HEBER CITY CORPORATION
75 North Main Street
Heber City, Utah
Airport Advisory Board Meeting
Wednesday, September 17, 2014

4:00 p.m.
Regular Meeting

TIME AND ORDER OF ITEMS ARE APPROXIMATE AND MAY BE CHANGED AS TIME PERMITS

Public notice is hereby given that the monthly meeting of the Heber City Airport Advisory Board
will be at in the Heber City Office Building, 75 North Main, South door, in the Council
Chambers upstairs. The following items will be discussed:

I. Call to Order

I. Roll Call

[11. Pledge of Allegiance

IV. Minutes for Approval: August 20, 2014, Regular Meeting
1. Airport Manager Report

2. Review Draft Agreement for Hangar A Extension Request

3. Continued Discussion — OK3-AIR — FBO lease Extension and Leasehold Modification
Request

4. Discuss Recommended Details of Non-Reversionary Lease Rates for New Hangar
Agreements

5. Discuss existing Hangar end of Lease Extension Agreements and Process by which a
Hangar can be Transferred

6. Review Proposed Five-Year Airport Capital Improvement Plan

7. Other Items as Needed

In accordance with the Americans with Disabilities Act, those needing special accommodations during this meeting
or who are non-English speaking should contact Karen Tozier or the Heber City Planning and Zoning Department
(435-654-4830) at least eight hours prior to the meeting.

Posted on September 10, 2014, in the Heber City Municipal Building located at 75 North Main, Wasatch County
Building, Wasatch County Community Development Building, Wasatch County Library, on the Heber City Website
at www.ci.heber.ut.us, and on the Utah Public Notice Website at http://pmn.utah.gov. Notice provided to the
Wasatch Wave on September 10, 2014.



http://www.ci.heber.ut.us/
http://pmn.utah.gov/

Heber City Corp.

Memo

To:  Airport Advisory Board

From: Mark K. Anderson

CC: Mayor & Council

Date:  September 9, 2014

Re:  September 17,2014 - Agenda Items

Airport Manager Report: Enclosed is the Airport Manager’s report that has been prepared
by Terry Loboschefsky for the month of August. Terry will be available to review the
highlights of the report and answer any questions that the Board may have.

Review Draft Agreement for Hangar A Extension Reguest: At the last Airport Board
meeting the Board recommended that an extension be granted to OK3-Air for Hangar A if
three phase power was installed in the hangar under the condition that the value of the
improvement and the lease period extension would not add additional value to the hangar if
the City has to acquire the hangar to support the development of a C2/D2 airport
configuration. Enclosed is a copy of the draft agreement for Board review and approval.

Continued Discussion — OK3-AIR — FBO lease Extension and L easehold
Modification Request: At the last meeting, a motion was made that Mel McQuarrie,
Airport Board Chairman, establish a committee to come back with recommended
terms/ideas for a lease extension. The Board and Chair may want to discuss the makeup
of the committee to start this process. Terry Loboschefsky has also been gathering data
from other airports to see what terms other FBOs operate under. | would recommend that
the committee visit with Soar Utah (David Robinson), Worldwide Warbirds (Barry
Hancock), and Karl Penner about the proposed modifications to the leasehold boundaries
to see what concern they might have with the requested change.

Discuss Recommended Details of Non-Reversionary L ease Rates for New Hangar
Agreements: This issue was on the last agenda, but due to time constraints there was not
significant discussion on this issue. With the adoption of the Hangar Lease Rates and
Charges Policy, the Board should now discuss what lease fees should be charged in
conjunction with a non-reversionary lease agreement. The existing lease agreement
should also be reviewed to determine what changes should be made to make the terms
consistent with the new policy. (See enclosed) | would note that Paul Boyer has
provided a copy of the Loveland/Fort Collins, Colorado airport hangar lease agreement
which has also been enclosed. Once the lease terms are hammered out, we need to




determine the method the City will use to construct additional hangars on the field. Based
on past discussion, | would expect the Board to come up with lease rates that generate
similar revenue for the City over the expected life of the hangar.

Discuss existing Hangar end of Lease Extension Agreements and Process by which a
Hangar can be Transferred: This item was not really discussed at the last meeting.
Chairman McQuarrie has asked that this be placed on the agenda for discussion. Per the
enclosed email from Paul Boyer, existing hangar owners are anxious to establish a
technical committee to start the process of giving clarity to the end of lease provisions for
existing hangar agreements. The board should discuss the manner in which they want to
address this issue.

Review Proposed Five-Year Airport Capital Improvement Plan: Annually, the FAA
and UDOT Aeronautics ask us to review the 5-Year CIP to make sure our priorities align
for development of the airport. In looking at the document, I would recommend that we
request the heliport/helipad project be changed to an apron/ramp expansion project to
square of the area west of the existing fuel farm. FYI, the 2019 project noted as
Rehabilitate Runway is really an Environmental Assessment (EA) for a C2/D2 airport if
the City chooses to modify the existing Airport Layout Plan when the Master Plan is
updated in 2015. The Board should review the document and determine if any changes
should be recommended.

Other Items as Needed:
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HEBER CITY CORPORATION
75 North Main Street
Heber City, Utah
Airport Advisory Board Meeting
August 20, 2014

4:00 p.m. - Regular Meeting

The Airport Advisory Board of Heber City, Wasatch County, Utah, met in Regular Meeting on
August 20, 2014, in the City Council Chambers in Heber City, Utah.

. Call to Order

Others Present: John Manee, ACI, Brian Johnson, Russ Coburn, Earl Polenz, Barry Hancock,
Paul Boyer, Alan Robertson, Nadim AbuHaidar, John Olch, and Ron Blue.

Present: Kari McFee

Jeff Mabbutt

David Hansen

Ron Phillips

Erik Rowland

Heidi Franco
Excused: Mel McQuarrie
Also Present: Mark Anderson

Terry Loboschefsky

Karen Tozier

Vice Chairman Hansen convened the meeting at 4:06 p.m. with a quorum present.
. Minutes for Approval: July 16, 2014 Regular Meeting

2014-07-16 AAB Minutes - Regular Meeting - 4pm - OK3-AIR, 1980 Airport Road Hangar E
Heber City UT

Kari McFee moved to approve the July 16, 2014, Regular Meeting Minutes. Ron Phillips made
the second. Voting Aye: Kari McFee, Jeff Mabbutt, David Hansen, Ron Phillips. Voting Nay:
None. The motion carried.

I11. City Manager's Memo

airboard info memo 082014
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1. Airport Manager Report
3754_001

Terry Loboschefsky reviewed items from his report. He indicated that the FAA is in possession
of the grant for the runway/apron rehabilitation project and that his understanding was once this
has gone through their process the contracts can be let. He noted the logistics of the project will
be discussed later in the meeting.

There was discussion on the FAA District Office's request for a report on the two obstructions
that they have identified which penetrate into the Instrument Approach Procedures (IAP) Visual
20:1, for Runway 4. Loboschefsky indicated that the obstructions were scrub oak. They are
waiting for the district office from Denver regarding this.

2. Presentation and discussion of Armstrong Consultants' recommendations for mitigating
runway closure during construction of Runway and Apron Reconstruction Project

John Manee of Armstrong Consultants updated the Board as to the status of the plans for the
reconstruction project. The grant has now been signed. The work will need to be completed
within 30 days. He indicated there had been some push back from the Contractor to complete
the project within the given 30 day period. Armstrong Consultants is doing their best to reduce
the amount of time the Airport will be closed. Manee specified there are also two sections of the
runway that will need to be completely rebuilt because they are just not strong enough to support
the type of aircraft that we are seeing at the Airport now. He indicated those two sections are
what is pushing the time frame out beyond two weeks. Relocation of the electrical vault is
another of the significant issues related to the time frame. Armstrong Consultants will speak to
the Contractor regarding starting the building for the electrical vault ahead in an attempt to
reduce the 30 day time period. He indicated that right now they are looking at a construction start
date of approximately mid April to early May.

There was discussion on possible operations during the closure. John Manee explained the City
could be at risk for operations taking place during construction with the runway closure; one
exception could be helicopter operations if it is designated that the Airport is open for helicopters
taking off and landing from the apron even though the runway is closed.

There was discussion on noise levels during construction. Council Member Franco asked what
the decibel level is for this type of construction and if there was any type of noise mitigation in
the contract. She was concerned with the homes to the north. John Manee responded to these
questions.

Ron Blue asked if the FBO could operate from a remote location during closure and also asked
why helicopter operations could continue. John Manee answered the question relating to
helicopters and Nadim AbuHaidar answered the question relating to the FBO operating from a
remote location. Nadim AbuHaidar's initial reaction to the question of operating offsite was
probably not.
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Mark Anderson explained that one thing they have been talking to Armstrong Consultants and
the FAA about was there is $100,000 extra in the grant over and above what the identified costs
are and discussed how this could possibly be used.

Anderson indicated there would be some loss of apron and tie downs with this project.

3. Barry Hancock - Request for Specialized Aviation Service Operator (SASO) - Utah
Warbird Adventures

Item 3a Utah Warbird Adventures LLC - SASO Application
Item 3b SASO section of Minimum Standards
Board Member Rowland left the meeting. Barry Hancock addressed the Board.

Board Member Mabbutt asked if this was a different SASO than had already been approved,; this
was a different business. Numerous questions were asked to determine whether the proposed
SASO met the Airport Minimum Standards including plans for tiedowns, parking etc. Barry
Hancock answered the questions. In answer to a particular question Hancock indicated there was
no requirement for them to be on-site as there was no inventory there yet. The business operation
hours were discussed. Hancock noted that winter-time hours would be different. Applicable
insurance standards were reviewed in regard to the proposed business. There did not appear to be
any conflicts with the Minimum Standards.

Kari McFee moved to approve / recommendation to the City Council to approve the SASO
permit for Utah Warbird Adventures. Ron Phillips made the second. Voting Aye: Kari McFee,
Jeff Mabbutt, David Hansen, Ron Phillips. VVoting Nay: None. The motion carried.

4. Nadim AbuHaidar - OK3-Air - FBO Lease Extension and Leasehold Modification
Request

Leasehold Map

Nadim AbuHaidar presented information on the proposal noting that they had changed their
proposal somewhat since the last meeting. Anderson noted that meeting minutes from 2004 had
been provided with the information packet. These minutes had showed the areas that they were
looking to add to the leasehold. There was a suggestion to talk to business owners Dave
Robinson and Barry Hancock regarding how this would affect them.

Board Member Rowland returned to the meeting around 5:06 p.m.

There was discussion and debate over the leasehold which entailed what had occurred in 2004
and whether the leasehold could be cleared up looking at this. There was much discussion on
what had occurred in 2004, what had not been followed through, the fees and taxes paid in
respect to this land even though technically it was not on the map. The survey was not officially
included. Nadim AbuHaidar asked whether the Board would agree to the cleanup of the lease as
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to what the FBO has paid for the last nine years. Nadim AbuHaidar suggested to marry up the
leasehold based on what they (the FBO) were actually using. Surveyors had cleaned this up. The
other side of the coin was that federal, state and city funds were being used to maintain the
FBO's leasehold (the ramp); is the City getting fairly compensated for that? One comment was
there either has to be a new leasehold or addendum that goes along with the drawings.

Board Member Franco indicated she wanted more time to look through the minutes as this was
very different from what the had been previously discussed.

Board Member Phillips thought it was like they were starting from square 1.

There was a question as to whether the FBO had been paying taxes on this. AbuHaidar indicated
the payments had been calculated proportionately and the error was in the City's favor not theirs.

Board Member Hansen noted that if the Airport goes to C2 or D2 category a good portion of the
ramp would not be usable for parking airplanes.

Board Member Phillips indicated there were a few things he’d like to see before they make a
decision such as lease language, addendum language, and staff analysis of whether the leasehold
terms of payment are in line with other airports in the region.

Alan Robertson asked what was wanted as far as comparable data and received input to his
question.

Board Member Mabbutt discussed fuel flowage fees and asked what the percentage was on the
fuel flowage fee; whether it was one percentage point or two percentage points. AbuHaidar noted
the posted retail rate for jet fuel is $6.99. This is less than 1%. Mabbutt indicated he does not see
increasing the fuel flowage fees as a negotiating point to increase the leasehold.

There was lengthy discussion on FBO services, what makes sense for the leasehold to be, what is
the responsibility of the FBO to maintain, and to take into consideration what the FBO has been
using but not paying for. A question was asked as to whether it would make sense to determine
the terms and then sign the leasehold.

Nadim AbuHaidar suggested if the Board has an appetite to do this that they form a committee to
negotiate the terms and come back with recommendations. Board Member Rowland thought they
could find some common ground and that this request had merit.

Kari McFee moved that Mel (McQuarrie) puts a committee together meeting with the FBO to
look at both ends and come up with some ideas to bring back to the Advisory Board. Ron
Phillips made the second. Voting Aye: Kari McFee, Jeff Mabbutt, David Hansen, Ron Phillips.
Voting Nay: None. The motion carried.
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5. Nadim AbuHaidar - OK3-Air - Hangar A Extension Request
hangar A extension request 081314

Airport Hangar Agreement

Lease Rates and Charges Policy

Questions were asked such as how much would the FBO gain by extending the lease two years;
if the Airport does go to CII/DII category it is in the best interest to pay to remove the hangar,
how does going to 3-phase power benefit the City once the City becomes the owner of the
hangar, and what is the rationale to go to 3-phase power? There was discussion on these
questions and on the proposal. Nadim AbuHaidar addressed these questions and he indicated this
was an operational necessity.

Board Member Rowland asked if there was a need to relocate if AbuHaidar would waive the
relocation fees to get this extension? AbuHaidar answered this was the least of his concerns.

Board Member McFee indicated she wanted more information on the benefits and the usage.

Ron Phillips moved to approve, the FBO lease (Hangar A) extension proposal would be
contingent upon whether or not the C-2 / D-2 upgrade was put into effect, so if it was put into
effect there would be no lease extension, if it is not put into effect it would be permitted. Kari
McFee made the second. Voting Aye: Kari McFee, Jeff Mabbutt, David Hansen, Ron Phillips.
Voting Nay: None. The motion carried.

6. Discuss Recommended Details of Non-Reversionary Lease Rates for New Hangar
Agreements

Hangar Ground Lease Agreement

Item 6 and Item 7 were discussed together. Item 7 (end of lease) was discussed first. There was
discussion as to whether the Board should make these decisions or whether a committee should
be formed. Board Member Rowland thought that they would make more headway by focusing
on just one item. Board Member Phillips indicated he thought a committee comprised of hangar
owners could present a conflict of interest. This sparked comments from Paul Boyer who
expressed that he thought this was decided last winter when the Board had voted on having
working groups. His recollection was that the working groups were not making any decisions but
would be making recommendations to the Airport Advisory Board.

There was very brief discussion on Item 6 and Item 7 as the time for the meeting was coming to
a close. Board Member Hansen indicated that he had spoken to Chairman McQuarrie and several
of the hangar owners and they had indicated that they felt the Board was capable of making the
decisions regarding end of lease. This statement prompted discussion in regard to Item 7, hangar
end of lease as to whether a committee should be formed.
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Paul Boyer discussed why Hangar Row was a special consideration and was different. He
commented that it had been his recollection the Board had decided last winter to form a
committee to make recommendation to the Board on this issue. The committee would present
their findings to the Airport Board; the committee would not be making decisions. Boyer
indicated that the petition from the hangar owners they had supplied was a result of this
discussion last winter. Mark Anderson replied that there had been discussion on this topic but
there are also been some hesitation from the Board to form the committee saying maybe we
ought to just retain this as the Airport Board.

AbuHaidar commented on conflict of interest with Board Members if they were hangar owners.
There was brief discussion following as to whether or not to form a committee.

There was brief discussion of non-reversionary lease rates for new hangar agreements (ltem 6).
Market rate, the FAA requirement of reasonable lease rates, the locations that are currently
available for hangar pads, and architectural details of the building standards were discussed.
Anderson indicated the architectural details are missing on the building standards.

A comment was made that Karen Tozier should distribute the information that Terry
Loboschefsky has put together regarding comparable lease rates at other airports.

Kari McFee moved to continue / that Item 6 and 7 will be continued on next month's discussions.
Jeff Mabbutt made the second. Voting Aye: Kari McFee, Jeff Mabbutt, David Hansen, Ron
Phillips. Voting Nay: None. The motion carried.

7. Discuss existing Hangar end of lease extension agreements and process by which a
hangar can be transferred.

8-12-2014 Email with attachments from Paul Boyer

Item 7, discussion of existing hangar end of lease extension agreements, had been discussed
previously with Item 6.

8. Other Items as Needed
There were no other items discussed.

Board Member McFee moved to adjourn the meeting for tonight. Ron Phillips made the second
and the meeting adjourned.

Karen Tozier, Airport Advisory Board Secretary
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Heber City Airport - Russ McDonald Field

Airport Manager’s Report
August 2014

Existing Grants/Projects

The FAA’s grant for the runway/apron rehabilitation project, AIP3-49-0011-026-2014, has been
approved by Heber City. Utah’s Dept of Transportation’s (UDOT) grant for the State’s
participation portion is in-process of being approved by Heber City ($181,605). The construction
contract has been awarded to Geneva Rock Products. Armstrong Consultants (ACI) is
committed to keeping an active dialogue of the logistical details of construction (i.e. start
dates/schedules, runway closures/opening coordination, etc.).

Airport Condition

Landscaping project at airport entrance/OK3Air has been completed

Runway lights are operational

AWOS is operational — new maintenance contract with Vaisala has been issued
Taxiway lights, other than those previously identified, are operational
Segmented circle — repainting of structures to be done hopefully as a volunteer project.
PAPI Lights operational

Rotating beacon operational

Windsock & lights operational

Mowing operations are continual — to date, over 70 hours

Utah Airport Operators Association (UAOA) will hold its fall, two day conference
September 11-12 in Spanish Fork. Airport Manager will attend.

O 0O O 0O OO0 OO0 OO0

Discussion Topics

The FAA Airport District Office has identified 2 obstructions penetrating into the Instrument
Approach Procedures (IAP) Visual 20:1, for runway 4. The two “trees” identified as obstacles
are actually scrub oak, located on a ridgeline adjoining a higher ridge. The response to the
Western Service Center (FAA) was that we considered these “trees” as invalid obstacles.
Our opinion was that the ridge itself is most likely the obstacle penetrating into the 20:1
visual approach path for RW4. We elected not to pursue mitigating the issue and accepted
the changes as outlined in the currently filed NOTAM (IFDC 4/5860). The result should be
very subtle change in the text of the night IAP and not affect airport operations.

A “continuation “of the landscaping extending to the SRE building, might be considered as a
future budget item.

A formal noise complaint form has been placed on the Russ McDonald Airfield‘s website.
Links to this website are now on Heber City’s website. Anyone wishing to make a noise
complaint can reference this website and furnish details. The Airport Manager will be notified
of any complaint submissions and determine the course of action. Funding for this effort was
provided by OK3AIr.

9/8/2014



Hangar A Extension Request

OK3 AIR
1980 Airport Rd.
Heber City, UT 84032

Date:

August 20, 2014

Basis for request:

OK3 is a certified Pilatus service center and has become a trusted provider to many PC-12
owners. The company also repairs and maintains a number of other turbine and piston
aircraft models as well. Due to an increase in the current volume of aircraft maintenance
and repair service performed and expectations of future trend growth it is necessary at this
time to make a long time needed capital expenditure. To assure efficient delivery of
service, OK3 needs to install so-called “three phase” power. This is essentially an upgraded
power supply and the standard in powering large motors and other heavy loads. Most
households use single phase by comparison. This upgrade is expected to cost around
$20,000.

Rationale for lease extension:

1. OK3 believes this capital expenditure should qualify as due consideration for an
extension of lease term. The revamp of the power distribution throughout the hangar
increases hangar value.

2. The city’s consultants have provided a formula for translating qualified expenditures
into additional lease term. This formula is included in the pending “Lease/Rates and
Charges Policy”. For a Hangar with 8,000+ square feet $13,750 equates to one year. In
this case we request the expenditure equate to two years as rounded.

3. OK3 recognizes that the pending “Lease rates and charges policy” is still up for debate.
However, this relatively straightforward guidance for calculating the value of facility
upgrades is logical and fair. Accordingly, we request that this proposal be evaluated on
those grounds.



AIRPORT HANGAR AGREEMENT

THIS AGREEMENT made this__/ | day ot~/ .
| o L. ML)

19—% , by and between HEBER CITY as Owner and

as the Tenant,

WITNESSETH:

WHEREAS, the Tenant is desirous of leasing land that has a private hangar located upon
the property of Heber City, and
WHEREAS, Heber City is willing, subject 1o the terms and conditions contained herein, to
permit the same.

NOW, THEREFORE, THE PARTIES MUTUALLY AGREE AS FOLLOWS:

{1} If a private hangar is to be constructed by Tenant, Tenant shall submit plans and
specifications to the Owner for prior approval which‘ plans must meet the arbitrary
standards of attractiveness and safety of the Owner.

(2)  All construction or improvements on the site leased must be approved in writing
by Heber City.

{3) Tenant agrees to pay all property taxes assessed upon said hangar and Tenant
shall be responsible for obtaining any utilities used in connection with the hangar.

(4)  This agreement shall be binding for a term of Zv LiE T
4

vears and at the expiration thereof all facilities shall remain with the property and become
the property of Heber City. Effective date on receipt of occupancy permit.
{5) Tenant agrees to pay an annual rental for said premises in the amount of

. /l/ e lq
7W9 .%A/,é’//j’f/ g % £ () ,%(/ £ per year

payable in advance.

(6) Tenant understands and agrees to be responsible for any and all loss as a result of
fire, theft, vandalism or other destruction and it waivers any and all claims for damages

therefrom against Heber City.



{7) Tenant agrees to be responsible for any and ail damages caused in the use of said
premises by the Tenant, Tenant’s agents, guests, invitees or others, and Tenant shall
defend any and all claims filed against Heber City and Tenant shall hold Heber City harmless
therefrom.

(8) Tenant agrees to comply with all airport regulations now in existence or
hereinafter adopted whether they be state, federal or local.

{9) Tenant agrees that the use of said premises is not to interfere with the use of the
airport facilities by the flying public.

{10} Tenant is to keep front and rear of hangar unit clear of weeds and debris, No
personal property shall be stored on the outside of the hangar.

{11} The Tenant shall use the hangar only for storage and service of aircraft and/or
aviation-related items.

{12) Tenant shall be responsibie for the upkeep and maintenance of the unit leased,
including, but not limited to all exterior and interior surfaces, plumbing, electrical wiring,
concrete, doors, etc. The exterior shall not be altered without the written permission of
Heber City. All painted surfaces shall be kept painted and repainting shall be done as
necessary in order to preserve an attractive, weli-maintained appearance.

{13} Tenants may associate with other tenants for the maintenance and bettermant of
the building exterior and to formulate rules and regulations for the operation of the hangars,
but may not change the minimum terms and standards herein set forth without the written
consent of Heber City Corporation.

{14) Tenant shall not maintain any nuisance on tﬁe premises and shall not allow any
excessive or unreasonable noise, odor, or visually obnoxious condition to occur on the
premisas or within the hangar.

(15) Heber City and Tenant each agree that should they defauit in any of the covenants
or agreements contained herein, that the defaulting party shall pay all costs and expenses,

including a reasonable attorney’s fee, which may arise from enforcing this Agreement.



{16) In the event Tenant abandons the hangar or premises, or does not actively use
the same for a period of more than one year, or should Tenant fail to pay the rent when
due or within sixty (60} days of when written notice of said delinquency is mailed to the
Tenant to the following address or such other address as the Tenant has substituted by
giving Wriﬁen notice to Heber City, then the lease shall terminate and the hangar and
improvements on said property shail become the property of Heber City. The address of

Tenant to which notice is to be sent is the following: '
Lo Bix 450740
fuie ey, Lt 54060

The parcel and/or hangar cavered by this lease agreement is focated at the Heber City

Airport and is more particularly described as follows:

Praufe A

{17) This contract cannot be assigned without the written consent of Heber City,
which consent is not to be unreasonably withheld. A 19% TRANSFER FEE OR ONE
HUNDRED DOLLARS ($100.00} which ever is more will be paid based on current assessors
valuation at time of transfer of Contract, or Sale of Hangar.

(18) I at the end of the term of this lease Heber City should etect to continue to lease
the premises, then the Tenant shall have a first right 6f refusal.

(19) Heber City reserves the right to terminate this lease upon giving four months
written notice if the city has a need for the property for public purposes. In the event of a
termination under this paragraph, the City must compensate the Tenant for the original cost

of the improvement, the hangar, less depreciation based on straight line depreciation thirty



vears life expectancy. Or, the City may elect to take the Tenant's lease interest and

interest in the hangar by use of its power of eminent domain.

SN AT ,

ira
WITNESS the hands of the parties hereto this_Z__ day of

1876

HEBER CITY:

Attest: Tenant
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Addendum to Amended 1996 Airport Hangar Agreement (Hangar “A”)

This ADDENDUM AGREEMENT (“Addendum”) to the original 1996 AIRPORT HANGAR AGREEMENT,
dated the 1* day of January, 1996 (“the 1996 Agreement”) , is made this XXX day of September, 2014,
between HEBER CITY, herein called City or Heber City, and OK3Air herein called the FBO.

Recitals

A. Heber City owns and operates the Heber City Airport (“Airport”) located in Wasatch County,
State of Utah.

B. The Airport Board acts as a recommending body to the Heber City Council.

C. The Heber City Council administers aspects of the operation of the Airport, and has authority to
enter into and amend agreements affiliated with the Airport, and has the authority to enter into
and amend agreements affiliated with the Airport and the Fixed-Base Operator (“FBO”).

D. The Airport Board recommends as an addendum to the 1996 Agreement, the following
additional provisions. pursuant to the mutual considerations, herein acknowledged and
accepted by the Parties, it is hereby mutually agreed as follows:

1. The FBO intends to make an estimated $20,000 investment to install three phase power in
Hangar A.

2. The Parties agree to extend the duration of the 1996 Agreement, and the subsequent
Assignments of January 1, 1996, an additional period consistent with the Hangar Lease
Rates and Charges Policy, not to exceed 1 1/2 years.

3. Itis understood and agreed that certain conditions and provisions of the 1996 Agreement
are amended as follows, to wit;

In consideration of described capital improvement to Hangar A, Heber City agrees to
grant a XX year extension to the current 30 year reversionary lease agreement. This

extension is based on the City’s “Lease/Rates and Charges Policy”. However, if there

is not substantial completion of the “improvement “by the 1st day of January, 2015,

then the term and the terms and provisions of the previous Amended Agreement of

January 1, 1996, shall be controlling.

Under no conditions, shall the lessee be granted compensation for the electrical
improvements or the XX year additional lease extension period in the event of the
termination of the lease under paragraph 19 of the January 1, 1996 agreement due
to the Airport changing to a C2/D2 category airport.



Any and all other provisions of the 1996 Agreement, and subsequent Assignments not
modified by this agreement, remain binding upon all Parties and of full force and effect,
and shall continue until said XXXXXXX X, 20XX termination date. Upon said date, these
terms and all other terms of the 1996 Agreement and assignments shall terminate, unless

otherwise provided in the 1996 Agreement or agreed or modified in writing between
Parties.



Heber City Airport/Russ McDonald Field

Lease/Rates and Charges Policy

Final Report

March 6, 2014
Prepared by Jviation Inec.
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1.

INTRODUCTION

1.1. Statement of Policy

1.1.1.

1.1.2.

1.L.3.

This Leasing Policy (Policy} for Heber City Municipal — Russ McDonald Field is
intended to provide guidance and parameters for leasing Airport property and be a guide
for City staff on Airport leasing issues. Leasing issues may include establishing and
adjusting rents, fees, and other charges associated with occupancy and use. In addition,
this Policy is intended to provide potential and cutrent tenants and businesses an
understanding of the policies and processes used for Airport Leases.

Entities wishing to occupy or use Airport land and/or improvements at the Airport shall
be given a reasonable opportunity to compete, without unjust discrimination, for the
occupancy or use of available land or improvements subject to the stipulations specified
within this Policy.

No entity shall occupy or use Airport land and/or improvements at the Airport, or
conduct a Commercial Aeronautical Activity, unless the entity has been authorized by the
City for such occupancy, use, or activity.

1.2. Definitions

1.2.1.

The following words, terms and phrases, when used in this Policy, shall have the
meanings ascribed to them in this section, except when the context clearly indicates a
different meaning;

Aeronautical - anything which involves, makes possible, or is required for the flight of
aircraft, or the storage or presence of aircraft on the airport, or which contributes to, or is
required for the safety of aircraft in flight.

Aeronautical Activity - any activity that involves, makes possible, or is required for the
operation of aircraft or that contributes to or is required for the safety of such operations,
Activities within this definition, commonly conducted on airports, include, but are not
limited to, the following: general and corporate aviation, air taxi and charter operations,
pilot training, aircraft rental and sightseeing, aerial photography, crop dusting, aerial
advertising and surveying, aircraft sales and service, aircraft storage, sale of aviation
petroleum products, repair and maintenance of aircraft, sale of aircraft parts, parachute or
ultralight activities, and any other activities that, because of their direct relationship to the
operation of aircraft, can appropriately be regarded as acronautical activities.

Agreement — An arrangement between two or more parties

Aircraft - a device that is used, or intended to be used, for flight in the air and subject to
regulation by the Federal Aviation Administration.
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Lease/Rates and Charges Policy



Airport - Heber City Municipal - Russ McDonald Field and all of the property,
buildings, facilities and improvements within boundaries of the Airport as depicted in
Exhibit A in the Airport Layout Plan.

Airport Layout Plan (ALP) - The FAA and City-approved layout of the airport
property, indicating current and proposed usage for each identifiable segment, as may be
amended from time to time.

Board — The Heber City Airport Advisory Board (HCAAB)

City — Heber City, Utah

Commercial Aeronautical Activity - the conduct of any aspect of a business,
concession, operation, or agency in order to provide goods and services to any person for
compensation, consideration or hire. An activity is considered a commercial activity
regardless of whether the business is non-profit, charitable, or tax-exempt.

Commercial Tenant - a person, fixed base operator, firm, corporation or other entity,
meeting the Airport’s “Minimum Standards”, having been approved by the City to
conduct commercial aeronautical services or activities at the Airport for compensation or
hire.

Exclusive Right — a right reserved exclusively by a particular person or group.

Fair Market Value — The amount in the competitive market a well-informed and
willing lessor, who desires but is not required to lease, would accept and which a well-
informed lessee, who desires but is not required to lease, would pay for the use of airport
property, after due consideration of all the elements reasonably affecting value.

Independent Operator — A person or entity that conducts Aeronautical Activities,
retaining total and free control over the means or methods used in conducting activities
on the Airport but is based on land either adjacent to and/or located other than on the
Airport, and whereby such land is not part of the Airport. This type of operator is not
authorized to provide services at the Airport,

Lessee - any person or entity with a lease to occupy space at the Airport.

Minimum Standards - the qualifications or criteria, which have been established by
the Airport owner as the minimum requirements that shall be met by all businesses
offering commercial acronautical activities and for the right to conduct those activities.

Non-Reversionary Lease - a lease wherein the ownership of improvements made by the
tenant are retained by the tenant at the end of the lease period.

Operator - any individual, firm, partnership, corporation (including registered non- profit
corporations), company, association, joint-stock association, or governmental entity which
is engaged in the sale of products and/or services on the Airport.
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Person - any individual, firm, partnership, corporation (including registered non- profit
corporations), company, association, joint-stock association, or governmental entity. It
includes a trustee, receiver, assignee, employee, agent, or similar representative of any of
them.

Reversionary Lease - a lease which contains a provision which states all structures and
improvements made by the tenant on the leased property shall pass title and ownership to the
lessor at the end of the lease period.

Rules and Regulations — the stipulations specified in this Policy and other airport guiding
documents that relate to the occupancy or use of the operations, land and/or improvements
at the Airport.

Specialized Aviation Service Operation (SASO) — a single-service provider or special
Fixed Based Operator (FBO) performing less than full services. Typically only one
service is offered such as aircraft sales, flight training, aircraft maintenance, or avionics
services.

Sub lessee - any person with a sublease to occupy space at the Airport.
Tenant — a person or entity occupying Airport leased land or property.

Through-The-Fence Operation (TTF) — through-the-fence operations are those
activities permitted by an airport sponsor through an agreement that gives access to the
public landing area by independent entities or operators offering an aeronautical activity
or to owners of aircraft based on land adjacent to, but not a part of, airport property. The
obligation to make an airport available for the use and benefit of the public does not
impose any requirement for the Airport Sponsor to permit ground access by aircraft from
adjacent property. I'TF operations are not authorized at the Airport.

1.3. Existing Agreements

1.3.1.

If there are any inconsistencies between the Heber City Municipal - Russ McDonald
Field’s Leasing Policy and existing property leases, the existing lease shall prevail. New
leases issued or extensions granted to existing leases should be treated uniformly and
follow the guidance outlined in this Policy.

1.4. Rights Reserved

1.4.1. The Airport Advisory Board reserves the right to revise, adjust, or otherwise modify this
Policy to reflect changes in the legal, economic, and operational environment of the
Airport’s or City’s operational requirements.
W AVETANE [mi\\ FINAL 2/12/14
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2. APPLICATION REQUIREMENTS

2.1. Application

2.1.1.

2.1.2.

2.1.3.

Any person or entity desiring to occupy or use land and/or improvements at the Airport
through an Agreement with Heber City Corporation shall submit a written application to
the Airport Manager.

The Applicant shall submit a completed application to include all information requested
on the application form and, if requested by the City, shall submit any additional related
information to properly evaluate the application.

A transfer fee shall be submitted with an application on a reassignment of a lease or a
majority change of ownership of a hangar. A 1% transfer fee based upon the taxable
value of the hangar or $100.00, whichever is greater, shall be paid to the City.

2.1.3.1. The sale of a new hanger is not subject to the transfer fee.

2.2. Approval Process

2.2.1.

2.2.2,

A complete application and all accompanying and requested information shall be
submitted to the Airport Manager for review. If the Applicant is changing the use of a
hangar or desires to conduct a commercial venture the application will go before the
Airport Advisory Board for review. The Airport Advisory Board will determine if the
Commercial operator meets the Airport’s Minimum Standards. After the Airport
Advisory Board approves the Commercial Tenant, the Board will submit the application
to the City Council for approval.

2.2.1.1. The Airport Manager has the authority to approve non-commercial applications
which involve the sale and/or transfer of hangar ownership.

2.2.1.2. Incomplete applications that do not provide adequate information to make a
knowledgeable assessment shall be rejected.

2.2.1.3. Applications that do not comply with this Policy and other City guiding
documents shall be rejected.

2.2.1.4. Applications that are inconsistent with the Master Plan, the Airport Layout Plan,
other plans associated with the Airport, and/or are deemed not in the best
interest of the Airport shall be rejected.

2.2.1.5. If two qualified Applicants submit an application for the same land and/or
improvement, the Airport Advisory Board shall determine whether to negotiate
with both entities or issue an RFP. The competitive RFP process is described in
this Policy under Section 2.3 and shall be followed.

Within 60 days of receiving the application, the Airport Manager shall notify the
Applicant of the status of the application. If the application was approved, the Airport
Manager shall provide the terms and conditions for occupancy or use of the land and/or
improvements at the Airport. If the application was denied, the Airport Advisory Board
shall provide reasons for the denial.
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2.2.3. Within 30 days of receiving notification of the application status, the application shail
indicate if the terms and conditions provided by the Airport Advisory Board are
acceptable to the Applicant.

2.2.4. [fthe Applicant finds the terms and conditions unacceptable, the Applicant shall present
terms and conditions acceptable to the Applicant to the Airport Advisory Board.

2.2.4.1. Ifthe Airport Advisory Board and the Applicant are unable to reach an
agreement by negotiation, the City shall not be obligated to lease airport land
and/or improvements to the Applicant.

2.2.5. Once an agreement has been made between the Airport Advisory Board and the
Applicant regarding the terms and conditions of the Agreement, the Applicant shall pay
an carnest money deposit in the amount of ten percent (10%) of the total annual rents,
fees, and other charges proposed to the City and submit a letter of acceptance of the terms
and conditions of the Agreement. The letter shall be submitted to the City within 30 days
of reaching an agreement.

2.2.5.1. The terms and conditions should address, but not be limited to, the identification
of the land and/or improvements to be leased or developed, the proposed
investment, the length of the term, and the rents, fees, and other charges that
shall be paid.

2.2,5.2, Once the earnest money deposit and written letter of acceptance have been
accepted by the City, the same land and/or improvements may not be negotiated
with any other party, nor can a Request for Proposal (RFP) be issued.

2.2.6. Upon receiving the letter of acceptance from the Applicant, the City shall prepare the
leasing documents and send them to the Applicant for review.

2.2.7. Ifthe Lease Agreement is not signed and returned to the City within 45 days of being
issued, the earnest money shall be returned to the Applicant and the application and
written agreement shall be null and void.

2.3. Competitive Proposal Process

2.3.1.  The Airport Advisory Board may issue a Request for Proposal (RFP) seeking competitive
proposals for entities who wish to occupy or use available land or improvements.

2.3.2. Ifan RFP is issued, the Airport Advisory Board shall advertise the opportunity in local
and industry publications in accordance with established practices and legal
requirements. The advertisement shall:

2.3.2.1. Provide a description of the land and/or improvements that are available for use
and the products, services, and/or facilities that are required, permitted, and/or
desired.

2.3.2.2. Indicate if the proposals will be evaluated on qualifications.
2.3.2.3. Provide instructions for obtaining the RFP document.

2.3.2.4. Identify the date, time, and place for submitting sealed proposals.

AV 7N {mi] FINAL 2/12/14 5
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233,

2.3.4.

2.3.5.

2.3.2.5. State the Airport Advisory Board’s right to reject any and all proposals.

The Airport Advisory Board may also, but is not obligated to, mail the RFP directly to
parties that have expressed interest, may be interested, or that the Airport Advisory Board
may wish £o atiract.

The RFP documents shall (as appropriate):

2.3.4.1. Provide a summary of the Airport, the market, and the opportunity (products,
services, and/or facilities required and/or desired);

2.3.4.2. ldentify the location of the land and/or improvements;
2.3.4.3. Define the time frame for occupancy or use of the land and/or improvements;

2.3.4.4. Outline the submission and selection process, proposer’s responsibilities, and
schedule for the process;

2.3.4.5. Provide instructions regarding the content and format of the proposal;
2.3.4.6. Provide all required forms, statements, and affidavits;
2.3.4.7. Provide a draft of the Agresment;

2.3.4.8. Indicate the evaluation and/or selection criteria that will be utilized by the
Airport Advisory Board;

2.3.4.9. Indicate if proposals will be evaluated based upon the qualifications and
experience of the proposer and the proposed products, services, and/or facilities;

2.3.4.10. Indicate that the proposer’s financial plan including all proposed rents, fees, or
other charges shall be provided to the Airport Advisory Board under separate
cover;

2.3.4.11. ldentify the base rent for the land and/or improvements;

2.3.4.12. Identify the fees and charges for engaging in Aeronautical Activities at the
Airport;

2.3.4.13. [dentify the grounds for denial or disqualification and withdrawal,
2.3.4.14. Indicate the place, date, and time for submission of proposals;
2.3.4.15. Indicate the place, date, and time the pre-proposal conference will be heid;

2.3.4.16. Require that a proposal bond or guarantee in the amount equal to ten percent
(10%) of the total rents, fees, or other charges proposed to be paid to the City in
the first year of the proposed Agreement be submitted with the proposal.

2.3.4.17. Require the prospective Proposer complete all proposal forms, statements, and
affidavits.

The RFP process, procedures, and requirements shall be discussed at the pre-proposal
conference and potential Proposer shall be given the opportunity to ask questions and
express concerns to the Airport Advisory Board.

2.3.5.1. The RFP document shall be available to potential Proposers at least two weeks
prior to the date of the pre-proposal conference.
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2.3.6.

2.3.7.

2.3.8.

2.3.9.

2.3.10.

2.3.5.2. Questions and answers exchanged during the pre-proposal conference shall be
documented and distributed to all entities that have received an RFP.

The Airport Advisory Board will receive and open the proposals at the designated place,
date, and time.

2,3.6.1. The contents of the proposal will be protected.

2.3.6.2. Proposals received after the advertised deadline will not be considered and will
be returned unopened.

The Airport Advisory Board will then review, evaluate, and rank the proposals.

2.3.7.1. The Airport Advisory Board may require interviews with prospective Parties.

The Airport Advisory Board has the right to reject and all proposals, to advertise for new
proposals, and to modify the proposal process.

2.3.8.1. The Airport Advisory Board shall be under no obligation to make any award or
to make an award to the proposer specifying the highest compensation to the
Airport Advisory Board.

Upon completion of the review and evaluation of the proposals, the Airport Advisory
Board shall select the proposal that best suits the desires of the Airport Advisory Board.
The Airport Advisory Board will then negotiate the Agreement with the selected potential
Proposer utilizing the process beginning in Section 2.3 of this Policy. If an Agreement
cannot be reached, in the sole discretion of the Airport Advisory Board, the Airport
Advisory Board may negotiate with any other prospected Proposer or reject all proposals.

The Airport Advisory Board will recommend to the City Council the selected potential
Proposer. The City Council will vote to accept or reject the agreement with the Proposer.

2.4. Grounds for Denial

2.4.1.

The Airport Advisory Board may reject any application or proposal for any one or more
of the following reasons:

2.4.1.1. The entity, for any reason, does not meet the qualifications and requirements set
forth by the Airport Advisory Board.

2.4.1.2. The entity’s proposed activities and/or improvements will create a safety hazard
at the Airport.

2.4.1.3. The Airport Advisory Board would be required to expend funds and/or materials
in connection with the proposed activities and/or improvements that the Board is
unwilling or unable to spend and/or will result in a financial hardship or loss for
the Airport.

2.4.1.4. Appropriate, adequate, or available land and/or improvements are not available
to accommodate the proposed activity nor is availability expected in a
reasonable time frame.
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2.4.1.5. The proposed activity and/or improvements do not comply with the most recent
Airport Master Plan or Airport Layout Plan in effect at that time will be in effect
within the time frame proposed by the Applicant.

2.4.1.6. The development or use of the land will result in congestion of aircraft, interfere
with activities of an existing Operator on the Airport (as found by the Board)
and/or prevent adequate access to the leased premises of an existing lessee.

2.4.1.7. The entity has intentionally or unintentionally withheld information in the
application, proposal, and/or in supporting documentation.

2.4.1.8. The entity did not make full disclosure in the application, proposal, and/or in
supporting documentation.

2.4.1.9. The entity or an officer, director, agent, representative, shareholder, or employee
of the entity has a record of viclating the regulations of Heber City, the Airport,
or any other airport, the FAA, or any other regulation related to the Airport
and/or the entity’s proposed activity.

2.4.1.10. The entity or an officer, director, agent, representative, shareholder, or employee
of the entity has defaulted on any agreement or sublease at the Airport or at any
other airport.

2.4.1.11. The entity has failed to demonstrate adequate financial responsibility or the
ability to undertake the proposed activity.

2.4.1.12. The entity cannot provide adequate applicable insurance or performance bond
for the amounts required by Heber City for the proposed activity.

2.4.1.13. The entity, officer, director or Applicant has been convicted of a felony.
2.4.1.14. The entity’s proposed activity is or could be detrimental to the Airport.

2.4.1.15. The entity desires terms and conditions that are inconsistent with the Airport’s
policies or Request for Proposal issued by the Airport Advisory Board.

2.4.1.16. The entity’s proposed activity or use of the land and/or improvements is
inconsistent with the Airport’s purpose, vision, values, goals, or objectives.

2.5. Demonstrating Immediate Need

2.5.1.

Entities seeking to occupy or use land and/or improvements at the Airport must
demonstrate that the entire land and/or improvements will be utilized immediately.

2.6. Public Disclosure

2.6.1.  Applicants should be aware that Heber City, as a government entity, is subject to Utah
Code, Title 63G, Chapter 2 (Government Record Access and Management Act), which
allows the public to examine documents and observe public meetings of a government
agency.
SNATION FINAL 2/12/14
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3. AGREEMENTS

3.1, General

3.1.1. A Party, prior to occupying or using land and/or improvements, is required to enter into
an Agreement with the Airport Advisory Board reciting the terms and conditions under
which the Party shall occupy or use the land and/or improvements at the Airport.

3.1.2.  This Policy does not include every provision included in the Agreement nor are the
provisions included in the Agreement meant to modify this Policy.

3.1.3. This Agreement shall convey one or more of the following activities: (1) use of the
Airport in common with others in agreement to do so; (2) occupancy and/or exclusive use
of designated land and/or improvements at the Airport; and/or (3) opportunity to provide
products, services, and/or facilities at the Airport.

3.2. Use of Leased Premises

3.2.1.Aeronautical Use (Commercial)

3.2.1.1. The Agreement will specify the aviation products, services, and facilities that
shall be provided by the Operator (with and without Airport Advisory Board
permission). The products, services, and facilities to be provided by the
Operator shall meet the requirements defined in the Minimum Standards.
Failure to meet the Minimum Standards and obtain a permit from Heber City
before providing additional products, services, and/or facilities shall be
considered a breach to the Agreement.

3.2.2.Aeronautical Use (Non-Commercial)

3.2.2.1. The Agreement shall state premises leased by non-commercial operators shall
not use Airport land and/or improvements for commercial activities. Non-
Commercial leaseholders who engage in Commercial Acronautical Activities
shall be considered in breach of the Agreement.

3.2.3.Non-Aeronautical Use

3.2.3.1. Although not generally favored, non-aeronautical use of land and/or
improvements that does not interfere with the primary aviation use of such land
and/or improvements is permitted if the Airport Advisory Board finds the use to
be beneficial to the development of the Airport.

3.2.3.1.1. If non-aeronautical use of the land and/or improvements is proposed,
the Airport Advisory Board must determine that the land and/or
improvements will not be needed for acronautical activities and/or
development, during the term of the proposed Agreement,

3.2.3.1.2. The use of Airport land and/or improvements for non-aeronautical
activities shall be subject to the prior written approval of the FAA.

3.2.3.1.3. A non-acronautical lease shall not exceed a term of five years.
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3.2.4. Restrictions
3.2.4.1.

3.3, Subleasing

Airport land and/or improvements shall not be occupied or used for any
purpose contrary to: (1) the best interest of the Airport; (2) the safe, effective
operation of the Airport, to include the health, safety and general welfare of
the public, aircraft, and other personal property at the Airport; (3) the
financial self-sufficiency of the Airport; (4) future Airport development; and
(5) Federal Aviation Administration’s Grant Assurances.

3.3.1.Subleasing Privileges Permitted in the Commercial Lease Agreement

3.3.1.1.

3.3.1.2.

An Operator may enter into an Agreement with the Airport Advisory Board
allowing subleasing of space for Airport parking (tie-down and/or hangar space)
and/or subleasing of office, shop, or other designated areas subject to prior
written approval of the Airport Advisory Board.

If the Airport Advisory Board permits subleasing in the Agreement with the
Operator, an approved sublease form consistent with the Agreement between the
Operator and the Airport Advisory Board may be used by the Operator to assist
in the consent process.

3.3.1.2.1. The sublease shall be submitted to the Airport Advisory Board for
review and approval.

3.3.1.2.2. The Qperator shzll not be required to pay Heber City any portion of
revenue or profit related to subleasing activities.

3.3.1.2.3. The sublease agreement must be submitted to the Airport Advisory
Board for review and approval within 10 business days of execution
of Sublessee. Sublease business terms shall be submitted with the
sublease agreement to the Airport Advisory Board.

3.3.1.2.4. Sublessee may not occupy the premises without Airport Advisory
Board approval of sublease agreement.

3.3.2.Subleasing Privileges Not Permitted in the Commercial Lease Agreement

3.3.2.1.

3.3.2.2.

SNUATION

If subleasing is not permitted in the Agreement between the Operator and the
Airport Advisory Board, the Operator must obtain written approval of the
Airport Advisory Board prior to subleasing any land and/or improvements. Any
activity inconsistent with the Airport Master Plan, Airport Layout Plan, and
other plans associatcd with the Airport, and/or is considered to not be in the best
interest of the Airport will not be approved by the Airport Advisory Board.

The sublease agreement shall be submitted to the Airport Advisory Board for
review and approval. The sublease may be rejected for any of the reasons
identified in Section 2.4 (Grounds for Denial).
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3.3.2.3. If an Operator subleases without advance written approval of the Airport
Advisory Board, the Operator shall pay Heber City fifty percent (50%) of the
sublease revenue in addition to all rents and fees paid to the City for the same
subleased land and/or improvements.

3.3.2.3.1. The Airport Advisory Board may audit the Operator’s financial
records to determine the amount that shall be paid to the City.

3.3.2.4. The Operator shall reimburse the Airport Advisory Board for reasonable
attorney’s fees and expenses incurred by the Airport Advisory Board related to
subleasing that is not permitted by the Agreement.

3.3.2.5. A sublessee may not occupy the premises without prior written approval by the
Airport Advisory Board.

3.3.3.Sublessee Obligations

3.3.3.1. Sublessee shall comply with all regulations defined in this Policy and all other
directives issued by Heber City; maintain all required insurances and coverages
as defined in the Minimum Standards; and pay all required fees.

3.3.3.2. A sublessee desiring to engage in Commercial Aeronautical Activities at the
Airport must obtain 2 Commercial Activity Permit, as outlined in the Airport’s
Minimum Standards, prior to any Commercial Activities.

3.3.4.Sublessee Stipulations

3.3.4.1. Unless stated otherwise, all sublease agreements shall be subject to all terms and
conditions of the Agreement between the Operator and the Airport Advisory
Board.

3.3.4.2. Subleasing land and/or improvements without written approval by the Airport
Advisory Board shall be considered a breach in the Agreement between the
Operator and the Airport Advisory Board.

3.3.4.3. Any sublease agreement made contrary to this Policy and without written
approval by the Airport Advisory Board is considered null and void.

3.3.4.4. Sublease of land and/or an improvement for non-aeronautical activities is
subject to prior written approval of the FAA.

3.4. Transfer of Interest

3.4.1. Assignment

3.4.1.1. A Party shall not assign an Agreement, any part or interest of an Agreement, or
any rights or obligations the Party has under an Agreement without prior written
approval by the Airport Manager.

3.4.1.1.1. If a Party desires such an assignment, the Party shall make
application as identified in Section 2 and request written approval
from the Airport Manager.

3.4.1.1.2. The City may deny such request for any reason identified in Section
2.4 (Grounds for Denial).
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3.4.1.1.3. If written approval of the assignment is granted by the City the Party
shall reimburse all attorney fees and expenses incurred by the City
related to the assignment.

3.4.1.1.4, The Assignee shall comply with all regulations defined in this Policy
and all other directives issued by Heber City; maintain all required
insurances and coverages as defined in the Minimum Standards; and
pay all required fees.

3.4.1.2. Any assignment made without prior written approval by the City shall be
considered null and void and a breach to the Agreement.

3.4.2.Change in Majority Ownership

3.4.2.1. The City shall provide prior written approval to any change in the majority
ownership of a Party or operating entity.

3.4.2.1.1. If any Party desires to change the majority ownership of the
operating entity, an application and transfer fee must be submitted to
the City.

3.4.2.1.2. The City may deny such request for any reason identified in Section
2.4 (Grounds for Denial).

3.4.2.1.3. If written approval of the change in majority ownership is granted by

the City, the Party shall reimburse all attorney fees and expenses
incurred by the City related to the change in majority ownership.

3.4.2.2. Any change in majority ownership made without prior written approval by the
City shall be considered null and void and a breach to the Agreement.

3.5. Term

3.5.1.Initial Lease Term

3s5.1.1. The initial term of all Agreements shall be for no less than twenty (20) years
unless otherwise recommended by the Airport Advisory Board and approved
by the City Council.

3.5.2.Lease Type
3.5.2.1. Leases to be offered for new hangar construction are to be non-reversionary.

3.5.3.City Obligations

3.5.3.1.  The City is not obligated to automatically grant a term of any duration once
the initial term has expired.

3.5.4.Lease Extension

3.5.4.1. The term of the Agreements may be extended twice for five (5) years if the land
is not needed for airport development and if the premises are structurally sound
and capable of safe and legal occupancy for the remaining term.
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3.5.4.2. Any renewal options related to a lease shall be subject to the same conditions set
forth in the original base term. The City maintains the right to adjust any and all
rates and charges in effect at the commencement of each lease extension.

3.5.5.Investment Term Adjustment

3.5.5.1. Heber City encourages tenant construction as a component of facility
development. When a tenant makes approved capital improvements to the
facility which increases structural integrity or the facility’s market value, the
tenant’s investment in those improvements will be considered toward an
increased lease term.

3.5.5.1.1. The Investment Term Adjustment is available only to Airport
Tenants who have reversionary leases.

3.5.5.1.2. The term adjustment is to provide tenants adequate time to
depreciate investments in existing hangars and buildings on the
Airport.

3.5.5.1.3. The lease terms are proportionately longer for greater investments.
The lease term adjustment shall not exceed the useful life of the
facility.

3.5.5.1.3.1. No lease shall exceed 40 years at any given time.
3.5.5.2. Extensions may be offered for capital improvements which increase the value of
the hangar.
3.5.5.2.1. The minimum lease term adjustment shall be one year. After the

first year the lease term shall be adjusted in six month increments.
The final calculation shall be rounded down to the nearest six month
increment.

3.5.5.2.2. Only improvements completed in a one year span can be added
together for a lease term adjustment.

3.5.5.3. Lease Term Adjustment Table

Capital Improvement amounts for lease term
Hangar Size (sq ft) adjustments (Dollars per year)
2000 - 2999 $10,000
3000 - 3999 $10,500
4000 - 4999 $11,250
5000 - 5999 $12,000
6000 - 7999 $12,750
8000+ $13,750

3.5.5.4. The Lease Term Adjustment table will be updated annually based upon CPI.
3.5.5.5. Process

3.5.5.5.1. When intending to improve a facility at the Airport, a Tenant shall
submit a written request to the Airport Manager. The request shall
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3.6. improvements

include sufficient detail outlining the purpose of the facility,
improvements to be made and the anticipated cost.

3.5.5.5.2. Oniy after conceptual approval by the Airport Manger and Airport

Advisory Board, the improvements can proceed as outlined in the
request.

3.5.5.5.3. Upon completion of the improvements, the Tenant will submit a

statement of actual costs certified by the Tenant’s financial officer or
by a certified public accountant.

3.5.5.5.4. The Airport Manager will prepare an agreement which shail amend

the lease terms based upon actual construction costs.

3.6.1. All improvements made by a Tenant must comply with all applicable regulatory
measures including all those stipulated by the City.

3.6.2. Unless otherwise specified in the Agreement, the ownership of all permanent
improvements shall revert to Heber City upon the end of the term of the Agreement.

3.7. Responsibilities

3.7.1.Heber City

3.7.1.1.

3.7.2.Lessee
3.7.2.1.

3.7.2.2.

3.7.2.3.

3.8. Condemnation

SV AT IO

Unless otherwise stated in the Agreement, Heber City is responsible for
maintenance of all public Airport infrastructure and common areas to include
runways, taxiways, public apron areas, roadways, navaids, and associated land
areas.

Unless otherwise stated in the Agreement, the Lessee shall be responsible for all
maintenance of land and/or improvements on the leased premises. The
responsibilities of the Lessee include all structural components, all exterior and
interior maintenance, landscaping, janitorial, trash removal, snow removal, and
sweeping,

The Lessee shall be responsible for all utilities, separately metered, shall
maintain all insurance coverages as defined in the Minimum Standards, and
shall remain current on all taxes and/or assessments charged by any applicable
government entity or agency including personal property, income and other
business tax.

The failure of a Lessee to maintain the land and/or improvements and/or pay all
utilities, insurance, and taxes shall be considered a breach in the Agreement.
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3.8.1,

3.8.2.

3.8.3.

3.8.4.

3.8.5.

The Airport Advisory Board shall engage an appraiser, in the event of a full
condemnation action, to determine the fair market value of the leasehold interest held by
the Lessee.

The Agreement shall terminate on the date of the physical taking (as if the date of the
taking were the date originally fixed in the Agreement for the expiration term). Upon
termination of the Agreement, the Airport Advisory Board shall pay the Lessee the
appraised fair market value minus any fees due to the City.

In the event of a partial condemnation, the Agreement shall not terminate. The rents due
to the City during the unexpired portion of the Agreement shall be reduced proportionally
based upon the square footage of the leased premises.

In the event of a full or partial condemnation by an Agency other than Heber City, the
City and the Lessee shall each be entitled to receive or retain separate awards or a portion
of lump sum awards as may be allocated to each party based upon the respective interest
held by each party in any condemnation proceeding.

Condemnation shall follow all applicable regulatory measures (including those imposed
by the FAA) for condemnation proceedings and any appraisal report shall meet the
requirements of such regulatory measures. If there is any inconsistency between this
Policy and such regulatory measures, the regulatory measures shall prevail.

3.9. Relocation

3.9.1.

3.9.2.

3.9.3.

3.9.4.

In the event relocation is found to be necessary (e.g. to correct Part 77 variations, ensure
use consistent with the Airport Layout Plan, to facilitate future development of the
Airport), the City shall provide the Lessee with land and/or improvements that are
comparable to the land and/or improvements currently being occupied and/or used by the
Lessee.

3.9.1.1. Such land and/or improvements shall be leased to the Lessee at the same rent
and under the same terms and conditions as stipulated in the existing
Agreement.

[f comparable improvements are not available, the City shall buyout the Lessee’s interest
in any improvements that have been made by the Lessee. The amount to be paid shall be
determined by an appraiser.

The City shall pay all reasonable relocation costs and expenses associated with moving
the Tenant.

Relocation shall follow all applicable federal and state measures for relocation
proceedings and any appraisal report shall meet the requirements of such regulatory
measures. If there is any inconsistency between this Policy and such regulatory measures,
then the regulatory measures shall prevail.

4. RATES AND CHARGES
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4.1. General

4.1.1. It is the intent of this section to give guidance on setting rates and charges for Airport
Leases which are in line with the current market. In addition, the City is required to
maintain a rent and fee structure which makes the Airport as self-sustaining as possible
while preserving and improving the Airport.

4.1.2.  Without unjustly discriminating, it is the policy of the Airport Advisory Board fo pursue
terms and conditions that provide an equitable return for the Airport and to encourage
private investment. All Agreements adequately compensate the Airport for the use of
leased premises to a Tenant.

4.1.3. All Parties at the Airport shall be subject to the same rates, fees, and other charges as
applicable to other Tenants utilizing the same or similar land and/or improvements for the
sarme use Or purpose.

4.1.3.1. Parties may not lease land and/or improvements that have the same attributes,
uses and/or values; therefore, the Airport Advisory Board may charge different
rates to similar users of the Airport as long as the rates are not unjustly
discriminatory.

4.1.3.2. Itis recognized that Agreements reached through negotiation or a competitive
process may produce rents, fees, or other charges that may be higher than those
paid by similar parties and/or users.

4.2, Mechanisms to Set Rates

4.2.1. The Airport Advisory Board will not engage in unjust economic discrimination among
tenants, nor will it impose discriminatory terms. The base land and/or improvement lease
rate for each leasehold will be determined based on fair market values. Building base
lease rates will be determined by market comparison, supply and demand or current
appraisal of the facility by a firm chosen by the Airport Advisory Board.

4.2.2. As new ground and building leases are entered into, or leases are amended, the Airport
Advisory Board reserves the right to update lease rates to current values.

4.2.3. Competitive Proposal Process
4.2.3.1. Rents can be adjusted and/or established through a competitive proposal
process.

4.3. Variation in Rates

4.3.1. The Airport Advisory Board may set different rates for different tenants based on rational
factors that shall include but not be limited to: the value of property to be leased, the
amount of use projected of common facilities, the type of use being made and the degree
of competition for the facility to be leased.

4.4. Adjustment of Rents
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4.4.1.

All rents shall be adjusted on an annual basis throughout the term of the Agreement.

4.4.2. Escalation Clauses

4.4.2.1. Rates will be adjusted during the life of a lease. Adjustments may be based on
one of three types; annual adjustment linked to the CPI, an adjustment based on
re-evaluation of property or some other measure as specified in the agreement or
as negotiated.

4.5. Establishment and Adjustment of Fees

4.5.1.

4.5.2.

4.5.3.

4.5.4.

Fees for the occupancy and use of land and/or improvements shall be established by
Heber City to assist in covering the costs associated with the development, operation, and
maintenance of the Airport.

Fees may include, but are not limited to, fuel flowage fees, transient aircraft fees, and/or
permit fees.

Fees may be adjusted by the Airport Advisory Board on an annual basis based upon the
Airport’s fiscal year budget for the Airport.

The Airport Advisory Board resetves the right to use other means and/or establish and/or
charge additional rents, fees, or other charges for the use and/or occupancy of the Airport
land and/or improvements.

4.6. Payment of Rents, Fees, or Other Charges

4.6.1.

4.6.2.

4.6.3.

4.6.4.

Tenants must be current o the City in all payments of rents, fees, and other charges under
any and all Agreements in order to occupy or use the land and/or improvements.

Failure to remain current in the payment of all rents, fees, and other charges to the City
will be grounds for termination of the Agreement between the Lessee and the City.

The City may enforce the payment of rent, fees, and other charges under the Agreement
by any legal means available to the City as provided by Utah law.

Al rents, fees, and other charges assessed by the City not paid within 10 days of being
due shall incur a ten percent (10%) late fee.

4.7. Bookkeeping and Records

4.7.1.

The Lessee shall keep records of amounts due to the City for rents, fees, or other charges
related to the occupancy and/or use of the Airport land and/or improvements and/or
engaging in activities at the Airport. The City shall be entitled to access such records
upon 30 days notice. The City/Airport Advisory Board reserves the right to audit such
records.

4.8. Exclusive Rights
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4.8.1. There shall be no granting of the exclusive right to provide or engage in any aeronautical
activity at the Airport; and no lease, sublease, operating permit or other agreement that is
or shall be in effect at the Airport that creates such a right.
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5.2. Appendix B: Establishment of Fair Market Value

5.2.1.

The Airport Advisory Board shall engage an appraiser who meets the qualifications
defined in Section 5.3 of this Policy to conduct appraisals of airport land and/or
improvements to determine fair market value.

5.2.1.1. The appraiser shall use current appraisal methods that are found to be
appropriate by the Airport Advisory Board for the appraisal of Airport land
and/or improvements.

5.2.1.2. The apptaiser shall use appropriate and justifiable rate of return for airport land
and/or improvements.

5.2.1.3. Airport land and/or improvements shall be appraised assuming the highest and
best aviation use of the property. It shall also be assumed that the property will
continue to be part of the Airport and will have access to the infrastructure and
amenities of the Airport.

5.2.1.4. The appraisal shall meet the Uniform Standards of Professional Appraiser
Practice (USPAP).

5.3. Appendix C: Appraiser Qualifications

5.3.1.

5.3.2.

53.3.

53.4.

Appraisals shall be performed by an appraiser who shall be a member of the Appraisal
Institute (MAI) or similarly designated and equally qualified appraiser who shall be
certified by a recognized appraisal organization.

The appraiser shall hold a State Certified General Real Estate Appraiser License issued
by the State of Utah.

Any appraiser selected to appraise Airport land and/or improvements shall have working
knowledge of the aviation industry including airport, air carriers, and general aviation as

appropriate. The appraiser shall also demonstrate familiarity with FAA rules, regulations,
and policies pertaining to valuing airport properties.

The selected appraiser must have performed a minimum of five (§) aeronautical property

appraisals within the last five years and shall provide the Airport Advisory Board a list of
locations and types of appraisals performed. Appraisals of non-aeronautical properties do
not satisfy this requirement.

54. Appendix D: Dispute Resolution

5.4.1.

A Lessee may engage a second consultant (appraiser) that meets the qualifications set
forth in this Policy if the Lessee disagrees with the Fair Market Rent (value) found by
consultant (appraiser) hired by the Airport Advisory Board.

5.4.1.1. All fees and expenses associated with the second consultant (appraiser) shall be
paid for by the Lessee.
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5.4.2,

5.4.3.

5.4.4.

5.4.5.

5.4.6.

If the two appraisals show a variance of less than ten percent (10%) the average of the
two appraisals shall be used.

If the variance between the two appraisals is more than ten percent (10%) and an
Agreement cannot be reached between the Airport Advisory Board and the Lessee, the
first and second appraisers shall mutually agree on a third appraiser (that meets the
qualification standards) to make the final determination.

5.4.3.1. If the first and second appraisers cannot decide on a third appraiser the Airport
Advisory Board shall appoint a third appraiser (who meets the qualification
standards) to make the final determination.

The third appraiser shall review the results of the first and second appraisals and may
request additional information, clarification, or justification from the first and second
appraisers.

5.4.4.1. The third appraiser has the right to gather, analyze, and consider additional data
as deemed appropriate to make a final determination. The decision of the third
appraiser shall be accepted by the Airport Advisory Board and the Lessee and
shall be legally binding upon both parties.

All fees and expenses associated with the work of the third appraiser shall be paid for
equally by the Airport Advisory Board and the Lessee.

During any period of disagreement between the Airport Advisory Board and the Lessee
regarding rent adjustment, the Lessee shall be responsible for the payment of the adjusted
rent recommend by the first appraiser. Once the disagreement is resolved, the difference
between rent paid and the fina] rent determination shall be paid to the Airport Advisory
Board or refunded to the Lessee.

AV Viygm]i\) FINAL 2/12/14 21

Lease/Rates and Charges Policy



Heber City Municipal - Russ McDonald Field
75 North Main Street, Heber City, UT 84032

Phone (435) 654-4854/Fax (435) 657-2543

AIRPORT LEASE/OPERATING PERMIT APPLICATION FORM
Please read the Airport Leasing Policies prior to filling out this application.

Applicant Name:

Contact Person:

Phone: Email:

Mailing Address:

Lease Area Location, if known:

Type of Lease:
d Ground
{3 Building
U Operating Permit (for subleasing)
LI Commercial
I Non Commercial

[f Operating Permit Application, name of Business from whom subleasing:

Provide a detailed description (purpose of use) of the intended commercial aeronautical activities:

Describe the means and methods to accomplish the intended activities:

' (ﬁti&ch additional sheets as necessary)
Development of Property:
Beginning Date: Completion Date:

Value of Construction:
Use Complies With:

O Airport Master Plan

(I Building Codcs

I Permitted Land Use

Applicant Signature (if sublease, signature of lessee) Date
Airport Manager Signature Date
SV IATION FINAL 2/12/14 2
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FBO Lease Extension & L/Hold Modification Request

OK3 AIR
1980 Airport Rd.
Heber City, UT 84032

Date:

August 20, 2014

Purpose of request:

Extension of FBO lease for an additional Nine (9) years to equal the 2041 end of term for
Hangar E and a modification of the current leasehold to better match the operating area of
the FBO

Proposed consideration for lease extension and L/H modification:

1. Annual rent to increase proportionately with percent increase in leasehold area. An
additional 50% increase in the annual rent payment if and when designated C2D2

2. Fuel flowage to increase from five to six cents per gallon and scales to seven cents at
400K gallons and eight cents at 500K gallons. If and when designated C2D?2 fuel
flowage increases to ten cents.

Increase in Cash flow to City:

Assuming a three percent annual increase in gallons of fuel sold. the above consideration

would result in approximately $425,000 in additional cash flow from 2015 through 2041.

And with a designation of C2D2 in 2025 the increase in total cash flow would approximate
$795,000.
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Revision / Description
THE PREPARATION OF THIS DOCUMENT MAY HAVE BEEN SUPPORTED, IN PART, THROUGH THE AIRPORT IMPROVEMENT PROGRAM

FINANCIAL ASSISTANCE FROM THE FEDERAL AVIATION ADMINISTRATION AS PROVIDED UNDER TITLE 49 U.S.C., SECTION 47104. THE

12/01/05| ORIGINAL ISSUE

DOES NOT IN ANY WAY CONSTITUTE A COMMITMENT ON THE PART OF THE UNITED STATES TO PARTICIPATE IN ANY DEVELOPMENT
DEPICTED THEREIN NOR DOES IT INDICATE THAT THE PROPOSED DEVELOPMENT IS ENVIRONMENTALLY ACCEPTABLE OR WOULD

CONTENTS DO NOT NECESSARILY REFLECT THE OFFICIAL VIEWS OR POLICY OF THE FAA. ACCEPTANCE OF THIS REPORT BY THE FAA
HAVE JUSTIFICATION IN ACCORDANCE WITH APPROPRIATE PUBLIC LAWS.
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HANGAR GROUND LEASE AGREEMENT

LEASE AGREEMENT made this day of ,

, between HEBER CITY, herein called City or Heber City, and

, herein called Lessee.
RECITALS

A. Heber City owns and operates at the HEBER CITY AIRPORT Jocated in
Wasatch County, State of Utah, herein called Airport.

B. Lessee desires to lease a parcel of land on the Airport premises for the
purpose of erecting and/or maintaining an existing aircraft hangar owned by Lessee for the
storage of aircraft.

NOW, THEREFORE, in consideration of the mutual covenants and agreements
contained herein, the parties agree as follows:

L PREMISES. The City hereby leases to Lessee the Parcel of land only
which is known as Daniel Hangar #1 at the Heber City Airport, Wasatch County Utah more fully
described on Exhibit "A" attached and made part hereof.

I1. TERM. Subject to all other provisions of this Agreement regarding

termination reserved herein, the term of this lease shall commence on the day of

, 2012 and end on the day of , 2032.

II1. FIRST RIGHT OF REFUSAL TO RENEW LEASE. Lessee shall have

the first right of refusal to renew this lease agreement on the condition that Lessee is not in
default hereunder at the time of such renewal and provided the renewal term does not exceed five
(5) years. To renew this Lease under the first right of refusal, T .essee shall provide a minimum
of thirty (30) days written notice to Lessor prior to the expiration of the initial lease term stating
Lessee's desire the opportunity to exercise his first right of refusal. The terms and conditions
contained herein shall govern any renewal of this Lease unless otherwise agreed between the

parties hereto.

IV. LESSEE'S RIGHT TO REMOVE IMPROVEMENTS. Upon the




termination of this lease, Lessee shall have the right to remove any improvements erected by
Lessee on the premises during the lease term or any renewal. Lessee, upon removal of any
improvements shall restore the land to as good condition as it was in prior to the erection of any
improvements thereon. Lessee hereby agrees that removal of any and all improvements shall be
completed on or before sixty (60) days from termination of this lease. Lessee hereby consents
and agrees that any improvements remaining on the premises after the sixty (60) day removal
period shall at the option of the City be deemed abandoned and owned by the City without any
claim or right whatsoever in Lessee.

V. RENTALS, FEES AND CHARGES. Subject to re-negotiation and

change of rental rates as hereinafter provided, the Lessee agrees to pay the City for the use of the
premises, facilities, rights, services and privileges granted herein, the following rental, payable to
Heber City.

A. Rental for the above-described parcel was paid for 2012 at the

current rate of $0.__ per square foot of improved land and $0.  per square foot of unimproved

land.
Parcel Area Rate
A 5.625  sq. feet Improved Land
B 3,400 sq. feet Unimproved Land

B. The rent of the above described land for each following year of the
agreement shall be $2,197.50, and is due and payable to Heber City Corporation, in advance, on
the first day of each calendar year of the Agreement.

C. Rents provided for herein are subject to an annual change per the
Consumer Price Index (C.P.L).

D. All payments due the City under this Lease, including rent, that are

not paid on or before thirty (30) days from the due date shall incur a late fee of ten (10%) percent
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for each 90 days or portions thereof that the amount remains delinquent.

E. All payments due the City under this Lease shall be delivered to
the Heber City Corporation, 75 North Main Street, Heber City, Utah 84032 or as otherwise
directed in writing by the City.

VI.  USE OF PREMISES. The leased premises and any and all improvements

located thereupon shall be used solely for conducting the following activities and shall not be
used as overnight sleeping quarters:

A. Storage of aviation related equipment

B. Non-Aviation storage as an incidental use on the condition the
space is principally used for aviation purposes.

Lessee acknowledges that the premises may not be used for commercial purposes

or as a fixed-base operator without Lessee meeting, complying with and obtaining approval for
the minimum standards as may exist at that time for such operation. ~ Further, Lessee agrees to

maintain the storage in this area in neat condition.

VII. CONSTRUCTION - IMPROVEMENTS. Lessee may make

improvements on the premises.

VII. OBLIGATIONS OF LESSEE.

A. Lessee agrees to notify the airport manager, in writing, within ten
(10) days of its basing, of the registration number of the aircraft and the person(s) responsible for
it, including off hours emergency phone numbers, for all aircraft stored on the leased premises.

B. Lessee shall be solely responsible for all costs or charges for utility
services required by the Lessee during the term of this Lease.

C. Lessee agrees to maintain the demised premises including the
interior of the hangar in a neat, orderly and safe condition, and free from waste, rubbish, snow or

other hazards throughout the term of this Lease. Lessee shall not store or let stand any
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equipment or property belonging to the Lessee or under the Lessee's custody, outside the
boundaries of the leased areas without prior consent of the City, except when such equipment or
property is in the process of being loaded or unloaded. Should the Lessee fail to repair and
maintain the leased premises in proper condition, the City shall so notify the Lessee in writing.

If the Lessee then fails to make such repair or maintenance within ten (10) days after the notice
has been sent the City may cause such repair or maintenance service to be made. Lessee agrees
to pay all City’s costs incurred thereby and reimburse the City therefore on demand. If said
costs and expenses are not paid within fifteen (15) days after demand therefore, this Lease shall
be deemed to be in default and the City shall be entitled to all legal remedies provided hereunder,
including termination of this Lease.

D. Lessee shall exercise due and reasonable caution to prevent fire,
accidents, hazards or nuisances on the premises. Should the Lessee fail to remove or abate said
hazard or nuisance after being notified to do so, the City may abate said hazard or nuisance and
charge the cost thereof to the Lessee as provided in C above or at the City’s option to terminate
the Lease.

E. Lessee agrees at its own expense to cause the premises and
improvements and appurtenances thereto to be maintained in a presentable condition consistent
with good maintenance practices. This shall include, although not be limited to, the obligations
of the Lessee to maintain the premises in a clean, neat and orderly condition at all times, and to
perform the necessary mowing and snow removal on the premises during the appropriate periods
of the year. The Airport will assist in snow removal when capability and priority permit.

F. Lessee shall not erect, install, or cause to permit to be erected,
installed or operated upon the premises herein any sign or advertising device without first having
obtained the City's consent thereto. If the City consents it may set forth the size, construction,

location and general appearance of any such permitted sign or device.
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G. Lessee shall not have the right to sell or distribute any parts, fuels,
oils, or similar products upon said demised premises or upon said airport pursuant to this Lease.

H. Lessee agrees to keep the demised premises free of any mechanic's
or materialmen's liens or other lien of any kind or nature for any work done, labor performed or
material furnished thereon at instance or occasion of the Lessee and the Lessee further agrees to
indemnify and save the City harmless from and against any and all claims, demands, costs and
expenses of any nature whatsoever from any such work done, labor performed or materials
furnished.

L. Lessee shall obey all applicable rules, regulations, ordinances and
laws that may be from time to time promulgated by the City, State and Federal Government or
agency thereof.

J. Lessee agrees to cause to be removed from the premises at its own
expense all waste, garbage and rubbish and agrees not to deposit same, except temporarily in
connection with collection for removal in Airport designated locations, on any part of the
premises or other property of the City constituting the Airport.

K. With respect to new construction the general design and
appearance of the same must receive the approval of the Heber City Airport Board.

IX INDEMNIFICATION AND HOLD HARMLESS. Lessee expressly

agrees to defend, protect, indemnify and hold harmless the City, its officers, agents and
employees free and harmless from and against any and all claims, demands, damages, expenses,
losses or liability of any kind or nature whatsoever which the City, its officers, agents or
employees may sustain or incur or which may be imposed upon them for injury to or death of
persons or damages to property arising out of or resulting from the negligent acts or negligent
omissions of the Lessee, its officers, agents, employees or guests in their use or misuse of the

demised premises. Lessee agrees to defend at its own cost, expense and risk all claims or legal
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actions that may be instituted against either the Lessee or the City, which arise out of the
negligent acts or omissions of the Lessee. Lessee agrees to pay any settlement entered into and
satisfy any judgment that may be rendered against either the Lessee or the City as a result of any
negligent injuries or damages which have resulted from or are connected with this Lease or the
occupancy or use of the demised premises by the Lessee, or its officers, agents, employees or

licensees, including reasonable attorney fees.

X. HEBER CITY ORDINANCES. Lessee hereby acknowledges the

applicability of the Heber City Municipal Ordinances to this Lease Agreement. Lessee hereby
acknowledges notice of the terms, conditions and requirements presently contained therein and
agrees, so far as said ordinance applies to persons such as Lessee herein, to comply with such
ordinances as now in effect or as it may be amended during the term of this Lease or any

renewal. Specifically, the terms and conditions of Title 15 as currently existing or as may

be amended are incorporated herein by reference and made part hereof as though written

XI.  INSURANCE. Concurrent with the execution of this Lease and as partial
performance of the obligations assumed under paragraph IX, INDEMNIFICATION AND
HOLD HARMLESS) hereof, the Lessee shall have from a reliable insurance company or
companies authorized to do business in the State of Utah, liability insurance in such minimum
amount as may be required by Heber City pursuant to reasonable exercise of its municipal
powers.

The above insurance policy or policies shall contain an endorsement which
provides that the Lessee is named insured as it pertains to said leasehold. Lessee shall provide
the City with written evidence of said insurance at all times this Lease is in effect.

All insurance policies secured by the Lessee providing the coverages which affect

the leasehold premises required under this Lease shall require each insurer to notify the City by
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registered or certified mail of any modification, termination or cancellation of any policy of
insurance that affects the leasehold premises no less than thirty (30) days prior to the effective
date of such modification, termination or cancellation. Notice by the insurer shall be effective
upon the receipt of said notice by the City. In addition to any other requirements of this Lease,
the Lessee shall notify the City of any modification which affects the leasehold premises,
termination or cancellation of any policy of insurance secured by the Lessee pursuant to this
paragraph as soon as the Lessee learns of any such modification, termination or cancellation.
Each of said policies shall stipulate that the policy provided coverage is not subordinate to nor
contributing with any other insurance coverage held or maintained by the City. The procuring
of such policy or policies of insurance shall not be construed to be a limitation upon the Lessee's
liability or a waiver of performance on the Lessee's part of the indemnification and hold harmless
provisions of this Lease; and the Lessee understands and agrees that notwithstanding any policy
or policies of insurance it remains the Lessee's obligation to protect, indemnify and hold
harmless the City hereunder for the full and total amount of any damage, injuries, loss, expense,
costs or liabilities caused by or in any manner connected with or attributed to the negligent acts
or omissions of the Lessee, its officers, agents, employees, licensees or the operations conducted
by the Lessee, or the Lessee's use, misuse or neglect of the premises described herein.

XII PERMITS, LICENSES AND CERTIFICATES. Lessee shall obtain any

and all permits, licenses and certificates which may be required in connection with the
improvement and use of the demised premises and aircraft operations. Lessee shall comply with
all applicable federal, state and local laws and regulations and the Lessee shall keep in effect any
and all licenses, permits, notices and certificates as are required.

XIII ASSIGNMENT. Lessee shall not assign this Lease, or sublease any part of

the premises without prior written approval of the City which approval shall not be unreasonably

withheld. However, a 1% transfer fee or $100.00, whichever is the greater amount, shall be paid
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to the City based upon the current assessor’s valuation at the time of the assignment or transfer
of the lease or sale of the hangar. The City hereby agrees that this Lease may be assigned as
security for any hangar construction related loan required by Lessee, provided that such
assignment permits Lessee to remain in possession except in the event of foreclosure. In the
event of foreclosure or forfeiture by the holder of such security, the City consents to further
assignment to any person, firm or corporation which is fully competent and has the necessary
facilities, experience and financial resources to perform the obligations contained in this
agreement on the part of the Lessee to be performed, provided such proposed assignee shall
expressly assume said obligations in writing.

XIV RIGHT OF ENTRY AND INSPECTION. The City hereby reserves the

right to enter into and upon the leased premises and any improvements thereon at all reasonable
times and for all reasonable purposes without prior notice. The City or the airport manager or
its or his designated representative shall have the right to exercise this right of inspection.

XV RULES AND REGULATIONS. The City shall have the right to adopt and

enforce reasonable rules and regulations with respect to the use of the airport and the public
terminal building and appurtenances, provided that such rules and regulations shall not be
inconsistent with safety and with rules and regulations of the Federal Aviation Administration

with respect to aircraft operations at the airport.

XVI GOVERNMENTAL RESERVATIONS AND RESTRICTIONS.

A. During the time of war or national emergency, the City shall have
the right to lease the landing area, or any part thereof, to the United States Government for
military or naval use, and if such Lease is executed, the provisions of this instrument, insofar as
they are inconsistent with the provisions of the lease to the government, shall be suspended.

B. The City reserves the right to further develop or improve the

airport as it sees fit, regardless of the desires or views of the Lessee and without interference or
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hindrance from Lessee.

C. There is hereby reserved to the City, 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 premises hereby leased, together with the right to cause such noise as may be
inherent in the operation of aircraft, now known or hereafter used for navigation of or flight in
the air, using said airspace or landing at, taking off from or operating on the airport.

D. The City reserves the right to take any action it considers necessary
to protect the aerial approaches of the airport against obstructions together with the right to
prevent the Lessee from erecting, or permitting to be erected, or maintaining any building or
other structure on or adjacent to the airport which, in the opinion of the City, would limit the
usefulness of the airport or constitute a hazard to aircraft. It is understood and agreed that
nothing in this Lease shall be construed to grant or authorize the granting of any exclusive rights
to Lessee within the meaning of the civil Aeronautics Act.

XVII THE CITY’S RIGHT OF CANCELLATION. In addition to all other

remedies reserved by the City, this agreement, shall be subject to cancellation by the City should
one or more of the following events occur:

A. If the Lessee fails to pay when due the whole or any part of the
amounts agreed upon for rents and charges and such default continues for sixty (60) days after
the City has demanded payment in writing.

B. If the Lessee shall fail to perform or keep and observe any of the
covenants and conditions contained in this contract to be performed, kept and observed by
Lessee, and Lessee fails to correct any breach hereof after sixty (60) days written notice from the
City or ten (10) days if the default constitutes a risk to the health or safety of others, then and in
such event the City shall have the right at once to declare this contract terminated.

C. The City reserves the right to terminate this Lease upon giving four
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months written notice if the City has a need for the property for public purposes. In the event of
a termination under this paragraph, the City must compensate the Lessee for the purchase cost of
the improvement, the hangar, less depreciation based on straight line depreciation thirty years
life expectancy if the Lessee elects to abandon the hangar or if the Lessee elects to remove the
hangar the City must compensate the Lessee $5,000.00 or $1,000.00 for each remaining year of
the Lease, whichever is the lesser amount.

XVIII LESSEE'S RIGHT OF CANCELLATION. In addition to all other

remedies
available to the Lessee, this agreement shall be subject to cancellation by the Lessee should any
one or more of the following events occur:

A. The permanent and complete abandonment of the airport as an
aviation facility.

B. The issuance by any court of competent jurisdiction of an
injunction in any way preventing or restricting the use of the airport and the remaining in force
of such injunction for at least thirty (30) days.

C. The breach by the City of any terms, conditions and covenants of
this agreement to be kept, performed and observed by the City and the failure to remedy such a
breach for a period of thirty (30) days after written notice from the Lessee of the existence of
such a breach.

D. The assumption by the United States Government, or any
authorized agents of the same, of the operation, control or use of the airport and its facilities, in
such a manner as to substantially restrict the Lessee from normal use, if such restriction is
continued for a period of ninety (90) days or more.

XIX FORCE MAJEURE. If either party hereto shall be delayed or prevented

from the performance of any act required hereunder by reason or act of God, flood, hurricane,
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tornado, earthquake, strikes, lockouts, which are beyond the control of the party obligated
(financial inability excepted), performance of such act shall be excused for the period of the
delay and the period of the performance of any such act shall be extended for a period equivalent
to the period of such delays; provided, however, nothing in this clause shall excuse the Lessee
from the prompt payment of rental or other charges required hereunder to be paid by Lessee
except as may expressly be provided elsewhere in this Lease.

XX DESTRUCTION OF PREMISES. Should the improvements to the

demised premises be damaged or destroyed in whole or in part, by fire, earthquake or any other
casualty at any time during the term of this Lease so that the same cannot be repaired within
ninety (90) working days to substantially the same condition it was in immediately prior to the
happening of such casualty, then either the City or the Lessee may, within fifteen (15) working
days after the ninety (90) working days after the happening of such casualty, terminate this Lease
as of the date of said casualty. Lessee shall proceed, within ninety (90) working days, with the
restoration and reconstruction of the improvements on the demised premises to substantially the
same condition in which they were in prior to the happening of the casualty. In no event shall
the City be liable to the Lessee for any damages resulting to the Lessee from the happening of
such fire or other casualty or from the repair or construction of the demised premises or from the
termination of this Lease as herein provided, nor shall the Lessee be released thereby from any of

its obligations hereunder except as expressly stated in this clause.

XXI COSTS OF SUSTAINING AN ACTION FOR BREACH OR DEFAULT.

In the event either the City or the Lessee commences legal action against the other claiming a
breach or default of this Lease, the prevailing party in such litigation shall be entitled to recover
from the other reasonable attorney fees and all costs connected with said litigation.

XXII PARTIAL INVALIDITY. If any term, covenant, condition or provision

of this Lease is held by a court of competent jurisdiction to be invalid, void or unenforceable, the
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remainder of the provisions hereof shall remain in full force and effect and shall in no way be
affected, impaired or invalidated thereby.

XXII ABANDONMENT. If the Lessee shall abandon or be dispossessed by

process of law or otherwise, any personal property belonging to the Lessee and left on the
premises after such abandonment or dispossession shall at the option of the City be deemed to
have been transferred to the City; and the City shall have the right to remove and to dispose of
the same without liability to account therefore to the Lessee or to any person claiming under the
Lessee.

XXIV UNLAWFUL USE. Lessee agrees that no improvement shall be erected,

placed upon, operated or maintained on the demised premises, nor shall business be conducted or
carried on therein in violation of the terms of this Lease or any applicable law, statute, ordinance,
regulation, rule or order of any governmental agency having jurisdiction hereover.

XXV LEASE SUBORDINATE TO AGREEMENTS WITH U.S.A. This Lease

shall be subordinate to the provisions of any existing or future agreement between the City and
the United States, relative to the operation or maintenance of the Airport, the execution of which
has been or may be required as a condition precedent to the expenditures of Federal funds for the
development of the Airport.

XXVI DEVELOPMENT OF AIRPORT. The City reserves the right to further

develop or improve the Airport as it sees fit, regardless of the desires or views of the Lessee and

without interference or hindrance by the Lessee.

XXVII AIRPORT FACILITIES. Lessee is hereby granted the nonexclusive

right, in common with all present and future users, to the use of such of the City's Heber City
Airport public facilities as are designated by the Airport Manager from time to time. As an
incident to all the other uses provided for in this Lease, the Lessee, its employees, authorized

representatives, invitees, permittees, licensees, customers and patrons shall have the right to use
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all public waiting rooms and public lavatories provided such use shall be in common with others
and may be suspended during any period when maintenance, repairs or improvements are being

made thereto.

XXVIII BANKRUPTCY. Should the Lessee make an assignment for the

benefit of creditors or should a voluntary or involuntary petition of bankruptcy or for
reorganization or any arrangement be filed by or against the Lessee, or if the Lessee should
become bankrupt or insolvent or if a receiver be appointed at the request of the Lessee's creditors
(except as a receiver appointed at the request of the City) such action shall constitute a breach of
this Lease for which the City at its option, may terminate all rights of the Lessee or Lessee's

successors in interest under this Lease.

XXIX TAXES AND ASSESSMENTS. Lessee shall pay before delinquency, all

taxes, license fees, assessments and other charges which are levied and assessed against and
upon the premises, fixtures, equipment or other property caused or suffered by the Lessee to be
installed, located or placed upon the leased premises. The Lessee shall furnish the City with
satisfactory evidence of these payments upon demand from the City. Lessee acknowledges that
this Lease may create a possessory interest subject to property taxation and that the Lessee may
be subject to the payment of property taxes levied on such interest. Lessee agrees to assume and

pay any such assessment.

XXX MARGINAL CAPTIONS. The various headings and numbers herein and

the grouping of the provisions of this Lease into separate section, paragraphs and clauses are for

the purpose of convenience only and shall not be considered a part thereof.

XXXI AMENDMENTS TO BE IN WRITING. This Lease sets forth all of the

agreements and understandings of the parties and is not subject to modification except in writing,
duly executed by the legally authorized representatives of each of the parties.

XXXIT SUCCESSORS IN INTEREST. The covenants herein contained shall,
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subject to the provisions as to assignment, apply to and bind the heirs, successors, executors,
administrators and assigns of all the parties hereto; and all of the parties shall be jointly and

severally liable hereunder.

XXXIII NONEXCLUSIVE RIGHTS. It is understood and agreed that nothing

herein contained shall be construed to grant or authorize the granting of an exclusive right within
the meaning of Section 1349, of the United States code.

XXXIV WAIVER OF RIGHTS. The failure of the City to insist upon strict

enforcement of any of the terms, conditions and covenants herein shall not be deemed a waiver
of any rights or remedies that the City may have and shall not be deemed a waiver of any
subsequent breach or default by Lessee of the terms, conditions and covenants herein contained.
XXXV NOTICES. All notices given or to be given, by either party to the other
shall be given in writing and shall be addressed or delivered to the parties at the addresses
hereinafter set forth or at such other addresses as the parties may by written notice hereafter

designate. Notices to the City and the Lessee shall be addressed as follows:

TO: HEBERCITY TO: LESSEE TO: LESSEE
Heber City
75 North Main
Heber City, Utah 84032

XXXVI HOLDOVER. Inthe event the Lessee shall hold over after the term
granted herein, then such holding over shall be construed to be a tenancy from month-to-month
only. Prepayment of rent beyond one month shall not be construed to alter or change the
month-to-month status of any holdover tenancy. Lessee agrees to comply and abide with all
other terms and conditions of this Lease in the event Lessee holds over after the term provided in
this Lease expires.

XXXV TIME. Time is of the essence of this Lease.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be
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duly executed, with all the formalities required by law on the respective dates set forth opposite

their signatures to be effective the day and year first above written.
HEBER CITY, a Municipal LESSEE:
Corporation

By: Date:

APPROVED:

Date: By: Date:

Mayor,

ATTEST:

Date:

City Recorder,

APPROVED AS TO FORM:

Date:

Airport Manager,
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TVT North Stair Renovation, Heber City, UT

Instructions to Bidders

date: 31 July 2014
to: Bidders

Bidding Instructions:

1 Bids shall be submitted to Mark Anderson no later than Wednesday
August 6t 2014, 3pm local time.

2 Bidder shall submit Bid on Company Bid or Proposal Form.

3 Bidder shall guarantee Bid Amount for 30 days.

4 Owner intends to award contact 7 August 2014

5 Bidder shall provide a Performance and Payment Bond, or cash bond.

6 Bidder shall provide Bid for phase | only. To include all concrete work,

handrails, remove ex alum door, temporary wd framed doorway closure.

7 Work not to be included: windows, interior renovation, removal of conc

8 Bidder shall allow storefront subcontractor access to job site.

Project Information:

1 Owner will remove all affected concrete no later than7 August 2014.

2 Complete concrete work with temporary handrails @ main stair must be
complete by 21 August 2014. HC ramp, east stair and final handrails must be
competed by 19 September 2014.

3 Bidder will compete all excavation/back fill, footings, foundations, steps,
ramps, slabs. Bidder must leave site clean, and level ready for planting by owner
4 Payment will be made when all work in phase | is complete, approved and
accepted by the owner.

5 Bidder shall guarantee all work for 1 year against all labor and material
defects

6 All concrete to be 4500 psi. ramps, steps and slabs to have #4 @ 24"max
each way. 10"x16” footers to be set 3ft below final grade (2)#4 cont, 8” foundation
walls #4 @ 2ft oc ew. Drill 1/2” diam 4” deep #4 rebar into existing sandstone
foundation wall. Broom finish all exposed flat work and edges. Rub and fill all
exposed foundation walls. Extend ramps and steps 3/4” beyond face of
foundation walls. Verify 95% compaction of all sub grade material prior to
pouring concrete. Back fill ramp and stair areas with compacted pit run or road
base. Provide 4” compacted road base under all flat-work.

7 Provide cast in place alum tread nosing, full width at each step. Molded in
abrasive strips



September 10, 2014
To: Heber City Airport Advisory Board
From: 36U Hangar Owners Group
Re: “Fair and Reasonable” Ground Lease Rates
At your August meeting, the City Manager suggested annual ground lease rates for
non-reversionary future hangars should be set between 45 and 61 cents per square

foot for improved and unimproved land. No data was given to support these rates.

ACRP Guidebook for Developing and Leasing Airport Property

Section 4.6 on Page 53 of the Guide (Exhibit #2) confirms “The FAA, through its grant
assurance documents, requires airports to establish fair and reasonable fees ..."

FAA “Grant Assurances” Presentation

Refer to the four slides from the October 2012 FAA Program Manager’s “Grant
Assurances” Presentation (Exhibit #3). The full presentation is available online at:

http://www.faa.gov/airports/great lakes/about airports/bis ado/bis ado web/media/2
012/Grant-Assurances.pdf

1. Slide #74 Grant Assurance “22a. Economic Nondiscrimination”

- The airport sponsor "will make the airport available as an airport for
public use on reasonable terms and without unjust discrimination to
all types, kinds, and classes of aeronautical activities.”

2. Slide #75 “Key Elements”
“The Airport will be available on reasonable terms.”
3. Slide #76 “Reasonable Terms?”

“Guidelines:” “When establishing a fee structure, compare fees to
comparable airports in the areas. Also, consider supply and
demand on your airport.”

4. Slide #92 “Fee and Rental Rate Solutions”

“Have a sound current basis for all fees.”
“Consider regional market conditions.”
“Communicate changes with airfield tenants.”




Department of Defense Definition

The DoD sponsored Defense Acquisition University’s ACQuipedia website (Exhibit #4)
provides guidance on “Fair and Reasonable Price Determination:”

1. Definition
“A fair and reasonable price has elsewhere been described as the
price a prudent businessperson would pay for an item or service
under competitive market conditions, given a reasonable
knowledge of the market place.”

2. Techniques

- Comparison of proposed prices with prices obtained through
market research for the same or similar items.

Ground Lease Rates Survey

A Survey of Ground Lease Rates in the Mountain West (Exhibit #1) was accomplished
in early September 2014. Contact information is provided for each of the 25 airports.
Five more airports will be added to update the list prior to the Sep 17, 2014 Airport
Advisory Board meeting.

The current rates for existing non-reversionary ground leases at Russ McDonald Field
are 32-cents for improved land and 16-cents for unimproved land.

In comparison to the other 12 Utah airports surveyed to date, Heber City Municipal
Airport ranks #1 as having the highest ground lease rates in the state of Utah.

In comparison to the additional 13 airports surveyed in the Mountain West, Heber City
Municipal Airport ranks #2 as having the second highest ground lease rates in the
Mountain West.

Conclusions

There is a lot of undeveloped land at 36U, and there has been little demand for new
ground leases. Lease rates that are substantially out of line with market rates for
comparable airports in our area--as we believe 45- to 61-cents per square foot is--risks
further dampening the demand for new 36U ground leases.

It is in the best interest of our Hangar Owners and Airport Users to have all
stakeholders in the airport reasonably contribute to help make 36U self-sustaining and
an economic benefit to the community. However, this needs to be done in accordance



with FAA Guidance and with pro-Airport policies that will encourage further land
development to add new revenue sources for the Airport.

Arbitrarily setting ground lease rates for future non-reversionary hangars at 45-61 cents
per square foot—without justifying it with the survey data from comparable airports in
the area shown in Exhibit #1 —will:

- Violate Federal Grant Assurance #22a,

- Dampen demand to lease airport land, much of which remains vacant,
- Hinder airport development, and

- Invite legal and FAA action to resolve the issue.

Setting ground lease fees that are reasonably within reach of the top of the market,
however, would might mitigate those concerns.

Very sincerely,

The 36U Hangar Owners Group



EXHIBIT #1: SEP 2014 SURVEY OF GROUND LEASE RATES



SURVEY OF GROUND LEASE RATES FOR PRIVATELY OWNED HANGARS

Performed by 36U Hangar Owners Group — Sep 10, 2014

**NOTE: This list of 25 airports will be updated for Sep 17, 2014 Airport Board Meeting to include five more airports with data still pending.

Airport / Contact Info

HEBER CITY AIRPORT:

36U Heber City Russ McDonald Field, UT
Airport Manager Terry Lobo 435-654-4854

OTHER UTAH AIRPORTS:

U77  Spanish Fork — Springville — Woodhouse Airport, UT
Airport Manager Cris Child 801-420-8888

KSLC Salt Lake International Airport, UT
Property Management Specialist Matt Jensen 801-575-2401

KPVU Provo Municipal, UT
Airport Manager Steve Gleason 801-368-0383

KLGU Logan-Cache Airport, UT

Airport Manager Lee Ivie 435-752-8111
KBMC Brigham City Airport, UT

Airport Manager Tyler Pugsley 435-226-1437

KCNY Canyonlands Field, Moab, UT
Airport Manager Kelly Brown 435-259-4849

KOGD Ogden-Hinkley Airport, UT
Airport Manager Jon Greiner 801-629-8223

U42  South Valley Regional, UT
Property Management Specialist Matt Jensen 801-575-2401

Lease Type

Non-reversionary

Non-reversionary

Reversionary

Reversionary

Non-reversionary

Non-reversionary

Non-reversionary

Non-reversionary

Reversionary

Annual Lease Rate/SqFt
Improved / Unimproved

On-ramp:
Off-ramp:

0.32/0.16

0.31/0.31
0.295/0.295
0.29/0.00

Hangar footprint only
0.22/0.00
0.17/0.00

Hangar footprint only
0.22/0.11

0.21/0.00

Hangar footprint only

0.21/0.11

0.177/0.177



74V Roosevelt Municipal, UT
Airport Manager Howard Harding 435-724-0539

KDTA Delta Municipal, UT
Airport Manager Greg Schafer 435-864-2759

KTVY Bolinder Field — Tooele Valley, UT

KENV Wendover Airport, UT
Airport Director Jim Peterson 435-665-2308

Non-reversionary 0.10/0.10
Non-reversionary 0.05/0.00

Hanger footprint only
Airport owns all hangars — No privately owned hangars

Airport owns all hangars — No privately owned hangars

OTHER MOUNTAIN WEST AIRPORTS:

KNFL Fort Collins — Loveland Municipal Airport, CO
Airport Manager Jason Licon 970-962-2852

KGUC Gunnison — Crested Butte Regional, CO
Airport Manager Rick Lamport 970-641-2304

KIDA Idaho Falls Regional Airport, ID
Airport Director Craig Davis 208-612-8224

KBIL Billings — Logan International, MT
Airport Business Manager Marita Herold 406-237-6284

KDRO Durango — La Plata County Airport, CO
Operation Specialist Tony Vicari 970-382-6052

KDIJ Driggs — Reed Memorial, ID
City Clerk Kreslyn Schuehler

KRIL Rifle — Garfield County Regional, CO
Airport Director Brian Condie 970-625-1091

KGJT Grand Junction Regional Airport, CO
Interim Airport Manager Ben Johnson 970-244-9100

Non-reversionary 0.37/0.25
Reversionary 0.32/0.32
Non-reversionary 0.29/0.29

Non-reversionary Executive Area: 0.28 /0.28
GA Area: 0.21/0.21

Non-reversionary 0.24/0.24

0.225/0.00
Hangar footprint only

Non-reversionary

Reversionary 0.22/0.22

Non-reversionary (pending) 0.20/0.20



KMTJ Montrose Regional Airport, CO

Property & Contract Specialist Susan Wheater 970-964-2479

KHDN Yampa Valley Airport, CO

KTWF Joslin Field — Magic Valley Regional, Twin Falls, ID
Airport Manager Bill Carberry

KASE Aspen — Pitkin County Airport, CO
Asst Director of Admin Brian Grefe 970-429-2853

KJAC Jackson Hole Airport, WY
Asst Airport Director Jeanne Kirkpatrick 307-413-1510

Non-reversionary 0.19/0.19
Reversionary 0.16/0.16
Non-reversionary 0.135/0.135

Airport and FBO own all hangars — No privately owned hangars

Airport owns all hangars - No privately owned hangars
Airport is on leased National Park land that cannot be sublet




EXHIBIT #2: ACRP REPORT 47 — FAIR & REASONABLE FEES
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4.1 Existing Agreements (Page 49)

Existing airport lease agreements have the potential of affecting future agreements in multiple ways,
thus, it becomes important to account for any tenants and agreements that may be impacted by planned
development. Several factors may influence lease agreements between the airport and a potential tenant,
including existing airport lease policy and noncompete agreements.

Existing airport leasing policy, if applied equitably to existing tenants, will limit the flexibility of the
airport to offer discounts, incentives, and other benefits to new tenants without negatively affecting the
goodwill of existing tenants. It is the goal of an airport leasing policy to assure that each tenant is treated
equitably, so it becomes necessary that the airport consider potential conflict and confusion that might
arise when granting lease policy waivers and exemptions to new tenants.

_> It is the duty of the airport to assure that new agreements are not in conflict with existing leases
and airport leasing policy. A cohesive and accessible leasing policy can be a key tool in mitigating
any confusion and conflicts that may arise later.

Noncompete agreements are generally in conflict with federal grant assurances and difficult to apply to
commercial ventures such as an FBO or MRO operation. When seeking to execute a lease for
commercial activity, the airport must be aware of current tenants in the same industry and be cognizant
that grant assurances require access to new entrants at public airports. If noncompete clauses are
prevalent in existing documents, changes may be required.

4.6 Airport Revenue Maximization (Page 53)
[NOTE: FAA grant assurances do not allow airports to be operated at a profit]
Airport revenue maximization should be a key goal for the airport sponsor and must be a primary

—> consideration when entering a lease agreement. The FAA, through its grant assurance documents,
requires airports to establish fair and reasonable fees without discriminating against a specific

* aeronautical user. The FAA also recommends that airports maintain a fee and rental structure that makes

the airport virtually self-sustaining. Airports are expected to establish rents and airport user fees that
generate enough revenue to meet airport funding requirements. Key considerations involve balancing the
financially intangible benefits of a specific project (such as improved service offerings, job creation, and
new tax revenue) with the tangible benefits of revenue to the airport.

An Airport Business Plan can prove to be a valuable tool as the airport sponsor seeks to maximize
airport revenue. A properly executed business plan will provide a comparative analysis of the airport’s
lease rates, charges, and fees in relation to other airports, as well an analysis of the airport’s lease policy.
This will provide airport management with the basis to adjust rates and charges to true market rates if the
findings of the analysis dictate.


Paul Boyer


Paul Boyer


Paul Boyer

Paul Boyer

Paul Boyer


Paul Boyer



EXHIBIT #3: GRANT ASSURANCES - FAIR & REASONABLE FEES



Grant Assurances

Presented to: AAND and SDAMA Fall Conference

By: Dave Anderson, Mark Holzer, and Brian Schuck,
Program Managers, BIS ADO

Date: October 10 & 11, 2012

Federal Aviation
Administration




22a. Economic Nondiscrimination

It will make the airport available as an airport
for public use on reasonable terms and
without unjust discrimination to all types,
kinds and classes of aeronautical activities,
including commercial aeronautical activities
offering services to the public at the airport.

AAND and SDAMA Fall Seminar :f?é 4%": Federal Aviation
October 2012 »\/s/ Administration




Key Elements

« The airport will be
available on
reasonable terms.

 The airport will
not unjustly

discriminate.

* The airport will be
available for
aeronautical
activities.

Business
Plan

Land Use Marketing
Plan Plan

Strategic
Plan
Airport
Master Plan
Plan

Air Service
Plan

AAND and SDAMA Fall Seminar & 43 Federal Aviation
October 2012 »\/s/ Administration




Reasonable Terms?

Reasonable is a matter of judgment and
ultimately the FAA makes the final
determination if unresolved locally.

Guidelines

— When establishing a fee structure, compare fees to
comparable airports in the area. Also, consider
supply and demand on your airport.

— Requirements of the tenants should be pertinent to
the airport’s existence and desired level of service.

AAND and SDAMA Fall Seminar :f?é 4%": Federal Aviation
October 2012 »\/s/ Administration




Fee and Rental Rate Solutions

Have a sound current basis for all fees.

Consider regional market conditions.

Ensure there’s a benefit to the airport and
aviation.

Be aware of revenue diversion rules.

Good minimum standards are very useful!

Communicate changes with airfield tenants

AAND and SDAMA Fall Seminar :f?é 4%": Federal Aviation
October 2012 »\/s/ Administration




EXHIBIT #4: FEDERAL DEFINITION OF “FAIR AND REASONABLE”



Fair and Reasonable Price Determination [ACQuipedia] https://dap.dau.mil/acquipedia/Pages/ArticleDetails.aspx 7aid=1ae...
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Suggest Article

36,494 page views

Fair and Reasonable Price Determination s.e crnee

Primary Functional Area : Contracting

Defi I1 itiOl‘l [Suggest Change]

A fair and reasonable price determination is an assessment by the Government that an offeror’s
proposed price for a supply or service can be considered “fair and reasonable” on the basis of applying
one or more price analysis techniques. FAR Part 15 (Contracting by Negotiation) does not explicitly
define the term “fair and reasonable.” The concept of a fair and reasonable price has elsewhere been
described as the price that a prudent businessperson would pay for an item or service under
competitive market conditions, given a reasonable knowledge of the marketplace. Regardless of the
precise definition, the FAR clearly establishes the need for determining a price to be fair and reasonable
price before a Government contracting officer or ordering officer may award contracts or place orders.

-~ Contents
® Definition
e General Information/Narrative
e Defense Acquisition Guidebook, Policies, Directives,
Regulations, Laws

® Best Practices, Lessons Learned, Stories, Guides,
Handbooks, Templates, Examples, Tools

® Training Resources
o Communities
® Related Articles

General Information/Narrative suggest change

Background

Fair and reasonable price determinations are used for evaluating quotations, bids, and proposals for the
source selection decision. They are also used during sole-source negotiations. The policy of the U.S.
Government is to contract for supplies and services at fair and reasonable prices. While buyers in the
private sector are also interested in paying fair and reasonable prices, it is particularly important in
Government procurement because of the scrutiny that Congress and the general public places on
Government procurement. The Government is also interested in fair and reasonable price
determinations to promote a healthy and efficient competitive sourcing environment. The Federal
Acquisition Streamlining Act (FASA) of 1994 established a preference for the types of information used
to assess price reasonableness.

Techniques for Making a Fair and Reasonable Determination

FASA made submission of cost or pricing data the least preferred method of determining price
reasonableness. FAR 15.404-1(b)(2) lists seven price analysis techniques by which the Government
can make a fair and reasonable price determination.

1. Comparison of proposed prices received in response to the solicitation. Normally, adequate
price competition establishes price reasonableness. This is the most commonly used technique, as
the majority of Government procurement actions attract two or more offers that are competing
independently for award.

2. Comparison of previously proposed prices and previous Government and commercial
contract prices with current proposed prices for like items. Both the validity of the
comparison and the reasonableness of the previous price(s) must be established.

3. Use of parametric estimating methods/application of rough yardsticks to highlight
significant inconsistencies that warrant additional pricing inquiry. Comparing the proposed

1of2 8/23/14,10:14 AM



Fair and Reasonable Price Determination [ACQuipedia] https://dap.dau.mil/acquipedia/Pages/ArticleDetails.aspx 7aid=1ae...

price per square foot for a certain type of building construction against an established commercial
standard is an example of this technique.

4. Comparison with competitive published price lists, published market prices of
commodities, similar indexes, and discount or rebate arrangements. The Government may
be able to seek discounts from published price lists based on volume buying.

5. Comparison of proposed prices with independent Government cost estimates. A
contractor-developed cost estimate may not be used in lieu of a Government cost estimate.

6. Comparison of proposed prices with prices obtained through market research for the
same or similar items. Trade journals, newspapers, and economic indexes can provide useful
comparative information.

7. Analysis of pricing information provided by the offeror. This “catch-al
information that does not fall into the other categories.

|II

category includes

The FAR identifies the first two techniques above as the preferred methods. However, if there is a lack
of adequate price competition (first technique) or the contracting officer determines that information on
previous contract prices is insufficient to determine a price to be fair and reasonable (second
technique), the contracting officer must use one or more other techniques appropriate to the
circumstance. For example: In response to a solicitation for identical quantities of a standard item, the
Government receives three price quotes -- $450; $1,100, and $2,500. These prices are widely
dispersed and appear to bear little correlation to one another. As a result, the first method for making a
fair and reasonable determination would be inadequate. One or more other techniques (along with
additional information) would be needed.

Defense Acquisition Guidebook, Policies, Directives, Regulations, LawWs (suggest change;

FAR Subpart 15.4
DFARS PGI 215.4

Best Practices, Lessons Learned, Stories, Guides, Handbooks, Templates, Examples, Tools

[Suggest Change]

Contract Pricing Reference Guides
Battle, Johnny J. “Fair and Reasonable Price Justification: Judgment- or Market-Based?” Contract
Management (January 2008): 62-69.

Training Resources isuggest change;
CLC131, Commercial Item Pricing
Communities isuggest changes
Contract Cost, Price & Finance
Related Articles isuggest change;

Cost Analysis
Price Analysis

AttaCh mentS [Suggest Change]
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1. Use the menu above to browse the through a list of featured articles.
articles that have been previously

added to the ACQuipedia. In addition, ACQuipedia provides access to its content in other ways:
2. Search the ACQuipedia by typing = Search — returns results within ACQuipedia only
keywords from your suggestion = Functional Area indexes — Business, Contracting, Engineering & Technology, Life Cycle Logistics, and Program Management

into the text box at the top of this

(or any) page, and clicking the = A-to-Z Index — an alphabetical list of ALL articles

Search button. Use Cases
3. After all that, if you are sure your ACQuipedia provides the acquisition workforce with quick access to information in a succinct and digestible
tsr:’gr?esnon is notalready an article, ¢, .ot Article content aggregates the most relevant references and learning assets to narrowly focus
users and quickly provide high value information.
suggest an In addition, to users directly accessing content via the search and browse features of the ACQuipedia site,
ACQuipedia Article articles are linked to the Integrated Life Cycle Chart, PM e-Toolkit, Milestone Document Identification

(MDID), DoD Integrated Product Support Implementation Roadmap, and other tools and as a resource for
courses to supplement more indepth description and links to additional references.

Defense Acquisition Portal Login

. Concept of Operations

Logln @ Initially the articles contained in ACQuipedia will be created, updated and maintained collaboratively by
DAU subject matter experts within the five business field areas. In the future community members may
be invited to participate in the upkeep and currency of articles.

User Participation

Users may suggest new ACQuipedia article topics without logging into the site or by using their ACC
account. Clicking the Suggest an ACQuipedia Article button opens a form that allows a user to suggest
a candidate article. An editor will then review the suggestion before approving it and adding it to a list of
articles pending development and review.

DAU Help
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From: 36uHangarOwnersGroup <36uhangarownersgroup@boyaire.us>

To: AAB Chairman Mel McQuarrie <mel-crask@hotmail.com>; AAB Vice Chairman Dave Hansen <rv4us@prodigy.net>;
AAB Member Kari McFee <kari@wasatchwave.com>; AAB Member Jeff Mabbutt <jmabbutt@classicaviation.net>; AAB
Member Ron Phillips <rphillips@growlaw.com>; Councilor Heidi Franco <hfranco@ci.heber.ut.us>; Councilor Erik
Rowland <erowland@ci.heber.ut.us>

Sent: Tuesday, August 12, 2014 10:28 PM

Subject: Lease Terminology + Technical Committee / Work Group Composition

Dear Airport Advisory Board Members:

We sincerely ask for your attention to the following important items:

1. Technical Committee / Work Group Composition. Reference the enclosed results for the 36U Hangar
Owners Online Petition nominating the following Owners to participate in the Airport Board's end-of-lease

discussions for current leases: Lonnie Woodard (Hangar Row), Barry Hancock (Commercial Apron), Paul
Boyer (Daniel Non-reversionary), and Dale Stewart (Daniel Reversionary).

2. Lease Extensions vs. Lease Renewals. It is extremely important that all of us ensure we use accurate
terminology when discussing ground leases. Some people have used "extensions" and "renewals"
interchangeably, when in fact they are drastically different. Yes, it is true that FAA policy limits ground leases
to 50-years by totaling the initial leasing period plus all optional extensions within the lease. However, a lease
renewal is something very different and is not included in the FAA 50-year calculation for the original lease.

Renewal means just that—a NEW lease. Lease renewal occurs when the original lease is replaced by a
rewritten, updated, newly signed document, instead of holding the original lease in place as an extension
does. The FAA does not object to renewals, whether written for a new owner or for an existing owner, and
they do not count them in their original lease 50-year calculation.

A real life example exists at Fort Collins Loveland Municipal Airport (KFNL). Refer to the attached current
KFNL 40-year non-reversionary lease. Article 1.3 states: 1) The “Cities desire to offer Lessee an opportunity
to enter into a new lease for the Leased Premises ... upon the expiration” of the original 40-year lease, and 2)
The “Lessee may request that the Cities grant a new lease agreement.”

To date, only one KFNL non-reversionary ground lease has reached 40-years. At its expiration, KFNL
“renewed” the ground lease by granting a new 15-year non-reversionary lease to the owner. The FAA has
not objected to the combined 55-year total for the old lease and new lease, because the two leases are
separate legal documents and the renewal does not extend anything from the old lease.

3. Thank you. The 36U Hangar Owners extend our sincerest thank you to all of you, whether we have
agreed or disagreed with you over various issues during the past year. We know this has been a lengthy and
at times trying process and wholeheartedly appreciate your time and careful consideration of the many issues
that determined your individual opinions leading to your unanimous recommendation to the City Council last
winter that in turn lead to the Council's decision last Thursday that all future ground leases will be non-
reversionary.

We sincerely look forward as Partners in the Airport Community to continue our cordial collaborative working
relationship with all of you in working to make Russ McDonald Field the best little airport in the West in
providing value and benefits to the City, County, and their Citizens.

Best Regards,

The 36U Hangar Owners Group



I Ipetitions

YOUR YDICE COUNTS

This petition has collected
41 signatures

using the online tools at iPetitions.com

Printed on 2014-02-26

Page 1 of 6


http://www.ipetitions.com

Hangar Owner Nominations for the Heber Airport Board Work Group
About this petition

The 4-member volunteer Board for the 36U Hangar Owners Group nominates the following Owners
for the Airport Board Work Group that will explore end-of-ground-lease improvements for all Hangar
Owners. Please sign the petition to indicate your agreement, and add anyone else whom you want to
nominate by listing his or her name in the “Comments” box before you sign the petition.

The Board nominates:

- Lonnie Woodard (Hangar Row)

- Barry Hancock (Commercial Apron)

- Paul Boyer (Daniel Non-reversionary)
- Dale Stewart (Daniel Reversionary)

Thank you for taking time to sign and participate.
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Signatures

1. Name: Paul Boyer on 2014-02-17 23:41:31
Comments:
2. Name: george mcpheeters  on 2014-02-18 00:40:36

Comments: | support the board's nominees

3. Name: Andrew Levy on 2014-02-18 00:44:56
Comments: | support the nominees

4. Name: Peter zaccagnino  on 2014-02-18 00:47:29
Comments:

5. Name: Warren Stadler on 2014-02-18 01:19:58
Comments:

6. Name: Jeff Maling on 2014-02-18 01:28:37
Comments:

7. Name: Jon Olch on 2014-02-18 01:30:50
Comments:

8. Name: David Wichmann on 2014-02-18 01:52:31

Comments: Property Taxes will go to ZERO as the rivisionary leases approach expiration
. not good for the city ... convert all leases to NON-reversion to benifit all parties

9. Name: Gary Diehl  on 2014-02-18 18:24:20
Comments:
10. Name: Barry Hancock on 2014-02-18 21:09:13

Comments: | support Dale Stewart, Lonnie Woodard and Paul Boyer. | am flattered to be
nominated and will be happy to serve if appointed.

11. Name: Dave Brown on 2014-02-18 23:26:58
Comments: Gary Diehl

12. Name: Troy Cobb  on 2014-02-19 14:37:54
Comments: I'll go along with board's nominations

13. Name: earl polenz  on 2014-02-19 14:53:04
Comments: | agree to the four nominations
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14. Name: David Rossi  on 2014-02-19 15:30:21
Comments:

15. Name: Russell Werner on 2014-02-19 16:16:52
Comments: russ@wernerworld.com

16. Name: Lonnie Woodard on 2014-02-20 05:48:20
Comments:

17. Name: Michael Blanchard on 2014-02-20 05:56:13
Comments:

18. Name: Steve Urry  on 2014-02-20 14:10:13
Comments:

19. Name: Christopher Gerry Hall on 2014-02-20 16:58:26
Comments:

20. Name: Don Craig on 2014-02-20 17:24:55
Comments: Paul Boyer

21. Name: Stephen R Kennedy on 2014-02-20 19:59:22
Comments: Lonnie Woodward Barry Hancock Paul Boyer Dale Stewart

22. Name: George Murdock  on 2014-02-20 22:34:34
Comments:

23. Name: greg grani  on 2014-02-20 22:38:04
Comments: Own hanger

24. Name: Tom Meecham on 2014-02-21 01:22:33
Comments: Hangar 6

25. Name: Barbara Black on 2014-02-21 01:24:52
Comments:

26. Name: Robert Shay on 2014-02-21 01:32:32
Comments: Paul Boyer

27. Name: Bruce Kirchenheiter on 2014-02-21 02:45:26

Comments: brucekirch50@gmail.com
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28. Name: Russ Coburn on 2014-02-21 03:46:02
Comments:

29. Name: Mauro C. Dal Canto on 2014-02-21 05:37:13
Comments: Jim Church

30. Name: Dale Stewart on 2014-02-21 05:43:37
Comments:

31. Name: Floyd English  on 2014-02-21 15:46:00
Comments: Dale Stewart

32. Name: Rusty Martz  on 2014-02-21 16:16:49
Comments:

33. Name: Karl Paulsen on 2014-02-21 16:20:22
Comments:

34. Name: karen bassett on 2014-02-21 16:41:11
Comments:

35. Name: Hans Fuegi on 2014-02-21 16:49:32
Comments:

36. Name: Lynn Leavitt on 2014-02-23 00:05:21
Comments: Lonnie Woodard

37. Name: Robert Werra on 2014-02-23 04:17:42
Comments:

38. Name: Ron Blue on 2014-02-24 02:34:42
Comments:

39. Name: Tom Vayda on 2014-02-24 05:37:58
Comments:

40. Name: Evelyn saunders on 2014-02-24 17:25:41
Comments:

41. Name: Lynn Vaughan on 2014-02-25 12:48:53

Comments:
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HANGAR GROUND LEASE AGREEMENT

CITIES OF LOVELAND AND FORT COLLINS,
COLORADO,
AND

DATED

Form Approved by FNL Airport Steering Committee June 10, 2009
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LEASE AGREEMENT-

THIS HANGAR GROUND LEASE AGREEMENT, made and entered into this day of

, , by and between the CITY OF LOVELAND, COLORADO, a municipal corporation
and the CITY OF FORT COLLINS, COLORADO, a municipal corporation, hereinafter called
"Cities," and , hereinafter called "Lessee."

WITNESSETH:

WHEREAS, the Cities own and operate an airport known as the Fort Collins-Loveland
Municipal Airport located in Larimer County, Colorado, including the real property upon which the same
is located, (hereinafter, the "Airport"); and

WHEREAS, the Cities and Lessee are mutually desirous of entering into a Lease Agreement
(hereinafter, the "Agreement") for the use and occupancy of certain areas at the Airport; and

WHEREAS, the Cities desire to accommodate, promote and enhance general aviation at the
Airport and Lessee desires to be assured of the Airport's continued availability as a base for aircraft; and

WHEREAS, the Cities and Lessee have reached an understanding in principle, which envisions
Lessee's construction of a hangar building or buildings, without cost to the Cities.

NOW, THEREFORE, in consideration of the premises and of the rents, covenants and
conditions herein contained, the Cities do hereby lease to Lessee the area(s) of the Airport described in
Article 2 hereof, hereinafter referred to as the "Leased Premises,”" during the term hereof and pursuant to
the conditions hereinafter set forth.

ARTICLE 1: TERM: OPTIONS: RIGHT OF FIRST REFUSAL

1.1 The initial term of this Agreement shall commence at 12:01 a.m. on ,200 ,
and expire at 11:59 p.m. on , 20 , a duration of twenty-five (25) years, hereinafter the
“Initial Term,” unless sooner terminated in accordance with the provisions hereof.

1.2 Subject to the conditions set forth herein, Lessee shall have the option to extend the term
of this Agreement for three (3) additional periods of five (5) years each, hereinafter the "Extended
Term(s)," provided Lessee is not in default in the payment of any rent or in default in any other
provisions of this Agreement at the time of its exercise of any such option. Lessee may exercise each
option by giving written notice to the Cities not more than eighteen (18) months, nor less than six (6)
months prior to the expiration of the Initial Term or the then-current Extended Term, of Lessee’s intent to
exercise its option to extend. With the exception of rentals due, as set forth in Section 4.1, below, the terms
and conditions applicable during the Initial Term of this Agreement shall remain applicable during any
Extended Term. The rent escalation shall continue throughout the Initial Term and any Extended Term as
provided in Article 4 hereof.

1.3 The Cities desire to offer Lessee an opportunity to enter into a new lease for the Leased
Premises on the terms set forth in this Article 1.3 upon the expiration of the last of the three (3) Extended
Terms described in Article 1.2 above, should they be exercised by Lessee. If Lessee desires to continue
occupying the Leased Premises after the expiration of all three (3) Extended Terms, Lessee may request
that the Cities grant a new lease agreement. Such a request shall be made by Lessee in writing and
delivered to the Cities not later than one hundred twenty (120) days prior to the expiration of the last
Extended Term. If: (i) if Lessee is not then in default under any provision of this Agreement; and (ii) the
Cities in their discretion wish to offer to lease the Leased Premises to hangar tenants or an association of
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hangar tenants; and (iii) such a new lease would be consistent with the Airport’s master plan then in effect
and any and all federal rules, regulations, directives, guidelines or other obligations with respect to
Airport, including but not limited to the “grant assurances” to the FAA ; then the Cities may, in their sole
discretion, offer Lessee a new lease of the Leased Premises, under such terms and conditions, including
rental rates and duration of the lease term and on the then-current lease form being offered by the Cities.

ARTICLE 2: LEASED PREMISES

2.1 The Leased Premises consist of the parcel of land described in Exhibit "A," attached
hereto and made a part hereof. Without limiting the foregoing, the Cities acknowledges that the Hangars
(as defined below) to be constructed upon the leased premises shall, during the term of this Agreement, be
and remain the property of Lessee or any successor in interest.

ARTICLE 3: USE OF LEASED PREMISES

3.1 Lessee shall use and occupy the Leased Premises for the following purposes and for no
other purpose whatsoever unless approved in writing by Cities:

3.1.1 For the construction, installation, maintenance and operation of a hangar building
or buildings (the “Hangars”) to be used for the parking, storage, servicing, repair, maintenance,
modification, and construction of aircraft owned or operated by Lessee. Lessee’s use of the
Leased Premises, including use for storage of aircraft owned by Unaffiliated Entities, shall be of a
non-commercial nature, unless a commercial use is approved by the Cities by a separate written
License. The foregoing shall not be construed as precluding the subleasing of space within
individual Hangar units to Unaffiliated Entities, so long as a License is obtained if required by the
Airport’s Minimum Standards then in effect. Any such License shall require compliance with
Minimum Standards for the Provision of Commercial Aeronautical Activities at the Airport (the
“Minimum Standards”), as they then exist or are thereafter adopted or amended by the Cities.
Any such commercial use must also be consistent with the City of Loveland, Colorado, building,
use and zoning regulations and requirements applicable to the Leased Premises. Lessee warrants
that all such aircraft based at the Leased Premises shall comply with noise standards established
under Part 36 of Title 14 of the Code of Federal Regulations, ("FAR 36") as amended from time
to time. The Leased Premises shall not be used for residential purposes.

3.1.2 The Cities make no representations, guarantees, or warranties that the Leased
Premises may be lawfully used for the purposes set forth in this Article 3.1. Lessee shall have the
sole responsibility of obtaining all applicable permits or other governmental approvals necessary
to use the Leased Premises as intended herein. This Agreement is expressly conditioned upon
Lessee obtaining all such permits and approvals, and the failure of Lessee to obtain any such
permits or approvals within eighteen (18) months of the commencement date set forth in Article
1.1, herein, or the failure of Lessee to maintain any such permits or approvals during the term of
this Agreement shall result in termination of this Agreement pursuant to Article 18, generally, and
to Article 18.9 specifically herein.

3.1.3 During the term of this Agreement, Lessee must regularly house at least one
airworthy aircraft or at least one aircraft that periodically may be in active stages of assembly or
reassembly in each Hangar, use each Hangar for the primary purpose of aircraft storage, and each
Hangar shall be used for Aeronautical Activities only, unless the prior written permission of the
Cities is first obtained. The term “Aeronautical Activities shall mean any activity or service that
involves, makes possible, facilitates, is related to, assists in, or is required for the operation of
aircraft, or which contributes to or is required for the safety of aircraft operations.

ARTICLE 4: RENT



4.1 Lessee agrees to pay to the Cities during the Initial Term hereof an annual rent of

§. per square foot for the square feet of the Leased Premises (including the building
footprint, ramp, and area surrounding the building footprint, as set forth in Exhibit A), for a total of
(% ) per year, subject to adjustment pursuant to Section 4.2, below. Notwithstanding the foregoing,

and in recognition of the fact that it may take Lessee a period of time to construct the Hangars described
in Paragraph 4.4, Lessee’s rent payment for the first three months of the first year of this Agreement and
excluding any Extended Term shall be waived. If Lessee exercises any option to extend the term of this
Agreement under Section 1.2, above, annual rental per square foot for the first year of such Extended
Term shall be the greater of (a) the rental determined under Section 4.2 below, as if the Initial Term had
continued throughout such Extended Term, or (b) the then current market rates for hangar ground leases
at comparable airports in the Front Range area, which shall be deemed to include the Denver Metro Area
north through Cheyenne. Cities and Lessee agree to use their best efforts to agree on then current market
rates, and execute a Lease Extension Agreement, within ninety (90) days after Lessee’s written notice of
election is received by the Cities. If the Cities and Lessee cannot agree upon the rental rates, the parties
agree to submit the question to arbitration before the Judicial Arbiter Group of Denver, Colorado, or if it no
longer exists a similar organization, and such arbitration shall be heard before a single arbitrator, who shall
fix and determine the rent to be paid by Lessee for the first year of the ensuing Extended Term; provided,
however, that such rent shall never be lower than the rental which would be due by application of subsection
(a), above. Lessee and the Cities shall each pay fifty percent (50%) of the arbitrator cost.

4.2 Commencing on May 1* next occurring after the date of this Agreement, and on May 1*
in each year thereafter during the remainder of the Initial Term, the annual rent shall be adjusted by
multiplying the annual rent payable in the next preceding year by a fraction, the numerator of which shall
be the C.P.IL., as hereinafter defined, published for the previous month of December and the denominator
of which shall be the C.P.I. published for the month of December which preceded the month used as the
numerator. In no event shall the annual rent be reduced from that payable in a previous year. If this
Agreement is executed after January 1%, such C.P.I. increase for the calendar year in which this
Agreement is executed shall be prorated. If Lessee elects to exercise its option for any Extended Term,
and accordingly, the rental for the first year of such Extended Term has been set on the basis of current
market rates, then rental for any subsequent year of such Extended Term shall be adjusted in accordance
with the C.P.I formula set forth in this section above.

4.2.1 The term "C.P.L." as used herein shall mean the Consumer Price Index for all
Urban Consumers, all items, Selected Large Cities, for the Denver/Boulder Area as published by
the Bureau of Labor Statistics of the United States Department of Labor, 1982-84 base = 100. In
the event the base year is changed, the C.P.1. shall be converted to the equivalent of the base year
1982-84 = 100. In the event the Bureau of Labor Statistics ceases to use the C.P.1., or this index,
an equivalent or comparable economic index will be used.

4.3 The annual rent payable hereunder may be paid in advance in annual installments, or
shall be paid in equal monthly installments on the first day of each month in advance at the office of the
Airport Manager or at such other office as may be directed in writing by the Cities. Payments due to the
Cities under this Agreement shall be paid without offset. In addition to any other remedies provided in
this Agreement, in the event that any rental, fee or charge set forth in this Agreement is not paid to the
Cities within ten days of the date due, Lessee agrees to pay a late charge of $50.00 for each such late
payment, and default interest shall accrue on such payment from the date the payment was due, at a rate
of twelve percent (12%) per annum. If any action is brought to collect any amounts due under this
Agreement, the prevailing party shall be entitled to recover its reasonable attorney fees and costs incurred.

4.4 Lessee, as additional rent, shall complete construction of Hangars and related
Improvements on the Leased Premises, in accordance with plans and specifications approved by the
Cities. The Hangars shall, collectively, be at least a total of square feet in size and shall have a
concrete or asphalt floor, with each Hangar to have at least one aircraft access door sized to accommodate
an average private aircraft. Lessee shall use commercially reasonable and diligent efforts to complete
construction of the Hangars and other such Improvements within the earlier of eighteen (18) months of
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the Cities' approval thereof or within two years from the date of this Agreement. If Lessee fails to
construct the Hangars and other such Improvements in accordance with the provisions of this section, and
such failure to construct is caused by force majeure or improper action of the Cities, then this Agreement
may be cancelled by Lessee upon thirty (30) days notice to the Cities, in which event and as of the date of
such cancellation, Lessee shall be released from any further obligations under this Agreement.

4.5 Lessee, as additional rent, shall construct and maintain a paved aircraft ramp area on the
Leased Premises (the “Ramp.”). The Ramp must be designed and built to specifications, and for a
minimum weight bearing capacity, established by the Cities, built to the full width of the Leased
Premises, and to connect with adjacent taxiway, ramp and/or auto parking areas, in order that a
continuous and safe pavement section results. If access to the Leased Premises is not available on
existing taxiways and/or roadways, then Lessee may also be required to construct the same pursuant to
Article 7.1.1, below. It is the responsibility of Lessee to maintain the entire Ramp area, and all other
pavement arecas on the Leased Premises, in a manner, which is safe and clean of debris so as not to cause
danger or unsafe conditions for taxiing aircraft and Airport users. Notwithstanding the foregoing, the
Cities shall be responsible for snow removal on the aircraft Ramp area excluding any parking and side
lots and excluding any area within three feet (3°) of any Hangar; provided, however, that priority of snow
removal shall be in accordance with the Cities’ Snow Removal Plan as it now exists or as it may be
amended in the Cities’ sole discretion. Lessee grants to users of the Airport the right to use aircraft Ramp
areas on the Leased Premises from time to time for passage of aircraft on and near the adjacent taxiway.
The construction time and default provisions of subsection 4.4 shall be applicable to the Ramp described
in this subsection.

4.6 Subject to the provisions of Article 10, below, Lessee shall keep the Leased Premises,
and the Hangar, Ramp and any and all structures constructed by Lessee on the Leased Premises
(collectively, the “Improvements” hereinafter), free and clear of any liens and encumbrances, except as
contemplated by Article 10, below, or unless expressly approved in writing by the Cities, and shall
indemnify, hold harmless and defend the Cities from any liens and encumbrances arising out of any work
performed or materials furnished by or at the direction of Lessee. In the event any lien is filed, Lessee
shall do all acts necessary to discharge any lien within ten (10) days of filing, or if Lessee desires to
contest any lien, then Lessee shall deposit with the Cities such security as the Cities shall reasonably
demand to insure the payment of the lien claim. In the event Lessee shall fail to pay any lien claim when
due or shall fail to deposit the security with the Cities, then the Cities shall have the right to expend all
sums necessary to discharge the lien claim, and Lessee shall pay the Cities, as additional rental when the
next rental payment is due, all sums expended by the Cities in discharging any lien, including reasonable
attorneys’ fees and costs, and interest at twelve percent (12%) on the sums expended by the Cities from
the date of expenditure to the date of payment by Lessee.

4.7 Lessee agrees to comply with Minimum Standards adopted by the Cities for the Airport,
as they now exist or as they may hereafter be adopted or amended. Fees due under such Minimum
Standards or pursuant to any License issued for commercial activities conducted in whole or part on the
Leased Premises, may be collected by the Cities as additional rent under this Agreement, in addition to
any other remedies available to the Cities."

ARTICLE 5: ACCEPTANCE, CARE, MAINTENANCE, IMPROVEMENTS AND REPAIR

5.1 Lessee acknowledges that it has inspected the Leased Premises, conducted such studies
and tests thereof (including environmental tests) as it deems necessary, and accepts possession of the
Leased Premises "as is" in its present condition, and, subject to all limitations imposed upon the use
thereof by the rules and regulations of the Federal Aviation Administration, the rules and regulations of
the Airport, and by ordinances of the Cities, admits its suitableness and sufficiency for the uses permitted
hereunder. The Cities represent to Lessee that, to their knowledge, the Leased Premises are free of any
adverse environmental conditions and no part of the Leased Premises lies in a flood hazard area or
constitutes a fresh water wetland, nor is any part of the Leased Premises within one hundred feet (100”)
feet of a fresh water wetland. Except as may otherwise be provided for herein, the Cities shall not be
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required to maintain nor to make any improvements, repairs or restoration upon or to the Leased Premises
or to any of the improvements presently located thereon or placed thereon by Lessee.

5.2 Except as provided in Section 4.5, above, Lessee shall, throughout the term of this
Agreement, assume the entire responsibility, cost and expense, for all repair and maintenance whatsoever
on the Leased Premises and all Improvements thereon in a good workmanlike manner, whether such
repair or maintenance be ordinary or extraordinary, structural or otherwise. Additionally, Lessee, without
limiting the generality hereof, shall:

5.2.1 Keep at all times, in a clean and orderly condition and appearance, the Leased
Premises, all Improvements thereon and all of Lessee's fixtures, equipment and personal property
which are located on any part of the Leased Premises. Lessee shall not park or leave, or allow to
be parked, aircraft on the taxiways, ramps or pavement adjacent to any Hangar in a manner which
unduly interferes with or obstructs access to other hangars or movement on adjacent taxiways.

5.2.2 Provide and maintain on the Leased Premises all obstruction lights and similar
devices, and safety equipment required by law.

5.2.3 Take measures to prevent erosion, including but not limited to, the planting and
replanting of grasses with respect to all portions of the Leased Premises not paved or built upon,
if any, and in particular shall plant, maintain and replant any landscaped areas.

5.2.4 Be responsible for the maintenance and repair of all utility services lines placed
on the Leased Premises and used by Lessee exclusively, including, but not limited to, water lines,
gas lines, electrical power and telephone conduits and lines, sanitary sewers and storm sewers.

5.2.5 In the event Lessee discovers any hazardous material on the Leased Premises, it
will promptly notify the Cities in writing.

5.2.6 If extraordinary repairs or maintenance to the Improvements are required during
the last five years of the Initial Term or any Extended Term of this Agreement, Lessee may elect
not to repair and/or maintain the Improvements, by giving the Cities written notice of its election.
In such case, Cities shall have the option of requiring Lessee to either (a) clear the site, remove all
debris and paving, stub up all utilities, and restore the site to its original cleared condition prior to
commencement of construction; or (b) transfer title to the Improvements to the Cities, as is. Upon
Lessee's election and compliance with this section, the Cities shall terminate this Agreement and
relieve Lessee of all future rental obligations hereunder.

5.3 Plans and specifications for each of the Improvements and all repairs (other than
emergency repairs), construction, alterations, modifications, additions or replacements to the
Improvements, including those made to any paving upon the Leased Premises, excluding non-structural
repairs, construction, alterations, modifications, additions or replacements costing less than ten thousand
dollars ($10,000.00) shall be submitted to the Cities for approval, which approval shall not be
unreasonably denied, providing the plans and specifications comply with the provisions of this
Agreement, the Airport’s design standards, if any, as well as all applicable building, use and zoning
regulations. Submittal of the above described Plans and Specifications shall also include a site plan,
drainage plan, and building plan for the initial project development. The site plan shall show the location
of all Improvements on the Leased Premises, including the Hangars, pavements, utilities and location of
the Hangars on the site. The drainage plan must show how drainage will be handled and be approved by
the Airport Manager prior to a building permit being issued by the City of Loveland. Lessee shall
reimburse the Cities for all costs incurred for providing a legal survey and legal description of the Leased
Premises and for a proportional share of any costs to bring road access and utilities to the Leased
Premises, should the Cities agree to do so. Prior to the commencement of any construction of the
Improvements Lessee shall have the Leased Premises staked by a certified surveying company to ensure
all Improvements are place accurately on the Leased Premises. Within ninety (90) days of the certificate
of occupancy being received, Lessee shall submit to the Airport Manager a full set of as-built record
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drawings of the Improvements, which among other things, depicts exact locations of all Improvements,
including utilities, made on and/or off of the Leased Premises.

ARTICLE 6: ADDITIONAL OBLIGATIONS OF LESSEE

6.1 Lessee shall conduct its operations hereunder in an orderly and proper manner,
considering the nature of such operations, so as not to unreasonably annoy, disturb, endanger or be
offensive to others.

6.2 Further, Lessee shall take all reasonable measures:

6.2.1 To reduce to a practicable minimum vibrations tending to damage any
equipment, structure, buildings or portions of buildings.

6.2.2 Not to produce or allow to be produced on the Airport through the operation of
machinery or equipment any electrical, electronic or other disturbances that interfere with the
operation by the Cities or the Federal Aviation Administration of air navigational, communication
or flight equipment on the Airport or on aircraft using the Airport, or with ground transportation
communications.

6.3 Lessee shall comply with all federal, state and municipal laws, ordinances, rules,
regulations and requirements, the Airport’s Minimum Standards, Airport security rules and regulations,
and other Airport rules and regulations, as they now exist or may hereafter be amended or promulgated,
and the terms of this Agreement, applicable to the Leased Premises and the Improvements thereon and its
operations and activities at the Airport hereunder.

6.4 Lessee shall commit no nuisance, waste or injury on the Leased Premises, and shall not
do, or permit to be done, anything that may result in the creation, commission or maintenance of such
nuisance, waste or injury on the Leased Premises.

6.5 Lessee shall not do, nor permit to be done, anything which may interfere with the
effectiveness or accessibility of the drainage system, sewerage system, fire protection system, sprinkler
system, alarm system and fire hydrants and hoses, if any, installed or located on the Leased Premises.

6.6 Lessee shall take measures to insure security in compliance with Federal Aviation
Administration Regulations and the Airport Security Plan, as they now exist or may hereafter be amended
or promulgated.

6.7 Lessee shall not do, nor permit to be done, any act or thing which will invalidate or
conflict with any fire insurance policies or regulations applicable to the Leased Premises or any part
thereof; or other contiguous premises at the Airport.

6.8 Lessee shall not install, maintain, operate or permit the installation, maintenance or
operation of any restaurant, kitchen, stand or other establishment of any type for the sale of food or of any
vending machines or device designed to dispense or sell merchandise or services of any kind to the
general public, unless all required development approvals and permits for that activity are first obtained
from the Cities.

6.9 Except for uses permitted under Article 3 hereof to be performed by Lessee, Lessee shall
not provide or allow to be provided aircraft maintenance work, flight instruction of any sort, air taxi,
aircraft charter or aircraft leasing of any sort on the Leased Premises, for commercial purposes, without
all required development approvals, and a License from the Cities if and as required by the Airport’s
Minimum Standards then in effect.

6.10  Lessee will conduct its operations in such a manner as to keep the noise produced by
aircraft engines and component parts thereof, and any other noise, to a minimum, by such methods as are
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practicable, considering the extent and type of the operations of Lessee and the limitations of federal law.
In addition, Lessee will employ the maximum amount of noise arresting and noise reducing devices that
are available and economically practicable, considering the extent of their operations, but in no event less
than those devices required by federal, state or local law. In its use of the Leased Premises, Lessee shall
take all possible care, exercise caution and use commercially reasonable efforts to minimize prop or jet
blast interference and prevent jet blast damage to aircraft operating on taxiways and to buildings,
structures and roadways, now located on or which in the future may be located on areas adjacent to the
Leased Premises. In the event the Cities determine that Lessee has not curbed the prop or jet blast
interference and/or damage, Lessee hereby covenants and agrees to erect and maintain at its own expense
such structure or structures as may be necessary to prevent prop or jet blast interference, subject,
however, to the prior written approval of the Cities as to type, manner and method of construction.

6.11 Following the completion of construction of the Hangars, Lessee shall not store nor
permit the storage of disabled aircraft or any equipment or materials outside of the Hangars constructed
on the Leased Premises, without the written approval of the Cities.

6.12  On forms and at the frequency prescribed by the Airport Manager, and with respect to
each aircraft stored on the Leased Premises, Lessee shall provide the Cities with the (a) make and model
(b) N-number and (3) identity and address of the registered owner. This requirement shall apply to
aircraft whether owned by Lessee or another party, and regardless of whether its storage is subject to the
Minimum Standards.

ARTICLE 7: INGRESS AND EGRESS

7.1 Lessee shall have the right of ingress and egress between the Leased Premises and the
public landing areas at the Airport by means of connecting taxiways; and between the Leased Premises
and the entrance(s) to the Airport by means of connecting paved roads. Lessee shall have the right to use
the public runways and public aviation aids at all times during which they are open to the public. Such
rights of ingress, egress and use shall be in common with others having rights of use and passage thereon.

7.1.1 If, at the time of entering into this Agreement, access to the Leased Premises is
not available on existing taxiways and/or roadways, then such taxiways and/or roadways
necessary for Lessee’s use and occupancy shall be constructed at the sole expense of Lessee, in
accordance with construction specifications and design criteria approved by the Cities for the uses
contemplated by Lessee. There shall be no consideration made on the part of the Cities for the
cost of these improvements. Upon completion of construction, Lessee shall certify that the
taxiways and/or roadways so constructed have been built to such specifications and criteria, and
those portions of any such taxiways and/or roads located off the Leased Premises shall be
conveyed and dedicated to the Cities, which shall accept them for maintenance. Upon such
conveyance and dedication, Lessee shall warrant that the same shall be free of defects in materials
and workmanship for a period of not less than two (2) years after the date of such conveyance and
dedication. Such warranty shall be backed by a warranty bond or another form of security
instrument, satisfactory to the Cities in their sole discretion, in the amount of not less than fifteen-
percent (15%) of the construction cost of the improvements warranted.

7.2 The use of any such roadways or taxiways shall be subject to the Rules and Regulations
of the Airport, which are now in effect or which may hereafter be promulgated, and subject to temporary
closure, provided, however, that any closure shall be only for reasonably necessary or unique
circumstances, and provided that fourteen (14) days prior written notice will be given to Lessee relevant
to any closure, unless such closure is necessary due to emergency. Lessee, for itself and its authorized
subtenants, hereby releases and discharges the Cities, their officers, employees and agents, and all their
respective successors and assigns, of and from any and all claims, demands, or causes of action which
Lessee or its authorized subtenants may now or at any time hereafter have against any of the foregoing,
arising or alleged to arise out of the closing of any street, roadway or other area, provided that other
reasonable means of access to the Leased Premises remain available to Lessee without cost to Lessee,
unless otherwise mandated by emergency safety considerations or lawful exercise of the police power.
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Lessee shall not do or permit anything to be done which will interfere with the free access and passage of
others to space adjacent to the Leased Premises or in any streets or roadways on the Airport.

ARTICLE 8: INSURANCE, DAMAGE OR DESTRUCTION

8.1 Lessee, at its sole cost and expense, shall procure and maintain throughout the term of
this Agreement insurance protection for all risk coverage on the Improvements which are part of the
Leased Premises, to the extent of one hundred percent (100%) of the actual replacement cost thereof.
Such insurance shall be written by insurers acceptable to Cities. The insurance shall provide for ten (10)
days notice of cancellation or material change, by certified mail, return receipt requested, to the Cities,
Attention: Airport Manager.

8.1.1 The above stated property insurance shall be for the benefit and to safeguard the
interests of the Cities and Lessee.

8.1.2 Lessee shall settle all losses with the insurance carrier. Lessee shall consult with
the Cities and use its best efforts to obtain a settlement that covers the cost of repairing or
rebuilding the Improvements.

8.1.3 Lessee shall provide certificates of insurance, in a form acceptable to the Cities
and marked "premium paid" evidencing existence of all insurance required to be maintained prior
to occupancy of the Improvements. Upon the failure of Lessee to maintain such insurance as
above provided, the Cities, at their option, may take out such insurance and charge the cost
thereof to Lessee, which shall be payable on demand, or may give notice of default hereunder
pursuant to Article 18 hereof.

8.2 In the event the Improvements and any subsequent improvements, insurable or
uninsurable, on the Leased Premises are damaged or destroyed to the extent that they are unusable by
Lessee for the purposes for which they were used prior to such damage, or same are destroyed, Lessee
shall promptly repair and reconstruct the Improvements substantially as they were immediately prior to
such casualty or in a new or modified design, subject to the provisions of Article 5 hereof and applicable
building codes and Airport design standards, if any, existing at the time of repairing or rebuilding. If the
aforesaid damage or destruction occurs in the last five years of the Initial term or any option term of this
Agreement, Lessee may elect not to repair and reconstruct the Improvements, subject to the following
terms and conditions:

8.2.1 Lessee shall give the Cities written notice of its election not to repair and
reconstruct the Improvements within ninety (90) days of the date upon which the Improvements
were damaged or destroyed. Is such case, and Cities shall have the option of either:

8.2.1.1 Requiring Lessee to clear the site, remove all debris and paving, stub up all
utilities, and restore the site to its original cleared condition prior to commencement of
construction; in which case Lessee shall retain all insurance proceeds above those
necessary to fund such site restoration; or

8.2.1.2 Taking title to the damaged Improvements, as is, in which case Lessee shall
assign to and the Cities shall retain all insurance coverage and proceeds.

8.2.3 Upon Lessee's notice under Section 8.2.1 hereof and Lessee's compliance with
the provisions of Sections 8.2.1.1 or 8.2.1.2 hereof, the Cities shall terminate this Agreement and
relieve Lessee of all future rental obligations hereunder.



8.3 All policies of insurance required herein shall name the Cities as additional insureds.

8.4 Whenever in this Agreement, provision is made for the carrying of any insurance, it shall
be deemed that such provision is complied with if such insurance otherwise complying with such
provision is carried under a blanket policy or policies covering the Leased Premises as well as other
properties.

8.5 Lessee shall not violate, or permit to be violated, any of the conditions of any of the said
policies; and shall perform and satisfy, or cause to be satisfied, the requirements of the companies writing

such policies.

ARTICLE 9: LIABILITIES AND INDEMNITIES

9.1 The Cities shall not in any way be liable for any cost, liability, damage or injury
including cost of suit and expenses of legal services, claimed or recovered by any person whomsoever, or
occurring on the Leased Premises, or the Airport, or as a result of any operations, works, acts or
omissions performed on the Leased Premises, or the Airport, by Lessee, its agents, servants, employees
or authorized tenants, or their guests or invitees. Lessee shall not in any way be liable for any cost,
liability, damage or injury including cost of suit and expenses of legal services, claimed or recovered by
any person whomsoever, or occurring on the Lease Premises, or the Airport, or as a result of any
operations, works, acts, or commission performed on the Lease Premises, or the Airport, solely by the
Cities, their agents, servants, employees or authorized tenants, or their guests or invitees.

9.2 Lessee agrees to indemnify, save and hold harmless, the Cities, their officers, agents,
servants and employees, of and from any and all costs, liability, damage and expense, including costs of
suit and reasonable expenses of legal services, claimed or recovered, justly or unjustly, falsely,
fraudulently or frivolously, by any person, firm or corporation by reason of injury to, or death of, any
person or persons, including Cities' personnel, and damage to, destruction or loss of use of any property,
including Cities' property, directly or indirectly arising from, or resulting from, any operations, works,
acts or omissions of Lessee, its agents, servants, employees, contractors, or authorized tenants. Upon the
filing with the Cities by anyone of a claim for damages arising out of incidents for which Lessee herein
agrees to indemnify and hold the Cities harmless, the Cities shall notify Lessee of such claim and in the
event that Lessee does not settle or compromise such claim, then Lessee shall undertake the legal defense
of such claim on behalf of Lessee and the Cities. It is specifically agreed, however, that the Cities at their
own cost and expense, may participate in the legal defense of any such claim. Any final judgment
rendered against the Cities for any cause for which Lessee is liable hereunder shall be conclusive against
Lessee as to liability and amount upon the expiration of the time for appeal.

9.3 Lessee shall procure and keep in force during the term of the Lease policies of
Comprehensive General Liability insurance insuring Lessee and the Cities against any liability for
personal injury, bodily injury, death, or property damage arising out of the subject of this Agreement with
a combined single limit of at least one million dollars or with a limit of not less than the maximum
amount that may be recovered against the Cities under the Colorado Governmental Immunity Act,
whichever is greater. No such policies shall be cancelable or subject to reduction in coverage limits or
other modification except after ten (10) days prior written notice to the Cities. The policies shall be for
the mutual and joint benefit and protection of Lessee and the Cities and such policies shall contain a
provision that the Cities, although named as an insured, shall nevertheless be entitled to recovery under
said policies for any loss occasioned to it, its servants, agents, citizens, and employees by reason of
negligence of Lessee. Lessee shall provide certificates of insurance, in a form acceptable to the Cities and
marked "premium paid" evidencing existence of all insurance required to be maintained prior to the
commencement of the Agreement.

9.4 Lessee represents that it is the owner of or fully authorized to use any and all services,
processes, machines, articles, marks, names or slogans used by it in its operations under or in anyway
connected with this Agreement. Lessee agrees to save and hold the Cities, their officers, employees,
agents and representatives free and harmless of and from any loss, liability, expense, suit or claim for
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damages in connection with any actual or alleged infringement of any patent, trademark or copyright, or
arising from any alleged or actual unfair competition or other similar claim arising out of the operations
of Lessee under or in any way connected with this Agreement.

ARTICLE 10: LEASEHOLD MORTGAGES

10.1  If Lessee shall execute a Leasehold Mortgage of its leasehold estate to an entity which is
not directly or indirectly owned or controlled by, or is not under common ownership or control with
Lessee (collectively, an “Unaffiliated Entity” hereafter), and if the holder of such Leasehold Mortgage
shall provide the Cities with notice of such Leasehold Mortgage together with a true copy of such
Leasehold Mortgage and the name and address of the Mortgagee, then following receipt of such notice by
the Cities, the provisions of this Article 10 shall apply in respect to such Leasehold Mortgage.

10.2  The term "Leasehold Mortgage" as used in this Agreement shall include, but not be
limited to, a mortgage, a deed of trust, a deed to secure debt, or other security instrument by which
Lessee's leasehold estate is mortgaged, conveyed, assigned, or otherwise transferred, to secure a debt or
other obligation, in connection with the construction contemplated by Articles 4.4 through 4.5, above.

10.3  The Cities, upon providing Lessee any notice of default under this Agreement or
termination of this Agreement, shall at the same time provide a copy of such notice to the Leasehold
Mortgagee by first class U.S. mail at the address specified in the notice given pursuant to Section 10.1,
above. Such Leasehold Mortgagee shall have the additional periods of time specified in Sections 10.4
hereof to remedy, commence remedying, or cause to be remedied the default or acts or omissions which
are specified in any such notice. The Cities shall accept such performance by or at the instigation of such
Leasehold Mortgagee as if the same had been done by Lessee.

10.4  Anything contained in this Agreement to the contrary notwithstanding, if any default
shall occur which entitles the Cities to terminate this Agreement, the Cities shall have no right to
terminate this Agreement unless, following the expiration of the period of time given Lessee to cure such
default or the act or omission which gave rise to such default, the Leasehold Mortgagee is given an
additional period of thirty (30) days to:

10.4.1 Notify the Cities of such Leasehold Mortgagee's desire to defeat such
Termination Notice; and

10.4.2 Pay or cause to be paid all rent, additional rent, and other payments then due and
in arrears as specified in the Termination Notice to such Leasehold Mortgagee and which may
become due during such thirty (30) day period; and

10.4.3 Comply with due diligence and continuity, or in good faith commence to and
with diligence continue to pursue compliance with all non-monetary requirements of this
Agreement then in default.

10.5 The making of a Leasehold Mortgage shall not be deemed to constitute an assignment or
transfer of this Agreement or of the leasehold estate hereby created, nor shall the Leasehold Mortgagee, as
such, be deemed to be an assignee or transferee of this Agreement or of the leasehold estate hereby
created so as to require such Leasehold Mortgagee, as such, to assume the performance of any of the
terms, covenants or conditions of this Agreement. Any Leasehold Mortgagee who takes an instrument of
assignment or transfer in lieu of the foreclosure of the Leasehold Mortgagee shall be deemed to be a
permitted assignee or transferee, and shall be deemed to have agreed to perform all of the terms,
covenants and conditions on the part of Lessee to be performed hereunder from and after the date of such
purchase and assignment, but only for so long as such purchaser or assignee is the owner of the leasehold
estate. If the Leasehold Mortgagee or its designee shall become holder of the leasehold estate and if the
Hangar and Improvements on the Leased Premises shall have been or become materially damaged on,
before or after the date of such purchase and assignment, the Leasehold Mortgagee or its designee shall be
obligated to repair, replace or reconstruct the building or other improvements.
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ARTICLE 11: RULES AND REGULATIONS

Lessee acknowledges that the Cities have proposed or adopted rules and regulations with respect
to the occupancy and use of the Airport, and such rules and regulations may be amended, supplemented
or re-enacted from time to time by the Cities provided that such rules and regulations apply generally to
all similar occupants and users on the Airport. Lessee agrees to observe and obey any and all such rules
and regulations and all other federal, state and municipal rules, regulations and laws and to require its
officers, agents, employees, subtenants, contractors, and suppliers, to observe and obey the same. In the
event of a conflict between the provisions of Airport Rules and Regulations and this Agreement, the more
stringent provisions shall control. This provision will include compliance with the Airport's Noise
Abatement Plan as it now exists and as it may hereafter be amended or supplemented. The Cities reserve
the right to deny access to the Airport and its facilities to any person, firm or corporation that fails or
refuses to obey and comply with such rules, regulations or laws. Nothing in this Article 11 shall be
construed to limit the rights of Lessee to file any action challenging the lawfulness of any such
amendment, supplement or reenactment of any such rule or regulations, or to challenge the application of
the same to Lessee.

ARTICLE 12: SIGNS

Lessee shall have the right to install and maintain one or more signs on the Leased Premises
identifying it and its operations, provided, however, the subject matter, type, design, number, location and
elevation of such signs, and whether lighted or unlighted, shall be subject to and in accordance with the
City of Loveland Sign Code, and Airport design standards, if any. No sign will be allowed that may be
confusing to aircraft pilots or automobile drivers or other traffic.

ARTICLE 13: ASSIGNMENT AND SUBLEASE

The prior written consent of the Cities shall be required for any sale, transfer, assignment or
sublease of this Agreement and of the leasehold estate hereby created. Consent may be withheld by the
Cities in the event (a) Lessee is in default of any of the terms or conditions of this Agreement, (b) the
transferee or assignee does not deliver to the Cities its written agreement to be bound by all of the
provisions of this Agreement in a form satisfactory to the Cities, or (c) the transferee or assignee does not
submit proof of insurance as required at Articles 8 and 9, herein. Consent shall not otherwise be
unreasonably withheld. Upon the granting of written consent by the Cities and actual transfer or
assignment, Lessee shall be released by the Cities from its obligations under this Agreement. Other than
in the manner set forth in paragraph 31 below, Lessee shall not subdivide or fractionalize either its
ownership of the Improvements or leasehold interest in the Leased Premises.

ARTICLE 14: CONDEMNATION

14.1 In the event that all or any portion of the Leased Premises is taken for any public or
quasi-public purpose by any lawful power or authority by the exercise of the right of appropriation,
condemnation or eminent domain (or pursuant to a sale to such power or authority under the threat of
condemnation or eminent domain), all rentals payable hereunder with respect to that portion of the Leased
Premises taken shall no longer be payable, and the proceeds, if any, from such taking or sale shall be
allocated between the Cities and Lessee in accordance with the applicable condemnation law, with Lessee
being entitled to compensation for the fair market value of the leasehold interest, Improvements and
personal property taken. If a portion of the Leased Premises is so taken or sold, and as a result thereof,
the remaining part cannot reasonably be used to continue the authorized uses set forth in Article 3 hereof,
then this Agreement shall terminate at Lessee’s election, and Lessee's obligation to pay rent and perform
the other conditions of the lease shall be deemed to have ceased as of the date of such taking or sale.

14.2  The Cities expressly reserve the right to grant or take easements on rights-of-way across
the Leased Premises if it is determined to be in the best interest of the Cities to do so. If the Cities grant
or take an easement or right-of-way across any of the Leased Premises, Lessee shall be entitled only to
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compensation for damages to all Improvements owned by Lessee destroyed or physically damaged
thereby, but not to damages for loss of use of the Leased Premises itself. Damages to improvements shall
be determined by the reduction in fair market value of the Improvements caused by said damage or cost
of repair, whichever is less.

14.3  Lessee understands and agrees that the Cities have the right to take all or any portion of
the Leased Premises, and any additions, alterations or improvements thereon, should the Cities, in their
sole discretion, determine that said portion of the Leased Premises, and improvements thereon, are
required for other Airport purposes, without initiating condemnation proceedings. If such action is taken,
the Cities shall substitute comparable areas within the Airport, or any additions or extensions thereof,
brought to the same level of improvement as the area taken. The Cities shall bear all expenses of bringing
the substituted area to the same level of improvement to the area taken, and of moving Lessee's
improvements, equipment, furniture and fixtures to the substituted area. If any of Lessee's improvements,
equipment, furniture or fixtures cannot be relocated, the Cities shall replace, at their own expense, such
non-relocatable improvements and other property with comparable property in the substituted area, and
the Cities shall be deemed the owner of the non-relocated improvements and other property, free and
clear of all claims of any interest or title therein by Lessee, any mortgagee, or any other third party
whomsoever. It is the specific intent of this subparagraph that Lessee would be placed, to the extent
possible, in the same position it would have been, had the Cities not substituted new premises for the
Leased Premises; provided however, that the Cities shall not be obligated to reimburse Lessee for lost
revenues or other costs due to such substitution. In the event that such substitution of area is demanded
by the Cities, Lessee shall have the right and option to terminate this Agreement, prior to the Cities
commencing the substitution, upon thirty (30) days prior written notice to Cities, in which event the Cities
shall pay Lessee the fair market value of all Improvements constructed on the Leased Premises pursuant
to approval of the Cities. Nothing in this subparagraph shall be construed to limit the Cities' rights to
condemn Lessee's leasehold rights and interests in the Leased Premises pursuant to state law.

ARTICLE 15: NON-DISCRIMINATION

15.1  Lessee, for itself, its heirs, personal representatives, successors in interest, and assigns, as
a part of the consideration hereof, does hereby covenant and agree as a covenant running with the land
that in the event facilities are constructed, maintained, or otherwise operated on the Leased Premises, for
a purpose for which a United States government program or activity is extended, Lessee shall maintain
and operate such facilities and services in compliance with all other requirements imposed 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.

15.2  Lessee, for itself, its personal representatives, successors in interest and assigns, as a part
of the consideration hereof, does hereby covenant and agree as a covenant running with the land that:

15.2.1 No person on the grounds of race, color, disability or national origin shall be
excluded from participating in, denied the benefits of, or be otherwise subjected to discrimination
in the use of the Leased Premises;

15.2.2 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, disability or national
origin shall be excluded from participation in, denied the benefits of, or otherwise be subjected to
discrimination;

15.2.3 That Lessee shall use the Leased 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.
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15.3 In this connection, the Cities reserve the right to take whatever action they might be
entitled by law to take in order to enforce this provision following the sixty (60) days prior written notice
to Lessee of any alleged violation. This provision is to be considered as a covenant on the part of Lessee,
a breach of which, continuing after notice by the Cities to cease and desist and after a determination that a
violation exists made in accordance with the procedures and appeals provided by law, will constitute a
material breach of this Agreement and will entitle the Cities, at their option, to exercise its right of
termination as provided for herein, or take any action that it deems necessary to enforce compliance
herewith.

15.4  Lessee shall include the foregoing provisions in every agreement or concession pursuant
to which any person or persons, other than Lessee, operates any facility at the Leased Premises providing
service to the public and shall include thereon a provision granting the Cities a right to take such action as
the United States may direct to enforce such covenant.

15.5 To the extent legally required and applicable, Lessee assures that it will undertake an
affirmative action program as required by 14 CFR, Part 152, Subpart E, to insure that no person shall on
the grounds of race, creed, color, national origin, disability or sex, be excluded from participation in any
employment activities covered in 14 CFR Part 152 Subpart E. Lessee assures that no person shall be
excluded on these grounds from participating in or receiving the services or benefits of any program or
activity covered by this subpart. Lessee assures that it will require that its covered suborganizations
provide assurances to Lessee that they similarly will undertake affirmative action program and that they
will require assurances from their suborganizations, to the extent required by 14 CFR Part 152, Subpart E,
to the same effect.

ARTICLE 16: GOVERNMENTAL REQUIREMENTS

16.1  Lessee shall procure all licenses, certificates, permits or other authorization from all
governmental authorities, if any, having jurisdiction over Lessee's operations at the Leased Premises
which may be necessary for Lessee's operations on the Airport.

16.2  Lessee shall pay all taxes, license, certification, permits and examination fees and excise
taxes which may be assessed, levied, exacted or imposed on the Leased Premises or operation hereunder
or on the gross receipts or gross income to Lessee there from, and shall make all applications, reports and
returns required in connection therewith.

16.3  Lessee shall pay all water, sewer, utility and other applicable use taxes and fees, arising
from its occupancy and use of the Leased Premises and/or the Improvements thereon.

ARTICLE 17: RIGHTS OF ENTRY RESERVED

17.1 The Cities, by their officers, employees, agents, representatives and contractors, shall
have the right at all reasonable times to enter upon the Leased Premises and enter the Improvements for
any and all purposes not inconsistent with this Agreement, including, without limitation, inspection and
environmental testing, provided such action by the Cities, their officers, employees, agents,
representatives and contractors does not unreasonably interfere with Lessee's use, occupancy or security
requirements of the Leased Premises. Except when necessary for reasons of public safety or law
enforcement, or for the protection of property, as determined by Cities, Cities shall provide seventy-two
(72) hours written notice of its intent to inspect.

17.2  Without limiting the generality of the foregoing, the Cities, by their officers, employees,
agents, representatives, contractors and furnishers of utilities and other services, shall have the right, at
their own cost and expense, whether for their own benefit, or for the benefit of others than Lessee at the
Airport, to maintain existing and future Airport mechanical, electrical and other utility systems and to
enter upon the easements in the Leased Premises to make such repairs, replacements or alterations
thereto, as may, in the opinion of the Cities, be deemed necessary or advisable, and from time to time to
construct or install over, in or under existing easements within the Leased Premises such systems or parts
13



thereof and in connection with such maintenance use the Leased Premises existing easements for access
to other parts of the Airport otherwise not conveniently accessible; provided, however, that in the exercise
of such rights of access, repair, alteration or new construction, the Cities shall not install a utility under or
through any building on the Leased Premises or unreasonably interfere with the actual use and occupancy
of the Leased Premises by Lessee, all such utilities to be placed within existing easements, except as
provided in Article 14, hereof. It is specifically understood and agreed that the reservation of the
aforesaid right by the Cities shall not impose or be construed to impose upon the Cities any obligation to
repair, replace or alter any utility service lines now or hereafter located on the Leased Premises for the
purpose of providing utility services only to the Leased Premises; provided, however, that if they repair,
replace or alter any utility service lines now or hereafter located on the Leased Premises for the purpose
of providing utility services to others, the Cities will restore the Leased Premises to their preexisting
condition in a timely manner. Lessee will provide for the installation, maintenance and repair, at its own
expense, of all service lines of utilities providing services only to the Leased Premises. Cities will repair,
replace and maintain all other utility lines, at Cities' expense.

17.3  In the event that any personal property of Lessee shall obstruct the access of the Cities,
their officers, employees, agents or contractors, or the utility company furnishing utility service over,
along and across the existing easements to any of the existing utility, mechanical, electrical and other
systems, and thus shall interfere with the inspection, maintenance or repair of any such system pursuant to
Section 17.2, Lessee shall move such property, as directed by the Cities or said utility company, upon
reasonable notice by the Cities, in order that access may be had to the system or part thereof for
inspection, maintenance or repair. If Lessee shall fail to so move such property after direction from the
Cities or said utility company to do so, the Cities or the utility company may move it, and Lessee hereby
waives any claim against the Cities for damages as a result there from, except for claims for damages
arising from the Cities' negligence.

ARTICLE 18: TERMINATION

18.1 In the event of a default on the part of Lessee in the payment of rents, the Cities shall give
written notice to Lessee and each holder of a Leasehold Mortgage, if any, of which it has been give notice
under Section 10.1, above, of such default, and demand the cancellation of this Agreement, or the
correction thereof. If, within sixty (60) days after the date the Cities give such notice, Lessee has not
corrected said default and paid the delinquent amount in full, then subject to Article 10, above the Cities
may, by written notice to Lessee and holder of a Leasehold Mortgage, terminate this Agreement.

18.2  Subject to the provisions of Article 18.1 above, this Agreement, together with all rights
and privileges granted in and to the Leased Premises, shall terminate at the option of the Cities with
prompt written notice to Lessee and holder of a Leasehold Mortgage upon the happening of any one or
more of the following events:

18.2.1 The filing by Lessee of a voluntary petition in bankruptcy, or any assignment for
benefit of creditors of all or any part of Lessee's assets; or

18.2.2 Any institution of proceedings in bankruptcy against Lessee; provided, however,
that Lessee may defeat such termination if the petition is dismissed within one hundred twenty
(120) days after the institution thereof; or

18.2.3 The filing of a petition requesting a court to take jurisdiction of Lessee or its
assets under the provision of any Federal reorganization act which, if it is an involuntary petition
is not dismissed within one hundred twenty (120) days after its being filed; or

18.2.4 The filing of a request for the appointment of a receiver or trustee of all, or
substantially all, of Lessee's assets by a court of competent jurisdiction, which if the request if not
made by Lessee is not rejected within one hundred twenty (120) days after being made, or the
request for the appointment of a receiver or trustee of all, or substantially all, of Lessee's assets by
a voluntary agreement with Lessee's creditors.

14



18.3  Upon the default by Lessee in the performance of any covenant or condition required to
be performed by Lessee other than the payment of rent, and the failure of Lessee, and each holder of a
Leasehold Mortgage to remedy such default for a period of sixty (60) days after mailing by the Cities of
written notice to remedy the same, unless more extensive notice is otherwise provided for in this
Agreement, the Cities may, by written notice of cancellation to Lessee, and each such holder of a
Leasehold Mortgage, terminate this Agreement and all rights and privileges granted hereby in and to the
Leased Premises.

18.4  Upon the default by Lessee, and the giving of notice of the default and cancellation by
the Cities as provided for elsewhere herein, the notice of cancellation shall become final.

18.5  Subject to the provisions of Article 18.1, above, upon the cancellation or termination of
this Agreement for any reason, all rights of Lessee, authorized tenants and any other person in possession
shall terminate, including all rights or alleged rights of creditors, trustees, assigns, and all others similarly
so situated as to the Leased Premises. Except as may be expressly provided to the contrary elsewhere
herein, upon said cancellation or termination of this Agreement for any reason, the Leased Premises and
all Improvements located thereon, except for Lessee's equipment, fixtures and other personal property
which may be removed from said Leased Premises without damage thereto as provided elsewhere herein,
shall be and become the property of the Cities, free and clear of all encumbrances and all claims of
Lessee, its subtenants, creditors, trustees, assigns and all others, and the Cities shall have immediate right
of possession of the Leased Premises and such Improvements.

18.6  Failure by the Cities or Lessee to take any authorized action upon default by Lessee of
any of the terms, covenants or conditions required to be performed, kept and observed by Lessee shall not
be construed to be, nor act as, a waiver of said default nor of any subsequent default of any of the terms,
covenants and conditions contained herein to be performed, kept and observed by Lessee. Acceptance of
rentals by the Cities from Lessee, or performance by the Cities under the terms hereof, for any period or
periods after a default by Lessee of any of the terms, covenants and conditions herein required to be
performed, kept and observed by Lessee shall not be deemed a waiver or estoppel of any right on the part
of the Cities to cancel this Agreement for any subsequent failure by Lessee to so perform, keep or observe
any of said terms, covenants or conditions.

18.7  This Lease will terminate at the option of Lessee:

18.7.1 Upon the permanent closure of the Airport, the term "permanent closure”" to mean
for the purposes of this Agreement, the closure of the airport for ninety (90) or more consecutive
days;

18.7.2 The loss of the ability of Lessee due to no significant fault of Lessee to fly in or
out of the Airport for reasons other than inclement weather, casualty or disaster, for a period of
ninety (90) consecutive days; and

18.7.3 The default by Cities in the performance of any covenant or condition required to
be performed by the Cities, and the failure of the Cities to remedy such default for a period of
sixty (60) days after receipt from Lessee of written notice to remedy the same, or default in the
timely payment of any money due Lessee and failure to cure such default within sixty (60) days
after notice to the Cities. Notice of exercise of the option to terminate by Lessee shall be given in
the manner specified in Article 23 (Notices). In the event of Termination pursuant to this
subsection 18.7.3, Lessee shall be entitled to compensation from the Cities for the fair market
value of the Improvements.

18.8  If Lessee ceases to conduct its authorized Aeronautical Activities on the Leased Premises
for a period of twelve (12) consecutive months, the Cities may terminate this Agreement by written notice
to Lessee given at any time while such cessation continues, unless Lessee resumes such activities within
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sixty (60) days following receipt of written notice from the Cities of such intent to terminate this
Agreement.

18.9  If Lessee fails to obtain any required permit or other governmental approval for the use of
the Leased Premises pursuant to Article 3.1 herein, within eighteen (18) months of the commencement
date set forth in Article 1.1 herein, or if Lessee fails to maintain any such permits or approvals during the
term of this Agreement, this Agreement shall terminate, unless cured by Lessee within sixty (60) days
following receipt of written notice from the Cities specifying the nature of such failure. Upon termination
of this Agreement pursuant to this Article 18.9, and upon vacating the Leased Premises, Lessee shall not
be required to pay additional rentals hereunder, but no refund shall be due to Lessee of payments made by
Lessee pursuant to this Agreement.

18.10 Upon termination of this Agreement prior to the expiration of the Initial Term or the
Extended Term, if any, the Cities may, but are not required to, relet the Leased Premises, or any part
thereof, for the whole or any part of the remainder of such Initial Term or Extended Term, or for a longer
period of time. Subject to Section 21.3, below, any rents received by the Cities as a result of such
reletting shall remain the property of the Cities and shall not be credited to or otherwise become the
property of Lessee.

ARTICLE 19: SURRENDER AND RIGHT OF RE-ENTRY

19.1 Subject to Article 8.2 above, upon the expiration, cancellation or termination of this
Agreement pursuant to any terms hereof, Lessee agrees peaceably to surrender up the Leased Premises to
the Cities in the condition required by Article 29 below. Upon such expiration, cancellation or
termination, the Cities may re-enter and repossess the Leased Premises together with all Improvements
and additions thereto, or pursue any remedy permitted by law for the enforcement of any of the provisions
of this Agreement, at the Cities' election.

19.2 In the event that Lessee remains in possession of the Leased Premises after the
expiration, cancellation or termination of this Lease without written agreement with respect thereto,
then Lessee shall be deemed to be occupying the Leased Premises as a tenant at-will, subject to all of
the conditions, provisions and obligations of this Lease, but without any rights to extend the term of this
Lease. The Cities’ acceptance of rent from Lessee in such event shall not alter the status of Lessee as a
tenant at will whose occupancy of the Leased Premises may be terminated by Cities at anytime upon ten
(10) days prior written notice.

ARTICLE 20: SERVICES TO LESSEE

20.1 The Cities covenant and agree that during the term of this Agreement, and subject to
Airport priorities then in effect, they will use reasonable efforts to (a) operate the Airport as such for the
use and benefit of the public; provided, however, that the Cities may prohibit or limit any given type, kind
or class of aeronautical use of the Airport if such action is necessary for the safe and/or efficient operation
of the Airport or necessary to serve the civil aviation needs of the public, (b) maintain the runways and
taxiways in good repair, including the removal of snow, and (¢) keep in good repair hard-surfaced public
roads for access to the Leased Premises and remove snow there from.

20.1.1 Said obligations of the Cities relevant to the maintenance of public roads and
taxiways shall extend to the point where in such roads, streets and taxiways reach the property

line of the Leased Premises, or the Ramp area constructed by Lessee under Article 4.5, above.

20.1.2 Said obligations of the Cities relevant to the snow removal from public roads and
taxiways shall extend to the point where in such roads, streets and taxiways reach the property
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line of the Leased Premises, and shall additionally include the Ramp area constructed by Lessee
under Article 4.5 subject to the snow removal limitations set forth under Article 4.5, above.

20.2  Except in cases of emergency, in which case no notice shall be required, Cities will
endeavor to give not less than fourteen (14) days' prior written notice to Lessee of any anticipated
temporary Airport closure, for maintenance, expansion or otherwise. Notwithstanding the above, the
Cities shall not be deemed to be in breach of any provision of this Article 20 in the event of a permanent
closure of the Airport. Provided, however, that if such permanent closure is in connection with the
construction of a new airport by the Cities, Lessee shall have the option to enter into a substitute hangar
ground lease agreement with the Cities, for the use of a portion of such new airport not smaller than the
Leased Premises, under financial terms which are no less favorable than those set forth herein.

ARTICLE 21: SURVIVAL OF THE OBLIGATIONS OF LESSEE

21.1 In the event that the Agreement shall have been terminated due to default by Lessee in
accordance with notice of termination as provided in Article 18 hereof, all of the obligations of Lessee
under this Agreement shall survive such termination, re-entry, regaining or resumption of possession and
shall remain in full force and effect for the full term of this Agreement, and the amount or amounts of
damages or deficiency shall become due and payable to the Cities to the same extent, at the same time or
times, and in the same manner as if no termination, re-entry, regaining or resumption of possession had
taken place. The Cities may maintain separate actions each month to recover the damage or deficiency
then due or at its option and at any time may sue to recover the full deficiency less the proper discount,
for the entire unexpired term of this Agreement.

21.2  The amount of damages for the period of time subsequent to termination (or re-entry,
regaining or resumption of possession) on account of Lessee's rental obligations shall be the sum of the
following:

21.2.1 The amount of the total of all installments of rents, less the installments thereof
payable prior to the effective date of termination; and

21.2.2 An amount equal to all expenses incurred by the Cities and not reimbursed in
connection with regaining possession, restoring the Leased Premises required by paragraph 19,
above, acquiring a new lease for the Leased Premises, legal expenses (including, but not limited
to, attorneys’ fees) and putting the Leased Premises in order.

21.3  There shall be credited to the account of Lessee against its survived obligations
hereunder, the amount actually received from any lessee, licensee, permittee, or other occupier in
connection with the use of the said Leased Premises or portion thereof during the balance of the term of
use and occupancy as the same is originally stated in this Agreement, and the market value of the
occupancy of such portion of the Leased Premises as the Cities may themselves during such period
actually use and occupy. No such use and occupancy shall be, or be construed to be, an acceptance of a
surrender of the Leased Premises, nor shall such use and occupancy constitute a waiver of any rights of
the Cities hereunder. The Cities will use their best efforts to minimize damages to Lessee under this
Article.

21.4  The provisions of this Article 21 shall not be applicable to termination of this Agreement
pursuant to Section 3.1.2 or Section 4.4, or if expressly provided to the contrary elsewhere in this

Agreement.

ARTICLE 22: USE SUBSEQUENT TO CANCELLATION OR TERMINATION

The Cities shall, upon termination or cancellation, or upon re-entry, regaining or resumption of
possession, have the right to repair and to make structural or other changes in the Leased Premises,
including changes which alter its character and the suitability thereof for the purposes of Lessee under this
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Agreement, without affecting, altering or diminishing the obligations of Lessee hereunder, provided that
any structural changes shall not be at Lessee's expense.

ARTICLE 23: NOTICES

23.1 Any notice, consent, approval or other communication given by either party to the other
relating to this Agreement shall be in writing, and shall be delivered in person, sent by certified mail,
return receipt requested, sent by reputable overnight courier, or sent by facsimile transmission (with
evidence of such transmission received) to such other party at the respective addresses set forth below (or
at such other address as may be designated from time to time by written notice given in the manner
provided herein). Such notice shall, if hand delivered or personally served, be effective immediately upon
receipt. If sent by certified mail, return receipt requested, such notice shall be deemed given on the third
business day following deposit in the United States mail, postage prepaid and properly addressed; if
delivered by overnight courier, notice shall be deemed effective on the first business day following
deposit with such courier; and if delivered by facsimile, notice shall be deemed effective when received.

23.2  The notice addresses of the parties are as follows:

To the Cities: Airport Manager
Loveland-Fort Collins Airport
4900 Earhart Drive
Loveland, CO 80538

Facsimile: (970) 962-2855
and

City Manager

City of Loveland

500 E. Third St.
Loveland, CO 80537

Facsimile: (970) 962-2900
and

City Manager

City of Fort Collins

P.O. Box 580

Fort Collins, CO 80522-0580
Facsimile: (970) 224-6107

To Lessee: [Attn: NAME]
[COMPANY NAME]
[ADDRESS]
[CITY, STATE ZIP CODE]

ARTICLE 24: INVALID PROVISIONS

The invalidity of any provisions, articles, paragraphs, portions or clauses of this Agreement shall
have no effect upon the validity of any other part or portion hereof, so long as the remainder shall
constitute an enforceable agreement. Furthermore, in lieu of such invalid provisions, articles, paragraphs,
portions or clauses, there shall be added automatically as a part of this Agreement, a provision as similar
in terms to such invalid provision as may be possible and be legal, valid and enforceable.

ARTICLE 25: MISCELLANEOUS PROVISIONS

25.1 Remedies to be Non-exclusive. All remedies provided in this Agreement shall be

deemed cumulative and additional and not in lieu of, or exclusive of, each other, or of any other remedy
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available to the Cities, or Lessee, at law or in equity, and the exercise of any remedy, or the existence
herein of other remedies or indemnities shall not prevent the exercise of any other remedy provided that
the Cities' remedies in the event of default shall not exceed those set forth in this Agreement.

25.2  Non-liability of Individuals. No director, officer, agent or employee of the Cities shall be
charged personally or held contractually liable by or to the other party under any term or provision of this
Agreement or of any supplement, modification or amendment to this Agreement because of any breach
thereof, or because of his or their execution or attempted execution of the same. Except to the extent
expressly provided for herein, no manager, member, agent or employee of Lessee or of any Unit Owner
shall be charged personally or held contractually liable by or to the other party under any term or
provision of this Agreement or of any supplement, modification or amendment to this Agreement because
of any breach thereof, or because of his or their execution or attempted execution of the same.

25.3  Estoppel Certificate. At the request of Lessee in connection with an assignment of its
interest in this Agreement, the Cities shall execute and deliver a written statement identifying them as the
Lessors under this Agreement and certifying:

25.3.1 The documents that then comprise this Agreement,
25.3.2 That this Agreement is in full force and effect,

25.3.3 The then current annual amount of rent and the date through which it has been
paid,
25.3.4 The expiration date of this Agreement,

25.3.5 That no amounts are then owed by Lessee to the Cities (or, if amounts are owed,
specifying the same)

25.3.6 To the knowledge of the Cities, there are not defaults by Lessee under this
Agreement or any facts which but for the passage of time, the giving of notice or both would
constitute such a default, and

25.3.7 Remaining rights to renew the term of this lease to the extent not theretofore
exercised.

The party acquiring Lessee's interest in the Agreement shall be entitled to rely conclusively upon such
written statement.

254  Recording of Lease. This Agreement shall be recorded by the Cities, and the costs of
such recordation, and any closing costs associated with this Agreement, its execution and recordation,
shall be billed to and paid by Lessee as additional rent.

25.5  General Provisions.

25.5.1 This Agreement shall be performable and enforceable in Larimer County,
Colorado, and shall be construed in accordance with the laws of the State of Colorado.

25.5.2 This Agreement is made for the sole and exclusive benefit of the Cities and
Lessee, their successors and assigns, and is not made for the benefit of any third party.

25.5.3 In the event of any ambiguity in any of the terms of this Agreement, it shall not
be construed for or against any party hereto on the basis that such party did or did not author the
same.

25.5.4 All covenants, stipulations and agreements in this Agreement shall extend to and
bind each party hereto, its legal representatives, successors and assigns.
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25.5.5 The titles of the several articles of this Agreement are inserted herein for
convenience only, and are not intended and shall not be construed to affect in any manner the
terms and provisions hereof, or the interpretation or construction thereof.

25.5.6 Nothing herein contained shall create, or be construed to create, a partnership,
joint venture, agency or any other relationship between the Cities and Lessee, other than that of
landlord and tenant. The Cities and Lessee each expressly disclaim the existence of any such
other relationship between them.

25.5.7 Cities have and may allow certain portions of the Airport to be used by others
tenants at any time and Lessee shall not interfere in any manner with said other tenants or with
the facilities granted to such tenants. Nothing herein contained shall be construed to grant or
authorize the granting of an exclusive right prohibited by Section 308 of the Federal Aviation Act
of 1958, as amended, and the Cities reserved the right to grant to others the privilege and right of
conducting any one or all of the activities specified herein, or any other activities of an
aeronautical nature.

25.5.8 In the event any action or proceeding is brought to recover payments due under
this Agreement or take possession of the Leased Premises and/or the improvements thereon, or to
enforce compliance with this Agreement for failure to observe any of its covenants, the prevailing
party shall be awarded reasonable attorneys’ fees and costs to be allowed by the court.

25.5.9 The time within which either party hereto shall be required to perform any act
under this Agreement, other than the payment of money, shall be extended by a period equal to
the number of days during which performance of such act is delayed unavoidably by strikes,
lockouts, acts of God, governmental restrictions, failure or inability to secure materials or labor
by reason of or similar regulation or order of any governmental or regulatory body, war, enemy
action, acts of terrorism, civil disturbance, fire, unavoidable casualties, or any similar occurrence.

25.6  Availability of Government Facilities. In the event the existence, maintenance or

operation of air navigation aids or other facilities supplied or operated by the United States or the State of
Colorado at or in conjunction with the Airport are discontinued, the Cities shall have no obligation to
furnish such facilities.
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ARTICLE 26: SUBORDINATION CLAUSES

26.1 This Agreement is subject and subordinate to the following:

26.1.1 The Cities reserve the right to develop and improve the Airport as they see fit,
regardless of the desires or view of Lessee, and without interference or hindrance by or on behalf
of Lessee, provided Lessee is not deprived of the use or access to the Leased Premises or any of
Lessee's rights under this Agreement and unless said activities by the Cities shall result in the loss
of convenient access to the Leased Premises by motor vehicles and/or aircraft owned or operated
by Lessee or Lessee's assigns, subtenants, renters, agents, employees or invitees.

26.1.2 The Cities reserve the right to take any action they consider necessary to protect
the aerial approaches to the Airport against obstruction, together with the right to prevent Lessee
from erecting or permitting to be erected any building or other structure on the Airport which
would limit the usefulness of the Airport or constitute a hazard to aircraft.

26.1.3 This Agreement is and shall be subordinate to the provision of existing and future
agreements between the Cities and the United States relative to the operation or maintenance of
the Airport, the execution of which has been or may be required as a condition precedent to the
obtaining or expenditure of federal funds for the benefit of the Airport.



26.1.4 During the time of war or national emergency, the Cities shall have the right to
lease all or any part of the landing area or of the airport to the United States for military use, and
if any such lease is executed, the provisions of this Agreement insofar as they may be inconsistent
with the provisions of such lease to the government, shall be suspended, but such suspension shall
not extend the term of this Agreement. Abatement of rentals shall be reasonably determined by
the Cities and Lessee in proportion to the degree of interference with Lessee's use of the Leased
Premises.

26.1.5 Except to the extent required for the performance of any obligations of Lessee
hereunder, nothing contained in this Agreement shall grant to Lessee any rights whatsoever in the
airspace above the Leased Premises other than those reasonably necessary to Lessee's enjoyment
of the Leased Premises and Cities' Airport facilities and which are consistent with Federal
Aviation Administration rules, regulations and orders currently or subsequently effective.
Further, Lessee's rights in airspace above the Leased Premises and the Airport and the Airport
facilities shall be not less than the rights therein by other users of the Airport and Airport
facilities.

ARTICLE 27: QUIET ENJOYMENT

Cities hereby covenant and warrant that they are the owners of the Leased Premises and that
Lessee upon payment of rentals herein provided for and performance of provisions on its part to be
performed shall and may peacefully possess and enjoy the Leased Premises during the term hereof and
any extensions hereof without any interruption or disturbance.

ARTICLE 28: ENTIRE AGREEMENT

This Agreement constitutes the entire agreement of the parties hereto and may be changed,
modified, discharged or extended by written instrument duly executed by the Cities and Lessee. The
parties agree that no representations or warranties shall be binding upon the Cities or Lessee unless
expressed in writing.

ARTICLE 29: TITLE TO IMPROVEMENTS UPON TERMINATION

29.1 Upon the expiration, cancellation or termination of this Agreement, Lessee may elect to
remove the Improvements and all additions and appurtenances thereto at its own expense in accordance
with the following:

(a) Lessee may elect to remove the Improvements upon expiration of the Initial Term or
any Extended Term by giving the Cities written notice of Lessee’s election not less than sixty (60) days
prior to the expiration of the Initial Term or Extended Term (the “Notice Deadline”). If Lessee gives such
written notice of its election on or before the Notice Deadline, Lessee shall complete removal of the
Improvements and all additions and appurtenances as required by this Article 29 on or before the
expiration of the Initial Term or any Extended Term. Failure of Lessee to give such written notice of its
election on or before the Notice Deadline shall be deemed to be an election, by Lessee, to surrender
ownership of the Improvements and all additions and appurtenances thereto to the Cities in accordance
with Section 29.2 below.

(b) Lessee may elect to remove the Improvements upon cancellation or termination of this
Agreement by giving the Cities written notice of its election within thirty (30) days after such cancellation
or termination. Provided Lessee is not in default in the payment of rental or other financial obligations
due hereunder and has given written notice of its election within such thirty (30) day period, Lessee shall
have a reasonable time, not to exceed sixty (60) days after notice of such election is given to the Cities, in
which to complete removal of Improvements and restoration as required by this Article 29. During any
occupancy by Lessee after cancellation or termination of this Agreement for the time period prior to
completion of removal of Improvements and restoration, Lessee shall be deemed to be holding over under
the terms and conditions of Section 19.2 above and shall pay to the Cities rent at the then-current lease
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rate for such period. If Lessee (i) fails to give such written notice of its election within the thirty (30) day
period set forth in this subsection (b); or (ii) is ineligible to make such election because Lessee is in
default in the payment of rental or other financial obligations due hereunder, Lessee shall be deemed to
have made an election to surrender ownership of the Improvements and all additions and appurtenances
thereto to the Cities in accordance with Section 29.2 below.

(©) Removal of Improvements and all additions and appurtenances thereto and restoration
as required under this Article 29 shall include Lessee’s completion of all work necessary to leave the
Leased Premises in a clean, orderly, and as close to original condition as possible as approved by the
Cities, and shall include as a minimum:

(1) removal of all Improvements and above ground structures and above ground
foundations, including utilities and utility connections, which shall be capped or otherwise left in
a safe condition; and

(i1) modification of the surface so that it is free of any holes or obstructions that
would prevent normal aircraft taxi operations and graded as necessary to ensure proper drainage.

29.2 In the event that Lessee fails to give written notice to the Cities of its election to remove
Improvements within the time periods and as otherwise provided in Section 29.1 above, then Cities and
Lessee agree that in consideration of Lessee’s use of the Airport for construction and operation of the
Improvements, the Improvements and all additions and appurtenances thereto shall become the property
of and title shall automatically vest in the Cities upon expiration, cancellation or termination of this
Agreement, without payment of additional consideration by the City, and free and clear of all liens and
encumbrances. Lessee agrees to execute all documents and take such reasonable actions, if any, as may
be necessary to confirm the transfer of title to the Improvements to the Cities.

Lessee’s obligations under this Article 29 shall survive any expiration, cancellation, or termination of this
Agreement

ARTICLE 30: RIGHT OF FIRST REFUSAL

If at any time Lessee desires to sell, assign, or otherwise transfer its interest under this
Agreement, including the Improvements existing on the Leased Premises, to an Unaffiliated Entity as
defined in Section 10.1, above, and has obtained a bona fide offer for such sale, Lessee must first offer to
sell, assign, or otherwise transfer such interest to the Cities, at the price and on the same terms as such
bona fide offer, and the Cities shall have the right to purchase Lessee’s interest under such terms. Such
offer must be in writing and state the name of the proposed transferee and all of the terms and conditions
of the proposed transfer. The Cities shall have the right for a period of sixty (60) after receipt of the offer
from Lessee to elect to purchase Lessee’s interest (such sixty (60) day period referred to as the “Election
Period”). If the Cities do not desire to purchase Lessee’s interest, Lessee may then sell, assign, or
otherwise transfer its interest in this Agreement to the person making the said offer, at the price and terms
set forth in the offer, subject to the requirements of Article 13. If Lessee fails to close such sale within
sixty (60) days after the expiration of the Election Period, any proposed sale, assignment or other transfer
thereafter shall again be subject to this Article. This right of the Cities shall be continuing and shall
survive any sale, assignment or other transfer of Lessee’s interest under this Agreement. The intent of this
Article is to require all of Lessee’s interests in this Agreement be sold, assigned or otherwise transferred
intact, without fractionalization.

ARTICLE 31: REQUIREMENTS FOR CONDOMINIUMIZATION

This Agreement does not authorize Lessee to create either a common interest community or hangar
condominiums on the Leased Premises. If Lessee desires to create a common interest community or
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hangar condominiums on the Leased Premises, a written amendment to this Agreement shall be required,
containing such additional terms as the Cities may reasonably require, including but not necessarily
limited to terms necessary for compliance with the Colorado state law.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the day and year
first above written.

CITY OF LOVELAND, COLORADO

City Manager

ATTEST:

City Clerk

APPROVED AS TO FORM:

Assistant City Attorney

CITY OF FORT COLLINS, COLORADO

City Manager
ATTEST:
City Clerk
APPROVED AS TO FORM:
Assistant City Attorney
LESSEE:
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Mark Anderson

From:

Sent:

To:

Cc:

Subject:
Attachments:

Mark and Terry,

John.Sweeney@faa.gov

Monday, September 08, 2014 7:15 AM
manderson@ci.heber.ut.us; tloboschefsky@ci.heber.ut.us
mswapp@utah.gov

Annual CIP Update

FY 15 36U ADPxls; FY 15 Joint Letter-Utah 36u.pdf

Attached you will find two files, the letter outlining the CIP update process, and your Airport Development Plan (ADP),
which summarizes UDOT and FAA funded projects. The attached documents in no way represents a commitment of FAA
or UDOT funding for your airport, the documents are for planning purposes only.

Please note that there are always more requests than funding available so please make sure any requests you have are
high priority projects and have been vetted through the appropriate planning/environmental processes. At this time |
would like you to concentrate on years 2017-2020. 2015 projects should be getting started very soon, and 2016 projects
should not be getting changed at this point. If you have a change to a 2015 or 2016 project please contact me directly as
soon as possible. | would like the CIP/ADP update returned to me no later than October 10, 2014. Please submit your
updates and changes via email to john.sweeney@faa.gov and mswapp@utah.gov

We look forward to meeting with you later this week at UAOA.

John Sweeney

Community Planner

FAA-Denver Airports District Office

303-342-1263
Fax-303-342-1260



Q

U.S. Department
of Transportation

Federal Aviation
Administration

September 5, 2014

Mr. Mark Anderson
Heber City

75 North Main St
Heber, UT 84032

Five-Year Airport Capital Improvement Plan
Dear Mr. Anderson:

The FAA and Division of Aeronautics continually evaluate the needs of Utah’s airports and
rely on capital improvement plans (CIP). The CIP is derived from different sources
including Master Plans, Statewide Pavement Management Plans and Joint Planning
Conferences. Enclosed are 5-year capital improvement plans for your airport. The FAA and
Division are asking each airport sponsor to review and update their CIP.

The capital improvement plans shows federally funded and state funded projects for your
airport. In most cases, the projects are not identical to the ones you forwarded to the FAA.
It isimportant to remember that we fund a system of airports where the highest priority
work in the State of Utah is funded first.

Please review the needs of your facility and update the CIP for your airport. We would ask
that all Airport Sponsors submit an updated CIP to reflect afive-year period of projects, FY
2015-2020. At this point there should be no changes to 2015 and 2016. All CIP s should be
submitted via email to john.sweeney@faa.gov and mswapp@utah.gov . CIP updates need
to be received by October 10, 2014. Make sure that you include projects through FY 2020.

Keep in mind that CIP updates occur every year, but necessary changes can occur
throughout the year. Due to constant change in airport needs and funding for proposed
projects, you should keep your CIP up-to-date. Y our CIP should be updated in conjunction
with your City Counsel/County Commission, Airport Board and airport consultant.

We strongly recommend you discuss the CIP with your loca officials and inform them of
the level of available Federal and State funds expected over the 5-year planning period. It is
important that alternative funding sources be researched for desired airport improvements, if
necessary.



Thank you for your continued support and patience during the planning and funding process.

Sincerely,

John Sweeney

Utah Airports Planner

Federal Aviation Administration
Denver Airports District Office
26805 East 68" Ave., Suite 224
Denver, CO 80249-6361

Phone: (303) 342-1263

Fax: (303) 342-1260

Email: john.sweeney@faa.gov

A. Matthew Swapp, P.E.

UDOT Aeronautical Programs Engineer
Utah Department of Transportation
Division of Aeronautics

135 North 2400 West

Salt Lake City, UT 84116

Phone: (801) 870-4023

Fax: (801) 715-2276

Email: mswapp@utah.gov

Enclosures: Airport Capital Improvement Plan (State)



36U

Utah Division of Aeronautics
Airport Development Plan Project List

Project Description & Cost Estimate

Cost Allocation $
Scheduled/Req . e Sponsor .
. - Project Identification - Estimated Total
uested Federal Project Description ; Comments Priority . Federal o Sponsor
. in ALP/MP Cost of Project
Fiscal Year Number : Participation State Participation Participation
Federally Funded Projects 90.63% 4.685% 4.685%
2015 Update Airport Master Plan Study $ 165,508 150,000( $ 7,754 | $ 7,754
2016 Construct Heliport/Helipad $ 165,508 150,000| $ 7754 | $ 7,754
2018 Acquire Land For Approaches $ 331,016 300,000| $ 15,508 | $ 15,508
2019 Rehabilitate Runway EA $ 165,508 150,000( $ 7,754 | $ 7,754
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
Participation Totals $ 827,541 | $ 750,000 | $ 38,770 | $ 38,770
State Funded Projects 90.00% 10.00%
$ - $ -
$ - $ -
$ - $ -
Participation Totals $ - $ - $ -

Note: Attach additional sheets as necessary to fully describe projects or to add information needed for a full understanding of project scope, location and costs.

For Planning Purposes Only






