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STAFF REPORT
SUBJECT:
AN ORDINANCE increasing certain fees at King County International Airport.
SUMMARY:
Proposed Ordinance 2005-0422 would increase certain fees charged to users of King County International Airport (KCIA) in 2006.  The landing fee for aircraft would increase from 65 cents per 1,000 lbs to 70 cents per 1000 lbs; the fuel flowage fee for Jet A aviation fuel would increase from 6.5 cents per gallon to 7.0 cents per gallon, and the monthly tie-down fee for aircraft would increase from $72 to $80.
BACKGROUND:
The Airport Financial Plan assumes fee increases in 2006 and subsequent years.  For 2006, fee increases are included in Proposed Ordinance 2005-0422.  Each fee is discussed separately.  The following table shows the total revenue to the Airport operating financial plan.   The fee increases affect the revenue sources in italics.

	Revenue Source
	2004 Actual
	2005 Adopted
	2005 2nd Qtr Revised
	2006 Request
	2007 Estimated
	2008 Estimated

	Airport Landing Fees
	$326,217
	$308,548
	$586,663
	$471,801
	$687,072
	$732,877

	Airport Fuel Flowage Fees
	1,156,346
	983,280
	1,371,726
	1,043,799
	1,576,681
	1,576,681

	Aircraft Parking (Hangers, Tie-Downs)
	687,976
	731,080
	645,900


	698,430
	713,132
	735,124

	Facilities Rental
	7,663,676
	6,899,444
	6,434,179
	6,658,895
	7,243,143
	7,616,400

	Facilities Rental – Not LHTaxable
	606,982
	470,520
	774,499
	873,791
	939,325
	939,325

	Facilities Rental – Reimbursed Utilities
	325,821
	517,234
	435,274
	499,575
	524,554
	550,782

	Rental from county agencies
	682,725
	607,893
	378,677
	361,563
	388,680
	388,680

	Other
	-33,102
	312,948
	180,200
	131,779
	160,385
	176,412

	Total
	$11,416,641
	$10,830,947
	$10,807,118
	$10,739,633
	$12,232,972
	$12,716,281


 
Revenue from the fees accounts for 20-25% of the total Airport revenue.  The increase in the revenue resulting from adoption of Proposed Ordinance 2005-0422 is estimated at $167,318 per year in 2006-2009.
The following table, taken from the Fiscal Note, breaks down the estimated revenues from each source:

	Revenue Source
	Current

2006
	1st Year 2007
	2nd Year  2008
	3rd Year 2009

	Aircraft Landing Fees
	$45,128
	 $45,128
	$45,128
	$45,128

	Aircraft Fuel Fees
	102,477
	102,477
	102,477
	102,477

	Tie-Down Fees 
	19,776
	 19,776
	19,776
	19,776

	
	$167,381
	$167,381
	$167,381
	$167,381


The estimates of revenue for landing fees are static because most of the revenue is from air cargo operations.  The air cargo carriers – UPS, BAX, and DHL – all operate within a common window of time known as “peak hours.”  Due to space constraints, the Airport cannot handle more air cargo operations so growth for this activity is flat and projected to remain so.

Fuel volume is estimated conservatively because the global spike in energy costs has increased the cost of Jet A and AvGas at the Airport.
The tie-down fee revenue is also flat because it is based on the number of tie-downs.
Rates and Fees Study – During last year’s fee ordinance discussion, the Airport conducted a study that compared its fees to similar airports around the U.S. and to local airports.  The criteria used to determine similar airports were:

1. Total operations (takeoffs and landings) greater than 100,000 per year;

2. General Aviation accounts for more than half of all operations;

3. Airport must have cargo operations;

4. Airport must have a runway of 9,000 feet or more.

Similar and local airports selected for comparison include:

	Centennial CO
	Mineta San Jose CA
	Long Beach CA
	Paine Field WA

	Kansas City Wheeler MO
	Auburn WA
	Renton WA


Issue 1A – Landing Fees
Landing fees in general are typically determined by the weight of the aircraft and in some cases by the time of day.  Aircraft below 12,000 pounds often are charged less than aircraft above this weight.

Aircraft based at KCIA are not subject to landing fees.  King County currently charges $0.65 per 1,000 pounds of aircraft weight with no differential between large and small aircraft.  Military, government and medical evacuation flights are not charged landing fees.  The following table provides a comparison of landing fees.  Proposed Ordinance 2005-0422 only includes the proposed 2006 increase; the 2007-2011 proposed rates are included for reference.
	Airport
	Landing Fee per 1,000 lbs

	King County International Airport
	70¢ in 2006
75¢ in 2007-2011

	Centennial, Colorado
	0

	Charles B. Wheeler, Kansas City
	$1.38 aircraft under 12,500 lbs,

$1.51 aircraft over 12,500 lbs

	Long Beach
	$1.73 airlines and cargo

$3.69 after 10:00 pm

	Paine Field
	$1.00

	Mineta San Jose
	$1.43 air carrier

$1.55 cargo

$1.64 transient air carrier

$1.76 transient cargo

	Renton
	0

	Auburn
	0


Issue 1B – Fuel Fees

A private vendor sets fuel prices and provides fuel for aircraft at KCIA, and pays fuel flowage fees to the Airport.  The FAA requires that fuel prices and fees be “fair and reasonable” and not exceed the cost of airfield services.  

There are two types of fuel sold for aircraft: aviation gas and Jet A fuel.  Aviation gas is used by small General Aviation (GA) aircraft.  The current fuel fee for aviation gas is proposed to remain the same.  Jet A fuel fee is proposed to increase one-half cent per gallon in 2006 and then one-half cent per gallon in 2007.  The 2007 increase is not included in the ordinance.  The following table provides a comparison of fuel fees.  Airport fuel fees range from $0.02 to $0.10 per gallon suggesting that there is significant elasticity in fuel prices. Proposed Ordinance 2005-0422 only includes the proposed 2006 increase; the 2007-2011 proposed rate is included for reference.

	Airport
	Fuel Fees per gallon

	King County International Airport
	7¢ for Jet A in 2006

7.5¢ for Jet A in 2007-2011
5¢ Avgas

	Centennial, Colorado
	9¢ Jet A

7¢ Avgas

	Charles B. Wheeler, Kansas City
	7¢

	Long Beach
	6¢ GA only

	Paine Field
	5¢ Jet A

4¢ Avgas

	Mineta San Jose
	10¢

	Renton
	2¢

	Auburn
	8.5¢


Issue 1C – Tie-Down Fees

KCIA has developed tie-down areas on the airfield for lease to the public.  In addition, private Fixed Base Operators (FBOs) have their own tie-down spaces.  (Larger FBOs offer a full range of services such as aircraft hangar and tie-down storage, aircraft maintenance, charters, air taxi service, flight training, fueling, catering etc.)   KCIA charges a tie-down fee of $72 per month.  Proposed Ordinance 2005-0422 would increase this fee to $80 per month.   The Financial Plan assumes that in 2007-2011, the monthly fee would go up by $5 each year.

The following table shows that tie down rates vary widely from a low of $45 at Paine Field to a high of $149-170 at Mineta San Jose.  Locally, the highest rate is charged by Renton - $85.  With the exception of Renton, private tie-down rates are higher than publicly operated tie-downs.  Proposed Ordinance 2005-0422 only includes the proposed 2006 increase; the 2007-2011 proposed rate increases are included for reference.

	Airport
	Monthly Tie-Down Fees

	King County International Airport
	$80 in 2006

$5 annual increases 2007-2011

	Centennial, Colorado
	$89 (must buy from FBO)

	Charles B. Wheeler, Kansas City
	Eastside $100

Westside $60

	Long Beach
	Must buy from FBOs; rates vary

	Paine Field
	$45

	Mineta San Jose
	$149 aircraft under 3,500 lbs

$170 aircraft 3,500-5,200 lbs

	Renton
	$85

	Auburn
	$50.79


Hangar Fees – Hangar fees are determined by appraisals done on a three-year cycle.  Hangar rates are determined by size, age of facility, amenities, whether they are open or closed and proximity of the airport to a major city/access.  Projections have been made for increases in hangar rates, but are dependent on appraisals.

Airport Roundtable – The Airport Roundtable (established by the Council as an official advisory body to the Airport Director, Executive and Council) supports the increase in the fees as reasonable.  The Roundtable has reaffirmed its support of the 2006-2011 increases.  They recognized in 2004 that many of the fees had not been raised in a long time, and were well below other local airports and comparable airports around the country.

ANALYSIS:

The proposed fee increases are within the range of fees charged by comparable airports in other states.   When comparing fees to those charged by other Central Puget Sound airports, the proposed KCIA fees are sometimes higher and sometimes lower.  In general, more weight should be given to the comparable airports, since Renton and Auburn are very unlike KCIA.  KCIA is a very busy airport, rivaling SeaTac in takeoffs and landings.  Hangar and tie-down space is in high demand.  KCIA has a very limited land base – 600 acres compared with 1,284 acres for Paine Field.

Per King County Code 4.04.075, a fiscal note outlining the fiscal impact of this legislation is required and is attached.  The fiscal note shows that the proposed ordinance would increase revenue by $167,381 per year in 2006-2009.
As discussed above, the fiscal note’s revenue estimates for each fee are conservative:

· landing fees are mostly from air cargo operations, which cannot expand significantly due to space and time constraints;
· fuel fee revenue may be adversely affected if the high price of fuel decreases demand; and
· the tie-down fee increase is flat because it is based on a fixed number of tie-downs.
The fiscal note only addresses revenue changes due to the 2006 fee increases, not the proposed 2007 increases in the landing fee and Jet A fuel flowage fee or the 2007-2011 annual increases in the tie-down fee.  These increases will be considered in future year legislation.  The Financial Plan does assume additional revenue from the future year increases.
Striking Amendment – The striking amendment corrects out-of-date code citations but does not otherwise change the content.

REASONABLENESS:
Based upon this analysis, passage of Proposed Ordinance 2000-0422 constitutes a reasonable business decision.

INVITED:

· Bob Cowan, Director, Office of Management and Budget
· Harold Taniguchi, Director, King County Department of Transportation

· Robert Burke, Director, Airport Division
ATTACHMENTS:


1. Striking amendment to Proposed Ordinance 2005-0422
2. Title amendment to Proposed Ordinance 2005-0422
3. Proposed Ordinance 2005-0422
4. Transmittal Letter, dated October 17, 2005
5. Fiscal Note
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