
Airport Finances 
A Users Viewpoint


As pilots, we pride ourselves on maintaining situational awareness when 
flying.  We strive to  know and maintain the mechanical condition of our 
aircraft.  Yet few of us ever consider the financial health of our airport until 
either our rents go up or the airport comes under threat because it is not 
“paying its own way”.   


Our organization, CalPilots, is committed to the preservation of airports 
and ensuring that appropriate fiscal decision-making occurs.  This 
presentation will present an outline on understanding airport finances, 
where to find information on the financial health of your airport, and using 
facts you find to help defend your airport.
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Do you know where to look to see the financial condition of your airport?  

Is your airport financially stable?  


Does it have the funds to pay its portion of FAA Grants for airport improvements?  

Is it accepting FAA Grants?  


Does your airport have outstanding debts?




Each of us makes lots of decisions every time we fly.  Is the airplane airworthy?  Are 
we physically fit to fly?  Is the weather ok?  Do we have enough fuel to get us there? 


And on and on - each of these decisions matter!


Yet we take the financial health of our airport for granted and trust it to others.

Why does it matter?  Each of us makes a decision on where we base our aircraft - 

Do we tiedown or hangar - Where do we buy our fuel?  Sometimes we have a 
choice of more than one airport - How do we choose?


Generally, our decision comes down to - Where is there space and

how much is it going to cost me each month?


Yet the financial health of your airport affects all of these things and more.  How is 
your airport viewed by the Airport Manager?  Elected Officials?  The Pilots?




So let’s prepare for takeoff and begin our journey….



What is an Airport Sponsor? 

An entity - be it city, county, authority, or district -  financially and operationally 

responsible for the airport.  If the airport seeks FAA Grants, then it is who the FAA 
requires to provide the matching funds, maintain the improvement, and abide by the 

Grant Assurances.

Within the entity, what department is the airport under?  Why is this important?


Is the airport a stand alone entity?  Does it exist under Public Works?  Is it in another 
department where it may be subject to “Governmental Influences” such as Planning.  

What is the path to the decision makers - the City Manager or City Council?


1) It is important to understand where the airport sits in the government hierarchy.  
This will indicate what the airport “chain of command” is and how it accomplishes 
the necessary decision making.


2) The department where the airport reports may demonstrate leadership obstacles 
or influence the availability of resources.  




How do we monitor the Financial Health of our Airport?


It is important to note that what we are discussing here are public 
documents.  


There should be no need for the Sponsor or Airport Manager to not 
provide them or at a minimum provide you the location where you can 

find them.




First, we will discuss the ACFR - the Annual Consolidated Financial Report. 
This document may be produced by the sponsor itself or the airport data 


may be contained in the larger entities filing.  This document is generally published 

up to seven months after the end of the Fiscal Year, and this will vary by entity.  


It is an audited document and should contain a summary or the airport’s 

revenue and expenses, including grant income and debt.   


It is generally produced by the Finance Department of the entity and should be 
found on the entity’s website.


Important: It is not the budget or a representation of the budget - It is a backwards 
looking overview of the airport’s finances and may be very different from the current 

budget itself.
















The airport’s finances, in a different but standardized form, are then sent to the State Controller’s 
office.  Each year, on or around November 1, the previous years ACFR information is published and 

available for comparison to other airports.


Here is a sample of what the information from your airport might look like:




Airport Data is available from the California State Controllers website is updated 
annually around November 1 


City Sponsored Airport Data can be found at:

 
https://bythenumbers.sco.ca.gov/Raw-Data/Cities-Raw-Data-for-Fiscal-Years-2020-21


/kyrq-f99p

County Sponsored Airport Data can be found at:


https://bythenumbers.sco.ca.gov/api/views/3wyv-ctzt/files/8359fa54-ad1c-4739-
a792-4678aa99317e?filename=CountiesRawData_FY2020-2021_20220914_V3.xlsx


Once the raw data excel file is downloaded, navigate to the tab 
“CIX_AIRPORT_ENTERP_FUND” to find the information. 


https://bythenumbers.sco.ca.gov/Raw-Data/Cities-Raw-Data-for-Fiscal-Years-2020-21


What is the Airport Enterprise Fund and Why is it important?


An enterprise fund is crucial - it is its own budget and 
accounting mechanism and is separate from the General Fund.  

It insulates the airport from the General Fund and provides 
transparency for the aviation community.  For lack of a better 

term, the AEF is the pot where all of the revenue for the airport 
is deposited and from which all of the expenses are paid. 


The FAA has little to no control over the AEF except to ensure 
that Grant Funds are properly accounted for and funds are not 
being transferred from the airport (except in rare occasions)




Self-Sustainability  

This is the “Goal” of every airport.  Some airports lack the revenue sources to reach this 
goal, some have “structural impediments”, most meet this easily.


As pilots/aircraft owners, it is in our own best interest to seek the equilibrium of Self-
Sustainability for the protection of our airport.  Maintaining this fends off attacks from 

those who would say we don’t pay our own way.




Budget 

As pilots/aircraft owners, we understand the basics of aircraft budgeting.  There are fixed 
costs, variable costs, and set-asides for contingencies.


For the most part, airports run in a similar fashion, BUT…. 
We need to remember that these are government entities and they budget in 


ways that may seem foreign to us (or even inept).


From looking at the budget documents, it would appear that many of their spending 

estimates are a W.A.G.


Wild @$$ Guess  



Here are 
the 

budget 
results for 

Santa 
Clara 

County 
for FY 

2022/23



It was presented so that you are aware of the complexity of a government budget - 
storm clouds ahead.


Now, let’s look at a couple of inaccuracies in that process.

No, it was not intended for you to read the previous slide.




To provide you a closer look at the example, consider the following: 









By now, you are asking yourself - Why did we do this exercise?

As you drill down into the depths of the budget documents, you find little nuggets…


Questions that you need to ask about.

Here is one from the previous pages:


In FY 2022, the annual budget for Utilities (Electricity, Gas, and Water) was $240,900 - 

the amount actuallyspent was $190,800.


For FY 2023, the planned budget for Utilities was $165,200 - the amount actually spent 

at the mid-year point (6 months) was $143,800.


Does any of this make sense?



Take a break



“On Budget vs. Off Budget” 

What do you mean?  When referencing the Airport Enterprise Fund and Self-Sustaining, 
we are referring to the revenue generated on the airport that stays on the airport.


On Budget 

Hangar and Tiedown Rents

FBO Leases


Fuel Flowage Fees




Off Budget 

This refers to taxes and fees that you pay that do not stay on the airport and benefit 
the General Fund or other beneficiaries (ie. Schools)- The FAA does not currently 

recognize these as Airport Revenue and there is no obligation to keep these funds 
solely for airport use.


Possessory Interest Taxes

Personal Property Taxes


Sales Tax

Gas Tax (Both State and Federal)


A note here: Caltrans Aeronautics should be the recipient of the State Gas Tax 
Revenue but the Legislature took those funds for General Fund purposes.


  Therefore, Caltrans has no (or very limited) funding to provide assistance to airports to 
meet Grant Funding requirements.




FAA Grants 

First and foremost, this is your money.  You pay the taxes that provide these grants

 (in addition to the local and state taxes you pay)


Airport Improvement Grants (AIP) are provided for the safety and efficiency of our 
airports.  They are ticket tax dollars, not General Fund money.


They provide 90 percent of the funding for things like paving runways, improving 
lighting and signage, and other airport improvements.


More importantly, they come with strings attached - 

A 20 year commitment to maintain the asset and 

A commitment to abide by 39 Grant Assurances that the FAA Enforces 



The FAA has a toolbox they utilize to ensure that responsible decision making occurs 
on the of sponsors (including the Grant Assurances) but some of these actions are not 
well documented to provide clarity for the public.  Often, the FAA appears to have a 
very limited ability to address these issues.  The relevant sections of the Grant 
Assurances - 13 Accounting System, Audit, and Record Keeping, 24 Fee and Rental 
Structure, and 25 Airport Revenues - appear to provide little to no protection for the 
user community who both utilize and pay for the airport.  




Commercial vs. Non-Commercial Space - 


This has arisen at a number of airports - most recently at SNA.  The issue is one of 
definition, responsibility and oversight.  


The definition of what is commercial or not depends on who rents the property and 
what restrictions (aircraft size or operation) are placed on the space


Who is the responsible party for renting space - the airport or the FBO?  If it is the 
FBO, then the airports have deemed the space “commercial” and rents the ground 

accordingly.  If it is the airport, then each space is generally assigned a parcel number 
(taxed as possessory interest) and the space is considered non-commercial and use 

may be restricted (ie. Part 91 non-flight school or flying club use)


Oversight depends on the lessor - Is it an individual/corporation/flying club or an 
FBO?  In either case, the airport rules apply but there may be additional restrictions 

placed on use depending on the business plan or model of the FBO.




Now let’s take a look at four different cases which CalPilots is aware of and which 
we are participants in discussions with the airport sponsor, pilot organizations, 

and/or the FAA.




Santa Clara County Airports - Santa Clara County has decided to stop taking FAA Grants 
for Reid Hillview Airport.  The intent here is to allow the 20 year clock to run out in 2031 so 
that the county may close the airport.  Without grants, the county has decided to “self-
fund” improvements required to maintain a safe environment and meet the requirements 
of the Grant Assurances.


This has resulted in “loans” from the General Fund to the airport - the current amount 
exceeds $7 million and is projected to reach $20 million over a ten year span.  The first of 
these loans is due in 2027 - they are interest only.  The Airport Director has stated on the 
record that there are no plans in place to pay off the principal.  Further, the interest rate is 
floating and determined at the the end of each quarter - how do you budget for that?


The question pending with the FAA is: Is there a Fiduciary Responsibility on the part of the 
sponsor to operate the airport in a business-like manner?




Torrance Airport - Torrance has a significant income from leases to automobile dealers

whose facilities are located on land leased from the airport.  According to the most recent

Torrance ACFR, the airport receives approximately $12.5 million annually from these 
leases, 

but as there are no grants in place the city takes approximately $11 million of that money

and transfers it to the General Fund.  


There are currently no restrictions that prevent the city from doing this.




The City of San Jose - According to the most recent San Jose Mineta International 
Airport

ACFR, General Aviation revenue was approximately $11 million and expenses were

$920,000.  The airport operates under an Airline Lease Agreement - this essentially takes 
all of the revenue from the entire airport (GA, Parking, Rent-a-car, Terminal Rents, and 
Landing Fees) and places them in a single pot with a target of 125% of the budget.  In 
most cases, the only year most airports missed these goals was in 2020 during Covid but 
the airports received Federal Grants that minimized the damage.


At the end of the year, if the total revenue exceeds the 125% figure then the airlines get a 
rebate.  This varies from year to year and airport to airport and the range can be 
significant.  


In 2022, SJC received approximately $32 million in Cares Act and BIL funds - none

of these funds were allocated to General Aviation or GA businesses - and the airlines

received an end-of-year rebate of approximately $27.5 million.




In 2022, SNA Total Revenue was $178 million and expenses were $138 million leaving 
a profit of $46.7 million.  


LAWA (Los Angeles World Airports - they run LAX and Van Nuys) for 2023 is projecting 
$1.73 Billion in revenue and $988 million in expenses. 


Both of these indicate numbers indicate that the airlines received significant rebates 
and/or reductions or minimal increases in fees (landing fees and rents) at the end of the 
year which GA does not participate in.


It should be noted here that the airlines frequently pay reduced taxes or have the ability 
to avoid some taxes altogether due to their methods of conducting business (ie. Out of 
state fuel and parts purchases as well as aircraft registration) which avoid personal 
property or sales taxes.




Airport Districts in California are another type of sponsor with a significant difference - 
they are taxing entities with significant incomes.  There are currently 9 such districts in 
the state:

Truckee-Tahoe Airport District		       Monterey Peninsula Airport District

Santa Maria Public Airport District		 Big Bear Airport District

Minter Field Airport District		 	          Indian Wells Valley Airport District

Cameron Park Airport District	 	       Yucca Valley Airport District

Mojave Air and Space Port






Truckee-Tahoe Airport District - This district encompasses a large taxation revenue 
stream that extends beyond the airport boundary.  The result is it has revenue 
exceeding $15 million annually and spends this beyond the district boundary and 
even outside of the state.  The result of this is a blurring of the lines as to where airport 
fund expenditures end and general tax revenue spending begins.  The FAA is currently 
looking into this situation.




Depreciation


As a general rule, depreciation is a normal non-cash out expense designed to provide for 
future expenditures at the end of life for the repair or replacement of assets.  With airports, 

however, the lines are less defined as grants may pay most of the replacement cost.


It would appear some entities may use this accounting item to show that the airport is 
financially a drain on the community.






Let’s look at an example of how this might play out.


The City of South Lake Tahoe has expressed the position that they want the  South 
Lake Tahoe Airport to be fully Self-Sustaining.  The current budget for the airport is 
just over $1 million per year.  In order to accomplish this goal, they have doubled 
hangar rents and landing fees, however, they continue to depreciate assets at the 

airport in an amount that exceeds the airport budget. 


The airport only has a few assets to depreciate.  The ramp, runways, and taxiways were 
funded by grants at 90% by the FAA.  The hangars were constructed in 1995 and the 

loan was paid off in 2015.  


All that is left is the terminal building - interestingly, the primary tenant of the terminal 
building is The City of South Lake Tahoe’s City Hall and …They are in their 7th year 

without a rent increase - The current rent is approximately $2.30 per square foot for the 
roughly 10,000 square feet of office space they occupy. 




So let’s step back


What is the role of the FAA in oversight of these airports?  

What protections are available to the users in assuring that they are included in the 

equation?  What changes need to be made to the Grant Assurances to provide proper 
protections?


How do we address a sponsor who is still covered by the Grant Assurances but has 
decided to no longer accept grants.  Instead, they are doubling the burden on the users 
by collecting taxes that fund grants and also forcing them to pay for the airport’s 
improvements through rates and charges,

   

If an airport has no grants and thus is not bound by the Grant Assurances, how do we 
assess their Fiduciary Responsibility?  They divert airport funds with impunity to the 
General Fund without limitation or oversight as though it was their personal ATM 
machine.




Finally, we enter into the realm of the FAA-sanctioned Airline Lease Agreement, 
where all funds generated on the airport go into the pot to reduce the cost of 
operation for the airlines by controlling the Cost per Passenger Emplaned (CPE).  
The airlines underwrite the bottom line but also receive a rebate at the end of the 
year that effectively reduces their costs.  Meanwhile, the users see their costs rise 
annually regardless of the rebate because they do not participate in the revenue 
sharing.




Is the current method of oversight and regulation 
adequate in protecting the airport users from 
sponsors who are able to manipulate revenues 
generated on the airport for either their gain or the 
benefit of others?  In what venue is that oversight 
enforceable?  


Can the FAA provide  defensible definitions of the 
terms they are responsible for:


Define the conditions that equate to “Transfer of Noise” 

Define what “Fair and Reasonable” means where rates 
are concerned? 



There are two additional conditions that impede this process: 


1) the delay in reporting via ACFR and State Controllers Reports of up to 15 months - timely 
action is not possible because financial reporting is significantly delayed


2) the current agreements at Air Carrier airports with revenue sharing and rebates to the 
carriers at fiscal year end places General Aviation at an extreme disadvantage.  General 
Aviation deserves a place at the table and a share of the pie


This also works in reverse: There are instances where revenues are deliberately suppressed by 
the sponsor to the detriment of the users - we can cite: 

1) the substandard rents such as the terminal rent at TVL

2) refusal to enter into long term leases with the FBO’s at RHV which reduces both lease and 

tax revenue.


As a result of the above, are there any disciplinary measures available to penalize airport 
sponsors short of removal of funding?  Some sponsors might wear this as a “badge of honor”  
because it justifies their argument that airports are not profitable. They in turn might raise fees 
in an attempt to make the airport less desirable or simply use the lack of self-sufficiency as a 
stronger argument to close the airport.




Finally, some questions regarding “Self-Sufficiency”:

1) What is the view of the FAA regarding off-budget revenue as it relates to self 

sufficiency of an airport.  These are not insignificant sums of money which most 
airports do not get credit for generating.  We need to redefine the view of “Self-
Sufficiency” to include all sources of revenue and taxes paid on the airport and not 
just what is on the airport budget.


2) If a sponsor chooses to use General Fund monies to supplement the Airport 
Enterprise Fund, what oversight and financial requirements are placed on that 
sponsor.  If the conditions on those loans are a burden to the users, what options 
are available to them?  Should there be a cap on the financial impact or loan 
conditions placed on the AEF that protect the users? 


3) The question of whether these actions are responsible on the part of a sponsor is 
one which currently only the FAA can judge.  How can we protect the users who 
are going to be left with both the financial and political baggage of any decision 
going forward.




The question remains: How and under what authority are 
the users able to address the fiduciary 
responsibility of a sponsor?  As you can see, none of the 
questions we have asked are simple and all pertain to issues that have or will 
occur at airports in the future. 




Closing


So now ask yourself:

How is my airport doing?  


 Who is financially responsible?

Are they running my airport in a prudent manner?	 


Are funds from my airport going to the General Fund?  

Are funds from the General Fund going to support my airport?  

Are the funds generated on the airport staying on the airport?  


Are the tax revenues generated on the airport recognized by local elected officials?




We have covered a lot of ground here.  There is still more that we 
could discuss, but our goal in presenting this information to you is to 
1) open your eyes regarding your airport, 2) provide you with a basic 
understanding of how airport finance works, and 3) demonstrate to 
you why those of us involved with CalPilots are here to assist you 

and protect our airports.
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