
U.S. Deparlment OPfice OfAirport safety 800 Indqmdmce Ave., SW.
ofTran3Wm+m and Standards Washin-, DC 20591 

Mr. Andrew T. Souza, City Manager 
Fresno City Hall, Second Floor 
2600 Fresno Street 
Fresno,California 9327 1-3600 

Dear Mr.Souza: 

I would like to thank you and your staff for the professional and courteous support 
provided to my staff during their on-site review ofthe Fresno Yosemite International 
Au-port(Airport) between January 23d and February loth. 

The following are the resultsofour review and suggested conective actions, which we 
believe to be necessary and reasonable. Wewould like to discuss the suggested 
corrective action with you by conference cdl, once you and your staff have had the 
opportunityto review this letter. 

The corrective action focuses on three separate issues: the Disposal ofAirport Land,the 
Loan to Fresno Redevelopment Agency, and the Accounts Receivable for Air 21 . 

Backaround 
The City transferred 220.31 acres from the Airport, selling 200.91 acm to the GAP 
Inc.(GAP) and using 18.93 acres for the widening of East Airways Boulevard Avenue 
and .47 for Leyte Avenue. It did this without first obtaining Federal Aviation 
Administration FAA) authorizationas required by the Airport Improvment Program 
(AIP) grant assurances. The 200.91 acreswas sold to the GAP in four parcels. Each 
parcel was sold for $1, 

In addition to the nominal sales price, the City dso provided other incentives.The GAP 
distributesmuch of its merchandise by truck using CaliforniaState Route (SR)99, the 
main northlsouth highway in central California. As part ofthe agreement, the City 
promised to facilitate roadway improvmmts to the freeway. Inreturn,the GAP agreed 
to build its Pacific Distribution Center on the site. Its initial plan was to constructtwo 
buildings and to staff them with 470 employees. It planned a future expansion oftwo 
additionalbuildings. The GAP met its initial obligation but has not built the two 
additional buildings. For 2006, the GAPwill pay the City $1.8 million in real estate 
taxes, which places the GAP among the City's top ten payers of real estate tax. The 
agreement between the City and the G M  provided no direct benefit to the Airport. 





The FAA considers the transfer of the land with payment below fair market value to be 
an unlawful diversion of airport revenue. Federal statute requires airport revenues to be 
used for airport capital and operating costs. This requirement is at 49 U.S.C.47107(b) 
and 47 133. The FAA Policy andProcedures Concerning the Useof Airport Revenue 
(Policy), 64 Federal Register 7695, February 16, 1999, defines airport revenue (Section I1 
@)(l)(a)(ii)) as the revenue received for the sale, transfer, ox disposition of airport real 
property. 

An airport sponsor is to depict a11of the land that constitutes the airport on a document 
called the "Exhibit A." The Exhibit A defmes the airport land obligated under the FAA 
grant assurances. It is attached to each grant application and becomes part of each grant. 
Any land identified on the Exhibit A may not be disposed of without FAA consent. Such 
consent requires a documented process of releasing the Federal obligations from the land. 
The Exhibit A attacked to grants awarded to the City after the sale of the 200.91 acres to 
the GAP still identified this land as being part of the Airport. A subsequent Exhibit A 
submitted in 2003 excluded the land sold to the GAP but has not been accepted by FAA. 
The FAA still considers the land sold to the GAP to be obligated under the grant 
assurances. 

On January 30,2003, the FAA sent a letter to Noah Lagos,Director of Transportation of 
the City ofFresno. The letter requested documents pertaining to the disposition of the 
200.91 acres; a copy to the letter is included as Enclosure 3. 

Citv Proposed Value of GAP Property with Stigma and Other Offsets 
The City presented a list of proposed offsets against the market value of the GAP 
property including a consideration for stigma: 

Stipma Appraisal 
An appraisal submittsd by the City cited unknown environmentalrisks associated with 
the former military use of the GAP property as the cause for an "Environmental Stigma" 
discount on the market value of the property. The appraisal report, in support of the 40% 
discount, cites the City's indemnificationof clean-up costs on the sale of the property, the 
potential third party liability to adjoiningproperty owners and the potential for munitions 
that may remain buried on the property. The appraiser states that lenders and investors 
would not purchase suchproperty without substantial discount h r n  the market value. 



However, our review of the appraisal and supplemental information finds that the Stigma 
discount of 40% is not supported. No analysis or proof is provided that verifies a 
potential for migration of contamination from the GAP Property (i.e.third party liability) 
or any significant or notoriouspresence of buried munitions on the property. 

The only verifiable evidence of any Stigma discount on the property would be due to the 
City's indemnification provided the GAP.At the time of sak, the development potential 
and location for developmentwere clearly very valuable site attributes. The FA4 
considers the extensive development of the property and the City's support for the 
development as contradicting the proposed 40% discount for Environmental Stigma. No 
actual underground contamination has been identified on the GAP property. The 
contamination plume under other Airport property apparently is not and did not affect the 
GAP'Suse and development of its property; nor has there been a requirement for 
monitoring of the GAP property for migration of the contamination. The GAP property 
itself may continue to be used and marketed and sold at its full market value. At best, at 
the time of City's sale to the GAP,a reasonable Stigma discount at no more than 5% of 
the appraised value may be accepted as reasonable given the City's indemnification 
provided to the GAP. 

Other Proaosed Offsets 
The City submitted a list of capital projects, which it stated benefited the Airport and 
offsets amounts the City owed the Airport f h m  its taking of the GAP property. The 
offsets total $4.9 million. 

The largest offset is $3,988,937 proposed for Airport projects constructed by the Fresno 
Redevelopment Agency (RDA).The Arrport funded a large amount of these projects 
through a loan. Projectscompleted with the Airport loan cannot be used to offset the sale 
of the GAP property. This is discussed in the next section,Loan to Fresno 
Redevelopment Agency. 

Both the proposed Measure "C" funds offset for $818,795 and the proposed City's local 
share of roadway projects offset of $35,237 were used for major arterial highway 
improvements not directly related to the Airport. The Policy (Section V.A.9.)allows the 
use of airport revenue for "those portions of an airport ground access project that can be 
consider4 an airport capital project, or of that part of a local facility that is owned or 
operated by the airport owner or operator and directly and substantially related to the air 
transportation of passengers or property, including use by airport visitors and 
employees." The F A 4  Airport Improvement Program Handbook recognizes funding 
eligibility for an access road only to the nearest public highway and only if used 
exclusively for airport traffic. Highway projects located off-Airport do not meet the 
Policy standard and are not accepted as an offset. We note that in part these projects 
were funded by State or Federal grants. 

The proposed Leaky Acres offset for $53,322 does not fit the use of airport revenue under 
the Policy and cannot be considered an offset. It is a percolation field for the aquifer that 
provides water to much of Central California. 

A summary of the proposed offsets, along with a map that shows the location of the 
roadway improvements in relation to the Airport, is included as Enclosure 1. 



S u m a r v  Position on Land Dimosal 
In summary, the City disposed of200.91 acres of Airport land without first obtaining the 
FAA's authorized release. The disposal violated Federal statutes on revenue diversion 
(49 U.S.C.47107(b)and 49 U.S.C.4713311, and the prohibition on using airport revenue 
for general economic development (49 U.S,C, 47107(1)(2) (B)),and the Policy on airport 
revenue use. The offsets the City proposes are not eligible as offsets. The FAA will 
agree to a 5% reduction of the appraised fair market value of the property due to possible 
environmental stigma. 

The FAA values the 200.91 acres at $4,797,900based on the May 27,2004, appraisal 
performed by the City's independent appraiser. The FAA updated that appraisal allowing 
a 5% stigma. United States Treasury rates of interest, applied to the updated appraisal 
amount bring the total to $6,214,255 through June 2006. See computations below: 

Date of Treasury No. of 
Parwl Color Acres Valuation Market Value 5% StIgrna Base Value Rate Years Interest Total Due 

Purple 135.14 30-Ssp-97 $ 2,649,000 $ 332.450 $ 2,516,550 5% 8.75 $ 1,100.991 $ 3,617,541 

Pink 56.38 l94un-00 $ 1,719,000 $ 85,950 $ 1,633,050 5% 6.00 $ 489,915 $2,122,965 
Yellow 7.71 2O-Jun-02 $ 353,000 $ 17,650 S 335,350 4% 4.00 $ 53,656 $ 389,006 

Mdium Blue 1.68 13-Jun-02 $ 76,900 $ 3,845 $ 73,055 4% 4.00 $ 11,689 % 84,744 

200.91 $ 4,707,900 $ 239,895 S 4,558,005 5 1,055,550 $6,214,255' $-
LOAN TO l?RESNO REDEVELOPMENTAGENCY (RDA). 

The Fresno RDA has two redevelopment project areas that impact the Airport: the Fresno 
Air Terminal Redevelopment Area (FATRA) and the Airport Area Revitalization 
Redevelopment Project (Airport Revitalization Area). Three problems were found 
associated with these two project areas. First, the FATM has over $6 million of Airport 
money tied up in a loan for which no payment of interest or principal kas been received 
in over 13 years. Second, airport revenue should not be used for economic development, 
which is the focus ofthe RDA. Finally, the RDA has provided little financial benefit to 
the Airport in comparison to what the Airport has provided the RDA. 

Background 
The RDA is established under the State of California, Health and Safety Code and 
governed by the Fresno City Council. Themission statement of the Fresno RDA is as 
follows: 

"To remove blight and encourage growth, vitality, renewal and rehabilitation of 
deteriorated area beset by social,physical, environmmiaI and economical conditions." 

RDA projects begin when the RDA identifies a project, designs a development plan, and 
obtains financing with bonds, advances, and loans. As an area improves, incremental tax 
revenues accrue to the flDA to pay for project financing. F A T U 's funding sources are, 
in part, loans from the Airport and the incremental tax revenues generated by possessary 
interest taxes. The Airport Revitalization Area is funded through incremental tax 
revenues on the GAPproperty, industrial sites, and residential neighborhoods. 

' Land valued at $660,000 donated to the Airport from the Airport Revitalization Area may be considered 
an offset if its value is supported by an appraisal and cvidcncc is provided of the transfer of title to the 
Airport. 



F A T M  
In 1988, the RDA established FATRA for the purpose of revitalizing Fresno's blighted 
areas, reverse the trend of economic stagnation, and ensure the realization for aviation-
related light industrial growth. Some of the projects to ready the FATRA for this 
economic industrial growth were towiden streets and intersections, and demolishold 
buildings and infrastructure. These projects were seeded with loans, in part, from the 
Airport. 

FATM Loans 
The City and the RDA Director entered into a loan agreement with the RDA agreeing to 
repay the Airport for any loans. The agreement did not provide an explicit interest rate or 
specify the term of the loans. California law allows up to 40 years to repay. Of the 
amount owed, very little has been repaid. In fact, there have been no payments of either 
principal or interest since 1993. Theoretically,according to redevelopment philosophy, 
this might not be unexpected. As the area improves, eventually (within 40 years) the tax 
increments should increase until the loans can be repaid. However, the FATRA has 
ceased improving the area; therefore no growth can be projected. The City's audited 
Comprehensive Annual Financial Report (CAFR)for 2005 reports an Advance to Other 
Funds (a receivable to the Airport) in the arnount of $6 million. The RDA's audited 
financials2agree with the amount and the interest rates reported in the CAFR. 

Airport Loans to FATRA @. FYE 2004 

Date Description Principal Interest Total 
6130189 Advance $2,260,514 $2.154.322 $4.414.836 

In-Kind 
Shields Ave. Diagonal 
Project Loan 1 

6128191 project Loan 2 175;500 1781489 353,989 
Total $2,977,514 $2,937,781 $5,915,295 

Note: The City reports $6.2advanced from the Airport in its FYE2005 CAFR. 

The City argues the Airport receives significant benefit from the FATRA because the 
FATRA contributed to the Airport environmental remediation. There is no evidence that 
the City paid for the remediationother than from the proceeds of the loans from the 
Airport or the incremental tax revenue generated by the FATRA. The source of the 
contaminationcomes from a building located on the Airport used to clean aircraft engines 
during the 1950s. At the time, North American Gmnmetn was rebuilding the engines 
under contract with the U.S. Department of Defense. Later the Boeing Company 
purchased North American Grumman. The City is hopeful the Boeing Company and the 
United States will take full responsibility for the contamination and reimburse the City 
for the costs the Airport contributed to the remediation. 

However, certain City and FATRA contributions may be considered as offsets against the 
loans. These contributionsinclude amounts paid for demolition of the old military type 
buildings on the Airport and environmental cleanup and remediation costs on the Airport 

The RDA's financial statement at fiscal year end 2005, report $84 million in long-termdebt. About half ofthisor 
$45 million is from Advances from the City of F m o .  The Airport's amount of $6 miIIion (with no interest or 
principal payments in 13 years) makes up 13% of the Advances from the City. Also, the RDA reported a deficit of 
$64million in net assets. Liabilitieswere roughly twice the rumrunt of assets. Since there have beenno repayments to 
the Airport, the RDA's financial strength is a concern on it's ability to repay the loan. 



paid for from the proceeds of the loans or from incrementdtax revenue or amounts paid 
from City funds. TheCity will need to specifically identify and certifythe amounts for 
these proposed offsets. 

FATM Revenues Used for Housing 
Not all money generated by the FATRA is used for commercial redevelopment projects. 
The State requires the FATRA to pay 20% of the incrementaltax receipts to fund housing 
projects, OnAugust 5,2004, the Stab passed an additional requirementto shift money in 
fiscal years 2005 and 2006 to augment education as a way to reduce the California state 
budget deficit. 

The FAA Poiicy and Procedum Coneenzing the Use ofAirport Revenue (Policy), 64 
Federal Register 7695, February 16, 1999, prohibits airport sponsors£bmusing airport 
revenue for general economic development (Section VI.B.3.). The prohibitionagainst 
general economic development wmes from 49 U.S.C. 47107(1)(2](B). Incremental tax 
receipts from the Aport should not pay for housing or educational costs to help rsduce 
the California deficit. 

Tke total amount spent on housing from1989through 2006 isunknown, but four years of 
FATM revenues spent directlyon housing are shown on the following table. 

FATRA Revenues and Payments to ~ousing'  

Flscal Year Tax Receipts 20% to H o u h g  Other Total 
2001 $22626 1 $45.252 $45.252 

2004 442;581 88;516 $39,035 127;551 
Total $1,373,700 $273,740 $39,035 $313,775 

Note: Wewtimte payments to housing h mthe P A W  to date to k about %700K. 

RDA Proiect Parameters 
The rules for an RDA maintain that incremental tax revenues generated by one 
designatedRDA area cannot be used for another designated RDA area. When the 
Airport lost 200.91 acres of Airport land ?hatwas sold to the GAP, the parcels were 
aligned with the Airport Revitalization Area. So the incremental tax revenues generated 
by the GAP property only benefited those masnot located on the Airport and included 
in the A i p r t  Revitalization Area. Some ofthose locations are miles from the Airpart 
and the GAP. In February 2006,a piece of land valued at $660,000and included in the 
k o r t  Revitalization Area was donated to the A ~ ~ o r t .  With the exception ofthis 
donated land, none of the revenue generatedby the Airport RevitalizationArea goes to 
the Airport. Enclosure 2 shows the two RDA areas in relation to the Airport.-

Because of the project area drawn for the FATRA, the tax increment-rtreceives is 
significantly smaller than the tax increment ofthe Airport RevitalizationArea. One 
Airport tenant pays incremental taxes for occupying or WWII era hangar, which did not 
come into being because of a FATRA developmentproject. The former Airport property, 
sold to the GAP, but not included in the FATRA, generates a significant tax increment 

'Dollar amounts rn&om Exhibit A-1 of the Redevelopment How@ Activities for the subject liscalyears 
presentedby the Dqarhmt  of Housing and Community Development of the State of California 



for the Airport Revitalization Area The schedule below shows the disparity between the 
Airport Revi taIization Area and the FATRA tax increments over four years. 

Gross Project Area Tax Incrementsfor Four Years4 

roject Area FYE 2001 WE 2002 FYE2003 FYE 2004 Total 
irpod Revitalization $718,594 $1,043,046 $1,459,148 $2,318,730 $5,539,518 

Summary of FATRA and Airport Revitalization Area 
The two RDA project areas do not benefit the Airport in proportion to the Airport's 
contribution to those areas. Airport land valued at $6.2 million was sold for $4 and then 
included in the Airport Revitalization Area that, not withstanding its title, did not include 
the Airport until the recent 2006 donation of land valued at $660,000. Other than the 
recent land donation, the Airport has receivsd no benefit from the Airport Revitalization 
Area. Loans were made by the Airport to a different RDA project area, the FATRA, but 
never repaid. Plus, a portion of revenues generated by the FATRA goes to support 
funding for housing and augment educational costs to reduce the State's budget deficit, 
all explicitlyprohibited as a use of airport revenue. As of January 1,2005, the FATRA 
debt to the Airport for the five loans plus interest totaled $5.9million, on which the 
FATRA has not paid anything in over 13 years. 

The FAA finds the City unlawfully diverted Airport revenue when it loaned Airport 
funds for the FATRA. In particular, 49 U,S.C. 47107(1)(2KB) does not permit the use of 
airport revenue for general economic development. Nor does 47107(1)(2)(C) pennit the 
use of airport revenue for payments that exceed the value ofservices provided. At this 
point, the incremental tax revenues do not appearto be able to cover the normal operating 
or administrative costs associated with the FATRA. TheFATRA is not making interest 
payments on the loans. Without h c i a l  resources, the FATRA appears not able to 
make improvements to the Airport and without improvements there will be no growth in 
fhture Airport increment a1 tax revenues. 

Consequently, the FAA requests the City to take corrective action by indicating how and 
when it will repay the FATRA loan. It is proposed that the tax incrementalrevenue from 
on-Airport sources be restricted for Airport use only to retire the outstanding loan balance 
and that City and FATRA contributions for the demolition of on-Airportbuildings and 
environmental remediation be identified and certified for possible offset against the 
outstanding loan balance. 

In regard to the Airport Revitalization Area, as the $660,000 value land donation is now 
part ofthe Anport, it should be recognizsd that a parcel of the Airport is part of the 
Airport Revitalization Area. Therefore, with the certification of the value of the 
$660,000property donation, it may be offset against what is due &omthe GAP property 
and the tax increment from the GAP property may be restricted to the Airport enterprise 
fund andor a combination of the tax increment and City debt be utilized to retire the 
remaining amount due for the 200.91 acre GAP property. 

4 See fooimte 3. 



ACCOUNTS RECEIVABLE FOR AIR 21 


On October 29, 1996, the Fresno City Council approved a surety of $132,891. The surety 
guaranteed the Airport payment in the event Air 21, a new start-up airline, discontinusd 
service, filed bankruptcy, or defaulted on its lease. On January 6, 1997, Air 21 filed a 
Chapter 1 1 bankruptcy petition, which was well within the 6-month period coveredby 
the surety. On September 22,2004, the Fresno City Attorney issued an opinion stating 
the debt was uncollectible and may be written off. 

There is a difference between "uncolectibIe" and a refusal to pay. The surety was not 
contingent upon the City collecting money from the banfaupt airline. The purpose of the 
surety agreement was to ensure payment to the Auport in case of bankruptcy. The City 
providsd an assurance that upon default or bankruptcy the guarantor (the City) would pay 
the Airport. The Airport carries the surety as a receivable. As of December 3 1,2005, the 
receivable plus interest stood at $346,975, 

The FAA finds the City unlawfullydiverted Airport revenue when it failed to pay the 
surety. Consequently, the FAA requests the City to submit a corrective actionplan to pay 
the Au-portfor the surety. 

COST ALLOCATION PLAN 

A review of the City's charges to the Airport disclosed two areas that need improvement: 

1)ocumented Cost Allocation Plan 
In accordance with OMB Circular A-87 (Circular) and the related Enclosure C, the City 
needs to maintain a documented file and certify that the cost allocation plan and Internal 
ServiceDepartments are in compliance with OMB CircularA-87, describing the method 
of charging by Internal Service Departments and the method of allocating costs. 
Budgeted costs should be adjusted to actual cost. The timing of this adjustment should be 
addressed for each Department billing the Airport. 

Cost Inctuded as Both Direct and Indirect Cost 
The Fixed Interdepartmental Reimbursement to the General Fund Budgeted amounts is 
based on actual costs from prior years. Because oftiming differences, there is a two-year 
lag in actual cost comparsd to budget. When an overcharge occurs, credits are provided 
as a carryforward amount credited to the current year budget. However,in FY 2000and 
2001, an organizationalchange in the transit department accounted for transit 
administration costs to be included in both the indirect rate (because it was developed 
using two year old actual cost) and also chargedto the Airport as a direct cost (the new 
organizational change). This amount was recovered over a three-yearperiod via the 
carryforwards and no costs were budgeted or charged to the Airport during this time 
period. However, this was a large overcharge which took the Airport three years to 
recover through credits. Very informal hand written cuff records were maintained to 
track these credits. We recommend the City monitor its budget process closer and 
provide more timely and documented credits for large adjustments. Because the 
carryforward line in both the old and new on-line budget system is a manual entry, we 
recommend the City maintain a well-documented electronic spreadsheet to track these 
carryforward amounts.The City concurred. 



CORRECTIVEACTION 


CorrectiveAction: The FAA requests the City take the following correctiveaction. 

1. Submitto the FAA a written,request for release by the City fiom its Federal 
obligations for the 200.91acres. As a condition of approving the release and disposal, 
the FA4will require the City to pay the Airport the fair market value of the property 
based on the City's indqendent appraisal and adjusted for the 5% stigma for the 200.91 
acres, plus interest from the date of sale. 

As proposed on page 9, the FAA suggests the $660,000 value land donation which is now 
part of the Airport, be recognized as part of the Airport RevitalizationArea. Therefore, 
with the certificationof the value of the $660,000property donation, it may bo offset 
against what is due from the GAP property. The tax increment h m the GAP property 
may be restrictedto the Auport enterprise b d .  Alternatively,or in addition, a 
combination of the tax increment and City debt may be utilized to retire the remaining 
amount due for the 200.9 1acre GAP property. The value of the land donation will need 
to be certifiedby an appraisal along with evidence of a ttansfer of title to the Airport. 

2. Pay the Airport the Air 21 surety, plus interest. This is included aspart of a net 
cment receivable on the Airport's financial statements. 

3. Provide a plan for a course of action to repay the outstanding loans to the FATRA 
owed to the Airport. The plan needs to include a realistic look at the projected 
incremental tax revenues that will go to the Airport, the timely repayment ofthe loan and 
interest, and any projected improvements that will benefit the Airport. Some of the 
amount due may be offset by legitimatecosts paid by the City and the FATRA on the 
Airport's behalf for demolition of old buildings mdenvironmentalremediationon the 
Airport. 

4. Document the Cost Allocation Plan and Internal Service Department's Plans in 
accordance with OMB CircuIar A-87. Maintain an electronic m r d  of detailed 
carryforward adjustmentswith directions on the use of the electronic file. Make 
adjustments annually to the Internal Service Departments. Put in process a method to 
ensure that costs are only included in the budget once, as eitherdirect or indirect. 

We look forward to working with the City to implement a resolution and repayment plan. 

Please take our comments and concerns into account asyour decisionscould adversely 
impact the availability of futureAIf grants and new PFC approvals. Please call me at 
(202) 267-3187 if youhave any questions regarding the contents of this letter and to set 
up the conference call. 



I propose that we attempt to schedule the call some time during the third week of 
September. 

Manager, Airports Compliance 
Division 

cc: 	Russell C. Widmar, Director of Aviation 
Fresno Yosemite International Airport 
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Below is a schedule ofprojects provided by the City to offset the GAP purchase. The 

notes explain the disposition of these proposed offsets. 


-
Description 

"0.  

City's Local Share of Roadways: $35,237 

A PeachlShields Connector 29,527 1 

B McKinley and Peach Traffic Signal 1,532 2 

C McKinley between First and Fresno 1,837 3 

D Clinton h m  Millbrook to Winery 2,340 3 


Measure &C9'Funds for Highways: $818,795 3 

E I-180EasthmHwy41toChestnut 3 

F 1-168 from Hwy 180to Shields 3 

G 1-168 from Shields to Gemburg 3 

H I-168 from Gettysburg to Bullard 3 

J I-168 from BulIard to Temperance 3 


DPW Leaky Acres $53,322 4 

~ T R AProjects $3,988,937 5 


1 TOTAL $4.896.291 


Legend: DPW =Department of Public Works 
RDA = Redevelopment Agency 
FATIU = FresnoAir Terminal RedevelopmentArea (a component of the RDA) 

-. 

Leaky
Acres 

-GAP 
Property 



Last printed 8/23/2006 7 5 7  AM 
Enclosure 1 
Page 2 of 2 

1. 	 The PeacMShields Connector was dedicated for Public Street Purposes on 
December 11, 1990. All street work is shown on a schedule submittedby the City 
as complete in 1997. This offset falls outside the 6-year statute of limitations (49 
U.S.C. 47107(1)(5)), which requires a sponsor to file its claim for reimbursement 
within 6-years of incurring the cost or advancing the funds. 

2. 	 The completion date for the McKinley and Peach traffic signal is 1994 as shown 
on a scheduIe submittedby the City. This is time-barred by the statute of 
limitations from qualificationof an offset. 

3. 	 The map (onpage 1)shows the placement of these street locations in relationship 
to the Airport. The Policy (Section V.A.9.) allows the use of airport revenue for 
"those portions of an airport ground access project that can be considered an 
airport capital project, or of that part of a local facility that is owned or operated 
by the airport owner or operator and directly and substantiallyrelated to the air 
transportation of passengers or property, including use by airport visitors and 
employees." The FAA Airport Improvement Program Handbook recognizes 
funding eligibilityfor an access road only to the nearest public highway and used 
exclusively for airport traffic. None of the projects located off-Airportmeet the 
Policy standard to be considered as an offset. 

Any offsets are dependent on the City certifying that funds were expended by the 
City and not part of any Federal or State grant program. The City must certify 
that the offsets comply with the Policy standard. 

4. 	 Leaky Acres is a water-recharge basin comprised of 26 ponds covering 
approximately200 acres. It is located off Airport and stores water percolated into 
the aquifm.This aquifer provides water for much of Central California.. This is 
not an offset for the sale of property nor would it be considered a use of airport 
revenue. 

5. 	 FATRA projects were funded with a loan from the Airport revenues and 
incremental tax revenues generated by those improvements paid for with the 
Airport loan. Theseprojects are unrelated to the sale of property to the G M .  



1. Airport Area Revitalization 
6 .  Fresna Air Terminal 



January 30, 2003 

Hr- Hoah Lagos, A.A.E. 
Director of Transportation 
City of Fresm 
Fresw, International Airport 
4995 East Clinton Avenue 
Presw, CA 93727 

Dear Mr. Lagos: 

mz fnvmrtigation of Airport Property Land Usa and C q l i a n c e  w i t h  
Hotiffcation of  Sale or Long Teas L e a s e  Agreement for Airport R w e p u e  
Reporting 

The Federal Aviation Adaainistration (FAA) has been notified of an 
alleged sale of dedicated airport property without a formal release of 
the federal agreement obligations secured to the title of gxhibit A, 
~irpartProperty Map. On December 13, 2002 1 conducted an on-site 
investigation of airport property land use and review of title 
documentation for the Fresno Yosemite International Airport (FAT}. A 
searcb of the San Francisco Airports District Office (ADO) records 
'dating from 1990 to the present tfme was conducted to establish the 
current dedicated airport property boundary line prior to the site 
visit. 


The ADO has also obtained records from the Fresno County Assertsors 
Office to evaluate the public ownership status of the airport property 
A review of the Cotmty Assessor records dated 9 / 1 3 / 0 2  atid 7/23 / .02  
dndicates that a change of title interest has been recorded for the 
northeastern p r t l o n  of t k  airport property bounded by East Airwiys  
Boulevard. The apparent owner of record is The Cap Incorporated (GAP 
Parcels1 . A private coamercial use of the property and not a public 
usefairport property leasehold. The enclosed Fresno County Assessors 
office records indict that parcels 42 and 47,  totaling 199-92 acres, 
(Gap Parcels) are recorded as property subject to assessment for real 
property taxes 

1 met with you and Hr. Dan Card, Assistant airport Director, and 
requested airport records for historic ALPS and M i b i t  A Property 
Maps- Your staff coenplied with the request and provided a copy of the 
FAA appruved 1994 Airport layout Plan (ALP) along with copies of the 
approved 1990 and 1988 ALPS, A copy of the Exhibit A, Property Hap 
for AIP grant number 3-06-0087-19dated November 31, 1994;oras .also 
provided. The member 1994 Elrhibit I Property Hap provfi@c.~>jijjl:, 
accurate record the legal description for airport prope*--?fht ..'city .,, 
of Fresrm t i t le  certification accanpanying grant applications is based 
on the 1994 mhibit A Property Map. The FA& has no 
notification of sale or long-term lease agreement 
The city of F r e s n o  has not reported sale or lease reve 
of the property. He note the following facts sat have 
on the ALPS: 

mailto:provfi@c.~>jijjl


The land was labeled as "proposed golf course site' on the 1994 
ALP. 
The same area was labeled as "city of Fresno future comrrercial 
and industrial facilities parcelm on the 1997 ALP. 
The area has been labeled "colrmercial and industrial facilities' 
on the 2001 ALP. 

The 1997 and 2001 ALP graphics for the airport boundary line have k e n  
changed and are not consistent with the 1994 8xhibit A Property Hap 
airport property line. The FAA approval st- an ALP is not approval

' 
or release of federal obligations for reporting airport revenue and 
eunpXiance w i t h  satisfactory title requirements aa stipulated by the 
P a r t  V firport Sponsor Assurances (Part V Assurances) 4,5, 2 5 ,  26, and 
2 9 .  The city of Fresno is in violation of the assurances and must 
submit a corrected property map. 

The city of Freano 3s also required to report revenue received from the 
property exchange. Based an the r e v i e w  of the records a change in 
property righta appears to have occurred in 1996-1997. A salt to the 
Gap Incorporated occurred conveying fee simple title to 199.92 acres of 
federally obligated airpart property. The city of Fresno has not 
complied with the terms of the grant agr-nts to depict accurate 
information on the ALP. The FAA records for FAT indicate that the c i t y  
of Fresno's certification of compliance w i t h  Part V Assurance number 5 ,  
P r e s e r v i n g  Rights and Powers for Ehe  property is in error as stated in 
grant applications sUbadtted subsequent to AIP 3-06-0087-19. The FAA 
has approved no formal modification of the Airport Property Hap. 

Failure t o  report accurate information will result in a finding of non-
compliance with the Part  V Assurances and future grant funding will be 
withheld pending eatisfactory performance of the federal agreement 
obligations. The obligation to maintain g d  title, reservation of 
rights and pawers, and ability to derive revenue to make the airport as 
aelf-sustaining as possible must not be damaged by the sa le  of the 
parcel; reference Airport Sponsor Assurances 4, 5 ,  and 2 4 - The 
conveyance of the federal/loeal interest in  the land made effective by 
a grant deed must have sufficient conditions, cwenants and 
restrictions to assure the continuation of normal operations of the 
airport. 

Met S a l e  Proceeds ILeinvetaWt 

The FAA must receive documentation that commits the City to invest the 
net sale proceeds from the sale of the property to capital irnprovernents 
that benefit the airport. The FAA must receive a final settlement cost 
report or record of the benefits that accrue to  civil aviation or 
tangible valuable consideration received far a civil aviation purpose. 

The sale of property interest must be based on a fair market value 
appraisal. The FAR requirements for a certified appraisal axe 
contained in Advisory Circular (AC) 150/5100-17, Land Acquisition and 
Relocation Assistance for A i r p o r t :  Irqprove~lentProjects. The City .mst  
obtain a certified appraisal i n  accordance with the current law for 
California Real Estate practice- The appraisal instructions mist  be 
submitted to this office for review and e-t to assure compliance 
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with FAA policy and procedure. We note that the proptrcy contains 
improvements that may not have been present at the time of the sale. 
The City appraisal must state an opinion of value for the land and the 
ilaprovements* The C i t y  muat support the decision to use either a cost 
approach, incame approach, or market data approach to determine an 
opinion of the fair market value of the properky- The appraisal report 
mutt clearly state  characteristics of the property at  the time of the 
sale. The highest and best use of the property must be ba~edon zoning 
or controlling City codes in e f fec t at the time of sale. The appraisal 
must identify possible dcfectm in the property or other restrictions, 
(exclusive of the P a r t  V Assurances limiting development for an airport 
purpose], that affect thevalueof the  real property. Adjustments 
made to the opinion of value mst be supported by an objective written 
evaluation of market value. 

E x h i b i t  A and lirport Layout Plan (ALP) 

The City must revise the Exhibit A, Property Map to depict the 
parcel(s1 sold. A principal concern for t h i s  evaluation is land use 
compatibility before arid after the transfer of property kteres t - The 
City should have recorded to the benefit of aviation the neces8ary 
covenants and restrictions to assure the continuation of normal airport 
operations- The C i t y  is reminded to refer to Assurance 34 for Airport 
Design standards; refer to Federal Aviation Regulations (FAR) Parts 77 
and Advisory Circular (AC) 150-5300-13, A i r p o r t  Lesign,  for the 
required airport airspace requixeraents. In order to remain in 
ronrplianee with Part V Assurances 19, 20, and 21 the C i t y  should have 
reserved sufficient rights and powers to remove hazards to aviation-

A revised ALP must be p a t t e d  to this office to reflect current as 
built conditions- Any changes to the airport access roads not 
previously recorded must be depicted. An airport roadway must be 
dedicated for the  exclusive uae of the airport. 

The construction of a public surface street that uses airport property 
without the review and approval of the FAA as to the benefits to accrue 
to civil aviation; or partial  use for an airport purpose is also 
subject to a compliance review of the FAA. Records obtained from the 
County Assessors office and on-site inspect5011 of East Airways 
Boulevard indicate a change of land use for a 110-foot nide s t r i p  
parcel recorded on the enclosed h s e ~ ~ o r a  The use of airportrecords-
revenue for the construction of a dedicated right-of-way connecting to 
the City's public use street/highway system must be limited to only 
that portion of the  right-of-way serving existing or future airport 
tenants and/or a i r  terminal passengers. We have no record a release of 
airport property for East ~irwaysBoulevard. Additional records must 
be pzrwided to clarify City property and dedicated airport property 
rights. 


Report to Congress & TAA Regulations 

Land purchased with federal funds (obligated land) and un-obligated 
land (land transferred by the C i t y  for an airport purpose) is subject 
to inspection and reporting requirements pursuant to Section 125 of the 
Wendell 8. Ford Aviation Investmtnt and Reform A c t  for the 21et Century. 
Current FAA requirements mandate an annual report to Congress to 
disclose the results of a land use inspection. The FAR must disclose 
the scope of the unauthorized use of airport property and the 
corrective action taken to assure accurate reporting of airport revenue 
based on applicable Federal obligations. Current investfgation and 
eaforcement procedures regarding airport compliance arattexs are set  
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fotth, in part, in PA^ Rrrles of practice for Federally-AssistedAi1p01-t 
Proceedings, Title 14  Code of Federal Regulation (CFB) Part 16. 
Additional FAA mapliancc procedures are ewered by 14 CE'R P a r t  13, FAA 
Investigative and Enforc-t Procedures. Revenue reporting 
requirements are contained in AC 150/5100-19, Guide for Airport 
Financial Reprts Filed by Airport Sponsors, published September 10, 
1998 and AC 150/5100-18,  Guide for Audit Certification by Airpor t  
Sponsors, published August 31, 1998 .  

If you or a member of your staff have questions regarding airport 
financial reporting, apprai~a lreport requirtllrents, and compliance 
obligatioms specified by the P a r t  V Assurances you aaay contact me at 
( 6 5 0 )  87612805, or Mr. Raeior Cavole, mliaace Specialist, at 
( 6 5 0 )  876 -2804.  

Sincerely, 

Joseph R. Rodriguez 
Supervisor, Environmental Planning and w l i a a c e  Section 

Enclosures 



