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BACKGROUND
Citrus County owns and operates two general aviation airports. Land purchased by the
County in 1927 for use as a demonstration farm and home for indigent residents evolved
into the Inverness Airport. In 1936, the Inverness Airport was a private field, with two
grass landing strips 2,000 ft. in length. Currently, the Inverness Airport consists of
approximately 354 acres, with a 3,755 ft. asphalt runway. The County entered into a
lease agreement with Owens Air Service, Inc. (OAS) to function as the fixed base
operator (FBO).
The Crystal River Airport originated from land leased for 10 years to the City of Crystal
River by Fred Van Roy. In November 1933, a federally-funded program paid 224 men to
prepare the ground for a one-mile runway parallel to the highway, and a half-mile cross
runway. By 1936, the airport consisted of three grass landing strips measuring 2,800 ft.,
2,000 ft., and 2,640 ft. Today, the Crystal River Airport consists of 193.3 acres, with a
4,555 ft. asphalt runway, and a 3,020 ft. turf runway. The County executed a lease
agreement with Crystal Aero Group, Inc. (CAG) to provide FBO services.
The County actively pursues grant funding from the Florida Department of
Transportation (FDOT) and the Federal Aviation Administration (FAA). Grant funds
enabled the County to purchase land, construct hangars, increase security, install jet fuel
facilities, improve airport infrastructure, and enhance safety.
As a recipient of grant funding, the County must comply with state and federal grant
contract assurances (obligations). State assurances mirror the federal assurances;
however, the federal assurances are more detailed. Of the 39 federal obligations, several
are listed:
1. Maintain a fee and rental structure to make the airport as self-sustaining
as possible.
2. Airport revenues must be expended only for capital or operating costs
of the airport.
3. Sponsor cannot grant exclusive operating or use rights.
4. Grant assurances remain in effect for 20 years. If an airport closes, the
Sponsor (County) must pay back all federal grants.
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OBJECTIVES
The objectives of this audit are to:
1. Determine whether lessees are in compliance with the lease terms.
2. Determine whether the FBO lessees are reporting correct gross receipts
according to the lease terms.
3. Determine whether project grant revenues and general fund expenditures are
allocated to the proper cost center, in accordance with the grant agreement.

SCOPE AND METHODOLOGY
The audit period reviewed was from October 1, 2004 to September 30, 2006. Review of
transactions and processes relative to grant projects were not limited to this period, since
a grant project may start in one fiscal year and not achieve completion for several fiscal
years.
To accomplish the objectives, we performed the following:
¾ Conducted interviews
¾ Toured the airports
¾ Attended an Aviation Advisory Board meeting
¾ Reviewed Inverness and Crystal River Airport Master Plans
¾ Reviewed FBO accounting records and reports
¾ Reviewed lease requirements
¾ Reviewed insurance certificates
¾ Determined compliance with lease terms
¾ Review and analyzed grant financial activity
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EXECUTIVE SUMMARY
The FBOs manage the hangar/land leases for the Inverness and Crystal River Airports.
The County, as airport sponsor, retains overall responsibility to ensure compliance with
FAA and FDOT regulations.
Decentralization of lease oversight and staff turnover contributed to the findings in this
report. Written policies, procedures, and guidelines regarding airport operations,
including standardized lease templates, and detailed lease requirements as directed by the
County, FAA, and FDOT, would assist in meeting those responsibilities, strengthening
internal controls, and achieving a long-term goal of creating self-sustaining airports.
Management and staff oversee a successful grant program that has attributed to
increasing the County’s airport assets.

Management Executive Summary
Management (Citrus County) has received and reviewed this audit. Management
understands the report and appreciates the efforts and thoroughness of the auditors.
The primary areas of concern are the need for more oversight of the leases, the
insurance requirements of the leases, the proper allocation of utility bills, and the FAA
grant assurances. Management understands the recommendations listed in the report
and has already begun to address many of the recommendations. Management has
already met with and/or notified the FBOs and utility companies to implement the
auditors’ recommendations. Correspondence has been sent to the County Attorney to
gain legal council on how to address several issues raised with the current leases.
Management plans to contract with an airport business consultant to assist with
developing compliant leases/interlocal agreements to meet all FAA and State
requirements.
Management anticipates addressing the remaining issues/recommendations within 180
days of this audit being accepted by the BOCC.
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INVERNESS AIRPORT
1. Discussion Point – Inverness Hangar and Land Leases
The Inverness Airport provides hangar space (hangars and/or land) for aircraft storage.
Of the nineteen hangars, the County owns three individual, free-standing T hangars (T-1,
T-2, T-4), and six “nesting T’s”—one building under which six aircraft are stored (M1M6). The free-standing T hangars lease for $100 per month, plus sales tax. Mr. Herbert
May built the six M hangars. Subsequent to construction, he transferred ownership to the
County via bill of sale on January 10, 1996. Terms of the original 25 year “M” leases
will expire on January 5, 2021. The M hangars currently lease for $0.0443 per square
foot (land only--approximately 6,261 sq. ft.), plus sales tax.
The remaining ten hangars, owned by individuals who lease the land on which the
hangars occupy, consist of:
1. Four clamshells – C1 through C-4 – monthly rental fees of $125, plus sales
tax.
2. T hangars – T-3, T-5 – monthly rental fees of $100, plus sales tax.
3. T hangar – T-6 – monthly rental fee of $40.15 ($0.05 per sq. ft.) – original 25
year lease will expire on June 5, 2009.
4. Box hangars – H-1 through H-3 – monthly rental fees of $150, plus sales tax.
Other rentals include 23 tie-down spaces, which rent for $40 on a month-to-month basis,
and do not require a lease agreement. The airport also offers 2 transient grass parking
spaces, and 2 transient pavement parking spaces at $8 per day. This fee is waived upon
the purchase of aviation fuel.
When the Board of County Commissioners (BOCC) assigned its interest in the hangar
leases to the FBO, OAS on March 28, 2006, 9 of the 19 leases were expired, and one
lease had not been signed. The FBO updated the leases and increased the rates in June
2007. To simplify lease management, all of these revised leases expire on May 31, 2008.
The FBO receives all revenue generated from the hangar rentals.
Recommendation
Even though hangar leases were assigned to OAS, it is the County’s overall responsibility
to ensure compliance with FAA leasing requirements. Vernon Rupinta, FAA Program
Manager in Orlando, provided specific leasing requirements that must be included in all
of the County’s aviation leases (Exhibit A). The lease clauses required by FAA are:
a. Nondiscrimination
b. Airport protection
c. Property rights reserved
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d. Exclusive rights
e. Escalation clauses
f. Other acceptable methods of adjusting lease rates
Therefore, airport management, the FBO manager, and the County Attorney should
determine whether current leases meet FAA’s criteria and plan appropriate action prior to
lease renewal on June 1, 2008.
Management Response:
Management will coordinate with OAS to insure that the FAA lease criteria are
incorporated into all leases as they come due for renewal. Management will make a
good faith effort to incorporate FAA grant assurances in all present airport leases
through amendments to the existing leases.
2. Discussion Point – Inverness Lease Insurance Requirements
Having completed the hangar lease revisions, Glenda Townsend at OAS continues to
gather the necessary insurance documents that will satisfy the lease provisions between
the hangar lessees, OAS, and the County.
The revised lease agreements require the lessees to obtain aircraft liability insurance not
less than $1,000,000, with a certificate of insurance and accompanying endorsement
provided to the Landlord naming Citrus County BOCC as an additional insured. The
lease states that failure to obtain insurance immediately terminates the lease agreement.
The following were noted while reviewing the individual leases:
1. Two lessees’ aircraft are not airworthy, and one lessee is storing a dismantled
airplane; therefore certificates of insurance were not provided to the FBO.
2. Certificates for four lessees do not list BOCC as additional insured.
3. The leases for the M hangars in paragraph 8 state it is the option of the lessee
to obtain casualty insurance for their aircraft, but does not mention aircraft
liability insurance.
Recommendation
1. Some lessees currently store airplanes that are not airworthy, and some may
no longer fly but still own aircraft that must be stored. The current leases do
not address these situations.
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If the County Attorney, OAS, and the Risk Manager concur, consideration
should be given to waiving the aircraft liability insurance requirements until
such time the aircraft becomes airworthy, or the pilot resumes flying. This
waiver, via addendum to the lease agreement, would then satisfy the insurance
requirements and protect the lessee from violating the lease.
2. To mitigate liability risks for the County, the FBO should:
a.
b.
c.

Require lessees to provide a certificate of insurance upon lease
renewal.
Verify that coverage meets lease provisions.
Forward a copy of insurance certificates to Risk Management.

3. Inquiry was made to Mr. Battista, the County Attorney, whether the M hangar
leases should include the $1 million aircraft liability insurance clause. The
County Attorney deferred the matter to the County Risk Manager, Bill Bryan.
Mr. Bryan followed up with a telephone call and an email, stating that an
addendum to the M hangar leases requiring aircraft liability coverage for $1
million is appropriate, and that the County should be named as additional
insured.
In his October 9, 2007 memorandum, Mr. Battista concurred that aircraft
liability insurance needs to be included in future hangar assignments. He
further stated we have no “right” to require liability coverage with the
current leases.
Since the M hangar leases expire in 2020 and 2021, the County is exposed to potential
loss by maintaining “status quo” with these six leases. In the event an M hangar lessee
assigns the interest in his current lease, the $1 million aircraft liability insurance clause
should be included in the new lessee’s agreement.
Management Response:
1. Management has sent correspondence to the County Attorney regarding this
matter. If the County Attorney and Risk Manager concur, management will
address, with OAS, waiving the insurance requirements for aircraft that are
deemed not operable, as required in the leases.
2. It is management’s understanding that the FBO has obtained all the
insurance certificates to meet the lease provisions. Management has sent a
letter to OAS requesting confirmation that all insurance certificates have
been received, that the insurance certificates include the Citrus County
BOCC as additional insured, and that copies of all insurance certificates
shall be sent to the County’s Risk Manager.
3. Management will coordinate with OAS when notified of an assignment of
lease of one of the M hangars, and, management will address the liability
insurance requirements when the remaining leases expire in 2020 and 2021.
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3. Discussion Point – Inverness Utilities
A. The County pays for electricity for the FBO and 10 hangars at the
Inverness Airport.
A review of 119 aviation account expenditures revealed 33 payments (approximately 1/3
of the samples) to Sumter Electric Cooperative, Inc. (SECO) and Progress Energy for
utility bills for both airports. As a result of a site visit and discussions with Darrell
Hugar, Section Chief, Maintenance Operations, and Quincy Wylupek, Engineer Project
Manager, we ascertained:
1. The four hangars west of the Sheriff’s building at the airport are connected to
the meter that was providing electricity to the old fuel facility. The last fuel
transaction occurred on June 7; the generator and lights were removed the last
week in August. These invoices have been paid by Fleet Management.
2.

The H hangars and M hangars installed their own electric meters.

3. The hangar on the east side of the FBO building is connected to the FBO
meter, along with the new fuel facility.
4. The five T hangars and the gate openers are connected to one meter.
Lease agreements with the BOCC prior to June 2007 for hangars T1 through T4 required
lessees to pay a $5 utility fee to the FBO. The FBO retained this fee, while the County
paid the electricity bills (per the County/FBO lease agreement). When the FBO revised
the hangar leases in June, this utility fee reimbursement provision was omitted.
Lease agreements originating in 1986 and subsequent renewals for hangars C1 through
C4 did not require a utility fee reimbursement. Leases for hangars T5 and T6 did not
include a provision for utility fee reimbursement.
This issue was addressed in November 2002 County Building Rental and Lease Audit.
The audit report recommended evaluating the electricity charges for hangars and the
revenue collection through the FBO. The Department of Public Works (DPW)
responded:
“This is another issue that should be corrected during the procurement process for a new
FBO lease. The FBO should be responsible for payment of all electricity charges at the
airport facility and should then bill each hangar lessee an appropriate amount to cover
the cost. The County should not be subsidizing electricity charges for the users of this
facility.”
“Staff will begin an evaluation of this issue in order to be prepared for the procurement
process.”
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In August 2003, the County negotiated a lease agreement with OAS, which stated the
County would pay the cost of electricity used on the leased premises. Since October
2004, the FBO’s monthly electricity bill averaged $233.00, while the FBO’s monthly rent
is $500, which includes six percent sales tax ($28.30) that must be remitted to the State of
Florida. The County nets approximately $239.00, which does not include other operating
expenses.
Recommendation
The DPW has experienced numerous changes in staff responsible for airport
management, along with a change in the FBO in 2003. Lease provisions have not been
standardized in years past. In order to resolve lease inconsistencies and to structure fees
and rental payments to make the airport as self-sustaining as possible, the following
recommendations are offered:
1. Consideration should be given to addressing the FBO electricity payments
prior to renewal of the OAS lease in August 2008.
2. Fleet Management should no longer pay the electricity charges for those
hangars west of the Sheriff’s building, since the fuel facility no longer exists.
3. Prior to renewal of the hangar leases, management should formulate a fair and
equitable plan for negotiating the utility fees.
Management Response:
1. The County agreed to pay the electric bill during negotiations with the FBO
due to the limited potential revenue expected by the FBO. This issue will
again be given consideration at the time a new FBO lease is negotiated.
2. Management concurs; the electricity charges will be paid by the
hangar/land lessees.
3. Management will develop and implement a method, within 90 days of
acceptance of this audit by the BOCC, to have each tenant pay their
respective utility bill.
B. The annual SECO excess revenue capital credit was inadvertently
applied to the M hangar utility account.
The lease agreements between the BOCC and the lessees for hangars M1 through M6
require the lessees to pay 1/6 of the cost of any and all utilities utilized by all six hangars.
Due to lack of adequate information, the annual SECO revenue capital credit was applied
to the utility invoices for the M hangar lessees for several years.
An analysis of the airport utility disbursements in Pentamation (finance accounting
software) disclosed a $5 payment on Account 2010031201. To obtain an explanation for
this single payment, we called Sumter Electric Cooperative (SECO). Their representative
explained that SECO had removed this $5 membership fee and issued a credit to the
account. She further explained that an excess revenue capital credit, paid annually in
8

November, offsets the monthly charges to this “master” account. The revenue credit was
generated by the numerous SECO utility accounts paid by the County, including the
airport street lights, runway lights, the lighted wind cone, and the FBO building.
In 2005, the SECO invoices listed Mosquito Control as the addressee. In 2006, SECO
listed the DPW as addressee. Until recently, DPW management thought the credit
balance on this account was due to prepayments by the M hangar lessees. Therefore, the
credit balance invoices were not submitted to Finance.
An analysis of the October 2004 through September 2007 statement activity furnished by
SECO listed charges of $1,262.37, and capital credits totaling $1,116.24. SECO could
not provide information prior to these dates.
.
The SECO representative indicated the County could redesignate a “master account” to
which subsequent revenue credits would apply.
Recommendation
1. Management should forward copies of all invoices with a credit balance to
Finance.
2. Management should collect $1,262.37 owed by the lessees, as of September
11, 2007.
3. Finance should reconcile the account to determine the current balance due and
remit payment to SECO. Any balance due from lessees from September 11,
2007 through the reconciliation date should be collected from the hangar
lessees.
4. Management should contact SECO to designate a new “master account” to
which the annual revenue capital credit would apply.
5. Management should consider changing the M hangar billing address to that of
Herbert May, or one of the other M hangar lessees. By doing so, County and
Finance employees would not be involved in processing the monthly invoices,
or seeking reimbursement from the lessees. Eliminating County employees’
involvement would result in monetary savings, and ensure hangar lessees’
compliance with their lease agreement.
Management Response:
1. Management will forward all invoices with a credit balance to Finance as
they occur.
2. Management will collect the $1,262.37 from the lessees.
3. DPW staff is currently paying this utility bill and will work with Finance to
determine the additional amount to be reimbursed by the lessees once the
payment method to have the utility bill paid by the lessees is established.
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4. Management has contacted SECO and had the annual capital revenue
switched to the Runway Lights account.
5. DPW staff will work with Finance to transfer the billing to the proper lessee
once the payment of the utility bill by the lessees is established.
4. Discussion Point – Ownership dispute over Inverness hangars
A prior audit on County Building Rentals and Leases, dated October 2002,
discussed the ownership dispute regarding County owned hangars. Even though
the County was the de facto owner of these hangars, lack of appropriate oversight in
managing these leases in previous years resulted in the loss of County ownership of
hangar T3.
Ownership of the hangars (T1-T4) constructed in 1975 was to be conveyed to the County
via bill of sale after the $16,000 cost factor had been depleted as an exchange for hangar
rental payments ($20 per month). Amortization of this amount should have been
completed in May 1992. Ownership issues of Hangars T1, T2, and T4 were resolved
with lessees acknowledging that title rightfully belonged to the County.
The lease agreement for hangar T3, dated June 7, 1994, between Mr. Bowsky and the
County stipulated there was a dispute between the County and the lessee as to whether
the 1975 lease had expired and whether the hangar belonged to the County. The terms of
this lease were for five years, with an option to renew an additional five years (expiration
date of June 7, 2004).
Management at the DPW requested the County Attorney offer a legal opinion regarding
the hangar ownership. Mr. Battista responded on February 12, 2003, stating it appears
that conditions to transfer ownership were met many years ago; however, the issue was
not pursued and the hangars were still owned by the lessees.
On April 3, 2003, Engineering administrative staff prepared a draft lease for Mr.
Dransfield to review and approve. Upon his approval, two originals were prepared for
him to sign. Upon receipt, DPW would place the signed leases on the BOCC agenda for
approval. Based on the correspondence reviewed, it appears the Engineering staff person
used a “flat fee blank” lease template, and was unaware of the ownership questions.
On April 21, 2003, Terry Dransfield purchased the hangar from Mr. Bowsky. On May
27, 2003, the County signed a lease agreement for hangar T3 with Mr. Dransfield. This
lease agreement stated the lessee had purchased a hangar on certain real property owned
by County at the Inverness airport, but failed to mention the dispute relative to the 1975
original lease agreement and the June 7, 1994 lease agreement.
On July 31, 2007, Mr. Battista responded to Tom Owens, the FBO at the Inverness
Airport, reporting that his review of the initial lease between the County and Mr.
Dransfield (May 27, 2003) recognized that the hangar was and would remain the property
of Mr. Dransfield.
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Since the issue was not pursued, as Mr. Battista stated in 2003, it appears that County
ownership of hangar T3 was inadvertently transferred to Mr. Dransfield, who had, in
good faith, purchased an “unencumbered” title to this hangar from Mr. Bowsky.
Recommendation
1. Management should consult with the County Attorney to determine if the
County may legally pursue any further action regarding this matter.
2.

Management should implement policies and procedures to maintain oversight
of lease agreements to protect the County’s assets.

Management Response:
1. Management has sent correspondence to the County Attorney requesting a
determination of whether the County may legally pursue any further action
regarding this matter.
2. The County assigned all rights of the hangar/land leases within the FBO’s
leased area on March 28, 2006. Management has requested the County
Attorney to determine if the County has any right of oversight of the leases
in question. If not, management will implement oversight, or regain total
management, of the lease agreements at said time the FBO lease is
renegotiated.
5. Discussion Point – Inverness FBO Lease Agreement
The FBO understated gross receipts for FY 05 and 06 by $1,253.04 and $1,168.75,
respectively.
The FBO lease between OAS and the BOCC requires the lessee to provide a monthly
report detailing the gross amounts received, along with the revenue source. To verify the
monthly reports, deposits covering four months of bank statements were selected and
traced back to the FBO’s accounting records. Fuel sales deposits were verified with the
AVFUEL remittance summaries. No discrepancies were noted.
The FBO’s monthly reports listed sales tax paid to the State as an adjustment to revenue.
According to generally accepted accounting principles, sales tax collected constitutes a
payable, and is not a source of revenue. This was discussed with Ms. Townsend, who
explained this was the reporting practice implemented by the former FBO. She had,
therefore, continued to use their format.
The revised revenue totals for 2005 and 2006 (eliminating the sales tax adjustment)-$61,018.54 and $71,853.04, respectively—do not exceed the $106,000 revenue threshold
which would trigger renegotiating the lease agreement.
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Recommendation
Ms. Townsend indicated she would revise the reporting method upon instruction from the
County. Management should advise the FBO to report the gross revenue without the
sales tax adjustment, and to adjust the FY 07 year-to-date gross revenue totals.
Management Response:
Management has directed the FBO to report the gross revenue without the sales tax
adjustment and to adjust the FY 07 year-to-date gross revenue totals and will advise the
FBO to continue this practice from this point forward.
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CRYSTAL RIVER AIRPORT
6. Discussion Point – Crystal River Hangar and Land Leases
The Crystal River Aero Group manages hangar rentals (hangars and ramp) for storage of
aircraft. As of September 1, 2007, aircraft rentals included:
1.
2.
3.
4.
5.
6.
7.

12 nested T hangars @ $200 month
13 resident ramp spaces @ $60 month
1 resident ramp space @ $50 per month
4 taxi-through spaces @ $250 month
1 main hangar space @ $150 month storage for gyrocopter
4 corporate hangar spaces @ $300-$400 month
1 commercial lease for ramp space for operating and overnight parking as
desired with Manatee Helicopter @ $150 month, plus tax

CAG policy requires lease agreements for hangar and ramp (tie down) space. During our
review of CAG’s leases in July, we noted the following:
1. No lease agreement existed between the Division of Forestry and CAG.
2. Of the 29 leases reviewed, 19 leases had expired on 12/31/06.
3. Lease agreements were not available for three lessees for ramp space, as
listed on CAG’s Form 21-R1, dated 7/1/07.
Recommendation
1. The FBO should negotiate a lease agreement, if the Division of Forestry
utilizes airport tie down parking.
2. To simplify lease management, the FBO established January 1 as the lease
renewal date for all leases. The FBO should implement procedures necessary
to ensure all lessees sign the lease agreements by January 1.
3. Management and the County Attorney should review all leases to ensure
compliance with FAA requirements and applicable County policy.
Management Response:
1. 2, & 3. Management has sent correspondence to the County Attorney to determine if
the FBO lease with the County permits the County to oversee CAG’s leases in an
official capacity. If not, management will make a request to the FBO to negotiate a
lease with the Division of Forestry and to implement procedures to ensure all leases are
signed by the tenants in a timely manner. Management will coordinate with CAG to
insure that the FAA lease criteria are incorporated into all leases as they come due for
renewal.
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7. Discussion Point – Crystal River Lease Insurance Requirements
The resident hangar lease agreement and the resident corporate hangar lease agreement in
paragraph 11 require insurance for combined bodily injury property damage liability –
each person $100,000, each occurrence $500,000. It further states that failure to provide
proof of insurance shall be grounds for termination of the lease.
The resident ramp lease agreement in paragraph 7 requires the same insurance coverage
as specified in the resident hangar lease.
During our fieldwork, we reviewed CAG’s leases to determine if the lessees complied
with the aircraft liability insurance provision:
1. Of the 16 resident hangar leases reviewed, only two lessees provided
certificates of insurance. Of these two, one certificate expired on September
27, 2005.
2. No certificate of insurance was attached to the resident corporate hangar lease.
3. Of the 11 resident ramp leases reviewed, only three certificates of insurance
were located. Of these three, one certificate expired February 28, 2005; one
certificate omitted the limits of liability.
4. A current insurance certificate was attached to the commercial operator lease
agreement with Manatee Helicopter, Inc.
Recommendation
1. To mitigate liability risks for the County, the FBO should require lessees to
provide a certificate of insurance upon lease renewal, and verify that coverage
meets lease provisions.
2. Limits of aircraft liability insurance coverage should be increased to not less
than $1,000,000, which would standardize hangar lease requirements.
3. Certificates of insurance should list BOCC as the additional insured.
4. Copies of insurance certificates should be provided to Risk Management.
Management Response:
1, 2, 3, & 4. Management has sent correspondence to the County Attorney to determine
if the FBO lease with the County permits the County to oversee CAG’s leases in an
official capacity. If not, management will make a request to the FBO to implement the
Recommendations listed above as the leases come due for renewal.
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8. Discussion Point – Crystal River FBO Lease Agreement
As reported in an audit conducted in 1999, management should define “gross
receipts of all revenue producing activities,” as stated in Article VI – Payments – A.
– Rents and Fees—of the Fixed Base Operator Leasing and Operating Agreement,
dated March 9, 1993.
The BOCC renewed the March 25, 2003 FBO lease and operating agreement with Crystal
Aero Group for a ten-year period, at the same terms and conditions. The current terms of
the lease require CAG to remit $3200 per month, with the stipulation that the terms are
subject to renegotiation if the “gross receipts of all revenue producing activities occurring
at the airport other than sales monies temporarily held in escrow exceed $800,000 during
a single calendar year.” Additional rental fees for revenues over $800,000 shall be paid
at a rate of 5% of gross revenues, in addition to the $3200 per month.
To determine whether gross receipts were reported according to the lease terms, the
monthly revenue reports submitted to Finance were traced to the totals in the FBO’s
books for the period January 2005 through September 2006.
Their records showed that CAG adjusted the gross revenue reported to Finance by the
following categories:
a.
b.
c.
d.
e.

CAG parts
CAG labor
Outside labor
Reimbursables
Fees collected as FAA agents conducting pilot examinations - CFI, CFII,
Private, IFR, ATP, glider, commercial, multi-engine, single engine,
instrument, re-checks
f. Sales tax

CAG deducted the expenses for parts and labor on CAG aircraft from revenue. Several
items classified as revenue are merely flow-through transactions that do not generate
revenue --outside labor and reimbursements.
Mr. Davis explained that fees paid to him or his wife for services rendered as designated
FAA pilot examiners (item e) are excluded from gross revenues reported to the County.
CAG’s website (www.crystalaerogroup.com) states, “CAG is cost- and time-efficient
with FAA examiners on staff.” Mr. Davis is the owner and President of CAG, and Mrs.
Davis is a CAG employee.
After explaining to Mr. and Mrs. Davis that sales tax was a payable, and not a revenue
account, Mr. Davis immediately adjusted the August 13, 2007 report to reflect the sales
tax correction, and issued a check for $616.15 for calendar year 2006. This additional
check was generated by adding the sales tax back to the 2006 gross receipts submitted on
the monthly reports.
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The following calculations reflect the gross revenue reported to Finance and indicate the
additional income if management should choose to revise the current formula used by
CAG:

FBO Formula 2005

Auditor Revised Formula 2005

Total FBO Revenue (FBO QuickBooks)
FBO Deductions1
Total Revenue Reported to Finance

$ 841,528.31
$ 128,825.79
$ 712,702.52

Total FBO Revenue (FBO QuickBooks)
Deductions Per Auditor2
Revised Total Revenue

Over $800,000

$ -87,297.48

Over $800,000

$ 16,575.27

5% Additional Revenue to County For 2005

$

Revised 5% Additional Revenue For 2005

$

0.00

FBO Formula 2006

$ 841,528.31
$ 24,953.04
$ 816,575.27

828.76

Auditor Revised Formula 2006

Total FBO Revenue (FBO QuickBooks)
FBO Deductions 1 & Report Corrections 3
Total Corrected Revenue

$ 948,715.00
$ 75,278.38
$ 873,436.62

Total FBO Revenue (FBO QuickBooks)
Deductions Per Auditor2
Revised Total Revenue

$ 948,715.00
$ 27,475.30
$ 921,239.70

Over $800,000
5% Additional Revenue to County For 2006
Total Paid by FBO
Additional Due from FBO

$ 73,436.62
$ 3,671.83
$ 2,499.25
$ 1,172.58

Over $800,000
Revised 5% Additional Revenue For 2006
Total Paid by FBO
Revised Additional Due from FBO

$ 121,239.70
$ 6,061.99
$ 2,499.25
$ 3,562.74

The revised formula for 2006 reflects a potential 65% increase in fees.
1
2
3

Deductions include CAG parts, CAG labor, outside labor, reimbursables, fees collected as FAA agents,
and sales tax.
Deductions include outside labor and reimbursables.
The 2006 annual revenue summary submitted by CAG to Finance on January 3, 2007 reported total gross
receipts of $837,661.83. The sales tax adjustment of $12,323.04 increased CAG’s reported gross
revenue to $849,984.87. However, an analysis of the individual monthly reports disclosed errors which
included incorrect year-to-date balances carried forward, and sales tax was deducted twice. The
corrected 2006 gross revenues for CAG total $873,436.62.

Recommendation
The May 1999 Airport Revenue audit report discussed the CAG formula for reporting
gross revenues. The auditor recommended that the County review the wording in the
1993 lease agreement, and if CAG’s formula was acceptable, to reflect that in the
contract to avoid any misunderstanding.
The third amendment to the lease, dated May 25, 1999, Section 3, page 2, reads as
follows: “…if the gross receipts of all revenue producing activities occurring at the
airport other than sales monies temporarily held in escrow,” which is the same provision
in the March 1993 lease.
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The agenda memorandum prepared by the Public Works Director on March 25, 2003,
stated that CAG requested a renewal of the 1993 agreement for the same terms and
conditions, but with a renewal period for 10 years. The Board approved the
recommended action.
This issue remains unresolved for several reasons:
1. Subsequent renewals to the lease did not re-define “gross receipts of all
revenue producing activities.”
2. The copy of the audit presented to the BOCC in 1999, which is recorded on
microfiche in the official records of the May 11, 1999 BOCC Commissioners’
meeting, did not contain a response from management.
Therefore, consideration should be given to the following:
1. Management should clearly define revenue items that comprise gross receipts.
2. Management should clearly define revenue producing activities; specifically,
fees collected as FAA pilot examiners.
3. Management should review monthly reports for accuracy.
4. The FBO should pay the 2006 additional fees of $1,172.58, based on the
current reporting method.
5. If management elects to implement the auditor’s revised formula, the FBO
should remit $3,562.74, for 2006, and $828.76 for 2005.
Management Response:
1. & 2. Management will define revenue items and revenue producing activities as
recommended, within 90 days of the time this audit is accepted by the BOCC.
Once this is accomplished, management will amend the current FBO lease
within 120 days of the time this audit is accepted by the BOCC, as well as
stipulate said revenue items/activities in the next RFP for contracting with a
new FBO.
3. Management will implement procedures to check the monthly and yearly
reports for accuracy within 30 days of the time this audit is accepted by the
BOCC.
4. & 5. Management will seek reimbursement of the additional fees of $1,172.58 for
2006 from the FBO and will evaluate revising the formula based on the
auditor’s recommendation. If management determines the defined revenue
items/activities apply under the current FBO lease, management will seek
remittance of the additional fees for 2005 and 2006 from the FBO.

17

9. Discussion Point – Crystal River FBO Utility Payments
The BOCC has paid electric bills that should have been the FBO’s responsibility.
The FBO lease and operating agreement, Article VII, Utilities, page 7, states, “Lessee
agrees to pay the cost of all utilities on the leased premises.” A review of the Progress
Energy invoices indicates the following account is paid by the BOCC:
Description
Aviation fuel site
2 open hangars
Security lights in front of hangars
(north and middle of grounds)

Dates
11/19/01 – 9/21/07

Amount

Account No.

$ 15,475.13

40990 65446

Recommendation
1. Management should transfer the applicable Progress Energy account
to the FBO for future payments.
2. Per the lease agreement, the FBO is responsible for the utility bills.
Therefore, management should seek reimbursement for the electricity
payments paid by the County.
3. Management should determine FBO’s responsibility for utilities added
subsequent to current lease.
Management Response:
1, 2, & 3. Management concurs with and will implement these Recommendations.
Management will also seek reimbursement for payments made by the County from
9/21/07 until such time the FBO takes over payment of the utility bill.
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Federal Aviation Administration (FAA)
10. Discussion Point – Grant Assurances
A. Grant assurances require airports to become self-sustaining through fees
and rent structure on all airport leases.
The Airport and Airway Trust Fund provides funding for FAA grants. The source of
these funds is aviation related excise taxes. The FAA grants used for airport
development, airport planning, and noise compatibility projects are conditioned upon
assurances made by the Sponsor (BOCC). From 2003 through July 31, 2007, the
Inverness and Crystal River airports received federal grants totaling $1,031,366.
Several provisions that must be considered for FAA grant compliance are:
1. Fee and rental structures to make airport self-sustaining.
2. Fair market value (FMV) for rental rates.
3. Revenues generated by the airport must be used only for the capital or
operating costs of the airport, the local airport system, or other facilities
owned or operated by the airport.
4. Grant assurances remain in effect for 20 years.
As stated in the February 1999 FAA, Policy and Procedures Concerning the Use of
Airport Revenue, “a federally assisted airport owner must structure airport fees and rents
to make the airport as self-sustaining as possible, under the particular airport
circumstances, to minimize the airport’s reliance on federal funds and local taxes
revenues.”
The FAA’s interpretation of self-sustaining requires the airport sponsor to charge fair
market value commercial rates for non-aeronautical uses of airport property. However,
six categories of users that may be charged nominal lease rates include:
1. Community, charitable, or recreational use –
a. Community use - limits uses to property that is not potentially capable of
producing substantial income and not needed for aeronautical use.
b. Does not include use by a department or subsidiary agency of the
sponsoring government (BOCC) seeking a site for less-than-commercial
value.
2. Not-for-Profit Aviation Museums
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3. Aeronautical Higher Education Programs
4. Civil Air Patrol (CAP) Leases
a. Reduced rental rates and fees are available only for CAP units operating
aircraft at the airport.
b. CAP units without aircraft may provide in-kind services—mowing,
landscaping, etc., to offset rental fees. To satisfy this requirement, CAP
must submit monthly reports of in-kind services provided.
5. Police/Firefighting units operating aircraft at the airport
a. FAA policy requires the airport to charge reasonable rental rates and fees
to these governmental units.
b. These units must be treated the same as other aeronautical tenants of the
airport.
c. Fees must be set at the level that would be produced by arm’s length
bargaining.
d. Rental payments may be offset for the value of services provided to the
airport.
6. Use of Property by Military Units
a. Policy permits but does not require nominal rental rates for military units
operating aircraft at an airport.
b. Operator may treat qualified military unit the same as any other
aeronautical activity in setting rental rates and fees.
Additional leases at the Inverness Airport, other than the hangar and FBO leases
previously discussed, include the following:
1.

Kiwanis – This lease was executed on July 1, 1986, on behalf of the Boy
Scouts for 99 years, for $1 for the lease term. The County agreed to contribute
$20,000 for the construction of a new Boy Scout building on the premises.
Their building is now in the runway protection zone. According to the
Engineer Project Manager, no more than 20 people are allowed in this area;
therefore, the Boy Scouts must relocate. According to Section 13 of the lease
agreement, the County will provide an alternative site and will make an
adjusted payment for any buildings or other permanent construction that shall
be upon the land.
A Florida Department of Transportation (FDOT) grant will fund this
relocation.
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2.
3.

Civil Air Patrol – This lease expires September 30, 2011. The CAP building
becomes the property of the County at the end of the lease. Lease terms are
$1 per year.
Florida Health Sciences Center, Inc. d/b/a Tampa General Healthcare
(TGH) and CJ Critical Care Transportation Systems, Inc.(CJC) – (aka
Aeromed)
The original lease, executed on January 9, 2001, continuing through January
9, 2004, automatically renews for additional three-year terms. Rental fee is $1
per year. TGH is a Florida not-for-profit corporation, while CJC is a
Pennsylvania corporation registered in the State of Florida as a for-profit
corporation. On October 1, 2007, Air Methods Corp, a Colorado based, forprofit corporation, purchased CJ Systems Aviation Group, Inc., which
included CJC.
The Inverness Airport serves as the base for one of TGH’s aeromedical
helicopters, providing air medical transportation (referred to as Aeromed) to
Citrus, Marion, Sumter, Levy and Hernando counties.

4.

John L. Thomas Cattle Grazing Lease – This lease, executed on August 14,
2007, expires on August 13, 2008, with automatic renewal for two years, and
optional extension for two additional years. The leased land consists of the
160-acre Holden property acquired by the airport for future development.
Rental fee is $21.88 per acre, totaling $3,500.80 annually. Since 2003, the
lease payments have been deposited into the General Fund revenue account,
Rents and Royalties.

5.

Mosquito Control – This lease, executed on December 19, 1961, expires in
2060, for $1 for the lease term.

Crystal River Airport
6.

Armory Lease – This lease, executed on September 14, 1982, expires on
September 14, 2032. Rental fee is $1 for the lease term.

Recommendation
Vernon Rupinta, Program Manager at the FAA Orlando District Office, provided a copy
of “Specific Leasing Requirements” (Exhibit A) that are required in all of the County’s
airport leases. Before executing a non-aeronautical lease, FAA requires the airport
sponsor to submit a copy of the lease, including a “Lease Review Checklist,” (Exhibit B)
for their review.
1. No recommendation is offered at this time regarding the Kiwanis lease, since
the existing lease does not expire for 78 years.
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2. Management should ensure that any future CAP leases include the provision
for CAP to provide in-kind services to offset rental fees.
3. The 49 U.S.C. Section 47107(a)(13) provision requires airports to maintain a
fee and rental structure in the circumstances of the airport to become as
financially self-sustaining as possible.
Aeromed provides a vital humanitarian service to Citrus County residents and
nearby counties. However, the TGH /CJC contract for $1 per year does not
meet the “self-sustaining assurance.”
Management should obtain a formal opinion from FAA whether this service
qualifies as a compensating factor that precludes compliance with FAA’s
leasing requirements and fee and rental structure.
4.

a. Management should determine if the cattle grazing lease fee approximates
the FMV for this property, and if necessary, renegotiate the lease prior to
the next renewal date.
b. Revenue payments generated by this lease have historically posted to the
rents and royalties revenue account. To adequately report the revenue
generated by airport operations, lease payments for this airport property
purchased by an FDOT grant should be deposited into the aviation
revenue account, 362110.

5.

No recommendation is offered at this time regarding the Mosquito Control
lease, since the existing lease does not expire for 53 years.

6. No recommendation is offered at this time regarding the Armory lease, since
the existing lease does not expire for 25 years.
When entering into new leases, or as leases expire or prior to approving a lease
assignment, management, along with the County Attorney, should restructure the leases
and renegotiate the lease terms, using FMV, to comply with FAA requirements.
In extreme cases of noncompliance with grant assurances, the FAA could withhold future
grants, withhold payments under existing grants, or assess civil penalties. A proactive
approach to bringing the airport leases into FAA compliance will mitigate the risk of
jeopardizing current and future grant funding.
Management Response:
1. Management acknowledges no recommendations for the lease.
2. & 3. Management has been working toward establishing FMV for all leases on
the airports for the purpose of meeting grant requirements and moving
towards the County’s airports being self sustaining. As leases such as the
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CAP come due for renewal, provisions will be negotiated to meet these
goals.
4. The current cattle grazing lease for the Holden Property was the result of a
formal Request for Quotes in July 2007 which resulted in multiple quotes
being received. As a result, management feels the lease meets the FMV test
for this property. Management will also consult with the Finance
Department in regards to having the cattle lease payments deposited into the
appropriate revenue account.
5. Management acknowledges no recommendations for the lease.
6. Management acknowledges no recommendations for the lease.
B. Airport property is used by a governmental unit of the Sponsor (County)
without rental payments to the Airport.
One of the prohibited uses of airport revenue listed in the FAA Policy and Procedures
Concerning the Use of Airport Revenue, Section VI.B.9, is the use of land by the sponsor
for aeronautical purposes rent-free or for nominal rental rates.
The Citrus County Sheriff’s Office (CCSO) constructed a hangar on airport property in
1989. A land lease agreement between the CCSO and the BOCC for the Sheriff’s hangar
cannot be located.
Recommendation
Vernon Rupinta, the FAA Program Manager, indicated that a lease between the CCSO
and the BOCC should be executed, in order to comply with FAA leasing requirements.
Any in-kind services rendered by the CCSO—security patrols, for instance—could offset
the “applicable reasonable rate.”
Management should update and maintain a fee and rental structure to make the airport
self-sustaining as possible, and include FMV determinations, as applicable.
Management Response:
Management has begun dialogue with the CCSO to develop an interlocal agreement
that will meet FAA requirements. As previously discussed, management will continue
to work toward establishing FMV for all leases on the airports for the purpose of
meeting grant requirements and moving towards the County’s airports being self
sustaining.
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Florida Department of Transportation (FDOT) Grants
11. Discussion Point – Grant Project Management
Florida Statutes, Sections 332.006 and 332.007 authorize the FDOT to fund Florida
airport projects. According to the Florida Aviation Project Handbook, “the FDOT
aviation grant program is funded from the State Transportation Trust Fund. The aviation
industry is a major contributor to this fund through Florida’s aviation fuel tax.”
Grant funds may be used to build and maintain runways and taxiways, eliminate airport
hazards, build terminals and other facilities, and protect the air space. Aviation grant
programs include airport planning, airport improvement, economic development, and
land acquisition.
General Aviation Airports – FDOT will provide up to 50% of the local share (County
cash match) of project costs when federal funding is available. Prior to 2004, if an FAA
grant funded 90% of a project, the State provided 5%, along with the County’s 5%
funding. Currently, FAA provides 95%, with the State and County contributing 2½%
each. If no federal funding is available, the State will pay up to 80% of the project costs.
Economic Development – FDOT provides up to 50% of costs to build airport revenueproducing capital improvements at general aviation airports, such as industrial park
infrastructure and buildings, buildings for lease, any airport improvement and land
purchase that will enhance economic impact, general aviation terminals to be leased at
100%, and industrial park marketing programs.
Airport Loans – The FDOT provides interest-free loans for 75% of the cost of airport
land purchases for general aviation airports. The loans are to be repaid when federal
funds become available, or in 10 years, whichever comes first.
Security – The FDOT provided up to 100% of airport capital costs for security through
June 30, 2007.
FDOT PROJECT FUNDING
Type of Development
General Aviation Airports

If federal funding is available
FDOT provides up to 50% of
local share

Economic Development

Not applicable

Airport Loans

Not applicable
FDOT provided up to 100% of
local share

Security

If federal funding is not available
FDOT provides up to 80% of total
costs
FDOT provides up to 50% of total
costs
FDOT provides 75% interest free
for 10 years
FDOT provided up to 100% of
total costs

EXTRACTED FROM THE FLORIDA AVIATION PROJECT HANDBOOK
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To determine the appropriateness of grant revenues and expenditures, we reviewed 37
FAA and FDOT grant files that were active as of October 1, 2004 through July 31, 2007.
Therefore, this audit does not include all grant projects. As noted in Exhibit C, some of
the grants commenced prior to the audit period. Revenue and expenditure amounts cover
the grant period and are not exclusive to the audit period October 1, 2004 through July
31, 2007. We reconciled the financial data from Pentamation for each grant to the
summarized data in the Finance grant files through July 31, 2007. During fieldwork at
OMB, we verified data in our grant spreadsheets with the files maintained by Janice
Saltmarsh.
We reviewed invoices, correspondence, contracts, and OMB grant
reconciliations and reports.
We sampled 118 invoices to determine the validity of the grant expenditures and checked
for appropriate approvals. Of these samples, expenditures for 29 invoices were charged
to several grant funds. We spoke with Janice Saltmarsh regarding the way invoices were
split between projects. She indicated the grant contracts were written to allow flexibility
as to how grant funds would be used. The FDOT gives the scope of the grant general
use, so that the County can spend the money from various grants for an aviation project.
This is vital to the completion of a project, since construction costs often increase before
a project is finalized.
The FDOT grants approval to use the funds for the various projects, which was
documented by numerous emails from Quincy Wylupek, the Engineer Project Manager,
to James Speckman, the FDOT District Seven Deputy Aviation Administrator. FDOT
tracks grant activity and compliance through monthly reports, while FAA requires
quarterly reports.
As detailed in Exhibit C, both the Inverness and Crystal River airports received FDOT
and FAA grants for airport improvement projects. For these 37 projects, the County
received:
Funding
Agency
FAA
FDOT
Federal Pass Through
Total

Inverness
Airport
$ 501,520.00
$1,663,386.88
$1,000.00
$2,165,906.88

Crystal River
Airport
$ 529,846.00
$1,269,622.34
$1,799,468.34

Total Funding
Agency
$1,031,366.00
$2,933,009.22
$1,000.00
$3,965,375.22

Total expenditures for these grants are $5,129,628.16.
County funding (budgeted CIP) of $2,190,845.30, plus interest of $98,164.15, total
$2,289,009.45. Of this amount, the County spent $1,027,902.04 (approximately 44.9%).
Since there are numerous ongoing projects, not all County CIP (local cash match,
Column 3, Exhibit C) has been expended.
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The County receives FAA and State agency funds on a cost reimbursement. County
funds are expended proportionally according to the terms of the grant along with FAA
and State funds.
As outlined in Exhibit C, local cash match funds and interest earned on the cash match
remaining at the conclusion of the grant projects may be transferred between funds.
According to Ms. Saltmarsh, these funds are used to supplement existing grants due to
increases in construction costs and to match other grants. This would be necessary if an
FDOT grant was originally written as an 80% FDOT/20% County grant. If FAA
participates, the non-federal portion is then 50% FDOT/50% County grant. This then
requires additional cash match to fully use the FDOT grant.
Exhibit C also reflects federal pass through grants (FPT). These grants originate at the
federal level, and are then “passed” to the State. The State then “passes through” the
funds to the local agency (County). The grant is assigned a federal CFDA#, and is
audited as a federal grant.
Based on our testing and fieldwork, adequate controls are in place regarding the aviation
grant program. The sampled grant expenditures were allocated appropriately.
The aviation grant process, from the initial planning stages through project completion, is
complicated and highly regulated. The DPW, the Engineer Project Manager, and Ms.
Saltmarsh are commended for their dedication to this program and their efficient and
effective oversight in this area.
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EXHIBITS

Specific Leasing Requirements
General. Regarding rental rates, the Federal Aviation Administration (FAA) is
unilaterally opposed to excessively low (or no) rent for land which in a sense belongs to
the public, regardless of whether it is considered aviation or non-aviation use land.
Public lands will not be made available for private enterprise without obtaining a fair
market return. No private individual, or firm, has a right to the use of publicly funded
airport land for personal gain without paying their fair share of the maintenance,
development and operation of the facility. Having invested substantial public funds in
the capital airport plant, the public owner and the FAA have thereby created a business
opportunity for privately owned aviation services and non-aviation uses which otherwise
would not exist. Therefore, the Sponsor has both a right and obligation to command a
reasonable return on their investment.
Further, a no rent or excessively low rent lease (Aviation or Non-aviation) will not meet
the requirement of the Sponsor's assurance contained in current grant agreements,
which reads in part:
"Sponsor will maintain a fee and rental structure consistent with assurances 22
and 23 for the facilities and services being provided the airport users which will
make the airport as self-sustaining as possible under the circumstances existing
at that particular airport, taking into account such factors as the volume of traffic
and economy of collection."
A fair market rental value (historically 8% to 12% of fair market value) should be
assessed for grounds within the leasing area. The fair market rental value of land to be
leased should be determined by an acceptable market analysis, usually formal
appraisals. Such leases must bring a fair market return to the airport.
As an alternative to or in addition to charging a fee for all land under lease, many airport
owners are charging a percentage of the gross income of the fixed based operator
(FBO). This method may result in a fair return on the land and allows the airport to grow
as the FBO grows. Regardless of the rates or methods used, they must remain nondiscriminatory. (This will be further addressed in the escalating clauses section.)
Please note, fuel flowage fees are considered a pass through actually paid by aircraft
operators and, therefore, are not considered applicable to rent. A fuel flowage fee
should be applied equally to all airport tenants, whether commercial or private. Further,
the fee should be applied to all fuel delivered to the airport for economy of collection.
FAA approved Airport Layout Plan (ALP): An approved ALP, required by federal
statute, depicts the entire property, identifies the present facility and the plans for future
development. The ALP reflects agreement between FAA and the airport owner as to the
proposed allocation of areas of the airport to specific operational and support functional
usage. Thus the ALP becomes the controlling instrument in
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both aviation and non-aviation development. As it relates to leasing, it readily identifies
those areas that may be leased to conduct non-aviation enterprises.
Lease clauses required by FAA:
Nondiscrimination
"The tenant for himself, his personal representatives, successors in interest, and
assigns, as a part of the consideration hereof, does hereby covenant and agree
that (1) no person on the grounds of race, color, or national origin shall be
excluded from participation in, denied the benefits of, or be otherwise subjected
to discrimination in the use of said facilities, (2) that in the construction of any
improvements on, over or under such land and the furnishing of services thereon,
no person on the grounds of race, color, or national origin shall be excluded from
participation in, denied the benefits of, or be otherwise subjected to
discrimination, (3) that the tenant shall use the premises in compliance with all
other requirements imposed by or pursuant to Title 49, Code of Federal
Regulations, Department of Transportation, Subtitle A, Office of the Secretary,
Part 21, Nondiscrimination in Federally assisted programs of the Department of
Transportation-Effectuation of Title VI of the Civil Rights Act of 1964, and as said
Regulations may be amended.
That in the event of breach of any of the above nondiscrimination covenants,
Airport Owner shall have the right to terminate the lease and to re-enter and as if
said lease had never been made or issued. The provision shall not be effective
until the procedures of Title 49, Code of Federal Regulations, Part 21 are
followed and completed, including exercise or expiration of appeal rights."
Airport Protection
"It shall be a condition of this lease, that the lessor reserves unto itself, its
successors and assigns, for the use and benefit of the public, a right of flight for
the passage of aircraft in the airspace above the surface of the real property
hereinafter described, together with the right to cause in said airspace such noise
as may be inherent in the operation of aircraft, now known or hereafter used, for
navigation of or flight in the said airspace, and for use of said airspace for landing
on, taking off from or operating on the airport.
That the Tenant expressly agrees for itself, its successors and assigns, to restrict
the height of structures, objects of natural growth and other obstructions on the
hereinafter described real property to such a height so as to comply with Federal
Aviation Regulations, Part 77.
That the Lessee expressly agrees for itself, its successors and assigns, to
prevent any use of the hereinafter described real property which would interfere
with or adversely affect the operation or maintenance of the airport, or otherwise
constitute an airport hazard."
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Property Rights Reserved
"This lease and all provisions hereof are subject and subordinate to the terms and
conditions of the instruments and documents under which the Airport Owner acquired the
subject property from the United States of America and shall be given only such effect as
will not conflict or be inconsistent with the terms and conditions contained in the lease of
said lands from the Airport Owner, and any existing or subsequent amendments thereto,
and are subject to any ordinances, rules or regulations which have been, or may hereafter
be adopted by the Airport Owner pertaining to the ________________ Airport."
Exclusive Rights (required in aviation leases only)
"Notwithstanding anything herein contained that may be, or appear to be, to the contrary,
it is expressly understood and agreed that the rights granted under this agreement are nonexclusive and the Lessor herein reserves the right to grant similar privileges to another
Lessee or other Lessees on other parts of the airport."
Escalation Clauses.
Since the annual cost of satisfactorily operating and maintaining an airport will most
likely increase throughout the term of the lease, provisions should be made to insure that
fair market rental value rates remain current throughout the life of the lease.
Accordingly, rental rates should be adjusted at a minimum of 5 year increments. An
escalating clause or other means of automatically adjusting must be incorporated into
long term leases to provide for this adjustment. A local, state or federal cost of living
index can be utilized as the basis for determining the increase. The following is a sample
clause:
"Lessor and lessee recognize and agree that the purchasing power of the United States
dollar is evidenced by the (name of appropriate index). In 199_, and every five years
thereafter, the parties hereto will compare the price index for said year with the price
index for (state year the lease is executed) and the annual rental payments shall be
increased (or decreased) in the same proportion as said price index has increased (or
decreased) with the price index for (state the year the lease is executed)."
Other Acceptable Methods of Adjusting Lease Rates
"This lease shall be subject to review and re-evaluation at the end of each ___ year
period, by the airport owner and the rent may be adjusted according to their action, not to
exceed the Consumer Price Index rate during the _____ month period." or
"Land less improvements will be appraised every 5 years and the adjusted rental will be based on
____ percent (normally 10-12%) of appraised value. If disputed, lessor obtains appraisal at his
own expense and lessor/lessee
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equally share expense for review appraisal that establishes fair market value."
Consideration may be given relating to percentages of gross sales, etc. Due to escalating land
values in the southeast over the previous years many leases of this nature fail to command a fair
market rental rate throughout the life of the lease if the airport is located in a high growth area.
Caution should be used when entering into this arrangement.
References Relating to Both Aviation and Non-aviation Leases:
FAA Advisory Circular 150/5190-1A, Minimum Standards and Commercial Aeronautical
Activities on Public
Airports, dated 12/16/85.
FAA Order 5190.1A, Exclusive Rights at Airports, dated 10/10/85.
FAA Order 5190.6A, Airport Compliance Requirements, dated 10/2/89.
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LEASE REVIEW
Instructions:

Fill in the requested information and place a check in the boxes for which the
requirements have been satisfied.

Basic Information:
Airport:___________________________________________________

Date: _____________________________

Lessee: _______________________________________________________________________________________
Location On Airport: _____________________________________________________________________________
Term: ______ Years With ______Option(s) Of____Years(s)



The lease is consistent with the Airport Layout Plan approved by the Federal Aviation Administration on
the following date: ______________.
The lease is environmentally compatible with airport operations.

Appraisal Requirements:





Appraisal dated ____________ reflects current Fair Market Value.
Fair Market Rental value reflects _______% of Fair Market Value.
Rental $_____________ per _____________(month or year)
Other (% of sales, etc.)
.

Mandatory Clauses:







Escalation
Non-Discrimination
Airport Protection
 Right Of Flight/Noise
 Far Part 77 Height Restrictions
 Creation Of No Hazards
Property Rights Reserved
Exclusive Rights (aviation leases only)

I, ___________________________________, have reviewed the enclosed lease and certify that the lease
meets the requirements set forth by the Federal Aviation Administration. I further understand that failure to
support fair market rental value or to comply with the required clauses could jeopardize federal funding.
__________________________________________
Signature
__________________________________________
Printed Name
__________________________________________
Title
-----------------------------------------------------------------------------------------------------------------------------------------------------------Recommended Clauses (Not Mandatory):
A.
B.
C.
D.
E.
F.
G.

Use Defined
Subordination
Tax Responsibility
Maintenance & Repair
Indemnification
Insurance Requirements
Subleases

H.
I.
J.
K.
L.
M.
N.
O.
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Inspection Of Premises
Default
Delinquent Payments
Severability
Damage Assessment Procedure
Mediation
Ownership Of Improvements
Lessor's Interest (not subject to
lessee's liens)

Orlando Airports District Office
5950 Hazeltine National Dr., Suite 400
Orlando, FL 32822-5003
Phone: (407) 812-5003
Fax: (407) 812-6978

[Current Date]
[Name and Address]
Dear [Name]:
RE: Federal Aviation Administration (FAA) Lease Requirements
As a result of recent legislative emphasis on rates and charges, revenue diversion, and
fair market value requirements, some airport owners have become more concerned with
their compliance obligations associated with non-aeronautical leases. In order to
enhance awareness of those obligations, we have developed a checklist entitled "Lease
Review" and a compilation of required Standard Clauses entitled "Specific Leasing
Requirements" to facilitate development of leases in full conformance with Federal
requirements. Both have been enclosed for your use.
The main issues to be considered in any agreement are assurances that the contract:
1. Does not grant or deny rights to use the airport facilities contrary to the
requirements of law and applicable obligations to the U. S. Government; and
2. Does not negatively impact current or future aeronautical usage, or restrict the
owner's ability to meet obligations to the U. S. Government (including fair market
value requirements).
The form of the written instrument used to grant airport privileges is the sole purview of
the airport owner.
We request that you submit the completed checklist/certification with any lease
submitted to this office for review and that copies be retained in your files, with the
associated executed lease agreement, for quick reference.
Please note: You are not required to submit aeronautical leases to this office for
review and, in fact, we would request that you do so only in unusual
circumstances where you need specific guidance.
Please contact us if you have any questions.
Sincerely,

EXHIBIT B-2

[Signatory]
[Title]
2 Enclosures
ORL-ADO:[Originator]:[Typist]:[Date]:[File Name]
[Filing Location]

EXHIBIT B-3

PROJECT

DESCRIPTION

Project Title

Contract Number

Grant Period

1) Total Agency
Funding Per
Contract

FUNDING
2) Agency
Funding
Received

3) BOCC Approved
Local Cash Match

RECEIVED

4) Interfund Transfers
Received

EXPENDITURES

5) Interest Earned

6) Total Funding
Received

7) Agency
Expenditures

8) County
Expenditures

11) County Fund
Balance

3,545.00

1,898.35

12) Interfund
Transfer Out

Crystal River Signage - S

AJ-656

2001-2005

10,000.00

2,836.00

2,500.00

107.35

5,443.35

2,836.00

Crystal River Easement & Tree Removal - S

AK-443

2001-2007

40,000.00

35,562.38

19,254.00

753.25

55,569.63

35,562.38

19,989.87

55,552.25

17.38

17.38

Crystal River Tree Removal & Land Purchase - S

AL-597

2002-2005

45,000.00

45,000.00

15,000.00

588.83

60,588.83

45,000.00

15,000.00

60,000.00

588.83

588.83

28,460.04

709.00

10) Cost
Reimbursement
Due From Agency

9) Total
Expenditures

1,898.35

Crystal River Extend Airport Road - S

AM-334

2002-2006

200,000.00

200,000.00

76,630.96

3,351.51

308,442.51

200,000.00

60,413.80

260,413.80

48,028.71

48,028.71

Crystal River Improvements - S

AM-336

2002-2006

320,000.00

320,000.00

92,127.34

3,798.48

415,925.82

320,000.00

85,771.53

405,771.53

10,154.29

10,154.29

Crystal River Airport Land Purchase - S

AN-353

2003-2005

120,000.00

120,000.00

40,000.00

728.27

160,728.27

120,000.00

40,000.00

160,000.00

728.27

728.27

Crystal River Corporate/T Hangars - S

AN-545

2003-Current

360,000.00

120,884.36

90,000.00

6,889.19

217,773.55

131,578.93

32,894.73

164,473.66

Crystal River Corporate/T Hangars - S

AN-546

2003-Current

176,000.00

95,534.10

Crystal River Improvements - F

3-12-0156-001-2003

2003-Current

539,831.00

373,254.00

1,673.00

0.75

Crystal River Parking Apron - S

ANR-25

2004-Current

400,000.00

312,958.90

124,167.00

44,000.00
58,200.38

2,684.48
3,706.24

142,218.58

101,417.66

374,927.75

373,254.00

1,673.00

374,927.00

499,032.52

315,015.12

111,954.42

25,354.42

426,969.54

126,772.08

Crystal River Infrastructure - S

ANZ-76

2005-Current

160,000.00

9,983.20

40,000.00

1,466.31

51,449.51

9,983.20

2,495.80

12,479.00

Crystal River Airport Master Plan & Layout - F

3-12-0156-002-2005

2005-Current

149,269.00

123,532.00

7,857.00

3.76

131,392.76

130,657.45

6,876.55

137,534.00

Crystal River Runway Upgrades - S

AO-528

2005-Current

50,000.00

6,863.40

12,500.00

581.32

19,944.72

6,863.40

Crystal River Environmental Assess - F

3-12-0156-003-2006

2006-Current

38,000.00

33,060.00

33,060.00

33,060.00

Crystal River Land Acquisition - S

AOP-25

2007-Current

150,000.00

50,000.00

223.68

50,223.68

3,750.00

Crystal River Parallel Taxiway - S

AOO-61

2007-Current

640,000.00
3,398,100.00

159,934.00

66.00

775,643.30

86,727.17

TOTAL

PROJECT

DESCRIPTION

Project Title

Contract Number

Comb. Holden Property/Inverness Airport - S

AD-046/AF-532

Grant Period

1) Total Agency
Funding Per
Contract

1,799,468.34

FUNDING
2) Agency
Funding
Received

2000-2006

514,345.00

605,825.88

Inverness Economic Development - S

AJ-865

2001-2005

100,000.00

26,159.83

Inverness Easement & land Purchase - S

AL-458

2002-2005

40,000.00

Inverness Lighted Wind Cone - S

AL-014

2002-2005

8,000.00

3) BOCC Approved
Local Cash Match
234,227.00

10,398.24

63,994.46

5,883.56

21,330.06

2,056.22

74,119.20

0.75

24,882.67

2,686,721.48

984.21

8,579.25

11,365.47

33,060.00
1,250.00

5,000.00

3,750.00

48,973.68
160,000.00

1,828,978.14

406,098.97

2,235,077.11

EXPENDITURES

5) Interest Earned
3,306.98

6) Total Funding
Received

66.00

38,970.51
7,125.45

160,000.00

RECEIVED

4) Interfund Transfers
Received

1,715.85

10,694.57

7) Agency
Expenditures

8) County
Expenditures

29,509.80

10) Cost
Reimbursement
Due From Agency

9) Total
Expenditures

481,154.17

11) County Fund
Balance

(4,205.63)

6,752.71

61,481.83

12) Interfund
Transfer Out

853,758.10

601,620.25

241,179.51

842,799.76

25,000.00

1,356.37

52,516.20

26,159.83

6,539.95

32,699.78

10,000.00

523.95

10,523.95

10,958.34

8,000.00

5,000.00

190.17

13,190.17

8,000.00

5,000.00

13,000.00

190.17

190.17

19,816.42

19,816.41

10,523.95

10,523.95

Inverness Relocate Spray Fields - S

AM-335

2002-2006

752,000.00

736,072.00

188,000.00

6,670.40

930,742.40

736,072.00

184,017.99

920,089.99

10,652.41

10,652.41

Inverness Sealing & Marking of Runway - S

AN-354

2003-2006

80,000.00

48,536.15

20,000.00

1,061.74

69,597.89

48,536.15

12,134.04

60,670.19

8,927.70

8,927.70

Inverness Improvements - F

3-12-0157-001-2003

2003-2007

356,436.00

221,338.00

11,570.00

89.65

232,997.65

221,338.00

11,461.50

232,799.50

198.15

198.15

Inverness Jet A-1 Fuel Capability - S

AN-544

2003-Current

60,000.00

59,920.56

15,000.00

156.06

75,076.62

59,920.56

14,980.14

74,900.70

175.92

Inverness Ramp & Terminal Facilities - S

363,200.00

3,019.00

88,400.00

2,400.00

6,418.62

100,237.62

8,604.40

2,151.10

10,755.50

5,585.40

95,067.52

Inverness Infrastructure - S

ANI-41

2004-Current

200,000.00

137,116.91

226,580.00

30,735.85

15,823.71

410,256.47

157,628.33

113,328.94

270,957.27

20,511.42

159,810.62

Inverness Infrastructure - S

ANH-82

ANI-42

2004-Current

612,000.00

13,387.20

153,000.00

11,327.25

177,714.45

20,080.80

5,020.20

25,101.00

6,693.60

159,307.05

5,585.40

104,992.24

Inverness Runway - FPT

ANJ-45

2004-Current

2004-Current

120,000.00

500.00

120,000.00

9,625.85

130,125.85

500.00

500.00

1,000.00

Inverness Parking Apron - S

ANJ-30

2004-Current

400,000.00

3,019.00

100,000.00

7,143.34

110,162.34

8,604.40

2,151.10

10,755.50

Inverness Runway & Taxiway - FPT

ANJ-29

2004-Current

56,200.00

500.00

56,200.00

4,507.64

61,207.64

500.00

500.00

1,000.00

Inverness Fuel Facility - S

AO-451

2005-Current

96,000.00

21,733.42

24,000.00

1,152.42

46,885.84

87,389.60

21,847.40

109,237.00

Inverness Automated Weather Observation System - S

AO-789

2006-Current

72,000.00

18,000.00

986.86

18,986.86

Inverness Master Plan Update - S

AO-616

2006-Current

3,500.00

3,500.00

168.89

4,265.82

96,025.00

1,455.85

Inverness Hangars - S

AOD-57

2006-Current

384,100.00

Inverness Master Plan & Perimeter Fencing - F

3-12-0157-002-2006

2006-Current

356,411.00

Inverness Non-Precision Markings - S
Inverness Relocate Building - S

AO-979

2006-Current

2,800.00

AO-981

2006-Current

80,000.00
4,656,992.00

TOTAL

596.93
280,182.00

700.00

44.49

20,000.00
2,165,906.88

1,415,202.00

43,534.09

129,125.85
60,207.64
65,656.18

3,305.02
18,986.86

991.20

991.20

1,982.40

394.27

286,802.46

6,620.46

2,894,551.05

106,841.10

97,480.85
280,182.00

2,677.69
97,480.85

286,802.46

744.49

1,271.24

21,271.24

73,281.48

3,697,924.45

744.49
21,271.24
2,272,747.98

621,803.07

910,214.50

1) State or federal granting agency funding per grant agreement (contract).
2) Funds that have been received from either state or federal granting agency for that particular project. State and federal funding is received by cost reimbursement.
3) Funds that have been transferred from Capital Improvement Project (CIP), also referred to as local cash match.
4) Unused funds transferred from another aviation project.
GRANTING AGENCY LEGEND

5) Interest that has been earned on average daily balance of the fund.

STATE FUNDING - S
FEDERAL FUNDING - F
FEDERAL PASS-THROUGH FUNDING - FPT

6) Total received for that particular project.
7) Granting agency funds expended.
8) CIP (local cash match) funds expended.
9) Total granting agency and local cash match funds spent on that project.
10) Amount of the cost reimbursement to be received from state or federal granting agency.
11) Balance of county funds--includes (3)local cash match, (4)interfund transfers in, and (5)interest less the amount of (8)local cash match expenditures.
12) Funding that was transferred to another aviation project or returned to CIP.
4) and 12) For a detailed description of funds transfers, see INTERFUND TRANSFER DETAIL (EXHIBIT D).

EXHIBIT C

2,400.00

63,667.13

GRANT

Interfund Transfer Received
(from another aviation grant)
(SEE EXHIBIT C )

Interfund Transfer Out
(to another aviation grant or CIP)
(SEE EXHIBIT C )
107.35
interest to CIP

AJ-656
CLOSED

1,791.00
unused cash match to CIP
Total Out
1,898.35

AL-597
CLOSED

588.83
interest to CIP

AL-014
CLOSED

190.17
interest to CIP

AN-353
CLOSED

728.27
interest to CIP
523.95
interest to CIP

AL-458
CLOSED

(A) 10,000
to grant AM-334
Total Out
10,523.95
1,356.37
interest to CIP

AJ-865
CLOSED

(A) 18,460.04
to grant AM-334
Total Out
19,816.41

AM-334
CLOSED

(A) 28,460.04
from grant AL-485 & AJ-865

(B) 48,028.71
to grant ANR-25
(C) 66.00
to grant AOO-61

ANR-25
OPEN

(B) 48,028.71
from grant AM-334
(D) 10,154.29
from grant AM-336
(E) 17.38
from grant AK-443
Total In
58,200.38

AOO-61
OPEN

(C) 66.00
from grant ANR-25

AM-336
CLOSED

(D) 10,154.29
to grant ANR-25

AK-443
CLOSED

(E) 17.38
to grant ANR-25
(F) 10,958.34
from grant AF-532

(G) 2,400
to grant ANI-42

(H) 10,652.41
from grant AM-335
ANI-41
OPEN

(I) 8,927.70
from grant AN-354
(J) 197.40
from grant 3-12-0157-001-2203
Total In
30,735.85

ANI-42
OPEN

(G) 2,400
from grant ANI-41

AD-046/AF-532
CLOSED

10,398.24
from grant AF-529 (closed in 2002)

(F) 10,958.34
to grant ANI-41

AM-335
CLOSED

(H) 10,652.41
to grant ANI-41

AN-354
CLOSED

(I) 8,927.70
to grant ANI-41
(J) 197.40
to grant ANI-41

3-12-0157-001-2003
CLOSED

3-12-0156-001-2003
OPEN

(K) .75
to grant 3-12-0156-001-2003
Total Out
198.15
(K) .75
from grant 3-12-0157-001-2003

EXHIBIT D

Fund
Number

Project Title

Funding Agency

Grant Period

Contract Number

Financial Project
Number (FPN)

009-5764

Crystal River Airport Tree Removal & Land Purchase

State

2002-2005

AL-597

40488419401

010-5760

Inverness Airport Easement & Land Purchase

State

2002-2005

AL-458

40304619401

012-5757

Inverness Airport Lighted Wind Cone

State

2001-2005

AL-014

40304719401

014-7239

Crystal River Airport Easement & Tree Removal

State

2001-2007

AK-443

40303619401

015-7238

Inverness Airport Economic Development

State

2001-2005

AJ-865

40305919401

023-7236

Crystal River Airport Signage

State

2001-2005

AJ-656

40488018401

024-7234
024-7235

Comb. Holden Property/Inverness Airport

State

2000-2006

AD-046
AF-532

40305418401
40305218401

037-5794

Inverness Airport Ramp & Terminal Facilities

State

2004-Current

ANI-42

40768719401

038-5795

Inverness Airport Infrastructure

State

2004-Current

ANI-41

40754019401

041-5784

Inverness Airport Infrastructure

State

2004-Current

ANH-82

41274419401

047-5783

Crystal River Airport Corporate/T Hangars

State

2003-Current

AN-545

40303119401

048-5784

Crystal River Airport Corporate/T Hangars

State

2003-Current

AN-546

41018719401

059-5782

Inverness Airport Jet A-1 Fuel Capability

State

2003-Current

AN-544

40487819401

060-5773

Crystal River Airport Extend Airport Road

State

2002-2006

AM-334

40488219401

063-5774

Inverness Airport Relocate Spray Fields

State

2002-2006

AM-335

40769219401

069-5775

Crystal River Airport Improvements

State

2002-2006

AM-336

40306119401

072-5780

Crystal River Airport Land Purchase

State

2003-2005

AN-353

40487919401

073-5781

Inverness Airport Sealing & Marking of Runway

State

2003-2006

AN-354

40306319401

075-5787

Inverness Airport Improvements

Federal

2003-2007

3-12-0157-001-2003

076-5788

Crystal River Airport Improvements

Federal

2003-Current

3-12-0156-001-2003

080-5838

Crystal River Airport Parking Apron

State

2004-Current

ANR-25

40754219401

084-5840

Crystal River Airport Infrastructure

State

2005-Current

ANZ-76

40754119401

086-5842

Inverness Airport Fuel Facility

State

2005-Current

AO-451

41250619401

087-5843

Crystal River Airport Runway Upgrades

State

2005-Current

AO-528

4048819401

109-5480

Airport Master Plan & Airport Layout

Federal

2005-Current

3-12-0156-002-2005

113-5848

Inverness Airport Automated Weather Observation System

State

2006-Current

AO-789

41250819401

114-5849

Inverness Airport Master Plan Update

State

2006-Current

AO-616

41250919401

151-5862

Inverness Airport Hangars

State

2006-Current

AOD-57

41018519401

153-5864

Inverness Airport Master Plan & Perimeter Fencing

Federal

2006-Current

3-12-0157-002-2006

163-5854

Inverness Airport Non-Precision Markings

State

2006-Current

AO-979

41251119401

164-5855

Inverness Airport Relocate Building

State

2006-Current

AO-981

41250719401

165-5866

Crystal River Airport Environmental Assess

Federal

2006-Current

3-12-0156-003-2006

173-5800

Inverness Airport Runway

Federal Pass Through

2004-Current

ANJ-45

40769019401

174-5801

Inverness Airport Parking Apron

State

2004-Current

ANJ-30

40774619401

175-5802

Inverness Airport Runway & Taxiway

Federal Pass Through

2004-Current

ANJ-29

41250519401

186-5902

Crystal River Airport Land Acquisition

State

2007-Current

AOP-25

41241119401

187-5903

Crystal River Airport Parallel Taxiway

State

2007-Current

AOO-61

41241219401
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