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5.2. PROHIBITED USES. FElight operations to or from the Premises by any
rotary-wing aircraft is strictly prohibited. In addition, the Fhe-following activities are
specifically excluded and prohibited unless prior written approval has been granted by the
Airport Manager:

(a) Ground transportation for hire (e.g. Limousine, Taxi).

(b) Providing space, including tie-down areas, for other than Tenant’s
own customers whose aircraft is being serviced.

(c) Sale of insurance other than aviation and aviation trip insurance.

(d Auto rental agency or service; however, this prohibition does not
prohibit the Tenant operation, as a company function, from assisting its customers in
making appropriate arrangements with a duly licensed auto rental agency authorized by the
Landlord to do business on the Airport. '

(e) Adpvertising concession (posters, privileges, publications, and other
media).

® Food sales (except through coin-operated vending machines as
provided in Paragraph 5.3.

(2) New and sundry sales not associated with the primary services listed
in Paragraph 5.1.

(h) Barber, valet, and personal services.
1) Sale of automotive fuel, lubricants, and propellants.

)] Storage of surplus (inoperable) aircraft except in areas, and of a
number, to be designated by the Airport Manager.

k) Retail sale of non-aviation products.

)] Sale of aviation fuels and lubricants except in the ordinary course
of Tenant’s business permitted pursuant to Paragraph 5.1.
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MEMORANDUM Public Works Department — Memo No. AP08-008
DATE: SEPTEMBER 6, 2007
TO: MAYOR AND COUNCIL

THRU: \éW. MARK PENTZ, CITY MANAGER @V
PAT MCDERMOTT, ASSISTANT CITY MANAGER
DANIEL W. COOK, ACTING PUBLIC WORKS DIRECTOR

FROM: GREG CHENOWETH, AIRPORT MANAGER%

SUBJECT: APPROVAL OF ORDINANCE NO. 3846, AUTHORIZING THE CITY TO
ENTER INTO TWO, 30-YEAR GROUND LEASES WITH TWO, 10-YEAR
OPTIONS WITH ARIZONA PACIFIC AVIATION, LLC FOR THE PURPOSE
OF CONSTRUCTING AND MANAGING HANGAR STORAGE FACILITIES
AT THE CHANDLER MUNICIPAL AIRPORT FOR AN ANNUAL AMOUNT
OF $29,265 FOR THE FIRST YEAR.

RECOMMENDATION: Staff recommends Council introduce and tentatively approve
Ordinance No. 3846 authorizing two, 30-year ground leases with two, ten-year options with
Arizona Pacific Aviation, LLC for the purpose of constructing and managing hangar storage
facilities at the Chandler Municipal Airport for an annual amount of $29,265 for the first year.

BACKGROUND/ DISCUSSION: City staff has negotiated two lease agreements with Arizona
Pacific Aviation, LLC to develop hangar facilities for lease. The two leases combined represent
five contiguous parcels on the south side of the airport. The first lease resulted from a City
Request for Proposal in 2005 for the development of airport property. Arizona Pacific Aviation,
LLC (Arizona Pacific) responded to that Request for Proposal (RFP) by proposing for parcels
2b, 6¢ and 6d. The second lease is the result of the new Direct Lease Process for parcels 2a and

6¢e. The Direct Lease process was needed for parcels 2a and 6e, as they were not originally
included in the RFP.

The proposed development would bring needed hangar storage facilities and new development
on the south side of the airport. Attachment A shows the general lease area in relation to the
airport. Attachment B details the parcels to be leased by Arizona Pacific. The RFP lease
consisting of Parcels 2b, 6¢ and 6d comprise a total area of 255,394.5 square feet or 5.863 acres.
The Direct Lease consists of Parcels 2a and 6e and total 289,236.7 square feet or 6.640 acres.

Lease negotiations have resulted in the two proposed lease agreements with Arizona Pacific that
includes a base term of 30 years with two, ten-year options. The lease rates are summarized as
follows:
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e for the Direct Lease of parcels 2a and 6e, the standard lease rate of $0.135 per square foot
per year

o for the RFP Lease of parcel 2b, the standard lease rate of $0.158 per square foot per year

e for the RFP lease of parcels 6¢ and 6d, a lease rate of $0.067 per square foot per year was
negotiated. This negotiated lease rate is about half of the standard lease rate because the
shape of the parcels significantly limits its use for aviation purposes.

This project will be constructed in two phases. Phase 1 will consist of parcels 2a, 2b, and 6e.
Phase 2 will consist of parcels 6¢ and 6d, and will start after the completion of Phase 1. Arizona
Pacific will pay an option on the Phase 2 parcels of 50% of the lease amount until a building
permit is issued on this phase or the 48"™ month after the lease effective date, whichever occurs
first. All rates will be adjusted annually according to the Consumer Price Index.

The property currently has no direct road access along its southern limits. Ordinarily the City
would need to fund and construct this road for development of the airport. The roadway along
all parcels in this lease is estimated to cost approximately $620,000 (assumes $400/LF for
approximately 1,550 feet of roadway). These leases provide for the developer to design and
install the road at their initial cost. As the City would ordinarily fund this road construction, it
will compensate the developer for the up-front costs of these improvements through partial rent
abatements. The rent abatement amount will not exceed 50% of the normal lease payments. It
will continue until the full cost of the road is repaid to the developer, which is estimated to be
about 20 years.

FINANCIAL IMPLICATIONS: The City has no direct financial outlay requirements resulting
from this agreement. Indirect costs will be through the partial rent abatements to reimburse the
developer for constructing the access roadway. The abatement will not exceed 50% until the
cost of the roadway is repaid. The first year rent payments total approximately $58,530 without
the rent abatement for the roadwork. With the rent abatement, the rent payments will be
approximately $29,265 in the first year. The abatement is anticipated to continue for
approximately 20 years. In essence the developer will carry the full costs associated with the
road construction during the rent abatement period.

AIRPORT COMMISSION: At the December 14, 2005 regular meeting, the Airport Commission
voted 6-0 to recommend acceptance of the RFP lease agreement with Arizona Pacific Aviation,
LLC. During their September 6, 2006 regular meeting, the Airport Commission voted 5-0 to
recommend acceptance of the Direct Lease agreement with Arizona Pacific Aviation, LLC.

PROPOSED MOTION: Move to introduce and tentatively approve Ordinance No. 3846
authorizing two, 30-year ground leases with two, ten-year options with Arizona Pacific Aviation,
LLC for the purpose of constructing and managing hangar storage facilities at the Chandler
Municipal Airport for an annual amount of $29,265 for the first year.

Attachments: Diagram of Lease Location
Detail of Lease Areas
Ordinance No. 3864
Lease Agreements
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ORDINANCE NO. 3846

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF CHANDLER,
ARIZONA  AUTHORIZING THE CITY TO ENTER INTO TWO
LEASE AGREEMENTS WITH ARIZONA PACIFIC, LLC FOR THE PURPOSE OF
CONSTRUCTING AND MANAGING HANGAR STORAGE FACILITIES AT THE
CHANDLER MUNICIPAL AIRPORT.

WHEREAS, the City of Chandler, owns an airport known as CHANDLER MUNICIPAL
AIRPORT, located in the County of Maricopa, State of Arizona, (hereinafter called the
"Airport"); and

WHEREAS, the City of Chandler did issue a Request for Proposals regarding the lease, finance,
design and construction of aviation related facilities at the Chandler Municipal Airport; and

WHEREAS, Arizona Pacific Aviation, LLC responded to the Request for Proposal with an offer
to lease land and develop a hangar storage facility at the Airport; and

WHEREAS, the City of Chandler approved the use of a Direct Lease process to lease land for
aviation related development at the Chandler Municipal Airport; and

WHERAS, Arizona Pacific Aviation, LLC applied through the Airport’s Direct Lease process
with an offer to lease land and develop a hangar storage facility at the Airport; and

WHEREAS, the City of Chandler desires to execute two Ground Lease Agreements with Arizona
Pacific Aviation, LLC, regarding the development of property at the Airport.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Chandler, Arizona,
as follows:

SECTION 1. The Chandler City Council does hereby authorize the City of Chandler to
enter into two Lease Agreement with Arizona Pacific Aviation, LLC, in substantially the
form as attached hereto as Exhibits “A” and “B”, and made a part hereof by reference,
with the final form of said Lease Agreement, including all exhibits and minor language
changes, to be approved by and acceptable to the City Attorney prior to execution of the
Lease Agreement.

SECTION 2. The Mayor of the City of Chandler is hereby authorized to execute two
Lease Agreements with Arizona Pacific Aviation, LLC, subject to the terms and
conditions referenced in Section 1 above.

INTRODUCED AND TENTATIVELY approved by the City Council of the City of Chandler,
Arizona, this day of , 2007.

ATTEST:

CITY CLERK MAYOR
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CERTIFICATION

I HEREBY CERTIFY that the above and foregoing Ordinance No. 3846 was duly passed and
adopted by the City Council of the City of Chandler, Arizona, at a regular meeting held on the

day of , 2007, and that a quorum was present thereat.
CITY CLERK
PUBLISHED:
APPROVED AS TO FORM:

CITY ATTORNEY _/ZA[3_



CITY OF CHANDLER
AIRPORT LEASE CONTRACT
(SASO Ground Lease)

NO. 012

1. PARTIES. This Airport Lease Contract (this “Lease”), dated (the
“Effective Date”), is made by and between the CITY OF CHANDLER, an Arizona municipal
corporation (“Landlord”), and ARIZONA PACIFIC AVIATION, LLC, an Arizona limited liability
company (‘“Tenant”).

2. PREMISES AND IMPROVEMENTS.

2.1.  PREMISES. Landlord leases to Tenant and Tenant leases from Landlord for the
term of this Lease, at the rental and upon all of the conditions set forth herein, that portion of the
real property owned and operated by Landlord as a municipal airport known as the Chandler
Municipal Airport (the “Airport™) consisting of all or part of three certain parcels of unimproved
real property located in Maricopa County, Arizona, denoted in attached Exhibit “D” as Airport
Parcel Nos. 2b, 6¢ and 6d, each of which is legally described in attached Exhibit “A”, and which
collectively consist of approximately 5.92 acres or 257,925 square feet gross more or less (the
“Premises”), together with certain, non-exclusive rights of use and access to the Airport and the
Public Airport Facilities (defined below) as set forth in Paragraph 2.2 of this Lease.

2.2. AIRPORT USE AND ACCESS. During the term of this Lease, Tenant shall have
the following additional rights, each of which is non-exclusive, and each of which is subject to all
applicable laws, ordinances, rules and regulations, including, but not limited to, the Chandler
Municipal Airport Rules and Regulations, 2000, adopted and approved by the Chandler City
Council on February 24, 2000, and any subsequent amendments (the “Airport Rules”):

(a) A right to use of the Public Airport Facilities. As used in this Lease, the term
“Public Airport Facilities” means (i) the Airport landside areas; (ii) the Airport airside facilities
operated and maintained by Landlord for public use, including, but not limited to, the landing areas,
the heliport, approach areas, runways, taxiways, aprons, aircraft parking areas, navigational and
avigational aids, and lighting facilities; and (iii) other areas of the Airport that may be made
available to the public by the Airport Manager;

(b) A right of access to and from the Premises over and across the landside
roadways serving the Airport, and including that additional, unimproved access area described in
attached Exhibit “B”, which shall be available for use by Tenant, and Tenant’s agents, employees,
patrons, guests, licensees and invitees;

(©) A right to enter upon and exit the airside of the Airport from the Premises to
conduct any commercial aviation activity that is a permitted use under this Lease.

As used in this Paragraph 2.2 or elsewhere in this Lease, the terms “airside”, “landside”,
“commercial aviation activity” and “Airport Manager” have the same meanings as set out in the
Airport Rules.
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2.3.  ONSITE IMPROVEMENTS. Subject to the Airport Manager’s prior approval of
Tenant’s construction plans and specifications (the “Tenant’s Plan™), and in accordance with the
requirements set forth in attached Exhibit “C”, Tenant, at Tenant’s sole cost, shall construct
certain improvements upon the Premises. The improvements shall include buildings and related
common areas, aprons, access ways, taxilanes, parking areas, utilities, landscaping, or other
improvements as set forth in the Tenant’s Plan and as generally depicted in attached Exhibit “D”
(the “Improvements™). In no event shall any said buildings contain less space than that which is
represented in Exhibit “D” submitted in response to Landlord’s Request for Proposal No. AP05-
909-2182 issued on May 10, 2005.

(a) The Improvements shall be constructed in two phases as follows:

(1) The Improvements constructed in the initial phase shall be those
Improvements identified and depicted in attached Exhibit “D” as being situated upon the part of
the Premises that consists of Airport Parcel No. 2b, together with those improvements constructed
upon Airport Parcel No. 2a, which is being leased by separate instrument to Tenant (the “Phase 1
Improvements”). Construction of the Phase 1 Improvements shall begin within twenty-four (24)
months from the Effective Date of this Lease and shall be completed within thirty-six (36) months
of the Effective Date of this Lease.

(11) The Improvements constructed in the second phase shall be those
Improvements identified and depicted in attached Exhibit “D” as being situated upon the part of
the Premises that consists of Airport Parcel Nos. 6¢ and 6d, together with those improvements
constructed upon Airport Parcel No. 6e, which is being leased by separate instrument to Tenant
(the “Phase 2 Improvements”). Construction of the Phase 2 Improvements shall begin within
forty-eight (48) months from the Effective Date of this Lease and shall be completed within 60
months of the Effective Date of this Lease.

(b) The construction of the Improvements for either phase shall be deemed
completed when a certificate of occupancy is issued for such Improvements by the Building
Department (as defined in attached Exhibit “C”).

(c) Title to the Improvements located upon the Premises, regardless of the phase
in which they are constructed, shall remain the property of Tenant during the term of this Lease but,
except for movable property and trade fixtures of Tenant not permanently affixed to the Premises,
title to the Improvements, shall automatically pass to Landlord upon the expiration, termination, or
any earlier cancellation of this Lease as provided herein.

2.4. OFFSITE IMPROVEMENTS. During the period of each phase of construction of
the Improvements, Tenant, at Tenant’s sole cost, shall also complete construction of certain utility
improvements located off the Premises, but which are necessary to provide utility service to the
Premises (the “Offsite Utility Improvements™), and certain connecting taxilane improvements
located off the Premises (the “Connecting Taxilane Improvements”). The Offsite Utility
Improvements shall consist of lines, equipment, appurtenances and other facilities necessary for
providing water, sewer, electric and telecommunication services from existing utility connection
points to the Premises. The Connecting Taxilane Improvements are those described in Tenant’s
Plan and shall be used to allow aircraft access between the Premises and the airside of the Airport.
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2.5. OFFSITE ROAD IMPROVEMENTS. Tenant shall also participate, as specified
below, in constructing the improvement of the access area described in attached Exhibit “B” as a
roadway that meets the requirements set forth under City of Chandler Standard Detail No. C-222
(the “Offsite Road Improvements”). Tenant shall be entitled to rent abatement pursuant to
Paragraph 4.4 for Tenant’s contribution to the cost of the Offsite Road Improvements. The
construction of the Offsite Road Improvements shall be bonded separately from all other
improvements. Tenant under this Lease and under Airport Lease Contract No. 013 shall be
responsible for construction of the offsite road improvements commencing at the end of the
existing Ryan Road, as shown in the attached Exhibit “G” and continuing to the extension of the
southwest boundary of Parcel 2b.

2.6. SURETY BONDS. Prior to the construction of the Improvements, the Offsite
Utility Improvements and the Connecting Taxilane Improvements for each phase of construction,
Tenant shall provide Landlord with a performance bond and a payment bond as follows:

(a) The performance bond shall be in an amount equal to the total cost of
Improvements, the Offsite Utility Improvements and the Connecting Taxilane Improvements for the
particular phase of construction. The condition of said bond shall be such that Tenant shall
faithfully perform the construction of the Improvements, the Offsite Utility Improvements and the
Connecting Taxilane Improvements for the particular phase of construction in accordance with the
approved Tenant’s Plan. Such bond shall be solely for the protection of Landlord. The bond shall
cover construction of the portion of the Improvements that is situated upon the Airport land parcels
leased to Tenant by separate instrument as well as the portion of the Improvements situated upon
the Premises leased under this Lease.

(b) The payment bond shall be in an amount equal to the total cost of the
Improvements, the Offsite Utility Improvements and the Connecting Taxilane Improvements for the
particular phase of construction. The condition of said bond shall be such that Tenant shall
promptly pay or cause to be paid all monies due to all persons supplying labor and materials in the
construction of the Improvements, the Offsite Utility Improvements and the Connecting Taxilane
Improvements for the particular phase of construction. The bond shall apply to the construction of
the portion of the Improvements that is situated upon the Airport land parcels leased to Tenant by
separate instrument as well as the portion of the Improvements situated upon the Premises leased
under this Lease.

() Each bond shall be executed solely by a surety company or companies
holding a certificate of authority to transact surety business in the State of Arizona issued by the
director of the Arizona Department of Insurance pursuant to Title 2, Chapter 2, Article 1 of the
Arizona Revised Statutes, and no such bond shall be executed by an individual surety or sureties.

(d)  Each bond shall include a provision allowing the prevailing party in a suit on
such bond to recover as a part of the judgment such reasonable attorney’s fees as may be fixed by a
court of competent jurisdiction.

(e) In the event that Tenant’s lender, if any, requires such bonds, the bond
requirements herein shall be satisfied if the bonds required by the lender meet the conditions of
Paragraphs 2.6(a), (b), and (c), provided Landlord is named as a dual obligee or co-obligee under
such bonds.
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2.7.  ACCEPTANCE OF PREMISES. Tenant acknowledges that Tenant has examined
the Premises and the adjoining portion of the Airport and accepts them upon signing this Lease in
their condition as of the Effective Date, normal wear and tear excepted. Landlord has made no
warranties, expressed or implied, as to any condition, apparent or unknown, affecting the
Premises or the adjoining portion of the Airport, except as otherwise stated in this Lease. Tenant
agrees to make any changes in the Premises reasonably needed to conform to any federal, state or
local law applicable to the Tenant’s use of the Premises. Landlord warrants that improvements
existing on the Premises at the Effective Date, if any, do conform to all applicable federal, state
and local laws.

3. TERM. The term of this Lease (the “Term”) shall initially be for a period of thirty (30)
years, commencing on the Effective Date. Tenant shall have two (2) options to extend the Term for
an additional ten (10) years each. The first extension of the Term shall commence immediately
upon the expiration of the initial period of the Term, and the second extension of the Term shall
commence immediately upon expiration of the first additional period of the Term. All of the
conditions, covenants and provisions of this Lease shall be in effect during the Term and any
extension of the Term. Tenant may exercise the first option by giving written notice to Landlord no
later than 180 days prior to the expiration of the initial period of the Term of Tenant’s intention to
exercise the option. Tenant may exercise the second option by giving similar written notice to
Landlord no later than 180 days prior to the expiration of the first extension of the Term. In either
event, the Term shall not be extended if Tenant is in default of Tenant’s obligations under this
Lease, whether monetary or non-monetary, on the date that Tenant gives any such written notice to
Landlord or if Tenant is in default on the date that any extension of the Term would otherwise
commence, unless or except if Tenant has timely cured any default after being given written notice
thereof.

4. RENT.

4.1. RENT PAYMENTS. Rent payments shall commence upon the date that the first
building permit for the construction of the Phase 1 Improvements is issued by the Building
Department or upon the 241st calendar day after the Effective Date of this Lease, whichever
occurs first (the “Rent Commencement Date”). All rent payments that are received by Landlord
from Tenant shall be applied first toward any accrued late payment interest, then to any other
charges or fees stated in this Lease that are due and owing, then to any back rent due and not yet
paid, and then to the current rent.

42. MONTHLY BASE RENTAL. During the first year of the Term, Tenant shall pay
to Landlord a monthly base rental for the Premises of § 2.116.62 (the “Monthly Base
Rent”), which is based on the following:

(a) For the portion of the Premises that consists of Airport Parcel No. 2b, the
annual lease rate of $0.158 per square foot multiplied by 92,800 square feet and then divided by 12;
and

(b) For the portion of the Premises that consists of Airport Parcel Nos. 6¢ and
6d, the annual lease rate of $0.0676 per square foot multiplied by 165,125 square feet, then divided
by 12, which shall then be discounted by 50% until the date that a building permit is issued by the
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Building Department for the construction of the Phase 2 Improvements or upon the 1,261* calendar
day after the Effective Date of this Lease, whichever occurs first.

(c) On each one (1) year anniversary of the Rent Commencement Date, the
Monthly Base Rent shall be increased in accordance with the provisions of Paragraph 4.3. When
rent payments commence, the Monthly Base Rent due hereunder shall be payable in advance to
Landlord on or before the first day of each month during the Term at the address stated herein or to
such other persons or at such other places as Landlord may designate in writing and shall be paid in
lawful money of the United States of America. The Monthly Base Rent for any period during the
Term which is for less than one month shall be a pro rata portion of the monthly installment.

43. MONTHLY BASE RENT INCREASE. Commencing on the first one (1) year
anniversary of the Rent Commencement Date and on each one (1) year anniversary thereof, the
Monthly Base Rent shall be adjusted in accordance with this paragraph. The rent increase shall be
determined by multiplying the current annual rent by the annual percent change in the Consumer
Price Index for all Urban Consumers (CPI-U), as reflected in the U.S. Western Region Average
CPI-U for All Items (base period 1982-1984), for the month which is six (6) months prior to the
month of the Rent Commencement Date (“the Adjustment Month”) of the current lease year from
the CPI-U for the Adjustment Month of the prior year, as those index figures are determined by the
United States Department of Labor, Bureau of Labor Statistics. If there is no such CPI-U figure for
the Adjustment Month of any year of the Term, then the Adjustment Month figure of the successor
or most nearly comparable successor Index shall be used.

(a) The calculation of the annual rent increase shall be as follows:

(1) Determine the current annual rent by multiplying the current monthly
rent by 12.

2) Determine the CPI-U index point change by subtracting the previous
year’s CPI-U index figure for the Adjustment Month from the current year’s
CPI-U index figure for the Adjustment Month.

3) Determine the CPI-U annual percent change by dividing the index
point change by the previous year’s CPI-U index figure for the Adjustment
Month. This quotient can be expressed as a percentage by multiplying by
100.

4 Determine the additional annual rent by multiplying the current
annual rent by the annual percent change.

(5) Determine the new annual rent by adding the additional annual rent
to the current annual rent.

6) Determine the new monthly rent by dividing the new annual rent by
12.

(b) By way of example only, the following is shown for determining the annual
percentage change:
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CPI-U for current period 133.0
Less CPI-U for previous period 130.0

Equals Index Point Change 3.0
Divided by previous period CPI-U  130.0

Equals 0.023
Result multiplied by 100 0.023 x 100

Equals percent change 23 %

(©) In no event shall the minimum Monthly Base Rent for any year during the
Term be less than the minimum Monthly Base Rent for the immediately preceding year.

4.4. SPECIAL RENT ADJUSTMENT. Beginning with the Rent Commencement Date
and for the next estimated successive sixty-five (65) months, an equal portion of the Monthly Base
Rent for each month, not to exceed 50% of the Monthly Base Rent for any month, shall be abated to
offset Tenant’s contribution to the cost of constructing the Offsite Road Improvements. The total
amount of this Special Rent Adjustment will be equal to 40% of an amount equal to the amount bid
for the Offsite Road Improvements through a public bid for the Offsite Road Improvements
conducted by the Tenant pursuant to such procedures as may be specified by the Public Works
Director or designee. This cost shall be provided to the office of the Airport Manager through
certified records denoting the actual cost of the construction. Based upon the submitted records, the
Public Works Director or designee shall provide a certified letter advising of the approved cost and
number of months for the Special Rent Adjustment, which letter shall become a part of this Lease.

4.5. ADDITIONAL RENT. Any other monetary obligation of Tenant to Landlord
under the terms of this Lease shall be deemed rent and payment thereof shall accompany the next
Monthly Base Rent payment (after any adjust made pursuant to Paragraph 4.4) made by Tenant to
Landlord.

4.6. LATE PAYMENT INTEREST. If Landlord does not receive the monthly rent by
the 10th of the month, then in addition to the overdue rent, Tenant shall pay interest on the rent
payment then due at the rate of ten percent (10%) per annum. Such interest commences on the
date the rent is due and accrues until such rent is paid. If Tenant does not pay the rent when due
and interest is incurred each month for three (3) consecutive months, then beginning on the first
day of the fourth consecutive month, all further rent called for herein shall automatically become
due and payable quarterly in advance rather than monthly, notwithstanding any other provision in
this Lease to the contrary, and regardless of whether or not the interest is paid or collected. The
imposition of such interest, or the conversion to quarterly payments, does not prevent Landlord
from exercising any other rights and remedies under this Lease, including the termination of this
Lease.

47. NET RENT. It is the intention of the parties hereto that the rent specified in the
Lease shall be net to Landlord in each year during the term of this Lease. Accordingly, all costs,
expenses and obligations of every kind relating to the Premises (except as otherwise, specifically
provided in this Lease) that may arise or become due during the term of this Lease shall be paid
by Tenant, and Tenant shall indemnify Landlord against such costs, expenses and obligations.
However, the rent is in addition to, and not in lieu of, any requirement to pay any charges or fees
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that may be established pursuant to the Airport Rules and any applicable license or permit fees
required pursuant to the Chandler City Code.

S. USE OF PREMISES.

5.1. PERMITTED USES. The Premises shall be used initially for the operation of the
following commercial aviation activities, each of which may be conducted by a Specialized
Aviation Service Operator (“SASO”) under Article 14 of the Airport Rules: hangar leasing
services; and aviation-related office uses. Tenant may conduct additional or different uses
allowable under Article 14 of the Airport Rules only upon prior written approval of the Airport
Manager.

5.2. PROHIBITED USES. The following activities are specifically excluded and
prohibited unless prior written approval has been granted by the Airport Manager:

(a) Ground transportation for hire (e.g. Limousine, Taxi).

(b)  Providing space, including tie-down areas, for other than Tenant’s own
customers whose aircraft is being serviced.

() Sale of insurance other than aviation and aviation trip insurance.

(d) Auto rental agency or service; however, this prohibition does not prohibit the
Tenant operation, as a company function, from assisting its customers in making appropriate
arrangements with a duly licensed auto rental agency authorized by the Landlord to do business on
the Airport.

(e) Advertising concession (posters, privileges, publications, and other media).

® Food sales (except through coin-operated vending machines as provided in
Paragraph 5.3.

(22  New and sundry sales not associated with the primary services listed in
Paragraph 5.1.

(h) Barber, valet, and personal services.
) Sale of automotive fuel, lubricants, and propellants.

0 Storage of surplus (inoperable) aircraft except in areas, and of a number, to
be designated by the Airport Manager.

(k) Retail sale of non-aviation products.

O Sale of aviation fuels and lubricants except in the ordinary course of
Tenant’s business permitted pursuant to Paragraph 5.1.

5.3. VENDING MACHINES. Vending machines shall be located within a building on
the Premises and made available for the exclusive use of Tenant’s employees and customers.
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5.4. SIGNS. All signs installed by Tenant shall conform to the requirements of
applicable provisions of the Chandler City Code, including, but not limited to, the Sign Code and
the Zoning Code.

5.5. COMPLIANCE WITH APPLICABLE LAWS. Tenant shall observe and comply
with all applicable laws, ordinances, rules, and regulations of the United States of America, the
State of Arizona, the County of Maricopa, and the City of Chandler and all agencies thereof, that
are now in effect or hereafter promulgated; and further, Tenant will display to Landlord any and all
permits, licenses or other evidence of compliance with all laws upon request of Landlord.

5.6. HAZARDOUS MATERIAL.

(a) As used herein, "Hazardous Material” shall mean any chemical, substance,
material, waste or similar matter defined, classified, listed or designated as harmful, hazardous,
extremely hazardous, dangerous, toxic or radioactive, or as a contaminant or pollutant, or other
similar term, by, and/or which are subject to regulation under, any federal, state or local
environmental statute, regulation or ordinance presently in effect or that may be promulgated in
the future, and as they may be amended from time to time.

(b) Except for Hazardous Material normally used in Tenant’s business in
quantities customary for Tenant’s business which shall be stored and used in accordance with
applicable laws and regulations and manufacturer’s requirements, Tenant agrees not to introduce
any Hazardous Material in, on or adjacent to the Premises or in, on or adjacent to any portion of
the Airport without (i) obtaining Landlord’s prior written approval, (ii) providing Landlord with
thirty (30) days prior written notice of the exact amount, nature, and manner of intended use of
such Hazardous Material, and (iii) complying with all applicable federal, state, and local laws,
rules, regulations, policies and authorities relating to the storage, use, disposal and clean-up of
Hazardous Material, including, but not limited to, the obtaining of all proper permits.

(©) Tenant shall immediately notify Landlord of any inquiry, test,
investigation, or enforcement proceeding by, against or directed at Tenant or the Premises
concerning a Hazardous Material. Tenant acknowledges that Landlord, as the owner of the
Premises, shall have the right, at its election, in its own name or as Tenant’s agent, to negotiate,
defend, approve, and appeal, any action taken or order issued with regard to a Hazardous Material
by any applicable governmental authority, and such negotiation, defense, approval and appeal
shall be at Tenant’s expense to the extent the contamination was caused by Tenant or Tenants’
agents, or occurred during the Lease Term.

(d) If Tenant’s storage, use or disposal of any Hazardous Material in, on or
adjacent to the Premises or the Airport results in any contamination of the Premises, the Airport,
the soil, surface or groundwater thereunder, or the air above and around the Premises and the
Airport, that (i) requires remediation under federal, state or local statutes, ordinances, regulations
or policies or (ii) is at levels which are unacceptable to Landlord, in Landlord’s sole and absolute
discretion, Tenant agrees to clean-up the contamination immediately, at Tenant’s sole cost and
expense. Tenant further agrees to indemnify, defend and hold Landlord harmless from and
against any claims, suits, causes of action, costs, damages, loss and fees, including attorneys’ fees
and costs, arising out of or in connection with: (i) any clean-up work, inquiry or enforcement
proceeding relating to Hazardous Material currently or hereafter used, stored or disposed by
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Tenant or its agents, employees, contractors, or invitees on or about the Premises or the Airport;
and (ii) the use, storage, disposal or release by Tenant or its agents, employees, contractors, or
invitees of any Hazardous Material on or about the Premises or the Airport.

(e) Notwithstanding any other right of entry granted to Landlord under this
Lease, Landlord shall have the right to enter the Premises or to have consultants enter the
Premises from and after the Tenant’s entry onto the Premises for construction of the
Improvements, if applicable, and throughout the remainder of the Term at reasonable times for
the purpose of determining: (i) whether the Premises is in conformity with federal, state and local
statutes, regulations, ordinances, and policies, including those pertaining to the environmental
condition of the Premises; (ii) whether Tenant has complied with this Paragraph 5.6; and (iit) the
corrective measures, if any, required of Tenant to ensure the safe use, storage and disposal of
Hazardous Material. Tenant agrees to provide access and reasonable assistance for such
inspections. Such inspections may include, but are not limited to, entering the Premises with
machinery for the purpose of obtaining laboratory samples. Landlord shall not be limited in the
number of such inspections during the Term. If, during such inspections, it is found that Tenant’s
use of Hazardous Material constitutes a violation of this Lease, Tenant shall reimburse Landlord
for the cost of such inspections within ten (10) days of receipt of a written statement therefor. If
such consultants determine that the Premises is contaminated with Hazardous Material or in
violation of any applicable environmental law and the same was caused by Tenant or Tenant’s
agents, Tenant shall, in a timely manner, at its expense, remove such Hazardous Material or
otherwise comply with the recommendations of such consultants to the reasonable satisfaction of
Landlord and any applicable governmental agencies. If Tenant fails to do so, Landlord, at its sole
discretion, may, in addition to all other remedies available to Landlord under this Lease and at
law and in equity, cause the violation and/or contamination to be remedied at Tenant’s sole cost
and expense. The right granted to Landlord herein to inspect the Premises shall not create a duty
on Landlord’s part to inspect the Premises, or liability of Landlord for Tenant’s use, storage or
disposal of Hazardous Material, it being understood that Tenant shall be solely responsible for all
liability in connection therewith.

® Tenant shall surrender the Premises to Landlord upon the expiration or
earlier termination of this Lease free of Hazardous Material placed thereon by Tenant or Tenants’
agents, and in a condition which complies with all governmental statutes, ordinances, regulations
and policies, recommendations of consultants hired by Landlord, and such other reasonable
requirements as may be imposed by Landlord.

(2) Tenant’s obligations under this Paragraph 5.6 and all indemnification
obligations of Tenant under this Lease shall survive the expiration or earlier termination of this
Lease.

6. TENANT’S CONDUCT OF BUSINESS. In conducting commercial aviation activities
on the Premises or at the Airport, Tenant shall act as follows:

6.1. NONDISCRIMINATION. Tenant agrees that:

(a) Inthe operations to be conducted pursuant to the provisions of this Lease and
otherwise in the use of the Airport, Tenant shall not discriminate or permit discrimination against
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any person or class of persons by reason of race, color, creed, or national origin in any manner
prohibited by any of the FAA Regulations or any amendments thereto.

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

() Tenant shall make its accommodations and/or services available to the public
on fair and reasonable terms without unjust discrimination on the basis of race, creed, color, or
national origin.

(d) Tenant‘s noncompliance with the provisions in Paragraphs 6.1(a), (b) and (c)
shall constitute a material breach of this Lease. In the event of such noncompliance, Landlord may
enforce compliance, terminate this Lease, or pursue such other remedies as may be provided by law.
Landlord also reserves the right to take such action as the appropriate state or federal authority may
direct in order to enforce compliance.

(e) Tenant agrees that it shall insert the above four provisions in any sublease,
agreement or contract by which said Tenant grants a right or privilege to any person, firm or
corporation to render accommodations and/or services to the public on the Premises.

6.2. OPERATIONS.

(a) Tenant shall comply with the notification and review requirements covered
in Part 77 of the FAA Regulations in the event any future structure or building is planned for the
Premises, or in the event of any planned material modification or alteration to the exterior of any
present or future building or structure situated on the Premises.

(b) Tenant shall not erect nor permit the erection of any structure or object, nor
permit the growth of any tree, on the Premises that extends above a mean sea level elevation not
approved by the FAA and Landlord. In the event the aforesaid covenant is breached, Landlord
reserves the right to enter upon the Premises, without prior notice, and remove the offending
structure or object, or cut the offending tree, all of which shall be at the expense of Tenant.

(c) Tenant shall not make use of the Premises in any manner that might interfere
with the landing and taking off of aircraft from the Airport or otherwise constitute a hazard. In the
event the aforesaid covenant is breached, Landlord reserves the right to enter upon the Premises,
without prior notice, and cause the abatement of such interference at the expense of Tenant.

7. ADDITIONAL GENERAL CONDITIONS OF THE LEASE.

7.1. AERONAUTICAL BUSINESS PERMIT. Tenant acknowledges that the Airport
Rules provide that no person shall conduct or operate any commercial aviation activity at the
Airport without first obtaining an aeronautical business permit, which must be in effect at the time
the commercial aviation activity is performed. Accordingly, Tenant agrees that, at all times during
the Term, Tenant shall have and shall maintain a valid, effective aeronautical business permit.
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Furthermore, if any portion of the Premises is transferred, assigned or sublet, then said transferee,
assignee or subtenant shall, at all times, have and shall maintain a valid, effective aeronautical
business permit. The fee charged and the fee payment made for the aeronautical business permit
shall be pursuant to the Airport Rules and shall not be deemed rent under this Lease, but the failure
to have such permit at any time during the Term shall constitute a material breach of this Lease.

7.2.  APPLICABLE LAWS. Tenants rights under this Lease shall be subject to all of the
following matters that are now in effect or that may be in effect in the future during the Term: (i)
applicable state and federal law; (ii) applicable city codes, ordinances, rules and regulations passed,
adopted and/or approved by the Chandler City Council (including the Airport Rules); and (i)
reasonable regulations established by the Airport Manager for the use and operation of the Airport.

7.3. AIRSPACE RESERVATION. There is hereby reserved to Landlord, for the use
and benefit of the public, a right of flight for the passage of aircraft in the airspace above the
surface of the Premises and the Airport, together with the right to cause in said airspace such
noise as may be inherent in the operation of aircraft, now known or hereafter used for navigation
of or flight in the air, using said airspace for landing at, taking off from, or operating at the
Airport.

7.4. USA AGREEMENTS. This Lease shall be subordinate to the provisions and
requirements of any existing or future agreement between Landlord and the United States of
America relative to the development, operation or maintenance of the Airport.

7.5.  NO EXCLUSIVE RIGHTS. It is understood and agreed that nothing herein
contained shall be construed to grant or authorize the granting of an exclusive right within the
meaning of Section 308 of the Federal Aviation Act.

7.6. This Lease and all the provisions hereof shall be subject to whatever right the
United States of America now has or in the future may have or acquire, affecting the control,
operation, regulation, and taking over of the Airport for the exclusive or nonexclusive use of the
Airport by the United States of America during the time of war or national emergency.

8. INSURANCE; INDEMNITY.
8.1. INSURANCE.

(a) Tenant, at its sole cost and expense, shall procure and maintain from
insurance companies, and in a form satisfactory to Landlord, the following: (i) comprehensive
public liability insurance, insuring against bodily injury, death and property damage occurring in,
on, or about the demised premises with limits of not less that $1,000,000.00 combined single
limit; and (ii) fire and extended coverage insurance with respect to the Premises with limits of not
less than eighty percent (80%) of the replacement value of the Improvements. Each insurance
policy shall name Landlord as an additional insured and shall provide for thirty (30) days prior
written notice by the insurance company to Landlord in the event of cancellation of the policy or
policies. Evidence of such insurance shall be provided to Landlord promptly after a request
therefor. Hangarkeeper’s liability insurance maybe required if aircraft are on the Premises for
safekeeping, storage, service, or repair, and such insurance shall be in at least that minimum
amount reasonably determined by the Airport Manager.
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(b) The insurance requirements established herein are minimums only, and
Landlord reserves the right to require higher limits of liability insurance if, in Landlord’s
reasonable opinion, such limits are necessary in light of the business operation to be or being
conducted.

8.2. INDEMNIFICATION.

(@) Tenant does hereby covenant and agree to indemnify and save harmless
Landlord from any and all fines, suits, claims, demands, actions and/or causes of actions of any kind
and nature for personal injury or death or property damage arising out of or resulting from any
activity or operation of Tenant on the Premises or in connection with its use of the Premises;
provided, however, that Tenant shall not be liable for any injury, damage or loss occasioned by the
sole negligence or willful misconduct of Landlord, its agents or employees. Landlord shall give to
Tenant prompt and timely notice of any claim made or suits instituted which in any way, directly or
indirectly, contingently or otherwise, affects or might affect Tenant and Tenant shall have the right
to compromise and defend the same to the extent of its own interest.

(b) Tenant hereby assumes all risk of, and waives all claim against Landlord
for any loss, injury, death or damage to Tenant or Tenant’s property, or to other persons or
property sustained while in, on or about the Premises, except where such loss, injury, death or
damage is solely the result of the negligence or intentional acts of Landlord, its agents and
employees.

9. MAINTENANCE, REPAIRS AND ALTERATIONS.

9.1. MAINTENANCE AND REPAIRS. Tenant, at Tenant’s own expense, shall
provide all maintenance and repair of the Premises and the Improvements. All such maintenance
shall be reasonably commensurate with a level of maintenance sufficient to maintain the
Improvements and the remainder of the Premises in a presentable condition consistent with good
business practice and equal in appearance and character to other similar improvements at the
Airport.

(a) As part of its maintenance obligation, Tenant shall provide all janitorial and
custodial services on the Premises and in the Improvements. Whether Tenant shall elect to
furnish such services itself or engage the services of a janitorial firm, all such janitorial services
shall be commensurate with the level of such services provided for by Landlord in similarly
situated circumstances.

(b) Landlord, in order to maintain the Premises in the manner consistent with the
general maintenance of the Airport or in order to maintain similar standards of custodial service
throughout the Airport, may, but shall not be required to, assume some or all of the Tenant’s
maintenance obligation, including, but not limited to, Tenant’s obligation for providing janitorial
and custodial services, provided that Landlord shall first give written notice to Tenant, which shall
advise Tenant of Tenant’s failure to provide proper maintenance, or failure to maintain the proper
standard of janitorial and custodial service, and Tenant shall have failed to adequately remedy the
failure within thirty (30) days of the notice having been given. In the event that Landlord does take
over the maintenance obligation, Tenant shall be responsible for the reasonable expense incurred by
Landlord in doing so.
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9.2. ALTERATIONS. Tenant shall make no significant additions, alterations or
modifications to the Premises or the Improvements, nor shall Tenant install any fixtures (other
than trade fixtures which can be removed without injury to the Premises or the Improvements),
without first obtaining written approval of Landlord. Landlord’s response to Tenant’s request for
approval shall be prompt, and such approval shall not be unreasonably withheld. Upon
installation, Tenant shall furnish Landlord with a copy of the “as-built” drawings including utility
installations and site plans detailing the nature of the additions, alterations or modifications.
Landlord reserves the right to have Tenant remove, at Tenant’s sole expense, all or any of such
alterations, additions or modifications at the end of the Term.

10. PUBLIC AIRPORT FACILITIES.
10.1. LANDLORD’S CONTROL OF AIRPORT.

(a) Landlord reserves the right, in its sole discretion, to determine the nature
and extent of the Public Airport Facilities.

(b) Landlord has the right to establish and from time to time change, alter and
amend the Airport Rules, or such other reasonable rules and regulations, as may be necessary or
desirable for the proper and efficient operation and maintenance of the Airport and the Public
Airport Facilities.

(c) Landlord shall have the sole and exclusive control of the Public Airport
Facilities and may at any time and from time to time during the Term exclude any person from
use or occupancy thereof.

(d) Landlord shall have the right to make changes to the Public Airport
Facilities or any part thereof, including, without limitation, changes in the location of the landing
areas, the heliport, approach areas, runways, taxiways, and aircraft parking areas, as Landlord
deems necessary or advisable for the proper and efficient operation and maintenance of the Public
Airport Facilities.

(e) Notwithstanding any of the provisions of this Paragraph 10.1, Landlord
shall not make changes in the Public Airport Facilities that materially and adversely affect
Tenant’s right of access and use of the Public Airport Facilities, except temporarily during periods
of construction.

10.2. MAINTENANCE. Landlord shall maintain or cause to be maintained and repaired
in good condition the Airport, including, without limitation, the runways, heliport (and turf areas
adjacent to the heliport), and taxi strips. Landlord shall provide ramp cleaning and custodial
services in the Public Airport Facilities portion of the Airport.

11.  ASSIGNMENT AND SUBLETTING.

11.1. LANDLORD’S CONSENT REQUIRED. Tenant shall not voluntarily or by
operation of law, assign, transfer, mortgage, sublet, or otherwise transfer or encumber all or any part
of Tenant’s interest in this Lease or in the Premises or the Improvements, without Landlord’s prior
written consent, such consent not to be unreasonably withheld or delayed. Any attempted
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assignment, transfer, mortgage, encumbrance, or subletting without such consent shall be void, and
shall constitute a breach of this Lease. Any transfer of any ownership interest in Tenant is a transfer
subject to Landlord’s consent under this paragraph. Notwithstanding the foregoing to the contrary,
the prior approval of Landlord shall not be necessary for the assignment of the Lease to an entity
owned or controlled by Tenant or by reason of a merger or consolidation of the Tenant with another
corporation, including one formed by Tenant and created to carry on the purposes of Tenant. In
such event, notice to Landlord of the merger or consolidation shall be sufficient.

11.2. HANGAR STORAGE. Notwithstanding Paragraph 11.1, Tenant may sublet or
assign individual hangar units that are part of the Improvements to third parties without prior
written consent of Landlord provided that:

(a) The use of an individual hangar unit that is sublet or assigned is for the
primary purpose of parking and storage of an aircraft owned by or under lease to the sublessee or
assignee, and the sublessee or assignee is specifically prohibited from conducting commercial
activity; and

(b) The terms and conditions of the subletting or assignment are not in conflict
with, and expressly made subject to, all of the provisions of this Lease; and

() Tenant provides to the Airport Manager on a quarterly basis a list that
identifies the name of each sublessee or assignee or other holder of an interest in a hangar unit
(and where said person is a partnership, corporation or other business entity, the name of its
principal contact) and the tail number of each aircraft stored or parked in the unit.

11.3. NO RELEASE OF TENANT. Regardless of Landlord’s consent, no subletting or
assignment shall release Tenant of Tenant’s obligations or alter the primary liability of Tenant to
pay the rent and to perform all other obligations to be performed by Tenant hereunder. The
acceptance of rent by Landlord from any other person shall not be deemed to be a waiver by
Landlord of any provisions hereof. Consent to one assignment or subletting shall not be deemed
consent to any subsequent assignment or subletting.

11.4 TRUST DEED BENEFICIARIES AND MORTGAGEES. Notwithstanding
Paragraph 11.1, Landlord agrees that it will consent to the assignment of this Lease (or any
interest herein) for security purposes to a bona fide lender, but only under and pursuant to the
terms and conditions contained in the form of City’s Consent and Agreement attached hereto as
Exhibit “E”, which must be signed by such lender prior to Landlord’s consent being given.

12.  UTILITIES, TAXES, FEES and EXPENSES. Tenant shall pay all utilities used in its
operation of the Premises at the Airport during the term of this Lease, and such utilities shall be on
the basis of metered charges. Tenant shall make timely payment of all taxes and assessments if any,
levied against the Premises, or against Tenant’s business operation at the Premises. Tenant shall be
responsible for payment of all fees and expenses for all permits and licenses necessary for the
conduct of Tenant’s business upon the Premise during the Term.

13. DAMAGE OR DESTRUCTION OF PREMISES. In the event that the Premises, the
Improvements or Public Airport Facilities are so damaged that the Premises can reasonably be
deemed untenantable or unusable by Tenant, there shall be a reasonable and proportionate
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abatement of the rentals, fees, and charges provided for herein during the period that the same are
so untenantable or unusable.

14. DEFAULTS; REMEDIES.

14.1. DEFAULTS BY TENANT. The occurrence of any one or more of the following
events shall constitute a material default and breach of this Lease by Tenant:

(a) The vacating or abandonment of the Premises by Tenant for more than ten
(10) days;

(b) The failure by Tenant to make any payment of rent or any other payment
required to be made by Tenant and following written notice and a fifteen (15) day opportunity to
cure;

(©) The failure by Tenant to observe or perform any of the covenants, conditions
or provisions of this Lease to be observed or performed by Tenant, other than described in
Paragraph 14.1(b) above, where such failure continues for a period of thirty (30) days after written
notice thereof from Landlord to Tenant. Provided, however, that if the nature of Tenant’s
obligation is such that more than thirty (30) days are required for performance, then Tenant shall not
be in default if Tenant commences performance within such thirty (30) day period and thereafier
diligently prosecutes the same to completion;

(d) Any of the following: (i) the making by Tenant of any general assignment or
general arrangement for the benefit of creditors; (ii) the filing by or against Tenant of a petition to
have Tenant adjudged bankrupt or a petition for reorganization or arrangement under any law
relating to bankruptcy (unless, in the case of a petition filed against Tenant, the same is dismissed
within sixty (60) days); (iii) the appointment of a trustee or receiver to take possession of
substantially all of Tenant’s assets located at the Premises or of Tenant’s interest in this Lease,
where possession is not restored to Tenant within thirty (30) days; or (iv) the attachment, execution,
or other judicial seizure of substantially all of Tenant’s assets located at the Premises or of Tenant’s
interest in this Lease, where such seizure is not discharged within thirty (30) days; or

(e) The chronic delinquency by Tenant in the payment of monthly rental, or any
other periodic payment required to be paid by Tenant under this Lease. “Chronic delinquency”
shall mean failure by Tenant to pay monthly rental, or any other periodic payment required to be
paid by Tenant under this Lease, and the issuance by Landlord of the written notice described in
Paragraph 14.1(b) above, for any three (3) months (consecutive or nonconsecutive) during any
twelve (12) month period during the Term. In the event of a chronic delinquency, at Landlord’s
option, Landlord shall have the additional right to require that Tenant pay the monthly rental
quarter-annually, in advance, for the remainder of the Term.

142. REMEDIES. In the event of any such material default or breach by Tenant,
Landlord at any time thereafter, with or without notice or demand and without limiting Landlord in
the exercise of any other right or remedy which Landlord may have by reason of such default or
breach:
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(a) Terminate this Lease by any lawful means, in which case Tenant shall
immediately surrender possession of the Premises to Landlord. In such event, Landlord shall be
entitled to recover from Tenant all damages incurred by Landlord by reason of Tenant’s default
including, but not limited to, the cost of recovering possession of the Premises and the expenses of
re-letting, including necessary renovations and alteration of the Premises.

(b) Re-enter the Premises, without terminating this Lease, and remove any
property from the Premises, in which case Landlord shall be entitled to enforce all of Landlord’s
rights and remedies under this Lease, including the right to recover the rent and all other amounts
due hereunder as they become due. No re-entry or taking possession of the Premises by Landlord
pursuant to this Paragraph 14.2 or other action on Landlord’s part shall be construed as an election
to terminate the Lease unless a written notice of such intention is given to Tenant or unless the
termination thereof is decreed by a court of competent jurisdiction. Landlord’s election not to
terminate this Lease pursuant to this Paragraph 14.2(b) or pursuant to any other provision of this
Lease shall not preclude Landlord from subsequently electing to terminate this Lease or pursuing
any of its other remedies.

(c) Maintain Tenant’s right to possession, in which case this Lease shall
continue in effect, whether or not Tenant shall have abandoned the Premises. In such event,
Landlord shall be entitled to enforce all of Landlord’s rights and remedies under this Lease,
including the right to recover the rent and all other amounts due hereunder as they become due.

(d) Pursue any other or additional remedy now or hereafter available to Landlord
under the laws of the State of Arizona, including, without limitation, the imposition of a landlord’s
lien against any property located within the Premises.

The remedies set forth herein shall be deemed cumulative and not exclusive.
14.3. DEFAULT BY LANDLORD.

(@) Landlord shall not be deemed in default unless Landlord fails to perform any
obligation required by Landlord within a reasonable time, but in no event later than thirty (30) days
after Landlord’s receipt of written notice by Tenant to Landlord, which specifies the obligations that
Landlord has failed to perform. If the nature of Landlord’s obligation is such that more than thirty
(30) days are required for performance, then Landlord shall not be in default if Landlord
commences performance within such 30-day period and thereafter diligently prosecutes the same to
completion.

(b) In the event of any material default or breach by Landlord, Tenant may take
whatever steps are permitted under applicable law to terminate this Lease and/or to recover its
damages from Landlord.

(c) No waiver or default by Tenant of any of the terms, covenants or conditions
hereof required to be kept and observed by Landlord shall be construed to be or act as a waiver by
Tenant of any subsequent default of any of the terms, covenants and conditions herein contained to
be performed, kept and observed by Landlord.

144 CANCELLATION BY TENANT
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Tenant, in addition to any other right of cancellation herein given by Landlord or any
other rights to which Tenant may be entitled by law or otherwise, may cancel this Lease in its
entirety and terminate all of Tenant’s obligations hereunder at any time that Tenant is not in
default in its payments to Landlord hereunder, by giving Landlord thirty (30) days advance
written notice to be served as hereinafter provided, upon or after the happening of any one of the
following events:

A. The failure or refusal of the Federal Aviation Administration, at any time during
the Term of this Lease, to permit Tenant to operate into or from the Chandler Municipal Airport.

B. Issuance, by any court of competent jurisdiction, of an injunction in any way
preventing or restraining the use of the Airport or any part thereof for airport purposes which
affects Tenant’s operation; and the remaining in force of such injunction for a period of at least
ninety (90) days if the injunction materially affects Tenant’s normal operations.

C. The inability of Tenant to use, for a period in excess of ninety (90) days, the
Airport or any of the premises, facilities, rights licenses, services, or privileges leased to Tenant
hereunder because of any law or order, rule, regulation, or other action or any non-action of the
Federal Aviation Administration or any other governmental authority, or because of fire,
earthquake, or other casualty or acts of God or the public enemy.

D. The default by Landlord in the performance of any covenant or agreement herein
required to be performed by Landlord and the failure of Landlord to remedy such default for a
period of thirty (30) days after receipt from Tenant of written notice to remedy the same;
provided, however, that no notice of cancellation, as above provided, shall be of any force or
effect if Landlord shall have remedied the default prior to receipt of Tenant’s notice of
cancellation.

E. The assumption by the United State Government or any authorized agency thereof
of the operation, control, or use of the Airport and facilities, or any substantial part or parts
thereof, in such a manner as substantially to restrict Tenant for a period of at least ninety (90)
days, from operating thereon for the conduct of Tenant’s normal business.

Tenant’s performance of all or any part of this Lease for or during any period or periods
after a default of any of the terms, covenants, and conditions herein contained to be performed,
kept and observed by Landlord shall not be deemed a waiver of any right on the part of Tenant to
cancel this Lease for failure by Landlord so to perform, keep, or observe any of the terms,
covenants or conditions hereof to be performed, kept and observed. No waiver of default by
Tenant of any of the terms, covenants or conditions hereof required to be kept and observed by
Landlord shall be construed to be or act as a waiver by Tenant of any subsequent default of any of
the terms, covenants and conditions herein contained to be performed, kept and observed by
Landlord.

15. CONDEMNATION. If the Premises is taken under the power of eminent domain, or
sold under the threat of the exercise of said power (all of which are herein called “condemnation”)
to such an extent as to render the Premises untenantable, either Landlord or Tenant shall have the
option to terminate this Lease effective as of the date the condemning authority takes title or
possession, whichever first occurs. If condemnation does not render the Premises untenantable,
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this Lease shall continue in effect, and Landlord shall promptly restore the portion of the Premises
not taken to the extent possible to the condition existing prior to the condemnation. If, as a result
of such restoration, the area size of the Premises is reduced, the rental shall be reduced
proportionately. All condemnation proceeds shall be paid to Landlord, and Tenant waives all
claim against such proceeds; provided, however, that Tenant shall be entitled to any award
separately designated for Tenant's relocation expenses, or for damage to or taking of Tenant's
trade fixtures or other personal property. Landlord and Tenant acknowledge that Tenant shall be
entitled to the portion of condemnation proceeds attributable to the taking of any of the
Improvements, but not to any such proceeds awarded to compensate for severance damages or
costs to cure harm to the remainder of the Premises as a result of condemnation.

16. SUSPENSION AND ABATEMENT; FORCE MAJEURE. In the event that Landlord’s
operation of the Airport, or Tenant’s operations at the Airport, should be restricted substantially by
action of the Federal Government, or any agency thereof, then either party hereto shall have the
right, upon written notice to the other, to a suspension of this Lease and an abatement of a just
proportion of the services and facilities to be afforded hereunder, or a just proportion of the
payments to become due hereunder, from the time of such notice until such restrictions shall have
been remedied and normal operations restored.

17. QUIET ENJOYMENT. Landlord agrees that, on payment of the rent and performance of
the covenants and agreements on the part of the Tenant to be performed hereunder, and subject to
any conditions stated in this Lease, Tenant shall peaceably have and enjoy the Premises and all the
rights and privileges of the Airport, its appurtenances and facilities granted herein.

18. SURRENDER OF POSSESSION. Upon the expiration of the Term or earlier termination
of this Lease, Tenant’s right to use the Premises and the Improvements, and any right of access and
use of the Public Airport Facilities provided under this Lease, shall cease and Tenant shall forthwith
upon such expiration or termination surrender the same and leave the Premises in good condition
except for normal wear or tear. Except for movable property and trade fixtures of Tenant not
permanently affixed to the Premises, title to all of the Improvements shall automatically pass to
Landlord as provided herein.

19. GENERAL PROVISIONS.

19.1. DEFINITIONS OF TERMS. All definitions contained within Airport Ordinance
No. 1426 and the Federal Aviation Act of 1958 including all amendments thereto shall be
considered as included herein.

19.2. INSPECTION BY LANDLORD. Landlord may enter upon the Premises at any
reasonable time for any purpose necessary, incidental to, or connected with the performance of its
obligations hereunder, or in the exercise of its governmental functions, or for fire protection or
security purposes.

19.3. NOTICE. All notices, copies of notices, consents or other communications given
hereunder shall be in writing and may be given in person, by registered or certified United States
mail, by delivery service, or by telephone facsimile. Any notice given to a party shall be deemed
effective upon the earliest of the following: (a) actual receipt by that party; (b) personal delivery
to the designated address of that party, addressed to that party; (c) delivery by overnight courier;
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(d) telephone facsimile with receipt confirmed; or (e) if given by certified or registered United
States mail, forty-eight (48) hours after deposit with the United States Postal Service, Postage
Prepaid, addressed to that party at its designated address. The designated address of a party shall
be the address of the party shown below or such other address as that party, from time to time,
may specify by written notice to the other party:

To Landlord: City Manager
City of Chandler
Mail Stop 605, Post Office Box 4008
Chandler, Arizona 85244-4008
Fax No.: (480) 782-2209

With copies to: Airport Manager
Chandler Municipal Airport
2380 South Stinson Way
Chandler, Arizona 85249
Fax No.: (480) 782-3541

And City Attorney
City of Chandler
Mail Stop 602, Post Office Box 4008
Chandler, Arizona 85244-4008
Fax No.: (480) 782-4652

To Tenant: Arizona Pacific Aviation, LLC
100 Wilshire Blvd., Suite 2040
Santa Monica, California 90401
Fax No.: (310) 899-2081

19.4. ENTIRE AGREEMENT. This document contains the entire agreement between the
parties hereto, and no term or provision hereof may be changed, waived, discharged or terminated
unless the same is in writing executed by both parties hereto.

19.5. APPLICABLE LAW. Arizona law shall govern the construction, performance and
enforcement of this Lease.

19.6. TIME OF ESSENCE. Time shall be of the essence in the performance of every
term, covenant and condition of this Lease.

19.7. HEADINGS. The paragraph headings contained herein are for convenience in
reference and are not intended to define or limit the scope of any provision of this Lease.

19.8. NO RECORDING; MEMORANDUM OF LEASE. Without the prior written
consent of Landlord, this Lease shall not be placed of record. However, upon execution hereof, the
parties shall execute and cause to be recorded a Memorandum of Lease substantially in the form
attached hereto as Exhibit “F” in order to give notice of the Lease.
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19.9. WRITING. Any and all approvals, consent, and notices called for in this Lease shall
be in writing.

19.10. BINDING EFFECT. All the covenants, stipulations and agreements in this Lease
shall extend to and bind the legal representatives, successors and assigns of the respective parties
hereto.

19.11. SEVERABILITY. In the event that any covenant, condition, or provision
contained in this Lease is held to be invalid by any court of competent jurisdiction, the invalidity
of any such covenant, condition or provision shall in no way affect any other covenant, condition
or provision herein contained; provided that the invalidity of any such covenant, condition or
provision does not materially prejudice either Landlord or Tenant in their respective rights and
obligations contained in the valid covenants, conditions or provisions of this Lease.

IN WITNESS WHEREOF, the parties hereto have caused this Lease to be executed as of the day
and year first above written.

LANDLORD: CITY OF CHANDLER, an TENANT: ARIZONA PACIFIC, LLC, an

Arizona municipal corporation Arizona limited liability company
By:

By:
Its:

Its: Mayor

ATTEST: ATTEST:

City Clerk
Its:

APPROVED AS TO FORM

City Attorney ,éa ﬁ_
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EXHIBIT “A”
Leased Premises

Legal Description - Parcel 2b

A PORTION OF THE EAST HALF OF SECTION 12, TOWNSHIP 2 SOUTH, RANGE 5
EAST, OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA COUNTY,
ARIZONA, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT THE SOUTHWEST CORNER OF SAID SECTION 12, FROM WHICH
THE NORTHWEST CORNER OF SAID SECTION 12 BEARS N.00°16'31"W., A DISTANCE
OF 5280.43 FEET;

THENCE N.00°16'31"W. ALONG SAID LINE OF SAID SECTION 12, A DISTANCE OF
1418.96 FEET;

THENCE DEPARTING SAID LINE N.49°42'04"E., A DISTANCE OF 1611.55 FEET TO THE
POINT OF BEGINNING;

THENCE N.40°17'56"W., A DISTANCE OF 400.00 FEET;

THENCE N.49°42'04"E., A DISTANCE OF 212.00 FEET;

THENCE S.40°17'56"E., A DISTANCE OF 400.00 FEET,

THENCE S.49°42'04"W., A DISTANCE OF 212.00 FEET TO THE POINT OF BEGINNING.

CONTAINING 84,800.0 SQUARE FEET OR 1.947 ACRES AND BEING SUBJECT TO ANY
EASEMENTS, RESTRICTIONS OR RIGHTS-OF-WAY OF RECORD OR OTHERWISE.

Legal Description - Parcel 6¢

A PORTION OF THE NORTHWEST QUARTER OF SECTION 12, TOWNSHIP 2 SOUTH,
RANGE 5 EAST, OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA
COUNTY, ARIZONA, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT THE SOUTHWEST CORNER OF SAID SECTION 12, FROM WHICH THE
NORTHWEST CORNER OF SAID SECTION 12 BEARS N.00°16'31"W., A DISTANCE OF 5280.43
FEET;

THENCE N.00°16'31"W. ALONG SAID LINE OF SAID SECTION 12, A DISTANCE OF
1418.96 FEET,;

THENCE DEPARTING SAID LINE N.49°42'04"E., A DISTANCE OF 2020.95 FEET

THENCE N.89°04'18"E., A DISTANCE OF 702.83 FEET TO THE POINT OF BEGINNING;
THENCE N.00°55'42"W., A DISTANCE OF 175.00 FEET,

THENCE S.89°04'18"W., A DISTANCE OF 108.30 FEET,

THENCE N.49°33'52"E., A DISTANCE OF 308.18 FEET,;

THENCE S.40°26'08"E., A DISTANCE OF 215.17 FEET TO A POINT OF CURVE, THE
CENTRAL POINT BEARS S.49°33'52"W., A DISTANCE OF 89.00 FEET FROM SAID
POINT OF CURVE;
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THENCE SOUTHEASTERLY ALONG SAID CURVE BEING CONCAVE TO THE
SOUTHWEST, THROUGH A CENTRAL ANGLE OF 40°06'01", HAVING AN ARC LENGTH
OF 62.29 FEET TO ITS POINT OF TANGENCY;

THENCE S.00°20'07"E., A DISTANCE OF 193.32 FEET;,

THENCE S.89°04'18"W., A DISTANCE OF 340.24 FEET TO THE POINT OF BEGINNING.

CONTAINING 118,094.5 SQUARE FEET OR 2.711 ACRES AND BEING SUBJECT TO ANY
EASEMENTS, RESTRICTIONS OR RIGHTS-OF-WAY OF RECORD OR OTHERWISE.

Legal Description - Parcel 6d

A PORTION OF THE NORTHWEST QUARTER OF SECTION 12, TOWNSHIP 2 SOUTH,
RANGE 5 EAST, OF THE GILA AND SALT RIVER BASE AND MERIDIAN, MARICOPA
COUNTY, ARIZONA, MORE PARTICULARLY DESCRIBED AS FOLLOWS:

COMMENCING AT THE SOUTHWEST CORNER OF SAID SECTION 12, FROM WHICH
THE NORTHWEST CORNER OF SAID SECTION 12 BEARS N.00°16'31"W., A DISTANCE
OF 5280.43 FEET;,

THENCE N.00°16'31"W. ALONG SAID LINE OF SAID SECTION 12, A DISTANCE OF
1418.96 FEET;

THENCE DEPARTING SAID LINE N.49°42'04"E., A DISTANCE OF 2020.95 FEET;
THENCE N.89°04'18"E., A DISTANCE OF 402.83 TO THE POINT OF BEGINNING;
THENCE N.00°55'42"W., A DISTANCE OF 175.00 FEET,

THENCE N.89°04'18"E., A DISTANCE OF 300.00 FEET;

THENCE S.00°55'42"E., A DISTANCE OF 175.00 FEET;

THENCE S.89°04'18"W., A DISTANCE OF 300.00 FEET TO THE POINT OF BEGINNING.

CONTAINING 52,500.0 SQUARE FEET OR 1.205 ACRES AND BEING SUBJECT TO ANY
EASEMENTS, RESTRICTIONS OR RIGHTS-OF-WAY OF RECORD OR OTHERWISE.
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EXHIBIT “B”
ACCESS ROAD IMPROVEMENT AREA
(Centerline Description)

A portion of the Southwest quarter of Section 12, Township 2 South, Range 5 East, of the Gila
and Salt River Base and Meridian, Maricopa County, Arizona, more particularly described as
follows:

COMMENCING at the Southwest corner of said Section 12, from which the Northwest corner
of said Section 12 bears N.00°16°31”W., a distance of 5280.43 feet;

Thence N.00°16°31”W. along said line of said Section 12, a distance of 1306.51 feetl

Thence departing said line N.49°39'54"E., a distance of 2095.41 feet;

Thence N.88°53'41"E., a distance of 968.86 feet;

Thence N.00°55'42"W., a distance of 16.20 feet to the POINT OF BEGINNING and the start of
the road alignment centerline;

Thence S.89°04'18"W., a distance of 83.65 feet to a point on a curve concave to the Northeast
having a radius of 400 feet (Radius bears N.00°55'42"W.) and a central angle of 04°40°54”;
Thence along said arc for a distance of 32.68 feet;

Thence N 86°14'48"W., a distance of 167.35 feet to a point on a curve concave to the Southwest
having a radius of 400 feet (Radius bears S.03°45'12" W.) and a central angle of 04°51°31”;
Thence along said arc for a distance of 33.92 feet;

Thence S.88°53'41"W., a distance of 557.18 feet to a point on a curve concave to the Southeast
having a radius of 300 feet (Radius bears S.01°06'19"E.) and a central angle of 39°13°47”;

Thence along said arc for a distance of 205.41 feet;

Thence S.49°39'54"W., a distance of 934.49 feet to a point on a curve concave to the Northwest
having a radius of 200 feet (Radius bears N.40°20'06"W.) and a central angle of 14°50°41”;
Thence along said arc 51.82 feet;

Thence S.64°30'35"W., a distance of 77.38 feet terminating at a point which comprises the center
of a cul-de-sac with a right-of way radius of 50 feet.
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EXHIBIT “C”
REQUIREMENTS AS TO IMPROVEMENTS

These conditions and requirements (herein, the “conditions™) relating to improvements in
this Exhibit "C" shall control unless Landlord and Tenant have otherwise separately agreed in
writing to more specific time periods for production and coordination of drawings, financing and
commencement of construction. In the event such additional documentation becomes a part of
this Lease, then the time periods set forth in such documents shall be logically coordinated, the
intent being that the shorter time periods should control the parties' respective performances.

The conditions stated herein relate solely to reviews and approvals by the Airport Manager
of the Chandler Municipal Airport, acting on behalf of Landlord under this Lease. The conditions
do not affect in any way the procedures and requirements to be followed and met for obtaining
development approvals from the City of Chandler necessary for issuance of any permits or
approvals related to development within the City of Chandler. Nothing herein shall prohibit
Tenant from proceeding with necessary development approvals simultaneous with obtaining the
approvals stated below from the Airport Manager if doing so will assist Tenant in meeting the
construction and development deadlines called for in the Lease.

1. AIRPORT MANAGER APPROVAL OF TENANT IMPROVEMENTS.

As used herein, the terms "improvements" or "structures” shall mean and include without
limitation all permanent buildings, and all other major structures or improvements of any kind
located above the ground level of any site, plus any replacements, additions, repairs or alterations
thereto. No improvement shall be constructed or maintained on the Leased Premises until the
Airport Manager has first approved in writing the design, density, size, appearance and location
thereof—which approval shall not be unreasonably withheld. Before commencing any work of
improvement or applying for any governmental permit or approval, Tenant shall first deliver to
the Airport Manager for review two (2) sets of schematic plans and preliminary specifications,
including grading and drainage plans, exterior elevations, floor plans, site plans, and showing in
reasonable detail existing topography and proposed type of use, size, land coverage, shape,
height, location, material and elevation of each proposed improvement, all proposed ingress and
egress to public or private streets or roads, all utilities and service connections, and all proposed
landscaping, exterior materials and fences, parking, exterior lighting, signs, cut and fill, finished
grade, runoff and concentration points. Nothing in this paragraph shall imply a submission
standard higher than that required for a building permit, except as it relates to land use(s), utilities,
infrastructure and impact upon adjoining properties and use(s) of adjoining properties.

The Airport Manager shall then have ten (10) calendar days during which to review such
preliminary plans and specifications. Once the preliminary plans and specifications have been
reviewed, but prior to commencing any such work, Tenant shall submit to the Airport Manager
for approval the final plans and specifications for any proposed improvements in the same manner
as provided above, which approval shall not be unreasonably withheld.

All plans and specifications for grading or improvements to be submitted to the Airport
Manager hereunder shall be prepared by a licensed or registered architect or engineer, as the case
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may be. All grading, piling, footing and foundation work must be conducted under the
supervision of an appropriate licensed engineer. At the Airport Manager's option, a final
certification by a licensed soils engineer or geologist must be filed with the City upon completion
of the grading work. The Airport Manager shall not unreasonably withhold its approval of any
such plans or specifications.

The Airport Manager shall be conclusively deemed to have given approval unless, within
ten (10) calendar days after all such plans and specifications have been received by the Airport
Manager for review, the Airport Manager shall give Tenant written notice of each item of which
the Airport Manager reasonably disapproves. Unless so disapproved, the Airport Manager shall
endorse its approval on at least one set of plans and promptly return the same to Tenant. The
Airport Manager may disapprove any plans which are not in harmony or not compatible with
other existing or proposed improvements on or in the vicinity of the Leased Premises, or
consistent with the City Master Plan for airport property in the general area in which the Leased
Premises is located, the sole discretion as to such adequacy remaining with the Airport Manager.
Notwithstanding the foregoing, Tenant may, in accordance with the Lease, repair, replace, alter or
reconstruct any improvement on the Leased Premises for which plans were previously approved
by the Airport Manager as provided above, but only if such repair, replacement, alteration or
reconstruction is substantially identical to the improvement previously approved.

Concerning utility installations, Tenant, at Tenant's sole cost, including any connection
fees, assessments or changes, shall be responsible for the installation on the Leased Premises of
all utilities required by Tenant’s use of the Leased Premises, assuming such utility services are
available to the Leased Premises.

The Airport Manager shall not be liable for any damages in connection with approval or
disapproval of any plans or specifications, any Tenant construction or performance by Tenant on
the Leased Premises in connection with the erection of such improvements, any Tenant mistake in
judgment, negligence or omissions in exercising Tenant’s rights and responsibilities hereunder, or
the enforcement or failure to enforce any provisions contained in the Lease. The Airport
Manager's approval of plans and specifications shall not constitute the assumption of any
responsibility by Landlord or its representatives for the accuracy, efficacy or sufficiency thereof,
and Tenant shall be solely responsible therefor.

Notwithstanding any other provision of this Section 1 of Exhibit “C”, if an improvement
involves a modification to an aircraft hangar or hangar unit that is of such a minor nature that the
City department responsible for issuing building permits (the “Building Department”) does not
require the submittal of plans and specifications prepared by a licensed or registered architect or
engineer or the improvement does not require a permit from the Building Department, then
Tenant shall submit to the Airport Manager, (i) such information concerning the improvement as
may be reasonably required by the Building Department, along with a written confirmation from
the Building Department that plans and specifications prepared by a licensed or registered
architect or engineer are not required and that a building permit is not required, and (ii) such
additional information as the Airport Manager may reasonably require in order for the Airport
Manager to determine whether the improvement will be in harmony and compatible with other
existing or proposed improvements on or in the vicinity of the Leased Premises, or with the City’s
Master Plan for the airport property in the general area in which the Leased Premises is located.
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2. CERTIFICATES OF COMPLIANCE.

Tenant shall obtain all necessary permits and shall send copies of the same to the Airport
Manager, as well as copies of Certificates of Completion/Occupancy associated with such permits
and pay the cost thereof. Prior to commencement of any such work on improvements, Tenant
shall supply to the Airport Manager a certificate from a licensed civil engineer or land surveyor
verifying that the proposed improvements will be located on the correct parcel and in accordance
with plans previously approved by the Airport Manager. The Airport Manager may waive such
requirement if Landlord has already surveyed the proposed premises. Upon final completion of
any such improvements, Tenant shall supply to Landlord a further certification by Tenant's
architect (including the landscape architect in the case of improvements consisting of
landscaping) that the improvements, as designed by the architect, have been completed in
accordance with the plans previously approved by the City. Final landscaping as approved by the
City shall be completed within ninety (90) days after completion of the structure. Tenant shall
also supply to the City one (1) set of "as-built" grading plans showing all underground
installations within sixty (60) days following final completion of any of the improvement within
the Leased Premises. Tenant shall also furnish the City with a complete set of "as-built" building
plans and an itemized statement of the actual construction cost of such improvements, not later
than sixty (60) days after completion.

3. DILIGENT COMPLETION AND COMPLIANCE.

After commencement of construction, Tenant shall diligently complete the construction so
that the improvements will not remain in a partly finished condition any longer than is reasonably
necessary. Tenant shall comply with all applicable governmental laws, ordinances and other
requirements, conditions and restrictions that may affect the leased premises, including, without
limitation, the Americans With Disabilities Act, and shall make such corrections, alterations or
other improvements as may be necessary to remedy any non-complying condition (subject to the
reasonable approval of the City), all at the sole cost and expense of Tenant.
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EXHIBIT “D”
IMPROVEMENTS

Phase 1 — Start within twenty-four (24) months of Lease Effective Date. Completion

within thirty-six (36) months of Lease Effective Date. Consisting of:

e Begin construction on Parcels 2a (to be leased through separate instrument) & 2b of
approximately 134,000 square feet of hangars and offices with a minimum of 100,000
square feet constituting hangar space as generally shown in the Lessee’s proposed site
plan depicted below.

e Taxilanes to access the hangars and to connect with the runway/taxiway system and
aircraft staging areas.

e Auto parking of at least minimum size to meet City Code for the building sizes.

Phase 2 — Start within forty-eight (48) months of Lease Effective Date. Completion within

sixty (60) months of Lease Effective Date. Consisting of:

e Begin construction on Parcels 6¢c, 6d and 6e (6e to be leased through separate
instrument) of approximately 52,000 square feet of hangars and offices as generally
shown in the Lessee’s proposed site plan depicted below.

e Taxilanes to access the hangars and to connect with the runway/taxiway system.

e Auto parking of at least minimum size to meet City Code for the building sizes.

Roadway improvement construction in a timeline appropriate to accommodate earliest
planned use of the facilities. All roadway construction to be completed at the same time
regardless of project phasing.

NEW
HELIPORT

~ N - 5
O N e m A Sg mmmm == Ly D e - T BARCEL 6C
7 r N P 118,094.5 SF
¢ 2,717 ACRES

637.8 3 : -
\ 3RO ACRE PARCEL 6D

52.500.0 SF y
1.205 ACRES N 1
'
+

27 of 37



EXHIBIT "E"
CITY'S CONSENT AND AGREEMENT
(For Financing Purposes)

Description of Ground Lease.

"City": City of Chandler, an Arizona municipal corporation

"Tenant": Arizona Pacific Aviation, LLC, an Arizona limited liability
company

"Lease": Ground Lease dated

"Leasehold": Tenant's interest in the Lease and all Leasehold
Improvements

"Lender":

NOW, THEREFORE, City and Lender represent, warrant, covenant and agree as
follows:

1. Consents. City hereby consents to the assignment of Tenant's interest in
the Leasehold to Lender for security purposes under the Lender's Deed of Trust upon closing of
the loan. Herein the term "Deed of Trust" shall mean the Lender's Deed of Trust as may be
applicable and the "Lender" shall mean , as its/their interests appear in the
Deed of Trust.

2. Status of Lease. A true and correct copy of the Lease, together with all
amendments, supplements, and modifications thereto, is attached as Schedule A to this
Agreement. The Lease is presently in full force and effect, is valid and enforceable according to
its terms and has not been modified or amended in any way except as shown on the copy of the
Lease attached hereto. The Lease includes a description of the land and improvements to which
the Leasehold applies (herein, the “Leased Premises™).

3. Non-Default. Tenant is not in default (a) in the payment of rent or any
other amounts due and payable by Tenant to City under the Lease or (b) to the actual knowledge
of City, in the observance or performance of any other covenant or condition to be observed or
performed by Tenant under the Lease. To the actual knowledge of City, no event has occurred
which now does or hereafter will authorize City to terminate the Lease.

4. Right to Foreclose Deed of Trust. Lender recognizes that any Deed of
Trust taken by Lender affects and applies only toTenant's interest in the Leasehold and that City
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will not permit any security interest to be taken in any of its land or to encumber its fee interest in
any of its land. In the event of default by Tenant under the terms of the Deed of Trust, Lender
may enforce or foreclose the Deed of Trust including the acceptance of a Deed in Lieu of
Foreclosure. City agrees that in connection with any such foreclosure, Lender may:

7 4.1.  Acquire Tenant's interest in the Leasehold either by Deed in Lieu of
Foreclosure or by actual foreclosure (judicial or non-judicial) without further consent of City,
subject to the requirements of paragraph 6.4 below; and

4.2. Rent the Leased Premises pending foreclosure of the Leasehold by
Lender without further consent of City; and

4.3.  Assign and sell the Leasehold in whole or in part to any person or
entity, subject to the requirements set forth in Paragraph 11 below.

In the event the successful purchaser at the foreclosure sale is a person or entity other than
Lender, such purchaser shall not automatically succeed to Tenant's interest in the Leasehold, but
must first qualify as an acceptable party as set forth in Paragraph 11 below and Lender agrees to
insert the following language in its Deed of Trust: "Trustee's and Beneficiary's right to sell/assign
the Leasehold interest secured by this Deed of Trust upon foreclosure to any person other than
Beneficiary, is limited to such person reasonably being approved by the City of Chandler pursuant
to that certain 'City's Consent and Agreement' between the City of Chandler and Beneficiary."

5. Surrender of the Leased Premises. No surrender of the Leased Premises
or any other act of Tenant shall be deemed to terminate the Lease and City will not terminate
voluntarily the Lease by agreement with Tenant unless Lender has been previously notified in
writing and has consented to the termination in writing.

. Notice of Default and Lender's Rights.

6.1. Notice of Default. If Tenant defaults under the Lease or if any
event occurs which would give City the right to terminate, modify, amend or shorten the term of
the Lease, City shall take no steps to exercise any right it may have under the Lease without first
giving Lender written notice of such default. A copy of each and every Notice of Default served
or sent by City or its agent to or upon Tenant pursuant to the Lease shall be sent
contemporaneously to Lender in accordance with Paragraph 18 below. Such Notice of Default
shall specify the event or events of default then outstanding and the time period at the end of
which the indicated action would become effective.

6.2. Termination for Monetary Default. If the Notice of Default
given by City to Lender relates to a monetary default and Tenant has not cured such monetary
default within 15 days as provided in the Lease and Tenant's failure to cure results in City
desiring to terminate the Lease, City may terminate the Lease if such monetary default is not
cured by either Tenant or Lender within twenty (20) days of Lender's receipt of Notice, and kept
current thereafter.
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6.3. Termination for Non-Monetary Default. If the notice given by
City to Lender relates to a non-monetary default and Tenant has not cured such non-monetary
default within the 30-day period specified in the Lease, City shall take no action to terminate the
Lease if:

6.3.1. Within 20 days after City's notice to Lender of Tenant's
failure to cure (or failure to diligently pursue a cure) Lender notifies City of its intent to realize
upon its security interest and commences realization within 60 days thereafter, and diligently
pursues realization; and

6.3.2. Lender notifies City that it will assume the Lease when
Lender is legally entitled to the ownership and/or possession of Tenant's interest in the Leasehold,
and

6.3.3. Lender pays City at time of notification all back rent or
other monies or performances due that may be in default up to the date Lender notifies City of
Lender's intent and further pays all rent that accrues during the period after Lender so notifies
City and completes such other performances that may be required or come due under the Lease.

7. Termination Due to Bankruptey. City shall not terminate the Lease
because of Tenant's breach of any term(s) of the Lease relating to the solvency of Lessee or the
institution of any bankruptcy, insolvency, receivership or related action by or against Lessee as
long as Lender cures any default under the Lease by Tenant as provided in this Consent and
Agreement.

8. Failure to Cure Default. If the non-monetary default is of a nature which
requires immediate abatement as a result of which Lender would not normally pursue realization
on the collateral, and Tenant has not taken steps to immediately cure the default, the Lender must
take immediate steps to cure such default within ten (10) days of receipt of notice or else the City
may terminate the Lease.

9. Release of Deed of Trust. Upon termination of the Lease as provided
herein, Lender shall release its Deed of Trust within fifteen (15) days thereafter.

10.  Assumption of the Lease. If Lender acquires the interest of Tenant at any
time or takes possession of the collateral, then Lender shall formally assume the Lease within
twenty (20) days thereafter. Failure to so assume the Lease shall give City the right to
immediately terminate the Lease.

11.  Right to Assign. Lender shall not have the right to assign its interest in the
Leasehold nor, in the case of a foreclosure under the Deed of Trust, shall the Trustee under the
Deed of Trust transfer the Leasehold to any person or entity (other than Lender) without first
obtaining the written consent of City or such assignment or transfer, which consent will not be
unreasonably withheld or delayed provided that Lender (i) has disclosed to City the identity of the
proposed purchaser, assignee or transferee; (ii) shown to City that the purchaser's, assignee's or
transferee's credit standing would reasonably be acceptable to a commercially prudent lender; and
(iii) provided evidence to City that the use of the Leasehold by such purchaser, assignee or
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transferee will be consistent with the terms of the Lease or Lessee's prior use of the Leasehold.
Upon the purchaser's, assignee's or transferee's assumption and agreement to perform and to be
bound by all of the terms of the Lease, Lender shall be relieved of further liability under the
Lease. However, if Lender finances the purchaser, assignee or transferee, Lender shall again be
subject to all the obligations set forth in this Agreement.

12.  Disposition of Insurance and Condemnation Proceeds. City shall be
named as an additional insured under any of Tenant's casualty policies on the Leased Premises to
the extent of the interests stated in this Paragraph 12. Should the Leased Premises suffer any loss
which is covered by casualty insurance, and the insurance proceeds are used to restore any
improvements made by Tenant, City agrees that Tenant and Lender shall have the right to such
proceeds so long as none of City's property, utilities or other services therein are damaged or such
damages are repaired. In the event the Leased Premises are substantially damaged and Tenant's
improvements have been repaired, City shall only participate in the insurance proceeds to the
extent necessary to repair and restore the land and any of City's or Tenant's improvements
(excluding buildings and personal property) on or in the ground to the same condition that the
land was in at the commencement of the Lease, or in the same condition as at the time of the
casualty. Under the Lease, City has the option of requiring Tenant to demolish the Improvements
at the end of the lease term, or to have Tenant convey title to City of Tenant's interests in the
Leasehold Improvements. In the event the Leased Premises and the Leasehold are so severely
damaged that Tenant's and Lenders' decision is not to repair or restore the Leased Premises, City
shall participate in the insurance proceeds to the extent necessary to remove the remainder of the
damaged improvements and to restore the Leased Premises and any utilities or other such
improvements (excluding rebuilding the improvements or restoring other personal property of
Tenant) to the same condition the land was in at the commencement of the Lease, or in the same
condition as at the time of the casualty. Other than as described herein, City shall have no claim to
insurance proceeds or condemnation proceeds that are attributable to Tenant's interest in the
Leasehold, nor shall Lender have any interest in City's condemnation proceeds, if any.

13. Right to Participate in_Litigation. Lender shall have the right to
participate in any litigation, arbitration or dispute directly affecting the Leased Premises or the
interests of Tenant or Lender therein, including without limitation, any suit, action, arbitration
proceeding, condemnation proceeding or insurance claim. City, upon instituting or receiving
notice of any such litigation, arbitration or dispute will promptly notify Lender of the same.

14. Incorporation_of Mortgagee Protection Provisions. To the extent not
inconsistent with this Agreement, all provisions of the Lease that by their terms are for the benefit
of any leasehold mortgagee, are hereby incorporated herein for the benefit of Lender.

15. Right to_ Remove Collateral. In the event Lender exercises its rights
under its collateral and realizes upon the collateral, City agrees that Lender is entitled to remove
Tenant's furniture, movable trade fixtures and equipment installed by Tenant from the Leased
Premises at any reasonable time and that the collateral shall remain personal property even though
the trade fixtures may be affixed to or placed upon the Leased Premises. "Trade fixtures" means
the movable personal property of Tenant which is free standing or attached to floors, walls or
ceiling, but does not include installed light fixtures, floor coverings, doors, windows, heating,
plumbing or electrical systems or components thereof, including any roof-mounted HVAC
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equipment and/or units thereof, or permanent walls or partitions installed by Tenant. In the event
Lender so realizes on its collateral, City waives any right, title, claim, lien or interest in the above
trade fixtures by reason of such fixtures being attached to or located on the Leased Premises.
Lender shall use reasonable care in removing the trade fixtures from the premises and shall repair
any damage that may result from such removal which shall be completed accordance with the
terms of the Lease.

16. Interpretation of Agreement. This Agreement sets forth the complete
understanding of Lender with respect to this transaction; may be amended only in writing signed
by the parties; and, without limiting the generality of the foregoing shall not be deemed modified
by any course of dealing. No provision in the Deed of Trust, or in any other document executed
by or for the Lender or Tenant to which City is not a party, shall vary, modify or expand the
covenants herein contained. In the event of any conflict between the terms of this Agreement and
the Lease, this Agreement shall control.

17.  Fees & Costs. In the event of litigation or arbitration between the parties
to enforce or interpret this Agreement, the arbitrator, Board of Arbitration or Judge, as may be
appropriate, may award the prevailing party in such arbitration or litigation a reasonable attorney's
fee not to exceed 20 percent of the amount in controversy, plus costs and costs of collection.

18. Notices. All notices, copies of notices, consents or other communications
given hereunder shall be in writing and may be given in person, by registered or certified United
States mail, by delivery service, or by telephone facsimile. Any notice given to a party shall be
deemed effective upon the earliest of the following: (a) actual receipt by that party; (b) personal
delivery to the designated address of that party, addressed to that party; (c) delivery by overnight
courier; (d) telephone facsimile with receipt confirmed; or (e) if given by certified or registered
United States mail, forty-eight (48) hours after deposit with the United States Postal Service,
Postage Prepaid, addressed to that party at its designated address. The designated address of a
party shall be the address of the party shown below or such other address as that party, from time
to time, may specify by written notice to the other party:

If to Lender:

If to City: Airport Manager
Chandler Municipal Airport
2380 South Stinson Way
Chandler, Arizona 85249
Fax No.: (602) 782-3541
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With copy to: City Attorney
City of Chandler
Mail Stop 602, Post Office Box 4008
Chandler, Arizona 85244-4008
Fax No.: (602) 782-4652

IN WITNESS WHEREOF, the City has executed these presents this day of
,20

CITY OF CHANDLER, an Arizona municipal

corporation
By:
Its:

Approved as to form:

City Attorney

AGREED to this day of , 20
LENDER:

By:
Its:
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SCHEDULE A

To City's Consent and Agreement (Exhibit )

Copy of Lease
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EXHIBIT “F”
Memorandum of Lease Form

When recorded, return to:

MEMORANDUM OF LEASE

This Memorandum of Lease is made as of this day of , 20 , by and
between the City of Chandler, an Arizona municipal corporation, with an office at the Chandler
Municipal Airport, 2380 South Stinson Way, Chandler, Arizona 85249 (hereinafter referred to as

“Landlord”) and , a(n) , with an office at
, , Arizona (hereinafter referred to as “Tenant”).

1. Landlord and Tenant have entered into a lease agreement identified as Airport

Lease Contract No. (the “Lease”) on the day of , 20, pursuant to

which Tenant is permitted to make use and take possession of certain undeveloped real property
for specified acronautical activities or commercial aviation activities, all as set forth in the Lease.

2. The term of the Lease is for (__) years commencing on (the
“Commencement Date”) and terminating on the anniversary of the Commencement
Date, with two (2) successive ten (10) year options to renew.

3. The real property leased to Tenant under the Lease is described in attached Exhibit
“A” to this Memorandum of Lease.

4. This Memorandum of Lease may be executed in counterparts, which together shall
constitute a single instrument.

IN WITNESS WHEREOF, the parties have executed this Memorandum as of the date
specified above.

LANDLORD: CITY OF CHANDLER, TENANT:
an Arizona municipal corporation

By: By:
Its: Its:
APPROVED AS TO FORM:

City Attorney
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STATE OF ARIZONA )

) ss.
County of Maricopa )
The foregoing instrument was acknowledged before me this day of
20, by , who acknowledge se himself/herself to be the

of the CITY OF CHANDLER, an Arizona municipal corporation.

Notary Public
My Commission Expires:
STATE OF ARIZONA )
) ss.
County of Maricopa )
The foregoing instrument was acknowledged before me this day of
20, by , who acknowledge se himself/herself to be the
of , a(n) .
Notary Public

My Commission Expires:
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CHANDLER MUNICIPAL AIRPORT
AIRPORT LEASE CONTRACT
NO. 013

Recitals

WHEREAS, pursuant to a “request for proposals” process (“RFP process™) undertaken by
Landlord, the parties identified herein have entered into Airport Lease Contract No. 012, under
which Landlord has leased to Tenant, and Tenant has leased from Landlord, those certain parcels
of unimproved land at the Chandler Municipal Airport depicted in attached Exhibit “D” as Airport
Parcel Nos. 2b, 6¢ and 6d; and

WHEREAS, since undertaking the RFP process, Landlord’s governing body has
established a direct leasing process for other land parcels at the Chandler Municipal Airport; and

WHEREAS, Tenant desires to lease from Landlord the two additional land parcels
described herein through Landlord’s direct leasing process in order to compliment Tenant’s
development of Airport Parcel Nos. 2b, 6¢ and 6d; and

WHEREAS, Landlord’s direct leasing process contemplates the use of a standard form of
lease contract, which needs to be modified in order to allow the two parcels described herein to be

developed in conjunction and concurrent with Tenant’s development of Airport Parcel Nos. 2b, 6¢
and 6d; and

WHEREAS, Landlord and Tenant are willing to enter into Landlord’s standard form lease
contract, as modified herein, in order to complete the direct leasing of the two additional land
parcels described herein.

Covenants

1. PARTIES. This Airport Lease Contract (this “Lease™) is entered into effective
February 1, 2007 (the “Effective Date”), by and between the CITY OF CHANDLER, an
Arizona municipal corporation (“Landlord”), and ARIZONA PACIFIC AVIATION, LLC, an
Arizona limited liability company (“Tenant”).

2. PREMISES AND IMPROVEMENTS.

2.1. PREMISES. Landlord leases to Tenant and Tenant leases from Landlord for the
term of this Lease, at the rental, and upon all of the conditions set forth herein, that portion of the
real property owned and operated by Landlord as a municipal airport known as the Chandler
Municipal Airport (the “Airport”) consisting of two parcels of unimproved real property located
in Maricopa County, Arizona, depicted in attached Exhibit “D” as Airport Parcel Nos. 2a and 6e,
each of which is legally described in attached Exhibit “A”, and which collectively consist of 6.64
acres or 289,236.7 square feet gross more or less (the “Premises” or “Leased Premises”),
together with certain additional rights to use and access of the Public Airport Facilities (defined
below) as set forth in Paragraph 2.2 of this Lease.

2.2. AIRPORT ACCESS RIGHTS. During the term of this Lease, Tenant shall have
the following additional rights, each of which is non-exclusive, and each of which is subject to
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all applicable laws, ordinances, rules and regulations, including, but not limited to, the current
Chandler Municipal Airport Rules and Regulations, as adopted and approved by the Chandler
City Council, and any subsequent amendments thereto (the “Airport Rules”):

(a) A non-exclusive right to use of the Public Airport Facilities. As used in
this Lease, the term “Public Airport Facilities” means (i) the Airport landside areas; (ii) the
Airport airside facilities operated and maintained by Landlord for public use, including, but not
limited to, the landing areas, approach areas, runways, taxiways, aprons, aircraft parking areas,
navigational and avigational aids, lighting facilities; and (iii) other areas of the Airport that may
be made available to the public by the Airport Manager,

(b) A non-exclusive right of access to and from the Premises over and across
the landside roadways serving the Airport, which shall be available for use by Tenant, and
Tenant’s agents, servants, patrons, and invitees;

(c) A non-exclusive right to enter upon and exit the airside of the Airport
from the Premises to conduct any aeronautical activity or commercial aviation activity that is a
permitted use under this Lease.
As used in this Paragraph 2.2 or elsewhere in this Lease, the terms “airside”, “landside”,

“aeronautical activity”, “commercial aviation activity” and “Airport Manager” have the same
meaning as set out in the Airport Rules.

2.3.  ONSITE IMPROVEMENTS. Subject to the Airport Manager’s prior approval of
Tenant’s construction plans and specifications (the “Tenant’s Plan™), and in accordance with the
requirements set forth in attached Exhibit “C”, Tenant, at Tenant’s sole cost, shall construct upon
the Premises one or more buildings and related common areas, aprons, access ways, taxi lanes,
parking areas, utilities, landscaping, or other improvements as set forth in the Tenant’s Plan (the
“Improvements”). Based upon the representations made by Tenant in Tenant’s Airport Lease
Application package dated August 9, 2006, the Improvements are summarized in attached
Exhibit “D”. In no event shall any buildings identified as part of the Improvements contain less
space than indicated in attached Exhibit “D”.

(a) The Improvements shall be constructed in two phases. The Improvements
that are part of the Premises consisting of Airport Parcel No. 2a shall be constructed as part of
the “Phase 1 Improvements,” which are identified and described in Airport Contract No. 012.
The Improvements that are part of the Premises consisting of Airport Parcel No. 6e shall be
constructed as part of the “Phase 2 Improvements,” which are identified and described in Airport
Contract No. 012,

(b) The construction of the Improvements shall be deemed completed when a
certificate of occupancy is issued for the Improvements by the “Building Department” (defined
in attached Exhibit “C”).

(©) Title to the Improvements shall remain the property of Tenant during the
term of this Lease but, except for movable property and trade fixtures of Tenant not permanently
affixed to the Premises, title to the Improvements, shall automatically pass to Landlord upon the
expiration, termination, or any earlier cancellation of this Lease as provided herein.
Notwithstanding the foregoing, Tenant agrees to execute, acknowledge and deliver to Landlord
at or prior to the expiration, termination, or earlier cancellation of this Lease a proper recordable
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Instrument prepared by Landlord quit claiming and releasing to Landlord any right, title and
interest of Tenant in and to the Leased Premises and the Improvements.

2.4.  OFFSITE IMPROVEMENTS. During the period of each phase of construction of
the Improvements, Tenant, at Tenant’s sole cost, shall also complete construction of certain
utility improvements located off the Premises, but which are necessary to provide utility service
to the Premises (the “Offsite Utility Improvements”), and certain connecting taxilane
improvements located off the Premises (the “Connecting Taxilane Improvements™). The Offsite
Utility Improvements shall consist of lines, equipment, appurtenances and other facilities
necessary for providing water, sewer, electric and telecommunication services from existing
utility connection points to the Premises. The Connecting Taxilane Improvements are those
described in Tenant’s Plan and shall be used to allow aircraft access between the Premises and
the airside of the Airport.

2.5.  OFFSITE ROAD IMPROVEMENTS. Tenant shall also participate, as specified
below, in constructing the improvement of the access area described in attached Exhibit “B” as a
roadway that meets the requirements set forth under City of Chandler Standard Detail No. C-222
(the “Offsite Road Improvements”). Tenant shall be entitled to rent abatement pursuant to
Paragraph 4.4 for Tenant’s contribution to the cost of the Offsite Road Improvements. The
construction of the Offsite Road Improvements shall be bonded separately from all other
improvements. Tenant under this Lease and under Airport Lease Contract No. 012 shall be
responsible for construction of the offsite road improvements commencing at the end of the
existing Ryan Road, as shown in the attached Exhibit “G” and continuing to the extension of the
southwest boundary of Parcel 2b.

2.6.  SURETY BONDS. Prior to the construction of the Improvements, the Offsite
Utility Improvements and the Connecting Taxilane Improvements for each phase of construction,
Tenant shall provide Landlord with a performance bond and a payment bond as follows:

(a) The performance bond shall be in an amount equal to the total cost of the
Improvements, the Offsite Utility Improvements and the Connecting Taxilane Improvements for
the particular phase of construction. The condition of said bond shall be such that Tenant shall
faithfully perform the construction of the Improvements, the Offsite Utility Improvements and
the Connecting Taxilane Improvements for the particular phase of construction in accordance
with the approved Tenant’s Plans. Such bond shall be solely for the protection of Landlord.

(b) The payment bond shall be in an amount equal to the total cost of the
Improvements, the Offsite Utility Improvements and the Connecting Taxilane Improvements for
the particular phase of construction. The condition of said bond shall be such that Tenant shall
promptly pay or cause to be paid all monies due to all persons supplying labor and materials in
the construction of the Improvements, the Offsite Utility Improvements and the Connecting
Taxilane Improvements for the particular phase of construction.

(© Each bond shall be executed solely by a surety company or companies
holding a certificate of authority to transact surety business in the State of Arizona issued by the
director of the Arizona Department of Insurance pursuant to Title 2, Chapter 2, Article 1 of the
Arizona Revised Statutes, and no such bond shall be executed by an individual surety or sureties.
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(d) Each bond shall include a provision allowing the prevailing party in a suit
on such bond to recover as a part of the judgment such reasonable attorney’s fees as may be
fixed by a court of competent jurisdiction.

(e) In the event that Tenant’s lender, if any, requires such bonds, the bond
requirements herein shall be satisfied if the bonds required by the lender meet the conditions of
Paragraphs 2.6(a), (b), and (c), provided Landlord shall be named as a dual obligee or co-obligee
under such bonds.

2.7. ACCEPTANCE OF PREMISES. Tenant acknowledges that Tenant has
examined and/or conducted an environmental assessment of the Premises and the adjoining
portion of the Airport and, upon signing this Lease, accepts the Premises and the adjoining
portion of the Airport in their condition as of the Effective Date, normal wear and tear excepted.
Landlord has made no warranties, expressed or implied, as to any condition, apparent or
unknown, affecting the Premises or the adjoining portion of the Airport, except as otherwise
stated in this Lease. Tenant agrees to make any changes to the Premises reasonably needed to
conform to any federal, state or local law applicable to the Tenant’s use of the Premises.
Landlord warrants that improvements existing on the Premises at the Effective Date, if any, do
conform to all applicable federal, state and local laws.

3. TERM. The term of this Lease (the “Term”) shall initially be for a period of thirty (30)
years, commencing on the Effective Date. Tenant shall have two (2) options to extend the Term
for an additional ten (10) years each. Tenant may exercise the first option by giving written
notice to Landlord no later than 180 days prior to the expiration of the initial period of the Term
of Tenant’s intention to exercise the option. Tenant may exercise the second option by giving
similar written notice to Landlord no later than 180 days prior to the expiration of the first
extension of the Term of Tenant’s intention to exercise. The first extension of the Term shall
commence immediately upon the expiration of the initial period of the Term, and the second
extension of the Term shall commence immediately upon expiration of the first additional period
of the Term. All of the conditions, covenants and provisions of this Lease shall be in effect
during the Term and any extension of the Term. The Term shall not be extended if Tenant is in
default of Tenant’s obligations under this Lease, whether monetary or non-monetary, on the date
that Tenant gives any such written notice to Landlord or if Tenant is in default on the date that
any extension of the Term would otherwise commence, unless or except if Tenant has timely
cured any default after being given written notice thereof.

4. RENT.

4.1. RENT PAYMENTS. Rent payments shall commence upon the date that the first
building permit for the construction of the Phase 1 Improvements is issued by the Building
Department or upon the 241st calendar day after the Effective Date of this Lease, whichever
occurs first (the “Rent Commencement Date™). All rent payments that are received by Landlord
from Tenant shall be applied first toward any accrued late payment charges or interest, then to
any other charges or fees stated in this Lease that may be due and owing, then to any back rent
due and not yet paid, and then to the current rent.

4.2. MONTHLY BASE RENTAL. Initially, Tenant shall pay to Landlord a monthly
base rental for the Premises of $3,222.08 (the “Monthly Base Rent”), which is based on the
following:
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(a) For the portion of the Premises that consists of Airport Parcel No. 2a, the
annual lease rate of $0.158 per square foot multiplied by 232,598.9 square feet and then divided by
12; and

(b) For the portion of the Premises that consists of Airport Parcel No. 6e, the
annual lease rate of $0.0676 per square foot multiplied by 56,637.8 square feet, then divided by
12, which shall then be discounted by 50% until the date that a building permit is issued by the
Building Department for the construction of the Phase 2 Improvements or upon the 1,261st
calendar day after the Effective Date of this Lease, whichever occurs first.

(c) On each one (1) year anniversary of the Rent Commencement Date, the
Monthly Base Rent shall be increased in accordance with the provisions of Paragraph 4.3. When
rent payments commence, the Monthly Base Rent due hereunder shall be payable in advance to
Landlord on or before the first day of each month during the Term at the address stated herein or
to such other persons or at such other places as Landlord may designate in writing and shall be
paid in lawful money of the United States of America. The Monthly Base Rent for any period
during the Term which is for less than one month shall be a pro rata portion of the monthly
installment.

4.3. MONTHLY BASE RENT INCREASE. Commencing on the first one (1) year
anniversary of the Rent Commencement Date, and on each subsequent one (1) year anniversary
thereafter, the Monthly Base Rent shall be adjusted in accordance with this paragraph. The rent
increase shall be determined by multiplying the current annual rent by the annual percent change
in the Consumer Price Index for all Urban Consumers (CPI-U), as reflected in the U.S. Western
Region Average CPI-U for All Items (base period 1982-1984), for the month which is six (6)
months prior to the month of the anniversary of the Rent Commencement Date (“the Adjustment
Month”) of the current lease year from the CPI-U for the Adjustment Month of the prior year, as
those index figures are determined by the United States Department of Labor, Bureau of Labor
Statistics. If there is no such CPI-U figure for the Adjustment Month of any year of the Term,
then the Adjustment Month figure of the successor or most nearly comparable successor Index
shall be used.

(a) The calculation of the annual rent increase shall be as follows:

(1) Determine the current annual rent by multiplying the current
monthly rent by 12.

2) Determine the CPI-U index point change by subtracting the
previous year’s CPI-U index figure for the Adjustment Month from the current year’s CPI-U
index figure for the Adjustment Month.

3) Determine the CPI-U annual percent change by dividing the index
point change by the previous year’s CPI-U index figure for the Adjustment Month. This quotient
can be expressed as a percentage by multiplying by 100.

4) Determine the additional annual rent by multiplying the current
annual rent by the annual percent change.

(5) Determine the new annual rent by adding the additional annual rent
to the current annual rent.
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(6) Determine the new monthly rent by dividing the new annual rent
by 12.

(b) By way of example only, the following is shown for determining the
annual percentage change:

CPI-U for current period 133.0
Less CPI-U for previous period 130.0

Equals Index Point Change 3.0
Divided by previous period CPI-U  130.0

Equals 0.023
Result multiplied by 100 0.023 x 100

Equals percent change 23 %

(c) In no event shall the minimum Monthly Base Rent for any year during the
Term be less than the minimum Monthly Base Rent for the immediately preceding year.

4.4. SPECIAL RENT ADJUSTMENT. Beginning with the Rent Commencement Date
and for the next estimated successive sixty-five (65) months, an equal portion of the Monthly Base
Rent for each month, not to exceed 50% of the Monthly Base Rent for any month, shall be abated
to offset Tenant’s contribution to the cost of constructing the Offsite Road Improvements. The
total amount of this Special Rent Adjustment will be equal to 60% of an amount equal to the
amount bid for the Offsite Road Improvements through a public bid for the Offsite Road
Improvements conducted by the Tenant pursuant to such procedures as may be specified by the
Public Works Director or designee. This cost shall be provided to the office of the Airport
Manager through certified records denoting the actual cost of the construction. Based upon the
submitted records, the Public Works Director or designee shall provide a certified letter advising of
the approved cost and number of months for the Special Rent Adjustment, which letter shall
become a part of this Lease.

4.5. AIRCRAFT PARKING CHARGES. If Tenant reserves from Landlord any
aircraft tic downs that are on the Public Airport Facilities and not on the Premises, Tenant may
opt to pay the monthly rate charged by Landlord for use of the tie downs as additional monthly
rent under this Lease (the “Additional Monthly Rent”). Payment of the Additional Monthly Rent
is due and payable at the same as the Monthly Base Rent and shall accompany the Monthly Base
Rent payment made by Tenant to Landlord. The Additional Monthly Rent shall be the monthly
rate charged by Landlord for use of aircraft tie downs on the Public Airport Facilities times the
number of tie downs reserved by Tenant. The Additional Rent shall be adjusted to coincide with
any change in the rate charged by Landlord to the public for use of tie downs owned and
maintained by Landlord as part of the Public Airport Facilities.

4.6. ADDITIONAL RENT. Any other monetary obligation of Tenant to Landlord
under the terms of this Lease shall be deemed rent and payment thereof shall accompany the next
Monthly Base Rent payment made by Tenant to Landlord.

4.7.  LATE PAYMENT INTEREST. If Landlord does not receive the monthly rent by
the 10th of the month, then in addition to the overdue rent, Lessee shall pay interest on the rent
payment then due at the rate of ten percent (10%) per annum. Such interest commences on the
date the rent 1s due and accrues until such rent is paid. If Lessee does not pay the rent when due
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and interest is incurred each month for three (3) consecutive months, then beginning on the first
day of the fourth consecutive month, all further rent called for herein shall automatically become
due and payable quarterly in advance rather than monthly, notwithstanding any other provision
in this Lease to the contrary, and regardless of whether or not the interest is paid or collected.
The imposition of such interest, or the conversion to quarterly payments, does not prevent
Landlord from exercising any other rights and remedies under this Lease, including the
termination of this Lease.

4.8.  NET RENT. It is the intention of the parties hereto that the rent specified in the
Lease shall be net to Landlord in each year during the term of this Lease. Accordingly, all costs,
expenses and obligations of every kind relating to the Premises (except as otherwise, specifically
provided in this Lease) that may arise or become due during the term of this Lease shall be paid
by Tenant, and Tenant shall indemnify Landlord against such costs, expenses and obligations.
However, the rent to be paid under this Lease is in addition to, and not in lieu of, any
requirement to pay any charges or fees that may be established pursuant to the Airport Rules and
any applicable license or permit fees required pursuant to the Chandler City Code and/or the
Airport Rules.

5. USE OF PREMISES.

5.1.  PERMITTED USES. Tenant shall use the Premises only for those aeronautical
activities (non-commercial) or those commercial aviation activities listed below, each of which
was specified in Tenant’s Lease Application, and for no other purpose without the written
consent of Landlord, which may be withheld in Landlord’s sole discretion; provided that, Tenant
shall only use the Premises for commercial aviation activities during such period that Tenant
holds an applicable license or permit required by the Chandler City Code and/or the Airport
Rules to conduct such commercial aviation activities at the Airport. The Premises shall be used
only for lawful purposes, and only in accordance with applicable building, fire and zoning codes.
In using the Premises for commercial aviation activities, Tenant shall do so after qualifying
either as a Fixed Based Operator (FBO) or a Specialized Aviation Services Operator (SASO), as
those terms are defined and described in the Airport Rules. The Airport Manager is designated
as Landlord’s representative in giving consent for Tenant to engage in other commercial aviation
activities applicable to an FBO or SASO, as the case may be, in lieu of or in addition to those
activities listed below. Any such consent from the Airport Manager shall be in writing, shall be
affixed to this Lease, and may be given or withheld in the Airport Manager’s sole discretion.

Permitted uses are:
(a) Hangar leasing services; and
(b) Aviation-related office uses.
5.2. PROHIBITED USES. The following activities are specifically excluded and
prohibited unless prior written approval by the Airport Manager is provided:
(a) Ground transportation for hire;

(b) Providing space, including tie-down areas, for other than Tenant’s own
customers whose aircraft is being serviced;

() Sale of insurance other than aviation and aviation trip insurance;
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(d) Auto rental agency or service; however, this prohibition does not prohibit
the Tenant, as a company function, from assisting its customers in making appropriate
arrangements with a duly licensed auto rental agency authorized by the Landlord to do business
on the Airport;

(e) Advertising concession (posters, privileges, publications, and other

media);

® Food sales (except through coin-operated vending machines as provided in
Paragraph 5.3).

(g) New and sundry sales not associated with the primary services listed in
Paragraph 5.1,

(h) Barber, valet, and personal services;

(1) Sale of automotive fuel, lubricants, and propellants;

)] Storage of surplus (inoperable) aircraft except in areas, and of a number,

to be designated by the Airport Manager;
(k) Retail sale of non-aviation products; and

) Sale of aviation fuels and lubricants except in the ordinary course of
Tenant’s business permitted pursuant to Paragraph 5.1.

5.3, VENDING MACHINES. Vending machines shall be located within a building
on the Premises and made available for the exclusive use of Tenant’s employees and customers.

5.4. SIGNS. All signs installed by Tenant shall conform to the requirements of
applicable provisions of the Chandler City Code, including, but not limited to, the Sign Code and
the Zoning Code.

5.5.  COMPLIANCE WITH APPLICABLE LAWS. Tenant shall observe and comply
with all applicable laws, ordinances, rules, and regulations of the United States of America, the
State of Arizona, the County of Maricopa, and the City of Chandler and all agencies thereof, that
are now in effect or hereafter promulgated; and further, Tenant will display to Landlord any and
all permits, licenses or other evidence of compliance with all laws upon request of Landlord.

5.6. HAZARDOUS MATERIAL.

(a) As used herein, "Hazardous Material" shall mean any chemical, substance,
material, waste or similar matter defined, classified, listed or designated as harmful, hazardous,
extremely hazardous, dangerous, toxic or radioactive, or as a contaminant or pollutant, or other
similar term, by, and/or which are subject to regulation under, any federal, state or local
environmental statute, regulation or ordinance presently in effect or that may be promulgated in
the future, and as they may be amended from time to time.

(b) Except for Hazardous Material normally used in Tenant’s business in
quantities customary for Tenant’s business which shall be stored and used in accordance with
applicable laws and regulations and manufacturer’s requirements, Tenant agrees not to introduce
any Hazardous Material in, on or adjacent to the Premises or in, on or adjacent to any portion of
the Airport without (i) obtaining Landlord’s prior written approval, (ii) providing Landlord with
thirty (30) days prior written notice of the exact amount, nature, and manner of intended use of
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such Hazardous Material, and (iii) complying with all applicable federal, state, and local laws,
rules, regulations, policies and authorities relating to the storage, use, disposal and clean-up of
Hazardous Material, including, but not limited to, the obtaining of all proper permits.

(c) Tenant shall immediately notify Landlord of any inquiry, test,
investigation, or enforcement proceeding by, against or directed at Tenant or the Premises
concerning a Hazardous Material. Tenant acknowledges that Landlord, as the owner of the
Premises, shall have the right, at its election, in its own name or as Tenant’s agent, to negotiate,
defend, approve, and appeal, any action taken or order issued with regard to a Hazardous
Material by any applicable governmental authority, and such negotiation, defense, approval and
appeal shall be at Tenant’s expense to the extent the contamination was caused by Tenant or
Tenants’ agents, or occurred during the Lease Term.

(d) If Tenant’s storage, use or disposal of any Hazardous Material in, on or
adjacent to the Premises or the Airport results in any contamination of the Premises, the Airport,
the soil, surface or groundwater thereunder, or the air above and around the Premises and the
Airport, that (i) requires remediation under federal, state or local statutes, ordinances, regulations
or policies or (ii) is at levels which are unacceptable to Landlord, in Landlord’s sole and absolute
discretion, Tenant agrees to clean-up the contamination immediately, at Tenant’s sole cost and
expense. Tenant further agrees to indemnify, defend and hold Landlord harmless from and
against any claims, suits, causes of action, costs, damages, loss and fees, including attorneys’
fees and costs, arising out of or in connection with: (i) any clean-up work, inquiry or
enforcement proceeding relating to Hazardous Material currently or hereafter used, stored or
disposed by Tenant or its agents, employees, contractors, or invitees on or about the Premises or
the Airport; and (ii) the use, storage, disposal or release by Tenant or its agents, employees,
contractors, or invitees of any Hazardous Material on or about the Premises or the Airport.

(e) Notwithstanding any other right of entry granted to Landlord under this
Lease, Landlord shall have the right to enter the Premises or to have consultants enter the
Premises from and after the Tenant’s entry onto the Premises for construction of the
Improvements, if applicable, and throughout the remainder of the Term at reasonable times for
the purpose of determining: (i) whether the Premises is in conformity with federal, state and
local statutes, regulations, ordinances, and policies, including those pertaining to the
environmental condition of the Premises; (ii) whether Tenant has complied with this Paragraph
3.6; and (ii1) the corrective measures, if any, required of Tenant to ensure the safe use, storage
and disposal of Hazardous Material. Tenant agrees to provide access and reasonable assistance
for such inspections. Such inspections may include, but are not limited to, entering the Premises
with machinery for the purpose of obtaining laboratory samples. Landlord shall not be limited in
the number of such inspections during the Term. If, during such inspections, it is found that
Tenant’s use of Hazardous Material constitutes a violation of this Lease, Tenant shall reimburse
Landlord for the cost of such inspections within ten (10) days of receipt of a written statement
therefore. If such consultants determine that the Premises is contaminated with Hazardous
Material or in violation of any applicable environmental law and the same was caused by Tenant
or Tenant’s agents, Tenant shall, in a timely manner, at its expense, remove such Hazardous
Material or otherwise comply with the recommendations of such consultants to the reasonable
satisfaction of Landlord and any applicable governmental agencies. If Tenant fails to do so,
Landlord, at its sole discretion, may, in addition to all other remedies available to Landlord under
this Lease and at law and in equity, cause the violation and/or contamination to be remedied at
Tenant’s sole cost and expense. The right granted to Landlord herein to inspect the Premises
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shall not create a duty on Landlord’s part to inspect the Premises, or liability of Landlord for
Tenant’s use, storage or disposal of Hazardous Material, it being understood that Tenant shall be
solely responsible for all liability in connection therewith.

§3) Tenant shall surrender the Premises to Landlord upon the expiration or
earlier termination of this Lease free of Hazardous Material placed thereon by Tenant or
Tenants’ agents, and in a condition which complies with all governmental statutes, ordinances,
regulations and policies, recommendations of consultants hired by Landlord, and such other
reasonable requirements as may be imposed by Landlord.

(2) Tenant’s obligations under this Paragraph 5.6 and all indemnification
obligations of Tenant under this Lease shall survive the expiration or earlier termination of this
Lease.

6. TENANT’S CONDUCT OF BUSINESS. In conducting commercial aviation activities
on the Premises or at the Airport, Tenant shall act as follows:

6.1. NONDISCRIMINATION. Tenant agrees that:

(a) In the operations to be conducted pursuant to the provisions of this Lease
and otherwise in the use of the Airport, Tenant shall not discriminate or permit discrimination
against any person or class of persons by reason of race, color, creed, or national origin in any
manner prohibited by any of the FAA Regulations or any amendments thereto.

(b) Tenant shall 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 of service; provided, that Tenant may make
reasonable and non-discriminatory discounts, rebates or other similar type of price reductions to
volume purchasers.

(c) Tenant shall make its accommodations and/or services available to the
public on fair and reasonable terms without unjust discrimination on the basis of race, creed,
color, or national origin.

(d)  Tenant’s noncompliance with the provisions in Paragraphs 6.1(a), (b) and
(c) shall constitute a material breach of this Lease. In the event of such noncompliance,
Landlord may enforce compliance, terminate this Lease, or pursue such other remedies as may
be provided by law. Landlord also reserves the right to take such action as the appropriate state
or federal authority may direct in order to enforce compliance.

(e) Tenant agrees that it shall insert the above four provisions in any sublease,
agreement or contract by which said Tenant grants a right or privilege to any person, firm or
corporation to render accommodations and/or services to the public on the Premises.

6.2. OPERATIONS.

(a) Tenant shall comply with the notification and review requirements
covered in Part 77 of the FAA Regulations in the event any future structure or building is
planned for the Premises, or in the event of any planned material modification or alteration to the
exterior of any present or future building or structure situated on the Premises.

(b) Tenant shall not erect nor permit the erection of any structure or object,
nor permit the growth of any tree, on the Premises that extends above a mean sea level elevation
not approved by the FAA and Landlord. In the event the aforesaid covenant is breached,
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Landlord reserves the right to enter upon the Premises, without prior notice, and remove the
offending structure or object, or cut the offending tree, all of which shall be at the expense of
Tenant.

(c) Tenant shall not make use of the Premises in any manner that might
interfere with the landing and taking off of aircraft from the Airport or otherwise constitute a
hazard. In the event the aforesaid covenant is breached, Landlord reserves the right to enter upon
the Premises, without prior notice, and cause the abatement of such interference at the expense of
Tenant.

7. ADDITIONAL GENERAL CONDITIONS OF THE LEASE.

7.1.  AERONAUTICAL BUSINESS PERMIT. Tenant acknowledges that the Airport
Rules provide that no person shall conduct or operate any commercial aviation activity at the
Airport without first obtaining an aeronautical business permit that must be in effect at the time
the commercial aviation activity is performed. Accordingly, where Tenant’s use of the Premises
is for any type of commercial aviation activity, Tenant shall have and shall maintain a valid,
effective acronautical business permit at all times during the Term of this Lease. Furthermore, if
any portion of the Premises is transferred, assigned or sublet, then said transferee, assignee or
subtenant shall, at all times, have and shall maintain a valid, effective aeronautical business
permit. The fee charged and the fee payment made for the aeronautical business permit shall be
pursuant to the Airport Rules and shall not be deemed rent under this Lease, but the failure to
have such permit at any time during the Term shall constitute a material breach of this Lease.

7.2.  APPLICABLE LAWS. Tenants rights under this Lease shall be subject to all of
the following matters that are now in effect or that may be in effect in the future during the
Term: (i) applicable state and federal law; (ii) applicable city codes, ordinances, rules and
regulations passed, adopted and/or approved by the Chandler City Council (including the Airport
Rules and Regulations); and (iii) reasonable regulations established by the Airport Manager for
the use and operation of the Airport.

7.3.  AIRSPACE RESERVATION. There is hereby reserved to Landlord, for the use
and benefit of the public, a right of flight for the passage of aircraft in the airspace above the
surface of the Premises and the Airport, together with the right to cause in said airspace such
noise as may be inherent in the operation of aircraft, now known or hereafter used for navigation
of or flight in the air, using said airspace for landing at, taking off from, or operating at the
Airport.

7.4. USA AGREEMENTS. This Lease shall be subordinate to the provisions and
requirements of any existing or future agreement between Landlord and the United States of
America relative to the development, operation or maintenance of the Airport.

7.5.  NO EXCLUSIVE RIGHTS. It is understood and agreed that nothing herein
contained shall be construed to grant or authorize the granting of an exclusive right within the
meaning of Section 308 of the Federal Aviation Act.

7.6. USA EMERGENCY RIGHTS. This Lease and all the provisions hereof shall be
subject to whatever right the United States of America now has, or in the future may have or may
acquire, affecting the control, operation, regulation, and taking over of the Airport for the
exclusive or nonexclusive use of the Airport by the United States of America during a time of
war or national emergency.
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8. INSURANCE; INDEMNITY.
8.1. INSURANCE.

(a) Tenant, at its sole cost and expense, shall procure and maintain from
insurance companies, and in a form satisfactory to Landlord, the following: (i) comprehensive
public liability insurance, insuring against bodily injury, death and property damage occurring in,
on, or about the demised premises with limits of not less that $1,000,000.00 combined single
limit; and (ii) fire and extended coverage insurance with respect to the Premises with limits of
not less than eighty percent (80%) of the replacement value of the Improvements. Each
insurance policy shall name Landlord as an additional insured and shall provide for thirty (30)
days prior written notice by the insurance company to Landlord in the event of cancellation of
the policy or policies. Evidence of such insurance shall be provided to Landlord promptly after a
request therefore. Hangarkeeper’s liability insurance maybe required if aircraft are on the
Premises for safekeeping, storage, service, or repair, and such insurance shall be in at least that
minimum amount reasonably determined by the Airport Manager.

(b) The insurance requirements established herein are minimums only, and
Landlord reserves the right to require higher limits of liability insurance if, in Landlord’s
reasonable opinion, such limits are necessary in light of the business operation to be or being
conducted.

8.2. INDEMNIFICATION.

(a) Tenant does hereby covenant and agree to indemnify and save harmless
Landlord from any and all fines, suits, claims, demands, actions and/or causes of actions of any
kind and nature for personal injury or death or property damage arising out of or resulting from
any activity or operation of Tenant on the Premises or in connection with its use of the Premises;
provided, however, that Tenant shall not be liable for any injury, damage or loss occasioned by
the sole negligence or willful misconduct of Landlord, its agents or employees. Landlord shall
give to Tenant prompt and timely notice of any claim made or suits instituted which in any way,
directly or indirectly, contingently or otherwise, affects or might affect Tenant and Tenant shall
have the right to compromise and defend the same to the extent of its own interest.

(b) Tenant hereby assumes all risk of, and waives all claim against Landlord
for any loss, injury, death or damage to Tenant or Tenant’s property, or to other persons or
property sustained while in, on or about the Premises, except where such loss, injury, death or
damage is solely the result of the negligence or intentional acts of Landlord, its agents and
employees.

9. MAINTENANCE, REPAIRS AND ALTERATIONS.

9.1. MAINTENANCE AND REPAIRS. Tenant, at Tenant’s own expense, shall
provide all maintenance and repair of the Premises and the Improvements. All such maintenance
shall be reasonably commensurate with a level of maintenance sufficient to maintain the
Improvements and the remainder of the Premises in a presentable condition consistent with good
business practice and equal in appearance and character to other similar improvements at the
Atrport.

(a) As part of its maintenance obligation, Tenant shall provide all janitorial
and custodial services on the Premises and in the Improvements. Whether Tenant shall elect to
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furnish such services itself or engage the services of a janitorial firm, all such janitorial services
shall be commensurate with the level of such services provided for by Landlord in similarly
situated circumstances.

(b) Landlord, in order to maintain the Premises in the manner consistent with
the general maintenance of the Airport or in order to maintain similar standards of custodial
service throughout the Airport, may, but shall not be required to, assume some or all of the
Tenant’s maintenance obligation, including, but not limited to, Tenant’s obligation for providing
janitorial and custodial services, provided that Landlord shall first give written notice to Tenant,
which shall advise Tenant of Tenant’s failure to provide proper maintenance, or failure to
maintain the proper standard of janitorial and custodial service, and Tenant shall have failed
adequately remedy the failure within thirty (30) days of the notice having been given. In the
event that Landlord does take over the maintenance obligation, Tenant shall be responsible for
the reasonable expense incurred by Landlord in doing so.

9.2.  ALTERATIONS. Tenant shall make no significant additions, alterations or
modifications to the Premises or the Improvements, nor shall Tenant install any fixtures (other
than trade fixtures which can be removed without injury to the Premises or the Improvements),
without first obtaining written approval of Landlord. Landlord’s response to Tenant’s request for
approval shall be prompt, and such approval shall not be unreasonably withheld. Upon
installation, Tenant shall furnish Landlord with a copy of the “as-built” drawings including
utility installations and site plans detailing the nature of the additions, alterations or
modifications. Landlord reserves the right to have Tenant remove, at Tenant’s sole expense, all
or any of such alterations, additions or modifications at the end of the Term.

10.  PUBLIC AIRPORT FACILITIES.
10.1. LANDLORD’S CONTROL OF AIRPORT.

(a) Landlord reserves the right, in its sole discretion, to determine the nature
and extent of the Public Airport Facilities.

(b) Landlord has the right to establish and from time to time change, alter and
amend the Airport Rules, or such other reasonable rules and regulations, as may be necessary or
desirable for the proper and efficient operation and maintenance of the Airport and the Public
Airport Facilities.

(©) Landlord shall have the sole and exclusive control of the Public Airport
Facilities, and may at any time and from time to time during the Term exclude any person from
use or occupancy thereof.

(d) Landlord shall have the right to make changes to the Public Airport
Facilities or any part thereof, including, without limitation, changes in the location of the landing
areas, the heliport, approach areas, runways, taxiways, and aircraft parking areas, as Landlord
deems necessary or advisable for the proper and efficient operation and maintenance of the
Public Airport Facilities.

(e) Notwithstanding any of the provisions of this Paragraph 10.1, Landlord
shall not make changes in the Public Airport Facilities that materially and adversely affect
Tenant’s right of access and use of the Public Airport Facilities, except temporarily during
periods of construction.
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10.2. MAINTENANCE. Landlord shall maintain or cause to be maintained and
repaired in good condition the Airport, including, without limitation, the landing areas, approach
areas, runways, taxiways, aprons, aircraft parking areas, navigational and avigational aids,
lighting facilities. Landlord shall provide ramp cleaning and custodial services in the Public
Airport Facilities portion of the Airport.

11.  ASSIGNMENT AND SUBLETTING.

11.1. LANDLORD’S CONSENT REQUIRED. Tenant shall not voluntarily or by
operation of law, assign, transfer, mortgage, sublet, or otherwise transfer or encumber all or any
part of Tenant’s interest in this Lease or in the Premises or the Improvements, without
Landlord’s prior written consent, such consent not to be unreasonably withheld or delayed. Any
attempted assignment, transfer, mortgage, encumbrance, or subletting without such consent shall
be void, and shall constitute a breach of this Lease. Any transfer of any ownership interest in
Tenant is a transfer subject to Landlord’s consent under this paragraph. Notwithstanding the
foregoing to the contrary, the prior approval of Landlord shall not be necessary for the
assignment of the Lease to an entity owned or controlled by Tenant or by reason of a merger or
consolidation of the Tenant with another corporation, including one formed by Tenant and
created to carry on the purposes of Tenant. In such event, notice to Landlord of the merger or
consolidation shall be sufficient.

11.2. HANGAR STORAGE. Notwithstanding Paragraph 11.1, if, pursuant to
Paragraph 5.1, Tenant is permitted to use the Premises for the commercial aviation activity of
operating a hangar leasing service, then Tenant may sublet or assign individual hangar units that
are part of the Improvements to third parties without prior written consent of Landlord provided
that:

(a) The use of an individual hangar unit that is sublet or assigned is for the
primary purpose of parking and storage of an aircraft owned by or under lease to the sublessee or
assignee, and the sublessee or assignee is specifically prohibited from conducting commercial
activity; and

(b) The terms and conditions of the subletting or assignment are not in
conflict with, and expressly made subject to, all of the provisions of this Lease; and

(©) Tenant provides to the Airport Manager on a quarterly basis a list that
identifies the name of each sublessee or assignee or other holder of an interest in a hangar unit
(and where said person is a partnership, corporation or other business entity, the name of its
principal contact) and the tail number of each aircraft stored or parked in the unit.

11.3. NO RELEASE OF TENANT. Regardless of Landlord’s consent, no subletting or
assignment shall release Tenant of Tenant’s obligations or alter the primary liability of Tenant to
pay the rent and to perform all other obligations to be performed by Tenant hereunder. The
acceptance of rent by Landlord from any other person shall not be deemed to be a waiver by
Landlord of any provisions hereof. Consent to one assignment or subletting shall not be deemed
consent to any subsequent assignment or subletting.

11.4. TRUST DEED BENEFICIARIES AND MORTGAGEES. Notwithstanding Paragraph
11.1, Landlord agrees that it will consent to Tenant’s assignment of this Lease (and the leasehold
created hereby) for security purposes to Tenant’s prime lender, but only under and pursuant to
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the terms and conditions contained in the form of City’s Consent and Agreement attached hereto
as Exhibit “E”, which must be signed by such lender prior to Landlord’s consent being given.12.

UTILITIES, TAXES, FEES AND EXPENSES. Tenant shall pay all utilities used in its
operation of the Premises at the Airport during the term of this Lease, and such utilities shall be
on the basis of metered charges. Tenant shall make timely payment of all taxes and assessments
if any, levied against the Premises, or against Tenant’s business operation at the Premises.
Tenant shall be responsible for payment of all fees and expenses for all permits and licenses
necessary for the conduct of Tenant’s business upon the Premise during the Term.

13. DAMAGE OR DESTRUCTION OF PREMISES. In the event that the Premises, the
Improvements or Public Airport Facilities are so damaged that the Premises can reasonably be
deemed to be untenable or unusable by Tenant, there shall be a reasonable and proportionate
abatement of the rentals, fees, and charges provided for herein during the period that the same
are so untenable or unusable.

14. DEFAULTS; REMEDIES.

14.1. DEFAULTS BY TENANT. The occurrence of any one or more of the following
events shall constitute a material default and breach of this Lease by Tenant:

(a) The vacating or abandonment of the Premises by Tenant for more than ten
(10) days;

(b) The failure by Tenant to make any payment of rent or any other payment
required to be made by Tenant and following written notice and a fifteen (15) day opportunity to
cure;

() The failure by Tenant to observe or perform any of the covenants,
conditions or provisions of this Lease to be observed or performed by Tenant, other than
described in Paragraph 14.1(b) above, where such failure continues for a period of thirty (30)
days after written notice thereof from Landlord to Tenant. Provided, however, that if the nature
of Tenant’s obligation is such that more than thirty (30) days are required for performance, then
Tenant shall not be in default if Tenant commences performance within such thirty (30) day
period and thereafter diligently prosecutes the same to completion;

(d) Any of the following: (i) the making by Tenant of any general assignment
or general arrangement for the benefit of creditors; (ii) the filing by or against Tenant of a
petition to have Tenant adjudged bankrupt or a petition for reorganization or arrangement under
any law relating to bankruptcy (unless, in the case of a petition filed against Tenant, the same is
dismissed within sixty (60) days); (iii) the appointment of a trustee or receiver to take possession
of substantially all of Tenant’s assets located at the Premises or of Tenant’s interest in this Lease,
where possession is not restored to Tenant within thirty (30) days; or (iv) the attachment,
execution, or other judicial seizure of substantially all of Tenant’s assets located at the Premises
or of Tenant’s interest in this Lease, where such seizure is not discharged within thirty (30) days;
or

(e) The chronic delinquency by Tenant in the payment of monthly rental, or
any other periodic payment required to be paid by Tenant under this Lease. “Chronic
delinquency” shall mean failure by Tenant to pay monthly rental, or any other periodic payment
required to be paid by Tenant under this Lease, and the issuance by Landlord of the written
notice described in paragraph 14.1(b) above, for any three (3) months (consecutive or
nonconsecutive) during any twelve (12) month period during the Term. In the event of a chronic
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delinquency, at Landlord’s option, Landlord shall have the additional right to require that
monthly rental be paid by Tenant quarter-annually, in advance, for the remainder of the Term.

14.2. REMEDIES. In the event of any such material default or breach by Tenant,
Landlord at any time thereafter, with or without notice or demand and without limiting Landlord
in the exercise of any other right or remedy which Landlord may have by reason of such default
or breach:

(a) Terminate this Lease by any lawful means, in which case Tenant shall
immediately surrender possession of the Premises to Landlord. In such event, Landlord shall be
entitled to recover from Tenant all damages incurred by Landlord by reason of Tenant’s default
including, but not limited to, the cost of recovering possession of the Premises and the expenses
of re-letting, including necessary renovations and alteration of the Premises.

(b) Re-enter the Premises, without terminating this Lease, and remove any
property from the Premises, in which case Landlord shall be entitled to enforce all of Landlord’s
rights and remedies under this Lease, including the right to recover the rent and all other amounts
due hereunder as they become due. No re-entry or taking possession of the Premises by
Landlord pursuant to this Paragraph 14.2 or other action on Landlord’s part shall be construed as
an election to terminate the Lease unless a written notice of such intention is given to Tenant or
unless the termination thereof is decreed by a court of competent jurisdiction. Landlord’s
election not to terminate this Lease pursuant to this Paragraph 14.2(b) or pursuant to any other
provision of this Lease shall not preclude Landlord from subsequently electing to terminate this
Lease or pursuing any of its other remedies.

(c) Maintain Tenant’s right to possession, in which case this Lease shall
continue in effect, whether or not Tenant shall have abandoned the Premises. In such event,
Landlord shall be entitled to enforce all of Landlord’s rights and remedies under this Lease,
including the right to recover the rent and all other amounts due hereunder as they become due.

(d) Pursue any other or additional remedy now or hereafter available to
Landlord under the laws of the State of Arizona, including, without limitation, the imposition of
a landlord’s lien against any property located within the Premises.

The remedies set forth herein shall be deemed cumulative and not exclusive.
14.3. DEFAULT BY LANDLORD.

(a) Landlord shall not be deemed in default unless Landlord fails to perform
any obligation required by Landlord within a reasonable time, but in no event later than thirty
(30) days after Landlord’s receipt of written notice by Tenant to Landlord, which specifies the
obligations that Landlord has failed to perform. If the nature of Landlord’s obligation is such
that more than thirty (30) days are required for performance, then Landlord shall not be in
default if Landlord commences performance within such 30-day period and thereafter diligently
prosecutes the same to completion.

(b) In the event of any material default or breach by Landlord, Tenant may
take whatever steps are permitted under applicable law to terminate this Lease and/or to recover
its damages from Landlord.

(c) No waiver or default by Tenant of any of the terms, covenants or
conditions hereof required to be kept and observed by Landlord shall be construed to be or act as

Page 16 of 36



a waiver by Tenant of any subsequent default of any of the terms, covenants and conditions
herein contained to be performed, kept and observed by Landlord.

14.4 CANCELLATION BY TENANT.

(a) Tenant, in addition to any other right of cancellation herein given by
Landlord or any other rights to which Tenant may be entitled by law or otherwise, may cancel
this Lease in whole and terminate all of its obligations hereunder at any time that Tenant is not in
default in its payments to Landlord hereunder, by giving Landlord thirty (30) days advance
written notice to be served as hereinafter provided, upon or after the happening of any one of the
following events:

(1) The failure or refusal of the Federal Aviation Administration, at
any time during the term of this agreement, to permit Tenant to operate into or from the Chandler
Municipal Airport.

(2) Issuance, by any court of competent jurisdiction, of an injunction
in any way preventing or restraining the use of the Airport or any part thereof for airport
purposes which affects Tenant’s operation; and the remaining in force of such injunction for a
period of at least ninety (90) days if the injunction materially affects Tenant’s normal operations.

3) The ability of Tenant to use, for a period in excess of ninety (90)
days, the Airport or any of the premises, facilities, rights licenses, services, or privileges leased
to Tenant hereunder because of any law or order, rule, regulation, or other action or any inaction
of the Federal Aviation Administration or any other governmental authority, or because of fire,
earthquake, or other casualty or acts of God or the public enemy.

(€)) The assumption by the United State Government or any authorized
agency thereof of the operation, control, or use of the Airport and facilities, or any substantial
part or parts thereof, in such a manner as substantially to restrict Tenant for a period of at least
ninety (90) days, from operating thereon for the conduct of Tenant’s normal business.

(b) Tenant’s performance of all or any part of this Lease for or during any
period or periods after a default of any of the terms, covenants, and conditions herein contained
to be performed, kept and observed by Landlord shall not be deemed a waiver of any right on the
part of Tenant to cancel this Lease for failure by Landlord so to perform, keep, or observe any of
the terms, covenants or conditions hereof to be performed, kept and observed. No waiver of
default by Tenant of any of the terms, covenants or conditions hereof required to be kept and
observed by Landlord shall be construed to be or act as a waiver by Tenant of any subsequent
default of any of the terms, covenants and conditions herein contained to be performed, kept and
observed by Landlord.

15. CONDEMNATION. If the Premises is taken under the power of eminent domain, or
sold under the threat of the exercise of said power (all of which are herein called
“condemnation”) to such an extent as to render the Premises untenantable, either Landlord or
Tenant shall have the option to terminate this Lease effective as of the date the condemning
authority takes title or possession, whichever first occurs. If condemnation does not render the
Premises untenantable, this Lease shall continue in effect, and Landlord shall promptly restore
the portion of the Premises not taken to the extent possible to the condition existing prior to the
condemnation. If, as a result of such restoration, the area size of the Premises is reduced, the
rental shall be reduced proportionately. All condemnation proceeds shall be paid to Landlord,
and Tenant waives all claim against such proceeds; provided, however, that Tenant shall be
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entitled to any award separately designated for Tenant's relocation expenses, or for damage to or
taking of Tenant's trade fixtures or other personal property. Landlord and Tenant acknowledge
that Tenant shall be entitled to the portion of condemnation proceeds attributable to the taking of
any of the Improvements, but not to any such proceeds awarded to compensate for severance
damages or costs to cure harm to the remainder of the Premises as a result of condemnation.

16. SUSPENSION AND ABATEMENT; FORCE MAJEURE. In the event that
Landlord’s operation of the Airport, or Tenant’s operations at the Airport, is restricted
substantially by action of the Federal Government, or any agency thereof, then either party
hereto shall have the right, upon written notice to the other, to a suspension of this Lease and an
abatement of a just proportion of the services and facilities to be afforded hereunder, or a just
proportion of the payments to become due hereunder, from the time of such notice until such
restrictions shall have been remedied and normal operations restored.

17.  QUIET ENJOYMENT. Landlord agrees that, on payment of the rent and performance
of the covenants and agreements on the part of the Tenant to be performed hereunder, and
subject to any conditions stated in this Lease, Tenant shall peaceably have and enjoy the
Premises and all the rights and privileges of the Airport, its appurtenances and facilities granted
herein.

18. SURRENDER OF POSSESSION. Upon the expiration of the Term or earlier
termination of this Lease, Tenant’s right to use the Premises and the Improvements, and any
right of access and use of the Public Airport Facilities provided under this Lease, shall cease and
Tenant shall forthwith upon such expiration or termination surrender the same and leave the
Premises in good condition except for normal wear or tear. Except for movable property and
trade fixtures of Tenant not permanently affixed to the Premises, title to all of the Improvements
shall automatically pass to Landlord as provided herein.

19. GENERAL PROVISIONS.

19.1. DEFINITIONS OF TERMS. All definitions contained within Airport Ordinance
No. 1426 and the Federal Aviation Act of 1958 including all amendments thereto shall be
considered as included herein.

19.2.  INSPECTION BY LANDLORD. Landlord may enter upon the Premises at any
reasonable time for any purpose necessary, incidental to, or connected with the performance of
its obligations hereunder, or in the exercise of its governmental functions, or for fire protection
Or security purposes.

19.3. NOTICE. All notices, copies of notices, consents or other communications given
hereunder shall be in writing and may be given in person, by registered or certified United States
mail, by delivery service, or by telephone facsimile. Any notice given to a party shall be deemed
effective upon the earliest of the following: (a) actual receipt by that party; (b) personal delivery
to the designated address of that party, addressed to that party; (c) delivery by overnight courier;
(d) telephone facsimile with receipt confirmed; or (e) if given by certified or registered United
States mail, forty-eight (48) hours after deposit with the United States Postal Service, Postage
Prepaid, addressed to that party at its designated address. The designated address of a party shall
be the address of the party shown below or such other address as that party, from time to time,
may specify by written notice to the other party:
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To Landlord: City Manager
City of Chandler
Mail Stop 605, Post Office Box 4008
Chandler, Arizona 85244-4008
Fax No.: (480) 782-2209

With a copies to: Airport Manager
Chandler Municipal Airport
2380 South Stinson Way
Chandler, Arizona 85249
Fax No.: (480) 782-3541

And City Attorney
City of Chandler
Mail Stop 602, Post Office Box 4008
Chandler, Arizona 85244-4008
Fax No.: (480) 782-4652

To Tenant: Arizona Pacific Aviation, LLC
100 Wilshire Blvd., Suite 2040
Santa Monica, California 90401
Fax No.: (310) 899-2081

19.4.  ENTIRE AGREEMENT. This document contains the entire agreement between
the parties hereto, and no term or provision hereof may be changed, waived, discharged or
terminated unless the same is in writing executed by both parties hereto.

19.5. APPLICABLE LAW. Arizona law shall govern the construction, performance
and enforcement of this Lease.

19.6. TIME OF ESSENCE. Time shall be of the essence in the performance of every
term, covenant and condition of this Lease.

19.7. HEADINGS. The paragraph headings contained herein are for convenience in
reference and are not intended to define or limit the scope of any provision of this Lease.

19.8.  WRITING. Any and all approvals, consent, and notices called for in this Lease
shall be in writing.

19.9. BINDING EFFECT. All the covenants, stipulations and agreements in this Lease
shall extend to and bind the legal representatives, successors and assigns of the respective parties
hereto.

19.10. SEVERABILITY. In the event that any covenant, condition, or provision
contained in this Lease is held to be invalid by any court of competent jurisdiction, the invalidity
of any such covenant, condition or provision shall in no way affect any other covenant, condition
or provision herein contained; provided that the invalidity of any such covenant, condition or
provision does not materially prejudice either Landlord or Tenant in their respective rights and
obligations contained in the valid covenants, conditions or provisions of this Lease.

19.11. NO RECORDING; MEMORANDUM OF LEASE. Without the prior written
consent of Landlord, this Lease shall not be placed of record. However, upon execution hereof,
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the parties shall execute and cause to be recorded a Memorandum of Lease substantially in the
form attached hereto as Exhibit “F” in order to give notice of the Lease.

IN WITNESS WHEREOF, the parties hereto have caused this Lease to be executed as of the day
and year first above written.

LANDLORD: CITY OF CHANDLER, an TENANT: ARIZONA PACIFIC, LLC, an
Arizona municipal corporation Arizona limited liability company
By: By:
Its: Mayor Its:
ATTEST: ATTEST:
City Clerk
Its:
APPROVED AS TO FORM:

City Attorney/éz 4 /O(*
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EXHIBIT “A”
LEASED PREMISES LEGAL DESCRIPTION

Parcel 2a

A portion of the East half of Section 12, Township 2 south, Range 5 East, of the Gila and Salt
River Base and Meridian, Maricopa County, Arizona, more particularly described as follows:
COMMENCING at the Southwest corner of said Section 12, from which the Northwest corner
of said Section 12 bears N.00°16°31”W., a distance of 5280.43 feet;

Thence N.00°16°31”W. along said line of said Section 12, a distance of 1418.96 feet;

Thence departing said line N.49°42°04”E., a distance of 1823.55 feet to the POINT OF
BEGINNING;

Thence N.40°17°56”W., a distance of 400.00 feet;

Thence N.49°42°04”E., a distance of 581.50 feet;

Thence S.40°17°56”E., a distance of 400.00 feet;

Thence S.49°42°04”W., a distance of 581.50 feet to the POINT OF BEGINNING.

Containing 232,598.9 square feet or 5.340 acres and being subject to any easements, restrictions
or rights-of-way of record or otherwise.

Parcel 6e

A portion of the East half of Section 12, Township 2 south, Range 5 East, of the Gila and Salt
River Base and Meridian, Maricopa County, Arizona, more particularly described as follows:
COMMENCING at the Southwest corner of said Section 12, from which the Northwest corner
of said Section 12 bears N.00°16°31”W., a distance of 5280.43 feet;

Thence N.00°16°31”W. along said line of said Section 12, a distance of 1418.96 feet;

Thence departing said line N.49°42°04”E., a distance of 2020.95 feet to the POINT OF
BEGINNING;

Thence continuing N.49°42°04”E., a distance 384.09 feet;

Thence N.40°17°56”W., a distance of 88.79 feet;

Thence N.89°04°18”E., a distance of 49.57 feet;

Thence S.00°55°42”E., a distance of 175.00 feet;

Thence S.89°04°18”W ., a distance of 402.83 feet to the POINT OF BEGINNING.

Containing 56,637.8 square feet or 1.300 acres and being subject to any easements, restrictions
or rights-of-way of record or otherwise.
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EXHIBIT “B”
ACCESS ROAD IMPROVEMENT AREA
(Centerline Description)

A portion of the Southwest quarter of Section 12, Township 2 South, Range 5 East, of the Gila
and Salt River Base and Meridian, Maricopa County, Arizona, more particularly described as
follows:

COMMENCING at the Southwest corner of said Section 12, from which the Northwest corner
of said Section 12 bears N.00°16°31”W., a distance of 5280.43 feet;

Thence N.00°16°31”W. along said line of said Section 12, a distance of 1306.51 feetl

Thence departing said line N.49°39'54"E., a distance of 2095.41 feet;

Thence N.88°53'41"E., a distance of 968.86 feet;

Thence N.00°55'42"W ., a distance of 16.20 feet to the POINT OF BEGINNING and the start of
the road alignment centerline;

Thence S.89°04'18"W., a distance of 83.65 feet to a point on a curve concave to the Northeast
having a radius of 400 feet (Radius bears N.00°55'42"W.) and a central angle of 04°40°54”;
Thence along said arc for a distance of 32.68 feet;

Thence N 86°14'48"W., a distance of 167.35 feet to a point on a curve concave to the Southwest
having a radius of 400 feet (Radius bears S.03°45'12" W.) and a central angle of 04°51°31”;
Thence along said arc for a distance of 33.92 feet;

Thence S.88°53'41"W., a distance of 557.18 feet to a point on a curve concave to the Southeast
having a radius of 300 feet (Radius bears S.01°06'19"E.) and a central angle of 39°13°47”;
Thence along said arc for a distance of 205.41 feet;

Thence S.49°39'54"W., a distance of 934.49 feet to a point on a curve concave to the Northwest
having a radius of 200 feet (Radius bears N.40°20'06"W.) and a central angle of 14°50°41”;
Thence along said arc 51.82 feet;

Thence S.64°30'35"W., a distance of 77.38 feet terminating at a point which comprises the center
of a cul-de-sac with a right-of way radius of 50 feet.
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EXHIBIT “C”
REQUIREMENTS AS TO IMPROVEMENTS

These conditions and requirements (herein, the “conditions”) relating to improvements in
this Exhibit "C" shall control unless Landlord and Tenant have otherwise separately agreed in
writing to more specific time periods for production and coordination of drawings, financing and
commencement of construction. In the event such additional documentation becomes a part of
this Lease, then the time periods set forth in such documents shall be logically coordinated, the
intent being that the shorter time periods should control the parties' respective performances.

The conditions stated herein relate solely to reviews and approvals by the Airport
Manager of the Chandler Municipal Airport, acting on behalf of Landlord under this Lease. The
conditions do not affect in any way the procedures and requirements to be followed and met for
obtaining development approvals from the City of Chandler necessary for issuance of any
permits or approvals related to development within the City of Chandler. Nothing herein shall
prohibit Tenant from proceeding with necessary development approvals simultaneous with
obtaining the approvals stated below from the Airport Manager if doing so will assist the Tenant
in meeting the construction and development deadlines called for in this Lease.

1. AIRPORT MANAGER APPROVAL OF TENANT’S IMPROVEMENTS.

As used in this Exhibit “C”, the terms "improvements" or "structures" shall mean and
include without limitation all permanent buildings, and all other structures or improvements of
any kind located above ground level, plus any replacements, additions, repairs or alterations
thereto. No improvement shall be constructed or maintained on the Leased Premises until the
Airport Manager has first approved the design, density, size, appearance and location thereof—
which approval shall not be unreasonably withheld. Before commencing any work of
improvement or applying for any governmental permit or approval, Tenant shall first deliver to
the Airport Manager for review two (2) sets of the preliminary site plan as submitted to the
City’s Planning and Development Services Department, and schematic building plans, including
grading and drainage plans, exterior elevations, floor plans, site plans, and showing in reasonable
detail existing topography and proposed type of use, size, land coverage, shape, height, location,
material and elevation of each proposed improvement, all proposed ingress and egress to public
or private streets or roads, all utilities and service connections, and all proposed landscaping,
exterior materials and fences, parking, exterior lighting, signs, cut and fill, finished grade, runoff
and concentration points. Nothing in this paragraph shall imply a submission standard higher
than that required for a building permit, except as it relates to land use(s), utilities, infrastructure
and impact upon adjoining properties and use(s) of adjoining properties.

The Airport Manager shall then have ten (10) calendar days during which to review such
preliminary plans and specifications. Once the preliminary plans and specifications have been
reviewed, but prior to commencing any such work, Tenant shall submit to the Airport Manager
for approval the final plans and specifications for any proposed improvements in the same
manner as provided above, which approval shall not be unreasonably withheld.

All plans and specifications shall be prepared by a licensed or registered architect or

engineer, as the case may be. All grading, piling, footing and foundation work must be
conducted under the supervision of an appropriate licensed engineer. At the Airport Manager’s
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option, a final certification by a licensed soil engineer or geologist must be filed with the City
upon completion of the grading work. The Airport Manager shall not unreasonably withhold
approval of any such plans or specifications.

The Airport Manager shall be conclusively deemed to have given approval unless, within
ten (10) calendar days after all such plans and specifications have been received by the Airport
Manager for review, the Airport Manager gives Tenant written notice of each item of which the
Airport Manager reasonably disapproves. Unless so disapproved, the Airport Manager shall
endorse his/her approval on at least one set of plans and promptly return the same to Tenant.
The Airport Manager may disapprove any plans which are not in harmony or not compatible
with other existing or proposed improvements on or in the vicinity of the Leased Premises, or
consistent with the City Master Plan for Airport property in the general area in which the Leased
Premises is located, the sole discretion as to such adequacy remaining with the Airport Manager.
Notwithstanding the foregoing, Tenant may, in accordance with this Lease, repair, replace, alter
or reconstruct any improvement on the Leased Premises for which plans were previously
approved by the Airport Manager as provided above, but only if such repair, replacement,
alteration or reconstruction is substantially identical to the improvement previously approved.

Concerning utility installations, Tenant, at Tenant's sole cost, including any connection
fees, assessments or changes, shall be responsible for (a) the cost of extending an/or connecting
for use at the Leased Premises water and sewer services made available by Landlord to the
Airport, and (b) the cost of constructing, extending and connecting electric and communications
services required by Tenant for its use of the Leased Premises, excluding the cost of any
easement for extending such utilities, which easement shall be provided by Landlord at no
additional cost to Tenant.

The Airport Manager shall not be liable for any damages in connection with approval or
disapproval of any plans or specifications, any Tenant construction or performance by Tenant on
the Leased Premises in connection with the erection of such improvements, any Tenant mistake
in judgment, negligence or omissions in exercising Tenant’s rights and responsibilities
hereunder, or the enforcement or failure to enforce any provisions contained in the Lease. The
Airport Manager's approval of plans and specifications shall not constitute the assumption of any
responsibility by the City or its representatives for the accuracy, efficacy or sufficiency thereof,
and Tenant shall be solely responsible therefore.

Notwithstanding any other provision of this Section 1 of Exhibit “C”, if an improvement
involves a modification to an aircraft hangar or hangar unit that is of such a minor nature that the
City department responsible for issuing building permits (the “Building Department”) does not
require the submittal of plans and specifications prepared by a licensed or registered architect or
engineer, or the improvement does not require a permit from the Building Department, then
Tenant shall submit to the Airport Manager: (i) such information concerning the improvement as
may be reasonably required by the Building Department, along with a written confirmation from
the Building Department that plans and specifications prepared by a licensed or registered
architect or engineer are not required and that a building permit is not required; and (ii) such
additional information as the Airport Manager may reasonably require in order to determine
whether the improvement will be in harmony and compatible with other existing or proposed
improvements on or in the vicinity of the Leased Premises, or with the City’s Master Plan for the
Airport property in the general area in which the Leased Premises is located.
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2. CERTIFICATES OF COMPLIANCE.

Tenant shall obtain all necessary permits and shall send copies of the same to the Airport
Manager, as well as copies of Certificates of Completion/Occupancy associated with such
permits and pay the cost thereof. Prior to commencement of any such work of improvements,
Tenant shall supply to the Airport Manager a certificate from a licensed civil engineer or land
surveyor verifying that the proposed improvements will be located on the correct parcel and in
accordance with plans previously approved by the Airport Manager. The Airport Manager may
waive such requirement if the City has already surveyed the proposed premises. Upon final
completion of any such improvements, Tenant shall supply to the City a further certification by
Tenant's architect (including the landscape architect in the case of improvements consisting of
landscaping) that the improvements have been completed in accordance with the plans
previously approved by the City. Final landscaping as approved by the City shall be completed
within ninety (90) days after completion of the structure. Tenant shall also supply to the City
one (1) set of "as-built" grading plans showing all underground installations within sixty (60)
days following final completion of any of the improvement within the Leased Premises. Tenant
shall also furnish the City with a complete set of "as-built" building plans not later than sixty
(60) days after completion.

3. DILIGENT COMPLETION AND COMPLIANCE.

After commencement of construction, Tenant shall diligently complete the construction
so that the improvements will not remain in a partly finished condition any longer than is
reasonably necessary. Tenant shall comply with all applicable governmental laws, ordinances
and other requirements, conditions and restrictions that may affect the leased premises,
including, without limitation, the Americans With Disabilities Act, and shall make such
corrections, alterations or other improvements as may be necessary to remedy any non-
complying condition (subject to the reasonable approval of the City), all at the sole cost and
expense of Tenant.
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EXHIBIT “D”
IMPROVEMENTS

Phase 1 — Start within twenty-four (24) months of Lease Effective Date. Completion within thirty-six (36)
months of Lease Effective Date. Consisting of:

e Begin construction on Parcels 2a & 2b (to be leased through separate instrument) of
approximately 134,000 square feet of hangars and offices with a minimum of 100,000 square
feet constituting hangar space as generally shown in the Lessee's proposed site plan depicted
below.

¢ Taxilanes to access the hangars and to connect with the runway/taxiway system and aircraft
staging areas.

¢ Auto parking of at least minimum size to meet City Code for the building sizes and uses.

Phase 2 — Start within forty-eight (48) months of Lease Effective Date. Completion within sixty (60)
months of Lease Effective Date. Consisting of:

e Begin construction on Parcels 6¢ and 6d (together to be leased through separate instrument)
and 6e of approximately 52,000 square feet of hangars and offices as generally shown in the
Lessee's proposed site plan depicted below.

e Taxilanes to access the hangars and to connect with the runway/taxiway system.

e Auto parking of at least minimum size to meet City Code for the building sizes and uses.

Roadway improvement construction in a timeline appropriate to accommodate earliest planned use of the
facilities. All roadway construction to be completed at the same time regardless of project phasing.
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EXHIBIT “E”

CITY'S CONSENT AND AGREEMENT
(For Financing Purposes)

Description of Ground L ease.

"City™: City of Chandler, an Arizona municipal corporation
"Tenant": Arizona Pacific Aviation, LLC, an Arizona limited liability company
"Lease": Airport Lease Contract No.

"Leasehold": Tenant's interest in the Lease and all Leasehold Improvements

"Lender":

NOW, THEREFORE, City and Lender represent, warrant, covenant and agree as follows:

1. Consents. City hereby consents to the assignment of Tenant's interest in the
Leasehold to Lender for security purposes under the Lender's Deed of Trust upon closing of the
loan. Herein the term "Deed of Trust" shall mean the Lender's Deed of Trust as may be

applicable and the "Lender" shall mean , as its/their interests appear in
the Deed of Trust.
2. Status of Lease. A true and correct copy of the Lease, together with all

amendments, supplements, and modifications thereto, is attached as Schedule A to this
Agreement. The Lease is presently in full force and effect, is valid and enforceable according to
its terms and has not been modified or amended in any way except as shown on the copy of the
Lease attached hereto. The Lease includes a description of the land and improvements to which
the Leasehold applies (herein, the “Leased Premises™).

3. Non-Default. Tenant is not in default (2) in the payment of rent or any other
amounts due and payable by Tenant to City under the Lease or (b) to the actual knowledge of
City, in the observance or performance of any other covenant or condition to be observed or
performed by Tenant under the Lease. To the actual knowledge of City, no event has occurred
which now does or hereafter will authorize City to terminate the Lease.

4. Right to Foreclose Deed of Trust. Lender recognizes that any Deed of Trust
taken by Lender affects and applies only to Tenant's interest in the Leasehold and that City will
not permit any security interest to be taken in any of its land or to encumber its fee interest in any
of its land. In the event of default by Tenant under the terms of the Deed of Trust, Lender may
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enforce or foreclose the Deed of Trust including the acceptance of a Deed in Lieu of Foreclosure.
City agrees that in connection with any such foreclosure, Lender may:

4.1.  Acquire Tenant's interest in the Leasehold either by Deed in Lieu of
Foreclosure or by actual foreclosure (judicial or non-judicial) without further consent of City,
subject to the requirements of paragraph 6.4 below; and

4.2. Rent the Leased Premises pending foreclosure of the Leasehold by Lender
without further consent of City; and

4.3.  Assign and sell the Leasehold in whole or in part to any person or entity,
subject to the requirements set forth in Paragraph 11 below.

In the event the successful purchaser at the foreclosure sale is a person or entity other than
Lender, such purchaser shall not automatically succeed to Tenant's interest in the Leasehold, but
must first qualify as an acceptable party as set forth in Paragraph 11 below and Lender agrees to
insert the following language in its Deed of Trust: "Trustee's and Beneficiary's right to
sell/assign the Leasehold interest secured by this Deed of Trust upon foreclosure to any person
other than Beneficiary, is limited to such person reasonably being approved by the City of
Chandler pursuant to that certain 'City's Consent and Agreement' between the City of Chandler
and Beneficiary."

5. Surrender of the Leased Premises. No surrender of the Leased Premises or any
other act of Tenant shall be deemed to terminate the Lease and City will not terminate
voluntarily the Lease by agreement with Tenant unless Lender has been previously notified in
writing and has consented to the termination in writing.

6. Notice of Default and Lender's Rights.

6.1. Notice of Default. If Tenant defaults under the Lease or if any event
occurs which would give City the right to terminate, modify, amend or shorten the term of the
Lease, City shall take no steps to exercise any right it may have under the Lease without first
giving Lender written notice of such default. A copy of each and every Notice of Default served
or sent by City or its agent to or upon Tenant pursuant to the Lease shall be sent
contemporaneously to Lender in accordance with Paragraph 18 below. Such Notice of Default
shall specify the event or events of default then outstanding and the time period at the end of
which the indicated action would become effective.

6.2. Termination for Monetary Default. If the Notice of Default given by
City to Lender relates to a monetary default and Tenant has not cured such monetary default
within 15 days as provided in the Lease and Tenant's failure to cure results in City desiring to
terminate the Lease, City may terminate the Lease if such monetary default is not cured by either
Tenant or Lender within twenty (20) days of Lender's receipt of Notice, and kept current
thereafter.

6.3. Termination for Non-Monetary Default. If the notice given by City to
Lender relates to a non-monetary default and Tenant has not cured such non-monetary default
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within the 30-day period specified in the Lease, City shall take no action to terminate the Lease
if:

6.3.1. Within 20 days after City's notice to Lender of Tenant's failure to
cure (or failure to diligently pursue a cure) Lender notifies City of its intent to realize upon its
security interest and commences realization within 60 days thereafter, and diligently pursues
realization; and

6.3.2. Lender notifies City that it will assume the Lease when Lender is
legally entitled to the ownership and/or possession of Tenant's interest in the Leasehold; and

6.3.3. Lender pays City at time of notification all back rent or other
monies or performances due that may be in default up to the date Lender notifies City of
Lender's intent and further pays all rent that accrues during the period after Lender so notifies
City and completes such other performances that may be required or come due under the Lease.

7. Termination Due to Bankruptcy. City shall not terminate the Lease because of
Tenant's breach of any term(s) of the Lease relating to the solvency of Lessee or the institution of
any bankruptcy, insolvency, receivership or related action by or against Lessee as long as Lender
cures any default under the Lease by Tenant as provided in this Consent and Agreement.

8. Failure to Cure Default. If the non-monetary default is of a nature which
requires immediate abatement as a result of which Lender would not normally pursue realization
on the collateral, and Tenant has not taken steps to immediately cure the default, the Lender must
take immediate steps to cure such default within ten (10) days of receipt of notice or else the City
may terminate the Lease.

9. Release of Deed of Trust. Upon termination of the Lease as provided herein,
Lender shall release its Deed of Trust within fifteen (15) days thereafter.

10.  Assumption of the Lease. If Lender acquires the interest of Tenant at any time
or takes possession of the collateral, then Lender shall formally assume the Lease within twenty
(20) days thereafter. Failure to so assume the Lease shall give City the right to immediately
terminate the Lease.

11.  Right to Assign. Lender shall not have the right to assign its interest in the
Leasehold nor, in the case of a foreclosure under the Deed of Trust, shall the Trustee under the
Deed of Trust transfer the Leasehold to any person or entity (other than Lender) without first
obtaining the written consent of City or such assignment or transfer, which consent will not be
unreasonably withheld or delayed provided that Lender (i) has disclosed to City the identity of
the proposed purchaser, assignee or transferee; (ii) shown to City that the purchaser's, assignee's
or transferee's credit standing would reasonably be acceptable to a commercially prudent lender;
and (iii) provided evidence to City that the use of the Leasehold by such purchaser, assignee or
transferee will be consistent with the terms of the Lease or Lessee's prior use of the Leasehold.
Upon the purchaser's, assignee's or transferee's assumption and agreement to perform and to be
bound by all of the terms of the Lease, Lender shall be relieved of further liability under the

Page 29 of 36



Lease. However, if Lender finances the purchaser, assignee or transferee, Lender shall again be
subject to all the obligations set forth in this Agreement.

12.  Disposition of Insurance and Condemnation Proceeds. City shall be named as
an additional insured under any of Tenant's casualty policies on the Leased Premises to the
extent of the interests stated in this Paragraph 12. Should the Leased Premises suffer any loss
which is covered by casualty insurance, and the insurance proceeds are used to restore any
improvements made by Tenant, City agrees that Tenant and Lender shall have the right to such
proceeds so long as none of City's property, utilities or other services therein are damaged or
such damages are repaired. In the event the Leased Premises are substantially damaged and
Tenant's improvements have been repaired, City shall only participate in the insurance proceeds
to the extent necessary to repair and restore the land and any of City's or Tenant's improvements
(excluding buildings and personal property) on or in the ground to the same condition that the
land was in at the commencement of the Lease, or in the same condition as at the time of the
casualty. Under the Lease, at the end of the lease term, title to the Leasehold Improvements
automatically passes or is conveyed to the City. In the event the Leased Premises and the
Leasehold are so severely damaged that Tenant's and Lenders' decision is not to repair or restore
the Leased Premises, City shall participate in the insurance proceeds to the extent necessary to
remove the remainder of the damaged improvements and to restore the Leased Premises and any
utilities or other such improvements (excluding rebuilding the improvements or restoring other
personal property of Tenant) to the same condition the land was in at the commencement of the
Lease, or in the same condition as at the time of the casualty. Other than as described herein,
City shall have no claim to insurance proceeds or condemnation proceeds that are attributable to
Tenant's interest in the Leasehold, nor shall Lender have any interest in City's condemnation
proceeds, if any.

13.  Right to Participate in Litigation. Lender shall have the right to participate in
any litigation, arbitration or dispute directly affecting the Leased Premises or the interests of
Tenant or Lender therein, including without limitation, any suit, action, arbitration proceeding,
condemnation proceeding or insurance claim. City, upon instituting or receiving notice of any
such litigation, arbitration or dispute will promptly notify Lender of the same.

14. Incorporation of Mortgagee Protection Provisions. To the extent not
inconsistent with this Agreement, all provisions of the Lease that by their terms are for the
benefit of any leasehold mortgagee are hereby incorporated herein for the benefit of Lender.

15. Right to Remove Collateral. In the event Lender exercises its rights under its
collateral and realizes upon the collateral, City agrees that Lender is entitled to remove Tenant's
furniture, movable trade fixtures and equipment installed by Tenant from the Leased Premises at
any reasonable time and that the collateral shall remain personal property even though the trade
fixtures may be affixed to or placed upon the Leased Premises. "Trade fixtures" means the
movable personal property of Tenant which is free standing or attached to floors, walls or
ceiling, but does not include installed light fixtures, floor coverings, doors, windows, heating,
plumbing or electrical systems or components thereof, including any roof-mounted HVAC
equipment and/or units thereof, or permanent walls or partitions installed by Tenant. In the event
Lender so realizes on its collateral, City waives any right, title, claim, lien or interest in the above
trade fixtures by reason of such fixtures being attached to or located on the Leased Premises.
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Lender shall use reasonable care in removing the trade fixtures from the premises and shall
repair any damage that may result from such removal which shall be completed accordance with
the terms of the Lease.

16.  Interpretation of Agreement. This Agreement sets forth the complete
understanding of Lender with respect to this transaction; may be amended only in writing signed
by the parties; and, without limiting the generality of the foregoing shall not be deemed modified
by any course of dealing. No provision in the Deed of Trust, or in any other document executed
by or for the Lender or Tenant to which City is not a party, shall vary, modify or expand the
covenants herein contained. In the event of any conflict between the terms of this Agreement
and the Lease, this Agreement shall control.

17. Fees & Costs. In the event of litigation or arbitration between the parties to
enforce or interpret this Agreement, the arbitrator, Board of Arbitration or Judge, as may be
appropriate, may award the prevailing party in such arbitration or litigation a reasonable
attorney's fee not to exceed 20 percent of the amount in controversy, plus costs and costs of
collection.

18.  Notices. All notices, copies of notices, consents or other communications given
hereunder shall be in writing and may be given in person, by registered or certified United States
mail, by delivery service, or by telephone facsimile. Any notice given to a party shall be deemed
effective upon the earliest of the following: (a) actual receipt by that party; (b) personal delivery
to the designated address of that party, addressed to that party; (c) delivery by overnight courier;
(d) telephone facsimile with receipt confirmed; or (e) if given by certified or registered United
States mail, forty-eight (48) hours after deposit with the United States Postal Service, Postage
Prepaid, addressed to that party at its designated address. The designated address of a party shall
be the address of the party shown below or such other address as that party, from time to time,
may specify by written notice to the other party:

If to Lender:

If to City: Airport Manager
Chandler Municipal Airport
2380 South Stinson Way
Chandler, Arizona 85249
Fax No.: (602) 782-3541

With copy to: City Attorney
City of Chandler
Mail Stop 602, Post Office Box 4008
Chandler, Arizona 85244-4008
Fax No.: (602) 782-4652
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IN WITNESS WHEREOF, the City has executed these presents this day of
, 20

CITY OF CHANDLER, an Arizona municipal

corporation
By:
Its:

Approved as to form:

City Attorney

AGREED to this day of , 20
LENDER:

By:
Its:
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SCHEDULE A

To City's Consent and Agreement (Exhibit )

Copy of Lease
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EXHIBIT “EF”
Memorandum of Lease Form

When recorded, return to:

MEMORANDUM OF LEASE

This Memorandum of Lease is made as of this day of , 20 , by and
between the City of Chandler, an Arizona municipal corporation, with an office at the Chandler
Municipal Airport, 2380 South Stinson Way, Chandler, Arizona 85249 (hereinafter referred to as

“Landlord”) and , a(n) , with an office at
, , Arizona (hereinafter referred to as “Tenant”).

1. Landlord and Tenant have entered into a lease agreement identified as Airport

Lease Contract No. (the “Lease”) on the day of , 20, pursuant to

which Tenant is permitted to make use and take possession of certain undeveloped real property
for specified aeronautical activities or commercial aviation activities, all as set forth in the Lease.

2. The term of the Lease is for (__) years commencing on (the
“Commencement Date) and terminating on the anniversary of the Commencement
Date, with two (2) successive ten (10) year options to renew.

3. The real property leased to Tenant under the Lease is described in attached
Exhibit “A” to this Memorandum of Lease.

4. This Memorandum of Lease may be executed in counterparts, which together
shall constitute a single instrument.

IN WITNESS WHEREOF, the parties have executed this Memorandum as of the date
specified above.

LANDLORD: CITY OF CHANDLER, TENANT:
an Arizona municipal corporation

By: By:
Its: Its:
APPROVED AS TO FORM:

City Attorney
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STATE OF ARIZONA )

) ss.
County of Maricopa )
The foregoing instrument was acknowledged before me this _ day of
20, by , who acknowledge himself/herself to be the

of the CITY OF CHANDLER, an Arizona municipal corporation.

Notary Public
My Commission Expires:
STATE OF ARIZONA )
) ss.
County of Maricopa )
The foregoing instrument was acknowledged before me this  day of
20, by , Who acknowledge himself/herself to be the
of , a(n) .
Notary Public

My Commission Expires:
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