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Introduction The FAA identifies airports that are significant to national air transportation 

through the development of the National Plan of Integrated Airport Systems 
(NPIAS). The NPIAS identifies the composition of a national system of 
airports together with the airport development and costs necessary over the 
ensuing 10 years to expand and improve the system. A key component of the 
NPIAS is the collective Airport Capital Improvement Plans (CIP) of the 
nation’s airports. These CIP’s provide details including the projects expected 
to be undertaken within the next 3 to 5 years and those considered likely to be 
funded by the Federal Airport Improvement Program (AIP). 
 
This chapter presents a summary of Quonset Airport’s CIP, its anticipated 
phasing and funding sources, and the estimated financial implications to the 
Rhode Island Airport Corporation.  Additionally, the chapter examines 
historic operating revenues and operating expenses at the Airport and presents 
projections of future operating results.  Financial projections of revenues and 
expenses at the Airport focus on the short- and mid-term planning period and 
are used to identify the ability of the Airport to contribute to the local share of 
anticipated project costs, if necessary. 
 
The CIP and financial plan developed for the Airport is presented in the 
following sections: 
  

• Overview of Airport Finances 
• Capital Improvement Program 
• Funding the Capital Improvement Program 

 
This financial analysis can be used to determine the financial viability of fully 
implementing the recommended CIP in order to take advantage of the 
potential economic benefits associated with developing the Airport. 
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Airport 
Financial 
Structure 

In 1993, the Rhode Island Department of Transportation leased the State’s six 
airports (five general aviation airports plus T.F. Green) to RIAC for a period 
of thirty years, with an additional five-year option.  Quonset Airport is 
currently leased by RIAC through 2028.  Since 1996, all five general aviation 
airports have been managed by Piedmont Hawthorne Rhode Island, Inc. for a 
set annual fee.  All labor and maintenance costs realized by Piedmont in 
operating and maintaining those airports are also covered by RIAC.  It is 
important to emphasize that Piedmont Hawthorne does not realize any profits 
from managing these airports beyond that annual fee. 
 
From a financial perspective, RIAC operates the Airport from a General 
Fund.  Within the General Fund, which is used by RIAC to account for the 
financing of materials or services, operating costs are intended to be offset by 
collected revenues. 
 
RIAC’s fiscal year cycle is July 1 through June 30.  The annual budget serves 
as the foundation for financial planning and control.  The budgeting process 
establishes operating and capital budgets for the General Fund.  Following 
each fiscal year, RIAC prepares financial statements and narrative overviews 
to summarize financial performance relative to the established budgets. 
 
The relationship between Airport operating revenues and operating expenses 
at Quonset Airport is one representation of the overall financial condition of 
the Airport.  The comparison of operating revenues and expenses can 
identify, from a cash-flow perspective, whether the revenues generated at the 
Airport are sufficient to cover the operating costs.  It is important to note that 
the revenue and expense comparison provides an important, but narrow, view 
of the financial and economic implications of the Airport.  This financial data 
must also be examined and evaluated in the context of other economic 
benefits and tax revenues that are accrued as a result of Airport operations.  
 
In general, where operating revenues are greater than operating expenses, an 
airport can be considered profitable.  Excess revenues are often used to 
establish airport reserve funds and/or help fund airport capital development.   

 
Continued on next page 
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Overview of Airport Finances, Continued 

  
Airport 
Financial 
Structure 
(continued) 

Where operating revenues are less than operating expenses, an airport 
experiences a net operating loss and requires some form of subsidy to meet 
operating requirements.  In most cases, the operating loss of a general 
aviation airport can be maintained at a reasonable level and the public sponsor 
is willing to subsidize airport operations in support of the overall economic 
benefits the facility brings to the area, the tax revenues generated by the 
airport and airport-related businesses, and the social and quality-of-life 
benefits associated with the airport. 
 
Airport revenues are typically generated through user fees charged by the 
airport for the facilities and services that are provided.  These user fees are 
typically established by an airport based on area market conditions.  
Operating revenues are collected at Quonset Airport from the following 
primary sources: 
 

• Aircraft Landing Fees – Quonset Airport charges a landing fee of $5 
per landing.  This fee is typically waived for single- and multi-engine 
aircraft with the purchase of fuel. 

 
• Aircraft Parking Fees – The Airport currently charges aircraft parking 

fees of $5 for single-engine aircraft and $10 for multi-engine aircraft.  
The Airport also charges a monthly tie-down fee of $62 for based 
single-engine aircraft and $72 for based multi-engine aircraft. 

 
• Fuel Flowage – Since RIAC itself maintains the fuel concession, it 

does not collect a fuel flowage fee.  Rather, profits are realized from 
the revenues generated from the margin on fuel sales, which is the 
difference between the sales price to the customer and the purchase 
price from the supplier.  Note that this margin-based profit is expected 
to be comparable to or greater than a typical fuel flowage fee.   

 
Landside facility development and levels of aviation activity are typically the 
primary factors that influence airport operating revenues.  As additional 
development occurs at Quonset Airport and as the number of based aircraft 
and itinerant aircraft operations increase, it is likely that Airport operating 
revenues will increase correspondingly.  Projections of future Airport 
operating revenues are presented in a subsequent section of this chapter. 

 
Continued on next page 
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Overview of Airport Finances, Continued 

 

 
Continued on next page 

Airport 
Financial 
Structure 
(continued) 

Airport operating revenues are offset by operating expenses, typically referred 
to as Operation and Maintenance (O&M) costs.  Airport operating expenses 
are comprised of the daily costs incurred by RIAC through Piedmont in the 
operation of the Airport.  They do not include non-cash and capital costs 
associated with depreciation, debt service, and infrastructure development.  
The primary components of O&M costs at Quonset Airport include the 
following elements: 
 

• Personnel (salaries, wages, and benefits) 
• Facilities and maintenance 
• Tenants and concessions 
• Contract services 
• Utilities 
• Materials and supplies 

 
As with operating revenues, certain components of the Airport’s operating 
expenses fluctuate with activity levels; however, there are some significant 
expenses, such as personnel and facilities, that could be maintained at or near 
current levels while accommodating significant increases in activity. 
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Overview of Airport Finances, Continued 

  
Historic 
Revenues and 
Expenses 

Historic revenues and expenses for Quonset Airport over the three most 
recent fiscal years are presented in the following table. 
 

Historic Revenues and Expenses 
 FY 2003 FY 2004 FY 2005 
Operating Revenues $ 938,262 $ 1,223,828 $ 1,475,629 
Cost of Sales $ 376,493 $ 522,191 $ 805,202 
Gross Profit $ 561,769 $ 701,637 $ 670,427 

 
Operating Expenses $ 232,829 $ 254,175 $ 259,369 
Payroll $ 124,799 $ 155,944 $ 186,878 
Capital Expenditures $ 17,295 $ 19,761 $ 0.00 
Total Expenses $ 374,923 $ 429,880 $ 446,247 

 
Net Income $ 186,846 $ 271,757 $ 224,180 

 
 
As shown in the table, the gross profit at Quonset Airport increased from 
approximately $561,800 in FY 2003 to $670,400 in FY 2005, representing a 
compound annual growth rate of approximately nine percent.  This growth is 
attributable to a substantial increase in operating revenues each year.  Total 
expenses increased from approximately $374,900 in FY 2003 to $446,200 in 
FY 2005 at a corresponding compound annual growth rate of nine percent.   
 
Over the same period, the net operating income of the Airport, on an annual 
cash-flow basis, increased at a compound annual growth rate of 
approximately ten percent; however, the Airport experienced a decrease in net 
operating income in FY 2005 from the previous year.  This decrease is 
primarily attributable to the purchase of deicing equipment in FY 2005.  This 
expenditure is expected to be recovered through increased Airport activity 
associated with the use of Quonset Airport’s new deicing facilities. 

 
Continued on next page 
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Overview of Airport Finances, Continued 

 
 

  

Projected 
Revenues and 
Expenses 

The continued development of Quonset Airport and the growth in activity 
will impact the operating revenues and expenses throughout the planning 
period.  Actual future financial outcomes will be determined by a variety of 
factors, many of which are impossible to identify at this point in time.  The 
projections developed in this analysis depict future operating revenues and 
expenses based on recent financial results and the budgeted revenues and 
expenses for 2006. 
 
Projections of future revenues and expenses at Quonset Airport for the period 
of FY 2006 through FY 2011 are presented in the following table. 
 

Projected Revenues and Expenses 
Projected  Budgeted 

FY 2006 FY 2007 FY 2008 FY 2011 
Operating Revenues $ 1,570,210 $ 1,758,600 $ 1,916,900 $ 2,431,600 
Cost of Sales $ 769,937 $ 862,300 $ 965,800 $ 1,310,200 
Gross Profit $ 800,273 $ 896,300 $ 951,100 $ 1,121,400 
 
Operating Expenses $ 272,724 $ 289,000 $ 300,600 $ 388,100 
Payroll $ 203,015 $ 219,300 $ 236,800 $ 266,400 
Capital Expenditures $ 0.00 $ 22,300 $ 23,900 $ 29,200 
Total Operating Expenses $ 475,739 $ 530,600 $ 561,300 $ 683,700 
 

Net Income $ 324,534 $ 365,700 $ 389,800 $ 437,700 
 
The projections presented in the table are developed for the years 2007 
through 2011 based on anticipated escalations in operating costs and future 
growth in Airport activity.  Based on the projected activity growth and the 
assumptions regarding future tenant growth and expansion at the Airport as 
presented in this Master Plan, operating revenues are projected to increase 
from approximately $1.5 million in 2005 to over $2.4 million in 2011.  A 
significant portion of the projected growth in Airport operating revenues is 
anticipated to be driven by an overall increase in revenues as a result of 
new/expanded tenants, businesses, and corporate flight departments. 
 
Over the same period, the Airport’s total operating expenses are projected to 
increase from approximately $446,200 in 2005 to approximately $683,700.  
Based on these projections, the Airport’s net operating outcome is expected to 
continue to grow each year between 2006 and 2011. 
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Capital Improvement Program 

  
Capital 
Improvement 
Program 

In Rhode Island, all airports that receive State or Federal funding for airport 
projects must file a Capital Improvement Program (CIP).  The CIP identifies 
improvement projects that will be required at an airport over a specific period 
of time, estimates the order of implementation of the projects included in the 
plan, and estimates the total costs and funding sources of the projects.  It is 
important to note that as the CIP progresses from projects planned in the 
current year to projects planned in future years, the plan becomes less detailed 
and more flexible.  Additionally, the CIP is typically modified on an annual 
basis as new projects are identified or as projects change. 
 
The CIP includes all new projects and facility development improvements 
recommended for the Airport in this Master Plan.  Additionally, rehabilitation 
projects identified by RIAC as necessary improvements are shown on the CIP 
in the near- and mid-terms.  Because it is unreasonable to estimate all 
required rehabilitation projects at the Airport throughout the planning period, 
only new facility construction projects and facility improvement projects are 
included beyond FY 2010.  It is important to note that all CIP projects in FY 
2005 have been completed or are currently in progress.  
 
A phasing plan and cost estimates were developed to illustrate the timing and 
relative magnitude of the capital expenditures required to fully implement the 
plan.  The CIP and corresponding cost estimates are presented in the 
following table.  It is important to note that these cost estimates are based on a 
planning level of detail and are in current year dollars.  While accurate for 
master planning purposes, actual project costs will likely vary from these 
planning estimates once project design and engineering estimates are 
developed.  These costs also include contingencies and design and 
construction management costs. 
 
See following fold-out for current CIP. 
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Capital Improvement Program Funding 

  
CIP Funding Each recommended project was analyzed for Federal Airport Improvement 

Program (AIP) funding eligibility, and an estimated funding scenario for the 
CIP is presented in the CIP table.  Based on an analysis of each project and its 
eligible funding sources, it is estimated that approximately $10.2 million of 
the CIP is eligible for federal funding through the AIP.  The remaining share 
of estimated project costs, approximately $15.1 million over the planning 
period, would be funded through Passenger Facility Charges (PFCs), RIAC, 
and private sources.   
 
The FAA and RIAC collaborate to distribute Federal funds to eligible NPIAS 
airports in Rhode Island in the form of AIP grants from the Aviation Trust 
Fund.  The Aviation Trust Fund, in its present general form, was originally 
established in 1970 and has since been amended on numerous occasions.  The 
purpose of the Aviation Trust Fund is to establish a source of funds collected 
only from the users of the nation’s airport system that can be used to fund 
airport improvements at system airports.  The current AIP legislation provides 
both entitlement funds and discretionary funds for projects that are eligible 
according to FAA Order 5100.38C, Airport Improvement Program 
Handbook.  General types of projects that are eligible to be funded with AIP 
grants include those projects that: 
 

• Preserve or enhance safety, security, or capacity of the national air 
transportation system 

 
• Reduce noise or mitigate noise impacts resulting from aircraft 

 
• Furnish opportunities for enhanced competition between or among air 

carriers, if applicable 
 
One of the major sources of funds for the Aviation Trust Fund is a ticket tax 
levied on each scheduled service airline ticket sold in the United States.  This 
ticket tax ensures that the users of the nation’s aviation system are responsible 
for funding its improvements.  Grants from the Aviation Trust Fund support 
development/improvement needs at both commercial service and general 
aviation airports. 

 
Continued on next page 
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Capital Improvement Program Funding, Continued 
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Capital Improvement Program Funding, Continued 
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Capital Improvement Program Funding, Continued 

 

 
Continued on next page 

CIP Funding 
(continued) 

Some airports with scheduled passenger service receive grant funds each 
fiscal year based on the number of passengers that they enplaned the prior 
calendar year.  These are referred to as “enplanement” entitlement funds.  
Commercial service airports are given entitlement funding based on a 
graduated method developed by the FAA that equates to a lower per 
enplanement entitlement for an airport as the total enplanement level 
increases.  This process is used to offset funding disparity, to the extent 
possible, resulting from the vastly different levels of enplanements that occur 
at U.S. airports, from less than 10,000 enplanements per year at small airports 
to tens of millions of enplanements at major hub airports. 
 
Scheduled service airports can also receive cargo funding based on the landed 
weight of cargo aircraft.  This cargo entitlement is also calculated based on a 
graduated method similar to the enplanement entitlement method previously 
described.  Additionally, Federal AIP apportionment funds are available to 
each state’s eligible general aviation airports.  The FAA allocates funds for 
general aviation airports based on a formula that considers the size and 
population of the state.  General aviation airports compete for these funds 
based on the priority of each project within the state and national airport 
system. 
 
Airports also compete for Federal discretionary funds, which are awarded 
based on priority ratings given to each potential project by the FAA.  The 
prioritization process ensures that the most important and most beneficial 
projects are the first to be completed, given the availability of adequate 
discretionary funds. 
 
As a general rule, airport projects that are related to non-revenue producing 
facilities, such as airfield improvements and land acquisition, can be eligible 
for up to 90 percent Federal funding.  Only those airports deemed as being 
crucial to the national system, which are those included in the NPIAS, are 
eligible for Federal funding.  Quonset Airport is included in the NPIAS as a 
general aviation reliever airport for T.F. Green Airport. 
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Capital Improvement Program Funding, Continued 

 
 

CIP Funding 
(continued) 

It is important to note that not all projects at airports included in the NPIAS 
are necessarily eligible for Federal funding.  Additionally, the use of Federal 
AIP funds at any airport requires local matches from State and/or 
sponsor/owner sources.  Federal funding is limited to development that is 
justified to meet aviation demand according to FAA standards.  Each airport 
development project, including those recommended in the Master Plan, will 
be subject to eligibility and justification requirements in the normal AIP 
funding process. 
 
The CIP includes projects that would be funded by private sources.  For the 
purposes of this analysis, it is assumed that tenant-financed projects would 
not be constructed until demand warrants (i.e., demand and user revenues 
make it feasible to develop and finance facility construction). 
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Summary 

 
Summary This chapter examined the financial and economic implications of Quonset 

Airport’s current operation, as well as the estimated costs of its recommended 
development plan.  The Airport has experienced net operating profits in 
recent years as a result of capital improvements and increased demand.  Based 
on projections of future operating revenues and expenses, it is anticipated that 
Quonset Airport will continue producing a net operating profit. 
 
Promoting new development at Quonset Airport is a means of materially 
improving the Airport’s financial operating condition.  This Master Plan 
identifies specific infrastructure development projects that will allow the 
Airport to better serve its users.  In addition to the recommended development 
projects, attracting and promoting additional activity at the Airport should be 
a goal.  
 
To meet the Airport’s projected growth during the study period and the 
anticipated future needs of Airport users, the Master Plan has identified a 
recommended capital improvement program.  The total development cost of 
the recommended CIP is currently estimated at approximately $25.3 million.  
Based on current funding programs and a project-specific funding eligibility 
analysis, it is estimated that the recommended CIP is eligible for 
approximately $10.2 million in Federal AIP funding.  The remaining $15.1 
million in estimated project costs would be funded through PFCs, RIAC, and 
private sources.   
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