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COUNTY OF MILWAUKEE

Interoffice Communication

DATE:

June 11, 2012

TO:

Supervisor Michael Mayo, Chairman, Transportation, Public Works & Transit Committee

FROM:

Frank Busalacchi, Director, Department of Transportation 

SUBJECT:

INFORMATIONAL REPORT REGARDING THE BUDGET PROCESS FOR THE AIRPORT DIVISION/MKE REGIONAL BUSINESS PARK.
POLICY

Informational Report
REFERRAL

Referral from May 9, 2012 meeting of the Transportation, Public Works & Transit committee.   The Chairman and Supervisor Libscomb requested that the Airport provide a report that explains how the Airport budgets building leases and space agreements as a “separate cost center” utilizing Passenger Facility Charges (PFC) to offset any revenue shortfalls, at the MKE Regional Business Park.
BACKGROUND

The current Airport Airline Use and Lease Agreement (January 2011 - December 2015) is a residual cost lease agreement. In a residual cost lease, airline rates and charges are set in order that the airport system will break-even each year. This negotiated lease continues to make the Airport system’s operation, (General Mitchell International Airport and Timmerman Airport), as a self-supporting enterprise fund of Milwaukee County.  All expenses of the Airport system will be covered through the revenue generated at the airports. 

The Master lease agreement established separate cost centers (terminal, airfield, cargo and apron).  One of the subsidiary cost centers is the MKE Regional Business Park (the former 440th Air Force Reserve Station (ARS)) which rolls up into the airfield cost center.  The revenue in this cost center is exclusively lease rental income, determined by calculating the value of currently executed leases. 
The use of Passenger Facility Charges (PFC) is not allowable.  PFC revenue can only be used for approved capital projects and operating activity directly related to the administration of the PFC program.

Rents for these properties are established by independent appraisal.  Based upon property type (i.e. Office space, airplane hanger, etc) and size, a rate per square foot is established.  All lease rates are calculated at current fair market value and vary from building to building. Expenses in this cost center include one staff member, Airport Business Manager, an on-site maintenance - management firm, security, utilities and supplies.  Per the Master lease any deficit projected in this cost center is rolled into the airfield cost center. 
Prepared by:  
Patricia M Walslager, Deputy Airport Director, Finance & Administration

Approved by:

_______________________  
______________________________

Frank Busalacchi, Director 
 
C. Barry Bateman
Department of Transportation

Airport Director

Cc:  Marina Dimitrijevic, Chairwoman, County Board of Supervisors
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