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SUBJECT

Briefing and overview of the status of King County International Airport (KCIA) operations.

SUMMARY

This briefing is intended to provide a status report on several topics of interest to the Council regarding the airport’s security assessment, master planning efforts and the 2015 appraisal of the airport’s property and facility for the purpose of updating leases and rentals.

BACKGROUND

King County International Airport. KCIA, which was originally named Boeing Field, was approved by King County voters in 1928 as the region’s first municipal airport. KCIA is located in District 8 several miles south of downtown Seattle and just east of the Duwamish River. At the time the airport was constructed, it was near water for seaplane takeoffs and landings and was served by three rail lines and State Route 99. 

KCIA hosted mail delivery and general passenger service throughout the 1930s. During World War II, KCIA was closed to public use and dedicated to the war effort because of its strategic location and proximity to Boeing facilities. Following the war, most passenger service moved to Seattle-Tacoma International Airport, leaving KCIA to serve general aviation and charter services, military uses, delivery operations, and Boeing test flights.

In 2001, KCIA was selected by the National Air Transportation Association as one of the “100 Most Needed Airports” in the United States.  Today, KCIA is the 36th busiest airport in the nation, ranking 30th in terms of cargo handled. The airport serves small commercial passenger airlines, cargo carriers, private aircraft owners, helicopters, corporate jets, military, and other aircraft. It is also home to the Boeing Company’s 737 Delivery Center and aircraft flight-test program, along with other Boeing operations. It serves about 180,000 flights each year.  KCIA is one of the busiest primary non-hub airports in the nation.

More than 5,200 people are directly employed at KCIA for 150 tenant businesses (see below). Studies indicate that KCIA generates over $76 million annually in state and local taxes and indirectly supports more than 16,300 jobs (2014 Economic Impact Study). 

KCIA’s adopted 2015--2016 budget is almost $31.9 million, with estimated revenues of $36.3 million.  KCIA does not rely on the General Fund. With the exception of capital grants from the Federal Aviation Administration (FAA), it is self-supporting. Revenues come from ground and building leases (approximately 76 percent), fees (20 percent), and miscellaneous sources (4 percent). 

The KCIA 2013-2014 Line of Business Plan identified a potential issue regarding relatively flat revenue growth from 2012 through 2018 (assuming no changes in long-term lease conditions and no other enhancements to boost potential revenues) with operating costs projected to increase from 3 – 5% per year.  Since then, further analysis by outside consultants and planners at KCIA determined that short-term balancing of revenues and operational costs can be achieved.  The Council approved changes in the Airport’s fees and leasing policies via adoption of the 2015-16 biennial budget to address the short term revenue and expenditure issues.  In addition, a modest Airport Capital Improvement Program was approved that will address key safety and security projects as a priority. 

Status Report

Security Measures. The 2015-16 budget included a budget proviso for a report to the Council to regarding airport perimeter security measures.  The report will include research and a summary of airport perimeter security measures implemented in the last five years and assessments and recommendations for additional security investments planned or recommended to prevent physical intrusions on to airport property.

KCIA retained a consulting firm that has completed its security assessment of the airport facilities since the budget adoption.  The Department of Transportation is preparing its report regarding recommendations.  The report is due to the Council by March 31, 2015.   

KCIA Master Plan Update.  The Council and Executive are interested in a long-range strategic plan to enhance the KCIA’s role as an economic engine and job generator across the county.  The 2015-16 Budget included capital funding for staff and consultants to begin a long-range Master Plan Update to be completed in 2017 for a sustainable King County International Airport/Boeing Field (KBFI).  
  
An airport master plan supports the modernization, economic development, or expansion of existing facilities and provides the strategic guide for overall development and sustainability.  The master plan process will include technical analyses appropriate for the preparation of a preferred KCIA development plan.  The study process shall revalidate, refine, and propose any adjustments to the current airport build-out, as well as identify potential development expansion concepts for the airport.  The plan will identify milestones and strategies, including a finance program to guide the landside and airside development and potential expansion program for the King County International Airport over the 20-year planning horizon.  

This work will be accomplished using the Federal Aviation Administration (FAA) Terminal Area Forecast (TAF) to reflect the KCIA profile, as well as the airport and tenants business plans to determine facility needs.  Facility and infrastructure needs will be developed within the Airport’s financial capability to support a balanced and sustainable growth program which is flexible to accommodate the dynamic aviation marketplace.  This balanced and sustainable growth program will reflect KCIA’s mission and vision.  The study process and preferred Airport development plan will incorporate the objectives and goals of the King County's Strategic Plan, Climate Change Action Plan , GreenTools Program, and Energy Program.

2015 KCIA Triennial Appraisal.  King County International Airport is required under the King County Code (KCC) to perform periodic appraisals on 3 and 5 years cycles to establish fair market rental values (as defined in KCC 4.56.010[footnoteRef:1]).   The most recent triennial appraisal for KCIA was started in 2014 and completed in January 2015.    [1:  4.56.010  Fair market rental value defined.  "Fair market rental value" is defined as an amount in the competitive market that a well-informed and willing lessor, who desires but is not required to lease, would accept, and which a well-informed and willing lessee, who desires but is not required to lease, would pay for the temporary use of the premises, after due consideration of all the elements reasonably affecting value.  (Ord. 2622 § 2, 1976).] 


Because of the location of the KCIA relative to Seattle and nearby businesses and the current demand for space at the airport (evidenced by waiting lists for facilities), the appraised value of the airport lands and facilities is significantly higher than the last appraisal that was conducted on the heels of the great recession.   

As a result, the application of appraisal conclusions would have a significant impact on 2015 property rents for the non‐Boeing properties with the following impacts:

· Long‐term leases would increase 29 percent on average (pending potential arbitration)
· Monthly Rental Agreements (MRAs) and agreements without arbitration rights would increase 26 percent on average; and 
· Executive Hangar and T‐Hangar rental rates would increase from 3 to 93 percent depending on type, condition and location.

A meeting with tenants to review the appraisal results was held in mid-January and the Department Director extended a comment period to collect feedback on the appraisal and projected rents prior to finalizing the rental rate adjustments.  

Executive staff will brief the committee on the appraisal, history of rents/lease amounts and provide information on comparisons to other airports in the region and around the country in metropolitan areas.   In addition, staff will review the outreach to and responses from airport tenants and how the lease revenues fit into the business model and financial stability of KCIA.


ATTACHMENTS
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