COUNCIL DECISION REQUEST

SUBJECT: Airport Lease

MEETING DATE: June 7, 2007 PAYSON GOAL: NEW: EXISTING:
ITEM NO.: TENTATIVE SCHEDULE:

SUBMITTED BY: Fred Carpenter AMOUNT BUDGETED: N/A

SUBMITTAL TO AGENDA EXPENDITURE REQUIRED: N/A

APPROVED BY TOWN MANAGER
CONT. FUNDING REQUIRED: N/A

re

EXHIBITS (If Applicable, To Be Attached):
Draft lease

POSSIBLE MOTION:

I move to direct staff to issue a call for bids for lease of Payson Municipal Airport to an independent non-profit
corporation.

SUMMARY OF THE BASIS FOR RECOMMENDED MOTION:

At the March 8 special meeting, Council approved a motion directing the Town Manager to explore the possibility of
entering into an airport lease with an independent non-profit corporation. Staff has concluded it is feasible to lease
the airport to such an organization. However, it is necessary to obtain FAA and ADOT Aeronautics approval of the
lease. We held a telephone conference with both agencies on May 1 during which several issues were resolved. We
have yet to receive written confirmation regarding the agencies’ approval but hope to receive it soon.

State statutes require that the lease be bid and that the bid be advertised for not less than 30 nor more than 60 days
before the date set for submission of bids. Staff is confident enough that we will receive FAA and ADOT approval

soon that we believe we issue the call for bids, with a written caveat that there could be changes if required by these
two agencies.

PROS: (1) With a lease, the Town’s direct daily operational responsibility for the airport will be greatly diminished;
(2) With a lease, the Town’s budgetary commitment to the airport for operational purposes will be greatly diminished

CONS:

PUBLIC INPUT (if any):
BOARD/COMMITTEE/COMMISSION ACTIONS/RECOMMENDATIONS (if any) (give dates and attach

minutes):
JUN 0 7 2007 H. 2



AIRPORT LEASE AGREEMENT
BETWEEN

AND THE TOWN OF PAYSON

May 1, 2007 Draft
[awaiting FAA & ADOT
opinion letters]
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AIRPORT LEASE AGREEMENT
BETWEEN

AND THE TOWN OF PAYSON
RECITALS

WHEREAS, the Town of Payson (“Town”) owns certagalrproperty and operates a
general aviation municipal airport (the “Airport”); and

WHEREAS, the Town wishes to lease to , an Ariaarar ofit
corporation (“Lessee”), certain portions of the ggalperty, certain improvements on the real
property, and certain personal property; and

WHEREAS, the Town seeks to ensure the viability hef Airport as a self-supporting
enterprise and to ensure that the Airport continues tondnaged and administered in a manner that
will secure the Town's current and future fiscal inteireghe facility; and

WHEREAS, the Town has received numerous Federal angl @tatts for the Airport and
seeks to ensure that all of the assurances and requisepfienich grants are met; and

WHEREAS, LESSEE is a non-profit corporation formeddgport or air terminal
purposes: and

WHEREAS, the Parties are authorized to enter into thisement pursuant to A.R.S.
§828-8423 through 8425,

NOW, THEREFORE, IT IS AGREED AS FOLLOWS:

1. Parties. The parties to this Airport Lease Agreement (“tleade”) are both Town and
Lessee described above (collectively, the “Parties”).

2. Effective Date and Term.

2.1  This Lease shall be effective on the date thePlagly signs it and shall continue in
full force and effect until June 30, 2037 unless otherwiseinated as provided
herein.

2.2 The Lessee may, at its option, extend this Leasanfadditional term of twenty
(20) years by providing the Town with written noticeatefintention to extend for
such additional term no earlier than January 1, 2037 araterothan March 31,
2037; provided, however, that any such renewal shall coniffiythe extension
provisions of A.R.S. § 28-8425, as amended.
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3. Lessor/Town’s Consideration.

3.1

3.2

3.3

Airport Lease

Town shall lease to Lessee the following:

1.

All of the real property together with the improvensettiereon described
on Exhibit A attached hereto{the“LeasedPremiseghe term “Leased
Premises” shall include the real property and improvesrigwgireon
described in this Paragraph 3.1 that are included in thisd,.g¢ogether
with such real property and improvements which may tladed in this
Lease at a future date.

The real property and aircraft hangars constructedahex® described in
Exhibit B on the first dav of the month aftﬂrsueh—trme—aﬂte Town of
Payson, Arizona; 3

ant$440,000 Taxable Exmse Tax Revenue Obllgatlons Serles 2083B ar
paid in full and the Town’s obligations thereunder arey fditisfied. _It is
ant|C|pated that such obllqatlons will be fully sattstfle October of 2009

|0

|

45.

The Town Yard Iocated at 1002 West Airport Road, as moteparly
described in Exhibit C, (“the Town Yard”). On August 31, 204Ben the
Federal Aviation Administration (“FAA”) and the ArizarDepartment of
Transportation, Aeronautics Division (“ADQOYassurances relating to the
Town Yard expire, the Town Yard shall no longer be sl this Lease
or included as part of the Leased Premises. Duringrtigethiat the Town
Yard is included in the Lease, Lessee shall enteraintbcontinue a
sublease with the Engineering Department of the Towagéon for the
Town Yard with annual rent in the amount of $ in
substantially the form of the sublease attached abiEKh

Any and all property acquired by the Town pursuant to the 2008-2012
Airport Capital Improvement Plan (the “ACIP”) as showrExhibit E
attached h ereto.

All of the personal property described in Exhibit Faelted hereto (“the
Leased Personal Property”).

During the term of this Lease, the Town shall agsigressee all of its interests in
those existing Airport leases described in Exhibit @dhted hereto. If the Town
has received any rents which ' were paid to the Towm twithe effective date of

this Lease, the amount of such rents attributablbdditme period for which the

Lessee has been assigned the Town'’s interest ineasds! shall be prorated and

forwarded to the Lessee.

The Town commlts to prOV|d|ng=re—'Fown—s—|aoﬁ|0ﬁ—of—matehrng—funds—faH




showrnExhibit DattachedheretButinnocase,shal-the Ffown'sregtired

contributionexceedts——— .
1. the Town’s portion of matching funds for all projectsdd in the ACIP;
2. the Town’s portion of matching funds (or the full cdshatching funds

are not available) for all projects included in the RapBafety Team
recommendations, attached as Exhibit H; and

the Town’s portion of matching funds for the Airport MexsPlan Update
to be complete by the end of 2008.

|0

4, Lessee’s Consideration.

4.1

Alternate 4.1

Alternate 4.1

4.2

Airport Lease

Lessee shall pay to the Town the sum of and 00/100 ($___ r.0&me
The first payment shall be made on or before July 1, 28@8subsequent
payments shall be made on or before July 1 of eachexliogeyear during the

term of the Lease. If the option to extend set forgharagraph 2.2 is exercised,
the Parties will negotiate a fair rental at thatetinif the Parties cannot agree on a
fair rental, the option to extend shall be cancelledithe Lease shall be
terminated.

Lessee shall pay to Town the sum of $ per year for thefirst
years of this Lease; $ per year for the next
years of thisLease; and $ for the last

years of this Lease.

The Lease payment shall be increased during each of the [ second through third]
years of this Lease as follows: [e.g., consumer price index].

As additional rental to the Town, Lessee shalbé#isteand maintain an Airport

Improvement Fund to be used directly for airport improvemenfor matching

funds for any grant-funded airport improvement. Lesse¢ ddjabsit in the

Airport Improvement Fund its gross revenues, from whatewerce derived, after

deducting the following:

1. Lessee’s expenses directly attributable to the operafithe Leased
Premises.

2. Interest at the coupon or stated rate upon Lesseetsuadity) bonds
issued for improvements to the Leased Premises.

3. Amounts required to be paid into sinking funds annuallytferrédemption
of sinking fund-bonds issued for Airport improvements.

4, Amounts required for serial maturity of bonds issued fgvokt
improvements.

5. Amounts required to pay principal and interest on allradbéstanding
obligations incurred or assumed by Lessee for Airportowvgments.

6. A reasonable amount for operating and maintenancevesse
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4.3 During the term of this Lease, Lessee shall per&ilrof the Town'’s obligations
under those leases described in Exhibit G attachedoheret

4.4  Upon 24 hours notice, Lessee shall allow the Tovimsizect any and all Leased
Personal Property and any and all portions of the IdeBsemises, including any
improvements thereon existing as of the date of tb&sk, or constructed after the
effective date of this Lease.

4.5 Lessee shall comply with the ACIP.

4.6 Beginning in the Town’s fiscal year after the realgmdy and aircraft hangars
described in Exhibit B are included in the Leased Preanmsesuant to paragraph
3.1(2), the Lessee shall annually pay to the Town teetén thousand dollars
($10,000.00) of revenue generated by such real property andtdirsrgars.
Such payments shall be made annually until the totaliatmaid pursuant to this
paragraph equals $241,970.00. The Lessee shall have the mggitéadditional
and/or early payments toward the $241,970.00 without penalty.

4.7 The Town shall use any and all funds received by thenTioam Lessee pursuant
to this paragraph 4 for ACIP matching funds, to pay foilRheway Safety Team
recommendations, or for any other Airport purposes.

5. Airport Operations.

5.1  Public Use and Non-Discrimination. Lessee agreepé¢oate the Airport for the
use and benefit of the public, to make available adoairfacilities and services to
the public without unjust discrimination and to reframnfrimposing or levying
excessive, discriminatory or otherwise unreasondizeges or fees for any use of
the airport or its facilities or for any airport siee Lessee agrees to provide space
on the Airport, to the extent available, and to gragiits and privileges for use of
the landing area and facilities of the Airport to allldiea persons; firms and
corporations desiring to conduct aeronautical operatiarie@Airport. Lessee
further agrees to promptly notify the Town, in writimd,any complaints received
pertaining to any alleged violations of this Paragraph.

5.2 Rates and Charges.TAe existingschedule of lease rates and other applicable
airport charges shaII remain in effect until the Le%opts new rates and
charge Hteaselessee
will provide written notice to the Town its citizerand the current Airport users
of any proposed changes in the schedule no less thatyt{28h days prior to
their proposed implementation date and shall provide andedeschedule prior to
implementation of any such changes.
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5.3

5.4

Airport Lease

Administration and Promotion of Airport Operationsskee shall actively
supervise and direct the operation and development ofitherAand the Leased
Premises subject to the following terms and conditions:

1. It is the expectation of the Town that the Airpoitt @perate as a self-
supporting enterprise without financial subsidies or gplagments by the
Town except as expressly provided herein.

2. Lessee shall operate the Airport in a prudent and bsBkgesanner
commensurate with a general aviation airport and pretientommission
of waste, extravagance, and unsound business practices.

3. Lessee shall diligently promote aeronautical acts/giethe Airport, seek
to secure sub-tenants who wish to base aeronautteaties at the
Airport, and promote other types of revenue producing detvas
appropriate.

Airport Safety and Regulatory Compliance. Lessee gpallate the Airport safely
and in compliance with all Local, State and Federal eggryf requirements. In
furtherance of this obligation Lessee agrees to:

1. Take active charge of the management and supervisarpoft activities,
to include the establishment of written field rules attter pertinent rules
and regulations as authorized by law, rule or regulation;

2. Abide by, comply with, conform to, and enforce all agtile Federal,
State, County, and Town statutes, orders, rules, reguatmd
ordinances which in any manner affect the use or tiparaf the Airport,
including, but not limited to existing or hereinafter etea rules and
regulations of the FAA or any succeeding agency thereof;

3. Inspect the Leased Premises including, but not limitethéorunway,
landing areas and taxiways and the lighting thereof, Ava@Swind socks
on a regular basis, repair, and correct any condit@sining minor and
immediate repairs, and promptly advise the Town or itgdated
representative of any major disrepair or hazardous ¢onsliand maintain,
at Lessee's expense, the lighting of the runway, lasd@gs, and airport
beacon during hours of darkness;

4. Operate the airport in accordance with the obligatiditke Town to the
Federal Government and/or the State Govern@e®inumerated in
applicable grant agreements, deeds of conveyance, statiessor
regulations, including but not limited to those grantedish Exhibit |
attached hereto.

5. Mark any temporarily unusable areas of the airport keithflags or
equivalent markers during’daylight hours and with suitabisnitiation or
reflective devices at night.
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5.5

5.6

Airport Lease

Grant of Exclusive Rights Prohibited. Lessee undaistand agrees that nothing
contained herein shall be construed to grant or auththe granting of any
"Exclusive Right" within the meaning of Section 303 & ivil Aeronautics Act
of 1938 as amended except as expressly permitted by apphealgeal statute,
rule or regulation.

Nondiscrimination and Affirmative Action Programs.
1. Lessee will not unlawfully discriminate against anysperincluding, but
not limited to the following:

A. No person shall be excluded from participation in, detie
benefits of, or otherwise be subjected to discrimimai the use of
the Airport on the basis of race, color, sex orareti origin.

B. In the construction of any improvements on, oveurader the
Airport or the furnishing of services thereon, no pessshall be
excluded from participation or otherwise subjected to
discrimination on the basis of race, color, sexatromal origin.

C. Lessee shall maintain and operate the Airport inptiance with all
other requirements imposed by Title 49, Code of Federal
Regulations, Department of Transportation Subtitle Ac®bDf the
Secretary, Part 21, Nondiscrimination in Federally #issi
Programs of the Department of Transportation-Effechnatf Title
VI of the Civil Rights Act of 1964, and as said regulatioras/ be
amended.

2. Lessee shall insert the above nondiscriminationigioms of this Paragraph
in any sublease, license or other grant of autharignty person, firm or
corporation to provide accommodations and/or servicéset@ublic at the

Airport.

3. Any sublease, contract or agreement entered intolation of the above
nondiscrimination provisions shall be void.

4, Lessee will, to the extent required by statute, regulatr rule, undertake

an affirmative action program as set forth in 14 C.IR&t.152, subpart E
to ensure that no person shall be excluded from parimipit any
covered employment activities or participation in arefpt of any services
or benefits of any program covered by this subpart.
5. Lessee shall not act arbitrarily withpexst to any Airport lessee or
sublessee, pdtlessee or sublessee, or user.

6. Lessee shall not grant an exclusive riglaintplessee or sublessee.
7. Lessee shall-not deny access to the Aitpaahy person, firm or
organizatioitheut reasonable basis.
8. Lessee shall not act in violation of féederal_or statgrant assurances
heretofore or hereafter made by the Town or by leesse

9. Where required, Lessee shall fully comply whih National
EnvironmentalliBy Act, as amended.

10. Lessee shall use its best efforts to mitigmteaft and airport noise.

11. Lessee shall not use any part of the Leasedis&s which is subject to

federal or stgrant assurances for a non-airport use.
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5.7

5.8

5.9

Airport Lease

12. Lessee shall establish rates and chargeartheeasonable and
nondiscriminatory and that are in conformity with FAgolicy regarding
airport rates and charges.

13. Lessee shall not expend airport revenue for purposestbémeoperations,
maintenance, promoticthe-eperatingand capital costs of the Airport.

14. Lessee shall comply with FAA Order 5190-6, Airp@dsnpliance

Handbook.
15. Lessee shall operate the Airport in a matirarmakes it as self-
sustaining assius.
16. Lessee shall maintain a current Airport luayelan.
17. Lessee shall fully comply with each and e¥egeral and Staggrant
assurance made by the Town or by Lessee.
18. To the extent required by federal law, Leskaé fully comply with 69

C.F.R., Part 28 &art 26 (Participation by Disadvantaged Business
Enterprisedimort Concessions and Department of Transportation
Financialsfstance Programs).

Utilities. Lessee shall pay all charges for gasewalectricity, sewer, telephone,
cable, refuse, or any other utility service furnishedit used in connection with
Lessee's activities or obligations pursuant to thiséea

Rules and Regulations. The Town’s current Airport RaesRegulations will
continue in effect until new Rules and Reqgulations ar@tadio Within eighteen
stx months (18) of the effective date of the Lease, Lessee stalpiairport rules
and regulations which shall address, at a minimum:

Prohibited conduct on the Airport.

Environmental management.

Traffic and ground transportation.

Aircraft operating restrictions.

Noise abatement recommendations.

Ground movement of aircratt.

Security.

Movement of vehicles on the airfield.

Fuel storage and handling.

©CoNoOrWDNE

Lessee will provide written notice to the Town, iiizens, and the current
Airport users of any proposed_changes in.the Rules and Regslao less than
twenty (20) days/prior to their proposed implementation.date

Airport Minimum Standards. The Town’s current Airpilihimum Standards
will continue in effect until new Airport Minimum Standis are adoptedWithin
eighteerstx months (18) of the effective date of the Lease, Lessee stajpta
Minimum Standards which shall address, at a minimum:

1. Full-service fixed base operators.
2. Specialized aviation service operations.
3. Air taxi and charter services.
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Fuel service.

Aircraft maintenance and repair.
Aircraft sales and rentals.

Flight training.

Flying clubs.

© NGk

Lessee will provide written notice to the Town, itszens, and the current
Airport users of any proposed changes in the Airport Minnbtandards no less
than twenty (20) days prior to their proposed implemeniatate.

6. Airport Development'and Improvement.

6.1

6.2

6.3

6.4

Airport Lease

The Town shall have no present or future duty, redpiitysior obligation for
alterations, capital improvements or maintenancéherLeased Premises except
for those contributions-fetrthe-2668-2612-ACtHsastforth in Paragraph 3.3.

Lessee shall prepare and, as necessary, update adiveeyelopment/capital
improvement plan and shall'provide a copy of the plan andeptathe Town
for approval prior to submitting to the FAA or undertakimy anprovements or
other development activities.

Lessee shall advise the Town prior to the preparafiptans or specifications or
selection of any architects, engineers or sublesseasnection with any
alteration, capital improvement or maintenance praojéttt a cost in excess of
twenty thousand dollars ($20,000.@6h-theusand-dottars{$16,666-00he

Town shall have the right to review and approve pladssgecifications and to
participate in the selection of such architects, eeggand sublessees. The Town
may elect to participate in the oversight and manageaignbjects to the extent
that it deems necessary to protect its interest.PErges may develop a
management plan for individual projects specifying thesrafed responsibilities of
each Party.

In the erection, improvement and repair of all bugidjrstructures, works,
runways, improvements, fixtures and personal propertyinafodnishing supplies
and materials for same or for other use by the Ldszé@ag a value in excess of
ten thousand dollars ($10,000.00), Lessee shall advertisil$oiob the work
contemplated and for furnishing such supplies and matenidlisteall require
sealed bids or proposals. Any such contract shall lie bbie lowest, responsive,
responsible bidder. Where appropriate, the Lessee neay edljbids and re-
advertise for new bids. Agreements for the purchase adgjand services in
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6.5

6.6

6.7

excess of $10,000.00 are subject to prior approval by the Thessee shall fully
comply with the provisions of Arizona Revised Statufietie 34.

Lessee shall provide funds as necessary to expandyergnd develop the
Airport and to relocate or replace existing faciliiie®r on any of the Leased
Premises except those items as shown on the AGtBnes on the Runway Safety
Action Plan as set forth in Exhibit H.

Lessee shall have the right to issue bonds and itioeir obligations to the extent

permitted by law subject to the following conditions:

1. No bonds issued by Lessee shall be a lien or chargethpdeased
Premises.

2. The Lessee shall not assign, mortgage, pledge, hypatheacahcumber
this Lease or any portion of the Leased Premisegeaseexpressly set
forth herein.

3. Bonds issued or other obligations incurred or assumeedsek for the
Airport shall not be obligations of the Town. Lesskall have no power
to pledge the credit of the Town in any way.

Any and all building, development, or improvements enLttased Premises shall
be subject to all of the Town’s then existing Zonidgsign Review, and all other
regulations contained in the Town Code or the Town'fiddhDevelopment
Code.

7. Routine Maintenance and Repairs.

7.1

7.2

7.3

Airport Lease

Lessee shall be responsible for the conditionet#ased Premises, including the
Airport as well as all improvements, fixtures and peaspnoperty thereon,
whether now on the Leased Premises or hereafter adeleske shall make all
necessary repairs, inside and outside, structural orvafigeso as to maintain the
Leased Premises in good order and condition and to keepaghamoperational
general aviation airport during the term of this Lease.

Lessee shall be responsible for all routine maames and repairs of the Leased
Personal Property.

Should Lessee fall to discharge its obligations afogétin this Paragraph 7, the
Town reserves the right, but shall not be obligatemamtain and keep in repair
the Airport or any other portion of the Leased Presnmethe Leased Personal
Property in order to protect its interest and/or to gigmwith obligations arising
from federal or state laws, rules, grant agreementsh@r agreements or to
allocate funds to be used by Lessee for such purposessileerwise expressly
provided in this Lease or by other properly-authorizett&riamendment, lease or
agreement between the Parties, any such expenditucesimaale, shall become
obligations of the Lessee due and payable upon demand Hgwre
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8. Consultation. The Town, as owner of the Airport, has an ongoitgy@st in proper
performance of management and administration actiatiélse Airport. In furtherance
thereof, Lessee agrees to consult with the Town'giol®d representatives on matters of
planning, policy development, management and administratidrshall provide such
periodic activity reports as may be requested by the Town

9. Ownership and Revenue of the Leased Premises and Leaseztd®nal Property.

9.1 Title to all buildings and structures on the Leased Besnshall remain with the
Town. Title to any additions made to such buildings andtgires by Lessee or
any of its subtenants shall vest in the Town immedtjiatpon their construction or
installation. No building, structure or addition shallbmoved from the Leased
Premises without written consent of Town unlessehsd, permit, license, or
other agreement under which the building, structure or additas affixed to the
land provide a right of removal and said lease, perméndge or other agreement
was presented to and approved by the Town before tgtedén the Town.

9.2  Title to all Leased Personal Property shall remim the Town. Any Personal
Property purchased by Lessee, shall at the end of¢hselvest in the Town.

9.3 Lessee shall be entitled to all revenue generatéiedyeased Premises, the
existing leases thereon, and the Leased Personal Broper

10.  Existing Leases and Agreements.

10.1 This Lease and the Leased Premises shall be stabjbetterms and conditions of

the following:

1. Any existing leases upon the Leased Premises as @ektrigxhibit G,

2. Any agreements applicable to the Leased Premises@athddsn Exhibit
J, attached hereto, and

3. Any grant'assurance agreements open or closed and areyduant

agreements between the Town and the United Statesefi¢a, the State
of Arizona or any other funding entity as describedxhilit K, attached
hereto, and as hereafter made.

10.2 The Town assigns to Lessee any and all interddigations, and responsibilities
in all existing leases and agreements applicable tbaased Premises.
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11. Subleases.Lessee may sublease any portion of the Leased Rsesuibject to the
following restrictions:

111

11.2

11.3

11.4

115

11.6

11.7

11.8

11.9

11.10

11.11

Airport Lease

No sublease shall violate any term of this Lease.

All subleases shall specifically state that thesée's grant of authority at the
Airport and over the Leased Premises is subject tpribvsions of this Lease.

All subleases shall specifically state that ifgdhblease or a term of the sublease
violates this Lease, the sublease or such term ofsusbase is void.

No sublease shall extend beyond the term of thiselea

Lessee shall submit all proposed commercial subldzsesre longer than one
year365-¢aysn duration to the Town for approval prior to executiyrthe
Lessee.

Lessee may submit noncommercial and short termesesléo the Town for
approval prior to execution.

The Town shall consider and approve or disapprove #lesds submitted to it
within thirty (30)45 days. If the Town does not take action on a subledhin
thirty (30)45 days, it shall be deemed approved.

Subleases submitted to the Town for approval shéakioosm provision stating
"This sublease shall not be effective until approveddyn of Payson.”

All subleases approved by the Town are not assignpblesublessee without
written permission of the Town. Each such subleasesagret shall include a
written provision that any action that purports tog@sshe sublease without the
written approval of the Town shall be void and shathediately terminate the
sublease.

If the Lessee’s interest in this Lease terminaties to the date specified in any
Town-approved subleases, the Town shall assume theelspssition and such
subleases shall continue in effect until their exmpratiates, subject to other
relevant terms and conditions of individual subleases.

Subleases shall be restricted to such area asadiyactquired for the conduct of
the sublessee's business activities. No subleasesbaipass so large an area as
to prevent other sublessees from providing competitivenaetical facilities or
services.
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11.12 No sublease shall be granted for less than adequdtél andsideration. Such
consideration may take the form of monetary paymessedl as the construction
of suitable permanent improvements and such other inskindces as may be
appropriate. Lessee shall establish sublease basearatshall utilize a
competitive bidding process for the award of subleasasamkabove the base
rate if it is determined that such a process is requiydavi

11.13 Lessee shall ensure that all commercial sublegsaade reasonable minimum
levels of service. Minimum service specifications aathpliance requirements
shall be set forth in sublease solicitation documantgor sublease agreements.

11.14 The Town reserves the right to direct Lessee tcetanterminate any sublease
for any of the reasons that this Lease may be dadaa terminated.

12.  Lessee’s Organizational Requirements.

12.1 Lessee shall be organized as a Nonprofit Corporatider the Laws of the State
of Arizona and shall remain in good standing as such dthiaterm of this Lease.

12.2 At all times during the term of this Lease, a majooityhe membership of
Lessee’s Board of Directors shall either be (adesss of the geographic area
served by the Airport.or (b) persons owning a businessad property within the
geographic area served by the Airport.

12.3 The members of Lessee’s Board of Directors shalesstaggered terms not
exceeding four years. No member of Lessee’s Boardretfors shall serve
more than two consecutive terms.

1224 No person may serve on the Lessee’s Board of Directioless approved by the
Town prior to election or re-election. The Town shaview the list of persons
submitted for consideration for the Board of Dlrecimd shaII approve or
disapprove each name submittesk
submﬁfed—hst—ﬁames—ef—pefsmas—ap*pfeved—bﬁhe—'r Bmgraphlcal |nformat|on

shall be provided for each candidate for electior-witethilemittedbytessee or
the—TFown.Lessee shall establish procedures for selection amolved of its Board

of Directors consistent with this provision and simlude such procedure in its
Bylaws.

OW

12.5 Lessee shall be subject to the Arizona Non-Profitp8Gmation conflict of interest

rules as set forth in A.R.S. 8§10-3860 et. seq. (Directasislicting Interest
Transactions).
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1246 Lessee shall post in three prominent locations witignTown limits of the Town
of Payson and shall provide Town with notice of alk®Board’s scheduled
meetings. The scheduled meetings shall be open to the. publ

1257 Lessee shall maintain its records as public recordshenpublic shall have the
same right to such records as it has under A.R.S. 839-18dget(Arizona Public
Records Law) and the Arizona cases interpreting sutiitsta

128 Lessee shall institute a substance abuse policy femfdoyees that is at least as
strict as the Town'’s substance abuse policy.

128 No person serving on Lessee’s Board of Directors shadlive compensation.
This paragraph shall not preclude reimbursement for raeboaxpenses.

13. Lessee’s Accounting and Required Reporting.

13.1 Lessee shall keep complete and accurate books, rendrdsaunts in regard to
the financing, refinancing, construction, operation mathtenance of the Airport
from which all revenues and expenses can be readilyndatzl. Such books and
records shall be open to inspection by the Town durigglae business hours.

13.2 All accounts related to Lessee's operations pursudmstbease shall be audited
annually at Lessee's expense, by a certified publicuatant. Selection of the
auditor shall be subject to the approval of the Townopy of the draft audit
report shall be provided to the Town no more than 120 alégtsthe conclusion
of the Lessee's fiscal year. A copy of the final atefiort, together with Lessee's
written responses to the audit findings, shall be provide¢tle Town within 175
days of the conclusion of Lessee's fiscal year. Hespested by the Town,
Lessee's Board of Directors and/or administrator shedit with the Town to
review the audit findings. In the event that eithethefaudit reports are not
provided by the specified deadlines, the Town may, aipiti®n, commission or
complete the annual audit and charge the cost to' LeHfsaay audit reports
serious financial mismanagement or theft, this Leasg be immediately
terminated by Town and in such event Lessee shalllexiteased Premises and
Town shall reenter the Leased Premises and take peeatmon of the Airport.
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budget,a complete report summarizing the flnancmg reflnagmnnstructlon
operation and maintenance of the Leased Premisesefqripr fiscal year. The
Annual Report shall be in a form acceptable to the M ow

1394 Lessee shall, not later than thirty (30) days aftereffective date of this Lease,
establish and fund a reserve account in an amountssothan $10,000.00.
Lessee shall maintain such reserve account in suchrdrdaring the term and any
extended term of this Lease and shall use such fundg soleind needed
maintenance expenditures for the Leased Premises.

14.  Approval by the FAA and ADOT. This Lease shall have no legal effect and shalbeot
binding upon the Parties until the Parties have rec@iwagbinion letter fromwritten

approvatofthistease-liyoth the FAA and ADOT indicating that each does nggailio
this Lease

15. Insurance.
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Without limiting any liabilities or any other obligatis of Lessee, Lessee shall provide and
maintain, with forms and insurers acceptable to theril maming the Town as an
additional insured, during the duration of this Lease timimim insurance coverage as
follows:

15.1 Workers Compensation Insurance to cover obligatiopesed by Federal and
State Statutes having jurisdiction of its employees andi&yer’s Liability
insurance with a minimum limit of ONE HUNDRED THOUSANDOLLARS
($2100,000).

15.2 Comprehensive General Liability insurance with gimum combined single limit
of TWO MILLION DOLLARS ($2,000,000) each occurrence. Thagyodhall
include coverage for bodily injury liability, property dagedliability, personal
injury liability (including coverage for contractual ansh@oyee acts), and blanket
contractual.. The policy shall contain a severahilitinterests provision.

15.3 Comprehensive Automobile Liability insurance wittoabined single limit for
bodily injury and property damage of not less than FIVENBIRED
THOUSAND DOLLARS ($500,000) each occurrence with respetessee’s
vehicles or any vehicles/included in the Leased Perpooperty, whether owned,
hired, or non-owned, assigned to be used in the perfoemadribe services.

15.4 The policies required by Sections 15.2 and 15.3 shall besexdo include
Town, its elected officials, officers, attorneysdamployees as additional
insureds, and shall stipulate that the insurance affoatettié Town, its elected
officials, officers, attorneys and employees shafbmary insurance and that any
insurance carried by the Town, its elected officiafficers, attorneys, or
employees shall be excess and not contributory inseiranc

15.5 Lessee and its insurers providing the required coverhgkésvaive all rights of
subrogation against the Town and its elected officidigers; attorneys,
employees, and agents.

15.6 Prior to this Lease taking effect, Lessee shalidartine Town with Certificates of
Insurance as evidence that policies providing the requoeerages, conditions,
and limits are in full force and effect. Such cerdifes shall provide that not less
than thirty days advance notice of cancellation, igation, or alteration shall be
sent directly to the Town.

15.7 Town reserves the right to request and receiveiegrntibpies of any or all of the
above policies and/or endorsements.

15.8 Costs for coverages maintained by Lessee shdlencitarged to Town.
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15.9

Every five years during the term or extended terrigiiease, Town may, in
accordance with standard industry practieguire the amounts in this paragraph
15 to be adjusted.

16.  Indemnity.

16.1

16.2

Lessee shall indemnify, defend, and save harmle3othe and all of its elected
officials, officers, employees, attorneys, agentsragentatives and insurers from
any and all claims, demands, suits, actions, proceedrsgs,costs, and damages
of every kind and description, including attorney’s fee¥/@nlitigation expenses,
which may be brought or made against or incurred by tvenTand/or its insurers,
on account of loss of or damage to any property or @guo or death of any
person by reason of or arising out of any act or comdsy Lessee, its employees,
agents, representatives, or sublessees, or arising any defects in the methods,
equipment.or-tools used, or the manner of carrying anagianoperations at the
Airport, or arising out of any act or omission of Lessinder this Lease, or the
use of the Airport by Lessee or any other person, fimnentity, or arising out of
workmen’s compensation claims, unemployment compenselaons, or
unemployment disability compensation claims of emplopéé®ssee or out of
claims under similar such laws.

Lessee shall further indemnify, defend, and save éssrtihe Town and all of its
elected officials, officers, employees, attorneysntgyeand representatives from
any and all claims, demands, suits, actions, proceedirsgs,costs, and damages
of every kind and description, including costs of invesiageand apprehension of
persons involved, attorney’s fees and/or litigation agps, which may be brought
or made against or incurred by the Town arising out y&ah or omission on the
part of Lessee, its employees, agents, representaiivesblessees, or any
operation of Lessee under or as a result of this Lease.

17. Termination.

17.1

Airport Lease

The Town may terminate this Lease prior to itsrakpn date in the event of any
of the following:

1. The filing of a petition for the adjudication of Lessesea bankrupt,
whether voluntary or involuntary.

2. Any general assignment by Lessee.for.the benefitenfitors.

3. Any act or occurrence which deprives the Lessee pemtigof the ability

to perform its obligations pursuant to this Lease exsegpension of
operations resulting from war or national emergencwhith case Town
shall_have the right tdake over operations until such war or national
emergency is over.

4, The material abandonment of operations at the Aiipottessee.
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17.2

17.3

5. Lessee's failure to adhere to any of the terms amdit@mns of this Lease
after notice and opportunity to correct said deficienageprovided in
Paragraph 17.2.

6. An audit reports serious financial mismanagement di. the

Except for defaults and breaches of the Lesseerdaean immediate risk to the
public’s health and/or safety, the Town shall providétem notice to Lessee
specifying the nature of the default or breach and LessakEhave thirty (30)
calendar days from the date of such notice to cornectieéfault or breach. Lessee
shall be granted an additional thirty (30) calendar daysdmpliance in the event
that Lessee furnishes satisfactory evidence thatcibmtinuously and diligently
attempting to correct such default or breach. In tlemteof a default or breach by
Lessee that creates an immediate risk to the pubgelhirhand/or safety, Town
shall provide such notice, which may be written obaéras is reasonable or
appropriate.in‘the circumstances, specifying the natutleeadefault or breach and
terminating the Lease on the Termination Date.

Except for violations of assurances to the FAA or ADBat create an immediate

1734

174

Airport Lease

risk to the public’s health and/or safety, if the Lesseceives written notice of
noncompliance with any assurances from the FAA or ARAd does not take
substantial steps to cure such noncompliance within 1Ringpdays, the Town
shall have the right to cure such noncompliance andjelaty costs associated
with curing such noncompliance to the Lessee. Ifribispossible to cure such
noncompliance, Lessor may immediately terminatelibé&se and re-enter the
Premises.

Lessee may terminate this Lease prior to its-expmadate if the Town fails to
abide by any of the terms and conditions of this Led&#r to such termination,
the Lessee shall provide the Town with written notitéhe alleged violations.
The Town shall have thirty (30) calendar days fromddse written notice has
been given to the Town to correct such default or bredte Town shall be
granted an additional thirty (30) calendar days in thetethan the Town furnishes
satisfactory evidence that it is continuously and dililyeattempting to correct
such default or breach.

In the event of a termination of the Lease, Lesbadl assist Town in immediately
reentering and taking possession of the Leased Preinesese Improvements, and
Personal Property. “Upon termination, all obligatiohsessee under the Lease
shall be prorated to the Termination Date.” Upon paywiethe same, Lessee
shall have no obligations under the Lease after thenifation Date. Town shall
have no obligations to Lessee under the Lease fromaftarthe Termination

Date.
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18.

19.

20.

Modification, Assignment or Transfer.

18.1 No provision of this Lease shall be amended or wibemodified, in whole or in
part, except by an instrument in writing duly executechieyTtown and the Lessee.

18.2 Lessee shall not assign, sublease, or transfeighanytitle, or interest in the
Leased Premises without the express written consehedfown except as
expressly provided in this Lease. The Town shall hseight to deny any
assignment, sublease or transfer for any reasomr oofeeason. Any attempted
assignment, sublease, or transfer in violation sfft@ragraph 18.2 shall be void
and shall immediately terminate this Lease withouhfemtct or formality.

18.3 Nothing in this Lease shall prohibit the Town frassigning or otherwise
transferring.its right, title or interest in the Leds another party or from
assigning its rights and obligations as set forth mltkiase. In the event of such
transfer, it is understood that the Town's successaotarest shall be bound by the
applicable terms and conditions of this Agreement.

Taxes/AssessmentslLessee shall pay, or cause to be paid promptly whenrdle a
payable, all taxes, assessments or any other chbeyerny kind and nature which may be
levied, assessed or imposed in connection with theeldeReemises or Lessee's activities
pursuant to this Lease. Lessee further agrees noote stich taxes, assessments or other
charges to become a lien on the Leased Premisey stranture or any fixture
improvement or other property located thereon. Nothongained herein shall be deemed
to prohibit the Lessee from contesting the validityaprount of any such tax, assessment
or other charge before the appropriate authority or court

National Emergency or Fire.

20.1 During time of war or national emergency, the Tohall iave the-right to enter
into an agreement with the United States Governnegntilitary or naval use of
part or all of the landing area, the publicly-owned awigation facilities and or
other area or facilities of the Airport. If such agjreement is executed, the
provisions of this Lease, insofar as they are instarg with the provisions of the
government agreement, shall be suspended. Any such agtestakkbe at the
sole discretion of and the sole. responsibility of Toeun. The Town may agree
with Lessee to administer or otherwise discharge thenls obligations pursuant
to such agreement on such terms and conditions as nmaythbally acceptable to
the parties.

20.2 During the threat of, the existence of, or follaywnforest fire, Lessee shall agree
to allow the Town to use and the United States F&estice, any other Federal
agency, or any State agency to lease portions ofdhaedd Premises for fire
prevention, fire suppression, or post-fire revegitatotéviies.
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20.3 Lessee shall not require the Town, the State abAa, or the United States, or

any of their agencies or contractors, to purchaseofuether services from Lessee
or any sublessee at the Airport.

21. Condemnation or Acquisition by Others.

21.1

21.2

21.3.

21.4

Airport Lease

In the event that the Leased Premises or anyhgataf, or the right and interest
of Lessee in or to the Leased Premises or any padhshall be condemned,
taken or acquired by a body having superior power of emawngin, any
compensation or award therefore shall be payablecordance with the
provisions of this paragraph 21:

Out of said compensation or award, there shall be@aidssee an amount equal

to the sum of the following:

1. The amount required to redeem Lessee's bonds or topay lagssee's
obligations issued or incurred for the Airport and outstandi the time
title vests in the condemning power at the earliestlatter such decree
of judgment when any such bonds may be called for redemptisuch
obligations may be paid, or if any such bonds or obbgatare not subject
to call or immediate payment, then the amount requireddeem or pay
them at their maturity; less the following items:

A. The assets of any sinking fund established for the
redemption of any bonds or other obligations issued,adsur
or assumed for the Airport, including interest thereon.

B. The proceeds remaining unexpended from the sale of any
and all bonds issued, incurred or assumed for the Airport.
C. Any cash set aside for redemption of bonds issued in
payment of any obligations incurred or assumed for the
Airport.
2. The interest on any such bonds or obligations framat$t interest

payment due prior to the vesting of title in the condempiower up to the
date of such call or maturity;

The call premium, if any;

Any unamortized funds of Lessee, other than bond @r atihiigation
proceeds, of Federal, State or Local grants, expendedpaal
improvements at the Airport.

B w

The balance, if any, of such compensation or avwaltbe paid to the Town, or
to Lessee if Lessee remains intact and viable ahe ifemaining property is
sufficient for Lessee to continue the Airport operation

The amount paid to Lessee as provided herein shalh&vgeth any funds
remaining unexpended for the Airport from the proceedsiptach bonds or
obligations, be set aside in a special fund. If, aftgmeat of redemption of all of
said bonds and obligations with interest and after tdeat®n of unamortized
funds of Lessee as aforesaid, there shall remainadagde in said special fund,
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21.5

21.6

including income and appreciation thereon, and if the Airpan no longer be
operated, Lessee shall pay such balance to the Town.

If the whole of said demised Leased Premises oigiieand interest of Lessee
shall be condemned, taken or acquired, as aforesaidnohiemnther rental shall be
payable hereunder. If only part of the said demised LeRisadises or if only part
of the right and interest of the Lessee is condemagéntor acquired and if such
part is so substantial as to make it impractical to gedavith the operation of the
demised Leased Premises for the Airport, no furtheatshall be payable;
provided, however, that possession of the demised LeaspisEs remaining
shall be promptly surrendered to the Town as if the ,teareof, shall have come
to an end.

If, however, only a part of said demised Leased Pesmisof the right and
interest of Lessee in or to the same shall be condémaken or acquired, and the
remaining is sufficient to conduct the operation thefeothe Airport, the
obligations of Lessee under the provisions of this &eakting to rent as well as
under other provisions of this Lease, shall continuweramain unaffected by such
condemnation, taking or acquisition.

22. Notice and Representatives.

22.1

22.2

All notices, filings, consents, approvals, and otibenmunications provided for
herein or given in connection herewith shall bedkalyiven, filed, made, delivered,
or served if in writing and delivered personally or d@ntertified United States
mail, postage prepaid, return receipt requested, to:

Town: Lessee:
Town of Payson

303 North Beeline Highway
Payson, Arizona 85541
Attention: Town Manager Attention:

or to such other addresses as either party heretoramyime to time designate
in writing and deliver in a like manner. Noticesnfys, consents, approvals, and
communication given by certified mail shall be deemetveleld upon receipt if
sent by certified mail addressed as set forth aboweicé$ delivered personally
shall be deemed delivered upan delivery.

The person specified in paragraph 22.1 shall be the desigearesentative of
each Partyinless a different person is designated in writing.

23.  Applicable Law; Conflict of Interest; Dispute Resolution; Attorneys’ Fees and Costs

Airport Lease
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23.1.

23.2

23.3

23.4

23.5

This Lease shall be governed and construed in accerddéhcahe internal laws of
the State of Arizona, without regard to principles affticts of law.

This Agreement is subject to A.R.S. § 38-511, the tefmbioh are incorporated
herein, and which provides for cancellation of congdy a municipality for
certain conflicts of interest.

Mediation. In the event that there is a disputeuneler which the parties cannot
resolve between themselves, the parties agree #rat shall be a forty-five (45)
day moratorium on litigation during which time the partgsee to attempt to
settle the dispute by non-binding mediation before corogrmaant of litigation.
The mediation shall be held under the commercial mediatiles of the American
Arbitration Association. The matter in dispute sballsubmitted to a mediator
mutually selected by Lessee and Town. In the evenhthlibgarties cannot agree
upon the selection of a mediator within seven (7) déngs) within three (3) days
thereafter, the Town and the Developer shall requestrisiding judge of the
Superior Court in and for the County of Gila, State nzéna, to appoint an
independent mediator. The mediator selected shall hdeash five (5) years of
experience in mediating or arbitrating disputes relatingdse agreements,
preferably involving airports. The cost of any sucldiaikéon shall be divided
equally between the Town and the Lessee. The regulie mediation shall be
non-binding upon the parties, and any party shall betdr@gtiate litigation
subsequent to the moratorium.

Alternatively, any such dispute, controversy, claintcause of action may be
litigated in the Superior Court of Gila County, ArizoriBhe venue for any such
dispute shall be Gila County, Arizona, and both Pactgssent in advance to such
venue and jurisdiction and waive any right to object Gi&t County is an
inconvenient or improper forum based upon lack of venue.

Neither Party shall be entitled to recover froendgther Party any of its attorneys’
fees, costs, expenses, or expert withess fees inaoraeg dispute, controversy,
claim, or cause of action, but each Party shall lgawn costs, fees, expenses,
and attorneys’ fees without contribution from the otRarty, whether the same is
resolved through mediation, arbitration, litigation iocaurt, or otherwise.

24.  No Partnership; No Third Party Beneficiaries:

24.1

24.2

Airport Lease

It is not intended by this Lease to, and nothingamoed herein shall, create any
employment relationship, partnership, joint venturether arrangement between
the Town and Lessee, other than that of Town andekess

No term or provision of this Lease is intended tshall, be for the benefit of any
person, firm, organization, or corporation not a pheseto, and no such other
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25.

26.

27.

28.

29.

person, firm, organization, or corporation shall hamg right or cause of action
hereunder.

Counterparts. This Lease may be executed in two (2) or more copates, each of
which shall be deemed an original, but all of which tbgeshall constitute one and the
same instrument. The signature pages from one or roargerparts may be removed
from such counterparts and such signature pages all attimchesingle instrument so that
the signatures of all parties may be physically atth¢be single document.

No Waiver. No delay in exercising any right or remedy shall taute a waiver thereof,
and no waiver by the Town of a breach of any ofcitnenants of this Lease shall be
construed as a waiver of any proceeding or succeedinghboétlte same or any other
covenant or condition of this Lease.

Non-Appropriation. - Except as provided in Paragraph 3-3(refating-to-the-20668-2012
ACH) nothing herein shall be construed as obligating thenTwexpend, or as involving

the Town in any Lease or other obligation for theifetpayment of money in excess of
appropriations authorized by law and administrativelycalled for this work.

Construction of Lease; Further Documentation.

28.1 This Lease shall be construed and interpreted accadoditsgplain meaning, and
no presumption shall be deemed to apply in favor of onagtie party drafting
this Lease. The Parties acknowledge and.agree thahaadtad the opportunity
to seek and utilize independent legal counsel in the dyadfirreview of, and entry
into this Lease.

28.2 Each Party agrees in good faith to execute such funtlatditional documents as
may be necessary or appropriate to fully carry outritesi and purpose of this
Lease.

Time of Essence; Time Periods.
29.1 Time is of the essence in this Lease and als gfatts.

29.2  Except as expressly provided for herein,-the timpddormance of any
obligation or taking any action under this Lease skatldemed to expire at 5:00
p.m. (Payson time) on the last day of the applicatvie period provided for
herein. If the time for the performance of anygdtiion or taking any action
under this Lease expires on a Saturday, Sunday or legddydhe time for
performance or taking such action shall be extendecetoekt succeeding day
which is not a Saturday, Sunday or legal holiday.
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30. Severability. If any portion of this Lease is found to be invadidch finding will not
affect the validity of the remainder of this Leasd &mthis end the provisions of this
Lease are severable.

31. Authority. The Parties acknowledge and warrant that each ofithedly authorized
and empowered to execute this Lease by and through theluad{s) executing
hereinafter, and to carry out the terms hereof.

32.  Representations and Warranties.

32.1 Lessee’s Representations and Warranties. Les&es tha following
representations and warranties which are agreed totabems material part of the
consideration hereunder, which are true and accuratietlas effective date of this
Lease, and which shall survive the termination of Li@ase:

1.

Airport Lease

Action.. All actions on the part of Lessee which e¥quired for the
execution and performance by Lessee of this Leaseldeareduly and
effectively taken. Lessee has full power and authtwoignter into and
perform its obligations under this Lease. The persrasuting this Lease
on behalf of Lessee have full power and authority tesao

Enforceable Nature of Lease. This Lease constitutegal, valid, and
binding obligation of Lessee, enforceable against leesaccordance with
its terms;

Violations; Consents; Defaults. Neither the executf this Lease nor the
performance hereof by Lessee will result.in any dreacviolation of the
terms of any law, rule, ordinance, or regulation, oarmf decree,
judgment, or order to which Lessee is‘a party now gceffom any court
or governmental body. There are no consents, waigatBorizations, or
approvals from any third party necessary to be obtdigddessee in order
to carry out the intent of and operations contemplayetiib Lease. The
execution and delivery of this Lease and performangsoliéy Lessee will
not conflict with, or result in, a breach of anytbé terms, conditions, or
provisions of, or constitute a default under, or resuliécreation of any
new, or the acceleration of any existing lien, chaogeencumbrance upon
the Leased Premises, or conflict with, or resulhalireach of any of the
terms, conditions, or provisions of any grant agreemhtthe United
States of America to which the Town is a.party;

Governmental Restrictions. There are no resinstor stipulations from
the United States of America, the State of ArizdBidgg County, or any
other governmental authority threatening or impedingut®eof the Leased
Premises by Lessee for Airport purposes;

Compliance. Lessee will comply, in all respectshait laws, ordinances,
rules, regulations, requirements, and orders of fedeas, sir local
governments and/or their agencies with respect td_dase and the
Leased Premises identified herein;
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33.

34.

35.

6. Environmental Matters. Lessee, during the term preatended term of
this Lease, will not itself and will not allow anytdessee, assignee, FBO or
user of the Airport to be in material violation ofyaapplicable
environmental law, regulation, ordinance, or ordernyfgovernmental
entity, including, without limitation, the Comprehensksvironmental
Response, Compensation and Liability Act, as amendediélource
Conservation and Recovery Act, as amended, the Fecleeal Water Act,
as amended, the Federal Clean Air Act, as amendedetiedt Toxic
Substances Control Act, as amended, the Nationald&dmagntal
Protection Act, as amended, and any other federad, statocal laws
relating to contamination or adverse effects on tivirenment; and

7. Financial Ability. Lessee has and will maintaie fimancial capability to
operate the Airport in a fiscally sound and prudent manner.

32.2 Town’'s Representations and Warranties.

1. Authority. Town has full power and authority to en¢o and to perform
its obligations under this Lease. The persons execiltismf.ease on
behalf of the Town have full power and authority to dp s

2. Enforceable Nature of Agreement. This Agreementtitates a legal,
valid, and binding obligation of the Town, enforcealgaiast the Town in
accordance with its terms.

Entire Lease. This Lease contains and sets forth the entireeadldsive agreement and
understanding between the Parties hereto pertaining tsuthect matter, and all prior and
contemporaneous agreements and understandings, writtez,care merged herein.

This Lease may not be rescinded, canceled, termiratpglemented, amended, or
modified in any way whatsoever without the prior wntt®nsent of all Parties to this
Lease.

Binding and Effective. Pursuant to A.R.S. 8§ 28-8425, this Leaseis -binding andiedfec
upon the Patrties.

Right of Flight. There is hereby reserved to the Town, its successorassigns, for the
use and benefit of the public, a right of flight for gassage of aircratft in the airspace
above the surface of the Leased Premises hereimlled$es public right of flight shall
include the right to cause in said airspace any noisganhin the operations of any
aircraft used for navigation.or flight through the sard@ace or landing at, taking off
from or operation on Payson Municipal Airport. The lezsagrees to comply with the
notification and review requirements covered in PartfAiheFederal Aviation
Regulations in the event future construction of a buildinganned for the Leased
Premises, or in the event of any planned modificatioalteration of any present or future
building or structure situated on the leased Leased Premises
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36.

37.

38.

39.

40.

4].

Height Restriction. The Lessee by accepting this expressly agrees fdy itsel
successors, and assigns that it will not erect noripdrenerection of any structure or
object, nor permit the growth of any tree on the kedaremises in violation of the
Town’s Unified Development Code. In the event theedaid covenants are breached,
the Town reserves the right to enter upon the lanédesreunder and to remove the
offending structure or object and cut the offending tritef avhich shall be at the
expense of the Lessee.

No Interference with Aircraft. The Lessee by accepting this Lease agrees for itself,
successors and assigns that it will not make use afehsed Premises in any manner
which might interfere with the landing and taking oflaacraft from Payson Municipal
Airport or otherwise constitute a hazard. In the evea aforesaid covenant is breached,
the Town reserves the right to enter upon the Leasadiss hereby leased and cause
the abatement of such interference at the experbe dessee.

No Grant of Exclusive Right. It is understood and agreed that nothing herein contained
shall be construed to grant or authorize the grantiam @xclusive right within the
meaning of Section 308a of the Federal Aviation Act of 1(@88U.S.C. 1349a).

Rights of United States Government.This Lease and all the provisions hereof shall be
subject to whatever right the United States Governmewt has or in the future may have
or acquire affecting the control, operations, regulatiot taking over of said airport.

No Interference with Airport Uses. The Leased Premises and all uses thereon shall be
operated at all times in a safe and serviceable conditid.in accordance with the
minimum standards as may be required or prescribed by dpplederal, state, and local
agencies for maintenance and operation. Lesseeshalhuse or permit any activity or
action on the Leased Premises which would interfette itgi use for airport purposes.

FAA Mandated Provisions.

41.1 The Lessee for itself, its successors in inteawst assigns, as a part of the
consideration hereof, does hereby covenant and agseec@avenant running with
the land” that in the event facilities are constrd¢teaintained, or otherwise
operated on the said property described in this Leasegdarpose for which a
Department of Transportation (DOT) program or actigtgxtended or for
another purpose involving the provision of similar-ssgsior benefits, the Lessee
shall maintain and operate such facilities and seruicesmpliance with all other
requirements imposed pursuant to Title 49, Code of Federald&iegs| DOT,
Subtitle A, Office of the Secretary, Part 21, Nondmeration in Federally-
Assisted Programs of the Department of Transportatiteciiation of Title VI of
the Civil Rights Act of 1964, and as said Regulations manirended.

41.2 The Lessee for itself, its successors in inteawst assigns, as a part of the
consideration hereof, does hereby covenant and agseec@avenant running with
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the land” that: (1) no person on the grounds of racey cot national origin shall
be excluded from participation in, denied the benefit®ohe otherwise subjected
to discrimination in the use of said facilities, (2attim the construction of any
improvements on, over, or under such land and the fungigifiservices thereon,
no person on the grounds of race, color, or natiomgihashall be excluded from
participation in, denied the benefits of, or be othsevaubjected to discrimination,
(3) that the Lessee shall use the Leased Premisemjliance with all other
requirements imposed by or pursuant to Title 49, Code of &eegulations,
DOT, Subtitle A, Office of the Secretary, Part 21, Nisarimination in Federally-
Assisted Programs of the Department of Transportatiteciiation of Title VI of
the Civil Rights Act of 1964, and as said Regulations manirended.

41.3 Inthe event of breach or violatiohany of the requirements under this paragraph
14 -abovenondiscriminationcovenrant$own shall have the right to terminate the
Lease and to reenter and repossess said land and litieddbereon, and hold the
same as if said Lease had never been made or issugghrd¥ision does not
become effective until the procedures of Title 49, Codeeoleral Regulations,
Part 21 are followed and completed including expiration of @lpyhts.

41.4 The Lessee shall furnish its accommodations anelfaices on a fair, equal and
not unjustly discriminatory basis to all users thewaaf it shall charge fair,
reasonable and not unjustly discriminatory basis tasalts thereof and it shall
charge fair, reasonable not unjustly discriminatorygsrior each unit or service;
provided, that the Lessee may be allowed to make relalscarad
nondiscriminatory discounts, rebates or other sirhae of price reductions to
volume purchasers.

41.5 The Lessee assures that it will undertake an affirenattion program as required
by Title 14, Code of Federal Regulations, Part 152, Subpaaot iBsure that no
person shall on the grounds of race, creed, color,natiigin, or sex be
excluded from participating in any employment activitiesezed.in-Title 14, Code
of Federal Regulations, Part 152, Subpart E.

41.6 This Lease shall be subordinate to the provisioshsexjuirements of any existing
or future Lease between the Town and the United Statlesive to the
development, operation or maintenance of the airport.

41.7 Lessee must comply with/all FAA Airport Sponsor Grassérances set forth in
Exhibit K attached hereto.

41.8 The requirements of Sections 4-2c, 6-2c¢, and 6-5 of FAA (3ted.6A (Airport
Compliance Regquirements), attached hereto as Exhiig lhereby incorporated
into this Lease.
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42. Remedies Cumulative. All remedies conferred on Town in this Lease dhakleemed
cumulative and no one exclusive of the other, or ofathgr remedy conferred by law or
in equity.

43. Headings. The descriptive headings of the paragraphs of this laaseserted for
convenience only and shall not control or affectrti@aning or construction of any of the
provisions hereof.

44. = Abandonment of Leased PremisesLessee shall not vacate or abandon the Leased
Premises at any time during the term of this Leadeedfee abandons, vacates, or
surrenders the Leased Premises, or is dispossessed bgpodtaw, or otherwise, any
personal property belonging to Lessee and left on theeldeBremises shall be deemed to
be abandoned, at the option of Town, except such progemay be encumbered to
Town, and all improvements shall become the propertigef own.

WHEREFORE, the Parties have caused this Lease teebated by their duly authorized
representatives.

TOWN OF PAYSON,

an Arizona nonprofit corporation an Arizona municipalpmration
By By.

, Its F..Robert Edwards, Mayor
Date signed: Date signed:

STATE OF ARIZONA )
) SS.
Gila County )

The foregoing Airport Lease was signed before me this ___y ofda ,
2007, by , the of

, on behalf of the

Notary Public
My commission expires:
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STATE OF ARIZONA )
) SS.
Gila County )

The foregoing Airport Lease was signed before me this __y ofda

2007, by F. Robert Edwards, Mayor of the Town of Paysarhehalf of the Town.

Notary Public
My commission expires:

C:\Documents and Settings\twright\My Documents\aa Tim Wright\Tim Wright Word Perfect Documents\airport\Airport Lease May 1, 2007
awaiting faa and adot opinions.wpd
SIS.drs May 16, 2007 (8:17am)
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APPROVAL AS TO FORM

The Town of Payson Legal Department has reviewed. d@se and approved it as to form. When
reviewing this Lease for form, the Legal Departmemisaters whether the following situations have
been addressed:

Identification of parties;

Offer and acceptance;

Existence of consideration (we do not review to deitex if consideration is adequate);
That certain provisions specifically required by statuteincluded (i.e., provisions
concerning non-availability of funds and conflict afrest, A.R.S. § 38-511).

PonE

We have not reviewed the Lease for other issuesreldre, approval as to form should not be
considered as approval of the appropriateness of the tarrosnditions of the Lease or the
underlying transaction. In.addition, approval as todhefshould not be considered approval of the
underlying policy considerations addressed by the Lease.

Dated this day of , 2007.

By

Samuel/l. Streichman, Town Attorney
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Exhibits

A Legal Description of real property to be leased. Thismatlinclude the ‘T
or Box Hangers or the Town yard parcel

B Legal Description of the ‘T’ and Box Hangers
C Legal Description of the Town Yard

D Draft Lease for the Town Yard

E 2008-2012 ACIP

F Description of personal property to be leased

G All existing Leases and agreements that Lessessigvang the Town
interests in

H Runway safety team recommendations

I All existing applicable grants concerning the Airportlais operations
J Existing Agreements

K Airport Sponsor Grant Assurances

L Sections 4-2c¢, 6-2c¢, and 6-5 of FAA Order 5190.6A
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