CITY OF MERCED y

“Crateway o Yosomite”

WELCOME TO YOUR REGIONAL AIRPORT AUTHORITY
MEETING OF THE CITY OF MERCED

AUTHORITY MEMBERS

Larry Morelock-Chair, Alvin Osborn-Vice-chair, John Sundgren,
Russ Cowperthwaite, Rodrigo Flores, Ryan Smith and Michael Bodine.

AGENDA
SPECIAL MEETING
7:00 pm TUESDAY
COUNCIL CHAMBERS SEPTEMBER 23, 2014
678 WEST 18" STREET
MERCED, CALIFORNIA (www.cityofmerced.orq)

STAFF REPORTS OR OTHER WRITTEN DOCUMENTATION RELATING TO EACH ITEM OF
BUSINESS REFERRED TO ON THE AGENDA ARE ON FILE IN THE AIRPORT
ADMINISTRATION OFFICE OF THE AIRPORT SUPERINTENDENT. ANY PERSON WHO HAS
QUESTIONS CONCERNING ANY AGENDA ITEM MAY CALL THE AIRPORT
SUPERINTENDENT AT (209) 385-6873 TO MAKE INQUIRY REGARDING THE NATURE OF THE
ITEM DESCRIBED ON THE AGENDA. PRIOR TO EACH REGULAR REGIONAL AIRPORT
AUTHORITY MEETING, A COMPLETE AGENDA PACKET IS AVAILABLE FOR REVIEW IN
THE FOYER OUTSIDE THE COUNCIL CHAMBERS AND ON THE CITY’S WEBSITE AT
WWW.CITYOFMERCED.ORG. ANY DOCUMENTS PROVIDED TO A MAJORITY OF THE
COMMITTEE MEMBERS AFTER THIS AGENDA IS POSTED WILL BE AVAILABLE FOR
PUBLIC INSPECTION IN THE CITY CLERK’S OFFICE DURING NORMAL BUSINESS HOURS.

FOR CITIZEN PARTICIPATION INSTRUCTIONS, PLEASE REFER TO THE CITY’S WEBSITE AT
WWW.CITYOFMERCED.ORG. A HANDOUT IS ALSO AVAILABLE AT THE MEETING

ADJACENT TO THE AGENDA. INDIVIDUAL AGENDA ITEMS MAY BE HEARD IN AN ORDER
THAT IS DIFFERENT THAN THEY APPEAR ON THE AGENDA TO ACCOMMODATE MEETING
PARTICIPANTS.



http://www.cityofmerced.org/
http://www.cityofmerced.org/
http://www.cityofmerced.org/

INFORMATION FOR INDIVIDUALS WITH DISABILITIES:
Accommodation for individuals with disabilities may be arranged by contacting the City
Clerk’s Office at 209-388-7100.

Assisted Hearing Devices Available for Hearing Impaired
Teletypewriter (TTY) 209-385-6816

THE PUBLIC HAS THE OPPORTUNITY TO ASK QUESTIONS OR COMMENT AT THE TIME
SPECIFIC AGENDA ITEMS ARE CONSIDERED. NORMALLY, EACH AGENDA ITEM WILL
HAVE A STAFF PRESENTATION, FOLLOWED BY COMMENTS OR QUESTIONS BY THE
AIRPORT AUTHORITY MEMBERS. IF REQUESTED BY AN AUDIENCE MEMBER, THE
CHAIRPERSON WILL THEN ALLOW THE PUBLIC TO MAKE COMMENTS OR ASK
QUESTIONS. AFTER ANY PUBLIC INPUT, THE AUTHORITY MAY HAVE FURTHER
DISCUSSION BEFORE TAKING ACTION TO THE NEXT AGENDA ITEM.

A. CALL TO ORDER

B. ROLL CALL

C. WRITTEN PETITIONS AND COMMUNICATIONS

D. ORAL COMMUNICATIONS

AT THIS TIME, ANY MEMBER OF THE AUDIENCE MAY COMMENT ON ANY MATTER NOT
LISTED ON THE AGENDA. PLEASE STAND AND STATE YOUR NAME AND ADDRESS FOR
THE RECORD. THE AUTHORITY WILL NOT TAKE ACTION ON THE ITEM THAT IS
BROUGHT TO THEIR ATTENTION THIS EVENING. IF IT REQUIRES ACTION, IT WILL BE
REFERRED TO STAFF AND/OR LISTED ON THE NEXT AUTHORITY AGENDA.

*khkkkkkhkikk
PLEASE BE BRIEF AND TO THE POINT. AVOID REPEATING WHAT PREVIOUS SPEAKERS
HAVE SAID. IF TWO OR MORE INDIVIDUALS ARE HERE AS A GROUP AND WISH TO

SPEAK ON ONE SIDE OF AN ISSUE, PLEASE SELECT A SINGLE SPOKESPERSON TO
PRESENT YOUR VIEWS.

E. CONSENT CALENDAR

1. AIRPORT AUTHORITY MINUTES FOR AUGUST 13, 2014.

Recommendation: Adopt a motion to approve and file.




1.

REPORTS

STATUS OF WAIVER REQUEST FOR CONTINUED ESSENTIAL AIR
SERVICE (EAS) ELIGIBILITY

Recommendation: For information only.

. ESSENTIAL AIR SERVICE (EAS) PROPOSAL REVIEW AND

RECOMMENDATION

Recommendation: Adopt a motion.

LEASE AGREEMENT FOR MAINTENANCE HANGAR 16

Recommendation: Adopt a motion.

ACA CONFERENCE REVIEW FROM MR. WEGLEY

Recommendation: For information only.

AIRPORT MANAGER’S REPORT

Recommendation: Discussion as desired by Authority members.

AUTHORITY BUSINESS

1.

2.

POSSIBLE INCOMPATIBLE LAND USE ACTIVITY

Recommendation: Discussion as desired by Authority members.

OTHER BUSINESS FROM AUTHORITY MEMBERS

Recommendation: Discussion as desired by Authority members.

ADJOURNMENT:

TO THE NEXT AIRPORT AUTHORITY MEETING, TUESDAY
OCTOBER 21, 2014 AT 7:00 PM IN THE CITY COUNCIL
CHAMBERS, 678 WEST 18™ STREET MERCED, CA 95340.
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CITY OF MERCED
REGIONAL AIRPORT AUTHORITY MINUTES

COUNCIL CHAMBERS TUESDAY
MERCED CIVIC CENTER AUGUST 13,2014
678 WEST 18TH STREET

MERCED, CA

CALL TO ORDER

Chair Larry Morelock called the meeting to order at 7:00 P.M.

ROLL CALL
Members present: Larry Morelock, John Sundgren, Michael Bodine, Alvin
Osborn, Ryan Smith and Russ Cowperthwaite.
Members absent: Rodrigo Flores, excused
Staff Present: Janet E. Young, Mike Wegley and Jessica Cortright

WRITTEN PETITIONS AND COMMUNICATION

None.

ORAL COMMUNICATIONS

Mr. Michael Wegley, Director of Water Resources, Reclamation and Airport introduced and
welcomed Ms. Janet E. Young, a former Regional Airport Authority Member and Chair who
was most recently at UC Merced. Ms. Young was recently appointed to serve as the Interim
Airport Manager and we are grateful to have her on board.

CONSENT CALENDAR

M/S/C - Osborn/Cowperthwaite motioned to approve and file the minutes of June 17, 2014
as submitted.

REPORTS
1. ESSENTIAL AIR SERVICE (EAS) PROPOSAL RECOMMENDATION
Ms. Young reported that on August 7, 2014 a subcommittee interviewed

representatives of the five airlines which submitted proposals to provide air service at
Merced Regional Airport through the EAS program. Ms. Young provided a brief



G.

summary of each interview and the proposed service. Each subcommittee member
then shared their views regarding the interviews. Open discussion followed. The board
also discussed postponing the recommendation until further information can be
gathered.

M/S/C - Bodine/Osborn motioned to postpone a recommendation and to request
Airport management to seek a 30-45 day extension of the comment period from the
Department of Transportation (DOT), with preference expressed for the 45 day
extension.

. STATUS OF WAIVER REQUEST FOR CONTINUED EAS ELIGIBILITY

Ms. Young reviewed that the DOT issued a tentative decision on April 24, 2014,
terminating eligibility for Essential Air Service for 13 communities. The list included the
City of Merced. The final order terminating the EAS eligibility was issued on June 24,
2014, by the DOT. The final order also established procedures through which any city
on the list could file a petition for a waiver, which, if granted, would enable a city to
remain eligible to participant in the EAS program. The City of Merced has filed for a
waiver. An update will be provided at the next meeting.

. LEASE AGREEMENT FOR MAINTENANCE HANGAR #16

Ms. Janet Young explained that airport staff issued a Request for Proposals (RFP) to
lease Hangar 16, known as the maintenance hangar, following the March 15, 2013,
termination of the lease with Colimair Aviation. No responses were received by the
May 31, 2013, RFP deadline.

Former Airport Manager, Ron Elliott, brought forward the attached lease proposal for
use of the hangar for storage of personal aircraft by Mr. William Bulfer i.e., not for
maintenance purposes. The monthly rent would be $500.00, effective August 1, 2014.
The lease would continue indefinitely on a month-to-month basis, subject to
termination by either party upon 30-days written notice.

M/S/C - Sundgren/Smith motioned to approve the recommendation of Maintenance
Hangar #16 as proposed to Mr. William Bulfer.

. AIRPORT MANAGER'’S REPORT

Ms. Young gave a verbal review of the June and July monthly manager’s report.
Authority members inquired about progress on the FBO lease consolidation and
revision. Ms. Young explained that this item will be pursued.

AUTHORITY BUSINESS

1. POSSIBLE INCOMPATIBLE LAND USE ACTIVITY

None.

2. OTHER BUSINESS FROM AUTHORITY MEMBERS
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John Sundgren, as the Economic Development Advisory Committee representative for
the Regional Airport Authority Board, invited Ms. Young and Chair Morelock to attend
the next Economic Development Advisory Committee meeting in an attempt to increase
community involvement and awareness of the Merced Regional Airport and to give an
update of airport operations.

H. ADJOURNMENT

Larry Morelock called the meeting adjourned at 8:19 pm until the next Regional Airport
Authority meeting on Tuesday, August 19, 2014 at 7:00 pm in the Council Chambers at
678 W 18th Street, in the Civic Center.

Larry Morelock, Chair
Regional Airport Authority
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To: Regional Airport Authority

From: Janet E. Young, Interim Airport Manager

Date: September 23, 2014

Re: Status of Waiver Request for Continued Essential

Air Service (EAS) Eligibility

Background

The Department of Transportation (DOT) issued a tentative decision on April 24,
2014, terminating eligibility for Essential Air Service for 13 communities. The list
included the City of Merced. The final order terminating the EAS eligibility was
issued on June 24, 2014 by the DOT. The final order also established
procedures through which cities on the list could file a petition for a waiver. The
petition process enables a city on the list to seek an exemption from the 10
passenger daily minimum standard. The City is seeking the waiver to the DOT
finding. An update will be provided at the meeting.
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To: Regional Airport Authority

From: Janet E. Young, Interim Airport Manager

Date: September 23, 2014

Re: Essential Air Service (EAS) Proposal Review and

Recommendation

Background

The EAS contract for Merced Regional Airport expires September 30, 2014. In
anticipation, the Department of Transportation (DOT) released a Request for
Proposals (RFP) on May 21, 2014, for airlines interested in providing air carrier
service at Merced Regional Airport. The RFP proposal submission deadline was
July 11, 2014, and the original comment period on the proposals was to close on
August 15, 2014.

Five air carriers, Great Lakes Airlines (currently under contract at Merced
Regional Airport); Boutique Air; Mokulele Airlines; SeaPort Airlines Inc., and
Schuman Aircraft Ltd., dba Wine Country Express submitted proposals. Great
Lakes is a Part 121 catrrier, the other airlines submitting proposals are Part 135
carriers.

A sub-committee comprised of three Airport Authority Commissioners, a member
of public, the City Public Works Director of Water Resources and Airport, and the
Interim Airport Manager has met to review the proposals and interview airline
executives. The sub-committee members offered their initial observations to the
Airport Authority on August 13, 2014, and, following general discussion, the
Airport Authority requested that the Airport seek an extension of the public
comment period. In response to requests from the Merced Regional Airport and
the Visalia Municipal Airport, an extension to September 29, 2014, was granted
by the DOT. [It is also important to note that a contract will not be awarded for
essential air service (EAS) for the Merced Regional Airport until after such time
as a decision is made by the Secretary of Transportation on the waiver request to
remain in the program. An award for the Visalia Municipal Airport would not be
delayed since it remains eligible for EAS participation.]

The DOT will consider comments from an airport or a city, typically in the form of
a letter of recommendation, but will make the final decision as to which airline is
awarded the contract. Due to the timing of City Council meetings and the short

suspense given to submit comments following the Airport Authority meeting, the
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Merced Regional Airport Authority Chairperson will sign the letter of
recommendation.

SUMMARY/RECOMMENDATION:

Adopt a motion approving the submission of a letter of recommendation for the
Essential Air Service contract to the Department of Transportation to be signed
by the Merced Regional Airport Authority Chairperson.
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To: Regional Airport Authority

From: Janet E. Young, Interim Airport Manager

Date: September 23, 2014

Re: Lease Agreement for Maintenance Hangar 16

Background

The Airport issued a Request for Proposals (RFP) to lease Hangar 16, known as
the maintenance hangar, following the March 15, 2013 termination of the lease
with Colimair Aviation. No responses were received by the May 31, 2013, RFP
deadline.

Former Airport Manager Elliott brought forward the attached lease proposal for
use of the hangar for storage of personal aircraft by Mr. William Bulfer i.e., not for
maintenance purposes. The monthly rent was to be $500.00, effective August 1,
2014. The proposed lease was approved by the Airport Authority on August 13,
2014, with a recommendation for City Council approval. Subsequent to the
Airport Authority meeting, the Airport administration office was approached by
Martin Marchello, Inc., dba American Flight Academy, about availability of space
in Hangar 16 for performance of maintenance work on aircraft. It was
represented that Mr. Bulfer was in favor of an arrangement for shared use of the
space. Upon further conversation with the parties, Mr. Bulfer expressed his
willingness to move to a hangar in building 23 in order to make available Hangar
16 for maintenance purposes.

The proposed lease with Martin Marchello Inc., dba Aviation Maintenance
Technicians is for a three year term with a provision granting the first right of
refusal for an additional three year renewal. The monthly rent will be $600 and a
rent escalator provision is included. The maintenance services also would be
available for aircraft not affiliated with the American Flight Academy. The
attached proposed lease is presented for consideration by the Airport Authority.
Should the Airport Authority approve the lease, the document will be presented
for action by the City Council.



CITY OF MERCED

“Cateway ta Yosemile

MERCED REGIONAL AIRPORT
HANGAR SIXTEEN (16) COMMERCIAL MAINTENANCE
AND REPAIR LEASE AGREEMENT

THIS LEASE AGREEMENT, made and entered into in the City of
Merced, County of Merced, State of California, as of the  of
, 2014, by and between the City of Merced, a California
Charter Law Municipal Corporation, hereinafter called LESSOR, and Martin
Marchello, Inc., a California Corporation, doing business as Aviation
Maintenance Technicians, hereinafter called LESSEE.

WITNESSETH

WHEREAS, the LESSOR owns Hangar Sixteen (16) for the use of
aircraft storage and general commercial aircraft maintenance and repair at
the Merced Regional Airport.

FOR AND IN CONSIDERATION OF THE MUTUAL COVENANTS
HEREINAFTER CONTAINED, IT IS AGREED AS FOLLOWS:

1. LEASED PREMISES: The Leased Premises is the real
property located at the Merced Municipal Airport as generally known as
Hangar Sixteen (16), and more specifically described on attached Exhibit A
incorporated herein by reference.

2. RENTAL AND TERM: This Lease shall commence on the 6th
day of October 2014, and shall continue for thirty-six (36) months. The rent
to be paid by LESSEE shall be the sum of Six Hundred Dollars ($600.00)
per month, paid in advance to the LESSOR each month. For the month of
October 2014, the rent shall be the pro rata amount of Five Hundred Three
Dollars and Twenty-Three Cents ($503.23). The schedule of rents for the
duration of the Lease is provided in paragraph 19 of this Lease. At the

1
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conclusion of the three (3) year term of the Lease, Lessee shall have the
first right of refusal to renew the Lease for a second three (3) year term.

3. SECURITY DEPOSIT: LESSEE shall deposit with LESSOR
upon commencement of this Lease an amount of Six Hundred Dollars
($600.00) security for the full and faithful performance of every term and
condition of this Lease. If LESSEE defaults with respect to any of the terms
and conditions of this Lease, including but not limited to the payment of rent,
LESSOR may use, apply or retain the whole or any part of this security for
payment of any or all of the above mentioned purposes. Any remaining
portion of such deposit shall be returned to the LESSEE after termination of
this Lease. LESSEE shall not be entitled to any interest on the security
deposit.

4. AIRPORT GATE ACCESS: Upon the mutual execution of this
Lease by both parties, a five-digit code will be issued to LESSEE for
accessing the Airport’s secured gates (the “Access Code”). The Access
Code is personal to LESSEE and not transferable. LESSEE agrees to keep
and maintain the Access Code secure and not transferring or sharing said
code with anyone else. Immediately following LESSEE's entry through the
gate, LESSEE shall ensure that the gate fully closes behind LESSEE, and
that no vehicle or pedestrian enters through said gate without using his or
her own Access Code. LESSEE shall not permit any vehicle or pedestrian
piggybacking LESSEE'’s entry through any Airport gates. By executing and
entering into this Lease, LESSEE acknowledges and agrees to the
provisions of this Section and that it is a material element of consideration.

5. USE: The Leased Premises which is the subject of this Lease
shall be used solely for aircraft storage and general commercial
maintenance and repair. LESSEE shall submit aircraft tail numbers at the
date of entry into this Lease and shall within five (5) business days of any
change in that tail number provide written notice of same to LESSOR.

6. RESERVED:

£ REGULATIONS: The use of the Leased Premises by LESSEE
shall at all times be subject to all rules and regulations as constituted or
hereafter revised or adopted by the Airport Authority of the City of Merced,
the City Council of the City of Merced, or the Airport Superintendent.
LESSEE shall become familiar with and shall at all times abide by all Airport
rules and regulations relating to use of Leased Premises and the use of any
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of LESSOR'’S other facilities, whether promulgated before or after the
execution of this Lease. LESSEE acknowledges by his signature below that
he has been provided a copy of the Airport Rules and Regulations.

8.  AIRPORT SECURITY PLAN: LESSEE agrees to comply with
all rules set forth in the Airport Security Plan now and in the future that
pertain to its operation under federal, state and local security directives
specifically:

a.  LESSEE shall furnish the LESSOR a duplicate set of keys for
locks of any kind placed upon any of the access/entries to the Leased
Premises. LESSOR shall have the right to access any structure placed on
the Leased Premises as reasonably necessary to protect the health, safety,
security and welfare of the Airport.

9. VOLUNTARY ASSIGNMENT: Except as expressly provided
herein, LESSEE shall not assign this Lease nor any right hereunder, nor
sublet the Leased Premises, nor any part thereof, or suffer any other person
to occupy or use the said Leased Premises or any portion thereof without
prior written consent of the LESSOR. Any such assignment, subletting,
occupation or use by any other person without such consent shall be void,
and shall at the option of LESSOR terminate this Lease.

10.  INVOLUNTARY ASSIGNMENT: LESSEE agrees that, except
as expressly provided herein, neither this Lease or any interest herein shall
be assignable or transferable by operation of law, except for devolution
upon the death of the LESSEE, and it is hereby mutually agreed,
covenanted and understood by and between the parties hereto that in the
event of any proceeding under the Bankruptcy Act or any amendment
thereto be commenced by or against LESSEE, or in the event LESSEE be
adjudged or makes an assignment for the benefit of his creditors, or a writ of
attachment or execution be levied on the leasehold estate created hereby,
and not be released or satisfied within ten (10) days thereafter, or if a
receiver be appointed in any proceeding or action to which LESSEE is a
party, with authority to take possession or control of the Leased Premises,
such action shall be deemed a default under this Lease and this Lease at
the option of LESSOR be terminated and shall in no way be treated as an
asset of LESSEE. LESSOR shall have the right, after termination of the
Lease to immediately re-enter and repossess itself of said Leased Premises
as of its original estate.

3
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11. IMPROVEMENTS AND/OR CONSTRUCTION,
ALTERATIONS: LESSEE shall make no improvements or alterations of
any kind on the Leased Premises until LESSEE has obtained written
approval of the plans and specifications for the structure by LESSOR. Any
such structure and/or alteration by LESSEE shall be at the LESSEE'’S sole
expense.

12.  IMPROVEMENTS AND FIXTURES: LESSEE agrees that all
improvements and fixtures installed by LESSEE on the Leased Premises
shall become property of LESSOR and remain on the Leased Premises
upon termination of this Lease.

13. MAINTENANCE CLEANING AND REPAIR OF HANGAR:
LESSOR will be responsible for all structural repairs, except as may be
agreed and permitted under Section 10 above. LESSEE agrees to maintain
the Leased Premises in a clean and orderly condition at all times, and in
accordance with safety and fire codes which may apply to aircraft hangar
storage and other applicable Federal, state, local laws and ordinances.
LESSOR may notify the LESSEE in writing to conduct necessary
maintenance cleaning, or repair on the Leased Premises. Any such
maintenance or repair by LESSEE shall be at the LESSEE'’S sole expense.
If LESSEE fails to perform such maintenance cleaning and repairs within a
reasonable length (as determined in LESSOR'’S sole discretion) of time as
set forth in said notice, LESSOR may terminate this Lease.

14. GARBAGE: LESSEE agrees to cause to be removed at its own
expense from the Leased Premises all waste, garbage, and rubbish, and
agrees not to deposit the same on the Leased Premises except temporarily
in connection with collection for removal.

15. AUTO PARKING: LESSEE, its employees and customers, shall
have the nonexclusive right to use the public vehicle parking area located
outside the Airport security fence, or such other suitable area as may be
from time to time designated by LESSOR.

16. UTILITIES: LESSEE promises and agrees to pay for all electric
energy and electric lighting, telephone service, water, and other public utility
services used on the Leased Premises.

17.  RIGHT OF RE-ENTRY OF LESSOR: It is expressly agreed that
in the event LESSEE creates or causes any breach of this Lease, LESSOR
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shall have the right and option to re-enter said Leased Premises, take
possession thereof, and remove all persons and property therefrom without
benefit of court order, and/or as provided by law or by this Lease.

18. SURRENDER OF POSSESSION: At the expiration of this
Lease, LESSEE promises and agrees to deliver unto LESSOR the said
Leased Premises in as good condition as at the date of execution of this
Lease, reasonable wear and tear excepted.

19. RENT INCREASES: Rent shall increase over the Term of the
Lease as follows: at Month 13, rent shall increase to $624.00 per month
and at Month 25, $649.00 per month.

20. POSSESSORY INTEREST: LESSEE recognizes and
understands that to the extent this Lease may or may not create a
possessory interest subject to property taxation, that the LESSEE is solely
responsible for the payment of any taxes levied or assessed on the Leased
Premises. LESSOR expresses no opinion on the taxable affect of this
Lease. LESSEE further agrees to pay, without the right to deduct from
rental fees provided herein, any and all property taxes, if any, assessed
during the term of this Lease against LESSEE'S possessory interest in the
Leased Premises. LESSEE further agrees to pay, without right to deduct
from rental fees provided herein, any and all personal property taxes
assessed against its property on said Leased Premises, and such portion of
any real property taxes as may be levied against structures/improvements
owned by LESSEE and erected upon land owned by LESSOR.

21. INDEMNIFICATION: LESSEE shall indemnify, protect, defend
(with legal counsel selected by the LESSOR) and hold City, and any and all
of its employees, officials and agents harmless from and against any and all
liabilities, actions (including actual, alleged, or threatened claims, demands,
suits, legal or equitable actions, arbitration proceedings, administrative
proceedings, or other dispute resolution proceedings), losses, damages,
and expenses or costs of any kind (including attorneys fees and costs, court
costs, interest, defense costs, expert witness fees and investigatory fees),
where the same arise out of, are a consequence of, or are in any way
related to, in whole or in part, LESSEE’S use or the use of any guests,
invitees or agents of LESSEE of the Leased Premises or of LESSEE'S
operation, use, maintenance, repair, storage, loading or unloading of any
aircraft.

5
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21. INSURANCE: LESSEE shall provide evidence that the
following insurance coverage(s) are in effect prior to the commencement of
this Lease and any right of occupancy of the Leased Premises and shall
maintain coverage in full force and in effect until the termination of this
Lease. The insurance required herein is a separate covenant of LESSEE
from its indemnity obligation in Section 16 hereof. As such, LESSEE’S
indemnity obligation is not limited to its insurance obligation in this Section.

A.  General Liability and Bodily Injury Insurance: LESSEE shall
obtain and keep in full force and effect, a commercial, general liability policy
of at least One Million Dollars ($1,000,000) per occurrence combined limit
for bodily injury and property damage, provided that the LESSOR, its
officers, employees, volunteers and agents are to be named additional
insureds under the policy, and that the policy shall stipulate that this
insurance will operate as primary insurance, and that no other insurance
effected by LESSOR or other named insureds will be called on to cover a
loss covered thereunder.

B. Fire Damage Insurance: LESSEE shall also maintain in full
force and effect fire damage insurance on the Leased Premises, including
any improvements and fixtures installed by LESSEE, in an amount of at
least One Million Dollars ($1,000,000), with loss payable to LESSOR.

C. Certificate of Insurance: All policies of insurance required
above shall be written by a qualified insurance company rated ‘A:VII' or
better by the Best's Insurance Rating Guide and be authorized to do
business by the State of California and shall be in a form approved by
LESSOR. LESSEE shall file with the LESSOR a certificate of insurance and
endorsement evidencing coverage as set forth above. LESSEE is required
to mail a certificate of insurance, signed by an authorized representative of
the issuing company, annually, to the City of Merced City Clerks’ Office, at
678 West 18" St, Merced, CA 95340. The following information must be
included on each certificate of insurance or the coverage shall be
considered incomplete:

(1) A statement that the City of Merced, its officers,
employees, volunteers and agents are a named insured
under each policy or policies;

(2) All required dollar limits of insurance coverages shall be
correctly stated;
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(3) A provision that written notice of cancellation or any
material change in coverage shall be delivered to LESSOR
at least 30 days in advance of the effective date of the
material change or cancellation, and that no cancellation,
alteration or change of beneficiary or beneficiaries shall be
made without written notice to LESSOR;

(4) An original signature and the printed name of the
insurance agent or authorized representative of the
insurance company issuing the policy, including the
insurance underwriter's or broker's telephone number.

23. DEFAULT: Inthe event the LESSEE violates any of the terms
or provisions of this Lease, the Lease may be voided by LESSOR. LESSEE
agrees to vacate said Leased Premises no later than three (3) days after
written notice from LESSOR. Notice from LESSOR shall be by certified
letter to the address stated at the end of this Lease and by letter posted on
the Leased Premises. Ten (10) days after LESSEE has mailed and posted
notice, the LESSOR, or its authorized agents, may remove any personal
property from said Leased Premises and sell or assign the personal
property at public or private sale. Expenses of selling and preparing for
sale, including reasonable attorneys' fees and other legal or transfer
expense, shall be included in the amount LESSOR is entitled to retain.
Nothing herein shall be deemed a waiver of any rights of LESSOR to
demand and obtain possession of said premises in accordance with law.

24, CHANGE OF ADDRESS: It shall be LESSEE'S responsibility to
inform LESSOR of any change of address.

25. DELINQUENT RENT: In addition to other remedies contained
in this Lease, in the event any rental payment is not received by the
LESSOR by the twentieth (20") day of the month, LESSEE shall pay to
LESSOR a late fee of $25.00.

26. PEACEFUL ENJOYMENT: For the entire period that LESSEE
performs all of the terms, covenants and conditions of this lease, and abides
by all of the rules and regulations pertaining to the Merced Municipal Airport
and abides by all rules and regulations adopted by the City Council of the
City of Merced, the LESSEE shall have the right of peaceful enjoyment of
the Leased Premises.

v
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27. CONDEMNATION: If any part of the Leased Premises of said
Airport is condemned, or its character is changed by public authority or
otherwise, or in the event operation of said Airport for airport purposes is
discontinued, or if any obstructions are placed on said Airport or Leased
Premises adjoining said Airport so that it then becomes impossible or
impractical to use said Leased Premises for the purposes for which they are
leased hereof, this Lease shall terminate. LESSEE shall not be entitled to
any proceeds from the condemnation except those specifically designated
and provided by law or the public entity or person acquiring the property
under threat of condemnation for the purpose of relocation and/or goodwill.
LESSEE hereby assigns to LESSOR the rights to any and all damages for
property taken in any such proceeding and all such damages shall be
payable to LESSOR, except relocation and/or goodwill.

28. INSPECTION: LESSOR shall be permitted to enter and view
the Leased Premises at any and all times for the purpose of inspecting or
maintaining such Leased Premises and doing any and all things with
reference thereto which the LESSOR is obligated to do or which may be
deemed necessary or desirable for the proper conduct and operation of the
Airport.

29. TERMINATION PRIOR TO EXPIRATION: The LESSOR shall
have the right to terminate this Lease, in whole or in part, on the occurrence
of any of the following events:

(@) Failure on the part of the LESSEE to pay rent.

(b)  Filing by or the final adjudication of LESSEE of any petition in
bankruptcy or the making of any transfer of general assignment for the
benefit of creditors which has not been previously authorized by the
LESSOR.

(c) The failure of the LESSEE to perform or observe any of the
terms, covenants and conditions which it is obligated to perform, keep or
observe under this Lease, or to obey any law, ordinance, or regulation
pertaining to LESSEE'S use or occupancy of the Leased Premises.

(d) The abandonment of the Leased Premises, or any portion
thereof or required services, or any portion thereof. Should this occur,
LESSOR shall not be responsible for the custodial protection of LESSEE’S

property, fixtures or equipment abandoned, even though it is necessary for
8
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LESSOR to remove same from the Leased Premises for storage or
disposal.

(e) Inthe event of need for the Leased Premises by the LESSOR
for purposes of national defense.

30. RIGHTS AFTER TERMINATION: In the event of termination for
default or unsatisfactory performance by the LESSEE, the LESSOR shall
have the right (unless otherwise specified in the termination notice), at once
and without further notice to the LESSEE, or surety, to enter and take
possession of the Leased Premises occupied by the LESSEE, and expel,
oust and remove any and all parties who may occupy any portion of the
Leased Premises or Airport covered by this Lease, and any and all goods
and chattels belonging to the LESSEE or his associates which may be
found in or upon same, without being liable for prosecution or to any claim
for damages therefor. Upon such termination by the LESSOR, all rights,
powers and privileges of the LESSEE shall cease, and the LESSEE shall
immediately vacate any and all space occupied by LESSEE under this
Lease, and shall make no claims of any kind whatsoever against the
LESSOR, its agents or representatives, by reason of such termination, or
any act incident thereto.

31. ESCAPE CLAUSE: If LESSEE, after one year of this Lease,
suffers financial hardship in connection with its operations as a fixed based
operator, LESSEE may terminate this Lease upon providing sixty (60) days
notice to LESSOR. Upon such event, LESSEE forfeits the security deposit
mentioned herein. LESSEE shall provide to LESSOR for verification any
and all documents evidencing such financial hardship.

32. BREACH: In the event of breach of this Lease by LESSEE,
LESSOR shall be entitled to all rights and remedies provided by law in
addition to the specific remedies mentioned herein.

33. PARTNERSHIP DISCLAIMER: It is mutually understood and
agreed that nothing in this Lease is intended to or shall be construed as in
any way creating or establishing the relationship of partners between the
parties hereto, or as constituting the LESSEE as an agent or representative
of the LESSOR for any purpose or in any manner whatsoever.

34. CONFORMANCE TO APPLICABLE LAWS: LESSEE shall
comply with its standard of care regarding all applicable Federal, State, and

9
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municipal laws, rules and ordinances. No discrimination shall be made by
LESSEE in connection with this Lease because of race, color, national
origin, ancestry, disability, sex or religion of such person.

35. NOTICES: Any notice to the LESSOR shall be sufficient if sent
by certified mail postage prepaid, addressed to the City Manager, City of
Merced, 678 West 18" Street, Merced, California, 95340, with a copy to the
City Attorney, City of Merced, 678 West 18" Street, Merced, California
95340. Any notice to the LESSEE shall be sufficient if sent by certified mail
addressed to LESSEE at the address stated at the end of this Lease.

36. ATTORNEY'’S FEES: I[f either party brings any action or
proceeding to enforce, protect or establish any right or remedy under this
Lease, the prevailing party shall be entitled to recover reasonable attorney’s
fees. Judicial arbitration is an action or proceeding for the purpose of this
provision.

37. NON-WAIVER: Any waiver or breach of covenants or
conditions herein contained to be kept and performed by either party shall
be effective only if in writing and shall not be deemed or considered as a
continuing waiver and shall not operate to bar or prevent the other party
from declaring a forfeiture or exercising its rights for any succeeding breach
of either the same or other condition or covenant.

38. SUCCESSOR: This Lease shall be binding upon and inure to
the benefit of all the heirs, successors and assigns of the parties.

111

111
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IN WITNESS WHEREOF, the parties hereto have caused this Lease
to be executed the day and year first above written.

LESSOR:

CITY OF MERCED
A Municipal Corporation

BY:

City Manager

ATTEST:
JOHN M. BRAMBLE, CITY CLERK

BY:

Assistant City Clerk

APPROVED AS TO FORM:

/4_./ A X

City Aftorney Date

ACCOUNT DATA:

Verified by Finance Officer

11
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LESSEE:

MARTIN MARCHELLO, INC.,
A California Corporation,
Doing Business As
AVIATION MAINTENANCE
TECHNICIANS

A A e

Print Name
lts:__ REsiztnt
BY:

Print Name
Its:

Taxpayer |.D. No. 46 - 29441 84

Business License No. 57200

ADDRESS: 44 Macready Drive
Suite A
Merced, CA 95340

TELEPHONE: (209) 388-1002
FAX NO: (209) 388-1007

E-MAIL: iflyafa@mail.com

12
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POLICY NO.: NAF4033664 ATTACHED TO CERTIFICATE # 1

CERTIFICATE OF INSURANCE

THIS IS TO CERTIFY TO:
City of Merced, it's officers, employees, volunteers and agents
City of Merced City Clerk's Office
678 West 18th St.
Merced, CA 95340

THAT THE FOLLOWING POLICY OF INSURANCE HAS BEEN ISSUED TO:
Martin Marchello, Inc., dba: Aviation Maintenance Technicians
3144 G Street, Suite 125
Merced, CA 95340

POLICY NUMBER: NAF4033664
POLICY PERIOD: From August 19, 2014 To August 19, 2015
INSURANCE COMPANY: Catlin Insurance Company, Inc.

DESCRIPTION OF COVERAGES AND LIMITS OF LIABILITY: Please refer to attached schedule which
is incorporated as a part hereof.

As respects the above certificate holder;

SECTION Il - WHO IS AN INSURED is amended to include as an insured the person or organization, but
only with respect to liability arising out of the Named Insured's aviation operations.

Subject to Date Change Recognition Endorsement.
Data included in this Certificate valid as of September 12, 2014.

This certificate of insurance is not an insurance policy and does not amend, extend or alter the
coverage afforded by the policy listed herein. Notwithstanding any requirement, term or condition
of any contract or other document with respect to which this certificate of insurance may be
issued or may pertain, the insurance afforded by the policy described herein is subject to all the
terms, exclusions and conditions of such policies.

Should the described policy be cancelled before the expiration date hereof, the issuing company will give
30 days (10 days for non-payment) notice to the certificate holder named herein.

By: W") Date of Issue: August 19, 2014

W. Brown & Associates Insurance Services Certificate No.: 1

Certificate # 1 Page 1 of 2



POLICY NO.: NAF4033664 ATTACHED TO CERTIFICATE # 1

SCHEDULE OF LOCATIONS

Location of Aviation premises owned, rented to or occupied by the Named Insured:

44 Macready Drive, Merced, CA
Including Those premises necessary & incidental to the Named Insured's Aviation Operations.

Type of Coverage:

LIMITS OF LIABILITY
General Aggregate Limit (Other than Products-Completed

Operations and Hangarkeepers’) $2,000,000
Products-Completed Operations Aggregate Limit $1,000,000
Personal Injury & Advertising Injury Aggregate Limit $1,000,000
Each Occurrence Limit $1,000,000
Fire Damage Limit (Any One Fire) $1,000,000
Medical Expense Limit (Any One Person) $5,000

Each Occurrence $30,000
Hangarkeepers’ Each Loss Limit $75,000
Hangarkeepers' Each Aircraft Limit $75,000

Hangarkeepers' Deductible(s): $2,500 per aircraft.

Certificate # 1 Page 2 of 2



m IRSDEPAR‘I‘MENT OF THE TREASURY
INTERNAL REVENUE SERVICE
CINCINNATI OH 45999-0023

Date of this notice: 08-19-2013

Employer Identification Number:
46-3444184

Form: SS5-4

Number of this notice: CP 575 A
MARTIN MARCHELLO INC
% MARTIN CAMPBELL
3144 G ST For assistance you may call us at:
MERCED, CA 95340 1-800-829-4933

IF YOU WRITE, ATTACH THE
STUB AT THE END OF THIS NOTICE.

WE ASSIGNED YOU AN EMPLOYER IDENTIFICATION NUMBER

Thank you for applying for an Employer Identification Number (EIN). We assigned you
EIN 46-3444184. This EIN will identify you, your business accounts, tax returns, and
documents, even if you have no employees. Please keep this notice in your permanent
records.

When filing tax documents, payments, and related correspondence, it is very important
that you use your EIN and complete name and address exactly as shown above. Any variation
may cause a delay in processing, result in incorrect information in your account, or even
cause you to be assigned more than one EIN. If the information is not correct as shown
above, please make the correction using the attached tear off stub and return it to us.

Based on the information received from you or your representative, you must file
the following form(s) by the date(s) shown.

Form 941 01/31/2014
Form 940 01/31/2014
Form 1120 11/15/2013

If you have questions about the form(s) or the due date(s) shown, you can call us at
the phone number or write to us at the address shown at the top of this notice. If you
need help in determining your annual accounting period (tax year), see Publication 538,
Accounting Periods and Methods.

We assigned you a tax classification based on information obtained from you or your
representative. It is not a legal determination of your tax classification, and is not
binding on the IRS. If you want a legal determination of your tax classification, you may
request a private letter ruling from the IRS under the guidelines in Revenue Procedure
2004-1, 2004-1 I.R.B. 1 (or superseding Revenue Procedure for the year at issue). Note:
Certain tax classification elections can be requested by filing Form 8832, Entity
Classification Election. See Form 8832 and its instructions for additional information.

IMPORTANT INFORMATION FOR S CORPORATION ELECTION:

If you intend to elect to file your return as a small business corporation, an
election to file a Form 1120-S must be made within certain timeframes and the
corporation must meet certain tests. All of this information is included in the
instructions for Form 2553, Election by a Small Business Corporation.
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METRCED Merced Regional Airport
Manager’'s Report August 2014
REGIGNAL AlRPORT

OPERATIONS

Great Lakes Airlines enplaned 202 revenue passengers for the month of August 2014, compared to 212 revenue
passengers in July. In comparison to August 2013, enplanements were down 12.17 percent. There was one cancellation
this month out of the 57 scheduled departures. Compared to previous months this continues to show a significant
improvement. The Federal Aviation Administration (FAA) instituted a new rule requiring First Officers to have a minimum
of 1,500 flight hours to fly for a commercial airline. The new rule created a shortage of pilots for the mid- and smaller
level carriers. Since adoption of the new rule, Great Lakes Airlines has lost over 200 of its pilots. Great Lakes Airlines
continues to hire and train pilots, and its schedule is starting to show the benefit.

The Department of Transportation (DOT) issued a “show cause” letter regarding Merced’s Essential Air Service (EAS) to
which the City responded. Based on criteria passed by Congress in the FAA Modernization and Reform Act of 2012 (Public
Law No. 112.95), Merced did not meet the minimum 10-enplanement per day criterion. In the fiscal year referenced,
October 1, 2012 through September 30, 2013, Merced averaged 7.7 enplanements per day. The City Manager submitted
a letter to DOT seeking a waiver from the requirement and addressing the importance of continued EAS service to the
Merced Regional Airport. Additionally, Senators Boxer and Feinstein, along with Congressman Costa have submitted
letters of support. We are currently awaiting a response.

The DOT has issued a Request for Proposal (RFP) for a new contract through which to provide Essential Air Service at
Merced Regional Airport. The current contract with Great Lakes Airlines expires on September 30, 2014. Five proposals
were submitted and discussed by the Airport Authority during a special meeting on August 13, 2014. At the request of the
Merced Regional Airport and Visalia Municipal Airport, the DOT extended the comment period until September 29, 2014.
The City of Merced will have the opportunity to recommend which commercial service provider is preferred, but the
Department of Transportation will make the final selection.

CAPITAL PROJECTS AND CONSTRUCTION

Grant 21, Wildlife Hazard Assessment Study has been approved and funded by the FAA. A “kick-off” meeting was held in
September 2013" to start the yearlong Wildlife Hazard Assessment. This item will remain open for the next 12 to 18
months. No additional information will be made available until the Airport Biologist completes his data collection.

The FAA has approved Grant 22 for pavement rehab to the west side of the FBO maintenance hangar. However, since
only discretionary funds were available, the FAA approved only the design portion of the grant. Total funding available for
design was $87,000. Actual construction, using entitlement funds, will occur in 2014. The “design” scope of work has
been approved and RS&H is currently working on the project. The pavement rehab design plans are complete and the
project is out for bid. This grant will be closed in the next few months. In addition work continues on Grant 23 application
for Pavement Construction. This is the follow-on Grant for Grant 22 which covered the design work for this area. In April
2014, the project went out for bid and two companies, Rolfe Construction and George Reed Construction responded with
bids. In May 2014, the City Council approved the Grant Application. The FAA Airports District Office authorized the City of
Merced in late August to award the contract in the amount of $326,835.00 to Rolfe Construction. An agenda item will be
placed before the City Council in September or October seeking authorization to award the contract. A preconstruction
conference will be scheduled by the City and work is expected to begin soon after that session.

OTHER

Legal and Airport staff are working with Gateway Air Center on consolidating numerous lease amendments into one lease.
Interim Manager Young is initiating discussions with Mr. Lopes who has indicated his interest in proceeding with the
consolidation of the lease documents.

Interim Manager Young and Director Wegley briefed the City’s Economic Development Advisory Board on August 29,
2014, concerning the status of the EAS waiver request and the review of bids submitted by the five airline companies

Visit the Merced Regional Airport website at www.flymercedairport.com
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which have indicated interest in providing the EAS service to the Merced Regional Airport.

Visit the Merced Regional Airport website at www.flymercedairport.com
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To: Regional Airport Authority

From: Janet E. Young, Interim Airport Manager
Date: September 23, 2014

Re: Possible Incompatible Land Use Activity

G-1

No activity this month.



To: Regional Airport Authority

From: Janet E. Young, Interim Airport Manager
Date: September 23, 2014

Re: Other Business from the Authority

G-2

Discussion as desired by authority members.
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