BOARD OF COUNTY COMMISSIONERS
AGENDA ITEM SUMMARY

Meeting Date: March 19, 2008 Division:_Airports
Bulk Item: Yes _ X No Department:_Florida Keys Marathon Airport

Staff Contact Person:_James R. “Reqggie” Paros/6002

AGENDA ITEM WORDING: Approval to advertise Request for Proposals (RFP) for lease of one
aircraft hangar at the Florida Keys Marathon Airport

ITEM BACKGROUND: The Mosquito Control District has constructed a new operations facility
including an aircraft hangar on lands it owns adjoining the airport. A lease with Monroe County for
their former hangar site will expire on September 30, 2008, and the leasehold improvement, one
aircraft hangar, will become the property of Monroe County. In exchange for relinquishing all rights,
claims and legal title to the aircraft hangar, the Mosquito Control District will receive 50% of the
monthly rent collected by the County for use of the aircraft hangar for a period of five years, said use
to be rented as determined to be in the best interests of the County.

The FAA has enacted a “self-sustaining” requirement which states that an airport must have a rate
structure that makes the airport as self-sustaining as possible under the circumstances at the airport;
please see attached excerpts from applicable documents. Leasing out the hangar will provide a means
for the airport to generate additional revenue to that end, even though a portion of the revenue is to be
shared with the Mosquito Control District for a limited time period.

There has been considerable interest in the prospect of such a lease, as ten parties have contacted us to
date in that regard. Accordingly, an RFP is the appropriate process in this circumstance. An Appraisal
done last month determined and recommends a fair monthly lease/rent of $7,750.00.

PREVIOUS RELEVANT BOCC ACTION: On September 20, 2006, the BOCC approved a Lease
Renewal Agreement, extending the lease for an additional two year period, with an additional two year
option, and including relinquishing all rights, claims and legal title to the existing aircraft hangar.

CONTRACT/AGREEMENT CHANGES: This is not a contract.

STAFF RECOMMENDATIONS: Approval

TOTAL COST: N/A BUDGETED: Yes __ No_
COST TO COUNTY: SOURCE OF FUNDS:
REVENUE PRODUCING: Yes___ No __ AMT MONTH Year

APPROVED BY: County Atty N/A  OMB/Purchasing N/A Risk Management N/A
DOCUMENTATION: Included _ X Not Required

DISPOSITION: AGENDA ITEM #

Revised 8/06



Excerpt from ASSURANCES - Airport Sponsors

10

aircraft sales and services, sale of aviation petroleum products whether or not conducted in
conjunction with other aeronautical activity, repair and maintenance of aircraft, sale of

aircraft parts,

and any other activities which because of their direct relationship to the

operation of aircraft can be regarded as an aeronautical activity, and that it will terminate any
exclusive right to conduct an aeronautical activity now existing at such an atrport before the
grant of any assistance under Title 49, United States Code.

24, Fee and Rental Structure. It will maintain a fee and rental structure for the facilities and
services at the airport which will make the airport as self-sustaining as possible under the
circumstances existing at the particular airport, taking into account such factors as the volume of
traffic and economy of collection. No part of the Federal share of an airport development, airport

planning or noise
Code, the Airport

compatibility project for which a grant is made under Title 49, United States
and Airway Improvement Act of 1982, the Federal Airport Act or the Airport

and Airway Development Act of 1970 shall be included in the rate basis in establishing fees,
rates, and charges for users of that airport.

25. Airport Revenues.

a.

All revenues generated by the airport and any local taxes on aviation fuel
established afier December 30, 1987, will be expended by it for the capital or
operating costs of the airport; the local airport system; or other local facilities
which are owned or operated by the owner or operator of the airport and which
are directly and substantially related to the actual air transportation of
passengers or property; or for noise mitigation purposes on or off the airport.
Provided, however, that if covenants or assurances in debt obligations issued
before September 3, 1982, by the owner or operator of the airport, or provisions
enacted before September 3, 1982, in governing statutes controlling the owner
or operator's financing, provide for the use of the revenues from any of the
airport owner or operator's facilities, including the airport, to support not only
the airport but also the airport owner or operator's general debt obligations or
other facilities, then this limitation on the use of all revenues generated by the
airport (and, in the case of a public airport, local taxes on aviation fuel) shall

not apply.

As part of the annual audit required under the Single Audit Act of 1984, the
sponsor will direct that the audit will review, and the resulting audit report will
provide an opinion concerning, the use of airport revenue and taxes in
paragraph (a), and indicating whether funds paid or transferred to the owner or
operator are paid or transferred in a manner consistent with Title 49, United
States Code and any other applicable provision of law, including any regulation
promulgated by the Secretary or Administrator.

Any civil penalties or other sanctions will be imposed for violation of this
assurance in accordance with the provisions of Section 47107 of Title 49,
United States Code.

26. Reports and Inspections. It will:

a.

submit to the Secretary such annual or special financial and operations reports
as the Secretary may reasonably request and make such reports available to the
public; make available to the public at reasonable times and places a report of
the airport budget in a format prescribed by the Secretary;

for airport development projects, make the airport and all airport records and
documents affecting the airport, including deeds, leases, operation and use

Airport Assurances (3/2005)
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Excerpt from Airport Compliance Requirements Order 5190.6A

Order 5190.6A

discretion, may either make an after—the—fact determi-
nation on the present utility of the affected apron as in
paragraph (2) above, or may seek a remedy including:

(a) Requiring the sponsor to have portable
hangars and/or sun shades removed from the apron;

(b) Secking reimbursement for the Federal
share of apron cosstruction costs; (i.e., cost of apron
replacement); or

(c) Recovering the Federal share of apron
construction costs in a future project.
4-18. USE OF SURPLUS PROPERTY.

a. Genmeral. Swurplus airport properties coa-
veyed under the authority of the Surplus Property Act,
as amended by P.L. 80-289, impose upon the grantee
cenain continuing obligations that are generally more
comprehensive than the covenants and conditions dis-
cussed in previous parts of this section. Most of the
surplus properties were developed as military installa-
tions and comprise a physical plant that frequently ex-
ceeds, or at least differs from, the type of development
that would be undertaken to meet the demonstrable
civil aviation needs of a typical community. P.L. 80—
289 amthorizes the conveyance of property over and
above the required acronautical facilities in order to
permit the grantees to have a source of continuing air-
port revenve. To assure that this is accomplished, the
FAA insists that surplus properties associated with a
public airport including revenue generated therefrom
be used to support the development, maintenance and
operation of the acronautical facilities. (See paragraph
f. below.)

b. Obligations Rua with the Land. Thercis a
further distinction between the obligations assumed
under & grant project and those assumed by the recipi-
ent of a surplus airport Grant agreements are contracts
with the Government relating to airport facilities.
These run for a maximum specified term of years, or
for the time the land is used for an airport, whereas
the covenants of a surplus airport conveyance are in
fact restrictions and encumbrances which condition the
title to the land. Thus, every acre of a surplos airport
is held in trust for a specific purpose and usage. The
Surplus Property Act provides that property shall not
be used, leased, sold, salvaged or disposed of for other
than airport purposes without the consent of the Ad-
ministrator. This reflects a degree of administrative
flexibility to adjust the usage in a surplus property
deed for specific areas of a surplus airport within the
spirit, intent and objectives of the law.

c. Authorized Land Use. The FAA is re-
quired to assure itself that surplus land conveyed for
aeronautical purposes is so used and that land com-
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veyed for revenue purposes is actually used or avail-
able to produce revenue for the continued develop-
ment, maintenance and operation of the aeronautical
facilities. With the passage of time the aeronautical
needs of any community will change. Therefore, the
FAA is authorized to approve changes in the use of
surplus airport property, including the conversion of
acronautical to revenue production and vice versa It
may relieve the recipient of its obligation to maintain
parts of the airport that are no longer required for
aeronautical usage within the foreseeable future. Under
certain Circumstances, it may grant a complete release
for sale or disposal if the resulting proceeds are ap-
plied to further develop, maintain and operate the air-
port or other NPIAS airports which it owns as ap-
proved by the FAA. Conditions and procedures gov-
eming the release of surplus property from any of the
terms and conditions of the deed are contained in
Chapter 7.

d. Reduction or Change im Aviation Use
Property. Changes in aviation needs may make it
desirable o0 convert dedicated aviation use property to
revenue—production property. The conversion may re-
ceive FAA approval provided the present/future civil
aviation needs are met or assured and the public bene-
fit in civil aviation is enhanced. In all such conver-
sions, FAA shall require assurance that all such con-
veried property will be used to produce FMV for civil
airport purposes consistent with the original convey-
ance and in support of the owner’s endeavor to make
the airport as self-sustaining as possible.

e. Land Use Plans. In order to determine that
all property on a surplus airport is being used as in-
tended by the applicable law, it is necessary for the re-
cipient to have inventory accountability. The most ef-
fective means for maintaining such a current inventory
is the “‘land-use plan.’”” This is a scaled layout of the
entire property indicating the current use approved for
cach identifiable segment or area including that land
which FAA has approved for revenue production. If
this plan is to serve as the land inventory plan it
should indicate the acquisition source of all airport
land (ic., surplus, grant purchase, etc.). For ease, it
may be incorporated on an Exhibit A or on an ALP or
developed as a separate document.

f. Leasing of Surplus Airport Properties.
Section 1, Chapter 6 contains guidance on evaluating
leases or use agreement covering aeronautical facilities
at a public airport. It assists FAA personnel in advis-
ing airport owners about contracts or agreements
which could affect the ownez’s prime responsibility to
control public facilities and t0 make them available on
fair and reasonable terms without discrimination.

Par 4-17
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10/2/89

(1) At aiports which include Federal surplus
property acquired for airport purposes, there is a fur-
ther obligation to ensure that such property, if not
needed w0 directly support an aviation use, is available
for use to prodoce income for the airport. There is no
violation of the covenants in the conveyance document

(or deed) if the airport owner is unable to amange for

productive use of such property. However, when used,
it must produce income for the airport. This means
that any lease or other rental arrangement covering the
use of surplus property at an airport must assure that
the fair rental value of the property will accrue to the
airport and be available to meet airport expenses. Such
property may not be rented at a discount to suppost
community nonprofit organizations or to subsidize
nonamrport objectives.

(2) Where revenue production land has re-
mained undeveloped while comparable off airport land
is being developed, rcasonable market incentives
should be considered to promote interest in developing
the property. This' would include a reduction in fair
rental valoe for a limited time period or the use of a
property development firm to share in the development
costs or similar development inceatives. In these cases,
it is acceptable for the development firm to realize a
reasonable share of the revenne. This method should
only be used so long as it is necessary to establish the
viability of the development.

(3) In determining what is the FMV, consid-
eration should be given to the curremt market valoe of
the property and to the going rate for rental of equiva-
lent premises. The obligation to obtain fair reatal
income from the nonaviation use of surplos airport
property relates to the property as acquired from the
Government. It does not apply to the income produc-
ing potential from buildings and improvements con-
structed thercon without Federal assistance. Fair reatal
value may need to be reevaluated if airport land re-
mains vacant while other comparable off airport prop-
ety is being leased. In small communities, a faulty
comparable may have been used. Fair rental/market
value is clearly tied to demand and in these cases, con-
sideration should be given to doing a market survey.

(4) Provisions should be made for periodic
adjustments of the rental terms based on economic
wmms.. -

g. Leases Contemplating Substantial Invest-
ment. Where prospective nonaviation tenants plan
extensive improvements to leased surplus airport prop-
erty they will normally seek long—term lease agree-
ments, frequently in excess of 20 years. A fixed rental
rate for Federal surplus property may over a period of
years become unreasonably less than a fair rental
valoe. FAA should require that leases with a term in

Par 4-18

. Order 5190.6A

excess of 5 years contain a reasonable cscalation
clause or periodic rencgotiation provision to assure that
the land is still producing for the airport the income
for which it has a potential. The effect of such long-
term commitments on defense mobilization require-
ments for the airport should be considered and, if ap-
propriate, a total release from the NEUP should be ob-
tained. (See Chapter 13, Order 5190.2). In certain cir-
cumstances where the land will never be aviation de-
veloped a complete release to permit sale of the land
may be appropriate.

bh. Subordination of Reversionary Imterest of
the United States. The existence of the contingent
right of the United States to revert title for default by
the airport owner has in some instances discouraged
the leasing of revenune—woducing surplis property to
an income-producing tenant planning to invest sub-
stantial sums in construction on the property. If thor-
oughly justified on the record, the FAA may approve a
lease which would protect the lessee’s interests in the
event of default and reversion of the airport 0 the
Government.

(1) The FAA may, by letter or other written
means, assure the grantee/owner and the prospective
lessce that the lease will be honored in accordance
with its terms for a period long enough to amortize or
retire the invested amount but not for the useful life of
the improvements. This assurance may not be given in
connection with a lease of any property which may, in
the foresecable future, be required for acronautical pur-
poses or which is still subject to the NEUP provision.

(2) Whenever such action is contemplated it
should be coordinated with the regional Assistant
Chief Counsel.

i. Personal Property. All surplus personal
propesty must be used, or continuously available for
use, for airport purposes, during its useful life (not to
exceed 1 year). To facilitate accountability the equip-
ment should be clearly marked for identification. FAA
provides decals for this purpose. Whea the personal
property is not actually necded at the airport, FAA
may consent to its use for another public purpose. It
must always be available when needed for the airport.
For donable property and related personal property, ac-
countability will terminate 1 year after the transfer or
earlier upon determination by FAA that items have
outlived their useful life.

4-19. USE OF LANDS TRANSFERRED FROM
THE UNITED STATES.

a. As compared o surplus property, much more
stringent use restrictions apply to propertics acquired
for airport purposes under Section 16/23/516. The appli-
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