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Chapter Eight 
Financial Program

INTRODUCTION�

Financing HFJ’s 20-year capital improvement program can be accomplished 
through a variety of resources and by utilizing a combination of Federal, state and 
local funding methods.  These include the FAA’s Airport Improvement Program 
(AIP); MoDOT, Aviation Section’s, State Aviation Trust Fund; State Transportation 
Assistance Revolving (STAR) Fund loan program; as well as revenue bonds, private 
investments, airport revenues, as well as budgeted allocations from the City.  

This chapter will discuss these alternative methods, highlight options and 
guidelines in generating revenue at the Airport, as well as provide an evaluation of 
the Airport’s revenues and expenditures.

CAPITAL IMPROVEMENT FUNDING SOURCES�

Federal Airport Improvement Program (AIP) 
Originally authorized by the Airport and Airway Improvement Act of 1982, the 
AIP program is funded through the Airport and Airway Trust Fund (enacted by 
legislation in 1970), which receives 100 percent of its funding from aviation-
generated user fees including passenger and facility fees, as well as cargo and fuel 
taxes.  The AIP provides Federal entitlement and discretionary funding grants to 
be used for AIP eligible projects at public use airports that serve primarily general 
aviation.

Non-Primary Entitlement Funds 
Non-primary entitlement (NPE) funds are specifically for general aviation 
airports listed within the latest published National Plan of Integrated Airport 
Systems (NPIAS) that show a justified need for airfield and terminal area 
improvements.  During any fiscal year in which the total amount of system-
wide apportionments from the AIP and Aviation Trust Fund exceeds $3.2 
billion dollars, the current reauthorization act allots non-primary entitlement 
funds to be allocated to HFJ in the amount of $150,000 per fiscal year, or 20 
percent of the total five-year NPIAS improvements, whichever is less.  NPE 
funds are available during the initial year of allocation, as well as the next 
three fiscal years.  Unused entitlement funds will expire if not obligated 
under a grant after four years.

The Federal portion of AIP grants eligible to fund capital improvements is 
currently 95 percent with the remaining five percent of development costs 
to be funded through local sources and/or third-party investments.

Table 8.1 lists eligible and ineligible improvement projects as they relate to 
Federal AIP funding guidelines.  

8

AIP Funding Grants
The AIP program is funded through the 
Airport and Airway Trust Fund  which 
receives 100 percent of its funding from 
aviation-generated user fees including 
passenger and facility fees, as well as 
cargo and fuel taxes.  The AIP provides 
Federal entitlement and discretionary 
funding grants to be used for AIP eligible 
projects at public use airports that serve 
primarily general aviation.

The current reauthorization act allots 
non-primary entitlement funds to 
be allocated to HFJ in the amount of 
$150,000 per fiscal year, or 20 percent of 
the total five-year NPIAS improvements, 
whichever is less.
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Table 8.1 
AIP Eligible and Ineligible Projects
Eligible AIP Projects Ineligible AIP Projects
Runway Improvements Mower, Sweepers, Trucks
Taxiway Improvements Office Equipment

Apron Improvements Automobile Parking Lots

Airfield Pavement Maintenance Industrial Park Infrastructure

Airfield Lighting / Signage Business and Marketing Plans

Airport Master /Layout Plans Training of any Kind

Environmental Studies

Access Roads, Located on Airport Property

Mitigating Obstructions / Hazards to Navigation

Drainage Improvements

AWOS Facilities

Land Acquisition for Eligible Development

Tree Clearing in Approach Surfaces

NAVAIDs

Hangar Development*

Terminal Building Development*

Fuel Farms*

(*) These items are eligible for AIP funds only when all airfield facility needs are met 
and in compliance with FAA planning criteria. Otherwise, they are ineligible AIP 
projects due to low prioritization.
Source: FAA

Discretionary Funds 
There are two types of Discretionary funds.  The first, Set-Aside Funds, 
are reserved for noise compatibility planning and implementing noise 
compatibility programs.  The second type of discretionary funds includes 
those that are remaining after the apportionments are made and set-asides 
are accommodated.  Of these remaining funds, 75 percent is reserved 
for preserving and enhancing capacity, safety, security, and carrying 
out noise compatibility planning and programs at primary and reliever 
airports.  The remaining 25 percent of the funds are known as remaining, 
or pure discretionary, and may be used at any airport for any AIP eligible 
improvement project.

State Aviation Trust Fund 
The Missouri State Aviation Trust Fund is the primary state-funded source 
for capital improvement and maintenance projects on public-use general 
aviation airports in Missouri. Eligible projects include airfield and terminal area 
improvements, which exclude revenue producing facilities and vertical structures, 
that are included within the current five-year State Transportation Improvement 
Program (STIP).  The Trust Fund is funded with state 100LL and Jet A fuel taxes 

Missouri Aviation Trust Fund
The State Aviation Trust Fund is the 
primary state-funded source for capital 
improvement and maintenance projects 
on public-use general aviation airports 
in Missouri.  The Trust Fund is funded 
with state 100LL and Jet A fuel taxes 
and has an annual cap of $10 million.  
The Trust Fund portion of grants for 
eligible improvement projects is 90 
percent while the remaining 10 percent 
of improvement costs are to be funded 
through local revenue sources.  
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and has an annual cap of $10 million.  The Trust Fund portion of grants for 
eligible improvement projects is 90 percent while the remaining 10 percent of 
improvement costs are to be funded through local revenue sources.

State Transportation Assistance Revolving (STAR) Fund 
The STAR Fund was created by the Missouri General Assembly and is administered 
by the Missouri Transportation Finance Corporation (MTFC) in an effort to assist 
with the planning, development and construction of non-highway transportation 
facilities.  The MTFC provides STAR loans at a maximum of $500,000 to $550,000 
per grant depending on the fund’s reserve.  Additionally, the MTFC will fund up 
to 50 percent of the airport sponsor’s share toward an AIP funding grant, or 2.5 
percent.  STAR loans received from the MTFC are to be amortized over a period of 
10 years or less and offer competitive interest rates.  The typical interest rate for a 
10-year STAR loan is approximately three percent.

Third-Party Development 
Third party financing may be appropriate in the case where the City would use a 
third party developer or tenant to finance construction projects.  In this case, the 
third party would lease the structure for a period of years to the tenant paying the 
airport ground leases.  According to the terms of the agreement, the City receives 
ownership of the asset upon expiration of the lease.  This method of financing 
preserves the City’s cash to fund higher priority projects.  Examples of projects 
that are funded in this manner include the development of T-hangars, private and/
or corporate clear span and FBO/maintenance hangars.

Bonds 
A variety of bonds can be issued to support airport development projects.

General Obligation (GO) Bonds 
GO Bonds are backed by the creditworthiness and taxing power of the 
municipality operating the airport.  They usually bear low interest rates 
because of their high degree of security. However, state laws may limit 
a municipality’s overall debt, and competition from other community 
financing requirements may preclude their use for an airport project.  Some 
states have an exemption from the debt limitation rule for general obligation 
bonds because they are used for a revenue producing enterprise. 

Revenue Bonds 
Revenue bonds pledge the revenues of an airport sponsor to the repayment 
of debt service. These are the most common sources of funding at larger 
commercial service airports.  Revenue bonds are popular because they do 
not burden the taxpayer or affect the bonding capacity of the municipality.  
However, their use is limited to airports with a sufficient operating surplus to 
cover the debt service.  Projected Net Revenues must exceed debt service 
requirements by at least 1.25 times and up to 2.0 times, depending on the 
strength of the bond issuer and the underlying assumptions with respect to 
the market risk for the bonds. Interest rates are dependent on the coverage 

STAR Loans
MoDOT provides STAR loans at a 
maximum of $500,000 to $550,000 per 
grant depending on the fund’s reserve.  
Additionally, these loans will fund up 
to 50 percent of the airport sponsor’s 
share toward an AIP funding grant, or 
2.5 percent.  STAR loans are amortized 
over a period of 10 years or less and 
offer competitive interest rates of 
approximately three percent.
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ratio, but in any case will be higher than for general obligation bonds.  Other 
factors that may affect the interest rates on revenue bonds are the strength 
of the local passenger market and the financial condition of the airlines 
serving the market. 

Special Facility Revenue Bonds 
Special Facility Revenue Bonds are normally issued by the airport sponsor 
for the construction of a facility for a third party and backed by the revenues 
generated from that facility. This method of funding can be used for such 
facilities as maintenance hangars, airline reservation centers, terminal 
buildings, and air cargo terminals.

Industrial Development Bonds (IDB) 
IDBs can be issued by states, local government, or an airport authority to 
fund the construction of an airport industrial park or other facilities that 
may attract business and increase non-aeronautical leasing revenues at the 
airport.

Local Funds 
The remaining portion of project costs must be funded largely from local sources 
including airport revenue.  The local share of project costs can come from the 
annual cash flow at the Airport or with cash balances available to the airport 
sponsor.  The City may also provide funding for improvement projects for the local 
share from its annual cash flow or available cash reserves.

AIRPORT REVENUE SOURCES TO FUND CAPITAL IMPROVEMENTS �

As a condition of accepting Federal AIP funds, HFJ is required to maintain a fee 
structure that, in the circumstances of the Airport, allows it to be as financially 
self-sustaining as possible.  Therefore, the City and Airport are required to abide 
by accepted principles applicable to airport rates and charges. This also includes 
the ability and willingness to assess fair and reasonable fees for use of the facility 
and prohibit unjust discrimination against any class of user or aircraft type.  Lastly, 
exercising good faith in governing revenue collection and use is important.

HFJ benefits the community through rapid, accessible and convenient transporta-
tion including emergency services availability, as well as substantial economic 
activity generated by the Airport.  These benefits are diffused throughout the 
region, thereby providing a common welfare to the local community.  Also, the 
facility encourages the exchange of goods and services supporting the notion 
that the Airport is a business enterprise and should be self-sustaining.  With the as-
sistance of AIP funds, coupled with fair and equitable rates and charges reflective 
of realities of supply and demand, HFJ’s ACIP can be carried out in a feasible and 
reasonable manner that will benefit the Airport and the local community.

The following discussion concentrates on established practices regarding admin-
istering a rates and charges program to optimize the return on HFJ’s revenue cen-
ters.  These revenue centers, or services, are those in which HFJ will, or currently 

Local Revenue Sources
As a condition of accepting Federal AIP 
funds, HFJ is required to maintain a fee 
structure that, in the circumstances of 
the Airport, allows it to be as financially 
self-sustaining as possible.  Therefore, 
the City and Airport are required to 
abide by accepted principles applicable 
to airport rates and charges. This also 
includes the ability and willingness 
to assess fair and reasonable fees for 
use of the facility and prohibit unjust 
discrimination against any class of user 
or aircraft type.  Exercising good faith in 
governing revenue collection and use is 
important as well.   
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do, provide to current and potential airport users.  These services include T-hangar 
and clear span hangar rental space; tie-down aircraft storage; terminal building 
rental space for an Fixed Based Operator (FBO) or aviation related on-airport busi-
nesses; potential commercial/industrial/business lease rates; aircraft landing fees; 
and fuel flowage fees.

City or Private Owned T-Hangar Revenue 
Rental rates for T-hangars can be established based on an appraisal rate or 
rate per square foot.  The appraisal rate formula involves appraising the value 
of the land at the facility.  The rate would be a percentage of the appraised 
value of that portion of land supporting the structure sufficient to equal the 
appraised value and to allow debt service obligations.  Conversely, a rate 
per square foot can be a fixed rate or tied to the value of the land appraisal.  
For both methods, regular appraisals are recommended so that rates can 
reflect the increase in the value of the land as the facility grows.  Additionally, 
as maintenance and operational costs increase, lease agreements are 
recommended to include escalation clauses to recover these costs for 
improvements and amortization.  Where the structure is owned by a private 
entity, the tenant is recommended to be responsible for maintenance of the 
structure, as well as a specific amount of land adjacent to the structure. 

Clear Span Hangar Revenue 
The rental rate for these facilities can be based on an appraisal rate 
or rate per square foot.  Additionally, various hangar rental rates can 
be based on the structure’s locational advantages and its rental rates 
adjusted accordingly.  Escalation clauses within the lease agreements are 
recommended in order to recover maintenance and operational costs as 
well as amortization, if the hangars are owned and maintained by the City.  
Maintenance clauses, as discussed above, are also recommended as part of 
these lease agreements.

On-Airport Industrial / Commercial Business Revenue 
Airport property is not to be released, transferred or sold for private, 
industrial or commercial uses.  The Airport is recommended to lease 
land for such uses to desirable tenants in order to provide continuous 
income for the Airport.  As is common for most general aviation airports, 
commercial/industrial facilities charges include a fixed rate (appraisal or 
rate per square foot) plus a percentage of sales.  Percentage of sales most 
generally applies to commercial business, including restaurants or aircraft 
maintenance providers, that deal in sales while industrial establishments, 
not relying on local sales for revenue, provide fixed rate fees plus operational 
and maintenance costs through escalation clauses as part of the lease 
agreement.  These rate structures allow the Airport to benefit from the 
success of the businesses located there.  The businesses realize revenues due 
to the Airport providing the necessary facilities which enable their business 
to exist and prosper.  Additional improvements to the Airport, as provided 
by the City, will only enhance each firm’s business outlook.  In essence, the 
businesses are sharing in the cost of improvements in proportion to the 
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financial success they experience as a result of the City’s investment in the 
Airport.  Maintenance clauses, as well as insurance clauses (if applicable), are 
also recommended as part of these lease agreements.

Businesses located at HFJ now and in the future are recommended to abide 
by established minimum performance standards, included as part of the 
lease agreement, which ensure that necessary services are provided and that 
the quality of services adequately promotes the Airport’s image.

Terminal Building Lease Revenue 
Potential FBO and aviation service providers that might occupy space in 
the terminal building are recommended to be charged a fixed rate (rate 
per square foot) plus a percentage of sales fee structure, as is common for 
general aviation airports.  Maintenance and escalation clauses, as well as 
minimum performance standards, are recommended to be included as part 
of a lease agreement.

Landing Fee Revenue 
It is recommended that the City establish landing fees by utilizing a 
compensatory model of rates and charges determination.  In this approach 
the user (large aircraft weighing in excess of 12,500 pounds maximum gross 
weight) is charged based on their actual use of the facility from which they 
derive a benefit.  A fee is levied against the user to cover the corresponding 
expenses to maintain and operate the facility.  The rate of the landing fee is 
based on the aircraft operator’s prorated share of occupancy or usage.  This 
share of usage may be based on the total weight of the aircraft or annual 
operational activity.  A landing fee for large aircraft operators might be 
classified under an alternative term such as a ramp fee.  In the event that the 
aircraft operator purchases a minimum amount of fuel, the FBO may elect to 
waive a landing fee.

Fuel Flowage Revenue 
As is common for most general aviation airports, fuel flowage revenue 
includes either a fixed fee per gallon of fuel dispensed or a percentage of 
total sales.  This percentage may be quarterly, bi-annually or annually.  An 
alternative method for determining an appropriate fuel royalty/flowage 
fee might include instituting a graduated percentage of gross fuel revenue 
collection method in lieu of a fixed fuel flowage fee to allow for seasonal 
fluctuations, economic conditions, or principles of supply and demand.  As 
with any other commercial businesses based at the airport, fuel flowage fees 
are necessary because the proprietor derives a benefit from airport operation 
and should compensate the City accordingly.  Escalation clauses for a fixed 
rate fee, as well as minimum performance standards, are recommended to 
be included as part of the lease agreement.

Equipment Use Revenue 
Just as landing fees are levied against aircraft for utilization of the runway 
facilities, so, too, should aircraft operators and airport users be charged a 
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fee for use of airport equipment.  In particular, ground power units (GPU) 
are often required for larger, more sophisticated aircraft that do no have an 
auxiliary power unit (APU) to power electrical components while the aircraft 
is shut down but still requires electrical power.  Additionally, portable heaters 
used to pre-heat the aircraft during periods of cold weather before startup, 
as well as other items such as aircraft tugs, can be assigned specific costs for 
each use by aircraft operators.

Aircraft Parking / Tie-Down Revenue 
A fixed fee for aircraft tie-downs is recommended to be administered on a 
daily, weekly, monthly and annual basis.  The fixed fee may take into account 
the size of aircraft based on its prorated share or occupancy of the aircraft 
apron.

The locally funded share of HFJ’s 20-year ACIP is expected to total approximately 
$5.5 million provided it is adopted and carried out as illustrated within this master 
plan.  Of that amount, approximately $3.2 million will be expended with local-only 
funds that will most likely be funded through the use of third private investments, 
airport revenues derived from the Airport’s highlighted revenue centers and/
or revenue bonds.  The remaining $2.3 million, or an average of approximately 
$115,000 per year throughout the 20-year period, will be financed through a 
combination of local and Federal AIP funding grants.

CASH FLOW ANALYSIS�

An analysis of Airport revenues and operating and maintenance (O&M) expenses 
for the prior five fiscal years (FY2005-FY09) was completed in an effort to highlight 
and evaluate financial trends at HFJ.  It should be noted, the City’s fiscal year runs 
from April 1 through March 31.

Airport Revenues 
Revenues at HFJ include fuel sales, supplies, hangar rental ground leases as well as 
Federal and state funding grants.  Table 8.2 indicates that expenses from FY2005-
FY09 have exceeded revenues, on average, by approximately ($152,600).  During 
this timeframe HFJ had net revenues, not including Federal and state funding 
grants, of nearly $880,100, or roughly $176,000 per year.  When considering 
funding grants, HFJ’s gross five-year revenue totaled approximately $1.7 million.  

According to city audits HFJ’s largest revenue center, fuel sales, accounted for 
nearly $637,000 annually and increased at an average rate of approximately 
10 percent and averaged $127,300.  Hangar rentals and ground leases at HFJ 
brought the city an estimated $244,000 during the five year period and averaged 
approximately $48,800 per year.     

Operating and Non-Operating Expenditures 
As indicated in Table 8.2, operating expenses for HFJ include salaries, utilities, 
consulting services, supplies, insurance, airport maintenance and miscellaneous 
expenditures.  Over the previous five fiscal years, HFJ operating expenses have 
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increased, on average, nearly 6.1 percent and averaged approximately $250,000.  
Operating expenses during this period totaled nearly $1.208 million.  As is typical 
with many general aviation airports, operating expenses account for the bulk of 
financial liabilities, as is the case for HFJ.    

Non-operating expenses for HFJ include capital outlays (i.e. airport improvements) 
and debt service which totaled $1.207 million and averaged nearly $242,000 per 
year.  Costs of capital improvements at the facility have averaged nearly $187,000 
annually while debt amortization, on average, totaled $54,700.  Debt payments 
have decreased an average of nearly nine percent over the past five fiscal 
years.  Since FY05, non-operating expenses have increased 21 percent annually 
indicating the airport is decreasing its debt load and continuing to invest in 
expanding and improving the airport with city-backed financing.               

Combined, airport expenses over the past five fiscal years totaled approximately 
$2.4 million and averaged slightly more than $483,000 per year yielding an 
average growth of nearly 11 percent annually.  

Net Income from Airport Operation 
By comparing HFJ’s revenues and expenditures, the Airport’s overall financial 
condition can be determined in the form of net revenues or negative net 
incomes.  During fiscal years 2005 through 2009, HFJ’s net income from airport 
operation resulted in, on average, a loss of approximately $152,600.  During the 
same timeframe, expenses outpaced revenues by approximately nine percent as 
indicated in Table 8.2.  

This financial condition is not a rarity in general aviation nor does it signal that 
the operation of the airport lacks oversight.  It is indicative of the public welfare 
role the airport serves to the flying public within the region; the principals of 
supply and demand; and the revenue and expenditure relationship involved in 
administering and improving public-use airports.

It should be noted that despite the current financial condition of the facility, HFJ’s 
impact to the Monett and Barry County region is responsible for a total economic 
output of approximately $26 million and sustains employment for nearly 90 
individuals.  As of 2008-09, Monett Municipal was ranked 9th in overall economic 
output for the 100-plus Missouri public general aviation airports.         

CASH FLOW RECOMMENDATIONS�

The following general recommendations are provided as a guide to assist the 
city with maximizing revenues and decreasing expenses in an effort to make the 
Airport a financially self-sustaining facility while at the same time continuing to 
invest in capital improvements at HFJ.  

Revenues 
HFJ’s revenues are expected to increase throughout the planning period in 
relation to the facility’s projected aviation demand.  Additional based aircraft, 
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Table 8.2 
Revenues and Expenditures Summary, FY2005-FY2009

Budget Item FY05 FY06 FY07 FY08 FY09

Airport Revenues

Federal & State Grants $0.00 $353,695 $63,663 $10,500 $344,747

Other Revenues* $78,139 $82,724 $95,549 $209,730 $170,580

Hangar & Lease Revenue $51,194 $42,206 $48,250 $47,530 $ 54,708

Total Revenues $129,333 $478,625 $207,462 $267,760 $570,035

Operating Expenses

Salaries & Benefits** $126,592 $131,867 $144,920 $125,251 $124,480

Utilities*** $16,713 $18,838 $19,056 $20,641 $3,068

Prof. Consulting Services $2,724 $1,014 $26,009 $10,243 $51,193

Merchandise & Supplies $3,228 $8,397 $10,883 $93,553 $43,324

Insurance $6,881 $5,725 $11,852 $13,627 $13,469

Repairs and Maintenance $24,534 $17,006 $40,010 $21,325 $52,473

Miscellaneous**** $9,856 $2,380 $2,065 $2,291 $3,239

Total Operating Expenses $190, 528 $185,227 $254,795 $286,931 $291,246

Non-Operating Expenses

Capital Outlays $6,644 $506,233 $53,172 $12,648 $355,277

Debt Service $85,670 $49,029 $47,671 $46,327 $45,007

Total Non-Operating 
Expenses $92,314 $555,262 $100,843 $58,975 $400,284

Total Expenses $282,842 $740,489 $355,638 $345,903 $691,530

Net Airport Income ($153,509) ($261,864) ($148,176) ($78,143) ($121,495)
Note: Audit figures rounded to the nearest dollar for planning purposes.
(*) Includes fuel sales and FBO services.
(**) Includes payroll taxes, health and life insurance, retirement plans and workman’s 
compensation.
(***) Includes telephone service.
(****) Includes education and travel.

Source: City of Monett.

local and transient operational activity and lease revenues from development of 
T-hangars and clear span hangars will translate into additional revenues for the 
Airport.  Increased flight activity by based and transient aircraft, both piston and 
turbine, will also translate into additional fuel sales.

Revenues, through collection of fees, rates and charges, are anticipated to 
increase proportionately with the consumer price index (CPI), historical trends 
and conditions at the time.  Additionally, for fees that are considered so low as 
to be unable to contribute to the Airport’s financial self-sufficiency, actions are 
recommended to be undertaken to bring these fees and charges up to current 
market standards so that both the Airport and user derive a benefit from airport 
operation. 
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Lease rates for existing and future clear span, maintenance and T-hangars are 
recommended to range from $0.12, $0.18 or $0.24 per square foot per year and be 
based on factors such as availability of and proximity to utilities, location within 
the terminal area adjacent to a taxiway/taxilane or apron, and/or lease rates within 
the region that are considered competitive. 

Another alternative for increasing airport revenue and greatly improving the 
Airport’s long-term economic condition would be to invest in the development 
and/or installation of utilities to the east (54 acres) and west revenue support 
areas (92 acres).  Lease rates for these areas would greatly depend primarily on 
user needs and proximity to the airfield and terminal area complex.  Lease rates for 
these revenue support areas can be set based on a fixed rate (appraisal or rate per 
square foot) plus a percentage of gross sales.  Conceivably, revenue support area 
building leases could range from $2.00-$6.00 per square foot and/or lease rates 
within the region that are competitive.

Expenses 
As with airport revenues, airport expenses are also expected to increase 
proportionally with current costs and will largely be based on fluctuating CPI 
levels.  Expense items such as salaries, utilities, insurance coverage and facility 
maintenance are also expected to increase as the Airport expands and continues 
to enhance its level of general aviation goods and services to local and transient 
airport users.

The costs of debt service on construction of both T-hangars and clear 
span hangars, as well as matching Federal and state grants to fund runway 
reconstruction and property acquisition, will pose the greatest financial burden on 
the City over the next 20 years.  By practicing sound financial planning practices, 
the City will be in the position to plan for allocating appropriate city funds to meet 
Federal and state grant match obligations involved with airfield and terminal area 
expansion and improvement.  This will help ensure airport general fund budgets 
are allotted the required dollar amounts so that HFJ’s expense center budgets are 
not exceeded.
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