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SYNOPSIS -

On April 4, 2000, by Resolutions Nos. A99-123 and A99-
125, the Airport Board approved two contracts, totaling
$1,835,327.50, for the construction of a new Airport Airfield
Maintenance Facility. Although the construction contracts
have been conditioned so that the contractors cannot do work
beyond the funding available for the project, a loan from
Meredith Corporation is essential to complete the projects in
time for Airport crews to occupy the new facility prior to
next winter. The Airport loan agreement is consistent with
the loan terms specified in the existing lease agreement with
Meredith Corporation approved by the City Council on
August 23, 1999, by Roll Call No. 99-2676.

FISCAL IMPACT-

The proposed loan is for up to $1,000,000, a term of ten
years, an interest rate of 7%, and is to be subordinate to the
existing Airport Bond Resolution. Interest payments will be
due quarterly on the first day of October, January, April, and
July. Principal payments will be due in equal annual
installments beginning on the earlier of January 1, 2001, or
the date of the final disbursement of loan proceeds. If the full
$1,000,000 is needed, equal annual principal payments of
$100,000 beginning January 1, 2001, will be required with
the interest payments made quarterly. Under this required
repayment plan, total annual debt service will decrease from
a maximum of $170,000 in the first year to $107,000 in the
final year. The loan can be paid off in its entirety, without
penalty, at the end of any year.

Under the existing lease agreement, Meredith is obligated to
pay, at a minimum, land rental of $75,386.22 per year. In
addition, Meredith remains obligated to pay a fuel flowage
fee on each gallon of aircraft fuel delivered into their fuel
storage facility. Historically, Meredith has paid



approximately $25,000 per year in fuel flowage fees.
Therefore, Airport fees paid by Meredith will be sufficient to
offset most of the cost of payments due under the proposed
loan agreement. Any remaining funds needed to make the
loan payments are to come from the Airport Enterprise Fund.

RECOMMENDATION -

Set the date for public hearing for approval of the
proposed Airport Loan Agreement.

BACKGROUND -

On August 23, 1999, by Roll Call No. 99-2676, the Council
approved a land lease agreement with Meredith Corporation
which allows for them to construct an aircraft hangar at the
Airport on a site currently occupied by the Airport's Airfield
Maintenance Facility. The Lease has a term of 20 years
beginning on September 1, 1999, and expiring on August 31,
2019, with two, five-year options that are subject to approval
of the City. Under the lease, Meredith will pay an annual
rental amount of $75,386.22, and are to develop an aircraft
hangar facility with an estimated cost of approximately
$3,000,000. Ownership of all buildings and improvements
constructed on the leased premises will remain with Meredith
during the lease term and be subject to ad valorem taxes.
Ownership of the improvements will revert to the City
(Airport) at the expiration or termination of the lease.

Additionally, the lease provides that Meredith will: (1)
demolish the existing Airfield Maintenance Facility after the
Airport has vacated and relocate the electric, gas, water, and
sewer utilities; (2) relocate the Airport's existing underground
storage tanks which contain fuel and glycol to the new site
and have the tanks recertified; (3) construct a new Taxiway
R-2; and (4) to assist in the construction of the new Airfield
Maintenance Facility, provide to the Airport a loan,
subordinate to the existing Airport Bond Resolution, for up to
$1,000,000 with a term of ten years at an interest rate of 7%.
The cost of items 1 through 3 above is estimated in excess of
$390,000. Any costs in excess of that amount will be borne
by Meredith.

The location of the new Meredith hangar is to be on the north
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