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CHAPTER 9

9 FINANCIAL ANALYSIS AND CAPITAL IMPROVEMENT PROGRAM
9.1 Introduction

The purposes of this chapter are to: (1) describe potential funding sources for capital
developments outlined in Chapter 7, The Refined and Preferred Development Plan for Valkaria
Airport; (2) summarize recent and future potential cash flows; and (3) present a financially
feasible Capital Improvement Program (CIP) for each phase of the 20-year master plan update. It
must be emphasized that the developmental items scheduled in this CIP will not be initiated
unless actual demand meets the forecast levels indicated in earlier chapters of this study. The
ultimate goal of the chapter is to lay out a plan that will enable Brevard County to develop
Valkaria Airport into the safe, useful, financially solvent, and community compatible airport that
this study indicates the broad community wants.

This chapter is especially important in the master planning process because it shows the costs
associated with each stage of airport development, and for the near-term development period, it
projects operating and non-operating cash flows that will affect the airport’s ability to fund the
CIP while continuing to operate and maintain the airport. It is important for the sponsor to
understand that no master planning process can be successful without the financial resources and
political commitment to make the plan work. Access to state and federal funding will require
close coordination with the FDOT District Five Office and the FAA's Orlando Airport District
Office (ADO). Grants from FDOT and the FAA are contractual agreements for the betterment of
the airport that include state and federal requirements with which the sponsor must comply.
FDOT and FAA grants are also typically restricted to “developmental” items essential to the
airport’s growth, safety, and economic viability; not to routine operations and maintenance,
which are the sponsor’s sole financial responsibility. The project cost shares presented in the
tables of this chapter represent probable cost-sharing based upon current and recent FAA and
FDOT programs. The sponsor must understand that none of the state and federal sources of
funding assistance are guaranteed; because each is subject to legislative and administrative
changes, allocation priorities, and the relative priority of proposed projects at Valkaria Airport
vis-a-vis other airports. It is, therefore, vital that Brevard County understand, adopt, and
implement actions that will make this master plan update financially viable and successful.

9.2 Potential Capital Funding Sources
9.2.1 Local Funds

The local share of airport capital funding is typically derived from a combination of several
sources. The governmental entity sponsoring the airport may draw upon general funds, either
directly or indirectly via issuance of general obligation bonds. The former is often used for
modest amounts; while the latter requires voter approval and is typically used only for major
projects of significant community importance and value. The preferred source of supplying local
share funding is from "retained earnings" of the airport that is subject to the development.
Retained earnings are comprised of revenue in excess of airport operating costs, and may be
accumulated over multi-year periods in "reserve," "capital,” or "contingency" accounts.
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Airport revenues at small general aviation airports such as Valkaria Airport are generated from a
variety of potential airport user fees; to include hangar leases, land leases for second or third party
business, short-term parking fees, fuel sales, sales of pilot supplies and services, and
miscellaneous fees from special events or recurring activities such as radio-controlled aircraft
model flying, EAA and SCCA events, and air fests. Most airport sponsors charge their airport
administration with a goal of seeking to develop sufficient revenue to cover and/or exceed
operating costs plus the local share of airport development projects. A projection of reasonable
sources and amounts of operating income for Valkaria Airport will be presented in Sections 9.4.4
and 9.4.5.

Airports may also use second or third-party funds for the local share of projects. Second-party
development is when future users of a development fund their own facility on leased airport
property. This method has the advantages of using no public funds, while developing assets
needed by the second party and of value to the airport. A common example of second party
development is occupant funded construction of hangars. Third-party development is when a
facility is constructed on airport leased property (the first party), for an intended occupant (the
second party), and funded by a third party, usually an investor. The advantages are similar to
those of second-party development, but the disadvantage to the second party in a third-party
development is the likelihood of substantially higher lease rates than for user-funded construction.
While second and third-party developments have the advantage of quickly developing needed
facilities without drawing upon public funds, their modest downside lies in the fact that the
airport only draws ground rent on the developed parcel until such time as the full development
reverts to airport equity ownership.

9.2.2 State Funds

Auviation is vital to the economy of Florida, and the State has one of the nation's largest and most
proactive programs to preserve and encourage the growth and economic viability of the state's
more than 120 public airports. Florida’s public airports are eligible for at least two types of
capital funding assistance via joint participation agreements from FDOT for aeronautical and
economic developments on airports. FDOT may provide up to 80 percent funding for eligible
aeronautical planning and construction projects, and up to 50 percent funding for airport projects
focused on economic development, depending upon FDOT priorities and available funding.
FDOT grants may also be used as a portion of the required "local share" for AIP grants. FDOT
funds are primarily derived from aviation fuel taxes.

9.2.3 Federal Funds

Federal funding for improvement of general aviation airports included in the National Plan of
Integrated Airport Systems (NPIAS), of which Valkaria Airport is one, has traditionally been
limited to the FAA’s Airport Improvement Program (AIP) which allocates development monies
to various airports based upon national and regional priorities for development. The AIP is
funded from the Airport and Airways Trust Fund whose revenues are generated by aviation user
fees via the Airports and Airways Revenue Act. These federal fees generally include items such
as aviation fuel taxes, air freight waybill taxes, domestic airline ticket taxes, and international
departure taxes, for example.
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The AIP only funds a share of the eligible cost of eligible and approved acquisition or
construction projects; and both the share and the nature of eligible items can change with
Congressional direction, therefore the FAA’s AIP authorizations should be continuously
monitored by airport sponsors and directors. Eligible projects include those improvements related
to enhancing airport safety, capacity, security, and environmental concerns. In general, sponsors
are encouraged to use AIP funds on most airfield capital improvements. According to AIP
guidance in effect at the time of this study, general aviation airports may access two categories of
AIP funding. The first is “Non-Primary General Aviation Airport Entitlement” funding, which
provides $150,000 per year to GA airports that apply for approved projects. As of year 2006,
2,674 GA airports nation wide received this funding. Florida currently has over one hundred
airports which receive entitlement funds; and Valkaria Airport is the only public airport in
Brevard County that does not currently receive entitlement funds. The second source of FAA
funding is the “discretionary” portion of the annual AIP program. Discretionary grants may be
awarded in addition to entitlements; but they are highly competitive, and are based on national
and regional priorities.

9.3 Capital Improvement Plan

The first step in creating a capital development plan after selection of a refined and preferred
development plan (Chapter 6) is the determination of costs and realistic phasing of development
items. Airport sponsors and users often want many development items early in the development
period, but phasing must be done to take into account when actual need is manifested, and when
development funds will reasonably be available. Estimated development costs in this study are
expressed in 2007 dollars, and are for gross planning purposes only. As the need for a particular
development item nears, the airport sponsor should make various inflationary adjustments to
account for probable cost growth in this 2007 estimate. Inflationary adjustments typically include
changes in the Consumer Price Index (CPI), extraordinary changes in construction commaodities
or labor, and any other local or regional circumstance that might substantially affect development
costs. For example, while the CPI in the 2000-2006 period averaged 3-4 percent; the costs of
construction commaodities such as cement, steel, copper, and petroleum products were escalating
at double-digit rates, and were highly volatile.

The cost estimates used in this study were derived from a number of sources, but are primarily
from actual or projected costs of similar development items at local and regional airports. The
estimates include costs of design, mobilization, construction, and a 15percent contingency; but
exclude environmental mitigation which is too ill-defined at this point for valid estimates.
Airport cost information is readily available from public records of projects, and from cooperative
contractors and consultants recently engaging in similar development activities in Florida.

The Capital Improvement Plan (CIP) is divided into three major phases in consonance with the
three planning horizons in this study: near-term (2007-2011), mid-term (2012-2016), and long-
term (2017-2026). While the broad near-term phase includes all the developments reasonably
expected to be needed and accomplished in the first five years of the development plan, those
development items most important to correcting current or imminent airport safety and standards
deficiencies will be addressed as early as practicable. Per convention, the near-term development
plan will itemize items by individual years, because planners and sponsors are reasonably more
confident of the needs and phasing; but the mid and far-term development periods will only show
development items by entire phase, because of the broadening cone of uncertainty.
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Capital development costs for the 20-year development horizon are estimated at $10,152,500 in
2007 dollars (Table 9-1). It is important to note that the CIP is expressed in calendar years (CY),
while FDOT and FAA AIP funding is programmed according to respective state and federal fiscal
years (FY). As a consequence, actual availability of funds for particular developments may be
slightly out of phase from CY programming. Concurrent with this CIP, the airport must continue
to fund an operating and maintenance (O & M) budget with sufficient monies to properly
maintain new and existing facilities.

Table 9-1
Summary of Development Costs (2007 Dollars)
Planning Period Cost Estimate
Near Term (2007-2011) $ 4,048,500
Mid Term (2012-2016) $ 2,592,000
Long Term (2017-2026) $ 3,512,000
Total Planning Period $ 10,152,500

9.3.1 Near-Term Capital Improvement Plan (2007-2011)

The near-term development phase is heavily weighted in projects because of the large number of
deferred or ignored conditions that need to be addressed at Valkaria Airport. The immediate
near-term phase (2007-2008) includes vital safety and standards items such as marking and
signage, minimal safe lighting, fuel facility re-location, and previously arranged T-hangar
construction. Of special safety importance, especially for air operations by county government
and other public agencies, is the installation of an airport beacon, lighted windsock; and REILs,
PAPI, and helicopter landing zone lighting adjacent to Runway 14-32.

The balance of the near-term development phase includes parallel taxiway construction to
improve airport efficiency and safety, more T-hangars to satisfy a demand backlog for aircraft
storage and to increase operating income, refurbishment of the main aircraft parking apron to
increase safety and reduce liability, runway maintenance, wash rack construction to reduce
environmental impacts, installation of REILS and PAPI on Runway 10-28 to positively affect
aircraft noise and approach path profiles, and improved golf course access to help increase airport
and golf course revenues. Increases in operating income are needed so the airport can begin
accumulating cash reserves to help fund future developments in the CIP and minimize draws on
the county general fund and associated debt service (Table 9-2).

9.3.2 Mid-Term Capital Improvement Plan (2012-2016)

The mid-term development phase focuses on the expected need for rehabilitation of both runways
because of age and wear, the construction of an additional 20-unit T-hangar set to meet forecast
demand and increase revenues. An abbreviated AMP update should address airfield lighting
demand, and any emerging need to accommodate revenue producing aeronautical or non-
aeronautical developments consistent with the on-airport land use plan developed in this study.
For example, one might expect to see interest in establishment of compatible aeronautical
businesses on the airport after near-term improvements to the operating environment are
completed. It also anticipates the construction of two additional clear-span hangars(Table 9-3).
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9.3.3 Long-Term Capital Improvement Plan

The long-term development phase includes construction of an additional 40 T-hangars, and
anticipates demand for additional hangar and small aeronautical business developments. As in
previous phases of development under this plan, the new hangars will satisfy continued demand
for aircraft storage, and substantially increase operating revenue that, in turn, will support
increased maintenance and capital development budgets. The long-term phase has provisions for
substantial due-course rehabilitation of taxiways and apron areas, and for construction of a
permanent combination airport administration-pilot services building. It also includes an AMP
update to identify emerging demand, and to chart a path for the subsequent 20-year period (Table
9-4).

9.4  Financial Analysis

An airport capital improvement program (CIP) must address direct costs of proposed
developments, sources of funding, and associated debt service in the context of financial
requirements for the operation and maintenance of existing and future developments. The
financial feasibility analysis includes a review of historical finances and a projection of future
finances as a basis for estimating the airport's ability to proceed with the CIP. The near-term
development period is projected in annual detail, to include "non-operating" cash flows, for two
reasons. First, is the natural ability to project the near-term in greater definition and precision
based on known recent trends and finances. Second, successful and timely accomplishment of
the near-term projects is the foundation for successful funding of subsequent development phases.
Having near-term financial detail facilitates execution and monitoring of CIP progress. The mid
and far-term development periods represent so much uncertainty that, per convention, only
project aggregate gross estimates of operating financial flows based on constant 3 percent growth
rates.

"Operating" cash flow represents those revenues and expenses that result from the core business
of the airport, that is to say, the provision of various aeronautical and non-aeronautical services
provided at the airport. "Non-operating” revenue and expense items are important, but are
generated by non-core business activities. In the case of airports, non-operating revenues are
most commonly derived from interest on investments and cash reserves, while the principal non-
operating expense of most airports is debt service. Understandably, CIP implementation typically
generates some amount of debt, and associated principal and interest payments over extended
periods of time. Those non-operating expenses must be factored into the financial feasibility
analysis of the CIP.

9-5



Valkaria Airport

Master Plan Update - 2006

Near-Term Capital Improvement Program 2007-2011

Table 9-2

(In 2007 Dollars)

Federal Share State Share 2nd/3rd Party Local Share

Development Item (%/$) (%1$) %/ $) (%/$) Total Est. Cost

2007
New T-hangar construction (Unit C) 0% / $0 80% / $640,000 0% /%0 | 20%/%$160,000 | $ 800,000
Clear span hangar construction (1 ea 60'x60' unit) 0% / $0 80% / $129,600 20%/$32,400 | $ 162,000
Fuel facility safety relocation and consolidation-design stage 0%/ $0 100% / $10,000 0% /$0 0%/%$0 | $ 10,000
2007 Subtotal 0%/$0 ] $ 779,600 $0183 192,400 | $ 1,134,000

2008
Development of Airport Marking and Signage Plan 0% / $0 80% / $1,600 0% /%0 20%/$400 | $ 2,000
Re-marking and signage-entire airfield (as needed after inspection) 0% / $0 80% / $12,000 0% / $0 20%/$3,000 | $ 15,000
Fuel facility safety relocation and consolidation-construction stage 0%/ $0 100% / $140,000 0%/ $0 0%/%$0 | $ 140,000
Windsock, segmented circle and airport beacon 0% / $0 80% / $14,400 0% / $0 20% / $3,600 | $ 18,000
Install PAPI & REILS Runway 14-32 0%/ $0 80% / $96,000 0% / $0 20%/$24,000 | $ 120,000
Electrical vault construction (100 sq. ft. concrete block on slab) 0%/ $0 80% / $4,800 0% / $0 20%/$1,200 | $ 6,000
Electrical power regulator, cables, misc. vault & radio controllers 0% / $0 80% / $24,000 0%/ 3$0 20% /$6,000 | $ 30,000
Main apron rehabilitation, re-marking, and tiedown installation - Phase 1 0%/ $0 80% / $160,000 0%/ $0 20% /$40,000 | $ 200,000
Clear span hangar construction (1 ea 60'x60" unit) 0% /$0 80% / $129,600 20% /$32,400 | $ 162,000
Helipad/helicopter servicing area solar powered lights 0% / $0 80% / $19,200 0% / $0 20%/$4,800 | $ 24,000
2008 Subtotal 0%/%0 | $ 601,600 $0 $ 115,400 | $ 717,000

2009
Main apron rehabilitation, re-marking, and tiedown installation - Phase 2 95% / $145,350 2.5% / $3,825 0% /$0 25%/%$3825] $ 153,000
Parallel Taxiway-A construction and marking 95% / $777,100 2.5% / $20,450 0% / $0 25%/%$20,450 | $ 818,000
Runway 10-28 & 14-32 pavement maintenance project (crack/hole repair) 0% / $0 80% / $16,000 0% / $0 20%/$4,000 | $ 20,000
New T-hangar construction (Unit D) 0% /30 80% / $704,000 0%/$0 | 20%/$176,000 | $ 880,000
Construct aircraft wash rack 0% $0 80% / $8,000 0% /$0 20%/$2,000 | $ 10,000
2009 Subtotal | $ 922,450 | $ 752,275 $01$ 2062751 $ 1,881,000

2010
Main apron rehabilitation, re-marking, and tiedown installation - Phase 3 95% / $145,350 2.5% / $3,825 0% / $0 25%/%$3825] $ 153,000
Install PAPI & REILS Runway 10-28 0% /%0 80% / $96,000 0% /%0 20% /$24,000 | $ 120,000
Taxiway-B rehabilitation and re-marking 0%/ $0 80% / $35,200 0% /$0 20%/$8,800 ] $ 44,000
2010 Subtotal | $ 145350 | $ 135,025 0] $ 36,625 | $ 317,000

2011
Golf course access apron construction (Improved turf) 0% / $0 0% /$0 0% /$0 | 100%/$70,000 | $ 70,000
Acquire ground / service equipment 95% / $63,650 2.5% /$1,675 0%/ $0 25%/$1675] $ 67,000
Airfield security enhancements 95% / $23,275 2.5% / $612 0% /$0 25% /%613 ] $ 24,500
2011 Subtotal | $ 86,925 | $ 2,287 0] $ 72,288 | $ 161,500
Total for Near Term | $ 1,154,725 | $ 2,270,787 $0 | $ 622,988 | $ 4,048,500
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Table 9-3
Mid-Term Capital Improvement Program: 2012-2016 (In 2007 Dollars)

Development Item Fed?tl;/zl} g)hare St%;)?g?re ané;r)c} g)a rty Loz:c;: /82;:1 re Total Est. Cost

Runway 10-28 reconstruction and re-marking 95% / $513,000 2.5% / $13,500 0% /%0 2.5%/%$13500 | $ 540,000
Runway 14-32 rehabilitation and re-marking 95% / $513,000 2.5% / $13,500 0%/$0| 2.5%/$13,500 | $ 540,000
New T-hangar construction (20 nested units) 0% / $0 80% / $704,000 0% /%0 | 20%/%176,000 | $ 880,000
Airfield lighting demand study 0% /$0 80% / $8,000 0% /%0 20%/%2,000 | $ 10,000
Clear-span hangar construction (1 ea 60'x60' unit) 0% / $0 80% / $145,600 0% /%0 20% / $36,400 | $ 182,000
FBO hangar (Nominal 100'x80' unit) 0% / $0 80% / $352,000 0% / $0 20% / $88,000 | $ 440,000
Total for Mid Term $ 1,026,000 | $ 1,236,600 $0| $ 329,400 ] $ 2,592,000

Table 9-4
Long-Term Capital Improvement Program: 2017-2026 (In 2007 Dollars

Development Item Fed%’z I /g)h are St?g/i ?g?re 2ndé(f)s’/zd/ :)a ry Loz:(?/(l) ISQ;:I re Total Est. Cost

Taxiway-A rehabilitation and re-marking 95% / $307,800 2.5% / $8,100 0% / $0 25%/%$8,100| $ 324,000
Taxiway-B rehabilitation and re-marking 95% / $41,800 2.5% / $1,100 0% / $0 25%/%$1,100 | $ 44,000
Main apron rehabilitation and re-marking 95% / $437,000 2.5% / $11,500 0% / $0 25%/$11,500| $ 460,000
New T-hangar construction (40 nested units) 0%/$0 | 80% /$1,408,000 0% / $0 20%/$352,000 ] $ 1,760,000
Airport administration building construction 0% / $0 50% / $200,000 0% / $0 50% /$200,000 | $ 400,000
Auto parking lot and drainage 0% /$0 0% / $0 0%/ $0 100% /$302,000 ] $ 302,000
Airport master plan update 95% / $114,000 2.5% / $3,000 0% / $0 25%/%$3,000] $ 120,000
Slztirn(’;;:c')f]‘_’t"’e markers for Taxiway-A and 0% / $0 80% / $9,600 0% / $0 20%/$2,400 | $ 12,000
Illuminated airfield signage (8 signs) 95% / $85,500 2.5% / $2,250 0% / $0 25%/%$2,250 | $ 90,000
Total for Long Term 986,100 | $ 1,643,550 0% /$0 882,350 | $ 3,512,000
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9.4.1 Historic Operating Revenue

Records of historic operating revenues for Valkaria Airport appear to be reasonably complete and
consistent. The airport is fortunate to have had two strong “anchor tenants” for the past several
years (BCMC and Habitat Golf Course), and they have generated about one-half of the airport’s
revenue after deducting costs of fuel inventory sold. Demand for aircraft storage has also been the
basis for about one-third of airport revenues. The county has also been wise to retain control of
fuel sales, because they have been a consistent contributor of 10-12 percent of revenue. In short,
Valkaria Airport has a solid revenue base for such a small and undeveloped airport (Table 9-5).

Table 9-3
Historic Airport Operating Revenues
Category 2000 2001 2002 2003 2004 2005 2006
Leases:
Habitat Golf Course $ 52919 | $ 59061 | $60738| $61526| $ 62,710 $ 63,843 $ 65,823
Brevard Mosquito Control $ 38645 | $ 21450 | $ 17,000 | $ 17,000 $ 19,000 $ 19,000 $ 19,000
Rents:
T-hangars and Tiedowns $ 47,756 | $ 48,969 | $ 57515 | $ 57,495 $ 58,156 $ 57,903 $ 60,823
Sales:
Auviation fuel (Note-1) $ 96,873 | $145,077 | $107,965 | $104,432 | $114,399 | $127,786 $ 205,531
Net Fuel Revenue
(Notes 2 & 3) $15150) | $ 38,401 | $ 24941 | $ 23,927 | $ 32,848 | $ 35930 $ 11,047
Total Operating Revenue $236,193 | $274,557 | $243,218 | $240,453 | $254,265 | $ 268,532 $ 351,177

Notes:

Note-1: Represents gross receipts.
Note-2: Gross sales revenue minus inventory cost (shown for planning purposes — not summed in total).
Note-3: 2006 earnings are distorted downward by end of year fuel purchases whose Sales will be reflected in 2007.

9.4.2 Historic Operating Expenses

Care must be taken when evaluating historical financial reports for Valkaria Airport because of the
imprecise and variable format of historical financial reports, a situation typical of many small
airports subject to governmental accounting practices. As a consequence, it is necessary to go
beyond published public budgetary records to ascertain necessary and correct detail for some
expense categories. Some expense categories are initially unclear by function, and seem to be co-
mingled with what would normally be capital expenses. The expense category of “outside
contracts,” for example, masks the purpose of the contracted service, so additional detail must be
researched for a clear understanding. Certain historical expense categories also reflect widely
fluctuating amounts, probably dependent on management attention to airport matters such as
maintenance. Notable apparent perturbations will be noted on respective tables of data which
report on years 2000 through 2006. Not reflected in these expense figures are the “non-operating”
costs of debt service which have declined from about $25,000 per year in 2000 to about $13,000 in
2006 (Table 9-6).
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Table 9-4
Historic Airport Operating Expenses
Category 2000 2001 2002 2003 2004 2005 2006
Salaries, wages, benefits $ 81,087 | $ 93,713 | $94,732| $ 84860 | $ 86,051 | $ 84653 | $ 95263
Outside contracts (Note-1) $ 34344 | $ 58018 | $ 11,160 | $ 15606 | $ 14,284 | $ 13926 | $ 26,714
Utilities $ 4190 $ 4419| $ 3911 $ 5,383 $ 4,094 $ 4,140 $ 5,408
Communication & postage
servioes (Note.2) postag $ 72| $ 37| $ 45| $ 235| $ 588 $27,707| $ 39,127
Insurance $ 3736| $ 6811| $ 7,599 $ 8,498 $ 6,564 $ 7,315 $ 10,460
Travel and local mileage $ 945| $ 652| $ 562 $ 495 $ 697 $ 789 | $ 144
Facility and equipment
vk A ?No'i’e_S) $ 6770| $ 2039| $ 2078| $ 2,850 | $ 1,947 | $ 26,045 | $ 19,700
Inventory for resale (avgas) $ 81,723 | $106,676 | $ 83,023 | $ 80,506 | $ 81,551 | $ 91,857 | $194,484
Other (Note-4) $ 6,981 $ 5,900 $ 7,956 $ 31,207 $ 24,780 $ 21,466 $ 26,509
Total Operating Expense $219,848 | $278,265 | $211,066 | $229,640 | $220,556 | $277,898 | $ 395,397
Total Operating Expense
Minus Inventory for Re- $138,125 | $171,589 | $128,043 | $149,134 | $139,005 | $186,041 | $200,913
sale

Notes:

1-Typically include a Brevard County charge for IT services and various maintenance contracts. 2006 budgeted, not actual.
2-2005 and 2006 apparently included non-recurring capital costs not properly part of O & M expenses.

3-2006 budgeted, not actual.

4-2003 and later includes Brevard County government "Indirect" charge.

9.4.3

Historic Operating Revenue-Expense Differentials

As Table 9-7 indicates, Valkaria Airport has generally had modest revenue surpluses in most
recent years; but had a growing operating deficit starting in 2005 as airport staffing, maintenance,

and minor improvements were made under new management.

The 2005 and 2006 financial

statements also had unrealistic expenses in the “communication and postage services” and
“inventory for resale” categories. In the former, it is thought the expenses include some capital
costs of the new AWOS system, while the 2006 “expenses” represent the cost of aviation fuel
inventory not sold or reported in the year purchased. Those expense categories for both years were
therefore “smoothed” for development of future expense projections.

Table 9-5
Historic Airport Operating Revenue-Expense Differentials
Category 2000 2001 2002 2003 2004 2005 2006
Revenue $236,193 | $274,557 | $243,218 | $240,253 | $254,265 | $268,532 $351,177
Expense $219,848 | $278,265 | $211,066 | $229,640 | $220,556 | $277,898 $395,397
Differential $16,345 | $(3,708) | $ 32,152 | $ 10,613 | $ 33,709 | $ (9,366) | $(44,220)
Notes:

The large 2006 deficit is partially attributable to unsold aviation fuel inventory.
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9.4.4 Projected Operating Revenues

Valkaria Airport has solid potential for substantial operating revenue growth during the
two decades covered by this AMP update. Part of the growth will be generated by renewal
of lease and rental agreements on existing facilities at established Fair Market Value
(FMV). A major share of revenue growth will result from expansion of aircraft storage
facilities for which there is much pent-up demand, and strong future demand. It is also
anticipated that there will be modest revenue growth from development of airport property
consistent with the publicly approved vision and future land use plan presented in this
study.

Rates and charges for existing and future facilities and services will be based upon a "Rates
and Charges Adjustment Plan" (RCAP) that will be developed subsequent to completion of
this AMP update. The RCAP will include policy guidance, statutory requirements,
methods and frequency of establishing FMV, and methods and frequency of escalation of
rates and charges to ensure the airport is earning fair value on public investments and
maximizing its potential for financially self-sufficiency.

The projections in Table 9-8 assume, for planning purposes, a 3 percent growth rate in
most rates and charges once FMV has been established. Gross revenues are adjusted
upward in consonance with additions to income generating facilities per the CIP.
Additional explanatory notes are found on the table of projections.

Table 9-6
Projected Near Term Revenues
Source 2007 2008 2009 2010 2011

Habitat Golf Course lease $ 65823 | $ 67,798 | $ 69,832 | $ 71927 | $ 74,085
BC Mosquito Control lease (Note-1) $ 19000 | $ 28314 | $ 33650 | $ 34,660 | $ 35,699
T-Hangar leases (24) (Units

A+B)(Note-2) $ 51,840 | $ 55,008 $ 58176 | $ 61,344 | $ 64,512
T-Hangar leases (20) (Unit C)(Note-3) $-| $ 50,400 | $ 51,912 | $ 53,469 | $ 55,073
T-Hangar leases (20) (Unit D) $- $- $-] $ 53469 | $ 55,073
;')el%‘l")"” rent (20 spaces) (22 in $ 7440 $ 7663| $ 7,893 | $ 9044 | $ 9,316
Aeronautical land leases (Note-4) $-| $ 1800| $ 3708 $ 3819| $ 15934
Fuel sales (net of COGS)(Note-5) $ 34,086 | $ 36477 | $ 39,755 | $ 42478 | $ 46,827
Miscellaneous fees $ 500 | $ 515| $ 530 | $ 546 | $ 563
Operating Revenues Total $178,689 | $247,975 | $265456 | $330,756 | $ 357,082

Notes:

1-Assumes renewal in 2008 at FMV of $0.13 psf/year escalated at CPI.

2-Assumes $11/month adjustment per year, starting in 2008, to reach FMV in 2012.

3- Assumes FMV rent of $210/month established in 2008 dollars.

4- Notional estimate based on indicated interest.

5- Based on historical $0.67/gal markup escalated 3 percent per annum on sales volume averaging 5 percent
growth, stepped with T-hangar additions.
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9.4.5 Projected Operating Expenses

Table 9-9 reflects projections of future expenses throughout the planning horizon. An annual
growth rate of 3 percent over 2006 expenses is assumed for established costs. Additionally, there
are step increases in certain expense categories as facilities or personnel resources are added to the
airport throughout the development period. Those step increases were then increased by 3 percent
annually in subsequent years.

Table 9-7

Projected Near Term Operating Expenses and Net
Iltem 2007 2008 2009 2010 2011
Salaries/wages/benefits (Note-1) $ 98,121 | $128,902 | $132,769 | $136,752 | $ 140,855
Contracted services (Note-2) $ 19271 | $ 13,178 | $ 13573 | $ 13981 | $ 14,400
Travel $ 1500 $ 1545| $ 1591 | $ 1639 $ 1,688
Communications $ 5661| $ 5831 | $§ 6006 $ 6,186 | $ 6,372
Utilities (Note-3) $ 7291 | $ 10,188 | $ 13,171 | $ 13567 | $ 13,973
Insurance (Note-4) $ 11860 | $ 15306 | $ 18855 | $ 19,421 | $ 20,003
?,"\fgt”;_es”)ance (Equip & Facilities) $ 23972 | $ 26102 | $ 28885 | $ 29,752 | $ 30,644
Machinery & equipment (non-capital) $ 7000 $ 7210 $ 7426| $ 7649| $ 7,879
Other expenses $ 23274 | $ 23972 | $ 24691 | $ 25432 | $ 26,195
Operating Expenses Total $197,950 | $232,234 | $246,969 | $254,378 | $ 262,009
Annual Operating Net $(19,261) | $ 15741 | $ 18487 | $ 76,378 | $ 95,073
Notes:

1-Staffing increases from 1.6 to 2.0 FTE in 2008.

2-Contract services reduced by use of increased staff in 2008.

3- Each new 20-unit T-hangar adds estimated $2,600/year in 2007$.
4- Each new 20-unit T-hangar adds estimated $3,000/year in 2007$.
5- Each new 20-unit T-hangar adds estimated $2,000/year in 2007$.

9.4.6 Projected Near-Term Net Balance

The most important indicator of potential affordability of the CIP is a projection of net
annual operating and non-operating cash flows. Projections in Tables 9-8 and 9-9 indicate
a positive operational cash flow starting in 2008. Table 9-10 shows that debt service on
the local share of capital developments will increase steadily, but modestly, throughout the
near-term development period as CIP projects are initiated. That growth in debt service,
however, will be outpaced by projected growth in operational income, illustrating the value
of completing high revenue producing projects such as T-hangars early in the development
program. Table 9-11 reflects the combined operating and non-operating net cash flow
projections for the near-term development period.
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Table 9-8

Near Term Non-Operating Projections

Non-Operating Expenses 2007 2008 2009 2010 2011
Debt service-principal (Note-1) $ (10,000) | $ (19,620) | $ (26,070) | $ (36,384) | $ (38,215)
Debt service-interest (Note-2) $ (2,192) $ (18,798) $(28,709) | $ (28,722) | $ (30,596)
Non-Operating Expense Total $(12,192) | $ (38418) | $ (54,779) | $ (65,106) | $ (68,811)
Non-Operating Revenues
Interest earned (Note-3) $ 5000 $ 5000 | $ 5,000 $ 5,000 $ 5,000
Non-Operating Revenue Total $ 5000 $ 5000 $ 5,000 $ 5,000 $ 5,000
Annual Non-Operating Net $ (7192) | $ (33,418) | $ (49,779)| $ (60,106) | $ (63,811)
Notes:
1-CIP project costs escalated at 4 percent/year in 2008 and beyond.
2-Assumes simple interest of 5.5 percent/year on 20-year debt.
3-Notional estimate based on historical averages.

Table 9-9
Annual Combined Net
2007 2008 2009 2010 2011

Operating and Non-

Operating $ (26453) | $ (17,677) | $ (31,292) | $ 16272 | $ 31,262

9.4.7 Projected Mid and Long-Term Operating Trends

Mid and long-term financial projections have marginal value because of the rapidly increasing size
of the “cone of uncertainty” regarding forecasts and a host of socio-economic factors. They do,
however, give at least a notional idea of the possibilities given the assumptions previously stated,
and the stepped completion of the 20-year CIP. The comparison of projected revenues and
expenses for the mid and long-term periods shown in Table 9-12 would indicate a reasonable
probability that Valkaria Airport will be able to generate sufficient long term revenue to adequately
operate and maintain the airport, and to fund the developments in this CIP.

Table 9-10
Projected Operating Revenue-Expense Differential
Operating Operating

Year Revenues EXxpenses Differential
2007 $ 178689 | $ 197950 | $ (19,261)
2008 $ 247975 | $ 232234 | $ 15,741
2009 $ 265456 | $ 246,969 | $ 18,487
2010 $ 330,756 | $ 254378 | $ 76,378
2011 $ 357,082 | $ 262,009 | $ 95,073
Near Term Total $1,379,958 | $1,193540 | $ 186,418
Mid Term Total (2010-2016) $2,274,390 | $2,087,745 | $ 186,645
Long Term Total (2017-2026) | $5,916,760 | $4,586,120 | $ 1,330,640
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9.4.8 Summary of Capital Improvement Program Feasibility

This CIP is a product of careful and iterative review of the needs and wants of Valkaria
Airport, balanced against reasonable expectations of adequate funding. The airport,
although small and undeveloped, has a solid revenue stream and a reasonable budget. It
has the potential to generate substantial future revenue growth by serving the pent-up and
future demand for airport services and facilities, such as hangars, in the airport’s service
area. If the CIP is implemented as planned, all indications are that Valkaria Airport will be
able to fully fund near and long term development with modest short term debt that can
easily be serviced by the healthy and growing revenue stream. Implementation of this CIP
will allow the airport to meet safety and maintenance standards expected of a modern
airport, give it the capacity to meet air service demands of Brevard County’s large
population of aviation enthusiasts, and provide modest economic stimuli to the local
community in the form of sales and property taxes and employment generated by airport
activities. It is important to remember that this CIP is a good plan, but actual developments
will only take place when actual need is imminent or manifest, and when suitable funding
can be made available.

9.4.9 Postscript

The Brevard County Board of Commissioners met on August 29, 2007, and voted to
approve the Valkaria Airport Master Plan Update Final Draft Report subject to the
following specified conditions: (1) Runway lighting for Runway 14-32 be removed from
the Long Term Phase of the Capital Improvement Program; (2) Reference to second and
third party funding of hangars in the Capital Improvement Program be deleted to reflect
County policy to build and be the landlord for all hangars unless the County cannot keep
up with demand; and (3) Any future Fixed Base Operation would be subject to County
approval and jurisdiction (Clerk to the Board Memorandum dated September 6, 2007).
The Board directed changes necessitated changes to Final Draft Report Tables 9-1 through
9-4, 9-8, and 9-9 to reflect elimination of runway lighting costs, and shifts in hangar cost
from second/third party investments to 80 percent state plus 20 percent local funding.
Those changes are reflected in this Final Report.
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