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Why does the Airport
Need an Interim Facility?

• Gate capacity is 
limited

• 43 planes park at the 
Airport overnight on 
average, but we only 
have 30 gates to load 
them for the first push
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• Airport is already ground boarding planes and has 
experienced delays when no gates are available for an aircraft 
to deplane

• Limited gate availability limits availability of new routes



SJC’s unprecedented growth leads to a
surge in passengers per gate
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2018 passenger estimates are based on flights scheduled to start in 2018.
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Gate Chart

FIS Gates & Terminal B, Gates 19-24
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Interim Facility
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Interim Facility Plan
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Interim Facility Cost/
Schedule

• Total Project Cost - $50 million, +/- 15%

• Target Completion Date: June 2019 for 
operations in July 2019

• Funding through commercial paper
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Estimated ROI
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@ $50 million cost @ $58 million cost

Estimated Life of Interim Facility 5 – 7 years

6 Year Projected Net Revenue:
4 Interim Gates
Additional Net Passenger Revenue

Total

$19 million
$42 million
$61 million

Average Annual Net Revenue $10.3 million

ROI 4.8 years 5.6 years

Comments:
• Airlines have approved this project and agreed to pay for it
• Economic impact is $135 million annually
• Cost of not doing this:

o Constraining airline growth
o Loss of economic impact for the City of San Jose



Estimated Impact to 
Airline Rates
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FY18 Budget Annual Change

• O&M = $15M

• Interim Gates
= $7M

• R&R = $2M

Estimated FY20

CPE $10.36 $10.33

Landing Fee $2.45 $2.30

Terminal Rate $172 $200

Preferential Gate $633K $715K

Expectation is to pay for the Interim Facility using Commercial Paper (“CP”).  The plan is 
to pay off the CP within six years, by FY26.
• Debt Service drops by $13 million a year starting in FY23
• Minimum CP payments made in FY20 through FY22, with higher CP payments made 

in FY23 through FY25
• Result will be stable and predictable CPE for the Airlines



Design Build Justification
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Design-Build

• Design-Build allowed when:
1. Cost exceeds $5 million; and
2. City Council finds that design-build would save 

money or result in faster project completion

• City has used Design-Build for:
– Mineta San Jose International Airport Terminal Area 

Improvement Program - Phase I
– San Jose McEnery Convention Center Expansion 

Project
– The United States Patent and Trademark Office
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Design-Build Justification

Design-Build:

• Reduces risk as contracts can include a 
guaranteed maximum price

• Schedule savings as the design and build process 
are more efficient

– Design Build has an overall delivery speed of 33.5% 
faster than Design-Bid-Build

• Cost savings – Based on data from Leland Saylor 
Associates, a cost savings of some $5.65 million
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Environmental 
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Approvals

• The Director of Planning, Building and Code 
Enforcement approved the Eleventh Addendum to 
the Airport Master Plan Environmental Impact 
Report (EIR)

– This finds that the Project will not have any 
significantly new environmental impacts

– No new mitigation is required

– No subsequent or supplemental EIR required
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Municipal Code

• Project meets Municipal Code prerequisites 

– Annual passenger volume needs to exceed 11.2 m

• Airport exceeded 11.2 million passengers in April 2017 
and is project to have 14 million passengers by Dec 2018

– Certain transportation items need to be met

• Airport and VTA have competed road projects identified 
in the Municipal Code

• Airport is working with VTA on public transit options as 
outlined in the Master Plan and ASTRA
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Airlines

• Airlines understand the need for additional 
gates

• Airport has received formal Airline MII 
approval for this capital project per the airline 
lease agreement

• Cost of building the Interim Facility would be 
rolled into the rates and charges per the 
airline lease agreement
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Airport Recommendation
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Airport 
Recommendation

As detailed in the Council Memo:
• Approve the use of a design-build procurement 

to construct an Interim Facility at the Airport
• Approve the RFP and evaluation criteria/process
• Authorize Director of Public Works to issue 

addenda or other such revisions
• Adopt a resolution finding that Airport traffic and 

transit improvement conditions have been met 
and City may proceed to expand the number of 
gates beyond the existing thirty (30)
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