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	19
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	2004-0481
	
	Prepared By:
	Mike Alvine


STAFF REPORT
SUBJECT

This is a proposed ordinance that would eliminate the bulk rate discount for aircraft tie-downs at the King County International Airport, increase the fuel field use fee collected from oil companies or fuel distributor companies or both selling and delivering fuel to B.F.I., and increase the landing fee paid by aircraft operators of revenue generating flights and non-revenue generating flights not based at the airport.
SUMMARY


The proposed ordinance would increase fees at King County International Airport (KCIA) in the following ways.

1. Fees charged to fuel distributors at the airport (and passed along to aircraft operators/owners) would go from $0.05 per gallon for Jet A fuel to $0.065 per gallon.  Jet A fuel is for jet-engine planes primarily owned by corporations and wealthy individuals.  Fuel fees for Aviation Gas (Av gas), used by smaller piston-engine planes, would remain unchanged at $0.05 per gallon.

2. Landing fees would increase from $0.35 per 1,000 pounds of aircraft weight to $0.65 per 1,000 pounds of aircraft weight.  Aircraft based at KCIA do not pay landing fees.  This fee increase would only affect “itinerant” aircraft – aircraft not based at KCIA.
3. The bulk tie-down discount for leasing four or more tie-downs would be eliminated.  Currently businesses or individuals renting four or more tie-downs are charged $50.40 per tie-down compared with the normal rate of $72 per tie-down.

BACKGROUND
Operating funds for King County International Airport rely entirely on a variety of rates and charges for the use of airport facilities, including buildings.  Ground and building leases are adjusted on three- and five-year cycles.  Landing fees, fuel flowage fees and aircraft tie-down fees have not been adjusted for a number of years.  The proposed 2005 budget, as well as the entire financial plan for the out-years, is built on an assumption of increasing fees for a number services.  Proposed Ordinance 2004-0481 would increase fees for 2005 only.  Fee increases in out-years would require separate legislation.  

Department of Transportation and Airport management have proposed raising fees to offset revenue declines in ground and building rents.  Management states that they have considered fee increases in recent years but, instead, chose to conduct a rigorous review and reduction of the operating and capital budgets.  In 2004 the capital program budget was subject to significant reductions due to revenue declines.  In the 2005 budget KCIA proposed a ten percent reduction in staff.  KCIA has not prepared further expenditure reduction scenarios because further reductions will impair their ability to operate the airport.  Management notes that fuel fees have not been increased in 22 years and landing fees have not been increased in 27 years.  KCIA believes the significance of the Airport Roundtable’s support for the fee increases has not been fully appreciated for how it addresses Council concerns.  These are the individuals that are most affected.  This includes itinerant aircraft (largely comprised of cargo carriers) representatives of which are members of the Roundtable.
If the Council decides not to increase fees, the 2005 budget will need to be reduced by $621,156.  The following discussion describes each fee that is proposed to be increased, and lists fees at comparable airports around the U.S. as well as comparisons with regional airports.

ANALYSIS

Rates and Fees Study – The airport conducted a study that compared its fees to “like” or similar airports around the U.S. and to local airports.  Staff has analyzed this report and summarized it on the following pages.  The full study is available to Councilmembers upon request.  
The criteria used to determine similar airports were:

1. Total operations (take offs 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 of more.

Similar and local airports selected for comparison include:

	Centennial CO
	San Jose CA
	Long Beach CA


	Paine Field WA

	Kansas City Wheeler MO
	Local

Auburn WA
	Local

Renton WA


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.  

KCIA last adjusted landing fees in 1977.  Aircraft based at KCIA are not subject to landing fees.  King County currently charges $0.35 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.

	LANDING FEES FOR SIMILAR AND CENTRAL PUGET SOUND AIRPORTS

	Airport
	2000

Landing Fee/

1000 lb for AC

< 12,500 lbs
	Current/

Proposed Landing Fee/

1000 lb for AC 

< 12,500 lbs
	
	2000

Landing Fee/

1000 lb for AC 

> 12,500 lbs
	Current/

Proposed Landing Fee/

1000 lb for AC

> 12,500 lbs

	KCIA
	$0.35
	$0.35 / $0.65
	
	$0.35
	$0.35 / $0.65

	Centennial, CO
	$0.00
	$0.00
	
	$0.00
	$0.00

	KC Wheeler, MO
	$0.00
	$1.38
	
	$0.00
	$1.51

	Long Beach, CA
	$1.46 day

  $3.11 night
	$1.46 day

  $3.11 night
	
	$1.46 day

  $3.11 night
	$1.46 day

  $3.11 night

	Paine Field
	$0.60
	$0.00
	
	$1.00
	$1.00

	San Jose, CA
	$1.53
	$1.34
	
	$2.21
	$1.34

	Other Central Puget Sound Airports

	Renton, WA
	$0.00
	$0.00
	
	$0.00
	$0.00

	Auburn, WA
	$0.00
	$0.00
	
	$0.00
	$0.00


Note:  KCIA, Kansas City, and San Jose airports charge a minimum-landing fee for aircraft. The fee ranges from

$1.34 at San Jose, $1.38 at Kansas City, to $2.50 at KCIA. All airports report that collection of the minimum fee is difficult or spotty.
Fuel Fees – A private vendor sets fuel prices and provides fuel for aircraft at KCIA.  KCIA adds a $0.05 per gallon fee to the vendor’s price.  Some airports own their own fuel operations.  The FAA requires that fuel prices and fees be “fair and reasonable” and not exceed the cost of airfield services.  KCIA last adjusted fuel fees in 1982.  

There are two types of fuel sold for aircraft: aviation gas and Jet A fuel.  Aviation gas (Av Gas) is used by small (piston engine) general aviation aircraft.  The current fuel fee for Av Gas is proposed to remain the same.  Jet A fuel is used by jet engine planes, usually owned by corporations and wealthy individuals.  The fuel fee for Jet A is proposed to increase one and one-half cents per gallon in 2005.  The following table provides a comparison of fuel fees.  Airport fuel fees range from $0.02 to $0.085 per gallon suggesting that there is significant elasticity in fuel prices.

	Fuel Fees for Similar and Central Puget Sound Airports

	Airport
	2000 Fuel Flowage

Fee/Gal
	Proposed Fuel Flowage 

Fee/Gal

	KCIA
	$0.05
	$0.05 AV/$0.065 Jet A

	Centennial, CO
	$.06 AV, $.08 Jet A
	$.07 AV, $.09 Jet A

	KC Wheeler, MO
	$0.07
	$0.703

	Long Beach, CA
	$0.06/gal for 0-25k gal/mo

$0.02/gal for 25-50k gal/mo

$0.01/gal for >50k gal/mo
	$0.06/gal for 0-25k gal/mo

$0.02/gal for 25-50k gal/mo

$0.01/gal for >50k gal/mo

	Paine Field
	$0.04
	$0.04 AV, $0.05 Jet A

	San Jose, CA
	$0.10
	$0.10

	Other Central Puget Sound Airports

	Renton, WA
	$0.02
	$0.02

	Auburn, WA
	Not Available
	$0.085 AV


Elimination of Bulk Tie-down Fee Discount – KCIA has developed tie-down areas on the airfield for lease to the public.  In addition, private Fixed Base Operators (FBO) 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.)  

The bulk discount for tie-downs is a program offered to FBOs and private businesses at KCIA that agree to lease 4 or more tie-downs.  The discount program was developed when there was a surplus of tie-downs on the airfield.  Currently there is a waiting list for tie-downs (as well as hangar space).  Under the current bulk discount program, fixed-base operators (like Flight Center and Galvin Flying Services) are charged $50.40 per tie-down per month instead of the standard rate of $72.  The following table shows that tie down rates vary widely from a low of $45 at Paine Field to a high of $145 at 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.

	Airport Tie-Down Fees for 

Similar and Central Puget Sound Airports

	Airport
	Bulk or Discount 

To FBO
	Monthly Tie-Down Fee

	KCIA
	Bulk
	$50.40 bulk, $72 regular

	Centennial, CO
	--
	$89

	KC Wheeler, MO
	Bulk
	$100 east side, $60 west side

	Long Beach, CA
	--
	--

	Paine Field, WA
	Bulk
	$45 

	San Jose, CA
	Neither
	$145 for planes <=3,500 lbs, $165 for planes 3,501 to 5,200 lbs

	Other Central Puget Sound Airports

	Renton, WA
	Neither
	$85

	Auburn, WA
	Neither
	$62.47


Note: -- indicates no response to survey question and/or proprietary information.
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.  This was a difficult decision for them as many airport tenant members are still financially challenged.  They felt they needed to do their part to support the financial viability of the airport.  They recognized 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.

Future Fee Increases – While the current legislation addresses fee increases for 2005 only, the Airport’s financial plan includes the assumption of half-cent fuel fee increases for Jet A in 2006 and 2007.
FISCAL NOTE
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 estimates that the proposed fee increases would raise $621,156 in the first year.
STRIKING AND TITLE AMENDMENTS
Striking and title amendments have been prepared for the Council’s consideration.  The striker makes technical corrections and adds an effective date of January 1, 2005 for the fee increase.  It was the Executive’s intent to have the effective date of January 1, but the final ordinance did not include this provision.  The title amendment makes the title conform to the body of the ordinance.
REASONABLENESS
The proposed fee increases are within the range of fees charged by comparable airports.  When comparing the fees to other Central Puget Sound airports, the 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 with a waiting list of over 100 customers.  KCIA has a very limited land base – 600 acres compared with 1,284 acres for Paine Field.  Based upon this analysis, passage of Proposed Ordinance 2004-0481 constitutes a reasonable business decision.

INVITED

· Steve Call, Director, Office of Management and Budget
· Harold Taniguchi, Director, Department of Transportation, King County

· Robert Burke, Director, King County International Airport
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1. Striking amendment
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3. Proposed Ordinance

4. Fiscal Note
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