City of Waukegan and portions of Beach Park, Wadsworth, Gurnee, Park City and
North Chicago.

AF
T

BEACH
PARK

D
R

Per the Waukegan Port District Act, the District has the authority to levy a property tax
of up to 0.05% of the value of all taxable property within its boundary. The District does
not currently levy a property tax.

GURNEE

WAUKEGAN

NORTH
CHICAGO

PARK CITY

SB Friedman Development Advisors

Source: Esri; Lake County; SB Friedman; Waukegan Port District

29

BONDING AUTHORITY AND CAPACITY BY DISTRICT
Waukegan Port District: Bonding Capacity

AF
T

The District’s capacity to issue bonds is limited by the statutory 0.05% property tax maximum. In order for the District to issue new bonds, it must
pledge sufficient revenues (e.g., operating revenues, property tax revenues) to cover required debt service payments. Thus, annual debt service
payments sourced from property taxes cannot exceed the maximum property tax revenue the District can collect each year, which is currently
approximately $700,000 [1].

REVENUES
FOR CURRENT
BOND REPAYMENT

D
R

As of 2019, the District has two outstanding bond issuances with annual payments totaling approximately $850,000 [2][3]. Debt service for the 2015
and 2019 series are payable from: first, net operating revenues from the Waukegan Harbor; second, net operating revenues from the Airport; third,
other legally available and appropriate funds; and fourth, property tax collections. Based on discussions with the Airport, it appears that use of the
District’s property tax authority to cover a portion of debt service on the outstanding bonds may be required in the near future.

OPERATING SURPLUS

WAUKEGAN HARBOR

PROPERTY TAX COLLECTIONS

WAUKEGAN NATIONAL AIRPORT

PRIMARY SOURCE

WAUKEGAN PORT DISTRICT

SECONDARY SOURCE

[1] Statutory maximum annual property tax collections were estimated given a total equalized assessed value (EAV) of approximately $1.4 billion within the Waukegan Port District in 2018, sourced from Waukegan Port District
General Obligation Bond Series 2019, Equalized Assessed Valuation Certificate (provided by Waukegan Port District on 12/10/2019). [2] Outstanding bonds in 2019 include General Obligation Bonds (Alternate Revenue Source),
Series 2015 and General Obligation Bonds (Alternate Revenue Source) Series 2019. [3] Annual debt service payments in 2019 were sourced from Waukegan Port District General Obligation Bond Series 2019, Exhibit A: Coverage
Table (provided by Waukegan Port District on 12/10/2019).
SB Friedman Development Advisors
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
Waukegan Port District: Bonding Capacity

$1,000,000

D
R

IT APPEARS UNLIKELY THAT THE DISTRICT COULD ISSUE BONDS
BACKED BY PROPERTY TAX REVENUES

SB Friedman Development Advisors

$853,613
MAXIMUM ANNUAL
PROPERTY TAX LEVY [3]

$700,000

AF
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As the chart on the right demonstrates, annual debt service payments for existing
obligations that have the District’s property tax levy as a backstop exceed the
maximum property tax levy for the District [1]. While the District has not yet utilized
its property tax levy to cover debt service, the 2019 issuance provided for an annual
levy of approximately $184,000 to cover required debt service through maturity of
the bonds. Given that a portion of future debt service payments for the larger 2015
issuance will also likely be made using the District’s property tax revenues, it appears
the District will be limited in the amount of property tax revenues it could levy for
additional bonds related to the Project in the near term. The availability of the
District’s property tax revenues will continue to be limited for at least the next
15 years, as the 2015 issuance matures in 2035 [2].

$500,000

$0

ANNUAL DEBT
SERVICE PAYMENTS [4]
[1] While the District can levy property taxes beyond the statutory debt limit to meet
existing obligations, it is unlikely the District can continue to use its property tax authority
as a backstop for additional new bond issuances. [2] General Obligation Bond Series 2015
has a 20-year term and a maturity date of 11/5/2035. General Obligation Bond Series 2019
has a 20-year term and a maturity date of 6/1/2039. [3] Maximum annual property tax levy
estimated based on total equalized assessed value (EAV) of approximately $1.4 billion
within the Waukegan Port District in 2018 (sourced from Waukegan Port District General
Obligation Bond Series 2019, Equalized Assessed Valuation Certificate) and the statutory
0.05% property tax maximum. [4] Waukegan Port District General Obligation Bond Series
2019, Exhibit A: Coverage Table.
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
City of Waukegan: Statutory and Market-Driven Debt Limitations
The City of Waukegan (the “City”) is a home rule municipality, a status
granted by the IL Constitution to municipalities with a population greater
than 25,000. Per 65 ILCS 5/8-5-1, home rule municipalities are not
subject to municipal debt limits.

MOODY’S LONG-TERM RATINGS

D
R

Although no statutory debt limits apply to the City, the City’s ability to
issue debt is limited by market norms. Credit rating agencies, such as
Moody’s and Standard & Poor’s, evaluate the credit quality of bond
offerings and assign them ratings. These ratings impact the borrower’s
financing costs, and thus their ability to issue additional bonds.

The chart on the right demonstrates the Moody’s ratings scale for
investment-grade (medium to high quality) obligations. Details on the
rating scale and definitions for long-term investment-grade ratings are
provided in the Appendix.

INVESTMENT GRADE

AF
T

Aaa

HIGHEST QUALITY
MINIMAL CREDIT RISK

Aa1
Aa2
Aa3
A1
A2

HIGH QUALITY
LOW CREDIT RISK

UPPER-MEDIUM GRADE
MODERATE CREDIT RISK

A3
Baa1
Baa2

MEDIUM GRADE
MODERATE CREDIT RISK

Baa3
Source: Moody’s

SB Friedman Development Advisors
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
City of Waukegan: Recent Bond Rating

The City most recently issued general obligation (GO) bonds in 2018 [1].
Moody’s assigned an A2 rating to these bonds, and cited the following
factors as potential risks:
The City’s growing debt burden; and



Declines in operating revenues and/or available liquidity relative to

D
R

SB Friedman analyzed the potential impact of an additional bond
issuance on these risk factors.

INVESTMENT GRADE

the City’s budget.

Aaa

AF
T



MOODY’S LONG-TERM RATINGS

Aa1
Aa2
Aa3
A1
A2
A3

GO BONDS
SERIES 2018

Baa1
Baa2
Baa3

[1] City of Waukegan General Obligation Bonds, Series 2018
Source: Moody’s
SB Friedman Development Advisors
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
City of Waukegan: Debt Capacity Factors

SB Friedman considered three metrics identified by Moody’s that relate to the City’s debt burden and relative operating revenues, which were
identified as possible risk factors for the City’s 2018 bond issuance. The graphs below demonstrate how the City’s most recent financial conditions
in fiscal year 2019 correlate to Moody’s rating criteria [1].

Aa

0

DEBT TO
OPERATING REVENUE

Baa

5

0.82
Aaa

0

A

Aa
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R

Aaa

DEBT TO EAV

8.4%
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T

2019 FINANCES

10

A

Aaa

1

5-YEAR AVERAGE
OPERATING REVENUES/
OPERATING EXPENDITURES

Aa
2

A
1.02

1

Baa
3

A

Baa
0.98

4

0.924
Ba

0.96

0.94

Baa

5

B & Below
0.92

0.9

[1] City of Waukegan FY 2019 Comprehensive Annual Report
Source: City of Waukegan; Moody’s Investors Service; SB Friedman
SB Friedman Development Advisors
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
City of Waukegan: Ratings Assuming New Debt

FINANCES ASSUMING ADDITIONAL $7.8 M BOND

2019 FINANCES
Aa

0

DEBT TO
OPERATING REVENUE

A

D
R

Aaa

DEBT TO EAV

AF
T

While credit rating agencies consider additional factors and apply weighting, SB Friedman used the three metrics below as a proxy for the
potential impact additional debt issuances could have on the City’s future bond ratings and ability to issue investment-grade debt. Using typical
bond terms, SB Friedman estimated the maximum bond amount that could be issued before resulting in a lower rating category for the metrics
below. A bond issuance of $7.8 million reduces the ratio of operating revenues to expenditures rating from Ba to B & Below and shifts the rating of
the debt to EAV ratio towards the lower end of the Baa scale [1]. It seems likely that a larger issuance in support of the Project would negatively
impact the City’s bond ratings, increasing the cost of financing and possibly limiting the City’s bonding capacity for other projects.

Aa

Baa

5

0.82 0.89
Aaa

8.4% 9.1%

10

A

0

1

Baa
2

3

4

5

0.924 0.918
5-YEAR AVERAGE
OPERATING REVENUES/
OPERATING EXPENDITURES
SB Friedman Development Advisors

A
1.02

1

Baa
0.98

Ba
0.96

0.94

B & Below
0.92

[1] Assumes a 20-year term, 1.5% bond issuance fee, and 5.0% interest rate. Source: City of Waukegan; Moody’s Investors Service; SB Friedman
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
City of Waukegan: Ability to Pay New Debt Service Using Existing Revenues

In addition to considering the City’s bonding capacity based on debt ratings, the City would need to identify a revenue source for debt service
payments associated with any new bond issuance for the Project. The hypothetical $7.8 million bond from the previous slide would require annual
debt payments of approximately $626,000 [1].

2015

2016

2017

2018

2019

$94,318,000

$94,654,000

$93,822,000

$94,726,000

D
R

OPERATING REVENUES AND EXPENSES, 2015-2019 [2]
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As the table below demonstrates, the City has experienced operating deficits in three of the last five years. Unless recent deficits are an anomaly,
there do not appear to be consistently available City revenues to support a new bond offering.

Operating Revenue

$93,408,000

Operating Expenses

$92,960,000

$128,854,000

$92,277,000

$95,055,000

$109,080,000

Surplus/Deficit

$448,000

$(34,536,000)

$2,377,000

$(1,233,000)

$(14,354,000)

[1] Assumes a 20-year term, 1.5% bond issuance fee, and 5.0% interest rate. [2] Operating Revenue is defined as Total Governmental Activities Program Revenues plus revenues for Total Governmental Activities. Operating
Expenses is defined as Total Governmental Activities Expenses. Sourced from City of Waukegan 2019 Comprehensive Annual Financial Report, Change in Net Position.
Source: City of Waukegan; SB Friedman
SB Friedman Development Advisors
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
City of Waukegan: Ability to Pay New Debt Service with New Tax Revenues

As a home rule community, the City of Waukegan could increase existing tax rates to cover additional debt service to support the Program.
However, the City has already increased its sales, food and beverage, and hotel/motel taxes since 2011. As the table below demonstrates, current
City tax rates are equal to or greater than those for adjacent or peer communities in Lake County. This may limit the City’s ability to adopt
additional taxes to cover significant new debt and remain competitive.
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Municipality (population) [1]

Effective Property Tax

Sales Tax

Food and Beverage Tax

Hotel/Motel Tax

Waukegan (pop. 88,000) [2]

4.4%

8.5%

1.0%

6.0%

8.0%

1.0%

6.0% [3]

8.0%

1.0%

9.5%

4.3%

7.0%

--

--

3.4%

8.0%

2.0%

5.0%

3.1%

8.0%

--

5.0%

3.1%

8.0% [4]

1.0%

6.0%

Wheeling (pop. 38,300)

3.4%

8.0% [4]

1.0%

6.0%

Mundelein (pop. 31,800)

3.7%

8.0%

--

5.0%

Highland Park (pop. 29,800)

2.6%

8.0%

1.0%

5.0%

3.0% (median)

--

--

--

Gurnee (pop. 31,000)

3.0%

North Chicago (pop. 30,000)

5.6%

Beach Park (pop. 13,600)
Park City (pop. 7,400)
Wadsworth (pop. 3,700)
Buffalo Grove (pop. 41,600)

LAKE COUNTY COMMUNITIES

D
R

PEER
COMMUNITY

NEIGHBORING
COMMUNITY

TAXES IN NEIGHBORING OR HIGH POPULATION COMMUNITIES

[1] Population data from 2017 5-Year American Community Survey. [2] Home rule sales tax increased from 1.0% to 1.25% in 2015 and from 1.25% to 1.5% in 2018. Food and beverage tax was Introduced in 2011. Hotel/motel tax
increased from 5.0% to 6.0% in 2013. [3] Additional resort taxes apply for properties meeting certain conditions. [4] Sales tax applies to portion of municipality in Lake County.
Source: Municipalities; Lake County Clerk; Illinois Department of Revenue; SB Friedman
SB Friedman Development Advisors
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
City of Waukegan: Summary of Bonding Capacity

Repayment options
may be limited

New bond issuance is
policy issue for City

Bond Capacity. It appears any substantial
new bond issuance could result in a lower
bond rating than the City was able to achieve
for its 2018 GO issuance.

Debt Repayment. Recent operating deficits
indicate the City’s current operating revenues
may not be able to support new debt service
payments. Levying new taxes would likely
reduce the City’s competitiveness given its
relatively high tax burden.

Policy Issue. The City could choose to
prioritize the Project above current and
future obligations by reducing spending
and/or raising taxes to fund the Project.
These actions may affect the City’s ability to
issue bonds for other purposes and reduce
the City’s competitiveness.

D
R
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New bond issuances
may have lower ratings

IT IS UNLIKELY THAT THE CITY OF WAUKEGAN COULD ISSUE GENERAL
OBLIGATION BONDS WITHOUT INCREASING PROPERTY TAXES
SB Friedman Development Advisors

38

BONDING AUTHORITY AND CAPACITY BY DISTRICT
Lake County: Statutory and Market-Driven Debt Limitations

Per 55 ILCS 5/5-1012, counties in Illinois are subject to a debt limit of
5.75% of the value of taxable property within the county. The statutory
debt limit for Lake County is therefore approximately $1.4 billion [1].
$1,500,000,000

D
R
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T

The County has existing debt totaling about $251 million [2]. Therefore,
the County could issue about $1.2 billion in new debt before reaching
the statutory debt limit. This value is far above the local funding share
required by the Project. Thus, county statutory debt limitations do not
appear to constrain the County’s capacity to issue new bonds for the
Project.
However, as with the City of Waukegan, the County’s ability to issue new
debt is constrained by market norms. The County must consider the
impact of new debt on its credit rating and associated financing costs.

$1.4 B

STATUTORY
DEBT LIMIT [1]

$1,000,000,000

$1.2 B

NEW DEBT
CAPACITY

$251 M

EXISTING DEBT [2]

$500,000,000

$-

[1] Statutory debt limitation was estimated given a total taxable assessed value of approximately $24.6 billion within Lake County in 2018 (sourced from 2018 Lake County Comprehensive Annual Financial Report). [2] Existing total
primary government debt totaled approximately $251 million in 2018 (sourced from 2018 Lake County Comprehensive Annual Financial Report).
SB Friedman Development Advisors
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
Lake County: Recent Bond Rating

The County most recently issued general obligation (GO) bonds in 2019
[1]. Moody’s assigned an Aaa rating to these bonds, indicating the
highest possible rating and minimal credit risk. Moody’s cited a
substantial increase in debt burden as a potential long-term risk.
SB Friedman therefore analyzed the potential impact of an additional
bond issuance on this condition.

MOODY’S LONG-TERM RATINGS [2]

INVESTMENT GRADE

D
R

AF
T

Aaa
Aa1

GO BONDS
SERIES 2019

Aa2
Aa3
A1
A2
A3
Baa1
Baa2
Baa3

[1] Lake County General Obligation Refunding Bonds, Series 2019. [2] See Appendix for detailed rating scale and
definitions for investment-grade long-term ratings.
Source: Moody’s
SB Friedman Development Advisors
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
Lake County: Debt Capacity Factors

2018 FINANCES
0.73%

0

A

0.46
Aaa

DEBT TO
OPERATING REVENUE

Aa

D
R

Aaa

DEBT TO EAV

Aa

0

AF
T

SB Friedman considered two metrics identified by Moody’s that relate to the County’s debt burden. The graphs below demonstrate the Moody’s
ratings that correspond to the County’s most recent financial conditions in fiscal year 2018 [1].

5

10

A

1

2

Baa

Baa
3

4

5

[1] Lake County FY 2018 Comprehensive Annual Report
Source: Lake County; Moody’s Investors Service; SB Friedman
SB Friedman Development Advisors
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
Lake County: Ratings Assuming New Debt

AF
T

SB Friedman used the two metrics below as a proxy for the potential impact additional debt issuances could have on the County’s future bond
ratings and ability to issue investment-grade debt. SB Friedman evaluated the impact of the maximum bond issuance required to fund the
anticipated local match for the Program on ratings for the metrics below. As demonstrated below, $64.5 million in new County bond issuance—the
full share of local funding required for the Project in the pessimistic scenario—results in a lower rating for both metrics, but these ratings remain at
the A or Aa rating level. It therefore seems likely the County could issue $64.5 million in bonds for the Project without significantly impacting bond
ratings.
FINANCES ASSUMING ADDITIONAL $64.5 M BOND ISSUANCE

2018 FINANCES

Aaa

DEBT TO EAV
0

Aa

A

0.46 0.63
Aaa

DEBT TO
OPERATING REVENUE

D
R

0.73% 1.0%

Aa

0

Baa
5

10

A
1

Baa
2

3

4

5

Source: Lake County; Moody’s Investors Service; SB Friedman
SB Friedman Development Advisors
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
Lake County: Ability to Pay New Debt Service Using Existing Budget

2014
Operating Revenue

$397,271,347

Operating Expenses

$389,812,496

Surplus/Deficit

$7,458,851

2015

2016

2017

2018

$390,592,782

$386,062,699

$377,906,023

$391,738,610

$365,080,813

$374,611,160

$346,144,017

$361,275,971

$25,511,969

$11,451,539

$31,762,006

$30,462,639

D
R

OPERATING REVENUES AND EXPENSES, 2014-2018 [2]
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In order to issue $64.5 million in bonds for the Project, the County would need to identify a revenue source for debt service payments of
approximately $4.8 million every year [1]. As the table below demonstrates, the County has had operating surpluses greater than this estimated
annual debt payment for each of the past five years. However, these funds are generally committed: the County utilizes General Fund revenues for
capital projects and carries over unused funds from prior fiscal years for ongoing and future projects. As of 2018, budgeted dollars for planned
capital projects totaled $70 million. Thus, utilizing the County’s operating surplus as a source of debt repayment would require the Project be
incorporated into the County’s Capital Improvement Plan and therefore be prioritized above current and/or future capital projects.

[1] Assumes a 20-year term, 1.5% bond issuance fee, and 4.0% interest rate. [2] Operating Revenue is defined as Total Governmental Activities Program Revenues plus revenues for Total Governmental Activities. Operating
Expenses is defined as Total Governmental Activities Expenses. Sourced from Lake County 2018 Comprehensive Annual Financial Report, Changes in Net Position.
Source: Lake County; SB Friedman
SB Friedman Development Advisors
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
Lake County: Ability to Pay New Debt Service with New Tax Revenues
0.80%

0.75%

STATUTORY
TAX LIMIT

0.63%

EXISTING 0.61%
PROPERTY TAX [1]

AF
T

The County could generate new revenue to pay additional debt service
by increasing its property tax. According to 55 ILCS 5, counties in
Illinois have a statutory tax limitation of 0.75% of property value. The
County’s current tax rate is 0.61% [1]. Thus, the County could increase
its property tax to pay annual debt payments. SB Friedman estimates
that an approximate County property tax rate increase of 0.02% would
likely be sufficient to satisfy debt service obligations under the
pessimistic local funding scenario [2].

APPROXIMATE
PROPERTY TAX
REQUIRED TO MEET
PESSIMISTIC DEBT
SERVICE OBLIGATIONS [2]

0.40%

D
R

However, as the table below demonstrates, a property tax increase
may affect the County’s competitive position relative to adjacent
counties.
2018 PROPERTY TAX RATES IN NEIGHBORING COUNTIES
County

Property Tax [3]

Property Tax Extension [4]

Lake

0.61%

$165,000,000

Cook

0.32%

$775,000,000

McHenry

0.83%

$70,000,000

SB Friedman Development Advisors

0.00%

PROPERTY TAX RATES

[1] 2018 property tax rate (sourced from Lake County). [2] Issuance of a bond under the $64.5 million pessimistic
scenario would result in annual debt payments of approximately $4.8 million, assuming a 20-year term, 1.5%
bond issuance fee, and 4.0% interest rate. The required property tax rate assumes total taxable assessed value
of approximately $24.6 billion within Lake County in 2018 (sourced from 2018 Lake County Comprehensive
Annual Financial Report). [3] Sourced from Cook County Treasurer, Lake County Treasurer, and McHenry
County Treasurer. [4] Property tax extension is the dollar amount a taxing district will receive after statutory
limits are applied. Values are for 2018 and rounded to the nearest million. Sourced from Cook County Clerk,
Lake County Clerk, and McHenry County Clerk.
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
Lake County: Summary of Bonding Capacity

Debt
Repayment.
Recent
operating
surpluses indicate the County’s current
budget may be able to accommodate new
debt service payments. However, this would
require the that the Project be included in
the County’s Capital Improvement Plan.
Alternately, the County could choose to
increase its property tax to provide a
dedicated revenue stream to fund debt
service for the Program.

AF
T

New Bond Capacity. It appears an additional
$64.5 million bond issuance—equal to the
share of local funding required in the
pessimistic scenario—would not result in a
lower bond rating than the County was able
to achieve for its 2018 GO issuance.

Repayment options include
existing budget and additional
property tax

New bond issuance is
policy issue for County
Policy Issue. The County could choose to
prioritize the Project above other planned
capital improvements by shifting spending
and/or raising taxes to fund the Project.

D
R

Potential for up to $64.5 M
in new bonding capacity

IT APPEARS LAKE COUNTY HAS CAPACITY TO ISSUE
GENERAL OBLIGATION BONDS TO SUPPORT THE PROJECT
SB Friedman Development Advisors
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BONDING AUTHORITY AND CAPACITY BY DISTRICT
Lake County Partners: Overview

As of January 2020, up to $100 million in volume cap allocation appears to be available,
though availability changes annually [1]. Airport improvements, including runways, are
typically eligible uses for PABs and can even be considered exempt facilities not subject
to the volume cap.

D
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LAKE COUNTY

Lake County Partners is a private, non-profit economic development corporation that
manages pooled volume cap (i.e., bonding capacity) for private activity bonds (PABs)
allocated to communities in Lake County. PABs are tax-exempt bonds that provide lowcost financing for qualifying projects.
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T

32 PARTNER
MUNICIPALITIES

A dedicated private revenue stream (e.g., user fees, lease revenues, property tax
increment from private development) would need to be identified as a source of debt
repayment. Bond counsel would need to definitively determine if the Project or Project
components are eligible for PABs.

IT APPEARS PRIVATE ACTIVITY BONDS COULD POSSIBLY BE
USED WITH AN APPROPRIATE REVENUE STREAM
SB Friedman Development Advisors

[1] Lake County Partners (email dated 1/27/2020)
Map illustrates Lake County Partners communities, not necessarily communities contributing to the pooled volume cap allocation.
Source: Esri; Lake County; Lake County Partners; SB Friedman
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SUMMARY

Potential Bonding Options
WAUKEGAN PORT
DISTRICT

Up to $65M

Up to $65M

Existing rate and fee
increase;
new landing fee;
other private revenue
stream
Competitive
considerations;
may require backing
from another source

Special Revenue

AF
T

General Obligation
Limited

Depends on
Revenue Source

CITY OF WAUKEGAN

Limited

POTENTIAL FUNDING
SOURCE

Existing rate and
fee increase;
new landing fee

D
R

POTENTIAL BONDING
CAPACITY [1]

LAKE COUNTY

PRIVATE ACTIVITY
BONDS (LAKE
COUNTY PARTNERS)

New property tax
revenues;
new sales or other taxes

Portion of new
MFT revenues;
TIF

Current countywide
operating surplus/
revenue streams; new
property tax
revenues; portion of
new MFT revenues

IMPLEMENTATION
CHALLENGES

Would need backing
from a non-WPD
property tax source

New debt issuances may
have lower ratings;
new taxes may cause
competitive challenges

Would likely need
backing from
another source

Requires prioritizing
project at county
level and/or new
property tax levy

SB Friedman Development Advisors

[1] Assumes bond issuance by entity with sufficient bonding capacity and appropriate dedicated revenue streams.
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04 CONCLUSION

CONCLUSION

Summary and Next Steps

The table on the following page demonstrates the potential order of magnitude revenues under the various funding sources evaluated. It appears
only one source of funding—a Lake County property tax—could generate sufficient funds to satisfy the full $34.1-64.5 million local funding match
on its own. Otherwise, a combination of funding options are likely to be needed to generate sufficient revenues.
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Using the information provided in this Assessment, the Task Force may elect to do the following in order to formalize a local funding plan for the
Project:
Identify preferred funding stream(s) to pursue.



Identify appropriate bond issuer(s) and mechanism given preferred funding stream(s).



Engage bond counsel to confirm viable bonding options and identify key considerations for structuring bond transactions.



Identify additional feasibility analyses, as needed, for the type of bonds issued.



Define cost sharing mechanism to allocate costs between Airport users and various stakeholder political districts.

SB Friedman Development Advisors
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CONCLUSION

Order of Magnitude Revenue Estimates by Financing Option
REVENUE SOURCE

MOTOR FUEL TAX

TIF

GENERAL FUND
REVENUE

PROPERTY TAX
Limited given statutory
tax limitation and
existing debt
obligations

Potential for $4-12 M

--

--

CITY OF WAUKEGAN

--

--

Potential for $4-7 M

Potential for $9-28 M

Limited given recent
operating deficits

Limited given relatively
high tax rate

LAKE COUNTY

--

--

Potential for $3-6 M

--

Potential for $22 M
given recent operating
surpluses

Potential for $65 M

LAKE COUNTY
PARTNERS

Potential for $2-4 M

Potential for $4-12 M

Potential for $6-11 M

Potential for $9-28 M

--

--

Need to consider
competitive
disadvantage

Requires prioritization
over other infrastructure
needs; complicated
structuring if multiple
municipalities allocate
funds

Eligibility for
designation is likely
challenging

Requires prioritization
over other infrastructure
needs

Requires prioritization
over other needs; need
to consider competitive
disadvantage of new tax

IMPLEMENTATION
CHALLENGES

SB Friedman Development Advisors

Need to consider
competitive
disadvantage

D
R

Potential for $2-4 M

Limited given relatively
small-scale surplus,
unknown consistency,
existing debt service

WAUKEGAN PORT
DISTRICT
BOND ISSUER

LANDING FEE

AF
T

EXISTING RATE AND
FEE INCREASE
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05 APPENDIX

APPENDIX

Moody’s Rating Scale and Definitions for Investment-Grade Long-Term Ratings
Investment-Grade
Long-Term Ratings

Highest quality with minimal risk

Long-Term
Categories
Aaa

AF
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Aaa

Long-Term Rating Definitions

Aa1

Aa

High quality and subject to very low credit risk

Aa2

A

Baa

D
R

Aa3

Upper-medium-grade and subject to low credit risk

Subject to moderate credit risk; considered mediumgrade and as such may possess speculative
characteristics

A1

A2
A3
Baa1
Baa2
Baa3

Source: Moody’s Investors Service

SB Friedman Development Advisors
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Limitations of Our Engagement
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Our report is based on estimates, assumptions and other information developed from research of local government fiscal policies, knowledge of the
industry, and meetings during which we obtained certain information. The sources of information and bases of the estimates and assumptions are
stated in the report. While sources used are ones which we deem reliable, no guarantee can be made as to their accuracy. Some assumptions
inevitably will not materialize, and unanticipated events and circumstances may occur; therefore, actual results achieved during the period covered
by our analysis will vary from those described in our report, and the variations may be material.
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The terms of this engagement are such that we have no obligation to revise the report to reflect events or conditions that occur subsequent to the
date of the report. These events or conditions include, without limitation, economic growth trends, governmental actions, changes in state statute
or municipal ordinances, interest rates, and other market factors. However, we will be available to discuss the necessity for revision in view of
changes in the economic or market factors affecting the proposed project.
Our report and the preliminary order of magnitude projections prepared under this engagement are intended solely for your information, for
evaluating which funding sources to further explore, and should not be relied upon for any other purposes. This report is not a recommendation to
issue bonds or other securities. Otherwise, neither the report nor its contents, nor any reference to our Firm, may be included or quoted in any
offering circular or registration statement, appraisal, sales brochure, prospectus, loan or other agreement or document without our prior written
consent. Our work products are not intended to constitute advice for the client to issue (or refrain from issuing) specific municipal securities.
We acknowledge that upon submission to the Waukegan Port District the report may become a public document within the meaning of the
Freedom of Information Act. Nothing in these limitations is intended to block the disclosure of the documents under such Act.

SB Friedman Development Advisors
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