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CITY OF SANTA BARBARA


COUNCIL AGENDA REPORT

AGENDA DATE:

October 24, 2006

TO:



Mayor and Councilmembers

FROM:


Administration Division, Airport Department

SUBJECT:

Airport T-Hangar Construction Loan Authorization

RECOMMENDATION:  That Council:

A.
Approve and authorize the Airport Director to apply for a Low-Interest Loan for  a Revenue Generating T-hangar project in the amount of $2,450,339 and authorize the Finance Director to execute the loan application form, including its acceptance; and

B. 
Adopt by reading of title only, A Resolution of the Council of the City of Santa Barbara Authorizing the Submittal of an Application, Acceptance of Funds and Execution of a Loan Agreement with the California Department of Transportation, Division of Aeronautics, for a Low-Interest Loan for a Revenue Generating T-hangar Project at the Santa Barbara Airport.

DISCUSSION:
 

On June 13, 2006, Council approved the proposed Airport T-hangar development and administration program, and adopted by Resolution, the Rules and Regulations and the Waiting List Policy and Procedures.  The Airport had previously received approval to fund, design, construct, and operate the 20-24 T-hangars.
From July 19, 2006 through August 18, 2006, the Airport Department solicited applications, including a deposit, from interested aircraft owners.  The program was advertised through direct mail, newspaper advertisement, and by posting on the Airport’s website.  A total of 59 eligible applications were received for the planned 24 T-hangar development.  All eligible applicants will be included in the Waiting List lottery to be held at the November Airport Commission meeting.

BUDGET/FINANCIAL INFORMATION:
 

The current estimated cost of the T-hangar project is $3,950,339. Costs associated with site development including taxilanes, security fencing and storm water conveyance are funded by an FAA Airport Improvement Grant AIP-34.  Construction expenses for the T-hangar buildings, including foundations and utilities with an estimated cost of $2,450,339, will be funded with a low-interest loan from the California Department of Transportation, Division of Aeronautics.  

The California Airport Loan Program was established as a revolving loan program for revenue generating projects to enable airports to become or remain self-sufficient.  The maximum repayment period for the loans is seventeen years at an interest rate equal to the most recent general obligation bond issued by the State.  The current rate is 4.5%.
Loan Application and Submittal
In discussions with Caltrans Aeronautics’, Airport staff has confirmed that this project meets the eligibility requirements and that the State has sufficient funds available for the estimated loan amount of $2,450,339.

The Airport has demonstrated the economic feasibility of the T-hangar project with the 59 eligible applicants.  The rental rates for the T-hangars will be based on a 17-year amortization of the loan (principle and interest) plus actual costs of operation.  
The estimated monthly T-hangar rental rate for the first year is $665.  In subsequent years, the rental rate will be adjusted by the percentage increase in the Consumer Price Index with a minimum of 3% but no greater than 8%.

Upon receipt of the bids for the T-hangar project, staff will have sufficient information to submit the application to Caltrans, Division of Aeronautics.  
Commission Review
The T-hangar program and California Department of Transportation, Division of Aeronautics’ California Airport Loan Program funding request has been presented to and recommended for approval by the Airport Commission and the City Council Finance Committee.   
PREPARED BY:
Hazel Johns, Assistant Airport Director



Jeff McKee, Environmental Compliance Officer
SUBMITTED BY:
Karen Ramsdell, Airport Director

APPROVED BY:
City Administrator's Office
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	__________Attorney
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