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HEBER CITY CORPORATION
75 North Main Street
Heber City, Utah
City Council Meeting

February 6, 2014

Work Meeting 5:30 p.m.

[ DISCUSSION ITEMS il

(Tab A) 5:30 Paul Berg, Wasatch County School District Review of Proposed
Redevelopment for the Old High School

(Tab B) 5:45 Mark Nelson, Heber Valley Historic Railroad Authority, Review of 2013
Operations and 2014 Business Plan

(Tab C) 6:00 Paul Boyer, Discuss Hangar Lease Rates and Charges Study
6:20 Mel McQuarrie, Discuss Airport Advisory Board Membership
(Tab D) 6:30 Mike Bardole, Review Proposed 1200 South Access Agreement

6:45 Kent Hiatt, City Council Fiduciary Responsibility

OTHER ITEMS AS NECESSARY =1

Ordinance 2006-05 allows Heber City Couneil Members to participate in meetings via telecommunications media.

who are non-English speaking should contact Michelle Kellogg at the Heber City Offices (435) 654-0757 at least

In accordance with the Americans with Disabilities Act, those needing special accommodations during this meeting or
eight hours prior to the meeting.

Posted on February 3, 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.lieber,ut,us, and on the Utah Public Notice Website at hitp://pmn.utah.gov, Notice provided to the
Wasatch Wave on February 3, 2014,



Heber City
Corporation

Memo

To: Mayor and City Council
From: Mark K. Anderson

Date:  02/03/2014

Re:  City Council Agenda Items

WORK MEETING

First of all, because of the number of issues on the Work Meeting, Work Meeting will begin
at 5:30 p.m.

5:30 Paul Bers, Wasatch County School District Review of Proposed Redevelopment
for the Old High School (Tab A): Paul Berg is coming before the Council on behalf of the
Wasatch County School District to review a redevelopment concept plan of the old high
school property. Enclosed is a staff report prepared by Tony Kohler and the associated plat
maps. The District would like to know if the City Council supports the proposed plan before
they move forward.

5:45 Mark Nelson, Executive Director, Heber Valley Historic Railroad Authority,
Review of 2013 Operations and 2014 Business Plan (Tab B): Mark Nelson, Executive
Director of the Heber Valley Historic Railroad, has asked to come before the Council to
update them on the operations of the Heber Valley Railroad. Enclosed is information that
Mark will review with the Council that includes 2013 financial results and 2014 goals and
examples of special train events that will be held this year. Staff believes the railroad is an
important part of Heber City’s identity and economy.

6:00 Paul Bover, Discuss Hangar Lease Rates and Charges Study (Tab C): Paul Boyer,
airport hangar owner, has asked to come before the Council to discuss the Hangar Lease
Rates & Charges Policy that is being discussed by the Airport Board. | anticipate that there
will be many hangar owners in attendance with Paul. 'This has been a very controversial
project and the Board has yet to recommend a final policy for Council adoption. It is fair to
say that there are many opinions on the Airport Board about how the City should proceed.
Paul has provided a packet of information which includes the Jviation Lease Rates and
Policy Analysis and City Council/Airport Board minutes.




For Council review, I have also enclosed a copy of the Jviation Final Scope of Work that was
approved by the Airport Board along with a map which identifies the type of lease each
hangar has and when the lease expires.

Observations I would make are as follows:

It seems more appropriate for Paul to first make the presentation to the Airport
Board as they have not yet finalized their recommendation to the Council.

One of the 22 non-revetsionary hangar leases was converted to a reversionary lease
at the request of the owner.

The purpose of the study was not to recommend amendments to existing leases, as
the City cannot amend hangar leases without the consent of the lessee. It was to
make sure our lease rates/practices were in line with the market before other
hangars are added to the airport and identify conditions when the City would/should
consider extending the lease terms.

One challenge we have with non-reversionary leases is that the lease agreement
provides for a 20 year lease period with a right to renew provided the new lease
term does not exceed five 5 years. There is no guaranteed provision that the City
will extend the lease beyond 25 years. When the lease is terminated, the lessee has
the right to remove the hangar and restore the site to its previous condition.

Some owners of non-reversionary hangars have purchased the hangars as
investments with the thought that the City would continue extending their lease
provided the land was not needed by the airport for other purposes. The hangar
Jease agreements do not guarantee more than 25 years. As owners of non-
reversionary leases consider selling their hangar, it would be nice to give clarity to
potential buyers on what to expect from the City.

Some owners of reversionary hangar leases have expressed a desire to have their
leases made non-reversionary to keep hangar values higher which would encourage
investment in the airport. I would not recommend the City entertain this discussion
at this time. It may make sense to discuss this matter closer to the end of the lease
when you have more information about the hangar condition, a more current
Airport Master Plan (which may or may not require the removal of hangar row) and
a more current understanding of demand factors at the airport.

Reversionary leases allow the City to better control development/redevelopment of
the airport and are the most prevalent type of lease at airports.

Staff would recommend that the Council allow the Airport Board to make their
recommendation on the Hangar Lease Rates & Charges Policy before any decision is made,
Lastly, [ will forward you a link via email to the “Guidebook for Developing and Leasing
Airport Property” which is published by the Airport Cooperative Research Program which
may be of interest to you on this topic.
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6:20 Mel McQuarrie, Discuss Airport Advisory Board Membership: Based on the
motion of Councilman Bradshaw to have the Airport Board discuss having a voting and non-
voting representative of the Council on the Airport Advisory Board, Mayor MeDonald was
contacted by Mel McQuarrie who has asked to express his opinion on the makeup of the
Airport Advisory Board to the City Council.

With Mel McQuarrie being a member of the Airport Advisory Board, I think it would be best
lo have him first express his opinion on the matter to the Airport Board as requested by the
City Couneil.

With that said, below is a copy of the Airport Board By-Laws as it relates to Appointment
and Terms of Members.

Article 3:

Appointment and Terms of Members
A, The Aimort Advisory Board shall consist of (7) members,
B Membership shall be as follows:

1. Membership will include persons of diverse interests from throughout the cifies and
suburhs in Wasatch County,

2 A Tachnical Assistance Committee will be formed as needed to help understand
technical and other issues associated with the airport or other entities that might be affected by
it.

C. The Airport Advisory Board will interface with and be supported by the City Manager, his

designee, and/or the Airport Manager. Heber City will also provide a secretary and staff support as
needed,

D. The terms of office for the seven appointed Airport Advisory Board members shall be four
years. The initial appointments shall be for, three positions two years, two positions three years,

and two positions four years from January 1, 2005. Any vacancies in these positions shall be filled
by a recommendation from the Mayor and confirmation by the City Council. The appointment will
be for at the remaining time of the member whose vacancy is being filled.

E. Improper conduct and non-performance of duties shall resuit in a recommendafion to the
Heber City Council for removal of said member. Members may be removed after a public hearing,
hy a majority vote of the City Council

6:30 Discuss 1200 South Access Agreement Proposed by Mike Bardole (Tab D): Staff
has reviewed the proposed Access Agreement proposed (at the last City Council meeting) by
Mike Bardole and his attorney. (Enclosed) Mark Smedley has responded with the enclosed
memo which includes staff recommendations. Staff is looking for direction from the Council
on whether or not the City should allow Mr. Bardole use of City owned right-of-way to
access his property and if access is granted, what conditions would the City impose? Also
included is an aerial map of how the property is currently accessed.

@ Page 3



6:45 Kent Hiatt — Discuss Fiduciary Responsibility of the City Council: Kent Hiatl,
former Mayor of Heber City, has requested an opportunity to talk to the Council about their
fiduciary responsibility as members of the legislative body. Kent has expressed concern on
several occasions with decisions that were made at Heber Light & Power regarding board

compensation.

® Page 4



DISCUSSION/
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Heber City Council
Meeting date: February 6, 2014
Report by: Anthony L. Kohler

Re: High School Redevelopment Plan

The Wasatch School Board has begun the process of redeveloping the old
Wasatch High School site. They have proposed a commercial subdivision, which has
been granted Concept Approval by the Planning Commission. In the future, as the School
Board identifies buyers for lots, those lots and accompanying infrastructure will be
developed.

The primary issue of discussion with the Planning Commission was making sure
the new proposed public road would align with 100 East. The city’s General Plan
designates a future public street aligning at 100 East, connecting from 600 South to 1200
South, and the proposed development is consistent with that goal.

The purpose of this discussion item is to keep the City Council informed of the
proposed development. No action is needed by the Council, but the School District would
appreciate informal support of the proposed plan. The School Board will likely be razing
the building and will soon be more active in marketing of the property. The city is
already in discussion with a potential buyer of Lot 1.
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11.0 Detail Drawings
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SJVIATION

HEBER CITY AIRPORT

Lease Rates and Practicer

SCOPE OF WORK

The Heber City Airport Lease Rates and Practices Study will be completed to aid Heber City and the Heber
City Airport Board in developing policies to guide future lease rates and agreements. Airports similar in size
and nature will be surveyed to collect data and industry trends. The survey data will be analyzed and
compared to existing conditions at the airport.  In addition, a Leasing Policy Document will be developed
which will aid the airport in identifying conditions where the city should consider granting extensions to
existing lease agreements. The policy will also identify considerations which will be extended to existing
hanger owners at the end of their current lease.

Proposed Work Tasks

1.0 Prepare and Distribute Airport Surveys

An airport survey will be created in paper and/or online format and will include a variety of questions
developed by Jviation with input from the Airport Board. The survey will include, but will not be limited to,
questions regarding lease type, escalation clauses, hangar ownership and rates, fuel flowage fees, tie-down
fees, special facility fees, and other various data points.

T'he survey will be distributed to various airports (not more than ten) similar in size and nature to that of the
Heber City Airport, Jviation will contact each comparison airport by telephone or email as needed to verify
and validate that the information collected is complete and accurate. Airports o be surveyed include:

1. South Valley Regional, UT 6. Grand Junction, CO
2. Provo, UT 7. Hailey, ID

3. Driggs, ID 8. Rifle, CO

4. Eagle, CO 9. Montrose, CO

5. Aspen, CO 10, Yampa, CO

2.0 Data Analysis
The data collected in the airport surveys will be analyzed and a summary prepared. The summary will note
any trends or discrepancies. The airport survey data will then be compared to the Heber City Airport data and

differences will be noted.

3.0 Data Reporting

The data collected as part of the study will be reported in a final document to the Heber City Airport. The
final document will include an overview of the study, what airports were surveyed, survey methodology used,
major data analysis findings, and recommended actions.

lof2




4.0 Lease Rates and Charges Policy
A Lease Rates and Charges Policy will be developed to aid the airport in future lease decisions. The Policy
will address lease types, duration, extensions, and other items as found through the data analysis.

5.0 Tenant Open house

Hanger tenants will be notified of an open house, the data collected on rates and charges will be presented
and a draft Leasing Policy document will be available. The open house will be facilitated by Jviation staff.
Questions and answers about the policy and the data will be presented to attendees. Comments on the draft
policy will be collected and presented to the Airport Board.

6.0 Meetings & Schedule
Four meetings will be attended as part of this study. The meetings include:

Kick-off, site visit and initial Scope of Work: May 8, 2013 — Site visit and meet with Airport Board to
discuss scope of work and approach to study.

Finalize Scope of Work: June 12, 2013 - Airport Board to discuss the final scope of work and airports
to be surveyed. (Not attended in person by Jviation Staff)

Survey Results: August 14, 2013 - Meeting with the airport board to discuss the survey results and
recommendations.

Open house with tenants: September 11, 2013 - Meeting with the tenants to discuss the study and give
an opportunity for tenants to voice their concerns with Lease Policy,

Presentation of study results: October 9, 2013 - Meeting with the airport board and tenants to discuss
recommendations and overall study results.

Deliverables
The study will result in three primary deliverables:

1. Airport Surveys Summary
2. Technical Document (reporting survey data)
3. Lease Rates and Charges Policy

SJVIATION 2of2
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36U Hangar Owners Group Presentation
6:00pm February 6, 2013

City Council Work Meeting

With Airport Advisory Board in attendance

Materials for Work Meeting Packet:

First slide of presentation

Aug 8, 2013 Lease Rates and Policy Analysis document
July 7, 2012 City Council Work Meeting Minutes

Aug 16, 2012 City Council Regular Meeting Minutes
Aug 14, 2013 Airport Advisory Board Meeting Minutes



SLIDE 1

Ground Leases and the

Decision Making Process

- 67 Privately Owned Hangars
Built on land leased from the City

- A Collage of Leases

31 Hangar Row Reversionary
5 Commercial Apron Reversionary
22 Daniel Non-reversionary
8 Daniel Reversionary
1 CAF Museum
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Heber City Airport/Russ McDonald Field

Lease Rates and Policy Analysis

August 8, 2013

Prepared by Jviation Inc.
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INTRODUCTION

It is essential for airports to charge fees that are both fair and reasonable for users and tenants, as
well as assist in covering the operating costs of the airport. The purpose of the Leasc Rates and
Policy Analysis (Study) is to provide guidance and recommendations in achieving these two
goals, The data collected as part of this study will help Heber City/Russ McDonald Field’s
(Heber) establish fair lease rates and policies for the future.

The Lease Rates and Policy Analysis is a companion document and the basis for the “Leasing
Policy”. The Study reviews existing airport lease rates and compares lease rates of similar
airports to Heber City Airport. It identifies Heber City Airport’s overall market position,
ascertains the adequacy of the airport’s leasing structure and policy, and recommends where
improvements should be considered.

The foundation of this Study is the airport survey. The survey gathers leasing information from
airports that are in similar markets, size and direct competitors.

The data gathered is a gauge to compare Heber City Airport’s lease rates and provide assistance
with the establishment of future rates within the context of the airport’s market environment. It

should be stated that a lease rales analysis does not supplement a property appraisal for specific
lease negotiations.

The key objective of this Study is to analyze lease rates at comparable airports, This was
accomplished by:
1. Obtaining and reviewing the existing leases and lease rates at the airport.
2. Identifying current lease issues and concerns.
3, Working with the Airport Board to develop a list of similar airports or airports that
compete in the same market.
4, Survey airports on their Jease rates and practices.

SECTION 1 - AIRPORT MARKET PROFILE

Heber is a general aviation airport in Wasatch County, located approximately 1 mile south of
Heber City’s central business district. The airport serves Wasatch County and the most
populated area of Summit County. The airport is owned and operated by Heber City.

The airport serves the general aviation needs for the area, including Heber City, Midway and
Park City. Four of Utah’s Ski Resorts are in close proximity to the airport, including three of the
largest ski resorts in the state; Deer Valley, Park City and the Canyons,

OK3 Air is the only Fixed Based Operator (FBO) at the airport and services the 73 single
engine, four twin engine, four helicopters and four jets based at the airport. It is a full-service
FRO that offers line services, aircraft maintenance, flight training, aircraft sales, private charter
planes, and scenic {light tours.



SECTION 2 - SURVEYED AIRPORTS

[n order to collect and review lease rates for airports similar to Heber City Adrport, criteria were

developed to determine a list of comparable airports. The following criteria were used to develop

the list of airports shown in Table 1:
s Similar airports located within 50 miles of Heber;
« Airports of similar size and scope in terms of ownership and use, type, and based aircraft;

e Airports in similar type of communities: aircraft operations and resort towns.

Table 1
Airports Considered for Comparison
Ownership | Airport #of Comparable
Airport Distance Use Type | Based A/C Operations Criteria

Heber City Municipal City GA 73 16,468 (2011) Resort Town
I South Valley Regional | 50 miles City GA 165 { 75,000 (2011) Competitor

Prova Municipal 30 miles City Cs 104 | 172,014 (2011) Competitor

Driggs-Reed Memorial | 285 miles ity il 21 a0 (20063 Resort Town

Aspen-Pitkin County 340 miles County Cs 7 36,900 (20013 Resorl Town

grar_‘“ Jungtion 270 miles | City cs 99 50,987 (2013) Similar Size

egional ; -

Friedman Memaorial ; o i =

(Hailey) 320 miles City Cs 147 44 237 (2012} Resort Town

Garfield Count : ,

r;c;i';m] &‘:HS 280 miles | County GA 52 8,129 (2011) Resort Town

Montrose Regional 330 miles County Cs 81 26,460 (2012) Resorl Town

Yampa Valley : ;

{Ila:ty]:]en} e 270 miles County Cs 4 0,677 (2011) Resort Town

Eagle County Regional | 330 miles County Cs T8 3a400 (2012) Resort Town

Souree; U5, Department of Transportation Federal Aviation Administration, Adrport Master Record, Aceessed 2003

Surveys were sent to each airport requesting relevant lease information not provided on their
public airport master record. If a response was not received, the airport was contacted and

information was gathered over the phone.

The airports were provided with a matrix designed to gather information in five areas of interest
with respect to leases, fees, investments, lease clauses, inflators, and any additional information
that the airport could provide that would assist with the analysis. The survey results are provided

in Table 2.
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SECTION 3 - SUMMARY OF KEY FINDINGS

After reviewing the data collected, several observations were made from the averages of the data
and most common answers, as depicted in Table 3.

o The average lease amount per square foot was $0.24.
e  The initial lease terms ranged from 5 years to 30 years, with 19 years being the average.
o Nearly every airport offer some sort of extension, after the initial lease term. The
extensions are primarily used to update the lease agreements. A five year extension is the
most comman,
« Every airport’s lease included an escalation clauses based on CP1, with most of the
escalations occurring annually.
o All but one airport have reversionary leases; however, the terms of the reversionary
clause varied by airport.
e The most common extensions, beyond the initial lease terms, were based on the amount
(in dollars) of improvements.
Table 3
Summary of Key Findings
! Survey Question Average™ost Common Heber City
§ Mo, Hangars 6l 67
[
E Nu, Sponsor owned Hangars 29 3
f
=
E | Hangar Built in 2012 ! o
| £ ke =
[ En Hangar Built 2009-2011 3 9
= Waiting list Varics No
,E Ground Lease Type Varies Improved and Unimproved
i
E | Lease Amount per sqft/yr S0.24 $0.30/50.15
ﬁ | Initial Term 19 years 20 years
A E Extensions available Yes— 5 years Yes — 2, 5 year exlensions
e ¥N Yes Yes
‘...E,. Eid - - — i
2 3 | Basis Pl CPI
20
= Frequency Arnnual Antual
Reversionary Lease (¥/N) Yes Yes

Source: Jviation Ing,, 2013




SECTION 4 — OBSERVATIONS AND RECOMMENDATIONS

Heber City Airport has leasing policies in place that have worked efficiently in the past; however, the
policies may not account for the change in operations and demand for hangars that the airport is
starting to experience. In order to determine how the existing policies and rates compare to similar
airports, the existing rates and policies at Heber City Airport were compared to the surveyed airports
and overall averages from the survey data.

Observations

A collective look at the data gathered through the surveys gives a general idea of what the market
trends are for airports similar to Heber City Airport. Table 4 depicts how Heber City Airport compares
to market trends. Observations gathered from the survey are:

Rates: The rates at Heber City Airport are slightly higher than many of the airports surveyed;
however, airports with similar demographics (Aspen and Eagle) charged more than Heber City
Adrport. It should also be noted that Heber City Airport charges $0.30 per square foot of the
hangar footprint and then $0.15 for an additional 15 feet around the hangar. Many airports
charge the same rate for the building footprint and the 15 foot perimeter. As such, the total rate
charged at Heber is less than $0.30 per square foot which brings the rate in line with the market
trends.

Commercial Lease Value: It is likely that a commercial appraisal of the hangar pads would
show the rates of return, for the current economic conditions, as being undervalued.

Growth: Hangar construction is in line with market trends as Heber City Airport experienced

roughly a 13% growth with the construction of nine hangars between 2009 and 2011, The
majority of the hangars built during this time period were by the airport sponsors,

4]



Table 4

Leasing Observations and Recommendations

Survey Question Average/Most Common Heber City Observation
r o |MNo.Hangars - 6l 67 In-ling with Market
ﬁ, E Sponsor owned Hangars 29 3 Lower than Market
;E g Hangar Built in 2012 1 B 0 In-line with Market
Hangar Built 2009-2011 5 9 I In-line with Market
£ Ground Lease Type Varies Impreved and Unimproved |[NA
g Initial Lease Amount per sqft/yr 30,24 $0.30/580.15 In-line with Market
E %o Gross Revenue I 5% NA NA
g g |Initial Term 19 years 120 _w:ar? In-line with Market
la iE Extensions available Yes, 5 veoars 2, 5 year extensions &l In-line with Market
£, YN Yes Yes In-line with Market
82 [Basss CPI cpl In-line with Market
g " Frequency Anral Ammal In-ling with Market
Reversionary Lease {\:N} :ch ) Yes In-line with Market

Source; Jviation Ing,, 2013

Recommendations
From the observations and data collected, recommendations for the Airport’s future lease and rates

were developed. In general, Heber City Airport is very comparable to the airports surveyed and the
market trends. However, for the Airport to capitalize on the emerging market demand at Heber City
Airport, the following recommendations are given:

e Hangar Ownership: The number of hangars owned by Heber City Airport is much less than
most of the airports surveyed. This hinders the amount of control the airport has on the hangars
and ultimately land use. As demand increases for hangar space and development, it will
become critical for the airport to have more control over each hangar. As such, it is
recommended that the practice of using reversionary clauses in the leases be continued. Table
5 provides a summary of the rental rates from hangars that are owned by the airport.

Lease extension: If the land is not needed by the airport for current or future development
many airports with reversionary leases offer lease extensions for capital improvements to the
hangars. The duration of the extension is based upon the cost of the capital improvement. At
the surveyed airports, a fixed dollar amount was used to determine the length of the extension.
The amount needed to qualify for the extension was adjusted periodically. The size or value of
the hangar was not taken into account. At one airport the age of the hanger was a factor,
Capital improvements on older hangers could only use a fraction of the investment to qualify

for an extension.




An extension based upon a set dollar amount was not found to be practical as it would need to
be updated over time. It is recommended that extensions be offered for improvements worth
1/30 of the value of a new hangar of similar size,

For example a lessee has 10 years left on the lease and installs a new hangar door, The new
hangar door costs $5,000. A new hangar of similar size currently sells at the airport for
$150,000. The number of years the lease would be extended would be 1 year for every £5,000
of verifiable and airport approved improvements ($150,000 divided by 30). In this example the
hangar owner would qualify for 1 additional year on their lease.

Future Rates: The demand for new hangars will eventually exceed the existing buildable hangar
space and new hangars will need to be constructed. It is recommended that when the airport
reaches maximum capacity for new hangars, appraisal values be used to establish lease rates.

Future Commereial Rates: To ensure market value is maintained, at the end of the current life
of the commercial hangar leases, the lease should go through a competitive process to establish
an updated rate.

Table 5
__ Summary of Reversionary Lease Data
Survey Question AverageMost Common

Rent Base on {sq. ft., flat) Flat Fes

Approx size of Hangars 1532 sq, 1,

=10,000 sg. ft. (Flat Fee) - $3,764.27
Monthly Rent Amount | <2500 sq, ft. (Flat Fee) - §242.33
| <2500 sq, . (Sq. F1) - $0.25

Source; Iviation Inc., 2013

It is recommended that non-commercial hangar leases be standardized. The Commercial leases
currently urilized at the airport have been tailored to meet the business models at the airport.
Some degree of flexibility should be maintained when dealing with current and future
businesses at the airport. Recommendations for the leases are as follows:

a. Hangar Row

The hangars comprising “Hangar Row™ were built between 1989 and 1993. The hangar
leases are reversionary lease for a term of 30 years. The leases are non-escalating and are
for a flat fee for $50 per year. The first lcases granted will come due in 2019, The area
where these hangars sit will be needed for future development if the airport decides to
expand to meet the demands of aircraft that are already operating at the airport. It is
suggested that none of the leases in this area be extended. Depending on the cconomic
condilions at the time of reversion, the City can either, remove the hangars or rent them on
a month to month basis. The FAA currently has funding place holders for the airport
upgrade in 2021,



It is likely that relocation or condemnation will be necessary if the airport upgrade comes to
fruition in or before 2021. The City should provide airport land and/or improvements that
are comparable to the improvements currently being occupied by these lessees. If
comparable airport land or improvements are nol available, the City should buyout the
leaschold interest held by the lessee at the market value determined by an appraiser.

Daniel Hangars 2 - 22

The Daniel Hangars 2-22 were built between 1995 and 2008. These hangar leases are non-
reversionary leases with terms of 20 years and one 5-year extension. The leases have an
escalation clause and were initially set at $0.25 per sq. ft. per year for improved and 80.125
per sg. ft. per year for unimproved. No provision has been made to deal with the lessees or
improvements at the end of the lease. One hanger owner (hanger 5) has opted for a 30 year
(20 yr plus two 5 years extensions) reversionary lease instead of a non-reversionary lease.

The land in which the hangars are currently located on has not been identified as being
needed for future development. Tt is recommended that a S-year reversionary lease be
offered at the end of the 25 years (the initial term and the 3 year extension), but only if the
hangar is in good condition.

If the hangar is in poor condition, then the hangar owner will retain the improvements (the
hangar structure) and be required to remove it from airport property. Heber City will at all
times will maintain ownership of the property.
If the hangar is in good condition at the end of the reversionary lease, the City can do what
is economically best for the City. The options include, but are not limited to:
s Month to month leases, giving the prior lease holder the first right of refusal
to rent the hangar
s Resell the hangar and issue a new lease (giving the prior lease holder the
first right of refusal to purchase the hangar)
o Remove the hangar

It would be advantageous to implement a means for extending the leases on these 20
hangars beyond 30 years. Following the recommendation previously laid out in this
study, extensions could be offered to the lessees for improvements worth 1/30 of the
value, of a new hangar of similar size.



€.

Daniel Hangars 23 — 30

The Daniel Hangars 23 -30 are comprised of 8 hangars the City built in 2009. These hangar
leases are reversionary leases with terms of 20 years and two, 5-year extensions, The leases
have an escalation clause. The hangars are 75'%75" on 95°x95" pads, The 75'x75 area
under the hangar is initially leased at $0.30 per sq. ft. The additional 15" around the hangar
is leases at a different rate; 80,15 per sq. ft. per year, No provision has been made to deal
with the lessees or improvements at the end of the lease. It is anticipated that the structure
and the land will revert to the City at 30 years. If the hangar is in good condition at the end
of the reversionary lease, the City can do what is best economically for the City. The
aptions include, butl are not limited to:
# Month to month leases, giving the prior lease holder the first right of refusal
to rent the hangar
= Resell the hangar and issue a new lease (giving the prior lease holder the
first right of refusal purchase the hangar)
» Remove the hangar

It would be advantageous to implement a means for extending the leases in this area. It is
recommended that extensions be offered for capital improvements to the hangar or leased

pad.

Commercial Apron Area

Accommaodations have been made to commercial operators at the airport. Geographically
these buildings surround the main apron. Their lease terms and rates differ slightly from
the reversionary hangar leases. Commercial leases have been extended to the commercial
operators that meet the “Minimum Standards™ adopted by the airport. The lease terms have
been negotiated with the Airport Board and approved by the City Council. The terms are
based upon the business model and economic benefits that the business will bring the
airport and cormmunity.

Additional discussions on the commercial leasing practices are needed before specific
recommendations can be given.
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Appendix A
Reversionary Lease Information

Survey Response — Notes on Reversionary Leases

Airport

Extension Mechanism Note

General Remarks

South Valley Regional

I~ 15 Yr for initial Lcase term with an investment up
to 5111,500, an additional yvear for cvery 565,000

First Right of Refusal once lease is up at
new rate

| 2- 50%, of tenant investment is rcmg'ni'zr.d in the first
[ hall of lease, 25% in the last hali for improvement of

|%65,000 or more

Provo

1¥'r extension with for every 59000 of improvements,

At the end of the lease the lease can
continue to lease the building at the
same rate, but the ownership cannot

i1

change and it cannot be subleased.

Aspen-Pitkin County

Option to buy back or 1 reverts 1o
airport

“F

R

Grand Junction Regional

Tenant can remove the hangar or il
reverts to airport

Source: Iviation Inc., 2013




Heber City Corporation
City Council Meeting

July 19, 2012
6:00 p.m.
WORK MEETING

The Council of Heber City, Wasatch County, Utah, met in Work Meeting on July 19, 2012, in
the City Council Chambers in Heber City, Utah.

Present: Mayor David R, Phillips
Council Members Robert Patterson
Alan McDonald
Benny Mergist
Jetfery Bradshaw
Erik Rowland
Also Present: City Manager Mark K. Anderson
City Recorder Michelle Kellogg
City Engineer Bart Mumford
Planning Director Tony Kohler
Police Chief Ed Rhoades

Others Present: Weslie Durtschi, Nadim Abuhaidar, and others whose names were illegible.
Mayor Phillips opened the meeting and welcomed all in attendance.

Review Draft Franchise Agreement with Comcast of Utah: Anderson explained he sent this
draft agreement out in the packet before receiving a response from Comeast. Comcast emailed a
response today which was included in the extra materials. Comeast had some concerns with the
draft agreement. Council Member McDonald asked if the City would reecive 5% of the gross
revenues. Anderson indicated that the 5% payment was received quarterly. Council Member
MecDonald asked if Comcast provided an educational channel that could be used to view City
Council meetings. Anderson responded that meetings could be viewed if the City acquired the
equipment to record the meetings. Council Member McDonald asked how long the contract
would be in effect. Anderson stated the last agreement was for 15 years, but the City was now
proposing a 13 year contract. It was noted that the City reviewed Comeast’s contract with Park
City and incorporated portions of that agreement into the proposed agreement in order to
strengthen the City’s position. Anderson suggested asking Scott Dansie from Comcast to come to
the next City Council meeting and discuss the unfavorable issues in the proposed contract. One
of the issues was with the underground burial of cables requirement located in Paragraph 3.7(d).
Anderson stated Comcast thought putting cables underground throughout the whole City would
be cost prohibitive.

Review Utility Fees for Non-Residential Properties Larger Than One Acre: Mayor Phillips
explained Anderson broke down the large parcel customers by acreage in ascending order.
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Anderson pointed out there were a few parcels that didn’t have water accounts, Council Member
McDonald suggested blocking the fee by acreage, 1-5 acres one fee, 6-10 acres one fee, 10+ one
fee. Council Member Rowland wanted to take the median amount of each block and charge the
entire block that fee. It was decided to cap the fee at 540 for these larger parcels and not to
charge a fee on undeveloped parcels. Anderson stated capping the fee at $40 would net an 58,200
loss from the estimated $225,000 revenue from the utility fee. He stated he would instruct Mindy
Kohler to adjust the bills, but would bring this item to the next Regular Meeting for ratification.

Discuss Ordinance 2012-09 — Plat Amendment and Abandonment of Parcel B of the Valley
Station Subdivision: Anderson stated the abandonment of this parcel would allow the City to
transfer a portion of the land to Redmond Investment Properties. This item was moved to the
next Regular Meeting agenda.

Discuss Transfer of City Property Located at 1000 South 400 West to Redmond Investment
Properties: Anderson showed the proposed area to be deeded to Redmond Investment Properties
on an overhead. This item was moved to the next Regular Meeting agenda.

Review Recommendation from the Airport Advisory Board Regarding AH Aero Services
Request to Extend the Lease of Daniel Hangar #1: Anderson stated a letter from Abuhaidar
was included in the packet tonight. Anderson had some concerns with this request. He explained
he took some preliminary information from Grand Junction Airport since they were experiencing
a similar situation. In speaking with officials at the Salt Lake Airport, as well as Grand Junction
Adrport, there was hesitancy to have reversionary hangars because the owners were less likely to
maintain theni, knowing that after a certain time period, they would revert ownership back to the
city. Anderson stated that leases depreciate. Anderson called the Salt Lake City Airport and they
indicated they had annual inspections and required the lessees to maintain the hangars. In Grand
Junction, some hangars were so deteriorated that they needed to be removed. This airport also
did not extend any leases. Hodges evaluated the Heber City Municipal Airport in 2007, and said
the leases should be set up as straight line depreciation. Council Member McDonald asked why
the City had reversionary leases, Anderson said when the hangars were built in 1989, the Airport
was much different than today.

Another issue that Abuhaidar brought up in his letter was that people had a difficult time getting
financing to buy hangars. Anderson indicated that was not the City’s problem. Anderson also
wanted the FAA to weigh in on granting one request and then not granting a future similar
request, Anderson felt the City would need to treat all requests the same. Also, Anderson was
nervous about committing this piece of land because the City didn’t know about the future plans
of the Airport.

Referring to Hodges’ study, Anderson read about Hodges’ concern about reversionary leases.,
Mayor Phillips stated this issue was about the future growth of the Airport. He wanted to make
sure the City was taking care of its interests. Anderson indicated he would look at getting a new
Airport Hangar Layout Terminal Area Plan this year.

Mayor Phillips asked Abuhaidar about the status of his building. Abuhaidar stated the building
had a reversionary rate. He indicated he was making this request because he wanted to invest in
the Airport. He had worked behind the scenes to get a better approach, remove the night landing
limitation, and wanted to expand the Airport to a C2 Airport. He explained he definitely had a
need for more hangar storage. He had committed to higher fuel flowage fees and he was
Page 2 of 6
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committed to making the Airport a success. According to the current plan, he couldn’t build a
large hangar.

Abuhaidar also explained if FBOs committed capital, they wanted assurances that they would be
there for a while. He thought a reversionary lease would also benefit the City because there
would be liquidity at the Airport. Anderson clarified that the City could have a terminal area
plan, but the old snow removal building would have to be removed.

Council Member Rowland stated, as a member of the Airport Advisory Board, that Abuhaidar’s
request had a unanimous approval by the Board. They were aware that the lease would take the
hangar out to 42 years, but they felt the age was okay. They also felt the extension of the FBO
lcase was a special case so other requests could be denied. Abuhaidar stated that within the lease,
there was a provision that if the hangar was in bad condition, it could be condemned. Council
Member Rowland stated the concerns were that the decision made would set a precedent, and
that an extension would tie up the land for too long of a time. Council Member Rowland felt that
Abuhaidar’s request was a good balance of providing resources that the FBO needed so the City
could look good to the patrons of the Airport.

Verbatim:

Council Member McDonald: My opinion would be that before 1 would get involved in the
extension of leases, of which 1 am neither for nor against yet, I would sit down and get your FBO
agreement worked out first before | would move on to this. There were some patts we had talked
about before, about the fuel fees and other things, let’s try to clean out the old document — I'd
like to get that in place first before we move on to this one,

Abuhaidar: You mean the seven year extension that we did last year?

Council Member McDonald: Actually the agreement itself. T know therc are parts in the old
agreement that were done by the FBO, I know there were parts . . .

Anderson: about fuel flowage.
Abuhaidar: Mark loves that one,

Council Menmber McDonald: That would be in my best interest to clean that up and get that in
place before [ would tackle this one.

Abuhaidar: We had talked about the negotiation and it was the desire of the Council at the last
Council meeting when we discussed the lease extension that we would certainly want to do that.
But this is more of a near-term need of the FBO., 1t’s in our interest to have control of that
hangar.

Mayor Phillips: Let’s poll the rest of the Council. I know Councilman Rowland, wearing his City
Council hat, is in favor of extending this lease. Alan (McDonald) said he was neither for nor
against it, he would need to think it over, but in the meantime let’s crank out some verbage —
which it doesn’t have to take two months to do. What do the rest of you think?

Council Member Mergist: I'll support the recommendation of the Airport Board,
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Council Member Bradshaw: Same here.

Council Member Patterson: I'm kind of half and half. I’m not in favor of extending it, but every
time Abuhaidar comes in here, and then Eric speaks to us, and 1. . . but it’s more economics than
anything.

Mavor Phillips: What I'm hearing is that three members are saying they are ready to put this on
the regular agenda, and someone asked Alan’s question and said do you want to do that and then
work on the verbage with Abuhaidar on a couple of pending issues? Or, are you willing to hold
on extending the lease until we get that worked out if we can get that worked out in the next four
to six weeks?

Council Member Rowland: 1 would like to see a version of the FBO agreement the way we
would like to see it, and perhaps it needs . . . changes as Alan’s discussing,

Abuhaidar: Our commitment with the lenders is 90 days and if we can’t get it in 90 days we lose
the package. We could extend it by both sides but we're in escrow right now and have until the
end of August to get the option ironed out.

Mayor Phillips: the things that Alan was talking about, were there any glitches Nadim, that you
see? Anything that you're going to dig your heels in on, that we're going to reach an impasse?

Abuhaidar: No, I think in talking about cleaning up the leasehold area, I think it’s pretty straight
forward, the language would be a lawyer backed court release thing; [ don’t have an issue with
tightening it up. The most important thing was that we were going to clean it up and negotiate an
additional seven years. Last time, we got seven years extension with the understanding that we
would negotiate an additional seven in good faith. I know it’s in the best interest of the Council,
to put it plainly, the more we make, the more we can make, whether its increase in FBO leases or
increased fuel flowage. whatever’s on paper, it works together. We've got to be able to function
well in order to negotiate higher and higher rates.

Mavyor Phillips: would you be able to submit some language to the Council in a couple of weeks
from now on cleaning up that verbage?

Abuhaidar: Sure, [ can if you'd like me to initiate that.

Council Member Rowland: (to Abuhaidar) How would you prefer?

Abuhaidar: I would prefer a draft, because there are some ideas coming from . . .

Council Member Rowland: 1 know Mark has some ideas on things to change.

Abuhaidar: 1f we had a draft, we could use that to start with.

Mayor Phillips: We could throw something your way and the Council could look at that. This

could come together if that’s the way the Council wants to go, it’s their call. If they want to put
this on the next agenda, then say it right now. If they want to work that out just say so right now,
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Council Member Bradshaw: | think we need to get things ironed out and get it on the next
agenda,

Mavor Phillips: So Mark, can you get them some information as soon as you can, and get it back
and forth and to the Council, maybe even before the packet goes out. This 18 something we can
get done, wasn’t there just a seven year lease extension given in the last month or two?

Anderson: on the FBO lease

Mayor Phillips: (to Abuhaidar) I think they gave you a seven year extension with the
understanding you would work these other things out.

Summarized:
This itemn was moved to the next Regular Meeting agenda on August 16.

Anderson stated he wanted the FAA to weigh in on the Board’s recommendation. The Council
agreed that it would be beneficial to hear from the FAA. Anderson stated the hangars didn’t have
fire protection. It would be fine for storage but for not for any other purpose. He stated if
Abuhaidar had an interest in building a hangar, that potential would exist.

Recommendation from Airport Advisory Board Regarding an Increase in Hangar Lease
Fees and Modifications to the Lease Currently Offered: Anderson stated the Airport
Advisory Board recommended a rate increase on the City owned hangars and felt if the lease
rates were raised, it would be an incentive for the renters to buy the hangars. Council Member
Mergist thought the renters might leave if the rates were raised. Anderson also indicated the two
hangars being rented on Hangar Row were recommended to be raised from $400 to 450 per
month. It was suggested that the proposed rate increase equal a monthly payment of a hangar
loan, It was also discussed that the current renters would not be potential buyers, since the price
was out of the range of most small aircraft owners. Anderson stated that to recoup the cost of the
hangars, the City would have to sell for them for $206,000 each. The City currently owed a total
of $980.,000 for the unsold hangars, and Anderson felt the City should reevaluate the sales price.
If the sales price was reduced to $250,000, the corresponding rental rate would be $1,667 per
month. He thought that a rate increase to anything over $1,200 per month would probably lose
Lenants.

Council Member Rowland suggested that if the City continued renting the hangars then it would
no longer be selling “new™ hangars. He was in favor of raising the rent and lowering the sales
price. Council Member McDonald was in favor of not waiting to make a profit bul just breaking
even to get the hangars sold.

Anderson suggested raising the lease to $1,600 as of September 1% and listing the hangars for
$275,000, The Council agreed to the new sales price and moved the lease rates to the next
regular meeting agenda.

New hires: Anderson reviewed that the City hired Ramona Pace as the Code Compliance
Official. He stated she currently worked 30 hours per week, but in the winter she would work 10
hours per week. She lived in Coalville and was doing a good job.
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Terry Loboschefsky was hired as the part-time Airport Manager. Anderson remarked that he had
built his own airplane, and was a meticulous person who also worked for Dave Hansen. As a
profession, Loboschefsky oversaw engineers, but he retired because he was tired of traveling,
Council Member McDonald asked if he could run equipment. Anderson stated he could use
some equipment, but was quick learner. Anderson felt he would take good care of the equipment.

Linda Bliss began working as Public Works Secretary on Monday. Previously, she worked at
Walmart and the Fourth District Court. Anderson also mentioned that Tozier interviewed 11
people for the two Maintenance Worker positions that were open.

The Council agreed to cancel the City Council meeting scheduled for August 2 because of Fair
Days.

Anderson asked for the Council’s input about the 300 West irrigation line. The County wanted to
put in the line and requested that the City delay chip secaling the road until the County finished. It
was decided the City would wait until spring to chip seal the road.

Council Member McDonald requested that an impact fee agreement with the County should be
signed so there would be no misunderstanding on the matter.

Anderson also informed the Council that Mandy Anderson filled in as the Public Works
Secretary for cight weeks until Bliss was hired. He stated the Personnel Policy allowed the City
Manager to approve a one-time pay with the consent of the Council. The Council agreed to give
Mandy Anderson an appropriate amount at the discretion of the City Manager.

Other Business:

Mayor Phillips stated he was grateful that the Veteran’s Memorial plans were progressing. He
indicated he wanted to meet with the County to move the proposed Police Building forward as
well.

Mayor Phillips also discussed City Council wages, travel allowance, and car allowance and
indicated he wanted to see the Council wages increased. Council Member Mergist thought the
Council should restructure its pay and not mask it or break it down. Council Member Rowland
thought if he got travel pay it should be justified, but not given as a mechanism to increasc the
pay. He was comfortable with having a public forum to discuss that. Council Member Bradshaw
asked what the County Council, the School Board and the Midway Council made.

Mayor Phillips recommended raising the wage $250 per month and travel and insurance $150
per month. This item was moved to a public hearing on August 16. It was indicated that the
public hearing would be advertised in the newspaper.

With no further business, the meeting was adjourned.

Michelle Kellogg, City Recorder
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Heber City Corporation
City Council Meeting
August 16, 2012
7:00 p.m.
REGULAR MEETING

The Council of Heber City, Wasatch County, Utah, met in Regular Meeting on August 16,
2012, in the City Council Chambers in Heber City, Utah,

Present: Mayor David R. Phillips
Council Members Robert Patterson
Alan McDonald
Benny Mergist
Jeffery Bradshaw
Erik Rowland
Also Present: City Manager Mark K. Anderson
City Recorder Michelle Kellogg
Planning Director Anthony Kohler
Police Department Lt. Jason Bradley

Others Present: Tim Glenn, Tom Bonner, Dennis Roberts, Jim Morgan, Tracy Taylor, Sam
Steed, Mattie Kirby, Lisa Wardell, Jeff Findarle, Mitch lordachescu, Weslie Durtschi, Nadim
AbuHaidar, and others whose names were illegible.

Mayor Phillips opened the meeting and welcomed those in attendance.

Pledge of Allegiance: Mayor David Phillips
Prayer: Council Member Erik Rowland

OPEN PERIOD FOR PUBLIC COMMENTS

Mayor Phillips asked for comments from members of the audience who wished to address the
Council on topics that would not be addressed on the agenda. None were given.

CONSENT AGENDA

Approval of the UDOT Aeronautical Operations Division Project Application and Grant
Agreement for State Aid for Development of Public Airports: Council Member McDonald
hoped the City was awarc that it would have to maintain this project for 10 years. With the
currently written FBO lease, the grant, and others like it, could tie the City’s hands when it
received State money and it could override the lease with the FBO. Also, there was wording thal
would duplicate the FBO agreement. He suggested changing the FBO agreement to allow for the
grant stipulations.
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Anderson clarified that the grant in question would be issued by UDOT Aeronautics and not the
FAA. He stated as the City entered into agreements with the State and the FAA, the FBO would
have to agree to comply with the stipulations.

Local Consent — Temporary Special Event Beer Permit for Wasatch County Parks and
Recreation Department - Wilderness Circuit Finals:

Local Consent — Single Event Permit to Serve Alcoholic Beverages — St. Lawrence Catholic
Church Fall Festival:

Ordinance 2012-11- An Ordinance Amending the Consolidated Fee Schedule to Cap the
Maximum Utility Fees for Multi-Family and Non-Residential Properties $40.00 per month:
Council Member McDonald thought this cap should also cover residential as well as multifamily
and nonresidential units. It was clarified that the most single family residences would pay would
be $4.83. Council Member McDonald also asked if people could combine parcels to get the fee
break of the $40 cap. Anderson stated both parcels would have to have buildings on them
because raw ground would not have to pay the fee. Council Member MecDonald suggested
adding language that parcels could not be combined.

Council Member Patterson moved to approve the four items on the Consent Agenda with the
change in Ordinance 2012-11; adding a footnote to the Consolidated Fee Schedule that would
state, “Parcels shall not be combined.” Council Member Rowland seconded the motion.

Voting Aye: Council Members Patterson, McDonald, Mergist, Bradshaw and Rowland.

PUBLIC HEARING

Public Hearing to Consider Increasing the Total Compensation of the Elected Officials of
Heber City: Anderson stated this Public Hearing was advertised for the last two weeks in

compliance with the law. An overhead was displayed with the Council’s current pay and three
options. Mayor Phillips opened the Public Hearing for comments from the audience.

Dennis Roberts, Valley Hills, asked if this compensation increase would require an amendment
to the budget. Anderson affirmed that it would. Roberts stated there was interest when the budget
was proposed, so why didn’t the Council propose the increase during the budget process. Council
Member McDonald stated he thought this proposed increase should be discussed, but any actual
increase should wait until the next budget year.

Lisa Wardell, Heber, thanked the Council for doing a great job. She was not necessarily against
an increase for the Council. She was concerned that if this increase was passed, then when
people came to the Council with requests, they should take into account the millionaires as well
as the refugees. She asked the Council members to do more research into the concerns placed
hefore the Council, She felt the Council already did this more than other councils and boards that
she had observed.

Mattie Kirby. Heber, stated the people elected the Council members and they knew at that time
what the salary was. Recently it was proposed to raise taxes, but the Council listened to public
and didn’t raise them. Now, the Council wanted to use City money for raises. She felt the
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residents didn’t have confidence or trust in the Council, especially after the Heber Light and
Power issue, which some on the Council hadn’t paid back.

Tracy Taylor, Timp Meadows, asked for a copy of the salary increase options. She thought there
wasn’t a full representation from the public at this hearing because it was being held when many
residents took vacations. She stated it was unseemly for the Council to vote for a raisc for
themselves. Some on the Council didn’t return the Heber Light and Power money and then took
a 30% raise from City. She was disappointed and stated they were doing this job for the money.

Mayor Phillips closed the public comment portion of the meeting. Council Member McDonald
asked if General Funds would be used to support this wage increase. Anderson stated surplus
funds would be used and the budget would need to be amended, Council Member McDonald
apologized for not being at the previous meeting and asked for an explanation as to why the $400
per month raise was suggested. Council Member Bradshaw explained he didn’t know where the
$400 came from, but he said the City budget was over $14 million and the $400 increase was
much less than 1 percent. The Council had not had a base wage increase in 10 years. Also, in
comparing wages with other cities, Heber was on the low end of the scale, and some councils
included health and retirement benefits along with their wages. He added that Taylor said it was
unseemly for the Council to give themselves a raise but according to the Code, the Council was
the only one that could give itself a raise.

Council Member McDonald suggested transferring the allowances to be part of the $900 base
pay.

Mayor Phillips thought the Council worked hard. He stated many more hours were now devoted
to this job than were needed in the past. Mayor Phillips clarified that he didn’t vote himself a pay
raise nor did he plant the seed for his raise.

Council Member Rowland stated he didn’t like having this discussion, but the State mandated
that only the Council would be able to increase its wage. He hoped the Council would consider
his options he sent in emails- raises based on formulas rather than arbitrary numbers. He agreed
with Council Member McDonald that there should be no additional allowances given, just a base
wage.

Council Member Mergist stated he was not opposed to a wage increase, but he didn’t want an
increase in allowances. He thought the raise proposed by Council Member McDonald for the
Mayor was worth it and more considering the work he did.

Mayor Phillips reviewed what the Council pay went for as far as traveling, training, and
workshops. He was proud of the Council, as well as the City Manager and staff. Council
Member Patterson concurred that he would have given a larger raise to Mayor Phillips and the
City employees. He stated they worked hard and deserved more than what they were making. He
stated he supported this raise,

Council Member McDonald moved to increase the base wage by eliminating the car insurance
and travel allowance to a total of $10,800 per year. Motion died for lack of a sccond.
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Council Member Rowland moved to approve Option Three (net increase of $2,400 per year for
the Council only), with it going into effect July, 2013, and have the insurance and travel
allowances included in the base wage. Motion died for lack of a second.

Council Member Patterson moved to approve Option One ($400 per month increase for the
Council only), and increase Mayor Phillips wage $150 per month. Council Member Bradshaw
made the second. Voting Aye: Council Members Patterson and Bradshaw. Voting Nay: Council
Members McDonald, Mergist, and Rowland. Motion failed.

Council Member Mergist moved to approve Option One ($400 per month increase for the
Council only). Council Member Patterson seconded the motion. Voting Aye: Council Members
Patterson, Mergist, and Bradshaw. Voting Nay: Council Members McDonald and Rowland.
Motion passed.

ACTION ITEMS

Review Recommendation from the Airport Advisory Board Regarding Increasing Hangar
Lease Rates: Anderson reviewed that at the last work meeting, the Council reviewed the
recommendation made by the Airport Advisory Board of increasing the hangar lease rates. The
rationale behind the recommendation was to make the hangars more desirable to purchase, and
there was concern expressed over the deterioration/wear and tear on the hangars that were for
sale. Mayor Phillips opened the meeting for public comment.

Jim Morgan, Park City, stated it was his intention to move to Heber. He remarked that the 75x75
hangars were built for big business jets. Then the prices and the market declined. He thought the
lease fee should not matter to the hangar sale because a buyer for that size would not be renting
it. He was also concerned that the FBO owner was on the Airport Advisory Board. Morgan felt
AbuHaidar wanted to increase the rent so the tenants would leave the City hangars in order to
rent his space. He thought a 60% increase in rent was a lot, and quoted other airports” rates. He
was interested in seeing the Board’s research that would back up a 60% increase. He noted that
by being a tenant, he also used the restaurants in town as well as other amenities. Finally, he
stated the fuel at the Heber Airport was more expensive than nine other surrounding airports, and
he sometimes flew to Evanston to fuel up.

Mayor Phillips stated the City had a good Airport Advisory Board. Council Member Mergist
asked why Morgan went to Evanston to buy gas in order to save money. Morgan indicated he
wouldn’t go there specifically for that reason, but would stop there if he was flying in the area.
Tim Glenn, Heber, stated his group pushed for the ability to rent a partial hangar. He noted that if
that arrangement hadn’t been made, the hangar would have probably still been empty. He
recently looked for other hangars and found cheaper ones. He stated the market did not support a
60% raise, and thought the City would end up with empty hangars.

Jeff Findarle, Midway, stated property values went down since 2008. If the hangar prices were
reduced, they would sell. He knew the people renting these hangars for their small planes would
not be buyers for these hangars. He also thought the City should adjust its income to include fuel
as well.
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Mayor Phillips stated the Airport was an assct to the City, Experts had been consulted regarding
the Airport, and the City Council was trying its best to serve the City well. Findarle offered some
suggestions on how the City could increase its revenue.

Sam Steed, Heber, indicated that AbuHaidar operated a top notch operation, He knew that
smaller planes piggybacked off of the corporate jets. He loved to fly and loved Heber, but
wouldn’t be able to stay if the rates were raised.

Mitch lordachescu. Heber, commented that he liked the community Airport. He requested that
the City cater to the little guys too. He stated flying was a nice hobby, and asked the Council to
please reconsider the rate increase. Council Member Mergist asked if six airplanes could fit in
one hangar. lordachescu indicated the planes would get scratched and dented if the renters
maoved them around to get them out of the hangar,

Council Member Rowland stated he was a member of the Airport Advisory Board. He did not
have a plane so he had no interest in the decision. He explained that the Board struggled for quite
some time over this issue. The intent of the City was to sell the hangars, and the hangars were
now three vears old. The Board felt the City was competing with itself, People would rather rent
than buy because it was more cost effective. The Board tried to correct this situation by
increasing the rent. Also under consideration was reducing the price of the hangars. The City
didn’t want to sell used hangars and it needed to create a rate that would no longer compete with
itself, Council Member Rowland stated the Council needed to decide if it wanted to be a property
management company. As a Board, the instruction was given to sell the hangars and this was
what would accommodate that direction.

Steed didn't understand why he and the other renters couldn’t stay until the hangars sold.

Council Member Mergist moved to leave the lease rates at they currently stood. Council Member
MeDonald seconded the motion. Council Member Rowland asked if the Council wanted to look
into a situation where the City would have more rentals. He thought there was liability and
overhead involved with that scenario. Council Member Bradshaw asked how many hangars there
were for sale. Anderson indicated there were six hangars for sale, Council Member McDonald
hoped to break even on the hangars and preferred keeping the tenants to help the Airport stay in
the black. Council Member Rowland thought the rate should be increased, but maybe not by
60%.

Voting Aye: Council Members McDonald, Mergist and Bradshaw, Voting Nay: Council
Members Patterson and Rowland.

Ordinance 2012-09 - Plat Amendment and Abandonment of Parcel B of the Valley Station
Subdivision: Council Member Patterson moved to approve Ordinance 2012-09, plat amendment
and abandonment of Parcel B of the Valley Station Subdivision. Council Member Bradshaw
made the second, Voting Aye: Council Members Patterson, McDonald, Mergist, Bradshaw and
Rowland.

Approve Transfer of City Property Located at 1000 South 400 West to Redmond
Investment Properties: Council Member Patterson moved to approve the transfer of City
property located at 1000 South 400 West to Redmond Investment Properties. Council Member
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Rowland seconded the motion, Voting Aye: Council Members Patterson, McDonald, Mergist,
Bradshaw and Rowland.

Approve Request from Wasatch Aero Services to Extend the Lease of Daniel Hangar #1:
Council Member McDonald stated he was concerned with the grant requirements because the
Lease Agreement didn’t allow for any grant stipulations. AbuHaidar stated there was nothing in
the Agreement that would violate the grant stipulations. Council Member McDonald gave the
example of an FAA grant for the City, but the City had to agree to certain requirements or suffer
a penalty. He asked for language to be added to the Lease Agreement that would require the FBO
to comply with grant stipulations, or in other words, the grant requirements would supersede the
Lease Agreement. AbuHaidar stated exclusive rights and discrimination were the two items that
should be in an FBO agreement.

Mayor Phillips remarked that the City had worked with AbuHaidar over the years, but how
would the City protect its interests if the FBO was sold in three years. He asked what would
happen to those cxtensions. Anderson said the Board considered the extension because it was for
the FBO, not an individual hangar owner, and because the extension would benefit the Airport.

Council Member McDonald proposed that in five years the City could give the FBO first right of
refusal. AbuHaidar indicated that in order to receive financing, the bank wanted to see a 20 year
lease. He noted that minimum standards had been set regarding the amount of hangars and
storage space needed by an FBO. He thought the City and FBO were tied together now more
than ever. The new regulations would increase the demand for this Airport and the FBO needed
to be prepared for this inereased demand.

Mayor Phillips read from Anderson’s staff report. Anderson stated Council Member McDonald
preferred discussing amending the FBO lease extension as well as approving an amended FBO
lease agreement. Council Member Rowland asked to remove the FBO Lease Agreement from
consideration for this discussion. Mayor Phillips asked if AbuHaidar would consider paying for a
lease extension. AbuHaidar indicated that at one time he had been asked about giving
consideration for the extension, and stated there was a 1% transfer fee in the Agreement. Mayor
Phillips thought for a 17 year lease extension, there should be some consideration. Council
Member McDonald stated the City would have the value at the end of the lease, so what would
make the City want to extend the lease. AbuHaidar replicd that the reverse would be after 20
years, and another reason would be that the FBO wouldn’t be able to maximize the Airport goals.

Mayor Phillips asked that in order to protect the interest of the City, should the Council grant the
extension but reverse it in the case of the sale of the FBO.

Council Member McDonald suggested adding language to the original lease that after the five
year option, the City would give the first right of refusal to AbuHaidar to rencw the lease for the
next 15 years. Anderson wanted to look at the map of the Airport and talk about future options.

Council Member Rowland moved to approve the lease extension of Daniel Hangar #1, leaving
the lease as currently written and approving the 17 year request plus a five year gxtension option,
making the total lease a 30 year non-reversionary lease with no further lease exiensions and no
reviews. Council Member Bradshaw made the second.
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Council Member McDonald reviewed that this motion took the eight remaining years of the lease
and moved it to 25 years, with the rate being adjusted by the Consumer Price Index (CPI).
Anderson said he would use the same lease and replace the cight remaining years with 25 years
plus one extension. Council Member McDonald asked if the owners on Hangar Row would get
the same consideration. Council Member Rowland suggested that should be done on a case-by
case basis. Anderson indicated one hangar owner had already requested an extension,

Voting Aye: Couneil Members Patterson, McDonald, Mergist, Bradshaw and Rowland.
Council Member Mergist questioned the warrants because one invoice had not been paid for four
or five months. Anderson explained that the invoice didn’t get to Accounts Payable until

recently.

With no further business, the meeting was adjourned.

Michelle Kellogg, City Recorder
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HEBER CITY CORPORATION
75 North Main Street
Heber City, Utah
Adrport Advisory Board Meeting
Wednesday, August 14, 2013

4:00 p.m.
Regular Meeting
Members Present: Madim AbuHaidar Airport Advisory Board
Dave Hansen Airport Advisory Board
Kari McFee Atrport Advisory Board = ;
Tom Melville Airport Advisory Boardl, %
Erik Rowland Airport Advisory

Absent; Jeff Mabbutt Airport Advisor f‘ﬁﬂary
Mel McQuarrie Airport Advisery B§
Others: Mark Anderson City Manage /
Terry Loboschefsky  Airport Manager
Karen Tozier > _irp{zqrt Advisory Board Secretary
\
Others: Kirk Nielsen, Cole Miller, Morgan Ein% 8 d Paul Boyer,
o ]
g, z.!-

Chairman Rowland convened the mceting‘n?%ﬂﬂ! p.m. with a quorum present. He welcomed
guests present and the guests were intmﬂ%ﬁ

'

Approval of Minutes 5,1 w
June 12, 20 r Minutes

AbuHaidar ‘:ﬂCﬂI‘I{i tion, Voting Aye: Boardmembers AbuHaidar, Rowland, Melville,
Hansen, and Mct‘ ing Nay: none. The motion passed.

Ttem 1 @”:Aﬁ:%ﬁt Manager Report
Tcrnki}i/ ‘!ChL y reviewed information from his report. There was discussion of upcoming

Boardmember McFee % Jto approve the minutes of the last meeting. Boardmember
t

projec arding the 2013 Airport Development Plan RW 4/22, Anderson indicated that
Armstrgng Consulting had prepared a grant application that the Council will be looking at

LOImo night to look at construction of the runway apron and rehab in the best case for spring
of 2014. The design grant had been awarded and is in progress right now. Anderson related that
Kristen Hartmann of the FAA has said there would probably be a 75 % chance of the project
getting funded. The City has identified the source of the match money. Tt is looking promising
that this will stay on target. The hope is that we can get this project done next spring versus next
fall or the following spring. Loboschefsky mentioned coordinating this with OK3Air,

Loboschefsky indicated that there 1s Blackhawk refueling lor the fire at Rockport; a NOTAM has
been filed.
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Item 2 Kirk Nielsen, Jviation, Review of Draft Lease Rates and Policy Analysis
Report

Kirk Nielsen indicated that they had completed the survey portion of the study. There would be
two different documents; the rates and charges document and then the leasing policy would
follow after this. Morgan Einspahr of Jviation presented information from the surveyed airports
and the data they had collected.

Einspahr indicated what they would go through in this presentation would be the airppr
compared for the survey, the basic survey questions, how the survey was distributed, the
results, the recommendations and then what the Board should expect from them €gming u
indicated that one of the things that had stood out was the number of spnnsmg«gﬁfnc ngars,
Einspahr noted the reason this one is so high is that as you look back at thejrestlts, Provo and
South Valley Regional Airports own a disproportionate number of ha s%%

kﬂ%%ﬁhu.

ngar oost the
numbers; if you take those two airports out it is not quite as high. Tak
' eXC
%

wo out, Heber
City is barely lower. She indicated that basically everything is in line pt the number of
sponsor owned hangars, N L,;ﬁ’

) |

Kirk Nielsen stated that one of the things that they wanted to tryte™ uge, and he indicated he
did not know how well they got this, was, are the hangar/gates hege in Heber stifling growth? He
indicated he thought looking at that and comparing it to tl%%moﬂs in the study you would
probably say, no, that the amounts you are charging aré in lingy-1f you look at the number of the
hangars built, are you having the same growth ag-ally c'other airports? The answer is really yes.
The reason why they average a five between 2009 a '_23;] | is because Provo built 16; they were
the ones that were kind of the outliers. Most of Eﬁ?ﬁa:ﬁgarﬂ that were built in 2009 and 2012
were really sponsor owned hangars. N /
o ¥
In reviewing the results of surveyed rev_qrfﬁ;nnaﬁ'lcascs, Morgan Einspahr indicated the
information had not entirely been a cefnparison of apples-to-apples on the rent amounts either
because of hangar size or the rent ]:a{iﬁig;’%ﬁéjffcrent. She noted this still gives a good range of
what others are charging. £\
)
Kirk Nielsen addressed thqr‘tﬁ"ﬁglnf offering extensions for leases. The majority of the airports
have the initial term, if youltake out Aspen which brought the average down to 19 years, then the
Heber City Airport wcﬁ.ﬁ pfgﬁhbl}f be between 20 and 30 years for the initial term on the lease.
Every airport offeredeat 3@& one extension onto the lease. Doing that seems to be relevant in the
industry. As for & Lmﬁ?goﬁm on top of that, what we gathered is that they would grant extensions
i they were reversionary leases only based upon capital improvements. Nielsen pointed out the
notes of Sc:utg V%cy and Provo. In South Valley they needed to invest $65,000 to extend a
leaseane year.yHeé summarized that you'd have to put quite a bit of investment to extend your
lease ET%%V% ey.
|.-’.’__¢-' d
The Bﬂ%;d asked if other airports had expressed concerns over their own policies. They were
apprehensive to adopt policy from an airport that recognizes their policy is deficient. Nielsen
summarized that from the results the City should stick with reversionary leases and the Board
asked questions and discussed this topic further. Discussion that making sure that hangars are
maintained is very important and that incentivizing hangar lessees to upgrade is a good idea,

Paul Boyer asked if he could add something as a hangar owner. He indicated that as he listened
to this whole thing that all he was hearing was what is best for the City and you are not
addressing intangibles like the goodwill of your owners. He spoke of the potential outcome at
the end of the lease or lease extension being someone who strips everything out of the hangar
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and knocks the heck out of it and the City will be stuck basically with a pile of rubble. He
indicated he was talking about non-reversionaries and stated that, “If you want to create that
atmosphere at the Airport, you continue down this way.”

Kirk Nielsen stated that the second recommendation would be talking about the leasing policy,
being able to say (this is) a capital investment; and this is where you get into the goodwill with
the hangar owners. He indicated this is by recognizing the investment, (indicating) we recognize
what you are doing here at the Airport.

Discussion continued on leasing extensions, standardization of hangar leases and poli€y.
Boardmembers AbuHaidar, McFee, and Hansen thought that Jviation should flesh this odt.
next step was to draft a lease policy and hold a tenant open house. Converting eveégything to'a

reversionary lease was mentioned. Reversionary, non-reversionary, and cxlg%s re debated

at length by all those present. t%
SCugsi

There was discussion of timing with regard to upcoming meetings. %l mﬁ%eviﬂwing
Jviation’s draft before the Board met again; there would be a draft at the next board meeting, and
Nielsen indicated a tenant open house potentially in between bqarda\g\'eﬁclir:g The Board was
okay with having the policy be emailed to them so they coul e‘édﬁ'le prepared. The next meeting

would be scheduled for Wednesday, September 18" s \
. :'.'b_: '/:
Item 3 Discuss Use of Pilot’s Lounge \ }Q%;%
A .
Ry,

Karen Tozier had forwarded an email received [0 a%ﬂr Boyer regarding access to the pilot’s
lounge for use, specifically of the restrooms, after hoties when the FBO is closed. The City is
working on getting a keyless entry. A lock has beéfi ordered but has not been installed yet.
Anderson wanted to know from those pmﬁ%%%what was expected in this space; what is typical.

f i
Boardmember Hansen thought at least tlmﬁ%l;?ﬁ'ld be some place to sit down and a small table.
The Board was okay with budgeting fora e of chairs and a table. Anderson asked Kirk
Nielsen if he had ever seen vandalismiof places like this. Nielsen indicated in Logan someone
had stolen the computer out of the pilot’s lounge. Discussion of having a wireless router in
Loboschefsky’s office with a jaséword that could pilots could use. Chairman Rowland asked if
the Board would be okay wff%iudgetiug $1,500. The Board was okay with this and they also
thought to keep access tmtﬁ‘%l:-g]ﬁding on the airport side.

Item 4 Discuss, Airport Garbage

Al i
Discussion umﬂ%w‘farwiding garbage bins at the Airport and where they would be placed.
There was a'decision to"postpone this to next month and look for solutions. Boardmember
Me[ﬁ’@l@@mid' Fp;ﬁ to table this to the next meeting. Boardmember McFee seconded the motion.
Voting Aye PBoardmembers AbuHaidar, Rowland, Melville, Hansen, and McFee. Voting Nay:
none. The motion passed.

,

Item 5 Update on Hangar Sales — Discuss Future Hangar Development

As the allotted time Tor the meeting was running close, Chairman Rowland indicated there was a
document provided in their packets for this item. He encouraged the Board, barring any
complaints that they are not discussing this tonight, to make this the first agenda item at the next
meeting. He noted this is connected to the following agenda item on Discussing the Airport
Goals / Projects as well. There was a decision to postpone this item and the following item.
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Item 6 Discuss Airport Board Goals/Projects

Other Items as Needed

Mark Anderson noted that regarding landing fees for July there had been 133 planes that were
itinerate that weighed over 8000 Ibs.

Boardmember AbuHaidar moved to adjourn the meeting. Boardmember McFee s the
motion. Voting Aye: Boardmembers AbuHaidar, Rowland, Melville, Hansen, and cFee,
Voting Nay: none. The motion passed. The meeting adjourned at 5:39 p.m.
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The following materials were
provided to the Mayor and City
GCouncil during the
Fehruary 6, 2014 Work Meeting.



Airport Hangar
Leases:

Using Complete Information
To Find A Win-Win Solution

by Barry Hancock and Paul Boyer

Presented to the Heber City Council
February 6, 2014

Includes Documents Referenced in Presentation
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Airport Hangar Leases

Using Complete Information
To Find a Win-Win Solution

by Barry Hancock and Paul Boyer

Presented to the Heber City Council
February 6, 2014
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OVERVIEW

- 67 Privately Owned Hangars
~ Builtonland leased from the City

- A Collage of Agreements

31 Hangar Row Reversionary
5 Commercial Apron Reversionary
22 Daniel Non-reversionary
8 Daniel Reversionary
1 CAF Museum

There are at least five different types of ground
leases, all with end-of-lease uncertainties that
affect hangar sales, re-sales and assessed tax values.
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THE PROBLEM

End-of-Lease Issues

History

- Without a comprehensive and equitable policy that
__gives the city guidance as to how to deal with end of

lease issues, change in hangar ownership, capital
improvements, etc., leases have been dealt with on an

individual and arbitrary basis.

- The City and hangar owners have wrestled with these
issues since at least 2007, despite hiring two different
consulting companies that each produced their own
ground lease analysis:

- Airport Business Solutions
- Feb 9, 2007 Lease Analysis
- No Policy adopted

- Jviation Inc.
- Aug 8, 2013 Lease Rates and Policy Analysis

- Problematic from the start
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Hangar Owners’ Concerns

- During the City’s engagement with Jviation over the past
10 months, there has been misunderstanding about

Hangar Owners’ concerns.

- We do not oppose:

- Ground Lease market-rate fees that are updated
for inflation.

- The current (0.012%) real estate tax rate applied
to hangar assessed values.

- We also support 36U being a vibrant, self-sustaining,
successful airport.

- Where we disagree with Jviation, however, is how to
best accomplish this.
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Discussion ltems

- We will discuss the following five issues that are
problematic in Jviation’s ground lease analysis:

1. Airport stakeholders.

~ 2. Economics of reversionary vs. non-reversionary
ground leases.

3. Jviation’s Aug 8, 2013 Lease Rates and Policy
Analysis document.

4. Comparable airports.

5. A competing ground lease analysis that differs with
Jviation’s recommendations.
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1. Airport Stakeholders

- The City has a fiduciary responsibility to protect the
interests of all stakeholders: The City, it’s Citizens,
Airport Businesses, and Hangar Owners.

- For one stakeholder to win, another stakeholder does not
have to lose.

- We believe there are win-win scenarios for stakeholders
that Jviation has not explored.

- Question: What is the best policy to ensure a fair and
equitable path for the Airport’s Hangar and Business
Owners, while maintaining the Airport’s fiduciary
responsibility to the City and its Citizens?
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2. Economics of Reversionary versus
Non-reversionary Ground Leases

Which does the City want going forward:

- A higher risk, higher liability, property

~ownership and real estate management
strategy that might or might not provide larger
returns sometime far in the future.

or

- A lower risk, long-term, immediately increasing
revenue stream that is assured now and into
the future without the above inherent
liabilities?
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40 Comparable Airports Selected
For Grand Junction Regional Study

. Centennial, Englewood CO 21. Gunnison Crested Butte, Gunnison CO
. *Aspen/Pitkin County, Aspen CO 22. Helena Regional, Helena MT
. Boulder Municipal, Boulder CO 23. Idaho Falls Intl, Idaho Falis ID
. Billings Logan, Billings MT 24. Jackson Hole, Jackson Hole WY

Rocky Mountain Metro, Broomfield CO  25. Lewiston-Nez Perce Co., Lewiston 1D
. Bellingham, Bellingham WA 26. Vance Brand Muni, Longmont CO
. Galatin Field, Bozeman MT 27. Nampa Muni, Nampa ID
. Cedar City Municipal, Cedar City UT 28. Minden-Tahoe, Minden NV
. Cortez-Montezuma County, Cortex CO  29. Missoula Intl, Missoula Mt
. Coeur D’Alene, Coeur D’Alene ID 30. Montrose Regional, Montrose CO

. Durango/La Plata County, Durango CO  31. Juneau, JuneauAK e—
Pangborn Municipal, Wenatchee WA 32. Phoenix Mesa Gateway, Chandler AZ

. *Eagle County, Eagle, CO 33. Pueblo Memorial, Pueblo CO
. Mahlon Sweet Field, Eugene OR 34. *Provo Muni, Prove UT

. Ft. Collins/Loveland Muni, Loveland CO 35. Rooks Co. Regional, Rooks Co. KS
. Front Range, Watkins, CO 36. Roberts Field, Redmond OR

. Fort Worth Intl, Fort Worth TX 37. Renton Municipal, Renton WA

. Grand Junction Reg., Grand Junction CO 38. St. George, St. George UT

. Glacier Park Intl, Kalispell MT 39. *South Valley, Salt Lake City UT

. Great Falls Intl, Great Falls MT 40. Telluride Regional, Telluride CO

10 Comparable Airports Selected
For Heber Russ McDonald Field Study

. *Aspin-Pitkin County, Aspin CO

. Driggs-Reed Memorial, Driggs ID

. *Eagle County Regional, Eagle CO

. Friedman Memorial, Hailey ID -—- NO DATA

. Garfield County, Rifle CO

. Grand Junction Regional, Grand Junction CO -—- INCORRECT DATA

. Montrose Regional, Montrose CO
. *Provo Municipal, Provo UT
. *South Valley Regional, Salt Lake City UT

. Yampa Valley, Hayden CO
*indicates airports used by both Grand Junction and Jviation’s Heber studies
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3. Jviation’s Aug 8, 2013 Lease Rates
and Policy Analysis document.

Heber City Airport/Russ McDonald Field

Lease Rates and Policy Analysis

August 8, 2013 T —_—

-Prepared by Jviation Inc.
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SECTION 2 — SURVEYED AIRPORTS

In order to collect and review lease rates for airports similar to Heber City Airport, critcria were
developed to determine a list of comparable airports. The following criteria were used to devclop
the list of airports shown in Table 1:

e Similar airports located within 50 miles of Heber;

» Airports of similar size and scope in terms of ownership and use, type, and based aircraft;

= Airports in similar typc of communities: aircraft operations and resort towns.

Table 1
Airports Considered for Comparison
’ = Ownership | Airport # of . Comparable
Airport Distance Use Type | Based A/C Operations Criteria
Heber City Municipal City GA 73 19,468 (2011) Resort Town
South Valley Regional | 50 miles City GA 165 75,000 (2011) Competitor
Provo Municipal 30 miles City CS 104 172,014 (2011) Competitor
Driggs-Reed Memorial | 285 miles City GA 81 7,600 (2006) Resort Town
Aspen-Pitkin County 340 miles County CS§ 77 36,900 (2013) Resorl Town
{SHnd JEnckon 270 miles | City cs 99 50,987 (2013) Similar Size
Regional
Friedman Memorial ) ] e
(Hailey) 320 miles Ciry CS 147 44,237 (2012) Resorl Town
Garfield County - 5
Regional (Rifle) 280 miles County GA 52 8,129 (2011) Resort Town
Montrose Regional 330 miles County CS 81 26,460 (2012) ! Resort Town
Yampa Valley "
(Hayden) 270 miles County CS 4 9,677 (2011) Resort Town
Eagle County Regional | 330 miles County CS 78 36,401 (2012) Resort Town

Sourcc: U.S. Department of Transportation Federal Aviation Administration, Airport Master Record, Accessed 2013

Surveys were sent to each airport requesting relevant lease information not provided on their
public airport master record. If a response was not received, the airport was contacted and
information was gathered over the phone.

The airports were provided with a matrix designed to gather information in five areas of interest
with respect to leases, fees, investments, lease clauses, inflators, and any additional information

that the airport could provide that would assist with the analysis. The survey results are provided
in Table 2.
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PRESS RELEASE
GRAND JUNCTION

FOR IMMEDIATE RELEASE
REGIONAL AIRPORT

Contact:

Denny Granum

Chairman, Grand Junction Regional Airport Authority
Phone: 970-623-8688

LEASING GUIDELINES ADOPTED FOR
GRAND JUNCTION REGIONAL AIRPORT

February 14, 2013, Grand Junction, CO:
The Board of the Grand Junction Regional Airport Authority adopted acronautical use lease guidelines at its
monthly board meeting on February 12, 2013. The meeting was held at the University Center building in

Room 221 at Colorado Mesa University.

The Airport's former aeronautical lease provided a term of 30 years, consistent with those at most other
airports. The newly adopted aeronautical use guidelines allow for leases of up to 50 years, the maximum

allowed by FAA.

“With-our-primary-commitment to-the strength-and efficiency-of Grand Junction’s-aviation community,
believe the adopted aeronautical use lease guidelines promote faimess and opportunity for Airport ground
lessees,” says Denny Granum, Chairman of the Authority Board.

The Guidelines would be applicable to all new leases at the Airport. In addition, once the Authority Board has
approved a new standard form of lease which is consistent with the Guidelines, tenants will have the
opportunity to review that new form and determine if they would like to replace their existing lease with the
new lease form. "Existing tenants will have until August 12, 2013 to deliver a letter to the Authority
requesting a new lease. If converted to the new form of lease, existing tenants could have the advantage of up
to four additional 5-year options to renew, which would take their potential lease terms out to 50-years" said

Granum..

"Extending the potential lease terms should help attract new businesses to Grand Junction’s aviation
community,” said Granum. “Under the new guidelines, at the end of the potential 50-year lease term the
improvements will revert to the Airport or be removed. This is consistent with ground leasing practices at the
vast majority of other airports surveyed." said Granum, "This should not hurt our competitiveness, since at
Grand Junction the reversion would not be likely to occur until 20-years later than at most other airports."

In September 2011, the Grand Junction Regional Airport Users and Tenants Association (GIRAUTA)
requested that the Airport Authority Board adopt formal guidelines concerning airport ground leases, in
particular, lease duration and what happens to improvements at the end of the lease term. In January 2012, the
process began with a 30-day public comment period. Upon completion of the public comment period and
prior to the first draft of the guidelines, comparative research of leasing practices at 40 similarly sized airports
was conducted, as well as Federal Aviation Administration (FAA) grant assurance requirements. After changes
to the first draft were made, a 60-day comment period was opened, and a public hearing was held on August
21, 2012. An additional two-week comment period was opened following the release of the final draft of the
guidelines in January 2013. After review and incorporation of many of the public and user’s recommendations,
the final lease guidelines were ready for review and adoption.

The new lease agreement and background information is available on the Grand Junction Regional Airport’s
website at www. gjairport.com.

HHEND#
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Grand Junction 50-year Ground Lease

- The correct ground lease data for KGJT is a 50-year
lease comprised of:

- An initial term of 20-years,

- One 10-year extension,

- And four 5-year extensions.

- Grand Junction has also given the option to all existing
Hangar Owners to replace their old lease with the new
50-year lease using the start date from their old lease.

- Additionally, Grand Junction selected 40 comparable
airports for their analysis that are listed at the bottom of
the first two pages of their Feb 12, 2013 Aeronautical Use

Lease Guidelines.

- Contrast that to Jviation’s selection of 10 comparable
airports, one with no data and another with bad data.
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4. Additional Comparable Airports

- Our Hangar Owners have compiled a list of 10 additional
comparable airports to balance Jviation’s selections.

- Of our 10 comparable airports:

- 3 had recent ground lease revisions in past 3 years

- 4 are reversionary and 6 are non-reversionary

- 1 has a 50-year lease, another has a 45-year term,
3 have 40-years, and two more exceed 30-years

- 2 have changed their leases in the last two years
from reversionary to non-reversionary.

- The trend in these more recent leases is towards:
- 40-50 year terms

- Non-reversionary
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From: Bradley Kitchen <brad kitchen@sgcity.org>

To: Paul Boyer <pebo@boyaire.us>

Sent: Thursday, January 16, 2014 9:44 AM

Subject: RE: Our conversation regarding non-reversionary leases

Good morning Paul,

As your aware, the City of St. George has been operating out of a new airport facility for the past
3 years. We spent several years planning the new facility which included drafting and approving
new documents such as; land/hangar leases, the ACM, AEP, ASP, Minimum Aeronautical
Standards, Rules and Regulations, and other plans that are required to operate a commercial Part
139 airport. In regards to SGU’s land and hangar leases, the City never supported a reversionary
clause in any of the leases at the old airport. For the past 15 years, the City planned and new they
were going to build a new airport facility so as these old leases started to expire, the city decided
to renew these old leases but to have an expiration date of January 11, 2011, as this was the date
to move into the new airport facility and close down the old airport. At this time, a hangar owner
had to remove their hangar from the old airport property and was given the opportunity to move
it over to the new airport under the new regulations and lease agreements. Up until this time,

SGU never supported the reversionary clause.

One year prior to moving into the new airport, the city started working on a new lease agreement
to implement for the new airport. At this time the reversionary clause was added to the new lease
with a 30 year term. After 30 years, the building or hangar would revert back to the city for
ownership. This did not go over well with the people who wanted to invest in the new airport or
move their hangars from the old facility to the new. After two years working and planning with
the airport users, the city decided to remove the reversionary clause from the new lease. It’s my
opinion if the reversionary clause was implemented into the new lease agreement, over half of
our airport tenants at the old airport would not have made the move to the new airport. With this
being said, 95 % of the hangar owners who held a lease on the old airport made the move and
signed the new lease agreement at the new airport.

So as of this date, there is no airport lease that has the reversionary clause.

I hope this helps you in your decisions. Feel free to call with any other questions you might have.

Sincerely,

Brad Kitchen, C.M.

Airport Operations Supervisor/ASC
4508 S. Airport Parkway, Suite 1
St. George, Utah 84790
435-705-0748

Brad40@sgcity.org
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From: "Herold, Marita" <HeroldM @ci.billings.mt.us>
To: 'Paul Boyer' <pebo@boyaire.us>

Sent: Friday, January 10, 2014 4:38 PM

Subject: RE: Hangar information

Hi Paul:

In regard to the hangar lease reversion matter that we discussed on the phone, please note
that these are perhaps the key reasons that our airport decided to stop writing leases with a
reversionary clause:

e The clause was very unpopular with our tenants. Tenants often spoke of the difficulty
getting financing for construction of hangars if the lease had a reversionary clause, and many
opted not to build here because they could not get the financing for the construction.

° The Airport is municipally owned so all the land is zoned public, and is therefore tax
exempt from county real estate taxes. The hangars constructed by tenants were considered
“improvements” and were taxed separately to the tenant as a non-exempt entity. When the
hangar ownership reverted to the Airport, it took a few years of working with the County to get
the change made in all of the County’s property records. This took a lot of administrative staff

time to complete.

e The reversionary clause often resulted in delayed maintenance to the hangars as the
deadline for the ownership reversion neared. This meant that by the time the Airport took
ownership of the hangars, expensive items like overhead doors needed replacement and roofs
often needed work, not to mention other deferred maintenance on the ramps, etc.

| hope this information is of assistance to you. If you have any questions, please give me a call.

Marita Herold

Aviation & Transit Business Manager
City of Billings Logan International Airport
1901 Terminal Circle, Room 216

Billings, MT 59105

Phone: (406) 237-6284

FAX: (406) 657-8438

Email: heroldm@ci.billings.mt.us
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5. Competing Ground Lease Analysis that
Differs with Jviation Recommendations

- Heber City previously paid the consulting firm Airport
Business Solutions for a nearly identical study of Russ
McDonald Field, dated Feb 9, 2007.
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Airport  Ajrport Business Solutions

SRR Bu Sin ess “Valuation and Consulting Services to the Aviation Industry”
- - - . 10014 N. Dale Mabry Highway, Suite 101, Tampa, Florida 33618-4426
s Solutions Phone (813) 269-2525 Fax (813) 269-8022

February 9, 2007

Mr. Mark K. Anderson

Heber City, Utah 84032

RE: Airport Lease Analysis
Heber City Municipal Airport - Russ McDonald Field

Heber City, Utah

Dear Mr. Anderson:

~ Per the request by Heber City, we are pleased to present this document, which represents an Airport
Lease Analysis for the Heber City Municipal Airport - Russ McDonald Field in Heber City, Utah. The
following report provides our assessment and analysis of various and potential lease issues and policies for
ground leases at the Airport, as well as our recommendations for consideration.

In the development of this document, Airport Business Solutions researched many sectors of the local,
regional and national airport market, expanding as necessary to gain sufficient and comprehensive data to
yield adequate and supportable conclusions. Moreover, we reviewed the hangar row agreements, hangar
leases, and the FBO lease and hangar agreements. We met with the tenants and the FBO owner/manager and
interviewed City Officials and Airport Staff. In addition, 4BS has provided Heber City with a sample RFP

document and a sample lease agreement.

We appreciate the opportunity to provide our professional services to Heber City. If you should have
any further questions, please advise.

Sincerely,

Kool Byt

Randy D. Bisgard
Senior Vice President

Solutions as Unique as the Problems . ..

Office Locations: Tampa, FL * Fort Myers, FL * Denver, CO * Boston, MA * Jacksonville, FL



#21
SLIDE

Comparison of Airport Business Solutions
and Jviation Analysis Recommendations

- Daniel 25-year Non-reversionary leases at end-of-lease:

- Jviation Report (Page 9): At expiration of the 25-year lease, a 5-year
reversionary lease with hangar ownership reverting to the City after
that. Owners that don’t accept the reversionary extension will be
required to remove the hangar at the end of the original 25-year lease.

~ - ABS Report (Section IV Page 3): Original 25-year lease plus an
additional 20-year new lease (total of 45-year lease) unless the City
exercises its first right of refusal to purchase the hangar at the
prevailing fair market value. The additional 20 years, coupled with the
remaining term on the current leases, should provide the hangar
owners with sufficient time to amortize their investment.

- Hangar Row Reversionary leases at end-of-lease:

- Jviation Report (Page 8): None of these leases should be extended.
Depending on the economic conditions at the time of reversion, the
City can either, remove the hangars or rent them month-to-month.

- ABS Report (Section IV Pages 2-3): Multiple 1-year extensions with
the Owners'’ first right of refusal on any new hangar constructed by the
City. Increase rental rates to prevailing market rents for land.
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Conclusions

1.City needs to treat all airport stakeholders fairly without
discrimination.

2.Reversionary leases are higher risk with uncertain rewards not
realized until far into the future. Non-reversionary leases are
lower risk with immediate, long term, increasing revenue

3. Jviation’s Aug 8, 2013 Lease Rates and Policy Analysis is
problematic at best with missing and inaccurate data and only 2
of the remaining 8 comparable airports having Non-reversionary

leases.

4. Additional comparable airports are needed to balance the
Jviation’s selectiveness and mistakes. Their list is too narrow
and skewed to airports with shorter terms and reversionary
leases, even though there are many comparable airports
available with longer terms and non-reversionary leases.

5.The City paid for 2 competing analyses that have significantly
different recommendations. The data and recommendation

discrepancies need to be reconciled.



#23
SLIDE

Conclusions & Recommendations

- Quotes from the July 19, 2012 City Council Work Meeting Minutes:

“Anderson ... explained he took some preliminary information from

Grand Junction Airport since they were experiencing a similar situation [as
Heber]. In speaking with officials at the Salt Lake Airport, as well as Grand
Junction Airport, there was hesitancy to have reversionary hangars because
the owners were less likely to maintain them, knowing that after a certain time
period, they would revert ownership back to the city.” “In Grand Junction, some
hangars were so deteriorated that they needed to be removed.”

1. Ground Lease discussions need to start anew in consideration of the
new information that has come to light. This includes reconsidering
Jviation’s new policy recommendations for future leases that the Airport

Advisory Board is close to recommending to the City Council.

- As Grand Junction has shown, it is possible to establish a new
lease for all current and future Hangar Owners alike.

2. Considering the City Manager's statements about Grand Junction, it is
logical to use the new Grand Junction Regional Airport Leasing
Guidelines as a starting point, along with the recently new Non-
reversionary leases that replaced previous Reversionary leases at St.
George Regional Airport and Billings Logan Airport.

3. Consider Airport Board Chairman Rowland’s proposal to establish a
Working Group if the appointment of members can be agreed upon.
The positions require stakeholders with an understanding of the issues
prior to being appointed so the Group doesn’t waste time getting them
up to speed. Selections from Hangar Owners and Airport Advisory

Board members are preferable.
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Ne believe that a better course for all parties involved is for the
council to authorize a path to policy that utilizes the wisdom,
experience, and precedents set by other similar airports and
communities in the region to come up with our own solution that
provides an equitable outcome and guiding light for the growth of the
airport that best suits the particular circumstances of all stakeholders.

We firmly believe that it is in best interest all the stakeholders to not
have a cycle of degeneration and repair, but rather a continually well
maintained, attractive asset to the community that invites community
members and businesses alike.

About the 36U Hangar Owners Group: Over the past few years owners
have become increasingly concerned about the direction of the airport,
hangar leases, and representation of the various groups of leaseholders.
This is an informal group that is interested in promoting the voices of hangar
and business owners at the airport with local officials and in the community

to promote fairness and transparency in policy making.

About Barry Hancock: Barry is an experienced business owner, pilot, and
hangar owner at 36U. He owns a hangar with a commercial apron
reversionary lease. His involvement in the Owners Group rises out of his
experience in trying to negotiate a new lease with the purchase of the
hangar for the purposes of operating two businesses at 36U. Barry is
passionate about preserving aviation history, promoting aviation in the
community, and desires to be at 36U for the long haul.

About Paul Boyer: Paul is longtime pilot with more than 17,000 flying hours
and owner of 36U Daniels hangar #19. He is retired from dual careers, one
as an Air Force Lt. Colonel and Phantom pilot and the other as a Captain
flying 30 years for American Airlines. Paul's concerns currently involve
preserving affordable General Aviation for younger generations, particularly

. Russ McDonald Field where so many Heber Valley residents learned to
fly over the years, with Hangar Row as the heart and soul of the airport.
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HEBER CITY. A{RPORT/ G

INTRODUCTION

It is essential for airports to charge fees that are both fair and reasonable for users and tenants, as
well as assist in covering the operating costs of the airport. The purpose of the Lease Rates and
Policy Analysis (Study) is to provide guidance and recommendations in achieving these two
goals. The data collected as part of this study will help Heber City/Russ McDonald Field’s
(Heber) establish fair lease rates and policies for the future.

The Lease Rates and Policy Analysis is a companion document and the basis for the “Leasing
Policy”. The Study reviews existing airport lease rates and compares lease rates of similar
airports to Heber City Airport. It identifies Heber City Airport’s overall market position,
ascertains the adequacy of the airport’s leasing structure and policy, and recommends where
improvements should be considered.

The foundation of this Study is the airport survey. The survey gathers leasing information from
airports that are in similar markets, size and direct competitors.

The data gathered is a gauge to compare Heber City Airport’s lease rates and provide assistance
with the establishment of future rates within the context of the airport’s market environment, It

should be stated that a lease rates analysis does not supplement a property appraisal for specific
lease negotiations.

The key objective of this Study is to analyze lease rates at comparable airports. This was
accomplished by:
1. Obtaining and reviewing the existing leases and lease rates at the airport.
2. Identifying current lease issues and concems.
3. Working with the Airport Board to develop a list of similar airports or alrports that
compete in the same market.
4. Survey airports on their lease rates and practices.

SECTION 1 - AIRPORT MARKET PROFILE

Heber is a general aviation airport in Wasatch County, located approximately 1 mile south of
Heber City’s central business district. The airport serves Wasatch County and the most
populated area of Summit County. The airport is owned and operated by Heber City.

The airport serves the general aviation needs for the area, including Heber City, Midway and
Park City. Four of Utah’s Ski Resorts are in close proximity to the airport, including three of the
largest ski resorts in the state; Deer Valley, Park City and the Canyons.

OK3 Air is the only Fixed Based Operator (FBO) at the airport and services the 73 single
engine, four twin engine, four helicopters and four jets based at the airport. It is a full-service
FBO that offers line services, aircraft maintenance, flight training, aircraft sales, private charter
planes, and scenic flight tours.



SECTION 2 - SURVEYED AIRPORTS

In order to collect and review lease rates for airports similar to Heber City Airport, criteria were
developed to determine a list of comparable airports. The following criteria were used to develop
the list of airports shown in Table 1:

e Similar airports located within 50 miles of Heber;

e Airports of similar size and scope in terms of ownership and use, type, and based aircrafi;

e Airports in similar type of communities: aircraft operations and resort towns.

Table 1
Airports Considered for Comparison
. . Ownership | Airport # of Comparable
Airport Distance Operations pars
P /Use Type | Based A/C P Criteria

Heber City Municipal City GA 73 19,468 (2011) Resort Town
South Valley Regional 50 miles City GA 165 75,000 (2011) Competitor
Provo Municipal 30 miles City CS 104 172,014 (2011) Competitor
Driggs-Reed Memorial | 285 miles City GA 81 7,600 (2006) Resort Town
Aspen-Pitkin County 340 miles County CS 77 36,900 (2013) Resort Town
Grand Junction . - g .
Regional 270 miles City CS 99 50,987 (2013) Similar Size
Friedman Memorial . .

Hailey) 320 miles City CS 147 44,237 (2012) Resort Town
Garfield County .
Regional (Riflc) 280 miles County GA 52 8,129 (2011) Resort Town
Montrose Regional 330 miles County CS 81 26,460 (2012) Resort Town
Yampa Valle :
(Haygen) Y 270 miles | County cs 4 9,677 (2011) Resort Town
Eagle County Regional | 330 miles County CS 78 36,401 (2012) Resort Town

Source: U.S. Department of Transportation Federal Aviation Administration, Airport Master Record, Accessed 2013
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Surveys were sent to each airport requesting relevant lease information not provided on their
public airport master record. If a response was not received, the airport was contacted and
information was gathered over the phone.

The airports were provided with a matrix designed to gather information in five areas of interest
with respect to leases, fees, investments, lease clauses, inflators, and any additional information

that the airport could provide that would assist with the analysis. The survey results are provided
in Table 2.



Table 2
Survey Results
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SECTION 3 - SUMMARY OF KEY FINDINGS

After reviewing the data collected, several observations were made from the averages of the data
and most common answers, as depicted in Table 3.

The average lease amount per square foot was $0.24.
The initial lease terms ranged from 5 years to 30 years, with 19 years being the average.

e Nearly every airport offer some sort of extension, after the initial lease term. The
extensions are primarily used to update the lease agreements. A five year extension is the
most common.

e Every airport’s lease included an escalation clauses based on CPI, with most of the
escalations occurring annually.

o All but one airport have reversionary leases; however, the terms of the reversionary
clause varied by airport.

o The most common extensions, beyond the initial lease terms, were based on the amount

(in dollars) of improvements.

Table 3
Summary of Key Findings
Survey Question Average/Most Common Heber City
E No. Hangars 61 67
E No. Sponsor owned Hangars 29 3
(=]
B Hangar Built in 2012 1 0
L]
En Hangar Built 2009-2011 5 9
L}
m Waiting list Varies No
E Ground Lease Type Varies Improved and Unimproved
2
g E
e
& | Lease Amount per sqft/yr $0.24 $0.30/80.15
§ g | Initial Term 19 years 20 years
™
= | Extensions available Yes— S years Yes - 2, 5 year extensions
g Y/N Yes Yes
=]
iR .
= 5 | Basis CPI CPI
8o
M Frequency Annual Annual
Reversionary Lease (Y/N) Yes Yes

Source: Jviation Inc., 2013
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SECTION 4 —- OBSERVATIONS AND RECOMMENDATIONS

Heber City Airport has leasing policies in place that have worked efficiently in the past; however, the
policies may not account for the change in operations and demand for hangars that the airport is
starting to experience. In order to determine how the existing policies and rates compare to similar
airports, the existing rates and policies at Heber City Airport were compared to the surveyed airports
and overall averages from the survey data.

Observations

A collective look at the data gathered through the surveys gives a general idea of what the market
trends are for airports similar to Heber City Airport. Table 4 depicts how Heber City Airport compares
to market trends. Observations gathered from the survey are:

* Rates: The rates at Heber City Airport are slightly higher than many of the airports surveyed,;
however, airports with similar demographics (Aspen and Eagle) charged more than Heber City
Airport. It should also be noted that Heber City Airport charges $0.30 per square foot of the
hangar footprint and then $0.15 for an additional 15 feet around the hangar. Many airports
charge the same rate for the building footprint and the 15 foot perimeter. As such, the total rate
charged at Heber is less than $0.30 per square foot which brings the rate in line with the market

trends.

¢ Commercial Lease Value: It is likely that a commercial appraisal of the hangar pads would
show the rates of retum, for the current economic conditions, as being undervalued.

e Growth: Hangar construction is in line with market trends as Heber City Airport experienced
roughly a 13% growth with the construction of nine hangars between 2009 and 2011. The
majority of the hangars built during this time period were by the airport sponsors.




Table 4
Leasing Observations and Recommendations

Survey Question

Average/Most Common

Heber City

Observation

e |No. Hangars 61 67 In-line with Market
'g'l'o é Sponsor owned Hangars 29 3 Lower than Market
§ g Hangar Built in 2012 1 0 In-line with Markel
= Hangar Built 2009-2011 5 \9 In-line with Market
E Ground Lease Type Varics Improved and Unimproved [NA
g E Initial Lease Amount per sqft/yr |$0.24 $0.30/$0.15 In-line with Market
:-E' % Gross Revenue 15% NA NA
% é‘ Initial Term 19 years 20 years In-line with Market
= | Extensions availabie Yes, J years 2, 5 year extenstons In-Tine with Market
E 0 Y/N Yes Yes In-line with Market
-g g Basis CP1 CPI In-line with Market
= Frequency Annual Aunual In-line with Market
Reversionary Lease (Y/N) Yes Yes In-line with Market

Source: Jviation Inc., 2013

'—> Recommendations

From the observations and data collected, recommendations for the Airport’s future lease and rates
were developed. In general, Heber City Airport is very comparable to the airports surveyed and the
market trends. However, for the Airport to capitalize on the emerging market demand at Heber City
Airport, the following recommendations are given:

Hangar Ownership: The number of hangars owned by Heber City Airport is much less than
most of the airports surveycd. This hinders the amount of control the airport has on the hangars
and ultimately land use. As demand increascs for hangar space and development, it will
become critical for the airport to have more control over cach hangar. As such, it is
recommended that the practice of using reversionary clauses in the leases be continued. Table
5 provides a summary of thc rental rates from hangars that are owned by the airport.

Lease extension: If the land is not needed by the airport for current or future development
many airports with reversionary leases offer lease extensions for capital improvements to the
hangars. The duration of the extension is based upon the cost of the capital improvement. At
the surveyed airports, a fixed dollar amount was used to determinc the length of the extension.
The amount needed to qualify for the extension was adjusted periodically. The size or value of
the hangar was not taken into account. At one airport the age of the hanger was a factor.
Capital improvements on older hangers could only use a fraction of the investment to qualify

for an extension.




An extension based upon a set dollar amount was not found to be practical as it would need to
be updated over time. It is recommended that extensions be offered for improvements worth
1/30 of the value of a new hangar of similar size.

For example a lessee has 10 years left on the lease and installs a new hangar door. The new
hangar door costs $5,000. A new hangar of similar size currently sclls at the airport for
$150,000. The number of years the lease would be extended would be 1 year for every $5,000
of verifiable and airport approved improvements ($150,000 divided by 30). In this example the
hangar owner would qualify for 1 additional year on their lease.

Future Rates: The demand for new hangars will cventually exceed the existing buildable hangar
space and new hangars will need to be constructed. It is recommended that when the airport
reaches maximum capacity for new hangars, appraisal values be used to establish lease rates.

Future Commercial Rates: To ensure market value is maintained, at the end of the current life
of the commercial hangar leases, the lease should go through a competitive process to establish
an updated rate.

Table 5§
Summary of Reversionary Lease Data
Survey Question Average/Most Common

Rent Base on (sq. ft., flaf) Flat Fee
Approx size of Hangars 1552 sq. ft.

>10,000 sq. ft. (Flat Fee) - $3,764.27
Monthly Rent Amount <2500 sq. ft. (Flat Fee) - $242.33

<2500 sq. fi. (Sq. Ft.) - 80.25

Source: Jviation Inc., 2013

It is rccommended that non-commercial hangar leases be standardized. The Commercial leases
currently utilized at the airport have been tailored to mect the business models at the airport.
Some degree of flexibility should be maintained when dealing with current and future
businesses at the airport. Recommendations for the leases are as follows:

--——-’ a. Hangar Row ‘_

The hangars comprising “Hangar Row” were built between 1989 and 1993. The hangar
leases are reversionary lease for a term of 30 years. The leases are non-escalating and are
for a flat fee for $50 per year. The first leases granted will come duc in 2019. The arca
where these hangars sit will be needed for future development if the airport decides to
expand to meet the demands of aircraft that are already operating at the airport. It is
suggested that none of the leases in this area be extended. Depending on the economic
conditions at the time of reversion, the City can either, remove the hangars or rent them on
a month to month basis. The FAA currently has funding place holders for the airport
upgrade in 2021].



_> It is likely that rclocation or condemnation will be necessary if the airport upgrade comes to

fruition in or beforc 2021. The City should provide airport land and/or improvements that
are comparable to the improvements currently being occupied by these lessees. If
comparable airport land or improvements are not available, the City should buyout the
leasehold interest held by the lessee at the market value determined by an appraiser.

. Daniel Hangars 2 - 22 @

The Danicl Hangars 2-22 were built between 1995 and 2008. These hangar leases are non-
reversionary leases with terms of 20 years and one 5-year extension. The leases have an

escalation clausc and were initially set at $0.25 per sq. ft. per ycar for improved and $0.125
per sq. ft. per year for unimproved. No provision has been made to deal with the lessees or
improvements at the end of the lease. One hanger owner (hanger 5) has opted for a 30 year

(20-yr plus-two-S-years-extensions)-reversionary-lease-instead-ofa-non-reversionary-lease-

The land in which the hangars are currently located on has not been 1dmt1ﬁcd as being
needed for future development. It is recommended that a 5-year fEVEFSIGHER lease be
offered at the end of the 25 years (the initial term and the 5 year extensmn) but only if the
hangar is in good condition.

If the hangar is in poor condition, then the hangar owner will retain the improvements (the
hangar structure) and be required to remove it from airport property. Heber City will at all
times will maintain ownership of the property.
If the hangar is in good condition at the end of the reversionary lease, the City can do what
is economically best for the City. The options include, but are not limited to:
e Month to month leases, giving the prior lease holder the first right of refusal
to rent the hangar
e Resell the hangar and issue a new lease (giving the prior lease holder the
first right of refusal to purchase the hangar)
e Remove the hangar

It would be advantageous to implement a means for extending the leases on these 20
hangars beyond 30 years. Following the recommendation previously laid out in this
study, extensions could be offcred to the lessees for improvements worth 1/30 of the
value, of a new hangar of similar sizc.



sl ¢,

Daniel Hangars 23 -30 ————

The Daniel Hangars 23 -30 are comprised of 8 hangars the City built in 2009. These hangar
leases are reversionary leases with terms of 20 years and two, 5-ycar extensions. The leases
have an escalation clause. The hangars are 75°x75° on 95°x95° pads. The 75°x75’area
under the hangar is initially leased at $0.30 per sq. ft. The additional 15’ around the hangar
is leases at a different rate; $0.15 per sq. ft. pcr year. No provision has been made to deal
with the lessees or improvements at the end of the lease. It is anticipated that the structure
and the land will revert to the City at 30 ycars. If the hangar is in good condition at the end
of the reversionary lease, the City can do what is best economically for the City. The
options include, but are not limited to:
® Month to month leases, giving the prior lease holder the first right of refusal
to rent the hangar
* Resell the hangar and issue a new lease (giving the prior lease holder the
first right of refusal purchase the hangar)
e Remove the hangar

It would be advantageous to implement a means for extending the leases in this area. It is
recommended that cxtensions be offered for capital improvements to the hangar or leased

pad.

. Commercial Apron Area ‘—

Accommodations have been made to commercial operators at the airport. Geographically
these buildings surround the main apron. Their lease terms and rates differ slightly from
the reversionary hangar leases. Commercial leases have been extended to the commercial
operators that mcct the “Minimum Standards” adopted by the airport. The lease terms have
been negotiated with the Airport Board and approved by the City Council. The terms are
based upon the business model and economic benefits that the business will bring the

airport and community.

Additional discussions on the commercial leasing practices are needed before specific
recommendations can be given.

10



Appendix A

Reversionary Lease Information

Survey Response — Reversionary Leases

Reversionary Leases

: Age of Condition of . .
. Extension Length of Hangar Rent Approx Size of Utilities
AiEport Mechanism Hunow:mmo: Os&emeu Hangars Hangar Amount Euvmm..nn_.m Rent Amogat Included
(yrs) Group
South Valley Regional |Yes Varies Private
Private
Airport Good Flat Fee 1,554 Sq. Ft $310.00/mth
Airport Fair Flat Fee | 1,400 Sq. Ft $233.00/mth
Airport Fair Flat Fee | 1,702 Sq. Ft $310.00/mth
T o nd SR . S S e DL ATl 3 e A . £ b3
Provo Municipal Yes M““.Mw (See Airport 30 Fair FlatFee |<2500 Sq. Ft $225.00/mth
Airport 10 Good Flat Fee  [<2500 Sq. Ft $300.00/mth
Private 30+ Poor to Fair sqft <2500 Sq, Ft $0.15/sglvyr
Private 10- Good sqft <2500 Sq. Ft $0.28/sqft/yr
Private 10-20 Good sqft <2500 Sq. Ft $0.28/sqft/yr
Private Good <2500 Sq. Ft $0.28/sqft/yr
Private Fair <2500 Sq. Ft $0.28/sgft/yr
n r- 7 T ...”[-W{-vx“: _\_.-._. i i CET LS “ T HMW—A.MW@w

e

$0.42/ B,_w@_.
R

. % s . .lﬂl o L R - AL L s WS Fa G
Yampa Valley (Hayden) |Improved
Improved
Private Flat Fee  [>10,000 Sq. Ft $2,041.32/mth
Private Flat Fee  |>10,000 Sq. Ft $3,090.52/mth
_ . Private Flat Fee |>10,000 Sq. Ft $6,160.96/mth
Eagle County Regional |NA 2.5 year
extensions

Source: Jviation Inc., 2013
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Appendix A
Reversionary Lease Information

Survey Response — Notes on Reversionary Leases
Airport ] Extension Mechanism Note General Remarks

South Valley Regional 1- 15 Yr for initial lease termn with an investment up | First Right of Refusal once lease is up at
to $111,500, an additional year for every $65,000 new rate
2- 50% of tenant investment is recognized in the first
half of lease, 25% in the last half for improvement of
$65,000 or more

g

At the end of the lease the lease can
continue to lease the building at the

same rate, but the ownership cannot
change and it cannot be subleased.

Provo

Option to buy back or it reverts to
airport

Aspen-Pitkin County

i . : Tenant can remove the hangar or it
Grand Junction Regional can g
reverts to airport

Source: Jviation Inc., 2013

12



paJinbal yeis Ai9 jeuonippe oN - yeys Ao wewabeuey-Apadoid pasealou -

sal)l|igel] SBWNSSe JBUMO 8)eAlld - aouelnsul pue saijiqel| pJojpuey/diysisumQ - :sasuadx3zy Ao
s99) asea| punoib sAed Jaumo sjeAlld - uondwaxa A)9 - sjuswiAed asea| punolb }soT -
soxe)] Auadoid sAed Jaumo ajeAld - uondwaxa All9 - sexe} Apadoud 3s07 -
SOJIAI9S UMO 10} sAed 1eumo ajeAlld - S992IAI8S plojpue| Jo) sAed A)1D Ing ‘awodu| [ejudy - :awoauj Ajn
JuswidojaAsp Jayjo 10} papasu pue| Jo Uolipuod
jeaowsal Jebuey Joj sAed Jaumo ajealld -  Jebuey o} anp Jaylaym ‘[eaowsal Jebuey oy shed A -
sliedau 104 sAed Jaumo ajeAld - sliedal sebuey Joj shed Ay - soaijijiqer]
slebuey paumo-AlD Joj sajel Aouednaso pajoalold - suojjosfoid
siebuey Japjo Jo) puewap/Aljiqelisaq - [ejual wis)-buoy
JuswdojaAsp 18y}0 10} papasu jou pue| pue ABojouyosy aininy ‘sA ubisap pjo jo Aouaun?y - Bunueneauid
uonipuod poob ul s| Jebuey J1 eses| puaixy - ase9g|-Jo-pus je Jebuey Jo uolpuo) - sumou)un
UOISUSIXd ases| Yim diysiaumQ sieAlld - lebuey sumo A9 - diysieumQ
:9Se9|-Jo-puy
[|I8s 0} Jaises ‘puewap Buisealoul Jo Apea}S - - sJeaA (| }Se| Ul [[9S 0} }InoIyIp ‘puewsp Buisesids( - sjesaypuewsg
sjuswAed xe} Buipiebas sanssli [e69| ON - diysieumo [eiped Ajuo sjdsap saxey JO %001 Aed - anssj |eba
%001 sutews. diysisumQ sjeAlld - (ases| Jeak-Gg 1o} 1eah Jad  Gz/| "o'l) Aueah sesealoaq - % diysieumQ
8s1l san|eA passosse se saxe) buisesou| - [le} senjeA passasse se saxe) buiseasoaq - saxe] Auedoid
sanjeA passasse bBuisealou] -  sieah g} ise| ay) ul Ajpides Buijje} senjea Buijelosideq - enjep passessy
aNnjeA aulwlia}ap S82.0) 18)JeW [BWION - (00°0$) 019z ale sonjeA aseaT-Jo-puj -  anjep asesT-jo-pug
9Sed7 AJBUOISISAAI-UON 9Sed7 AIeUOISIaAdYy :8sea buling

sapijiqer] pu  syyauag Ano



sashjeue JogoH S,UOBIA[ pPUE UOROUN( puels) yjoq Aq pasn syodile sajeoiput,

090 uspAeH ‘Asjjep edweA (01) 09 3y ‘Auno) peipes ()

10 Ao exe s ‘leuciBey Asjiep yinos, (6)  WLY@A ON — dl AelieH ‘jenowsy uewpalid ()

1N oAold ‘fedidiuniy onold, (8) 05 9be3] ‘[euoifay Auno) ajbe3, (g)

0D asojuol ‘|euoibay asonuol (2) Q| sbbuq ‘jeuowsyy pasy-sbbuq (z)

VIiVA LOTHHOIN] — 09 ‘leucibey uonounp puels (9) 09 uidsy ‘Ajunog unjiid-udsy, (1)

Apnig pjald pjeuo@oy ssny 1o
uoneiAr Aq palosjag suodary ajqesedwod) gl

09 apunjja ‘feuoibay spunjje L

(o¥) ‘LN AuD axe Jies ‘AsjleA yinosg, (6€) ‘LN 961099 1ig ‘@b1099) 1S (8€) ‘YM Uoluay ‘lediojuniy uojusy (L€) MO
puowpay ‘plal4 sHaqoy (9¢) ‘SY "0 s00Y ‘leuciBay 09 300y (GE) ‘1N dA0Id ‘lUN orold, (v€) ‘0D olgend
‘leoway ojgand (€¢) 7\ J8jpuey) ‘Aemales) esapy Xiuaoyd (zg) My neaunr ‘neaunr (1L€) ‘0D asojuojy ‘|leuoibey
osonuol (0€) ‘LI eInossi ‘puj einossi (62) ‘AN uepuly ‘eoye]-uspul (82) ‘al edwen ‘lunpy edwen (.z)

‘0D Juowbuo ‘lunpy puelg asueA (9z) ‘dl uoisima -09 adlad zoaN-uojsima] (GZ) ‘AM S[OH uosyoer ‘ajoH uosyoer
(¥2) ‘al siied oyep) ‘juj siied oyep) (£2) ‘LN eus|sH ‘leucibay eusieH (2g) ‘0D uosiuung ‘apng pajsal) uosiuung (1.g)

‘LN Slied 1ea19 ‘jiuj sifed 1ea19 (02) ‘LI l1edsiiey ‘pu] yed

laelo (61) ‘0O uonounr puels “Bay uogounp puels (81) ‘X1 UMOM Hod ‘Ul YHOA HOod (L1) ‘0D ‘subjjep ‘ebuey
uou4 (91) ‘OO PueRAOT ‘lUN pueRACT/sulljoD 14 (G1) "YO auabn3 ‘pjald 19ems uojuely (v1) ‘0D ‘eibe3 ‘Ajunon
s|beq, (S1) ‘WM 8ayojeusp ‘fedioiuniy utoqbued (z1) ‘00 obuelng ‘Ajuno) ejeld e/obueing (L 1) ‘gl sus|y.q Ineo)
‘aualy,@ Ineo9 (01) ‘0D XeHoQ ‘AJunod ewnzajuo-zapod (6) ‘LN AND Jepad ‘fedioluniy Ao Jepa) (6) ‘ LIN uewszog
‘PIald unejes () ‘'vMm weybuljjeg ‘weybuljieg (9) ‘0D playwoolg ‘olay utejunol Aoy () ‘LN sbulig ‘uebor
sBung (v) ‘00 Jepinog ‘fedioiunpy Jepinag (g) ‘00 uedsy ‘Aunog upjiid/usdsy, (2) ‘00 pooms|Buz ‘jeluusiua) (})

Apnjg [euolBay uoljounp puels) 104
14 pajosjes spodily ajqesedwo) of



1# 1$78-679-108 NI HeseA Ia3euey Hodiry 97 0} JUBISISSY 0LJQ I0TUSG :10BIUOD
(sa8ak +(7 <) s182A G KI0AS S[qRMOUSI + ULId) [BYIUI 18IA-G

Y0ET-1#9-0L6 Hodure] yory 103euey podiry :30e1u0)
(s1af () UOISTSIXD JBOA-()Z QUO + UIIO) [BIIUT IBIA-()T

6978-1.8-0L6 d1191d 1S A[[2YS ISAJeUY JySTY/SI0RNUCD :10RITO)
(saeak () UOISUQIXD TBIA-G QUO + ULIS) [BHIUI TBIA-GE

8888-07-108 PIIYD SHYD 108ruey Lodiry :10B)U0D
(savaf +7€ <) 1BY) 19)Je S[emanal 1eak-¢ | o[dn[nuw 10 [BSNJAI JO JYIII ISIY + G[OT 93 NI} ULIS} [eRIU]

0bTh-S9-876 He3nyS eUO IOJENSIUTWPY Hodiry :JOBU0)
(sawak +67 <) 11 1oy JuswoaISe osea] Mou 91e1j05ou ABWI 4 SUOISUAIXS 1OA-G OM) + ULI9) [RL)IUT IBIA-G T

0S8Z-796-0L6 Mo AureT 1a8euriq suoniendp :1ovjuc)
(sa8aA +Qp <) TRU) 10)J€ JUSWIOAITE OSBO] MU 9Je1}0SoU ABUI + SUOISUIIXS IRAA-G 99IY) + ULID) [RT)IUL Je3A-GT

8076-L98-SEY MOA SSnY 105euey podIry :j0ejuo)
(sa1eak Gp) SUOISUIXD JBIA-G SATJ + WLIS) [RUIUL 1BIA-()T

SOSBA] AIBUOISIIAII-UOU 0} ATBUOISISASI WIOIJ UOISIOAUO) 110y} Surure[dXs [Tewd S, PIOISH S| 995 :9)0N .«

$879-L€Z-90% PIOISH eILIRIA 1aSeur]A ssauisng yodiry :oejuo))
(sxeak +07 <) Lmua 10 uosiad 10730 AUe 0} PAIJJO ISBI] MAU I0] [BSNJAI JO JYSLI ISITJ + W) [eNIUl 183L-(O7

S9SBA] AIRUOISISALI-UOU 0) ATRUOISIOASI WIOIJ UOISIOAUOD JISY) SururedXa [Tews S UdYIIIY "IN 995 :9)ONxx
YTX 080%-LT9-SEp UaYoITY pelq Iosiatadng suonersdQ wodiry :oeju0)

(s1e3£ +(€ <) 181} I9]JB JUDWIOAITE ISLI] MAU 91B110ToU ABUI 4 ULID] [BIIUL IBAA-()€

0016-tbT-0L6 U00IqoS AIBD) SSauIsng 29 90UBUIL] JO J0J021(] :10BIU0D)

9589 JUALIND JOJ 91eP 1Ie)s [eurSiio Suisn ases] 1eak-(§ 03 MaAT0)) JO 2589] Juaund dooy ue)) < $93sSI[ SUNSIXT, 4

(sa1BaL (S) SUOISUIIXS IBOA-G INOJ 4 UOISUI)XD JBIA-()] QUO + WIS} [BIUL 1B3L-()Z

AIRUOTISIOASI-UON
1N ‘podiry [euorday ASp{ury uspsQ ‘01

A1eUOISIoAY
0D ‘wodiry ayng psise1)) - uosmuuny) 6

AIBUOTSIOAY
0D ‘podny s3undg jeoquieslg °g

AIRUOTISIOASI-UON
LN ‘podny prayg3undg-yro ysmueds */

bﬁﬂommuo\rouudoz
ZV ‘Wodny fedormpy a8ed 9

ATRUOISIOADI-UON
0D WodIry pue[EA0T-SUI[[0) MO °§

ATRUOISIOAYY

LN ‘Modny [euordey L1 1epa) f

AIRUOISIOADI-UON
» L ‘Wodiry ue3o sSuljig, ‘¢

AIeUOISIOARI-UON
1N ‘wodiry [ediorunjy 281020 1S4 T

AIRUOISIOAY
0D ‘uodiry [euoiday uonosuUnf pueln,, '|

yodiry redioruniy 981090 1§ pue ‘Uodmy ueSo sSurg ‘(€107 ‘¢1 994 poaoidde) podiry [euoiSey uonosun( puein
18189 2311} Iskd oY) 1040 $9sBI[ pajepdn AJ)usda1 Jsour oY) Yym asoyy axe sprodne spqeredwros se sjou remored O,

dTHII A TVNOUSPIN SSNA OL

STHOJULV A'TAVIVAINOD TVMOLLIAAYV STINMO AVONV™™



SLIDE #16

From: Bradley Kitchen <brad kitchen@sgcity.org>

To: Paul Boyer <pebo@boyaire.us>

Sent: Thursday, January 16, 2014 9:44 AM

Subject: RE: Our conversation regarding non-reversionary leases

Good morning Paul,

As your aware, the City of St. George has been operating out of a new airport facility for the past
3 years. We spent several years planning the new facility which included drafting and approving
new documents such as; land/hangar leases, the ACM, AEP, ASP, Minimum Aeronautical
Standards, Rules and Regulations, and other plans that are required to operate a commercial Part
139 airport. In regards to SGU’s land and hangar leases, the City never supported a reversionary
clause in any of the leases at the old airport. For the past 15 years, the City planned and new they
were going to build a new airport facility so as these old leases started to expire, the city decided
to renew these old leases but to have an expiration date of January 11, 2011, as this was the date
to move into the new airport facility and close down the old airport. At this time, a hangar owner
had to remove their hangar from the old airport property and was given the opportunity to move
it over to the new airport under the new regulations and lease agreements. Up until this time,
SGU never supported the reversionary clause.

One year prior to moving into the new airport, the city started working on a new lease agreement
to implement for the new airport. At this time the reversionary clause was added to the new lease
with a 30 year term. After 30 years, the building or hangar would revert back to the city for
ownership. This did not go over well with the people who wanted to invest in the new airport or
move their hangars from the old facility to the new. After two years working and planning with
the airport users, the city decided to remove the reversionary clause from the new lease. It’s my
opinion if the reversionary clause was implemented into the new lease agreement, over half of
our airport tenants at the old airport would not have made the move to the new airport. With this
being said, 95 % of the hangar owners who held a lease on the old airport made the move and
signed the new lease agreement at the new airport.

So as of this date, there is no airport lease that has the reversionary clause.

1 hope this helps you in your decisions. Feel free to call with any other questions you might have.

Sincerely,

Brad Kitchen, C.M.

Airport Operations Supervisor/ASC
4508 S. Airport Parkway, Suite 1
St. George, Utah 84790
435-705-0748

Brad40@sgcity.org




SLIDE #17

From: "Herold, Marita" <HeroldM @ci billings.mt.us>
To: 'Paul Boyer' <pebo@boyaire.us>

Sent: Friday, January 10, 2014 4:38 PM

Subject: RE: Hangar information

Hi Paul:

In regard to the hangar lease reversion matter that we discussed on the phone, please note
that these are perhaps the key reasons that our airport decided to stop writing leases with a

reversionary clause:

. The clause was very unpopular with our tenants. Tenants often spoke of the difficulty
getting financing for construction of hangars if the lease had a reversionary clause, and many
opted not to build here because they could not get the financing for the construction.

. The Airport is municipally owned so all the land is zoned public, and is therefore tax
exempt from county real estate taxes. The hangars constructed by tenants were considered
“improvements” and were taxed separately to the tenant as a non-exempt entity. When the
hangar ownership reverted to the Airport, it took a few years of working with the County to get
the change made in all of the County’s property records. This took a lot of administrative staff

time to complete.

. The reversionary clause often resulted in delayed maintenance to the hangars as the
deadline for the ownership reversion neared. This meant that by the time the Airport took
ownership of the hangars, expensive items like overhead doors needed replacement and roofs
often needed work, not to mention other deferred maintenance on the ramps, etc.

| hope this information is of assistance to you. If you have any questions, please give me a call.

Marita Herold

Aviation & Transit Business Manager
City of Billings Logan International Airport
1901 Terminal Circle, Room 216

Billings, MT 59105

Phone: (406) 237-6284

FAX: (406) 657-8438

Email: heroldm@ci.billings.mt.us
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SLIDE #11

PRESS RELEASE

FOR IMMEDIATE RELEASE GRAND ]Egl g:l;!go[;{
Contact:

Denny Granum

Chairman, Grand Junction Regional Airport Authority

Phone: 970-623-8688

LEASING GUIDELINES ADOPTED FOR
GRAND JUNCTION REGIONAL AIRPORT

February 14,2013, Grand Junction, CO:
The Board of the Grand Junction Regional Airport Authority adopted aeronautical use lease guidelines at its
monthly board meeting on February 12, 2013. The meeting was held at the University Center building in

Room 221 at Colorado Mesa University.

The Airport's former acronautical lease provided a term of 30 years, consistent with those at most other
airports. The newly adopted acronautical use guidelines allow for leases of up to 50 years, the maximum

allowed by FAA.

“With our primary commitment to the strength and efficiency of Grand Junction’s aviation community, I
believe the adopted acronautical use lease guidelines promote fairness and opportunity for Airport ground
lessees,” says Denny Granum, Chairman of the Authority Board.

The Guidelines would be applicable to all new leases at the Airport. In addition, once the Authority Board has
approved a new standard form of lease which is consistent with the Guidelines, tenants will have the
opportunity to review that new form and determine if they would like to replace their existing lease with the
new lease form. "Existing tenants will have until August 12, 2013 to deliver a letter to the Authority
requesting a new lease. If converted to the new form of lease, existing tenants could have the advantage of up
to four additional 5-year options to renew, which would take their potential lease terms out to 50-years" said

Granum..

"Extending the potential lease terms should help attract new businesses to Grand Junction’s aviation
community,” said Granum. *“Under the new guidelines, at the end of the potential 50-year lease term the
improvements will revert to the Airport or be removed. This is consistent with ground leasing practices at the
vast majority of other airports surveyed." said Granum, "This should not hurt our competitiveness, since at
Grand Junction the reversion would not be likely to occur until 20-years later than at most other airports."

In September 2011, the Grand Junction Regional Airport Users and Tenants Association (GIRAUTA)
requested that the Airport Authority Board adopt formal guidelines concerning airport ground leases, in
particular, lease duration and what happens to improvements at the end of the lease term. In January 2012, the
process began with a 30-day public comment period. Upon completion of the public comment period and
prior to the first draft of the guidelines, comparative research of leasing practices at 40 similarly sized airports
was conducted, as well as Federal Aviation Administration (FAA) grant assurance requirements. After changes
to the firat dFait were mads, 4 Allday comment perind wia opencd, and & public hearing was held on Auguat
21, 2012, An sdditionsl twir-wesk somment perid was opened following the reless of thas final draft of the
guidelinga in Tanuary 2013, ATier revicw and inearparation of many of the pulilic and user's recafmendaliong,
the final lease guidelines were ready for review and adoption.

The new lease agreement and background information is available on the Grand Junction Regional Airport’s
website at www.gjairport.com.

H#HEND##



AERONAUTICAL USE LEASE GUIDELINES
GRAND JUNCTION REGIONAL AIRPORT
Adopted February 12,2013

BACKGROUND, SUMMARY, RESPONSE TO COMMENTS AND TEXT

The Grand Junction Regional Airport Authority (the “Authority”) owns and operates the Grand
Junction Regional Airport (the “Airport”). The Authority was created by the City of Grand
Junction and County of Mesa to own and operate the Airport pursuant to the Colorado Public
Airport Authority Act, C.R.S. §41-3-101, et seq. Under that Act the Authority has the power to

lease Airport property.
I. BACKGROUND

Since its creation in 1971 the Authority has entered into numerous ground leases with persons
desiring to construct hangars and other general aviation facilities on the “air-side” of the Airport.
Consistent with common airport industry practice, most of these leases provide for an initial 20-
year term, with a 10-year renewal option, for a total term of 30-years. Most of these ground
leases establish an initial rental rate, provide for annual CPI adjustments, and also permit a rent
adjustment each 5-years based on local market rent studies and/or other factors. Upon expiration
of the lease term, the tenant has the option to remove improvements from the leased premises.

Improvements which are not removed become the property of the Authority.

In a few cases between 1995 and 2004, the Authority entered into new leases with leasehold
assignees for an additional term of 20 years, plus a 10-year tenant option. This was not required
by the terms of the ground leases and was not common in the airport industry. The Authority has
found no instances in which such a new lease was granted to a non-commercial tenant. After
2006, lease assignments at the Airport have consistently been approved only for the remaining
term of the ground lease to be assigned. This is consistent with generally accepted airport

industry practice.

In 2011 certain Airport hangar tenants expressed concerns that no written policy existed for
aeronautical use ground leases at the Airport, and the maximum 30-year lease terms were not
adequate if title to the improvements was to transfer to the Authority. In response to these
concerns the Authority began developing formal Aeronautical Use Leasing Guidelines (the
"Guidelines") in January 2012. The Authority worked with the Grand Junction Regional Airport
Users and Tenants Association (the "GJAUTA") to prepare draft Guidelines for public comment.
It also obtained copies of aeronautical use ground lease forms being used at 40 other public
airports in the western United States', and of leasing policies in effect at 14 of such airports.

' The airports from which form leases were obtained were APA — Centennial , Englewood, CO; ASE — Aspen/Pitkin
County, Aspen, CO; BDU — Boulder Municipal, Boulder, CO; BIL - Billings Logan International, Billings, MT;
BJC - Rocky Mountain Metropolitan, Broomfield, CO; BLI — Bellingham International, Bellingham, WA; BZN —
Gallatin Field, Bozeman, MT; CDC — Cedar City Municipal, Cedar City, UT; CEZ — Cortez-Montezuma County,
Cortez, CO; COE — Coeur D’Alene, Coeur D’Alene, ID; DRO — Durango/La Plata County, Durango, CO; EAT —
Pangbom Municipal, Wenatchee, WA; EGE — Eagle County, Eagle, CO; EUG — Mahlon Sweet Field, Eugene, OR;
FNL - Ft. Collins/Loveland Municipal, Loveland, CO; FTG — Front Range, Watkins, CO; FTW — Fort Worth



Like Grand Junction, of the other airports from which leases were reviewed, 26 did not have
formal leasing policies in place. '

On July 31, 2012, the Authority released a draft of the Guidelines for 30-days of public
comment. On August 21, 2012, the Authority Board (the "Board") held a public comment forum
to solicit input on the draft Guidelines. At that public forum the GIRAUTA requested and the
Board granted a 30-day extension of the comment period, through September 30, 2012.

The Board reviewed the airport ground leases and guidelines collected from other airports,
considered public comments, and incorporated many such comments into its Guidelines. This
document (a) provides background on the Guideline development process, (b) summarizes
significant portions of the Guidelines, (¢) summarizes and responds to public comments received
during the first comment period, and (d) sets forth the text of the Guidelines which were
proposed for adoption by the Board as of January 7, 2013.

At its meeting on January 7, 2013, the Board extended the public comment period through
January 25, 2013. A summary of comments received and a revised version of the Guidelines
were released to the public on F ebruary 4, 2013. Atits meeting on February 12, 2013, the
Authority Board adopted the guidelines.

II. OUTLINE OF GUIDELINES

The Guidelines clarify that Airport land and/or general aviation facilities will generally be leased
on a first come-first served basis. The Authority may also use a public competitive proposal
process to grant a lease for a particular parcel or facility where multiple parties are interested.
The Authority will develop a standard aeronautical use ground lease, the initial form of which
will be developed within 30-days of adoption of these Guidelines. Unless circumstances involve
the use of a non-standard form, the Authority will attempt to promptly respond to a complete
leasing request within 30-days of receipt. The Director of Aviation will be authorized to enter
into standard form leases at rates pre-approved by the Authority Board, but decisions on any
lease denial or non-standard lease request will be made by the Authority Board in open meeting.

Under the Guidelines the initial ground lease term will continue to be 20 years with a 10 year
lessee option to renew. Longer initial or option terms may be available for extraordinarily large
investments in facilities. Aeronautical use ground tenants will also be granted up to four (4)
additional five (5) year options to extend the lease term, if (a) the improvements have been
maintained and are expected to be serviceable for the additional option term, (b) the Authority

‘""} International, Fort Worth, TX; GJT — Grand Junction Regional, Grand Junction, CO; GPI - Glacier Park
International, Kalispell, MT; GTF — Great Falls International, Great Falls, MT; GUC - Gunnison Crested Butte,
Gunnison, CO; GXY — Greeley/Weld County, Greeley, CO; HLN — Helena Regional, Helena, MT; IDA — Idaho
Falls Regional, Idaho Falls, ID; JAC - Jackson Hole, Jackson Hole, WY; LEW — Lewiston-Nez Perce County,
Lewiston, ID; LMO — Vance Brand Municipal, Longmont, CO; MAN — Nampa Municipal, Nampa, ID; MEV —
Minden-Tahoe, Minden, NV; MSO — Missoula International, Missoula, MT; MTJ — Montrose Regional, Montrose,
CO; PAJN - Juneau, J uneau, AK; PMG — Phoenix Mesa Gateway, Chandler, AZ; PUB — Pueblo Memorial, Pueblo,
CO; PVU - Provo Municipal, Provo, UT; RCAC — Rooks County Regional, Rook County, KS; RDM — Roberts
Field, Redmond, OR; RNT — Renton Municipal, Renton, WA; SGU — St George, St George, UT; TEX — Telluride
Regional, Telluride, CO; and U42 — South Valley, Salt Lake City, UT



does not require the ground for other Airport purposes, (c) the extension would not violate FAA
grant assurances then in effect, and (d) the lessee is not in material default under the lease or in
other financial obligations to the Authority (a "Disqualifying Factor"). This will extend the
opportunity of all lessees to own and occupy their hangars, so long as the above conditions
continue to be met, for a combined term of up to 50-years. If the Authority Board determines that
a facility has not been maintained or is not serviceable, then the lessee will be given a "punch
list" and an opportunity to bring the facility into compliance, and thereby be eligible for an

additional 5-year option.

Where the Authority owns the facility to be leased, and the lessee will not be making a
significant capital investment, the maximum facilities lease term shall be 5-years. The Authority
currently owns no general aviation facilities which would be affected by this provision.
Exempted from this 5-year facilities lease limitation are circumstances in which the Authority
may choose to construct a facility and lease it back to a tenant for such longer term as may be
necessary to recoup the Authority’s investment. Any such transaction would be approved by the

Authority Board in a public meeting.

Rent will continue to be set at an initial reasonable level, and reset at market rates at the
beginning of each additional 5-year option term. Instead of being adjusted annually by any
increase in the CPI, under the final Guidelines rent will be adjusted every two-years in the same
percentage as any increase or decrease in the CPI. The Authority will not make any other
periodic market rate adjustments, which are authorized in many existing leases.

Within the 50-year limitation, the ground lease term will expire only if a lessee chooses not to
exercise its option to renew, or if the Authority Board determines that one or more Disqualifying
Factors exist. Upon lease expiration, at the Authority's option the improvements will either
become the property of the Authority, or the lessee will be required to remove them and restore

the ground to its pre-lease condition.

The Guidelines will be applicable to all aeronautical ground and facilities leases entered into by
the Authority after the effective date. Within 180-days after the effective date of the Guidelines,
any existing tenant may also request a standard form lease to incorporate the provisions of the
Guidelines. The term of any such standard form lease would commence to run at the
commencement date of the original lease.

II1. DISCUSSION OF PUBLIC COMMENTS BY ISSUE

Prior to release of the draft Guidelines the Authority worked with and received comments from
the Grand Junction Regional Airport Users and Tenants Association. Many of the GJAUTA's
comments were incorporated into the initial draft which was released for public comment on July

31, 2012.

On July 31, 2012, a draft of the lease Guidelines was released and posted on the Authority's
website, and a notice of availability and solicitation of comments was sent to all tenants and
other persons known to be interested. The original deadline for public comments on the draft



was August 31, 2012, and this deadline was extended until September 30,2012. On August 21,
2012, the Authority Board held a public comment forum to solicit input on the draft Guidelines.

A summary of comments received, the Authority's response to those comments and the manner
in which many of those comments have been incorporated into the final Guidelines are set forth
below.

A. Basis of Periodic Rent Escalation.
=200 U leriodic Kent Kscalation

Under most existing ground leases at the Airport, and the original draft Guideline, the lease rate
would be adjusted annually by the increase in the CPI-U. The Authority could also adjust the
lease rate no more frequently than every 5-five years to better match current market rents.

Comments. One commenter suggested the CPI-U adjustment alone was adequate, and
should not be cumulative or discretionary. A later comment suggested the CPI-U should not be
used, and rent should instead be adjusted by another standard such as LIBOR (London Inter
Bank Offered Rate), the Federal Discount Rate, or some other unspecified inflation index. A
commenter also suggested the adjustment should be every 5-years rather than annually, and
should decrease as well as increase with the CPI-U.

Final Guidelines. Of the other airport acronautical ground leases reviewed by the
Authority, 65% provided for rent escalation based on CPI-U, 26% provided for either periodic
market adjustments or a fixed increase in rent, and only 9% failed to provide for a rent
adjustment. Of the reviewed leases which used a CPI-U adjustment, 64% provided for the CPI
adjustment to be made annually, with the remainder providing for adjustments to be made at
three to five year intervals. None of the leases reviewed provided for use of an inflation factor
other than the CPI-U.

Under the final Guidelines, the only adjustment to be made during the first 30 years of
the lease term will be the bi-annual CPL-U adjustment. No additional rent adjustment will be
utilized. The CPI-U adjustment will be made cvery two-years (rather than annually) and rent
could either increase or decrease based on changes in the CPI-U. After 30 years, if lessee
exercises any S-year option to renew, rent will be reset at market rates then prevailing and
thereafter adjusted every two years by the CPI-U. The Authority made changes to the draft's
definition of CPI-U to make it consistent with current airport ground leases, so that adjustments
based on CPI-U in old and new ground leases would be made at the same time of year.

The Authority decided against using LIBOR or the Federal Discount Rate as the
adjusting factor. These are borrowing rates which have little relationship to inflation and there
are several such rates to choose from (e.g., one month, one year). If the one year LIBOR or the
Federal Discount Rate had been used over the past 6-year period, they would have actually
resulted in a larger rental rate increase than actually resulted from use of the CPI-U.



B. Potential Length of Lease Term.

Most existing ground leases at the Airport, and the initial draft Guidelines, provided for a term of
20-years plus one (1) 10-year option, with no distinction in term length based on a commercial or
non-commercial classification. The draft Guidelines provided two (2) additional 10-year options
for commercial lessees, and four (4) 5-year rights of first refusal for non-commercial ground
leases, taking potential terms out to 50 years. The draft Guidelines also provided for a 5-year

term for aeronautical facilities leased by the Authority.

Comments. One commenter suggested the Guidelines should encourage aviation-related
businesses to locate at the Airport, and the categories of leases should be created based on
business use. In this way the term of leases could be tailored to achieve different Airport
objectives and attract an assortment of lessees. When the draft Guidelines were amended to
incorporate this principal, a comment suggested all ground lessees should instead be treated
equally, and there should be no distinction between commercial and non-commercial hangar

lessees.

Several comments also suggested that all ground lessees should have a priority renewal
right so long as the facility constructed on the ground leasehold was serviceable. Under this
proposal, so long as the facility remains serviceable the ground lease would be renewed for a

period which is at least theoretically unlimited.

The Authority considered not limiting the total of all terms, so they could be
extended beyond a total of 50-years, and it sought comments from FAA on such a provision.
FAA does not pre-approve airport leases or lease guidelines as being in compliance with all FAA
grant assurances. However, it will advise airport operators if it believes proposed airport leases
or lease guidelines run a significant risk of violating FAA grant assurances. The Compliance
Officer for FAA's Denver Airports District Office advised that FAA has taken the clear position
that absent extraordinary circumstances in a particular case (such as a large investment and
demonstrated need for a longer amortization period), total lease terms in excess of 50-years
would be considered a disposal of airport land in violation of grant assurances. FAA cited its
Advisory Circular 5190.6B which on page 12-3 states, "Leases that exceed 50 years may be
considered a disposal of property in that the term of the lease will likely exceed the useful like of
the structures erected on the property. FAA should not consent to proposed lease terms that
exceed 50-years." In addition, airport airside ground is limited, and the perpetual extension of
leases may limit competition for access to the airport. It would favor incumbents over new
entrants who may desire to use the airport in the future.

If the FAA or any interested party were to challenge a lease having a total lease terms in excess
of 50-years, in the absence of extraordinary circumstances it is likely the Authority would be
found to be in violation of grant assurances. Such a finding could result in loss of future FAA
grant funds and even an order to re-pay funds previously granted to the Authority.

Final Guidelines. Of the other airport ground leases reviewed by the Authority, a

majority provided potential lease terms (primary term and options) of 30-years or less. The
minority of reviewed leases provided for options or rights of first refusal which could take the




terms beyond 30-years. However, only two of the 40 leases reviewed provided for renewals
which could potentially go beyond a total duration of 50-years.”

Under the final Guidelines, the standard ground lease term remains at 20 years plus one
10-year tenant option to renew. However, all ground Lessees will be offered up to four (4)
additional options to extend their ground lease terms for 5 years each. These options will be
available if the facilities have been maintained and are expected to be serviceable for the
additional term, the Authority does not require the ground for other Airport purposes, an
extension would not violate FAA grant assurances then existing, and the tenant is not in default
under its lease or in other financial obligations to the Authority. For both commercial and non-
commercial lessees the total term, including base term and all options will be up to a total term

of 50-years.

C. End of Term Options.

Under most aeronautical use ground leases in effect at the Airport, at the end of the term the
tenant has the option to remove the improvements, including its hangar building, and to restore
the premises to a flat, level and good condition. If the tenant fails to exercise this option within
30-days, title to the improvements, including the hangar building, will automatically pass to the
Authority. Under the draft Guidelines, upon lease expiration the improvements would either
become the property of the Authority, or the tenant would be required to remove them and
restore the ground to its pre-lease condition, at the Authority's option

Comments. Several comments suggested that existing leases should be amended to
provide for Authority payment of compensation for hangars and other improvements at the end
of the lease term. Several comments stated that they were given oral assurances that ground
leases would likely be renewed indefinitely. Other comments stated that existing lease
requirements should be disregarded, and the Authority should instead exercise its power of
condemnation and thereby pay fair market value to the tenant for any improvements at the end of
the lease term.

Final Guidelines. Of the other airport acronautical leases reviewed by the Authority,
approximately 45% contained a provision similar to the existing practice at the Airport, giving
the lessee the option at the end of the term to remove the improvements or they would become
the property of the airport operator. Another 45% of the leases reviewed contained a provision
granting the airport operator the option at the end of the term to either take title to the
improvements (presumably if they are serviceable) or require the tenant to remove the
improvements and restore the premises (presumably if they are not serviceable). The remaining
10% contained variations on these approaches. Under none of the 40 acronautical use ground
leases reviewed, was the airport operator required to pay the lessee for the improvements at the
end of the lease term, though in a few cases, the airport operator was given the option to make

that purchase.

2 All the airports leases reviewed had lease terms of 50 years or less, except for BLI, which did not specify a lease
term. The lease term at BLI is driven by investment, with a minimum of 30 years. HLN has a term of 20 years, with
unlimited 5 year extensions. U42 also has terms dependent upon investment, with no term limit called out.



""'b Under the final Guidelines, up to the total term of 50-years, ground leases will expire
' only when a lessee chooses not to exercise its option to renew, or if the Authority Board
determines that one or more Disqualifying Factors exists. By offering potential lease extensions
of 20-years, the final Guidelines significantly alter the bargain in favor of the lessee. Upon
expiration of the lease term, improvements will either become the property of the Authority or
the lessee will be required to remove them and restore the grounds to its approximate pre-lease
condition at the Authority’s option. This provision is similar to lease terms prevailing at most

other airports for which leases were reviewed.

Under typical airport ground leases, the lessee is permitted to lease airport land, which
has runway access (and is therefore valuable and in short supply), for less than ground lease rates
prevailing off-airport. In exchange, the airport operator has the option to take title to the
improvements at the end of the lease term.

Some comments suggested that the ground rental rate at the Airport is not in fact below
market. However, the standard rental rates currently charged at Grand Junction are below, and in
many cases substantially below, the rental rates prevailing at 71% of the other airports for which
leases were reviewed, which disclosed their standard rental rates. Current ground lease rates at
the Grand Junction Airport are $0.1349 per square foot in the runway 11/29 area, and $0.1732
per square foot in the runway 4/22 area. This is equal to between $5,876 and $7,545 per year per
acre of land leased. This land is adjacent to expensive airport infrastructures such as taxiways,

runways and navigational aides.

Another problem arises if existing leases were changed to abandon the Authority's rights
at the end of the lease term. With respect to these existing leases the Authority has a
reversionary property right to the improvements. Under Colorado Constitution, Article XI,
Section 2, the Authority is prohibited from making a “donation or grant” of public funds or
property to a private company. If the Authority were to give or donate its right of reversion to
individual lessees, at the expense of the public, the Authority believes it would risk violating
both the letter and spirit of this constitutional provision.

D. Applicability to Existing Leases.

Existing ground leases at the Airport contain no right for a lessee to enter into a new and
substitute lease if Authority leasing policy subsequently changes in their favor. Most provisions
of the draft Guidelines would have been applicable only to future leases entered into by the
Authority. As to existing leases, the draft Guidelines would have simply set forth the
Authority’s intention to grant additional lease options to commercial tenants and additional rights
of first refusal to non-commercial tenants, and not to apply additional rent adjustments (in
addition to CPI increases) as authorized by most existing leases.

Comments. Several comments suggested that the Lease Guidelines should apply to both
existing and future aeronautical use ground leases at the Airport. Because the draft Guidelines
contained several provisions which were more beneficial to lessees, it was suggested that
granting of more liberal lease terms to existing lessees would enhance Airport business and thus



contribute to the public good. A late comment suggested that the Authority should not limit this
provision to leases which expire more than three-years from the effective date of the Guidelines,
and failure to do so could be discriminatory.

e e Final Guidelines. Under the final Guidelines, any current aeronautical use ground lessee
may request and be granted a new standard form ground lease to incorporate all material terms of
the Guidelines, to replace and supersede their existing ground lease. New ground leases would
contain the initial term (duration) and commencement date contained in lessee's old ground
lease, but with the additional option terms out to 50-years, rather than the current 30-years. The
initial rental rate on any new lease will be the market rate as set forth in the Authority's fee
resolution. Any such request for a new lease must be received within 180-days after the
effective date of the Guidelines. The new standard form of ground lease, consistent with the
Guidelines, will be prepared within 30-days after adoption of the Guidelines. If current lessees
do not request a new lease, then with respect to existing leases, these Guidelines set forth the
current Authority Board’s intention to grant additional lease options out to a total of 50-years, as
described above, and not to apply rent adjustments in addition to CPI increases. However, the
current Authority Board cannot guarantee that future Boards will maintain this Guideline
provision in the future. The draft provided that any current Aeronautical Use Ground Lessee
"whose lease including options does not expire within three (3) years of the date of these
Guidelines," may request and be granted a new standard form ground lease. The Authority has
removed this restriction so the right to obtain a new lease is applicable to all current acronautical

use ground lessees.

E. Time For Removal.

Most existing aeronautical use ground leases at the Airport, and the draft Guidelines, provide that
at the end of the lease term, if the lessee removes the improvements it would have only 30-days

in which to do so.

Comments. One commenter suggested that 30-days was not an adequate time in which to
remove improvements, and 90-days would be more appropriate.

Final Guidelines. The final Guidelines incorporate this suggestion and provide that if at
the end of the lease term the improvements are to be removed, the lessee shall have 90-days in

which to take that action.

F. Definitions.

The draft Guidelines did not contain a section defining various terms used in the document.

Comments. Several persons suggested the Guidelines would be clearer if they contained
a definition section.

Final Guidelines. The final Guidelines have been amended to incorporate a definition
section. These definitions include Minimum Standards, Lessor, Person, CPI-U, and Aeronautical
Use. Inresponse to comments, the Authority further amended the definition of Aeronautical Use




to include the non-commercial construction of aircraft, and to defined "Development and
Architectural Covenants."

G. Form Leases.

Under current practice, and by annual resolution of the Authority Board, the Director of Aviation
is authorized to enter into standard form ground leases and consents to lease assignment or
financing, with lease rental rates established in the Authority’s annual rate resolution. In the past
six years, only one request for a new aeronautical ground lease has been received. That lease
was awarded by the Board after a public bidding process, and at the direction of the Authority
Board was executed by the Director of Aviation.

Comments. One commenter suggested the draft Guidelines were not clear as to the
Director’s authority to enter into only pre-approved forms of ground leases, with negotiated
leases to be approved by the Authority Board. The commenter suggested the Guidelines should
clearly provide that for non-standard leases, the Authority Board must approve the lease terms in

an open meeting.

Final Guidelines. The Authority agrees with this comment. A clear explanation of this
process has been added to the final Guidelines which incorporates the suggestion of the
commenter. If any lease, consent to assignment or financing approval is to be denied, that
decision shall be made by the Authority Board in an open meeting. The Authority modified the
draft to clarify that standard form lease may contain blanks to describe the premises, dates, rental
rates, permitted uses and other reasonable variables and such the filling in of such blanks shall
not render the leases non-standard. The draft was also clarified to expressly state that individual
Aeronautical Use Leases may define, limit and/or condition the types of Aeronautical Uses
which may be conducted in a hangar. Finally, Section 6.5 of the Guidelines was amended to
provide that the new form lease will be attached to the Guidelines after approval of the Authority
Board, and within 45-days of adoption of the Guidelines (rather than 30) to accommodate

approval by the Authority Board.

H. Leases as Public Records.

The draft Guidelines were silent on whether all aeronautical leases entered into by the Authority
were public record. This is because the Authority is subject to the Colorado Public Records Act,
and unless an exception is provided in that Act, all documents in the Authority's possession have
been and are generally considered to be open for public inspection upon request. The Authority
does not believe that any such request has ever been denied.

Comments: Though airport leases are already subject to the Colorado Public Records
Act, one comment suggested the Guidelines specifically provide that such leases are public
records subject to inspection upon request.

Final Guidelines: The Final Guidelines add a new Section 14 which states that "(a)ll
Aeronautical Use Leases shall be available for public inspection to the maximum extent




permitted by the Colorado Public Records Act, and pursuant to the terms of the Authority’s
public records policy then in effect.”

IV. AERONAUTICAL USE LEASE GUIDELINES
(Adopted by the Authority Board on February 12, 2013)

The following is the text of the Aeronautical Use Lease Guidelines which were adopted by the
Board of the Grand Junction Regional Airport Authority on F ebruary 12, 2013:

1. DEFINITIONS. The following definitions shall apply to these Guidelines:

1.1 "Aeronautical Use" shall mean any aeronautical activity, including, but not
limited to, parking, storing, repairing, sale, fueling and maintaining aircraft owned or leased by a
Lessee or third parties, and other activities associated with aircraft ownership and/or operation,
and non-commercial construction of aircraft, including all activities covered by the Minimum
Standards then existing. Individual Aeronautical Use Leases may define, limit and/or condition
the types of Aeronautical Uses which may be conducted in a particular hangar. For purposes of
these Guidelines, Aeronautical Use shall not include operations conducted by scheduled air

carriers.

1.2 "Airport" shall mean the Grand Junction Regional Airport located in Grand
Junction, Colorado.

1.3 "Authority" shall mean the Grand Junction Regional Airport Authority, a body
corporate and politic, which was created by the City of Grand Junction and County of Mesa to
operate the Airport.

1.4 "Commercial Lessee" shall mean a Lessee which (a) regularly engages in fixed
base operations, ground handling and servicing of air carrier and commuter airline operations,
aircraft charter operations, flight training, aircraft rental, aerial photography, crop dusting, aerial
advertising, aerial surveying, aircraft sales and services, sale of aviation petroleum products,
aircraft repair and maintenance, sale of aircraft parts, and/or other commercial aeronautical
services to the public, (b) has entered into or will enter into a lease with the Authority, and (c)
meets, and in the case of an existing Lessee has met for a period of not less than six continuous
months, the Authority's Minimum Standards then in effect for the type of aeronautical business

operated by the Lessee.

1.5 "CPI" shall mean the Consumer Price Index using the US City Average for all
urban consumers ("CPI-U"), all items index, set forth in the October to October report published
by the US Department of Labor, Bureau of Labor Statistics, for the twelve-month period ending
in the calendar year immediately preceding the calendar year in which the annual cost-of-living
adjustment is to be made, 1982-84 base = 100. In the event the base year is changed the CPI
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 CPI or this index, an equivalent or comparable economic index

will be used.
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1.6  “Development and Architectural Covenants” shall mean the then-current version

of the Walker Field Colorado Public Airport Authority Development and Architectural
Covenants. The version of that document in effect as of the date of the Guidelines is that
adopted by the Board on November 20, 2001, as renewed by Resolution 2005-2009 on June 21,

2005.

1.7 "Guidelines" shall mean these Aeronautical Use Lease Guidelines.

1.8  “Improvements” means all structures and installations placed or constructed on
the leased premises, including, but not limited to, hangars, fuel tanks and associated equipment,

foundation and paving.

1.9  "Lessee" means any Commercial Lessee or Storage Lessee.

1.10 "Minimum Standards" shall mean the then current version of the Requirements
and Minimum Standards for Commercial Aeronautical Services and Activities for Walker Field
Airport, Grand Junction, Colorado. The version of the Minimum Standards in effect on the date
of these Guidelines, were those adopted by the Airport Authority Board on December 19, 2000

and last revised on July 19, 2005.

1.11  "Person" shall mean any individual, partnership, corporation, trust or other entity
of whatever type or nature.

1.12  “Storage Lessee" shall mean any Aeronautical Use Lessee other than a
Commercial Lessee as defined above.

2. OVERVIEW AND SCOPE.

2.1 These Guidelines set forth the parameters for leasing Airport land and/or
improvements for Aeronautical Uses at the Airport. They outline the process which will be
used by the Authority to enter into ground and facilities leases for non-air carrier aeronautical
uses, and establish and adjust the rents, fees or other charges associated with leasing, occupying,

and/or using Airport land and/or Improvements for such uses.

2.2 No Person shall occupy Airport land and/or Improvements unless such Person
has entered into a lease with the Authority or has a sublease approved by the Authority.

2.3 No Person shall take possession of any structure on the air-side of the Airport
unless the Person has first entered into an agreement or lease with the Authority or a sublease
with an Airport Lessee, and in the case of a Commercial Lessee, is in full compliance with
applicable provisions of the Minimum Standards.

2.4  The Authority reserves the right to designate specific Airport land areas in which
airlines, Commercial Lessees and Storage Lessees, respectively, may or may not conduct
business or construct Improvements. The Authority also reserves the right to establish classes
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of aeronautical activity (including airlines, Storage Lessees and the classes of activity specified
in the Minimum Standards), to establish land areas within which such classes may operate, and
to treat such different classes differently with respect to the offering of leases or agreements.

2.5 The right to use the Airport and any Airport land and/or Improvements, other
than lands or Improvements leased exclusively to any Person, shall be non-exclusive.

2.6 These Guidelines shall not apply to circumstances in which the Authority itself
chooses to construct a hangar or other acronautical use Improvement on its own initiative or at
the request of and to the specifications of a Lessee for lease to such Lessee. Such a transaction
would be subject to variables such as, but not limited to, the cost of construction, the type and
cost of financing, and the lease term necessary to recoup the Authority’s investment. It shall
therefore be handled on a case-by-case basis pursuant to applicable laws and Authority policies

then existing.

3. PURPOSES.

3.1  The Federal Aviation Administration (FAA), by way of its Grant Assurances,
requires all airports developed with federal grant assistance to operate for the use and benefit of
the public, and for such airports to be made available to all types, kinds, and classes of
aeronautical activity on fair and reasonable terms and without unjust discrimination. These Grant
Assurances also require airport sponsors to maintain a fee and rental structure for the facilities
and services at their airports, which will make the airports as self-sustaining as possible under the
circumstances existing at the particular airport, and will not dispose of or transfer title to airport
property without FAA approval.  Airport sponsors must also avoid unjust economic
discrimination within classes of users, taking into account such factors as the volume of traffic
and economy of collection. The Airport and the Authority are subject to these grant assurances.

3.2 Itis therefore the policy of the Authority to:

3.2.1 operate the Airport for the use and benefit of the public, and to make it
available for all types, kinds and classes of aeronautical activity;

3.2.2 make the opportunity to engage in commercial Aeronautical Uses available
to any Person who meets the Minimum Standards established by the Authority;

3.2.3 limit or prohibit any type, kind or class of Aeronautical Use of the Airport,
if such action is necessary for the safe operation of the Airport or is necessary to serve the
civil aviation needs of the public;

3.2.4 impose terms and conditions on those offering aeronautical services and
commodities to the public to ensure they are offered on fair and reasonable basis and

without unjust discrimination;

3.2.5 impose only the same rates, fees, rental and other charges as are uniformly
applicable to all other Aeronautical Use Lessees in the same class of aeronautical activity
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(see e.g. Section 2.4 above), making the same or similar uses of the Airport, utilizing the
same or similar facilities, and entering into leases or agreements at approximately the

same time;

3.2.6 make aeronautical facilities at the Airport available to the public on fair and
reasonable terms and without unjust discrimination;

3.2.7 make the Airport as financially self-sustaining as possible under the
circumstances; and

3.2.8 not enter into leases or lease amendments which would constitute a transfer
or disposal of Airport property, without prior FAA approval.

3.3  The leasing of Airport land is also regulated and influenced by local, State, and
federal law including, but not limited to, the policies and rules of the Federal Aviation
Administration (the “FAA”) and Transportation Security Administration ("TSA"), and other
policies, guidelines, rules and standards adopted by the Authority.

4. LAND USES. The Airport Master Plan and Airport Layout Plan (ALP) have been
developed by the Authority and are periodically updated. The ALP is approved by the FAA, and
the Master Plan is developed in accordance with FAA standards. These documents provide
guidance to the Authority regarding which land areas of the Airport may be made available for
leasing to various classes of Lessee (see e.g. Section 2.4 above). No lease shall be entered into
by the Authority which, at its inception, is contrary to the Master Plan or the FAA-approved
ALP. The Authority reserves the right to amend and revise the Master Plan and/or ALP from
time-to-time, with FAA approval as may be necessary. Amendments and updates to the ALP
and/or Master Plan may provide for changes in land use and/or reconfiguration of existing land
use areas on the Airport, which shall be applicable to leases entered into or extended after the

date of such ALP or Master Plan amendment or update.

ol AUTHORITY TO LEASE. The Authority filed Articles of Incorporation on March 24,
1971, and is a body corporate and politic, and a political subdivision of the State of Colorado.
Power to enter into and administer leases of Airport property is granted to the Authority by
Colorado Revised Statutes Section 41-3-106(f).

6. LEASE FORMS AND REQUESTS.

6.1 Manner of Leasing. Available Airport land and/or general aviation Improvements
with runway access will generally be leased on a first come, first served basis, to Lessees
wishing to use such land and/or Improvements for the aviation-related purposes described in the
currently-approved ALP. Under certain circumstances (i.e. multiple Persons interested in a
single piece of property or Improvement or few/no remaining parcels or Improvements available
for a specific aviation-related use), the Authority may use a public and competitive proposal
process prior to grant a lease for a particular parcel or facility. Interested Persons should contact
the Authority to discuss leasing opportunities, lease requirements and information required for

review by the Authority.
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6.2  Review Standards. Requests to lease Airport land for Aeronautical Uses will be
reviewed by the Authority based on parameters contained in these Guidelines including, but not

limited to, whether:

6.2.1 The proposed use is appropriate and consistent with the ALP, Master Plan,
and other relevant land use planning documents, including Authority's Development and
Architectural Covenants, if any;

6.2.2 Approval would not constitute a violation of Grant Assurances; and

6.2.3 If a commercial Aeronautical Use is proposed, Lessee’s proposed use of
the property would comply with the requirements of the Minimum Standards for the

commercial use proposed.

6.3  Leases More Restrictive. The Authority's Aeronautical Use leases shall be
designed to protect the public interest and may contain more restrictive clauses than those
typically found in private sector leases. They shall transfer to the Lessee the liabilities associated
with possession and control of real property including, but not limited to, compliance with all
federal, state and local laws and regulations pertaining to the use, storage and disposal of
hazardous materials and storm water pollution prevention regulations.

6.4  Compliance with Law. Leases will require Lessees to comply with all applicable
local, state and federal laws, ordinances, rules and regulations, including those of the TSA and
FAA. Leases shall also require Lessees and sub-lessees on the Airport to comply with all
applicable Airport regulations, policies and Minimum Standards. Such Authority regulations,
policies and Minimum Standards may be updated and/or amended from time to time as
appropriate, and Lessees shall be subject to the same as updated and/or amended, provided that
no such updated regulations, policies or Minimum Standards shall override any material

provision of an existing lease.

6.5 Standard Lease Forms and Procedures. The Authority may require that requests
to lease be submitted on a standard form which it may develop and amend from time to time, but
which shall conform to these Guidelines. Leasing requests may also be required to contain such
additional information and documentation as the Authority deems reasonably necessary to
evaluate the proposal. The Authority will also develop standard forms of ground and facilities
lease which may be periodically updated to reflect changes in federal, state and local regulations
and real estate law as well as necessary to meet a changing economic environment and other
risks associated with leasing. The standard form of ground lease will be attached hereto as
Appendix A, upon approval of the Authority Board and within forty-five (45) days after
adoption of these Guidelines. The Director of Aviation will be authorized to execute the
standard form lease at the rental rate fixed from time to time by the Authority Board in its rate
resolution. Should the terms of a proposed lease differ from the standard form, or should a
proposed rental rate differ from that established in the rate resolution, approval of the Authority
Board in a public meeting will be required. The standard form lease may contain blanks to
describe the lessee, premises, applicable dates, rental rates, permitted aeronautical uses and other
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reasonable variables and the filling in of such blanks shall not render leases non-standard.
Where a non-standard lease is requested or necessary under the circumstances, the Director of
Aviation may negotiate with the Lessee or prospective Lessee and shall submit his/her
recommendation to the Authority Board, which shall be considered by the Authority Board in a

public meeting.

6.6  Prompt Response. In all cases, the Authority shall attempt to respond to leasing
requests in a prompt manner under the circumstances. The Authority shall attempt to respond to
requests involving a standard form lease within thirty (30) days of receiving a complete written
lease request. Requests which will involve the use of a non-standard lease form, require
engineering or other professional review, or otherwise require action by the Authority Board
could take considerably longer. Any denial of a request for an Aeronautical Use lease shall be
made by the Authority Board in public meeting and shall be accompanied by a written statement

as to the basis of the denial.

6.7  Current Leases. Any current Aeronautical Use Ground Lessee may request and
be granted a new standard form ground lease to incorporate all material terms of these
Guidelines, which shall replace and supersede the Lessee's existing ground lease. Any such new
ground lease will contain the initial term (duration) and commencement date contained in
Lessee's old ground lease, with the additional option terms described in Section 7.5 below. The
rental rate shall be the market rate established in the Authority's then current fee resolution. Any
such request must be received within one-hundred eighty (180) days after the effective date of
these Guidelines. If Lessees do not request a new lease within such period, then with respect to
such existing leases these Guidelines nevertheless set forth the current Authority Board's
intention to grant additional lease options to all Lessees as described below, and not to apply rent
adjustments in addition to CPI increases. After the new standard form of ground lease is adopted
by the Authority Board and attached to these Guidelines, the Authority shall promptly respond to
requests for new leases, but shall not be bound by the time limit set forth in Section 6.6 above.

7. DURATION OF LEASE TERM.

7.1  Policy. All leases of Airport land shall have a fixed term of limited duration to
ensure the Authority’s ability to control future development of Airport land should it be needed
for a different purpose, while at the same time being fair to Lessees.

7.2 Standard Ground Lease Terms. Except as provided below, the maximum initial
Aeronautical Use ground lease term shall be twenty (20) years with one (1) Lessee option to
extend for an additional ten (10) years.

7.3  Extended Term for Extraordinary Capital Investment. If a Lessee or prospective
Lessee proposes to make an extraordinarily large investment in light of the square footage of
land to be leased or which is being leased, the Board may in its discretion consider whether to
amend these Guidelines to provide additional provisions under which the length of the extended

ground lease primary and/or option terms may be determined.
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7.4

Standard Facility Lease Term. Except as provided below, when the Authority

owns the ground and the aeronautical Improvements to be leased the maximum facilities lease
term shall be five (5) years.

75

Additional Option Terms for Ground Leases. In addition to the option term

provided in Section 7.2 above, Lessees may be offered up to four (4) additional options to extend
the ground lease term for five (5) years each (an "Additional Option"). The total of primary and
all option terms of any lease shall not exceed 50-years unless individual and extraordinary
circumstances are found to exist under Section 7.3 above. The Authority shall offer an
Additional Option to a Lessee if, and only if:

7.5.1 such Lessee requests the same between twelve (12) and eighteen (18)

months prior to the expiration of the then-current option or Additional Option term, and

7.5.2  the Authority Board has not found (within sixty (60) days after such

request by the Lessee, or by the Authority' Board's next regular meeting, whichever is
later in time) that

(@ the Improvements on the leasehold have not been properly
maintained or are not in a condition expected to be serviceable in any respect for
the additional five (5) year option term,

(b) the Authority intends to redevelop the area in which the leasehold
is located and/or use all or a portion of the subject leasehold ground for purposes
other than lease to a Commercial Lessee or Storage Lessee, as the case may be,

(©) Lessee is in material default under its ground lease with the
Authority,

(d) Lessee is in default in any other financial obligation to the
Authority, and/or

(e) the granting of the option would violate any Grant Assurances or
other applicable law.

7.5.3 The factors referred to in Section 7.5.2 above shall each be referred to as a

"Disqualifying Factor" and collectively as “Disqualifying Factors.” The Authority's
determination of any Disqualifying Factor shall be made in its reasonable discretion.

7.5.4 Lessees are encouraged to contact the Authority in advance of the option

exercise window described in Section 7.5.1 above to discuss the condition of the
Improvements on the leasehold, actions which may be necessary to bring the
Improvements into the required condition of maintenance and/or serviceability and meet
the other requirements of Section 7.5.2 above.
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7.5.5 The Authority may condition the exercise of an Additional Option on
amendment of the lease to incorporate such other standard, and non-discriminatory terms
as are then being offered by the Authority to other Lessees under aeronautical use ground
leases, and ground lease rates for each Additional Option term shall be set at reasonable
rates existing at the time the Additional Option is exercised as set forth in the Authority’s
then current rate resolution, which rates shall be subject to the CPI adjustment set forth

above.

7.6 Repair and Maintenance Punch-List.

7.6.1 If the Authority has not found that other Disqualifying Factors exist, but
has found that the Improvements on the leasehold have not been properly maintained
and/or are not in a condition expected to be serviceable for the additional five (5) year
option term, pursuant to Section 7.5.2(a) above, and also finds that such Improvements
can be made serviceable through reasonable repair or maintenance, it shall provide
Lessee with a written “Punch List” of repair and maintenance items to be completed by
Lessee, at its sole expense. The repair and maintenance required by the Authority shall
be for the purpose of maintaining improvements in their original state, reasonable wear
and tear excepted, and not for new construction.

7.6.2  The Punch List shall be provided to Lessee not more than thirty (30) days
after the Authority's finding of such Disqualifying Factor, and Lessee shall have a
120-day period of time in which to complete repair and/or maintenance of such Punch
List items to the reasonable satisfaction of the Authority. Provided that Lessee is
proceeding with necessary diligence to complete the “Punch List” items, Lessee, upon
written notice to the Authority given prior to the expiration of said 120-day period, may
extend the time for completion for a period of time not to exceed an additional sixty (60)
days. If such Punch List items are completed to the reasonable satisfaction of the
Authority, the Lessee shall then be permitted to exercise the Additional Option.

8. LEASE EXPIRATION/TERMINATION. Within the limits of Section 7.5 above,
under these Guidelines, and subject to the limitations of Section 7.5 above, ground leases which
are subject to Additional Options will expire only when a Lessee chooses not to exercise its
option to renew, or if the Authority Board determines that one or more Disqualifying Factor
exists. Ground Leases may also terminate upon material default by the Lessee. Upon the
expiration or sooner termination of the ground lease, each ground lease shall provide that:

8.1 Lessee shall peaceably surrender possession of the leasehold to the Authority.

8.2  Atthe Authority's option, which it may deliver to Lessee at least three months
prior to expiration, the Lessee (a) shall immediately abandon the fixtures and Improvements to
the Authority and the same will become the property of the Authority under Section 8.3 below,
or (b) Lessee shall have ninety (90) days from date of expiration or termination to remove from
the Airport and properly dispose of all personal property, fixtures and Improvements and restore
the ground to approximately its pre-lease condition reasonably acceptable to the Authority, at

Lessee's sole cost and expense.
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8.3  Inany event, after ninety (90) days from date of expiration or termination of the
lease, title to all property, fixtures and Improvements not removed by Lessee in accordance and
at the Authority’s option under Section 8.2 above, shall be surrendered to the Authority without
payment by the Authority to lessee of any compensation whatsoever, and said personal property,
fixtures, and Improvements remaining on the premises shall thereafter be owned by the
Authority free and clear of any claim of interest by Lessee or of any third party. If the Authority
has exercised its option to have the Improvements removed and the premises restored at Lessee's
expense but Lessee has failed to do so, such Lessee shall be liable to the Authority for the
reasonable costs of removal and restoration.

9. RATES, FEES AND CHARGES.

9.1  Market Rates. The Authority recognizes its obligation to charge reasonable and
not unjustly discriminatory rent for Aeronautical Use of Airport land and/or Improvements.
Under the Grant Assurances the Authority is also required to maintain a rent and fee structure
which makes the Airport as self-sustaining as possible under the circumstances.

9.1.1 Reasonable rent for Aeronautical Use land and/or Improvements at the
Airport will be determined, at the discretion of the Authority, by rent study, comparison
of rents for similar properties at this and other comparable public use airports, appraisal,
negotiation, or a competitive process.

9.1.2 Current rates, fees and charges will be outlined in the Authority's
approved Fees and Charges. All new, renegotiated, and adjusted lease rates, fees and
charges will be set according to the rates found in the approved Fees and Charges, which
are reviewed, updated and approved annually by the Authority Board.

9.2  Periodic Adjustments. Every two years, in even years beginning April 1, 2014
(the “Adjustment Date™), the Monthly Ground Lease Rent for the premises will be adjusted by
any cumulative increase or decrease in the CPI over the prior two year period or since the
effective date of the lease or Additional Option, whichever is closer in time to the Adjustment

Date.

10. PERMITTED USES. Leases shall provide that Improvements constructed on the
Airport Operations Area of the Airport are to be used for Aeronautical Uses only, including but
not limited to parking, storing and maintaining aircraft owned or leased by tenant or third parties,
other activities associated with aircraft ownership, commercial Aeronautical Uses covered by the
Minimum Standards, and self-fueling in strict accordance with the Authority's Fuel Storage and
Handling Procedures.

11. CONSTRUCTION OF LEASEHOLD IMPROVEMENTS.
11.1 Prior to the construction of any Improvements, alterations or additions to the

leasehold, proposed plans must be submitted to the Authority for review and approval. The
Authority shall determine if the Improvements are consistent with the Airport’s Master Plan and
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meet the Authority’s Development and Architectural Covenants and, if applicable, the Minimum
Standards. Improvements must also meet all federal, State and local codes, rules and regulations.
Authority approval of plans shall not be an indication that any Improvement complies with such

laws, codes or rules.

11.2° A period of time may be specified in the ground lease for the commencement and
completion of any approved Improvements on any leasehold.

12.  ASSIGNMENT, SUB-LEASING AND FINANCING.

12.1  Written consent from the Authority must be obtained prior to any assignment or
subleasing of all or any portion of a lease, which assignment shall not be unreasonably withheld.
Leases will provide that assigned and sublet leases will be subject to all the terms and conditions

of the original lease, including the lease term.

12.2  The Authority shall make prompt and reasonable efforts to cooperate with
Lessees and their lenders regarding the financing or refinancing of Airport businesses and
Improvements, provided, however, that in doing so the Authority shall have no obligation to
materially change any lease term or take any action which would be materially detrimental to the

Authority or the public interest.

12.3  Potential Lessees, assignees and sub-lessees should carefully consider the
remainder of the lease term when negotiating the purchase of any Airport business or facility.

13. SUBORDINATE DOCUMENT. This document (a) is intended to provide guidance to
the Authority when issuing or renewing leases for Aeronautical Uses, (b) does not itself
constitute a legally binding agreement or contract with any Person, and (c) does not contain all
terms and conditions of leases. Except as expressly provided herein, if any conflict of terms or
conditions exist with other legal documents, including but not limited to a ground lease or
Facilities Lease, this document shall be subordinate.

14.  PUBLIC RECORDS. All Aeronautical Use Leases shall be available for public
inspection to the maximum extent permitted by the Colorado Public Records Act, and pursuant

to the terms of the Authority’s public records policy then in effect.

15.  EFFECTIVE DATE. These Guidelines shall become effective upon adoption by the
Authority and shall remain in effect, unless and until repealed or amended by the Authority.
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AERONAUTICAL USE GROUND LEASE

Grand Junction Regional Airport
Grand Junction, Colorado

Between

GRAND JUNCTION REGIONAL AIRPORT AUTHORITY
800 Eagle Drive
Grand Junction, CO 81506
(" GJR AA ")

and

("Tenant")

Dated:
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AERONAUTICAL USE GROUND LEASE

This Aeronautical Use Ground Lease (the "Lease") is made and entered into on the date set
forth in Paragraph 1.1, below, by and between the GRAND JUNCTION REGIONAL AIRPORT
AUTHORITY ("GJRAA"), formerly known as the Walker Field Public Airport Authority, a body
corporate and politic and constituting a subdivision of the State of Colorado, and the Tenant as that
term is defined in Paragraph 1.2, below.

Recitals

A. The GJRAA is owner and operator of the Grand Junction Regional Airport and is
authorized to enter into this Lease pursuant in part to Colorado Revised Statute § 41-3-101, et seq.

B. Tenant desires to lease a portion of the Airport for acronautical uses, which may
include the constructing and occupying, or if already constructed occupying, an aircraft hangar or
other structures.

C. The GJIRAA desires to lease ground on the Airport to Tenant and Tenant desires to
lease ground and use the Airport under the terms and conditions of this Lease.

NOW, THEREFORE, for valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the parties incorporate by reference the recitals set forth above and agree as
follows:

Article 1: Basic Lease Information

In addition to the terms defined elsewhere in this Lease, the following defined terms are used
in this Lease. To the extent there is any conflict between the basic lease information contained in
this Article 1, and more detailed information contained elsewhere in this Lease, the more detailed
information contained elsewhere in this Lease shall prevail.

1.1 Date of Mutual Execution.

1.2 Tenant.

1.3 Tenant’s Trade Name.

1.4  Tenant’s Address and Phone.

1.5 GJRAA'S Address and Phone. 800 Eagle Drive, Grand Junction, Colorado 81506;
(970) 244-9100

1.6  Airport: Grand Junction Regional Airport, formerly known as Walker Field Airport,
located in Grand Junction, Colorado.



1.7  Commencement Date. (START DATE OF THIS LEASE)

1.8  Expiration Date. (DATE SHOULD BE THE ORIGINAL EXPIRATION DATE OF
THE ORIGINAL LEASE - USUALLY 20 YEARS)

1.9 Initial Minimum Insurance Coverage Amount. $1,000,000 combined single limit
(See paragraph 8.1.1 below).

1.10  Rent. Rent shall include both the Monthly Ground Rent, as altered from time to time
pursuant to paragraph 4.1 of this Lease, and other fees described in paragraph 4.3 of this Lease.

1.11  Monthly Ground Rent. The Monthly Ground Rent shall initially be $ (THIS SHALL
BE AT THE MARKET RATE SET BY THE AUTHORITY) per year, paid monthly at $ ;
based on the area of the Premises other than the Object Free Area ("OFA"). Tenant will not be
obligated to pay rent for the OFA, but Tenant will be responsible for all maintenance and other

improvements required for the OFA. For the remaining (non-OFA) area of square feet of
the Premises, ( - = ) the above rent will be calculated as follows:
$ per square foot x square feet = § + 12 months = $

1.12  Permitted Uses. The permitted uses shall include the construction and/or occupation
of a hangar and/or other structure subject to the provisions of this Lease which, together with the
Premises themselves, shall used for aeronautical purposes only, including but not limited to the
parking, storing and maintaining aircraft owned or leased by Tenant or other third parties, other
activities associated with aircraft ownership, and acronautical-related businesses, but not to provide
fuel to aircraft.

1.13  Premises. The property shown on attached Exhibits A and B and any Improvements
existing thereon when Tenant first takes possession, which is also known as (ADDRESS).

1.14 Premises Square Footage. The Premises consist of a total of square
feet, which includes square feet of OFA and square feet of other area

1.15 Date to Complete Improvements. (INSERT DATE IF APPLICABLE)

1.16  Additional Provisions. (INSERT IF APPLICABLE)

1.17 Improvements. Improvements shall include the aircraft hangar erected or to be
erected on the Premises, all hangar flooring, lighting, paving, fencing, grating and surfacing,
underground and overhead wires, doors, cables, pipes, tanks and drains; and all property of every
kind and nature, which is attached to the Premises or which may not be removed without material
injury to the Premises or any structure thereon.



1.18 Minimum Standards. "Minimum Standards" shall mean the then current version of
the Requirements and Minimum Standards for Commercial Aeronautical Services and Activities for
Walker Field Airport, Grand Junction, Colorado. The version of the Minimum Standards in effect
on the date this Lease is that adopted by the GJRAA Board on December 19, 2000 and last revised
on July 19, 2005."

1.19  Security Deposit. (THIS WILL BE AN AMOUNT EQUAL TO FOUR (4) TIMES
THE MONTHLY RENTAL SET FORTH ABOVE)

Article 2: Lease of Premises & Airport: Quiet Enjovment

2.1 Use of Premises. In consideration of the payment of the Rent and the keeping and
performance of the covenants and agreements by Tenant hereinafter set forth, GIRAA does hereby
lease unto Tenant the Premises, including any and all rights, privileges, easements, and
appurtenances now or hereafter belonging to the Premises, subject, however, to all liens, easements,
restrictions, and other encumbrances of record. Tenant leases the Premises in an "as is" condition,
without warranties or representations from GJRAA that the Premises, or any portions thereof, are
suitable for a particular purpose, or can accommodate any particular weight or size of aircraft.

2.2 Useof Airport. Tenant is also granted the non-exclusive right to utilize such Airport
runways, taxiways, taxi lanes, and public use aprons ("airfield areas"), and such other rights of way
and access across the Airport ("Airport rights of way") as necessary for ingress and egress to the
Premises, and to the extent necessary to enable Tenant to provide the Permitted Uses from the
Premises. Tenant's use of said airfield areas and other Airport rights of way shall be on a non-
exclusive, non-preferential basis with other authorized users thereof. Tenant shall abide by all
directives of GJRAA, the Federal Aviation Administration ("FAA"), the Transportation Security
Administration (“TSA”™), and any other governmental entity having jurisdiction over the Airport,
governing Tenant's use of said airfield areas and other Airport rights of way, either alone or in
conjunction with other authorized users thereof.

23 Quiet Enjoyment. Upon payment of fees when due and upon performance of all other
conditions required herein, Tenant shall peaceably have, possess and enjoy the Premises and other
rights herein granted, without hindrance or disturbance from GJRAA, subject to GJRAA's rights
contained elsewhere in this Lease. Notwithstanding the provision set forth in the preceding sentence
or any other provision of this Lease, GJRAA and any tenant of GJRAA shall have the right to
traverse that portion of the Premises not occupied by a hangar or other structure, if GJRAA in its sole
discretion believes that such traversing is necessary or desirable for the efficient operations of the
Airport, GJRAA or another tenant.

2.4  Inspection by GIRAA. GIRAA, through its authorized agents, shall have the right at
all reasonable times, and after notice to Tenant when practical, to enter upon the Premises to inspect,
to observe the performance by Tenant of its obligations hereunder, and to do any act which the
GIJRAA may be obligated to do or have the right to do under this Lease and any other agreement to
which the GIRAA is a party or applicable law. Without diminishing the GIRAA=s rights to inspect
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and perform under this paragraph, the acts of the GJRAA shall not unduly burden or interfere with
Tenant=s operations on the Premises.

Article 3: Lease Term and Options

’ 3.1 Term. Subject to earlier termination as hereinafter provided, the primary term of this
Lease shall be the period between the Commencement Date set forth in paragraph 1.7 above and the
Expiration Date set forth in paragraph 1.8 above (the "Primary Term").

E— 3.2 Option to Renew. Subject to the provisions hereof, upon expiration of the Primary
Term of this Lease, if and only if Tenant shall not then be in material default beyond applicable cure
periods under this Lease, then Tenant shall have the option to renew this Lease for one (1) additional
term of ten (10) years following expiration of the Primary Term. Tenant's option to renew may be
exercised by delivering written notice to the GJRAA between twelve (12) and eighteen (18) months
prior to end of the Primary Term of this Lease.

—-—-—» 3.3  Additional Option Terms. In addition to the option term provided in Section 3.2
above, Tenant shall have up to four (4) additional options to extend the term of this Lease for five (5)
years each (an "Additional Option"). The total of the Primary Term and all option terms of this
Lease shall not exceed 50-years. The GJRAA shall offer an Additional Option to a Tenant if, and
only if:

3.3.1 such Tenant requests the same between twelve (12) and eighteen (18) months
prior to the expiration of the then-current option or Additional Option term, and

3.3.2 the GJRAA Board of Commissioners has not previously found, or found
within sixty (60) days after such request by the Tenant or by close of the GIRAA Board's next
regular Board meeting, whichever is later in time, that:

(a) the Improvements on the Premises have not been properly maintained
(including painting) or are not in a condition expected to be serviceable in any respect for the
additional five (5) year Additional Option term,

(b) GJRAA intends to redevelop the area in which the Premises are
located and/or use all or a portion of the Premises for purposes other than lease to a
Commercial Tenant or Storage Tenant, as the case may be with respect to the Tenant,

(c) Tenant is in material default under this Lease,

(d) Tenant is in default in any other financial obligation to GJRAA, and/or

(e) the granting of any Additional Option would violate any FAA Grant
Assurance or the provisions of any applicable law.



3.3.3 The factors referred to in paragraph 3.3.2 above shall each be referred to as a
"Disqualifying Factor" and collectively as “Disqualifying Factors.” A determination of the
existence of any Disqualifying Factor shall be made in the reasonable discretion of GJRAA.

3.3.4 Tenants are encouraged to contact the GJRAA in advance of the option
exercise windows described in paragraph 3.3.1 above to discuss the condition of the
Improvements on the Premises, actions which may be necessary to bring the Improvements
into the required condition of maintenance and/or serviceability and meet the other
requirements of paragraph 3.3.2 above.

3.3.5 GJRAA may condition the exercise of an Additional Option on amendment of
this Lease to incorporate such other standard and non-discriminatory terms as are then being
offered by the GJRAA to other Commercial Tenants or Storage Tenants, as the case may be,
under aeronautical use ground leases, and ground lease rates for each Additional Option
term shall be set at reasonable rates existing at the time the Additional Option is exercised as
set forth in the GJRAA’s then current rates established by GJRAA's Fees and Charges, which
rates shall thereafter be subject to the CPI adjustment set forth below.

3.3.6 For purposes of'this paragraph 3.3, "Commercial Lessee" shall mean a Lessee
which (a) regularly engages in fixed base operations, ground handling and servicing of air
carrier and commuter airline operations, aircraft charter operations, flight training, aircraft
rental, aerial photography, crop dusting, aerial advertising, aerial surveying, aircraft sales and
services, sale of aviation petroleum products, aircraft repair and maintenance, sale of aircraft
parts, and/or other commercial aeronautical services to the public, (b) has entered into or will
enter into a lease with the Authority, and (c) meets, and in the case of an existing Lessee has
met for a period of not less than six continuous months, the Authority's Minimum Standards
then in effect for the type of acronautical business operated by the Lessee. “Storage Lessee"
shall mean any Aeronautical Use Lessee other than a Commercial Lessee as defined above.

34 Repair and Maintenance Punch-List.

3.4.1 If GJRAA has not found that other Disqualifying Factors exist, but has found
that the Improvements on the Premises have not been properly maintained and/or are notina
condition expected to be serviceable for the additional five (5) year Additional Option term,
pursuant to paragraph 3.3.2(a) above, and also finds that such Improvements can be made
serviceable through reasonable repair or maintenance, it shall provide Tenant with a “Punch
List” of repair and maintenance items to be completed by Tenant, at its sole expense. The
repair and maintenance required by GJRAA shall be for the purpose of maintaining
improvements in their original state, reasonable wear and tear excepted, and not for new
construction.

3.4.2 The Punch List shall be provided to Tenant not more than thirty (30) days
after GJRAA's finding of such Disqualifying Factor, and Tenant shall have a 120-day period
of time in which to complete repair and/or maintenance of such Punch List items to the
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reasonable satisfaction of GJRAA. Provided that Tenant is proceeding with necessary
diligence to complete the “Punch List” items, Tenant, upon written notice to GJRAA given
prior to the expiration of said 120-day period, may extend the time for completion for a
period of time not to exceed an additional sixty (60) days. If such Punch List items are
completed to the reasonable satisfaction of GJRAA, Tenant shall then be permitted to
exercise the Additional Option.

—-—» 3.5 Surrender and Holding Over. If Tenant holds over or remains in possession or
occupancy of the Premises after the expiration of this Lease without any written renewal thereof,
such holding over or continued possession or occupancy shall not be deemed as a renewal or
extension of this Lease but shall create only a tenancy from month to month which may be
terminated at any time by GJRAA upon thirty (30) days written notice. Such holding over shall be at
150% of the Monthly Ground Rental that was payable in the month prior to such expiration, (or in
recognition that the Improvements shall then be the property of the Authority) the hangar rental rate
established in the GTRAA's then-current Fees and Charges, whichever is greater, and shall otherwise
be upon the same terms and conditions as set forth in this Lease.

Article 4: Rent, Security Deposit & Other Fees

4.1 Monthly Ground Rent. The Monthly Ground Rent for the Premises is initially the
amount set forth in paragraph 1.11 above. Within thirty (30) days of Tenant's completion of any
Improvements on the Premises, Tenant will provide GIRAA with a survey acceptable to GJRAA (as
determined by GJRAA in its sole discretion) which shall be attached to this Lease as Exhibit B.
Should the actual square footage of the Premises or the Improvements thereon (as determined by the
Survey of the Premises to be attached as Exhibit B) differ from the parties' initial estimate of the
Premises or improvements' square footage (as shown by the Description of the Premises, attached as
Exhibit A), then the Monthly Ground Rent shall be adjusted to accommodate for such difference
according to standard GJRAA procedure.

42  CPI Adjustment. The Monthly Ground Rent for the Premises shall be adjusted by the
increase or decrease in the Consumer Price Index, using the US City Average for all urban
consumers ("CPI-U"), all items index, set forth in the October to October report published by the US
Department of Labor, Bureau of Labor Statistics, for the twenty-four (24) month period ending in the
calendar year immediately preceding the calendar year in which the annual cost-of-living adjustment
is to be made, or the period since the Commencement Date of this Lease, whichever is less. The
initial CPI adjustment under this Lease shall be made on April 1st of the first even calendar year after
the calendar year in which the Commencement Date falls, and every even year thereafter. If the CPI-
U index is no longer published by the US Department of Labor, the parties shall use the US
Department of Labor index or report most closely approximating the CPI-U.

4.3  Other Fees and Charges. In addition to the Monthly Ground Rent described above:

4.3.1 Tenant shall pay GJRAA such fees as set forth in GIRAA's then current Fees
and Charges, adopted by resolution of the GJRAA Board in open meeting (the "Fees and Charges"),

6



as the same may be amended from time to time, for the usage of the Airport's disposal station, by
Tenant, or by Tenant's assigns and subtenants.

4.3.2 Tenant shall pay GJRAA the amount established by GJRAA from time to time
for stand-by services provided by GJRAA employees to Tenant, or to Tenant's assigns and
subtenants, including but not limited to the following stand-by services: Aircraft Rescue & Fire
Fighting (ARFF); emergency first aid; custodial, maintenance and security services; special events on

Airport property.

4.3.3 Tenant shall pay GJRAA landing fees for all aircraft owned or leased by
Tenant that utilize its hangar or tie-down facilities, in the amount of the landing fees required by
GJRAA's Fees and Charges for aircraft using the Airport, as said amount may be amended from
time to time.

4.3.4 Tenant shall pay fuel flow fees for fuel purchased by Tenant, or its assigns or
subtenants, from authorized fuel vendors on the Airport, as required by GJRAA's Fees and Charges,
as said amount may be amended from time to time. Said fuel flow fee is in addition to any gasoline
taxes or fuel flow fees Tenant may be required to pay, under the State of Colorado's Aviation Fuel
Tax Program or otherwise.

4.3.5 Tenant shall pay GJRAA for all identification badges required for use by it, or
its assigns or subtenant, at a rate established by GJRAA from time to time. Tenant shall also pay
such fee as established by GIRAA from time to time for the replacement of said badges.

4.3.6 Tenant shall pay GJRAA such other amounts as may be imposed by GIRAA
in its Fees and Charges in the future, for services and facilities provided by GIRAA to Tenant, or its
assigns and subtenants, on a pro rata, non-discriminatory basis with the other users of said services or
facilities.

4.4  Manner of Payment. Payment of Tenant's monthly ground rent shall be made in
advance, on or before the first day of each and every month during the term of this Lease. Payment
of all other fees, if any, shall be made in accordance with procedures adopted by GJRAA from time
to time. All rental payments shall be made to GIRAA at its address listed in paragraph 1.5, or at
such other address as may be specified by GJRAA.

4.5  Late Charges. All amounts payable under the Lease may collectively be referred to
herein as “Rent.” Any payment of Rent, including Monthly Ground Rent, which is not received on
the due date will be subject to a late charge equal to five percent (5%) of the unpaid payment, or
$100.00, whichever is greater. This amount is in consideration of GJRAA's additional cost of
processing late payments. In addition, any Rent which is not paid when due, including Monthly
Ground Rent, will accrue interest at a default rate of three percent (3%) per month (but in no event in
an amount in excess of the maximum rate allowed by applicable law) from the date on which it was
due until the date on which it is paid in full with accrued interest. Any payments received shall be
applied first to accrued interest, and then to the reduction of principal.
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4.6  Security Deposit. Tenant shall deposit with GJRAA a security deposit in the amount
set forth in paragraph 1.19 above. This deposit is to be held by GJIRAA as security during the entire
term of the Lease for all of Tenant’s obligations hereunder. The security deposit shall be made at the
time the Lease is signed by the Tenant, unless the same has been previously paid in the full amount
set forth above.

4.7 No Set Off. Except as may be expressly set forth herein, Tenant shall not have the
right to set-off against any amounts owed to the GIRAA for any claims it may have against GIRAA
unless and until said amounts are agreed to by GJRAA or reduced to final judgment.

4.8  New Federal Regulation. In the event GJRAA is required to make additional direct
expenditures in connection with the implementation of any future federal or state regulation imposed
upon GJRAA as aresult, in whole or in part, of Tenant’s operation, GJRAA may call a conference
for the purpose of discussing and determining methods of compliance and recovery from Tenant and
others similarly situated, if any, of costs so incurred, and Tenant agrees to attend and negotiate in
good faith regarding its participation in recovery of such costs.

Article 5: Improvements

5.1 Construction of Improvements. During the term of this Lease, Tenant shall have the
right to construct, at its own expense, Improvements, alterations, or additions to the Premises, or to
any Improvements presently located thereon, in furtherance of Tenant's authorized use of the
Premises, provided that:

5.1.1 the Improvements, alterations, and additions are performed by qualified and
licensed contractors or subcontractors; and

5.1.2 prior to the construction of any Improvements, alterations or additions to the
Premises including, but not limited to, new buildings, major exterior changes to any buildings,
changes in pavement, fences and utility lines, interior renovations that affect the structural integrity,
or office and hangar configuration, of any Improvements Tenant presently owns or may hereafter
construct upon the Premises:

(a) Tenant submits the proposed plans to GJRAA for its review; and

(b) GJRAA determines, in its sole discretion, that the proposed
improvements, alterations, or additions are consistent with the Airport's master and land use
plans, GJRAA's Development and Architectural Covenants, and if applicable, the Minimum
Standards, as the same may be amended from time to time.

5.2 Cost of Improvements; Bond. Tenant shall construct all Improvements, alterations,
and additions to the Premises at its own expense. If Tenant constructs improvements, alterations
and/or additions, the same shall be constructed at Tenant's sole initiative and behest, and nothing
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herein shall be construed as an agreement by GJRAA to be responsible for paying for them, and
neither the Premises, nor GJRAA's interest in said Premises or any Improvements, alterations or
additions constructed thereon, shall be subjected to a mechanic's lien for any Improvements or
alterations constructed by Tenant hereunder. GJRAA may require Tenant to post a bond, or such other
security as GJRAA deems appropriate, guaranteeing payment for construction of the Improvements
alterations and additions involved, as a condition precedent to the commencement of construction of
the Improvements and/or alterations. Tenant shall be responsible for assuring that all of said
Improvements, alterations and additions to the Premises are constructed in accordance with applicable
local, state and federal law. Tenant shall reimburse GIRAA for all costs and expenses, including
surveying and attorney's fees, GJRAA incurs (a) as a result of the fact that the Improvements,
additions, or alterations do not comply with local, state and federal law, (b) in defending against,
settling or satisfying any claim that GJRAA is responsible for paying in relation to Improvements on
the Premises, or (c) in defending against, settling or satisfying any mechanic's lien and/or other
claims, asserted as a result of non-payment for Improvements on the Premises.

5.3  Timing of Construction. The parties hereby agree that Tenant shall have eighteen (18)
months from the Commencement Date to obtain a Certificate of Occupancy or to otherwise fully
develop the Premises. If such development is not timely commenced or completed, or if due diligence
pursuing such development is not demonstrated to the satisfaction of GTRAA, then GJRAA, at its sole
discretion, shall have the right to terminate this Agreement, and all of Tenant's interest in the Premises
shall revert to GIRAA. If, however, the Tenant has commenced development and is diligently
pursuing completion of development, yet such development will not be completed within the 18
month period allowed, then the Tenant may petition, in writing, GJRAA for an extension of time to
complete development. An extension of time to complete development is not automatic upon
application, but may be granted at the sole discretion of GJRAA. If such extension is not granted, then
GJRAA shall have the right to declare the Agreement void, and all of Tenant's interest in the Premises
shall revert to GJRAA. GJRAA makes no representations or warranties with regard to the above
contingencies, and Tenant undertakes such efforts solely at its own risk.

54  Signs. No exterior signs, logos or advertising displays identifying Tenant or its
assigns, subtenants or customers shall be painted on or erected in any manner upon the Premises, or in
or on any Improvements or additions upon the Premises, without the prior written approval of
GJRAA, which approval shall not unreasonably be withheld. Any such signs, logos or advertising
shall conform to reasonable standards to be established by GIRAA, with respect to type, size, design,
materials and location. All signs shall comply with all applicable city, county and state regulations.

Article 6: Maintenance, Utilities, Damage and Storage

6.1 Maintenance of Premise. During the term of this Lease, Tenant shall, at its own
expense, maintain and keep all portions of the Premises, any Improvements, fixtures, and equipment
thereon, any utility lines thereon or thereunder used by Tenant or its assigns or subtenants, and any of
Tenant's Improvements, fixtures, or equipment located elsewhere on the Airport, in good operating
and physical condition and repair. Tenant shall repair any utility lines located on or under its
Premises which are utilized by it or other third parties, if the damage to said utility lines was caused
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by Tenant, or by Tenant's board members, officers, agents, employees, contractors, subcontractors,
assigns, subtenants, customers, guests, invitees, or anyone acting under Tenant's direction and
control. During the term of this Lease, Tenant shall maintain, at its expense, all portions of the
Premises, any Improvements, fixtures, and equipment thereon, and all of its improvements, fixtures,
and equipment located elsewhere on the Airport, in a safe and clean condition, and to not permit any
unsightly accumulation of wreckage, debris, or trash where visible to the general public visiting or
using the Airport. The determination of whether any accumulation is unsightly will be made in the
sole but reasonable discretion of GJRAA.

6.2  Utilities. During the term of this Lease, Tenant shall also be responsible for
providing, at its own expense, all utilities and services, including but not limited to lighting, heating,
air conditioning, water, gas, trash removal and electricity, required for the Premises and any
improvements, alterations, or additions thereon. Tenant shall not permit any liens for utilities to be
levied against the Premises and, in the event that any liens are so levied, agrees to indemnify GJRAA
and hold it harmless for the same.

6.3 Storage on Premises. Tenant may not store items unrelated to its aecronautical uses at
the Airport (including, but not limited to, boats, recreational vehicles, motorcycles, campers, and
personal motor vehicles) on the Premises for more than two (2) weeks without the prior written
consent of the GJRAA.

6.4  Damage to Airport. Tenant shall be liable for any damage to the Airport and to any
Improvements thereon caused by Tenant, or by Tenant's board members, officers, agents, employees,
contractors, subcontractors, assigns, subtenants, guests, invitees, or anyone acting under its direction
and control, ordinary wear and tear excepted. All repairs for which Tenant is liable shall be made, at
GJRAA's option, (a) by Tenant at its own expense, provided that said repairs are made timely and to
GJRAA's satisfaction as to the quality of repair or, if not timely or satisfactorily made by Tenant,
then by GJRAA at Tenant's expense or (b) by GJRAA at Tenant's expense.

6.5  Waste Prohibited. Tenant may not conduct mining or drilling operations, remove
sand, gravel, or kindred substances from the ground, commit waste of the Premises of any kind, nor
in any manner substantially change the contour or condition of the Premises without prior written
permission of GJRAA.

Article 7: Taxes and Assessments

Tenant shall timely pay all real and personal property taxes related to its possession and
operations hereunder or elsewhere; all local, state and federal income, payroll, aviation fuel and other
taxes related to its operations hereunder or elsewhere; all sales and other taxes measured by or
related to its sales and service revenues hereunder or elsewhere; all license fees; and any and all other
taxes, charges, exactions or levies of any nature, whether general or special, which may at any time
be imposed by any local, state or federal authorities having jurisdiction over Tenant, or that become a
lien upon Tenant, GJRAA, the Premises, or any Improvements thereon, by reason of Tenant's
possession or activities under this Lease or elsewhere.
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Article 8: Insurance and Indemnification
8.1 Minimum Insurance Requirements. At all times during the term of this Lease,

8.1.1 Tenant shall maintain automobile, general liability, bodily injury and property
damage insurance naming GJRAA as an additional insured covering all of the services, operations,
and activities of Tenant, and Tenant's subtenants at the Airport. The initial amount of coverage
provided to GTJRAA shall be at least the Initial Minimum Insurance Coverage Amount, as that term
is defined in paragraph 1.9, above. GJRAA may from time to time, in its sole discretion (which shall
be reasonably exercised), increase the amount of required insurance due hereunder by amending
GJRAA's Fees and Charges.

8.1.2 Tenant shall maintain such hazard insurance as necessary to cover the full
replacement cost of each of the Improvements it, its assigns or subtenants, or GIRAA own or have
constructed upon the Premises, and the proceeds of said insurance shall be used to repair or replace
the Improvements involved, as necessary.

8.1.3 Tenant and its subcontractors shall maintain worker's compensation insurance
or a self-insurance plan in accordance with the laws of the State of Colorado for all employees or
subcontractors' employees who perform any work for Tenant in connection with the rights granted
Tenant hereunder.

8.2  Certificate of Insurance. Tenant shall provide a certificate of insurance to GJRAA of
the kinds and amounts of said insurance coverage and shall acquire policies that shall not be subject
to cancellation without at least thirty (30) days advance written notice to GIRAA. Such policies shall
provide that they may not be materially changed or altered by the insurer during its term without first
giving at least ten (10) days written notice to GJRAA.

8.3  Indemnification. Tenant shall and hereby agrees to indemnify and forever save
GJRAA, its successors, assigns, or legal representatives, board members and employees of GIRAA
and the Premises free and harmless from and against:

8.3.1 Any and all liability, penalties, losses, damages, costs and expenses, causes of
action, claims, or judgments arising from or growing out of any injury or injuries to any person or
persons or any damage or damages to any property as a result of any accident or other occurrence
during the term of this Lease occasioned by any act or acts, omission or omissions of the Tenant, its
officers, employees, agents, servants, subtenants, concessionaires, licensees, contractors, invitees, or
permittees, or arising from or growing out of the use, maintenance, occupation, or operation of the
Premises during the term of this Lease.

8.3.2 Alllegal costs and charges, including reasonable attorneys' fees, incurred in
and about such matters and the defense of any action arising out of the same or in discharging the
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Premises or any part thereof from any and all liens, charges, or judgments which may accrue or be
placed thereon by reason of any act or omission of the Tenant.

8.3.3 Any liability on account of or in respect or any mechanic's lien or liens in the
nature thereof for work and labor done or materials furnished at the instance and request of the
Tenant in, on, or about the Premises and, accordingly, Tenant will either satisfy any such lien or, if
Tenant disputes the validity thereof, will defend any action for the enforcement thereof (and if
Tenant loses any action, will cause such lien to be satisfied and released).

Article 9: Assignment and Subleasing

9.1  Assignment by Tenant. Tenant shall not assign its interest herein without the written
consent of GJRAA, which consent shall not be unreasonably withheld. If an assignment is made,
Tenant shall continue to be liable, jointly and severally with the assignee, for the fulfillment of all
terms and conditions arising under this Lease subsequent to the assignment, unless GJRAA
specifically releases Tenant, in writing, for such liability for future obligations. All subsequent
assignors and assignees shall be subject to this Lease as if they were the original Tenant/assignor.

9.2  Subletting. Tenant may not sublease all or any portion of the Premises, or all or any
portion of the improvements thereon, without first obtaining written consent of GJRAA for the
sublease, which consent shall not be unreasonably withheld. Any such sublease must be in writing
and in a form and for a rental amount and other consideration acceptable to GTRAA, pursuant to the
requirements of the Minimum Standards, by which such subtenant is authorized to do business on
the Airport. Any sublease shall be in the form required by GTRAA for all subleases, as the same may
be amended from time to time, or in a form specifically approved by GIRAA. The existence of any
sub-lease or sub-leases shall not in any way relieve Tenant from its responsibilities as to the entire
Premises under this Lease. Any default by a subtenant of its obligations to GJRAA under any
sublease shall constitute a default by Tenant of its obligations under this Agreement. Tenant shall
not allow any subtenant to enter onto the Premises until the subtenant has signed a sublease.

9.3  No Consent or Waiver. Consent by GJRAA to one sublease or assignment shall not
be construed as consent or waiver of its right to object to any subsequent sublease or assignment.
Acceptance by GIRAA of rent from any subtenant or assignee shall not be construed to be a waiver
of the right of GJRAA to void any sublease or assignment.

9.4  Assignment by GIRAA. GJRAA may assign its interest herein, without the consent
of Tenant, to any successor operator or proprietor of the Airport. GJRAA shall give prior written
notice to Tenant of any such assignment of its rights and obligations hereunder.

Article 10: Compliance with Applicable Law; Environmental Covenants

10.1 Compliance with Law and GJRAA Documents. Tenant shall observe and obey all
statutes, rules, regulations, and directives promulgated by GJRAA and other appropriate local, State,
and Federal entities having jurisdiction over the Airport, including the FAA, the TSA, and the
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Environmental Protection Agency. To the maximum extent applicable, Tenant further agrees to
perform all of its operations authorized hereunder in accordance with all of the terms and conditions
of GJRAA's Minimum Standards, Development and Architectural Covenants ("Architectural
Standards"), Fees and Charges ("Fees and Charges"), the AOA Safety Procedures ("Safety
Procedures”), Fuel Handling and Storage Procedures ("Fuel Procedures"), and Noise Compatibility
Procedures, copies of which are on file in the offices of GTRAA, as the same may be amended from
time to time. Tenant acknowledges that it has reviewed the above documents or has knowingly
waived its rights to review such documents. If any inconsistency exists between the terms of this
Agreement, and the terms of the Minimum Standards, Architectural Standards, GTRAA's Fees and
Charges, Safety Procedures, Fuel Procedures, and Noise Compatibility Procedures, the terms of this
Agreement shall control. Tenant further agrees to comply with all verbal and written directives of
the Director of Aviation regarding Tenant's use of the Premises, the Airport's airfield areas, and other
common areas elsewhere on the Airport.

102 Reimbursement for Violations. Should Tenant, or Tenant's board members, officers,
agents, employees, customers, guests, invitees, subtenants, assigns, contractors, or subcontractors
violate any local, State, or Federal law, rule, or regulation applicable to the Airport, and should said
violation result in a damage award, citation, or fine against GIRAA, then Tenant shall fully
reimburse GJRAA for said damage award, citation, or fine and for all costs and expenses, including
reasonable attorney's fees, incurred by GTJRAA in defending against or satisfying the award, citation
or fine.

10.3 Subordination. This Lease shall also be subject and subordinate to the requirements
of any existing or future contracts or agreements between GJRAA and Federal, State, or local
governments, or any agencies thereof, and to the requirements of any Federal, State, or local statutes,
regulations, or directives governing the operation of the Airport, and GJRAA shall not owe any
damages to Tenant, such as lost profits or revenues, as aresult of its compliance with said contracts,
statutes, rules, or directives. GJRAA shall also be excused from its obligations to pay Tenant
eminent domain compensation under Article 12, below, or to provide substitute leasehold premises
pursuant to Article 13, below, unless the payment of said proceeds or provision of substitute
premises is specifically directed by the contract, statute, regulation or directive involved.

104 Deicing Limitations. Tenant shall use only propylene glycol as a deicing agent unless
Tenant receives written authorization from GJRAA to use a different deicing agent. All deicing
operations shall be conducted on the Airport deicing pad, and Tenant shall pay its proportion share of
glycol disposal costs in accordance with the Authority's then current Fees and Charges.

10.5 Security. Tenant is wholly and completely responsible for, and shall comply with all
requirements of the Transportation Security Administration of the United States Department of
Homeland Security with respect to security of the gates, doors or other entryways leading to the
Airport's air operations area from the Premises.

10.6 Hazardous Materials.
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10.6.1 Tenant shall not cause or permit any Hazardous Material to be brought upon,
kept or used in or about the Premises by Tenant, its agents, employees, contractors or invitees,
without the prior written consent of GJRAA. If Tenant breaches the obligations stated in the
preceding sentence, or if the presence of Hazardous Material on the Premises caused or permitted by
Tenant results in contamination of the Premises, then Tenant shall indemnify, defend and hold
GJRAA harmless from any and all claims, judgments, damages, penalties, fines, costs, liabilities or
losses (including, without limitation, diminution in value of the Premises, damages for the loss or
restriction on use of rentable or usable space or of any amenity of the Premises, damages, arising
from any adverse impact on marketing of space, and sums paid in settlement of claims, attorney fees,
consultant fees and expert fees) which arise during or after the lease term as a result of such
contamination. This indemnification of GJRAA by Tenant includes, without limitation, costs
incurred in connection with any investigation of site conditions or any cleanup, remedial, removal, or
restoration work required by any federal, state, or local government agency or political subdivision
because of Hazardous Material present in the soil or ground water on or under the Premises.
Without limiting the foregoing, if the presence of any Hazardous Material on the Premises caused or
permitted by Tenant results in any contamination of the Premises, Tenant shall promptly take all
actions at its sole expense as are necessary to return the Premises to the condition existing prior to
the introduction of any such Hazardous Material to the Premises, provided that GTRAA's approval of
such actions shall first be obtained. Tenant's obligations set forth in this paragraph 10.6 shall survive
the termination of this Lease.

10.6.2 Asused in paragraph 10.6.1, above, the term "Hazardous Material" means any
hazardous or toxic substance, material or waste which is or becomes regulated by any local
governmental GJRAA, the State of Colorado or the United States Government. The term
"Hazardous Material" includes, without limitation, any material or substance that is (i) defined as a
"hazardous substance" under appropriate state law provisions; (ii) petroleum; (iii) asbestos; (iv)
designated as a "hazardous substance" pursuant to Section 311 of the Federal Water Pollution
Control Act (33 U.S.C. § 1321); (v) defined as a "hazardous waste" pursuant to Section 1004 of the
Federal Resource Conservation and Recovery Act (42 U.S.C. § 6903); (vi) defined as a "hazardous
substance" pursuant to Section 101 of the Comprehensive Environmental Response, Compensation
and Liability Act (42 U.S.C. § 9601); (vii) defined as a "regulated substance" pursuant to Subchapter
IX, Solid Waste Disposal Act (Regulation of Underground Storage Tanks) (42 U.S.C. § 6991); or,
(viii) lavatory waste.

10.6.3 Upon GJRAA's request, Tenant shall provide GJRAA with written
certification from a licensed environmental consulting or engineering firm that the Premises are not
contaminated with any Hazardous Material.

Article 11: Nondiscrimination

11.1 Tenant, for itself, its personal representatives, successors in interest, and assigns, as
part of the consideration hereof, warrants that (1) no person shall be excluded from participation in,
denied the benefits of, or otherwise be subjected to discrimination in the use of the Premises and any
improvements thereon on the grounds of race, color, religion, sex, age, disability, or national origin;
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(2) no person on the grounds of race, color, religion, sex, age, disability, or national origin shall be
excluded from participation in, denied the benefits of, or otherwise be subjected to discrimination in
the construction of any improvements on, over, or under the Premises and the furnishing of services
therein; and (3) Tenant shall use the premises in compliance with all other requirements imposed by
or pursuant to Title 49, Code of Federal Regulations, Department of Transportation, Subtitle A,
Office of the Secretary, Part 21, Non-discrimination 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.

11.2  Tenant shall make and/or furnish its accommodations and/or services on a fair, equal,
and not unjustly discriminatory basis to all users thereof and it shall charge fair, reasonable, and not
unjustly discriminatory prices for each unit or service; provided that Tenant may be allowed to make
reasonable and nondiscriminatory discounts, rebates, or other similar type of price reductions to
volume purchasers.

11.3 This Lease is subject to the requirements of the US Department of Transportation's
regulations governing nondiscrimination. Tenant agrees that it will not discriminate against any
business owner because of the owner's race, color, national origin, age, religion, sex, or disability, in
connection with the award or performance of any operating agreement relating to this Lease. Tenant
further agrees to include the preceding statements in any subsequent sub-operating agreements at the
Airport that it enters into and to cause those businesses to similarly include the statements in further
agreements, as required by FAA Rules, Regulations and Directives.

11.4 Non-compliance with subparagraphs 11.1, 11.2, and 11.3, above, after written
finding, shall constitute a material breach thereof and, in the event of such non-compliance, GIRAA
shall have the right to terminate this Lease and the estate hereby created without liability therefor or
at the election of GTRAA or the United States either or both said Governments shall have the right to
judicially enforce said subparagraphs 11.1, 11.2, and 11.3.

11.5 Tenant assures that it shall undertake an affirmative action program if so required by
14 CFR Part 152, Subpart E, to insure that no person shall be excluded from participating in any
employment activities covered in 14 CFR Part 152, Subpart E on the grounds of race, creed, color,
religion, national origin, age, disability, or sex. Tenant 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. Tenant assures that it shall require that its covered sub-organizations, sub-
tenants and assignees provide assurances to Tenant that they similarly shall undertake affirmative
action programs and that they shall require assurances from their sub-organizations, if so required by
14 CFR Part 152, Subpart E, to the same effect.

Article 12: Eminent Domain

12.1 In the event that all or any portion of the Premises is taken for any public or quasi-
public purpose by any lawful condemning authority, including GJRAA, exercising its powers of
eminent domain (or in the event that all or any portion of the Premises is conveyed to such a
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condemning authority in settlement and acceptance of such condemning authority's offer to purchase
all or any portion of the Premises in connection with its threat to take said areas under power of
condemnation or eminent domain), the proceeds, if any, from such taking or conveyance shall be
allocated between GJRAA and Tenant according to the applicable Colorado law of eminent domain.
If a portion of the Premises is so taken or sold, and as a result thereof, the remaining part cannot be
used reasonably to continue the authorized purposes contemplated by this Lease in an economically
viable manner, then this Lease shall be deemed terminated at the end of a period of sixty (60) days
following said taking or conveyance. In that event and at that time, Tenant shall surrender the
Premises, Improvements (and GJRAA's fixtures and personal property thereon, if any) to GJRAA,
and Tenant may remove its fixtures and personal property located upon the Premises, in accordance
with the provisions of this Lease. No severance damages shall be paid by GJRAA to Tenant as the
result of the condemnation nor shall any damages be paid to Tenant as the result of the termination of
this Lease.

122 GJRAA may grant or take easements or rights-of-way across the Premises if GIRAA
determines it is in its best interests and in accordance with applicable Colorado law of eminent
domain. If GJRAA grants or takes such an easement or right-of-way across any of the Premises,
Tenant shall be entitled to compensation in accordance with applicable Colorado law of eminent
domain.

Article 13:  Substitution of Premises

13.1 Inaddition to GJRAA's other rights set forth in this Lease, GJRAA has the right (but
not the obligation) to substitute Comparable Areas for all or any portion of the Premises, and any
additions, alterations or improvements thereon, should GIRAA, in its sole discretion, determine that
taking of the Premises, any portion thereof or any Improvement thereon, is required for other Airport
purposes. Inthe event that GTRAA elects to exercise its right to substitute, all title, right and interest
to the portion of Premises taken shall immediately vest in GJIRAA. Furthermore, GIRAA may
require Tenant to vacate the portion of the Premises taken. For the purposes of this Article 13, the
term "Comparable Areas" is defined to mean a parcel of land within the Airport, or any additions or
extensions thereof, similar in size to the Premises and brought to the same level of improvement as
the Premises. GJIRAA shall bear all expenses of bringing the substituted area to the same level of
improvement as the Premises, and of moving Tenant's improvements, equipment, furniture, and
fixtures to the substituted area. If any of Tenant's improvements, equipment, furniture, or fixtures
cannot be relocated, GJRAA shall replace, at GIRAA's expense, such non-relocatable improvements
and other property with comparable property in the Premises, and GJRAA 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 Tenant, or any other third party whomsoever. It is the specific intent of
this subparagraph that Tenant be placed, to the extent possible, in the same position it would have
been, had GJRAA not substituted new premises for the Premises; provided, however, that GIRAA
shall not be obligated to reimburse Tenant for any damages, including lost profits or revenues, due to
such substitution.
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13.2  Nothing in subparagraph 13.1, above, shall be construed to adversely affect GIRAA's
rights to condemn Tenant's leasehold rights and interests in the Premises, and improvements thereon,
should GJRAA, in its sole discretion, determine that it requires all or any portion of the Premises,
and improvements thereon, for other Airport purposes. GIRAA may, at its sole discretion, exercise
its leasehold condemnation rights under Article 12, above, in lieu of GJRAA's substitution rights set
forth in subparagraph 13.1, above. Nothing in this Article 13 shall be construed as a promise by
GJRAA to substitute Comparable Areas for the Premises. In the event GIRAA proceeds by way of
condemnation, subparagraph 13.1 shall not apply, and Tenant shall be entitled to compensation for
its leasehold interests in that portion of the Premises, and improvements thereon, so taken, in
accordance with applicable Colorado condemnation law.

Article 14:  Airport Development Rights; Emergency Use of Premises

14.1 Inadditionto GJRAA's other rights set forth in this Lease, GIRAA reserves the right
to further develop or improve all areas within the Airport, including landing areas, as GJRAA may
determine, in its sole discretion, to be in the best interests of the Airport, regardless of the desires or
views of Tenant, and without further interference or hindrance from Tenant. GIRAA may from time
to time increase or decrease the size or capacity of any airfield areas and Airport rights of
way/facilities (other than the Premises), make alterations thereto, reconstruct or relocate them,
modify the design and type of construction thereof, or close them, or any portion or portions of them,
either temporarily or permanently, without being liable for any damages, including lost profits or
revenues, that may be caused Tenant thereby, and without being deemed to have terminated this
Lease as a result thereto.

14.2  Tenant hereby permits GJRAA to utilize all, or a portion of, the Premises, as well as
the public airfield areas and any other parts of the Airport, should an emergency or other unforeseen
circumstance arise at the Airport, and should GIRAA determine, in its sole discretion, that GIRAA
needs to utilize all or a portion of the Premises, or other areas of the Airport, for business, media,
first aid, or other purposes, during the pendency of said emergency or other unforeseen circumstance.

GJRAA shall use best efforts to attempt to locate alternative space on the Airport from which
Tenant may conduct his business, while GJRAA is utilizing all or a portion of the Premises during
the pendency of the emergency or unforeseen circumstances. If GIRAA is not able to find alternate
space on the Airport from which Tenant may conduct his business during said emergency or
unforeseen circumstances, then Tenant shall be entitled to an abatement of ground rent, allocable to
that portion of the Premises utilized by GIRAA, for the length of time GJRAA utilizes said portion
of the Premises. Finally, regardless of whether GJRAA is able to locate alternate premises on the
Airport for Tenant to conduct its business, Tenant shall not be entitled to any damages, including lost
profits or revenues from GJRAA, as a result of GIRAA's utilization of the Premises or other areas of
the Airport during the emergency or unforeseen circumstances involved, and Tenant shall continue to
owe GJRAA all landing fees and other fees and charges that accrue during said period.

143 GJRAA reserves, for the use and benefit of the public, the right of flight for the
passage of aircraft in the air space above the surface of the Premises, together with the right to cause
in said air space such noise as may be inherent in the operation of aircraft utilizing the Airport.
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144 GJRAA reserves the right to protect the aerial approaches of the Airport against
obstruction, including the right to prohibit Tenant from erecting, or permitting to be erected, any
building or other structure on the Premises which would, in the judgment of the GIRAA, limit the
usefulness of the Airport or constitute a hazard to aviation. In the event the aforesaid covenant is
breached, GIRAA reserves the right to enter upon the Premises and cause the abatement of such
interference at the expense of Tenant.

14.5 GIJRAA reserves the right to direct all activities of the Tenant at the Airport in the
event of an on-site emergency or in the event that Tenant’s activities are substantially interfering
with the use by others of the Airport.

Article 15:  Cooperation with GJRAA in Collecting Fees

15.1 Tenant acknowledges that commercial ground transportation operators who pick up
their patrons at Tenant's Premises must pay access fees, as well as other fees and charges, to GIRAA,
pursuant to GJRAA's Fees and Charges, as they may be amended from time to time. Accordingly, in
order to assist GJRAA in determining the fees owed to GJRAA by said ground transportation
operators, Tenant will, to the best of its ability, provide in writing to GJRAA on or before the fifth
(5th) day of each month, the following information for each non-local taxicab, for-hire van, for-hire
luxury limousine, for-hire people mover, for-hire bus, local hotel/motel courtesy vehicles, and off-
Airport rental car operators (i.e., for each ground transportation vehicle operator other than local
taxicab or on-Airport rental car operators) that picked up a ground transportation customer on
Tenant's Premises during the preceding month:

15.1.1 the name, business address, and telephone number of each operator involved;
and

15.1.2 the date and time of each customer picked up by each such operator during the
preceding month.

152 Tenant shall provide to GJIRAA or third party governmental agency involved such
additional information or clarifications as GJRAA or governmental agency may request, to (a) enable
GJRAA to calculate the landing fees, access fees, and other fees owed by aircraft and ground
transportation operators to GJRAA pursuant to GJRAA's Fees and Charges, as the same may be
amended from time to time; (b) further GJRAA's ability to market, promote and manage the Airport;
or (¢) to comply with governmental monetary collections and reporting requirements. Any
subsequent changes or corrections in the information provided by Tenant shall be reported to
GJRAA and/or governmental agency involved within seven (7) days of Tenant's discovery of said
changes or corrections.

153 Tenant shall not provide any storage or other services authorized hereunder to any
aircraft operator, or permit a ground transportation operator to access its Premises to pick-up or drop
off a ground transportation patron, if said aircraft or ground transportation operator is more than
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ninety (90) days delinquent in any monies owed to GJRAA, and GJRAA has sent written notice to
Tenant instructing Tenant to cease providing its services or access to said operator.

15.4  Tenant shall comply with such other statutes, regulations, and directives regarding the
collection, payment, and reporting of such taxes, fees, and other charges applicable to or for the
benefit of the Airport, in the future.

Article 16: Surrender Upon Termination

16.1 Upon the expiration or sooner termination of this Lease, Tenant shall peaceably
surrender to GJRAA possession of the Premises, together with any Improvements, fixtures, or
personal property of GIRAA thereon (such as GJRAA's security fencing and gating) in as good a
condition as the Premises, and Improvements, fixtures, and personal property were initially provided
to Tenant, ordinary wear and tear excepted, without any compensation whatsoever, and free and clear
of any claims of interest of Tenant or any other third party whomsoever.

16.2 Subject to GJRAA's lien rights under applicable Colorado law, upon expiration or
sooner termination of the Lease, Tenant shall have ninety (90) days from such date of expiration or
termination to remove from the Premises all personal property and trade fixtures belonging to
Tenant, its customers, or any third parties. Following its removal of any such trade fixtures or other
personal property from the Premises or from any Improvement on the Premises, Tenant shall restore
the Premises, and other Improvements from which the fixtures or property were taken, to good
condition and repair. At the option of GJRAA, Tenant shall then either (a) leave the Improvements
in place, or (b) demolish the Improvements and shall restore the Premises upon which such removed
improvements were located to a flat and level condition, and if paved, then re-paved to the same
depth and specifications as existing at the expiration or sooner termination of this Lease. Title to all
such personal property and fixtures not removed by Tenant from the Premises within ninety (90)
days of the expiration or sooner termination of this Lease and any building it has constructed thereon
shall automatically vest in GJRAA, without payment by GJRAA to Tenant of any compensation
whatsoever, and said personal property, fixtures, and Improvements shall thereafter be owned by
GJRAA free and clear of any claim of interest by Tenant or of any third party whomsoever. GIRAA
also shall receive the standard rental payment from Tenant for the use of the Premises for the
personal property, fixtures, and Improvements thereon until such time as Tenant removes said
personal property, fixtures, and Improvements from the Premises, or Tenant provides GJRAA with
written notice of its decision not to remove said personal property and trade fixtures from the
Premises.

Article 17:  Default and Remedies

17.1 Tenant shall be in default of this Lease upon the happening of any of the following
events or conditions ("Events of Default"):
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17.1.1 default by Tenant, or any of its assignees or subtenants, in payment or
performance of any obligation, covenant or liability contained or referred to in this Lease, or any
GJRAA approved sublease;

17.1.2 the Tenant's death, legal incapacity, dissolution, or termination of existence,
insolvency, business failure, appointment of a receiver for or the commencement of any proceedings
under any bankruptcy or insolvency laws by or against the Tenant, or the general assignment of
Tenant's rights, title and interest hereunder for the benefit of creditors;

17.1.3 the Premises being left vacant or unoccupied or apparently abandoned by
Tenant for a period of thirty (30) days; or

17.1.4 the placement or assertion of any mechanics' lien or other lien on the Premises
due to any act or omission by Tenant or those claiming under Tenant.

17.2 Upon an Event of Default as defined in paragraph 17.1, GIRAA shall have the right
to, and at its option may, exercise any one or more of the following rights and remedies, each of
which shall be cumulative and in addition to all other rights and remedies authorized by law or

equity:

17.2.1 GJRAA may, with or without terminating this Lease, bring and maintain any
action for any amount due and unpaid and/or specific performance. GJRAA's damages shall be the
total of all rent and cost and expenses of performance of all other covenants of the Tenant as herein
provided due or to become due for the remainder of the lease term together with GIRAA's costs,
including reasonable attorneys' fees, incurred in retaking possession of the Premises, and bringing
and pursing the action. However, as a condition of any judgment rendered against Tenant for
damages as herein provided, GIRAA shall be obligated to pay Tenant all amounts GJRAA may
realize from reletting the Premises for the remainder of the lease term (not in excess of the rental
specified herein) after deducting GJRAA's costs incurred in connection with reletting and
redecorating, altering, etc., to prepare the Premises for reletting. GJRAA shall have the sole
discretion to determine the terms and conditions of reletting the Premises.

17.2.2 GJIRAA may reenter and take possession of the Premises, remove all persons
and property therefrom, and declare this Lease and the leasehold estate hereby created to be, and
thereupon the same shall be and become, terminated and ended.

17.2.3 GJRAA may, at its option, with or without declaring this Lease or the
leasehold estate created hereby terminated or ended, occupy the Premises or cause the Premises to be
redecorated, altered, divided, consolidated with other adjoining premises, or otherwise changed or
prepared for reletting, and may relet the Premises or any part thereof in order to mitigate GJRAA's
damages. The terms and conditions of such reletting shall be in the sole discretion of GTRAA. All
rent received by GJRAA for the remainder of the lease term shall be applied first to the payment of
expenses GJRAA may have incurred in connection with recovery of possession of the Premises
and/or preparing it for reletting, and the reletting, including brokerage and reasonable attorneys' fees,
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and then to the payment of amounts equal to the rent hereunder and the costs and expense of
performance of the other covenants of Tenant as herein provided. Tenant shall, whether or not
GJRAA has relet, pay GTIRAA all rent and other sums herein agreed to be paid by Tenant, less the
net proceeds of the reletting, if any, as ascertained from time to time, and the same shall be payable
by Tenant upon demand. If GJRAA elects, pursuant hereto, actually to occupy and use the Premises
or any part thereof during any part of the balance of the lease terms as originally fixed or since
extended, there shall be allowed against Tenant's obligation for rent or other charges as herein
defined, during the period of GIRAA's occupancy, the reasonable value of such occupancy, not to
exceed in any event the rent herein reserved, and such occupancy shall not be construed as a release
of Tenant's liability hereunder.

17.2.4 GIRAA may, on reasonable notice to Tenant (except that no notice need be
given in case of emergency), cure any breach at the expense of Tenant and the cost of such cure,
including attorneys' fees incurred by GJRAA in doing so, shall be deemed additional rent payable on
demand.

17.3 Inthe event GIRAA relets the Premises as authorized above, any and all of Tenant's
improvements, structures, furniture, furnishings, equipment, and trade fixtures that are in or on or
about the Premises may be used by GJRAA or its new tenant until the expiration of the natural term
without any liability for rent, compensation, or other charge therefor; however, in such case if, on the
expiration of the natural term or on an earlier termination of this Lease, the total net amount so
collected or received by GIRAA from and through any such reletting or operation has exceeded the
total amount accrued and due and unpaid from the Tenant, then such excess shall be applied to the
Tenant.

17.4 Whenever a right of reentry is given to GJRAA by the terms of this Lease, GIRAA
may exercise the same by agent or attorney, and with or without legal process, such process and
demand for possession of the Premises being expressly waived by Tenant, and GTRAA may use all
force necessary to make such entry and/or hold the Premises after such entry and/or to remove
Tenant and/or any other person and property from the Premises; and GJRAA shall be entitled, on
application to a court of competent jurisdiction, to have a receiver appointed in aid of the
enforcement of any remedy herein provided.

17.5 Tenant waives all right of redemption to which Tenant or any person claiming under
Tenant may be entitled by any law now or hereafter enforced.

17.6 GJRAA's retaking of possession of the Premises shall not constitute acceptance of
surrender, eviction, or forfeiture of the Lease. GJRAA and Tenant hereby expressly agree that if,
after Tenant's default, GJRAA retakes possession of the Premises, Tenant shall remain liable for all
unaccrued rent, and all other obligations of this Lease for the remainder of the lease term,
notwithstanding GJRAA's reentry. Upon default, GIRAA may exercise any and all of the remedies
specified in paragraph 17.2, above, in any order.
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17.7  Any defaults by either of the parties in the performance of any of the terms and
conditions contained herein, other than the payment of Rent, shall be excused where due to force
majeure, which, among other things, shall include natural catastrophes such as hurricanes, tornadoes,
or floods, acts of God, acts of war, and governmental statutes, regulations, directives, or contracts
governing the operation of the Airport, with which GIRAA or Tenant must comply. This paragraph
17.7 shall not apply to a failure to timely pay any monetary amounts due.

Article 18: Miscellaneous Provisions

18.1 Notices. All notices and communications hereunder shall be given by depositing the
same in the United States mail, postage prepaid, registered or certified mail, or via a nationally
recognized overnight courier service having proof of delivery, and addressed to the relevant
addresses as set forth in paragraph 1, above, or to such other address as either party may specify by
notice in writing given to the other party. Notices shall be deemed given on the date of mailing and
the date of mailing shall be the date shown on the post office registry or express service receipt.
Notice given in a manner other than as specified herein shall be ineffective.

18.2  Subordination. Tenant's interest in the Premises shall be subordinated to those of any
existing or future lender holding a mortgage or deed of trust on the Premises, and Tenant will, at
GJRAA's request, sign such subordination agreements or statements as such lenders may from time
to time require.

18.3 No Waiver. The failure of either party to insist upon the strict and prompt
performance of any of the terms, covenants, agreements, and conditions herein contained, upon the
other party imposed, shall not constitute or be construed as a waiver or relinquishment of such party's
right or rights thereafter to enforce any term, covenant, agreement, or condition, but the same shall
continue in full force and effect. The waiver of any breach of any term, covenant, agreement, or
condition herein contained by either party shall not be construed to be a waiver of any subsequent
breach of the same or any other term, covenant, agreement, or condition. Should Tenant breach any
of its obligations hereunder, GJRAA nevertheless may thereafter accept from Tenant any payment or
payments due hereunder, and continue this Lease in effect, without in any way waiving GJRAA's
right to exercise and enforce all available default rights hereunder, or any other remedies provided by
law, for said breach.

18.4  Lease Contingent. If improvements on the Premises have not been constructed as of
the date of this Lease, this Lease is contingent upon FAA approval of any construction or
development plans by Tenant, and upon the approval of any applicable planning agency. The
responsibility for obtaining any authorization from or approval of any federal, state, or local
governmental agency shall be the sole responsibility and expense of Tenant. Tenant shall have 60
days from the date set forth in paragraph 1.1, above, to satisfy the foregoing contingencies. If, at the
end of such 60 day period Tenant has not provided to GIRAA clear evidence that such contingencies
have been satisfied, or that substantial progress has been made toward satisfaction of same, then
GJRAA may terminate this Lease.
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18.5 Entire Agreement;: Modifications; Termination of Prior Leases. This Lease
constitutes the entire agreement between the parties with respect to the subject matter contained
herein. Modifications or amendments to this Lease shall be effective only if made in writing and
executed by the parties with the same formality as and by making reference to this Lease. This
Lease shall replace and supersede all prior leases, amendments and addenda thereto and any other
agreements between the parties with respect to the Premises, all of which shall be deemed terminated
upon mutual execution of this Lease.

18.6 Time of Essence. Time shall be of the essence of this Lease, and the terms hereof
shall be binding upon the heirs, personal representatives, and permitted assigns of each of the parties
hereto.

18.7 Headings. The article or other headings employed in this Lease are for convenience
of reference only. Such headings shall not be interpreted as enlarging or limiting the meaning of any
portion of this Lease.

18.8 Tenant Representations. Tenant represents that Tenant is the owner of, or fully
authorized to use any and all services, processes, machines, articles, marks, names, or slogans used
by Tenant in Tenant's operations under this Lease. Tenant shall save and hold GIRAA, its Board
members, officers, employees, agents, and representatives, free and harmless against any loss,
liability, expense, suit, or claim for damages in connection with any actual or alleged infringement of
any patent, trademark, or copyright, or from any claim of unfair competition or other similar claim,
arising out of Tenant's operations under, or in connection with, this Lease. Tenant, and those
individuals executing this Lease on behalf of Tenant, represent and warrant that they are familiar
with C.R.S. §18-8-301, et seq. (Bribery and Corrupt Influences) and C.R.S. §18-8-401, et seq.
(Abuse of Public Office) and that they are unaware of no violations of the provisions thereof with
respect to this Lease or operations to be conducted hereunder. With respect to Tenant, the
undersigned warrants and represents he/she is authorized to execute this Lease on Tenant's behalf,
and Tenant shall be bound as a signatory to this Lease by his/her execution of this Lease.

18.9 Fees and Memorandum. Tenant shall pay all legal and surveying fees and costs
associated with the rental of the Premises under this Lease or any addendum hereto. Furthermore
Tenant shall assist in any way GJRAA deems advisable in preparing, executing or recording a
Memorandum of Lease relating to this Lease.

18.10 Invalidity. If any term or condition of this Lease or the application thereof to any
person or event shall to any extent be invalid and unenforceable, the remainder of this Lease and the
application of such term, covenant, or condition to persons or events other than those to which it is
held invalid or unenforceable shall not be affected and each term, covenant, and condition of this
Lease shall be valid and be enforced to the fullest extent permitted by law.

18.11 GJRAA Representations. GJRAA covenants and represents that it is the owner of the
Premises, and has the right to enter into this Lease and grant the rights contained herein to Tenant.
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18.12 Relationship of Parties. Nothing contained herein shall be deemed or construed by
the parties hereto, or by any third party, as creating the relationship of principal and agent, partners,
joint venturers, or any other similar such relationship between the parties. It is understood and
agreed that neither the method of computation of fees, nor any other provision contained herein, nor
any acts of the parties hereto creates a relationship other than the relationship of landlord and Tenant.

18.13 Attorney Fees. If litigation is required to interpret or enforce this Agreement, the
prevailing party shall be awarded its reasonable attorney's fees, costs and other expenses, incurred in
addition to any other relief it receives.

18.14 Incorporation of Exhibits. The Exhibits to this Lease referenced herein are integral
parts of this Agreement and Tenant is bound by the terms set forth therein. If through oversight or
otherwise, those Exhibits are not attached hereto, it is Tenant's responsibility to obtain copies of
those Exhibits from GJRAA.

18.15 Law and Venue. This Lease shall be interpreted in accordance with the laws of the
State of Colorado and applicable federal law. Should either party believe it necessary to file suit to
interpret or enforce any provisions of this Agreement, the exclusive venue and jurisdiction for said
lawsuit shall be in the Mesa County, Colorado, District Court, or if federal court jurisdiction would
be appropriate, then in either the Mesa County, Colorado, District Court or the United States District
Court for the District of Colorado.

18.16 All Terms Material. Covenants and agreements herein which would ordinarily be
considered to be material shall be so considered herein. In addition, the parties recognize the special
and unique nature of Airport operations; that the GIRAA operates the Airport under agreements
with other government entities, pursuant to numerous laws, regulations and ordinances, and in
furtherance of the public need, health and safety; each term, covenant and/or agreement, the breach
of which by Tenant might materially adversely effect any such aspect of the GJRAA’s operation of
the Airport, shall also be deemed material, and any default in any such term, covenant and/or
agreement shall be deemed to be a default in the Lease.

18.17 Right of Appeal. Whenever the Airport Manager is authorized by this Lease to make
discretionary decisions affecting Tenant, or the Airport Manager is authorized by the GJRAA to
make discretionary decisions hereunder, the Tenant shall be entitled to appeal such decision to the
Board of GIRAA. Any such appeal shall be in writing, shall be filed with the GIRAA within thirty
(30) days of the complained of decision, shall clearly state each basis for appeal, and shall include
copies of any documents upon which the appeal is based. The pendency of an appeal shall not
relieve the Tenant from compliance with the decision of the Airport Manager appeal. The taking of
such an appeal shall be a condition precedent to the filing of any action by Tenant to enforce or
interpret this Lease.

18.18 Limitation of Benefit. This Lease does not create in or bestow upon any other person
or entity not a party to this Lease any right, privilege or benefit unless expressly provided in this
Lease. This Lease does not in any way represent, nor should it be deemed to imply, any standard of
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conduct to which the parties expect to conform their operations in relation to any person or entity not

a party.

18.19 Non-Exclusive Right. 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. The GJRAA reserves the right to grant to others the privilege and right of
conducting any aeronautical or non-aeronautical activity on the Airport. The GJRAA reserves the
right, during the term hereof, to reduce and reallocate space leased for the exclusive use of Tenant in
any case where the failure to do so might reasonably constitute the granting by GJRAA to Tenant of
such an exclusive right.

Done and entered into on the date first above written.

GRAND JUNCTION REGIONAL AIRPORT
AUTHORITY

Dated: By:

Its:

TENANT:

Dated: By:

Its:
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EXHIBIT A

Description of the Premises
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EXHIBIT B

Survey Including Common and Particular Description of the Premises
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- Airport Airport Business Solutions

T Bu 51' ness “Valuwation and Consulting Services to the Aviation Industry”
= & i 10014 N. Dale Mabry Highway, Suite 101, Tampa, Flovida 33618-4426
. Solutions Phone (813) 269-2525 Fux (813) 269-8022

February 9, 2007

Mr. Mark K. Anderson
Heber City Manager

75 North Main Street
Heber City, Utah 84032

RE: Airport Lease Analysis
Heber City Municipal Airport - Russ .McDonald Field

""Heber City, Utah

Dear Mr. Anderson:

Per the request by Heber City, we are pleased to present this document, which represents an Airport
Lease Analysis for the Heber City Municipal Airport - Russ McDonald Field in Heber City, Utah.-The
following report provides our assessment and analysis of various and potential lease issues and policies for
ground leases at the Airport, as well as our recommendations for consideration.

In the development of this document, Airport Business Solutions researched many sectors of the local,
regional and national airport market, expanding as necessary to gain sufficient and comprehensive data to
yield adequate and supportable conclusions. Moreover, we reviewed the hangar row agreements, hangar
leases, and the FBO lease and hangar agreements. We met with the tenants and the FBO owner/manager and
interviewed City Officials and Airport Staff. In addition, ABS has provided Heber City with a sample RFP

document and a sample lease agreement.

We appreciate the opportunity to provide our professional services to Heber City. If you should have
any further questions, please advise.

Sincerely,

Randy D. Bisgard
Senior Vice President

Solutions as Unique as the Problems . . .

Office Locations: Tampa, FL * Fort Myers, FL * Denver, CO * Boston, MA * Jacksonville, FL
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SECTIONI

: S L ity
NTRODUCTION 5 Yo EST. 1888

The Heber City Municipal Airport - Russ McDonald Field (FAA
Identifier 36U) is a small to mid size general aviation service facility lo cated in the Heber Valley area of Utah.
The Airport serves a number of rural and mountain communities between Park City to the north and the
community of Charleston to the South. The facility currently does not offer any commercial passenger
services; however, there is abundant commercial service at Salt Lake City International Airport (SLC), which
lies 31 miles northwest of Heber. Competitive general aviation services are found at Provo Municipal Airport
(PVU), whichis 21 miles to the southwest. The Heber City Airport serves based and itinerant general aviation
traffic, including corporate and business related travel, and has one full service Fixed Base Operator (FBO),
OK3 Air, that provides a wide range of services, including the sale of both IOOLL/Avgas and Jet-A fuel.
Other services include minor airframe and power plant repairs, aircraft sales, ﬂlght tralmng, alrcraﬁ rental

and 11m1ted a1rc_raft charter.
52

The Airport has expmenced minimal growth in recent years, and current alrcraﬁ activity is
approx1mately 38 000 Operatlons (take—offs and landings) a.nnually The aircraft activity at the Airport is a
Imx of local based aircraft operatlons which makes up over 57 % of the actmty, transient aviation including
single engine aircraft, cabin class twms and some jet aircraft, which comprises approximately 40% of the
activity, with the remainder being limited air taxi and military activity. There are occasional spikes in activity
for local special events such as air shows and the Sundance Film Festival, which is an annual event that brings
in additional corporate jet activity. The Federal Aviation Administration (FAA) estimates that the average
based aircraft population on the field is approximately 100 aircraft, of which approximately 75 are single
engine aircraft, 4 are multi engine, 3 are _] ét aircraft, 3 helicopters and the remainder are gliders and ultralights.

Although the Heber facility is in close proximity to the ski resort area of Park City, much of the
corporate aircraft activity associated with the ski resort utilizes the extensive FBO facilities and airport
infrastructure found at Salt Lake City International Airport (SLC). The SLC advantage includes longer
runways,betterqualltyFBO fac111t1es addluonalheatedhangar fac111t1es better all-weather instrument landing
-approaches, and easy automobile access via Interstate-80. However, it should be noted that the area
surrounding Heber City s continually being encroached by resort properties and business developmentrelated
to the ski areas to the north and west. As such, property values and activity levels are increasing at a
significantly higher rate than the national average. Although not immediate, this development will
progressively attract additional transient and based aircraft activity to the Airport within the next five to ten
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year period. This situation will, over time, create
significantly higher demand for runway facilities,
taxiway access, aircraft parking areas, hangar capacity
and other related general aviation services particularly
for jet and turboprop class aircraft. It is within this
growth context that this review has been developed.

The purpose of this report is to conduct a
leasing policy analysis to review the current lease
‘strategies in' place, and to receive 1nput ﬁ'om the City
and its aviation tenants regardlng 1mprov1ng the financial position of the Airport, while protecting the rights
and activities of the users and tenants of the field. Airport Business Solutions (ABS) has provided
recommendations to Heber City in accordance with all applicable local, State and Federal laws, , regulations,
and ordlnances and has prov1ded this recommendatlon based upon our research and analysis 1 for the most

'reasonable and non-dlscnmmatory resolution to these issues.

o gt

BACKGROUND

The Airport has a number of hangar lease scenarios which have evolved over the past several years,
1ncIud1ng a mixture of leases that mclude some with reversionary clauses and some without. In some
instances hangars are owned outnght by au'craﬁ operators, and there are some that are direct leases from the
_Authonty or FBO. Ata pubhc meetmg in November 2006, Azrport Business Solutions and the Heber City
City Manager reeewed eomments/questlons regardmg the Axrport pursuant to lease 1ssues and future
development Specrﬁcally, the followmg tasks have, been requested by the Clty '7 e

IEETANN

1. Conduct meetlngs w1th the various hangar tenants to understand concerns and receive mput

2. Meet with FBO management and evaluate the existing FBO Lease/Hangar Agreement.

3..  Evaluate Hangar Row Agreements and make recommendations for amendment.

4. Evaluate other Hangar Agreements and make recommendations for modifications where
appropriate.

5. Make recommendat‘i‘ons regarding considerations for an RFP for future hangar development.

L
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WHAT IS REVERSION?

For the purpose of this document, it is important to define what reversion means for hangar leases.
Reversion generally means that at the termination of a lease, or potentially at a specified point during the term
of a lease agreement, that ownership of the improvements reverts to the Lessor. In this case, the Lessor refers
to Heber City, who is the owner/sponsor of the Heber City Municipal Airport - Russ McDonald Field.
Essentially, it is the point at which the Airport can begin leasing land and improvements of aleasehold at their
prevailing market rent, as opposed to just receiving ground rent. However, reversion can also take other
forms. In some instances, reversion can mean that at the termination of a lease, the Lessor can requlre that
the tenant who bu11t the 1mprovements remove them and bring the site back to its original ummproved state.

This presence of a reversionary clause is typical within the aviation industry for a number of reasons.
These inclyde the provrsmn for future revenue streams, maintaining a certain level of control over the
development and maintenance of facilities on the airport, and the ultimate control/management over airport
development asit may 1mpact future airport expansion. However, it should be noted that there are numerous
other altérnafives i rn place at an'ports througlrout the United States, _to include provrsrons for the airport to
purchase the 1mprovements at lease termmatton ‘Seldom is there a provrSron for automatlc or perpetual

renewals of the lease at the prevalhng ground rent only

LEASE ISSUES & CONSIDERATIONS
i In approachiné this conrplicated topic, ABS had to consider mnltiple considerations and options. The

following _inclnde some primary considerations. .

4 Whatever the Crty ﬁnally adopts as thelr Alrport’s lease polrcy, it must be consrstently apphed to all

| e)ustmg and prospectwe tenants and should be adopted bya Leasmg Pohcy Ordinance to codify its
approach . : Vi T » :

4 The City must understand and address the condition of the bu11d1ngs that 1t could take overin the next
few years, and should complete a detalled building 1nspect1on for planmng purposes. (i.e., What is
the City willing to absorb in annual maintenance for reverted or owned structures?)

¢ The potential growth and expansion possibilities on the Airport indicate that the private sector may

willing and able to invest in Airport hangar development.
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L4 The City must consider and understand the possible impact that changes to both reversionary and non-
reversionary leases.

¢ What are the legal ramifications regarding the City’s financial responsibilities to the community

regarding the self sufficiency of the Airport?

¢ The City has a fiduciary responsibility prohibiting the giving of money, property, or credit to any
private entity. Based upon this concept, should the City only issue new leases on existing Airport
leaseholds only if the tenant is willing to make reasonable reinvestment in their property?

¢ Does the City believe that there is interest from prospective tenants in the leaseholds upon reversion?

¢ How does the City ensure that there is no discrimination between tenants with and without

Oy e § g,

' ':reVers1onary prov1s1ons ?

+ Any adopted pohcy gomg , forvward must be in compliance with the Airport’s Sponsor Assurances, also
known as Grant Assurances, as stated in FAA Order 5190.6. This must be done in order to maintain

an eligible status for future Federal grants whlch are cntlcal to the An‘port’s operatlons and

vt el

maintenance
¢ Do the current structures and their Iocatlons meet current and future Airport development needs?
Wlthout I'eVGrSIOnS how will the Cxty manage property acquisitions needed for Airport development?
¢ The Clty has an obhgatron to make the Alrport as self—sustammg as possxble Does the current land
uae repres‘ent th 'hlghest and best and most ﬁnanclally beneﬁmal use for the’ Ieasehold property'?

vl et Begen] ey 1o s : e mnle j3n s [Py | P
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It should be noted that ABS was prowded cop1es/samples ‘of individual hangar agreements ABS is
aware that 1ease language varies in'the clder leases, and to a great extent, this is what has fead to the current
pohcy srtuatlon Ina recent Iease agreement reviewed by ABS, the term reflects a twenty—year term, as long

as the tenant is not m default

N TR
cr

AIRPORT DEVELOPM’ENf o

In 1nformatron gathered ﬁom the pubhc mectmgs many tenants expressed concerns regardmg the
potennal for runway:’tamway development that may displace hangars or leaseholds (Iti is 1mportant to note
that the An‘port shares those coneerns and want to plan for future development that meets the needs of f‘uture
business W}nle taiung care ofi 1ts exlstmg core tenants and revenue streams. ) As the Axrport Spousor, it is the
respon51b1hty, and nght of the C1ty, at 1ts d1scret10n and as demgnated by the Clty Manager, may from time

i

to t1me need to change the mfrastructure runway access taxiway cIearance and nawgatlonal a1ds to meet the
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needs of all users! ‘In addition, the Airport or City is also responsible to meet the changing tequirements of
the FAA with'regirds to clear zones, runway protection areas and other safety concerns as needed. These two
demands, from users and FAA must be kept in balance not only for legal reasons, but also for economic
reasons as well as to continue to be eligible for Federal or State monetary grants.

PROJECT ACTIVITIES AND PROCESS

As part of the scope of this project, ABS met and talked with the City Manager, FBO management,
Alrport personnél ‘and Auport tenants during the research and discovery phase of this effort. Comments and
written matenals (Sample leases) were collected from Airport tenants and carefully reviewed and considered.
In addition, ABS staff reviewed several comparable airports for details on their respective approach to lease
condltlons,; Comments received, durmg the tenant meetlng are mcluded w1thm th1s report in Sectlon II -

D agire ahg Py e
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SECTION 1

TENANT MEETINGS AND CONTACTS

Both the City and Airport Business Solutions believed that communications with the Airport tenants
is a very important part of this process. In order to arrange for unrestricted access to the project process, ABS
provided multiple avenues for the tenants to access our staff in order to provide comments and input into the

research process. This included:

On-site open tenant meetings
Private meeting with FBO management
. Full access to e-mail
.. Toll free telephones . .

The tenant meetings were held over a four-hour period during evening hours on November 15, 2006.
A number of different tenants attended the meetings, including all 14 of the hangar row occupants and the 7
member Airport Advisory Board. Several of the other box hangar tenants were also present, and all attending
provided comments and presented coneerns. The meetings were divided into separate sessions, including one
for the hangar row tenants, and a second session for the box hangar tenants.
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Aﬁer bnef openmg remarks by Mark Anderson and a presentation by Michael Hodges regarding our
project tasks arid fact finding mission; the floor was opened up for questions and comments. The following
notes were taken regardmg the tenant comments:

Hangar Row Tenant Meetmg (Reversionary Leases)

1: -« The first comment was regarding the uncertainty of what happens to lease issués with a new
3 f“i adrmmstratlon T enants want a better deﬁmtlon of what takes place at termination of leases.

1
TR tie

2.. o Howisthe value of a hangar determlned upon dec151on to move hangar row‘?

T I L

3. What is the value of the hangar unprovements Vs: the base hangar" , Loa e -
ot s =W111 the City value each hangar md1v1dually‘7
5000 1 It is.common to have two dlfferent kinds of leases on an. a1rport? R

w2k, B R SIS RS |

6. . Wouldnz’t 1t be better-to have only one klnd of lease on the Alrport'?

_ AZ? Port
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7.

8.

9.

10.

11.

Relocatmn of hangars “may be the wrong term”. Under the Federal Relocation Act, will there
bea buy-out of hangars with a first right of refusal on new hangars at new location?

We have been through this before and nothing happens. Why are we looking at taking down
hangar row?

When does the first hangar lease come to an end?
Are we (ABS) looking at the Master Plan?
Any éhiingé in leases today would only mean more money to the City?

Non-reyers,ipnalgy ;eases_ are not that common. Are there any that have converted?” o

= 1-2,‘ (eSS E NL i
T g eyo N B -emiln =D

13.
14.

15.

16.
17.
18.

19,

Would you (4BS) advise the C1ty to stay w1th current plan or change revers1onary status?

2L TR CLTOPY IRT J . .

Why aren’t leases that change hands changmg dollar, amounts and terms? '

Airport. expectation.is that facilities will expand.. -Is this review.is preparing City for this
SCenario. ...

Would:a new. scenario, be forced on all tenants or negotiated individually?

€an the/City raise the $50 fee “contract?

What about a single developer for new hangars - *‘rent controls? -

Hangars are decreasmg in value. How do we change this scenario?: Formula fot buy-out of

hangars?

T Toay ;o

Box Hangar Tenant:Me_eﬁng (Non-Reversionary Leases) .-

1

In essence, their leases are reversionary. 5 - years there is opportunity to take hangar buildings

off site., ' “Qua51-Revers1onary’ - Leases need better termination termmology here.

Address, a way.to renew leases. IR 2

Challenge structure -buy-in of every hangar owner - quality of upkeep an issue.

Declinipg value.asset if no opportunity for renewal - assuminghangar is in good condition.

-
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5.

6.

10.

11.

12.

13.

Need more clarity for renewal language for “lenders”.

Need a mechanism to exchange money/investment for longer term.

Length of term beyo’nd 20 years.

What protection does the City need and what protection does the tenant need?

City needs fair compensation with options in case of re-developments

Tenants need quiet enjoyment.

" Need leases commensurate with investment - longer term for more dollars invested.

Leases need a maintenance standards clause.

What about new improvements needed at the airport? Taxi-lanes for new hangars, access
gates, RFP for new.developer? . : -

Comments-and responses to' these questions and/or statements will be provided in Section IV,

Conclusions and Recommendations

e
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SECTION 1II

LEASE/REVERSION RESEARCH

The following pages will present the results of multiple interviews and comments from the FAA and
other airport management and/or sponsors. It is important to remember, and this will become obvious as you
review the following lease language, that airports are different and develop differently. As such, the same

terms and conditions are not necessarily practical for every airport.

FAA Airport District Office, Oregon/Idaho Section (SEA-640)

This office advised ABS that the FAA does not track airports with reversion clauses. They recommend
reversion clauses to make it clear to the tenant what occurs at the end of a lease. It is their opinion that if the
lease is silent on the issue, improvements automatically revert to the airport at lease termination, since tenants
cannot own public land. Problems tend to occur beczause tenants often fail to consider what occurs at the end

of the lease term.

¥ = IS R T -3 PR ] L e . LN g
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FAA Safety and. Standards Branch, Southwest Region (ASW-620) -. . ... " oo

i

ABS believed that the FAA Southwest Region could provide insight because they are currently
involved with a reversion situation at the White Sands Regional Airport in Alamogordo, New Mexico. This
office echoed the SEA-640 FAA office by stating that the FAA does not have a set policy on reversion
clauses. They also indicated that it is a good business practice to include a reversion clause, and that problems
occur when the clause is included in a lease, but not enforced.

At Alamogordo, the FAA had to pressure the City to charge market rates for the “improved land”.
During a review of leases at the Airport, it was revealed that the City had renounced or removed its claim to
building improvements-on-19 of.27.ground leases on leased Airport land. ~Fhis was a conflict with the
“reversion termy” of the leases. In:2002, the Airport inserted new-language to the‘leases that stated that the
City shall not assert any claim to improvements, pre-existing or not. This was done at the request of the
leaseholders at the Airport., Now, the Airport is in jeopardy of losing its Federal and State funding, since it
is not in compliance with the Grant Assurances.

In a letter to the City from the New Mexico Department of Transportation, it was pointed out that the
normal State-wide procedure is to rent bare land at a subsidized rate, with any improvements reverting to the
airport after the lease term has expired. These facilities are then owned by the airport, who then rents the land
and improvements at a rate of 10 to 20 times greater than the bare ground rental rate. This allows the airport
to become a self-sustaining entity, thereby lessening the burden on the local taxpayer. The State also advised
that some of the leases they reviewed were giving away the sponsor’s property interest, which was a violation
of the New Mexico law under the “anti-donation” clause.

- Airport
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Here are some of the situations/cases that have occurred at the Airport, according to an article from
the Alamogordo News.

In 1994, Hangar O was sold to Ed Pavelka for $10.00, according to City records. In November of that
year, the Airport Advisory Board took up the matter as a potential violation of the advance notice
requirement in the lease. Three years later, Hanger O was sold again, this time to Tina Cesa, for
$36,000. In 1998, the City amended the lease with Cesa to state that Alamogordo has the right to
purchase the property at its undepreciated value when the lease expires.

In the case of Hangar G, it was first leased by Black Hills Aviation in 1975. In 1991, the lease rate
was increased from $0.04 to $0.08 per square foot when the lease was up for renewal. The City
received no notice of Black Hills’ intentions until Jan. 27, 1992, 13 months after the lease expired.
The City then renewed the lease after waiving “any irregularities in the extension of the term of the
airport lease agreement,” and set the lease rate at $0.04 per square foot. Two years later, Black Hills
sold the assets to Neptune Aviation, with the reversion clause still in effect. In 2002, the City agreed
to eliminate the reversion clause in Neptune’s lease. It was noted in an September 19 internal memo
that Neptune had been in default of its lease at least twice.

One lessee was improperly using City property to secure aloan. The FAA advised the City that a
tenant’s hangar construction loan involved a mortgage on the building and the land it sits on. The City

owns the land, not the tenant. :

On the other side of the issue, the Mayor of Alamogordo wrote a letter to the FAA in July 2005
arguing that the reversion clauses could lead to increased City spending. He stated that assuming that the City
takes possession of the improvements may not take into consideration the economic burden that the City
would be assuming. In addition to the Mayor, several tenants do not like the reversion clause, since many
have sold their interest to third parties for substantial financial gains.

Port of Portland
Diane Trudo, Contract Administrator IIT
Aviation Business and Properties

Ms. Trudo advised that the Port of Portland has standard reversion language for both the Hillsboro and
Troutdale Airports. The sample ground lease for Hillsboro included a very typical reversion clause, as
follows.

Title to Improvements upon Termination

All Improvements (whether constructed by Lessee or the Port) located on the Premises at the
expiration of the Initial Term or earlier termination of this Lease, shall become the property of the
Port. Notwithstanding the foregoing, the Port reserves the right to require Lessee to remove any
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Improvements that have not been adequately and reasonably maintained by Lessee, from the Premises
upon termination of this Lease. Such Improvements shall be removed within the time frame set forth
in Section 10.5. The Port will give Lessee notice of such unmaintained Improvements it will require
Lessee to remove at least ninety (90) days in advance of the Expiration Date. The Port reserves the
right to require removal of Improvements on shorter notice if Lessee has allowed their condition to

deteriorate during the last ninety (90) days of this Lease.

Eugene Airport
Carrie Martin, City of Eugene Public Works - Airport Division

Eugene Airport has a policy that addresses reversion, which is entitled "Policy for Non-Commercial
Hangar Site Leases." This policy is very similar to its Commercial Policy. Within the policy, it states
the following:

Termination - Removal of Improvements prior to expiration of an existing lease, Lessee may submit
a written request to negotiate a new lease. Removal of improvements will not be required if a new
lease is negotiated. If a new lease fails to be negotiated, or if the required notice is not received from
the Lessee, then, the Airport Manger will require the removal of the hangar and improvements and
restoration of the premises at the Lessee 's expense in accordance With the provisions of the lease,
unless other arrangements satisfactory to the Airport Manger are made for the disposition of the
hangar and improvements, whether sale, removal, or otherwise. For leases that contain automatic
transfer of ownership clauses, the Airport will work with the Lessee during a reasonable period of
timé, nét to exceed six (6) months, to retain title in the Lessee's name until a new lease is negotiated
o arrangements satisfactory to the Airport Manager are made for the disposition of the hangar and
improvements, whether sale, removal, or otherwise. If, after the six (6) month period of time, Lessee
fails to negotiate a new lease or dispose of the hangar and improvements, then the hangar and
improvements will be deemed abandoned by the Lessee.

The Airport will not require automatic reversion of hangar facilities upon expiration of the term of
the lease. However, the airport retains the right to withhold a new lease if the Airport Manager
determines that the property needs to be used for other purposes, such as airport development, or if
the hangar owner fails to maintain and renovate the hangar to comply with the minimum standards

g : s .
for non-commercial hangars in effect at the time.
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City of Redmond, Oregon
Linda Pepin

The City of Redmond has a standard reversion clause for their hangar leases. Ms. Pepin sent the
following standard language.

Ownership of Improvements.

Title to all improvements, including the Hangar, to be constructed on the Premises by Lessee shall
be owned by Lessee until expiration of thirty (30) years from the commencement date of this Lease
or earlier termination of this Lease. All improvements, including the Hangar, on the Premises at the
expiration of the term or earlier termination of this Lease shall, without compensation to Lessee, then
automatically and without any act of Lessee or any third party become City's property. Lessee shall
surrender the improvements to City at the expiration of the term or earlier termination of this Lease,
free and clear of all liens and encumbrances, other than those, if any, permitted under this Lease or
otherwise created or consented to by City. Lessee agrees to execute, acknowledge, and deliver to City
any ‘instrument réquested by City as necessary in City's opinion to perfect City’s right, title, and
interest to the improvements and the Premises

Requn,d'_'Ai:rfpo'ri _
Mr. Carter

He advised 4BS that if the ﬁ'ropexty reverts, then they usually lease it back to tenant. Moreover, new
airport agréements cohtaini‘larigiiage that gives the tenant the first right'of refusal.'™ " * "

Termination "'~ o

Upon termination of the dgreement, Tenant shall surrender the leased premises in good condition.

Buildings ‘constructed by the Tenant with permission from the Lessor shall not be removed.

Depréciation and wear from ordinary use of the purpose for which the Tenant is responsible shall be

completed prior to surrender of the lease premises.

Upon termination of the agreement, the building and all improvements which are a part of the lease

shall become the exclusive property of the Lessor.

Upon termination of the agreement, Tenant shall have the right of first opportunity to lease the

property and improvements from the Lessor for five (5) years and renewable every five years,

thereafter with annual rent equal to ten percent of fair market value of land and improvements. Same

conditions for adjustments as set out in Section 3.

el Al}pﬂ?'t
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Oregon Department of Aviation - Aurora State Airport
Jennifer Anderson

The following lease language was provided by Ms. Anderson.

Surrender at Expiration - Upon expiration of the term of this Lease or earlier termination on account
of default, Lessee shall surrender the Premises in good condition.
Lessee’s Improvements - Before expiration or other termination of the Lease term, LESSEE shall
remove all furnishings, furniture, and trade fixtures that remain its properiy. If LESSEE fails to do
so, this failure shall be an abandonment of the property, and AVIATION may retain the property and
all rights of LESSEE with respect to it shall cease or, by notice in writing given to LESSEE with 30
days after removal was required, AVIATION may elect to hold LESSEE to its obligation of removal.
If AVIATION elects to require LESSEE to remove, AVIATION may effect a removal and place the
property in public storage for LESSEE’S account. LESSEE shall be liable to AVIATION for the cost
of removal, transportation to storage, and storage, with interest at the legal rate on all such expenses
from the date of expenditure by AVIATION. LESSEE hereby appoints AVIATION its agent for the
Iimited purpose of obtaining adequate storage for the personal property of LESSEE in the event that
LESSEE fails to remove its personal property as described above. LESSEE authorizes AVIATION
to incur reasonable.and necessary costs:to store LESSEE S personal property in LESSEE’S name and
at LESSEE'S expense, and LESSEE shall fully reimburse AVIATION for all costs so incurred.
R S T R P ISt AT LR, -, ‘
Klamath Falls Airpoxt . . . = - o S o Ea T T © iy Fegge ey
Linda Tepper, Business Manager . i e : '

Ms. Tepper advised that they have two types of leases with regard to reversion. One is a reversion
lease, and the other has a buyout clause. A tenant chooses which one they want, and both reflect
essentially 45-year terms. However, the rent charged on the “buyout leases” reflects a premium rent

fee.

Buyout Lease. | ra -

Surrender of Possession ... .. P . R : i

Buyout Provision - In consideration of the premium rent fee.referenced in-Section 7. Rent, Subsection
B., the Airport.agrees to purchase the improvemenis at an. appraised value. The appraiser shall be
mutually accepled to the parties and shall be an MAI (or equivalent) appraiser with special knowledge
in aviation and airport properties. The cost of the appraiser to be split equally between the parties.
At the 45" year of this lease, Airport will be obligated to buy the improvements at the appraised value
unless the parties agree to. some other agreement prior. to that date. :

Tenant Termination - If Tenant should elect to terminate this lease at any time, the above Buyout
Provision will not apply. (Sale of improvements and transfer -of this-lease, is not considered a
termination by Tenant,) Upon early termination at Tenant'’s sole discretion, Tenant shall have the
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option of removing all improvements and restoring the property to its original condition, or giving
title to said improvements to Airport.

If Tenant elects to remove improvements, this must be done within ninety (90) days after termination
of this lease. If Tenant fails to remove improvements, Airport may take possession of the premise.

Reversion Lease
Surrender of Possession - Title to all Improvements constructed by Tenant upon the Premises, and

all alterations or additions thereto required by Airport to remain, shall remain in Tenant until the
expiration, cancellation, or other earliest termination of this Lease. Upon said expiration,
cancellation, or earlier termination of this Lease, Tenant shall have the option of removing all
improvements to Airport, title to said Improvements shall vest in the Airport, and said structures,
buildings, and improvements shall remain upon and be surrendered with the Premises as part thereof.

Title to personal pr:'opertii Eelohging to Tenant shall at all times during the term of this Lease, or any
extension thereof, remain in Tenant, and Tenant shall have the right at any time to remove any or all
personal property.ofievery.kind. and nature whatsoever which Tenant may have placed, affixed, or
installed upon the Premises, provided that upon Tenant's removal of such personal property, Tenant
restores the Premises to jts original condition. Tenant shall have the right to remove same provided
that upon any such removal, Tenant shall repair, at its own expense, any damages resulting therefrom
and leaves the Premises in a clean and neat condition, with all other improvements in place.

If Tenant elects to remove improvements, this must be done within ninety (90) days after termination
of this lease. If Tenant fails to remove improvements, Airport may take possession of the premise.

Ashland Municipal Airport
Dawn Lamb S e W

The following lease language is for a commercial service provider lease.

oy - Ty K

Ownership of Improvements. -Title to all improvements made by Lessee.of a permanent nature shall
be the property of Lessee.., - ... - :

Lessee, however, shall be required to enter into a ground lease with the City prior to any improvement
being made that increases the footprint of existing structures or that utilizes additional land at the
airport. Ground lease fee shall be at fair market rental value.

Prior to construction of any improvements, the parties agree to negotiate in good faith as to
ownership of the improvements to be constructed. Unless previously agreed in writing between the
parties, the improvements shall become property of City, free and clear of all claims of Lessee, any
one claiming under Lessee or caused, permitted or suffered to attach through Lessee upon completion
of construction and issuance of a certificate of occupancy. Lessee, or any one claiming under Lessee,
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shall indemnify and defend City against all liability and loss arising from such claims. Upkeep. The
premises shall be kept in good repair, free of waste material and debris. Landscaping shall be

maintained and properly watered in a reasonable fashion.

Right of first refusal.
For other than month-to-month rentals, City shall have the following described right of first refusal

with respect to the interest of Lessee under this lease:

Lessee shall not sell, sublease, assign or transfer to anyone other than City, unless Lessee shall have

first communicated to City, by written notice, a written offer to sell, sublease, assign or transfer this

lease or any interest, which offer shall specify, in commercially reasonable detail, the rates, terms and
conditions upon which Lessee is willing to sell, sublease, assign or transfer this lease or any interest.

City shall have a period of 30 days, following the notice, within which to accept the offer by giving
Lessee written notice of acceptance. If the offer is accepted, the parties shall be obligated to close the
sale, sublease, assignment or transfer in accordance with the terms of Lessee's offer. Closing shall
occur within 60 days following acceptance or within such longer closing period as may be specified
in the offer. | SRR R R .

If City does not accept the offer, Lessee may sell, sublease, assign or transfer the lease or any interest
to any other party, provided that such a sale must be consummated within 60 days following the
earlier of the expiration of the 30 day acceptance period specified in paragraph 18.1.2 for the offer
or the date of any written rejection of the offer by City, and for and upon the same price, terms and
conditions as those specified in the offer. City's rights under this paragraph shall apply to any
subsequent or contemporaneous offer made to Lessee or Lessee's successor or Successors in interest.
For the purposes of this subparagraph, a devise under a will by the Lessee shall not be considered

a sale, sublease, assignment or transfer.

Option to Purchase Lessee’s Interest. :
For Type B leases, in addition to the right of first refusal described above, City shall have the

exclusive right and option to purchase all of Lessee’s right under this lease upon the following terms

and conditions:

If City exercises this option;, the purchase price during the initial year of this lease for Lessee’s rights

under this lease will be the actual reasonable construction cost of the hangar plus 10%. The purchase

price during each subsequent year shall be the purchase price determined in the immediately

preceding sentence less 1/25" of such purchase price for each full year the lease has been in effect.

This option shall be exercised by written notice given by City to Lessee at any time, which notice shall
specify that City has elected to exercise this option. Closing shall occur as soon as possible following
exercise of this option by City and, in any event, not later than the 35" day following the date of

exercise of this option.

At closing, Lessee shall deliver to City a duly executed and acknowledged statutory quitclaim deed
quit claiming all of Lessee’s rights and interest in the premises free and clear of all liens and
encumbrances .of Lessee, anyone claiming under Lessee or caused, permitted or suffered to attach

through Lessee.
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At closing, City shall pay to Lessee in cash the entire amount of the purchase price.

City’s rights under this paragraph shall apply to any successor of Lessee and shall apply whether or
not City exercises its rights under the right of first refusal paragraph. City may not exercise its rights
under this paragraph while the Lessee who signed this lease is in possession and has not sold,
subleased, assigned or transferred its interest in the lease. For the purposes of this subparagraph,
a devise under a will by the Lessee shall not be considered as sale, sublease, assignment or transfer.

Subleases without consent.
Lessee may sublease portions of the premises for the purpose of placing other aircraft within the

hangar without consent of City.

Arcata/Eureka Airport ,
Jeff Moore, County of Humboldt

Mr. Moore: prov1ded this Ground Lease Language utilized by the County

OPVNERSHIP OF IMPROVEMENTS '
Title.toall improvements, including the hangar, to be canstructed on the premzses by LESSEE shall

be owned by LESSEE until, expiration of thirty (30) years and.any options from the commencement
date of this Legse or earlier termination of this Lease. All improvements, including the hangar, on
the premises at the expiration of the term or earlier termination of this Lease shall, without
compensation to LESSEE; then automatically and without any act of LESSEE or any third party
become.COUNTY'S. property. :LESSEE shall surrender. the improvements to COUNTY at the
expiration of .the term or earlier termination of this Lease, free and clear of all liens and
encumbrances, other than those, if any, permitted under this Lease or otherwise created or consented
to by COUNTY. LESSEE agrees to execute, acknowledge, and deliver to COUNTY any instrument
requested by COUNTY as necessary in COUNTY'S opinion to perfect COUNTY'S right, title, and
interest to the improvements and the premises.

LESSEE shall have the right to remove such personal property, machinery, and equipment as may be

removed without threat to the structural integrity of any building or improvement. If damage results
from the removal of any such items, LESSEE shall repair such damage at its sole expense.
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SECTION 1V

CONCLUSIONS AND RECOMMENDATIONS

Whenever a governmental entity is
working with the private sector, disagreements are
going to occur. Discussions will be interpreted
differently by each side, and documents will be
reviewed and interpreted with sometimes opposing
perspectives. With the addition of financial
components, these differences can become extreme. As such, in our analysis of this issue, ABS had to

continually remain cognizant that regardless of the best intentions of tenants and the City in trying to reach
amutually agreeable solution on the reversion issue at 36U, it may not be possible without external assistance.
Therefore, ABS had to utilize our experience and knowledge gained from many years of experience working
with other airports and other airport tenants to come to a fair and equitable and non-discriminatory solution
for tenants, while still maintaining the fiduciary responsibility of the Airport and compliance with its Federal

obligations.

It is understood that in both instances of leases that until each lease document comes to conclusion
the Tenant and the City each has the right has the obligation to follow each leases covenants and directives.
If the parties mutually agree to change the nature of the agreements for the betterment of each party such as
extension of term, change in land rates or should the hangars need to be removed for construction then the
negotiated terms, rates and reversionary clauses must be made consistent and with current appraised market
rates. In general all leases should be amended to include language that is generally consistent with the sample
lease contained in the Addenda. The only differences could be in the language for Tenant hangar ownership

(non-reversionary) or City hangar ownership (reversionary).

Regarding the reversion and non-standard lease issues, in the past, Heber City had a conglomeration
of lease requirements, some allowing improvement removal, others requiring reversion of the title to the City.
The City and the Airport desires to make all lease language the same, thus treating all tenants similatly. The
Federal Aviation Administration (FAA) supports that decision, because it helps promote consistent treatment
of tenants. A mixture of requirements for the same type lease would result in disparate treatment. The change
in policy, to require reversion of improvements to the City at lease termination, or to require their removal,
is entirely within the prerogative of the City upon lease renewal. This plan is not considered to be unjustly
discriminatory or unreasonable. Capital improvements include such things as buildings, fences, paving,
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landscaping, and anything fixed to a building or land. We support the City’s decision to implement a standard
reversionary clause in its leases upon lease renewal. in order to bring about a degree of uniformity. It is
common for permanent capital improvements made to or on land to become the property of the landowner
at the termination of the lease.

The following is a summary of pertinent issues and ABS recommendations with regard to amendments
in the way leases are handled at the Airport.

GENERAL CHANGES TO AIRPORT FEE STRUCTURES IN THE FUTURE

For future planning the City and Airport must plan for increases in activity and therefore increases in
operating expenses and overhead. The City should establish a baseline policy for market land rates of $0.30
per square foot for improved land and $0.15 per square foot for unimproved land. These rates should be
escalated annually based upon changes in the Consumer Price Index (CPI), with a rev1ew every 3 to 5 years

based on an appraisal or market rent analysis.

In addition, the City should increase its fuel flowage fees from the current $0.02 per gallon of fuel
delivered to a rate of af least $0.05 per gallon of fuel delivered. This will make the rate more consistent with
comparable general aviation airports both in the region and nationally. Said rate should also be reviewed
annually and periodically adjusted to reflect changes in the maintenance and operation costs of the Airport.

—bHANGAR ROW TENANTS (REVERSIONARY)

When the leases of the existing Hangar Row tenants expire, there must be a revision to the documents
which includes option to increase rental rates to prevailing market rents for the land. Prevailing market rents
should be based upon the area of the footprint of the hangar, plus a premium (not less than 20%) to reflect the
benefits gained from surrounding property that is not part of the lease, but cannot be utilized or leased for
other purposes. It is obvious that the current $50 per year land rent is well below market.

With regard to future lease terms, it is likely that the area where these hangars are located will be
required for Airport infrastructure expansion and/or safety enhancements. As such, future lease terms should
be limited, based on the fact that the City may need to remove facilities due to Airport enhancement. By
limited, it is suggested that future lease terms be on a month-to-month basis only, which will give the Airport
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maximum flexibility should these facilities need to be demolished. If month-to-month is not deemed practical
by the City, then a maximum of a one-year lease should be considered. In order to placate tenants, it is also
advisable to provide existing tenants within Hangar Row the first right of refusal on any new hangars
‘ constructed by the City, at the prevailing market rate. Future leases must have more definitive language for

actions and expectations at termination.

—>0WNED HANGARS (NON-REVERSIONARY)

Upon expiration, the non-reversionary leases at 3 6U should be based upon new lease terms of 20 years,
but with the stipulation that the City reserves the first right of refusal to purchase the improvements at the
prevailing fair market value at lease termination. In addition, it should be clearly stated that if the City elects
not to purchase the hangars, the hangar must be removed and the site brought back to a clear and site-ready
pad. The additional 20 years, coupled with the remaining term on current leases, should provide the hangar
owner with sufficient time to amortize their investment. Moreover, most hangars will have limited economic
or physical value at that time due to age, likely condition, and potential obsolescence. This is consistent with
v current lease language, whereby the tenant “owns” the hangar, but is not guaranteed a perpetual ground lease.

Should a current hangar owner elect to sell their hangar to a third party prior to lease termination, the
Airport should retain the right of first refusal to purchase the hangar at the prevailing market value. If they
elect not to puréhase the hangar, the City should impose a “transfer fee” equal to two (2%) percent of the
selling price of the hangar to account for the time and administrative efforts to facilitate such a transfer.

Land rents should be adjusted to prevailing market rates at the earliest opportunity, with annual
escalations based upon CPI adjustments and periodic reviews to assess prevailing rates.

FBO LEASE AGREEMENTS

The current FBO, OK3 Air, has requested a lease extension based upon recent improvements to their
FBO terminal facility. Itis the opinion of ABS that it is not in the best interest of the City to extend the current
FBO lease unless the FBO owner is willing to renegotiate and restructure the entire lease to reflect current
market conditions, including current market ground rental rates. At present, it is our opinion that the City is
not receiving a fair return on the FBO land assets. In particular, the ramp/apron area it leases to the FBO on
an exclusive basis could hinder future grant money from the FAA. In addition, the limited improvements
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done to the terminal and hangar facilities are much less than would typically be considered to warrant an
extended lease term, especially given the other below market terms of the lease. In fact, in the future, the FBO
facilities will need to be expanded/improved substantially to compete with other FBO facilities in the area,
particularly those that draw much of the corporate business at SLC. As the market matures and additional
corporate traffic begins to move to Heber City, additional lease term, based on extensive improvements,
should be considered, but only with other lease conditions reflecting prevailing market terms.

RFP FOR NEW HANGAR DEVELOPMENT

With regard to future development opportunities at 36U, ABS strongly recommends the issue of an
RFP for new hangar development at 36U. This scenario would bring in additional money to the Airport
through a larger development process, and a single-entity developer would likely have a better chance of
funding this type of project as opposed to a large number of individual trying to compete for local money.
The construction would be consistent, more timely, and easier to maintain and control from an Airport
management perspective. The Airport, through the RFP process, could assist in the establishment of
reasonable rental rates through land lease negotiation and long term leases. This would also provide a much
faster development time for one single developer compared to several hangars being built by many different
contractors. It is suggested that due to the encroachment of development from Park City, that there would be
considerable interest in the development of a hangar complex at Heber City.
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COMMENTARY ON TENANT MEETINGS

General observations and answers to questions raised at the Tenant meetings have been addressed by

Airport Business Solutions as follows:

Hangar Row Tenant Meeting (Reversionary Leases)

1. The first comment was regarding the uncertainty of what happens to lease issues with a new
administration. Tenants want a better definition of what takes place at termination of leases.

ABS concurs that more definitive language must be included to define termination parameters.
2. How is the value of a hangar determined upon decision to move hangar row?
By thiraT pa(ty appra;'_salr mutually agreed to by C:'ity; and Z’e.yant_:?“
3. What is the val'ué.o'f the hangar improvements vs. the base hangar?
Hangm: value includes all permanently installed fixtures and equipment.
4. Wlll the City value each hangar individually?
Yes, a.s_':s'tated above with an approved appraisal process.
5. It is common to have two different kinds of leases on an ai@ort?
It is common but not encouraged by the FAA.
6. Wouldn’t it be better to have only one kind of lease on the Airport?

Yes, this is preferred.
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10.

11.

12.

13.

14,

Relocation of hangars “maybe the wrong term”. Under the Federal Relocation ACT will there
be a buy-out of hangars with a 1* right on new hangars at new location?

If hangars must be relocated, a negotiated move, buy out or first right to new hangars by a

third party may be negotiated.

We have been through this before and nothing happens. Why are we looking at taking down
hangar row?

ABS is not looking at taking down hangar row.

When does the ﬁrst hangar lease come to an end?

Unkno%i;n at ti?rié of writing.

A;e we_:f_(AE}S) looking at the Master Plan?

This 5%t & part of the scope of this project.

Any cﬁaﬁgé in leases tbday would only mean more monés'itd the Citg}?

City is looking for a win-win scenario including trade-offs for longer term vs. rates.

Non reversionary leases are not that common. Are there any that have converted?

Yes there are airpor.ts that have converted to consistent language for reversions.

Would you}(AI‘SS) gdvise the City to stay with current plaﬁ or change reversionary status?

ABS prefers reversionary clauses because it protects the airport sponsor and puts the facility
in a better situation with FAA for future funding and expansion.

Why aren’t leases that change hands changing dollar amounts and terms?

They should be changing including transfer fees in new leases.
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15.

16.

17.

18.

19.

Airport expectation is that facilities will expand. Is this review preparing the City for this

scenario.
Yes.
Would a new scenario be forced on all tenants or negotiated individually?

It is not recommended that any scenario be forced on tenants, but rather renegotiated based

on a mutual agreement that benefits both parties in the long term.
Can the City raise the $50 fee “contract™?

No, un]es; agreed to by botft parties in a renejv‘val scenqrio.

What about a single developer for new hangars - “rent controls™?

A third party developer could be a logical scenario that would allow for better funding,

consistent construction style and easier management for the City.
) A e S L T e

[ o DT

Hangars are decreasmg in value - How do we change thlS scenano‘? Formula for buy-out of

hangars‘7
Buy using better language that provides stronger guarantees at the end of the term.

Box Hangar Tenant Meeting (Non-Reversionary Leases)

In essence, their leases are reversionary. 5 - years there is opportunity to take hangar buildings
off site. “Quasi Reversionary” '

Yes, leases need better termination terminology here.

Address a way to renew leases.

There needs to be a mechanism to exchange money for longer term.

= =] ]
——m— Az’?” re

e Bsiness
| A A
=——— Solutions




Airport Lease Analysis

Section IV Page 8

Heber City Municipal Airport - Russ McDonald Field

February 2007

St

10.

11.

Challenge structure - buy-in of every hangar owner - quality of upkeep an issue.
This is the reason for having a third party developer.

Declining value asset if no opportunity for renewal - assuming hangar is in good condition.
Longer term should preclude this if better maintained.

Need more clarity for renewal language for “lenders”.

Yes.

Need a_mechanism tol exchange money/investment for longgr tcrm. |

Y es, as ‘.s_'tated prgvioysly.

Lengthof term bqunq 20 years.

Fes wesugeent 3 pears

What prqtecﬁiop does the City need and what protection does the tenant need?
Mutual agreement that benefits both parties.

City needs fair compensation with options in case of re-developments

This is key to the future of the field and ability to draw larger aircraft.

Tenants need quiet enjoyment.

-Lease l.anguage that provides for better conclusion at end of term.

Need leases commensurate with investment .

Yes, longer term for more dollars invested - but at levels that are consistent in the industry.

e Airport
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12. Leases need a maintenance standards clause.

Yes.

13.  What about new improvements needed at the airport? Taxi-lanes for new hangars, access

gates, RFP for new developer?

See recommendations for developer.
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1200 South Access Agreement

WHEREAS, Heber City and other governmental organizations in the area (the *City’)
have an interest in preserving the health and well being of individuals living along the
easement path which runs from School House Way (the ‘Easement Path’) to the property
of Michael and Mary Bardole (the ‘Bardoles™);

WHEREAS, governmental organizations have found that continued use of the Easement
Path jeopardizes the continued operation of irrigation main lines which run underneath
the Easement Path;

WHEREAS, certain classes of emergency vehicles do not have the necessary clearance to
travel safely down the Easement Path if emergency services were needed;

WHEREAS, the continued use of the Easement Path by the Bardoles is a continued
problem to individuals whose property abuts the Easement Path, and these problems have
resulted in repeated threats of litigation and several calls to police, including an event
which lead to a charge of aggravated assault against a neighbor of the Bardoles;

WHEREAS, the annexation agreement executed by the city prior to land-locking the
Bardole’s property provided that the Easement Path would be closed if there was a

suitable alternative access;

WHEREAS, any closure of the Easement Path, coupled with a governmental refusal to
upkeep, maintain, or render usable an alternative access would constitute a total taking of
the Bardole’s property and their business, Goldrush Kennels.

And WHEREAS, there exists a potential access to the Bardole’s property (the 12" South
Access’ which would negate all of these problems and concerns;

THEREFORE, the City and the Bardoles bind themselves to this agreement for the
valuable consideration of an exchange of services and forbearance of legal rights as

follows:

1. The Bardoles agree to stop using for any other purpose than as a walkway the
Fasement Path, and to no longer maintain the Easement Path or operate any
vehicles on the Easement Path beginning on September 1, 2014.

2. The Bardoles agree to waive any claim in any court that there is not a suitable
alternative access sufficient to bring their prescriptive easement rights to an end
on September 1, 2014,

3. The City agrees to have the 12" South Access ready for use by June 1, 2014, and
to allow vehicles to access the Bardole’s Property by that access.

4. The City agrees to remove the concrete pillars, chains, and other obstacles which
render the 12™ South Access unusable, and any other such obstacle which either
renders the 12" South Access unusable or gives the 12" South Access the
appearance of being unusable.



Proposed Bardole Property Access
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The following materials were
provided to the Mayor and City
GCouncil during the
Fehruary 6, 2014 Work Meeting.
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1200 South Access Agreement

WHEREAS, Heber City and other governmental organizations in the area (the ‘City’)
have an interest in preserving the health and well being of individuals living along the
casement path which runs from School House Way (the ‘Easement Path’) to the property
of Michael and Mary Bardole (the ‘Bardoles’);

WHEREAS, governmental organizations have found that continued use of the Easement
Path jeopardizes the continued operation of irrigation main lines which run underneath
the Easement Path;

WHEREAS, certain classes of emergency vehicles do not have the necessary clearance to
travel safely down the Easement Path if emergency services were needed;

WHEREAS, the continued use of the Easement Path by the Bardoles is a continued
problem to individuals whose property abuts the Basement Path, and these problems have
resulted in repeated threats of litigation and several calls to police, including an event
which lead to a charge of aggravated assault against a neighbor of the Bardoles;

WHEREAS, the annexation agreement executed by the city prior t0 land-locking the
Bardole’s property provided that the Easement Path would be closed if there was a
suitable alternative access;

WEEREAS, any closure of the Easement Path, coupled with a governmental refusal to
upkeep, maintain, or render usable an alternative access would constitute a total taking of
the Bardole’s property and their business, Goldrush Kennels.

And WHEREAS, there exists 2 potential access 10 the Bardole’s property (the <12 South
Access’ which would negate all of these problems and concerns;

THEREFORE, the City and the Bardoles bind themselves to this agreement for the
valuable consideration of an exchange of setvices and forbearance of legal rights as

follows:

1. The Bardoles agree to stop using for any other purpose than as a walkway the
Easement Path, and to no longer maintain the Easement Path of operate any
vehicles on the Easement Path beginning on September 1, 2014,

2. The Bardoles agree t0 waive any claim in any court that there is not a suitable
alternative access sufficient to bring their prescriptive easement rights to an end
on September 1, 2014.

3 The City agrees to have the 12 South Access ready for use by June 1, 2014, and
to allow vehicles to access ihe Bardole’s Property by that access.

4. The City agrees to remove the concrete pillars, chains, and other obstacles which
render the 12 South Access unusable, and any other such obstacle which either
renders the 12" South Access unusable or gives the 12" South Access the
appearance of being unusable.



The following materials were
provided to the Mayor and City
GCouncil during the
Fehruary 6, 2014 Work Meeting.



HEBER LIGHT AND POWER COMPANY
(AN INTERLOCAL ENERGY SERVICE UTILITY)
DECEMBER 31, 2011

NOTES TO FINANCIAL STATEMENTS

NOTE 8. OTHER POST EMPLOYMENT BENEFITS (continued)

The Company’s annual OPEB cost, the percentage of annual OPEB cost contributed towards the
Unfunded Actuarial Accrued Liability (UAAL) of the plan and the Net OPEB Obligation are

provided in the table below:

Year Ended Annual OPEB Percentage of Annual Net OPEB

Cost OPEB of UAAL Obligation
12/31/2006
—_— e —_———
12/31/2008 $ 117,171 12% $ 117,171
12/31/2009 71,657 7% 188,828
12/31/2010 87,572 9% 276,400

12/31/2011 53,818 6% '33—0£y

Funded Status and Funding Progress — e

C As of December 31, 2011, the actuarial accrued liability (AAL) for benefits was $977,814, 311_ Q\CJ

The projection of future benefit payments for an ongoing plan involves estimates of the value of
reported amounts and assumptions about the probability of occurrence of events far into the
future. Examples include assumptions about future employment, mortality, and the healthcare
cost trend. Amounts determined regarding the funded status of the plan and the annual required
contributions of the employer are subject to continual revision as actual results are compared
with past expectations and new estimates are made about the future.

Methods and Assumptions

The methods and assumptions used include techniques that are designed to reduce the effects of
short-term volatility in accrued liabilities and the value of assets, consistent with the long-term

perspective of the calculations. The following simplifying assumptions were made:

Retirement age for active employees—Based on the historical average retirement age for the
covered group, active plan members were assumed to retire at age 60, or at the first subsequent

year in which the member would qualify for benefits.

26



Fiduciary- A Fiduciary duty is 2 legal or ethical relationship of confidence or trust
between two or more parties. A fiduciary prudently takes care of money for another
person. One party, for example a corporate trust company or the trust department of a
bank, acts in a fiduciary capacity fo the other one, who for example has funds entrusted to
it for investment. In a fiduciary relationship, one person, ina position of vulnerability, .
justifiably vests confidence, good faith, reliance and trust in another whose aid, advice or
protection is sought in some matter. In such a relation good conscience requires the
fiduciary to act at all times for the sole benefit and interest of the one who trusts.

) A fiduciary is someone who has undertaken to act for and on behalf of anotherina

particular matter in circumstances W ich giverise fo a relationship of trust and
confidence.

A fiduciary possessor is legally responsible for what belongs to another.



Heber Light & Power Board votes to give
members substantial benefit package

BY LAURIE WYNN
Wave Co-Publisher

At the November 26 Heber Light and
Power (HL&P) Board of Director’s meeting,
the 12 member board voted to approve a
benefits package to its board members.

According to HL&P Board members, the
Board has been receiving $500 per meeting
in compensation. The benefits package, re-
cently approved and, according to HL&P's

2012 Operating Budget, equates o approxi-

CoNTINUED FrOM PAGE Al

Kohler, “...the Board made a_decision to offer
health insurance to board members as part of

mately $20,000 per board member per year,
making the total compensation for the aver-
age 1.5 hour per month meeting approxi-
mately $2100. In computing the hourly rate,
the increase in compensation for HL&P Board
Members is nearly $1400 per hour salary.
One board- member isn’t comfortable
with the approved compensation hike. Ac-
cording to HL&P Board member and
Wasatcgh County Council Chairman Mike

See “HL&P"” ON PAGE A3

’ approves subsiantial henefits p;ackage -

" to the un-acceptable cost it would impose on

the customers of Heber Light and Power. I'm |

- acustomer, too. My request was rejected. ”

This benefits package was approved fol-

their employee compensation package. Under
the plan,pthe board mplj?dsopt to receive the cash
" equivalent of that insurance as a direct pay-
ment in lieu of insurance.”
Councilman Kohler goes on to say, “At the
subsequent board meeting held a couple weeks
ago, I stated that I would not take the payment
and asked the board to rescind that benefit due

lowing a planned rate hike for HL&P cus-
tomers for next year. - .

Representatives for Heber Light & Power
did not answer phones for comment at press
time on Tuesday. Their answering machine

. states they were closed to celebrate the holi-

day season.
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pretty good about it,”” Giles said of the
water regulations. ‘‘Some are taking
advantage mow.'" One resident told the
Wave last week, that he had taken a walk
through the east side of town after dark,
and had counted 17 houses with sprinklers
hidden in bushes and backyards.

“1 think it’s serious business,”” said
‘Heber Police Chief Paul Royall, who noted
'he would need cooperation from residents
'to catch those violating the law. ‘“We're
\writing tickets, but we have a lot of other
ithings to do, too.”

Fines

Justice of the Peace Daryl Shumway
‘reported, as of last week, that ten people
had appeared before him on water tickets.
| He also indicated that there had been some
- misunderstanding reguarding the amount
' of fine to be charged.

In May, city officials told the Wave that
water fines would be in the neighborhood
of $50. That's not so, according to
| Shumway, who has been fining violators
' five to ten dollars on the first offense. The
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Former chief charged

A felony complaint has been filed against a former Heber City
Police Chief. Named in the complaint is Vearl Broadhead, Chief of
Police from 1974 to 1976. The complaint was filed by County
Attorney Harold Call, following an investigation by current Police
Chief Paul Royall, in connection with an incident which allegedly
occured in 1974.

The complaint aileges: **That the said Vearl Broadhead did, by
deception, obtain and exercise unauthorized control over a Colt 357
revolver, Serial 23935, owned by the Heber City Municipal
Corporation, in that he did sell said Colt 357 to one Debbie Bunker
for $65.00 with intent fo deprive the owner thereof, contrary to
Section 76-4-405, Utah Code annotated 1953, as ammended."’

A hearing on the matter has been set for July 14th, in the court of
Justice of the Peace Daryl Shumway. Conviction, under this statute,
is a second degree felony, and could carry a penalty of one to 15
years and/or up to $10,000 fine.

County loses seat

Wasatch County has lost its only direct representation m the Utah
Legislature. On Monday, the Governoi's office announced that
Edisen Stephens, of Summit County, had been appointed to fill the
unexpired term of Senator Robert E. Clyde. Clyde, of Center Creek
in Wasatch County, resigned the seat three weeks ago, after
previously announcing he would be moving to Oregon. Besides
Wasatch, the seat represents Summit, Duchesne, Morgan, Uinta
and Daggett Counties.

The Governor chose Stephens from a list of three names
submitted to him by the State Republican Central Committee,
following a caucus of the <ix counties involved, at the Salt Palace
last week. The other two candidates were Harold Smith of Heber,
and Daniel Dennis of Roosevelt.

Rex Barrett, chairman of the Wasatch Republican Party, told the

.Wave that the Governor's office had given no reason for the

. £ Canchan nver the ather nominees. ‘1 hate tosee us loose
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HEBER LIGHT AND POWER COMPANY
(AN INTERLOCAL ENERGY SERVICE UTILITY)
DECEMBER 31, 2011

MANAGEMENT’S DISCUSSION AND ANALYSIS

Management Discussion and Analysis

This section of Heber Light & Power’s annual financial report presents our discussion and
analysis of Heber Light & Power’s financial performance during the fiscal year ended December
31, 2011. Presented in the following pages are the December 31, 2011 Financial Statements of
Heber Light & Power which include a Statement of Net Assets, a Statement of Revenues,
Expenses and Changes in Net Assets and a Statement of Cash Flows along with related notes.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to Heber Light & Power’s

basic financial statements-which-are comprised-of two areas: —

I Company-wide Financial Statements
2. Notes to the Financial Statements

The financial statements also include notes that explain some of the information contained within
and provide more detailed data.

Financial Highli

Revenues from the sale of electricity were $12,359,002, an increase of $489,678 or 4.13% over
_ 2010. In addition, power purchases expense decreased by 2.8% to $5,815,483 and gas generation
expense decreased by $250,706 or 51.1% to $239,955.

During 2011, Heber Light & Power collected impact fees from all customers who added new or
additional electrical load to the utility’s distribution system. This charge is in response to the
rapid growth that has been experienced in the Heber Valley and provides the utility with the
necessary funds to add new distribution system plant which is required to serve these customers.
The funds collected as a result of the impact fees are restricted in that they can only be used for

new or upgraded plant and not applied against operational expense. The Impact Fee revenue in

2011 was $411,279. i

X



(AN INTERLOCAL ENERGY SERVICE UTILITY)

HEBER LIGHT AND POWER COMPANY

DECEMBER 31, 2011

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED DECEMBER 31, 2011

OPERATING REVENUES

Electricity sales pledged as security forrevenue bonds
Connection fees

Other income

TOTAL OPERATING REVENUES

$ 12,359,002
26,595
175.561

12,561,158

INCOME (LOSS) FROM OPERATIONS

NON-OPERATING REVENUES (EXPENSES)
Interest
Interest and bond issuance costs expense

TOTAL NON-OPERA TING REVENUES (EXPENSES)

INCOME BEFORE CONTRIBUTIONS

The accompanying notes are an integral part of these financial statements.

C . g —

Power purchases m

Energy rebates 3,327

Gas generation fuel 239,955

Wages 518,779 = &G’G
- et e— - i - —_— T =il . | .__-E -

@ST OF SALES 6,577.@ ﬂ' '}q 9?
-t - 71
GROSS PROFIT 5,983,614 -

OPERATING EXPENSES

Salaries, wages and benefits 1,723,886 ~

Depreciation 1,817,617

Insurance : 871,391

Professional services 177,892

Maintenance and training 211,883

Matenals 34.539

Building Expenses 130,666

Office expense and postage 142.029

Truck expense 182,239

Bad debt expense 21,122

Credit card fees 40,689

Travel 45,829

Miscellaneous 62,119

TOTAL OPERATING EXPENSES 5,461,903

521,711 /:U?f":”
— ,d/) s _)f‘% s

@ 504 b( g (509,619) <




HEBER LIGHT AND POWER COMPANY
(AN INTERLOCAL ENERGY SERVICE UTILITY)
DECEMBER 31, 2011

STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS
FOR THE YEA R ENDED DECEMBER 31, 2011

Statement of Revenues, Expenses and Changes in Net Assets (continued)

411,279
593,812

Impact Fees
Capital contributed

TOTAL CONTRIBUTIONS 1,005,091

CHANGE IN NET ASSETS 1,051,987

T TOTALNET ASSETS ATBEGINNINGOFYEAR 2097559
Distributions to owners (206,273) .

TOTALNET ASSETS AT END OF YEAR s 21,821,304

The accompanying notes are an integral part of these financial statements.
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HEBER LIGHT AND POWER COMPANY
(AN INTERLOCAL ENERGY SERVICE UTILITY)

DECEMBER 31, 2011

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2011

CA SH FLOWS FROM OPERA TING A CTIVITIES
Receipts from customers
Payments to suppliers
Payments to employees

NET CASH FLOW S FROM OPERA TING A CTIVITIES

CASHFLOWS FROM INVESTING ACTIVITIES
Interest income

NET CASH FLOW S FROM INVESTING ACTIVITIES

CASH FLOWS CAPITAL AND RELATED FINANCING ACTIVITIES

Impact fees
Capital contributions
Purchase/disposal of capital assets
Principal paid on long-term debt
Interest paid on long-term debt
Distributions to owners
3
NET CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES

$

12,572,290
(7,690,312)

(2,242,665)

411,279
593,812
(4.240.917)
(346,651)

CJ 6&77&:

(509,619) ; ¥

(206,273)

(4,298,369)

NET INCREA SE (DECREA SE) IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR

RECONCILIA TION OF OPERA TING INCOME TO NET CASH
FLOWS FROM OPERA TING ACTIVITIES
Income (loss) from operations
Adjustments to reconcile operating income to net cash
Depreciation
Changes in assets and liabilities
Accounts receivable, net of allowance
Other receivables
Inventory
Accounts payabie
Accrued liabilities
Deferred Revenue

NET CASH FLOW S FROM OPERA TING ACTIVITIES

The accompanying notes are an integral part ofthese financial statements.

: . 11

$

521,711

1,817,617

42,998
(31,866)
38,093
213,579

2,166
35,015

2,639,313

~ O 7,
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\the state of Utah owned by three municipalities.

HEBER LIGHT AND POWER COMPANY
(AN INTERLOCAL ENERGY SERVICE UTILITY)
DECEMBER 31, 2011

NOTES TO FINANCIAL STATEMENTS

NOTE 1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accumulated unpaid vacation and other employee benefit amounts are accrued when incurred
using the accrual basis.

The Cornpany is not subject to federal or state income taxes since it is a political subdivision of

-

The Company considers cash in bank and funds invested with the Public Treasurer’s Investment

——Fund-as-cash-and-cash-equivalents : — : .

For purposes of the Statement of Cash Flows, the Company considers highly liquid investments
to be cash equivalents if they have a maturity of three months or less when purchased.

Inventory is valued at average cost and consists of expendable supplies held for future
consumption or capitalization. The cost is recorded as an expense or capitalized as inventory

items are consumed or put in service.

The Company uses the following procedures in establishing the budget that is submitted to the
State Auditor.

Management submits a proposed budget to the Board of Directors in November.

The Board of Directors approves a proposed budget.
In December the proposed budget is adopted in a public hearing.
The budget is reviewed in the following December and amended (if necessary) ina

public hearing.

R

The preparation of financial statements, in conformity with generally accepted accounting
principles, requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

When both restricted and unrestricted resources are available for use, it is the Company’s policy
to use restricted resources first where permissible, and then unrestricted resources as they are

needed. -

+
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HEBER LIGHT AND POWER COMPANY
(AN INTERLOCAL ENERGY SERVICE UTILITY)
DECEMBER 31, 2011

NOTES TO FINANCIAL STATEMENTS

NOTE 7. LONG-TERM DEBT (continued)

Debt service requirements of the 2002 Series revenue bonds are as follows:

Series 2002
Principal Interest Total
2012 3 190,000 $ 170,005 3 360,005
2013 200,000 162,595 362,595
o 200,000 : 154395—————3M3W0—————---———=
2015 215,000 145,995 360,995
2016 225,000 136,750 361,750
2017-2021 1,285,000 519,350 1,804,350
2022-2025 1,295,000 166,500 1,461,500

$ 3,610,000 $ 1,455,590 b 5,065,590

o

2010 Series Bonds Payable « (o A
LSV
/ _,c\ Ct“’\
During 2010, the Company issued Series 2010 Bonds to pay off the remaining balance of the ,\\ y
Caterpillar Capital Lease and to provide for improvements and additions to the electric e "p,é’g

generation, transmission and distribution facilities of its system.

On November 23, 2010, Heber Light & Power issued $6,525,000 Electric Revenue Bond Series
2010 with coupon interest rates ranging from 3.00 percent to'7.00 percent. $1,675,000'were usgg,
aﬂ

to adva efund the Caterpillar Capital Lease. - y ’71;5,9’
nce refu e Caterpillar Capita e q?';)»)}({" /Ff;,y

Interest payments are due semi-annually beginning June 15, 2011, with the last interest payment ﬂ‘/
scheduled on December 15, 2035. Principal payments are due annually beginning December 15, 4

2011, with the last payment scheduled December 15, 2035.
/) s_;ﬁ &b .o
The Series 2010 Bonds are special obligations of the Company payable solely from and sectired
solely by (a) the proceeds of the sale of Bonds, (b) the Revenues, and (c) all Funds established by
the Indenture including the investments thereof. The pledge of the Revenues is subject to (1) the
prior payment from Revenues of the Operation and Maintenance Costs of the System, (2) any P
b

22 f}’(cf‘("
' “"'@Weﬁ’(‘;@”’s_‘:/ . )



B Debtservicerequirements-of the 2010-Series revenue bonds-are-as-follows: —

HEBER LIGHT AND POWER COMPANY
(AN INTERLOCAL ENERGY SERVICE UTILITY)
DECEMBER 31, 2011

NOTES TO FINANCIAL STATEMENTS

NOTE 7. LONG-TERM DEBT (continued)

required rebate of investment eamings to the United States of America, and (3) the application of
the Revenues and Funds for the purposes permitted by, and on the terms and conditions set forth

in the Indenture.

The Indenture provides that a Reserve Fund Surety Bond be purchased to eliminate the need for
a fully funded Debt Reserve Fund. The premium for the Surety Bond was paid from the original
disbursements of the Bond proceeds.

Series 2010 #.5 e
Principal Interest Total 140,50 ®
2012 65,000 283,225 348,225 . N
2013 65,000 281,275 346275 S, ST
2014 75,000 279,325 354,325
2015 70,000 277,075 347,075
2016 70,000 274,275 344,275
£ 2017-2021 410,000 1,325,775 1,735,775 S
5 2022-2026 1,065,000 1,208,875 2,273,875 -9-’%;‘%;%
5 2027-2031 2,255,000 816,952 3,071,952 “’65,;_ 0. T
£/ 2032-2035 2,200,000 255,938 2455038 ~ #A €M, 7
$ 6275000 § 5002715 $. 11277715 P g

Included in the interest amounts are reductions associated with Build America Bonds subsidies.

The Company pledges income derived from the sale of electricity to repay the series 2002 and
2010 bonds. The bonds are payable solely from electric customer net revenues and are payable
through 2025 and 2035, respectively. Annual principal and interest payments are expected to
require less than ten percent of the total annual electricity sales.

6y 3752

1k e
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HEBER LIGHT AND POWER COMPANY
(AN INTERLOCAL ENERGY SERVICE UTILITY)
DECEMBER 31, 2011

NOTES TO FINANCIAL STATEMENTS

NOTE 8. OTHER POST EMPLOYMENT BENEFITS (OPEB)

The Company has implemented the provisions of Governmental Accounting Standards Board
Statement 45 (GASB Statement 45).

Plan Description

The Company participates in the Public Employees Health Program (PEHP) and offers medical
insurance coverage to those employees who retire with over 25 years of service. The Company
will pay the costs of the employee’s medical insurance for 5 years from the employee’s
retirement date, or until the employee reaches age 65, whichever comes first. If the employee

_retires with 30 or more years of service, the Company will pay the employee’s medical insurance

until the employee reaches age 65.

Funding Policy

The Company meets the standard as set forth in GASB Statement 45 by providing an estimate of
the future costs associated with the medical insurance premiums and discounting the cost of the
projected premiums to present value. To calculate this estimate, the Company uses the
Alternative Measurement Method instead of obtaining actuarial valuations. The Alternative
Measurement Method is an acceptable method of calculation for companies with fewer than 100
plan members. The Company has not funded the cost of these benefits but, rather pays the

premiums from current revenues.

Annual OPEB Cost and Net OPEB Obligation

The Company’s annual OPEB cost is calculated based on the annual required contribution of the
employer (ARC). The ARC represents a level of funding that, if paid on an ongoing basis, is
projected to cover normal costs each year and to amortize any unfunded liabilities (or funding
excess) over a period not to exceed thirty years. The following table shows the components of
the Company’s annual OPEB cost for the year, the amount actually contributed to the plan, and

changes in the Company’s net OPEB obligation:

Annual Required Contribution . $ 82,765
Interest on Net OPEB Obligation 4,315
Annual OPEB Cost 78,450
Contributions made 24,633
Increase in Net OPEB Obligation 53,818
Net OPEB Obligation at begninng of year 276,400
Net OPEB Obligation at end of year / $ 330,218
25
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HEBER LIGHT AND POWER COMPANY
(AN INTERLOCAL ENERGY SERVICE UTILITY)
DECEMBER 31, 2011

NOTES TO FINANCIAL STATEMENTS

NOTE 8. OTHER POST EMPLOYMENT BENEFITS (continued)

The Company’s annual OPEB cost, the percentage of annual OPEB cost contributed towards the
Unfunded Actuarial Accrued Liability (UAAL) of the plan and the Net OPEB Obligation are

provided in the table below:

Year Ended Annual OPEB Percentage of Annual Net OPEB

Cost OPEB of UAAL Obligation
12/31/2006
—12/31/2007 NS -
12/31/2008 § 117,171 12% $ 117,171
12/31/2009 71,657 7% 188,828
12/312010 87,572 % 276,400

12/31/2011 53,818 6% 330,218 §

Funded Status and Funding Progress
C;;o_f[,)gcember 31, 2011, the actuarial accrued liability (AAL) for benefits was $977,814, all ¢
W

The projection of future benefit payments for an ongoing plan involves estimates of the value of
reported amounts and assumptions about the probability of occurrence of events far into the
future. Examples include assumptions about future employment, mortality, and the healthcare
cost trend. Amounts determined regarding the funded status of the plan and the annual required
contributions of the employer are subject to continual revision as actual results are compared
with past expectations and new estimates are made about the future.

Methods and Assumptions

The methods and assumptions used include techniques that are designed to reduce the effects of
short-term volatility in accrued liabilities and the value of assets, consistent with the long-term
perspective of the calculations. The following simplifying assumptions were made:

Retirement age for active employees—Based on the historical average retirement age for the
covered group, active plan members were assumed to retire at age 60, or at the first subsequent
year in which the member would qualify for benefits.
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