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I. IDENTITY OF RESPONDENTS

Respondent Propeller Airports Paine Field, LLC (“Propeller
Airports”), opposes discretionary review. This Answer refers jointly to
Petitioners the City of Mukilteo and Save Our Communities as “the City.”

II. COURT OF APPEALS DECISION

The Court of Appeals correctly applied settled Washington law to
affirm the dismissal of the City’s complaint attempting to raise a SEPA
challenge to Snohomish County’s execution of a contract for an option to
lease in a January 23, 2017 unpublished opinion City of Mukilteo v.
Snohomish County, __ Wn. App. _, __ P.3d __, 2017 WL 326241 (2015)
(hereafter “the Decision”) (attached as App. A to the Petition).

III. RESTATEMENT OF THE ISSUE PRESENTED FOR REVIEW

Did the trial court correctly grant summary judgment dismissing
Petitioners’ SEPA challenge because (1) the “Option to Lease Land at the
Snohomish County Airport Contingent on Compliance with SEPA” is not a
lease and is not, therefore, a “project action” under WAC 197-11-704.
While not before the Court because a “non-action,” the Option would be
categorically excluded from SEPA review by WAC 197-11-800(5)(c)
because use of the property “will remain essentially the same as the existing
use for the term of the agreement,” and could not result in a lease unless the

condition for successful completion of SEPA review was satisfied?



IV. COUNTER STATEMENT OF THE CASE

To allow exploration of the feasibility of constructing and operating
a commercial passenger terminal at Paine Field in Everett and to meet its
obligations to the FAA, the County negotiated an option to lease with
Propeller Airports.! CP 235. The option contains a big “out.” The option
terminates, and the parties will not execute the contemplated lease, if the
condition for successful completion of environmental review under SEPA
is not satisfied. CP 77-78.

A. Reinstitution of Commercial Air Passenger Service Is a Goal of
the Paine Field Master Program.

Reinstitution of commercial air passenger service is a goal of the
Paine Field Master Plan approved by the Federal Aviation Administration
(“FAA”) for the airport. CP 565-96, 661.2 Pursuant to federal grants, the
County must abide Assurance 22(a), which requires the County to “make the
airport available as an airport for public use on reasonable terms and without
unjust discrimination to all types, kinds and classes of aeronautical activities,

including commercial acronautical activities offering services to the public as

' The Option is attached hereto as Appendix A-1.

2 The FAA previously considered all of the impacts alleged by the City and issued a
Finding of Nonsignificance, which determination was upheld by the Ninth Circuit Court
of Appeals in City of Mukilteo v. U.S. Dep’t of Transportation, 815 F.3d 632 (9th Cir.
2016). The 2002-2021 Airport Master Plan Update is found at
http://www.painefield.com/153/Airport-Master-Plan (last visited 4/22/17).
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the Airport,” and to make areas available for lease. CP 659;

http://painefield.com/DocumentCenter/V iew/286 (last visited 4/22/2017).

B. The County and Propeller Air Executed the “Option to Lease
Land at the Snohomish County Airport Contingent on
Compliance with SEPA” To Allow Propeller Air to Conduct
Due Diligence for a Possible Lease.

Snohomish County and Propeller Airports executed in March 2015
a conditional option to lease portions of Paine Field titled “Option to Lease
Land at the Snohomish County Airport Contingent on Compliance with
SEPA” (the “Option”). CP 77 (Appendix 1). The conditional Option
established a license allowing Propeller Airports to access Paine Field to
explore and conduct due diligence regarding possible use of the land for
commercial passenger service. CP 236, 78 at § 4.1. During the three-year
term of the Option, Propeller Airport’s only right regarding use of the
property is to access the property “to make engineering studies” to
“determine the suitability of the Property for Propeller’s proposed use.” 1d.
The Option further provided that “[n]o construction may begin on the
Property until the Lease has been executed and delivered by Propeller and
Propeller has taken possession of the Property.” CP 78 at § 6.

Implementation of any project proposal will occur via submittal of
land use applications subject to both substantive SEPA review and the
decision-making authority of the Director of Planning and Development

Services. CP 237-38 § 19. The Option is exclusive, providing Propeller
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Air assurance that its investment in performing due diligence for the
proposed project would not be lost. CP 77 § 1.

The Option expressly requires completion of full SEPA review prior
to execution of any lease, and reserves to the County full SEPA authority,
as follows:

2. ...This Option may be exercised

following completion of environmental
review as provided in paragraph 7 herein ....

ok

7. Exercise of Option Subject to SEPA
Compliance. Exercise of the Option and
execution of the Lease are subject to
compliance with RCW 43.21C, the State
Environmental Policy Act (“SEPA”).
Propeller and County agree that a SEPA
process must be completed prior to exercise
of the Option and execution of the Lease.

¥k

CP 77-78. Execution of a lease is specifically conditioned on completion
of SEPA review. Upon submittal of applications and permits by Propeller
Air to facilitate the project, the County retains discretion through its SEPA
Responsible Official to determine the type or level of SEPA review.
CP 236.

Mukilteo and Save Our Communities voiced opposition to
commercial service at Paine Field during the environmental review process
under the National Environmental Policy Acts due to concerns including

noise and traffic impacts. CP 661. Regarding reinstitution of commercial
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service, the mayor of the City of Mukilteo stated in February 2009 that
Mukilteo would “[m]ake it time consuming, expensive and stretch it out.
We’ll fight the terminal legally.” Respondent’s Brief at App. 3. Their legal
arguments, however, failed in the Ninth Circuit, as noted in note 1.

C. Current Status of SEPA Review/Land Use Decision-Making.

Since the Option became effective in March 2015, Propeller
Airports has successfully obtained a Mitigated Determination of
Nonsignificance (“MDNS”) dated February 26, 2017 for its proposal to
construct commercial passenger facilities. The County issued a Notice of
Decision (“NOD”) for Land Disturbing Activity on February 26, 2017.3
The City participated in these review processes, but the City (neither
Mukilteo nor Save our Communities) did not appeal the MDNS or the NOD,
and are thus foreclosed from doing so.

An administrative appeal filed by an interested citizen group was
resolved and the appeal dismissed on April 17, 2017, Snohomish Hearing
Examiner No. MSNS 16-109244, 16-10944 LDA, HEA-2017-01. * The
Land Disturbing Activities approval was effective on April 26, 2017, once

the administrative appeal was dismissed.

3 See hitp://www.heraldnet.com/news/commercial-passenger-flights-at-paine-another-
step-closer/ (last visited 4/24/2017). These outcomes are consistent with the outcome of
the Federal environmental review already mentioned and established by City of Mukilteo
v. U.S. Dep 't of Transportation, supra, n. 1.

4 See Appendix A-2.



D. The Superior Court Dismissed the City's Complaint Alleging
That Execution of the Option Violated Provisions of SEPA,
Which Dismissal the Court of Appeals Affirmed.

The City filed a petition for judicial review, writ of review, and a
declaratory judgment order asking the King County Superior Court to
declare the Option void. CP 1-7. The City alleged that the County approved
the Option in violation of SEPA. Id. The parties filed cross-motions for
summary judgment. CP 439-62 (City); CP 209-31 (Propeller Airports);
CP 22-74 (Snohomish County).

The Superior Court dismissed the complaint, concluding that
execution of the Option was not a ““project action’ as defined under RCW
43.21C.031(1) and WAC 197-11-704(2)(a).” CP 655-57.

The City appealed. CP 653-54. The Court of Appeals denied the
appeal in the Decision.

V. ARGUMENT: THIS COURT SHOULD DENY THE PETITION
BECAUSE THE CRITERIA ASSERTED TO JUSTIFY

REVIEW—SUPPOSED “CONFLICTS” AND SUBSTANTIAL
PUBLIC INTEREST—ARE NOT MET

Review is unwarranted. The Decision is not in conflict with
appellate opinions in Washington. No substantial public interest is shown.
The City’s repeated attempts to conflate the Option with a lease
ignore the plain language of the agreement. The City refuses to
acknowledge that the Option expressly conditions Propeller Air’s rights to

a lease on completion of a successful SEPA review. The City has
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unsuccessfully attempted to have the lower courts focus on an eventual lease
that might result. The courts have properly kept their eyes on the Option.
Execution of the Option is, after all, the alleged “project action” that the
City imprudently challenged.

A. The Decision Does Not Conflict with Any Decisions by this
Court.

Addressing the City’s arguments in the order presented, the
Decision first does not conflict with “several opinions of this Court”
regarding the nature of option contracts to warrant review under
RAP 13.4(b)(1), as vaguely claimed by the City. See Petition V.B.1 at 11.
The City fails to identify any decision in conflict. Instead, the City simply
argues why other decisions would support a different conclusion. This is
not demonstrating a “conflict” with other decisions, but only presenting a
legal argument already rejected by the lower courts. The cases referenced
by the City can be harmonized and distinguished, as the Decision
demonstrates. The City does not satisfy RAP 13.4(b)(1).5

Contrary to the City’s argument, the Decision does not conflict with

Supreme Court cases “that hold that SEPA requires environmental review

3 To qualify under RAP 13.4(b)(1), a conflict should be express or premised on
contradictory holdings or legal rules. See Grisby v. Herzog, 190 Wn. App. 786, 808-09,
362 P.3d 763 (2015) (conflict for purposes of RAP 13.4(b)(2) means “inconsistent
opinions” that only the Supreme Court can resolve). See also Mark DeForrest, In the
Groove or in a Rut? Resolving Conflicts between the Divisions of the Washington State
Court of Appeals at the Trial Court Level, 48 Gonz. L. Rev. 455, 459 (2012/13)
(demonstrating that & conflict is a “disagreement between divisions™ that the Supreme
Court has the role to resolve).
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at the earliest possible state.” See Petition V.B.2 at 13-17. This argument
suffers from the same defect as the first: failure to identify an actual conflict.
The City presents general briefing to argue for the outcome it seeks, but
does not identify disagreements or contradictory holdings within or between
the opinions cited. The City merely argues a general principle to which
exceptions and statutory definitions apply. No opinion by this Court is
shown to contain a conflict with the Decision. RAP 13.4(b)(1) is
unsatisfied. Moreover, the legal question is much more precise than the
City portrays. The City fails to identify any decision of this Court
inconsistent with the conclusion of the Court of Appeals’ that the Option
was not a “project action” that required completion of an EIS.

This Court need not accept review to reconcile with the Decision the
law’s concern with “snowball” effects as expressed in King County v.
Washington State Boundary Review Board for King County, 122 Wn.2d
648, 860 P.2d 1024 (1993). The Decision relies on King County to
determine that there is no snowball effect. Decision 19-20. The Decision
observes this area of law, correctly concluding that no snowball effect is
created in these circumstances, like in Int 'l Longshore & Warehouse Union,
Local 19 v. City of Seattle, 176 Wn. App. 512, 309 P.3d 654 (2013), where
a memorandum of understanding was at issue. In both cases the contracts

at issue included agreement about how the parties would comply with SEPA
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before taking actions that could have an adverse environmental impact.
Decision 20.

The Decision is correct, moreover, when it concludes that the
County’s decision to approve the Option is not only not a “project action”
under RCW 43.21C.031(1) and WAC 197-11-704(2)(a), it is categorically
exempt from SEPA review under WAC 197-11-800(5)(c). Decision 15-
16.5 As the County has argued in its Answer, the City’s Petition fails to
address this contention which supports affirmance. Authorized use of the
property will remain essentially the same as the existing use during the term
of the option agreement. Agreements like the Option are exempted from
environmental review “to avoid the high transaction costs and delays that
would result from case by case review of categorically exempt types of
actions that do not have a probable significant adverse environmental
impact.” Dioxin/Organochlorine Center v. Pollution Control Hearings Bd.,
supra. The conclusion that this action is not subject to SEPA review is

consistent with this Court’s opinions and the statutory scheme.

6 WAC 197-11-800(5)(c) reads:
(5) Purchase or sale of real property. The following real property transactions by
an agency shall be exempt [from SEPA compliance requirements]:
L2 2 )
(c) Leasing, granting an easement for, or otherwise authorizing the use of real
property when the property use will remain essentially the same as the
existing use for the term of the agreement ...

WAC 197-11-800(5) (emphasis added).



The Decision is not in conflict with Columbia Riverkeeper v. Port
of Vancouver, 185 Wn.2d 1002, 366 P.3d 1243 (2016). To begin, a
significant distinction exists because Columbia Riverkeeper involved a
lease, not an option. The “action” by the County is not comparable to the
action by the Port of Vancouver at issue in Columbia Riverkeeper. Leases
are project actions (see WAC 197-11-704(2)(ii)) and are not exempt, unlike
options. SEPA is not triggered by the action at issue in this case. Columbia
Riverkeeper, therefore, has little relevance and creates no conflict.

Additionally, this Court denied the SEPA challenge in Columbia
Riverkeeper, like the Court of Appeals denied the City’s SEPA challenge.
The City attempts to distinguish this outcome at the same time it argues the
decisions conflict. The decisions are in accord. The Court should reject the
City’s argument that unlike the lessor the Port of Vancouver in Columbia
Riverkeeper, here the County cannot “make alterations to the lease in
response to environmental review.” Petition 16. This argument is
unavailing because the County would not have to alter the lease “in response
to environmental review,” because rejection of the lease would be self-
executing. If the condition of completion of successful environmental
review were not satisfied, Propeller Airports would have no right to exercise

the Option. The parties could choose to negotiate a different lease and make
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whatever adjustments they wished based on the outcome of the
environmental review, but the Option would be defunct.

Fundamentally, the Option does not preserve a right to a lease unless
the project successfully satisfies environmental review. While the Port of
Vancouver had the option to “back out” of or modify its lease, here the
County would not even have to “back out” because the Option would simply
terminate on its terms. This Option and the lease in Columbia Riverkeeper
accomplish the same thing: the contemplated projects will observe the
outcome of an environmental review process, or they will not alter the status
quo. And, in the case at bar, a party like the City can challenge the
environmental review process which may serve as a prerequisite for a lease.

In sum, the outcome and rationale of the Decision is consistent with
the outcome and rationale of this Court’s prior decisions including
Columbia Riverkeeper.

B. The Decision Does Not Conflict With Another Court of
Appeals Decision.

The Decision also does not conflict with Magnolia Neighborhood
Planning Council v. City of Seattle, 155 Wn. App. 305, 230 P.3d 190
(2010), contrary to the City’s argument. See Petition 17-18. In Magnolia
Neighborhood, the City of Seattle approved a specific plan for residential

development of a former military base without environmental review.

-11 -



Critically, there was no mechanism to trigger or require environmental
review upon any future action if the project obtained federal approval.
Rather, because the approval had “binding effect,” the City would be
committed to pursue the project without environmental review. 155 Wn,
App. at 314.

The present situation is different, as the Court of Appeals correctly
concluded. See Decision 8, 11-12. The Option “is not ‘binding’ as that
word is used in Magnolia.” Decision 8. Additionally, here the Option is
conditioned on environmental review occurring. When the environmental
review occurs according to the County’s processes, those decisions will be
subject to administrative and potentially judicial review under SEPA. See
Int’l Longshore, supra, 176 Wn. App. at 519 (citing State v. Grays Harbor
County, 122 Wn.2d 244, 250-51, 857 P.2d d1039 (1993)). Whereas the City
bound itself with no environmental review in Magnolia Neighborhoods,
here the Option is not binding and is expressly conditioned on
environmental review occurring.

No conflict is shown.

C. A Substantial Public Interest Is Not Shown.

This appeal presents no compelling issue regarding SEPA review

that other cases have not addressed. RAP 13.4(b)(4) is not met.
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The issues presented are not novel. The Court of Appeals resolved
them by drawing upon a developed body of case law concerning SEPA
review. This Court issued the Columbia Riverkeeper decision only a few
months ago in April 2017. The Decision is consistent with that guidance.
Nothing demonstrates that this Court should so soon take up similar issues
or that any clarification is needed.

As noted, infra, p.5, the process has moved on since this lawsuit was
filed in the King County Superior Court. Propeller Airports concurs with
Snohomish County that the dispute is moot. See County Answer.

An option is very specific to the precise facts and circumstances.
The City does not explain how addressing use of an option — or reviewing
the unique terms of such a device - presents a question of “substantial public
interest.”

The proper venue to pursue the City’s substantive environmental
concemns, if any, was in the adminstrative proceedings noted above. The
City relinquished the opportunity to appeal the MDNS, yet continues this
misguided attack on the Option through the Petition for Review filed on
April 5, 2017. This weighs against a conclusion that the Petition presents
issues of substantial public concern regarding the environmental impacts of

the contemplated project that the City can substantiate.
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Seohomish County Paine Field
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EXHIBIT “A” 2

Lease Area: (See Exhibit A2)

That portion of the southeast quarter of Section 15, Township 28 North, Range 4 East, WM.,
described as follows:

Commenclng at the southeast corner of said Section 15,

Thence N88°42'22"W along the south line of sald section, a distance of $53.33 feet;
Thence N1°17°38"E, a distanca of 507.47 feet to the True Point of Beginning (TPOB);
Thence N45°00'00”W, a distance of 179.6] feet;

Thence $S46°37°57°W, a distance of 318,91 feet;

Thence S45°00°00”E, a distance of 124.28 feet;

Thence N45°00'00"'E, a distance of 1 13.87 feet;

Thence NOG*00'00”E, a distance of 65.67 feet;

Thence N64®08' 197, a distanco of 54,87 feet;

Thenee N45°00°00”E, a distance of 106.63 feet to the TPOB.

Situate in the County of Snohomish, State of Washingion.

Containing an arez of 48,989 square feet, more or [ess.
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Snohomish County Psine Field
Survey 4305/RRV306-105
Scefor 2 Lease Legn!
December 9th, 2014

EXHIBIT “A” 3

Lease Arca: (Sve Exhibit A3)

That portion of the seutheast quarter of Section 15, Township 28 North, Range 4 Eaat, WM., described

13 folaws:

Commeneing 22 12 southeast cornar of s i Seciian 15

Thence N83°42°22"W slong the south line of said section, 2 disiance of 1920.2% fet,
Thence N45°02°' 38", a distance of 85.25 ivet 1o the True Point of Reginning (TPORY,
Thenze N45°C0°537 W n distance of 421,08 feet;

Thence N43CR'00"E, a distance of 233.51 fvet:

Thence S45%00°00°E, ¢ Tstenee of 17423 feot;

Taence N43CON"H, o digmaace of 190,00 frey;

Thence NS00 W, a cizsanze of 140.00 foer;

‘Thence N43°00°060"E, & distance of 35.19 fect;

Thenee N43°03°04°}, a distance of 150.61 feat;

Thence S45°00° 00K, a distance of 250.00 fee;

Thence S45°00°00~W, a distance of 9.00 feet;

Thence S45%00°00°°E, a distance of 44058 fect;

Thence S48¥3'CO™W, ¢ ¢isance ¢T272.55 faet;

Thence N43CO 00" W, adisance of (2019 (et

Thenee $42°00 00" W, a distznes of 45.50 feey

Thence $84°3741”°W, a gistance of 170,19 feet;

Thence S45°02°28"W, a distance of 136,33 fuet to the TPOR,

Situate n the County of Snchomish, $1a(e of Washington

TSNS £ L4
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Snchomish County Paine Field
Survey 4305/RRO306- 105
Sector 2 - Lease Lepal
December 9th, 2014

EXHIBIT “A” 4

Lease Area; (Sce Exhibit A4)

Tha: pemion of the nartheast quarter ¢f Secticn 22, Township 28 North, Rarge 4 Bast, WA
descrized as foliows:

Commencing at the northeast corner of said Section 22;

Thence NB§“42'227W a'eng the north Line of sa’d section, a distance of $95.09 feet;
Theice S1°17°38"W, a diztanse of §02.8C faonio the True Point of Beginning (TPOR):
Thence S0°00°00"E, a distance of 198.47 fect;

Thence NE8°45°3 17W, a distance of 120.67 feet;

Theace N1°[4'2970%, a distance of 193 48 feet;

Thence NER48'25"E, a distance of 116.48 feet to the TPOB.

Sitnate in the Counly of Snokomish, State of Washington.

Coantaining an area of 23,230 square feet, more or less.
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Return Address:

Snohomish County Property
Management

3000 Rockefsier, MIE A0+
Everett, WA 98201

Document Title(s) or transactions contained therein);

Land Lease (Construction by Lessee}

Lessor(s) (Last name first, then first name and initials)

Snohomish County

Lossee(s) (Last name first, then first name and initials)

Propeller Airports Paine Field LLC, a Delaware limited liability company

Legal description (abbreviated: i.c. lot, block, plat or section, township, range,

qgtr./qtr.)
Portions of SE & NE Quarter of Sec 15, TWN 28 N, Range 4E, WM and a

Portion of NE Quarter of Sec 22, TWN 28 N Range 4E, WM

[C] Additional legal is on Cxhibits A-1, A-2, A-3, and A-4 of document

Reference Number(s) of Documents assigned or released:

N/A

Assessor's Property Tax Parcel/Account Number

Partiong of 2884150040001, 2804150045101, and 26042200100139

The Auditor/Recorder will rely on the information provided on the form. The siaff
will not read the document to verify the accuracy or completeness of the indexing

informaton.

1
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SNOHOMISH COUNTY AIRFORT

LAND LEASE
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LAND LEASE

SNOHOMISH COUNTY AIRPORT
PASSENGER TERMINAL PROJECT

THIS LEASE, dated as of _ ({the "Efectve Dale’) is mede by and
belween SNOHOMISH COUNTY (the "County”) and Propeller Airports Paine
Iield LLC, a Delaware limited liability company ("Propeller”).

RECITALS AND DEFINITIONS

A County is the cwner and cpearater of Pzine Fisld, & Par: “39 oirpont
located in the County (the "Airpont”).

B. County is required by federal Grant Assurances, federal law, 49 U,S.C.
47107, and regulations and policies of the Federal Aviation Administration to make
reasorabie ascommodations for Passenger Aldines who Cesire to sarve Palne

Field,

C. County has determined that it is in the best inferests of the County and
the travelling public and consistent with its lega! obligations to accommodate
passenger ‘aciites at the Airport to do so in a manrer that minimizes vperationa’
and financia. risk tc the County and to the Airport.

D. County believes that a public-private partnership is the most appropriate
means by which to provide accommodations for Passenger Airlines.

E. Becausa the Alrpot does nal cuarrently have 2 terminal for Passengar
Airlines and is nol currently served by Passenger Aidines, the County has the
opportunity to enter into an arrangement by which scrvices for Passcnger Airlines
are provided by a contractor or tenant under the supcrvision of the County.

F. County believes that accommcedatng the ceveloziment ©f & small
termonar w'l be sufficent o accommocate neecs ‘or Passsnger A'rlnes far the
foreseeable future.

Propeller Lease ~ Page 5
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G. County has cooperatixl with the Fedoral Aviation Administration in
review and analysis of the environmental impacis of the development of a terminal
and ancillary services for Passenger Airlines,

. Prozeaer is 11 the pusiness of sasng, daveoping, mangging ano
opuaﬂng both yeneral aviation and commercial service airports.

l. The ’“ounty and Propeller desire {o enter into this Lease for the design,
conslruct Len, marianance gnd vperatian of 2 carmmercial air carricr lorminal and
re‘atad Tachities tu serve Passenger Alnines at the Airport

J. As uscd herein “Leasc” shall refer to this Land Lease and all
attachments and exhibits hereto.

K. Ag uscd herein, 'Fassenge- Airine(s)” shall mean persons ogarsting or
intending to operate Civil aircratl as an air carner or commercial oparator, or bax .
in air commerce as defined in 14 CFR Part 119.1 and whose operations are
conducted under 14 CFR Parts 121, 125, 129 or 135. '

ARTICLZ [ - PROPERTY
1.1 Descrigtion of Propedy.

a. The County hereby leases to Propsiler and Propeller hereby
jcases from County the propetty situated in Snohomish Courty, State of
Washington. Snohomish County Airport and iegally described in Exhibits A-1, A-2,
A-3, and A4 sttached hereto and herel~afier ¢aled ing "Property’  Forjllustrative
nurposss Exhibit A-5 Overan Diagram and Exhikit A-5 Overall Phcto are
attached to show the overall spatial relationship of the Property.

b. The Property will be transferred 1o Propeller free and clear of all
lions, ciaims and other encumbrances in each case except as otherwisn expressly
sof forh in this Lease,

1.02 Uszofing Properiv

a. Mopeller shall usc the Property unly for the construction and
operation of a passenger terminal complex consisting of certain buildings and
improvements localed on the Property (the “Terminal”) and related automobile
patking faziites and other Lzes ancilary and incidental thereto 'n accerdancs witn

Propoiier Laass ~ Page G
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e termg and provisions of this Leasc anc for no ower purpess without tne writien
consent of the County. The Terminal, together with the related autonobile parking
and ancillary facilities are described in Exhibit B attached hereto, and made a part
herso® und are co'lectvely refarred fo herely as the “Frojact ™

b. No delay or failure of the County to object to any improper or
illegal use or other use contrary fo terms of this Lease shall constitute a waiver of
the Coonty's right ‘o claln a braach for such use.

¢. Propeller shall keep. maintain, and surrcnder the Property in a
neat, clean, and safe condition consistent with the normal operation of an airport
termina: facility &nd i~ as good cond'tion as the samve now is (as inprovad by the
Project), reasonable wear and tear excepted. At the ena of the Term (as defined in
section 2.01) or carlier termination or retaking of possession, the County shall,
within ten (10} days, give Propeller written notice of any defaults by Propeller
hereuncer If Prupelier does not remedy sama wiinin thirly (30 days after delivery
of the written notice (which thily (30) day period shal! be extended for an
additional thirty (30) days, il the same cannot reasonably be cured within thirty (30)
days and Propeller shall have commeanced the cure within such thirty (30) day
period and is diigently using rezsonehle effcrts to cure sams), the County may
cure stich defaults with its own personne! or independent subcantraclors, charging
the actual, out-of-pocket cost of the same to Propeller. Any cost charged,
including lost rent, shall be immediately dua and payable by Propeller.

d. Propeller shall keep the visibic area of the Property and the
Project :ind access, loading and parking areas free of debris and in a neat, safe
and attractive candition consistent with the operation of a passerger termiral,
Propeller sheli rot use such greas for storage or for other inzn normal Airpert
operations and loading and parking activities and shall not obstruct the access,
parking. or loading areas of other tenants or users of the Airport.

e. Propeler shal not create any fire, salety, ur health hazard cn any
Airport property, shall not usc or permit siny use of the Property in a manner that is
inconsistent with the normal operation of an airport terminal facility so as to
produce noxious or dangeruvas fumes, oders, smoke. physical waste or uniawfu’
roise, and shall not make or permit any other use of the Property which
constitutes & nuisance, physical wasle or an unlawful use, materially interfcras
with the use and occupancy of other Airport property, or cause cancellation of any
insJrance policy cn the Property.

1.03 [nspection. County reserves the right to inspect the Property and
improvements thercon at any and all reasonable times thraughout the Term of this
.&ase in order to cenfirm comparce wth this Lease, the Oparatirg S:81cards as
set forth in Exhibit C (the “Operating Standards’), federal granl assurance

Propeller I.case — Page 7
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obligations (of which Tenant has been notified or is otherwise wware) and other
applicable local, state and federil laws and regulalions. A copy of the currently
applicable grant assurances is attached hereto as Exhibit F and incorporated
horein by this reference. Counly shall provide Propelier with ot least 24 hours’
notice of any suck irspectisn (excep! in the case of eTergsncy, ir whick evert, no
oncr notice shall ba required), anz suteh inspection shall rot intefere Liduy with
Propeller's opcrations. The right of ingpection rescrved to the County hereunder
shall impose no obligation on the County to make inspections to ascertain the
condition of the Property and shull impose no Hability upon the County for failure to
make such inspoections. Propeller shall allow access for an annual certificate of
occupancy fire and safety inspuction by the County Fire Marshal. Propeller sha'i
pay tme cost of the znniua. cet'ficate of accLpancy fire anc s&'ely irspection and
any re-inspection in the event of a violation iequiring correction caused by
Propeller.  Propclier shall allow access for other fire, safety and insurance
inspections by the County, provided that such inspections shall be without charge
to Propeller, undertaken at reasonable times and upon reasonablc advance notlce
ta Propeller and shall not materially intefere with Propeller's use and occupency

of the Project.

1.04 Construction by Propaller

a. Propeller, solely at its cost, shall design and construct or cause to
be constructed the Project on the Property. It is understood that the plans and
specif sations for the Project a~s not necessarily in compiete detai’, and tha' the
fina plars. spucificaticns, details, and locelion of corstructor of the Project within
the Property shall be supject to the approval of the Airport Director prior o the
construction. A duly licensed architect selecled by Propellur will prepare
necessary construction plans and specifications for the Project al the expense of
Propeller. The Airport Director will not unreasonably withhold, condition or delay
approval of such plans, specifications, detail and location. The goals of the
construction p'ars ars o enceavor to achisve system integrizy and safoty, promete
sustainability 2~c protect airport operaiions capacity and expansion opiions. 4
reproducible PDF and CAD disc copy of all as-built building and utility plans
constructed as part of the Project shall be furnished to the Airpart Director upon
completion of construction.

b. Except as provided in th's scction, the PFruject shall be
constructed cansis’en: witn approvals already provided by the Federa! Aviation
Adminisiration ('FAA"} tarough its Envirenmental Assessment, Finding of No
Significant Impact (“FONSI") and Record of Decision ("ROD") dated December 4,
2012, If Propellcer desires to construct facilities for which FAA has not otherwise
provided environmental clearaince and regulatory approvals (including, without
iimitation, Airport Layout Plan approval}, Propeller shall be responsible for all

Propcier Lease -- Pagc 8
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aspecls ana costs of securing any FAA approvals required for such fachitics. The
County will, at no outside cost to the County, cooperate with I’ropeller in il effort
to seek such additional approvals and promptly cxecute all necessary applications
and other documentation as may he reauired in connection therewith.

c. Propeller shall commence construction of the Project within six
{6) months of the Effrctive Date and shall complete construction of the Project
within twenty-four {24) months after commencemant of construction, subject to any
event or condition beyond the control of Propelier, including, without limitation
sirikgs, ‘abor csodies, acts of God, the elemerls, governmental restrictons,
regulations or controls, governmen! moratorium on issuing permits or approvals,
cnemy acfion, civil commotion, fire, casualty, accidents, mechanical breakdowns
or shortages of, or inability {0 obtain, tabor, utiliies or malerials, which causes
delay or similar concitiors that grs boyond the contol of Propellen. Failure o mest
the ccmpletion deacline cue to ihe intentional ast or omissior by Fropeller shall
constitute a breach under this Lease.

d. Propeller shall be fully responsible for all construction and alj
activitles incidenta’ thereto (subiect to cooperation of the Ccuniy as sst farth in
clause (b) abave]. Prope. er shal cause Fropeller's construction wark, if any, to be
performed by licensed contractors. The contractors shall provide a performance
and payment bond covering alf construction work.

e. =aumcration of obligations ir tr's ssction shall not excluce
Propeller, during construction, irom cbligations which are siated e.sewherc herein.
Obligations stated in this section shall be imposed upon cther activities of
Propeller, to the extent applicable and reasonable.

f. Propeller shell pay all cosis of consiructiag the Project. including
grading, paving or any cther deve.opment costs, intiuding a, permits, and costs of
utility installation, relocation, or removal required by the Project and Propeller's
use and occupancy of the Property. The County shall not bear any cost
whatsoever ol the design or construction of the Project or financing or refinancing
of the ccst of the design or construction of the Projecl. Proze'leris rot ar agent cr
:mployee of the County bul undertikes any activity hereunder solely in its own
behalf. All risks of loss to any improvements now or hereafter constructed by
Propeller shail rest on Propelier, unlass any such claims, damages, liabilily, foss,
cost or expense arise out of or are due to the sole negligence or willful misconduct
of the County. the Arpurt Direstor or thelr respeciive reprasentzives, agenis,
cmployees, licensees, invitees or consultants.

g. All work and material shall be of good quality, free of defects and
accomnlished in a workmanlike marnner in conformity with anoroved plans and
specif.catons.

Propelicr | ease - Page: 9
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h. Propeller agrees that the height and configuration of any and all
buildings and improvements scl out on Exhibit B shall be subject to any restriction
caused by existing landing, runway, or taxiway requirements of the Alrport as
indicaled in the Master Plan and cther public planning decuments that have been
made available ‘o Prope’er crior to the Effective Dats, 'Work ardfor matenal not
in accord with the foregeing s-all be corrected, remeved. replaced, andic’ repairay
#t Propeller's cxpense upon written notice by the Airport Director. If such work
and/or material is not so currected, removed, replaced, and/or repaired by
Propeller within a1 reasonable time of such notice, the County may cortect, remove,
replace, and/or repair such work and/or material al Propeller's expense,

i Al constructon skal compiy with recuiremenis impossed by
federal regulatory agencies including, without limitation, the TSA, FAA, and (if
applicable) Customs and Border Protection. Propeller shall submit all construction
plans to the County for review to cnsure compliance with regulatory requirements,

j. Any water systems associated with the Project shall be installed
and ma:ntained by Propeller accedirg to the requiremarts ¢f the Mukiitec ‘Water
District, subject to the approval cf the Airport Direcicr (such Airpert Cirector's
approval not to be unreasonably withheld, conditioned or delayed).

k. Propeller shall comply with applicable rules and requlations of the
County Mukiltco Water and Wastewater District, the City of Fverelt, or other
appilcable sewer disirict s pertairs to sewage disposal. Such gystem shall nct be
used for storm drairage or ‘he discharge of any effiuent deemed by the Al-port
Director (such determination (¢ be reasonably made) or the Nukilteo Water anc
Waslewater District or City of Everett (if applicable) o be harmful to the system.

. All work by Propelier shall be performed in a safc munner both on
the Property and with respect to any other County property at the Airport which
might be utilized or affecied by any activity of Pruneler, Work stal be performed
so &8 not to raterially ‘nterfore withy the use of cther Airpor property by the
CGounty, its other tenants, or other users of Airport praperty. Propelier shall keep
the Property, and any other Airport property, free of waste materials and rubbish
caused by the work, Material and/or equipment shali ot be placed or stored upon
Airport property other than the leased Properly without the advance written
consent of the Airport Director.

m. The Ccuniy shall not ba liable far gy camages in conrestion
with the approval or disapproval of any plans and specificalions or any
construction or othar activities of Propeller on the: Property, or the enforcement or
failure to enforce any provisions of this Lease. The County’s approval of plans and
specifications shall not constitule the assumption of any responsibility by the

Propelier Lease —~ Page 10
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,‘.

County or its represeriai’ves of Lie acsuracy, ¢.e.ency, o zubiciz~ey tharad’, and

Propelicr shail be ssiely respansiblc .he,reforu.

= Propeler agroes o iademnily defend and hold barmless the
County “ and to the extenithal any 'atu My 15 impssac upon the County as a result
of or reiated 10 consiructon of the Projeot that is tha respansibility of and is to be
oerformad biy or ceused tc be ne; mrmd by Properer,

0. Subject to the County's appfoa-’al, w='on aporovd, shell not be
unreasonably withheld, conaiticred c¢r deayed and subact to he terme and
provisions of section 1.09, the Cour'y :-nf{no.xlcdses that Propeller may erterinto
collateral assignments of ali ¢f Propolier s right tills asa inferest in and to the
Project, including, withod: limitation the Projeci contracts. the Project plans and
spenificationg, licerses ard e its, 4 peuo'ml p-cperty and appurtenances and
adéitors thereto and eli marhicery and equipmant iocated thereon, in favar of o
leasahcid rorigagee.

p. Subject {o the requirer-ents of any parm'ttec leasehold rnngage
in effect at such time or in effect troroafter (as same may ba amerdes, madified,
supplemented, cxtended or repiaced from tima ta time) and sutq.—m to the tenrs
and provisions of scctions 1.08 and .04, pric- to the comreorcement of
construction of the Proiect. and thereafier in conneclion with any additions,
replacemern’s or subsiiuions (¢ o for contravts re’atng fo the developmenl and
constraction of the Projert as securty fo- the substan: ml completion of the Project

and the performance of Prepeller’s ohligations under this section, Propeller herchy
colateraly assigns to the (,ount_/. sugject te the superior rights and interests of a
leasehold mortgagee (a) the benefits inLring to srd the obligatiors fo- the benetit
of Propeller under any and all centrects relating to the construciion and
development of the Project and the right to erforce the sama in the County's
“name, following the occurrenze of a default and the axpiraticn of any notice and
cire period set forth in secon 7.01. anc (5} the righ: to the dse of the Project
plans and specif.cat ons in cenrection wh such erforcement.

1.08  Action Reguest Forms. A' reques's by Propeller for action by the
Counzy regarding the Proporty shal be in writing and submitted to the Business
Mznager at ‘ne Snchomisn County Airpors Office. Al complaints by Propeller
concerning the conduct of County enrcloyeess shall be in writing ard submitted the
Business Manager at the Snohemish Comz‘_.' Alrport Office. Aztior Reguest Forms
may he obtained at the Snchomish County Arrport O,

1.06 Tenarzt impioverrert Ferms. Pricr 10 making any mratenal changes
or improvemetts 1o the Property, and sfier issuance of the certificale of
OCCUNZTY, Propﬂler s'ﬂ"' sibmt a2 Tenart Improvemen: Form to the County for
aporova by the Airpent Director (soch approvel not to te unreasonabty withheld,
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conditoned or delzy2:d:. Tenan: .mprevamant Ferms meay be obtained at the
Snohomish Courty A rpoit Cfiicz. Prope er shi™ mainta™ all iroroyemoens mado
puisuant to this secltor.

1.07 Othor Constiroctior Related Provisons

Ay gererai caontractor agreament shail roduire thal -he genera: ceniuctor or tre

coriractors igro in tme absence of a gereral contractor) { Contractor”) to warrant,

stbiect to customury oxclus’ons, 1zt the wer< in guestion shall be free of

defective materic's ard workmanship at lezs! ane (1) year following the substantial

completion of the work i questicn.

Any contraclor agroomoent gssocialed with the Projact shali orovica that it shail be
!

governed by the laws of the State of VWasqingten.,
A. INSURANCE DURING CONSTRUCTION:
Contracter's Irsuranne.

Prior to the County's acprova! of construction «t the Preperty (such approval not to
be cnreasonably withield, condilionaed or doayedy and permiling contractors
access andfor the porformance of any cansiruciion at the Projerty, the Conlractor
shall provide to Proocller and the Ccounly Cettficates of s rrance anid
Endorsements  acceplable o the Ceouniy mecting the reguiremionis of the
contractor's agreement (specific insurarce coveraye limits are sot foth below).
Covcrage shall be mintaired without interruption fraom the commencement of the
Ceniractor's werk unt’” such woerk s complate in accordaras with the terms of the
contraclor agreement. Each pulcy abtained by Conrtractor shall be endorsed to
provide Propeller witn 20 days notics of mater a. changes to ur cancelfation of
s.ch polizy.

If thae scope ¢f tha coniraclor¢ agreemarnt is significenly expanded, or if the
agyregale Iimits on ary of the Contraciors coicies are eraded. tha County may
require Propelter to cause the Cortractor to odtain additonral coverage ¢r reinstute
eroded coverage, If the reed for addivonal coverace s ale to tha fadlt of the
Contractor or any of its subzortractors, the Ceontractar shall be respersible for the
cost uf such adcitional soverage or any of its subcontractors coverage. The
Contractor shall provide sroof of addiional insurarce required because of
shange work (Cherge O-ders)

If the Cernructar is requ red to canrect damaged, defectve - incomp'ete work (/e
punch list iterms’ afiar the work is substant.aily commatec. * =hall abtein at its own
expense such insurénce covoragn as is raguired by the Cortract, for the
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corsirugiicn perics Sueni coverage stall ps sairtared throughout tho poriod in
which correclive work is performec.

Revicw of Cortractor's nsurancs by Propeile- ¢r the County shall not relicve or
decrcase the duty of the Corbacter to corzly with the rsquiremeants of e
contraclor agreemert.

Nothing contained within these provsions snall affact a~d/or alter the applicaton
of any other provision within this Leass.

B. WAIVER OF SUBROGATICN

Propeller shall cause tne Conyactor w0 waive, pursiiant to he contractor
agreement, ai richis acainst Propaler, the County or ‘neir respeclive consultants,
or any separate conlracturs, a~d treir agerts and employens, ‘or damages calsec
by fire or other periis {c (e extunt such damegn ccst is acluaiy pait by property
ins_rarce applicadble to the wors. The contracior agreement shall require the
Contractor to require simiiar wa'vers frem al subzontractors. Thnis provision shal
be valid and enforceable only to the exient permissit!c by 1he anplicable property
fnsurance policies.

C. EVIDENCE OF INSURANCE.

The Cortractor shal furtish Propeler and ihe Ceunly with Certificates of
Insurance and cndorsements rcauired by this Lease and the contraztor
agreement, All evidences 0f insurance rmust be cerfied by a properly authorized
officer, cgent, genera egent or cualifed representative of the insurer(s) and shall
certify the name of the insured. the¢ type ard amount of insurance, the lccation
and operations to whicn lhe insurance applies, tre expiraticn date of the policy.
All subcontrastors sna' te cequired o incude Propeller, the County and
Contractor as additional inswecs on all Lieblity pclicies excapt Workers'
Compensation and Profess.onal Liability Errors and Cmissions.

D. MINIMUM STCOPE AND LIMITS CF INSURANGE.

The Confracior shal' ba required pursiant to the contactor agreement to obtain
ani mgintain the mnimum irsurance set forh becw By requiring such minimum
insuriance, neither Propeller nor ths Courty snall ve deamed or corstied o have
assassed thoe risks that may be apohicasle to tne Contracior unhder the contractor
ag-eorren. Tne Coniractor shal assess 1is own risks and if it dcems appropriate
and/or prudent, maintain greater . vits andior broader coverase. Eacn nsurance
policy shall be wricn on an “occuirence” {uir: exceclirg that insurance fui
professioral nabity, crrors and amissioirs wner “eaquired, may he acceptable on a
“claims madc” form. If coverage: ‘s approvec and purchasad on & 'claims made”
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bas's, the Cortraciar shall warrant ceatinuation of coverage, aitner thruugh policy
reliewals or tng surckase of an ocxtended discovery seriod, if such extendod
voverage is avaiiabie, ior rit less ner thrac yoars (or suc’: oirer cerod as shal.
be accestabls to the Cortractor) from ine date of comnieien of ths wor< wheh is
the subjuct of tae cenracios agree:men:. lisuraace coverage shall be at least as
braoad as stated below an: with lir.:s ne less inan:

D1 Generai Lihility, Coverzgs chal be at least as broad as Insurance Services
Office form number CG CT 37 cowering COMMERCIAL GENERAL LUIABILITY.
$5,000,000 combined sirgle fimit per occurence, anc for those polizies wik
aggregate [ ™is, a $5,00C.C00 aggregate limit,

D.2 Explosion & Coilapse, Jndererund Damage (XCU)Y. Ceveragas shall apply
for tho sume limits as the Gengral Liabitity, Evidence of Insura-ce must specifically
state covarage has rot beon excludes,

N.3  Automobile Liability. Coverage snall be al least s broas as [nsurance
Services Office farm rumber CA 00 01 covaring BUSINESS AUTO COVERAGE,
symbol 1 “any auto”; or the combinalion of symbols 2. 8 nc €. 35,000,000 (air-
side:}$1,000,000 (land-side) comiined single im't per acc'der®,

N4 ‘Workers' Compensation. Sizutery requiremets of the State of residency.
Coverage shall be at least as broad as Workers Compansation caverage, us
requircd by the Ingusinial Insuranse Act of the State 2f Waskirgton, as wzll as any
similar coverage reguired for this work by applicab ¢ “ederal or “other States”
State Law.

N5 Employers Liability or "Stop Gap”. Coverage shall be at least as broad as
the protoction proviced by the Werkers Compensation pulicy Part 2 {Employers
Liability) or, in slales with menope'stic state funds, the protection provided vy the
"Stop Gas” endorsement to the ganeral | akility policy.

D6 Buildet's Riskfinstallation Fleoaier The Contractor shall procure and
ma.1:ain during the fe of the congiruction, "All Risx” Bu' ders Risk or lastalation
F.oater insurance at lcast as boac as iSO form numae CPJ020 (Builders Risk
Coverage Form) with :SO form number CR0030 iCauses of Loss — Soecial Ferm),
The coverage shall insure ‘or diract shysival [oss to p-operty of the ertire
gonstrucion projsct, ‘or 100% o the replasemen: value thercaf and include
earthquake and flood. Notrirg hereir provided for shall in any w2y excuse the
Corttractor or ifs suraty frcm the ctlication of “urnishing #ll the required matarials
and comolelirg the woc n 7l cornpliarcs with the 18 ms of the contract.

D.7 Professional  Liacifly Errors end  COmissiors.  $1.000,000 per
slaiimiaggregaie. Tne Cortractor stall submic preof of Insurance as part of the
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requircd submittals or grovide evidence of como arce fimm as suboontqacion tnat
these insurance -cquremenis have baen mel 15 ceys prov @ baginnng of the
work designated to be performred by o profassionzs’ pursuant 1o ine contractor
agreement,

E. DEDUCT IBLES/SELF-INSURLED RETENTIONS.

The deduclible and/or sef-insurcd retent.on of ne policies shal' ot mit a7 apply
to the Contractor's liability to Fropelier o the Ccunty arc shall be the sole
responsibility of the Contractor.

F. OTHER INSURANCE PROViIS.ONS.

The insurarce go'icies rsoudirad of tee Contragior in the contctor's agreement
are to cortan and be endorsed to corta n tne folow'ng provisions:

1. With respect to all Liab'lity Pulicies eoxzept Professional Liability and
Workers Compensalion:

a) The Counly, Propeller, and the's rospoctive officers, offic’als, employees,
and agents and consultasis ar2 o be covered as addiora insureds as respecs
liability arising out of activiies verformed by or on behalf of the Contractor in
conneclion with the centractor’s agreemart.

(b)  The Centracicrs nsurance covsrage shall be primary insurance as
respects the County, Proneller, and their respect've officers, officials, employces,
agents, and consultants. Any insurance and/cr sell- nsurarce maintained by the
County, Prapeller or their respuctive cficers, officials, cmplayees, agents and
consuitants shall not contribute with the Coritractor's insurance ur benefit the
Contractor in any way.

()  The Coniractor's inrsurarce shall aon'y separaicly ¢ eacn insured against
whom a ¢'aim s mado aedior lrwsditis brougH!, cxaopt with respect to thoe limits of
the inzurer's ighi ty.

C. ACCEFTABILITY OF INSURERS.
Unless otherwise approved by the County
1. Insurance is to be placed with insurers with ¢ Best's raling of ne less than

AV, or, if not rated willk Bect's, with mpimam surplases the equivale -t of Bast's
surplus size VIil.
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days following roceipt of such notice from the County to give wrillen notice of
rcjection of the adjusted rent. In the event of such a dispute, the parties shall
submit the rent adjustment to cubitration within 10 days of disputing same. Within
suck “0-day purad, Propeller shall select and nay e feas far une arbitrater and
County shall select eanc pay e feas for one arhitrator, Witnin 1C dzys of thelr
sclection, these two arbiraters shali select a thire asbirrator. Each arhitrgio- sha!l
b a commercial real estate M.Al. appraiser conducting business in Snohomish
County, Washington and have not less than five (5) years active cxporience as &
commercial real cstate appraiscr in the leasing market in Snohomish County,
Washington. The Board of Arbitrators shall together determine Fair Markaet Rental
Value of the Prepenty. Tna Beard of Arbiiqators. after a review of all nertimert facts,
may increase or diecregse such rents, or cortinue the pravious rate t~erecf. Any
rental during the period for which readjustment is being done by the Board of
Artbitrators shall be paid at the rate fixed by the Board of Arbitrators and shall be
retroactive to the commencement of each three (3) year period. All fees, costs
and expenses of the third arbitralor shall be shared equally between the parties.
The dseterminatiors made by the Beard of Arbitrators stall be final ard b'nding
unon the paries. This section shali not In any marner te construed te limit the
r.ght to readjustment f required by statutes of tre Stete of Wasnington.

3.05 Latc Payment of Renl. Rent shall be delinguent if not paid within
fourteen (14) days after due, if payment is received after such datc, there will be a
.0333% per day interest charge on the unpaid balance for each day past the due
date urti! paic. A 'ate paymert charge of .01886% per day wilt also be chargsd
on rent not paid by the 8 of eash menth for each day cast the due date unti
paid. {n addition, a charge in the amount provided by current Counly ardinance
will be made on any payment by check which is returned unpaid to the Afrport
becausse of insulficient funds, account closed, forgery, or any other reason.

3.06 Adiusiments of Leased Space and Ront

a Subjest 0 and in cempliance witn the lerms anc provisions ¢f
Sections 4.04, 4.05 and 4.06, the parties may mutually agree to reduce or
increase the total amount of leased space compiising the Property. Il the County
desires to reasonably increase or docrease the leased space, County will present
a detalled letter and exhibits to Propeller and Propeller will review and provide
written acceptance o denial.  f Propeler desives ic reascnably increase or
decraasze the leased spaze, Propeor will present a detzilec Iatter and exhibz to
the County and County will review and provide wriiten acceptance or denial. Tne
rent for the adjusted space will begin on an agreed date by both parties and shall
be subject to adjustment as provided in section 3.04.
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D. Rent agjustvients as agreed to in s section anasor as provided
in section 3.04 wil be aulhorized by an amcndment io this Lease with only
affected sections changed (unless other amendments {o this Lease shall be

agresd betvesr the parties),

3.07 Traffic_Mitigulion _Fee. Propelier shall pay the County traffic
mitigation fees at the time of permit issuance consistent with applicable county
ordinances. Tnese cne-tme costs ame curently estmated at $333.262.85

3.08 Surlace Waler Managetnent Fecs.  Propeller shall pay County
surface water management faes based upon impervious surface calculations
reascnably determined oy the A'rpert for charges assessea oy Snchomisn County
Public Works Surface Wdter Management, provided that Propeller shall be
provided with a copy of the assessment and the calculation thereof.

3.08 S:orm Waten Faclity Poicy.  Propeler shall comply with the
Snohomish Counly Airport Storm Water Facility Policy and make payments
required by that Policy, a copy of which has heen provided to Propelier.

a. Carrnechgn o Storm Water Detention Pend.  Propsiler shali
pay County a one-time connection fce of $_ _] for connection to the Alrport
Storm Water Facilily upon receipt of an invoice therefor.

o Pond Rent: Pcnd Mz nterance: Propcler shall pay a monthly
pond rent of $[__ 1 plus leasehold excise tax adjusted pursuant to section 9.04
and monthly pond maintenance of $| | plus leasehold excisc tax adjusted
annually an April 1 each year by the Consumer Price Index for the Seattle-Tacorma
area. Ponc rent and zond maintenance wil be based upor the prorated share of
the pond(s) supporting use of the property.

3.10 Aircraft Rescue and Fire Fighting (ARFF) Parsonnsl. Propeller shall
reimburse the County for the cosis of additioral aircra’ rescue and firefgntng
personnel required by federai regulations or the Airport Security Plan related to
Passenger Alrlines servicing the Terminal. The parties currently estimate that two
persornel wil ba nocessary but recognize that federal requirements wil' dictate the
actua. requiremenis

3.11  Airport_Security_Plan and Related Implementafion Costs. Propeller
shall reimburse the County for the cests of irrplementirg revisions to s Alrport
Security Plan sclely 1o compuy with appicable Federai regulatory requirements,
within ten (10) days after presentation of appropriaie documentation of such costs,
provided that such costs arc solely rclated to Propeller providing Passenyer
Air'ines a* tha Termina’.  The following additiora’ costs have ceer identifisd but
are not ntended to be an exnaustive list since such costs will be the result of
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reguetory requisments rpased on tha Celaly © \. FAL or onar regulatory
aygencies:

a. Costs relowed 1o edditona badging anc 2ackgraund checks ralated
to the existence of passenger sarvice at tne "orranal

b Costs of County aw enferesment ofisers (LEDs) and assnsiated
vursonnel cos’s ruguired by Federa rng,'a'om o local requirements arising from
sLch federal regulaiions attributabla o ine existenie o™ sassenger service at the
Tecrina {(ard the reoo for szcusty ehor inside o outs'de the Terminal or the
Properiy). Tne C\,:‘\, agrecs 49 apply for any TSA or ofher federal/statodlocal
agrants whichk are ava: sbhee ‘e cover the cnsly nl such LED pegitinns, with any grant
praceeds used 10 cover Prope le’s chligaiorn under this sacton

¢. Overtime costs asscciated «th incremental {20 and ARFF
persornel as roquired pursuant 1o clause (b) above attrinutable to the existence of
passerger service af the Tenmira!,

d. As required by Federal regulations. cosis associated with extending
service to internaticnal puints (if applicable).

312 TSA Coordination_ and Grants. The CGounty will keep Propelier
adviscd of TSA ane similar agency requiraments on a2 trrely basis and upoen being
informed by Propeller of the exislence of aty and all TSA grianis that are eligible
for the Terminal, shall apply for any and all such grants as the same beceme
available, including but not limited {0 ¢rante thet covar the costs of thu raquired law
erforcement staff and cests for trne acreening of passengers and their Daggage.

313 Ulilities and Other Crarges. Propeler snall pay, wilhin thity (30)
days after reeeint of an invoice tharefo- cha~ges far sawe-, waler, gas, clectricity,
telephona, suface water managemeant fegs |nint mailbox Sysicms, security and
fire equipmer! mairicna~ce anc msniertg. annaal cert foale ©f aucupancy fire
and Sufety inspection fee and ra-inspedction foc in g event of 4 vio.ation reguining
cotrection, and all other charges for utilities and sarvces furnishad or made
available to the Properly at Propeller’s ardor ¢r consent.

314 Tuturs Acions by the County, The Couniy agrees that it shall not,
and shall causc its oficers, represertative, legisiators and agent nat to, (i) impose
upen Propeller, or cause Propuler to he hiable for or -esponsible to pay, any taxes,
casts. fees, nxpenses, charges. imposi ons or assessmenls as a result of any act
or legislation imaosaed, accpied or z2opioves oy the Courty or Airport Director,
other than as express!y provided i1 this Leass ard (i} permit the Sroumvent.er of
the economic terms ¢ th's Lense th-ough act'ons spectics Iy targeting aviaticn
operations andfor entities wilkin the Counity, For the avoidance ¢ doukt, e

——
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provisions of inis Section 3.14 shall not apply 1o Counly Jaws, regulations or acts
applicable, in general, to all busincesses operating in the County or to the laws,
regulations or acts of any govemmental entity other than the County or the Airpont
Director.

ARTICLE 1V - OPERATION AND MAINTENANCL: OF TERMINAL

4.01 Concession for Non-Aeronautical Facilities. The parties understand
that Prapelloris constructing the Project in order to operate a terminal comolex for
Passenger Airlines and related faci'ties serving tne gereral pub ¢ County does
not contemplate the nced for additional terminal facilities at the Airport and
therefore hereby provides Propeller the concession to provide thosc none
aeronautical facilities which are necessary or desirable for passengers, customers
and employees of Passenger Airfires at the Airport ircluding. without limitation,
paid automcbile parking fasilites, termiral passenger facilties gnd inside arg
oulside terminal concessions, including access for rental cars, taxis and ground
transportation (collectively, "Non-Aeronautical Facilities”).

a. The grart of the concessicn herein recognizes that the ex'sting
fixed basc operator has & concesson 0 provde car rental services for its
customers. Propeller acknowledges that, notwithstanding the concession granted
hereln, the fixed base opcrater can continue to provide car rental services for its
customers.

4.02 Cperating Stendards.  Propeler shail be responsibie for all
operations and mainienance of the Terminal, and County shall have no obligations
related to such operation and mainienance. Propeller shall manage and operate
the Terminal in accordance with the Operating Standards attached as Exhibit C.
The naries urderstand the Opsraling Siandards cre intenced $o address such
items, without imitation, as géneral faciifies cieaning; maintenance of tne Tenninal
building including structure and roof, |IVAC, water, clectric, computer, signage and
other systems; equipment outage frequency and preventative maintenance. The
Sounty shall have the right to imake reasonable revisions in the Operating
Stancards ¢ sugh revisicns are required by federal or state aw or regulations, or
by order of a court of competent jurisdiction, {(provided that the County shalj
provide wrilten notice to Propeller of any and all such revisions) or by mutual
agreement of the parties.

4.03 Mai~tznance Resenve Fund 'n acditior ‘o any reacirements set fort
in the Operating Standards, Propeller shall establish, and at all times maintain, a
maintenance reserve fund equal {o the budgeted operations and mainicnance
costs for the Project for one year as shall be established by Propeller based upon
actual or projected annuat operations 2rd maintenance expanditures.
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404  Accommezzatons. Propeier shil azcomnodale all Passenger
Alrlines who wish o serve the Ai-zor sxczp z5 provided r ths Lease. The
Alrpert must grant such azcess gnd cueerrmoZations congslert with FAA
regJtations,

405 [I-suffizien: Space. This section s~a:d apply ony i1 the instance in
which a Passanger Arlire dasirzs =0 previdle zervice ot tha Alopon but Proceller
determines that thero is insL“1cient sgacs to accommonat:y all Passunger Airlines

wha wish to grovide such sarvice within the Terminal or on the Froperty.

a. i citng Provelier or the Colnty receives an expression of interest
from a Passenger Airling wha is not prasanily accemmod:ed at the Termingl or
from an incumbent J2assenager Air ne who desires 10 inorasase sorvios for whice
there is insufficient space, Propeller ard the County will neaot ale in good faith to
firdd necessaty space in cose proximily to the Terminat to accommodate such
Operatons.

b. In the event that additicnal sgace is identificed adjarent or in
proximity to the Project, Propeller will be wesponsinle for all design, constriction
and oporating ccsts for sach gdditional spaze cuwl at Propallor's discretion,
Propoeller may requirs such ailine to sign the existing airine use agreement, or the
amended agrecement rasuiting fross e costs associated with tha additional spaco,
as such agreemoents may po amended, sunp'emented or otheraise modified from
time to tme. This Lease wil o amended as nucessary to identify sush additional
space as wdditunal leasetod property ngether with associaled rents and
charges.

c. County shall nut construe: add tonal non-acranz=eal faciilies o
serve Passenger Airines, the'r passergers, Lusors, customears o erployees unless
it firgt gives Propeter an oplion o desicr, construct ind operate such facilities on
substantially the same terms as i1 this Lease.

406 Minimum Standards. The Colnty contirms trat its existing minirum
standerds do not allow for (a) the constructan of a passenger tormina. oo the
Airport ot any propety smajer then the Progerty or (t) the operation of a
passenger ‘cminal of a sire sma'ler than the lerminzl. The County shall not
modify the minimurm stancards daringy the Terr in a manner that woild acvarsaly
affect Propeller or ils substantia! investmant in tha 2 act or that wouid allow t1g
develogmernt or cperation of another tarmina: smalier than pe-mitted by this Lease
orierrinal forilitas on property smefie 'han the Property.

4.07 QGapital Improvements  Propeler shall oerfo'm crgoirg capital
improvements to the Prupeny and tic Preiect necessary to proide cn-site service
modifications or mprovements to the Terminal, including the new terminal ounding,
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baggage caim cuilting ana sucpet faciftizs e udirg sceurity. avw paiking and
operations supporl activities as reasonably determined by Propeller and approved
by the County in accordance with section 1.08. Any such Capital hmprovemaents
shall require submission of a Tenant Imoravoment Form in accordance with

agctior 1.C6.

4.08 Subtenants, Passenger Alrlings and_Concessionaires. The County
acknowledges that Propoller will be entering into subleases, licenses and
concessiocn  agreemsants  with  Passenger Aldings and  corcessionaires in
connection with the operation of the Property. All such agreements will be subject
to County approval which cannot be unreasonably withheld, conditioned or
delayed. All agreerents must contain at least the following provisons: (g) tre
agreement wil be subordinate to County's Grant Assurance obligauons to the
federal government; {b) lhe agreement will contain such nondiscrimination
provisions as are required by the County and the applicable Grant Assurances; (¢)
the agreament wil provide that ihe sudtenant's, licensee's ¢r concessionaire's
rights to leased properly wiil be forfeited if it remains unused for a defined period
of time; (d) the agrcement will provide a pracedure for sharing or release of space
if needed for other Passengcer Airlines or concessionaires; {€) the agreement will
cortain a provision requting the sublesseg, licersee or concess anaire tc atlern to
the Couty in the event that the County elects to terminate this Lease if Propeller
defaults hereunder after the expiration of all applicabie notice and cure periods.
The Airport Director or his designee shall have the right to review but not copy any
and all such subleases. I'censes znd concessicn agreaments at reasonsgale timaes
upon reasonable advance notice.

4.09 Hours of Operations. Propeller shall be entitled to operate the
facilties located at the Property en a 24 hour bas's, corsistert with the aperation
of a passcnger aviation terminal.

ARTICLL V - PROPELLER'S OTHER OBLIGATIONS

501 Condition of Properdy. Propeller has examined the Properly,
including any struclure, grounds, and access thercto, and accepts the same in the
condition in which they now are. [tis agreed that the County shall not be bound by
any werranty, represeniaticr, ar condition regardirg the Propery except as siated
herein, The County represcnis and warrants thal the certificate of occupancy for
the Property and any zoning resalution in effect as of the date of this Lease
permits the use of the Property as hereir providad ard that the Property is ful'y in
comprance with au Fedsral, Siate and local Jaws.

5.02 Maintepance and Repairs. Propellor, at its sole expensc, shall keep
the Pronerty as now or hereafter constituted with alf buildings ard imprevements
made ‘hereon and the agoning scewaxs, cuibs, walls, paiking areas,
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iandscaping, access 10ads, and vaudis clean and in goos conddion. Prope.er shad
make all repairs, replacemaonts, and renawals, whether ordinary or extraordinary,
seen or unforeseen, including all structural repairs, nocessary to maintain the
Property. Al rope'rs replaceTents, end -enswals snsll be gt jzasi equal 1o that as
originally constructed hercin unaer scelion 1.04.

5,03 Surrender of Leasehold Improvements

a. During the term of this Lease and any sudsequeni ranswals
pursuant to section 2.02, Propeller shall have fitle to any and all buildings, fixlures
and improvements constructed or instalied by Propeller. At the cxpiration of the
Term hersdnder and any sunsequent rerswals pursuant 9 section 2.02, the
County shall have titie to any and all buildings, fixtures and improvemants
constructed or installed by I’ropeller; PROVIDED however, the County shall have
the option to request Propeller to remove any and all fixlures and improvements
{otner than buildings) construcied or installed by Frapeller at the sole cost and
expense of Propelier and restore the Propenty.

b. Propeller shall peaceably and quietly leave, surrender and deliver
to County the Property, together witn any buildings and improverents, and ary
and all subsequent alterations, additions, and replacements wnich may nave been
madc upon the Property to which the County has assurned title, in good repair,
ordinary wear and tear excepted.

5.04 Licns. Propelisr agrees to pay, when due, ail sums of money that
may bccome due for any labor, services, matcrials, supplies, utilitics, furnishings,
machinery, or equipment, which have been fumished or ordered with Propoller's
consent. 12 be furnished to or o Propellsr in, Lpen, or aboLt the Property hersin
leased, which may be secured by any mechanics', materialmen's, or other lien
against the Property herein leased or County's interest therein, and will cause any
such lien which has been filed to be fully discharged and released within thirty {30)
days aftsr same amachss, providea that Propelier may ir good falin contest any
mechanics' or other liens filed or established, and in such event may permil the
items so contesled to remain undischarged and unsatisfied during the petiod of

sueck contest,

505 Persenal Property. Propeller shall keep all personal property,
equipmaent, trade fixtures and furnilure insurcd against fire or other casually to
their fu! -eplacerment cost and provide insurance pelicies and cerificates of
renewil ic the County usoen request.

506 Equipmeni. Any machinery, tools, appliances and/or other personal
propurty cf ary kind and naturs placed on the Property by Propeller shall rerpain
the property of Propeller; proyided inat:
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a. Propeller snz. rerncve sus mectnery, otc. pricr te the
expiration or termiraics o this Loase ang restere the b drrg o its original as-
built condit’en, reasorakb’s wesa- ans tea” excegted:

>, Any sueh machinery, e wihich is rel removed by Propeller
be‘cre tne axpiration. retaking of posssssion, or termination ol this Lease may, at
the County's cption uoon the Courty giving Proge’ Ier writtun netice therzof,
become the properly of the Ceunly.

c. If such rrachnery. elc s nct remover ty Preogier &3 provided
above, the County has the right to remove and s*cr gny or &l ¢’ sucn properly at
the expensc of Propslien. The County '-.hJ!! have & I.x,r cn such property for
reasorab’e storage, and removal charges, ara any atver charges the County may
have against Propeller pursuant (© thp ta*ms of this Lease and shall have the right
to sell any or all of sush propety and dispossa cof the proceeds as providoed in RCW
60.60.030 ard .040, At all times, Propeiler shall bea- all risk of loss or damage to
ary machinery, ¢tc., ¢ perscnal property plasad ir or on tre Property o any other
Airport properly by Propelior.

5.07 Prevailing Wages. Pursvani 5 Snohomish County Coce 4.48.535,
Propeller agrees that all coriracts for the Project and inprovemenls to the
Property, other thun ordinary mainlenanse, <I13" reglire the contraclor or
develope™ ta comply with the prevailing wage provisons of RCW 39.12.010
through 38.12.03C. Falure of Prepeller to t‘om,, y with the prevailing wage
provisicns shall censtitute a default of the Lease resditng in termination unless
sa.d default is cured within sixty ‘€0 days afler written notice thereof,

508 Waste Water, This Lease is sub.ect to al' s'atutes and regalations of
the State of Washinglon with rcapeci tc waste wa'er disgosal. If Propeller's usa of
the Property or construction of tre Project on tho Prepeny resdlis I the discharge
or the patential for the discharge of any wasle waiers except domeslic waste
waters from the Property in viciat'on o such statules and regulations, Propoller
shall immediate'y auply to Wasaincten Stale Departvent o7 Ecology (DOE) fur a
Stare Waste Waler Discrarge Permi. Ugor ren.es!, Prepeller shall advise the
Airpert waich drains or clher waste water “acilities Prope.er will utilize in disposing
of waste waters. The Airport may des'grate sewers or cther facilities which
Propeller may utilize to dispose of waste wa'ers.

5.08 Sewage System

a. His understocd that the County is prasenily unde- contruct wilh
Mukilteo Water and Wastewater Disirict for sewage disgesal, In its use of the
SEWe ayster f{or ary sowade eyster cperated by the City of Everctt, if
applizasiel, Pronsller shall comply with 2l ausn cable reasonabie rules and
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regulations of the Airport and all applicable rules and regulations of the Mukilteo
Water and Wastewater District or other applicable sewer districts. Such system
shall not be used for storm drainage or the discharge of any effluent deemed by
the Airport Director (such determination to be reasonably made) or the Mukilteo
Water and Wastewater District {or other applicable sewer district) to be harmful to
the system.

b. In addition to the rental provided herein, Propeller shall pay the
County such reasonable charges for sewer service as are fixed by the Airport
Director.

510 Assignment. Propeller shali not assign or encumber the Property or
any part thereof without the prior written consent of the Alrport Director except as
provided in sections 4.01 and 4.08 conceming subleases or licenses to Passenger
Airlines and concessionaires. Notwithstanding the foregoing, the following
transfers ("Permitted Transfers”) shall nat require County’s prior consent so long
as the transferee engages only in the same use as contemplated by Propeller: {a)
any transfer to a subsidiary, parent, affiliate, division or corporation controfied by or
under caommon confrol with Propeller; or {(b) any successor corporation, limited
liability company, partnership or other entity to Propeller as a result of merger,
consolidation, reorganization, sale of substantially all of Propeller's assets and
business, or govemnment action (each such fransferee a “Permitied Transferee").
As used herein, the term “control” "controlled by” or similar term shall mean the
ownership of more than fifty percent (50%) of the outstanding voting stock or
voting equity interests together with the sole power to vote said equity interests,
The Airport Director shall not unreasonably withhold, condition or delay its consent
to such assignment or encumbrance provided that Propeller provides evidence in
a form and substance satisfactory to the Airport Director, that the proposed
assignee is capable, financially and otherwise, to perform Propeller’s obligations
under this Lease. Propeller shall advise prospective assignees that Snohomish
County Code, Section 15.08.400 requires Alrport Director approval of commercial
operations. Prior to any consent, Propeller shall deliver to the Airport Direclor a
written statement of intent to assign or encumber. Any assignment or
encumbrance without the written consent of the Alrport Dirgctor (if such consent is
required hereunder) Is null and void. If this Lease Is assigned, or if the Property or
any part thereof is occupied or used by anyone other than Propeller (other than
sublessees, licensees or concessionaires as contemplated in sections 4.01 and
4.08) without the prior consent of County, County may, upon default by Propeller,
collact rent and any other charges under this Lease from the assignee or occupant
and apply the net amount collected to Propeller's rent and other charges herein
reserved. Other than in the case of written consent of County, no such
assignment, occupancy or collection, shall be deemed a waiver of this covenant,
the acceptance of the assignes or occupancy as a tenant, or a release of Propeller
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from furiner performaree t',' Progelier of ire covenanis ircieding e payment of
rent and other chdrge‘ in this Lease: ana Prgpellsr g2t ramain l able for o of ils
obligators, excep! for renials pait, Lnoer 17rs _cass  Any soensent by the Alrpont
Dirgctur ska'l nol ba constrred o reiieve Propelier from oblaining the gonsent of
the Airport Dircctor to any futher assignirent or ascupEney. Fa-the avo'dense of
doubt, the restrictions sot :a'*h in this Sz¢ion 5.1C sha" a0l aeply o a transaction
inwhich equity of Propeicr is issdad to onc or mare third nartias.

5.11  Hacsardglis Wasta, Suostances, end 22 utanis 2n4 Contaminanls

The County, its agerts, represen riatives and employees have net
received wrlttr*n notice from any auvernirenia) agensy reparc ng tha preserce of
ary Hazardous Subsiances (as hereina©ar de:mec; or any present or past
generation, recycling, rewse, sale, si0rage, handlng, transport and/or disposal of
any Hazardous Substances on -‘.hc Propuy that essers or 6ia'ms a vioaiior of or
failure 1o comply with any Envirenmon:al Lows {as horeinafior detined) which has
ne: been remedicd oxcept for Building C-4 Land Lease area (described on Exhihit
F) which has clevated voncentratiors of hydrocarhon ard iead.  Qther than
Building C-4 Land Lease ares, to the County's knowlecge, there has been no
Hazardous Substances lucated upon, stores, nandled. inslalied or disposed in, on
or about the Property or any otier ‘ocat on within the vicinty of the Pronenty in
amounts or quantities which woul: constitat= a vic'aon of any Environmentai
Law, County wi/' termi~ate the Building C-4 lease and require the tonant currently
occupying Building C-4 prior 1o this Lease to remove Building C-4 and remediate
alevated concentrations of hydrccarbon and lead withir six (6) months of Cifective
Date ot this Leasa. No rent shall ha charged to Progeiler tor Building C-4 Lund
Lease area untit remediation is compicte, anc Propeher shall have no liadiity or
responsibility for same in any manner whatsoever at gny tme.

b Prope’er agrees thal it wli not cause o purmit in any manrer,
including accidental ‘or non-negigent acis or omissions, a releasce of ary
Hazardous Sabstance into, uzon o« from any Airsort propery in violation of any
Envirormenizi Laws.  Propeiler shal notity the Airport Director, the State
Departmenl of Ecology, and any olher nvolvad agerncy in writing of any such
relcase. Prope'ler shali be lizsle for any ard ali conscgaenses of sJuch a release
czused or permitted by Propeller, inclucing 2’ 'iadiity under any Environmental
Law. Propeller shall mdemmfy and ho'd the Couniy ha'misss from any an¢ 4l
liahilily resulling from~ such a relcase and shall hzve ull rGSponsnblhty for
compietely cleaning «p any and all contamiraticn from a release as may he
required by any governmental agency. Afer clean-up of sush a reiecse, Propetier
shall provide Counly a copy of a "No Fusther Actica’ lellor frem the Stawe
Daparimen: of Ecology contairing no restrictions 91 the Properdy. Upon any
release of a Hazardous Substance /v vio'ztor ¢f Environmentai L aws, the Ceunty
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may enter the Property and take whatever steps it deems appropriale to cure the
conseguences of such release, all at the expense of Propeller.  Propeller
represents and warrants that it has inspected the Property and, lo Propeller’s
knowledge, there is no Hazardous Substance locsted thereon in violation of
Environmental | aws.  Any Hazardogs Sudstante piased ucon the Prepetty by
Proze'ler, its agon's or employees during e te'm of this Lease s~all be remevad
by Prapeller not later than the cancellation or termination of this Loase.

c. As used in this section, “Hazardous Substances” means any
chemical, substance, matetial, waste or similar matter defined, clussified, listed or
designated as harmtul, hazardous, extremely hazardous, dargerous, toxic or
radioactive or as a contaminant cr poliutant. or otne- similar ierm. by, and/or wrich
are subjec: to regulation andar, any Ervironmeantal Laws,

d. As used in this section, “Environmental Laws” means al} federal,
stafe and local laws, statutes, ordinances and regulations, now or hereafter in
effect, in each case as amended or supplemented from time to time, including,
withcut limitation, ali acplicable judicial or adminisiratve orders, applcable
consant decrecs ang birding ludgments refating to the ragulaticn and proiaction of
numan heaith, safaty, the environment and naturai resources (incltiding, without
iimitation, ambicnt air, surface, water, groundwater, wetlands, land surface or
subsurface sirata, wildlife, aquatic species and vegetation), inchiding, without
limitation, the Comprehensive Environmental Response, Compensation and
Ligb"ity Act of 1080, as amended (42 U.S.C. §§ 9601 ef seq.). the Hazardous
N aterial Transgortation Act, as amended (49 U.S.C. §§ 1831 st sqg.), the Federa
irsectiside, Fungicide, and Rodenlicide Act, a5 amsrded (7 U S.C. §§ 136 &t
seq.), the Resource Conservation and Recovery Act, as amended (42 U.S.C. §§
6901 et 5eq.), the Toxic Substance Control Act, as amended (15 U.5.C. §§ 2601 ¢t
seq.), the Clean Air Act, as amcended (42 U.S.C. §§ 7401 el scq.), the Federal
Water Poliution Control Act, as amended (33 U.5.C. §§ 1251 ¢t seq.), the Safe
Drinking ¥ater Act, as emerdad (42 U.B8.C. §§ 400f et seq.’, any siate or loca
counierpatt or equivalant of any of {ne fcregoing. and ai siste and fedara
common law, and any federal, state or local transfer of ownership notification or
approval statutes.

¢. Propeller shall disclose and deliver to County copies of any
envirormental reports, tests, studies or other documentation rolaling to any
nvastigation ¢f the Propaty for Hazardcus Subsiancas,

. Propeller shall perform a phase onc environmental inspection of
the Property 30 days prior to the cxpiration of this Lease. Propeller shall provide
County a copy of the phase onc cnvironmental report upon expiration or earlier
termination of this Lease. In lhe event the phase one inspoction does not
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reasonas.y zelisly County, County may regure Propeller o parlorm & phase wo
investigation of the Properly. Propceiler shall provide County a copy of the phase
two environimental report.

ARTICLE VI - INDEMNITY AND INSJURANCE

6.01 Indemnification and Hold Harmless

a. To the maximum extent permitted by law and except to the extent
caused by the gress nogligence or wilul miscuncuct of the County or its agen's,
representatives, employees, invitees or licenseos, Propeller shail indemndy and
hold harmless the County, its officius, officials, ngents and ciployees, from and
against any and all suils, claims, actions, losses, costs, penalties and damages of
whatsoever kind or nalure arising out of any act or omission of Propeller, its
ggerts, ropresentalives, emgoveos, invitees, suoiessess and licensees  in
connection with the occupancy and or aclivity of or on the Project. In addition,
Propeller shali assume the defense of the County and its officers and employses
in all leqgal or claim proceedings arising out of or in connection with its
indemnification obligations hereunder and shall pay all defense expcnses,
including reasorable atturney's ‘eas, expert fees and cesis incured by the Counly
on account of such litigation or claims. This indemnification obligation shall
include, but is not fimiled to, all claims against the County hy an employee or
former employee of Propeller, and Propeller, by mutual negotiation, expressly
waives gll immunity and limitation un ligbitty, as resoscts the County only, under
any incustriat Insurance act, incluaing Titie 51 RCW, other Worker's Compeneation
act, disability benefit act, or other employee benelit act of any jurisdiction which
would otherwise be applicable in the case of such claim.  In the event that the
County incurs any judgment, award andfor cost including rcasonable atlorney's
fees arising from the previsions ¢f this subsect'or, cr to erforce the provisions of
this subsection, ary such ,ldgment, award, fees, exgenses and cos:s shail be
recoverable from Propeller. In the event of litigation between the parties to enforce
the rights under this subsection, reasonable attorney fees shall be allowed to the

prevailing party.

B. in the everd the County incurs atiorney fees andior costs in the
defense of claims undor this provision such attorney fees and costs shall be
recoverable from Propcller to the oxtent samc are reasonable, In addition
Snohomish Caunty shall be entiticd to recover from Propclier its reasonable
atisrrev fees, ard coets incur2d o enforze tnes provisions of this section.

c. The indemnification, protection, defense and save harmiess
obligations contained herein shall survive the expiration, abandonment or
termination of this Lease.
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d. Nothing containad within this provision shall affect and/or alter the
application of any other provision contained within this Lease.

6.02 |nsurance

4. As of the Elfectve Date, Prooeizr. at its cwn cest, shall havs
procured ana will maintain for the duraton of this Leass, insuwrance witdin the
Minimum Scopc and Limits of Insurance, as set forth in saction 6.02(¢). Propeller
shall furnish the County with certilicates of insurance and endorsemaents required
Ly this Lease. The County rescrves the right to require complete, cerlified copies
of zlt required insurance policies al any time,

. Each insu-ance pclicy shall be written cn an "ccourrerca” “oim
unless otherwisc approved by the County.

¢ By requiring such minimum insurance coverage, the County shall
not be deemed or construed to have assessed the risks that may be applicable to
Propelar under this Lease, Progeller shall assess i‘s gwn risks and. if it deams
apyropriate andfor prudant, mainiain greater limits and‘er broader coverags.

d. Nothing contained within these insdrance requirements shall be
deemed to limit the scope, applicution and/or limits of the coverage afforded,
which coverage will apply to each insured to the full extent provided by the terms
and conditions of the policy(s). Nothing contained within this provision shall affect
anc/or alter the appl.cation of any other provision conlzined within tnis Leagss.

€. Mmimum Scope and Limits of Insurance
Propelier shall maintain limits no fess than,

1. Genera! Liability.  $5,000,000 combined single limit per
occurrence for badiiy irjury, persona! njury and prapenty damage, and for
these policias with aggregate limits. a $10,000,600 aggregate lir, CG 00
01 current cdition.

2. Automobile Liability: $5,000,000 (air-side)/$1,000,000 (land-
side) combined single limil per accident for bodily injury and property
damage. CACCIT current ed'tion, Symba' 1, un'ess otherwise agprovad by
Risk Munsgemearn:, '

3. Workers' Compensation; Statutory requirements of the State
of residancy.

{.  Other Insurance Provisions and Requirements
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Tro insuiance coverage(s) required in this Lease are to contain, or
be endorsed to contain the following provisions:

Generel and Autorrcbile Uiasiy

1. The County, its officers, officizls, employees and agents arc to
be covered as an additional insured as respects liability arising out of or in
conneciicn with tnis Lezse, Suen coverage sha!' be primary end non-
contributory insurance as respects the County, its officers, officials,
employees and agents. The additiona! insured cndorsement shall be
included with the cedtificate of insurance, CG 20 11 or its equivalent is
requirec

2. Propeller's insurance coverage shall apply separately to each
insured against whotn a claim is made and/or lawsuit is brought. exceot
with respect ta the iimiis of tre irsurer's liabiliy.

3. Any deductibles or self-insured retentions must be declared
ta, and approved by, the County (such avproval not to be unreasonably
withheld. conditored ¢ deleyed), The dediclisle zrc’or sef-nsured
rctention of the policies shall not limit or apply to Prupelier's liability to the
County and shall be the sole responsibility of Propellcr.

4. Caoversge shall not be susperded, voided, canseled, reduced
in coverage or in limits, until afler thirty (30) calendar days’ prior written
notice to the County.

5. Instrarnco coverage 5 ¢ be placsd witn insdrers with a Eests'
rating of no less than A: VIll, or, if not rated with Bests', with minimum
surpluses the equivalent of Bests' surplus size VI,

g. 'f at ary time any of the feregoing policies fail to meel the
minimum requirements set forth herein, Propeller shall, upon notice to that effuct
from the County, promptly ubtain a new policy, and shall submit the same to the
County. with the approgzriate certifcates and erdorsements, fer approval,

6.03 All Risk Insurance. Propeller shall obtain and maintain continuously
all risk insurance including carthquake and fiood insuring to their full insurable
vatug any ard afl bu'dngs ard improvements corstracted by Proge'ier uzon the
Properly against all loss or durnage for the benefit of both County and Propelier
and named insurcds, Full insurable value shall mean actual replacement value.
Propeller shall maintain, restore and keep in good condition and repair all such
ouiidings and imorovementis. Pronel'er shal provide cuplicale nsurince poloies
and certificates of renewat w tiie County.
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8.04  Klutaal Vicivor of Subogaor. Piope le- and County each releasos
and relieves the otf:or &1l waives 113 Mt re rigi of racovery aqq '\-:t ‘hae other for
loss or damage ar.sing ot of ¢r insicent to the neiifs covered by al risk nsurence,
including earthquake and flood caverage, vpmioved for Jse in .iaahw'qtl which
occur in, on or about the Property. wnegi~er zeused by t=e negl m‘ﬂ ¢ oF either
parly, their agonts, c»m:‘-ayoeq o ctherw'se.  Rach pary shal o%ain from its
insurers) provisiors porr-“tng waiver of any cla'm for ioss or cam.lgu within the
scope of the above insurance.  Tre release and waives of recavery conlained
hoereir shzll be limited by, and skal 2e co-uxdensive with, the waiver provisions of
the insureanze po cins piocued 37¢ mainianed Ly the peries pursuant {o this
Lease. If cither Couanly or Propeller s urzb.e o O_.x..l 1 1ls insurs s pormission (o
waiver of any claim against *he other party, such paty sha  premptly notify the

olhar party of such irability.

6.05 Destruction and Restaoradian.

a. If any bulding, €ructume or ‘ac .H/ wrich was corstructed or
incated on the P'Opul" by Prepellz- (colectve y, "Propeler’s Improvements”) is
dostroyed or demaged Ly fire, the clements, ¢r any other cause, Propelier shall
RO che same in its conditior a® the tme of nss. Prope‘-llnr, at its option, shall
have e right, al ks own oxpense, either o premptly repaic and rebuild such
Propeller Improvements. o 1o ceay the commoenzement of such repair or
rebuilding until the procecds of all inauranea polidics covering such casualty are
available. After commencerent of regar or rebuilding Prape for shall continue the
work with  reasonable  diligenze  untl CfJTpfciion, sublest to events or
circumstances beyond Progeller's contral (e, "force m:‘jf‘-u'c" evenlyl Exocept as
otrerwise provided in this Lease, ths Led“f ;h?ll noi terminate ar be affected in
any manner by reasen of the dan a; ae o degtruction of Proocller's Improvements
by fire, the alemenis. or any other cause, and the fixed rent reserved in this Lease
as wall as all nther ¢harges payabie hescunaer, shall bo paid Ly Propelier withoul
abatement or raducticn on azceunt of such damage or cestruction. All risk of loss
to Propeller's brproverentis shialt be: or Pronelier

Nolwithetanding anyth ~g to the contrary cr.-v'mined 11 imig Lease,
in the cvent of any casualty affecting or cordeminaticr of 3 "materia’ poton” of
Propeler's improvemeris shal cccds after hs twent eth (20') ,/ear ¢* this Leasqo,
Procelier may e'ecl. by wrillen notice to the County, to termi rata this Lease, which
netice sha'l be effective on the twerticth (267) day efter db,nv«,ry of such notice to
the County. 11 exercisirg sa'd opticn, Prode.e- ;r ' assign any and all rights to
insurar-cc procgeds fo the Courwe 1 sad preceeds ave insuficent to bring
Propaller impravemients o a mieoss conditior because cedustidies or self-
insured rotentions cor of Prcpol.o 5 dal.re to mairtain the insuranse required

pursuant to the terms of th's Lease, Progeler shal tender to the County the
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insufficient difference of insurance proceeds. As used hercin, “material portion”
means the casualty shall reguire the expenditure of more than [ifty percent (50%)
of the total value of Propeller's Improvements or any taking which causes a
dimingtion in va'ue of the Preuerty in excess of 50% or ellminates or mate-ially
restncis accesa to the Propoct or tho nte~des deveiopmer?, Jse or operstion
thereof,

6.06 Increased Limits. If during the term of this Lease, higher limits of
insurance ‘ran thoze manticned sha't be reguired by the then currsrt versior of
Srohemish Ccunaty Arport Rules end Regu'ations and Mirimum Suandards, and
such higher limits are rcasonable, then upon request by the County, Propellcer shall
procure such insurance: with higher limits.

6.07 Insurance Review

In consideration of the duration of this Lease, the parties agree that the Insurance
section here'™n, a‘ the discreton of the County Risk Manager, may be reviewed and
adjusted with eacsh amendrment and withir, ninsty (8C) days of the end of the first
five (5) year period of this Lease and the end of each successive five (5) year
period thereafter. Any adjustmenis made as determined by the County Risk
Manager, shall be in accordance with reasonably prudent risk management
practices anc insurance industry stardarcs and shal be sffective on the first day
of eacnh successive vt {8) yeair period. Adjusiment, if any, in insurance
premium(s) shall be the responsibility of Propelier. Any faiiure by the County to
cxercise the right to review and adjust at any of he aforemertioned timings shall
not constitute a waiver of future review and adjustment timings.

ARTICLE Vil - DEFAULT

7.01  Propeller's Defaulf. Propeller shall be in default of Lease if Propeller:

a. Falls {o pay wher due any sum payable by Propeller Fercurder
and fails to make fuii payment thereof witnin fifteen (15) days of Propeiier's receipt
of the County's written demand for payment, or

b. Breaches any non-monetary, material term, covenant or condition
of this Lease and Froneller fai's e'ther to begin to care e breach within thirty (38)
cays of Propeller's reccipt of the County's wrillen notice of such breach or o
complete the cure of the breach within a reasonable time thercafter. | Propeller
timely commences to cure such breach with such thirty (30) day period, Propelter
shall not be in default if Prooeller continues in timely good faith its efforts to cure
foi'cwing such thiry (30} day peariod, or
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¢, ZERerrakes ary 9er2ral assgrTart or geneta arrangoemaent for
the benefit cf craditors; fice g peliton in bankiuptoy, imcluding recrganization or
arrangement, exceu! in 'he casz ¢ a senion liles aganst Propelier whenr e
same is dismissed wilh'r Y days after 7iling. suffars the apscintran: of a trustes
or raceiver to take possessizn of substantizlly a ! of Frepselie-'s assets Iscated a7
the Propenly cr of Hropal or's interest nihis lease, ur
d. Suffers a sancalizt'on of a guararty of Propelier's obiligalions by a

W

gJarantor. 'f any. or

¢, Fuils Lo comuly with the suma maeal Lease fo°m or covenant
on two ogeasions withir any 12-nrenth cenad wven if ¢ .,uc.h breach is cured within
lhe applicable cure pericd, ¢r

f Fails to comply with the OQperatag Standards dardior the Airpor
Rulas and Ragulations in any material respect urless such fzilure is curad withir
13 days after notice (which ten {13) day period shall be extendad for un addiona’
twenty (20) days, i the same cannot reasanably be cared within ten (10) days and
Prosellar shall have commenced the cure within such ten (10) day perod and is
diligenily using reasonavie ofiorts to cue same)

7.02 Remedies Stziemanl of 2y remedy herain shail rol pravent a parly
to this Leasc from pursuing any otaer .&aa! romedy availcole to it Upon pursuing
any remedy, a party to this Leuse, in addition to any ather chargaes provided
herein, shall be entiled to al costs ard oxpenses incurred by it including
reascnable attorray's fees ard axperses iFclrered in putt ng the Proporty in ender

7.053  Abandomont/Remeval of Preperty

a. 2ropeler snal rot vazate or abendan e Property at any time
dunng the terat o this Leass for a pancd v 2xeass of thity (3C) days.

b. I the evzst Fropoiar shell cbandarn, vazate ¢~ suvarder suaic
Property, or be dispnssessed by process of law, for a parice in excess of thiry (30;
days, County shall have 1o rght, but nst the cbigalor, to remave friom e
Propery all perscnal progerty located thereir, &nd ma\ ste'e tha same in any
place ze.ccled by County, including but not linrited 0 @ pub'c warehouse, &! the
expense and risk of the cwners thernof, with the right in soll such property and
dispose of the noceeds as provided in RCW 6C.60.030 and .040.

7.04 Bank-upiey

a. For the pLrposes $ of ir's section, Prepellzr shal be ceemed 0
have filed tfor bankruptey wihen it 19 appiies for or conserts to e apncintment of &
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recelver, tiustee or liquidator of all or a substantial portion ol its assets: admits in
writing its inanlity to pay its debts as they come dus, {il; makus ai assignment for
the benefit of its creditors; (iv) files a paotition for reorganization or an arrangement
with its croditors or seeks to take advantage of any insolvency laws; () files a-
answer admiting the material aliegations of a pelition filed against it in any
bankruptey, reorganization or insolvency procecding; or (vi) poerforms any other act
o€ hankruptey,

b. Propelicr commiits to provide {lie County as much advance notice
as acss e of its potental irghility to meet performance and financia’ standards,
including without limitation, its intent to file bankrupicy, but in no event less than
ten {10) days, to provide time for the parties to develop @ plan to insure the
continued operation of the Termina: end relatew faciities, in order te ensure safety
and compliance with federal law and obligations o tenants and Pasusenger
Airlines.

c. in the event of a filing by Propeller under the federal bankruptey
aws, the Courty has the right to the cxtan! permitied by applicable lav)) but not
the obligation to enter and operate the Terminal. County will nat be entitled to
colloct fees or rents from subtenants or otherwise to affect flow of net income to
Proozller as a resuit of its cperation of the Terminal. Fayments to the County for
the costs of assuming operations of the Terminal in the event of bankruptcy shall
be addressed as administrative cost Items in the Propeller bankruptcy proceedings
if and t¢ the extent permitted by appiicatie law. Fropeller hereby waives any night
to challenge such claims as anything other than administrative claims in such
proceedings.

d. Propeller stipulates that this Lcase is a non-residential lease of
rea! property subject to 11 U.S.C, 365 and waives the righ to argue ctherwise in
any bankruptcy proceeding.

ARTICLE WM - TERMINATICN

8.01 Termination for Propeller's Default

a. If Propelier is in default under this Lease after the expiration of all
applicable notice and cure periods, County may terminate this Lease by giving
Bropeler notice of termination, Such rofcz shall bs given by cetifed ma!, or by
delivery, to Propeller or any agent of Propeller at Propelier's {ast known address,
or by posting such notice at the Property.

b. It Propeller is in default under this Lease after the expiration of all
applicable notice and cure periods, County may retake passession of the Property
withouwt termmnating this 1 zase.  f County so retakes possession and does not
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tarT nzle this Lease :‘*ope:le st remain liabiz 10 pay any and all ventals and
oiher cirargas as soonified horan togsiher wih any and 2 other actual, out-of-
pocket d(.lmages as mav bz susiairsd by ihe Courly, exucsing therefrom rentat
procecds recelvad lrom re-.a%ing tha Pronerty.

ARTICLE IX - FEDZRAL, STATE AND COUNTY REQUIKEMENTS

Q.01 Federal Raguirpmoas,

a. Couniy, s a recipient of Fodoral Alroort imorovemant Prog-am
grars funds, fs requred 1o 1'Iu"r: siafenenis (a) end 1Y) of this section in all lease
agraemonis.  Canstrechion ¢ a building or -.m;)r.m,mz:r:s cn Airport proporly
requires a special indara’ zpproval s €2t fonl (]

b. Prapaler i its cperaion at Snchomish  County Avport
covonants that vl nat on the grounds of race, color, creed or national arigin
discriminate or peun't discrimination aga w8 30y perser o giodp of persons in any
manner prchibi'ed by Parts 135 and 21 of 1hf Foders! /«" Yon Regulaticrs {14
CFR), and in lhe avent ol such cisciminaton, Propadivr agrees that the Counly
has the right to ke sach aciiun as the Unted Slates Govornmant may direet to
arfarze this covenant,

¢ With respoect 0 any soronauting servioes Propeliar specificolly
agrees:

1o To furn’sk said ac-onautinal service on a fain equal and not
urijustly 4 eoriminciany bas's (0 @0 asers terce?, onag

2. Fo cnarge far, rcascnable and not uniasty disciminatory
prices for nagh unit of service, PROVIDES, that Propoler may be alicwag
to make reascnable anc nonwscinimnatory discounts, rebates or olher
simifar typces of pica redustons ‘o vaume parchasers.

d. Prepeiics shai sabmit a Sorm 7460 ic the Fodera Aviation
Administrat'en (FAAY to comply witn Part 77 of the Fauerg’ Aviation Regulations,
(14 CFR} Propzler shall not tegin constractiza on tha Property until the FAA has
appreved Form 7480 and Propeie” sslmils a copy of the approval to County.
County shall not begir consiractior 07 Propettv urtii Cednty has receives FAA
approval of such Form 74€0

Q.02 Stbhedinuton Te Fedew Oangailons.

a. This Lcase shall o4 subord! nate to t‘wo provisions of any cxsling
or future agreement between tne f,ou..z.-, ard ha Linted Srates ~slative to the
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operation or mainterance of the Arpot. tre execyon of wh' i nas besn Cr may
be required as a cenditon grocods ) to the excexdide of Fe unds for the
developr-ert of ine Arsor.

b. Should any provison of tRis Lease be detormined by the FAA to
cenf et witn i Ceurty's cbligations to tne fede-al povernment (inctuding, without
Emitation, Grani Assurarce chigations), the cbiectionable provision will ba
deemad removed and parties will endeaver to reform the affecied crovisior o
accord as closely as legally pessizle to the peries origina: intent = ignt of the
specific FAA objections.

903 Condemraton

4. Whoe Taking. I the whole of tne Property is acquired or
condemred by & competent autherity for any pualic use or purpose, this Lease
skall teriminate us of the date on which title vests 1 that authorily, and the rent
reserved noreundes shain be apporticned ard pald up to that daln. Any
compensation paid for the land shall become the property of the Crunty. except as
otherwise provided in clause {c} below.

b. Part’ad Taking. If only a podion of the Properly is s¢ ucquired or
condemned, that zertion of comzensatior 2aid far improvements shall be used (o
replace, repair, and reswore insclars as possible. (e Property to its condition of
utlization prior to the taking or condemnation. if suchk repair, replacement, or
restoration cannot he o accoinp'isnad, this Laase shall be terminated unless the
parties agree cinenvse. If the Lease contirues, rent sha’l be reduced on the date
of surrender of possess.cn of the par taker in sroportion to the decrease in uss
suffered Dy Propoller.  Any compersation paid for tne .and snall become tna
propery of the County, excepl as otnerwise prew ded in clause {¢) helow

¢. Compensatior. in lhe case of any taking cr condemnation of the
whole of the Proserty, wacther er ro: the tem of this Lease shall cease und
tormirale, Propelar shili

1, Receive that zoron of the awuard for such taking or
condemnation hat eguals the value © Prozeller ¢f its leasehold interest
and the unexpired term cf ins cegse (naluding exiersicns). mpadurec oy
the fair market valtie of comzarahle Pricerty ard tne fair mar<et va'ue of
Propeller's business a2t the Project, ine valustior of whichk r‘.zll be
determined immed.z'ely prior tz suck @ ng

2. Rezeve ‘hat portion of ine award for =ucn {aking or
concemnetion thad equals the vaue of Propeller's Improvements and lhe
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appurtenances thereto, including the Non-Agronautical Facilities, the
valuation of which shail be determined immediately prior to such taking; and

3. Have the right to claim and seek recovery from the
condemnation authority compensation for any loss of its leasehold interest,
the falr market value of Propeller's improvements, and for loss to which
Propeller may be put for Propeller's moving expenses, business interruption
and personal property, trade fixtures and equipment.

d. The rights of the parties with regard to any award shall be subject
and subordinate fo the rights of any leasehold mortgagee of the Property.

9.04 Laws and Regulations

a. Propeller shall comply with all laws, ordinance codes, tules, and
regulations applicable 1o the Project. Propeller shall be responsible for securing
and maintaining all necessary permits and paying, when due, all costs, fees,
including surface water management fees, taxes, annual Inspection fees, and
other charges/benefits incidental to lease, construction and use of the Property as
provided in and subject to the terms of Articte I

b. Propeller's atiention fs directed to Chapler 82,28A RCW,
amendments thereto, and any ordinances, faws, or regulations of Snohomish
County andfor any other taxing authority with respect to the levy and collection of
excise ot other taxas on leasehold interests. Propeller agrees that it will comply
therewith, and will pay such taxes io the County when due in accord with the
applicable rules, statutes and regulations. Propeller specifically authorizes the
County to remit to the respective taxing authority any amounts paid by Propelier to
County in payment of any such taxes, and agrees that County shall not be heid
responsible or liable in any manner for reimbursement of any amounts so paid to
the taxing authority if said taxes, or any part thereof, are determined to be invaiid,
Improper, or unenforceable.

c. |f the applicable taxing authority requires the County to coliect the
taxes and Propeller does not agree on the amount of taxes to be so paid, Propeller
shall pay the amount requested by the County, and Propeller's sole recourse shall
be against the appiicable taxing authority with respect to the amount, propriety,
and validity of such tax. County in no way warrants the validity or propriety or
correctness of any such tax, and the sole obligation of the County upon collection
of such tax shall be to remit the same to the appropriate taxing authority.

d. Propeller shall provide a certification of its corporate status,
business license and other registrations as applicable for review by the County at
Lease signing and at any subsequent change of status or amendment.

Propeller Lease — Page 40

Page 715



9.05 Avigation Eascment. Propeller's right to use the Property for (he
saposés as set fomh in this Lease she” e secondery o ard subording!s ¢ tne
operation of the Airpoit.  The County specifically reserves for itself, and for the
puhlic, a right of flight for tre passuge of aircra® in the a' spece above {re scriyce
of the described property together with the right to cause in said air space such
noise as any be irherent in the cpueration of aircra®t.

006 Eascement Rights Reserved. The County reserves the right to grant
casements and of hicenses over, across, and under the Property so long as the
casement of license does not unreasonably Interfere with Propeller’s use or
operation of the Project or aficct Propeiler's access thereto,

8.07 Seeurily. Propeller recognizes its chligations 1o comply with federai
and Snohomish County Airport security requirements and the Paine Field Airport
Security Program. Propeller will relmturse the County In full for ary finss or
penalties levied against the County for security violations as a result of any actions
un the part of Propeller, its agents, contraciors, suppliers and, if due to the fault,
failure 1o act or breach of this Lease by Propeller or by Propeller's employecs,
fessees or agents, for any violation ccourring at any field access point urder the
control of Propelier, Propeller shall be responsible within its defined role within the
County’s Afrport Security Program for all employees and cther persons gzining
access to the Property which is in a restricted arca (Snohomish Counly Code
15.08.210). Propeller shall bo responsible for ensuring that identification required
and provided by the Airport is required by all agenis, suppliers, customers,
employees and invitees needing access to a restricted area, if any,

9.08 Noisc Abatement. The County and Propeller recognize the
impertance ard joint resporsibility of compatibiiity between the Airport and the
surrounding community. Therafore, Propeller shall actively participate and comply
in g" material respects with zli nolse ezbatement procedures, poicies, and
programs as set forth by the County to the greatest cxtent practicable.

0.09 Aircraft and Ground Service Vehicle Identification. Propeller agrees
to register all airside ground service vehicles and aircraft and obtain cpsrator
permits from the Airport Director. Propeller shall provide the Airport Director on an
annual basis a current list of all aircraft stored on the Property including the name
and address of each owner and N number of each aircraft.

940 Widlife Hazards and Deterrenis. Propeller shail not aliow a b,
rodent or other wiidiife attractant on the Property. Prapelicr shall keep trash cans
ard durnpster Lds ciosed. \n the eveni Propelier aclivities atiract wildlife, Propelier
al its cost shall take immediate action to remove the wildlife and use commercially
reascnab’e eofforts to prevent fu-trar wildlife akracton. Propeller egiees o
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parisicaio in prorated area wids ¢osls as necessaty 10 rosclve wny arean wide
rodent problem.
211 Fornign_Ohizct Damane, Propeiles sha: inspsct and kees the

Property clean of any object, material or matter that poscs a threat of toreign
obiect damage (o airerafl.

912 County Non-Discrimination Requirement. &t is the policy of the
County to reject discrimination which denics equal treatmoent to any individua!
bucause of his or her ruce, creed, color, nat ona’ origin, famil'es wit chil'Sren, sex,

marital status, scxual orientation, age, honorably discharged veteran or mlhtary

s‘atus, or tha presence of any sensory, mental, cr physical disability or the use of a
trained dog guide or scrvice animal Dy a perscn with & disability as providsd in
Washmgtnns Law against Discrimination, Chapter 49.60 RCW, and the
Snchom’sh County Human Rights Ordinance, Chaplin- 2.460 Snochomish County
Code. These laws protect against specific forms of discrimination in empioyment,
credit transactions, public accommodalion, housing, county facilities and scrvices,
and Courty contracts. Propeler sha’i comply wih Chepter 2.460 Snohcmrish
County Code, which is incorporated herein by this reference. Execution of this
Lease constilutes a certification by Propeller of Propeller's compliance with the
requirements of Chapier 2.4680 Snohomish County Cace. If Prcpeler s found to
have violated this provision, or knowingly furnished false or misleading information
in an investigatior or proceeding conducted pursuant to Chapter 2.460 Snobhomish
County Code, this Lcase may be subjsct 1c a ceclaration of default and
termination at the County's discretion after the expiration of all applicable notice
and cure periods. This provisior shal' not afect Proneller’s ab'igatiuns under other
federal, state, or iocal laws against discrimination.

ARTICLE X - GENERAL PROVISIONS

10.01 Tolal Agreement: Applicahility to Successors. This Lense constitutes
the entre agreemert of the partizs and canrot be changed cr terminated except
by a writicn instrument subsequantly executed by the parties. This Lease and the
terms and conditions hereof apply to and are binding on the heirs, ripresentatives,
s.Jccesscrs, and assigns o® octh parties.

10.02 Relationship_Between Parties. It is the Intention of this Lease to
create e relatior of lessor and lessee zetweer the parties anc no oner re'ations
whatsoever, Nothing herein contained shall be construed to make the parties
partrers o foirt ventures, or to render either party liable for any of the debts or
ooligations of the other pany.

1003 Relationship to Assignees or Subterants. In this Lease whoenever
obligations, iiabilites or responsibuities are imposed upon Propeier, those
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obligations, liabilities o~ respans.. ies shay app’y o 2y soblerants, licensees or
contractors of Propelle* o ‘.rr\ acent that Srepeller ans assigaed, delegated or
allownd sush parties fo et o Prone’e”'s bake't with respect o obligations,
liahiities or resooasibilifies undar tis Loase.

1C.C+ Nonwa'ven Waiver by oiner cary of shict performance of any
provision of th's Lease shal not be a waiver of or prajucce e pady's right to
requirc shriict performance of tne same provision in the future o of any othsr
provision.

10.056 Altorpey Fees. If suit ¢r act'on ‘¢ irstivted ir connsciior wits any
controversy arising ¢ of tiis Leusse, the prevailing party snall be enlitled to
recover in additior 1 costs such sum as the ooun may ad;adge reasonable as
attorney fees, inc.ad ng ir-nsuse counss’ o in tbe event of appeal as allowed by
the appellaie court. Cests shall inniude withclt limiation, the fees of appraisers,
accountants, engingers anc other professiorals incurred in connastion with such
suit ¢r agion,

10.06 Time of Essence. It s mutial vy ag-eed tha! time s of t'2 esserice in
the performance of all covenants znd conditions te Be kept and perfermed urder
the terms of this Lease.

1C.C7 Counly Indernrication.  Propcller hsmaby waives all claims for
damanes that may he causcd by b()LmNS re-cterirg ard {aking possession of
the Property o removing and storing the propery of Proveller as provided in this
Lease atter a default by Prepeles hereundar and the expiration of all applicable
rotce arna cdre periads, and Wil save County harrless ront loss, onsts or
damages occasioned by Propeier, ard 1o sich re-enity shall be considcred to be
a forcible entry.

10.08 Warrantios/Guaraniees. Cuiinty mases no warrarty, guarantee, or
averment of ary rawuc whatsoever cencerning he prysical cenditon of the
}-mpvrlv ard any sJusequer! sULTIUes, ¢xesnt as U[ht,FMSG exprassly provided
in this Lease, end it is agreed that thc Ce.miy will nct be responsible for any loss,

damage. or cosls which may be ircurred oy Propeler by reason of any such
physica cehcition.

10.09 Headings. The articls and section headings contared herein are for
convenience in reference anc urz not intended fo defu or it the scope of ary
provisions of this Lease.

10.10 Consert ¢’ (:o-lr‘ty YWenever consert, approval, o direction by the
County is requi-ec under e terms coriaine:d heren, ail suck sonsent, approval,
crdicection shall pe recziven i wiiting ‘rom the Airoort Director,
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10.11 Natices. All notices may be delivered in person or mailed to the
following respective addresses:

To the County. Airport Director
Snohomish County Airport,
Paine Fieid
3220 ~ 100" St. SW, Suite A
Everett, Washington 98204

To Prepeller:

10.12 Govemning Law_and Severabilityy —The laws of the state of
Washington shall govern the validity, performance, and enforcement of this Lease.
The invalidity or unenforceability of any provision hereof shall not affect or impair
any other provision,
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DATED as of
the Effective Date

Dated as of
the Effective Date

COUNTY: SNOHOMISH COUNTY PROPELLER:
Airport Director HES
STATE OF WASHINGTON ) STATE OF: )
} ss. ) SS.
COUNTY OF SNOHOMISH ) COUNTY OF: )

On this day personally appeared before me

On this day personally appeared
before me

tc ma known to be the Airport Director

ofthe Snohomish County Alrport

and the person who execuled the within and
foragoing instrument, and acknowledged that
he signed the sama as its free and voluntary
act and deed, for the uses and purposes
therein mentioned.

DATED:

Resliding at:

My appointment expires

Please place Notary stamp in

hox

Approved as to form;

Deputy Prosecuting Altorney

to me known (0 be the

of tha

and the person who exscuted the within and
foregoing Instrument, and acknowledged that
he signed the same as its free and voluntary
act and deed, for the uses and purposes
therein mentionad.

DATED:

Notary Publicin and for the State of
Residing at:

My appointment expires:

Please place Notary stamg in

box

Approved.

Risk Management
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EXHIBITS A-1, A-2, A-3, A4, A3, & A-6

LEGAL DESCRIPTION AND DIAGRAMS OF THE PROPERTY
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Snohomish County Paine 19812
Survey 4305/RRO306-105
Secior 2 — Lease Legal
Decemthee ch, 2012

FXHIBIT “A" 1

case Arvea:

(See Exhibiz A1)

That portion of thy seutheast quanter of Sectien 15, Taownship 28 Nouth, Ranps 4 East, WM,
described as follows;

Commencing ut the soushecst corzer of seid Section i5;

Point of Beginning (T’OB};

Thence N4S'CO 00 T, a distsnce of 162,36 feet;

Thence NCOOOOME, & distance of 14,85 feet;
Thense Nad 52017 W, a dietance 27232.25 feet;

Thenee S45°00°00" W, 4 distance of 257.66 foer,

Thewee SUU0'007LE, adistance of 2324 feet;

Thence SA5R0°00°E, a distance o' 21710 feg;

Thence NY0OO 00", o distance of 1297 feer;

Thence NASENONOTE, & distance 0f 91.57 feer to tae TPOR.

Situate in the Coungy of Sushorzisk. State of Wishingtm,

Comzining onares of 66.238 sg.are feet, more ot less.

$U‘{jlliff:‘a’?g’/ AINVINA AR} N
R

4
g
b
[+

A T N G7rea s ALl it

SA'W_Project Naa_ ManageniesWB-PRGIECTSY UP1 Yoar 261] 11-2121-12 RESCURC:
GROUPS Worksln2rogressiseos oy (3SURY 205ce D2 (Har fcopvtiLegals Secter2Lzase Al -
TermnalBoundary cov
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Snokemish County Puine Ficld
Survcy 4305/RR9106-105
Sectar 2 - Leasc Logal
December 9th, 2014

KXHIBIT A" 2

Lease Area; {Sce Exid>it A2)

Thet portion of the scutheast quacter of Svetion 13, Towsship 28 North, Range 4 Test, WM.,
doscrivied as followsy:

Commencing at the scutiieast corner of said Ssetien 15,

Thence N88°42°227"W along thiv south line of said seciion, a distance of 953.32 tect:
Thence N1917°387T, a distance of 507,47 feet to the True Point of Beginning (1'TOB);
Thence N4S00°007W, a distauce of 179.61 feet:

Thence S46°37°87"W, g disiznece 05318.9 ) feer;

Thence 545%00°03°E, a dislance of 12428 tuet;

Thenue N45°Q0 007, a distinie of 113.87 lcet;

Thence N9O°GD 307, a distunce of 65.67 feur;

Thenee WELRK'LO°E, 2 Fiswunee of $§4.87 feel;

Trepee N45700 307, 5 distance of 106.63 featto the TPOB.

Sitmte in the Conmiy of Sacihwmsish, Stete of Washington.

Containing 2n arca of 48,939 square faar, mors or less,

S:\PW Project_Data Managemen(\G-PROJECTS\ UPL Yewr 201 11-0121 13 RESOURCE
GROUPS_WorksinlProgress\Survey (3SURY)WO(Tiea Data (Hardcopy)\LegalsiSector2Lease A2 -
TerminalZoundarv.doc

Pageiof 2
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Snehoriish County Paine Field
Survey 4305/RR9306-105
Sector 2 - Lease Legal
December 9th, 2011

EXHIBIT “A» 3

Leasc Arcn:  (Sce Lxhibit A3)
That portion of the seutheast guarer of Sections 15, Townshin 28 North, Ravge 4 Past, WML, deseribed
as follows;

B3

Commend¢ing at the southezst corner 67 said Sectio
Thence NB&™Z'227W along ¢ souwdi tine of said szotien, & distance of 1920.22 feet,
Thence N4SP02 38", a dtistance of 85.25 feet 10 the True Point of Beginning {TPON);
Thence NASSIHY'33"'W, n distance of 491,08 feet;

Thence N45°CO00""E, o distance 0T233.51 feet;

Thence $45°00°007°F, a distance of 176.23 feet;

Thence N45°00°00"'E, ¢ distance of 170.00 feef;

Thence N45°00-00" W, a distance of 140.00 feet;

Thence NASN0 00, a distancs of 39.19 feet;

Theitce N43°0Y 04'E:, a distance of 150.64 feet;

Thence S45°00°007L:, a distance of 250.00 feet;

Thence S45°00°007W, a dislance of 9.00 feet;

Thence $45°06°00™:, i distance of 440.58 feet;

Thence S45°00°00" W, a distance of 272,35 feer;

Thence 14 5°00°00"W, a distance of 121.19 feet;

Thenee S45°00°00"W, a distance of 45,00 feet;

Thence 584°5 /°14™W, a distance of [ 70.19 feet;

‘Thence S45%02' 18" W, a distance of 136.33 feet to the TPOD.

Situate in the Couaty of Snobomish, State of Washington,

§16 squace f2at, more or ess,

Con:ainir.g an aras of 327,
/ PRI,

SAPW_Project Dala Manuzement\§-PROJECTS\ UP Year 201 [\ 1-0121-1\3 RESOURCE
GROUPS_WorksinPropresasSurvey (3SURY MO MMice Data (Hardeopy)\Legals\SeotorZl.ease AJ -
TerminalBoundary.duc

Page | of 3

Page 724



Srokonish
Suivey £305/RRG304
Scolor 2~ Lease epa!
Deceanber 9th, 2014

EXHIBIT "A” 4

Lease Area: (Sce Exhihi Ad)

Toat pc-uon of' ¢ norenas guantar of Section 220 Towan s 2¥ Nerd, Rusige 4 Bust, WM
deseribed

2r of sata Soctiss 22

warth g of said szctior, & dlstarce of 99300 1ol
Thence S1°17°387W, 4 dsst’:m- nfSL‘ 80 feet o the True I'uim‘ of Beginning {TPORY:
‘Thenco SOHMY (?I)" wrec of 3 et

Vhence NEROGS 10 statee of IZOL? feut,

Thenoe N2 adastarse of 192,48 feet;

Thence N882aR 25"k, a Jistunce of 11648 feet 1o the TPOI3.

Commencing at i ne -ihu.q' oo
‘Thencs NB8™2 22 awng

Simate imthe Caangy of Saolemich, Stee o Washengien,

Contaisting an a0 22,230 s50ars feed, niaeg of bese

RN

— [‘\

:

AVEREYPP VFRF ir Lo 3NN

.

RV

‘*’J( NS I i

SAPY Prejectidama_Meanz
bl((.)UI’\_W(xrkslz'.Pr;‘gre'-ss-
Terminn)Boundasy.doc

Py ear SN 3 RESOURCE

Sfze Dala i Hardvop=Wlealy Seenil Lesse Ad -

Poge 1 of 2

Page 725



(" EXHIBIT OVERALL A5

PAINE FIELD AIRPORT - SECTOR 2
RR9306-105
SeC. 22, 7. 28 N, R. Gt B, W )

PAGE 1 OF 1

SECTOR 2

100T+ 8T Sw

-

|
!
i
i

—— aray

]g
f—
L

JIST AVE W

—_— e et e

Ad

23,230
59 FT

4 —

A, YAV
koxswﬁ%
~JSTES

OAAL L:‘\‘?‘\/

—

N TR NS NS T
S:\PYL.Project._Date. . Managementy B—PROJECTS\ _UPI Year. 2011\ 11-0041~1\2 CADINZ.1 Preduction
Data\drawings\Survey (2SURY}\Leyal Exhibits\Torminal ~ Exhiblts.dwg

Page 726



RRH306-105

.

(" EXHIBIT OVERALL A6

PAINE FIELD AIRPORT - SECTOR 2

SEC. 22, T. 28 N. R. 04 EW.M.

N
L0

a7 AW

S:\PW_Project_.Dota_Monagement\6—-PROJECTS\_UPI Year_2011\11-0041-1\2 CADD\2.1 Production ‘/

Oata\drowings\Survey (2SURY)\Lega! Exhibits\Terminal — Exhibits.dwg

PAGE 1 DF 1

Page 727



EXHIBIT B ~ THE PROJECT
(PROJICT PLANS TC B PRCYIDED DURING CPTICKN PERIQD)

Propeiier Lease - Page 47

Page 728



EXHIBIT C OPERATING STANDARDS

(Attached DRAFT to be refined by the parties during the Option Period)

Propeiier Lease ~ Page 48

Page 729



Table of Contents

Page

Section 1 INTRODUCTION .....c.cc.cciiinvvivinonnnn w1

1.4 PURPOSE OF THE OPERATING STANDARDS ........conviimmnccsnsniinicnnane. 1

1.2 OPERATING STANDARDS OVERVIEW.........ccoovvecniniens .1

1.3 REPORTS ... el

14 RELATIONSHIP TO OTHER DOCUMENTS AND LAWS .........ciiiiiiniinn 2

15 COORDINATION WITH OTHER AGENCIES .....cooocvrvrirernscsrnnsasssssnssssesionesens 2
1.6 PLAN SUBMISSION AND REVISIONS; COMPLIANCE WITH BEST

INDUSTRY PRACTICES ......oiiiii oo ninnr et es e st s asnnenescasvae 3

1.7 GENERAL STAFFING REQUIREMENTS.........covcuerecmreammmesesrasesssimssencronesns 3

Section 2 FACILITIES STANDARDS PLAN ..c..comimmiriirnicn s tsssnnesasasmsseesenseanas 4

2.4 BACKGROUND .. st catisise e vt s s s ccreve cves s ranesesmasnnnr osansras 4

2.2 REGULATORY COMPLIANCE. ...ttt e n s srnes siasasecens 4

2.3 REQUIREMENTS OF THE PLAN ....ceooovsorrvevercnenn !

2.31 SCope Of Plan ... e e 4

23.2 Operation and Maintenance of Facililies.........cc.comiiicnncnn, 5

233 Operalion and Maintanance of Systems......ocovvevieciivicniner e, B

23.4 Additional Detail on Critical SYStems ... 8

235 Perlormance Schedule ... e 8

2.5.6 Reporting ReQUINeMENES ..o e s cscinrene e 9

Section 3 SAFETY AND SAFETY MANAGEMENT SYSTEMS PLAN ..ccooecvninnnrevennn®

31 BACKGROUND L. o es s inn s s anseansenas ¢!

3.2 REGULATORY COMPULIANCE .. ......coooieiiiminicninenes i stsam e s vann s senanans 9

3.3 REQUIREMENTS OF THE PLAN ........ccvvvvcimreinne w9

3.3.1 Scope of Safety Plan ..o 0

Page 730



Section 4 CUSTORER SERVICE PLAN ................ ...

4.1
42
4,3

332 Salf Tralning ard Edacation

3.6.3 Aditiongl Safe'y Plan Renuirerands o
334 Porformeance Sciredils

3.3.5 RREDOTING REQUITEMENIE . v

BACKGROUND ........c.oviine SRR e L e e ket a e i

REQUIREMENTS OF THEPLAM ............ ...
431 Seope of Pl e T

432 Performance Schcdule .. . e e e e v e )

4.3.3 Reporting Requirements.. . e e, :

Page 731

.0

e 10



Section 1
INTRODUCTION
1.1 PURPOSE OF THE OPERATING STANDARDS

The purpose of this document is lo provide the minimum reguirements which the
operator of commercial passenger terminal facilities (Operator) shall meet for the benefit
of Snohomish County (County), owner of Paine Field, Snohomish County Airport
(Alrport) i the operation and mainiznance of the commercial passenger terminal and
related facilities (Terminal Complex). For purposes of these Operating Standards, the
entire leasehold property is referred to as the "Terminal Complex.® This doctment
includes requirements concerning operaticns, safety sécurity, maintenarce, and othar
mafters necessary and appropriate io assure that ail aspects of the Terminal Compiex
are operated at the highest level. Operator shall implement and have in effect
procedurcs that are reasonably designed to achieve compliance with these Operating
Standards. These Operating Standards are in addit'or to, and do not supersede, a1y
lcase provisions, Airpet minimum standards, rules or regulations, County code, or any
applicable federal requlations, Advisory Circulars or other directives on the use of
Airport facilities.

1.2 OPERATING STANDARDS QVERVIEW

The Terminal Complex must be operated and maintained such that it meets or exceeds
certain minimum operating standards. Operator shal comply with reasonatle
performance measures that are both quanlitative and qualitative in nature, unless and
except o the extent that acts or omissions of the County, a governmental authority or a
force majetire event impede or prevent Operator from so complying. The Operaling
Standards shail be consirued fexibly inligh? of their objectives. The quantitetive
measurements are based on operating statistics and physical inventories, while the
quaiitative measurements are based on user percaptions and expectations.

s Quantitaiive measurenenrts will be ¢ollected ard assessed by tracxing & variety of
Terminal Complex operating und physical statistics.

« Qualitative measurements will be collected through surveys of Terminal Complex
users, visual observatons, and by reporting procedures estaklished by the Ccunty
and Opcrator.

The performance measures identified in these Ooerating Standards are separated into
various caicgories intended tc capiure various aspedts of the Terminal Comp.ex's
operating performance. Operator is expecled to collect all relevant data and to
demonstrate compliance with all standards identified in these Operating Standards.
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1.3 REPORTS

Operator shall prepare an Annual Report that summarizes year-over-year traffic
numbers, safety incidents, and projects or other improvements undertaken or completed

throughout the year.
1.4 RELATIONSHIP TO OTHER DOCUMENTS AND LAWS

The interpretation of these Operating Standards and Operator's compliance with these
Operating Standards (including any goals contained herein and any provisions where
objective performance is described in absolute terms (i.e., "all”, "every”, "in ali
instances", "completely”, etc.)) shall be subject to the provisions set forth in the Lease.

The provisions of the Operating Standards and of the Operations Plan established
hereunder shall comply with the Lease and all applicable present and future laws, rules,
regulations, ordinances, orders and directives, including those promulgated by the
County or any other governmental entity with authority over the Airport, as such laws,
rules, regulations, ordinances, orders and directives may be amended, modified, or
revised. For convenience, these are referred to as "Legal Requirements" throughout this
document. It is Operator’s sole responsibility to be aware of all new and future Legal
Requirements.

To the extent that any term or provision of these Operating Standards conflicts or could
conflict with any term or provision otherwise specified in the Federal Aviation
Regulations (FARs), FAA Orders, directives, Advisory Circulars, and other FAA
guidance and the Airport Certification Manual or the Airport Security Program prepared
pursuant to 49 CFR Part 1542, then such term or provision of these Cperating
Standards shall be construed in light of their objectives, and the Airport Certification
Manual, the Airport Security Program, FARs, FAA Crders, directives, and mandatory
FAA Advisory Circulars as applicable, shall govern and shall supersede any such
conflicting term or provision of these Operating Standards.

To the extent that these Operating Standards refer to or implicate any particuiar law,
regulation, ordinance, order, directive, FAA guidance or Advisory Circular, the reference
or implication is to the then-current version of the same, as it may have been amended,
revised, replaced or succeeded from time to time.

1.5 COORDINATION WITH OTHER AGENCIES

In complying with these Operating Standards and in the preparation and implementation
of the Operations Plan, Operator at a minimum must coordinate as appropriate with the
following entities:

» Snohomish County
» Federal Aviation Administration (FAA)

o Transportation Sacurity Administration (TSA)
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The bacifities Plan must set foith porformance standards for eperations, including
guantitative and aualitative standards for performance and mathods for remediation of
sub-stanaard periorinance.

The tacilities Plan must document:

« The inventory of all major facilitics and systemy, inctuding identification of the type of
facity {e.q. ¢®ce space, conoussicns, common spsce, eic.,

« Tha staff (or third party) dedicated to the operation of cach major facility and system;

o The staff (or third party) dedicated to the maintenance of each major faclity and
system,

e The routine mainlenance program for all major facilitics and systems, thereby
ensuring the condition of sald facilities will permit the confinucus operation of the
Terminal Complex,

¢ The schedule for malor maintenance,

2.3.2 Operation and Maintenance of Facilities

Operator shall provida descriptions of the procedures required for the operation and
maintenance of each Terminal Complex facility and system, At a mirimum, the Fazilitics
Plan shall include the fouowing for cach facihty:

s An exhibit of the location and key functional components of the “zcility;
+ A brief narrative description of the facility and its components;

+ The immediate-, near-, and iong-tenm needs of the facility in terms of its capital
requirements;

o The minimal and nptimal resourzes required to operate the faaility in terms of staffing
and equipment;

o The identification of the essential staff that is responsible for the supervision and
organization of the: facility:

« The routine maintcnance plan for the facility in accordance with manufacturers’
preventive maintenance reguirements, where applicatlc.

I'or routine oparation and maintenance activities, Operator may, from time to time,
tenporatly or permanently close Bai's, dcorways, ard othe- a*sas at the Terminal
Complex including within the passenger Terminal Cornplex bulldings; provided that, if
time permits, the County shall be advised in advance with regard t¢ such closings in

ordzr 0 minirize the dis-Lptioun of sorvices beirg provided.
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Stormwater sewer systems

Trash removal

Communications systems

Parking facility lighting

Public and employee parking, public and
employee on-airport transportation

2.3.4 Additionat Detail on Critical Systems

The continuous operation of the Terminal Complex requires that certain critical systems
must have detailed plans for their operational integrity. Chief among these systems are
the iife safety systems. Additional detail regarding the life safety systems standards is
provided in this section.

With regard to life safety systems, the Faclilities Pian must address the following
individual components:

s Emergency communications, including the emergency intercom, telephones, radios,
and other mobile communication devices;

» Fire protection and suppression, including: sprinkier systems; heat, smoke, and
carbon menoxide detectors; and fire alarms;

« First response medical stations, including: first aid supplies and personnel; and
automated externa! defibrillators:

s Security systems,; passenger security screening; video surveillance, emergency
personnel identification, and random security procedures.

Far each of the abave, the Facilities Plan shall indicate: the operational procedures and
policies that would be routinely executed to ensure that these systems are capable of
operating without interruption, tested regularly for functionality and proper performance;
and upgraded or improved as necessary.

With regard to the energy distribution systems, the Facilities Plan must address the
procedures and policies employed by Operator to ensure that the energy distributicn
systems remain fully operational at all times.

2.3.5 Perfarmance Schedule

From time to time, the Operator shali revise the Facilities Plan to reflect a good faith
effort to maintain an accurale assessment of the Terminal Complex facilities.
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2.3.6 Reporting Requirements

Opgrasor shall prepare & summary of cperatonal perfermarce o1 an annueal 2asis for
inclusion in the Anmual Reporl.

Section 3
SAFETY AND SAFETY MANAGEMENT SYSTEMS PLAN
31 BACKGROUND

The Safety and Safely Management Syslems Plan (Safety Plan) section of the
Operations Plan shall provide the County the assurance that Operator will conduct ail
operations in a safe manner, protecting both emoloyees and the general public, The
Safety Plan sholic be deveoped and executed by Operaior and submitted to the
County for its approval as provided in Scction 1.8,

3.2 REGULATORY COMPLIANCE

The Safety Plan shali identify and require compliance with all Legal Requirements,
including without limitation, 14 CFR Part 139, the Airport Certification Manual for the
Airport and the A'rport Safety Managemen® System Handbcok (sheould such 2
Hancbock be required by federal regulations). Operator must ensure that employees
and representatives responsible for the operation of Terminal Complex facilities comply
with the provisions of the Safely Plan.

3.3 REQUIREMENTS OF THE PLAN

The Safety Plan shall identify the plan's objectives, essential staffing, stakeholders,
scope, verformance schedule, and reporling reguiremeants as described below,

3.3.1 Scope of Safety Plan
At a minimum, the Safety Plar shali provide:

« Guidance as to thc necessary safety lraining that various Terminal Complex
employcos shall receive, including first aid training;

« Aplan for implemontation of any Safely Management System (SMS) requirements;

« Best practices for Terminal Complex employees to increase awareness of potential
safety iss.es befcre they arise;

« Development and impiementatidn of appropriate Letters of Agreement or other
means of establishing aporooriate safety practices and policies:
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s Apolicy manual for construction within the Terminal Complex, including guidance as
to the use of information signage, physical barriers, traffic control infrastructure and
ather equipment to maintain a safe environment for the general public.

3.3.2 Staff Training and Education

The Safety Plan shall include provisians for training to establish a safety culture and
educate employees regarding safety issues. The training shall address the
requirements and workplace standards of the OSHA and shall be consistent with any
SMS requirements. The Safety Plan shall include the following at a minimum:

o Training that incorporates requirements of the SMS;

s General training that covers OSHA standards and overall safety awareness for all
personnel, including executives;

+ Training specific to the responsibilities of the employee, including identification of
equipment required to execute specific tasks safely, safe driving of vehicles, and
safe operation of equipment;

« Provision of safety training for new employees and the provision of recurrent safety
training for all employees along with a typical schedule for such training;

+ Provision of a lessons learned/case histories component;

» Establishment of procedures aimed at ensuring employees understand the safety
policies and adhere to safe work practices.

The training shall aiso provide background regarding anticipated work activities and
hazards, and the protocol that shall be followed should an incident occur.

3.3.3 Additional Safety Plan Requirements
The Safety Plan shall address the foliowing:

+ Personal safety procedures for all major tasks for which personnel are responsible,
including Identification of the protective equipment (e.g. hard hats, reflective vest,
hearing protection, respiratory protection, and protective clothing/ foolwear);

s Work zone safety procedures, including identification of the minimum requirements
for work zones {e.g. barricades o prevent incursion by public Terminal Complex
patrons). The procedures shall identify necessary safety equipment that should be
available for work zones, such as traffic cones, barricades, and signage;

« Medical treatment information, including identification of the location of medical
treatment facilities at the Terminal Complex and procedures to foliow in the event

10
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medical freatmment is nacded itziving in first aii sha . also be required of all field

LESHNE emMD'CYESS,

« Salcty incidert orotoce! 1mciuding the sieps that Lessee emcioycns snould follow in
the event of an incident. Thz protceat shal. iazlude: (1) emergency contact
informution for immediate response, (2} forms for docamerd’ng incidents to provde @
record of safety ircidents 10 mensure zgainst ard fzedback for tra ning puiposes,
ang {3} infermation as te Ogeraivr steff that shot e bs responsiblke for collecting said
gocumeniation;

« HazardoLs crtoxic mate~als pretccois, ineiLdirg orcaco’ for both spill prevention
ard spu) cleanup. Further, the procedures are equipment necessary for tho safe

storage and handling of haza-dcus matera!l shou'd be gpeuified. |X sheli a'so provide
deccntaminatior grocedares for both Lessee emplayees and their equipment.

3.3.4 Performance Schedule

Frem fime ‘o time the Qperuior snali revise the Safely Plua to refloct a goucd faith offort
to make improvements in any areas which have becn subjec: to safety ircidents
throughout the applicable time frame. Trie revsions shall ba imade in an attempt to
prevent the samre type of incident fror recuring.

3.3.5 Reporting Requirements

Operator shall prepare a summary cf safety performance on an aneual basis for
inclusion in the Arnua' Regort.

Section 4
CUSTOMER SERVICE PLAN
41 BACKGROUND

The Customer Service Plan (Customer Service Plan) sestion of the Cperalions Plan
shall provide assurance to the County that Speraleris planning ard implemanting
appropriate measures to ensur= high iovels of customer senvce. The Cuslomer Service
P,an shall be developed and exec.ted by Operator, and sabmitted to the County for

approval as provided in Section 1.6.
42 REGULATORY COMPLIANCE

The Custamer Service Plar shallidert'fy a~2 reguirs comp. 21ce wth ah Lega.
Requircments, imclading withaut Lritation, 14 CFR Pa-t 139 ard the Airport Certiftcation
Man.iel for the Airport. Qperator mus! ensure that emsleyees ard representat’ves
responsible for customer service corrp y wth the provisions ¢ the Customer Service
Plan.
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43 REQUIREMENTS OF THE PLAN

The Customer Service Plan shall identify the plan's objectives, essential staffing,
stakeholders, scope, performance schedule, and reporting requirements as described

below.

4.3.1 Scope of Plan

The Customer Service Plan shall address the following topics:
s Staff training and recurrent training;

¢ Customer concern system;

» Passenger assistance protocols;

» Information services;

+  Web site;

» Level of Service Report.

Staff training. The Custemer Service Plan shall identify the training program for the
employees responsible for customer service. The goal of the training shall be to ensure
that all employess that interact with Terminal Complex patrons wiil provide courteous,
efficient, and helpful service. This training will provide a protocol for interactions with
customers fo guide Terminal Complex customer service representatives to ensure high

levels of customer satisfaction.

Customer concern system. The Customer Service Plan shall identify the system used to
identify, track, mitigate, and resolve customer concerns. The system shall be capable of
identifying the priority of the concerns and the timeframe for their resolution. The system
shall also identify the procedure for follow-up communication to the customer in the
event a formal compiaint or concern arises. If the customer concern resolution involves
physical imprcvements or procedural modifications, these shall be documented in
revisions to the Customer Service Plan.

Passenger assistance protocols. The Customer Service Plan shall identify the protccol
for provision of passenger assistance. This assistance includes provisions for: (1) the
transportation for the elderly and disabled patrons to and from their aircraft, as
necessary; (2) provision for an emergency or extreme aircraft delays requiring overnight
stay in the passenger Terminal Complex; (3) lost and found; and (4} customer paging.

Information services. The Customer Service Plan shall identify the minimum
requirements for the provision of information to Terminal Complex patrons. Information
services include: provision of a website {as defined below) and on-site information
kiosks. On-site information kiosks would be [ocated in the passenger Terminal Complax

12
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hoih pre- and post-sceurnity. At a mimimum, hese kiosks shaii proviag information
regarding; (1) regional transportation options; (2) local and regional lodying; (3) maps of
the Airport and Terrinal Comolex fagiiies and surrounding region; (41 dates fer mejor
public events in the area; (5) information on local venues (e.g. convention center, tourist
attractions, imuseums, etc.), (6) current weather information, (7) information regarding
arpont cangessicns, 2nd (8) facts ahout the Terr nal Comp’ex and ™2 Airpert.

Website. The Customer Seirvice Pian shall identify the minimum requirements for the
obte Terminal Cenrplax websie, The website shall follow insernational standarcs for
websites for commercial service airports and shall include at a minimum: (1) passenger
Terminal Complex inao; (2) Airport map showing main access madways; (3) directions

tc and from ine Airport and the Terminai Complex; (4) contact information for the
Terminal Complex, Airport, and airlines custamer sarvice departments; (5) a customer
service page: {8) a st mas ‘orweh site ravigation; and (/) informatior regarding
Terminal Complex sccurity for passenger awarencss. The Customer Scrvice Plan shall
indicate whether the websitc will be a separate stand-alone site or will be: incomporated
o existing Ceunty or Alrpor: websites.

Minimum standards. For each funclion of the Terminal Complex, Operator shail define
the minimurr leve. of service that must be mel fer compliance w.th the Custemer
Service Plan. For example, Operator shall target a ievel of service C or better for the
departure holdrooms. This level of service C shall be congistant with the apnropriate
International Air Transpon Association (IATA) aefinitions.

Level of Service Report. A Level of Service Report shall bu prepared annua'y as
described in Section 4.3.3.

4.3,2 Performance Schedule

From time fo time the Operator shall revise the Customer Service Plan to reflect a good
fa'th effort to maxe improvemen:s in arsas where customer service has not met the
standards of Operator, as identified in the annual reporting described in the following
sectior,

4.3.3 Reporting Requirements

Operator shall prepare a Level of Scrvice Report on an annua! basis for inclusion in the
Annual Report. This report shall document the findings of an annual survey of
passengers regard.ng: airpert access, automabiie parking, Terminai Complex curb front,
passenger check-in, passenger security screening, Terminal Complex concessions,
departure holdrooms, baggage clain, and airport way findirg. The Leve' of Service
Report snall indicate whether the function is providing excellent, guod, fair, ar poor
lovels of service. The Level of Service Report shall report the percentage of responses
for each ¢”the categores. Functicns tra’ rece've & grads of poor fram 20% 2 more
respondents must be addressad. The goal of Operator shall be to receive excellent or
good feodback on each facility from at least 80% of respondents.
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The Courty and Ope'qt wiTey agres 3 moddy ire Leve of Service Report goals of
exiient o7 good LG edch fasg h '.:'.*' atisast B0% aoi respondents to take into
acgount pes tiods o. Termina Comgiex 3 ~ns CiON @i Siner evenis mat may afioct
usors of the Tertimai Cemolex. s amnovncdﬂc s 't'"c ieve of Servoe Report
gouls are infended o be o Ly and gl i ine cvent Uat target 's netreachod mon
givan vear, it will nol provide an !'depcnd\,n nase o7 dcnlarng e breacn of the Loass,

For each of the areas surveved, Qperator shall esiabist a hlb\.."\r of sustomer fendback
by roporting the h'storicat resuils adiacent to i current yoar's results. The survey must
alzo capiure feedback ragard g passenger comfort level, convenience, quality of
servico, 246 overall fravaling Panrlen y dt {me Alrport. Forihose areas with repoeried
poor loves of sarvice, Opcrator shan deveiCy an acion p an o acdrass tho concerns,
cither hrough a combiacior oitrain'ng fei s .f abysca improvaments, procedural
changes, or futher study,

£
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EXHIBIT D RENT SCHEDULE

SNOHOMISH COUNTY AIRPORT

TERMINAL RENT ANALYSIS

Nov-14
: Leasehold Total Rentw
Terminel
Area S.F. Rate Monthly Rent Excise Tax LET
asphalt 285,000 $ 0.066C $ 18,810.00 $2415.20 $ 21,225.20
‘grass 40,000 $ 00433 § 1,73200 $ 22239 § 195430
bullding 3,000 $ 0.6600 $ 1,080.00 $ 2584.23 $ 223423
main lot 66,238 $ 0.0660 $ 4,371.71 $ 56133 $ 4,933.04
EVCC lot 48,988 $ £.0660 b 3,233.21 $ 41514 $ 3,648.35
Jet Deck lot 23,230 $ 0.0680 $ 1,633.18 $ 19686 $ 173004
466,456 $ 31,660.10 $ 4,065.16 $ 3572526
Other Charges:
[ Storm Water Facility Charges( SWF) .
SWF Paond Rent $ 834.07 $ 107.08 $ 941.18
SWF Pond Maintenance $ 1680.30 $ 2058 $ 180.88
SWF Pond SWM $ 5.36 § _b3s
$ 999 73 § 12768 $ 1,127.41
One time SWF connection Fee $  374,792.00
“Surface Water Management Charges
(SWM}
Terminal
SWM 468,456 5000101101 § 47159 § 47159 |
Total Fees with othar charges: $ 37,324.26

Fropeller Lease — Page 49
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EXHIBIT E

REVENUE SHARING CALCULATION

Definition: "Gross Revenues” as used in Revenue Sharing Section 3.02 means the
total aggregate undiscounted, untaxed revenue, income, and consideration
recelved by Propeller in respect of, in exchange for, on account of, or in
consideration for its operations, concessions, licenses, subleases, parking fees
and other revenus in any form and from whatever source derived.

Gross Revenue Reports. On or before the fifteenth (15™) calendar day of each
year during the Term of the Lease, Propeller shali deliver to the County a wriften
report, signed by an authorized representative of Propeller, showing the amount of
any revenue, income, and consideration received by Propeller, directly or
indirectly, in respect of, in exchange for, in consideration of, or on account of its
operations at Paine Field, in any form and from whatever source derived, at any
time during the preceding calendar year. The report shall compute the total dolar
amount due to the County which shall be the mathematical product of Propeller’s
Gross Revenues received in the preceding year, multiplied by the percentage
share then in effect pursuant to Section 3.02 Revenue Sharing, as applicable. With
each such report, Propeller shall remit to the County the total amount of the
Revenue Sharing Payment indicated thereby to be due, in accordance with the
provisions of this Lease.

Audited Financial Reports. Propeller shall submit to the County complete audited
annual financial statements of Propeller's operations prepared by an independent
certified public accountant satisfactory to the County, within ninety (90) calendar
days after the end of each calendar year, showing the results of operations at
Paine Field during said year. Such statements shall include, at a minimum, a
balance sheet, profit and loss statement and statement of sources and uses of

funds.
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EXHIBIT F
BUILDING C-4 LEASE AREA

(C-4 Arca to be remediated by former Airport tenant after Exercise of
Option)
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EXHIBIT G

GRANT ASSURANCES
(Current Edition to inserted at Lease Signing)
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Propeller Airports’ ANSWER Opposing Discretionary Review

APPENDIX A-2
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