JUNE 2011

HONOLULU INTERNATIONAL AIRPORT
COMPETITION PLAN

FEDERAL FISCAL YEAR 2011

State of Hawaii Department of Transportation
Airports Division




COMPETITION PLAN
FOR

HONOLULU INTERNATIONAL AIRPORT

Federal Fiscal Year 2011

State of Hawaii Department of Transportation - Airports Division
400 Rodgers Boulevard, 7" Floor
Honolulu, HI 96819-1880
808-838-8602

June 27, 2011




TABLE OF CONTENTS

INErOAUCTION ...t 1
l. AVAIADITILY OF GALES .....ccveeiieie et ns 2
. Leasing and SUDIEASING........ccuiiiiieiieie e 21
[Tl Patterns OF Al SEIVICE ......oovciiiieiei e 24
IV.  Gate ASSIGNMENT POIICY .....oiiiiiiiiiie s 29
V. Gate USE REGUITEIMENTS........ccvveieiieieesieeie e e sie e steesteereesae e e e e steeseesnaesaeeeeeree e 39
VI FINANCIAl CONSIIAINTS. ....c.viiiiiiiiiiiciiei e 41
VIL.  Airport Controls OVEr CapaCity ........c.cceieeieeiieiiieieeie e sieesieseesseesae e sseeseesneesseens 44
VI ComMMON-USE GALES .......coiiiiiiiiiiiieiii s 45
IX.  Comparison Of Airfare LEVEIS........ccecv e 46

Appendix A: 1962 Airport-Airline Lease Agreement.
Appendix B: 1994 Lease Extension Agreement
Appendix C: 2007 First Amended Lease Extension Agreement

Appendix D: Revocable Permit

State of Hawaii DOTA Honolulu International Airport
Competition Plan — FFY 2011 Page i



LIST OF TABLES

1 CY 2009 Airport ENPIANMENTS ......oviieieieieieie et 1
2 Available Gates by Lease Arrangement ..........cccooeieierereneneiese e sie e see e eas 7
3 Current AIlOCAtION OF GALES........cceiiiiiirieiieie e 8
4 Gate Utilization - Week Ending JUuly 23, 2010........c.cocuviiiiiiiniieiesieiesee e 9
5 Airline Activity Changes by Month and Air Carrier .........cccoveveiiene e 11
6 AIrlines Serving the AITPOIT ........cceiiiieiiee et nes 26
7 Domestic Patterns of NONSIOP AUl SEIVICE ......ccivviieiiiieie e 27
8 International Patterns of NONSLOP AIl SEIVICE .......ccoiiiiriiiie et 28
9 O&D Data SUMMArized DY AIMPOIT........coiiiiiiiieiere e 48
10 O&D Data SUMMArized DY Carrier ........cooieiiriiieieee e 50
11 Short-haul O&D Data Summarized by Market ...........cccoooiiiiiiiiieeee e 51
12 Long-haul O&D Data Summarized by Market...........ccccooeiiiiniieieieeere e 52
13 All Stage Length O&D Data Summarized by Market..........ccccoovveiieiiiiiiccie e 53
State of Hawaii DOTA Honolulu International Airport

Competition Plan — FFY 2011 Page ii



LIST OF EXHIBITS

1 Existing Terminal Area and Hardstand Facilites..........ccccvvviviiiiiinicieic e 12
2 Operations Ramp Chart Sample (May 19, 2011) ....cccoiviiiieiieieiiee e 13
3 Prospective On-Airport Operator QUalIfICAtION ..........cccovvviiiiiiie i 15
4. Aircraft Parking and Gate AsSignment POLICY........cccovveiiieiiiie s 31
5 Gate Assignment Chart —July 16, 2010 ........cccooiriiiiiieiiieie e 36
6 Rates and Charges — FY 2011 ..ottt 43

PREPARED BY:

Wil Chee Planning and Environmental, Inc.

IN ASSOCIATION WITH:

Ricondo & Associates, Inc.

State of Hawaii DOTA Honolulu International Airport
Competition Plan — FFY 2011 Page iii



INTRODUCTION

This section presents an introduction to the requirement for the State of Hawaii Department
of Transportation Airports Division (DOTA) to submit a Competition Plan for Honolulu
International Airport (HNL or Airport) to the Federal Aviation Administration (FAA).

The Wendell H. Ford Aviation Investment and Reform Act for the 21 Century (AIR-21),
adopted on April 5, 2000, requires the sponsors of certain large- and medium-hub airports to
submit a Competition Plan to the FAA, as well as to provide updates to that Competition
Plan. The airports for which sponsors are required under this legislation to submit a
Competition Plan (“covered airports”) are characterized as having one or two airlines
enplaning more than 50 percent of annual passengers. Beginning with Federal Fiscal Year
(FFY) 2001, the sponsors of all covered airports are required to submit a Competition Plan or
an update in order for a new Passenger Facility Charge (PFC) to be authorized for collection
or a grant to be issued under the Airport Improvement Program (AIP) in that federal fiscal
year.! Beginning in FFY 2005, required updates are now limited to two updates unless
special conditions occur after the second update: The covered airport 1) executes a new
master use and lease agreement or significantly revises the use and lease agreement or 2) files
a Vision 100 competitive access disclosure notification.

The official source of data for determining covered airports in any federal fiscal year is the
U.S. DOT’s Air Carrier Activity Information System (ACAIS) database. As shown in Table
1 below, the Airport is a covered airport for FFY 2011, as Hawaiian Airlines and United
Airlines accounted for a combined 54.7 percent of enplaned passengers at the Airport in
calendar year (CY) 2009. As a result, a Competition Plan for the Airport is required to be
submitted in order for a new PFC to be authorized for collection or a grant to be issued under
AIP during FFY 2011.

The sections that follow present DOTA’s responses to suggested guidelines for completing
the Competition Plan for the Airport, as outlined in the FAA’s Program Guidance Letter 04-
08 (September 30, 2004).

TABLE 1
State of Hawaii DOTA
Honolulu International Airport
Competition Plan - Federal Fiscal Year 2011

CY 2009 AIRPORT ENPLANMENTS

Airline Enplanements Percentage of Total
Hawaiian 3,886,336 44.5%
United 889,926 10.2%
Other Carriers 3,963,127 45.3%
Airport Total 8,739,389 100.0%

Source: U.S. DOT Air Carrier Activity Information System (ACAIS) database, September 2010.
Prepared by: Ricondo & Associates, Inc., May 2011

! The federal fiscal year is the 12-month period ending September 30.

State of Hawaii DOTA Honolulu International Airport
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I. AVAILABILITY OF GATES

This section presents responses to suggested guidelines for completing the Availability of
Gates portion of the Competition Plan, as outlined in the FAA’s Program Guidance Letter
04-08 (September 30, 2004).

11

1.2

1.3

Number of gates available at the Airport by lease arrangement (i.e., exclusive,
preferential, or common use); whether any air carriers that have been serving
the Airport for more than three years are relying exclusively on common-use
gates.

As shown in Table 2, none of the 52 gates at the Airport is exclusively assigned to
any air carrier. As also shown, 23 of these gates are assigned on a preferential basis,
with the remaining 29 gates maintained by DOTA on a common-use basis. The 10
preferential-use boarding gates within the sterile passenger holding area at the
Commuter Terminal lead to 13 aircraft parking positions.

All carriers operating in the Overseas Terminal rely exclusively on common-use
gates. Hawaiian has 13 preferential gates in the Interisland Terminal and the Makai
Pier; while go! Mokulele, Mokulele Express, Island Air, and Pacific Wings have
preferential gates in the Commuter Terminal.

Diagram of the Airport concourses and current allocation of gates.

Exhibit 1 provides a diagram of the Airport’s concourses, the existing gate locations,
and aircraft hardstands while Table 3 provides the current allocations of each gate to
the air carriers.

Samples of gate use monitoring charts, along with a description of how the
charts are derived and how they are used by DOTA staff.

DOTA does not monitor gate usage at the Makai Pier, the Interisland Terminal, or the
Commuter Terminal since all the gates are preferential use. They do monitor usage at
the Overseas Terminal where all gates are common use. Currently, DOTA does not
have a capacity problem at the Airport.! As a result, there is not a need to constantly
monitor usage unless an airline reports a problem gating an aircraft due to the
assigned gate being occupied. If that happens, the airline affected reports the incident
to the O’ahu District’s Ramp Control Office. Ramp Control investigates the incident
and, if warranted, a new gate assignment chart is prepared and issued.

HNL is in a unique position due to its geographical position. As soon as aircraft
depart for the Airport, the airline notifies the O’ahu District Ramp Control Office of
their impending arrival. Typically there is not a problem accommodating any flights,
but on the occasions that several airlines are operating irregular schedules, there is a
possibility of a gate conflict. However, with the advance notice provided, the Ramp
Control Office routinely has five to six hours advance notice and, with 29 common

There has not been any instance whereby passengers had to be enplaned or deplaned at hardstands
because a gate was not available (although the assigned gate may not have always been the
preference of the airline).

State of Hawaii DOTA Honolulu International Airport
Competition Plan — FFY 2011 Page 2



I. AVAILABILITY OF GATES

1.4

1.5

1.6

1.7

use gates, can “respot” aircraft as necessary, after the 3 hours mandated by the
Airport’s gating policy.

Ramp charts are updated for seasonal schedule changes and when any airline’s
schedule incurs a significant adjustment. Exhibit 2 depicts the Honolulu ramp
operations gate charts for May 19, 2011.

Description of the process for accommodating new service by an incumbent
airline and service by a new entrant.

When a new carrier wants to initiate service at HNL, they are directed to contact the
Manager of the O’ahu District Airport. The O’ahu District Office provides the basic
information about the Airport (such as fees and charges to the requesting carrier) and
requests that they provide their proposed schedule, equipment type, and facility
needs. When received, the facility requirements are reviewed by the Landside
Operations Manager, and the schedule and gating needs are reviewed by the Ramp
Control Unit. Those two offices work together to determine what DOTA believes to
be the most efficient available facilities. The requesting carrier is then notified by the
O’ahu District Office of the suggested facilities. The entire process normally does
not take longer than 24 hours. Once the requesting carrier indicates that the facilities
should work for its operations the carrier is sent an On-Airport Operators
Questionnaire that it fills out stating who they are, facility needs, flights, aircraft,
insurance compliance, etc. This questionnaire, attached at the end of this section as
Exhibit 3, is generic and used for all tenants and operators, so only portions of the
questions apply to air carriers.

Incumbent airlines contact the Landside Operations Office and the Ramp Control
Unit directly to request any additional space or gate needs. Each office advises the
incumbent carrier of the District’s ability to meet the request.

Differences, if any, between gate use monitoring policy at PFC-financed
facilities, facilities subject to PFC assurance #7, and other gates.

No gates at the Airport have been funded using PFC revenue.

Description of any instances in which the PFC competitive assurance #7
operated to convert previously exclusive-use gates to preferential-use gates, or
led such gates to become available to other users.

No gates at the Airport have been funded using PFC revenue.

Gate use described as departures per gate per week and month reported for
each gate.

Table 4 provides departures by gate for the Airport for week ending July 23, 2010.

State of Hawaii DOTA Honolulu International Airport
Competition Plan — FFY 2011 Page 3



I. AVAILABILITY OF GATES

1.8 Policy regarding “recapturing” gates that are not being fully used. If no policy
exists, explain how DOTA will accommodate a carrier requesting a gate at the
Airport in the circumstances of under-utilized gates.

Preferential gates can be recaptured if use is less than six flights per day per
individual gate or can be recaptured on 30 days’ notice cancelling the Revocable
Permit. The Property Management Section of the Airports Division rules on a
request for classifying a gate as preferential, as well as being the department that
cancels a Revocable Permit.

1.9 The circumstances of accommodating a new entrant or expansion during the 12
months preceding filing, including any denial of accommodation for gates,
holdrooms, ticket counters, baggage facilities, or overnight parking positions.

All new entrants and incumbent airlines wishing to expand service at the Airport
during the 12 months preceding filing of this Competition Plan have been
accommodated to date. China Eastern and Lufthansa charters have requested
accommodation for future flights. These requests can be accommodated. Any new
international service can be refused landing rights by Customs and Border Protection
if they request an arrival at a time that would overwhelm the customs and
immigration facilities. If that were to occur, the carrier would have the option of
revamping its schedule. As mentioned in Section 1.4 above, carriers that will be
operating at the Airport are sent an On-Airport Operators Questionnaire that they fill
out stating who they are, facility needs, flights, aircraft, insurance compliance, etc.
This questionnaire, attached at the end of this section as Exhibit 3, is generic and used
for all tenants and operators, so only portions of the questions apply to air carriers.

1.10 Number and identity of carriers in the past 12 months that have requested
access or sought to expand, how they were accommodated, and the length of
time between any requests and access.

In May 2010, there were 34 passenger airlines operating at the Airport. Due to
seasonal activity trends and charter activity, this number fluctuated through April
2011 (29 passenger airlines in this month). Table 5 provides a detailed listing of
airline activity changes at the Airport by month and by air carrier.

In the past 12 months, there have not been any carriers requesting access or sought to
expand at the Airport. Hawaiian Airlines has, however, advised DOTA of a future
need for gates to meet its planned delivery schedule of new aircraft. As discussed in
more detail in Section 1.13 below, DOTA is evaluating concourse expansion plans
with a targeted completion in 2019.

Based on past experience, the length of time between any requests and access for
immediate schedule changes for new flights has typically been between 24 to 48
hours.

State of Hawaii DOTA Honolulu International Airport
Competition Plan — FFY 2011 Page 4



I. AVAILABILITY OF GATES

1.11  Resolution of any access complaints during the 12 months preceding filing.

The DOTA has not received any complaints regarding near-term access during the
twelve (12) months preceding filing of this Competition Plan.

However, along that line, one of the alternatives that DOTA was evaluating as a
possible method of meeting future fleet plans for Hawaiian Airlines involved
relocating the four commuter airlines from their present location in the Commuter
Terminal. Because the commuter carriers had requested that they have facilities of
similar grade as Hawaiian Airlines, this particular alternative looked at relocating the
commuters to the Makai Pier and use of gates at that location. Three of the four
commuter airlines expressed satisfaction with the proposed location and facilities, but
requested a reduced level of rates, fees, and charges. Because the rental fees for
facilities in the Makai Pier are governed by agreement between the signatory airlines
and the State, a reduction could not be granted. An alternative concept is being
developed. The final location and cost of the alternative concept have not yet been
finalized.

1.12  Usel/lose or use/share policies for gates and other facilities. If no such policies
exist, explain how the DOTA will accommodate a carrier requesting a gate in
the circumstances of sub-utilized gates.

The goal of DOTA is to maximize the use of facilities to meet the operational needs
of the Airport’s tenants and users. As such, DOTA has included gate use language in
the First Amended Lease Extension Agreement. Preferential gates have a six-flight
minimum requirement or can be reclassified as common-use. The Airport has
available ticket counter space and can accommodate new carriers at its common use
and preferential use gates. At the Interisland Terminal, all ticket counter spaces are
currently leased to Hawaiian Airlines under Revocable Permits. Should another carrier
initiate service at the 11T, DOTA can revoke individual permits and reassign ticket counter
space.

1.13 Plans to make gates and related facilities available to new entrants or to air
carriers that want to expand service at the Airport; methods of accommodating
new gate demand by air carriers at the Airport (common-use, preferential-use,
or exclusive-use gates); and length of time between when an air carrier initially
contacts the DOTA and the possible commencement of service.

DOTA is planning to construct additional gates to meet future expansion plans for
Hawaiian Airlines (acquiring additional aircraft). Specific plans and alternatives are
being evaluated with intent to complete construction of new facilities by 2019
(additional gates will be built that can accommodate either (1) six wide-body aircraft,
(2) 11 narrow-body aircraft, or (3) a combination of the two). All of the new gates
will initially be common-use; however, these common-use gates can be converted to
preferential use if an airline requests and operates at least six flights per day at each
preferential gate.

State of Hawaii DOTA Honolulu International Airport
Competition Plan — FFY 2011 Page 5



I. AVAILABILITY OF GATES

1.14 Availability of an Airport competitive access liaison for requesting facilities,
including new entrants.

The Manager of O’ahu District Airport serves as DOTA’s competitive access liaison
for requesting facilities, including new entrants.

1.15 The resolution of any complaints of denial of reasonable access by a new entrant
or an air carrier seeking to expand service in the 12 months preceding the filing
of the Competition Plan. Explain how the complaints were resolved, including a
description of the dispute resolution procedures at the Airport, and the contact
official, the process of mediating or addressing disputes, a timeline, and a review
process.

No complaints of denial of reasonable access have been filed by any new entrants or
existing airlines in the twelve (12) months preceding the filing of this Competition
Plan.

The air carriers’ use and occupancy of facilities at the Airport is governed by the
terms and conditions of Revocable Permits (Permit). Paragraph 33 of the Permit
states that “Any and all disputes and/or questions arising under this Permit shall be
referred to the Director of Transportation and his determination of such disputes or
questions shall be final and binding on the parties.” Dispute resolution can usually be
ruled on within 30 to 180 days.

1.16  Number of remain overnight (RON) aircraft positions available at the Airport
by lease arrangement (i.e., exclusive, preferential, common-use, or unassigned,
and distribution by carrier). Describe procedures for monitoring and assigning
RON positions and for communicating availability of RON positions to users.

All RON aircraft parking positions are common use, including aircraft hardstands at
Elliot Street (81 through 88), Diamond Head (1A, 1B, 1C, 2, 3, 4, and 5), new
constructed hardstands (90 through 93), and Aloha Air Cargo (95, 96, and 97). The
person on duty in the O’ahu District’s Ramp Control Office assigns RON positions.

Because all terminal gates are used for RON aircraft, Exhibit 1 previously discussed
in Section 1.2 presents the RON aircraft positions available at the Airport. There are
currently 55 RON aircraft parking positions and 22 aircraft hardstands (10
preferential-use boarding gates at the Commuter Terminal lead to 13 aircraft parking
position; thus, 52 plus 3 equals 55 aircraft parking positions). These figures can vary
depending on aircraft adjacency and aircraft design group being accommaodated.

State of Hawaii DOTA Honolulu International Airport
Competition Plan — FFY 2011 Page 6



I. AVAILABILITY OF GATES

TABLE 2
State of Hawaii DOTA
Honolulu International Airport
Competition Plan - Federal Fiscal Year 2011

AVAILABLE GATES BY LEASE ARRANGEMENT

Location Total Gates Preferential Gates Common-Use Gates
Overseas Terminal 29 0 29

Makai Pier 5 5 0
Interisland Terminal 8 8

Commuter Terminal 10 10

Total 52 23 29

Source: State of Hawaii DOTA, May 2011.
Prepared by: Ricondo & Associates, Inc., May 2011

State of Hawaii DOTA Honolulu International Airport
Competition Plan — FFY 2011 Page 7



I. AVAILABILITY OF GATES

TABLE 3
State of Hawaii DOTA
Honolulu International Airport
Competition Plan - Federal Fiscal Year 2011

CURRENT ALLOCATION OF GATES

Overseas Terminal

Interisland/Makai Pier Terminals

Commuter Terminal ¥

Gate Airline Gate Airline Gate Airline
6 United/Continental 49 Hawaiian 71 go! Mokulele
7 United/Continental 50 Hawaiian 72 go! Mokulele
8 United/Continental 51 Hawaiian 73 go! Mokulele
9 United/Continental 52 Hawaiian 74 go! Mokulele
10 United/Continental 53 Hawaiian 75 Island Air
11 United/Continental 54 Hawaiian 76 Island Air
12 See Note 55 Hawaiian 77 Island Air
13 See Note 56 Hawaiian 78 Island Air
14 Continental 57 Hawaiian 79  Mokulele Express
15 Continental/US Airways 58 Hawaiian 80 Pacific Wings
16 American/US Airways 59 Hawaiian
17 American/US Airways 60 Hawaiian
18 American 61 Hawaiian
19 Alaska
20 Delta
21 Alaska
22 Delta
23 Alaska
24 See Note
25 See Note
26 See Note
27 See Note
28 See Note
29 See Note
30 See Note
31 See Note
32 See Note
33 See Note
34 See Note

Note: International flights are given priority at gates 24 through 34. Other gates accommodating
international flights include gates 12 and 13. These airlines include: Hawaiian, Japan, All Nippon
Airways, China, Air New Zealand, Philippines, Air Japan, Jetstar, Qantas Airways, Continental

Micronesia, Delta, and Korean.

1/ Gate numbers do not correspond to aircraft parking position numbers shown on Exhibit 1. These

10 gates lead to 13 aircraft parking positions.

Source: State of Hawaii DOTA, May 2011.
Prepared by: Ricondo & Associates, Inc., May 2011.

State of Hawaii DOTA
Competition Plan — FFY 2011
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I. AVAILABILITY OF GATES

TABLE 4 (1 OF 2)
State of Hawaii DOTA
Honolulu International Airport
Competition Plan - Federal Fiscal Year 2011

OVERSEAS TERMINAL GATE UTILIZATION - WEEK ENDING JULY 23, 2010

Departures
Gate Mon-Fri Saturday Sunday Weekly Monthly
6 13 4 2 19 69
7 15 4 3 22 9%
8 23 4 4 31 128
9 19 1 4 24 99
10 0 0 0 0 8
11 13 2 1 16 61
12 10 3 2 15 66
13 20 3 4 27 102
14 10 4 2 16 77
15 15 2 3 20 79
16 7 3 2 12 45
17 15 3 3 21 92
18 19 4 4 27 118
19 15 2 3 20 89
20 6 2 1 9 38
21 10 2 2 14 58
22 13 2 2 17 66
23 8 3 2 13 55
24 30 5 5 40 172
25 21 3 4 28 132
26 12 4 3 19 88
27 13 4 2 19 70
28 9 2 2 13 61
29 8 2 1 11 43
30 6 1 2 9 32
31 6 3 1 10 41
32 5 1 1 7 30
33 6 1 1 8 31
34 3 1 2 6 33
State of Hawaii DOTA Honolulu International Airport
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I. AVAILABILITY OF GATES

TABLE 4 (2 OF 2)

State of Hawaii DOTA
Honolulu International Airport
Competition Plan - Federal Fiscal Year 2011

INTERISLAND TERMINAL AND COMMUTER TERMINAL
GATE UTILIZATION - WEEK ENDING JULY 23, 2010

Departures
Gate Mon-Fri Saturday Sunday Weekly Monthly
49 44 9 8 61 276
50 13 2 3 18 70
51 31 6 7 44 191
52 45 6 9 60 224
53 19 6 5 30 133
54 47 9 8 64 272
55 70 15 12 97 436
56 71 13 17 101 443
57 51 12 13 76 342
58 30 6 8 44 174
59 43 8 7 58 248
60 14 4 5 23 93
61 40 6 6 52 204
71 50 8 10 68 243
72 36 6 8 50 209
73 30 7 9 46 214
74 23 7 4 34 164
75 0 0 0 0 20
76 31 6 7 44 220
77 1 0 0 1 2
78 2 2 5 12
79 71 14 14 99 393
80 0 0 0 0 15
1,111 227 230 1,568 6,677

Source: Gate Management System, Honolulu International Airport, May 2011.

Prepared by: Ricondo & Associates, Inc., May 2011.
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I. AVAILABILITY OF GATES

Exhibit 2 Operations Ramp Charts Sample (May 19, 2011) [1 of 2]

Thu 19 May 2011
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I. AVAILABILITY OF GATES

Exhibit 2 Operations Ramp Charts Sample (May 19, 2011) [2 of 2]

Thu 19 May 2011
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I. AVAILABILITY OF GATES

Exhibit 3 Prospective On-Airport Operator Qualification

1.  Name of Applicant:

2. Mailing Address:

PROSPECTIVE ON-AIRPORT OPERATOR QUALIFICATION

a.

b.

3. Phone: (Bus)

4, Key Management Personnel:

President:

(Res/Emerg) (Cell),

Executive Vice
President:

Director of
Operations:

Finance Officer/
Comptroller:

Maintenance
Supervisor:

Officer
Manager:

5. Organization

Specify the term which applies to your firm:

( ) Sole Proprietorship
( ) Partnership (also complete 5a)
( ) Corporation (also complete 5b)

DOTA - 10/94

State of Hawaii DOTA

Competition Plan — FFY 2011
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I. AVAILABILITY OF GATES

Exhibit 3 Prospective On-Airport Operator Qualification

a. If partnership, complete the following:

Name of Partners Addresses

b. If a corporation, date of incorporation
State of

Corporate Officers Name

President

Vice President

Secretary

Treasurer

. Are you registered to do business in the State of Hawaii?

Yes ___ No___; if yes, when (date)
6. Hawaii Gross Income Tax License No.
i Name and Branch of banks in Hawaii which handle your business accounts:

8. Scope of Activity
For each of the following categories, describe the scope of your intended

operations and the means and methods that you will employ to accomplish
your contemplated operating standards and business activity.

DOTA - 10/94

State of Hawaii DOTA Honolulu International Airport
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I. AVAILABILITY OF GATES

Exhibit 3 Prospective On-Airport Operator Qualification

a.  Proposed date of starting the business and desired term (length) of
conducting same.

b.  The services and products to be offered.

c. Describe how you expect to use the premises at the airport. Also,
address the following three (3) sub-categories in your explanation:

1)  The size (land or floor area) needed to conduct your work. Include
figures for office, shop, work benches, reception, parts warehouse,
customer parking, employee parking, ctc.

2)  List and explain the number and types of improvements or changes
you would make. Give an estimate of the cost of such improvements
and a time schedule of when you anticipate to make them. The
improvements must include landscaping. Submission of preliminary
drawings of your plans or facility layout is preferred.

Describe the type of building (shape, function, material, number of
stories, etc.) if any, you would construct. Give the size and general
dimensions of the building(s) you expect to erect. If your building(s)
are of a pre-engineered design, list the name of the
designer/manufacturer who will supply the building(s).

3) Preferred Location. Indicate the specific site, lot number or
general area which you would like to use. Make at least three
(3) choices in the order of your preference, if you seek alternate
sites.

DOTA - 10/94

State of Hawaii DOTA Honolulu International Airport
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I. AVAILABILITY OF GATES

Exhibit 3 Prospective On-Airport Operator Qualification

d.  Submit copies of your operating and licensing certificates issued by
the U. S. Department of Transportation, Federal Aviation
Administration and any other Federal agency.

e Indicate the number and type of aircraft in your fleet (leased or
owned), the aircraft under a service-hangar keeper contract to you,
and customers' aircraft which you expect to have on the premises.

f. Indicate the number of persons to be employed or under contract for
your operations which you will have on the premises—include titles
and job function.

g. . How many customers, visitors, guests and deliveries (pick-up/drop-
off) do you expect to have each day.

h.  Indicate what your regular business hours will be. If you expect to
conduct off-hour operations, describe your projected schedules.

i List the type and amount of insurance coverage you now have for
your business. (Note: The State of Hawaii requires, as a minimum, a
general comprehensive public liability policy with a combined single
limit coverage of note less than $1,000,000 for bodily injury and
property damage per occurrence.

DOTA - 10/94

State of Hawaii DOTA Honolulu International Airport
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I. AVAILABILITY OF GATES

Exhibit 3

Prospective On-Airport Operator Qualification

9.

j. If any, indicate the number and describe any sub-tenants you expect to
allow on the premises.

Financial Statement, in a form satisfactory to the Airports Division.

a. Provide a state(s) as evidence of your financial background duly
verified and prepared by a certified public accountant or authorized
personnel/management. The statement(s) must be submitted in one of
the following ways:

1) A complete audited financial statement prepared by a certified
public accountant for the previous three (3) years of operation.
If you were in existence and/or in business for less than three
(3) years, but greater than one (1) year, the years of operation
will suffice.

2) A complete unaudited financial statement (balance sheet and
income statement) with supporting documentation for all
balance sheet items, along with a complete copy of your federal
income tax returns submitted to the Internal Revenue Service
(must include all forms/schedules, be signed and dated by an
owner/officer and preparer) for the previous three (3) years of
operation subscribed to by authorized personnel/management of
our organization. If you were inexistence and/or in business for
less than three (3) years, but greater than one (1) year, the years
of operation will suffice.

3) A complete audited or unaudited financial statement with
supporting documentation for all balance sheet items for the
most recent month or quarter of operation, whichever greater, if
the company was in business for less than one (1) year.

Note:  If your organization is a parent company, subsidiary,

holding company, or affiliate, the information requested
above is also required for such companies.

DOTA - 10/94
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I. AVAILABILITY OF GATES

Exhibit 3 Prospective On-Airport Operator Qualification

b.  Present your business plan. Indicate how you expect to run your
business, who will be your patrons, cutomers and clientele, and your
revenue-expense projections. Describe how you plan to finance the
construction of your facility.

You must include your business projections and financial plans that
you expense to employ to initiate your operations, develop your
business, and maintain the level of sales or service commensurate
with a viable enterprise.

o Submit three (3) or more letters of reference, one which shall be to

show your credit worthiness and capability to manage your finances;
the other letters should attest to your business and professional record.

10. Experience

a. Provide a resume or similar statement of experience in the aviation
industry, business, or related field, for each principal in your
organization. i

b.  List any certificates, degrees, designations or special awards (e.g. fuel

handling) received by your firm or members of your staff.

c.  Describe any special techniques or skills gained by members of your
staff that offer unique or valuable services to the aviation market.

DOTA - 10/94
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1. LEASING AND SUBLEASING

This section presents responses to suggested guidelines for completing the Leasing and
Subleasing portion of the Competition Plan, as outlined in the FAA’s Program Guidance
Letter 04-08 (September 30, 2004).

2.1

2.2

2.3

2.4

Is a subleasing or handling arrangement with an incumbent carrier necessary to
obtain access.

A subleasing or handling arrangement with an incumbent carrier is not necessary for
new carriers to obtain access at the Airport. However, DOTA has converted every
lease to a Revocable Permit (Permit) at its first opportunity. Only one airline still
leases space under the Airline Agreement and currently does not sublease space. The
Permit does not permit subleasing of space. Paragraph 19 of the Permit states: “This
Permit and the Premises or any part thereof inclusive of any and all rights or
obligations accruing or arising under it shall not be sold, transferred, assigned, leased,
mortgaged, or otherwise alienated or encumbered in any manner whatsoever.”

How DOTA assists requesting airlines in obtaining a sublease or ground
handling arrangement.

Not applicable.
DOTA oversight policies for sublease fees and ground handling arrangements.

Although only applicable for one air carrier, the DOTA’s Sublease Evaluation Policy
prevents speculation (sandwich profit) from the use of State-owned land, but at the
same time recognizes the sub-lessor’s right to make a fair return on the investment.
In summary, it states the following:

e The sublease rental amount cannot be an amount that would provide a large
excess sandwich profit to the sub-lessor.

e The term of the sublease cannot exceed the term of the Airline Agreement
between the sub-lessor and the State.

e The use of the sublease must conform to uses allowed under the Airline
Agreement.

o |If there are conflicting terms between the sublease and the Airline
Agreement, the Airline Agreement shall prevail.

Process by which availability of facilities for sublease or sharing is
communicated to other interested carriers and procedures by which sublease or
sharing arrangements are processed.

Not applicable.

State of Hawaii DOTA Honolulu International Airport
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1. LEASING AND SUBLEASING

2.5

2.6

2.7

2.8

2.9

2.10

DOTA oversight policies concerning schedule adjustments that may affect
subtenants and mechanisms to provide continued access to subtenants in those
situations.

Not applicable.

DOTA policies regarding sublease fees (e.g., no more than 15 percent above the
standard fee).

Although only one air carrier currently has the ability to sublease space at the Airport
and currently has no plans to do so, conditions in the Airline Agreement require
DOTA approval on any sublease. Also, it’s DOTA’s policy to deny, take all or a
portion of, or require a change to sublease rents which it considers excessive and/or
speculative.

How complaints by subtenants about excessive sublease fees or unnecessary
bundling of services are resolved.

For the most part, not applicable at the Airport due to restrictions contained in the
Permit. In the rare chance that this situation comes about at the Airport, then the
response to Section 2.6 will come into play.

How independent contractors that want to provide ground handling,
maintenance, fueling, catering, or other support services and have been unable
to establish a presence at the Airport are accommodated.

Carriers and ground handling companies can provide ground handling services. If a
complaint is brought to the O’ahu District Office, the carrier is offered space to lease
and/or is provided with contact information for airport ground handlers. Any
significant complaint of any type is subject to Hawaii Administrative Rules and sent
to the Director of DOT.

Whether formal arrangements are in place to resolve disputes among air
carriers regarding the use of Airport facilities, and if applicable, a description of
these procedures.

The air carriers’ use and occupancy of facilities at the Airport is governed by the
terms and conditions of Revocable Permits (Permit). Paragraph 33 of the Permit
states that “Any and all disputes and/or questions arising under this Permit shall be
referred to the Director of Transportation and his determination of such disputes or
questions shall be final and binding on the parties.” Dispute resolution can usually be
ruled on within 30 to 180 days.

Resolution of any disputes over subleasing arrangements in the 12 months
preceding filing.

Not applicable. There haven’t been any subleasing arrangements at the Airport in the
12 months preceding filing of the Competition Plan.

State of Hawaii DOTA Honolulu International Airport
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1. LEASING AND SUBLEASING

2.11  Copies of lease and use agreements in effect at the Airport.

Copies of the following documents in effect at the Airport are provided as Exhibits
following Section 9 of this Competition Plan:

« Appendix A: 1962 Airport-Airline Lease Agreement.
« Appendix B: 1994 Lease Extension Agreement
« Appendix C: 2007 First Amended Lease Extension Agreement

« Appendix D: Revocable Permit

State of Hawaii DOTA Honolulu International Airport
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I1l. PATTERNS OF AIR SERVICE

This section presents responses to suggested guidelines for completing the Patterns of Air
Service portion of the Competition Plan, as outlined in the FAA’s Program Guidance Letter
04-08 (September 30, 2004).

Table 6 presents the airlines serving the Airport in May 2010 and May 2011. As shown, 24
airlines served the Airport in May 2010, compared to 22 airlines in May 2011. The loss of
two airlines was due to (1) the merger of Continental Micronesia with Continental in
December 2010 to simplify future integration steps between United and Continental and (2)
the merger of JALways with Japan Airlines.

Table 7 presents domestic patterns of scheduled nonstop airline service at the Airport for
May 2010 and May 2011. As shown:

« Number of Markets Served/Average Daily Flights. A total of 29 markets were
served nonstop from the Airport in May 2010, compared to 28 markets served
nonstop in May 2011. A total of 185 daily nonstop flights were operated in May
2010 and a total of 190 daily nonstop flights were operated in May 2011.

« Number of Small Communities Served. For the purposes of these analyses, a
“small” community is defined as either a small air traffic hub or a nonhub, as defined
by the FAA (based on its percentage share of nationwide enplanements). As shown,
six small communities were served with daily nonstop flights from the Airport in
May 2010, and seven small communities were served with daily nonstop flights from
the Airport in May 2011.

« Number of Markets Served by Low-Cost Carriers. Four markets were served by
low-cost carriers in May 2010, compared to six markets in May 2011.

« Number of Markets Served by One Carrier. In May 2010, one carrier served 17
of the 29 markets served nonstop from the Airport. One carrier served 16 of the 28
markets served nonstop from the Airport in May 2011.

« Number of Markets Added/Dropped in the Past Year. The number of markets
served from the Airport in May 2010 versus May 2011 was reviewed. The net results
of the changes in the number of markets served and the number of daily flights
include:

> A decrease of one nonstop market from the Airport in May 2011 (28) versus May
2010 (29).

> An increase of five daily nonstop flights from the Airport in May 2011 (190)
versus May 2010 (185).

State of Hawaii DOTA Honolulu International Airport
Competition Plan — FFY 2011 Page 24



I1l. PATTERNS OF AIR SERVICE

Table 8 presents international patterns of scheduled nonstop airline service at the Airport in
May 2010 and May 2011. As shown:

« Number of Markets Served/Weekly Flights. A total of 12 nonstop markets were
served from the Airport in May 2010, compared to 13 nonstop markets in May 2011.
A total of 127 weekly nonstop flights were operated in May 2010, and 153 weekly
nonstop flights were operated in May 2011.

« Number of Markets Served by Low-Cost Carriers. The same low-cost carriers
provided nonstop service to the same two markets in May 2010 and in May 2011:
Jetstar Airways to Sydney; and WestJet to Vancouver.

e Number of Markets Served by One Carrier. In May 2010, six of the 12 nonstop
markets served from the Airport were served by one carrier. Six of the 13 nonstop
markets served from the Airport were served by one carrier in May 2011.

« Number of Markets Added/Dropped in the Past Year. The number of markets
served from the Airport in May 2010 versus May 2011 was reviewed. The net results
of the changes in number of markets served and weekly flight service include:

> An increase of one nonstop market from the Airport in May 2011 (13) versus
May 2010 (12).

» An increase of 26 weekly nonstop flights from the Airport in May 2011 (153)
versus May 2010 (127).

State of Hawaii DOTA Honolulu International Airport
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I1l. PATTERNS OF AIR SERVICE

TABLE 6

State of Hawaii DOTA
Honolulu International Airport

Competition Plan - Federal Fiscal Year 2011

AIRLINES SERVING THE AIRPORT

May-10 May-11
Air Canada Air Canada
Air New Zealand Air New Zealand
Air Pacific Air Pacific
Alaska Alaska
All Nippon All Nippon
American American
China China
Continental Continental
Continental Micronesia Merged into Continental in Jan 2011
Delta Delta
Hawaiian Hawaiian
Island Air Island Air
JALways Merged into Japan Dec 2010
Japan Japan
Jetstar Jetstar
Korean Korean
Mesa Mesa
go! Mokulele go! Mokulele
Pacific Wings Pacific Wings
Philippine Philippine
Qantas Qantas
United United
US Airways US Airways
WestJet WestJet

Sources: O&D Survey of Airline Passenger Traffic, U.S. DOT.
Prepared by: Ricondo & Associates, Inc., May 2011.

State of Hawaii DOTA Honolulu International Airport
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I1l. PATTERNS OF AIR SERVICE

TABLE 8
State of Hawaii DOTA
Honolulu International Airport
Competition Plan - Federal Fiscal Year 2011

INTERNATIONAL PATTERNS OF NONSTOP AIR SERVICE

May-10 May-11
Number Number

Weekly of Weekly of
Markets Served Flights * Carriers Flights 2 Carriers
Apia, Samoa 1 1 1 1
Auckland, New Zealand 2 1 2 1
Chrisymas Island, Kiribati 1 1
Majuro, Marshall Islands 3 1 4 1
Manilla, Philippines 7 2 7 2
Nadi, Fiji 3 2 2 2
Nagoya, Japan 7 1 7 1
Osaka, Japan 14 2 14 2
Papeete, French Polynesia 1 1 1 1
Seoul, Republic of Korea 7 1 18 2
Sydney, Australia 10 3 15 3
Tokyo, Japan 61 6 70 6
Vancouver, Canada 11 2 11 2
Total (12 markets in 5/2010; 13 in 5/2011) 127 153
Notes:
1/ Week of May 15, 2010 through May 21, 2010.
2/ Week of May 14, 2011 through May 20, 2011.
Source: Official Airline Guide, Inc. (OAG), May 2011.
Prepared by: Ricondo & Associates, Inc., May 2011.
State of Hawaii DOTA Honolulu International Airport
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V. GATE ASSIGNMENT POLICY

This section presents responses to suggested guidelines for completing the Gate Assignment
Policy portion of the Competition Plan, as outlined in the FAA’s Program Guidance Letter
04-08 (September 30, 2004).

4.1

Gate assignment policy and method of informing existing carriers and new
entrants of this policy, including standards and guidelines for gate use and
leasing, such as security deposits; minimum usage, if any; fees; terms; master
agreements; signatory and non-signatory requirements.

The current gate assignment policy, effective June 1, 1985, is entitled “Aircraft
Parking and Gate Assignments” (Policy). Even though it is over 25 years old, the
O’ahu District Office feels this policy continues to work well and cannot cite any
problems with the Policy. The District does respot airlines (after an allowed 3 hours
at the gate) whenever needed, and the airlines have been cooperative to requests from
the District. The Policy is included at the end of this section as Exhibit 4.

The Ramp Control Office assigns gates to each arriving aircraft. As mentioned in
Section 1, they are provided a five to six hour notice of all arriving overseas flights.
Since all gates in the Overseas Terminal are common-use, gate assignment follows
the gate assignment chart unless there is an irregular operation (see the example of a
gate assignment chart at the end of this section marked Exhibit 5). In that case, the
person on duty in the Ramp Control Office picks an open gate and assigns it to the
incoming aircraft or notifies the carrier occupying the intended gate that it must move
its aircraft. The Policy includes sanctions for non-compliance (see actual page 5 of
the Policy in Exhibit 4). The O’ahu District feels that it has not often run into
resistance on this matter. Gate reassignment decisions are made in the matter of
minutes for inbound flights. When developing a new ramp schedule, the Ramp
Control Office attempts to honor individual airline preferences to the best of its
ability and can meet the vast majority of preferences.

All gates at the Interisland Terminal (1IT) and the Makai Pier are preferentially
assigned to Hawaiian and were intended to be used only for inter-island flights.*
Since, however, these gates are all assigned to Hawaiian and there is no current
capacity problem, the O’ahu District does not manage gate assignments at the 1T or
the Makai Pier.> Should another inter-island jet carrier initiate service at the Airport
and is unable to fit its flight schedule into available times at the 11T gates, DOTA can
revoke individual permits and reassign gates on a market share basis. Additionally, if
necessary due to capacity issues, DOTA could require that Hawaiian move its
overseas flights (or all widebody aircraft) from the 1T to the Overseas Terminal.

Hawaiian processes all types of flights from the IIT today (i.e., to the mainland, inter-island, and
international departures. The only exception is international arrivals. They bring many of their
wide-body aircraft to the IIT. Accommodating these aircraft at the IIT impacts gates availability
for narrowbody aircraft.

The Competition Plan is primarily focusing on the 12 months prior to the submittal of the
document and current conditions. From the FAA standpoint of accommodating carriers at gates,
DOTA has accommodated all carriers at HNL to date. There has not been any instance whereby
passengers had to be enplaned or deplaned at hardstands because a gate was not available
(although the assigned gate may not have always been the preference of the airline).

State of Hawaii DOTA Honolulu International Airport
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V. GATE ASSIGNMENT POLICY

4.2

4.3

4.4

Similarly, gates at the Commuter Terminal are assigned on a preferential basis and
the O’ahu District does not monitor gate usage. Should another commuter airline
enter the inter-island market, the O’ahu District will reassign the 10 preferential gates
at the Commuter Terminal.

Methods for announcing to tenant carriers when gates become available. The
description should discuss whether all tenant air carriers receive information on
gate availability and terms and conditions by the same process at the same time.

No formal announcements are made when gates become available. Communication
is on a case-by-case basis either when requested by a new entrant wishing to serve the
Airport or by existing tenants.

Methods for announcing to non-tenant carriers, including both those operating
at the Airport and those that have expressed an interest in initiating service,
when gates become available.

No formal announcements are made to non-tenant carriers when gates become
available. Communication is on a case-by-case basis either when requested by a new
entrant wishing to serve the Airport or by existing tenants.

Policies on assigning RON positions and how RON position availability
announcements are made.

All RON aircraft parking positions are common use and assigned by the person on
duty in the O’ahu District Office’s Ramp Control Office, subject to the Policy
regarding aircraft parking priorities. No formal announcements are made regarding
the availability of RON aircraft parking positions.

State of Hawaii DOTA Honolulu International Airport
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V. GATE ASSIGNMENT POLICY

Exhibit 4 Aircraft Parking and Gate Assignment Policy

AIRCRAFT PARKING AND GATE ASSIGNMENTS

Aircraft parking and gate assignments in all non-
exclusive, State controlled areas at Honolulu iInternational
Airport are administered by the State Airports Division
through the Oahu District Ramp Control Unit.

Assignments will be made in a manner which will permit
the airport authority maximum flexibility in obtaining the
highest and best use of available gate or aircraft storage
or parking positions from both an operational and economic
standpoint.

Preference on gate/parking will be based on factors
which will identify and establish priority distinction
between competing operators which will enable parking
assignments to be made in the best interest of the airport.
Although a preferred priority ranking is established, conditions
occurring at the time of gate assignment may reguire re-
adjustment of the listed factors to enable more effective
utilization of available gate/parking positions.

I MAIN TERMINAL AREAS ASSIGNMENT FACTORS IN PREFERRED
ORDER OF PRIORITY ARE AS FOLLOWS:

A. Primary

Priority for assignments will include but not
be limited to the following factors:
1. Frequency of a carrier's cseration or activity
during the daytime period in which assignment
is sought as identified by the following

periods:

a. Early morning to early aiternoon
(0600-1400)

b. Early afternoon to late svening

(1400-2300)

. Late evening to early morning
(2300-0600)

2 Japan destined carriers during pericd a.

above: Early morning to early zIterncon
(0600-1400) .

(1)

State of Hawaii DOTA
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V. GATE ASSIGNMENT POLICY

Exhibit 4 Aircraft Parking and Gate Assignment Policy

3 Aircraft arriving from foreign destinations
witn scheduled departure to foreign destinations.
4. Aircraft size and passenger load,
5. Carrier signatory status.
6. Carrier gate preference.

I Carriers operating under "true progressive"
transit mode under passenger gate sterility
requirements cobserved due to U. S. border
clearance regulations.

8. Alrcraft arriving from foreign destinations
with scheduled departures for domestic
destinations.

9. Aircraft arriving from domestic destinations

with scheduled departures for foreign destinations.

10, Operational sancticons.
B. Secondary Factors
ER Reguested side-by-side gate positioning.
2. Gate restrictions/limitations.
£ g8 Scheduled ground time:
a. Carriers with schedulzd groﬁnd times in

excess of three (3) nours duration may
be subject to re-spot to provide active
use of gate for passenger movement.

b. Passenger movements shall have preference
over storage, layover, or originating
departure reguirements.

4. Livestock snipment:

Livestock shipments shall be assigned to *
South Ramp parking positions.

a. Carriers shall be required to provide
any necessary sanitation control measures
resulting from the transfer of livestock,
poultry, swine, horses, or other animal
shipments.

State of Hawaii DOTA Honolulu International Airport
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V. GATE ASSIGNMENT POLICY

Exhibit 4 Aircraft Parking and Gate Assignment Policy

b. All quarantine and animazl importation/
laws, rules, regulations and procedures
shall be observed to include State
agricultural inspection regquirements.

c. Carriers shall be responsible for providing
security and control of animals to
orevent their release onto public or
operational areas of the airport.

Siw Hazardous cargo:

a. All carriers shall provide prior notifi-
cation to airport management of inten-
tion to deliver, store or transfer
hazardous material by providing a copy
of the shipping document or certificate
which identifies the type, shipping
name, gquantity, classification, Department
of Transportation hazardous material
identification number and any special
handling instructiecns.

b. Aircraft consigned with hazardous materials
and explosives in quantities deemed
inappreopriate or potentially hazardous
to adjacent operation with passenger
activity shall be asszigned to isolated
gate or parking posizions.

&5 Appropriate security :nd safety measures
shall be undertaken v the carrier in
tne nandling, storage, loading or un-
loading of hazardous material.

II. OTHER OPERATIONAL CRITERIA

A Carriers will immediately acwvise Zamp Control in

the event of a delay which sxtends scheduled

departure times. Ramp Control snall-endeavor to

accommodate short-term gate celays that will not
ffect follow-on use as determined by priority =
factors.

b In the event a departure ceslay occurs which
will affect follow-on activity, the carrier
experiencing or causing :tnhe <delay will be
relocated to =3 ogerational use

of tne gate.
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V. GATE ASSIGNMENT POLICY

Exhibit 4 Aircraft Parking and Gate Assignment Policy

2. in the event a carrier is temporarily delayed
at a gate due to ATC hold or other similar
short-term problem, the carrier may be subject
to scheduled departure from the gate to make
the space available for a planned follow-on
arrival. Delayed departures shall not maintain
possession of gate positions at the expense
of scheduled follow-on users.

B. Carriers should not anticipate access/entry into a
gate position in advance of their scheduled ETA.
Advanced entry into parking positions will only be
made if such access does not interfere with
normally scheduled activity. 1In the event early
access is not possible, the early arriving carrier
will be regquired to await entry into the assigned
gate at the designated time or accept alternate
parking arrangements. Alternate arrangements will
only be provided if such parking will not disrupt
or interfere with later scheduled use of the
alternate gate position.

€. Gate assignment exemptions may be granted to
accommodate special events or protocol flights,
but shall be subject to prior coordination and
approval by airport management. Placement will be
effected to minimize to the greatest extent
possible disruption to scheduling.

D. Carriers will immediately advise Ramp Control of
known or anticipated delays and include accurate
status updates which will enablzs schedule planning.
Tffort will be made to accommodate carriers affected
by delays, however, only in a manner which will
minimize or avoid disruption to another carrier's
operations. >

B Aircraft major maintenance or major repair aactivities
are not permitted in gate areas. Only turnaround
servicing and minor repair work wnich will not

affect scheduled use of cate posicions will be
permitted at terminal gate positions. =

(4)
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V. GATE ASSIGNMENT POLICY

Exhibit 4 Aircraft Parking and Gate Assignment Policy

III. OPERATING SANCTIONS

A.

Operators which repeatedly fail to acdhere to
scheduled gate use times or repeatedly affect or
interfere with the planned and scheduled use of
gates, or parking positions -by other operators,
will be subject to written notification by airport
management regarding the problem conditions.

Three or more notifications occurring within any
60-day period shall result in the carrier being
temporarily removed from use of their desjred gate
parking positions for a periocd of 30 days. 1In the
event continuing difficulties are experienced, the
offending carrier shall be subject to permanent
reassignment without regard to their particular
operational considerations.

IV. NORTH RAMP GENERAL AVIATION AND SOUTH RAMP AREAS

Primary

Priority for assignments will include but not

- be limited to the following:

1.

2

5.

6.

Security and/or safety considerations.

Operators desiring to engage in the parking or
storage of aircraft which is ccmpatible with the
designated use for such areas shall be favored
over non-conforming users.

Alrcraft size, type and passencsr load status.
Operator signatory status.

Operator preference.

Operational sanctions.

The airport authority shall exercise final determi-
nation with respect to all gate assignments or parking.
while effort will be made to accommodate indivicdual operator |
preferences, effort will be based on criteria established
under this section in a manner which will be in the best
interest of the airport.
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IV. GATE ASSIGNMENT POLICY

Exhibit 5 Gate Assignment Chart —July 16, 2010
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IV. GATE ASSIGNMENT POLICY

Exhibit 5 Gate Assignment Chart —July 16, 2010

Honclukl International Alrpon « Ramp Chart 1
July 16, 2010 Schedule (From DOTA Gate Management Saltware)
Exiating Conditions
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IV. GATE ASSIGNMENT POLICY

Exhibit 5

Gate Assignment Chart —July 16, 2010
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V. GATE USE REQUIREMENTS

This section presents responses to suggested guidelines for completing the Gate Use
Requirements portion of the Competition Plan, as outlined in the FAA’s Program Guidance
Letter 04-08 (September 30, 2004).

51 Gate use monitoring policy, including schedules for monitoring, basis for
monitoring activity (i.e., airline schedules, flight information display systems),
and the process for distributing the product to interested carriers.

See the response to Section 1.3.

5.2 RON monitoring policy.

See the response to Section 1.16.

5.3 Requirements for signatory status and identity of signatory carriers.

The only requirements to become a Signatory Airline at the Airports System are (1)
the execution of the Airport-Airline Lease Agreement, as amended and extended
from time to time and (2) the provision of the appropriate security deposits and
insurances.

As of May 2011, the Signatory Airlines at the Airport include the following airlines:

« Air Canada . Kalitta Air

« Air New Zealand . Korean

. Air Pacific « Mesa

. Alaska « go! Mokulele

« American « North American

« China « Pacific Wings

. Continental « Philippine

« Delta . Qantas Airways

. Evergreen International « United

. FedEx « United Parcel Service

. Hawaiian « US Airways

o JALways o WestJet

54  Where applicable, minimum requirements for leases (i.e., frequency of

operations, number of seats).
As stated in Section E of the First Amended Lease Extension Agreement (Facility
Use), preferential use of holdrooms will require that a Signatory Airline maintain
activity at or above the utilization threshold of an average of six daily turns per
holdroom.
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V. GATE USE REQUIREMENTS

5.5

5.6

5.7

5.8

The priorities, if any, used to determine the carriers that will be accommodated
through forced sharing or subleasing arrangements. Describe how these
priorities are communicated to interested carriers.

See responses to Section 2.
Justification for any differences in gate use requirements among tenants.

The goal of DOTA is to maximize the use of facilities to meet the operational needs
of the Airport’s tenants and users. To maintain preferential-use status, an airline is
required to maintain at least six flights per day per gate. This “use it or lose it” policy
ensures that either (1) the preferential gates are being fully used or (2) provides the
DOTA the flexibility to accommodate the needs of the tenants and users under a
common-use strategy on an as-needed basis.

Usage policies for common-use gates, including, where applicable, a description
of priorities for use of common-use gates. Explain how these priorities are
communicated to interested carriers.

See responses to Section 2.

Methods for calculating rental rates or fees for leased and common-use space.
Where applicable, explain the basis for disparities in rental rates or fees for
common-use versus leased space.

a. The Terminal Rental Rate for the Airport, which is calculated using a cost center
residual methodology, is adjusted annually in the following manner:

« The Terminal Requirement includes the following items related to the
Airport’s Terminal Building cost center: (1) direct and allocated indirect
operating and debt service expenses, (2) pro rata portion of total annual Major
Maintenance, Renewal and Replacement Account deposit, and (3) total
annual O&M Reserve Account deposit LESS (4) any deposit from the future
debt service account, (5) PFC revenues allocated to pay direct and indirect
debt service expenses, and (6) terminal concession revenues.

. The Terminal Rental Rate is calculated by dividing the Terminal Requirement
by Leased Space.

b. With regard to common-use space at the Airport, 100 percent of the specified
charge is prorated among the airlines operating at the Airport based on their
percentage of enplaned passengers during the most recent month for which such
data are available.
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V1. FINANCIAL CONSTRAINTS

This section presents responses to suggested guidelines for completing the Financial
Constraints portion of the Competition Plan, as outlined in the FAA’s Program Guidance
Letter 04-08 (September 30, 2004).

6.1

6.2

6.3

The major source of revenue at the Airport for terminal projects.

The primary sources of revenue at the Airport for terminal-related capital projects
include the following:

« General Airport Revenue Bonds backed by Airports System revenues
« PFC pay-as-you-go proceeds

« Unrestricted Airports System revenues

+ Investment earnings

Rates and charges methodology (residual, compensatory, or hybrid).

Signatory Airlines rates and charges methodology for the Airports System is provided
in the First Amended Lease Extension Agreement executed in Fall 2007, which is an
amendment to the 1994 Lease Extension Agreement, which was an extension of the
1962 Airport-Airline Lease Agreement. The landing fee rate and the HNL terminal
rental rate are calculated under cost center residual methodologies. The terminal
rental rates for all neighbor island airports in the Airports System are discounted as
provided in the 2007 Lease Extension Agreement. To the extent that landing fee
revenues and terminal rental revenues, together with all other revenues, are
inadequate to meet all obligations, an Airports System Support Charges (ASSC)
would be implemented to meet the rate covenant, thus making the overall rates and
charges methodology a residual Airports System that incorporates costs and revenues
for the neighbor island airports. DOTA does not share revenue remaining with the
Signatory Airlines. Exhibit 6 presents the rates and charges at the Airports System
effective January 1, 2011 through June 30, 2011 (Joint Use Baggage System Rates
were revised January 1, 2011. All other rates effective July 1, 2010 remained
unchanged).

Past use, if any, of PFCs for gates and related terminal projects.

The following gates and related terminal projects were paid for, in full or in part,
from PFC revenue:

a. Flight information display systems (FIDS) and public announcement (PA)
systems upgrade at HNL.

b. Air conditioning improvements at HNL.

c. Escalator improvements at HNL.

a. Loading bridge replacement at HNL.

State of Hawaii DOTA Honolulu International Airport
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V1. FINANCIAL CONSTRAINTS

6.4

Availability of discretionary income for Airport capital improvement projects.

DOTA has a significant amount of cash on hand for discretionary project funding. In
order to use these funds for a project, these funds must 1) be appropriated by the
Legislature for a specific project; 2) be allotted by the Governor for the specific
project; and 3) be encumbered by a contract. While there are small amounts allotted
for miscellaneous use or emergencies, every capital project must follow this process.
The process totals a minimum of 15 or 16 months and can be longer, depending upon
the time of year it is determined that it is a desirable project. Requests for project
appropriation are due to the Legislature in August of each year and must include a
source of funding plan. The Legislature appropriates funds by source in July of the
following year. After appropriation, an allotment request must be made to the
Governor. Response is typically six to eight weeks. Once allotted, encumbrance of
the funds in a contract can take an additional six weeks.

As of July 31, 2010 (the last day of Fiscal Year 2010), the Unrestricted Capital
Improvement Fund had an ending balance of approximately $178 million. The
breakout of $178 million is as follows:

« Unrestricted Funds (Encumbered) for Capital Improvement Plan (CIP) - $42
Million
> Funds encumbered for capital improvement projects.
> $35 million is encumbered for CIP program.
> $7 million is encumbered for federal CIP program.

« Unrestricted Funds (Unencumbered) Available for CIP - $136 Million)

> Funds capital projects and presently serving as a source of liquidity
before issuing airport revenue bonds.

> $114 million is reserved for future years cash-designated CIP projects to
be determined by Airports Division’s Engineering Department (AIR-E).

> Unencumbered $22 million Special State CIP Accounts are for allotted
projects.
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V1. FINANCIAL CONSTRAINTS

Exhibit 6 Rates and Charges — FY 2011

ATTACHMENT A

FY 2010 SIGNATORY RATES AND CHARGES
(EFFECTIVE AS OF JANUARY 1, 2011)
State of Hawaii. Department of Transportation
Airports Division
Effective
January 1, 2011
Joint Use Baggage System Rates were revised. All othe rates effective July 1, 2010 remain unchanged

LANDING FEE
(3 per 1,000 pound units of landed weight}
Overseas $3.89
Intenstand $1.52
Airports System Support Charge (ASSC) $0.00

(3 per 1,000 pound units of landed weight)

TERMINAL RENTAL RATES
HONOLULU INTERNATIONAL

Adjusted Terminal Rental Rate ($ per sg.ft.} $48.53
Joint Use Holdroom Rale (3 per epax) $1.43
Joint Use Baggage System Rate {$ per bag) $3.40
Commen Use Ticketing Posiion (3 per epax) -

international Amval Area Rate ($ per dpax) $8.47

HONOLULU COMMUTER TERMINAL

Jont Use Holdroom Rate ($ per epax) $1.13
Joinl Use Baggage System Rate ($ per dpax) $0.87
KAHULUI
Adjusted Terminal Rental Rate ($ per sq.i.) $75.48
Joint Use Holdroom Rate - Overseas (3 per epax) $3.02
Joint Use Holdroom Rale - Interisiand ($ per epax) $1.18
Joint Use Baggage System Rate - Overseas ($ per bag) $1.32
Joint Use Baggage System Rate - Interisland ($ per bag) $1.32

Common Use Ticketing Position - Overseas ($ per cpax)
Commaon Use Ticketing Position - Intensiand (Sper epax)

KONA INTERNATIONAL AT KEAHOLE

Adjusted Terminal Rental Rate ($ per sq.it.) $28.89
Joint Use Holdroom Rate - Overseas (S per epax) $1.13
Jennt Use Holdroom Rate - Interisland ($ per epax) 50.44
Joint Use Baggage Systemn Rate - Overseas ($ per bag) §1.08
Joint Use Baggage System Rate - Intensland ($ per bag) $1.09

Common Use Ticketing Posilion - Overseas ($ per epax)
Commaon U keting Position - Interisiand (Sper epax)

HILO INTERNATIONAL

sted Terminal Rental Rate (§ $45.70

Ja se Holdr 1 Rate - Overseas ($ per epax) 58.72
Joint Use Holdroom Rate - Interis $3.40
em Rate $1.77

m Rate - $1.77
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VIl. AIRPORT CONTROLS OVER CAPACITY

This section presents responses to suggested guidelines for completing the Airport Controls
over Capacity portion of the Competition Plan, as outlined in the FAA’s Program Guidance
Letter 04-08 (September 30, 2004).

7.1

7.2

7.3

Majority-in-Interest (MII) or “no further rates and charges” clauses covering
groundside and airside projects.

Exhibit 1, Article B of the Lease Extension Agreement executed in June 1994
between the Signatory Airlines and the State sets forth the Signatory Airlines’ review
process for Additional Capital Improvements.  The airlines, following a
presentation(s) of the proposed capital projects, may disapprove projects and, with a
deferral to the following Fiscal Year (ending June 30), DOTA can proceed with the
capital projects notwithstanding such disapproval. The process consists of the steps
set forth below:

« Additional Capital Improvements are deemed accepted unless a majority of
Signatory Airlines withhold their concurrence in writing within 60 days of
DOTA presenting them with a written report on the proposed capital
improvements and then meeting with them. Majority is defined as at least 50
percent of the Signatory Airlines representing at least 50 percent of the total
landing fees and Airports System Support Charge (ASSC) paid in the
previous Fiscal Year.

« If a majority of the Signatory Airlines initially withhold concurrence, but a
majority do not again withhold their concurrence in writing within 30 days
of a second meeting with DOTA, then the Additional Capital Improvements
are deemed accepted.

- If a majority of Signatory Airlines withhold concurrence in writing the initial
and second times, then the capital improvements can be undertaken in the
following Fiscal Year.

Any capital construction projects that have been delayed or prevented because
an MII was invoked.

Notwithstanding the MII clauses contained in the 1994 Lease Extension Agreement
regarding Additional Capital Improvements, DOTA is not aware of any Capital
Improvements that have ever been delayed or prevented at the Airport in the past
because an MII was invoked.

Plans, if any, to modify existing M1l agreements.

There are no current plans to modify the existing MII provision. There has never
been an instance that the air carriers denied a project and the provision is fairly
reasonable in that it allows for a second chance for approval and an automatic
approval after a one year deferral. If DOTA were to find the MII provision to be an
obstruction, it might seek alternatives to it.
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VIII. COMMON-USE GATES

This section presents responses to suggested guidelines for completing the Common-Use
Gates portion of the Competition Plan, as outlined in the FAA’s Program Guidance Letter
04-08 (September 30, 2004).

8.1

8.2

8.3

8.4

8.5

The number of common-use gates available at the Airport at the time the
Competition Plan is submitted.

As discussed in Section 1.1, there are 29 common-use gates currently available at the
Airport.

The number of common-use gates at the Airport that DOTA intends to build or
acquire and the timeline for completing the process of acquisition or
construction. Indicate the intended financing arrangements for these common-
use gates.

In the current 5 to 10 year planning horizon, additional gates will be built that can
accommodate either (1) six wide-body aircraft, (2) 11 narrow-body aircraft, or (3) a
combination of the two. These gates will be financed with PFC backed airport revenue
bonds. Additional gates are planned beyond 10 years, but the quantity and timing are
uncertain. All of the near term gates will initially be common-use; however, the First
Amended Lease Agreement (Agreement) executed in Fall 2007 provides for gates to
be leased on a preferential basis if an airline’s schedule meets minimum requirements
(see the response to Section 1.8). Other airlines can be accommodated at a
preferential gate provided there is space in the preferential schedule.

Whether common-use gates will be constructed in conjunction with gates leased
through exclusive or preferential-use arrangements.

See the response to Section 8.2 above.

Whether gates being used for international service are available for domestic
service.

As shown in Table 3, Gates 24 through 34 are given priority for international flights.
Gates 12 and 13 also accommodate international flights. All of these gates are
available for domestic overseas service. International service was provided at the
Central Concourse (Gates 14 through 23); however, busing was required to the
Federal Inspection Services (FIS) and, therefore, not a preferred option.

Whether air carriers that only serve domestic markets now operate from
international gates. If so, describe and explain any disparity in their terminal
rentals versus domestic terminal rentals.

There are no differences in terminal rental rates between domestic overseas and
international service. Any additional costs associated with international flights are
due to FIS costs.
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IX. COMPARISON OF AIRFARE LEVELS

This section presents responses to suggested guidelines for completing the Comparison of
Airfare Levels portion of the Competition Plan, as outlined in the FAA’s Program Guidance
Letter 04-08 (September 30, 2004).

9.1  Average Fare Comparisons

Table 9 presents a comparison of average fares at medium- and large-hub airports during
CY 2008. As shown, the average fare at the Airport was $183.24 during this period,
compared to an average of $178.56 for the airports shown.! The Airport ranked 27" in terms
of average fare among the 66 airports included in the data provided by the FAA.

9.2 Summarized O&D Data by Carrier

This section presents a summary of O&D data by carrier for the Airport during CY 2008.
This summary is in response to the FAA’s Program Guidance Letter 04-08 (September 30,
2004):

Airport managers may submit the following data: Summarized data
for the Airport showing each carrier’s local passengers, average fares,
market share (based on passengers), and average passenger trip length.
This information will be provided for the current year and,
subsequently, trended as the U.S. Department of Transportation
(DOT) makes more current information available. (Source: Table 1 of
data provided by DOT).

As shown in Table 10, Hawaiian had the highest market share of passengers at the Airport in
CY 2008 with 59.1 percent of total O&D passengers. As also shown, Aloha and Mesa had
the lowest average fare among the carriers during this same period, primarily due to the inter-
island nature of their air service at the Airport.

9.3 Summarized O&D Data by Market

This section presents a summary of O&D data by market for the Airport during CY 2008.
This summary is also in response to the FAA’s Program Guidance Letter 04-08 (September
30, 2004):

Airport managers may submit the following data: Summarized data
for the Airport showing local passengers, average passenger trip
length, average passenger yield, and number of city-pair markets
served disaggregated by distance (distinguishing between markets of
750 miles or less and markets over 750 miles), and depending upon
whether or not a low-fare competitor is present. Compare to other
airports that have similar average passenger trip lengths, for short
distance markets (750 miles or less), long distance markets (markets
over 750 miles), or in total. (Source: Table 2 of data provided by
DOT).

! This average was weighted based on number of passengers, including zero-fare passengers.
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IX. COMPARISON OF AIRFARE LEVELS

Table 11 presents short-haul O&D data for the Airport, broken out by markets with and
without service by low-fare carriers. As shown in Table 11:

« Non-Low-Fare Carrier/Short-Haul Markets. Four short-haul O&D markets were
served from the Airport in CY 2008 without service by a low-fare carrier. The
average stage length for these markets was 146 miles, compared to 454 miles for all
the airports summarized; with an average passenger yield of $0.50, compared to
$0.49 overall.

. Low-Fare Carrier/Short-Haul Markets. The Airport did not have any city-pairs
that qualified as low-fare routes (a low-fare carrier has to hold a 10 percent or greater
share on a city-pair route during CY 2008).

Table 12 presents long-haul O&D data for the Airport, broken out by markets with and
without service by low-fare carriers. As shown in Table 12:

- Non-Low-Fare Carrier/Long-Haul Markets. Thirty-seven (37) long-haul O&D
markets were served from the Airport without low-fare carrier service in CY 2008.
The average stage length for these markets was 3,860 miles, compared to 1,504 miles
for all the airports summarized; with an average passenger yield of $0.10, compared
to $0.18 overall.

. Low-Fare Carrier/Long-Haul Markets. Thirty-three (33) long-haul O&D markets
were served from the Airport by a low-fare carrier in CY 2008. The average stage
length for these markets was 3,111 miles, compared to 1,528 miles for all the airports
summarized; with an average passenger yield of $0.10, compared to $0.14 overall.

Table 13 presents all stage length O&D data for the Airport, broken out by markets with and
without service by low-fare carriers. As shown in Table 13:

« Non-Low-Fare Carrier/All Stage Length Markets. In total, 41 O&D markets were
served from the Airport without low-fare carrier service in CY 2008. The average
stage length for these markets was 2,554 miles, compared to 1,068 miles for all the
airports summarized; with an average passenger yield of $0.05, compared to $0.09
overall.

. Low-Fare Carrier/Short-Haul Markets. In total, 33 O&D markets were served
from the Airport by a low-fare carrier in CY 2008. The average stage length for these
markets was 3,111 miles, compared to 1,273 miles for all the airports summarized;
with an average passenger yield of $0.10, compared to $0.17 overall.
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IX. COMPARISON OF AIRFARE LEVELS

TABLE 9 (1 OF 2)
State of Hawaii DOTA
Honolulu International Airport
Competition Plan - Federal Fiscal Year 2011

0&D DATA SUMMARIZED BY AIRPORT

CY 2008

Average Pax Total O&D
Rank Airport Average Fare Trip Length (miles) Passengers
1 Tucson $387.47 1,473 10,550
2 Kahlului $300.93 2,953 954,070
3 Anchorage $274.13 2,449 2,616,840
4 Cincinnati $266.60 922 2,282,280
5 Memphis $239.01 877 1,019,140
6 IAD - Washington $232.91 1,510 5,264,360
7 JFK - New York $220.65 1,899 11,750,080
8 Minneapolis $218.50 1,095 4,710,010
9 DCA - Washington $218.08 1,133 8,592,870
10 IAH - Houston $215.50 1,160 5,507,110
11 EWR - New York $215.01 1,579 11,241,960
12 Charlotte $212.71 975 5,567,770
13 Orange County $211.53 1,489 193,090
14 Boston $211.01 1,423 15,478,370
15 DFW - Dallas $206.73 1,072 13,739,010
16 Tampa $196.30 1,050 104,780
17 Hartford $195.98 1,352 4,403,810
18 Miami $194.65 1,415 2,600,950
19 Cleveland $193.86 1,121 3,789,520
20 San Antonio $192.11 1,194 726,380
21 San Francisco $191.60 1,529 903,160
22 San Juan $187.96 1,617 307,200
23 New Orleans $187.35 1,244 1,571,750
24 Raleigh $186.91 1,557 1,065,130
25 ORD - Chicago $186.83 1,196 7,845,650
26 Fort Myers $185.33 1,516 402,690
27 HONOLULU $183.24 2,876 8,245,550
28 Milwaukee $183.12 1,115 1,536,530
29 Pittsburgh $181.28 1,388 1,067,080
30 Providence $179.27 1,602 748,690
31 Philadelphia $178.96 1,441 4,443,120
32 LGA - New York $178.80 1,091 7,676,430
33 Los Angeles $177.89 1,633 12,611,480
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IX. COMPARISON OF AIRFARE LEVELS

TABLE 9 (2 OF 2)

State of Hawaii DOTA

Honolulu International Airport
Competition Plan - Federal Fiscal Year 2011

0&D DATA SUMMARIZED BY AIRPORT

CY 2008
Average Pax Total O&D

Rank Airport Average Fare Trip Length (miles) Passengers
34 Louisville $176.81 1,381 358,450
35 Detroit $176.22 1,109 9,735,450
36 Atlanta $176.04 836 23,206,940
37 Austin $172.49 1,112 6,179,110
38 Columbus $171.79 1,085 4,012,970
39 Salt Lake City $168.19 972 613,620
40 Jacksonville $166.06 1,192 2,198,680
41 Albuquerque $164.45 1,127 4,493,080
42 Palm Beach $163.62 1,362 992,150
43 Indianapolis $163.15 1,063 3,691,340
44 Denver $162.34 1,067 17,451,300
45 Nashville $162.28 927 6,111,370
46 MCI $161.37 1,004 3,548,490
47 St. Louis $159.95 857 323,520
48 Baltimore $157.89 1,295 11,412,040
49 Omaha $157.15 1,053 1,165,960
50 HOU - Houston $154.55 1,026 3,816,150
51 Seattle $154.09 1,219 2,900,560
52 Buffalo $151.67 1,139 3,535,590
53 MDW - Chicago $150.36 1,116 4,492,290
54 Orlando $149.88 1,317 9,858,360
55 Fort Lauderdale $149.58 1,359 9,457,880
56 Portland $148.74 1,174 3,463,650
57 Phoenix $145.65 1,146 5,517,150
58 Las Vegas $140.36 1,310 15,564,370
59 Burbank $134.87 1,141 4,823,820
60 Sacramento $134.35 1,471 683,990
61 Ontario $133.45 1,187 2,412,080
62 San Jose $130.95 1,096 928,800
63 Reno $128.93 779 787,790
64 San Diego $128.32 1,146 3,753,570
65 DAL - Dallas $122.92 817 4,724,170
66 Oakland $122.52 1,151 4,366,750

Average ! $178.56 1,274 4,787,630

Note:
1/ Average fare and average trip length weighted by Total O&D Passengers.

Sources: O&D Survey of Airline Passenger Traffic, U.S. DOT.
Prepared by: Ricondo & Associates, Inc., May 2011.
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IX. COMPARISON OF AIRFARE LEVELS

TABLE 10
State of Hawaii DOTA
Honolulu International Airport
Competition Plan - Federal Fiscal Year 2011

0&D DATA SUMMARIZED BY CARRIER

Average Average Pax Total O&D Passenger
Fare Trip Length (miles) Passengers Market Share

Airline CY 2008 CY 2008 CY 2008 CY 2008
Hawaiian $127.32 1,736 4,870,260 59.1%
United $334.72 3,473 904,470 11.0%
American $294.36 3,747 506,950 6.1%
Northwest $286.42 3,278 435,330 5.3%
Aloha $70.26 960 428,920 5.2%
Delta $315.62 3,890 389,940 4.7%
Mesa $74.74 188 326,080 4.0%
Continental $395.69 4,217 125,760 1.5%
US Airways $386.57 3,792 67,610 0.8%
Alaska $218.15 2,676 56,310 0.7%
ATA $217.55 2,851 32,060 0.4%
Other ! $406.92 4,130 101,860 1.2%
Total/Wtd. Average’ $183.24 2,227 8,245,550 100.0%
Notes:
1/ Unknown carrier classification.
2/ Average weighted by Total O&D Passengers.

Sources: O&D Survey of Airline Passenger Traffic, U.S. DOT.
Prepared by: Ricondo & Associates, Inc., May 2011.
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IX. COMPARISON OF AIRFARE LEVELS

TABLE 11

State of Hawaii DOTA
Honolulu International Airport
Competition Plan - Federal Fiscal Year 2011

SHORT-HAUL O&D DATA SUMMARIZED BY MARKET

CY 2008
Short-Haul (750 Nonstop Miles or Less)

Airport Market Type City-Pairs Passengers Stage Length Yield
San Juan Non-Low-Fare 2 95,230 79 $1.70
Kona Non-Low-Fare 1 61,680 84 $0.94
Hilo Non-Low-Fare 1 46,660 121 $0.68
HONOLULU Non-Low-Fare 4 4,252,810 146 $0.50
Hyannis Non-Low-Fare 1 4,250 197 $1.16
Lihue Non-Low-Fare 1 117,720 202 $0.46
Norfolk Non-Low-Fare 1 29,160 211 $0.92
La Crosse Non-Low-Fare 1 5,010 215 $1.20
Reno Non-Low-Fare 2 40,450 218 $0.72
All Airports Non-Low-Fare 994 32,548,430 454 $0.49

Low-Fare

Low-Fare

Low-Fare

Low-Fare

Low-Fare N/A for HNL

Low-Fare

Low-Fare

Low-Fare

Low-Fare
All Airports Low-Fare 1,906 141,848,350 480 $0.40

Sources: O&D Survey of Airline Passenger Traffic, U.S. DOT.

Prepared by: Ricondo & Associates, Inc., May 2011.
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IX. COMPARISON OF AIRFARE LEVELS

TABLE 12
State of Hawaii DOTA
Honolulu International Airport
Competition Plan - Federal Fiscal Year 2011

LONG-HAUL O&D DATA SUMMARIZED BY MARKET

CY 2008
Long-Haul (Over 750 Nonstop Miles)
Airport Market Type City-Pairs  Passengers Stage Length Yield
Myrtle Beach Non-Low-Fare 4 23,350 2,295 $0.12
Hilo Non-Low-Fare 3 15,950 2,340 $0.15
San Juan Non-Low-Fare 3 15,040 2,451 $0.12
Anchorage Non-Low-Fare 57 1,001,860 2,565 $0.13
Kona Non-Low-Fare 8 204,690 3,182 $0.12
Lihue Non-Low-Fare 9 227,480 3,237 $0.11
Kahului Non-Low-Fare 4 287,710 3,250 $0.11
Dayton Non-Low-Fare 2 15,230 3,395 $0.11
HONOLULU Non-Low-Fare 37 1,101,400 3,860 $0.10
All Airports Non-Low-Fare 1,696 26,277,910 1,504 $0.18
San Jose Low-Fare 5 113,340 2,100 $0.10
JFK - New York Low-Fare 24 9,648,450 2,125 $0.12
Savannah Low-Fare 2 39,450 2,369 $0.10
Hilo Low-Fare 7 82,380 2,555 $0.12
Kona Low-Fare 12 437,030 2,667 $0.12
Anchorage Low-Fare 39 943,010 2,745 $0.11
Lihue Low-Fare 10 263,020 2,831 $0.11
Kahului Low-Fare 17 666,360 2,859 $0.11
HONOLULU Low-Fare 33 2,891,340 3,111 $0.10
All Airports Low-Fare 2,568 193,669,420 1,528 $0.14

Sources: O&D Survey of Airline Passenger Traffic, U.S. DOT.
Prepared by: Ricondo & Associates, Inc., May 2011.
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IX. COMPARISON OF AIRFARE LEVELS

TABLE 13

State of Hawaii DOTA
Honolulu International Airport

Competition Plan - Federal Fiscal Year 2011

ALL STAGE LENGTH O&D DATA SUMMARIZED BY MARKET

CY 2008
All Stage Lengths (miles)
Airport Market Type City-Pairs Passengers Stage Length  Yield
Sacramento Non-Low-Fare 29 15,940 1,810 $0.01
Boise Non-Low-Fare 78 72,140 1,862 $0.01
San Francisco Non-Low-Fare 10 76,870 2,057 $0.02
Anchorage Non-Low-Fare 67 1,673,830 2,180 $0.08
Rochester Non-Low-Fare 1 8,600 2,253 $0.01
HONOLULU Non-Low-Fare 41 5,354,210 2,554 $0.05
Lihue Non-Low-Fare 10 345,200 2,717 $0.06
Kona Non-Low-Fare 97 266,370 2,850 $0.04
Kahului Non-Low-Fare 43 287,710 3,250 $0.03
All Airports Non-Low-Fare 5,120 58,826,359 1,068 $0.09
Portland, Maine Low-Fare 13 204,700 1,854 $0.12
San Juan Low-Fare 67 196,930 1,911 $0.12
JFK - New York Low-Fare 31 10,912,720 1,929 $0.13
Hilo Low-Fare 72 82,380 2,555 $0.12
Kona Low-Fare 12 437,030 2,667 $0.12
Anchorage Low-Fare 39 943,010 2,745 $0.11
Lihue Low-Fare 10 263,020 2,831 $0.11
Kahului Low-Fare 17 666,360 2,859 $0.11
HONOLULU Low-Fare 33 2,891,340 3,111 $0.10
All Airports Low-Fare 4,519 302,969,340 1,273 $0.17

Sources: O&D Survey of Airline Passenger Traffic, U.S. DOT.

Prepared by: Ricondo & Associates, Inc., May 2011.
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AIRPORT LEASE

THIS INDENTURE OF LEASE made and entered into this

a24 ﬂa/éay of yiyjﬁﬂe{ , 19 62 , by and between the
: 7
DEPARTMENT OF TRANSPORTATION OF THE STATE OF HAWAII, hereinafter

called the "LESSOR", and UNIPTED AIR LINES, INC. - s

a corporation organized and existing under the laws of the State

of Daelaware’ and having a place of business and postal

’

”~

address at 173 8. Queen Street - , Honolulu, Hawaii,

and hereinafter called the "LESSEE",

UAL vCamract

WITNESSETH THAT: 1339%

No

WHEREAS, the Lessor, pursuant to Chapters 15, 16, and
17 of the Revised Laws of Hawaii 1955, as amended, and Section
14A-25, 1960 Supplement thereto, is vested with certain control
of and jurisdiction over the operation of airports within the
State of Hawaii (hereinafter called the “State"), and more
particularly that airport located on Oahu, Hawaii, knoWn as the
Honolulu International Airport and hereinafter called the
"Airport”; and

WHEREAS, the boundaries of said Airport existing as of
the date hereof are ghown in red on the plan entitled "Exhibit
A* attached hereto and hegeby made a part hereof, such boundaries
and Airport area being the result of certain agreements with
agencies, branches, and/or subdivisions of the government of the
United States of America (hereinafter collectively referred to
as the "Government"), and certain acquisition from private owners,
and pursuant to law; and

WHEREAS, the Lessor is contemplating the improvement of
exigting facilities at said Airport including the construction of

new air terminal buildings (hereinafter collectively called the
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vPerminal Building"); and

WHEREAS, the Lessee is engaged in the transportation
of persons, property, cargo and/or mail by air (hereinafter
collectively referred to as "Air Transportation®) at, to, and/or
from the said Airport; and

WHEREAS, the Lessee desires to lease certain premises,
facilities, and rights in connection with and on the Airport,
both now in existence and to be constructed or available in the
future, and the Lessor is willing to lease the same to the Lessee
upon the terms and conditions hereinafter set forth,

NOW, THEREFORE, for and in consideraﬁion of the pre-
mises and the mutual covenants and agreements herein contained,
and other valuable considerations, the Lessor does hereby grant,
demisé, and let unto the Lessee, and the Lessee does hire and
take from the Lessor, certain real property and facilities and
rights in connection with and upon the Airport as follows, to

wit:

ARTICLE I - PREMISES

The Lessorxr, for the term, at the rentals, fees and
charges, and upon the terms and conditions hereinafter more
particularly set forth, does hereby demise, let, and grant unto
the Lessee the right to occupy and use the following three (3)
categories of Airport premises and facilities: Airport Area,

Terminal Building and Base Facilities Area.

ARTICLE II -~ AIRPORT AREA

A. Definition and Use. The non-exclusive use, in

common with others authorized so to do, of the said Airport and

appurtenances thereto, together with all facilities, equipment,



improvements, and services which are or may hereafter be provided
at or in connection with the Airport from time to time, including
without limiting the generality hereof, the landing field and any
extensions thereof or additions thereto, roadways, runways, aprons,
taxiways, sewage and water facilities, flood lights, landing
lights, beacons, control towers, signals, radio aids, and other
conveniences for flying, landings and takeoffs, of aircraft of

the Lessee, which use without limiting the generality hereof,

shall include:

1. The right to engage in Air Transportation;:

2. The right to land, take off, fly, taxi, tow, load,
and unload aircraft operated by the Lessee;

3. The right to maintain, condition, and service aixr-
craft or other equipment of or operated by the
Lessee; provided that suchvright shall not be con-
strued as authorizing other than such repair, ramp
maintenance, conditioning, provisioning and
sexrvicing as is thereat permitted by Lessor‘'s rules
and regulations, nor to authorize the conduct of a
separate business by the Lessee but shall permit
the Lessee to perform such limited activities as
an incident to its conduct of Air Transportation
upon the common use facilities;

4. The right to load, unload, receive, and deliver
items of Air Transportation transported or to be
transported on aircraft operated by the Lessee;
provided that the occasional use of the premises
for items of Air Transportation transported or to
be transported on aircraft of operators other/than
Lessee shall not be deemed to be prohibited by this

subsection.
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B. Term. The non-exclusive use of the Airport Area
denoted above shall be for a term of twenty (20) years and four
(4) months, commencing with the lst day of April, 1962, and
ending upon the 31lst day of July, 1982, unless sooner termi-
nated, and subject to the conditions, as hereinafter provided.

If and in the event the Lessee shall exercise its right
and option to extend and further extend the basic term denoted
in Article IV.B hereof in the manner therein described, the
Lessee likewise shall have the same right and option to so extend

and further extend the basic term denoted in this Article II.B;

provided, however, that the Lessee's use of the Airport Area for
the basic tefm {ox portion thereof) above denoted, or any
extension thereof, shall be subject to the following conditions:
At any time not %ess than six»(6) months prior to the
expiration of the sixth Q%éh), tentﬁ”éXOth), or fifteenth (;ggh)

RS

~ year of said basic term, and of the twentieth (20th) and twenty-
fifth f%élh) year (in the event the Lessee exercises the options
denoted abéve), the parties upon prior‘written notice and
request of either of the parties hereto shall, together with all
othér lessees at the Airport then having leases similar to this
Lease, renegotiate in good faith the Airport Use Charge provided
for pursuant to Article II1.C of this Lease and Exhibit One
attached hereto. It is mutually agreed that any such notice or
request shall be served at the same time not only upon the party
hereto being so notified or requested but also upon all other
lessees at the Airport then having leases similar to this Lease.
If and in the event the parties above mentioned
mutually agree in writing upon a method by which said Airport

Use Charge shall be determined during the next immediately

succeeding four (4) or five (5) year period, as the case may be,
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in accordance with or in substitution for the method of compu-
tation therefor described in Exhibit One, said agreed method,
upon execution by the parties hereto and all other lessees then
having leases similar to this Lease, shall take effect upon the
beginning of the period in question. However, if and in the
event the parties hereto and all other lessees at the Airport
then having leases similar to this Lease fail to so agree after
such renegotiation on a method of computing said Airport Use
Charge (or upon any other alternate schedule of rents, fees, or
charges) for the Lessee‘s continued use of the Airport Area, the
continued use of the Airport Area by the Lessee and all othex
lessees having leases similar to this Lease for the said period
shall be subject to such rates and/oxr charges therefoxr established
by or pursuant to and in accordance with any and all laws, rules
and regulations of the State and the Government, or any agency
thereof.

Nothing in this Lease shall be construed to prohibit orx
limit the State from levying or collecting an Aviation Fuel Tax.

C. Fees and Charges. Lessee shall pay to Lessor for

use of the Airport Area set forth in Article II.A hereof, an
Airport Use Charge for each revenue landing of Lessee's aircraft
at the Airport in accordance with the terms' and provisions of
Exhibit One attached hereto énd hereby made a part hereof.

D. Maintenance and Repair by Lessor. The Lessor,

subject to the provisions of Article XVII and Section E of
Article II hereof, shall keep and maintain those facilities at
the Airport provided by the Lessor which are for the use of the
Lessee in common with others in accordance with applicable
standards established by the Government for that class of air-

ports, and though performance of such duty be ordinary oxr



extraordinary,
generality of

1.

structural or otherwise, and without limiting the

the foregoing; the Lessor shall:

Make or otherwise accomplish any and all repalrs
and maintain in good condition any and all utility
service lines located on the Airport and used by
the Lessee in common with others and all storm
sewers and lighting facilities for the operation

of service roads located outside of premises leased
exclusively to Lessee and other tenants of the
Lessor.

Make or otherwise accomplish any and all repairs
and replacements necessary to remedy any defects

in service roads, runways, ramps, and taxiways
located on the Airport and available for use in
common by the Lessee and others.

It is understood and agreed, however, that such
maintenance and repair by the Lessor shall not
constituté either a bar, waiver, or release of any
right or claim of right on the part of the Lessor
to recover damages against anyone including any
lessee, licensee, permittee, or any other persons
responsible for damage to the Airport property,
real or pexsonal. |

It is further understood and agreed that without
thereby obviating or lessening the duty of the
Lessor to maintain as set forth hereinabove, nothing
herein contained shall prescribe, nor be construed
to prescribe, the particular'manner by which loose
foreignkmaterial or objects are removed by the
Lessoxr from the ramps, taxiways, and runways of the
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E. Federal Facilities - Duty of Lessor. If and in the

event funds for the provision, maintenance, and operation of the
Control Tower, Instrument Landing System, and/or Ground Control
Approach or other air navigation aids or other Airport facilities
(including, but without limitation, emergency protection) required
or permitted by the Government and needed Oxr desired by Lessee for
Lessee's operation at the Airport, which are now, or may be here-
after furnished by the said Government, are discontinued or made
otherwise nonavailable by the Government, the Lessor shail,
subject to the availability of funds therefor, furnish and provide
such like facilities as are, in the discretion of the Lessor,
reasonablé and/or necessary, and provide a reasonable continuity

of the provision, maintenance, and operation thereof.

ARTICLE ITI - TERMINAL BUILDING

A. Definition and Use.

1. The exclusive rxight to occupy and use 14,342
square feet of floor or ground space in ér
adjacent to the Tefminal_Building as denoted on
Exhibits B-1, 2, and 3, attached hereto and
hereby made a part hereof, for any of the
following purposes:

(a) The right to establish and maintain busi-
ness and oPeratiQns offices in connection
with Lessee’g conduct of Air Transpor-
tation.

(b) The right to handle, ticket, bill and
manifest passengers, bhaggage, cargo,
property and mail thereupon or thereat,
including the right to provide other

customer services and/or conveniences with
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respect thereto.

(¢) The right to arrange for or confirm sa;es
by telephone, telegraph, cable or mail of
tickets for passenger transportation either
upon its own aircraft or the aircraft of
others if and for so long as Lessee has
leased counter space in any of the Airport's

passenger terminal buildings.

(d) The right to provide rest and recreational
facilities and for administrative offices
for employees and employee organizations
for the exclusive use of Lessee's enployees
to the extent nbt inconsistent with Lessor's

~rules and regulations, or any provision of
this Lease.

(e) The right to conduct any other operation
or activity which is reasonably necessary
or incidental to the conduct by Lessee of
Air Transportation, and to which the Lessoxr
in writing shall approve; provided, how-
ever, that such approval shall not be un-
reasonably withheld.

The non-exclusive right to occupy and use by the

Lessee, its employees, passengers, guests,

patrons, and invitees, in common with others,

all public space and facilities in said Terminal

Building (substantially as designated on Exhibits

B-1, 2, and 3, and Exhibit B-4, subject to the

lessee rights of the GovernmenE\with respect to

the space shown on Exhibit B-4), and all



additional public space and facilities which
may hereafter be made available therein and
in any additions thereto, including, without
limiting the generality thereof, the lokby,
passenger lounges, waiting rooms, hallways,
rest rooms, rooms for flight personnel and

other public and passenger conveniences.

Texm.

1.

Ticketing and Baggage Handling. The exclusive

‘use of the area outlined in{green on Exhibits

B-1 & 2 shall respectively be for a term of
ten (10) years and four (4) months, commencing
with thé lst déy of April, 1962, and ending
upon the 31st day of July, 1972, unléss sooner
terminated as provided herein; and thereafter
the Lessor agrees to lease for an additional
like term to the Lessee (upon like terms aﬁd
conditions as hereih contéined but subject to
the provisions of Section C.2 of this Article)
the said premises shown on Exhibits B-1 & 2,
or such other Terminal Building preﬁises as
the Lessor shall determine after negotiations
with all airline-lessees of theirlspace
requirements in the applicable Ticket Lobby
Building and after due consideration of such
space requirements by the Lessor; provided,
however, that if and in the event the Lessor
shall decline to let unto the Lessee for

such additional term all or any portion of

the premises shown on Exhibits B-1 & 2 the

D0T4
004664



Lessee shall be compensated for thevamértized"
value (as shown on the books of the Lessee)
ofbtﬁé leasehold improvements of the Lessee
which are located thereupon at the expiration
of the Exhibits B-~1l & 2 basic term, in such
manner as the Lessor and Lessee shall mutually
agree upon, and in the event the parties fail

to mutually agree thereupon, the matter shall

- be referred to arbitration pursuant to Article

VII hereof.

If and in the event the Lessor agrees to Lease

hereunder all or any portion of the said
Exhibits B-1 & 2 premises to the Lessee at
the expiration of the original ten (103 year
texrm therefor, said'additional texm shall be
for a period of ten (10) years subject to

the provisions of Article III.C.2 hereof and
subject also at the expiration of said addi-
tional period to the same reallocation rights
of the parties as are effective upon the
expiration of the initial ten (10) year
period, and thereafter (subject to said re-
allocation rights and rental readjustment
provisions) the Lessee shall have the right
and option to further extend hereunder the
term for said Exhibits B-1l & 2 premises for
such further additipnal texrm as complies
with, and is subject to, the effective termi-
nation date of this Lease with respect to

Exhibit C premises and pursuant to the

-10-



provisions of Article IV.B.2 hereof.

Other Operations. The exclusive use of the

area outlined in brown. on Exhibit B-_1
and the non-exclusive use in common with
other lessees of the Lessor engaged in Air
Transportation of the area outlined in redﬁ
on Exhibits B-2 & 3 shall be respectively for
a term of ten (10) years and four (4) months
commencing with the 1lst day of April, 1962,
and ending upon the 31lst day of July, l972,
unless sooner terminated as provided herxein,
and subject to the provisions of Section c.2
of this Article. The Lessee shall have the
right and option to extend the term of this
Lease with respect thereto for an additional
ten (10) year term upon like terms and con-
ditions as herein contained, and thereafter
for such further additional term as complies

with, and is subject to, the effective

‘termination date of this Lease with respect

to Exhibit C premises and pursuant to the
provisions of.Article IV.B.2 hereof; provided,
however, that the Lessee shall give the
Lessor written notiqe of the exercise of any
such right and option at least ninety (90)
days prior to the expiration of the initial
Oor preceding term, and subject also to the

provisions of Section C.2 of this Article.
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C.

g

Fees and Charges.

1.

Amount. For the right to occupy the area

denoted in Article III.A.l1 above and further

described in Article III.B above, the Lessee

agrees to pay to the Lessor in advance on Ox

before the first day of each calendar month,

commencing as provided in Article III.G, the

monthly sum of §__3,897.71., together with

such additional monthly payment accruing

under subparagraphvc.l( h ) of this Article,

based upon the following:

(a)

(b)

(c)

(a)

For the use of 1,098 ' square feet for
Passenger Check-in (Main Floor) as shown
in red on Exhibit B-1l, a monthly rental

of $ 274.50 |, based upon $3.00 per

square foot per annum.

For the use of 283 square feet for
Ticketing as shown in orange on Exhibit
B-1, and for the use of __98 square
feet for Ticketing as shown in orange
on Exhibit B~2, a monthly rental of

$ 158.75 | pased upon $5.00 per square

foot per annum..

For the use of 880 \  square feet for
Offices (Main Floor) as shown in brown
on Exhibit B-1, a monthly rental of

$ 348.33 , based upon $4.75 per square

foot per annum.

For the use of 3,787+  square feet for

DOT
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(e)

(£)

(9)

(h)

Baggage Handling as shown in blue on
Exhibit B-1, a monthly rental of

$ 946.75 , based upon $3.00 per

square foot per annum.

For the use of _ 4,380 square feet for
Offices (G;Quﬁd Floof) crosshatched in
pink on Exﬁibits B-1 and/or 2, a monthly

rental of $ 1,460-00 based upon

$4.00 per square foot per annum.

For the use of 1,76l.square feet for
Ramp Offices crosshatched in yellow

on Exhibit B-1, a monthly rental of
$366.88, based upon $2.50 per square
foot per annum.

For the use of 2,055\square feet for
Ramp Equipment crosshatghed in purple
on Exhibit B-1 and/or 2; a monthly
rental of $342.50, based upon $2.00
per square foot per annum.

For the non-exclusive use in common
with other Air Transportation lessees
of 9,280 square feet for Baggage Claim
shown in greeg on Exhibit B-2, and of
16,497 square feet for Holding Rooms,
as shown in green on Exhibit B-3, the
Lessee's monthly pro rata share of
$5,370.25, based upon $2.50 per square

foot per annum.

D
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2. Readjustment. The fees and charges set

forth in Article III.C.1 above shall be
subject to readjustment at the expiration
of five (5) years from and after the com-
mencement of the terms either set forth in
Article III.B above or extendéd pursuant
thereto, and at the expiration of each five
(5) year period thereaftexr, in accordance
with the provisions of Article VI hereof.
If and in the event the parties hereto shall
fail to mutually agree upon such fees and
charges, the matter shall be determined by
arbitration in accordance with the pro-
visions of Article VII hereof.

D. Maintenance and Repair by Lessee. Lessee agrees

that it will suffer no strip or waste of the Article III.A.1l
premises denoted on Exhibits B-1l, 2, and 3, and will keep and
maintain said premises in good order, condition, and repair
(save and except such as relate to Terminal Building structural
deficiencies only which shall be the responsibility of the
Lessor), and that upon termination of this Lease for any reason,
Lessee will surrender and deliver to Lessor possession of the
premises in like good condition and repair, reasonable wear and
tear thereof and damage thereto or destruction thereof caused by
the elements, fire, or damages proximately caused by the sole
negligence of Lessor, its officers, agents, or employees, or
acts of God, excepted. Lessee further agrees to provide at its

expense janitor service for the demised premises denoted on
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Exhibit B and to maintain thé samé in a clean and orderly con-
dition throughout the term hereof.

E. Construction by the Lessee. Except with the prior

approval of the Lessor, which approval shall not be unreasonably
withheld, the Lessee shall not erect any structures, nor make any
improvements or do any other construction work on the premises,
or alter, modify, or make additions, improvements or substantial
repairs to or replacement of, any structure now existing or built
at any time during the letting, or install any fixtures (other
than trade fixtures, removable without injury to the freehold),
having a value of $500 or more; and in the event any construction,
improvement, alteration, modification, addition, repair or re-
placement is made without such approval, the Lessee shall remove
the same upon notice from the Lessor so to do. If and in the
event the Lessee fails or neglects to comply with such notice,
the Lessor may effect such removal or change, and the Lessee

hereby agrees to pay the cost thereof to the Lessor upon demand.

F. Title to Improvements. The Lessee shall retain
title during the lease texrm to ahy and all leasehold improvements
constructed and installed by it at its own expense upon the pre-
mises denoted on Exhibit B; provided, however, that upon the
termination of this Lease pursuant to paragraph B of this Article
or for any other reason whatsoéver, title to such improvements
shall vest in the Lessor, subject, however, to the right of the
Lessee contained in Article XIII hereof.

For the purposes hereof, the term "leasehold improve-
ments” shall mean and include any installation of walls, parti-

tions, doors and windows, any electrical wiring panels, conduits,

¥
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service connections, receptacles ox lighting fixtures attached to
walls, partitions, ceilings or floors; all interior finish to
floors; walls, doors, windows, or ceiling; all flooxr treatments
or coverings (other than carpeting) that is affixed to floors;
all plumbing (including but without limitation, water and drainage
pipes, garbage or sanitary disposal lines, and sinks, lavatories,
commodes and garbage disposal systems); all air treatment or
ventilating distribution systems (including but without limi-
tation, piﬁes, ducts, venti-hoods, and air handling units); all
refrigerator rooms or vaults including refrigeration or venti-
lating equipment included with the same; and any verticalvlift

or elevator equipment and installation.

For the purposes hereof, the term “"personal property"
shall mean and include any and all fixtures (other than lighting
fixtures hereinabove described), furniture, furnishings, carpet-
ing, draperies purchased and/or installed by the Lessee and any

other items not defined as leasehold improvements above.

G. Vacating 0ld Terminal Building Facilities. Upon
the certificaﬁion in writing by the Architect or the Cdnsulting
Engineer, approved by the Lessor, that the demised premises are
completed and ready for occupancy by the Lessee, the like facili-
ties at the old terminal building shall be vacated by the Lessee
without further notice on or before one hundred twenty (120) days
‘from and after the receipt of such certification by the Lessee.

The rental obligations of the Lessee denoted in Section
C of this Article shall commence upon either the expiration of
the above one hundred and twenty (120) day period, or upon that
date upon which the Lessee commences Air Transportation opera-
tions in any portion of the new Terminal Building, whichever is
the earlier event.
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"ARTICLE IV - BASE FACILITIES AREA

-4

‘\‘“Mm

S A. Definition and Use. The exclusive right to occupy

.0 Q“ " S ek a0 N L
and use 305,000 square feet of ground space at the
Airport as shown as parcel 1 on Exhibit C, attached hereto

and hereby made a part hereof, and more particularly described
thereupon, for the following purposes:

1. The right to engage in activities relating to
the ticketing, billing, manifesting, handling,
and loading and unloading items of Air Transpor-
tation; provided, however, that such shall not
be conducted so as to constitute use of the
premises as a subétitute for normal passenger
terminal building operations;

2. The right to repair, maintain, condition,
service, park, or store aircraft (and component
parts thereof), aircraft equipment, or mobile
and other equipment owned or operated by the
Lessee in connection with its conduct of Air
Transportation;

3. The right to maintain, repair, service, and
store personal property (including, but not
limited to, repair parts, supplies, and the
like) owned and/or operated by the Lessee;
provided, however, that such right shall not be
construed as authorizing the conduct of a
separate business by the Lessee, but shall
permit the Lessee to perform such functions as
an incident to its conduct of Air Transpor-—-
tation; .

4. The right to park, or permit the parking of,

4
7
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automobiles operated by the Lessee, its
officers, empléyees and business guests
(exclusive of passengers) ;

5. The right to test aircraft (and component parts
thereof), and other equipment including f£light
and training equipment, owned and/or operated
by the Lessee;

6. The right to establish and maintain business
and operations offices in connection with the
operations of Lessee, and rest and recreational
facilities and administrative offices for
employees and employee organizations;

7. The right to utilize Lessee's employees or
those of Lessee'’s subsidiaiy to prepare and

package in-flight food and/or beverages to be

consumed on aircraft operated by Lessee;

8. The right to conduct any other operation or
activity which is reasonably necessary oxr
incidental to the conduct by Lessee of Air
Transportation, and to which the Lessor in
writing shall approve; provided, however, that
such approvél shall not be unreasonably with-
held.

B. Texm. The exclusive use of the areas described in

Article IV.A above shall be for a term of twentyv(ZO) years and

four (__4 ) months commencing with the _1st day of
April . 1962 , and ending upon the 3lst day of
July , 1982 , unless sooner terminated as provided in

Artic;e IV.D.2 and otherwise herein. The Lessee shall have the

right and option to extend said basic term for a succeeding five
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(5) year period and a final five (5) year period thereafter upon
the following conditions:

1. That the Lessee give the Lessor written notice
of the exerciée of said right and option at
least one hundred eighty (180) days prior to

19 82

August 1 , or August 1

1

19 87 , whichever is applicable.

2. That the Lessor at the end of the first ex-
tension of the basic term (twenty-fifth (25th)
year), does not need the Article IV.A premises
for the immediate construction of new, or ex-~
tensions of then existing, terminal buildings;
If and in the event the said premises are then
so needed by the Lessor, the Lessor shall give
the Lessee written notice thereof no less than
one hundred eighty (180) days prior to the

| expiration of the first extension of the Lease
term, and this Lease as to said Article IV.A
premises shall terminate upon expiration of
such first extension, and the title tb leasé—
hold improvementS'coﬁstructed at or installed
upon the premises by the Lessee shall, at such
expiration revert to the Lessor; and in such
event the Lessor shall not be liable to the
Lessee for the payment of any compensation oOr
damages for such improvements ox for the
termination of the letting of the premises with
respect thereto.

Tt is understood and agreed by and between the

parties hereto that, subject to the availability

DOT4
004673

-18-



of public funds therefor, the parties may at
any time negotiate, at the instance of either
party, a purchase of any or all the Lessee’'s
leasehold improvements located on or at Exhibit
C premises by the Lessor, and a rental arrange-
ment for the Lessee®s use thereof for the
balance of the Lease term and any extension
thereofa

3. If and in the event of the extension or further
extension of the Lease term as hereinabove
provided, this Lease and the terms and con-
ditions thereof shall in all respects be deemed
to be extended for and govern such extension of
the said basic term; provided, however, that
the rental, fees, and charges payable during
such extended period shall be determined

pursuant to Paragraph C of this Article.

C. Fees and Charqes. For the exclusive use of the
Base Facilities Area shown on Exhibit C, the Lessee hereby agrees
to pay to the Lessor in advance on or before the first day of
V//‘each calendar month commencing thirty (30) days from and after

the date of written notice by the Lessor to the Lessee that the

N
}i Exhibit C premises are available for commencement of construction
& ’ ForT NG :
% Yoo gy
) thereat by Lessee, the sum of 710 THOUSAND THIRTY THREE DOLLARS AND
' AR TS R

THIRTY THREE CENTS (¢ 2,033.33 ), based upon eight cents ($.08) pexr

square foot per annum; provided, however, that said fees and
charges shall be subject to readjustment at the expiration of
twenty (20) years and four (_4) months and twenty-five (25)
years and four (_4) months, respectively, from and after the

commencement of the basic term set forth in Article IV.B hereof,
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in accordance with the provisions of Articles VI and VII hereof.

D.

Construction or Improvement.

1.

In Generxal. The Lessee shall have the right at

its own cost and expense to prepare the ground
surface of the demised premises'(except that
the Lessor shall at its cost and expense remove
existing surface structures) and to construct,
erect, and install buildings, structures, and
other improvements (hereinafter collectively
referred to as “Base facilities") thereupon for
the purposes denoted in Article IV.A above.
No such construction, erection, or installation
of Base Pacilities, nor improvements, alter-
ations or additions thereto, shall be under-
taken without the prior written consent of the
Lessor. The plans and specifications together
with a detailed plot plan and layout therefor
shall be prepared by the Lessee and submitted
to the Lessbr, and upon completion of such work
a complete set of "as built" drawings or plans
shall be furnished to the Lessoxr. The Lessor
shall not unreasonably withhold its consent to
such plans and specifications (and either con-
sent to or disapprove the same within a reason-
able time), but such shall not be approved ox
consented to if such either:
(a) will bhe structurally unsound or unsafe or
haéardous, or
(bd will not comply with the Lessor's require~
ments for harmony of external architecture

of similarxr improvements on the Airport, or

, DOT4
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(¢) will not provide sufficient clearances for
taxiways and aprons, Or
(d) are designed for use for purposes other
than those permitted under Article IV.A
above, or
() will not comply or will be inconsistent
with the terms and conditions herein, or
(f) will not be in harmony with overall Air-
port grading or utility plans.
If Lessor disapproves of the plot plan or layout
or any of said plans and specifications, it
shall give notice to Lessee in writing stating
the reasons for its disapproval. The Lessee
shall thereupon prepare and submit such new
submissions as shall reasonably satisfy the
Lessor'*s prior objections.
Lessee shall upon notice from Lessor promptly
remove Oor repair any and all structures not
authorized by this Lease or which may, by
reason of use, reasonable wear, Or negligence
of the Lessee, be unsound, unsafe or hazardous;
and in case of Lessee's failure to remove or
repair the same, Lessor may remove or repair
such structures without liability to Lessee or
others for damages, and Lessee shall pay the
cost of such removal or repair as additional

rent.

Minimum Investment. If and in the event the

L.essee does not invest a minimum of $300,000

in the construction and installation of Base
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Facilities, upon the premises denoted in
Exhibit , by ox before 1, 19 , the
Lessor may at any time thereafter give notice
to the Lessee that this Lease will terminate
with respect to the Exhibit premises only,
at the expiration of one hundred and eighty
(180) days from and after such notice, and the
Lease shall so terminate with respect to said
Exhibit C premises unless within said notice
period the Lessee satisfies the Lessor that
leasehold improvements of no less than said
value will be constructed and/or installed by
the Lessee upon a definite sdhedule Oor program
of construction or installation.

E. Title to Base Facilities. The Lessee shall retain

title to the Base Facilities constructed and installed by it at
its own expense upon the demised premises; provided, however,
that upon the termination of this Lease pursuant to paragraph B
of this Article or any other reason whatsoever, the title to the
whole of the same shall vest in the Lessor free and dlear of any
and all encumbrances; subject, however, to the rights of the
Lessee pursuant to the provisions of Articles IV.B.2 and XIII
hereof. Lessee shall, if requested by Lessor, deliver to the
Lessor a bill of sale or other appropriate document of title
evidencing the vesting of title in the Lessor as hereinabove
provided in this paragraph.

F. Maintenance and Repair by Lessee.

1. The Lessee shall at all times keep the premises
clean, and in an orderly condition and
‘appearance, together with all fixtures, equip-

ment and personal property of the Lessee
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located in or on the demised premises.

The Lessee shall suffer no strip or waste of
the premises, and (except as otherwise pro-
vided in Article XIX) shall repair, replace,
rebuild and paint all or any part of the pre-
mises which may be damaged oxr destroyed by the
aéts or omissions of the Lessee or by those of
its officers, employees or of other persons on
or at the premises with the consent of the
Lessee.

Subject to the provisions of Article XIII, Qith
respect to all parts of the premises, including,
but without limitation thereto, such of the
following as are or may be duriﬁg the term of
the letting located in or on the pfemises:
fences, the exterior and interior of the
building walls, the exterior and interior and
operating mechanisms of and attachménts to
windows and skylights, screens, roofs, foun-
dations, steel work, columns, doors, parti-
tions, floors, ceilings, inside and outside
paved and unpaved areas, glass of every kind,
and the utility, mechanical, electrical and
other systems, the Lessee shall take the same
good'care of the premises that would be taken
by a reasonably prudent owner who desired to
keep and maintain the same so that at the
expiration or termination of the term and at
all times during the letting, the same will be

in as good condition as at the commencement
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thereof (or in the case of any improvements
during the term, as at the time of the instal-
lation or construction thereof), except as
otherwise provided in Article XIX and except
for reasonable wear and tear which does not
adversely affect the structural integrity of
the Base Facilities or adversely affect the
efficient or the proper utilization of any
part of the premises.

4. Repairs made by Lessee shall be in quality and
class not inferior to the original material
and workmanship; and the Lessee shall pay
promptly the cost and expense of such repairs
and maintenance.

5. The Lessee shall at its own cost and expense
provide and maintain all obstruction lights
and similar devices, fire protection and safety
equipment, and all other equipment of every
kind and nature required by any law, rule,

order, ordinance, resolution or regulation.

ARTICLE V - PAYMENT OF FEES AND CHARGES

A. In General. No rentals, fees, oxr other charges,

than those expressly provided for in this Lease, shall be charged
to or collected from the Lessee by the Lessor, for the use of the
demised premises or for the exercise by the Lessee of any rights
hereunder with respect thereto and the Airport.

B. General Payment. All payments of money required to

be macde by the Lessee to the Lessnr hereunder shall be made when

due in legal tender of the United States of America at Lessor's

D
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office at said Airport, or at such other place as the Lessor may

designate in writing.

C. Termination of Lease. The termination of this

Lease by lapse of time or otherwise shall not relieve the Lessee
of its obligation to pay any rental, fees, or other charges
accrued during a period in which this Lease is in effect but
which are unpaid at the time of any such termination.

D. Periods Less Than Month. If and in the event that

the commencement or termination of any term or rental period with
respect to any of the particular premises, facilities and rights
as herein provided falls on any date other than the first or last
day of a calendar month, the applicable rentals, fees, and other
charges for that month shall be paid for said month pro rata in
the same proportion the number of days the Lease is in effect.
bears to thirty (30) days. |

E. Credits. There shall be credited against the
rentals, fees and other charges required to be paid by Lessee to
Lessor for any month during the term of this Lease an amount
equal to Aviation Fuel Taxes as defined in Paragraph 7.08 of
Article VII of Exhibit One, attached hereto, paid during such:
month. The amount of the credit provided for in the preceding
sentence shall be applied first to the Airport Use Charge re-
quired to be paid by lLessee to Lessor pursuant to Article II.C.
hereof, before béing applied to any other amount required to be
paid by Lessee to Lessor under this Lease. No credit shall be
allowed the Lessee unless there shall be submitted a claim there-
for in writing to the Lessor, accompanied by a statement certi-
fying (1) to the amount of fuel taxes collected or paid, (2) that
the amount of such taxes has been paid over to the State Director

of Taxation, and (3) that such taxes have not been paid either
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under protest pursuant to Section 34-24, Revised Laws of Hawaii
1955, as amended, or pending determination of an appeal from the
assessment of said taxes by a‘court or other tribunal of compe-
tent jurisdiction. In case the taxes have been paid under protest
or under appeal, credit shall be allowed only in the event the
final decision of the cause is in favor of the State, and the
amount of the credit may then, at the option of the Lessee, be

taken either as a credit hereunder or as a refund.

ARTICLE VI - READJUSTMENT OF FEES AND CHARGES

The rentals, fees, and charges herein provided for in
Articles III.C.2, IV.C, and X.H hereof shall be subject to
periodic readjustment, it being the intention hereof that at least
one hundred and twenty (120) days prior to the expiration of the
basic term (or any extension thereof) denoted in Article IV.B and
of any five (5) year period denoted in Article III.C.2, the
parties hereto shall in good faith mutually re-examine and
negotiate the rentals, fees, and charges to be paid by the Lessee
in the next succeeding rental period, or extension of basic term,
as the case may be, in the light of the then existing conditions
(the conditions being: (a) the operating cost of the Airport
facility; (b) the going rentals, fees and charges for comparable
facilities in the business community in Honolulu, the area
surrounding the Airport, and other airports elsewhere in the
United States of the same class as the Airport; (c) the then
prices, charges, and costs of labor and materielrin the State;
and (d) the relationship that the wholesale commodity price
indices representative of all commodities for the ninetieth
(90th) day prior to the date upon which the then term shall

expire, bears to that for the date of this Lease, as computed by
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the United States Department of Labor or other successor federal
agency or department of the Government), and that said rentals,
fees and charges shall be adjusted accordingly.

If and in the event of the additional occurrence of the
cdntingencies denoted in Articles II.E and/or XVII, the parties
hereto shall as soon as is practicable after the establishment by
the Lessor as provided in said Articles of any new fee or charge
to be paid by the Lessee, in good faith mutually examine and
negotiate the amount thereof to be paid by the Lessee in the light
of the conditions and subject to the provisions in this Article
and above contained.

Should the partiesbhereto fail to mutually agree upon
any of the rentals, fees and charges denoted in this Article VI,

then the matter shall be determined under Article VII.

ARTICLE VII - ARBITRATION

If and in the event the parties fail to reach mutual
agreement as a result of the negotiation provided for in Article
VI hereof on or before the sixtieth (60th) day prior to commence-
ment of such rental period oi extension of basic term (or after
sixty (60} calendar days after commencement of negotiation upon
the rentals,‘fees, and charges denoted in Articles II.E and/or
X.H hereof, all in the manner prescribed in Article VI hereof),
the matter shall be referred to arbitration in the manner herein-
after prescribed.

The Lessor shall name and appoint one person familiar
with general airport business (or land rentals, as the case may
be) in the State to serve as arbitrator, and the Lessee shall do
likewise. The two so named and appointed shall select and
appoint a third such qualified person. . If and in the event of
DOT
046

.
27- 004682



the failure or refusal of any such person to so serxrve when and
after named and appointed by the parties hereto, the respective
party so naming and appointing such person shall name and appoint
his successor. If and in the event of the failure or refusal of
either the parties hereto to name and appoint its arbitrator or
the two arbitrators so named and appqinted to select a third, or
if and in the event of the failure or refusal of the third
arbitrator to so serve after being selected by the other two, such
third arbitrator in any such case shall be named and appointed by
the Administrative Judge of the First Circuit Court of the State.
The arbitrators shall then determine the rentals, fees, or other
charges to be paid, and the decision and finding of the majority
of the said arbitrators shall be final, binding, and conclusive
upon the parties hereto. Each party shall pay the fees of the
arbitrator appointed by it, and the fees of the third arbitrator
and all other costs of the arbitration shall be borne equally by
the parties hereto.

| The Lessee shall pay to the Lessor such rentals, fees
and charges as may be mutually agreed upon by the parties after
negotiatibn, or that which is decided by arbitration, as the case
may be. If and in the event of arbitration and the finding and
decision of the arbitrators is not forthcoming or rendered prior
to the commencement of the rental period in question (or the
effective date of any other fee or charge herein referred to),
the Lessee shall continue to pay to the Lessor the rental in
effect for and during the preceding rental period (with respect
to Articles III.C, IV,C, and XfH) or as prescribed by the’Lessor
(with respect to Article II.E). If and in the event the rental,
fee, or charge determined by the arbifrators is less than that

for either such rental period or as prescribed by the Lessor, the
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Lessor shall reimburse or credit the Lessee to the extent of any

overpayment by the Lessee; and in the event such rental, fee, Or

charge is greater than that for either such rental period or as

prescribed by the Lessor, the Lessee shall pay to and reimburse

the Lessor to the extent of any underpayment.

ARTICLE VIII - OPERATIONS RECORDS

For the purposes of the payment by the Lessee to the
Lessor of the operation fee denoted in Article X.H, the Lessee
shall submit to the Lessor on or before the twentieth (20th) day
of each and every calendar month commencing with the second (2nd)
month after the effective date of the rental obligations of the
Lessee hereunder, an accurate written statement of the amount of
the gross receipts‘received by the Lessee from the operations
denoted in Article X.H hereof, for the next preceding month.
Such statement shall be in such form as the Lessor may require
and shall be signed by Lessee's authorized representative and

certified by him as to the correctness thereof.

ARTICLE IX - UTILITY SERVICE

A. Terminal Building. The Lessor shall, directly or by

arrangement with appropriate utility companies or suppliers,
supply the Lessee with electrical current in such quantities,
voltages, and phéses as the Lessee shall reasonably require, and
install upon the‘premises denoted in EXhibit B any and all con-
duits, cables, and wiring (but not lighting fixtures, light bulbs,
or similar items) necessary or desiréble for thé'Léssor to so
supply or furnish said utility services to the Lessee. No charge
will be required of the Lessee for such electrical dguantities and
installation as are required for lighting, ahd such other
DOT
046
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operation or items of operation of Lessee requiring electricity
for which the Lessor in advance shall agree to provide electricity
without charge; provided, however, that if and in the event the
Lessee shall require electrical quantities, and/or installations
for other than lighting, for which the Lessor shall decline to
provide eiectricity without additional charge, the Lessee shall
pay to the Lessor when requested so to do for such‘utility
services at a rate not to exceed that rate which the Lessge would

‘ i
have had to pay if it took this same quantity direct from such

utility companies or suppliers, and/or for the cost of instal-

lation therefor.

B; Base Facilities Area. Lessor at its expense, shall
bring or cause to be brought such public utility services of
water, electricity, sewage and telephone as the Lessee shall.
require, up to that point upon the property line of the demised
premises leased hereunder in Article IV hereof as the Lessor
shall determine, and the Lessoxr shall be responsible for all
necessary excavation, construction, materials and operation, and
maintenance of and for all wmains, pipes, conduits, cables,
wiring, sewers, and other equipment reguired to so provide such
services in a manner adequate to supply Lessee'’s needs therefor,
and Lesgsee shall have the.right and duty to make connection
thereto and therewith. Without limiting the generality of the
foregoing, the Lessor in providing water facilities shall at its
expense, provide pipes, mains, and other equipment adequate in’
size and quality to supply water in sufficient quantity and of
sufficient pressure for such sprinklexr systems as have or may
from time to time be installed in any or all of such buildings,
structures, and improvements constructed or installed by the

Lessee upon the demised premises.
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The Lessee shall pay directly to the utility company or
supplier for such utility services.

C. Liability. ©No failure, delay or interruption in
any utility service or services, whethef such are supplied by
the Lessor or oﬁhers, shall relieve or be construed to relieve
the Lessee of any of its obligations hereunder or shall be or
" construed to be an eviction of the Lessee, or shall constitute
grounds for any dimunition or abatement of the rentals, fees and'
charges provided for herein, oxr grounds for any claim by the
Lessee against the Lessor for damages, consequential or otherwise.

In any event where damage tO any utilities service lines
is caused by the Lessee, its employee, contractors, suppliers,
agents or invitees, the Lessee shall be responsible for the cost

of repairs.

ARTICLE X - GENERAL RIGHTS OF LESSEE

The Lessee shall have the right with respect to the
premises demised herein to do or perform any of the following
things upon the terms and conditions hereinafter set forth:

A. Communications, Eguipment and Rights-of-Way.

Lessee shall have the right to install, maintain and operate such
aviation radio, communications, meteorological and aerial navi-
gation equipment and facilities as may be necessary or convenient
in its opinion for its operation subject to the prior written
consent (which consent shall not be unreasonably withheld) of
Lessor as to the location, manner of installation and type there-
of. Such equipment.and facilities may be located without addi-
tional charge ox feé in or on any of the space leased to Lessee
for its exclusive use, or, upon payment of the applicable rent

for such area, at such other locations on the Airport, if any, as
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004686
~31—~



may be requested by the Lessee and consented to by the Lessor.
In the event that the Lessor has constructed, or here-~
after voluntarily and not at the request of Lessee constructs
upon the demised premises or elsewhere at the Airport, conduits
or ducts for use in common by aircraft operators (including
Lessee) for the installation of wires, cables, pneumatic tubes
or similarx communication connections, Lessee may use such
conduits or ducts for the purpose for which they are provided,
if and to the extent that space therein is available, and subject
to rules and regulations promulgated by Lessor, without payment
of any rental, charge or fee for the use of such conduits or
ducts, provided that Lessee shall pay the cost of pulling or
instélling its wires, cables, pneumatic tubes or similar com-
munications connections through such conduits or ducts, and the
cost of installing brackets or any incidental equipment or
facilities‘not provided by Lessor, and any other cost in con-
nection with the aforesaid installations, and provided, further,
that Lessee shall be responsible for any damage to the ducts or
conduits or to facilities installed therein caused by its acts
or bmissions or those of its officers, employees or ccntractors.
Lessee shall also have the right to use rights-of-way
at locations hereafter designated in writing by Lessor and with
the prior written consent of Lessor either for the exclusive use
of Lessee or for use in common with others, for conduits, ducts,
pipes, wires, cables, or similar installations, and facilities
(including, but not limited to, equipment and facilities related
Oor incidental to communications, controls, teletypes, telephones,
interphone and pneumatic tubes) between the places where such
equipment and facilities have been installed in the demised pre-

mises and the place where such equipment and facilities have
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been installed in space leased to Lessee for its exclusive use

elsewhere at the Airport. The Lessee shall pay a reasonable

annual rental for such easements or rights-of-way when and if

requested so to do by the Lessor in accordance with the Lessor's

published schedule of rates and charges for such use then in

effect.

B. Right of Ingress and Egress.

1.

The Lessee, its employees, customers, guests,
contractors, suppliers of matexial, furnishers
of services, and/or invitees, in common with
others shall have the non-exclusive right of
ingress to and‘egress from any and all premises
demised herein and such other portions of the
Airport area to or from which said persons
shall reasonably require ingress or egress, in
such manner and at such locations as the

Lessor may from time to time designate; pro-
vided, however, that the aforementioned right
of ingress and egress as it applies to the
suppliers of aviation fuel, aircraft propellant,
or other volatile or inflammable materials,
shall be subject to the prior written permission
given by the Lessor to any such supplier.
Lessor agrees that it will not arbitrarily
withhold said permission, énd in no event will
said permission be withheld by Lessor for the
purpose of discrimination against the Lessee or
its suppliers or to compel Lessee to deal with
selected suppliers. The Lessor further agrees

that no charge will be made for such permits
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from Lessee's suppliers of aviation fuel oxr
propellants at the Airport (except a sexvice
charge not to exceed $100 per annum per suppliexr
to defray Lessor's administrative cost of safety
inspection of transportation and fueling equip-
ment thereof).

Irrespective of the time of occupancy denoted

in Article III.E hereof, the right of ingress
and egress herein granted to the Lessee shall

at all times include the right to enter such
portions of the Airport area under construction
by the Lessor for the purpose of undertaking

the construction or activities of the Lessee
permitted hereunder; provided, however, that
such ingress and egress is coordinated with the
Lessorts construction superintendent in charge
of such construction.

The use of any Airport roadways shall be subject
to the rules and regulations of the Lessor which
are now in effect or which may hereafter be
promulgated for the safe and efficient operation
of the Airport. The Lessor may, at any time,
temporarily or permanently, close or consent to
or requeét the closing'of, any such roadway and
any other area at the Airport presently or
hereafter used as such, so long as a reasonable
alternative means of ingress and egress as
provided above remains available to the Lessee.
Except as hereinbefore provided to the contrary,
the Lessee hereby releases and discharges the
DOT4
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Lessor, its successors and assigns, of and
from any and all claims, demands Or causes of

action which the Lessee may now or at any time
hereafter have against any of the foregoing,
arising or alleged to arise out of the closing
of any street, roadway, or other area, whethex
within or outside the Airpoxt.

C. Architects, Contractors and Builders. The Lessee

shall have the right to employ such architects, contractors ox
builders as the Lessee shall deem necessary or desirable in
connection with the authorized construction, installation, altexr-
ation, modification, repair and/or maintenance of any building,
structure, or improvement upon any of the premises demised here-
in; provided, however, that any or such architects, contractors
or builders shall be licensed or otherwise competent in their
respective professions orx traaes.

D. Signs. The Lessee shall have the right to install
and operate upon the premises denoted in Exhibits B and C and at
Lessee’s expense, advertising signs representing its business,
which signs shall be Substantially uniform in size, type and
location with those of other companies engaged‘in Air Transpor-
tation at the Airport, and the number, general type, size,
design and locations of such signs to be subject to the prior
approval of the Lessor, which approval shall not be unreasonably
withheld.

Upon the expiration or the sooner termination of this
Lease, the Lessee, if requested by the Lessor, shall remove,
obliterate, or paint out any and all advertising, signs, posters
and similar devices placed by the Lessee on the premises. In the

event of the failure on the part of the Lessee so to remove,
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obliterate or paint out each and every sign Or piece of adver-
tising so requested by the Lessor, the Lessor may perform such

necessary work and the Lessee shall pay the cost thereof upon

demand to the Lessor.

E. ‘Training of Personnel. The Lessee shall have the

right to train personnel in the employ or to be employed by the
Lessee or any other company engaged in scheduled Air Transpor-
tation, subject to the rules and regulations of the appropriate
governmental agency as may have jurisdiction thereof; provided,
that such right shall not be construed as authorizing the conduct
of a separate business by Lessee, but shall permit Lessee toO
perform such functions as incident to its conduct of Air
Transportation and, provided further, that the Lessee shall not
train persons employed or to be employed by other than the
Lessee if such training is in competition with any concession-
aire, lessee, permitter or licensor of Lessor at the Airport the
nature of whose business is a flying school. |

F. Dispensing Petroleum Products. The Lessee shall

have the right to store and service by Lessee or others, air-
craft and otﬁer equipment owned or operated by Lessee with
aviation fuel propellants or other petroleum p#oducts, and to
operate and maintain for such purpose any mobile dispensing
equipment, and/or with the prior approval of the‘Lessor such
{ﬁfﬁi%%?d dispensing equipment therefor; provided, however, that
any and all such storage and dispensing equipment shall at all
times be operated by’the Lessee or others in conformity with
applicable industrial standards and all governmental rules re-
lating to the safe construction and operation of said equipment,
and that such equipment be maintained by the Lessee or others at
all times in good operating condition and state of repair.

DOT4
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G. Food and Beverage.

1. In-Flight. With respect to the right granted

the Lessee under Article IV.A.7, the Lessee

shall also have:

(a)

(b)

The right to serve food and beverages to
the passengers and crew of the Lessee in
such aircraft of or operated by the Lessee
as may be temporarily grounded or delaved
due to weather or mechanical conditions,

or to serve in-flight food and beverages

to such passengers and crew in the Lessee's
exclusive space denoted on Exhibits B or

C when such in-flight meals were origi-
nally prepared and intended to be served
aloft.

The right to sell, dispense, or otherwise
provide food and non-alcoholic beverages

to such officers and employees of the
Lessee as are employed in the Lessee's
£light kitchen when such food and beverages
are consumed upon such flight kitchen

premises.

2. Vending Machine. The right to sell, dispense,

or otherwise provide food, confections, tobacco

products, and non-alcoholic beverages to the

officers and employees of the Lessee on the

premises denoted on Exhibit C by means of

vending machines.

3. Employees Cafeteria. The right to sell, dis-

pense, or otherwise provide the items denoted

DOT4
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in paragraph G.2 above by means of an employees'
cafeteria-type installation with respect to its
officers and employees only and upon the pre-
mises denoted in Exhibit C, subject to the

provisions of Arxticle IV.D.

H. Right to Pexrform for others. The Lessee shall have

the right to do and perform any of the rights described in and/or
authorized pursuant to Article II.A, Article III.A.1, Article
IV.A, and Article X.E and F hereof, and with respect to personnel,
aircraft, and aircraft parts, supplies, and services of the
Lessee, for or with respect to any other person or business at
the Airport, whether engaged in Air Transportation or not;

provided, however, that if and in the event the Lessee shall so

do or perform at the Airport, either: (1) in-flight catering
for or with respect to other than the Lessee or the subsidiary
thereof, or (2) any of the other rights permitted the Lessee in
the Articles above denoted for hire and for and with respect to
other than either the Lessee, the Lessee's subsidiary, or any
other scheduled certificated air carrier who has at the time
working arrangements with the Lessee to so do or perform any Of
such rights permitted the Lessee hereunder, the Lessee shall pay
to the Lessor five per cent (5%) of the gross receipts paid to
the Lessee for such performance of such in-flight or other rights.
The amount of said percentage shall be subject to reneéotiation
at and coincidental with the times denoted in Article IV.C, and
ip the manner prescribed in Article VI, hereof.

Said fee shall be paid to the Lessor on or before the
1ast day of any calendar month following that month in which the
same are received. For the purposes hereof, the term “gross
receipts” shall be deemed to mean and include all moneys other
DOT4
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than the above mentioned percentage if separately billea by the
Lessee (or if the consideration for such items or services be

other than money, the monetary fair market value thereof) paid
or payable to the Lessee from the operations subject to the fee

and derived from either:

1. the sale, delivery, or performance by the
Lessee of items, products, or services at the
Airport regardless of the time and place the
orders therefor were received or,

2. regardless of the time and place of the sale,
delivery, or performance of the same if the
orders therefér were received at the Airport;
provided, however, that taxes separately
stated to and paid by the Lessee's customer
and directly payable to the taxing authority
shall be excluded from and deemed not to bhe
within said gross receipts.

Nothing in this subsection shall authorize, nor be
construed to authorize, the Lessee to thereby conduct a separate

business nor to perform such rights as other than incidental to

the Lessee‘s conduct of Air Transportation.

ARTICLE XI - TAXES-LIENS

A. Taxes and Assessments. The Lessee shall pay'in

full any and all taxes and assessments including, but not limited
to, such as may be levied or assessed upon the demised premises
leased herein exclusively to Lessee, and its pro rata share of
any such taxes, charges and assessments levied and assessed upon
premises in and/or adjacent to the terminal buildings the use

and occupancy of which the Lessee is herein granted in common
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with other lessees of the Lessor engaged in Air Transportation

upon an exclusive basis, before the delinquent date thereof; and,

subject to the provisions of Article XX.A.6 hereof, to save the
Lessor and the demised premises harmless from any claims or liens

in connection with such taxes, charges, and assessments.

B. Liens Prohibited. The Lessee shall not commit ox

suffer any act or neglect whereby the demised premises, including
improvements of the Lessee thereupon Ox therein, or the estate

of the Lessee in the same, at any time during the term of‘this
Lease shall become subject to any attachment, lien, charge or
encumbrance whatsoever, and shall indemnify and hold harmless
the Lessor against all liens, charges and encumbrances and all
expenses resulting therefrom, including reasonable attorneys'
fees, it being expressly understood that the Lessee shall have

no authority, express or implied, to create any lien, charge or
encumbrance upon the demised premises, or any portion thereto,

except as pursuant to Article XXVIII hereof.

ARTICLE XII - PROHIBITED ACTS

A. Vending Products and Services. Unless otherwise

expressly permitted to do so, and except as hereinafter provided
and as provided pursuant to the provisions of Article IV.A.7 and
Article X.G hereof, the Lessee shall not install, maintain, or
operate, or permit the installation, maintenance or operation,

on the premises denoted on Exhibit B, of any vending machine or
device designed to dispense or sell food, beverages, tobacco,
tobacco products or merchandise of any kind, whether or not
included in the above categories, or of any restaurant, cafeteria,
kitchen, stand or other establishment of any type for the prepa-

ration, dispensing or sale of food, beverages, tobacco, tobacco
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products Or merchandise of any kind, whether or not included in

the above categories, oxr of any equipment or device, for the

furnishing of service of any kind, to the public including, but

without limitation, telephone pay-stations.

B. Nuisance. The Lessee shall commit no actionable
nuisance upon the premises demised herein, and shall not do or
permit to be done anything which may result in the creation or

commission or maintenance of any such nuisance on said premises.

ARTICLE XIII ~ SURRENDER OF PREMISES

The Lessee shall yield and deliver peaceably to the
Lessor possession of any and all premises demised herein together
with all leasehold improvements (as defined in Article IIIL.F
hereof) thereupon on the date of”the cessation of the letting,
whether such cessation be by termination, expiration or other-
wise, promptly and in the same condition as at the commencement
of the letting, or as of the date of construction or installation,
reasonable wear arising from use of the premises to the extent
permitted elsewhere in this Lease excepted, and except for
matters which are the obligation of the Lessor undexr this Lease
and except for damage or destruction by fire or other casualty
which the Lessee is not obligated to repair or replace pursuant
to any provision of this Lease.

Unless required by the Lessee for the performance of
its obligations hereunder, the Lessee shall have the right at
any time during the letting to remove, and on or before the
expiration cr earlier termination of the letting shall remove
any and all non-capital improvements, including its equipment,
trade fixtures, and other personal property (as defined in

Article III.F hereof), from the premises in such a manner as to
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cause no damage to the premises, and in the event of any such

damage, Lessee agrees at its own cost and expense, toO repair

the same.
1f and in the event the Lessee€ fails or neglects to

remove all or any portion of its equipment, personal property

and/or trade fixtures within ninety (90) days from and after

the expiration or termination of this Lease, the Lessor, at its

sole option, may either remove and/or dispose of the same and
charge the cost of such removal and/or disposal to the Lessee,
which cost the Lessee hereby agrees to pay, or consider the same

to be abandoned and take title thereto in the name of the State.

ARTICLE XIV - RIGHTS OF ENTRY RESERVED

The Lessor, by its officers, employees, agents,
representatives and contractors shall have the right at all
reasonable times to enter upon the premises denoted in Exhibits
B and C for the purpose of inspecting the same, for observing
the performance by the Lessee of its obligation under this
Lease, and to service or post or keep posted thereon notices
provided by any law or rules or regulations of the State which
the Lessor deems to be for the protection of the Lessor and/or
the demised premises, and for the doing of any act or thing
which the Lessor may be obligated or have the right to do under
this Lease or otherwise.

Without limiting the generality of the fotegoing, the
Lessor, by its officers, employees, agents, representatives, and
contractors, and furnisherg of utilities and other services,
shall have the right, for its own benefit, for the benefit of
the Lessee, or for the benefit of others than the Lessee at the

airport, to maintain existing and future utility, mechanical,
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electrical, and other systems and to enter upon said premises at
ali reasonable times to make such repairs, replacements or alter-
ations as may, in the opinion of the Lessor, be necessary Or
desirable aﬁd, from time to time, toO c0nstructror instal; over,
in or under the premises new systems Or parts thereof, and to

use the premises for access to other parts of the Airport not
otherwise conveniently accessible.

Nothing in this Article shall or shall be construed to
impose upon the Lessor any obligations so to construct or main-
tain or to make repairs, replacements, alterations or additions,
or shall create any liability for any failure so to do. The
Lessee is and shall be in exclusive possession of the said
demised premises and the Lessor shall not in any event be liable
for any injury or damage to the premises nor to any property of
the Lessee or of any other persons 1oca£ed in or thereupon,
other than such injury or damage occasioned by the acts of the
Lessor, its employees, or agents, which shall be repaired ox
remedied by the Lessor at its expense.

At any time and from time to time during ordinary
business hours within the three (3) months next preceding the
expiration of this Lease, the Lessor, by its agents, and employees,
whethér or not accompanied by prospective lessees, occupiers oxr
users of the premises, shall have the right to enter thereupon
for the purpose of exhibiting and viewing all parts of the same.

Nothing herein contained shall permit nor shall be
construed to permit the Lessor to exercise any right of access
or entry for any of the purposes denoted in this Article except
at reasonable times and in such a manner as to not unreasonably
interfere with or hinder the use, occupancy and enjoyment of the

said demised premises by the Lessee.
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ARTICLE XV - COMPLIANCE WITH LAWS

Lessee agrees that it will not use the demised premises
or the Airport, or any part thereof, or permit the same to be
used by any of its sublessees, tenants, officers, agents or em-
pléyees for any illegal purpose; and that it will at all times
during the term of this Lease comply with all applicable ordi-
nances, laws, rules and regulations of the City, County, State
and of the Government, and of any political'division or subdi-
vision or agency, authority or commission thereof, which may
have jurisdiction to pass laws or ordinances or make énd enforce
rules or regulations with réspect to the demised premises or the
Airport. |

Lessee shall also take out and keep current all licenses
and permits (whether municipal, state or federal) required for
the condﬁct of its business at the Airport and to pay promptly

when due all fees therefor.

ARTICLE XVI - RULES AND REGULATIONS

Lessee shall observe and obey all rules and regulations
which may from time to time during the term hereof be reasonably
prescribed by Leséor for conduct and operations at or on the
Airport; provided that the same are not inconsistent with the
rights herein granted and do not conflict with the rules of any
federal agency having jurisdiction thereover or the procedures
prescribed or approved from time to time by the Government's
Feaeral Aviation Agency or the Civil Aeronautics Board for |
landing and taking off of Lessee's aircraft at the Airport.
Lessee acknowledges that it is familiar with the rules and
regulations of Lessor presently in effect at said Airport, copy

of which is attached hereto, marked "Exhibit D" and by this
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reference hereby made a part hereof.

The Lessor shall give the Lessee notice of any and all
changes to Lessor‘s rules and regulations at least fifteen (15)
days prior to the effective date of such change or changes, and

w

Lessor shall furnish to the Lessee copies thereof.

ARTICLE XVII - EMERGENCY PROTECTION

Subject to the provisions of Article II.E hereof, the
Lessor does not hold itself oﬁt as providing or furnishing fire
fighting, crash, or other emergency equipment Oxr service for or
to the demised premises or to aircraft owned or operated by the
Lessee; whether such aircraft are located on the demised premises
or any other place, including, but not limited to, the Airport or

runways or taxiways situated on lands contiguous to the Airpoxt.

ARTICLE XVIII - LIABILITY

Except as hereinafter provided, the use of the Airport
and the demised premises by Lessee, its agents, employees and
guests shall be at their risk. Lessor shall not be liable for,
and Lessee agrees to indemnify and hold Lessor harmless from,
all claims, costs, and liabilities for injury to or the death of
any person or damage to any property arising out of or in any
way connected with the use or occupancy of the Airport or the
demised premises by Lessee, its agents, employees and guests,
except any such claims, costs, and liabilities which occur due
to the wilful misconduct or sole negligence of Lessor, its
officers, employees and agents. Lessee does hereby release
Lessor from all claims, costs, and liabilities, that may arise
du;ing the term from damage to or destruction of Lessee's

property (such property shall be deemed to include, but not be
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limited to, aircraft owned oxr operated by Lessee) caused by fire;

except such claims, costs, and liabilities which occur due to the

wilful misconduct or sole negligence of Lessor, its officers,

employees, and agents. As used in this Article, the term "its
guests® shall be deemed to include, in addition to Lessee's

guests, Lessee's passengers, invitees and licensees.

ARTICLE XIX - INSURANCE

A. Property Insurance.

1. Lessor. The Lessor shall, at its own expense,
keep in force insurance upon buildings and
improvements of the Lessor during any of the
terms herein granted, which are of a character
customarily insured and which are at any time
located upon the demised premises denoted on
Exhibit B or upon the Airport area.

The obligation of the Lessor to so insuré shall
be deemed to be met if, and to the extent that,
the Lessor elects to establish, and does so
establish, a speéial fund or funds‘for the
purpose of self—insdrance.

Such insurance, whether by fund or policy, shall
be in an amount not less than ninety per cent
(90%) of insurable value of such buildings and
improvements and cover such hazarxds as ére
insured against by fire and extended coverage
insurance of the character cusﬁomarily in force
at the time in the State upon buildings and
improvements of a similar character, and such

other hazards as would be normally insured

DOT

4
-46- 004701



against in similar circumstances by a reasonably
prudent owner of such buildings and improve-
ments.

If and in the event of the total oxr partial
destruction of the Exhibit B premises so as to
render the same unusable for the purposes for
which the same were designed and constructed,
the Lessor shall apply any insurance proceeds
accruing and payable by reason thereof, first
to such revenue indebtedness as may then remain .
outstanding, and then the balance of such
proceeds, if any, to the reconstruction or
repair of such premises. If and in the event
of such destruction, the Lessee shall have the
right to terminate this Lease, or, in the
alternative, to invoke the provisions of
Article XXIII hereof.

If and in the event such premises denoted on
Exhibit B are structurally damaged, but not to
such extent to render them unusable for the
‘purposes for which they were designed or con-
structed, the Lessor shall repair the same as
promptly as practicable. If and in the event
the premises denoted on Exhibit B are rendered
untenantable by the Lessee by reason of such
structural damage, the rental obligations of
the Lessee hereunder shall cease and abate
either in toto or proportionately as and in the
manner the parties shall mutually agree (and if

the parties fail to mutually agree thereupon,
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the matter shall be determined by arbitration
pursuant to Article VII hereof), effective as
of the date of such damage, until the said
premises are again tenantable by the Lessee.
Lessee. The Lessee shall, at its own expense,
keep in force insurance upon buildings and
improvements which are at any time located or
constructed or installed by the Lessee upon
the demised premises denoted in Exhibit C.
Such insurance shall be in an amount not less
than ninety per cent (90%) of the insurable
value of such buildings and improvements, and
shall cover such hazards as are insured against
by fire and extended coverage insurance of the
character customarily in force at the time in
the State upon buildings and improvements of
similar character, and such other hazards as
would be normally insured against in similar
circumstances by a reasonably prudent owner of
such buildings and improVements.
When requested by the Lessor, the Lessee shall
also, at its own expense, insure (or furnish a
surety bond with respect to) any and all con-
struction, alteration, or repair of $500 or
more of improvements of the Lessee at or upon
the premises denoted in Exhibit C, against
mechanic's and/or materialman's liens‘arising
from such work. Such insurance or bond shall
remain in force for the period of such con-
Struction, alteration, or repair and thereafter
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until ninety (90) days from and after the date

of completion (within the meaning of the laws

of the State) thereof.

Damage to or Destruction of Premises.

(a)

(b)

(c)

Removal of Debris. If the premises denoted

on Exhibit C, or any part thereof, shall
be damaged by fire, the elements, the
public enemy or other casualty, the Lessee
shall promptly remove all débris resulting
from such damage from the said premises,
and to the ektent, if any, that the re-
moval of debris under sucﬁ circumstances
is covered by insurance, the proceeds
thereof shall be made available to the
Lessee for such purpose.

Minor Damage. If the premises denoted on

Exhibit C, or any part thereof, shall be
damaged by fire, the elements, the public
enemy or other casualty but not rendered
untenantable or unusable for a period of
ninety (90) days the said premises shall
be repaired with due diligénce in ac-
cordance with the plans and specifications
for the said premises as they existed
prior to such damage by and at the expense
of the Lessee and if such damage is
covered by insurance, the proceeds thereof
shall be made available to the Lessee for
that purpose.

Major Damage to or Destruction of the

Premises. If the demised premises denoted
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on Exhibit C, or any part thereof, shall
pe destroyed or so damaged by fire, the
elements, the public enemy OX other
casualty as to be untenantable or unusable
for ninety (90) days, or if within ninety
(90) days after such damage Or destruction
the Lessee notifies the Lessor in writing
that in its opinion said premises will be
untenantable or unusable for ninety (90)
days, the rental obligations of the Lessee
in any such event shall abate from and
after the date of such damage or destruc-
tion and until either the substantial
completion of any repair or reconstruction
thereof or the termination of the Lease
provided for under Article XIX.A.3(c)(3)
hereof, and: |
(1) The Lessor may at its option make the
necessary repairs or replacements in
accordance (in so far as is practi-
cable) with the plans and specifi-
cations for said premises as they
existed prior to such damage or
destruction, provided, that the
Lessor notifies the Lessee of its
election so to do within one hundred
twenty (120) days after the occur-
rence of such damage or destruction,
or within thirty (30) days after

receipt of notice from the Lessee as
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(2)

the case may be. If the Lessor
élects to make such repairs or re-
placements, it shall do so with
reasonable dispatch, and if such
destruction or damage was covered by
insurance, the proceeds thereof shall
be retained by the Lessor.
In the event that the Lessor does not
elect to make said repairs and re-
placements as provided in subparagraph
(1) of this subdivision (c), the
Lessee may at its election make such
repairs and replacements, provided,
that it notifies the Lessor of its
election so to do within one hundred
fifty (150) days (but not less than
one hundred twenty (120) days) from
the date of such destruction or
damage or within sixty (60) days (but
not less than thirty (30) days) after
receipt of notice by the Lessor, as
the case may be. If the Lessee elects
to make such repairs and replacements,
it shall do so with reasonable dis-
patch and without cost to the Lessor,
except that if such destruction or
damage was covered by insurance, the
proceeds thereof shall be made
available to the Lessee for that
purpose.
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(3)

(4)

It the event the damage oOr destruction
is not capable of being repaired
within one hundred and fifty (150)
days after the date thereof, either
because of insufficiency of such in-
surance proceeds or otherwise, Or in
the event the original improvement soO
damaged or destroyed is or soon will
be obsolete, or in the event such
damage or destruction occurs within
such time as to cause reconstruction
impracticable by reason of the prox-
imity of the expiration date of the
Lease, upon the mutual agreement of
the Lessor and the Lessee thereto the
parties shall cause such building or
improvements to be demolished to the
ground level and the debris removed
using any insurance proceeds for such
purposes. The Lease as to such
demised premise shall in such event
terminate upon the expiration of 150
days from and after the date of such
damage or destruction.

Any balance of such insurance proceeds
remaining after such repair and demo-
lition and removal, and after any
lendert*s loss obligations have been
met, shall be divided between the

Lessor and the Lessee as their
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respective interest may then appear.

B. Liability Insurance. The Lessee shall carry airpoxrt

liability and property damage insurance with limits of not less
than $250,000 for one person, and $1,000,000 for one accident,
and $6,000,000 property damage, and provide a certificate of
insurance to the Lessor certifying that such coverage is in force
and that the Lessor will be notified at least thirty (30) days
before cancellation of or material change in said policy.

The Lessee shall file a certificate of insurance with
the Lessor certifying that the Lessee has in force aircraft public
liability, passenger liability, and property damage for the
operation of aircraft owned or operated by or for Lessee in
amounts not less than $250,000 for one person, $1,000,000 one
accident for public liability, $1,000,000 passenger liability, and
$6,000,006 property damage.

C. Form and Evidence of Insurance. All such insurance

policies or certificates required by this Article shall be issued
by an insurance or surety company or companies of sound and
adequate financial responsibility.

The Lessee shall deposit with the Lessor a copy of such
property insurance policy or policies or a certificate of such
insurance coverage. In the alternative, and in lieu of the
insurance in this Article required of the Lessee, the Lessee shall
provide the Lessor with satisfactory evidence of equal insurance
protection by an adequate self-insurance program. The Lessor
shall make available to the Lessee the insurance information
denoted in A above upon request by the Lessee.

All such insurance of the Lessee shall name the Lessor
as a co-insured, contain a waiver of subrogation endorsement in

favor of the Lessor (or in favor of the Lessee, if insurance of



e | 4

the Lessor), and provide that the Lessor shall be notified at
least thirty (30) days prior to any termination, cancellation,
or material change in such insurance coverage.

D. Deductible Clause. Any of the indemnity or casualty

inéurance coverage provided for in this Article may include pro-
vision for a deductible amount of $5,000 per loss or such higher
deductible amount as may be agreed upon by the Lessor and the

Lessee.

ARTICLE XX -~ TERMINATION BY LESSOR

A. Termination Events. If and in the event any one or

more of the following events shall occur, that is to say:
1. The Lessee shall become insolvent, or shall take
the benefit of any present or future insolvency
statute, or shall make a general assignment for
the benefit of creditors, or file a voluntéry
petition in bankruptcy or a petition or answer
seeking an arrangement or its reorganization or
the readjustment of its indebtedness under the
federal bankruptcy laws or under any other law
or statute of the United States or of any State
thereof, or consent to the appointment of a
receiver, trustee, or liquidator of all or
substantially all of its property; or
2. By order or decree of a court the Lessee shall

be adjudged bankrupt or an order.shall be made
approving a petiticn filed by any of its credi-
tors or, if the Lessee is a corporation, by any
of the stockholders of the Lessee, seeking its
reorganization oxr the readjustment of its
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indebtedness under the federal bankruptcy laws

or under any law or statute of the United

States or of any State thereof; provided that

if any such judgment or order is stayed orx
vacated within sixty (60) days after the entry
thereof, any notice of cancellation shall be

and become null, void and of no effect; or

The Lessee, if a partnership, and the said
partnership shall be dissolved as the result of
any act or omission of its partners or any of
them, or by operation of law or the order oxr
decree of any court having jurisdiction, or for
any other reason whatsoever; or

By or pursuant to, or under authority of, any
legislative act, resolution or rule, or any
order or decree of any court or governmental
board, agency or officer, a receiver, trustee

or liquidator shall take possession of all or
substantially all of the property of the Lessee,
and such possession or control shall continue

in effect for a period of thirty (30) days; or
The Lessee shall voluntarily abandon, desert or
vacate the premises or discontinue its flight
operations at the Airport or at the demised
premises; or

Any lien shall be filed against the demised pre-
mises because of any act or omission of the
Lessee and shall not be discharged or contested
by the Lessee in good faith by proper legal
proceedings within thirty (30) days; or
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“4-  The Lessee shall fail duly and punctually to
pay the rental, or to make any other payment
required hereunder within the time set forth'in
subparagraph 8 hereof; oxr

8. The Lessee shall fail to keep, perform and
/ observe each and every other promise, covenant
and agreement set forth in this Lease, On its
part to be kept, performed or observed, within
thirty (30) days after its receipt of written
notice of default thereunder from the Lessor
(except where fulfillment of its obligation
requires activity over a period of time, and
the Lessee shall have commenced in good faith
to perform whatever may be required for ful-
fillment within thirty (30) days after receipt
of such notice and continues such performance
without interruption except for causes beyond
its control);
then upon the occurrence of any such event or at any time there-
after during the continuance thereof, the Lessor may by fifteen
(15) days written notice terminate the letting and the Lessee's
rights hereunder, such termination to be effective upon the date
specified in such notice. Such right of termination and the
exercise thereof shall be and operate as a conditional limitation.
B. If any of the events enumerated in Section A hereof
shall occur prior to the commencement of the letting, the Lessee
shall not be entitled to enter into possession of the demised
premises, and the Lessor, upon the occurrence of any such event,
or at any time thereafter, during the continuance thereof, by
twenty~-four (24) hours' notice, may cancel the interest of the
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Lessee under this Lease, such cancellation to be effective upon

the date specified in such notice.

C. Right of Re-entrxy. The Lessor shall, as an addi-

tional remedy upon the giving of notice of termination as provided
in Section A hereof have the right to re-enter the premises and
every part thereof upon the effective date of termination without
further notice of any kind, and may regain and resume possession
either with or without the institution of summary or any other
legal proceedings or otherwise. Such re-entry, Or regaining orx
resumption of possession, however, shall not in any manner affect,
alter or diminish any of the obligations of the Lessee under this

Lease, and shall in no event constitute an acceptance of surrendex.

ARTICLE XXI - WAIVER

No acceptance by the Lessor of rentals, fees, charges
or other payments in whole or in part for any period or periods
after a default of any of the terms, covenants, and conditions.
hereof to be performed, kept, or observed by the Lessee shall be
deemed a waivexr of any right on the part of the Lessor to
terminate the letting.

A waiver by Lessor of any default of Lessee, or by
Lessee of any default of Lessor, in the performance of any of
the covenants, terms or conditions of this Lease shall not be
deemed or considered to be a waiver of any other matter, and it
is mutually covenanted and agreed that the various rights,
powers, privileges, options and remedies of Lessor and Lessee
herein respectively contained shall be construed to be cumulative,
and no one of them shall be deemed to be exclusive of the other,
or exclusive of any rights, powers, privileges, options or remedies

provided by law.
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ARTICLE XXII - TERMINATION BY LESSEE

If and in the event any one or more of the following

i i i it
events shall occur, the Lessee may termln;te this Lease 1n 1tS

entirety either prior to oOr subsequent to the commencement of

the term hereby granted, to wit:

1. The failure or refusal of the Government's Civil
aeronautics Board, the Federal Aviation Agency, Or
of any other governmental agency (foreign or
domestic) having jurisdiction over the operations
of the Lessee, to grant Or permit‘Lessee, for a
period of ninety (90) days, the right to regularly
operate into and from said Airport; provided,
however, that such failure or refusal is not due
to any fault of Lessee; oOr

2. The inability of the Lessee to use the demised
premises and facilities, the use or occupancy of
which is granted herein, continuing for a period
longer than ninety (90) days due to any order,
rule, or regulation of any apprqpriate governmental
agency having jurisdiction over the operations of
Lessee, by reason of the condition, maintenance, or
_inadeéuacy of said Airport, or of any aid or
facility maintained, or provided or required to be
maintained or provided, by Lessor thereat; or

3. The breach by Lessor of, or its failure to pefform,
any of the covenants or agreements herein contained,
and either the failure of Lessor to remedy such
breach for a period of ninety (90) days after re-
ceipt of a written notice of the existence of such
breach, or, if fulfillment of the Lessor's obli-

gation requires activity over a period of time,
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the failure of Lessor within said ninety (9Q) day
period in good faith to commence that activity
required and to continue the Same thereafter except
for causes beyond its control.

4. The iﬁability of Lessee to use said premises and
facilities continuing for a longer period than
ninety (90) days by reason of acts by the public
enemy during the existence of a state of war
declared or undeclared.

5. As contemplated by Article XXV hereof or otherwise,
the assumption by the Government or any authorized
agency thereof, of the operation, control, or use
of the Airport and facilities, or any subétantial
portion or portions thereof, in such a manner as
substantially to restrict the Lessee, for a period
of at least ninety (90) days, from engaging in Air

Transportation at or from said Airport.

ARTICLE XXJIII -~ SUSPENSTION OR ABATEMENT

Upon the occurrence and/or maturity of any of the
termination events contained in Articles XIX, XX, and/or XXII
hereof, the party entitled to terminate this Lease by reason
thereof shall have the right in lieu of termination and upon
prompt written notice to the other party, to either a suspension
of this Lease or in the alternative, to a just abatement of such
portion of the rental obligations of the Lessee thereunder as
may be mutually agreed upon by and between the Lessor and the
Lessee (and if the parties fail to mutually agree thereupon, the
matter shall be determined by arbitration pursuant to Article

VII hereof), such suspension or abatement to be effective from



& &

the time of the receipt of such notice until there is a cessation

of the occurrence or activity giving rise to the initial right to

terminate this Lease.

ARTICLE XXIV - CONDEMNATION

If and in the event the whole or any of the premises
demised hereunder shall be taken pursuant to the power of
eminent domain, of if and in the event any partial taking of the
same shall render the premises, or the remainder of the same,
demised to the Lessee, unusable for the uses permitted the
Lessee hereunder, this Lease shall terminate as of the date
possession shall be taken by the condemner and any prepaid but
unearned rental shall be repaid to the Lessee. If only a part
of the demised premises shall be condemned without rendering the
remainder thereof reasonably unusuable, the Lease shall terminate
as to the part taken, and the rental for the remainder shall be
reduced pro rata, as of the date of possession. All compensation
and damages payable by reason of the condemnation of the demised
premises shall be payable to the Lessor, without any apporxtion-
ment to the Lessee, but the Lessee shall have the right to claim
and receive from the condemning authority (but not from the
Lessor) a pro rata portion of any compensation and damages payable
for any improvements constructed by the Lessee upon the premises
denoted on Exhibit C, the Lessee's portion to be determined by
the ratio the unexpired term of this Lease bears to the total
term. The Lessee shall also have the right to claim and receive
from the condemning authority the amount of any expense incurred
by the Lessee in repairing any damage to its improvements con-
structed upon or in the premises demised pursuant to Article IV

hereof.
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»ARTICLE XXV - SUBORDINATION OF LEASE

A. Joint-Use. This lease shall be subordinate in all

respects to the provisions of any existing or future leases
between the Lessor and the Government or any agency thereof
relative to aircraft operating areas at the Airport, the execution
of which has been or may be required as a condition precedent to
the expenditure of federal funds for the development of the
Airport. In the event of any inconsistency between this Lease

and any such existing or future lease between the Lessor and the
Government or any agency thereof, this Lease or the particular
terms and conditions affected thereby shall be mutually suspended
or terminated without the Lessor being liable for damages.

This Lease shall be subordinate in all respects to the
provisions of any existing or future Joint-Use Agreement between
the Lessor and the United States Navy and the United States Airx
Force. In the event of any inconsistency between this Lease and
any existing or future Joint-Use Agreement, this Lease or the
particular terms and conditions affected thereby shall be mutually
suspended or terminated without the Lessor being liable for
damages. |

B. National Emergency. During the time of war whether

declared by Congress oxr not, or national emergency, the Lessor
shall have the right to enter into any agreement with the
Government for any military use of part or all of the landing
area, the publicly owned air navigation facilities, and all other
areas and facilities of the Airport including the main terminal
building. If any such agreement is executed, the provisions of
this instrument, in so far as they are inconsistent with the
provisions of the agreement with the Government, shall be mutually

suspended or terminated without the Lessor being liable for
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damages.

C. Rights of Lessee. Nothing in this Article contained

shall detract from or limit, nor be construed to detract from or
1limit, the rights of the Lessee as either set forth in Articles
XXII and XXIV hereof, or to seek damages or compensation from
other than the Lessor in the event of the execution of any such
agreement described above the terms of which are or may be

inconsistent with the rights of the Lessee under this Lease.

ARTICLE XXVI - PERFORMANCE BOND

Prior to this Lease becoming effective, Lessee shall
deliver to Lessor a faithful performance bond in the sum of

TEN THOUSAND DOLLARS ($10,000.00) executed by a

surety company which meets with the written approval of the
Director of Transportation and in form approved by the Attorney
General of the State, under which said surety company guarantees
to Lessor full and complete performance of all of the terms,
conditions and covenants herein to be performed on the part of
Lessee. Said bond, which may be renewed annually, shall be
maintained by Lessee at its cost and expense throughout the

existence of this Lease.

ARTICLE XXVII ~ LITIGATION

If and in the event either the Lessor or the Lessee
shall be made a party to any litigation instituted by a third
party arising out of the use and occupancy of the premises
demised herein (other than condemnation or like proceeding) eaéh
of the parties hereto will bear its own costs of such litigation
Or participation therein, including attorneyé' fees. If and in

the event either of the parties hereto shall make a claim or
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demand against the other, by the institution of legal proceedings
or otherwise, to enforce the covenants and agreements of this
Lease, the party against whom judgment is rendered upon such
claim or demand shall pay all costs of such claim and demand,
inéluding reasonable attorneys* fees; provided, however, that if
and in the event said claim or demand is settled by compromise
or similar agreement, such costs of the respective parties with
respect thereto shall be determined by and included in the terms
of said compromise or settlement.

Each party shall give prompt notice to the other of
any claim or suit instituted against it that may affect the

other party.

ARTICLE XXVIITI - ASSIGNMENT AND SUB-LETTING

The Lessee shall not at any time sell, convey, transfer,
mortgage, pledge, or assign this Lease, either in whole or in
part, nor any of.its rights, title, interest or privilege here-
under, nor sublet the demised premises or any part thereof,
without the prior written consent of the Lessor first had and
obtained; provided, however, that such consent shall not be
unreasonably withheld.

Nothing herein contained shall prevent Lessee's
exercise and performance of rights and obligations hereunder by

or through its duly appointed agent oxr contractor.

ARTICLE XXIX - SUCCESSORS AND ASSIGNS

Each and all of the expressions, phrases, terms,
conditions, provisions, stipulation, promises, covenants,
agreements, requirements and obligations of this Lease shall,
whenever applicable, extend to and bind and inure to the benefit
DOT4
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of the Lessor and the Lessee, and the legal representatives,
successors and assigns Of either and both of them.

The term “Lessor" as used herein shall mean and include
the Department of Transportation of the State of Hawail or any
governmental department, agency, commission or other subdivision
thercof as may succeed to the rights, duties, and powers now |

imposed thereupon and/or exercised thereby.

ARTICLE XXX - NOTICES

Wherever in this Lease it is required that the Lessee
send notice to the Lessor or apply for the prior approval,
consent, or permission thereof, such notice or application shall
be sufficient if sent to the Lessor's Chief, Airports Division,
or such person as may succeed to the duties and powers now im-
posed thereupon and/or exercised thereby; and such Chief or
successor person shall notify the Lessee of such approval, con-
sent, or permission as may be applied for and approved, and such
notice as the’Lessor may be required to give to the Lessee.

' Notice or applications to Lessor provided for herein
shall be sufficient if sent by registered mail, postpaid,

addressed to Lessor, and directed to the attention of the Lessor's

Chief, Airports Division, or successor person at Honolulu International

Airport, Honolulu 17, Hawail ; and notices to Lessee shall be

sufficient if sent by registered mail, postpaid, addressed to

Lessee at 173 South Queen Street, Honolulu 13, Hawaii : or to

such other respective addresses as the parties may designate in

writing from time to time.

ARTICLE XXXI - INTERPRETATION

The language in all parts of this Lease shall in all
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cases be construed simply according to its fair meaning and not
strictly for or against Lessor or Lessee. This Lease shall be
construed and performance thereof shall be determined according

to the laws of the State.

ARTICLE XXXII - PARAMOUNT AGREEMENT

This Lease supersedes any and all other agreements
entered into by the parties hereto prior to the execution of

this Lease covering the subject matter hereof.

ARTICLE XXXIII - AMENDMENTS

This Lease shall not be varied in its terms by any
oral agreement or representation, or otherwise than by an
instrument in writing of subsequent date hereto executed by both
parties by their respective officers or other persons duly

authorized.

ARTICLE XXXIV -~ APPROACH PROTECTION

The Lessor resexves the right to take such action as
may be necessary to protect the aerial approaches of the Airport
against obstruction, in accordance with governmental standards
or requirements, together with the right to prevent the Lessee,
or any other person, from erecting, or permitting to be erected,
any building or other structure on the Airport which would

conflict with such standards or requirements.

ARTICLE XXXV - INVALID PROVISION-SEVERABILITY

In the event any term, covenant or condition herein
contained is held to be invalid by any court of competent juris- .

diction, such invalidity shall not affect any other term,
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covenant or condition herein contained, provided that such in-
validity does not materially prejudice either the Lessor or the
Lessee in their respective rights and obligations contained in

the valid terms, covenants or conditions hereof.

ARTICLE XXXVI - SECTION HEADINGS

The sectional headings throughout this instrument are
for the convenience of the Lessor and Lessee and are not in-
tended nor shall be used to construe the intent of this Lease
or any part thereof, or to modify, amplify, or aid in the in-

terpretation or construction of any of the provisions thereof.

ARTICLE XXXVII - NON-LIABILITY OF INDIVIDUALS

Neither the Director nor Commissioners of the
Department of Transportation, nor of any such governmental
agency of the State as may succeed to the duties, powers or
functions of such Commission or Director, nor any of them, nor
any agent, officer, or employee thereof, shall be charged
personally by the Lessee with any liability, or be held liable
to the Lessee under any term or provision of this Lease, or
because of its execution or attempted execution, or because of

any breach, or attempted or alleged breach, thereof.

ARTICLE XXXVIII - COVENANT NOT TO GRANT MORE FAVORABLE TERMS

The Lessor covenants and agrees that between the date
of the execution of this Lease by both parties and.December 31,
1963, the Lessor will not enter into any lease or other written
contract with any other person or firm engaged in Air Transpor-
tation and with respect to the Airport which contains more
favorable terms than are contained in, and relative to the

DoT
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subject matter of, Articles 11, III, and/or IV of this Lease,
unless such terms are concurrently and automatically made
available to the Lessee; provided, however, that on and after
Januéry 1, 1964, and for the balance of the Lease term and any
e#tensioh thereof, the Lessor covenants and agrees with respect
to rates and charges only that the Lessor will not enter into
any lease or other written contract with any other person or
firm engaged in Air Transportation relative to the provisions
of Articles II.C, III.C, and IV.C, and/or VI, unless such terms

are concurrently and automatically made available to the Lessee.

XXXIX - SEAWARD RUNWAY

In the event Lessor undertakes construction of a
seaward runway at the Alrport fof the purpose of diverting
aircraft take-off or landing operations from populated areas
adjacent to the Airport, Lessor shall exercise its best efforts
to secure and obtain, to fullest extent possible, Government
participation in the financing of any such project. Lesgsee
shall cooperate with Lessor to the fullest extent possible in

securing such participation.

0 ARTICLE XL - EFFECTIVE DATE OF LEASE

This Lease shall take effect upon the amendment
by the First State Legislature, Budget Session of 1962, of
Section 123-3(a)(2) of the Revised Laws of Hawaii 1955, as
amended by Act 217 of the Session Laws of Hawaii 1957, to

read as follows:

"(2) For each gallon of gasoline or other
aviation fuel sold for use in or used for
airplanes, one cent."
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IN WITNESS WHEREOF, the parties hereto have caused
these presents to be executed by those officers in whom authority

so to do is vested by law on the day and year first above written.

DEPARTMENT OF\ TRANSPORTATION
OF THE/STATE (F HAWAII

By
—ITSDITEctor
Lessor
UNITED AIR LINES, INC.
. /J' ’4«"' )
DEPT. ‘mﬂ M ,J/‘,,.-"' &,ﬁ' /’ , & .. et A T -
i — _-fﬁmﬂﬁ//ﬁy g “j@xa&twmﬂﬁg N
oy @ﬁﬁ} Lgé) Its ~ Df MEENAN
enorenry | VICE PRESIDENT- ACILITES AND prope
g PERTY,
WHRENS |
L= By
s WAA Ies
Lessee
ARPROVED =S TO FORM:
Attorney Gener 1, State of Hawaiil
DOT4
084723
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EXHIBIT ONE

AIRPORT USE CHARGE

Article I - Computation of Airport Use Charge

1.01. The Airport Use Charge for the period com-~

mencing gVé}Zaﬁq/ A/ , 1962, shall be $1.40 per 1,000
/

pounds Approved Maximum Landing Weight, to remain in effect
through June 30, 1963. Beginning with the next succeeding
fiscél year commencing July 1, 1963, and for each fiscal year
thereafter during the term set forth in Article II.B, the
Lessor's Director of Transportation or his successor shall
determine and establish the Airport Use Charge in the follow-
ing manner:

(1) The Airport Use Charge Requirements
for each fiscal year shall be calculated taking into
account: (a) the sufficiency of the Airport Use
Charge for the previous fiscél year, and (b) such
portions of the maintenance and operation budget and
the capital improvements program (for the Lessor's
Airports Division approved by the Legislature of the
State) as‘may be applicable to the computation of
Airport Use Charges hereunder for the fiscal year
for which the Airport Use Charge is being calculated.
The Airport Use Charge Requirements for each fiscal
vear shall be deemed to be an amount equal to the
excess of the estimated Airport Expenses for the
fiscal year for which the Airport Use Charge is being
caiculated, over the estimated Airpoxrt Revenues for
such fiscal year.

(2) For the fiscal year for which the
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Airport Use Charge is being calculated, the Lessor
shall prepare and furnish to Lessee an estimate of
the total amount of pounds to be landed at the Airport
during said period by Lessee, and by each of the other
lessees having leases similar to this Lease. On oOx
before March 1, 1963, and on or before March 1 of each
succeeding year thereéfter, the Lessee shall furnish
the Lessor with an estimate of the Lessee‘'s total
amount of pounds to be landed at the Airport for the
fiscal year for which said Airport Use Charxge is being
calculated.

(3) The Airxport Use Charge shall be an
amount (computed to the nearest one-tenth (1/10) of a
cent) for each 1,000 pounds of Approved Maximum Land-
ing Weight of Lessee's aircraft used in revenue land-
ings at the Airport which is equal to the quotient
obtained by dividing the Airport Use Charge Require-~
ments for the fiscal year by the estimated number of
thousands of pounds of the aggregate Approved Maximum
Landing Weight of all aircraft operated by Lessée and
all other lessees having leases similar to this Lease
during the said fiscal year.

(4) The Airport Use Charge so determined
by the Lessor's Director in accordance with the above
shall be submitted to the Legislature for its approval
with respect to the Legislature's capital improvements
program for the Airport used in the computation of
such Airport Use Charge. Upon either approval thereof
by the Legislature by concurrent resolution, or upon
its adjournment gigg die without such approval, the
DOT4
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airport Use Charge so determined by the Lessor's
Director shall be the Airport Use Charge payable by

the Lessee for the said fiscal year.

“Article II - Inte;—Island Airport Use Charge

2.01. For any lessee engaged in Air Transportation
solely between airports within the State and notwithstanding
the provisions of Article I and Paragraph 3.0l of Article III
hereof, the Aifport Use Charge therefor shall be equal to nine
per cent (9%) of the Airport Use Charge established pursuant to
Article I hereof, but in no event shall exceed fifteen cents

($.15) per 1,000 pounds of Approved Maximum Landing Weight.

Article III - Airport Use Charge Deficiency/Excess

3.01. If in any fiscal year actual Airport Expenses
exceed actual Airport Revenues (including Airport Use Charges
paid by Lessee and all other lessees having leases similar to
this Lease) for such fiscal year, the Lessee shall pay to the
Lessor its pro rata share of such deficiency which shall be
determined by taking for such fiscal year the ratio of the
aggfegate number of pounds of Approved Maximum Landing Weight
for Révenue Landings of aircraft of Lessee at the Airport, to
the aggregate number of pounds of Approved Maximum Landing
Weight for revenue landings of aircraft at the‘Airport for all
lessees having leases similar to this Lease.

3.02. If in any fiscal year actual Airport Revenues
(including Airport Use Charges paid by Lessee and other lessees
- having leases similar to this Lease) exceed actual Airport
Expenses for such fiscal year, such excess shall be carried over
and considered an item of “Airport Revénues" within the meaning

of Paragraph 7.06 hereof for the next succeeding fiscal year.
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Article IV - Payments

4.01. Lessor shall, within fifteen (15) days follow-
ing the end of each calendar month, furnish to Lessee a state-
ment setting forth the aggregate amount of the Airport Use ‘
Charge payable by Lessee for the Revenue Landings of Lessee's
aircraft during that month, and such amount (less any applicable
credit referred to in Article V.E of this Lease) shall become
due and payable by Lessee to Lessor on the fifteenth (15) day.
of the calendar month next succeeding that month in which said
Airport Use Charge is billed to the Lessee by the Lessor..

4.02. As soon as practicable at the end of each
fiscal year but not later than September 30, Lessor shall furnish
to Lessee a statement setting forth the amount, if any, of the
Airport Use Charge deficiency payable by Lessee under Article
II1I of this Exhibit One, and such amount shall become due and
payable by Lessee to Lessor on the last day of the calendar
month next succeeding that month in which said deficiency is
'billed to the Lessee by the Lessor.

| 4.03. Any amount payable hereunder which shall not
have been paid when due shall bear interest at seven (7) per
cent per annum, which interest shall be paid by the Lessee in
addition to such amount.

4.04, The payment by Lessee of amounts billed underx
Paragraphs'4.01, 4.02, or 4.03 of this Article IV shall be
subject to an audit for a period of nine (9) months after the
end of the then current fiscal year and on the basis thereof
either party may within such period institute a claim for pay-
ment by Lessee of any deficiencies or credits to Lessee of any

overpayments disclosed by said audit, as the case may be.
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Article V - Books, Records and Accounts

5.01. Lessor shall keep and maintain such books,
records, and accounts as may be necessary Ox appropriate in
accordance with generally accepted accounting principles and
practices of the State government for the purpose of determining
all capital expenditures, expenses, and revenues properly
allocable to Lessor‘s Airport Properties for each fiscal year.
All items affecting the computation of the Airport Use Charge
or the Airport Use Charge deficiency shall be recorded by Lessor
in accordance with sound governmental accounting principles and

practices.

5.02. Within six (6) months after the end of each
fiscal year, Lessor shall deliver to Lessee an annual accountant®s
report, prepared in accordance with sound accounting principles
and practices of the State government and certified to by inde-
pendent certified public accountants of recognized standing,
which shall cover the operation of Lessor's Airport Properties
for the preceding fiscal year. The accountant’s report shall
disclose among other things, a statement of Approved Maximum
Landing Weight of all aircraft operated at the Airport by Lessee
and all other lessees having leases similar to this Lease. The
Airport Use Charge and Airport Use Charge deficiency payments by
the Lessee and all othexr lessees having leases similar to this
Lease shall also be‘disclosed separaﬁely, and in the aggregate,
together with the basis for the computation of such charges.

5.03. Lessee shall furnish to Lessor on request all
data bearing upon the determination of Airport Use Charges or
any Airport Use Charge deficiency payable hereunder. Upon
reasonable notice and during normal business hours Lessee shall
permit Lessor‘s authorized representative to examine Lessee's
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books and records with respect thereto.

follows:

Article VI - Covenants by Lessor and Lessee

6.01. Lessor covenants and agrees with Lessee as

(1) During periods in which any Bonds are
outstanding, to operate Lessor's Airport Properties
strictly in accordance with the terms and conditions,
covenants and agreements of such Bonds, and the laws
and regulations authorizing the same.

(2) To operate Lessor's Airport Properties
in a prudent and efficient manner.

(3) To operate the Airport in a manner so
as to produce from concessionaires and other tenants
revenues of a nature and amount which would be pro-
duced by a reasonably prudent operator of an airport.

(4) (a) To require all of the following
airline users of the Airport to enter into leases
similar to this Lease:

Aloha Airlines, Inc.

British Overseas Airways Corporation

Canadian Pacific Air Lines, Ltd.

Hawaiian Airlines, Inc.

Japan Air Lines

Northwest Airlines, Inc.

Pan American World Airways, Inc.

Qantas Empire Airways, Ltd.

Transports Aeriens Intercontinentaux

United Air Lines, Inc.

(b) To use its best efforts to enter
into leases similar to this Lease with all of the
following airline users (other than those named above)
as a condition to continued commercial use of the

Airport: (i) scheduled air carriers holding certifi-

cates of public convenience and necessity issued by
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the Civil Aeronautics Board; (ii) foreign air carriers

holding foreign air carrier permits issued by the said

Civil Aeronautics Board; (iii) air carriers authorized

to engage in intra-State Air Transportation by the
public Utilities Commission (or any successor thereto)
of the State; and (iv) supplemental and contract air
carriers who make continued commercial use of the
Airport.

(5) To establish and maintain a schedule of
rates and charges for Air Transportation users of the
Airport other than those listed below whereby the
airport use charge therefor shall be equal at least
to the Airport Use Charge then in effect as computed
pursuant to Article I hereof.

(a) Air Transportation userxrs of the
Airport described in Article VI, Paragraph 6.01 (4)
hereof, having leases similar to this Lease;

(b) Air Transportation users of the
Airport descrxibed in Article II hereof;

(c¢) Intra-island helicopter users;

(d) Air taxi users.

(6) To establish and maintain a schedule of
appropriate rates and charges, as determined by Lessor,
for all aircraft users of the Airport other than those
listed below:

(a) Air Transportation users (other
than intra-island helicopter and air taxi users)
described in Article VI, Paragraph 6.01 (4) hereof;

(b) Air Transportation users of the
Airport described in Article II hereof, having leases
0T4
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similar to this Lease.

6.02. Lessee covenants and agrees with Lessor that
subject to such orders, rules, and regulations as may be pro-
mulgated from time to time by the Federal government ox any
agency thereof, it will, during each fiscal year, use the Air-
port Properties in connection with its operations to and from

the State.

Article VII - Definitions

7.01. “Bonds* shall mean (1) the principal amount of
Airport Revenue Bonds issued pursuant to Joint Resolution 32,
Session Laws of Hawaii 1957, and Bond Resolutions Nos. 59-03
and 59-04, dated March 31, 1959, of the Hawaii Aeronautics
cOmmissioﬁ; (2) the principal amount of General Obligation Bonds
of the State for airport construction authorized prior to the

effective date of this agreement and identified as follows:

Series Issued Principal Amount
(a) Series B 12/ 1/50 § 300,000
(b) Series A 4/15/52 294,000
(c) Series A 9/15/53 448,150
(d) Series B 10/15/56 43,000
(e) Series A 5/15/57 664,050
(£) Series B 11/15/57 3,586,000
(g) Series A 3/15/59 313,845

(3) the principal amount of any other general obligation bonds
to the total estimated extent of $1,650,000 at the Airport for
the: (a) widening of taxiways and aprons in front of any |
terminal complex and overseas area; (b) additional taxiways in
inter-island and fixed base areas, and service roads, and (c)
permanent fire station; and (4) the principal amount of any

DOT4
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other airport revenue or general obligation bonds issued subse-

quent to the effective date of this agreement, to cover the

construction of facilities on or in connection with the Airport

provided that such construction and the amount thereof is
reasonably and necessarily required in the prudent operation of
" the Airport.

7.02. “Fiscal year" means the fiscal year of Lessor
commencing July 1 and ending June 30.

7.03. “Approved Maximum Landing Weight® of any air-
craft shall mean the maximum landing weight approved by the
Federal Aviation Agency for landing such airxcraft at the Aigport.

7.04. “Revenue Landing® shall mean any aircraft of
Lessee landing at the Airport and transporting revenue passSendgers
and/or cargo for hire, but shall not include any landing of
Lessee's aircraft after takeoff from the Airport without making
a stop at another airport because of weather, mechanical,
operational, or other emergency or precautionary reasons.

7.05. “Lessor's Airport Properties" shall mean all
of the property (real and personal) and related facilities
located in the State under the management and contxol of the
Airports Division of the Lessor from time to time. “Airport®
shall mean Honolulu International Airport.

7.06. *“"Airport Revenues" for any fiscal year for the
purpose of the computatioﬁ of the Airport Use Charge shall mean
all rents, fees, and other charges received during any fiscal
year by Lessor which, as of the date of this Lease, are being
deposited in the Airport Revenue Fund pursuant to Chapter 15-10,
Revised Laws of Hawaii 1955, plus Aviation Fuel Taxes paid by

usexrs of the Airport other than the Lessee and all other lessees

having‘leases similar to this Lease, less, however, (1) Airport

DOT4
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Use Charges or Airport Use Charge deficiencies paid by Lessee
and all other lessees having leases similar to this Lease during
such fiscal year; (2) all revenues derived from Lessor's Aviation
Properties other than at the Airport; (3) any funds paid or
paYable to the Lessor under a Net Rental Lease. "“Net Rental
Lease®” shall mean all or such portiom of the term of a lease of
any structural facility (other than the Terminal Building),
constructed or installed at the Airport at the Lessor*s initial
cost and expense, during which the total amount of rents and
other charges (excluding rental for the land upon which such
facility is placed) payable by the lessee thereunder constitute
reimbursement to the Lessor of only the costs incurred by the
Lessor in the construction or installation of such structural
facility. *“Net Rental Lease” shall not include any contract,
lease, license or other arrangement, nor the rents or revenues
derived therefrom, from concessionaires of every character and
description whatsoever, including but not limited to, banks,
‘hotels, automobilé parking, ground transportation, insurance,
restaurant, food, beverage; newsstand, and merchandise con-
cessions.

7.07. "Airport‘Expenses“ for any fiscal year shall
mean all expenses incurred by the Lessor in the administration,
operation, and maintenance of the Airport only, in accordance
with this Lease, which are properly allocable to such year,
subject to the specific requirements hereinafter set forth.

Such expenses shall include, but without limitation, the follow-
ing expenses incurred by the Lessor for and in connection with
the Airport:

(1) Direct labor and salaries, including

such fringe benefits as provisions for holiday and

DOT4
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vacation pay, workmen's compensation, pension benefits,
hospital insurance, and such other benefits as are Or
may be included therein from time to time.

(2) Services by contract.

(3) Services by independent accountants,
auditors, consultants, attorneys and engineers.

(4)’ casualty and uninsured losses.

(5) Security and emergency protection.

(6) Materials, supplies, equipment and
other expenses.

(7) Utilities.

(8) Insurance, including but without limita-
tion, public liability insurance, burglary insurance
and fidelity bonds of employees; and property damage
and fire insurance on the terminal buildings, fire
stations and the like.

(9) The Lessor's Airports Division's pxo
rata share of the general administration cost of the
Department of Transportation, including but without
limitation, automatic data ﬁrocessing expense and
other expenses in improving Lessoxrfs accounting pro-
cedures.

(10) Administrative expense of Lessor pur-
suant to provisions of Section 132-16, Revised Laws
of Hawaii 1955.

(11) Immediate write-off in lieu of depre-
ciation on depreciable assets, and amortization in
respect of engineering costs deferred now or here-
after acquired with Lessor's funds, in accordance
with State accounting practices and principles;
DOT4
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provided, however, that no more than $100,000 in any
fiscal year shall be soO treated by this practice.
(Interest and amortization charges for capital im-
provements in existence upon the effective date of
this Lease and fully paid for shall not be included
as items of Airport Expense.)

(12) Accounts receivable not collected
within sixty (60) days from due date.

(13) Service of indebtedness (other than
indebtedness incurred in connection with Net Rental
Leases) incurred in connection with Bonds, including
the payment of principal and interest and the funding
of required reserve and redemption accounts.

(14) Sums necessary to establish, replace
or replenish any other reserve funds mutually agreed
upon by Lessor and Lessee.

“Airport Expensesb shall include the sum of $570,000
each fiscal year for maintenance and operation and capital im-
provements for Airport Properties for other than the Airport.

“Airport Expenses® shall also include expenditures
for any of Lessor's Aifggrt Properties for capital improvements
as enacted by the State payable out of general fund appropri-
ation oxr out of the Lessor's special fund established pursuant
to Section 15-10, Revised Laws of Hawaii 1955, to consist of
not more than $150,000 for the fiscal year commencing July 1,
1962, and $150,000 for each fiscal year thereafter.

"Airport Expenses" shall not include any costs in-
curred by Lessor under or in connection with any Net Rental

Lease.

7.08. "Aviation Fuel Taxes" shall mean aviation fuel



taxes levied by the State on the sale to Lessee oxr the use by
Lessee of Aviation fuels, including the aviation fuel tax levied
by the State pursuant to Chapter 123, Revised Laws of Hawaii

1955, as amended.
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AIR-A
94.059

June 20, 1994
1~

Enclosed are three copies of the Lease Extension Agreement as
negotiated by your representatives and the State. Please arrange

for each copy to be executed by an authorized representative of
your company.

The State has agreed, as a good faith gesture, to treat 2~ as a
signatory airline beginning July 1, 1994, and to impose the
signatory airline rates based on the attached agreement beginning
July 1, 1994. In the event an executed copy of the attached
agreement is not received by the State by September 1, 1994, 3~
will no longer be treated as a signatory airline and will be
subject at that time to the non-signatory rates in effect.

Please return the three executed copies of the Lease Extension
Agreement to this office. We would appreciate receiving by
December 31, 1994, a certificate or resolution from the Board of
Directors or any other authoritative body which indicates that
the individual signing the agreement was an authorized
representative of 4~. A fully executed copy of the Lease
Extension Agreement will be returned to you.

The State is pleased to have concluded these negotiations and
looks forward to an extended relationship with you.

Sincerely,
Rex D. Johnson
Director of Transportation

Attachment



LEASE EXTENSION AGREEMENT

THIS LEASE EXTENSION AGREEMENT (the Extension), entered into
this day of , 1994, but effective as of July 1,
1994, by and between the DEPARTMENT OF TRANSPORTATION, STATE OF
HAWAII, hereinafter called the "LESSOR" and 1~, hereinafter
called "LESSEE".

WITNESSETH THAT:

WHEREAS, the LESSOR and LESSEE entered into that certain
indenture of lease designated as Lease No. 2~ and dated 3~, which
Lease, as amended and extended from time to time, is hereinafter
referred to as the "Airport-Airline Lease"; and

WHEREAS, the LESSOR and LESSEE wish to extend the term of
the Airport-Airline Lease and to amend certain provisions
thereof, including the rates and charges payable by LESSEE under
the Airport-Airline Lease.

NOW THEREFORE, for and in consideration of the premises and
the mutual covenants and agreements herein contained, and other
valuable consideration, LESSOR and LESSEE hereby agree as
follows:

1. The term of the Airport-Airline Lease shall be extended
through June 30, 1997.

2. Effective as of July 1, 1994, the terms and conditions
of the Airport-Airline Lease, including, but not limited to, the
calculation of the rates and charges to be paid by LESSEE, shall
be amended as set forth in Exhibit 1 attached hereto and
incorporated herein. .

3. Effective as of July 1, 1994, the billing and payment
procedures shall be as set forth in Exhibit 2 attached hereto and
incorporated herein. '

4. The rates and charges in effect as of July 1, 1994
payable under the Extension are set forth in Exhibit 3, attached
hereto and incorporated herein, subject to adjustment pursuant to
Exhibit 1 Section F(8).

5. The Extension is not to be construed as precedent for
any future rate making methodology or structure, nor is the
Extension intended to limit the rights of the LESSOR or LESSEE in
any way, including, without limitation, the rights of the LESSOR
and the LESSEE to payments and/or credits pursuant to the terms
of the Airport-Airline Lease.

6. The Extension will be automatically extended on a
quarterly basis unless either party provides sixty (60) days
written notice to the other party of termination.




7. Except as set forth herein, the terms and conditions of
the Airport-Airline Lease as heretofore amended shall remain in
full force and effect. 1In case of any conflict between the terms
and conditions of the Airport-Airline Lease and the terms of the
Extension, the terms of the Extension shall control.

8. The Extension may be executed in several counterparts,
all or any of which shall be regarded as the same instrument.

IN WITNESS WHEREOF, the parties hereto have caused the
Extension to be executed on the day and year first above written.

DEPARTMENT OF TRANSPORTATION,
STATE OF HAWAII

Director of Transportation

.

LESSEE

Title:




Exhibit 1 to the Extension

A. DEFINITIONS

1.

"pAirfield Activity Center" shall mean the airfield
areas of all airports in the Airport System, including,
but not limited to, the runways, taxiways, aprons,
aircraft parking areas, security fencing, secure
service roadways, aircraft rescue and crash fire
stations, and related areas and facilities.

"Airport" shall mean the Honolulu International
Airport.

"Airports System" shall mean the State-wide system of
airports including all airports, air navigation
facilities, and other related facilities and properties
(real, personal, or mixed), and any rights or interests
in airports, air navigation facilities, and other
related facilities and related properties, now or
hereafter belonging to or controlled by the State or
under the administration, jurisdiction, control, and
management of the State, and all equipment,
improvements, extensions, or betterment thereto
hereafter constructed or acquired.

"Airports system Costs" for any State Fiscal Year shall
mean all reasonable expenses incurred by Lessor in the
administration, operation and maintenance of the
Airports System. Airports System Costs shall include
maintenance and operating expenses (including payments
to the Office of Hawaiian Affairs, the State surcharge,
and the Department of Transportation administrative
allocation), debt service and coverage on airports
system revenue bonds, debt service on reimbursable
general obligation bonds, debt service and coverage on
any subordinate bonds including requirements under
SWAPS, letters of credit and other credit enhancing
instruments, annual requirements for purchases of
equipment and motor vehicles, and replenishment or
increase of the Airports System Major Maintenance,
Renewal and Replacement Account and the operation and
maintenance reserve account pursuant to Section

E(1) (c) .

"Airports S8ystem Revenues" for any State Fiscal Year
for the purpose of the computation of the ASSC means
all rents, fees, operating interest income, and all
other income received during such State Fiscal Year by
the Lessor from the operation of the Airports System
which are required to be deposited in the Airport



Revenue Fund pursuant to Section 261-5, Hawaii Revised
Statutes, as amended, excluding, however, (i) ASSC or
ASSC adjustments pursuant to Section F(8) during such
State Fiscal Year; (ii) grants-in-aid or similar
payments received from public agencies provided that
(a) the uses of such moneys are restricted to specified
purposes, or (b) such grants or payments constitute a
reimbursement to Lessor for expenditures or transfers
previously made from the Airport Revenue Fund; (iii)
any funds paid or payable to the Lessor under a net
rental lease; (iv) (a) interest derived from moneys
received under item (ii) and (iii) above; (b) interest
received from funds earmarked for the capital
improvement program; (c) interest received on unspent
bond moneys, and (d) interest received on funds
earmarked for transfer for purposes of debt reduction
pursuant to Section G; (v) aviation fuel taxes, and
(vi) duty free revenues pursuant to Section D(1). All
such excluded funds will be applied for any lawful
Airports System purposes. Revenues received from
passenger facility charges, if and when assessed, will
not be included in the calculation of ASSCs, but will
remain in the Airport Revenue Fund and used for the
capital improvement program or to redeem outstanding
airport revenue bonds.

"ASSC" shall mean the Airports System Support Charge
imposed by the Lessor per one thousand (1,000) pounds
of Approved Maximum Landed Weight to recover residual
costs of the Airports System.

"Approved Maximum Landed Weight" shall mean the maximum
weight in thousand-pound units at which each aircraft
operated by a Signatory Airline is authorized by the
Federal Aviation Administration for landing as recited
in the flight manual governing that aircraft. If an
aircraft is registered in a foreign country and has not
been certified by the Federal Aviation Administration
the approved maximum landed weight shall be the maximum
landed weight authorized by the foreign country.

"Deplaning International Passenger" shall mean any
passenger, excluding any member of a flight crew, who
deplaned from an international flight and used the
international arrivals area of the Airport.

"Landing" shall mean any landing at any airport in the
Airports System with revenue passengers and/or cargo
for hire, but shall not include landings resulting from
weather, mechanical, operations, emergency or
precautionary conditions.
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"Revenue Passenger Landing"” shall mean any Landing at
any airport in the Airports System with revenue
passengers, but shall not include Landings resulting
from weather, mechanical, operations, emergency or
precautionary conditions.

"gignatory Airlines" shall mean Lessee or any airline
engaged in the transportation of persons, property,
cargo, and/or mail by air, at, to and/or from or
through the Airports System having a lease

substantially similar to the Airport-Airline Lease and
the Extension.

"Total Landed Weight" shall mean, for any State Fiscal
Year, the sum of the following weights, expressed in
one thousand (1,000) pound units:

(a) The sum obtained by adding the Approved
Maximum Landed Weight for each aircraft for each
overseas Landing at an airport in the Airports
System; and

(b) That percentage, pursuant to Section F(5) of
the sum obtained by adding the Approved Maximum
Landed Weight for each aircraft for each
interisland Landing such aircraft makes at an
airport in the Airports System.

THE CAPITAT, TMPROVEMENT PROGRAM

The project elements and estimated cost of the agreed
upon capital improvement program for State Fiscal Years
1995 through 1997 is set forth in Attachment A.

The Lessor does not forecast any additions to the State
Fiscal Year 1995 through 1997 capital improvement
program during the term of the Extension. Should the
Lessor need to expend any funds for construction during
the Extension on any additional capital improvement not
listed in Attachment A, or if the project budget for
any capital improvement listed on Attachment A
increases by more than ten percent (10%) prior to the
award of a construction contract, such capital
improvement (Additional Capital Improvement) funding
will be subject to the Signatory Airline review process
pursuant to Section B(5) below.

If, after a contract for construction has been executed
for any capital improvement listed in Attachment A, the
Lessor, as part of its ongoing project management
reporting process, forecasts expenditures necessary to



complete any such capital project in excess of 110% of
the amount shown on Attachment A, the Lessor will:

a. Notify the Signatory Airlines within thirty (30)
days of such determination;

b. Use its best efforts to mitigate such overruns
including design modifications and/or project
scope reductions; and

c. If necessary, reallocate the estimated costs shown
on Attachment A (including contingency, planning,
and design allowance) such that the overall
estimated cost of $316.1 million for the State
Fiscal Year 1995-1997 capital improvement program
is not exceeded.

If the Lessor forecasts that the estimated cost of

$316.1 million will be insufficient to complete the

projects shown in Attachment A, the Lessor will
eliminate projects not yet under contract for
construction from Attachment A, as necessary, to
maintain the total estimated cost of $316.1 million.

Such eliminated projects may be treated as Additional

Capital Improvements subject to the review process

pursuant to Section B(S).

The estimated expenditures for the capital improvement
program set forth in Attachment A -- measured in terms
of total amount expended for design, construction, and
program management contracts, but excluding financing

costs =-- is approximately $316.1 million.

The Lessor shall provide quarterly reports to the
Signatory Airlines regarding the status of design and
construction, the schedule and the actual or estimated
cost for the capital improvement program. At the
request of the Signatory Airlines, the Lessor will meet
with the Signatory Airlines to discuss any element of
the capital improvement program.

The Lessor shall institute the following process for
Signatory Airline review of Additional Capital
Improvements.

a. If the Lessor decides to undertake an Additional

+ Capital Improvement (excluding all expenditures
either from the Major Maintenance, Renewal and
Replacement Account or for equipment and motor
vehicles), the capital and/or operations and
maintenance costs of which are to be funded by the
inclusion of the purchase price, the construction
cost, coverage on bonds, lease payments, or

-4 -




operations and maintenance expenses in the rents
or fees of the Signatory Airlines during any
subsequent State Fiscal Year or Years during the
term of the Extension, the Lessor shall submit a
report containing such Additional Capital
Improvement(s) to each of the Signatory Airlines.
A report may be submitted by the Lessor at least
ninety (90) days before the expiration of the
then-current State Fiscal Year, but not more than
quarterly, and shall include the following:

(1) A description of the Additional Capital
Improvement together with cost estimates and
any available preliminary drawings.

(2) A statement of the need for the Additional
Capital Improvement.

(3) An estimate of the operation and maintenance
expenses associated with the completed
Additional Capital Improvement.

(4) The allocation of the cost thereof to the
Airfield Activity Center.

(5) The Lessor’s financing plan for the
Additional Capital Improvement.

Within a reasonable time, but no sooner than
thirty (30) days and no later than sixty (60) days
after distribution of a report, the Signatory
Airlines shall meet with the Lessor to discuss any
Additional Capital Improvement and its financing
plan. The Lessor will provide the Signatory
Airlines reasonable notice of the date, time, and
place of the meeting. The Additional Capital
Improvement and its financing plan shall be deemed
accepted unless within sixty (60) days after
distribution of the report, concurrence is
specifically withheld in writing by at least fifty
percent (50%) of the Signatory Airlines
representing at least fifty percent (50%) of the
total landing fees and ASSCs actually paid in the
previous State Fiscal Year.

If the Additional Capital Improvement is not
accepted within sixty (60) days after distribution
of a report, the Lessor shall have the option to
convene a second meeting of the Signatory Airlines
within one hundred and twenty (120) days after
distribution of a report. At the second meeting,
the Lessor shall respond to questions raised
during the first meeting and shall ask for

-5 =



reconsideration of the Additional Capital
Improvement and its financing plan. Upon
reconsideration, the Additional Capital
Improvement shall be deemed accepted unless within
thirty (30) days after such meeting, concurrence
is specifically withheld in writing by at least
fifty percent (50%) of the Signatory Airlines
representing at least fifty per cent (50%) of the
total landing fees and ASSCs actually paid in the
previous State Fiscal Year. Any Additional
Capital Improvement and related financing plan not
accepted by the Signatory Airlines under this
Section B(5) shall be deferred until the State
Fiscal Year following the State Fiscal Year for
which the Additional Capital Improvement was
proposed, and thereafter shall require no further
review by the Signatory Airlines.

Even if concurrence is withheld on any Additional
Capital Improvement, the Lessor may include the
cost of such Additional Capital Improvement in the
succeeding State Fiscal Year calculation for the
landing fees and ASSC of the Signatory Airlines,
if the Lessor determines that such Additional
Capital Improvement is necessary or prudent to:
(1) Ensure compliance with a rule, regulation, or
order of any federal, State, or other
governmental agency (excluding Lessor) that
has jurisdiction over the operation of the
Airports Systenmn.

(2) Permit the continued operation and
maintenance of the Airports System.

(3) satisfy judgments against Lessor in its
capacity as an airport sponsor rendered by a
court of competent jurisdiction.

(4) Repair casualty damage to Airports System
property or facilities. Upon making any such
determination, Lessor shall notify the
Signatory Airlines in writing.

The capital improvement program, including
contingencies and planning and design allowances,
set forth in Attachment A, is exempt from the
review procedures pursuant to .this Section B(5),
subject to the requirements of Section B(2).
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C. FINANCING THE CAPITAL IMPROVEMENT PROGRAM
1. Sources of Funding - Capital Improvement Program.

The Lessor expects to finance the capital improvement
program set forth in Attachment A from the following
sources:

a. Airports System funds existing as of the
commencement of the term of the Extension;

b. Cash flow generated from Airports System financial
operations during the term of the Extension;

c. Grants-in-aid under the FAA’s Airports Improvement
Program (AIP) or any successor airport grant
program. The Lessor will use its best efforts to
obtain the maximum amount of discretionary AIP
grants-in-aid and any other grants which may be
available for the capital improvement program;

d. Investment income on availablé capital funds.
2. Airports System Revenue Bonds

a. The Lessor does not intend to issue any additional
general purpose Airports System revenue bonds
during the term of the Extension other than
refunding bonds (if appropriate).

b. In the event the Lessor issues any additional
general purpose Airports System revenue bonds, the
Lessor will notify the Signatory Airlines in
advance of the schedule of such issuance and
provide information regarding the issuance to the
Signatory Airlines, including but not limited to a
preliminary official statement.

D. DUTY FREE REVENUES

Each State Fiscal Year, duty free revenues shall be applied

as follows:

1. For the term of the Extension, duty free revenues
actually received by the Lessor in a State Fiscal Year
in excess of $100 million shall be applied to fund the
capital improvement program.

2. For the term of the Extension, duty free revenues
actually received by the Lessor in a State Fiscal Year
up to $100 million shall be applied to reduce the ASSC.



In the event that duty free revenues in any State
Fiscal Year during the term of the Extension are
payable but not received due to the failure by the
concessionaire to make such payment, including duty
free revenues payable during the term of the Extension
and received after the termination of the Extension,
such duty free revenues shall be applied in any State
Fiscal Year when actually received for the purposes and
in the amounts provided in Section D(1) and D(2) as a
credit towards the ASSC or other rates and charges if
the ASSC is no longer in effect, payable by those
signatory airlines who are signatory airlines at the
time of receipt of such deferred duty free revenue.
Lessor will take no action to defer any receipts due in
any State Fiscal Year under the terms of the duty free
contract for the purpose of decreasing Airports System
Revenue for such State Fiscal Year. In the event that
Lessor, in its sole discretion, determines that it is
in the best interest of Lessor and Lessee to defer any
receipts due in any State Fiscal Year under the terms
of the duty free contract, Lessor will consult with the
Signatory Airlines regarding such deferral. This
Section D(3) shall survive the termination of the
Extension.

E. APPLICATION OF EXISTING CASH BALANCES

1.

Reserves

As of July 1, 1994, and at the beginning of each State
Fiscal Year thereafter, the Lessor will reserve a
sufficient amount of Airports System cash and
investments (on hand as of the immediately preceding
June 30) to provide for the following obligations:

a. Operating fund encumbrances as of June 30;
b. Capital improvement program commitments;

c. The first three months of the budgeted operating
expenses for the current State Fiscal Year;

d. The first three months, or for any such period as
required by State law, of the budgeted debt
service on all outstanding bonds for the current
State Fiscal Year, and

e. Major Maintenance, Renewal, and Replacement
Account of $15 million.




F.

1.

2.

RATES AND CHARGES

Terminal Rents - Exclusive Use Premises. The terminal
rental rates per square foot per year for exclusive use
premises (ticket counters, offices, baggage make-up .
areas, operations space, VIP lounges,etc.) will be

fixed for the term of the Extension as set forth in

Exhibit 3. The air conditioning charge will not be

fixed for the term of the Extension and may be revised

using a cost recovery calculation by the Director from

time to time. .

Joint Use Premises Charges. The joint use premises
charge shall be determined based on the terminal rental
rates set forth in Exhibit 3, and recovered based on
Revenue Passenger Landings as follows:

(a) The joint use premises charge for the overseas
terminal at the Airport shall apply to holdroonm,
baggage claim, baggage tug drive, and joint use
baggage makeup areas and shall be calculated as
the quotient derived by dividing the product
obtained by multiplying the applicable terminal
rental rate for each type of joint use area in the
overseas terminal and the total number of square
feet of respective joint use area in the overseas
terminal by the estimated Revenue Passenger
Landings applicable to the overseas terminal.

(b) The joint use premises charge for the interisland
terminal at the Airport shall apply to holdroom,
baggage claim, baggage tug drive, and joint use
baggage makeup areas and shall be calculated as
the quotient derived by dividing the product
obtained by multiplying the applicable terminal
rental rate for each type of joint use area in the
interisland terminal and the total number of
square feet of respective joint use area in the
interisland terminal by the estimated Revenue
Passenger Landings applicable to the interisland
terminal.

(c) Beginning in State Fiscal Year 1997, a joint use
premises charge shall also apply to the baggage
claim, baggage tug drive, and joint use baggage
makeup areas at Kahului Airport, Keahole-Kona
International Airport, Lihue Airport, and Hilo
Airport, and shall be calculated as the quotient
(rounded to the nearest cent) derived by dividing
the product obtained by multiplying the applicable
terminal rental rates for each type of joint use
area in the airports listed in this paragraph and
the total number of square feet of respective
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3.

joint use area in such airports by the estimated
Revenue Passenger Landings applicable to such
airports. Although not covered by the terms of
the Extension, it is the Lessor’s intent to apply
a joint use premises charge to all joint use
premises at all the Neighbor Island airports in
State Fiscal Year 1998.

Landing Fees. The landing fee rate shall be calculated
for all of the airports in the Airports System to
recover the percentage of Airports System Costs (as
defined in Section A(4) above) allocable to the
Airfield Activity Centers of the Airports System and
shall be calculated as the quotient derived by dividing
the total of such allocated costs by the Total Landed
Weight. Lessee making an overseas Landing at an
airport in the Airports System shall pay one hundred
percent (100%) of the landing fee rate per thousand
(1,000) pound unit of Approved Maximum Landed Weight.
Lessee making an interisland Landing at an airport in
the Airports System shall pay thirty two percent (32%)
in State Fiscal Year 1995, thirty four percent (34%) in
State Fiscal Year 1996, and thirty six (36%) percent in
State Fiscal Year 1997, of the landing fee rate per
thousand (1,000) pound unit of Approved Maximum Landed
Weight. The percentages of total Airports System Costs
for each airport to be allocated to the Airfield
Activity Center are set forth in Attachment B.

Airports System Support Charges. The ASSC shall be
calculated to recover all the remaining residual
Airports System Costs (as defined in Section A(4)
above) in excess of Airports System Revenue (as defined
in Section A(5) above), after allowing credit for the
debt reduction program set forth in Section G, and
shall be calculated as the quotient derived by dividing
such residual costs by Total Landed Weight. Lessee
making an overseas Landing at an airport in the
Airports System shall pay one hundred percent (100%) of
the ASSC per thousand (1,000) pound unit of Approved
Maximum Landed Weight. Lessee making an interisland
Landing at an airport in the Airports System shall pay
thirty two percent (32%) in State Fiscal Year 1995,
thirty four percent (34%) in State Fiscal Year 1996,
and thirty six (36%) percent in State Fiscal Year 1997,
of the ASSC per thousand (1,000) pound unit of Approved
Maximum Landed Weight.
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Interisland Rates. Landing fee rate and ASSC to be
charged to all Signatory Airlines for interisland
flights shall be determined as a percentage of the
landing fee rate and ASSC, as follows:

FY 1995 32%
FY 1996 34%
FY 1997 36%

International Arrivals Building Charge. International
arrivals building charge (IAB Charge) shall be
calculated as the product obtained by multiplying the
applicable terminal rental rate for the international
arrivals area of the Airport by the total number of
applicable square feet of usable space in that area
divided by the number of Deplaning International
Passengers.

Aviation Fuel Tax Credit. Upon submission by Lessee of
a claim in writing within six (6) months after the date
of payment of any aviation fuel taxes, there shall be
credited against the amount of landing fees owed
pursuant to Section F(3) by Lessee for a particular
month, the amount of aviation fuel taxes collected from
Lessee during the same month; provided that, if
aviation fuel is purchased by Lessee from a retail
dealer there shall be credited against amounts of
landing fees owed pursuant to Section F(3) by Lessee
for a particular month an amount equal to the number of
gallons purchased from the retail dealer times the
applicable aviation fuel tax per gallon as prescribed
in Chapter 243, Hawaii Revised Statutes.

Review and Adjustment. Review and adjustments to the
rates and charges set forth in this Section F,
excluding terminal rental rates set forth in Exhibit 3,
may occur at any time as the Lessor may reasonably
determine in light of either actual past experience or
forecast events which would have an effect on the
adequacy of the then established rates and charges.
The Lessor shall prepare a final year-end
reconciliation, in accordance with generally accepted
accounting principles, for each State Fiscal Year
covering the operation of the Airports System. Such
reconciliation shall contain a calculation based on
actual data, in accordance with the provisions
contained herein, the rates and charges described in
this Section F (collectively, Rates and Charges)
chargeable to each Signatory Airline for the preceding
State Fiscal Year. If Rates and Charges actually paid
by Signatory Airlines were greater than the amounts
chargeable to Signatory Airlines, the Signatory
Airlines shall receive credits in the amounts of such
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G.

overpayment against the current State Fiscal Year’s
total ASSC requirement. If Rates and Charges paid by
Lessee were less than the amounts chargeable to Lessee,
the Lessee shall pay to the Lessor the amount of any
such deficiency along with its next payment of landing
fees and ASSC. The provisions of this Section F(8)
shall survive the termination of the Extension. 1In the
event a credit is due to Signatory .Airlines after the
termination of the Extension and the ASSC is no longer
in effect, such credits shall be applied to other rates
and charges payable by the Signatory Airlines.

9. The rates set forth in Section F(3) and F(4) supersede
and replace in their entirety the Airport Use Charge
payable under the Airport-Airline Lease.

10. In the event that amounts payable by Lessee under the
Airport-Airline Lease and the Extension are not
received by the Lessor within sixty (60) days after the
date of any invoice, the Lessor may determine that the
Lessee is in default of the Airport-Airline Lease and
the Extension and, if such default is not cured within
30 days after Lessee’s receipt of written notice of
default from Lessor, may exercise its rights under the
Airport-Airline Lease.

DEBT REDUCTION PROGRAM

The Lessor will apply available monies to the reduction of
debt service in the amount of $34.0 million in State Fiscal
Year 1995, $27.0 million in State Fiscal Year 1996, and
$21.0 million in State Fiscal Year 1997.

The effect of the application of such monies will be to
reduce the debt service requirement and the corresponding
coverage in calculating the Revenues as defined in and
required under the Certificate of the Director providing for
the issuance of State of Hawaii Airports System revenue
bonds dated as of May 1, 1969.

T MEETINGS

The Lessor will conduct at least four (4) quarterly meetings
each State Fiscal Year with the Signatory Airlines. The
schedule and presentation format for the actual and forecast
financial results for the Airports System and review of the
capital improvement program will be established by mutual
agreement between the Airports System administrator and the
chairman of the Airlines Committee of Hawaii.

(Y




REPORTING REQUIREMENTS

Lessee shall submit an airline activity report monthly to
the Lessor stating the following aviation activity
statistics for each airport in the Airports System within
fifteen (15) days following the end of each month in which
the aviation activity occurs:
1. Number of Landings;

2. Number of Revenue Passenger Landings;
3. Number of cargo Landings;

4, Approved Maximum Landed Weight of the aircraft involved
in each Landing;

5. Enplaned and deplaned domestic passengers;

6. Enplaned and Deplaned International Passengers;

7. Any other information necessary for the calculation of
Rates and Charges; and

8. All other reasonable information requested by the
director.

In the event Lessee does not submit such activity report as
required in this Section, Lessor may estimate Lessee’s
activities for the purposes anticipated by the Extension.

FINANCIAL PROJECTION

A summary of projected financial results for the Airports
System based on the terms of the Extension is set forth in
Attachment C. :

The Lessor and the Lessee agree that the total airline
requirement for each State Fiscal Year are forecast to be as
shown on Attachment C. It is the Lessor’s intent that these
total airline requirements will not be exceeded without
prior consultation with the Signatory Airlines pursuant to
Section H herein. 1In the event that the airline requirement
in any State Fiscal Year is forecast to be materially
different from the levels shown on Attachment C, the Lessor
will review both current and proposed capital budgets and
operating and maintenance expense budgets with the Signatory
Airlines to determine what steps might be taken to reduce
the airline requirement for any given State Fiscal Year to
the levels shown on Attachment C. Such steps specifically
exclude any additional contributions by the Lessor pursuant
to Section G herein. .
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While the Lessor believes the assumptions utilized in the
preparation of Attachment C are reasonable, it cannot and
does not represent that all assumptions will materialize.
In the event any of the assumptions utilized in preparing
Attachment C should be different than those reflected in
Attachment C, the amount of the airline requirement will
vary from that reflected. Any such difference will affect
that portion of the amount of the airline requirement to be
derived from the residual segment of rates and charges (the
ASSC). For example, a decrease in operating expense or an
increase in concession fees, duty free revenue, or operating
interest income will have the effect of decreasing the
airline requirement. Correspondingly, an increase in
operating costs or a decrease in concession fees, duty free
revenue, or operating interest income will have the effect
of increasing the airline requirement.

Neighbor Island Lease Extensions.

Lessor and all Signatory Airlines with leases for space at
neighbor island airports shall execute necessary documents
to extend such leases through State Fiscal Year 1997 on the
same terms and conditions as are currently in effect,
including exclusive use rental rates, except that beginning
in State Fiscal Year 1997, a joint use premises charge shall
apply, pursuant to Section F(2) (c).

-14_



hibi .

The Capital Improvement Program
State Fiscal Year 1995 - 1997

Aj Proj ; Pro; it
STWD VARIOQOUS ONGOING PROJECTS AS OF 6/30/94
KEAHOLE AH2043-12 ROAD N, NORTH UTILITIES
LIHUE AK1041-14 IMPROV AIRPORT SIGNS
LIHUE AK1047-11 NEW ARFF
STWD AS1031-13 AIRFIELD SIGNS ITO, MKK, LNY
UPOLU AH4021-12 REHAB AIRFIELD LITE CABLES
KAHULUI AM1055-02 RELOCATION OF VORTAC
HIA A01095-16/20 SECURITY SYSTEM PH III/IIB
BARPT AQS5011-01 BARPT MP AND NOISE STUDY
STWD AS1011-09 SASP UPDATE
HIA AS1031-12 INSTALL T/W AND R/W SIGNS PH II
STWD AS1080-10 ARCH BARRIER REMOVAL
HIA A01037-25 IAB MODIFICATIONS
HIA AOl1182-XX RW 8L IMPROVEMENTS
KAHULUI AM1022-11 STRENGTHENING R/W 2 - 20 & T/W
KAHULUI AM1022-12 EXTENSION TO R/W 2 - 20
KEAHOLE AH2042-23/24 TERMINAL IMPROV PH I & II
LIHUE AK1046-22 APRON & T-HANGAR
HIA AQ1123-19 MAKAI PIER PH II
HIA 201123-20 IIT TENANT IMPROV
HIA AS1040-20 LOADING BRIDGES (IIT)

"HIA AQ1033-17 UFAS

HIA A01098-11 EMERGENCY POWER SYS

HIA AC1098-~16 ELECT DISTR SYS PH IV

HIA A01096-12 FIRE ALARM PH II

HIA AQ1093~13 ENERGY MONITORING CONT SYS IIT
HIA A01141-03 NON-POTABLE WATER II

HIA A01091-12 TELECOMMUNICATION SYS II

HIA AO1144-13 IMPROVEMENTS TO ARFF STATION 2
KAHULUI  AM1033-15 ARFF TRAINING FAC

KAHULUI AM1045-15 FUEL STORAGE SITE DEV

KAHULUI  AM1033-12 EAST RAMP SEWER SYS

HIA AQ01097-14 FIDS PH III

HIA 201039-XX ITB SITE PREP - VEH PARKING
HIA A01095-19 SECURITY SYS VIDEO MONITORS
HIA AOXXXX-XX INTERIM INTRA TERMINAL TRANSP

CONTINGENCY, PLANNING/DESIGN ALLOW
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Attac] Exbibif 1 of the Exi .

Operation and Maintenance Expenses
Allocation Percentages to the
Airports System Airfield Activity Centers

Allocation
Airport percentage
Honolulu International Airport 17.5%
Kahului Airport 35.0%
Keahole-Kona International Airport 45.0%
Lihue Airport. 35.0%
Hilo International Airport 32.0%
Other Airports 25.0%
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Attaci : hibi .

Summary of Projected Financial Results
State Fiscal Year 1995 - 1997

(in thousands)

Airports System Requirement
Operating expenses
Bond Debt Service and Coverage
General obligation bonds
Airports System Revenue Bonds
Less: Effect of debt reduction program
Coverage requirement
Zquipment and motor vehicle purchases
Major Maintenance, Renewal and
Replacement Account
OHA payment
Total requirement

Credits
Other operating revenue
Airline Terminal Rentals
Landing Fee revenue - signatory
Landing Fee revenue - nonsignatory
International Arrivals Building charges
Interest income - operating funds
Duty free revenue credit '
Total credits

ASSC requirement

Total Airline Requirement

- 17 -

1995
$136,572

3,423
128,916

(34,000)
33,221
2,500

4,000
8,175
$282,806

$72,513
31,448
49,680
840
8,821
11,607

100,000 -

$274,909

$7,897

$98,686

1996
$145, 365

3,294
128,823

(27,000)

35,638
2,625

4,200
£.310
$301,255

$77,478
31,448
50,242
840
8,821
11,734
100,116
$280,679

$20,576

$111,926

1997
$152,935

609
128,732
(21,000)
37,706
2,756

4,410

8,699
$314,848

$82,730
32,433
51,803
840
8,821
11,843
29,188
$287,659

$27,189

$121,086



A.

B.

Exhibit 2 to the Extension
Billing and Collection Procedures

Terminal Rentals. Terminal rentals will be self-invoiced by

Lessee in advance. Payment is due the 15th of the month
contemporaneously with activity based payments.

Landing Fees, Joint Use Premises Charges, IAB Charges, and
ASSC. Landing fees, joint use premises charges, IAB
charges, and ASSC will be paid contemporaneously with

airline activity reports required pursuant to Exhibit 1
Section I.

- 18 -



Exhibit 3 he E .

Airports System Signatory Airline Rates and Charges
Established by the Extension (*)
Effective July 1, 1994

Landing Fee Rate
(per thousand pound unit of landed weight)
Overseas carriers $2.589
Interisland carriers $0.829

International Arrivals Building Charge
(per deplaning int'l passenger) X $2.909

Joint Use Premises Charges
{per revenue passenger landing)
Honolulu Overseas Terminal $397.690
Honolulu Interisland Terminal $60.326

Airports System Support Charge Rate
(per thousand pound unit of landed weight)
Qverseas carriers $0.412
Interisland carriers $0.132

* - Excludes charges not covered by the Extension but included
in the Airport-Airline Lease (e.g. ground rents and air
conditioning charges)
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Exhibit 3 ; : )
Airports System Signatory Airline Rates and Charges

Established by the Extension (*)
Effective July 1, 1994

Rental of Passenger Terminal Building

Honolulu International Airport

inal. Admini . . Departure
L 1di | Interisland Terminal Building 310

Rate per sg ft

Type of space Rer _annum
- Office (finished) $40.00
Office (loft) 32.00
Ticket counter (finished) 60.00
VIP lounge (finished) 50.00
VIP lounge (loft) 40.00
Service counter-lost & found office (finished) 40.00
Service counter-lost & found office (loft) 32.00
Holding rooms - joint-use (finished) 50.00
Concessionaire - sales (loft) 100.00
Concessionaire - restaurant (loft) 100.00
Concessionaire - service (loft) _ 35.00
Concessionaire storage (loft) . 12.00
Portions of terminal floor 32.00
Baggage make-up and breakdown N 10.00
Baggage claim - joint-use (finished) 50.00
Baggage storage cage (finished) 20.00
Remnant storage 5.00
Passenger check-in (finished) 60.00
Ramp office (finished) 40.00
Ramp office (loft) 32.00
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Exhibit 3 ] .

Airports System Signatory Airline Rates and Charges

Established by the Extension (*)

Effective July 1, 1994

Di { Head Exi .

Iype of space

Curbside check-in (finished)

Counter check-in (finished)

3aggage make-up and breakdown

Service counter-lost & found office (finished)
Service counter-lost & found office (loft)

island Terminal Building 314

Type of space

Office - ground floor (finished)
Office - second floor (finished)
Ticket counter (finished)

Holding room (finished)
Concessionaire - sales (loft)
Concessionaire - restaurant (loft)
Terminal floor space

Baggage make-up and breakdown
Baggage claim (finished)

VIP lounge (finished)

. sland Terminal Building 304

Iype of space

Office - ground floor (finished)
Office - second floor (finished)
Ticket counter (finished)
Holding room (finished)

- 21 -

Rate per sqgq ft
Rer_annum

$60.00
60.00
10.00
40.00
32.00

Rate per sq ft
REr annum

$32.00
28.80
48.00
40.00
80.00
80.00
25.60
8.00
40.00
40.00

Rate per sq ft
per annum

$36.00
32.40
54.00
45.00



Exhibit 3 ; .

Airports System Signatory Airline Rates and Charges
Established by the Extension (*)
Effective July 1, 1994

Concessionaire - sales (loft)

Concessionaire - restaurant (loft)

Terminal floor space

Baggage make-up and breakdown
Baggage claim (finished)

VIP lounge (finished)

Ramp Area

Type of space

Covered equipment parking
Open equipment parking

bile Parki stall
Preferred - paved

Covered

Uncovered - paved
Uncovered - unpaved

Kahului Airport

\nal Buildi

Type of space

Office ground floor (finished)
Office - ground floor (loft)
Office - second floor (finished)
Office - second floor (loft)
Holding room (finished)

Ticket counter (finished)
Passenger check-in (finished)

-22 -

90.00
90.00
28.80

9.00
45.00
45.00

Rate per sqg ft per annum
Paved = Unpaved

$7.38 $6.68
5.71 5.01

Monthly rate/stal

$100.00
100.00
65.00
40.00

Rate per sq ft
per sonum

$27.00
22.00
24.00
19.00
24.00
30.00
30.00



Exhibif 3 ; _

Airports System Signatory Airline Rates and Charges

Established by the Extension (*)
Effective July 1, 1994

Ground transportation booth (finished)
Taxi dispatcher space

Concessionaire

Concessionaire - restaurant

Baggage make-up and breakdown

Baggage claim (finished) »
Baggage storage - lost & found offlce
State's racks

Ramp office (finished)

Ramp office (loft)

Concessionaire storage (loft)

Terminal floor space

VIP lounge (finished)

VIP lounge (loft)

Concessionaire - service

Ramp equipment storage (finished)
Ramp equipment storage (loft)
Belt/cart corridor

30.00
30.00
24.00
24.00
9.00
9.00
15.00
19.00
15.00
7.50
9.00
30.00
24.00
19.00
24.00
9.00
6.00
4.80

Air Taxi 14
Rate per sqg ft
Iype of space per annum
Office (finished) $24.00
Ticket counter (finished) 24.00
Baggage make-up and breakdown 9.00
Ramp Area
Rate per sqg ft per annum
Type of space Paved = Unpaved
Covered equipment parking $3.60 $3.00
Open equipment parking 2.15 1.80

- 23 -
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Exhibit 3 he Ext .

Airports System Signatory Airline Rates and Charges

Established by the Extension (*)
Effective July 1, 1994

A bile Parki Stall
Covered

Uncovered

Hilo International Airport

inal Buildi

Type of space

Office

Office - ground floor (loft)
Office - second floor (finished)
Office - second floor (loft)

Passenger check-in (finished)
Ticket counter (finished)
Holding room (finished)

Ground transportation booth (finished)

Concessionaire - sales (loft)

Concessionaire - restaurant (loft)

Terminal floor space

Baggage make-up and breakdown
Baggage claim (finished)

Ramp office

Group tour baggage area
Baggage storage cage

VIP lounge (finished)

VIP lounge (loft)

Storage - second floor

Remnant storage - ground flecor

- 2 -

ground floor (finished)

$75.00
70.00

Rate per sq ft
REX annum

$16.20
11.20
15.00
10.00
24.00
24.00
16.20
24.00
25.80
25.80
25.80
6.00
6.00
10.20
6.00
10.20
16.20
11.20
15.00
6.00



Exhibit 3 he Exi .

Airports System Signatory Airline Rates and Charges
Established by the Extension (*)
Effective July 1, 1994

Air Taxi Buildi

Type of space
Office (finished)
Ticket counter (finished)

Baggage claim
Baggage make-up and breakdown

Ramp Area
Type of space

Covered equipment parking
Open equipment parking

Covered
Uncovered

Keahole-Kona International Airport

a1 Buildi

Type of space

Office - ground floor (finished)

Office - ground floor (loft)
Passenger check-in (finished)
Holding room (finished)
Ticket counter (finished)

Ground transportation booth (finished)
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Rate per sq ft
Rer annum

$12.00
16.20
6.00
6.00

Rate per sq ft per annum

Paved Unpaved

$3.60 $3.00

2.00 1.80
Monthly rate/stal

$75.00

70.00

Rate per sq ft
Rper annum

$27.00
22.00
24.00
15.00
30.00
30.00



Exhibit 3 ; .

Airports System Signatory Airline Rates and Charges

Established by the Extension (*)
Effective July 1, 1994

- 26 -

Gate house 21.00
Concessionaire - sales (finished) 30.00
Concessionaire - restaurant (finished) 30.00
Baggage make-up and breakdown 9.60
Baggage claim 9.60
Concessionaire storage 9.60
Conveyor tunnel 6.00
Group tour baggage 6.00
Terminal floor space 30.00
VIP lounge (finished) 30.00
VIP lounge (loft) 25.00
Greeter service counter 24.00
Baggage lost & found office 24.00
Air Taxi Buildi
Rate per sqg ft
Type ‘of space Rer annum
Office (finished) $24.00
‘Ticket counter (finished) 27.00
Ramp Area
Rate per sq ft per annum
Type of space Paved Unpaved
Covered equipment parking $3.60 $3.00
Open equipment parking 2.15 1.80
bile Parki 1]
Monthly rate/stal
Covered $75.00
Uncovered 70.00




Exhibit 3 i he E :
Airports System Signatory Airline Rates and Charges

Established by the Extension (*)
Effective July 1, 1994

Lihue Airport

I . ] E .]lo‘

Rate per sq ft

Type of space per annum
Qffice - ground floor (finished) $18.90
Qffice - ground floor (loft) 13.90
Office -~ second floor (finished) 16.80
Office - second floor (loft) 11.80
Ticket counter (finished) 25.20
Passenger check-in (finished) 25.20
Ground transportation booth (finished) 18.90
Holding room (finished) 16.80
Concessionaire - sales (loft) 25.20
Concessionaire - restaurant (loft) 18.90
Terminal floor space 25.20
Baggage make-up and breakdown ' 6.30
Baggage claim 6.30
Group tour baggage 6.30
Concessionaire storage 6.30
Ramp office 14.70
VIP lounge (finished) 16.80
VIP lounge (loft) . 11.80
Service counter 18.90
Baggage storage cage ' 6.30
Baggage  lost & found office 16.80

. i Buildi

Rate per sq ft

Type of space per_annum
Office (finished) $10.50
Ticket counter (finished) 16.80

- 27 -




Exhibit 3 ; :

Airports System Signatory Airline Rates and Charges
Established by the Extension (*)
Effective July 1, 1994

Ramp Area
Type of space

Covered equipment parking
Open equipment parking

bile Parki 1]

Covered
Uncovered

Kapalua-West Maui Airport

inal Buildi

Type of space

Office - ground floor (finished)
Office - second floor (finished)
Office - second floor {(loft)
Ticket counter

Holdroom

Terminal floor space

Baggage make-up and breakdown
Baggage claim

Concession (restaurant)
Concession (sales)

Storage

Ramp office

- 28 -

Rate per sq ft per annum
Paved Unpaved

$2.88 $2.16

1.80 1.68
Monthly rate/stal

$75.00

70.00

Rate per sq ft
per annum

$30.00
24.00
18.00
30.00
24.00
30.00
9.00
9.00
24.00
24.00
24.00
18.00




Exhibit 3 to the Ext .

Airports System Signatory Airline Rates and Charges
Established by the Extension (*)

Effective July 1,

Ramp Area
Type of space

Covered equipment parking
Open equipment parking

Lanai Airport

rerminal Building 302

Type of space

Office - ground floor (finished)
Office - ground floor (loft)
Ticket counter

Holdroom

Terminal floor space

Baggage make-up and breakdown
Baggage claim

Concession (loft)

" Concession (finished)

Storage

inal Buildi 301

Type of space

Office - ground floor (finished)
Ticket counter

Baggage make-up and breakdown
Baggage claim

Concession (loft)

- 29 -

1994

Rate per sq ft per annum
Paved  Unpaved

$3.00 $2.00
1.65 1.50

Rate per sq ft
Rer _annum

$7.80
10.80
10.80
10.80
10.80
3.60
7.20
7.80
10.80
7.80

Rate per sq ft
per annum

$10.50
10.50
3.50
3.50
10.50

4



Exhibit 3 he Ext .

Airports System Signatory Airline Rates and Charges
Established by the Extension (*)
Effective July 1, 1994

Ramp Area

Type of space

Covered equipment parking
Open equipment parking

bile Parki stall
Covered

Uncovered

Waimea-Kohala Airport

inal Buildi

Iype of space

Office (finished)

Ticket counter (finished)

Baggage make-up breakdown (finished)
Baggage claim (finished)
Concessionaire (loft)

Ground transportation booth

Ramp Area

Type of space
Covered equipment parking
Open equipment parking

- 30 -

Rate per sq ft per annum
Paved Unpaved

$2.50 $1.75

1.80 1.25
Monthly rate/stal

$12.00

9.00

Rate per sq ft
per annum

$9.00
9.00
3.00
3.00
9.00
9.00

Rate per sq ft per annum

Paved Unpaved

$2.50 $1.75
1.80 1.25



- ' i .

Airports System Signatory Airline Rates and Charges
Established by the Extension (*)
Effective July 1, 1994

bile Parki Stall
\ Monthly rate/stal

Covered $15.00

Uncovered 10.00

Molckai Airport

inal Buildi
, Réte per sq ft
Type of space per apnum.
Office (finished) . $14.40
Ticket counter (finished) 14.40
Baggage make-up breakdown (finished) 5.00
Baggage claim (finished) 5.00
Holding room and airport lounge 13.20
Concessionaire (loft) A 14.40
Ground transportation booth 14.40
Ramp Area
Rate per sq ft per annum
Type of space Paved Unpaved
Covered equipment parking $3.60 $3.00
Open equipment parking 2.15 1.85
ile Parki 1]
ch1l /stal
Covered $20.00
Uncovered - 15.00

- 31 -
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Exhibit 3 to the Ext .

Airports System Signatory Airline Rates and Charges
Established by the Extension (*)
Effective July 1, 1994

Hana Airport

Type of space

Office (finished)

Ticket counter (finished)

Baggage make-up breakdown (finished)
Baggage claim (finished)
Concessionaire (loft)

Ground transportation booth

Ramp Area
Type of space

Covered equipment parking
Open equipment parking

bile Parki 1]

Covered
Uncovered

- 32 -

Rate per sq ft
PEer annum.

$9.00
9.00
3.00
3.00
9.60
9.60

Rate per sq ft per annum

Paved Unpaved

$2.50 $1.75

1.80 1.25
Monthly rate/stal

$12.00

9.00
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2007 First Amended Lease Extension Agreement



FIRST AMENDED LEASE
EXTENSION AGREEMENT

This FIRST AMENDED LEASE EXTENSION AGREEMENT (the Extension), entered
into this 24th dayof January , 2008, but effective as of January 1, 2008,

by and between the DEPARTMENT OF TRANSPORTATION, STATE OF HAWAI
(the State) and AIR CANADA (the Airline).

WITNESSETH THAT:

WHEREAS, the State and the Airline entered into separate lease agreements, which
Lease, as amended and extended from time to time, is hereinafter referred to as the

“Airport-Airline I ease”; and

WHEREAS, the State and the Airline amended and extended the Airport-Airline Lease
by Lease Extension Agreement, effective July 1, 1994 which remains in effect today;

and

WHEREAS, the State and the Airline wish to further extend the term of the Airport-
Airline Lease, as amended, and to amend certain provisions thereof, including the rates

and charges payable by the Airline under the Airport-Airline Lease; and

WHEREAS, the State and the Airline have developed jointly a capital improvement
program to modernize Honolulu International Airport and make significant capital

improvements to airports throughout the Airports System.

NOW THEREFORE, for and in consideration of the premises and the mutual covenants
and agreements herein contained, and other valuable cons1dcrat10n, the State and the

Airline hereby agree as follows:

1. The Extension shall become efféctive on January 1, 2008, provided a majority
of airlines currently signatory to the Airport-Airline Lease convey support of this
Amendment either by executing the Amendment or providing a supporting letter by

October 26, 2007.

2: Provided the Extension becomes effective pursuant to (1) above, the State

. shall terminate the Airport-Airline Lease for any current Signatory Airlines that do -
not execute the Amendment or provide a supporting letter by October 26, 2007. Such
Signatory Airlines will no longer be deemed signatory to an Au'port-AJ:hne Lease

and will be assessed non-signatory rates.



3. The Extension can be amended in the future if the State and a majority of the
Signatory Airlines at such time agree and execute any such amendment.

4. Effective as of January 1, 2008, the terms and conditions of the Airport-
Airline Lease, as previously amended by the Lease Extension Agreement, including,
but not limited to, the calculation of rates and charges fo be paid by the Airline, shall
be amended as set forth in Exhibit 1 attached hereto and incorporated herein.

5. The methodology for computing rates and charges in effect as of January 1,
2008 payable under this Extension are set forth in Exhibit 1, attached hereto and
incorporated herein, subject to adjustment pursuant to Exhibit 1 Section F(8) of the
Lease Extension Agreement. The rates and charges computed pursuant to Exhibit 1
of this Extension shall supersede any methodology for the determination of rates and
charges previously implemented under the Lease Extension Agreement, and any other

agreement therefor.

6. Paragraph 4 on Page 4 of Exhibit 1, attached to the Lease Extension
Agreement dated July 1, 1994 is deleted in its entirety and replaced with the

following:

4. The LESSOR shall provide quarterly reports to the Signatory Airlines
regarding the status of design and construction, the schedule and the
actual or estimated cost for the capital improvement program. At the
request of a majority of the Signatory Airlines, the LESSOR will meet
with the Signatory Airlines to discuss any element of the capital
improvement program.

7. - Paragraph H. REVIEW MEETINGS on Page 12 of Exhibit 1, attached to the .
Lease Extension Agreement dated July 1, 1994 is deleted in its entirety and replaced

with the following:
H. REVIEW MEETINGS

The LESSOR will conduct at least one meeting each State Fiscal Year
with the Signatory Airlines. The schedule and presentation format for the
actual and forecast financial results for the Airports System and review of
the capital improvement program will be established by LESSOR.

8. The Extension will be extended automatically on a quarterly basis unless
either party provides sixty (60) days written notice of termination to the other party.

9. Except as set forth herein, the terms and conditions of the Airport-Airline
Lease as heretofore amended shall remain in full force and effect. In case of any
conflict between the terms and conditions of the Airport-Airline Lease, as previously
amended, and the terms of this Extension, the terms of this Extension shall control.



10.  This Extension may be executed in several counterparts, all or any of which
shall be regarded as the same instrument.

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

STATE OF HAWAII _
APPROVED AS TO FORM: DEPARTMENT OF TRANSPORTATION
Deputy Attorney General Its Director

. ‘//—'"" )
P _z__,.- L

Graeme Elliott
D.chctor Corp. Real Estate
Dirccteur - Biens Immobiliers

toLaw

Uit




Exhibit 1 to the First Amended Lease Extension Agreement

A. DEFINITIONS

a.

“Airfield Activity Center” shall mean the airfield areas of all airports in the
Airport System, including, but not limited to, the runways, taxiways, aprons,
aircraft parking areas, security fencing, secure service roadways, aircraft rescue
and crash fire stations, and related areas and facilities.

“Airport” shall mean the Honolulu International Airport.

“Airports System” shall mean the Statewide system of airports including all
airports, air navigation facilities, and other related facilities and properties (real,
personal, or mixed), and any rights or interests in airports, air navigation facilities,
and other related facilities and related properties, now or hereafter belonging to or
controlled by the State or under the administration, jurisdiction, control, and
management of the State, and all equipment, improvements, extensions, or
betterment thereto hereafter constructed or acquired.

“Airports System Costs” for any State Fiscal Year shall mean all expenses
incurred by the State in administration, operation and maintenance of the Airports
System. Airports System Costs shall include maintenance and operating expenses
(including the State surcharge on gross receipts and Department of Transportation
administrative expense allocations), debt service and coverage on airports system
revenue bonds, debt service on reimbursable general obligation bonds, debt
service and coverage on subordinate bonds incliding requirements under
SWAPS, letters of credit and other credit enhancing instruments, annual
requirements for purchases of equipment and motor vehicles, and replenishment
or increase of the Airports System Major Maintenance and Renewal and
Replacement Account and the operation and maintenance reserve account

pursuant to Section C(1)(c).

“Airports System Revenues” for any State Fiscal Year for the purpose of the
computation of the ASSC means all rents, fees, operating interest income, and all
other income received from the operation of the Airports System which are
required to be deposited in the Airport Revenue Fund pursuant to Section 261-5,
Hawaii Revised Statutes, as amended, excluding, however, (i) ASSC or ASSC
adjustments pursuant to Section F(8) during such State Fiscal Year; (ii) grants-in-
aid or similar payments received from public agencies provided that (a) the uses
of such moneys are restricted to specified purposes, or (b) such grants or
payments constitute a reimbursement to the State for expenditures or transfers
previously made from the Airport Revenue Fund; (iii) any funds paid or payable
to the State under a net rental lease; (iv) (a) interest derived from moneys received
under item (ii) and (iii) above; (b) interest received from funds earmarked for the
capital improvement program,; (c) interest received on unspent bond moneys, and



(d) interest received on funds earmarked for purposes of debt reduction pursuant
to Section G; (v) aviation fuel taxes, and (vi) Passenger Facility Charge revenues.
All such excluded funds will be applied for any lawful Airports System purposes.

“ASSC” shall mean the Airports System Support Charge imposed by the State per
one thousand (1,000) pounds of Approved Maximum Landed Weight to recover

residual costs of the Airports System including coverage.

. “Approved Maximum Landed Weight” shall mean the maximum weight in one
thousand (1,000) pound units at which each aircraft operated by a Signatory
Airline is authorized by the Federal Aviation Administration for landing as recited
in the flight manual governing that aircraft. If an aircraft is registered in a foreign
country and has not been certified by the Federal Aviation Administration the
Approved Maximum Landed Weight shall be the maximum landed weight

authorized by that foreign country.

. “Deplaning International Passenger” shall mean any passenger, excluding any
member of a flight crew, who deplaned from an international flight and used an

international arrivals area of the Airports System.

“Interisland Rate” shall be thirty-six (36) percent for Fiscal Year 2008.
Thereafier the Interisland Rate shall increase by one (1) percentage point for each
subsequent Fiscal Year until such time as it equals one-hundred (100) percent.

“Landing” shall mean any landing at any airport in the Airports System with
revenue passengers and/or cargo for hire, but shall not include landings resulting
from weather, mechanical, operations, emergency, or precautionary conditions,

. “Leased Space” shall mean all Exclusive, Preferential and Joint Use terminal
spaces for a terminal cost center leased, or included in rates and charges
calculations. It shall not include vacant spaces, non-airline spaces, public spaces,
or circulation spaces.

“Passenger Facility Charge” shall mean federally approved Passenger Facility
Charges or passenger facility fees, as authorized by 49 USC App. Section 1513
and regulated by 14 CFR Part 158, as such statute and regulation currently exist
or as they may be amended.

. “Revenue Passenger Landing” shall mean any Landing at any airport in the
Airports System with revenue passengers.

“Signatory Airlines” shall mean the Airline or any airline engaged in the
transportation of persons, property, cargo, and/or mail by air at, to and/or from or -
throngh the Airports System having a lease substantially similar to the Airport-
Airline Lease and the Extension.



. “Signatory Airline Cost Requirement” shall mean the sum of all Signatory
Airlines Terminal Rentals, Landing Fees, and ASSC for any Fiscal Year.

. “Terminal Concessions” shall mean all non-airline Revenues generated within the
Terminal Cost Center specific to each airport in the Airports System, which
includes, but may not be limited to, food and beverage, retail, duty free, and non-

airline space rentals.

. “Terminal Cost Center” shall be specific to each airport in the Airports System
and may mean Honolulu International Airport Terminal Cost Center, Kahului

Airport Terminal Cost Center, Kona International Airport at Keahole Terminal
Cost Center, Lihue Airport Terminal Cost Center, or Hilo International Airport

Terminal Cost Center.

“Terminal Rentals” shall mean all rentals received for use of Exclusive,
Preferential and Joint Use facilities.

“Total Joint Use Baggage System Enplaned Passengers” shall mean for any State
Fiscal Year, for each Terminal Cost Center, except Honolulu International Airport

Terminal Cost Center, the sum of the following:

(1) The total annual number of enplaned passengers using Joint Use baggage
system areas departing on an overseas flight which will land at an airport

outside the Airports System; and

(2) The product of the Interisland Rate and the total annual number of enplaned
passengers using Joint Use baggage system spaces departing on an interisland
flight which will land at another airport in the Airports System.

“Total Joint Use Holdroom Enplaned Passengers” shall mean for any State Fiscal
Year, for each Terminal Cost Center, except Honolulu International Airport
Terminal Cost Center, the sum of the following:

(1) The total annual number of enplaned passengers using Joint Use holdrooms
departing on an overseas flight which will land at an airport outside the

Airports System; and

(2) The product of the Interisland Rate and the total annual number of enplaned
passengers using Joint Use holdrooms departing on an interisland flight which
will land at another airport in the Airports System.

. “Total Landed Weight” shall mean for any State Fiscal Year, the sum of the
following weights expressed in one thousand (1,000) pound units: :

(1) The sum obtained by adding the Approved Maximum Landed Weight for each
aircraft for each overseas Landing at an airport in the Airports System; and

* g



) That percentage, pursuant to Section A(i) of the sum obtained by adding the
Approved Maximum Landed Weight for each aircraft for each interisland

Landing at an airport in the Airports System.
B. THE CAPITAL IMPROVEMENT PROGRAM

The project elements of the agreed upon capital improvement program are set forth in
Attachments A and B. Additional capital projects shall be subject to the airline
review process as set forth under Section B(5) of the Lease Extension Agreement.

- C. FINANCING THE CAPITAL IMPROVEMENT PROGRAM

The State expects to finance the capital improvement program from the following
sources:

1. Airports System funds existing as of the commencement of the term of the
Extension;

2. Cash flow generated from Airports System financial operations during the term of
the construction period of the capital improvement program;

3. Grants-in-aid under the Federal Aviation Administration’s Airports Improvement
Program (AIP) or any successor airport grant program. The State will use its best
efforts to obtain the maximum amount of discretionary AIP grants-in-aid and any
other grants which may be available for the capital improvement program;

4. Passenger Facility Charge revenues. The State will assess Passenger Facility
Charges on all eligible overseas enplaning passengers at the highest level
authorized by the Federal Aviation Administration (FAA). The State will not
assess Passenger Facility Charges on any interisland enplaning passengers. The
State will use its best efforts to obtain FAA approval to use as much as ninety (90)
percent of annual Passenger Facility Charge revenue to pay debt service on airport
revenue bonds. The remaining Passenger Facility Charge revenue will be used on
a pay as you go basis to fund capital improvement projects;

5. Investment income on available capital funds; |
6. Airports System revenue bonds.

D. EXISTING CASH BALANCES

1. At the beginning of each State Fiscal Year, the State will reserve a sufficient
amount of Airport’s System cash and investments (on hand as of the immediately
preceding June 30) to provide for the following obligations:

-4-



a. Operating find encumbrances as of June 30;
b. Capital improvement program commitments;

c. Twenty-five (25) percent of budgeted annual operating and maintenance
expenses for the current State Fiscal Year;

d. Major Maintenance, Renewal and Replacement account balance of $15
million;

e. An amount sufficient to fund annual Debt Service Coverage equal to twenty-
five (25) percent of annual debt service on Airport’s System revenue bonds
outstanding for the next Fiscal Year.

2. The State will use its best efforts to meet an annual Signatory Airline Cost
Requirement of $160 million. Should future reauthorizations of the AIP result in
reduced or eliminated funding for Large-Hubs or should discretionary funding not
be available to fund the capital improvement program as planned, the parties
recognize that it may not be possible to meet a $160 million annual goal.
Notwithstanding the above, over the term of this Extension, the State may issue
additional bonds for additional capital improvements which will be subject to the
airline review process as set forth in Section B(5) of the Lease Extension

Agreement.
E. FACILITY USE

Airports System holdrooms will be for joint use or preferential use. Preferential use
of a holdroom means scheduling preference over similar operations by other airlines
for the use of a holdroom. Any Signatory Airline that qualifies for preferential use of
terminal facilities will be required to maintain activity at, or above the utilization
threshold or the State may revoke the Signatory Airline’s preferential use of terminal

facilities.

The initial utilization threshold for holdrooms will be six (6) daily turns per .
holdroom. Any Signatory Airline that averages six (6) daily turns is eligible to lease

a holdroom on a preferential basis. The number of holdrooms any Signatory Airline
that qualifies for preferential use may lease preferentially will be determined by
dividing the number of daily departures by six (6) and rounding down to the nearest

integer.
F. RATES AND CHARGES

1. Aeronantical Cost Centers
The following cost centers will be used to set rates and charges so as to recover

costs of specific Airports System facilities from those that directly use them:



a. Honolul: International Airport Terminal Cost Center, which shall be
comprised of all terminal facilities, except the Commuter Terminal at
Honolulu International Airport, but including the Overseas Terminal and the

Interisland Terminal;

b. Kahului Airport Terminal Cost Center, which shall be comprised of all
terminal facilities, except commuter terminal facilities at Kahului Airport;

c. Kona International Airport at Keahole Terminal Cost Center, which shall be
comprised of all terminal facilities, except commuter terminal facilities at
Kona International Airport at Keahole;

d. Lihue Airport Terminal Cost Center, which shall be comprised of all terminal
facilities, except commuter terminal facilities at Lihue Airport;

e. Hilo International Airport Terminal Cost Center, which shall be comprised of
all terminal facilities, except commuter terminal facilities at Hilo International

Airport;

f. Airfield Cost Center, which shall be comprised of the airfields of every airport
in the Airports System;

g ASSC Cost Center, which shall serve as the residual cost center to insure
Airports System revenues are sufficient to recover Airports System Costs.

. Terminal Rents

Terminal Rents to be effective January 1, 2008 and subsequently each July 1%
shall be computed according to the methodology described in this Section.

a. Terminal Requirement

a) Each terminal cost center from Section F (1) above shall have an
independent calculation made to determine the Terminal Requirement.

b) The Terminal Requirement shall be computed by summing the following
elements:

(1).  The total annual direct and indirect operating expenses allocated to
the Terminal Cost Center;

(2)  The total annual direct and indirect debt service expenses allocated
to the Terminal Cost Center; ,

3) * The total annual Major Maintenance, Renewal and Replacement
Account deposit allocated to the Terminal Cost Center;



(4)  The total anmual O&M Reserve Account deposit allocated to the
Terminal Cost Center.

¢) The Net Terminal Requirement shall be computed by subtracting the
following elements from the Terminal Requirement:

(1)  Any deposit from the future debt service account allocated to the
Terminal Cost Center;

(2)  Axnnual PFC revenues allocated to pay direct and indirect debt
service expenses allocated to the Terminal Cost Center;

(3)  Annual Terminal concession revenues allocated to the Terminal
Cost Center.

b. Terminal Rental Rate

The Terminal Rental Rate shall be computed by dividing the Net Terminal
Requirement by Leased Space. '

c. Terminal Rental Rate Adjustments

a) The Terminal Rental Rate for Hilo International Airport will be reduced
by 50% for the term of this Agreement as long as enplanements did not
exceed 2.0 million in the prior calendar year. Should enplanements in any
calendar year exceed 2.0 million, the Terminal Rental Rate reduction will
not apply in the subsequent fiscal year. '

b) The Terminal Rental Rates for Kahului Airport, Kona Interational
Airport at Keahole and Lihue Airport will be reduced by multiplying them

by the following percentages:
Fiscal Year 2008 60%
Fiscal Year 2009 65%
. Fiscal Year 2010 T0%
Fiscal Year 2011 75%
Fiscal Year 2012 80%
Fiscal Year 2013 85%
Fiscal Year 2014 90%
Fiscal Year 2015 95%

Fiscal Year 2016 and beyond  100%
d. Joint Use Holdroom Charges'

a) The Joint Use Holdroom Requirement for each Terminal Cost Center shall
be computed by calculating the product of the Terminal Rental Rate and
the Joint Use square footage of holdrooms in the Terminal Cost Center.

i
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b)

The Joint Use Holdroom Rate for the Honolulu International Airport
Terminal Cost Center shall be computed by dividing the Joint Use
Holdroom Requirement by the annual number of enplaning passengers
using Joint Use holdrooms.

The Overseas Joint Use Holdroom Rate for all other Terminal Cost
Centers shall be computed by dividing the Joint Use Holdroom
Requirement by Total Joint Use Holdroom Enplaned Passengers. The
Interisland Joint Use Holdroom Rate shall be the product of the Overseas
Joint Use Holdroom Rate and the Interisland Rate for the Fiscal Year.

. Joint Use Baggage Systems Charges

a)

b)

The Joint Use Baggage Systems Requirement for each Terminal Cost
Center shall be computed by calculating the product of the Terminal
Rental Rate and the Joint Use square footage of joint nse baggage systems
in the Terminal Cost Center.

The Joint Use Baggage Systems Rate for the Honolulu International
Airport Terminal Cost Center shall be computed by dividing the Joint Use
Baggage Systems Requirement by the annual number of enplaning
passengers using Joint Use baggage systems spaces.

The Overseas Joint Use Baggage Systems Rate for all other Terminal Cost
Centers shall be computed by dividing the Joint Use Baggage Systems
Requirement by Total Joint Use Baggage Systems Enplaned Passengers.
The Interisland Joint Use Baggage Systems Rate shall be the product of
the Overseas Joint Baggage Systems Rate and the Interisland Rate for the

Fiscal Year.

Common Use Ticketing Position Charges

a)

b)

The Common Use Ticketing Position Requirement for each Terminal Cost
Center shall be computed by calculating the product of the Terminal
Rental Rate and the Common Use Ticketing Position square footage in the
Terminal Cost Center.

The Common Use Ticketing Position Rate shall be computed by dividing
the Common Use Ticketing Position Requirement by the number of
enplaned passengers using Common Use Ticketing Positions.

. International Arrivals Building Charges shall be calculated as the product of
the applicable Terminal Rental Rate and the square footage of the
international arrivals areas of the Airports System divided by Deplaning
International Passengers.



3. Commuter Terminal Rental Rates

Commuter Terminal rental rates at all airports in the Airports System shall be
determined by appraisal. Users of Commuter Terminals shall pay for all airline
passenger and baggage handling areas and operational areas including ticketing

facilities, offices, holdrooms and baggage claim.

4. Landing Fees

a. The Landing Fee Rate shall be calculated as a blended rate for all of the
airports in the Airports System. The Airfield Requirement shall be computed
by summing the following elements:

(¢)) The total annual direct and indirect operating expenses allocated to the
Airfield Cost Center;

(2)  The total annual direct and indirect debt service expenses allocated to
the Airfield Cost Center;

(3)  The total annual Major Maintenance, Renewal and Replacement
Account deposit allocated to the Airfield Cost Center;

(4)  The total annual O&M Reserve Account deposit allocated to the
Airfield Cost Center. ' .

b. The Net Airfield Requirement shall be computed by subtracting the following
elements from the Airfield Requirement:

(1)  Annual PFC revenues allocated to pay direct and indirect debt service,
expenses allocated to the Airfield Cost Center;

(2)  Annual non-signatory Landing Fees.

¢. Landing Fee Rate

The overseas Landing Fee Rate shall be computed by dividing the Net
Airfield Requirement by Total Landed Weight. The interisland Landing Fee
Rate shall be the product of the overseas Landing Fee Rate and the Interisland
Rate for the Fiscal Year. Pursuant to Section A(i) of this Extension, the
Interisland Rate shall be thirty-six (36) percent for Fiscal Year 2008, and shall
increase by one (1) percentage point each subsequent fiscal year until such
time as it equals one-hundred (100) percent.

bee}



5. Airports System Support Charges (ASSC)

a. The ASSC Requirement shall be computed by summing the following
elements:

) The total annual direct and indirect operating expenses; '
(2)  The total annual direct and indirect debt service expenses;

(3)  The total annual Major Maintenance, Renewal and Replacement
Account deposit;

@ The total annual O&M Reserve Account deposit.

b. The Net ASSC Requirement shall be computed by subtracting the fo]lowing
elements from the ASSC Requirement:

(1) Annual PFC revenues allocated to pay direct and indirect debt service
expenses;

2) Annual non-airline revenues;
(3)  Anmnual interest earned on operating funds;

G} Annual Terminal Rentals;

(5)  Annual acronantical rentals not included in Terminal Rentals;
(6)  Annual Landing Fees.

¢. ASSC Rate

If the Net ASSC Requirement is negative, then Airports System Revenues are
sufficient to recover Airports System Costs and the ASSC rate for both
overseas and interisland activity shall be $0.00. If the Net ASSC Requirement
is positive, then the overseas ASSC Rate shall be computed by dividing the
Net ASSC Requirement by Total Landed Weight. The interisland ASSC Rate
shall be the product of the overseas Landing Fee Rate and the Interisland Rate

for the Fiscal Year.
6. Common Use Passenger Processing Systems (CUPPS) Charges

CUPPS charges will be added to the joint use baggage system charges at each
terminal as applicable. The Signatory Airlines using Joint Use baggage systems
shall pay the CUPPS equipment operating and maintenance charges for Common
Use baggage systems. The operating and maintenance contract for CUPPS may
be assigned by the State to the Signatory ‘Airlines. If this is the case, the
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Signatory Airlines will reimburse the entity to which the contract is assigned by
the State to ensure CUPPS operating and maintenance expenses are paid.

Additionally, the State may assign the operating and maintenance contracts for
other airline systems, including but not limited to, loading bridges, pre-
conditioned air, and baggage systems to the Signatory Airlines. Similarly, the
Signatory Airlines will reimburse the entity to which the contract is assigned by
the State to ensure such operating and maintenance expenses are paid.

G. NON-SIGNATORY AIRLINE RATES

All airlines that are not a party to this Airport-Airline Lease shall pay Airports System
fees and charges as established by Hawaii Administrative Rules (HAR) Chapter 19-
16.1. Further, the DOT will amend the methodology contained in HAR Chapter 19-
16.1 to reflect that all non-signatory airline fees and charges will be 125% of
Signatory Airline fees and charges.

Attachment A to Exhibit 1 of the
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First Amended Lease Extension Agreement

Honolulu Intexnational Airp ort Terminal Modernization Program

The following outlines the $1.7 billion terminal modernization program planned for
Honolulu International Airport. This list shall be reviewed from time to time and may be
amended if necessary. Attachment B outlines the preliminary cost estimates that shall be
reviewed from time to time and may be amended if necessary.

o

-

Development of new Airline Ancillary Support Facilities at Elliot Street to
include cargo facilities, maintenance facilities, flight kitchen facilities,
administrative offices, and employee parking;

Realignment of Taxi lanes G and L to enable unréstrict_ed use by Group IV and
Group V aircraft;

Development of a new Mauka Concourse;
Development of a new Commuter Airline Terminal;
Development of a new Ewa Concourse;

Development of a new Inter-Terminal/Concourse Passenger Connector and
People Mover System to replace the existing Wiki Wiki bus system;

Renovationfexg:ansion of the existing Central Concourse;

Development of a new Diamond Head Concourse;

Development of a new Parking Structure and/or Ground Transportation Facility.

Other Capital Projects

Capital projects that have been previously reviewed and approved by the signatory
airlines totaling approximately $700 million.
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Attachment B to Exhibit 1 of the
First Amended Lease Extension Agreement

BNL Modernization Program $1,735,143,000
New Mauka Concourse 139,566,000
Elliott Street Support Facilities 130,661,000
New Diamond Head Concourse (Phase I) 477,098,000
New Ewa Concourse (Phase I) 328,597,000
Concourse Connector and People Mover 523,805,000
Central Concourse Renovation 79,826,000
Parking/Ground Transportation Center 55,590,000

Other Capital Projects 712,169,000

TOTAL CAPITAL IMPROVEMENT PROGRAM $2,447,312,000
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Revocable Permit



STATE OF HAWAII
DEPARTMENT OF TRANSPORTATION
AIRPORTS DIVISION

REVOCABLE PERMIT NO.

THIS AGREEMENT, made this day of , , 20_, by and between the STATE OF
HAWAII, acting by and through the Department of Transportation, Airports Division, hereinafter called "DEPARTMENT",
hereby grants to the PERMITTEE hereinafter named permission to use and occupy the following described premises at
the following named AIRPORT for the purpose(s) hereinafter specified; and the PERMITTEE agrees to pay the rental
hereinafter specified and to perform all other obligations imposed upon it in the terms and conditions hereof.

1. PERMITTEE:
2. ADDRESS:

3. AIRPORT:

4. PREMISES AS SHOWN ON ATTACHED EXHIBIT:

5. PURPOSE(S):

6. RENTAL:
Monthly Rental $
$
$
Total Monthly Rental $
7. SECURITY DEPOSIT: $
8. EFFECTIVE DATE OF PERMIT:
9. HOLD OVER TENANCY: $

10. SPECIAL TERMS AND CONDITIONS AS INDICATED HEREON SPECIFIED AS ATTACHED HERETO:

IN WITNESS WHEREOF, the parties hereto have caused this instrument to be duly executed on the day and year
first hereinabove indicated.

STATE OF HAWAII

DEPARTMENT OF TRANSPORTATION
AIRPORTS DIVISION

By.

Its Airports Administrator

PERMITTEE:

By.

Title:




TERMS AND CONDITIONS

1. Term. This Permit is granted on a month-to-month basis only, for a period not to exceed one year from the effective date
hereof. Any renewal of this permit shall be on a month-to-month basis for a period not to exceed one year. Notice of renewal need not be
reduced to writing, it being agreed that such renewal shall be automatic unless a party hereto shall give the other party ten (10) days' notice
of its intention not to renew or unless the Board of Land and Natural Resources shall fail to approve the renewal.

2. Termination. This Permit may be terminated by either party without cause upon thirty (30) days' advance written notice.

3. Change in Rent. The DEPARTMENT reserves the right to increase or decrease the monthly rental at any time upon thirty (30)
days' advance written notice.

4. Payment of Rent. Without notice or demand, the PERMITTEE shall pay, at the Fiscal Office of the Airports D|V|S|on
Department of Transportation, Honolulu, Hawaii, or at the Airport District Manager's office of the above named AIRPORT, the sum
hereinbefore set forth upon the execution of this Permit and on the first (1st) day of each and every month thereafter during the remainder of
the life of this Permit or until it is terminated or revoked as provided herein.

5. Interest; Service Charge. Without prejudice to any other remedy available to the DEPARTMENT, PERMITTEE agrees without
further notice or demand, as follows: (a) to pay interest at the rate of twelve percent (12%) per annum on all delinquent payments; (b) that
the term "delinquent payments" as used herein means any payment of rent, fees, service charges, or other charges payable by
PERMITTEE to DEPARTMENT, which are not paid when due.

6. Acceptance of Rent not a Waiver. The acceptance of rent by the DEPARTMENT shall not constitute a waiver of any breach
by the PERMITTEE of any of the terms and conditions, upon which this Permit is granted and to which the PERMITTEE agrees, nor of the
DEPARTMENT's right to terminate or revoke this Permit. Failure by the DEPARTMENT to insist upon strict performance thereof by the
PERMITTEE, or to exercise any option herein reserved, shall not be construed as a waiver or as a relinquishment of any of its rights under
this Permit.

7. Security Deposit. The PERMITTEE, upon execution of this Permit, shall deposit with the DEPARTMENT in legal tender or in
such other form acceptable to the DEPARTMENT in the amount hereinbefore set forth as security that it will perform faithfully all the terms
and conditions of this Permit. The said deposit will be returned without interest to the PERMITTEE within a reasonable time after the
termination of this Permit only if the PERMITTEE has faithfully performed said terms and conditions to the satisfaction of the
DEPARTMENT. In the event the PERMITTEE does not so perform, then the DEPARTMENT shall keep all of the said sum as compensation
for the damages resulting from the PERMITTEE's breach of contract, and the DEPARTMENT's retention of all the said deposit shall not
prevent the DEPARTMENT from recovering any damages not compensated thereby.

8. Cost of Collection. The PERMITTEE shall pay any and all court costs, including attorney's fees, incurred by the
DEPARTMENT in collecting rents, penalties, interest, fees or other charges due and payable by the PERMITTEE under this Permit or in
removing the PERMITTEE and/or the improvements or additions, constructed or installed by it, from the Premises, where necessary, orin
recovering any damages or loss caused by the PERMITTEE's breach of any of the terms and conditions under this Permit.

9. Equal Treatment. The PERMITTEE will furnish service on a fair, equal and not unjustly discriminatory basis to all users
thereof, and will charge fair, reasonable and not unjustly discriminatory prices for each unit or service; provided, that the PERMITTEE may
be allowed to make reasonable and non-discriminatory discounts, rebates or other similar types of price reductions to volume purchasers.

10. Repairs. The PERMITTEE shall at its own expense keep and maintain the Premises in a condition similar to that which
existed on the effective date of this Permit, ordinary wear and tear and damage by acts of God excepted.

11. Waste, Strip and Nuisance, and Maintenance. The PERMITTEE shall not make, permit or suffer any waste, strip, nuisance
or any other unlawful, improper or offensive use of the Premises. The PERMITTEE shalll, at all times and at its own expense keep the
Premises clean, neat, safe and orderly, free of waste, rubbish and debris and shall provide for the safe and sanitary handling and disposal
of all trash, garbage and other refuse from its activities on the Premises.

12. Utilities and Other Charges. The PERMITTEE shall be responsible for and pay all charges for water, electricity, telephone
and other utilities, and all charges for sewer, garbage and trash disposal. Where any of such services are provided by the DEPARTMENT
at the request of the PERMITTEE, the PERMITTEE shall pay the DEPARTMENT's charges therefor.

13. Property Taxes. The PERMITTEE will pay all taxes including real property taxes, imposts and assessments required under
the laws of all governing authorities, in relations to the use and occupancy of the Premises and the conduct of its activities thereon.

14. Commercial General Liability Insurance. The PERMITTEE shall, at its own expense, effect, maintain and keep in force
throughout the life of this Permit, a Commercial General Comprehensive Public Liability Insurance policy or policies with a combined single
limit coverage of at least $1,000,000 per occurrence and $2,000,000 aggregate for bodily injury and damage to property per occurrence.
The specification of limits as contained herein shall not be construed in any way to be a limitation on the amount of liability of the
PERMITTEE under this Permit. Such insurance policy shall (a) be issued by an insurance company or surety company authorized to do
business in the State of Hawaii or approved in writing by the DEPARTMENT; (b) name the State of Hawaii as an additional insured; (c)
provide that the DEPARTMENT shall be notified at least thirty (30) days prior to any termination, cancellation or material change in its
insurance coverage; and (d) cover all injuries, losses or damages arising from, growing out of or caused by any acts or omissions of the
PERMITTEE, its officers, agents, employees, invitees or licensees in connection with the PERMITTEE's use or occupancy of the Premises.
The PERMITTEE shall furnish to the DEPARTMENT upon execution of this Permit and prior to occupancy of the Premises, a certificate
showing such insurance policy to have been issued to the PERMITTEE and to be then in force, and shall furnish a like certificate upon each
renewal thereof.

15. Fire Insurance. The PERMITTEE shall procure |mmed|ately and keep in force with respect to the Premises a fire insurance
policy for real property improvements in the amount determined by the DEPARTMENT whenever it is deemed necessary and specified in
the special terms and conditions.

16. PERMITTEE's Prior Inspection. The PERMITTEE warrants that it has inspected the Premises and all improvements thereon,
knows the conditions thereof and fully assumes all risks incidental to the use and enjoyment thereof.



17. Indemnity. The PERMITTEE shall at all times with respect to the Premises use due care for public safety and shall defend,
hold harmless and indemnify the DEPARTMENT, its officers, agents, and employees from and against all claims, or demand for damages,
including claims for property damage, personal injury or death, (a) arising on the Premises, or caused by any fire or explosion thereon; or
(b) arising from, growing out of , or caused by any act or omission on the part of the PERMITTEE, its officers, agents, employees, invitees or
licensees, in connection with the PERMITTEE's use or occupancy of the Premises.

18. Surrender and Restoration. The PERMITTEE shall, prior to the termination or revocation of this Permit, restore, at its own
cost and risk, the Premises to a condition similar to that which existed prior to the effective date of this Permit, reasonable and ordinary wear
and tear and damage by acts of God excepted, and peacefully surrender possession thereof to the DEPARTMENT. In the event the
PERMITTEE fails to effectuate such restoration of the Premises, the DEPARTMENT reserves the right to accomplish same by its own
employees or by an independent contractor and assess the PERMITTEE and total costs thereof. The DEPARTMENT is not required to
furnish replacement facilities or relocation assistance to the PERMITTEE.

19. Transferability. This Permit and the Premises or any part thereof inclusive of any and all rights or obligations accruing or
arising under it shall not be sold, transferred, assigned, leased, mortgaged or otherwise alienated or encumbered in any manner
whatsoever.

20. Improvements, Alterations or Additions. No substantial improvement, alteration or addition of a structural nature shall be
made, installed or constructed on, under or within the Premises by the PERMITTEE unless it first submits plans and specifications therefor
to the DEPARTMENT for its approval and unless said plans and specifications are in fact approved in writing by the DEPARTMENT. Such
plans and specifications shall not be submitted unless they are in full compliance with all applicable statutes and rules and regulations. The
DEPARTMENT may impose reasonable conditions on its approval.

Any improvements, alterations or additions shall be constructed at the sole cost and risk .of the PERMITTEE and the
DEPARTMENT shall not be responsible for any damage to or injury to persons or property arising from the construction, maintenance or
use of any such improvements, alterations or additions. Once installed or constructed, no improvements, alterations or additions shall be
removed except in accordance with the terms and conditions of this Permit (paragraph 22 herein).

21. Removal of Fixtures and Equipment. The PERMITTEE shall have the right atits own expense to remove any and all fixtures
and equipment installed by it on the Premises, provided that (a) PERMITTEE shall give five (5) days' prior written notice of its intention to
remove such fixtures and equipment, (b) the removal shall be completed during the time PERMITTEE occupies the Premises and at a time
PERMITTEE is current in the payment of rent and is in compliance with all other obligations under the Permit, (c) the Premises are restored
by PERMITTEE to a condition similar to what existed immediately prior to the installation thereof, reasonable wear and tear excepted. The
PERMITTEE's failure to give such written notice shall be deemed to be a waiver of the right of removal and shall constitute an abandonment
of such fixtures and equipment.

22, Option to Require Removal of Improvements, Additions, Alterations, Fixtures and Equipment. The DEPARTMENT, with
respect to any improvements, additions, alterations, fixtures and equipment or any portions thereof constructed or installed on the Premises
by PERMITTEE, reserves the right upon giving written notice within twenty (20) days after the date of termination of this Permit, to require
PERMITTEE to remove the same at PERMITTEE's cost and risk, such removal to be completed within thirty (30) days after receipt of such
notice. PERMITTEE shall restore the Premises to condition similar to what existed immediately prior to the construction or installation. If
PERMITTEE shall fail to effect such removal and restoration within the specified time, the DEPARTMENT may effect such removal and
restore the Premises to a condition similar to what existed immediately prior to the construction or installation by its own employees or
independent contractor and assess the cost of such removal, disposition, and restoration to PERMITTEE.

23. Entry by DEPARTMENT. The DEPARTMENT or its agents and employees may enter the Premises at all reasonable hours to
inspect the Premises and determine if the PERMITTEE is complying with the terms and conditions of this permit or for any other proper
purpose. The PERMITTEE shall not make any claim for damages or set off of rent or other charges by reason cr on account of such entry.

24. Advertising Signs. The PERMITTEE may install and operate , at its own expense, such signs and advertising materials as
shall be expressly approved by the DEPARTMENT as being of acceptable character on the basis of appearance, size, design, color, quality,
number, location, content, and general conformity with the architectural character of the AIRPORT. Prior to the termination or revocation of
this Permit, the PERMITTEE shall remove, obliterate or paint out any and all advertising signs, posters and similar devices placed by him on
the Premises. If the PERMITTEE fails to carry out this requirement, the DEPARTMENT may perform such work as may be necessary and
the PERMITTEE shall pay the costs thereof immediately upon demand by the DEPARTMENT.

25. Public Address System. The PERMITTEE shall permit the installation of the DEPARTMENT's public address system within
the Premises and the reception within such Premises of public announcements, flight information and background music broadcast over
such systems.

26. Hold Over Tenancy. If the PERMITTEE does not vacate the Premises upon the revocation or termination of the Permit, the
PERMITTEE shall pay the DEPARTMENT hold over rent. The rent for each day, or part of a day, during which the PERMITTEE remains in
possession will be the amount payable immediately prior to the revocation or termination of the Permit. During any hold over period, the
PERMITTEE shall be deemed an illegal occupant and acceptance of such payment by the DEPARTMENT shall not constitute a waiver of
any of the terms and conditions of this Permit and shall not preclude the DEPARTMENT from pursuing any other rights or remedies the
DEPARTMENT may be entitled to pursue under this Permit, including but not limited to assuming possession of the Premises as provided in
paragraph 32 or bringing an ejectment action for the recovery of Premises, without first giving notice to quit or making a demand for
possession.

27. Non-Discrimination. The PERMITTEE, for itself, its 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 said property described in this Permit for a purpose involving the provision of similar services or
benefits, the PERMITTEE shall maintain and operate such facilities and services in compliance with all other requirements imposed
pursuant to Title 49, Code of Federal Regulations, Department of Transportation, Subtitle A, Office of the Secretary, Part 21,
Nondiscrimination in Federally assisted programs of the Department of Transportation-Effectuation of Title VI of the Civil Rights Act of 1964,
and as said Regulations may be amended.



That in the event of breach of any of the above nondiscrimination covenants, the DEPARTMENT shall have the right to re-enter
said lands and facilities thereon, and the above described lands and facilities shall thereupon revert to and vest in and become the absolute
property of the DEPARTMENT and its assigns. ,

The PERMITTEE, for itself, its personal representatives, successor in interest, and assigns, as a part of the consideration hereof,
does hereby covenant and agree that : (1) no person on the grounds of race, creed, color, sex, national origin, or physical handicap shall 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 grounds of race,
creed, color, sex, national origin or physical handicap shall be excluded from participation in, denied the benefits of, or otherwise be
subjected to discrimination; and (3) that the PERMITTEE shall use the Premises in compliance with all other requirements imposed by or
pursuant to Title ‘49, Code of Federal Regulations, Department of Transportation, Subtitle A, Office of the Secretary, Part 21,
Nondiscrimination in Federally assisted programs of the Department of Transportation-Effectuation of Title VI of the Civil Rights Act of 1964,
and as said Regulations may be amended.

That in the event of breach of any of the above nondiscrimination covenants, the DEPARTMENT shall have the right to terminate
this permit and re-enter and repossess said land and the facilities thereon, and hold the same as if said Permit had never been made or
issued.

28. Civil Rights Provision. The PERMITTEE assures that it will undertake an affirmative action program as required by Title 14
Code of Federal Regulations, Part 152, Subpart E, to insure that no person shall on the grounds of race, creed, color, sex, national origin, or
physical handicap be excluded from participating in or receiving the services or benefits of any program or activity covered by this subpart.
The PERMITTEE assures that it will require that its covered suborganizations provide assurances to the DEPARTMENT that they similarly
will undertake affirmative action programs and that they will require assurances from their suborganizations, as required by Title 14 Code of
Federal Regulations Part 152, Subpart E, to the same effect.

29. Interpretation. The use of any gender shall include all genders, the use of the singular shall include the plural and the use of
the plural shall include the singular as the context may require.

30. Conflicting Terms and Conditions. Where an inconsistency exists between these printed terms and conditions and the
special terms and conditions, the special terms and conditions shall govern.

31. Compliance with Laws. The PERMITTEE shall comply with all laws, ordinances and rules and regulations of all
governmental agencies, applicable to the Premises or relating to and affecting any business or other commercial activity conducted on the
Premises. :

32. Breach of Revocable Permit or Terms and Conditions. Upon a breach of any of the aforementioned terms and conditions,
including but not limited to PERMITTEE's failure to pay any rental, interest, fees or charges-when due, DEPARTMENT may revoke this
Permit upon five (5) business days' written notice of said breach and shall be entitled to regain possession of the Premises administratively,
without court action.

33. Disputes and/or Questions. Any and all disputes and/or questions arising under this Permit shall be referred to the Director
of Transportation and his determination of such disputes or questions shall be final and binding on the parties.
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REVOCABLE PERMIT NO.
SPECIAL TERMS AND CONDITIONS

1. ENVIRONMENTAL COMPLIANCE - PERMITTEE'S DUTIES

A.

Definitions. For purposes of this Permit, the PERMITTEE agrees and
understands that the following terms shall have the following meanings:

"Environmental Laws" shall mean all federal, state and local laws of every nature
including statutes, ordinances, rules, regulations, codes, notices, standards,
directives of every kind, guidelines, permits, licenses, authorizations, approvals,
interpretations of the foregoing by any court, legislative body, agency or official,
judicial decisions, orders, rulings or judgments, or rules of common law which
currently are in effect or which may come into effect through enactment, issuance,
promulgation, adoption or otherwise, which in any way pertain to, relate to, or
have any relevance to the environment, health or safety. These environmental
laws include, but are not limited to, regulations and orders of the federal
Environmental Protection Agency and of the State of Hawaii Department of
Health.

"Hazardous Substance" shall mean and include any chemical, substance, organic
or inorganic material, controlled substance, object, condition, waste, living
organism, or combination thereof which is, may be, or has been determined by
proper state or federal authority under any environmental law to be, hazardous to
human health or safety or detrimental to the environment. This term shall
include, but not be limited to, petroleum hydrocarbons, asbestos, radon,
polychlorinated biphenyls (PCBs), methane, fuels of any kind, and other materials
or substances that are regulated by state or federal authorities.

PERMITTEE's Activities and Duties.

1. Compliance with Environmental Laws. The PERMITTEE agrees, at its
sole expense and cost, to comply with all environmental laws that apply to
the Premises during the term of this Permit, and the PERMITTEE's
occupancy or use of, and activities on, the Premises. This duty shall
survive the expiration or termination of this Permit which means that the
PERMITTEE's duty to comply with environmental laws shall include
complying with all environmental laws, regulations and orders that may
apply, or be determined to apply, to the occupancy and activities of the
PERMITTEE on the Premises after the expiration or termination of this
Permit. Failure of the PERMITTEE to comply with any environmental
laws shall constitute a breach of this Permit for which the DEPARTMENT
shall be entitled, in its discretion, to terminate this Permit, exercise its

‘remedies under this Permit, including remediating any condition on behalf
of the PERMITTEE at the PERMITTEE's expense under Section B.5 and
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Section B.7, and take any other action at law or in equity it deems
appropriate.

Hazardous Substances. The PERMITTEE shall not use, store, treat,

dispose, discharge, release, generate, create, or otherwise handle any _—
hazardous substance, or allow the same by any third person, on the

Premises without first obtaining the prior written consent of the

DEPARTMENT and complying with all environmental laws, including

giving all required notices, reporting to, and obtaining permits from all

appropriate authorities, and complying with all provisions of this Permit.

Notice to DEPARTMENT. The PERMITTEE shall keep the Department
fully informed at all times regarding all environmental law related matters
affecting the PERMITTEE or the Premises. This duty shall include,
without limiting the foregoing duty, providing the DEPARTMENT with a
current and complete list and accounting of all hazardous substances of
every kind which are present on or about the Premises, and with evidence
that the PERMITTEE has in effect all required and appropriate permits,
licenses, registrations, approvals and other consents that may be required
of or by federal, state, and county authorities under all environmental
laws. This duty shall also include providing immediate written notice of
any investigation, enforcement action, remediation or other regulatory
action, order of any type, or any legal action, initiated, issued, or any
indication of an intent to do so, communicated in any way to the
PERMITTEE by any federal, state, or county authority or any individual
which relates in any way to any environmental law or any hazardous
substance and the PERMITTEE or the Premises. This written notice to
the DEPARTMENT shall include the PERMITTEE immediately
providing the DEPARTMENT with copies of all written communications
from individuals or state, county, and federal authorities, including copies
of all correspondence, claims, complaints, warnings, reports, technical
data and any other documents received or obtained by the PERMITTEE.
At least thirty days prior to termination of this Permit, or termination of
the possession of the Premises by the PERMITTEE, whichever shall first
occur, the PERMITTEE shall provide the DEPARTMENT with written
evidence satisfactory to the DEPARTMENT that the PERMITTEE has
fully complied with all environmental laws, including any orders issued by
any governmental authority to the PERMITTEE that relate to the
Premises. :

Notice to Authorities. The PERMITTEE shall provide written notice to
the State of Hawaii Department of Health at least thirty (30) days prior to
the termination of this Permit, or thirty (30) days prior to the
PERMITTEE's termination of possession of the Premises, whichever
occurs first, the fact that the PERMITTEE intends to vacate the Premises
and terminate its operations on those Premises. The PERMITTEE shall
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allow the agents or representatives of said authority access to the Premises
at any and all reasonable times for the purpose of inspecting the Premises
and taking samples of any material for inspection or testing for
compliance with any environmental laws. The PERMITTEE shall provide
copies of said written notices to the DEPARTMENT at the time said
notices are provided to said authorities.

Disposal/Removal. Except for materials that are lawfully sold in the
ordinary course of the PERMITTEE's business, and for which the
PERMITTEE has obtained all required authorizations from appropriate
authorities including the prior written permission of the DEPARTMENT
to have said substance on the Premises, the PERMITTEE shall cause any
hazardous substances to be removed from the Premises for disposal. This
duty shall include the transportation of said hazardous substances from the
Premises solely by duly licensed hazardous substance transporters to duly
licensed facilities for final disposal as required by all applicable
environmental laws. The PERMITTEE shall provide the DEPARTMENT
with copies of documentary proof, including manifests, receipts or bilis of
lading, which reflect that said hazardous substances have been properly
removed and disposed of in accordance with all environmental laws.

Environmental Investigations and Assessments. The PERMITTEE, at
its sole cost and expense, shall cause to be conducted such investigations
and assessments of the Premises to determine the presence of any
hazardous substance on, in, or under the Premises as may be directed from
time to time by the DEPARTMENT, in its sole discretion, or by any
federal or state authority. The extent and number of any environmental
investigations and assessments shall be determined by the
DEPARTMENT or the federal or state authority directing said
investigations and assessments to be conducted. The PERMITTEE shall
retain a competent and qualified person or entity that is satisfactory to the
DEPARTMENT or governmental authority, as the case may be, to
conduct said investigations and assessments. The PERMITTEE shall
direct said person or entity to provide the DEPARTMENT or
governmental authority, if so requested, with testable portions of all
samples of any soils, water, ground water or other material that may be
obtained for testing, and provide directly to the State and the governmental
authority at the sole expense of the PERMITTEE, written results of all
tests on said samples upon completion of said testing.

In any event, the PERMITTEE shall be required to have environmental
assessments conducted as aforesaid prior to, or at the time of, the
PERMITTEE taking possession of the Premises and prior to, or at the time
of, the termination of this Permit in order to determine the condition of the
Premises. The DEPARTMENT may, in its sole discretion, waive this
requirement; provided, however, that any such waiver shall be in writing.

3-
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Remediation. In the event that any hazardous substance is used, stored,
treated, disposed on the Premises, handled, discharged, released, or
determined to be present on the Premises, or to have migrated from the
Premises, the PERMITTEE shall, at its sole expense and cost, remediate
the Premises, or any location off the Premises to which it is determined
that the hazardous substance has migrated, of any hazardous substances.
Said duty to remediate includes the removal and disposal of said
hazardous substances in accordance with Section B.5. This duty to
remediate includes strictly complying with all environmental laws and
directives to remediate said hazardous substances issued from the
DEPARTMENT or any federal or state governmental authority charged
with enforcing the environmental laws. This duty to remediate shall
include replacement of any materials, such as soils, so removed with
material that is satisfactory to the DEPARTMENT and or any
governmental authority, as the case may be. If the PERMITTEE has
conducted an initial site assessment of the Premises which includes soil
and ground water analyses for hazardous substances at the commencement
of this Revocable Permit or the PERMITTEE's occupancy, whichever
shall have first occurred, to the satisfaction of the DEPARTMENT, the
PERMITTEE shall be responsible for remediation and restoration of the
Premises to the extent it is necessary to remediate and restore the Premises
to the condition of the premises and levels of contamination or hazardous
substances that existed on the Premises at the commencement of the
PERMITTEE’s occupancy or term of this Permit, whichever shall have
first occurred, as shown by said initial site assessment.

Tanks, Pipelines; Inspections and Repairs. All tanks, pipelines,
containers or conduits of any kind that may at any time be used to contain,
or may be intended to contain, hazardous substances of any type
(hereinafter referred to as a "facility"), that the PERMITTEE intends to
install on the permitted Premises, must be installed above ground level in
such manner that allows for periodic inspection and maintenance of the
facility for purposes of determining the existence of leaks and discharges
from, and deterioration of any kind to, and that allows repair of, the
facility. The PERMITTEE shall provide the DEPARTMENT with prior
notice of the PERMITTEE's intent to install a facility to allow the
DEPARTMENT ample time, as determined by the DEPARTMENT, to
inspect such a facility. Unless and until each facility and its manner of
installation are approved by the DEPARTMENT, said facility shall not be
installed. Within ninety (90) days of the commencement of this Permit, or
commencement of possession of the permitted Premises by the
PERMITTEE, whichever first occurs, the PERMITTEE shall submit a
contingency plan to control and remedy any spill, discharge or leak from
any facility on the permitted Premises, which plan shall include the
cleanup of all hazardous substances so spilled, discharged or leaked, all to
the satisfaction of the DEPARTMENT. The PERMITTEE shall also
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submit a plan for the PERMITTEE to conduct, or have conducted, regular
inspections of all facilities on the permitted Premises for the purpose of
prevention of any leak, discharge or spill from said facilities. Said
contingency plan and inspection plan are subject to the approval of the
DEPARTMENT. Failure to submit said plans, or to comply with said
plans, constitutes a breach of this Permit, giving the DEPARTMENT the
right to immediately terminate this Permit, and pursue the
DEPARTMENT's remedies under this Permit, at law, or in equity.

Restoration and Surrender of Premises. The PERMITTEE hereby
agrees to restore the Premises, at its sole cost and expense, including the
soil, water and structures on, in, or under the Premises, to the same
condition as the Premises existed at the commencement of this Permit, fair
wear and tear to the structures excepted. In the event the PERMITTEE
does not restore the Premises to the same condition as it existed at the
commencement of this Permit, as determined by the DEPARTMENT, the
PERMITTEE understands and agrees that the DEPARTMENT may
exercise its rights under Section B.10, and until such time as the
restoration is complete to the satisfaction of the DEPARTMENT, the
PERMITTEE shall be liable for the Permit rent in the same manner and
amount as if this Permit had continued in effect during the same period of
restoration.

DEPARTMENT's Right to Act. In the event the PERMITTEE fails for
any reason to comply with any of its duties under this Permit or under any
environmental laws within the time set for doing so, or within a reasonable
time as determined by the DEPARTMENT, the DEPARTMENT shall
have the right, but not the obligation, in its sole discretion, to perform
those duties, or cause them to be performed. The PERMITTEE hereby
grants access to the Premises at all reasonable hours to the
DEPARTMENT, its agents and anyone designated by the
DEPARTMENT in order to perform said acts and duties. Any cost,
expense or liability of any type that may be incurred by the
DEPARTMENT in performing said acts or duties shall be the sole
responsibility of the PERMITTEE, and the PERMITTEE hereby agrees to
pay for those costs and expenses, and indemnify the DEPARTMENT for
any liability incurred. This obligation shall extend to any costs and
expenses incident to enforcement of the right to act, including litigation
costs, attorneys fees, and the cost and fees for collection of said cost,
expense or liability.

Release and Indemnity. The PERMITTEE hereby agrees to release the
DEPARTMENT, its officers, employees, agents, successors and assigns
from any liability of any kind, including, but not limited to, any liability
for any damages, penalties, fines, judgments or assessments that may be
imposed or obtained by any person, agency or governmental authority
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against the DEPARTMENT and/or the PERMITTEE, by reason of any
hazardous substance that may be present by whatever means on, in or
under the Premises. The PERMITTEE hereby agrees to indemnify,
defend with counsel suitable to the DEPARTMENT, and hold harmless
the DEPARTMENT from any liability that may arise in connection with,
or by reason of, any occurrence involving any hazardous substance that
may be alleged to be connected or related in any way with the Premises,
the ownership of the Premises, or this Permit, including the presence of
any hazardous substance on the Premises. The PERMITTEE understands
and agrees that any assessments, fines or penalties that may be assessed
against the PERMITTEE or the DEPARTMENT by reason of any
environmental law violation concerning the Premises, shall be paid,
complied with, and in every way satisfied by the PERMITTEE, and not
the DEPARTMENT. '

Insurance. As part of the insurance requirements under Paragraph 14, of
the general Terms and Conditions and effective at the commencement of
this Permit, the insurance coverage the PERMITTEE obtains shall provide
coverage for personal injury and damage to property caused by hazardous
substances, or any occurrence that may constitute a violation of any
environmental law by the PERMITTEE or the DEPARTMENT. The
DEPARTMENT shall be named as additional insured.
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