City Hall
215 E. McKinney St.
Denton, Texas 76201
www.cityofdenton.com

City of Denton

DENTON Meeting Agenda

Airport Advisory Board

Wednesday, November 13, 2024 3:00 PM Airport Terminal Meeting Room

After determining that a quorum is present, the Airport Advisory Board of the City of Denton, Texas will
convene in a Regular Meeting on Wednesday, November 13, 2024, at 3:00 p.m. in the Meeting Room at the
Denton Enterprise Airport Terminal Building, 5000 Airport Road, Denton, Texas, at which the following items
will be considered:

1. PLEDGE OF ALLEGIANCE

A. U.S. Flag
B. Texas Flag

“Honor the Texas Flag — I pledge allegiance to thee, Texas, one state under God, one and indivisible.”

2. PRESENTATIONS FROM MEMBERS OF THE PUBLIC

Citizens may complete one Request to Speak “Public Comment” card per night for the “Presentations from
Members of the Public” portion of the meeting and submit it to the Airport Staff. Presentations from Members
of the Public time is reserved for citizen comments regarding items not listed on the agenda. No official action
can be taken on these items. Presentations from Members of the Public is limited to five speakers per meeting
with each speaker allowed a maximum of three (3) minutes.

3. ITEMS FOR CONSIDERATION
A. AAB24-040 Consider approval of the minutes of October 9, 2024.

Attachments: Exhibit 1 - Agenda Information Sheet
Exhibit 2 - Draft Minutes — October 9, 2024

B. AAB24-043 Receive a report, hold a discussion, and provide recommendation to City Council
regarding the approval of an Airport Master Land Lease Agreement and related Parcel
Land Lease Agreements between the City of Denton, Texas and HC Aviation Property
Holdings, Inc, at the Denton Enterprise Airport; authorizing the City Manager to execute
the Airport Lease Agreement; and providing an effective date.
Attachments: Exhibit 1 - Agenda Information Sheet

Exhibit 2 - Location Map

Exhibit 3 - Master Lease Agreement and related Parcel Agreements

C. AAB24-044 Receive a report, hold a discussion, and provide recommendation to City Council
regarding the approval of Assignment Airport Lease from First Financial Resources, Inc.
to DSR-Cherokee 180, LLC covering property at 910 Aeronca Lane, Denton, Texas at
the Denton Enterprise Airport; authorizing the City Manager to execute the Assignment of
Airport Lease; and providing an effective date.
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Attachments: Exhibit 1 - Agenda Information Sheet

Exhibit 2 - Location Map

Exhibit 3 - Consent to Lease Assignment

4. WORK SESSION

A. AAB24-045 Receive a report and hold a discussion regarding airport rates and fees.

Attachments: Exhibit 1 - Agenda Information Sheet
Exhibit 2 - Draft General Aviation Fee Study

B. AAB24-041  Staff Reports:
1. Monthly Operations Report - November 2024
2. Monthly Construction Report - November 2024
3. Airport Advisory Board-City Council Airport Related Items Matrix - November 2024
Attachments: Monthly Operations Report - November 2024

Monthly Construction Report - November 2024

Airport Advisory Board-City Council Airport Related Items Matrix - November 20

5. CONCLUDING ITEMS

A. Under Section 551.042 of the Texas Open Meetings Act, respond to inquiries from the Airport Advisory
Board or the public with specific factual information or recitation of policy, or accept a proposal to place the
matter on the agenda for an upcoming meeting AND under Section 551.0415 of the Texas Open Meetings
Act, provide reports about items of community interest regarding which no action will be taken, to include:
expressions of thanks, congratulations, or condolence; information regarding holiday schedules; an honorary or
salutary recognition of a public official, public employee, or other citizen; a reminder about an upcoming event
organized or sponsored by the governing body; information regarding a social, ceremonial, or community event
organized or sponsored by an entity other than the governing body that was attended or is scheduled to be
attended by a member of the governing body or an official or employee of the municipality; or an
announcement involving an imminent threat to the public health and safety of people in the municipality that has
arisen after the posting of the agenda.

NOTE: The Airport Advisory Board reserves the right to adjourn into a Closed Meeting on any item on its
Open Meeting agenda consistent with Chapter 551 of the Texas Government Code, as amended, or as
otherwise allowed by law.

Following the completion of the Regular Meeting, the Airport Advisory Board will convene in a Work Session
at which the following items will be considered:

CERTIFICATE

I certify that the above notice of meeting was posted on the official website
(https://tx-denton.civicplus.com/242/Public-Meetings-Agendas) and bulletin board at City Hall, 215E.
McKinney Street, Denton, Texas, on November 6, 2024, in advance of the 72-hour posting deadline, as
applicable, and in accordance with Chapter 551 of the Texas Government Code.

OFFICE OF THE CITY SECRETARY
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NOTE: THE CITY OF DENTON'S DESIGNATED PUBLIC MEETING FACILITIES ARE
ACCESSIBLE IN ACCORDANCE WITH THE AMERICANS WITH DISABILITIES ACT. THE CITY
WILL PROVIDE ACCOMMODATION, SUCH AS SIGN LANGUAGE INTERPRETERS FOR THE
HEARING IMPAIRED, IF REQUESTED AT LEAST 48 HOURS IN ADVANCE OF THE
SCHEDULED MEETING. PLEASE CALL THE CITY SECRETARY'S OFFICE AT 940-349-8309 OR
USE TELECOMMUNICATIONS DEVICES FOR THE DEAF (TDD) BY CALLING 1-800-RELAY-TX
SO THAT REASONABLE ACCOMMODATION CAN BE ARRANGED.

Page 3 Printed on 11/6/2024



H City Hall

Clty of Denton 215 E. McKinney St.
Denton, Texas 76201
www.cityofdenton.com

DENTON o
Legislation Text

File #: AAB24-040, Version: 1

AGENDA CAPTION
Consider approval of the minutes of October 9, 2024.
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AGENDA INFORMATION SHEET

DEPARTMENT: Denton Enterprise Airport

ACM: Frank Dixon
DATE: November 13, 2024
SUBJECT

Consider approval of the minutes of October 9, 2024.

BACKGROUND
The draft minutes from the Airport Advisory Board meeting of October 9, 2024, are attached for the Board’s
consideration and approval.

EXHIBITS

1. Agenda Information Sheet
2. Draft Minutes — October 9, 2024

Respectfully submitted:
Leanne Alexander, A.C.E.
Airport Analyst



MINUTES
AIRPORT ADVISORY BOARD
October 9, 2024

After determining that a quorum was present, the Airport Advisory Board of the City of Denton, Texas
convened in a Regular Meeting on Wednesday, October 9, 2024, at 3:00 p.m. in the Meeting Room at the
Denton Enterprise Airport Terminal Building, 5000 Airport Road, Denton, Texas.

PRESENT: Chair Robert Tickner, Vice Chair Rick Woolfolk, Members Ed Ahrens, David Smith, Davis Bird,
Ann Patterson, and Brownie Stonecipher.

ABSENT: None
1. PLEDGE OF ALLEGIANCE
Members conducted the U.S. and Texas pledge of allegiance.
2. PRESENTATION FROM MEMBERS OF THE PUBLIC
None
3. ITEMS FOR CONSIDERATION
A. Consider approval of the minutes of September 11, 2024. (AAB24-038)
The item was presented, and discussion followed.

Vice Chair Woolfolk moved to approve the item as presented. Member Smith seconded the
motion. Motion carried.

AYES (7): Chair Tickner, Vice Chair Woolfolk, and Members Ahrens, Smith, Bird, Patterson, and
Stonecipher

NAYS (0): NONE

ABSENT (0): NONE

B. Receive a report, hold a discussion, and provide recommendation to City Council regarding the
approval of an Airport Land Lease Agreement between the City of Denton, Texas and US Trinity
Aviation, LLC, at the Denton Enterprise Airport; authorizing the City Manager to execute the
Airport Lease Agreement; and providing an effective date. (AAB24-039)

The item was presented, and discussion followed. US Trinity Aviation, LLC representative Damon
Ward was present at the meeting to answer questions regarding the project and business goals.

Vice Chair Woolfolk moved to approve the item as presented. Member Stonecipher seconded the
motion. Motion carried.



City of Denton Airport Advisory Board Minutes
October 9, 2024
Page 2

AYES (7): Chair Tickner, Vice Chair Woolfolk, and Members Ahrens, Smith, Bird, Patterson, and
Stonecipher

NAYS (0): NONE
ABSENT (0): NONE
4. WORK SESSION
A. Staff Reports: (AAB24-037)
1. Monthly Operations Report — October 2024
2. Monthly Construction Report — October 2024

3. Airport Advisory Board-City Council Airport Related Items Matrix — October 2024

The items were presented, and discussion followed. There was no direction provided as the items
were for presentation/discussion purposes only.

5. CONCLUDING ITEMS
The next scheduled Airport Advisory Board meeting is November 13, 2024, at 3:00 p.m.
Chair Tickner requested a Loop 288 and FM 1515 phasing update from Capital Projects.
Vice Chair Woolfolk requested a electric signage update.

With no further business, the meeting was adjourned at 3:37 p.m.

X X

Bob Tickner
Chairman

Leanne Alexander
Recording Secretary

MINUTES APPROVED ON:
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File #: AAB24-043, Version: 1

AGENDA CAPTION
Receive a report, hold a discussion, and provide recommendation to City Council regarding the approval of an
Airport Master Land Lease Agreement and related Parcel Land Lease Agreements between the City of Denton,
Texas and HC Aviation Property Holdings, Inc, at the Denton Enterprise Airport; authorizing the City Manager
to execute the Airport Lease Agreement; and providing an effective date.

City of Denton Page 1 of 1 Printed on 11/6/2024
powered by Legistar™ 8


http://www.legistar.com/

City of Denton

‘ City Hall
ary 215 E. McKinney Street
DENTON Denton, Texas

www.cityofdenton.com

AGENDA INFORMATION SHEET

DEPARTMENT: Denton Enterprise Airport

ACM: Frank Dixon
DATE: November 13, 2024
SUBJECT

Receive a report, hold a discussion, and provide recommendation to City Council regarding the approval
of an Airport Master Land Lease Agreement and related Parcel Land Lease Agreements between the City
of Denton, Texas and HC Aviation Property Holdings, Inc, at the Denton Enterprise Airport; authorizing
the City Manager to execute the Airport Lease Agreement; and providing an effective date.

BACKGROUND

The airport staff has initiated negotiations with HC Aviation Property Holdings, Inc to lease a 1.026-acres
or 44,679 square feet for a four (4) site hangar storage development. The lease is proposed with a master
land lease agreement for the development phase and once completed will be pieced out into four
individual parcel land lease agreements. Each parcel land lease will have no less than 4,550 gross square
feet of hangar to be utilized as hangar storage. Additionally, there will be off-street vehicular parking with
capacity to meet or exceed local building regulations taking into consideration permitted use at peak
demand.

The capital investment for the overall leased premises shall be a minimum of $2,700,000.00. The overall
capital investment meets the leasing investment requirements to receive a forty (40) year term lease. The
lease will revert back to the City at the lease’s end. The tenant shall be responsible for conducting a
condition assessment report on their facilities during the term of the lease (the “Condition Assessment”).
This shall be conducted in 5-year increments beginning at the 10th anniversary of the lease agreement.

STAFF RECOMMENDATION
Airport Staff recommends approval of the Ordinance (Exhibit 3).

FISCAL INFORMATION

The capital investment in the Improvements on the Leased Premises shall be a minimum of $2,700,000.00,
upon the completion of Improvement construction. The lease for this 1.026-acre parcel will be established
for a term of forty (40) years. The initial annual lease rate will be set at $0.38 per square foot, amounting
to $16,978.02. Commencing on the second anniversary of the approved lease and every two years
thereafter, the lease rate will be adjusted in accordance with any increases in the Consumer Price Index
for All Urban Consumers (CPI-U) as published by the U.S. Department of Labor Bureau of Labor
Statistics, in accordance with the lease terms.




EXHIBITS
1. Agenda Information Sheet
2. Location Map
3. Master Lease Agreement and related Parcel Agreements

Respectfully submitted:
Leanne Alexander, A.C.E.
Airport Analyst
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MASTER LEASE AGREEMENT

between

CITY OF DENTON

and

HC Aviation Property Holdings Inc

dated as of

, 2024

12
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MASTER LEASE AGREEMENT

THIS MASTER LEASE AGREEMENT (this “Agreement”) effective as of this
day of , 2024 (the “Effective Date”), by and between the CITY OF DENTON,
a Texas home-rule municipal corporation (“City”), and HC Aviation Property Holdings Inc, a
Texas Corporation with principal place of business located at 2320 Seaborn Road, Building #15,
Ponder, Texas (“Developer” and, together with City, the “Parties” and each a “Party”).

RECITALS

WHEREAS, the City owns fee simple title in and to the real property more particularly
described on Exhibit A, attached hereto and made part hereof, consisting of four sites located on
Airport Property referred to on Exhibit A as Site Ten and Parcels One, Two, Three and Four, that
together total approximately 44,679 square feet or 1.026 acres, together with the facilities, rights,
and privileges hereinafter granted (such real property, together with all rights, privileges,
easements and appurtenances benefiting or encumbering such real property and all preexisting
improvements, as hereafter defined or defined in the underlying Lease Agreements, as defined
below, are collectively referred to herein as the “Leased Property”); and

WHEREAS, City desires to permit the development and aeronautical use of the Leased
Property for the benefit of the airport, including the replacement of vacant airport land with quality
aeronautical facilities and the associated increases in lease and other revenues;

WHEREAS, Developer is a company interested in developing four (4) separate hangars on
Site 10 to be leased separately on the Leased Property;

WHEREAS, Developer’s overall capital investment as set forth in Article 1 meets the
leasing investment requirements to receive a forty (40) year term lease and the City has determined
that this overall investment is sufficient for the underlying Lease Agreements to have the same
lease term that is equivalent to the lease term allowable for the overall capital investment amount;

WHEREAS, Developer is qualified, willing and able to undertake such commercial
development and use, and the City is willing to lease the Leased Property to Developer for such
activities; and

WHEREAS, the Parties hereto wish to memorialize their agreement with respect to the
Leased Property herein.

NOW, THEREFORE, in consideration of the foregoing recitals, which by this reference
are hereby incorporated into this Agreement, and the mutual covenants contained in this
Agreement, and for other good and valuable consideration, the sufficiency of which is
acknowledged by the Parties, the Parties hereto agree as follows:

ARTICLE 1
CAPITAL INVESTMENT IN LEASED PROPERTY
Section 1.1  Capital Investment. The capital investment in the Improvements as defined
in the Lease Agreements on the Leased Property shall be a minimum of $2.700,000.00 for the

Signed by: 1 Signed by:
@M aMhTY Garrdt Mg oper

76544D73C36F499... DCA1390854FC4E3...
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combined parcels and $675.000.00 for each parcel, upon the completion of all phases of
Improvement construction as defined in the Lease Agreements. At the completion of all phases,
all four (4) sites shall each include:

A. No less than 4,550 gross square feet of hangar size.

B. Off-street vehicular parking with capacity to meet or exceed local building
regulations taking into consideration permitted use at peak demand.

Section 1.2 The Developer shall use the Leased Property for the following aeronautical
uses: Aircraft Storage. Any changes in aeronautical use must be approved in writing by the
Director of Airport or designee.

Section 1.3~ The Developer will be required to undertake the construction of the
Improvements as further set out in the Lease Agreements before such Lease Agreements can be
assigned. The City reserves the right to withhold its consent to assignment until such time as the
Improvements are constructed as required by the Lease Agreements.

ARTICLE 11
CONSIDERATION FOR CAPITAL INVESTMENT

Section 2.1  Underlying Lease Agreements. In consideration of the capital investment
set forth in Section 1.1, City agrees to provide four (4) lease agreements (the “Lease Agreements™)
for each of the four (4) sites on the Leased Property.

Section 2.2  Lease Agreements Control. The Lease Agreements shall control in the
event of any conflict between this Agreement and the Lease Agreements.

ARTICLE III
REPRESENTATIONS AND WARRANTIES

Section 3.1  Representations by City. City represents and warrants that it has the right,
power, and legal capacity to enter into and perform its obligations under this Agreement, has duly
executed and delivered this Agreement, and that this Agreement constitutes a legal, valid, and
binding obligation of City.

Section 3.2  Representations by Developer. Developer represents and warrants that it
has the right, power, and legal capacity to enter into and perform its obligations under this
Agreement, has duly executed and delivered this Agreement, and that this Agreement constitutes
a legal, valid, and binding obligation of Developer.

Signed by: Signed by:
2 .
K‘?M"Bf%”t‘:gg ITY Garrdt Mgy oppr
DCA1390854FCA4ES...
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ARTICLE IV
OBLIGATIONS OF DEVELOPER

ARTICLE V
INSURANCE

Section 5.1  Insurance.! Developer agrees to purchase at their own cost and maintain in
full force and effect for the duration of its engagement with the CITY and any extension hereof
the minimum insurance coverage as provided below. The insurance terms in the Lease
Agreements will cover the requirements for each of the four (4) sites individually; however, this
Section sets out minimum insurance coverage for the Developer. Developer shall provide
satisfactory certificate(s) of insurance, including any applicable endorsements to the City no less
than thirty (30) days prior to the scheduled program date.

A. Each policy shall be issued by a company authorized to do business in the State of

B.

D.

Texas with an A.M. Best Company rating of at least A- or better.

Each policy shall be primary and noncontributory with any other coverage elsewhere
afforded or available to the City, as well as provide primary coverage for all losses and
damages caused by the perils covered thereby related to or arising from the Lessee’s
use of the property and shall not require the exhaustion of any other coverages afforded
or available to the City.

General Liability Insurance: General Liability insurance with combined single limits
of not less than $1,000,000.00 shall be provided and maintained by the Developer. The
policy shall be written on an occurrence basis, either in a single policy or in a
combination of underlying and umbrella or excess policies. If the Commercial General
Liability form (ISO Form CG 0001 current edition) is used:

e Coverage A shall include premises, operations, products, and completed
operations, independent contractors, contractual liability covering this
contract and broad form property damage coverage.

e (Coverage B shall include personal injury.

Coverage C, medical payments, is not required. If the Comprehensive
General Liability form (ISO Form GL 0002 Current Edition and ISO Form
GL 0404) 1s used, it shall include at least:

o Bodily injury and Property Damage Liability for premises,
operations, products and completed operations, independent
contractors and property damage resulting from explosion, collapse
or underground (XCU) exposures.

o Broad form contractual liability (preferably by endorsement)
covering this contract, personal injury liability and broad form
property damage liability.

Workers” Compensation and Employers Liability Insurance: Workers’ Compensation
within the regulations of the Texas Workers’ Compensation Act. The minimum policy
limits for Employers Liability are:

1 NGt SBpiect to review by Developer’s insurance company. Signed by:

K‘J]M ﬂWSCITY i Carndt %LOPER

76544D73C36F499... CA1390854FC4ES3 ..
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E.

e Bodily Injury by Accident: $100,000 Each Accident

e Bodily Injury by Disease: $100,000 Each Employee

e Bodily Injury by Disease: $100,000 Policy Limit
Business Automobile Liability Insurance: Business Automobile Liability Insurance
covering owned, hired, and non-owned vehicles, with a minimum combined single limit
for bodily injury (including death) and property damage limit of $1,000,000 per
occurrence.
All Risk Property Insurance: All Risk Property Insurance covering LESSOR’S
buildings, including improvements and betterments with insured value equal to 100%
replacement cost. Covered perils shall include, but not be limited to, Fire, Extended
Coverage, and Vandalism & Malicious Mischief. The City of Denton will be shown
as a loss payee, as their interest may appear.
Construction Insurance: Prior to the commencement of renovation of existing
buildings/improvements or construction of any permanent building/improvement,
LESSEE shall purchase and maintain, or require LESSEE’S contractor to purchase
and maintain, until final completion and acceptance of all work, insurance coverage
written by companies approved by the State of Texas and acceptable to the LESSOR
in the following types and amounts:

i. Workers’ Compensation within the regulations of the Texas Workers’

Compensation Act. The minimum policy limits for Employers Liability are:

e Bodily Injury by Accident: $100,000 Each Accident

e Bodily Injury by Disease: $100,000 Each Employee

e Bodily Injury by Disease: $500,000 Policy Limit

ii. Business Automobile Liability Insurance covering owned, hired, and non-

owned vehicles, with a minimum combined single limit for bodily injury

(including death) and property damage limit of $1,000,000 per occurrence.

iii. Commercial General Liability Insurance including, but not limited to,
Premises/Operations, Personal & Advertising Injury, Products/Completed
Operations, Independent Contractors and Contractual Liability with minimum
combined bodily injury (including death) and property damage limits of
$1,000,000 per occurrence, $1,000,000 products/completed operations
aggregate, $2,000,000 general aggregate. The policy shall include coverage
extended to apply to products/completed operations and Explosions, Collapse
and Underground (XCU) hazards.

iv. All Risk Builder’s Risk Insurance, if the project involves complete
construction of new buildings, or, Installation Floater, if the project involves
materials and supplies needed for additions, renovations or remodeling of an
existing building, with an insured value equal to 100% of replacement cost, if
Builder’s Risk, or 100% of the contract cost, if Installation Floater.

Liability policies shall be endorsed to provide the following:

Signed by:

Name as Additional Insured the City of Denton, its Officials, Agents, Employees, and
Volunteers.
That such insurance is primary to any other insurance available to the Additional

Insured with respect to claims covered under the policy and that this insurance applies
Signed by:

Ryoun. ﬂMS_CITY * Carndt Moy opir

544D73C36F499-

DCA1390854FC4ES...
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separately to each insured against whom claim is made or suit is brought. The inclusion
of more than one insured shall not operate to increase the insurer's limit of liability.

e Provide a Waiver of Subrogation in favor of the City of Denton, its officials, agents,
employees, and volunteers.

Notice of Cancellation, Material Change, and Non-Renewal: All insurance required herein
shall be endorsed to provide a 30-day notice of cancellation, material change, and non-renewal to
the City to the extent commercially available. If this endorsement cannot be provided, Developer
will immediately provide written notice to the City should any of the insurance policies required
herein be canceled, limited in scope, or not renewed upon expiration. Said notice must be provided
no later than 30-days prior (except 10 days for nonpayment of premium) to any such action being
taken. Developer agrees to purchase general liability insurance in the amount of $1,000,000.00
combined single limit to cover Developer’s operations as described in Section 3.4. Insurance
coverage shall include City as an additional named insured, providing fifteen (15) days’ notice of
cancellation. Developer shall submit Certificate(s) of Insurance to City within ten (10) working
days after the effective date of this Agreement, and yearly thereafter.

ARTICLE VI
MISCELLANEOUS PROVISIONS

Section 6.1  Waiver of Exemption. Any constitutional or statutory exemption of
Developer of any property usually kept on the Leased Property, from distress or forced sale, is
waived.

Section 6.2  Addresses. All notices given under this Agreement to City shall be sent to
the Airport Manager at 5000 Airport Road, Denton, Texas 76207, with a copy to the City Attorney
at 215 E. McKinney, Denton, Texas 76201, or such other place as City shall specify in writing.
All notices given under this Agreement to Lessee shall be sent to:

HC Aviation Property Holdings Inc.
2320 Seaborn Road #200

Ponder Texas 76259
(469)-684-4465
Garrett@hcdbuild.com

Notices given under this Agreement to the Lenders, if any, shall be sent to the address provided
by the Lenders to City in writing. Any notice properly mailed by registered mail, postage and fee
prepaid, shall be deemed delivered when mailed, whether received or not, and all notices sent via
overnight delivery service or email shall be deemed delivered when received.

Section 6.3  No Waiver. The waiver by either party in writing of any breach of any term,
covenant, or condition herein contained shall not be deemed to be a waiver of such term, covenant,
or condition or any subsequent breach of the same or any other term, covenant, or condition herein
contained. The subsequent acceptance of Rent hereunder by City shall not be deemed to be a
waiver of any preceding breach by Developer of any term, covenant, or condition of this
Agreement, other than the failure of Developer to pay the particular Rent so accepted, regardless
of City’s knowledge of such preceding breach at the time of acceptance of such Rent.

Signed by: 5 Signed by:
l éﬁ“’b Ly ry Garrdt Mgy oppr
76544D73C36F499... DCA1390854FCA4ES...
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Section 6.4  Additional Charges as Rent. Any charges assessed against Developer by
City for services or for work done on the Leased Property or the Improvements by order of
Developer or otherwise accruing under this Agreement shall be considered as Rent due.

Section 6.5  Interpretation.

A. References in the text of this Agreement to articles, sections, or exhibits pertain to
articles, sections, or exhibits of this Agreement, unless otherwise specified.

B. The terms “hereby,” “herein,” “hereof,” “hereto,” “hereunder,” and any similar
terms used in this Agreement refer to this Agreement. The term “including” shall not be construed
in a limiting nature, but shall be construed to mean “including, without limitation.”

C. Words importing persons shall include firms, associations, partnerships, trusts,
corporations, and other legal entities, including public bodies, as well as natural persons.

D. Any headings preceding the text of the articles and sections of this Agreement, and
any table of contents or marginal notes appended to copies hereof, shall be solely for convenience
of reference and shall not constitute a part of this Agreement, nor shall they affect the meaning,
construction or effect of this Agreement.

E. Words importing the singular shall include the plural and vice versa. Words of the
masculine gender shall be deemed to include correlative words of the feminine and neuter genders.

F. Capitalized terms in this Agreement that are used throughout this Agreement and
in any Annexes, Exhibits and Schedules hereto shall have the meaning or definition ascribed to it
herein. Absent such meaning or definition in this Agreement, such term shall have the meaning or
definition ascribed to it in the underlying Lease Agreements between the Parties.

Section 6.6  Force Majeure. No act or event, whether foreseen or unforeseen, shall
operate to excuse Developer from the prompt payment of rent or any other amounts required to be
paid under this Agreement. If City (or Developer in connection with obligations other than
payment obligations) is delayed or hindered in any performance under this Agreement by a force
majeure event, such performance shall be excused to the extent so delayed or hindered during the
time when such force majeure event is in effect, and such performance shall promptly occur or
resume thereafter at the expense of the Party so delayed or hindered. A “force majeure event” is
an act or event, whether foreseen or unforeseen, that prevents a Party in whole or in part from
performing as provided in this Agreement, that is beyond the reasonable control of and not the
fault of such Party, and that such Party has been unable to avoid or overcome by exercising due
diligence, and may include, but is not limited to, acts of nature, war, riots, strikes, accidents, fire,
epidemics, pandemics, viruses, diseases, quarantines, acts of government, public health
emergencies and changes in law. Developer hereby releases City and City’s officers, elected and
appointed officials, employees, and agents from any and all liability, whether in contract or tort
(including strict liability and negligence) for any loss, damage, or injury of any nature whatsoever
sustained by Developer, its employees, agents, or invitees during the Lease Term, including, but
not limited to, loss, damage, or injury to the Leased Property or the personal property of Developer
that may be located or stored in, on or under the Leased Property or the Improvements due to a
forcg majeure event.

Signed by:

6 .
g ﬂMITY Coarvdt Mg oper
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Section 6.7  Governing Law and Venue. This Agreement has been made in and will be
construed in accordance with the laws of the State of Texas. In any action initiated by one Party
against the other, exclusive venue and jurisdiction will be in the appropriate state courts in and for
Denton County, Texas.

Section 6.8  Amendments and Waivers. No amendment to this Agreement shall be
binding on City or Developer unless reduced to writing and signed by both Parties. No provision
of this Agreement may be waived, except pursuant to a writing executed by the Party against whom
the waiver is sought to be enforced.

Section 6.9  Severability. If any provision of this Agreement is determined to be invalid,
illegal, or unenforceable, the remaining provisions of this Agreement shall remain in full force and
effect if both the economic and legal substance of the transactions that this Agreement
contemplates are not affected in any manner materially adverse to any Party. If any provision of
this Agreement is held invalid, illegal, or unenforceable, the Parties shall negotiate in good faith
to modify this Agreement to fulfill as closely as possible the original intents and purposes of this
Agreement.

Section 6.10 Relationship of Parties. This Agreement does not create any partnership,
joint venture, employment, or agency relationship between the Parties. Nothing in this Agreement
shall confer upon any other person or entity any right, benefit, or remedy of any nature.

Section 6.11 Further Assurances. Each Party shall execute any document or take any
action that may be necessary or desirable to consummate and make effective a performance that is
required under this Agreement.

Section 6.12 Counterparts. This Agreement may be executed in multiple counterparts,
each of which shall be deemed to be an original, but all of which, together, shall constitute one and
the same instrument. A signed copy of this Agreement delivered by facsimile, e-mail, or other
means of electronic transmission (including pdf or any electronic signature complying with the
U.S. federal ESIGN Act of 2000, e.g., www.docusign.com) shall be deemed to have the same legal
effect as delivery of an original signed copy of this Agreement.

Section 6.13  Prohibition on Contracts with Companies Boycotting Certain Energy
Companies. Developer acknowledges that in accordance with Chapter 2274 of the Texas
Government Code, City is prohibited from entering into a contract with a company for goods or
services unless the contract contains written verification from the company that it (1) does not
boycott energy companies; and (2) will not boycott energy companies during the term of the
contract. The terms “boycott energy company” and “company” shall have the meanings ascribed
to those terms in Section 809.001 of the Texas Government Code. By signing this agreement,
Developer certifies that Developer’s signature provides written verification to the City that
Developer: (1) does not boycott energy companies; and (2) will not boycott energy companies
during the term of the agreement. Failure to meet or maintain the requirements under this provision
will be considered a material breach.

Section 6.14  Prohibition on Contracts with Companies Boycotting Certain Firearm
Entities and Firearm Trade Associations. Developer acknowledges that in accordance with Chapter

Signed by: 7 Signed by:
Q o aMhTY _ Garndt Mg oper
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2274 of the Texas Government Code, City is prohibited from entering into a contract with a
company for goods or services unless the contract contains written verification from the company
that it (1) does not have a practice, policy, guidance, or directive that discriminates against a
firearm entity or firearm trade association; and (2) will not discriminate during the term of the
contract against a firearm entity or firearm trade association. The terms “discriminate against a
firearm entity or firearm trade association,” “firearm entity”” and “firearm trade association” shall
have the meanings ascribed to those terms in Chapter 2274 of the Texas Government Code. By
signing this agreement, Developer certifies that Developer’s signature provides written verification
to the City that Developer: (1) does not have a practice, policy, guidance, or directive that
discriminates against a firearm entity or firearm trade association; and (2) will not discriminate
during the term of the contract against a firearm entity or firearm trade association. Failure to meet
or maintain the requirements under this provision will be considered a material breach.

Section 6.15 Prohibition On Contracts With Companies Doing Business with Iran,
Sudan, or a Foreign Terrorist Organization. Sections 2252 and 2270 of the Texas Government Code
restricts CITY from contracting with companies that do business with Iran, Sudan, or a foreign
terrorist organization. By signing this agreement, Developer certifies that Developer’s signature
provides written verification to the City that Developer, pursuant to Chapters 2252 and 2270, is
not ineligible to enter into this agreement and will not become ineligible to receive payments under
this agreement by doing business with Iran, Sudan, or a foreign terrorist organization. Failure to
meet or maintain the requirements under this provision will be considered a material breach.

Section 6.16 Termination Right for Contracts with Companies Doing Business with
Certain Foreign-Owned Companies. The City of Denton may terminate this Agreement

immediately without any further liability if the City of Denton determines, in its sole judgment,
that this Agreement meets the requirements under Chapter 2274, and Developer is, or will be in
the future, (i) owned by or the majority of stock or other ownership interest of the company is held
or controlled by individuals who are citizens of China, Iran, North Korea, Russia, or other
designated country (ii) directly controlled by the Government of China, Iran, North Korea, Russia,
or other designated country, or (iii) is headquartered in China, Iran, North Korea, Russia, or other
designated country.

[SIGNATURE PAGES FOLLOW]

Signed by: 8 Signed by:
l é,m LA ams Carvdt Maghp) oper
76544D73C36F499... DCAT390854FC4ES. ..
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IN WITNESS WHEREOF, the Parties have executed this Agreement as of the day
of ,2024.
CITY OF DENTON
By:
Sara Hensley, City Manager
ATTEST: THIS AGREEMENT HAS BEEN BOTH
Lauren Thoden, City Secretary REVIEWED AND APPROVED
as to financial and operational obligations and
By: business terms ™ "™
f%Mmﬂ}AMS
Slgnature N——76544D73C36F499...
Director of Airport
APPROVED AS TO LEGAL FORM: Title
Mack Reinwand, City Attorney Alrport
rDocuSigned by: Department
| Maredla (o
By 4BU7083TB4AAL3S . Date Signed: 10/2 5/2024

HC Aviation Property Holdings Inc.
DEVELOPER

Signed by:

DCAT390854FC4E3 "

rr Martin
Name:Ga ett Mart

Title: Director

Signature Page to Lease Agreement
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AIRPORT LEASE AGREEMENT

THIS AIRPORT LEASE AGREEMENT (this “Agreement”) effective as of this

day of , 2024, by and between the CITY OF

DENTON, TEXAS, a Texas home-rule municipal corporation (“City”), and HC Aviation Property

Holdings Inc., a Texas Corporation (the “Lessee” and, together with City, the “Parties” and each a
“Party”).

RECITALS

WHEREAS, City is the owner and operator of the Denton Enterprise Airport in the City of
Denton, Texas (the “Airport”);

WHEREAS, City has the right, title, and interest in and to the real property on the Airport,
together with the facilities, easements, rights, licenses, and privileges hereinafter granted, and has
full power and authority to enter into this Agreement in respect thereof;

WHEREAS, City owns that certain real property located within the Airport legally
described on Exhibit A, as Site Ten Parcel One, attached hereto and made part hereof which
consists of 14,965 square feet or 0.344 acres (such real property, together with all rights, privileges,
easements, and appurtenances benefiting such real property and all Preexisting Improvements, as
hereafter defined, are collectively referred to herein as the “Leased Premises”);

WHEREAS, the City desires to continue to have and further develop the Leased Premises
for exclusively aeronautical purposes beneficial to the City and the general public;

WHEREAS, Lessee is qualified, ready, willing, and able to undertake such commercial
development and/or use; and

WHEREAS, the Parties hereto wish to memorialize their agreement herein and they agree
as follows:

AGREEMENT

NOW, THEREFORE, in consideration of the foregoing Recitals, which by this reference
are hereby incorporated into this Agreement, and the mutual covenants contained in this
Agreement, the Parties hereto hereby agree as follows:

ARTICLE I
LEASE OF LEASED PREMISES; TERM

Section 1.1 Lease of Leased Premises.

A. City hereby leases to Lessee, and Lessee hereby rents from City for its exclusive
use the Leased Premises, all herein described rights incident thereto, for and during the Lease Term
and upon and subject to the terms, provisions, and conditions herein set forth. All improvements
existing in, on, or under the Leased Premises as of the Commencement Date, as hereafter defined,
shall be referred to herein as “Preexisting Improvements”. All improvements constructed by or on

Signed by: Signed by:
1 .
an [l Lam Carndt ’Z\ﬁ‘@
K‘1 DﬁC?:ﬁF_ItQQ%ITY CA1390854F E
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behalf of the City from and after the Commencement Date, as hereafter defined, shall be referred
to herein as “City Improvements”. The “Leased Premises” shall be deemed to include the
Preexisting Improvements and the City Improvements, as hereafter defined.

Section 1.2 Lease Term. The term of this Agreement (the “Lease Term”), shall be for

a period of forty (40) years commencing on , 2024 (the “Commencement
Date”), and unless sooner terminated pursuant to the provisions of this Agreement, shall
terminate on , 2064,

Section 1.3 Extension of Lease Term. No further extensions shall be granted by the
City. However; the foregoing shall not preclude the Parties from entering into a new lease to be
effective after the expiration of the Lease Term.

Section 1.4  Holding Over; Rights at Expiration.

A. If Lessee retains all or any portion of the Leased Premises after the expiration or
termination of the Lease Term by lapse of time or otherwise, such holding over shall constitute the
creation of a tenancy at will with respect to such retained portion, terminable by City at any time
upon thirty (30) days prior written notice to Lessee. Under such tenancy at will, Lessee agrees to
pay to City as liquidated damages, and not as a penalty, 150 percent of the last monthly rental rate
under this agreement for each month of holdover. All provisions of this Agreement shall remain
in full force and effect during such holdover period.

B. Lessee further agrees that upon the expiration or termination of the Lease Term, the
Leased Premises will be delivered to City in as good a condition as when this Agreement began,
reasonable wear and tear and matters covered by insurance excepted and the Improvements, as
hereafter defined, will be delivered to City in as good a condition as when such Improvements
were constructed, located, installed, placed or erected in, upon or under the Leased Premises,
reasonable wear and tear and matters covered by insurance excepted.

C. Except as otherwise expressly set forth elsewhere herein, Lessee shall have no
rights with respect to any improvements made to the Leased Premises during the Lease Term that
are not otherwise required to be removed by the City.

Section 1.5  Inspection of [eased Premises; Access to Books and Records. City, through
its duly authorized agents, shall have at any reasonable time the full and unrestricted right to enter
the Leased Premises and the Improvements, as hereafter defined, for the purpose of periodic
inspection for fire protection, maintenance and to investigate compliance with the terms of this
Agreement; provided, however, that except in the case of emergency, such right shall be exercised
upon reasonable prior notice to Lessee and with an opportunity for Lessee to have an employee or
agent present, and will not interfere with Lessee’s construction or operations. Lessee agrees to
provide any documents that may be requested by City to determine compliance with this
Agreement within thirty (30) days of such request.

Section 1.6 Ownership of Leased Premises. City and Lessee intend and hereby agree
that the Leased Premises shall be and remain the property of City during the entire term of this
Agreement and thereafter.

Signed by: Signed by:

. ﬂMITY ? Cavddt Nﬁ’ﬁ%}z

76544D73C36F499... DCAT390854FC4E3. ..
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ARTICLE 11

RENTAL; SECURITY DEPOSIT
Section 2.1  Rent.

A. In consideration for the use of the Leased Premises herein granted, Lessee shall
pay to City the following rental amounts (the “Rent”). The monthly rent shall be in the sum of $
0.38 per net square foot, as determined and provided in Exhibit A, said sum being stipulated
herein as Five Thousand Six Hundred and Eighty-Six Dollars and Seventy Cents ($5,686.70)
(sales tax included), payable in twelve equal monthly installments of Four Hundred and Seventy-
Three Dollars and Eighty-Nine Cents ($473.89). All subsequent rental payment will be due in
advance on the first of each calendar month thereafter. City will mail a courtesy statement on or
about the first of each month. Failure to receive the statement in a timely manner does not
absolve Lessee from making rental payment on the first of each month.

B. The Rent shall begin at the earlier of the issuance of a building permit or the first
day of the third month following the Commencement date.

C. The Rent for the Leased Premises shall be readjusted at the end of each two (2) year
period during the Lease Term, starting on the Commencement Date month and every two (2) years
thereafter, on the basis of the proportion that the then-current United States Consumer Price Index
for all urban consumers (“CPI-U”) for the Dallas-Fort Worth Bureau of Labor Statistics (1982-84
= 100) bears to that of the Commencement Date month.

Section 2.2 Insufficient Funds Charge. There shall be an extra charge of THIRTY
DOLLARS ($30.00) on any check returned by the bank for insufficient funds or account not
existing.

Section 2.3  Time and Place of Payments. The Rent, as well as all other charges
hereunder, shall be payable in equal monthly installments in advance on or before the first business
day of each calendar month of the Lease Term at City’s offices of the Finance Department of the
City of Denton, 215 E. McKinney, Denton, Texas, unless otherwise designated in writing by the
City.

Section 2.4  Delinquent Rent. In the event Rent due pursuant to Section 2.1 or any other
amounts payable by Lessee hereunder shall not be paid by Lessee on the due date thereof, Lessee
shall pay to City as additional Rent, an interest charge of five percent (5%), or the maximum
percentage allowed by law, whichever is greater, of the amount due for each full calendar month
of delinquency, computed as simple interest. No interest shall be charged until payment is thirty
(30) days overdue, but any such interest assessed thereafter shall be computed from the due date.

ARTICLE III

OCCUPANCY, USE, AND CONDITIONS OF LEASED PREMISES

Section 3.1  Condition of [.eased Premises. Lessee accepts the Leased Premises in their
present “as is” condition. Lessee releases City and holds City and City’s officers, directors, elected

Signed by: 3 Signed by:
| é;m A dams Garrdt Mogtiage
9... DCA1390854FC4ES3...
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and appointed officials, employees, and agents harmless for any claims arising out of or related to
any condition of the Leased Premises.

Section 3.2  Construction and Ownership of Improvements.

A. The Parties agree that this Agreement is entered into specifically with the
understanding that Lessee will build, construct, complete, and furnish one building, generally
described as: Parcel one, consisting of one 65’ x 70’ building, at its own expense in accordance to
Plans and Specifications, as defined in Section 5.1. Any and all buildings, structures, fixtures,
appurtenances, site work, site utilities, or other improvements to be located or constructed on the
Leased Property by Lessee during the Lease Term in accordance with the Plans and
Specifications shall be known as “Improvements” and Lessee agrees to complete construction of
the Improvements as follows and to complete the construction of the Improvements in
accordance with all governmental requirements and the Plans and Specifications and to obtain a
Certificate of Occupancy.

(a) Complete construction of Parcel 1 and obtain a Certificate of Occupancy
within 365 days (one year) of issuance of a building or grading permit. Lessee may request an
extension of time with sufficient justification as to the necessity for such an extension. No such
requested extension shall extend this requirement more than a total of 90 days. The Lessee must
receive written

B. Notwithstanding anything contained in the Lease Agreement to the contrary, a
failure to complete the Improvements within the construction period and any City approved
extensions described in Section 3.2, may at the sole option and discretion of the Lessor, result in
the immediate termination and cancellation of this Lease Agreement upon 30 days written notice
of cancellation to Lessee. In such case Lessee’s rights under this Lease Agreement will
immediately cease and be forfeited, and all Improvements shall immediately become the
property of Lessor at no cost, expense or other compensation paid by lessor to Lessee; and
Lessee shall immediately vacate the Premises.

C. The capital investment in the Improvements on the Leased Premises shall be a
minimum of Six Hundred Seventy-Five Thousand ($675,000.00), upon the completion of all
parcels of Improvement construction. The Improvements, at the completion of all phases of
construction, shall include:

a. No less than 4,550 gross square feet of hangar size.

b. Off-street vehicular parking with the capacity to meet or exceed local
building regulations taking into consideration permitted use at peak demand.

D. The Lessee shall use the Leased property for the following aeronautical uses:
Aircraft Storage. Any changes in aeronautical use must be approved in writing by the Airport
Director or designee.

E. Lessee will own the Improvements during the Lease Term only. Effective upon
the expiration or termination of this Agreement, the Improvements shall become the property of
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City, without the payment by City of any compensation or other consideration for any
Improvements, and title to the Improvements shall merge with the title of, or be otherwise
considered and deemed a part of, the real property of City, free and clear of any claim of Lessee
and any persons or entities claiming under or through Lessee including, without limitation, the
trustee, beneficiary or holder of any mortgage or deed of trust. Any other personal property of
Lessee that can be removed by Lessee without material damage to the Leased Premises or to the
Improvements may remain the personal property of Lessee and may be removed by Lessee at
any time on or before the end of the Lease Term. Lessee shall, by removing any such personal
property, repair all damage to the Leased Premises and Improvements caused by such removal.
The City shall have the option to have the tenant remove any or all Improvements at the end of
the term if the Improvements have not been maintained in accordance with the Lease or, based
on the most recent Condition Assessment, have reached the end of their useful life.

F. The tenant shall be responsible for conducting a condition assessment report on
their facilities during the term of the lease (the “Condition Assessment”). This shall be conducted
in 5-year increments beginning at the 10th anniversary of the lease agreement. The
engineering/inspection shall be hired by the tenant at the tenant’s expense but must be approved
in writing by the City. The Condition Assessment shall examine the building’s structural
components, electrical, plumbing, heating and cooling systems, roof, etc. Additionally, any
pavement (asphalt or concrete) within the leasehold area shall also be examined and reported on.
The Condition Assessment shall be provided to the lessor within thirty (30) days of the
Condition Assessment due date. The Lessee shall within ninety (90) days provide to the Lessor a
plan to correct any deficiencies identified in the Condition Assessment within one (1) year,
unless extended in writing by the Airport Director, or designee.

Section 3.3 Access. City agrees that if Lessee is not in breach of this Agreement, Lessee
and Lessee’s employees, officers, directors, sublessees (that are approved by City pursuant to this
Agreement), contractors, subcontractors, suppliers, agents, invitees, and other representatives
(“Lessee’s Associates™) are authorized to ingress and egress across the common areas of the
Airport (in the areas designated by City, for the purposes for which they were designed, and as
permitted by applicable Laws and Regulations as defined in Section 3.4) on a non-exclusive basis
and to the extent reasonably necessary for Lessee’s use, occupancy, and operations at the Leased
Premises. Lessee agrees to comply with any driver training program or guidelines established by
the Lessor. Lessee further agrees to ensure that Lessee’s Associates shall comply with such
program guidelines. During special events at the Airport, Lessee acknowledges that the standard
operation procedure at the Airport may be altered such that egress and ingress to the Leased
Premises may be altered by the City. The City will notify Lessee in writing of any special events
or closures that will impede Lessee’s use of the Leased Premises. Lessee’s failure to comply with
the altered procedure is a default of this Agreement, and City may proceed to terminate this
Agreement.

Section 3.4  Use of Leased Premises and Compliance with all Laws and Regulations.
Lessee agrees that it shall use the Leased Premises and the Improvements only for aeronautical
purposes and Lessee and Lessee’s Associates shall comply at all times, at Lessee’s sole cost, with
any and all laws and regulations (as amended or otherwise modified from time to time) that are
applicable to Lessee’s business and Lessee’s construction of the Improvements, including those
pertaining to the construction of buildings on public property, and Lessee’s use, occupancy, or
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operations at the Leased Premises, the Improvements or the Airport (the “Laws and Regulations™),
which include, but are not limited to, all laws, statutes, ordinances, regulations, rules, orders, writs,
judgments, decrees, injunctions, directives, rulings, guidelines, standards, codes, policies, common
law, and other pronouncements of any kind having the effect of law that may be applicable at any
time during the term of this Agreement including, but not limited to, the Airport Rules and
Regulations, Minimum Operating Standards, master plans and zoning codes, and all Laws and
Regulations pertaining to the environment (the “Environmental Laws”); any and all plans and
programs developed in compliance with such requirements (including, but not limited to, any
Airport Security Plan); and all lawful, reasonable, and nondiscriminatory Airport policies and
other requirements. Lessee shall provide all required notices under the Laws and Regulations.
Upon a written request by City, Lessee will verify, within a reasonable time frame, compliance
with any Laws and Regulations. Further, in its use of the Leased Premises and the Improvements,
Lessee shall comply with the following:

A. Address. Lessee shall file with the Airport Director and keep current its mailing
addresses, telephone numbers, and contacts where it can be reached in an emergency.

B. List of Sublessee and Aircraft. At least quarterly, Lessee shall file with the Airport
Director and keep current a list of its sublessees and a list of all aircraft hangared or tied down on
the Leased Premises within the previous four (4) month period.

Section 3.5  No Unauthorized Use. Lessee and Lessee’s Associates shall use the Leased
Premises, the Improvements, and the Airport only for purposes that are expressly authorized by
this Agreement and shall not engage in any unauthorized use of the same. Unauthorized uses
include, but are not limited to, restricting access on any road or other area that Lessee does not
lease; placing waste materials on the Airport or disposing of such materials in violation of any
Laws and Regulations; any use that would constitute a public or private nuisance or a disturbance
or annoyance to other Airport users; driving a motor vehicle in a prohibited Airport location; the
use of automobile parking areas in a manner not authorized by City; any use that would interfere
with any operation at the Airport or decrease the Airport’s effectiveness (as determined by City in
its sole discretion); and any use that would be prohibited by or would impair coverage under either
Party’s insurance policies or would cause an increase in the existing rate of insurance upon the
Leased Premise.

Section 3.6  Permits and Licenses. Lessee shall obtain and maintain in current status all
permits and licenses that are required under any Laws and Regulations in connection with Lessee’s
construction of Improvements and the use, occupancy, or operations at the Leased Premises, the
Improvements, or the Airport. Those permits and licenses include but are not limited to, (i) all
contractors doing work on the Leased Premises, including work on or for the Improvements, must
be licensed by the State of Texas, (ii) prior to commencing construction of any Improvements, a
permit must be obtained from the City of Denton and a copy of the permit must be furnished to
the Airport Manager, and (iii) if applicable, clearance must be obtained from the responsible health
department or other agency. In the event that Lessee receives notice from any governmental entity
that Lessee lacks, or is in violation of, any such permit or license, Lessee shall provide City with
timely written notice of the same.
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Section 3.7  Payment of Taxes. Lessee shall pay (before their respective due dates) all
taxes, fees, assessments, and levies that relate to Lessee’s use, occupancy, or operations at the
Leased Premises, the Improvements, or the Airport and all other obligations for which a lien may
be created relating thereto (including, but not limited to, utility charges and work for any
Improvements). Lessee shall be responsible for any and all taxes generated by the Denton County
Tax Assessor / Collector.

Section 3.8  No Liens. No liens may be placed upon the Leased Premises. Within thirty
(30) days, Lessee shall pay all lawful claims made against City and discharge all liens filed or
which exist against the Leased Premises or any other portion of the Airport (other than Lessee’s
trade fixtures or trade equipment) to the extent such claims arise out of or in connection with,
whether directly or indirectly, the failure to make payment for work done or materials provided by
Lessee its contractors, subcontractors, or materialmen. However, Lessee shall have the right to
contest the amount or validity of any such claim or lien without being in default under this
Agreement upon furnishing security in a form acceptable to the City, in an amount equal to one
hundred percent (100%) of such claim or lien, which insures that such claim or lien will be properly
and fully discharged forthwith in the event that such contest is finally determined against Lessee
or City. The City shall give timely notice to Lessee of all such claims and liens of which it becomes
aware. When contracting for any work in connection with the Leased Premises or the
Improvements, Lessee shall include in such contract a provision prohibiting the contractor or any
subcontractor or supplier from filing a lien or asserting a claim against City’s real property or any
interest therein. The lessee is solely responsible for ensuring that all requirements are met such
that such lien waivers are effective and enforceable (such as filing such contracts, if necessary).
Furthermore, when completed, the Improvements on the Leased Premises shall be free from all
construction liens.

Section 3.9  Compliance with 2252.909 of Texas Government Code.

A. In connection with Lessee’s construction, alteration, or repair of the Improvements
or any other construction on the Leased Property, Lessee shall require their contractor to:

(a) execute a payment bond that conforms to Subchapter I, Chapter 53,
Property Code; and

(b) execute a performance bond in an amount equal to the amount of
the contract for the protection of the City and conditioned on the faithful performance of
the contractor’s work in accordance with the plans, specifications, and contract documents.

B. Lessee shall provide the Lessor with a notice of commencement of construction no
later than ninety (90) days prior to the commencement of construction, alteration, or repair of any
improvement to the Leased Property (‘“Notice of Commencement”), which will materially conform
with the requirements under Texas Local Government Code 2252.909.

C. Notice of Commencement must:
(a) identify the public property where the work will be performed;

(b) described the work to be performed;
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(©) state the total cost of the work to be performed;
(d) include copies of the performance and payment bonds required; and

(e) include a written acknowledgment signed by the contractor stating
that copies of the required performance payment bonds will be provided to all
subcontractors not later than the fifth day after the date a subcontract is executed.

ARTICLE 1V

REPRESENTATIONS AND WARRANTIES

Section 4.1  Representations by City. City represents and warrants that it has the right,
power, and legal capacity to enter into and perform its obligations under this Agreement, has duly
executed and delivered this Agreement, and that this Agreement constitutes a legal, valid, and
binding obligation of City.

Section 4.2  Representations by Lessee. Lessee represents and warrants that it has the
right, power, and legal capacity to enter into and perform its obligations under this Agreement, has
duly executed and delivered this Agreement, and that this Agreement constitutes a legal, valid, and
binding obligation of Lessee.

ARTICLE V

OBLIGATIONS OF LESSEE

Section 5.1  Plans and Specifications. With respect to any Improvements, Lessee shall
select qualified architects and engineers to prepare, prior to construction or on a phased basis
during construction, the architectural, site, structural, mechanical, and/or electrical drawings and
specifications for the Improvements in the form and content required by the appropriate local
planning and zoning authorities and pursuant to all applicable Laws and Regulations and this
Agreement, which shall be approved in writing by City (collectively, the “Plans and

Specifications”).

Section 5.2 Appraisal at Conclusion of Construction. Lessee shall, at its own expense,
conduct an appraisal of the property within ninety (90) days of the conclusion of the construction
of Improvements described in Section 3.2 The appraisal shall confirm the investment of capital
by the Lessee due to the construction of the Improvements at the level required by Section 3.2.
The appraiser selected by the Lessee shall be approved in writing by the Airport Director, or
designee.

Section 5.3  Operations and Maintenance. Lessee shall maintain the Leased Premises
and all Improvements in a condition that is clean, free of debris, safe, sanitary, and in good repair
and shall not accumulate or permit the accumulation of any trash, refuse, debris, or of anything
that is unsightly, which creates a fire hazard, nuisance, or causes inconvenience to adjoining
properties. Lessee shall at its own expense create, execute, and maintain a comprehensive
landscaping and irrigation plan for the Leased Premises in accordance with relevant local
landscaping codes. Lessee shall perform all work in accordance with Laws and Regulations and
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in a good and workmanlike manner. Lessee shall promptly remedy any condition that fails to meet
this standard. Without limiting the foregoing obligations, Lessee shall not store on the Leased
Premises any inoperable equipment, discarded or unsightly materials, or materials likely to create
a hazard; shall not use areas outside of enclosed buildings for storage; and shall store trash in
covered metal receptacles or any other receptacles approved in writing by the Airport Director, or
designee. Any substance or material that is regulated by any Environmental Law (“Hazardous
Materials™) shall be governed by Section 5.8. In addition, Lessee agrees to comply with all
applicable provisions of City’s Texas Pollutant Discharge Elimination Multi-Sector General
Permit.

Section 5.4  Utilities. Lessor represents that there are water, sewer, and 3-phase
electrical lines accessible within the general vicinity of the Leased Premises. Lessee shall be
responsible, at Lessee’s sole cost and expense, for obtaining all utility connections at or for the
Leased Premises and the Improvements. Further, Lessee shall pay for telecommunications,
television, internet, gas, light bulbs, electricity, water, sewer, and garbage and trash removal
services provided to or used by Lessee and shall make such deposits as are required to secure
service. Lessee shall be responsible for any water or sewer impact fees incurred by their use of
the Leased Premises. Any repairs of the utility lines, other than those which are the responsibility
of the utility service, are the responsibility of Lessee. If utilities are billed to a common meter, the
Lessee shall pay to City the pro-rated amount based on the square footage leased.

Section 5.5  Signs. Lessee shall not place, or cause to be placed, any sign or signs on
the Leased Premises or the Improvements unless otherwise agreed to in writing by City. Lessee,
at its sole expense, shall be responsible for the creation, installation, and maintenance of all such
Signage. Lessee shall pay to the lessor any and all damages, injuries, or repairs resulting from the
installation, maintenance or repair of any such signage. Any Signage placed on the Lease premises
shall be maintained at all times in a safe, neat, sightly, and good physical condition. All signage
shall be removed from the lease Premises by Lessee immediately upon receipt of instructions for
removal of same from Lessor, including without limitation, upon expiration or termination of this
Lease Agreement. If Lessee fails to remove the Signage, then Lessor may do so at the sole cost
and expense of Lessee. Notwithstanding anything contained herein to the contrary, all signage
shall comply with all applicable City of Denton ordinances, including the City of Denton sign
ordinance.

Section 5.6  Security. Lessee is responsible to comply (at Lessee’s sole cost) with all
security measures that City, the United States Transportation Security Administration, the United
States Department of Homeland Security (“Homeland Security”), the United States Federal
Aviation Administration (“FAA”), or any other governmental entity having jurisdiction may
require in connection with the Airport, including, but not limited to, any access credential
requirements, any decision to remove Lessee’s access credentials, and any civil penalty obligations
and other costs arising from a breach of security requirements caused or permitted by Lessee or
Lessee’s Associates. Lessee agrees that Airport access credentials are the property of City and
may be suspended or revoked by City for security-related reasons in its sole discretion at any time.
Lessee shall pay all fees associated with such credentials, and Lessee shall immediately report to
the Airport Manager any lost credentials or credentials that Lessee removes from any employee or
any of Lessee’s Associates. Lessee shall protect and preserve security at the Airport. Lessee
acknowledges that FAA, Homeland Security, or a subdivision of either may enact laws or
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regulations regarding security at general aviation airports such that City may not be able to comply
fully with its obligations under this Agreement, and Lessee agrees that City will not be liable for
any damages to Lessee or Lessee’s personal property that may result from said noncompliance.

Section 5.7  Obstruction Lights. Lessee shall, at its expense, provide and maintain
obstruction lights on any structure on the Leased Premises, including the Improvements, if required
by City or FAA regulations. Any obstruction lights so required shall comply with the
specifications and standards established for such installations by City or FAA.

Section 5.8  Hazardous Materials.

A. No Violation of Environmental Laws. Lessee shall not cause or permit any
Hazardous Materials to be used, produced, stored, transported, brought upon, or released on, under,
or about the Leased Premises or the Airport by Lessee or Lessee’s Associates in violation of
applicable Environmental Laws. Lessee is responsible for any such violation as provided by
Section 7.

B. Response to Violations. Lessee agrees that in the event of a release or threat of
release of any Hazardous Material by Lessee or Lessee’s Associates at the Airport, Lessee shall
provide City with prompt notice of the same. Lessee shall respond to any such release or threat of
release in accordance with applicable Laws and Regulations. If City has reasonable cause to
believe that any such release or threat of release has occurred, City may request, in writing, that
Lessee conduct reasonable testing and analysis (using qualified independent experts acceptable to
City) to show that Lessee is complying with applicable Environmental Laws. City may conduct
the same at Lessee’s expense if Lessee fails to respond in a reasonable manner. Lessee shall cease
any or all of Lessee’s activities as City determines necessary, in its sole and absolute discretion, in
connection with any investigation, cure, or remediation. If Lessee or Lessee’s Associates violate
any Environmental Laws at the Airport (whether due to the release of a Hazardous Material or
otherwise), Lessee, at Lessee’s sole expense, shall have the following obligations, which shall
survive any expiration or termination of this Agreement: (i) promptly remediate such violation in
compliance with applicable Environmental Laws; (ii) submit to City a written remediation plan,
and City reserves the right to approve such plan (which approval shall not be unreasonably
withheld) and to review and inspect all work; (iii) work with City and other governmental
authorities having jurisdiction in connection with any violation; and (iv) promptly provide City
copies of all documents pertaining to any environmental concern that are not subject to Lessee’s
attorney-client privilege.

C. Obligations upon Termination and Authorized Transfers. Upon any expiration or
termination of this Agreement or any change in possession of the Leased Premises authorized by
City, Lessee shall demonstrate to City’s reasonable satisfaction that Lessee has removed any
Hazardous Materials and is in compliance with applicable Environmental Laws. Such
demonstration may include, but is not limited to, independent analysis and testing to the extent
that facts and circumstances warrant analysis and testing, such as evidence of past violations or
specific uses of the Leased Premises. Ifthe site is contaminated during Lessee’s possession, Lessee
shall bear all costs and responsibility for the required clean up, and shall hold City, its officers,
elected and appointed officials, employees, and agents harmless therefrom. Notwithstanding
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anything to the contrary, the obligations of this Section 5.8 shall survive any termination of this
Agreement.

Section 5.9  Trash, Garbage, and Other Refuse. Lessee shall pick up and provide for a
complete and proper arrangement for adequate sanitary handling and disposal, away from the
Airport through the City or any other licensed refuse hauler. Lessee is responsible for contacting
the Master Refuse Hauler and arranging for disposal and payment of such services. Lessee shall
provide and use suitable covered metal receptacles, or any other receptacles approved by the
Airport Director, or designee, for all such garbage, trash, and other refuse on the Leased Premises.
Lessee shall not pile boxes, cartons, barrels, pallets, debris, or similar items in an unattractive or
unsafe manner, on or about the Leased Premises.

ARTICLE VI

INDEMNIFICATION AND INSURANCE

Section 6.1  Insurance. Lessee agrees to purchase general liability covering the Lessee
and Lessee’s Associates, and its operations on the Airport as described in Section 3 in an amount
not less than $1,000,000 per occurrence and provide coverage for premises/operations and
contractual liability AND where exposure exists in the opinion of the Lessor, coverage for:
products/completed operations; explosions, collapse, and underground property damage; and
environmental impairment.

A. All risk property insurance on a one-hundred percent (100%) replacement cost
basis covering loss or damage to all facilities and improvements located on the Lease premises,
either as a part of this Lease Agreement or erected by the Lessee subsequent to this Lease
Agreement. Covered perils shall include, but not be limited to, Fire, Extended Coverage, and
Vandalism & Malicious Mischief. Under no circumstances shall the Lessor be liable for any
damages to fixtures, merchandise, or personal property of the Lessee or its sub-lessees. The City
of Denton will be shown as a loss payee, as their interest may appear.

B. Additional Insurance requirements may be necessary as identified in the Airport
Minimum Operating Standards for specific aeronautical uses.

C. Coverage Requirements

a. All liability policies shall be endorsed to include the city of Denton, and
its officers and employees as an Additional Insured. All all-risk property policies shall be
endorsed to name the City of Denton as a loss payee. All required insurance policies shall
provide for a minimum of 30 days written notice to the City of any cancellation or material
change to the policy.

b. All insurance required by the Lease Agreement must be issued by a
company or companies of sound and adequate financial responsibility and authorized to do
business in the State of Texas. All policies are subject to the examination and approval of the
City’s office of Risk Management for their adequacy as to content, form of protection and
providing company.
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C. Required insurance naming the City as an additional insured much be
primary insurance and not contributing with any other insurance available to the City whether
from a third-party liability policy or other. Said limits of insurance shall in no way limit the
liability the Lessee hereunder.

d. The Lessor shall be provided with a copy of all such policies and renewal
certificates. Failure to Lessee to comply with the minimum specified amounts or types of
insurance as required by Lessor shall constitute Lessee’s default of this Lease Agreement.

e. During the Lease Term, or any extension thereof, Lessor herein reserves
the right to, with one hundred twenty (120) days’ notice, adjust or increase the liability insurance
amounts required of the Lessee, and to require any additional rider, endorsement, provisions, or
certificates of insurance, and Lessee hereby agrees to provide any such insurance requirements as
may be required by Lessor.

Section 6.2  Lessee’s Indemnification and Duty to Pay Damages.

A. LESSEE SHALL HOLD CITY AND CITY’S OFFICERS, ELECTED AND APPOINTED
OFFICIALS, EMPLOYEES, AND AGENTS EXEMPT AND HARMLESS, TO THE EXTENT ALLOWED BY
LAW, FROM AND AGAINST ANY AND ALL CLAIMS, DEMANDS, SUITS, JUDGMENTS, COSTS, AND
EXPENSES ASSERTED BY ANY PERSON OR PERSONS (INCLUDING AGENTS OR EMPLOYEES OF CITY,
LESSEE, OR SUBLESSEE) BY REASON OF DEATH OR INJURY TO PERSONS OR LOSS OF OR DAMAGE
TO PROPERTY RESULTING FROM LESSEE’S OPERATIONS, OR ANYTHING DONE OR OMITTED BY
LESSEE UNDER THIS AGREEMENT EXCEPT TO THE EXTENT THAT SUCH CLAIMS, DEMANDS, SUITS,
JUDGMENTS, COSTS, AND EXPENSES MAY BE ATTRIBUTED TO THE INTENTIONAL ACTS OR
OMISSIONS OF CITY, ITS AGENTS, OR EMPLOYEES.

B. CITY SHALL NOT BE LIABLE TO LESSEE FOR ANY DAMAGE BY OR FROM ANY ACT
OR NEGLIGENCE OF ANY CO-TENANT OR OTHER OCCUPANT OF THE SAME BUILDING, OR BY ANY
OWNER OR OCCUPANT OF ADJOINING OR CONTIGUOUS PROPERTY.

C. LESSEE AGREES TO PAY FOR ALL DAMAGES TO THE LEASED PREMISES, THE
IMPROVEMENTS, ITS APPARATUS, OR APPURTENANCES CAUSED BY LESSEE’S MISUSE OR
NEGLECT THEREOF.

D. LESSEE SHALL BE RESPONSIBLE AND LIABLE FOR THE CONDUCT OF LESSEE’S
ASSOCIATES IN, ON AND AROUND THE LEASED PREMISES.

ARTICLE VII

DEFAULT AND REMEDIES

Section 7.1 = Lessee’s Default. The occurrence of any of the following events shall
constitute a default by Lessee under this Agreement unless cured within thirty (30) days following
written notice of such violation from City: (i) Lessee fails to timely pay any Rent; (ii) Lessee or
Lessee’s Associates violate any requirement under this Agreement (including, but not limited to,
abandonment of the Leased Premises); (iii) Lessee assigns or encumbers any right in this
Agreement, delegates any performance hereunder, or subleases any part of the Leased Premises
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(except as expressly permitted in this Agreement); (iv) Lessee files a petition in bankruptcy or has
a petition filed against Lessee in bankruptcy, insolvency, or for reorganization or appointment of
a receiver or trustee which is not dismissed within sixty (60) days; (v) Lessee petitions for or enters
into an arrangement for the benefit of creditors, or suffers this Agreement to become subject to a
writ of execution and such writ is not released within thirty (30) days; (vi) Lessee defaults in
constructing any Improvements that are required to be constructed under this Agreement; or (vii)
Lessee dissolves or dies.

Section 7.2 Default by City. City shall not be in default under this Agreement unless
City fails to perform an obligation required of City under this Agreement within thirty (30) days
after written notice by Lessee to City. If the nature of City’s obligation is such that more than
thirty (30) days are reasonably required for performance or cure, City shall not be in default if City
commences performance within such thirty (30) day period and thereafter diligently prosecutes
the same to completion.

Section 7.3  Remedies for Failure to Pay Rent. If any Rent required by this Agreement
shall not be paid when due, City shall have the option to:

A. Terminate this Agreement, take possession of the Improvements, resume
possession of the Leased Premises for its own account, and recover immediately from Lessee the
differences between the Rent and the fair rental value of the property for the term, reduced to
present worth, or

B. Terminate this Agreement, take possession of the Improvements, resume
possession of the Leased Premises, re-lease the Leased Premises for the remainder of the term for
the account of Lessee, and recover from Lessee, at the end of the term or at the time each payment
of Rent comes due under this Agreement as City may choose, the difference between the Rent and
the rent received on the re-leasing or renting.

In either event, City shall also recover all expenses incurred by reason of breach, including
reasonable attorney’s fees.

Section 7.4  Remedies for Breach of Agreement. If Lessee shall fail to perform or breach
any provision of this Agreement other than the agreement of Lessee to pay Rent, City shall provide
written notice to Lessee specifying the performance required. Thirty (30) days after such notice is
provided under this Section 7.4, City may terminate this Agreement or take any such action it is
legally entitled to take, including instituting litigation to compel performance of this Agreement.
Should litigation be filed by City and it is the prevailing party in that litigation, Lessee shall be
liable for all expenses related to such litigation, including City’s attorney’s fees.

Section 7.5  Survival. The provisions of this Article VII and the remedies and rights
provided in this Article VII shall survive any expiration or termination of this Agreement.

ARTICLE VIII
ASSIGNMENT AND SUBLEASING

Section 8.1 Assignment by Lessee.

Signed by: Signed by:
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A. Lessee shall not assign any of its rights under this Agreement, including, but not
limited to, rights in any Improvements, (whether such assignment is voluntarily or involuntarily,
by merger, consolidation, dissolution, change in control, or any other manner), and shall not
delegate any performance under this Agreement, except with the prior written consent of City to
any of the same, in City’s sole discretion. As a condition of obtaining such consent, the City
reserves the right to require the transferee receiving any such rights from Lessee to execute a new
lease agreement provided by City. Regardless of City’s consent, Lessee shall not be released from
any obligations for matters arising during the time when this Agreement was in effect. Any
purported assignment or delegation of rights or delegation of performance in violation of this
section is void.

B. Upon the expiration or termination of this Agreement, Lessee hereby assigns,
transfers, and conveys to City, without warranty, the following:

(a) The right to the use of the Plans and Specifications to the extent owned by
Lessee;

(b) Any copyright interests in the Plans and Specifications held by Lessee; and

(c) The right to enforce, in Lessee’s own name as a proper party, (i) any
subcontracts related to the Improvements or other maintenance or services contracts in force with
respect to the Leased Premises or Improvements and any warranties arising under any of them or
in connection with the performance thereof, as the case may be.

Section 8.2  Assignment by City. City shall have the right, in City’s sole discretion, to
assign any of its rights under this Agreement (and in connection therewith, shall be deemed to have
delegated its duties), and upon any such assignment, Lessee agrees that Lessee shall perform its
obligations under this Agreement in favor of such assignee.

Section 8.3  Encumbrances. Lessee shall not encumber or permit the encumbrance of
any real property at the Airport. Except for a Leasehold Mortgage as defined in Section 8.5, Lessee
shall not encumber or permit the encumbrance of any of Lessee’s rights under this Agreement
without City’s prior written consent, in City’s sole discretion. Lessee shall not record this
Agreement or any document or interest relating thereto. Any purported encumbrance of rights in
violation of this Section 8.3 is void.

Section 8.4  Leasehold Mortgage. Absent the prior written consent of City, Lessee shall
not have the right to mortgage or collaterally assign its interest in this Agreement, the Leased
Premises or the Improvements to a bank or other similar institutional lender.

Section 8.5  Leasehold Mortgage - Non-exhaustive List of Preconditions.
Notwithstanding the above Section 8.4, Lessee may mortgage or collaterally assign its interest in
this Agreement to a commercial bank (a “Lender”) solely in order to secure financing for the
construction of the Improvements, provided that any such leasehold mortgage or collateral
assignment shall be subject, subordinate, and inferior at all times to the rights of City hereunder
and subject to the prior written consent of the City (a “Leasehold Mortgage”). In connection with
a Leasehold Mortgage or City’s written consent to any other encumbrance, at a minimum, City
shall require the following:

Signed by: 14 Signed by:
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ii.

iil.

1v.

vi.

Vii.

viil.

1X.

Signed by:

Lender shall certify in writing to City that it has reviewed this Agreement and accepts
the provisions of this Agreement, including but not limited to the provisions of this
Section 8.5, and that no loan requirements conflict with or materially erode any
provisions of this Agreement.

Lender agrees that City must approve any encumbrance proposed to be placed upon the
Improvements or this Agreement and that in no event shall any encumbrance be placed
upon the Leased Premises.

Lender agrees that City may, in its sole discretion, require the inclusion of certain
provisions in lending documents that are defined to protect City and/or comply with
federal law, rules, or regulations.

Lender agrees that its security interest in the Improvements, the Leasehold Mortgage,
the related loan agreement, and this Agreement is subordinate to the provisions of any
existing or future agreements between City and the United States of America, relative
to the operation and maintenance of the Airport, the terms and execution of which have
been or may be required as a condition precedent to the expenditure or reimbursement
to City of federal funds for the development of the Airport (“Grant Assurances”) and
that Lender further agrees that in the event that the Leasehold Mortgage, the related
loan agreement, or anything in this Agreement, either on its own terms or by any other
reason, conflicts with or violates any such Grant Assurances, City has the right to
amend, alter, or otherwise modify the terms of this Agreement in order to resolve such
conflict or violation.

Lender agrees to maintain current contact information with City and provide City with
concurrent copies of any notices or communications regarding a default under the loan
agreement or Leasehold Mortgage.

Lender agrees that in the event of a default under the loan agreement or Leasehold
Mortgage, Lender shall promptly inform the City of such default.

Lender and Lessee agree that any event of a default under the loan agreement or
Leasehold Mortgage shall be a default of this Agreement.

Lender agrees that upon any default under the loan agreement or Leasehold Mortgage,
City shall have a lien with first priority on all Lessee-owned property at the Leased
Premises.

Lender agrees that, in the event that Lender takes actual or de facto control of the
Improvements and/or Lessee’s interests in this Agreement, it shall immediately notify
the City of that event (“Lender Control”), Lender will have no more than 180 days to
obtain a replacement tenant that is acceptable to the City, in City’s sole discretion. In
the event that more than 180 days elapses after the beginning of Lender Control, the
Lender’s security, mortgage, and all other interests in the Improvements, this
Agreement or anything else related to the Leased Premises terminates.

Signed by:

Ry Uamyry © Gt Masir
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X. Lender agrees that any use by Lender, assignee, or any other party, will be limited to
those uses that have been authorized by City (namely, the hangaring of aircraft) and
that in no event shall the Improvements be used for a non-aeronautical purpose.

1. The Leasehold Mortgage and any other encumbrances shall terminate prior to the
expiration or termination of this Agreement and Lender agrees to promptly remove
such encumbrance upon the earlier of (1) such termination of the Leasehold Mortgage
or other encumbrance, or (2) the date when the obligation that the Leasehold Mortgage
or other encumbrance secures has been satisfied.

xii.  Lender agrees to hold City, its officers, elected and appointed officials, employees,
and agents harmless for all claims arising after the date that Lessee was in default
under its loan agreement(s) with the Lender.

xiii.  Lessee agrees to release and hold City, its officers, elected and appointed officials,
employees, and agents harmless for all claims related to City’s consent, non-
consent, or any other act or omission related to encumbering the Improvements
and/or this Agreement.

xiv.  City shall have no obligation to provide any notices to Lender and City shall have no
liability of any kind to Lender or other lienholder.

Section 8.6  Subleasing.  Any sublease of Improvements shall be for aviation-related
purposes only. Any sublease agreement for the purposes of conducting commercial acronautical
activities as identified in the Airport Minimum Operating Standards will require an approved
Airport Business Permit prior to commencing operation. All sublease agreements shall be
provided to the Lessor at the time of execution.

ARTICLE IX

MISCELLANEOUS PROVISIONS

Section 9.1  Waiver of Exemption. Any constitutional or statutory exemption of Lessee
of any property usually kept on the Leased Premises, from distress or forced sale, is waived.

Section 9.2  Addresses. All notices given under this Agreement to City shall be sent to
the Airport Manager at 5000 Airport Road, Denton, Texas 76207, with a copy to the City Attorney
at 215 E. McKinney, Denton, Texas 76201, or such other place as City shall specify in writing.
All notices given under this Agreement to Lessee shall be sent to:

HC Aviation Property Holdings Inc.
2320 Seaborn Road #200

Ponder Texas 76259
(469)-684-4465
Garrett@hcdbuild.com

Signed by: Signed by:

Ry Uamyry e Gt Masir
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All notices given under this Agreement to the Mortgagee shall be sent to the address provided by
Mortgagee to City. Any notice properly mailed by registered mail, postage and fee prepaid, shall
be deemed delivered when mailed, whether received or not.

Section 9.3  No Waiver. The waiver by City of any breach of any term, covenant, or
condition herein contained shall not be deemed to be a waiver of such term, covenant, or condition
or any subsequent breach of the same or any other term, covenant, or condition herein contained.
The subsequent acceptance of rent hereunder by City shall not be deemed to be a waiver of any
preceding breach by Lessee of any term, covenant, or condition of this Agreement, other than the
failure of Lessee to pay the particular rental so accepted, regardless of City’s knowledge of such
preceding breach at the time of acceptance of such rent.

Section 9.4  Lessee’s Subordination. Lessee hereby subordinates and makes this
Agreement inferior to all existing and future mortgages, trust indentures or other security interest
of City or City’s successor in interest. Lessee shall execute and deliver any documents required
to evidence and perfect such subordination.

Section 9.5  Additional Charges as Rent. Any charges against Lessee by City for
services or for work done on the Leased Premises or the Improvements by order of Lessee or
otherwise accruing under this Agreement shall be considered as Rent due.

Section 9.6  Subordination to Grant Assurances. This Agreement shall be subordinate
to the Grant Assurances. In the event that this Agreement, either on its own terms or by any other
reason, conflicts with or violates any such Grant Assurances, City has the right to amend, alter or
otherwise modify the terms of this Agreement in order to resolve such conflict or violation.

Section 9.7  Non-Interference With Operation of the Airport. Lessee expressly agrees
for itself, its successors, and assigns that Lessee will not conduct operations in or on the Leased
Premises or the Improvements in a manner that in the reasonable judgment of City, (i) interferes
or might interfere with the reasonable use by others of common facilities at the Airport, (i1) hinders
or might hinder police, fire fighting, or other emergency personnel in the discharge of their duties,
(i11) would or would be likely to constitute a hazardous condition at the Airport, (iv) would or
would be likely to increase the premiums for insurance policies maintained by City unless such
operations are not otherwise prohibited hereunder and Lessee pays the increase in insurance
premiums occasioned by such operations, (v) is contrary to any applicable Grant Assurance; (vi)
is in contradiction to any rule, regulation, directive, or similar restriction issued by agencies having
jurisdiction over the Airport including FAA, Homeland Security, Transportation Security
Administration and Customs and Border Patrol, or (vii) would involve any illegal purposes. In the
event this covenant is breached, City reserves the right, after prior written notice to Lessee, to enter
upon the Leased Premises and the Improvements and cause the abatement of such interference at
the expense of Lessee. In the event of a breach in Airport security caused by Lessee, resulting in
fine or penalty to City of which Lessee has received prior written notice, such fine or penalty will
be charged to Lessee.

Section 9.8  Emergency Closures. During time of war or national emergency, City shall
have the right to enter into an agreement with the United States Government for military or naval
use of part or all of the landing area, the publicly owned air navigation facilities and/or other areas

Signed by: Signed by:
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or facilities of the Airport. If any such agreement is executed, the provisions of this Agreement,
insofar as they are inconsistent with provisions of the agreement with the Government, will be
suspended.

Section 9.9  Interpretation.

A. References in the text of this Agreement to articles, sections, or exhibits pertain to
articles, sections, or exhibits of this Agreement, unless otherwise specified.

B. The terms “hereby,” “herein,” “hereof,” “hereto,” “hereunder,” and any similar
terms used in this Agreement refer to this Agreement. The term “including” shall not be construed
in a limiting nature, but shall be construed to mean “including, without limitation.”

C. Words importing persons shall include firms, associations, partnerships, trusts,
corporations, and other legal entities, including public bodies, as well as natural persons.

D. Any headings preceding the text of the articles and sections of this Agreement, and
any table of contents or marginal notes appended to copies hereof, shall be solely for convenience
of reference and shall not constitute a part of this Agreement, nor shall they affect the meaning,
construction or effect of this Agreement.

E. Words importing the singular shall include the plural and vice versa. Words of the
masculine gender shall be deemed to include correlative words of the feminine and neuter genders.

Section 9.10 Force Majeure. No act or event, whether foreseen or unforeseen, shall
operate to excuse Lessee from the prompt payment of rent or any other amounts required to be
paid under this Agreement. If City (or Lessee in connection with obligations other than payment
obligations) is delayed or hindered in any performance under this Agreement by a force majeure
event, such performance shall be excused to the extent so delayed or hindered during the time
when such force majeure event is in effect, and such performance shall promptly occur or resume
thereafter at the expense of the Party so delayed or hindered. A “force majeure event” is an act or
event, whether foreseen or unforeseen, that prevents a Party in whole or in part from performing
as provided in this Agreement, that is beyond the reasonable control of and not the fault of such
Party, and that such Party has been unable to avoid or overcome by exercising due diligence, and
may include, but is not limited to, acts of nature, war, riots, strikes, accidents, fire, and changes in
law. Lessee hereby releases City and City’s officers, elected and appointed officials, employees,
and agents from any and all liability, whether in contract or tort (including strict liability and
negligence) for any loss, damage, or injury of any nature whatsoever sustained by Lessee, its
employees, agents, or invitees during the Lease Term, including, but not limited to, loss, damage,
or injury to the aircraft or other personal property of Lessee that may be located or stored in, on or
under the Leased Premises or the Improvements due to a force majeure event.

Section 9.11 Governing Law and Venue. This Agreement has been made in and will be
construed in accordance with the laws of the State of Texas. In any action initiated by one Party
against the other, exclusive venue and jurisdiction will be in the appropriate state courts in and for
Denton County, Texas.

Signed by: Signed by:
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Section 9.12 Amendments and Waivers. No amendment to this Agreement shall be
binding on City or Lessee unless reduced to writing and signed by both Parties. No provision of
this Agreement may be waived, except pursuant to a writing executed by the Party against whom
the waiver is sought to be enforced.

Section 9.13  Severability. Ifany provision of this Agreement is determined to be invalid,
illegal, or unenforceable, the remaining provisions of this Agreement shall remain in full force and
effect if both the economic and legal substance of the transactions that this Agreement
contemplates are not affected in any manner materially adverse to any Party. If any provision of
this Agreement is held invalid, illegal, or unenforceable, the Parties shall negotiate in good faith
to modify this Agreement to fulfill as closely as possible the original intents and purposes of this
Agreement.

Section 9.14 Merger. This Agreement constitutes the final, complete, and exclusive
agreement between the Parties on the matters contained in this Agreement. All prior and
contemporaneous negotiations and agreements between the Parties on the matters contained in this
Agreement are expressly merged into and superseded by this Agreement. In entering into this
Agreement, neither Party has relied on any statement, representation, warranty, nor agreement of
the other Party except for those expressly contained in this Agreement.

Section 9.15 Relationship of Parties. This Agreement does not create any partnership,
joint venture, employment, or agency relationship between the Parties. Nothing in this Agreement
shall confer upon any other person or entity any right, benefit, or remedy of any nature.

Section 9.16 Further Assurances. Each Party shall execute any document or take any
action that may be necessary or desirable to consummate and make effective a performance that is
required under this Agreement.

Section 9.17 Required Federal Clauses. Lessee and Lessee’s Associates shall comply
with all Laws and Regulations, including all of the required federal clauses in this Section 9.17.

A. During the performance of this contract, Lessee, for itself, its assignees, and
successors in interest (hereinafter collectively referred to as the “Lessee”) agrees as follows:

1. Compliance with Regulations: Lessee will comply with the Title VI List of
Pertinent Nondiscrimination Acts And Authorities, as they may be amended from
time to time, which are herein incorporated by reference and made a part of this
Agreement.

2. Non-discrimination: Lessee, with regard to the work performed by it during the
term of this Agreement, will not discriminate on the grounds of race, color, or
national origin in the selection and retention of contractors, including
procurements of materials and leases of equipment. Lessee will not participate
directly or indirectly in the discrimination prohibited by the Nondiscrimination
Acts and Authorities, including employment practices when the contract covers
any activity, project, or program set forth in Appendix B of 49 CFR Part 21.

Signed by: Signed by:
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3. Solicitations for Agreements, Including Procurements of Materials and
Equipment: In all solicitations, either by competitive bidding, or negotiation
made by Lessee for work to be performed under a subcontract, including
procurements of materials, or leases of equipment, each potential contractor or
supplier will be notified by Lessee of Lessee’s obligations under this Agreement
and the Nondiscrimination Acts And Authorities on the grounds of race, color, or
national origin.

4. Information and Reports: Lessee will provide all information and reports
required by the Acts, the Regulations, and directives issued pursuant thereto and
will permit access to its books, records, accounts, other sources of information,
and its facilities as may be determined by the sponsor or the Federal Aviation
Administration to be pertinent to ascertain compliance with such
Nondiscrimination Acts And Authorities and instructions. Where any information
required of Lessee is in the exclusive possession of another who fails or refuses to
furnish the information, Lessee will so certify to LESSOR or the Federal Aviation
Administration, as appropriate, and will set forth what efforts it has made to obtain
the information.

5. Sanctions for Noncompliance: In the event of Lessee’s noncompliance with the
Non-discrimination provisions of this contract, LESSOR will impose such
sanctions as it or the Federal Aviation Administration may determine to be
appropriate, including, but not limited to cancelling, terminating, or suspending
the Agreement, in whole or in part.

6. Incorporation of Provisions: Lessee will include the provisions of paragraphs
one through six of this Exhibit B, Section (A) in every contract, including
procurements of materials and leases of equipment, unless exempt by the Acts, the
Regulations and directives issued pursuant thereto. Lessee will take action with
respect to any contract or procurement as LESSOR or the Federal Aviation
Administration may direct as a means of enforcing such provisions including
sanctions for noncompliance. Provided, that if Lessee becomes involved in, or is
threatened with litigation by a contractor, or supplier because of such direction,
Lessee may request LESSOR to enter into any litigation to protect the interests of
LESSOR. In addition, Lessee may request the United States to enter into the
litigation to protect the interests of the United States.

B. Real Property Acquired or Improved Under the Airport Improvement Program.
Lessee for itself, its heirs, personal representatives, successors in interest, and assigns, as a part of
the consideration hereof, does hereby covenant and agree as a covenant running with the land that
in the event facilities are constructed, maintained, or otherwise operated on the property described
in this Agreement for a purpose for which a Federal Aviation Administration activity, facility, or
program is extended or for another purpose involving the provision of similar services or benefits,
Lessee will maintain and operate such facilities and services in compliance with all requirements
imposed by the Nondiscrimination Acts and Regulations listed in the Pertinent List of
Nondiscrimination Authorities (as may be amended) such that no person on the grounds of race,
color, or national origin, will be excluded from participation in, denied the benefits of, or be
otherwise subjected to discrimination in the use of said facilities.

Signed by: Signed by:
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C. Construction/Use/Access to Real Property Acquired Under the Activity, Facility or
Program. Lessee for itself, its heirs, personal representatives, successors in interest, and assigns,
as a part of the consideration hereof, does hereby covenant and agree as a covenant running with
the land that (1) no person on the ground of race, color, or national origin, will be excluded from
participation in, denied the benefits of, or be otherwise subjected to discrimination in the use of
said facilities, (2) that in the construction of any improvements on, over, or under such land, and
the furnishing of services thereon, no person on the ground of race, color, or national origin, will
be excluded from participation in, denied the benefits of, or otherwise be subjected to
discrimination, and (3) that Lessee will furnish its services in compliance with all other
requirements imposed by or pursuant to the List of Nondiscrimination Acts And Authorities.

D. Title VI List of Pertinent Nondiscrimination Acts and Authorities. During the
performance of this Agreement, Lessee, for itself, its assignees, and successors in interest
(hereinafter referred to as the “contractor”) agrees to comply with the following non-
discrimination statutes and authorities; including but not limited to:

1. Title VI of the Civil Rights Act of 1964 (42 U.S.C. § 2000d et seq., 78 stat.
252), (prohibits discrimination on the basis of race, color, national origin);

ii. 49 CFR Part 21 (Non-discrimination In Federally-Assisted Programs of The
Department of Transportation—Effectuation of Title VI of The Civil Rights Act
of 1964);

iii.  The Uniform Relocation Assistance and Real Property Acquisition Policies Act
0f 1970, (42 U.S.C. § 4601), (prohibits unfair treatment of persons displaced or
whose property has been acquired because of Federal or Federal-aid programs
and projects);

iv.  Section 504 of the Rehabilitation Act of 1973, (29 U.S.C. § 794 et seq.), as
amended, (prohibits discrimination on the basis of disability); and 49 CFR Part
27;

v.  The Age Discrimination Act of 1975, as amended, (42 U.S.C. § 6101 et seq.),
(prohibits discrimination on the basis of age);

vi.  Airport and Airway Improvement Act of 1982, (49 USC § 471, Section 47123),
as amended, (prohibits discrimination based on race, creed, color, national
origin, or sex);

vii.  The Civil Rights Restoration Act of 1987, (PL 100-209), (Broadened the scope,
coverage and applicability of Title VI of the Civil Rights Act of 1964, The Age
Discrimination Act of 1975 and Section 504 of the Rehabilitation Act of 1973,
by expanding the definition of the terms “programs or activities” to include all
of the programs or activities of the Federal-aid recipients, sub-recipients and
contractors, whether such programs or activities are Federally funded or not);

viii.  Titles II and III of the Americans with Disabilities Act of 1990, which prohibit
discrimination on the basis of disability in the operation of public entities,
public and private transportation systems, places of public accommodation, and

Signed by: Signed by:
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certain testing entities (42 U.S.C. §§ 12131 — 12189) as implemented by
Department of Transportation regulations at 49 CFR Parts 37 and 38;

ix.  The Federal Aviation Administration’s Non-discrimination statute (49 U.S.C.
§ 47123) (prohibits discrimination on the basis of race, color, national origin,
and sex);

X.  Executive Order 12898, Federal Actions to Address Environmental Justice in
Minority Populations and Low-Income Populations, which ensures non-
discrimination against minority populations by discouraging programs,
policies, and activities with disproportionately high and adverse human health
or environmental effects on minority and low-income populations;

xi.  Executive Order 13166, Improving Access to Services for Persons with Limited
English Proficiency, and resulting agency guidance, national origin
discrimination includes discrimination because of limited English proficiency
(LEP). To ensure compliance with Title VI, you must take reasonable steps to
ensure that LEP persons have meaningful access to your programs (70 Fed.
Reg. at 74087 to 74100); and

xii.  Title IX of the Education Amendments of 1972, as amended, which prohibits
you from discriminating because of sex in education programs or activities (20
U.S.C. 1681 et seq).

E. General Civil Rights Provision. Lessee agrees to comply with pertinent statutes,
Executive Orders and such rules as are promulgated to ensure that no person shall, on the grounds
of race, creed, color, national origin, sex (including gender identity), age, or disability be excluded
from participating in any activity conducted with or benefiting from Federal assistance. If Lessee
transfers its obligation to another, the transferee is obligated in the same manner as Lessee. This
provision obligates Lessee for the period during which the property is owned, used or possessed
by Lessee and the airport remains obligated to the Federal Aviation Administration. This provision
is in addition to that required by Title VI of the Civil Rights Act of 1964.

F. Right of Re-entry. In the event of breach of any of the above Nondiscrimination
covenants, LESSOR will have the right to terminate the Agreement and to enter, re-enter, and
repossess said lands and facilities thereon, and hold the same as if the Agreement had never been
made or issued.

G. Subcontracts. Lessee agrees that it shall insert the above six provisions (Section
(A) through Section (F)) in any agreement by which Lessee grants a right or privilege to any
person, firm, or corporation to render accommodations and/or services to the public under this
Agreement.

H. Lessee agrees to furnish service on a fair, equal, and not unjustly discriminatory
basis to all users thereof, and to charge fair, reasonable, and not unjustly discriminatory prices for
each unit or service; provided that Lessee may be allowed to make reasonable and
nondiscriminatory discounts, rebates, or other similar types of price reductions to volume
purchasers. (Grant Assurance 22)

Signed by: Signed by:
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L It is hereby specifically understood and agreed that nothing herein contained shall
be construed to grant or authorize the granting of an exclusive right to provide aeronautical services
to the public as prohibited by the Grant Assurances, and City reserves the right to grant to others
the privilege and right of conducting any one or all activities of an aeronautical nature. (Grant
Assurance 23)

J. City reserves the right to further develop or improve the landing area of the Airport
as it sees fit, regardless of the desires or view of Lessee, and without interference or hindrance.
(FAA Order 5190.6B)

K. City reserves the right, but shall not be obligated to Lessee, to maintain and keep in
repair the landing area of the Airport and all publicly-owned facilities of the Airport, together with
the right to direct and control all activities of Lessee in this regard. (FAA Order 5190.6B)

L. This Agreement shall be subordinate to the provisions of and requirements of any
existing or future agreement between City and the United States, relative to the development,
operation, or maintenance of the Airport. (FAA Order 5190.6B)

M. Lessee agrees to comply with the notification and review requirements covered in
Part 77 of the Federal Aviation Regulations in the event any future structure or building is planned
for the Leased Premises, or in the event of any planned modification or alteration of any present
or future building or structure situated on the Leased Premises. (FAA Order 5190.6B)

N. It is clearly understood by Lessee that no right or privilege has been granted which
would operate to prevent any person, firm, or corporation operating aircraft on the Airport from
performing any services on its own aircraft with its own regular employees (including but not
limited to, maintenance and repair) that it may choose to perform. (Grant Assurance 22(f))

[SIGNATURE PAGES FOLLOW]
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IN WITNESS WHEREOF, the Parties have set their hands and seals this day of
,20 .

CITY OF DENTON, TEXAS, LESSOR

By:

Sara Hensley, City Manager

ATTEST:
Lauren Thoden, City Secretary

By:

APPROVED AS TO LEGAL FORM:
Mack Reinwand, City Attorney

DocuSigned by:

By:(m‘w‘*ﬂ“ i

4BU/USSTBA4AA43S. ..

HC Aviation Property Holdings Inc., Lessee

Byzﬁm Martin

DUATIYU8o4rCAL 3. N
Garrett Martm, Director

Signature Page to Airport Lease Agreement between
City of Denton and HC Aviation Property Holdings Inc.
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HC Aviation Property Holdings Inc

dated as of
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AIRPORT LEASE AGREEMENT

THIS AIRPORT LEASE AGREEMENT (this “Agreement”) effective as of this

day of , 2024, by and between the CITY OF

DENTON, TEXAS, a Texas home-rule municipal corporation (“City”), and HC Aviation Property

Holdings Inc., a Texas Corporation (the “Lessee” and, together with City, the “Parties” and each a
“Party”).

RECITALS

WHEREAS, City is the owner and operator of the Denton Enterprise Airport in the City of
Denton, Texas (the “Airport”);

WHEREAS, City has the right, title, and interest in and to the real property on the Airport,
together with the facilities, easements, rights, licenses, and privileges hereinafter granted, and has
full power and authority to enter into this Agreement in respect thereof;

WHEREAS, City owns that certain real property located within the Airport legally
described on Exhibit A, as Site Ten Parcel Two, attached hereto and made part hereof which
consists of 8,797 square feet or 0.202 acres (such real property, together with all rights, privileges,
easements, and appurtenances benefiting such real property and all Preexisting Improvements, as
hereafter defined, are collectively referred to herein as the “Leased Premises”);

WHEREAS, the City desires to continue to have and further develop the Leased Premises
for exclusively aeronautical purposes beneficial to the City and the general public;

WHEREAS, Lessee is qualified, ready, willing, and able to undertake such commercial
development and/or use; and

WHEREAS, the Parties hereto wish to memorialize their agreement herein and they agree
as follows:

AGREEMENT

NOW, THEREFORE, in consideration of the foregoing Recitals, which by this reference
are hereby incorporated into this Agreement, and the mutual covenants contained in this
Agreement, the Parties hereto hereby agree as follows:

ARTICLE I
LEASE OF LEASED PREMISES; TERM

Section 1.1 Lease of Leased Premises.

A. City hereby leases to Lessee, and Lessee hereby rents from City for its exclusive
use the Leased Premises, all herein described rights incident thereto, for and during the Lease Term
and upon and subject to the terms, provisions, and conditions herein set forth. All improvements
existing in, on, or under the Leased Premises as of the Commencement Date, as hereafter defined,
shall be referred to herein as “Preexisting Improvements”. All improvements constructed by or on

Signed by: Signed by:

Kyau ﬂM&ITY ! Carrct Mptia,

D73C36F499... 90854FC4E3...
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behalf of the City from and after the Commencement Date, as hereafter defined, shall be referred
to herein as “City Improvements”. The “Leased Premises” shall be deemed to include the
Preexisting Improvements and the City Improvements, as hereafter defined.

Section 1.2 Lease Term. The term of this Agreement (the “Lease Term”), shall be for

a period of forty (40) years commencing on , 2024 (the “Commencement
Date”), and unless sooner terminated pursuant to the provisions of this Agreement, shall
terminate on , 2064,

Section 1.3 Extension of Lease Term. No further extensions shall be granted by the
City. However; the foregoing shall not preclude the Parties from entering into a new lease to be
effective after the expiration of the Lease Term.

Section 1.4  Holding Over; Rights at Expiration.

A. If Lessee retains all or any portion of the Leased Premises after the expiration or
termination of the Lease Term by lapse of time or otherwise, such holding over shall constitute the
creation of a tenancy at will with respect to such retained portion, terminable by City at any time
upon thirty (30) days prior written notice to Lessee. Under such tenancy at will, Lessee agrees to
pay to City as liquidated damages, and not as a penalty, 150 percent of the last monthly rental rate
under this agreement for each month of holdover. All provisions of this Agreement shall remain
in full force and effect during such holdover period.

B. Lessee further agrees that upon the expiration or termination of the Lease Term, the
Leased Premises will be delivered to City in as good a condition as when this Agreement began,
reasonable wear and tear and matters covered by insurance excepted and the Improvements, as
hereafter defined, will be delivered to City in as good a condition as when such Improvements
were constructed, located, installed, placed or erected in, upon or under the Leased Premises,
reasonable wear and tear and matters covered by insurance excepted.

C. Except as otherwise expressly set forth elsewhere herein, Lessee shall have no
rights with respect to any improvements made to the Leased Premises during the Lease Term that
are not otherwise required to be removed by the City.

Section 1.5  Inspection of [eased Premises; Access to Books and Records. City, through
its duly authorized agents, shall have at any reasonable time the full and unrestricted right to enter
the Leased Premises and the Improvements, as hereafter defined, for the purpose of periodic
inspection for fire protection, maintenance and to investigate compliance with the terms of this
Agreement; provided, however, that except in the case of emergency, such right shall be exercised
upon reasonable prior notice to Lessee and with an opportunity for Lessee to have an employee or
agent present, and will not interfere with Lessee’s construction or operations. Lessee agrees to
provide any documents that may be requested by City to determine compliance with this
Agreement within thirty (30) days of such request.

Section 1.6 Ownership of Leased Premises. City and Lessee intend and hereby agree
that the Leased Premises shall be and remain the property of City during the entire term of this
Agreement and thereafter.

Signed by: 2 Signed by:
l é;m A dams Garrdt Magaz
9... DCA1390854FCA4ES...
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ARTICLE 11

RENTAL; SECURITY DEPOSIT
Section 2.1  Rent.

A. In consideration for the use of the Leased Premises herein granted, Lessee shall
pay to City the following rental amounts (the “Rent”). The monthly rent shall be in the sum of $
0.38 per net square foot, as determined and provided in Exhibit A, said sum being stipulated
herein as Three Thousand Three Hundred and Forty-Two Dollars and Eighty-Six Cents
($3,342.86) (sales tax included), payable in twelve equal monthly installments of Two Hundred
and Seventy-Eight Dollars and Fifty-Seven Cents ($278.57). All subsequent rental payment will
be due in advance on the first of each calendar month thereafter. City will mail a courtesy
statement on or about the first of each month. Failure to receive the statement in a timely
manner does not absolve Lessee from making rental payment on the first of each month.

B. The Rent shall begin at the earlier of the issuance of a building permit or the first
day of the third month following the Commencement date.

C. The Rent for the Leased Premises shall be readjusted at the end of each two (2) year
period during the Lease Term, starting on the Commencement Date month and every two (2) years
thereafter, on the basis of the proportion that the then-current United States Consumer Price Index
for all urban consumers (“CPI-U”) for the Dallas-Fort Worth Bureau of Labor Statistics (1982-84
= 100) bears to that of the Commencement Date month.

Section 2.2 Insufficient Funds Charge. There shall be an extra charge of THIRTY
DOLLARS ($30.00) on any check returned by the bank for insufficient funds or account not
existing.

Section 2.3  Time and Place of Payments. The Rent, as well as all other charges
hereunder, shall be payable in equal monthly installments in advance on or before the first business
day of each calendar month of the Lease Term at City’s offices of the Finance Department of the
City of Denton, 215 E. McKinney, Denton, Texas, unless otherwise designated in writing by the
City.

Section 2.4  Delinquent Rent. In the event Rent due pursuant to Section 2.1 or any other
amounts payable by Lessee hereunder shall not be paid by Lessee on the due date thereof, Lessee
shall pay to City as additional Rent, an interest charge of five percent (5%), or the maximum
percentage allowed by law, whichever is greater, of the amount due for each full calendar month
of delinquency, computed as simple interest. No interest shall be charged until payment is thirty
(30) days overdue, but any such interest assessed thereafter shall be computed from the due date.

ARTICLE III

OCCUPANCY, USE, AND CONDITIONS OF LEASED PREMISES

Section 3.1  Condition of [.eased Premises. Lessee accepts the Leased Premises in their
present “as is” condition. Lessee releases City and holds City and City’s officers, directors, elected

Signed by: Signed by:
3 .
Ry o . Carvdt Mary. .
D73C36F499... DCAT390854FCA4ES...
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and appointed officials, employees, and agents harmless for any claims arising out of or related to
any condition of the Leased Premises.

Section 3.2  Construction and Ownership of Improvements.

A. The Parties agree that this Agreement is entered into specifically with the
understanding that Lessee will build, construct, complete, and furnish one building, generally
described as: Parcel one, consisting of one 65’ x 70’ building, at its own expense in accordance to
Plans and Specifications, as defined in Section 5.1. Any and all buildings, structures, fixtures,
appurtenances, site work, site utilities, or other improvements to be located or constructed on the
Leased Property by Lessee during the Lease Term in accordance with the Plans and
Specifications shall be known as “Improvements” and Lessee agrees to complete construction of
the Improvements as follows and to complete the construction of the Improvements in
accordance with all governmental requirements and the Plans and Specifications and to obtain a
Certificate of Occupancy.

(a) Complete construction of Parcel 1 and obtain a Certificate of Occupancy
within 365 days (one year) of issuance of a building or grading permit. Lessee may request an
extension of time with sufficient justification as to the necessity for such an extension. No such
requested extension shall extend this requirement more than a total of 90 days. The Lessee must
receive written

B. Notwithstanding anything contained in the Lease Agreement to the contrary, a
failure to complete the Improvements within the construction period and any City approved
extensions described in Section 3.2, may at the sole option and discretion of the Lessor, result in
the immediate termination and cancellation of this Lease Agreement upon 30 days written notice
of cancellation to Lessee. In such case Lessee’s rights under this Lease Agreement will
immediately cease and be forfeited, and all Improvements shall immediately become the
property of Lessor at no cost, expense or other compensation paid by lessor to Lessee; and
Lessee shall immediately vacate the Premises.

C. The capital investment in the Improvements on the Leased Premises shall be a
minimum of Six Hundred Seventy-Five Thousand ($675,000.00), upon the completion of all
parcels of Improvement construction. The Improvements, at the completion of all phases of
construction, shall include:

a. No less than 4,550 gross square feet of hangar size.

b. Off-street vehicular parking with the capacity to meet or exceed local
building regulations taking into consideration permitted use at peak demand.

D. The Lessee shall use the Leased property for the following aeronautical uses:
Aircraft Storage. Any changes in aeronautical use must be approved in writing by the Airport
Director or designee.

E. Lessee will own the Improvements during the Lease Term only. Effective upon
the expiration or termination of this Agreement, the Improvements shall become the property of

Signed by: Signed by:

i g7y * Carndt Moy,

76544D73C36F499...
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City, without the payment by City of any compensation or other consideration for any
Improvements, and title to the Improvements shall merge with the title of, or be otherwise
considered and deemed a part of, the real property of City, free and clear of any claim of Lessee
and any persons or entities claiming under or through Lessee including, without limitation, the
trustee, beneficiary or holder of any mortgage or deed of trust. Any other personal property of
Lessee that can be removed by Lessee without material damage to the Leased Premises or to the
Improvements may remain the personal property of Lessee and may be removed by Lessee at
any time on or before the end of the Lease Term. Lessee shall, by removing any such personal
property, repair all damage to the Leased Premises and Improvements caused by such removal.
The City shall have the option to have the tenant remove any or all Improvements at the end of
the term if the Improvements have not been maintained in accordance with the Lease or, based
on the most recent Condition Assessment, have reached the end of their useful life.

F. The tenant shall be responsible for conducting a condition assessment report on
their facilities during the term of the lease (the “Condition Assessment”). This shall be conducted
in 5-year increments beginning at the 10th anniversary of the lease agreement. The
engineering/inspection shall be hired by the tenant at the tenant’s expense but must be approved
in writing by the City. The Condition Assessment shall examine the building’s structural
components, electrical, plumbing, heating and cooling systems, roof, etc. Additionally, any
pavement (asphalt or concrete) within the leasehold area shall also be examined and reported on.
The Condition Assessment shall be provided to the lessor within thirty (30) days of the
Condition Assessment due date. The Lessee shall within ninety (90) days provide to the Lessor a
plan to correct any deficiencies identified in the Condition Assessment within one (1) year,
unless extended in writing by the Airport Director, or designee.

Section 3.3 Access. City agrees that if Lessee is not in breach of this Agreement, Lessee
and Lessee’s employees, officers, directors, sublessees (that are approved by City pursuant to this
Agreement), contractors, subcontractors, suppliers, agents, invitees, and other representatives
(“Lessee’s Associates™) are authorized to ingress and egress across the common areas of the
Airport (in the areas designated by City, for the purposes for which they were designed, and as
permitted by applicable Laws and Regulations as defined in Section 3.4) on a non-exclusive basis
and to the extent reasonably necessary for Lessee’s use, occupancy, and operations at the Leased
Premises. Lessee agrees to comply with any driver training program or guidelines established by
the Lessor. Lessee further agrees to ensure that Lessee’s Associates shall comply with such
program guidelines. During special events at the Airport, Lessee acknowledges that the standard
operation procedure at the Airport may be altered such that egress and ingress to the Leased
Premises may be altered by the City. The City will notify Lessee in writing of any special events
or closures that will impede Lessee’s use of the Leased Premises. Lessee’s failure to comply with
the altered procedure is a default of this Agreement, and City may proceed to terminate this
Agreement.

Section 3.4  Use of Leased Premises and Compliance with all Laws and Regulations.
Lessee agrees that it shall use the Leased Premises and the Improvements only for aeronautical
purposes and Lessee and Lessee’s Associates shall comply at all times, at Lessee’s sole cost, with
any and all laws and regulations (as amended or otherwise modified from time to time) that are
applicable to Lessee’s business and Lessee’s construction of the Improvements, including those
pertaining to the construction of buildings on public property, and Lessee’s use, occupancy, or

Signed by: 5 Signed by: ‘
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operations at the Leased Premises, the Improvements or the Airport (the “Laws and Regulations™),
which include, but are not limited to, all laws, statutes, ordinances, regulations, rules, orders, writs,
judgments, decrees, injunctions, directives, rulings, guidelines, standards, codes, policies, common
law, and other pronouncements of any kind having the effect of law that may be applicable at any
time during the term of this Agreement including, but not limited to, the Airport Rules and
Regulations, Minimum Operating Standards, master plans and zoning codes, and all Laws and
Regulations pertaining to the environment (the “Environmental Laws”); any and all plans and
programs developed in compliance with such requirements (including, but not limited to, any
Airport Security Plan); and all lawful, reasonable, and nondiscriminatory Airport policies and
other requirements. Lessee shall provide all required notices under the Laws and Regulations.
Upon a written request by City, Lessee will verify, within a reasonable time frame, compliance
with any Laws and Regulations. Further, in its use of the Leased Premises and the Improvements,
Lessee shall comply with the following:

A. Address. Lessee shall file with the Airport Director and keep current its mailing
addresses, telephone numbers, and contacts where it can be reached in an emergency.

B. List of Sublessee and Aircraft. At least quarterly, Lessee shall file with the Airport
Director and keep current a list of its sublessees and a list of all aircraft hangared or tied down on
the Leased Premises within the previous four (4) month period.

Section 3.5  No Unauthorized Use. Lessee and Lessee’s Associates shall use the Leased
Premises, the Improvements, and the Airport only for purposes that are expressly authorized by
this Agreement and shall not engage in any unauthorized use of the same. Unauthorized uses
include, but are not limited to, restricting access on any road or other area that Lessee does not
lease; placing waste materials on the Airport or disposing of such materials in violation of any
Laws and Regulations; any use that would constitute a public or private nuisance or a disturbance
or annoyance to other Airport users; driving a motor vehicle in a prohibited Airport location; the
use of automobile parking areas in a manner not authorized by City; any use that would interfere
with any operation at the Airport or decrease the Airport’s effectiveness (as determined by City in
its sole discretion); and any use that would be prohibited by or would impair coverage under either
Party’s insurance policies or would cause an increase in the existing rate of insurance upon the
Leased Premise.

Section 3.6  Permits and Licenses. Lessee shall obtain and maintain in current status all
permits and licenses that are required under any Laws and Regulations in connection with Lessee’s
construction of Improvements and the use, occupancy, or operations at the Leased Premises, the
Improvements, or the Airport. Those permits and licenses include but are not limited to, (i) all
contractors doing work on the Leased Premises, including work on or for the Improvements, must
be licensed by the State of Texas, (ii) prior to commencing construction of any Improvements, a
permit must be obtained from the City of Denton and a copy of the permit must be furnished to
the Airport Manager, and (iii) if applicable, clearance must be obtained from the responsible health
department or other agency. In the event that Lessee receives notice from any governmental entity
that Lessee lacks, or is in violation of, any such permit or license, Lessee shall provide City with
timely written notice of the same.

Signed by: Signed by:
6 .
| élm Moy Canht Myt
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Section 3.7  Payment of Taxes. Lessee shall pay (before their respective due dates) all
taxes, fees, assessments, and levies that relate to Lessee’s use, occupancy, or operations at the
Leased Premises, the Improvements, or the Airport and all other obligations for which a lien may
be created relating thereto (including, but not limited to, utility charges and work for any
Improvements). Lessee shall be responsible for any and all taxes generated by the Denton County
Tax Assessor / Collector.

Section 3.8  No Liens. No liens may be placed upon the Leased Premises. Within thirty
(30) days, Lessee shall pay all lawful claims made against City and discharge all liens filed or
which exist against the Leased Premises or any other portion of the Airport (other than Lessee’s
trade fixtures or trade equipment) to the extent such claims arise out of or in connection with,
whether directly or indirectly, the failure to make payment for work done or materials provided by
Lessee its contractors, subcontractors, or materialmen. However, Lessee shall have the right to
contest the amount or validity of any such claim or lien without being in default under this
Agreement upon furnishing security in a form acceptable to the City, in an amount equal to one
hundred percent (100%) of such claim or lien, which insures that such claim or lien will be properly
and fully discharged forthwith in the event that such contest is finally determined against Lessee
or City. The City shall give timely notice to Lessee of all such claims and liens of which it becomes
aware. When contracting for any work in connection with the Leased Premises or the
Improvements, Lessee shall include in such contract a provision prohibiting the contractor or any
subcontractor or supplier from filing a lien or asserting a claim against City’s real property or any
interest therein. The lessee is solely responsible for ensuring that all requirements are met such
that such lien waivers are effective and enforceable (such as filing such contracts, if necessary).
Furthermore, when completed, the Improvements on the Leased Premises shall be free from all
construction liens.

Section 3.9  Compliance with 2252.909 of Texas Government Code.

A. In connection with Lessee’s construction, alteration, or repair of the Improvements
or any other construction on the Leased Property, Lessee shall require their contractor to:

(a) execute a payment bond that conforms to Subchapter I, Chapter 53,
Property Code; and

(b) execute a performance bond in an amount equal to the amount of
the contract for the protection of the City and conditioned on the faithful performance of
the contractor’s work in accordance with the plans, specifications, and contract documents.

B. Lessee shall provide the Lessor with a notice of commencement of construction no
later than ninety (90) days prior to the commencement of construction, alteration, or repair of any
improvement to the Leased Property (‘“Notice of Commencement”), which will materially conform
with the requirements under Texas Local Government Code 2252.909.

C. Notice of Commencement must:
(a) identify the public property where the work will be performed;

(b) described the work to be performed;

Signed by: Signed by:
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(©) state the total cost of the work to be performed;
(d) include copies of the performance and payment bonds required; and

(e) include a written acknowledgment signed by the contractor stating
that copies of the required performance payment bonds will be provided to all
subcontractors not later than the fifth day after the date a subcontract is executed.

ARTICLE 1V

REPRESENTATIONS AND WARRANTIES

Section 4.1  Representations by City. City represents and warrants that it has the right,
power, and legal capacity to enter into and perform its obligations under this Agreement, has duly
executed and delivered this Agreement, and that this Agreement constitutes a legal, valid, and
binding obligation of City.

Section 4.2  Representations by Lessee. Lessee represents and warrants that it has the
right, power, and legal capacity to enter into and perform its obligations under this Agreement, has
duly executed and delivered this Agreement, and that this Agreement constitutes a legal, valid, and
binding obligation of Lessee.

ARTICLE V

OBLIGATIONS OF LESSEE

Section 5.1  Plans and Specifications. With respect to any Improvements, Lessee shall
select qualified architects and engineers to prepare, prior to construction or on a phased basis
during construction, the architectural, site, structural, mechanical, and/or electrical drawings and
specifications for the Improvements in the form and content required by the appropriate local
planning and zoning authorities and pursuant to all applicable Laws and Regulations and this
Agreement, which shall be approved in writing by City (collectively, the “Plans and

Specifications”).

Section 5.2 Appraisal at Conclusion of Construction. Lessee shall, at its own expense,
conduct an appraisal of the property within ninety (90) days of the conclusion of the construction
of Improvements described in Section 3.2 The appraisal shall confirm the investment of capital
by the Lessee due to the construction of the Improvements at the level required by Section 3.2.
The appraiser selected by the Lessee shall be approved in writing by the Airport Director, or
designee.

Section 5.3  Operations and Maintenance. Lessee shall maintain the Leased Premises
and all Improvements in a condition that is clean, free of debris, safe, sanitary, and in good repair
and shall not accumulate or permit the accumulation of any trash, refuse, debris, or of anything
that is unsightly, which creates a fire hazard, nuisance, or causes inconvenience to adjoining
properties. Lessee shall at its own expense create, execute, and maintain a comprehensive
landscaping and irrigation plan for the Leased Premises in accordance with relevant local
landscaping codes. Lessee shall perform all work in accordance with Laws and Regulations and

Signed by: Signed by:
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in a good and workmanlike manner. Lessee shall promptly remedy any condition that fails to meet
this standard. Without limiting the foregoing obligations, Lessee shall not store on the Leased
Premises any inoperable equipment, discarded or unsightly materials, or materials likely to create
a hazard; shall not use areas outside of enclosed buildings for storage; and shall store trash in
covered metal receptacles or any other receptacles approved in writing by the Airport Director, or
designee. Any substance or material that is regulated by any Environmental Law (“Hazardous
Materials™) shall be governed by Section 5.8. In addition, Lessee agrees to comply with all
applicable provisions of City’s Texas Pollutant Discharge Elimination Multi-Sector General
Permit.

Section 5.4  Utilities. Lessor represents that there are water, sewer, and 3-phase
electrical lines accessible within the general vicinity of the Leased Premises. Lessee shall be
responsible, at Lessee’s sole cost and expense, for obtaining all utility connections at or for the
Leased Premises and the Improvements. Further, Lessee shall pay for telecommunications,
television, internet, gas, light bulbs, electricity, water, sewer, and garbage and trash removal
services provided to or used by Lessee and shall make such deposits as are required to secure
service. Lessee shall be responsible for any water or sewer impact fees incurred by their use of
the Leased Premises. Any repairs of the utility lines, other than those which are the responsibility
of the utility service, are the responsibility of Lessee. If utilities are billed to a common meter, the
Lessee shall pay to City the pro-rated amount based on the square footage leased.

Section 5.5  Signs. Lessee shall not place, or cause to be placed, any sign or signs on
the Leased Premises or the Improvements unless otherwise agreed to in writing by City. Lessee,
at its sole expense, shall be responsible for the creation, installation, and maintenance of all such
Signage. Lessee shall pay to the lessor any and all damages, injuries, or repairs resulting from the
installation, maintenance or repair of any such signage. Any Signage placed on the Lease premises
shall be maintained at all times in a safe, neat, sightly, and good physical condition. All signage
shall be removed from the lease Premises by Lessee immediately upon receipt of instructions for
removal of same from Lessor, including without limitation, upon expiration or termination of this
Lease Agreement. If Lessee fails to remove the Signage, then Lessor may do so at the sole cost
and expense of Lessee. Notwithstanding anything contained herein to the contrary, all signage
shall comply with all applicable City of Denton ordinances, including the City of Denton sign
ordinance.

Section 5.6  Security. Lessee is responsible to comply (at Lessee’s sole cost) with all
security measures that City, the United States Transportation Security Administration, the United
States Department of Homeland Security (“Homeland Security”), the United States Federal
Aviation Administration (“FAA”), or any other governmental entity having jurisdiction may
require in connection with the Airport, including, but not limited to, any access credential
requirements, any decision to remove Lessee’s access credentials, and any civil penalty obligations
and other costs arising from a breach of security requirements caused or permitted by Lessee or
Lessee’s Associates. Lessee agrees that Airport access credentials are the property of City and
may be suspended or revoked by City for security-related reasons in its sole discretion at any time.
Lessee shall pay all fees associated with such credentials, and Lessee shall immediately report to
the Airport Manager any lost credentials or credentials that Lessee removes from any employee or
any of Lessee’s Associates. Lessee shall protect and preserve security at the Airport. Lessee
acknowledges that FAA, Homeland Security, or a subdivision of either may enact laws or

Signed by: 9 Signed by:
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regulations regarding security at general aviation airports such that City may not be able to comply
fully with its obligations under this Agreement, and Lessee agrees that City will not be liable for
any damages to Lessee or Lessee’s personal property that may result from said noncompliance.

Section 5.7  Obstruction Lights. Lessee shall, at its expense, provide and maintain
obstruction lights on any structure on the Leased Premises, including the Improvements, if required
by City or FAA regulations. Any obstruction lights so required shall comply with the
specifications and standards established for such installations by City or FAA.

Section 5.8  Hazardous Materials.

A. No Violation of Environmental Laws. Lessee shall not cause or permit any
Hazardous Materials to be used, produced, stored, transported, brought upon, or released on, under,
or about the Leased Premises or the Airport by Lessee or Lessee’s Associates in violation of
applicable Environmental Laws. Lessee is responsible for any such violation as provided by
Section 7.

B. Response to Violations. Lessee agrees that in the event of a release or threat of
release of any Hazardous Material by Lessee or Lessee’s Associates at the Airport, Lessee shall
provide City with prompt notice of the same. Lessee shall respond to any such release or threat of
release in accordance with applicable Laws and Regulations. If City has reasonable cause to
believe that any such release or threat of release has occurred, City may request, in writing, that
Lessee conduct reasonable testing and analysis (using qualified independent experts acceptable to
City) to show that Lessee is complying with applicable Environmental Laws. City may conduct
the same at Lessee’s expense if Lessee fails to respond in a reasonable manner. Lessee shall cease
any or all of Lessee’s activities as City determines necessary, in its sole and absolute discretion, in
connection with any investigation, cure, or remediation. If Lessee or Lessee’s Associates violate
any Environmental Laws at the Airport (whether due to the release of a Hazardous Material or
otherwise), Lessee, at Lessee’s sole expense, shall have the following obligations, which shall
survive any expiration or termination of this Agreement: (i) promptly remediate such violation in
compliance with applicable Environmental Laws; (ii) submit to City a written remediation plan,
and City reserves the right to approve such plan (which approval shall not be unreasonably
withheld) and to review and inspect all work; (iii) work with City and other governmental
authorities having jurisdiction in connection with any violation; and (iv) promptly provide City
copies of all documents pertaining to any environmental concern that are not subject to Lessee’s
attorney-client privilege.

C. Obligations upon Termination and Authorized Transfers. Upon any expiration or
termination of this Agreement or any change in possession of the Leased Premises authorized by
City, Lessee shall demonstrate to City’s reasonable satisfaction that Lessee has removed any
Hazardous Materials and is in compliance with applicable Environmental Laws. Such
demonstration may include, but is not limited to, independent analysis and testing to the extent
that facts and circumstances warrant analysis and testing, such as evidence of past violations or
specific uses of the Leased Premises. Ifthe site is contaminated during Lessee’s possession, Lessee
shall bear all costs and responsibility for the required clean up, and shall hold City, its officers,
elected and appointed officials, employees, and agents harmless therefrom. Notwithstanding

Signed by: Signed by:
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anything to the contrary, the obligations of this Section 5.8 shall survive any termination of this
Agreement.

Section 5.9  Trash, Garbage, and Other Refuse. Lessee shall pick up and provide for a
complete and proper arrangement for adequate sanitary handling and disposal, away from the
Airport through the City or any other licensed refuse hauler. Lessee is responsible for contacting
the Master Refuse Hauler and arranging for disposal and payment of such services. Lessee shall
provide and use suitable covered metal receptacles, or any other receptacles approved by the
Airport Director, or designee, for all such garbage, trash, and other refuse on the Leased Premises.
Lessee shall not pile boxes, cartons, barrels, pallets, debris, or similar items in an unattractive or
unsafe manner, on or about the Leased Premises.

ARTICLE VI

INDEMNIFICATION AND INSURANCE

Section 6.1  Insurance. Lessee agrees to purchase general liability covering the Lessee
and Lessee’s Associates, and its operations on the Airport as described in Section 3 in an amount
not less than $1,000,000 per occurrence and provide coverage for premises/operations and
contractual liability AND where exposure exists in the opinion of the Lessor, coverage for:
products/completed operations; explosions, collapse, and underground property damage; and
environmental impairment.

A. All risk property insurance on a one-hundred percent (100%) replacement cost
basis covering loss or damage to all facilities and improvements located on the Lease premises,
either as a part of this Lease Agreement or erected by the Lessee subsequent to this Lease
Agreement. Covered perils shall include, but not be limited to, Fire, Extended Coverage, and
Vandalism & Malicious Mischief. Under no circumstances shall the Lessor be liable for any
damages to fixtures, merchandise, or personal property of the Lessee or its sub-lessees. The City
of Denton will be shown as a loss payee, as their interest may appear.

B. Additional Insurance requirements may be necessary as identified in the Airport
Minimum Operating Standards for specific aeronautical uses.

C. Coverage Requirements

a. All liability policies shall be endorsed to include the city of Denton, and
its officers and employees as an Additional Insured. All all-risk property policies shall be
endorsed to name the City of Denton as a loss payee. All required insurance policies shall
provide for a minimum of 30 days written notice to the City of any cancellation or material
change to the policy.

b. All insurance required by the Lease Agreement must be issued by a
company or companies of sound and adequate financial responsibility and authorized to do
business in the State of Texas. All policies are subject to the examination and approval of the
City’s office of Risk Management for their adequacy as to content, form of protection and
providing company.

Signed by: Signed by:
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C. Required insurance naming the City as an additional insured much be
primary insurance and not contributing with any other insurance available to the City whether
from a third-party liability policy or other. Said limits of insurance shall in no way limit the
liability the Lessee hereunder.

d. The Lessor shall be provided with a copy of all such policies and renewal
certificates. Failure to Lessee to comply with the minimum specified amounts or types of
insurance as required by Lessor shall constitute Lessee’s default of this Lease Agreement.

e. During the Lease Term, or any extension thereof, Lessor herein reserves
the right to, with one hundred twenty (120) days’ notice, adjust or increase the liability insurance
amounts required of the Lessee, and to require any additional rider, endorsement, provisions, or
certificates of insurance, and Lessee hereby agrees to provide any such insurance requirements as
may be required by Lessor.

Section 6.2  Lessee’s Indemnification and Duty to Pay Damages.

A. LESSEE SHALL HOLD CITY AND CITY’S OFFICERS, ELECTED AND APPOINTED
OFFICIALS, EMPLOYEES, AND AGENTS EXEMPT AND HARMLESS, TO THE EXTENT ALLOWED BY
LAW, FROM AND AGAINST ANY AND ALL CLAIMS, DEMANDS, SUITS, JUDGMENTS, COSTS, AND
EXPENSES ASSERTED BY ANY PERSON OR PERSONS (INCLUDING AGENTS OR EMPLOYEES OF CITY,
LESSEE, OR SUBLESSEE) BY REASON OF DEATH OR INJURY TO PERSONS OR LOSS OF OR DAMAGE
TO PROPERTY RESULTING FROM LESSEE’S OPERATIONS, OR ANYTHING DONE OR OMITTED BY
LESSEE UNDER THIS AGREEMENT EXCEPT TO THE EXTENT THAT SUCH CLAIMS, DEMANDS, SUITS,
JUDGMENTS, COSTS, AND EXPENSES MAY BE ATTRIBUTED TO THE INTENTIONAL ACTS OR
OMISSIONS OF CITY, ITS AGENTS, OR EMPLOYEES.

B. CITY SHALL NOT BE LIABLE TO LESSEE FOR ANY DAMAGE BY OR FROM ANY ACT
OR NEGLIGENCE OF ANY CO-TENANT OR OTHER OCCUPANT OF THE SAME BUILDING, OR BY ANY
OWNER OR OCCUPANT OF ADJOINING OR CONTIGUOUS PROPERTY.

C. LESSEE AGREES TO PAY FOR ALL DAMAGES TO THE LEASED PREMISES, THE
IMPROVEMENTS, ITS APPARATUS, OR APPURTENANCES CAUSED BY LESSEE’S MISUSE OR
NEGLECT THEREOF.

D. LESSEE SHALL BE RESPONSIBLE AND LIABLE FOR THE CONDUCT OF LESSEE’S
ASSOCIATES IN, ON AND AROUND THE LEASED PREMISES.

ARTICLE VII

DEFAULT AND REMEDIES

Section 7.1 = Lessee’s Default. The occurrence of any of the following events shall
constitute a default by Lessee under this Agreement unless cured within thirty (30) days following
written notice of such violation from City: (i) Lessee fails to timely pay any Rent; (ii) Lessee or
Lessee’s Associates violate any requirement under this Agreement (including, but not limited to,
abandonment of the Leased Premises); (iii) Lessee assigns or encumbers any right in this
Agreement, delegates any performance hereunder, or subleases any part of the Leased Premises

Signed by: Signed by:
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(except as expressly permitted in this Agreement); (iv) Lessee files a petition in bankruptcy or has
a petition filed against Lessee in bankruptcy, insolvency, or for reorganization or appointment of
a receiver or trustee which is not dismissed within sixty (60) days; (v) Lessee petitions for or enters
into an arrangement for the benefit of creditors, or suffers this Agreement to become subject to a
writ of execution and such writ is not released within thirty (30) days; (vi) Lessee defaults in
constructing any Improvements that are required to be constructed under this Agreement; or (vii)
Lessee dissolves or dies.

Section 7.2 Default by City. City shall not be in default under this Agreement unless
City fails to perform an obligation required of City under this Agreement within thirty (30) days
after written notice by Lessee to City. If the nature of City’s obligation is such that more than
thirty (30) days are reasonably required for performance or cure, City shall not be in default if City
commences performance within such thirty (30) day period and thereafter diligently prosecutes
the same to completion.

Section 7.3  Remedies for Failure to Pay Rent. If any Rent required by this Agreement
shall not be paid when due, City shall have the option to:

A. Terminate this Agreement, take possession of the Improvements, resume
possession of the Leased Premises for its own account, and recover immediately from Lessee the
differences between the Rent and the fair rental value of the property for the term, reduced to
present worth, or

B. Terminate this Agreement, take possession of the Improvements, resume
possession of the Leased Premises, re-lease the Leased Premises for the remainder of the term for
the account of Lessee, and recover from Lessee, at the end of the term or at the time each payment
of Rent comes due under this Agreement as City may choose, the difference between the Rent and
the rent received on the re-leasing or renting.

In either event, City shall also recover all expenses incurred by reason of breach, including
reasonable attorney’s fees.

Section 7.4  Remedies for Breach of Agreement. If Lessee shall fail to perform or breach
any provision of this Agreement other than the agreement of Lessee to pay Rent, City shall provide
written notice to Lessee specifying the performance required. Thirty (30) days after such notice is
provided under this Section 7.4, City may terminate this Agreement or take any such action it is
legally entitled to take, including instituting litigation to compel performance of this Agreement.
Should litigation be filed by City and it is the prevailing party in that litigation, Lessee shall be
liable for all expenses related to such litigation, including City’s attorney’s fees.

Section 7.5  Survival. The provisions of this Article VII and the remedies and rights
provided in this Article VII shall survive any expiration or termination of this Agreement.

ARTICLE VIII
ASSIGNMENT AND SUBLEASING

Section 8.1 Assignment by Lessee.

Signed by: Signed by:
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A. Lessee shall not assign any of its rights under this Agreement, including, but not
limited to, rights in any Improvements, (whether such assignment is voluntarily or involuntarily,
by merger, consolidation, dissolution, change in control, or any other manner), and shall not
delegate any performance under this Agreement, except with the prior written consent of City to
any of the same, in City’s sole discretion. As a condition of obtaining such consent, the City
reserves the right to require the transferee receiving any such rights from Lessee to execute a new
lease agreement provided by City. Regardless of City’s consent, Lessee shall not be released from
any obligations for matters arising during the time when this Agreement was in effect. Any
purported assignment or delegation of rights or delegation of performance in violation of this
section is void.

B. Upon the expiration or termination of this Agreement, Lessee hereby assigns,
transfers, and conveys to City, without warranty, the following:

(a) The right to the use of the Plans and Specifications to the extent owned by
Lessee;

(b) Any copyright interests in the Plans and Specifications held by Lessee; and

(c) The right to enforce, in Lessee’s own name as a proper party, (i) any
subcontracts related to the Improvements or other maintenance or services contracts in force with
respect to the Leased Premises or Improvements and any warranties arising under any of them or
in connection with the performance thereof, as the case may be.

Section 8.2  Assignment by City. City shall have the right, in City’s sole discretion, to
assign any of its rights under this Agreement (and in connection therewith, shall be deemed to have
delegated its duties), and upon any such assignment, Lessee agrees that Lessee shall perform its
obligations under this Agreement in favor of such assignee.

Section 8.3  Encumbrances. Lessee shall not encumber or permit the encumbrance of
any real property at the Airport. Except for a Leasehold Mortgage as defined in Section 8.5, Lessee
shall not encumber or permit the encumbrance of any of Lessee’s rights under this Agreement
without City’s prior written consent, in City’s sole discretion. Lessee shall not record this
Agreement or any document or interest relating thereto. Any purported encumbrance of rights in
violation of this Section 8.3 is void.

Section 8.4  Leasehold Mortgage. Absent the prior written consent of City, Lessee shall
not have the right to mortgage or collaterally assign its interest in this Agreement, the Leased
Premises or the Improvements to a bank or other similar institutional lender.

Section 8.5  Leasehold Mortgage - Non-exhaustive List of Preconditions.
Notwithstanding the above Section 8.4, Lessee may mortgage or collaterally assign its interest in
this Agreement to a commercial bank (a “Lender”) solely in order to secure financing for the
construction of the Improvements, provided that any such leasehold mortgage or collateral
assignment shall be subject, subordinate, and inferior at all times to the rights of City hereunder
and subject to the prior written consent of the City (a “Leasehold Mortgage”). In connection with
a Leasehold Mortgage or City’s written consent to any other encumbrance, at a minimum, City
shall require the following:

Signed by: Signed by:
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ii.

iil.

1v.

vi.

Vii.

viil.

1X.

Lender shall certify in writing to City that it has reviewed this Agreement and accepts
the provisions of this Agreement, including but not limited to the provisions of this
Section 8.5, and that no loan requirements conflict with or materially erode any
provisions of this Agreement.

Lender agrees that City must approve any encumbrance proposed to be placed upon the
Improvements or this Agreement and that in no event shall any encumbrance be placed
upon the Leased Premises.

Lender agrees that City may, in its sole discretion, require the inclusion of certain
provisions in lending documents that are defined to protect City and/or comply with
federal law, rules, or regulations.

Lender agrees that its security interest in the Improvements, the Leasehold Mortgage,
the related loan agreement, and this Agreement is subordinate to the provisions of any
existing or future agreements between City and the United States of America, relative
to the operation and maintenance of the Airport, the terms and execution of which have
been or may be required as a condition precedent to the expenditure or reimbursement
to City of federal funds for the development of the Airport (“Grant Assurances”) and
that Lender further agrees that in the event that the Leasehold Mortgage, the related
loan agreement, or anything in this Agreement, either on its own terms or by any other
reason, conflicts with or violates any such Grant Assurances, City has the right to
amend, alter, or otherwise modify the terms of this Agreement in order to resolve such
conflict or violation.

Lender agrees to maintain current contact information with City and provide City with
concurrent copies of any notices or communications regarding a default under the loan
agreement or Leasehold Mortgage.

Lender agrees that in the event of a default under the loan agreement or Leasehold
Mortgage, Lender shall promptly inform the City of such default.

Lender and Lessee agree that any event of a default under the loan agreement or
Leasehold Mortgage shall be a default of this Agreement.

Lender agrees that upon any default under the loan agreement or Leasehold Mortgage,
City shall have a lien with first priority on all Lessee-owned property at the Leased
Premises.

Lender agrees that, in the event that Lender takes actual or de facto control of the
Improvements and/or Lessee’s interests in this Agreement, it shall immediately notify
the City of that event (“Lender Control”), Lender will have no more than 180 days to
obtain a replacement tenant that is acceptable to the City, in City’s sole discretion. In
the event that more than 180 days elapses after the beginning of Lender Control, the
Lender’s security, mortgage, and all other interests in the Improvements, this
Agreement or anything else related to the Leased Premises terminates.

Signed by:
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X. Lender agrees that any use by Lender, assignee, or any other party, will be limited to
those uses that have been authorized by City (namely, the hangaring of aircraft) and
that in no event shall the Improvements be used for a non-aeronautical purpose.

1. The Leasehold Mortgage and any other encumbrances shall terminate prior to the
expiration or termination of this Agreement and Lender agrees to promptly remove
such encumbrance upon the earlier of (1) such termination of the Leasehold Mortgage
or other encumbrance, or (2) the date when the obligation that the Leasehold Mortgage
or other encumbrance secures has been satisfied.

xii.  Lender agrees to hold City, its officers, elected and appointed officials, employees,
and agents harmless for all claims arising after the date that Lessee was in default
under its loan agreement(s) with the Lender.

xiii.  Lessee agrees to release and hold City, its officers, elected and appointed officials,
employees, and agents harmless for all claims related to City’s consent, non-
consent, or any other act or omission related to encumbering the Improvements
and/or this Agreement.

xiv.  City shall have no obligation to provide any notices to Lender and City shall have no
liability of any kind to Lender or other lienholder.

Section 8.6  Subleasing.  Any sublease of Improvements shall be for aviation-related
purposes only. Any sublease agreement for the purposes of conducting commercial acronautical
activities as identified in the Airport Minimum Operating Standards will require an approved
Airport Business Permit prior to commencing operation. All sublease agreements shall be
provided to the Lessor at the time of execution.

ARTICLE IX

MISCELLANEOUS PROVISIONS

Section 9.1  Waiver of Exemption. Any constitutional or statutory exemption of Lessee
of any property usually kept on the Leased Premises, from distress or forced sale, is waived.

Section 9.2  Addresses. All notices given under this Agreement to City shall be sent to
the Airport Manager at 5000 Airport Road, Denton, Texas 76207, with a copy to the City Attorney
at 215 E. McKinney, Denton, Texas 76201, or such other place as City shall specify in writing.
All notices given under this Agreement to Lessee shall be sent to:

HC Aviation Property Holdings Inc.
2320 Seaborn Road #200

Ponder Texas 76259
(469)-684-4465
Garrett@hcdbuild.com

Signed by: Signed by:
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All notices given under this Agreement to the Mortgagee shall be sent to the address provided by
Mortgagee to City. Any notice properly mailed by registered mail, postage and fee prepaid, shall
be deemed delivered when mailed, whether received or not.

Section 9.3  No Waiver. The waiver by City of any breach of any term, covenant, or
condition herein contained shall not be deemed to be a waiver of such term, covenant, or condition
or any subsequent breach of the same or any other term, covenant, or condition herein contained.
The subsequent acceptance of rent hereunder by City shall not be deemed to be a waiver of any
preceding breach by Lessee of any term, covenant, or condition of this Agreement, other than the
failure of Lessee to pay the particular rental so accepted, regardless of City’s knowledge of such
preceding breach at the time of acceptance of such rent.

Section 9.4  Lessee’s Subordination. Lessee hereby subordinates and makes this
Agreement inferior to all existing and future mortgages, trust indentures or other security interest
of City or City’s successor in interest. Lessee shall execute and deliver any documents required
to evidence and perfect such subordination.

Section 9.5  Additional Charges as Rent. Any charges against Lessee by City for
services or for work done on the Leased Premises or the Improvements by order of Lessee or
otherwise accruing under this Agreement shall be considered as Rent due.

Section 9.6  Subordination to Grant Assurances. This Agreement shall be subordinate
to the Grant Assurances. In the event that this Agreement, either on its own terms or by any other
reason, conflicts with or violates any such Grant Assurances, City has the right to amend, alter or
otherwise modify the terms of this Agreement in order to resolve such conflict or violation.

Section 9.7  Non-Interference With Operation of the Airport. Lessee expressly agrees
for itself, its successors, and assigns that Lessee will not conduct operations in or on the Leased
Premises or the Improvements in a manner that in the reasonable judgment of City, (i) interferes
or might interfere with the reasonable use by others of common facilities at the Airport, (i1) hinders
or might hinder police, fire fighting, or other emergency personnel in the discharge of their duties,
(i11) would or would be likely to constitute a hazardous condition at the Airport, (iv) would or
would be likely to increase the premiums for insurance policies maintained by City unless such
operations are not otherwise prohibited hereunder and Lessee pays the increase in insurance
premiums occasioned by such operations, (v) is contrary to any applicable Grant Assurance; (vi)
is in contradiction to any rule, regulation, directive, or similar restriction issued by agencies having
jurisdiction over the Airport including FAA, Homeland Security, Transportation Security
Administration and Customs and Border Patrol, or (vii) would involve any illegal purposes. In the
event this covenant is breached, City reserves the right, after prior written notice to Lessee, to enter
upon the Leased Premises and the Improvements and cause the abatement of such interference at
the expense of Lessee. In the event of a breach in Airport security caused by Lessee, resulting in
fine or penalty to City of which Lessee has received prior written notice, such fine or penalty will
be charged to Lessee.

Section 9.8  Emergency Closures. During time of war or national emergency, City shall
have the right to enter into an agreement with the United States Government for military or naval
use of part or all of the landing area, the publicly owned air navigation facilities and/or other areas

Signed by: Signed by:
17 .
Kyam Uham Carctt Magdiag,
D73C36F499... 4E3...

73



Docusign Envelope ID: A2F3088E-5ABB-4875-A0D1-BF86E5CABBED

or facilities of the Airport. If any such agreement is executed, the provisions of this Agreement,
insofar as they are inconsistent with provisions of the agreement with the Government, will be
suspended.

Section 9.9  Interpretation.

A. References in the text of this Agreement to articles, sections, or exhibits pertain to
articles, sections, or exhibits of this Agreement, unless otherwise specified.

B. The terms “hereby,” “herein,” “hereof,” “hereto,” “hereunder,” and any similar
terms used in this Agreement refer to this Agreement. The term “including” shall not be construed
in a limiting nature, but shall be construed to mean “including, without limitation.”

C. Words importing persons shall include firms, associations, partnerships, trusts,
corporations, and other legal entities, including public bodies, as well as natural persons.

D. Any headings preceding the text of the articles and sections of this Agreement, and
any table of contents or marginal notes appended to copies hereof, shall be solely for convenience
of reference and shall not constitute a part of this Agreement, nor shall they affect the meaning,
construction or effect of this Agreement.

E. Words importing the singular shall include the plural and vice versa. Words of the
masculine gender shall be deemed to include correlative words of the feminine and neuter genders.

Section 9.10 Force Majeure. No act or event, whether foreseen or unforeseen, shall
operate to excuse Lessee from the prompt payment of rent or any other amounts required to be
paid under this Agreement. If City (or Lessee in connection with obligations other than payment
obligations) is delayed or hindered in any performance under this Agreement by a force majeure
event, such performance shall be excused to the extent so delayed or hindered during the time
when such force majeure event is in effect, and such performance shall promptly occur or resume
thereafter at the expense of the Party so delayed or hindered. A “force majeure event” is an act or
event, whether foreseen or unforeseen, that prevents a Party in whole or in part from performing
as provided in this Agreement, that is beyond the reasonable control of and not the fault of such
Party, and that such Party has been unable to avoid or overcome by exercising due diligence, and
may include, but is not limited to, acts of nature, war, riots, strikes, accidents, fire, and changes in
law. Lessee hereby releases City and City’s officers, elected and appointed officials, employees,
and agents from any and all liability, whether in contract or tort (including strict liability and
negligence) for any loss, damage, or injury of any nature whatsoever sustained by Lessee, its
employees, agents, or invitees during the Lease Term, including, but not limited to, loss, damage,
or injury to the aircraft or other personal property of Lessee that may be located or stored in, on or
under the Leased Premises or the Improvements due to a force majeure event.

Section 9.11 Governing Law and Venue. This Agreement has been made in and will be
construed in accordance with the laws of the State of Texas. In any action initiated by one Party
against the other, exclusive venue and jurisdiction will be in the appropriate state courts in and for
Denton County, Texas.

Signed by: Signed by:
18 .
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Section 9.12 Amendments and Waivers. No amendment to this Agreement shall be
binding on City or Lessee unless reduced to writing and signed by both Parties. No provision of
this Agreement may be waived, except pursuant to a writing executed by the Party against whom
the waiver is sought to be enforced.

Section 9.13  Severability. Ifany provision of this Agreement is determined to be invalid,
illegal, or unenforceable, the remaining provisions of this Agreement shall remain in full force and
effect if both the economic and legal substance of the transactions that this Agreement
contemplates are not affected in any manner materially adverse to any Party. If any provision of
this Agreement is held invalid, illegal, or unenforceable, the Parties shall negotiate in good faith
to modify this Agreement to fulfill as closely as possible the original intents and purposes of this
Agreement.

Section 9.14 Merger. This Agreement constitutes the final, complete, and exclusive
agreement between the Parties on the matters contained in this Agreement. All prior and
contemporaneous negotiations and agreements between the Parties on the matters contained in this
Agreement are expressly merged into and superseded by this Agreement. In entering into this
Agreement, neither Party has relied on any statement, representation, warranty, nor agreement of
the other Party except for those expressly contained in this Agreement.

Section 9.15 Relationship of Parties. This Agreement does not create any partnership,
joint venture, employment, or agency relationship between the Parties. Nothing in this Agreement
shall confer upon any other person or entity any right, benefit, or remedy of any nature.

Section 9.16 Further Assurances. Each Party shall execute any document or take any
action that may be necessary or desirable to consummate and make effective a performance that is
required under this Agreement.

Section 9.17 Required Federal Clauses. Lessee and Lessee’s Associates shall comply
with all Laws and Regulations, including all of the required federal clauses in this Section 9.17.

A. During the performance of this contract, Lessee, for itself, its assignees, and
successors in interest (hereinafter collectively referred to as the “Lessee”) agrees as follows:

1. Compliance with Regulations: Lessee will comply with the Title VI List of
Pertinent Nondiscrimination Acts And Authorities, as they may be amended from
time to time, which are herein incorporated by reference and made a part of this
Agreement.

2. Non-discrimination: Lessee, with regard to the work performed by it during the
term of this Agreement, will not discriminate on the grounds of race, color, or
national origin in the selection and retention of contractors, including
procurements of materials and leases of equipment. Lessee will not participate
directly or indirectly in the discrimination prohibited by the Nondiscrimination
Acts and Authorities, including employment practices when the contract covers
any activity, project, or program set forth in Appendix B of 49 CFR Part 21.

Signed by: Signed by:
19 .
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3. Solicitations for Agreements, Including Procurements of Materials and
Equipment: In all solicitations, either by competitive bidding, or negotiation
made by Lessee for work to be performed under a subcontract, including
procurements of materials, or leases of equipment, each potential contractor or
supplier will be notified by Lessee of Lessee’s obligations under this Agreement
and the Nondiscrimination Acts And Authorities on the grounds of race, color, or
national origin.

4. Information and Reports: Lessee will provide all information and reports
required by the Acts, the Regulations, and directives issued pursuant thereto and
will permit access to its books, records, accounts, other sources of information,
and its facilities as may be determined by the sponsor or the Federal Aviation
Administration to be pertinent to ascertain compliance with such
Nondiscrimination Acts And Authorities and instructions. Where any information
required of Lessee is in the exclusive possession of another who fails or refuses to
furnish the information, Lessee will so certify to LESSOR or the Federal Aviation
Administration, as appropriate, and will set forth what efforts it has made to obtain
the information.

5. Sanctions for Noncompliance: In the event of Lessee’s noncompliance with the
Non-discrimination provisions of this contract, LESSOR will impose such
sanctions as it or the Federal Aviation Administration may determine to be
appropriate, including, but not limited to cancelling, terminating, or suspending
the Agreement, in whole or in part.

6. Incorporation of Provisions: Lessee will include the provisions of paragraphs
one through six of this Exhibit B, Section (A) in every contract, including
procurements of materials and leases of equipment, unless exempt by the Acts, the
Regulations and directives issued pursuant thereto. Lessee will take action with
respect to any contract or procurement as LESSOR or the Federal Aviation
Administration may direct as a means of enforcing such provisions including
sanctions for noncompliance. Provided, that if Lessee becomes involved in, or is
threatened with litigation by a contractor, or supplier because of such direction,
Lessee may request LESSOR to enter into any litigation to protect the interests of
LESSOR. In addition, Lessee may request the United States to enter into the
litigation to protect the interests of the United States.

B. Real Property Acquired or Improved Under the Airport Improvement Program.
Lessee for itself, its heirs, personal representatives, successors in interest, and assigns, as a part of
the consideration hereof, does hereby covenant and agree as a covenant running with the land that
in the event facilities are constructed, maintained, or otherwise operated on the property described
in this Agreement for a purpose for which a Federal Aviation Administration activity, facility, or
program is extended or for another purpose involving the provision of similar services or benefits,
Lessee will maintain and operate such facilities and services in compliance with all requirements
imposed by the Nondiscrimination Acts and Regulations listed in the Pertinent List of
Nondiscrimination Authorities (as may be amended) such that no person on the grounds of race,
color, or national origin, will be excluded from participation in, denied the benefits of, or be
otherwise subjected to discrimination in the use of said facilities.

Signed by: Signed by:
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C. Construction/Use/Access to Real Property Acquired Under the Activity, Facility or
Program. Lessee for itself, its heirs, personal representatives, successors in interest, and assigns,
as a part of the consideration hereof, does hereby covenant and agree as a covenant running with
the land that (1) no person on the ground of race, color, or national origin, will be excluded from
participation in, denied the benefits of, or be otherwise subjected to discrimination in the use of
said facilities, (2) that in the construction of any improvements on, over, or under such land, and
the furnishing of services thereon, no person on the ground of race, color, or national origin, will
be excluded from participation in, denied the benefits of, or otherwise be subjected to
discrimination, and (3) that Lessee will furnish its services in compliance with all other
requirements imposed by or pursuant to the List of Nondiscrimination Acts And Authorities.

D. Title VI List of Pertinent Nondiscrimination Acts and Authorities. During the
performance of this Agreement, Lessee, for itself, its assignees, and successors in interest
(hereinafter referred to as the “contractor”) agrees to comply with the following non-
discrimination statutes and authorities; including but not limited to:

1. Title VI of the Civil Rights Act of 1964 (42 U.S.C. § 2000d et seq., 78 stat.
252), (prohibits discrimination on the basis of race, color, national origin);

ii. 49 CFR Part 21 (Non-discrimination In Federally-Assisted Programs of The
Department of Transportation—Effectuation of Title VI of The Civil Rights Act
of 1964);

iii.  The Uniform Relocation Assistance and Real Property Acquisition Policies Act
0f 1970, (42 U.S.C. § 4601), (prohibits unfair treatment of persons displaced or
whose property has been acquired because of Federal or Federal-aid programs
and projects);

iv.  Section 504 of the Rehabilitation Act of 1973, (29 U.S.C. § 794 et seq.), as
amended, (prohibits discrimination on the basis of disability); and 49 CFR Part
27;

v.  The Age Discrimination Act of 1975, as amended, (42 U.S.C. § 6101 et seq.),
(prohibits discrimination on the basis of age);

vi.  Airport and Airway Improvement Act of 1982, (49 USC § 471, Section 47123),
as amended, (prohibits discrimination based on race, creed, color, national
origin, or sex);

vii.  The Civil Rights Restoration Act of 1987, (PL 100-209), (Broadened the scope,
coverage and applicability of Title VI of the Civil Rights Act of 1964, The Age
Discrimination Act of 1975 and Section 504 of the Rehabilitation Act of 1973,
by expanding the definition of the terms “programs or activities” to include all
of the programs or activities of the Federal-aid recipients, sub-recipients and
contractors, whether such programs or activities are Federally funded or not);

viii.  Titles II and III of the Americans with Disabilities Act of 1990, which prohibit
discrimination on the basis of disability in the operation of public entities,
public and private transportation systems, places of public accommodation, and

Signed by: 21 Signed by:
l é;m Aoy Garrdt Magtingp
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certain testing entities (42 U.S.C. §§ 12131 — 12189) as implemented by
Department of Transportation regulations at 49 CFR Parts 37 and 38;

ix.  The Federal Aviation Administration’s Non-discrimination statute (49 U.S.C.
§ 47123) (prohibits discrimination on the basis of race, color, national origin,
and sex);

X.  Executive Order 12898, Federal Actions to Address Environmental Justice in
Minority Populations and Low-Income Populations, which ensures non-
discrimination against minority populations by discouraging programs,
policies, and activities with disproportionately high and adverse human health
or environmental effects on minority and low-income populations;

xi.  Executive Order 13166, Improving Access to Services for Persons with Limited
English Proficiency, and resulting agency guidance, national origin
discrimination includes discrimination because of limited English proficiency
(LEP). To ensure compliance with Title VI, you must take reasonable steps to
ensure that LEP persons have meaningful access to your programs (70 Fed.
Reg. at 74087 to 74100); and

xii.  Title IX of the Education Amendments of 1972, as amended, which prohibits
you from discriminating because of sex in education programs or activities (20
U.S.C. 1681 et seq).

E. General Civil Rights Provision. Lessee agrees to comply with pertinent statutes,
Executive Orders and such rules as are promulgated to ensure that no person shall, on the grounds
of race, creed, color, national origin, sex (including gender identity), age, or disability be excluded
from participating in any activity conducted with or benefiting from Federal assistance. If Lessee
transfers its obligation to another, the transferee is obligated in the same manner as Lessee. This
provision obligates Lessee for the period during which the property is owned, used or possessed
by Lessee and the airport remains obligated to the Federal Aviation Administration. This provision
is in addition to that required by Title VI of the Civil Rights Act of 1964.

F. Right of Re-entry. In the event of breach of any of the above Nondiscrimination
covenants, LESSOR will have the right to terminate the Agreement and to enter, re-enter, and
repossess said lands and facilities thereon, and hold the same as if the Agreement had never been
made or issued.

G. Subcontracts. Lessee agrees that it shall insert the above six provisions (Section
(A) through Section (F)) in any agreement by which Lessee grants a right or privilege to any
person, firm, or corporation to render accommodations and/or services to the public under this
Agreement.

H. Lessee agrees to furnish service on a fair, equal, and not unjustly discriminatory
basis to all users thereof, and to charge fair, reasonable, and not unjustly discriminatory prices for
each unit or service; provided that Lessee may be allowed to make reasonable and
nondiscriminatory discounts, rebates, or other similar types of price reductions to volume
purchasers. (Grant Assurance 22)

Signed by: Signed by:
22 .
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L It is hereby specifically understood and agreed that nothing herein contained shall
be construed to grant or authorize the granting of an exclusive right to provide aeronautical services
to the public as prohibited by the Grant Assurances, and City reserves the right to grant to others
the privilege and right of conducting any one or all activities of an aeronautical nature. (Grant
Assurance 23)

J. City reserves the right to further develop or improve the landing area of the Airport
as it sees fit, regardless of the desires or view of Lessee, and without interference or hindrance.
(FAA Order 5190.6B)

K. City reserves the right, but shall not be obligated to Lessee, to maintain and keep in
repair the landing area of the Airport and all publicly-owned facilities of the Airport, together with
the right to direct and control all activities of Lessee in this regard. (FAA Order 5190.6B)

L. This Agreement shall be subordinate to the provisions of and requirements of any
existing or future agreement between City and the United States, relative to the development,
operation, or maintenance of the Airport. (FAA Order 5190.6B)

M. Lessee agrees to comply with the notification and review requirements covered in
Part 77 of the Federal Aviation Regulations in the event any future structure or building is planned
for the Leased Premises, or in the event of any planned modification or alteration of any present
or future building or structure situated on the Leased Premises. (FAA Order 5190.6B)

N. It is clearly understood by Lessee that no right or privilege has been granted which
would operate to prevent any person, firm, or corporation operating aircraft on the Airport from
performing any services on its own aircraft with its own regular employees (including but not
limited to, maintenance and repair) that it may choose to perform. (Grant Assurance 22(f))

[SIGNATURE PAGES FOLLOW]

Signed by: Signed by:
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IN WITNESS WHEREOF, the Parties have set their hands and seals this day of
,20 .

CITY OF DENTON, TEXAS, LESSOR

By:

Sara Hensley, City Manager

ATTEST:
Lauren Thoden, City Secretary

By:

APPROVED AS TO LEGAL FORM:
Mack Reinwand, City Attorney

DocuSigned by:

by Martlla funn

——4B070831B4AA438...

HC Aviation Property Holdings Inc., Lessee

Signed by:

By: éN/VLH' MM’HIJL

Garrett 5%%; Director

Signature Page to Airport Lease Agreement between
City of Denton and HC Aviation Property Holdings Inc.
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AIRPORT LEASE AGREEMENT

between

CITY OF DENTON

and

HC Aviation Property Holdings Inc

dated as of

, 2024

Airport Lease Agreement (11/20)
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AIRPORT LEASE AGREEMENT

THIS AIRPORT LEASE AGREEMENT (this “Agreement”) effective as of this

day of , 2024, by and between the CITY OF

DENTON, TEXAS, a Texas home-rule municipal corporation (“City”), and HC Aviation Property

Holdings Inc., a Texas Corporation (the “Lessee” and, together with City, the “Parties” and each a
“Party”).

RECITALS

WHEREAS, City is the owner and operator of the Denton Enterprise Airport in the City of
Denton, Texas (the “Airport”);

WHEREAS, City has the right, title, and interest in and to the real property on the Airport,
together with the facilities, easements, rights, licenses, and privileges hereinafter granted, and has
full power and authority to enter into this Agreement in respect thereof;

WHEREAS, City owns that certain real property located within the Airport legally
described on Exhibit A, as Site Ten Parcel Three, attached hereto and made part hereof which
consists of 8,843 square feet or 0.203 acres (such real property, together with all rights, privileges,
easements, and appurtenances benefiting such real property and all Preexisting Improvements, as
hereafter defined, are collectively referred to herein as the “Leased Premises”);

WHEREAS, the City desires to continue to have and further develop the Leased Premises
for exclusively aeronautical purposes beneficial to the City and the general public;

WHEREAS, Lessee is qualified, ready, willing, and able to undertake such commercial
development and/or use; and

WHEREAS, the Parties hereto wish to memorialize their agreement herein and they agree
as follows:

AGREEMENT

NOW, THEREFORE, in consideration of the foregoing Recitals, which by this reference
are hereby incorporated into this Agreement, and the mutual covenants contained in this
Agreement, the Parties hereto hereby agree as follows:

ARTICLE I
LEASE OF LEASED PREMISES; TERM

Section 1.1 Lease of Leased Premises.

A. City hereby leases to Lessee, and Lessee hereby rents from City for its exclusive
use the Leased Premises, all herein described rights incident thereto, for and during the Lease Term
and upon and subject to the terms, provisions, and conditions herein set forth. All improvements
existing in, on, or under the Leased Premises as of the Commencement Date, as hereafter defined,
shall be referred to herein as “Preexisting Improvements”. All improvements constructed by or on

Signed by: Signed by:
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behalf of the City from and after the Commencement Date, as hereafter defined, shall be referred
to herein as “City Improvements”. The “Leased Premises” shall be deemed to include the
Preexisting Improvements and the City Improvements, as hereafter defined.

Section 1.2 Lease Term. The term of this Agreement (the “Lease Term”), shall be for

a period of forty (40) years commencing on , 2024 (the “Commencement
Date”), and unless sooner terminated pursuant to the provisions of this Agreement, shall
terminate on , 2064,

Section 1.3 Extension of Lease Term. No further extensions shall be granted by the
City. However; the foregoing shall not preclude the Parties from entering into a new lease to be
effective after the expiration of the Lease Term.

Section 1.4  Holding Over; Rights at Expiration.

A. If Lessee retains all or any portion of the Leased Premises after the expiration or
termination of the Lease Term by lapse of time or otherwise, such holding over shall constitute the
creation of a tenancy at will with respect to such retained portion, terminable by City at any time
upon thirty (30) days prior written notice to Lessee. Under such tenancy at will, Lessee agrees to
pay to City as liquidated damages, and not as a penalty, 150 percent of the last monthly rental rate
under this agreement for each month of holdover. All provisions of this Agreement shall remain
in full force and effect during such holdover period.

B. Lessee further agrees that upon the expiration or termination of the Lease Term, the
Leased Premises will be delivered to City in as good a condition as when this Agreement began,
reasonable wear and tear and matters covered by insurance excepted and the Improvements, as
hereafter defined, will be delivered to City in as good a condition as when such Improvements
were constructed, located, installed, placed or erected in, upon or under the Leased Premises,
reasonable wear and tear and matters covered by insurance excepted.

C. Except as otherwise expressly set forth elsewhere herein, Lessee shall have no
rights with respect to any improvements made to the Leased Premises during the Lease Term that
are not otherwise required to be removed by the City.

Section 1.5  Inspection of [eased Premises; Access to Books and Records. City, through
its duly authorized agents, shall have at any reasonable time the full and unrestricted right to enter
the Leased Premises and the Improvements, as hereafter defined, for the purpose of periodic
inspection for fire protection, maintenance and to investigate compliance with the terms of this
Agreement; provided, however, that except in the case of emergency, such right shall be exercised
upon reasonable prior notice to Lessee and with an opportunity for Lessee to have an employee or
agent present, and will not interfere with Lessee’s construction or operations. Lessee agrees to
provide any documents that may be requested by City to determine compliance with this
Agreement within thirty (30) days of such request.

Section 1.6 Ownership of Leased Premises. City and Lessee intend and hereby agree
that the Leased Premises shall be and remain the property of City during the entire term of this
Agreement and thereafter.

Signed by: 2 Signed by: ‘
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ARTICLE 11

RENTAL; SECURITY DEPOSIT
Section 2.1  Rent.

A. In consideration for the use of the Leased Premises herein granted, Lessee shall
pay to City the following rental amounts (the “Rent”). The monthly rent shall be in the sum of $
0.38 per net square foot, as determined and provided in Exhibit A, said sum being stipulated
herein as Three Thousand Three Hundred and Sixty Dollars and Thirty-Four Cents ($3,360.34)
(sales tax included), payable in twelve equal monthly installments of Two Hundred and Eighty
Dollars and Three Cents ($280.03). All subsequent rental payment will be due in advance on the
first of each calendar month thereafter. City will mail a courtesy statement on or about the first
of each month. Failure to receive the statement in a timely manner does not absolve Lessee from
making rental payment on the first of each month.

B. The Rent shall begin at the earlier of the issuance of a building permit or the first
day of the third month following the Commencement date.

C. The Rent for the Leased Premises shall be readjusted at the end of each two (2) year
period during the Lease Term, starting on the Commencement Date month and every two (2) years
thereafter, on the basis of the proportion that the then-current United States Consumer Price Index
for all urban consumers (“CPI-U”) for the Dallas-Fort Worth Bureau of Labor Statistics (1982-84
= 100) bears to that of the Commencement Date month.

Section 2.2 Insufficient Funds Charge. There shall be an extra charge of THIRTY
DOLLARS ($30.00) on any check returned by the bank for insufficient funds or account not
existing.

Section 2.3  Time and Place of Payments. The Rent, as well as all other charges
hereunder, shall be payable in equal monthly installments in advance on or before the first business
day of each calendar month of the Lease Term at City’s offices of the Finance Department of the
City of Denton, 215 E. McKinney, Denton, Texas, unless otherwise designated in writing by the
City.

Section 2.4  Delinquent Rent. In the event Rent due pursuant to Section 2.1 or any other
amounts payable by Lessee hereunder shall not be paid by Lessee on the due date thereof, Lessee
shall pay to City as additional Rent, an interest charge of five percent (5%), or the maximum
percentage allowed by law, whichever is greater, of the amount due for each full calendar month
of delinquency, computed as simple interest. No interest shall be charged until payment is thirty
(30) days overdue, but any such interest assessed thereafter shall be computed from the due date.

ARTICLE III

OCCUPANCY, USE, AND CONDITIONS OF LEASED PREMISES

Section 3.1  Condition of [.eased Premises. Lessee accepts the Leased Premises in their
present “as is” condition. Lessee releases City and holds City and City’s officers, directors, elected

Signed by: Signed by:
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and appointed officials, employees, and agents harmless for any claims arising out of or related to
any condition of the Leased Premises.

Section 3.2  Construction and Ownership of Improvements.

A. The Parties agree that this Agreement is entered into specifically with the
understanding that Lessee will build, construct, complete, and furnish one building, generally
described as: Parcel one, consisting of one 65’ x 70’ building, at its own expense in accordance to
Plans and Specifications, as defined in Section 5.1. Any and all buildings, structures, fixtures,
appurtenances, site work, site utilities, or other improvements to be located or constructed on the
Leased Property by Lessee during the Lease Term in accordance with the Plans and
Specifications shall be known as “Improvements” and Lessee agrees to complete construction of
the Improvements as follows and to complete the construction of the Improvements in
accordance with all governmental requirements and the Plans and Specifications and to obtain a
Certificate of Occupancy.

(a) Complete construction of Parcel 1 and obtain a Certificate of Occupancy
within 365 days (one year) of issuance of a building or grading permit. Lessee may request an
extension of time with sufficient justification as to the necessity for such an extension. No such
requested extension shall extend this requirement more than a total of 90 days. The Lessee must
receive written

B. Notwithstanding anything contained in the Lease Agreement to the contrary, a
failure to complete the Improvements within the construction period and any City approved
extensions described in Section 3.2, may at the sole option and discretion of the Lessor, result in
the immediate termination and cancellation of this Lease Agreement upon 30 days written notice
of cancellation to Lessee. In such case Lessee’s rights under this Lease Agreement will
immediately cease and be forfeited, and all Improvements shall immediately become the
property of Lessor at no cost, expense or other compensation paid by lessor to Lessee; and
Lessee shall immediately vacate the Premises.

C. The capital investment in the Improvements on the Leased Premises shall be a
minimum of Six Hundred Seventy-Five Thousand ($675,000.00), upon the completion of all
parcels of Improvement construction. The Improvements, at the completion of all phases of
construction, shall include:

a. No less than 4,550 gross square feet of hangar size.

b. Off-street vehicular parking with the capacity to meet or exceed local
building regulations taking into consideration permitted use at peak demand.

D. The Lessee shall use the Leased property for the following aeronautical uses:
Aircraft Storage. Any changes in aeronautical use must be approved in writing by the Airport
Director or designee.

E. Lessee will own the Improvements during the Lease Term only. Effective upon
the expiration or termination of this Agreement, the Improvements shall become the property of

Signed by: Signed by:
4 .
an. [ damg Carndt

87



Docusign Envelope ID: A2F3088E-5ABB-4875-A0D1-BF86E5CABBED

City, without the payment by City of any compensation or other consideration for any
Improvements, and title to the Improvements shall merge with the title of, or be otherwise
considered and deemed a part of, the real property of City, free and clear of any claim of Lessee
and any persons or entities claiming under or through Lessee including, without limitation, the
trustee, beneficiary or holder of any mortgage or deed of trust. Any other personal property of
Lessee that can be removed by Lessee without material damage to the Leased Premises or to the
Improvements may remain the personal property of Lessee and may be removed by Lessee at
any time on or before the end of the Lease Term. Lessee shall, by removing any such personal
property, repair all damage to the Leased Premises and Improvements caused by such removal.
The City shall have the option to have the tenant remove any or all Improvements at the end of
the term if the Improvements have not been maintained in accordance with the Lease or, based
on the most recent Condition Assessment, have reached the end of their useful life.

F. The tenant shall be responsible for conducting a condition assessment report on
their facilities during the term of the lease (the “Condition Assessment”). This shall be conducted
in 5-year increments beginning at the 10th anniversary of the lease agreement. The
engineering/inspection shall be hired by the tenant at the tenant’s expense but must be approved
in writing by the City. The Condition Assessment shall examine the building’s structural
components, electrical, plumbing, heating and cooling systems, roof, etc. Additionally, any
pavement (asphalt or concrete) within the leasehold area shall also be examined and reported on.
The Condition Assessment shall be provided to the lessor within thirty (30) days of the
Condition Assessment due date. The Lessee shall within ninety (90) days provide to the Lessor a
plan to correct any deficiencies identified in the Condition Assessment within one (1) year,
unless extended in writing by the Airport Director, or designee.

Section 3.3 Access. City agrees that if Lessee is not in breach of this Agreement, Lessee
and Lessee’s employees, officers, directors, sublessees (that are approved by City pursuant to this
Agreement), contractors, subcontractors, suppliers, agents, invitees, and other representatives
(“Lessee’s Associates™) are authorized to ingress and egress across the common areas of the
Airport (in the areas designated by City, for the purposes for which they were designed, and as
permitted by applicable Laws and Regulations as defined in Section 3.4) on a non-exclusive basis
and to the extent reasonably necessary for Lessee’s use, occupancy, and operations at the Leased
Premises. Lessee agrees to comply with any driver training program or guidelines established by
the Lessor. Lessee further agrees to ensure that Lessee’s Associates shall comply with such
program guidelines. During special events at the Airport, Lessee acknowledges that the standard
operation procedure at the Airport may be altered such that egress and ingress to the Leased
Premises may be altered by the City. The City will notify Lessee in writing of any special events
or closures that will impede Lessee’s use of the Leased Premises. Lessee’s failure to comply with
the altered procedure is a default of this Agreement, and City may proceed to terminate this
Agreement.

Section 3.4  Use of Leased Premises and Compliance with all Laws and Regulations.
Lessee agrees that it shall use the Leased Premises and the Improvements only for aeronautical
purposes and Lessee and Lessee’s Associates shall comply at all times, at Lessee’s sole cost, with
any and all laws and regulations (as amended or otherwise modified from time to time) that are
applicable to Lessee’s business and Lessee’s construction of the Improvements, including those
pertaining to the construction of buildings on public property, and Lessee’s use, occupancy, or

Signed by: Signed by:
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operations at the Leased Premises, the Improvements or the Airport (the “Laws and Regulations™),
which include, but are not limited to, all laws, statutes, ordinances, regulations, rules, orders, writs,
judgments, decrees, injunctions, directives, rulings, guidelines, standards, codes, policies, common
law, and other pronouncements of any kind having the effect of law that may be applicable at any
time during the term of this Agreement including, but not limited to, the Airport Rules and
Regulations, Minimum Operating Standards, master plans and zoning codes, and all Laws and
Regulations pertaining to the environment (the “Environmental Laws”); any and all plans and
programs developed in compliance with such requirements (including, but not limited to, any
Airport Security Plan); and all lawful, reasonable, and nondiscriminatory Airport policies and
other requirements. Lessee shall provide all required notices under the Laws and Regulations.
Upon a written request by City, Lessee will verify, within a reasonable time frame, compliance
with any Laws and Regulations. Further, in its use of the Leased Premises and the Improvements,
Lessee shall comply with the following:

A. Address. Lessee shall file with the Airport Director and keep current its mailing
addresses, telephone numbers, and contacts where it can be reached in an emergency.

B. List of Sublessee and Aircraft. At least quarterly, Lessee shall file with the Airport
Director and keep current a list of its sublessees and a list of all aircraft hangared or tied down on
the Leased Premises within the previous four (4) month period.

Section 3.5  No Unauthorized Use. Lessee and Lessee’s Associates shall use the Leased
Premises, the Improvements, and the Airport only for purposes that are expressly authorized by
this Agreement and shall not engage in any unauthorized use of the same. Unauthorized uses
include, but are not limited to, restricting access on any road or other area that Lessee does not
lease; placing waste materials on the Airport or disposing of such materials in violation of any
Laws and Regulations; any use that would constitute a public or private nuisance or a disturbance
or annoyance to other Airport users; driving a motor vehicle in a prohibited Airport location; the
use of automobile parking areas in a manner not authorized by City; any use that would interfere
with any operation at the Airport or decrease the Airport’s effectiveness (as determined by City in
its sole discretion); and any use that would be prohibited by or would impair coverage under either
Party’s insurance policies or would cause an increase in the existing rate of insurance upon the
Leased Premise.

Section 3.6  Permits and Licenses. Lessee shall obtain and maintain in current status all
permits and licenses that are required under any Laws and Regulations in connection with Lessee’s
construction of Improvements and the use, occupancy, or operations at the Leased Premises, the
Improvements, or the Airport. Those permits and licenses include but are not limited to, (i) all
contractors doing work on the Leased Premises, including work on or for the Improvements, must
be licensed by the State of Texas, (ii) prior to commencing construction of any Improvements, a
permit must be obtained from the City of Denton and a copy of the permit must be furnished to
the Airport Manager, and (iii) if applicable, clearance must be obtained from the responsible health
department or other agency. In the event that Lessee receives notice from any governmental entity
that Lessee lacks, or is in violation of, any such permit or license, Lessee shall provide City with
timely written notice of the same.

Signed by: Signed by:
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Section 3.7  Payment of Taxes. Lessee shall pay (before their respective due dates) all
taxes, fees, assessments, and levies that relate to Lessee’s use, occupancy, or operations at the
Leased Premises, the Improvements, or the Airport and all other obligations for which a lien may
be created relating thereto (including, but not limited to, utility charges and work for any
Improvements). Lessee shall be responsible for any and all taxes generated by the Denton County
Tax Assessor / Collector.

Section 3.8  No Liens. No liens may be placed upon the Leased Premises. Within thirty
(30) days, Lessee shall pay all lawful claims made against City and discharge all liens filed or
which exist against the Leased Premises or any other portion of the Airport (other than Lessee’s
trade fixtures or trade equipment) to the extent such claims arise out of or in connection with,
whether directly or indirectly, the failure to make payment for work done or materials provided by
Lessee its contractors, subcontractors, or materialmen. However, Lessee shall have the right to
contest the amount or validity of any such claim or lien without being in default under this
Agreement upon furnishing security in a form acceptable to the City, in an amount equal to one
hundred percent (100%) of such claim or lien, which insures that such claim or lien will be properly
and fully discharged forthwith in the event that such contest is finally determined against Lessee
or City. The City shall give timely notice to Lessee of all such claims and liens of which it becomes
aware. When contracting for any work in connection with the Leased Premises or the
Improvements, Lessee shall include in such contract a provision prohibiting the contractor or any
subcontractor or supplier from filing a lien or asserting a claim against City’s real property or any
interest therein. The lessee is solely responsible for ensuring that all requirements are met such
that such lien waivers are effective and enforceable (such as filing such contracts, if necessary).
Furthermore, when completed, the Improvements on the Leased Premises shall be free from all
construction liens.

Section 3.9  Compliance with 2252.909 of Texas Government Code.

A. In connection with Lessee’s construction, alteration, or repair of the Improvements
or any other construction on the Leased Property, Lessee shall require their contractor to:

(a) execute a payment bond that conforms to Subchapter I, Chapter 53,
Property Code; and

(b) execute a performance bond in an amount equal to the amount of
the contract for the protection of the City and conditioned on the faithful performance of
the contractor’s work in accordance with the plans, specifications, and contract documents.

B. Lessee shall provide the Lessor with a notice of commencement of construction no
later than ninety (90) days prior to the commencement of construction, alteration, or repair of any
improvement to the Leased Property (‘“Notice of Commencement”), which will materially conform
with the requirements under Texas Local Government Code 2252.909.

C. Notice of Commencement must:
(a) identify the public property where the work will be performed;

(b) described the work to be performed;
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(©) state the total cost of the work to be performed;
(d) include copies of the performance and payment bonds required; and

(e) include a written acknowledgment signed by the contractor stating
that copies of the required performance payment bonds will be provided to all
subcontractors not later than the fifth day after the date a subcontract is executed.

ARTICLE 1V

REPRESENTATIONS AND WARRANTIES

Section 4.1  Representations by City. City represents and warrants that it has the right,
power, and legal capacity to enter into and perform its obligations under this Agreement, has duly
executed and delivered this Agreement, and that this Agreement constitutes a legal, valid, and
binding obligation of City.

Section 4.2  Representations by Lessee. Lessee represents and warrants that it has the
right, power, and legal capacity to enter into and perform its obligations under this Agreement, has
duly executed and delivered this Agreement, and that this Agreement constitutes a legal, valid, and
binding obligation of Lessee.

ARTICLE V

OBLIGATIONS OF LESSEE

Section 5.1  Plans and Specifications. With respect to any Improvements, Lessee shall
select qualified architects and engineers to prepare, prior to construction or on a phased basis
during construction, the architectural, site, structural, mechanical, and/or electrical drawings and
specifications for the Improvements in the form and content required by the appropriate local
planning and zoning authorities and pursuant to all applicable Laws and Regulations and this
Agreement, which shall be approved in writing by City (collectively, the “Plans and

Specifications”).

Section 5.2 Appraisal at Conclusion of Construction. Lessee shall, at its own expense,
conduct an appraisal of the property within ninety (90) days of the conclusion of the construction
of Improvements described in Section 3.2 The appraisal shall confirm the investment of capital
by the Lessee due to the construction of the Improvements at the level required by Section 3.2.
The appraiser selected by the Lessee shall be approved in writing by the Airport Director, or
designee.

Section 5.3  Operations and Maintenance. Lessee shall maintain the Leased Premises
and all Improvements in a condition that is clean, free of debris, safe, sanitary, and in good repair
and shall not accumulate or permit the accumulation of any trash, refuse, debris, or of anything
that is unsightly, which creates a fire hazard, nuisance, or causes inconvenience to adjoining
properties. Lessee shall at its own expense create, execute, and maintain a comprehensive
landscaping and irrigation plan for the Leased Premises in accordance with relevant local
landscaping codes. Lessee shall perform all work in accordance with Laws and Regulations and
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in a good and workmanlike manner. Lessee shall promptly remedy any condition that fails to meet
this standard. Without limiting the foregoing obligations, Lessee shall not store on the Leased
Premises any inoperable equipment, discarded or unsightly materials, or materials likely to create
a hazard; shall not use areas outside of enclosed buildings for storage; and shall store trash in
covered metal receptacles or any other receptacles approved in writing by the Airport Director, or
designee. Any substance or material that is regulated by any Environmental Law (“Hazardous
Materials™) shall be governed by Section 5.8. In addition, Lessee agrees to comply with all
applicable provisions of City’s Texas Pollutant Discharge Elimination Multi-Sector General
Permit.

Section 5.4  Utilities. Lessor represents that there are water, sewer, and 3-phase
electrical lines accessible within the general vicinity of the Leased Premises. Lessee shall be
responsible, at Lessee’s sole cost and expense, for obtaining all utility connections at or for the
Leased Premises and the Improvements. Further, Lessee shall pay for telecommunications,
television, internet, gas, light bulbs, electricity, water, sewer, and garbage and trash removal
services provided to or used by Lessee and shall make such deposits as are required to secure
service. Lessee shall be responsible for any water or sewer impact fees incurred by their use of
the Leased Premises. Any repairs of the utility lines, other than those which are the responsibility
of the utility service, are the responsibility of Lessee. If utilities are billed to a common meter, the
Lessee shall pay to City the pro-rated amount based on the square footage leased.

Section 5.5  Signs. Lessee shall not place, or cause to be placed, any sign or signs on
the Leased Premises or the Improvements unless otherwise agreed to in writing by City. Lessee,
at its sole expense, shall be responsible for the creation, installation, and maintenance of all such
Signage. Lessee shall pay to the lessor any and all damages, injuries, or repairs resulting from the
installation, maintenance or repair of any such signage. Any Signage placed on the Lease premises
shall be maintained at all times in a safe, neat, sightly, and good physical condition. All signage
shall be removed from the lease Premises by Lessee immediately upon receipt of instructions for
removal of same from Lessor, including without limitation, upon expiration or termination of this
Lease Agreement. If Lessee fails to remove the Signage, then Lessor may do so at the sole cost
and expense of Lessee. Notwithstanding anything contained herein to the contrary, all signage
shall comply with all applicable City of Denton ordinances, including the City of Denton sign
ordinance.

Section 5.6  Security. Lessee is responsible to comply (at Lessee’s sole cost) with all
security measures that City, the United States Transportation Security Administration, the United
States Department of Homeland Security (“Homeland Security”), the United States Federal
Aviation Administration (“FAA”), or any other governmental entity having jurisdiction may
require in connection with the Airport, including, but not limited to, any access credential
requirements, any decision to remove Lessee’s access credentials, and any civil penalty obligations
and other costs arising from a breach of security requirements caused or permitted by Lessee or
Lessee’s Associates. Lessee agrees that Airport access credentials are the property of City and
may be suspended or revoked by City for security-related reasons in its sole discretion at any time.
Lessee shall pay all fees associated with such credentials, and Lessee shall immediately report to
the Airport Manager any lost credentials or credentials that Lessee removes from any employee or
any of Lessee’s Associates. Lessee shall protect and preserve security at the Airport. Lessee
acknowledges that FAA, Homeland Security, or a subdivision of either may enact laws or
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regulations regarding security at general aviation airports such that City may not be able to comply
fully with its obligations under this Agreement, and Lessee agrees that City will not be liable for
any damages to Lessee or Lessee’s personal property that may result from said noncompliance.

Section 5.7  Obstruction Lights. Lessee shall, at its expense, provide and maintain
obstruction lights on any structure on the Leased Premises, including the Improvements, if required
by City or FAA regulations. Any obstruction lights so required shall comply with the
specifications and standards established for such installations by City or FAA.

Section 5.8  Hazardous Materials.

A. No Violation of Environmental Laws. Lessee shall not cause or permit any
Hazardous Materials to be used, produced, stored, transported, brought upon, or released on, under,
or about the Leased Premises or the Airport by Lessee or Lessee’s Associates in violation of
applicable Environmental Laws. Lessee is responsible for any such violation as provided by
Section 7.

B. Response to Violations. Lessee agrees that in the event of a release or threat of
release of any Hazardous Material by Lessee or Lessee’s Associates at the Airport, Lessee shall
provide City with prompt notice of the same. Lessee shall respond to any such release or threat of
release in accordance with applicable Laws and Regulations. If City has reasonable cause to
believe that any such release or threat of release has occurred, City may request, in writing, that
Lessee conduct reasonable testing and analysis (using qualified independent experts acceptable to
City) to show that Lessee is complying with applicable Environmental Laws. City may conduct
the same at Lessee’s expense if Lessee fails to respond in a reasonable manner. Lessee shall cease
any or all of Lessee’s activities as City determines necessary, in its sole and absolute discretion, in
connection with any investigation, cure, or remediation. If Lessee or Lessee’s Associates violate
any Environmental Laws at the Airport (whether due to the release of a Hazardous Material or
otherwise), Lessee, at Lessee’s sole expense, shall have the following obligations, which shall
survive any expiration or termination of this Agreement: (i) promptly remediate such violation in
compliance with applicable Environmental Laws; (ii) submit to City a written remediation plan,
and City reserves the right to approve such plan (which approval shall not be unreasonably
withheld) and to review and inspect all work; (iii) work with City and other governmental
authorities having jurisdiction in connection with any violation; and (iv) promptly provide City
copies of all documents pertaining to any environmental concern that are not subject to Lessee’s
attorney-client privilege.

C. Obligations upon Termination and Authorized Transfers. Upon any expiration or
termination of this Agreement or any change in possession of the Leased Premises authorized by
City, Lessee shall demonstrate to City’s reasonable satisfaction that Lessee has removed any
Hazardous Materials and is in compliance with applicable Environmental Laws. Such
demonstration may include, but is not limited to, independent analysis and testing to the extent
that facts and circumstances warrant analysis and testing, such as evidence of past violations or
specific uses of the Leased Premises. Ifthe site is contaminated during Lessee’s possession, Lessee
shall bear all costs and responsibility for the required clean up, and shall hold City, its officers,
elected and appointed officials, employees, and agents harmless therefrom. Notwithstanding

Signed by: Signed by:
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anything to the contrary, the obligations of this Section 5.8 shall survive any termination of this
Agreement.

Section 5.9  Trash, Garbage, and Other Refuse. Lessee shall pick up and provide for a
complete and proper arrangement for adequate sanitary handling and disposal, away from the
Airport through the City or any other licensed refuse hauler. Lessee is responsible for contacting
the Master Refuse Hauler and arranging for disposal and payment of such services. Lessee shall
provide and use suitable covered metal receptacles, or any other receptacles approved by the
Airport Director, or designee, for all such garbage, trash, and other refuse on the Leased Premises.
Lessee shall not pile boxes, cartons, barrels, pallets, debris, or similar items in an unattractive or
unsafe manner, on or about the Leased Premises.

ARTICLE VI

INDEMNIFICATION AND INSURANCE

Section 6.1  Insurance. Lessee agrees to purchase general liability covering the Lessee
and Lessee’s Associates, and its operations on the Airport as described in Section 3 in an amount
not less than $1,000,000 per occurrence and provide coverage for premises/operations and
contractual liability AND where exposure exists in the opinion of the Lessor, coverage for:
products/completed operations; explosions, collapse, and underground property damage; and
environmental impairment.

A. All risk property insurance on a one-hundred percent (100%) replacement cost
basis covering loss or damage to all facilities and improvements located on the Lease premises,
either as a part of this Lease Agreement or erected by the Lessee subsequent to this Lease
Agreement. Covered perils shall include, but not be limited to, Fire, Extended Coverage, and
Vandalism & Malicious Mischief. Under no circumstances shall the Lessor be liable for any
damages to fixtures, merchandise, or personal property of the Lessee or its sub-lessees. The City
of Denton will be shown as a loss payee, as their interest may appear.

B. Additional Insurance requirements may be necessary as identified in the Airport
Minimum Operating Standards for specific aeronautical uses.

C. Coverage Requirements

a. All liability policies shall be endorsed to include the city of Denton, and
its officers and employees as an Additional Insured. All all-risk property policies shall be
endorsed to name the City of Denton as a loss payee. All required insurance policies shall
provide for a minimum of 30 days written notice to the City of any cancellation or material
change to the policy.

b. All insurance required by the Lease Agreement must be issued by a
company or companies of sound and adequate financial responsibility and authorized to do
business in the State of Texas. All policies are subject to the examination and approval of the
City’s office of Risk Management for their adequacy as to content, form of protection and
providing company.

Signed by: Signed by:
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C. Required insurance naming the City as an additional insured much be
primary insurance and not contributing with any other insurance available to the City whether
from a third-party liability policy or other. Said limits of insurance shall in no way limit the
liability the Lessee hereunder.

d. The Lessor shall be provided with a copy of all such policies and renewal
certificates. Failure to Lessee to comply with the minimum specified amounts or types of
insurance as required by Lessor shall constitute Lessee’s default of this Lease Agreement.

e. During the Lease Term, or any extension thereof, Lessor herein reserves
the right to, with one hundred twenty (120) days’ notice, adjust or increase the liability insurance
amounts required of the Lessee, and to require any additional rider, endorsement, provisions, or
certificates of insurance, and Lessee hereby agrees to provide any such insurance requirements as
may be required by Lessor.

Section 6.2  Lessee’s Indemnification and Duty to Pay Damages.

A. LESSEE SHALL HOLD CITY AND CITY’S OFFICERS, ELECTED AND APPOINTED
OFFICIALS, EMPLOYEES, AND AGENTS EXEMPT AND HARMLESS, TO THE EXTENT ALLOWED BY
LAW, FROM AND AGAINST ANY AND ALL CLAIMS, DEMANDS, SUITS, JUDGMENTS, COSTS, AND
EXPENSES ASSERTED BY ANY PERSON OR PERSONS (INCLUDING AGENTS OR EMPLOYEES OF CITY,
LESSEE, OR SUBLESSEE) BY REASON OF DEATH OR INJURY TO PERSONS OR LOSS OF OR DAMAGE
TO PROPERTY RESULTING FROM LESSEE’S OPERATIONS, OR ANYTHING DONE OR OMITTED BY
LESSEE UNDER THIS AGREEMENT EXCEPT TO THE EXTENT THAT SUCH CLAIMS, DEMANDS, SUITS,
JUDGMENTS, COSTS, AND EXPENSES MAY BE ATTRIBUTED TO THE INTENTIONAL ACTS OR
OMISSIONS OF CITY, ITS AGENTS, OR EMPLOYEES.

B. CITY SHALL NOT BE LIABLE TO LESSEE FOR ANY DAMAGE BY OR FROM ANY ACT
OR NEGLIGENCE OF ANY CO-TENANT OR OTHER OCCUPANT OF THE SAME BUILDING, OR BY ANY
OWNER OR OCCUPANT OF ADJOINING OR CONTIGUOUS PROPERTY.

C. LESSEE AGREES TO PAY FOR ALL DAMAGES TO THE LEASED PREMISES, THE
IMPROVEMENTS, ITS APPARATUS, OR APPURTENANCES CAUSED BY LESSEE’S MISUSE OR
NEGLECT THEREOF.

D. LESSEE SHALL BE RESPONSIBLE AND LIABLE FOR THE CONDUCT OF LESSEE’S
ASSOCIATES IN, ON AND AROUND THE LEASED PREMISES.

ARTICLE VII

DEFAULT AND REMEDIES

Section 7.1 = Lessee’s Default. The occurrence of any of the following events shall
constitute a default by Lessee under this Agreement unless cured within thirty (30) days following
written notice of such violation from City: (i) Lessee fails to timely pay any Rent; (ii) Lessee or
Lessee’s Associates violate any requirement under this Agreement (including, but not limited to,
abandonment of the Leased Premises); (iii) Lessee assigns or encumbers any right in this

Agreement, delegates any performance hereunder, or subleases any part of the Leased Premises
Signed by:

Signed by:
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(except as expressly permitted in this Agreement); (iv) Lessee files a petition in bankruptcy or has
a petition filed against Lessee in bankruptcy, insolvency, or for reorganization or appointment of
a receiver or trustee which is not dismissed within sixty (60) days; (v) Lessee petitions for or enters
into an arrangement for the benefit of creditors, or suffers this Agreement to become subject to a
writ of execution and such writ is not released within thirty (30) days; (vi) Lessee defaults in
constructing any Improvements that are required to be constructed under this Agreement; or (vii)
Lessee dissolves or dies.

Section 7.2 Default by City. City shall not be in default under this Agreement unless
City fails to perform an obligation required of City under this Agreement within thirty (30) days
after written notice by Lessee to City. If the nature of City’s obligation is such that more than
thirty (30) days are reasonably required for performance or cure, City shall not be in default if City
commences performance within such thirty (30) day period and thereafter diligently prosecutes
the same to completion.

Section 7.3  Remedies for Failure to Pay Rent. If any Rent required by this Agreement
shall not be paid when due, City shall have the option to:

A. Terminate this Agreement, take possession of the Improvements, resume
possession of the Leased Premises for its own account, and recover immediately from Lessee the
differences between the Rent and the fair rental value of the property for the term, reduced to
present worth, or

B. Terminate this Agreement, take possession of the Improvements, resume
possession of the Leased Premises, re-lease the Leased Premises for the remainder of the term for
the account of Lessee, and recover from Lessee, at the end of the term or at the time each payment
of Rent comes due under this Agreement as City may choose, the difference between the Rent and
the rent received on the re-leasing or renting.

In either event, City shall also recover all expenses incurred by reason of breach, including
reasonable attorney’s fees.

Section 7.4  Remedies for Breach of Agreement. If Lessee shall fail to perform or breach
any provision of this Agreement other than the agreement of Lessee to pay Rent, City shall provide
written notice to Lessee specifying the performance required. Thirty (30) days after such notice is
provided under this Section 7.4, City may terminate this Agreement or take any such action it is
legally entitled to take, including instituting litigation to compel performance of this Agreement.
Should litigation be filed by City and it is the prevailing party in that litigation, Lessee shall be
liable for all expenses related to such litigation, including City’s attorney’s fees.

Section 7.5  Survival. The provisions of this Article VII and the remedies and rights
provided in this Article VII shall survive any expiration or termination of this Agreement.

ARTICLE VIII
ASSIGNMENT AND SUBLEASING

Section 8.1 Assignment by Lessee.

Signed by: Signed by:
13 .
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A. Lessee shall not assign any of its rights under this Agreement, including, but not
limited to, rights in any Improvements, (whether such assignment is voluntarily or involuntarily,
by merger, consolidation, dissolution, change in control, or any other manner), and shall not
delegate any performance under this Agreement, except with the prior written consent of City to
any of the same, in City’s sole discretion. As a condition of obtaining such consent, the City
reserves the right to require the transferee receiving any such rights from Lessee to execute a new
lease agreement provided by City. Regardless of City’s consent, Lessee shall not be released from
any obligations for matters arising during the time when this Agreement was in effect. Any
purported assignment or delegation of rights or delegation of performance in violation of this
section is void.

B. Upon the expiration or termination of this Agreement, Lessee hereby assigns,
transfers, and conveys to City, without warranty, the following:

(a) The right to the use of the Plans and Specifications to the extent owned by
Lessee;

(b) Any copyright interests in the Plans and Specifications held by Lessee; and

(c) The right to enforce, in Lessee’s own name as a proper party, (i) any
subcontracts related to the Improvements or other maintenance or services contracts in force with
respect to the Leased Premises or Improvements and any warranties arising under any of them or
in connection with the performance thereof, as the case may be.

Section 8.2  Assignment by City. City shall have the right, in City’s sole discretion, to
assign any of its rights under this Agreement (and in connection therewith, shall be deemed to have
delegated its duties), and upon any such assignment, Lessee agrees that Lessee shall perform its
obligations under this Agreement in favor of such assignee.

Section 8.3  Encumbrances. Lessee shall not encumber or permit the encumbrance of
any real property at the Airport. Except for a Leasehold Mortgage as defined in Section 8.5, Lessee
shall not encumber or permit the encumbrance of any of Lessee’s rights under this Agreement
without City’s prior written consent, in City’s sole discretion. Lessee shall not record this
Agreement or any document or interest relating thereto. Any purported encumbrance of rights in
violation of this Section 8.3 is void.

Section 8.4  Leasehold Mortgage. Absent the prior written consent of City, Lessee shall
not have the right to mortgage or collaterally assign its interest in this Agreement, the Leased
Premises or the Improvements to a bank or other similar institutional lender.

Section 8.5  Leasehold Mortgage - Non-exhaustive List of Preconditions.
Notwithstanding the above Section 8.4, Lessee may mortgage or collaterally assign its interest in
this Agreement to a commercial bank (a “Lender”) solely in order to secure financing for the
construction of the Improvements, provided that any such leasehold mortgage or collateral
assignment shall be subject, subordinate, and inferior at all times to the rights of City hereunder
and subject to the prior written consent of the City (a “Leasehold Mortgage”). In connection with
a Leasehold Mortgage or City’s written consent to any other encumbrance, at a minimum, City

shall require the following:
Signed by:

Signed by:
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ii.

iil.

1v.

vi.

Vii.

viil.

1X.

Signed by:

Fyn Ldae

Lender shall certify in writing to City that it has reviewed this Agreement and accepts
the provisions of this Agreement, including but not limited to the provisions of this
Section 8.5, and that no loan requirements conflict with or materially erode any
provisions of this Agreement.

Lender agrees that City must approve any encumbrance proposed to be placed upon the
Improvements or this Agreement and that in no event shall any encumbrance be placed
upon the Leased Premises.

Lender agrees that City may, in its sole discretion, require the inclusion of certain
provisions in lending documents that are defined to protect City and/or comply with
federal law, rules, or regulations.

Lender agrees that its security interest in the Improvements, the Leasehold Mortgage,
the related loan agreement, and this Agreement is subordinate to the provisions of any
existing or future agreements between City and the United States of America, relative
to the operation and maintenance of the Airport, the terms and execution of which have
been or may be required as a condition precedent to the expenditure or reimbursement
to City of federal funds for the development of the Airport (“Grant Assurances”) and
that Lender further agrees that in the event that the Leasehold Mortgage, the related
loan agreement, or anything in this Agreement, either on its own terms or by any other
reason, conflicts with or violates any such Grant Assurances, City has the right to
amend, alter, or otherwise modify the terms of this Agreement in order to resolve such
conflict or violation.

Lender agrees to maintain current contact information with City and provide City with
concurrent copies of any notices or communications regarding a default under the loan
agreement or Leasehold Mortgage.

Lender agrees that in the event of a default under the loan agreement or Leasehold
Mortgage, Lender shall promptly inform the City of such default.

Lender and Lessee agree that any event of a default under the loan agreement or
Leasehold Mortgage shall be a default of this Agreement.

Lender agrees that upon any default under the loan agreement or Leasehold Mortgage,
City shall have a lien with first priority on all Lessee-owned property at the Leased
Premises.

Lender agrees that, in the event that Lender takes actual or de facto control of the
Improvements and/or Lessee’s interests in this Agreement, it shall immediately notify
the City of that event (“Lender Control”), Lender will have no more than 180 days to
obtain a replacement tenant that is acceptable to the City, in City’s sole discretion. In
the event that more than 180 days elapses after the beginning of Lender Control, the
Lender’s security, mortgage, and all other interests in the Improvements, this
Agreement or anything else related to the Leased Premises terminates.

Signed by:
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X. Lender agrees that any use by Lender, assignee, or any other party, will be limited to
those uses that have been authorized by City (namely, the hangaring of aircraft) and
that in no event shall the Improvements be used for a non-aeronautical purpose.

1. The Leasehold Mortgage and any other encumbrances shall terminate prior to the
expiration or termination of this Agreement and Lender agrees to promptly remove
such encumbrance upon the earlier of (1) such termination of the Leasehold Mortgage
or other encumbrance, or (2) the date when the obligation that the Leasehold Mortgage
or other encumbrance secures has been satisfied.

xii.  Lender agrees to hold City, its officers, elected and appointed officials, employees,
and agents harmless for all claims arising after the date that Lessee was in default
under its loan agreement(s) with the Lender.

xiii.  Lessee agrees to release and hold City, its officers, elected and appointed officials,
employees, and agents harmless for all claims related to City’s consent, non-
consent, or any other act or omission related to encumbering the Improvements
and/or this Agreement.

xiv.  City shall have no obligation to provide any notices to Lender and City shall have no
liability of any kind to Lender or other lienholder.

Section 8.6  Subleasing.  Any sublease of Improvements shall be for aviation-related
purposes only. Any sublease agreement for the purposes of conducting commercial acronautical
activities as identified in the Airport Minimum Operating Standards will require an approved
Airport Business Permit prior to commencing operation. All sublease agreements shall be
provided to the Lessor at the time of execution.

ARTICLE IX

MISCELLANEOUS PROVISIONS

Section 9.1  Waiver of Exemption. Any constitutional or statutory exemption of Lessee
of any property usually kept on the Leased Premises, from distress or forced sale, is waived.

Section 9.2  Addresses. All notices given under this Agreement to City shall be sent to
the Airport Manager at 5000 Airport Road, Denton, Texas 76207, with a copy to the City Attorney
at 215 E. McKinney, Denton, Texas 76201, or such other place as City shall specify in writing.
All notices given under this Agreement to Lessee shall be sent to:

HC Aviation Property Holdings Inc.
2320 Seaborn Road #200

Ponder Texas 76259
(469)-684-4465
Garrett@hcdbuild.com

Signed by: 16 Signed by:
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All notices given under this Agreement to the Mortgagee shall be sent to the address provided by
Mortgagee to City. Any notice properly mailed by registered mail, postage and fee prepaid, shall
be deemed delivered when mailed, whether received or not.

Section 9.3  No Waiver. The waiver by City of any breach of any term, covenant, or
condition herein contained shall not be deemed to be a waiver of such term, covenant, or condition
or any subsequent breach of the same or any other term, covenant, or condition herein contained.
The subsequent acceptance of rent hereunder by City shall not be deemed to be a waiver of any
preceding breach by Lessee of any term, covenant, or condition of this Agreement, other than the
failure of Lessee to pay the particular rental so accepted, regardless of City’s knowledge of such
preceding breach at the time of acceptance of such rent.

Section 9.4  Lessee’s Subordination. Lessee hereby subordinates and makes this
Agreement inferior to all existing and future mortgages, trust indentures or other security interest
of City or City’s successor in interest. Lessee shall execute and deliver any documents required
to evidence and perfect such subordination.

Section 9.5  Additional Charges as Rent. Any charges against Lessee by City for
services or for work done on the Leased Premises or the Improvements by order of Lessee or
otherwise accruing under this Agreement shall be considered as Rent due.

Section 9.6  Subordination to Grant Assurances. This Agreement shall be subordinate
to the Grant Assurances. In the event that this Agreement, either on its own terms or by any other
reason, conflicts with or violates any such Grant Assurances, City has the right to amend, alter or
otherwise modify the terms of this Agreement in order to resolve such conflict or violation.

Section 9.7  Non-Interference With Operation of the Airport. Lessee expressly agrees
for itself, its successors, and assigns that Lessee will not conduct operations in or on the Leased
Premises or the Improvements in a manner that in the reasonable judgment of City, (i) interferes
or might interfere with the reasonable use by others of common facilities at the Airport, (i1) hinders
or might hinder police, fire fighting, or other emergency personnel in the discharge of their duties,
(i11) would or would be likely to constitute a hazardous condition at the Airport, (iv) would or
would be likely to increase the premiums for insurance policies maintained by City unless such
operations are not otherwise prohibited hereunder and Lessee pays the increase in insurance
premiums occasioned by such operations, (v) is contrary to any applicable Grant Assurance; (vi)
is in contradiction to any rule, regulation, directive, or similar restriction issued by agencies having
jurisdiction over the Airport including FAA, Homeland Security, Transportation Security
Administration and Customs and Border Patrol, or (vii) would involve any illegal purposes. In the
event this covenant is breached, City reserves the right, after prior written notice to Lessee, to enter
upon the Leased Premises and the Improvements and cause the abatement of such interference at
the expense of Lessee. In the event of a breach in Airport security caused by Lessee, resulting in
fine or penalty to City of which Lessee has received prior written notice, such fine or penalty will
be charged to Lessee.

Section 9.8  Emergency Closures. During time of war or national emergency, City shall
have the right to enter into an agreement with the United States Government for military or naval
use of part or all of the landing area, the publicly owned air navigation facilities and/or other areas

Signed by: Signed by:
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or facilities of the Airport. If any such agreement is executed, the provisions of this Agreement,
insofar as they are inconsistent with provisions of the agreement with the Government, will be
suspended.

Section 9.9  Interpretation.

A. References in the text of this Agreement to articles, sections, or exhibits pertain to
articles, sections, or exhibits of this Agreement, unless otherwise specified.

B. The terms “hereby,” “herein,” “hereof,” “hereto,” “hereunder,” and any similar
terms used in this Agreement refer to this Agreement. The term “including” shall not be construed
in a limiting nature, but shall be construed to mean “including, without limitation.”

C. Words importing persons shall include firms, associations, partnerships, trusts,
corporations, and other legal entities, including public bodies, as well as natural persons.

D. Any headings preceding the text of the articles and sections of this Agreement, and
any table of contents or marginal notes appended to copies hereof, shall be solely for convenience
of reference and shall not constitute a part of this Agreement, nor shall they affect the meaning,
construction or effect of this Agreement.

E. Words importing the singular shall include the plural and vice versa. Words of the
masculine gender shall be deemed to include correlative words of the feminine and neuter genders.

Section 9.10 Force Majeure. No act or event, whether foreseen or unforeseen, shall
operate to excuse Lessee from the prompt payment of rent or any other amounts required to be
paid under this Agreement. If City (or Lessee in connection with obligations other than payment
obligations) is delayed or hindered in any performance under this Agreement by a force majeure
event, such performance shall be excused to the extent so delayed or hindered during the time
when such force majeure event is in effect, and such performance shall promptly occur or resume
thereafter at the expense of the Party so delayed or hindered. A “force majeure event” is an act or
event, whether foreseen or unforeseen, that prevents a Party in whole or in part from performing
as provided in this Agreement, that is beyond the reasonable control of and not the fault of such
Party, and that such Party has been unable to avoid or overcome by exercising due diligence, and
may include, but is not limited to, acts of nature, war, riots, strikes, accidents, fire, and changes in
law. Lessee hereby releases City and City’s officers, elected and appointed officials, employees,
and agents from any and all liability, whether in contract or tort (including strict liability and
negligence) for any loss, damage, or injury of any nature whatsoever sustained by Lessee, its
employees, agents, or invitees during the Lease Term, including, but not limited to, loss, damage,
or injury to the aircraft or other personal property of Lessee that may be located or stored in, on or
under the Leased Premises or the Improvements due to a force majeure event.

Section 9.11 Governing Law and Venue. This Agreement has been made in and will be
construed in accordance with the laws of the State of Texas. In any action initiated by one Party
against the other, exclusive venue and jurisdiction will be in the appropriate state courts in and for
Denton County, Texas.

Signed by: Signed by:
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Section 9.12 Amendments and Waivers. No amendment to this Agreement shall be
binding on City or Lessee unless reduced to writing and signed by both Parties. No provision of
this Agreement may be waived, except pursuant to a writing executed by the Party against whom
the waiver is sought to be enforced.

Section 9.13  Severability. Ifany provision of this Agreement is determined to be invalid,
illegal, or unenforceable, the remaining provisions of this Agreement shall remain in full force and
effect if both the economic and legal substance of the transactions that this Agreement
contemplates are not affected in any manner materially adverse to any Party. If any provision of
this Agreement is held invalid, illegal, or unenforceable, the Parties shall negotiate in good faith
to modify this Agreement to fulfill as closely as possible the original intents and purposes of this
Agreement.

Section 9.14 Merger. This Agreement constitutes the final, complete, and exclusive
agreement between the Parties on the matters contained in this Agreement. All prior and
contemporaneous negotiations and agreements between the Parties on the matters contained in this
Agreement are expressly merged into and superseded by this Agreement. In entering into this
Agreement, neither Party has relied on any statement, representation, warranty, nor agreement of
the other Party except for those expressly contained in this Agreement.

Section 9.15 Relationship of Parties. This Agreement does not create any partnership,
joint venture, employment, or agency relationship between the Parties. Nothing in this Agreement
shall confer upon any other person or entity any right, benefit, or remedy of any nature.

Section 9.16 Further Assurances. Each Party shall execute any document or take any
action that may be necessary or desirable to consummate and make effective a performance that is
required under this Agreement.

Section 9.17 Required Federal Clauses. Lessee and Lessee’s Associates shall comply
with all Laws and Regulations, including all of the required federal clauses in this Section 9.17.

A. During the performance of this contract, Lessee, for itself, its assignees, and
successors in interest (hereinafter collectively referred to as the “Lessee”) agrees as follows:

1. Compliance with Regulations: Lessee will comply with the Title VI List of
Pertinent Nondiscrimination Acts And Authorities, as they may be amended from
time to time, which are herein incorporated by reference and made a part of this
Agreement.

2. Non-discrimination: Lessee, with regard to the work performed by it during the
term of this Agreement, will not discriminate on the grounds of race, color, or
national origin in the selection and retention of contractors, including
procurements of materials and leases of equipment. Lessee will not participate
directly or indirectly in the discrimination prohibited by the Nondiscrimination
Acts and Authorities, including employment practices when the contract covers
any activity, project, or program set forth in Appendix B of 49 CFR Part 21.

Signed by: Signed by:
19 .
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3. Solicitations for Agreements, Including Procurements of Materials and
Equipment: In all solicitations, either by competitive bidding, or negotiation
made by Lessee for work to be performed under a subcontract, including
procurements of materials, or leases of equipment, each potential contractor or
supplier will be notified by Lessee of Lessee’s obligations under this Agreement
and the Nondiscrimination Acts And Authorities on the grounds of race, color, or
national origin.

4. Information and Reports: Lessee will provide all information and reports
required by the Acts, the Regulations, and directives issued pursuant thereto and
will permit access to its books, records, accounts, other sources of information,
and its facilities as may be determined by the sponsor or the Federal Aviation
Administration to be pertinent to ascertain compliance with such
Nondiscrimination Acts And Authorities and instructions. Where any information
required of Lessee is in the exclusive possession of another who fails or refuses to
furnish the information, Lessee will so certify to LESSOR or the Federal Aviation
Administration, as appropriate, and will set forth what efforts it has made to obtain
the information.

5. Sanctions for Noncompliance: In the event of Lessee’s noncompliance with the
Non-discrimination provisions of this contract, LESSOR will impose such
sanctions as it or the Federal Aviation Administration may determine to be
appropriate, including, but not limited to cancelling, terminating, or suspending
the Agreement, in whole or in part.

6. Incorporation of Provisions: Lessee will include the provisions of paragraphs
one through six of this Exhibit B, Section (A) in every contract, including
procurements of materials and leases of equipment, unless exempt by the Acts, the
Regulations and directives issued pursuant thereto. Lessee will take action with
respect to any contract or procurement as LESSOR or the Federal Aviation
Administration may direct as a means of enforcing such provisions including
sanctions for noncompliance. Provided, that if Lessee becomes involved in, or is
threatened with litigation by a contractor, or supplier because of such direction,
Lessee may request LESSOR to enter into any litigation to protect the interests of
LESSOR. In addition, Lessee may request the United States to enter into the
litigation to protect the interests of the United States.

B. Real Property Acquired or Improved Under the Airport Improvement Program.
Lessee for itself, its heirs, personal representatives, successors in interest, and assigns, as a part of
the consideration hereof, does hereby covenant and agree as a covenant running with the land that
in the event facilities are constructed, maintained, or otherwise operated on the property described
in this Agreement for a purpose for which a Federal Aviation Administration activity, facility, or
program is extended or for another purpose involving the provision of similar services or benefits,
Lessee will maintain and operate such facilities and services in compliance with all requirements
imposed by the Nondiscrimination Acts and Regulations listed in the Pertinent List of
Nondiscrimination Authorities (as may be amended) such that no person on the grounds of race,
color, or national origin, will be excluded from participation in, denied the benefits of, or be
otherwise subjected to discrimination in the use of said facilities.

Signed by: Signed by:
20 .
WA ﬂiw@f,ry Gardt ’%@EE
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C. Construction/Use/Access to Real Property Acquired Under the Activity, Facility or
Program. Lessee for itself, its heirs, personal representatives, successors in interest, and assigns,
as a part of the consideration hereof, does hereby covenant and agree as a covenant running with
the land that (1) no person on the ground of race, color, or national origin, will be excluded from
participation in, denied the benefits of, or be otherwise subjected to discrimination in the use of
said facilities, (2) that in the construction of any improvements on, over, or under such land, and
the furnishing of services thereon, no person on the ground of race, color, or national origin, will
be excluded from participation in, denied the benefits of, or otherwise be subjected to
discrimination, and (3) that Lessee will furnish its services in compliance with all other
requirements imposed by or pursuant to the List of Nondiscrimination Acts And Authorities.

D. Title VI List of Pertinent Nondiscrimination Acts and Authorities. During the
performance of this Agreement, Lessee, for itself, its assignees, and successors in interest
(hereinafter referred to as the “contractor”) agrees to comply with the following non-
discrimination statutes and authorities; including but not limited to:

1. Title VI of the Civil Rights Act of 1964 (42 U.S.C. § 2000d et seq., 78 stat.
252), (prohibits discrimination on the basis of race, color, national origin);

ii. 49 CFR Part 21 (Non-discrimination In Federally-Assisted Programs of The
Department of Transportation—Effectuation of Title VI of The Civil Rights Act
of 1964);

iii.  The Uniform Relocation Assistance and Real Property Acquisition Policies Act
0f 1970, (42 U.S.C. § 4601), (prohibits unfair treatment of persons displaced or
whose property has been acquired because of Federal or Federal-aid programs
and projects);

iv.  Section 504 of the Rehabilitation Act of 1973, (29 U.S.C. § 794 et seq.), as
amended, (prohibits discrimination on the basis of disability); and 49 CFR Part
27;

v.  The Age Discrimination Act of 1975, as amended, (42 U.S.C. § 6101 et seq.),
(prohibits discrimination on the basis of age);

vi.  Airport and Airway Improvement Act of 1982, (49 USC § 471, Section 47123),
as amended, (prohibits discrimination based on race, creed, color, national
origin, or sex);

vii.  The Civil Rights Restoration Act of 1987, (PL 100-209), (Broadened the scope,
coverage and applicability of Title VI of the Civil Rights Act of 1964, The Age
Discrimination Act of 1975 and Section 504 of the Rehabilitation Act of 1973,
by expanding the definition of the terms “programs or activities” to include all
of the programs or activities of the Federal-aid recipients, sub-recipients and
contractors, whether such programs or activities are Federally funded or not);

viii.  Titles II and III of the Americans with Disabilities Act of 1990, which prohibit
discrimination on the basis of disability in the operation of public entities,
public and private transportation systems, places of public accommodation, and

Signed by: Signed by:

K‘?M MNﬁTY 2 Carrdt Maiysr:
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certain testing entities (42 U.S.C. §§ 12131 — 12189) as implemented by
Department of Transportation regulations at 49 CFR Parts 37 and 38;

ix.  The Federal Aviation Administration’s Non-discrimination statute (49 U.S.C.
§ 47123) (prohibits discrimination on the basis of race, color, national origin,
and sex);

X.  Executive Order 12898, Federal Actions to Address Environmental Justice in
Minority Populations and Low-Income Populations, which ensures non-
discrimination against minority populations by discouraging programs,
policies, and activities with disproportionately high and adverse human health
or environmental effects on minority and low-income populations;

xi.  Executive Order 13166, Improving Access to Services for Persons with Limited
English Proficiency, and resulting agency guidance, national origin
discrimination includes discrimination because of limited English proficiency
(LEP). To ensure compliance with Title VI, you must take reasonable steps to
ensure that LEP persons have meaningful access to your programs (70 Fed.
Reg. at 74087 to 74100); and

xii.  Title IX of the Education Amendments of 1972, as amended, which prohibits
you from discriminating because of sex in education programs or activities (20
U.S.C. 1681 et seq).

E. General Civil Rights Provision. Lessee agrees to comply with pertinent statutes,
Executive Orders and such rules as are promulgated to ensure that no person shall, on the grounds
of race, creed, color, national origin, sex (including gender identity), age, or disability be excluded
from participating in any activity conducted with or benefiting from Federal assistance. If Lessee
transfers its obligation to another, the transferee is obligated in the same manner as Lessee. This
provision obligates Lessee for the period during which the property is owned, used or possessed
by Lessee and the airport remains obligated to the Federal Aviation Administration. This provision
is in addition to that required by Title VI of the Civil Rights Act of 1964.

F. Right of Re-entry. In the event of breach of any of the above Nondiscrimination
covenants, LESSOR will have the right to terminate the Agreement and to enter, re-enter, and
repossess said lands and facilities thereon, and hold the same as if the Agreement had never been
made or issued.

G. Subcontracts. Lessee agrees that it shall insert the above six provisions (Section
(A) through Section (F)) in any agreement by which Lessee grants a right or privilege to any
person, firm, or corporation to render accommodations and/or services to the public under this
Agreement.

H. Lessee agrees to furnish service on a fair, equal, and not unjustly discriminatory
basis to all users thereof, and to charge fair, reasonable, and not unjustly discriminatory prices for
each unit or service; provided that Lessee may be allowed to make reasonable and
nondiscriminatory discounts, rebates, or other similar types of price reductions to volume
purchasers. (Grant Assurance 22)

Signed by: Signed by:

Ryan ﬂi‘”’t‘ny 22 Cardt Mapfigser
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L It is hereby specifically understood and agreed that nothing herein contained shall
be construed to grant or authorize the granting of an exclusive right to provide aeronautical services
to the public as prohibited by the Grant Assurances, and City reserves the right to grant to others
the privilege and right of conducting any one or all activities of an aeronautical nature. (Grant
Assurance 23)

J. City reserves the right to further develop or improve the landing area of the Airport
as it sees fit, regardless of the desires or view of Lessee, and without interference or hindrance.
(FAA Order 5190.6B)

K. City reserves the right, but shall not be obligated to Lessee, to maintain and keep in
repair the landing area of the Airport and all publicly-owned facilities of the Airport, together with
the right to direct and control all activities of Lessee in this regard. (FAA Order 5190.6B)

L. This Agreement shall be subordinate to the provisions of and requirements of any
existing or future agreement between City and the United States, relative to the development,
operation, or maintenance of the Airport. (FAA Order 5190.6B)

M. Lessee agrees to comply with the notification and review requirements covered in
Part 77 of the Federal Aviation Regulations in the event any future structure or building is planned
for the Leased Premises, or in the event of any planned modification or alteration of any present
or future building or structure situated on the Leased Premises. (FAA Order 5190.6B)

N. It is clearly understood by Lessee that no right or privilege has been granted which
would operate to prevent any person, firm, or corporation operating aircraft on the Airport from
performing any services on its own aircraft with its own regular employees (including but not
limited to, maintenance and repair) that it may choose to perform. (Grant Assurance 22(f))

[SIGNATURE PAGES FOLLOW]

Signed by: Signed by:
23 :
( K‘?“‘“Bf Iy Cardt Maptiag, .
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IN WITNESS WHEREOF, the Parties have set their hands and seals this day of
,20 .

CITY OF DENTON, TEXAS, LESSOR

By:

Sara Hensley, City Manager

ATTEST:
Lauren Thoden, City Secretary

By:

APPROVED AS TO LEGAL FORM:
Mack Reinwand, City Attorney

DocuSigned by:

By: (MW Lunin

4B07083TB4AA438...

HC Aviation Property Holdings Inc., Lessee

Signed by:
By: (—éowvr,ﬁl Martin
GanrtVIEHR; Director

Signature Page to Airport Lease Agreement between
City of Denton and HC Aviation Property Holdings Inc.
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AIRPORT LEASE AGREEMENT

between

CITY OF DENTON

and

HC Aviation Property Holdings Inc

dated as of

, 2024

Airport Lease Agreement (11/20)
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AIRPORT LEASE AGREEMENT

THIS AIRPORT LEASE AGREEMENT (this “Agreement”) effective as of this

day of , 2024, by and between the CITY OF

DENTON, TEXAS, a Texas home-rule municipal corporation (“City”), and HC Aviation Property

Holdings Inc., a Texas Corporation (the “Lessee” and, together with City, the “Parties” and each a
“Party”).

RECITALS

WHEREAS, City is the owner and operator of the Denton Enterprise Airport in the City of
Denton, Texas (the “Airport”);

WHEREAS, City has the right, title, and interest in and to the real property on the Airport,
together with the facilities, easements, rights, licenses, and privileges hereinafter granted, and has
full power and authority to enter into this Agreement in respect thereof;

WHEREAS, City owns that certain real property located within the Airport legally
described on Exhibit A, as Site Ten Parcel Four, attached hereto and made part hereof which
consists of 12,074 square feet or 0.277 acres (such real property, together with all rights, privileges,
easements, and appurtenances benefiting such real property and all Preexisting Improvements, as
hereafter defined, are collectively referred to herein as the “Leased Premises”);

WHEREAS, the City desires to continue to have and further develop the Leased Premises
for exclusively aeronautical purposes beneficial to the City and the general public;

WHEREAS, Lessee is qualified, ready, willing, and able to undertake such commercial
development and/or use; and

WHEREAS, the Parties hereto wish to memorialize their agreement herein and they agree
as follows:

AGREEMENT

NOW, THEREFORE, in consideration of the foregoing Recitals, which by this reference
are hereby incorporated into this Agreement, and the mutual covenants contained in this
Agreement, the Parties hereto hereby agree as follows:

ARTICLE I
LEASE OF LEASED PREMISES; TERM

Section 1.1 Lease of Leased Premises.

A. City hereby leases to Lessee, and Lessee hereby rents from City for its exclusive
use the Leased Premises, all herein described rights incident thereto, for and during the Lease Term
and upon and subject to the terms, provisions, and conditions herein set forth. All improvements
existing in, on, or under the Leased Premises as of the Commencement Date, as hereafter defined,
shall be referred to herein as “Preexisting Improvements”. All improvements constructed by or on

Signed by: Signed by:

Ry, [l dams I Carndt Mo,
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behalf of the City from and after the Commencement Date, as hereafter defined, shall be referred
to herein as “City Improvements”. The “Leased Premises” shall be deemed to include the
Preexisting Improvements and the City Improvements, as hereafter defined.

Section 1.2 Lease Term. The term of this Agreement (the “Lease Term”), shall be for

a period of forty (40) years commencing on , 2024 (the “Commencement
Date”), and unless sooner terminated pursuant to the provisions of this Agreement, shall
terminate on , 2064,

Section 1.3 Extension of Lease Term. No further extensions shall be granted by the
City. However; the foregoing shall not preclude the Parties from entering into a new lease to be
effective after the expiration of the Lease Term.

Section 1.4  Holding Over; Rights at Expiration.

A. If Lessee retains all or any portion of the Leased Premises after the expiration or
termination of the Lease Term by lapse of time or otherwise, such holding over shall constitute the
creation of a tenancy at will with respect to such retained portion, terminable by City at any time
upon thirty (30) days prior written notice to Lessee. Under such tenancy at will, Lessee agrees to
pay to City as liquidated damages, and not as a penalty, 150 percent of the last monthly rental rate
under this agreement for each month of holdover. All provisions of this Agreement shall remain
in full force and effect during such holdover period.

B. Lessee further agrees that upon the expiration or termination of the Lease Term, the
Leased Premises will be delivered to City in as good a condition as when this Agreement began,
reasonable wear and tear and matters covered by insurance excepted and the Improvements, as
hereafter defined, will be delivered to City in as good a condition as when such Improvements
were constructed, located, installed, placed or erected in, upon or under the Leased Premises,
reasonable wear and tear and matters covered by insurance excepted.

C. Except as otherwise expressly set forth elsewhere herein, Lessee shall have no
rights with respect to any improvements made to the Leased Premises during the Lease Term that
are not otherwise required to be removed by the City.

Section 1.5  Inspection of [eased Premises; Access to Books and Records. City, through
its duly authorized agents, shall have at any reasonable time the full and unrestricted right to enter
the Leased Premises and the Improvements, as hereafter defined, for the purpose of periodic
inspection for fire protection, maintenance and to investigate compliance with the terms of this
Agreement; provided, however, that except in the case of emergency, such right shall be exercised
upon reasonable prior notice to Lessee and with an opportunity for Lessee to have an employee or
agent present, and will not interfere with Lessee’s construction or operations. Lessee agrees to
provide any documents that may be requested by City to determine compliance with this
Agreement within thirty (30) days of such request.

Section 1.6 Ownership of Leased Premises. City and Lessee intend and hereby agree
that the Leased Premises shall be and remain the property of City during the entire term of this
Agreement and thereafter.

Signed by: Signed by:

o Loty ’ contt Moyt
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ARTICLE 11

RENTAL; SECURITY DEPOSIT
Section 2.1  Rent.

A. In consideration for the use of the Leased Premises herein granted, Lessee shall
pay to City the following rental amounts (the “Rent”). The monthly rent shall be in the sum of $
0.38 per net square foot, as determined and provided in Exhibit A, said sum being stipulated
herein as Four Thousand Five Hundred and Eighty-Eight Dollars and Twelve Cents ($4,588.12)
(sales tax included), payable in twelve equal monthly installments of Three Hundred and Eighty-
Two Dollars and Thirty-Four Cents ($382.34). All subsequent rental payment will be due in
advance on the first of each calendar month thereafter. City will mail a courtesy statement on or
about the first of each month. Failure to receive the statement in a timely manner does not
absolve Lessee from making rental payment on the first of each month.

B. The Rent shall begin at the earlier of the issuance of a building permit or the first
day of the third month following the Commencement date.

C. The Rent for the Leased Premises shall be readjusted at the end of each two (2) year
period during the Lease Term, starting on the Commencement Date month and every two (2) years
thereafter, on the basis of the proportion that the then-current United States Consumer Price Index
for all urban consumers (“CPI-U”) for the Dallas-Fort Worth Bureau of Labor Statistics (1982-84
= 100) bears to that of the Commencement Date month.

Section 2.2 Insufficient Funds Charge. There shall be an extra charge of THIRTY
DOLLARS ($30.00) on any check returned by the bank for insufficient funds or account not
existing.

Section 2.3  Time and Place of Payments. The Rent, as well as all other charges
hereunder, shall be payable in equal monthly installments in advance on or before the first business
day of each calendar month of the Lease Term at City’s offices of the Finance Department of the
City of Denton, 215 E. McKinney, Denton, Texas, unless otherwise designated in writing by the
City.

Section 2.4  Delinquent Rent. In the event Rent due pursuant to Section 2.1 or any other
amounts payable by Lessee hereunder shall not be paid by Lessee on the due date thereof, Lessee
shall pay to City as additional Rent, an interest charge of five percent (5%), or the maximum
percentage allowed by law, whichever is greater, of the amount due for each full calendar month
of delinquency, computed as simple interest. No interest shall be charged until payment is thirty
(30) days overdue, but any such interest assessed thereafter shall be computed from the due date.

ARTICLE III

OCCUPANCY, USE, AND CONDITIONS OF LEASED PREMISES

Section 3.1  Condition of [.eased Premises. Lessee accepts the Leased Premises in their
present “as is” condition. Lessee releases City and holds City and City’s officers, directors, elected

Signed by: Signed by:

A ﬂMITY i Garvudt Mﬂé@‘?}EE
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and appointed officials, employees, and agents harmless for any claims arising out of or related to
any condition of the Leased Premises.

Section 3.2  Construction and Ownership of Improvements.

A. The Parties agree that this Agreement is entered into specifically with the
understanding that Lessee will build, construct, complete, and furnish one building, generally
described as: Parcel one, consisting of one 65’ x 70’ building, at its own expense in accordance to
Plans and Specifications, as defined in Section 5.1. Any and all buildings, structures, fixtures,
appurtenances, site work, site utilities, or other improvements to be located or constructed on the
Leased Property by Lessee during the Lease Term in accordance with the Plans and
Specifications shall be known as “Improvements” and Lessee agrees to complete construction of
the Improvements as follows and to complete the construction of the Improvements in
accordance with all governmental requirements and the Plans and Specifications and to obtain a
Certificate of Occupancy.

(a) Complete construction of Parcel 1 and obtain a Certificate of Occupancy
within 365 days (one year) of issuance of a building or grading permit. Lessee may request an
extension of time with sufficient justification as to the necessity for such an extension. No such
requested extension shall extend this requirement more than a total of 90 days. The Lessee must
receive written

B. Notwithstanding anything contained in the Lease Agreement to the contrary, a
failure to complete the Improvements within the construction period and any City approved
extensions described in Section 3.2, may at the sole option and discretion of the Lessor, result in
the immediate termination and cancellation of this Lease Agreement upon 30 days written notice
of cancellation to Lessee. In such case Lessee’s rights under this Lease Agreement will
immediately cease and be forfeited, and all Improvements shall immediately become the
property of Lessor at no cost, expense or other compensation paid by lessor to Lessee; and
Lessee shall immediately vacate the Premises.

C. The capital investment in the Improvements on the Leased Premises shall be a
minimum of Six Hundred Seventy-Five Thousand ($675,000.00), upon the completion of all
parcels of Improvement construction. The Improvements, at the completion of all phases of
construction, shall include:

a. No less than 4,550 gross square feet of hangar size.

b. Off-street vehicular parking with the capacity to meet or exceed local
building regulations taking into consideration permitted use at peak demand.

D. The Lessee shall use the Leased property for the following aeronautical uses:
Aircraft Storage. Any changes in aeronautical use must be approved in writing by the Airport
Director or designee.

E. Lessee will own the Improvements during the Lease Term only. Effective upon
the expiration or termination of this Agreement, the Improvements shall become the property of
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City, without the payment by City of any compensation or other consideration for any
Improvements, and title to the Improvements shall merge with the title of, or be otherwise
considered and deemed a part of, the real property of City, free and clear of any claim of Lessee
and any persons or entities claiming under or through Lessee including, without limitation, the
trustee, beneficiary or holder of any mortgage or deed of trust. Any other personal property of
Lessee that can be removed by Lessee without material damage to the Leased Premises or to the
Improvements may remain the personal property of Lessee and may be removed by Lessee at
any time on or before the end of the Lease Term. Lessee shall, by removing any such personal
property, repair all damage to the Leased Premises and Improvements caused by such removal.
The City shall have the option to have the tenant remove any or all Improvements at the end of
the term if the Improvements have not been maintained in accordance with the Lease or, based
on the most recent Condition Assessment, have reached the end of their useful life.

F. The tenant shall be responsible for conducting a condition assessment report on
their facilities during the term of the lease (the “Condition Assessment”). This shall be conducted
in 5-year increments beginning at the 10th anniversary of the lease agreement. The
engineering/inspection shall be hired by the tenant at the tenant’s expense but must be approved
in writing by the City. The Condition Assessment shall examine the building’s structural
components, electrical, plumbing, heating and cooling systems, roof, etc. Additionally, any
pavement (asphalt or concrete) within the leasehold area shall also be examined and reported on.
The Condition Assessment shall be provided to the lessor within thirty (30) days of the
Condition Assessment due date. The Lessee shall within ninety (90) days provide to the Lessor a
plan to correct any deficiencies identified in the Condition Assessment within one (1) year,
unless extended in writing by the Airport Director, or designee.

Section 3.3 Access. City agrees that if Lessee is not in breach of this Agreement, Lessee
and Lessee’s employees, officers, directors, sublessees (that are approved by City pursuant to this
Agreement), contractors, subcontractors, suppliers, agents, invitees, and other representatives
(“Lessee’s Associates™) are authorized to ingress and egress across the common areas of the
Airport (in the areas designated by City, for the purposes for which they were designed, and as
permitted by applicable Laws and Regulations as defined in Section 3.4) on a non-exclusive basis
and to the extent reasonably necessary for Lessee’s use, occupancy, and operations at the Leased
Premises. Lessee agrees to comply with any driver training program or guidelines established by
the Lessor. Lessee further agrees to ensure that Lessee’s Associates shall comply with such
program guidelines. During special events at the Airport, Lessee acknowledges that the standard
operation procedure at the Airport may be altered such that egress and ingress to the Leased
Premises may be altered by the City. The City will notify Lessee in writing of any special events
or closures that will impede Lessee’s use of the Leased Premises. Lessee’s failure to comply with
the altered procedure is a default of this Agreement, and City may proceed to terminate this
Agreement.

Section 3.4  Use of Leased Premises and Compliance with all Laws and Regulations.
Lessee agrees that it shall use the Leased Premises and the Improvements only for aeronautical
purposes and Lessee and Lessee’s Associates shall comply at all times, at Lessee’s sole cost, with
any and all laws and regulations (as amended or otherwise modified from time to time) that are
applicable to Lessee’s business and Lessee’s construction of the Improvements, including those
pertaining to the construction of buildings on public property, and Lessee’s use, occupancy, or
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operations at the Leased Premises, the Improvements or the Airport (the “Laws and Regulations™),
which include, but are not limited to, all laws, statutes, ordinances, regulations, rules, orders, writs,
judgments, decrees, injunctions, directives, rulings, guidelines, standards, codes, policies, common
law, and other pronouncements of any kind having the effect of law that may be applicable at any
time during the term of this Agreement including, but not limited to, the Airport Rules and
Regulations, Minimum Operating Standards, master plans and zoning codes, and all Laws and
Regulations pertaining to the environment (the “Environmental Laws”); any and all plans and
programs developed in compliance with such requirements (including, but not limited to, any
Airport Security Plan); and all lawful, reasonable, and nondiscriminatory Airport policies and
other requirements. Lessee shall provide all required notices under the Laws and Regulations.
Upon a written request by City, Lessee will verify, within a reasonable time frame, compliance
with any Laws and Regulations. Further, in its use of the Leased Premises and the Improvements,
Lessee shall comply with the following:

A. Address. Lessee shall file with the Airport Director and keep current its mailing
addresses, telephone numbers, and contacts where it can be reached in an emergency.

B. List of Sublessee and Aircraft. At least quarterly, Lessee shall file with the Airport
Director and keep current a list of its sublessees and a list of all aircraft hangared or tied down on
the Leased Premises within the previous four (4) month period.

Section 3.5  No Unauthorized Use. Lessee and Lessee’s Associates shall use the Leased
Premises, the Improvements, and the Airport only for purposes that are expressly authorized by
this Agreement and shall not engage in any unauthorized use of the same. Unauthorized uses
include, but are not limited to, restricting access on any road or other area that Lessee does not
lease; placing waste materials on the Airport or disposing of such materials in violation of any
Laws and Regulations; any use that would constitute a public or private nuisance or a disturbance
or annoyance to other Airport users; driving a motor vehicle in a prohibited Airport location; the
use of automobile parking areas in a manner not authorized by City; any use that would interfere
with any operation at the Airport or decrease the Airport’s effectiveness (as determined by City in
its sole discretion); and any use that would be prohibited by or would impair coverage under either
Party’s insurance policies or would cause an increase in the existing rate of insurance upon the
Leased Premise.

Section 3.6  Permits and Licenses. Lessee shall obtain and maintain in current status all
permits and licenses that are required under any Laws and Regulations in connection with Lessee’s
construction of Improvements and the use, occupancy, or operations at the Leased Premises, the
Improvements, or the Airport. Those permits and licenses include but are not limited to, (i) all
contractors doing work on the Leased Premises, including work on or for the Improvements, must
be licensed by the State of Texas, (ii) prior to commencing construction of any Improvements, a
permit must be obtained from the City of Denton and a copy of the permit must be furnished to
the Airport Manager, and (iii) if applicable, clearance must be obtained from the responsible health
department or other agency. In the event that Lessee receives notice from any governmental entity
that Lessee lacks, or is in violation of, any such permit or license, Lessee shall provide City with
timely written notice of the same.
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Section 3.7  Payment of Taxes. Lessee shall pay (before their respective due dates) all
taxes, fees, assessments, and levies that relate to Lessee’s use, occupancy, or operations at the
Leased Premises, the Improvements, or the Airport and all other obligations for which a lien may
be created relating thereto (including, but not limited to, utility charges and work for any
Improvements). Lessee shall be responsible for any and all taxes generated by the Denton County
Tax Assessor / Collector.

Section 3.8  No Liens. No liens may be placed upon the Leased Premises. Within thirty
(30) days, Lessee shall pay all lawful claims made against City and discharge all liens filed or
which exist against the Leased Premises or any other portion of the Airport (other than Lessee’s
trade fixtures or trade equipment) to the extent such claims arise out of or in connection with,
whether directly or indirectly, the failure to make payment for work done or materials provided by
Lessee its contractors, subcontractors, or materialmen. However, Lessee shall have the right to
contest the amount or validity of any such claim or lien without being in default under this
Agreement upon furnishing security in a form acceptable to the City, in an amount equal to one
hundred percent (100%) of such claim or lien, which insures that such claim or lien will be properly
and fully discharged forthwith in the event that such contest is finally determined against Lessee
or City. The City shall give timely notice to Lessee of all such claims and liens of which it becomes
aware. When contracting for any work in connection with the Leased Premises or the
Improvements, Lessee shall include in such contract a provision prohibiting the contractor or any
subcontractor or supplier from filing a lien or asserting a claim against City’s real property or any
interest therein. The lessee is solely responsible for ensuring that all requirements are met such
that such lien waivers are effective and enforceable (such as filing such contracts, if necessary).
Furthermore, when completed, the Improvements on the Leased Premises shall be free from all
construction liens.

Section 3.9  Compliance with 2252.909 of Texas Government Code.

A. In connection with Lessee’s construction, alteration, or repair of the Improvements
or any other construction on the Leased Property, Lessee shall require their contractor to:

(a) execute a payment bond that conforms to Subchapter I, Chapter 53,
Property Code; and

(b) execute a performance bond in an amount equal to the amount of
the contract for the protection of the City and conditioned on the faithful performance of
the contractor’s work in accordance with the plans, specifications, and contract documents.

B. Lessee shall provide the Lessor with a notice of commencement of construction no
later than ninety (90) days prior to the commencement of construction, alteration, or repair of any
improvement to the Leased Property (‘“Notice of Commencement”), which will materially conform
with the requirements under Texas Local Government Code 2252.909.

C. Notice of Commencement must:
(a) identify the public property where the work will be performed;

(b) described the work to be performed;
Signed by: Signed by:
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(©) state the total cost of the work to be performed;
(d) include copies of the performance and payment bonds required; and

(e) include a written acknowledgment signed by the contractor stating
that copies of the required performance payment bonds will be provided to all
subcontractors not later than the fifth day after the date a subcontract is executed.

ARTICLE 1V

REPRESENTATIONS AND WARRANTIES

Section 4.1  Representations by City. City represents and warrants that it has the right,
power, and legal capacity to enter into and perform its obligations under this Agreement, has duly
executed and delivered this Agreement, and that this Agreement constitutes a legal, valid, and
binding obligation of City.

Section 4.2  Representations by Lessee. Lessee represents and warrants that it has the
right, power, and legal capacity to enter into and perform its obligations under this Agreement, has
duly executed and delivered this Agreement, and that this Agreement constitutes a legal, valid, and
binding obligation of Lessee.

ARTICLE V

OBLIGATIONS OF LESSEE

Section 5.1  Plans and Specifications. With respect to any Improvements, Lessee shall
select qualified architects and engineers to prepare, prior to construction or on a phased basis
during construction, the architectural, site, structural, mechanical, and/or electrical drawings and
specifications for the Improvements in the form and content required by the appropriate local
planning and zoning authorities and pursuant to all applicable Laws and Regulations and this
Agreement, which shall be approved in writing by City (collectively, the “Plans and

Specifications”).

Section 5.2 Appraisal at Conclusion of Construction. Lessee shall, at its own expense,
conduct an appraisal of the property within ninety (90) days of the conclusion of the construction
of Improvements described in Section 3.2 The appraisal shall confirm the investment of capital
by the Lessee due to the construction of the Improvements at the level required by Section 3.2.
The appraiser selected by the Lessee shall be approved in writing by the Airport Director, or
designee.

Section 5.3  Operations and Maintenance. Lessee shall maintain the Leased Premises
and all Improvements in a condition that is clean, free of debris, safe, sanitary, and in good repair
and shall not accumulate or permit the accumulation of any trash, refuse, debris, or of anything
that is unsightly, which creates a fire hazard, nuisance, or causes inconvenience to adjoining
properties. Lessee shall at its own expense create, execute, and maintain a comprehensive
landscaping and irrigation plan for the Leased Premises in accordance with relevant local
landscaping codes. Lessee shall perform all work in accordance with Laws and Regulations and
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in a good and workmanlike manner. Lessee shall promptly remedy any condition that fails to meet
this standard. Without limiting the foregoing obligations, Lessee shall not store on the Leased
Premises any inoperable equipment, discarded or unsightly materials, or materials likely to create
a hazard; shall not use areas outside of enclosed buildings for storage; and shall store trash in
covered metal receptacles or any other receptacles approved in writing by the Airport Director, or
designee. Any substance or material that is regulated by any Environmental Law (“Hazardous
Materials™) shall be governed by Section 5.8. In addition, Lessee agrees to comply with all
applicable provisions of City’s Texas Pollutant Discharge Elimination Multi-Sector General
Permit.

Section 5.4  Utilities. Lessor represents that there are water, sewer, and 3-phase
electrical lines accessible within the general vicinity of the Leased Premises. Lessee shall be
responsible, at Lessee’s sole cost and expense, for obtaining all utility connections at or for the
Leased Premises and the Improvements. Further, Lessee shall pay for telecommunications,
television, internet, gas, light bulbs, electricity, water, sewer, and garbage and trash removal
services provided to or used by Lessee and shall make such deposits as are required to secure
service. Lessee shall be responsible for any water or sewer impact fees incurred by their use of
the Leased Premises. Any repairs of the utility lines, other than those which are the responsibility
of the utility service, are the responsibility of Lessee. If utilities are billed to a common meter, the
Lessee shall pay to City the pro-rated amount based on the square footage leased.

Section 5.5  Signs. Lessee shall not place, or cause to be placed, any sign or signs on
the Leased Premises or the Improvements unless otherwise agreed to in writing by City. Lessee,
at its sole expense, shall be responsible for the creation, installation, and maintenance of all such
Signage. Lessee shall pay to the lessor any and all damages, injuries, or repairs resulting from the
installation, maintenance or repair of any such signage. Any Signage placed on the Lease premises
shall be maintained at all times in a safe, neat, sightly, and good physical condition. All signage
shall be removed from the lease Premises by Lessee immediately upon receipt of instructions for
removal of same from Lessor, including without limitation, upon expiration or termination of this
Lease Agreement. If Lessee fails to remove the Signage, then Lessor may do so at the sole cost
and expense of Lessee. Notwithstanding anything contained herein to the contrary, all signage
shall comply with all applicable City of Denton ordinances, including the City of Denton sign
ordinance.

Section 5.6  Security. Lessee is responsible to comply (at Lessee’s sole cost) with all
security measures that City, the United States Transportation Security Administration, the United
States Department of Homeland Security (“Homeland Security”), the United States Federal
Aviation Administration (“FAA”), or any other governmental entity having jurisdiction may
require in connection with the Airport, including, but not limited to, any access credential
requirements, any decision to remove Lessee’s access credentials, and any civil penalty obligations
and other costs arising from a breach of security requirements caused or permitted by Lessee or
Lessee’s Associates. Lessee agrees that Airport access credentials are the property of City and
may be suspended or revoked by City for security-related reasons in its sole discretion at any time.
Lessee shall pay all fees associated with such credentials, and Lessee shall immediately report to
the Airport Manager any lost credentials or credentials that Lessee removes from any employee or
any of Lessee’s Associates. Lessee shall protect and preserve security at the Airport. Lessee
acknowledges that FAA, Homeland Security, or a subdivision of either may enact laws or
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regulations regarding security at general aviation airports such that City may not be able to comply
fully with its obligations under this Agreement, and Lessee agrees that City will not be liable for
any damages to Lessee or Lessee’s personal property that may result from said noncompliance.

Section 5.7  Obstruction Lights. Lessee shall, at its expense, provide and maintain
obstruction lights on any structure on the Leased Premises, including the Improvements, if required
by City or FAA regulations. Any obstruction lights so required shall comply with the
specifications and standards established for such installations by City or FAA.

Section 5.8  Hazardous Materials.

A. No Violation of Environmental Laws. Lessee shall not cause or permit any
Hazardous Materials to be used, produced, stored, transported, brought upon, or released on, under,
or about the Leased Premises or the Airport by Lessee or Lessee’s Associates in violation of
applicable Environmental Laws. Lessee is responsible for any such violation as provided by
Section 7.

B. Response to Violations. Lessee agrees that in the event of a release or threat of
release of any Hazardous Material by Lessee or Lessee’s Associates at the Airport, Lessee shall
provide City with prompt notice of the same. Lessee shall respond to any such release or threat of
release in accordance with applicable Laws and Regulations. If City has reasonable cause to
believe that any such release or threat of release has occurred, City may request, in writing, that
Lessee conduct reasonable testing and analysis (using qualified independent experts acceptable to
City) to show that Lessee is complying with applicable Environmental Laws. City may conduct
the same at Lessee’s expense if Lessee fails to respond in a reasonable manner. Lessee shall cease
any or all of Lessee’s activities as City determines necessary, in its sole and absolute discretion, in
connection with any investigation, cure, or remediation. If Lessee or Lessee’s Associates violate
any Environmental Laws at the Airport (whether due to the release of a Hazardous Material or
otherwise), Lessee, at Lessee’s sole expense, shall have the following obligations, which shall
survive any expiration or termination of this Agreement: (i) promptly remediate such violation in
compliance with applicable Environmental Laws; (ii) submit to City a written remediation plan,
and City reserves the right to approve such plan (which approval shall not be unreasonably
withheld) and to review and inspect all work; (iii) work with City and other governmental
authorities having jurisdiction in connection with any violation; and (iv) promptly provide City
copies of all documents pertaining to any environmental concern that are not subject to Lessee’s
attorney-client privilege.

C. Obligations upon Termination and Authorized Transfers. Upon any expiration or
termination of this Agreement or any change in possession of the Leased Premises authorized by
City, Lessee shall demonstrate to City’s reasonable satisfaction that Lessee has removed any
Hazardous Materials and is in compliance with applicable Environmental Laws. Such
demonstration may include, but is not limited to, independent analysis and testing to the extent
that facts and circumstances warrant analysis and testing, such as evidence of past violations or
specific uses of the Leased Premises. Ifthe site is contaminated during Lessee’s possession, Lessee
shall bear all costs and responsibility for the required clean up, and shall hold City, its officers,
elected and appointed officials, employees, and agents harmless therefrom. Notwithstanding
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anything to the contrary, the obligations of this Section 5.8 shall survive any termination of this
Agreement.

Section 5.9  Trash, Garbage, and Other Refuse. Lessee shall pick up and provide for a
complete and proper arrangement for adequate sanitary handling and disposal, away from the
Airport through the City or any other licensed refuse hauler. Lessee is responsible for contacting
the Master Refuse Hauler and arranging for disposal and payment of such services. Lessee shall
provide and use suitable covered metal receptacles, or any other receptacles approved by the
Airport Director, or designee, for all such garbage, trash, and other refuse on the Leased Premises.
Lessee shall not pile boxes, cartons, barrels, pallets, debris, or similar items in an unattractive or
unsafe manner, on or about the Leased Premises.

ARTICLE VI

INDEMNIFICATION AND INSURANCE

Section 6.1  Insurance. Lessee agrees to purchase general liability covering the Lessee
and Lessee’s Associates, and its operations on the Airport as described in Section 3 in an amount
not less than $1,000,000 per occurrence and provide coverage for premises/operations and
contractual liability AND where exposure exists in the opinion of the Lessor, coverage for:
products/completed operations; explosions, collapse, and underground property damage; and
environmental impairment.

A. All risk property insurance on a one-hundred percent (100%) replacement cost
basis covering loss or damage to all facilities and improvements located on the Lease premises,
either as a part of this Lease Agreement or erected by the Lessee subsequent to this Lease
Agreement. Covered perils shall include, but not be limited to, Fire, Extended Coverage, and
Vandalism & Malicious Mischief. Under no circumstances shall the Lessor be liable for any
damages to fixtures, merchandise, or personal property of the Lessee or its sub-lessees. The City
of Denton will be shown as a loss payee, as their interest may appear.

B. Additional Insurance requirements may be necessary as identified in the Airport
Minimum Operating Standards for specific aeronautical uses.

C. Coverage Requirements

a. All liability policies shall be endorsed to include the city of Denton, and
its officers and employees as an Additional Insured. All all-risk property policies shall be
endorsed to name the City of Denton as a loss payee. All required insurance policies shall
provide for a minimum of 30 days written notice to the City of any cancellation or material
change to the policy.

b. All insurance required by the Lease Agreement must be issued by a
company or companies of sound and adequate financial responsibility and authorized to do
business in the State of Texas. All policies are subject to the examination and approval of the
City’s office of Risk Management for their adequacy as to content, form of protection and
providing company.

Signed by: 1 1 Signed by:
[Qm ﬂﬂt""’"‘fclw Coadt Mg

DCA1390854FC4ES...

121



Docusign Envelope ID: A2F3088E-5ABB-4875-A0D1-BF86E5CABBED

C. Required insurance naming the City as an additional insured much be
primary insurance and not contributing with any other insurance available to the City whether
from a third-party liability policy or other. Said limits of insurance shall in no way limit the
liability the Lessee hereunder.

d. The Lessor shall be provided with a copy of all such policies and renewal
certificates. Failure to Lessee to comply with the minimum specified amounts or types of
insurance as required by Lessor shall constitute Lessee’s default of this Lease Agreement.

e. During the Lease Term, or any extension thereof, Lessor herein reserves
the right to, with one hundred twenty (120) days’ notice, adjust or increase the liability insurance
amounts required of the Lessee, and to require any additional rider, endorsement, provisions, or
certificates of insurance, and Lessee hereby agrees to provide any such insurance requirements as
may be required by Lessor.

Section 6.2  Lessee’s Indemnification and Duty to Pay Damages.

A. LESSEE SHALL HOLD CITY AND CITY’S OFFICERS, ELECTED AND APPOINTED
OFFICIALS, EMPLOYEES, AND AGENTS EXEMPT AND HARMLESS, TO THE EXTENT ALLOWED BY
LAW, FROM AND AGAINST ANY AND ALL CLAIMS, DEMANDS, SUITS, JUDGMENTS, COSTS, AND
EXPENSES ASSERTED BY ANY PERSON OR PERSONS (INCLUDING AGENTS OR EMPLOYEES OF CITY,
LESSEE, OR SUBLESSEE) BY REASON OF DEATH OR INJURY TO PERSONS OR LOSS OF OR DAMAGE
TO PROPERTY RESULTING FROM LESSEE’S OPERATIONS, OR ANYTHING DONE OR OMITTED BY
LESSEE UNDER THIS AGREEMENT EXCEPT TO THE EXTENT THAT SUCH CLAIMS, DEMANDS, SUITS,
JUDGMENTS, COSTS, AND EXPENSES MAY BE ATTRIBUTED TO THE INTENTIONAL ACTS OR
OMISSIONS OF CITY, ITS AGENTS, OR EMPLOYEES.

B. CITY SHALL NOT BE LIABLE TO LESSEE FOR ANY DAMAGE BY OR FROM ANY ACT
OR NEGLIGENCE OF ANY CO-TENANT OR OTHER OCCUPANT OF THE SAME BUILDING, OR BY ANY
OWNER OR OCCUPANT OF ADJOINING OR CONTIGUOUS PROPERTY.

C. LESSEE AGREES TO PAY FOR ALL DAMAGES TO THE LEASED PREMISES, THE
IMPROVEMENTS, ITS APPARATUS, OR APPURTENANCES CAUSED BY LESSEE’S MISUSE OR
NEGLECT THEREOF.

D. LESSEE SHALL BE RESPONSIBLE AND LIABLE FOR THE CONDUCT OF LESSEE’S
ASSOCIATES IN, ON AND AROUND THE LEASED PREMISES.

ARTICLE VII

DEFAULT AND REMEDIES

Section 7.1 = Lessee’s Default. The occurrence of any of the following events shall
constitute a default by Lessee under this Agreement unless cured within thirty (30) days following
written notice of such violation from City: (i) Lessee fails to timely pay any Rent; (ii) Lessee or
Lessee’s Associates violate any requirement under this Agreement (including, but not limited to,
abandonment of the Leased Premises); (iii) Lessee assigns or encumbers any right in this
Agreement, delegates any performance hereunder, or subleases any part of the Leased Premises
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(except as expressly permitted in this Agreement); (iv) Lessee files a petition in bankruptcy or has
a petition filed against Lessee in bankruptcy, insolvency, or for reorganization or appointment of
a receiver or trustee which is not dismissed within sixty (60) days; (v) Lessee petitions for or enters
into an arrangement for the benefit of creditors, or suffers this Agreement to become subject to a
writ of execution and such writ is not released within thirty (30) days; (vi) Lessee defaults in
constructing any Improvements that are required to be constructed under this Agreement; or (vii)
Lessee dissolves or dies.

Section 7.2 Default by City. City shall not be in default under this Agreement unless
City fails to perform an obligation required of City under this Agreement within thirty (30) days
after written notice by Lessee to City. If the nature of City’s obligation is such that more than
thirty (30) days are reasonably required for performance or cure, City shall not be in default if City
commences performance within such thirty (30) day period and thereafter diligently prosecutes
the same to completion.

Section 7.3  Remedies for Failure to Pay Rent. If any Rent required by this Agreement
shall not be paid when due, City shall have the option to:

A. Terminate this Agreement, take possession of the Improvements, resume
possession of the Leased Premises for its own account, and recover immediately from Lessee the
differences between the Rent and the fair rental value of the property for the term, reduced to
present worth, or

B. Terminate this Agreement, take possession of the Improvements, resume
possession of the Leased Premises, re-lease the Leased Premises for the remainder of the term for
the account of Lessee, and recover from Lessee, at the end of the term or at the time each payment
of Rent comes due under this Agreement as City may choose, the difference between the Rent and
the rent received on the re-leasing or renting.

In either event, City shall also recover all expenses incurred by reason of breach, including
reasonable attorney’s fees.

Section 7.4  Remedies for Breach of Agreement. If Lessee shall fail to perform or breach
any provision of this Agreement other than the agreement of Lessee to pay Rent, City shall provide
written notice to Lessee specifying the performance required. Thirty (30) days after such notice is
provided under this Section 7.4, City may terminate this Agreement or take any such action it is
legally entitled to take, including instituting litigation to compel performance of this Agreement.
Should litigation be filed by City and it is the prevailing party in that litigation, Lessee shall be
liable for all expenses related to such litigation, including City’s attorney’s fees.

Section 7.5  Survival. The provisions of this Article VII and the remedies and rights
provided in this Article VII shall survive any expiration or termination of this Agreement.

ARTICLE VIII
ASSIGNMENT AND SUBLEASING

Section 8.1 Assignment by Lessee.

Signed by: Signed by:
13 .
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A. Lessee shall not assign any of its rights under this Agreement, including, but not
limited to, rights in any Improvements, (whether such assignment is voluntarily or involuntarily,
by merger, consolidation, dissolution, change in control, or any other manner), and shall not
delegate any performance under this Agreement, except with the prior written consent of City to
any of the same, in City’s sole discretion. As a condition of obtaining such consent, the City
reserves the right to require the transferee receiving any such rights from Lessee to execute a new
lease agreement provided by City. Regardless of City’s consent, Lessee shall not be released from
any obligations for matters arising during the time when this Agreement was in effect. Any
purported assignment or delegation of rights or delegation of performance in violation of this
section is void.

B. Upon the expiration or termination of this Agreement, Lessee hereby assigns,
transfers, and conveys to City, without warranty, the following:

(a) The right to the use of the Plans and Specifications to the extent owned by
Lessee;

(b) Any copyright interests in the Plans and Specifications held by Lessee; and

(c) The right to enforce, in Lessee’s own name as a proper party, (i) any
subcontracts related to the Improvements or other maintenance or services contracts in force with
respect to the Leased Premises or Improvements and any warranties arising under any of them or
in connection with the performance thereof, as the case may be.

Section 8.2  Assignment by City. City shall have the right, in City’s sole discretion, to
assign any of its rights under this Agreement (and in connection therewith, shall be deemed to have
delegated its duties), and upon any such assignment, Lessee agrees that Lessee shall perform its
obligations under this Agreement in favor of such assignee.

Section 8.3  Encumbrances. Lessee shall not encumber or permit the encumbrance of
any real property at the Airport. Except for a Leasehold Mortgage as defined in Section 8.5, Lessee
shall not encumber or permit the encumbrance of any of Lessee’s rights under this Agreement
without City’s prior written consent, in City’s sole discretion. Lessee shall not record this
Agreement or any document or interest relating thereto. Any purported encumbrance of rights in
violation of this Section 8.3 is void.

Section 8.4  Leasehold Mortgage. Absent the prior written consent of City, Lessee shall
not have the right to mortgage or collaterally assign its interest in this Agreement, the Leased
Premises or the Improvements to a bank or other similar institutional lender.

Section 8.5  Leasehold Mortgage - Non-exhaustive List of Preconditions.
Notwithstanding the above Section 8.4, Lessee may mortgage or collaterally assign its interest in
this Agreement to a commercial bank (a “Lender”) solely in order to secure financing for the
construction of the Improvements, provided that any such leasehold mortgage or collateral
assignment shall be subject, subordinate, and inferior at all times to the rights of City hereunder
and subject to the prior written consent of the City (a “Leasehold Mortgage”). In connection with
a Leasehold Mortgage or City’s written consent to any other encumbrance, at a minimum, City
shall require the following:

Signed by:

Signed by:
14 .
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ii.

iil.

1v.

vi.

Vii.

viil.

1X.

Signed by:

Lender shall certify in writing to City that it has reviewed this Agreement and accepts
the provisions of this Agreement, including but not limited to the provisions of this
Section 8.5, and that no loan requirements conflict with or materially erode any
provisions of this Agreement.

Lender agrees that City must approve any encumbrance proposed to be placed upon the
Improvements or this Agreement and that in no event shall any encumbrance be placed
upon the Leased Premises.

Lender agrees that City may, in its sole discretion, require the inclusion of certain
provisions in lending documents that are defined to protect City and/or comply with
federal law, rules, or regulations.

Lender agrees that its security interest in the Improvements, the Leasehold Mortgage,
the related loan agreement, and this Agreement is subordinate to the provisions of any
existing or future agreements between City and the United States of America, relative
to the operation and maintenance of the Airport, the terms and execution of which have
been or may be required as a condition precedent to the expenditure or reimbursement
to City of federal funds for the development of the Airport (“Grant Assurances”) and
that Lender further agrees that in the event that the Leasehold Mortgage, the related
loan agreement, or anything in this Agreement, either on its own terms or by any other
reason, conflicts with or violates any such Grant Assurances, City has the right to
amend, alter, or otherwise modify the terms of this Agreement in order to resolve such
conflict or violation.

Lender agrees to maintain current contact information with City and provide City with
concurrent copies of any notices or communications regarding a default under the loan
agreement or Leasehold Mortgage.

Lender agrees that in the event of a default under the loan agreement or Leasehold
Mortgage, Lender shall promptly inform the City of such default.

Lender and Lessee agree that any event of a default under the loan agreement or
Leasehold Mortgage shall be a default of this Agreement.

Lender agrees that upon any default under the loan agreement or Leasehold Mortgage,
City shall have a lien with first priority on all Lessee-owned property at the Leased
Premises.

Lender agrees that, in the event that Lender takes actual or de facto control of the
Improvements and/or Lessee’s interests in this Agreement, it shall immediately notify
the City of that event (“Lender Control”), Lender will have no more than 180 days to
obtain a replacement tenant that is acceptable to the City, in City’s sole discretion. In
the event that more than 180 days elapses after the beginning of Lender Control, the
Lender’s security, mortgage, and all other interests in the Improvements, this
Agreement or anything else related to the Leased Premises terminates.

Signed by:

Kyan. ﬂWITY P Carrcdt MgﬁL%’EE
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X. Lender agrees that any use by Lender, assignee, or any other party, will be limited to
those uses that have been authorized by City (namely, the hangaring of aircraft) and
that in no event shall the Improvements be used for a non-aeronautical purpose.

1. The Leasehold Mortgage and any other encumbrances shall terminate prior to the
expiration or termination of this Agreement and Lender agrees to promptly remove
such encumbrance upon the earlier of (1) such termination of the Leasehold Mortgage
or other encumbrance, or (2) the date when the obligation that the Leasehold Mortgage
or other encumbrance secures has been satisfied.

xii.  Lender agrees to hold City, its officers, elected and appointed officials, employees,
and agents harmless for all claims arising after the date that Lessee was in default
under its loan agreement(s) with the Lender.

xiii.  Lessee agrees to release and hold City, its officers, elected and appointed officials,
employees, and agents harmless for all claims related to City’s consent, non-
consent, or any other act or omission related to encumbering the Improvements
and/or this Agreement.

xiv.  City shall have no obligation to provide any notices to Lender and City shall have no
liability of any kind to Lender or other lienholder.

Section 8.6  Subleasing.  Any sublease of Improvements shall be for aviation-related
purposes only. Any sublease agreement for the purposes of conducting commercial acronautical
activities as identified in the Airport Minimum Operating Standards will require an approved
Airport Business Permit prior to commencing operation. All sublease agreements shall be
provided to the Lessor at the time of execution.

ARTICLE IX

MISCELLANEOUS PROVISIONS

Section 9.1  Waiver of Exemption. Any constitutional or statutory exemption of Lessee
of any property usually kept on the Leased Premises, from distress or forced sale, is waived.

Section 9.2  Addresses. All notices given under this Agreement to City shall be sent to
the Airport Manager at 5000 Airport Road, Denton, Texas 76207, with a copy to the City Attorney
at 215 E. McKinney, Denton, Texas 76201, or such other place as City shall specify in writing.
All notices given under this Agreement to Lessee shall be sent to:

HC Aviation Property Holdings Inc.
2320 Seaborn Road #200

Ponder Texas 76259
(469)-684-4465

Garrett@hcdbuild.com
Signed by: Signed by:
16 .
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All notices given under this Agreement to the Mortgagee shall be sent to the address provided by
Mortgagee to City. Any notice properly mailed by registered mail, postage and fee prepaid, shall
be deemed delivered when mailed, whether received or not.

Section 9.3  No Waiver. The waiver by City of any breach of any term, covenant, or
condition herein contained shall not be deemed to be a waiver of such term, covenant, or condition
or any subsequent breach of the same or any other term, covenant, or condition herein contained.
The subsequent acceptance of rent hereunder by City shall not be deemed to be a waiver of any
preceding breach by Lessee of any term, covenant, or condition of this Agreement, other than the
failure of Lessee to pay the particular rental so accepted, regardless of City’s knowledge of such
preceding breach at the time of acceptance of such rent.

Section 9.4  Lessee’s Subordination. Lessee hereby subordinates and makes this
Agreement inferior to all existing and future mortgages, trust indentures or other security interest
of City or City’s successor in interest. Lessee shall execute and deliver any documents required
to evidence and perfect such subordination.

Section 9.5  Additional Charges as Rent. Any charges against Lessee by City for
services or for work done on the Leased Premises or the Improvements by order of Lessee or
otherwise accruing under this Agreement shall be considered as Rent due.

Section 9.6  Subordination to Grant Assurances. This Agreement shall be subordinate
to the Grant Assurances. In the event that this Agreement, either on its own terms or by any other
reason, conflicts with or violates any such Grant Assurances, City has the right to amend, alter or
otherwise modify the terms of this Agreement in order to resolve such conflict or violation.

Section 9.7  Non-Interference With Operation of the Airport. Lessee expressly agrees
for itself, its successors, and assigns that Lessee will not conduct operations in or on the Leased
Premises or the Improvements in a manner that in the reasonable judgment of City, (i) interferes
or might interfere with the reasonable use by others of common facilities at the Airport, (i1) hinders
or might hinder police, fire fighting, or other emergency personnel in the discharge of their duties,
(i11) would or would be likely to constitute a hazardous condition at the Airport, (iv) would or
would be likely to increase the premiums for insurance policies maintained by City unless such
operations are not otherwise prohibited hereunder and Lessee pays the increase in insurance
premiums occasioned by such operations, (v) is contrary to any applicable Grant Assurance; (vi)
is in contradiction to any rule, regulation, directive, or similar restriction issued by agencies having
jurisdiction over the Airport including FAA, Homeland Security, Transportation Security
Administration and Customs and Border Patrol, or (vii) would involve any illegal purposes. In the
event this covenant is breached, City reserves the right, after prior written notice to Lessee, to enter
upon the Leased Premises and the Improvements and cause the abatement of such interference at
the expense of Lessee. In the event of a breach in Airport security caused by Lessee, resulting in
fine or penalty to City of which Lessee has received prior written notice, such fine or penalty will
be charged to Lessee.

Section 9.8  Emergency Closures. During time of war or national emergency, City shall
have the right to enter into an agreement with the United States Government for military or naval
use of part or all of the landing area, the publicly owned air navigation facilities and/or other areas

Signed by: Signed by:
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or facilities of the Airport. If any such agreement is executed, the provisions of this Agreement,
insofar as they are inconsistent with provisions of the agreement with the Government, will be
suspended.

Section 9.9  Interpretation.

A. References in the text of this Agreement to articles, sections, or exhibits pertain to
articles, sections, or exhibits of this Agreement, unless otherwise specified.

B. The terms “hereby,” “herein,” “hereof,” “hereto,” “hereunder,” and any similar
terms used in this Agreement refer to this Agreement. The term “including” shall not be construed
in a limiting nature, but shall be construed to mean “including, without limitation.”

C. Words importing persons shall include firms, associations, partnerships, trusts,
corporations, and other legal entities, including public bodies, as well as natural persons.

D. Any headings preceding the text of the articles and sections of this Agreement, and
any table of contents or marginal notes appended to copies hereof, shall be solely for convenience
of reference and shall not constitute a part of this Agreement, nor shall they affect the meaning,
construction or effect of this Agreement.

E. Words importing the singular shall include the plural and vice versa. Words of the
masculine gender shall be deemed to include correlative words of the feminine and neuter genders.

Section 9.10 Force Majeure. No act or event, whether foreseen or unforeseen, shall
operate to excuse Lessee from the prompt payment of rent or any other amounts required to be
paid under this Agreement. If City (or Lessee in connection with obligations other than payment
obligations) is delayed or hindered in any performance under this Agreement by a force majeure
event, such performance shall be excused to the extent so delayed or hindered during the time
when such force majeure event is in effect, and such performance shall promptly occur or resume
thereafter at the expense of the Party so delayed or hindered. A “force majeure event” is an act or
event, whether foreseen or unforeseen, that prevents a Party in whole or in part from performing
as provided in this Agreement, that is beyond the reasonable control of and not the fault of such
Party, and that such Party has been unable to avoid or overcome by exercising due diligence, and
may include, but is not limited to, acts of nature, war, riots, strikes, accidents, fire, and changes in
law. Lessee hereby releases City and City’s officers, elected and appointed officials, employees,
and agents from any and all liability, whether in contract or tort (including strict liability and
negligence) for any loss, damage, or injury of any nature whatsoever sustained by Lessee, its
employees, agents, or invitees during the Lease Term, including, but not limited to, loss, damage,
or injury to the aircraft or other personal property of Lessee that may be located or stored in, on or
under the Leased Premises or the Improvements due to a force majeure event.

Section 9.11 Governing Law and Venue. This Agreement has been made in and will be
construed in accordance with the laws of the State of Texas. In any action initiated by one Party
against the other, exclusive venue and jurisdiction will be in the appropriate state courts in and for
Denton County, Texas.

Signed by: Signed by:
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Section 9.12 Amendments and Waivers. No amendment to this Agreement shall be
binding on City or Lessee unless reduced to writing and signed by both Parties. No provision of
this Agreement may be waived, except pursuant to a writing executed by the Party against whom
the waiver is sought to be enforced.

Section 9.13  Severability. Ifany provision of this Agreement is determined to be invalid,
illegal, or unenforceable, the remaining provisions of this Agreement shall remain in full force and
effect if both the economic and legal substance of the transactions that this Agreement
contemplates are not affected in any manner materially adverse to any Party. If any provision of
this Agreement is held invalid, illegal, or unenforceable, the Parties shall negotiate in good faith
to modify this Agreement to fulfill as closely as possible the original intents and purposes of this
Agreement.

Section 9.14 Merger. This Agreement constitutes the final, complete, and exclusive
agreement between the Parties on the matters contained in this Agreement. All prior and
contemporaneous negotiations and agreements between the Parties on the matters contained in this
Agreement are expressly merged into and superseded by this Agreement. In entering into this
Agreement, neither Party has relied on any statement, representation, warranty, nor agreement of
the other Party except for those expressly contained in this Agreement.

Section 9.15 Relationship of Parties. This Agreement does not create any partnership,
joint venture, employment, or agency relationship between the Parties. Nothing in this Agreement
shall confer upon any other person or entity any right, benefit, or remedy of any nature.

Section 9.16 Further Assurances. Each Party shall execute any document or take any
action that may be necessary or desirable to consummate and make effective a performance that is
required under this Agreement.

Section 9.17 Required Federal Clauses. Lessee and Lessee’s Associates shall comply
with all Laws and Regulations, including all of the required federal clauses in this Section 9.17.

A. During the performance of this contract, Lessee, for itself, its assignees, and
successors in interest (hereinafter collectively referred to as the “Lessee”) agrees as follows:

1. Compliance with Regulations: Lessee will comply with the Title VI List of
Pertinent Nondiscrimination Acts And Authorities, as they may be amended from
time to time, which are herein incorporated by reference and made a part of this
Agreement.

2. Non-discrimination: Lessee, with regard to the work performed by it during the
term of this Agreement, will not discriminate on the grounds of race, color, or
national origin in the selection and retention of contractors, including
procurements of materials and leases of equipment. Lessee will not participate
directly or indirectly in the discrimination prohibited by the Nondiscrimination
Acts and Authorities, including employment practices when the contract covers
any activity, project, or program set forth in Appendix B of 49 CFR Part 21.

Signed by: Signed by:
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3. Solicitations for Agreements, Including Procurements of Materials and
Equipment: In all solicitations, either by competitive bidding, or negotiation
made by Lessee for work to be performed under a subcontract, including
procurements of materials, or leases of equipment, each potential contractor or
supplier will be notified by Lessee of Lessee’s obligations under this Agreement
and the Nondiscrimination Acts And Authorities on the grounds of race, color, or
national origin.

4. Information and Reports: Lessee will provide all information and reports
required by the Acts, the Regulations, and directives issued pursuant thereto and
will permit access to its books, records, accounts, other sources of information,
and its facilities as may be determined by the sponsor or the Federal Aviation
Administration to be pertinent to ascertain compliance with such
Nondiscrimination Acts And Authorities and instructions. Where any information
required of Lessee is in the exclusive possession of another who fails or refuses to
furnish the information, Lessee will so certify to LESSOR or the Federal Aviation
Administration, as appropriate, and will set forth what efforts it has made to obtain
the information.

5. Sanctions for Noncompliance: In the event of Lessee’s noncompliance with the
Non-discrimination provisions of this contract, LESSOR will impose such
sanctions as it or the Federal Aviation Administration may determine to be
appropriate, including, but not limited to cancelling, terminating, or suspending
the Agreement, in whole or in part.

6. Incorporation of Provisions: Lessee will include the provisions of paragraphs
one through six of this Exhibit B, Section (A) in every contract, including
procurements of materials and leases of equipment, unless exempt by the Acts, the
Regulations and directives issued pursuant thereto. Lessee will take action with
respect to any contract or procurement as LESSOR or the Federal Aviation
Administration may direct as a means of enforcing such provisions including
sanctions for noncompliance. Provided, that if Lessee becomes involved in, or is
threatened with litigation by a contractor, or supplier because of such direction,
Lessee may request LESSOR to enter into any litigation to protect the interests of
LESSOR. In addition, Lessee may request the United States to enter into the
litigation to protect the interests of the United States.

B. Real Property Acquired or Improved Under the Airport Improvement Program.
Lessee for itself, its heirs, personal representatives, successors in interest, and assigns, as a part of
the consideration hereof, does hereby covenant and agree as a covenant running with the land that
in the event facilities are constructed, maintained, or otherwise operated on the property described
in this Agreement for a purpose for which a Federal Aviation Administration activity, facility, or
program is extended or for another purpose involving the provision of similar services or benefits,
Lessee will maintain and operate such facilities and services in compliance with all requirements
imposed by the Nondiscrimination Acts and Regulations listed in the Pertinent List of
Nondiscrimination Authorities (as may be amended) such that no person on the grounds of race,
color, or national origin, will be excluded from participation in, denied the benefits of, or be
otherwise subjected to discrimination in the use of said facilities.

Signed by: 20 Signed by:
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C. Construction/Use/Access to Real Property Acquired Under the Activity, Facility or
Program. Lessee for itself, its heirs, personal representatives, successors in interest, and assigns,
as a part of the consideration hereof, does hereby covenant and agree as a covenant running with
the land that (1) no person on the ground of race, color, or national origin, will be excluded from
participation in, denied the benefits of, or be otherwise subjected to discrimination in the use of
said facilities, (2) that in the construction of any improvements on, over, or under such land, and
the furnishing of services thereon, no person on the ground of race, color, or national origin, will
be excluded from participation in, denied the benefits of, or otherwise be subjected to
discrimination, and (3) that Lessee will furnish its services in compliance with all other
requirements imposed by or pursuant to the List of Nondiscrimination Acts And Authorities.

D. Title VI List of Pertinent Nondiscrimination Acts and Authorities. During the
performance of this Agreement, Lessee, for itself, its assignees, and successors in interest
(hereinafter referred to as the “contractor”) agrees to comply with the following non-
discrimination statutes and authorities; including but not limited to:

1. Title VI of the Civil Rights Act of 1964 (42 U.S.C. § 2000d et seq., 78 stat.
252), (prohibits discrimination on the basis of race, color, national origin);

ii. 49 CFR Part 21 (Non-discrimination In Federally-Assisted Programs of The
Department of Transportation—Effectuation of Title VI of The Civil Rights Act
of 1964);

iii.  The Uniform Relocation Assistance and Real Property Acquisition Policies Act
0f 1970, (42 U.S.C. § 4601), (prohibits unfair treatment of persons displaced or
whose property has been acquired because of Federal or Federal-aid programs
and projects);

iv.  Section 504 of the Rehabilitation Act of 1973, (29 U.S.C. § 794 et seq.), as
amended, (prohibits discrimination on the basis of disability); and 49 CFR Part
27;

v.  The Age Discrimination Act of 1975, as amended, (42 U.S.C. § 6101 et seq.),
(prohibits discrimination on the basis of age);

vi.  Airport and Airway Improvement Act of 1982, (49 USC § 471, Section 47123),
as amended, (prohibits discrimination based on race, creed, color, national
origin, or sex);

vii.  The Civil Rights Restoration Act of 1987, (PL 100-209), (Broadened the scope,
coverage and applicability of Title VI of the Civil Rights Act of 1964, The Age
Discrimination Act of 1975 and Section 504 of the Rehabilitation Act of 1973,
by expanding the definition of the terms “programs or activities” to include all
of the programs or activities of the Federal-aid recipients, sub-recipients and
contractors, whether such programs or activities are Federally funded or not);

viii.  Titles II and III of the Americans with Disabilities Act of 1990, which prohibit
discrimination on the basis of disability in the operation of public entities,
public and private transportation systems, places of public accommodation, and

Signed by: Signed by:
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certain testing entities (42 U.S.C. §§ 12131 — 12189) as implemented by
Department of Transportation regulations at 49 CFR Parts 37 and 38;

ix.  The Federal Aviation Administration’s Non-discrimination statute (49 U.S.C.
§ 47123) (prohibits discrimination on the basis of race, color, national origin,
and sex);

X.  Executive Order 12898, Federal Actions to Address Environmental Justice in
Minority Populations and Low-Income Populations, which ensures non-
discrimination against minority populations by discouraging programs,
policies, and activities with disproportionately high and adverse human health
or environmental effects on minority and low-income populations;

xi.  Executive Order 13166, Improving Access to Services for Persons with Limited
English Proficiency, and resulting agency guidance, national origin
discrimination includes discrimination because of limited English proficiency
(LEP). To ensure compliance with Title VI, you must take reasonable steps to
ensure that LEP persons have meaningful access to your programs (70 Fed.
Reg. at 74087 to 74100); and

xii.  Title IX of the Education Amendments of 1972, as amended, which prohibits
you from discriminating because of sex in education programs or activities (20
U.S.C. 1681 et seq).

E. General Civil Rights Provision. Lessee agrees to comply with pertinent statutes,
Executive Orders and such rules as are promulgated to ensure that no person shall, on the grounds
of race, creed, color, national origin, sex (including gender identity), age, or disability be excluded
from participating in any activity conducted with or benefiting from Federal assistance. If Lessee
transfers its obligation to another, the transferee is obligated in the same manner as Lessee. This
provision obligates Lessee for the period during which the property is owned, used or possessed
by Lessee and the airport remains obligated to the Federal Aviation Administration. This provision
is in addition to that required by Title VI of the Civil Rights Act of 1964.

F. Right of Re-entry. In the event of breach of any of the above Nondiscrimination
covenants, LESSOR will have the right to terminate the Agreement and to enter, re-enter, and
repossess said lands and facilities thereon, and hold the same as if the Agreement had never been
made or issued.

G. Subcontracts. Lessee agrees that it shall insert the above six provisions (Section
(A) through Section (F)) in any agreement by which Lessee grants a right or privilege to any
person, firm, or corporation to render accommodations and/or services to the public under this
Agreement.

H. Lessee agrees to furnish service on a fair, equal, and not unjustly discriminatory
basis to all users thereof, and to charge fair, reasonable, and not unjustly discriminatory prices for
each unit or service; provided that Lessee may be allowed to make reasonable and
nondiscriminatory discounts, rebates, or other similar types of price reductions to volume
purchasers. (Grant Assurance 22)

Signed by: 22 Signed by:
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L It is hereby specifically understood and agreed that nothing herein contained shall
be construed to grant or authorize the granting of an exclusive right to provide aeronautical services
to the public as prohibited by the Grant Assurances, and City reserves the right to grant to others
the privilege and right of conducting any one or all activities of an aeronautical nature. (Grant
Assurance 23)

J. City reserves the right to further develop or improve the landing area of the Airport
as it sees fit, regardless of the desires or view of Lessee, and without interference or hindrance.
(FAA Order 5190.6B)

K. City reserves the right, but shall not be obligated to Lessee, to maintain and keep in
repair the landing area of the Airport and all publicly-owned facilities of the Airport, together with
the right to direct and control all activities of Lessee in this regard. (FAA Order 5190.6B)

L. This Agreement shall be subordinate to the provisions of and requirements of any
existing or future agreement between City and the United States, relative to the development,
operation, or maintenance of the Airport. (FAA Order 5190.6B)

M. Lessee agrees to comply with the notification and review requirements covered in
Part 77 of the Federal Aviation Regulations in the event any future structure or building is planned
for the Leased Premises, or in the event of any planned modification or alteration of any present
or future building or structure situated on the Leased Premises. (FAA Order 5190.6B)

N. It is clearly understood by Lessee that no right or privilege has been granted which
would operate to prevent any person, firm, or corporation operating aircraft on the Airport from
performing any services on its own aircraft with its own regular employees (including but not
limited to, maintenance and repair) that it may choose to perform. (Grant Assurance 22(f))

[SIGNATURE PAGES FOLLOW]

Signed by: Signed by:
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IN WITNESS WHEREOF, the Parties have set their hands and seals this day of
,20 .

CITY OF DENTON, TEXAS, LESSOR

By:

Sara Hensley, City Manager

ATTEST:
Lauren Thoden, City Secretary

By:

APPROVED AS TO LEGAL FORM:
Mack Reinwand, City Attorney

DocuSigned by:

By: FM(’“(M i

4BO7T083TB4AA438

HC Aviation Property Holdings Inc., Lessee

Signed by:

By: éN/VLH' MM’HIJL

4FC4AES... "
Garret al%m, Director

Signature Page to Airport Lease Agreement between
City of Denton and HC Aviation Property Holdings Inc.
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AGENDA CAPTION
Receive a report, hold a discussion, and provide recommendation to City Council regarding the approval of
Assignment Airport Lease from First Financial Resources, Inc. to DSR-Cherokee 180, LLC covering property
at 910 Aeronca Lane, Denton, Texas at the Denton Enterprise Airport; authorizing the City Manager to execute
the Assignment of Airport Lease; and providing an effective date.
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City of Denton

| City Hall
ary 215 E. McKinney Street
DENTON Denton, Texas

www.cityofdenton.com

AGENDA INFORMATION SHEET

DEPARTMENT:  Airport

ACM: Frank Dixon
DATE: November 13, 2024
SUBJECT

Receive a report, hold a discussion, and provide recommendation to City Council regarding the approval
of Assignment Airport Lease from First Financial Resources, Inc. to DSR-Cherokee 180, LLC covering
property at 910 Aeronca Lane, Denton, Texas at the Denton Enterprise Airport; authorizing the City
Manager to execute the Assignment of Airport Lease; and providing an effective date.

BACKGROUND

The lease agreement is a 20-year agreement, dated January 12, 2012, effective January 12, 2012, to January
12, 2032. The lease will revert at the end of term. The .508-acre parcel includes one, 8,000 square foot
building.

DSR-Cherokee 180, LLC is a current tenant of the City and is interested in acquiring the hangar to expand
their Flight Training and Rental services. The proposed assignment does not include renegotiated terms or
conditions.

RECOMMENDATION
Airport Staff recommends approval of the Consent to Lease Assignment (Exhibit 4)

PRIOR ACTION/REVIEW (Council, Boards, Commissions)
Council approved the lease agreement on January 12, 2012, Ordinance 2012-012.
Council approved a first amendment on January 4, 2022, Ordinance 21-2740.

FISCAL INFORMATION

This property lease is for .508 acre of land for a current annual lease rate of $17,289.61. The annual lease rate
is subject to a Consumer Price Index (CPI) increase, every two years, with the next adjustment to occur on
January 13, 2026.

A transfer fee of $1000 have been received from Assignee.

EXHIBITS
1. Agenda Information Sheet
2. Location Map
3. Consent to Lease Assignment

Respectfully submitted:
Leanne Alexander, A.C.E.
Airport Analyst
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Location Map L @ Legend
v 3§ @ DSR-Cherokee 180, LLC
910 Aeronca Lane

Assignor: First Financial Resources, Inc.
Assignee: DSR-Cherokee 180, LLC
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Docusign Envelope ID: 49D8CODF-6E3D-404D-9C7D-2CDB2748B984

DATE:

ASSIGNOR:

ASSIGNEE:

LANDLORD:

LEASE:

PREMISES:

ASSIGNMENT OF AIRPORT LEASE
DENTON ENTERPRISE AIRPORT

, 2024

First Financial Resources, Inc.
DSR-Cherokee 180, LLC
City of Denton, a Texas home-rule municipal corporation

January 12, 2012, Lease Agreement, Ordinance 2012-012
January 4, 2022, Lease Amendment, Ordinance 21-2740

0.508-acre parcel, along with certain leasehold improvements, located at 910
Aeronca Lane, Denton, TX, Denton Enterprise Airport, all as described in the
Lease

Assignor assigns to Assignee its interest in the Lease.

A. Assignee agrees to:

1.

Assume Tenant's obligations under the Lease.

2. Accept the Premises in their present "as is" condition.

3.

Complete all obligations of transfer and purchase from Assignor prior to this
Assignment of Airport Lease becoming effective.

B. Landlord consents to this Assignment of Airport Lease:

1.

Landlord agrees that following assignment, it shall look solely to Assignee
for fulfillment of the Lease obligations.

C. Assignor agrees that:

1.

2.

Assignor confirms that the Lease with respect to the Premises is to be
transferred to DSR-Cherokee 180, LLC.

On or before the date of this Assignment of Airport Lease, Assignor will pay
or will cause the Assignee to pay to Landlord a $1,000 transfer fee.

[Signatures on following pages]

Page 1 of 2
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Docusign Envelope ID: 49D8CODF-6E3D-404D-9C7D-2CDB2748B984

Assignor:
First Financial Resources, Inc.
a Delaware Subchapter “S” Corporation

Signed by:

Buron. . tart

Byr’oﬁutd. Hart, President

Assignee:
DSR-Cherokee 180, LLC

DocuSigned by:

EMM Carfmr

647

3FB693B3. .
Sherman Gardner, Managing Partner

Consent: Approved as to Legal Form
Landlord:
City of Denton bocuSigned by:
ﬁ/uwuﬂ,m (i
Sara Hensley, City Manager Maéfé)ﬁgfﬁw\fﬁd, City Attorney
ATTEST:

Lauren Thoden, City Secretary

Page 2 of 2
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AGENDA CAPTION
Receive a report and hold a discussion regarding airport rates and fees.
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City of Denton

‘ City Hall
ary 215 E. McKinney Street
DENTON Denton, Texas

www.cityofdenton.com

AGENDA INFORMATION SHEET

DEPARTMENT: Denton Enterprise Airport

ACM: Frank Dixon
DATE: November 13, 2024
SUBJECT

Receive a report and hold a discussion regarding airport rates and fees.

BACKGROUND

This update aims to provide a transparent look at the airport’s financial health, the outcomes of the
General Aviation Fee Study, and the proposed adjustments that could help the airport remain competitive
while ensuring long-term financial sustainability.

The airport has experienced notable growth over the past 20 years, marked by an increase in General
Aviation (GA) activities and a corresponding expansion in infrastructure. Key growth areas include the
addition of hangars and leased spaces, as well as improvements to taxilanes, taxiways, and runways to
accommodate increasing air traffic and ensure safety.

Airport Financial Condition

Economic factors such as inflation and other budgetary considerations will be presented as well as an
overview of Airport revenue and financial trends. A summary of the Airport’s current and projected
financial health will also be provided.

General Aviation Fee Study Overview

The General Aviation Fee Study, conducted by Aviation Management Consulting Group (AMCG), will
be discussed in detail. This includes information on the purpose of the study, its scope of work, and its
timeline. A comprehensive comparison with other competitive airports, both regionally and nationally,
will be included to assess the airport’s fee structure relative to industry standards.

Key Findings and Alternatives

The study’s significant findings will be outlined, including the consultant's rate alternatives. A breakdown
of each revenue stream will be provided, highlighting the current versus recommended rates based on the
study’s analysis.

A comparison of alternative rate options will be presented, examining potential adjustments in the areas
such as:

e Fuel Flowage Fees

o Landing Fees

o Percentage of Gross Receipts Fees
e Aecronautical Permit Fees

e Airport Access Fees

A draft proforma will show the impact of the alternative fee adjustments.
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Next Steps
Staff is not currently seeking a recommendation from the Airport Advisory Board, but desires initial

feedback based on the presentation and study alternatives.

The process moving forward will involve two (2) public meetings to gather stakeholder feedback,
followed by a review and recommendation from the Airport Advisory Board (AAB), scheduled for
December. Afterward, the Airport Rates and Fees schedule will be presented to the City Council in a
January Work Session. Final consideration of updated rates and fees is scheduled for January.

EXHIBITS
1. Agenda Information Sheet
2. Draft General Aviation Fee Study
3. Presentation (to be provided at the meeting)

Respectfully submitted:
Ryan Adams
Airport Director
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AMCG

Aviation Management
Consulting Group

July 12, 2024

Ryan Adams
Director of Airport
5000 Airport Road
Denton, Texas 76207

RE: General Aviation Fee Study
Dear Ryan:

In accordance with your request and authorization, Aviation Management Consulting
Group (AMCG) has prepared a summary report for the General Aviation Fee Study for
the Denton Enterprise Airport for your review and consideration. It is AMCG’s
recommendation that the City of Denton establish general aviation fees utilizing a cost
recovery-based approach or methodology, not a market-based approach.

Based on the type of general aviation fees selected by Airport management for
implementation, AMCG has provided a recommendation for the fee amounts and
developed a General Aviation Fee Schedule.

AMCG is pleased to have been called on to conduct this General Aviation Fee Study.
Please contact me if you have any questions pertaining to this analysis or the
recommendations provided.

Helping your aviation management excellence,
D‘,—j( ) %JNQ\
David C. Benner, C.M.

Managing Principal
Aviation Management Consulting Group

9085 East Mineral Circle | Suite 315 | Centennial, Colorado | 80112-3499 | 303.792.2700 | www.aviationmanagement.com
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AMCG

EXECUTIVE SUMMARY

. EXECUTIVE SUMMARY

Airport:

Scope of Work:

Date of Report:
Methodology:

Fee Recommendations:

Denton Enterprise Airport
5000 Airport Road
Denton, Texas 76207

The City has engaged Aviation Management Consulting
Group (AMCG) to prepare a General Aviation Fee Study for
the Denton Enterprise Airport. Based on the type of general
aviation fees selected by Airport management for
implementation, AMCG has provided a recommendation for
the fee amounts and developed a General Aviation Fee
Schedule.

July 12, 2024

AMCG recommends that the City establish general aviation
fees utilizing a cost recovery-based approach or
methodology, not solely a market-based approach.

The following table identifies the recommended general
aviation fees for the Airport.

Type of Fee Fee

Fuel Flowage Fee $0.22 per gallon
Landing Fee $2.50 per 1,000 Ibs. MGLW
Percentage of Gross Receipts 12% for existing agreements
Aeronautical Permit Fees $500 - $1,500 per year
Airport Access Fee $15- %25

General Aviation Fee Study

City of Denton, Denton Enterprise Airport (07/12/2024)

146



AMCG INTRODUCTION

Il. INTRODUCTION
A. Scope of Work

The City of Denton (City) has engaged Aviation Management Consulting Group (AMCG)
to prepare a General Aviation Fee Study for the Denton Enterprise Airport (Airport). Based
on the type of general aviation fees selected by Airport management for implementation,
AMCG has provided a recommendation for the fee amounts and developed a Geneal
Aviation Fee Schedule for the Airport.

To achieve this objective, AMCG identified current industry practices for establishing
general aviation fees including identification of the types of fees that are generally
charged and the measures that are generally utilized in the industry.

The results of this analysis, AMCG’s recommendations for the structure of a general
aviation fee program, and the methodology for determining the general aviation fees are
outlined in this summary report.

B. Project Approach
To achieve the scope of work, AMCG completed the following work program:

> identified the elements of the existing general aviation fee program at the
Airport,

> identified current industry practices,

» obtained and analyzed general aviation fees (and related information) from
comparable airports and competitive airports identified, and

»  provided recommendations to Airport management for the methodology and
types of the general aviation fees.

Based on the structure of the general aviation fees selected by Airport management,
AMCG has provided recommendations for the fee amounts.

C. General Aviation Fee Summary

Table 1 provides a brief overview of general aviation fees typically charged by airports,
the current situation, industry practices, and recommendations for the City’s
consideration.

It is important to note that additional fees may be imposed by the City or commercial
aeronautical operators at the Airport. However, this analysis is focused solely on general
aviation fees charged by the City, as the airport sponsor, for the aeronautical use of the
airport. Each of the below fees are addressed in detail in this report.

General Aviation Fee Study 2
City of Denton, Denton Enterprise Airport (07/12/2024)
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Table 1 - General Aviation Fee Summary

Type of General Aviation ('_2urre_nt Industry Practices Recommendation
Fee Situation
Fuel Flowage Fee Yes Most common Yes
Landing Fee No Moderately common Yes
Aircraft Parking Fees No Moderately common No
Percentage of Gross Receipts Yes Less common Yes
Aeronautical Permit Fees Yes Moderately common Yes
Based Aircraft Fee No Less common No
Through-the-Fence Fee No Less common No
Airport Access Fee Yes Moderately common Yes

D. Current Situation

It is AMCG's understanding that the City currently charges the following general aviation
fees at the Airport.

1. Fuel Flowage Fee

The Airport charges a fuel flowage fee (i.e., aviation fuel delivery fee) for the Fixed Based
Operator (FBO) of $0.17 per gallon and $0.29 per gallon for non-commercial self-fueling.
The fuel flowage fee is charged based on the number of gallons delivered to the fuel
storage facility.

2. Percentage of Gross Receipts Fee

Based on discussions with Airport management, AMCG understands the FBO lease
agreement includes a 12% fee for the gross receipts related to hangar and tiedown used
on the FBO’s leased premises by transient customers.

3. Aeronautical Permit Fee

The Airport charges an aeronautical permit fee (i.e., lease development application fee)
of $1,000 for any development application, regardless of the type of activity.

4. Airport Access Fee

The Airport charges an airport access fee (i.e., access card fee) of $20.00 for a new or
replacement card without a renewal fee.

General Aviation Fee Study 3
City of Denton, Denton Enterprise Airport (07/12/2024)
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lll. INDUSTRY PRACTICES

Based on industry experience and supported by the information contained in AMCG’s
proprietary industry database (which is utilized to track, monitor, and analyze general
aviation fee data and trends), AMCG has identified current industry practices for
establishing general aviation fees. A summary of these findings which, in AMCG’s
opinion, are representative of current industry practices for establishing general aviation
fees is outlined in this section.

A. Fuel Flowage Fees

Commonality — Fuel flowage fees are currently the most common general aviation fee
implemented by airport sponsors.

Methodology — When a fuel flowage fee is charged by an airport sponsor, fueling entities
(both commercial and non-commercial) are typically required to collect and/or pay a fuel
flowage fee for each gallon of fuel sold or dispensed at the airport through a lease
agreement. Fuel flowage fees are typically paid on a “cents per gallon” basis and range
from $0.05 per gallon to $0.40 per gallon. Typically, airports served by air carriers exempt
these entities from fuel flowage fees since air carriers pay landing fees under agreement
with the airport sponsor. Also, government aircraft may be exempt from fuel flowage fees.

Collection — Fuel flowage fees are typically collected directly by the airport sponsor on a
monthly or annual basis.

B. Landing Fees

Commonality — Historically, landing fees have not been charged by airport sponsors to
general aviation aircraft operators. Due to advancements in technology, more airports are
beginning to charge landing fees as an alternative to, or in addition to, fuel flowage fees.

Methodology — When charged, landing/departure fees are commonly based on aircraft
weight and a “cents per 1,000 pounds” approach using historic airport costs and the gross
landed weight for all aircraft using the airport. In the alternative, landing/departure fees
can be charged in accordance with an established schedule (i.e., aircraft within
designated weight ranges pay the same fee) and a minimum fee may be specified. In
some cases, based aircraft and/or aircraft under a specified weight (e.g., 5,000 pounds
max gross landed weight) are exempt from landing/departure fees.

Collection — Landing fees may be collected directly by the airport sponsor, or the airport
sponsor may have an agreement with a commercial operator to collect and remit landing
fees. The agreement may allow the commercial operator to retain a portion of the landing
fees collected as compensation for services rendered by the commercial operator. The
amount retained is often referred to as an administrative fee.

General Aviation Fee Study 4
City of Denton, Denton Enterprise Airport (07/12/2024)
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C. Aircraft Parking Fees

Commonality — Aircraft parking fees are typically charged for the use of airport sponsor
owned ramp areas for transient aircraft parking. While fees may be charged for day use,
most common fees are charged for overnight use.

Methodology — Typically, aircraft parking fees are charged in accordance with an
established schedule (i.e., aircraft within designated weight and/or size ranges pay the
same fee) and a minimum fee may be specified. In the alternative, aircraft parking fees
may be charged on a “cents per 1,000 pounds” approach and a minimum fee may be
specified.

Collection — Aircraft parking fees may be collected directly by the airport sponsor, or the
airport sponsor may have an agreement with a commercial operator to collect and remit
aircraft parking fees. The agreement may allow the commercial operator to retain a
portion of the aircraft parking fee collected as compensation for services rendered by the
commercial operator. The amount retained is often referred to as an administrative fee.

D. Percentage of Gross Receipts

Commonality — Over the years, a percentage of gross receipts fee has become less
common. In those instances where a percentage of gross receipts is charged, fuel sales
are typically exempt from inclusion, especially when fuel flowage fees are charged by the
airport sponsor. In addition, other general aviation sales (e.g., aircraft sales, parts, and
accessories) may also be exempt due to the product (as opposed to service) nature and
the high dollar amounts typically involved. According to the Airport Development
Acceleration Act (Anti-Head Tax Act) of 1973, a percentage of gross receipts cannot be
charged for aircraft charter activities since such activities are subject to a ticket or
segment tax.

Methodology — The amount of the fee and any exceptions or exemptions is typically
stipulated in the lease agreement between the airport sponsor and the commercial
operator.

Collection — Percentage of gross receipts fees are typically collected directly by the airport
sponsor on a monthly or annual basis.

General Aviation Fee Study 5
City of Denton, Denton Enterprise Airport (07/12/2024)
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E. Aeronautical Permit Fees

Commonality — Historically, aeronautical permit fees have not been charged by airport
sponsors. However, these types of fees are becoming more common. When charged,
aeronautical permit fees are typically charged on a monthly or annual basis depending
on the type of aeronautical activity being conducted.

Methodology — Aeronautical permit fees are typically based on a flat amount that must be
paid to obtain a permit to operate a commercial business at the airport. The operating
permit typically expires on an annual basis, thus requiring aeronautical permit fees to be
paid annually for renewal.

Collection — Aeronautical permit fees are typically collected directly by the airport sponsor
on a monthly or annual basis.

F. Based Aircraft Fee

Commonality — Historically, based aircraft fees have not been charged by airport
sponsors to based aircraft. However, more airports are beginning to consider based
aircraft fees to augment landing fees if based aircraft are exempt from the landing fee.

Methodology — When charged, based aircraft fees are commonly charged on a “cents per
1,000 pounds” approach (similar to landing fees). In the alternative, based aircraft fees
can be charged in accordance with an established schedule (i.e., aircraft within
designated weight and/or size ranges pay the same fee).

Collection — Based aircraft fees may be collected directly by the airport sponsor, or the
airport sponsor may have an agreement with a commercial operator to collect and remit
based aircraft fees. The agreement may allow the commercial operator to retain a portion
of the based aircraft fees collected as compensation for services rendered by the
commercial operator. The amount retained is often referred to as an administrative fee.

G. Through-the-Fence Fee

Commonality — Historically, there has been significant variability in the basis and
implementation of through-the-fence fees charged by airport sponsors to aeronautical
users directly accessing the Airport through adjacent properties. However, in conjunction
with guidance from the FAA and Airport Cooperative Research Program (ACRP) Report
114 Guidebook for Through-the-Fence Operations, more airport sponsors are
reconsidering the basis and implementation of a through-the-fence fee.

Methodology — When charged, through-the-fence fees can be a monthly, annual, or a
payment per event, with the fee based on an appropriate rental rate if such property was
located on the airport.

Collection — Through-the-fence fees are typically collected directly by the airport sponsor
through a through-the-fence access agreement.

General Aviation Fee Study 6
City of Denton, Denton Enterprise Airport (07/12/2024)
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H. Airport Access Fees

Commonality — Historically, airport access fees have not been charged by airport
sponsors to general aviation users. However, more airports are implementing security
measures and beginning to charge airport access fees.

Methodology — Typically, airport access fees are charged in accordance with an
established schedule on a monthly or annual basis. Depending on the approach and
infrastructure, the airport access fee may be charged for individual access (for an airport
badge, gate card, keys, or other instrument) or for vehicle access (vehicle permit or other
instrument).

Collection — Airport access fees are typically collected directly by the airport sponsor upon
issuance of the badge, gate card, keys, permit, and/or other instrument. Additionally,
airport access fees are typically collected on an annual basis.

General Aviation Fee Study 7
City of Denton, Denton Enterprise Airport (07/12/2024) 152
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IV. SIGNIFICANT FINDINGS

Consistent with the project approach, general aviation fees at comparable and
competitive airports were analyzed.

A. Comparable Airports

The first step in identifying comparable airports is developing an accurate profile of the
Airport. The profile was developed based on data available from various sources,
including the FAA. The Airport profile provided the basis for establishing the criteria and
parameters for identifying comparable airports.

The selection of comparable airports was based on aeronautical activity and infrastructure
criteria including the following:

» The Airport is utilized solely by the general aviation segment of the market. As such,
airports with significant air carrier operations were not considered comparable.

» The Airport has 2 runways, one of which is 7,002 feet long. Airports with at least one
runway that is 5,000 feet or longer were considered comparable.

» The Airport consists of 929 acres of land. Airports having total acreage between 600 and
1,350 acres were considered comparable.

» The Airport is classified as a Reliver airport in the FAA NPIAS. As such, only Reliver
airports were considered comparable.

» The Airport is classified as a National airport in the FAA General Aviation Airport Asset
Study. As such, only National airports were considered comparable.

» The Airport does have a control tower and precision approach. As such, airports
with a control tower and a precision approach were considered comparable.

» For the 12-month period ending December 31, 2023 (as reported by the FAA
Master Record 5010), general aviation itinerant operations at the Airport totaled
83,653. As such, the range for general aviation itinerant operations was
established at 40,000 to 120,000.

» For the 12-month period ending December 31, 2023 (as reported by the FAA
Master Record 5010), total operations at the Airport totaled 196,034. As such, the
range for total operations was established at 90,000 to 300,000.

> The number of based aircraft at the Airport as of December 31, 2023 (as reported
by the FAA Master Record 5010) was 420. As such, the range for based aircraft
was established at 200 to 600.

While a total of 10 airports were considered comparable to the Airport, general aviation
fees and related information from 9 airports' were obtained and analyzed, as shown in
Table 2.

1 Relevant and useable information was not available from Kissimmee Gateway Airport (ISM).

General Aviation Fee Study 8
City of Denton, Denton Enterprise Airport (07/12/2024)
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Table 2 — Comparable Airports Summary

Fuel Aircraft Percentage Aeronautical Based Through Airport

Flowage LaFr:ll:g Parking of Gross Permit Aircraft -the- Access
Fees Fees Receipts Fees Fees Fence Fees

Comparable

Airports

D_enton Enterprise Vs No No Yes? Yes No No Yes
Airport

Chino Airport Yes No Yes Yes Yes No N/A Yes
Dgllas Executive Yes No No No No No No No
Airport

O.rlando Executive No No No Yes Yes No No No
Airport

McKi

Nprth I;as Vegas Yes N/A Yes No Yes No No Yes
Airport

Hillsboro Airport Yes Yes Yes No No No No No
San.Marco.s Yes No Yes Yes No No No No
Regional Airport

Splrlt of St. Louis No No No No No No No No
Airport

Tglsa Riverside Yes No N/A N/A Yes No N/A N/A
Airport

N/A indicates relevant and usable information was not available
*Denotes sponsor operated FBO

Significant findings follow (excluding the Airport):

» Fuel flowage fees
o 6 airports charge fuel flowage fees
o The fuel flowage fees range from $0.065 to $0.10 per gallon (a mean of
$0.085 per gallon)
» Landing fees
o 1 airport charges landing fees
o The landing fee is $3.68 per 1,000 pounds maximum gross landed weight
(MGLW)
» Aircraft parking fees
o 5 airports charge aircraft parking fees
o 1 of the 5 airports charge daily aircraft parking fees ranging from $5.00 to
$10.00 per day (a mean of $7.50 per day) depending on type of aircraft
» Percentage of gross receipts fee
o 4 airports charge percentage of gross receipts fees
o The percentage of gross receipts fees range from 1.0% to 5.5%
» Aeronautical permit fees
o 5 airports charge aeronautical permit fees

Applies to FBO only
3 ldentified as a competitive and comparable airport. Fees and related information will be included in the competitive
and comparable airport data which is reflective of the relative proximity and aeronautical comparability.

General Aviation Fee Study 9
City of Denton, Denton Enterprise Airport (07/12/2024) 154
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o The aeronautical permit fees range from $50.00 to $750.00 (a mean of
$325.00)
> Based Aircraft Fee
o No pertinent information obtained
» Through-the-Fence Fee
o No pertinent information obtained
» Airport access fees
o 3 airports charge airport access fees
o The airport access fees ranging from $25.00 to $50.00 (a mean of $38.00)

B. Competitive Airports

Typically, an airport is considered competitive if located in proximity to the Airport and
serves a similar market. Each airport identified is then compared to the Airport based on
(1) infrastructure and (2) available products, services, and facilities.

For the purposes of this study, airports within 45 nautical miles of the Airport were
identified as being potentially competitive airports. While a total of 9 airports were
considered competitive to the Airport, general aviation fees and related information from
9 competitive airports were obtained and analyzed, as shown in Table 3.

Table 3 — Competitive Airports Summary

Fuel Aircraft Percentage Aeronautical Based Through Airport

Flowage LaFr:ll:g Parking of Gross Permit Aircraft -the- Access

Competitive

Airports

Fees Fees Receipts Fees Fees Fence Fees
D_e nton Enterprise Yes No No Yes* Yes No No Yes
Airport
Addison Airport Yes No No No No No Yes Yes
Arlln_gt_on . . Yes No Yes N/A No No No No
Municipal Airport
Dgllas Executive Yes No No No No No No No
Airport
Fort Worth
Meacha_m Yes No Yes No No No No Yes
International
Airport
Fprt Worth Spinks Yes N/A Yes No No No No Yes
Airport
Fort Worth Yes No Yes No No No Yes Yes
Alliance Airport
McKinney
National Airport* No No Yes Yes Yes No No Yes
Mesqulte Metro Yes No Yes No Yes No No No
Airport
North Texas Yes N/A Yes No No No No No
Regional Airport

N/A indicates relevant and usable information was not available
*Denotes sponsor operated FBO

4 Applies to FBO only

General Aviation Fee Study 10
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Significant findings follow (excluding the Airport):

> Fuel flowage fees
o 8 airports charge fuel flowage fees
o The fuel flowage fees range from $0.07 to $0.35 per gallon (a mean of $0.21
per gallon)
» Landing fees
o No pertinent information obtained
» Aircraft parking fees
o 7 airports charge aircraft parking fees
o The aircraft parking fees range from $40.00 to $2,250 dependent upon
aircraft weight
» Percentage of gross receipts fee
o 1 airport charges a percentage of gross receipts fee. The amount is
negotiated
» Aeronautical permit fee
o 2 airports charge an aeronautical permit fee.
o The aeronautical permit fees range from $150 to $250.00 (a mean of
$200.00)
> Based Aircraft Fee
o No pertinent information obtained
» Through-the-Fence Fee
o 2 airports charge through-the-fence fees
o 1 airport charges a through-the-fence fees of $0.094 per square foot per
year for commercial aviation use, $881.68 per year for
recreational/incidental use and $352.00 per year for non-aeronautical use
o 1 airport charges a through-the-fence fee of $650 per month for general
aviation or small aircraft user
» Airport access fee
o 5 airports charge airport access fees
o The airport access fees range from $20.00 to $40.00 (a mean of $26.50)

It is important to note that airports must consider numerous factors when considering
which fees to enact. These factors include but are not limited to the financial ability of the
users to pay such fees, the current political climate, the airport sponsor’s approach to
business operations, as well as the goals and vision of the airport. Each airport’s unique
circumstances also contribute to the amount and type of fee charged. For example, an
airport that has a limited number of operations may not find it beneficial to charge landing
fees.

General Aviation Fee Study 11
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V. RECOMMENDATIONS
A. Cost Center Approach

Regardless of the type of general aviation fees the City ultimately decides to implement,
AMCG suggests (consistent with a best practices approach) that the costs being incurred
by the City relating to the planning, development, operation (including maintenance and
repair), management, and marketing of the Airport that are not being covered by federal
or state Airport Improvement Programs (AIP) be identified and quantified to the greatest
extent possible.

This would include, but would not necessarily be limited to, the capital and operating costs
being incurred by the City (or portion thereof), as follows:

> Airport planning projects not funded through AIP,

Airport development projects not funded through AIP,

Airport vehicles and equipment not funded through AP,

Airport reserve accounts to provide funding for future planning and development
projects and vehicles and equipment that would not be eligible for AIP funding, and
> all other operating costs (e.g., personnel, insurance, utilities, etc.).

YV VYV V

Once this is accomplished, general aviation revenues (including rents) should be
quantified, and all capital and operating costs should be deducted which results in the
cost recovery gap. Consistent with a best practices approach, the City should implement
a general aviation fee program designed to close the gap between general aviation
related revenues and the associated capital and operating costs.

If the general aviation fees necessary to close the gap are unreasonable or not within the
bounds of the market, AMCG recommends that an appropriate portion (or percentage) of
the gap should be targeted (cost recovery target).

B. Fees Recommended
1. Fuel Flowage Fee

AMCG recommends the City continue to charge a fuel flowage fee (i.e., aviation fuel
delivery fee) at the Airport and analyze existing agreements to ensure fuel flowage fee
payments are correct.

Generally, airport sponsors, aviation businesses, and aircraft operators believe a fuel
flowage fee is an acceptable way of recovering airport costs. In comparison to other fees,
fuel flowage fees are relatively easy to administer as fuel flowage fees are typically
collected and remitted (or paid directly) by the fueling entity (commercial and non-
commercial) to the airport sponsor.

General Aviation Fee Study 12
City of Denton, Denton Enterprise Airport (07/12/2024)
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The most significant downfall with charging fuel flowage fees is that only those aircraft
operators who purchase (or dispense) fuel at the airport pay the fuel flowage fee.
Therefore, aircraft operators who use the airport, but do not purchase (or dispense) fuel,
make no contribution to cover the airport costs through payment of fuel flowage fees.

Further, fuel flowage fees are typically paid on the honor system. In most cases, fueling
entities report fuel volumes without audit or there is no requirement to verify or reconcile
the amount of fuel sold (or dispensed) by a fueling entity with the amount of fuel delivered.
If the City continues charging a fuel flowage fee at the Airport, AMCG suggests fueling
entities continue to be required to pay this fee for all gallons delivered to the fuel storage
facility (as reported by the fuel supplier) as opposed to basing the fee based on gallons
sold (or dispensed).

AMCG recommends the City require fueling entities report all fuel purchased (by type),
delivered to the fuel storage facility (by type), and sold (or dispensed) at the Airport (by
type and category). This approach provides a mechanism for the City to reconcile the
gallons delivered with the gallons dispensed at the Airport.

Additionally, in the case of a discrepancy between the amount of fuel delivered to the fuel
storage facility and the amount of fuel sold (or dispensed) at the Airport, the greater
amount shall prevail and the fueling entities shall promptly pay all additional fees due the
City, plus annual interest on the unpaid balance at the maximum rate allowable by law
from the date originally due.

2. Landing Fee

AMCG recommends the City implement a landing fee at the Airport. AMCG believes a
landing fee provides the most equitable, cost-recovery, mechanism for the City and a
general aviation fee program which includes a landing fee is consistent with a best
practices approach. While a fuel flowage fee is only paid by those aircraft operators
purchasing (or dispensing) fuel at the Airport, the landing fee is paid by all aircraft
operators using the Airport.

AMCG suggests the landing fee be applicable to all aircraft operators (based and
transient) using the Airport. Additionally, AMCG suggests the landing fee apply to all
aircraft operators based on a “cents per 1,000 pounds” of MGLW approach (with an
established minimum fee) and paid on a per landing basis unless a different weight
classification is agreed to in writing by the City.

The City could collect landing fees directly from aircraft operators utilizing systems
available to record aircraft registration numbers which, in turn, can be used to generate
and send an invoice directly to the aircraft operator.

General Aviation Fee Study 13
City of Denton, Denton Enterprise Airport (07/12/2024)
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3. Percentage of Gross Receipts Fees

AMCG recommends the City continue to charge a percentage of gross receipts fee in
conjunction with the existing FBO lease agreement.

While this fee has become less common in the industry, the advantage of charging a
percentage of gross receipts fee is this provides the City with the opportunity to participate
in the success of the FBO (i.e., obtain a percentage of the revenue generated) without
taking any additional risk. As revenues increase, the payment to the City increases (i.e.,
the City participates in the upside). However, the inverse is also true in that as revenue
decreases, the payment to the City decreases. This fee can also be viewed as punitive
to successful business and could result in similarly situated aeronautical operators paying
significantly different fees.

However, the current operating environment of the Airport (i.e., one FBO) and the
structure of the percentage of gross receipts fee (i.e., transient hangar and tiedown only)
insulates the City and FBO from some of the downsides of the percentage of gross
receipts fee.

The City should conduct an annual audit of the FBO lease agreement to ensure the
percentage of gross receipts fee paid by the FBO is reflective of the transient hangar and
tiedown fees collected by the FBO.

4. Aeronautical Permit Fee

AMCG recommends the City expand the lease development application fee by
implementing an aeronautical permit fee. While the lease development application fee is
applicable to any development proposal, the aeronautical permit fee is based on the type
of aeronautical activity (commercial and non-commercial) being conducted at the Airport.

FBOs and Specialized Aviation Service Operators (SASOs) and operators providing
temporary or special activities at the Airport would be charged a commercial aeronautical
permit fee for engaging in commercial aeronautical activities at the Airport. A self-fueling
entity would be charged a non-commercial aeronautical permit fee for engaging in self-
fueling activities at the Airport.

5. Airport Access Fees

AMCG recommends the City expand the airport access fee at the Airport to include an
initial fee for issuance as well as an annual renewal fee.

Individuals approved for access to the Airport will be charged an airport access fee. The
access fee is charged based on the issuance of a gate card or key permitting access to
the airfield.

General Aviation Fee Study 14
City of Denton, Denton Enterprise Airport (07/12/2024)
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C. Fees Not Recommended
1. Aircraft Parking Fees

With regard to recovering the costs associated with the aircraft parking areas at the
Airport, AMCG believes that the City has two primary options, as follows:

»  The City could lease the aircraft parking areas to commercial operators and/or
non-commercial tenants and charge market rent (Option 1).

»  The City could allow transient aircraft to use aircraft parking areas and charge
a transient parking fee for such use (Option 2).

Based on a review of the current FBO lease agreement and historical lease practices,
AMCG understands the City has implemented Option 1 for all available aircraft parking
areas. As such, a separate aircraft parking fee is not necessary.

2. Based Aircraft Fee

AMCG does not recommend the City implement a based aircraft fee in conjunction with
the landing fee. If implemented, the based aircraft fee, applicable to all based aircraft at
the Airport, would be paid on an annual basis, rather than on a per landing basis.
However, given the significant variability in utilization of based aircraft, AMCG believes a
landing fee program applicable to based and transient aircraft is most appropriate.

3. Through-the-Fence Fee

AMCG understands through-the-fence activities are not occurring at the Airport. As such,
a through-the-fence fee is not necessary. However, if the City does allow future through-
the-fence access, AMCG recommends the through-the-fence access agreement and
related fee are based on an appropriate rental basis for all adjacent off-Airport property
with aeronautical-related access.

D. Adjustment of Fees

AMCG recommends the general aviation fees be reviewed annually based on the prior
year’s financial statements and next year’s budget for the Airport. Any deficits should be
carried forward and considered when updating the fees in the future and that any surplus
be: (1) used for non-AIP funded Airport planning or development projects (including
capital expenditures relating to non-AlIP funded Airport improvements, vehicles, and
equipment), (2) set aside in reserve accounts for future non-AIP funded planning or
development projects, or (3) carried forward for consideration in establishing fees for the
following period.

General Aviation Fee Study 15
City of Denton, Denton Enterprise Airport (07/12/2024)
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Also, and equally important, general aviation fees should not be imbedded in future lease
agreements with commercial operators or non-commercial tenants. Conversely, general
aviation fees should be established in a separate general aviation fee schedule. AMCG
suggests a provision be included in all applicable lease agreements and lease
amendments to the effect of: “To recover the costs being incurred by the City relating to
the planning, development, operation (including maintenance and repair), management,
and marketing of the Airport (that are not being covered by federal or state AIP funds),
the lessee agrees to pay the general aviation fees set forth in the Airport’s General
Aviation Fee Schedule.”

If it is necessary to include general aviation fees in a lease agreement, language should
be included in the lease agreement stipulating that the City may, at the City’s discretion,
adjust general aviation fees from time to time and the lessee agrees to pay such general
aviation fees to help recover the costs incurred by the City relating to the planning,
development, operation (including maintenance and repair), management, and marketing
of the Airport (that are not being covered by federal or state AIP funds).

General Aviation Fee Study 16
City of Denton, Denton Enterprise Airport (07/12/2024)
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GENERAL AVIATION FEES

Fees Selected

Airport management has selected the following fees for the Airport, which are subject to
the City’s approval prior to being implemented at the Airport:

B.

>

YV V V

Fuel Flowage Fee

Landing Fee

Percentage of Gross Receipts Fee
Aeronautical Permit Fee

Airport Access Fee

Financial Analysis

AMCG recast the financial statements for the Airport to determine the gap between the
Airport revenues and costs being incurred by the City based on Fiscal Year 2023. The
financial recast (Table 4 and Table 5) identifies (1) all revenues generated by the Airport,
(2) all costs incurred by the City related to the planning, development, operation (including
maintenance and repair), management, and marketing of the Airport that are not covered
by federal or state AIP, and (3) capital expenses related to historical, current, and

reserves for future development projects. Table 5 identifies the net loss for the Airport of
$204,244 which includes an annual allocation of $250,000 for future capital projects not

eligible for AIP funding or the City’s AIP match.

Table 4 — Financial Analysis Summary (Revenues)

Operating Revenues Airport
% of Total Amount

Aeronautical Rent
Land Rent 51.26%| $ 777,020
Ramp Rent 16.04%| $ 243,145
Hangar Rent 10.39%| $ 157,544
Percentage of Gross Receipts -16.03%| $  (243,034)
Total Revenue $ 934,675
% of Total Revenue 61.67%

% of Total Revenue
Other Income

Fuel Flowage Fees 20.24%]| $ 306,706
Percentage of Gross Receipts 16.03%| $ 243,034
Total Fees Revenue $ 549,740

36.27%

% of Total Revenue
Summary
TOTAL REVENUE

Agricultural Leases 0.46%| $ 6,993
Other Revenues 1.60%]| $ 24,300
Total Other Income Revenue $ 31,293

2.06%

$ 1,515,708

GROSS MARGIN

$ 1,515,708

General Aviation Fee Study
City of Denton, Denton Enterprise Airport (07/12/2024)
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It is important to note the revenue generated by the existing general aviation fee program
of $549,740 are included in Table 4 and Table 5 but removed when determining the total
cost recovery amount.

Table 5 — Financial Analysis Summary (Expenses)

Operating Expenses Airport
% of Total Amount

Operating Expenses

Bad Debts 0.13%| $ 1,899
Communications and Connectivity 0.18%]| $ 2,585
Dues/Subscriptions 0.25%| $ 3,739
Employee Benefits 6.78%| $ 99,693
Insurance 2.82%| $ 41,513
License, Fees, and Business Taxes 0.02%]| $ 282
Maintenance -0.33%| $ (4,780)
Marketing and Public Relations 0.02%| $ 323
Payroll 37.31%| $ 548,487
Payroll Taxes 2.55%| $ 37,542
Professional Services 3.01%| $ 44,202
Supplies and Materials 0.55%| $ 8,022
Training 0.21%]| $ 3,064
Travel, Meals, and Entertainment 0.10%| $ 1,537
Utilities 3.84%| $ 56,507
Vehicle/Equipment Operations 2.12%| $ 31,129
Pension Expense 8.89%| $ 130,637
Admin Transfers 30.99%| $ 455,497
Bond Sales Expense 0.55%| $ 8,074
OPERATING EXPENSES $ 1,469,952
OPERATING INCOME (EBITDA) $ 45,756
Capital Expenditure

Capital Projects Funding/Reserves 100.00%| $  (250,000)
NET INCOME (LOSS) $ (204,244)

C. Establishment of Fees

As indicated previously, regardless of the types of general aviation fees the City ultimately
decides to charge, AMCG suggests (consistent with a best practices approach) that all
costs relating to the planning, development, operation (including maintenance and repair),
management, and marketing of the Airport (not covered by federal or state AIP) be
identified and quantified to the greatest extent possible.

Once this is accomplished, revenues should be deducted from costs to determine the gap
and the City should establish a general aviation fee program that closes the gap (if
reasonable, 100% of the gap should be targeted by the City).

As identified in Table 5, the net loss is $204,244. AMCG eliminated the existing general
aviation fee revenue ($549,740) to determine the annual full cost recovery total of
$1,003,984 for Fiscal Year 2023.

General Aviation Fee Study 18
City of Denton, Denton Enterprise Airport (07/12/2024)
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1. Fee Calculation Analysis

Based on the full cost recovery total, AMCG calculated the rate for each of the general
aviation fees selected by Airport management. Table 6 outlines the fee calculations, the
recommended fee structure, and the resulting rate calculated for each general aviation
fee.

The following key underlying assumptions were utilized in development of the general
aviation fees:

a. Key Underlying Assumptions
>  General aviation fuel volumes based on Fiscal Year 2023 actual fuel volumes.

Figure 1 — General Aviation Fuel Volumes

Fuel Volumes
Fiscal Year 2023
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»  Percentage of Gross Receipts based on Fiscal Year 2023 revenue consistent
with current lease agreements.

» Landing Fee based on analysis of Virtower aircraft operations from January 1,
2024 — June 30, 2024.

Figure 2 — Non-Based Aircraft Arrivals

Perce e e e e
otal A a A a 0 A a A ag A ag

6 Mo 6 Mo A a 0 per a a pe 000 Ib

Non-Based Aircraft Operations

Light Sport 45 0.18% 90| Less than 5,000 N/A
Piston Single-Engine 23,417 92.01% 46,834| Less than 5,000 N/A]
Turbine Single-Engine 243 0.95% 486 8,250 8.25
Piston Mult-Engine 25 450 593 2.33% 1,186 5,485 5.49
Turbine Multi-Engine ’ 514 2.02% 1,028 13,185 13.19
Business Jet 453 1.78% 906 22,125 22.13
Helicopter 155 0.61% 310| Less than 5,000 N/A
Other/Military 30 0.12% 60 N/A N/A
General Aviation Fee Study 19
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>  Aeronautical Permit Fee based on existing number of aeronautical operators.

» Airport Access Fee is based on the current number of access media issued

and an estimate of annual new applications.

Utilizing a cost recovery approach with consideration given to the findings from the
comparable and competitive airports, AMCG calculated the rate for each fee selected by
Airport management. The calculated rates are conveyed in the Aeronautical Fee

Schedule provided in Section VII.

Table 6 — Fee Calculation

General Aviation Fee Calculation

Avgas

Jet

Pe e age o O Recelp
Hangar/Tiedown

All Non-Based Aircraft

Light Sport

Piston Single-Engine
Turbine Single-Engine
Piston Mult-Engine
Turbine Multi-Engine
Business Jet
Helicopter

Assumptions Fee Revenue
allo 0 € Revenue
per gallo

476,312 $0.22 $104,789
1,344,331 $0.22 $295,753

» P o age Rave o
12% $243,034

per o Average
ee Old
al Arriva per 1,000 Ib

90| Less than 5,000 $0.00 $0
46,834| Less than 5,000 $0.00 $0
486 8.25 $1.75 $7,017
1,186 5.49 $1.75 $11,394
1,028 13.19 $1.75 $23,729
906 22.13 $1.75 $35,087
310|Less than 5,000 $0.00 $0

Other/Milita 60 N/A N/A N/A
Aeronautical Permit Fee Number of Operators e Revenue
(Annual)

Fixed Base Operator 1 $1,500.00 $1,500
Aircraft Maintenance Operator 5 $750.00 $3,750
Avionics or Instrument Maintenance Operator 3 $750.00 $2,250
Aircraft Rental or Flight Training Operator 5 $750.00 $3,750
Aircraft Charter or Aircraft Management Operator 4 $750.00 $3,000
Aircraft Sales Operator 3 $750.00 $2,250
Aircraft Storage Operator 6 $750.00 $4,500
Other Commercial Aeronautical Activities 4 $750.00 $3,000
Independent Operator 2 $500.00 $1,000
Non-Commercial Flying Club 2 $750.00 $1,500
Self-Fueling Permittee 0 $500.00 $0
Airport Access Fee Number of Applicants Fee Revenue
New Application (2-year term) $0
Renewal (2-year term) $0
General Aviation Fee Study 20

City of Denton, Denton Enterprise Airport (07/12/2024)

165



7
AMCG GENERAL AVIATION FEES

2. Projected Fee Revenue

Table 7 summarizes the revenue projected based on the findings of Table 6 for each of
the fees selected by Airport management, identifies the City’s revenue potential

(predicated on the underlying assumptions), and a cost recovery target of approximately
100%.

It is important to note that while the general aviation fees are cost recovery based, general
aviation fees should be within the bounds of the market to minimize an overly negative
impact on airport activity and overall demand.

Table 7 — Projected General Aviation Fee Revenue

Projected General Aviation Fee Revenue Total Perg::lt of
-1
Fuel Flowage Fee $400,541 53.60%
Percentage of Gross Receipts Fee $243,034 32.52%
Landing Fee $77,227 10.33%
Aeronautical Permit Fee $26,500 3.55%
Airport Access Fee $0 0.00%

Potential Fees Revenue $747,303

Full Cost Recovery Total $753,984
Cost Recovery Target (Percent) 100%
Cost Recovery Target (Amount) $753,984
Cost Recovery Reconciliation ($6,681)

The projected fee revenue is predicated on the below implementation:

> The Fuel Flowage Fee program will be modified to $0.22 per gallon.

» The Percentage of Gross Receipts Fee will continue in a manner consistent with
existing lease agreements.

» A Landing Fee will be implemented.

An Aeronautical Fee will be implemented.

» Airport Access Fee will be modified for new applicants and renewals.

A\

General Aviation Fee Study 21
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VII.

GENERAL AVIATION FEE SCHEDULE

TYPE OF FEE FEE
Fuel Flowage Fee
Avgas $0.22
Jet $0.22
Percentage of Gross Receipts
Hangar/Tiedown 12% for existing agreements
Landing Fee
All Non-Based Aircraft
Light Sport $0.00
Piston Single-Engine $0.00

Turbine Single-Engine
Piston Mult-Engine
Turbine Multi-Engine
Business Jet

$1.75 per 1,000 MGLW
$1.75 per 1,000 MGLW
$1.75 per 1,000 MGLW
$1.75 per 1,000 MGLW

Helicopter $0.00
Other/Military N/A
Aeronautical Permit Fee
Fixed Base Operator $1,500.00
Aircraft Maintenance Operator $750.00
Avionics or Instrument Maintenance Operator $750.00
Aircraft Rental or Flight Training Operator $750.00
Aircraft Charter or Aircraft Management Operator $750.00
Aircraft Sales Operator $750.00
Aircraft Storage Operator $750.00
Other Commercial Aeronautical Activities $750.00
Independent Operator $500.00
Non-Commercial Flying Club $750.00
Self-Fueling Permittee $500.00
Airport Access Fee
New Application (2-year term)
Renewal (2-year term)
Other Fees
Aircraft Waitlist Fee $100.00

General Aviation Fee Study
City of Denton, Denton Enterprise Airport (07/12/2024)
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VIIl. RENTAL RATE COMMENTS

In addition to the cost-recovery general aviation fee analysis, Airport management
requested input on the current rental rates for Airport property consisting of land and
hangars. Based on the current Airport Rates and Charges Schedule and an appraisal
report conducted by Airport & Aviation Appraisals, Inc. (dated November 27, 2022),
AMCG understands the following:

> Rent for aeronautical land range from $0.33 to $0.41 per square foot per year
» Rent for Small T-Hangars (961 sf) is $350 per unit per month

> Rent for Medium T-Hangars (1,132 square feet) is $400 per unit per month

> Rent for Large T-Hangars (1,332 square feet) is $600 per unit per month

> Rent for Box Hangars (1,287 square feet) is $4.90 per square foot per year

Consistent with FAA guidance, AMCG recommends rent for airport land and
improvements be established through a market-based approach (based on similar land
and improvements at comparable and competitive airports), rather than a cost-recovery
approach. The appraisal report conducted by Airport & Aviation Appraisals, Inc. utilizes a
market-based approach, and the conclusions are reasonable and within the market. While
there is room within the market to increase the rental rates, the current rental rates do not
appear to be unreasonably low for the Airport or market.

AMCG recommends conducting a market-based analysis at least every five years with
an index-based adjustment (e.g., consumer price index) adjustment on an annual basis.

General Aviation Fee Study 23
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DENTON ENTERPRISE AIRPORT ¢ DTO

MONTHLY OPERATIONS REPORT
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The following tables provide details on operations, fueling, based aircraft, alerts,
incidents, and wildlife management efforts. Historical Airport Operations, Exhibit 1, and

Historical Fuel Flowage, Exhibit 2, provides airport historical operations and fuel
flowage data from 2014-2024.

OPERATIONS (Calendar Year)

Opﬁ;‘;‘"" Oct-23 | Oct-24 |% Change| 2023 YTD | 2024 YTD |% Change
IFR Itinerant 987 o74|  -13%|  7679| 10061  310%
VFRItinerant | 7,452| 10,334 | 38.7%| 69,388 | 87999 |  268%
Local 90923 12567 |  266%| 98296 | 90,359 |  -8.1%
Total 18362 | 23875| 300%| 175363 | 188419 |  7.4%

Type Sep-23 Sep-24  |% Change | 2023 YTD | 2024 YTD |% Change
AvGas 44,820 58,281 30.0%| 476,312 | 609,222 27.9%
Jet A 110,451 86,916 -21.3%| 1,344,331 | 1,090,654 -18.9%
Total 155,271 145,197 -6.5%| 1,820,643 | 1,699,876 -6.6%

“Dedicated to Quality Service”
www.cityofdenton.com
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Monthly Operations Report
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ALERTS

Date Type

Description

10/10/2024 | Alert I

A pilot in a single-engine aircraft reported engine trouble over
Lake Ray Roberts. The aircraft was able to land safely at the
airport and taxi to the FBO without further incident.

10/14/2024 | Alert |

A Cessna 172 had a flat tire after hours on RWY 36R at A4.
Airport Ops and Fire 9 both received the Alert and Fire 9 was
able to help push the aircraft back to the ramp without further
incident.

10/23/2024 | Alert 111

After takeoff on Rwy. 18L, the pilot of a Stearman reported that
the engine began running rough and coughed. At that point he
decided to do a 180 and return to the departure end of the runway
opposite direction, 36R. The aircraft landed on the runway and
immediately scraped both wings and breaking the left main gear
rim before coming to rest in the grass just South of A4. No
injuries were reported. The incident was reported to the FAA and
the aircraft was removed without further incident. The incident
investigation is still ongoing.

10/27/2024 | Alert I

The pilot in a Marchetti S211 reported engine trouble but was
able to land safely and taxi to parking without further incident.

INCIDENTS
Date Description
10/30/2024 The pilot in a Piper Cherokee reported engine trouble holding short or Rwy.

18L at Al. The pilot shut down the engine and the FBO was able to tug the
aircraft to parking without further incident.
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November 2024

The following provides a status update on the capital improvement projects that are in
progress at the Airport:

RWY 18L.-36R Reconstruction (Updated)

The project has now reached substantial completion. The final walk-through was
completed on Tuesday, October 29'". The flight check for the PAPIs has been completed
along with the striping and miscellaneous electrical work. The contractor will be
spreading more fertilizer and grass seed in the coming weeks to assist in the vegetation
growth between the runways and taxiways. All of this work will be completed without
requiring any additional runway closures, and we anticipate it to be complete sometime in
mid-November.
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Airport Advisory Board/City Council Airport Related Items
**Council Airport Committee — Dissolved 09/28/2021

***Legal Review Airport Advisory Board City Council
Description Date Action Date Action
Pending Items

HC Commercial — Lease Agreement — Site 10 11/13/2024 Pending 11/19/2024 Pending
First Financial Resources — Lease Assignment 11/13/2024 Pending 11/19/2024 Pending
Airport Financial Analysis 11/13/2024 | Work Session | 01/28/2025 Work Session
Chapter 3 Amendment Pending Pending Pending Pending
GKY Holdings 1, LLC — Lease Agreement (7B/Tract 2) Pending Pending Pending Pending
Completed Items with Airport Advisory Board and City Council

Airport Leasing and Development Policy 09/11/2024 | Approved 6-0 | 10/15/2024 Approved 7-0
US Trinity Aviation, LLC — Lease Agreement — Site 9 10/09/2024 | Approved 7-0 | 10/15/2024 Approved 7-0
GKY Holdings 1, LLC — Lease Amendment 08/14/2024 | Approved 5-0 | 09/17/2024 Approved 7-0
Airport Master Plan 03/20/2024 | Approved 5-0 | 04/02/2024 Approved 7-0
Airport Financial Update 03/20/2024 Work Session N/A N/A
Roanoke Air and Auto, Inc — Lease Agreement 03/20/2024 | Approved 5-0 | 04/02/2024 Approved 7-0
Hangar 10 Flying Museum — Lease Assignment 02/14/2024 | Approved 6-0 | 02/20/2024 Approved 7-0
GKY Holdings 1, LLC — Lease Amendment 12/06/2023 | Approved 4-0 | 12/12/2023 Approved 6-0
Financial Analysis 12/06/2023 | Approved 4-0 | 12/12/2023 Approved 6-0
Nebrig Properties, LP — Lease Assignment 12/06/2023 | Approved 4-0 | 12/12/2023 Approved 6-0
TxDOT — Primary Runway Reconstruction Project 10/11/2023 | Approved 4-0 | 10/24/2023 Approved 6-0
Victory Aviation Supplies, LLC — Consent to Subsublease 09/13/2023 | Approved 4-0 | 09/26/2023 Approved 7-0
Ronald J. Gowan — Lease Assignment 09/13/2023 | Approved 4-0 | 09/26/2023 Approved 7-0
Petersen Hangars, LLC — Lease Assignment 09/13/2023 | Approved 4-0 | 09/26/2023 Approved 7-0
Dave Austin — Lease Assignment 08/09/2023 | Approved 5-0 | 08/15/2023 Approved 7-0
DTO 4858, LLC — Lease Assignment 08/09/2023 | Approved 5-0 | 08/15/2023 Approved 7-0
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Airport Advisory Board/City Council Airport Related Items
**Council Airport Committee — Dissolved 09/28/2021

***Legal Review Airport Advisory Board City Council
Description Date Action Date Action

US Trinity — Lease Assignment 02/23/2023 | Approved 4-0 | 03/07/2023 Approved 6-0
TxDOT — Runway Rehabilitation Project 12/14/2022 | Approved 7-0 1/10/2023 Approved 5-0
THP Air, LLC — Lease Amendment 12/14/2022 Approved 7-0 1/10/2023 Approved 5-0
Sykes-Vaughan Investments, LLC — Lease Assignment x 6 11/9/2022 Approved 6-0 | 12/15/2022 Approved 7-0
Airport Rates and Fees Schedule 9/14/2022 Approved 5-0 9/27/2022 Approved 7-0
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