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	1. INTRODUCTION/PURPOSE


The purpose of this item is to provide guidance to the staff on the construction of new hangars at the airport.

	2. DESCRIPTION/ JUSTIFICATION


a) Background

The City, as well as the Airport, has planned to build additional T-hangars since the last set were completed in 1999. In 1999, the City built 24 T-hangars to meet demand at the airport for additional hangars. Currently, the airport has 39 T-hangars. 

In addition to the 39 T-hangars, there are approximately 35 pilots on the waiting list at any given time, waiting to rent a hangar. The closing of Robert Meuller Airport and Executive Airport in the 1990’s generated this demand.

The last 24 T-hangars were paid for by the City through certificates of obligation. The airport fund is slowly paying this loan back to the City.

At that time, financing new hangars is done with little assistance from the State. Over the past years, the Council and the Airport Board have supported the construction of new hangars, but did not want it to adversely affect the City’s property tax rate.

As a response to this directive, the staff began negotiating with a private developer to build 30 new T-hangars and 7 to 9 larger “corporate-style” hangars. This development was significantly delayed due to the proposed Central Texas Airport.

In 2004, the Federal Aviation Administration (FAA) included hangars as eligible projects that can be funded by non-primary entitlement funds (NPE). Hangars can be funded through the NPE program on a 75% - 25% basis: 75% from the NPE funds; 25% from local funds. As you may know, the City’s airport received $150,000 per year through the NPE program since 2001. In 2005, however, the allocation was only $66,667.

b) Issues and Analysis

With this new financing tool, the funding of new hangars becomes more realistic.

Several analyses were performed to assist the Council in providing staff with the direction to take.

To start, the staff analyzed a 20 T-hangar project. The alternate was a 12 T-hangar project. Variables included in the analysis were:

1. Cost of the project

2. NPE funds analysis

3. Access to cash

4. Debt service (revenue from the new hangars)

5. Cash flow to the Airport Fund

6. Existing Airport Fund debt

7. Existing and future needs at the airport

The attached reports detail the impacts of the two scenarios. Staff will discuss the information in the report to clarify any points, which may not be clear from the reports.

	3. FINANCIAL/BUDGET


  The new hangar-financing tool allows the City to leverage Federal funds on a 1:1 basis (approximate). The estimated impact to the City will either be the debt on $440,000 or $140,000, depending on the financing option selected.

	4. TIMELINE CONSIDERATIONS


In April, should the Council want to proceed with the project, staff will bring a resolution for Council consideration, requesting the use of NPE funds for this project.

	5. RECOMMENDATION


Staff recommends that the Council approve the construction of 12 T-hangars. The local share of the project cost is approximately $140,000. Staff also recommends that the local share is loaned to the airport fund for 10 years at an annual interest rate of 3%.

The Airport Advisory Board has also reviewed this financing method and has forwarded a recommendation to proceed with the project utilizing what ever options available.

	6. REFERENCE FILES 


15a The New Hangar Pro -Forma
15b Airport “CIP” and cash flow analysis

15c Debt analysis for the airport fund

15d Hangar sketch
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